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SALE OF FOREIGN BONDS OR SECURITIES IN THE
UNITED STATES

MONDAY, JANUARY 4, 1932

UNITED STATES SENATE, ComiMI'zrTrri ON FINANCE,
Washington, D. C.

The committee met at 10 o'clock a. m., pursuant to adjournment
on Monday, December 21, 1931, in the committee hearing room in
the Senate Office Building, Senator Reed Smoot, presiding. 

Present: Senators Smoot (chairman), Watson, Reed, Shortridge,
Couzens, Keyes, Jones, Metcalf, Harrison, King, George, Connally,
Gore, Costigan, and Hull.

Present also: Senator Johnson.
The CHAIR.AN. If the committee will come to order we will pro-

ceed with the hearing. Mr. Kahn, you are ready to proceed with
yoir testimony, I take it?

Mr. KAHN. Yes, Mr. Chairman.
The CHAIRMAN. We will be glad for you to do so at this time.

TESTIMONY OF OTTO H. KAHN, MEMBER OF THE BANKING HOUSE
OF KUHN, LOEB & CO., NEW YORK, N. Y.-Resumed

(The witness was duly sworn by the chairman of the committee
when he took the stand on December 21, 1931.)

Mr. KAHN. I assume, Mr. Chairman, that I am to go on reading
the loans.

The CHAIRMAN. Just where you left off on Monday, December 21,
1931, which I think was the date you last testified.

Mr. KAHN. In June of 1927, the city of Copenhagen, Denmark,
25-year, 5 per cent, gold loan due in 1952, $15,000,000. The price
paid was 94.29 per cent. The issue price, that is, the net price at
which the bonds were offered to the public, was 971/4 per cent. The
spread was 2.96 per cent, the purpose of the loans was refunding
and public works and buildings.

Senator JOHNSON. Mr. Kahn, is it possible for you to state while
you are giving these details of loans, the present market price of
the particular bonds of the bonds that were floated by you?

Mr. KAHN. I have not got those data here, I am sorry to say, but
I can say that of all the loans enumerated in list from which I am
reading and which go back to 1919, in other words, covering a period
of 12 years, there is only one single borrower in default. All the
others are meeting their interest and sinking fund.

Senator JOHNSON. No; I was not asking about that. I was asking
what the present market rate is in regard to the particular bonds
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or securities about which you are talking and which your house
floated.

Mr. KAIHN. I have not got those data here.
Senator JOHNSON. May I at this point call attention to the fact, as

it may save a good deal of the committee's time, that Congressman
LaGuiardia put in the Congressional Record on the 10th of De.
cember very lengthy tables showing the amounts of foreign loans
that have been floated in this country, the prices at which they were
floated, the present values, and so on. Mr. Kahn, have you ever
examined that table?

Mr. KAHN. No.
Senator .JolixsoN. It purported to be a series of publications

from the New York American.
Mr. KAHN. I have not examined that statement, Senator Johnmon.
Senator JoHNso.N. Very well.
Mr. KAHN. I am afraid that a similar statement could be put

into the Congressional Record as to a great number of American
bonds and other American securities which are selling at the present
time not on the basis of their intrinsic value but on the basis of
unreasoning fear.

Senator JOHNsON. Just what is the object of that answer? I
queried you about foreign investments.

Mr. KAHN. Yes.
Senator JOHNsON. And immediately your reflex is that I am going

to say something about American bonds.
Mr. KAHN. Senator Johnson, my motive is to prove that the pres-

ent market prices of bonds do not constitute a situation relating
exclusively to foreign bonds, but reflect th, prevailing all too wide-
spread attitude of unreasoning fear on the part of the American
investor.

Senator JOHNSON. So that you would make a comparison, or at
least leave the implication, that United States Government bonds
are in exactly the same situation as these foreign government bonds
that have been floated.

Mr. KAHN. That they are "in exactly the same situation" I do
not say, of course. In fact, I did not mention American Govern.
meant bonds. But I do say that the same fear which applies to for-
eign bonds likewise applies to American bonds, and I should say
that present values as quoted do not express what I believe to be
the intrinsic value, generally speaking, of foreign bonds any more
than they express the intrinsic value of American bonds.

Senator JOHNSON. Eliminating either the psychological or the
metaphysical aspects of the case would you sav that American Gov-
ermnent bonds have been reduced in price in like fashion with for-
eign government securities that have been floated by your house
and others?

M r. KAH-. You say, "in like fashion," Senator Johnson?
Senator JOHNSON. Wes.
Mr. KAHN. You must permit me to use my own language in re-

plying to your question, otherwise I should create a wrong im-
pression.

Senator JOHNSON. It goes without saying that I want you to use
your own language and to answer as you see fit.

I
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Mr. KAHN. With your permission I would say that American
Government bonds are in a class by themselves, good and safe be-
yond peradventure or question, and that an acute and general decline
in foreign bonds or in ordinary American bonds, inspired by fear,
suspicion, a credit crisis, or shaken confidence would not express
itself, of course, by merely the same or a similar percentage as in
American Government bonds. The fact is that the market price
of the last issue of American Government bonds, Federal Govern-
ment bonds, has declined within about three months by 15 per cent,
an extraordinary heavy and rapid shrinkage for the premier se-
curity of the world. If you translate this, and apply it to foreign
bonds, the fact that such bonds have suffered a vast dimunition
in market value does not seem so utterly extraordinary a phenome-
non by comparison.

Senator JOHNSON. All right. Now, that is your justification for
the answer that you originally made, is it? I do not want to pur-
sue the subject, but would it be too much to ask you either to
furnish a table or to look at the tables furnished by' Congressman
LaGuardia which are in the Congressional Record of December
11, 1931, and state whether or not those tables furnished by Con-
gressman LaGuardia are accurate? Can you do that without too
much difficulty ?

Mr. KAHIU. I can easily do it when I get back to my office,
Senator Johnson.

Senator JOHNSON. That is what I mean. I am not asking you to
do it now.

Mr. KAHN. I will be very glad to do it.
Senator JoHiN soN.-. I will submit at the conclusion of your testi-

inony a copy of the Congressional Record of December 11, 1931,
and I will ask you to advise us subsequently whether or not the
tables submitted by Congressman LaGuardia as appearing in that
record are substantially correct.

Mr. KAHN. I shall be very gltd to do that, Senator.
Senator JoHiNSO.-. All right. Now, pardon me. Mr. Chairman,

for interposing.
(The following was received subsequently:)
Senator Johi-soN. Since we adjourned on Friday I have received

from Palm Beach, Fla., from Mr. Otto H. Kahn, a letter in which
he desires to add something to his testimony, and in fairness to him
I am very glad to have that letter inserted as a part of the record.

The CIhAIRMAN. I have a similar letter, and was going to ask
that it be made a part of the record, but yours will be sufficient.

Senator JOiNSON. I thank you. The letter is as follows [read-
ing]:

P.\T.H PEACH, Fr~a.,
January 5, 1982.

Hon. -I T AM W. JOHNSON.
Penate Office Building, Washington, . G.

DEAR SENATOR JOUNSON: Having been at my office uninterruptedly every bust-
ness day since last July, I have come down here for two weeks of neede(
rest. Therefore, I am not in a position to check the quotations contained
in the address of Congressman LaGuardia, as you desired me to do. I have
perused the address carefully and have sent it to my firm in New York, with
the request that they check the quotations as best they can and advise you
of the result as promptly as possible.

301
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I wonder whether I would be in order, and whether I may trespass upon
your courtesy, in asking you to read at the next hearing of the Senate Finance
Committee and place into the record of the hearing, the following three state.
ments on my part, which I had intended to include in my informal closing
remarks, but failed to so include, inasmuch as it was manifest that the com-
mittee was anxious to proceed to the examination of the next witness:

"1. I venture to think that the statement which you quoted as attributed
to Mr. S. Parker Gilbert is not couched in his precise language and that, taken
apart from its context, it tends to give an impression somewhat differing, of
course wholly unintentionally on your part, from the meaning intended by
the author.

"2. My firm originated only two German loans; that is, to the North German
Lloyd and to the city (and port) of Hamburg. It originated loans with one
in only two South American countries, that is, loans to the Argentine Govern.
meant and to the Mortgage Bank of Chile (a governmental institution sinilur
to our Farm Loan Board).

"3. Without having any intention of reflecting upon others, who, perhaps,
showed greater enterprise and eagerness than we did. I should like to say that
my firm sent no representative to either South America or Europe, for thf'
purpose of offering American loans or stimulating foreign countries, municipal.
ties or corporations to have recourse to the American investment market.

"Believe me. dear Senator, with high regard,
"Very faithfully yours,

"Oro H. KAHN."

P. S.-As indicating the risks and responsibilities., to which originating bank.
ers and underwriting syndicates are inevitably subject. I am asking my firm
to send you, in the hope that you may see fit to insert it In the record( of the
hearlngTs a statement whihh I wrote on this subject some years ago, together
with a record of a few examples of more recent date, exemplifying the same
subject.

Senator JoHxsox. In addition to that if the chairman will recall
I submitted to Mr. Kohn -.it the conclision of his testimmnv a state-
ment of loans which had been put in the Congressional Record by
Congressman LaGuardia. That statement of lons Mr. Kahn said
he would submit to his office and would advise is whether or not it
was correct. I am now in receipt of a letter from Mr. Kahn's office
and that letter is as follows [reading]:

KuHx, LoED & Co..
New York, January 6, 1932.

Hon. Hnm W. JoHNsox,
Senate Office Building, Washington. D. C.

My DEaR SENATOR JOHNSON: Referring to Mr. Otto H. Kahn's letter to you
of the 5th Instant, wherein he stated that he would send Congressman LaGuar-
dia's addre, of December 11, 1931, to this office in order to have the prices
of the securities mentioned therein checked in accordance with your request,
I now beg to return to you herewith that address and to ndvise you that. so
far as we have been able to ascertain them, and this covers the bulk of the
quotations contained therein, they appear to be correct as of the time indicated
in that address.

Referring to the postscript of Mr. Kahn's above-mentioned letter and to
his testimony before your honorable committee, I also beg to inclose herewith
a memorandum written by our firm some years ago, entitled "Tile Marketing
of American Railroad Securities." exemplifying the risks and resl-nitsibilitles
taken by bankers and underwriting syndicates, together with a few examples
of more recent date on the same subject.

Believe me, dear sir,
Yours faithfully, JIANJAMIN 3. BurrNIEsEH.

The CHAIRMAN. Is that all. Senator Johnson?
Senator JoHNSoN. Now I offer as well the statement of Congress-

man LaGuardia to which that letter refers, which appeared in the
Congressional Record of December 11, 1931, and ask that it be made
a part of this record..

The CHAIRMAN. That is all right.
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EXAMPLES OF SEURITY OFFErINOS WHERE THE UNDERWRITING SYNDICATE WAS
CALLED UPON TO PAY FOR A SUBSTANTIAL PART UNSOLD TO THE PUBLIC

NEw YoRK, N. Y., March 11, 1929.
To the StockholdcrS of the Southern Pacific Company:

Pursuant to a resolution of the executive committee of the board of directors,
adopted March 7, 1929, but subject to approval of the proposed issue by the
Interstate Commerce Commission, the privilege will be given to the holders of
the stock of the company to subscribe, at 94 per cent and accrued interest, upon
the terms and conditions hereinafter stated, before 3 o'clock p. in. (New
York time), May 15, 1929, for an amount of the bonds hereinafter described,
equal to 17% per cent of the par value of the stock of the company registered
in their respe.tive names on its books at 3 o'clock p. m. (New York time),
April 8, 1929. The bonds referred to will be 40-year 41/, per cent gold bonds of
1929 of an authorized Issue not exceeding $65,166,000. The bonds will be
issued in the denomination of $1,000 each. Each $1,000 bond will have attached
thereto a warrant, nondetachable until exercised, entitling the bearer thereof to
purchase, at any time on or before May 1, 1934, three shares of common stock of
the company at $145 per share, plus accrued dividend at the then current rate.
Provision will be made in the indenture under which the bonds will be issued
for appropriate adjustment of the purchase price of the stock, in ease of the
issue of additional common stock at less than $145 per share, or as a stock
dividend, but in no event will the purchase price be less than the par value of
the stock.

Messrs. Kuhn, Loeb & Co. have agreed to underwrite the subscription of
stockholders for these bonds. Application will be made to list these bonds
on the New York Stock Exchange.

In order to insure the necessary funds to provide for its requirements the
company requested its bankers to underwrite the above offering and the
bankers formed a syndicate therefor.

Stockholders of the company subscribed for only approximately 20 per cent
of the above bonds and the bankers were forced to call en participants in the
syndicate to take up the remaining 80 per cent of the i.,. ti.

During the Interval from March to June the bonds sold as low as 89%.

PHILADELPHIA, PA., OCt=OBE 8, 1929.
To the holders of voting trust certificatees for common stock of The Penn-

road Corporationr:

The board of directors of The Penmiroad Corporation has decided to Issue and
sell 3,025,000 additional shares of its common stock without par vtitue. 1told-
ers of voting trust certificates for common stock of the corporation will have
the right to purchase on or before November 19, 1929, at $16.50 per share, upon
the terms and conditions stated in the accompanying letter from the treasurer,
voting trust certificateb for a number of shares of said additional common stock
equal to one-half of their respective lolditgs as registered on the books lt the
close of business on October 18, 1929.

Messrs. Kuhn, Loeb & Co. have agreed to underwrite thw subscription of
voting trust certificate holders to voting trust certificates for this additional
stock.

Kuhn, Loeb & Co. as bankers for The Pennroad Corporation forced a syndi-
cate to underwrite the above offering. Tht. offering to stockholders was ,nly
about 50 per cent subscribed titus making it necessary for the syndicate partici-
patts to take up and pay for 50 per cent of their participation.

When the above offer was originally made the stock was selling around $23
per share but had declined to around $15.50 ifer share prio' to the time when
the syndicate had to take over the unsold portion.

Ntw YORK, SEPTEMBiER 10, 1929.
To the stockholders of Chicago J North Western RaUhray Co.:

The Board of directors of Chicago & North Western Railway Co. (iereinafter
called "the company") has by resolution authorized all increase of the author.
sized capital stock of the company front $200,000,000, liar value, to $300,000,000.

I 1MI
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par value, by increasing the authorized common stock of the company by $100,.
000,000, par value, and has called a special meeting of The stockholders of the
company to be held November 18, 1929, for the purpose, among others, of obtain-
ing the approval by the stockholders of such proposed increase.

The board of directors of the company has also determined, subject to
approval of the Interstate Commerce Commission and to the approval by the
stockholders of the compa-,y of such proposed increase of the authorized capi-
tal stock, to issue $72,335,000. principal amount of 20-year 404 per cent con.
vertible gold bonds, series A, and to offer to the holders of stock of the
company, both preferred and common, the privilege of subscribing, at their
principal amount and accrued Interest, upon the terms and conditions hereii-
after stated, before 8 p. m. eastern standard time, November 25, 1929, for a
principal amount of said 20-year 4%' per cent convertible gold bonds, series A,
equal to 40 per cent of their respective holdings of the stock of the company
as registered on its books at 3 p. m. eastern standard time, September 24,
1929.

Messrs. Kuhn, Loeb & Co., have agreed to underwrite the subscription of the
stockholders for the bonds of series A.

The Chicago & North Western Railway Co. arranged with its bankers to
form a syndicate to underwriter the above offering. In November, 1029, the
syndicate was called upsnt to t.ake up approximately 50 per cent of the Issue,
stockholders having subscribed to only 50 per cent.

EXAMPLE5 OF SsaUuRTr OFFMNGS NOT UNDERWRTTEN BY A BANKING SYNDICATE
WHER ISSUE HAD TO BE CANCELu1 BEOAUSF TIIE PUBLIC SUBSCRIBED FOR
ONLY A N uimiOma AMOUNT.

NOIiTIWEST BANCOiIRPORATION 1 ThsdIDI $11AIU;, ('31 oM STOCK

On October 10, 1929, common stockholders of this company offered right to
purchase additional stock at $72.50 per share in ratio of I new share for
every 10 shares held. The offering was underwritten by a syndicate.

At the time of offering stock selling around 94. Final subscription date
advanced from November 15, 1929, to December 16, 1929. Stockholders sub-
scribed for only about 10 per cent of the offering so syndicate participants
requested to take up remaining 90 per cent. At the time the stock was paid
for by tile syndicate the stock was selling for around 63.

Syndicate received as compensation $1 per share and an additional $1 per
share nn all shares purchased at $72.50 per share.

BETHLEHEM STEML COIIIPOIATION 801.0(0 SIZES COMMON STOCK

Stockholders of record September 20, 1929, were offered right to subscribe to
the above stock at $110 per share. At the time of the offering the stock was
selling at $140 per shar6. The offering was underwritten by a group of bank.
ers. The result of the transaction was that stockholders subscribed to only
50 per cent of the offering and the syndicate was called upon to take up the
balance at $110 per share although the stock had dropped to $90 per share.

For this service the underwriting syndicate was paid $1 per share on the
800,000 shares and an additional $1 per share on all shares not subscribe
for by stockholders.

STOCK OFFEPIN(:S NOT UNDERWIRITTEN BY nANKIAllS

North Amerton 0lo. stockholders of record October 16, 1929, were offered
the right to subscribe to New stock at $100 per share in the ratio of 1 new
share for each 10 shares held; the rights to expire November 15. 1929. Inas-
much as the company had outstanding approximately 5,000,000 shares lis of the
date of issue of the right,4, the total dollar amount which the company would
have received had all rights been exercised, would have been about $56,000,000.

On November 14, 1929, the board of directors of the company decided that in
view of the decline in the market price of the common stock of the com-
pany from a high of $180 per share to a low of $09 per share, the rights were
valueless and should be canceled, which was subsequently done. The price
of the rights declined from a high of $7% to a nominal quotation of .
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American Rolling Mils common, stockholders of record October 25, 1929,
were given the right to subscribe until June 16, 1930, for 285,867 additional
shares at $104 per share on the basis of I new share for each 5 shares
held. The total amount which the company would have received had all
rights been exercised in $29,501,000. Only three shares of stock were sub-
scribed for. The price ranged during June, 1930, from a high of $70% to a low

THE MARKETING Or AMERICAN RAILROAD SECURITIES

[In the matter of terms and conditions to be prescribed by the commission in connection
with the issuance of securities under section 20a of the interstate commerce act, as
amended)

INTRODUCTION---THIE PROBLEM

No more important problem to-day challenges the skill and wisdom of Ameri-
can railroad managements-and the public authorities charged with the func-
tion of regulation-than that of how to obtain the capital necessary to provide
the facilities required to transport the commerce of our growing country.

It has been estimated by several high authorities that in order to meet with
any degree of adequacy the requirements for new construction, for additional
main tracks, sidings, antl yards, for equipment and terminal facilities, for
elimination of grade crossings, especially in the larger cities, for block signaling
and other safety appliances, and the requisite general strengthening and Im-
provement of existing properties, expenditures are called for, aggregating as
much as $1,000,000,000 a year for a series of years to come.

There is a never-ceasing demand in the United States for more and better
railway services. Unless this demand is to remain unsatisfied the railway mnn-
ageenint must find some way to attract to the railway Industry an nm1inter-
rupted and steadily augmenting flow of new capital.

The problem is no less vital to the public whose prosperity and ciahVenieneo
so largely depend upon the adequacy (if its transportation service. At the same
tie, the public which pays the rates providing the return earned upn capital
invested in railroads, has a clear interest in having the railroads sell their
securities-and obtain their new capital-upon terms which involve no burden
upon rates beyond that actually necessary to attract the required capital.

Capital already invested in railroad facilities is irrevocably committed, but
any and all new capital must be attracted from the investing public upon terms
and under conditions which appear to that public.

It is thus of essential importance that the following purposes b.. ac'oai-
plished:

(1) Obtain the capital.
i2) Attract it upon fair and reasonable terms.
(3) Have a broad and stable market for railroad securities and a favorable

disposilion on the part of investors toward such securities.
Generally speaking, the existing method of disposing of railroad securities is

by three processes:
(1) Offering stock pro rata to existing shareholders, the issue u-ually ['cing

underwritten by bankers;
(2) Selling bonds at a fixed price to bankers, who through the mnediuni of a

syndicate and with the cooperation of distributing houses throigl:out the
country, market them to the public; and.

(3) Selling an Issue through a banker to the public, with a commission to
the banker for his services. (This method is very rarely employed.)

The question is now raised whether it would be well that the existing prac-
tice be changed and that railroad securities hereafter be sold by one of the
following methods, viz:

(1) Unrestricted public bidding; or
(2) Competition among bankers.
Such a change would, of course, involve the abandonment of the heretofore

prevailing method, under which a railroad company usually selects a banking
house of high standing and, so long as the services of that banker are satis-
factory, makes its issues of securities customarily through or with the aid of
that house.

The suggested change contemplates that the relationship between the rail-
road and the investment market shall be similar to that between American
municipalities and the investment market, wherein issues of securities are
usually sold by competitive bidding.
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In considering this problem, the paramount question is: How can it be made
certain hat the vast amounts of new capital required by the railroads, year
In and year out, shall be forthcoming upon the most advantageous ternis?

I. TH EXISTING PRACTICE OF DEALING THROUGH IANKEI

A. WITH AMERICAN RAILROADS

As a rule, railroad companies of the United States, like those of other cI)un-
tries. market their bonds by selling them either to or through bankers. In
cases where securities are offered for pro rata subscription to stockholders it
is customary for the corporation to protect itself by arranging with bankers to
underwrite, or to form a group to underwrite, their sale; that is, to agree to
purchase such of the securities as are not taken by the stockholders.

Most of the important railroad companies, as well as industrial corporations,
wake a practice of dealing with a particular banking house or a particular
group of bankers in marketing securities. This relationship rarely rests on
formal contract. As a rule, the relationship is informal and tacit and its dura.
tion, us will be developed in detail further on, depends wholly upon the satis-
faction of the railroad with the services rendered. A railroad company grad.
ally comes to recognize a particular banking house as its banker.

Tie existence of such a relationship means that the railroad has at its ills.
posal continuously the services, skill, standing, experience, advice, and financial
influence and capacity of the banker.

Among the banker's functions are to keep track of the financial situation and
requirements of the railroad, to assist in the preparation, in advance of the
need, of a proper and serviceable system for flaancing such requirements; to
advise as to the class, kind, and denomination of securities to be issued and
as to the best time for selling them, so that his clients may not miss an oppor.
tune moment for meeting their requirements; to indicate from his survey of
the markets of the world his Judgment as to the amount of securities which
could be absorbed in one or the other market; to scrutinize the mortgages and
deeds of trust under which securities are to be issued, with a view to their
provisions being, on the one hand, carefully protective of the investor, and, on
the other hand, sufficiently broad and elastic not to hamper and restrict the
corporation unduly in respect of its future requirements.

The terms of a negotiation are by no means imposed by the banker, for it Is
easily within the means, and is recognized as an important and responsible
duty, of those conducting negotiations on behalf of the railroad company, to
acquaint themselves with the reasonable market value of the securities which
it desires to sell and to insist upon obtaining a fully adequate price.

The railroads for whom bankers act nowadays can have no inducement to
continue that affiliation except satisfaction with the services rendered.

A railroad company generally is, and always ought to be, free to termilnate
its relationship with its bankers at any time and entirely within its own
discretion.

That changes in the relationships between railroads and bankers do occur
Is indicated by the variations which take place In' the course of time. i~t the
connections, and the relative influence and position of the prominent banking
firms which deal in railroad securities.

The relationship between the railroad and its bankers Jf one which, whilst
not limiting the railroad's freedom of action according its own judgment
of its best interest, does involve upon the part of the bankers certain definite
and continuous duties and obligations, more fully referred to later on.

B. WITH INDUSTRIAL CORPORATIONS

Industrial corporations, unlike railway companies subject to public regula-
tion, are entirely free to sell their securities in whatever way they deem most
advantageous. Their managers, or presidents, are very frequently among the
larger stockholders, and indeed, in numerous cases, are the principal stock-
holders, of the respective concerns, and therefore have a more direct and
important pecuniary stake in their enterprises than can be the case with the
chief executives of our large railroad corporations, the ownership of which
is scattered in the hands of several hundred thousand shareholders.

Yet, there are hardly any Industrial concerns either here or in Europe which
dispose of their securities by competitive bidding among bankers or by direct
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offering too the public. Practically all such corporations pursue the course
(if negotiating with one particular banker or group of bankers and entrusting
the handling of their security issues to such banker or group of bankers so long
as their services prove satisfactory. Their action is conclusive evidence that
the system of competitive bidding is found unsuitable and disserviceable by
the consensus of opinion of those in charge of industrial affairs, here and in
Europe.

11. How RALDOAD SEOtUB.Y.S ARE PLACe WITH T E PUBLIC

The great complexity involved in the sale of securities will readily be, seen
from i brief outline of the methods usually adopted in marketing a large issue
(of bowls. The railroad, In the first instance, sells the issue-to a strong banking
firm at a price mutually agreed upon through negotiation. That firm then
associates with itself a syndicate consisting of many (usually hundreds) of
other banking, brokerage, investment, and distributing houses throughout the.
country, each having its clientele of investment customers.

Bankers, of course, do not buy securities for permanent investment by
themselves. If bankers or syndicates permanently kept the securities which
they bought from the railroads their capacity to undertake such transactions
would be exhausted very soon.

If securities are to be placed, they must ultimately find lodgment with
iive.-t,,rs, ald. while the amounts of securities taken by large investors, such
as the life insurance companies, savings banks, and capitalists, appear large,
their aggregate, especially since the advent of the high surtaxes. is small com-
pared with the investments of the rank and file of small investors.

Pending the formation of a syndicate, the firm which has contracted with
the railroad stands in the breach. and is responsible to the railroad whether
or not it succeeds in forming the syndicate. Even after the formation of the
syndicate. the practice is that the responsibility of the contracting firm con-
tinues and it remains liable to the railroad for the due fulfillment by each
syndicate member of the obligation undertaken by him.

Then begins the laborious process of selling securities to ultimate investors,
through advertising, letters and circulars, and presmal presentation, and in
this labor are engaged large numbers of dealers in securities. each with his
own clientele. In time, if the issue is a success, the securities are absorbed.

If the issue is not a success the participants in the syndicate must either sell
the securities at a loss or carry them along until the advent of propitious
times enables them to dispose of them.

The selling of securities to the public has in recent years undergone a radical
chang,. Formerly, the principal buyers of railroad bonds were wealthy in-
dividuals and large corporations, especially insurance companies and savings
banks. The former, owing to the surtaxes, have practically been eliminated
as absorbers of railroad bonds and confine their investments very largely to
tax-exempt securities, while the insurance corporations and savings banks
do not invest as largely as before the war in railroad securities.

It has therefore been found necessary to discover new channels for the,
absorption of railroad bonds. This has bpen accomplished within the past
few years by a most intensive campaign of education and distribution among
the rank and tile of investors.

The result has been exceedingly gratifying in that a vast army of smalU
investors has been developed. The achievement is of great public conse-
quence from the social and economic point of view.

III. Tim PROPOSAL TO MARKET RAILROAD SECURITIES BY COzMMrrnvE LIDDIN"

It is now urged in certain quarters that railroad companies would do better
if they should discontinue dealing habitually with particular banking houses,
aid. whenever they have securities to sell, would offer them for sale by com-
petitive bidding among bankers, regardless of past affiliations.

Some even go so far as to advocate that bankers, as such, should not he
used at all, not even upon a competitive basis, but that the railroad (ompanies
should sell their securities directly to their own stockholders or to the public
at large, preferably offering them for public tender and accepting the proposals
of the highest bidders.

If rairoads offered bonds direct for public subscription in limited amounts,
the result might be fairly satisfactory in good or normal times, although even
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then, deprived of the facilities, the skill, and the sponsorship of responsible
bankers, the prices obtained would probably be lower than those which would
have been realized by dealing with a banker, and that consideration takes
nto account of the uncertainty in which the railroad would necessarily find
itself as to what portion of the funds it required would be in fact realized
as the result of the public offering.

Moreover the public demand would naturally concentrate itself upon the
is.ucs of the best known and most prosperous railroads, making it very difficult
for railroads not enjoying high credit to obtain necessary funds--all the
more difficult, as the system of competitive bidding would offer no inducement
to bankers to take upon themselves the risk and responsibility of acquiring
such issues.

Under that plan there would likewise be less assurance of the pursuance by
railroads of a sound mid consistent financial policy such as a prudent and con-
servative banker requires as i basis for commeniding securities to the confidence
of the investing public which looks to the banker for advice and leadership.

In unfavorable times, of course, the public's response to an offering of securi-
ties is small, at times exceedingly small. It occurs frequently that bankers or
syndicates have to carry issues of bonds, which they have purchased, for many
months or even years, until investment demand revives. If an issue of bonds
offered by a railroad for competitive bids on direct public subscription resulted
in non-success. the issue. if saleable at all. could only be disposed of at a very
heavy sacrifice.

The failure of a public offering and the consequent public knowledge that
the railroad had been unable to obtain the funds it requires, would cause grave
damage to a railroad's credit, if it did not for the time entirely destroy it, would
cause alarm amongst investors, and in not a few cases might cause bankruptcy.

That is the vital and fundamental difference between the risk incurred by
municipalities and that incurred by railroads in the disposal of their bonds by
public bidding. If a municipality fails to dispose of its bonds, the situation
thereby created, though embarrassing, does not ordinarily involve grave harm.
and can be dealt with. If a railroad falls, however, the damage done is ex-
ceedlugly grave at best-and may be irremediable.

THE " PUBLIC " DOES NOT BID

As a matter of fact, unrestricted public competition does not in practice
tiean what the term Implies, because all experience has shown that the public
does not care for such bidding and actually refrains from participating therein
to any appreciable extent. Even in the case of municipal securities, it is amply
demonstrated that the offerings are not taken by the public in the process of
competitive bidding, except in a very limited measure. The successful bidders
both as to quantity and price are almost invariably bankers or banking syndi-
eates, who buy for resale to the investor.

The public wisely requires, even in the case of municipal securities, the ad.
vice and moral responsibility of bankers. They want to be sure that all legal
matters have been properly looked into by somebody, not the seller, and that
the soundness and validity of the security is vouched for by a competent and
reliable firm.

If, as experience has shown, the public can not be depended on to cover the
offering even of municipal bonds by competitive bidding, this would be so in a
still more pronounced degree in the case of railroad securities. It follows that
public competition would really mean not offering securities to the public, but
offering them to the bankers.

The banker, if lie were-as he would be in this case--entirely free to bid
or not bid, to pick and choose, to take the best and leave the less good alone.
would actually leave the less good alone, with the result that many railroads
would find themselves faced with the grave consequences of the failure of
public offerings.

Municipal and State securities possess the immense advantage of being tax
free. Yet it has happened, in the past quite often, and even not infrequently
of more recent dates, that such issues were not covered when offered for
public bidding, the failure, entire or. partial, being due usually to their being
unsuited to the market or because of some doubt as to their legality. Can
it be doubted that the same result would occur much more frequently in the
case of railroad securities if offered for public bidding?
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THE EXPERIENCE OF CITIES

It is true that Government and municipal securities in this country are
usually offered for competitive bidding, but Government, State, and municipal
financing is not comparable with corporation financing. In the former case
the securities based upon the taxing authority are in the simplest form-
generally little more than a plain promise to pay-and in recent years, since
the advent of high surtaxes, a ready market is usually assured by the tax-
exemption feature.

Nevertheless. public officials usually deem it wise to consult bankers before
determining their financial policies and particularly before issuing large loans,
and at times have sought and obtained in advance informal guarantees from
bankers that offerings will be covered. They can, of course, rely upon bank-
ers rendering assistance as a matter of civic duty. In the case of railroads,
with the element of habitual (lientage between railroad and banker elimi-
nated, it would naturally he impossible to count upon any such uncompensated
advice and assistance.

As illustrating the point that the financing of State and even the highest
grade municipal bonds has not always been successful in spite of the tax
exemption feature, 'it may be mentioned that in June and August, 1907, the
city of New York offered two issues of bonds of $29,000,000 and $15.000,000,
respectively, for which bids of only $2.100.000 and $2,700,000, respectively, were
received. The Issues were sold by private sale to bankers a few months later.

About the same time a small offering of bonds by the State of New York
niet with a similar result.

In 1914, shortly after the outbreak of the war, the city of New York, find-
lag itself in immediate need of $100,000,000 of gold to pay notes maturing
in England and France, turned to J. P. Morgan & Co. and Kuhn, Loeb & Co.,
who, without compensation, as a matter of public duty, undertook to organize,
and in the midst of conditions of unprecedented difficulty, did organize a
syndicate to provide the necessary funds.

In more than one instance in the years preceding that occurrence, the city
was compelled. in order to avoid failure of an Issue offered for public tender
for the purpose of meeting pressing requirements, to have recourse to one
or the other of the leading banking houses. In numerous cases, it was only
large subscriptions by such banking houses-made often without any expecta-
tion of profit and resulting none too rarely in losses-which avoided the, at
least partial, failure of public offerings of the bonds of the city of New York.

There is no reason to believe that the cities have been better off under the
practice of selling bonds at public offering to the highest bidders than the$
would have been had they been permitted to deal privately with the bankers
as do the railroads. But, even if it were otherwise, it is manifest that rail-
road companies could not possibly expect to fare as well as do the municipali-
ties if they had to depend upon the uncertain and fluctuating public demand
when they attempt to sell their securities at public offering to the highest
bidder.

Especially does this hold true in the ease of the less strong railroads, where
a careful analysis and study of the condition of the company and sometimes
even an auditor's or an expert's report is required before a conservative banker
will stand sponsor for the company's securities. The investing public will
neither take the trouble, nor does it possess the qualifications, to analyze for
itself the position of the securities of the less well-known properties and to
form a reasoned estimate as to their degree of safety, based, as such estiinate
must be, upon the compilation and study of statistical and other data, which
it is among the functions of the banker to gather and to make available to his
investment clients in convenient and easily understood form.

In this connection it is significant that the Farm Board Bureau of the United
States Treasury has found it advantageous to issue the bonds of the farm-loan
banks not by competitive bidding but through a a-roup of bankers selected by
the bureau whom It may at all times feel free to consult and who watch the
markets In the interest of the bureau.

E'lOPE.A, PRACTICE

In not a single European country does the system pre-vail of competitive sale,
either general or limited, of securities on the pait of corporations. Moreover,
many, even of the governments arid munIlpallties in placing their loans, have
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recourse not to competitive bidding but to regularly established and continuous
connections with a banking house or a group of banking houses. Not one of the
foreign governments, belligerent or neutral, which during the European war
have found access to the American investment market for the securities of
their respective countries, has recourse to competitive bidding among bankers
or otherwise. In each instance the government concerned has dealt with some
one particular banker or group of bankers whom it selected as efficient and
worthy of confidence.

A cabled inquiry addressed within a week to eight different countries in
Europe, and also to Japan, to find out whether, since the war, the practice has
been modified in those countries of dealing with selected bankers for the sale
of public service and other corporate securities and even, in numerous cases,
governmental or municipal bonds, elicits the information that no reason has
been found to change that practice and that it continues to prevail.

IV. THE PRESENT METHOD OF UNDERWRITING THE SALE OF STOCKS TO SHAR-
HOLDERS

Under the laws of most States the charters of most corporations, it Is neces
sary that new issues of stock, or of bonds carrying the privilege of conversion
into stock, must first be offered for pro rata subscription to the corporations'
stockholders. In such cases the banker's knowledge of markets is valuable to
advise the corporation of the character of securities which its shareholders are
likely to accept or for which the subscription rights would command a market
value.

When an offering of new stock is made to shareholders of a coriporatiole it
creates a technically weak market position, inasmuch as both the existing stock-
holder and the speculator know that there is a mass of new stock about to
issue, and the market must absorb it. Consequently the speculator is apt to
incline towards rushing into the market, arguing to himself: "I will sell that
stock. I will get it back cheaper. The market must absorb such lali such a
number of millions of new stock, and It can not do that without going down.
I ant quite safe lie selling some."

Experience hts shown that in many cases the st,ikltlhher to whom the so.
called right to subscribe for new stock is offered. dies neot exercise that right.
lie is not always prepared to lout up additional cash. He frequently sells his

rights" for whatever may be their market value.
Consequently, by the very Issue of additional stock, offered to existing stock.

holders, there is created an unfavorable and somewhat hazardous market con.
dition. Naturally, the tendency invariably is for the offering of stock to de-
press the existing level of the st(oik. That may go so far as to remove any
inducements to the stockholder to subscribe for the new stock, anld to render
"rights " valueless. An unprotected offering, that is, aee offering not pro-
tected by underwriters, is a target for selling.

Moreover. not to mention the damage to its credit in case of the failure of
such an offering, the railroad is uncertain lending the time In which the seceil-
ties are under offer to the stokholders (usually not iess than from 45 to 60
days whether or not, or to what extent, the stockholders will subscribe, and is,
conseuqently, in doubt whether, at the end of the subscription period, it will
come into possession of the funds it requires.

All of this is obviated by the formation of an underwriting syndicate inas-
much ans it guarantees to take and pay for any 1art of the offering which the
stockholders may not want to take. The existence of such a synlicate and the
resulting guarantee of the success of the offering has a strong moral elfect
upon the stockholders in encourig them to subscribe, and nit 'equally strong
effect in discouring speculators from "short selling" while all unprotected
offering invites such selling.

It follows that a railroad can safely afford to offer securities at a niuch
higher price when underwritten than they would risk tixing when not secured
and protected by an underwriting.

A characteristic Illustration of th foregoing is furnished by the experience
of the, Pennsylvania Railroad Co., than which there is no stronger railroad
corporation in the country, when in 1903, it without underwriting, offered
$75.000.000 of its stock for subscription by its stockholders at 120 pei, cent.
Tile market price of the stock at the time was, and for stmte time had been,
around 145 per cent. Owing to the large difference between the market price
an(l the price of the offering, the officers and directors of the railroad deemed
it unnecesstry to Ilnsure success by atu undelerwlrithlig.
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As a result of changes i market conditions, sales of rights by stockholders,

and selling by speculators, it being known that there was no underwriting syn-
dicate, the market value of the stock rapidly decline.i. When the price in Its
descent had reached 1251/2, and the failure of the offering appeared imminent.
the railroad finally called upon its bankers to form a syndicate to underwrite
the issue, which was promptly done. The reassuring effect of the mere public
announcement that a syndicate had guaranteed to take and pay for any part
of the offering which was not subscribed for by the stockholders, was such as
to arrest immediately the selling on the part of alarmed stockholders as well as
by speculators. The decline in the market stopped, and a threatened failure,
which might have Involved serious consequences and affected railroad credit
generally, was turned into a complete success.

Even after taking into consideration the expense of an underwriting syndi-
cate, a railroad will usually obtain materially higher net proceeds fqom an un-
derwritten offering, than from one not underwritten, in addition to the advan-
tage of being certain of securing the required funds.

Manifestly, it is more advantageous to a railroad's financial position and the
maintenance of the price level of Its securities to offer a security, even to Its
stockholders, at say 110. and pay a reasonable underwriting commission, rather
than to offer it at par without an underwriting.

The cases in which railroad companies or other corporations have successfully
sold their securities direct to the investor are exceedingly rare, and even then
usually at prices below what could have been obtained from bankers.

To quote only one example of nonsuccess in the case of direct dealing with
the public, the Vermont Valley Railroad in 1914 offered for competition by
s ealed tenders an issue of $2,200.000 of its 6 per cent 1-year notes. Although
the Vermont Valley Railroad was a very prosperous concern, having a record
at that time of having paid dividends at the rate of 10 per cent per annum
for nine years, and the notes had the additional security of being guaranteed
by the Connecti.ut River Railroad Co.. the offering resulted in complete
failure. practically no bids having been received.

(n the other hand, the case of the American Telephone & Telegraph Co.
which recently sold a large issue of stock at par directly to its stockholders,
without the Intermediation of bankers, has been cited as significant and indi-
cative of the possibilities of effectve results without the cooperaton of bankers.
The real significance in that case, however, lies In the patent fact that had that
issue been underwritten by limlers a considerably higher price for the com-
pany coul have been obtained. The security sold by the American Telegraph
& Telephone C'o. was seasoned stock paying .) per cent dividends. It was offered
at par. Bankers. in consideration of a reasonable commission, would gladly
hatve underwritten the offering at a considerably higher price. It should be
understood that this (lies not imply any suggestion of criticism as to the course
pursued by the company. There were valid considerations of broad policy
which guided tie decision of those in responsible charge, to give to the vast
body of its sto.kholders tile henetit of a stock offering at it particularly attrac-
tive price. .

V. E.FFEC'TIVt ('oMPEroTioN PREVAILS UNDER PRESENT -ETIHODS

There are ever-present elements of actual or potential competition which
assure favorable terms to a raihoad company dealing habitually with the same
ba nker,.

The price and the margin of profit or commission at which a banker con-
cludes a negotiatIon with a railroad company for its securities is necessarily
in competition with the terms upon which other bankers negotiate with other
railroad companies for their securities.

The price es at which railroads sell their securities are now matters of public
record. Moreover. the terms of a contract between tile railroad and the banker
are subject to the approval of the Interstate Commerce Commission. No banker
expecting to maintain his regular (onnection with a railroad company can dl)
otherwise than pay full :ind fair value for the securities which it has to sell.
It Is a matter of necessity and self-interest for him to do so.

Railroad companies, through various means, are well able to place an ac-
curate estimate upon the inarket value of securities which they have for sale,
and no board of directors could afford to incur the opprobrium and responsi-
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bility of selling securities to their regular banking ,onneetions otherwise than
on tile basis of what they are reasonal)ly and fairly worth, consiering the time
and the conditions.

The prevailing market prices of existing issues fix very closely the prices at
which new securities can be sold to investors. The banker who would make
a practice of marketing the securities of his clients at prices materially below
the prevailing prices, for issues of similar character and quality would soon
lose his clients.

In isolated instances, for the purpose of obtaining advertisement or position,
or even, in certain Instances, for reasons of a less legitimate kind, others thal
the regular banking connections of particular railroads may conceivably be
willing to pay a somewhat higher price for an issue of securities than such
regular connections; but there is no reason whatever to think that such " Ceca.
sional " bidders would he able or willing to do better for the railroads, year
in and year out, than the hankers usually acting for those railroads. On the
contrary, there Is every reason to expect the reverse.

Whether through a system either of unrestricted public bidding or of com.
petitive bidding limited to banks, the railroads year in and year (jut would
obtain higher prices for their securities than have been and are being realized
under the existing time-tested system, is a inatter of opinion and can not be
anything else. Whether that opinion Is pro or con, there can he no question
that as against gaining a wholly problematical and uncertain benefit the rail-
roads stand to lose the certain, well-established and weighty advantages which
now accrue to them through the responsibility and moral and practical obl.a.
tions toward them of the hankers with whoim they habitually deal.

To market railroad securities on a large scale requires a combination of skill,
experience, capital, reputation, and connections that, from the nature of itle
case, can be possessed by only a limited number of concerns at any one time,
because only the test of time will produce most of these necessary qualities.

That skill, experience, and reputation it Is the business of tih, banker to
make available to Ills clients, together with his financial potency and rein-
tionships.

A banker of long experience with a record of success, cotservntism, and in-
tegrity, develops a power to place securities that is of great value to II.s clients,
cumulatively so the longer the relationship is maintained.

HPSt'L'Ts MIST itS .JUDOME OwUR I'FI.1o CoVERING OTH uISiNO . D DJCt.NING
MARKETS

The question of the best and most serviceable method of selling railroad se-
curities must be determined not from the wholly exceptional and fortuitous
circumstances which have prevailea during the last year, but in the light of
the experience of the longer past and the needs of the future.

In the marketing of securities, its In other businesses, there are occasional
periods of excessive activity, usually of comparatively short duration, occa-
sional periods of acute depression and longer periods of normal uctLvity.

It happens that this year has been a period of unparalleled activity in the
marketing of securities of domestic issues, simultaneously with, and partly
caused by, growing reluctance to invest in issues of Europeai countries. There
has been a vast and almost insatiable demand for new domestic securities, lpar-
ticularly bonds, an almost uninterrupted decrease lit interest rates and a
corresponding increase in the market value of securities.

The result has been that bankers and syndicates httve been much more than
usually successful in marketing tite domestic security issues which they have
purchased and that as a rule new security issues have advanced in the market
and reached prices in excess of the issue price. The upward trend of security
values is illustrated by the fact that in the last 10 months the average market
price of 10 standard railroad bond issues taken at random has increased about
13 points.

It has been a time when it was possible to indulge in improvident bidding or
"spite bidding," without being deterred by the swift penalty of nonsuccess in
marketing, which follows such practices under normal circumstances.

Under these conditions, it is easy for critics who consider only recent ex-
perience, and whose knowledge does not carry them back to the pre-war years
(which, after all, furnish the best standards for judging the future), to jump
tit the conclusion that the railroads have not been receiving the best possible



SALE OF FOREIGN BOND. OR SEC17IITIES 313

prices for the securities th.y have miarketed and that higher prices would have
been realized if the sale tof rilroad securities hnd been opened up for compe-
tition.

Criticisni has been tpecially et-sy and abundant on the part of those who
have little or no Iacktr,,und of experivi'ne in the marketing of railroad securi-
ties to guide them. who have not had to bear tile responsibility of financing the
requirements of great railroad properties in normal times and during periods
of depression and who dlo mot realize the neessity of looking ahead to the
future periods of depression or of more normal demand for securities when
the railroads of the country will have the same need for new capital as now.

Mi. PRESENT IP.MEJVI:FF. HAS P IVED OF ADVANTAGE TO TIIE RAILROADS

To deal through bankers in accora.'ee with present practice, has actually
proved itself a source of distinct financial advantage to railroads-even the
most prosperous and soundly finiaiied tolnlpanies.

A few conspicuous cases may be 'itell her#- tip illustrate the point:
1. In March. l05. the Pennsyiva fia Railroad arranged with its bankers to

form a syuiieate to, underwrite the coffer to its shareholders at par of $100,-
004).0 Pennsylvania l;ilr,,al :3-1. per eent converlible bonds (convertible into
stock at 150) joer centi. The s-'ockh.ilders sub,:rih', for less thun 10 per cent
of the offering and. a.o.wnsiueritly. t e uneierwriting. syndicate bad to take and
pay for about $d the lwi.,s. The Wndls within the year declined to
971/ per cent anl lever wc-'-in ro-.-il !,,,r, the price at which they were first
offered.

If It had not been for the unle'writing syndicate, the situation, resulting
from the failure of the str-kholers to subscribe and thus provide the money
needed by the rairaid. would have Wen very embarrassing to the railroad and
very serious in its effect upon the Uencral financial and investment situation
of the country.

2. In 1908. a situation had arisen which had brought the market for railroad
bonds in this country to a complete standstill. Railroads for many months
were unable to, ,btain funds. except. t,, a limited extent. by means of the costly
and dangerous expedliet of ..eiling .-hort-tern notes. The effect was cumula-
tive and far-reaching and threatened to, bring about serious consequences. At
this juncture the bankers tof the Peninsylvania Railroad succeeded In inducing
the two foremost banking houses in England. Messrs. N. M. Rothschild & Sons,
and Messrs. Baring Brothers & Op. (Liti.) (the former of whom had not issued
an American security fur many years). to purchase and bring out Jointly with
them at 96 per cent an issue of $4).M0.40O Pennsylvania Railroad 4 per cent
cinstiiiilated bonds.

Largely In comsequence of the prestige and placing power and Investment
following of the Lssung houses, the public offering was a complete success and
its effect, as recognized by many published comments here and abroad, was to
break the deal ck which had! existed, and too cause capital to flow again freely
into the Investment market.

3. In Auvust. 1913. bankers formed a syndicate to underwrite the offer to
Union Piaifle stockholders tf "..W)(0 Southern Pacific stock trust certificates
at 92 per cent. The effectuation of that sale was of very great importance
as. fa'ling it by a certain very near date. the Southern Pacific stock In question
woul have been placed. nnder a court decree, in the hands of a receiver, the
sentim,,ntal and actual effect of which course would have been grave.

In the fave fif many predi.tloons that a syndicate to guarantee the sale of
so vast atin :imiunt if stock could itt be fiorme, under the then prevailing
generally ilisturbt,!i and unfavorable conditlton:. the bankers, with the aid of
their cinnc.tIons: throughout America and Etrope, succeeded in the undertaking,
the syndicate as finally made up consisting of nearly a thousand participants.
It is entirely safe and well within bounds t,, say that If that mass of stock
had been offered without guarantee and proiteetiin of an underwriting syndicate,
It would not have been -dd-if at all. within the time limit set by the court-
at a price averaging better than 80 per cent.

4. In connection with the first jlan for the dissolution #of the Union Pacific-
Southern Pacific eombinati,,n approved by Attorn,-y General Wickersham (which

A number of additional instance s of a similar value to the railroads will be found on
ainges 33 to 37.
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failed of adoption because of the refusal of the California railroad commission
tol approve certain of its features). he Imposed the condition that the sale of
the Union Pacific Co.'s holdings of Southern Pacific stock (which would be
offered for pro rata purchase to the stockholders in the Southern Pacific Co.)
should be underwritten by a syndicate.

le imposed that condition for the manifest reason that the sile of the stock.
however attractive the price tot the stockholders might be. could be insured
only in case definite arrangements were wade for I sale of the stock that
might not be taken by the stockholders upon the offering,

None of the aforementioned transactions, under the circumstances of the
cases awil the times, could have been effected equally well, if at all, by any
method of competitive negotiating or bidding.

VII. THE PAYMENT TO THE BANKER IS FOR ASSUMING A SUBSTANTIAL RiSK
AND PERFORMING A VALUABLE SERVICE

The risk taken by the banker and the syndicate he may organize is always a
real and at times a very great one. There is widespread misapprehension as to,
the profits made by bankers and syndicates upon the underwriting and purchase
of securities of railroad companies.

There is also a frequently encountered misconception to the effect that the
railroads are in the habit of paying a commission to the banker when l selling
securities to him.

When the banker forms a syndicate to underwite an offer of securities to
.shareholders a fixed commission is naturally stipulated, commensurate with
the advantage secured by the railroad company in obtaining through the under-
writing the certainty of the success of its offering, and with the risk incurred by
the banker and the syndicate affiliated with him.

On the other hand. in the case of the sale of railroad securities to or through
bankers without an offering to stockholders, it is very unusual for the sale to be
on a commission basis. As a rule, the procedure is that the banker makes
a firm bid to the railroad for such securities at a fixed price. said price with
the addition of a reasonable standardized percentage for his own compensation
being the figure at which lie expects to be able to form a syndicate. That
compensation is inI return for his preparatory work. his moral md actual
responsibility and risk and his services in managing the syndicate. It is
a charge made by the banker to the syndicate.

The compensation of the banker and the anticipated profit of the syndicate
are practically a fixed percentage. The banker's method is not, to buy low
and sell high. In fixing the selling price to the public, lie merely adds to the
purchase price a certain percentage to cover his own and his syndicate's com-
pensation and expenses, and that percentage does not vary materially irrespec-
tlve of whether the purchase price was say 90 per cent or 95 per cent or
100 per cent.

His aim and inducement are to buy at a price which will enable the securities
to be sold to the public after adding to that price the customary cmpensa-
tion. He has no inducement whatever to buy at a lesser price, because his
compensation would not be increased thereby, but on the other hand the
good will and approval of the railroad concerned would be Jeopardized.

When a syndicate Is formed the banker's financial risk is by no means
ended, as, in practically all cases, lie is himself a large participant in the
syndicate-is, in fact, exlcted to be. Moreover, generally, lie remains finan-
cially responsible to the railroad for the commitment of each individual syn-
dicate participant. The railroad looks to him for the due performance of
the contract, and not to the hundreds of syndicate members.

Again, his moral risk and responsibility towards the syndicate is great.
inasmuch as he is relied upon by its members to have examined carefully into
the soundness of the security, to have scrutinized the mortgage, to have
taken competent legal advice, to have correctly gauged the moment and esti-
mated the price at which the securities can be advantageously placed with the
public, to do the principal work in marketing them, and to guide the work done
by others.

If the banker is found wanting in any of these respects, or his judgment proves
to be faulty, lie loses the confidence of those who habitually participate in
syndicates, aid with it, his capacity to engage in financial transactions (in ;I
large scale, as it is only with the cooperation, financial or otherwise, of
syndicates that large transactions can be carried through.
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The spread on which the syndicate figures as between the purchase price
and the price of resale to the public is not more than sufficient to cover the
exp.nse dif "overhead." the outlay for advertising, circularizing, and counsel
fees, and reasonable compensation divided over hundreds of syndicate partici-
pants and distributing houses for their risk and their work in placing the
securities with the public. In view of the change which has taken place, as
previously referred to, in the clientele for railroad bands (owing to the pref-
erence of large investors for tax-exempt bonds) the selling of railroad securities
has Ibecome both a more laborious and intensive and a more costly process than
formerly. In addition to a highly trained and expensive office staff, bondhouses
nowadays must employ an army of traveling salesmen.

In order to get issues of railroad securities well placed among, and absorbed
by. bona fide investors, it is necessary, under the conditions created by the
advent of high surtaxes, to employ retail distributing houses throughout the
country to a far greater extent than used to be the case. The mar-in upon
which the calculations of the syndicate und its managers are based, must
therefore be sufficient to enable reasonable compensation to be afforded to
such retail distributing houses so as to give them a fairly adequate inducement
to put forth their efforts in placing the securities.

If. through an excessive narrowing of the margin, whether due to vagaries
of competitive bidding or to other causes, such adequate inducement can not be
given to that nation-wide force of distributing houses in the case of railroad
securities, the inevitable result would be that these houses would more and
more relinquish that field and devote their principal attention to pushing the
distribulon of industrial and other securities, of which a constantly growing
supply is available.

Under the methods now prevailing, it is wholly impossible that the originat-
ing banker, the syndicate participants, and the distributing houses can make
an undue profit as between the railroads and the public. The expweted com-
pensation for their respective services is expressed in practically standardized
percentages, varying somewhat in accordance with the quality of the security
and the risk and difficulty of the busine.is. There can be no profit to bankers,
syndicates, or distributors over and above these percentages, but of course thero

•can be a loss if the banker's judgment as to the price which a given security is
worth or as to the general condition of the investment market is at fault,
or if a sudden change occurs in that market owing to unforeseen events. The
limit of possible profit is fixed, the limit of possible loss is Indeterminate.

It Is worth mentioning in thi. connection that the banker in England doe.
not render the same measure oif service to the corporations whose security es h
sells to the public, as does the American banker. It is the practice of the
I)ndon hanker. immediately after the public Issue has taken place, to dissolve
his syndicate, distribute amongst the syndicate participants any bonds remain-
ing unsold, and leave it to them to sell at the best price they can get. Ile does
not usually consider himself responsible to endeavor to protect the stability
of the issue price.

The practice of the merican banker, on the contrary, in cases where a
public Issue has not resulted in placing with the public the entire amount
offered, is to keep his syndicate together for a certain length of time (somi-
times for a great length of time), to retain charge of the disposal of the
unsold balance and to continue his efforts to place the same with the invest-
ing public at the original issue price-a practice fairer and more serviceable
both to the railroads and to the public. Even in the case of wholly successful
issues, it Is the usual practice here to keep the syndicate together for from
two to foee months, so as to be ready to "protect" the market, as more fully
explained later.

9OMP INSTANCES OF SYNDICATE RISKS TUsxt:D INTO LOSSES

The following actual cases which are by no means exhaustive, indicate the
risks incurred by banking syndicates, and illustrate the losses and vicissitude
to which they are subject:

() In September, 1905, the Erie Railroad arranged with its bankers to
form a syndicate to underwrite the offer to its shareholders at 100 per cent
of $12,000,000 convertible 4 per cent bonds, series B (convertible into common
stock at $60 per share). The result of the offering was that the stockholders
subscribed for only 18 per cent and, consequently, the syndicate had to take
;and pay for $9,840,000 of the bonds. The syndicate was dissolved in Decem-
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ber, 1906, none of the bonds taken by it having been disposed of. The bonds
were listed on the stock exchange in February, 1907. when they sold at 85
per cent.

(2) In January, 1906, The Missouri, Kansas & Texas Railway arranged with
its bankers to form a syndicate to underwrite the offer to its shareholders
at 8 7% per cent of $10,000,000 general mortgage 41/2 per cent bonds. The
stockholders subscribed for only 50 per cent of the offering and the syndicate
had to take $5,000,000 of the bonds. The syndicate was dissolved in Decem.
ber, 1907, only a few of the bonds taken by it having been disposed of.

(3) In May, 1907, the Union Pacific arranged with its bankers to firin a
syndicate to underwrite the offer to its stockholders at 90 pr cet o" rTh.-
00,000 4 per cent convertible bonds (convertible into stock at 175 per cent.
The stockholders subscribed for barely 5 per cent of the offering and. con-
sequently, the syndicate had to take and pay for about $70,000.0H) of the
bonds. The bonds it the course of the following six months declined to 781/4
per cent.

(4) In January, 1913, the Baltimore & Ohio Railroad Co. arranged with
Its bankers to form a syndicate to underwrite the offer to its stockholders
at 95 per cent of $63,000,000 41/2 per cent convertible bonds (convertible at 110
per cent). The stockholders subscribed for barely 30 per cent of the offering
and, consequently, the syndicate had to take alnd pay for about $44,000,0)0 of th.
bonds. In the course of it few months the bonds declined to 881/1 per cent.

(5) In April, 1906, the Wisconsin Central Railway arranged with bankers
to form a syndicate to underwrite the offer to its shareholders at 89 per cent
and Interest, of $7,000.000 Superior & Duluth Division & Terminal first mort-
gage 4 per cent bonds. The stockholders subscribed for only I per cent of
the offering and the syndicate had to take $6,930000 of the bonds. The syn-
dicate expired by limitation July 1, 1008, none of the bonds taken by it
having been disposed of in the interval.

(6) In March, 1910, the Atchison, Topeka & Santa 'e Railway Co. arrahlged
with its bankers to form a syndicate to underwrite the offer to its shareholders
at 102 per cent of $43,680,000 cnvertible ,4 per cent hands dute 1960. rhe
stockholders subscribed for only about 121/' per cent of the offering. leaving
about $38,000,000 of the bonds to be taken by the syndicate.

(7) In February, 1900, the Southern uitllway sold to its bankers $20.14).000
development and general mortgage 4 per cent bonds at 89 per cent iess ,om-
mission. The syndicate formed by the tankers to handle this traitis.ction re-
mained in existence for nearly two and one-half . ears. I. e., till Juiy 1. 11.10S.
at which time the syndicate itembers had to take up 08 per cent if their
participations. The market price of tit bonds at that date' wts 74 pr cent.

(8) In January, 1909, the Western Maryland Railroad sold to bankers
$0.500,000 first mortgage 4 per cent bonds. On January 18. 19109. abolut 90 Iler
cent of the bonds had ti be taken up by syndicate participants. No bnds were
disposed of by the syndicate until September, 1914), and from then on. :al variou"
dates up to February 28. 1911: thus the syndical , lasted more than two years.

(9) In June, 1909. the Seaboard Air Line arranged with bankers for the
formation of a syndicate to guarantee the sah of $18.0110.000 adjustitt bonds
at 70 per cent. November 1, 1909, syndicate members took up about 90 per
cent of the bonds, which were disposed of in small lits between Febritary. 1910,
and November 30, 1910, the syndicate tihu, lasting about one and one-half years.

(10) In January, 1910, batikers purchased $22.000,000 Chicago Cily I Col-
necting Rtilways collateral trust 5 per cent boids. and formed a syndicate at
91 per cent. The syndicate expired in February. 1912. leaving syndicate mem-
bers with almost 90 per cett of tite total amount unsold in their hanIds.

It will be observed ttat all the above examples, the list of which cold be
considerably prolonged, relate to the period preceding the war. 'I'lh, selection
has been so made purposely, because ever since the beginning of the war the(
conditions of the investment market have not been normal. Durinr the greater
part of that period they were abnormally adverse. while since the beginning
of the present year they have, been abnotmnally favorabl-. Therefrr. the war
and postwar periods offer no basis upon whihh to found permatnent conclusions.
However. a few examples from these periods, which might be greatly multiplied,
may be inserted here:

(11) In March, 1916, bankers formed a syndicate to underwrite the offer to
stockohliders of $40,180,00 Chesapeake & Ohlo Railway Co. 30-year 5 per vent
secured convertible gold bonds at 971/2 per cent and accrued interest. Tie stock-
holders subscribed for but slightly over 5 per cent of the offering and the
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syndicate had to take and pay for $38,047,500 of the bonds, equal to 94% per
cent of the issue. At the time when the syndicate was called upon to make
good its obligation, the bonds were selling in market at 947/s per cent.

(12) In January, 1917, the Chicago, Milwaukee & St. Paul Railway sold to
its bankers at 931/2 per cent $25,000,000 general and refunding mortgage 41/a per
cent bonds, series A, due January, 2014. On April 24 the syndicate was dis-
solved, the members having to take up 43 per cent of their participations. The
bonds at that time were selling in the market at 88 per cent.

(13) In June, 1919, the Baltimore & Ohio Railroad Co. sold to its bankers
at 93% per cent $35,000,00) of 10-year 6 per cent secured gold bonds. The
syndicate remained i force until January 30, 1920, when the members had
to take up 23 per cent of their participations. The bonds were then selling
in the market tit b3.% per cent.

(14) In July, 1919, the Cleveland, Cincinnati, Chicago & St. Louis R. R. Co.
sold to its bankers at 95.l per cent $15,000,000 6 per cent bonds. On December
1, 1919, the syndicate was dissolved, the members having to take up 11 per cent
of their particlpation.. The bonds were then selling in the market at about
81; per cent.

VIII. THri NATURE AND VALUE OF AN EsTABLiSHED BANKING RELATIONSHIP

The considerations which make a system under which railroads would offer
their securities direct for public bidding, precarious, hazardous, and futile are
so patent and so conclusive that it may well be assumed that no reasonably
informed person will contend seriously that it would be either advantageous or
safe for railroad companies to pursue the course of attempting to market their
securities without tile trained cooperation of bankers,

The question remains to be discussed whether it is in the public interest
that '1 railroad company should habitually deal with a particular banker and
give that banker the preference when It has securities to be sold or under-
written as lmg as-and only so long as--it is satisfied with his services. The
following considerations are offered In support of tis, the existing practice:

(1) The present plan enables a railroad to be certain of its ability to secure
the necessary funds f-r its commitments.

It is of the greatest Importance for a railroad, when making commitments
for expenditures for improvements. new construction, equipment, etc., to be
certain that it will he able to sell tile requisite securities when such commit-
ments coome due anl must be met. That is a fundamental principde of sound
railroad financing.

Iii dealing regularly with aI banking house of ample financial strength and
wide connections, the railroad company is assured that it will be able to obtain
the requisite funds. even in unfavorable times, because the banking house, In
o1der to insure the continuity of the connection and the solvency of the rail-
roal. can not do otherwise than use to the utmost the resources and tile.
facilities of connections and credits at its disposl , to provide for the require-
meats of the railroad.

If, on the other Imnd. the railroad had been in the habit of selling its se-
curities on at cmpeiitive basis, it would have no such friend in need, and the
various bond and huinkiiig lmuses would naturally buy its securities only as it
suited their own purposes. The strongest railroads have found themselves in
tile situation where 'ge sums of money have been imperatively needed In most
unfavorable times and where only their claims upon their regular bankers have
enabled them to obtiun the necessary funds.

It has of late years been a matter of nt infrequent occurrence that during
the pendency of applications for the removal by a public service commission of
proposed )ond issues, railroads have foumd themselves In need oif temporary
financial aicommodation. For such accommodation, if not readily or oppor-
tunely obtainable from the railroad's banks and trust company connections,
the railroad would turn to its banker.

Furthermore, it the eise of bonds, the application for the issue of which is
pending before a public service commission, it is not unusual for time banker, at
the railroad's request, to obligate himself to purchase such bonds, subject to
the approval of their issue by such commission, so that the railroad is pro-
tected against an unfavorable change in the investment markets while its ap-
plication is being considered and is certain of obtaining the needed funds as
soon as the application is granted.

The temporary financial aecommodation previously referred to, and the definite
sale of bonds in advance of, and subject to action by public service commissions,

I
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have at times been of great service and value to railroads. It is doubtful
whether either expedient would be at the service of a railroad if securities
were sold by competitive bidding among bankers.

There have also been narmerous Instances when railroads which found them-
selves confronted with gravt financial purposes have appliel to bankers to
evolve plans and inaugurate measures for dealing with these problems compre-
hensively, for strengthening tleir credit, or for their financial rehabilitation
without the expense and detriment of a receivership. The accomplishment of
this task on the part of the banker involves much time. thought and study is
well as a degree of financial risk aend the assumption of great moral responsi.
ability toward investors who. following the banker's adviot-. may aid in fur-
nishing the requisite funds and who look to the banker to safeguard such
investments.

Last April, for example, the New York. New Haven & Hartf-rd IRilroad Co.
was faced with the maturity of $28,000,000 of debentures of which one-half
were held in France and one-half in this country. The conilony's credit was
not sufficient to make a new issue of securities possible. Failure to meet or
extend the debentures at maturity would have meant bankrulorcy.

With the active aid of banking houses through whom the debentures had been
placed originally and with whom the company had been in cousultation man1y
months in advance, a voluntary extension of the debentures was secured. The
negotiations Involvedi a great deal of time, thought, skill and effort, and. it is
fair to say, could not have been successfully concluded. except through the in.
fluence, prestige, skill, and activity of the banking houses concerned.

It is a significant fact that most of the railroads which have gone into
receivers' hands in recent years had followed the o,ctie #of selling their
securities to different bankers at different times, and for the iinauacig and
support of, and advice to, such railroads, and the preservation of their solvency.
accordingly, no single banking house felt itself responsible.

(2) A railroad's financial requirements must be foreseena and a.sured long
In advance of the actual need, and the present prawtite makes that possible.

In July, 1921, when investment conditions had not yet become propitious an
Issue of the combined bonds of the Northern Pacific and Great Northern Cos.
aggregating $200,000.000 fell due. The refunding of this vast :em-unt of bonds
was successfully accomplished with the aid of the bankers who lad been con-
cerned in their issue originally. The prepantions for this refunding operation
had been in progress for the best part of a year and were icac.'-Aarily of the
most elaborate character.

Manifestly, this Immense operation could have been suK~tssfuhiy carried
through on an acceptable basis only by experienced bankers of high standing
and nation-wide connections, who were familiar with the hist&'ry of the tranes-
action and the manner in which the securities to be refunoled were held. and
who had adequate Inducement to give to this complex and dimcult negotiation
.the time and thought and the painsttking effort whica its preiaration required.

In June, 1906, when the investment market In this country was practictilly
at a standstill, American bankers placed atn Issue of francs 25 1. 000,(w Penn-
sylvania Co. 3% per cent bonds in France; In February. 1907. an issue of
francs 145,000,000 New York, New Haven & Hartford Railroad Co. 4 per cent
bonds in France and Germany; in March, 1910, an Issue of francs 150,000,000
Chicago, Milwaukee & St. Paul 4 per cent bonds fit France asid England: t.nd
in February, 1911, an issue of francs 250,000,000 Central Pacific Railway Co.
4 per cent bonds in France and England.

All of these loans were negotiated at times when It was of great advantage
to the railroads as well as to the general financial situation t obtain money
abroad. They took many weeks for preliminary negotiations and complex ar-
rangements and could not possibly have been negotiated on a ct mpetitlve basis.

One railroad company alone must provide for $130,000.000 of maturities in
192--and another for $50,000,000 the same year. It will inevitably be neces-
sary for these companies to consult with hankers a long time before the ma-
turity date, and devise plans for refunding, and obtain competent advice as to
the best moment and method for carrying out these large transaction.

No banker could reasonably be expected to undertake the task and assume
the responsibility of building up a railroad's credit, of stultying and advising

I (Examples: Wabash, Western Maryland, Wheeling & Lake Erie. Kaus City, Mexico &

Orient St Louis & San Franciseo, Norfolk & Southern, Chicago Great Western, Chicago,
Bock Island & Pacific, etc.)
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upon financial policies and methods, and putting Ills skill and placing power
and sponsorship at its disposal If lie had to expect that after having devoted
his time, effort and reputation to the work, the security issues of the railroad
would be thrown open to competitive bidding, whether general or confined to
bankers, regardless of whether or not his own services were faithful and ef-
ficient and satisfactory to the board of directors and management.

(3) The technical advice and the assistance growing out of the practical
experience of the banker are of great value to the railroad.

A. IMPORTANCE OF ADVICE AS TO THE BEST TIME TO ISSUE SECURMTIES

In dealing regularly with one banking house, a railroad obtains the benefit
of expert advice (and that from some one thoroughly familiar with, and inter-
ested in, its affairs) as to financial policy, as to the best and most opportune
time for selling securities, and for providing for its financial requirements, its
to the class and kind of securities best suited to conditions prevailing and to be
anticipated, and as to the best method of offering them to the public.

The element of the selection of time is of much importance In itself, for it
happens not infrequently that the lapse of a single week or less measures
the difference between reasonably favorable and unfavorable or even totally
forbidding conditions.

Tile ebb and flow of the currents in the investment markets depend on many
and complex conditions and considerations, and it is one of the functions of
the competent banker to keep himself posted as to affairs, aspects, and pros-
pects in America, Europe, and elsewhere, anl to anticipate in his Judgment
and advice their results and their effects upon the money and investment
markets.

The advice and cooperation of the banker are especially important to railroad
companies during periods of declining security values with which the Inter-
state Comnerce Commission has not yet had o(:catilon to deal, inasmuch as
daring the more recent past there has been an almost continuous upward trend
of prices. In tines of declining markets for securities, quick action and sound
advice are particularly essential. Premature publication (of a company's in-
tention to issue new securities must be guarded against. Apart from other
considerations, holders of its securities already outstanding might hasten to sell
their holdings without waiting for full information. Such premature selling
might so affect the market as to make the new transaction more costly or
perhaps impossible.

Furthermore, public knowledge that. one or more issues of railroad securities
Sare conte ,plated, might cause industrial concerns or foreign governments
or municipal;tles to hasten offerings of their own securities, as indeed has
occurred in the past, so as to anticipate the railroads' offerings and get prior
access to the Investment market. The supply of available Investment capital
has. of course. its limitations, and in normal times the rule " first come, first
served" does apply to a certain degree.

If a sale by public tender or by competitive negotiating or bidding among
bankers were required, no one would be interested in supporting the market
for a company's outstanding securities; In fact. prospective bidders would be
benefited by a decline. On the other hand, with bankers having a continued
inter-st in its welfare and a publicly recognized moral responsibility for Its
securities, the situation is quite different.

In this connection the question may be pertinent its to the relative desir-
ability of the practice of selling securities before (or simultaneously with) the
application to the Interstate Commerce Commission for approval, the transac-
tion being madq subject to tile commission's subsequent approval, or of de-
laying the offering until the commission's approval has actually been obtained.
On the whole, the first method, although not free from objection, would seem
to be the safer and more desirable from tile point of view of tile railroads.
It is quite impossible for any banker to definitely advise a corporation, with
any degree of positiveness, as to the price its securities will command several
weeks later. Too many elements of uncertainty are involved. The publication,
weeks in advance of the actual consummation of the transaction, of tile in-
tention of railroad companies to make issues of securities might prove seriously
detrimental as Indicated in the preceding paragraph.

Everything considered, it would seem best that the companies should be
accorded discretion to exercise their own best Judgment in each instance

I
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whether they should sell subject to subsequent approval by the commission,
or should first obtain the commission's leave for selling, at a price not below
a stated minimum.

0. IMPORTANCE OF ADVICE AS TO TECHNICAL DErAms SURROUNDING ISSUANCE OF
S CU:I'rrEs

It is of great importance that care should be taken that new issues of
bonds should comply with the statutory requirements of varioiis Sftates re-
specting legal investments of insurance companies. savings banks. id othor
fiduciary institutions. Whether or not a given issue of bonds me,,ts these
requirements will often make a difference of several points in their val.

Investors attach considerable Importance to knowing that the mortgages.
trust deeds, etc., and all legal steps relating to the issue of securities which
they are asked to buy have been carefully examined by bankers of repite
and experience and their counsel, with a view to safeguarding the Itierest
of the holders of the bonds as distinguished from those of the railroads, the
makers of the bonds.

The mortgages and trust deeds under whihh the soeuritie s are to he Issued.
before being put In final shape, are carefully gone over by the banlker, and
his advice is given with the view to creating the best anl most salable
Instrument satisfactory both to the public and to the railroad company. and
having due regard both for the protection of the Investor and for the future
financial requirements of the railroad. Such advice Is frequently, especilly
in the case of large refunding mortgages which are meant to be the prineilPl
means of raising money for tile railroads for years to cone, of very great
utility. It Is likewise greatly valued by the Investor \vho has clome to rely
upon the tried and tested thoroughness and competence of experienced and
highly reputed bankers to protect the Interests of the Investing public it)
respect of not only the Intrinsic goodness of a .security for which they benme
sponsors, but also in respect of the provision of the mortgage or trust deed
appertalning: to such security

(4) The bankers' dual oblitation to the investing public on the one hand
and on the other to the corporations whoni lie serves,. vostitute.s a protection
to both.

The leading bankers could tint maintain their position .s such. If they did
not have the confidence of the investing publh and a large following amongst
Investors., large and small, both here and abroad.

Careful analysis, continuous id watchful scrutiny, in respect of securities
issuepl by hint and of ti' compnles oncerned. are essential funelions of the
hanker. In buying, speuritles and offerhig them for sale, he lives public notice,
SO to 4peak. that lie has examined Into, ,and satisfled himself as to, their
safety and merit.

The banker iloes not safegLard merely the technical and, to the best of his
ability, the intrinse soundness of the seiities lie issues: It is alike his duty
and to his own self-interest to protect :'nd stand behind the securities for
which ho, is recognized as sponsor. just as it is his duty and to his own self-
Interest to satisfy himself by careful investigation as to the soundness of such
securities, because the iank-r whose clients suffer loss through following his
advice will very soon lose his reputation and the confidence and patronage of
his clients.

Tle banker knows well that such reputation and confidence mre the main-
stays of the prosperity and success of his own business and, once forfeited, are
exceedingly difficult to regain.

" PROTECTING" THE MARKET

The function of the banker [i "protecting" the market for securities issued
through his house is of peculiar importance.

Reference has been made to the altered character of the Investment market,
in which a great army of small Investors his come into existence to take the
place of the larger Investors who because of preference for tax-exempt securl.
ties, can no loiiger be counted upon to be a considerable factor In absorbing rail-
road securities.

If that army, so important and desirable from the social and economic view-
point, and created' tit such great cost and effort, Is not to disintegrate again,
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it is absolutely indispensable that the market for the securities which they
have bought, be " protected" at least for a reasonable length of time after the
offering (barring exceptional economic or financial changes) -which protection
is one of the useful and legitinmte functions of leading issuing houses and has
no relationship whatever to what is usually termed manipulating or "rigging"
the nn rket.

It must Ie made somebody's business to see to It that if tile Investor wishes
to sell within at reasonable time after having bought, he can, under normal con-
ditions, find a market at or near tile price at which he bought.

Tio provide such a market by being able and willing to a reasonable extent
to repurchase bonds sold by him, is part of the business of the banker who
made the public offering-provided that lie has a definite and acknowledged re-
lionship toward the company whose bonds lie has offered. If lie has no such
relationship, if the public offering Is simply the result of competitive bidding,
either general or limited, the banker mny be expected to be apt to feel that his
functions are completed when lie has marketed the securities.

Tl result would IK' that tile llninvily v'ltilallh work which had been
doe lately of poplularizing railroad honds might ht largely undone, the vast
.lientele which had been created for railroad bonds might bo materially cur-
tailed, and the resulting diminished demand for railroad bonds could not fall
to be reflected i tit- price level which they wituhl command.

T' ctintinuing responsibility of th banker for bonds whichli h as offered
and old ullnder the existing s3 stei of dealing betw'eii banikeis and railroads
is an exceedinxly valuable element from the point of view of thie small investor
and a strongly steadying factor ii the nlarket for railroad securities. ''liat
respoinsilbility would be jeopardized by competitive bidding, whether general
or limited.

It Is interesting. to note in this ('oi(lin tiMit even so eminently successful
U public offering as that of time recently issued United tStates Government 41,
per cemit bm(inds was followed by t substaitial de'ilne in the( mark:,t price of
those bonds below th' price of Issue. There being no oe, responsible for the
" pr,,tetlon " of the market for tho.i' hoods, the price dcelim,d quickly from the
Issuing price of 100 to 98.90 pir int. which in the, vase of the world's premier
government security has considerably greater signhilhanc' thai a like decline
Would have in the case of a cop'lorate issui.

It is to the Interest of a railroad company that its securities should be
aborbed by the investing public and that their market value should he main-
laiod, under normal conditions. It is more Implrtant to the railroad iuiistr."
at large that a favorable reputation, the. good will of the investing public and .1
broad. steady demand for its sieurithes should iho pre.ervod than that in every
Instance tit, very top-mn,,teh price should bi obtained to which, through taking
advantage of fortuitous clreunstances, the purehainil g banker may be1, driven.
Tgo (isappoint and disgruntle ti' Investor by selling( him securities it uindulv
hith prlci,- which will not sland the test of the workings of ordinary supply
:ind dvieandl Is. In Its ultimate consequences. to be " penny wise 1111(1 pound
fotolisl.." espec-ially silce railroad securities ire nore alnd nore coming into
ca impetition for public favor %%ilh Iidiisrhil seiuritu's.

''lie end flit railroad company should always have In mind is to maintain
a broad aid stable market f~ir Its securIties, an(i to that end wlst. dire(tlion
In lhe inhtterest o f railroad credit -cii-iirally and of the particular borrower may
eveil i-'lkt' it desirable, in given instanci-s, uidi' all tihel sirroundimg clircim-
stances of tile c .se. to ac'eI'pt an offe;' which would vinalble resale to Ile public
under tested and responsible auspici's at a fair and reasonable prie, rath'i*
than all offer of an extreme prlue with tiet resulting consequencee of li resale
to the public being attemlpted necessarily alt a, unduly high level.

It may safely be said that such railroad issuesuS i art' known to be under
the intabitual spon.sorship and conseqmnt moral respinsibllity of well.known and
stron, bankers have 31 wider amd stwi'dler market and command better pries
amoIngst investors til those \'hli.h are ilt under sllch auspices anlmd respon-
sibility.

If the sale (f securities were thrown open to comnlietitive iiegotlatisig or
biddinic. either general or limited. the possession of lar::., capital would lend
to become tile prime requisite for dealing ii securities. -iid the fallncier or
combination of financiers ,ontrlling tile largest amount )f capital would have
a miuli more potent advantage over ithier.s than under now existing 'conditions.
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Tile exercise of care, skill, industry, scrutiny and the sense of moral re-
.ponsibility toward clients, which now tire and always have been the prereq.
uisite for acquiring the reputation and the public-confidence upon which an
investment bankers position depends and without which it can not be main.
talned for any length of time, would no longer be essential.

IX. SUMMARY AND CONCLUSION

(A) The vital necessity is to obtain for the railroads the assurance of
adequate capital uvon favorable terms.

(B) The existing practice of selecting, and dealing with, a particular bank.
ing house as long as its services give satisfaction, is an outgrowth of actual
experience in the effective marketing of securities.

(C) In dealing with so delicate a matter as security markets it is of
primary consequence that any plan adopted for the sale of securities shall
command the utmost confidence oil the part of investors.

(D) The existing practice has proven itself, in numerous instances, of the
greatest utility to railroad corporations, and actual experience demontrates
that the remuneration to bankers and syndicates is but a fair equivalent for
very real services actually performed and risks assumed, and that tle average
of such remuneration, over a term of years, has afforded no more than a rea-
sonable return upon the capital involved. ald due compensation for the work
rendered.

(E) The existing practice has been found effective by industrial corporations
not subject to publie regulation, and it is the method employed by many for-
eign governments an(' municipalities in the issuing of securitle.

(F) Some of the advantageous characteristics of tie present practice re:
1. The relationship between railroad and banker Is wholly informal and(1 con-

tinues only as long as it is deemed advantageous to the railroad by its officers
and directors.

2. The rehltlonship, while in no way litnithig the railroad's freedom of ac-
tion, does impose upon the banker definite and continuous dlities and obliga-
tions.

3. The bankers have no lmnvtwr to determine tile ileisioi of railroads in such
matters.

4. The banker is not only the distributor of and propagandist for railroad
securities, but lie fulfills, at his own risk and cost, the important and valuable
function of steadying and protecting the market for such securities.

5. The railroad receives continuously the knowledge, services, skill, standing,
financial advice, and financial potency of the banker In both good and evil
times.

0. The banker advises as to tile financial situation and policy of the rail-
road, prepares plans for meeting requirements, recommends tile kind and char-
acter of the security to be created, scrutinizes mortgages and trust deeds, and
indicates the best moment at which to sell.

7. The bonds of the corporation represent a promise to pay. Tihe value of
that promise depends not merely upon the tangible security offered, but also
upon excellence and fidelity of management. While strictly refraining from
any attempt to influence the operating and tariff policies of the railroad, it is
the banker's duty and self-interest, to the best of his ability, to promote wise
andi sound management and safe financial policies on tile part of the corpora-
tion, the securities of which lie hits issued and for which In has consequently
assumed moral sponsorship before the Investing public.

8. Even where affiliations between particular bankers and railroads avoid
nominal competition, there is a potentiri. competition "which operates power-
fully in the following particulars:

(a) The fact that complete publicity is by law enforced as to the terms upon
which security issues are obtained by bankers naturally causes both the banker
and the railroad to seek to give, oil tile one hand, and to obtain o the other,
the best terms which conditions and circumstances warrant.

(b) The fact that the ternis Involved in a contract between tile railroad and
tile banker must be approved by public authority is a moral guarantee that
such terms will be proposed as will stald well.informed scrutiny.

(o) If railroads find that other companies are securing better terms through
other bankers, it is Inevitable that othvr bankers will ultimately obtain the
business.
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(d) If railroads can not obtain what they consider satisfactory terms from
their regular bankers, they are entirely free to terminate the negbtlations and
do business with others.

(G) There Is no reason to think that, year in and year out, railroads would
obtain higher prices for their securities under any form of competitive nego-
tiating or bidding than under the present practice. There is every reason to
think that the stability and broad receptiveness of the market for railroad
securities would be lessened and the interests of the investors less carefully
and responsibly safeguarded.

(H) Many, If not all of the effective values of the advantages (both to the
railroads and to the investing public) inherent in the present practice, would be
eliminated by competitive negotiating or bidding, whether unrestricted or con-
fined to bankers. "No banker could be expected to give his time, effort, reputa-
tioli, and responsibility, material and morad, to the financial affairs of a
corporation if lie is wholly uncertain whether he will reap any return for his
services, as must necessarily be the ease in the event of competitive negotiating
or bidding.

(I) To change tile prevailing lracti.e would mean to give up definite and
tested benefits, alike to the railroads and to the public, for the sake of one
wholly problematical advantage.

(J) Practical experience shows that the operation of the present method
under public supervision and with full Inblicity attending It, assures more
success than any other phin yet proposed or practiced ln obtaliniiig the necessary
capital for the railroads upon favorable terms.

(K) To the extent that the terms upon which securities are sold have a
bearing upon the rates paid by the public for railroad service, the present
method secures to the public, insofar as that item is concerned, tle lowest
burden upon the rates and the greatest assurance of the railroads being able to
obtain the caplfal to provide necessary facilities.

CONCLUSION

TLo compel railroads to have recourse for the sale of their securities to com-

petitive negotiating with or bidding on the part of bankers and brokers, or to
direct offerings to the public, would be to run counter to the practice and exper-
ience of every country In the world.

It would confuse and trouble the Investing public and destroy elements and
features of evident tand proved value for public protection.

It would tend to make the possession of capital the sole requisite for dealing
in securities, irrespecive of skill, care. reputation, and the confidence of
investors.

It would limit, hainper and restrain tile flow of capital into American rail-
road securities and cause delay, uncertainty, risk. and damage to railroad
corporations.

Railroads and other corporations should be left free, under the responsibility
of their board of dire-.tors, and subject to such authority over the Issue of their
securities as is now exercised by the Interstate Commerce Commission, to deil
with whatever banking houses they deem it in their best Interest to employ.

They sht.uld neither be bound by contract or control to deal with ainy one
banking house exclusively, nor forced by statute or regulation to take the
chances involved in competitive negothiting ori bidding among bunkers or of
direct dealing with the public.

Respectfully submitted.

OcTOnER 25, 1922. KtHX, I)Fn & CO.

WAR DEBTS AND REPAIATIONS--EXTE. ION OF REMARKS OF IO. FIORELi.O H.
LAGUARDIA, OF NEW YORK, IN THE HOUSE OF REPRESENTATIVES FRIDAY, D-
CEmBE 11, 1931

ARTICLES FROM THE NEW YORK AMERICAN CON'CERNINO INVESTMENTS OF AMERICANS
IN FOREIGN SECURITIES

Mr. LAGUAnDIA. Mr. Speaker, the New York American has published figures
indicating the extent to which Americans have invested in securities of foreign
countries.
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It is evident from these articles that a thorough search was made for facts.
The results of the New York American's survey were published in a series of
articles.

In view of the widespread Interest in this subject, with Congress considering
the war debts owed the United States by foreign nations, I believe the articles
from the New York American will be of great assistance to Congress and the
country.

The articles are as follows:

[No. 1, November 8, 19311

BILIjONs OF DOLLARS Loss To AMERICAN PRIVATE INVESTORS IN FOREIGN SoURI-
TIES Is DiscLosED IN A SURVEY JUST COMPLETED BY THE 'Naw YouK
AMERICAN

The survey, covering the entire field of the American public's foreign financing
since the war, reveals enormous depreciation In at least 90 per cent of the
foreign bonds, and stocks sold to the American public during the hectic period
facetiously characterized as "America's attainment of fts financial majority."

What this achievement has cost America's private Investors is tragically por-
trayed in facts and figures which will be presented in a series of articles of
which this is the first.

COST ENORMOUS

What the cost of the foreign financing folly Ires been indirectly can only be
approximated. How serious an influence the phenomenal losses in foreign
securities have been on the American securities market can only be surmised.

Suffice to accept as probably enormous the pressure which the huge losses
have exerted upon banking and private loans secured in large part by the
supposedly safe foreign securities. With the rapid shrinkage of their value
the effect undoubtedly has been to force heavy dumping of our own American
securities with disastrous consequences to the American markets.

The survey includes only those securities actually publicly offered iti the
United States and, presumably, bought by the public in firm conviction that
they were participating in sound investments, as represented by the Nation's
leading bankers.

SCOPE LIM ITED)

No account Is taken of the enormous aggregate of short-term credits, central
bank credits, etc., running upward of a billion dollars, and advanced in great
part out of public funds placed with the Nation's banking community. Nor is
Canada's vast borrowings included in the survey.

The story of America's private foreign "Investments" is one of simple faith
and bitter disillusionment.

It is a tale of violent depreciation, of virtual cancellation of invested funds.
It is written across the boundaries of virtually all nations, great and milor,
of Europe, and through the whole of South America. Other parts of the world
contribute to the tragedy, but these two continents-Europe and Siuth Amer.
lca-absorbed the greatest proportion of America's private foreig, lending of
the postwar and war periods.

America's private foreign financing is a portrait of a nation following blindly
the dictates of a banking community suddenly become international-minded
getting into "foreign entanglements" in a financial sense, and running amuck
on misguided conception of foreign "investing" or lending, extension of loans
with a colossal ignorance of prospects, and with a prodigality unequaled In the
economic history of the world.

The American private investor's experience in foreign financing has become
a nightmare, and hundreds of thousands of our Investors have suffered there-
from.

In all, the world at large during the period of 1914-1930 came to the United
States for a total of $15,000.000,000 in loans.

This is wholly exclusive of the billions udvanced directly by our Govern-
ment to Europe's governments as "war loans" and which the debtor countries
to-day are seeking to have canceled.

Funds for those loans, too, came from the American investor via the Liberty
and Victory loans, but for the purpose of the present survey they are entirely
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ignored. As a matter of fact, these government loans have at least the United
states Government's backing and as such presumably are subject to protection
by Uncle Sam.

But what of the private "investor".

THREE CLASSIFICATIONS

There are three classes of foreign financing:
1. Government loans-by the United States Government to foreign govern-

ments (the war loans).
2. Private credits-extended by banks and banking houses out of funds in

their control.
3. Public loans-advances by American banks and bankers to foreign gov-

ernments and corporations and municipalities, the funds being derived front
sale to American private investors of the bonds and stocks of the foreign gov-
ernments or corporations.

It is with the latter class of financing alone that the American's survey is
dealing.

From an insignificant annual lending of a comparatively few millions, or
better still, from being itself a borrower, the United States following the war
became the great supplier of capital for the entire world.

QUESTION OF PRIORITY

Naturally, in view of the difficulties which since have become publicly known,
the major question becomes--

Which class of loan shall have priority, government-to-government, private
credits, or loans made by private American investors? This is a matter of
prime Importance to the private investor, especially in view of the violentcampaigns now engaging the financial world with respect to priority of loans.
For a great many investors the question already has been answered by reason
of the virtual wiping out of their investments.

Our annual private lendilg abroad bounded forward with amazing rapidity,
until it finally crossed the billion.dollar mark in 1924. Then followed a re-
aarkable era of billion-dollar years, during which governments, corporations,
iatuniclpallties, churches, and almost every other conceivable enterprise or
element the world over drew uloui time seemingly endless American reservoir
of capital.

Nio JMFINITE POLICY

And borrowing vts easy. Tlhe American Investor was relying upon the
bankers. And faith in the banker was virtually the only measuring rod for
the investor, for the bankers themselves were subjected to virtually no
restriction.

The State Department at Washington, which conceivably is the proper safety
valve for such activities has never hadi a definite policy regarding private loans
to foreigners or foreign issues floated in the United States. From Washington
comes this explanation of the State Department attitude:

"There is an understanding between financiers and the department by which
all such loans are submitted informally to the State Department before any ac-
tion is taken in order to secure State Department approval.

"This has been the practice for some time now dating back to the Coolidge
administration. In general, loans are approved if for constructive purposes
rather than for military purposes."

LITTLE RESTRAINT

Actually the State Department control over foreign Issues has been perfunc-
tory. Its restrictive powers were exercised, if at all, In exceptionally few in-
stances on record.

No official restraint was practiced anywhere in the United States with respect
to foreign loans being sold to American private investors. Not even the blue.
sky control which frequently detects and prevents fraudulent or suspicious
domestic financing was effective in stemming the tide of foreign loans.
The sellers of these foreign securities enjoyed an absolutely free hand in

their foreign-issue offerings in the American market, even securing listing on
the New York Stock Exchange and other American exchanges by the mere
formality of presenting an Innocuous document prepared by the minister of
finance or treasurer of the foreign nation, municipality, or enterprise.
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No check-up was made by the stock exchange to ascertain the accuracy of the
statements therein made, and no recourse is left to the American investor but
to sit idly by while his investment suffers untold shrinkage.

NO RIECOURISE

For to what source is the American private investor to appeal for aid In
providing suspicions of fraud or immorality in the financing? At least the
great banks of the country and the banking houses now worried by their
"frozen credits" in foreign nations can demand Government support to their
attempts to recuperate their losses.

But the Individual private investor has nothing but a vicious loss to record
his participation in the Nation's rise to " world banking leadership."

How great an outpouring of public offerings of foreign securities was ex-
perienced during the last eight years alone is graphically evidenced in the
following table:
1923 ----------------------------------------------------------. $497,000,000
1924 ----------------------------------------------------------- 1,217,000,000
1925 -------------------------------------------------------- 1,316,000,000
1926 -------------------------------------------------------- 1,288,000,000
1927 -------------------------------------------------------- 1,577,000.000
1128 -------------------------------------------------------- 1,489,000,000
1929 ----------------------------------------------------------- 705, 000, 000
1930 ------------------------------------------------------- 1, 087, 000,000

What amazing influence had stretched itself over the United States sufficient
to induce such prodigal lending? True, the Nation emerged from the war
powerful in resources, and its material wealth, aside from lo.s of umnan power.
was tremendously increased.

But wihy the staggeringly immnens.p foreign lending?
SECRET GU.RiD iO

Representative McFadden, chairman of the 'ongressional Banking and Cur.
rency Committee, has publicly declared that internitlahnal bankers reap coni-
missions or profits of 8 to 10 per cent on foreign fimncing.

The exact figures of comindsslons or profits are closely guarded secrets. The
New York American attempted to ascertain tile figures from New York bankers,
from Washington, Paris, London, Berlin, and elsewhere, but all to no avail.
They may hold the secret for the great banking flotations! There has lately
arisen a growing demand for congressional investigation of the whole sordid
story of American foreign financing spree.

Representative McFadden's assertions, if they can be accepted, would place
a possible profit to the bankers on their foreign financing operations at from
twelve hundred million to fifteen hundred million dollars. At 5 per cent the
profits to the security dealers would be $750,000,000.
But whatever the inducement for the great flood of foreign financing, the

American investor is paying the fiddler.
SOUTHi AMEI:ICA HIT

What is the record? Only facts and figures are presented.
In the course of the American's survey a compilation became available front

a seemingly unprejudiced source. It Is a table presenting details of the United
States public's "investing " record in South Amnerca. The source is the Latin-
American lomndholders' Association I he,.), an organization formed, incidentally,
lipoanse of the tragic depreciation in our investments on that continent.
The losses suffered in South American investments are fantastic.
Tl:e association's cOmpilation relates that approximately 80 per cent of

American investments in that continent had been wiped out by reason of the
depreciation in market values of the " dollar loans" sold to the United States
public!

Here are tie association's figures:
One hundred and twenty-two South American dollar loans have shrunk in

value an aggregate of $1,100.000.000.
Their aggregate par value is only $1,531,900,000.

WOI11[ ONLY 10 PEu CENT

For some countries the bonds sold to American private investors dropped to
an average of less than 10 per cent of their par value. Peru's bonds were
selling this year at 6.8 per vent of par!
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Nor was this an Isolated case.
Bolivia's bonds were quoted at but 7.7 per cent of par.
But why take Individual Instances for recording? Here Is the association's

compilation, country by country:

Approximate mar.ket value at 1931

Approximate low Contraction
Amounts principal In valuesissued amounts P values

outstanding Per from Par
Dollars cent

of par

Argentina ................................. $420,418,500 $389,414,000 122,035,0001 31.4 .$207,379,000
Bolivia .................................... 6b,53,500 59,293,000 4:521,000 7.7: 54,772,000
Brazil..................................... 414,130,000 359,745,000 63,035,000 18. 1 ; 29,710,000
Chile ...................................... 296,112,000 282, 935,000 33,947,000 12.0 248,989,000
Colombia ........................... 170,333,000 154,358,000 28,781,000 W. 18.7 '133,577,000
Peru ................................ 9,500, 000 95, 0 ,152, 000 6.8 84,798, 000
Uruguay ................................... 67,757,000 59,490,000 14,272, 000 24.0 45,218,000

Total ............................... 1, 93l06,00 1, 390,185, 000 272743,000 ....... 1,123,442,000

One of the Peruvian National Government issues sold at 5 . The interest
alone called for 6. The bonds were sold at 91/.

The associttion estimates that 200,000 investors and millions of other people
Jn the United States are directly involved In these loans. The chairman of the
association remarks:
"It is too much to hope that all of these issues will ever be paid 100 per

cent."
Chile, Bolivia, and Peru already have defaulted on their bonds.

EXACT STATUS VAGUE

Brazil, while not actually in default, has made an arrangement whereby its
obligations are paid by coupons of interest-bearing scrip. Considerable mystery
still surrounds the actual disposition of the Brazilian debts.

The scrip policy has been offlcitl adopted by the Government of Brazil through
an arrangement with creditors, but as yet the Brazilian States and municipal.
ties have not announced their status regarding their securities.

(The New York American's next article in this series, to be published to.
morrow, will (teal with the individual records of the various South American
dollar loans sold to the American investor. Subsequent articles vill deal with
the European phase of the foreign-securities spree.)

(No. 2, November 9, 19311
FINANCING COMPILED MAINLY THIvwUci Si.I OF " DOLLAR BONDS"

(Following is second article in the New York American series on foreign
securities publicly sold in the United States. First article disclosed billions of
dollars loss to American private Investors who bought foreign securities. It
related a loss of $1,100,000,000 in American purchases of South American
"dollar loans.")

During the period 1914-1930, inclusive, $2,238,000,000 South American govern-
ment and corporate bonds and stocks were sold to private investors in the United
States.

The total borrowings were divided as follows:
Argentina ------------------------------------------------------ $924,740,000
Chile --------------------------------------------------------- 514.152, 0001
Brazil -------------------------------------------------------- 448,4167,000
Colombia ----------------------------------------------------- 219. 774, 000
Peru ---------------------------------------------------------- 1M, 710,000
Bolivia -------------------------------------------------------- 72. 930. 0W
Uruguay -------------------------.-------------------------- 53.918,000
Venezuela ----------------------------------------------------.... 42,892. 00
Paraguay ----------------------------.------------------------- 2,272.000

02928-32-PT 2-3
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The greatest portion of South American financing in this market has been
through sale of "dollar bonds" to the American private investor. There are
still outstanding, at par value, $1,396,000,000 of such bonds.

VALUE AT TOW PRICES

Their value, however, at the 1931 low prices, approximated $272,000,000, a
depreciation of 80 per cent.

The above table of South American "investments" sohl to American investors
entirely excludes whatever credits have been advanced to South American gov-
ernments, business enterprises, municipalities. and others, where the funds were
not obtained through direct sale of securities to the American public.

It is understood that the aggregate of such credits Is enormous. There has
also been a huge total of offerings to the American public of securities repre-
senting United States or semi-United States companies operating In South
America, but which also has been excluded from the present study.

BIR SHRINKAGE

The record of the "dollar loans" of South Amrica bought by American
private investors is dramatic evidence of the phenomenal slhrinkage in values.
The complete record of each "dollar loan," as compiled by the Latin-American
Bondholders Association (Inc.), Is shown in the following table:

Complete record of " dollar loans"

Borower

AREONTINA

National Government ....................

Buenos Aires Province ...................

Buenos Aires City ........................

Cordoba Province ........................
Cordoba City ............................

Mendoza Province .......................
Santa Fe Province ........................
Santa Fe City ............................
Tucumnan Province .......................
Tucuman City ...........................

Total for Argentia ..................

BOLIVIA

National Government ....................

Total for Bolivia ....................

Ap
nt Cou- rice

Amount ' pon Year
issued per Amount

cent outstand-
* ing

$40,000,000 6 1924 96h, $35,938.000
30,000,000 0 1924 95 1 27,657.000
45,000,000 8 1925 96 41,818.000
29,700,000 0 1925 96 27,005,000
20,000,000 8 1926 98 19,006 000
16,900.000 6 1926 983Y4 15:942,000
27,9000,070 6 9 9 25,6,000
21,200,000 6 1927 99 1 20,268,000
40,000,000 6 1927 99q: 38,227,000
20,000,000 5! 1928 97 '19,217000
14,472,000 71 1926 99 12,58,000
10,600,00 7 1926 96%' 8,978,000
41,101,000 . 1928 962, 39.4Q6,000
11,675,000 6 1930 95j1 11,500,00
8,490,000 6J 1924 U6, 7,670,000
3,396,000 6 1927 97j 3,221,000
3,396,000 6 1928 98%' 3,242,000
5,943,000 7 1925 95 4,743,000
4,669,500 7 1927 U8$ 4.414,000
2,547.000 7 1927 97 , 1,750,000
6,500,000 7H 1927 98$ 5,000000

10,188.000 7 1925 96 7,734,000
2,122.500 7 1927 94gI 1,795,000
2,122,500 7 1927 9434 1,897,000
3,396,000 7 1928 9634 3,150,000

420,418,500 ...... .......... 389,414,000

2,400,000 6 1917 0734 1,29,0
21,000,000 8 1922 101 1 ,

3,065,000 8 1924 93 : 22,074,000
2,188,500 8 1924 93 iJ

14, 000,000 7 1927 98g 13,380.000
23,000,000 7 1928 97 22,56,000

88,653,500-- - ...... .-59,293,000

proximate

Low Market
1931 value, low,

1931

35%j $12,758,000
3534 8, 918,000D
353 14,845, 000

3 1 .748. ODD
353, 5,659 000
35% 9,106:000
35 7,195,000
35 13,571,000
31 ,957, 000
25 3,147,000
23hi 2,110, 000
1934 7,702,000
18%1 2,099, 00
30 2,341,000
28 902,000
28 908,000
41 1,945,000
16 706,000
30 525,000
18 1,062.000
30 2,320,000
25 449,000
25 474,000
25 788,000

122, 035,000

7 90,000

10 2,207,000

64 870,000
6 1,354,000

...... 1 4,521.000
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Complete record of "dollar loans "-Continued

Borrower

BRAZIL

Federal Government .....................

Rio de Janeiro City ......................

Ceara State ..............................
Maranhao State ..........................
Minas Geraes State .....................

Parana State ............................
Pernambuco State .......................
Rio (is Janeiro State ......................
Rio Orande do Sul State .................

Cons. Munhcipal .....................
Porto Alegre City ........................

Santa Catharina State ....................
Sao Paulo State ..........................

Sao Paulo City ...........................

Total, for Brazil ....................

CNILE

National Government ....................

Mortgage Bank of Chile ..................

Chilean Cons. Mun .....................
Santiago City ....................

Cou- I
Amount pon Year Price
issued per

cent

$0000,000 8 1021 98
5,000, 00 1972 9O

6), 00,00 6y1: 926
41.5w000 61' 1927 92'
12,000,000 8 1921 97
30,000, 000 61,2 1928 97
1,770,000 6 1 1928 99
2,000,000 8 1921 199M
1,750,000 7 1928 94
8, 500, 000 6.1 1928 972
8,000,000 Y1929 87
4,860.000 7 1928 98
6,000,000 7 1927 978
, 00,000 6 1929 91!2

10,000,000 8 1921 99
1

2
10,000,000 7 1 1927 98
23,000,000 , 1928 94%
4,000,000 7 1 1930 j97
3,500,000 8 1922 9
4,000,000 7, 1926 96
2,250,000 7 1928 97h
5,000,000 8 1922 101

10,000,000 8 1921 I 974
15,000,000 8 1925 99h
7,500,000 7 1926' 960!2

15,000,000 6 1928 941
35,000,000 7 1930 90'
8,500,000 6 1919 12:
4,000,000 8 1922 100

414,130,000 ...... ...... ...

18.000,00W
42,500,000
27,500,000
'1,000. 000
4k,912,000
10,000,000I
25,000,000
20,000,0001
20,000.0001
20, 000,000D
20,000,00010,000,000
15,00,00

2,200,000

Total, for Chile ............... 112,o 000

COLOMBIA

National Government ....................

Agricultural Mortgage Bank .............

Antioquia Department-
A
D...... .......... ......... oo

t. . ............
21.........................D o .... . . . . . . . . . . . . . .o o
Isot ... .. . . . . . . . .°. . .. . .
D2 ... .... . .. .. ...............

3d ....................................
Interest .............................

Medellin City .........................

Calias Department ...................

Cauca Valley Department ................

25,000,000
35,000,000
3,0(K), 000
3,000,000
5.000,000
5,000D,000

3,000D,000
3, 000,000
6,000,000
2,500,000
3,780, 000
1, 750,000D
4,000,000
4,000D,000
4,340,000

900,000
3,000,000
9,000,000
8000,000X
4000,000

2,500, 000
1,5W0,OD0
4,800,000

7 1922 93
1 926' 93t4

6 1927 93%
6 1928 94
o 928s 933j
0 929 93 j

41 926 97~
6 26 974

6 1926 983
0 1928953
6 1929 92

7 1929 94
71928 100/31

7 1930 96 21

92,4
95
94
973192
93%1

983

93
93
94

933

98

Approximate

Amount 'Low, Market
outstand- 1931 value, low,

ouItn 191 1931

$32, 540,000 20 $6,509,000
17,881,000 15 2,682,000
5,121,000 7 9,541,000
39,477,000 18 7,106, 000
8.295,00 14% 1,182,000

30000000000,000
1, 770,000 0 2 3.54,000
1,980,000 15 297,000
1,702,000 10 170,000
8,128,000 12 975,000
7,812,000 12 937,000
4,642,000 9 429,000
5,218,000 7 367,000
6, 000,00 124 750,000
6, 000, XN 25 1, 500,000
9,748,000 12 1,170,000

2 , It, 000 10 2,300, 0(0
3, 893,000 12 467,000
3,105. (K) 12 372,000
3. CW, 00 10 36,000
2,097, 0 8 168,000
4,70.5,000 i 12 55, 000
4,950,000 28 1,411,00015, 000. 0"00 1 1, 912, (O

6,914,000 10 691,000
14,698,000 10 1,470,000
31,489,000 47 14,860, (00

5, 70W, 000 i19 1,084,000
3,174,00 1431t 460.000

35% 745,0 . .. 63,035, 000

15,100,000 18 2,718,000
40,413,000 10 4,041,000
26.004.000 10 2, O0, 000
15, 577, 000 12 1,W,000
44,152,000 12 5,298,000
9.790000 12 1,175,00024 875, 000 11 Z, 7K0 000

18,700:0001 2,244,000
18,623 ODD 233A. 4,370,000
10'0 o000 12" 1,200:00019, 237,000 10 1,924,00
19, 797000 7, 1,485,000114,7 000 12Y ,45 0

14 1,809,0003, 722, O00 8 298, 000
2,178,000 8 174,000

U5, 000 ... . . . 94 7,OD

23,750,000 20 4,750,000
33,500,000 l9 6,365,000
2,200.000 21% I  467,000
2.600,00 IO 20 33,000
4,250,000 20 850, 000
4, 250, 000 21 914,000

5, 200,000D 16%11 858,000D
5 100, 000 ! 63 842,000
200OD000 1634; M2,(0
5,000,000 16% 813,000
3,716,000 14 520,000
3,670,000 13 477,000
4,121,000 13 586,000

800,000O 17 130,000
2,800,000 22 572,000
8,850,000 14%~ 1,232,000
8,500,000 2031 1,721,000

3,500, 000 20 700,000
4,125,000 17 701,000
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Complete record of "dollar loans "---Continued

Borrower Amount
issued

Ci LOMBIA--continuedCell City .................................

Cundlnamarca Department ..............
Bogota City .............................

Santander Department ...................
Tolima Department ......................
Barranquilla City ..................... A

B
0
D
B

Total for Colombia .................

PERU

National Government ....................

Callao Province ..........................

Lima City ................................

Total for Peru ......................

URUGUAY

National Government ....................

Montevideo City .........................

Total (or Uruguay .................

$2,000,o0
83,000
260,000

12.000,000
6,000,000
2,700,000
2, O0, 000
2, 500000

600,000
500, 000
500,000
600,0006500, 000

170,335,000

15,000,000
50,000,000
25, 000, 00
1,600.000
3, 00,000

94, 00, 000

1, 5W, 000
7 ,500,000
30,000,000
17,581,000
6,000,000
6,171,000

67,757,000

Approximate
Cou. --
Pon Year PriceAper Amount Low, Market
cent outstand- 1931' value, low,

lng 1931

7 1927 93
7 19128 07 1$2, 00,000 22 $572,000
7 1930 97
8 1028 933 1, 500,000 15 1,783,000
8 1924 98 4,0.000 25 1,225,000
68% 1927 91 2,250,000 2034 461,000
7 1928 94 1,927,000 25 482, 000
7 192 933 2,112,000 23 488,000i8 1925 99 1 0,000 25 48.000
8 M25 100 305,000 25 78,000
8 ,'27 101 423.000 25 106,000
8 1928 102 450.000 25 113,000
8 1930 99 469.000 25 117,000

........ 4, M,000 ...... i 8781,W0o

17 26 10 1,4000
14,400,000 I1 .4~o6 1l927 9 Aoo,000 i5! 2,620,000

8 1928 9 24,400,000 , 7 1,0,000
73; 1927 99 1. 20,000 10 ; 125,000
63% 1924 03 2, 00, 000 13%1 399,000

...... ............1 9 050,000-1 ...... 0,152000

6 1915 90 1,203,000 20 259,000
8 1921 983 3,0)0,000 30 1,0",000
6 '1926 34 28,026.000 25 7,007,000
6 1930 98 17.304,000 25 4,326,000
7 1922 97 I 4,0O, 000 164 754,000
8 I1 934: 4,887,0 0 1S 87,000

... .... 69,490,000 -.... 14,27,000

(Next article in the American series will be devoted to a study of Europeangovernment bonds sold to American investors. It will be another story of enor-
mous losses for American investors.)

[No. 8, November 10, 19311
Moun THAN Sx BhxuoN BoaRowED HmE FROM PUrnUo INV.sTOSS

(Following Is third article in the New York American survey on Americanprivate investors' losses in foreign-security investments. Previous articles de-tailed the enormous aggregate depreciation in such investments in South Amer-ica. More than a billion dollars' shrinkage in "dollar loans" to South America
alone were disclosed in yesterday's article.-Editor's note.)

European governments and semigovernmental agencies, when they soughtloans In this country in recent years, found the American investor's pocketbook
wide open.

Advised by American bankers that they were making sound and safe invest-ments, American private investors absorbed a staggering amount of European,
securities.

The price they have paid for their error is colossal.
The New York American's survey discloses a depreciation of almost $SOO.-000.000 has taken place in American private investors' holdings of Europeangovernment and quasi-government securities.
What the American private investor has lost In European corporate securitiesas distinguished from government and government-guaranteed Issues is another

story, but equally tragic.
Since 1914 Europe as a whole obtained upwards of sixty-seven hundred mil-lion dollars from American private investors in the form of loans or through

sale of stocks in this country.

330
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This Is 40 per cent of all foreign investments made by American private inves-

tors during the period 1914-1930, inclusive. In all, fifteen billions of foreign
offerings were floated In the American market to private investors.

Emphasis is placed on private investors throughout the present series -o that
there will be no misconception of the field covereL

This series deals only with foreign bonds and stocks actually sold to the
private American investor through public offering by American bankers. It
Ignores entirely the billions lent directly by the United States Government to
Europe's governments as "war loans."

Twenty-six European nations ani political subdivisions dipped into the Ameri-
can private investor's funds at some time or other during the last 17 years.
And where the government or municipality of a country or region fur sone
reason or other failed to float an American ltan. it-4 corporations borrowed in
the United States.

Governments, however, accounted for alpproilmat.ly five-sixt-hs of the total
borrowings.

Tite 'onphloe 'e.rd (overlitg the 17-year l 1 i 1914-1!,30 for every Euro-
pean votuntryv or division will be found at the ri.-ht.

Not all of tliee( securities still :re outs-andinL. Some have been rtirtd. Intda great iiller (of " reftnding'- olperatious have been effe-vtd whrreby IeW

.ecuritie.; were issued, almost invarinaily through Mlne An.-rican market. 10 slill-
slitite for o- retire, issues lreviotl-ly out-tan4linL,.

'The tt' sil! are olltstanding ill ex'ess. f $2.40 ,.Ai'; .IO ,f S1,l1 I Eropea:Iu gov-
(.11litlelit atlid gov rlmllnt-:latlra l tetl is-.ut.s. at 1 -a value. Thi- is ile 1(otol now
O'\t 1(1 by Anit-ri'lan investors.
Tht, currvlit market value of thee issueZ I- $I. .(VYI.O0O.
Thriir dlrciatliou from piar valit.- k $772.1(s.1O.Woo.
(ie '1% tIciei'n1-tol.s loss i-: divid-l amlimo.v tMe :iMt-rent Europliemu n:iti.t.- will
, ,isvlo(,te in the next arti,.le in the New Y.-rk Americau ,-urvey.)

Jl1iE io .'ult srrities pbublieli of" v,'cd ie th Vsitvd Sf itRlt. 191.;-19,19

(.,r- eM::er.t Crporte Total

nlan .---------------------------------- - - t'-.2-7.-- !!1r. .',000 $, O,, AOF-r o~te ..... .- ........ " '.. 6 "' 21 ,95, 000 1,179,245.000

Itlini--------- - ---------------------------- ------- ,:.e :o, 130.0(ow 1, 79.4,000rill .----------- ------- --------- _------ ----------- -L, , , .WO 1, 2.,1 (J.000
Ihlt. -------- ------ ------------- ------------- 0 1....... . 0 -- -- t; 170 (0

........ ......................... .... .....-- - - 74 . .4 0 0 0 1 :1 .1 0 .O M 3 31 7 5, 8 4 ,0 0 0
Norw:.i .............-------------------------------------. ' IS, 2t 7, (l0 11, 9,0 00W
S itze- - - --d ............ . ..---------- .-- ----------- - .. 1,40 ,000 117, b 2.000
Sweden ------ _------------- --------------------------- ' O,. (to 149, 200, 000 167,84,000
ehr rds .-------------------------------- ---------- 1.07. ( u I S. 7 , 0 0 12,398,000

.ustr-i--------------------------------------------- - ------------ .. L00 15, - -114,120,000
r rol td ..------------------------------------ - -...- 0(---- -3,-250 -00 171,325,000

Den nr - - --- ............................................... 21 '7. 0(0 7, 4 A,000 222.241,000
btlzig ------------------------------------------------ ,N.0W.(K0 ................ 3,000.000
SLar eritory . ..---------------------------------- ------- -- .19. (00 ................ 11, .,000
Ilng:6ry ---------------------------------------------- 4 ,0.DD000 40,M3,000 : 93, 000

st. t.-.-------------------------------------------- 71.0W.000 ....- - ,000,000
Mup a ni ------------------------------------------- --- --- .19. (K ................ 914 9,44 0
Fin m rd ...------------------------------------------------ 70. ( .(M 7, 000 77, 000, 00
Estonia _ _ - . . . . . . ..---------------------------------- 4.(00,000 .........., 0 .. 4,000,000
Spaiin - --.- . . . .. . . . . .. . ..----------------------------- --------------- 44.400.000 0 44.400.00Luxem burg --------------------------------------------..-------........ 7. z'0. (K0 i 7, tkJO, 000
Greece ---------------------------------------- 2---.0,000------ ---- 1, 00,00
"zeeholon'Aia ----------------------------------------- Z.1.. 7!0. (OD 5, 5,000 ,75, 250 000
Buzlgaria ................................................ 13-r-00. W0 ................ 13,.500,000
Irel:,nd- ................................................ l1, O(. 00 b7b, 000 15, b75, 00

Yugoslavia -----------------------------------------. 4..000 ................. 64,2S5,000

Totrd ............................................. .54.2.000 1,159,000,000 i 6,70,00,000

[No. 4, Novewbr 12. 19311

Here is the fourth article in New York American survey of foreign securities
sold to American private Investors. Thus far the following facts have been
shown:

First. Some fifteen billions of foreign goverment and foreign corporation
securities have been floated In the United States since 1914.

Second. Eleven hundred mllon dolla. depreciation has taken place from
par in American private investors' holdings of South American "dollar bonds."
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Third. European government and semigovernment issues of European coun.
tries sold to American private investors have shrunk in value almost
$800,000,000.

Fourth. The list of American citizens' investments in the government bonds
of the 10 European countries shows a loss of 43 per cent from par value at it
recent figure, which was not the low figure of the European debacle.

Fifth. Banking commissions on the sale of the fifteen billion of foreign
securities floated in the United States since 1914 would amount to $750,000,000
if 5 per cent can be accepted as a fair average commission.

These bankers' commissions, however, sometimes greatly exceed 5 per cent,
so that an estimate of $1,000,000,000 in commissions would not be excessive.

Sixth. None of the foregoing figures have anything to do with United States
Government loans direct to European nations during and immediately following
the war.

Securities of 16 European governments and government agencies have shrunk
in value more than 43 per cent since they were sold to American private
Investors.

Total depreciation from par value of these European securities amoltils. to
more than $70 0.0),o040).

Awd ,:till this enormous loss excludes entirely the vast amount of Euroliia
corporation securities which also were sold to American Inivestors.

LOSSES TO INTArORS

For the purpos-. of ascertaining the status of American privah- iIvest1n3 iii
European government and semigovernment enterprises the New York Amieiha,,'t.
survey was divided Into two parts. The part dealt herewith covers t0h0,
countries where the decline has been bigger than 10 per cent.

Losses to American investors run Into staggering amounts. Tlhth $71.(-M,0.1
old Russian loans, for example, have been completely wiped out.

Depreciation of 50 per cent or more are frequent.
Accompanying compilation reveals the tragic consequences of Aneric':.,

liberality in lending billions of dollars t3 Europe, over and ubove the lilli,'ns
advanced by our Government as war lopns.

Every country in Europe availed itself of the American liberality.
Germany was a l)articular beneficiary. That nation's government ali s(,nd-

government units now owe to American private investors over $700,0).000.

CURRENT VALUE

How the market rates this debt Is exemplified by the current value of only
$277,000,000.

Depreciation In German Government and semigovernment securities alone
approximates 57 per cent.

It is a sad commentary on the German lending that some of the nation's
outstanding citizens now complain that they were virtually implored by Amer-
ican bankers to accept loans. The proceeds in a great many instances. not-
withstanding the supposedly dire needs of the country, were utilized for the
construction of bathing facilities, parks, playgrounds, and similar develop-
ments.

The bankers' funds for making those loans of course came from the private
American investor whb bought the German bonds offered by the bankers.

But even this isn't the worst experience for the American investor, forgetting
the Russian loan folly.

Bulgarian securities sold to the American private investor have dropped In
value 02 per cent.

Hungarian issues have slumped 60 pier cent. Yugoslavian securities nrte
available now for 45 per cent of par, a depreciation of 55 per cent. Poland's
securities have slumped 43 per cent. And so on down the line for the entire
16 nations of Europe.

Czechoslovakia, Italy, and Normay, along among the 10 countries surveyed
to-day, show depreciation of 20 per cent or less. Norway's securities have
slumped 10 per cent.

These facts are reflective of aggregate totals for each nation.
Individual issues have slumped as much as 75 per cent.
The table gives in detail the experiences of the average American investor

in the 16 countries.
(Next article in New York American survey will deal with German Govern-

ment issues sold to United States private investors.)



Enormous depreciation shown in American holdings of European government issues

Country

Par value of
offerings now
whole or in
part out-
standing

Austria_____ -- _______-_________----.---------- ----- 1-----------------------------I-----1$3,14WAustria ----------------------------------------------------------------------------- $13,50,000 I
Denmark ----------a------------------------------------------------------------------ 15,97,00
Estonia --------------------------------------------- : -------------------------------- s 4. .O
Fsinad---------------------------------------------------------------- -40(0Finlany ----------------------------------------------------------------------------- 70,000,000

25'000,000fngry.--------------------------------------------------------------------~ 25, 000 W
Huryel ---------d------------------------------------------------------------14,50,00
Iread----------------------------------------------------------------------157,150,000
Norway ------------------------------------------------------------------- 170, 500,000
Poland ------------------------------------------------------------------- 122,075,750
Rtumiz -------------------------------------------------------------------- 5.419,500
Russia--------------------------------------------------------------------- 75.00000
Sac Territory--------------------------------------------------------------- 11, 500, OOD
Yugoslav ------------------------------------------------------------------ 49,21840

Total---------------------------------------------------------------- 1, 79287-4,000

Enormous depreciation sho 'n in American holdings of European government issues

Actual cash in- Par value of
vested by outstanding
public of outstanding

United States issues

$M1,273,900 $132,426,000
12,870,000 13, 348. 7

146,190,540 149,216,750
3,7so,.0o 4,946,500

65,225,000 62,98,260
656,239,950 649,0)9,110
23,30, 000 25,603, 00
43,606,100 42,Z99,300
14,550,000 3,612,500

176,150,000 171,610,655
165,002,325 166,343,000
114,718,250 10M, 280,030

4,769,160 5,419,500
7. 687,500 75, OX), 000
11,0 52,500 7,834,000
45,992,200 49,285000

1,684,437, (C; 1, 667,562, 000
IW5,559. 00

Current value
of outstandingissues

$91, 520, 130
.5,209,605

114,940,310
2, 967, 0

36641, 370
277,413,160
14, 985, 480
13,911,530
2, 709,375

137,386,302
135,322,146
61.052 M00
3, 251, 700

750,000
5,481,170

22,092.000

IDeprecia-Depreciation tion (perfrom par cent)

$40,905,870 -30.3
8,138,932 -62.6

34,276,440 -22.1
1.978.600 -40 0

2,383,890 -41371.675,950 -57

0,617,520 -41

M03125' -25
34,22A, 353 -20
31,020,8541 -& 8
47,227,230 -43.9
2,167,800 -40

74, 250 000 -99 to
2 352,830 -30 0

2792,000 -55

742,003,000 ! -43

W

V1
0

C:
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(No. 5, November 14, 1931]

(Following is fifth article in New York American survey of foreign securities
sold to private investors in United States, aggregating $15,000,000,000 since 1914.
Previous articles disclosed eleven hundred million depreciation in South Amer.
lean "dollar bonds" held by Americans. Eight hundred million decline in
European government and semigovernment securities sold to American private
investors also has been disclosed. Decline (if 43 per cent has taken place in
value of 10 European countries' securities sold here. Bankers' commissions on
the fifteen billion foreign financing inI the American market has netted them at
least a billion dollars, it is estimated. This series ignores the European "war
debts" to tie United States Government.-Editor's note.)

1. Four hundred and fifty million dollars depreciation has taken place in
value of German Government and semi-Government securities sold to American
private investors.

2. American Investment losses in German securities are the largest in any
foreign nation.

3. There is outstanding today and owed to American investors more than
$700,000,000 of Gernn Goveriiunvit and semi-Government loans.

4. Germany bas been the most prodigious European postwar borrower from
the Ujited States. 11er aggregate borrowings from private Investors III this
country have exceded thirteen hundred millions, almost all advanced luring
the Ix'rhid 1924-1930, inclusive. Our international alnkers sold the.e securities
to Anerican investors., thereby earning large conimissions.

5. Germany for years used her American horrowings to meet her rellai'ations
debts.

;. The ogre of a possible morattorlum for Gerniany hangs over all her olbli-
gationas.

For seven years, 1924-1930. inclusive, Gernly indulged in Ihi grtelt'st lui,-
r'ovilg ,p10' the vorhl has ever \\itness-cd.

Ini that perId tile Reich and its politivill divisions and Grnmn COrliolatiolls
marketed i the United States niore than thirteen hundred million dollars of
their stcurlilis.

Iilierality with which Anerlean inve.stors' funds were advaned to Geruann.v
embodied all of the ignorance 11l aniazing lack of foresight whhi charac-
terized the whole postwar foreign financing er In the United States.

As iti r'snlt Amniericlnl investment lo.sses IiI Geralnll securities are the largest
in aniy foreign land.

i" :1i ('NV I) PIPCICI.V'1ION

Of tle thirteen hundred 1ind se1,venty-two million dollars total German
financing ill the United Slates. there still Is outstanding $780,000,000 of Govern-
ment and semi-Government issues at par value.

Market value of these securities to-day is $329,000,000.
Depreciation totals $450,000,4100, or 57 per cent.
And even this enormous shrinkag-e is totally exclusive of losses suffered in

German corporate securities floated to an aggregate ibove $400,000,000.
Successful flotation Of the 1)iwes phl loan in the Internatauiil capital

markets opened the eyes of Germany to tile vast possibilities for enticing foreign
capital into that country. There followed then at period of ft'eign financing
for Geruany which has no dullicate in world history.

Front years (if absolutely no Gerimnl financing In the American market there
developed tll an amzing growth of German security sales here. The United
States, then inI the supposedly endless era of prosperity at home, absorbed
hundreds of millions InI Gelnau securities.
Germany, to her anjazeuient, found the American money markets actually

eager to secure her bonds and stocks. Antd Germany finally discovered some
embarrassment InI using these foreign funds.

For several years during the fantastic era Germany utilized tile proceeds of
her foreign financing, chiefly front American investors, to meet her reparations
requirements.

USE OF LOANS

Furthermore, German recipients of Amuerican investors' liberality deemed it
advisable to build tip their Industrial machinery to compete once again in the
world's markets. Proceeds of loans were also used in the construction of
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public conveniences above and beyond necessities. Playgrounds, home develop-
mets, public parks, and similar undertakings were all financed with tile
inflowing foreign capital.

How freely the American market absorbed German securities Is evidenced
in the following table. It presents yearly totals of German Government and
semi-Government securities publicly sold to American private Investors:

(Thousands omitted)

Year 0 overo Corporate Total',ment

1924 ................................................................ $110,00o $8,000 $118,000
195 .............................................................., 158,750 59,800 218,250
192 .............................................................. 151,138 143,108 294.245
1927 ................................................................ 150,405 80,120 230,525
12 8 .......................................... 188370 106,108 292478
199........................................ 21,476 10,149 31,625
1930............................................................... - 143,3081 23,510 166,818

Total ......................................................... 941,846 430,793 1, 37Z 639

The aftermath of this fantastic era of foreign lending by the American ii-
vestor is chilling. To-day the world Is rife with ugly rumors concerning Gor-
many's capacity to pay, her inclination to meet her obligations, and similar
doubts questioning the safety of all foreign Investments In Germany. And tile
United States investor has the biggest stake of any nation's private Investors.
This, of course, excludes the political and Intergovernmental debts.

The dollar-and-cents story ot American loans to German Government and
semigovernment bodies Is graphically told in the accompanying table.

(Next article In this series will deal with American private Investors' losses
In European corporate securities.)



German Stae issues publidy sold in United Staes and now outstanding

Interest Amount current
Borrower A niuntissued Rate Issue Quota*

per cent price Outstanding tiun

Free State of Bnaaria ---------------------------------------------------------------- 1, 75k 00 7 i $1400,=0 251
Free Stt fB aria --------------------------------------- 1,5,,000 j 88% 11,25,0
Bavarian Palatinate Consolidated Cities -------------------------------------------------- - 3,800,0 7 93 3,385,000 25Berlln City Electric Co ------------------------------------------------------------------------- 15, 000. OW 6 0 9)41 14,28,000 40

9,651,0001 6% 93 j 9,541.000 41!
Berlin Elevated Underground . R. Co ----------------- --------------------------------- 12, .000 1Z 901 9. 68.000 4
Brandenburg Electric Co ---------------------------------------------------------------------- 9.61.000 6 94M 9.65. 000 24Brown Cial Industrial Corporation .--------------------------------------------------------- 6 000.000 616 9316 4,765.000 29
City of Berlin ---------------------------------------------------------------------- 13o, 000,0 %l 89 11,579. 000 37

178,000, 6 75 133.000 25
1,190, 0o 5 914, 671.000, 65
15. 000.000 6 95 14,66. 000I 29City of (ologne --------------------------.------------------------------- --------------- 8,0,000 6 i 71 7.014.000 34

Gernan consolidated municipal loan of Gernian Savings banks and clearing house associations_. 17,500.000 6 94 16. 43. 0 32
Central Bank of Agriculture -------------------------------------------------------------------- 19,000, 000 7 3 17.30 000 51

19,000.000 6 95 lK.W45.0001 50
43,.405. 000 6 95!2; 14.130.000 I 4920.. ,OW 6 95 24.90.000o 5

Central lank of German Stat and Provincial Banks (Inc.) ---------------------------------- 26 3.0o.o 6 95, 213340,000 31
10,000,000 6 95 9.,275.000 33Centrl (ermnan Power 'o. of Madgehurg ---------------------------- --------------------- ,430, 000 6 98 2,430.000 89('onsol.lated agriculturall loan of tler;an Provincial ald ('onimunal Banks .................. 21,00.0tl 0!, 9 7! .. 2 , 20.110.N) 3h

'onsolldateud lyldro.lvelrle Works of Upper Wuin it...........................-..-....... - 4.0I).00 7 i 3.771.000 41
('on1ohllate'd MntIripallthes Of ilen --.-..-------.-------- --.------------.------------- 4,N)1,i 7 93 4,:135. 0)0 30)t'onllllati~l In~-lll l loan or ll erlamn 51hi5 bnks. 9.. ............. " 19. 9514. 000 7 tx311i; Is. 3M. I.10o 36
lortinunil N1t1inltiill I

t
t1llltt .............................................. - - -.-. 01-.01- - 3l' 091, 3(NMI ".000 45

City of lresilhn -............. .. ............. .......... .... .. ......... . 3751). 110 7 14 3.1740 01 32
I'1y of Illlitr..................... . . .... ou. IN) %; 131.,I- 22-. 00D 25it o.... lussthor....... ................ 7.1.. 1) 7 Wlitj 1. 312. UJI) I)
lHlectrlo Power ..'o...tl .. . . . . . . . ... . . . .... 011), I no" .10111,. Ilk) a^ 34.. , tNil. 1111 I11 147 2,51i. (U) :11.2. A) (I0i Jtj K" 2. TAN)l. QWtl 3%

rI 5 , W )K, I o il W 2l ,, O i r iN 1 4o W
t Pruslan ownerr Co ------ ------------------------------------ -------------- ------ , 500,(11 11 91 3.4210110 3

Cily of Frankfort on the Alali ---------------------------------------- --------------- --- -- 2... 110 9I, 2l .411D.I) 211
German building & Land Bank ----------------------------------------- ---------- -- ----- .2. 000 (I1i 9taIi [1.071.111 30
0overnnient of (Jernany -----------........--------------------------------------- 0, UK. ). 7 1 Ii .791. 000

U1 250,, 0(1 1 6 90 i 98,250,00 I as

Current
val Je

3,837,000
2,743,000
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[No. 6, November 15, 19311

1. Thirteen hundred million dollars have been raised by European corpora.
tions through saile of their securities to American private investors since 1914.

2. Eight hundred millions of such securities' still are outslanding and held by
American Investors.

3. Four hundred and sixty million dollars depreciation has taken place In
these securities. This represents 56 per cent loss from par value. By coun.
tries, the depreciation runs as high as 83 per cent.

4. Much of this money raised in America has been used iii improving and
stregtenlng the competitive position of foreign industries.

5. Value of many foreign corporate securities can not be ascertained because
of absence of quotations.

6. German corporations securities represent almost half all American hold-
ings of European securities. Loss in German corporate issues alone totals
$210,000.000.

7. Bankers' commissions on European corporate securities ranged from 5 per
cent up to several times this rate.

Through sale of their securities to American private investors Europe's cor-
porations raised an aggregate of $1,134,000,000 new capital during the period
!9 t4-I9P,, inclusive.

The Atut-rian investor. through American bankers who sold them tlwse
securities. have become (a) creditor of European corporations through pur-
chase of their bonds and notes, or (b) partner by buying their stocks.

Either "Investment" has proved extremely expensive.
The American private Investor still holds $826.956,M0 of European corporate

securities. This is entirely distinct from European government and silmgov-
eminent issues publicly floated In the United States during the same period.
These latter, as disclosed in previous articles in the New York American survey,
represent an aggregate loss of about $800,000,000 to the American investor.

Those American investors who bought European corporate securities have
been equally unfortunate.

Depreciation of $464,398,000 has taken place in these corporate issues.
The shrinkage represents 56 per cent of their par value.
And still this stupendous loss excludes millions more lost in securities for

which no present value can be established, or which represent enterprises which
have virtually disappeared In recent years.

Corporations of all Europe dipped Into the American investment funds for
new capital, but German corporations obtained almost half the total for the
entire continent.

In these German corporate Issues American investors now suffer a depre-
clation of $2100,000. equal to (10 per cent.

Acmnpanying table dIscloses the experiences of the American investor in
Europ*s corl,,ration issues sold in this country.

The shrinkage, by countries, runs from 9 per cent for Denmark all the way
up to 83 per cent for British corporate flotations in the United States.

Besides Britain and Germany, decline of 60 per cent or more is shown In
corporate securities of the following countries: Belgium, 62 per cent; Luxem-
burg, #33 per tent; Poland, 63 per cent; Netherlands, 70 per cent.

Almost Invariably the American investor's money placed in European corpor-
ate issues was used to nidernize. strengthen. or otherwise improve the com-
petitive position oif the corporation. In sonie instances the American capital
provided the wherewithal to build new plants in foreign iand s. It would not
be a far exageration to say that American private investors capitalized the
[beStwar industrial revival of Europe.

l.Next article in this series will deal with another interesting phase of
American foreign inve.tments.)

VALLM OF UNITED STATES INVTsTORS' HOLDINGS OF FOREION STATa ISSUES DOWN
$2,000,000.000

Two bille-n dollars loss to American private investors who bought European
and South American Government securities sol in the United States since 1914
has been dl.t-losed to date by the New York American. These losses, covering
only government and semigovernment securities, are divided as follows:
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(a) Eleven hundred millions depreciation in South American "dollar bonds,"
which have dropped 80 per cent In value; and
(b) Eight hundred millions decline, from par, in European government and

s eiigovernment issues sold to private American investors.
Europe anti South America combined have taken the bulk of the $15,000,-

000,000 raised from the American private investor through sale in the United
States of foreign securities during the last 17 years.

To-day's article, sixth In the series, is devoted to another phase of the foreign
financing era: Sales of European corporation securities to the American public
by American bankers, who, it is estimated, profited $1,000,000,000 through sell-
ing foreign government and corporation securities in the United States during
the period covered by this survey, 1914-1930, inclusive.

Enormous depreciation shown in American holdings of European corporate issues

Par value of Actual cash e
offerings investments Par value of CurrDe-

Country whole or by United outstanding of out.tand- I Depreciation pre-in part out- States Isues lug Issues from par cia-!standing public tion

Per
cent

Austria .................. $114 00,000 $10,758,000 $8,027,00 $2,988, 000 $4,939,000 65
Belgium ............. 14130,000 13.989.000 14,130,000 4,239,000 9,891.000 62
Denmark ............... 7000,000 0,672,000 4,004,000 3,0G47, 000 357,000 9
France ................... 17700,000 17,50,000 17.675,000 13,.")5, 000 3.990.006 22
Luxemburg ............... 7.500, 000 1 6937,000 6.9461 000 2.670,000 4,376,000 63
Norway ................... 24,715.0001 23.749.000 23,593,000 1 , 749.000 6,840,000 28
Poland .................... 35,250,000 34.425,000 30,691,000 11,322, 000 19,3(;8, 000 63Switzerland ............... 10,4,.000 10, 40, 000 10.480,000 4:243 000 0, 236, 000 59
Netherlands .............. 7,30,000 6,918,000 6,918,000 2, 602, 000 4857, 000 70
Sweden .................. 131,446,000 130,924,000 131,446000 52,713,000 78,733,000 82
Germany ................. 380,265, 000 1 365,759,000 349,758,000 139,464,000 210,294,000 60
Italy ...................... 153,510,000 146,193,000 144,019.000 83,628,000 60.193,000 41
Hlungary .................. 40,428,000 39,140,000 35,822, 000 16f. 618, 000 19.264,000 56
Great Britain ............. 1 42,074,000 42,674,000 42,547,000 7,487,000 35,060,000 63

Total ........... ; 86,000 855,908,000 826,956,000 363,053,000 464,39a,000 56

'No. 7, November 19, 19311

Following is seventh article in the New York American survey of foreign
securities sold to American private investors since 1914. The survey has
liscosed to date:

1, Approximately $15,000,000,000 of such securities have been sold to tile
American private investors.

2. Losses on such purchases run into billions of dollars. Nearly two and
one-half billion depreciation has already been proven in three classes of foreign
issues held by American investors:

(a) Eleven hundred million in South American 11 dollar honds,"
(b) Eight hundred million in European government issues.
(c) Four hundred and sixty-four million in European corporation Issues.
3. Probably a billion dollars in commissions were made by America's Inter-

iiational hankers in selling these foreign securities to the United States investor.
4. Depreciation of some issue3 run above 90 per cent; not a few issues have

been entirely wiped out.
5. Above figures have nothing whatever to do with United States Government

loans direct to European nations during and immediately following the war.
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Capital issues of all foreign countries of the world publi'ly offered hi me,'
United States, 1914-1930. inclusire

Country Government Corporate Tot al

EUROPE,;I

England ........................................... .$1I,471287.000 $97,28.000 $1, 66, 915000
France ........................................... 1, 4,295,000 21,050,000 1,170,215.000
Germany ........................................ 949.!42,00 430,794,000 1, 380, &37,000
Italy .................................... i 410. 795, 000 20, 837. 000 617,fG32, 000
Belgium ................................ .. 305,545, 000 34,130,000 339. ;7, 000
Norway ..................................... 184, 625, 000 26,515,000 211,140,000
Switzerland ............................... 105,322, 000 12,480,000 117,832,000
Sweden ............ .......................... 25,000,000---142,4 6000, 000
Netberlands .................................. 96 451 000 18,947,000 115,398.000
Auqtrla ................................................ 99.111 ,000 15, 009, 000 114,120.000
Poland ................................................. 132.075,000 39, 250, O0 171,32.5. M
Denmark ............................................... 215. 077. 000 7, 14,000 222,241.00
Danzig ................................................. 3,000,000 ................ 3,000.000
Saar Territory .......................................... 11,500,000 ................ II.0 )0,000
Hungry ............................................... 44,6,50 000 I 40,293,000 8M, 943. 000
Rusia .................................................. 75, O. 000 ................ 75.000.000
Rumania .............................................. 9.169,00 ............... 9. ,19.000
Finland ................................................ 70,000.000 7, 000, 000 77.000 .00
Estonia ................................................. 4,000,000 ............... 4 000..00
Spain ................................................... 41400 000 44,400,000
Luxemburg ............................................ ............... 7. AM00 700 7,WO,000
Oreee .................................................. 29,000,000 60,000 29,bO),o0
Czechoslavakla ................................. 53.750,000 5, 500, 000 A9, 250, 000
Bulgaria ..................................... 13,50,000................ . 13,500,000
Ireland ............................................ 15,000,000 875,000 16,875,000
Yugo.Slavla ....................................... 64, 285, 000 ................ 64, 25. 000

Total ............................................. 5,548,200,000 1,159,000,000 6,707,000,000
NORTH A MERIC A ,

British W est Indies .... 10............................ ......... ......... 1 r0,000 1,500,000
Canada (including Newfoundland) ................ 2,3,880,00 1 238, 817, 500 3, '5W727,. 000
Costa Rie ............................................. 10,820,000 ................ 10.820,000
Cuba ................................................... 137.300.000 172,092, 000 60M, 392, 000
Dominican Republic ................................... 17,300,000 2,2,50,000 19 550,000
Guatemala ............................................. 550,000 18.900,000 , 19:450,000
Haiti ................................................... 16, 000, 000 21,7.5. 600 37,765,000
Honduras .............................................. 500, 000 13,192, 500 13. C-92, 000
Mexico ................................................ 5,790,288 44,062,900 49, 879,000
Nicaragua .............................................. ,000,000 1,000,000
Panama .................... 26,0,0 940,000 27,740,000
Salvador ................................................ . ... 00 . , .. .7 520,000

Total ............................................ 2,576,460,000 1,814,570,000 4,391,036,000

SOUTH AMERICA

A rentna ............. ............................. 824,421,000 100,313,000 924,734,000
6olivia ................................................. 3,230,000 9,700,000 72,930,000

Brazil ................................................. 423. 682, 000 24,0 8, 000 448,667.000
Chile .......................................... 325,692,000 189,000,000 514,692,000
Colombia ...................................... 172,588,000 47,188,000 219,774,000
Paraguay ................................................. 2,272,249 2,272,000
Peru ..................................................... 95,710,000 8,000,000 103,710.000
Uruguay ..................................... 53,98. ................ 53, 91 R, 000
Venezuela ............................................................... 390 31,923,000

Total ................... ............

AUTRALIA

Australia ...............................................

PAR BAST
China ..................................................
Japan ...............................................
Netherland East Indies ........................ ......
Palestine ..............................................

,959, 2,1.000 413,379,000 2,372,620,000

269,188,000 7,750,000 27G,938,000

10,752.000 50,000,000 60,752,000
177,667,000 193, 574, W00 371,241,000
153,290,000 27,130,00 10, 426, 000

350.000 ................ 30,000

Total ............................................. 342,059,000 270,710,000 012, 769.00)

World totils (1914-1930), $10,695,154,000 and $3,605,410,000-- $14,360,364,004)
International loans ' 260, 047, 000
1931 foreign issues In United States ------------------------- 203, 222,000

Grand total ----------------------------------------- 14, 883, 633, 00)

I Flotations which can not be charged to any speclflo nation.
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Relatively few countries in the world passed up the opportunity to take
advantage of American liberality with respect to purchases of foreign securities
publicly offered in the United States during the last 17 years.

Nearly $15,000,000,000 of such securities were sold to American private
investors in this period.

Of this aggregate, foreign governments received more than ten billion, or
two-thirds.

Foreign corporations raised $3,605,000,000 through sale of their securities to
American private investors.

The $15,000,000,000 total referred to is exclusively proceeds of the sale of
foreign securities direct to American private Investors.

It does not include the billions of dollars advanced by our Government to
European governments as " w ar loans." Neither does it include the billions
which have been invested abroad by American corporations.

The New York American survey is concerned only with foreign securities sold
to the American private investor.

European governments and other political divisions and corporations have
taken upwards of 40 per cent of the total American "investments" in all for-
eign securities. Three of her nations, England, France, and Germany, have
taken upward of a billion dollars each.

Largest of all countries' security sales to Americans, however, is the Canadian
total, $3,592,727,000. Argentina's total comes close to a billion. Other large
foreign totals are Italy, with $617,000,000, C"hile with a half billion, and Cuba,
$609,000,000. By continents, the totals are:

Government Corporate Total

Europe......... .. ........................ $3, W-200 000 $1,159,000,000 $0,707,000,000
North America ................ .............. 2,576,460,000 1,814,570, 0001 4,391,038,000
South America .................................... 1.959,241.000 413,370,000 I 2,372,020,000
Australia .... .............................. ..i 269.188,000 7,760,000 I 270,938,000
Far Eat ..... ............................... 342,059,000 270.710.000' 612,769,000

Senator KING. Mr. Kahn, in view of your statement let me ask
you: Isn't one of the reasons for the decline in American bonds,
and I am not speaking now of Goverunent bonds. but of corporate
bonds, the result of a belief on the part of inany people that cor-
porations have unloaded upon investors not only stock but bonds
at higher prices by far than the conditions of the corporations
warranted? In other words. taking advantage of the inflated con-
dition brought about largely by brokers and speculators anti by banks
that contributed to it, corporations unloaded u pon the investing
public millions and hundreds of millions of dollars of )onds and
hundreds of millions of dollars of stock at prices far beyond their
intrinsic value.

Mr. KAHN. As a general proposition, I very respectfully beg to
(liffer, Senator, though I admit that errors have been made and that
in some respects ground for criticism does exist. The price at, which
a bond is sold is determined not by the banker, as no banker has
the power to do that, and no combination of bankers or of corpora-
tions has the power to do that. but is determined by supply and
demand. If the people want to uly bonds or tire in a moo to buy
bonds, if the market conditions MA(l the Monetary conditions of the
time are such that honds are in great demand, the bankers' job.
among other things, is to form an estimate as to what is the market
price at which a-bond that they believe to be good, intrinsically,
according to their investigations, can e sold, according to their' best
judgment. It is not correct, with all due respect to you. Senator
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King, to say that reputable bankers are unloading bonds upon the
public. They are finding out what is the demand; they are finding
out what is the supply; and they just seek to adjust the price to that
situation. And I wish to point out that they are not making 1 cent
more in the way of commissions if they sell a bond at 100 than if
they sell at 90. They have no interest to sell at a high price. Their
profit or spread or margin is no different, as a general proposition,
in the case of a bond that they sell at a high valuation than in the
case of a bond that they sell at a low valuation.

Their interest is to find what is the correct market at the time,
at what price can and should these bonds be sold. Their first duty,
of course, before offering any bonds to the public, is to find out by
careful investigation if such bonds are intrinsically sound and if
they are justified in taking the responsibility of inviting the public
to subscribe. I repeat that no banker or combination of banks or
corporations has the power to create investment conditions. They
dc, not make the market. They do not-

Senator KINo (interposing). Mr. Kahn, of course, I respectfully
dissent from the last expression, but that is immaterial. Isn't it a
fact that many investment bankers and brokers, the National City
Bank among the number that I now have in mind, carried on a very
active campaign to unload upon the investing public not only stocks
but bonds at very high values, and that they made the market by
their improper advertising and by their high-powered salesmanship.

Mr. KAHN. Senator King, I would respectfully suggest that the
National City Bank speak for itself. Mr. Mitchell was here and no
doubt you have asked him whatever questions you thought appro-
priate. I can only speak for my house, and I can say for my house
that for every issue that we made we declined six others, or prob.
ably more, because we always want to be sure that what we offer
is intrinsically sound, and that it is offered at a price justified b.N
what in our best judgment is its real value and by the then existing
conditions of demand and supply. Perhaps I may repeat that only
one of the borrowers whose bonds my house issued, of the whole list
of bonds that I have here, and going back 12 years, is in default. As
to the matter of high-powered salesmanship to which you have re-
ferred, that is a practice which has been exaggerated and overdone.
There may be two opinions, but my personal opinion is that it has
been greatly overdone.

Senator Ki0. And when $8,000,000,000 of brokers' loans-
Mr. KAHN (interposing). I say, Senator King, my opinion is that

it has been distinctly overdone.
Senator KINO. Too much high-powered salesmanship?
Mr. KAuN. Yes; and I agree with you as to the deserved criticism

of such exaggerated procee-dings and methods in the way of high-
powered salesmanship, fnd I feel sure that it would be desirable and
called for that greater self-restraint be practiced in that field hence-
forth.

Senator KiNo. I think that is a very wise admission which you
have made. It does not go quite far enough, but I do not want to
project, Mr. Chairman and members of the committee, into this dis-
cussion on foreign bonds a discussion on doinestic stocks and bonds.
But if we were permitted to go into that matter at this time I think

342
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we would perhaps have some pertinent questions to propound in
regard to it.

Senator JoiiNsoN. Mr. Kahn, do you know whether or not there
was keen competition among the various houses to obtain South
American securities and float them in this country?

Mr. KAHN1. Yes; among many of them.
Senator Johnso.N. Could you" name the houses that were compet-

ing, literally competing, in the South American countries to obtain
securities there in order- that they might be sold in this country?

Mr. KAHN. Yes; I think so. Perhaps I may mention that it is
a strict tradition of my house not so to compete, either in South
America or elsewhere.

Senator JoHNSOwN. What houses were they?
Mr. KAhIN. Many houses. Some of them were rather novices in

the field of the issuing business. I think if you will give me a little
time I can probably give you a list of not less than 25 or 30 cor-
porations or houses.

Senator JoiNsoN. That is, you mean that the representatives of
a particular house in New York would be in Peru, Bolivia, or the
Argentine, and the like, there seeking to obtain the floating of a loan

Mr. KAHN. So I an informed.
Senator JoHnxsoN.. And that was so in the case of many houses,

was it?
Mr. KAHI.N. I believe that was so in the case of many houses.
Senator JOHNSO . Will you now take a specific loan in order that

we may have it on our record and in order that the committee may
follow it, and let us go through with it. For instance, take the sec-
ond French loan that was floated in this country in 1924 by the house
of Morgan. I)o you recall it?

Mr. KmH N. Yes.
Senator JOHN-sox. It is in testimony here that J. P. Morgan & Co.

bought that loan outright of $100,000,000; is that a fact?
Mr. KAhN. Yes; as fart as I know.
Senator JoHNso-. And that immediately J. P. Morgan & Co. sold

it to a very small syndicate for an advance of 1 per cent. That is,
that they bought it at 94 and sold it at 95; is that correct?

Mr. KAHIN. I could not tell you about that without having tie
record before me, but I have no doubt what you state is taken from
the testimony of Mr. Lamont.

Senator Join.soN. I am speaking, I think, from the record. My
intention is to be accurate in that regard, of course.

Mr. KAHN. I assume that all those facts are of record.
Senator JoHiNsoN. If J. P. Morgan & Co. purchase a loan like

that of $100,000,000 from France, and take into partnershi) as it
were in the flotation of it three or four houses at 1 per cent advance,
who obtains that 1 per cent?

Mr. KAhIN. There would be an originating group formed usually,
who, together with Morgan & Co., would share in the commission,
which is measured by the degree of responsibility that the origi-
nating group enters into.

Senator Johi-,soN. Do you recall the other two or three who were
interested, or perhaps four, as the case may be, with Morgan & Co.
in that French loan.

92928-32-PT 2-4
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Mr. KAHN. I should not like to guess, Senator Johnson, but I will
say that I have a general idea.

Senator JOHNSON. Well, Kuhn, Loeb & Co. were one of them?
Mr. KAHN. Yes; I believe.
Senator JoHNso.N. Was the National City one?
Mr. KAHN. My associate here calls my attention to the fact that

he doubts whether we were one of them.
Senator JOHNSON;. You were interested in it at one stage, were

you not?
The CHAIRMAN . Senator Johnson, are you speaking of the Argen-

tine loan now?
Senator JoH.-so . No; I am speaking of the second French loan,

in 1924.
Mr. KAHN. I can tell you, I think, in a second by referring to

some papers I have here.
Senator JoJ.INsoN. All right. I just want to follow through with

one of these so as to indicate to the committee what transpires.
Mr. KAHN. No; we were not interested in that French loan.
Senator JOH.Nsox. So much the better, for you can testify without

being interested in that particular loan.
The CHAIRMAN. I notice here the first French loan, and I do not

know which one it is that you are referring to, Senator Johnson.
Senator JOHNSON. It is the second French loan, in 1924, purchased

by J. P. Morgan & Co. outright for 94.
Mr. KAHN. No; my house was not interested in that loan.
Senator JoHNsO.. We will assume a hypothetical case. Suppose

one of the banks purchased a loan at 94 from a foreign country, and
then formed a syndicate, composed of 2, 3, or 4 other houses, as the
case may be, to whom is the loan transferred at 95?

Mr. KAUN. All right.
Senator JoHNsoN. You say that 2, 3, or 4 houses are thus acting

in conjunction with the one house, and participate in the 1 per cent
increase?

Mr. KAHN. Yes; usually.
Senator JoHNsoN. I do not quite fathom how that can be, but I

have no doubt you are correct in it. Then assume, or is it the prac-
tice to form another syndicate of a little larger number to whom
may be transferred a particular loan of this character?

Mr. KAHN. Yes, Senator Johnson.
Senator JOH.Nso. Now, in this particular instance my recollection

of the testimony is that the little larger syndicate received the loan
at 96.

Mr. KAHN. I have no doubt your recollection is accurate, but I
do not know.

Senator JonsoN. I think it is accurate, but we will call it a hypo-
thetical case if you wish so that we can follow the matter on through.
Here is a loan that first came at 94 and upon which somebody re-
ceived 1 per cent, and it is then taken by a small syndicate, composed
of 2, 3, or 4 members, at 95, and then a syndicate of 15 or 20 members
of New York, to whom the loan is given at 96.

Mr. KAHN. Not necessarily of New York.
Senator JoitNso.N. Well, you may take in one or two others like

Lee, Higginson & Co., or some Chicago house, but it would be limited
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to a few, who subsequently then allocated the loan to many banks
throughout the country at 100. Is that right?

Mr. KAIIN. May I siay, Senator Johnson, first of all, that a spread
of 0 per cent is not a Lsual spread, and that generally it is not a
question as between 94 anl 10. It is usually a question, its you will
see from the statement I am going to read later on, as between 94
and 97 or 971/.,. Secondly, if I may repeat the testimony already
given by me on l)ecembe r 21, the justification for the originating
group's commission is that that group stands in the breach, and says:

All right, we will t:ke your $1iI,oo4.0 of I.nds. They are sold. Whatever
llly lappenl wte are responsible for thift .1IOOJA0HK). You want to be sure
that you will get hie i fo:r|l i yur imm ini1 we guarantee that you shall
Ilave it.

Then, that originating group having taken that responsibility. they
turn around and form what is called an underwriting group to re-
lieve themselves as far as they think appropriate or as far as possible
and as quickly as possible of'that responsibility. That underwriting
group, for the responsibility which it takes, is entitled to a coi-
mission.

Senator JohiNso-,;. You have testified as to the modus operandi of
such a transaction, and I am seeking to get that modus operandi into
the record, whether justified or not you and I may subsequently dis-
cll. but I am perfectly willing that your views justifying it may be
put into the record. However, I want to get the mode by which
the action is taken clearly stated in the record.

Mr. KAHN. All right.
Senator JowNsoN. cWe have the purchase at 94, and then the sale

to the small syndicate at 95. and then the sale to the little larger
syndicate for 96, and then to the bankers generally, to be sold at 100.

Mr. KAHN. May I say that it is not to the bankers generally, but
to a very large distributing group which is not generally conl)osed
of banks. and only to a certain extent of large bankers. It is com-
posed of a very great nuniber, sometimes as many as 1,000 or even
1,500 distributors, large or small, some of them of very small size,
people that make their living by buying bonds in limited quantities
and selling them at retail.

Senator JOHNSON. Exactly.
Mr. KAHN. Of which ban ks and bankers are really a minority, the

bulk of them being distributing houses all over the country.
Senator JOHN-soN. All right. We will say that there are houses

engaged in receiving bonds and selling them.
Mr. KAHN. Yes, sir.
Senator JOHNSON. That is their business?
Mr. KAHN. Yes, sir.
Senator JOHNSoN. And their business is to get what they can out

of the bonds?
Mr. KAHN. Yes, sir.
Senator JOHNsON. And the banking houses in New York that

form the original underwriting syndicate of course know that fact,
and know exactly what is to be (lone with the bonds ultimately,
isn't that true?

Mr. KAHN. They know what they plan to do with the bonds ulti-
mately, but whether they succeed or not depends upon conditions.
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I have heard of numerous cases where they did not succeed in com-
pleting their syndicates or groups; where they did not succeed in
carrying out their plans; where they were, to use it common term,
stuck with the bonds and had to sit on their.

Senator JOHNSON.. You justify the particular mode that we have
just been talking about upon the theory that the original house that
takes the bonds assumes the liability in respect of them.

Mr. KAHN. Yes.
Senator JouNsoN. Now, is that so generally?
Mr. KAHN. Yes.
Senator JOH.NsoN. So that generally when bonds are taken by one

of your houses for the purpose of sale in this country, you under.
write them and you assume the responsibility in relation to them?

Mr. KAHN. Yes.
Senator JOHNSON. Well then, that justification extends to every

sale doesn't it; that is, to substantially every sale?
Nr. KAHN. To substantially every sale; yes.
Senator JOHNSON. What was the use, then, of saving that the

justification in this particular instance was the liability that would
incurred by the original house?

Mr. KATuN. I did not mean to say in this particular instance.
except that vou asked me its to a particular instance and I answered
you as to that instance, but it holds good generally.

Senator JoilHsoN. But vou say as to the 6 per cent spread.
Mr. KAHNv. No: I beg l)are(on. I (lid not refer to the spread'of

0 per cent except when I said it was an unusual spread.
Senator JOHNCSON. And vou justified it because, as you said, of

the liability which was undertaken by those who took the bonds for
sale?

Mr. KAHN. Again I say that I did not enter into the question of
the justification for that large margin. That must depend upon the
circumstances of a particular case, as to the times which then pre-
vailed and the difficulties which existed, the amount involved, and
the work that had to be done. I (lid not enter into the question of
either justification or criticism.

Senator JoH.NsoN-. And I am doing neither, but simply trying to
develop the facts. We may take now as settled that a particular
transaction of that sort, at 94, is transferred at 1 per cent increase.
or 95, to two or three others, and is transferred at a 1 per cent in:
crease by the two or three who were joined with the original pur-
chaser of the bonds, to a larger syndicate of 15 or 20 as the case may
be, at 96.

Mr. Kmu.IN. Probably a great inany more.
Senator JoitxsoN. And possibly more. All right. And then by

th.ee underwriting houses transferred to bond houses in the Uniteil
States. You objet to using the word " bank " and we will therefore
omit the use of tat word, but to the various bond houses, whose sole
business is selling at a profit the bonds entrusted to them, is that
right?

Mr. KAII.N., Yes.
Senator TJoNsoN. That knowledge being held. of course, by all

of those who were dealing with that particular issue.
Mr. KAHN. Yes.
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Senator CouzExs. If I might interrupt at that point I should like
to ask, at what price are those bonds sold at retail?

Mr. KAHN. I beg your pardon?
Senator CouzENs.'May I ask at what price those bonds Senator

Johnson is referring to vere sold at retail. Were they sold at 100?
Mr. KAHN. Senator Johnson tells mne that they were sold at 100.
Senator JoHNsoN. That is my understanding, Senator Couzens.
The CHAIRMAN. That is what the record shows.
Senator Couz'N-s. I think Senator -Johnson in pointing out the

steps has overlooked one step, that second large group that lie refers
to, and then the retail group, that sold at a price between 96 an
100, did they not?

Mr. KAHN. The chairman has stated that the record so shows.
Senator CouzE.Ns. What would that spread be?
Mr. KAH.N. It depends upon the circumstances of the case.
Senator COUZENS. So that as a matter of fact the difference be-

tween the 96 that Senator Johnson refers to and the 100 is divided
between the wholesalers and the retailers, is it not?

Mr. KAHN. It depends upon the question to what extent the whole.
salers participate or are able to participate in the retail distribution.
Perhaps I can give you something that is not guessing, and it is not
taking the practice of another house but my own.

Senator Couzi:Ns. Well now. we were speaking about a hypothet-
ical case. Assuming for instaiwe that the second underwriting group
paid 96 for them.

Mr. KAIIN. All right.
Senator COUZENS. What would be the usual difference between the

06 and the 10 Othat would be the cost to the retailer?
Mr. KAHN. The usual spread for the retailer would be from one

and one quarter to one and three quarters per cent.
Senator COUZENs. So that the differelIce between 906 and 100, a part

of that goes to the large underwriting group that Senator Johnson
refers to, and a part of it goes to the man who does the retailing.

Mr. K,\iiN. No-

Senator CouzENs. (continuing). You did not understand my
question, I take it, because you have just said yes.

Mr. KArN. I beg your l)ardon, but I said to the extent that the
underwriter participates or is in a position to participate in retail
distribution. To that I have said yes. But few houses are in that
position except to the extent that thliy may be able to place bonds
with a few particular clients. Generally speaking, the spread be-
tween the underwriting syndicate and the' distributing syndicate goes
to the hundreds or thousands of retailers throughout the country;
except that to the extent that any individual members of the under-
writing group are capable or have an organization to participate in
retail selling or distrilmuting they would naturally be in the same
position that any other (listributor is, and they would participate to
that extent in that spread that the distributing group has.

Senator CoUzENs. And the National City aie both wholesalers
and retailers?

Mr. KAHN. Yes, sir'.
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Senator CouzENs. And they would participate in tile spread be.
tween the underwriting and the retail sales because they would par-
ticipate not oly in the underwriting hut in the retail sales proper?

Mr. KAHN. es.
Senator CouzENS. So they are in a different category front you?
Mr. KAHN. Yes, sir.
Senator COUZENS. And in a (iffereilt category from J. P. Morgan

& Co.?
Mr. KAHN. Yes.
Senator CoUzENs. Because neither you nor J. P. Morgani & Co.

participate in retail sales, as I understand?
Mr. KAHN. That is generally correct.
Senator COUZENS. So that the 4 per cent spread is divided iII 'oiuie

cases differently than in others; in one case exclusively to the retailer,
and in another case it is divided between the wholesaler and the
retailer?

Mr. KAHN. That is quite correct to the extent that the wholesaler
can and does participate in retailing.

Senator JOHNsoN. The big houses in New York have typical syndi-
cates, have they not? That is to say, there is a typical Morgan
syndicate, and a typical Kuhn, Loeb & Co. syndicate, and the like?
They are substantially 'he same people, however?

Mr. KAhN. To a large extent the same people y".
Senator JoHNso.N. There has beeii furnished to me in writiu., a

statement that a typical syndicate in the case of a Mor'an i.-ue
is of this sort, and if you can state the fact. I Would he very lai
if you would, and if yon can not. very well: ,. P. Morga & (o..
Kuhn, Loeb & Co., First National Bank, National City Bank. Guar-
anty Trust Co., Bankers Trust Co.. Kidder, Peabody & Co.. lee.
Higginson & Co., Harris, Forbes & Co. Is that a typical svdicate I

Mr. KAIN. You are referring to a Morgan un(?1,rwritiiw' sywli-
cate, I take it?

Senator JoHxSON'. Yes.
Mr. Karts. Well, again I can otilv an-wer for our own house.
Senator JohNsoNx. And there has also being given to me inforima-

tion that a typical Kuhn, Loeb & Co. svi(licate is this: Kuhn. Lovh
& Co.. National City Bank. Guaranty Trust Co.. First National
Bank. Brown Bros.. Kidder. Peabody & Co., Chase National Bank,
Lee, Higgiinson & Co., Continental & Commercial Trust & .savings
Bank of Chicago, Inion ''ru'tt Co.. and Mellon Natioml Bank of
Pittsburgh. these two last. are of Pittshurgh, and First National
Bank of St. Paul, and Blair & Co.

Mr. KAHN. I do not recognize that its a ('lose family resemblance.
Senator JoHxsoN. Can you give me the family, then ?
Mr. KAHN. I shall be very glad to give you not only a guess at it

generally, but I shall be verIv glad to give you in any case yo0 may
ask about in regard to our houSe,, the details'of the unlerwriting synII-
dicate and of the distributing syndicate. so that there may hl,. 1 1o
guessing about it.

Senator JoHNsoN. I prefer that there should be Iio guessing about
it.

Mr. iAJIN. I Shall be glly at yolr ,li.spo1al to give you the t'aclts
in any case.
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Senator JohN.so,. You would not say, then, that that is a typical
Kuln. Loeb & Co. syndicate?

Mr. KAIIN. No.
Senator JoHNsoN. Do you answer that you do not know or do

you answer that that is nit a typical Kuln, Loeb & Co. syndicate?
M r. K,%IIN. I beg your pardon.
Senator JOHNSON. I asked, (1 you say that you do not know or

that that is not a typical Kuhn, Loeb & Co. syndicate?
Mr. KAHN. I say I do not recognize it as a close family resem-

blance.
Senator CouzE S. l)oesn't the size of the family depend upon the

size of the loan?
Mr. KA1MN. To a large extent, yes.
Senator COUZENS. So that the family is larpver when the loan is

larger.
Mr. KAIIN. Yes.
Senator JOHNSON. That syndicate which I mentioned, it has been

asserted to me, distributed the Swedish $30,000,000 loan of 1924.
Do you recall it?

Mr. KAHx. There was a Swedish loan in 1924 but I could not
from recollection tell you who were the members of that syndicate.
But I will gladly ascertain it if you so wish.

Senator JoHNsoN. I will ask vou for more of those details subse-
quently.

Mr. K.AIIN. Perhaps I might now complete the answer which I
tried to make to Senator Couzens's inquiry. I can only speak as
to the spread or margins in cases within my own knowledge, or
which relate to my own firm. According to ihis precise list which
I have here the complete compensation, the gross compensation from
all sources which went to my house, is slightly above one-half of
1 per cent, in the case of issues of our own, in which connection
it may be appropriate to consider the fact that my firm has a number
of partners. at present ten. I should say that the average coin-
pensation which went to the underwriting syndicate and to the dis-
tributing syndicate together would be slightly above 3 per cent.
I should say that the average for the whole thing, the average
sl)'ead, and I mean by that the gross margin, from which must be
deducted overhead, taxes, and so on, the gross spread I should say
would be about 3-'Y4 per cent. out, of which the share of my firm is
slightly above one-half of 1' per cent. And perhaps I niight say
in this comection that a real estate broker, who is not called upon
to take any risk or responsibility whatever, gets a commission or
spread varying from 1 to 6 per cent.; that a trustee or executor
gets a compensation in my State of 2 or, if he acts as both executor
and trustee, 4 per cent, without having to take any responsibility
in the way of putting ul) his own money whereagainst a banker
does take a very large financial responsibilty and may well find
himself hung up in the case of bonds which have l)een contracted
for or purchased by him in the belief that they can be sold an( as
to which he finds that circumstances have changed or that his judg-
ment was lit fault.

Senator JoDNsoN. J)o volt think it perfectly fail- to iflake a coMl.
parison between the charges of executors or a(hninistrators "with the
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amount received as a profit by a banking or investment house for the
sale of bonds to the public?

Mr. KAHN. I think it more than fair, because in the case of a
banker there enters the elements of the responsibility which he takes,
the risk which lie assumes, the correctness of his judgment, his inevi-
tably high overhead and the instances where he finds that circum.
stances have changed, that his original estimate of values is no longer
applicable to existing conditions, and that lie may find himself with
bonds on hand which he is unable to dispose of, except at a consid.
erable loss.

Senator JoHNsO N. Has that occurred frequently with you h(liseI
Mr. KAHN. I am lhippy to say it has not occurred frequently, be.

cause as I have been perhaps immodest enough to mention before,
our house is one of great conservatism. But it has occurred.

Senator JOHNSON.. And when it does occur, what do you do willi
the bonds that you have?

Mr. KAHN. We sit on them as long as we have to.
Senator JoiNsox. What do you do with them ultimately?
Mr. KAHN. Ultimately, if conditions make it possible to dispose

of them, we dispose of them as best we caln.
Senator JoHnson'. Have you done that in every instance?
Mr. KAHN. Whenever we could; yes.
Senator JoHiNso.N. Well, has it been done in every instance?
Mr. K.HN. No. I ant sorry to say there are sone bonds we still

have and in regard to which it has not been possible.
Senator JOHNSON. Does that exist to any considerable extent?
Mr. KAw-;. With your leave, Senator, I do not wish to reflect

upon our judgment .r answering that question.
Senator JOHNSON. And I am the last one who would reflect upon

your judgment, Mr. IKahn.
Mr. KAHN. Thank your very much.
Senator JoiNso.. But the fact of the matter is that wh6n you

are stuck, if you will permit my use of the expression, with any
bonds you get rid of them as best you can, do you not?

Mr.'KAHN. As best we can, yes; and when we can, without affect-
ing the market to an extent which would be unfair to those to whom
we have sold bonds."

Senator JoHNsoN'. You have not found that essential in the last
few years, have you?

Mr. KAHN. We have found it essential in some cases; yes.
Senator JoihNsoN. If in the statement you have before you you

reach any particular bond issue where you have been stuck for the
bonds will you please state that fact, and then state how ultimately
you disposed of them and at what price you disposed of the bonds
for which you were then stuck?

Mr. KAH1N. Senator, I shall be quite willing to state in which
casestbebond issues were not wholly successful, but I respectfully
ask to be excused from saying at whit price we sold such bonds, as
we may htve bought in the market subsequent to the issues, when
i;,e solo , and what loss we incurred, because I do not believe that that
is something which ought to be made public p)rOp)erty.

Senator Golw. Mr. Kahn, you stated that you uIsually purchase
these bonds, that the originatinig house or managing house l'urcha is
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them, and that the price at which purchased is controlled by supplyand demand.

Mr. KAH1N. By supply anid demand?
Senator GoE:.' Yes; I understood you to say that.
Mr. KA1N. Yes.
Senator GonE. The next step ;s for the managing house to organizean nnderwritin-t syndicate ?
Mr. KAHN. Yes.
Senator Goi.'. An liiderwritiig group or syndicate. Does the

underwritir.g syndicate pay a l)rice based on their conception of tile
ratio betweenn suppl)ly and demandn?

Mr. KAhN. Yes; 'because they arie( at entire liberty to decline the
ofier which comes to them from the originating hose, and if they
think the originating house has l)aid a price which is excessive they
do not hesitate to decline.

Senator (GonE. Yes. Now. the next step is the (listril)uting group
.".: tile retailers. I)o tlhe\ take those bonds at a price wili'hl they
think refifeets the ratio brvtweel 4l4pplv and (illa 1d.

'Mr. KAN. hlhe pra'e nat itll iv is fixed I)v tilh' inallagers jtlg-
niolt. If tilt (list ributor( does not think tlImtthe l)rice is reasonable
lie simply (toes iot gro along.

Se~llt0 (1lIC. 'No w. tIlen. the next ste) is foi. tll retIailer to sell to
th private i l'5st1'or. )o vol l I l1k tile private illvestor Iass his
lircilse priee on a ratio betweenn Sli)ply and demlan ?

Mr. K.'IN. The private purchaser Would probably base his action
1111o two things: First. his lived or desire to l tla 21 ill |'estilelml.
Secondlh. his belief tis to tile merit I11nd attr'lt ivene.-s of tile oiferin,_,.prl m',,i olbably. thol,_,hl I hope, ,,_,elvi-ally. to it l. : 114 a l vl lese

in(' extent. biy tile iwisiasivel('ss of the sit,esmn 11.
Senate (1l .r:. o)o you tiiik tlit till- ri' I'v -imlvest (01' has mtny%- con-

ee(jt11 at ill al ltt li, rat io liet weeil Slippl)ilv 'a1l deimiind ill fll' case
of Ibnds of tiha lmIrtic'lar 1l \'t)o

Mi'. K,\x. le 1has it ill this 'way. Senator. ill tl l)revailing Illota-
tions for ionds ,an(d other seeCili', whieh are of (ouir'se availal' to
hinm. and in his own case he 'knows whether Ile hms money for illvest-
ment O1' iot, and if so what he ('a get for that 1lloney.

Senator Gtimm. I)o voi think that tll dist ibtitnilg holise' took into
eonlidervation tile ia'tio between sluplly and demand when they
undertook to sell these bonds?

Mr. KTiN-. Tihey undobtedly did. in miakinug ill) their own mind
whether they wished to go aloig with a syndicate or not. If they
think 1that til' iveiice put Il101 certaill tolds is ]lot in a(.(ordimnce with
their conception of supplll(v and demand. they do not go along.

Senator Gor . You qi ated two l'elsOlls li1. it p lVe investor was
induced to take these bonds. I had here the other day an address
by )wight Morrow who was elllertating the differeni things that
initced them to take bonds. lie mentioned first and primarily the
faith in the banking house handling the bonds. Would you rnehtion
that as the first consideration?

Mir. KAhN. I should hardly describe it, Senator, as a first eonsid-
eration at all times. I hope fhat it is an essential consideration, and
I hope henceforth increasingly so.
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Senator Goie. 'Take a private investor in Texas or Oklahoma;
when lie goes to buy a foreign bond. do u think he knows anything
at all, I mean, anything in an accurate'way, about the creditor the
resources of the government issuing those bonds?

Mr. KAHN. I do not think he does, very much, Senator; no.
Senator GORE. He has got to put faith in somebody else?
Mr. Karts. Yes, Senator.
Senator GonE. I was down in Waco, Tex., last summer. and they

were telling me (]own there about a big house in New York that hail
floated a great many sugar bonds all over the State, and1( the banks
took them, and the'bonds were practically worthless. Those bon(ls
were bought by Tom, Dick, and Harry, I suppose, without any refer-
ence to the solidity or the solvency of the Londs or the concern issuing
them, but entirely on the faith of the house issuing them in New
York.

Mr. KAIIN. I suppose, Senator, you are right; and that only in.
tensifies my own very strong conviction that a banker, as I 'have
stated before, must be ever and conscientiously mindful of his great
moral responsibility toward those who buy securities from him.

Senator GoRE. Exactly so. You sav the originating or managing
house takes these bonds from the issuing government at a fixed
price?

Mr. KAHN. Yes, Senator.
Senator Goitr. He stands in the breach; lie takes the loss if he is

stuck?
Mr. KAHI. Yes.
Senator GonE. Does not that put him under pretty strong pressure

to resort to high-power salesmanship methods to get rid of those
bonds whether or no, whether they really reflect the ratio of supply
and demand or not?

Mr. KAHN. Not if hie is a banker who, first of all, knows his own
business and, secondly, is conscious of the call of his integrity, his
moral responsibility and, above all, his enlightened self-interest.
The banker's prosperity, indeed his very existence, depends on the
confidence of the public. If lie has not got that, lie lacks in the very
essential of his calling, his business will shring to negligible )o-
portions, if not fail completely. Confidence can not be bequeathed:
it is not like money that you can give to your descendants. It must
be acquired every (lay byj the way you conduct your business and
the way you conduct 'vouiself and'thme principles you adhere to, and
by thc good opinion which you rea l) from those 'vith whom you are
dealing.

Senator GoRnE. There is no doubt about that. But when the orig-
inating house closes a deal it has two situations confronting it:
Either to be stuck with those bonds or to disiose of their to some-
body else, and if there is any sticking, to let somebody " hold the
bag," if I may use that phrase. " 7

Mr'. KAHN. Is not that more or less the same thing with every-
body who buys anything from anybody? If I am a wholesale house
and'I lay in' a stock of dresses aind t'he ladies determinee thit, they
are going to wear their dresses shorter or longer than I thought they
were, I am stuck,
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Senator Gore. But the women can look at fashion plates and see
whether skirts are to be longer or shorter.

Senator SHORTRIDGE. I would not go into that, Senator, if I were
you. Let us stick to the subject of bonds.

Senator Gore. My point is this, that private investors in Cali-
fornia and Oklahoia, for instance, have taken a lot of worthless
bonds. I do not think the investor is in exactly the same attitude
as the woman who is buying a dress. She passes on the length of
her own skirt and gets the length that she wants, and that is not a
matter of speculation, entirely.

Senator JOHNSoN. You say, entirely'?
Senator CouZENs. Is it not trite that investment bankers are no

different from merchants, like Wanamaker or Marshall Field, or
the Fruit peddler, who buy goods and find that there is not a suffi-
cient market for them and they are anxious to get rid of them ?

Mi'. K.HN. Yes. Senator.
Senator ('ot zEis. III other word ls, there is nothing sacrosanct about

a banker that takess him any- different from a merchant who sells
clothes. or bamims. or al)l)h,; Or boot and shoes; if ie has not prop-
eNlv exercised his jillg,.ment. he gets rid of the goods as quickly as
possible.

Mr. KAmm, Yes: excel)t that I think the banker is called upotn to
exercise a greater degree of clte that prettyy nearly any one else
who is dealing with the public , because lie is dealing in a commodity
as to which h( is eonsi(dered to be in expert adviser and is to which
nmIliy people rely oil his integrity-

S(nator ,h'Nlx'sox. An(1 jiulgenit ?
Mr. K.v[N. lis integrity 1itI ,jiilginet. His adlheretice to worthy

ethical standards. le is called ilvo10 to use his itittost eileavors to
see to it that what he offers to the imtllic warrants their confidence
ill him. Ile must see to it that ite oilers only secitities which, as
fill, ts he cail 1i-cert'ill ftroi diligent, liiistaking research, are in.
trin.icallv sound and which he feels justified in selling'to the public
wit, the 'omsciouste.-s that ili i moral trademark, his moral reSl)oisi-
bility gm-.A with then. lie itiust iesolitely decline, whatever be the
monetarly inluceiient, to attach tlhat trademtiark and that respoilsi.
bility to am- secrities as to the soimldiess of which there is, or ought
to 1e. any doibt iin his own it mind. If he does not do all that. Ile is
not the kitd of banker that deserves to Iive.

Sitti' ('ol,1: s. h'liit raises a1 i i(lst iolti of tile exact accllriey of
it pireviois stltiteiilellt of' voill's to the ell'et tilit solie mbiliderwniiter

ains tile fe loinll to si " ,'es o' io to till offeri ng of yours. Yout said
lie wtil.t eltirelv free.

. K.N. 'Yes, Setior.

Seliltot, ( 'cxZI:s. I Iii k iltirol itl qtite teciirate. Perhaps
A',m ithiitk it is Icciil'lile. hit it is iof. us iti matter of filet. because these
(leilvr'. most of theta , orll uilunderw'iters, kiiowiilg the reliutatiotn
thilit t.Vil have hitiIt ullp, 111d Ito which yA-ouil have jilst referred I accept
offerings lit, times I ecailse of tlie filt 'tt they (1 not wail tit o lose
their comlltiection ii(I imuili ig it inlio:-siIle to get into " soft things"
that iaty be offered .-omi time to time in the way of secutrities.
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Mr. KAhIN. Your statement is quite correct, Senator, but the dis-
tributor is still free to deelille or not to decline. As a rule. he
would not-

Senator Couzt:s. He is just us fiee as our seven or eight million
unemployed are free to either woik or not work. But in practice
they are not free. They are subject to eonomic conditions; and so
are these dealers or subinderwriiters only theoretically free. I ecalu..
as a matter of fact, their subsistence wotild be cut off if thVy. in
practice. did not follow along with the offerings imade by th-e
Jbij houses in New Ym'k who have the p.ool securities or what .vr
kind of -ecurities you choo-v to (all them. to offer to the public fr,,ai
time to time.

Mr. KAHN. I IIII ,n0t altogether differ from you. Senator. an-l
vet. oi the other hand. I cil iiot altotre tler aree with A-u. b:.';u-
io I own kiiowhi-Ire it lias ha 1 pneVl more othanee ', that ,,-,r-
inasf .111N own1 house iave te,',n declined l)v this or thar ,-E
tributor. bectitise he thought that we wee mnakir a, mi:-tal. a- t.,
the price at which we were seeking to plac the i l-< That ia .
not limetan that nlext tillu we will hJ( 1 luthinjg to (1o with li,. If
he did it persistently. instead of ill r .1n ilnstances. xwv wonll! Iay
to ourselves. " Will. cvielnthlv that fellow d,.- t ,i::, .,,,
with u1s. and so w (1Io not clue to delI with hiin :I' d I i- :'
wold go off our list.

Sel mtol N i. That is ant importantt slhitbct that hms lben
raised by Senator Cotzeuis. iand I zhoild be very ginI if any(f the( 44)'Im11itlev, w oll- pvlr...u it, full-t e.,

Senator Sivilrivii'X I w ish to purisue it j nsf for a -1milivit. Y,,I
have toll ts. as I u1 idtcrsta ltI volu testimony. that you are a auervi.-
ant-banker or Imnliver-innirclan't e

Mr. KAN. Ye. Senator.
Senator ,,'. hi luy d dispose of ald sell bo.o.th'
Mr. KAHN. Yes, Senator.
Senator Smua : Bonds issued by lrivate corporation-. bw

municipalities aad by goe ,ii, uimts?
Mr. KAhN. Ys. Silr.
Senator Soin',iIme. You lrobably have atiswe,'e1 tihis que--tion.

but I would like to have you advise its further. Before v',, bu
bonds from either a private corporation. a municipality or anl
listed govemnimient do yoil laake Careful inqui\ its to tile valtV .f
the bonds ?

Mr. K~xuix. We make the most, careful inquiries that we are t.:!-
able of, Senator: yes.

Senator Si <uoris;t:. In tlie iuulukiig of that inquiry how far .!o
you go?

Mr. K.miix. I have fun'iished a statement, Senator. at the re, l.j.-t .6f
one of your colleagues who is nbt here to-day. givin. the Ineis ,
process'by which we investigate secllrities that" are oltred to it. b.-
fore we iin our turn tomlude the transtwt ion and offer them to tle
public. That includes investigation; it includes legal opinion-; as
to the validity of the issues; it includes, in many eases., accountants"
reports; it includes going back over a series of years as to the credit
and standing and reliability of the particular corporation or gv.?rn-
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nient concerned. The statement that has been furnished the chair-
man-
Senator SHORTIDGE. Your answer is really a response to another

question which I was about to put. My first question, you observe,
was whether you make inquiry as to the validity of the bonds, the
steps taken by the corporation, the municipality or the Government,
in and about the issuing and putting forth of the bonds?

Mr. KAHN. Yes, Senator.
Senator S1omlMUM. I)o Nou make inquiry as to the ability and

resources of the issuing house. company, municipality or government,
with respect to its ability to meet the payments of dividends called
for or ultimately to pay at maturity?

Mr. KAHNX. 'the mst careful inquiries, Senator, that we are
capable of; yes.

Senator SHORTRIDGE. That is a fact?
Mr. KAihi. That is a fact; and I have here the statement, if you

would like to read it, which I furnished to your chairman, setting
forth the steps which we take before we handle any security which
we offer to the public.

The CH.IIIMAtN. You had better put it into the record at this point.
(The statement referred to and submitted by the witness is here

printed in full as follows:)

IEIORANDUM TO THE UNITED) STATES O1NATF COMMITTE E" ON FINANCE, FROM KUHN,
LOEB & CO., REGiIING FOREIGN FINANCING

(tUr primary consilerition itn any foreign loan, as It would be in iny domestic
loan. is to endeavor to atplralse front the facts obtainable the Intrinsic merit of
the bonds to be Issued find conseluently estimate the assurance of their itrhn-
¢ipal and interest and sinking fund, if any, belng punctually paid whell due.

(a) In the case of a governmental Isst, this \vouhl Involve a careful
analysis of-
1. Purpose of the loan.
2. It., past debt record and its credit standing as indicated Iby the market

Irite of its outstanilig securities and the level it which Its currelicy is quoted
in tie American i I[ other world market.m.

:i. Its record of lnwonA, wlai expentlitu'es for i period of from live to tell
years prcething to thine at which the loan Is behig ci slilered and its budget
for the .,ucteeding y(ari or two years.
4. Its import and export statistics for tile past five or ten years and ti

analysis of its 
" 

invisible " trade, If aity.
5. Its national debt, both on a total and a per capita basis.
0. Its natural vettallh.
7. Its fiscal position a.s to its holdings of gold or the gold holdings of its

central hlnk in relittion to its oulstandi||g ctirrency.
8. Analysis of whether or not the (overnment has given special security for

previous loans or whether it has merely Issued 1is loans on the so.called "nega-
tive pledge " basis. InI lite former case, we forl llleipellilnt Judgnvi|t whthr
the situation (If the government requires Insistence upon special security.
Bty " Iith'Illi\e IdIge" Is nIeatit that -while no seclih, lien or setvurity is given
for a loa1, the Iot Vow'er pledges that if, vhile any of tlie bonds of the loan in
questi1 tire olltstlllndlg, the borrower should create or issue or guarantee
iny hdldihiudles'; 11 obligations secured by specitle 1I14-1 o1' security, the bonds
of tile loani ill questil \Vii lie s eurlod etl I ly anl 1 rillibly viti such other
hihlel'I (liless ll- olli bzalinns or stuh gtllIlalitce.

!I Its political stability.
1l. Value of its actual or potentlil trade with the l:niiled St ate.
11. Whether i il in i t" Ind should b lelitI 'itl. lilltl. If so, whether tilt

sinkahr fnlld should be of sclih swA ms to retire Itlt inlre lotmti or ltl a itpart
of the loan by maturity.
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In some countries the Government owns and operates the railroads, tele-
graph systers, tobacco mohojoOli:s, sitIt willoll lie, etc ., 1a1l 1i1 sutceh (,so's
we woulld analyze the ino'oie the'efroil m id the asset value of these holhilig .

M) In the va.,4- of a State, city, or other political .subdivison of' a foreigii
country we would (onsiler--

1. I'uirlO,,4e of the loan.
2. Its past delit rc cord and it., ,,r'elt .-tinoi-ii as indhated by |lie iiti'hkot

price of it, outstanding.. seurities.
3. Its record of income and expenditures for a period of from 5 to 10 years

preceding the time at which the loan Is being considered and Its budget for
the succeeding year or two years.

4. Its debt both on a total and a per capita basis.
5. "'he value of the property owned by the borrower, together with an an.

alysis of how much of this property is revenue producing.
6. Analysis of whether or not the borrower has given security for previous

loans or whether it has merely issued Its loans on the so-called "negative
pledge" bas-is. In the former case, we form independent judgment whether
the situation of the borrower requires insistence uipon special security.

7. Whether it sinking fund should be required, and if so, whether the silikhg
fund should bw of such Aize as t() I1(1h'ro f lill- ot11 i'e bon h il oly a 1t t 4)f til'
loan by maturity.

In a general way. all of the matters analyzed in considering a governmental
loan would hoe considered iII relation to the countryy in which the borrower is
located so ts to as.,ertaln whether, if the borrower itself is intrinsically sound,
it would be In aI l.itlon to obtain the foreign exchange necessary with which
to meet the dollar obligation incurred.

(c) In the v'ase of it foreign corporation we would consider-
1. Purpose of the loan.
2. Its past debt record and its credit statig as Indbictted by the market

price of it. ,,#utstanding securities.
3. Its profit and loss a-count anud balance sheet for it period (if frou 5 to) iO

years pivixediog the time at which the loan is being considered.
4. The nature of its business and g.'ne'::l condition of the Indu.stry i which

It is engaged.
5. A general appraisal of Its management both as to ability and Stlandiig.
6. Analysis &of the type of loan which would best suit its lurpose.5 and yet

be salable an, whether or not specific 4,ectrlty for h(, loait shltiuhl k' i're-
quired or whether it need merely be issited on the so-called "negative p!edge"
basis. Il the former case. we form Inldependent judgment whether the situn-
tion of the borrower :equlres insistence upon special security.

7. Appraisul of the market equity of the securities junior to the loan to be
issued.

S. Whether a siking fund should be required, and if so, whether the sinking
fund should be of such size. as to retire the entire loan or only a part of tile
loan by maturity.

9. Whether, in our judgment, an independent audit of the company's accounts
should be made boy accountants other than the company's own accountants
sind whether, in our judgment, the nature of the coni)any's lu-iness ainikes it
advisable to have an independent engineering or other expert survey of its
situation.

The reference made in subheading (b) to the general analysis of
the (odiltri" ill which the lrrower is lo'atd wotlti. to somie silllihtr
extent. likewi.:t, apply to the ('ase of it cO'or'ate borrower.

])ECF:.ltm : ,. 19-31.
Senator Sioit rrfln ;I-. lavinig the aequi'ed tile bonds. yoVu dispose

of them in the tnnner (hevehloped by the se-ve'al qtiest ions and
answer.- :

Mt. KuN. Ye... Senator.
Seheituor Sn,,omttl;:. )o you re'gari yo 1r' 1,;f t legally respIsil)Ie

lip to atd! including the )llrChtase of the bollds by the p)tbli(' .
Mr. KAhN. We -Con.Sider ourselves tid we are legally repo stible

to the corporations. nllnieil)ality. o' go%'el'llllletlt froin whoin wve
botight the issue. The moment we have attached our signatie to the

- _ 1Jl_ _ . . . . .. . ! l_ I . . . . . . ..n
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contract, we are legally responsible to that government, municipal-
ity. or corporation, an( we are responsible irrespective of whether
we are able to form a syndicate and irrespective of the solvency of
any individual members of that syndicate.Senator Snonmui1E. I am reminded that you have covered that.
Thank you.

Senator JoHxsox. Is that done by contract'?
Mr. KAHN. Yes, Senator.
Senator JonNsoN. Duly executed by the government in question

and by yourself?
Mr.'KA11N. Yes, sir.
Senator JoHNsoN. And a copy of such a contract, if desired, could!

he furnished the committee?
Mr. K,1nN. Yes, sir.
Senator JOIIs4,N. You have ju.-t handed to the reporter for inse'-

tion in the record considerations which actuated you in the Iuatter
of the making of a foreign loan and the investigations that you make
in regard to any liuch foreign loan?

Mr. K.ihN-. Yes. Senator.
Senator Jon-Nsox. The first subdivision that you make of your

statement is in the case of a governmental issue, as to which you say,
"This would involve a careful analysis of. first, purpose' of the
loan ".

Mr. KAHN,,. YeS.
Sentor 1JoliNsox. Do you mitake that analysis?
MI. KA.N. Yes.
Senate' JOIINsO,. If the loan were for military purposes, for arslls

amid the like, would the loan hbe made?
Mr. KAx. We have declined such loans. Senator.
Sellator J0IIN SON. Aid would a house such as yours, doing business

in the fashion that you do, decline loans of that character?
Mr. KANu. We 'have done so, and we should (to 5o again un-

hesitatingly.
Senator ,hJOIINSON. And that ought to be the case in relation to

foreign loans?
Mr. K.%n-. In my opinion, unqualifiedly so.
Senator COUZFNS. Have you any way of following the funds up

after having made a loan to a government like the French Gov-
('nlllient?

Mr. KTIN. I am aftrid. Senator, that that is a physical impossi-
bility.

Semator Cot:z1:s. Certainly. So that, as a minatter of fact, no mat-
ter ]how carefully you may g( into a government's request for money
and( into its purpose, as a matter of fact, when it gets into the gen..
eral fund, you ire unable to follow to see what they do with it?

Mr. KA inN. That is correct, sir.
Senator SyTmirfn)oE. Does a given government indicate specificallytie purpose of issuing the bonds
Mvr. KAH N. Yes, Senator.
Senator SivmrminwE. And the need for the money to be secured

by their sale'Mr. KAHN. Yes, Senator: and, of course, there goes with that a
moral responsibility on the )art of such government. To what extent
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that moral responsibility is in every instance strictly followed is
beyond our power or anybody else's power to control.

Senator COuZENS. As a matter of fact, even though they were en.
tirely sincere and faithfully carried out their promises, they might
use those funds for that purpose and use other funds for the *purpose
of building up their armaments?

Mr. KATIN. Unquestionably.
Senator JOHNSON. From your knowledge of the amount of loans

that have been floated in the United States from foreign governments
or foreign corporations in the last few years and the manner in
which they have been floated, would you not say that there ought to
be some legal curb upon the indiscrilninate sale of foreign securities?

Mr. KAIIN. If I were a legislator, Senator. I should probably have
asked that same question and the subject would probably worry me
considerably.

Senator JoHnsoN. It worries us.
Mr. KAHN. I fully understand that it would; and yet I do not

see how it is possible to deal with it in a way that is'effective and
that is not likely to do more harm than good.

If I may explain myself P little more fully: There are certain
things which can not be covered by the statute book, bift which must
be covered by the force of public opinion and by the sense of decency
of the people who have responsibility. If yoll Set up on organization
of the kind to which your question alludes, you would to that extent
relieve the individual investor from exercising his judgment, which
by all means lie ought to be educated and made responsible to exer-
cise. I think that, if there is anything more needed in that field than
another, it is to make it plain to the individual investor that he must
seek tc educate himself and practice care ai( discrimination before
he part., with his investment funds. If there were to be set up in
this connection a governmental body, however informal or limited,
the result would be that lie would be apt to rely to a, perhaps, undue
extent upon what would not be meant to be a government moral
guarantee, but which lie would probably look upon as such.

Secondly, in the case of the existence of a governmental body of
the nature indicated, there can be little question that, as to any bor-
rowings passed by such body, the prospectus by which such securi-
ties are offered to the public would carry the legend, so to speak, or
at least convey the impression, " approved by the ITnited States cen-
sor," just as the movies do in the case of State censorships. Of course,
it would not be really correct, but the fact would be that foreign bor-
rowers would assume that loans having been passed upon by some
authority in the United States, charged with some kind, however
safeguilded. of supervisory, regulating, or restraining function, they
would bt, at liberty to say so.

That. would be very apt to imply to the investor the assumption
of a certain moral responsibility oh the part of some governmental
or seniigovernmental agency in the United States. C

Senator COUZENS. Does not our experiences with the State " blue -

skv " commissions justify your statement?
'Mr. KAHN. It does justify it. If there were any way in which

this thing could be (lone without causing, in my opinion, more
harm than good. or without further strengthening that paternalism
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and that reliance upon bureaucracy, of which I think we have enough
in this country, and without T mkening the individual reponsibility
of every one to look after hi. )wn, to inform himself as carefully
as he can, to seek advice from . urces of proven integrity and sounl
judgment rather than f rom such as hold out the lure of "get rich
quick," and not to be led either by some kind of governmental say so
or by the persuasion and insistence of high-power salesmen, and if,
furthermore, it would not tend to diminish the moral responsibility
of the banker, if there were any such way, I should say, let us try
some such method. But I do very sincerely believe after full con-
sideration of the subject that there is no way in which what you
have in mind, Senator, can be accomplished other than by educating
public opinion and by emphasizing again and again the moral
responsibility resting upon the banker.

Senator JoHNsoN. Your whole argument goes to the fundamental
that in a democracy education ought to be the appropriate and the
prime object. But admitting that that be so, that you are to educate
your public as best you can, you have an obligation as well to protect
your public, have you not? And your public has not been adequately
protected in this regard?

Mr. KAHN. I think the public is as adequately protected in this
regard as it seems to me possible to do without creating more likeli-
hood of harm than of good.

Senator CONNALLY. As a matter of fact, your house has asked
the State Department's judgivent and permission to circuate lots of
these loans?

Mr. KAHN. Senator. it was not the judgment or permission of the
State Department that we asked. We merely followed the request
by the late President Harding that the bankers enter into the prac-
tice of submitting an informal inquiry to the State Department
as to whether it saw any objection to such and such a foreign loan
being made by American bankers.

Senator CONNALLY. Whenever the State Department said it had
no objection, you took that as an approval, did you not?

Mr. KAHN. Only from the political point of view. We took it as
a statement that the United States Government saw no political
reason why such a loan should not be made.

Senator' CONNALLY. Has it been your custom to submit all these
bond issues to the State Department?

Mr. KAHN. Every one; yes.
Senator C0,NNALLY. Of !orlorations as well as governments?
Mr. KAHN. Every one relating to a foreign country; yes.
Senator CONNALLY. So that every bond issue you have made since

President Harding instituted that policy Iras had the confirmation
of the State Departiment that there was no reason why you should not
pro(ced to sell the bonds?

Mr. K,%hN. 'The State 1)epartnment emphasizes particularly that
such permission does not relate to the intrinsic value of the loan.

Senator CoNLx.%LYr. , ves: I understand. But your firm and
these other firnis had beea'doing, in a way, so long as it was ap-
proved, exactly what you are protesting against as suggested by
Senator Johnson?

92928-32-Tr 2--5
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Mr. KAHN. May I say, Senator, that I think there is a basic dif.
ference between Senator Johnson's suggestion, the motives of which
I fully respect, and what has been done heretofore. In compliance,
I understand, with a specific request of the State Department, noth.
ing has ever been said in any prospectus or other literature issued
in connection with any foreign loan as to its having been submitted
to, or passed upon by, the State Department.

Senator CONNALLY. No; but it has been generally known over the
country that you do submit these matters to the State Department,
and the State Department has made no objection. That is known
generally over the country, is it not?

Mr. KAHIN. To what extent it was generally known, I do not
know. It is now generally known, because it has been brought out
here before this committee.

Senator CONNALLY. But during all these sales by these distribut-
ing retailers of these bonds-they all knew that?

Mr. KAHN. I doubt it.
Senator CONNALLY. In your correspondence with them did you

not advise them of that?
Mr. KAH.N;. No; it was never mentioned in any prospectus or let-

ter. It was never given any kind of publicity; and it was particu-
larly insisted by the State Department that it must not be put in a
position where its attitude may be held to imply any kind of moral
responsibility as to the intrinsic value of the loans.

Senator CONNALLY. Oh, I understand that, of course. As a mat.
ter of fact, has the State Department declined permission to issue
any of these bonds?

Mr. KAHN. In no instance of my own knowledge. There was a
case or two cases where the State Department did object---,

Senator CONNALLY. Do you recall those?
Mr. KAHN. There was one German loan connected with the potash

monopoly.
Senator CONNALLY. That was for political reasons. What was

the political reason?
Mr. KAHN. I could not tell you precisely. We had nothing to do

with it, and it would only be hearsay if I did repeat it.
Senator GORE. It was based on economic objections, was it not?
Mr. KAHN. Yes, Senator, I believe.
Senator CONNALLY. You stated a while ago that the only reason

the State Department assigned was that for political reasons certain
issues could not be circulated-

Mr. KAHN. The only reasons we understood why the department
wished to be consulted were of a political character.

Senator GORE. In that case the State Department objected on
request of the Department of Commerce.

Senator KING. For my own information while it is not germane,
Mr. Chairman, why did the Department oi Commerce get into that
matter? Did they want to protect some monopoly?

Senator GORE. They thought this was a part of the monopoly. the
international cartels over in Europe, and they objected to it on that
ground.

Senator JOHNSON. I think, Senator King, to do the Department of
Commerce justice, that before we conclude this hearing we will see
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that there has been a marked tendency on the part of the Department
of Commerce to discourage various foreign loans, and that there
has been some-I will not say "friction," but difference of opinion,
between the State Department and the Department of Commerce
upon these matters. I say that in justice to the Department of Com-
merce, which I think was entirely right in the matter of the dis-
couragement.

Senator GORE. It was an economic objection.
Senator JOHNSON. Do you recall a letter by S. Parker Gilbert in

the latter part of 1927 in which he said in very vigorous language
that Germany was overborrowed?

Mr. KAHN. Yes, Senator.
Senator Joii-so-.. And that was given wide publicity. was it not
Mr. KAHN. Yes, Senator. w

Senator JOHNSON. And subsequently German loans were made just
the same, were they notI

Mr. KAHN. Yes, Senator.
Senator JOHNSON. The German loans were floated in this country

by institutions, notwithstanding what he said?
Mr. KAHN. Yes, Senator; and not one of those loans is in default.
Senator JOHNSON. They are running from 12 to 30 years yet,

are they not?
Mr. KAHN. I assume that is correct. I do not know the exact

dates. But they are paying punctually their sinking fund and their
interest.

Senator JOHNSON. You did not believe Mr. Gilbert at that time, in
the views that lie expressed publicly?

Mr. KAHN. I did not believe him, you say?
Senator JOHNSON. In the views that Mr. Gilbert then expressed.
Mr. KAHN. I thought that his views were extreme, Senator, but

to a considerable extent I agreed with him. My own firm origi-
nated only two bond 'issues' by German borrowers; but were for
strictly productive purposes.

Senator JOHNSON. Do you recall that he said in substance, in
the letter that he then published, that if the policy of loaning money
to Germany continued the world would face a terrific financial de-
pression?

Mr. KAHN. I do not recall the exact words.
Senator JOHNSON. I do not claim them to be exact, but I claim

them to be in substance what he then wrote. Do you recall that
he said in substance that there would be a great financial depression
if the policy of loaning money to Germany was continued?

Mr. KAHN. I do not recall the exact language; no, sir.
Senator JOHNSON. The letter I will obtain and put in evidence sub-

sequently, so far as that is concerned.
Senator GORE. You stated a while ago that two years ago there

was considerable competition between some 20 or 30 banking houses
to obtain business with South American governments issuing bonds,
in order to handle and float their bonds.

Mr. KAHN. Yes, Senator.
Senator GORE. Did your house take any part in any of those flota-

tions?

I
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Mr. KAH.. To a restricted extent. The only issues we floated
were of two South American governments or governmental institu.
tions, both of leading countries, that is, Argentine and Chile.

Senator GORE. Are any of those in default now?
Mr. KAHN. The bonds of one institution, issued by us, are in de.

fault, being the Mortgage Bank of Chile.
Senator GORE. A number of South American issues are in default,

are they not?
Mr. KAHN. Yes.
Senator GORE. They were handled by other houses than yours?
Mr. KAHN. Yes, Senator.
Senator GOR E. So in spite of their foresight their bonds have gone

bad?
Mr. KAHN. Yes. At that time the general atmosphere was one of

great encouragement as to the future of South America. It was
considered at that time, as I believe it still is, our economic duty and
to our political advantage to do everything that could be done to
further cement the bonds of friendship and commercial intercourse
between the United States and the South American countries. There
was considerable sentiment at the time to the effect that South
America had entered a new era. That became fashionable at that
time, as you remember Senator.

Senator GORE. Yes; I remember.
Mr. KAHN. And it was generally believed that South America

had passed the stage of those defaults which too often had occurred
in the past, and hal now come to be stable and sound business risk.

Senator GORE. It was a new era, but in exactly the opposite sense
from what the public thought?

Mr. KAHN. Yes. Unfortunately that ha; turned out to be so. But
I have confidence that as time goes on South America will come into
its own and will reestablish itself and become a thoroughly solvent
and financially sound part of the world again.

Senator GORE. Everybody shares that wish, of course.
Mr. KAHN. After all the same thing has been gone through by

the English who long before we had any financial dealings with
South America to any great extent, advanced very large amounts of
money to South American states, many of which later on came to
default, and many of which, in fact, most of which, in the course
of time became good again.

Senator JOHNSON. YOu are looking for changing conditions in the
world constantly, are you not?

Mr. KAHN. Yes, Senator.
Senator JOH.soi- Who could tell 10 years ago that France would

be to-day sitting on top of the world?
Mr. KAHN. No one could, as far as I know.
The CHAIRMA N. When these loans were made and were handled by

vour house or other houses, did you know of any American or.any-
body else in the world that thought or had an idea or expressed an
idea or opinion that within a period of 10 years the world financially
would be in the horrible condition that it is to-day?

Mr. KAHN. I know of none, Senator, and none of us believed that
such a nightmare as we are now facing would possibly confront us.

Senator COUZENS. Is it not true that S. Parker Gilbert said it
in 1927?
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Mr. KAHN. He said it in relation to Germans" only and as a
warning not to overdo the loaning of funds to Germnay.

Senator COUZENS. I understand that he went further than that,
and said there would be a crisis if this thing continued.

Mr. KAHN. I do not recall his precise language, Senator. I have
no doubt that Senator Johnson quoted it as it was written.

Senator COUZENS. I think that answers the chairman's point, that
there was a warning issued within the 10-year period.

The CHAIRMAN. Senator, did you read that statement?
Senator JOHNSON. Yes.
The CHAIRMAN. At the time it was issued?
Senator JOHNSON. I did, but I have not it before me now. I have

not read it of late. I will have it here for presentation to the com-
mittee.

It is recalled to me, also, that John Maynard Keynes, British
economist, in 1922 said substantially the same thing. "

Mr. KAHN. John Maynard Keynes has been a Cassandra ever
since 1918 when he left the British Commission for Negotiating
Peace and threw up his job, for good reasons in my opinion, which
do him credit. Since then he has held that the world was going
to the dogs, unless his formulae, his private and patented formula,
as they formed themselves in his brilliant mind from time to time,
were adopted. He is a very able man, an exceedingly able man,
for whose opinions I have great respect; but like many economists
he is swayed by his own mental eloquence into taking rigid attitudes
as to present and future and persuade himself of things of his con-
viction, perhaps to a greater extent than nonprofessionals would be
able to persuade themselves as to the indisputableness of their views
and forecasts.

Senator SHORTJIIDGE. Let me recur to the South American defaults.
Has any one of the now existing governments repudiated its debts,
or is it a mere case of temporary default?

Mr. KAHN. It is a case of temporary default or moratorium. None
of them has repudiated at all.

Senator SHORTRIDGE. There has been no repudiation of a given
issue?

Mr. KAHN. No, Senator.
Senator JOHnSON. It is a case of moratorium?
Mr. KAHN. It is a case of moratorium in some cases, and, of

course, of plain default in other cases.
Senator JoHnsoN. The moratorium, in the cases where it exists,

we will grant next week, then.
Senator Goir. Does anybody underwrite this temporary propo.

sition? You are not underwriting that or certifying that it is
temporary?

Mr. KAHN,. As a member of a conservative banking house, may I
say that the underwriting of such contingencies is not within the
lines of our business?

Senator GORE. That protects the record.
Senator KI.NG. You mentioned Mr. Keynes a few moments ago

and said that he was lost in his own verbosity. You recall that
he was for many years a strong devotee of gold and denounced the
use of silver, particularly bimetallisni?

Mr. KAHN. Yes.
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Senator KING. But in his recent book,. in two volumes, in the last
volume he has repudiated those earlier views and said that gold is a
parvenu, and that it becomes necessary, or at least that is the impli-
cation, that we should have the restoration of silver to a monetary
status in order to avert these catastrophes to which we have referred.
Would you agree with that view?

Mr. KATHIN. Senator, I have read his book, though not very thor-
oughly, but I have read it, and I have also read various other recent
articles of his. They are all tinged of late with the color of the tail
of the fox which was no longer in the place where nature intended
it to be. The fox, in the fable to which I refer, had lost his tail and.
therefore he wanted everybody else to lose his tail. Some of the
European governments would like the United States to lose its tail;
but I am wholly convinced that the United States is going to do no
such thing to accommodate them.

Senator GORF. The United States lost its head instead of its tail?
Mr. KAH.N. I think, Senator, that in 1929 there was a general

brainstorm. "Let him who is without sin first cast the stone."
Senator SHORTRIDGE. What does the metaphorical phrase mean

that you gave?
Mr. KAIIN. I mean that England has not by its own choice but

by necessity gone off the gold standard; ard that is true of. several
other countries.

Senator KiNG. But his book was written two years ago. That was
before Great Britain had abandoned the gold standard. You are
not insisting, are you, that Mr. Keynes predicated his book upon the
assumption that Great Britain had lost her tail or her head and was
going off the gold standard?

Mr. KAHN. I rather think, Senator, he did, because he at that
time was already urgently in favor of a so-called managed currency
which he has preached ever since. Winston Churchill in 1926
brought the gold standard back to England, and ever since then
Maynard Keynes has preached the unwisdom of that action and the
inevitable necessity of introducing what is generally termed "man-
aged currency." I do not understand that at present he is in favor
of bimetallism. He is now, I believe, wholly in favor of managed
currency and is convinced that the world has got to come ultimately
to follow Great Britain in the formula of a managed currency.

Senator GORE. Do you think that is feasible?
Mr. KAHN. He thinks it is feasible-
Senator GORE. Do you think so?
Mr. KAHN. I do not Senator. At least, it has never been proven

that it is feasible. I believe I said on the last occasion when I had
the honor of testifying before this committee that the main purpose
of gold currency is to put certain restraints upon the potential
excesses of inflation, because your money is gauged and measured
by a metal which it is not within the province of man either to in-
crease or decrease at his own choosing, but which nature allots to
the world within a certain definite measure. Its supply does not
vary excessively, taking it over a long range of time, and it has
other qualities making it particularly suitable as a basis for cur-
rency, though I do believe that the fluctuations of its value in rela-
tion to prices, wages, and living costs are a problem which calls for
searching study and, if feasible, for correction. In any event, it is
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beyond our power to increase or decrease, and therefore as long as
we maintain a certain relationship between-

Senator GORE. Do you think the gold standard can be maintained
if countries who control embargoes and control foreign exchange
accept the international free use of gold?

Mr. KAHN. I believe it can be maintained by the United States
and I think it should be so maintained, while at the same time means
should be sought to bring its fluctuations as a measure of value
under better control. There is no scarcity of gold at present. The
total supply of gold in the banks of the world is twice as great as it
was in 1913. 1 can see no reason why the United States should
permit itself to be affected in its own best judgment by the currency
policies of other countries.

Senator GORE. This is a little afield, Mr. Chairman, but it is a
subject in which I am very much interested.

Mr. Morgan was in England at the time England went off the
gold standard, and he said it was an encouraging rather than a dis-
couraging sign.

Mr. KAiHN. I think it was not only an encouraging sign, under
the then prevailing circumstances in England, but it was an abso-
lute necessity, because they had come to the point where the mainte-
nance of the gold standard had become impossible.

Senator KING. So with Japan and the Scandivanian countries,
and more than 17 of the countries of the world.

Senator GORE. Would the same advantages inure to the United
States if it should go off the gold standard?

Mr. KAHN. Those advantages, in my opinion, are liable to a large
extent to prove illusory and even disadvantageous. How serious
the disadvantages will turn out to be the future only can tell. That
will vary in different countries. No one can foretell what is the
degree of abuse of the printing press which would or might occur
when you remove the limitation that you have imposed upon your-
selves 'by making your currency hold a definite relation to a definite
metal. There is nothing of proved reliability then that stands
between you and the use of the printing press for currency. You
must depend mainly, then, upon your own self restraint, the wis-
dom of your people and the power of the government to withstand
popular pressure. Precisely what will be the course of events in the
case of countries who, not by their own choice but because they
could not help themselves, were taken off the gold standard, is
beyond any man's wisdom to foretell. But the fact is that if they
did not have had to get off the gold standard there is no reason
to think that they would have got off.

Senator KING. Is it not a fact that Paul Warburg and some of
you bankers who suffer from the gold mentality, instead of standing
by a gold reserve of 40 per cent have advocated and are advocating
not only a redistribution of gold, but a reduction of the reserves
down to 10 or 20 per cent, on the theory of a managed currency, so
that you would have more paper money without gold reserve than
you would have if you had bimetallism with silver behind your
issue?

Mr. KAHN I do not know what Paul Warburg stands for. I have
never expressed myself in public on the subject except to say, as
I am saying now, that in my opinion the United States is amply
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capable of maintaining the existing gold standard, or any standard
which, in its own discretion, from its own choice, uninfluenced by
any other country, it elects to maintain. Whether that ultimately
be the gold standard just as it is now or any modification thereof,
is not, as I understand, now in question. I feel quite certain that
there is not any doubt whatsoever that the United States is amply
capable of continuing the existing gold standard; and if France
chooses to withdraw all the gold that it now has here, the United
States is still amply capable of maintaining the gold standard.
What it chooses to do thereafter, at its own time and of its own
free choice in making currency conditions-

Senator GORE. How much gold has France here now?
Mr. KAHN.. Roughly speaking, I should say the equivalent of

something in excess of $500,000,00; and I should say she is welcome
to it.

Senator GORE. Do you think the gold standard can be maintained
in a true sense unless it is allowed to flow freely in the settlement
of international balances?

Mr. KAHN. I am entirely convinced that there is no power on
earth that can get the United States off the gold standard by any-
thing which any other nation may do or which all of them combined
may do, except the United States itself, if and when it so chooses.
I can see no reason whatever why the United States should so
choose.

Senator GORE. The gold standard would lose a great many of
its advantages if embargoes were placed on it, and it is not allowed
to flow freely where it is demanded in the settlement of interna-
tional balances. If you isolate the United States and just have a
gold standard here, it is almost as bad as the other situation.

Mr. KAHN. .1 do not see that it would lose any of its essential
advantages to us. It might lose advantages to those who, not by
their own choice, have been driven off it; but there is an immense
advantage to the country which is able to say that it has maintained,
year in and year out. through good and evil times, its record for
monetary integrity. That kind of virtue ultimately finds its reward.
It is the same reward which you get for gainingthe confidence of
the people in whatever line of business you may be engaged in.
Confidence pays. It is a paying asset; and the 'confidence of the
people, our own people and those of the outside world, in the mone-
tary integrity of the United States, in many years to come, will
pay us-by which I do not mean to say. Senators, that there are not
certain things which could and should, vith advantage, be done now,
in this particular emergency, to deal with the extreme deflation which
prevails.

The CHAIRMAN. Mr. Kahn, will you at this point give for the
record your definition of "controlled currency ". I want to know
how far you would go.

Mr. KAHN. My definition of what, Senator?
The CHAIMMAN. Controlled currency. I want to know how far

your thoughts or your beliefs go as to that fornm of circulation.
Mr. KAHN. I had hoped to get some light here as to what "con-

trolled currency" really means.
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The CHAMMAN. I think perhaps there are half a dozen different
opinions as to what controlled currency means, and I wanted you to
put your idea at this time into the record, as to what it really is.

Senator SHoatmnME. What he considers it to be.
Mr. KAHN. Senator, that means explaining something which, so

far as I know, has never been defined accurately by those who have
advocated it-which is one of the reasons why it is easy to advocate
it. I know of no one whose voice has claim to authoritative utter-
ance who has precisely said what he means by it in practical and
feasible application.

The CHARMAN. I was aware of that, and I thought perhaps I
was mistaken on it. I wanted to know whether you had come to
a conclusion as to just what it was.

Mr. KAH.. I have never come come across any responsible per-
sonage *who advocated it who was able or willing to define to me,
in precise words, how it is to be worked, except in the main, by the
old process of setting the printing presses to work whenever and to
the extent that it seemed expedient. I know of nothing more
dangerous. I know of nothing more disastrous in its potentialities
than setting theprinting presses to work for currency purposes.

The CHAIMAN. That would be uncontrolled.
Senator CouzENs. Oh, no.
Mr. KAH.. The people of the United States fought that fight at

the time of the greenback craze, and they have made it plain, beyond
peradventure of doubt, that they do not mean to have a depreciated
and fluctuating currency.

Senator JOHNSON. Is Kuhn, Loeb & Co. a. copartnership or a
corporation I

Mr. KUHN. A copartnership.
Senator JOHNSON. Would you please state for the record the

names of the partners?
Mr. KAHN. I have furnished those in the statement that I sent to

your chairman.
Senator JOHNSON. I had not seen the statement. I did not know

that.
Senator KixO. They are in the record, Senator.
Mr. KAHN. The names are Felix M. Warburg, Otto H. Kahn,

Jerome J. Hanauer. George W. Bovenizer, Lewis L. Strauss, Sir
William Wiseman. John M. Schiff, Gilbert W. Kahn, Frederick M.
Warburg, and Benjamin J. Buttenwieser.

Senator JoHNsoN.. Are any of these gentlemen members of any
other houses that deal in like fashion to Kuhn, Loeb & Co.?

Mr. KAHN. No, sir.
Senator JOHN.sON.. Have you directorates upon various banking

institutions? Are there, among your partners, directors in various
banking institutions?

Mr. KAH.x. Two of my partners are directors in banks. John M.
Schiff is a director in the Chemical Bank & Trust Co. and Felix M.
Warburg is a director in the Manhattan Co. (which owns the Bank
of Manhattan Trust Co.) and in the International Acceptance Bank.

Senator JoHiso.. Any others?
Mr. KAHN. None other.
Senator JoHNSON. What is the Bond Mortgage & Guaranty Co.?
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Mr. KAHN. I beg your pardon. I did not recall that. It is a mort-
gage and guaranty company, as its name indicates, of which Felix
Warburg is still a director, I believe, as he has been for many years.

Senator JoiNsox. You are a director in the Morristown Trust Co.I
Mr. KAHN. No, Senator. For a long time I have not been a di-

rector in that company. I am a director in no bank or trust company.
Senator CONNALLY. Is Felix Warburg a director of the Interna.

tional Acceptance Bank (Inc.)?
Mr. KAHN. The International Acceptance Bank (Inc.) is a sub-

sidiary of the Manhattan Co., which I have'nmentioned.
Senator JoHNsoN. Do the Manhattan and the International Ac-

ceptance Bank deal in securities, too?
Mr. KArts,. The International Acceptance Bank does not. The

Manhattan itself does not. They have an affiliate called the Inter-
national Manhattan Co., which is just. about to go out of business,
as a number of other bank affiliates have gone out of business lately.

Senator Jou.NSoN. You have branch houses outside of New York
City?

Mr. KAHN. No, Senator.
Senator JOHNSON. None at all?
Mr. KAHN. None at all.
Senator JOHNSON. Neither in the Americas nor in Europe?
Mr. KAHN. Nowhere.
Senator JohNsoN. Nowhere at all?
Mr. KAHN. Nowhere.
Senator CONNALLY. May I interrupt you right there? The other

day I believe you said none of your firm had anything to do with the
political organizations.

Mr. KAHN. Yes, Senator.
Senator CONNALLY. Is Mr. Lewis L. Strauss a member of your

firm?
Mr. KAm. Yes.
Senator CONNALLY. Is he the same Mr. Strauss who is- vice treas-

urer of the Republican National Committee?
Mr. KAHN. I did not even know it. He may be, Senator, I do not

know.
Senator CONNALLY. If he is, then you were in error the other day

in making that statement?
Mr. KAHN. Not as I understood the question.
Senator CONNALLY. I understood that. Can you not verify that,

as to whether he is or not?
Mr. KAHN. I do not believe that was my expression, but I can

easily verify whether he is or not.
Senator CON'.NALLY. I do not mean to catch you on your expres-

sion.
Mr. KAHN. While I said the firm or the individuals connected

with it had nothing to do with political organizations--or whatever
may have been my precise expressions-I hope every member of my
firm does his duty as an American voter.

Senator CoNNALLY. To be sure.
Mr. KAHN. Either in the Democratic or the Republican ranks.
Senator CONNALLY. Is he, or not, vice treasurer of the Republican

National Committee?
Mr. KAHN. Frankly, I do not know.
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Senator CONNALLY. Is he the same Mr. Strauss who was private
secretary to Mr. Hoover when he was Food Administrator, during
the World War, in 1917, 1918, and 1919?

Mr. KAHN. Yes.
Senator CONN ALLY. And a member of the American Relief Admin-

istration?
Mr. KAHN. Yes, I believe.
Senator CONNALLY. The Russian relief, and so forth?
M1r. KAHN. Frankly, I do not. know.
Senator CON-NALLY. Chairman of the Joint Distribution Commit-

tee on Russian Relief?
Mr. KAHN. That I do not know. Senator.
Senator JOHNS.-O.%. Do you know whether or not the State Depart-

ment at one time wrote a letter against further German loans?
Mr. KAHN.-. Not to my knodwledge, Senator. If it did, it has not

come to my knowledge, or I fail to recall it. The German loans,
taken all together, are really only a relatively moderate part of
the total loans made by America since 1918. As I figure it, these
total loans are about $10,000,000,000, and as I figure it the German
loans made in America are about. 13 per cent of that-about $1,300,-
000.000. So I do not believe, even if Mr. Parker Gilbert was right,
that the injection into the totality of our loans of $1,300,000,000,
could have been of so vital an effect as some people are apt to think.

Senator GORE. Do you include both long and short term loans
in that?

Mr. KAHN. I include only the long time loans. The short term
loans, I believe to about $600,000,000. roughly speaking.

Senator King. Mr. Kahn, if the papers state-and my recollec-
tion is not very clear-that the loans to Germany, long and short-
and when I say Germany I mean, of course, private institutions,
cities, provinces, and some of the industries-amount to $4,000,000,-
000, would that be excessive?

Mr. KAHN. In my opinion, yes. I am speaking of American loans
to Germany.

Senator King. That is what I am speaking of. Do you know
what the loans are to private corporations and individuals, and
to the industrialists of Germany, made by the United States?

Mr. KAHN. I think all that is included in the total of $1,800,-
1300,000. I think, in addition to that-

Senator KING. There is one other question I wanted to ask you
if I may. In 1920, 1921, 1922, and 1923, particularly in 1922 and
1923, Germany emitted large issues of paper marks, and large
quantities of those marks were unloaded upon the American pub-
lic. I was wondering if any of the banks, to your knowledge, were
instrumental in unloading those marks upon the American public.

Mr. KAHN. So far as I know, none of them were. If I may say
so, Senator, is it not rather a reflection upon the mental capacity
of the American people to speak of " unloading" in this connection?
A great many people in numerous countries at that time believed
that the mark ultimately would be all right: and without any
agitation on the part of anybody, of their own volition and as a
result of their own judgment, a great many of them bought marks.

Senator KiNG. I know that.'
Mr. KAHN. But I do not believe anybody "unloaded."
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Senator Ki.o. Strike out the word "unloaded" if that does not
express the - jew to you, to meet your understanding; did any of
the banks beome the conduit by which those marks, whether they
were bad or whether they were good, were sold to the American
public?

Mr. KAHN. To the best of my knowledge, no.
Senator Kio. Do you know how many marks, during all periods

after the war, were sold to the American public, to the banks, or
to individuals?

Mr. KAHN. I do not know, Senator.
Senator KING. You know that large quantities were disposed of

in the United States.
Mr. KAH.-. Yes.
Senator KiNo. And that it was reported in the papers that Ger-

many had obtained, by the sale of those marks, considerably more
than $1,000,000.000 from the United States, and more than $1,000 -
000,000 dollars from France, Great Britain, Holland, Switzerland
and some of the Scandinavian states? When I say "v Germany," f
mean, of course, the banks and the people, the government, and
the provinces.

Mr. KAHN. I could not give you a competent answer to that,
Senator, without attempting to make an investigation from sources
that may be available in Germany. I suppose it would only be
known in Germany itself.

Senator KINm. It was generally known, was it not, so as to become,
really, a matter that was accepted as a fact, that Germany did
obtain from various countries a large amount of money by the sale
of marks to those countries?

Mr. KAHN. Yes.
Senator KINo. And those marks afterwards, of course, were en-

tirely repudiated?
Mr. KAHN. They were entirely repudiated, or practically so.
Senator SHORTRiDOE. Were they, Senator, repudiated by govern-

mental action?
Senator KING. Yes.
Senator SHORTRDGm. I merely wanted it for the record.
Senator KING. They were repudiated by goveImental action,

and the rentenmark was issued after the reorganization.
Mr. KAHN. They called it by the euphonious name of "revaloriza .

tion," instead of ' repudiation." They were "revalorized by gv-
ernmental action.

Senator GoRE. Can you tell us where we can find out to what
extent money borrowed in the United States by Germany was used
to pay reparations to France, either directly or by substituting and
releasing other money for such payments?

Mr. KAHN. Of course, this question enters into the field to which
Senator Couzens has very correctly called attention, namely, that
no one can say to what extent money that goes into the pockets of a
government finds itself in its waistcoat pocket, its trousers pocket,
or its hip pocket, or what precisely it does with any particular
portion of that money.

Senator GonE. We constantly see the statement-I saw it yester-
day-that Germany borrowed money from the United States to

II
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make her reparations payments. I do not know whether it is the
truth or not, and I do not know how to find out whether it is true
or jot, if there is any way.

Mr. KAHN. I do not believe, Senator, that even Germany would
know that, because a government can not earmark money which it
has and spends out of its total resources. There is no doubt that if
Germany had not been able to borrow money it would have been
unable, long since, to pay reparations, and therefore, to that extent,
it is a generally correct statement to say that out of the money
which Germany borrowed it did pay reparations. On the other
hand, Germany could probably prove, by its statistics and figures,
that all the money it borrowed was spent for social purposes, for
erecting workingmen's dwellings, for creating opportunities to
make life, which was difficult enough, more bearable for the masses
of the people, for the dole, for artistic, cultural, and other efforts,
which benefited the German people, for reconstructing, as they did
to a very large extent, factories, and so forth. I think Germany
by a clever statistician, could prove that not one dollar of borrowed
money has been spent for reparations. I am equally sure that the
reverse can be proved.

Senator GORE. I understand the technical difficulties. If a revo-
lution should come in Germany and it should be followed by repudi-
ation of these debts, Germany has the improvements and we have
the bonds.

The CHAIMAN. If there are no other questions to be asked the
witness, he may be excused. We thank you. Mr. Kahn.

Senator JOHNsON. Wait a moment. Mr. Chairman. I have many
questions, and particularly concerning the statement that Mr. Kahn
has. He might put it in the record. I have not had the opportunity
to look at it yet. You are going to adjourn until 2 o'clock, are. you
not?

The CHAIRMAN. Yes.
Senator JOHNSON. Very well. I shall not take very long with

him then, but there are quite a few questions I desire to ask then.
The CHAIRMAN. You will return at 2 o'clock, then. Mr. Kahn.
(Whereupon, at 11.50 o'clock a. m., the committee recessed until

2 o'clock p. m.)
AFTER RECESS

The committee resumed at 2 o'clock p. m. at the expiration of the
recess.

The CHAIRMAN. If the committee will come to order we will
proceed with our hearing. Mr. Kahn, understood that that you
wanted to make a further statement before concluding your testi-
molly.

Mr. KAHN. Yes, if you will permit.

TESTIMONY OF OTTO H. KAHN, A MEMBER OF KUHN, LOEB & 00,
NEW YORK, N. Y.-Resumed

Mr. KAHN. Unless Senator Johnson or any other Senators wish
to ask further questions, I will proceed, as there are a very few
things I should like to clear up.
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Senator JOHNsON*. Would you rather leave that to the end of your
testimony?

Mr. KAHN. Yes.
Senator JoHn.so:%-. Do you know anything about Canadian loans

made in this country?
Mr. KAHN. Yes; in a general way.
Senator ,iM,. Were you interested in then or in any of

them?
Mr. KAiiN. The only ones, Senator Johnson, in which we were

interested were loans made to certain Canadian Provinces, to the
Provinces of Ontario and Alberta.

Senator IJOUNSON. Will you tell us about those, please?
Mr. KAHN. The loan to the Province of Ontario, $20,000,000.

20-year, 5 per cent gold loan. That was bought at 97.67 and the
price to the public was 991/4, leaving a spread of 1.58 per cent.

The next one was in 1926, a loan of $6,000,000 to the Province of
Alberta, 30-year, 41/2 per cent gold debentures, due in 1956. The
purchase price was 923/,4 and it was sold to the public at 941/2, the
spread being 134 per cent.

Senator JoH-.NsoN. Are those the only Canadian loans in which
you have participated?

Mr. KAHN. Yes, sir.
Senator JOHNSON. Are you familiar at all with other Canadian

loans that have been made?
Mr. KAHN. Only in a general way. We were not in any of

the other syndicates.
Senator JOHNSON. Do you know who made them?
Mr. KAHN. Various concerns made them. I think, Dillon, Read

& Co. made some of them, if I recall correctly; and J. P. Morgan &
Co. made some of them. And I believe the National City Co.
made some. I do not recall exactly who made them.

Senator JOHNSON. Do you recall whether the Pittsburgh banks
made any of them?

Mr. KAHN. I do not.
Senator JOHNSON. You have no recollection of them at all?
Mr. KAHN. No.
Senator JOHNSON. Do you know anything about loans that were

made to Cuba ?
Mr. KAHN. Yes, Senator Johnson; in some of them we partici-

pated. I have on this list of mine two loans made to the Republic
of Cuba, one of them in 1927, 51/2 per cent, due in 1928 to 1937,
a serial loan, $9,000,000. The price paid was 100, and the price
sold to the public was 10/s. This loan was made under the leader-
ship of J. P. Morgan & Co., but we participated in it, I mean in
the originating group. I might mention that in regard to that
loan $3,600,000 has been retired.

The next loan in which we participated likewise that was made to
'the Republic of Cuba, under the leadership of J. P. Morgan & Co.,
but we being members of the originating group, was an external
loan, 30-year, sinking fund, 51/2 per cent gold bonds, due in 1953.
The amount was $50,000,000. The purchase price was 96.77. The
issue price to the public was 9914, leaving a spread of slightly less
than '212 per cent. $23,000,000 of that loan has been retired.
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Senator JOHNSON. Did you participate in any loans made to any
sugar corporations in Cuba?

Mr.KAHN. No, sir; we did not.
Senator JoHNSoN. You had nothing to do with them?
Mr. KAHN. No, sir.
Senator JOiNiSON. And I assume that you know nothing about

them.
Mr. KAHN. NO, sir.
Senator JOiiNSON. Will you state whether or not any proceeds of

bond issues that you have referred to, or of security issues to which
you have adverted, were left on deposit with the banking house
or with those who dealt with the loans?

Mr. KAH.,. That varies.
Senator JOHN.sON. Oftentimes it is the case, is it not?
Mr. KAHN. Sometimes it is the case, according to the convenience

of the borrower.
Senator JOHNSON. Does that make an indirect profit to the house

that is dealing with the proposition?
Mr. KAHN. Well, if that house judges the market correctly and

is able to loan out the money on deposit with it at a better rate than
that which it has agreed to pay to the depositor, naturally it makes
a profit.

Senator JOHNSON. Would you ssy that that means a considerable
sum?

Mr. KAHN. The amount deposited might mean a considerable
sum. The percentage of profit could be only a quite moderate one.

Senator JOHNSON. Well, that is comparative and relative.
Mr. KAHN. I will admit that it is relative.
Senator JOHNSON. Speaking from the standpoint of the debtor

class it would be one thing, and speaking from the standpoint of
the banking fraternity it would be quite another perhaps.

Mr. KAH.N. I think we can to a certain extent agree on the amount
of profit; if it would be one-half of 1 per cent per annum it would
be a moderate profit.

Senator JOHNSON. In the matter of loans that you have made in
the fashion you have indicated, has a very considerable sum of
money been left on deposit with you?

Mr. KAHN. A very considerable sum, hardly, but again that is
relative. We are not a house of deposit in the general sense. On
the other hand, if some of our clients have money left over which
they desire us to administer for them, as a depositary for the time
being or for a specified length of time, of course we do it. But we
do not look upon that primarily as a source of revenue. It is more
or less a service we are rendering because of our connection with
them, but we are not generally looking for deposits, and we are
not a bank of deposit in the general sense of the word.

Senator JOHNSON. That often happens with various institutions
that float loans, does it not?

Mr. KAHN. It would happen if a loan is floated and the institu-
tion for which we float it should say: We have no use for that money
until say the first of next July. Will you keep it for three month's
and give us the best rate of interest you can? In which case we
say, yes; we will gladly do so. But it does not amount to sums of
great significance. In'our case, it is rather unusual than usual.

I
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Senator JOHNSON. Might that be said of any sums left with you
on any loans?

Mr. KAHN. My description of the size, do you mean?
Senator JOHNsoN. Yes. Very considerable portion, according to

the information that has been given me, are left with those by whom
loans are floated.

Mr. KAHN. It would depend entirely upon the requirements of
the corporation, government, or municipality that was borrowing
the money. In some cases they want the money even before it is
subscribed or paid for by the public. In other cases it suits them
better to leave it for a certain length of time. That situation varies,
and it is a matter of their own convenience.

Senator JOHINSON. Is a charge made at any time by any institu-
tions you are familiar with acting as fiscal agents?

Mr. KAHN. We are not fiscal agents for any government, except
to the extent of cashing coupons in a few instances, and of paying
off the principal, when due, in a few instances. For that service a
small charge is made.

Senator JOHNSON. You are familiar with the fact that a charge
has been made, or is made, that it is not uncommon, for acting as
fiscal agent, are you not?

Mr. KAHN. The practice of being formally designated as fiscal
agent is not so much in vogue nowadays.

Senator JOHNSON. Well, I will change the characterization if you
desire.

Mr. KAHN. But in the matter of paying coupons when due, and
paying off principal when due, that does usually involve a small
charge.

Senator JOHNSON. Exactly what I am driving at is this: There is
the profit that the house makes that sells a security, first of all.
You may call it the spread. I think that is the characterization
used by the house of Morgan, that it is a spread rather than a profit.
I am not quarreling with the terminology in the slightest degree
because that is a matter of computation, I think of accurate compu.
tation. In addition to that there is an indirect profit made out of
money that sometimes is held.

Mr. KAHN. Yes.
Senator JOHNSON. And in addition to that there is an indirect

profit that is made as fiscal agent at times as well.
Mr. KAHN. For services rendered from time to time, hut that has

nothing to do with the original issue.
Senator JOHNSON. I realize that. While it has nothing to do

with the original issue, yet out of the issue comes the particular
profit that I have referred to.

Mr. KAHN. Out of that connection there may come a continuing
service, and that is compensated for in some way.

Senator JOHNSON. Those things are looked forward to, I pre.
sume, as not only appropriate but as valuable things for the partic-
ular house to have, are they not?

Mr. KAHN. Valuable, to use your own words, is a very relative
term.

Senator JOHNSON. But valuable, either relatively or otherwise, that
is correct, is it not?

Mr. KAHN. Yes.
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Senator JOHNSON. Now, do you know how much short-time loans'
of Germany are outstanding at the present timeI

Mr. KAHN. I should say, roughly, $600,000,000.
Senator JOHNSON. Where are those short-time loans held?
Mr. KAHN. They are held as far as . am aware and of course I am

not speaking of my own positive knowledge, mainly by banks and
trust companies more or less throughout the country.

Senator JOHNsoN. When you speak of $600,000,000 of short-time
loans that are held, you mean $600,000,000 held in this country?

Mr. KAHN. Yes.
Senator JOHNSON. There is a vast sum held by other countries

as well?
Mr. KAHN. Yes, and relatively-I mean in proportion to their

resources-a larger sum is held by other countries than by America.
Senator JOHNSON. $600,000,000 of short-time loans of Germany

are held in this country.
Mr. KAHN. Yes, in my judgment. I have not the exact figures.
Senator JOHNSON. And those are held by the banks?
Mr. KAHN. Mainly by banks and trust companies.
Senator JOHNSON. They are held mainly by what banks and trust

companies?
Mr. KAHN. I could not give you the precise percentage or the

precise amounts in each instance.
Senator JOHNSON. I did not expect that, Mr. Kahn, but are they

held principally in New York City? %
Mr. KAHN. Again I do not wish to give this committee anything

that I do not know about of my own knowledge. I know that a
certain percentage, and naturally a considerable percentage, is held
in New York City.

Senator JOHNSON. Your very knowledge of the situation would
demonstrate to you, wouldn't it, that the majority of the short-time
credits are held in New York City?

Mr. KAHN. I am not prepared to say that the majority is but it
may be so. I do not like to guess, Senator Johnson, in my responses
to questions.

Senator JOHNSON. Do you know by what banks or houses these
short-time credits are held?

Mr. KAHN. Again I do not know, and I question whether it would
be proper for me to give you an answer which is not based upon
knowledge on my part.

Senator JOHNSON. I do not wish anything that is not fairly within
your knowledge. But isn't it a matter that is fairly within your
knowledge where the short-time credits are held; I mean in lNew
York City, and by whom?

Mr. KAHN. As to some of them I would know, and as to others
again I wou!d not know. But I think I could say in a general way
that as compared to the undivided profits surplus, capital, and other
assets of the banks, the total of the German open credits would not
be an exorbitant amount. I am comparing it to the total sums which
they have at their disposal, and it would not give any cause whatso.
ever for concern.

Senator CoUzENs. Mr. Kahn. that was not what Senator Johnson
asked for.

92928-32-PT 2-6
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Senator JeHNsoN. No; I am not talking about any concern. I am
not assuming that there is any matter of concern so far as the sol.
vency of any institution is concerned.

Mr. KAHN. I fully agree with you.
Senator JoHiNsoN. I did not ask you about that. But I do want

to know, if it he possible to find out, where the bulk of these short.
time credits are; whether they are held in New York City.

Mr. KAHN. I could mention a few names, but I could not guar-
antee that they would be complete or anywhere near complete. How-
ever, I understand that the Federal Reserve Bank in New York
City has the precise figures and the precise names of the institutiop-
that hold those advances.

Senator JOH NSON. Do you mean short-time credits?
Mr. KAHN. Yes, sir; and I feel sure that the Federal reserve bank

could give you that information accurately and quickly.
Senator JOHNSON. Well, give the names of three or four insti-

tutions that hold relatively large sums of short-time credits in New
York City.

Mr. KAHN. To the best of my knowledge, even though I am not
a director and have had no occasion to examine their portfolios,
the Chase National Bank and-

Senator JOHNSON (interposing). Is the Chase National Bank the
institution with which Mr. Alfred Wiggin is connected?

Mr. KAHN. Yes, sir.
Senator JOHNSON. What other institutions?
Mr. KAHN. Well, the National City Bank.
Senator JoHNSoN. Yes?
Mr. KAHN. Also, I might mention as among those holding lesser

amounts of such short-term credits, the Chemical Nationa[ Bank,
and-

Senator JOHNSON (interposing). With whom is the Chemical Na-
tional Bank affiliated, if at all; I mean as to any large houses there
are in New York City?

Mr. KAHN. I think all our banks pride themselves upon their inde-
pendence, and the days when it was possible for any one bank or
trust company to be designated as so and so's bank or so and so's
trust company, are gone. They have grown too big, and their capital
is much too large, and their stockholders much too diversified for
anything of that kind. These banks to which you refer in New York
Cit alone have probably from 250,000 to 300,000 stockholders.

Senator JOHNSON. Yes; I know.
Mr. KAHN. There is no longer any such thing as may have been

referred to in past investigations as certain banks being the more
or less exclusive affiliation of one group and other banks of another
group.

Senator JOHNSON. Is there any member of your house a director
in the Chemical National Bank?

Mr. KAHN. Yes.
Senator JoHNsoN. Who?
Mr. KAHN. John Schiff.
Senator JOHNsON. Is there any member of the house of Morgan

a director in the Chemical National Bank?
Mr. KAHN. No, sir.
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Senator JoHNsoN. Or any member of the National City?
Mr. KAHN. No, sir.
Senator JoHN-soN.. But Mr. Schiff of your house is a director in

the Chemical National Bank?
Mr. KAHN. Yes, sir.
Senator JoH.soN. Is there any other member of your house a

director in the Chemical National Bank?
Mr. KAHN. No, sir. By the way, my attention is called to the

fact that the correct name of that concern is the Chemical Bank
Trust Co.

Senator JOHNSON. Now, as to the these short time credits that we
have referred to and of which there are $600,000,000 in this country
from Germany, they run for about what length of time, please?

Mr. KAHN . That would be guessing, and I can only suggest again
that if you want the exact facts I feel sure in twenty-four hours you
could have them positively. I hesitate to try to give any of it to
you by way of guessing.

Senator JOHNSON. Would you furnish that information exactly?
Mr. KAHN. I could not furnish you with that information, but

the Federal reserve bank in New York City could no doubt give it
to .ou.senator COUZENS. Why not get that data, Senator Johnson, from

the Federal reserve bank in New York City?
Senator JOHNSo.N,. We will try to do so. I will say that I wrote

to the Comptroller of the Currency, and he sent me his report. How-
ever, that does not cover what I want. I have not gotten it from
the Federal Reserve Bank of New York City.

Senator COUZENS. Let us call them down here.
Senator JOHNSON. I do not criticize the Comptroller of the Cur-

rency at all for not answering my question. But the information
I received from the Comptroller of the Currency upon the subject
was the report that he made as to the investments of national banks
as of September 29, 1931. You are quite right, Senator Couzens,
that we can likely get that by calling on the Federal Reserve Bank
of New York City.

Mr. KAHN. I can not state, of course, to what extent, if any, the
Federal Reserve Bank in New York City would hold that informa-
tion as being confidential.

Senator JOHN.SON. Permit me, please, Mr. Kahn, to suggest that
you do not concern yourself with that matter, because if it is confi-
dential we won't be able to get it, and if it is not confidential we will.
So do not trouble yourself with whether somebody in New York
City shall consider that it may or may not be confidential so far as
that is concerned. Now, we had the Chase National Bank, the
National City Bank. They were two that you named that hold short
time credits. And the Chemical National Bank. What other banks
or trust companies?

Mr. KAHN. The Guaranty Trust Co.
Senator JOHNSON. Is there any representative of your house upon

the board of directors of the Guaranty Trust Co.?
Mr. KAHN. No, sir..
Senator JOHNSON. Is there any representative of the house of

Morgan on the board of directors of the Guaranty Trust Co.?

I
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Mr. KAHN. I believe so.
Senator JoiiHNsoN. Who, if you please?
Mr. KAHN. I do not know what particular member of J. P..

Morgan & Co. is on that board.
Senator JoHNsoN. Could you give me the name of any other

institution that holds these short-time credits?
Mr. KAHN. I should say that pretty nearly every important bank

in New York would have some participation in these short-time
credits. I think I might take a list of all the principal banks there
and myu would find there would be very few if any of them that
are not in the list.

Senator JoiNsoN. Mr. Kahn, you realize that the subject matter
of controversy abroad at the present time is as to whether or not
these short-time credits shall be first paid or the governmental
obligations shall be first paid, do you not?

Ir. KAHN. May I answer that question by reading a very brief
statement, only a page and a half, which I prepared in view of the
fact that-

Senator JOHNSON (interposing). I have no desire to do otherwise
than let you answer as you see fit.

Mr. KAHN. I should like to read it so as to get a correct presenta-
tion of the matter, because the last time I started to answer a ques-
tion propounded by you on this subject, proctically at the same itme
Senaor Reed of Pennsylvania asked a question, and I do not be-
lieve I made myself quite plain, as the two questions created a cross
current that rather broke in on my trend of though. I should like
to have the opportunity to state correctly what I meant to answer.

Senator JOHNSON. In respect to what question?
Mr. KAHN. In respect to this very question you have asked.
Senator JOHNsoN. The one I asked just a moment ago?
Mr. KAHN. Yes, sir; and I will say that I anticipated that question..
Senator JOHNSON. All right.
Mr. KAHN. This is my statement: With your permission I should

like to say a few words on the question usked me at the last hearing
before your honorable committee (as to which my testimony was not
completed) as to the relative position of German debts due to cor-
porations or private citizens in the United States as compared to.
the debts due to the American Government on the part of foreign
nations.

The elements entering into this question are threefold and separate:
1. Germany owes war reparations to European governments,

which, rightly or wrongly, the overwhelming majority of her people,
look upon as unjust and oppressive, especially when considered in
connection with certain provisions of the treaty of Versailles, and.
as imposed upon her under duress, and which they feel she ought not
to be called upon to pay and believe she can not pay.

2. Germany also owes debts incurred by her government, by indi-
vidual states, municipalities, corporations, firms, and individuals,.
which debts are held by corporations, firms, and individuals in
foreign countries. The great majority of her people feel that such
debts ought to be paid, as they realize that, for her commercial honor,.
for regaining prosperity, for the functioning of her economic ma-
chinery( inclu ing the ability to pay taxes for the necessary support,
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-of her government), and for her world trade, the restoration of
her business credit among the nations and confidence in her integrity
in respect of obligations voluntarily entered into are indispensable

,essentials.
3. The allied nations owe to the United States certaiii amounts,

repayable in instalments, as arrived at by settlement made several
years after the termination of the war and based upon "capacity to
pay.")

As far as I am awaie, this country has not been called upon thus
far for a choice as to the relative position of German debts due to
American corporations or private citizens, and debts due to the
American Government on the part of European governments to
whom we advanced funds during and after the war.

If and when that alternative does confront us, and, if and when we
know the precise form which it will take, I shall then be quite pre-
pared to express my personal opinion on the subject before your
honorable committee, if so desired.

Meanwhile, I ask very respectfully to be excused from replying
-categorically to a question which is now hypothetical and may remain
-SO.

Senator JoHNsON. With all due deference, Mr. Kahn, I do not
think that has anything to do with the question I asked. The ques-
tion I asked was: Whether or not you were aware that the con-
troversy now existing in Europe among those who were investigat-
ing Germany's capacity to pay and what should be done, was as to
whether short-time credits should be paid first; that is, whether
private obligations should be paid first, or whether governmental
-obligations should be paid first. That is the controversy that is
-existing abroad at this time, is it not I

Mr. KAHN. I am not sure that is so, Senator Johnson. I know that
we have heard a great deal about it in reading the newspapers but
I am not sure it is a fact that that controversy does exist. And with
all due respect I should rather know whethei it exists, and whether
and in what way it will confront us if it ever does confront us, before
I attempt to make any answer.

Senator JOHNSON. All right.
Senator COUZENS. Mr. Kahn, will you define who the makers of

those short-time securities are?
Mr. KiHN. The makers of short-time securities?
Senator CovzPNs. Yes.
Mr. KAHI.N. German industrial corporations, and German firms of

various kinds, and German banks to a large extent.
Senator CouzENS. Well, then, as a matter of fact there is no dif-

ference between those obligations and the obligations of the Govern-
nent. Is that a fact?

Mr. KAHN. Pardon me, I did not quite catch that question.
Senator CouzEN -s. Isn't it true that we often have a conflict in our

own minds, and that the American public have a conflict in their
minds of the difference between governmental loans or debts and
private obligations?

Mr. KAHN. Yes.
Senator JOHNSON. And you don't care to answer that question until

you are more fully advised?
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Mr. KAHN. Until I know precisely what confronts us. I know
there are a lot of rumors, but they are very indefinite.

The CHAIRMAN. What is your judgment as to the private debts?
Are they as secure as the national debts, and would you consider those
private debts as good collateral for a bank as a Government debt?

Mr. KAHN. I was asked a somewhat similar question this morn-
ing, and I took refuge behind my firm's conservatism. I should like
again to take such refuge.

The CHAIMAN. All right.
Senator SIORTmIGE. Mr. Kahn, can not you express an opinion

without embarrassment?
Mr. KAHN. I do not believe it is possible to express an opinion on

a question of that nature, in a general way, without some embarass-
ment, or at least an opinion that would be worth anything.

Senator JOHNSON. Mr. Kahn, will you state what loan it was f rom
Chile that you floated in this country?

Mr. KAHN. Yes. It was a series of loans of the Mortgage Bank
of Chile: Guaranteed sinking fund $20,000,000, 61/2 per cent gold
bonds firsW. Followed by another loan of 6/4 per cent sinking fund
gold bonds of $20,000,000. Followed by another loan of 5-year 6
per cent notes of $10.000.000. Another' loan of sinking funal gold
bonds 6 per cent, $20,000.000. Another loan of guaranteed sinking
fund 6 per cent gold bonds of $20,000,000. The total being $90.000,-
000, all having been issued between the years 1925 and 1929.

Senator COUZENS. And are they all in default?
Mr. KAHN. They are all the same series of loans. They are all

loans of the Mortgage Bank of Chile unconditionally guaranteed by
endorsement by thie Republic of Chije as to principal, interest, and
sinking fund. And I might add that Chile for over 70 years has had
a record of no loan being overdue and no sinking fund overdue.

Senator COUZENS. But they are all in default now.
Mr. KAHN. Yes, sir.
Senator COUZENs. As to interest only, or as to both principal and

interest?
Mr. KAHN. Both principal and interest and sinking fund. In

other words they are in complete default.
Senator JOHNSON. What were they sold for?
Mr. KAHN. For the first loan we paid 93 per cent and sold them

for 97% per cent, the spread being 4% per cent.
Senator JOHNSON. Now, in the beginning who were the ones inter-

ested-
Mr. KAHN (continuing). I might mention, Senator Johnson. that

in the case of these loans the Guaranty Trust Co. was our partner.
Senator JOHNSON. Just the two of you?
Mr. KAHN. The Guaranty Trust Co. were our original partner,

and then we formed an underwriting group and a participating
group.

Senator JOHNSON. Let us follow that out: You and the Guaranty
Trust Co. first undertook to float the Mortgage Bank of Chile 612,
being a 1925-1937 loan.

Mr. KAHN. A 1925-1957 loan. Yes, sir.
Senator JOHNSON. That was a $20,000,000 loan.
Mr. KAHN. Yes, sir. a
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Senator Jonxsox. You undertook to take that at 93, did you say?
You were to take them at 93?

Mr. KAuN. We paid 93.
Senator JOHNSON. Now, then, you formed, that is, the Guaranty

Trust Co. and Kuhn, Loeb & Co. formed a syndicate or second
-.rganization for the purpose of disposing of those bonds?

Mr. KAHN. Yes.
Senator JOHNSON. Who were in that second organization?
Mr. KAHN. I have not the precise names here but will be glad

to furnish them.
Senator JOHNsoN. Well, about how many of them were there?
Mr. KAHiN. Probably 30 or 40. No, my associate says there were

probably more than 100 in the underwriting group.
Senator JoHNSON. In the group you mean that you immediately

formed e
Mr. KAHN. Yes, sir.
Senator JOHNSON. And did you transfer to that underwriting

group the mortgage bonds for a specific sum?
Mr. KAHN. Yes.
Senator JOHNSON. For what sum?
Mr. KAHN. The spread between the sum paid and the sum at

which the underwriting group participated was 11/2 per cent, in
which originating group again others participated.

Senator JOHNSON. First now as to the originating group: You
have told me they were Kuhn, Loeb & Co. and the Guaranty Trust
Co.?

Mr. KAHN. Yes, sir; and there may have been, although I have
no precise names with me, a few others in the originating group.

Senator JOHNSON. Can your associate tell you who they were?
You have told me once that there were only two in the originating
group, being Kuhn, Loeb & Co. and the Guaranty Trust Co. Can
he say whether there were any others in that group ?

Mr. KAHN. Neither he nor I have the exact names, but there
may have been, and there were one or two more in the originating
group he thinks.

Senator JOHNSON. But you can not recall them.
Mr. KAHN. No, not precisely.
Senator JOHNSON. You have said that they were taken at 93 and

then transferred to the next group at 941/2.
Mr. KAHN. Yes, sir.
Senator JOHNsON. And the next group was cofipQsed of how

many?
Mr. KAHN. The next group being the underwriting group that

you refer to, do you?
Senator JoHNsoN. I don't know. I am taking then as they were

given to me.
Mr. KAHN. There were tree groups.
Senator JOHNSON. Here are two groups to begin with and we are

agreed on that. The Guaranty Trust Co. and Kuhn, Loeb & Co.
took them at 93.

Mr. KAHN. Yes, sir.
Senator JOHNSON. Now, they were transferred to somebody at941/2.
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Mr. KAHN. To the so-called underwriting syndicate they were
transferred at 941/2. That coirsisted of more than 100 firms.

Senator JOHNSON. And that underwriting syndicate transferred
them to somebody else, didn't they?

Mr. KAHN. That underwriting syndicate then did not transfer,
bat offered the bonds which they had underwritten to the distribut.
ing syndicate, and the distributing syndicate receive the commission
of 13/4 per cent.

Senator JoH-NsoN. Now, let us get our figures right: 93, 941/2, and
then 13/4 more.

Mr. KAHN. It is 973/g.
Senator JOHNSON. Which would be 961./4 as I make it.
Mr. KAHN. The first group had 11/2> per cent, and the second group

had 11/ per cent, and the third group had 13/4 per cent. That means
the difference between 93 and 97%.

Senator JOHNSON. Then they sent them to the ultimate distribu-
tors who sold them for 100.

Mr. KAHN. Oh, no. The ultimate distributing group sold them
to the public not at 100 but at 97% net. The compensation of 13/4
per cent, which that group received, was included in that public
offering price of 97% per cent, or, in other words, it came off that
price.

Senator JoHNsoN. They received 13/4 per cent?
Mr. KAHN. As a commission: yes.
Senator JOHNSON. And in all Of these percentages the originating

houses of course participated.
Mr. KAHN. NO, sir. The originating group's compensation would

be in the first commission; that is, in the originating commission.
Senator JOHNSON. In the 12 per cent.
Mr. KAHN. Yes. Thp members of the originating group would

ulso be free to share in the underwriting group's commission in pre.
cise proportion--and no more--to the amount in which they share
in the risks and obligations undertaken by the members of the
underwriting group. But the originating group would not partici-
pate ordinarily in the distributors ' commission, which usually is
the main commission, because, as a group, it would not have dis.
tributing facilities.

Senator JOHNsO'. But the distributing group you have not
reached as yetI

Mr. KAHN. Oh, yes.
Senator JOHNSON. You start out with the originating group?
Mr. KAHN. Yes.
Senator JOHNSON. That is your first group. And then you have

your second group?
Mr. KAHN. Yes.
Senator JOHiNSON. And in the percentages of these three the origin-

ating group participates, doesn't it?
M-r.KAHN. May I try to make it plain in my own language?
Senator JOHNSON. Certainly.
Mr. KAHN. There is first the originating group consisting of Kuhn,

Loeb & Co. and the Guaranty Trust Co. and one or two other inti-
mate friends, who got the bonds at 93, which is the price that we
paid to the Chilean bank. For our risk, for our negotiations in the
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matter, and for our standing in the breech until the underwriting
group is formed, we-that is, the originating group-received a com-
mission of 1% per cent. Therefore, the underwriting group receives
the bonds at 941/ ,.

Senator CoUzENs. The point that Senator Johnson is trying to
make is this: Did you participate in the difference there?

Mr. KAHN. We would not except to the extent that it may be
expedient or necessary for us to join in the obligation of the second
group.

Senator Couzens. That is what Senator Johnson is trying tn find
out. Was it necessary in this instance for you to participate with
the second group?

Mr. KAHN. I can not recall, but I could very easily find out
whether we participated in the second group or not.

Senator Joii.NsoN. When you got rid of the securities to the second
group, did your responsibility and your service end?

Mr. KAHN. Our responsibility and our service do not end until
the bonds are distributed and the money is paid over to our client.

Senator JOHNSON. Exactly.
Mr. KAHN. And we are responsible for the solvency of each mem-

ber of the underwriting group, and we are responsible for the sol-
vency of every distributor, until we pay the money to the Govern-
ment concerned or to the corporation concerned.

Senator JOHNsOx. In going through these separate stages there
were certain percentages allowed or charged and I assume you
participated in them.

Mr. KAHN. We share in the first; that is, the originating stage.
If it is expedient or necessary, we also participate in the second
stage-that is, the underwriting group-as I have tried to explain.

Senator JoHNsON. Well, was it necessary in the case of the Chilean
mortgage bonds I

Mr. KAHN. I can not tell you without looking it up.
Senator JOHNSON. Very well.
Mr. KAHN. But I want to make it plain that there were really

only two syndicate stages, namely, the stage of the originating group
which received 11/ per cent, and there it ended. After that this
underwriting group sends perhaps a thousand telegrams, or rather
we sent them as managers in its behalf, to various distributors
throughout the country, some of them banks, but the most of them
not banks, some of them people who make a somewhat precarious
living selling bonds at retail, sometimes in good times and sometimes
in bad times, and those distributors received 13 per cent. There is
no one else who received anything. Amongst these distributors we
do not figure generally, as we are not a distributing organization.
There were three commissions altogether which aggregated 4% per
cent. That percentage is the total margin or spread between the
price which the wholesaler contracts to pay and the price at which
the retailer or distributor sells to the public.

Senator JOHnSoN. Without pursuing the subject any further, I
will ask: You do not know whether you participated in any of these
percentages or not?

Mr. KAHN. I know, as I stated this morning, that the total of our
gross profits from all percentages or stages in all these loans covering
12 years is slightly more than one-half of 1 per cent.
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Senator JOHNsON. That does not answer my question at all. If
you do not know, I do not wish to prolong the-discussion or ask you
any further questions. If you do not know whether you participated
in all three percentages, that ends it.

Mr. KAHN. I know that we do not generally participate in the
last percentage, because we are not a distributing house, though it
happens sometimes that we are in a position to sell to a few special
clients.

Senator JoHNson. Do you know that you participated in two
percentages?

Mr. KAHN. I do not know offhand in what instances we partici.
pated in the underwriting commission. It would depend upon the
circumstances.

Senator JOHNsoN. Were those mortgage bonds of Chile bonds that
were listed upon the stock exchange?

Mr. KAHN. Yes, sir.
Senator JOHNSON. And are they so listed now?
Mr. KAHN. They are now.
Senator JOH.NsON. What are they worth now?
Mr. KAHN. They are listed now at from 10 to 20 per cent.
Senator JOHNSON. We will take the second issue of mortgage bonds

of Chile 61/2 per cent, 1926-1961?
Mr. KAHN. They were purchased at 95% and were sold at 991/4

per cent, the spread being 3% per cent.
Senator JOHNSON. And I presume the same process was followed

as you have shown in relation to the first issue?
Mr. KAHN. Except the division of the compensation was a some-

what different one. The originating group and the underwriting
group were merged into one and received together 1% per cent,
and the distributors received 214 per cent.

Senator JOHNSON. And the originating group consisted of whom?
Mr. KAHN. The originating group consisted of the same group

as before. That is, the Guaranty Trust Co., and ourselves, and one
or two others whose names I do not recall.

Senator JOHNSON. Is that issue listed on the stock exchange now?
Mr. KAHN. Yes, sir.
Senator JOHNSON. What are they quoted at at the present time?
Mr. KAHN. Those five loans are quoted at from 10 to 20 per cent.
Senator JOHNSON. Now, take the third one, the Mortgage Bank of

Chile, 6 per cent, 1926-1931?
Mr. KAHN. We purchased them at 951/. per cent and sold them to

the public at 9834 per cent, the margin or gross spread being 314
per cent.

Senator JOH.SON. They are already due and defaulted, as I
understand?

Mr. KAHN. They are due and defaulted; yes.
The ChAIRM..%AN. You say they are quoted at from 10 to 20 per

cent. Is that the percentage of the face value of the bonds?
Mr. KAHN. Yes.
The CHAIRMAN. In other words, a $100 bond is worth $0 or $20

as the case may be.

'II[
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Mr. KAHN. Yes, sir.
Senator JOHNSON. With no purchasers.
Mr. KAHN. There are-
Senator SHoIrmIDoE (interposing). May I ask you a question

Xight there: Mr. Kahn, you say that you purchased or that your
house purchased these bonds.

Mr. KAHN. Yes, sir.
Senator SHORTRIDGE. Did you pay for them?
Mr. KAHN. Yes, sir.
Senator SHORTIDGE. When?
Mr. KAHN. I can not say in every instance the precise day when

*we paid.
Senator JOHNSON. Have you any of them now?
Senator SHORTlIDGE. Pardon me, Senator Johnson. Mr. Kahn,

you did not pay for them until they were finally distributed and
sold to the public, did you?

Mr. KAHN. That depends upon the nature of the contract. Some
.of the money may have gone out at once, but I do not know exactly.
It is years back. It depends upon how soon the client wants the
,money. We are responsible for the money, i. e., the purchase price,
not after the bonds are placed but the moment we affix our sig-
nature to the contract.

Senator COUZENS. Mr. Kahn, over your years of experience isn't
it a fact that the most of these bonds are sold before you have to
pay the money to the borrower?

Mr. KAHN. The most of them; yes. But there have been cases to
the contrary.

Senator JOHNSON.-. As to any of these bonds of the Mortgage Bank
of Chile, is it to the contrary? In other words, have you auy of
those bonds now?

Mr. KAHN. Senator Johnson, I do not think I ought to be called
upon, with all due respect, to disclose what specific bonds my firm
does or does not hold.

Senator JOHNSON. Very well, then, we will take it up in another
way. When you form your syndicate in the fashion you have stated,
your syndicate disposes of all the bonds, does it not?

Mr. KAHN. It does not succeed in doing so in all cases; no.
Senator JoNso.. I am speaking of the Chilean bonds.
Mr. KAHN. Not in all of the Chilean bonds; no.
Senator JOHNSOn. But your syndicates generally disposed of them?
Mfr. KAHN. There are some cases where they did not.
Senator JoHNsoN. Who would hold them then? Would it be the

original parties who got them or the distributing agents?
Mr. KAHN. The distributing agents would attempt to sell them

to their clients. If they do not succeed in selling them then after
a certain length of time they are free to dispose of them in the
market. In that case it is more or less a moral obligation on the
part. of the issuing houses to attempt to sustain the market so that
those who in reliance not only upon their own judgment but upon
the reputation of the issuing houses have bought the bonds either
for distribution or otherwise, may have a market upon which to
sell. That has been the fact in this case, and inasmuch as you have
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asked that specific question, I will say that we did go into the
market, and we did buy bonds when distributors or the public found
it difficult to sell them, and we did make a considerable loss on what
we bought.

Senator JOHNSON. Will you state when you made your consider-
able loss on them?

Mr. KAHN. That was in the case of the last loan, and-
Senator JOHNSON (interposing). But I have not reached that

loan as yet.
ir. KAHN. It was in the case of the last loan. In the other cases

we made no loss.
Senator JOHNSON. Of course, not. These other sales were made

in 1925. 1926, again in 1926, and in 1928, were they not?
Mr. KAHN. Yes, sir.
Senator JOHiNSON. All those sales were made by your distribut-

ing agents without any loss to anybody.
Mr. KAHN. Yes.
Senator JOHNSON. So far as the syndicate was concerned?
Mr. KAHN. Yes.
Senator JOH.:NsoN. Or so far as the underwriters were concerned
Mr. KAHN. Yes.
Senator JOHNSON. Now, the last issue that you had was 1929-

1962 of the Mortgage Bank of Chile, 6 per cent.
Mr. KAHN. Correct, which we purchased at 891/2 and offered to.

the public at 92, the spread being 21 per cent gross. And as I
have jfust reluctantly admitted in answer to a direct question, that
loan did not go well and we purchased a considerable amount at
our own risk, our own expense, and made a considerable loss on
them.

Senator JOHNSON. Do you mean the house of Kuhn, Loeb & Co.?
Mr. KAHN. Yes, sir.
Senator JOHNSON. Did the syndicate join you in that purchase?
Mr. KAHN. No, sir: the originating groop did join I believe.
Senator JOHNSON. And that originating group is what?
Mr. KAHN. The Guaranty Trust Co. and I believe one or two

others. Or, to be more exact, I will say that whenever I mentioned
the name of the Guaranty Trust Co., in co- ,orion with this Chile
business, I should have said Guaranty Ce

Senator JOHNSON. The Guaranty Co.'
Mr. KAHN. Yes, sir.
Senator JOHNSON. I believe in exactness, and both of us do in that

regard I am sure.
Air. KAHN. I am sure that we do.
Senator JOHNSON. Now. that disposes of the five issues of bonds

of the Mortgage Bank of Chile.
Mr. KAHN. Yes.
Senator JoH.-.-sON. And the last one was the only one that did

no go well.
Mr. KAHN. Yes, sir.
Senator JOHNsON. The issue of 1929-1962. Do you know when

it was that you put that issue into the hands of distributors?
Mr. KAHN. Yes, sir; on the 26th of June, 1929.

386



SALE OF FOREIGN BONDS OR SECURITIES 387

Senator COUZENS. When you sent out the telegrams with reference
to that issue which you bought at 89 and a fraction, how many dis-
tributors did yousend telegrams to?

Mr. KAH N. That depends upon t he size and circumstances of the
issue. It may be as many as a thousand. In the case of an issue
of $20,000,000, being gven the fact that the borrower was a Gov-
ernment concern which dealt only in first mortgages and had an
excellent record, standing, and credit, we probably would not invite
more than 300 or 400 concerns to participate.

Senator COUZENS. When you say that did not go well, you inean
that those three or four hundred people whom you answered to par-
ticipate, declined?

Mr. KAHx. Some of them declined.
Senator COUZENS. If they had not declined the issue would have

gone well, would it not?
Mr. KAHqN. That does not necessarily follow, Senator. The ques-

tion of success or nonsuccess of an issue is one of the public's re-
sponse. Though being relieved of our legal responsibility, the mat-
ter of our moral responsibility and of prestige and of interest $is
issuing house remains.

Senator COUZENs. Let us assume as to those three or four hundred
people to whom you sent out telegrams inviting them to participate,
most of them took their allotment. Where was your responsibility
left?

Mr. KAHx. Our legal responsibility was completed the moment the
underwriting syndicate was formed. Our moral responsibility, as
1 have tried to make plain, continues. We were trying to relieve
distributors, as far as practicable, from having to shoulder the
burden of liquidating in a difficult and unfavorable market. There-
fore, in order to protect them and the public, in order to help them,
we went into the market and bought bonds ourselves.

Senator CoUZEN. In other words, with regard to these three or
four hundred distributors whom you asked to participate in this
last Chilean loan, you took back some of the bonds they subscribed
for?

Mr. KAHN. Yes, sir.
Senator COUZENS. And you took them back at the price you had

allotted them at?
Mr. KAHN. Generally, yes, sir.
Senator CouzENs. You did not take them back at the market?
Mr. KAHN. We would not take them back from the distributors

direct; we would buy them in the market which would give the dis-
tributor an opportunity to dispose of bonds left on his hands.

Senator COUZE-S. At what price?
Mr. KAHN. It depends on what the market was at that time. We

would naturally try if possible to maintain the market to the extent
that we legitimately could do so.

Senator CouzENs. That is only a moral obligation?
Mr. KAHN. Yes; a moral obligation.
Senator CouzENs. In other words, if those three or four hundred

people had simply subscribed for this last Chilean loan and you did
not relieve them of their responsibility and they took their chances
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of selling them, and if they had to sell them at less than cost they
stood to lose

Mr. KAHN. Yes, Senator.
Senator COUZENS. So, as a matter of fact, you do not assume any

responsibility to these dealers, after having sold them, to take the
bonds back?

Mr. KAHN. No legal responsibility; no.
Senator SHORTRIDGE. I have understood you to say that you pur-

chased from the Chilean Government this last issue?
M . KAtHN. From the Mortgage Bank of Chile.
Senator SHORTEIDGE. You bought those bondsI
Mr. KAHN. Which is a government institution.
Senator SHORTIMIDGE. You bought those bonds?
Mr. KAHN. Yes.
Senator SIIORTIUDGE. At what figure?
Mr. KAHN. At the figure which I have stated.
Senator SHoImnDGE. Did your firm in purchasing those bonds.

pay 89 and a fraction for them?
Mr. KAHN. Yes.
Senator SHORTEIDGE. You paid it?
Mr. KAHN. Yes; we paid the price at which we contracted to buy

the bonds,
Senator SHORTEWOE. They got the moneyI
Mr. KAHN. Yes, sir.
Senator SHORTRiDoE. That is all; sir.
Senator JOHNSON. Perhaps my colleague is asking about the bonds.

which subsequently you bought upon the market. You do not
mean to say that you paid 89 and a fraction for them subsequently
upon the market?

Mr. KAHN. Very likely we did.
Senator JOHNSON. And very likely you did not, too.
Mr. KAHN. I think -we did, Senator. I think the bulk of our

purchase price would have been at, or close to the issue price.
Senator JOHNSON. When they were on the market?
Mr. KAHN. Yes.
Senator JOHNSON. I suppose you had distributed all these bond-Z

to distributing agents?
Mr. KAHN. Yes; practically so.
Senator JOHNSON. They disposed of them in the market as best

they could?
Mr. KAHN. Not in the market, sir. They were disposed of through-

out the country.
Senator JOHNSON. Some of them, as you say, to quote your exact

language, were eking outt a precarious existence in selling bonds to
other people?

Mr. KAHN. Yes, sir.
Senator JOHNSON. After they had exhausted their efforts do yo.

mean to say that they had some of the bonds in their possession still?
Mr. KAiN. Yes.
Senator JOHNSON. And they had actually paid for those bonds
Mir. KAHN. Yes.
Senator JOHNsON. The amount had been estimated for each bond

that had been sent to these precarious bond salesmen; is that correct?"

I
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Mr. KAHn. Yes, sir; but I do not think that y.-"_7 sympathy need
be quite as general as that; it is but a limited number to whom the
term "precarious" applies ordinarily.

Senator JoH,.NsoN.. You sent the bonds with a bill of lading and
a draft, and they paid the draft and got the bonds. Is that the
system?

Mr. KAHn.v.The system, Senator, is that these houses, practically
all of them, have either direct New York correspondents and accounts
or they have banks in their vicinity which in turn have New York
correspondents. They send an order to us to deliver to such New
York correspondents the amount of bonds which they (those
distributors) have subscribed for, and thus a New York bank pays
for their account. To what extent and in what cases those payments
are based upon loans which distributors have made from banks in
their neighborhood we have no means of knowing.

Senator JoH.Kso.v. Do you keep card indexes of your salesmen?
Mr. KAnw. We have no salesmen.
Senator JoNxoN.. Of your distributing agents?
Mr. KAn. Of the distributors throughout the country; yes.
Senator Jona.vsox. Do you have allocated so much of the bond

issue to those that you have card indexes of?
Mr. K A.N. It depends upon the nature of the bond issue. We

either send telegrams or telephone messages saying that such and
such a bond issue is coming out-" How much do you want?" Or
we send messages aing "Such and such a bond issue is coming out.
We can let you hav so much. We have allotted you so much. Do
you want to take it ?"

Senator Couzxs. That is the majority way? You do that more
times than the other way I.

Mr. KAnh. My associate says that it is about 50-50.
Senator GEow.o. Several times we have reached this point, but

have always been given to understand here by yourself and preceding
witnesses that it is purely optional with those members of the dis.
tributing group whether they take those bonds or not?

Mr. Kam. Yes, senator.
Senator Gwoo As a matter of fact, it is quite a common prac-

tice simply to call up the member of the distributing group and say
that so many bonds are allotted to that group and ask for and get
an answer. Is not that true I

ir. KuiNx. It is true in about half the cases
Senator GoowL You have already answered, but I wanted to get

it clear in my own mind: In the matter of the Mortgage Bank of
Chile bonds the -distributing group is composed in part of banks, I
believed

Mr. KAn.N. In minor part of banks; yes.
Senator GEORGE Banks of deposit, of course?
Mr. KAn. Yes.
Senator GEOME. Is your underwriting group composed at all of

banks?
Mr. KAHn. Our underwriting group may be in part composed of

banks; yes.
Senator Go=E. Your underwriting group of course varies; the

membership in the group varies?
Mr. KAH.X. Yes, Sgenatof.
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Senator GEORGE. It grows larger than your distributing group.
Mr. Mitchell referred to his distributing group as a banking group,
perhaps a technical designation. By reference to his testimony you
Will see that one issue of Swedish Government bonds was distributed
to a banking group consisting of 422 members.

Mr. KAHN. Yes.
Senator GEORGE. That is rather large. but I am using it as an

example. Mr. Mitchell answered specifically a question which I
put to him that the 422 members of that banking group were in part
at least deposit banks.

Mr. KAHN. Yes.
Senator GEORGE. The same general practice, Mr. Kahn, is followed

in the case of domestic bonds?
Mr. KAHN. Yes, sir; it is.
Senator JOHNsON. Can you state whether or not any of the recent

bank failures in New York or elsewhere have been caused by these
failing banks holding foreign securities!

Mr. KAHN. I can not state of mv own knowledge to what extent
these failing banks were holding foreign securities. I know that
domestic securities in many cases have suffered a fall at least as large
as the fall suffered by foreign securities. They probably hold a great
many more American securities than they hold of foreign securities.

After all, of the total of foreign securities placed here since the
close of the war only 81/2 per cent are in default; 911/ per cent have
not defaulted. How great the percentage is of foreign holdings by
the banks as compared with domestic holdings I can not say, but
I have not the slightest doubt that the domestic holdings are much
greater than the foreign holdings.

Senator JOHNSON. That does not answer the question. I will grant
all that you say. But my question is whether the holding of foreign
securities has contributed in any degreee to the failure of these banks.

Mr. KAHN. To answer that question in the direct way in which
you ask it, Senator, I should have to know the case of each bank and
precisely what the holdings were, which I do not know.

Senator JOHNSON. As to the proportion, I have before me a state-
ment of the investment of national banks, September 29, 3931, handed
me this morning by the Comptroller of the Currency. It shows in
New York, of foreign securities, $119,992,000, and of domestic securi-
ties about $615,000,000 held. That is more than one-sixth.

Mr. KAHN. Or, to put it the other way, that they are holding
nearly six times as many domestic securities as foreign securities.

Senator JOHNsON. Pretty nearly six times as many. But foreign
securities, if there were no market for them at all at *the present time.
would have a great deal to do, would it not, with the standing
of the company?

Mr. KAHN. There is a market for them.
Senator JOHNsoN. A market of about 10 per cent.
Mr. KAHN. It depends, and it varies. In the case of a great many

securities there is a vastly higher market than that.
Senator JOHNsoN. Do you mean to say that the governmental

securities of South American countries. and of Germany, and the
like are equal to-day to governmental securities of the United States?

Vr. KAHN. Oh, of course not.



SALE OF FOREIGN BONDS OR SECURITIES

Senator JOHNsON. Of course not. That is exactly what I am
speaking to you about.

Senator Couzm.s. I think the confusion between what you
said-

Senator JOHNSON. If there was confusion, I beg your pardon. I
an speaking of governmental securities, foreign and domestic.

M1r. KAHN. Oh1. I beg your pardon. I did not catch the word
"governmental."

Senator CoUzENs I think that is true. You did not use the word
"governmental" in your first question, Senator.

M1r. KAHN. Of course that makes a complete difference.
Senator JoHNsoN. If there is one-sixth of these foreign govern-

mental securities held by New York banks as against less than
six times that much of United States governmental securities held
by your New York bank, it would leave them in a situation quite
different from that which you were speaking of, would it not?

Mr. K.uHN. Senator. I dil not understand, from the way you
stated it, exactly to what the comparison embodied in your question
related. But I do want to say that if our banks hold $116,000,000
of foreign governmental securities it depends upon what securities
they are. Some of them are selling at par and higher. French
securities are selling at par and higher. The Belgian securities are
selling near par. fhe Italian securities are selling at about 85, and
so on.

Senator JOHNSO.. We will go into that by the appropriate official.
I will let that pass.

Senator CouzEN.,s. Have you examined the files or portfolios of
any of these suspended banks?

Mr. KAHN. No, sir; I have not.
Senator BAIKLEY. How does the amount of short-term securities,

which I think you fix at somewhere near six hundred million, coin-
pare with the amount of domestic securities issued during the same
period in the United States?

Mr. KAHN. It would only be a fraction of the domestic securities;
but I am unable to give you any figure on the subject.

Senator BARKLEY. The amount of domestic securities which might
be termed short-term securities in this country is considerably over
$2,000,000,000, is it not?

Mr. KAHN. A great deal more, I should say, especially if you
include municipal short-term loans.

Senator BARKLEY. I am including all sorts, domestic bonds, mu-
nicipal, State, county, and industrial.

Mr. KAHN. There are surely more than $2,000,000,000.
Senator JOHNSON. Will you make a distinction between long-time

credits, if you have a distinction, and short-term credits?
Mr. KAHN. Long-time credits are a rare thing, Senator, in normal

times. Generally speaking, it is a question of long-term bonds
or corporation notes, and of ordinary commercial credits which
would run usually from three to six months.

Senator Jortso.N. But you understand that in speaking to you of
short-time credits a brief period ago we referred to the latter?

Mr. KAII.N. You referred to the short-term credits from three to
six months.

92928-32-PT 2-7
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Senator Jou.xsox. Exactly. And that is whale: you referred to in
answer, as well?

Mr. KAHN. Yes.
Senator JonHsox. Do you know the bank with which Mr. Mc.

Roberts is connected?
Mr. KAHN. The Chatham and Phoenix Bank, which has now been

merged with the Manufacturers Trust Co.
Senator JoHN.so.N. Do you know whether or not they held any

loans of Germany?
Mr. KAHN.. Not of my own knowledge, Senator.
Senator JoH.NsON-. You have a statement of the loans that have

been made by your house, have you not?
Mr. KAHN. Yes; I have a statement here.
Senator JoHNsoN. That has been put into the record has it?
The CHAIRMAN. I think it has, but if it has not, it should go in

at this point.
Senator GEORGE. It is in the record, Mr. Chairman.
Senator BARKLEY. What house participated in the Peruvian loan?
Mr. KAHN. My house did not.
Senator BARKLEY. Do you know what house negotiated or origi.

nated that loan?
Mr. KAHN. That was, if I remember correctly, originated by Selig.

man & Co.
Senator JOHNSO.s. J. & W. Seligman?
Mr. KAHN. Yes.
Senator BARKLEY. Your house in no way participated in it as an

originating group or underwriting or distributing group?
Mr. KAHN. No, sir.
Senator BARKLEY. Do you happen to know the amount of that

issue ?
Mir. KAHN. I do not recall it; no.
Senator BARKLEY. Do you know what it is quoted at now?
Mr. KAHN. I have not the figures before me.
May I have a few moments in which to say a few things which

I would like to refer to, mainly so as not to leave my testimony
too fragmentary, or somewhat in the air, in certain respects?

The CHARM.AN. Certainly.
Mr. KAHN. I should like to reiterate, with your permission, Sena-

tors, that the total gross profit made by my firm throughout these
12 years upon issues originated and handled by ourselves, includ-
ing participation in any stages of the transactions, was slightly in
excess of one-half of 1 per cent.

Senator CouzENs. Can you reduce that to dollars?
Mr. KAHN. Yes. Over a period of 12 years it is $3,109 000, or

an average of about $260,000 a year. That is the gross proAt from
which we have got to deduct the proportionate share of our over-
head, including the expenses of a highly trained personnel, and our
taxes.

Senator COUZENs. At that point, would you mind saying why you
operate as a partnership rather than as a corporation?

Mr. KAHN. It is a tradition, Senator. We have done it for 60
years and we hesitate to change it.
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Senator COUZENS. As a matter of fact, is it not because you do
not have to file a statement as a copartnership with the State secre-
taries, while you do if you are a corporation ?

Mr. KAiN. No; that does not enter into it. We would be per-
fectly willing to file a statement. We have always felt that there
is an element of additional strength in a copartnership because every
single partner is liable with his whole fortune which, of course, is
not so in the case of an incorporated concern. We have always looked
upon that as an element which justifies additional confidence and
also as an element, perhaps, which induces each partner to be par-
ticula rly careful and conservative.

To continue my statement, Mr. Chairman, in addition to the profit
which I have given as coming to us from foreign-bond transactions
originated and managed by ourselves, we made on those offerings
in which we joined with J. P. Morgan & Co. a gross profit of
slightly less than one-fifth of 1 per cent calculated on the total
amount in which we participate(], which profit, in dollars and cents,
aggregated $1,117,000. That, together with the figure I have pre-
viously given as to profits from transactions originated by ourselves
alone or with others, accounts for our complete profits of all kinds
upon issues of foreign bonds for the period in question.

I am emphasizing these figures because of the fantastic calcula-
tions which have been published in some of the papers as to the profits
made on these transactions. They were, of course, very large in an
absolute sense without measuring them by the vast total of the trans-
actions to which they applied; but if you bear in mind that they
relate to $10,000,000,000 or more of risk, of responsibility and of
work, and compare them with the customary profits of spreads on
other kinds of business, they are not, I venture to think, excessively
large.

I am not saying this in self-defense. I am not saying it because
I have any apology to make for being in business as an issuing house
which, in my humble opinion, is as honorable a calling as any, ful-
filling a necessary function, by no means an easy job, and resting
upon the confidence of the public, without which it can not exist. I
am saying it simply because I think at this particular time a certain
amount of harm is being done by grossly exaggerated reports as to
profits squeezed out of the public, through the offering of. foreign
bonds, many of which, unfortunately, have greatly declined in mar-
ket value.

Senator JOHNSON. You do not think it is doing harm to spread the
facts, do you?

Mr. KAHx. T!Ae facts, no. On the contrary, I think the bringing
out of the trmh on any matter in which the publi" 'ir ought to
be, concerned, is of distinct benefit to the commu, Your com-
mittee has been elucidating the facts as to matters or public con-
cern, about which there was much lack of authoritative knowledge,
a good deal of misunderstanding, and as to which some reckless and
ignorant reports were being spread, tending to intensify apprehen-
sion and bitterness of feeling at a particularly delicate time, which
calls for calm thinking and reassuring action. I venture to say that
your committee is doing a valuable service in producing authori-
tative and correct information.

I I
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The second item I should like to emphasize and to which I alluded
this morning in response to a question, is to stress the sense of the
moral responsibility of the banker as a highly important. indeed,
indispensable, element in banking. Such practices as what you might
term "strong-arm methods" of selling, making raids on rather un-
willing buyers, exercising undue persuasiveness, tempting buyers by
excessive facilities, inducements or expectations; in short, high-power
methods of salesmanship, are against the dignity and the ethics of
banking. They are not within the permissible functions of a bank or
banker and, least of all, within the permissible functions of a bank
of deposit.

Senator ,Joim soN. You realize, do you not, that there are a great
many small banks that have complained to many members of this
committee?

Mr. KAHN. I assume so.
Senator JOHNSON. I will say to you that I am not bringing any

small bankers here, because I'do not want them to have to be sub.
fitted to any sort, of irritation on the part of any of those with
whom they have to deal: but not one but quite a number have stated
to me in so many words that they have been compelled to take these
securities, not because they wanted them, but because they felt that
if they did not take them ihey would lose the opl)ortunity for legiti.
mate business, and they believed they were acting undlr coercion.
I think you gentlemen ought to know that.

Mr. RAHN. Senator, human nature is human nature on the part
of small bankers no less than on the part of big bankers. There is
always the temptation to blame someone else or some outside circum-
stances for one's own decisions or actions, if they turn out disad-
vantageous. Frankly, and speaking, of course, in a general way,
and admitting exceptions, and confining myself to bond syndicates,
inasmuch as that is my general line of business, I do not believe that
at the time those small bankers took those bonds they acted or felt
they were acting under coercion. They were anxious to take them.
They asked for them. At that period, say, from 1924 to and in-
cluding 1928, the bond market was extremely eager and very recep-
tive, for bonds, especially those yielding high rates of interest, a
demand greatly exaggerated, as has since become apparent, and
greatly beyond what it ought to have been. These little bankers
wanted to be in bond syndicates just as the big bankers wanted to
be, because 90 per cent* and more of such syndicates at that time
turned out to be profitable. The fact that bankers are little does
not in itself make them any more virtuous than others who are less
little.

I honestly believe, and indeed know from my own knowledge. that
those people wanted to be in bond syndicates at that period and
asked for them. I recall numerous applications on the part of small
dealers who wanted to go into our syndicates and to whom we had
to say, " We are very s6rry, but our lists are completely filled and
we can not handle any morYe."

Senator JoH.NsoN,. But there were a great many of them that did
not want them and felt that under the circumstances they were
obliged to take them, and took them because they felt obliged to
take them. You may call it moral suasion or whatever you wish to
call it, but it existed nevertheless.
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Senator GEoRyGE. May I not ask you this, if in your judgment
the practice did not convert small banks of deposit-and I am not
using that term as relating to virtue at all, and wholly aside from
whether it was the fault of the bank or not-but did not this system
that you have described and that other witnesses have described,
the method of handling these securities, both the foreign and the
domestic, tend to convert these banks '€ deposit that entered into
this distributing group into brokerage houses, just to put it bluntly,
and (lid not too many banks in this country become mere brokerage
houses?

Mr. KAHN. Yes; emphatically yes.
May I have a few minutes more, Mr. Chairman?
The CHAIRMAN. Yes; go right along.
Mr. KAH'S. I should like to bring out once more-with the p)ur-

pose of making the fact generally known and not with the purpose
of attempting to cover adverse happenings or circumstances with
the cloak of soft-soap statements-that of the total of S10.000.000.000
is.m-ed in this country in foreign bonds since 1918 only 81/., per cent
are in default: 911/., per cent are paying interest anl sinking fund.

Senator Jonxsox. Yes: but what is their depreciation?
Mr. KAhN. Surely no one can be responsible for the market quo-

tations which an em-otionally disturbed and frightened public senti-
ment. for the time being, places upon intrinsic values. I have not
the shadow of a. doubt that those quotations are in many cases ut-
terly unjustified, but no one calm control them. I am simply pointing
out the fact that in 91% per cent of the ca.es of foreign'bonds the
debtor thus far has paid in full.

Senator JOHNSON. But they are not due yet.
AMr. KAHN. Surely, Senator, you canl not expect the debtor to

anticipate tile due date of his loan.
Senator JoHNsoN. Does not the depreciation in value measure the

question rather than to say they are not in default when the due
ate has not been reached?
M'. KAHN. No: Senator. I think the depreciation in value

mea-ures mainly the utter demoralization which unfortunately has
taken hol of so many people.

Senator CouzExs. I think that may be said of many railroad
securities. They are absolutely good.

Mr. KAH.N. MaV it not be said in a general way that the two
worst counsellors 'of any people or any individual'are Greed and
Fear I In 1929 Greed sat in the driver's seat. and now Fear sits
in tile driver's seat. They are the two worst'drivers imaginable.
Greed was primarily responsible for the excesses of 1929. just as
Fear is primarily responsible for the almost unprecedented drop
in values which have taken place in the markets for securities within
the past few months.

Senator BARKLFPY. Right in that connection, what practical sug-
gestion have you to make that will get rid of both (]rivers for good?

Mr. KAmx. That is a big question I should be happy to try and
answer it. but I should have to ask for a little time to inobilize and
marshall my thoughts on the subject.

Senator BARiKLEY. I will give you all the time you want.
Mr. KAH.N. Without attempting now to answer' your question ade-

quately, I should say that one practical suggestionfor the time being
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is the setting up as quickly as practicable of the Reconstruction
Corporation which Congress now has under consideration, following
the precedent of the War Finance Corporation. I think that would
go a long way to diminish fear. _

Another practical suggestion is to make it plain to the people
that the United will not be driven off the gold standard. At the
proper time. of our own volition, in our own way, if we so choose.
and if we see good and sufficient reason after searching considera.
tion. we will do what seems to us best in this as in other matters.
But there is a lot of talk floating around, talk almost treasonable
in these parlous times, as to our being pushed off the gold standard
into some form of paper currency. Some one has said that "Coni.
fidence is merely suspicion asleep." Whether that be generally true
or not, it certainly is as applied to a nation's currency and financial
affairs. This surely is no time when any idea should be contem.
plated or discussed which would tend to awaken suspicion by intro.
ducin doubt,, or questions into the minds of the people as to the
stabilh v of their monetary standard. No one should be listened
to-anA the people should be so reassured authoritatively, and none
is more authoritative than the Senate who, would give countenance
to the idea of the United States having to slide off that standard
which we have chosen for ourselves.

The CHAIRMAN. Senator Johnson, perhaps it may be stated that
the low prices of these foreign bonds are in no worse condition than
sone of the stocks in the United States.

Senator JOHNsON. I am not comparing stocks abroad, but I am
comparing Government securities abroad.

The C(IAIRI.%.,. For instance. I know one or two concerns that
have got enough money in their treasury to pay every single, solitary
dollar. They have money enough in their buildings, machinery,
and everything else-

Stnator Joi xsoN. I am not questioning that in the slightest de.
agree. My coIl)arison is between Government securities.

The ChAIRM.N. It is the same thing.
Senator JoH.%so.N. No: it is not the same.
The CHYIMA.. les.
Senator Joh. soN.-. Pardon me. I disagree with you.
The CH.IRMA.%t.N. Of course you may: but government bonds are

selling on the same basis that'stocks are selling, not because of the
fact that thev will not ultimately be paid, but, I suppose, from the
very fact thAt the owners of the stock, or the bond, are 'compelled
to sell them to meet their obligations.

MIr. KAILN. I have two more points, Mr. Chairman, that will take
about two minutes, and then I am through.

A point which I should like to bring out as bearing upon the
functions and services of the so-called international banker is that
during the period of this country's reconstruction, during the time
of this country's great pioneering period, it was England, mainly,
and also Gerniany, Holland, and, to a lesser degree, France, which
loaned money in* the United States, through the intermediacy of
bankers, to an extent which in proportion to the then existitig re-
sources was greater than the amount which we have loaned Europe
since the war. On those loans Europe had precisely the same exper-

396



SALE OF FOREIGN BONDS OR SECURITIES

ience, only more so, that we have now, in the case of the loans that
we have made to Europe and other foreign countries. Our railroads
went into receivership again and again. The bonds which European
investors held-

Senator JOHNSON. What period are you referring to?
Mr. KAHNi-. To the period from the end of the Civil War to about

1900, mainly, and even after that, until the beginning of the World
War. European investors had very much the same experience with
their loans to us, as our investors are now having in respect to
foreign loans, only more so.

Senator JoHNsoN. But they got their money back.
Mr. KAHn.. I hope we shall, too.
Senator JoiNsoN. The lesson that you give to us from that is

that we are going to get our money back from EuropeI
Mr. KAIN. Far be it from nme to be presumptuous enough to

preach lessons here.
Senator JouNsoN. I thought you were.
Mr. KAHN. My moral is that the international banker was very

helpful in bringing money to America when America needed money.
Senator JoHv.%so.-. Let us concede that. Now will he get back

the money that Europe owes us?
Mr. KAHN. He will -lo all he can.
Senator JOHNSO-.. Fine!
Mr. KAH. Likewise speaking of the international banker, that

much-maligned, or at least much-attacked calling, I should like to
say as one of them that Europe's prosperity is as important to the
international banker as it is to everybody else engaged in business
in this country, but no more so. We are no more and no less part
and parcel of American business than those engaged in other lines
of trade and commerce. Europe's prosperity or adversity can not be
a matter of indifference to America, because it is bound to have reper-
cussions here. But the American banker's stake in America is
immeasurable greater than any possible stake that he may have or
ever did have in Europe. As' a rough estimate, I should say that
an advance of 2 points in the aggregate value of American bonds
amounts to as much as all the money that we have loaned to Ger-
many. and that an advance of 1 point in the aggregate value of
American stocks amounts probably to as much as all the money
that we have loaned to Germany.

While European prosperity is desirable for us-
Senator Joi xsoN. Everybody's prosperity is desirable for us. I

do not quite see the object of this, because you are reciting the
obvious.

Mr. KAHN. Perhaps it has not always been so considered, Senator.
What I meant to bring out is that whether a man is an international
banker or engaged in any other business, as long as he resides and
works in. and owes allegiance to America. his object is and must be
beyond all other things America's prosperity, not merely from the
point of view of a patriotic and decent citizen, but from the point of
view of his own pocket. The international banker's profit, even in
the case of foreign bonds. is made in this country and not abroad.
European prosperity is desirable. America's prosperity is vital and
indispensable.
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Senator JOHNSON. And yet you told me this morning that you
international bankers were down in South America. competing for a
lot of loans that are not worth the paper they are written on.

Mr. XAHN. May I be permitted to question the accuracy of that
appraisal? At any rate, the bankers (lid not know at the time that
the bonds, as you say, are not worth the paper they are written on,
and they certainly wpuld not have bought them if they had stis.
pected such a thing.

Senator JOHNSON. They did not buy them; they passed them on.
Mr. KAHN. They bought them. After having bought them they

passed them on, just as a wholesaler in any otier line of business
passes on goods which he has bought.

Senator BARKLEY. Referring to the international bankers as a
group, what proportion of their business is in foreign loans as com.
pared with the loans Which they float in this country. domestic loans?

Mr. KAiiN. Guessing rather roughly-of course Lince 1930, say, in
the last 18 months, there has been hardly any foreign bond flotat'ion
consunininated bv American bankers-but generally speaking-

Senator BAIKLEY. Take the period since 1918 if you can reasonably
estimate it.

Mr. KAHN. From 1904 to 1928 there was very strong and wide-
spread demand for European investments. Most People thought that
Europe was on the road toward getting over its principal troubles,
especially in the economic field, that with~he Dawes plan, the various
pacts and conferences, the intimate conversations between Briand
and Stresemann, there was good prospect for a getting together of
the European nations, and for the mitigation, at least of some of the
fateful mistakes and the almost inconceivable economic short-sighted.
ness of the treaty of Versailles and the other peace treaties, and
that the thing that we in the United States had so strongly hoped
for, namely, cooperation and better feeling between European nations
and the burying of the age-old rancor between them gave promise
of being at least striven for seriously and promoted. Thus feeling
and hoping the American people became eager buyers of foreign
securities. They had not been before and they have not been since,
but from 1924, or even a little earlier, until tle end of 1928 or even
into 1929, there was that very large demand on the part of the
American people for foreign securities, yielding as they did far
higher rates of interest than American securities paid.

Therefore, if you confine your question to those few years only, I
should say the proportion of foreign bonds as compared with domestic
bonds would be a considerable one. Ordinarily I should say it would
be an insignificant one.

Senator BARKLEY. In percentage what would it amount to as an
average?

Mr. KAHN. I have asked my associate if he had any definite no-
tion based upon statistical experience, bitt he has not. He tells me
that he would not care to indicate a percentage ratio. I should be
inclined to sav that the offering of foreign bonds in America during
the period which I have indicated would be about six times as
-nuch as in ordinary times.

Senator BLARKLEY. My question was based on the idea that the
relative impoimnce of your foreign business as compared with your
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domestic business might determine an average, taking one year with
another. I should like to know-and if you can not answer it, I
shall not press it-whether your foreign business so predominates
over your domestic business as to give you the character of an in-
ternational banker in the sense that you are more interested in for-
eign governments than in the United States; and the percentage
of such loans might have some bearing upon that. I do not mean
you, individually, but the group that is ordinarily referred to as
international bankers.

M1r. KAHN. Well, Senator, the mere imputation that bankers who
are American citizens, who owe everything they have and every-
thing they are to the protection and to the opportunities of this
country, could be swayed in their attitude towards their own country
by any foreign monetary interest-

Senator BARKLEY. I am not making such an imputation, of course,
Mr. KAHN (continuing). Is one which I do not believe I need to

enter into. But leaving aside the moral wrong which any such at-
titude on the part of any American citizen, whatever his calling,
would carry with it, and the condemnation which would be justly
visited upon him, I would say that the percentage of European busi-
ness done, for instance, by my own firm in years when European
business with America was at its height, would certainly not be
more than one-tenth, if that, of the dolnestic business which we are
doing.

Senator BARK:LEY. You spoke a while agro of the reverse situation
prior to 1896 when our country and its industries were borrowers
of money from Europe, largely from England. I will ask you how
the methods of floating such loans in Europe at that time compared
with the methods now used in floating European loans in this coun-
try. and how the compensation compared with that paid American
houses at this time.

Mr. KAHN-N. In those days compensations were usually somewhat
larger. partly because the amounts of the loans involved in indi-
vidual cases were rather smaller. Compensations paid were relative
to what was thought to be the risk of the business and the urgency
of the demands for loans. Generally speaking, Europe was well
paid for the accommodation which it'extended to us, though its in-
vestors and bankers did go through several trying periods with their
American holdings. Our underlying mortgage bonds were floated
at prices and at interest rates comparable with the prices and in-
terest rates at which foreign bonds were floated here since the World
War. I should think that if you assumed. taking an average, that
the situation was pretty nearly reversed, both as to compensation
and as to interest rates, you would be about right.

Senator JOHNSON'. Just because you have mentioned international
bankers, and without any personal implication at all-I beg you to
understand that-in your opinion, would they try to get back first
the money Europe owes them, or the money that Europe owes our
Government?

Mr. KAHN. I have tried to respond to that question, Senator, by
saying, in the short statement which I made thiis morning relating
to this subject, that I should have to know what is the exact situation
or alternative which confronts us before I can express any definite
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view. As far as I am aware, there is not now any proposition before
us which calls for the choice to which your question relates.

Senator JoHNsoN. We will let it go at that, then.
The CHAIRMAN. We thank you, Mr. Kahn.
(Witness excused.)

TESTIMONY OF WINTHROP W. ALDRICH, PRESIDENT CHASE
NATIONAL BANK

(The witness was duly sworn by the chairman.)
The CHAIRMAN. Mr. Aldrich, whom do you represent?
Mr. ALDRICH. Mr. Chairman. I am president of the Chase National

Bank. I am vice chairman of the board of directors of the Chase
Securities Corporation. The Chase Securities Corporation is owned
by the stockholders of the Chase National Bank, each holder of a
share of the stock of the Chase National Bank likewise being the
holder of one share of Chase Securities Corporation stock, which is
represented by the same certificate.

On May 31. 1930. upon the merger of the Equitable Trust Co. with
the Chase National Bank, the securities activities previously carried
on by the Equitable Trus-t Co. and the Equitable Corporation. which
was a securities affiliate of the Equitable Trust Co.. were merged,
those of the Equitable Corporation into the Chase Securities Cor-
poration an(d those of the Equitable Trust Co. of New York into the
Chase National Bank.

In August of 1930. the Chase Securities Corporation acquired the
stock of the Harris Forbes Co., which was a corporation holding the
stock of the various companies which made up the Harris Forbes
organization.

The CHAIRMAN. What year was that?
Mr. ALDRICH. In August of 1930. On July 1, 1931, the issue busi-

ness of the Chase Securities Corporation and of Harris Forbes & Co.
was mei ed into one, and sinde that time the Chase Securities Cor-
poration has done no issue business. The Chase National Bank has
not at any time been engaged in the issuance of securities or flotation
of securities.

The CIIAIR.AIA. That is, foreign securities, or any kind?
Mr. ALDRICH. Not of any kind. It is purely a commercial bank.
I have been president of the Chase Natinal Bank since a year ago

last June.
Mr. Chairman, I have here the tables which show the various

security issues of Chase Securities Corporation, the Equitable Trust
Co., an~d Harris, Forbes & Co.

Senator CouzE-s. For how far back?
Mr. ALDRICH. (Going back to 1920, or 1917, or 1918. It goes way

back. I can not answer that question off hand, but it covers the whole
situation. I would like, if the committee would permit me to (10 so.
before going into the question of the security issues, to take up witl
the committee the question of the short term debt. because that is
the thing in which the Chase National Bank, as a commercial bank,
is primarily interested.

I think that what was said at the hearing here, at the time Mr.
Mitchell testified, is perfectly true. I think that it is very important
that the banks should state with absolute frankness, and state pub-
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licly what their short-term commitments are, and what the charac-
ter of those commitments is. I think it is essential from every point
of view that should be done, and if you will permit. me to do so, I
would like to read a statement on that, simply because of the fact
that it is the easiest way to make it coherent and give you the exact
picture of what these short-term credits are.

The CHAIMMA. I think there are no objections to that.
SAenator CorzE-x-s. Before you start, would you mind defining just

what you interpret "short term security " to be P,

Mr. ALDRIC. That is what this is all about. I ai going to defiie
that specifically and tell you exactly what they are. I am doing it
from the point'of view of the commercial banker, which is w14at I am.
I never have had anything to do with the securities issued myself,
at all.

The Cii. u.rIAx. How long have you been president of the Chase
National Bank?

Mr. ALnticii. Since a year ago last June.
Setiator CouzE,.xs. Were you enl)loyed in the bank before that?
Mr. Ai.DicH. I was a lawyer. I was counsel for the. Equitable

Trust Co. prior to that time.
Senator CorzE.Ns. You were'not active in the Chase Bank before

becoming its president?
Mr. AiLRich. I never had anything to do with the Chase Nationmal

B'nk until we merged with the Chase nationall Bank. I became
president of the Equitable Trust Co. about two years ago. Up to
that time I had been a lawyer.

I will read this statement, although it is perhaps a little formal.
It has been brought out in previous testimony that the amount

of foreign long term obligations which are now hell b the issuing
houses is very small. I think I can say, with a great deal of assur-
ance, that the same thing is true of the large commercial bank.,. The
foreign obligations which the commercial banks hold, because of
the character of their business, are mostly short terni.

The primary function which the commercial banks perform in
granting short term credit internationally is, of course, in connection
with the financing of American foreign trade. We find, for instr.,ice,
that an important amount of such credit finances current shipments
of cotton, which, of all commodities so financed, ranks first: then
sugar, coffee, wheat, rubber, tobacco, wool, hides. copper. and so on.

In addition to financing American foreign trade the commercial
banks have taken part in financing the foreign trade of other coun-
tries as well. In this connection, while the actual transaction in this
second-class relates to the trade of other countries, the credits
granted have an indirect relation to our own trade, and the stiiula-
tion of our foreign trade.

With respect to the short-term debt from German sources to
American commercial banks, it appears from a reliable inquiry re-
cently made among 100 leading American institutions that the 'total
of the short-term coininercial debt of German origin held by them
on October 31, 1931, amounted to $415,000,000. In addition they
held about $250,000,000 of other short-dated obligations, largely
representing current' loans to the German Government. States, mu-
nicipalities, and publicly owned enterprises. This makes the total,

I
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as it stood on October 31 last, about $665,000,000. I assume this
figure has been somewhat reduced in the meantime, but by what
amount I am unable to say.

Senator KINo. You mean the commercial banks exclusively?
Mr. AI.DRicH. I am speaking entirely, Senator, of commercial

banks, and commercial short-term debt.
Senator KINo. You mentioned 100. Did you obtain that infor-

mation from your own inquiry, or from reports that are made ?
Mr. ALDRICH. That information was obtained by reason of the

fact that we are obliged to get that information in connection with
the German Stillhaltung. While I am very glad to give you all the
information, which is general in its scope, that we have obtained
from that source, I naturally am unable to give you the names of the
specific banks, but that is the source of that information. It is in.
formation obtained in connection with the Stillhaltung agreement.

Senator KING. There has been no clearing house here in the
United States which would indicate the aggregate of those loans?

Mr. ALDRICH. The only place in which that information has been
collected is in connection with the committee of American bankers
that is acting in connection with the Stillhaltung.

Senator COUZEN-S. The Federal reserve system has no record of
that?

Mr. ALDmCH. Not that I know of. I am sure they have not.
I have before me, and will read in a moment, a fill statement of

the Chase National Bank's holdings of German obligations, both
short and long term, as of December 31, 1931. '

In making up this statement we have gone as far as we could
into detail without stating specifically the business of our specific
customers, which, of course, is a part of the confidential relations
between a banker and his client. The statement will be of interest
because it illustrates the kind of obligations which a bank actively
engaged in financing trade and maintaining business relations with
foreign countries ordinarily holds. The German borrowers who are
obligated to us or to other American commercial banks represent
very largely business concerns who, even under the present adverse
conditions in world trade, are making their way, who have every
will to pay their debts, who have enjoyed good credit for years and
dJesire to maintain that credit as the essential basis for business
progress in the future.

A list of the various classifications is as follows:
1. Acceptance credits to German banks. Tiese have been utilized in the

creation of bankers' acceptances, drawn, for the most part, to finance import
and export trade. They are the unconditional Joint obligations of German
banks and of German commercial concerns, or have the guarantee of the Ger-
man Government or the gold discount bank, $24,050,616.
* Senator COUZEN.S. Do you mind an interruption at this point?
Just at what point would the German Government guarantee a com-
mercial credit, and at what point would it not guarantee a commer-
cial creditI

Mr. ALDRICH. They have guaranteed the credit of certain German
banks which have had difficulty during the past six or eight months.

Senator COUZENS. Do I understand that they have* not guaranteed
the credit of any commercial houses except banks?
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Mr. ALDRICH. I think not; not that I know of. I think they have
not at all. They have guaranteed the credit of one or more'of the
big German banks, the Darmstaedter, and I am not sure what other.

Senator COUZENs. Is the fact that they have guaranteed some of
these bank credits responsible for the general public impression that
there is a confusion or mixture between the governmental loans and
the commercial loans?

Mr. ALDRICH. That might possibly be. If you will permit me, I
am going into detail on the nature of these commercial loans, to
show you exactly what the picture is.

Senator CouzENs. I see quite a difference between the generally
understood commercial loans, on which you might expect the indus-
try to pay, and a loan made with the guarantee of the government.

Mr. ALDRICH. The loans were not made with the government
guarantee. They were made in the ordinary course of commercial
trade, and the government, in the early stages of the Stillhaltung
agreement between the banks of the world, the British, Dutch, and
the other banks that are interested, including American banks, has
guaranteed the obligations of certain of the German banks which
were having difficulty.

Senator COUZENs. The reason I asked you that question is because
the question has been raised here frequently as to whether or not the
private debts should be paid ahead of the governmental debts.

Mr. ALmwcH. I am going to come to that in detail.
Senator KINo. Just one question, if I may. Are you sure that the

German Government has not guaranteed some of the obligations of
the large cartels?

Mr. AwzmcH. Not as far as I know.
Senator KING. I mean the larger ones, if I may differentiate be.

tween the German cartels--those engaged in the manufacture of
nitrates, chemicals, and so forth.

Mr. ALDwiCH. No; I do not think so.
The amount of that particular type of obligation is $24,650,616.
Senator CouzEN-S. You mean that you hold?
Mr. ALiDICH. That we hold, yes, sir.
2. Acceptance credits to German banks, commercial concerns, or industries.

The bankers' acceptances drawn under these credits serve generally the same
purposes as the foregoing. They are not formally secured or guaranteed,
but depend upon the good name of the borrower, $4,071,131. All this, you
understand, is as of December 31.

3. Loans to German banks, commercial concerns, or industries. These loans
are the Joint obligations of German banks and commercial or industrial con-
cerns or are guaranteed by the Gold Discount Bank or the German Govern-
ment% or are collateraled by German securities or bills of exchange, $25,126.842.

I was going to say that those are not originally guaranteed by the
German Government or by the Gold Discount flank, but in connec-
tion with the credit crisis which has arisen in Germany in the last
year, those guarantees have been given, and they are given, of course,
to all the banks all over the world which are in the same position.

Senator CoUzENs. Were those securities on hand at the time they
were guaranteed by the German Government, or did you purchase
them afterwards?

Mr. ALDRICH. These are not securities. These are short-term
credits which, as a rule, revolve. The ordinary short-term credit
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which * involved in a commercial transaction runs from three to
six months, and ordinarily, when the credit of a country is good.
they simply turn over. They are liquidated as commerce goes ahead,
and new bills take their place, new obligations. They are given
usually in connection with an acceptance lien, so called.

Senator COUZENS. Did you have any case where they did not
liquidate themselves?

Mr. ALDRICH. We have had cases; yes.
Senator CoUzENs. When you came in contact with cases where they

did not liquidate themselves, did the German Government then come
along and guarantee them?

Mr. ALDRICH. It never got to that point. It was in connection
with the attempt on the part of the Germans as a whole to prevent
a complete flight of capital from Germany, that the Stillhaltung
agreement was entered into by all the bankers who were engaged in
current commercial transactions with Germany, to remain in there
for a period of time and to grant renewals of these credits, and not
all try to run out of the situation at one time.

In'that connection these guarantees were given by the Gold Dis.
count Bank. They have another bank which all the industries in
Germany formed at the time of the Stillhaltung agreement, which
took up'the guarantees of various obligations, called the Guarantee
and Acceptance Bank.

Senator CouzEs. There is still confusion in my mind with respect
to your statement that these discounts or acceptances were self-
liquidating. It was optional, then, whether you took some more
guarantees that were self-liquidating or not?

Ir. ALDRICH. It was until the Stillhaltung came along. Then we
agreed to continue the same amount of credit, in general, during the
period of the Stillhaltung agreement, and all the other banks all
over the world made the same agreement. In other words, we agreed
that we would not, when a credit ran off and liquidated itself, with-
draw that credit from Germany, but we would permit that to remain,
in there and be paid off again.

Senator CouzENs. By the same industry, in the same bank, or by
another industry in another bank?

Mr. ALDRICH. By the same bank.
Senator CotUzE.Ns. And the same industry?
Mr. ALDRICH. Not necessarily. It might be another drawer. I

can explain that better after I have explained the technique of these
short term credits, if you would like to have me do that, because I
have it all here, showing the actual technique of that operation.

Senator Corrz.N.-s. I can see a difference between one class of
liquidating acceptances and another class of liquidating acceptances,
and I was wondering whether the classification would change with
the guarantee of the German Government.

Mr. ALDRIcM. There are about a half a dozen different classes of
self-liquidating acceptances. They take different forms. I have
that all here, and I would be glad to give it to you..

Senator Kixo. Before you proceed with that, may I ask you a
question? Can you give the aggregate of those guarantees that were
made by those various banks here and throughout the world?



SALE OF FOREIGN BONDS OR SECURITIES 405

Mr. ALDRICH. You mean by the German Government on these
obligations?

Senator Kixo. Yes.
Mr. ALDRICH. I do not believe I could, Senator. In order to do

that I would have to know the aggregate obligations of the banks
in Germany which the German Government guaranteed. Take the
Darmstaedter Bank. I do not know what its total liabilities are.
I might be able to find it, but I do not know off-hand what the total
obligations of the Darmstaedter Bank, which have been guaranteed
by the German Government, are, because they run all over the world.
T lhev run to bankers in every country in Europe.

Senator KimG. Do you Know the aggregate amount which the
banks guaranteed that they would not 'withdraw-these self-liquidat-
ing obligations?

Mr. ALDRICH. The amount under the Stillhaltung agreement at
the present time?

Senator KIxG. No; at the time the Stillhaltung agreement was
entered into, what was the aggregate amount of the obligations due
to the various banks?

Mr. ALDIC'H. You mean American banks?
Senator KING. No; the entire amount. You stated these obliga-

tions were made by banks all over the world.
Mr. Ammicii. Yes.
Senator KI'N. What is the entire amount of the obligations that

were assumed bv all the members of that Stillhaltung agreement?
Mr. ALmmIcm: I can not answer that, question offhand. Mr. Mor-

gan says about $452,000,001) of that was American.
Senator KixG. Yes. I understood that.
Mr. ALDrwMIi. The total was $1,294,000,000.
Senator SmnoRI'mixiE. Have you prepared a statement responsive

to the resolution, giving us the, information which is sought by the
resolution?

Mr. ALnHmnru. Yes, sir.
Senator SHORTmIDG.E. I would like to hear the statement made, and

then have the witness subjected to proper cross-examination.
Mr. ALDmICn. May I finish with this short-term situation? I have

it all here.
Senator SHoaRTHIDGE. Proceed.
Senator Jonssox. You were discussing loans to German banks

and industries?
Mr. AIcDncH These loans are the joint obligations of German

banks and commercial or industrial concerns, or are guaranteed by
the Gold Discount Bank or the German Government, or are col-
lateraled by German securities or bills of exchange-$25,126,842.

4. Loans to German banks. These loans (directly to German banks are not
formally secured, but depend upon the good name of the borrower-1,339,320.

5. Loans ani credits to the German Government and other public bodies.
The largest single item of this classification represents a participation in
the banking credit of 1930 to the German Government. The total of that
item is $13,737,833.

The total of those short-term obligations held by the Chase Na-
tional Bank, head office, is $68,925,748.

In addition to that, the London office holds some short-term
German credits amounting to $1,580,000.
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Senator COUZENS. So, in tOn aggregate, that is just about what the
press has stated, namely, $71,000,000 held by the Chase NationalBank.

Mr. ALDRICH. What the press has stated ?
Senator COUZENS. Yes.
Mr. ALDRICH Yes. I have not quite vet finished with it.
With respect to long-term obligations,'that is, bonds: we carried

them on the books at te market value, to the extent of $607,781, for
the Chase National Bank, head office.

Senator CoUzENs. When you say "at the market," what would
that be below par?

Mr. ALDRICH. I think the par value is $1,Z12.000. It is somewhat
under half, but that is the amount at which we carry them on our
books.

The Chase Securities Co. holds, in German long-term bonds,
$1,118,774, at the market. I do not know what the par amount is.
It is about $2,000,000.

Chase Harris Forbes Corporation holds long-term German bonds
of $44,120.

Senator KING. Is that an affiliate?
Mr. ALDRICH. That is the corporation to which I referred first,

which acquired the issuing business of the Chase Securities Cor-
poration.

Senator KING. I was not here when you first took the stand, and
I did not hear that statement.

Mr. ALDRICH. The Chase Securities Corporation stock is owned
by the stockholders of the bank, and it, in turn, owns the Chase
Harris Forbes Corporation.

The total German commitments of the Chase National Bank, in-
cluding the commitment of the London office, are $71,127,981.

In order to mak.. the record complete, although it has nothing to
do with the bank specifically, I ought to say that we own the stock
of an Edge corporation, a corporation organized under the Edge
law, which is called the Chase Bank, which does business in the
Far East and in Paris. That has short-term commitments--of
course, that has separate capital, and all that sort of thing--of $2,353-
000, and a bond holding of $5,000.

Senator Ki.No. Is the capita! subscribed by the Chase National
Bank?

Mr. ALDRICH. As a matter of fact, the history of the thing is that
it belonged originally to the Equitable Trust Co. A part of its
capital was subscribed by the Chase National Bank, through the
transfer of the Paris office of the Equitable Trust Co. to the Chase
bank: afterward the Equitable Eastern Corporation. the institution
operating offices in the Far East, and the Chase Bank were merged
together. The Chase Bank is an entirely separate institution.

I think it would be of interest, particularly in view of the discus.
sion that took place in the lattr part of M-r. Kahn's testimony, to
notice that 84 per cent of our commercial business is domestic.
Sixteen per cent is foreign, and approximately a third of the foreign
is German.

Senator COuzENs. When you say "business," you mean loans, or
deposits, or what part of the business?
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Mr. ALDRICH. I mean the loans that we make, the commercial
loans we make. Eighty-four per cent of the commercial loans
which the Chase Bank makes are domestic loans.

Senator CouzEm-s. When you make some 16 per cent foreign loans,
do you require a deposit account?

Mr. ALDICI. Yes.
Senator CouzENs. Usually of what per cent of the loan?
Mr. ALDmCH. These acceptance credits, of course, are not loans,

in the sense that we pay out our own money in making them. Wesimply loan our credit. We accept the bills drawn, and if we are
placed in funds to meet these bills, under the agreement., in accord-
ance with the agreement, we never use any of our own money at all.
So far as I know, there is no specific percentage required in deposits
in connection with an acceptance line. I never have seen that hap-
p en, but. of course, we do have substantial deposits from all these
banks, both domestic and foreign, in connection with the business
that we do with them.

Senator COUZEINS. When you talk about 16 per cent foreign busi-
ness, what percentage of that is German or foreign shipments to
America, and what percentage represents American shipments to
foreign countries, do you know?

Mr: ALmDcI. About a third of it is German.
Senator CO'CZEXs. I mean exports and imports. Is it all imports,

or all exports?
Mr. ALDRICH. There, again, I have all this broken down to show

you, but. I can not tell you the percentage of the various kinds of
bills in there.

The gross amount of our German obligations is about 37 per cent
of all our foreign commercial business, and about 31/2 per cent of
our total resources.

Do you care to have me go into detail on the nature of these obli-
gations? I have a very careful analysis of what each one is, in its
technique.

Senator JoH-'so.N. Do you mean by classification?
Mr. ALDRICH. I give instances of transactions, and show exactly

what they are.
Senator JoHiNsoN. Short-term credits?
Mr. ALDRICH. Yes.
Senator JoH.N-so.N. Go ahead.
The CHAIRA.N. Would it take you very long to present it?
Mr. ALDRICH. Perhaps I might give you one, and then you can

ju, e.X1nator, SHORTRIDGE. Give one example.

Mr. ALDRICH. These figures are the commercial credits financed
by the acceptances of which I gave the total a short time ago.

The CHAIR AN. $24,000,000 and something.
Mr. ALDRCH. These credits may be divided into four main groups:
(a) Credits extended to finance exports from the United States to

Germany.
The German buyer of cotton opens through his local bank a credit

in United States dollars in favor of the American shipper. The
German bank under its open credit line available at the American
bank requests the latter to accept drafts drawn by the American

92928-32-v-i 2-8 a
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shipper for the amount of his invoice provided the full shipping
documents accompany the draft.

The American shipper forwards the cotton and negotiates his
draft on the American bank with the shipping documents attached
through his local bank.

Upon presentation at the offices of the bank which has opened
the credit, and the shipping documents being found in order, the
draft is accepted as a rule payable at the expiration of 90 days
and the shipping documents are forwarded to the German hank for
delivery to the German buyer in order that he may obtain title to
the cotton.

The German bank agrees to remit cover to the Ameriean aceept-
ing bank at maturity of the drafts.

The German bank may either hold the cotton in warehouse or
deliver it to the German buyer upon his promise to pay for the
cotton prior to the maturity of the credit in New York or" upon his
delivering security to the German bank.

The Amei "can bank receives in addition to the guarantee of the
German bank to pay at maturity, either the joint obligation of the
customer agreeing to pay in case the bank should, not pay. or the
promissory note of the buyer of the cotton.

That is'the ordinary transaction.
Senator Cor.ZENs. Do you have any obligations of the seller?
Mr. ALDRICH. The seller draws a draft. and. as drawer of tile draft,

he is liable-if there is a default in the payment of the draft.
Senator COUZENS. In other words. if the goods are not accepted,

are not taken up on delivery, the seller is obligated to vo. a, the
drawer of the draft?

Mr. Awnxcn. As the drawer.of the draft lie is obligated to u-.
I have here the cost of that.
The cost of financing such a shipment of cotton is moderate. The

usual commission of the American bank is ene-fourth of 1 per cent
for a period of 90 days. The total cost for the German bank at the
present moment is 41/8 per cent per annum. and for the German
buyer of the cotton 51/8 per cent or more according to the size of the
commission charged by the German bank to its customer.

Do you care to have me go ahead with this?
Senator COUZENS. I am satisfied if Senator Johnsotn is.
Senator JoHNSON-. I have no objection to your not continuing,.
Mr. ALDRICH. There are a number of transactions , of course. They

take varied forms, but they are all done by bill of exchange, and
they are all done by the American bank being the acceptor. and
having the obligation of the German ba ik to put it in funds to* meet
the acceptance at maturity.

Senator Couz&,s. I understand you have no experience in the
selling of any securities such as we" have been discussing here.

Mr. ALDRICH. Personally, no, sir.

Senator SIIORTRIDE. You mean the bank you represent has had
no such experience?

Mr. ALDRICH. Neither I nor the bark.
Senator SHORTRmOu. That is what I wanted to know.
Mr. ALDnIcH. The bank has never sold securities.

I
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Senator SHOITItDGE. When you say - I" you are speaking for the
bank you now represent?

Mr. ALiicH. I thought the Senator was speaking of me per-
sonally, but it is equally true of the bank. It has security affiliates
that have (lone a security flotation business.

I have also here, if it interests you, an analysis of the short-term
debt of Germany, and how it is held in this country. That is
the matter that you were asking Mr. Kahn about. I do not think
Mr. Kahn had the information, but I have.

Senator JoHx.so-.. All right, if you will present it.
Mr. ALDRICH. Would you like to have me read it?
Senator JOHs-soN.. Read it if you will.
Mr. ALDnICH. I have it in connection with the volume of long-

terni bonds.
During the four years from 1925 through 1928 long-term loans

placed in foreign countries for German account were running at
from $300,000,000 to $400,000,000 a year. Somewhat more than half
were lplacedl in the United States . beginning with 1929, the foreign
loans to Germany became less numerous, but soine were important.
The so-called Yovng plan loan of 19,30 amounted to about $300,-
000,000, of which about one-third was placed in this country.

According to the latest figure produced by the German Govern-
ment the total foreign funded debt as of Julv 28, 1931, with a ma-
turity of more than one year from that date, amounts to between
$2,865,000,000 and $2,985,000,000. This includes, besides foreign
issues with a nominal value of $2,050,000,000, mortgage credits,
German internal issues abroad, and various miscellaneous estimated
items. The American share in the total figure can not be stated
exactly, but it appears from the German figures that 55 per cent of
the foreign issues namely, $1,127,000,000, are held in the United
States. This compares fairly closely with the results of a careful
survey published by the Department of Commerce in September,
1931, which covers a somewhat larger field of investments, and pro-
duces the slightly larger total of $1,177,000,000.

As to the German short-dated debt-
Senator Ki-io. The German what?
Mr. ALDRICII. Short-dated debt, short-term debt. This is the

commercial debt. As long ago as the end of 1926 the German banks
owed $830,000,000 at short term abroad. These funds, in the form
of bankers' acceptances were financing German imports and exports,
and in these and other forms were performing other services in-
cluding the financing of internal commerce. By the end of 1929 the
short-term foreign debt of the German banks had risen to more
than $2,000,000,000. Thereafter it began to go down. By the
spring and early summer of 1931 the decline was precipitate, due
to rapid withdrawals by foreign lenders during the acute period of
the crisis.

According to the official census taken by the German Government,
the amount outstanding on July 28, 193i. was about $1.294,000,000.
By now there has been a further reduction of from 10 to 15) per
cent, to a total below $1,050,000,000. These progressive reductions
have brought the foreign short-dated debt of the German banks
back to about where it stood in the early part of 1927.
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The American share in these debts of German banks amounted to
about $520,000,000 last July and to about $450,000,000 now. This
is the short-term coinmercil debt.

The British share is about two-thirds as much as ours, and since
it is denominated chiefly in sterling, its gold value has declined, in
addition to the repaymnents effected, in proportion to the decline in
sterling.

In addition to the short-dated commercial debt the Reichsbank has
a debt of about $100.000.000 to foreign central banks and the Gold
Discount Bank, which is owned by the Reichsbank and its stock-
holders, owes $50,000,000 to a group of American banks. Both of
these loans were for the purpose of providing reserves against the
German currency.

Senator JoH.SON'. What was that?
Mr. ALDRICH. For the purpose of providing reserves against the

German currency. to reestablish their gold.
Senator JOHN SO'N. Who has those loans?
Mr. ALDRICH. The $50.000.000?
S senator Jouxsox. Yes.
Mr. ALDRICH. More or less the same group of banks that hold the

short-term credits. German States, cities, and other governmental
units owed abroad on July 28 lasi $71.000,000. now somewhat re-
duced. In addition the German Government owes $125,000,000 to a
group of foreign banks, which amount is not due until next fall, in
which the American participation is somewhat over 60 per cent.

Outside of the foregoing, and very widely distributed, is a figure in
the German census return, which is still provisional and contains
duplications and offsets amounting to $1,240,000,000. We believe
that that amount, if it were shorn of duplications and offsets, would
probably be not more than $300,000,000.

That is the amount that has been discussed here, as amount which
is the interindustry debt, as distinguished from bank debt-the
short-term industrial debt.

We have in the foregoing a total short-dated foreign debt, as it
stands at present. of about $1.700,000,000 in round figures of which
the American share would be between $600,000,000 and $700,000,000.

As I stated before. our information is that the short-term com-
mercial debt is held by about 100 American banks.

In addition to these items there is a third class of American inter-
ests in Germany, which is referred in the Government census and
covers the foreign holdings of shares, real estate, and other values
in Germany, which amounted, on July 28. 1931, to somewhere be-
tween $1,072,000,000 and $1.310.000,000.

Senator CouzENs. Have you any idea how many citizens that is
divided among?

Mr. ALDRICH. No. We have no estimate as to the American share
in that, except that the Department of Commerce estimates that at
the end of 1930 Americans had direct investments of that general
classification amounting to $243,000,000.

Senator JOHNSON. With respect to the 100 banks that you refer to,
that have the particular portion that you have indicated, are they
located mainly in New Youk?
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Mr. ALDRICH. My information is that, in amount, about two-thirds
in amount is held in New York and that about 40 per cent of the
banks are in New York. I think that is correct.

Then, to summarize this, and adding together those figures I have
just given you, the American participation in German debt is as
follows:

In the long-term debt, as given by the Department of Commerce,
$1,177,000,000.

Then, second, a figure for the short-dated debt, based on the Ger-
man Government report and confirmed from American sources, ap-
proximately $700,000,000.

Third, the figure for direct investments given by the Department
of Commerce, of $243,000,000, or a total amount of $2,120,000,000.

The short-term commitments to the American banks, as I have
stated before, are somewhere in the vicinity of $650,000,000.

Senator JOHNSON. You have stated that you are interested to the
extent of about $71,000,000 in those short-term credits. What,
among the banks, may be interested to any considerable extent, can
you state?

Mr. ALDRICH. Senator, I would not like to state the commitments
of any other bank. I can state this to you, that before I came down
here I went and talked to a number of the heads of the big banking
institutions in New York and told them that I thought it was very
important that I should come here and state specifically the commit-
ments of the Chase National Bank; that the question had come up
in the hearing, and that you and Senator Gore, I think it was, had
saidl-and I agreed with you absolutely-that it was very important
to have these figures brought out. All these presidents saidto me
that they thought it was important that they should be brought out.
I cai, say this, that there is not any bank in New York that I know
of that would not be very glad to give you the figures if you asked
for them.

Senator JOHNSON. Can you not state approximately, then, inas-
much as they do not object, what institutions in New York City, in
addition to yours, have the short-term German credits?

Mr. ALDRICH. In the first place. I do not really know the answer.
I know approximately the answer.

Senator JOHnsONs. That is all I am asking you.
Mr. ALDRICH. I am sorry, Senator. I do not think I ought to

<1o that.
Senator JOHNSON. Can you not tell some other banks that hold

them?
Mr. ALDRICH. I would not like to do that.
Seinqtor CouzExs. Can you tell us the banks with whom you con-

ferred?
Mr. ALDRICH. I would not like to do that either, Senator. I do

not think it is a proper thing for me to discuss the obligations of
other banks. I do not think you will have any difficulty in get-
ting it.

Senator CouzENs. I do not ask you to discuss their obligations.
Mr. ALDIICH. [ can say this, Senator. that I do not believe there

are any of the larger financial institutions in New York, Chicago,
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Boston, or St. Louis, who do an international business at all, that
have not got some of these German obligations.

Senator KIxo. Let me ask you one question right there. You are
acquainted, of course with the investment trusts which have been
doing a good deal o business in the last few years, without any
particular supervision-at least none by the Federal Government.

Mr. ALDRICH. Yes.
Senator KING. Do you know whether they ho1( any of these

German obligations, long or short? When i say % German obli-
gations," I mean of states, provinces, cities, municipalities, railroads,
or private individuals, and corporations.

Mr. ALDRICH. I do not know that, except from reading the port-
folios in the paper. But I have seen that they have them.Senator KiNo. So that the figures which you have given, then,
Mr. Aldrich, do not embrace any obligations which these invest-
ment trusts may hold?

Mr. ALDRICH. I think they embrace oil the German obligations
that are held in this country. Therefore I think they would include
the holdings of those institutions, but I have no means of breaking
the total down.

Senator SHORTRIDOE. I understand you to say that you have i1o
objection to giving us full information touching the holdings of
the bank you rel)resent.

Mr. ALDnICH. I have just done it.
Senator SHORTRIDGE. Exactly. But you hesitate to speak of or

concerning other banks, is that the idea?
Mr. ALDRICH. I do not think I have any right to think of what

other banks hold at all.
Senator SHORTRIDOE. I merely wanted to understand what you

said.
Mr. ALDRICH. In the first place, it would simply be gossip.
Senator CouzEvs. I can not see any objection to stating the banks

you conferred with, because we might be able to get them down here
to tell us about it.

Mr. ALDRICH. I think, if you got any large bank down here,
you would find they had German obligations.

Senator CoUziENS. So, we might take the banking list, and sub.
pona them all if necessary.
Mr. ALDRICH. Yes, sir; or anywhere else, for that matter.
Senator JoHxsOx. Perhaps I misunderstood you, Mr. Aldrich.

If I did, please correct me. I understood you had conferred with
various bankers in New York before you came down.

Mr. ALDRICH. Yes.
Senator JOHNsoN. And that they agreed thoroughly with you

that there should be a full disclosure of the short-term credits held
by the banks in this country.

Mr. ALDRICH. Yes.
Senator JoHNSO.x. That is correct, isn't it?
Mr. ALDRICH. Yes.
Senator JoTiNso.N. And in pursuance of that you have come here

and inade your full disclosure of your holdings?
Mr. ALDRICH. That is right.
Senator JOHN oSo. All right. I can not, for the life of me, see

any reason why, if those gentlemen spoke in good faith to you,
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you should have any hesitancy in saying with whom you talked,
and who held these particular obligations.

Mr. ALDRICH. Simply because I do not want to discuss the obliga-
tions held by other banks.

Senator JOHNSON. I do not want you to discuss them, and I am
not asking you the amount. I ask you what banks hold these short-
term obligations which become, I think, of very great importance in
this particular crisis that confronts us abroad.

Mr. ALDRICH. All I can say to that. Senator. is that I am sure
that they will all be very glad to come down here and testify.

Senator JohNsoN. I lave not any doubt about that at alf. They
are all very kind, and they are all very good, and they are all received
with the utmost courtesy, as I trust they always will be, but I am
atterlv unable to understand the distinction that you draw. I do
not wish to press you on if you (to not care to Say.

Mr. ALDRICH. I feel very strongly about it.
Senator JOHNSON. You'feel very strongly about it
Mr. ALDRICH. That I should not talk about other banks.
Senator JOHNSON. All right.
Senator Kixo. Mr. Aldrich. I have seen statements quite recently

that the obligations due American banks and investment companies,
corporations, and individuals by Germany-and when I say
"Germany," I mean the Government, the Province, the municipali-
ties, the railroads, corporations, and private individuals-exceed
$4,000,000000. Have you made sufficient investigation to determine
whether those figures are accurate?

Mr. ADRICH. I -hould say that they are certainly not.
Senator King. You think that they are-

r. ALDRICH. I think I have given you the correct figures.
Senator KiNo. Do you know what the basis of those claims is,

that they exceed $4,000,000.000?
Mr. ALDRICH. No; I do not.
Senator KING. Have the banks here, before making the loans,

attempted to ascertain the domestic obligations of Germany, and her
obligations to Great Britain, France, Holland, Switzerland, and
other European countries?

Mr. ALDRICH. I should say not. I should say that in granting
a line of credit to a German bank, what you do is to look at the
statement of the German bank, and that you would not go any fur-
ther than that.

Senator KING. I do not want to repeat, but in order that I may
not misunderstand you, the American bankers have loaned to Ger-
many. or loaned in Germany, whether to the Government or to
municipalities, corporations, or individuals, very large sums without
knowing just what the obligations of Germanly, including the or-
ganizations to which I have referred, were to their own citizens?

Mr. ALDRICH. I think that is probably true.
Senator KING. Do you know what the obligations of Germany

are to her own citizens ?
Mr. ALDRICH. No, sir.
Senator CouzENs. Is there anything more, Mr. Chairman?
Senator JOHNSON. Wait just a moment. Do you know, Mr. Ald-

rich, whether the Chase Securities Corporation disposed of any
foreign obligations in this country?
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Mr. ALDRICH. Yes. I have a complete statement of all that.
Senator JOHNSON. There is much more to it, you see.
Senator COUZENS. I understood somebody else was coming down

to testify for them. Is that true?
Mr. ALDRICH. I am perfectly willing to go ahead with this.
Senator JOHNSON. Do you know whether Harris, Forbes & Co.

disposed of any German securities in this country?
Mr. ALDRICI. Yes; they did.
Senator JOHNSON. A very large amount of them, didn't they?
Mr. ALDRICH. Yes; I have them right here.
Senator JOHNSO,. You have all those there?
Mr. ALDRICH. Yes.
Senator JOHNsON. Have you the dates?
Mr. ALDRICH. Yes.
Senator JOHNSON. The amounts?
Mr. ALDRICH. Yes.
Senator JoHNS4oN. And the profit?
Mr. ALDRICH. Yes.
Senator JoHSO.-. That is all in the statement?
Mr. ALDRICH. That is all here.
Senator JOHNSON. And by virtue of the fact that you are presi.

,dent, now, of the Chase National Bank, with the merger that has
been made, you are prepared to testify in detail to the facts?

Mr. ALDRICH. I am prepared to testify in detail as to the facts.
I am not personally prepared to testify'as to how they did it. or
why they did it, or anything of that sort.

Senator JOHNSON. Who, from Harris, Forbes & Co., then, which
has become a part of your institution, would be the appropriate
one to testify from his knowledge, or from k iowledge of the facts?

MAir. ALDRICH. Mr. Addinsell is president of the Chase, Harris,
Forbes Corporat ; or Mr. Granberry. I am very glad to go ahead
with this and giv! you all the information.

Senator JOHNSON'. The reason I asked you was because your evi-
dence, apparently, had closed, and I have a statement before me
showing that Harris, Forbes & Co. disposed of $142,148,500 of
German securities alone.

Mr. ALDRICH. I did not consider that the evidence of the insti-
tution was closed, or my own, either, for that matter.

Senator JOHNSON. That is all right. I am not complaining about
that.

Mr. ALDRICH. I have it all here.
Senator JoHNSON. I have a note, as well. with respect to an issue

of $20,000,000, 51/: per cent bonds of the Commerznnd Privat Bank,
with the Chase Securities Corporation.

Mr. ALDRICH. That is correct.
Senatof KINo. Was the former correct?
Senator JOHNSON. Was the former correct? I am speaking only

of German securities, now-Harris, Forbes & Co.. $142,148,500.
Mr. ALDRICH. The principal amount is $159,000,000.
Senator JOHNSON. Iwas $17,000,000 off.
Mr. ALDRICH. It may be that of that, $24,260,000 has been retired.
Senator JoHNsoN. That is among the possibilities. These loans

relate to the Free State of Prussia, the city of Duisburg, the city of
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Munich. German Savings Bank and Clearing institutions, the Provin-
cial Bank of Westphalia, the East Prussia Electric Power, and the
like-other loans of that character or bonds of that character that
have been floated in this country. If I read you a list of them, will
you correct me?

Mr. Awnicu. Might I read you the list I have?
Senator JoHNsox. Read yolr list, and I will check'with mine.
Mr. ALDRICH. These are the foreign bend issues in which Harris,

Forbes & Co. had participation.
Senator JOHNSON. Yes.
Mr. ALDRICH. In the origination and/or management, with

Germany:
City of Duisburg, 7 per cent serial bonds, dated November 1, 1925, due Novem-

ber 1, 1126-1945; principal amount $3,000.000; amount outstanding $2,000,000;
purpose (if issue, public works and improvements.

%'enator JoHNSO.%. I had $2.250,000. I was $100,000 out of the
waV.

Mr. AlDRicH. These figures as to the amount outstanding are as of
December 15.

Senator JiOHxSON-;. That is 7 per cent.
MIr. Aimtiiwi. Seven per cent serial bond.
Senator Ko. Mr. Aldrich, just speak a little louder.
Senator Soirn'ritmor. Why not put the whole statement in?
Senator JohNsoN. We will put the whole statement in, but I am

gaing through it subsequently if the committee will permit me.
Mr. ALD~RICH. I have a copy for each Senator. Would you like

to have it read now?
Senator JOHNSON. Suit yourself; then we will go through it sub-

se(llently.
Senator SHORTRIDGE. Let us do that to-morrow, after you have

checked them over.
Senator JOHNsoN. That is satisfactory to me. I will be able to.

save time.
For the record, Mr. Aldrich, does this statement you have l)resented

show the profit made by Harris, Forbes & Co.?
Mr. ALDRICH. Yes, sir; it shows the gross profit.
Senator JOHNSON. It shows the gross profit?
Mr. ALDRICH. Yes.
Senator Jo.-SoN. Does it then show their specific and particular

profit
Mfr. ALDRICH. It shows their specific and particular gross profit.
Senator JOHNsON. Thank you. All right, sir. I will be very glad

to go through this, and I will take only a little time with you in the
morning. Let me call your attention to this one: Commerz und
Privat, 51/2 per cent bonds. $20.000.000, Chase Securities Corporation.

Mr. ALDRICH. $20,000,000p?
Senator JOHXsON. That is right. What was the profit on that,

unless it is in this list?
Mr. ALDRICH. It is in the list.
Senator JoHnSON. Then I will not ask you, and not trouble

about it.
The CHAIRMAN. Mr. Aldrich, I want to ask you just one question.

If the Chase Securities Corporation undertook to loan to Germany,
or any other country, we will say, $49,',000,000, or any other amount,
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and you then have affiliates to take part of that loan, do you require
security from those who are affiliated with you?

Mr. ALDRICH. I do not think I understand the question.
The CHAIRMAX. In other words, take the whole loan, $40,000,000,

say. There are other banks that are affiliated with you, which take,
perhaps, half of that amount. If they take half that amount, do
you require aiy security from those who affiliate with you in that
loan?

Mr. ALDRICH. That is exactly the same situation that has been
described by Mr. Lamont and Mr. Kahn, as to the manner in which
securities are issued. There would be an originating group, an
underwriting syndicate, and a distributing group, and it is exactly
the same situation they described in detail.

The CHAIRMAN. You would carry on your loans exactly the same
as they are carried on by the National City Bank?

Mr. ALDRICH. The Chase Securities Corporation would. That is
not the Chase National Bank.

The CHAIRMAN. I said the Chase Securities Corporation.
Mr. ALDRICH. Yes, sir.
Senator KING. There could be no impropriety in giving to the

press this statement concerning which you have testified?
Mr. ALDRICH. You mean the securities statement?
Senator KINo. Yes.
The CHAIRMAN. I would not want to give the press anything that

has not been presented to the committee.
Senator Couz ENs. It has all been presented to the committee. and

went in the record while you were out.
Senator JohNsoN. I have it before me. afid am to go through it

to-night and at a subsequent time take it up in detail with the
witness.

Senator KIm,. I would like to ask just one question before we
adjourn. Has your bank, or any other of the banks in the United
States, used its influence with the administration or otherwise, to
give a preferred standing to the private indebtedness over the
reparations?

Mr. ALDRICH. Naturally I can only answer for our own bank. but
the answer is absolutely not.

Senator KING. Were you interested in trying to secure a nibra-
torium?

Mr. ALDRICH. NO. We (lid not know that the moratorium was
going to happen. Senator King.

Senator KING. But you have not attempted to secure iny pref-
erence for the private creditors over the reparations?

Mr. ALDRICH. No. So far as I am concerned personally, I think
that is a matter on which Congress has stated its position, and I
think it would not be proper for us to try to do it.

Senator KING4. One other question. I understood you a moment
ago to state that you just looked at the statement of the bank and
then made the loan-I am abbreviating your statement.

Mr. ALDRICH. It is not really a loan. Ift is an acceptance credit.
Senator KINo. I am speaking of loans and acceptance credits too.

Do you think that was quite fair-and I do not mean to imply that
it was not-for the American bankers and those who loaned money
to Germany, to make those stupendous loans without making full
inquiry as to the solvency of the railroads, the States, the munici.

a
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palities, and the corporations and trying to ascertain what their
obligations were domestically?

Mir. ALDRICH. Senator, I have been a banker only for about two
years. One of the things I have been very much interested in in the
las year is to see the cooperation that is in existence now to ascer-
tain the facts as to the economy of a country to which the banks
are making loans.

Senator KI.No. I think that is very wise.
Mr. ALDRIcii. I think it is a very constructive thing.
Senator KiNG. You mean to ascertain the economic condition?
Mr. ALDRICH. And to discuss with each other the general economic

conditions of a country before the various banks make their com-
mittments in that country. Obviously, in the past the banks have
competed with each other in making'these loans. and the banking
houses as well, without cooperation- and without consultation. I
think that has been a very harmful thing, because it has led to over-
loaning. -But I hope that that is a thing that is very much in the
past.

The Cm[AIR3m1Rx. There was never a loan made but what every
other bank in New York knew it was to be made, or was o'1 the way
to be consummate(].

Mir. ALDIICII. I think that is true.
Senator SnORmFmix. Mr. Aldrich, you will note the question of

Senator King. le asked you if you had sought to give a superior
status to )rivate loans, over reparations demands. We make no
claim as to iparations. )o you know of any effort made by your
institution or others to put these private claiims-I will call them-
or loans, above the government debt to us, the government debt of
Germany, or of France, or of England, Italy, Belgium? I refer
to Government debt pure and simple, not reparations.

Mr. A.LnRIE. The same answer would apply. As a matter of fact.
I understand the question to apply to Governmuent debt. I did not
get the fact that it applied to reparations.

Senator SHORTHIME. But the Senator did make use of the word
"reparations" in several questions.

Mr. ALDRICH. I overlooked that. The answer to the question was
in my mind, whether we had attempted to have the private debt
have priority over the Government debt.

Senator SIORTRIME. That is what I wanted to develop.
Mr. ALDICH. I misunderstood him. The answer is, no, I have

not.
The CHAIRMAN. The committee will stand adjourned until 10

o'clock to-morrow morning.
Senator JoHNsON. Mr. Chairman, I was going to suggest, out of

consideration for the witness. that perhaps he could be excused for
to-morrow, and come back the day after. He told me that he had
some sickness in his family, and inasmuch as we have somebody else
to go ahead with to-morrow that will take the day, may lie not see
to is private affairs and return the subsequent day or the clay after
that? That is simply out of consideration for Mr. Aldrich.'

r. ALDRICH. That is very kind of you, Senator. I think as a
matter of fact, now that I have this in the record, it might be more
helpful to you to have some of the men who are actually in those
securities companies testify, when you go over it.
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Senator JOHNSON. I want anybody who can respond to questions
concerning it.

Mr. ALDRICH. I have no personal knowledge of this situation at all.
The CHAIRMAN. I can not hear what you are saying.
Senator JohNso.. He was saying that he had no personal knowl-

edge of this situation, and that he would send somebody else, some
appropriate individual from Harris, Forbes & Co. and the Chase
Securities Co. who could testify from personal knowledge of the
situation.

Mr. ALnICH. I would be very glad to come hack myself. Senator.
but the fact is that all these German issues of Harris, Forbes & Co.
were issued before they were bought by the Chase Securities Co., and
all the issues by chasee Securities Co. were prior to any connection
of mine with the bank. While I would be very glad to come and
testify, and it may be that you will prefer to have me, the inforina-
tion that I could give you would be only information that we have
from the records, or information that was given to me by the officers
of those organizations who were connected with the actual trans-
actions.

The ChA IRMA-N. Would you suggest, then, who should come here
to answer those questions? V

Mr. ALDRICH. Either Mr. Granberry or Mr. Addinsell of tie
Chase-Harris-Forbes organization.

I will either be here myself. Senator, or I will have some one here
who can testify from personal knowledge of all these transactions.

The CHAIRMAN. By to-mrrow or the next day?
Mr. ALDRICH. I an perfectly willing to stay on.
The CHAIR1MAN. You can stit yourself about that. If you desire

to go we will excuse you now.
Mr. ALDRici. That'is very kind of you.
The CHAIRMAN. And wvi may expect somebody to be here to-

morrow?
Mr. ALDRICH. I will be here myself if I can not get some one else.
The CHAIRMAN. With that understanding, that is satisfactory.
Senator JOHNSON. Mr. Chairman, before we adjourn I would like

to say this.
Mr. Kahn, may I hand you the Congressional Record, where you

will observe Congressman 'LaGuardia put various tables in the Rec-
ord. You were going to look at that for me and see whether or not
you could check up on it and say whether it was accurate.

Mr. KAHN. Y u would like to have me write you on the subject?
Senator JoH.,soNx. At your convenience, as soon as possible, so

that it may go into the record as quickly as it can. I am interested
in the statement of quotations this year, as well as in the statement
of sales, and the like.

Mr. KAHN. I will be glad to do that.
The CHAIR.MAN. The committee will stand adjourned until 10,

o'clock to-morrow morning.
(Whereupon. at 5 o'clock p. in., the committee adjourned until to-

morrow, Tuesday, January 5, 1932, at 10 o'clock a. m.)

FOREIGN BOND ISSUES OF CHASE SECURITIES CORPORATION, THE
EQUITAiLE TRUST ('O., AND HARRIS, FORBES & Co.

(NomE.-All profits given in the following pages are gross profits.)
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Summary of foreign bond issues in which Chase Securities Corporation, Equitable Trust Co., and Harris, Forbes & Co. participated in the
origination and/or management and participated under management of others

Chase Securities Corporation:
Canada ....................................................
Latin America .............................................
Germany ...................................................
Other European ------------------------------------------.
MJiscellaneous ----------------------------------------------

Total
Equitable Trust Co.:

C anada ----------------------------------------------------
Latin America .............................................
G erm any ---------------------------------------------------
o ther European --------------------------------------------
Miscellaneous ..............................................

T o ta l .. . ............... .... ...... . . . . ..--
Harris, Forbes & Co.:
Canada Ameri. .Latin A m erica ..... .......................................--

G erm any ----------.-.-------------- ..--------------- .....--
Other European .....................................
Miscellaneous ....................................... "

'Total
Grand total ..............................................

C anada ---------------------------------------------------
Latin America ...............................................
G erm any ----------------------------------------..
E urope ---------------------------------- ... ... ...Miscellaneous ..................................................

Originated andfor managed (921-1930)

Principal
amount

$52 6200,000
452,732,000
39,400,000
4.5W000

Retired Gross
profit

Participations with others (1917-1931)

Principal
amount

Participa-
tions

Gro
profit

I - i I .1

$16, 400, 000
245.000,1(0

13,520,000
146,500

$727,000
1,504,000

181,000
17,00

$130,1i22. 500
138,4-N%000
4W%,900, 000
200,000,008)

$20.044,582
14;,871, 21
84,971,458
18,687,500

S$479,823
258977

1,203,383
195,848

Total principal
amount our
originations

and participa-
tions with

others

$526, 200,000
58 854.500
177, 650,7000
410,400,000
200,000,000

Total gross
profits

$727,000
1,983823

439,977
1,220,383

195,848

1. 02832vOO 421,064600 2,429,000 874.272.5 , 2,138,01 1.897, 104,500 4,57,631

376,200,0 16Z 0, 000 270,0 --------------------------------------- 37k 20DO 270,0
3.000,000 3,oo0,000 120,000 431.472,000 56.351.031 1 , 1, 52 434,472,ODD 1,11,528

50,000,000 25,5K.000 295,090 169,500.000 25,43%428 327,887 219. M0,000 22, 887
"'"---------------- - - - - 57, 0,0 8, 36. 0% M,157, .57. 000.000 128,157

'",ii .2 ....10--------- ------------------------- 50,000,000 '49,000

4-M,2W0.000 193%189,500 b534,000 157', 972,000 90, 148, 125 1, 527, 572 1, 137, 172, 000 2,361,572

5,943,000 1.5W6, 500 97,000 405, 111,5W0 274,184,054 6h80,1%8 411, 054, 5 W 7a.9%8
159. 700,000 24.2,.o0 1.379.000 491. 750. 000 65.210.000 1. 152994 t5t.450,000 2. .53194

-.. ---------.. 1, 52M0. . O 000 W 074, 200 1,443, 78; 1,520 000, 000 1,443,781
.... 00 720,000 262,000 W.1,39,0 0 49,801,50 940,077 7,80.390,000 1, 202,0o

174,643,000 24486,500 1,738,00 3,188,251,50 202,260.754 4,217,825 3,362,894,500 5,955,825
......... .............................................................. 5,084.749.000 12,8, 428

526, 200, 000 162,400. 000 997,0001 ............................ .............................
461,675,000 24,506,500 1,721,000 712 234.000 109,59.667 2,232,319 ----------------.............
249,100,000 I 40,780,000 1, 855, 000 531, 750, 000 107.511I,8 1,739,858

4:500.000 1 146,50 17.0 f1,818,900.000 153,41 24 2,775,326 . .....................59, OD000 3,003,500 411,000 721,390,000 68,489,0OD 1,135,925 ....................

ALM ---------------------------------------------------- 1 1,300,475,0001 478,342,6 j 5,001,000 113,784,274,000

IAfte elimination, of duplications,

438,992,669 7,883.428 -------- .----.



Number of issues

Originated Partici
pated

'lisse Securities Corporation ------------------------------------------------- - 38 5
Equitable Trust Co -...................................... 14 36Harris, Forbes & Co ------------------------------------------------------------ 20 91

Total ------------------......... 72 181

Canadian Government and Canadian National Railway issues in which Chase Securities Corporation-Eenitable Trust (o. participaed in the
origination and/or management

Issue

Dominion of Canada 1-year 4
peent notes, Sept. 15,1924-•et.15, 19M5.

Dominion of Canada I-year 4
cent notes, Sept. !, 1925-

Dominion of Canada 4 per
cent bonds, Feb. 1,, 1926-
Feb. 1, 1936.

'Retired.
a Flat.

Pliucipal
amount

$9D.000, 000

70.000.000

40.000,000

Amount out-'
3tanding Dec. Purpmse of

15,1031

(') Retirement of
treasury hills.

(1)

$40,000,000

Payment, in partnotes, mnatuiring
1925.

Refunding of l-y
maturing Sept.

issue Interest in original group Our partici-pat iou

Chase Securities Corporation, $21.168,000
maturing 23.52 per cent.

Blair & Co., 23.52 per cent ----------
Equitable Trust Co., 23.52 per 21.ICA,000

cent.
Others, 29.45 per cent ......... - -..............
Chase Securities Corporation, 15,449,000

V-07 per cent.
Blair & Co. (Inc.), 22.07 per cent.......

of 1-year Equitable Trust Co., 22.07 per i5, 4490
Sept. 15, cent.

Cassatt & Co, 7.36 per cent ............
First National Corporation...........

Boston, 3 per cent.
Others, 23.43 per cent ................
Chase Securities Corporation, 8,407.100

21 per cent.
notes Blai & Co. (Inc.), 21 per cent...........it 19M Equitable Trust Co.,21 percent. 8,407,500Cassatt & Co., 7 ---- -en-.....

First National Corporation ..............
Boston, 3 per cent.

Others, 27 per cent ..............I ............

Purchase Offering Gros i'r....
price price spread

Per cent
9W16 100 $ 38,000

---------- 2 -- - --- 1--- - K 000

---- --- - - ---- -------- 16.000

98y, 1.I0~ 72,000

.. .......... ---0
.-- -- -- --------
.-------- -------- -------- ; --....

----- ----------- -- -- -.. ... . --.... .. --.. ... ..



Canadian Gorernrnent and Canadian National Railway issues in which Chase Securities Corporation -Equ itable Triust Co. parliipce/ in Ihe
originalion and/or management-Continued

Pinp Amount out.I.mue i PrincipalI lnigDcIssue ~ standing Dcc.
amount 1931

Dominion of Canada. 4 per' $100.000.000 $100.000,000
cent bonL% Oct. 1, 11930-Ot.
I, 1160.

Canadian National Railways
4 per cent bonds, July 1,
1927-July 1. 19.57.

Canadian National Railways.
4 per cent bonds, Dec. 1,
1928-Dec. 1, 1968.

Canadian National Railwal
5 per cent serial trust certlfi-.1
cates, series "K". May,I
1929-May 1, 1930-1944.

MO5 000, 000

5. 00,000

18, 0 0, 0

SFlat.

6, 000. 0o

3,. O0, 000

15,600,000

I
Purpose of issue Interest in original group

11Chase Securities Corporation,
1 46.67 per cent.

Refunding of retiring loans Bancamerica-Blair Corporation,
aefndi fo generng loas5 j 29.83 per cent.and for general purposes First National Old Colony Cor-
of poratlon. 10 per cent.

Cassatt & Co., 7.50 per cent ----
Harris, Forbes & Co., 6 per cent.
'Chase Securities Corporation,

To meet capital and other i .35 per cent.
expenditures: refunding of Blair & Co. (Inc.), 11.40 jier cent.
notes maturing July 1, Equitable Trust Co., 11.35 pernote matringJuly1, Icent.

1927, and for branch line Flr.t National Corporation,and terminal construction. Boston, 1.10 per cent.

lOthers, 64.80 per cent -----------
Chase Seurities Corporation,

12.7 per cent.
For branch line construe- Blair & Co. (Inc.), 12.7 per cent.

tion, additions, better- Equitable Trust Co., 12.7 per
ments and other corpo- cent.
rate purposes. First National Corporation,

Boston. 4.2 per cent.
Others, 57.7 ...................
Chae Securities Corporation,

15.95 per cent.
Blair & Co. (Inc.), 15.95 per cent.
Equitable Trust Co., 15.95 per

Purchase of railway equip- cent.
Wood, Grundy & Co., 15.95 per

ment. cent.
First National Corporation,

Boston, 10.0 per cent.
Other, 26.2 per cent...........

Our partici- Purchase Offering iros Prfit
pation price price spread

Per Cent
$1,3 s66j,7 9a.64.1 95!4 1.69 $376,000

4,43-,-0---------- -- -------------

70---------------- ---------- 100I-

-...... ----- - -----........ ......... .........

. 03i oO i ----------- --------- -------- 3.% XX

--- -- -- -- ......... I.. .. ---------

--------------IIII ---------- --------- ------- ---

2,875,0010 97. Or, 9S.35 1.29 18,0

Z 2 87/5, 000 ---------- --.. .. .. .. .. ..-- 5,

-- ---- --.. . . . . . .. . . . . . . ............ -- --- --------- .
.............. ..........-- .......... -- -- - ----------....



Canadian Government and Canadian National Railway issues in which Chase Securities Corporation-Equitable Trust Co participated in the ,
origination and/or management-Continued Wt~o

Principal Amount out-
ssue I standing Dec. Purpose of issue Interest in original group Our partici- Purchase Offering Gro

amount 15, 1931 patron price price spread Profit

Per centlChas Securities Corporation,' $8,361,833 96.53 96% 1.97 I w
15.20 per cent.

Canadian National Railways) Additions and betterment, anerion-Bti.r, 15.20 per ....
5 per cent bonds, Oct. 1 M MO. Mo $ 00, 0o0 acquisition of new nes, Equitable Trust Co., 15.20 per 8,361,833 - - - 55,01929-Oct. I, 1i. 1j and refunding of tempor- • nt8,361,833-----------------,---

ary loans. First National Cotporation ---------- ------------------------Boston, 5.W per cent. '.
1Others, 49.32 per cent ------------ - --------- .---------- ---- ---------- 0
Chase Securities Corporation, 750,720 99.17 100 .83 07,00 W

23.4 per cent. IVCanadian National Railways Banamerica-BlairCorporation,- ..... -------------------- ----------
5 per cent bonds, Oct. 1, 23.4 per cent.
1929-Oct. 1, 1969 (additional 3.200,000 3,200,000 (As above.) ....----------- E quotable Trust Co., 23.46 per 750 720 -------- -- - 7,00Issue of above), cent.

First rational Corporation -..... ...------ ---------- ----- --------- --------- W
Boston. 7.82 per cent. 0

i/Retuement o maturing oh- rChase Securities Corporation, 11,W0,000 97.31 9 . f-i . .729-9 1ZCanadian National Railways, 'r t an Ob- 236 per cent.4, per ce 5%000.000 50, 00 0, aona Bancamerica-Blair Corporation - ------------- -------------------- -------- --------- 0 01IW0-Junoe 15,1955. j loans, and for construction 15.47 per cent. 0and general betterments. lOthers, 61.17 per cent------------------ --------

Summary

IProfitsMPrincipal Amount U2 .ount rrtirtdamount outtandiig Ou 'i hasesecities Equitable trust
.. .. . ~~~~~~~~~corporation__._ utbl__e ri__

Dominion of Canada --------------------------------------------------------------------------- $30000.0,0G) $140,00.00 $160,(0)0.000 $502,000 $126,000Canadian National railways --------------------------------------------------- 200, 000 ,SW0O151 2.400.0W 25, 00 144, O0
Tot-l -------------------------------------------------------------------------- 526,20D, 000- 36;3.h010,180 16Z400,11r)1  727,000 270.000

f United States. 'Canada.



Foreign bond issues in which Chase Securities Corporation had a participation in the origination and/or management

Issue

Latin Awmc

Argentine Government 2-year
7 per cent notes, Oct. 1,1921-

L Oct 1,19M3.

Argentine Government 5-year
7 per cent bonds, Feb. 1,1922-
Feb. 1, 1927.

Argentine Government 6-
month 6 per cent notes,
Sept. 1, 1923-Mar. 1, 1924.

Argentine Government 6 per
cent sinking fund gold bonds
"A," Sept. 1, 1923-Sept. 1,
1957.

Argentine Government 6-
month, 534 per cent notes,
Feb. 25, 1924-Aug. 25, 1924.

40,480,000

20,000,000

Argentine Government 5% 10,000,00
per cent treasury notes, June
16,1924-June 16, 1925.

Argentine Governzment 6- 20,0.000
month notes, Aug. 25, 1924-
Feb. 25,1925.

Argentine Government 6- 5,W00000
month 4 per cent notes,
Sept. 1,1924-Mar. 1,1925.

Argentine Government 6 per 30,000,00
cent sinking fund bonds
"B." Dec. 1, 1924-Dec. 1,
1958.

Retired.

$35, 759,500

(I)

(1)

27,50000

Principal noout out-
.... 15,1931

1 $50,000,000 )

27,000%000 )

55,000,0 (1)

Purpose of issue Interest in original group Our partici- Purchase Offering i ross
pation price pilce spread

$I5~~ Per entd

To pay Bank or Argentine percent.N don fr adv eBlidr & Co. (Inc.), 30 per cen--atofoadances made Diln ...ead-----

i ----I--------- ---------co,6eatiI:II...... ................

(lWhite, Weld & Co.. 10 per cent.-------- ---------------
For repayment of floaing Chase Securities Corporation, 50 13500,000 95 99 4.00

debt per cent.

T. Blair & Co. (Inc.), 50 per cent -- - ---

Applied to payment of inn- Chase Securities Coriporation, 30 16(, 500,0 97 i-525: 9(J34- -1.65
touring 2-yead notes, due p iCo . (eInc. 3 per cent.
O ct. 1. 19 e23, a n d for o th er n L o eb & C o ., 3 0 p er cen t. . ............. ..........--- ..........-- -----
purposes. Othoe, 1 0 per cent_ ...............-------------- -

Chase Securities Corporation, 30 12, 00 000 92 963,' 4.50
Applied toward payment of percent.

short-term notes. Bair & Co. (Inc.), ----per--- cent-- ----- ----
1Kuhn, Loch & Co., 30 per cent-.I------- --------------
Bar 1 . nt -0 per ent-- ...............-- . i

ChaseSecuritiesCorporation,30 6.000 0 99 , 1 .25
Repayment of maturing Conper cent

notes. " Kuhn, Loeb & Co., 30per cent -- - ............................

pOthers, 10 per ent ...............
Case Securities Corpoation, 4,250 0000 9964 0 4.75

General purposesrof the Gov- 423 percent
erment. 1 Blair & Co. (Inc.), 43 per cent..-! -------------- - ---------- --------

Others, 15 per cent ---- --....................... .......... -......
Chase Securities Corporation, 8,500,000 100 .5

Payment oftrensury notes, 42% per cent.
maturing Aug. 25,1824. Blair & Co. (Inc.), 0423percent.-............ ......... -..................

Others, 15 per cent .-----------
STo reimburse Governent Chase Securities Corporation, 4 00,000W 993 100 .5

for purchases of a Gicul- per cent.
t materials made In r& Co. (Inc.), 40 per cent. -- .....................---- ...............
United States of America. others, 20 per cent ..............

Chase Securities Corporation, 7"' 950."' "i09.
Payment offlotreiy ntes 2C3j per cent.

a)mt oaing g.2,5192. Blair & Co. (Inc.), 2 per cnt. -I....

gua aei ae iBlair & Co. (Inc.), 24per cent ............ ....................

(Others, 47 per cent .............. ---------- - ---------- --- -- -- -- --- - -- - --------

Profit

$165,000

---------

....------

5,000

87,000

.... X- -

..........

..... ----
.. O.

14,000--

--- 000i6

4,000---

---- ----



Foreign bond issues in which Chase Securities Corporation had a participation in the origination and/or management-Continued

Issue

Woin Amernca-Continued

Argentine Government 44 per
cent notes. Feb. 25. 1925-
Aug. 25. 1925, Mar. 1, 19,25-
Sept. 1. 1925.

Argentine Government 6 per
cent sinking fund bonds,
Sept. 1, 1927-Sept. 1, 1960.

Argentine Government 5% per
cent sinking fund bonds,
Feb. 1, 1928-Aug. 1. 1962.

Antrila Sugar Co. first mort-
gage 7j per cent sinking fund
bonds "A" Jan. 1, 1924-
Jan. 1, 1939.

Buenos Aires. Province of 5%
per cent Treasury notes,
Oct. 1, !924-Apr. 1, 1925.

Buenos Aires. Province of 5%
per cent Treasury notes,
Sept. I, 1125-M&r. 1, 1926.

Buenos Aires. Province of Q/
per cent Treasury notes.
1ov. I. 1925-,May I, 1126.

Buenos Aires, Province of 7j
I cent sinking fund gold
bonds, Nov. ! 19.25-Nov. 1,

1947.

Pri
amount

I $20,000,000
5,000,000O

40,000,000

6,000,/00

z 000. 000

2,000,000

3,600,000

14,472,000

Amount out- I
standing Dec.I

15, 1319

$8,06,500

19,141.500

Purpose of ismu

Repayment of maturing
note issues ...............

Funding of floating debt of
Argentine State railways.

Funding of floating debt
maturing in 1928.

4.650,000j To provide for acquisition
of Central Tacajo proper-
ties and for additional
working capital.

Tax anticipation notes.

(I) To finance railroad ccastruc.
tion.

Refunding of maturing
T r e a s u r y obligations
issued for railroad con-
struction.

12,108,100 To refund $5.600,000 of ex-
terns Treasury obliga-
tions and to reimburse
Province for expendi.
tures on construction and
acquisition of railroad
properties.

Purchase] Offering
price I price

100

Grow
spread

Per cent
0.625

Profit

Purpose of issue

Interest in original group Our partioc

Chase Securities Corporation. $6,625,0002
6Y4 per cent.

Blair & Co. (Inc.), 26 per cent .............
Others, 47 per cent ............................I Chase Securities Corporation, 18,000,000

45 per cent.
Blair & Co. (Inc.). 45 per cent ...............

iTornquist, 10 per cent ......................IChase Securities Corporation, 9,000,000
45 per cent.

Blair & Co. (Inc.), 45 per cent ..............
IT ornquist, 10 per cent ........................IChase Securities Corporatior, 2,000,000

33% per cent.
Blair & Co. (Inc.), 33j per cent ...............
Field, Glore & Co.. 163 percent ............
Peabody, Houghteling, 163 per .............

cent.
Chase Securities Corporation, 45 900,000decent.
Bair & Co. (Inc.). 45 per cent .............
Halsey, Stuart & Co., 5 per cent. -I............
Illinois merchants, 5 per cent ............
Chase Securities Corporation, 900,000

45 per cent.
Blair & Co. (Inc.). 45 per cent ...............
Halsey Stuart & Co., 5 per cent..........
illinois merchants, 5 per cent ...........IChase Securities Corporation, 45 1.,620,000pr cent.
Blair & Co. (Inc.). 45 per cent ...............
Halsey, Stuart & Co.. 5 per cent..........
illinois merchants. 5 per cent ...........

Chase Securities Corporation. 45 6,512,400
per cent.

Blair & Co. (Inc.). 45 per cent ...............
Halsey. Stuart & Co., 5 per cent.... .....

[Illinois merchants, 5 per cent .... ........

I

:: :::::: ---- -- ---4.00 $

.......... 97 2...... 0.. --: -- -- ----- W i6" ... --- ... -- - l- --

W1,* 100.'48 1. 73

9--- -- 1-- -- -- -- 7---

4 100) 75

91.464 99 7. &36

I -..

89,000 00

>

0
7',000 !4

4,000 420

0

60 0

199. o0

--------------------
90 .... ...... .'66"'i ....



Foreign bond issues in which Chase ,Securities Corporation had a participation in the origination and/or management-Continued

I.Sue Principal
amount

Latin America-Continued
Buenos Aires, Province of: $

(a) 10-year 7 per cent sinkH I 4,200,000
ing fund gold notes, Jan.
1,1926-Jan. 1,1936. 10,60,00

(b) 26-year 7 per cent sink-
ing fund gold bonds,
Apr. 1, 1926-Apr. 1, 1952.

Cuba, republic of, 5.% per ent
serial certiftcates. July I
1928-Decomber. 1931-June, 20,000,000
1932; Jan. 1, 1929-June, 1932,
December, 1932, June, 1933.

Cuba, Republicof,516 percent
bonds, Jan. 1, 1930-Jan. I, 40,000.000
1945.

PraState of, 7 per centPinkiag fund goldbonds
1B," Mar. 15, 1928-Mar. 15, 4,860,000

1958.
Santa Fe, Province of, I-year

6 per cent treasury notes, 1,500,000
May 1, 1927-May 1, 1928.

Santa Fe, Province of, -year
6 per cent Treasury notes, 1,500,000
Apr. 1, 1928-Apr. 1, 1929. I

Amount out-
tanding Dec.

15.1931

(1)

$9,485,300

16.290,000

4,642,000:

(I)

IRetired.
3 Flat.
3Defaulted on interest payments, due Jan. 1, 1931; sinking fund requirements not met Jan. 1, 1930,
'Interest due Sept. 15, 1931, paid from reserve fund; sinking fund deferred.

! our partici- Purchase
Purpose of issue Interest in original group pation price

To retire floating debt of
Province. Chase Securities Corporation, 3$1.890,000 90

45 per cent.
To finance develop m of Blair & Co. (Inc.), 45 per cent.. 4 4,770,000 ----------

waterworks and sanita- Illinois merchants, 5 per cent ..................
tion systems of the Prov- Halse, Stuart & Co., 5 per cent - 8------------5
since.

To refund indebtedness In- Chase Securities Corporation, 5,33333, 98.20
cured for work corn- 26%i per cent.
pleted In accordance with Blair & Co. (Inc.) 263 per cent. ...................
public works law. Equitable Trust(eo., 26% per ........................cent.

Continental Bank & Trust. 20 ........................per cent.
Completlonof Central ligh- Chase Securitles Corporatio2, 10,666,6 6 95

way, and public works 266 percent.
construction in accord- I Blair & o. (In.). 2821 percent ............... .
ane, with the oublic Equitable Trust Co., 26 per..................
works law. cent.

Continental Bank & Trust, 20 .............. ...Piper cent.
Redemption of outstanding Chase Securities Corporation, 2,430,000 1 933

French franc loans and for 50 per cent.
construction of public Blair & Co. (Inc.), 50 per cent. .............. ..........

General purposes of the Chase Securities Corporation, e75000 99%6(Province. J45 per cent.
Blair & Co. (Inc.), 45 per cent.-.------------

1E. Tornquist & CoJ. 10 per cent - --------
I Refunding of above notes, gChase Securities (orporation, 562,500-i 0 1

maturing May 1, 1928. 37% per cent. I
[Blair & Co. (Inc.), 37th per cent.' -----------
Chatham-Pbenix Corporation, .-------------

i5er cent.
E. Tornquist & Co. (Ltd.), 10. ............ ----------

per cent. I

Offering
price

99

996

100

98

98

100

i00.---

I
Gross Profit
spread

Per ceat!

9. 00

11.50

1. 55 1,000

1.80 1 11,000

3.00 121,000

... =.... to ...... ..

4.50 i 46.00

........ ..........
.75...........

.4.8 6W



Foreign bond issuci in which Chase Securities Corporation had a participation in the origination and/or management-Continued

ssuo

Oernmny

Chemnits, City of, 1-year 534
rcent e notes,~OrV. 1, 1926-Nov. 1,1927.

Commerztund Privat 5% per
cent bonds Nov. 1, 1927-
Nov. 1,igi.

East Prussian Landowners,
Bank of, 6 per cent notes,
Apr. 1, 1927-Apr.], 1930.

Hanover, City of, 53% per cent
notes, Oct. 1, 192-Oct. 1,
1927.

Wuettembeeg Consolidated
Mu4p a per cent serial
bonds, Nov. 1, 1925-Nov. 1,
1920.1946

Mielaneous:
IVanuLl Port andt Water-

ways, 63 perceut bomd,
July I, WJuly 1, 1982.

I Retired.

Principal Amount out-I

amount 'standing Dec. Purpose of Issue Interest in original group patton price
amut 15, 1931 P1ls fiseOrprii Prche

I Additions and improve- Chase Securitits Corporation, sm :,000 !8,

$2,000,000 ) ments to Income-produc- 4234 per cent.
Ing properties owned by Blair & Co. (Inc.) 42!,j per cent.-the city. Darmstadtr Banik (Berlin), 15 .'--.----"---- -----".-."

2per cent.
20,000,000 $2Q.000,000 Financing of exporting in- Chase Securities Corporation, 7,800,000 91141 dustrial corporations. 39 per cent.

Blair & Co. (Inc.), 39 per cent .......................
Halsey Stuart & Co. (Inc.), ..........

19.5 per cent...............
Bankers Trust Co., 2.5 per cent .....................
Chase Securities Corporation, 3,375,090 'J56Gnting the Landowners 48.2Association a 3-year 6per Blair& Co. (Inc.)48.2-- -

7,00, 000 O i gold mark loan, to betsed ----------------8. ..................
forrefundingpurposes. Deutsche Bank, Berlin, 3.6 per ------------------cent. .....

Aditon ad mpov-Chase Securities Corporation, 750.000 98,s'~~~~~IAddiion ad iproe. 37 eren

O000 ments to income produc- B37ir W cent.
0ng properties owned by DaJlr- (Inc), 37% per cent----......
city. cntdier over, 25 per -. . ......

Electric light and power Chase Securities Corporation, 4.200,000 89!j8,400,000 5,880,000 plants, and other publl 60 per cent.
I works development, Ilair , Co. (Inc.), 50 per cent............................
Ifnlarging harbor anti con. It'ha eI aruatin of aditios and contes4opraio,4,0000 8t

4,8M, 000 4,33,10 im1provt 4nts.tcoity J jotilltitriI111t &( o (Inc.), 44.44 .......... ...............
city of Dan zig.-.

Offering Gross
price spread 1 Profit

IPer cent
99,', 1.00 $2,000

94M 3.00 44,000

---------- -.-----.---------.-.-

99,% .75 ........

9815 6.90 9,D000

90 Is. 17,000



Summary

Principal Now out- Retired Profitamount standing Rtrd Poi

Latin America -------------------------------- $45Z73Z000 $207.731,900 $245,000.100 $1,504,000Germany -------------------------------------- 39,400,000 25.8b0,000 13,520,000 181,000
Miscellaneous ---------------------------------- 4,50 000 4,353,1100 146,500 17,000

Total . 496,632,00 237.965,400 258,66,600 1,702,000

Detaulted issues -------------- - .- -
- 10,800,0 9 292000 1,508,000 .............

Foreign bond issues in which Equitable Trust Co. had a participation in the origination and/or management

standing Dec. Purpose of issue Interest in original group Our pric e Orfer a
o 15,1931 go ption O price prce sr Profit

German:
Bavaria Free State of 6y,

per cent serial bonds
Aug. 1, 125-Aug. 1,
1926-1945.

Bavaria Free State of 6
per cent sinking fund
gold bonds Aug. 1, 1925-
Aug. 1, 1945.

Bavaria, Free Slate of I
year treasury notes June
10,1927-June 10,1928.

Nuremberg, city of, 6 per
cent bonds Aug. 1,19'27-
Aug. 1, 1952.

Latin America: Medellin. city
of, 8 per cent sinking fund
gold bonds Oct. 1, 1923-Oct.
1. 1945.

1 Flat.
2 Average.
I Retired.

$15, 00, 000

10,600.000

0,00,000

3,000,000

$10,01,000

9,511,000

(1)

4, 48,000

{Public improvements and
capital acquisitions.

Extension of hydroelectric
. proixprties.

Refunding floating indebt-
edness of Stato.

[Improving and enlarging
city-owned public works.

Repayment of maturing
notes and public-utility
improvements.

Equitable Trust Co., 50 per cent.Harris, Forbes & Co., 50 per cent.

Equitable Trust Co., 50 per cent.

Harris, Forbes & Co., 50 per cent.

f Equitable Trust Co., 50 per cent.
Harris, Forbes & Co., 50 per cent.

)Equitable Trust Co., 100 per cent

I............--- do-...........

$7,500,000

5, 000, 000

10,000,000

5,000,010

3,000,000

189

94.15

90M

90

92. 95625

92.75

04.9664

94

Per cent
3.95

5.00

3.50

8.00

$143,000

99,000

21,000

32.000

120, 000



Porign bonId isnue in rhich Ecquitable Trust V. had is parlicipation in the originaLtion anel/or iiumt g.eii -Conthied

toile

Mscellaneous:
New South Wales, State of,

5 per cent bonds Feb. 1,
1927-Feb. 1,1957.

New South Wales, State of,
5 per cent bonds. Apr. 1I
1927-Apr. 1, 1958.

l'rlnell'ail Allolllt olt.piilIglAnitillu lve
Amount 5Ll,||llg Die3 .

-L18, I M-

$25,000,000

25,000,000D

1Pllrpism of l0 Isue

$23,808, We Public-works construction...

23,848,000 -------------- d o --------------

Ittler t lit original rintip lir l itflfl.
1111011l

Equitable Trtst Co., 33 j per $9, 3.:13
Cent.

Harris, Forbes & Co., 33% lier..........
cent.

First National Corpomration...........
Boston,20,rcent.

Estabrook & Co., 1355 percent...........
Equitable Trust Co., 33% per 8,333,333

cent.
Harris, Forbes & Co., 33% per----------cent.
First National Corporation...........

Boston. 20 per cent.
Estabrook & Co., 13% percent...

Summary

Principal Amount out-
amount standing Retked Profit

German ------------------------------------------ $50, 000. 000 $24,494,000 $25. 56.000 $295,090
Latin America ------------------------------------- 3.000,000 . . 3. 0030, 000 120,000
New South Wales --------------------------- 50,000,000 47.716, 509 2, 3, 500 149,0

103, 000, 000 72.210,500 30,789,500 564,000

Pll1rehattp, O fforhig
l'rhi Ipricer

93. .------- ----------.

I'roflt(Iros

2pre9d

Pet real
2. V7

.75

$94, O0

.........
I



Foreign bond issues in which Harris, Forbes & Co. had a participation in the origination and/or management

Princip Amount out- Offering Gross Profit
Issue riea standing Dec. Purpose of issue Interest in original group Gos Poi

amount 15. 1931 potion price price s spread

I ____ ___ I
Germany:

Duisburg. City of 7 per
cent serial bonds, Nov.
1. 1925-Nov. 1. 1926-1945.

East Prussian Power 6 per
cent bonds. June 1, 1928-
June 1, 1953.

Electric Power Corpora-
tion 6% per cent bonds.
Mar. I 1925-Mar. 1, !750,
(additional issue, Sep-
tember. 1925).

Electric Power Corpora-
tion W. per cent bonds,

Apr.!. 192- Apr. 1, 1953.
German consolidated

municipal 7 per cent
loon, Feb. 1,1926-Feb. 1,
1947, (additional issue.
August, 192).

German consolidated mu-
nicipal 6 per cent loan,
June 1, 1928-June 1, 1947.

"Gesfurel" 6 per cent de-
bentures, June 1, 1928-
June 1, 1913.

Munich, Cityof, 7perent
serial bonds Aug.!. 1925-
Aug. 1.1926-1945.

Pomemania Electric 6 per cent
bonds, May !, 1928-May 1,
1953

$2. 100,000

3,42G.000

7.125.000

Public works improvements.

Retirement of current debt
and for additions anti im-provements.

Development and enlarge-
ment of company s prop-
erties.

5.000,000......do .....................

15.0000 ] 1 9 ., 2 ffConstruction and Improve-
8,000,0 19 It inent of public works.

15.850,000 .&W .do .................

4.700,000 IDevelopment of existing

properties and for invest-
ment in other electric en-
terprises.

(Extension and improvement
I of public works.

fRetire floating debt and for
{ additions and improve-

ments.

$3.00,000

3,500,000

5,000.000
2.500.000

5.000.000

$3,000,000

500. 000

1 5, 00. O
10,733,333

88

82

95.1
89. 4167

---------

H!arris. Forbes& Co., 10Opercent.

I Harris. Forbes & Co.. 75 per cent.
International Acceptance Bank,

25 per cent.
Ilarris. Forbes& Co., 1Opercent.

(Ceded at step-up:
Lec Iligginson. 25 per cent..
Brown Bros., 20 per cent)...

ilarris. Forbes& Co., l00perent.
tSame participants on step-

up basis as above.)IHarris, Forbes & Co., 463 per
cent.

Lee Iligginson, 2334 per cent ....
Guaranty Co., 13% per cent .-
Rollins. 834 per cent .............
Equitable Trust Co.,8% percent.iHarris. Forbes& Co.. 100percent.
Same purchase group as above

at 0.15 step-up.
Harris, Forbes & Co., 80 percent
5 per cent ceded to Disconto

Bank, Berlin: Dresdner Bank,
Berlin; Credit Suisse larris
Forbes (Ltd.), London.

}Hrris, Forbes& Co., 100percent.

Harris, Forbes & Co.. 100 per
cent.

(Redmond and i. A. B. ceded
500M at I per cent step-up.)

2 95.95

37

87

----------94

943M

90

Per ceiii'6.45

3.00

7.50

5.00

4.00

5.33

5.875

14.00

3 96.1125 37.8625

924 14.50

$60,000

10,000

81.000 PV

42,000 t4

65,000

129.000

71,000 0

8 000

102,000 t

217.000 .

55,481

1Flat. 2 Average.

-------------- --- - -

I 7,500,000 213.4

4,000,000 96

8.700,000 '88%

3 500,000. 88

---------- I-

17,500.000

5.000.000

8,00000 6, 0090

3,314,000



Foreign bond issues in which Harris, Forbes & Co. had a participation in the origination and/or management-Continued

Principal Amount out-
Tsse standing Dec. Purpose of issueamount ,101

Prussian Electric Co. 6 per
cent debentures, Feb. 1,1929-
Feb.!, 1954.

Prssia, Free State of, 64 per
cent bonds. Sept. 15, 1926-
Sept, 15, 1951.

Prussia. Free State of, partici.
pation certificates, May 24,
1927-Aug. 24, 1927.

(Renewal) Aug. 24, 1927-Nov.
23,1927.

Prussia, Free State of, 6 per
cent bonds, Oct. 15, 1927-
Oct. 15, 1952.

Silesia ElectricCorporation 63
per cent bonds, Feb.!, 1926-
Feb. 1, 1946.

Stettin Public Utilities Co. 7
per cent bonds, Apr. 1 1926-
Apr. !, 1946.

$1,0,000 $3,91.5,000

20,000,000

5,000,000

30,000,000

4,000,000

13,006,000

Construction and enlarge-
ment of company's plant
and other corporate pur-poses-

20, 00,0 KElectric enterprises and har-20000 bor development.

Tax anticipation certificates.

To renew above ............

HImprovement ci agriculture
27,608, (X) H and enlargement of bar-

o bos and waterways.

3,400,000

2,400,00

Reimburse company for ex-
penditures on property
additions and improve-
ments.

Reimburse company for ex-Ipenditures made on addi.
tions and improvements.

Interest in original group

,Harris, Forbes & Co., 14 per
cent.

Brown Bros., 14;j per cent ....
Equitable Trust Co., 142t per

cent.
New York Trust Co., 143. per

cent.
Mendellsohn (Berlin), 1434 per

cent.
International Acceptance Bank,

143j per cent.
1. Henry Sclroder, 1424 percent.
Harris, Forbes & Co., 20 per cent.
Brown Bros., 20 per cent ......
Equitable Trust Co., 20 per cent.
New York Trust, 20 per cent ....
Mendellsohn, 20 per cent. ------

(Harrs, Forbes &Co., 20 percent.
Same purchase group as above..

20 per cent .....................
Harris, Forbes & Co., 143w per

cent.
Brown Bros., 14;1 per cent ....
Equitable Trust Co., 115J per

cent.
New York Trust Co., 14;' per

cent.
Mendellsohn & Co., 143 per

cent.
International Acceptance Bank,

1434 per cent.
J. Henry Schroder, 142h per cent.
(After cession of 5O0M to Reich

Credit.)

Harris, Forbes & Co.. 100 per
cent.

Harris. Fores& Co., 75 per cent.
'Redmond, 25 per cent ...........

Our partici. Purchase Offering Gross

pation price price spread

$571,428

4,006,000

z-000,000
4,216,000!

..............

..............

4, 100,0001

Z002,000

88% 91

------------- -------

'61.',i5 iOO....

08. 627 98. 778
93J', 96yj

81 8734

8934 94 ~

Per ceM
2.50

1.3875

.151
a.o0

6. 375

4.7

$2,000

----------
----------

----------

----------

----------

-- k5E 16
----------
----------
----------
----------

2,000
----------

----------
8%000

----------
----------

----------

----------

----------

----------
----------

98 000

45,000



Foreign bond issues in which Harris, ForbeS. &,Co. hadt a participation in the organization and/or management-Continued

Prine~pSIAmount out- Our partiel. Purchase Offering Grossissue -monta standing Dec. Purpose of issue Interest in original group Gross Profitsnut 15,1931 pation price Iprice spread

• ~per evaUnitedIndustril Corporation $6,00,000 $5,100.000 Fnlargement and extension UarrLForbes & Co., 80 percent. $4,800,000 79.70 8434 4.80 $7Z,000
6 per cent debentures, Dec. of properties. Reichs Kredit Geselschaft, 20
1, 1925-Dec. 1. 1945. per cent.

United Industrial Corporation 6.000,000 5,640,000 Repayment of indebtedness Harris, Forbes & Co.. 70.8 per 4. 2-4,000 93 97Y. 4.50 74,000 t463 percent debentures, Nov. and capital improvements, cent.
1, 1926-Nov. 1, 1941. Lee Iligginson, 16.7 per cent ----

Brown Bros.. 12.5 per cent .....LatinAAmri Cordoba.Prov- 5,943,006 4,436.500 Constructionofpublicworks iarris, Forbes & Co., 33% per 1,981,000 87 95 &00 97,000 '~
ince of, 7 per cent oonds, and buildings, cent.Jan. 1,1925-Jan. 1,1942. First National Old Colony, 33% oper cent.WKissel, klnnicutt, 3X. per cent.

Miw/elaeous: Nippon Elec- 9.000,000 8,280.000 Capital improvements and Harris, Forbes & Co., 100 per 9.000,000 86.70 94 7.30 2O2,000
trick Power Co. 63. per cent additions, cent.
bonds, Jan. 1, 1928-Jan. 1,1953.

'Retired.
Summary

Principal Outstanding Retired Profitamount

Germany ------------------------------------- $159.700.000 C:35,440.000 $24,260.000 $1,379.000
Latin America -------------------------------- 5,943.000 4.436,500 1,506,500 97,000
Miscellaneous -------------------------------- 9, 000, OD 8,280,000 720, 000 262,000

Total ------------------------------ 174.643,000 148,156,500 26,486,500 1.738,000 00



Foreign bond issues-Major participations taken by Chase Securities Corporation in issues originated or managed by others

Issue Prinpal Managers Our participation P Amou t o ie Po Remarks__ _ __ I _ __ _ __ _ _ ________ Remtion

Latin America:
Antloqula. Department of, 7 per

cent 1925, due 1945-
Series A 1925 -------------- 3. 000.000 1,000,000 93 $2281
Series A 1926 --------------- 3.000.000 1000, 00 93 29.28
SeieB 1926---.............. 6,000.000 Co )----- -33'-percent in original pur- 2000.000 916 49.450Series R 1927 ---------------- 2. 00. 000 Blair & Co. (Inc.) -----------. 8M3,333
Series C 1927 --------------- Z 500. 000 1eae.9;Series D 1928 ---------------- 3,750.000 ",2500001. ""- 72i:
Series D 1929 -------------- 1,750,000 583.333 93 25.1791

Brazil, United States of, 7 per cent 25, 000, 000 Dillon, Read & Co ---------- 4 per cent in purchase group, 1,000 000 96_ 5. 000 In default. Interest payable
1929, due 1952. in scrip.

Brazil, United States of, 8 per cent 25,000000. do-------------------do 1,000,000 983 15,168 Do.
1921. due 1941.

Caldas, Department of, 7, j per cent 4.000,000 Blyth Witter & Co ---------- 18.16% per cent In original 72W.6 98 7.815
1926. due 1946. 8,000,00 purchase. 1,090,000 95ej 17.070 

Chile, Republic of, 8 per cent 1921, 9,50, 000 Blair & Co. (Inc.) ---------- 50 per cent in original pur- 4,750.000 99 30,848 Retired.
due 1926. chase.

Chile, Republic of. 8 per cent 1922, 10,500,000 -. do --------------------------- do ------------- _---- 5,250,000 99% 183,246 Do.
due 1947.

Chile, Republic of, 6 months 5 per 10, 00,0 -- do --------------------- 27pr cent in original pur- 2, 750. 000 99 1,391 Do.
cent treasury gold notes. due Feb.c
25,1927.

Colombia, Republic of, 6! per cent 5, 000.000 ---- do ------------------- 25 cent in original pur- 1,250,000 98 13,017 Do.
notes 192, due 1927. ct ocee

Rio de Janeiro. city of, 6 per cent 13,000,000 -. do --------------------- 3.846 per cent in special pur- 500.000 103 2.500 Do.
1922, due 1947. chase group.

Santa Fe, city of, 7 per cent 1927, 2.122,500 ---- do --------------------- 50 per cent m original pur- 1,061.250 943- 1,710
due 1945. cnse.

Germany:
Berlin, city of, 6 percent 1925, due 15,000,000 Speyer & Co ------------- 25 per cent in original pur 3,750,000 89 60,632

1930. chase.
Cologne, city of, 63 per cent 1925. 10,000.000 Blair & Co ---------------- 3. percentinpurchasegroup. 3,500.000 873% 48,443

due 1950.
Dresden, cityof, 7 per cent1925, due 5,000,000 Speyer&Co ------------- 4 per cent in original pur 200,000 94 2,846

1945. chase.
German Government, 53 per cent 98, 250.000 J. P. Morgan & Co ---------- 4 per cent in original pur 4.421,250 90 80,579

1930, due 1965. chase.
Hanover State Credit Institute 3% 4,000,000 Blair & Co. (Inc.) --------- 50 per cent in original pur- 2,000.000 98 303 Do.

year 6 per cent gold notes, due chase.
July 15, 1931.

Silesian Landowners Association, 6,000,000- ---- do .......-------------- 50 per cent in purchase group 3,000.000 923 66,175
Bank of, 6 per cent 1927, due 1947.



Foreign bond issues-Major participation taken by Chase Securities (lorporati,,n in i.sues originated or mayeaged

Issue Principal
amount

Other European:
Adriatic Electric Co. 63 per cent

notes 1925, due Dec. 15.1928.
Adriatic Electric Co. 7 per cent 1927,

due 1952.
Austrian Government, 7 per cent

1930, due 1957.
Belgrade. city of, 6 months. 6 per

cent gold notes, due May 1, 1928.
Bergen, city of, 6 per cent 1924, due

1949.
Bulgarian Government, 7 per cent

1927, due 1967.
Burmeister & Wain (Ltd.), 6 per

cent 1925, due 1940.
Christiana Tramways Corporation

2-year 5 per cent gold notes, duo
Oct. 1, 192.

Denmark, Mortgage Bank of, King.
dom of, 5 per cent 1927. due 1972.

Hungarian Consolidated Cities, 736
per cent 1925, due 1945.

Hungarian Consolidated Cities, 7
percent 1926; due 1946.

Hungary, Kingdom of, 7% percent IJ
1924. due 1944.

Italian Public Utility Credit Insti-
tute. 7 per cent 1926, due 1952.

Lomtfmrd Electric Co. 7 per cent
1926, due 1952.

Meridionale Electrie Co. 7 per cent
192. due 1957.

Norway. Kingdom of. 5!4 ier cent
1925, due IMS.

Piedmont Hydro-Electric Co. 5Y,
per cent gold notes June 15. 192s,
dne June 15.1929.

Piedmont Hydro-Electric Co. 61%
per cent 1930, due 1960.

Poland. Republic of, 7 Per cent 1M27,
due 1947.

5, 000000

25,000,000

3,000,000

2,000,000

4,500,000

2,000,000

1,400,000

5,300,000

10. 00Q, 000

6.000,000

7, o00, o
1, .900. 000

20, (10,000

6,000.000
4,000,000

10,750,000

30100,000

4,000,000

15,000,000

62, (100. 00

Amount of
Managers Our participation participa-

tion

Blair & Co. (Inc.) -------- 35 percent in original pur- $700, OO

----- do ---------------------- 25erecent in original put- 1,250,000

J. P. Morgan & Co ---------- 1 436 per cent in original put. 1.125.000
l chase.

Blair & Co. (Inc.) ----------- 50 per cent in original pur- 1,500.000

Brown Bros-------------- 223j per cent in original pur. 450,000I chase.
Speyer & Co------------ " cent in original put- 4,70

Brown Bros ............- 20 per cent in original put- 400,000

White, Weld & Co . 23Aper cent in original pur- 315,000

Brown Bros ................ 16 per cent in original put. hm, 333

Speyer & Co ------------ 20 per cent In original put- 2,000,000
enase.

..... (Io --------------- ---- -- .---do ..........-.......-... 1,200,000

do ----------------------- (134 per cent in original put. 1,0,OO0
--- chiase. !{ ' 2000

Blair & Co. (Inc.) --------- 45 per cent in original put- 9,000,000

-do -- 0 per cent in original put- 3.000000
.it ChaSe.ut 1 ,000,00

Marshall Field. (lore Ward 23.1264 per cent in purchase 1,234,375
&Co. group after withdrawal of

$5,412,500 for sale abroad.
Blair & Co. (Inc.) ----------. per cent in original pur- .5,401,000

chnse.
-do ---------------------- 50 per cent in original pur- 2,01, 000chaske.

Baneamerica Blair Cotpora- 33 per cent in original pur- 5,000,000 I|ion. chase.
Bankers Trust ('Bo .......... 20 pr cent in original put- 9,411,000

chase after $1500OO.O0 tak-
en abroad. I

Offering
price

9936

9

95

100

95Y4

92

95Y4
IOOY4

963

89

933,,

873
93

94
96

9536

916

19N

profit

$12,912

8,069

21,110

5,203

4,457

21, 92

1,888

734

4,994

36,.062
1,080

28,992
3, 475

89,474

74.655
49,705

26723

25, 192

10,015

8,271

189.4J2

by others-Continued

Remarks

Retired.

Do.

0

0

to

W

0

00

0



Foreign bond issues-Major participations taken by Chase Securities Corporation in issues originated or managed by others-Continued

Issue

Other European--Continued.
Royal Dutch Co. 4 per cent 1930,

due 1945.
Roumani. Monopolies Institute,

Kingdom of, 7 per cent 1929, due
199.

Sandu Falls Co. (Ltd.) 5 per cent
1925, due 1955.

Serbs, Croats. and Slovenes, King-
dom of,8per cent 1922, due 1962.

Sebs, Croats, and Slovenes, King-
dom of, 6 per cent gold notes Sept.
1,1924, due lar. 31,1925.

Serbs. Croats, and Slovenes, King-
dorm oL 6 per cent gold notes Mar.
31,1925, due Sept. 30,1925.

Serbs, Croats, and Slovenes, King-
dom of. 6 per cent gold notes Sept.
30,1925, due Mar. 31,1926.

Serbs, Croats, and Slovenes, King-
dom, of, 6 per cent gold notes Mar.
31,1926, due Sept. 30,1928.

Serbs, Croats, and Slovenes, King-
dom of. 6 per cent gold notes Sept.
30,1926, due Ar. 31,19"27.

Serbs, Croats, and Slovenes, King-
domof, 7 per cent 1927, due 1962.

Switzerland, Government of, 3-year
percent 1923, due Aug. 1, 1926.

Switzerland, Government of, 5%
per cent 1944, due 1946.

TrondJehm. city of, 5% per cent
1927, due 1957.

Warsaw, city of, 7 per cent 1928, due
1958.

Principal
amou x

$40,000.000

12,000,00

Managers Our participation

Dillon Read & Co ----------- 12% per cent in purclnc~e
I group.

Blair & Co. (Inc.) --------- 33i per cent in original pur-
chase.

4,000,000 - --- do ......................

15, 200, 000- .... do -----------------------

3,000500 ... do.... ........

3,000,000 .....-do ......................

3,000,000!- ... do .....................

3,000,0001 -- do ----------------------

3, 000, 000 1- do ...................... 

30,000,000 Blair & Co ................

20,000,000 J. P. Morgan& Co ..........

30.000,000 -- do...............

2,750,000 White Weld & Co .----------

10,000,000 Stone & Webster and Blod-
get, (Inc.).

15 per cent in purchase group.

10 per cent in original pur-
chase.

45 per cent in original pur-
chase.

50 per cent in original pur-

cen in original pur-
chase.

.....do ......................

..... do ----------------------

----- do ......................

5 per cent in purchase group.

...do ......................

20pecent in original pur-

I5 per cent in original pur- I('h5te.

I--

Amount of 0participa-
I tion

$5,000,000

4,000,000

600000

1,520,O00

1,350,000

15000 

1,350,000

1,350,000

1,350,000

13,M0,000

1,000,000

1,500,000

5X6000

2.500,000

Remarksrering Proi

89%' $56, 519

4223,035

98 6,333

100 12,156 Retired.

100 11 215 Do.

100 9556 Do.

100 9,851 Do.

100 9,805 Do.

92% 133,452

w7. 29 7,004 Do.

97. 12,422

8-3 i6,663
89 20, 99



Foreign bond issues-Major participation taken blJ Chase Securities Corporation in issues originated or managed by others-Continued

Issue

Miscellaneous:
Dutch East Indies, 6 per cent 1922,

due 1947.
Dutch East Indies, 6 per cent 1922,

due 1962.

Dutch East Indies, 5% per cent
1923, due March, 1953.

Dutch East Indies, 5, per cent
1923, due November, 1953.

Japanese Government, 53 per cent
1930, due 1965.

Principal
amount

$40,000,000

40,000,000
2D,,0000

25,00%000

25,000,000

Manages

Guaranty Co ----------------

.... do ......................

.d o ..................

50, 00, 000 1. P. Morgan & Co ........

Our participation i Amount of Ofring

11.4375 per cent in original $4,S75,00 94M
purchase.

----- do ......... 4,575,000 944
11.4375 per cent in original 2.287,500 964

group.
11.96percentinoriginalpur- 212990,625 88

chase. 9
12 per cent in original pur- 2,759,375 90

chase after withdrawal of
$2,000,000.

3 per cmnt in intermediate 1,00,010 
group.

Profit Remarks

$3,M792

32,322
49,246
23,737

23,501

31,250

Summary

Principal Participar Profit
amount tion

Latin Americc ............................................ $13,122,500 $ ,o 582 $479,82Germany ................................................... 138,250000 16,871,250 258,977Other European r o p ea--------------------------------- 405,900,000 84,971,458 1,203,383Miscellaneous ---------------------------------------- 200,000,000 18,687,500 195,M84

874,272,500 146,574,M790 2,1 ,31
Defaulted issues ---------------------------------------------- 50,0o0,000 z,0,0 ..............



Foreign bond issues, major participations taken by Equitable Trust Co. in issues originated or managed by others

Latin America:
Argentine Government 6 months

6 per cent gold notes due Mar. 1,
1924.

Argentine Government, 6 per cent,
1924, due 1958.

Argentine Government, 4% per
cent gold notes-

Feb. 25,1925, due Aug. 25,1925.
Mar. 1, 1925, due Sept. , 1925..

Argentine Government, 6 per cent,
1927, due September, 1960.

Argentine Government, 5K per
cent, 1924, due 1962.

Argentine g
overnment, 5 per cent

gold notes, Apr. 1, 1930, due Oct.
I 1930.

Bolivia, Republic of, 8 per cent,
1922, due 1947.

Buenos Aires Province of, 7% per
cent, 1925, due 1947.

Chile, Republic of 6 months 5 per
cent gold notes, due Feb. 25,1927.

Colombia Agricultural Mortgage
Bank of, 6 per cent, 1927, due 1947.

Colombia, Agricultural Mortgage
Bank of, 6 per cent, 1928, due 1948.

Cuba, Republic of, 53 per cent
serial certificates-

July 1, 1928, due Dec. 31, 1931,
and June 30 1932.

Jan. 1, 1929, due June 30, 1932,
to June 30,1933.

Cuba, Republic of, 53 per cent 1930,
due 1945.

Rio de Janeiro. city of, 6 per cent
serials 1919, due May I, 1922-May
1, 1931.

1 Average.

Principal Managers
amount Managers

$55,00, 00I Chase Securities Corpora-
tion.

30, 0 0, 0 0 ----- do .... ........ ..........

20.000.000 -do
5,00.000i .....- do. ......................
40,000,000 - do ----------------------

20,o00,000 ----- do -------- .............-

24,000,000

14,472,000

10,00,000

5,000,000

5,000,000

10,000,000

10,000,00

40,000,000

10,000,000

Chatham Phenix Corpora-
tion.

Spencer Trask & Co .----

Chase Securities Corpora-
tion.

Blair & Co. (Inc.) ...........

W. A. arriman & Co.
(Inc.).

..... do .....................

Chase Securities Corpora-
tion.

----------------.------------.

Chase Securities Corpora-
tion.

Imbrie & Co ..............

Our participation

Specialgroup r--------------

5 pr cent in original pur-

--. d o -----------

(after $4 000,000 ceded).
S per cent in purchase group

(after $2,000,000 ceded).
Selling group u p.... .'........

33% per cent in original pur- 8,000,000
chase.

10 per cent n bankng group. 1,447,200

10pecent in original pur- l1000,000

42% per cent In original pur. Z125,000
chase.

.do.................. 125,000

263% percent in original pur. 2,666
chase.I2, 

,66

.--do------------------- 10,666,666

50 per eent in purchmegroup. 5.00G.000

Amount of
participa-

tion

$2,EX0,000

1,50D,000

1,25,000

1,800,000

900,000
2,2W,000

Offering
price

99.50

95

100

97

100

101

99

99.875

92

93.50

99.75

100
98

197.1625

RemarksProfit

$12,W5

11,310

1,. 2

15,893

8,625

4,131

,5972 Additional bonds purchased
from contractors at varying
prices and sold at varying
prices, bringing total prin-
cipa amount issued to
$29,000,000. In default.

23,187,

506 Retired.

57,900

38,865

10,216

18,105

197,309

15!, 143 Retired.

Retired.

Do.
Do.

Do.



Foreign bond issues, major participations taken by Equitable Trust Co. in issues originated or managed by other.--Contirued

Issue

Latin America-Continued.
Rio Grande do Sul, Consolidated

municipalities State of, 7 per cent
Rio27, due 1967.

Rio Grande do Sul. State of, 6 per
cent 1928, due 1968.

Sao Paulo, city of, 6 per cent 1919,
due 1943.

Sao Paulo, State of. 6 per cent 1921,
due 1936.

Sao Paulo. State of, 8 per cent 19-15,
due 1950.

Sao Paulo, State of, 7 per cent 1926,
due 1956.

Sao Paulo, State of, 6 per cent 1928,
due 1968.

Germany:
Berlin, City or, 634 per cent 1925,

due 1950.
Berlin Electric Elevated and U nder-

ground 6W_" percent 1926, due 1953.

Brandenburg Electric Power Co. 6
per cent 1928, due 1953.

Deutsche Bank 6 per cent notes 192V,
due 1932.

Dresden, city of, 7 per cent 1925, due
1945.

German Consolidated Municipal
Loan of German Savings Banks
and Ciearing Association 7 per
cent 1926, due 1947.

German Consolidated Municipal
Loan of German Savings Banks I
and Clearing Association 6 per
cent 1926, due 1947.

Prussian Electric Co. 6 per cent
1929, due 1954.

Prussia, Free State or, 6% per cent
1926, due 1951.

1 AveaW.

Principal
amount

$4,000,000

23,00K,000

8,500,000D

10,00,000

15, 000, 010

7,500,000

15,000,000

Managers Our participation

J. G. White& Co --------- 3334 per cent in original pur-
chase.

White Weld & Co ----------- Special group ---------

Imbrie & Co --------------- 50 per cent in purchase group.

Speyer & Co --------------- 19.305 per cent in originalpurchase.

-do ---------------------- 63 per cent in original pur-
chase.

----- do ---------------------- 6.49, per cent in original
purchase.

----- do ....................---- 66 per cent in original pur-
chase.

18,000,000 .. do ......................

15,000,000 .- . do .... .................

5,000,000

25000 0

E. H. Rollins & Sons ......

Dillon Read & Co ........

15,0,000 Harris, Forbes & Co ......

8,000, 000 ............................
17,500, 000 Harris, Forbes & Co ......

4,000,000 ---- do -----------------------

20,000,0 0 - do......................

25 ger cent in original pur-
Sase.

2336 per cent in original pur-
chase (after sale of $3000,-
000 abroad.)

50 pr cent in original pur-

8percentin bankinggroup..

4 per cent in original pur-
hase.

83 per cent in purchase
group.

... .d o -----------------------

83 per cent in purchase
group.

14zi per cent in original pur-
chase.

20 per cent in original pur-
chase.

571,4z9 91

4, 00, 000 95

Profit

$20,5 In default.

temarks
Amount of
participa-

tion

$1, 33,333

, 01000

4,250,000

1,930,500

1,000,000

487,000

1,000,000

3,750,000

2,820,000

i, 50,000

9P 000,000
200,000

1,250,000

666,666
1, 458,333

Offering
price

97

94.25

95.50

97.50

99.50

96.50

94.50

89

94.50

93.50

99.50

94

94.75

98
9C.50

11,"81 Do.

41,694

88,60 Jan. 1, 1932, sinking fund
partially paid.

36,083 Nov. 15, 1931, sinking fund
partially paid.

18,295 i Sept. 1 1931, service paid
I partially from reserve fund.

17,180 July 1, 1931, servicepaidfrom

reserve fund.
67,667

37,230

17, 601

18,732

3,745

34.389

1,091

11,307

2,50

79,057



Foreign bond issues, major participations taken by Equitable Trust Co. in issues originated or managed by others-Continued

JnAount O|
Principal offeringIssue amount Manaers Our participation tici.on Ieng Profit Remarks

Germsan nsFree Stale of, participation

Aug. 24,1927 due, Nov. 23,1927. 5,00,000 , & org -1000,000 Retired.
lHanFbs & .o4---- 2%Ceent 100rgna prAu.24127deNv.2, %7n5 OD 00e. ?1,00,MOD0 99.778 ---------- Do.

Prussia, Free State of, 6 per cent, 30,000,000 0- do ---------------------- 14:; per cent in original pur- 4,214,000 96.50 $38,9341927, due 1952. chase (after ceding$5W,000
Other European: abroad).

Helsingfors, city of, 63J per cent 8,000,000 Brown Bros. & Co- 33 percentinoriginalpur- 26666 95 25,9301930, due 1960. 7 ,ae.
Hungary, Kingdom of, 7%~ Per cent f 7.500, 000 pe---------0ectirgnaprchase 225,00 87.50 66,3471924, due 1944. 1.50000 & ................-- 30percentCnoroginsl 1.ehase, 450,000 8850 11,668Royal Dutch Co., 4 per cent 1930, 40,000000 Dillon Road & Co ---------- 73 per cent in purchase 3,000,000 89.50 24,212

due 1945. i group. I

SUMMARY

Principal iamount jPIcpto Profit

Latin America ------------------------------------------------ $431,472,000 $56,351,031 $1,071,528
Germany ----------------------------------------------------- 169, .50. 0 25,430,428 327,887
Other European --------------------------------------------- 57,000,000 8,36, 666 128,157

Total ------------------------------------- 7.972, 0001 90,148,125 , 527,572
Defaulted issues'I----------------------------------------51,000,000 10,331,333.

'Does not include $5,000,000 additional Bolivian bonds.



Major participation taken by Harris, Forbes & Co., in issues originated or managed by others

Issue

to GERMANY

Bavaria, Free State of:
6M per cent serial bonds 1925-1945 --------
6V per cent bonds 1925-1945 --------------UD Treasury notes, June 10, 1927-June 10, I28./ Berlin City Electric Co.:
6' per cent bonds 1926-1951 ------------

,.& 63 per cent bonds 1929-1959 ---------.....
6 per cent bonds 1930-1955 .............

Dortmund Municipal Utilities, 631 per cent
bonds 1928-1948.

German External, 7 per cent loan 1924-1949._.
German Government, 53 per cent loan 1930-

1965.
German Provincial and CommunOl Bank,

634 per cent bonds 1928-1958.
Rentenbank:

7 per cent bonds 1925-1950 ..............
6 per cent bonds 1927-1960 ----------------
6 per cent bonds Oct. 15,1927-Oct. 15,1960.
6 per cent bonds, series A 1928-1938 .....

Westphalia United Electric Power Corpora-
tion:

63J per cent bonds 1925-1950 ............
6 per cent bonds 1928-1953 ..............

Westpbalia, Provincial Bank of, 6 per cent
notes 1928-1933.

OTHER EUROPEAN

Austrian Government, 7 per cent loan 1930-
1957.

Belgium, Kingdom of;
724 per cent bonds 1920-1945 ...........
6 per cent notes 1920-1925 ................
8 per cent bonds 1921-1941 ..............
6,4 per cent bonds 19A-1949 ............
6 per cent bonds 1925-1955 ----------------
7 per cent bonds 1925-1955 .............
7 per cent bonds 1926-1956 ..............
i Average.

Principal
amount Managers I Our participation

$1,000,000 Equitable Trust Co 
33

% 4er cent in original purchase ...
10,000.000 -- do----------- ---------- O.
20,000,000 D o --------- ---------- ----- do ..........................

20,000,000 Dillon Read -------------- 5 per cent in purchase group ........
15,000.000 - do --------------------- .-----do ..............................
15, 000 0 ..do ------------------ ----- do ................................
3, 00000 1 Field lore------------- 27.7 per cent in purchase group ......

110,000!o J. P. Morgan & Co --------- 3 percent in banking group ......
98,250,000 !----do ........................... do --------------------------------

25, 000, 000 Lee Higginson ------------ 20.83 per cent in purchase group .....

25,000.000 National City Co --------- 20 per cent in purchase group .
30, 000, 000 j - do do -------------------. .-- '.-
50,000,000 0 -- do ---------------------- do -------
25,000,000 -.- do --------------------- 16.67 per centnpurchasegroup.

7,500,000 Speyer& Co -------------- 3331 per cent in purchase group .....
20, 00.000- --- do -------------------------- do ............................
3, 00,00 InternationAl Account Bank. 223 per sent in purchase group -.

25,000, 000 J. P. Morgan & Co --------- 3.15 per cent in purchase group ......

50,00,00- do --------------------- 3X per cent in purchase group ......
25,000,000!...-do --------------------- 5.75 per cent in distributing group ....
30, 000, 000 do---------------- 3 per cent in purchase group ......
30,000,d00 ....-do---------- -do.
50,000,000 ---- do ------------------ 4 per cent in purchase group -.........
50,0006, 000- do -------------------------- o --------------------------------
50,00,000 00- do ------------------------ do --------------------------------

Amount ofl
participa offering

tions~a price

$5,00,060
3,333,000
6, 667, 000

1,000,000
750,OO
733,000
7$AO 000

3.667, 000
3, Oft 000

5000,000
,000.000

10,000,000
4,167,000

2,500,000
6,667.000

667,000

787,50)

1. 667, 000
1,437,000
1, 000,000D
1.000,000

2,00,000
Z000,400

95.7234

98
953
903
913

92
90

V%3

93
95
9534
9534

8734
923

95

97Y,

954

8734
98
94

Remarks

Retired.

Profit

$144,234187.940
17,635

19,309
13,416
14, 360
30,590

144,466
8,697
44,205

128,054
0 318

87,489
36,903

81,973
130,180
2%2

20,523

5A,08713,290
43,612
28,057
48,167
46.692
4, 144

0
'I

0

to

0

tv
0

00
0

'5
Wa

I



Major participations taken by Harris, Forbes & Co., in issues originated or managed by others-Continued

Issue

OTrB.R EuRoflAN-continued

Bordeaux, Lyons, and .Marseille, cities of,
6 per cent bonds 199-1934.

Danish Consolidated Municipalities, 8 per
cent loan 1921-1946.

Denmark, Kingdom of:
8 per cent loan 1920-1945 .................
6 per cent loan 1922-1942 ------------------

Great Britain and Ireland, United Kingdom
of:

5% per cent notes, 1917-1929 ------------
5% per cent bonds 1919-1937 ............

France, Republic of:
8 per cent loan 1920-1945 ------------------
736 per cent loan 1921-1941 ----------------
7 per cent bonds 1924-1949 --------------

Francamerican Industrial Development Co.,
73 per cent bonds 1922-1942.

Italy, Kingdom of, 7 per cent bonds 1925-1951
Netherlands, Kingdom of, 6 per cent bonds

1924-1954.
Norway, Kingdom of:

8 per cent bonds 1920-1940 ----------------
6 per cent bonds 1922-1952 ..............
6 per cent bonds 1923-1943 .............
6 per cent loan 1924-1944 ------------------

Nord Railway Co., 6M per cent loan 1924-1950.
Paris. Lyon. and Mediterranean Railroad., 6

per cent bonds 19"24-195&
Royal Dutch Co.. 4 per cent bonds 1930-1945 -
Rowe, city of, 63 per cent bonds 1927-1952.
Seine, department of, 7 per cent bonds 1922-
1942.

Switzerland, Government of:
8 per cent bonds 1920-1940 ..............
5 per cent bonds 1925-1926 ...............
5,1 per cent bonds 1924-1946 ............

Terni Hydro Electric Co., 6M per cent bond-;
1928-195

Principal
amount Managers

$15, 000. 000 1 Kuhn Loeb & Co ...........

Our participation

33 per cent in original group ----------

15,000,000 National City Co .-------- 63 per cent in distributing group-....

25,000,000 _____do --------------------- 3 per cent in distributing group-
30,000,000 0--- do --- ..---------------- 2.77 per cent in distributing group_.-.

250,000,000 J. P. Morgan & Co ------ 2.3 per cent in distributing group ......
95,000,000 .:--do --------------------- 2.8 per cent in distributing group .-----

100, 000, 00
700,000,000
100,000, 0o
10,000,000

.... do .....................

.....do .....................

.----.do .....................
-----do .....................

4.66 per cent in original group . .......
4 per cent in original group ............

-----do ...............................
12% per cent in original group .......

100,000,000 ..... do ---------- 2.6 per cent in offer in group .......
40,000, 000 Kuhn, Loeb & Co --. 2.1 per cent in distributing group ....

20,000,000
18,000,000
20.000.000
25,000,000
15,00, 000
20,000,000

National City Co ...........
.....do ....................

J. P. Morgan & Co ----------...do -. . . . . . . . . .
... do..................

Goldman Sachs & Co -----

636 per cent in original group ..........
10 per cent in purchase group .......
83 per cent in purchase group ......
El per cent in purchase group .......
:3J per cent in purchase group ......
231 per cent in distributing group ----

40,000,000 Dillon, Read & Co ---------- 33 per cent in distributing group ....
30,00W0.0 J. P. Morgan & Co ........ 2.2 per cent in distributing group ....
25, 000, 000 Kuhn, Loeb & Co ---------- :3 per cent in issuing group ............

2.5,000,000 Lee Hligginson & Co ------ 5.3 per cent in original group ----------
20,000,000 J. P. Morgan & Co ---------- 4% per cent in purchase group-...-....
30, W0, 000 ---- do ----------- do --------......................
12,000,000 Harriman ------------------ 356 percent in ptrcbase grcup- ......

Ofl Crying
rice

Amount of
participa-

tions

$1,500,000

1,000,000

833,000
830,000

5, 867,0

4,667,000
4, 667000

4.000,000
1.250,000

2,666,700
850000

1,333,000

1.800,000
1,667,000
,500,000
500,000

1,400,000
667,000
750,000

1, 33,000
933, 000

1.400.000
4,266, 000

Profit Remarks

16,043 Retired.

30, 955 Do.
21,288

79. R71 Do.
27,054

i51,018: Do.
104,081
I18, M7
33.128

89040
25,439 Do.

31,460 Do.
21,329
32,138
41,406
I, 100
16,373

19,253
17,528
19,080

35,512 Do.
11.010 1)o.
19,4 1

149,496

9236

9734'

100
9436

99V4:
101

100
95
94
99

9436
9836

100
10D
9636
9736
8836

93%

91
90%-

100

97W4



Major participations taken by Harris, Forbes & Co., in issues originated or managed by others--Continued

Issue Principal
amount

LATIN AMERICA

Argentine Government:
6 per cent loan 1925-June, 1959 ............
6 per cent loan 1925-Oct., 1959 -----....
6 per cent loan 927-Feb., 1961 ............
6 per cent loan 1927-May, 1961 ............

Buenos Aires, City of, 86 per cent loan 1924-
1955.

Buenos Aires. Province of:
7 per cent loan 1920-1957 .................

7 per cent loan 1927-1958 ................
63 per cent loan 1930-1961 ..............

636 per cent 6 month notes Jan. 1-June
30,1930.

Baragus Sugar Co.. 731 percent loan 19221-1937.
Chile, Republic of:

8 per cent loan 1921-1941 ..............
7 per cent loan 1922-1942 .................
6 per cent loan 1928-January. 1961 .....
6 per cent loan 1928-September, 1961 ....
6 per cent loan 1929-1962 .................
6 per cent loan 1930-1963 .................

Cuba, Republic of:
536 per cent loan 1923-1953 ...............
5% per cent serial 1927-1931-37 ...........

Cuban American Sugar Co., 8 per cent loan
1921-1931.

Francisco Sugar Co., 736 per cent loan 1922-
1942.

Sao Paulo, city of, 63J per cent 1927-1957 ....

MISCELLANEOUS

AL--raiia, Commonwealth of:
5 per cent 1925-1955 ....................
5 per cent 1927-1957 ......................
0i per cent 1928-1956 ....................

Dutch East Indies:
8 per cent 1922-1947 .....................
6 per cent 1922-1962 ......................
6 per cent 1922-1962 ....................-

$45.000.000
29.700.000
27,, 00000
21.200,000
8,490,000

24,121.000
10,613,000
11.875,000

4.000.000

4,500,000

24.000,000
18,000, 000
45,91%.000
16,000,000
10,000,000
25,000,000

50.000.000
9.000,000

10,000,000

5.000.000

5, 900,000

75,000,000
40.000,000
50,000,000

40.00Q,000
40,000.000
20,00600D

Managers

J. P. Morgan & Co ..........
-----do .....................
..... do .....................

.- do .....................
Dillon Read ..............

Amount of
Our participation participa-

tions

3 per cent in distributing group ------- $1,333,000
2.2 in distributing group -------------- 667,000
3.1 per cent in distributing group ---- 833,000
2.4 per cent in distributing group ---- 0- SK000
15.6 per cent in original group --------- i 1.330,55

First National Corporation, .1.5 per cent in distributing group .-----
Boston. I

Hailgarten & Co .......... 9.4 in distributing group .............
First National Old Colc-y 2 , per cent In purchase group .....

Corporation.
-. - -do ................ 17.08 per cent in distributing group.....

Hayden Stone & Co ......... 20 per cent in original group .-----------

J. P. Morgan & Co .......... 12.6 per cent in original group .---------
National City Co ........ 8.33 per cent In orignal group..

----- do .................... 2.8 per cent in distribute ng group-.do.................3.1 per cent in distributing group ......
----- do '------...-----....... 5.25 per cent in distributing group...
----- do ..................... 3.5 per cent in distributing group ....

J. P. Morgan & Co........ 8.3 per cent In purchase group .----- -
.....do ................. 6 per cert in distributing group.

National City Co ......... 10 per cent in distributing group .-----

Bankers Trust Co ........... 353/ per cent in original group ......

F ist National Corporation, 25 per cent in original purchase .------
Boston.

J. P. Morgan & Co ......... 4.4 per cent in purchase group .--------
.....do ...................... 3.75 per cent in banking group.
.....do ...................... 3.35 per cent in distributing group.

Guaranty Co ........... 8 per cent in purchase group .--------
..... do ................ 7.2 per cent in purchase group .--------
...do .................- 7.2 per cent in distributing group....

1, 330,0001
wt7.000

2,724,166

883,333

1,350.000

2 016, 0001. SW0, 000
1,333,000

500,000
525,0o0
875, 000

4,167,000
600. 000

11000,000

1.775.000

1.475,000

3.333,000
1.500,000
1,667,000

Z 750,000
2917, 000
1, 458,500

OfferingOring Profit Remarks

96 41,691!
96 IL441
IM 12.529
99 8, 574
986 78,20:

94% 43,467I Retired.

95 16,411 Do.
95% 8% 914

93% 1,886 Do.

100 82771 In default.

99 51,591 Retired.
96YZ 32.901 In default
931 34.5781 Do.
94 10,830: Do.
93Y2 10,120 Do.
9134 17,565 Do.

99% 22, 851
101.122 2,498
100 14,479 Retired.

100 345

98 52. 332 In default.

99% 41,546
98 20,184
92 1 26,602

94 70,018



Major participation taken by Harris, Forbes & Co., in issues originated or managed by others--Continued

Issue

MISCELLANEOUS--continued

Dutch East Indies-Continued.
5i' per cent 1923-1953 .....................
5% per cent 1923-November, 1953 ---------

Grat Consolidated Electric Power:
7 per cent 1924-1944 -----------------------
6% per cent 1925-1950 -----------..........

Japanese Government:
6M per cent 1924-1954 ---------------------
5M per cent 1930-1965 ---------------------

New South Wales:
5 per cent, 1927-Apr. 1, 1958 .............
5 per cent, 1927-Feb. 1, 1957 -------------

Taiwain Electric Power, 5% er cent 1931-1971.
Toho Electric Power:.

7 per cent 1925-1955 -----.................-
6 per cent notes, 1929-192 ----------------

Tokyo, City of, 5 pa cent 1927-1961 .--------
Tokyo Electric Po;er Ca.:

6 per cent 1925-1928 -----------------------
6 per cent, 1928-1953 ------------------ [

Ujigawa Electric Power, 7 per cent, 1925-1945.1

Principal I Amount of
amount Managers Our participation paripe.

$25,000,000 Guaranty Co----------- 7.7 per cent in purchase group ------ !$1,927,000
25, 000,000- -- do-- -.. ..-------------- 7 per cent in purchase group --------- 1,773,00

15, 000, 000 Dillon Read -------------- 3X per cent in banking group --- ----- 500,000
13,50,000 ---- do ---------------------- 6.4 per cent in banking group ----- - -875,000

15D,000,000 J. P. Morgan & Co ---------- 3.5 per cent in original group --------- 5,333.000
50,000,000 --- do --------------------- 1 4.2 per cent in intermediate group --- 2,100,000

25, 000000 Equitable Trust Co -------- 22.2gor cent in original group ------- 5, 555% 000
25,00,000- .... do .................. o...------------ -5,522,8W,000 J. P. Mo organ & Co - .4 per cent in intemi-at-e- group-: 1,2,000
15,000.000 Guaranty Co --------------- 4.4 per cent in banking group---------667,000
11,450,000- -- do --------------------- I 10.5 per cent in banking group----,::. 1. a 202,,000
20,640,000 J. P. Morgan & Co .-------- 3.5 per cent in distributing group - 73-- .000

24, 000,000 Guaranty Co --------------. 5.2 per cent in distributing group - 1-- 1, 250, 000
0000 ,000 --do ---------------------- 8 per cent in purchase group -........ 5,60,000

14, 000, 00 Lee Higginson. ------------- 13.4 per cent in purchase group -------- 1, 873, 00

SUMMARY

Principal Participa-
amount tion Profit

Germany -------------------------------------- $491,750,000 $65,21%000 $1,152,994
Other European ---------------------------------------- 1,52,000, 000 60,074,200 1,443,786
Latin America_ ..... ... ... ..--------------------------------- 405111,500 27,184,054 680,968Miscellaneous--------------------------------------10000 49,801,500 940,077

Total --------------------------------------------------- 3,8,251,50 2 69,7S4 4,217,2
Defaultedissues --------------------------------------------- 178,412,000 : 7,558,000 --------------

Offering
pries

98
90

93l.
86

924
90

96%
93%

90!'
96Y4
89%

98%
90%
91

Profit

331,410
27,876

24,570
24,989

132,452
39,842

57,875

1Z997

31. 59219,07
10,938

31, 447
83.38
73,902

Remarks

Retired.



SALE OF FOREIGN BONDS OR SECURITIES 443

SUPPLEMENTAL STATEMENT OF THOMAS W. LAMONT, OF J. P. MORGAN & CO.

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Mr. ISAAC M. STEWART, hI74hinton, January 6,1982.

Clerk Committee on Finance,
United State8 Senate.

DEAR MR. STEWART: I have received the inclosed statement from Mr. Lamont
wnich should accompany his testimony on Friday, December 18. It is in reply
to a question I asked Itim about the retirement of the Chile bonds.

Sincerely yours, HIRAM BINGHAM.

Memorandum.
$24,000,000 Republic of Chile 8 per cent bonds dated February 1, 1921, and

due February 1, 1941.
The above bonds were publicly offered by a group headed by J. P. Morgan & Co.

on'February 15, 1921, at a public offering price of 99 per cent and accrued interest.
The Guaranty Trust Co., Trustee, advises that $8,112,000 principal amount of

the issue was retired by operation of the sinking fund on or prior to August 1,
1928, on which date the remaining $15,888,000 principal amount of bonds out-
standing were redeemed at 110 per cent of the principal amount ot the offices of
Guaranty Trust Co. of New York.

On January 24, 1928, an issue of $45,912,000 principal amount of Republic
ofiChile Railway refunding sinking fund 6 per cent gold external bonds due
January 1, 1961, ;as offered for public subscription at 931% per cent and accrued
interest by a group headed by the National City Co.

The circular descriptive of the issue states the proceeds from such issue would
be applied to the extent of $10,830,000 to the redemption on August 1, 1928, of
the outstanding Republic of Chile external loan 20-year sinking fund 8 per cent
gold bonds dated February 1, 1921, and to the extent of $8,662,500 to the redemp-
tion on May 1, 1928, of the outstanding Republic of Chile external loan 25-year
8 per cent sinking fund bonds dated November 1, 1921, and for other purposes.





SALE OF FOREIGN BONDS OR SECURITIES IN THE
UNITED STATES

TUESDAY, JANUARY 5, 1932

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washingto,, D. 0.
The committee met at 10 o'clock a. m., pursuant to adjournment

on yesterday, in the committee hearing room in the Senate Office
Building, Senator Reed Smoot presiding.

Present: Senators Smoot (chairman), Watson, Shortridge, Couzens,
Jones, Metcalf, Harrison, King, George, Connally, Gore, and Hull.

Present also: Senator Johnson.
The CHAIRMAN. The committee will come to order. Mr. Dillon,

if you will come forward and hold up your right hand. You do
solemnly swear that the evidence you will give before this committee
in the hearing under investigation will be the truth, the whole truth,
and nothing but the truth, so help you God.

Mr. DILLON. I do.

TESTIMONY OF CLARENCE DILLON, A MEMBER OF THE FIRM
OF DILLON, READ & CO., NEW YORK CITY

(The witness was duly sworn by the chairman of the committee.)
Senator JOHNSON. Mr. Chairman, just before Mr. Dillon begins

his testimony may I ask, please, of the chairman and members of
the committee, that the house of Morgan be requested to furnisb us
with the gross profits in dollars and cents derived from each parti-
cular issue, and then if they desire to st te their net p .fits as well,
all right. The statement furnished to us last night by Mr. Aldrich
I spent some time upon later on in the evening, and I find that it is
a very complete statement. I see no reason why if the Chase National
Bank and its conferees can submit a statement of that sort we should
not have a similar statement from the house of Morgan. But I am
not asking for it in that detail. What I do ask is the house of Morgan
be requested to send to us the exact data upon the gross profits re-
ceived by that house upon each loan ,nale by it as designated in the
statement it (lid file. May I ask that?

The CHAIRMAN. Together with their net profits?
Senator JOHNSON. If they desire to state their net profits or any

other information it will be all right.
The CHAIRMAN. I think that would be necessary in order to show

the profits made.
Senator JOHNSON. It is immaterial to me. Let it be both gross

and net. Also, if you will pardon me a moment, also in the same
fashion that the statement furnished us last night shows, the origi-
nating or first syndicate in relation to the loan made. I do not know

445
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whether the members of the committee have read the statement fur.
nished by Mr. Aldrich last night, but in each instance, the Chase
establishment gives us the original group, and the percentage of each
group. For instance, in order that I may illustrate and make plain:
On the very first page of the statement, the first issue, Dominion of
Canada 1-year 4 per cent note, September 15, 1924, and then the
amount of that, the amount outstanding, the purpose of the issue,
the interest then of the original group, the interest being the Chase
Securities Corporation, Blair & Co., Equitable Trust Co., and others,
with their percentages given, and then a statement of "Our partici-
pation" in it, stating the amount of their participation, with the pur-
chase price, the offering price, the gross spread, and the profit. Now,
if the Chase organization can furnish us a statement of that sort I
think it is not inappropriate that the house of Morgan should be
requested to furnish us a similar statement. Would you like to see
Mr. Aldrich's statement, Senator George?

Senator GEORGE. I have looked at it.
Senator JOHNSON. You understand what I am driving at then?
Senator GEORGE. Yes.
Senator JONES. I should like to say that I would be more interested

in the net profit.
Senator JOHNSON. Very well.
Senator JONEs. It seems to me they would be glad to furnish that.

We could draw all sorts of conclusions as to gross profit.
The CHAIRMAN. It won't hurt to have them both.
Senator JoNEs. I think we should have them both.
Senator JOHNSON. I thank you very much. Now, Mr. Dillon,

I hope you have a statement for us like that.
Mr. DILLON. I think we have everything you will want. My

associate here, who will follow me, will give all'of the details.
Senator JoiNsoN. All right.
Senator HARRISON. Before Mr. Dillon proceeds with his testimony

I should like to say I am interested in a copy of a letter that was
written by the Chemical Foundation to the chairman of this coni-
mittee, which I think ought to go into the record. I move that it
be incorporated in the record.

The CHAIRMAN. To follow the testimony given by Mr. Dillon
to-day.

Senator HARRISON. All right.
Senator JOHNSON. Senator Harrison, might I inquire what is the

nature of the letter?
Senator HARRISON. I do not think that Senator Johnson will raise

any objection to it.
senator JOHNSON. Oh, no, my inquiry was not with that idea. I

would not have any objection anyway.
Senator HARRISON. It is in reference to foreign loans, and how

they diminish the credit to Americans in this country, and how they
increase the credit in foreign countries of foreign governments and
their nationals.

The CHAIRMAN. It will be made a part, of the record following the
testimony given by Mr. Dillon to-day.

(A letter from the Chemical Foundation (Inc.), under date of
December 31, 1931, addressed to lion. Reed Smoot, chairman,
Senate Finance Committee, will be found at the end of to-day's
proceedings.)
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The CHAIRMAN. Mr. Dillon, what company do you represent?
Mr. DILLON. I represent Dillon, Read & Co.
Senator GEORGE. At what location?
Mr. DILLON. New York.
The CHAIRMAN. Mr. Dillon, have you any statement you desire to

make at this time?
Mr. DILLON. I have read the resolution authorizing the commit-

tee's investigation, and have prepared a brief statement and some
figures which I think conform to what you want from me.

The CHAIRIMAN. To begin with, we would like to have you read
that statement if it is short.

Mr. DILLON. Very well. In considering this entire question of
foreign loans I think we must realize that our transition from a
debtor to a creditor nation came very suddenly as the result of the
war, and the change in our mental outlook has taken time and re-
quires more time for a corresponding adjustment. Over our history
our needs have been such that all our surplus wealth has been needed
to develop our own resources and pay interest and principal )n our
debts. Consequently we have had ingrained in us the attitud,3 of a
debtor nation but now we suddenly find ourselves a creditor nation,
with our own resources-both agricultural and manufacturing-over-
developed, producing far in excess of our own power of consumption.

And as a creditor nation we are developing capital very quickly .
In the past we could ship our surplus production to pay our debts.
That we can no longer do. Also being a creditor nation, other nations
are not taking our goods, but, in paying us, will be pressing us to accept
their goods. So we must determinee what we are going to do with
caital-certainly not at the moment to further develop our own
resources, now largely overdeveloped, but rather to get rid of our sur-
plus production, agricultural, mineral, and manufactured. In order
to (o this we must take in exchange the products of other countries
or make loans, or both. Otherwise we shall be forced to a curtailment
of our own production with the corresponding lowering of our standard
of living.

When we make a foreign loan, it very seldom results in the export
of United States currency but is the means of payment of a debt to us
or the transfer of goods somewhere. Again, we must determine what
is the most advantageous use the United States can make of her sur-
plus capital in her own (not anybody else's) interest, certainly not
m further overbuilding and not in making bad loans but in making
good loans to countries who are potential buyeis. This means to
Europe, who are potential buyers of our surplus in agriculture and
minerals and to South Amem ican countries, who are potential buyers of
our manufactured products, and to the extent that we make loans
to South America we are going to be exporters of goods.

In considering foreign debt;, I think they should be put into three
distinct categories:

1. Those owed to institutions or individuals of one country by
nstitutions or individuals of another country.

2. Those oived by governments or subdivisions of governments,
such as inunicipalities, to institutions or individuals of another
county.

3. hose owed by one government to another government.
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As to the first category, I am certain the private debtors are going
to pay unless extraordinary political or economic forces make it im.
possible. In every country the integrity of the individual still re-
mains. The larger private corporations to whom we have loaned
money are to-day solvent, and wherever there is any difficulty in
meeting their foreign obligations as in the short-term credits to this
country, it is a question of transfer, that is, their ability to get dollars
rather than their solvency.

As to the second category, of course, these are more susceptible to
political influences, but as to them I believe they will be paid. If
you can not assume that, then there is no basis left for the continua-
tion of our civilization.

As to the third, the debts between governments, these have always
been in a different class. Nations have not paid nations so much
from the sanctity of the obligation as from the expediency of the
moment. Whether these debts are paid or not paid is largely a
political question, primarily, in every country. If they are large
enough they naturally have a reflex on other debts, and each country
must consider what repercussions its handling of these debts will
have on its own situation.

I have prepared a summary of the foreign financing that our house
has done. In the period since the war the total amount of those
issues that we have handled, that is, where we have handled the
account, and I have not included issues where other banking houses
or banks have handled the account and where we may have partici-
pated for small amounts; but I am giving you Senators the figures
where we have handled the account.

The total of such issues amounts to $1,49i,228,543.
Senator WATSON. Over what length of time?
Mr. DILLON. Since January 1, 1919.
Senator JOH-NSON. Could you state, now, apl)roximately how much

you participated in in addition to that?
Mr. )ILLON. Senator Johnson, I think if you would let me finish,

if I may be allowed to?
Senator JOHNSON. Surely. Take your own way if you are going

to reach that point.
Mr. DILLON. Thank you. Of that $1,491,228,543 we originally

sold abroad, at the time of the offering of these securities in this
country, $270,918,000. Since the offering of these securities there
has been retired by sinking funds and calls $301,575,000. So that
on January 1, 1931, and I have no more recent figure, there was
outstanding less than $1,000,000,000; in fact, the figure would be
about $900,000,000 of the total amount of $1,491,228,543. Of that
amount it is difficult to say just how much is left in this country
because very large amounts of these foreign loans have been bought
back by the nationals of the issuing countries. For instance, the
Dutch loan has been largely bought back, and many German obli-
gations have been bought back by German nationals and German

banks. The Dutch Government has called $35,000,000 of their
loans now outstanding, for payment in April. The loans that we
have made have been divided as follows:

The amount outstanding on January 1, 1931
Senator JOHNSON (interposing). Do you mean 1931 or 1930?
Mr. DILLON. I mean 1931.

448



SALE OF FOREIGN BONDS OR SECURITIES

Senator JOHNSON. All right.
MIr. DILLON. There you have a total outstanding in round num-

bers $1,100,000,000 as against the original amount of $1,491,228,543.
Canada has $499,000,000. And you gentlemen will understand that
I am not now reading the odd hundreds of thousands of dollars.
Germany, $252,000,000; Holland, $115,000,000; France, $22,000,000;
Italy, $32,000,000; Poland, $27,000,000; South America, $209,000,000;
and Japan, $30,000,000, making a total of $1,189,000,000, which was
the amount outstanding on January 1, 1931.

Senator GORE. Were there any Cuban bonds?
Mr. DILLON. No Cuban bonds at all. We have not issued any

Cuban bonds. Senator Gore, my associate tells me that there was a
small issue of two million odd dollars for a sugar company, which is
an American company, but which has properties in Cuba.

Senator WATSON. Of the $499,000,000 in Canada, does that mean
in all the three categories that you have mentioned?

Mr. DILLON. Those are the totals of our loans.
Senator WATSON. Of all three categories in the way of loans to

Ca nada?
.1r. DILLON. Yes, sir.
Senator WATSON, Could you segregate those or separate those so

that. we might have the information?
Mr. I)ILLO.S. My associate will have a complete list and will give

you, as vou will see when that is turned in, the details of every one
of those, and just which were to municipalities, and which weie to
corporations. The majority of that amount was to corporations,
but whose obligations were guaranteed unconditionally by the
Canadian Government, both as to principal and interest.

Senator WATSON. Have there been any defaults whatever in the
payment at the proper time of any of these loans in any of these
countries?

Mr. DILLON. There have been no defaults whatever in the $499,-
000,000 to Canada; no defaults whatever in the $252,000,000 to
Germany, no defaults whatever in the $115,000,000 to Holland; no
defaults'whatsoever in the $22,000,000 to France, no defaults what-
ever in the $32,000,000 to Italy; no defaults whatever in the $27,-
000,000 to Poland; no defaults whatever in the $30,000,000 to Japan.
But in the South American loans of $209,000,000 there was as of
January 1, 1932, $37,000,000 to Bolivia in default. As to $52,000,000
in the two Brazilian issues, the Brazilian Government has announced
that it will fund them over a period of-

Senator WATSON (interposing). Were those Government loans?
Mr. DILLON. Those were Government loans. And they have

announced that they will fund over a period not exceeding three years
the interest on those bonds which they can not pay in dollars. This
Brazil has done in the past. She did it in 1898 for a 3-year period,
and she did it again in 1914 for a 3-year )eriod. In both cases they
resumed their payments at the end of the period, and the funding
obligations which they gave over that period were good.

Senator KINo. Was any part of the sinking fund in default ?
Mr. DILLON. Interest and sinking fund were both funded.
Senator Kix-G. As to this large sum you have given, did any banks

in the United States or elsewhere participate, or were the loans floated
entirely by you?
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Mr. DILLON. In the syndicates which we formed I should say that
banks both in this country and possibly bankers abroad had interests
in some of these totals.

Senator KING. Did the National City or the Chase or any of our
larger banks in New York participate with you in these transactions?

Mr. DILLON. Yes; in some of these transactions they (lid.
Senator KIN G. But your company was the principal force or the

paramount force in the taking of these loans and in allocating then
andi disposing of them, I mean of these securities.

Mr. DILLON. I did not hear the early part of ybur question.
Senator KING. Was your company the manager of these securities

or of these loans that you have just indicated, amounting to, in round
numbers, $1,400,000,000?

Mr. )ILLO N. We, in conjunction with our associates, took the
accounts.

Senator Kixo . Who took the lead in them?
Mr. DILLON. We did.
Senator HARISON. Mr. Dillon, you share the opinion, do you not,

that one of our troubles to-day, is lack of credit in this country?
Mr. DILLON. Yes. that is one of our troubles.
Senator HARRISON. A great many banks have contracted their

credits and it is difficult for persons or corporations to borrow even
though they may have what appears to be good security, and that
has rather slowed up industry in the United States. That is true,
is it not?

Senator GORE. Senator Harrison, I did not understand the last
part of your question.

Senator HARRISON. I asked Mr. Dillon if it were not true that
because of the frame of the public mind or whatnot, there was a con-
traction of credit, and that it had had its influence in tie slowing of
the activities of industry, commerce or whatnot. lhat is true
generally, is it not, Mr. Dillon?

Mr. DILLON. I do not know at the moment of any deliand for
money by borrowers for the development of industry, for the sale of
their goods, that is not being met.

Senator HARRISON. It is your opinion then that in the various
communities throughout the United States it is pretty easy for a
fellow to go to a bank and borrow now if he has adequate security.

Mr. DILLON. That is not what I said.
Senator HARRISON. Well, I just wanted to put it the other way

round, because I thought my question answered your answer, and
very much so. There is a contraction of credit upon the part of
banking institutions to-day, isn't there?

Mr. DILLON. My own institution, Senator Harrison, is not engaged
in commercial batiking, and I should rather not express an opinion
on whether national banks or commercial banks are properly handling
their business.

Senator IIARRISON. I am not asking you about any l)articular
bank but just generally speaking. I dil not think that was a con-
troverted question. 1 thought everybody was agreed that there was
a little contraction of credit on the part of banks in the making of
loans.

Mr. DILLON. It is difficult to sell securities to-day.
Senator IARRISON. And it is (liflicult to borrow money.
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Mr. DILLON. On those securities do you mean?
Senator IARRISON. Well, what not. It may be that some witness

has testified to this and I have not been able to be present all the time
during these hearings, but when you make a loan in a foreign country,
that forms a basis of credit, do not economists say, of about five times
the amount of the loan?

Mr. DILLON. Are you asking ne that question?
Senator HIARRISOx. I do not know. One economist might say

five times and another a greater or lesser amount, and I do not know.
Senator IARRISON. What would you say as to a loan to Germany

of a million dollars? Would that furnish a credit of several times a
million dollars, or I mean a basis of credit of that amount for the
people?

Mr. DILLON. I do not know that. I should not think so. If
you loaned Gerniany a million dollars, then Germany has a credit
of a million dollars in this country.

Senator llARRISoN. Then do 1 understand vou to say that econo-
mists so far as you know do not agree on abasi- of the extent of
credit resulting from a loan, that it is several times the amount of
the actual loan?

Mr. I)ILLON. I do not in(lerstand that to be the case.
Senator II.iuisoN. But if that were true it would deprive us here

in this country of American money of that amount and of a like
credit, would it not?

\1r. DILLON. Senator Harrison, I should think if the credit were
demanded and needed in this country it would be used in this coun-
try. The only credit that is available for foreign loans is the surplus
cre(lit in this country.

Senator HARRIsON. Well, I will l)ut it this way: In other words, if
there was a demand for credit in the United States, a need for money,
and we had loaned, say, in foreign countries a fixed amount, aind
economists generally thought that the credit augmented very greatly
or was enlarged over the basis of the loan, that when we had loaned
that money in foreign countries we had thus deprived to that extent
American citizens of such basis of credit, do we not?

Mr. DILLON. No, I should not say so.
The CHAIRMAN. Mr. Dillon, while those foreign loans were being

made do you know of any American who asked for credit and who
had a proper standing forgetting credit, who (1id not get that credit?

Mr. DILLON. No. The only loans made abroad were surplus
credits in this country.

Senator HlARuISON. Well, that was in normal times. That was,
we will say, when we had prosperity.

Mr. DILLON. No; that is at any time a foreign loan is made.
Senator IlARIiSO-N. So you would say now, ia these times, while

we may differ as to contaction of credit upon the part of banking
institutions, and the plentiful amount of credit that one (an get-

Senator S OItTI DGE (interposing). If he has securities to put up.
Senator HAmRISON. Yes. he fact that we inay have loaned

$650,000,000 to Germany, and billions of dollars elsewhere, in prior
years, when there was slrpllu credit, and now with this money being
out, Outside of the United States, would you say it was not'having
any effect or influence upon the ability of Americans to borrow money
at this time?
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Mr. DILLON. Do you say at this time?
Senator HARRISON. Yes.
Mr. DILLON. Senator Harrison, when that money was being loaned

abroad, when you say that six billions of dollars-
Senator HARRISON (interposing). No; I said $650,000,000 to Ger-

many.
Mr. DILLON. Oh, to Germany alone.
Senator HARRISON. Yes.
Mr. DILLON. But during the period when we were making foreign

loans, over that period, foreign governments paid this Government
something over two and a half billion dollars. They bought many
billions of dollars worth of our goods. Whether they could have done
any or all of that had we .ot been making those credits to my mind
is very clearly answered; they could not. So if you want to go and
unwind all this I do not know at what point you should start, or
when the sale of our goods would have stopped, or when payments
by foreign governments to us would have stopped.

Senator HARRISON. Mr. Dillon, let me get your views on this.
because you have a great national reputation as an economist and
financier.

Mr. DILLON. As an economist, sir?
Senator COUZENS. I hope not.
Mr. DILLON. Oh, no.
Senator WATSON. Senator Harrison, don't run him down that way.
Senator HARRISON. Suppose Ameiican money is loaned in foreign

countries, be it in Canada or elsewhere, and this money is put into
factories to make goods and to give em ploymnent to foreign labor in
competition with our own, do you believe that is good business
policy? Do you think that is helpful to the United States?

Mr. DILLON. I do not think your statement is a correct statement,
sir, of the facts. I think the lending of money abroad for the develop-
ing of the resources of our potential customers, who are going to buy
our goods is vety good business, not only good business but essential
business it we are going to sell out surplus products.

Senator HARRISON. Then would you carry that out by putting
a tariff wall so high that they could not tell us their goods?

Senator WATSON. I did not know that we had a tariff bill before us.
Senator SHORTRIDGE. That subject is not before this committee.
Senator HIARRISON. That is trite to some extent, but, Mr. Dillon,

you do not want to qualify your statement with reference to the
tariff at all, do you?

Senator COUZENS. I had not heard Mr. Dillon make any statement
about the tariff.

Senator SHORTRIDGE. No, and I wonder if the gentleman from Mis-
sissippi wants cotton to come in free.

The CHAIRMAN. Senator Harrison, is your theory as follows:
That when they had these billions of dollars more than they could
possibly have loaned in the United States, with no demand for it in
the United States, the banks ought to have kept all that money in
their vaults thinking that perhaps some day in the future there might
be a demand for it?

Senator IIARRISON. I do not know that that is particularly my
theory.

The CHAIRMAN. That is substantially your question.
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Senator COUZENS. May I ask the chairman if Senator Harrison is a
witness?

The CHAIRMAN. I do not know, but he has made certain statements.
Senator HARRISON. The chairman has asked me a question and

I think I ought to be able to answer him on the proposition. I think
the more money we are loaning in foreign countries the more money
we take away from the credit in this country. And I think further
if we did not have so much money loaned in foreign countries at this
time we would have a little more money to loan to American citizens.

The CHAIRMAN. Yes, and hindsights are better than foresights.
Senator HARRISON,. That is true. I think that is tll I wish to ask.
Senator KING. Without desiring to controvert the position of our

colleague I should like to ask Mr. Dillon: Assuming that we do loan
a considerable amount of money abroad and that we get securities
for those loans, and that those securities are gilt-edge, would they
not be the basis for credit in the United States extended to Americans
who may desire to borrow money? That is to say, supposing that I
had purchased $50,000 of French bonds, or of German bonds, and
now desired credit in the United States, could I use those bonds as
a basis for credit at the banks?

Mr. DILLON. Yes. Those bonds are the same as any other col-
lateral at the banks.

Senator KING. I could use those as collateral the same as I would
use American bonds which I might have purchased, by way of getting
money out of a bank, in place of using American securities.

Mr. DILLON. The question that you have asked is, could you use
these bonds better than American bonds. It so happens that French
bonds to-day are selling nearer the price you paid for them than some
American bonds sell for.

Senator SHORTRIDGE. Do you mean Government bonds? Do you
say that French Government bonds are better than Anerican Govern-
ment bonds?

Mr. DILLON. Oh, no, I did not say better, I said that on the
French bond to-day Senator King, you could borrow probably better
that you could on certain American security that you may have
purchased. I supposed in my answer that you meant any sort of
American bond, but not an American Government bond.

Senator WATSON. And they are not eligible for rediscount at the
Federal reserve banks.

Mr. DILLON. And neither are our public utility bonds so eligible
for rediscount.

Senator WATSON. You spoke of German loans. Of what did the
loans consist? I believe you referred to $250,000,000.

Mr. DILLON. Will you let me finish my answer to the other ques-
tion?

Senator WATSOIN. Certainly.
Mr. DILLON. The French bond which you asked about using as

collateral, my associate here calls my attention to the fact that they
recently sold for 112.

Sen:ttor KING. The French bonds?
Mr. DILLON. Yes, sir.
Senator KING. What do our Government bonds sell for?
Mr. DILLON. Well, it is a questionn of the coupon. Ouir 3's were

selling at 87 or 88, but the French bond calls for 7 per cent. You
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can not compare them. And I want to say that you can not compare
the credit of any other country with the credit of the United States
Government. The credit of the United States Government is pre.
eminently in a class by itself. But unfortunately for the investor
the United States is not in the market to use all the funds that are
to be invested. Therefore, you must put funds into something else,
and you must decide what is the next best thing to put your funds
into when you can not loan them to the United States Government.

Senator KING. Perhaps this is not quite germane to the question,
but was it dangerous to the United States a number of years ago
when we were building our railroads and extending our ind(lstries
to borrow, as we did, hundreds of millions of dollars from France
and Germany and other countries to invest in the United States?
Was it dangerous to us as well as to the lending countries?

Mr. DILLON. I should not think so, sir.
Senator KING. You know that many of our railroads were built

with foreign money.
Mr. DILLON. Yes, sir.
Senator KING. And that many of our industries were built up

with foreign money.
Mr. DILLON. Yes, sir.
Senator KING. And we profited and they profited. So generally

speaking, without reference to any contention as to depriving solvent
corporations of loans, the proper loaning of money to countries or
corporations is advantageous. It brings nations closer together, and
tends to promote trade and commerce, does it not?

Mr. DILLON. Yes.
Senator GoRE:. Mr. Dillon, several of these foreign issues floated

in the last few years bear 7 per cent interest the same as the French
issue.

Mr. DHLON. Over the period of the last 9 or 10 years we are
talking about?

Senator GORE. Yes.
Mr. DILLON. Yes, I think probably there were a number of them.
Senator GORE. Did that rate of inierest have anything to do with

our money going abroad, regardless of whether there was a surplus
of credits in this country or not?

Mr. DILLON. I should say not.
Senator GORE. And if you were offered a 5 per cent loan in this

country and a 7 per cent loan abroad you accept the lower rate of
interest unless there is a surl)lus to respond to the 7 per cent rate?

Mr. DILLON. If there is a demand for money in this country and
you can get equally good security abroad at a higher rate, why, the
demand in this country would probably have to meet that rate.

Senator GoR.. So it is not always a question of surplus. It is some-
what a question of the rate.

Mr. DILLON. No, it is a question of surplus, because this country
would use its own money.

Senator GORE. If you call any credit, that goes abroad, regardless
of circumstances or as to surplus, then of course that ends it. That
is a mere matter of definition.

Mr. DILLON. I think it is, quite.
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Senator GORE. That when it gocs abroad in response to a higher
rate than the local rate, it still reflects the surplus and bears the
character of surplus.

Mr. DILLON. Or else we should keep it here.
Senator GORE. You would keep it here and lend it at a lower rate

of interest unless it entered some sort of definition of surplus.
Mr. DILLON. I do not think you could get it here at a lower rate.

I do not know how you would control that.
Senator GORE. That is the point.
Senator COUZENS. It would automatically raise the rate in this

country.
Mr. DILLON. I think you will find that the money rates in the

world are reflected from one market to another, because capital is
mobile. A good deal of the capital invested in this country is from
foreign countries.

Senator GORE. And money responds to the rate of interest.
Senator KING. Mr. Dilloni, I want to ask you whether or not in

1926, 1927, 1928, and 1929, but more particularly in 1928 and 1929,
du ing this gambling era, there were large suns of money, or any
sums of money, from European or other nations lying here in America
for call and used on call in the New York market.

Mr. DILLON. I should think that is a question to ask the com-
mercial banks who handle that sort of business. They could give
you the facts much better than I could.

Senator KING. Don't you know as a matter of common knowledge,
being engaged in this business and selling sec-irities during the years
to which I have referred, that money was here from France and
Germany and other countries abroad, and was invested through the
banks and through brokers in New York?

Mr. DILLON. Certainly some money was but I thought you wanted
me to tell you the amounts, which I would not know.

Senator KING. Didn't your firm use some foreign money in the
purchase of securities or lend some foreign money?

Mr. DILLON. For foreign account?
Senator KING. Yes.
Mr. DILLON. Only very small balances that we were carrying for

foreign account were loaned on call.
Senator KING. Do you know whether Germany loaned on call in

New York or in the United States during the period to which I have
referred?

Mr. DILLON. They did not through my house. I do not know
whether they did through other institutions or not.

Senator KtiNG. You stated a moment ago that German nationals
had purchased a considerable amount of bonds of their own issue.

Mr. DILLON. Yes, sir.
Senator KING. Where did they get the money with which to pur-

chase? If Germany is hard t1p where (lid those nationals get the
reonty with which to purchase their own bonds?

Mr. DILLON. I did not follow through and ask them. They paid
us for the bonds they bought.

Senator KING. Do you know the amount. of bonds that Germany
has purchased in the United States during the past two years?

Mr. DILLON. No; I do not. 'Tie amount that we have bought
for German account, of their own issues, I could tell you, but it is an
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immaterial amount, as I state here, $270,000,000 were sold abroad
at the time of our offering.

Senator KING. Of German bonds.
Mr. DILLON. No; that is our foreign bonds. That would include

the Germans and the Dutch and so on, at the time of our offerings.
I do not know the percentage, but $270,000,000 were bought by
foreigners.

Senator COUZENS. And not by Germany alone?
Mr. DILLON. No.
Senator COUZENS. You have not segregated the amount bought by

German citizens?
Mr. DILLON. No. But we have been selling since then to foreign

accounts.
Senator KING. Have you any way of determining whether the

German bonds that were bought in Germany were acquired by
individuals or by investment companies or by banks?

Mr. DILLON. They were acqurod, I should think, by banking
institutions and by the borrower buying back his own obligations
to a certain extent.

Senator KING. Do you mean corporations?
Mr. DILLON. Yes. You see, Senator King, our loans to Germany

have been largely, or entirely with the exception of possibly an item
of $3,000,000, our whole $252,000,000 has been to corporations. We
have made no long-term loans to the German Government as such
or to municipalities or to subdivisions of the government. Our loans
have been made to corporations and business organizations in Ger-
many.

Sienator KING. In view of a question answered yesterday by one
of the witnesses I want to ask you, if you care to express an opinion
about iz: Did your company make an investigation in Germany as
to the 11olvency, resources, potentialities, of the corporations whose
bonds yoa floated in the United States?

Mr. DILLON. There are two sorts of investigations that we make:
The legality of your issue, which was, I think, one of the questions you
asked on yesterday; and the potential ability of the borrower to pay.
These two investigations are made in a very thorough and exhaustive
fashion. As to legality, we have that matter examined by foreign
counsel, the authorization of the corporation to borrow. We have
examined the statute under which the corporation enjoys its corporate
entity. We examine the laws of the land that govern that. Then we
have American counsel check through the opinion of foreign counsel,
and give us a joint opinion on all that; first as to the legality as far as
the authorization of the company itself is concerned, and then as to
by-laws and the incorporation of the corporation; then as to the law
of the land under which it was incorporated. That is a most exhaust-
ive examination.

Senator KING. These tire always matters that are inquired into,
but I am more concerned about the matter of economic condition.

Mr. DILLON. Then economic condition is inquired into quite care-
fully, the history of the company is gone into from its inception.
Their accounts, by their own accountants, are examined for years
back. Then in addition to that, firms in America, firms other than
German firms, are put on the books by us, and check their audits, and
make their own independent audits, and report back over a period
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of years the operations of the corporation or company. We go further
into the question of where their products are sold, particularly with the
idea of their being able to pay in foreign exchange, in dollars. We
check up the company and see what proportion of its product is sold
abroad for which they are paid in foreign currency, and what part is
sold in the country itself; the debts, if any, of the company, the record
of dividends, and a completee and most thorough investigation is
made from the inception of the company.

Senator KING. Then, you were convinced, from the examinations
you made, as to the soundness of the economic condition of Germany?

Mr. DILLON. We are convinced, before we make a loan to any
company, as to the soundness of that company and its ability to
repay that loan.

Senator KING. That company; but, of course, being an integral
part of the nation and of its economic structure, that bore some
relation to it. Was it your opinion, then, that the loans which you
made, or the securities which you sold here, were of companies which
not only were sound, but that the economic structure with which
they were connected was sound?

Mr. DILLON. The loans that were made at that time we felt were
good. We thought that they would be repaid. To-day we are
equally certain that they are good and will be repaid, unless some
political or economic catastrophe which no man can foresee happens to
prevent those individuals paying.

Senator SHORTRIDGE. There hi'as been no default in the payment
of interest?

Mr. DILLON. We have had no defaults in the payment of interest
or sinking fund in the cane of any loans in Europe.

Senator JOHNSON. In order to make it perfectly plain as to the
investigations you made with reference to the particular loans which
you have described as to Germany, such investigation as was abso-
lutely essential to convince you of the validity of the loan and as to
its appropriateness, and as to the ability of the debtor to pay, was
made every instance by you where loans were managed by you?

Mfr, DILLON. In every instance.
Senator JOHNSON. Thiat applies to South America as well as to

Europe?
IM-r. DILLON. Yes.
Senator SHowr.mnGP. There have been no defaults in the payment

of interest. You believe that the hxtei,2st and the principal to become
due will be paid in due course?

Mr. DILLON. Barring only, as I say, some extraordinary economic
or political upheaval; I do, sir.

Senator SHORTRIDGE. Assuming that to be so, may I ask you what
is the market value of these several securities which were acquired
by you and distributed in the nianner you have described? What is
their present market value here in America?

Mr. DILLON. That would be a rather lengthy answer, going over
them in detail, but I think, to satisfy your question, I can say the
market value is low.

Senator SHORTRIDGE. Why is that? That seems a simple question
but it has been many times propounded, and I venture to propound
it. If a stock is good, if a ( bond is good, if there has been no default

mo u N
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in the payment, the company is solvent and going, how comes it that
that bond, then, is selling way below par? What is the reason?

Mr. DILLON. I wish I could answer that; but the same thing that
applies to these foreign bonds, whatever that influence may be, applies
to our own local securities.

Senator SHORTUIDGE. Precisely. Why is it?
Mr. DILLON. I can not answer that.
Senator WATSON. That is what we call psychology, is it, or mental

attitude?
Mr. DILLON. Possibly. I would really like to know that answer

myself.
Senator WATSON. It is the mental attitude.
Mr. DILLO'. That is it; but what brings about the mental attitude?
Senator SHORTUIDGE. Some economist might tell us. Perhaps

Senator Harrison can explain it. I do not know.
Senator JOHNSON. Have you finished the statement you desire to

make, Mr. Dillon? Had you concluded your preliminary statement
entirely?

Mr. DILLON. Yes.
Senator GORE. Let me ask a question here, because it is appropriate

at this point. I was not here when you began. Were you requested
to place in the record a copy of a typical contract which your house
enters into with a foreign government in preparing to float a loan?

Mr. DILLON. No, sir.
Senator GORE. Would you object to placing that in the record?
Mr. DILLON. No, sir.
Senator GORE. Would you also place in the record a typical con-

tract between your house, as the managing house, and the under-
writing syndicate?

Mr. DILLON. I shall be glad to.
Senator GORE. Does England have a law, order, or regulation

reqwring a managing house preparing to float a foreign loan to
publish the contract with the managing house, or between the manag-
ing house and the borrower on the foreign loan?

Mr. DILLON. I am not familiar with the British laws.
Senator GoRE,. France does. The Minister of Finance in France

has to visa any foreign security before it can be listed on their Bourse,
or stock exchange.

Mr. DILLON. I do not know that.
Senator GORE. All right. Thank you.
Senator JOHNSON. Do you recall whether or not, in the lattr part

of 1927, the State Department addressed a letter to the houses that
were engaged in dealing with foreign securities, suggesting that no
further foreign loans should be made?

Mr. DILLON. I do not recall.
Senator JOHNSON. You do not recall any duch letter?
Mr. DILLON. No, I do not.
Senator JOHNSON. Do you recall the time that the State of Prussia

wanted to borrow $30,000,000, or float a $30,000,000 loan in the
United States?

Mr. DrzN. They did not negotiate with us. I do not recall.
Senator JOHNSON. Did you participate in that loan at all?
Mr. DILLON. No, we did not.

I
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Senator JOHNSON. Do you recall whether or not Secretary Kellogg
at that time had anything to say in respect to that particular loan?

Mr. DILLON. I do not, sir.
Senator JOHNSON. Do you remember the statement that was made

by S. Parker Gilbert in the latter part of 1927 regarding Germany
being overboriowed?

Mr. DILLON. I heard you talk of it yesterday, sir.
Senator JOHNSON. I mean beyond that-not simply what I said

yesterday, but are you familiar with the fact?
Mr. DILLON. I understand that he made some such statement:

yes.
Senator JOHNSON. Do you recall having read it at the time that

statement was made by Mr. Gilbert?
Mr. DILLON. I undoubtedly read it; yes.
Senator JOHNSON. Was it accurate?
Mr. DILLON. I do not know. I do not like to pass upon the

accuracy of Mr. Gilbert's statement.
Senator JOHNSON. As to Germany being overborrowed in the latter

part of 1927, do you know whether or not that was accurate?
Mr. DILLON. You mean the German Government?
Senator JOHNSON. Yes; and also German industrials.
Mr. DILLON. I do not think that any of the German industrials to

whom we loaned money were overborrowed.
Senator JOHNSON. I am not speaking of those--
Senator WATSON. Let me ask a question right there. Have you

loaned any money there since 1927?
Mr. DILLON. In Germany?
Senator WATSON. Yes.
Mr. DILLON. I can give you that exactly, sir.
Senator WATSON. You will pardon me, Senator.
Senator JOHNSON. Surely.
Mr. DILLON. In 1928 we loaned about thirty-odd million dollars

to different German industrials.
Senator JOHNSON. Do you know when the last German govern-

mental loan was floated?
Mr. DILLON. The Young bonds, I suppose you refer to?
Senator JOHNSON. $300,000,000, was it not?
Mr. DILLON. I do not remember the year.
Senator JOHNSON. Did you participate in that loan?
Mr. DILLON. Not as a principal.
Senator JOHNSON. I know; not as a principal, but did not all of you

take part of the loan?
Mr. DILLON. I think probably we bought some of those bonds.

I can let you know by looking that up.
* Senator JOHNSON. You have before you, have you not, a statement

of all the foreign loans that have been made by you?
Mr. DILLON. Yes.
Senator JOHNSON. That statement is in front of you at the present

time, is it not?
Mr. DILLON. Yes.
Senator JOHNSON. Do you recall the Bolivian loans?
Mr. DILLON. Yes. There was a Bolivian loan in 1927.
Senator JOHNSON. How much was that?
Mr. DILLON. $14,000,000.
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Senator JOHNSON. Were you the principal in that loan?
Mr. DILLON. We were.
Senator JOHNSON. Do you recall the subsequent loans to Bol via?
Mr. DILLON. There was one in 1928?
Senator JOHNSON. How much?
Mr. DILLON. $23,000,000.
Senator JOHNSON. Were you the principal in that?
Mr. DILLON. We were.
Senator JOHNSON. What was the profit that you made out of that

loan?
Mr. DILLON. The gross receipt was $255,000.
Senator JOHNSON. And of the first-
Mr. DILLON. When you say "profit," Senator, that is our gross

receipt, before deducting any of our operating expenses.
Senator JOHNSON. Yes. We will consider'that in reference to all

those, that you speak of gross receipts, before deducting your oper-
ating expenses.

Mr. DILLON. That is correct.
Senator JOHNSON. All right. What was the profit in the first

Bolivian loan, if you please?
Mr. DILLON. Not profit. Again, may I correct you, Senator.
Senator JOHNSON. Very well.
Mr. DILLON. Our gross receipt, before we deduct any of our

expenses, which were very large, on the first Bolivian oan, was
$500,000.

Senator JOHNSON. Was there a third Bolivian loan?
Mr. DILLON. No; that is all.
Senator JOHNSON. Just two?
Mr. DILLON. Just two.
Senator JOHNSON. What has become of those loans?
Mr. DILLON. They are both in default as to the paymij.t of

interest.
Senator JOHNSON. Do you know why?
Mr. DILLON. And sinking fund.
Senator JOHNSON. Do you know why?
Mr. DILLON. The resources of the country, its inability to collect

taxes, which is largely dependent on the tin market.
Senator JOHNSON. Were all you gentlemen who were engaged in

floating loans in South Amerioa competing in the South American
capitals for the management of those loans?

Mr. DILLON. I think it is accurate when I say that in no instance
did we compete for business. I mean, we negotiated with the
Government direct, not at the same time as others.

Senator JOHNSON. Do you recall-
Mr. DILLON. We have declined to make bids for securities in

competition with other people.
Senator JOHNSON. Do you recall whether you had any local

representative in Bolivia at the time of the negotiations, or at any time
during the negotiations in respect to those loans?

Mr. DILLON. The Bolivians came to New York in both those cases.
Senator WATSON. Senator, was that a governmental loan, or a

loan to a corporation?
Mr. DILLON. A governmental loan.
Senator WATSON. In both instances to Bolivia?
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Mr. DILLON. Both instances; and this is the first time, Senator, I
might add, in that connection, that Bolivia has ever defaulted in
recent history. I think, when you consider the repercussions on the
revenue of a government due to the economic changes that have
taken place, it is not surprising that a country like Bolivia, under
these present conditions, is forced to suspend its interest payments,
when you think of our own Government's revenues, in 1929 and 1930
we had a surplus, I think, of five hundred to eight hundred million
dollars. One year later we have a deficit of two thousand million
dollars, roughly. The revenue of a government is very sensitive to
the economic structure of its country.

Senator JOHNSON. Do you recall, in conjunction with the Bolivian
loan, that the Minister of Finance got into any difficulties?

Mr. DILLON. No, sir.
Senator' JOHNSON. You have no knowledge on that subject at all?
Mr. DILLON. No.
Senator JOHNSON. You do not know that he was accused of having

accepted a bribe of $40,000 in respect to that governmental loan?
Mr. DILLON. No, sir.
Senator JOHNSON. Do you recall making a loan to Milan, Italy?
Mr. DILLON. Yes: we did make a loan to Milan, Italy, in 1927.
Senator JOHNSON. What was the amount of that loan, please?
Mr. DILLON. $30,000,000. Our profit, as you call it, that is, our

gross receipt, was $78,000.
Senator JOHNSON. Do you recall whether or not there were any

court proceedings in Cremona with respect to that particular loan?
Mr. DILLON. My associate says there were.
Senator JOHNSON. Do you remember- if you do not recall it is not

necessary for you to state-as to whether or not any particular official
was charged, in regard to that loan, with having received some
portion of it, or having received some money in respect to it?

Mr. DILLON. I do not know.
Mr. HAYWARD. I am not sworn, Senator. Perhaps I had better

not say anything.
Senator JOHNSON. You may state it, if you know.
Mr. HAYWARD. I understand he was so charged, and that he was

exonerated. We made no payment, of course. We had nothing to
do with it.

Senator SHORTRIDGE. What was the charge?
Senator JOHNSON. Do you remember a loan of $25,000,000 to the

Central Railroad of Brazil?
Mr. DILLON. There was a loan in 1922, Senator, to the Brazilian

Government of $25,000,000. I think that may be the loan you refer to.
Senator JOHNSON. That is the loan, yes-$25,000,000.
Mr. DILLON. $25,000,000.
Senator JOHNSON. What was the amount that you received on

that loan?
Mr. DILLON. Our gross receipts on that were $321,000.
Senator JOHNSON. Can you produce, please, the prospectus in

relation to that loan that was sent out by your'house?
Mr. DILLON. Yes.
Senator JOHNSON. Will you kindly do it at your convenience?
Mr. DILLON. Yes.
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Senator JOHNSON. Do you recall that the prospectus there stated
that it was for electrification?

Mr. DILLON. As I recall, it stated that part of it was for electri.
fication.

Senator JOHNSON. That is now practically eight years ago. Do
you know whether or not there has ever been any electrification of
the railroad, for which the loan was made?

Mr. DILLON. I understand there has been no electrification done
yet, but the Government has recently asked for tenders and pro-
posals on the electrification.

Senator JOHNSON. Is that loan defaulted?
Mr. DILLON. Yes; that loan is now defaulted. They have funded,

o, announced their intention of funding, which is probably a technical
difference.

Senator JOHNSON. That is a technical word for defaulting for the
moment?

Mr. DILLON. No. The difference is this. They pay you the
interest, but they pay it in their own obligations, which are interest
bearing, rather than do nothing, you see, which is a default. Brazil
has done that in the past on two different occasions, as I have said,
and both times they have made good.

Senator JOHNSON. In this instance is there any interest in default?
Mr. DILLON. The 1st of December interest was not paid.
Senator JOHNSON. Do yot' know whether or not the sinking fund

has been provided for?
Mr. DILLON. Again, on the 1st of December, it was not provided

for.
Senator JOHNSON. So that, in relation to the electrification of that

particular railroad in Brazil, that was to be electrified eight years
ago, on a loan of $25,000,000, thus far there has been no electrifica-
tion, and in December of last year, neither the interest was paid nor
was the sinking fund provided for.

Mr. DILLON. Of that $25,000,000 loan, to the Brazilian Government
at that time, only $8,000,000 was to be used for electrification, and
they are now asking for tenders on that, and it is $8,000,000 of the
$25,000,000 you are talking about, not the $25,000,000, when you
speak of the electrification.

Senator JOHNSON. My interest in it arose from the fact of the in-
vestigation that was made originally in regard to these particular
loans that you said had been made by you in each instance.

Mr. DILLON. That is correct, sir.
Senator JOHNSON. All right. In December both the interest was

passed and the sinking fund was not attended to, either, is that correct?
Mr. DILLON. That is correct.
Senator JOHNSON. That is accurate?
Mr. DILLON. They were not paid or attended to because they had

decided on a funding.
Senator SHORTHIDGE. Is it a Government-owned railroad?
Mr. DILLON. It is, a Government loan, to the Brazilian Govern-

ment. It is not to the railroad. There was no loan made to any
railroad. The loan was made to the Government.

Senator JOHNSON. Were you interested in the loan to Peru?
Mr. DILLON. No, sir.
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Senator JOHNSON. That is, you had no portion at all of the interest?
Mr. DILLON. No.
Senator JOHNSON. That was J. & W. Seligmann & Co.?
Mr. DILLON. I do not recall.
Senator WATSON. Does the Government own the railroad in Brazil?
Mr. DILLON. It does.
Mr. HAYWARD. It owns it 100 per cent. It is operated by the

Ministry of Railroads. It is not even a corporation.
Senator SHORTRIDGE. But the loan is for the railroad?
Mr. HAYWARD. Yes.
Mr. DILLON. It is just a department of the Government.
Senator JOHNSON. I do not know whether the Senator from Indiana

was asking the question to demonstrate how poor the railroad was,
or how ready our financiers were to lend to a government-owned
enterprise outside the United States. I am not clear as to which
was in his mind.

Mr. DILLON. Senator, we did not loan to a government-owned
enterprise. We loaned to the government.

Senator JOHNSON. Yes.
Mr. DILLON. That enterprise is in the same relation to the govern-

ment as our post office is to ours. That ente *rise is not a separate
corporation. It is operated as a department of the government.

Senator JOHNSON., But your loan related to the railroad.
Mr. DILLON. Eight million of the twenty-five million was to be

used for the electrification, so they told us.
Senator JOHNSON. "So they told us," you say.
Mr. DILLON. Yes. That was at the time they made the loan,

explaining what they were using it for.
Senator JOHNSON. You will furnish that prospectus, and that will

enable us to see.
Mr. DILLON. Yes.

DILLON, READ & Co.,
New York, January 7, 1932.The Hon. REED SMOOT,

United States Senate Office Building,
Washington, D. C.

My DEAR SENATOR: During the course of Mr. Dillon's testimony before your
committee on Tuesday, we were asked to submit three documents which I take
pleasure in inclosing herewith: (a) A typical syndicate letter used in our office.
(b) The original prospectus covering the United States of Brazil 7 per cent loan
of 1922. (c) A typical foreign loan contract.

I trust the above will meet your requirements.
Very truly yours, RoT. 0. HAYWARD.

$25,000,000 UNITED STATES OF BRAZIL (CENTRAL RAILWAY. ELECTRIFICATION
LOAN. OF 1922) 30-YEAR 7 PER CENT GOLD BONDS

Dated June 1, 1922. Interest payable June 1 and December 1. Due June
1 1952. Principal, interest, and sinking fund payable in New York City in
United States gold coin at the office of Dillon, Read & Co., fiscal agents of Brazil
in the United States. Coupon bonds of $1,000 and $500 denominations, with
provision for registration of principal. Exempt from all Brazilian taxes present
or future. Application will be made in due course to list these bonds on the New
York Stock Exchange. Noncallable for 15 years. Callable thereafter only for
the sinking fund at 102 and interest.

The Brazilian Government covenants to make semiannual sinking fund pay-
ments sufficient to retire the loan by maturity at 102 and Interest.
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The bonds are to be the direct obligation of the Government of the United
States of Brazil and specifically secured by a first charge on the gross operating
revenues of the Central Railway of Brazil.

PURPOSE OF ISSUE

The proceeds of the loan are to be used in part to provide for the electrification
of the suburban division of the railway which is owned by the Government of
Brazil and is without bonded debt.

CENTRAL RAILWAY OF BRAZIL

The Central Railway is the principal railway system of Brazil, operating ap-
proximately 1,563 miles of line, serving the important States of Rio do Janeiro,
Sao Paulo and Minas Geraes.

SINKING FUND

The sinking fund payments during the first fifteen years of the life of the loan
are to be sufficient to purchase each six months, one-sixtieth of the total authorized
loan if bonds are obtainable in the open market at or below par. If not so
obtainable any balance unexpended at the end of six months reverts to the
Government. Thereafter sinking fund payments are to he sufficient to retire
the entire outstanding issue, In equal semiannual installments, either by purchase
In the market up to 102 and interest or by call by lot at that price, thus assuring
holders who retain their bonds payment at 102 and accrued interest.

NATURAL WEALTH

The area of Brazil is 3,300,000 square miles, covering nearly half of South
America. It is approximately equal to the combined area of continental United
States, the United Kingdom , and France. Its population of approximately
30,000,000 represents half the total population of the South American continent.
Brazil has vast natural wealth, and the increasing investment of foreign and
local capital is rapidly bringing out the nation's resources. Brazil is said to
contain the world's greatest reserves of tiniber and iron ore, and has large
deposits of other essential minerals. It produces 70 per cent of the world's
coffee, and supplies some of the finest grades of rubber which can not be grown
in the East.

We offer the above bonds for delivery when, as, and if issued and received by
us, subject to the approval of legal proceedings by counsel. It is expected that
interim receipts of Dillon, Read & Co., or temporary bonds of the United Statec
of Brazil will be ready for delivery on or about June 22, 1922. Price, 96% and
interest. To net about 7.30 per cent.

Dillon. Read & Co.; Lee, Higginson & Co.; Blair & Co. (Inc.);
White, Weld & Co Continental & Commercial Trust & Sav-
ings Bank; Halsey, Atuart & Co. (Inc.) Bonbright & Co. (Inc.);
Illinois Trust & Savings Bank The Union Trust Co. of Pitts-
burgh; The Union Trust Co., Cleveland.

The information contained in this circular has been obtained partly from cable
and other official sources. While not guaranteed, it is accepted by us as accurate.

JUNE, 1922.

$40,000,000 ROYAL DUTCH CO. FOR THE WORKING OF PETROLEUM WELLS IN
THE NETHERLAND-INDIES

Four per cent debentures, Series A (with share purchase warrants). To be
dated April 1, 1930. To mature April 1, 1945.

NEW YORK, March 21, 1930.
DEAR SIRS: We and our associates are forming a selling group, of which we

are to be the managers and in which we may participate, to offer the above-
mentioned debentures (with share purchase warrants) on the terms herein stated,
if, when and as issued and accepted by us subject to approval of legal proceedings
by counsel. The term "debentures" as used herein shall include temporary
or definitive debentures with warrants attached, or interim receipts in respect
of such debentures with warrants. We and our associates shall profit by this
transaction.
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We invite you to become a member of such selling group, on the terms and
conditions set forth herein.

The offering price of tile debentures is to be 892 and accrued interest from
April 1, 1930.

From this price you will be allowed a selling commission of 2 per cent on all
debentures the sale of which is confirmed by us to you, out of which you may
reallow one-fourth, of I to dealers, banking institutions and insurance companies.
The managers may charge the selling group with expenses in connection with the
purchase and/or sale of this issue, which they in their discretion may deem fair.
Selling commissions, less expenses, will be payable, except as provided below,
after the termination of the selling group, if the debentures shall have been
issued and accepted by us as above. The managers, in their discretion, and
without notice to incmbers, may change the offering price, and in general, or in
such special cases as they may determine, the selling commission and the real-
lowance on sales. All sales must be made for delivery if, when and as the deben-
tures are issued and accepted by us subject to approval of legal proceedings by
counsel.

During the life of the selling group no offerings or sales of the debentures shall
be made by members, directly or indirectly, in Great Britain or continental
Europe except with the consent of the managers.

The offering price must be maintained on all sales, except'as otherwise permitted
by the managers. Members will be responsible during the life of the selling group
and for a period of seven days thereafter for debentures sold by them. The
managers, during the life of the selling group may repurchase any debentures
purchased by any member and offered at or below the offering price, and shall
have the right either to withhold from such member the selling commission on
such debentures or to require such member to repurchase such debentures at a
price equal to the cost thereof to the managers, including brokerage, but not ex-
ceeding the offering price, even though debentures delivered to such member
against such repurchases may not be the identical debentures repurchased by
the managers or may not be delivered until after the expiration of the selling group.

The selling group will expire on May 19, 1930. The managers, however, on
notice to the members, may extend the agreement and the duration of the selling
group for not exceeding an aggregate of 60 days thereafter. Such agreement may
be terminated and the selling group dissolved by the managers at any time at
their discretion, whether or not extended, by notice to the members.

Nothing herein contained shall constitute the members partners with us or
with our associates or with one another, nor shall we or our associates be liable
for the obligations of members. Neither we nor our associates, shall be deemed
to warrant, or be subject to any liability with respect to, the issue, form, genuine-
ness, validity, enforceability or value of the debentures, or the validity or the pro-
visions of any instrument under or pursuant to which the same may be issued, or
any representations made herein or in any circular or advertisement descriptive of
the debentures, or otherwise, nor shall we or our associates be liable for anything
whatsoever except want of good faith or be under any obligation, either expressed
or implied, which is not herein expressly assumed.

Payment is to be made at the office of Dillon, Read & Co., 28 Nassau Street,
New York City; at 8934 and accrued interest, in funds payable through the New
York Clearing House, against delivery of temporary debentures of the company
or interim receipts of Dillon, Read & Co. It is expected that delivery will be made
on or. about April 4, 1930, but as to the exact date we shall advise you definitely
later.

In accordance with the terms above, we are pleased to confirm to you the sale
of $- principal amount of debentures at 89% and accrued interest from April 1,
1930, less selling commission as set forth above. This amount covers the
debentures we reserved for purchase by you in accordance with our telegrams of
March 20, 1930, no debentures having been allotted upon subscriptions.

In confirmation of the purchase of the above-mentioned debentures, and your
acceptance of the terms and conditions hereof, kindly sign the attached duplicate
of this letter and transmit the same to the managers.

A circular descriptive of the debentures is enclosed.
Yours very truly,

Selling Group Managers.
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UNITED STATES OF BRAZIL WITU DILLON, READ & CO.-CONTRACT DATED AS OP
APRIL 1, 1926

Contract, dated as of April 1, 1926, (but actually executed on May 21, 1926),
made by United State-, of Brazil, hereinafter termed the "obligor, acting by
His Excellency Dr. S. Gurgel do Amaral, its ambassador to the United States of
America, thereunto duly empowered, and Dillon, Read & Co., of the City of
New York, State of New York, United States of America, hereinafter sometimes
termed the "bankers."

ARTICLE I

The obligor covenants with the bankers for the benefit of the holders, severally
and respectively, of the bonds, as follows:

SECTION 1. The obligor may issue hereunder its 6% per cent external sinking.
fund gold bonds of 1926 (hereinafter termed "bonds"), bearing interest at the
rate of 6% per cent per annum, for the aggregate principal amount of $60,000,000,
all dated April 1, 1926, and maturing on October 1, 1957, in which the oblgor
will covenant to pay' the principal of the bonds at the office of Dillon, Read & Co.
(hereinafter sometimes called the "American fiscal agent"), in the -borough of
Manhattan, City and State of New York, United States of America, in United
States gold coin, or, at the option of the respective holders of the bonds, at the
office of N. M. Rothschild & Sons, the agency for such purpose of the obligor,
in the city of London, England, (hereinafter somnetimo-' called the "Britishpaying
agent"),'the equivalent thereof in sterling money of the United Kingdom of
Great Britain and Ireland at the fixed rate of exchange of $4.8665 to the pound
sterling, and to pay interest on the bonds at the rate aforesaid, upon presentation
and surrender of *the interest coupons appertaining thereto as they severally
mature, at the office of the American fiscal agent in like United States gold coin,
or, at the option of the respective holders of the coupons, at the office of the British
paying agent in said sterling money at said fixed rate of exchange. Any successor
to said N. M. Rorhschild & Sons, as said agency of the obligor, shall be designated
from time to time by the American fiscal agent.

The obligor covenants and agrees that the bonds are issuable under the
authority of Law No. 4625 of December, 31, 1922 and Law No. 4984 of December
31, 1925.

The bonds and coupons shall be substantially in the form set forth in Schedule
A hereto attached and by reference made a part hereof and the bonds shall be
signed on behalf of the 'obligar by such diplomatic representative as may be
authorized for the purpose by the obl*gor and be countersigned, as indicated in
Schedule A, by the registrar of the bonds hereinafter provided for, or its successor
from time to time designated by the bankers. The coupons to be attached to
the bonds shall bear the fascimile signature of J. C. Muniz, Acting Consul General
for Brazil in (the city of) New York, United States of America.

In case the bankers so elect in writing, the prineiapl of and interest on all or
any part of said $60 000,000 principal amount of bonds, in excess of the $35,000,000
principal amount of bonds to be purchased by the bankers as provided in section 1
of Article III, may be made payable in the city of London, England, in said sterling
money at the office of a British fiscal agent to be designated by the obligor with
the written approval of the bankers, or, at the respective options of the holders of
the bonds and coupons at the office of Dillon, Read & Co., in the borough of
Manhattan, city of New York, United States of America in United States gold
coin at said fixed rate of exchange, and in case the bankers shall make such election
an appropriate agreement supplemental hereto shall be entered into between the
obligor and the bankers and such British fiscal agent, whereby, in respect of any
bonds made payable as provided in this paragraph of this section 1 of Article ,
such British fiscal agent so designated shall exercise similar functions as fiscal
agent and as sinking-fund trustee as hereinafter provided for the American fiscal
agent and sinking-fund trustee, and whereby, in respect of such bonds, appropriate
provision shall be made for the form of such bonds and of the coupons to be
attached thereto, the denominations thereof, and for the payment of the principal
and interest of such bonds in the city of London, England, and in the borough of
Manhattan, city of New York, as aforesaid, and for the payment in said sterling
money of the sinking fund, provided for in Article II, in respect of such bonds,
and for the registration and transfer and countersignature of such bonds by a
registrar in the city of London, England, and also in respect of such other matters
incidental to the isue of any bonds made payable as provided in this paragraph
of this section 1 of Article 1, is the bankers in heir discretion may deem advisable.
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In case the entire principal amount of bonds which may be issued hereunder

in excess of said $35,000,000 principal amount of bonds to be purchased by the
bankers as provided in section 1 of Article III (such excess being hereinafter in
this paragraph of section 1 of Article I called additional bonds) shall not have
been issued prior to August 15, 1926, the principal amount of additional bonds,
which (except for the provisions of this paragraph of this section 1 of Article I)
would at any time have been issuable hereunder, shall be reduced on August 15,
1926, and on each February 15 and August 15 thereafter by an amount, which,
together with reductions theretofore made, will be equivalent to that aggregate
principal amount of additional bonds which would have become redeemable
through the operation of the sinking fund, provided for in Article II, had all the
additional bonds been issued prior to August 15, 1926, after deducting from such
aggregate principal amount an amount equivalent to such principal amount of
bonds as may have been redeemed or become redeemable through the operation
of the sinking fund by reason of the issue of any such additional bonds.

Whenever in the bonds or coupons or in this contract the term "United States
gold coin" is used, it shall mean gold coin of the United States of America of,
or equal to, the standard of weight and fineness existing at the date of the bonds.
Whenever in the bonds or coupons or in this contract the term "sterling moncy
of the United Kingdom of Great Britain and Ireland" or the term sterling money
is used, it shall mean such gold coin of the United Kingdom of Great Britain
and Ireland as is, or may be, equivalent in value to United States gold coin, at
said fixed rate of exchange of $4.8665 in United States gold coin.

SEc. 2. The bonds shall be in the denominations of $1,000 and $500 each and
the text thereof shall be in the English langauge and printed from engraved
plates in conformity with the requirements of the New York Stock Exchange-
but until such time as bonds in such definitive form shall have been prepared
for delivery, one or more printed or lithographed temporary bonds, substantially
it the form set forth in Schedule A, with appropriate omissions, insertions and
variations, as may be required, with or without coupons, shall be issued. The
bonds, temporary and definitive, shall be prepared in the city of New York and
the obligor authorizes the bankers for the obliger's account, to have such prepa-
ration commenced forthwith.

The bonds shall be payable to bearer, unless registered as to principal as
herein and in the bonds provided. The o"ligor hereby designates the National
City Bank of New York, in the borough of Manhattan, city of New York, as
countersigning agent and registrar of the bonds, and the obliger hereby authorizes
the bankers on behalf of the obliger to make all additional arrangements for
countersignature and registration of the bonds in the borough of Manhattan,
city of New York, including the appointment, from time to time, of a successor
to said countersigning agent and registrar.

The bonds of the several denominations shall be interchangeable as hereir,
and in the bonds provided. In case of any such exchange of bonds, the obliger
may, with the written approval of the bankers, make a reasonable charge for the
bonds issued in exchange. No charge, however, shall be made for any exchange
of temporary bonds for definitive bonds.

All payments of principal, interest, and sinking fund shall be payable as well
in time of war as in time of peace, irrespective of the nationality of the holders of
the bonds and coupons, and the bonds and coupons shall be exempt from, and
payable without deduction for, any and all taxes, imposts, stamp dues, assess-
ments and other charges, now or at any time hereafter, imposed or levied by the
obliger or by any taxing authority thereof or therein.

In case of loss, mutilation or destruction of any bond or coupon, a duplicate
shall be issued by the obliger and countersigned by the registrar, upon proof of
such loss, mutilation or destruction and upon receipt by the obliger of proper
indemnity. Any such duplicate bond or coupon shall constitute additional
contractual obligations on the part of the obliger and shall be entitled to the
same rights as other bonds and coupons issued pursuant to this contract.

SEC. 3. Without intending to limit or lessen the obligations of the obligor
under the bonds or under this contract, the obligor covenants and agrees that its
obligations hereunder and under the bonds shall at all times be and constitute
a special and first charge upon all the revenues received by the obligor from al
income taxes and taxes on invoices (contas assignadas duplicatas), levied by the
obligor or with its authority, as said income taxes and taxes on invoices (contas
assignadas duplicatas) may now exist, or as in the future the same may exist,
and the obligor covenants and agrees that all the proceeds of said income taxes
and taxes on invoices (contas assignadas duplicatas), and all taxes and exactions
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levied in substitution therefor or amendment thereof, shall, in case, and so long
as. the obligor shall not have fulfilled all its obligations then due hereunder
and under the bonds, be specially set apart and used for the fulfillment of the
obligations of the obligor then due hereunder and under the bonds, and shall
not be used for or devoted to any other purpose; and the obligor further
covenants and agrees that in like manner its obligations hereunder and under
the bonds shall at all times be and constitute a special and second charge, subject
only to the prior charge of the obligor's 8 per cent loan of 1921, upon all the
revenues received by the obligor from all consumption taxes (imposto do con-
suino), levied by the obligor or with its authority, as said consumption taxes
(imposto do consuno) may now exist, or as in the future the same may exist,
and a special and fourth charge, subject only to the prior charges of the obligor's
5 per cent sterling loans of 1898 and 1914 and the obligor's said 8 per cent loan
of 1921, on all revenues received by the obligor from all import duties and import
taxes, levied by the obligor or with its authority, as said import duties and import
taxes may now exist, or as in the future the same may exist. The obligor further
covenants and agrees that, subject as aforesaid, all the proceeds of said con-
sumption taxes, import duties and import taxes, and all taxes and exactions
levied in substitution therefor or amendment thereof, shall, in case, and so long
as, the obligor shall not have fulfilled all its obligations then due hereunder and
under the bonds, be specially set apart and used for the fulfillment of the obli-
gations of the obligor then due hereunder and under the bonds, and shall not be
used for or devoted to any other purpose.

The obligor further covenants that while any of the bonds shall be outstanding
the income taxes, the taxes on invoices, the consumption taxes, the import
duties and import taxes, above mentioned and now existing, shall not be repealed
or diminished unless there shall first have been pledged hereunder in substitution
therefor other revenues approved by the bankers. In giving -or refusing such
approval the bankers shall not incur any liability or responsibility whatsoever
to the obligor and/or to the holders of the bonds or coupons.

So long as any of the bonds shall be outstanding, the obligor covenents that
it will not issue any other bonds or incur any other obligations tanking prior to
or equally with the bonds in respect of the security for the bonds provided for
by this contract.

SEC. 4. The obligor will pay to the bankers, as American fiscal agent, at their
office in the borough of Manhattan, city of New York, on or before the 15th day
of August, 1926, and on or before the 15th day of February and on or before the
15th day of August in each year thereafter, to and including the 15th day of
August,* 1957, funds sufficient to pay in United States gold coin the interest
payable on the bonds on the next ensuing April I or October 1, as the case may
be, as provided herein and in the bonds and coupons appertaiaing thereto. In
case in any year or years any additional bonds (as defined in sec. 1 of Art.
I) shall be issued between February 15 and April 1 or between August 15 and
October 1, as the case may be, the obligor covenants to pay to the bankers
simultaneously with such issue of additional bonds an amount equal to 3, per
cent of the principal amount of the additional bonds so issued, which amount
sh.ill be applied by the banker, as American fiscal agent, to the payment of the
interest due on such additional bonds on the next ensuing April 1 or October 1,
as the case may be. If the bearer of any coupon, or the holder of any bond at
the maturity or redemption thereof shall elect to have such coupon or bond, as
the case may be, paid in the city of London, England, in said sterling w.oney of
the United Kingdom of Great Britain and Ireland, the American fiscal agent shall
convert funds held for the payment of such coupon or bond, as the case may be,
into said sterling money and shall transmit the same to the British paving agent
for payment of such coupon or bond, as the case may be. The American fiscal
agent in advance of any such election is hereby specifically authorized to transmit
such funds to the British paying agent in such amounts as from time to time the
American paving agent in its discretion may determine to be advisable. In
case such funds held bv the American fiscal agent for the payment of such coupon
or bond, as the case may be, shall be insufficient at the then current rate of ex-
change to purchase said sterling money sufficient for the purpose aforesaid, the
obligor shall forthwith, upon request of the American fiscal agent, pay to the
American fiscal agent such additional funds as may be necessary for such pur-
pose.

The bankers shall in no event be under any obligation under the bonds or
hereunder to make any payment of or on account of the principal of and/or
interest on the bonds, or any part thereof, and/or to put the British paying
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agent in funds for the purpose of making any such payment in the city of London,
England, unless and until the bankers, as the American fiscal agent and sinking
fund trustee, as the case may be, shall have been put in funds sufficient for such
purposes by the obligor.

SEC. 5. The obligor covenants with the bankers for the benefit of the holders,
severally and respectively, of the bonds, to apply the proceeds of the bonds
received by the obligor in liquidation of Treasury obligations of the obligor in-
cluding floating debt of the obligor.

ARTICLE I1

The obligor further covenants with the bankers for the benefit of the holders,
severally and respectively, of the bonds, as follows:

SECTION 1. The bonds may be called by lot for redemption through operation of
the sinking fund, provided for in this Article II, at 100 per cent of the principal
amount thereof plus accrued interest to the redemption date, as hereinafter
provided, but the bonds shall not be subject to call for redemption prior to
maturity except through operation of the sinking fund.

SEC. 2. So long as any of the bonds shall be outstanding, the obligor will pay
to the bankers, as sinking fund trustee, at their office in the borough of Manhat-
tan, city of New York, on or before the 15th day of August 1926, and on or before
the 15th day of February and on or before the 15th day of August in each
year thereafter, to and including the 15th day of February, 1957, as a semi-
annual sinking fund for the redemption of bonds, an amount equal to one-
half of 1 per cent of the maximum principal amount of bonds theretofore
issued hereunder, plus an amount equal to 3%4 per cent of the principal
amount of the bonds previously redeemed through the operation of the sink-
ing fund. Interest moneys received by the bankers, as the American fiscal
agent, in respect of coupons appertaining to bonds redeemed through the sinking
fund on the next ensuing April 1 or October 1, as the case may be, following the
receipt of such moneys, shall be added to and deemed a part of the sinking fund.
The payments provided for in this section 2 of Article II shall constitute a sink-
ing fund to be held and applied by the sinking fund trustee in the redemption
of bonds as in this Article II provided. No expenses in connection with the
operation of the sinking fund shall be charged against any sinking fund pay-
ment, but shall be borne by the obligor and paid out of funds other than the
sinking fund and in addition thereto.

In case on or after August 15, 1926, any additional bonds (as defined in section
1 of Article I) shall be issued, from time to time, then thereafter, in respect of
each such issue, each semiannual sinking fund payncnt provided for in this sec-
tion 2 of Article II shall be increased by an amount equal to 3% per cent of the
difference between (a) the principal amount of additional bonds then being issued
and (b) such principal amount of additional bonds, which, had they been issued
prior to August 15, 1926, would have been reduced, at the time of the issue of
such additional bonds, to an amount equivalent to the principal amount of the
additional bonds so issued, through the operation of the sinking fund or through
the application of moneys therein. Before each such issue of any additional
bonds the obligor shall enter into an agreement supplemental hereto with Dillon,
Read & Co. wherein shall be stated the amount by which each semiannual sink-
ing fund payment shall be increased in respect ot each such issue of additional
bonds; the intent hereof being that if and when any additional bonds shall be
issued on or after August 15, 1926, such semiannual sinking fund payments shall
be so increased as to effect the retirement through the operation of the sinking
fund of all the bonds before the maturity thereof, except only such principal
amount of bonds remaining outstanding hereunder on October 1, 1957, which
would have been redeemable on said date had a semiannual sinking fund payment
been required to be made hereunder on August 16, 1957.

So long as any of the bonds shall be outstanding, the obligor will pay to the
bankers the amounts, by which any sinking fund payment or payments shall be
increased as above provided, as part of any such sinking fund payment or pay-
ments.

SEC. 3. All moneys received by such sinking fund trustee shall be applied, as
nearly as may be, by the sinking fund trustee on the next ensuing April 1 or
October 1, as the case may be, following the receipt of such moneys, in the re-
demption of bonds, selected by the sinking fund trustee by lot, at'100 per cent
of the principal amount thereof and accrued interest to'the redemption date
(herein called the "redemption price"), after notice published twice by said
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trustee on behalf of the obligor in a daily newspa er of general circulation, pub-
lished in the English language, in the borough of Manhattan, city of Ncw York,
the first publication to be at least 30 days before the redemption date specified
in such notice and the second publication to be not less than seven days after
the first publication, and, in case said trustee shall so elect, such notice in respect
of any redemption shall be similarly published in a daily newspaper of general
circulation, published in the city of London, England.

The sinking fund trustee shall also, at least 30 days prior to such redemption
date, mail or cause to be mailed a notice of such redemption to the registered
holders of registered bonds called for redemption, at their respective addresses
appearing on the transfer books of the registrar. Failure to give such notice
by mail, or any irregularity therein, shall not, however, affect the validity of
any redemption proceedings.

Drawings to determine the particular bonds so to be redeemed may be made
in any manner deemed fair by the sinkin$ fund trustee in its sole discretion, in
the Borough of Manhattan, city of New I ork, and, if the olligor shall so request
a representative reasonably and timely designated by the obligor may be present
at such drawing.

All bonds, together with the unmnatured coupons thereto appertaining, which
shall be redeemed through the operation of the sinking fund, shall be canceled
by the sinking fund trustee, and after such cancellation shall be' delivered to the
registrar, which shall make notation on its records of such redemption and can-
cellation, and no such bonds shall be reissued, nor shall any bonds be issued in
exchange therefor or in lieu thereof, and thereupon such canceled bonds and
coupons shall be delivered to the obligor, or, at the option of the obligor, shall
be cremated in the presence of a representative of the obligor.

Bonds duly called for redemption shall cease to bear interest from the redemp-
tion date and the holders thereof shall, after the redemption date, cease to have
any rights as holders of bonds, except to obtain the redemption price, provided
there shall have been deposited with the sinking fund trustee and set aside for
the redemption of all bonds so called for redemption an amount at least equal
to the redemption price.

SEC. 4. In case the obligor shall fail to make any sinking fund payment (in-
cluding any increase thereof) when and as provided in this Article II or any
interest payment when and as provided in Article 1, and such default shall con-
tinue for a period of 60 days, the bankers, as representative of the holders of
the bonds, may declare to'be forthwith due and payable by the obligor the
principal of all'the bonds then outstanding and the interest accrued thereon to
the date of such declaration, and thereupon such sums shall become and be
forthwith due and payable by the obligor, and the obligor covenants to pay the
same as provided in the bonds, together with interest on the overdue principal
and interest on the bonds at the rate of 6% per cent per annum.

SEc. 5. The bankers may act as representative of the holders of the bonds
in all matters arising under this contract. For this service the bankers shall
not be entitled to receive compensation from the obligor.

ARTICLE III

SECTION 1. The obligor agrees to sell to the bankers and, subject to the con-
ditions herein specified, the bankers agree to purchase from the obligor $35,000,000
principal amount of bonds at the price of - per cent of the principal amount
thereof, plus accrued interest thereon from the date of the bonds to the date of
pay meant therefor as hereinafter provided.

See. 2. On such date, not later than June 4, 1926, as the bankers shall desig-
nate, the obligor will deliver to the bankers in the Borough of Manhattan, city
of New York temporary bonds, in such denominations as the bankers shall
request, for the aggregate principal amount of $35,000,000 and thereupon the
bankers will make payment therefor by crediting to the account of the obligor
in the city of New York - per cent of said $35,000,000 principal amount of
bonds plus accrued interest thereon from the date of the bonds to the date of
such credit. The obligor will deliver in the Borough of Manhattan, city of New
York, on or before September 15, 1926, or on or before such later date as may
be approved in writing by the bankers, definitive bonds in exchange for such
temporary bonds without charge or expense to the tankers or other persons
entitled to receive the definitive bonds.

SEC. 3. The bankers are hereby authorized to offer the bonds for public
subscription at such times and in such amounts and at such prices as the bankers
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shall determine, either before or after the signing of this contract, except that
such prices shall be at least - per cent of the principal amount of the bonds
and accrued interest. In case the bankers shall offer the bonds at prices in
excess of - per cent of the principal amount thereof and accrued interest,
the obligor shall have no interest or right to participate in such excess.

SEc. 4. The bankers shall have exclusive authority to distribute said
$35,000,000 principal amount of bonds through a syndicate or syndicates which
they have formed or caused to be formed or may form or cause to be formed
for such purpose in the United States or England or elsewhere. The obligor
hereby ratifies and approves any syndication and disposal of the bonds hereto.
fore accomplished by the bankers.

SEc. 5. Pending the delivery of the definitive bonds the bankers inay deliver
to subscribers for or purchasers of said $35,000,000 principal amount of bonds
a receipt or other writing in their name evidencing the right of the holder to
receive an amount of the bonds specified in such receipt or writing.

SEC. 6. Without intending to limit or lessen any of the obligations of the
obligor hereunder, the obligor hereby irrevocably authorizes the bankers to
retain and aply, out of the payment to be made by them under section 2 of
this Article 111, and out of any other moneys which may be from time to time
on deposit with the bankers to the credit of the obligor, an amount or amounts,
not exceeding from time to time $1,006,000, sufficient to fulfill any and all of
the obligations of the obligor with regard to the bonds and sinking fund pay-
ments, and, in general, with regard to commissions, expenses, and all other
charges, which may be or become payable by the obligor to the bankers, when
and as such obligations mature.

Sac. 7. Moneys on deposit with the bankers, which the obligor is entitled to
withdraw, shall be subject to drafts payable ac sight. Such moneys shall from time
to time bear interest at a rate which shall not be less than the average current
rate then generally allowed by responsible banks and trust companies in the
Borough of Manhattan, city of New York, on similar deposits.

SEc. 8. The bankers shall have a,, option to purchase from the obligor the
balance of said $60,000,000 principal amount of bonds, issuable hereunder and
not purchased by the bankers under section 1 of this Article I1, on the same
terms (including price) as in the case of the bonds purchased under section I of
this Article III. Such option shall cover all or any part of the bonds the principal
of and interest on which may be made payable.in said sterling money upon the
written election of the bankers as provided in section 1 of Article I. Such option
shall extend to and including September 15, 1926, and may on or before said date
be exeicised by notice given to the obligor by cable or by writing. Until the
expiration of such option the bankers shall have exclusive authority to aempt
to form or cause to be formed a syndicate or syndicates to issue and to market
said balance of the bonds in the United States or England or elsewhere, and
the obligor shall not, until the expiration of such option, issue or sell, or offer for
sale, or market any issue of its bonds or obligations in the United States of
America or in any other country outside of the UITited Stutes of Brazil.

ARTICLE Iv

SECTION 1. The obligor hereby authorizes the American fiscal agent on behalf
of the obligor from time to time to designate the British paying agent and to

make arrangements for the payment of the principal and interest on the bonds at
the places where such sums are payable. Accounts between the obligor and the
bankers concerning such payments, and concerning the administration of the
sinking fund and all other expenses and charges, will be kept by the bankers in
the city of New York in terms of United States money; and such accounts, of
which transcripts shall be sent to the obligor from time to time, may at any time
be inspected by duly authorized representatives of the obligor. The obligor will
pay the cost and expense of engraving, printing, and delivering the bonds, both
temporary and definitive, and the cost and expense of the preparation, execution,
and transmission, by cable or otherwise, of this contract, and the costs and ex-
penses of the execution of the bonds and of the issue thereof, including the reason-
able charges for countersignature of the bonds and the fees of legal counsel for the
bankers in connection with this contract, and the performance hereof and the
issue and sale of bonds hereunder in the United States and elsewhere. The
obligor covenants that it will pay all costs in connection with thC listing of tempo-
rary and definitive bonds on the" New York Stock Exchange. The obligor further
covenants that it will reimburse the bankers for any and all expenses incurred
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by them in the course of their proceedings as American fiscal agent and sinking
fund trustee (including without limitation of the foregoing all expenses in con-
nection with the transmission of funds to the British paying agent and all expenses
and publication charges in connection with the redemption of bonds through
the operation of the sinking fund), and the obligor will pay the bankers for their
services as such American fiscal agent and sinking fund trustee a commission of
- per cent of the amount of all moneys disbursed by the bankers, whether
as American fiscal agent or sinking fund trustee or through the British paying
agent, for the account of the obligor in connection with the payment of interest
on the bonds, the payment of the principal of the bonds, and the redemption of
bonds through the operation of the sinking fund. The obligor will also pay any
and all expenses incurred by the British paying agent, including without limita-
tion of the foregoing, all expenses in connection with the transmission of bonds
and/or coupons to the American fiscal agent upon payment thereof by the British

saying agent and any retransmission of funds to the American paving agent.
The obligor will also pay the compensation and expenses of the registrar both for
registering and countersigning the bonds. All expenses in connection with the
sale and distribution of the bonds by the bankers or by an syndicate or syndicates
formed by the bankers shall be borne by the bankers or such syndicate'or syndi-
cates and the obligor will not be responsible therefor.

SEc. 2. The obligor will indemnify and save harmless the bankers against and
from any loss, cost, or expense which they may sustain by reason of any delay or
default in the performance by the obligor of any of the agreements of the obligor
herein set forth or which the bankers may sustain by reason of their acting as
agents or depositaries of the obligor in accordance with the terms of any agency
or by reason of their acting in accordance with instructions of the obliger.

SEc. 3. The bankers in their several capacities hereunder, the British paving
agent, and the registrar shall not be answerable for the default or misconduct of
any agent or attorney appointed by them or any of them to carry out any of the
provisions of this contract, if such agent or attorney shall have been selected with
reasonable care and with the consent of the obligor. The bankers shall not be in
anywise responsible for the disposition by the obligor of the proceeds of the
bonds. If the bankers shall be in doubt in any instance as to their rights or obli-
gations in any capacity or the rights of the holders of bonds under this contract,
they may advise with legal counsel selected by them, and anything done or suffered
to be done in good faith by the bankers in accordance with the opinion of such
counsel shall be conclusive in their favor as against any claim or demand by the
obligor in the premises.

SEC. 4. The obligor, the bankers in their several capacities hereunder, the
British paying agent and the registrar may deem and treat the bearer of any
bond which shall not at the time be registered as to principal as herein provided,
and the bearer of any coupon for interest on any bond whether .or not such bond
shall be so registered, as the absolute owner of such bond or coupon, as the case
may be, for the purpose of receiving payment thereof, and for all other purposes,
and the obligor, the bankers in their several capacities hereunder, the British
paying agent and the registrar shall not be affected by any notice to the contrary.
The obligor, the bankers in their several capacities hereunder, the British paying
agent and the registrar may deem and treat the person in whose name any bond
shall be registered as to principal as aforesaid as the absolute owner thereof for
the purpose of receiving payment of or on account of the principal thereof, and
for all other purposes, except to receive payment of interest represented by out-
standing coupons, and shall not be affected by any notice to the contrary.

SEc. 5. The bankers may become the owners of any or all of the bonds, with
the same rights as any other holders of bonds. All notices from the bankers to
the obligor in connection with this contract, including the declaration under
section 4 of Article II, may be given by written communication, or by cable,
addressed to the Minister of Finance, Rio de Janeiro, Brazil. All notices from
the obligor to the bankers may similarly be given, addressed to Dillon, Read &
Co., city of New York, United States of America.

Sac. 6. The obligor will comply with the reasonable requests of the bankers
for such information concerning the United States of Brazil, its law, revenues,
etc., as reasonably may be deemed useful both in aid of the sale and distribution
of the bonds in the United States, or elsewhere, and so that the bankers may con-
tinue to be informed as to such matters and as to the security pledged hereunder
for the bonds; and the obligor authorizes and instructs Its representatives to sign
In Its name appropriate circulars in connection with the issue, sale and distribu-
tion of the bonds. In conne tion with the sale and distribution to the public of
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the bonds, the obligor irrevocably authorizes the bankers to include in-any
circular, and in any and all other statements which may be used in connection
with such sale, a statement that payment of all sinking fund and/or aniortiza-
tion charges on the sterling loans of the obligor now outstanding and covered by
the so-called funding agreement of 1914 will be resumed in 1927. The obligor
will indemnify and hold harmless the bankers and any syndicate or syndicates
formed pursuant hereto against all liabilities, claims, and demands arising from
any incorrect or improper statements contained in any such circular or circulars.

The obligor will upon request of the bankers at any time promptly make
proper application to list the bonds on the New York Stock Exchange, and the
obligor will endeavor in every way, by furnishing such information, executing
such documents and doing such acts and things as may be necessary, to obtain
the listing of the bonds on said New York Stock Exchange.
SEc. 7. The bankers agree to use their best efforts to form a syndicate or syndi-

cates to purchase the bonds to be purchased by the bankers as provided in
section 1 of Article III, but anything herein to the'contrary notwithstanding, the
bankers shall not be obligated to take up and pay for the bonds unless the bankers
shall have succeeded in their endeavor to form a syndicate or syndicates for the
purchase of the bonds, and neither the bankers nor any syndicate or syndicates
formed bv the bankers shall be obligated to take up and pay for the bonds if,
in the sole judgment of the bankers, financial conditions existing in the United
States or elsewhere shall at the time be such as in the judgment of the bankers
to make it undesirable or inadvisable to complete the purchase and distribution
of the bonds as contemplated by this contract.
SEc. 8. This contract shall bind and shall ensure to the benefit of the joint stock

association of Dillon, Read & Co., as now or hereafter organized, and also any
successor of said joint stock association. The English text of this contract shall
govern its interpretation.

Executed in duplicate.
Witness:

R. MENDES GONVALVEs As to S. GAmRGEL Do AMARAL,
R. MENDES GONQALVES As to DILLON, READ & CO,

United States of Brazil.

SCHEDULE A. FORM OF $1,000 DEFINITIVE BOND--UNITED STATES OF BRAZIL
6% PER CENT EXTERNAL SINKING FUND GOLD BOND OF 1926, DUE OCTOBER
1, 1957

United States of Brazil, hereinafter termed the obligerr," for value received
promises to pay to the bearer or if this bond be registered, to the registered
owner hereof, on the 1st day of October, 1957 (unless before said date this bond
shall have been duly called for redemption, and payment of the redemption price
made in accordance with the provisions hereof), the principal sum of $1,000 in gold
coiht of the United States of America of, or equal to, the standard of weight and
fineness existing on April 1, 1926, at the principal office of Dillon, Read & Co.,
in the borough of Manhattan, city and State of New York, United States of
America, or, at the option of the bear or the registered owner hereof, the equivalent
of said principal sum in sterling money of the United Kingdom of Great Britain
and Ireland, as defined in the contract hereinafter mentioned, at the fixed rate of
exchange of $4.8665 in said gold coin of the United States of America to the pound
sterling, af. the orlce of N. M. Rothschild & Sons, the agency for such purpose of
the obliger, in the city of London, England, and to pay interest on said principal
sum, at the rate of 63i per cent per annum in like gold coin at said office of Dillon,
Read & Co., or, at the option of the respective bearers of the attached interest
coupons, in said sterling money at said fixed rate of exchange, at said agency in the
city of London, England, semiannually, on the 1st day of October and the 1st day
of April in each year, until said principal sum shall be paid, but only upon presen-
tation and surrender of the attached Interest coupons as they severally mature.
Said principal sum and said interest coupons and the sinking fund payments
hereinafter mentioned shall be paid as well in time of war as in time of peace,
irrespective of the nationality of the bearer or registered owner hereof, or of the
bearer of said interest coupons, without deduction for any taxes now or at any
time hereafter imposed by United States of Brazil or by any taxing authority
thereof or therein.

This bond Is one of a duly authorized issue of bonds (herein called the bonds)
of the obligor known as Its 6ys per cent external sinking fund gold bonds of 1926,
limited to an aggregate principal amount of $60,000,000 or an equivalent principal
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amount in said sterling money, issued or to be issued pursuant and subject to a
certain contract, dated as of April 1, 1926, between the obligor and Dillon, Read
& Co., as bankers, and any agreement supplemental thereto entered into as
provided in said contract.

For a statement of the nature and extent of the security, the rights of the holders
of the bonds in respect thereof, and the terms and conditions upon which the
bonds are issued and secured, to all of which the holder hereof assents by accep-
tance of this bond, reference is hereby made to said contract and to any agree-
ment supplemental thereto entered into as provided in said contract.

The bonds are issuable under the authority of Law No. 4625 of December 31,
1922 and Law No. 4984 of December 31, 192&

The bonds may be issued in denominations of $1,000 and $500 each and, as
provided in said contract, bonds of either denomination at any time outstanding
when surrendered with all unmatured coupons attached at the office of the regis-
trar of the bonds in the borough of Manhattan. city of New York, -y be
exchanged for an equal aggregate principal amount of bonds of the other denomi-
nation, of numbers not contemporaneously outstanding, with all unmatured
coupons attached. As provided in said contract the bonds may also be issued in
appropriate denominations of said sterling money.

In accordance with, and subject to the provisions of, said contract, the obligor
will, on or before the 15th day of August, 1926. and on or before the 15th days of
February and August in each year thereafter, to and including the 15th day of
February, 1957, pay to the sinking fund trustee as a sinking fund for the redemp-
tion of the bonds, an amount equal to ! of one per cent of the maximum principal
amount of the bonds theretofore issued, plus an amount equal to 3% per cent of
the principal amount of the bonds previously redeemed through the operation of
said sinking fund, plus such additional amount, if any, which may become payable
as provided in said contract. Interest moneys, in respect of coupons appertaining
to bonds to be redeemed through said sinking fund on the next April 1 and Octo-
ber 1, as the case may be, following the receipt of such moneys, shall be added to
and deemed a part of said sinking fund. As provided in" said contract, said
sinking fund shall be applied, as nearly as may be, by said sinking fund trustee,
on the next April I or October 1, as the case may be. following the receipt of each
such sinking fund payment, in redemption of bonds, selected by lot, at 100 per
cent of the principal amount thereof plus accrued interest to the redemption
date, after notice published twice in a daily newspaper of general circulation
published in the English language, in the borough of Manhattan, city and State
.of New York, the first publication to be at least 30 days before theredemption
date specified in such notice and the second publication" to be not less than seven
days after the first publication. The bonds are not subject to call for redemption
prior to maturity except through the operation of said sinking fund.

In the manner, and to the extent provided in said contract, the obligor has
pledged thereunder certain taxes, including income taxes, taxes on invoices (con-
tas assignadas duplicatas), consumption taxes (imposto do consume), and import
duties and import taxes for the pro rata benefit of the bonds issued or to be issued
under and pursuant to said contract and any agrement suppliniental thereto
entered into as provided in said contract.

Dillon, Read & Co. may act as the representative of the holder of this bond in
all maters arising under said contract.

In accordance with, and subject to the provisions of, said contract, in case the
obligor shall fail to make any interest or sinking fund payment when and as pro-
vided in said contract, and such default shall continue for a period of 60 days,
Dillon, Read & Co., as representative of the holders of the bonds, may declare
to be forthwith due and payable the principal of all the bonds and the interest
accrued to the date of such 'declaration.

This bond shall pass by delivery, unless registered as to principal, in the owner's
name at the office of the National City Bank of New I ork, in the Borough of
Manhattan, city of New York, registrar uf the bonds (or at the office of its suc-
cessor from time to time duly appointed by Dillon, Read & Co., for such purpose),
and such registration noted'hereon by such registrar. After such registration no
transfer hereof shall be valid unless made by the registered owner in person or by
duly authorized attorney, and similarly noied hereon by such registrar; but this
bond may be discharged from registry" and its transferability by delivery be re-
stored by like transfer to bearer noted hereon, after which this bond may again
from time to time be registered or made transferable to bearer as before. Such
registration, however, shall not affect the negotiability of the interest coupons
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which shall continue to be transferable by delivery and shall remain payable td
bearer.

This bond shall not be valid for any purpose until countersigned by the National
City Bank of New York, or its successor from time to time duly appointed by
Dillon, Read & Co. for such purpose.

Dated, April 1. 1925.
UNITED STATES OF BRAZIL,

Countersigned: By -----------------------

THE NATIONAL CITY BANK OF NEW YORK,
BY ----------------------------- ---

POiRK OF COUPON FOR $1,000 BOND)

On the ---- day of ---------- 19 -, unless the bond hereinafter mentioned
shall have been called for prior redemption United States of Brazil promises to
pay to bearer $32.50, in gold coin of the United States of America at the office
of Dillon, Read & Co., in the borough of Manhattan, city and State of New
York, United States of Ameriev. or, at the option of the bearer, the equivalent
thereof in sterling money of the United Kingdom of Great Britain and Ireland
at the fixed rate of exchane of $4.8665 in said gold coin of the United States of
America to the pound sterling, at the office of N. M. Rothschild & Sons the
agency for such purpose of United States of Brazil, in the city of London, Ent-
land, as well in time of war as in time of peace irrespective of the nationality of
the bearer, without deduction for Brazilian taxes present or future, being six
months interest then due on United States of Brazil 6% per cent external sinking
fund Jold bond of 192, Number ....... UNITED STATES oF BRAZIL,

By ......................

Senator JoHNxso. You said, I think, that you had nothing to do
with the Polish loan.

Mr. DIL.Ox. The Polish? No. I understood you to say Peru.
Senator JOHn.SO. You had nothing to do with the Peru loan?
Mr. Diuox. No.
Senator Jonxso.N. Have you there the statement of the Polish loan?
Mr. DmLox. Yes: I have, Senator. There was a Polish loan

made in 1925, of $35,000,000.
Senator JohtsoN. That is right. Will you state its terms, as you

have them expressed in your statement there?
Mr. DILLOx. Of that loan, when we offered it, there was $35,-

000,000; $285.000, of it. was sold abroad at the time of the offering.
The retail price was 95. The syndicate price was 91. The banking
group was 8. The Government received 86%.

Senator JOHNsox. Do I understand you to say that the Polish
Government received, of that loan, 86%.

Mr. DiLLo.-. That is correct.
Senator Jonu.sox. What was the profit, or rather, the gross

receipt?
Mr. Duox. The gnss receipt to Dillon, Read & Co. in that loan

was $828,000.
Senator Jo'Es. Would vou have any objection, Mr. Dillon, to

stating what your net profits were on that particular loan?
Mr. DIrLLo. Senator, it is impossible to do that. Would you like

me to explain why?
Senator Jo' ts. Yes.
Mr. DnLwLx. We operate a very expensive organizations, made up

of statisticians, accountants, legal talent, engineering talent, and so
forth. The expense of our organization, and our syndicating and
selling department is very large. When we make a loan, when we buy
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bonds and sell those bonds, we do not try to allocate to that particular
issue any pro rata of that very large expense, because it would be
purely arbitrary. It would be very difficult to say what you should
charge to each issue for each man's time or each department's time, so
that all we can give you is the gross receipt that is left from that
operation, out of which total gross receipts we must pay our expenses
of organization and operation. I would gladly give you the net if
there was any way of arriving at such a figure.

Senator JONES. I might ask this, then. Have you any objection to
giving us the net income of your organization at tie end of the year?

Mr. DILLON. That is reported to the Treasury Department in our
income-tax return, Senator.

Senator JONES. Would you object to giving that to the committee
here?

Mr. DILLON. Yes. I see no occasion for making that public. I
hope you wil not press such a question.

Senator CONNALLY. Would you mind saying what percentage of
your gross, over the year's business, is profit?

Mr. DILLON. Our total?
Senator CONNALLY. Yes.
Mr. DILLON. I do not think I would want to say that, either. I

do not know it, but that I could ascertain.
Senator CONNALLY. I was thinking that certainly you could tell

that if you cared to.
Mr. DILLON. I could ascertain that, but I would rather not state it.
Senator CONNALLY. If you did ascertain it, you would not care

to tell us, so there is no use in ascertaining it.
Mr. DILLON. No.
Senator JOHNSON. Will you give the total gross amount, as you

have designated it, please, in reference to those loans?
Mr. DILLON. I have not added that up, Senator, but you can get

it, because our total gross receipts from these loans amounted to in
the neighborhood of three-quarters of 1 per cent. I think the exact
figure would be about 0.84 of 1 per cent. We can apply that to this
total, if you like.

Senator CONNALLY. You would not mind saying that your percent-
age of net over gross was larger than that of those who bought the
bonds?

Mr. DILLON. You mean the houses to whom we distribute?
Senator CONNALLY. No. I mean the ultimate consumer of the

bonds.
Mr. DILLON. I would not want to say, because to follow that

through-
Senator CONNALLY. What are these Brazilian bonds that you were

talking about awhile ago selling for now?
Mr. DILLON. I do not know; a low price.
Senator CONNALLY. About nine?
Mr. DILLOr. I do not know the market.
Mr. HAYWARD. One issue is selling at about 50. The other is

between 10 and 20.
Mr. DILLON. One is about 50 and the other is between 10 and 20.
Senator CONNALLY. What did you sell that one for that is now

selling between 10 and 20. Can you tell what you sold it to the
retail purchaser for?
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Mr. HAYWARD. Ninety.
Senator CONNALLY. You got 90 for it, and it is now worth from

10 to 20.
Mr. DILLON. No; it is selling between 10 and 20. That is the

quotation.
Senator CONNALLY. That is the market.
Mr. DILLON. Yes.
Senator GORE. You do not make any distinction between the price

of a bond and what it is worth, do you?
Mr. DILLON. I do; yes, sir. I trust everyone does.
Senator GORE. You are not buying any of these bonds at 10, that

formerly sold at 90. What is the difference between the price of any-
thing and what it is worth?

Mr. DILLON. That varies in each instance.
Senator JOHNSON. Have you floated any loans for the Royal

Dutch Co.?
Mr. DILLON. Yes; we have.
Senator GORE. The price of a bond, like the price of any other

commodity, reflects the ratio between the market supply and the
market demand at the moment, does it not?

Mr. DILLON. What is that? I beg your pardon?
Senator GORE. I say, the price of a'bond, like the price of a conh-

modity, reflects the ratio between the market demand and the market
supply at the time.

M . DILLON. I should say that is correct, sir.
Senator GORE. And yet you think a bond or a commodity is worth

more than you can get for it?
Mr. DILLON. Yes. I think there are times when both commodities

and bonds are worth more than you can get for them.
Senator CONNALLY. Or less?
Mr. DILLON. Yes. I think there are times when they are worth

less.
Senator GORE.. Then you do not think price expresses value.
Mr. DILLO . Not necessarily, at all times.
Senator GORE. I do not want to go too far into economics, but I

would like to have your definition of value. If a thing is worth more
than you can get for it at the moment, I would be interested to know
how iuch more.

Mr. DILLON. You might be forced at the moment to sell something
under pressure when there was no demand in the market for it. That
would sell for less than I should consider it worth.

Senator CONNALLY. Mr. Dillon, have you any of these Brazilian
bonds? Does your house now own any of these Brazilian bonds that
are selling from 10 to 20, which you sold to the public for 90? Did
you get stuck on any of those?

Mr. DILLON. Senator, I would not like to go into a discussion of
what my house now owns in the way of securities.

Senator CON NALLY. Some of these other gentlemen from the other
houses testified on that. That is the reason I asked you. If you do
do not want to answer I will not press you.

Mr. DILLON. The last Brazilian loan was made in 1927. Since
than Brazil has not borrowed any money, and she has paid off $58,-
000,000 toward the retirement of the principal of her bonds.

Senator SHORTEIDGF What is the par value of the bond-$100?

477



SALE OF FOREIGN BONDS OR SECURITIES

Mr. DILLON. $1,000, or $500.
Senator SHORTRIDGE. They are now selling at what?
Mr. DILLON. From 10 to 50 per cent of par.
Senator SHORTRIDGE. Wouldn't it be a good proposition to buy

some of them at that figure?
Mr. DILLON. Do you want me to give you investment advice,

Senator?
Senator SHORTRIDGE. Yes; if you do not charge me anything for it.

[Laughter.]
Senator JOHNSON. Follow through your Brazilian bond issue of

1927, please, of which you were the principal manager.
Mr. DILLON. Senator, I did not answer you on the Royal Dutch

matter.
Senator JOHNSON. I am going into that in a minute. I am taking

up the other because it was asked by Senator Connally. The amount
was $25,000,000?

Mr. DILLON. The one in 1927; yes.
Senator JOHNSON. Yes. That is the last one, is it not?
Mr. DILLON. That is the last; yes.
Mr. HAYWARD. You were asking about the so-called railroad loan.
Senator JOHNSON. All right. Take the Brazilian railroad.
Mr. DILLON. That is 1922.
Senator JOHNSON. The last one to Brazil was 1927?
Mr. DILLON. Yes.
Senator JOHNSON. Take that.
Mr. DILLON. Yes; United States of Brazil, 1927. That was

$41,500,000.
Senator JOHNSON. That came to you for disposition by you as

manager.
Mr. DILLON. Yes.
Senator JOHNSON. How many were in the original syndicate?
Mr. DILLON. I do not know. I can get you that information.
Senator JOHNSON. Do you know whether or not you disposed of it

to the syndicate at a particular price greater than that at which you
received it?

Mr. DILLON. There was a banking group formed, and there was a
syndicate price after that, and an offering price; so I assume from
this that we did sell the bonds to a banking group. I can get you
the facts.

Senator JOHNSON. If you can state from memory, state, please,
what was the sum at which you received, and the sum at which you
sold to the banking group.

Mr. DILLON. If you would like, again, our gross receipt on that
issue-is that the figure you would like, for Dillon, Read & Co.?

Senator JOHNSON. Give us first your gross receipts.
Mr. DILLON. $539,000.
Senator JOHNSON. You received it at what price?
Mr. DILLON. The Government received 88.
Senator JOHNSON. What did yoj take it at?
Mr. DILLON. Our group? There were others with us in that pur-

chase, apparently.
Senator JOHNSON. Yes.
Mr. DILLON. Then we put it into a bankir'g group at 90. I think

probably we participated in the banking group) also.
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Senator JOHNSON. What did you receive it at originally?
Mr. DILLON. Eighty-eight.
Senator JOHNSON. Then you put it into the banking group at 90
Mr. DILLON. The banking group was formed at 90.
Senator JOHNSON. What becomes of the 2 per cent between 88

and 90?
Mr. DILLON. That was divided prorata among those who took the

original commitment and responsibility at 88, to buy the bonds from
the Government.

Senator JOHNSON'. Then the Government received 86?
Mr. DILLON. Eighty-eight.
Senator JOHNSON. What became of that 2 per cent?
Mr. DILLON. The 2 per cent is what I have told you, between 88

and 90. That 2 per cent was paid as compensation to the group who
took the committment to give the Brazilian Government $41,500,000.

Senator JOHNSON. Was there any difference in prices among the
groups that were formed?

Mr. DILLON. After that banking group, they sold it into a syndicate
which did the distributing of that at 90M. There was a half of 1 per
cent commission to the banking group.

Senator JOHNSON. What was the retail price of those Brazilian
bonds?

Mr. DILLON. The Brazilian issue was 922. There was a total of
four and half points gross spread between the price the Government
got and the retail price.

Senator JOHNSON. That was on how much?
Mr. DILLON. $41,500,000.
Senator JOHNSON. A spread of four and a half V'er cent?
Mr. DILLON. Total.
Senator JOHNSON. All right. Turn to the Royal Dutch Co.,

please.
Mr. DILLON. The Royal Dutch was in 1930. There was $40,000,-

000.
Senator JOHNSON. Forty millions in 1930?
Mr. DILLON. Yes.
Senator JOHNSON. The Royal Dutch Co. is a company with which

we are familiar, that is engaged in the development of petroleum
wells in the Netherlands, the Indies, and the like.

Mr. DILLON. Yes.
Senator JOHNSON. You were the manager of that particular loan?
Mr. DILLON. We were.
Senator JOHNSON. Will you state what was your gross receipt?
Mr. DILLON. Our gross receipt on the $40,000,000 was $253,000.

The company received 86. The banking group paid 86%. The
distributing syndicate 87Y. They were sold to the public at 89%, a
total spread of 3% per cent between the price the company received
and the retail price that the public paid. There was a total spread
of 3% per cent on the $40,000,000.

Senator JOHNSON. Did you investigate where that particular sum
was to be expended?

Mr. DILLON. Senator, I can probably find you that, but I do not
know offhand. We had a statement from the company-probably
for general working capital, or for some specific purpose. If you
would like that I can get it for you.
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Senator JOHNSON. I am handing you photostats of the statement
respecting the Royal Dutch loan, as to the purposes and the like-
the second document (handing papers to the witness). Would you
state whether or not they are correct?

Mr. DILLON. I am sorry, Senator. I can not read that.
Senator JOHNSON. I can sympathize with you if your eyes are

troubling you. Suppose your associate looks over those and sees if
they are accurate. .

Mr. HAYWARD. It is a photograph of our own circular?
Senator JOHNSON. It is a photostat of your own statements, I

think. I offer them for the record, Mr. Chairman. These are
photostats of the statements made with respect to the loan to the
Royal Dutch Co. by Dillon, Read & Co. and their associates.

The CHAIRMAN. Are they different, Senator, from those that are
in the report that he makes as a whole?

Senator JOrNsON. I do not know whether they are not, to tell you
the fact.

The CHAIRMAN. If there is no objection they may be introduced at
this time.

(The statements referred to are as follows:)
(Financial Chronicle, March 22, 1930

$40,000,000, ROYAL DUTCH *Co., FOR THE WORKING OF PETROLEUM WELLS IN
THE NETHERLANDS-INDIES

(N. V. Koninklijke Nederlandsche Maatschappij tot Exploitatie van Petroleum-
bronnen in Nederlandsch-Indie)

Four per cent debentures, series A (with share purchase warrants) to be dated
April 1, 1930; to mature April 1, 1945.

Each debenture now offered is to carry a nondetachable warrant entitling the
holder thereof to purchase, on or before April 1, 1936 (or in event of redemption
offsuch debenture prior thereto, on or before the redemption date), 15 New York
shares representing cc.,imon stock of the Roval Dutch Co., at $66% per New
York share on or before April 1, 1933, and thereafter, on or before April 1, 1936,
at $70 per New York share.

The following information is contained in a letter, dated The Hague March
13, 1930, from Sir Henri W. A. Deterding, K. B. E., General Managing director
of Royal Dutch Co. for the working of petroleum wells in the Netherlands-
Tndies:

BUSINESS

Royal Dutch Co. for the working of petroleum wells in the Netherlands.
Indies, through its controlled companies constitutes the world's leading enter-
.e engaged in the production and distribution of petroleum and its products.

The Royal Dutch Co., incorporated in the Netherlands in 1890, owns 60 per
cent of the outstanding common stocks of the Batavian Petroleum Co., the
Anglo-Saxon Petroleum Co. (Ltd.), and the Asiatic Petroleum Co. (Ltd.), the
remaining 40 per cent in each case being owned by the "Shell" Transport &
Trading Co. (Ltd.). The Batavian Petroleum Co. owns approximately 64 per
cent of the outstanding common stock of the Shell Union Oil Corporation. The
ross production of the group of companies controlled, directly or indirectly, by

Royal Dutch Co. amounted in 1929 to an aggregate of approximately
163,000,000 barrels of crude oil, constituting more than one-tenth of the esti-
mated world production for that year. Production of the group in 1929 was
principally from oil lands in Venezuela, United States, and Netherlands-Indies.
Physical properties of the group include 30 oil refineries with an aggregate daily
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capacity of approximately 635,000 barrels, storage facilities with a c!.pacity
totaling approximately 70,000,000 barrels, and a fleet of tankers, including
chartered vessels, with an aggregate dead-weight tonnage of approximately
1,600,000 tons. The marketing organizations of the group distribute its prod-
ucts in nearly every country in the world.

CAPITALIZATION

The capitalization of the Royal Dutch Co., adjusted to give effect to the
issuance of these series A debentures, and to the issuance of 5 per cent guilder
debentures in exchange for 4% per cent priority stock as set forth below, is as
follows:

Authorized Outstanding

Dollar debentures: 4 per cent, series A (this issue) ..................... () $40,000, 000
year d per cent guilder debentures ....................... ........ $11457,000 11,457,000

Preferred stocks-Cumulative:
46 per cent.prority stock .............................. 11,457,000 ( .)4 per cent preference stock ....................... 6m,000 00.000

Common stock ...................................... 8389,940,000 202,450, 48

$The indenture under which the series A debentures are to be issued is to provide for the issuance of
$W,00,000 of additional dollar debentures of other series with such terms and provisions as the company
may determine. The Indenture further is to provide that the company shall iuot create any secured In-
debtedness maturing more than 1 year from the date thereof (except purchase-money mortgages on an
assumed Indebtedness secured by property hereafter acquired, and renewals thereof) without securing the
series A debentures equally and ratably therewith.

'$11,457,000 principal amount of t-year 5 per cent guilder debentures are presently to be offered in ex-
Change for ,47,000 par value of priorit stock now outstanding

S$,010,000 par value ofgcommon stock .to be reserved for issuance upon exercise of share-purchase war-
rants carried y these series A debentures. The agreement under which such warrants are to be issued Is
to contain provisions designed to protect the purchase privilege against the effects of dilution.

INCOME
Income of the Royal Dutch Co. is derived largely from dividends from invest-ments in controlled companies. Such dividends are taken up in the company's

accounts in the year with respect to which the same were paid, that is, for themost part, in the year prior to the year in which received, Net income of the
company after all charges, including taxes and payments to managers and direc-
tors, for the period of five years ended December 31, 1928, was as follows:

1924 ---------------- $34, 531, 296 I 1927 ---------------- $39, 995, 518
1925---------------- 37, 066, 359I 1928 ----------------- 40,537,200
1926 ---------------- 39, 837, 246

Although final figures for the year 1929 will not be available for several months,
the management believes that net earnings of controlled companies for 1929 were
at least as satisfactory as for 1928.

The annual interest requirement on the $51,457,000 principal amount of de-
bentures shown above as outstanding is $2,172,850.

NEW YORK SHARES

The New York shares issuable upon the exercise of the share-purchase warrants
described above are to represent common stock of the Royal Dutch Co. in the
ratio of 3 such New York shares for each 100 guilders ($40.20) par value of
such common stock, and are to be issued by the Equitable Trust Co. of New
York under an agreement dated September 10, 1918. The outstanding New York
shares (approximately 955,000 outstanding as at March 13, 1930) are listed on the
New York Stock Exchange and are currently quoted at approximately $50 per
share.

DIVIDENDS

Dividends have been paid on the common stock of the Royal Dutch Co. with
respect to each year since 1902, such dividends in recent years having been paid
in the form of an interim dividend in January and a final dividend in July. The
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amount of such dividends paid in 1929 (with respect to the year 1928) totaled 24
per cent of par value, equivalent to approximately $3.20 per New York share.
An interim dividend of 10 per cent was paid in January, 1930, and the manage.
ment expects that a final dividend of 14 per cent will be paid in July, 1930.

MARKET EQUITY

The indicated aggregate market value of the outstanding common stock of the
Royal Dutch Co., based on current market quotations, is approximately $750,-
000,000. The company's common stock, or certificates representing such ommon
stock, are listed on the New York, London, Paris, Amsterdam, Brussels, Zurich,
and Batavia (Netherlands-Indies) stock exchanges.

Interest payable April 1 and October 1. Principal and interest payable in
New York City in United States gold coin at the principal office of Dillon, Read
& Co., without deduction for any Netherlands taxes, present or future. Holders
may, at their option, collect principal and interest in Amsterdam at the offices of
Mendelssohn & Co., Amsterdam, and Nederlandsche Handel-Maatschappij in
guilders; in London at the office of N. M. Rothschild & Sons in pounds sterling;
in Basle and Zurich at the offices of Credit Suisse in Swiss francs; or in Stockholm
at the office of Stockholms Enskilda Bank in Swedish kroner; in each case at the
buying rate for sight exchange on New York on the date of presentation for col.
election. Coupon debentures in denomination of $1,000, registerable as to prin-
cipal only. Redeemable as a whole, or in part, by lot at any time on 60 days'
published notice, at 100 per cent plus accrued interest. Irving Trust Co., New
York, debenture trustee; the Equitable Trust Co. of New York, warrant trustee.

All conversions of Netherlands into United States currency have been made at
par of exchange (one guilder equals $0.402).

It is expected that the company will make application in due course to list the
series A debentures on the New York Stock Exchange.

A substantial amount of these debentures has been withdrawn for offering in
Europe, including an amount to be offered in Holland by Mendelssohn & Co.,
Amsterdam, and Nederlandsche Handel-Maatschappij.

Information herein contained has been received in part by cable.
We offer these debentures, with share-purchase warrants attached, for delivery

if, when, and as issued and accepted by us, subject to approval of legal proceed-
ings by counsel. It is expected that aelivery will be made on or about April 4
1930, in the form of temporary debentures of the company or interim receipts of
Dillon, Read & Co. Price 89A and interest. Yield 5 per cent.

Dillon, Read & Co.; Chase Securities Corporation; Guaranty Co. of
New York; Bancamerica-Blair Corporation; the Equitable Cor-
poration of New York; Bankers Co. of New York; Harris, Forbes
& Co.; First Union Trust & Savings Bank.

ROYAL DUTCH Co.-FoR THE WORKING OF PETROLEUM WELLS IN THE NETHER-
LANDS-INDIES

N. V. Konlnklijke Nederlandsche Maatschappij tot Exploitatie van Petroleum-
bronnen in Nederlandsch-IndiC, a holding company organized June 16, 1890,
under the laws of the Kingdom of The Netherlands.

Definitive 4 per cent debentures, series A (with attached share purchase war-
rants), to mature April I, 1945, and Dillon, Read & Co. interim receipts therefor.

Original listing: Total authorized principal amount which may be issued in
one or more series, $90 000 000; authorized issue, series A, $40,000,000; listing
applied for, series A, $46,666,00d; authorized by holders of priority shares March
14, 1930; authorized by board of directors March 21, 1930, and April 4, 1930;
no other authority required.
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CAPITALIZATION I

(I guilder-$0.402)

Par value

Capital stock Out-
Par Authorized Authorized Previ. standingously

value by charter for issuance listed

Preferred stocks (cumulative):
414 per cent priority ................. $402 $11,457,060 $11,457,000 None.
4 per cent preference .................. 402 003,000 e00, 000 None.

Common stock, ordinary stock ............. 402 3 , 904

InterestPrincipalInterestamountrate Authorized Issued previ. Out.
(Irously standing

cent) listed

Funded debt:
4 per cent debentures sefles A' . 4 $40,000,000 $40,000,000 None. $40,000,000
50-year 5 per cent guilder debentures.. 5 11,457,000 11,457,000 None. 11,457,000

The above capitalization gives effect to the issuance of the 4 per cent debentures, series A and to the
Issuance of the $11,457,000 principal amount of 0-year 5 per cent guilder debentures (to he offered presently)
in exchange for $11,457,000 par value of 414 per cent priority stock now outstanding.

'The Indenture under which the 4 per cent debentures, series A ae to be issued provides for the issuance
of $50,000,00 of additional dollar debentures of other series with such terms and provisions as the company
may determine.

'Approximately 955,000 New York shares, each representing one-third of i00guilders par value of thecom.
mon stock of the company bad been Issued by The Equitable Trust Co., of New York under an agreement
dated Sept. 10, 1918 and were outstanding as at Mar. 13, 1930. Such New York shares are listed on the
New York Stock Exchange (see application No. A-5182).

4 Including a sufficient number of shares reserved against the issuance of New York shares upon the
exercise of the share purchase warrants to be attached to the 4 per cent debentures, series A.

Application to list Dillon, Read & Co. interim receipts for 4 per cent debentures
series A (with attached share purchase warrants) to mature April 1, 1945, and
definitive debentures to be issued in exchange therefor.

NEW YORK, N. Y., April 15, 1930.
Referring to application A-5182 of The Equitable Trust Co. of New York,

dated December 20, 1919, Royal Dutch Co. for the working of petroleum wells in
the Netherlands-Indies (N. V. Koninklijke Nederlandsche Maatschappij tot
Exploitatie van Petroleumbronnen in Nederlandsch-Indie) (hereinafter referred
to as the company) hereby makes application to have listed on the New York
Stock Exchange, Dillon, Read & Co. interim receipts for $40,000,000 principal
amount of 4 per cent debentures, series A, with attached share-purchase war.
rants, to mature April 1, 1945, with authority to add to the list definitive deben-
tures included in Nos. M-1 to M-40,000, upon official notice of issuance in ex.
change for issued and outstanding interim receipts.

Authority for iasue.-The definitive 4 per cent debentures, series A, (herein.
after sometimes called the debentures) are to be issued under and subject to the
provisions of an indenture dated as of April 1, 1930 (hereinafter sometimes called
the indenture), between the company and Irving Trust Co., New York, as trustee
(hereinafter referred to as the trustee).

The share-purchase warrants (hereinafter sometimes called the warrants)
which are to be attached to the debentures, are to be issued under and subject
to the provisions of an agreement dated as of April 1, 1930 (hereinafter sometimes
called the warrant agreement), between the company and The Equitable Trust
Co. of New York, as trustee and as depositary under the agreement hereinafter
mentioned, dated September 10, 1918, providing for the issuance of New York
shares, hereinafter described.

In accordance with the amended articles of association of the company (article
19, section 1) the holders of priority stock of the company approved the raising
of debenture loans to a maximum amount of 50 per cent of the issued capital of
the company at the special meeting of such holders held on March 14, 1930.
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The board of directors of the company authorized the execution of the inden-
ture and warrant agreement, and the issuance of the debentures and warrants,
at special meetings of the board held on March 21, 1930, and April 4, 1930.

The interim receipts of Dillon, Read & Co. are now outstanding and will be
exchangeable at the office of Central Hanover Bank & Trust Co., Borough of
Manhattan, the city, and State of New York, for the debentures, when issued in
definitive'form and ready for delivery.

Purpose of issue.-The debentures are to be issued for general corporate pur-
poses. The debentures have been offered to the public at 89% and interest.

Opinion of counsel.-The validity of the interim receipts, the debentures and
the warrants, for which application to list is hereby made, has been passed upon
and approved by Messrs. Root, Clark, Buckner & Ballantine, who have relied,
as to matters pertaining to the laws of The Netherlands, upon the opinion of
Messrs. R. V. Bakker, J. Van Kuyk and Jhr. Mr. H. De Ranitz, The Hague,
The Netherlands foreign counsel.

Description of Jebenture.-The debentures are to be in coupon from, in denom-
inations of $1,000; they are to be dated April 1, 1933, are to mature April 1,
1945, and to bear interest at the rate of 4 per cent per annum payable semi-
annually in each year on April 1 and October I until payment of the principal
amount thereof. Coupon debentures may be registered as to principal at Irving
Trust Co., 60 Broadway, New York, N. Y. Principal and interest are to be.
payable in gold coin of the United States of America of or equal to the standard
of weight and fineness as it existed on April 1, 1930, at the principal office of
Dillon, Read & Co., New York, N. Y. (hereinafter referred to as the fiscal agent),
without deduction for an Netherlands taxes, present or future. Holders may,
at their option, collect principal and interest at any one of the following optional
places of collection: In the city of Amsterdam, The Netherlands, at the offices
of Mendelssohn & Co., Amsterdam, or Nederlandsche Handel-Maatschappij, or.
their respective successors, in Dutch guilders- in the city of London, England,
at the principal office of N. M. Rothschild & Sons, or their successors, in pounds.
sterling; in the cities of Basle or Zurich, Switzerland, at the principal office, in
either of said cities, of Credit suisse, or its successor, in Swiss francs; or in the
city of Stockholm, Sweden, at the principal office of Stockholms Enskilda Bank,
or its successor, in Swedish kronor; in each case at the buying rate, in such
optional place of collection, for sight exchange on New York City on the date
of presentation of the debenture and coupons for collection.

The debentures and the coupons appertaining thereto and the certificate of
authentication of the trustee indorsed thereon shall be in the English language
only. Debentures of any series issued under the indenture, other than 4 per cent
debentures, series A, if any, and the coupons appertaining thereto, and the cer-
tificate of authentication of the trustee indorsed thereon shall be in the English
language, )ut they, or any of them, may also be in one or more foreign languages,
and in every such case the English text shall govern in the construction thereof,.
and both or 'll texts shall constitute but a single obligation.

History, business, and property.-The company was organized under the laws.
of the Netherlands on June 16, 1890, to develop petroleum-bearing lands and
to produce and distribute petroleum and its products. Originally its activities
were confined to the Dutch East Indies, but it since has extended its activities
throughout the world by associating itself with leading international oil inter-.
ests. The company owns 60 per cent of the outstanding common stocks of The
Batavian Petroleum Co., The Anglo-Saxon Petroleum Co. (Ltd.), and The Asi-
atic Petroleum Co. (Ltd.), the remaining 40 per cent being owned by The Shell'
Transport and Trading Co. (Ltd.). The Batavian Petroleum Co. owns approxi-
mately 64 per cent of the outstanding common stock of Shell Union Oil Corpora-.
tion.

Products of the company.-The gross production of the group of companies.
controlled directly or indirectly by the company amounted in 1929 to an aggre-
gate of approximately 163,000,000 barrels of crude oil, constituting more than
one-tenth of the estimated world production for that year. Production of the.
group in 1929 was principally from oil lands in Venezuela, the United States
of America, and the Netherlands-Indies. Physical properties of the group
include 30 oil refineries with an aggregate daily capacity of approximately 635,000
barrels, storage facilities with a capacity totaling approximately 70,000,000 bar-
els, and a fleet of tankers, including chartered vessels, with an aggregate dead:
weight tonnage of approximately 1,600,000 tons. The marketing organizations,
of the group distribute its products in nearly every country in the world.
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The following summary shows the production of the company and its affiliated
companies in the years 1927 and 1928:

1928, metric 1927, metric
tons tons

Dutch East Indies ......................................................... 3,971,045 3,448,116
sarawak ................................................................... 751,092 711,768
Egypt .................................................................. 268,461 183 284
Rumania ................................................................... 705, 854 593,828
Mexico (Corona) ......................................................... 528,979 594, 753
Mexico (Aguila) .......................................................... 893,681 987,528
Venezuela ...................................................................... 7,125,339 4,497,713
Trinidad ........................................................................ 65,187 65,841
United States: (Shell Petroleum Corporation, formerly Roxana Petroleum Cor-
poration)...................................................... .3,890,767 2,694,312

U 3,812,233 3, 2D,719
Argentina ....................................................................... 50,773 17,701

22,063,411 16.998,851

REDEMPTION AND PUBLICATION OF NOTICE

The provisions with respect to redemption of the debentures, and the notice
required in connection therewith, are set forth fully in Articles I and IV of the
indenture. Certain of such provisions may be briefly summarized as follows:

"The debentures are to be redeemable as a whole, or in part by lot, at the option
of the company, at any time prior to maturity, at the principal amount thereof
and accrued interest. Notice of such redemption -shall be given by publication at
least once a week for four consecutive calendar weeks in a daily newspaper printed
in the English language and published and of general circulation in the borough of
Manhattan, the city of New York, and in a daily newspaper printed in the Dutch
language and published and of general circulation in Amsterdam, the Netherlands,
the first publication in each such city to be not less than 60 days nor more than 90
days prior to the date fixed for redemption. Upon written notice to the trustee of
the company's election to redeem the debentures in whole or in part, the trustee,
if partial redemption is to be made, is to designate bv lot the debentures so to be
redeemed, and forthwith give written notice to the company and the fiscal agent
specifying the debentures so designated. The notice of redemption, to be pub-
lished by the fiscal agent, shall state the election on the part of the company to
redeem debentures; the redemption date; in case less than all of the debentures are
to be redeemed, the series and the numbers of the debentures to be redeemed-
the redemption price; that interest accrued on the debentures so designated will
be.payable if coupons representing such interest accompany the debentures when
presented; that the interest on such debentures will cease on the redemption date;
and that on said date such debentures should be presented in negotiable form for
for redemption at the office of the fiscal agent. A copy of such notice shall be
mailed by the trustee on behalf of the company not less than 60 days nor more than
90 days prior to the redemption date to each registered holder f debentures so
so designated for redemption whose address shall appear on the registry books.
Failure to mail any such notice or notices, or any irregularity therein, shall not
affect the sufficiency or validity of the proceedings for the redemption of the
debentures."

COVENANTS OF THE COMPANY

Certain particular covenants of the company, which are set forth fully in
Article V of the indenture may be briefly summarized as follows:

"1. To pay punctually the principal of, and interest on, the debentures.
"2. To make such payment without deduction therefrom for any taxes, assess-

ments or charges, present or future, which the company or any of the banks or
banking houses mentioned above, as offices where principal and interest may at the
option of the holders be collected, may be required or permitted to pay thereon or
deduct or retain therefrom by the Riigdom of the Netherlands or any taxing
authority thereof.

I"3. To maintain an office at the principal office of the.,Trustee where the deben-
tures may be registered as to principal and transferred.

II
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"4. Until all of the debentures shall have been paid, that the companywill, and
will cause each of its subsidiaries to-

"do(a) Diligently preserve its corporate existence and other franchises and rights
(except as otherwise permitted by the indenture) in so far as, in the opinion of the
managers of the company, or any of them, the preservation of Stch independent
corporate existence of any subsidiary of Stich franchises or rights continues to be
advantageous to the company or to Stich subsidiary;

"1(b) Promptly pay and discharge all taxes upon it and lawfuil claims against it#
provided that It shall have the right to contest any, tax or claim; and

" (c) In so far as in the opinion of the managers of the company, or any of them,
it shall be advantageous, to maintain its plant and properties in good condition
and repair.

"5. To keep its property and that of its subsidiaries properly insured.
"6. Until all of the debentures shall have been paid, not to create any mortgage,

pledge or other lien upon any of its property, whether now or hereafter acquired
without effectively providing that the debentures shall be secured equally and
ratably with the indebtedness secured by such mortgage, pledge or other lien;
provided that the company may acquire property subject to mortgages or liens
or execute purchase money mortgages or liens, and may execute mortgages to
renew or refund any such mortgage& or liens and may execute pledges to secure
loans maturing within one year.

"7. Until all of the debentures shall have been paid, not to sell, lease or transfer
all or substantially all of its properties, or consolidate or merge with any other
corporation, unless upon such terms that the purchaser, lessee or transferee of the
company or the corporation resulting from such consolidation or merger, shall
assume and agree to pay the debentures and coupons according to the terms
thereof and of the indenture. No such sale, lease, transfer, consolidation, or
merger shall be effected to or with any corporation which has outstanding any
obligations secured by mortgage which will be come a lien on the property of the
company, unless effective provision is made whereby the debentures shall be
secured equally and ratably with said obligations, or by lien upon the property of
the company owned by it immediately prior to such sale, lease, transfer, consoli-
dation or merger, subject to mortgages, pledges, and liens permitted by the
indenture.

"8. Until all of the debentures shall have been paid, not to allow any sub.
sidiary to dispose of all or substantially all of its property except to the company
or to another subsidiary, or to consolidate with any corporation, other than the
company or a subsidiary, unless its successor in interest to such property or the
corporation resulting from such consolidation shall thereby become a subsidiary
of the company; provided that th,:se provisions shall not apply to the sale of
any such property which, In the opinion of the managers of the company, or any
of them, is no longer advantageous to the company or such subsidiary.

"9. Not to extend the time for the payment of any coupon appertaining to or
claim for interest on any of the debentures.

"10. That it has power and is duly authorized, under the laws of the Kingdom
of the Netherlands, to create and idsue the debentures, and that the issue of the
debentures and the execution of the indenture have been duly authorized.

"11. That it will take all such further action as, in the opinion of the trustee,
may be necessary or proper to facilitate the performance of the terms of the
Indenture or to protect the rights and remedies of the holders of the debentures.

"12. That it will not issue any debenture under the indenture otherwise than
In accordance with its provisions.

"13. That it will not seek to avoid, by dissolution, any of its covenants in the
Indenture."

EVENTS OF DEFAULT

Certain events are defined as defaults under the indenture. The provisions
defining such events are set forth fully in Article VI of the indenture, and may
be briefly summarized as follows:

"(a) Default in the payment of principal when due and payable;
"(b) Default in the payment of interest continued for a period of 30 days;
"(c) Default in the due observance or performance of any other covenant or

stipulation on the part of the company provided for in the indenture or in any
supplemental indenture which shall have continued for a period of 60 days after
written notice to the company by the trustee, whose duty it shall be to give such
notice at the written request'of the holders of not less than 25 per cent in prin-
cipal amount of the debentures then outstanding.
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"(d) Involuntary bankruptcy of the company, or appointment of a receiver or

receivers, which shall have continued unstayed on appeal or otherwise and in
effect for a period of 90 days.

"(e) Dissolution, voluntary bankruptcy, assignment for the benefit of creditors
or consent to the appointment of a receiver or receivers of all or a major part of
its property.

"(f) Final judgment for flie payment of money which shall be rendered against
the company and which slit1ll create or becom& a lien on all or a major part of
the property of the company, not discharged within 90 days from tile entry
thereof, or appealed from with a stay of execution pending such appeal."

The following provision is contained in section 2 of Article VII of the indenture:
"If any one or more of the events of default shall occur, then and in every such

case during the continuance of such event of default the trustee, by notice in
writing to the company, may, and, upon the written request of the holders of not
less tian 25 per cent in principal amount of the debentures then outstanding,
shall, declare the principal of all the debentures then outstanding, if not alread
due, to be due and payable immediately and, upon any such declaration suc
principal shall become and be immediately due and payable, anything in this
indenture or in the debentures contained to the contrary notwithstanding."

DESCRIPTION OF SHARE PURCHASE WARRANTS AND NEW YORK SHARES

There will be attached to each debenture a share purchase warrant to be issued
under the warrant agreement dated as of April 1, 1930, between the company and
the Equitable Trust Co. of New York as trustee and as depositary under the
agreement dated September 10, 1918 (hereinafter called the New York shares
Agreement), providing for the issuance of New York shares (hereinafter described).
Each warrant will expressly entitle the holder thereof, upon surrender thereof at
the principal office of the Trustee accompanied by the debenture bearing the same
serial number as the warrant so surrendered, or by a certificate, dated within
20 days prior to such surrender, of any one of certain specified bank or banking
houses to the effect that the bearer of such warrant was on the date of such certifi-
cate the holder of such debenture, to purchase at any time on or before April
1, 1936 (but in case the debenture bearing the same serial number shall be called
for redemption and the date fixed for the redemption thereof shall be a date prior
to April 1, 1936, then only on or before the date so fixed for the redemption of
such debenture) 15 New York shares at the following prices: $66.66% per New
York share if purchase and payment are duly made on or before April 1, 1933,
and $70 per New York share if'purchase and payment are duly made after April
1, 1933, and on or before April 1, 1936.

The New York shares are to be issued upon the exercise of warrants from time
to time, by the Equitable Trust Co. of New York as depositary under the New
York shares agreement. Each New York share represents % of one subshare
of the par value of 100 guilders (each subshare being one-tenth of a share of ordi-
nary stock, of the par value of 1,000 guilders) of the ordinary stock of the company
New York shares are now listed on the New York Stock Exchange (see application
No. A-5182).

The warrants will evidence in the aggregate the right to purchase 600,000 New
York shares which the company, under the warrant agreement, has agreed to
cause to be issued from time to time upon the exercise of the rights evidenced by
the warrants, and the company has agreed to deposit against such exercise not
later than three months after April 7, 1930, with the Amsterdam correspondent
of the Equitable Trust Co. of New York, trustee, 20,000,000 guilders par value of
ordinary stock of the company.

The warrant agreement contains provisions designed to protect the right
evidenced by the warrants against the effect of dilution.

$

FUTURE ISSU8

The indenture provides for the issuance of debentures from time to time up to a
total of $90,000,000 principal amount, suh debentures to be issued in series,
maturing at such dates and bearing interest at such rates, respectively, as the
company shall determine prior to the issue thereof in accordance with the provi-
sions of the indenture, such debentures to be coupon debentures in bearer form,
registrable as to principal only and/or registered debentures without coupons.
The series of debentures for the listing of which application is hereby made is the
first of such series (4 per cent debentures, series A).

922928-32-Pr 2- 18



488 SALE OF FOREIGN BONDS OR SECURITIES

DIVIDENDS

Dividends on the 4% per cent priority shares and the 4 per cent preference shares
have been regularly paid since their issuance from time to time since 1890.

Dividends on the common stock of the company have been paid as follows:
(In percentage of par value): 1925, 23 per cent; 1926, ?3% per cent; 1927 and1928, 24 per cent.

FINANCIAL STATEMENTS

The following financial statements have been compiled from the annual reports
submitted to the shareholders of the company- the annual report for 1928 was
signed b H London, chairman, and G. C. B. bunlop, secretary:

troI and loss account for each of the five years from 1924 to 1928, in.
elusive.

"(2) Balance sheets as at December 31, 1927, and December 31, 1928."
All conversions of Netherlands into United States currency have been made at

par of exchange (to the nearest dollar, 1 guilder equals $0.402).

Profit and loss account

Loss:
French tax on priority

shares .................
Administration and

other expenses .........
Reserve for tax on divi-

dends ..................
Contractural obligations.
Balance of profit .........

Total ..................

Profit:
Dividends on shares In

various companies .....
Interest less differences

in exchange ............
Contractural obligations.
Dividends lost by limit.

station .................
Accidental profits ........

$19,349.00

136,014.00

$26,209.00

140,216.00

$25,562.00

124,927.00

1925 1924

$21,912.00

149,184. 0

$22,442.00

155,684.00

............................... 221,10000 321,00.00 120.f00 00
38,293 00 84,644 00 70,921.00 315,734.00

41,63, 847."00 40,995,412.00 40,841,570.00 37,989,078.00 35.30.9,394 00

41,709,21000 41,200,130.00 41,297, 80. 00 38.552, C5.00 35,983, 854 00

38,964,153.00 39,140,224.00 39,273,264.00 35,668,975.00 34,20,64Z2.00

2,609,328.00 2,051,287.00 2,020,03&00 2,981,350.00 1,707,847.00
132,033.00 ........................................... 

3,678.00 2,619.00 4,604.00 2,370.00 88500
............... .............................................. 5,870.00

Total .................. 41,709,210.00 41,200,130.00 41,297,803.00 38, 552,695. 00 1 35,983,854.00

Balance sheet

1928 1927

ASSETS
Unissued sham ........................................................ $62, 429,394. 00 $63,474,594.00
Shares in the ilataafsche Petroleum Mij., nominal Fl. 180,000,000.
Shares in the Anglo-Saxon Petroleum Co., Ltd., nominal £14,100,000.
Shares in Asiatic Petroleum Co., Ltd., nominal £2,100,000.
And participation in various other companies ........................... 129.303,723.00 142,085,913.00
Cash in hand and at bankers ............................................ 31,701,059.00 37,684,477.00
Debtors ................................................................. 85,697,311.00 63,037,229.00
Interim dividend priority shares ........................................ 257,782.00 257,782.00

309.390,169.00 306, 540,035. 00

ABILITIES
Share capital .......................... ................. 229,140.000.00 229,140,000.00
Preference share capital ............................................... .603,000.00 60, 00. 00
Priority shares ......................................................... 11, 457,000.00 11, 457, 000. 00
Unclaimed dividend ................................................... 6463.18.00 892,131.00
Unclaimed dividends on priority shares ................................. 36,809.00 37,182.00
Creditors ................................................................ 392,098.00 135,926.00
Undistributed dividend ................................................. 170,222.00 474,088.00
Reserve as per Article 4 of the articles of association .................... 25,390,847.00 22,805, 2I9. 00
Profit and os account ................................................. 41,53,847.00 40,995,412.00

309,390,169.00 306,640,035.00
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AGREEMENTS

The company agrees with the New York Stock Exchange as follows:
Not to dispose, except to a constituent, subsidiary, owned or controlled com-

pany, of an integral asset or its stock interest in any such company, nor to allow
any such company, except to another such company, to dispose of an integral
asset or its stock interest in any other company, unless for retirement and can-
cellation, without notice to the stock exchange.

To make annual financial statements available to holders of debentures through
the trustee.

To maintain, in accordance with the rules of the stock exchange, an agency
in the borough of Manhattan, city of New York, where the principal of the
debentures listed, with interest thereon, shall be payable.

Not to make any change in listed securities, or of a trustee of its listed securities,
without the approval of the committee on stock list, and not to select as a trustee
of its listed securities an officer or director of the company.

To publish promptly to holders of debentures any action with respect to interest.
on debentures.

The indenture does not provide that notice of redemption shall be published
simultaneously in New York, N. Y., and in Amsterdam, Kingdom of the Nether-
lands.

GENERAL

The fiscal year ends December 31.
The registered office of the company is located at The Hague, the Netherlands.
The annual meeting of the company is held not later than the month of June.
The debentures are payable, both as to principal and interest, at the principal

office of Dillon, Read & Co., fiscal agent; holders may at their option collect
principal and interest in Amsterdam, in London, in Basle, in Zurich, or in Stock-
holm, as hereinabove set forth.

The management is as follows:
Officers.-Sir Henri W. A. Deterding, general managing director; J. E. F.

deKok, J. B. Aug. Kessler, managing directors.
Board of directors.-Jhr. H. London, chairman, G. C. B. Dunlop, secretary,

Dr. J. W. ljzerman, Dr. C. J. K. Van Aalst, Dr. J. Luden, Jhr. Dr. B. C. deJonge,
Dr. Aug. Philips, Dr. J. Th. Erb.

Share purchase warrants may be exercised at the office of the Equitable Trust
Co. of New York, trustee, 11 Broad Street, New York, N. Y.

The transfer agent for New York shares is the Equitable Trust Co. of New
York, New York, N. Y.

The registrar for New York shares is Chemical Bank & Trust Co., New York,
N: ROYAL DUTC CO.

(For the Working of Petroleum Wells in the Netherland-Indies.)
(N. V. Koninklijke Nederlandsche Maatschappij tot

Exploitatie van Petroleumbronnen in Nederlandsch-Indie.)
By AVERY D. ANDREWS,

Attorney-in-Fact.
This committee recommends that the at/ove-described interim receipts for

$40,000,000 4 per cent debentures, series A (with attached shares purchase
warrants), due April 1, 1945, be admitted to the list, with authority to admit
permanent engraved debentures numbers M-1 to M-40000, for $1,000 each, on
official notice of issuance in exchange for outstanding interim receipts, in
accordance with the terms of this application. ROBET GIBSON, Chairman.

ASHBEL GREEN, Secretary.
Adopted by thi governing committee, April 23, 1930.

Senator JoHNsoN. Have you any short-time loans of Germany at
the present time?

Mr. DILLON. Nothing under the Stillhaltung agreement at all.
Senator JOHNSON. You have no short-term credits, then, of

Germany?
Mr. DILLON. We have nothing under the Stillhaltung agreement.

I am not fencing. I do not know whether we have anything else.
No; we have no short-term loans.
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Senator JOHNSON. Turn, now, to your German loans, please.
Mr. DILLON. They are listed by years.
Senator JOHNSON. All right. Start first with the first one you

have there.
Mr. DILLON. It might be of interest to you, Senators, in connec.

tion with the Brazilian financing that you have dwelt on, to say this.
We have done all the Brazilian Government financing in conjunction
with British firms who have been the bankers of Brazil for genera.
tions. The general understanding there is that Brazilian financing is
done jointly, the British market taking half of the loan and the Ameri.
can market taking half of the loan. The British did not want to lose
their position in Brazilian financing, so we have gotten together two
groups, American and British, and the last Brazilian loan was sold

alf in England and half in the United States. Previous to that there
was a total of £9,000,000 £7,000,000 of that was sold in the British
market and £2,000,000 in this market. I thought that might be of
interest to you.

Senator JOHNSON. That reminds me of another question as well.
You have many branch houses, have you not?
Mr. DILLON. We have no branch houses.
Senator JOHNSON. Offices?
Mr. DILLON. Offices; yes.
Senator JOHNSON. You have many offices, then?
Mr. DILLON. We have a number of offices; yes.
Senator JOHNSON. I did not know whether you were making a

distinction between your branch houses and offices or not.
Mr. DILLON. Some houses operate with different houses. We do

not do that.
Senator JOHNSON. In the South American capitals you have

offices, have you not?
Mr. DILLON. No.
Senator JOHNSON. In none of them?
Mr. DILLON. No. We have no offices.
Senator JOHNSON. What were you speaking of? [Addressing Mr.

Hayward.]
Mr. DILLON. He just said that in some countries we have some

local man who looks after it and sends us information and keeps us
informed about things, because, you see, Senator, after we have once
made a loan we follow in detail the condition of the borrower over the
whole life of that loan, for years, and we keep that contact by having
a local man in that capital.

Senator JOHNSON. That is exactly what I am asking about. I do
not want to make any distinctions between his being a partner in
your house, or, if you object to the terminology as being a representa-
tive-there is somebody who represents you in each of these South
American capitals, is there not?

Mr. DILLON. NO; I do not think they represent us. We have in
those South American capitals a man who keeps us informed and
ets information we ask him to get, but probably in your own mind
think you would make a distinction between that sort of-
Senator JOHNSON. Is he an employee?
Mr. DILLON. He is paid by us, but he probably does his own busi-

ness down there.
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Senator JOHNSON. All right. There is somebody down there in the
South American capitals who is probably paid by you and does his
own business, but who is not a representative of yours, and not your
agent, but who does keep you advised constantly concerning affairs
in the South American capitals.

Mr. DILLON. That is correct, sir.
Senator JOHNSON. I have tried to put in all your qualifications

there. Have you any such employees, representatives, agents, gen-
tlemen who have other businesses, and yet advise you, in the European
capitals?

Mr. DILLON. In London, Berlin, and Parif.
Senator JOHNSON. London, Berlin, and Paris. Have you turned to

your German loans there?
Mr. DILLON. Yes, sir.
Senator JOHNSON. We go very hastily over them so as not to take

an undue amount of time. Will you call the first one?
Mr. DILLON. 1925 is the first one, to Siemens & Halske Electric Co.
Senator JOHNSON. Where?
Mr. DILLON. In Germany.
Senator JOHNSON. I know, but where?
Mr. DILLON. Berlin.
Senator JOHNSON. Is that 6 per cent or 62?
Mr. DILLON. Seven per cent.
Senator JOhINSON. Better still. How much?
Mr. DILLON. $10,000,000.
Senator JOHNSON. Out of that you received what?
Mr. DILLON. The gross receipts were $49,000.
Senator JOHNSON. What is the next one?
Air. DILLON. August Thyssen Iron & Steel Works.
Senator JOHNSON. low nuch?
Mr. DILLON. $12,000,000.
Senator JOHNSON. Out of which you received how much?
Mr. DILLON. $65,000.
'Senator JOHNSON. What is the next one?
Mr. DiLLON. And that loan has all matured and been paid off.
The CHAIRMAN. Is that $65,000 gross or net?
Mr. DILLON. Gross, Senator. The figure I give is always the gross

receipt of our house, from which we have to pay our expenses, and so
forth-S12,000,000 to the Thyssen Iron & Steel Works, made in 1925,
has all matured and been repaid.

Senator JOHNSON. What is your next one?
* Mr. DILLON. The German steel works group, 1-year note, $6,000,-
000, which has matured and been repaid.

Senator JOH NSON. You have certain other steel corporations, have
you not?

Mr. DILLON. As I come to them, sir, I will read them in order.
Senator JOHNSON. All right. Go ahead and take them in order,

then. Take them in order as you have them.
Mr. DILLON. Rheinelbe Union Steel Works, 1929, $25,000,000.
Senator JOHNSON. Your gross receipts from that were what?
Mr. DILLON. $148,000.
Senator JOHNSON. What is the next one?
Mr. DILLON. United Steel Works, Germany, $30,000,000.
Senator JOHNSON. What were the gross receipts?
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Mr. DILLON. $551,000.
Senator JOHNSON. Six and a half per cent?
Mr. DILLON. Six and a half per cent, of which $3,000,000 have

been repaid by sinking fund.
Senator JOHNSON. hat leaves $27,350,000 due now?
Mr. DILLON. That is right.
Senator JOHNSON. What is the next one?
Mr. DILLON. August Thyssen Iron & Steel Works, $5,000,000,

which has matured and been repaid.
Senator JOHNSON. Out of which your gress receipts were how

much?
Mr. DILLON. $4,000.
Senator JOHNSON. All right. The next one?
Mr. DILLON. Siemens & Halske again. $24,000,000, from which

our gross receipts were $319,000.
Senator JOHNSON. That was what date?
Mr. DILLON. That was in August, 1926.
Senator JOHNSON. Was that 6Y2 or 7 per cent?
Mr. DILLON. Six and a half per cent due in 1951.
Senator JOHNSON. The next one?
Mr. DILLON. Berlin City Electric, $20,000,000. Our gross receipts

were $122,000.
Senator JOHNSON. Six or six and a half per cent?
Mr. DILLON. Six and a half; due in 1951, of which one and a half

millions have been retired by sinking fund. $3,500,000 of that
issue was sold abroad at the time it was brought out, so there were
only $17,000,000 sold here.

Senator JOHNSON. The next one, please?
MXr. DILLON. United Steel Works, in 1927. $4U200,000, W2' per cent.
Senator JOHINSON. Your gross receipts were what?
M\r. DILLON. $20,000.
Senator JoHNsoN. The next one?
Mr. DILLON. United Steel Works, 6. i per cent, $30,000,000, of

which $15,000,000 were sold abroad, and of which $3,000,000 have
been repaid by sinking fund.

Senator JoHNsoN. Your gross receipts?
Mr. DILLON. $268,000.
Senator JOHNSON. Six and a half per cent.
Mr. DILLON. Six and a half per cent?
Senator JoHNxsoN. The next one?
Mr. DILLON. I think it is worth emphasizing that that loan is

$30,000,000. Over $15,000,000 of it was bought abroad.
Senator COU7ENS. You (1o not know how much went into Germany?
Mr. DILLO.. No; I do not know that we could get that the way

they buy over there.
Senator COUZENS. Where do you deliver them to?
Mr. DILLON. We deliver them to the purchaser, wherever lie may

be, in France, Holland, Germany, or wherever he is.
Senator COUZENS. Do you resell in Germany many of the bonds

that you issue on Germon corporations?
Mr. DILLON. Yes, sir; we do. The corporations buy back a good

many, then the bankers over there also buy them.
Senator COUZENS. You mean the corporation you lend to buys

back its own securities?
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Mr. DILLON. I do, sir.
Senator COUZENS. How soon after the sale?
Mr. DILLON. I do not imagine soon. Recently they have been

buying some amounts of them.
Senator JOHNSON. You say recently.
Mr. DILLON. Yes.
Senator JOHNso.. How recently?
Mr. DILLON. I suppose yesterday. I do not know. When I say

recently I mean currently. Small amounts may have been bought
by the corporations."Senator JOHNSON. Don't you realize that that would be an impos-
sibility, because we had to gTant them a moratorium? You need not
answer that.

Mr. DILLON. Senator, there has been no moratorium granted to
any of these corporations to which we have loaned money, and they
all have foreign exchange. We have largely loaned the corporations
which do foreign business and create foreign exchange by their ship-
ments. Of course, it is very profitable for them to buy their obli-
gations now, because their obligations are selling cheap, and they are
very glad to buy them back.

Senator JOHNSON. Let me understand that. Do I understand you
to say that the Germans are very glad to buy the obligations of their
various industrial plants-of their steel corporations, of their electric
railways, and the like-because it is cheap to buy them now, and that
they have the money to buy them?

91r. DILLON. I did not say that about the Germans. I said the
companies themselves, that were the borrowers.

Senator JOHNSON. Are they German?
Mr. DILLON. Yes.
Senator JOHNSON. All right, then. They are Germans, are they

not?
Mr. DILLON. The borrower, where he has available funds, I should

think would be very glad to buy his own obligations.
-Senator JOHNSON. And he is doing it right along?
Mr. DILLON. They are doing it to a certain extent, a limited extent.

right along-some of them; not all.
Senator JOHNSON. Have they been doing it in the last six months?
Mr. DILLON. I should think some have to a limited extent.
Senator JOHNSON. Constantly in the last six months?
Mr. DILLON. To a limited extent.
Senator CorzENs. At what price?
Mr. DILLON. Whatever the current market is. I can get you the

current markets of them. I do not know.
Senator COUZE.NS. Is it very far below the selling price at the time

of the issue?
Mr. DILLON. I should say, materially below. Bonds have gone

down, both American and foreign.
Senator COUZENS. They have gone down as far as the South

American bonds?
Mr. HAYWARD. Yes, sir. These steel bonds were selling at 21.
Senator COVZENS. In other words, this industrial in Germany got

86, 89, and 90 cents on the dollar and now can pay back and liquidate
his indebtedness at 21?
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Mr. DILLON. In the same way that the American industrials sold
their bonds. American public utility holding companies are to-day
buying them back on practically the same basis.

Senator COUZENS. Are they as low in America?
Mr. DILLON. Yes.
Senator COUZENS. The railroads?
Mr. DILLON. Railroads, I should think, would be lower. Frisco

4%'s are selling at 13; so that they are lower, I should say.
Senator COUZENS. This is the same cost of inflation that hap-

pened in Germany?
Mr. DILLON. Over here?
Senator CouzENs. I mean, it is enabling debtors to liquidate on

the same basis as they liquidated in the markets over there. There
is an opportunity for them to liquidate; iq not that true?

Mr. DILLON. 'That companies who have cash to pay can buy their
own obligations?

Senator COUZENS. Yes.
Mr. DILLON. Very advantageously.
Senator COUZENS. It is an opportunity to liquidate their indebt

edness?
Mr. DILLON. If they have available funds.
Senator GORE. Is that going on to any considerable extent?
Mr. DILLON. I do not know, sir.
Senator JOHNSON. What is your next one?
Mr. DILLON. Deutsche Bank, Berlin.
Senator JOHNSON. Six per cent?
Mr. DILLON. Six per cent. Twenty-five millions, of which we

sold abroad at the time of offering $8,400,000. Our gross receipt was
$129,000.

Senator JOHNSON. Your next one?
Mr. DILLON. I will give you round figures on these, Senator.
Senator JOHNSON. All right.
Mr. DILLON. The Gelsenkirchen Coal Mining Co., $15,000,000,

of which $7,000,000 were bought abroad. Our gross receipts were
$50,000 on that $15,000,00.

Senator COUZENS. Why do they make loans in America? Why
do they do their borrowing here when half of it goes back to foreign
countries?

Mr. DILLON. Why do they do that? I suppose those investors
like the bonds. The investors buy them over there.

Senator COUZENS. What I am trying to find out is why they will
borrow $15,000,000 and then sell half of it back in Europe again.

Mr. DILLON. Why do they do that?
Senator COUZENS. Why do they not borrow over there?
Mr. DILLON. Probably they do; I do not know. They borrow

from us. We have a demand at once from abroad for those bonds, and
we have sold them abroad.

Senator COUZENS. Do. you solicit their business?
Mr. DILLON. No. I do not quite understand your question.
Senator COUZNS. I say, do you solicit their business? Do you

inquire whether they are in the market to borrow?
Mr. DILLON. No; I think they come to us first.
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Senator COUZENS. And after they come to America and get their
money, they buy some of those bonds back in their own country
again?

Mr. DILLON. When I say they were sold abroad, I mean they were
sold in Germany or Holland or France-

Senator COUZENS. Has your experience been that many of them
get back to France?

Mr. DILLON. Many of them go back to Europe. I would have to
make a long inquiry to see just which country they get to.

Senator CoUZENs. You would not know whether any would be
sent to France or not?

Mr. DILLON. Very few to France. It is mostly Holland, Switzer-
land, and the Scandinavian countries and the like.

Senator JOHNSON. The last one you mentioned was the Gelsen-
kirchen Mining Corporation. That is a coal company, is it not?

Mr. DILLON. Yes; $.15,000,000, of which $7,360,000 were sold
abroad. Our gross receipt was $50,000.

Senator JOHNSON. The next one?
Mr. DILLON. The Ruhr Chemical Co.
Senator JOHNSON. What is that company?
Mr. DILLON. A chemical company located in the Ruhr, in Germany.
Senator JOHNSON. I know; but what does it manufacture particu-

larly?
Mr. DILLON. Artificial nitrate. That was $4,000,000 of which

$1,500,000 was sold abroad. Our gross receipt on that was $56,000.
Senator JOHNSON. The next one?
Mr. DILLON. The Ruhr Gas Corporation.
Senator JOHNSON. Six and a half per cent?
Mr. DILLON. Six and a half per cent; $12,000,000, of which

$3,136,000 was sold abroad. Our gross receipts was $27,000.
Senator JOHNSON. What is the Ruhr Gas Co.? Can we say that

it is a manufacturer of gas?
Mr. DILLON. No; it collects the gas from the by-product coke

ovens in that region and sells it to the various cities.
Senator JOHNSON. Then it is a gas company.
What is the next one?
Mr. DILLON. The Ruhr Housing Corporation.
Senator JOHNSON. What is the Ruhr Housing Corporation?
Mr. DILLON. That is a subsidiary company of the steel works over

there that builds workmen's houses.
Senator JOHNSON. Six and a half per cent?
Mr. DILLON. Six per cent; $4,600,000, of which $850,000 was

bought abroad. Our gross receipt was nothing.
Senator SHORTRIDGE. Were they $100 bonds?
Mr. DILLON. They are usually $500 and $1,000, Senator.
Senator JOHNSON. What is the next one, please?
Mr. DILLON. Rudolph Karstadt.
Senator JOHNSON. What is that?
Mr. DILLON. A department store. They have branches in

Germany.
Senator JOHNSON. Six per cent interest?
Mr. DILLON. Yes; $15,000,000 of which a million and a half was

sold abroad and of which $700,000 have been retired by sinking
fund. Our gross receipts were $111,000.
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Senator JOHNSON. And the next one, please?
Mr. DILLON. Berlin City Electric, $15,000,000, of which $5,042,000

was sold abroad. Our gross receipts were $18,000.
Senator JOHNSON. Six per cent?
Mr. DILLON. Six and a half per cent.
Senator JOHNSON. The next one?
Mr. DILLON. Siemens & Halske, $14,000,000, of which $3,740,000

were sold abroad. Our gross receipts were $430,000.
Senator JOHNSON. What is Siemens & Halske?
Mr. DILLON. A manufacturing electric company, also manufactur.

ing telephone equipment.
Senator JOHNSON. Simply a manufacturing company?
Mr. DILLON. Yes, sir.
Senator JOHNSON. The next one?
Mr. DILLON. Berlin City Electric Co., $15,000,000, of which

$3,400,000 were sold abroad. Our gross receipts were $101,000.
Senator CONNALLY. Is that a municipally owned plant or a private

plant, the Berlin City Electric Co.?
Mr. DrLLON. The Berlin City Electric belonged formerly to the

city of Berlin, but it is now an independent corporation.
That is all, Senator Johnson.
Senator GORE. In each of those cases the major part of the loan

remained in this country and the minor part went back to Germany?
Mr. DILLON. A considerable part went back. I do not lnow

whether it went to Germany. It was sold abroad.
Senator GORE. I was just wondering if that did not tend to prove

that while there are more reichmarks in Germany than there are in
this country, there are more easy marks in this country than there are
in Germany.

Senator SHORTRIDGE. As to all of those issues, are they now selling
far below par?

Mr. DILLON. Yes; that is correct, Senator. They are all paying
interest. None have defaulted on interest or sinking fund.

Senator SHORTRIDGE. Nevertheless, they are on the market at
away below what the purchasers paid for them?

Mr. DILLON. Yes; just as are the securities of our own and all
other countries.

Senator SHORTRIDGE. But you can not explain why it is?
Mr. DILLON. No, I can not. I can say that these foreign loans are

behaving no differently than our own domestic loans, and I think
they are just as good.

Senator SHORTRIDGE. You do not think that anybody in the neigh-
borhood of Wall Street has anything to do with fixing the market
price of those bonds, do you?

Mr. DILLON. I never found such a person, Senator, because when
you realize the great volume of these bonds, it would be practically
impossible for any one to do that. I do not think any one is strong
enough to do that.

Senator SHORTRIDGE. Yet the companies issuing the bonds are
now buying them back?

Mr. DILLON. A few. Do not misunderstand that. That is in
no great volume. Where they have the money they are buying a few
of them back.
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Senator SHORTRIDGE. And in that way are discharging their obliga-
tion?

Mr. DILLON. Yes; just as American companies are doing.
Senator COUZENS. Do they sell bonds short the same as they do

stock?
Mr. DIL.oN. Does who?
Senator COUZENS. Whoever sells short, of course.
Mr. DILLON. We hanI le no such accounts in our office.
Senator COUZENS. I am asking you the practice of Wall Street and

of the New York bankers, from your observations. Do they sell
bonds short the same as they sell stocks?

Mr. DILLON. Not to my knowledge. But we do not deal in
either stocks or bonds on the exchange. We are not members of it.

Senator COUZENS. Do you know whether or not they sell bonds
short?

Mr. DILLON. I should think it would be a difficult thing to do in
any volume, because I do not know where you would get the bonds.
I do not think there is as free lending of bonds as there is stock.

Senator COUZENS. So that the short selling of bonds has not
existed to the same extent as the short selling of stocks?

Mr. DILLON. I would not hesitate to say that that is true, although
I am not familiar with the short selling of stocks.

Senator COUZENS. When you add up all of the loans that have been
made by the so-called international bankers to Europe and say that
that much American money has been loaned to Europe, that is an
incorrect statement?

Mr. DILLON. Yes; because a number of those loans were bought
abroad.

Senator COUZENS. You have no idea of the percentage, have you?
Mr. DILLON. And a great deal of that has gone back since; I mean

since these loans were made. The figure that I have given you of
what was sold abroad, which is a very large figure. was at the time of
issue. I have no way of telling the amount that rias been bought'
hack since, although in the case of the Dutch loan I think it is safe to
say that a great majority of those loans have been bought back by
the Dutch. The vast majority of that loan has now gone back to
Holland.

Senator COUZENS. So that there is a general misconception in the
country as to the amount f American money that has been loaned
abroad, because they take the aggregate that has been loaned by all the
bankers and say that that is the amount of American money that
has gone abroad. But that is not correct?

Mr. DILLON. That is not correct.
Senator COUZENS. So the public has been going along on a mis-

understanding as to the volume of money loaned by Americans to
Europe?

Mr. DILLON. I do not know just what the public feeling is.
Senator COUZENS. That is the feeling represented in the newspapers.
Mr. DILLON. If that is the feeling, it is not correct. Our issues

being to industrial companies may be in a differevp category from these
loans to municipalities. I have no figures on that.

Senator CONNALLY. Mr. Dillon, to what extent has your company
participated in making loans abroad to American industries estab-
lished in foreign countries, American corporations? Since the war

497



498 SALE OF FOREIGN BONDS OR SECURITIES

a great many of them have been established in foreign countries,
have they not?

Mr. DILLON. You mean, our loans in America-
Senator CONNALLY. I mean, to what extent have you financed the

establishment of American-owned factories and indistries in foreign
countries?

Mr. DILLON. We have furnished money to American industries
doing business aboard. That has been done in a number of instances.

Senator CONNALLY. Can you give an approximation of about how
much money you have furnished to them?

Mr. DILLO' . We ourselves?
Senator CONNALLY. Through your syndicates. Probably you can

cite some of the instances if yeou have'them there.
Mr. DILLON. There was one instance where the issue was bought l)'

an American company doing business abroad to get an interest in a
foreign company. Is that what you titean?

Senator CONNALLY. If an American concern here wants to establish
a factory in Europe, does it not usually issue bonds?

Mr. DILLON. No; not necessarily. *They may do it out of their
surplus.

Senator CONNALLY. Do you finance any of those (coI1fpailes?
Mr. DILLON. One instance I happen to recall, that of the National

Cash Register Co., which is an American company out in Ohio. They
built a large plant in Germany.

Senator CONNALLY. Did you help to finance that?
Mr. DILLON. Yes.
Senator CONNALLY. You say you helped to finance their bond

issues that have been used by American companies to buy interests
in foreign corporations?

Mr. DILLON. No; I say some of those securities which we have
sold-

Senator CONNALLY. That is what I am talking about. Some of
that has been so used?

Mr. DILLON. Yes.
senator CONNALLY. You spoke of becoming a creditor nation

instead of a debtor nation, and you referred to the agricultural and
manufacturing interests being overdeveloped. Do you attribute
that to the fact that we have become a creditor rather than a debtor
nation?

Mr. DILLON. I think it is due to a natural development from in-
creasing wealth and growth: and we were doing export business to a
large extent. If you are going to cut that export business off, we
ourselves at home have not to-day the consumptive capacity to take
care of all of our agricultural products or all of our manufactured
products.

Senator CON-,AI.LY. Does not the business of American corpora-
tions in foreign countries competing with our own industries tend to
reduce our exports and produce this very condition that you are talk-
ing about, of a domestic surplus?

Mr. DILLON. You mean, that foreign countries would produce as
much as we?

Senator CONNALLY. If a man goes over to Germany and establishes
an American factory does not that cut off a large amount of our



BALB OF FOREIGN BONDS OR SECURITIES 499

exports by reason of that company in Germany using German labor
an d facilities?

Mr. DILLON. I do not think so, because I do not think they would
build a factory over there if that were the case. I think it is because
of the tariff of that country which does not allow our products to get
in on a competitive basis with the native stuff. I think you will
find that that is the reason for our building factories where we have
built them.

Senator SHOETRIDGE. Of course all those countries have tariff
duties?

Mr. DILLON. Many of them have; yes.
Senator SHORTRIDGE. And they are about twice as high as the duties

of the United States.
Mr. DILLON. Are they as high as that?
Senator SIORTRIDGE. On an average.
Senator CONNALLY. In making your foreign loons do you submit

the matter to the State Department before issuing the securities?
Mr. lDLLO N. Always.
Selator' ('ONNALLY. How do you (1o that -- by letter or by personal

contact?
Mr. )ILLO N. We either telephone to one of the officials in the

department and then tollo v that by letter, or simply seun a letter.
Senator CONNALLY. Do you have some particular br,,nch of the

State Department that yoi take that up with, and would you mind
stating whion?

Mr. DILLON. I (1o not. think there is any particular branch. I
think it is either with the Secretary or one of the undersecretaries.

My associate tells me that. a letter is simply addressed to the See-
retary of State.

Senator CONNALLY. I)o you submit any reports as to your exam-
inations regarding the legality and economic backing, or just a general
statement?

Mr. DILLON. We inclose a circular which is descriptive of the loan.
Senator CONNALLY. The circular that you advertise to the pur-

chaser. Have you ever had any bond issues refused by the depart-
ment?

Mr. DILLON. No; we have not.
Senator CONNALLY. Do you ever put that into your circular, that

the State Department has not objected?
Mr. DILLON. No.
Senator ,JoHssoN. Are you representing here at the present time

any of the houses for whom you have niade loans or any of the
governments for which you have made loans?

Mr. )ILLO N. No; we are not, Senator.
Senator JOH'NSON. Are any of the sinking funds being paid at your

office?
Mr. DILLON. They are.
Senator JOHNSON. Many?
Mr. DILLON. Quite a number of them, I would say.
Senator JojiNsoN. Generally speaking, where you are the manager

of the loan, is not, that the fact?
Mr. DILLON. Generally speaking, they want us to act as sinking-

fund neents.



SALE OF FOREIGN BONDS OR SECURITIES

Senator JOHNSON. IS there any compensation or profit derived
from that activity?

Mr. DILLON. There is compensation, small compensation, figuring
very little more than enough to pay the clerical work.

The CHAIRMAN. Your company does not require that you shall
act as agents?

Mr. DILLON. No. That is optional with the borrower. They
generally want you to do that because they must have some one to
act as their agent, and probably they feel that you are best qualified,
which I think you are.

Senator SHORTRIDGE. In view of a remark that I made just now
I would like to add this, that as to 25 comparable products the rates
of duty of 15 of the principal European countries are a little over
twice the rates under our American tariff law. As to 25 comparable
articles competing one with the other, as to 15 of the European
countries their rates are a little over twice the American tariff rates
on those comparable articles.

Senator GORE. You do not have the data to show whether wages
are twice as high in those countries as they are here?

Senator SHORTRIDGE. No, indeed, I do not. That is why every-
body wants to come to America.

Senator JO.HNSON. Did you participate in any of the loans to sugar
companies in Cuba?

Mr. DILLON. None.
Senator JOHNSON. You had no participation?
Mr. DILLON. None, except that small loan I mentioned, of

$3,000,000, which we made. We have loaned nothing and have not
been interested in anyof the loans that others have made in Cuba.

Senator JOHNSON. My recollection is that the National City was
the managing agent of those sugar loans.

Mr. DILLON. I do not know, sir. We were not in those.
Senator JOHNSON. You have a statement there of all of your loans

and the amounts?
Mr. DILLON. I have.
Senator JOHNSON. May we have it to put into this record, please?

I wanted to examine the statement to see whether there was anything
else that I might have you furnish subsequently. I will take a glance
at it, Mr. Chairman, and see its form.

The CHAIRMAN. I thought I asked him to put it into the record at
the beginning. But if I did not, you can put it in at this point.

Senator SHORTRIDGE. While the Senator is looking at that state-
ment, let me ask you this: what was the issue of the Royal Shell,
or the Dutch company mentioned?

Senator JOHNSON. Forty millions.
Senator SHORTEIDGE. Forty millions?
Senator JOHNsoN. I think so.
Mr. DILLON. That is correct.
Senator SHORTRIDGE. And it was sold to the public at what?
Mr. DILLON. Eighty-nine and a half. The company eceived

86, or a gross spread of 3% per cent.
Senator SHORTRIDGE. Can you advise us as to the present market

value of those bonds?
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SALE OF FOREIGN BONDS OR SECURITIES

Mr. DILLON. They are listed on the stock exchange and in the
newspapers. We have a copy just torn out of a newspaper here, and
we might find it for you.

Senator SHORTRIDGE. There has been no default?
Mr. DILLON. None whatsoever, sir. There has been no default in

any of our Holland loans whatsoever, either interest or sinking fund.
Senator SHORTRIDGE. And some have been retired?
Mr. DILLON. Yes, sir.
Senator JOHNSON. In conclusion, with relation to the amount of

issues in which you have participated, you gave those of which you
were manager as $1,491,228,543?

Mr. DILLON. That is correct, Senator.
Senator JOHNSON. And in addition to that, you participated in

various transactions in which you were not manager?
Mr. DILLION. I should think that would be very limited in amount.
Senator JOHNSON. You cannot approximate the amount?
Mr. DILLON. No; but I should be glad to let you have it.
Senator JOHNSON. Would you have one of your assistants do me

the kindness to add up so that it will show the total of what you term
the gross receipts from the loans that your house had?

Mr. DILLON. Yes, sir. It is on the sheet that we are giving you,
Senator. It is not added.

Senator JOHNSON. Will you add it when it is put into the record
now, before your departure?

Mr. DILLON. Yes, sir; certainly.
(The statement referred to and submitted by the witness is here

printed in full as follows:)

Summary of Dillon, Read & Co. foreign i8ues

Total issued -------------------------------------------- $1, 491,228, 542
Total outstanding Jan. 1, 1931 -- .. ----------------------- 1, 189, 653, 300
Retired by sinking fund and call -------------------------- 301, 575, 242
Amount originally.placed abroad -------------------------- 270, 918, 000
Segregation of issues outstanding:

Canadian ------------------------------------------ 499,376,300
Germany ------------------------------------------- 252,701,000
Holland -------------------------------------------- 115, 000, 000
France ----------------------------------------- 22, 779, 300
Italy ---------------------------------------------- 32, 304, 200
Poland --------------------------------------------- 27, 300, 000
South America -------------------------------------- 209, 359, 000
Japan ---------------------------------------------- 30, 833, 500

1, 189, 653, 300
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Foreign issues by, Dillon, Read & Co., 1919-1931

Issued

Jamry.-

May .......

July.....
August...
Noveninher.
l)ecer ,nilr -

D o -------

IV20
May .....
Octobt,er. -.1)o ...
1:ovember.
0)4eemher.-

1921

'ebruary. -

%larch....-

tune .....
Do .......tuly ...

;eptember.
Do .......

October ....
1).o ----Do -------

November.
Dece ier..

S7,500. O0. W0

7.500.000.00
1.000.000.00

10. 000. 000. 0
500, 000. O0

7,5W00,000.
12,0000,0. O0

5, 000, OO. 00

Outstanding,
1001

: Retail
Sold abroad offering

price

Matured. ArO.000. O 96.96

Matured. 110,000.00 ()
Matured.. ................ 99.50
Matured. . 100.00
'Matured. 134,000.00 97.50

'M atured. - .... -------- (2)
Matured. 1 10.O0. r

Syndi-
cate
price

98.09

S 94.50

93.64

None. 944000. o . .............. ...

15.000.00.001 $140,X0.000.00- --.. ....... 99.1r) 96.00
4. 000,000.00 Matured. ---------- 00. 0 95.50

25.000.000.00 24, 743. 01. 00 -............. 100.00 96.50
Z000.000.00 2000.0..00 Is. 00o. 9&.50 .25,000.000.001 24.7.000 ............... oo.00 9.00

Canadian Northern Railway, equipment trust d's (series
B), due 19t9-1-29 .................. . . .

Canadian Northern Railway, equipment trust 6(;F (sries"
C( , due 19;9-1924 --------------------------------------

Toronto Electric Light Co., 6"s, due 192 -........... 
Canadian Northern Railway. 6's. due 1M22 and 1924. -- 1
lrasilian Traction Light & Power Co., 6's, due 1922- ----
Canadian Northern Railway. equipment trust 6's (series

D). due 1919-1929 -----------------------------------.
Canadian Northern Railway, 512's, lue 1922-1924 ........

Total ------------. ---- -- -- --------.....

(anadian Northern Railway. 7's. flue 1935 ..............
The Masey-hIarris Co. (Ltd.', 8's, due 1930 ..........
Randd Trunk Railway of Canada. 7's, due 1940 ..........
Province of Nova Scotia. 6"s, due 130 ................
Canadian Northern Railway, 7's, due 1940 ..............

T o ta l ..............................................

Urand Trunk Railway of Canada tLtd,), equipment
trust 6'-'s, flue 1936 ......................... ... .

United Railways of Htabana, equipment trust 7 's,' dueIM 6 ...... ..... . . ... ..... -- - - - -- - - --; ..... .... .... ....
Government of Newfoundland, 6!'s. due 1936.
United States of Brazil, 's, due 1941 ..............
Canadian Northern Railway, 6z's, due 1946 .............
(rand Trunk Railway of Canada (Ltd.), 6's, due 1936....United Statem of Brand, 8's. due 1941 ----------------------
Province of British 'olunbia. 6's, 'lue 1941- -------------
Province of Manitoba. 6s, due 1946 ---------------------
Province of Manitoba. 6"s, due 1946 (second tranche' ......
Cily of Rio fie Janeiro. W"s. due 1946 --------------------- I
French cities (Bordeaux, Marseilles, Lyon), O's, due 1934.

T otal-- - -- - -- -- -- -- -- -- -- - - --

6,000.000.00
6.000.00000

25.000.00000
25.000,000.00
25,O.000.00
2. Oo,000. 00
2. 000. 00
2.000.000.00
2. 750. 000.00

12,000.000.00
22,779.300. 00

If ,,n.lo J. U

2.200. 000
6. 000. 000. 00

16. 926, 2. 00
25. 000. O ). 0)
25.000.000.00
16 926. 20. 00

2. 0, 000. 00
2. 0W.000. 0
2.750.000.00
8. 5:5. OD. 00

22.779.300.00
165,529.300.00 141. 346.8S001

Bankingroup Purchase!
pace ,price

--:--......

--2----".-
.... i-i---

9(.21

97. 25
9&00
97.75
9260

94.0O

9 89

9350
94.50
91.70
9620

IN. 000. ) --.------------------

. . 5.25 93.40 - -...... 92.00
...........9900 950 1------OM7

-- ------. 97.50 92.50 91.00 MOO
.............. 96.50 94.501 93.50 9250
----.--..----.- 95.25 , 9.50 93.00 9200
............... 98.50 94.50 93.00 90.00
-.------------.- 98.75 ----------- ------- ' 104.65
------------- I- 99.54 ----- I-- .......... 97.50
................ 99.64 -- ... 97.50

s.. 97.75 9375 91 .0 90. O
--------.-.--- - b6.50 83.50 ----------. 81.50

-----I-----------I... .

71.000J,000.00 65.-% f. 0o000

Goss
orifnat 4

receipts
before

expenses

$2,125. 00

31, 50. 00
20, 357. 0D
25.000.00
76,100.00D

37,500.00
45,000.00

65.0.00
40,000.00
620OO

3.5111.0029,eo&.oo

22,10510

86,251.00

67,500.0
38,014.00

467,125.00
224.01&00
202,37& 00
879.843.00

None.
None.
None.

39.6N5. 00
222057±0

1=

I

iI



1922
January. -.
February._

March -----
April -------

May -------
1)0o ..
Do ...

June -------
Do ....

July ......
Do .....
Do -----

August ...
September.
November.
Decemnber..

1923
January ---

Do----,
April -...
May - I
June ...- I

Do ...
November.
l)ecemler..

1924
January ..--IDo -------
July. ......

Do .....
Do .....
Do .....

August ....

Do .....
Do .....

September.

Canadian National Rys., equipment trust 4,k,'s due 1925-
1919 -------------------------------------------

Canadian National Rys. 4's. due 1927........-------------
Cespedes Sugar Co. 7 's, due 1939 ........................
Canadian National Rys. 412's, due 1954 ------------------ j

51,j to 6 per cent baciq.
61 to 6!j per cent basis.3
Canadian funds.

9.375.00. 00
20.000.000.00
3,0 000. 00
26,000,000.00

5,000.000.00 --------------- () 98.10 .
Matured- ----------------- 98 98.50 -.------

1.991.000.00 --------------- 99.00 94.50.-----
26,000.000.00 12,054,000.00 96.00 1 94.50 ...........

I Per 2,Z00 guilders.

4-4Y4 per cnt basis.

97.35
9&25
90.00
94.00

7,33&00
7,489.00

6K,320.00
14.38.00

Province of Alberta, Ss, due 1947 ------------ ------ $3.846.000.00 3,84& 000. 00 ------------ 100.00 1 99.125 ---------- 9&27 iBCO
1972, series A guildres -----------------------------------

Canadian National Railways. 5s. due 1925 --------------- 11.000.009.00 Matured. 99 a 9-- - - 99.03 '5,58.00
(Government of Newfoundland, 5%s, due 1942 ------------ 6.000,000.00 6. 000, 000 00 -------------- 101.00 99.75......... 9&73 10, 62. 00Provinceof Alberta, 5hs. due 1952 ----------------------- 3,000.000.00 3.000.000.00 -------------- 103.00 101.75----------100.25 3.84&00Province of Manitoba. 5s. due 1925 ---------------------- 3,934.000.00 3.934,000.00 .............. 99.00 98,.......... 97.986 4,901.00Province of New Brunswick, 53s. due 1939 ..------------- 1,500,000.00 1, 500. 00. 00 108,000.00 104.00 103.00 .----------10111 1,753.00Province of New Brunswick, serial 5's, 192 ---------------- 800,000. 00 640.000.00 -------------- 100.00------------------99.255 None.
United States of Brazil. 7s. due 1952 --------------------- 25.000,000.00 18.336.000.00 -------------- 96.50 94.00 93.50 91.00 321,125.00United States of Brazil, 7% per cent coffee security loan £2 000,000.00 To he called 1932. __---------- 97.00 90.00 95.00 94.50 82,450.00

due 1952.
Province of Alberta, 5%'s, due 1927 ---------------------- $3,500.000.00 Matured. 50,000.00 100.00 9& 8,5 98.27 5,835.00City of Montevideo. 7's. due 1952 ------------------------ 6,000.000.00 5,684.000. 0 -------------- 7.00 95.00 94.50 91.50 107.750.00Kingdom of the Netherlands, 6 per cent guilder loan, due 50. 000, 000. 00 50, 000, 00000 -------------- '960.00 945.. 0 -------- 936.00 7,86200

1972 series B guilders ..................................
Province of Alerta, 51n's, due 1927---------------------- 2. 000. 000. 00 2 0000.0.............. 100. 00 99.1251 ---------- 98.27 3, 52 00Province of Saskatchewan, 5's. due 1942 -----------------. 2 638.000. 00 2. 68, 000. 00 -------------- 993 98 ---------- 97.652 7, 5 .00City of Ottawa, 5W's. due 1923-1952 ----------------------. 554.000.00 1,7W. 00.00 -------------- 103.42 10150 ---------- 101.87 1,358.00Letbbridge Northern Irrigation District, 6's. due 1951 ----- 1,000,000.00 1.000,000.00 -------------- 10600 104 .00 1035 6,38&00

Total -------------------------------------- 132,72,000.00 00. 364, 000. 00 158,000.00 ---------- -.......... ------------

Province of Alberta, 5's, due -4.--------------------- 4. 800.000.00 4.80000. D 138,O0.00 97.25 I 95. 75 95.04 3,079.00Province of British Columbia. 5s, due 19 ..-------------- 2 . 000000.00 2,00.000.00 723,000.0 97.50 96.25 ----------.95.24 1,312.00Province of Alberta, 5's, due 1943 ------------------------ 3,000.000.00. 3,000. 000.00 851,000.0 96.25 9.00 ----------- 94.27 4,78Z00Province of Ontario. 5's, due 1923 ------------------------ 5,000000.00 Matured. ............. 99.85 9&944 , ,355. 00greater Winnipeg Water District, 5's. due 1924 ----------- 1.010000.00 Matured. ! ............ 99. 408 .99. 408 None.Province of British Columbia, 5s. due 1913-1946 ---------- . 000. 000.00 2. .000. 0 r...............97 ............... 397.03 None.Province of Alberta. S5's, due 1926-1933 ----------------- 9.000.000.00 3,000, 00 2,700, 000. 00 100.00 , ... 50-----------97.50 19,059.00Province of Ontario, 5's, due 1924 ........................ 10.000.000.00 Matured. -------------- 99.55 ----. 50---.......... 99.375 6,977.00
Total ---------------------------------------------- 36.810.000.00 14. 8.000. 00 5,-12.000.--S 5. 61Z, 00.0 -- - - - - -- - - --.- - - --.- - - - -

Province of Alberta S's. due 1939 ------------------------- 2 . 500.000.00 250M.000. 00 675000.00 . 95.92 94.42 ----------- 93.42 5,311.00
Government of Newfoundland 5's, due 1944 ------------- 3,00. 000. 00 3,500.000.00 179,000.00! 100.00 9.,50 ----------- 967 11,701.00Province of British Columbia 4'4's due 1927 3, 000 .00 Matured. 99.75 ...... 99.254 3,471.00Provinceof British Columbia5's, due 1939....... 2,000.000.00 2.000,000.00 11.000.001 100.00 - - 9815 None.Provinceof Brilish Columbia 5's, due 1939 ---------------. 3042,300.00 3,042,300.00 1,688, 000.00 99.25 98.5 . . 97.93 10.063.00

great Consolidated Electric Power Co. of Japan 7.j's,
due 199----------------------------------------- 15,000,000-001 11,8000.00 445, 000. 001 91.50 R7 00 X3.00 80-00 181-01509.00



Foreign issues by Dillon, Read & Co., 1919-1981-Continued

1924
October .... City of Bogota, Colombia, 8's, due 1945. ..................
December.. French Nationa] Mail Steamship Lines 7's, due 1949 .....

T otal -----------------------------------------------
January.... Siemens & Halske A. G. 7s, due 1928-1935 ..............

Do ---- August Thyssn Iron & Steel Works 7's, due 1930 ........
February.. Canadian National Rys. 4%'s, due 1930 -------------------

Do ----- Canadian National Rys. 4w's, due 1935 ..................
Do ----- Est Ry. Co. (Frane) 7"s due 1954 .......................
Do ----- Republic of Poland 8's, due 1950-.......................

April ....- I German Steel works group -year 7 per cent notes .........
J-ne ...... Province of Saskatchewan 4'4's. due 1945 ................
July. ....... Province of British Columbia 4Y's, due 1950 ............

Do ----- Great Consolidated Electric Power Co. of Japan 6O's,
due 1950 ------------------------------------------------

October .... Rudolph Karstadi (Inc.) (Germany) 7's, due 1930 ......
November. Municipal Bank of Hssen (Germany) 7's, due 1926-1945...

Do ---- Province of New Brunswick 43' s. due 1928 .............
December.. Disconto Gesellschaft Bank, Berlin, common shares .....

Total ...............................................

January ....
May .....

Do. ....
June .....
Do.--

Do.--
Do.-
Do .---D~o ......

Do.---

August..

Rheinelbe Union Steel Works. 7's, due 1946 ............
Agricultural Mortgage Bank of Colombia, 7's, due 1946...
United States of Brazil, 6%'s, due 1957. (See below) ....
City of Ottawa, 5's, due 1927-I9 ................... -...
United Steel Works Corporation (Germany), 6Ws, due

1951. series A ...........................................
Toronto Harbor Commission, 44's, due 1953 ............
Aug. Thyssen Iron & Steel Co.. 6 per cent notes, due 1926.
City of Ottawa, 5's, due 1927-1956 ........................
United States of Brazil, 64's, due 1957 ...................
Province of Btitish Columbia, 4Ws, due 1927-195. (See

above) ..................................................
Siemens & Halske A. 0., 6Ws, due 1951 ................

Issued 

I

Outstanding,1931

6,000,000.00 $4,749. 000. 0

10,000,000.00 Called.

10,417,300.00 60,5 82,300. 00
I

10,000,000.00 3,544,500.00

12.000.000.00 Matured.
18,000.000. 00 Matured.
17.000.000.0O0 17, 000. OO. 00
20.000.000. O Called.
35, 000. 00. O 27,300,000. 00
6,000,000.00 Matured.
2,250. O0. 00 2, 250. 000. 00
1,000,000.00 1, 000, OO. 00

13,500.000.00 11, 883,50D. 00
3,000,000.00 Matured.
3,600. 00(k 00 2,700,000.00
2. 275.000.00 Matured.

R.M.7.500.00 7,500,000.00

145,500,0OO. 00 67,553,000.00

25,000,000.00 22,188,000.00
3,000.000.00 2, 300,500.00

35,000,000.00
672,000.0 D 520,0.0

30,6OD.000. 00 27,300,00.00
1.960.000. 00 1,980,000.00
5,000.000.00 Matured.

702,942.00 520, 0. 00
25,000.000.00 56.921,000.00

6,. 00. .00~ 5,370.000.00
24,Oft 0.000j 23,685,.oo00

Sold abroad
Retail

offering
price

Syndi-
Cate
price

Banking
group,
price

98.00 94.00 93.00
91. 00 87.00 86.50

15,2N7,.000 -...... 0 1 --.......-----

1,550,000 99.0096.50
1,3MO,000.00 98.50
--- ---------- 99%

7,. 000. OO00 1 97%
1,50,000.00 87.50

25, 000. 00 95.00
1,5 00000. 00 99.00
1,511,000.00 96.25

800,000.00 94.00

55,000.00 86.00
........ .. 97.00

380,000.00 95.93
99.65

.............--- 150.00

15, 711, 000. O .

7,175.000.00'

7,752, 000. 00

2,60.OO0.00
479,000. 00

1,000,000.00

6,775,000.00,
3, 340, 000. OG
7, 745. 000. 00

94.00
94.00
90.00
(1)

96.00
95.00
99.50

10D. 67
9050

97.17
47.50

96.50 96.00
93.00 92.00
95.50 94.50'
99.75 ----------i

91.00 88.00

95.25- I -

83.00 82.00
94.00 93.00
92.44 91.9419.151 ----------

147.00 ----------

90.00 88.00
90.00 .
8.50 86.00

93.00 92.50
94.00 .

bt50 1 87.0.. ... .

Gross

Purchase = 9
price ele's

beforeexpenses

89.00 N M0
84.50 8$217,016.0

--------.-

95.00 49,337.00
91.00
93.25 65,162.00
99%4 '4,886.00
96.25 6,670.00
82.50 119,380.00
86.25 828,5A00
98.00 None.
94.90 1 '235.00
94.00 None.

8O.0O 172,160.00
88.00 102,1_8.0o
88.50 109,08 009& 77 3,04&.00

137.85 74, 293.00

87.00 148,768.00
85.00 71.182.00
84.00 451,355.00

---------- None.

90.00 551.872.00
93.25 2,879. 00
99.00 4,807.00

100.67 None.
8400 621,335.00

96.043 8.274.O
43.50 319,570.00

4
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Do .....

November.
December..

1927
January....

Do ....
February-.
April .....

Do ....

Do. ....
Do.--

July .......

Do .....

September.
Do ....
Do ....

October.._.
November.
December..

Do. ....

Do. ....

1928
January ....
March ....
May .....

-Do. ....
September.
November.
December..

Do. ....

Disconto Oesellscbaft Bank, Berlin, trust certificates for
common shares .........................................

Province of Saskatchewan, 4's, due 1956 ...............
Berlin City Electric Co., 6,%'s, due 1951 ................

Total ...............................................

Batavia Petroleum Corporation (Holland), 4%'s, due 1967.
Province of Saskatchewan. 4%'s, due 1957 ................
Republic of Bolivia, 7s. due 1-8.......................
Province of Alberta, 4%'s, due 1967 ......................
Canadian National Railways, equipment trust 4Ws, due

1928-1942 ...............................................
City of Milan (Italy). fiWs. due 1952 ....................
Province of Quebec. 4%'s. due 1957 ......................
United Steel Works Corporation (Germany) GWs, due

1951, series C ...........................................
United Steel Works Corporation 6% per cent debentures.

due 1947 ................................................
Province of Nova Scotia. 4W's. due 19.2 ...............
Montreal Metropolitan Commission, 4%'s, due serial ....
Deutsche Bank. Berlin, 6's. due 1932 .....................
United States of Brazil, 6%'s. due 1957 ...................
City of Vancouver, 438's, due 1942-1967 ..................
Shinyetsu Electric Power Co. (Japan), 634's, due 1952 ....
National Transcontinental Branch Line Railway (Can-

ada), 4Ws. due 195-5.........................
Niagara Power Commission, 4's, due 1942 k .....-_._.--.

Total ...............................................

Province of British Columbia. 4's. due 1928 .............
Gelsenkirchen Coal Mining Co. (Germany). 6's. due 1934.
St. Lawrence Paper Co. (Canada), 6 per cent preferred

and common stock.
Ruhr Chemical Co. (Germany), 6's, due 1948 ...........
Republic of Bolivia, 7's, due 1969 ........................
Ruhr Gas Corporation (Germany), 6%'s. due 1953 ........
Ruhr Housing Corporation (Germany). 6"s, due 1958 ......
Rudolph Karstadt Corporation (Germany). 6"s, due 1943.

Total ...............................................

'Loss.
Per R..600.

a Sold at cost.
I Per R. 'M. 2,500.
!0All sold in Canada.

R. M.l0.000000.00 P. M.lt0.000.00.O00R.M. 400000.00 '$147.50 $143.60 --------- $ 138.10 96,962.00
2.t.0. 00 Z 5K00. 0 2.~o.o0.W 94%4 ..... 93.00 9.119.0O
20. O.000., .-579.000.00 3.515,.00.0 98.00 96.00 9& 50 94.00 122.62&.00

18,. 34.942. 00 164.344.500.00 43.381.000.00 ---------- -

25.00. 000.00 25,000.000.00 650.000.00 96.25 95.25 95.00 94.25 52.201.00
1.468.500.00 1.468.500.0 ................ 95.00 ---------- ----------. 94.28 4.370.00

14. 000. 000. 00 14,000.000.00 1.695.000.00 98.50 96.00 93.50 90.05 ,5W. 219. 00
3.785.000.00 3.875.000.00 1,331.000.00 98.17 97.17 ---.------ 96.55 4.709.00

15.000.000.00 11,000.000.00 1,065. 000.00 98.911 98. 2 .M ......... 98.00 2,84.00
30.00D0.000.00 27.409,200.00 5.o0.000.00 92.00 90.0 89.50 8&50 78 276.00
4,000.000.00 4.000.000.00 1,670.000.00 100.00 99.75 ----------. 99.19 4,1 80.00
4. 22,5, 0.00 4,225.000.00 1, 35% 000. 00 97.50 95.50 95.00 94.00 20,442.00

30, 000. 00. 00 27. 795. 500. 00 15.590. 000.00 92.50 96. 00 95.50 94.00 268,571.00
12370.000.00 12 370,000.00 3.494,000.00 99.25 98.00 .......... 97.417 25,479.00
6,037,000.00 ........... . 2 433.000.00 97.75 97.00 .......... 96.20 8.24200

25.000.000.00 25.000.000.00 8,400,000.00 99.50 98.00 97.50 96, 5
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SALE OF FOREIGN BONDS OR SECURITIES

The CHAIRMAN. The committee will stand in recess until 2 o'clock
this afternoon.

(Whereupon, at 11.55 o'clock a. in., a recess was taken until 2
o'clock p. in.)

AFTER RECESS

The committee resumed at 2 o'clock p. in., at the expiration of the
recess.

The CHAIRMAN. The committee will come to order. I will swear
both Mr. Anderson and Mr. Granbery if they will come forward
and each will hold up his right hand. You, Mr. Anderson and Mr.
Granbery, and each of you, do solemnly swear that the testimony
you are about to give in the hearing now being hold by this com-
mittee will be the truth, the whole truth, and nothing but the truth,
so help you God.

Mr. ANDERSON. I do.
Mr. GRANBERY. I do.

TESTIMONY OF C. P. ANDERSON, JR., VICE PRESIDENT THE
CHASE, HARRIS, FORBES CORPORATION: E. C. GRANBERY,
VICE CHAIRMAN OF THE BOARD OF DIRECTORS, CHASE,
HARRIS, FORBES CORPORATION, NEW YORK CITY

(The witnesses were duly sworn by the chairman of the com-
mittee.)

The CHAIRMAN. You may proceed.
Senator JOHNSON. Mr. Chairman, shall I go right ahead?
The CHAIRMAN. Yes.
Senator JOHNSON. As I understand it, gentlemen, one of you

represents the Chase Securities Corporation and the other Harris,
Forbes & Co.

Mr. GRANBERY. Might I explain that?
Senator JOHNSON. Surely.
Mr. GRANBERY. We are both officers of Chase, Harris, Forbes

Corporation, which as now constituted is a consolidation of the
bond business formerly done by Equitable Trust Co., Chase Securi-
ties Corporation, and Harris, Forbes & Co. At the time when this
foreign business was done it was transacted by these separate firms or
corporations, the issue business of which is now merged into one.
Mr. Anderson was with the Chase Securities Corporation and he is
better qualified to answer questions regarding Chase Securities
Corporation or the Equitable Trust Co. business, and I hope I am
qualified, or at least I will do my best, to answer regarding Harris,
Forbes & Co.

The CHAIRMAN. As I understand it, Mr. Anderson is a vice presi-
cent of Chase, Harris, Forbes Corporation, and Mr. Granbery is
chairman of the board of directors of Chase, Harris, Forbes Corpora-
tion.

,Mr. GRANBERY. I am vice chairman of the board of directors of
Chase, Harris, Forbes Corporation.

The CHAIRMAN. You are vice chairman of the board of directors of
Chase, Harris, Forbes Corporation?

Mr. GRANBERY. Yes; the same company.
The CHAIRMAN. All right.
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Senator JOHNSON. Now, first, I want to compute with you some-
thing in relation to the profits in order to determine the manner in
which you have figured out these profits. I take therefore a rather
simple loan, and there were in the original group the Equitable Trust
Co. and Harris, Forbes & Co., a German issue, the Bavaria Free
State of 6% per cent serial bonds, August 1, 1925-August 1, 1926-
1945. Have you that before you?

Mr. GRANBERY. Yes, sir.
Senator JOHNSON. Now, I observe that that was an issue of

$15,000,000; is that correct?
Mr. GIRANBERY. Yes, sir.
Senator JOHNSON. The purpose of which was public improvements

and capital acquisitions. The interests in the original group were
Equitable Trust Co. and Harris, Forbes & Co., each 50 per cent; is that
correct?

Mr. GRANBERY. Yes, sir.
Senator JOHNSON. The purchase price of those bonds was 89 flat.

The offering price was 92.95 and a fraction. Have you that issue
before you?

Mr. GRANBERY. Yes, sir.
Senator JOHNSON. And the gross spread was 3.95.
Mr. GRANBERY. Yes, sir.
Senator JOHNSON. And the profit is shown as $143,000.
Mr. ANDERSON. The gross profit.
Senator JOHNSON. All right.
Mr. GRANBERY. I believe some witness here called it gross receipts.
Senator JOHNSON. All right. Now, the next one that we have here

is even plainer: Bavaria Free State of 6%2 per cent sinking fund gold
bond, August 1, 1925-August 1, 1945, $10,000,000, the purpose of
issue being extension of hydroelectric properties. The interests in the
original group were the Equitable Trust Co. and Harris, Forbes &
Co., 50 per cent each. The purchase price was 87, and the offering
was 92.75. The gross spread was .5. That is correct, is it not?

Mr. GRANBERY. Yes, sir.
Senator JOHNSON. Now, the profit stated there to have been derived

by Harris, Forbes & Co. because of its participation being 50 per cent,
that is, in $5,000,000 of the loan, was $99,000.

.Mr. GRANBERY. This is the Equitable Trust Co.
Mr. ANDERSON. That profit refers to the Equitable Trust Co., and

the profit of Harris, Forbes & Co. would be presumably the same.
Senator JOHNSON. Will you now explain to me that gross spread of

5, your participation being in $5,000,000 of the $10,000,000 loan,
and the profit for the Equitable Trust Co. is shown as $99,000.

Mr. ANDERSON. As regards the $99,000 indicated here, that is the
gross profit to the Equitable Trust Co. and not to Harris, Forbes
& Co.

Senator JOHNSON. Correct.
Mr. ANDEiRSON. That represents the overall participation in what-

ever groups there may have been in that issue in which the Equitable
Trust Co. had participation.

Senator JOHNSON. The Equitable Trust Co. had a participation of
50 per cent in that loan.

Mr. ANDERSON. Yes, but they sold of course on step-up terms to
other dealers in forming their syndicates of a banking group and their
selling group.
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Senator JOHNSON. All right. They sold on step-up terms.
Mr. ANDERSON. Yes, sir.
Senator JOHNSON. What were the step-up terms?
Mr. ANDERSON. I am afraid the actual terms of that issue I have

not got here.
Senator JOHNSON. Is there any way in which you can tell me how

you reached such figures as are shown here, with the gross spread of
the character I have indicated?

Mr. ANDERSON. The bonds in the first instance were sold possibly
to other dealers in the selling group less a commmission of 2 points,
as an example.

Senator JOHNSON. Suppose you had a commission of 2 points.
You have a 50 per cent interest, then, on a $5,000,000 interest.

Mr. ANDERSON. In the original group. But we might not have
carried that participation through all the groups. Our originating
participation would be less than 5 points; it would be the difference
between what we paid or purchased the bonds for originally and
what we turned them over to the next group at.

Senator JOHNSON. Will you take any one of these instances reported
in this statement and indicate to me the manner in which you figure
the profits?

Mr. ANDERSON. I shall be glad to do that.
Senator JOHNSON. If you will do that, I will appreciate it.
Mr. ANDERSON. It might be better for the sake of this example to

take an issue in which the Equitable Trust Co. were again the origi-
nating house, and that would be an issue of $25,000,000, State of
New South W ales bonds, which are oi that same page that you have
reference to.

Senator JOHNSON. All right.
Mr. ANDERSON. First you will note the Equitable Trust Co.'s

interest in that business was 33% per cent, not their participation in
the entire deal but in the $25,000,000 original amount, which was
$8,333,333. The purchase price was 93.277. The offering price to
the public was 96Y. There was a gross spread of 2.97. And the
gross receipts were $94,000 to the Equitable Trust Co. The 2%
gross spread and the Equitable Trust Co.'s profit in this financing is
made up in this way: The purchase group was formed consisting of
four members, of which the Equitable Trust Corporation were the
managers and havin a 331 per cent interest. That is, this original
group consisted of the Equitable Trust Co., Harris, Forbes & Co.,
First National Corporation of Boston, and Estabrook & Co. This
originating group purchased the issue from the State of New South
Wales at 933,2. The gross profit to this group was three-fourths of a
point, from which the expenses were deducted. The profit there was
$45,625.01.

Senator KING. Do you mean gross?
Mr. ANDERSON. The gross profit to the Equitable Trust Co.
Senator KING. Do you mean to the group?
Mr. ANDERSON. No; to the Equitable Trust Co. A selling group

was then formed consisting of approximately 697 dealers, who
disposed of the bonds at 96Y4 and received 2 per cent on their sales
made.

Senator KING. Who were the members of that selling organization?
Mr. ANDERSON. The selling group?
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Senator KING. Yes.
Mr. ANDERSON. Well, as I just stated, there were 697 dealers,

which is the term used in respect to the houses to whom you offer
the bonds for ultimate distribution.

Senator KING. I suppose you pursued a course which is common
in putting out these issues. You call up by phone or wire or write
a letter to some of your correspondents throughout the United
States, and say, "We allocate to you so many million dollars of bonds
for sale"?

Mr. ANDERSON. No; we would not say that. we allocate them.
There are various ways of handling syndicates. It very often de-
pends upon the amount of time between the signing of the contract
and the time you are going to offer bonds as to whether you telephone
or wire. You usually send a wire if you have time to do it, and follow
it up after having received an acceptance from those to whom you
sent the wire, with a confirmatory letter, which is called a selling
group letter, which indicates the amount of bonds allotted to that
house in response to their request for the number of bonds they wish.

Senator KINP. Were any other conduits employed except the
banks? Do they dispose of your bonds?

Mr. ANDERSON. This term "dealer" covers more than banks. It
covers bond houses all over the country who are doing a business of
buying and selling bonds,. In addition to that some organizations
who are associated in this business with the Equitable Trust Co. prob-
ably took down some of the bonds for their own account for retail
distribution themselves. By and large, these are the two particular
conduits that are used.

Senator JOHNSON. You may go ahead.
Mr. ANDERSON. The Equitable Trust Co. received a net selling

commission on their sales of $9,3 5. Of this issue $1,800,000 of bonds
were sold in Europe. May I ,hake an explanation right here, that
there are two New South Wales issues. I read the first one, and I
should be referring in this operation to the second one, where the
gross receipts were $55,000 and not $94,000. The issues were iden-
tical as regards interest and amounts. That is the last one on your
page there, Senator Johnson.

Senator JOHNSON. I have them before me.
Mr. ANDERSON. Therefore, the Equitable Trust Co's. profit in the

purchase group was $45,625.01. And the selling commission on the
bonds in the selling group, for the bonds for which they took, was
$9,375, giving them a gross profit on that transaction of $55,000,
which is the figure arrived at in the last column on the page.

Senator JOHNSON. Now let us take two that are even plainer than
that. The city of Nuremberg, $5,000,000, for improving and en-
larging city-ownmed public works. The Equitable Trust Co. has a
100 per cent interest in that loan. Its participation was in relation
to the amount of $5,000,000. Its purchase price was 90%, and its
offering price was 94, and your profit is stated as $32,000. How can
you arrive at that figure if you had a 100 per cent interest in the loan?

Mr. GRANBERY. In the original group.
Senator JOHNSON. But the original group given here is the Equi-

table Trust Co.
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Mr. ANDERSON. There the original group means the organization
which purchased those bonds, in this case from the city of Nuremberg.
The Equitable Trust Co. signed that contract themselves, taking a
100 per cent commitment on them, whereas in the issue I have just
indicated to you the original commitment was divided as among four
houses.

Senator JOHNSON. Let us take this one where the Equitable Trust
Co. had a 100 per cent interest in the original group.

Mr. ANDERSON. Their disposition of those bonds would be similar
as regards the city of Nuremberg issue as in the issue I have just read.
They would form a selling group to whom they would allow perhaps a
2-point commission on sales.

Senator JOHNSON. What is the fact? Was there a step-up price
to the group which was formed?

Mr. ANDERSON. I have not followed through that particular deal,
but it was no doubt carried through in the same manner as the New
South Wales issue. There was no purchase group formed because
the Equitable Trust Co. took the issue 100 per cent themselves on
the original terms, and then they formed in this case a selling group
and gave away a part of this spread of 3% points, the gross spread.
So that the amount left to the Equitable Trust Co. as their originating
group profit would be the difference between what they bought the
bonds at and what they gave them to the selling group at.

Senator JOHNSON. Could you tell us what they gave them to the
selling group at? I see they were bought at 90% and that the offering
price was 94, and the spread stated in the statement here is 3%, and
the profit stated is $32,000.

Mr. ANDERSON. It would be slightly over one-half per cent in the
original group on the basis of profit, but I would hesitate to give that
as an accurate figure because they would have some profit for taking
bonds themselves for disposition themselves.

Senator JOHNSON. That would make your profit larger, then.
Mr. ANDERSON. No, you would perhaps have I point, or half a

point perhaps-
Senator SHORTIIDGE (interposing). Well, how much did you pay

for the bonds?
Mr. ANDERSON. Ninety and one-half.
Senator SHORTRIDGE. How much did you get for them when

you disposed of them?
Mr. ANDERSON. They were offered to the public at 94.
Senator SHORTRIDGE. That is not an answer to my question.

What did your house get for the bonds for which it paid a certain
sum?

Mr. ANDERSON. Well, we received a price probably varying between
half a point, and 1 point below the selling group.

senator JOHNSON. If you had I point m the step-up it would have
netted you $50,000?

Mr. ANDERSON. If we had I point, yes.
Senator JOHNSON. And if you had half of one point it would have

been $25,000?
Mr. ANDERSON. Yes.
Senator JOHNSON. And then the profit that was made on the sale

on a 3% point spread, you would have participated in that, wouldn't
you?

511



SALE OF FOREIGN BONDS OR SECURITIES

Mr. ANDERSON. In the wholesaling, yes.
Senator JOHNSON. And yet your profit is stated here as $32,000.
Mr. ANDERSON. The profit which we made on selling the bonds in

the selling group is very likely the difference between half a point,
which you mentioned as $25,000, and the $32,000, which is $7,000.

Senator JOHNSON. It was a rather small enterprise for you.
Mr. ANDERSON. It was a small issue, but I think a highly satis-

factory one. May I explain again, Senator Johnson, that this was an
issue handled by the Equitable Trust Co., and while I am somewhat
familiar with the details yet I was not with the Equitable Trust Co.
when the issue was made.

Senator JOHNSON. Then would you rather I should take one of the
Chase Securities Corporation?

Mr. ANDERSON. Yes, as you like. Wherever I can I will answer
as to any Equitable Trust Co., matter as well.

Senator JOHNSON. I may be very stupid, but you will pardon me
for it, if you please. I am utterly unable to figure out the situations
as to the amounts in the fashion that you indicate. You will see that
there is another one immediately under the one I asked about, where
the Equitable Trust Co. had a 100 per cent interest.

Mr. ANDERSON. The city of Medellin?
Senator JOHNSON. Where the profit is very small.
Mr. ANDERSON. You are referring now to the city of Medellin

issue?
Senator JOHNSON. Yes.
Mr. ANDERSON. The gross profit there was $120,000.
The CHAIRMAN. Is that gross profit?
Mr. ANDERSON. That is the gross profit, Mr. Chairman, in the

same sense as has been explained to the Committee before.
Senator JOHNSON. The one I referred to was in Latin America, the

city of Medellin, 8 per cent sinking fund gold bond, October 1, 1923-
October 1, 1945, which is shown as having been retired, and the
Equitable Trust Co. had a 100.per cent interest in that whole issue
of $3,000,000. The purchase price was 90, anti the offering price was
98, there being a spread of 8. If there were no other institutions
interested in the subject matter, then that spread of S. or gross profit,
would be 8 per cent upon $3,000,000, wouldn't it?

Mr. ANDERSON-;. No, sir.
Senator JOHNSON. I say, if there were no other parties interested.
Mr. ANDERSON. Well, if the Equitable Trust Co. had bought those

$3,000,000 of bonds for their own account tit the price of 90 and had
sold them entirely themselves, using their own retail organization or
such as they had'at that time, which I believe was not large in 1923,
and if they had carried the transaction through entirely themselves,
their profit would then have been 8 points gross on the transaction.

Senator JOHNSON. Well, that is perfectly obvious, of course, and
the profit would have been $240,000, but you have here $120,000 on
that particular deal. Do you know how the difference comes in?

Mr. ANDERSON. They purchased those bonds at 90 and turned
them over to a selling syndicate at 932, leaving a gross spread of 3K
points in the purchase account. The 3,% points were their originating
commission, and-

Senator JOHNSON (interposing). Who got that 3% points?
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Mr. ANDERSON. The Equitable Trust Co.
Senator JOHNSON. Now we are getting some place where we can

understand this matter. Where there is a step-up price made by the
original group the original group gets the step-up, doesn't it?

Mr. ANDERSON. That is right.
Senator JOHNSON. That is correct, is it not?
Mr. ANDERSON. That is right.
Senator JOHNSON. So that if J. P. Morgan & Co., and I am taking

them now just as an example, start with a particular bond issue which
they have themselves purchased, then they form a syndicate of 4
and sell them to the syndicate for one point more, that one point goes
to J. P. Morgan & Co.?

Mr. ANDERSON. I should suppose that would be the way, but there
are different ways of handling these matters.

Senator JOHNSON. Oh, yes; there are different ways of doing
everything, so far as that is concerned.

Mr. ANDERSON. I do not know how J. P. Morgan & Co. would do it.
Senator JOHNSON. That is the way it would be done by any of these

houses. Then if the four thus formed at 94 step-up the price one
point to a larger syndicate, the four take the one point.

Mr. ANDERSON. That is correct.
Senator JOHNSON. And J. P. Morgan & Co., being the original

purchaser, participate in the first one point that they obtain in
transferring to the four, and then they have a fourth in the one
point transferrifig to the larger syndicate?

Mr. ANDERSON. If they are members of that syndicate.
Senator JOHNSON. I am saying, if they are members of that

syndicate.
Mr. ANDERSON. If they are members of that intermediate syndi-

cate, yes.
Senator JOHNSON. And when that shall have been accomplished,

and if a larger syndicate be formed and the bonds be sold to them at,
say, 98, then the difference between what would be the amount of the
step-up to the syndicate formed as indicated, and the 98, would go
to all of those participating, I presume proratably in that step-up?

Mr. ANDERSON. Yes.
Senator JOHNSON. So that the international banker has this plan

if he buys on issue himself; or I will put it the other way: If he buys
an issue himself then he lets in three or four companions with a
1-point or 2-point step-up.

Mr. A;DERSON. lie may let then in on the original terms, in
other words, on the ground floor.

Senator JOHNSON. Yes, he may let them in on the ground floor,
but if he charges them 1 point or 2 points more the banker gets that
1 point or 2 points. Then he has three or four men engaged in the
transaction, who have then become partners. They form another
syndicate and step it up a couple of points more, and then they all
participate in that step-up. The men who have been taken in after
the original purchase do not participate in the first step-up of, we
will say, 1 point. Then when they get this second step-up, in which
they do participate, they allocate to bankers all over the country, or
to what was described on yesterday as dealers, was it?

Mr. ANDERSON. Dealers.

II
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Senator JOHNSON. Dealers who were said to be very anxious indeed
for the sales, and none too good; they allocate to those dealers all
over the country, and those dealers sell at par the issue, or at what-
ever price may be fixed, and they then get their percentage in the
sum which they obtain over the various step-up prices that have
been made upon the bonds. Is that correct?

Mr. ANDERSON. Yes. But might I put a word in there?
Senator JOHNSON. Yes; but let me ollow that out and conclude

the proposition. And in each succeeding step up the original pur.
chaser or sponsor, or whatever you may wish to term him, partici-
pates.

Mr. ANDERSON. He may participate, but he does not necessarily
participate in all the groups.

Senator JOHNSON. Well, if he has a good thing, it is pretty certain
that he does.

Mr. ANDERSON. He would not participate in the last group unless
he himself had a selling organization.

Senator JOHNSON. Do you mean to say that when he allocates to
his correspondents he does not pat ticipate in any profit that is made?

Mr. ANDERSON. If he takes down bonds for his own account to
sell at retail, he then participates all the way through.

Senator JOHNSON. Why, of course.
Mr. ANDERSON. But if he does not sell at retail he does not neces-

sarily participate in all those commissions.
Senator JOHNSON. Oh, these larger institutions have their card

index of correspondents with whom they deal whenever they take a
large bond issue; correspondents all over the country.

Mr. ANDERSON. That is largely true, that you have a list of insti-
tutions you do business with.

Senator JOHNSON. And they allocate to those institutions so many
bonds.

M*. ANDERSON. Not necessarily that. They offer them a par-
ticipation.

Senator JOHNSON. Oh yes; and we will change the phraseology if
you wish. They offer them so much.

Mr. ANDERSON. I am speaking from our own experience.
Senator JOHNSON. They offer them so much. And if they take

it, why, of course, the original house participates in the profits that
are made. That is true, is it not?

Mr. ANDERSON. Yes.
Senator JOHNSON. Why, of course. Now, we have the system

down very clearly, I think.
Mr. ANDERSON. There is one thing I want to say: You referred to

international bankers. It is more or less the practice in all invest-
ment banking.

Senator JOHNSON. Do you object to the term "international
banking"?

Mr. ANDERSON. That would apply only to foreign loans.
Senator JOHNSON. Any term you care to use in that regard I will

not object to. What I am driving at is not any terminology con-
Cerning any particular individuals who are particularly employed to
do either kind of business. But we have that down accurately now.
Let us see if we can figure out from some of these things how you
reach these figures.
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The CHAIRMAN. Just one question right there, Senator Johnson.
Senator JOHNSON. Certainly, Mr. Chairman.
The CHAIRMAN. Supposing there is a spread between the original

purchase price of bonds of 5 per cent, that is, between the original
purchase price and the sale price of those bonds to the individual;
and in that spread there have been five different institutions handling
the sale of the bonds. Do I inderstand you to say that the original
purchaser, or the concern that makes the contract for the purchase
of the bonds with the foreign country-and in the first sale I under-
stand that he gets all or a part of the spread between the original
price and the price to the parties that take the bond; but then does
the original purchasers when the first one, make the purchase price
to another group of people, who purchase at an advance, does the
original purchaser then participate iii the spread between the first
purchase and the second purchase?

Mr. ANDERSON. If he is a member of that second group he par-
ticipates pro rata according to the number of participants in it.

'11he CHAIRMIAN. In other words, he has to be a member of it in
order to participate?

Mr. ANDERSON. Yes.
The CITAJI.MAN. And in the third group it would be the same way?
Mr. ANDERSON. Yes; but the more the groups, the smaller the

participation.
The CHAIRMAN. I know that the participation then is less but I

wanted to know the theory of it. In other words, the original
purlhlaser' may be interested in the first sale, and in the second sale,
and in the third sale, or in a fourth sale.

Mr. ANDElSON. Thatis right.
The CHAIIMAN. According to percentage of responsibility lie takes

in each of those sales.
Mr. ANIEmiISON. Yes.
Senator KING. Is it the rule that he does participate in all these

various groups?
Mr. ANDERSON. It depends upon the organization I should think.

The originating house would probably not participate in the last
group, would not take down bonds in the last group unless it had a
retail organization itself to sell bonds.

Senator KING-. Do the most of these investment banks have selling
organizations, or are there some banks that are interested only in
making the first deal, between the company or nation or municipal
government issuing the bonds and then transmitting them to some
other organization?
Mr. ANDERSON. I think I can answer that by referring specifically

to Chase Securities Corporation founded in 1917, and from 1917 to
1927 it had no retail organization whatsoever.

Senator KING. It was satisfied, then, with one commission?
Mr. ANDERSON. Just the underwriting operations.
Senator KING. All right.
Senator SHORTRIDGE. Who fixes the price at which the bonds are

sold to the public?
Mr. ANDERSON. There are various factors which go into determin-

ing that price. If you have other organizations interested with you
on the original terms you usually confer with them as to the mar et-
ability of the bonds, what price they feel the bonds can be sold at
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in the market. And the other factors are, the prices which other
bonds of a similar nature and already issued and outstanding in the
market are selling at. It is all relative to the other securities of a
similar nature which are already outstanding. You would not sell a
new issue of bonds higher than an issue already outstanding. You
could not sell them then, for people would not want to buy those
bonds but would buy other bonds already outstanding.

Senator SHORTIDGE. Speaking generally, are they sold at the same
figure throughout, the United States?

Mr. ANDERSON. Oh, yes; the retail price is fixed throughout the
country, the final price.

The CfAIRM Av. Take J. P. Morgan & Co., do they consistently
follow the course of taking an interest in all of the different stages of
sales?

Mr. AN DERS OW. I could not tell you that. I do not know what
their actual practice is.

The CHmxMAN. And you would not say as to any other bond house?
Mr. ANDEMR.N. I should rather not make a statement on that. I

do not know.
The CHAmMAN. You do not know about that?
Mr. AiwESO,. No.
Senator TnoMAs of Idaho. Just what steps are taken to list these

bonds on the stock exchange?
Mr. A.%DERso.. Foreign bonds which are listed on the stock ex-

change comply in every respect with the requirements of the stock
exchange as regards listing.

Senator THOMAS of Idaho. You take an issue, say, of $100,000,000
of foreign bonds, then you make application immediately to have
those bonds listed on the stock exchange, before you offer them to
the public?

Mr. ANDERsSON. NO; after the offering has been made.
Senator THOMAS of Idaho. You do not have them listed on the

stock exchange until after they have been passed on to the public?
Mr. ANDERSON. Yes; that is it.
Senator THoMAs of Idaho. How do you establish a market on the

exchange for them?
Mr. ANDERSO.N. They very likely would be put on the curb market

first.
Senator THoMAs of Idaho. On the curb exchange?
Mr. A.-DERSO.. Yes; they would be put there very likely first.

But that is not always true. It is a difficult question to answer as
a generality. On certain of these issues the market is definitely
made on tie curb first, for the time being, pending their being put
on the big board.

Senator THOMAS of Idaho. When they are put on what you call
the big board then they are dependent for a market upon the public.

Mr. A-NDERSO.N. Yes; and-
Senator TnOMAS of Idaho (continuing). Are they dependent upon

the public for their market, or do you furnish some support for the
market?

Mr. A.NDERSON. It is usually a free market after the expiration of
the selling group agreement, which is ustially a period of 30 days.

Senator TwOMAs of Idaho. For instance, say I am out in the coun-
try. You offer me an allotment of these bonds. I buy the bonds at
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a certain price quoted by you, and then in a few days I find that they
are quoted on the market, at a certain price, maybe about the same
price at which I have purchased them, or more or less as market condi-
tions might warrant. What I am getting at is this: What does your
house do in order to maintain that market? How long do you at-
tempt to maintain a market for the bonds?

Mr. ANDERSON. Well, while the syndicate is in force, and the syndi-
cate agreement usually provides that bonds can not be sold at a price
lower than the listing price.

Senator THOMAS of Idaho. But I am one of the public that buys
the bonds. I am not in the syndicate, and you sell me sonic of these
bonds.

Mr. ANDERSON. After the syndicate'has expired it is a free market.
It is a question of demand to buy the bonds that keeps them up.

Senator THOMAS of Idaho. Is it your policy, and let us take some of
these smaller issues that do not have wide marketability, is it your
policy to support the market for them?

Mr. ANDERSON. There is some of that done in the formation of what
is called a trading account, to keep them stable.

Senator THOMAS of Idaho. After they have been passed on to the
public.

Mr. ANDERSON. Yes; after they have been sold to the public.
Senator THOMAS of Idaho. You do try to support, the market so

that they may not sell abnormally low?
Mr. ANDERSON. For a certain period of time; yes.
Senator THOMAS of Idaho. For about how long a period of time?
Mr. ANDERSON. That would vary. If general market conditions

were good that would not be necessary at all. If there is a somewhat
unstable situation of the market right at the time, you might keep it
up for a month perhaps, just to keep the market firm for that period
of time.

Senator THOMAS of Idaho. But it is the policy in the case of secur-
ities that you circulate for all of the different principals to support
the market, so that if one of your customers wants to sell a bond he
has purchased the market will be kept up so that he may dispose of
his bond.

Mr. ANDERSON. That is the idea.
Senator SHORTRIDGE. You try to maintain a market, as I under-

stand it, until you have disposed of the bonds, until you have recov-
ered enough to'pay for what they cost you.

Mr. ANDER-O. sa There is no market until the bonds have been
disposed of.

Senator SHORTRIDGE. You dispose of them to some immediate
syndicate, do you not?

Mr. ANDERSON. Until the bonds are sold there is no chance of hav-
ing a market in them.

Senator KING. Until after they get out among the public.
Senator SHORTRIDGE. Pardon me for going over this well-trodden

path so many times, but you buy bonds, we will say, and you turn
them over to a syndicate made up of four or five houses, and then that
group turns them over to another and larger group, and that group
makes haste to dispose of them to the public, is that right?

Mr. ANDERSON. They dispose of them to the public; yes.

I
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Senator SHORTRIDGE. Your interest in those bonds ceases at what
point, or when does it cease?
. Mr. ANDERSON. Well, it does not definitely cease at any particular

point, because a house that has originated'an issue naturally feels
responsible for the issue.

Senator SHORTRIDGE. When does your moral or legal responsibility
or legal liability cease?

Mr. ANDERSON. The legal liability would cease when the purchase
price has been paid to the borrower. But we have a liability, or the
originating group has a liability until the corporation that is borrowing
the money, or the government, or whatever it is that is borrowing the
money has received that money. After it has received that money
the bonds have been taken up in one way or another; they may have
been taken up by a syndicate or sold to the public.

Senator SHORTRIDGE. You say you sometimes take over a whole
issue. 'Do you immediately pav for them or do you defer payment
until you have disposed of then?

Mr. ANDERSON. You usually set a delivery and a payment date
in your selling group agreement, possibly five days or a week after the
date of offering. On that day everybody who has purchased bonds
in the syndicate must arrange to pay the originating group and take
delivery of bonds. In other words, arrange payment in New York
or they may arrange payment in Chicago.

Senator SHORTRIDGE. 'You do not pay for the bonds outright?
Mr. ANDERSON. No.
Senator SHORTRIDGE. You do not buy the bonds and pay for them

outright and then undertake to dispose of them in the way you have
described.

Mr. ANDERSON. Your contract with a government or borrower
usually provides that within, say, two weeks after issue the govern-
ment or borrower will be placed in funds.

Senator SHORTRIDGE. And in that period of time you have sold
the bonds and received the proceeds to pay for them?

Mr. ANDERSON. Yes, sir.
Senator THOMAS Of Idaho. Are the most of these bonds sold on the

reputation of the issuing house-I mean on the reputation of the invest-
ment merchant who sells the bond, like the Chase Securities Corpora-
tion, which has a good reputation with the public-or on the strength
of the bonds themselves? In other words, say I am in the country
and one of the public; when I buy one of these bonds do I buy it on
the merits of the bonds, or do I buy it on the reputation of your
house?

Mr. ANDERSON. Well, a house with a good 'reputation would
probably not sell a bond that was not good.

Senator THOMAS of Idaho. That 'is what I thought. Well, then
the reputation of these bond merchants has been rather injured
because of the drop in these bonds, has it not?

Mr. ANDERSON. The drop has been so general in all foreign secu-
rities that I do not think their reputation has been seriously affected
simply by the drop in the price of bonds.

Senator THOMAS of Idaho. The point I am making is, that the
investing public would now be a little more careful in scrutinizing
bonds before making an investment than was the case before this
crash.
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Mr. ANDERSON. I think that is true.
Senator THOMAS of Idaho. The investing public is, generally

speaking, not in a position to carefully scrutinize foreign bonds, or
being able to tell whether a bond is good or not that is issued by a
foreign country, and they have to depend laregly upon the reputation
of the issuing house.

Mr. ANDERSON. They of course have to depend upon the informa-
tion that is printed in the prospectus or circular concerning the issue,
which gives the salient points of the issue and of the country by which
the issue is made. That prospectus is a document signed by the
borrower.

Senator THOMAS of Idaho. I am quite familiar with prospectuses
but what I am wondering about is, and I realize there is no legal
obligation upon the issuing house, but isn't there a moral obligation
on the issuing house for offering issues to the public that are now
worthless?

Mr. ANDERSON. Yes.
Senator THOMrAS of Idaho. Certainly, I think there is.
Senator KNG. Let me see if I understand your thought, Senator

Thomas. Suppose your bank in Idaho should be asked by an irrigation
company in your neighborhood to take over $10,000 of bonds that they
propose to issue in order to extend their ditch, and your bank would
assume that responsibility and you would sell those bonds to the
people out there. Would you feel that there was a legal or a moral
obligation, or either, on your bank?

Senator THOMAS of Idaho. I would feel that there would be no legal
liability, but in the handling of that kind of matter with country
customers where there is no chance for them to be properly informe
I do feel that there is a moral obligation. And the institution I have
been connected with has always made that obligation good.

Mr. GRANBERY. If I might interrupt right there, in case a bond is
in default quite naturally the original issuing house, or houses as the
case may be, use their best efforts, and both time and money, to try
to correct the default and make the bond good. And that has been
accomplished in many cases.

Senator THOMAS of Idaho. Do you lose interest in the bonds or do
you keep on following them?

Mr. URANBERY. There is a continuing interest.
Senator JOHNSON. You do not mean to say that you put your

capital into defaulted interest or principal of bonds.
Mr. GRANBERY. We put our money more or less into defaulted

situations to try to make them good.
Senator JOHNSON. As to such a defaulted issue you do what you

can to make the bonds good, but you do not actually take up the bonds
in order to make them good. I do not want you to get that idea into
the record.

Mr. GRANBERY. Oh, you could not tie your capital up in those
bonds, or you could not do any more business.

Senator JOHNSON. I thought your implication was of that sort.
Now to proceed: Take the city of Nuremberg 6 per cent bonds, where
the Equitable Trust Co. had a 100 per cent interest, and let us go
through it in detail and see why that three and a half spread you
received provided only $32,000. It is obvious that on a $5,000,000

92928--32-T 2-15
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loan a 3% per cent spread would be a $175,000 profit if there were no
intervening interests. Can you go through that and tell us about it?

Mr. ANDERSON. I have no details of that, but will be glad to furnish
them later if you would like them.

Senator JOHNSON. I should be glad to have one of them given to
us in order to explain this matter.

Mr. ANDERSON. I submitted one which is more or less the usual type
of operation.

Senator JOHNSON. Now, the city of Medellin, $3,000,000. Are there
any other bonds outstanding for the city of Medellin, or have you
sold any others than this particular issue of $3,000,000, said to have
been retired?

Mr. ANDERSON. This was the only issue originated by the Equit-
able Trust Co.

Senator JOHNSON. Well, is there any other issue?
Mr. ANDERSON. I believe there is an outstanding issue of bonds.
Senator JOHNSON. Do you know what has happened to them?
Mr. ANDERSON. I could not tell you offhand.
Senator JOHNSON. You do not recall?
Mr. ANDERSON. I do not recall.
Senator JOHNSON. Now, can you take that issue, where the

E quitable Trust Co. had a 100 per cent interest, the issue being for
$3,000,000, and where the spread was eight, and where you have
shown a profit of $120,000, could you go through that in detail?

Mr. ANDERSON. I have a part of the details on that right here.
Senator JOHNSON. All right. Give them to us.
Mr. ANDERSON. The Equitable Trust Co. purchased these bonds at

90, and turned them over to a selling syndicate at 93%, leaving a gross
spread of 3% points in the purchase account. The selling syndicate
offered the bonds to the public at 98, leaving a gross spread in the
selling syndicate of 4% points, of which 2 points represented selling
commission.

Senator JOHNSON. Who got the selling commission?
Mr. ANDERSON. The members of the selling syndicate.
Senator JOHNSON. Was it anybody associated with the Equitable

Trust Co. originally?
Mr. ANDERSON. Not in the original purchase.
Senator JOHNSON. All right. Then the Equitable Trust Co. pur-

chased them for 90, is that correct?
Mr. ANDERSON. That is right.
Senator JOHNSu:.. And the first step-up price was what?
Mr. ANDERSON. Ninety-three and a half.
Senator JOHNSO:J. How many were in the second group?
Mr. ANDERSON. I have not got that figure here. There was a

selling syndicate which presumably would mean that there were some
one hundred or so dealers.

Senator JOHNSON. That is, in the second group?
Mr. ANDERSON. There were not two groups in this case. It was a

small issue.
Senator JOHNSON. First there would be three and a half to the

Equitable Trust Co.
Mr. ANDERSON. Yes, sir.
Senator JOHNSON. And that would be $105,000.
Mr. ANDERSON. That is right.
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Senator JOHNSON. And on the first step-up the Equitable Trust Co.
made $105,000. All right. Then you have four and a half increase in
the sale. Out of that $15,000 only was made by the Equitable Trust
Co., is that correct?

Mr. ANDERSON. That is right.. That would be their pro rata
participation in the selling group.

Senator JOHNSON. All right.
Senator KING. Let me ask right there: Is your technique in the

disposition of domestic bonds substantially the same as in the dis-
position of foreign bonds?

Mr. ANDERSON. Yes, sir.
Senator KING. And you charge about the same in the step-ups in

the matter of percentages and profits?
Mr. ANDERSON. Those are probably similar, depending of course on

who are the borrowers and the types of organizations.
Senator JOHNSON. When you speak of domestic bonds, what kind

of domestic bonds do you refer to?
Mr. ANDERSON. To municipal bonds, public utility bonds, corporate

bonds.
Senator JOHNSON. You do not mean governmental or municipal

bonds, do you?
Mr. A.,6FSusox. In the case of municipal bonds the spread is very

Senator JoHNsoN. You are required under the laws of most niunic-
ipalties to obtain a particular price, are you not?

.\Mr. ANDERSON. I think they set a nminimum price in the competi-tive bids.
Senator .Jo NsoN. And most municipalities require substantially

speaking par, do they not?
Mr. ANDERSON. Yes.
Senator JOHNSON. Now, if you will, please, let me take one issue

with you, Mr. Granbery. I want to get, the profits, and the mode
of computation of them, accurately, if it be possible to do so. Take
the Pomeranian Electric 6 per cent bonds, May 1, 1928 to May 1,
1953, the principal amount being three and a half million dollars.
Harris, Forbes & Co. had 100 per cent in the original group, is that
correct?

Mr. GRANBERY. Yes, sir.
Senator JOHNSON. The purchase price was 88, is that correct?
Mr. GRANBERY. Yes, sir.
Senator JOHNSON. And the offering price 92Y?
Mr. GRANBERY. Yes, sir.
Senator JOHNSON. Your gross spread was four and a half?
Mr.*GRANBERY Yes sir.
Senator JOHNSON. The gross profit is stated as $55,000?
Mr. GRANBERY. Yes.
Senator JOhNSON. Can you go through that and show me exactly

how you arrive at the $55,000?
Mr. GRANBERY. I think I can illustrates practically all the deals.

You will notice, Senator, that these deals which we have here are
principally electric light company issues, and for much smaller,
amounts than the Government loans, so they are handled in a some-
what different way. As a matter of fact, every deal is handled a
little differently from every other deal, which makes it very difficult
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to make a general statement covering the way all deals are handled.
On this Pomeranian deal it was only three and a half million dollars.
Harris, Forbes & Co. bought the entire issue by itself. It undoubtedly
ceded to the Harris Trust & Savings Bank of Chicago one-third of the
bonds, or, roughly, $1,100,000, at cost.

Senator JOHNSON. Why do you say they undoubtedly did so?
Did they?

Mr. GRANBERY. Because we had, in Harris, Forbes & Co., an
arrangement between the two organizations by which we gave each
other business. If we bought a deal, we offered them an interest in*
it, and if they bought a deal they offered us an interest in it.

Senator JOHNsON. As a matter of fact, do you know, in respect to
this particular deal, whether that was done?

Mr. GRANBERY. I am positive it was.
Senator JOHNSON. Very well; if you will proceed.
Mr. GRANBERY. Then we also ceded to Redmond & Co. and the

International Acceptance Bank $500,000 at I per cent profit to cur-
selves, or $5,000. That would leave us with, roughly, approxi-
niately $2,000,000 bonds on hand which we owned, at a cost of 88.
Then we offered those bonds ourselves at retail, and through these
dealer organizations throughout the country, at a list price of 92M.
The dealers go out and sell them to their customers, and they advise
us-

Senator COUZENS. At what price?
Mr. GRANBERY. They sold it at 92% to their customers.
Senator COUZENS. You said you sold them to them at 92%?
Mr. GRANBERY. We offered the bonds at retail at 92Y2 and the

dealers were also offering at retail at 92%.
Senator COUZENS. At what price did you sell the dealer?
Mr. GRANBERY. We probably sold them to them at 90. That is

an assumption on my part. That is the usual way it is done. They
would say the next day "We want $5,000, $10,000, or $25,000 of
bonds."

Senator COUZENs. Do most of these bond salesmen that go out to
sell them at retail work on a commission basis or a salary basis?

Mr. GRANBERY. I would say that to my knowledge most of them
work on what might be called a drawing account and commission.

Senator COUZENS. What commission?
Mr. GRANBERY. They would get a commission of anywhere from

$1 to $4 on a $1,000 bond. It is different with every house, but
anywhere from $1 to $4 on a $1,000 bond-something under one-
half of 1 per cent; a quarter of 1 per cent or something like that.
Did I answer your question, Senator Johnson?

Senator JOHNSON. I do not know whether you had concluded or not.
Mr. GRANBERY. I wanted to distinguish. On small issues you do

not have to go through these various steps of getting various syndi-
cates formed, because our original commitment there was only
$2,000,000, or approximately two million, and it was not necessary
to get other houses in to take part of that commitment, so we bought
the bonds ourselves offered them at retail ourselves, and sold them
to other dealers at the list price less, I will a~sume, two and a half or
some such commission, but they weru selling on commission rather
than being part of a syndicate. Yxi will notice, if you look a little
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further down, that on the Prussian loan we had quite a large syndi-
cate. That was because it was bigger business.

Senator JOHNSON. Free State of Prussia, 6 per cent bonds, October
15, 1927.

Mr. GRANBERY. The first issue of that was September 15, 1926.
Senator JOHNSON. That was a $20,000,000 issue.
Mr. GRANBERY. That was a $20,000,000 issue, at 6% per cent.

Those bonds were issued for electric enterprises and harbor develop-
ment. I might say in this connection right now, Senator Smoot, that
at various times I have heard these other witnesses testify, and re-
quests have been made for circulars. If you want them, we will be
very glad to put into the record all the circulars on these different
issues.

Senator JOHNSON. I think you ought to put in two or three. I do
not care for all of them; two or three will be sufficient.

Senator GORE. Mr. Chairman, may I ask a question at this time.
I have to go to another committee meeting?

Senator JOHNsON. Go ahead, sir.
Senator GORE. Are you familiar with the British companies act,

and the conditions which it imposes on underwriting houses, and the
safeguards which it undertakes to erect?

Mr. GRANBERY. No, sir; I could not tell you that.
Senator GORE. Has your house ever sold bonds in Cuba?
Mr. GRANBERY. Cuba?
Senator GORE. Yes.
Mr. GRANBERY. No, sir.
Senator GORE. The Chase National Bank-
Mr. GRANBERY. Wait a moment, Senator. I did not answer what

you had in mind. You were out of the room vt the time I made the
statement. The Chase, Harris, Forbes Corporation, as it is consti-
tuted to-day, is a consolidation, so to speak, of the bond business
of the Equitable Trust, the bond business of Chase Securities, and
the bond business of Harris, Forbes & Co. At the time these foreign
loans were made they were three absolutely separate, distinct organ-
izations.

Senator GORE. Was it the Chase National Bank that handled a
loan in Cuba?

Mr. GRANBERY. Mr. Anderson was formerly with the Chase Secu-
rities, and he can answer your question, sir.

Mr. ANDERSON. We did, Senator Gore.
Senator GORE. What was the amount of that?
Mr. ANDERSOn. We had two issues there, the first one being a serial

issue, serial certi cates, $20,000,000, which mature a certain amount
each six months. The purpose of that issue was the construction of
the highway throughout the island.

Senator GORE. Yes.
Mr. ANDERSON. Then there was an issue of 15-year bonds in an

amount of $40,000,000, 5% per cent bonds, for the same purpose.
Senator GORE. For the same purpose?
Mr. ANDERSON. For the same purpose; yes, sir.
Senator GORE. Did Stone and Webster cooperate with you in that

sale?
Mr. ANDERSON. I think not.
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Senator GORE. What concern constructed the road, do you
remember? Was it Ullman?

Mr. ANDERSON. I believe Warren Brothers, of Boston.
Senator GORE. Did you have any connection with them, as to the

construction of the road?
Mr. ANDERSON. Not in the actual financial transaction of the

issue with the Government; no, sir.
Senator GORE. Was that concern affiliated with you at all in con.

nection either with the flotation of the bonds or the construction of
the highway?

Mr. ANDERSON. We knew that Warren Brothels were construct-
ing the highway.

Senator GORE. But you had no interest in the construction end
of it? Your concern had no interest in that?

Mr. ANDERSON. No, not al all. There were local contractors too,
I believe.

Senator GORE. That is all I wanted to ask. I wanted to clear
that up in my mind. You will have to excuse me.

The CHAIRMAN. All right, Senator.
Mr. GRANBERY. Which loan did you want to discuss?
Senator JOHNSON. Any one that you can go right through. You

started on the Prussian Free State 6 per cent bonds, September 15,
1926, $20,000,000.

Mr. GRANDERY. Senator, you have seen the way this is made up
in this table which I have given you. There are the various bank-
ing groups and distributing groups mentioned which you have heard
the other witnesses talk about. I have here one or two illustrations
illustrating the way a deal is handled by us.

Senator JOHNSON. Let me ask you concerning the one about which
we were first speaking. The interest in the original group was:
Harris, Forbes & Co., 20 per cent; Brown Brothers, 20 per cent,
Equitable Trust, 20 per cent; New York Trust, 20 per cent; and
Mendellsohn 20 per cent.

Mr. GRANBERY. Yes.
Senator JOHNSON. Mendellsohn is Berlin, is it not?
Mr. GRANBERY. Amsterdam.
Senator JOHNSON. There were five, each with 20 per cent.
Mr. GRANBERY. Each had a $4,000,000 interest.
Senator JOHNSON. Your gross profit was $92,000.
Mr. GRANBERY. Yes.
Senator JOHNSON. Did each of the others make the same profit?
Mr. GRANBERY. Approximately the same. It depends on whether

they sold any at retail or not.
Senator JOHNSON. But you would say approximately the same?
Mr. GRANBERY. The New York Trust Co. does not distribute

bonds. They probably did not make nearly as much as $92,000.
Senator JOHNSON. Why would you make more?
Mr. GRANBERY. Because we sold bonds at retail, getting the retail

selling commission.
Senator JOHNSON. Do you know how many syndicates you had

,here?
Mr. GRANBERY. We probably had no syndicate there. I am

speaking from memory now.
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Senator JOHNSON. Take the Prussian-
Mr. GRANBERY. I have a typical example here.
Senator JOHNSON. Of what?
Mr. GRANBERY. The German consolidated municipal loan.
Senator JOHNSON. All right.
Mr. GRANBERY. That is on the page ahead. You skipped a page,

I believe. It is on the page before the one you were reading.
Senator JOHNSON. All right, sir.
Mr. GRANBERY. I have an illustration here of a $17,500,000 Ger-

man consolidated municipal 6 per cent loan, issued on June 1, 1928,
in which there are now $15,850,000 outstanding.

Senator JOHNSON. Correct.
Mr. GRANBERY. Harris, Forbes & Co. bought the entire issue.

We then formed the purchase group.
Senator JOHNSON. Of whom?
Mr. GRANBERY. Composed of ourselves; Lee, Higginson & Co.;

the Guaranty Co.; E. H. Rollins & Sons; and the Equitable Trust
Co., with the percentages which are given above there.

Senator JOHNSON. That is, 46% per cent to Harris, Forbes; 23%
per cent to Lee, Higginson & Co.; 13% per cent to the Guaranty Co.;
83 per cent to Rollins; and 8% per cent to the Equitable Trust Co

Mfr. GRANBERY. Yes; and we made one-eighth per cent on the
formation of that syndicate.

Senator JOHNSON. So, first, you received one-eighth per cent?
Mr. GRANDERY. Yes, sir.
Senator JOHNSON. Then what?
MNr. CRANBERY. We bought the bonds at 91%. We formed that

syndicate at 91%, that group that we just read.
Senator JOHNSON. Yes, sir.
Mr. GRANBERY. So, there were five principals. We then formed a

banking group at 92, or three-eighths per cent above that price.
Senator JOHNSON. How many were in that?
Mr. GRANBERY. In that group there were five of the principals,

the five original principals, and 76 dealers, or a total of 81 partici-
pants. The five principals had an interest in that banking group of
$11,480,000, and the 76 dealers had an interest of $6,020,000. That
was at 92. The bonds were offered to the public at 94%. Any one
of this group that sold bonds at 94% received a 2 per cent selling
commission for making the sale. The five principals combined sold
$4,085,000 at retail. The 76 dealers sold $6,565,000. Other
dealers were offered the bonds with only a selling commission. They
did not have any liability. There were 679 of those dealers, and they
sold $6,325,000, and we made one foreign sale of $520,000, making the
total number of participants 761 selling the $17,500,000 bonds.

Senator JOHNSON. On that you made a profit of $82,000?
Mr. GRANBERY. On that Harris, Forbes & Co. made a profit of

$82,000.
Senator JOHNSON. I do not care to ask any further question of

these gentlemen.
The CHAIRMAN. I have not any other witness here this afternoon

on account of the illness of Mr. Speyer, so we will adjourn until
to-morrow morning at 10 o'clock.

Mr. GRANBERY. May I put one thing into the record?
The CHAIRMAN. Yes.
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Mr. GRANBERY. I wanted to speak about the investigation which
we made before we purchased any of these issues. That point has
been raised. The question has been asked of other witnesses about the
investigation which was made, and I wish to state that we make a
very thorough investigation of the security and the legal details of
all these issues, both foreign and domestic, before we handle and
recommend the bonds to our customers.

I can divide the investigation into six different points.
First, we make a detailed study, through our corporation buying

department, of the following:
(a) Nature and scope of the company's activity.
(b) Territory served.
(c) Property and business.
(d) Analysis of load and power sales by classes.
Practically all these are electric-light companies.
(e) Power and gas contracts.
(f) Rates.
(g) Franchises and competition.
(h) Public relations.
(i) Governmental and State regulation.
(j) Possibilities of future growth.
Second, a stud of ownership and management of the company.
Third, a detailed study of an examination and appraisal of prop-

erties by independent American engineers.
Fourth, a detailed study of examination and audit of earnings and

balance sheet position of the company, covering a period of years,
by American certified public accountants.

Fifth, a detailed study of various legal aspects of the situation
investigated by our counsel, covering:

(a) Organization and incorporation of the company.
(b) Titles to property.
(c) Franchises.
(d) Security.
(e) Mortgage or indenture with due care as to the provisions to be

included.
Sixth, the discussion of the favorable and unfavorable features

leading to conclusions as to the desirability of making the loan.
Senator JOHNSON. Were you interested in any of the Bolivian

loans?
Mr. GRANBERY. No, sir.
Senator JOHNSON. Were you interested in the Brazilian loans?
Mr. GRANBERY. No, sir.
Senator JOHNSON. You had no participation with either one?
Mr. GRANBERY. No, sir.
Mr. ANDERSON. The Equitable Trust Co. had participation in the

Bolivian 8 per cent loan in 1922. I think the Chase Securities Cor-
poration or the Equitable had a very minor interest in the distribut-
ing group on the Brazilian loans. "

Senator JOHNSON. I took it that the investigation that was asserted
just now, that was read very well by your colleague here, applies to
you as well.

Mr. ANDERSON. It applies equally to us.
Senator JOHNSON. Did you make that investigation about the

Bolivian loan?

I I
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Mr. ANDERSON. As I say, the Equitable Trust Co. had participa-
tion with others.

Senator JOHNSON. Do you know whether they made any investi-
gation?

Mr. ANDERSON. I am quite sure.
Senator JOHNSON. Do you know what the loan was used for?
Mr. ANDERSON. I could not tell you offhand.
Senator JOHNSON. Are you aware af the fact that there was

$5,000,000 used to pay Vickers for munitions of war?
Mr. ANDERSON. No.
Senator JOHNSON. Do you recall the fact that at that time there

was difficulty between Bolivia and Paraguay, or Uruguay, and a war
almost resulted, in which our State Department took an interest?

Mr. ANDERSON. That was before the time I was in the security
business.

Senator JOHNSON. You do not know anything about that?
Mr. ANDERSON. No, sir.
Senator JOHNSON. Do you know anything about the Brazilian

loans, as to the activities of the then President of Brazil, in respect to
them?

Mr. ANDERSON. No. We had nothing to do with the origination
of any of the Brazilian Government loans.

Senator JOHNSON. And no participation in them?
Mr. ANDERSON. Very minor participation in the distributing group,

I believe.
Senator JOHNSON. Did you make your investigation, as a member

of the distributing group, as to those Brazilian loans?
Mr. ANDERSON. As a member of the distributing group, or as a

member of the selling group, you base your taking or not taking on the
prospectus.

Senator JOHNSON. You base it on the--
Mr. ANDERSON. You rely on the originating house.
Senator JOHNSON. Upon the original purchaser or the original agent?
Mr. ANDERSON. Yes.
Senator JOHNSON. That is all.
Mr. GRANBERY. May I also say, Senator Smoot, that all the

German bonds-in fact, all the foreign bonds originated by Harris,
Forbes & Co., are promptly paying their interest and sinking fund.

Senator JOHNSON. How much was the Bolivian loan you partici-
pated in?

Mr. ANDERSON. I think the authorized amount was $29,000,000.
Senator JOHNSON. $29,000,00..
The CHAIRMAN. We will adjourn until 10 o'clock to-morrow morn-

ing.
(Whereupon, at 3.20 o'clock p. m., the committee adjourned until

to-morrow, Wednesday, January 6, 1932, at 10 o'clock a. m.).
THE CHEMICAL FOUNDATION (INC.),

New York City, December 81, 1981.HoD RE.ED SuooT,
Chairman, Senate Finance Committee, Washington, D. C.

My DEAR SENATOR SMOOT: As President of the Chemical Foundation, insti-tuted by the United States Government to encourage chemical industry and
research for the protection of the people of the United States in their national
defense, in their public health, and in the Improvement of their standard of living,
it becomes my duty in reference to the subject matter now before your committee
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to call your attention to certain foreign loans which have been made by our bank.
ers in direct hostility to those interests.

In the first place, the American chemical industry has been under the particular
protection of this committee since the days in 1014 when the war forced upon us
all the realization that we were indeed "dependent America "-dependent for our
dyes, for our drugs, for our fertilizers, for our explosives, etc., etc. It is needless
to refer back to Bernstorf's telegram to his home office, directing the shutting off
of dyes and thus throwing 4,000,000 men in America out of work; to refvr back
to Hossenfelder's report that the cries of the hospitals here were growing ever
louder and louder and urging upon Germany to continue her policy of shutting
off drugs such as salvarsan, for our 10,000,000 syphilitics, lumninal for our epilep-
tics, etc., etc. Those days are past-one after another these powers of blackmail
by foreign nations have been removed by the persistent development of our
chemical industries until to-day we can safely say that our chemists have success-
fully conquered fertilizers (nitrates from the air, potash, etc., drugs (100 per cent
independent), dyes (94 per cent independent), iodine, artificial silk, plastics, and
now, at last, rubber, leaving only coffee and tin in the hands of any foreign nation
for the exertion of pressure upon the freedom of this Congress and this people.

When we state that this great national independence has been achieved by the
American chemical industry, we mean with the full cooperation of this committee
and of Congress, of all the administrations from President Wilson on, of all the
colleges and schools in the country, and of all the people in general with the
single exception of these international bankers who have never cooperated with
American chemistry, but who, on the contrary, have been persistently borrowing
the savings of the American people and, for the bribe of huge commissions, have
been loaning these savings to the international chemical cartel, or its constituent
companies or allies, the cartel whose success is necessarily based upon the destruc-
tion of our industry and our independence.

Irrespective of the present investigation, I earnestly request your committee
to make a careful investigation of tals groat cartel, with its branches even in our
own country, which is being built up and nourished by American money, handed
to them by* so-called American bankers.

As your committee has so well understood in reference to these foreign loans in
general, the evil has been-

First. The loss forever of a great part of the $15,000,000,000 loaned abroad;
Second. The loss, during this period of great strain, of the basis of credit which

this $15,000,000,000 would have constituted, tad it been kept at home. Econo-
mists estimate this as at least the loss of seventy-five billions of credit, or five
times the base, for which this country is now suffering;

Third. The loaning of the $15,000,000,000 to foreign competitors of our own
manufacturers;

Fourth. Providing the foreign competitor with credit equal to five times the
loans, based on the loans.

All these evils can be seen in their intensified form in the international bankers'
loans to foreign competing chemical industries. Our chemical industry is faced,
not only in our own country, but throughout the world, with competitors whose
pockets are filled with American savers' money, and with the ability to extend
long-time credit based thereon, competitors who either never intend to repay
their loans, or who intend to buy them up in a depreciated market at 10 or 20
cents on the dollar.

The only defense these bankers have been able to suggest for themselves is
that they were encouraging foreign trade. Your Commerce Department will
expose thiis fallacy in detail to you, but the whole fallacy appears in the fact that
Germany's export trade to-day, with her natural resources and only sixty millions
of peoples, has been built up under these foreign loans until it equals our own
export trade, with our natural resources and our one hundred and twenty millions
of peoples-she, the borrower, and we, the lender! The truth is, the world bor-
rows in our market and buys in the cheapest market, or in the case of a monopoly,
in the only market.

The following is a list of a few of the loans which I have been able to learn
about with my meager facilities. I ask your committee to exert its full powers
of subpoena and cross-examination to expose this menace to our people. If not
exposed and checked, it threatens our national defense, our public health, and our
standard of living. In addition to these loans, full examination should be made
into short-term loans, direct loans upon their own securities, and every other form
of subterfuge under which our own money is being used to cut our own throats:



SALE OF FOREIGN BONDS OR SECURITIES 529
NITRATE COMPANIES COMPETING WITH AMERICAN MANUFACTURERS, WHICH

HAVE BEEN FINANCED BY AMERICAN MONEY

ANGLO-CHILEAN CONSOLIDATED NITRATE CORPORATION

$16,500,000. Twenty-year 7 per cent sinking fund debenture bonds, issue
price, 100; present market price, 7. Issued November 1, 1925. Due November
1, 1945. Issued by Lehman Brothers, Blair & Co. (Inc.), and Goldman, Sachs
& Co.

THE LAUTARO NITRATE CO. (LTD.)

$32,000,000. First mortgage 6 per cent convertible gold bonds, due 1954.
Issue price, 99; present market price, 9. Issued July 1, 1929, due July 1, 1954,
Issued by the National City Co., Bankers Co. of New York, Brown Bros. & Co.,
Lehman'Bros., and Continental Illinois Co.

NORWEGIAN HYDRO-ELECTRIC NITROGEN CORPORATIONS

$20,000,000. Refunding and improvement gold bonds, series A 5% per cent.
Issue price, 95; present market price, 52%. Issued November 1, 1927, due
November 1, 1957. Issued by The National City Co.

RUHR CHEMICAL CORPORATION (GERMANY)

$4,000,000. Sinking fund mortgage, 6 per cent, series A, due April 1, 1948.
Issue price, 92%; present market price, 20 to 25. Issued April 1, 1928, due April
1, 1948. Issued by Dillon, Read & Co., International Acceptance Bank (Inc.),
and J. Henry Schroeder Banking Corporation.

Issued April 1, 1928, due April 1, 1948. Issued by Dillon, Read & Co. In-
ternational Acceptance Bank (Inc.), and J. Henry Schroeder Banking Corpo-
ration.

Also a private loan of $34,000,000 issued by the National City Co. to the re-
cently organized Chilean Nitrate Co., known as "Cosach," which is capitalized
at $375,000,000. $20,000,000 of this sum, according to newspaper statements
attached, were sold in this country.

The Ruhr Chemical Corporation is engaged in the manufacture of ammonia,
nitric acid, and fertilizer. The use of American capital to develop this company
is of interest at the present time in view of an agreement recently entered into
between France and Germany for the purchase of fertilizer of German malufac-
ture. The Ruhr Chemical Corporation is a member of the German nitrogen
cartel.

Before the Great War we were entirely dependent upon Chile for the nitrogen
that went into our high explosives and a large part of the nitrogen which was
used for fertilizers. To-day, thanks to the efforts of our chemists, we are inde-
pendent of Chile, or any other country, for the nitrogen so necessary in either
peace or war.

The effectiveness of our own production upon our imports of Chilean nitrate
Is disclosed by the fact that in 1928 we imported 1,032,918 long tons of Chilean
nitrate of soda; in 1930 the importation had dropped to 567,894 long tons, with
the outlook for the year 1931 of an even greater diminution. The production
of synthetic nitrate of soda in this countrv has also had a tremendous effect on
the price of this fertilizer to the farmer. In December, 1928, the price per
100 pounds of sodium nitrate in this country was $2.07% per 100 pounds; now
the price is $1.67 per 100 pounds.

The fixation of atmospheric nitrogen in the United States grew slowly from
the close of the war until 1926, when private enterprise fixed about 13,000 tons
of nitrogen. Then production began to expand. By 1928 it had risen to 26,000
tons of nitrogen, in 1929 to 84,000 tons, and in 1930 to 140,000 tons.

The figures given above are production figures. The growth of capacity is even
more striking. In 1926 capacity had risen to 30,000 toni, in 1929 to 135,000 tons
and in 1930 to 175,000 tons. New plants and new units of existing plants, have

I since 1097 the company has been manufacturing nitrates end fertilizers by the electric "-' vro-ess and
has recently arranged with the I. 0. Farbenlnduitrie for the adoption of the IHaber-Boswi ammonia pro.
cess, now in successful use in aermany, which will permit the company to increase its capacity to an equiva.
lent of &35,000 tons of nitrate of lime a year, or over two and one.half times its present production capacity.

II
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given us a capacity in the year 1931 of approximately 300,000 tons of pure nitr-
gen. This is the equivalent of more than 1,800,000 tons of nitrate of soda.

If the United States should become involved in a war of major proportions, it
would require for military explosives a maximum of less than 140,000 tons of
nitrogen annually. The situation in event of war, therefore, is briefly as follows:

Tons
Needed for agriculture ------------------------------------------- 350,000
Needed for military purposes ------------------------------------- 150, 000
Needed for industry --------------------------------------------- 100, 000

Total ---------------------------------------------------- 000, 000
To meet these needs we shall have the following capacities by the close of this

year: Tons

By-product ---------------------------.----------------------- 200, 000
Synthetic ------------------------------------------------------ 300, 000
Organic ... .. . .. ..----------------------------------------------- 50,000

Total --------------------------------------------------- 550,000
In other words, there will be a shortage of only 50,000 tons which can readily

be covered by increasing the capacity of our synthetic and by-product plants.
As these are readily susceptible of a 10 to 20 per cent increase, our practical inde-
pendence for peace and war needs combined is assured.

The United States also has been dependent upon Chile for its supply of iodine,
an indispensable antiseptic. American chemists have found a way of producing
iodine in this country, and in case of an emergency could produce the amount
sufficient to meet the needs of our country.

AMERICAN I. 0. CHEMICAL CORPORATION

$30,000,000. 5% per cent convertible debentures guaranteed by German
I. G. Issue price, 95; present market price, 59. Issued May 1, 1929, due May
1 1949 Issued by the National City Co., International Manhattan Co., Lee,
iigginson & Co., Htarris, Forbes & Co., Brown Bros. & Co., Bankers Co. of New
York, the equitable Trust Co. of New York, Continental Illinois Co.

The bonds of the American I. G. are convertible into common "A" stock.
Perhaps for the first time in the history of financial issues in America, the com-
pany is given the right to redeem these conmon "A" shares, in all or in part, in
cash, at a price to be fixed by its market value, irrespective of its actual value.
In other words, the German I. G. has it within its power to always take back the
100 per ct ownership of the common stock of this corporation upon terms which
can be manipulated by itself.

The international dye cartel until recently was composed of Germany, France,
and Switzerland, but now includes England. Your committee will note that
England and France, our largest foreign debtors, have joined hands with Germany
in an agreement to divide the markets of the world for the sale of dyestuffs in
direct competition with our American manufacturers.

Reports of this international cartel say that the agreement for a world dye
cartel is designed primarily for an exchange of information and discoveries, as
well as the control of competition approximately within the lines of the present
division of world markets among the major companies. German chemical
trade circles believe that the reaching of this agreement is especially noteworthy
because the British interests adhered to it before the present government has
reached a decision on the future trade policy of Great Britain. The new world
agreement in synthetic dyestuffs does not include the American market. The
reason for this is obvious.

The inclusion of Great Britain in the international dye cartel is due to the
efforts of Dr. Carl Bosch, chairman of the executive committee of the I. G.
Farbenindustrie, a great German chemical monopoly. Doctor Bosch is also
chairman of the board of directors of the American I. G. Chemical Corporation
which he caused to be formed in this country in 1929. This latter company is
owned and controlled by the German company. Soon after its organization, a
syndicate hqded by the National City Co. floated the loan of $30,000,000 of 5%
per cent con-., rtible debentures guaranteed by the German I. G.
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The full board of directors of the American I. G. is as follows:
Prof. Dr. Carl Bosch, chairman of the executive committee, I. G. Farben-

industrie; Mr. Walter Teagle, resident Standard Oil Co. of New Jersey; Mr.
Charles E. Mitchell, chairman thle National City Bank of New York: Mr. Edsel
B. Ford, president Ford Motor Co.; Mr. Paul M. Warburg, chairman Inter-
national Acceptance Bank (Inc.); Mr. Adolf Kuttroffi Mr. H. A. Metz, presi-
dent General Aniline Works (Inc.); Mr. W. E. Weiss, vice president, Drug
(Inc.); Dr. Herman Schmitz, member executive committee, I. G. Farbenindus-
trie; Dr. Wilfrid Greif, member, executive committee, I. G. Farbenindustrie.

According to the book American Loan,; to Germany by Robert R. Kuczynski,
in conjunction with the Institute of Economics, of Washington, D. Cr., the
following private short term loans were made to German industries in direct
competition with American industries:

1oil, Paint and Drug Reporter, December 29, 1930)

(Journal of Commerce, January 18, 19311

(New York Times, March 19, 19311

Creditor Managing Nominal Ma Interest
Date Borrower CIte Ma~igN l Mturity IScountry banks capital i rate

September, Elbenfeld De Works, chem. America. Dillon, ,500,000 April, 1925........
1924. ica] factory, Griesbeim, Read &

Co.
December, Dye Industry 1. ............ do .................. 4,600,000 .........................
1926.

September, Potash Syndicate ............. "do.....I ChaseNa- ,000,000 .........................
1924. tional

Bank,
January, Wintershali (potash) ......... do.... do...... 10,000,000 ............... 7%1925.

April, 1025. Potash Industry (Inc.) Cassel....do.......do_..... 2,000,000 Jan.23,19268. 9

SSix months.
5 Nine months.

Very truly yours, FRANCIS P. GARVAN.

(Ol, Paint and Drug Reporter, D¢c¢ember 29, 1930)

CHILEAN NITRATE LOAN COMBATTED BY OARVAN-CIIEMICAL FOUNDATION
PRESIDENT CALLS ON BANKS NOT TO JEOPARDIZE UNITED STATES

Financial institutions In the United States are being urged by Francis P.
Garvan, president of the Chemical Foundation, this city, to refuse to participate
in the proposed financing of the Chilean nitrate of soda combine. Mr. Garvan
declares that the unification and development scheme of the Chilean nitrate
producers, by reason of the understandings existing between them and the
German producers of synthetic nitrogen fertilizers, is nothing other than a step
toward the strengthening of foreign competition against the nitrogen industry
of the United States.

In a telegram sent December 22 to 5,000 banks in all parts of the United States,
Mr. Garvan said:

"Information reached United States banks of country about to be asked to
loan one hundred millions of money of their wards and depositors to Chilean
Government and Chilean-German nitrate cartel. Request you not to foster this
attempt to send our funds to aid German and Chilean interests in destroying
our nitrate itidustry which is backbone our national defense and agricultural
progress. It !,; question of banking morality and patriotism. Will send you
complete analysis of situation immediately offering is announced."

With a view of interesting Congress and administration officials in the national
welfare aspect-as he sees it-of the proposed Chilean financing, Mr. Garvan
sent, December 23, to the Members of Congress and to a number of high Govern-
ment officials the following telegram:

"In this hour of national distress certain financiers are contemplating the loan
of $100,000,000 of the savings of the American people to the German-Chilean
nitrate cartel. Any examination of this loan, no matter what its disguise, will
quickly show it to be in the interest of the world-wide German-Anglo-Chilean
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nitrogen combination and will also show that the success of that combination
will be measured by the extent of its destruction of our own chemical industries
which are now able to produce the present consumption and by the summer of
next year will be equal to the normal consumption of this country. This means
that our agricultural independence and our national defense is threatened by this
combine, and to draw on our own people's savings to our national hurt, I main.
tain, calls for your resistance in every possible way at your command. All
essential facts are within the knowledge of the proper departments of the govern.
ment, and you can seek governmental advice if my assertions are a question."

(Journal of Commerce, January 15, 1931]

CHILE NITRATE AGREEMENT ON NEW BASIS Now SEEN-FINANCE MINISTER
Ruiz EXPRESSES CONFIDENCE IN OUTCOME OF CONFERENCES HERE-DEL-
GATES REARRANGING CAPITAL STRUCTURE-ANNOUNCEMENT OF COMPLETE
PLANS Is EXPECTED IN THE NEAR FUTURE

Santiago, Chile, January 14.-Carlos Castro Ruiz, newly appointed finance
minister of Chile said in his first public speech to-day that negotiations for the
financing of the Vosach, or National Nitrate Co. of Chile, were nearing completion
in New York and that an announcement of the revised plan could be expected
in the near future. He said he was extremely confident of the success of the
negotiations, which only needed approval by all parties of certain minor changes
in the capital structure of the company.

The Cosach is the combine of 28 nitrate producing companies, which with the
Government as partners, is expected to return the Chilean industry to a stable
and paying basis and to strengthen its competitive position in the world markets.

FINANCIAL BASIS CHANGED

Changes are being effected in the financial arrangements underlying the
development of the Cosach, it was learned in informed quarters yesterday.
One of the matters receiving attention at the current conferences between
delegates of the Chilean Government and representatives of the companies and
the banking groups here is believed to be the reallocation of the stock of the
National company, to be distributed among the 28 nitrate producing units in the
Cosach, it was said.

The plan for the dancingg of the combine, as announced in July by Pablo
Ramirez, representative of the Chilean Government, placed the authorized
capital stock of the company at the equivalent of $375,000,000. This was to

be divided into two classes of equal size, one of which was to be assigned to the
Government and the other to be used in acquisition by the National company of
the individual producing corporations. Each class was to be of 15,000,000
shares of stock of the par value of 100 pesos. The Class B stock that to be used
by the company might be divided into 5,000,000 shares of 7 per cent preference
stock and 10,000,000 ordinary shares, the plan showed.

(New York Times, March 19, 19311

LOAN OF $34,000,000 FOR NITRATE DEAI-NATIONAL CO. OF CHILE VIRTUALLY
COMPLETES PLAN FOR SALL' OF BONDS-PART WILL GO EUROPE-LUMP SUM
PAYMENTS TO THE GOVERNMENT ARRANGED IN LIEU OF EXPORT TAX

The National Nitrate Co. of Chile has practically completed arrangements for
the sale of $34,000,000, 7 per cent bonds to an international banking syndicate, it
was learned yesterday. It is understood that $50,000,000 of these bonds will be
authorized, but that not all of them will be sold publicly. The proceeds of
$26,000,000 of the issue are to go to the Chilean Government as the installment
due it for 1931 in return for the cancelation of the export tax. The remainder
will probably be used for working capital and additional construction.

It is believed that a substantial amount of the Issue wil find a market in Europe.
While present plans call for the sale of one-half the bonds here and the other half in
England it Is understood that if the participation of French and other continental
bankers Is obtained the proportion allotted to the American market will be reduced
to about $10,000,000.

- T
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Under the terms of the agreement with the Chilean Government through
which the National Nitrate Co. of Chile was formed, the Government will receive
$22,500,000 this year, $20,000,000 in 1932 and $17,500,000 in 1933 in lieu of the
export tax formerly levied on nitrate and iodine. These sums represent an approx-
imation of the revenues the Government would have received from the export tax.

The bond issue will have a sinking-fund obligation, it is said. To take care of
this and other charges in connection with the issuance of the bonds, it is under-
stood that the company will segregate a certain sum on each ton of nitrate
exported.

NORWEGIAN HYDROELECTRIC NITROGEN CORPORATION

Norsk Hydro-Elektrisk Kvaelstofaktieselskab, organized and existing under
the laws of the Kingdom of Norway, December 2, 1905, holding and operating
company. The National City Co. interim certificates for refunding and improve-
ment gold bonds, series A, 5% per cent due November 1, 1957 and definitive
coupon bonds, when issued in exchange therefor.

Original listing: Outstanding interim certificates and, in exchange therefor,
definitive bonds: Total authorized issue, $60,000,000; total amount outstanding,
interim certificates, $20,000,000. Listing applied for: Interim certificates and,
in exchange therefor, definitive bonds, $20,000,000; authorized by the board of
directors and board of representatives.

Capital securities

Number of shares
Par value - . . . . .. . . . .. . .. . . . .Authorized Authorized Previously Outstand.

by bylaws! for Issue listed Ing

Stocks (classes):
Common ........................... ' 10, 2 , )0 401,958 401,058 None. 401,958
Preferred ........................... 1 180,1250t 25,002 25,002 None. 25,002

Interest Amount !Authorized Previously Outstand.
rate authorized: for issue listed Ing

Bonds: Pr cent 0
First mortgage of 1921, due Mar. 1, 1951. 7 150,000000150000,000 None. 148,000,0
Refunding and improvement series A, I I

due Nov. 1,1957 .................... 04 $60, 000, 000 $20 000,000 None. $20,000, 000

I Kroner. I French francs.

Application to list: The National City Co. interim certificates for refunding
and improvement gold bonds, series A. 5% per cent (signed by, The National
City Co., as recited on page 11), and appliction to list: definitive bonds, when
issued in exchange therefor (sigr.ed by the Norwegian Hydro-Electric Norogen
Corporation.

NEw YORK CITY, April 1, 1928.
The Norwegian Hydro-Electric Nitroge.s Corporation (Norsk Hydro-Elek-

trisk Kvaelstofaktieselskab), hereinafter referred to as the "company," hereby
makes application for the listing on the New York Stock Exchange of $20,000,000,
aggregate principal amount, refundi'ig and improvement gold bonds, series A
5% per cent, due November 1, 1957 (hereinafter called the "bonds"), included
in Nos. M-1 to M-20,000, of the denomination of $1,000 each, and D-1 to
D-2,200, of tile denomination of $500 each, upon official notice of issuance in
exchange for outstanding interim certificates of The National City Co.

AUTHORITY FOR ISSUE

The bonds are to be issued under a trust indenture, dated as of November 1,
1927, executed by the company with The National City Bank of New York,
as trustee. The execution of the said trust indenture and the issuance of the
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bonds thereunder were authorized by resolutions of the board of directors and
the board of representatives of the company, adopted on November 16 and
November 18, 1927, respectively.

PURPOSE OF ISSUE

The proceeds of the present issue of bonds will be used towards the construct.
tion and acquisition of additional facilities in connection with the adoption of
new manufacturing processes and the increase ill production capacity of the
company's principal product, nitrate of lime.

SECURITY

The bonds will be secured by the pledge of (a) 16,889,000 Norwegian kroner,
aggregate principal amount, of 7 per cent first mortgage bonds of the company,
and (e) mortgages, payable in Norwegian kroner, on all the operating properties
of the company and of its principal wholly owned subsidiary company, Aktiesel.
skabet Rj'ikanfos (hereinafter sometimes referred to as "Rjukanfos'), subject
only to the 7 per cent first mortgage bonds and certain charges ul relative unim-
portance. Upon the payment of the 7 per cent first mortgage bonds the pledged
mortgages will become first liens on the properties of the company.

DESCRIPTION OF THE BONDS

The bonds will be dated November 1, 1927, will mature November 1, 1957,
and will bear interest at the rate of 5 j per cent per annum, payable semiannually
on May I and November 1, in each year. Principal, interest and premium (if
any) on the bonds Will be payable at the head office of The National City Bank
of New York, in the borough of Manhattan, city and State of New York, in gold
coin of the United States of America, of or equal to the standard of weight and
fineness existing on November 1, 1927, or, at the option of the holders, both
principal, interest and premium (if any) may also be collected either at the city
office of The National City Bank of New York, in London, England, in pounds
sterling, or at the Stockholms Enskilda Bank, in Stoekholdm, Sweden, in Swedish
kronor, in each case at the then current buying rate of the respective banks
for sight exchange on New York. Such payment shall be made in time of war
as well as in time of peace, whether the respective owners or holders are citizens
of friendly or hostile states, without requiring any declaration as to the citizen-
ship or residence of such holders or as to the length of time they may have been
in possesion of the bonds, and without deduction from either principal or interest
for or on account of any taxes, assessments or other charges or duties now or
hereafter levied or to be levied by the Kingdom of Norway or by or within any
political subdivision or taxing authority thereof.

The bonds will be executed in the corporate name of the company, by
its representative thereto duly authorized, and will be imprinted with a facsimileof its corpoate seal. The interest coupons attached to the bonds will be executed

with thefacs'mi/e signatures of and , two of the company's directors.
The bonds will be authenticated by The National City Bank of New York, as
trustee.

Definitive bonds of the denomination of $500 will be exchangeable for like
aggregate principal amounts of definitive bonds of the denomination of $1,000,
upon payment of a sum sufficient to reimburse the company for any stamp tax
or other governmental charge, and a further sum, not exceeding two dollars, for
each bond issued upon such exchange. The bonds may be registered as to princi-
pal only at the head office of the trustee, in the borough of Manhattan, city and
State of New York.

ISSUE OF ADDITIONAL BONDS

The total amount of bonds outstanding under the trust indenture may not
exceed $60,000,000, and the company may issue bonds in addition to the present
issue for one or more of the following purposes:

(a) Up to $7,500,000, aggregate principal amount, may be issued for the pur-
pose of acquiring by the company or for the purpose of paying, retiring, refunding
or discharging prior to or after maturity, any of its 7 per cent first mortgage bonds
outstanding November 1, 1927.

(b) For the purchase, construction, installation or acquisition by the company
of additional operating property in any amount not exceeding 60 per cent of the
then actual and reasonable expenditures made by the company after November 1,
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1927, in excess of $20,000,000; provided, that such additional property shall have
been subjected to the lien of the mortgages securin* the bonds issued under
the trust indenture, and provided, that the net earnings of the company and
Rjukanfos, before depreciation, for a period of one year ending not more than
160 days prior to the issue of such bonds shall have been at least equal to twice
the maximum interest charges on all funded indebtedness of the company then
outstanding, together with annual interest charges on the bonds to be issued.

(c) To refund equal aggregate principal amounts of any bonds theretofore
issued under the trust indenture.

REDEMPTION

The bonds will be subject to redemption, in whole or In part, at the option of the
company, on any semiannual interest date prior to maturity, at a redemption
price equal to 102Y2 per cent of the principal amount thereof, if redeemed on or
before November 1, 1931, and at a redemption price equal to 100 per cent of the
principal amount thereof, if redeemed after November 1, 1931. The bonds will
also be subject to redemption through the operation of the sinking fund (herein-
after described) on May 1, 1931, and on any semiannual interest date thereafter
prior to maturity, at the principal amount thereof. If less than all the outstand-
ing bonds is to be redeemed the serial numbers of the bonds to be redeemed shall
be selected by lot by the trustee. Notice of redemption shall be given by publica-
tion in each of two daily newspapers, printed in the English language, published
and of general circulation in the borough of Manhattan, city and State of New
York, and in one newspaper, printed in the Swedish language, published and of
general circulation in the city of Stockholm, Sweden, once a week for four succes-
sive weeks, the first publication to be not less than 30 days prior to such redemp-
tion date. The notice shall state the intended redemption of the bonds, the re-
demption date, and, if less than all the bonds Is then to be redeemed, the serial
numbers of the bonds so to be redeemed, the redemption price thereof, and shall
give notice, also, that interest on such bonds shall cease from and after the desig-
nated redemption date.

SINKING FUND

As and for a sinking fund for the retirement of the bonds, the company will
pay to the trustee, so long as any of the bonds remain outstanding and unpaid,
on March 21, 1931, and semiannually thereafter on September 21 and March 21
in each year, to and including March 21, 1957, in each case, the sum of $370,000,
and on September 21, 1957, the sum of $390,000.

In case at any time the company shall issue bonds in excess of $20,000,000,
aggregate principal amount, the company will pay to the trustee on each sinking
fund date thereafter, in approximately equal semiannual installments, additional
sums sufficient to retire the entire issue of such additional bonds by maturity.

At the option of the company, any such payment may be made either in cash
or in bonds or partly in cash and partly in bonds, which bonds shall be accepted
by the trustee at the principal amount thereof.

If, 40 days prior to any interest date there shall be on deposit with the trustee,
for account of the sinking fund, a sum in cash sufficient to redeem $10,000, aggre-
gate principal amount, of l5onds or more, the trustee shall select by lot, in any
manner deemed by it to be fair, for redemption on such interest date, a number of
bonds sufficient to absorb the said cash, as nearly as may be, and shall thereupon
cause notice of redemption of the bonds so selected to be given by publication in
substantially the manner hereinbefore provided.

All bonds redeemed or delivered to the trustee pursuant to any of the foregoing
provisions shall forthwith be cancelled by the trustee and delivered to or upon the
written order of the company, and no new bonds shall at any time be issued in lieu
thereof.

COVENANTS

In the trust indenture the company covenants with the trustee and with the
respective holders of the bonds, among other things, substantially as follows:

Payment.-That the company will duly and punctually pay both the principal
and interest from time to time on all the bonds at any time issued and outstanding
thereunder, according to the terms thereof; that, so long as any of the bonds
remain outstanding and unpaid, the company will not, directly or indirectly,
extend or assent to the extension of the time for the payment of any interest
coupon or claim for interest of or upon any bond.

92928-32-PT 2- 16
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Ownership of properties.-That the company and its principal wholly owned
subsidiary company, Rjukanfos, are, respectively, possessed of all the properties
mortgaged and pledged by the mortgages referred to in the granting clause of
the trust indenture, and have good right to mortgage and pledge the same for
the purposes therein expressed; that, so long as any of the bonds remain out-
standing and unpaid, the said mortgages will at all times be maintained as a
lien on the operating property of the company and of Rjukanfos, subject only
to the lien of the mortgages in the aggregate principal amount of 50,000,000 kroner
given by the company and the said subsidiary company to secure the payment
of the 7 per cent first mortgage bonds of the company and to the existing per.
petual rights therein referred to, and subject io the terms and conditions stipu-
lated in concessions granted.

Preservation and repair of propertie.-That, so long as any of the bonds remain
outstanding and unpaid, the company will at all times maintain, preserve, and
keep all the buildings, machinery, and equipment of the company and of Rjukanfos
in thorough repair, working order, and condition; and that *the company will
keep all the said buildings, machinery, and equipment insured in good and
responsible insurance companies, or by means of adequate insurance reserves set
aside and maintained out of gross earnings, against loss or damage to the same
extent as has been usual in its business.

Dividnds.-That, so long as any of the bonds remain outstanding and unpaid,
the company will not declare or pay any dividend, other than a stock dividend,
except out of earnings subsequent to June 30, 1927, after deducting all operating,
manufacturing, and selling expenses, rentals, royalties, insurance, reasonable and
adequate expenditures or charges for maintenance, replacements, renewals, de-
preciation, and all taxes and interest; provided, that, for the fiscal years ending
June 30, 1928, 1929, and 1930, respectively, no deduction for depreciation need
be made.

Control of s8bsidiaries.-That, so long as any of the bonds remain outstanding
and unpaid, the company will at all times retain ownership and control of at
least 95 per cent of the issued and outstanding capital stock of Rjukanfos.

Preservation of pledged security.-That, so long as any of the bonds remain
outstanding and unpaid, until such time ts all of the 7 per cent first mortgage
bonds of the company shall have been redeemed and paid, and the mortgages
given by the company and its said subsidiary to secure the payment of the same
shall have been canceled and discharged of record, the company will maintain
the aggregate principal amount of its said 7 per cent first mortgage bond ,
pledged with tie trustee hereunder, at an amount at least equal to 35 per cent
of the aggregate principal amount of such first mortgage bonds from time to
time outstanding and unpaid; and that so long as any of the bonds remain out-
standing and unpaid, the company wili keep and maintain the mortgages given
by the company and Rjukanfos as security for the bonds, registered and recorded
in an amount of Norwegian kroner in the aggregate sufficient at all times to
purchase gold dollars of the United States of America, of or equal to the standard
of weight and fineness existing on November 1, 1927, in an amount equal to
120 per cent of the principal amount of all bonds at any time outstanding under
the trust indenture; that the principal amount in which the mortgage given by
the company is from time to time registered and recorded shall be approximately
the same percentage of the aggregate principal amount in which the said two
mortgages are from time to time registered and recorded as the value of the prop-
erty covered by the mortgage given by the company from time to time is of the
aggregate value of the property covered by both mortgages.

DEFAULT

In case of default in the payment of the principal of or the premium on any of
the bonds when due, or of any installment of interest, or of any sinking fund
installment, or in the performance or observance of any other convenant, con-
dition or agreement on the part of the company in any of the bonds or in the said
trust Indenture contained, and any such default shall continue for the period
specified In the said trust indenture regarding such default, or In case the com-
pany, shall be adjudicated a bankrupt by a court of competent jurisdiction, or
If, voluntarily or Involuntarily, the company shall be placed by a court of compe-
tent jurisdiction under judicial supervision, then in each and every such case,
the trustee may declare the principal of all the bonds then outstanding to be due
and payable immediately, and upon such declaration, the same shall become due
and payable, anything in the said trust indenture or in the bonds to the contrary
notwithstanding. Provided, That if, at any time, either before or after the
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principal of the bonds shall have been so declared due and payable, all arrears
of interest upon all the bonds, with interest on overdue installments of interest
at the coupon rates borne by the respective bonds, and all expenses and charges
of the trustee shall have been paid by the company and any and every other
default by reason'of which the principal of the bonds may or might have been
declared due and payable shall have been remedied and made good, then, in each
and every such ease, the holders of a majority in aggregate principal amount of
the bonds then outstanding, by written notice to the company and to the trustee,
may waive such default and its consequences and rescind any such declaration
of maturity; Provided, That no such waiver shall extend to or affect any subse-
quent default or impair any right consequent thereon.

HISTORY

The company was organized for an unlimited term as a stock company under
the laws of the Kingdom of Norway on December 2, 1905, for the purpose of
exploiting the electrical process originated by Professor Birkeland and Doctor
Eyde for the synthetical production of nitrate from the atmosphere. The com-
pany is, in fact, the first enterprise to have successfully manufactured synthetic
nitrate, on a commercial basis. Its principal product, nitrate of lime, enjoys a
large demand by agriculture and industry and is known the world over as "Norge-
salpeter".

BUSINESS AND PROPERTY

The basis of the enterprise is the cheap water power owned by the company,
and its principal subsidiary, Rjukanfos, the perpetual righia *to which were
obtained before the existing concession laws came into effect and, in the opinion
of counsel, are irrevocable. The sources of the water power are Lakes Moesvand,
Maarvand, and Tinnsjoe, situated in the mountains of Telemark, somewhat
over 100 miles west of the City of Oslo, in southern Norway. The most important
of the eoml)any's hydroelectric plants is situated at Rjukan and is supplied by
the waters of Lake- Moesvand. This lake is about 30 miles long, more than
3,000 feet above sea level, and in former years supplied the largest water fall in
Norway, the Rjukan Falls. This water power was developed in 1909 by the
company's wholly owned subsidiary, Rjukanfos, and approximately 330,000
horsepower are developed at this plant. Lake Moesvand is estimated to contain
some 768,000,000 cubic meters of water and the total drop is somewhat over
600 meters, a water power situation which is hardly rivaled anywhere in the
world. Earlier, however (in 1905-1908), the Svaelg ]Palls were developed and a
plant owned directly by the company was built at Notodden. The Lien Falls
nearby were also developed and a total capacity of 68,000 horsepower operates
the Notodden plant.

Because of its cheapness, all this water power is eminently suited for industrial
uses and in conjunction with the Electric Arc Process has been devoted without
interruption since 1907 to the manufacture of nitrogen products (technical
nitrates and fertilizers). The company's production has been increased since
1912 from 4,940 tons of nitrogen, corresponding to 32,000 tons of nitrate of lime,
to approximately 30,000 tons of nitrogen, or the equivalent of 194,000 toils of
nitrate of lime, during the year ended June 30, 1927. However, the company
has recently made arrangements for the use of an improved process which has
been successfully used in Germany, which will increase annual production to
83,000 tons of nitrogen, corresponding to 535,000 tois of nitrate of lime. The
new equipment will be installed during the next two years in such a manner that
the company will at no time operate at less than present capacity and gradually
increase its capacity by more than 150 per cent.

SUBSIDIARIES

Aktieselskabet Rjukanfos is the principal operating subsidiary. All of its
capital stock of Kr. 60,000,000, excepting two director's shares of a total nominal
value of Kr. 2,000, is owned by the company.

The company also owns all of the capital stock of the Aktieselskabet Svaclgfos,
amounting to Kr. 800,000, with the exception of two director's shares of a total
nominal value of Kr. 2,000. This subsidiary owns and operates the Lien Water-
fall and power station, which supplies power to the nitrogen factories owned by
the parent company at Notodden.

The Norsk Transportaktieselskab (Norwegian Transport Company) operates a
railroad, a ferry service, and lighters In connection with the transportation of
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materials and supplies to and from the company's plants and the warehouses
located on the seacoast at Menstad, where the finished nitrogen products are
stored prior to ocean shipment. Of the Kr. 4,000,000 capital stock of the fore.
going subsidiary, Kr. 3,997,800, aggregate amount, is owned by the company
while Kr. 2,000 is held by Rjukanfos. The minority shares are owned by officers
and directors for qualifying purposes, and as in the case of the other principal
constituent corporations described above, the company holds an option for their
purchase.

OTHER SUBSIDIARIES

In addition to the principal subsidiaries described above, the company, on
June 30, 1927, owned, with the exception noted, 100 per cent of the capital stock
of the follovwing subsidiary sales corporations which had been organized to facili-
tate the ( tribution of its product: arvaueoca ital

stock outstanding
Svenska Goedningsaemne Aktiebolaget, Stockholm, Sweden. Sw. Kr. 50, 000
Aktieselskabet Norgesalpeter, Copenhagen, Denmark ------ Dan. Kr. 200, 000
Norgesalpeter Verkaufs-Gesellschaft, m. b. H. Berlin, Ger-

many --------------------------------------------- Rinks. 50, 000
Compania Espanola de Nitratos, Madrid, Spain ----------- Pes. 550, 000
Societe Commerciale de L'Azote, Paris, France ----------- Fres. 250, 000

With the exception of the French subsidiary, the Societe Commerciale de
l'Azote, at Paris, the remaining sales corporations mentioned above have been or
will shortly be dissolved and the distribution of the company's products in the
world markets outside of France and Norway will be handled by the I. G. Far-
benindustrie, A. G., of Germany.

Other auxiliary operation subsidiary corporations, which are practically entirely
owned by the company and its affiliated corporations except for two or three quali-
fying shares on which the company holds an option of purchase, are as follows:

A/S Tyinfaldene: A non-operating property; which is in the construction and
development stage.

A/S Tyin-Byggesclskab: A corporation furnishing sand for building operations.
A/S Norske Tjaereprodukter: A plant for the manufacture of sacks and dye

products.
A/S Lillo Verk: Owner of the site on which the plant of the foregoing corporation

is located.
A/S Skiensfjordens Kalkbrud: A limestone quarry.
A/S Industriforsikring: Insurance company.
A/S Nybu: Owner of a site for a proposed athletic field for employees.
From both the standpoint of operation and of earnings these subsidiaries arc

negligible and form no part of the security pledged under the indenture.

MAINTENANCE, DEPRECIATION, AND DEPLETION

The company and Rjukanfos write down for depreciation in each year amounts
which are considered adequate to cover the decrease in the cost value of their
properties due to wear and tear. The rates which have been provided for this
purpose and applied during each of the five years ended June 30, 1927, are as
follows:

Per cent
Buildings and building equipment ---------------------------------- 3-10
Water tunnels and roadbed of switch tracks ------------------------
Water regulation works ---------------------------------------- I14
Water dams ----------------------------------------------------- 4
Water pipes ----------------------------------------------------- 5
Machinery and equipment ---------------------------------------- 5-10
Electric transmission lines ----------------------------------------- 3-7
Factory fixtures -------------------------------------------------- 10-25

At the end of the fiscal year June 30, 1927, the combined reserve for deprecia-
tion of the company and Rjukanfos, was $1,019,186. All of the company's
property is maintained in an excellent state of repair, and replacements and
renewals are charged directly to operating expenses.

I Shares representing Danish kroner 3,000 held by officers and directors, on which the parent company
has an option to purchase.
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DIVIDENDS

Dividends have been declared by the company since its inception on both
classes of its stocks, as follows:

Preferred commonDate noncumu- stock
lative stock

Per cent Per cent
Apr. 16, 1909 ................................................................. ............
July 1, 1910 ...................................................................... 8 5
July 1, 1911 ...................................................................... 8 5
Jan. 1, 1912 ...................................................................... 8 5
Nov. 5, 1912 ..................................................................... 8
Sept. 1, 1913 ..................................................................... 8 6
Jul 1, 1915 ...................................................................... 8 6
Jan. 6, 1916 ...................................................................... 8 7
Nov. i, 1916 ..................................................................... 8 8
Nov. 20 1917 ................................................................... 10 10
Nov. V, 1918 .................................................................... 12 12
Nov. 17, 1919 .................................................................... 12 12
Dec. 1, 1920 ..................................................................... 15 15
Jan. 2. 1922 ...................................................................... 15 is
Dec. 1, 1922 ..................................................................... 8 8
Nov. 20, 1923 .................................................................... 9 9
Nov. 20, 1924 ................................................................... 11.1 11.1
Nov. 20, 1925 ................................................................... . 17. 2 17.2
Nov. 22, 1926 ................................................................... 8.6 8.6
Nov. 3, 1927 ..................................................................... 6 6

FINANCIAL STATEMENTS

There are given below:
Exhibit 1: Consolidated statement of income and profit and loss for the years

ended June 30, 1923, 1924, 1925, 1926, and 1927.
Exhibit 2: Consolidated balance sheet, June 30, 1927.

AKTIESELSKABET RJUKANFOS

Exhibit 3: Balance sheet, June 30, 1927.

NORSK HYDRO-ELEKTRIK KVAELSTOFAKTIESELSKAB

Exhibit 4: Balance sheet, June 30, 1927.

ExHIBIT 1

NORSK HYDRO-ELEKTRISK KVAELSTOFAKTIESELSKAB, AND ITS PRINCIPAL SUB-
SIDIARIES

Aktieselskabet Rjukanfos, Norsk Transport Aktleselskab and Aktieselskabet
Svaelgfos, the latter two subsidiaries being included, although they form no
part of the security pledged under the mortgage, because Norsk Transport A/S
transports the finished products from the plants to the warehouses on the sea
coast and A/S Svaelgfos furnishes power to Norsk Hydro.



Consolidated statement of income and profit and loss for the years ended June 30, 1923, 1924, 1925, 1926, and 1927
[Losses indicated by figures shown in italics]

1923 1924 1925 1926 1927
Ut United United United United

orwegian Norwegian Utite Norwegian States Norwegia States 1 Norwegian t
dollars kroner dolhes kroner di kroner dla" kroner dlas C

Netsales ------------ "---- 52.697.083 8,631.782 52, 813, 3 7,055, ; &3,M46,897 11,307.42i 52,482.790 11.519,972. :19.758.772 10,297,522
(ostofsale ........ 25.374.179 4,15.1j0 25,393,609 3,392,586 25.252,446 4.507,562 31,40(2.4381 6,892.954 2.,826,540 6,430,074 0

iross profit, on sales (b.for, c.harginrg dlprceiation and
taxs) ----------------------------- -------------- 27, 322.01 4,475,492 .419, 724 3,663,275 :N.,094.451 6,799,-59 21,079.09 4.627.01S - 14.932.232 3.,867,448

Adnin strative and general ex!,, i . 12,582 1.014.345 6, 701,!. '3 895,331 8.554.349 1.526.951 6,359,500 1,395.911 5,578,060 1,444,718 0

Net profit on sah; (before charging depieition and - '
taxes) ----------------------------------------------- 21,130, 32*2 3,461,147 20,718,143 2767,944 2, 540,10 2 5,272 , 9W 14,720,303 3,Z1j 107 9.M354,172 2,422,7M Q

Sundry operating profits, ir.-iudirig sales of electric- %
current to overn;nt ....... . 159.377 26,069 237,9% 31.796 338,902 60.494 493,226 1. 262' 345.697 89, s3

Total olrating profits beforee charging depreciation , W

and taxes) -------------------------------.---------- 21,289.59W 3,47,.236 20,956.139 2,799,740 29,879,094 5,.3402 15,213.529 3,339."59 9.699,869 2,51226
Other inconio (net) ----------------------------------- 605,186 99,129 1,515.0Z9 "02,416 2, 281716 407,286 2,142,840 470.354 463,767 120,115 t

tIross income (before charging depreciation) --------- 21,84.782 3.5W6.365 22,471,228 3,002:156 2160.72 ) 5.740,6-6 17.356,369 3, 809.723 10163.636 1 2,632,38!Exchange losses and gains on foreign currencies - . 807.312 132, '459.911 61.444 ,077,750 727,o78 2,6,9,1) , 56.,006 1,0,145 270,91

Net income (before charging interest on funded debt, 3
HiLome taxes, and depreciation) ------------------- 22, 702. 094 3,718,603 2 931,139 3. 636 28,082,970 5,012,810 14,791,420 3,246.717 9,117,491 2,361,430

Interest, income taxes, depreciation, etc.: 0
Interest on funded debt --------------------------- 3.,.36,681 612,068 3.615,707 483,059 3,518,0561 627,973 3,594,480 788,49 Z 897.8M8 750,532
Income taxes ------------------------------------- 4.088.118 W69,94 3.838.606 512.838 5,769,758 1,029,902 3,755,023 824,227 729,209 706,865
Depreciation ------------------------------------- 6,285.637 1,029,587 6,113,011 816.698 5,966,385 1,065,000 4,676,511 1,026,494 4,408,458 1,141,791
Discount on bonds ------------------------------- 211.084 34.576 211,084 28,201 211,084 37,678 211,084 46,333 211,084 54,671 N

Total ------------------------------------- 4321,5' 0 2,Z345,8W5 13,778,088 11,840,796: 15,465,283 2,769,553 12,237,098 2,8 86,043 10, 246, 559 12,53,85

Net income -------------.-------------------------- 8,380,574 1.372,738 9,152,731 1,222,804 '12,617,687 2,252,257 2,554,322 560,674 1,129,068 2,429
Profit and loss credits: 192,429

Profits on sales of ferries, lighters, etc -------------- i 3.5,193 5,765 1.441 1931 4.435 792 ---- 2,499 647
Profit on sale oi hotel at Rjukan -------------------------------- --- ----------------- -98, 803 17,63. -
Appreciation of sundry securities - i ..... 56,476 7,545 101,626 18,140 '21,1 0 48,5I3 - ---- .-.".'.-".-"-
Recovery on patent sale previously written o ! ------ ------------------------- t ------------ 139,821 24.958 - - -
A p p r e c ia t io n o f in v e s t m e n t s i n s u b s id ir a c o rn- I '. . . . . . . . . . . 5

panie ------------------ ------------------ _ -0 ...... I ----. ....... ............-- ........ .. . . . . . . -- -- -.. . . . . . . . .... .... . . . . . . . ..[! x 2 l ae



Interdepartmental Interest on construction of
Froistul power plant ............................

Adjustment of bonus of D~octor Fyrte --- --- ------------- ------------ ------------

T o ta l - - . .. . .. . .. . .. . .. .. . .. ... ... .. ... .. . ..

Profit and loss gross surplus for the year ..............

Profit and loss debits:
Loss on sale of French plant .....................
Loss on sale of limestone wonks at Skiensfjord.
Depreciation of sundry securities .....--.....---:-:
Provision for doubtful collection of Matrefaldene

m mortgage --------------------------------------
Depreciation of investments in subsidiary com-

pan ies ----------------------------------- - .- .
Devaluation of plant properties to reduce excessive

construction costs ............................
Amortizatiouofdiscount on londs held in treasnry"
Write-oif of premium on repurchase of treasury

b o n d s --------- ..-- ------------------------------

Total-

Profit anti loss strplus for year .....................
Surplus at beginning of year .......................

T o ta l su rp lu s . . ..... ............ ..... .... ......

Less dividends:
P referred d s toc k ........ ... ........ . . ..............
Com m on stock ------------------------------------
Officers qualifying shares i. subsidiary companies.

T o ta l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Surplus, available for bonuses and reserves ------------
IAW:

Bonuses to officers and directors .................
Provision for legal reserve funds -------------------

tit1

--.298 ----- - l7 , 16 A 185,486

Surplus at.end.of.year -------------------------- 29 2 819
Surplus at end of year --------------------------------- I , W ,62, 1.5. 1719, 482

44,675 5.%8 321l645 57,414 58&.493 129.174 33,924

2.585,306 1 25,171,941 4,493,191 17,629,794 3,869,739 9276,9071 2,402,719

8.786
8.78619, 351,085

_A

i
# i I

35,193 5,765 d7,917 7,738 344,685 61,5'6 282,400 61,986 1,254.815 324,996
,415.767 1,378,503 9.210,618 1,230.542 12,962, 372 2,313,783 2,836,722 62,660 125,747, 32,567

........... . 149.456 19, 79,324 14,159 2,842 5,892.... -. .
7-- --- - 4,500 9,953 -- - - - - - - - - - - - -- - - - - -- - - - - - -- - - - -- - - - - - -

---- --- -- --- --- --- --- --- --- -- --- --- -- --- ---- - - --- --- -- --- --- --- 246,04---62463,d72,72
................... ------------ ............... - 50. 0000 129.50
-----------..----------- 22,50 3.006 1& 649 3,329 120,828 26,521

24,286 3,978 858,300 114,669 317,015 56.587 67,799 14,882 ----

---- --- --- --- --- ---- --- --- --- -- --- ---- -- --- --- -- ---- --- -- --- --- 966,250--- -- 250,255825
------------------ 124,.591 16,645 --------- ------------ ------------ ------------ 956.091 247,627

24.2%6 3,978 1.9,347 164,240 414,988 - 74,075 215,469' 47,295 2,668,387 691,111
8,391,491 1,374,525 7,981,301, 1,066,302 12,547,394 2,239.708 2,621.25 575,365 2,54f,640 658,54412,901,079 2,113.196 16,602,454 2,218,. I 19,3,51,085 3,454,169 25,171,942 5,525,241 17,629,794 4,566,117
21.292, ',60 3,487.721 24,583,755 3,284,390 31,898,469 5.693,877 27,793,195 6,100,606 15,087,154 3,907,573

360, 029 58,972 405, C32 54,112 500,040 89.257 747,560 164,089 450,973 116,8024,251,139 690,337 4,782,532 638,946 5,904,360 1,053,929 8,827,018 1,937,532 5,324,995 1,37917C-79 111 431 58 483 bO 330 72 355 92
4,611.847 755,420 .5,187.995 693.116 6.404,883 1,143.272 9.574,908 2,101,693 5,776,323 1,496,06

1.680,713 2,732,301 19,395,760 2.591,.274 2 493,586 4 0605 18.218.287 3,998.913 9,310.831 2,411,505
76. 344 12,505 41.178 5.,501 319,109 .56,89610

1,915 314 3.497 467 2.3 453 2,278 500 13,924 3.60
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ExIBIT 2

Norsk IHydro-elektrisk Kvtaelstofaktieselskab and subsidiary companies, except
Akticsclskab lndustriforsikring

(Consolidated balance sheet, June 30, 19271

SNorwegian United Stateskroner dollar

ASSETSS)
Current assets:

Cash on deposit and on hand .............................. 15, 818, 511. SO 4,09W,006r-3
Customers:

Trade acceptances ............................................... 1,065,541.43 7, 9-& 23
Sales of nitrogen products ....................................... 5,092,91: 1 1,319. 0l. 53
Containers returnable ........................................... 7I, 2.51. ?6 s .Si. 10
Miscellaneous trade ..................................... 2, 441.40 59. 10
Trade creditors' debit balances ................................. 71,907.00 l,6 3. 45

Inventories (based on quantities shown by store records and valued
at npprolimate cost):

Finished products ............................................... 2, 403,..13. 49 62. 51. 17
Work in progress ............................................... 24 ,372.92 63..1. W
Materials and supplies .......................................... 5, W.9, 97tL 40 1.3.57. i3..9

Total current a.sets ........................................... 29,795.0-16.40 7,716.914.43

Other receivable assets:
Cash on deposit with banks in liquidation ......................... 1. 329,959.53 34,450.47.
Loans to municipalities, country banks, parlshes, etc ................ 2, 195.091. 10 ,&,, .N. 37,
Due from stockholders, officers and employees ...................... 310,73165 A, 479. 76
Guaranty deposits in cash ........................................... 47, 113.03 E27.9. 97

Total other receivable assets ....................................... 3, S33,199. 13 1, 00, 7I'v. 57

Investment In mortgages nd curities:
Mortgages on employees' homes ................................... .567, 741.06 147.041. W
Other mortgages ................................................... *,57.0 130, . 16
Stocks and bonds ................................................... 1, 974, 061. (0 511, --1. 0

Total Investment In mortgages and securities ...................... 3,016,539.56 7'19,011t.9

Investment in subsidiary companies:
Capital stock ........................................................ 2, 599, I0 00 672.9 3. 9

Total Inve.tment in subsidiary companies ......................... 2,59S, 440. 00 672, 99.96

Plant property:
Book value .......................... ... ............. 176,429.961.51 15,695. 3.A 1
Leaseholds capitalized .............................................. l.5, 81,1.61 21).03. i-
Depreciation reserve ...............................................79, 9.,02t?. 15 .4(5,.; . 7

Net plant property-Depreclated book value ....................... 90, .521. 730. SS 21, 999, 129.5

Deferred charges:
Prepaid insurance ................................................... 30,541.52 7. 20. 61
Unadiusted operations .............................................. 14.271.41 3.697. 06
Repairs in progress .................................................. 146, 90N..5 3%. 049. 2,
Unanmorlired discount on bonds .................................... 1, M6, 760. 10 40% 71.1. V7

Total deferred charges ............................................. 1, 754,524. 41 4%. 457. A2
Patents and experimental work ......................................... 7s1, 215.40 2.-1 334.79

TotAL ............................................................. 138,384.541.75 3& 841. 59 .31

LIABILITIES
,Current liabilities:

Bank creditors ...................................................... 8O, .584. 36 20. .71. 33
Trade creditors ........................................................ 1 , 0.3, 314. 20 2%). Z... 15
Employees' savings deposits ........................................ 762,315.00 197, 439.S9
Miscellaneous accounts payable:

Customers' credit balances ...................................... 10. 752.25 2, 794.
Unpaid dividends ............................................... 40,320.54 103,. ca02
Due to stockholders, officers, and employees ..................... 163, 86& 39 4Z 44L 91

Accrued accounts-
Taxes ........................................................... 8,824,53.61 2,215.S46.34
Interest ......................................................... 733,687.16 190, 024L f7
Other--

Pay roll ..................................................... 85,92.53 22 25& 49
Customers' damage claims ............................ 150, 00o. 00 3, 8,Mx 00
Patent fees ........................................... 23, 000. 00 5, 47.00
Bratsberg railroad deficit .......... '0.......... ......... 060.434.63 24. fka 67
Relocation of repair shop and warehouse ................... 53,457.85, 13. W&53

Total current liabilities .......................... 13,433,196. 52 3, 479, 197.Be
Due to subsidiary companies ................................. 348, 057.80. 90 14. 97
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EXHIBIT 2-Contintted

Norsk ltydro-dektrislk Kvaelstofaktieselska: and subsidiary companies, except
Aktieselskab lndustriforsikring-Contlnued

Norwegian United States
kroner dollars

Funded debt LIA BILITIES--continued
First mortgage 7 per cent bonds outstanding in hands of public ...... 31,111,00000 8,07,749.00
Miscellaneous mortgages ............................................ 290.493. 21 75,237.74

Total funded debt ................................................. 31,401,493.211 8,132,086.74
Reserves (employees' benefit):

Persons ............................................................ 7,027,003.49 1,820009.44
Workmen's corntwnsation ........................................... 78, 811 .46 I, P78122.17Accident antIsickness ............................................... 723,321.45 187,340.26

Total reserves (employees' benefit) ................................ I1, 519,196.40 3,760,471.87

Reserves (appropriated surplus):
Legal reserve ......................................... ,763,9W0.00 1,492,85. 64
Building reserve ...................................................4.000, 000. 00 1,030,000.00

Total reserves (appropriated surplus) ........................ 9,763, 9 10. 00 2,528,86.04Capital surplus arising from the exces.q of the capital stock and legal
reserve of subsidiary companies over the ownership value of such stock
on the books of the parent companies ................................... 1, 583, 201.82 410,049.27Capital stock of subsidiary companies:Shares of others In Aktlesdlskabet Rjukan Dagblad ................. 31, 200. 00 8,857.80

Total capital stock of subsidiary companies ....................... 34. 200. 00 8,857.80
Preferred 8 ier cent noncirnulat ive capital stock (parent company).... .5, )500, 360. 00 1, 15, 593.24Common capital stock (parent company) ............................... o3, 139, 20. 00 13, 763,063. O10
Surplus ................................................................. 9, 1, 630. 00 2,502,3t33. 72

Total ............................................................. 138,391.541.75 35,841, 5%. 31

Notes:
The companies were contingently liable under guarantees as follows:

Mortgages on employees' homes ............ ............... 164, 743.00 42, ,3,8.44
Norwegian Employees' Associations ........................ 572,552.00 . 148,290.97

Total ......................................................... 737,295. 00 190,0959.41No expression ha\ been given in the above to tire repair of flood loss
damages, which occurred on June 28, 1927, the estimated cost thereofbeisg as follows ....................................................... 1,060,000. 00 271, M0. 00

E',XIIIBIT 3

.lktieselkabet IRjukfanfos

[lialanco satt as o. Juno 30, 19271

Norwegian United States
kroner dollars

Current ases: ASSETS
Cash rrn deposit u on hand .............................. 3,151,284. 11 I 811;, 182.58

Customers-
Continers returnable ....................................... 1 371, Al. IV, 154. 10
.M iscelhinolit trade .................................... 9, 01f. 21 2335.20Trale creditors' detit balance ........................ . 70, 16 2.1 18,301.60

Inventories (hase I on quantities shown by store records and valued
at apiroximate (ost): I
V,% ork In progress ................................................ 93, W.8. f35 24,2,4.84
MaterialsnuI supplies .......................................... 3,417,147.92 85,041.31

Total current assets ....................................... 6,37054,169 1,649,071.33Other receivable assets: ,
Cash on deposit with banks in liquidation .........................., 1,249,059.35 323,739.40Loans to municipalities, country banks, parishes, etc ................ 1,063, 729.17 275,505.86D)ue from stockir o lers, ollicers and employees .................I 42. 100.53 10,0.04guaranty deposits In cash .................................... 5,000.00 1,295.00

Total other receivable sets ...................................... 2,300,789.05 611,441.30
Investment in mortgages and securities:.Mortgages on employees' horses................................ 20,220.0O0 76, 720. 08

Stocks and bonds ................................................... 83,263.00 21, M12.53
Total investment in mortgages and securities ...................... 379, 473.00 98,283.
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EXHIBIT 3-Continued

Aktieselkabet Rjukfanfos-Continued

Norwegian United States
kroner dollars

ASSETS-contioued

Investment in subsidiary companies: n
Capital stock ........................................... 1,353, 161.001 350,468.70
Advances ............................................... 17, 179, 247.45 4,449,425.09

Total Investment iu subsidiary companies ........................ 18,532,408.45 4,799,893.79
Plant property:

Book value ......................................................... 118,336,152.47 30, P49, 0,3.49
Leaseholds capitalized ..................................... 4.5,096.69, 11,680.0
Depreciation reserve ......................................... 6., 09,816.07 15,516,61. 80

Net plant property-Depreciated book value ..................... 58,31,739.80 15,120,870.61
Deferred charges:

Prepald Insurance .................................................. 2. 660. 82 C89. 15
Ronairs in progress ........................................ 105, 174.83 27,240.28
Uitamortized discount on bonds .............................. G5i, 582. 27 170, 572. 81

Total deferred charges ............................................ 703,417.92 198,502.24

Total ........................................................ 80,791,373.01 22,478, 965.84
LIABILITIES

Current liabilities:
Trade creditors ..................................................... 172, 009. 04 44, 550.87
Miscellaneous accounts payable: Due to stockholders, officers and

employees ...................................................... 20,055. 00 5,194.25
Accrued accounts-

Taxes ................................................ 4, 565, 782.14 1,700,537.57
Interest ............................................... 502, 0 16.67 130,022.32
Other: Pay roll ................................................ 53, 984.74 13,982.05

Total current liabilities ..................................... 7, 313,848.49 1,894, 20. 7
Funded debt:

First mortgage 7 per cent bonds outstanding In hands of public-.... 21,515,000.00 5, 572.385.00
Miscellaneous mortgages ............................................ 143,801.20 37,244.51

Total funded debt ................................................ 21, 5,801.20 5, D, 629. 51
Deserves (appropriated surplus): Legal reserve ......................... 6,000,000.00 1,554,000.00

Total reserves appropriated surplus) ............................. .000,000.00 1,854,000.00
Capital stock of subsidiary companies:

Parent company's shares ............................................ 59,9", 000. 00 15,539,482.00
Officers' qualifying shares .......................................... 2, 000. 00 518.00

Total capital stock of subsidiary companies ....................... C0,000,000.00 15,1 M0, 000.00
Surplus ................................................................. 8,181, R'76.78 R, 118, c50.43

Total ............................................................. 8,791,373.01 22, 478,005.84

E-'XHIIBIT 4i

Norsk hydro-elcktri l.kacldstofakieselkab

I Balance sheet as of June 30, 19271

Norwegian United States
kroner dollars

ASSETS

Current assets:
Cash on deposit and on hand ....................................... 12,442,354. 44 3,222,56.8 0
Customers-

Trade acceptances .............................................. I, 065,541. 43 275,975.23
Sales of nitrogen products ...................................... 4.710,017.08 1,221,448.42
Containers returnable .....................................................
Miscellaneous trade ............................................. 45,277. 06 11,720.70
Trade creditors' debit balance ................................... 1, 01. 44 283.98

Inventories (basel on quantIIles shown by store records and valued
at approximate cost)-

Finished products .............................................. 2,389, 703. 07 018,918. 7u
Work in progress ............................... ; ................ 151,680. 27 39, 2. 74
Materials and supplies .......................................... 1,218,350.14 315, 552:69

Total current assets ........................................... 11, 030, (L4. 63 5,705,792.41

MI
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EXHIBIT 4-Continued

Norosi hydro-elecktrisk kuaelstofakieselskab-Continuod

Norwegian UnitedStates
kronor . dollars

AsSNTs-Cont Inued [

Other receivable assets' I
Loans to municipalities, country banks, parishes, etc ................ 1,022,876.10 264.924.91
Due from stockholders, officers, and employees ..................... 201,557. 82 67,743.48
Guaranty deposits in cash ......................................... 41,015.10 10,630.69

Total other receivable assets...................................... 1,325.479.08 343.299.08

Investment in mortgages and securities,
Mortgages on employees' homes ..................................... 227. 209.06 58,846.89
Other mortgages .................................................... 1 500, 000. 00 129, 600. 00
Stocks and tonds ................................................... 1, 141., 08. 00 297,722.57

Total investment in mortgages and securities ..................... 1 ,87. 710.06 486,069.46

Investment in subsidiary companies: I
Capital stock ....................................................... 0 0.72,667.60 22, .25, 920. 88
Advances ........................................................... 119,70000 31,002.30

Total investment in subsidiary companies ........................ !_87,092.367.50"j 22,550,923.18

Plant property:
Book value.. ........................................ 32, 05,506. 14 4,303.412.09
Leaseholts capitaized ............................................. . ( ) 70, 5 6. !),0
Deprecation resrve ................................................ '.N,,.318.95 8,R,9tS82.l1

Net plant property-Depreciated book value .................. 10, (0, 71.71. 19 4,399.5679. 42

Deferred charges:
Pre aild insurance ................................................... 27,020.70 7,231.10
Inadjusted operations ............................................... 12.417.80 3.210.23
Repairs in progress .................................................. 40. 33.07 10,417.60
Unamortized discount on boals . . . .... . . . . . .. 0. 177.83 235.2119.06

Total deferred charges . ......................... ... i9. .54. 40 214,113.31

Total ............................................................ 130,300.214.82 33,747.776.36

LIABILITIES
Current liabilities:

Bank creditors .......................................... 27,084.30 7,014.85
Trade creditors ..................................................... 405,840.52 120,6 52. 69
Employees' savings deposits ........................................ 762, 315. 00 197,439.5,9
Miscellaneous accounts payable-

Customers' credit balances ................. 4,937. 51 1,278.82
Unpaid dividends ........................................... 400. 320.54 103, 683.02
Due to stockholders, officers, and employees ..................... 143,201.39 56,219.88

Accrued accounts-
Taxes ........................................................... 2,170,6.1,1.90 52,198.84
Interest ......................................................... 230,485.92 ',9, C95.85

ther-
Pay roll ......................................................... 24, 719. 26 6, 402. 29
Customers' damage claims ...................................... 1-310,000.00 38,850.00
1'atent fees ...................................................... 25, 000. 00 6, 475.00

Total current liabilities ....................................... 1 4, 404, 556. 40 1,140,780.11
Due to subsidiary companies ............................................ 16, 148,80. 49 4,182, 539. 84

Funded debt: i
First mortgage 7 per cent bonds outstanding in hands of public ...... 9, .96, 000. 00 2, 485, 04. 00
Miscellaneous mortgages ............................................ 146, 692. 01 37,993.23

Total funded debt ........... ......................... 0. 742,692.01 2,523,357.23

lReerves (employees' benefit):
Tensions ........................................................... 7,027 .49 1820,009.44
Worknen's compensation .......................................... 6, 768, 811.46 : M. 122.17
Accident and sickness ............................................... 723,321.45 187,340.26

Total resrves (employees' benefit) ................................ 14, 519,1963.40 3,760,471.87

Reserves (appropriated surplus): I -
Legal reserve ........................................................ 5,763, 90. 00 1,492,80,5.64
Building reserve .................................................... 4,000,000.00 1,036,000.00

Total reserves (appropriated surplus) .................... 9, 763, 90. 00 2,528,805.64

Preferred 8 per cent noncumulative capital stock (parent company)..... 4,500,30.00 1, 165,593.24
Common capital stock (parent company) ............................... .f4,139,240.00 13,763, 03.16
Surplus ................................................................ 18,081,487.52 4,683,105.27

Total............................................................. 130,300,294.82 33, 747, 776.3
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AGREEMENTS

Norwegian Hydro-Electric Nitrogen Corporation (Norsk Hydro-Elcktrisk
Kvaelstofaktieselskab) agrees with Wiic New York Stock Exchange as follows:

Not to dispose of any integral asset or its stock interest in any constituent,
subsidiary, owned or controlled company or allow any of said constituent, sub-
sidiary, owned or controlled companies to dispose of an integral asset or stock
interest in other companies, unless for retirement and cancellation, without
notice to the stock exchange.

To submit once in each vear to the interest represented at the general meeting
of the stockholders of the company and to deliver to the New York Stock Exchange
change after acceptance by the general meeting a copy of a consolidated income
account covering the previous fiscal year and a consolidated balance sheet show-
ing assets and liabilities at the end of the year.

To maintain in accordance with the rules of the stock exchange an agency in
the borough of Manhattan, city of New York, where the principal and interest
of all bonds shall be payable. *

To notify the stock exchmige 30 days in advance of the effective date of any
'tange in the authorized amounts of listed securities.

Not to make any change in the listed securities or of a trustee of its bonds
without the approval of the committee on stock list and not to select as a trustee
an officer or director of the company.

To nake application to the stock exchange for listing of additional amounts
of listed securities prior to the issuance thereof.

To publish promptly to holders of bonds any action in respect to the interest
on such bonds, notices thereof to be sent to the stock exchange.

To notify the stock exchange if deposited collateral is exchanged or removed.
To have on hand at all times a sufficient supply of bonds to meet the demand

for duplicates in case of lost, stolen or destroyed bonds.

GENEAl,

The fiscal year of the company ends on June 30, and the regular annual general
meeting of shareholders is held at a time to be determined by the management,
but not later than five months after the close.
of the fiscal year.

The accounts of the company are made up annually t June 30, andl these
accounts are submitted to the stockholders at the ordinary meetings. The head
office of the company is located at 7 Soligatan, in Oslo, Norway.

The names of the oflicers and their positions are as follows: fleyn Barth, traffic
manager, Bjarne Eriksen, attorney, 13. F. 1lalvorsen, chemical manager, John
Petersen, sales manager, ,T. Stoenmer, treasurer, and Sverre B. Braehne, sec-
retary.

Tile hoard of directors are as follows: Mare. Wallenherg, president, Stock-
holm, Sveden; G. Griohet, vice president, Paris, France; Ifermann Sehmitz,
lIlidellerg, G(ermqm'; .1. E. More, Paris, France; 11. Finally, Paris, France;
Thos. Fearnlev, jr., Oslo, N"rwav; Axel Aubert, izeneral manager, Oslo, Norway.

The menmlbtrs of the huard of'directors of goveraors consist of the following:
G. (IC Germiny, clmirman, Paris, Fraince; K. A. Wallenherg, vice-chairman,
Stockholm, Swcdeni; M. (trod de L'Ain, Paris. Fraee: A. Benac, Paris, France;
E. de hi Longtimlimer, Parlez, France; Louis Wibratte, Paris, Fracee; 0. Bdtker,
Moss. Norway; V. ,. B. Borresen, Oslo, Norwiay: A. Scott-h ansen, Oslo,
Norway; Erling' Onsger, Oslo, Norway.

The place of p il\melit of principal ani interest if these lmid ,(l is thie National
City Bank of New Y'ork, 55 Wall Street, New York City, where the bonds may
also be surrendered fur inter(lenominational exchange "and le registered as to
principal.

'rhrotihout the application Norwegian currency has been converted into
United States Dollars at the following respective rates of exchange for the Nor-
wegian Krone: 25.90 cents for the fiscal year etided Jume 30, 1927; 21.95 cents
for tle fiscal year ended Jume 30, 1926; 17.85 cents for the fiscal year ended June
30, 1925; 13.36 cents for the fiscal year ended June 30, 1024 and 16.38 cents for
the fiscal year ended June 30, 1923.

NoitsK I[YDto-ELEKTlI$SK K[VAELSTOFAKTIEMELSKAnl,
By RONALD M. BYHaNEm, AtHorncy-in.FPact.

____ II
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THE NATIONAL CITY Co. INTERIM CERTIFICATES FOR NORWEGIAN HYDRO-

ELECTRIC NITROGEN CORPORATION (NORSK HYDRO-ELEKTRISK KVAEL-
STOFAKTIESELSKAB)

REFUNDING AND IMPROVEMENT GOLD BONDS, SERIES A 5% PER CENT, DUE
NOVEMBER 1, 1957

NEW YORK CITY, April 1, 1928.
The National City Co. hereby makes application for tile listing on the New

York Stock Exchange of its interim certificates for $20,000,000, aggregate prin-
cipal amount, refunding and improvement gold bonds, series A 5%4 per cent, due
November 1, 1957, of the Norwegian Hydro-Electric Nitrogen Corporation
(Norsk Ifydro-Elektrisk Kvaelstofaktieselskab), included in Nos. M-1 to M-
18,929, of the denomination of $1,000 each, and D-1 to D-2,142, of tile denomina-
tion of $500 each, which are issued and outstanding in the hands of the public.

The interim certificates of the National City Co. will be exchangeable at the
office of the Nati oal City Co., 55 Wall Street, in the Borogugh of M1anhattan,
city and State of New York, for tie bonds, when issued in definitive form and
when received by the undersigned.

For information with respect to the company and with respect to the bonds for
which the interim certificates have been issued, the National City Co., in
making this application, refers to the application submitted above I)y tile Nor-
wegian Hydro-Electric Nitrogen Corporation for authority to list its definitive
engraved bonds when issued in exchange for outstanding interim certificates.

THE NATIONAL CITY CO.,
By RONALD M. BVYNr:S, Vice President.

This committee recommends that the above-described interim certificates for
$20,000,000 refunding and improvement gold bonds, series A, 514 per cent, due
November 1, 1957, Nos. M-1 to M-18,929, for $1,000 each, and D-1 to D-2,142,
for $500 each, be admitted to the list.

This committee recommends that tile above-described $20,000,000 refunding
and improvement gold bonds, series A, 5% per cent, due November 1. 1957, in-
cluded in Nos. M-1 to M--20,000, for $1,000 each, and D-1 to D-2,200, for $500
each (and coupon bonds of one denomination Issued in exchange for coupon bonds
of another denomination), I)e admitted to the list, on official notice of issuance
in exchange for outstanding interim certificates, in accordance with tile terms
of this application. ROBERT GIBisoN, Chairman.

Adopted by the governing committee. April 25, 1928.
E. V. D. Cox, Secretary.

ANGLO-CIIILEAN CONSOLIDATED NITRATE CORPORATION

(Organized under the laws of Delaware)

Twenty-year 7 per cent sinking fund debenture coupon bonds due November 1,
1945. Common stock of no par value to be issued with definitive bonds in ex-
change for temporary bonds at tile rate of 7 j shares for each $1,000 bond, without
cost, on November 1, 1926, or earlier at the option of the company.
New listing:

Authorized issue --------------------------------------- $16, 500, 000
Amount outstanding ----------------------------------- 16, 500, 000
Amount applied for ------------------------------------ 16, 500, 000

Authority for issue: Authorized i)y stockholders November 5, 10, and 12, 1925;
authorized*by directors November 4, 10, and 12, 1925. No other authority
required. NEW YORK, N. Y., March 10, 196.

Referring to application A-6848, dated October 13, 1925, of Messrs. Lehman
Bros., for listing on a "when issued" basis the bonds hereinafter described,
Anglo-Chilean Consolidated Nitrate Corporation (hereinafter referred to as tile
"company") hereby makes application to have listed oi the New York Stock
Exchange $10,500,00 (total authorized Issue) of its 20-year 7 per cent sinking
fund debenture coupon bones, due November 1, 1945 (hereinafter referred to as
the "bonds"), in the denomination of $1,000. included fin numbers M-1 to M-

II
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16,500, and in the denomination of $500, included in numbers D-I to D-33,000,
on official notice of issuance in exchange for outstanding temporary bonds,
the bearers of temporary bonds to receive in exchange therefor definitive bonds
and common stock of no par value of the company at the rate of 7% shares for each
$1,000 principal amount of bonds, without cost, on November 1, 1926, or earlier
at the option of the company.

AUTHORITY FOR ISSUE

The bonds for which application to list is made, are issued tinder an indenture
(hereinafter referred to as the "indenture"), dated November 1, 1925, made by
the company to Bankers Trust Co., trustee.

Tie issuance of the bonds and the execution by the company of the indenture
were authorized by meetings of the board of directors held on November 4, 10, and
12, 1925, and by meetings of the stockholders held on November 5, 10, and 12,
1925.

No public authority is required in connection with the issuance of the bonds for
which application to list is herein made.

DESCRIPTION

The honds are dated November 1, 1925, mature November 1, 1945, and bear
interest at tile rate of 7 per cent per annum payable semiannually on May I and
November 1 in each year, without deduction for any Federal income tax nut in
excess of 2 per cent per annum. Payment of principal and interest thereon shall be
made at the principal office of Bankers Trust Co., trustee, in the borough of
Manhattan, city and State of New York, in gold coin of the United States of
America, of or equal to the standard of weight and fineness existing on November
1, 1925. The company covenants in the indenture to reimburse the bearer or
registered owner of bonds for any Pennsylvania personal property tax to tile
extent of 4 mills per annum on each dollar of the taxable value of the bonds,
or any Massachusetts income tax not in excess of 6 per cent per annum on the
income derived from the interest on the bonds, which may be paid by such bearer
or registered owner as a resident of either of said States, it application be made in
tme mamner and upon the conditions provided in the indenture within 90 days
after the day of payment of any such tax. The bonds arc registeruble as to
principal upon presentation at the office of time trustee in the borough of Man-
hattan, city of New York; such registration shall not affect the negotiability b,
delivery of the coupons, which shall remain payable to bearer as therein provided.
For any transfer or registration of a bond the company may require payment of a
sum sufficient to reimlmrso it for any stamp tax or other governmental charge
imposed or required by law or submission of proper proof that the same have been
paid. Bonds of the 'respective "denominations of $500 and $1,000 are inter-
changeable upon surrender to the trustee for stch purpose aml upon the payment,
if required by the company, of a sum sufficient for any stamnip tax or other govern-
mental charge thereon aid a further sumi not exceeding $2 for each new bond
issued in exchange. The definitive bonds will be in denominations of $1,000,
included in Nos. M-1 to M-16,500, and in the denomination of R500,
included in Nos. D-1 to D-33,000.

RI0HT OF HOLDEIRS OF TEMPORARY BONDS TO RECEIVE COMMON STOCK WITH PER-
MANFNT BONDS

The temporary bonds carry tile right to receive common stock, without par
value, of tile company in accordance with the following provisions contained in
the indenture.

The company has delivered to the trustee certificates for 123,750 full paid and
nonussessable shares of such common stock to lhe held by the trustee for the benefit
of the bearers and registered owners of the temporary bonds. On and after
November 1, 1926, or, at, tie option of the company, on and after any date
previous thereto, tile bearer or registered owner of any'temporary bond may pre-
sent and surrender said bond with all interest couponi maturing after the date of
such surrender to fhe trustee at its principal office In the borough of Manhattan,
city of New York, and tile company shall then deliver an engraved definitive
bond of like denomination, with appurtenant cotipons, and, without cost, certii-
cates for shares for the common stock of tile company at the rate of seven and
one-half shares of said stock for each $1,000 principal amount of bonds so sur-
rendered. In lieu of fractional shares of stock, stock scrip shall be issued by the
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company as provided in tie indenture. The Indenture further provides that there
shall be delivered to the bearer or registered owner, upon such surrender, any
dividends in respect of such stock theretofore received by the trustee, whether
in cash or in stock, together with the proceeds of the sale of any subscription
rights with respect to such stock and the interest allowed by the trustee on the
deposit of any cash dividends and proceeds, less the amount of any tax, penalty
or other charge paid by the trustee in behalf of such bearer or registered owner-
the trustee shall also deliver a due bill for such portion of any dividend declared
but not theretofore paid by the company to the trustee applicable to such shares
of stock. In case any temporary bonds shall have been designated for redemp-
tion and the first publication of redemption notice been made, the bearer or
registered owner thereof, in lieu of being entitled to receive the definitive bond
and shares of stock, shall only be entitled to receive the certificates of stock and
the due bill, entitling him to receive, on presentment thereof to the trustee on
the redemption date, the redemption price of said bond, if and when such redemp-
tion price shall have been deposited by the company with the trustee.

SINKING FUND

The company, in the indenture, covenants that on the 1st day of November,
1928, and on each semiannual interest payment (late thereafter, to and including
the 1st day of May, 1945, it will provide for the retirement of $475,000 principal
amount of bonds. Such retirement may be effected by delivering to the trustee
on or prior to the interest payment date bonds aggregating $475,000 in principal
amount, or by paying to the trustee, at least three days prior to each such interest
payment date, cash sidlicient to redeem $475,000 princil)al amount of the bonds
at tile sinking fund re(lemption price, which shall be 105 per cent of the principal
amount thereof, together with a(rued interest; or in part Iby delivering bonds,
anid as to the residue by paying cash, as aforesaid. The trustee shall designate
by lot bonds of a principal amount sufficient at the sinking fund redemption
price to exhaust the amount of cash paid to the trustee; thereupon the trustee
shall give notice of such redemption by publication voice a week for four successive
weeks in a daily newspaper of general circulation in the Borough of Manhattan,
city of New Vork, the first publication to be not, less than 30 and not more
than 45 days prior to the redemption date. Such notice shall state the
date anl place of r(lemption and recite time serial number of the bonds so to he
redeemed; a copy of such notice shall also be mailed, at least 30 days anld not
more than 45 days before such redemption (late, to all registered owners
of bondss to be redenmc(l. All bonds purchased or redeemed for tile sinking fund
hall be canceled and cremated by the trustee and no bonds shall be issued in

lieo. thereof.
REDlEMlTION

As provided in the indenture, the company, at its election, may redeem and
p ay oi on any interest payment (late all or an.; part of the bonds by paying there-
or, as the redemption price, the interest accrued thereon to the date fixed for

redemption and 107wj per cent of the principal amount thereof. Notice of redemp-
tion shall be given by publication at least once each week, for eight. successive
weeks prior to the (late on which redemption is to be made (the first publication
to be not less than 60 days nor nre than 9) days prior to the redemp-
tion (late), in a news paper published and of general circulation in the Borough of
Manhattan, city of New York. Such notice shall state the (late of redemption
aid that thv bonds will he reliedeal on said (late at the principal office of the
trustee in the Borough of MmuhIattan, city and State of New York, at the redemp-
tion price, and in case less thlatn all of the bonds then outstanding are called for
redeml)tion, shall state the serial iminhlers of the bonds to le redeemed, the trustee
in such event to designate by lot the numbers of such bonds. The company shall
mail a copy of such notice to all registered owners of bonds to be redeel;ed at
least 60 and not more than 90 days prior to the (late designated for redeinp-
tion. The company, in the indlentu're, agrees to deposit with the trustee, at least
three days prior to the redemption date, an amount of cash sufficient to redeem
and payoff all the bonds which the company Ias elected to redeem. All bonds
so re(heemnced shall Ibe canceled mind crinmate(d by the trustee and no bonds shall
be issuedI in lieu thereof.
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DEFAULT

The indenture provides that in case one of the following designated events of
default shall occur:

"(a) Default shall be made in the payment of any part of tile principal of any
of tile 1bon1ds when atid as tMe s1ie shall become (lie and payable, whether by the
terms thereof, or by declaration or otherwise;

"(b) Default shall be made in the payment of any interest on any of the bonds
when and as the sane shall become due and payable as therein expressed, and such
default shall have continued for a period of 30 days;

"(c) Default shall he made in the performance of any of the company's cove-
nants with respect to the payments into the sinking fund;

"(d) Default shall be made in the observance or )erforimince of any other of
the covenants, conditions, or stipulations ol the part of tile company to be per.
formed, as in the indenture or in the bonds provided, and such default shall have
continued for a period of 90 days after written notice to the company from the
trustee or froni bearers or registered owners of not l,.ss than 10 per cent in prin'il)al
amount of tile bonds then outstanding, specifying such default :ni requiring the
same to be reividied;

"(e) An event of default as defined in any nmrtgage, indenture, or trust agree.
ment securing any indebtedness maturing more than one year after the creation
of such indebtedness of the company, or of any subsidiary, whether suich indebted-
ness now exists or shall hereafter bei. Create(h, shall happen and shall result ill such
in(ebte(ness becoming or being declared dlue and lpayable l)rioir to tie date on
which it would otherwise beconie due nnd l)adtpy)he;

"(f) If t lie company shall he adjudieatd a bankrupt or become insolvent, or a
receiver or receivers shlall be appointed of the )rol)erty of the conipany and shall
not be discharge( within a period of 60 days;

"(g) If tile company shall file a petition in volntary bankruptcy or shall make
an assignment for the benefit of creditors, or shall admit in writing its inability to
pay its debts generally as they become (lue, or shall consent to the appoint ment of
a reeiver or receivers of all or any substantial part (if its property; or

'(h) If at any time the affairs of the company are placed, directly or indirectly
(except pursuant to the provisions of the indenture), in the hands of any creditors
committee or other group of creditors of the company;

"(i) Final judgment for-the payment of nioney shan be rendered against the
company, and the company shall not discharge the same or cause it to be dis-
charged within 90 days front the entry thereof, or shall not appeal therefrom or
from the order, decree, or process upon which or pursuant to which said judgment
was granted, passed, or entered, anti secure a stay of execution pending such
appeal."

Then the trustee, by notice in writing to the company, may, and, upon the
written request of the bearers or registered owners of not less than 25 per cent in
principal amount of the bonds then outstanding, shall, upon being indemnified
to Its satisfaction, declare the principal of all of the bonds then outstanding and
the interest thereon, if not already due, to be due and payable immediately and,
upon such declaration, such principal and interest shall become and be immedi-
ately due and payable, anything in the Indenture or in the bonds contained to the
contrary notwithstanding. If, however, at any time after the principal of all the
bonds shall have been so declared due and payable, such bonds as shall have be-
come due and payable by proceedings for the redemption thereof and all arrears
of interest upon all of the bonds, with interest on overdue interest at the rate of
7 per cent per annum, shall have been paid or shall be paid to the trustee and all
other existing events of default shall have been remedied and made good, or pro-
vision therefor satisfactory to tle trustee shall have been made, then and in such
case the bearers or registered owners of a majority in l)rincipal amount of the
bonds then outstanding, by written notice to the company and to the trustee,
may waive the occurrence of the event or events of default and the consequences
thereof and rescind and annul such delcaration upon such terms, conditions, and
agreements, if any, as they may determine; but no such waiver, rescission, or
annulment shall extend to or affect any subsequent default or impair any right
consequent thereon. The company in the indenture further covenants that upon
default in respect of sinking fund, interest or principal, tile company will pay to
the trustee, upon demand, the whole amount (lume on the bonds and coupons.
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PURPOSE OF ISSUE

The proceeds of this issue of bonds are to be used for past and future capital
expenditures in connection with the new process and the plant of the company as
now designed, the purchase of the Coya Norte properties, and the improvements
and additions to the railroad, all of which are described herein.

COVENANTS

The company in the indenture covenants as follows:
"(1) That it will punctually pay the principal of and interest on the bonds at

the times and in the manner specified in the bonds and in the coupons attached
thereto.

"(2) That it will use the proceeds of the bonds for one or more of the following
purposes:

"(a) To the extent that the same shall be so required, for the purpose of com-
pleting the construction and equipment of the company's new plant, as now
designed, on the so-called Coya Norte property, in the Republic of Chile, so that
such plant when completed will have a minimum capacity of 260,000 metric tons
of nitrate per annum; and for the purpose of reimbursing the company for past
capital expenditures by retiring, or reimbursing the company for the cost of
retiring, at not to exceed par, the company's heretofore issued and outstanding
7 per cent preferred stock;"(b) The balance (to the extent that the same shall be so required) for the pur-
pose of providing the cost of electrifying approximately 25 miles of that portion
of the company's railroad in which heavy grades are met, and of completing a
railroad cut-off of approximately 30 miles, and of providing such additional rolling
stock, yards, piers, and other port improvements as the company shall deem to be
immediately necessary:

" (c) Any residue not required for the foregoing purposes to be available for the
general corporate purposes of the company."(3) That it will do and will cause every subsidiary to do all things necessary:
to comply with the laws of any State or States of the United States of Anmrica, or
of the Republic of Chile; pr(inptly to pay and discharge all taxes, assessments
and governmental charges, pay anil diselhirge all lawful claims which, if unpaid,
might become alien or charge upon its or any subsidiary's property; to maintain
and keel) properties in good condition; to preserve the corporate existence and
other franchises and rights.

"(4) That it will not voluntarily create or stiffer to be created any mortgage or
other like encumbrance ponfll any of its presently-owned fixed assets, as defied in
the indenture, or permit any subsidiary voluntarily to create or stiffer to be created
any mortgage or other like encumbrance, other'than to secure indebtedness of
such subsidiary to the company upon any presently-owned fixed assets of the
company which shall have been transferred to or acquired by such subsidiary,
without provision being made by the instrument creating such mortgage or
encumbrance whereby all the bonds shall be directly secured equally and ratably
with the indebtedness secured by such instrument, except that -the company
may (1) create mortgages, pledges or liens for the )urlose of securing obligations
issued to pay off, refund or purchase outstanding 7 per cent debenture stock
secured by a trust deed dated January 20, 1925, between the company and
Roytd Exchange Assurance, or to provide funds for such payment or purchase or
to reiniburse the company therefor, and (2) renew or refund any indebtedness
secured by any such mortgage, pledge or lien."(5) Tlhat it. will not voluntarily create or tiller to be created aiy mortgage or
other like eneutibranee upon any of its subisequently acquired fixed assets or
permit any sutsidiar' to create any mortgage (or other likt eummilnraince upon
such sulwe(Iqently acpired fixed assets other than to ieeure iidebtedness of
stiih sui)si(iarv to the 'omlny without provision being made by the instru-
mlent creating suich mortgage alid eieiimu rane whereby fll the Bonds shall ie
directly secured equally and ratably M ith the indebtedness secured by such i-
strumtent, except that the coipiuy may: (a) create miortgages, pledges o' liens
on any such sul ieritiently aciqtiired fixed assets for zity of the tlai'ipose; for which
mortgages, pledges or liens nay be ureated as provided it (4) above; (b) create
purchasee stoney mitoltp:1iges, pledges or liens, or create miortgoges, pledges or
liens to prove funds for the payment of the cost of such toiequeiitly acquired
fixed assets or of additions, bettermneiits or intproventetii thereto aid to reimiburse
ally subsidiary for the sums expendd withiit lhe \tlAve months iiext prceed-
ingjthie creation of such mortgage, pledge or lien thereon for the acqisition of
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such subsequently acquired property or in making such additions, I)etterments
and improvements; 1c) the acquisition of property subject to any mortgage, lien
or encumbrance existing at the time of acquisition; (d) the renewal or refunding
of any indebtedness secured by any mortgage, pledge or lien permitted under
(a)b ,or Wc.

(6) It will not incur or permit any subsidiary to incur except as stated in (4)
and (5) any indebtedness which by its terms matures more than twelve months
from the date of its creatio: tior permit any subsidiary to issue preferred stock
except such as shall be acquired and retained by the company unless the proceeds
are applied to the payment of the cost of acquiring property constituting an
addition to the capital assets of the company or such subsidiary or are applied
to reimburse such subsidiary for expenditures made for one or more of the pur-
poses aforesaid not more that twelve months previous to the date of incurring
such indebtedness or uidest such indebtedness he created for the purpose of
refunding indebtedness herein mentioned.

"(7) It will not declare a~y pay or permit any subsidiary to declare and pay
any dividend or make atly di.tributiom ti()o its stock other than stock divideiids
except out of surplus earnings remaining after deduction of proper charges Tor
depletion and depreciation ciomputed according to good accounting practice
except that the company nuay declare arid pay dividend( or make distributions
front depletion reserves to ar, amount not exceeding the l)rincipal nnrount of the
bonds retired by the compan--: arid cancelled and of the 7 per cent debenture
stock secured by the trust deed between the company aid Royal Exchange
Assurance which shall have been retired and cancelled b - the coml)any sub.
sequent to November 1, 1925, through the sinking fund i)rovided by the said
trust deed.

"(8) It will deuly perform the covenants, terms, arid conditions of the afore-
mentioned trust de d and of aty other mortgage, pledge, or lien lpon its pro-
perties.

"(9) It will keep -;ic.t part of its; property as is u.oally intsured by eolimpaties
engaged in the same buiness .r in the sane location ilsmell taainst loss or damage
to the extent that stch .t o qrty is usually irisurred hy stch other companies aind
will cause every subsidiary t-, keep its property of the same character likewise,
insured. It will apply the proceeds of insurance either ill the repair, restoratioll,
or replacement of tie pr -oj rty damaged (r (lestrolyed arid the acquisitions, (,(iIt
structiot., -id instatlatib sf ,,thier assets. Inl lie i (If such insurance t he comlpany
or its subsidiaries may set acide an(d maintain (lit 'If earnings or surplus 1ll ilnSr-
ance reserve fund.

"(10) Tihat it will n,)t sell or lea&e or otherwise dislme of all or substantilally
all of its property nor comv; datee or merge with any other corporation 1iriless
sulch sale, lease. consolitlati.,m, or merger (or other disp)osition shall be tip)) such
terms that tile pilrehaser. lessee. or other successor ill interest of the coIpayl
or the corporation resulting therefrom shall asslmre and agree to pay the blnds
and coupons according to the terms thereof and of the indentrrre, aid sliall also
assume arid agree to Ois-rve and perform all of the terms, covenants, arid pro-
visions of the indenture and (if the bouds anid coupons."

HISTORY AND BUSINESS

On September 15, 1924. Guaieenheiuin Bros., thrnigirh one of their subsidiaries,
purchased at plrb'ic aictid-r. from the Chilean Government a certain nitrate
deposit in Chile knowr, a- the C-oya Norte lands, paying for tile same ill cash
$3,346,500. On Decen:v-r 2,2. 1924, Anglo-Chilea (Ionsolidated Nitrate Cor-
poration was formed tk-lcr the laws (of the State( of Delaware, arid ininiediatcv
ook over tire Cova Norte lands. The duration of the company's charter is

perpetual. On January 7. 1925. the company agreed to purchase as of January
1, 1925, all the assets J Arrglo-Chilean Nitrate & RIailway Co. (Ltd.), a
British corporation , tereircafter referred to as the "British couipany"), owning
nitrate properties immediately adjacent, to the Coya Norte properties, arid also
owning a railway, with irpextual charter, connecting its plants arid all other
nitrate plants in'the district with the port of Tocopilla, and also valuable water
and port concessions. The British conpanY was incorporated under tire laws
of Great Britain on March 21. ISSS; at tire time of tire acquisition (if its assets by
the conp ary it had ,.,rtsoanding the following capital stock: 550,000 ordinary
shares of a par valze ,,f £1 each (authorized annount, 650,00 shares of £1 par
value each); and 3-50.00W shares of 7 per cent crirurlative arid participating
preference stock of a par value of £1 each (total authorized arnorlrt). The
company completed the taking over of tire Coya Norte lands priehased from tire
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Chilean (o\'rnineit and of the assets of the British cosnpainy on March 17,
1925. It is engaged in the business of operating all the properties so acquired.
The common stock of the company is largely owned by Guggenheim Brc:s., and
the company will be under their active supervision. The company paid to the
British coimpanv for its assets and business as a going concern the sun of £3, 600,-
000 sterling in the form of the company's 7 per cent first-mortgage debenture
stock now outstanding.

Present capitalization of com pany

Issued and outstanding
First mortgage 7 per cent debenture stock --------------------- £3, 600, 000
20-year 7 per cent sinking fund debenture bonds (this issue) .-- $16, 500, 000
Coiminon stock, no par value............... -... shares.. 1, 756, 750

FIRT-MOiITGAGE 7 •PER CENT DEBENTURE STOCK

The company has outstanding £3,600,000 (aproximatel. S17,500,000) of
first-znortgage f per cent debenture stock, the total authorized isse. This stock
is secured by a first mortgage on the railroad concessloiss and equipment anl real
properties of the company; bearing interest at the rate of 7 per cent, callable for
sinking fund at par, callable in whole at any time at 105 upon three months
calendarr) notice; is dated January 1, 1925, and is (lue Jaimary 1, 1950. It is
stcured by trust deed, dated January 20, 1)25, between the c6iipany and the
Royal Exchange Assurance, a corporation organized under the laws of Great
Britain and Ireland, and by an instrument of inortgae dated March 17, 1925.
Such issue is reduced by an aiinual sinking fund of a innnmn anouint of £150,000
sterling per anmiun, comniencing January 1, 1929. The sinking fund is increased
at the rate of 1 shilling for each metric quiintal (220.4) potinds, by which the
anmal production exceeds 276,000 metric tons (2,204 loiinds) of nitrate in any
year, in accordance with a formula specifically described in the said trust deed.
The mortgage securing the debenture stock does not cover any extension to the
railroad or any nitrate grounds or real estate acquired, or to be acquired, after
.anmuarv 1, 1925.

'I'le following table shows the amount of authorized capital stock of the coin-
painy, and cate of issue and the purpose for % which issued:

Summary of a uthori.ed capital stock

7 per cent (omnimon

Date of fillg certificate preferred stock, no
stock, par par value

i value $100 (shares)

Dee, 22, 1924............................................................ $10,000. 000 1,600,000

Nov. 4, 1925 ............................................................ 1, 7M0, 750

I The preferred stock was retired at par in November, 1925.

Summary of issued stock showing purpose for which issued

Per Common -
Date Preferred stock Purposestock (shares)

Dee. 22, 1924 ................................... 10 Issued for cash-Incorporators' hares.
De. 24 192....................... $10.000,00 1,99,990 Issued for properties, rightM, and pro.

cesses acquired from (luggenheim
6, 7 Bros.

Nov. 4, 192 .......................... ............... 1 750 Issued for cast),

?ITRATE RESERVES

It is estimated that the company 's present reserve: of nitrate in the ground will
permit the production under the Guggenheim processes of 260,000 tons per year
for a period in excess of 40 years. These estimates have been based upon extensive
sampling and measurements of the reserves.
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PROPERTIES

'rile Coya Norte lands comprise 35 square miles of nitrate deposits which con.
tain, according to the Government measurements, nitrate in excess of 5,600,000
metric tools (2,204 pounds) without taking into account large quantities of lower.
grade material, unworkable at a profit with the methods heretofore used in the
industry and estimated to amount to an additional 2,000,000 tons of nitrate.

Tie iiitrate deposits of the British company were approximately 60 square miles
in extent and were estimated then to contain approximately 6,000,000 tous of
nitrate. While the area of the holdings of the British company is larger than that
of the Coya Norte properties, operations carried on during the past 35 years
have reduced the contents of the former grounds so that to-day the Coya Norte
grounds contain approximately one-half of the combined reserves of the two
deposits. The British company also owned and operated three plants for the
extraction of nitrate having a combined capacity of about 150,000 tons of nitrate
per year. In addition to the deposits and pliwits, the British company also owiicd
a railway connecting its l)lauts ad' those of all other nitrate companies in file
district with the Port of rocopilla. This railway has approximately 120 miles
of main-line track, exclusive of sidings, etc., and has in the p:st carried an average
revenue-producing traffic of 331,000 tons annually, contributing materially to
the revenues of the company. Full shipping costs on the company's own tonmmge
are included in the company's costs of production. Ill order to facilitate and
cheapen the cost of operating the railway and to increase its capacity it is con-
templated to electrify that section in which heavy grades are met, and also to
build a 30-mile cuit-oft, together with additional rolling stock, yards, piers, and
other purt improvements. The cost of these improvements is estimated to be
$2,700,000.

The company also acquired from the British company and otherwise valuable
water concessions sufficient to insture an adequate supply of water for the conduct
of its operations.

In Tocopilla the company acquired from the British company valuable port
concessions and terminal facilities including piers for the shipment of nitrate as
well as a large number of houses, shops, and large real-estate holdings.

PRODUCTION

ile production of nitrate by the British company for the year 1920-1924,
inclusive, is shown by the following table: Mectric quintals

192C ---------------------------------------------------------- 802, 700
1921 .------------------------------------------------------ 521,548
1922 ------------------------------------------------------- 153, 340
1923 --------------------------------------------------- ------ 532,000
1924 ------------------.--------------------------------------- 957,500

The plants acquired from the British company are operated according to tie
old process and are believed to produce nitrate as cheaply as any plants in Chile
to-day. The Guggenheim engineers have, after more than five years' intensive
experimentation, developed a new method for extraction of nitrate from Chilean
nitrate deposits. The method has been tried out in Chile in a scuicommercial
plant erected for this purpose. This plant was kept in operation for 16 months
and fully confirmed the results obtained in the earlier experimentations. The
process is siml)he to operate and resembles in its major features the operations
of the Chile Copper Co.'s copper leaching plant, developed by Guggenheim engi-
neers under the supervision of E. A. Cappelen Smith, Esq., the president of
Anglo-Chilean Consolidated Nitrate Corporation.

The advantages of the new Guggenheim process as indicated by the results
obtained in the above-mentioned test plant may be summarized as follows:

(a) Whereas the old process recovers not In excess of 55 per cent of the nitrate
contained in the ground, the demonstration plant indicated a recovery by the
Guggenhciru process of approximately 90 per cent.

(b) The tests also indicated that the actual cost of production of nitrate by
the new process would Iprobably I)e less than one-half of that obtaining in the
average nitrate plant to-day.

The company is entitled, without payinent of royalty to use the new Guggen.
helm nitrat, process, whielc has been patented in'the'keplblio of Chile. This
right will exist under present patents and any extensions or improvements
thereto, both in the company's present plants and in those the company may
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construct on its present lands or on unimproved land which may later be
purchased.

The construction of i new plant to employ the Guggenheim process was com-
inenced on the Coya Norte grounds prior to the acquisition of the properties
of the British company, and work upon it has been expedited so that it is expected
that the plant will be completed and put in operation sonic time in the fall of
1926. The program includes not only the actual extraction plant, but in addi-
tion the building of a town for a population of at least 5,000, with waterworks,
sewers, hospitals, schools, and public service buildings of all kinds, all in accord-
ance with the experience developed by Guggenheim companies during many
years of operating properties in Chile. The location of this plant is such that
the major part of all the company's reserves of nitrate-bearing material can be
advantageously treated there. The plant is designed for a minimum production
of 260,000 metric tons of nitrate per year, depending upon the average grade of
nitrate-bearing material which it will be most economical to treat. If it should
be decided more economical to treat higher grade material, then the capacity
of the plant as designed will reach 350,000 tons of nitrate per year. The ques-
tion of the most economical grade of material to be treated is to some extent
dependent upon large-scale tests now under way with mechanical methods of
mining in place of the hitherto universally used hand method. Reports from
the plant received up to date strongly indicate the probability of successful
application of mechanical minhing methods at a marked reduction in cost.

The company therefore estimates that its total productive capacity will be
a mitnmium of 260,000 tons In the new plant and 150,000 tons in the lplalnt now
in operation, or a total minimum capacity of 410,000 tons per year. It will
l)e possible to increase the capacity of the'new plant to a total of 520,000 tolls
of nitrate per year, at an additional expenditure estimated at ahout $5,500,000.

EARNINGS

Anglo-Chilean Nitrate & Railway Co. (Ltd.) was not subject to United States
Federal income taxes. Its earnings for five years available for interest and taxes
and the amount of interest and British income taxes paid were as follows:

I lringl int1ie ' l ritish Net iw lltoll:t
Year lfor 1inh r. Interest l lie ...... 1_,,,reA 11 1111 1 I111 e~ll'lllt I [nTP

t axes I

1920 .......................................... 6t64,244 £13,100 £61,057 £490,087 10s. Id.
1921 ................................................. :08, 944 10, 570 49, 425 2h, N49 .1s. 7M .
1922 ............................................... 13830 8T,224 42,341 1d.
1923 ... ............................................ 258:, 48. .600 71, 146 178, 7391 3S. l1d.
1924 ................................................ 3814,123 8,029 22, 9!, I 333, l100 7s 4d.

Anlo-Chilcean (Wovsolidaltd Nitrate Corpormi, I97:

Operating ineonie . . ......... $1, 1,55, 479. 21
O other income ... . . . .. . . . .. . .... 15, $9... 1.

Total -1................. , 811, 375. :17
Taxes ......... ...------------ 0 c, 51S. 50
Interest.------------------------....... 1, :10, 782. 69
Mlseellaenolms--..... .... .... ... .. . . . . 10, .159. 5
l)cprc.iation ulid depletion -----------.----.-- --. -5165, 707. 00
Deficit --------.---------------------------------------- 203, 092. 47

The principal tax payable in Chile is an export tax, the mniount of which is
it'luded in the conmpmany's costs of production.

II
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DIVIDENDS

Dividends paid by Anglo-Chilean Nitrate & Railway Co. (Ltd.), during the
last 12 years were as follows:

Rate Amount

30 per cent tax 1£270,000
free.

25.per cent tax 225,000
fee.

..-.. do ......... 225,000
30 per cent tax 270, 00

free.
25rrerent tax 225,000

15 percent tax 135,000
free.

Year Capital- Rate Amountizatlon

1919 ........... £900,000 15percenttax £135,000
free.

1920 .......... 900,000 25per cent tax 225,000
I9,OO free.

1921 ........... 900,000 15 percent tax 135,000

1922 ......... 9 000 do. 135,000
1923.......... ,000 ..... do .... 8
1924 ......... 900,000 1 25 per centless 223,000

tax.

No dividends have been paid by the company (Anglo-Chilean Consolidated
Nitrate Corporation) since Its incorporation,

FINANCIAL STATEMENTS

The Anglo-Chilean Nitrate and Railway Company, limited profit and loss account
for the year ended December 31, 199

DEBIT

To administration expenses in London-Being directors' re-
muneration, salaries, rent, office exposes, etc ............

To directors' percentage of profits and tax thereon --------
To telegrams to Chile, law charges and foreign bill stamps..
To auditors' fees --------------------------------------
To service of 4Y2 ner cent consolidated mortgage bonds:

£
10, 876

3, 870
351
131

Interest, sinking fund, etc ----------------------------- 31, 749 0 0
To income tax --------------------------------------- 71, 146 9 4
To stoppage expenses ---------------------------------- 35, 650 15 3

153, 776 9 6
To balance carried to balance sheet ---------------------- 151, 718 8 7

305,494 18 1

CREDIT

By trading profits for the year, after allowing for difference
in exchange ----------------------------------------- 286, 866 7 9

By balance of Interest and discount accounts -------------- 3, 294 13 1
By interest on investments ------------------------------ 15, 191 8 9
By transfer fees ---------------------------------------- 142 8 6

305, 494 18 1

Balance Sheet as of December 81, 1923

ASSETS

Construction and equipment of railway, piers, oficinas and
acquisition of nitrate grounds, etc., less depreciation:
Including cost of additional works, plant and machinery,
etc., and after deducting the sinking fund of the 4% per
cent consolidated mortgage bonds ....................

Working stocks on hand as per inventories at or below cost:
Furniture, tools, animals, carts and £ a. d.

harness ------------------------ 7, 838 17 7
Launches, boats and steam tugs ----- 3, 202 19 7
Fuel and general stores ------------ 100, 448 9 5

£ s. d.
940,785 12 2

111,490 6 7

Year

1913 ...........

1914 ...........

1915 ...........
1916 ...........

1917 ...........

1918 ...........

Capital-
ization

£900,000 I
owl. 000
900,000
900,000
9M, 000
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Plant, machinery and stores in transit at cost ....
Trading stocks on hand as per inventories:

Manufactured nitrate and iodine, and c41iche, at cost..--
Sundry debtors:

For nitrate and iodine sold (since £ a. d.
received) ----------------------- 50, 989 10 8

In London ----------------------- 1,153 11 4
In Chile -------------------------- 9, 023 2 10

Investments, marketable securities at or under cost ---------
Bills receivable, in hand and in transit-.
Cash in hand, at bankers and on deposit: £ s. d.

In London ------------------------ 89,273 5 1
In Chile -------------------------- 13, 339 0 6

Capital authorized:
650,000 ordinary

shares of £ 1 each - -
350,000 7 per cent

cumulative and
participating pref-
erence shares at £1
each

LIABILITIES

£ s.d.
650,000 0 0

350,000 0 0

1,000,000 0 0
Capital issued: £

550,000 ordinary shares of £ 1 each.... 550, 000
350,000 7 per cent cumulative and par-

ticipating preference shares of £1
each ---------------------------- 350, 000

557
£ a. d.

13,981 0 1

111,597 19 11

61, 075
474, 728
178, 225

4 10
5 11
3 5

102,612 5 7

1,994,495 18 6

9. d.
0 0

0 0

4% per cent consolidated mortgage bonds
(repayable 1936):

Total amount authorized ------------ 600, 000 0 0
Issued to date ------------------- 571,800 0 0
Less canceled by operation of the sink-

ing fund ----------------------- 388,900 0 0

Depreciation and general reserve account ................
Fire insurance account ----------------------------
Renewals account ...............................
Bills payable, accepted, and In transit ................
Sundry creditors:

In London ---------------------- 70, 151 16 3
In Chili -------------------------- 9, 787 3 2
Accrued interest on bonds (payable

1924) ---------------------------- 1,371 15 0

Unclaimed bond interest and dividends ..................
Profit and loss:

Balance as per account 31st December,
1922 ---------------------------- 165, 228 9 1

Deduct-
Dividend of 10 per

cent on preference
shares, paid 11th £ a. d.
May, 1923 ---- 35,000 0 0

Dividend of 10 per
cent on ordinary
shares, paid 1lth
May, 1923 - 6---- 55,000 0 0 90, 000 0 0

75,228 9 1

1

£ s.d.
900,000 0 0

182, 900
400, 000
56, 431
82, 777
113, 854

81, 310 14 5
518 2 9
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Profit and loss-Continued. j s. d.
Less corporation profits tax, 1922 5, 244 4 0

69,984 5 1
Add: Balance of profit for the year end-

ing Dec. 31, 1923, as per account (sub-
ject to corporation profits tax, 1923) 151,718 8 7

221,702 13 8
Deduct-

Interim dividend of
5 per cent on pref-
erence shares paid £ s. d.
NGv. 14, 1923-.- 17, 500 0 0

Interim dividend of
5 per cent on or-
dinary shares paid
Nov. 14, 1923.. 27, 500 0 0

45,000 0 0 £ s.d.
176,702 13 8

1,994,495 18 6

Anglo-Chilian Nitrate & Railway Co. (Ltd.) profit and lose account for year ended
December 81, 19R4

DEBITS

Administration expenses in London-Being directors' remu- £ s. d.
neration, salaries, rent, office expenses, etc -------------- 10, 796 8 6

Directors' percentage of profits and tax thereon ------------ 3, 870 19 4
Telegrams to Chile, law charges, and foreign bill stamps..... 376 3 8
Auditors' fees ----------------------------------------- 131 5 0
Service of 4% per cent consolidated mortgage bonds: Interest,

sinking fund, etc ----------------------------------- 8,029 2 1
Income tax ------------------------------------------- 22, 993 12 11

46, 197 11 6
Balance carried to balance sheet ------------------------ 329, 229 15 0

375, 427 6 6

CREDITS

Trading profits for the year, after allowing for difference in
exchange ------------------------------------------- 356, 296 2 6

Balance of interest and discount accounts ----------------- 3, 375 19 9
Interest on investments ----------------------------..--- 15, 592 10 3
Transfer fees ----------------------------------------- 162 14 0

375, 427 6 6

Balance sheet as of December 31, 1924

ASSETS

Construction and equipment of railway, piers, 3ficinas, and
other works and acquisition of nitrate grounds, etc., less
depreciation-Including cost of additional works, plant
and machinery, etc., and after deducting the sinking fund £ s. d.
of the 4% per cent consolidated mortgage bonds ---------- 936, 108 6 4

Working stocks on hand, as per inventories
at or below cost:

Furniture, tools, animals, carts, and £ s. d.
harness ------------------------ 8, 392 15 1

Launches, boats, and steam tugs ------ 2, 832 12 10
Fuel and general stores ------------- 109, 310 11 1

120,535 19 0
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Plant, machinery, and stores in transit at cost..........
Trading stocks on hand. as er inventories at cost: Manufac-

tured nitrate and iodine, and caliche, at cost -------------
Sundry debtors:

For nitrate and iodine sold (since re- £ s. d.
ceived ----------------------- 25,902 5 2

In London ----------------------- 1,645 0 7
In Chi!e ------------------------ 13,411 3 9

lrvestments, marketable securities at or under cost ---------
Bills receivable, in hand and in transit ........
Cash in hand, at bankers, and on deposit: £ s. d.

In London ---------------------- 52,269 15 1
In Chile------------------------ 12,413 15 1

LIABILITIES
Capital authorized:

650.000 ordinary £ s. d.
shares of £1 each. 650,000 0 0

350,000 7 per cent
cumulative and
participating pref-
erence shares of £1
each ------------- 350, 000 0 0

1,000,000 0 0
Capital issued;

550,000 ordinary shares of £1 each---- 550,000 0 0
350,000 7 per cent cumulative and par-

ticipating preference shares of £1 each 350, 000 0 0

Depreciation and general reserve account..............
Fire-insurance account .................................
Renewals account -------------------------------------
Bills payable. accepted, and in transit ...............
Sundry creditors: £ s. d.

In London ------------------------ 55,881 10 9
In Chile ------------------------ 22,828 10 11

Unclaimed bond interest and dividends and unredeemed bonds
Profit and loss: Balance as per account Dec. £ a. d.

31, 1923 .------------------------ 176,702 13 8
Deduct: £ s. d.

Dividend of 10 per cent
on preference shares
paid May 16, 1924
(free of tax) -------- 35,000 0 0

Dividend of 10 per cent
on ordinary shares
paid May 16, 1924
(free of cost) ------- 55,000 0 0

90,000 0 0

86, 702 13 8
Less-Corporation profits tax, 1923 ------- 7,866 4 8

78,836 4 8
Add balance of profits for the year ending

Dec. 31. 1924, as per account (subject to
corporation profits tax, 1924) ---------- 329, 229 15 0

408,065 19 8

£
23, 113

178, 670

559

40.958 9 6
321.174 0 11
232.725 9 2

64,683 10 2

1,917,970 10 7

900,000
400,000

58, 195
41,491

118, 860

78,710 1 8
2,646 19 5
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Deduct-
Interim dividend of 10

per cent on preference
shares paid Nov. 19, £ s. d.
1924 -------------- 35,000 0 0

Interim dividend of 10
per cent on ordinary
shares paid Nov. 19,
1924 -------------- 55,000 0 0 £ s. d

90,000 0 (
£ s.d.

318,065 19 8

1,917,970 10 7

Anglo-Chilean Consolidated Nitrate Corporation statement of income for the year
ended December8l, 1925

Net operating income ------------------------------------- $1, 655, 479. 21
Other income from interest, discount, etc --------------------- 158, 896. 16

1,814, 375.37
Charges against income:

Interest-
On first mortgage debenture stock (in-

cluding payment for Jan. 1, 1926)-- $1, 223, 574. 36
On sinking fund debenture bonds ----- 157, 208. 33

1, 380, 782. 69
Taxes --------------------------------- 60, 518. 50
Amortization of bond discount ------------ 8, 868. 75
Miscellaneous ------------------------... 1,590. 90

1,451,760. 84

Net income to surplus account -------------------- 362, 614. 53

Surplus account for the year ended December 81, 1925

Net income for 1925 as above ---------------------------- 362, 614. 53
Less:

Depreciation for year ------------------ $493, 039. 39
Depletion deductions for year ------------- 72, 667. 61 565, 707. 00

Deficit Dec. 31, 1925 --------------------------------- 203, 092. 47
Depletion reserve Dec. 31, 1925 ---------------------------- 72, 667. 61

Net deficit Dee. 31, 1925 ---------------------------- 130, 424. 86

Balance sheet as of December 81, 1926

ASSETS
Current and working assets:

Cash -----------------------------------------------
Call loans ...........................................
Nitrate and iodine on hand, at cost ....................
Materials and supplies at cost ---------------------
Accounts receivable -----------------------------
Investment in marketable securities ---------------------
First mortgage debenture stock in treasury ..............

$1, 383, 241. 43
7. 200,000. 00

922, 344.96
2, 024, 73& 02

230, 051.42
407, 370. 62
143, 219.65

Total current and working assets -------------------- 12, 310, 966. 10
Deferred charges:

Undistributed items in transit ------------ $873, 693. 95
Bond discount ------------------------- 1, 055, 381. 25

Total deferred charges ------------------------------ 1, 929, 07& 20
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Fixed assets:
Property, including nitrate deposits and

lands, at cost ------------------------ $19, 363, 227. 03
Construction and equip-

ment ---------------- $3, 094, 589. 97
Less reserve for deprecia-

tion ------------------- 493, 039. 39
2, 601, 550. 58

License under Guggenheim nitrate process
patents, at cost ---------------------- 550, 000. 00

Organization and investigation expenses... 205, 871.61

Total fixed assets ----------------------------------- $22, 720, 649. 22

86. 960, 690. 52
LIABILITIES

Current liabilities:
Accounts payable .....................
Unpaid sight and letter of credit drafts .... - -
Accrued interest-7 per cent sinking fund

debenture bonds ----------------------

524, 758. 16
590, 522. 24

192, 500. 0(

Resei ve for employer's liability -----------------------------
Funded debt:

First mortgage debenture stock, £3, 600,000
(due Jan. 1, 1950) ------------------ 17, 518, 500. 00

20-year 7 per cent sinking fund debenture
bonds (due Nov. 1, 1945) ------------ 16, 500, 000. 00

Total funded debt .......
Capital and surplus:

Common stock-authorized and issued 1,756,750 shares of
no par value ----------------------------------------

Deficit: From operations ---------------- $203, 092. 47
Depletion reserve ------------------------ 72, 667. 61

DEPRECIATION AND DEPLETION

1,307, 780. 40
8, 084. 98

34, 018, 500. 00

1, 756, 750. 00

130, 424. 86

36, 960, 690. 52

The company's policy of depreciation is to estimate the life of the various
units comprising the property and to deduct for each unit an annual amount
determined by the number of years at which the life of such unit is estimated.
The company's policy with respect to depletion is t deduct 10.3412 cents per
metric quintal of nitrate recovered from the lands acquired from the British
company; on lands purchased from the Chilean Government, the rate is 6.5928
cents per metric quintal of nitrate recovered.

AGREEMENTS

Anglo-Chilean Consolidated Nitrate Corporation agrees with the New York
Stock Exchange as follows:

Not to dispose of an integral asset or its stock interest in any constituent,
subsidiary, owned or controlled company, or allow any of said constituent, sub-
sidiarv. owned or controlled companies'to dispose of an integral asset or stock
interest in other companies unless for retirement and cancellation, without
notice to the stock exchange.

To publish statement of earnings semiannually.
To publish once in each year and submit to the stockholders, at least 15 (lays

in advance of the annual meetings of the company, a statement of its financial
condition, a consolidated income account covering the previous fiscal year; and
a consolidated balance sheet showing assets and liabilities at the end of the year;
or an income account and balance sheet of theparent company and of all consti-
tuent, subsidiary, owned or controlled companies.

To maintain in accordance with the rules of the stock exchange, a transfer
office or agency in the Borough of Manhattan, city of New York, where all listed
securities shall be diretly transferable, and the principal of all listed securities
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with interest or dividends thereon shall be payable; also a registry office ini the
Borough of Manhattan, city of New York, otier than its transfer otfi'e or ageticy
is sail city, where all listed securities shall be registered.

To notify the stock exchange 30 days in advance of the effective (late of any
change in the authorized amounts of listed securities.

Not to make any change in listed securities, of a transfer agency or of a registrar
of its stock, or of a trustee of its bonds or other securities, witholit tile apiprval
of the conmittee o l stock list, and not to select as a trustee an officer or directorr
of the coml)aly.

To notify the stock exchange in the event of the issuance or creation ill any
form or manner of any rights to subscribe to, or to be allotted, its securities, or
of any other rights or benefits pertaining to ownership) in its securities, so as to
afford the holders of its securities a l)rol er period within which to record their
Interests, and that all rights to subscribe to or receive allotments and all other
such rights and benefits hall be transferable; and shall be transferable, pay-
able, and deliverable in the Borough of Manhattan, city of New York.

To notify the stock exchange of the issuance of additional amounts of listed
securities, And make immldiate application for the listing thereof.To imlbilh promptly to holders of listed bonds and stocks any action in respect
to interest on bonds, (lividends on shares, or allotment of rights for subscription
to securities, notices thereof to be sent to the stock exchange, and to give to the
stock exchange at least ten days' notice in advance of the closing of tie transfer
books or extensions in so far as listed securities are concerned, or tile taking of a
record of holders of listed securities for any purpose.

GENERAL

The fiscal year of the company ends on December 31.
The annual meeting is held on the third Monday in May at the office of the

company, 120 Broadway, New York City.
The directors (elected anually) are: Agustin Edwards, chairman, Valparaiso,

Chile; E. A. Cappolen Smith, Murry Guggenheim, S. R. Guggenhelm, Simon
Gupgenheimn, W. E. Bennett, C. Lal)r Burdiek, Charles D. Hilles, S. W. How-
land, J. K. MacGowan, Paul II. Mayer, and Carroll A. Wilson, all of New York
City, N. Y.; Carlos Aldunate Solar, Santiago, Chile; A. C. Burrage and Riissell
Burrage, Boston, Mass.; Alfred Ilouston, Santiago, Chile.

The officers are: President, E. A. Cal)Mel nlith; first vice president, J. K.
MacGowan; vice president, Paul II. Mayor; secretary and treasurer, W. E.
Bennett; comptroller, J. A. Endweiss; assistant secretary, IT. R. Lullnian;
assistant treastirers, J. C. Rentond and F. N. May.

The place for payment of principal and interest, is the office of Bankers 'rust
Co., 14 Wall Street, New York City, where the bonds are also registerable as to
principal only. The place for the interchange of bonds of either denomination
as well as the exchange of temporary bonds for definitive bonds and stock cer-
tificates is Bankers Trust Co., 14 Wall Street, New York City.

ANGLO-CHILEAN CONSOLIDATED NITRATE CORPORATION,
By E. A. CAPPELEN SMITH, President.

This committee reconinends that the above-described $10,500,000 20-year 7
per cent sinking fund debenture coupon bonds, due November 1, 1945, included
in Nos. M-1 to M-16,500, for $1,000 each and D-1 to D-33,000, for $500 each
(and copoun bonds of one denomination issued in exchange for coupon bonds of
another denomination) be admitted to the list on official notice of issuance in
exchange for outstanding temporary bonds, in accordance with tile terms of this
application.

ROBRT l~sNchairman.

HARRISON S. MARTIN,
First Assistant Secretary.

Adopted by the governing committee, March 24, 1926.



SALE OF FOREIGN BONDS OR SECURITIES 563

1UIli1 CHEMICAL CORPORATION

(Iluihrchienik Aktiengesellschaft organized under tile laws of Germany, Novem-
ber 4, 1927)

Six per cent sinking fund mortgage bonds, series A, dite April 1, 1948

Original listing definitive bonds: The total amount autl'oized is up to two-
thirds of the cost or fair value of jserniatient additions provided net earnings
during a specified time shall have been at least three times annual interest charges
on both the outstanding and the proposed bonds.

Total authorized aniount of this issue of series A bonds. $4, 000, 000
Retired through operation of sinking fund ------------------------ 422, 000
Aniount outstadiling -----------.....---..--- - - -.. .. 3, 578, 000
Total listing applied for-... ...... .. .. .. .. .... .. .. - - 3,578,000

Approved June 30, 1928, by the supervisory Board Aufsihtsrat) of the
company which, unuer the laWs of Gernlany and the articles of association of
the oinipany, is duly enipowered to aplrov the issue Iy the col)aily. Ap-
proval of the Prussian ministry of connerce was given by indorseinent upon
the corporation's consent for the recordation of the dollar inortgage securing
the boulds.

Indenture and SUipleinental indenture dated as of April 1, 1928. No other
authorization riltire(d.

Capital securities as of June 30, 1930

[One relchsmark=23.8 cents)

SStockI Per value Authorized Authorized Previouql, Ou.....
"Stock per share by charter for Issuance listed Outstanding

Reicllmarksl Relchsniarks Rdchsuaarkn I4dehsinarks
.(lstoc................... 1,000 27,000,000 27,000,000 . one. 27,000,000

NOT,.--Of the total of rehchstnarks 27,000,000 par value outstanding 33 j per cent is paid up, the balance
is (tie and tile right to demand and receive payment is pledged with the German trustee for the bonds.

Itr'Amount Previ-SInter-! Amount Amoount
Bonus Date of final eat authorized unt Amount ousl.Date of Isue maturity for issue issue utstanding lslypirate t fo lm e istedl

Funded andlong-term
debtedness: "

Ruhr Chemical Cor- I
poration 1; per cent Per I
sinking fund mort- cent
gagebonds.seriesA.: Apr. 1, 192 Apr. 1,1948 0 '$4,000,000$4,000,0001 $3,789,000 None.

Ruaur Chemical Cor.'
Iiration 8 per cent i
loan ............... July 1, 1929 July 1,1935 8. 3,000,000; 3,000,000 J,(00,000 None.

Accounts payable I
1931-32 ................................................. .......... .......... 841,200,000

I As of June 30, 1930.
2 Contingent additional interest payable from Oct 1, 1932, in each year.
I Half of the amount payable ou Oct. 1, 1931, and the balance on Oct. 1, 1932.
4 Itechsmarks.

NEW YORK, N. Y., June 19, 1931.
Ruhirchende Aktiengesellschaft (Ruhr Chemical Corporation), hereinafter

called the company, a corporation orga sized under German law, hereby makes
application to list on the New York Stock Exchange $3,578,000 principal amount
(being the total amount outstanding) of its 6 per cent sinking fund mortgage
honds, series A, due April 1, 1948 (hereinafter called bonds), in definitive form,
included in nlmbers M-1 to M-4000, in the denomination of $1,000 each, which
are istmed and outstanding in the hands of the public.
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AUTHORITY FOR ISSUE

The series A bonds are issued under and secured by an indenture and a supple-
mental indenture, printed in English, dated as of April 1, 1928, and executed by
the company and International Acceptance Trust Co., New York, now the Bank
of Manhattan Trust Co., New York, American Trustee & Deutsche Kredit-
sichcrung Aktiengesellschaft, Berlin, Germany, German trustee, pursuant to
a contract dated as of April 18, 1928, between the company and Dillon, Read & Co.

Said indenture and supplemental indenture were executed on behalf of the
company by George E. Dix, duly authorized representative of the corporation act-
ing under a power of substitution executed by Dr. Fritz Mueller, duly authorized
representative of the corporation acting pursuant to a power of attorney executed
by two members of the executive board (Vorstand) of the corporation. The
members of said executive board are duly authorized under the laws of Germany
and the articles of association of the company to bind the company in all matters.
Tie approval of the supervisory board (Aufsiehtsrat) of the company is not
necessary to make said indenture the valid obligation of the company, such
approval being, under German law, purely a matter of internal responsibility.
The entry of the dollar mortgage securing the series A bonds was approved by
the Ministry of Commerce of Prussia and the approval indorsed on such dollar
mortgage on May 9, 1928. No further authority was necessary to validate the
series A bonds.

PURPOSE OF ISSUE

The proceeds from the sale of the bonds were used by the company to furnish
a portion of the funds required for the construction of the company's plant.

OPINION OF COUNSEL

The legality and validity of this bond issue has been passed upon by Cotton,
Franklin, Wright & Gordon, of New York, and Dr. Friedrich Kempner ,of Berlin,
Germany.

DESCRIPTION

The bonds are in definitive form. The bonds are in the English language,
are dated April 1, 1928, mature April 1, 1948, and are subject to redemption as
hereinafter described. The bonds are in coupon form, in the denomination of
$1,000, registerable as to principal only at the principal office of the American
trustee, in the Borough of Manhattan, the city of New York. The total
authorized issue of the bonds is $4,000,000 principal amount, and the total author-
ized amount has beev authenticated by the American trustee and delivered.

The bonds bear interest from April 1, 1928, at the rate of 6 per cent per annum,
payable semiannually on the lot day of April and the 1st day of October in each
year. Principal of, and interest on, the bonds are payable in gold coin of the
United States of America of, or equal to, the standard of weight and fineness
existing on April 1, 1928, at the principal office of Dillon, Read & Co., or its suc-
cessor as fiscal agent, in the borough of Manhattan, the city of New York.
Principal and interest and all other payments with respect to the bonds or the
indenture are payable without deduction or diminution for any taxes, past,
present, or future, of the German National Government or of any German state,
muniial, or other governmental subdivision or German taxing authority, and,
in every case, so far as lawfully possible, such payments shall be made in time of
war as well as in time of peace and irrespective of the nationality of the person,
firm, or corporation entitled to receive such payments, and irrespective of any
regulation, treaty, or convention of the German National Government or any
subdivision thereof or of any other authority. If the company shall be required
by law to deduct any such taxes from any such payments, which taxes the com-
pany may not itself legally assume and pay, the amount of such payments is to
be so increased that the net amount payable, after such deduction, shall be equal
to the full amount stipulated in the bonds and in the indenture.

Principal, premium, if any, and Interest are also collectible, at the option of the
bearer or registered owner in London, England, at the office of M. Samuel & Co.
(Ltd.), in pounds sterling, or in Amsterdam, Holland, at the offices of Mendelssohn
& Co. Amsterdam, and Nederlandsche Handel-Maatschappij, in Dutch guilders,
or in Zurich, Switzerland, at the office of Credit Suisse, in Swiss francs, in each
case at the buying rate in London, or Amsterdam, or Zurich, as the case may be,
for sight exchange on kew York City on the day of presentation of the bonds
and/or coupons for collection.
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The definitive bonds have been executed in the name of the company by George

E. Dix, duly authorized representative of the company, and authenticated by
the certificate of International Acceptance Trust Co., New York, American
trustee, endorsed thereon. The interest coupons attached to the bonds bear
the facsimile signature of Fritz Mueller, duly authorized representative of the
company.

SECURITY

The bonds are the direct obligation of the company and in the opinion of coun-
sel, are secured by:

(a) A mortgage lien on the plant owned by the company, and
(b) The obligation of the stockholders of the company to pay to the German

trustee upon demand in case of default under the indenture, the unpaid balance
of their stock subscriptions. The capital stock of the company amounts to
27,000,000 reichsmarks ($6,426,000) par value, all of which has been subscribed
for and on which 9,000,000 reichsmarks has been paid. The balance of 18,000,000
reichsniarks ($4,28.4,000) is due and the right to demand and receive payment of
such balance has hten pledged, by assignment to l)eutsche Kreditsicherung
A. G., Berlin, the German trustee, is additional security, for the series A bonds.
The German trustee has the right to enforce such payment at any time in case of
default under the indenture and the stockholders have agreed to make such
payment in dollars at par of exchange, upon demand of the German trustee.

The company's capital stock is now held by 26 companies controlling about 70
per cent of the coke-oven gas production of the entire lRuhr district. These
companies also control about 70 per cent of the estimated reserves of recoverable
coal in this district which at the present rate of production should last several
hundred years. The aggregate net worth of 15 of said stockholder companies,
owning 81.2 per cent of the company's capital stock, as shown by their respective
most recent balance sheets (which balance sheets are of different dates) is in
excess of $538,671,588; the aggregate of the net earnings of each such stockholder
companies for its last fiscal year (which fiscal years end on different dates) as
shown by its published earnings statement is in excess of $23,013,288.

The following companies own 65.98 per cent of the Ruhr Chemicd Corporation
stock outstanding, which is distributed tnonv them as follows:

Percentage of Unpaid balance
total stock of subscription

ownedk price pledged
Owned with trustee

Per cent
United Steel Works Corporation .......... .......................... 32.13 $1,383,672.50
Harpen Mining Corporation ....................................... 0. 21 437,444.00
Frederick Krupp Corporation ................................... 4.80 205,632.00
Good Hope Steel & Iron Works ................................... 4.65 199,134.60
Mannesmann Tube Corporation ........................................ 4.5 196,27& 60
Hoesch.Koln.Neuessener Mining Corporation ........................... 7.41 317,492.00
Mathias Stinnes Mining Co .......................................... . 2. 20 94,248 00

I 65. 98 2,833,901.70

There are now listed on the New York Stock Exchange the 6% per cent sinking
fund mortgage gold bonds series A and C, the 6% per cent sinking fund debentures
series A, of the United Steel Works Corporation and the 7 per cent sinking fund
mortgage gold bonds of the "Rheinelbe Union" assumed by United Steel Works
Coporation; the 6 per cent gold mortgage bonds of Harpen* Mining Corporation
and the 7 per cent sinking fund mortgage gold bonds of Good Hope Steel & Iron
Works.

(c) The company has also pledged under tile lien of the supplemental indenture
for the benefit and securities of series A bonds all rights, licenses and interests of
the company under a certain agreement executed November 10 and 11, 1927, with
Geselilschaft fuer Linde's Eismaschinen A. G. and with Concordia Bergbau
A. G., and has convenanted to pledge tinder the lien of the supplemental inden-
ture all licenses, patent rights, processes or other rights, which it shall acquire.
The more important franchises, patents and processes owned by the company
are as follows:

A license for the use in Germany of the pro( -s and machinery for the produc-
tion of hydrogen and nitrogen from coke oven gas for the syntheses of ammonia
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which are covered by German patent No. 301,984 expiring November 21, 1936.
The license agreement among other things provides;

1. For instruction of the company in improvements, changes and rearrangement
of the process.

2. That if improvement3 which come under the license are patented, the
company has the right to receive a license under such patents after the expiration
of the patent No. 301,984.

3. That the company receive the license under conditions at least as favorable
as any other licensee.

The company has also acquired rights in Germany to the Casale process for
the production'of synthetic ammonia from hydrogen and nitrogen. The license
covering this process was granted by Ammonia Casale S. A. of Lugano, Switzer-
land to a group of German companies and the license has been assigned to Ituhr
Chemical Corporation. The term of license is for the life of German patent No.
374,773 (one of the two main Casale patents) which expires on October 12, 1939.
The other important Casale patent No. 374775 expires April 30, 1939. It is
further provided the company has the right to obtain a license for changes and
improvements patented by Casale, but in the absence of agreement, on payments
determined by arbitration.

It is also provided that if Casale grants more favorable licenses to others in
the future, the company's license is to be changed accordingly.

FUTURE ISSUES

The indenture provides that whenever the company i shiall acquire, by construe.
tion, purchase, merger or consolidation or otherwise aiid shall subject'to the lien
of the Indenture, any- permanent additions, additional bonds(1 may be issued at
any time, up to two-thirds of the cost or fair value, whichever shall be less, of
such additional fixed assets to be subjected to the lien of the indenture, but on]l
if net earnings, after depreciation, * * * amid all other charges except interest
and profits taxes, for 12 consecutive months out of the 15 months immediately
preceding the application for issuance shall have beena equal to at least three times
annual interest requirements on all bonds to be outstanding under the indenture
after such proposed additional issue; additional bonds may also be issued
subject to the foregoing earnings restrictions, against the deposit of an amount
in cash equal to the principal amount of bonds so to be issued such cash to be
withdrawn at any time thereafter up to two-thirds of the cost or fair value of
such additional fixed assets; upon the retirement of bonds theretofore issued
under the indenture (otherwise than through the series A sinking fund so long
as series A bonds shall be outstanding) a like principal amount of bonds may
be issued in substitution therefor.

Sinking fund.-The Supplemental Indenture dated April 1, 1928, contains the
following provisions:

ARTICLE III

SINKING FUND

Section 1. The company covenants and agrees that it will pay to the fiscal
agent, so long as any series A bonds shall be outstanding, as and for a sinking
fund for series A bonds, on October 1, 1929, and on each October 1, hereafter, to
and including October 1, 1947, the sum of $106,000, and on April 1 1930, and on
each April 1 thereafter to and including April 1, 1947, the sum of $l05,000.

Section 2. The moneys so paid into the sinking fund for series A bonds shall
be applied by the fiscal agent to the redemption of series A bonds by lot on the
respective interest payment dates upon which said payments are due, pursuant
to section 1 of this Article III, at the principal amount thereof plus accrued Inter-
est to such redemption date, in the manner provided below. All such moneys
shall be held by the fiscal agent for the payment of the series A bonds thus desig-
nated for redemption.

The fiscal agent shall, prior to March 1 and prior to September 1 of each year,
select by lot, in any usual manner approved by It, in its discretion, series A bonds
for redemption, equal in principal amount to the amount of the next ensuing pay-
ment due on account of said sinking fund, as above provided, and shall call said
series A bonds for redemption on said next ensuing interest payment date by
causing notice of such redemption to be mailed to the American trustee and to
be published in the name of the company once a week for at least four successive
weeks preceding such redemption date in two daily newspapers, selected by the
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fiscal agent, printed in English, publ:shcd and of general circulation in the
borough of Manhattan, city of New York, the first publication to be not less than
30 and not more than 35 days prior to such redemption date, which notice shall
state the numbers of the series A bonds designated for redemption. The fiscal
agent shall cause a similar notice to be mailed, postage prepaid, at least 30 days
prior to such redemption date, to each registered owner of series A bonds desig-
nated for redemption whose address shall appear on the transfer register, which
shall be open to inspect;on by the fiscal agent at any reasonable time. Failure
to give such mailed notice or any irregularity therein, however, shall not affect
the validity of any redemption proceedings.

The fiscal agent may, in its discretion, also give notice of any redemption by
one or more publications in such other newspapers in the United States of
America, Canada, or Europe as it may deem proper. Failure to give any such
additional published notice or any irregularity therein, however, shall not affect
the validity of any redemption proceedings.

Section 3. Notice of such redemption having beenm duly given, as hereinbefore
)rovide(t, and the sinking fund payment necessary to pay the redemption price

having been deposited with the fiscal agent on or before the redemption (late,
the series A honds so designatedd for redemption shall on the date and at the place
designated in such notice become (ue and payable oP. the redemption price here-
inbefore in this Art;clc III set forth, and front and after the (late of redemption
so designated, unless default shall be made in the payment of the redemption
price of said bonds, interest on said bonds so designated for redemption shall
cease, and on presentation and surrender of said bonds specified in the notice of
redemption, in accordance with said notice, with all appurtenant coupons matur-
ing after said redemption date, said bonds shall be paid at redemption price. All
unpaid interest instalments represented by coupons which shall have matured
on or prior to said redemption date shall continue to be payable to the bearers
severally and respectively, and th redemption price payable to the holders of
the series A bonds l)resented for redemption shall not'include such unpaid instal-
ments of interest represented by coupons unless coupons representing such
instalments shall accompany the series A bonds presented for redemption.

Section 4. All series A bonds, together with the unmatured coupons thereunto
appertaining, redeemed for the sinking fund for series A bonds, shall be canceled
by the fiscal agent and after such cancellation shall 1e delivered to the American
trustee, which shall make notation thereof on its records, and no such bonds shall
be reissued nor shall any bond.i of any series be issued in exchange therefor or in
lieu thereof so long as any series A bonds shall be outstanding. Such canceled
bonds and coupons shall be held, or disposed of, by the American Trustee as the
company may in writing direct. The American trustee shall be entitled to ac-
cept a certificate from the fiscal agent that such bonds and coupons have been
duly canceled as conclusive evidence of the fact of such cancellation and shall
be fully protected in relying thereon.

Redemption of bonds.-It is provided in Article V of the Indenture as follows:

ARTICLE V

REDEMPTION OF BOIDS

Section 1. The provisions of this section 1 shall govern the redemption of all
bonds of all series (otherwise than for any sinking fund for any series), provided
that, as to any series, different provisions for the redemption of bonds thereof
are not made in such bonds or in any supplemental indenture executed in con-
nection therewith. The company shall give written notice of its Intention to
redeem any bonds of any series which by their terms are redeemable (otherwise
than by operation of any sinking fund for such series) at the option of the com.
pany, and of the series and principal amount thereof to be redeemed, to the
paying agent for such series of bonds, at least 50 days prior to the date upon which
such redemption is to take place, and shall request such paying agent to give due
notice thereof as herein provided. Thereupon notice of such redemption of
bonds shall be mailed to the American trustee and shall be published by such
paying agent once a week for four successive weeks in two daily newspapers
selected by such paying agent, printed in English, published and of general cir-
culation ih the borough of Manhattan, city and State of New York, the first
publication to be not less than 30, nor more than 35 days prior to the redemption
date designated. If part only of any series of bonds is to be redeemed, such
notice shall state the numbers of the bonds of such series designated for re-
demption, determined as hereinafter provided. Such paying agent shall cause
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similar notice to be mailed postage prepaid, at least 30 days prior to such redemp.
tion date, to each registered owner of bonds designated for redemption whose
address shall appear on tile transfer register, which shall be open to inspection
by all paying agents at any reasonable time. Failure to give such mailed notice,
or any irregularity therein, however, hall not affect the validity of any redeinp.
tion proceedings.

Such paying agent, may, in its discretion, also give notice of any such redemp.
tion by one or more publications in such other newspapers in the United States
of America, Canada or Europe as it may deem proper. Failure to give any such
additional published notice or any irregularity therein, however, shall not affect
the validity of any redemption proceedings.

li case the company sh4ll advise the paying agent for any series of bonds then
outstanding which is redeemable in part (otherwise than through operation of
any sinking fund for such series) that it has elected to call for redemption a part
only of such series, such paying agent shall thereupon select by lot, in any usual
manner approved by it, in its absolute discretion, the particular bonds of such
series to be so redeemed. The company and the trustees shall be entitled but
shall not be required to have representatives present at any drawings of bonds
for redemption.

The cost of all notices published and/or in died by any paying agent under any
of the provisions of this indenture shall be paid or reimblrsed to such paying agent
by the company on demand.

Notice of any" redemption having been duly given and the funds sufficient to
redeem the bonds so designated for redemption having been duly deposited with
the paving agent for such bonds, the bonds so designatd for redemption shall, on
the date and at the place designated in such notice, become due and payable at
the applicable redemption price set forth in said bonds, and from and after the date
of recemption so designated, unless default shall be made in the payment of the
redemption price of said bonds, interest on the bonds so designated for redemption
shall cease (except as may be otherwise provided in any supplemental indenture)
and on presentation and surrender of the bonds specified in the notice of redemp-
tion, in accordance with said notice, with all aplpurtenant coupons maturing after
said redemption (late, said bonds shall be paid at said redemption price. If
not so paid on presentation thereof, interest shall continue to be payable on the
bonds, at the respective rates of interest borne by such bonds, until such bonds
shall be paid. All unpaid interest installments represented by coupons which shall
have matured on or prior to said redemption date shall continue to be payable to
the bearers se:erally and respectively, and the redemption price payable to the
holders of the bonds presented for redemption shall not include such unpaid
installments of interest represented by coupons, unless coupons representing such
installments shall accompany the bonds presented for redemption.

All bonds redeemed pursuant to tile provisions of this Article V, together with
the appurtenant coupons, shall be canceled forthwith by the paying agent at
whose office such bonds were surrendered for payment or collection and shall be
delivered to the American trustee, which shall make notation thereof on its
records. Such cancelled bonds and coupons shall be held or disposed of by the
American trustee as the company mnav in writing direct.

Section 2. Upon payment to the American trustee of an amount sufficient to
redeem at the applicable redemption price set forth in the bonds, respectively,
and/or to pay, all outstanding bonds upon the next succeeding date or dates upon
which the bonds are redeemable and/or payable, and upon furnishing the American
trustee with proof that notice of redemption of all bonds to be redeemed has been
duly given in accordance with the applicable provisions of this indenture,the
bonds and any supplemental indenture (or provision for such notice made in a
manner satisfactory to the American trustee), and on payment to the trustees and
and paying agents of all costs, charges and expenses in relation hereto, the trustees,
at the written request and cost of the company, shall by proper instruments,
release unto the company all of the assets and property mortgaged and pledged,
and shall cancel and satisfy this indenture.

Out of the moneys deposited with the American trustee for the redemption or
payment of outstanding. bonds of a particular series, such trustee shall pay either
to, or upon the order of, the paving agent for the service of the bonds of such series,
from time to time, upon delivery to such trustee of the bonds of such series, an
amount equivalent to the redemption price or amount payable at maturity, as
the case may be, of the bonds of such series so delivered, or, upon the written
request of such paving agent, such trustee shall thereafter act as paying agent in
respect of redemption or payment of the bonds of such series, or such trustee and

I
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such paying agent may make such other arrangements in respect of the redemption
or payment of the bonds of such series as may be mutually satisfactory to such
trustee and paying agent.

In case the American trustee shall, upon written request of the paying agent for
the service of the bonds of a particular series, act as paying agent in respect of the
redemption or payment of the bonds of such series, such trustee shall make such
payments out of the moneys deposited with it for the redemption or payment of
the bonds of suich series as if said trustee had been appointed paying agent here-
under, and all of the provisions of this Article V in respect of the protection and
duties of such paving agent shall apply to such trustee.

Section 3. The company may purchase any of the bonds with moneys other
than those depositied witlh any paying agent for the redemption of bonds or for
the account of any sinking fund for any series of bonds and, from time to time
may surrender any bonds so purchased to the American Trustee, which shl
thereupon cancel said bonds together with any coupons appertaining thereto
and shall make notation thereof on its records and shall hold, or dispose of, such
canceled bonds and coupons as the company may in writing direct.

Except as otherwise provided in any supplemental indenture, no such purchase
or cancellation of bonds shall reduce In any way any amount required to be paid
to, or deposited with, any paying agent by the company for account of any sink-
ing fund or purchase fund.

Section 4. The trustees shall be entitled to accept a certificate of any paying
agent or of any other depositary duly designated in any bonds or any indenture
supplemental hereto as to the deposit with it of any funds under this Article V
and shall be fully protected in acting on such certificatee"

Default.-It is'provided in Article VIII of the indenture as follows:

ARTICLE VIII

REMEDIES OF TRUS5'"'5,8 AND BONDHOLDERS

Section 1. In case one or more of the following events, herein termed "events
of default," shall happen, that is to say:

(a) Default shall be made in the due and timely payment of interest on any of
the bonds, when the same shall become payable, as therein and herein or in any
indenture supplemental hereto expressed; or

(b) Default shall be made in the due and timely payment of principal of any
of the bnnds, or the premium thereon, if any, when'the same shall become due and
payable, either at maturity, by call for redemption or otherwise; or

(c) Default shall be made in the due and timely payment of any installment of
any sinking fund provided for any series of bonds; or

(d) Default shall be made in the observance of any of the other covenants on
the part of the company in any of the bonds or in this indenture or in any inden-
ture supplemental hereto expressed, and the company shall not remedy such de-
fault within 30 days after written notice of such default, requiring the company
to comply with the covenant or agreement in respect of which it is so in default,
shall have been served upon the company by the trustees or either of them, who
shall serve such written notice at the request of the holders of one-fourth in prin-
cipal amount of the bonds then outstanding; or
. (e) Default shall be made in the due and timely payment of interest or prin-
cipal of any funded debt of the company or in the due and timely payment of any
installment of the sinking fund provided for any funded debt of the company; or

(f) The company shall become insolvent or shall fail to meet its debts as they
mature or any bankruptcy proceeding (Konkursverfahren) or any proceeding
pursuant to the law of July 5, 1927, concerning compositions to avoid bankruptcy
(Gesetz ueber den Vergleich zur Abwendung des Konkurses vom 5. Juli 1927)
shall be instituted by or against the company; or

(K) The company shall make a general assignment for the benefit of creditors; or
The affairs of the company shall, without the consent of the American

trustee (which consent the American trustee may give or withhold in its absolute
discretion without liability to any one), be placed directly or indirectly in the
control of any committee of creditors.

Then the American trustee may, and upon request in writing by the holders of
a majority in principal amount of the bonds then outstanding shall, declare the
principal of all the bonds, if not already due, to be forthwith due and payable,
and upon such declaration the same shall become due and payable immediately.
This provision, however, is subject to the condition that if, at any time after the
principal of the bonds shall have been so declared due and payable and before
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the recovery by the trustees, or either of them, of final judgment or decree under
this indenture, the principal of all bonds then due and payable otherwise than
solely by reason of such declaration and all arrears of interest upon all of the bonds,
with interest on overdue instalments of principal and interest at the same rates,
respectively borne by the bonds on which such principal and interest are overdue,
together with the reasonable compensation and all charges and expenses of the
trustees, the paying agents, and their respective agents and attorneys shall have
been paid by the company, and all other defaults under the bonds orany of them,
or under this indenture or any indenture supplemental hcr':to shall have been
made good to the satisfaction of the trustees, then and in such case the holders
of a majority in amount of the bonds then outstanding, by written notice to the
company and to the trustees, may waive such default and its consequences;
but iio such waiver shall extend to or affect any subsequent default or impair
any right consequent thereon,

SWc. 2. In case of the happening of an event of default specified in section 1
of this Article VIII, or in any supplemental indenture, then and in each and every
such case, such default subsisting the trustees may proceed to protect and enforce
their rights and the rights of the bondholders under this indenture by any ap-
propriate form of legal proceeding, whether for the specific performance of any
covenant or agreement contained herein, in aid of the execution of any power
herein granted, for any foreclosure or enforcement of any mortgage or land charge
constituting a part of the lien hereof and/or for the enforcement of any proper
remedy, as the trustees, being advised by counsel, shall deem most effectual to
protect and enforce the rights aforesaid. Upon the happening of any such event
of default the German trustee as representative (Vertreter) of the bondholders
pursuant to section 1189 of the German Civil Code and/or as owner of any land
charge will, upon the written request of the American trustee, exercise its rights
as such representative and/or owner for the protection of the bondholders and
enforcement of any mortgage or land charge constituting part of the lien of this
indenture.

* * * * * • *

Section 7. In case (1) default shall be made in the due and tinmely IpaYlkent of
interest on any of the bonds at any time outstanding; or

(2) Default shall be made in Ohe due and timely payment of principal and the
premium thereon, if any, of any of the bonds, when #,he same shall become pay-
able, whether upon maturity of any of the bonds, or upon call for redemption or
upon declaration as authorized by this indenture or by any supplemental inden-
ture or upon a sale as provided in section 5 of this Article VIII.

Then and in each such case, upon demand of the American trustee, the coin-
pany will pay to the American trustee, or, if so demanded by the American trustee,
to the German trustee, for the benefit of the holders of the bonds and coupons
then outstanding, the whole amount that then shall have become due and payable
on all such bonds and coupons then outstanding, for interest and/or pricipal
and/or premium, with interest at the same rates, respectively, borne by the bonds
on which principal and/or interest and/or premium, are overdue; aid, in addition
thereto, such further amount as shall be sufficient to cover the costs and expenses
of collection, including the payment of all expenses and liabilities incurred here-
under by, and a reasonable compensation to, the trustees and any and all paying
agents and their respectivo agents and counsel and, in case the company shall fail
to pay the same forthwith upon such demand, the trustees, or either of them, in
their own names, and as trustees of an express trust, shall 1) entitled to recover
judgment for the whole amount thereof against the company, and against the
whole or any part of the property of the company, real, personal, or mixed, and
the company covenants and agrees that such judgment may be entered of record
in any court of the State of New York or of the United States of America with-
out personal appearance of the company and solely upon affidavit of the American
trustee, alleging such default.

The trustees or either of them shall be entitled to recover judgment as aforesaid,
either before or after or during the pendency of any proceedings for the enforce-
ment of the lien of this indenture upon the trust estate, and the right of the trustees
to recover such judgnient shall not be affected by any sale hereunder, or by.the
exercise of any other right, power, or remedy for the enforcement of the provisions
of this inde-ture or the foreclosure of the lien hereof; and in the case of any sale
of all or any part of che trust estate, and of the application of the proceeds of sale
to the payment of the debt, the trustees, or either of them, in their own names,
and as trustees of an express trust, shall be entitled to enforce payment of, and to
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receive all amounts then remaining due and unpaid upon, any and all of the bonds
then outstanding, for the benefit of the holders thereof, and shall be entitled to
recover judgment for any portion of the debt remaining unpaid, with interest at
the rate or rates aforesaid. No recovery of any such judgment by the trustees,
and no levy of any execution upon such judgment upon property subject to the
lie of this indenture, or upon any other property, shall in any manner or to any
extent affect "the lien of the trustees or bondholders upon the mortgaged assets
or any part thereof, or any rights, powers, or remedies of the trustees hereunder,
or any rights, powers, or remedies of the holders of the bonds, but such lien, rights,
powers, and remedies shall continue unimpaired as before.

* * * * * * *

COntonts.- -It is provided in Article VI of the indenture as follows:

ARTICLE VI

PARTICULAR COVENANTS OP TlE COMPANY

In addition to the other covenants and agreements on its part herein and in
the bonds, the company covenants and agrees as hereinafter in this article set
forth:

Section 1. The company will duly and punctually pay the principal of, and
the premium, if any, and interest on, every bond and every installment due
for any sinking fund or purchase fund provided for any series of bonds, at the
respective dates and places and in the manner provided herein, and in the bonds
and coupons thereunto appertaining, and in any supplemental indenture exe-
cuted pursuant to Article IV hereof with respect to any series of bonds, according
to the true intent and meaning thereof and hereof. * * *

Section 2. Subject to the provisions of section 9 of Article III hereof, the
company will, forthwith upon the acquisitior% by it of any owner's land charge
(Eigentuemergrundschuld) upon any real estate which is or shall hereafter
become subject to the lien of this indenture * * * cause such owner's land
charge to be canceled of record in so far as recorded. In case any mortgage ot
land charge shall rank prior to or equally with the lien of this indenture, the
company will cause a notice (Vormerkung) of its obligation to effect such can-
cellation to he recorded, in accordance with German law, with respect to each
such mortgage or land charge upon each piece of real estate constituting a part
of the trust estate and upon each piece of real estate which may hereafter become
subject to the lien hereof.

Section 3. The company will not voluntarily create, or suffer to be created,
any debt, lien, or charge which would or could be prior to the lien of this inden-
ture upon the mortgaged assets or any part thereof, or upon the income thereon,
except any mortgage or other lien which may exist at the time of acquisition
thereof upon any property acquired by the company after the date of this
indenture or be created thereon to secure the payment of any unpaid portion
of the purchase price of such property; and the company will duly and punctu-
ally pay and discharge all taxes, assessments, and governmental charges (includ-
ing those under the Dawes plan, as defined in section 9 of Article I hereof, and
otherwise) lawfully imposed upon it, and particularly all such taxes, assessments,
and governmental charges the lien whereof, if unpaid, could be or become prior
to the lien hereof, and also all taxes, assessments, and governmental charges
lawfully imposed upon the trustees, or either of them, or upon the lien or interest
of the trustees, or either of them, in respect of the mortgaged property, so that
the lien and priority of this indenture shall be fully preserved and the mortgaged
assets of the company shall be kept free from the lien of any such taxes, assess-
ments, or charges at the cost of the comn any, without expense to the trustees
or the bondholders, provided, however, that the company shall have the right,
by appropriate legal proceedings, to contest any such tax, assessment, or charge
and pending such contest may delay or defer the payment thereof, unless either
of the trustees shall decii its interests in the mortgaged property endangered
by such nonpayment and shall serve a written notice on the company to that
effect. If the company shall fail to pay any tax, assessment, or charge upon
any part of the mortgaged premises when the same shall become due and pay-
able, the trustees or either of them may, and upon the request of holders of 10
per cent in principal amount of the bonds of any series then outstanding and
upon being provided with adequate funds for that purpose shall, pay such taxes,
assessments, or charges, provided that such payment shall be made under protest

I
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if so requested in writing by the conipany; all amounts so paid, with interest
thereon at the rate of 6 per cent per annum, may be forthwith sued for and
recovered from the company by the trustees, or either of them, in an appropriate
action for that purpose and, until thus paid by the company, shall be a charge
upon the mortgaged property prior to the lien of the bonds secured hereby.

* * * * , , *

Section 7. The company is duly authorized and empowered under all applica-
ble provisions of law in the United States of America and Germany and otherwise
in all respects, to create and issue the bonds and to execute this indenture and to
mortgage and pledge its property as herein provided, and all action on its part
for the creation and issue of the bonds and the execution of this indenture and
the mortgaging and pledging of its property, as hereinbefore provided, to secure
the same, has been duly and effectively taken; all bonds, when executed slid
authenticated as herein provided, in the hands of holders thereof, will be v. id
and enforceable obligations of the company in accordance with their terms.

* * * * * * *

Section 9. The company will cause all indebtedness secured by any prior liells
(as defined in section 12 of Article I hereof) upon any part of the trust estate to
be paid when the same shall become due and payable and will cause all obligations
in connection with such indebtedness to be duly performed.

Whenever the company shall acquire any prior lien or pay the indebtedness
secured by any prior lien, the company will'forthwith cause such prior lien to be
removed of record in the manner provided in section 9 of Article III hereof, and
will notify each of the Trustees in writing that, and of the manner in which, such
removal has been effected.

* * * * * * *

Section 12. The company will at all times insure and keel insured, in reputable
insurance companies approved by the German trustee, or in some other manner
satisfactory to the German trustee, all its property of a character usually insured
by companies operating plants, located in Germany, similar to the pllants of the
company, against loss or damage, in such manner and to such extent as similar
property is usually insured, but at all times to an amount in the aggregate at least
equal to the principal amount of the outstanding bonds. * * *

Section 13. The company will not, so long as an-y of the bonds are outstanding
sell or otherwise dispose of any real estate or plants or other property now or
hereafter subject to the lien of this indenture, except as herein expressly per-
mitted. Nor will the company, by merger, consolidation or any other form of
amalgamation, combined its business and properties with those of any other firm
or corporation, except as herein expressly permitted.

Section 14. The company will at all times keep proper books of record and
account in which full, true and correct entries will be made of all dealings or
transactions in relation to the plants, properties, business, and affairs of the
company * * *.

Section 15. So long as any bonds are outstanding, the company will cause its
books and those of its subsidiaries, if any, to be audited annually, at the expense
of the company, by a public accountant or a firm of public accountants, appointed
or approved by the American Trustee, and will cause copies of such audit reports,
in reasonable detail, certified by such accountant or firm of acountants (including
the balance sheet, earnings statement for the preceding fiscal year and surplus
account of the company and its subsidiaries, if any) to be furnished to each
trustee and to each paying agent within six months after the close of each fiscal
year of the company. * * *

The company will, within 30 days after the annual meeting of its stockholders,
furnish to each of the trustees and each paying agent the balance sheet, surplus
account and earnings statement of the company, in the form approved at such
annual meeting of stockholders. Each of said 'balance sheets, surplus accounts
and earnings statements shall be certified to by two members of the executive
board of the company. * * *

* * * * * * *

Section 17. So long as any of the bonds shall be outstanding, the company will
not declare or pay any dividend on, or make any distribution to any of the holders
of, its common stock except out of net earnings of the company arising from the
operation of its business, nor will it declare of pay any such dividend or make any
such distribution until the company shall have delivered to each of the trustees
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a certificate of the company, signed by two members of its executive board
certifying that one year has elapsed since the company started full operation, and
that the company has set up the full legal reserve, amounting to 10 per cent of
its total capital stock, required by German law. For the purpose of this section
17, the company shall be deemed to have started full operation on the first day of
the first six months' period within which the company shall have produced
nitrogen products, having a nitrogen content of at least 7,500,000 kilograms u
pure and salable nitrogen, as certified in writing to the trustees by an engineer
satisfactory to the American trustee."

In addition to the above covenants and agreements in the Indenture it is pro-
vided in Article V of the Supplemental Indenture as follows:

Section 1. Whenever from timae to time the company shall acquire any licenses,
patent rights, processes or other rights in respect of, or in addition to, or amenda-
tory of or supplementary to, the pledged licenses (as defined in section 5 of Article
I hereof), the company will forthwith cause to be subjected to. the lien of this
Supplemental Indenture, for the sole benefit and security of the Series A Bonds
and of the bonds of such other series, if any, as shall then be secured by the
pledged licenses as permitted by section 1 of Article VII hereof, all such further
or additional licenses, patent rigls, processes or other rights, and the company
will cause to be executed and delivered to the German trustee such agreements,
assurances, assignments and other documents as may be necessary effectively to
subject the same to the lien hereof. The company will endeavor to retain the
right to operate its plant under the Pledged Licenses, to the extent legally possible,
so long as any of the Series A bonds shall be outstanding.

Section 2. Without the prior written consent of the German trustee, the com-
pany will not grant any sublicense under, or make any assignment of, any of the
pledged licenses or make or agree to any changes or modifications in the pledged
licenses or voluntarily terminate or do anything which may cause the termination
or forfeiture of any of the pledged licenses.

Section 7. The stockholders of the company have jointly and severally guar-
anteed payment of interest accruing upon the Series A bonds to a date one year
after the beginning of the first six months' period within which the company
shall have produced nitrogen products having a nitrogen content of at least
7,500,000 kilograms of pure and salable nitrogen. The company covenants
that it will cause the engineer referred to in section 3 of Article VII of the Inden-
ture to certify to each trustee, within ten months after the beginning of said six
months' period, that the company has produced at least said amount of pure and
salable nitrogen within said six months' period. The company will also pub-
lish notice, not later than eleven months after the beignning of said six months'
period, that the company has produced at least said amount of pure and salable
nitrogen within said six months' period, and that accordingly said guaranty of
the stockholders does not extend to any interest accruing after one year from the
beginning of said six months' period. Said notice shall be published at least once
in a daily newspaper, printed in English, published and of general circulation in
the Borough of Manhattan, City of New York. Neither trustee shall be under
any obligation to require the furnishing of said engineers' certificate or the
publication of said notice or otherwise with respect to said guaranty of the
stockholders.

SEC. 8. So long as any of the series A bonds shall be outstanding the company
will not, without the prior written consent of the German trustee, make any
changes or modifications in, or terminate or make any breach of, the contract
dated March 20, 1928, between the company and Gutehoffnungshuette Ober-
hausen Aktiengesellschaft or the contract, dated March 20, 1928, between the
company and Aktiengescllschaft fuer Kohleverwertung.

PROVISIONS APPLICABLE IN THE EVENT OF INTERNATIONAL DISTURBANCES

It is provided in Article XIV of the indenture as follows:
SECTION 1. The company covenants that notwithstanding the existence at any

time of a state of war between Germany and the United States of America or
any other international or national disturbance in German affairs, it will, unless
expressly prohibited by law, continue to made all deposits and payments required
by this indenture and any supplemental indenture and the bonds, and in all other

'I
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respects will continue to comply with and perform the several provisions of this
indenture and of all supplemental indentures and of the bonds.

SEC. 2. If, by reason of the existence of a state of war or because of any law or
regulation the making of all or any of such deposits and payments, as herein and
in any supplemental indenture and in the bonds provided, should be impossil)le,
and if at such time the Kingdom of The Netherlands shall not be at war with
Germany, the company, so long as such impossibility shall continue, will in such
event make, unless expressly prohibited by law, each and every one of said depos-
its and payments to Nederlandsche Handel-Maatschappij, a banking corporation
of Amsterdam, Holland, and will comply with and perform each and every of
said provisions of this indenture and of all supplemental indentures in the snme
manner as though said Nederlandsche Handel-Maatschappij had been named in
each of said provisions instead of any paying agent therein named. In such event
also, so long as such impossibility shall continue, said Nederlandsche Handel.
Maatschappij shall be substituted for, and shall act in the place and steal d of, all
paying agents with the identical powers, authority, and duties in all respects as
though its name appeared in this indenture and li all supplemental indentures
and in the bonds instead of the names of such paying agents wherever the same
occur.

In case the Kingdom of the Netherlands shall be at war with Germany, but
the Republic of Switzerland shall not be a party to such war, each and eiery of
said deposits and payments shall be made to Messrs. Pictet & Cie., a banking
firm of Geneva, Switzerland, which shall in such event be substituted for said
Nederlandsche Handel-Maatschappij, above.

MUTIL&TED, DESTROYED, AND LOST DEBENTURES

The indenture provides that in case any bond with the coupons thereto apper
training shall become mutilated or be destroyed or lost, the company may in its
discretion issue, and the American trustee may thereafter in its discretion au-
thenticate, a new bond of like tenor and date (including coupons) in exchange and
substitution for such mutiliated bond with coupons, upon cancellation thereof or
in lieu of and substitution for such destroyed or lost bond and coupons, upon the
holder filing with such trustee evidence satisfactory to it of such mutilation, de-
struction, or loss of such bond and coupons, and of his ownership thereof, and fur-
nishing the company, the trustees, and the paying agent for bonds of such series
with indemnification satisfactory to them. Any such new bond and coupons
shall constitute original additional contractual obligations on the part of the
company, whether or not the destroyed or lost bond and coupons be at any time
enforceable by anyone and shall be entitled to the benefit and lien of this indenture.

HISTORY OF CAPITALIZATION

The company (formerly known as Kohlechemie Aktiengesellschaft) was
organized in November, 1927, with a capital of Reichmarks .500,000, subscribed for
in full and 25 per cent paid and divided into 500 shares of Reichmarks 1,000 each.

On April 24, 1928, the capital was increased to Reichnarks 27,000,000 par
value, divided into 27,000 shares of the par value of Reichmarks 1,000 each.
This Reichmarks 27,000,000 par valhii of stock has been fully subscribed for at
par, 33% per cent of the par value thereof has been paid in and the balance is
due. The authorized capital stock of the coiaipany now consists of 27,000 shares
of the par value of Reichmarks 1,000 per share, all of which are issued and out-
standing. Each share has one vote. The shares are entitled to no special
rights to dividends or upon liquidation.

The funded indebtedness of the company as of June 30, 1930, was as follows:
6 per cent sinking fund mortgage bonds, series A, $3,789,000; 8 per cent note,
$3,000,000; accounts payable 1931-32, Reichnarks 1,200,000.

PROPERTIES AND OPERATIONS

Ruhr Chemical Corporation (formerly known as KnIhlecheiile Aktiengesell-
schaft) was organized by important coal and steel companies located in the
Rhur district. The company's plant at Oberhausen-Holton, (near Essen, Ruhr)
Germany, is equipped to produce ammonia, nitric acid, and fertilizer, utilizing
coke-oven gas as a raw material. Manufacturing is carried on under certain
patented processes, known as the Concordia-Linde and Casale processes. The
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(i,,lay was formed after several years of research in tile development of
methods for the more profitable utilization of the enormous quantities of coke-
oven gas produced in the Rhur district. Contracts, extending beyond the
maturity date of the series A bonds, assure the company a supply of coke-oven
gas in amounts adequate for its requirements.
The company's plant consists of two units subject to the lien of the 6 per

cent sinking fund mortgage bonds. The first was completed in May, 1929, at
a cost of approximately $5,000,000. The second unit was completed in October,
1930, at a cost of approximately $3,000,000.

Prior to the completion of the second unit, the company's production for the
fiscal year ending Jitne 30, 1930, was 13,778 metric tons of pure nitrogen con-
tent. The whole plant has a capacity of approximately 55,000 metric tons of
pire nitrogen content.

The company has acquired rights in Germany to the Concordia-Linde process
for the produoition of hydrogen and nitrogen 'from coke-oven gas and to the
Casale process for the )roduction of synthetic ammonia from hydrogen and
nitrogen. The practicability of these two processes has been established through
their use for a number of yIears. Combined operation of these two processes
increases the economic value of each. The plant is the first in Germany to
combine the two processes in its operations. Tie productive capacity of all
nitrogen plants working under the Casale process, is equivalent to about one-
eighth of the capacity of all nitrogen plants in the world.

The company is a member of the German anmnionia syndicate, which is obli-
gated to purchase synthetic nitrogen produced by its members at a uniform
price for all members and in proportion to their participations in the syndicate.
rids syndicate and the German nitrogen syndicate of which it is a member
distribute practically all of the synthetic nitrogen products manufactured in
Germany.

VALUATION

The valuation (based ili part on tie estimated cost of certain plant extensions
since completed) placed on the properties of the company by report of Mr.
H. A. Brassert, an American eoi. ulting engineer, dated lay\" 16, 1929, is in
excess of $8,000,000.

DEPRECIATION

The policy of the company is to allow for depreciation and depletion as follows:
There have'been "written off" during the fiscal years of 1928-29 and 1929-30
(on an average) on: Buildings, 6.1 per cent; machinery and working equipment,
13.5 per cent; mo tables, 25 per cent; total on ant average, 11.8 per cent.

Article VI, section 4 of tile indenture provides, that tie "company, having
possession as herein provided, will diligently preserve the rights and franchises
now or hereafter granted or conferred upon it and will, in so far as the same is
consistent with proper industrial practices, in using and operating its buildings and
plant as the same are now constructed, or as the same may hereafter be constructed
or extended, at all times maintain and preserve the same and every part thereof,
together with the fixtures and appurtenances, in thorough repair, working order
and condition and supplied with fuel, motive power and equipment. The com-
pany agrees at any time or times on request of either trustee, to furnish to such
trustee t schedule showing in reasonable detail the property covered by the lien
hereof, but neither trustee shall be under any duty to require the same to be
furnished unless requested to do so by bondholders holding not less than 10 per
cent in principal amount of the bonds of any series then issued and outstanding."

Employee.-At thle present time the company employs approximately 600
persons.

Dividends.-No dividends of any kind have been paid on the company's capital
stock.

FINANCIAL STATEMENTS

The following financial statements of the company have been certified by Geo.
E. Dix, attorney in fact of the company.

These are given below: (1) Statement of income and profit and loss for the period
from October 28, 1927, to June 30, 1930. (2) Balance sheet as of Julie 30, 1928,
June 30, 1929, and June 30, 1930.
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Statement of deficit, Ruhrchemie Aktiengesellschaft, at June 80, 1928 and June 30,
1929

[Expressed In American dollars by conversion of German Relchsmarks at par of exchange 23.8 cents)

Charges
Balance at and credits Balance at

June 30, during June 30,
19Mg year endedJune 30,

1329

Financing expenses written off:
In respect of taxes on increase of capital ......................... $88, 850. 10 $3,170.16 $85,680.00
In respect of issue of 20-year 6 percent mortgage bonds, series A-

Bankers, legal and other incidental expenses ................ 81,083.70 8,687.60 SV, 771.30
Difference in exchange arising through adoption of a fixed

rate of $1-RM4.20 ...................................... 21,174.69 ............ 21,174.69
Stamp duty ...................................... 394.00........... 39,984. 00
Proportlon of discount amortized ........................... 25,469.80 25,489.0 0,979. 60

In respect of prospective financing .............................. ............ 4,708.09 4,708.09
Depreciation written off ............................................ ............ 142,060.53 142,060.53
Operating, general and administration expenses ..................... 68. 61 154,254.81 154,913.42
Interest payable in respect of 20-year 6 per cent mortgage bonds,
seriesA .......................................................... 59,976.00 239,904.00 299,880.0

Together ..................................................... 317,216.96 571,934.67 889,151.63

Deduct, miscellaneous income:
Interest receivable .............................................. 63,502.79 175,003.83 238,508.62
Proceeds from sales of products ............................................. 30, 639.32 30,3 9. 32
Rents, etc .................................................................. 2, 29. 68 2,279.68

63.502.79 207,924. M 271,427.62

Balance, being deficit .............................. 253,714.17 364,009.84 1 617, 724.01
Adjustment arising from conversion in balance sheet of funded debt

at 4.20, the specified rate for redemption, instead of at par of ex-
change ........................................................... 1, 0. 00 ............ 1,600.00

Deficit, as per balance sheet .................................. 255,t4.17 364,009.84 619,324.01

NoTz.-The plant first commenced production during the months of May and June, 1929. It is imprac-
ticable to allocate any proportion of the operating, general and administration expenses as a charge against
the output during this initial pedod.

No charge has been made to fixed assets to June 30, 1929, in respect of interest during the construction
period.

Statement of earnings and deficit for the year ended June 30, 1930
(Expressed in American dollars by conversion of German reichsmarks at par of exchange 23.81

Net sales, less turnover tax -------------------------------- $1, 570, 308. 91
Deduct: Cost of sales-

General production costs and inventory varia-
tion ---------------------------------- $632.948.01

Provision for depreciation ------------------ 458, 458. 26
-. 1, 091, 406. 27

Gross profit of sales --------------------------------- - 478, 902. 64
Deduct:

Administrative and general expenses --------- 109, 315. 44
Charge under Dawes plan (estimated) ------- 11,909. 33

121, 224. 77

Net profit on sales ---------------------------------- 357, 677. 87
Add: Interest and rents receivable -------------------------- 28, 082. 38

Net profit and income ------------------------------- 385. 760. 15
Deduct:

Financial and other clarges.-
On 6 per cent sinking fund

mortgage bonds-
Interest ------------- $233, 561. 54
Amortization of dis-

count -------------- 25, 489. 80
Bankers, legal and mis-

cellaneous costs ----- 4. 831. 43
- 263, 882. 77
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Deduct--Continued.
Financial and other charges- -Continued.

On 8 per cent note--
Interest. ------------- $102 6A6. 33
Amortization of iss.ue

expense ------------- 7, 129. 16
......... -- $109. 815. 49

On hank loans and overdrafts- ---------- 47, 214. 03

Together ----------------------- 420, 912. 29
Less: Interest eharzed to fixed asset accounts. 81,149. 81

Profit for the year ended June 30, 1930-
Less- -

Inventory reserve created nct ---------- 28, 903. 90
Reserve for ennlingeneie- - -......... 39. 117. 67

577

$339, 762. 48

45, 997. 77

68,021.57

Balance of deficit for the year -------------------- 22, 023 80
Deficit at June 30, 1929 ------------------------------------- 617, 724. 01

639, 747. 81
Adjtistnent arising from conversion in balance sheet of funded

and long-term debt at 4.20, the specified rate of redemption,
instead of at par of exchange ------------------------------ 2, 7!5 60

Deficit as pwr balance sheet --------------------------- 642, 463. 41

NOTF.--The quantities of products -n hand at June 30. 1930, valued at $478,-
213.55, included in the inventories, were obtained from the stock records, no
physical inventory of such products having been taken at that date. The
nature of these products precludes a reliable measurement of quantities.

During the year 1930, interest amounting to $81,149.82 has been capitalized
as construction work in progress.

Balance sheets Ruhrchcmie Aktiengesellschaft as at June 30, 1928, 1929, 1930

Asies and liabilites June 30, 1928 June 30, 1929I June 30, 1930

Current as ets:
Cash at bank and on ba........................ $257, 777. 50 $280,46.40 $166 608.34
Notes receivable ................................. ........... .............. 11. 082. 0
Accounts receivable ...................................... 187.47 j 29,128.14 104.002.6
Inventories of raw materuls at -o, and of products at I

estim ated cost ------------------------------------- I . . . . . .- 72,768. 2 ..............
Inventories of raw matials and products at cost or

market whichever lower 'less reserve)................... 543056.80
I-

Total current ass--------........................... 257,964.97 388,365.06, 932.7.2 .

Trade investment at ems ------------------------- - I - - 12,13.0

Fixed asfeets: 2
Propertie., plant and equipment at cost ..................
Freehold property, office and sundry equipment ..........

Less, depreciation reserve ...................................

Add inventoried plant ........................................

Constructional work in progres including prepayments
thereon .....................................................

Proportion of cash p-oceds rsalting from issue of bonds and
capital deposited with G min tuafte as construction fund.

construction fund-elanee of _ioeeed of ,. per cent note de-
posited with trnste and final installment of S per cent note,
receivable Aug. 1. 1) -------------------------------------

Payments for aeuliltion of pments I ..................

See footnotes at end of table.

121,969.93

121,969.93

121,969.93

5. 36,683. 20 5.69,6W. 85"" ... .. '.. . ..... . . ..
142. W6. 53 601AS&80

5,194,622.67 5,0". 14& 05
.............. *0. 42. 19

5.194,622.67 5,1. 610..34

1, 061, 728. 29 4,591.91 2,024.6.M55

4,080,326.02 ....... ..............

5,264,024.24

.. ........... . 13 ,5 9 0

5,199,214.58 83l4,,-",6"

35, 700.00 3806&00
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Balance aheets Ruhrchemie Aktiengesellschaft as at Jure 30, 1928, 1929, 1930-
Continued

Assets and liabilities -- June 30, 1t2h, June 30, 1129 June 30, 1930

Deferred charges to operations:
Discount on bond issue, less amortization to (iate ......... $484. 306. 20 $4514, 816.40 ..............
Discount on bond Issue and other financing expenses,-less amounts amortied.............lesa o n amortized .............................................. . . .. ... $44r..972. 44
M iscellaneous prepaid expenses .......................................... .............. .... .

S4. 306. 2 0 45%. sll;. 40 4S4, 547. 32

6. 066,295.41 6,082. 096. 04 9. 71%1. 602. 42

Current liabilities:
Bank loans and overdrafts ................................ .............. - -- ,ft 736. 45
Accounts payable .......................................... 19,644.5% 474,449.03 1, .014.39
Accrued interest and other expenses ....................... 99.960. 00 S4.971.02.
Accrued interest and other expenses, including reserve for!

contingencies .. . . . . . . . .I. i). - - -I. - -

Total current liabilities ................................. 119,609.58 559,420.05 1, 131 , 617. 25

iMabilities on construction work, payable from funds deliosited II
with trustee .......................................................................... . 7.. 77S. 58

Funded and long term debt:
6 per cent sinking fund mortgage bonds, series A, due 1948. 4,000.000.00 4, 00,000. 00 4, 000, 000. 00
Less, redeemed for cancellation . ......................... ! -------------- --------------. 211,000.00

4,000,000.00 4,000.000.00 J, 785. 000. 00
8 per cent note (with contingent additional Interest due 1932-

19&54 ..................................................................... .............. 3.000.000.00
Account payable 1I-1932 ....... . 245. 00

4,000.000.00 4.000.000.00 7. 074. 600. 00
Net worth: 4

Share capital authorized and Issued ................. 6. 426, O00. 00 6,428.000.00 6,426,000.00
Less-Calls not paid a .................................... 4, 24, 000. 00 4.2M4.000.00 4,284,000.00

2,142.000.00 2,12.000.00 2,142.000.00
Deficit .................................................... 25,314.17 619,324.01 642,403.41

, 6, 5. M I1. 522.675. 99 1.4b9, M.59
6, 006,215. 41 6,0S2,00,6.04 9.782.602.42

I The q quantities of products on hand at June 30, 1930, valued at $478,213.55, included in the inventories,
were oltained from the stock records, no physical inventory of such products having been h:ken at that
date. The nature of the-a products precludes a reliable physical measurement of quantities.

2 At June 30, 1928 con.ougent liabilities on contracts in respect of construction work in progres%, etc.,
amounted to $1,999,200. At Jui.,a 30, 1929, contracts for the construction of a new unit had been signed,
involving the company In a liability of $481,950 on completion. At June 30, 11W30 contingent liabilities on
uncompleted construction contracts existed amounting to $761,600. No charge has been included in tile
cost of fixed assets in respect of interest during the construction leriol to June 30, 1921.j. 1turing the fiscal
year ending June 30, 1930, interest amounting to $81,149.S2 has been capitalized as construction work in
progress.

& Under the terms of the purchase contracts the company becomes liable to a further payment of $35,700.
(This note applies to accounts of 1929 and 19301.

4 Under the terms of issue of the S per cent note due 1932 to 1935, the company is obligated to pay an add I-
tional interest charge based upon sales for the six years ending June 30, 1937, subject to a total minimum
payment of $204,918. No provision has been made in the 1930 accounts for this liability.

A The whole of the unpaid capital of the company is 'lue upon dlenandl, and the rights thereto have been
asigned to the German trustee under the 6 per cent sinking fund mortgage bonds, series A. Upon pay-
ment of the uncalled capital, taxes amounting to $35,6.0 will become chargeable umon the cotlian..

AGREEMENTS

Ruhrchemie Aktiengesellschaft agrees with the New York Stock Exchange as
follows:

To notify the New York Stock Exchange promptly of any change il the general
character or nature of its business.

To publish periodical statements of earnings, as agreed upon with the com-
mittee.

As required by German law, to niake available in each year, for inspectiolt by
stockholders, a proposed balance sheet and profit and loss account for the pre-
ceding fiscal year at least 15 days in advance of the annual meeting of stockholders
called to adopt such balance sheet and profit and loss account (which meeting
is required by German law to be called within six months after the close of the
fiscal year), and immediately after such meeting to cause the balance sheet and
profit and loss account adopted at such meeting to be published in the manner
required by law.
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Annually to file with the Bank of Manhattan Trust Co., New York, trustee for
the bonds, for inspection by bondholders, a balance sheet and profit and loss
account of the corporation, substantially in the form contained in the listing
application.

To maintain, in accordance with the rules of the stock exchange, in the Borough
of Manhattan, city of New York, south of Chambers Street, a registry office
where the bonds shall IO registerable and transferable as to principal, and a
fiscal agency where principal and interest of the bonds shall be payable.

To itotify: the stock exchange 30 days in advance of the effective* date of any
change in the authorized amounts of listed securities.

Not to make any change in the bonds or of a fiscal agency or of a trustee of the
bonds without the'approval of the committee on stock list; nor to select an ollicer
or director of the corporation as a trustee of its mortgages.

To make application to the stock exchange for the listing of additional amounts
of listed securities sufficiently prior to the issuance thereof to permit action in due
course upon such application.

To forward to the stock exchange copies of all notices mailed to stockholders
looking toward charter amendments, and to file with the stock exchange a certified
copy of -nienlded charter, or resolutions of directors in the nature of amendments,
as soron as such amendments or resolutions have become effective.

To notify the stock exchange (if the change or removal, to a substantial extent,
of collateral deposited uder any of its mortgage or trust indentures under which
listed securities are ,jutstanuding.

To furnish the New York Stock Exchange, on demand, such reasonable infor-
ination concerning the corporation as may be required.

It is agreed that all publication of notice as to redemption of bonds made else-
where than in the Borough of Manhattan, New York, shall be made simultane-
ouisly with New York publication.

GENERAL

All conversions from German to United States currency have been made at
the rate of 23.8 cents to the reichsmark.

The duration of the company's existence is not limited.
The articles of association in their present form were adopted October 28, 1927,

and were filed November 4, 1927, with the trade registry office.
The fiscal year ends June 30.
The annual meeting of the stockholders is held on a date fixed by the Aufsichts-

rat, within six months after the close of each fiscal year, at the principal office of
the corporation or at some other place fixed by the Aufsichtsrat.

The principal statutory and executive office of the corporation is at Oher-
hausen-lolten, Germany.

The active management of the corporation is in the hands of the executive
board (vorstand), the names of the members of which are set forth in Exhibit A.

The names of the members of the supervisory board (aufsichtsrat) are set forth
in Exhibit B.

The trustee of the bonds signing the indenture and supplemental indenture was
the International Acceptance Trust Co., New York. At the date of this appli-
cation the trustee of the bonds is the Bank of Manhattan Trust Co., New York,
successor to the International Acceptance Trust Co., Deutsche Kreditsicherung
Aktiengesellschaft, Berlin, Germany, is agent of the trustee in the enforcing of
the provisions of the indenture and in the administering of the trust estate.

The place or registration of the principal of the bonds is at the principal office
of the Bank of Manhattan Trust Co., 40 Wall Street, Borough of Manhattan,
the city of New York.

The place for the payment of principal and interest on the bonds is the office of
the fiscal agent of the corporation: Dillon, Read & Co., 28 Nassau Street, Borough
of Manhattan, city of New York. Bondholders may, at their option, collect
principal and/or interest in London, England, at the office of M. Samuel & Co.,
(Ltd.), in pounds sterling; or in Amsterdam, Holland, at the offices of Neder-
landsche Handel-Maatschappij and of Mendelssohn & Co. Amsterdam in Dutch
guilders; or in Zurich, Switzerland, at the offices of Credit Suisse, in Swiss francs;
in each case at the buying rate in London or Amsterdam or Zurich, as the case
may be, for sight exchange on kew York City on the day of presentation of the
bonds and/or coupons for collection. RUHR CHEMICAL CORPOnATION.

(Ruhrchemie Aktiengesellschaft.)
By GEo. E. Dix, Attorney-in-fact.
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This committee recommends that the above-described $3,578,000 6 per cent
sinking fund mortgage bonds, Series A, due April 1, 1948, included in numbers
M-1 to M-4000, for $1,000 each, be admitted to the liat.

FRANK ALTSCHUL, Chairman.

Adopted by the governing committee, July 8, 1931.

ASHbEL GREEN, Secretary.

EXHIBITS

These exhibits constitute an essential part of the application. The statements
of fact contained in them are made on the authority of the applicant corporation
in the same manner as those in the body of the application.

EXHIBIT A
The active management of the corporation is in the hands of the executive

committee (vorstand), the names and addresses of whose members are as follows:
Dr. Friedrich Martin, Oberhausen; Dr. Wilhelm Heckel, Oberhausen; Dr. Fritz
Mueller, Esscn-Steele; Dr. Karl Schmidt, Essen; Dr. Wilhelm Wollenweber,
Dortmund; Max Kelting, Oberhausen-Holten (vice-member).

EXHIBIT B
The names and addresses of the members of the supervisory board (aufsichts-

rat) are as follows: Bergassessor Fickler (chairman), Dortmund; Dr. ing. e. h.
Winkaus (vice chairman), Essen; Bergassessor Buskuhl, Dusseldorf; Dr. jur.
Dechamps, Oberhausen; Dr. ing. e. h. Hoppstaedter, Bochum; Mr. Kauert
Essen; Bergassessor Kellermann, Oberhausen; Dr. ing. e. h. Knepper, Essen;
Dr. ing. e. h. Pott, Essen; Dr. ing. e. h. Tengelmnann, Essen.

TiE LAUTAoI) NITRATE CO. (LTD.)

All operating company incorporated .Jaiinary 4, 1889, uider tlt English
companies acts, controlled indirectly by Anglo-Chilean Consolidated Nitrate
Corporation. First mortgage 6 per cent c,,nvertihle gold bonds, due -July 1,
1954. Closed issue.

Definitive bonds in exchange for mtstanding and listed interim receipts:
amount authorized $32,000,000; amount issued $32,000,000; amount applied for
$32,000,000; authorized by shareholders Sept. 16, 1929 and Oct. 1, 1929; author-
ized by directors Oct. 1, 1929. No other authmrity required.

Capital securities

Par
Stocks valueper! Authorized Outstanding

share

Classes:
7 per cent cumulative preferred (sterling) shares .............. -5 £8,000,000 8,000,000
7 per cent cumulative preferred (dollar) shares ................ $100 $32,000,000 (1)
Ordinary shares (2,000,000) .................................... Is. £1,00oo0 £100,000

Bonds Interest Authorized Outstandingrate for Issue

Per cent
First mortgage 6 per cent convertible gold bonds, due 1954 ........ 6 $32,000,000 $32,000,000
First mortgage debenture stock, due 1940 ......................... £1,500,000 £1,119,745
first mortgage (Antofagasta) debenture stock, due 1940 ............ 63 . 500, 000' £1,126,380

I Entire authorized issue reserved for conversion of the first mortgage 6 per cent convertible gold bonds,
due July 1, 1954.

8 Balance of authorized issue retired through sinking fund operations to June 7, 1929, and not reissuable.
The entire authorized and outstanding issue of 2,000,000 ordinary shares of the Lautaro Nitrate Co., Lim-

ited, is owned by Lautaro Nitrate Corporation, a Delaware corporation. The authorized and outstanding
capitalization of said Lautaro Nitrate Corporation consists of 4,000,000 shares of common stock, without par
value. The common stock of said Delaware corporation deliverable with the first mortgage 6 per cent con.
vertible gold bonds, due July 1, 1954, of the Lautaro Nitrate Co., Limited, and that deliverable upon any
conversion of said bonds has been provided by the bankers without increasing the number of shares out-
standing.

Anglo-Chilean Consolidated Nitrate Corporation owns over 50 per cent of the authorized and outstanding
common stock, without par value, of Lautaro Nitrate Corporation, said Delaware corporation. The firm
of Guenhelm Brothers own substantially more than a majority of the common stock of Anglo.Chilean
Consoidated Nitrate Corporation.



SALE OF FOREIGN BONDS OR SECURITIES 581

Nnw YORK CITY, N. Y., December 11, 1929.
Referring to the previous application for the listing of certain interim receipts,

A-8731, dated June 14, 1929, the Lautaro Nitrate Co. (Ltd.), a company in-
corporated under the English companies acts (hereinafter called the company),
hereby applies for the listing on the New York Stock Exchange of $32,000,000,
principal amount (total authorized issue), first mortgage 0 per cent convertible
gold bonds, due July 1, 1954 (hereinafter called the bonds), Nos. M-1 to M-32000,
for $1,000 each, on official notice of issue in exchange for outstanding and listed
interim receipts of the National City Co.

AUTHORITY FOR ISSUE

The bonds are issued under and secured by a certain mortgage trust indenture,
dated as of July 1, 1929 (hereinafter called the indenture), executed by the com-
Dany to City Bank Farmers Trust Co., as trustee (hereinafter called the trustee).
The execution of the ikdcnture and the issue thereunder of the bonds were
authorized by the shareholders of the company by resolutions adopted at meetings
held on September 16, 1929, and October 1, 1929, and by the board of directors
of the company by resolutions adopted at a meeting held on October 1, 1929'
and no other authorization for the execution of the indenture and the issue of
the bonds is required.

PURPOSE OF ISSUE

The sale of tle bonds provided the company with funds which, it is estimated,
will be sufficient to construct (with interest during construction) and equip a new
plant to operate under the Guggenheim process, and to provide working capital
therefor.

DESCRIPTION

The bonds are dated as of July 1, 1929, mature July 1, 1954, and bear interest
at the rate of 6 per cent per annum, payable semiannually on January 1 and
July 1 in each year. Both principal and interest of the bonds are payable at
the principal office in the Borough of Manhattan, city of New York, State of
New York, of City Bank Farmers Trust Co., or its successor as trustee under the
indenture, in gold'coin of the United States of America of or equal to the standard
of weight and fineness as it existed on July 1, 1929. Both principal and interest
of the bonds are also collectible, at the option of the holders, either at the city
office of the Naticial City Bank of New York, in London, England, in pounds
sterling, or at the Amnsterdamsche Bank, in Amsterdam, the Netherlands, in
guilders, in each case at the buying rate of such bank for sight exchange on New
York, current on the day when the bonds or the interest coupons (as the case
may be) are presented for such collection. Both principal and interest are
payable without deduction from either principal or interest, or from any premium
on such principal, for or on account of any taxes, assessments, or other charges
or duties now or hereafter levied or to be levied by the Republic of Chile or by
any political subdivision thereof, or (except in the case of collection in London)
for or on account of any taxes, assessments or other charges or duties now or
hereafter levied or to be levied by the United Kingdom of Great Britain and
northern Ireland, and all installments of interest are payable without deduction
for any United States of America Federal income tax thereon not In excess of
2 per cent of such installment.

The bonds are issued in coupon form only, are of the denomication of $1,000
each and are registrable, as to principal only, at the principal office of the trustee
in the Borough of Manhattan, city and St.te of New York, such registration
being noted on the bonds.

WARRANTS

The company has been informed that a certain warrant, by its terms entitling
the holder of each bond to receive oi January, 1, 1930, without cost, 10 shares of
common stock, without par value, of Lautaro Nitrate Corporation, a Delaware
corporation, will not, as previously contemplated, accompany the definitive
engraved bonds the listing of which is covered by this application, but that, for
the convenience of the holders of interim receipts, in lieu of such warrant, there
will be delivered, upon exchange of each said outstanding interim receipt of the
National City Co., with each bond a certificate for 10 shares of common stock of
said Lautaro Nitrate Corporation.
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REDEMPTION-SINKING FUND

In the manner and subject to the terms and conditions set forth in the indenture,
the bonds may be redeemed, in whole or in part, at the option of the company,
on any interest date prior to maturity, upon at least 60 days' prior notice pub-
lished in one daily newspaper, printed in the English language, published and of
general circulation in the Borough of Manhattan, the city of New York, and in one
daily newspaper printed in the Dutch language, published and of general circu-
lation in Amsterdam, the Netherlands, at a redemption price equal to 105 per cent
of the principal thereof. The bonds may also be redeemed, in whole or in part,
upon like notice, on any interest date prior to maturity, at said redemption price,
through the operation of the sinking fund provided for in the indenture. Re-
cemption notices, in the case of partial redemptions, will designate the serial
numbers of the bonds to be redeemed, such serial numbers having been deter-
mined by the trustee by lot, in any manner deemed by the trustee to be fair.

The sinking fund provided for in the indenture is suliicient to retire the entire
issue of bonds by maturity. On or before April 15, 1933, and on or before each
October 15 and April 15 thereafter, the company is required to pay to the trustee
$782,250; provided, that, if the total tonnage of nitrate extracted after June 30,
1929, from any of the properties subject to a first mortgage in favor of the bonds,
calculated in the manner provided in the indenture, up to and Including the
December 31 or June 30, as the case may be, next preceding the date of payment
in each case, exceeds 274,000 metric tons'multiplied by the number of semi-annual
periods occurring subsequently to June 30, 1932, the company is required to make
an additional sinking fund payment equivalent to $2.50 for each metric tonl of
such excess, less a sum equivalent to the aggregate amount of all additional
payments (if any) previously made into the sinking fund. Sinking fund pay-
ments may be made in whole or in part, at the option of the company, in cash or in
bonds taken at the redemption price thereof. Any cash paid to the trustee is to be
applied by it to the redemption of bonds on the next succeeding redemption date.
Upon conversion of any bonds into dollar preferred shares, the company will,
at its option, be entitled to a credit on account of any sinking fund payment or
payments, in an aggregate amount equal to 105 per cent of the principal amount
of bonds so converted.

All bonds redeemed pursuant to any of the provisions of the indenture, all
bonds delivered to the trustee in lieu of cash, in discharge, in whole or in part of
any sinking fund payment, and all bonds converted into said shares, will be
canceled by the trustee and permanently retired.

For certain detailed provisions of the indenture with respect to the sinking
fund, reference is made to Exhibit A.

CERTAIN PROVISIONS WITH RESPECT TO DEFAULT

Events of default, declaration of maturity of bonds and waiver of default.-The
indenture provides in Article X, section 51, as follows:

"See. 51. In case any one or more of the following events (hereinafter referred
to as 'defaults') shall occur:

"(a) Default in the payment of the principal of, or any premium on, any of the
bonds, when due, whether at maturity or pursuant to notice of redemption, or
otherwise;

"(b) Default in the payment of any installment of interest on any of the bonds,
and any such default shall continue for a period of 30 days;

"(c) Default in the payment of any sinking fund payment, and'any such de-
fault shall continue for a period of 60 days after the date when such payment
shall have become due;

"1(d) Default in the performance or observance of any other covenant or
agreement contained in this indenture on the part of the company to be per-
formed or observed, and any Such default shall continue unrenedied for a period
of 60 days after written notice thereof shall have been given to the company
by the trustee (which may give such notice, in its discretion, and shall do so upon
the written request of the holders of 25 per cent in aggregate principal amount
of the bonds then outstanding), unless, within such period, the company shall
have, in good faith, commenced proceedings to remedy such default; or

"1(e) The company shall become insolvent, or shall admit in writing its inability
to pay its debts as they mature, or shall be wound up (except for the purpose of
reconstruction or amalgamation).

"Then, in each and every such case, the trustee, upon written notice to the
company may declare the principal of all the bonds then outstanding (with the
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premium thereon, in the case of any bonds which shall have been called for
redemption at a premium) to be due and payable immediately; and, upon any
such declaration, the said bonds shall become immediately so due and payable,
anything in this indenture or in the bonds contained to the contrary notwith-
standing: Provided, That if, at any time, either before or after the principal of
the bonds shall have been so declared due and payable, all arrears of interest
upon all the outstanding bonds, together with the reasonable charges and expenses
of the trustee, its agents, attorneys, and counsel, and any and all other sums then
payable hereunder for any purpose, shall have been paid, and any and every
default In the performance or observance of any covenant or agreement in the
bonds or in this indenture contained shall have been remedied or made good, or
provision deemed by the trustee to be adequate shall have been made therefor,
then in each and every such case, the holders of a majority in aggregate principal
amount of the bonds then outstanding hereunder by written notice to the
company and to the trustee, may waive such default and its consequences and
rescind any such declaration of maturity with respect to the principal of such of
the bonds as, except for such declaration, would not have been or become so dui
and payable: And provided further, That no such rescission shall extend to or
affect any subsequent default, or impair any right consequent thereon.

"Anything herein contained to the contrary notwithstanding, the trustee may,
upon the written request of the holders of a majority in aggregate principal
amount of the bonds at the time outstanding hereunder, waive any default
hereunder and its consequences, except a default in the payment of the principal or
interest of any of the bonds, or any premium on such principal, when and as the
same shall become due and payable by the terms thereof or of this indenture."

Percentage of bonds controlling the trustee-The indenture provides in Article
X, section 55, in part as follows:

"Sne. 55. In case default shall occur in any of the respects specified in section 51
hereof, and such default shall have continued for the period (if any) therein
specified, then, upon the written request of the holders of 25 per cent in aggregate
principal amount of all the bonds then outstanding hereunder, and upon being
n demnified as hereinatter provided, the trustee shall exercise any one or more of
the powers herein conferred upon it and shall take all steps needful for the pro-
Jection of the rights of the trustee and of the holders of the outstanding bonds,
respectively, including, among other things, such appropriate judicial or admin-
istrative proceedings, by action, suit or otherwise, as the trustee, being advised by
counsel, may deem most expedient in the interest of the holders of the outstandingbonds."

SECURITY

The bonds are direct obligations of the company and are secured, in the opinion
of counsel, by first mortgages, in accordance with Chilean law, on the new plant
and on approximately 40 square miles of nitrate lands available to the plant and
estimated to contain approximately 13,800,000 metric tons of nitrate on the
basis of estimated recovery under the Guggenheim process. Anglo-Chilean
Consolidated Nitrate Corporation, a Delaware corporation, has guaranteed com-
pletion of the new plant free of any liens prior to the lien in favor of the bonds.

The bonds are also secured by mortgages on certain nitrate lands, estimated
to contain approximately 7,800,000 metric tons of recoverable nitrate, subject
to the mortgages securing the two issues of 6% per cent first mortgage debenture
stock, outstanding as of June 7, 1929, in the aggregate principal amount of
£2,246,125 ($10,930,767.31).

CONSTRUCTION OF NEW PLANT
The indenture provides In Article V, section 26, as follows:
"Sic. 26. The company covenants that it will, with all reasonable dispatch,

cause a plant (the word 'plant' being understood to include all buildings, mining,
railway, and other equipment and accessories installed for the ultimate purpose
of producing nitrate and iodine from the ore as It exists in the ground, and all
houses and public buildings constructed for the benefit of the staff and workmen
employed In connection with such production), with an approximate capacity of
540,000 metric tons of nitrate per year and with the necessary facilities for the
extraction of nitrate under the Guggenheim process (hereinafter referred to as
the 'mortgaged plant'), to be designed, constructed, and equipped upon lands
to which the mortgaged properties are naturally tributary. The mortgaged plant
and the right freely to use the land upon which it is constructed shall be subjected
to the operation of this indenture through a local mortgage or local mortgages

92928-32-pr 2--19
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which shall be a first lien upon the mortgaged plant and upon the right to use
the land for the purposes of the plant. Such use shall be available for the prob-
able life of the plant and transferable upon the sale of the plant."

DEPOSITED MONEYS AND CONSTRUCTION FUND

The indenture provides in Article VI, sections 27 and 28, as follows:
"SEc. 27. Upon th-3 issuance and delivery of the entire $32.V,000. aggregate

principal amount, of bonds, as provided in section 2 hereof, the company cove-
nants that it will forthwith deposit or cause to be deposited with the trustee a
sum in cash equivalent to the net proceeds received by the cc npany from the
sale of the bonds, which sum, together with any other moneys which may, from
time to time, be added thereto, is hereinafter referred to as the 'deposited moneys.'

"SEe. 28. The deposited moneys shall be held by the trustee, in trust, as part
of the security for the bond" outstanding under this indenture, until paid out,
from time to time, subject to the terms and conditions hereinafter In this Article
VI set forth, for one or more of the following purposes:

"(a) To pay the expenses of the cozapany in connection with the creation and
issuance of the bonds, including, but without limiting the generality of the fore.
going, expenses in connection with the prepniation and execution of this inden-
ture and the local mortgages, in connection with title examinations, reports and
opinions and in connection with the authorization and issuance of the dollar
preferred shares of the company, including any duty, tax, or assessment in respectthereof, but not including discount upon the bonds.

"(b) To pay the installments of interest upon the bonds, from time to time
as the same shail become due, until such time as evidence that the mortgaged
plant has been completed shall have been presented to the trustee, pursuant
to the provisions of Section 31 hereof: Protided, That no installment of interest
falling due after July 1, 1932, shall be payable out of the deposited moneys.

"(c) To pay the cost of designing, constructing and equipping the mortgaged
plant.

"(d) Upon the completion of the mortgaged plant, to pay any balance remain-
ing to or upon the order of the company for its corporate purposes, as provided
in section 31 hereof."

For further information with respect to said Deposited Moneys and Construc-
tion Fund, reference is made to the indenture.

CONVERSION PRIVILEGE

Each bond is convertible, at the option of the holder, at the principal office of
the trustee, in the Borough of Manhattan, city and State of New York, at any
time after the issuance thereof and prior to July 2, 1939, or, in case such bond
shall be called for earlier redemption, then at any time prior to 5 full days before
the date designated for such redemption, into full paid and nonassessable 7 per
cent cumulative preferred (dollar) shares of the company, of the par value (nomi-
nal amount) of $100 per share, as the same shall be constituted at the time of
such conversion, at the rate of 10 such shares for the principal amount thereof,
in the manner and subject to the terms and considerations provided in the
indenture.

The company has been informed that upon conversion, on or prior to July 1,
1939, of any bond into 7 per cent cumulative preferred (dollars shares of the
company, in the manner provided in the indenture, City Bank Farmers Trust
Co., as agent, will deliver to or upon the order of the bearer of such bond, or, if
such bond is registered, to or upon the order of the registered owner thereof, a
unit, comprising four shares of common stock of Lautaro Nitrate Corporation,
said Delaware corporation, and/or such shares and/or other securities and/or
cash as may from time to time, have been added to or substituted for such four
shares of common stock of said Lautaro Nitrate Corporation in the manner
provided in a certain letter of instructions dated as of July 1, 1929, from The
National City Co. to City Bank Farmers Trust Co., as depositary.

A legend is to be indorsed on the definitive engraved bonds in substantially
the following form:

"Upon conversion of the within bond, at any time after the issuance thereof
and prior to July 2, 1930, in the manner set forth therein and in the mortgage
trust indenture therein referred to, the bearer, or in case the within bond shall
be registered, the registered owner thereof, shall be entitled to receive, from the
undersign( depositary, four shares of the common stock, without par value,
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of the Lautaro Nitrate Corporation, a Delaware corporation, or, in case of cer-
tain changes in the capitalization of the Lautaro Nitrate Corporation, of a char-
acter described in a certain letter of instructions, dated as of July 1, 1929, from
The National City Co. to the undersigned, as depositary, such shares and/or
other securities and/or cash as may, from time to time, have been added to or
substituted for such four shar, of common stock of the Lautaro Nitrate Corpor-
ation, in the manner set forth in and subject to the terms of the said letter of
instructions.

CITY BANK FARMERS TRUST COMPANY,
______Depoaitary.

By , Authorized Officer.)#

CERTAIN PROVISIONS WITH RESPECT TO MUTILATED, DESTROYED, OR LOST BONDS

The indenture provides in Article II, section 6, as follows:
"Sec. 6. In case any bond issued hereunder, with its interest coupons (if any),

shall be mutilated, destroyed, or lost, the company may execute and cause the
trustee to authenticate and deliver a new bond in exchange and substitution
for, and upon the cancellation of, the mutilated bond and its interest coupons
(if any), or in lieu of and in substitution for the bond and its interest coupons
(if any) so destroyed or lost. In any such case, the applicant for the substituted
bond shall furnish to the company and to the trustee evidence to their satisfac-
tion, in their discretion, of the ownership of such bond and of the destruction or
loss thereof, and also such security or indemnity as may be required by the
company and the trustee. Upon the issue of any substituted bond, the company,
at its option, may require the payment of a sum sufficient to reimburse it for any
stamp tax or other charge or expense connected therewith, and also a further
sum, not exceeding two dollars for each bond so issued in substitution."

CONSOLIDATION, MERGER, AND SALE UNDER CERTAIN CONDITIONS

The Indenture provides in Article VII, section 44, as follows:
"See. 44. So long as the company shall not be ii default hereunder, nothing

contained in this indenture or in any bond issued hereunder shall prevent (and
this indenture and the bonds issued hereunder shall be construed as permitting
and authorizing, without acceleration of the maturity of any of the bonds) any
lawful consolidation or merger of the company with or into any other company
or companies lawfully authorized to acquire and operate the properties of the
comic iny, or a series of consolidations or mergers, or successive consolidations
or mergers, in which the company or Its successor shall be a party or parties,
or any sale or transfer, subject to the continuing lien of the local mortgage or
mortgages covering the same and to the continuing operation of this indenture
and to all the provisions hereof, of all or substantially all the mortgaged proper-
ties of the company, as an entirety, to a company lawfully authorized to acquire
and operate the same, or any lawful scheme for the amalgamation of the com-
pany with one or more other companies: Provided, That such consolidation,
merger, sale, transfer, or scheme for amalgamation shall be upon such terms as
fully to preserve and in no respect to impair the lien, priority, and security of
the respective local mortgages and of this indenture and the rights and powers
of the trustee, and of the holders of the bonds Issued hereunder, with respect to
the properties then subject to the lien of the respective local mortgages and to
the operation of this indenture: And provided further, That upon any such con-
solidation, merger, sale, transfer, or scheme for amalgamation, the company
formed by such consolidation, or into which such merger may be made, or to
which such sale or transfer may be made, or resulting from such scheme for
amalgamation, shall in writing assume the due and punctual payment of the
principal and interest of all outstanding bonds according to their tenor and the
due and punctual performance and observance of all covenants and agreements
contained in this indenture on the part of the company to be performed or
observed."
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Capitalization and stock references

Stocks iParvalue Amount Amount
Stocks per share authorized outstanding

Classes: 1
7 per cent cumulative preferred (sterling) shares (,600,000) £5 £8,000,000 £8, 00, 000
7 per ent cumulative preferred shares (000) ............. 8100 $32,000, 000
Ordinary shores (2. o0,00 .......................... l's 10.0 £ 100, ODD

I Entire authorized issue reserved for conversions of the first mortgage 6 per cent convertible gold bonds,
due July 1, 1954.

The cumulative preferred (dollar) shares will be entitled to receive cumulative
dividends at the rate of 7 per cent per annum on the capital paid up or credited
as paid up thereon, payable quarterly on the 1st day of JaLruary, April, July, and
October. Dividends Will accumulate from the quarterly dividend date next
preceding the issuance of such shares.

The cumulative preferred (dollar) shares shall be issued subject to the provi-
sion that the company may redeem all or any of such shares on any dividend
date, upon 60 days' notice,'at 105 per cent, plus accrued dividends.

In any liquidation the cumulative preferred (dollar) shares will be entitled to
repayment of the capital paid tip or credited as paid up thereon, plus a premium
of 5 per cent thereof, and to all accumulated unpaid dividends thereon, calculated
down to the date of repayment of capital, whether or not earned or declared, but
to no further right to participate in profits or assets.

The cumulative preferred (dollar) shares and the cumulative preferred (ster-
ling) shares shall, both as regards dividends and rights in case of liquidation,
have priority over the ordinary shares. Such cumulative preferred (dollar)
shares and cumulative preferred' (sterling) shares shall rank par! passu, subject
(1) to certain hereinafter described provisions with'regard to redemption of the'
cumtRative preferred (dollar) shares, (2) to the difference in premium payable in
case of liquidation to the holders of such cumulative preferred (dollar) shares
and cumulative preferred (sterling) shares respectively [such premium in the
instance of the cumulative preferred (dollar) shares being 5 per cent and in the
instance of the cumulative preferred (sterling) shares being 10 per cent), and
(3) to due allowance being made in respect of the difference in the nominal
amount of such respective shares; provided, that if it shall become necessary in
case of liquidation, or for any other purpose, to ascertain the sterling equivalent
of the cumulative preferred (dollar) shares, conversion shall be effected at the
rate of exchange ruling at the time.

Cumulative preferred (dollar) shares, cumulative preferred (sterling) shares,
and ordinary shares carry the right to one vote per share at general meetings of
the company.

In the articles of association, the company has agreed as follows:
(1) On January I and July 1 of each year the company will pay to The National

City Bank of New York at its head office in the city of New York (but only
out of profits otherwise available for dividends and after provision has been
made for dividends on the cumulative preferred (dollar) shares and cumulative
preferred (sterling) shares, and subject to the pro rata rights of the cumulative
preferred (sterling) shares with respect to the sinking fund), a sum of money
equivalent to the half-yearly instalment sufficient to redeem, by equal half-yearly
instalments, by July 1, 1954, all the cumulative preferred (dollar) shares which
are at the time of any such payment outstanding.

(2) From time to time The National City Bank of New York shall pay over
to the company out of such sum of money, $105 for each cumulative preferred
(dollar) share redeemed or retired, upon production of evidence to the bank that
the company has redeemed and retired or (if lawful) has purchased and retired
such shares.

(3) If in any year the company has insufficient profits available to meet in
full the requirements of the above-mentioued sinking fund and any sinking fund
(up to but not exceeding an accumulative sinking fund of I per cent per annum,
increased by 3 pence per metric quintal of nitrate sold by the company from
lands owned by it on June 17, 1929, in excess of 1,600,000 tons in any year)
which may at any time hereafter be established for the amortization, directly or

II
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indirectly, of the cumulative preferred (sterling) shares, or of any income bonds
for which the cumulative preferred (sterling) shares may be 'exchanged, the
amount so available shall be appropriated to such sinking funds pro rata.

No cumulative preferred (dollar) shares redeemed or retired, in accordance
with the foregoing provisions, shall be reissued.

HISTORY, BUSINESS, PROPERTY, AND SALES

The company was incorporated January 4, 1889, under the English companies
acts and the duration of its charter is perpetual. The company is the largest
present producer of Chilean nitrate. The company owns more than 1,100 square
kilometers (approximately 418 square miles) of laid, located in Chile (where the
only known commercial deposits of nitrate exist), and conservatively estimated to
contain approximately 30,000,000 metric tons of nitrate recoverable under the
Shanks process. The company owns 26 plants equipped to operate under the-
Shanks process, which is the process exclusively used in Chile with the .sole ex-
ception of the Maria Elena plant of Anglo-Chilean Consolidated Nitrate Corpo-
ration, which operates under the new Guggenheim process and is by far the largest
present plant in Chile. Ten of the company's plants are in present operation
producing at the annual rate of approximately 800,000 metric tons. The cost of
production in these plants is believed to be as low as that attained by any other
nitrate company in Chile, except Anglo-Chilean Consolidated Nitrate Corpora-
tion, and is considerably below the average for the industry.

The company has commenced operations looking to thie construction on its
property of a plant for the extraction of nitrate under the Guggenheim process.
The .new plant. is designed for an ultimate capacity. of 540,000.metric tons of
nitrate per annum and, it is expected, will be in complete operation not later than
July 1, 1932. Anglo-Chilean Consolidated Nitrate Corporation has acquired
the patents and all rights, present and future, to the Guggenheim process and has
licensed the company for the use of the process, free of royalty (except one initial
payment of $485,000) on all lands now owned and unimproved lands hereafter
acquired in Chile.

The outstanding features of the Guggenheim process are the ability to extract
sodimn nitrate efficiently front rock of lower grade than is considered economical
for use in the Shanks process, the conservation of all heat wastes in the operation
and the employment of about one-fourth of the men necessary for similar produc-
tion under the old process. Thus, it is possible to introduce mechanical methods
for handling the material on a larger scale than heretofore, the available reserves
of nitrate are greatly expanded, the output per unit of fuel consumed is materially
increased, and, incidentally, a purer product is delivered. The experience of
Anglo-Chilean Consolidated Nitrate Corporation has shown that the quantity
of nitrate recoverable from a given area of average nitrate land is about 100 per
cent more and the unit production cost about 40 per cent less under the Gug-
genheima process than under the Shanks process.

The sales of nitrate in metric tons for the past three years and six months have
been as follows: 286,476 in 1926; 483,056 in 1927; 283,796 in the six months
ended June 30, 1928, and 541,449 in the year ended June 30,1929.

With the new plant to be constructed for operation under the Guggenheim
process operating at full capacity the net earnings of the company, after deprecia-
tion and depletion, before interest, are estimated at approximately $13,400,000
per annum, equivalent to five times the combined maxinum annual interest
requirements on the present issues of debenture stock and the bonds. On the
basis of the foregoing estimate, and deducting combined mnaxinmui annual interest
requirements on the issues of debenture stock and the bonds, annual dividend
requirements on the even per cent cumulative preferred shares outstanding and
United States Federal income taxes at the present rate of 12 per cent per annum,
payable by said Lautaro Nitrate Corporation, the balance is equivalent to $1.66
per share of common stock, without par value, (,f said Lauxaro Nitrate Corpora-
tion. The amount of depreciation and depletion deducted in this calculation is
quivalent to more than 70 cents per share of coinion stock, without par value,
said Lautaro Nitrate Corioration.

SUBSIDIARIES

The company has no subsidiaries.
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FUNDED DEBT

In addition to the bonds the listing of which is covered by this application the
company had outstanding on June 7, 1929, £1,119,745 first mortgage debenture
stock, due December 1, 1940, and £1,126,380 first mortgage (Antofagasta) de.
benture stock, due December 1, 1940.

Said £1,119,745 debenture stock is issued under and secured by a certain trust
deed, dated July 28, 1924, from the company to The Law Debeture Corporation
(Ltd.). Said trust deed creates a first charge under Chilean law on certain
properties of the company on part of which the bonds the listing of which is
covered by this application are a junior lien as hereinbefore stated. The total
authorized issue is £1,500,000, all of which has been issued and the balance of
which, to wit, £380,255, has been retired through a sinking fund to June 7, 1929.
Said debenture stock is subject to call on any interest date after June 1, 1932, on
six months' notice or in the event of liquidation for amalgamation or reconstruct.
tion, at 102 per cent. Said trust deed provides for a sinking fund of £100,000
per annum, to operate by purchase at or under par or by drawings (in November
for repayment on Deceniher 1) at par. The amount of the sinking fund is, in
the event of the company selling in any one year more than 4,000,000 metric
quintals of nitrate of 100 kilos each from the grounds specifically mortgaged, to
be increased in the next year by an amount equal to 2s. for each quintal sold in
excess of 4,000,000. Said debenture stock is listed on the London Stock Ex.

Said £1,126,380 (Antofagasta) debenture stock is issued under and secured by
a certain trust deed, dated October 22, 1925, from the company to The Law
Debenture Corporation (Ltd.). Said trust deed creates a first charge under
Chilean law on certain properties of the company on part of which the bonds the
listing of which is covered by this application are a second lien (as hereinbefore
stated), and creates a charge (subject to the charge of the said trust deed dated
July 28, 1924) on the properties of the company subject to said trust deed, on part
of which the bonds the listing of which is covered by this application are a junior
lien (as hereinbefore stated). The total authorized issue is £1,500,000, all of which
has been issued and the balance of which, to wit, £373,620, has been retired through
a sinking fund to June 7, 1929. Said debenture stock is subject to call at 102 per
cent on any interest date after June 1, 1932, on six months' notice. In a voluntary
liquidation for amalgamation or reconstruction said debenture stock will not be
redeemed at less than 102 per cent. In said trust deed provision is made for anannual sinking fund to operate by purchase at or under par or by drawings (in
November for repayment on December 1) at par. The amount of the sinking

fund is, in the event of the company selling in any year more than 7,20000w

metric quintals of nitrate produced from the grounds specifically mortgaged, tobe increased in the next year by an amount equal to 2s. for each quintal sold inexcess of 7,200,000 quintals. Said debenture stock is listed on the London Stock
Exchange.

DIVIDENDS
Prior to October 1, 1929, the capitalization of the company consisted of 96,000ordinary A shares, 96,000 ordinary B shares, and 96,000 ordinary C shares, not

entitled to dividends until the happening of certain contingencies, and o1,312,000 ordinary shares of £5 each. On that date a dividend of 6 per cenon the said 1,312,000 ordinary shares was declared, payable 3 per cent on October25, 1929, and 3 per cent on December 31, 1929. On October 1,1929, subject
to and without prejudice to the said dividend, the capitalization of the companywas altered and the said ordinary shares, ordinary A shares, ordinary B shares,and ordinary C shares became known as 7 per cent cumulative preferred (ster-ling) shares, dividends upon which accumulate from January 1, 1930.The company has paid dividends on its ordinary shares as follows: 1919,16 per cent; 3 years to 1922, nil; 1923, a share bonus of 42 6/7 per cent outof reserve; 2 years to 1925, 15 per cent each year; 1926, 5 per cent; 1927, nil;to June 30, 1928, 3 per cent; 12 months to June 30, 1929, nil.

EMPLOYEESThe number of employees of the company is approximately 15,000.
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DEPRECIATION AND DEPLETION

The charges against earnings for the depreciation and depletion of the prop-
erties of the company for the last fiscal year were as follows:
Depreciation --------------------------------------------- $713, 727. 74
Depletion ------------------------------------------------ 433, 129. 11

Total ----------------------------------------------- 1, 146, 856. 85

FINANCIAL STATEMENTS

There are hereinafter set forth the following financial statements of the com-
pany:

(a) Income account for the years ended December 31, 1926, and December 31,
1927, the six months ended June 30, 1928, and the year ended June 30, 1929;

(b) Surplus account for the years ended December 31, 1926, and December 31,
1927, the six months ended June 30, 1928, and the year ended June 30, 1929; and

(c) Balance sheet at December 31, 1926, December 31, 1927, June 30, 1928,
and June 30, 1929.

The Lautaro Nitrate Co. (Ltd.)

(A) INCOME ACCOUNT I

Year ended Year ended 6 months Prnded Year ended
Dec. 31, 1926 Dec. 31, 1927 June 30, 1928 June 30, 1929

Net sales ............................... $14,961,577.82 $22,409,112.23 $12,123,891.25 $22,238,746.04

Cost of sales (ex-deprecialion) .......... 12,710,882.17 19,151,534.57 9,861,916.99 18,361,048.27
Depreciation ........................... 452,979.18 490,708.51 86, 815.71 1,146,8M. 85

Total cost of sales ................ 13,163,801.35 19, 642,303.08 10,448,732.70 19,507,905.12

Gross profit ..................... ,797, 716.47 2,768, 809.15 1,675,158.55 Z 730,840.92
General and administrative expence.... 5,,504.47 490, 508. 40 240,107.27 509, 347. 01

Net profit ........................ 1,241,212.00 2,276,300.75 1,435,051.28 2,221,493.91
Other income and deductions (not) ..... 179,421.22 !59,14.67 126,064.74 607, (04.21

Income available for interest and
taxes ........................... 1,419,33.22 2,435,449.42 1,561,116.02 2,889,098.12

Interest ................................ 957, 529.86 167, M 15. 07 389,382.78 823,785.26
Taxes .................................. 1 39,779.74 40, 000. 68 ................ ................

Total interest and taxes .......... 997,309.60 1.007,155.75 389,382.78 823,785.26

Net income ...................... 422,323.62 1,428,293.67 1,171,33.24 2,065,31Z86

(B) SURPLUS ACCOUNT I

Surplus at the bertnning of the period. $3,370,843.03 $2,143,760.89 $3,527,315.85 $3,642.696 42
Less: Adjustments (net) ............... 53,193.76 .44,738.71 98,725.47 630,415.39

3,317,649.27 2,099,022.18 3,428,590.38 3,012,181.03
Add: Net income for the year .......... 422,323.62 1,428,293.0* 1,171,733.24 2,065,312.86

Ialance ......................... 3,739,972.89 3,52735.85 4,600,323.62 5,077,493.89

Less Dividends paid ...... 9212..... 57, 727. 20 ............

Surplus at end of period .......... 2,143,760.89 3,527,315.85 3,642, 96.42 5.077,493.89

I Fiscal year changed in 1928 to end June30 Instead of December 31.
NoTZ.-Conversons of the company's accounts from pounds sterling into United States dollars have

been made at the rate of $4 8665 to the pound.
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The Lautaro Nitrate Co. (Ltd.)-Continued

(C) BALANCE SHEET' I

Year ended Year ended 6 months ended Year ended
Dec. 31, 192 Dec. 31, 1927 I June 30, 1928 June 30, 199

ASSISTS

Cash ................................... $505,052.67 $2,159,542.71 $1,168,983.18 $835,246.67
Cash deposit with respect to proposed

issue of first mortgage 6 per cent con.
vertible gold bonds ................................................... ................ 559,952.94

Sundry debtors and suspense items ..... 1,148,117.82 909,968.10 1,051,76.23 1,615,430.90
Stocks of nitrate, iodine and general
stores ................................ 1 8,970,353.02 5,018,614.38 6,695,387.88 12,129,781.57

Total current assets .............. 10,623,523.51 8,088,125.19 8,916,137.29 15,140,412.0
Property, buildings, and equipment .... 46,904,306. 14 47,382,404.48 47,610,356.70 54,849,253.18
Lees: Reserve for depreciation ......... 4,730,191.77 5,073,259.82 5,599,953.08 6, 623,9 0 67

Net Investments in property.....!42,174,114.37 42,309,144.66 42, 010, 403.62 f 48,225,31& 51

Investment in and advances to Com. I
panit Salitrerat Blanco Encalada ... 958,299.74 686,019.56 572,147.83 .....

Other investments ................... 49,891.12 82,124.13 118,883.73 06,891.51
Deposits in guaranty (contra) .......................... 225,641.60 189,675.24 153,870.27
Guaranty for workmen's accident pen-

sion (contra) ......................... ................................................ 123,077.90

Total assets ......................53.803,828.74 51,391,055.14 81,807,247.71 63,649,508 27

LIABILITIES

Bankers for guaranties (contra).................... 225,641.60 189,675.24 153, 870.27
Bank overdrafts ................... 903409.33 ............................... 907,431.52
Bills payable ...........................:I 206095. 54 311,219.73 859,.552.86 248,182.46
Accounts payable ................. 2,062968.48 1,468,491.19 1,966,342.90 1,881,393.87
Reserves for taxes ................. 1,301, 508.20 424,881.46 509, 087. 0 154,502.80
Export duties .......................... .........7..... 574,956.05 125,117.96 64,794.99
Interest payable ........................ 75, 48. 74 69,819.19 65, 600. 42 ..........
Unclaimed dividends .................. 84,104.31 36,111.62 88,290.48 1 27, 577.48
Customers' advances ................... 146,733.25 82,406.15 4,037.74 4,413,542.06
Other current liabilities ................ 2,725.24 ................................................

Total current liabilities ....... .. 5,783,030.09 3,193,526.99 3,807,704.60 7, 851, 295. 45
6% per cent first-mortgage debenture I

stock ................................ 13,552,574.72 12,310,400.68 11,983,293.93 10,974,808.39
Mortgage guaranty for workmen's ac-

cident pensions (contra) .............. ................ ................................ 123, 077.90
Reserves for workmen's accident insur- i

ance and pensions ..................................................... 225,986. 06
Fireinsurance fund .................... 331,950.78 362,574.20 376,415.26 391,909.06
Employees' pension fund ............. .72,997.50 72 997. 0 72,997. 50 72,997.50
Capitalstockissuedandsubscrihed .... j 31,921,514.76 *31, 924, 240. t0 31,924,240.00 38,032,000.00
Profit and loss ......................... 2,143,760.89 3,527,315.85 3,642,596.42 5,077,493.89

Total liabilities .................. 1 53,805,828.74 51,391,055.14 51,807,247.71 63,649,568.27

I Fiscal year changed In 1928 to end June 30 instead of December 31.

NoTr.-Conversions of the company's accounts from pounds sterling into United States dollars have
been made at the rate of $4.8665 to the pound. The foregoing balance sheet does not give effect to the issue
of the bonds the listing of which is covered by this application. The net proceeds of sale of the bonds
were deposited with the trustee in accordance with the provisions of the Indenture (as hereinbefore set forth
under the caption "deposited Moneys and Construction Fund.") The present capitalization of the com-
pany is also hereinbefore set forth under the caption "Capitalization an d Stock Preferenq."

AGREEMENTS

The Lautaro Nitrate Co. (Ltd) agrees with the New York Stock Exchange as
follows:

Not to dispose of an integral asset or its stock interest in any constituent,
subsidiary, owted or controlled company, or allow any constitticlt, subsidiary,
or owned or control companies to dispose of an integral asset or stock interest in
other companies unless for retirement and cancellation without notice to the
stock exchange.

To publish once in each year and submit to the stockholders, at least 15 (lays in
advance of the annual meeting of the company a statement of its financial con-
dition, a consolidated income account covering the previous fiscal year and a
consolidated balance sheet showing the assets and liabilities at the end of the
year; or an income account and balance sheet of the parent company and of all
constituent, subsidiary or owned or controlled companies.
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To maintain, in accordance with tile rules of the stock exchange, a fiscal agency

in the Borough of Manhattan, city of New York, where the principal of the bonds
with interest thereon shall be payable; also a registry office in the Borough of
Manhattan, city of New York, where the bonds shallfbe registerable as to prin-
cipal.

To notify the stock exchange 30 days in advance of the effective date of any
change in the authorized amount of tle bonds.

Not to make any change in the bonds or of the trustee of the bonds without
the approval of the committee on stock list and not to select as a trustee an officer
or director of the company.

To make application to the stock exchange for the listing of additional amounts
of listed securities prior to the issuance thereof.

To publish promptly to holders of the bonds any action in respect of interest
on the bonds, notice thereof to be sent to the stock exchange.

To publish such notices as may be required by the indenture with rspcet to
redemption of bonds through the sinking fund or otherwise both in the United
States of America and elsewhere on the same calendar day.

GENERAL

The fiscal year of the company ends June 30.
The annual meeting of the company is held once in every year at such time

(not being more than 15 months after the holding of the last preceding annual
meeting) and place as may be determined by the board of directors.

The company maintains offices at 53-54 Leaden hall Street, London, E. C. 3,
and Calle Pra, 239, Valparaiso.

The direct: r3 are: E. A. Cappelen Smith, chairman; Alfred Houston vice
chairman; C.4,'los Cavallero, Jose M. Rios Arias, Jorge Vidal, Carlos Castro
Ruiz. Edward Savage, Paul H. Mayer, Emiliano Figueroa, Robert Marsh, jr.,
Fernando Santa Cruz, and Joaquin Irarrazaval; Jorge Vidal, manager.

The London board is: Solomon Robert Guggenheim, chairman; Right Hon.
The Earl Castle Setwart, M. P John Hunter, William Egerton Mortimer,
L. M. Florent Pasquet, Admiral Air Aubrev Smith, K. B. E., C. B., M. V. 0.,
and E. A. Cappelen Smith, John Hunter, secretary.

The registrar of the bonds is City Bank Farmers Trust Co., New York City.
Both interest and principal are payable at the head office of the National City

Bank of New York, and are also collectible, at the option of the holder, at the
city office of the National City Bank of New York in London, England, in pounds
sterling, or, at the Amsterdamsche Bank, in Amsterdam, the Netherlands, in
guilders, in each case at the then current buying rate of such banks for sight
exchange on New York.

The outstanding interim receipts of the National City Co. for the bonds are
exchangeable at the office of the National City Co., in New York City, for bonds,
with certificates for common stock of said Lautaro Nitrate Corporation.

THE LAUTARO NITRATE CO. (LTD.),
By PAUL H. MAYER, Director.

This committee recommends that the above-described $32,000,000 first mort.
age 6 per cent convertible gold bonds, due July 1, 1954, included in Nos.
M-1 to M-32000 for $1,000 each be admitted to the list on official notice of
issuance in exchange for outstanding and listed interim receipts of the National
City Co., in accordance with the terms of this application.

ROBERT GIBSON, Chairman.
Adopted by the governing committee, December 26, 1929.

ASHBEL GREEN, Secretary.

This exhibit constitutes an essential part of the application. The statements of
fact contained in it are made on the authority of the applicant corporation in the
same manner as those in the body of the application.

EXHIBIT A

SINKING FUND

The indenture provides in article 4, sections 22, 23, and 24, as follows:
"Section 22. As and for a sinking fund for the retirement of the bonds, the

company will pay to the trustee on April 15, 1930, and semiannually thereafter
on October 15 and April 15 in each year, to and including October 15, 1932, a
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sum in each case equal to $2.50 for each ton of nitrate extracted from a~iy part
of the first mortgage properties during the six months' period ending on Decem.
ber 31 or June 30, as the case may be, next preceding the date of such piiyment,
the sums (if any) so paid being hereinafter referred to as 'Preliminary sinking
fund payments'; and on April 15, 1933, and semiannually thereafter, on October
15 and April 15 in each year, so long as any of the bonds remain outstanding End
unpaid, the company will pay to the trustee the sum of $782,250 (hereinafter
referred to as 'Fixed sinking fund payment') in each case: Provided, That, if the
total aggregate number of tons of nitrate extracted from the first mortgage proper.
ties subsequently to June 30, 1929, and prior to the interest date next preceding
the date of any fixed sinking fund payment, shall be in excess of 275,000 tons
multiplied by the number of six months' periods elapsed between June 30, 1932,
and said interest date, the company shall pay to the trustee, at the time of making
such fixed sinking fund payment, an additional sum (hereinafter referred to as
'Additional sinking fund payment') equivalent to $2.50 for each ton of nitrate
so extracted in excess, less a sum equivalent to the aggregate amount of all addi.
tional sinking fund payments (if any) previously made: And provided urther,
That the aggregate amount of all preliminary sinking fund payments (if any)shall be credited as payment on account of the fixed sinking fund payment due
April 15, 1933, the excess (if any) to be credited against subsequent fixed sinking
fund payments.

"Subsection A. For the purpose of the sinking fund, the number of tons of
nitrate extracted from the first mortgage properties shall be calculated as follows:

"(a) In case of nitrate extracted from unmixed ore, the number of tons of
nitrate actually extracted therefrom at the mortgaged plant shall be deemed to
be the amount of nitrate, contained in such ore, extracted from the first mortgage
properties.

"(b) In case of nitrate extracted from mixed ore, the aggregate nitrate content
of such ore shall be determined as nearly as practicable on the basis of the aggre-
gate tonnage and the average grade thereof, and the plant extraction (as defined
in paragraph (z) of section 1 hereof) from such mixed ore shall be applied to the
nitrate content of so much thereof as was mined from the first mortgage proper-
ties; and the resulting multiple shall be deemed to be the amount of nitrate,
contained in such ore, extracted from the first mortgage properties: Provided,
That, in such calculation, the plant extraction applies to he nitrate content of
ore mined wholly from the first mortgage properties shall not be less than 84
per cent irrespective oi the actual plant extraction.

"(f ) In case any ore mined from the first mortgage properties shall be delivered
for treatment to any plant other than the mortgaged plant, the aggregate nitrate
content of such ore shall be determined as nearly as practicable on the basis of
the aggregate tonnage and grade thereof, and an arbitrary plant extraction of 88
per cent shull be applied thereto; and the resulting multiple shall be deemed to
be the amount of nitrate, contained in such ore, extracted from the first mortgage
properties.

"Section 23. Any sinking fund payment may be made, at the option of the
company, either in cash or in bonds with all unmatured interest coupons attached,
or partly in cash and partly in bonds, which bonds shall be accepted by the trustee
at a value equivalent to the redemption price thereof. Upon conversion of any
bond or bonds into dollar preferred shares, in accordance with the provisions of
article 9 hereof, the company shall, at its option, be entitled to a credit on account
of any sinking fund payment or payments becoming due subsequently thereto
in an aggregate amount equal to 105 per cent of the principal amount of any bond
or bonds so converted.

"Section 24. Any cash at any time paid into the sinking fund shall be applied
by the trustee to the redemption of bonds, in the manner provided in this article 4,
on the next succeeding interest date, at the said redemption price: Provided,
That such cash shall be sufficient to redeem not less than $50,000, aggregate
principal amount, of bonds.

"Any such cash shall be so applied by the trustee in the following manner:
"If, 70 days prior to any interest date, there shall be on deposit with the trustee

for account of the sinking fund, a sum in cash sufficient to redeem, at the said
redemption price, bonds of an aggregate principal amount of $50,000, or more, the
trustee shall select, by lot, in any manner deemed by the trustee to be fair, for
redemption on such interest date, such number of bonds as shall equal the amount
of such cash divided by 1,050, without taking into account any fractions in such
result, and shall thereupon cause notice of redemption of the bonds so selected
to be given in the manner provided in section 21 hereof."
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AMERICAN I. G. CHEMICAL CORPORATION

(A corporation organized under the laws of Delaware on April 26, 1929)

GUARANTEED 5% PER CENT CONVERTIBLE DEBENTURES

(Guaranteed by I. G. Farbenindustrie Aktiengesellschaft (I. G. Dyes), Frankfort
on the Main, Germany)

Original listing: Definitive engraved debentures in exchange for outstanding
listed interim receipts of the National City Co.
Total authorized issue -------------------------------------- $30, 000, 000
Amount outstanding ---------------------------------------- 29, 990, 000
Amount applied for ---------------------------------------- 29, 990, 000

Authorized by board of directors, April 26, 1929; no other authority required,

Capital securities

Number of shares

Par value
Authorized Authorized Previous- Outstand.
by charter for issue ly listed Ing

STOCK
Classes:

Common, class A ...................... None. $3,000,000 $910,000 None. $400, 170
Common, class B ...................... None. 3,000,000 3.000,000 None. 3,000,000

BONDS Interest Amount
rate authorized

Guaranteed 5 per cent convertible de-
bentures, due lay 1, 1949 ............... S 30,000.000 30,000,000 None. 29,990,000

NEW YORK CITY, June 1, 199.
American 1. G. Chemical Corporation, a corportation organized and existing

under the laws of Delaware (hereinafter referred to as the "company") hereby
makes application to have listed on the New York Stock Exchange $29,990,000
aggregate principal amount, of its definitive engra-ed guaranteed 5% per cent
convertible debentures (hereinafter called the '.'deentures"), due May 1, 1949
included in Nos. M-1 to M-29990 of the denomn.iation of $1,000 each, on official
notice of issuance and in exchange for outstanding and listed interim receipts of
the National City Co.

AUTHORITY FOR ISSUE

The debentures issued under and secured by a trust agreement, dated May 1,
1929, executed by the company, 1. G. Farbenindustrie Aktiengesellschaft (I. G.
Dyes), as guarantor (hereinafter sometimes referred to as the "guarantor"), and
the National City Bank of New York, as trustee (hereinafter referred to as the
"trustee"). Execution of the said trust agreement and the issue of the deben.
tures were authorized by resolution of the board (( directors adopted April 26,
1929. No further authority required.

PURPOSE OF ISSUE

The proceeds from the sale of the debentures will be used to acquire the stock
of certain American chemical companies and for the purpose of fostering and
financing the development of chemical and allied industries.

The bonds were sold by bankers at 95 and interest.

SOCIETY

The debentures arc the direct credit obligations of the company and are secured
by various restrictive covenenats which are discussed in detail under the heading
"covenents."

GUARANTY

The guarantor guarantees as and for its own debt the due and punctual pay-
ment of the debentures, at maturity, or, in case of redemption thereof prior to
maturity, upon such redemption, and the premium, if any, in case of redemption

Im .
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thereof prior to maturity, and the due and punctual payment of the interest
thereon as the same becomes due from time to time. The guaranty is indorsed
upon each of the debentures, in form as provided in the said trust agreement,
executive with the facsimile signatures of two duly authorized representaveb of
of the guarantor and countersigned by a duly authorized representative of the
guarantor.

The guarantor has irrevocably appointed the company, as and for its daily
authorized representatives during the life of the said trust agreement upon whom
all notices anI demands and any and all service of legal process with respect to
the debentures and the said trust agreement may be served with the same legal
force, effect, and validity as if served upon the guarantor.

DESCRIPTION OF THE DEBENTURES

The debentures referred to in the said trust agreement as "guaranteed 5Y per
cent convertible debentures" are dated May 1, 1929, mature May 1, 1949 and
bear interest at the rate of 5Y per cent per annum, payable semiannually on
November 1 and May I in each year. Both principal and interest are payable at
the head office of th'e trustee, in the Borough of Manhattan, city and State of
New York, in gold coin of the United States of America of or equal to the standard
of weight and fineness existing May 1, 1929; both principal and interest are also
collectible, at the option of the holder, either at the city office of the National
City Bank of New York, in London, England, in pounds sterling, or at the
Deutsche Lacuderbank Aktiengesellschaft, Berlin, Germany, in relchsmarks, in
each case at the then current buying rate of the respective banks for sight exchange
on New York.

The debentures are in coupon form in the denomination of $1,000 each and are
not regiterable.

The debentures are executed in the company's name by its president or a
vice president, impressed or imprinted with the corporate seal or a facsimile
thereof, attested by its secretary or assistant secretary, and are authenticated by
the National City Bank of New York, as trustee; the interest coupons attached
to the debentures are executed with the facsimile signature of the company's
treasurer.

CONVERSION PRIVILEGE

The debentures are convertible, at the option of the holder, at any time prior
to January 1, 1939, or, in case this debenture shall be called for earlier redemption
then at any time up to and including the sixth full day prior to the date designated
for such redemption, into full paid and non-assessable common A shares of the
company, without par value, as the same shall be constituted at the tme of such
conversion, at the rate of (a) 17 shares of such stock for the principal amount
thereof, if converted on or before December 31, 1931, (b) 16 shares of such stock
for the principal amount thereof, if converted after December 31, 1931 and before
January 1, 1933, (c) 15 shares of such stock for the principal amount thereof, if
converted after December 31, 1932, and before January 1, 1934, (d) 14 shares of
such stock for the principal amount thereof, if converted after December 31, 1933,
and before January 1, 1935, (e) 13 shares of such stock for the principal amount
thereof, if converted after December 31, 1934, and before January 1, 1936, (f)
12 shares of such stock for the principal amount thereof, if converted after
December 31, 1935 and before January, 1937, (g) 11 shares of such stock for the
principal amount thereof, if converted after December 31. 1936 and before January
1, 1938, and (h) 10 shares of such stock, for the principal amount thereof, if
converted after December 31, 1937, and before January 1, 1939 and at rates
proportionate thereto in case of certain changes in thie capitalization of the
company of the character described In the said trust agreement, with a cash
payment of accrued interest and a cash adjustment for any balance of principal
not evenly converted (at the rate at which such principal is converted) into whole
shares of stock all in the manner and subject to the terms and conditions as
provided in the said trust agreement.

INDEBTEDNESS

The debentures constitute the only funded debt of the company, the aggregate
principal amount of which, under the said trust agreement, is not to exceed
$30,000,000.
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DEFAULT

In the event that there is any default by the company and the guarantor in the
payment of principal of any debenture when due, whether at maturity or pursuant
to notice of redemption or otherwise, or, in the payment of the premium, if any,
payable thereon, in the case of redemption thereof prior to maturity, or, in the
the payment of any interest on any debenture which shall continue for a period
thirty days, or, in the performance or observance of any other covenant or agree-
ment on the part of the company in any of the debentures, or in the trust agree-
ment contained, which shall continue for a period of sixty days after written
notice thereof shall have been given to the company by the trustee, which may
in its discretion give such notice as hereinafter provided, unless within such period
the company shall have in good faith commenced proceedings to remedy such
default, and/or the company or the guarantor shall be adjudicated a bankrupt
by a court of competent jurisdiction or by order of any such court a receiver of
Any essential portion of the property of the company shall be appointed and
such order shall have continued in effect for a period of ninety days, undischarged
or unstayed, on appeal or otherwise, then in each and every case the trustee may,
aid upon the written request of the holders of 25 per cent of the aggregate
principal amount of all the debentures than outstanding, shall by written notice,
mailed or delivered to the company, declare the principal of all the debentures
then outstanding to be due and payable immediately and, upon such declaration,
the same shall become and be immediately due and payable, anything in the said
trust agreement or in the debentures contained to the contrary notwithstanding,
subject, however, to the condition that, if at any time after the principal of the
debentures shall have been declared due and payable, all arrears of interest
such debentures, with interest on overdue installments of interest at the rate of
6 per cent per annum and all expenses and charges of the trustee, its agents,
attorneys and counsel, and all other sums payable tinder the said, trust agreement
for any purpose, shall be paid and every default in the performance or observance
of any covenant or agreement in the said trust agreement or debentures contained
shall have been made good or secured, then in each and every such case the
holders of a majority of tle aggregate principal amount of the debentures then
outstanding, by written notice to the company and the trustee, may waive such
default and rescind such declaration of maturity as, except for suci declaration,
would not have been or become so due and payable, and such waiver by a majority
of the aggregate principal amount of the outstanding debentures salal bind all
holders of the debentures then outstanding: Provided, That no such waiver or
rescission shall extend to or affect any subsequent default or impair any right
consequent thereon.

.Anything in the said trust agreement contained to the contrary notwithstand-
ing the trustee may at any time upon the written request of the boldes of a
majority of the aggregate principal amount of the debentures at the time out-
standing, waive any default mentioned in the said trust agreement except a
default in the payment of principal or interest of any of the debentures when and
as the same shall become due and payable by the terms thereof.

REDEMPTION OF DEBENTURES

The company shall have the right at its option to redeem in the following
manner all or any of the debentures outstanding under the said trust agreement,
in whole or in part, on any interest date prior to maturity, at a redemption
price equal to 110 per cent of the principal thereof, if redeemed on or before Novem-
ber 1, 1938, or for the principal amount thereof if redeemed thereafter. If at
any tine the company desires to redeem less than all the debentures at the time
outstanding, it shall notify the trustee in writing of the aggregate principal
amount thereof which it desires to redeem, specifying the interest date (which
shall not be less than seventy-five days after such notification) on which it desires
to make redemption. As soon as practicable thereafter (and in event within
10 days) the trustee shall select by lot in any manner deemed by the trustee to be
fair, the particular serial numbers of the debentures to be redeemed and shall
certify to the company the serial numbers so selected. The company shall
thereupon publish in at least two daily newspapers, written in the English
language, published and in general circulation in the Borough of Manhattan,
city and State of New York, once a week for eight successive weeks, the first
publication being not less than 60 days prior to the interest date on which redemp-
tion is to be made, notice of redemption of such debentures, specifying the serial
numbers thereof and the date of redemption and requiring that such debentures
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be surrendered at the head office of the trustee in the Borough of Manhattall,
city and State of New York, for redemption at the redemption price thereof
payable out of the money deposited with the trustee as provided in the said
trust agreement, and giving'notice, also, that, on such date, interest on such
debentures shall cease to accrue. In the event that the redemption shall be of
the whole of the debentures outstanding at the time, it shall give notice thereof
in like manner, except that the notice need not specify the serial numbers of the
debentures to be redeemed. All debentures redeemed pursuant to any of the
provisions of the said trust agreement shall forthwith be cancelled by the trustee
and shall be delivered to or upon the written order of the company and no
debentures shall thereafter be issued in lieu thereof.

COVENANTS

The company covenants with the trustee and with the respective holders of
the debentures, that it will duly and punctually pay or cause to be paid the prin.
cipal and interest of all the debentures issued under said trust agreement in
accordance with the terms thereof, and, so long as any of the debentures remain
outstanding and unpaid, the company (a) will at all times keep an office or agency
in the Borough of Manhattan, city and State of New York, where notices and
demands with respect to the debentures and said trust agreement may he served,
and will, from time to time, give notice to the trustee of the location thereof
and in case the company fails so to do, notices and demands may be served at
the head office of the trustee in the Borough of Manhattan, city and State of
New York; (b) will not directly, or indirectly, extend or assent to the extension
of the time for the payment of any interest coupon or claim for interest of or
upon any debenture, and it will not be a party to any arrangement by purchasing
or refunding or in any manner keeping alive such interest coupon or claim for
interest; (c) will not execute any mortgage upon, or make any pledge of, or
create or suffer to be created any lien or charge on, any of its assets as security
for any indebtedness of any character, without expressly providing that all
debentures then outstanding so be secured ratably with any other indebtedness
secured by such mortgage, pledge, lien or charge, provided, that this covenant
shall not apply (1) to the execution of any purchase money mortgage on any
fixed property, as defined in the said trust agreement, acquired by It or to the
acquisition by it of fixed property subject to, and if the company so elects, the
assumption by it of the payment of, an existing mortgage or mortgages thereon,
if the aggregate indebtedness secured by such purchase money or other mortgage
or mortgages shall not exceed 60 per cent of the cost or fair value (whichever
shall be less) of the fixed property so acquired, or (2) to the pledge by the com-
pany nf personal property as security for any notes, debts or other obligations
incurr I In the regular course of business and maturing within 12 months from
the date of incurring the same* (d) will not consolidate or merge with or into
any other corporation , or sell all, or substantially all, of its properties and assets
to any other corporation, except upon the terms and conditions set forth in said
trust agreement, and the company will not enter into any such consolidation or
merger or make any such sale, if the holders of 66% per cent or more, of the
aggregate principal amount, of the debentures then outstanding shall object, in
the manner as provided in the said trust agreement; (e) will at al times maintain,
preserve and keep all its property, furnishings, and fixtures in thorough repair,
working order and condition so far as advantageous (in the judgment of the
board of directors of the company) to the business of the company; () will do
or cause to be done all things necessary to preserve and keep, in full force and
effect, its corporate existence and franchises, except as may be otherwise per-
mitted by law or by its certificate of incorporation, and will comply with all
lawful requirements of the laws of any State of the United States of America
and of any other government applicable to the company, and will not voluntarily
do, suffer or permit any act or thing designed to hinder, delay or imperil the
payment of the indebtedness evidenced by the debentures; (g) will promptly
pay and discharge, or cause to be paid and discharged, any and al lawful taxes,
rates, levies, assessments, liens, claims or other charges levied or assessed against,or imposed or accruing on, the company, or against or on any of its properties
or any part thereof, or upon the income derived therefrom, or from the operations
of the company; provided, that the company shall not be required to pay or
discharge, or to cause to be paid or discharged, any such tax, rate, levy, assess-
ment, lien, claim or other charge so Iong as in good faith and by appropriate
legal proceedings the validity shall be contested; (h) will keep or cause to be
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kept all the buildings, structures, machinery, equipment, furnishings, fixtures,
products, materials, and supplies which the company may at any time own or
acq Uire, of a character such as is customarily insured, insured In good and respon-
sIble insurance companies, or at the option of the company, by means of adequate
insurance reserves set aside and maintained out of the gross earnings, against
loss or damage to the extent and in the amount (if any) that similar properties
are customarily insured; (i) will not, as provided in the said trust agreement,
alter or amend its certificate of incorporation, as filed in the office of the Secretary
of State of the State of Delaware on April 26, 1929; 0j will within 90 days after
the close of each fiscal year, render to the trustee a statement of the 'income
account of the company for such fiscal year and a balance sheet of the company
taken at the close thereof, certified by the president or vice president and the
treasurer or assistant treasurer of the company and audited by a competent
accountant or firm of accountants satisfactory to the trustee; and (k) the com-
pany, so long as any of the conversion rights of any of the debentures have not
been exercised, will not issue any of the stock or other securities convertible at
any time into the common A shares of the company at a price less than the con-
version price, determined in accordance with the provisions of the said trust
agreement.

AMERICAN I. 0. CHEMICAL CORPORATION

History and purpoe.-As a result of the development of its world-wide activ-
ities, I. G. Farbenindustrie Aktiengesellschaft (as more fully described l elow)
found it expedient and desirable to cause a corporation to be organized in the
United States under the name of American I. G. Chemical Corporation. This
company was incorporated on April 26, 1929, under the laws of the State of
Delaware, and endowed with broad corporate powers to foster and finance the
development of chemical and allied industries in the United States of America
and elsewhere. All of its common stock now outstanding was issued against
cash, or for the acquisition of stocks of certain American & ,emical companies,
including substantial Interests in Afga-Ansco Corporation and General Aniline
Works (Inc.) (formerly Grasselli Dyestuff Corporation), which two companies
are more fully described below. The company also intends to participate in
other chemical enterprises, especially in the development of new fields of chem-
ical activity.

Capitalization.-The capital structure of the American I. G. is as follows:

Author. I Outstand-
ized Ing

Guaranteed A% per oent convertible debentures .............................. $30,00,00$29,990,00
Common A shares, no par value ......................................... share _.. 3, 000, 000 400,170Common shares, no par value .......................................... do .... 3,000.000 3, 00, 000

A sufficient number of the common A shares will be at all times reserved to
provide for the convertible debentures. In addition the I. G. Farbenindustle
Aktiengesellsehaft has been granted an option exercisable from time to time prior
to January 1, 1935, to purchase as a whole or in part from the company, common
A shares, the aggregate of any such purchase or purchases not to exceed 1,000,000
shares, at prices equivalent to the current prices at which the debentures are
convertible, as provided in the said trust agreement.

Balance shed as of May 31, 19.09

AMTS
Cash and demand loans ----------------------------------- $10, 956, 107. 29
Loans due within 30 dyas -------------------------------- 5, 690, 000. 00
Bills and accounts receivable ----------------------------- 21, 071, 948. 10
Securities ---------------------------------------------- 20, 767, 000. 00
Organization expenses and deferred charges ----------------- 2, 768, 321. 42
Accrued interest ----------------------------------------- 153, 800. 59

Total assets ---------------------------------- 61, 407, 177. 40

LIABILMES
Notes and accounts payable ------------------------------ 408,053.00
Accrued Interest payable --------------------------------- 138, 906. 27

1 1
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Guaranteed 5% per cent convertible debentures:
Original issue ------------------------ $30, 000, 000. 00
Converted ---------------------------- 10,000.00

Outstanding ---------------------------------------- $29, 990, 000. 00
Capital:

Common stock A, no par value-
Authorized shares ---------------- 3, 000, 000. 00
Unissued shares ------------------ 2, 599, 830. 00

Issued and outstanding ------------ 400, 170 10,004, 250. 00
Common stock B no par value, authorized, issued, and out-

standing --------------------------------------------- 3, 000, 000. 00
Paid-in surplus ------------------------------------------ 17, 771, 850. 00
Net profit to May 31, 1929 -------------------------------- 94, 118. 13

Total liabilities ----------------------------------- 61, 407, 177. 40

Earnings available or interest.-It is expected that the net earnings of the
company from the securities aQquired by it, together with an amount equal to
6 per cent interest upon the initial cash funds in its treasury, will amount to more
than double the amount necessary for the payment of debenture interest.

AUFA-ANSCO CORPORATION

The Agfa-Ansco Corporation, incorporated in the State of New York, is en.
gaged in the manufacturing and selling of films, photographic materials, and
apparatus, and in this line is the second largest enterprise in the United States.
The company has factories in Binghamton, Johnson City, and Afton, N. Y., and
is now completing the construction of a large modern film plant in Binghamton.
It has acquired all the assets of Ansco Photo Products (Inc.), at Binghamton,
and of Agfa Photo Products of New York City, and, further, the entire capital
stock of Agfa Raw Film Corporation of New York City. Under a contract
with 1. G. Farbenindustrie Aktiengesellschaft, Agfa-Ansco has the sole right in
the United States to manufacture all photographic products developed by I. G.
Farbenindustrie Aktiengesellschaft. Of the 300,000 common shares without par
value outstanding, the company owns 120,000 and of the $5,050,000 par value
7 per cent cumulative preferred shares outstanding the company owns $2,020,000
par value.

GENERAL ANILINE WORKS (INC.), FORMERLY GRASSELLI DYE9ITUFF CORPORATION

The General Aniline Works (Inc.), is engaged in the manufacture of synthetic
organic chemicals and dyestuffs. It has a plant in Albany, N. Y., and in Linden,
N. J., where it manufactures a great variety of dyestuffs. Production has shown
steady and consistent growth, so that during the past two years the plant equip-
ment had to be considerably increased.

Under a contract with 1. G. Farbenindustrie Aktiengesellschaft, it has the
permanent right to exploit in the United States all duestuff patents and inven-
tions developed by the plants of I. G. Farbenindustrie Aktiengesellschaft. The
products of General Aniline Works, Inc. are sold by the General Dyestuff Cor-
poration, New York, which maintains branches and warehouses in the industrial
centers of the country. The corporation is also the beneficiary of profits derived
from the manufacture and sale of medicinal and pharmaceutical products. Of
the 130,000 capital shares of no par value, the Company owns 58,500 shares.

I. G. FARBENINDUSTRIE AKTIENGESELLSCHAFT

History.-The I. G. Farbenindustrie Aktiengesellschaft was originated at the
end of 1925 from the merger of the following Stock Companies previously as-
sociated in chemical and allied industries:

Badische Anilin & Soda Fabrik in Ludwigshafen a.Rh.
Farbenfabriken vorm. Friedr. Bayer & Co. in Leverkusen
Farbenfabriken vorm. Meister Lucius & Bruening in Ioechst a/M
Actiengeselschaft fuer Anilin Fabrikation in Berlin
Chemische Fabrik Griesheim Elektron in Frankfurt a/M
Chemisehe Fabriken vorm. Weiler-ter Meer in Uerdingen
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The absorbing company the Badische Anilin & Soda Fabrik, was founded in
1865, with principal office in Ludwigshafen a/Rh. At the time of the merger its
firm name was changed to I. G. Farbenindustrie Aktiengesellschaft and its prin-
cipal office transferred to Frankfurt a/M. The business of the other companies
are still carried on, as branches of the Company, with a corresponding addition
to their firm names.

On the strength of the decision of the general meeting of the I. G. Farbenin-
dustrie Aktiengesellschaft on September 1, 1926, the assets of the Koeln-Rottwell
A. G. Berlin, were taken over as of January 1, 1926. The powder factories of
this enterprise existing since 1872 were leased to the Dynamit A. G., formerly
Alfred Nobel & Co., in Hamburg, while the other factories (artificial silk, lino-
leum, etc.) are operated by the I. G. Farbenindustrie Aktiengesellschaft.

Business.&-The I. G. Farbenindustrie Aktiengesellschaft is one of the largest
and most successful corporations in the world engaged in chemical and allied
industries. 1. G. Farbenindustrie Aktiengesellschaft manufactures and dis-
tributes practically every chemical product required to cover the ever increasing
demands of modern commerce, industry, and agriculture. The more important
products include dyestuffs; pharmaceutical products, insecticides, and fungi-
cides, organic and inorganic chemical products; solvents and lacquers; light
metals (elektronmetal); photographic articles and films; artificial siik; synthetic
nitrogen, fertilizer, and other nitrogen products; synthetic gasoline.

The annual capacity of the synthetic nitrogen plants is over 600,000 tons of
pure nitrogen, or over one-third of the present total world consumption. Within
the last few years I. G. Farbenindustrie Aktiengesellschaft has also evolved a
process (the so-called hydrogenation process) of making synthetic gasoline from
coal, and is actually producing and marketing this product in Germany in in-
creasing quanities. 0

In 1927 1. G. Farbenindlistrie Aktiengesellschaft entered into a contract with
the Standard Oil Co. of New Jersey for the joint exploitation in the United States
of this hydrogenation process for treating crude oil. Negotiations are now pro-
ceeding looking to a broader working arrangement between the Standard Oil
Co. of New Jersey and I. G. Farbenindustrie Aktiengcsellschaft.

Properties and employees.-TI. G. Farbenindustrie Aktiengesellschaft, directly
or through its affiliated or constitutent companies, controls supplies of the prin-
cipal raw materials needed in its manufacturing processes. Its real estate aggre-
gates nearly 20,000 acres, including the sites of its great factories in excess of 100,
and brown coal mines with an annual production of about 20,000,000 tons.
It has 478 miles of private railway lines on which it operates over 12,000 privately
owned freight cars and locomotives. Total employees number over 140,000, in-
cluding some 2,000 chemists and engineers engaged in scientific research in its
laboratories.

Earnings available for guarantee.--The net earnings of the guarantor, available
for depreciation and dividends upon its stock, averaged during the three years
1926, 1927, and 1928 approximately $40,440,000, or over twenty-four times the
maximum interest requirement ($1,650,000) on these debentures. For the year
1928 such earnings amounted to over twenty-seven times such interest require-
ments.

Policy as to maintenance and depreciation.-The company sets adide an excep-
tionally large portion of its earnings to depreciation.

Although the total fixed assets of the company are carried at approximately
$107,500,000, the following amounts have been written off for depreciation,
depletion, etc.:
1924 ------------------------------------------------------ $10,770,000
1925 ------------------------------------------------------- 12,800,000
1926 ------------------------------------------------------ 17, 906, 000
1927 ------------------------------------------------------ 17,788,000
1928 ------------------------------------------------------ 17,082,000

Governmental retrictions.-There are no governmental restrictions against any
payments which the I. G. Farbenindustrie Aktiengesellschaft might be called
upon to make as guarantor of these debentures.

Currency.-Conversions of reichsmarks to dollars in this listing application have
been made at par of exchange, $1 equal to 4.2 reichsmarks.

92928-32-PT 2-20
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Capitalization

Authorized O ft

Reichsmark Dollars Rehemk Dlelars

Convertible debenturv, variable interest ......... 250, 000,000 ,523810 124&.6M 3%461.810
6 r cent preferrd stock, series A (Reichsmark

t,0,000,000 held for account of company) ...... 100,000,000 ,,0, Nee one.
34 ipw cent preferred stock, series B ........ 40,000,000 9,523810 4A.U1 9.,&A,510
Common stock (Reichsmark 160,702,200 held for

amount of company) ........................... 960,000,000 228,b71,429 ,"9.297.90 19 30,.000

)Zntire Baech mark 280,000,000 issued, but 176,400 already converted.

The present market value of the outstanding common stock of I. G. Dyes is
approximately $500,000,000.

Financial statements, I. 0. Farbenindutrie Aktieageal wActfl

1. Profit and loss account for the years ending December 31, 1926, 1927, and
1928.

2. Balance sheet for the years ending December 31, 1926, 1927, and 1928.



(I) PROFIT AND LOS ACCOUNT
(The net following profit figures are arrived at after deducting annual payment on account of Dawes debenture charges]

Dec. l, 1926 1 Dec. 31,1927 Dec. 31, 1928

Relchsmark Dollars Reichsmark Dollars Reichsmark Dollars

Grows profit -------------------------------------------------------------- 186,074,52.56 44,285,700.00 224,303,485.26 53,384, W]0. 00 257,139,238.00 61, 199, 1000
Less expenses: - _ __ _ __ _ _General overhead ----------------------------------------------------- 42,119,409.22 10,024,400.00 48,749,543.00 11,602,400.00 51,904,54L00 12,353,300.00

Interest on bonds ------------------------------------------------------- -, ---------------- ---------------- 15,000,000.00 3,57,000. 00
Depreciation -------------------------------------------- 7,23,860.97 17,906,400.00 74,741,809.00 17,788, 6. 00 71,776,528.00 17, 082, 0. OO

Total expenses ---------------------------------------------------- 117,356,270.19 27,930,800.00 123,491,352.00 29,391,O0. 00 138,681,069.00 33,006,100.00
Net profit -- ,71,------------------------------------------------68,718,255.37 16, 354,900. O 100,812,133.26 23,993,200.00 118,458,169.00 28,192, 00.00Surplus carried forward -------------------------------------------------- 1,80,604.49 429,700.00 2,396,739.86 570,400.00 4,426,777.92 1, 053, 60. 00

Total profit and los account --------------------------------------- 70.523,859.86 1, 7, 7K60. O 103,208,873.12 24,563,600.00 122,884, 946.92 29,246,600.00

(2) BALANCE SHEET . 0

Plant, buildings, machinery, 6upment, railways ........................
Bond and stock Interwts in halated and other companies ................
Inventories ............................................
R eceivables ---------------------------------------------------------------
Cash on hand and in banks ...............................................

Subscribed common stock in treasury:
Paid in ...............................................................
N ot paid in -----------------------------------------------------------

Subscribed preferred stock "A" in treasury:Paid in ---------------------------------------------------------------
N ot paid In -----------------------------------------------------------

Subscribed preferred stocks series "B" unpaid ............-.............

346,8K8,932 70
261.134,166. 63
226,034,585.44
454 672,970. 50
21,363,482.35

82,561,600.OO
62,149,90D.00
53,796,200.00

108, 212,100. 00
51,256, 50. 00

382,462,743.52
296,143,054. 77
245,914,828.46
411, 02,197. 00
191, 27 4,227.96

91,026, 100.00
70,482,100.00
58,527, 700. 00
98,008, .00
45,523,300.00

451,915,469.19
306,261,581.16
342, 126,14. 36
500,474,465. 75
251,088,75. 17

107, 5,900.00
72, 890,300. 00
81.426,000.00

119,112,900.00
59,759.100. 00

67,80,t200. 00 16,155,500.00 67,880,200.00 16,155, 0.00 80,212,200.00 19,09,5K00
35,490,00.00 8,446,600.OO 35,490,000.00 8,446,600.00 80.490,000.00 19, lb(, 00.09

103,370, 200. 00 24.602,100.00 103,370, 200. 00 24,602,100.00 168, 702, 200. 00 38,247,100.00

40, O, 000.o OD 520,O0.00 40.000.0oo.00 9,520,000.00 25,000, 000. 00 3,95000.00
12,O0,00M.00 28,560,000.00 120,D0 , O.00 28,560,000.00 75,000,000.00 17,85,000.00

160,00000000.00 38,08, 000.00 160,000.000.00 38,080,000.00 100.000.000.00 23,808,0,00.00
26,606,250.00 , 33, 300. 00 26,606,250.00 8,332 300.00 26. M, 250. 00 6,332,300.00

1,794,078,587.62 426,990,700.00 1,817,573,501.71 432,582,500.00 2,139,174,861.63 509, 1A3 6oo. 00
I-A
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(2) BALANCE SHEET-Continued

UAEII'IS
Common stock -----------....-------....------- ....--------- ...........
Preferred stock, series I" A ........................................... -
Preferred stock, serlesB" - --..........................................
Reserve fund ..............................................................
Pension and support fund .................................................
Jubilee fund ---------------------------------------------------------------
Foundations ..............................................................
Funded debt ..............................................................
Called bonds outstanding .................................................
Unclaimed back dividend, etc .............................................
Accrued bond interest .....................................................

Accounts payable:
D ue banks ------------------------------------------------------------
Due others ............................................................

surplus from previous year ................................................

Profit from current year ...................................................

Profi t ---------------------------------------------------------------

Dec. 31, 1926

Reicbsmark I
j *I -

900,00, 000. 00
160.000,000.00
40,000,000.00

173,154,993.95
3. 400, 000. 00

2404,18. 96
7.728,5W.50

201,157.1:1

Dec. 31,1927

Dollars Reichsmark

900,000.000.00160, ooo, 00o. 00
40,000.000.00

176.254,618.53
43,400.000.00
3.000,000.00
2, 840.99.15

962,131.59

.6, 641. 57

214,200.000.00
38,080, 000.0W
9, 520,000. 00

41,210,900.00
10, 29, 200. 00

71.000.00
57, 200. 00

1, 39, 400.00

47,900.00

I Dollars

214.200.000. 00
3. 080, (00. 00
9. 520,0.00

41,948,600.00
10, 329.200. 00

714,000.00
676. 2M.00
229,000. 00

--- 7, 300.00

---- -- -- --,

83,412,845.844 19,352,300.001 66,767,154.90 15,90, 600.00310,252,9M.. 3 73,840,2M.00 320 773.061. 85 76. 844,000. O00

Dec. 31, 1928

Reichsmark Dollars

60. 000. 000. 00
100. 000, 000. 00
40. O0, 000. 00

114.291.35.6
43.400.,000.00
3.000,000.00
2938,717.09

2 50,O 000. 00
471,76,.OR
614,040.19

1,000.000.00

82, 097, 711.3 3
30. 475.32.5.34

393,665,831.22 922,,692 500. o0 387. 540, 207. 75 92, -. 600.00 412. 573.036. 67

228,480000.00
23,, O. 000.00
9,520,000.00

44.913, 300. 00
10,329.200.00

714,000.00
699,700.00

59,500, MO. 00
112. 100.00
4,1 00. 00

3, 570,00.00o

19. 9. 300. 0

78.653.100.00

1,8 604.49 429,700.00 2,396..730.W 570,400.00 4,426.777.92 1.05.600.00
68,718,255.37 16,364,900.o00 ,100.,11133.23 23. W3,200.00 11.458,169.00 28,193000.o
70,6,859.M 16.784, 600.00 103.208,. 7121 424,63,600.00 122.8K, 94,L92 29,246.60.00

1,794,078,6587.52 420.990,700. 00 1.817.573,501.711425,0.0 213178663 092,0.0

- I
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AGREEMENTS

American I. G. Chemical Corporation agrees with the New York Stock Ex-
change as follows:

To notify the stock exchange in the event of a change in the character of its
business.

To notify the stock exchange in the event of any substantial change in the
management or affiliations of the company.

To submit statement of earnings annually.
To publish once in each year and submit to stockholders at least 15 days ill

advance of the annual mekting of the company a statement of its financial
condition, an income account covering the previous fiscal year, and a balance
sheet showing assets and liabilities at the end of the year.

To maintain, in accordance with rules of the stock exchange, an agency in tho
Borough of Manhattan, city and State of New York, where the principal of all
listed securities, with interest thereon, shall be payable, also a registry office in
the Borough of Manhattan, city of New York, where all listed stocks shall be
registered.

To notify the stock exchange 30 days in advance of the effective date of any
change in the authorized amount of listed securities.

Not to make any change in listed securities, of a transfer agency or of a registrar
of its stock, or of a trustee of its bonds or other securities without the approval of
the committee on stock list and not to select as a trustee an officer or a director
of the company.

To notify the stock exchange in the event of the issuance or creation in any form
or manner of any rights to subscribe to or to be allotted its securities or of any
other rights or benefits pertaining to' ownership in its securities so as to afford
the holders of its securities a proper period within which to record their interests,
and that all rights to subscribe or to receive allotments and all other such rights
and benefits shall be transferable and shall be transferable, payable, and deliverable
in the Borough of Manhattan, city of New York.

To make application to the stock exchange for the listing of additional amounts
of listed securities prior to the issuance thereof.

To publish promptly to holders of bonds any action in respect to interest on
bonds or allotment of rights for subscription to securities, notices thereof to be
sent to the stock exchange, and to give to the stock exchange at least 10 days'
notice in advance of the closing of the transfer books or extensions or the taking
of a record of holders for any purpose.

GENERAL

The fiscal year of the American I. G. Chemical Corporation is from January 1
to December 31.

The legal seat of the company is in the city of Wilmington, county of Newcastle,
State of Delaware.

The annual general meeting of shareholders will be held at the office of the
-company in the city of New York, State of New York, on the second Tuesday
in the month of April.

The board of directors consist of Prof. Dr. Carl Bosch, Walter Duisberg, Edsel
B. Ford, W. Greif, Max llgner, Adolf Kuttroff, Dr. F. ter Meer, Herman A.
Metz, Charles E. Mitchell, Hermann Schmitz, Walter Teagle, William H. Vom
Rath, Paul M. Warburg, W. E. Weiss.

The officers of the corporation are: Hermann Schmitz, president; W. Greif,
first vice president; Herman A. Metz, vice president and treasurer; Max ligner,
vice president; William H. Vom Rath, secretary; R. W. Iigner, assistant secretary;
G. Frank Fable, assistant treasurer.

The transfer agent, for the common A shares, of the company is the National
City Bank of New York.

The registrar, for the common A shares, of the company is Bank of the Man-
hattan Co.

Both principal and interest on the debentures are payable at the head office
of the National City Bank of New York, Borough of Manhattan, New York
City.

AMERICAN I. G. CHEMICAL CORPORATION,
By WILLIAM H. VOM RATH, Authorized Representatit,e.
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This committee recommends that the above-described $29,900,000 5% per cent
convertible debentures, due May 1 1949, included in Nos. M-1 to M-29990,
for $1,000 each, be admitted to the list on official notice of issuance in exchange
for outstanding interim receipts, in accordance with the terms of this application.

ROBERT GIBsoN, Chairman.
Adopted by the governing committee, June 26, 1929.. AsseIEL GREEN, S.cretary.



SALE OF FOREIGN BONDS OR SECURITIES IN THE
UNITED STATES

WEDNESDAY, JANUARY 8, 1932

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met at 10 o'clock a. in., pursuant to adjournment

on yesterday, in the committee hearing room in the Senate Office
Building, Senator Reed Smoot presiding.

Present: Senators Smoot (chairman), Shortridge, Couzens, Thomas
of Idaho, Jones, King, George, and Gore.

Present also: Senator Johnson.
The CHAIRMAN. The committee will come to order. Mr. James

Speyer, of Speyer & Co., will be our witness. Mr. Speyer, if you will
hold up your right hand and be sworn: You do solemnly swear that
the evidence you are now to give in this hearing before the com-
mittee will be the truth, the whole truth, and nothing but the truth,
so help you God?

Mr. SPEYER. I do.
The CHAIRMAN. .Just take a seat about the middle of the table

there opposite the committee reporter.

TESTIMONY OF JAMES SPEYER, OF SPEYER & CO., NEW YORK
CITY

(The witness was duly sworn by the chairman of the committee.)
The CHAIRMAN. Mr. Speyer, whom do you represent?
Mr. SPEYER. I represent Speyer & Co.
The CHAIRMAN. Just keep your scat. What is your business?
Mr. SPEYER. Investment bankers.
The CHAIRMAN. At New York City?
Mr. SPEYER. At New York City. The firm was established in

1837.
The CHAIRMAN. You deal in foreign bonds, (10 you not?
Mr. SPEYER. We deal also in foreign bonds. That is not our

exclusive business. We deal in American railroad bonds.
The CHAIRMAN. You have with you a list of all foreign loans which

you have made?
Mr. SPEYER. Yes, Mr. Chairman. This was gotten up in the last

few days, only finished on yesterday, and there may be some slight
errors, but I think it ib correct, subject to some small corrections.

Senator JOHNSON. Mr. Speyer, is your concern a copartnership or
a corporation?

Mr. SPEYER. A copartnership.
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Senator JOHNSON. Will you give us the members of that copartner.
ship, please?

Mr. SPEYER. Do you want all of their names?
Senator JOmHNSON. If you can state them.
Mr. SPE'VER. James 'Speyer, DeWitt Millhauser, Ralph Wolf,

Leon H. Kronthal, Louis J. Grumbach, all residents of New York
City; and Edward Beit von Speyer, my brother-in-law; and lHerbert
Beit von Speyer, his son, resident in lrankfort-on-Main.

Senator JoHINSON. Where do they reside?
Mr. SPEYER. The latter two are resident in Frankfort-on-Main,

Germany.
Senator JOHNSON. And vour residence is where?
Mr. SPRYER. New York7City.
Senator JOHNSON. And you have resided there for a great nany

years?
Mr. SPEYER. I was born there, one of the few people.
Senator JOHNSON. Those are the names of all of the members of

your copartnership?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. And all are nonresidents except yourself?
Mr. SPEYER. Oh, no. They are all residents of New York except

the last two members of my family.
Senator JOHNSON. That is, Mr. Edward Beit von Speyer and Mr.

Herbert Beit von Speyer?
Mr. SPEYER. Yes; and they live in Frankfort-on-Main.
Senator JOHNSON. Pardon me. I misunderstood you.
Senator KING. Are they American citizens?
Mr. SPEYER. Not the last two I mentioned.
The CHAIRMAN. Were they born in this country?
Mr. SPEYER. No, sir.
Senator JOHNSON. Have you there before you a list of foreign loans

that have been made by your firn?
Mr. SPEYER. Yes, sir; in detail. Here is a copy of the list.
Senator JoHNsoN. Mr. Chairman, I ask first that the list be put

into the record, and then I should like Mr. Speyer to run hastily
through it if he will.

The CHAIRMAN. Very well. The list may be made a part of the
record at the conclusion of Mr. Speyer's testimony.

Senator JOHNSON. Mr. Speyer, you will start out now with what
loan? "

Mr. SPa:YER. This list contains the foreign bond issues that we
have handled. It shows the purchase price, and sale price, and
spread, so called, and profits.

Senator KINO. Do you mean the gros profits as well as the profits
to your firm?

Mr. SPEYER. The gross profits to the firm.
The CHAIRMAN. 'Mr. Speyer, will you speak out a little louder so

that all nmemnicrs (.f the committee and the newspaper men can
hear you?

Mr. SPRYER. This list contains details of all foreign loans in which
Speyer & Co. participated, together with the amounts. prices, and
gross profits to Speyer & Co.

Senator COUZENS. Over what period of time?
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Mr. SPjEYER. Since the war. I thought that was all that you
wanted.

Senator COUZENS. Do you mean since 1918?
Mr. SPEYER. Well, in 1920 was the first foreign loan.
Senator JOHNSON. The first one, beginning November 1, 1920,

city of Berne, Switzerland, and now I will turn to the last column of
the statement where you have Speyer & Co.'s profits, if you will
turn to that.

Mr. SPEYER. Yes.
Senator JOHNSON. The total amount of all profits from all these

loans is shown as $1,806,647.27. Is that correct?
Mr. SPEYER. That is correct. That is the gross profits not count-

ing overhead.
Senator JOHNSON. That is your gross profit?
Mr. SPEYER. Yes.
Senator JOHNSON. Very well, sir. Now, we start with the loan of

$6,000,000 to the city of Berne, Switzerland, and will get the details
of that first.

Mr. SPEYER. May I just say in that connection, talking about gross
profit, that the total loans placed in this country was $276,000,000,
and that the gross profit of Speyer & Co. is a little less than two-thirds
of 1 per cent on that amount.

The CHAIRMAN. Do you say two-thirds of 1 per cent?
Mr. SPEYER. Two-thirds of 1 per cent; yes.
Senator JOHNSON. That is a very small profit indeed.
Mr. SPRYER. It is a very small profit.
Senator JOHNSON. And that amounts to $1,806,647.27. Is that

correct?
Mr. SPRYER. Yes, sir. And, Mr. Chairman, if I might amend the

statement just made, over the period of years shown we participated
with the leading European bankers in -foreign loans amounting to
$568,000,000. Out of that amount, there were placed in this country
by us $276,000,000, as per this statement. However, I wish to make
clear that the total amount of the loans which we participated in
with leading foreign bankers amounted to $568,000,000, and yet out
of this amount there was placed in this country $276,000,000. I
mean offered by us in this country. And out of that $276,000,000
there were taken in Europe $33,000,C00, so that all of the balance was
placed in this country by us, amounting to $242,000,000, in round
figures.

Senator COUZENS. How did you come to sell some securities in
Europe when you had so many European bankers engaged in this
matter with you?

Mr. SPRYER. European bankers wanted to place some of it with
their clients, and so they took some of the bonds back from us.

The CHAIRMAN. Was that done through your brother-in-law and
nephew in Europe?

Mr. SPEYER. No. It was done through leading bankers, very
little in Germany but through leading bankers in London, Paris, and
in different countries where the loans came from.

The CHAIRMAN. Did they ask you for the loans or did you solicit
the loans from them?

Mr. SPEYER. Frequently they approached us, or our agent in-
formed us when theloans were coming out.
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The CHAIRMAN. Do you mean your agent in London?
Mr. SPEYER. Well, there are five League of Nations loans, so-

called, included here. I point to a League of Nations loan, so-called,
which means under their supervision, made to the Kingdom of
Hungary, and two Bulgarian loans, and two Greek loans. They were
League of Nations loans.

Senator COUZENS. When you say League of Nations loans you
mean they were only approved or requested by the League of Nations?

Mr. SPEYEIa. Yes, sir; and they supervised the proceeds of,-collec-
tions.

Senator COUZENs. But the League of Nations have nothig to do
with guaranteeing the loans, do they?

Mr. SPEYER. No. In so far as the League of Nations is concerned,
it generally appoints a commissioner to take in the receipts and
supervise the finances of the country.

Senator COUZENS. But they do not guarantee the loas in any
way?

Mr. SPEYER. The League of Nations guarantees nothing.
Senator COUZENs. Not even to keep the peace.
Mr. SPEYER. Well, I shouldn't like to discuss that.
Senator JOHNSON. What did you say, Senator Couzens?
Senator CouzENs. I remarked that the League of Nations do not

even guarantee to keep peace.
Senator JOHNSON. Well, I should not dare to say that. Now,

Mr. Speyer, let us look over this list, if you please. We start with a
loan November 1, 1920, city of Berne, Switzerland, $6,000,000, a
dollar loan, with interest of 8 per cent, and a spread of 5 per cent.
Is that correct?

Mr. SPEYER. Yes.
Senator JOHNSON. Was your house the originator of the loan or the

original agent for the loan?
Mr. SPEYER. We are in every instance. We are always the

originators. We never participated under anybody in any public
offering. Every loan mentioned here we were the originator; of,
and in most instances in association with leading European bankers.

Senator JOHNSON. Were there other loans in which you participated
but which are not mentioned here on this list?

Mr. SPEYER. No; no foreign loans.
Senator JOHNSON. And each one in which you participated at all

you were the originator of it?
Mr. SPEYER. In this country, yes; together with European bankers.
Senator JOHNSON. In this country but with European bankers.
Mr. SPEYER. Yes, sir.
Senator JOHNSON. If you don't mind stating it, with what European

bankers would you act?
Mr. SPEYER. Well, it varies in the different countries. In England

it was J. Henry Schraeder & Co., N. M. Rothschild & Sons, Baring
Brothers & Cj., and Hambros Bank (Ltd.). In Paris, Banque de
Paris et de Pays Bas. In Amsterdam, Hope & Co., Pierson & Co.,
and Mendelssohn & Co. In Italy, Banca Commerciale Italians. In
Hungary, Pester Ungarische Commercial Bank. For instance, in
Hungary that is the leading bank in Budapest. We always try to
have the leading bankers of the particular country, or other bankers
who know the country very well.

I
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Senator JOHNSON. Have you a branch of your establishment or a
representative in Paris?

Mr. SPEYER. We have a representative from time to time, but we
have no branches.

Senator JOHNSON. You have no branches?
Mr. SPEYER. We have no branches anywhere. I will say that I

am personally interested in the Frankfort firm of Lazard Speyer
Ellissen, which is an old established family firm in Frankfort,
Germany.

Senator JOHINSON. Engaged in what business?
Mr. SPEYER. Engaged in the same kind of business more or less.
Senator JOHNSON. Engaged in the sale of securities and the like?
Mr. SPEYER. Yes. Now, if I might say something?
Senator JOHNSON. Go right ahead and say anything you wish so

far as that goes.
Mr. SPEYER. After our Civil War Our firm sold millions of dollars of

American railroad securities in Germany, Holland, Switzerland, and
all over Europe, especially for railroads in California, such as the
Southern Pacific and the Central Pacific, which were built with
European money secured by us acting as intermediaries. We sold
bonds of the Southern Pacific and Central Pacific in Europe in order
to build railroads, particulary in California.

Senator JOHINSON. When you spoke of our war you meant the
Civil War?

Mr. SPEYER. Yes, sir.
Senator JOHNSON. After our Civil War your house borrowed various

sums of money that were expended in railroad construction in this
-country.

Mr. SPEYER. We did not borrow various sums of money, but we
sold bonds of these railroads to investors in Europe.

Senator KING. Then you mean to say that your house brought a
great deal of European money to the United States for industrial and
railroad purposes.

Mr. SPEYER. Yes; a great dqal of money. My father lived here,
and he took the side of the Union at that time, and I will say that he
sold United States Government bonds also.

Senator JOHNSON. All right. We have first on this list city of
Berne, Switzerland, 25-year, 8 per cent sinking fund gold bonds,
$6,000,000. Your original purchase price was 94 and your selling
price was 99.

Mr. SPEYER. Yes.
Senator JOHNSON. With a spread of 5.
Mr. SPEYER. Yes.
Senator JOHNSON. Did you form a syndicate for the disposal of

those bonds?
Mr. SPEYER. No.
Senator JOHNSON. You sold then yourselves?
Mr. SPEYER. Yes; a public issue. The prospectus is here and we

can file it with you.
(Thereupon ihe witness handed to the committee reporter a folder

of prospectuses, which will be found following the detailed statement,
at the end of the day's proceedings.)
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Senator JOHNSON. So that through your own intermediaries, you
being the original purchasers of the bonds, you entrusted the sale of
the bonds to the public, to whom they were sold.

Mr. SPEYER. There were 131 dealers who received a commission
out of that for selling the bonds for us.

Senator JOHNSON. Did you make a price to your dealers?
Mr. SPEYER. The price was 99, less a 2% per cent selling commission.
Senator JOHNSON. That is, the 2% per cent selling commission

was yours?
Mr. SPEYER. No. They got that.
Senator JOHNSON. They got a 2% per cent selling commission;

you mean those who sold the bonds at 99?
Mr. SPEYER. Yes, sir.
Senator COUZENS. You are not retailers at all?
Mr. SPEYER. No; we are not.. And I should like to say right there

that the whole of the loan to the City of Berne, Switzerland, has been
paid off at 107, so that anybody who bought those bonds made a good
profit. We sold them in 1920 at 99, and six years later the city of
Berne called them for retirement, the whole lot, at 107, so that all
purchasers of those bonds made a good profit.

Senator CoUZENs. Can you tell us why the city of Berne had to
pay 8 per cent and to sell those bonds at94?

Mr. SPEYER. Yes. That was after the World War, when condi-
tions were very much disturbed, and they could not get the money
any cheaper anywhere else. Conditions were such that they had to
pay that rate.

Senator CouzENs. Are all like communities paying a like amount?
Mr. SPEYER. Well, ! will say that Berne was one of the very best

cities, was in a neutral country, and yet they had to pay that rate
of interest. That rate of interest was in line with other issues of
that time. But they could afford to pay that much because they
got so many Swiss francs for every dollar, and when the franc went
up in proportion to the dollar they could afford to pay back the loan
and still make a profit.
"Senator JoNSON. Well, Mr. Speyer, some of us have difficulty in

the computation of these profits, and the only reason I ask you
concerning them is that we may, if possible, unravel the situation..
We think in the case of these Berne bonds it was very profitable o
those who purchased the $6,000,000; there can be no doubt about
that from what you state, but let us go on. There was a 2% per cent
commission paid to the distributors.

Mr. SPEYER. Yes.
Senator JOHNSON. and you had a spread of 5 per cent.
Mr. SPEYER. Yes, sir.
Senator JOHNsON. So that you had 21 for yourself?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. Now, on $6,000,000 that would be $150,000,

would it not, at 2% per cent?
Mr. SPEYER. I will explain that in a minute.
Senator JOHNSON. Just let me complete my question. That would

be $150,000 in the first instance, on the first step-up price, and yet
your profit is set out here as $64,000.

Mr. SPEYER. Yes.

610



SALE OF FOREIGN BONDS OR SECURITIES

Senator JOHNSON. Now, if you would explain that, please, so that
we may get the record perfectly clear on those profits, I will appreciate
it.

Mr. SPEYER. I can explain that in this way: One per cent went to
the European agent who secured the loan for us, out of the 6 per cent
spread-

Senator CouzENs (interposing). I thought it was a 5 per cent
spread.

Mr. SPEYER. I beg pardon; I should have said out of the 5 per
cent spread 1 per cent was paid in Europe to the agent who secured
the loan for us. A quarter per cent went to the leading bank in
Switzerland in helping to secure the loan. That makes one and one-
quarter per cent, which is just half of it. Out of the remaining had
to be paid expenses of advertising, lawyers' expenses in Switzerland
and here in America, and so on, which reduced our share of the profit
as stated here, to $64,000.

Senator JOHNSON. IS it the custom of a banker who deals in
securities of this sort to pay a commission in the first instance to some
individual, representative of a government, and the like, who may
obtain the contract for the sale of the securities for him?

Mr. SPRYER. There was no representative of a government at all
concerned in this.

Senator JOHNSON. Well, I am not saying there was.
Mr. SPEYER. Oh, no. There was no representative of the govern-

ment. They were not interested in anything but the price.
Senator JOHNSON. It happened in some instances in South America

that some representatives of gove:-ments did receive something, as I
understand, but I was not speaking of your firm.

Mr. SPEYER. Well, Senator Johnson, I do not know of any such
instance.

Senator JOHNSON. Well, you were correcting me in this matter,
and I was explaining my understanding in some other matters.
There was no imputation intended in respect of your firm with regard
to this issue. What I asked was, is it customary for a bond house or
for an investment banker in obtaining a loan to sell to the public, to
pay a commission to some individual, to some representative of the
government, or to some bank that may have obtained that particular
issue for the house to sell?

Mr. SPEYER. I should say in a general way, no. You can not make
a general rule about these things. It depends whether we deal with
a government through an intermediary, or whether there is an inter-
mediary to help us in these foreign countries.

Senator COUZENS. Who got the 1 per cent in this case?
Mr. SPEYER. Ou~r own house, or rather, not our own but the family

firm Lazard Speyer Ellissen, in Frankfort, who sent somebody to
Berne to act in connection with securing the loan.

Senator COUZENS. n.d they got the first 1 per cent?
Mr. SPEYER. Yes, sir. And then there was the Credit Suisse in

Zurich that got a quarter per cent. That makes 1 per cent out of
the 2y2 per cent. That left 1y per cent, which is about our amount
after taking out expenses, $64,000. I am very glad to explain it allto you.Senator JOHNSON. That is all right. Now, the next loan that we

have is the United Railways in Habana, Cuba, which is only a 1-year
loan.

I *1
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Mr. SPEYER. Yes.
Senator JOHNSON. And that was paid off at maturity?
Mr. SPEYER. Yes; that is all over.
Senator JOHNSON. Sold at 90 fiat, to you, I assume?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. And sold at 97% to the public, with a 7% per

cent spread.
Mr. SPEYER. No. We got a 1 per cent commission on that 1-year

loan. You are looking at the wrong line on the statement there.
Senator JOHNSON. Yes. I was reading the next line. Now, I will

go to the next loan, March 2, 1921, State of Sao Paulo, Brazil, 15-year,
8 per cent sinking fund gold bonds, $10,000,000.Mr. SPEYER. Yes.

Senator COUZENS. Is that in default?
Mr. SPEYER. No, and, on the contrary, half of it has been repaid

already at 105.
Senator KING. Did you say half of it has been repaid at 105?
Mr. SPEYER. Yes, sir.
Senator KING. So that the purchasers of those bonds made some

money?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. That was 90 flat that you paid?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. And they were sold at 97%.
Mr. SPEYER. Yes, sir.
Senator JOHNSON. A. 7% per cent spread; is that correct?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. Was there any intermediary in that case who.

was paid any commission?
Mr. SPEYER. The London banking firm of J. Henry Schrader &

Co. were fiscal agents in Europe for Sao Paulo, and they got a com-
mission on that. Our profit, as stated here on the $10,000,000 loan,.
was $91,000.

Senator KING. That is, your gross profit?
Mr. SPVYER. Yes, sir.
Senator JOHNSON. There is the statement here showing the amount

sold in other countries, in their currencies, $16,000,000. Is that
correct?

Mr. SPEYER. Yes, sir.
Senator JOHNSON. There is some mistake in that, because this

was a loan for only $10,000,000. i
Mr. SPEYER. No, it was a loan of $10,000,000 in this country.

Other countries took $17,000,000 worth. The total loan was for
$27,000,000.

Senator JOHNSON. Are any of the State of Sao Paulo bonds in
default now?

Mr. SPEYER. There are some that we will come to later. On this.
particular loan, which was the first one, for $10,000,000 sold in this
country, there have been redeemed at 105 an amount of $5,500,000,
so that only about $4,500,000 are outstanding. So the purchasers
of these bonds made a very good profit. They bought them at 973
and they were called at 105.

Senator JOHNSON. I Fee by this statement that there are $4,568,000
still outstanding.
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Mr. SPEYER. Yes, sir.
Senator JOHNSON. The next one is Dominican Republic, 4-year

loan-
Mr. SPEYER (interposing). I should like to call attention to the

first Sao Paulo loan, that it shows how good this credit was, being
issued in 1921, and has been called for the amount shown.

Senator JOHNSON. They are in default now, however?
Mr. SPEYER. Oh, no, not this loan. They are a little in default on

one loan.
Senator JOHNSON. They have not paid either interest or the sink-

ing fund due on that loan, have they?
Mr. SPEYER. They have not paid the interest on one loan, and we

will come to that later.
Senator JOHNSON. All right. We will pass that point temporarily.
Mr. SPRYER. And you see this was paid off to that amount eight

years later.
Senator JOHNSON. Was the Dominican Republic loan paid at

maturity?
Mr. SPEYER. That was a short time loan.
Senator JOHNSON. It was a 4-year loan.
Mr. SPEYER. Yes, sir.
Senator JOHNSON. For only $2,500,000.
Mr. SPRYER. Yes, sir. And we made $27,000 on that.
Senator JOHNSON. There was a spread in the case of that Dominican

loan of M.
Mr. SPRYER. Yes.
Senator JOHNSON. Wis that a guaranteed loan by other than the

Dominican Republic?
Mr. SPRYER. We have all the details of those loans here, in print.

I can not remember the dollars and cents. They were secured by
the customs receipts but not guaranteed.

Senator JOHNSON. All right.
Mr. SPEYER. With the consent of the United States there was

secured a pledge of the customs receipts on this bond issue. Our
Government figured somehow in it.

Senator JOHNSON. In other words, we took charge of the customs.
Mr. SPRYER. Yes.
Senator JOHNSON. And it was secured by the customs receipts.
Mr. SPRYER. Yes, sir. That made it good, you know.
Senator JOHNSON. Now the next loan is to the Kingdom of Hun-

ar, after which you have a statement, "League of Nations loan,"
July 2, 1924.

Mr..SPEYER. Yes.
Senator JOHNSON. $9,000,000, 7Y2 per cent.
Mr. SPRYER. Yes.
Senator JOHNSON. By the way, that Dominican Republic loan was

3 per cent, I neglected to state, I believe.
Mr. SPRYER. Yes, but it is all included here in the statement

submitted.
Senator JOHNSON. This League of Nations loan was for $9,000,000

to the Kingdom of Hungary. What about that?
Mr. SPRYER. There were $9000,000 of the bond issue sold in this

country, and there were sold in Europe simultaneously $60,000,000.
So that the whole loan was for about $70,000,000, while we in this
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country took only $9,000,000. The leading banks in Europe took the
balance.

Senator THOMAS of Idaho. Does the record show just what you
mean by a League of Nations loan?

Mr. SPEYER. Yes, it is all contained in the prospectus which I
have submitted.

Senator SHORTRIDGE. In short, what does it mean, for the record?
Mr. SPEYER. The League of Nations, as I think, felt after the

World War was over that they ought to help some of those countries
that had been so badly cut up. Hungary lost about 70 per cent of its
territory.

The CHAIRMAN. And the richest part..
Mr. SPEYER. Yes. And the League of Nations thought they ought

to be helped on their feet. So they sent a commissioner to the
country to look into the matter, and after he made his report the
League of Nations said they thought the country ought to be good for
a $70,000,000 loan, and that was a sort of moral indorsement.

Senator SHORTRIDGE. Was it a legal indorsement, or only a moral
indorsement?

Mr. SPEYER. It was a moral indorsement. I do not know what
rights the League of Nations has in such a matter, but I do not think
they have any right to guarantee loans.

Senator JOHNSON. Did you say that you would have liked to have
it guaranteed by the League-of Nations?

Mr. SPEYER. No, I did not say that. On the contrary, I said I did
not think the League of Nations had any such right.

Senator THOMAS of Idaho. Is it customary for the League of
Nations to intercede in the matter of loans of any of those countries?

Mr. SPEYER. They have never guaranteed any loans so far as I
know. I do not think that is their function. But they do send a
commissioner, who stays there. You will remember that Mr. Jere.
miah Smith, an American, stayed there for quite a while and helped
supervise their finances. That, no doubt added to the confidence,
and this loan of $70,000,000 was made, of which we only took about
$9,000,000. The balance of $60,000,000 was sold by the leading
bankers all over Europe, including Hungary.

Senator KING. At this point I should like to put into the record a
statement concerning the activity of the League of Nations, especially
in regard to Greece. In Greece, as we know, there-were expatriated,
or rather, driven out of Turkey, a large number of Hellenic people,
nearly a million, who went to Greece. There were 150,000 Armenians
who had been driven out of Smyrna, and they were in a very serious
condition. The League of Nations being appealed to by Greece, it
interceded and aided Greece in getting a loan, and Great Britain and
others who made the loan said that would like to have the League of
Nations' supervision. So the League of Nations sent a representative
there with the consent of Greece, to see that the funds which were
loaned were distributed for the purpose of saving those people from
starvation. I have visited many of the houses built under the guidance
of the League of Nations, and can say that the work was greatly
beneficial. That was the function of the League of Nations, in work
like that, and that is analogous to the work performed by the League
of Nations in other countries where it is said the league aided- in
securing loans.
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Mr. SPEYER. And that was this loan we were speaking of.
Senator JOHNSON. The Hungarian loan?
Mr. SPEYER. No; the Greek loan.
Senator JOHNSON. Well, we will reach that shortly.
Mr. SPEYER. In the case of Hungary the League of Nations ap-

pointed an American as financial adviser to the Government, who was
Mr. Jeremiah Smith. And that gave us bankers additional con-
fidence. I visited the country myself and know about it.

Senator KING. Did Germany take any of these Hungarian or Greek
or other loans? And when I speak of Germany I mean German banks
or German investment companies, or German nationals. I was
wondering if Germany was so poor whether it was buying bonds of
other countries.

Mr. SPEYER. They were not publicly offered in Germany so far as
I know, and Germany did not participate. That was in 1924, how-
ever, when Germany was not as poor as she is to-day, but even then,
as I understand it, she did not take any of the bonds.

Senator KING. 1)id your house here in America or your house in
Frankfort sell any of these bonds which your house handled, I mean
sell any bonds to' Germans?

Mr. SPEYER. No, I do not think so.
Senator KING. Were any of the city of Berne bonds taken by

Germany?
Mr. SPEYER. Not that I ktow of. We have not got the figures

here, but I do not think they took any. At any rate they did not
offer them publicly there, because there was no market in Germany
for the bonds.

Senator 'THOMAS of Idaho. Are any of the League of Nations
bonds in default that were sold to the people of the United States?

Mr. SPEYER. No; I do not think so.
Senator GORE. Well, there is one Hungarian issue that is in default,

is there not?
Mr. SPEYER. It is not a League of Nations loan. We issued three

Hungarian loans and none of them is in default to-day. They are
paying their coupons. But there is only one League of Nations
loan and that is the big one I just mentioned. The others are not.
We call them League of Nations loans for short, because the League
of Nations had a financial adviser present in the country. But the
League of Nations does not guarantee them.

Senator JOHNSON. Of this Kingdom of Hungary loan you say you
floated $9,000,000 in this country?

Mr. SPEYER. Yes, sir.
Senator JOHNSON. And that was for 7% per cent interest, was it not?
Mr. SPEYER. Yes; that is the first one.
Senator JOHNSON. I presume you were interested in doing that in

order that Hungary might be put upon her feet and to aid her in her
endeavors, or to aid Greece in her endeavors to be rehabilitated?

Mr. SPrYER. I should like to say in answer to that question, for I
do not want to be misunderstood, that we are business people, and
when we buy securities we do the best we can. As to this particular
loan, it had an especial attraction for us because it was devoted to a
good purpose, but if we had not had the thought that we could make
some money it is not likely that we would have been interested.
I am not so good as all that.

9 2928-32-PT 2-21
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Senator JOHNSON. Mr. Speyer, I want to congratulate you on your
frankness.

Mr. SPEYEi. No; we are business people.
Senator JOHNSON. But we have been examinng, as you know, a

great many moralists here, and I appreciate your frankness. I just
want to carry out here the story of what transpired. You bought this
loan for a flat rate, did you not, of 80, $7,500,000?

Mr. SPEYER. Yes.
Senator JOHNSON. And you bought $1,500,000 at a flat rate of 84.
Mr. SPEYER. Yes.
Senator JOHNSON. Now, those bonds whidi you bought at a flat

rate of 80 were sold to the public at 87Y2?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. Giving you a 7% per cent spread.
Mr. SPEYEP. Yes.
Senator JOHNSON. And those bonds which you bought at 84 flat

were sold at 88 at public subscription, giving you a 4 per cent spread.
Mr. SPEYER. Yes, sir.
Senator JOHNSON. And out of those loans your profit as stated in

your statement was $131,219.31?
Mr. SPEYER. Yes; on $9,000,000.
The CHAIRMAN. Gross profit?
Mr. SP YER. Yes.
Senator JOHNSON. The committee will understand me as saymg

gross profit each time, because that is the testimony here, that it
represents gross profit.

Mr. SPEYER. Yes, sir. Do you want to know where the balance
of that spread went?

Senator JOHNSON. I should be very glad to have you give that so
that the record may show it if you can tell us, please, where the
balance of the spread went.

Mr. SPEYER. There were a number of other leading banks that
shared with us in that business.

Senator JOHNSON. Ir the original purchase?
Mr. SPEYER. In the original purchase. And it was a most difficult

business because a good many people in our country did not know
where Hungary was. We published books with pictures. As you
may know, we had a regular campaign in order to let the public know
the circumstances. We got some men to make speeches and to
explain to the people what the purpose of the loan was. It was quite
a campaign. And I enjoyed it particularly because it was for an
especially good purpose. These other people with us were the Chase
Securities Corporation, Equitable Trust Co., and Blair & Co. They
shared with us in the original purchase.

Senator GORE. These Americans who purchased bonds and who
knew so little about geography that they did not know where
Hungary was-

Mr. SPEYER (interposing). Well, Senator Gore, perhaps I am
exaggerating a little on that.

Senator GoRE. If they bought bonds when they knew nothing
about Hungary, then they must have purchased them because of the
feeling of confidence they reposed in you, did they not?

Mr. SPETER. Well, I think I might say that it had something to do
with it, because they know we try to be careful.
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Senator GORE. And what they found out about Hungary they
found out through your activities?

Mr. SPEYER. Well, the League of Nations' moral indorsement of
course had a great deal of weight with many people; the fact that
they had Mr. Jeremiah Smith there.

Senator THOMAS of Idaho. In that connection let me ask: In the
prospectus that you issued in order to sell the Hungarian bonds to
the American public did you refer to the interest of the League of
Nations in that issue?

Mr. SPEYER. Certainly. And I have the prospectus right here.
Senator KING. And I suppose to some degree there are bonds

issued by corporations about which the American people know but
little, either about the corporation itself or its particular locality,
but which bonds they buy in part at least, upon the reputation of the
house that is selling them. Isn't that true?

Mr. SPEYER. I think that is true. And that is why the respon-
sibility as I take it, is very great. And that responsibility continues
on for 20 or 30 years. We talk here about gross profits, but no account
is taken, in fact little or no account can be taken of the responsibility
assumed by the issuing house for watching these bonds. The sums
of money that we spend in looking after these things, and trying to
straighten them out, nobody knows anything about. It is not like
a thing that soon ends. It goes on for years.

Senator THOMAS of Idaho. That is a moral but not a legal respon-
sibility.

Mr. SPEYER. Yes, but the moral responsibility is the good will of
our business after all.

Senator King. When you sell bonds you feel a moral responsibility
to see that the purchasers get their money? _

Mr. SPEYER. We take the matter very seriously.
Senator THOMAS of Idaho. Recurring to my miquiry-and yet it is

being made a matter of record, this statement, and I do not care to
take up'the time of the committee.

Mr. SPEYER. I do not want to appear here as being so awfully
goody-goody. You asked me the question and I was trying to
answer it.

Senator THOMAS of Idaho. All right.
Mr. SPEYER. There is the statement here in the prospectus in

regard to the $7,500,000 State loan of the Kingdom of Hungary, 1924:
The loan is issued pursuant to the Geneva protocol, dated March 14, 1924,

approved by the Council of the League of Nations and ratified by the Hungarian
Government, for the purpose of effecting the financial and economic reconstruc-
tion of Hungary in accordance with the plan of the Council of the league.

Then the prospectus goes on to say:
The execution of this plan is under the supervision of the commissioner-general

appointed by the Council of the league and responsible to it. Hon. Yeremiah
Smith, jr., of Boston, has been appointed to this office. The proceeds of the loan
will be placed under the control of the commissioner general and will be used to
cover the excess of expenditures over revenues during this period of reconstruction.

Then it goes on to explain the whole thing.
Senator THOMAS of Idaho. Very well. Then you proceeded to buy

bonds at 80 flat.
Mr. SPEYER. Well, it seemed that practically nobody in this

country, and I do not want to mention names, but at leastseveral
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bankers in thii country declined to have anything to do with this
matter. And it was a very difficult business. We did get tem
friends to join us, but as to Hungary, the American people did not
know much about it.

Senator THoMAs of Idaho. I was not criticising the transaction,
but 80 flat was the price you paid for the bonds.

Mr. SPzYER. Yes, sir. That was the same price that the Euro-
pean bankers paid. They took $60,000,000 andwe took $9,000,000.

Senator THOMAS of Idaho. Then the indorsement of the League of
Nations did not add much if they sold at 80 flat.

Mr. SPEVER. Well, I do not think they could have been sold at
any price without the indorsement of the League of Nations.

Senator GouE. What are the bonds now quoted at?
Mr. SPEysn. In spite of the fact that about $1,700,000 out of the

total of $9,000,000 handled by us have been redeemed, the balance
of the bonds are selling now at-or rather not selling, but are quoted
at 45.

Senator JoH.Nsox. When you say redeemed I see here by your
statement it says $1,684,900 paid into the sinking fund.

Mr. SP.YR. No; $1,684,900 par value bonds have been pur-
chased in the market and have been redeemed and canceled through
the sinking fund.

Senator JoHnsoN. Are you the fiscal agent for lungary in this
country?

Mr. SPE ER. Yes, sir; for this loan.
The CHAIRMAx. Has there been default in the payment of any of

these bonds or of interest?
Mr. SPE gYER. Not on this loan. But you know that Hungay

within the last two weeks has declared a moratorium on certain
things-but we will come to that later. This loan is pariculary
mentioned in that moratorium decree as coming first. They are gWn
to pay on that.

Senator JOHNSON. Hungary has declared a moratorium on this
specific loan, has it not?

Mr. SPEYER. No; and on the contrary-
Senator JoHNsox (interposing). At any rate, it has declared a

moratorium on this loan if not specifically.
Mr. SPEYER. No; the contrary. The decree about a moratorium

mentions particularly that League of Nations loans will take prefer-
ence.

Senator ToMas of Idaho. But in this case the bonds are now
selling at 45.

Mr. SpzYzR. They are quoted at 45. But like all bonds, includ-
ing American railroad bonds, they are quoted at figures which make
one ashamed as an American citizen.

Senator TaaoMAs of Idaho. I suppose you would he really ashamed
to buy those bonds and offer them again to the public?

Mr. SPEYER. What do you mean?
Senator THmomAs of Idaho. I mean based on the condition and

trend of the market.
Mr. SPEYTER. I do not think there would be any use offering any

bonds to the public at the present time, a railroad bond or any othw.
Senator Kr-G. Railroad bonds have suffered as much decline, have

they not?
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Mr. SPEYER. Even worse, and they were issued under the super-
vision and control of the I. C. C. and the bankers who are watching
them, and they are selling way down.

The CHAIRMAN. And they are not in default either.
Mr. SPEYER. No.
Senator JOHNsON. And the Hungarian bonds were the govern-

mental bonds of Hungary?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. I see that you, like the other gentlemen who

have been on the stand, compare the governmental bonds with bonds
of private corporations in this country that have decreased.

Mr. SPEYER. No; I did not compare them.
Senator JOHNSON. Well, that is what you have been doing.
Mr. SPEYER. No; we have been talking about prices. I did not

compare the value of bonds at all. You have been speaking of
quotations on the stock market.

Senator JOHNSON. Exactly. But you speak of quotations on the
stock market on private or corporation bonds in comparison with
governmental bonds of the Kingdom of Hungary. That is what
you are speaking of.

Mr. SPEYER. I would not put it that way.
Senator JOHNSON. I thought that was the accurate way of putting

it. If not, please correct me.
Mr. SPEYER. I want to point out that at the present time all

securities, fixed interests and shares, all over the world, are quoted
at prices which do not correspond to their value.

Senator JOHNSON. The only fair comparison would be as to govern-
mental securities, would it not?

Mr. SPEYER. Well, I do not like to compare Hungarian securities
with our own Government securities at all.

Senator KING. What are our Federal bonds voted at at the present
time?

Mr. SPEYER. Our 3 per cent bonds issued in September of last year
at 100 are quoted now at about 84. That refers to our own 3 per cent
bonds which were sold at par by the Treasury Department.

Senator GORE. Mr. Speyer, let me ask you right there: Is the
difficulty which our railroads are having at the present time in
refinancing due at all to the drain of capital out of this country to
European countries?

Mr. SPEYER. Not one cent.
Senator GORE. You think there is as much left as would have been

if none had gone abroad?
Mr. SPEYER. It has nothing to do with it at all in my judgment.

I can not prove that, but that is my opinion.
Senator THOMAS of Idaho. It would be difficult to float foreign

loans in the near future, would it not?
Mr. SPEYER. I should think it would be difficult to float any kind

of loans.
Senator THOMAS of Idaho. But the point I make is that it is

difficult to float foreign loans and you will have difficulty in develop-
ing foreign trade.

Ur. SPEYER. I think there is that difficulty.
Senator THOMAS of Idaho. To put the question in another way.

Does the cutting off of the flotation of these loans affect the foreign
trade situation?
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Mr. SPEYER. There is no doubt about that. If I may say so, you
know that the whole economic and financial world is very much dis.
turbed at the present time, and until these things are rearranged in a
big and comprehensive way our exports will suffer just as surely as
we are sitting here, because our best customers have no money with
which to buy anything. And everybody is putting up a tariff wall.

Senator GORE. That has a lot to do with the tariff.
Mr. SPEYER. An awful lot to do with the tariff.
Senator THOMAS of Idaho. Do you mean the tariffs in foreign

countries?
Mr. SPEYER. I mean our own tariff too.
Senator GORE. We have some troubles along the same lines.
Mr. SPEYER. Of course, I am not an expert, gentlemen of the com-

mittee, in tariffs. But that is just my own opinion.
Senator JOHNSON. Well, my colleagues will talk to you about the

tariff.
The CHAIRMAN. we are not adverse to doing it right now.
Senator GORE. I want to inquire if the trouble you would encounter

now in offering a foreign loan, or a domestic loan, either one, would
be due to lack of confidence rather than lack of capital?

Mr. SPE ER. Yes, certainly.
Senator JOHNSON. This Kingdom of Hungary loan bore 7% per cent

inter-st. And there was a spread on $7,500,000 of it purchased at
80 flat of 7%.

Mr. SPEYER. Yes.
Senator JOHNSON. The profit that you show on your statement is

$131,219.31. That is correct, is it not?
Mr. SPEYER. Yes.
Senator JOHNSON. So it was as you stated before, a business prop-

osition so far as you were concerned, done in the regular course of
your business, was it not?

Mr. SPEYER. I would not say it was a purely business proposition.
But as I stated before, business considerations come first; and yet
this loan had a particular appeal to us because it helped to rehabilitate
a country that ad been very unjustly treated, in my opinion.

Senator JOHNSON. Yet you sold a 7% per cent issue.
Mr. SPEYER. We sold it as best we could.
Senator JOHNSON. Oh, I do not doubt that. Now take the next

one: November 5, 1924, city of Berlin, one-year loan, $3,000,000.
That, I take it, has been paid off?

Mr. SPEYER. Yes.
Senator JOHNSON. And that was a 7 per cent loan.
Mr. SPEYER. Yes; "ut for one year.
Senator JOHNSON. The next one is November 25, 1924, German

State Railway Credit. That was only a two-year credit.
Mr. SPEYER. Yes.
Senator JOHNSON. I see I quoted the wrong figure there. That

was a $15,000,000 loan, and $5,000,000 out of the total of $15,000,000,
was reserved for Europe.

Mr. SPEYER. For European bankers.
Senator JOHNSON. Or was it $5,000,000 out of a total of $20,000,000?
Mr. SPEYER. No; it was $5,000,000 out of $15,000,000.
Senator JOHNSON. All right.
Mr. SPEYER. And it was never used.
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Senator JOHNSON. That was not used at all?
Mr. SPEYER. No, sir.
Senator JOHNSON. Now the next one was December 17, 1924,

Greek Government, $11,000,000 loan, with $5,000,000 of bonds
withdrawn for sale in London, a League of Nations loan.

Mr. SPEYER. That was for $11,000,000, of which London took
$5,000,000. In other words, Europe took of that loan $48,665,000,
and then they asked for $5,000,000 more of ours here. They thought
very well of that Greek loan, and it turned out that it was all right.

The CHAIRMAN. What was that loan for?
Mr. SPEYER. It was a Refuge Settlement loan under the auspices

of the League of Nations, too.
Senator JOHNSON. You had $11,000,000 of that loan. It was a

7 per cent loan, and you got it at 81%.
Mr. SPEYER. Yes.
Senator JOHNSON. Which was equal to 80.07 and interest.
Mr. SPEYER. Yes, sir.
Senator JOHNSON. And you had a 7.93 spread in it?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. And you recievid a profit of $139,758.97.
Mr. SPEYER. Yes, sir; on $11,000,000.
Senator JOHNSON. The next loan is March 31, 1925, the State of

San Paulo, Brazil, $15,000,000, 8 per cent. That is in the situation,
or is it, that you referred to?

Mr. SPEYER. No, that comes later. Those were all good and have
been paid so far.

Senator JOHNSON. There you had a 6% per cent spread.
Mr. SPEYER. Yes, sir.
Senator JOHNSON. And with a profit of $98,849.08.
Mr. SPEYER. Yes.
Senator JOHNSON. The next loan is July 1, 1925, to the city of

Berlin, Germany, $15,000,000, with a 6Y per cent interest rate, and
a 5.40 per cent spread.

Mr. SPEYER. Yes.
Senator JOHNSON. In the matter of that loan to the city of Berlin

were you the sole agent in this country?
Mr. SPEYER. We closed the contract, and the Chase Securities

Corporation, Equitable Trust Co., and Blair & Co. were with us.
Senator JOHNSON. What are the names of the other three with you?
Mr. SPEYER. Chase Securities Corporation, Equitable Trust Co.

and Blair & Co. It is all shown here in the prospectus.
Senator JOHNSO:. Were they with you in the beginning?
Mr. SPRYER. Ycs, sir.
Senator JOHNSON. I mean in the first acquisition of the bonds?
Mr. SPli rER. Yes, sir. Now, out of that loan to the city of Berlin

of $15,000,000 there have been redeemed $2,756,500 by the sinking
fund, so that only $12,243,500 are outstanding now.

Senator JOHNSON. The next loan is July 15, 1925, to the Hungarian
Consolidated Municipalities.

Mr. SPEYER. Yes, sir.
Senator JOHNSON. A loan for $10,000,000 bearing 7g per cent,

original purchase price 82 fiat, or equal to 81.54 and interest.
Mr. SPEYER. Yes.
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Senator JOHNSON. And you sold them in this country at 89?
Mr. SPEYER. Yes.
Senator JOHNSON. With a spread of 7.46 per cent?
Mr. SPEYEIR. Yes.
Senator JOHNSON. Now, this loan relates to municipalities. Was

that guaranteed by the Hungarian Government?
Mr. SPEYER. No. The Hungarian Government, and I do not

want to go into detail, but it collects taxes and sees that they are
applied through a trustee to paying the interest on the loan. It is
not a guaranty by the Hungarian Government.

Senator JOHNSON. Their tax system is a very different thing from
what we have here?

Mr. SPEYER. Well, I do not care to try to go into that.
Senator JOHNSON. Well, that is obvious. So you need not bother

answering unless you wish.
Mr. SPE ER. Well, I do not know just what you have in mind.
Senator JOHNSON. At any rate, the Hungarian Government while

not guaranteeing the bonds endeavors to apportion these taxes in
such fashion as to enable you to collect the interest upon them?

Mr. SPEYER. That is right. I think the Government itself collects
them and guarantees if there is not enough they will see that it is made
up.

Senator SHORTRIDGE. Well, it is a guaranty, isn't it?
Mr. SPEYER. No; it is not a direct guaranty, not what we bankers

would call a direct guaranty. But it is a moral guaranty. We would
not have taken the loan otherwise.

Senator JOHNSON. The next loan is November 23, 1925, to the city
of Frankfort on the Main, Germany, $4,000,000, 7 per cent, with a
6% per cent spread, purchased at 90.60 which equals 90 and interest,
by you.

Mr. SPEYER. Yes, sir.
Senator JONSON. Were you alone in that particular issue?
Mr. SPEYER. Blyth, Witter & Co. were with us in that. Of that

loan to the city of Frankfort there has been paid $1,200,000, leaving
$2,800,000 outstanding.

Senator SHORTRIDGE. What was the life of those bonds?
Mr. SPEYER. They are serial bonds; a certain amount matures each

year.
Senator JOHNSON. They run from 1926 to 1945.
Senator SHORTRIDGE. What is the interest rate?
Mr. SPEYER. Seven per cent.
Senator SHORTRIDGE. What is the market for then to-day?
Mr. SPEYER. Thirty cents on the dollar.
Senator SHORTRIDGE. And there has been no default?
Mr. SPEYER. No; and they are paying $200,000 every year regularly.
Senator SHORTRIDGE. What is the reason for that low price?
Mr. SPEYER. Well, what is the reason for the quotation

Pennsylvania Railroad bonds, and other bonds?
Senator SHORTRIDOE. Well, it is fear lack of confidence, the state

of panic that exists in the minds of ie people all over the world,
is it not?

Mr. SPEYER. Well, it exists all over the world. Of all these loa~s
that we have sold there is only one in default in interest -day,
and that is one of the San Paulo loans which we will come to in a

I I
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minute. In spite of that, and they have been all paying, they are
selling at receivership prices, just like American railroad bonds.

Senator GORE. What was that last issue, Senator Johnson?
Senator JOHNSON. The city of Frankfort on the Main. Now we

come on November 23, 1925, to city cf Dresden, Germany.
Mr. SPEYER. Yes, $5,000,000.
Senator JOHNSON. There were $1,250,000 of those bonds sold in

Europe.
Mr. SPEYER. Yes, sir.
Senator JOHNSON. Do you know where in Europe?
Mr. SPEYER. We could look that up.
Senator JOHNSON. All right. But I will go ahead: The spread

there was 5% per cent, if you will look at your list that you have
before you.

Mr. SPEYER. Yes, and of those $1,110,500 have already been
redeemed.

Senator JOHNSON. Were you the originators of that loan?
Mr. SPrYER. We are always the originators.
Senator JOHNSON. But you have said that you had these other

banks in conjunction with you in the matter of certain issues.
Mr. SPEYER. I know, but the contract is always made by us.

They share in it.
Senator JOHNSON. The contract is made with you and you alone?
Mr. SPEYER. Yes.
Senator JOHNSON. All right. Now, when you take in the Equitable

Trust Co. and the Chase Securities Corporation and Blair & Co., as
you stated in the previous loan, do you have a step-up price to them?

Mr. SPEYER. No; not in that instance.
Senator JOHNSON. Well, generally speaking do you have a step-up

price to those who come in with you?
Mr. SPRYER. No; not with our original contractors, or only in one

instance. As a rule they come in par passu in the purchase price.
That is why our profit is small. It is divided up.

Senator JOHNSON. The only way in which we can reach the profit
at all obtained by you would be'by taking the spread and simply
computing upon the original issue sold and the amount of that spread.
For instance, if there is a spread of 10-

Mr. SPEYER (interposing). Well, Senator, I am very much inter-
ested how to increase my profit if you can tell me.

Senator JOHNSON. I am not at all interested in telling you how to
increase your profit. I am speaking of the profit upon the issue.
Here is a $10,000,000 bond issue and there is a 5 per cent spread, so
there is a 5 per cent profit, and that is divided among those who
participated. There isn't any question on that score, is there?

Mr. SPEYER. Well, it is not quite that way.
Senator JOHNSON. Well, it is in substance that way.
Mr. SPEYER. No, not quite; because there is a regular selling

commission.
Senator JOHNSON. I understand that there is a regular selling com-

mission, but what difference does that make? There is a spread of
5 per cent upon the $100,000,000 bond issue.

Mr. SPEYER. I do not know of anybody ever getting 10 per cent,
but go ahead.
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Senator JOHNSON. I can show you some that are in reports that
have been handed in recently. But that is neither here nor there.
I am taking that as the mode of obtaining the return. All right.
Now, if you are the original progenitor of a loan and you in your
kindness or your wisdom take in four or five of us with you in the
loan, and we then take in 40 or 50 or 100, as the case may be, and
there is a 5 per cent spread or a 10 per cent spread, then out of that
loan everybody together make 5 per cent or 10 per cent on the loan,
whoever they may be.

Mr. SPEYER. You forget expenses.
Senator JOHNsON. You forget with what emphasis eftch one of you

gentlemen has spoken of gross profits. All right. I am speaking of
gross profits, too. Your gross profits would be 10 per cent upon the
amount of the loan, with a 10 per cent spread, would they not?

Mr. SPEfR. Yes.
Senator JOHNSON. Certainly. We have agreed on that. Now, the

reason that I make that plain to you is that that is one mode in which
the profits that are derived from these loans may be computed; not
that you have it, or that a single individual has all of that, but that
is the profit that is made by the people who are floating a loan in this
country-the gross profit, is it not?

Mr. SPEYER. In Europe, too.
Senator JOHNSON. I am not speaking of Europe.
Mr. SPEYER. But these figures relate largely to European banks.
Senator JOHNSON. We will say that is the profit in Europe, too.

Make the profit in Europe anything you wish; but the people who
deal with it in this country make that gross profit, and divide it
among themselves, in one fashion or another, as you have indicated?

Mr. SPEYER. Yes.
Senator JOHNSON. Your answer is in the affirmative?
Mr. SiTY R. Yes.
Senator JOHNSON. Now, we will have a mode by which we can figure

the profits that have been made out of these loans, that will be
understandable by the ordinary man. I am not ascribing these
profits to you alone. Do not misunderstand me there. I am speak.
ing of gross profits to all concerned in a specific loan.

Mr. SPEYER. -But you do intimate, Senator, that the profits are
exorbitant, and that the people are not entitled to make that much
profit.

Senator JOHNSON. I am not intimating anything at this time con-
cerning that at all. I am seeking the information, and an easy mode'
of computation. That easy mode of computation in some instances-
not in yours, by any means-has been denied the committee, it seems
to me, in some of the statements that have been submitted, and it is
my intention, as I told the chairman this morning, to have somebody,
for this committee, compute the entire amount of profits-gross
profits, mind you, made out of all these loans.

Senator GEORGE. By all the groups engaged in handling them.
Senator JOHNSON. By all the groups engaged in handling them.
Senator GEORGE. I think that is a very fair statement.
Mr. SPEYER. Of course, I am not interested so much in that

general statement. I only know that we sold here $276,000,000 of
bonds on which we made not quite two-thirds of 1 per cent profit.

Senator JOHNSON. I realize that.
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Mr. SPEYER. We made the contract and did all the work, and that
is'all we got as originators, having the chief responsibility, which I
think is less profit than a man makes who sells shoes. A pair of
shoes lasts, perhaps, for two years, but for 30 or 40 years our respon-
sibility is continuous. I think the profit is very small.

Senator SHORTRIDGE. You say your responsibility continues?
Mr. SPFYER. Yes.
Senator SHORTRIDGE. Legal responsibility?
Mr. SPEYER. Our moral responsibility, which is much more serious

than legal responsibility.
Senator SHORTRIDGE. It does not cost you anything.
Mr. SPEYER. Yes; it does.
Senator GORE. That is rather solicitude than responsibility.
Mr. SPEYER. I think it costs us a great deal.
Senator SHORTRIDGE. This is rather vague.
Mr. SPEYER. If a banking house takes seriously the bonds that

their people have bought, it affects its reputation.
Senator SHORTRIDGE. In that sense, it is a moral responsibility.
Mr. SPEYER. Yes. It has to do with the good will of the firm.
Senator GORE. It is rather anxiety than responsibility.
Mr. SPEYER. No. I think it is a moral responsibility. I stick to

that word. I think it is correct.
Senator GORE. Very slight concrete results grow out of the respon-

sibility, further than anxiety or solicitude.
Mr SPrYER. I do not agree with you.
Senator GORE. These bonds that you bought at 80 are selling at

45 cents Just what figure does your responsibility cut in that case?
.Mr. SPRYER. I can not control world conditions, but I would like

to say here for your information that I myself have some of these
bonds which I bought at that price. We have a very heavy depreci-
ation on the very securities you are speaking about. You make it
appear as if we just cashed that profit and then were through. That
is not the case. I have the figures here. On all these issues-I do
not mind telling you, but I do not care to have it published.

Senator JOHNSON. You can not help having it published if you tell
Us.

Mr. SPEYE.. I do not mind saying it.
Senator JOHNSON. ! was just telling you, because behind us sits

the members of the press, who will publish it.
Mr. SPEYER. All right.
•Senator JOHNSON. All right, sir. Let it be published, then.
Mr. SPEYER. I myself, and members of my family, have a loss on

our books, or depreciation to-day, on all these securities here, of
$1,457,692. We have not simply sold them to the public. We have
some ourselves.

Senator GORE. I think that is pretty game. Did you never sell
them, or did you buy them back? Did you hold them in the first
instance?

Mr. SPEYER. Most of these we bought at the original issue price.
Since then, we have bought back a good many, trying to keep up the
market, but we can not go against world conditions. We can not go
against prevailing railroad credit in this country, either.

The CHAIRMAN. Do you remember, in all your history as a busi-
ness man, conditions such as exist to-day all over the world?
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Mr. SPEYER. Never; and I have been at it almost 50 years.
Senator JONES. Let me interrupt a moment. As I understand

this gentleman takes the same attitude as the other gentlemen, and
objects to giving anything but the gross profit on these transactions?

Mr. SPEYER. I do not object to answering any questions you ask
me. What is it you want to know?

Senator JONES. Gross profits are mentioned here on each of these
loans. I would like to know what your net profit is on one of these
transactions.

Mr. SPEYER. That is more or less what I have here, the profit of
Spever & Co. Here is the net profit, except the overhead expenses.
It is just so much less. That is all it would be.

Senator SHORTRIDGE. Is it gross, or net? Note what the Senator
asks you.

Mr. SPEYER. I could not tell you exactly. The net profit would
be even less. This is the gross profit.

Senator SHORTRIDGE. Observe the question of Senator Jones.
Senator JONES. What I would like to get would be the net income

you got from handling one of these loans.
Mr. SPEYER. We can call this net income.
Senator JONES. That is, then, your net profit?
Mr. SPEYER. Yes.
Senator JONES. After you have deducted all your expenses, and

so forth?
Mr. SPEYER. Not the salaries of clerks and things like that; but

I will let that go.
Senator JONES. All commissions?
Mr. SPEYER. Yes; all commissions are deducted, but we have not

deducted the income tax.we paid on it, either.
Senator JONES. Then, this profit that you have been referring to

all the time is your net income, without deducting your proportionate
part of your ordinary expenses?

Mr. SPEYER. Yes. It would be somewhat less than this; $1,806,000
is our profit. If you want to figure up the salaries of clerks, you
know, it can not be very much. Let it go at that.

Senator JONES. I am glad to take that.
Mr. SPRYER. I will file that with the committee. It is no secret.
Senator JONES. I understand the other gentlemen had refused to

give that information.
The CHAIRMAN. I do not see how they could give it.
Senator JONES. They could tell what commissions they got, and

what their expenses of advertising were, and all that sort of thing.
The CHAIRMAN. That is gross. I do not see how Mr. Speyer or

anybody else could say what the net profits were, because, in order
to do that you would have to allocate so much on every single small
loan you made, and all the interest collected, and that is an impos-
sibility

Senator JONES. I realize the difficulties of that part of it, but, as
I understood the attitude of the other gentlemen was that they did
not propose to go into the matter of their gross profits and. take any-
thing out of that at all, and give us any information with reference
to that.

Senator SHORTRIDGE. That was not their attitude.
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Senator JONaS. My idea is that they are making a great mistake
from their own standpoint. We may go out and argue that the real
profit was all that money, that that large sum is the real profit they
made, if they do not give us the information upon which we can argue
on any other basis.

Senator SHORTRIDGE. In fairness to them, they repeatedly said that
it would be very difficult to segregate, allocate, and then measure the
net profit as to a given issue; that they had large expenses, large
organizations, many clerks, lawyers, and so forth, and hence it was
difficult, if not impossible, accurately to state the profit in the handling
of a given issue of bonds. I do not know that they have declined to
give it.

Senator JONES. What I am suggesting is in the interest of fairness
to them. I recognize that they can not take out of this particular
loan the proportionate part of the permanent office expenses.

Senator SHORTRIDGE. Precisely.
Senator JONES. But they could tell us what extra expenses they

went to in advertising this loan, and special expenses they went to
to dispose of it. But they have refused to do that. So, we will
probably argue, and might be justified in arguing,- that this gross
profit they give us here is their actual profit; that they made that
much money, without any other expenses.

Senator SHORTRIDGE. In view of their statements, you could not
candidly argue that that was essentially a net profit.

Senator JONES. We can not get any information to the contrary.
The CHAIRMAN. I do not see how you can get the information.
Mr. SPEYER. I do not want to appear to be any better than any

of the other bankers. I take those figures back.
Senator JONES. What I am suggesting is in your interest, and in

the interest of the other people.
Mr. SPEYER. I think they will tell you everything that I am

telling you. I am not better than anybody else. I am not better
than the others.

Senator JOHNSON. I have observed constantly running through the
answers that have been made as to the expenses incurred in the sale
of these bonds, that lawyers' compensation is mentioned.

Mr. SPEYER. Yes.
Senator JOHNSON. Don't you tax that against the bonds?
Mr. SPEYER. Certa nly. That all comes out of the spread.
Senator JOHNSON. Don't you tax it up against the people who give

you the bonds for sale?
Mr. SPEYER. No. We do not tax anybody. The Government

does the taxing.
Senator JOHNSON. You misunderstand Ahe use of the word.

Don't you charge it against those who give you the securities to sell?
If I came to your office, for instance, with a bond issue that I desired
you to be the progenitor of, the agent, or sponsor, the first thing you
would do would be to look into its legality, isn't that true-or among
the first things?

Mr. SPEYER. I think the first thing I would look to would be the
man who brought us the business.

Senator JOHNSON. I would hate to have you do that. In the
instance I gave you, I would dislike exceedingly that that should be

I



SALE OF FOREIGN BONDS OR SECURITIES

the case;lbut you would have the legality of an issue submitted to
you examined, would you not?

Mr. SPEYER. Certainly.
Senator JOHNSON. All right. The charge that is thus made by

the lawyers for the examination you would require the individual
presenting the issue to pay, would you not?

Mr. SPEYER. No.
Senator JOHNSON. You would not?
Mr. SPEYER. No. Sometimes that happens, but as a rule the

purchaser pays the expense of the legal examination.
Senator JOHNSON. The only experience I have had is in the sub-

mission to various houses of municipal bonds.
Mr. SPEYER. That is different.
Senator JOHNSON. In each instance they have insisted upon charg-

ing their attorneys' fees to the municipality, to determine the legality
of the issue.

Mr. SPEYER. I think there is an explanation for that. That is a
little different proposition. As a rule the municipalities ought to take
the responsibility of having it declared legal. That is why they do
it. Furthermore, the bonds are sold by public bidding,* at a net
price, and they want to be sure that they have no expenses.

Senator JOHNSON. I think you have said that these profits of
$1,800,000 were your gross profits. Then, in answer to Senator Jones,
you said that they may be taken as your net profits.

Mr. SPEYER. Yes.
Senator JOHNSON. I think we may take those as your gross profits,

or your net profits. We may argue, as lawyers do, and as Senators
sometimes do, froii either.premise.

Senator JONES. It may do you a great injustice.
Mr. SPEYEt. I am accustomed to that.
The CHAIRMAN. You have certain expenses of maintaining your

institution.
Mr. SPEYER. That is right.
The CHAIRMAN. They are not allocated to every loan that you

make.
Mr. SPEYER. That is right, Mr. Chairman.
The CHAIRMAN. And this is exactly the same.
Mr. SPEYER. Yes.
The CHAIRMAN. Whatever expenses you had in putting this out

have gone into your general expense account, and not to any par-
ticular loan.

Mr. SPEYER. Except for the advertising.
The CHAIRMAN. O course that is another matter. That is under-

stood in the ban business always.
Mr. SPEYER. The salaries of our clerks, and that sort of thing-

office rent, and all that-we do not allocate to any particular loan,
and that is not considered. You are perfectly right.

Senator SHORTRIDGE. I do not want to prolong the matter, but
what items of expense do you charge to that particular transaction?

Mr. SPEYm. Everything we can think of except the regular
office expenses, salaries, rents, and things Re that. Everthing
else is charged to the spread. It is taken out of the cost of it. Every-
thing we can think of is taken out.
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Senator GEORGE. You do not handle foreign bonds exclusively?
Mr. SPEYER. No.
Senator GEORGE. You handle domestic issues as well?
Mr. SPEYER. Yes, sir.
Senator JOHNSON. This statement you have furnished here repre-

sents a very small part of your business, of course, does it not?
Mr. SPEYER. No; I would not like to say that.
Senator JOHNSON. Does it represent a very large part of your

business?
Mr. SPEYER. I do not know. We only picked out here these

things you are interested in.
Senator JOHNSON. Of course; but you conduct a regular business,

do you not, that is of far greater volume than is indicated by this
statement, which runs over a period of 10 years?

Mr. SPEYER. Well, yes. There have been some other things.
Senator Jotixsox-. Of course. All right, let us get to the next

one, and you are willing-Noveinher 24, 1925, Westpihalia United
Electric Power Corporation, Germany. Was that an industrial
institution of (ermanv?

Mr. SPEYER. Those shares arc owned by the communities. It is
semipublic, Senator. The shares of that concern are owned by the
towns in that territory, so we have, to some extent, a municipal
aspect.

Senator JOHNSON. That is, the electric power corporations in that
territory are owned by municipalities, is that correct?

Mr. SPEYER. The inajority stock is owned by municipalities
and by the Free State of Pnissia.

Senator JOHNSON. There is $7,500,000, at (i.j per cent. That
was called June 1, 1928, at 100.

Mr. SPEYER. That is paid.
Senator JOHNSON. It was paid off there, was it?
Mr. SPEYER. Yes.
Senator JOHNSON. You got it at 81, and sold it at 87Y, with 6%

per cent spread. Is that correct?
Mr. SPEYER. Yes; and the public got par for it. They made more

than anybody else.
Senator JOHNSON. That is one place where the public came out in

good shape on an issue of bonds.
Mr. SPEYER. There are others here, too.
Senator JOHNSON. There are others, too, but I am just as proud of

them as you are. However, there was a 6Y per cent spread there.
Mr. SPEYER. Yes.
Senator JOHNSON. Were you alone in the original agency?
Mr. SPEYER. Harris, Forbes & Co.-the prospectus is all here.
Senator JOHNSON. I am going to ask you to give us some of the

prospectuses.
Mr. SPEYER. We are going to leave them all.
Senator JOHNSON. Thank you very much. That is very kind.
Mr. SPEYER. The names are all in there.
Senator JOHNSON. Harries, Forbes & Co. was the one originally

with you in that?
Mr. SPEYER. Yes.
Senator JOHNSON. Do you know whether you had a step-up price

there?
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Mr. SPEYER. We paid 81, and sold the bonds to a purchase syndi-
cate at 83%.

Senator JOHNSON. How many were in that syndicate?
Mr. SPEYER. Thirteen.
Senator JOHNSON. And then from them to the distributors, at 87%.
Mr. SPEYER. To a distributing group at 879, less 2K per cent

commission. There were 326 people in the distributing group.
Senator JOHNSON. The next is the Hamburg-American Line,

December 11, 1925. That is a steamship line?
Mr. SPEYER. Yes.
Senator JOHNSON. $6,500,000, at 6) per cent.
Mr. SPEYER. They pay off $500,000 each year at par, and they

have done it. On the 1st of December, they paid off another $500,-
000, so that there are outstanding to-day only $4,500,000 out of the
original issue of $6,500,000. They have paid the interest punctually.
We bought them at 94K.

Senator JOHNSON. 94K and 93.98.
Mr. SPEYE. The $500,000 which mature next year are selling 15

points under par. That shows what the markets are.
Senator JOHNSON. That is a good record, is it not, under existing

conditions?
Mr. SPEYER. A good record; but they have paid regularly $500,000

each year.
Senator JOHNSON. I say, under existing circumstances, that is a

good record.
Mr. SPEYER. Yes.
Senator JOHNSON. You had a spread there of 5.45.
Mr. SPEYER. Yes.
Senator JOHNSON. Were you alone in the agency for the Hamburg-

American loan?
Mr. SPEYER. No, sir; J. Henry Schroder Banking Corporation,

and Freeman & Co. It is all there.
Senator JOHNSON. Where are they?
Mr. SPEYER. New York; specializing in equipment-trust securities.
Senator JOHNSON. The next one is the city of Leipzig, Germany,

$5,000,000 7 per cent, bought at 90 flat, and 89.42 and interest; sold
at 94% and interest; spread, 5.33. Were you the original agency for
that?

Mr. SPEYER. Yes; alone.
Senator JOHNSON. You were alone in that?
Mr. SPEYER. Yes. Of that, there have been redeemed about

$700,000.
Senator JOHNSON. I notice that there were $1,250,000 of those

bonds told in Europe.
Mr. SPEYER. In Holland and Switzerland.
Senator JOHNSON. The next one is March 23, 1926, State of San

Paulo, Brazil, $7,500,000, 7 per cent.
Mr. SPEYER. Of which there have been redeemed about $600,000.
Senator JOHNSON. $586,000?
Mr. SPEYER. Yes.
Senator JOHNSON. They were brought at 90 flat; sold at 96%;

spread, 6% per cent. Is that correct?
Mr. SPEYER. Yes.

I
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Senator JOHNSON. The next one is city of Budapest. That was a
six months' credit only.

Mr. SPEYER. Yes. That was paid.
Senator JOHNSON. That was paid at maturity?
Mr. SPEYER. Yes.
Senator JOHNSON. The next is Hungarian Consolidated Munici-

palities, October 29, 1926, $6,000,000, 7 per cent, bought at 89 flat,
and 87.43 and interest; sold at 93%; spread, 6.07; is that correct?

Mr. SPEYER. Yes.
Senator JOHNSON. Were you alone in that?
Mr. SPEYER. No; the Chase Securities Corporation, Bank of

Manhattan Co., W. A. Harriman & Co., and the Interstate Trust
Co. of New York.

Senator JOHNSON. All original with you?
Mr. SPEYER. On original conditions.
Senator JOHNSON. On the original purchase?
Mr. SPEYER. Yes.
Senator JOHNSON. The next is Berlin Electric Elevated & Under-

ground Railways, $15,000,000; bought at 90% flat; sold at 94%;
spread 5%. Were you alone in that, or did you have anybody with
you?

Mr. SPEYER. In that case we charged an originating commission
of one-half of 1 per cent, and took in the Equitable Trust Co., Blyth
Witter & Co., and the J. Henry Schroder Banking Corporation, and
the Interstate Trust Co. We were originally alone. We got half
of 1 per cent on the whole thing.

Senator Johnson. Your step-up was just one-half of 1 per cent?
Mr. SPEYER. Yes.
Senator JOHNSON. That was the Berlin Electric Elevated?
Mr. SPEYER. Yes.
Senator JOHNSON. I see that there is a note here that $3,000,000

of those bonds were sold in Europe. Where?
Mr. SPEYER. Only in Amsterdam.
Senator JOHNSON. December 22, 1926, Kingdom of Bulgaria

(League of Nations loan), $4,500,000, 7 per cent, purchased at 87,
sold at 92, with a 5 per cent spread. What is the condition of that
loan at the present time?

Mr. SPEYER. They are all paying.
Senator JOHNSON. It is paying, is it?
Mr. SPEYER. Yes. All these loans pay, except one Sao Paulo

loan.
Senator JOHNSON. Did you have that loan in the first instance?
Mr. SPEYER. Blair & Co. and the J. Henry Schroder Banking

Corporation were associated with us.
Senator JOHNSON. The three of you originally?
Mr. SPEYER. Yes.
Senator JOHNSON. Original associates?
Mr. SPEYER. And there was $12,000,000 of that same issue sold

in Europe by other prominent bankers there.
Senator JOHNSON. The next one is Vereinigte Glanzstoff-Fabriken.

What is that?
Mr. SPEYER. That is an artificial silk manufacturing company.
Senator JOHNSON. What is it, a private corporation?
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Mr. SPEYER. No. It is a public corporation. It was paid off--
$3,000,000 paid at maturity.

Senator JOHNSON. A public corporation located where?
Mr. SPEYER. In Germany.
Senator JOHNSON. Owned by the Government?
Mr. SPEYER. No. They make artificial silk. It is a private

corporation. That was a 3-year loan, and that was paid off at
maturity.

Senator JOHNSON. The next one is Westphalia United Electric
Power Corporation, Germany, $20,000,000, 6 per cent.

Mr. SPEYER. The same company we had before.
Senator JOHNSON. Purchased at 88, sold at 92%; a spread of 4%

per cent.
Mr. SPEYER. You will notice that that is the same company we

had before.
Senator JOHNSON. That is, the State is-
Mr. SPEYER. Municipalities and the Free State of Prussia own the

mVority of shares of stock.
Senator JOHNSON. The next one is the Greek Government loan of

January 31, 1928, $2,000,000 bonds sold in Europe, $17,000,000 issued;
bought at 86 fiat, and 85.77; sold at 91; a spread of 5.23, is that
correct?

Mr. SPEYER. Yes.
Senator JOHNSON. Were you alone in that?
Mr. SPEYER. No, sir; the National City Co. was with us. Senator,

may I just call your attention to the fact that the Westphalia Electric,
which we bought in 1928, we bought for almost 6 per cent below the
price we paid in 1925? It shows how the bond market has gone
down.

Senator JOHNSON. That is the Westphalia Electric. You bought 6
points higher than the second one you bought.

Mr. SPEYER. Six and a half.
Senator JOHNSON. The rate of interest would make your difference,

would it?
Mr. SPEYER. Yes. That is correct.
Senator JOHNSON. The Greek Government, League of Nations'

loan-were you alone in that?
Mr. SPEYER. The National City Co. was with us.
Senator JOHNSON. Was your agency there direct from the Greek

Government, or direct from the League of Nations?
Mr. SPEYER. No. The League of Nations has -othing to do with

selling the securities.
Senator JOHNSON. I understand that, but I wondered whence came

the authorization to you and to the National City Co?
Mr. SPEYER. We had taken the previous Greek loan before, so

when they had another Greek loan to sell, the bankers over there-
I think it was the Greek National Bank-the National Bank of Greece
approached us first through London bankers.

Senator JOHNSON. They had approached you in the other instance,
where you had the first loan?

Mr. SPEYER. I do not know whether they did, or whether the
London bankers did. I think it came through the Hambros Bank,
(Ltd.) in London. Hambros Bank (Ltd.) in London are agents for
the Greek Government, very largely. They approached us.
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Senator JOHNSON. July 23, 1928, State of San Paulo, Brazil,
$15,000,000, 6 per cent; bought at 92%; 90; 89.92; sold at 94%; spread,
4.58 per cent. That is correct, is it not?

Mr. SPEYER. Yes. That is a loan that is now in default.
Senator JOHNSON. That is a loan that is now in default. Do your

recall the history of that loan?
Mr. SPEYER. Yes.
Senator JOHNSON. Do you remember whether or not the Depart-

ment of Connerce had anything to say to you concerning that loan?
Mr. SPEYER. We bankers only asked the State Department whether

they had any objections. We do not ask the Department of Com-
merce.

Senator JOHNSON. Whether you asked the Department of Com-
merce, or whether you did not, do you know whether or not the
Department of Commerce opposed that loan?

Mr. SPEYER. No; I do not know.
Senator JOHNSON. You know nothing about that?
Mr. SPEYER. No.
Senator JOHNSON. Do you know exactly what transpired with the

State Department, between you and the State Department, in respect
to that loan?

Mr. SPEYER. I could not say; exactly. I know we got a letter-
we asked them whether they had any objection. They only gave a
negative answer, that they had no objection, no interest, or some-
thing of that sort. I could not tell you exactly now.

Senator JOHNSON. But there was no objection on the part of the
State Department?

Mr. SPEYE I. No; or we would not have taken it.
Senator JOHNSON. Was this loan made for the purpose of what

was called the valorization of coffee?
Mr. SPEYER. No. That is not it.
Senator JonxsoN. That had nothing to do with it?
Mr. SPEYER. May I say, in that connection, that of this total loan

we took, for this country, $15,000,000. That was in 1928, and there
was sold in Europe-

Senator JOHNSON. And $4,000,000 was sold in Europe--no, I am
in error on that.

Mr. SPEYER. $15,000,000 were offered by us here, and simultane-
ously, the bankers in Europe offered $17,000,000. The whole loan
was about $32,000,000.

Senator JOHNSON. The San Paulo, Brazil, loan.
Mr. SPEYER. Yes.
Senator JOHNSON. You offered $15,000,000 here, and the bankers

over there offered $17,000,000?
Mr. SPEYER. Yes.
Senator JOHNSON. Were you alone in the origin of that. loan?
Mr. SPEYEI. No, sir.
Senator JoHNSo N. Who was with you?
Mr. SPEYEnl. Blair & Co.; the J. Henry Schroder Banking Cor-

poration; Ladenburg-Thanman & Co.; E. 11. Rollins & Son; the
Equitable Trust Co.; and Blyth Witter & Co. Senator, we are go-
ing to leave all these papers here.

Senator JOHNSON. Thank you very much.
Senaitor SIlOnRTInE. When did they default?
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Mr. SPEYER. Only now.
Senator JOHNSON. Last month?
Mr. SPEYER. The 1st of January, last week. Their explanation is

that they can not buy the foreign exchange. That is their explatia-
tion. One of our partners is in Iondon now, and has been conferring
with the London bankers. They took it up with us immediately
to see what could be done. It is no doubt difficult to get foreign
exchange.

Senator SHORTRIDGE. What is the amount of the default?
Mr. SPEYER. It is the half-yearly interest. They have redeemed,

of the original $15,000,000, $300,000. They p id off $300,000.
They have lived up to it so far, but they have stopped now. The
interest is $440,940, which the State ougfht to have paid on January
lst.

Senator JOHN.SON. The next is the Kingdom of Bulgaria, $4,000,000,
sold in Europe, $13,000,000 sold by you here; 7% per cent; pur-
chased at 92; sold at 97 and interest; with a 5 per cent spread. Is
that correct?

Mr. SPEYER. Yes. They have been paying regular interest, sink-
ing fund, and everything, and they are quoted at 35 in the market.

Senator JOHNSON. $4,000,000 of these bonds were sold in Europe.
Where?

Mr. SPEYER. $1,000,000 in Belgium; $1,500,000 in Italy; and
$1,500,000 in Switzerland, by leading bankers in each country.

Senator JOHNSON. Were there any otheT' sales of bonds that you
have in Italy, besides that one, in any of thase issues of yours?

Mr. SPEYER. I will have to look back, Senator.
Senator JOHNSON. There is no hurry about that.
Mr. SPEYER. I do not know.
Senator JOHNSON. The next is April, 1930, State of San Paulo,

Brazil, $35,000,000, 7 per cent, purchased at 90 flat; sold at 96, with
a spread of 6.72 per cent. Do you recall what that loan was for?

Mr. SPEYER. Yes. I can tell you all about that, because that only
happened the other day.

Senator JOHNSON. All right.
Mr. SPEYER. That is the coffee realization loan.
Senator JOHNSON. The coffee valorization loan?
Mr. SPEYER. No; realization. It is just the opposite. Excuse

me. The Brazilian Government saw it made a mistake in trying to
keep up the price of coffee by buying coffee, and it changed the
policy, gradually realizing the coffee which it had bought. The
whole loan was $100,000,000. That was only two years ago-April,
1930-and they redeemed $1,750,000 of the $35,000,000 each six
months, and they have so far done it. The whole loan runs for 10
years, and one-tenth is paid off every year, or one-twentieth every
six months, at par, by drawings, and "the bonds are selling at 49.
Only the other day they paid off $1,750,000 at par.

Senator SHORTRIDGE. You can not explain that either, can you?
Mr. SPEYER. No.
Senator SHORTRIDGE. Why they are selling at such a low rate?
The CHAIRMAN. It is a world situation.
Mr. SPEYER. That is it. It is very discouraging for the fellow

who has them, but if he keeps them long enough, I think he will get
his money.
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Senator JOHNSON. Do you know whether or not the Department
of Commerce objected to that loan?

Mr. SPEYER. No. The State Department (lid not. We only
asked the. State Department, but I should think the departmentt of
Commerce would have been very glad to approve of it, because it
just carries out the policy against government buying of natural
products.

Senator JOHNSON. I do not follow you.
Mr. SPEYER. Our Department of Commerce and everybody was

opposed to Brazil trying to buy coffee to keep up the price, and
through this loan it changed the policy of the San Paulo government
entirely. This loan was contracted to help them to liquidate what
they had bought, so that was carrying out the policy which our De-
partment of Commerce had been advocating, especially for other
nations.

(Mr. Speyer in a letter addressed to the chairman dated January
17, 1932, mnde the following explanatory statement.)

Referring to the question asked by Senator Johnson as to whether or not the
Department of Commerce objected to the San Paulo coffee realization loan, and
the answer thereto, I find, on returning home and looking over our files, that
the Department of State requested us in April, 1930, to send a representative to
Washington to discuss the matter with that department, as the Department of
Commerce had asked the State Department certain questions regarding this loanl.
My partner, Mr. Ralph Wolf, then went to Washington anld dielassed the matter
with representatives of the State Department and of the Department of Coin-
merce. The objections heretofore made were withdrawn. Nevertheless, prior
to the final approval of the loan, the contract and prospectus of the loan were
again submitted by us to the department. After sutch sulhinission, Mr. Wolf
was again requested to come to Wa;hington for further discussion. The State
Department thereafter informed us that "they had n interest in the proposed
loan," as per copy of their letter "A" inclose(d herewith, and the loan was then
formally (uk.rced by us to the public for subscription.

Cory A

DEPARTMENT OF STATE,

Mesrs. SPEYER & CO., Washington, April 8, 1930.

24 and £6 Pine Street, New York, N. Y.
$ins: Acknowledgment is made of the receipt of your letter dated April 3,

1930, regarding a contemplated loan of the equivalent of about £10,000,000
of 7 per cent bonds of the State of Sao Paulo, Brazil.

In reply you are informed that the department is not interested in the proposed
financing.

Very trtly yours,
(Signed) JOSEPH P. COTTON,

Acting Secretary of Statc.

Senator JOHNSON. You observe that we have altered the policy,
do you not, in the United States, in regard to wheat?

Senator SHORTRIDGE. Is that the coffee they are burning down
there?

Mr. SPEYER. Partly; low-grade coffee only.
Senator SHORTRIDGE. To keep up the price?
Mr. SPEYER. No. They can not sell it. The people with more

coffee object to the government selling all that coffee, because it
makes it more difficult for the planters to sell the balance of their
coffee. The government has not bought that coffee now. It was
bought in the previous administration.



636 SAT OF O GN BONDS OIL SECUR IUS

Senator SHORTRIDGE. Is the government now burning the coffee?
Mr. SPEYER. So I saw in the papers. I have no official information.
The CHAIRMAN. There is more coffee than the world can consume,

Senator. That is the answer to the whole thing.
Senator SHORTRIDGE. Does that coffee purchased by the govern-

ment have to do with the exchange of American wheat for coffee?
Mr. SPEYER. The particular coffee pledged as security for this loan

was not exchanged for American wheat.
Senator JOHNsON. Will you state, please, whether any objection,

so far as you are aware, was made by the Department of Commerce
to that loan originally?

Mr. SPEYER. No.
Senator JOHNSON. Was any objection made by any department of

our Government to that loan?
Mr. SPEYER. Not so far as I know.
Senator JOHNSON. Was that one of the loans that you took with

the State Department, to which they replied negatively, in the fashion
you have indicated?

Mr. SPEYER. Yes. I can not remember all the details, but I am
sure that if our State Department had objected, we would not have
taken it. One of my partners went to the State Department and
explained the whole situation to them, and they were satisfied to have
us go ahead.

Mr. HERMAN. They stated that the department had no interest in
the transaction before we issued the loan.

Senator JOHNSON. Was there objection to it in the beginning?
Mr. SPEYER. At first they did not "quite understand it. I think

they thought the Government was going on to accumulate and store
more coffee, or someting like that. I can refresh my memory.

Senator JOHNSON. Do you remember anything being said at that
time by any of the departments of the Government, or any of the
officials of the Government, concerning the prices of coffee, and the
like?

Mr. SPEYER. I do not remember. I do recall that the Government
did not object to our issuing that loan.

Senator JOHNSON. Finally so.
Mr. SPEYER. Yes.
Senator JOHNSON. But you have no recollection of any difficulties

being presented for a considerable period of time, or any objection
being presented?

Mr. SPEYER. No; it can not have been, because one of my partners
went to Washington to explain the situation, and they said they
understood what was intended.

Senator JOHNSON. Was it your ass;ocPiate here, Mir. Ifernian?
Mr. HEAUIA.. No.
SenatorJoHNSON. Do you knw to whozii le explai1wCd tile situation?
Mr. SPEYERi. No; I do not remember that.
Senator JOHNSON. Was it essential for him to go to Wasington

because of sinie objection that had been made?
Mr. SPEYER. I think there was some delay. I Louhl refresh my

memory. There was sonie delay in getting approval, or the negative
approval of the State Department.

Senator JOHNSON. Can you, from the dtwuntents you have at hand,
refresh your recollection ;n that?
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Mr. SPEYEm. No. We do not have that here. There was not
anything much. The whole thing--

Senator JoHNsoN. The whole thing made little or no impression
on you, is that what you mean?

Mr. SP YER. It may not have been much of a delay, because these
things are done very quickly, and I think that after the Government
understood the situation-I forget how it was-I could not tell
VOU DOW.

•S#,enator Joimsox. It is not usual for you to send a member of your
firm down here on a loan, is it?

Mr. SPEYER. I do not know that it is usual, as a rule. It is not
necessary. Somieties-you knew how those things are done-
somietimes one (-an write, sometinies one telephones, you know.

Senator JoHNsoN. Certainly.
Mr. SPEYER. But in this case, as I rememb..er-I do not know what

department it was-I could not tell you that, but at first they did
not quite understand that it was changing the policy.

Senator JOHNSON. Is there any other instance you know of in con-
nection wih any loan, that you had, that you sent a member of your
firm down here'to talk to the State Department concerning it?

Mr. SPEYER. There nmav have been. I do not recall.
Senator JoH.NsoN. You do not recall any others, do you?
Mr. SPEVyR. I do not. There may have been.
-Senator JOHNSON. Your Usual Practice was, I assume, like the

practice of all those indulging in these loans, that you sent a note
saying that you were going to make such a loan, and asking if there
was any objection?

Mr. SPiYER. That is the usual way.
.Senator JOHNSON. That was your usual practice?
Mr. SPEYER. In the second Greek loan, No. 24, where our Govern-

ment bought and paid for $12,000,000 of that second Greek issue of
bonds in settlement of sonie credit claim Greece had against our
Government, we had sone negotiation. We sent somebody there
then. On this second Greek loan ourGovernment bought $12,000,000
in settlement of a clain for a credit Greece lid against the United
States Government.

The CHAIRMAN. They (lid have a claim against Greece?
Mr. SPEYER. Yes; and they took $12,000,000.
The CHAIRMAN. In this loan you paid the Government $12,000,000

to cancel that obligation?
Mr. SPEYER. Yes. The Greek Government did.
(Mr. Speyer in a letter addressed to the chairman dated January

11, 1932, made the following explanatory statement):
In reply to a question by Senator Johnson regarding the sale by us of $17,000,000

Greek Government 6 per cent bonds, I stated that, "Our Government took
$12,000,000 of these bonds in settlement of some claim against the Greek Gov-
ernment." In this connection, I regret that my memory was somewhat at fault,
as regards the purchase of bonds by our Government. The facts are as follows,
as stated in our prospectus which we filed with you at the hearing.

Under the terms of an agreement already approved by the Greek Parliament
and recommended bv the State and Treasury Departments of the United States,
which is to be submiiitted to Congress for its authorization, the United States
Government is to advance to Greece $12,167,000 to bear interest at the rate of
4 pr cent per annum and to be repaid through a sinking fund within 20 years.
This advance will be equally secured with the above $17 000,000 6 per cent
dollar bonds and £4,070,960 6 per cent sterling bonds (equal at par of exchange
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to $19,811,327) by a charge, subject to existing charges and ranking in priority
to any future charge, on revenues under the control of the International Financial
Commission. This advance (if authorized) will be turned over in its entirety to
the Refugee Settlement Commission for its refugee settlement work and accord-
ingly will reduce the total amount authorized to be raised by the Greek Govern-
ment under the League of Nations. If not, a further portion of this loan equal
to an effective sum of $12,167,000 will have to be raised, in addition to the above
bonds, to constitute the total amount of this loan.

This recommendation by the State and Treasury Departments was approved
by the House of Representatives in the first session of the Seventieth Congress
as per report No. 9553 (to accompany H. R. 10760).

Senator JOHNSON. That is the only instance you recall in which
you came to Washington to make any explanation to any of the
departments, is it not?

Mr. SPEYER. I do not recall any others.
Senator JOHNSON. Do you recall any others, Mr. Herman?
Mr. HERMAN. I do not recall any others.
The CHAIRMAN. The State Department took no other course in

this particular case than it followed in the case of all such appeals
to it?

Mr. SPEYER. Just the same thing.
Senator SHORTRIDOE. I think you have said it again and again,

but is it a fact that you never handled a given issue of foreign bonds
without inquiring of the State Department?

Mr. SPrYER. That is a fact.
Senator SHORTRIDGE. Should they express dissent or objection-
Mr. SPEYER. We would have dropped it.
Senator GEOROE. Did you ever meet any objection from the State

Department on any offer which you submitted?
Mr. SPEYER. In 1925 the State and Commerce Departments did

not approve of a loan to the State of Sao Paulo to stop speculation
in coffee, which we were considering(see attached copy "B") and
naturally, we did not proceed with this Sao Paulo business, the loan
being offered and sold only in London.

Copy B
DEPARTMENT OF STATE,

Washington, November 6, 1925.Messrs. SPER & Co.,
24 and 26 Pine Street, New York City.

Sins: I beg to acknowledge the receipt of your letter of November 4, 1925,
regarding your interest in a proposed loan to the State of Sao Paulo, Brazil, in
the amount of from $25,000,000 to $35,000,000, for the purposes and under the
terms set forth therein, and in reply thereto to state that in view of the policy of
coffee valorization followed by the authorities of Sao Paulo, this department is
unable to view the proposed financing with favor at this time.

I am, sirs, your obedient servant,
LELAND HARISION,

Assistant Secretary.
Senator JOHNSON. The only other two loans that are mentioned

here are those of June 26, 1930-by the way, first, in this State of
Sao Paulo, Brazil, loan, concerning which we have just been talking,
were you alone, as the original agent?

Mr. SPRYER. No.
Mr. HERMAN. Do you want me to read the names, Senator?
Senator JOHNSON. If you please.
Mr. SPRYER. This loan came originally from London. The London

bankers have been the fiscal agents of Sao Paulo for a long time, and
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we got the Sao Paulo business working with them. Here in this
country we took in the following: J. Henry Schroder Banking Cor-
poration; the National City Co.; Banzamerica Blair Corporation;
Dillon, Read & Co.; Ladenburg, Thallman & Co.; Continental Illinoi3
Co., of Chicago; E. H. Rollins & Sons; Blyth & Co.; G. L. Ohrstrom
& Co.; Otis & Co.; and the Dominion Securities Corporation of
Canada.

Senator JOHNSON. Those were all original agents with you?
Mr. HERMAN. No, sir.
Senator JOHNSON. That is what I am driving at.
Mr. HERMAN. The ones that were on original conditions with us

stop after Blyth & Co. They were on original terms; but Speyer &
Co. and the Schroder Banking Corporation were the contractors.

Senator JOHNSON. It started with two, Speyer & Co. and the other.
Then there was a step-up price on that?

Mr. HERMAN. No, sir; not for the original participants. We
charged no management commission.

Senator JOHNSON. They came into the deal the same as you?
Mr. HERMAN. Yes, sir. Then there was a banking syndicate

formed at 92%, consisting of 81 members.
Senator JOHNSON. The other two you have here are the Greek

Government 1-year notes and the Kingdom of Hungary 1-year
treasury bills.

Mr. SPEYER. Yes. Those we have now.
Senator JOHNSON. Those are renewed?
Mr. SPEYER. Yes; they are running now.
Senator JOHNSON. Tbcv are running now, by virtue of renewal?
Mr. SPEYER. Yes; oia '(or three months, and the other to expire in

May.
Senator JOHNSON. Those are all the questions, Mr. Chairman, that

I desire to propound to Mr. Speyer.
The CHAIRMAN. Does any other member of the committee desire

to interrogate the witness?
Senator SHORTRIDGE. You may have given this information in

some of your answers already; you may have covered some of the
questions which I wish to put, but you have told us that you are a
business man, a merchant-banker, would you say, or banker-mer-
chant?

Mr. SPEYER. Yes.
Senator SHORTRIDGE. You buy and sell bonds arnd securities?
Mr. SPEYER. Yes; not shares.
Senator SHORTRIDGE. Foreign and domestic issues?
Mr. SPEYER. Yes.
Senator SHORTRIDGE. And engage, of course, for the purpose of

making a legitimate profit?
Mr. SPEYER. Yes.
Senator SHORTRIDGE. You said again and again that in addition

to your legal responsibility you have, or feel, a moral responsibility.
Mr. SPEYER. I do.
Senator SHORTRIDGE. And that feeling continues in you' mind or

heart during the life of the bonds which you handle, is that right?
Mr. SPEYER. Yes.
Senator SHORTRIDGE. Before you engage to handle a given issue

of foreign bonds you make inquiry as to the validity of the bonds.
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Mr. SPEYER. Yes, sir.
Senator SHORTRIDGE. And also as to the history, character, and

reputation of the municipality or the corporation that is issuing the
given bonds.

Mr. SPEYER. Yes, sir.
Senator SHORTRIDGE. Do you make inquiry as to the purpose to

which the borrower contemplates putting the money?
Mr. SPEYER. Certainly. It is very important.
Senator SHORTRIDGE. You do?
Mr. Sp iy t. Certainly. I might add that I have been in every

one of these countries myself. I have been in Hungary three times.
I have been in Greece twice. I have been in Bulgaria twice, and, of
course, I have been in Germany and all the other countries myself,
and I have met the people with whom I have made the contracts
myself.

Senator SHORTRIDGE. In and about the inquiry touching the pur-
pose for which the loan was sought, you inquired?

Mr. SPEYER. Certainly. That is very important.
Senator SHORTRIDGE. As to government bonds, you handle them?
Mr. SPEYER. Yes.
Senator SHORTRIDGE. You make like inquiry as to the purpose the

government has in seeking the loan?
Mr. SPEYER. Certainly. It is a very important part of the con-

sideration.
Senator SHORTRIDGE. Do you inquire as to whether they are seeking

the money to carry on the legitimate expenses of their government?
Mr. SPEYER. Yes; certainly. It is a very important part of the

examination.
Senator SHORTRIDGE. I have in mind, now, the moral responsi-

bility that you feel or have.
Mr. SPEYER. Yes; certainly.
Senator SHORTRIDGE. Do you specifically inquire as to whether

they are building up their navy or their army?
Mr. SPEYER. We inquire what they are going to do with the pro-

ceeds of the loan that we make to them. Of course, we can not
control their budget, but frequently they tell us that they are doing
public works, you know, and they are doing this and that.

There is one point I would like to bring out about the foreign
loans, while Senator Johnson is here, that the credit of these countries,
when we took the loans, had gone down very much. The Hungarian
government use to sell, say, four per cent bonds near par. The City
of Berlin used to sell three and a half per cent bonds, if I remember
correctly. When we took these loons, by the time this country came
into the foreign security market, all the'loans were taken very much
cheaper than the home consumer had ever gotten them at. I think
that is a very important point. When it came to taking the loan of
Huagary-I could give you instances of the other loans, too-Hungary
used to sell 4 per cent bonds near par; and the City of Berlin at
3% per cent.

Senator SHORTRIDGE. They had good reputations.
Mr. SPEYER. Absolutely. The first thing you asked me was what

care we take. First, we take the general character. When any busi-
ness is offered to us, we first see who it is.

Senator SHORTRIDGE. Certainly.
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Mr. SPEYER. Then comes the legal examination. We have lawyers
in these different countries, apart from our American lawyers. We
have representatives over there, and then we are very careful to have
local leading banks in with us, because they know these countries.
London, as you know, gentlemen, has been the financial power of
the world for two or three generations and the London bankers have
had more experience in foreign loans, almost, than any other. There-
fore we always made it a rule, in every transaction, to try to have
the leading London bankers with us, pan passu, to issue the securities
at the same time to their public.

Senator SHORTRIDGE. Did you handle any bonds issued by any of
the existing governments of Russia?

Mr. SPEYER. No. We never Iave had any business with Russia
at all.

Senator SHORTRIDGE. At no time?
Mr. SPEYER. No. Never.
Senator SHORTRIDGE. If you had discovered, or had reason to be-

lieve that the money was being sought in order to build up the navy
or army of a given country, what would you have done?

Mr. SPEYER. Of course, it is a more or less theoretical question
to put.

Senator SHORTRIDGE. This is touching your moral responsibility,
nOw.

Mr. SPEYER. I do not think one ought to help other countries
build up their navies or military establishments.

Senator SHORTRIDGE. I suppose you think we ought to have ai navy?
Mr. SPEYER. I do.
Senator SHORTIDGE. And equal to that of any country?
Mr. SPEYER. That is a very ticklish question to answer. I am

a big Navy man.
Senator S1HORTUIDGE. We will have you before our committee

to-morrow.
The CHAIRMAN. Let us confine ourselves to the question before

the committee.
Senator JOHNSON. The only South American loans that I observe

upon your list are those of the State of 3an Paulo.
Mr. SPEYER. Yes.
Senator JOHNSON. Have you dealt in any others at all?
Mr. SPEYER. No.
Senator JOHNSON. Have you dealt, as distributors, participants, or

otherwise, in any of them?
Mr. SPEYER. We are not distributors. We are only wholesalers.
Senator JOHNSON. In any capacity, have you dealt in any of the

others?
Mr. SPEYER. We may have had some participation with other

people, without our name appearing, but not on original conditions.
We have had no contracts with South American countries.

Senator JOHNSON. Have you participated in the distribution of
some of them?

Mr. SPEYER. No; never.
Senator JOHNSON. In the sale of some of the bonds of South

American countries?
Mr. SPEYER. No.
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Senator JOHNSON. What do you mean by saying you may have
participated with some others?

Mr. SPEYER. If somebody offers a syndicate-the first group, you
know.

Senator JOHNSON. Exactly. Have you dealt with South American
bonds in that capacity?

Mr. HERMAN. We took a small participation in the Peruvian
syndicate once and in the Brazilian syndicate, but sold no bonds
to any of our clients.

Mr. SPEYER. We have never sold any other South American
bonds to any of our customers.

Senator JOHNSON. Did I understand you to say you bad a small
participation in the Peruvian issue?

Mr. HERMAN. Not in the distribution of it, Senator; in an under-
writing syndicate that was formed in the case of one Peruvian issue
we took a small participation, but took no bonds.

Mr. SPEYER. And did not indorse them with our name.
Mr. HERMAN. And in one Brazilian syndicate, the same thing.
Senator JOHNSON. That is some small participation?
Mr. HERMAN. A few hundred thousand dollars.
Senator JOHNSON. Does that involve profit and loss, or does it

involve activity?
Mr. SPEYER. No activity at all. It means a money engagement

to that extent, and you may make or you may lose. It is very small.
It is not worth mentioning.

(Mr. Speyer in a letter addressed to the chairman, dated January
11. 1932, made the following explanatory statement:)

In reply to questions by Senator Johnson, as to whether or not my firm had
participated in any way in the distribution of any other South American loans,
I find, on my return, that we had accepted 10 small participation from others
in such loans, aggregating $2,100,000.

But in no way were we negotiators or contractors nor did we appear publicly
with our name as participants in the offering of the bonds. Of the above loans,
we sold to private clients $128,000 par value of bonds, and of this amount, $68,000
par value were sold in Europe. Our total profits on all of these participations
and uales were approximately $34,000. We further accepted participations in
two short-term South American offerings (since repaid), our participations
therein being $900,000, and placed $25,000 thereof with clients. Our total
profits on these two latter transactions was $9,900.

Senator JOHNSON. Is there such a thing as the allocation of terri-
tory to different houses-different territory in Europe to different
houses doing business in New York, for their bonds or securities?
Is there such a thing as that? Have you ever heard of it?

Mr. SPEYER. I do not quite understand.
Senator JOHNSON. Have the various houses that are dealing in

securities, like yours, divided up the territory of Europe so that each
would have a particular part of the bonds or securities issued by that
territory?

Mr. SPEYER. No. It is not (lone in this country that way. It is
done in Europe somewhat that way.

Senator JOHNSON. It is done in Europe?
Mr. SPEYER. Yes. It is not done here.
Senator JOHNSON. Does it exist here at all?
Mr. SPEYER. I do not think so.
Senator JOHNSON. I think that is all.

642
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Mr. SPEYER. Mr. Chairman, if I may say something, Senator
Johnson, you know, we are investment bankers, and, of course, we
are in that business for profit. I do think investment bankers, espe-
cially doing an international business, fulfill a very useful function
to the world. You know, coming from California, that your railroads
were built with European money, and it was my firm-my father and
I, myself, to some extent-who sold the Central and Southern Pacific
Railroad bonds in Europe to enable the building of those lines, be.
cause this country at that time did not have the surplus capital.

Senator JOHNSON. I wonder if you are as familiar as I am with
the building of those roads, and what transpired?

Mr. SPEYER. I am familiar with the financial end of it. I do not
retend at all to know anything about the construction of railroads.

am very limited. I only know something about the financing.
If you asked me whether, when we make a given loan to any foreign
government, or anybody, we see that the proceeds are applied in a
certain way, of course, you have to have some confidence in the people.
If you make a loan to an American railroad company and they tell
you they are going to use that money for construction and improve-
ments, you must trust the people sufficiently to let them do that.
But you know that, people lost a great deal of money in Europe on the
investments they made in the building up of the American railroads.
The Southern Pacific and the Central Pacific did not fail because
Mr. Huntington, perhaps to some extent with our help, stood by,
but the Northern Pacific, the Atchison, and others, were all reor-
ganized, and the European investors lost their money.

Senator JOHNSON. What is the object of what you are saving-to
justify the present situation in regard to foreign securities in this
country? If it is, ycu are entitled to your opinion, and I am very glad
to hear you express it..

Mr. SPEYER. No. I would like to explain that the international
hanker, whom sonic people thing of as having horns and hoofs, has
performed some useful function in the world, and that this country
would not have been built up after the Civil War without the inter-
national banker getting the money from Europe over here.

Senator JOHNSON. We will concede exactly what you say. The
things that tip to October, 1929, we put these bankers upon a

pedestal, hgh up.
Mr. SPEYER. I would not do that.
Senator JOHNSON. They were supermen. To-day they are stripped,

and they are down here with just as much knowledge as we have,
and no more.

Mr. SPEYER. Who put them on a pedestal?
Senator JOHNSON. Generally speaking.
Mr. SPEYER. I an sorry I did not know it. That was the time to

get out.
Senator JOHNSON. These financial giants we have had the last

three yearsrwe'have proven are just common clay like the rest of us.
However, that is neither here nor there. I do not care to enter into
an argument with you.

Senator hHORTRIDGE. Did you finance any of the Hill enterprises?
Mr. SPqYER. No; but I knew about them. I knew Mr. Hill very

well. Tho Northern Pacific was built with German money. The
bonds of the Southern Pacific and tp, Central Pacific were sold in

643
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Holland, Switzerland, and elsewhere in Europe. The railroads had
even issued their bonds in foreign currencies. The Baltimore &
Ohio and the Pennsylvania had sterling bonds, to make them palatable
to the British public.

The CHAIRMAN. We thank you for your appearance here. If
there are no further questions you may be excused.



Foreign loans underwritten by Speyer & Co.

Date

NOV. 1,1920
Dec. 8,19201

Mar. 2,1921
June 20,1921
July 2,1924

Nov. 5,1924
Nov. 25,19242

Dee. 17.1924

Mar. 31. 1925

July 1. 1925

July 15, 1925
Nov. 23.1925

Nov. 23,1925

Nov. 24.1925

Dec. 11, 1925
Mar. 2.1926

Mar. 23.1926
June 15.19261
It. 2 9.1926
Nov. 12.1926
Dec. 22,19261
May 19,1927

Jiu. 23.1928

Borrower

City of Berne, Switzerland ------------------
United Rys. of Ilabana & Regla Warehouses

(Ltd.) -year loan.
State of Sao Paulo. Brazil ---- zi-------...........
Dominican Republic, 4-year loan ...............
Kingdom of Hungary (League of Nations loan). -

City of Berlin, Germany, 1-year loan ............
German State Ry. Co. credit 2-year credit

($5,000,000 reserved for Europe).
Greek Government ($5,00000 bonds withdrawn

for sale in London) (League of Nations loan).
State of Sao Paulo, Brazil ($6,276,00 twnds sold

in Europe).
City of Berlin, (ern:iny ................

Hungarian Consolidated Munieipa' ies .......
City of Frankfort on the Main, Germany

($1,200,000bonds sold in Eurol,e).
City of Dresden. Gernmny ($1,250,000 bonds sold

In Europe).Westphaba United FEleetric Power Corporation,
Germany.

Hamburg-American Line ...................
City of Leipzig, Germany ($1,25d,000 bonds sold

in Europe).
State of Sao Paulo, Brazil ------ --------
City of Budapest, Hungary. 6 months credit-
Hungarian Consolidated Municilalities .......
Berlin Electric Elevated & Underground Rail-

wayS Co. ($3,000,000 honds sold in Europe).
Kingdom of Bulgaria (League of Nations loan)..
Verein',gte Glanzstoff-Fabriken A. G., Germany,

3-yer loan.
Westphalia United Electrit. Power t'orporation,

Germany.

Face amount Interest
ofissue rate

Per ceMn
$5,000,000.00 9

1,250,000.00 9

10,000,000.00 9ZO o 0 , 0 0 . O n 8 12,500,000o.oo 8
9, 000, 000. 00 72

3.000.000.00 7
1.5,000,000.00 7

11. 000. 00. 00 7

15, 0m). 100. I) s

I.. 0W. Mo. 00 6!2

10. 000, 000. 1W "*, -
4. 00 000. 00 7

5, 00, 000.00 7

7,500, 000. 00 6.;

5, 000000. 00 7

7.5 0, 000. 00 7
2,000.000.00 6%~
b.0000000.00 7

15. 000000.0 0 61-2

1, -0, 000. 00 7

3. 000. 000. 00 512

20,000,000.01 t;

Face amount Remarks
paid off

Face amountDate of now outstand-maturity ing

1945 ----------------
1921

19 3 '$4,8, 000. 00
19925 -- -- -- - -
1944 7,315,100.00

19 5 ----------------
1926

1 964 10,361,000.00

19.30 14.719,000.00

1950 12,243, M0.D

1945 3 8, 174. 04). 00
1W.t-1945 2. 800, 00. 00

1945 3. M 9,5O. 00

1950 . . . . . . . .

1928-1910 4.500.000.0
1947 4,292.,000.00

1956 6,914,000.00
192;
1946 5,264.500.00
1956 13,600, 000. 00

19%) 4330. 000. 00
1930

19.53 19. 3 000. 00

$6,000,000. 00
1,250,000.00

5,432. 000. 00
2 500,000. 00
1,684,900.00

3.000,000.00
(6)

639, 000. 00

281,000.00

2. 7-%, 5). 00

1, S2M,000. 00
1.200,000.00

1,110, 50. 00

7,500, 000.0

008,00.0

,86,000.00
2.000, 000.00

735,500.00
1.10)0,000.00

170,000.00
3,000.000.00

277,000.00

'Of the above, the following are short-term loans: $1,250,00 V united Railways of Habana & Regla Warehouses (Ltd.) 1-year loan; $3,000,000 city of Berlin 7 per cent 1-year loan;
$15,000,000 German State railway credit. 2-year credit (not use-I); $2,000,000 city of Budapest treasury bills 6 months; $7,500,000 Grek Government I-year treasury notes; $.5,000,000
Kingdom of Hungary 1-year treasury bills; total. $33,750,000.

'Giving effect to Jan. 1, 1932, redemptions.
sIf used.
8 Credit not used.

Called May 1, 1926, at 107.
Paid at maturity.

Sinking fund redeems at 105.
Paid at maturity.
Sinking fund purchases below or redeems at

100.
Paid at maturity.

Sinking fund redeems at 100.

Sinking fund purchased below or redeems at
105.

Sinking fund purchases below or redeems at
100.

Sinking fund redeems at 100.
Paid $200.000 per year at 100.

Sinking fund purchases at or below 100.

Called June 1, 1928, at 100.

Paid $500,000 per year at 100.
Sinking fund purchases below or redeems at

100.
Do.

Paid at maturity.
Sinking fund redeems at 100.
Sinking fund purchases below or redeems

at 100.
Do.

Paid at maturity.

Sinking fund purchases or redeems at i00.



Face amount !InterestI Date of Face amountDate Borrower of issue i rate maturity now outstand-

i ing

;Per cen'Jan. 31,1928 Greek Government ($2,000,000 bonds sold in $17,000,000.00 C, 19w $16,646,500.00
Europe) (League of Nations loan).

July 0-. 1928 State of Sao Paulo, Brazil ----------------------- 15,000,000.00 1 6 M 1968 14,6%.000.00
Nor. 21,192b Kingdom of Bulgaria ($4,000,000 bonds sold in 13. 000, 0. 00 

n  
1 12, 848,500. 00

Europe) (League of Nations loan). b
Apr. -,1930 StateofSao Paulo, Brazil ($5,000.000 bondssol 35,000,000.00 7 1940 31,489,000.00in Europe).

June26,19301 Greek Government, -year notes--------------7,50.000.00 5 1931 7,.'0,000. 00Nov. 21,19301 Kingdom of Hungary, I-year treasury hills ...... 5,000,000 00 5! 1931 5,000,000.00

276;, 250, 000. 00 210,875.4W.00

Face amount
paid of

$353,500.00 Sinki

302. 00(.00 D
151,500.00 D

3.511,000.00 D

-t34--__ lenei... .. ........ Renei

-4Renei
65, 374, 400. 00

Remarks

ng fund redeems at 100.

0.
0.

0.

wed to M ay 5, 132.
'ed to Feb. 22, 1932.

Borrower original purchase price

it f Bern, Switzerland .......... 94 and interest ...........................
United Rys. of Habana & tegl- Warehouses ...........

(Ltd.) I-year loan.
State of Sao Paulo, Brazil ..................... 90 flat (90 days drafts' drawn Ihcreagalnst)Dominican Republic, 4-year loan .............. 96% and interest ......................... 
Kingdom of Hungary (League of Nations loan) _ $7,500,000,80 flat 4 .................._ " ' "',$1,500.€ 0, 84 flat ...... ............-.--- "."----
City of Berlin, Germany, 1-year loan ------------- 84 flat..................................
German State Ry. Co. credit 2-year credit. - - -- ---.....................

($5,000,000 reserved for Europe).Greek Government ($5,000,000 bonds withdrawn 84 flat=80.07 and Interest ...............
for sale in London) (League of Nations loan).

State of Sao Paulo, Brazil ($6,276,000 bonds sold 923% and interest ...........................
in Europe).

City of Berlin, Germany .................. 85 flat =83.60 and interest ...............Hungarian Consolidated Municipalitiet . --:I 82 lat =81.54 and interest ...................City of Frankfort-o.-the-Main, Germany 90.60 flat=90 and interest ............
($1,200,000 bonds sold in Europe).

City of Dresden, Germany ($1,250.000 bonds sold 88!/2 flat=8S and interest ...............In Europe). I

Public subscription price

99 and interest ............

97% and interest ..........
10) and inter. .t ----------
87?1 anti interest ..........
88 ...................

88 and inter- t...........

99 and interest ........

89 and interest ............
89 and interest ............
96 and interest (average).

94 and interest ............

l)ato

Nov. 1,1920
Dec. 8,19201

Mar. 2,1921
June 20,1921
July 2,1924

Nov. 5,19241
Nov. 25,1924.

Dec. 17, IrA

Mar. 31,1925

July 1, 1925
July 15,1925
Nov. 23,1925

Nov. 23,1925

Amounts sold
In other coun-
tries and cur-

rencies

$16,96,000.00

59,762,894.00

48, 665, 000.00

.................. .. .... .. ......

Spread

Per cenit
5

7 j
3/7 2

4

7.932,1%

5.40
7.46

51.

Speyer & Co.
profit

$64,155.48
6,250.00

91,242. 73
27, 353.60

131,219.31

2,482. 06
14,092.09

139758.97

96,849.08

68,38Z 05
139,210.16
41,947.21

33 406.78

Foreign loans underwritteld bi Spcyer & Co.--Continued



Nov. 24.1925

Dec. 11. 1925
Mar. 2,1925

Mar. 23.1926
June 15. 19261
Oct. 2N 1926
Nov. 12.1926
Dec. 2, .19.6
May 19.19,7

Jan. 23.1928

Jan. 51.1928

July 23.1928

Nov. 21.1928

Apr. -. 1930

June 26,19301
Nov. 21,19301

Westphaha United Electric Powel Corporation.
Germany.

hlamburg American Line ----------
City of Leipzig. Germany ($1,250,000 bonds sold"

in Europe).
State of Sao Paulo, Brazil .......................
City of Budapest. llungary, 6 months'credit. -
Hungarian Consolidated Municipalities ..........
Berlin Electric Elevated & Underground Itil-

ways Co. ($3.000,000 bonds sold in Europe).
Kingdom of Bulgaria (League of Nations loan).
Vereinigte Glanstoff-Fabriken A. G., Germany,

3-year loan.
Westphalia United Electzic Power Corporation,

Germany.
Greek Government ($2,000,000 bonds sold in

Europe) (League of Nations loan).
State of Sao Paulo, Brazil .......................

Kingdom of Bulgaria ($4.000.000 bonds sold in
Europe) (League of Nations loan).

State of Sao Paulo, Brazil ($5,000,000 bonds sold
in Europe).

Greek Government. i-year notes -----------------
Kingdom of Hungary, ]-year treasmy bills .....

81 and interact ............................

94. flat=93.98 and interest ..................
90 ilat-=9.42 and interest ...................

90 flat (90-day drafts drawn theieagainst).. -
631 per cent basis ----------------------------
89 flat=87.43 and interest ...................
903* flat=89% and interest .............-

87 and interest .............................
97 -------------------------------------------

88 and interest ------------------------------

86 flat=85.77 and interest ...................

92% fiat (90-day drafts drawn thereagainst)
=89.92 and interest.

92 and interest ------------------------------

90 flat=89.28 and interest ...................

99.73 filat=99.12 and interest ...............
5% per cent discount less three-fourths per

cent commission.

NoT.-We have omitted Habana Electric Railway Light & Power Co. and Habana Electric Railway Co. as these are domestic corporations. Total face amount issued,$276.20.000; of which there were placed abroad, $33,976,000; leaving amount placed in America, $242,274,000.
I Of the above, the following are short-term loans: $ .250.000 United Railways of Habana & Regla Warehouses (Ltd.) 1-year loan; S3,000,000 city of Berlin 7 per cent 2-year,loan.: 15.000.000 German State railway credit, 2-year cre jit (not used): $2.000,000 city of Budapest treasury bills 6 months 7,50.000 Greek Government 1-year treasury notes;$5,000,000 Kingdom of Hungary I-year treasury bills; total, $33.750,000.
3 Commission.
' Paid in installments.7 Includes $12.167,000 bonds of this loan, bearing 4 per cent interest, which were taken by the United States Government.* Equul to 0.6543 per cent on $276,250,000 face amount issued.
About 5 per cent default in interest of whole amount sold.

87% and Interest ----t-----
99.43 and iL-erest ---------
94% and interest . ........

96% and interest t........
g6 per cent basis -- ........

i and ntejest - .....
949 and interest ----------

92 and interest ------------
98 . 65------------

1 92 and interest .......

91 and interest ------------

94% and interest ----------

97 and interest ------------

96 and interest ............

9 9 .8 0 a n d i n t e r e s t . .. . . .. .
5$ per cent discount less

one-half per cent com-
mission.

e6

5.45
5.33
6%

6.07
5%
5
1.65
4%

& 23

4.58

5

6.72

.68

12,166,250. O0

11,679,600.00

131,978,327.00

17, ,3Z 750. 00

13,855,70(D 00

6 2330.000. 00

7.299,750.00
10,296 230.00

29Z 035,501. 00

ON,20.16

53,681.18
37,694.14

55,439.50
1,973.71

63,070.54
140,523.01

23. 958.12
19,781.96

121,390.13

123.607.57

51, 245. 76

48,000.00

130.140.4?

10.170.57
2,417.98

1,806,647.27
I
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FIVE MILLION DOLLAR KmINDOM OF IIUN'(;ARY I-YEAR DOLLAR TREASURtT
BILLS DUE NOVEMBER 21, 1931

To he discounted at 53 per cent.
£1,620,000 and Sw. Fs. 12,500,000 Kingdom of hungary treasury bills of the

same type have been taken as follows: £1,000,000 sterling bills in London by
Messrs. Baring Bros. & Co. (Ltd.), N. M. Rothschild & SoIs, and J. Henry
SchrO(der & Co.; £250,000 by Banca Commerciale Italiana; £200,(00 in Holland
by 'Messrs. Hope & Co.; £170,000 in Sweden by Stockholins Enskilda Bank;
and Sw. Fes. 12,500,000 Swiss franc bills in Switzerland by Cr(-dit Suisse.

The dollar treasury bills are in denominations of $10,000 and $25,000 and
multiples thereof, and are payable to bearer in New York at the office of Speyer
& Co., or at the head office of the National City Bank of New York, in United
States gold coin. without deduction for any present or fixture Hungarian taxes.

His Excellency the Royal Hungarian 'Minister of Finance has authorized the
following statement:

These treasury bills (aggregate amount issued equivalent to about $15,300,000)
are the direct obligation of the Royal Hungarian Government which covenants
that, if at any time while these bills are outstanding it shall issue any loan secured
by a lien upon any of its revenues pledged for the time being to secure the 7%
per cent state loan of 1924, it will secure these bills equally and ratably therewith.

The proceeds of these bills are to be used for productive purposes includ-
ing exl)enditures on rilways and highways and additional capital for credit
institutions.

The ordinary revenues of Hungary for each of the past seven years have ex.
ceeded expenditures; revenues for the fiscal year ended June 30, 1930, amounted
to $166,500,000, and were over nine and one-half times the estimated total
payments during the year for interest and amortization of the Government's
external and internal funded debt, including rel)arations and treaty charges.

All proceedings in connection with the issuance of the above bills are subject
to the approval of Messrs. Cadwalader, Wickersham & Taft, and associate
Hungarian counsel.

NOVEMBER 21, 1930.

SEVEN MILLION FIVE IIUNDARD THOUSAND DOLLARS GrREEK GOVERNMENT
1-YEAR 5%. PER CENT SECURED TREASURY GOLD NOTES, DATED MAY 6,
1931, DUE MAY 5, 1932

Price, 99 per cent to yield 5% per cent.
Principal and coupons (November 5, 1931 and May 5, 1932) payable in New

York at the office of Speyer & Co. in United States gold coin, without deduction
for any present or future Greek taxes. Denominations $10,000 and $25,000 and
multiples thereof. Callable, as a whole, for redemption at par and accrued
interest, at any time, on 30 days' previous notice.

His Excelleicy, G. Maris, 'Minister of Finance, has authorized the following
statement:

These $7,500,000 notes will be the direct obligation of the Greek Government
and will be se.uremd by a pledge of £2,679,750 ($13,041,003) principal amount of
bonds of the Greek Government 5 per cent loan of 191., die March 1, 1964,
heretofore unissued, the value of which, at the current price in London of bonds of
this loan (about 78 per cent), equals approximately S10,171,982, or 135 per (cat
of t Ie prinpal amount of these notes. The high and low quotations in London
of bonds of the 5 per cent loan of 1914, during the last three years, were 81%
and 701,4, respectively.

The 5 per cent loan of 1914 is secured by a charge, ranking prior to the charges
securing the 7 per cent refugee loan of 1924, the 8 per cent %-ater loan of 1925,
the 6 pvr cent stabilization and refugee loan of 1928, and the 6 per cent public-
works loans of 1928 and 1931, on revemes under the control of the International
Financial Commission, the receipts from which in 1930 after deducting prior
charge thereon (equal to ahout $6,900,000), were altout $33,350,000, or over
six and one-half ties the annual service requirements of the total authorized
amount of the 5 per (cnt loan of 1914.

All proceedings in c)unectiiuu \ ith tie issuance of the alove notes are subject
to the al)lrov:l of Messrs. Cadwalader, Wickershan & 'raft and associate Greek
CoIIIst'el.

MAY 1, 1931.
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SEVEN MILLION, Fzvr HUNDRED THOUSAND DOLLARS GREEK GOVERNMENT

I-YEAR 5% PER CENT SECURED TREASURY GOLD NOTES, Dun MAY 5, 1931

Price to yield 5% per cent. Accrued interest from May 6, 1930, to be added.
£ 1,500,000 Greek Government treasury bills of the same maturity and similarly

cured have been placed in England by Hambros Bank (Ltd.) and Erlangers (Ltd.).
Principal and coupons (November 5, 1930 and May 5, 1931) payable in New

York at the office of Speyer & Co. in United States gold coin, without deduction
for any present or future Greek taxes. Denominations $10,000 and $25,000 and
multiples thereof. Callable, as a whole, for redemption at par and accrued
interest, at any time, on 30 clays' previous notice.

His Excellency, G. Marts, Minister of Finance, has authorized the following
statement:

These $7,500,000 notes will be the direct obligation of the Greek Government
and will be secured by pledge of £2,679,750 ($13,041,003) principal amount of
bonds of the Greek Government 5 per cent loan of 1914, due March 1, 1964,
heretofore unissued, the value of which, at the current price in London of bonds
of this loan (about 78 per cent), equals approximately $10,171,982, or 135 per
cent of the principal amount of these notes.

The 5 per cent loan of 1914 is secured by a charge, ranking prior to the charges
securing the 7 per cent refugee loan of 1924, the 8 per cent water loan of 1925
and the 6 per cent stabilization and refugee loan of 1928, on revenues under the
control of the International Financial Commission, the receipts from which in
1929, after deducting prior charges thereon (equal to about $6,950,000), were
about $35,200,000, or about six and nine-tenths times the annual service require-
ments of the total authorized amount of the 5 per cent loan of 1914.

All proceedings in connection with the issuance of the above notes are subject
to the approval of Messrs. Cadwalader, Wickersham & Taft and associate Greek
counsel.

JUNE 26, 1930.

THIIRTY-FIVE MILLION DOLLARS STATE OF SAO PAULO (UNITED STATES OF
PRAZIL) 7 PElt CENT SECURED SINKING FUND GOLD BONDS COFFEE REALIZATION
LOAN 1930, DUE OCTOBER 1, 1910

Dated April 1, 1930, interest payable April I and October 1. Principal and
interest payable, without deduction for any present or future Brezilian taxes,
in New York in United States gold coin at the office of Spever & Ca. or of J.
Henry Schr6der Trust Co. or, at the option of the holder, in London, at the office
of J. Henry Schr6der & Co., in sterling, at the fixed rate of exchange of $4.8665
to the pound sterling, or at the offices of Lippmann, Rosenthal & Co. in AInster-
dais, Crdit Suisse in Zurich, Stockholns Enskilda Baink in Stockholm, and
banca Conmerciale Italiana in Milan, in local currencies at the current buying
rates for sight exchange on New York. Coupon bonds in denominations of $1,000
and $500, registerable as to principal.

Sinking fund, beginning July 1, 1930, sufficient to repay at least one-telth of
these bonds annually, to be applied to the semiannual redemption of bond
by lot at par, the first redemption to be on April 1. 1931. Sinking fund payments
m.,y be anticipated.

These $35,000,000 bonds are part of an international loan of an authorized
principal amount equivalent to £20,000,000 ($97,330,000). Of the balance
£ 10,000,000 sterling bonds are being offered simultaneously as follows: £8,000,000
bonds in London by Messrs. Baring Brothers & Co. (Ltd.), N. M. Rothschild &
Sons, and J. Henry Schr~der & Co.; and £500,000 bonds each in Amsterdam,
Stockholn, and Milan. £500,000 bonds are being placed privately in Zurich.
Banco do Estado do Sao Paulo has contracted to purchase the remainder of the
loan, equivalent to £2,807,973 ($13,665,000) principal amount.

His Excellency Dr. A. C. de Salles, jr., Secretary of Finance and of the Treasury,
has authorized the following statement in behalf of the Government of the State
of San Paulo; having beup transmitted by cable, it is subject to correction:

The government of the State of San Paulo, in order to dispose of the accumula-
tion within the State of large amounts of unsold coffee, and to prevent such accu-
inulation in the future, has adopted a new plan, to become operative July 1, 1930,
by which it undertakes to liquidate gradually tile present unsold coffee and to
place future crops on the market currently. The government has agreed that
it will not, directly or indirectly, accumulate any coffee during the life of this
loan except, in agreement with the bankers, as further security for the loan.
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Purpose: Under this plan the liquidation of the accumulated unsold coffee
In the State on July 1, 1930, which is expected to amount to approximately
16,500,000 bags, is to be financed through the issuance of an international loan
of an authorized principal amount equivalent to £20,000,000 ($97,330,000).
The proceeds of the $35,000,000 bonds and £10,000,000 bonds, now being issued,
are to be used to finance approximately 14,000,000 bags as follows: £4,500,000
($21,899,250) will be applied toward the purchase by the Government, prior to
June 1, 1931, of 3,000,000 bags of coffee, and approximately £11,000,000 ($53,..
531,500) will be used in refunding existing advances of £1 per bag on about
11,000,000 bags of coffee. The remainder of the unsold coffee on July 1, 1930,
estimated to be approximately 2,500,000 bags, will be financed by advances
thereon of £1 per bag with the proceeds of the £2,807,973 ($13,665,000) principal
amount of bonds which Banco do Estado de Sao Paulo has contracted to pur.
chase. Should the above remainder not amount to 2,500,000 bags, the reserved
bonds will be sold only to the extent necessary and any surplus bonds will be
canceled.

Coffee security: The loan will be the direct obligation of' the Government of
the State of Sao Paulo and will be specifically secured by pledge, to the extent
of 50 shillings ($12.166) per bag, of the above 3,000,000 bags of coffee to be pur.
chased by the Government, and by pledge, to the extent of £1 ($4.8665) per
bag, of the approximately 13,500,000 other bags of coffee referred to above.
The value of the total 16,500,000 bags at current Santos prices equals about
$198,000,000. Should the unsold coffee not amount to approximately 16,500,000
bags on July 1, 1930, the principal amount of the loan will be correspondingly
reduced. The pledged coffee will be deposited in warehouses in the port of
Santos or in other parts of the State of Sao Paulo. Documents of title for the
pledged coffee will be deposited with Banco do Estado de Sao Paulo in trust for
the bankers' representatives in the State of Sao Paulo. Documents of title
for newer coffee of at least equal quality may be substituted at any time for
documents then on deposit.

The Government has agreed that, beginning July 1, 1930, the pledged coffee
is to be liquidated at the rate of 1,650,000 bags in each year, and from the pro-
ceeds thereof £2,000,000 ($9,733,000) will be applied to the redemption of bonds,
and £100,000 ($486,650) will be placed in a reserve account. Any deficiency
in the proceeds will be made up by the Government and the Government may,
in agreement with the bankers, anticipate in whole or in part these annual
liquidations and redemptions.

Pledged revenue: The interest on the loan will be secured by a first charge
on the receipts from a new tax on all coffee transported from any point within
the State for export, to be levied initially at the rate of 3 shillings ($0.73) per
bag and thereafter at rates decreasing as the outstanding amount of the loan is
reduced. The receipts from this tax, based on the minimum quantities of coffee
which the Government has agreed to have transported to the port of Sontos,
together with available amounts in the above-mentioned reserve account, are
estimated to exceed in each year the interest requirements on the amount of the
loan then outstanding.

Marketing of coffee: The Government has agreed that, during the life of this
loan, the minimum quantity of coffee to be placed on the market in each month
thereof shall be equal to the following: (1) In the year July 1, 1930, to June 30,
1931, to one twenty-fourth of the aggregate of the coffee crop of said year plus the
estimate of the aggregate of the coffee crop for the succeeding year, which shall
include 137,500 bags of pledged coffee (1,650,000 bags of pledged coffee per
annum) as above stated; (2) In each year thereafter, to one twenty-fourth of
the aggregate of the coffee crop for that year plus the estimate of the aggregate
of the coffee crop for the succeeding year, plus 137,500 bags of pledged coffee
kl,6 0,000 bags of pledged coffee per annum) referred to above. In every year
beginning July 1, 1930, the Government undertakes that such minimum quantities
shall aggregate at least 10,000,000 bags per annum, any deficiencies being made
up with additional pledged coffee, the liquidation of which uill accelerate the
redemption of bonds. The Government may make new advances on coffee
from the proceeds of liquidation of pledged coffee in excess of 4,950,000 bags in
any year. The Government has further agreed that the stock of coffee in Santos
for sale shall be at all times a minimum of 1,000,000 bags and that no coffee
Inferior to No. 8 Santos quality is to be exported from the states.

Debt: The external funded debt of the State, including this loan, amounts to
about $203,000,000. The State in effect guarantees loans amounting to about
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$47,000,000. The internal funded debt, as of December 31, 1929, amounted to
about $41,000,000.

State revenues: The total revenues of the State for 1929 are estimated at about
$55,000,000, or about four and one-half times the requirements during tile year
for interest and sinking funds of the State's funded debt, both external and
internal.

General: Sao Paulo, the principal agricultural and industrial State of Brazil, has
about 6,000,000 inhabitants, chiefly of European extraction, and occupies an
area of over 112,000 square miles, or about the area of the State of New York
and the New England Stites combined. Over one-half of the world production
of coffee is grown in the State. During the past ten years (ending June 30, 1930),
Sao Paulo coffee crops have averaged 11,100,000 bags per annum and exports of
coffee have averaged 9,350,000 bags per annum. Other leading agricultural
products include cotton, tobacco, and sugar. Cattle raising and meat packing
are important industries and rapid progress has been made in textile and other
industries. Sao Paulo is served by over 4,800 miles of railroads, of which about
1,400 miles are owned by the State.

Conversions from milreis into dollars have been made at the rate of 11.7 cents
per milreis, approximately the current rate of exchange. Other currencies have
been converted at par of exchange. One bag of coffee contains 132 pounds.

Application will be made to list these bonds on the New York Stock Exchange,
All proceedings in connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Curtis, Mallet-Prevost, Colt & Mosle.
We offer the above bonds for subscription, if, as, and when Issued and received

by us, at 96 per cent and accrued interest, to yield to maturity 7.56 per cent.
(average yield, based on minimum retirement through sinking fund, 7.92 per
cent).

We reserve the right to close the subscription at any time without notice, to
reject any application, and to allot a smaller amount than applied for. Amounts
due on allotment will be payable at the office of Speyer & Co., 24 and 26 Pine
Street, in New York funds, on or about May 8, 1930, as called for, against delivery
of interim receipts exchangeable for definitive bonds when ready.

SPEYER & Co. CONTINENTAL ALLINOi Co.
J. HENRY SCHIRODERt BANKING (INC.).

CORPORATION. E. 1I. ROLLINS & SONS.
THE NATIONAL CITY CO. BLYTHt & CO. (INC.).
BANCAMERICA-BLAIR CORPORA- G. L. OHRsTROM & Co. (INC.).

TION. OTIS & Co.
DILLON, READ & Co. DOMINION SECURITIES CORPORA-
LADENBURG, THALMANN & CO. TION.

APRIL, 1930.

THIRTEEN MILLION DOLLARS KINGDOM OF BULGARIA 7,1 PER CENT STABILIZA.
TION LOAN, 1928, 40-YEAR SECURED SINKING FUND GOLD BONDS (PART OF
INTERNATIONAL STABILIZATION LOAN OF 1928)

Authorized anid approved by the Council of the League of Nations.
Dated November 15, 1928, due November 15, 1968. Interest payable May 15

and November 15. Principal and interest payable in New York'at the office
of Speyer & Co. or of J. Henry Schroder Bauking Corporation, in United States
gold coin, without deduction for any Bulgarian taxes, present or future. Prin-
cipal and interest will also be collectible, at the option of the holder, in Belgian
francs in Brussels, in lire in Milan and in Swiss francs in Zurich, at the banking
houses referred to below, at the current buying rates for sight exchange on New
York. Coupon bonds in denominations of'$1,000 and $500.

Cumulative sinking fund sufficient to repay all of these bonds at or before
natturity, to be applied to the semi-annual redemption of bonds by lot at par,
the first redemption to be on November 15, 1929.

Not subject to call before November 15, 1938, except for sinking fund. The
Government reserves the right to repay at par on that date, or on any interest
date thereafter, all or any part of the bonds then outstanding, upon six months'
previous notice.
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Four million dollar bonds of the , lve issue have been withdrawn for sale as
follows: $1,000,000 ill Belgium by Banque Beige pour l'Etranger, Brussels,
$1,500,000 in Italy by Banca Commerciale Italiana, Milan, and $1,500,000 in
Switzerland by Credit Suisse, Zurich.

These $13,000,000 bonds are part of an international loan, limited (as author-
ized by the council of the League of 'Nations) to yield to the Government a net
amount equivalent to £5,000,000 sterling- the balance of this loan is being offered
as follows: £1,500,000 sterling bonds in London by the Ottoman Bank J. Henry
Schroder & Co. and Stern Bros.; £200,000 in Amsterdam by Hope I Co. and
Banque do Paris et des Pays-Bas; £100,000 in Prague by Zivnostenskd Banka v
Praze on behalf of a Czechoslovakian banking syndicate, and Fes. 130,000,000
bonds in Paris by Banque de Paris et des Pays-Bas, Banque do l'Union Parisicnne,
Comptoir National d Escompte do Paris, Crddit Lyonnais, Credit Mobilier
Frangais and Soci t6 Gdn6rale pour Favoriser le D6veloppement du Commerce
et de l'Industrie en France.

His Excellency Wladimir Molloff, Minister of Finance, has authorized the
following statement in behalf of the Bulgarian Government; having been trans.
mitted by cable, it is subject to correction:

The loan is issued pursuant to the Geneva protocol of March 10, 1928, %s
amended September 8, approved by the council of the League of Nations by
resolutions of March 10, June 9, and September 17, 1928, ratified by acts of the
Bulgarian Parlitiment of April 13 and September 27, 1928, and pursuant to an
act of the parliament of November 15, 1928, approving the loan contract. the
amount of the loan is limited to $13,000,000 dollar bonds, £1,S00,000 sterling
bonds, and French francs 130,000,000 bonds.

The loan will be the direct obligation of the Bulgarian Government mid will
be secured by a first charge on all receipts from the import, exports, and other
customs duties. The receipts from these revenues for the two years ended March
31, 1928, and the estimated amount for the current fiscal year, are approximately
as follows:
Fiscal year ending Mar. 31-

1927 --------------------------------------------------- $8, 753, 000
1928 --------------------------------------------------- 9, 282, 000
1929 --------------------------------------------------- 9,021,000

or, fcr each year, over four times the annual interest and sinking fund on the
entire loan.

By rcaolution of September 24, 1928, the Inter-Allied Commission (established
under the treaty of Neuilly) released the customs revenues from the first charge
for reparations and costs of occupation and the general charge for treaty
obligations.

If at any time the receipts from the above revenues should fall below 150 per
cent of the annual service requirements of the loan, the Inter-Allied Commission
has agreed to release, at the request of the council of the League of Nations, from
the above general charge additional revenues sufficient to insure total revenues
equal to at least 150 per cent of the service requirements; and the additional
revenues so released shall be forthwith assigned to the service of the loan.

The pledged revenues will be paid as collected into a special account (with the
National Bank of Bulgaria), to be controlled by a commissioner appointed by
the council of the League and, after the termination of his functions, by the
trustees for the bondholders to be appointed by the council of the League.' The
sum required for time service of the loan will 1e remitted to the fiscal agents in
monthly installments for the account of the triistees.

Front the proceeds of the loan approximately $7,300,000 will be paid to the
National Bank of Bulgaria for stabilizing the currency and approximately
$3,163,000 to the Agricultural Bank and to the Central'Cooperative Bank for
additional working capital; the balance will be expended under the direct control
of the commissioner, approximately as follows: $6,083,000 for the improvement
of roads, railways, and ports; $2,433,000 for reconstruction work necessitated by
the earthquakes of last spring; and $5,353,000 for the payment of floating debt
in order that time revenues of the State may be used to maintain a balanced
budget.

The currency, which has been subject to only small fluctuations during the past
five years, will be stabilized in relation to gold by law.

For time year ended March 31, 1928, revenues were about $50,290,000, and
the surplhs over expenditures was about $435,000.
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Bulgaria, with an area of about 40,000 square miles, has over 5,000,000 inhabo

itants, or a larger population than Denmark, Finland, Norway, or Switzerland.
The country is mainly agricultural, and exports considerable quantities of tobacco,
cereals, and other farm products.

External loans of Bulgaria were sold before the war in England and leading
countries of continental Europe; the 42 per cent bonds of 1907 and 1909 (the
last pre-war loans) were marketed on a 5 per cent basis.

Conversions have been made at 138 leva to the dollar and at par of exchange
for other currencies.

Application will be made to list these bonds ol the New York Stock Exchange.
For further information reference is made to the accompanying letter dated

November 16, 1928, from ilis Excellency WVladimir Molloff, Minister of Finance
of the Kingdom of Bulgaria. All proceedings in connection with the issuance of
the above bonds are subject to the approval of our counsel, Messrs. Cadwalader,
Wickersham & Taft and associate Bulgarian counsel.

We offer the above bonds for subscription, if, as and when issued and received
by us, at 97 per cent and accrued interest, to yield to maturity 7% per cent.

We reserve the right to close the subscription at any time without notice and
to reject any application or to allot a smaller amount than applied for. Amounts
due on allotment will be payable at the office of Spever & Co., 24-26 Pine
Street, in New York funds, ;n or about December 3, 1928, as called for, against
delivery of interim receipts exchangeable for definitive bonds when ready.

NovEMnER 21, 1928.

The following letter, having been transmitted by cable, is subject to correction:

SEVEN AND ONE-HALF PER CENT STABILIZATION LOAN, 1929, AUTLIOIIZED AND
APPROVED BY THE COUNCIL OF THE LEAGUE OF NATIONS

KINGDOM OF BULGARIA,
November 16, 1928.

Speyer & Co., J. Henry Sehroder Banking Corporati a, New York; Banque
Beige pour l'Etranger, Brussels; Banca Commerciale Italiana, Milan; Credit
Suisse, Zurich; Ottoman Bank, J. Henry Schri,der & Co., Stern Bros., London;
tivnostenskil Banka v Praze, Prague; Hope & Co., Banque do Paris et des
Pays-Bas, Amsterdam; Banque de Paris et des Pays-Bas, Banque do l'Union
Parisienne, Comptoir National d'Escompte do Paris, Crddit Lyonnais, Cr6dit
Mobilier Frangais, Socift6 G6n6rale pour Favoriser le D6veloppement du
Commerce et do l'Industrie en France, Paris
GENTLEMEN: I have pleasure in giving you below the following information

regarding the Kingdom of Bulgaria 7.1 per cent stabilization loan, 1928.
A delegation of the financial committee of the League of Nations consisting of

Sir Otto Niemeyer, G. B. E., K. C. B. (chairman), M. Alberti, M. le Comte de
Calendar, M. Janssen, and Doctor Pospisil visited Sofia recently to investigate
plan for the financial reconstruction of Bulgaria through the issue of a foreign
loans.

A protocol summarizing the scheme for this loan was prepared by the financial
committee and was approved by the Council of the League of Nations and
immediately signed on behalf of Bulgaria after a definite agreement oin all ales-
tions, including the transformation of the Bulgarian National Bank, had been
reached in March, 1928.

Previous to this agreement the customs revenues, which were to be allocated
as security for the new loan, were subject to two charges: (a) Under Article 132
of the Peace Treaty of Neuilly reparations payments and other treaty obligations
were secured by a general charge on all Bulgariati state assets and revenueL;
(b) By two protocols signed at Sofia on March 21, 1923, and March 28, 1924,
respectively, it was agreed between the Bulgarian Government and the inter-
allied commission that reparations payments and costs of occupation should be
secured by a specific charge on the customs.

In order that the security for the new loan should be a first charge on these
customs revenues, it was necessary that they should be released from the above-
mentioned existing charges. This object was accomplished by a resolution of
the interallied commission of September 24, 1928, excepting in favor of the loan
the customs duties and, If necessary, other revenues from the general charge for
reparations and other t'eatv obligations; moreover by the same resolution the
specific charge on the eustoins for reparatiors and costs of occupation was sub-
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ordinatod to the new loan and the necessary approval of the reparation com.
mission was given on October 0, 1928.

The Disconto Gesellhehaft, Berlin, which had made a contested claim to a charge
on the customs, has subordinated in favor of the new loan any charge which it
may have.

PURPOSES

The amount of the loan authorized by the Council of the League of Nations is
£5,000,000 ($24,332,500) net, mainly for the purpose of enabling the Government
to stabilize the currency, more than halt of the loan being earmarked to reinforce
the bank of issue and to pay off budget arrears.

The proceeds of the loan will be allocated approximately as follows:

Amount Equivalent Amount Equivalent
(pound) In dollars (pound) in dollars

National Bank ........... 1,500,0001 7,299,750 Means oflcomnmunication. 1, 250,000 6,083,125
Agclua Bak%...5000 2433,250 Earthquake expenditure 500,000D 2,433,210

CnalCooperative Bank 150,0001 729,975
Budget arrears .......... 11,000 5,353,160 Tota ........... .5000,000 24,832,80

Firstly, the Bulgarian National Bank will be repaid a considerable part of its
advances made to the state, or to the Agricultural and Central Cooperative
Banks (state banks), or made under the guaranty of the state.

Secondly, new working capital will be provided for the Agricultural Bank and
for the Central Cooperative Bank, thus rendering these institutions sufficiently
liquid.

Thirdly, the budget arrears amounting to £1,100,000 ($5,353,150) as estab-
lished In the report of the financial committee will be paid off. The Govern.
ment has undertaken to carry out any reforms necessary to attain equilibrium of
the budget.

Quarterly reports will be made by the Bulgarian Government on its financial
situation to the Council of the League of Nations for a period of five years.

Fourthly, £1,250,000 ($6,083,125) will be expended on communications in
accordance with the detailed proposals of Monsieur Regnoul, which received the
general approval of the Council of the League on June 8, 1928. This sum will be
divided as follows:

Railways: Lev&
Upkeep ------------------------------------------------ 239, 233, 000
Improvements ----------------------------------------- 329, 255,000
Construction of new lines ------------------------------- 72, 312, 000

Total ----------------------------------------------- 640, 800,000
Ports ----------------------- :.---------------------------- 31, 500,000
toads ---------------------------------------------------- 172, 700, 000

Total ----------------------------------------------- 845,000,000
or about $6,083,125.

The commissioner, Charron, appointed by the Council of the League of Nations,
will supervise expenditure under this heading.

Fifthly, £500,000 ($2,433,250) is to be devoted to repairing damage caused by
the recent earthquake, subject to the approval of the commissioner.

Transfers may be made on the authority of the financial committee of the
League of Nations from one heading to another if any part of the above appro-
priations to the last three items remains unexpended.

The statutes of the bank have been amended in accordance with the recom-
mendations of the financial committee of the League of Nations and Monsieur
Charron has been appointed the technical adviser at the bank on the nomina-
tion of the Council of the League.

The Bulgarian Government has undertaken to protect the independence of the
Bulgarian National Bank from any political influence whatsoever and has under-
taken to effect the transformation of the bank into an independent corporation
with a private capital at a date to be fixed by agreement between the Council
of the League of Nations and the Bulgarian Government.

r I
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Stabilization of the Bulgarian currency on a gold basis will be carried out as
soon as the loan is issued and all restrictions on the foreign exchange market will
be removed six months later, or within such further period as may be approved
by the adviser to the Bulgarian National Bank.

SECURITY

The loan is secured by a first charge on the customs duties, the yield on which
for the financial years 1926-27, 1927-28, and the estimated yield for 1928-29
are as follows:

Results(000,000 omitted) Estimated
(00,000

omitted)
1920-27 1927-28 1928-29

Lero Leva Leva
Import duties, etc .................................................. 973 1,087 1,050
Export duties, ctc ------------------------------------------------- 138 108 105
Ad valorem taxes ................................................... 23 19 20
Bonding, statistical, sealing charges, and other customs charges.... 74 67 70

Total ......................................................... 1,208 1,281 1,245

Equal, at 138 leva to the dollar, to Rpproximately .............. $8,73,000 $9,282,000 $9,021,000

The yield of these duties is sufficient to cover the service of the stabilization
loan over four times.

If at any time the total yield of the above-mentioned revenues should fall
below 150 per cent of the annual sum required to meet the service of the loan,
the interallied commission, established under article 130 of the treaty of Neuilly,
has undertaken to release at the request of the Council of the League from the
charge laid down in article 132 of the said treaty, south additional revenues as
may be sufficient to assure the Immediate restoration of the yield to the above
percentage and such additional revenues so released shall be forthwith assigned
to the service of the loan.

The Bulgarian Government has undertaken that the proceeds of the loan
shall be applied only for the purposes specified In and in strict accordance with
the terms of the protocol, and further that all moneys received from the Issuing
houses shall be paid into such accounts as may be requested by the Bulgarian
Government with the consent of the commissioner appointed by the Council
of the League of Nations.

I remain, gentlemen, yours very truly, VLADIMIR MOLLOFF,

Minister of Finance.

STATE OF SAO PAULO (UNITED STATES OF BRAZIL)

FIFTEEN MILLION DOLLARS 40-YEAR 6 PER CENT SINKING FUND GOLD BONDS,
EXTERNAL DOLLAR LOAN OF 1928

Messrs. Baring Brothers & Co. (Ltd.), N. M. Rothschild & Sons, and J. Henry
Schrdder & Co. have purchased a sterling loan of £3,500,000 (the terms of which
are substantially identical with those of this loan) which is being offered on July
24 1928, in London and on the continent.

bated July 1, 1928, due July 1, 1968, Interest payable January 1 and July 1..
Principal andinterest payable, without deduction for any present or future Brazil-
ian taxes in New York in United States gold coin at the office of Speyer & Co.
or of J. henry Schr6der Banking Corporation or, at the option of the holder, In
London in sterling at the fixed rate of exchange of $4.8665 to the pound sterling.
Coupon bonds In denominations of $1,000 and $500, registerable as to principal.

Cumulative sinking fund sufficient to repay all of these bonds at or before
maturity, to be applied to tie semiannual redemption of bonds by lot at par the
first redemption to be on January 1, 1929. Not subject to call before July 1,
1938, except for sinking fund. Callable as a whole for redemption at 102 per cent,
on that date, or on any interest date thereafter, upon six months' previous notice.
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The follow ing information has been received from Dr. Mario Rolim Telles,
Secretary of Finance and of the Treasury of the State of Sao Paulo; having been
transmitted by cable, it is subject to correction:

These bonds will be the direct and unconditional obligation of the State of
Sao Paulo, which covenants that, if in the future it shall issue or guarantee any
loan secured by a lien or charge on any of its revenues or assets, either (1) it will,
prior thereto, secure par passu this loan and the £3,500,000 sterling loan issued
simultaneously herewith by a lien or charge on revenues or assets approved by
Speyer & Co. and J. Henry Schroder & Co., or (2) in lieu thereof, this loan and
the sterling loan shall, without further action by the State, be secured part passu
by a prior lien or charge on the same revenues and assets given as security for
every such future loan or guaranty.

The proceeds of this loan are to be used for additions, betterments, and exten.
sions to the water supply and sewerage systems of the city erf Sao Paulo and for
extension of the Sorocabana Railway from Mayrink to the port of Santos.

The external funded debt of the State, including this loan and the sterling loan,
amounts to about $112,000,000, equal to about $19 per capita. In addition, the
State in effect guarantees loans amounting to about $85,000,000. The internal
funded debt, as of December 31, 1927, amounted to about $42,000,000.

The total revenues of the State for 1927 were about $50,600,000, or about five
and one-half times the annual service requirements of the State's funded debt,
external and Internal, including this loan and the sterling loan.

Sao Paulo, the principal agricultural and industrial State of Brazil, has about
6,000,000 inhabitants, chiefly of European extraction, and occupies an area of
over 112,000 square miles, or about the area of the State of New York and the
New England States combined. Over one-half of the world production of coffee
is grown in the State. The value of the coffee exported in 1927 was about
$224,000,000. Other leading agricultural products include cotton, tobacco, and
sugar. Cattle raising and meat packing are important industries and rapid
progress has been made in textile and other industries. Sao Paulo is served by
over 4,800 miles of railroads, of which about 1,400 miles are owned by the State.

The State's foreign trade is more than one-third of that of the United States
of Brazil. The exports and imports in 1927 amounted to about $233,000,000 and
$154,000,000 respectively. Exports to the United States were valued at over
$145,000,000, the chief item of which was coffee. The wealth of the State,
public and private, is estimated at over $4,000,000,000.

Conversions from milreis into dollars have been made at the rate of 12 cents
er milreis, approximately the current rate of exchange. Other currencies have
cen converted at par of exchange.
Application will be made to list these bonds on the New York Stock Exchange.
All proceedings in connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Curtis, Mallet-Prevost, Colt & Mosle.
We offer the above bonds for subscription, if, as, and when issued and received

by us, at 944 per cent and accrued interest, to yield over 63 per cent.
We reserve the right to close the subscription at any time without notice,

to reject any application and to allot a smaller amount than applied for. Amounts
due on allotment will be payable at the office of Speyer & Co., 24 and 26 Pine
Street, in New York funds,"on or about August 7, 1928, as called for, against
delivery of interim receipts exchangeable for definitive bonds when ready.

SPEYER & Co.,
J. HENRY SCII'Rf.DER BANKING CORPORATION,
E. H. ROLLINS & SOx.'S,
BLYTH, WINTER & Co.,
BLAIR & Co. (INC.),
LADENBURO, THALMANN & Co.,
THE EQUITABLE TRUST Co. OF NEW YORK.

JULY 23, 1928.
GREEK GOVERNMENT

SEVENTEEN MILLION DOLLARS 40-YEAR 6 PER CENT SECURED SINKING FUND GOLD
BONDS (PART OF THE STABILIZATION AND REFUGEE LOAN OF 1928) APPROVED BY
THE COUNCIL OF THE LEAGUE OF NATIONS

$2,000,000 bonds of the above issue have been withdrawn for sale in Switzer-
land,
, Dated February .1, 1928, due February 1, 1968, interest payable February 1

and August 1. Principal and irkterest payable in New York, at the office of
Speyer & Co., or at the head office of The National City Bank of New York, in
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United States gold coin of, or equal to, the present standard of weight and
fineness, without deduction for any present or future Greek taxes. Principal
and interest will also be collectible, at the option of the holder, in Switzerland at
the office of Credit Suisse, Zurich in Swiss Francs at its current buying rate for
sight exchange on New York. Coupon bonds in denominations of $1,000 and
$500.

Cumulative sinking fund, sufficient to repay all of these bonds at or before
maturity, to be applied to the semiannual redemption of bonds by lot at par,
the first redemption to be on February 1, 1929.

Not subject to call before August 1, 1938, except for sinking fund. The Gov-
ermnnt reserves the right to repay at par, on that date, or on any interest date
thereafter, all or any part of the bonds then outstanding, upon three months' previ-
ous notice.

Under the terms of an agreement already approved by the Greek Parliament
and recommended by the State and Treasury Departments of the United States,
which is to be submitted to Congress for its authorization, the United States
Government is to advance to Greece $12,167,000, to bear interest at the rate of
4 per cent per annum and to be repaid through a sinking fund within 20 years.
This advance will be equally secured with the above $17,000,000 6 per cent
dollar bonds and £4,070,960 6 per cent sterling bonds (equal at par of exchange
to $19,811,327) by a charge, subject to existing charges and ranking in priority
to any future charge, on revenues under the control of the International Fianciail
Comm~uission. This advance (if authorized) will be turned over in its entirety to
the Refugee Settlement Commission for its refugee settlement work and accord-
ingly will reduce the total amount authorized to be raised by the Greek Gov-
ern inent under the League of Nations. If not, a further portion of this loan
equal to an effective sum of $12,167,000 will have to be raised, in addition to the
above bonds, to constitute the total amount of this loan.

£3,370,960 bonds are being offered in London by Hambros Bank Limited and
Erlangers and £700,000 bonds in Italy and Sweden.

M. Demetrius Caclamanos, Envoy Extraordinary and Minister Plenipotentiary
of Greece in Great Britain, and M. Emanuel Tsouderos, Deputy Governor of
National Bank of Greece, have authorized the following statement on behalf of
the Greek Government.

The loan is issued pursuant to the Geneva protocol signed September 15,
1927, and approved by the council of the League of Nations by resolution of the
same date and ratified by the decree of law of the Greek Repuiblic on November
10, 1927, and signed by the president of the republic and ratified by the Greek
Parliament and published in the Official Gazette on December 7,'1927. The
amount of the loan is limited to these $17,00,000 6 per cent dollar bonds,
£4,070,960 6 per cent sterling bonds, and the advance of $12,167,001) from the
United States Government, if authorized by Congress (or in place thereof bonds
which mnpay be sold to others to yield the equivalent amoanot).

The loan will he the direct obligation of the Greek Government and will be
secured bv a charge, subject to existing charges and ranking in priority to any
future charge, on revenues under the control of the International Financial
Commission, including receipts front the stdt, match, and other monopolies and
from customs, tobacco, stamp, and alcohol duties. The receipts from these
revenues for the year 1927 were $49,526,507; after deducting the nmaxinum
animal prior charges, the surplus is $28,638,092, or more thn eight and onc-hati
tinies the annual interest and sinking fund requirements of the entire lo..ii.

The International Fiiiancial Conmission, referred to above, was formed in
1898 to control the collection of and to administer the revenues assigned to the
service of certain Greek Governmtent loans. The nenibers of the commissien
are representatives of the Govermnents of Great Britain, France, and Italy.
The commission has accepted an irrevocable mandate of the Greek Government
to assure the payment, from the revenues pledged for this loan, of the interest
and sinking fund requirements.

Since 1898, during which time the country has passed through two Balkan
wars and the Great E'uropean War, Greece has consistently maintained the
service of the external debt.

The proceeds of the loan will be applied for stabilizing the currency, for paying
floating debt in order that the revenues of the State may be used to maintain a
balanced budget, and for continuing the work of the refugee settlement com-
mission.

Greek currency has been subject to relatively small fluctuations in the past
year and the protocol provides for its legal stabilization in relation to gold within
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six months. A new bank of Greece Is to be established, which will be the only
bank of issue, and it is planned that, on commencing business, its reserves in gold
and gold exchange will be equal to about 50 per cent of the note circulation and
other demand liabilities; the legal reserve requirements will be 40 per cent.

It is expected that the Government revenues and expenditures for the fiscal
year ending March 31, 1928, will balance.

The refugee settlement commission was established in 1923 with the approval
of the League of Nations and the council of the league supervises the operations
of the commission and appoints two members, one of them an American citizen
to serve as chairman. The commission has expended about $50,000,000 to
establish In agriculture and industry Greeks who were obliged to leave other
countries as a result of the war and subsequent treaties. The Government
provided land for settlement and a large number of houses. The refugees, who
number about 1,500,000, have added materially to the production of tobacco,
cereals, and other crops and to the development of industry, particularly the
manufacture of rugs and other textiles.

Greece, with an area of about 49,900 square miles, has about 7,000,000 inhabit.
tants. The country is mainly agricultural but Industry has made substantial
progress. Greece has a merchant marine of about 1,000,000 tons.

Greece funded its war debt to Great Britain in 1927 and the Greek Parliament
has adopted a plan for funding such debt to the United States, which, together
with the advance referred to above, is to be recommended to the United States
Congress for its authorization.

All conversions have been made at 1.30 cents per drachma and, except as
otherwise stated. at $4.875 per pound sterling.

Application will be made to list these bonds on the New York Stock Exchange.
For further information reference is made to the accompanying letter dated
January 30, 1928, from M. Demetrius Caclamanos, envoy extraordinary and
minister plenipotentiary of Greece in Great Britain, and M.'Emanuel Tsouderos,
deputy governor of National Bank of Greece. All proceedings in connection with
the Issuance of the above bonds are subject to the approval of our counsel,
Messrs. Cadwalader, Wickersham & Taft, and associate Greek counsel. The
above statements are subject to correction for cable errors.

We offer the above bonds for subscription, if, as and when issued and received
by us, at 91 per cent and accrued interest, to yield about 6.65 per cent.

We reserve the right to close the subscription at any time without notice, to
reject any application and to allot a smaller amount than applied for. Amounts
due on allotment will be payable at the office of Speyer & Co., 24 and 26 Pine
Street, in New York funds, on or about February 15, 1928, as called for, against
delivery of interim receipts exchangeable for definitive bonds when ready.

SPEYER & Co.
THE NATIONAL CITY CO.

JANUARY 31, 1928.

The following letter Is subject to correction for cable errors.

STABILIZATION AND REFUGEE LOAN O 1928 APPROVED BY THE COUNCIL OF THE
LEAGUE OF NATIONS

GREEK GOVERNMENT,
London, January 80, 1998.

Messrs. SPRYER & Co., and the NATIONAL CITY Co.,
New York.

GENTLEMEN: With regard to the Greek Government stabilization and refugee
loan of 1928, of which you have contracted to purchase $17,000,000 40-year
6 per cent secured sinking fund gold bonds and of which £4,070,960 6 per cent
sterling bonds (equal at par of exchange to $19,811,327) are to be offered in
London and on the Continent, we beg to give you the following information:

The loan is issued pursuant to the Geneva Protocol signed September 15, 1927,
and approved by the council of the League of Nations by resolution of the same
date and ratified by the decree law of the Greek Republic on November 10, 1927
and signed by the President of the Republic and ratified by the Greek Parliament
and published in the Official Gazette on December 7, 1927. The amount of the
loan is limited to these $17,000,000 6 per cent dollar bonds, £4,070,969 6 per cent
sterling bonds and, the advance, referred to below, of $12,167,000 from the
United States Government, If authorized by Congress. This advance (if author-

I
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ized) will be turned over in its entirety to the Refugee Settlement Commission
for its refugee settlement work and accordingly will reduce the total amount
authorized to be raised by the Greek Government under the League of Nations.
If not, a further portion of this loan equal to an effective sum of $12,167,000 will
have to be raised, in addition to the above bonds, to constitute the total amount
of this loan.

Under the terms of an agreement already approved by the Greek Parliament
and recommended by the State and Treasury Departments of the United States
which is to be submitted to Congress for its authorization, the United States
Government is to advance to Greece $12,167,000, to bear interest at the rate of
4 per cent per annum and to be repaid through a sinking fund within 20 years.
This advance will be equally secured with the above $17,000,000 6 per cent
dollar bonds and £4,070,960 6 per cent sterling bonds by a charge, subject to
existing charges and ranking in priority to any future charge, on revenues under
the control of the International Financial Commission.

The 1(an will be the direct obligation of the Greek Govrenment. The revenues
pledged as security for the loan include the salt, match, and other monopolies
and customs, tobacco, stamp and alcohol duties. The receipts from these
revenues for the year 1927 and the maximum annual charges ranking in priority
to the service of this loan are as follows:

Draehmaoi Eqtivalentin dollars

Receipts from revenues under control of International Financial Commission,
after deducting expenses of collection ...................................... 3. 809, 731,336 $49,526, 507

Maximum annual service requirements of loans ranking in priority to this
loan ..................................................................... 1,60W0 ,01,164 20888, 415

Surplus I ............................................. 2,202,930,172 28, 638, 092

I This amount includes about $1002,500 for service of the water loan of 1925, for which there are pledged
water receipts and special taxes, which it is expected will ultimately cover the entire service requirements,
£345,000 (approximately $1,681,875) for the service of the unissued portion of the 5 per cent loan of 1914
and 150,000,000 drachmae (approximately $1,950,000) for the service of the share In the Ottoman debt allotted
to Greece.

' Subject to a single payment of £500,000 (approximately $2,437,500) in accordance with the Grcco-Turkiab
convention on the exchange of populations.

The above surplus is equal to more than eight and one-half times the annual
interest and sinking fund requirements (about $3,350,000) of this loan, and such
surplus for 1928 is estimated at about ten times these service requirements.

The International Financial Commission, referred to above, was formed in
1898 to control the collection of and to administer the revenues assigned to the
service of certain Greek Government loans. The members of the commission
are representatives of the Governments of Great Britain, France, and Italy.
The commission has accepted an irrevocable mandate of the Greek Government
to assure the payment, from the revenues pledged for this loan, of the interest and
sinking fund requirements.

Since 1898, during which time the country has passed through two Balkan wars
and the great European war, Greece has consistently maintained the service of
the external debt.

The proceeds of the loan will be applied for stabilizing the currency, for paying
floating debt in order that the revenues of the State may be used to maintain a
balanced budget, and for continuing the work of the Refugee Settlement Commis.
sion.

Greek currency has been subject to relatively small fluctuations in the past year.
A new and independent bank, to be called the Bank of Greece, with the exclusive
right of issuing bank notes, is to be established and is to commence business
within six months after the issue of the loan. As provided in the protocol,
all necessary steps are to be taken to effect the legal stabilization of the currency
in relation to gold from the day on which the Bank of Greece commences business.
It is planned that the new bank will then have reserves in gold and gold exchange
of about 50 per cent of the note circulation and its other demand liabilities. The
statutes of the bank provide that these reserves shall be at least 40 per cent.
There will be centralized in the bank all receipts and payments of the State and
of State enterprises.
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The Government has agreed to make every effort to keep the budget within
the limit of about 9,000,000,000 drachmae (approximately $117,000,000) until
the end of the financial year 1929-30 and to maintain thereafter equilibrium
between the current revenues and current expenses of the State, the current
expenses being taken to mean all expenditure except such capital outlay for
revenue-producing purposes as may be provided for from other sources. The
revenues and expenditures for the fiscal year ending March 31, 1928, are esti-
mated at $114,794,310 and $115,455,800, respectively, and it is expected that the
actual receipts and expenditures for this period will balance.

Tile Refugee Settlement Commission was established in 1923 with the approval
of the League of Nations and the council of the league supervises the operations
of the commission and appoints two members, one of them an American citizen to
serve as chairman. The commission has expended about $50,000,000 to establish
in agriculture and industry Greeks who were obliged to leave other countries as
a result of the war and subsequent treaties. The Government provided land
for settlement and a large number of houses. The refugees, who number about
1,500,000, have added materially to the production of tobacco, cereals, and other
crops, and to the development of industry, particularly the manufacture of rugs
and other textiles.

Greece, with an area of about 49,900 square miles, has about 7,000,000 inhab.
.itants. The country is mainly agricultural but industry has made substantial
progress. Greece has a merchant marine of about 1;000,000 tons.

Greece funded its war debt to Great Britain in 1927 and the Greek Parliament
has adopted a plan for funding such debt to the United States, which, together
with the advance referred to above, is to be recommended to the United States
Congress for its authorization.

The total national debt, exclusive of the present loan and of the American war
debt, is equal to approximately $63 per capital.

All conversions have been made at 1.30 cents per drachma and, except as
otherwise stated, at $4.875 per pound sterling.

Application will be made to list the dollar bonds on the New York Stock
Exchange.

For and on behalf of the Greek Government:
D. CACLAMANOS,

Envoy Extraordinary and Minister Plenipotentiary
of Greece in Great Britain.

E. TsoUDEROS,
Deputy Governor of National Bank of Greece.

WESTPHALIA UNITED ELECTRIC POWER CORPORATION (VEREINIGTE ELEK-
FRIZITXTSWERKE WESTFALEN G. m. b' H.) $20,000,000 FIRST MORTGAGE 6
PER CENT SINKING FUND GOLD BONDS, SERIms A, DUE JANUARY 1, 1953

Interest payable January 1 and July I at the office of Speyer & Co., New York,
or of Harris Trust & Savings Bank, Chicago, in United States gold coin, without
deduction for any present or future German taxes. Principal payable at the
office of Speyer & Co. Coupon bonds in denominations of $1,000 and $500,
registerable as to principal. The corporation reserves the right to call series A
bonds for reedmption at par, as a whole or in part, on any interest date, upon 60
days' previous notice.

Annual cumulative sinking fund, beginning in 1931, sufficient to redeem 60
per cent of series A bonds at or before maturity, to be applied to the purchase
of such bonds at or below par and accrued interest, or, if not so obtainable, to
redemption by lot at par, the first redemption to be on January 1, 1932. In
lieu of cash payments, the corporation may tender series A bonds at par.

Mr. M. Krone and Dr. M. Fischer, general directors of Westphalia United
Electric Power Corporation, have summarized in part their accompnying letter
of January 14, 1928, as follows:

Westphalia United Electric Power Corporation is one of the largest producers
and distributors of electricity in Germany and furnishes the greater part of the
electric light and power used in an Industrial section with approximately 3,000,000
inhabitants. The corporation supplies, directly or through local distributing
systems, electricity to about 440,000 consumers in 530 communities and gas to
over 21,000 consumers in 14 communities. The cities served include Dort-
mund, Barmen, Bochum, and Munster.
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The entire capital stock of the corporation, approximately $10,000,000 par

value, is owned, directly or indirectly, by municipalities served and by the Free
State of Prussia.

The bonds will be the direct obligation of Westphalia United Electric Power
Corporation and will be secured, upon redemption of $7,500,000 first mortgage
6% per cent bonds to be called for payment on June 1, 1928, by a direct first
mortgage on substantially all the fixed properties now owned by the corporation
and its subsidiary companies, subject only to charges under laws enacted to
give effect to the Dawes plan (payments in respect of which, on the basis of present
provisional assessments, will be S92,132 per annum) and to a real-estate niort-
gage of $33,333 on a small portion of the property of the corporation. The lien
of the mortgage is to be extended to all fixed property, mortgageable under
German law, hereafter acquired by the corporation or its present subsidiary
operating companies and by future subsidiary companies the properties of which
may be subjected to the mortgage.

The bonds will be issued under an indenture to Deutsche Treuhand-Gesell-
schaft, trustee, and Harris Trust & Savings Bank, Chicago, cotrustee. The
total amount of bonds to be at any- time outstanding will be limited to $50,000,000
(or equivalent in other currencies). These $20,000,000 series A bonds and
the $33,333 mortgage will, upon completion of this financing, be the only secured
funded debt of the corporation or of its subsidiary companies. Additional
bonds (other than bonds for refunding) may be issued for a principal amount not
to exceed 66% per cent of the cost or fair value, whichever is less, of additional
fixed properties, under restrictions to be set forth in the indenture, but only if
combined net earnings (as defined therein) shall have been not less than three
times the annual interest on all bonds to be outstanding under the indenture.

The properties of the corporation and its subsidiary companies include four
steam electric power plants with an aggregate installed generating capacity of
160,000 kilowatts, now being increased to 235,000 kilowatts, about 2,669 circuit
miles of transmission lines and about 3,460 circuit miles of distribution lines,
over 194 miles of gas mains and four coal mines with adequate reserves for the
system's requirements. The electric and gas properties to be mortgaged have
been appraised by an independent American engineer at about $36,000,000, and
the coal properties by an independent German engineer at more than $3,000,000;
the total value of these properties is thus about twice the principal amount of
these series A bonds.

The proceeds of this issue will be applied to the payment of the above first
mortgage 6Y2 per cent bonds and of floating debt incurred for capital expendi-
tures, and to additions, and improvements to the properties of the corporation
and its subsidiary companies.

Combined earnings of the corporation and its subsidiary companies (inter-
company transactions eliminated), as certified by Messrs. Haskins & Sells, were
as follows:

12 months ended

Aug. 31, Dec. 31,
1927 1926

Oross operating earnings ........................................................ $10,523,107 $8, 5 70.716
Non.operatinglnoome ........................................................... 359,371 3K 812

Total ..................................................................... 10.88
,

478 8. 967,548
Operating expenses, maintenance, depletion and taxes ........................... 6, 2011 5, 634 516

Net earnings (before Interest and reserves for renewals and replacements) ........ 4, 090.47 3, 333,I2

The above net earnings for the twelve months ended August 31, 1927, after
deducting therefrom the Dawes plan charges referred to, were equal to about 3ys
times the annual interest on these bonds. The net earnings include $221,177 for
the 12 months ended August 31, 1927, and $133,329 for the year 1926, applicable
to interests not owned by the corporation in subsidiary companies, substantially
all the fixed properties of which are to be subject to the mortgage securing these
bonds.

During the past two years additions to properties amounted to over $15,800,000,
the effect of wnioh is only partially reflected in the above earnings, and substantial
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sums from the proceeds of this issue will be expended for the further development
of the system.

All conversions from German to United States currency have ben made at 4.20
relschsmarks to the dollar.

Application will be made to list these bonds on the New York Stock Exchange.
All proceedings in connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Sullivan & Cromwell, New York, and
Messrs. Albert & Westrick, Berlin. The above statements are subject to correct.
tion for cable errors.

We offer the above bonds for subscription, if, as, and when issued and received
by us, at 92% per cent and accrued interest, to yield about 6.60 per cent.

Westphalia United Electric Power Corporation first mortgage sinking fund
gold bonds, 6% per cent series, due 1950, to be called, will be accepted in payment
for these bonds at the redemption price of par and interest to June 1, 1928, dis-
counted at 42 per cent from date of delivery, provided notice of the amount of
bonds to be so tendered is given not less than five days before the date fixed for
delivery of the new bonds.

We reserve the right to close the subscription at any time without notice, to
reject any application and to allot a smaller amount than applied for. Amounts
due on alotment will be payable at the office of Speyer & Co., 24 & 26 Pine Street,
in New York funds, on or about February 21, 1928, as called for, against delivery
of interim receipts exchangeable for definitive bonds when ready.

SPE ER & Co.
HARRIS, FORBES & Co.

JANUARY 23, 1928.

The following letter is subject to correction for cable errors.

WESTPHALIA UNITED ELECTRIC POWER CORPORATION,
DORTMUND, GERMANY, January 14, 1928.

Messrs. SPRYER & Co., and HARRIS, FORBES & Co.,
New York.

DEAR SIRS: In connection with your purchase of $20,000,000 Westphalia
United Electric Power Corporation (Vereinigte Elektrizitfitswerke Westfalen
G.m.b.H.) first mortgage 6 per cent sinking fund gold bonds, series A, due
January 1, 1953, we take pleasure in giving you the following information:

Westphalia United Electric Power Corporation is one of the largest producers
and distributors of electricity in Germany and furnishes the greater part of the
electric light and power used in one of the most important industrial sections of
western Germany with an area of over 4,255 square miles and approximately
3,000,000 inhabitants. The corporation supplies, directly or through local dis-
tributing systems, electricity to about 440,000 consumers in 530 communities
(serving directly more than 180,000 consumers in 395 communities), and gas to
over 21,000 consumers in 14 communities.

The entire capital stock of the corporation is owned, directly or indirectly, by
municipalities served and by the Free State of Prussia.

The territory served includes most of the industrial areas in the valleys of the
Eros, Lippe, Ruhr, and Wupper Rivers, including the cities of Dortmund, Bar-
men, Bochum, Munster, Buer, Herne, Recklinghausen, Horde, and Witten; it is
one of the most important coal mining sections of Europe and a highly developed
manufacturing district with iron and steel works; foundries; machine shops;
rolling, stamping, and forging mills; enamelling plants; cotton, linen, and jute
spinning and weaving mills; cement, lime, tile, and brick plants; chemical works;
glass, leather, woodworking, and other factories.

SECURITY

The bonds will be the direct obligation of Westphalia United Electric Power
Corporation and will be secured, upon redemption of outstanding bonds to be
called as stated below, by a direct first mortgage on substantially all the fixed
properties now owned by the corporation and its subsidiary companies, subject
only to charges under laws enacted to give effect to the Dawes plan and to a real
estate mortgage of $33,333 on a small portion of the property of the corporation.
The lien of the mortgage is to be extended to all fixed property, mortgageable
under German law, hereafter acquired by the corporation or its present sub-
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sidiary operating companies and by uture subsidiary companies the properties
of which may be subjected to the mortgage.

Under the Dawes plan and the law of industrial charges of August 30, 1924,
the corporation and its subsidiary companies have issued approximately $1,378,-
000 principal amount of industrial debentures, the maximum annual payments
In respect of which, amounting to about $82,680, are secured by a first charge
upon their fixed properties. The total charges, in accordance with the above
law and other legislation for carrying out the Dawes plan on the basis of present
provisional assessments, will be $92,132 per annum.

The corporation owns at least 93% per cent of the capital stock of each of its
subsidiary companies except Gemeinschaftswerk Hattingen G.m.b.H. and a half
interest in this company; the other half is owned by the city of Barmen. Gem-
einschaftswerk Hattingen G.m.b.H. owns one of the power plants to be subject
to the mortgage securing these bonds.

The outstanding $7,500,000 first mortgage sinking fund gold bonds, 6% per
cent series due 1950, are to be called for redemption on June 1, 1928, and funds
from the proceeds of this issue will be deposited for this purpose with the cotrustee
under the indenture for those bonds.

The bonds will be issued under an indenture to Deutsche Treuhand-Gesell-
schaft, trustee, and Harris Trust & Savings Bank, Chicago, cotrustee. The total
amount of bonds to be at any time outstanding will be limited to $50,000,000
(or equivalent in other currencies). These $20,000,000 series A bonds and the
$33,333 mortgage will, upon completion of this financing, be the only secured
funded debt of the corporation or of its subsidiary companies. Additional bonds
may be issued as series A bonds or bonds of other series with such rates of Interest,
maturity dates and other provisions as may be determined by the corporation,
under restrictions to be set forth in the indenture, for a principal amount not to
exceed 6651 per cent (in the case of coal properties not to exceed 50 per cent of the
cost or fair value, whichever is less, of (a) additions and improvements made by
the corporation or by subsidiary companies, the fixed properties of which are sub-
ject to the mortgage, and (b) fixed properties, subjected to the r-iortgage, of
additional subsidiary companies; but bonds may be so issued only i., for a period
of 12 consecutive months (within 15 montli. )receding application for such issue),
combined net earnings (as defined in the indenture), shall have been not less than
three times the annual interest on all bonds to be outstanding under the indenture,
including bonds then to be issued. Bonds may be issued also for refunding, but
only for an amount not to exceed the bonds to be refunded. The indenture will
provide that hereafter only $8,000,000 bonds may be issued in respect of gas
properties and only $3,000,000 bonds in respect of coal properties.

PROPERTIES

The electric properties include four steam power plants with an aggregate in-
stalled generating capacity of 160,000 kilowatts, now being increased to 235,000
kilowatts; about 2,669 circuit miles of transmission lines (including about 474
miles of 50,000 and 100,000 volt lines carried on steel towers, 1,268 miles of 10,000
and 15,000 volt lines, and about 927 miles of underground cable); and about 3,460
circuit miles of distribution lines (of which about 670 miles are underground).
The corporation operates a hydroelectric plant with an installed capacity of 6,000
kilowatts under a lease from the Ruhr Valley Stream Control Association (Ruhr-
talsperre-Verein), extending to 1948, and has, in addition, contracts for the
purchase of power from hydroelectric plants with an aggregate capacity of 6,000
kilowatts and from steam plants with an aggregate capacity of 33,000 kilowatts.

The gas properties include 194 miles of mains (of which 39 miles are high-pres-
sure transmission mains) and six small generating plants. Two plants are
operated under lease. The greater part of the gas distributed is purchased from
by-product coke oven plants. Four coal mines, owned by subsidiary companies,
have reserves adequate for the system's requirements, on the basis of present
operations, for a period extending beyond the maturity of these bonds.

The electric and gas properties to be mortgaged have been appraised as of
August 31, 1927, by W. S. Hulse, esq., an independent American engineer, at
about $36,000,000 and the coal properties by Doctor Weise, director of the gov-
ernment mines department for the Westphalia district an independent German
engineer, at more than $3,000,000; the total value of these properties is thus
about twice the principal amount of these series A bonds.

92928-32-PT 2-24
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PURPOSE

The proceeds of this issue will be applied to the payment of the above first
mortgage 6Y2 per cent bonds and of floating debt incurred for capital expenditures,
and to additions and improvements to the properties of the corporation and its
subsidiary companies

Capitalization upon completion of this financing

First mortgage sinking fund gold bonds total amount to be at any
time outstanding limited to $50,000,000 (or equivalent in other
currencies); to be presently issued; 6 per cent series A bonds due
Jan. 1 1953 ---------------------------------------------- $20,000,000

Real-estate mortgage: 140,000 reiclsmarks --------------------- 33, 333
Unsecured funded debt (including advance of 2,857,47 reichsmarks

from city of Barmen to Gemeinschaftswerk Yattingen G.m.b.I.),
about 11,721,000 reichsmarks ------------------------------ 2, 790, 714

Subsidiary companies' stock owned by minority interests, 1,478,769
reichsmarks ------------------------------------------ 352, 088

Capital stock: Authorized and issued 42,000,000 reichsmarks I .... 10, 000, 000

EARNINGS

Combined earnings of the corporation and its subisdiary companies (intercom.
panv transactions eliminated), as certified by Messrs. Haskins & Sells, were as
follows:

12 months ended-

Aug. 31,1927 Dec. 31, 192

Gross operating earnings .................................................... $10,1523,107 $8,580,736
Nonoperating income ....................................................... 359,371 380,812

Total ................................................................. 10,882.478 8.967,548
Operating expenses, maintenance, depletion, and taxes ...................... 0,792,011 5,634,518

Net earnings (before Interest and reserves for renewals and replacements) ... 4,090, 467 3,333, (032

The above net earnings for the 12 months ended August 31, 1927, after deduct-
ing therefrom the Dawes plan charges referred to, were equal to about three and
one-third times the annual interest on these bonds. The net earnings include
$221,177 for the 12 months ended August 31, 1927, and $133,329 for the year
1926, applicable to interests not owned by the corporation in subsidiary com-
panies, substantially all the fixed properties of which are to be subject to the
mortgage securing these bonds.

During the past two years additions to properties amounted to over $15,800,000
the effect of which is only partially reflected in the above earaings, and substantial
sums from the proceeds of this issue will be expended for the further development
of the system.

GROWTH OP BUSINESS

The qales of electricity and gas of Westphalia United Electric Power Corpora-
tion, its subsidiary and predecessor companies (exclusive of intercompany sales),
have been as follows:

Electricity Gas

Kilowatt.
12 months ended Dee. 31- Aoura Cubit metdrs

1924 ........................................................................ 241,897, 7M 5,788,441
1923 ........................................................................ 333,188,414 6,656,703
1928 ........................................................................ 334,117,001 6,882,603

Oct. 31, 1927 ................................................................... 42,43,892 7,300,272
.,_ -_ _ I_ .a

'Including 324,000 relchsmarks treasury stock.
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FRANCHISES

The operations of the corporation are conducted under concessions for the 405
communities served directly. For Dortmund, the most important city served,
and for a large number of other municipalities, the concessions extend beyond the
maturity of these bonds. Most of the concessions provide that, under conditions
specified therein, the minucipalities may purchase the distribution systems within
their limits.

BOND PROVISIONS

Series A bonds will be dated January 1, 1928, mature January 1, 1953, and bear
interest at the rate of 6 per cent per annum, payable semiannually January 1
and July 1. Principal will be payable at the office of Spever & Co., New York,
and interest will be payable at their office, or, at the oltioin of the holder, at the
office of Harris Trust & Savings Bank, Chicago, in United States gold coin of the
standard of weight and fineness existing on January 1, 1928, without deduction
for any present or future German taxes. The bond will be issued in coupon form
in denominations of $1,000 and $500, registerable as to principal.

SINKING FUND AND REDEMPTION

An annual cumulative sinking fund, beginning in 1931, is provided for, sufficient
to redeem 60 per cent of series A bonds at or before maturity, to be applied to
the purchase of such bonds at or below par and accrued interest, or, if not so
obtainable, to redemption by lot at par, the first redemption to lie on January 1,
1932. In lieu of cash payments, the corporation may tender series A bonds at
par.

The corporation reserves the right to call series A bonds for redemption at par,
as a whole or in part, on tny interest date, upon 60 days' previous notice.

All conversions from German to United States currency have been made at
4.20 reichsmarks to the dollar.

Application will be made to list these bouids on the New York Stock Exchange.
Very truly yours,

VEREINIGTE ELEKTnIZITATSWERKE WESTFALEN G. M. B. I.
KRONE, General Director.
FISCHER, General Director.

UNITED GLANZSTOFF MANUFACTURING CORPORATION

(Vereinigte Glanzstoff-Fabriken Aktiengesellschaft) Elberfeld, Germany

THREE-YEAR $ PER CENT GOLD NOTE

Delivery will be made in the form of coupon participation certificates, in
denominations of $10,000 and $25,000. issued by the Equitable Trust Co. of
New York, which will hold a note of the corporation for $3,000,000 principal
amount, dated July 1, 1927, due July 1, 1930.

Interest payable January 1 amd 'July 1. Principal and interest payable in
New York City at the office of the Equitable Trust Co. of New York, in United
States gold coin of, or equal to, the present standard of weight and fineness,
without deduction for any present or future German taxes. The corporation
reserves the right to call'tIe note for redelnption at par and interest, at any
time, upon not less than 60 days' notice.

Dr. F. Bflfthgen and Dr. W.'Springorum, managing directors of United Glanz-
stoff Manufacturing Corporation, have furnished the following statement:

United Glanzstoff Manufacturing Corporation (Vereinigte Glanzstoff-Fabriken
Aktiengesellschaft, Elberfeld, Germany), established in 1899, is one of the leading
producers of artificial silk. The chief plants of the corporation and of its sub-
sidiary companies are located in Oberbruch (near Ileinsberg, District of Aachen),
Sydowsaue (near Stettin), Waldniel (near Dilken, Rhineland), Munich, Peters-
dorf-Riesengebirge and Frankfort-on-Main.

In addition, the corporation owns important stock interests in other companies
manufacturing artificial silk in Germany and other countries, including J. P.
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Bemberg, Aktiengesellschaft in Barmen (plants in Barmen, Augsburg, and
Crefeld, Germany), American Bemberg Corporation, which Is now operating its
recently completed plant in the United States, Erste Oesterreichische Glanzstoff.
Fabrik A. G. (plant in Austria), Bohmische Glakozstoff-Fabrik, System Elberfeld
(plant in Czechoslovakia), N. V. Erste Nederlanosche Kunstzijaefabriek (plant
in Holland) and La Seta Bemberg S. A. (plant in Italy). The corporation,
jointly with the German Dye Combination (1. G. Farbenindustrie Aktiengesell-
schaft), organized in 1925 the Aceta G. m. b. H. (with a plant in Lichtenberg,
Germany, which is now in operation); jointly, with Courtaulds (Ltd.), it organ-
ized in the same vear Glanzstoff-Courtaulds G. in. b. H. (with a plant in K6ln-
Niehl, Germany, vhich it is expected will be in operation in the fall of this year).

The note will be the direct obligation of the corporation which has agreed that
as long as the note is outstanding, neither the corporation nor any of its sub-
sidiary companies, as defined therein, will (a) mortgage any fixed assets (except
by way of purchase money mortgages) or (b) pledge any other'assets (except
current assets in the ordinary course of business for indebtedness maturing in
less than 12 months), as security for any loan or other obligation, without securing
this note equally and ratably with such loan or obligation.

The net assets of the corporation, as of December 31, 1926, together with the
proceeds of the note, are equal to about five and one-half times the principal
amount of the note. Patents and processes are included among the assets at 1
Reichsmark.

The proceeds of this note will be used for general corporate purposes.
The capitalization, authorized and issued, is:

6 per cent preferred stock (600,000 Reichsmarks) ---------------- $142, 857
Common stock (42,000,000 Reichsmarks) -------------------- 10, 000, 000

The market value of the capital stock, at present quotations (about 575 per
cent for the common stock), is approximately $57,500,000.

Neither the corporation nor any of its subsidiary companies has any funded
debt.

In connection with the Dawes plan, the corporation and its subsidiary com-
panies have issued in the aggregate $- - , principal amount, industrial deben-
tures, secured by a first charge on their property; the maximum liability in respect
of such debentures is 6 per cent per annum for interest and amortization. The
total payments required under laws enacted to give effect to the Dawes plan, in-
cluding amounts for the service of the above debentures, were for the year 1926
about $32,600 and will not (on the basis of present assessments of about $- )
exceed $ in any one year.

Net earnings, after operating expenses, maintenance and taxes and Dawes plan
payments, but before depreciation, other reserves and management bonuses,
were as follows: 1924, $1,757,786; 1925, $2,189,445; 1926, $2,316,448.

Such net earnings in 1926 (after deducting maximum yearly Dawes plan
charges) were equal to over thirteen and one-half times the annual interest on
this note.

Since 1901 the corporation has paid dividends on its common stock in every
year. The dividend rate was 10 per cent for 1924 and 15 per cent for 1925 and
1926.

All conversions from Germar. to United States currency have been made at
4.20 Reichsmarks to the dollar.

All proceedings in connection with the issuance of the above note are subject
to the approval of our counsel, Messrs. Cadwalader, Wickersham & Taft, New
York, and -- , Berlin.

We offer the above certificates of participation subject to prior sale, If, as and
when issued and received by us, at 98.65 per cent and accrued interest, to yield
6 per cent.

Payment is to be made in New York funds on or about July 1, 1927, at the office
of Speyer & Co., 24-26 Pine Street, against delivery of participation certificates.

SPEYER & Co.
LEHMAN BRos.

The above statements have been obtained from official and other sources
believed to be reliable.
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KINGDOM OF BULGARIA 7 PER CENT SETTLEMENT LOAN, 1926

FOUR MILLION FIVE HUNDRED THOUSAND DOLLARS 40-YEAR SECURED SINKING FUND
GOLD BONDS

(Part of international loan for settlement of refugees), authorized and approved
by the Council of the League of Nations

Dated January 1, 1927, due January 1, 1967. Interest payable January I and
July 1. Principal and interest payable in New York City, at the office of Speyer
& Co. or of J. Henry Schroder Banking Corporation, fiscal agents, in United
States gold coin of the present standard of weight and fineness, without deduction
for any Bilgarian taxes, present or future. Coupon bonds in denominations of
$1,000 and $500.

Cumulative sinking fund sufficient to repay the entire loan at or before maturity.
This sinking fund is to be Increased by all sums received after November 1, 1928,
from settlers in payment for land, buildings, or material, or repayment of advances.
The sinking fund is to be applied to the purchase of bonds at or below par, or, if
not so obtainable, to semiannual redemption by lot at par, the first redemption
to be on January 1, 1928.

Not subject to call before January 1, 1939, except for sinking fund. The
government reserves the right to repay at par on that date, or on any interest date
thereafter, all or any part of the bonds then outstanding, upon not less than six
months' previous notice.

These $4,500,000 bonds and £2,400,000 sterling bonds constitute the total
amount of the loan. One million seven hundred and fifty thousand pounds of the
sterling bonds are being offered in London by the Ottoman Bank, J. Henry
Schroder & Co. and Stern Bros., and the remaining £650,000 sterling bonds are
being offered in Holland, Italy, an' ,-witzerland.

His Excellency Wladimer Molloff Minister of Finance, has authorized the
following statement in behalf of the Bulgarian Government:

The loan is authorized and approved by the Council of the League of Nations
and is issued pursuant to its resolution of September 7, 1926, the Geneva protocol
of September 8, 1926, ratified by an act of the Bulgarian Parliament of Septem-
ber 30, 1926, and an act of Parliament of December 16, 1926, approving the loan
contract. These $4,500,000 bonds and £2,400,000 sterling bonds constitute the
total. nount of the loan.

Purpose: The purpose of this loan is to provide funds for the settlement of
approximately 120,000 Bulgarian refugees from other countries, for the repayment
of short-term indebtedness incurred in anticipation of the loan and of 'about
76,000,000 French francs (about $3,040,000) Bulgarian Treasury bills. The
proceeds of the loan, after deducting the above repayments, will be expended
under the direct control of a commissioner appointed by tho Council of the League
of Nations.

The Government of Bulgaria has undertaken to provide not less than 132,000
hectares (about 326,000 acres) of suitable unencumbered land, to be approved
by the commissioner.

Security: The loan will be the direct obligation of the Bulgarian Government
and will be secured by a first charge on the following revenues: (a) excise duty
on alcohol, beer, etc.; (b) excise duty on salt, sugar, and various imported com-
modities; (c) net recepts of the match monopoly.

The receipts from the above revenues are estimated by the financial committee
of the League of Nations, on the basis of last year's yield, to amount to a total
of 19,700,000 gold francs (about $3,800,000), or over three times the annual
Interest and sinking fund on the loan.

(d) All payments made after November 1, 1928, by settlers for rent or interest.
Sums received In payment for land, buildings, or material, or repayment of

advances are to be added to the sinking fund for the loan.
If, at any time, the receipts from the above revenues should fall below 150 per

cent of the annual sum required to meet the service of the loan, the Bulgarian
Government agrees to provide additional revenues (other than the customs),
sufficient to insure total revenues equal to at least 150 per cent of the servicerequirements.The pledged revenues will be paid, Go collected, into a special account (with

the National Bank of Bulgaria), to be controlled by the commissioner and, after
the termination of his functions, by trustees to be appointed for the bondholders
by the council of the League of Nations. The sum required to meet the service
of the loan will be remitted to the fiscal agents in monthly Installments for the

.account of the trustees.
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By decisions of the Inter-Allied Commission, the revenues now or hereafter
pledged for the loan are, or (as the case may be) will be, released from the charge
for reparation payments.

A reserve fund, equal to one-half year's service of the loan, is to be deposited
with the trustees and any amount drawn therefrom to complete service require-
ments, is to be forthwith" restored.

Bulgaria, with an area of about 40,000 square miles, has over 5,000,000 inhabi-
tants, or a larger population than Denmark, Finland, Norway, or Switzerland.
The country is mainly agricultural and exports considerable quantities of tobacco,
cereals, and other farm prodcts. The currency has been stable since 1922.

External loans of Bulgaria were sold before the war in England and leading
countries of Continental Europe; the 4% per cent bonds of 1907 and 1909 (the
last pre-war loans) were marketed on a 5 per cent basis.

Application will be made to list these bonds on the New York Stock Exchange.
For further information reference is made to the accompanying letter, dated

December 15, 1926, from His Excellency Wladimer Molloff, Minister of Finance.
.Al proceedings in connection with tie issuance of the above bonds are subject

to the approval of our counsel, Messrs. Cadwalader, Wiekersham & Taft.
We offer the above bonds for subscription, if, as and when issued and received

by us, at 92 per cent and accrued interest, to yield about 7.65 per cent.
We reserve the right to close the subscription at any time without notice, to

reject any application and to allot a smaller amount than applied for. Amounts
due on allotment will be payable a the office of Speyer & Co., 24-26 Pine Street,
in New York funds on or about January 4, 1927, as called for, against delivery of
interim receipts exchangeable for definitive bonds when ready.

SPEYER & Co.
BLAIR & Co., Ixc.
J. HENIIY SCHRODER BANKING CORPORATION.

DECEMBER 22, 1926.

The following letter has been received by cable and is subject to correction:
BULGARIAN LEGATION,

London, S. W. 7, December 16, 1926;
Messrs. SPEYER & Co., BLAIR & Co. (INc.), and

J. HENRY SCHRODER BANKING CORPORATION.
GENTL6EMEN: With reference to the Kingdom of Bulgaria 7 per cent settle-

ment loan 1926 of which £2,400,000 is to be issued in Great Britain, Italy,
Holland, and Switzerland and $4,500,000 in the United States of America, I
beg to give you the following information:

On May 3of this year the Bulgarian Government approached the League of
Nations viith a request for raising, under its auspices, a foreign loan for the
settlement of those of the refugees (who in large numbers have since 1913 flocked
into Bulgaria from the adjacent countries), for whom the country was unable to
provide out of its own resources. After investigation the Council of the League
of Nations adopted resolutions authorizing the Bulgarian Government to issue
abroad a loan, the net proceeds of which were not to exceed £2,250,000 and were
to be applied, under the control of a commissioner responsible to the council, to
the settlement of the refugees who are certified by the Bulga:-nn Government to
be Bulgarian nationals and who have declared in writing that they will consider
themselves hI future as such. The Council of the League of Nations, being
satisfied that the holders of certain Bulgarian Treasury bills, issued in Paris in
1912 and 1913, have a contractual right to repayment out of the proceeds of the
first loan raised abroad by the Bulgarian Government, further agreed to allow
the settlement loan to be increased by an amount sufficient to provide the sum
required to liquidate the balance outstanding of the bills and the total nominal
amount of the settlement loan has thus been increased by £727,779.

The conditions under which the settlement loan should be issued, the purposes
for which it should be used, the securities and charges to be set aside for its serv-
ice, the organization for the settlement of, and the land to be assigned for the
use of the refugees, as also the appointment of trustees, and of a commissioner
for carrying out the functions ascribed to him, are embodied in a protocol which
was signed in Geneva on September 8, 1926, on behalf of the Bulgarian Govern-
ment.

The proceeds of the settlement loan up to an amount of £2,250,000, after pro.-
viding for the repayment of certain short term indebtedness Incurred in anticipa-
tion of such loan, will be placed to the credit of a special account with the Na-
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tional Bank of Bulgaria, under the direct control of a special commissioner ap-
pointed by the League of Nations.

For the purpose of settlement the Bulgarian Government has undertaken to
provide not less than 132,000 hectares of land which is, or may be made suitable
for agricultural settlement (exclusive of pasture land).

All assistance given to refugees out of the loan will be on terms of repayment
and no part of the loan will be used for any charitable purposes, or for the acquisi-
tion of land. Nevertheless when settlements on a large scale are established,
such disbursements of a general or social nature may be made, on such terms as
the commissioner may approve, as may serve to promote the development of
these settlements and improve the health conditions of the population.

The settlement loan will be amortized by the application half yearly of an
accumulative sinking fund sufficient to redeem the total issue in 40 years.

In accordance with the protocol the Bulgarian Government, with the approval
of the Interallied Commission and tile Reparation Commission, has undertaken
to furnish as security for the settlement loan the following revenues:

1. The excise dutv on alcohol and other articles enumerated in chapter 15 of the
State budget for 1925-26.

2. The excise duty on salt and other articles enumerated in chapter 16 of the
budget.

3. The net receipts of the match monopoly.
4. All sums received after the expiry of two years from the appointment of the

commissioner in respect of rent or interest due from persons assisted out of the
yield of the settlement loan. Sums received from such persons as payment for
the purchase of land, building or material or as repayment of advances in cash or
in kind, shall be applicable to the additional amortization of the settlement loan.

5. Such other revenue or revenues, if any (excluding tile customs), as may from
time to time be assigned in accordance with the following paragraph:

"If at any time the total yield of the above-mentioned revenues should fall
below 150 per cent of the annu l sum required to meet the service of the settlement
loan, the trustees may request the council to call upon the Interallied Commission,
established under article 130 of the treaty of Neuilly, to release from the charge
laid down in article 132 of the treaty of Neuilly, in accordance with the decision
taken by the Interallied Commission on July 22, 1926, such additional revenues
(other than the customs) as may be sufficieni to assure the immediate restoration
of the yield to the above percentage and such additional revenue so released shall
be forthwith assigned to the service of the settlement loan."

Tile revenues from the security pledged under Nos. 1, 2, and 3 above, which
have been under the control of the commissioner since October 15, 1926, are
estimated by the financial committee of the League of Nations, on the basis of
last year's yield, to amount to a total of gold francs 19,700,000 per annum, which
is more than three times the amount required for the service of the settlement loan.
The stability of the security is assured by the undertaking of the Government that
it will not take any measures which, in the opinion of the trustees for the loan,
would be such as to diminish the aggregate value of the assigned revenues.

The Bulgarian Government has undertaken to collect and pay all the pledged
revenues into a special account with the National Bank of Bulgaria for the pur-
pose of assuring the service of the settlement loan. The commissioner and,
after the termination of his functions, the trustees appointed by the League of
Nations, may alone control this account. Any balance of the account, not
required or retainable for the service and the expenses of the settlement loan in
accordance with the protocol, will be released to the Bulgarian Government.

At least one-twelfth of the annual service of the settlement loan has to be
remitted monthly to the trustees' account with the bankers charged with such
service.'

There will be reserved out of the proceeds of the settlement loan and deposited
with the trustees a sum sufficient to cover one-half year's service of the total
nominal amount of the loan. Such sum is to be drawn upon in case of need to
complete the amount required to provide for the service of the loan in any half
year, but, in such case, any amount so drawn is to be made good out of tile next
receipts of the assigned revenues.

During the three fiscal years 1922-23 to 1924-25 the budget of the State of
Bulgaria showed a surplus, and for the year 1925-26 it is estimated that the
budget will balance.

In their report dated June 9, 1926, the financial committee of the league gave
it as their opinion that the statutes of the National Bank of Bulgaria might with
advantage be modified in order to bring them into conformity with the best
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principles of central banking. Such modifications have been assured to come
into force on January 1, 1927. Bulgarian currency has been stable since 1922.

In order that the demands fer the payments in foreign exchange required for
the payment of reparations should not be pressed without due regard to the
exchange position in Bulgaria and the stability of the currency be thereby en.
dangered, the reparation commission agreed, by a decision dated July 23, 1926,
that the Bulgarian Government will have the right, at any time during the
existence of the settlement loan, to make to the interallied commission a re-
quest that, in the interest of the stability of the Bulgarian exchange, purchases
of foreign currency necessary for the payment of reparations under the protocol
signed at Sofia on March 31, 1923, be suspended either in whole or in part.
Upon such request a transfer committee will be appointed which will be respon-
sible for purchasing foreign exchange for reparation payments to the ex; nt to
which it considers that the stability of Bulgarian currency allows.

The Bulgarian Government has undertaken, in the terms of a letter dated
December 7, 1926, addressed by the Finance Minister of Bulgaria to the Ottoman
Bank and others, that the holders of those pre-war Bulgarian bonds, in respect
of which no settlement had up to then been reached for the payment of the
interest and amortization of their bonds, should as from April 1, 1927, be treated
similarly to certain other bondholders with whom agreements had been reached
and has also arranged for the settlement of outstanding questions concerning
certain coupons.

The settlement loan is the direct obligation of the Bulgarian Government and
the principal and interest of the loan are payable without deduction of any present
or future Bulgarian taxes whatsoever.

Yours faithfully, WLADIMER MOLLOFr, Minister of Finance.

BERLIN ELECTRIC ELEVATED & UNDERGROUND RAILWAYS Co. (GESELLSCHAFT
FfR ELEKTRISCHE HOCH- UND UNTERGRUNDBAHNEN IN BERLIN)

FIF'EEN MILLION DOLLARS 30-YEAR FIRST-MORTGAGE 6% PER CENT SINKING FUND
GOLD BONDS

($3,000,000 bonds of this issue have been withdrawn for sale in Holland by
Messrs. Hope & Co., Teixeira de Mattos Brothers, and Deutsche Bank,
Amsterdam)

The city of Berlin, as stated below, owns a majority of the company's capital
stock. The city has entered into an agreement with the company providing that
fares will be maintained adequate to insure earnings which will cover operating
expenses, interest, and sinking fund on all loans and proper provision for depre-
ciation and other necessary reserves and that If, for any reason, the fares should
not be maintained at rates adequate to insure sufficient earnings available for
such purposes, the city will provide the funds necessary therefor.

Dated October 1, 1926, due October 1, 1956. Interest payable April 1 and
October 1. Principal and interest payable in New York City, in United States
gold coin of, or equal to, the present standard of weight and fineness, Without
deduction for any present or future German taxes, at the office of Speyer & Co.,
fiscal agent for the loan.

Such principal and interest shall also be collectible, at the option of the holders,
in Holland at the offices of the above named Dutch banking houses, at the
equivalent in guilders, the rate of exchange being fixed from time to time by
houses. Coupon bonds in denominations of $1,000 and $500, registerable as to
principal.

Cumulative annual sinking fund sufficient to repay the entire issue at or before
maturity, to be applied to the purchase of bonds at or below par and interest, or,
if not so obtainable, to redemption by lot at par and interest. The company
reserves the right to call for redemption on any interest date, upon not less than
three months' notice, all of any part of the bonds then outstanding at 102% per
cent and interest, up to and including October 1, 1931, and thereafter at par and
interest.

DEuTscHE TREUHAND-GESELLSCHAFIT Trustee,
THE EQUITABLE TRUST CO. OF NEW ORK, Cotrustee.
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Doctor Karding, treasurer of the city of Berlin, and Messrs P. Wittig and H.

Dettmar, managing directors of the company, have summarized their accompany-
ing letter of November 11, 1926, as follows:

Capitalization upon completion of present financing

30-year first-mortgage 6% per cent sinking fund gold bonds, due
Oct. 1, 1956 ----------------------------------------- $15, 000, 000

Unsecured loan from city of Berlin, repayable with interest at 6i
per cent through cumulative annual sinking fund by Apr. 1, 1950,
15,000,000 reichsmarks ------------------------------------ 3, 571, 000

Mortgages on real estate not used for railway operation, about
420,000 reichamarks -------------------------------------- 100,000

Capital stock, authorized and issued, 175,244,000 reichsmarks (in-
eluding 62,000,000 reichsmarks ($14,761,905) par value, capital
stock, 50 per cent paid, the balance subject to call) ----------- 41, 724, 762
There are also outstanding 1,250 profit-sharing certificates (no par value),

the holders of which are entitled to one-quarter of the net profits after payment
of dividends at the rate of 8 per cent on the stock of the company.

The Berlin Electric Elevated & Underground Railways Co., now controlled by
the city of Berlin, was organized in 1897 as a private corporation and began
operation in 1902. The company owns about 28.7 miles of elevated and under-
ground lines and operates a total, including connecting lines, of about 33.1 miles.
These lines constitute the entire electric rapid transit system now in operation in
the city of Berlin, the third largest city of the world, with aLout 4,000,000
inhabitants.

Security: The city of Berlin, directly or through a corporation wholly owned
by the city, now owns more than a majority of the 175,244,000 reichsmarks
($41,724,762) capital stock of the company, viz 97 000.000 reichsmarks ($23,095,-
238) par value, including 62,000,000 reichsmaris (14,761,905) par value on which
50 per cent has been paid, the balance being subject to call. The city has entered
into an agreement with the company providing that fares will be maintained
adequate to ensure earnings which will cover operating expenses, interest, and
sinking fund on all loans and proper provision for depreciation and other necessary
reserves and that if, for any reason, the fares should not be maintained at rates
adequate to ensure sufficient earnings available for such purposes, the city will
provide the funds necessary therefor.

The bonds will be issued under an indenture to the Deutsche Treuhand-
Gesellschaft, trustee, and the Equitable Trust Co. of New York, cotrustee, and
will be secured by a direct first mortgage on all the elevated and underground
railway properties of the company, including equipment and power plant, subject
only to charges under the laws enacted to give effect to the Dawes plan, payments
in respect of which (on the basis of present assessments) are conservatively
estimated as not exceeding $225,000 in any one year. It is estimated that the
principal amount on which such charges are computed will not exceed $3,750,000.
The company covenants to extend the lien of this mortgage to all property here-
after acquired with the proceeds of bonds issued thereunder.

The total authorized amount of bonds is limited to $25,000,000 (or equivalent
in reichsmarks). There will be presently issued $15,000,000 in bonds. The
remaining bonds may be issued for addition's, betterments, extensions, etc., under
restrictions to be set forth in the indenture.

The rapid-transit system owned includes 6 miles of elevated and 22.7 miles of
underground lines with a total of about 71.5 miles of track. The company owns
its power plant which generates most of the electric current required, the remain-
der being supplied chiefly by the Berlin City Electric Co., all the capital stock of
which is owned by the city. The equipment of the company includes about 800
cars. The cost of the existing properties was over $60,000,000 and the cost of
reproduction is estimated at over $100,000,000.

Purpose: The proceeds of this issue will be used for betterments, additions, and
equipment, for the payment of floating debt incurred in the construction of lines
acquired from the city and of extensions recently placed in operation, for the
redemption of 13,463,700 reichsmarks ($3,205,261) par value of the company's
outstanding bonds and other obligations, and for other corporate purposes.

Earnings: The gross revenues of the lines now owned by the company were
for the year 1925, $7,367,000 and the net earnings after operating expenses,
maintenance and taxes, were $3,290 000, equal (after deducting the aboveDawes
plan charges) to over three times te annual interest on these bonds. For the
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year 1926, gross revenues are estimated at about $6,891,000, and net earnings at
alout $2,911,000, equal (after deducting the above Dawes plan charges) to about
two and three-quarters times such interest requirements. The decrease in
earnings for 1926 is mainly due to diversion of traffic to the surface lines owned by
the city, in consequence of the lower fares still maintained on these lines. There
is, however, Impending a general revision of fares on all the transit lines now
controlled by the city (including also the bus lines), which, it is confidently ex-
pected, will result in increased traffic and earnings for the elevated and under-
ground lines. Furthermore, earnings should be materially increased through the
operation of over 4 miles of important extensions, service on which began during
1926.

Annual dividends have been paid since 1903 (the first complete year of opera.
tion), with the exception of 1923; the dividend rate was 5 per cent for 1924 and
7 per cent for 1925. The stock of the company is quoted on the Berlin Stock
Exchange at about par.

All conversions from German to United States currency have been made at
4.20 reichsmarks to the dollar.

Application will be made to list these bonds on the New York Stock Exchange.
All proceedings ;n connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Sullivan & Cromwell, New York, and
Messrs. Albert & Westrick, Berlin.

We offer the above bonds for subscription, if, as and when issued and received
by us, at 94% per cent and accrued interest, to yield about 6.95 per cent.

We reserve the right to close the subscription at any time without notice, to
reject any application and to allot a smaller amount that applied for. Amounts
due on allotment will be payable at the office of Speyer & Co., 24 and 26 Pine
Street, in New York funds on or about December 6, 1926, as called for, against
delivery of interim receipts exchangeable for definitive bonds when ready.

SPEYER & Co.
BLYTH WITTER & Co.
THE EQUITABLE TRUST Co. oF NEW YORK.

NOVEMBER 12, 1926.

The following letter has been received partly by cable and is subject to
correction:

BERLIN ELECTRIC ELEVATED & UNDERGROUND RAILWAYS CO.,
(GeseUschaft ffir Elektrische Hoch- und Untergrundbahnen in Berlin)Berlin, November 11, 192,6.

Messrs. SPEYER & Co., New York.

DEAR SInS: In connection with your purchase of $15,000,000 Berlin Electric
Elevated & Underground Railways Co. (Gesellsehaft fAr Elektrische Hoch- und
Untergrundbahnen in Berlin) 30-year first mortgage 6% per cent sinking fund
gold bonds, due October 1, 1956, we take pleasure in giving you the following
information:

The Berlin Electric Elevated & Underground Railways Co., organized in 1897
as a private corporation to construct and operate electric elevated and under-
ground lines in the city of Berlin and its suburbs, began operation in 1902.
The company owns about 28.7 miles of elevated and underground lines and
operates a total, including connecting lines, of about 33.1 miles. These lines
constitute the entire electric rapid transit system now in operation in the city
of Berlin, the third largest city of the world, with about 4,000,000 inhabitants.

Control by city of Berlin.-The city of Berlin, directly or through a corporation
wholly owned by the city, now owns more than a majority of the 175,244,000
reichsmarks ($41,724,762) capital stock of the company, viz, 97,000,000 reisch-
marks ($23,095,238) par value, including 62,000,000 reichsmarks ($14,761,905)
L ar value on which 50 per cent has been paid, the balance being subject to call.
Furthermore, over 69,000,000 reichsmarks ($16,428,571) par value, or about
seven-eighths of the remaining stock outstanding, has been deposited under an
agreement which provides that the city has the right to acquire all of the
deposited stock on or after April 1, 1931, and is obligated to buy any part thereof
on or after April 1, 1936, on the demand of the owner. For granting this right
to the city, the depositing stockholders are to receive warrants for an amount
equal to 20 per cent of the par value of the deposited stock (such warrants to be
redeemed by the city in five annual instalments beginning in 1927) and, upon
acquisition of the stock, the city will pay the par value thereof, the total pay.
meats by the city thUS aggregating 120 per cent. Until acquired, the city will
pay interest on the par value of the deposited stock at the rate of 7 per cent
per annum.
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The city recently transferred to the company about 10.4 miles of underground
lines, the cost of which was about $24,000,000.

The city is represented on the board of directors through a majority of its
members, including Doctor Karding, the treasurer of the city, and Doctor
Adler, the chief city engineer.

The city owns the surface lines, operated through a company all the stock of
which is owned by the city, and also controls through stock ownership the com-
panies owning and operating the bus lines. The city thus owns or controls all
of the transit facilities with the exception of the local steam railroad lines (Stadt-
und Ringbahn) of the German National Railway Co.

Security.-I he city has entered into an agreement with the company providing
that fares w111 be maintained adequate to ensure earnings which will cover oper-
ating expenses, interest and sinking fund on all loans and proper provision for
depreciation and other necessary reserves and that if, for any reason, the fares
should not be maintained at rates adequate to ensure sufficient earnings available
for such purposes, the city will provide the funds necessary tierefor.

The bonds will be issued uneer an indenture to the Deutsche Treuhand-
Gesellschaft, trustee, and the Equitable Trust Co. of New York, cotrustee, and
will be secured by a direct first mortgage on all the elevated and underground
railway properties of the company including equipment and power plant, sub-
ject only to charges tinder the lavs enacted to give effect to the Dawes plan,
payments in respect of which (on the basis of present assessments) are conser-
vatively estimated as not exceeding $225,000 in any one year. It is estimated
that the principal amount on which such charges are computed will not exceed
$3,750,000. The company covenants to extend the lien of this mortgage to all
property hereafter acquired with the proceeds of bonds issued thereunder.

The total authorized amount of bonds is limited to $25,000,000 (or equivalent
in reichsmarks). There will be presently issued $15,000,000 bonds. The re-
maining bondo may be issued for additions, betterments, extensions, etc., under
restrictions to be set forth in the indenture, for ai amount not to exceed 60 per
cent of the cost or fair value (whichever is less), but only if for a period of 12
consecutive months (within the 15 months preceding application for such issue)
not earnings, to be defined in the indenture, shall have equalled at least one and
one-half times the annual interest and sinking fund requirements on all bonds
Issued tinder the indenture and on the bonds then to be issued.

Purpos.-The proceeds of this issued will be used for betterments, additions
and equipment, for the payment of floating debt incurred in the construction of
lines acquired from the city and of extensions recently placed in operation, for
the redemption of 13,463,700 reichsmarks ($3,205,261) par value of the company's
outstanding bonds and other obligations, and for other corporate purposes.

Properties.-The rapid transit system owned included 6 miles of elevated and
22.7 miles of underground lines with a total of about 71.5 miles of track. These
lines are of standard gage and are equipped with automatic signals. Further-
more, the company owns a surface railway extension about two miles in length.
The company owns its power plant with a capacity of 32,500 kilowatts, which
generates most of the electric current required, the remainder being supplied
chiefly by the Berlin City Electric Co., all the capital stock of which is owned by
the city." The equipment of the company included about 800 cars. Plant and
equipment are modern and have been maintained at it high standard of operating
efficiency. The cost of the existing properties was over $60,000,000 and the
cost of reproduction is estimated at over $100,000,000.

In addition to its own lines the company operates about 4.4 miles of connecting
lines under favorable contracts.

Franchises.&-None of the franchises expire before 1975. While the city has the
right to acquire certain lines of the company in 1937 and at intervals of'10 years
thereafter, such purchase can only be made subject to the mortgage securing this
issue of bonds. The franchises are free from burdensome restrictions.

Capitalization.-The capitalization of the company, upon the completion of
the present financing, will be as follows:
30-year first mortgage 6Y2 per cent sinking fund gold bonds, due

Oct. 1, 1956 -------------------------------------------- $15,000,000
Unsecured loan from city of Berlin, repayable with Interest ot 6%

per cent through cumulative annual sinking fund by Apr. 1, 1950,
15,000,000 reichemarks ----------------------------------- 3, 571, 0000

Mortgages on real estate not used for railway. operation, about
420,000 reichsmarks -------------------------------------- 100, 000

Capital stock authorized and issued 175,244,000 reichsmarks .... 41, 724, 762
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Including 62,000,000 reichemarks ($14,761,905) par value, capital stock, 50 per-
cent paid, the balance subject to call.

There are also outstanding 1,250 profit-sharing certificates (no par value),
the holders of which are entitled to one-quarter of the net profits after payment
of dividends at the rate of 8 per cent on the stock of the company.

Earning#.-The aggregate earnings of the lines now owned by the company
for 1925 and the estimated earnings for 1926 are as follows:

I I Operati
ng N e

t earningsOrossafter operat.

Year e ePenses, Ing expensesrevenues , ,--t-n---o,
and taxes mndtas

1925.............................................. - $7,367,000 $4. 077,000 $3, 290,000

192I ................................... ::.:1 6,000. 3, O 00 2,911,00

13 months estimated.

The net earnings in 1925 were equal (after deducting the above Dawes plan
charges) to over three times the annual interest cn these bonds. For the current
year the estimated net earnings are equal (after deducting the above Dawes plan
charges) to about two and three-quarters times such interest requirements. The
decrease in earnings for 1926 is mainly due to diversion of traffic to the surface
lines owned by the city in consequence of the lower fares still maintained on these
lines. There is, however, impending a general revision of fares on all the transit
lines now controlled by the city (including also the bus lines) which, it is confi-
dently expected, will result in increased traffic and earnings for the elevated and
underground lines. Furthermore, earnings should be materially increased
through the operation of over 4 miles of important extensions, service on which
began during 1926.

GROWTH OF TRAFFIC

Tile traffic of the entire rapid-transit system operated by the company has been
as follows: a

Length of Number of
Year lines (miles) passengers

1903 ......................................................................... 7.0 29, 62A, 463
1913 ......................................................................... 17.2 71,525,270
1921 ......................................................................... 23.5 95,928, 674
122 ........................................................................ 23.6 121.186,650
1923 ......................................................................... 28.0 167,547,008
1924 ......... ............................................................. 29.0 183,070,192
1925 ......................................................................... 29.0 172,531,558

DIVIDEND RECORD

Annual dividends have been paid since 1903 (the first complete year of opera-
tion), with the exception of 1923; the dividend rate was 5 per cent for 1924 and
7 per cent for 1925. The stock of the company is quoted on the Berlin Stock
Exchange at about par.

BOND PROVISIONS

The bonds will be dated October 1, 1926, measure October 1, 1956 and bear
interest at the rate of 6% per cent per annum, payable semiannually April 1 and
October 1. Principal and interest will be payable in United States gold coin
of the standard of weight and fineness existing on October 1, 1926, without deduc-
tion for any present or future German taxes, in New York City, at the office of'

Speyer & Co., fiscal agent for the loan. Such principal and interest shall also.
be collectible at the option of the holders, in Holland at the offices of Messrs.
Hope & Co., Neixeira de Mattos Brothers and Deutsche Bank, Amsterdam at the
equivalent in Guilders, the rate of exchange being fixed from time to time by
such houses. The bonds will be issued in coupon form, registerable as to princi--
pal, in denominations of $1,000 and $500.
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SINKING FUND AND BEDEMPTION

A cumulative sinking fund of approximately 1.2 per cent per annum is pro-
vided, sufficient to repay the entire Issue at or before maturity, to be applied to
the purchase of bonds at or below par and interest, or, if not so obtainable, to
redemption by lot at par and interest.

The company reserves the right to call for redemption on any interest date,
upon not less than three months' notice, all or any part of the bonds then out-
standing at 1024 per cent and interest, up to and including October 1, 1931,
and thereafter at par and interest.

GENERAL

All conversions from German to United States currency have been made at
4.20 Reichamarks to the dollar.

Application will be made to list these bonds on the New York Stock Exchange.
Doctor KARDING,

Treasurer of the City of Berlin.
P. WsIo,
H. WETTMAR

Managing biretors.

CONSOLIDATED MUNICIPAL LOAN

SIX MILLION DOLLAR 20-YEAR 7 PER CENT SECURED SINKING FUND GOLD BONDS,
EXTERNAL LOAN O 1;26

Authorized by and issued with the approval and under the control of the
Royal Hungarian Government.

Dated September 1 1926, due September 1, 1946. Interest payable January 1
and July 1. Principal and interest payable in New York City, in United States
gold coin of the present standard of weight and fineness free from all Hungarian
taxes, present or future, at the office of Speyer & Co., Ascal agents for the loan.

Coupon bonds in denominations of $1,000 and $500, registerable as to principal.
Cumulative sinking fund of about 2.36 per cent per annum, beginning January

1, 1927, sufficient to redeem the entire issue at or before maturity, to be applied
semiannually to redemption of bonds by lot at par.

Redeemable, as a whole or in part, on any interest date, upot not less than three
months' previous notice, at 102 per cent up to and including July 1, 1929, there-
after at 101 per cent up to and including July 1, 1931, and thereafter at par.
Hungarian Commercial Bank of Pest, Trustee.

Dr. John Bud, Minister of Finance, and Dr. Bela Scitovszky, Minister of In-
terior, of the Kingdom of Hungary, have furnished us the following statement:

SECURITY

The total authorized sisue of these bonds is limited to $6,000 000 The bonds
are issued with the approval and under the control of the Royal Hungarian
Government and will be the direct obligations of 32 Hungarian municipalities,
each being liable in proportion to its share in the proceeds of this loan. These
municipalities include most of the important cities, except Budapest, and have
about 1,000,000 inhabitants. In the event of any municipality for any reason
not being allotted its proportion of the loan and not becoming liable therefor
the Government will allot this sum to one or more other municipalities so that
the security as provided in the loan contract remains unimpaired.

The bonds will be secured by a direct charge on all the revenues of these
municipalities, subject only to the charge of the consolidated municipal loan of
1925 on the revenues of those municipalities which participated therein. The
aggregate revenues of these municipalities were in 1925 about $5,500,000, equal
(after deducting annual charges of about $645,000 for the service of that loan)
to more than eight times the annual interest and sinking fund on this loan.

For the service of this loan there have been specifically set aside revenues of
these municipalities to be collected by the Royal Hungarian Government, viz.,
their revenues from the income tax and turnover tax on sales (in excess of the
charges for the loan of 1925) and from the supplementary municipal tax (a surtax
on the government taxes on land, buildings, corporations, etc.). If in any
6-month period the receipts from these revenues, applicable to the service of
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this loan, should fall below twice the requirements and if the municipalities do
not provide their due proportion out of other revenues, the government agrees
to increase the rates of the income and supplementary municipal taxes and/or
to collect and make available additional revenues, so that the applicable revenues
hall 'Always amount to twice the interest and sinking fund on this loan.

The Royal Hungarian Government will place monthly in a special account,
to be controlled by a trustee for the bondholders, appointed by the bankers,
the revenues specifically set aside for the service of this loan, as stated above,
and other revenues collected by it applicable thereto. The trustee will retain
from these funds the sums required for semiannual interest and sinking fund
on this loan and remit monthly the amounts so retained to Speyer & Co., fiscal
agents.

The bonds will be further secured by a direct charge on all the assets of these
municipalities, subject only to the charge of the consolidated municipal loan of
1925 on the sets of those municipalities which participated therein. These
municipalities agree that, so long as any of the bonds are outstanding, they
will not, without the consent of the trustee, sell any part of their real property.
The aggregate value of their lands, buildings, public utility and other properties
is estimated at more than $60,000,000, whereof about $50,000,000 is the esti-
mated value of inconie producing properties, to which substailtial additions will
be made from the proceeds of this loan.

The assessed value of property subject to taxation in these municipalities is
about $210,000,000. The revenues of each of the municipalities in 1925
exceeded its expenditures.

The bonds are legal investments for trust funds In Hungary and for the Royal
Hungarian Postal Savings Bank.

The Royal Hungarian Government exercises a large measure of supervision
and control over the administration and finances of the municipalities.

PURPOSE

The proceeds of this loan will be expended under the control of the Royal
Hungarian Government for capital purposes, about 90 per cent income-produc-
ing properties and the remainder for sehoolt;, public buildings, etc.

DEBT

The total external debt of these municipalities including this loan is equal to
about $13 per capita and their internal debt is equal to about $1.10 per capita.

GENERAL

Hungary, with over 8,000,000 inhabitants, has a larger population than either
Holland or Belgium. In accordance with the plan of the League of Nations for
the financial and economic reconstruction of Hungary, an international loan
was issued in 1924 in the United States, England and other countries, yielding
over $50,000,000, about one-third of the proceeds of which is still available.
This reconstruction plan was so successful in the two years during which Hon.
Jeremiah Smith, jr., was commissioner general, that in June of this year the
council of the league declared that the financial stability of Hungary was assured
and it therefore terminated control by a commissioner general. During this
period the currency of the country was stabilized and a new monetary unit, the
pengo (the gold parity of which is equal to 17.49 cents), was adopted, to be
effective on January 1, 1927. The reserves in gold and foreign exchange of the
National Bank of Hungary, the bank of issue, are equal to more than 55 per
cent of the notes in circulation. The revenues of Hungary for the past two
years have greatly exceeded expenditures and the surplus for the fiscal year
ended June 30, 1926, according to preliminary figures, exceeded $12,000,000.

All conversions from gold crowns to United States currency have been made
at the rate of 20.26 cents to the gold crown.

Application will be made to list these bonds on the New York Stock Exchange.
All proceedings in connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Cadwalader, Wickersham & Taft, New
York, and Dr. Paul Mezel, Budapest.

We offer the above bonds for subscription, if, as, and when issued and received
by us, at 93% per cent and accrued interest, to yield about 7.65 per cent.

We reserve the right to close the subscription at any time without notice, to
reject any application anti to allot a smaller amount than applied for. Amounts
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due on allotment will be payable at our office in New York on or about
November 22, 1926, as called for, against delivery of interim receipts exchangeable
for definitive bonds when ready.

SPEYrR & Co.
OCTOBER 29, 1926.

HABANA ELECTRIC RAILWAY CO.

FIVE MILLION DOLLARS 6 PER CENT CUMULATIVE PREFERRED STOCK WITH
COMMON STOCK

Par value $100. Preferred to as assets and dividends. Dividends cumulative
from September 1, 1926. First dividend covering six months payable on March
1, 1927, dividends thereafter payable quarterly. Dividends free from present
normal Federal income tax. Redeemable as a whole or in part at any time at
$110 per share and accrued dividends on 30 days' notice.

The company will set apart in January of each year, beginning in 1932, out of
surplus or net profits a sinking fund of ;100,000, to be applied on April 1 to the
purchase by tender of preferred stock, if obtainable at or below $100 per share
and accrued dividends; sinking fund moneys which can not be so applied revert
to the company.

Delivery will be made in the form of the company's allotment certificates
described below calling for preferred stock and for common stock at the rate of
six-tenths of a share for each share of preferred stock.

Reference is made to the accompanying letter from Frank Steinhart, Esq.,
president of Habana Electric Railway Co., dated August 13, 1926, summarized
as follows:

CAPITALIZATION

(To be outstanding upon acquisition of properties)

Capital stock:
Preferred stock 6 per cent cumulative, authorized and issued..-- $5, 000, 000
Common stock (no par value), authorized 326,500 shares (of

which 126,500 shares will be reserved for subscription by
holders of common stock subscription warrants); to be
presently issued and outstanding ----------------- shares._ 200, 000

Funded debt:
Consolidated (first, closed) mortgage 5 per cent gold bonds of

predecessor company, due February 1, 1952, amount out-
standing $7,942,111, less $1,195,941 in treasury ----------- $6, 746, 170

Twenty-five year 53 per cent gold debentures, due September
1, 1951 ---------------------------------------------- $5,500,000

SYSTEM

Habana Electric Railway ,Co. (incorporated in Maine, August 11, 1926) will
acquire the street railways now owned by Habana Electric Railway, Light &
Power Co., by Camaguey Electric Co., S. A. and by Santiago Electric Light &
Traction Co. and all of the stock, except directors' qualifying shares, of Insular
Railway Co., which will own and operate a line from Habana to and within the
town of Marianao. The company will own and operate the street railways in
Habana, Camaguey, and Santiago, the three most important cities of Cuba,
with an aggregate of about 600,000 inhabitants.

The system will include a total of about 128 miles of railway (single track
measurement), viz. 107.6 miles in Habana and Marianao, 8.6 miles in Camaguey,
11.8 miles in Santiago. The company will own over 640 passenger cars, together
with other equipment, car barns, car construction and repair shops, etc. The
properties of the company are modern and have been maintained in a condition
of high operating efficiency. The value of the assets to be acquired, as shown by
the books of account of the companies above referred to, is in excess of $25,000,000.The indenture securing the consolidated mortgage bonds provides for a cumula-tive annual sinking fund sufficient to redeem these bonds by maturity.

Debentures may be tendered in lieu of cash at 103% per cent with adjustment
for accrued interest, by holders of the common stock subscription warrants
referred to above, in payment for common stock at $45 per share at any time prior
to September 1, 1951. For such subscription 126,500 shares of common stock
will be reserved.
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EARNINGS

The aggregate net earnings in 1925 of the lines which will form the new system
and the average of such earnings for the past six years were a follows:

Im Average

Not murnln after operating aense malntname end es ........ $1,881,128 00 $Z 021,179.00
Intet requirements of fined debt ................................ 639,80.00 69, am.00

Balance (before eerve for deprelation and consolidated mort-
gohsinkingfnd) .............................................. 1241,319.00 ,38i3.0

Dividend requirements of $8,000,000, a per cent cumulative preferred
stock ................................................................ 800,000. O 300,0a00

Balance .......................................................... 941, 819.00 1, 061, 870.8
Equal pr sabe of prersd sock to............................. 2482 27.62
Equal per bm of common stock to epsntyosadig(000

ars) to.................................................. 4L70 5-40

As shown by the above earnings, the system of the new company has been
profitably operated under a 5-cent fare in accordance with the terms of the
franchises. Since the beginning of electric operation in 1901 the street railways
in Havana have never had an unprofitable year. During the past 15 years
the minimum earnings in any year, of the Havana lines al-ce, after operating
expenses, maintenance and taxes, were $1,445,185 and the average earnings were
$1,697,341 per annum.

GENERAL

The lines will be operated under existing franchises none of which expires
before 1958.

The new company will be under the same management which has successfully
operated the properties of Havana Electric Railway, Light & Power Co. and
predecessor companies for about 20 years. Havana Electric & Utilities Co.,
which is controlled by Electric Bond & Share Co., will either itself or through a
subsidiary have a substantial interest In the common stock of the new company
and will be represented on its board of directors.

PREFERRED STOCK ALLOTMENT CERTIFICATES

The allotment certificates of the company will be exchangeable for definitive
certificates of preferred stock and of common stock on October 1, 1927, or earlier
at the option of Speyer & Co., and will provide that dividends In respect of stock
called for by the allotment certificates will be paid to the holdersof the allotment
certificates.

Application will be made to list the allotment certificates on the New York
Stock Exchange.

All proceedings in connection with the issuance of the above stock and allot-
ment certificates are subject to the approval of our counsel, Messrs. Root, Clark,
Howland and Ballantine.
. Allotment certificates for a large part of the above stock having been withdrawn

for sale in Cuba and abroad, we offer the balance for subscription if, as and when
issued and received by us, at $100 per share of preferred stock with six-tenths of
a share of common stock (dividends accruing on preferred stock from September
1 to be added).

Subscriptions in Cuba will be received by Banco del Comercio, Havana.
We reserve the right to close the subscription at any time without notice, to

reject any application and to allot a smaller amount than applied for. Amounts
due on aflotment will be payable at the office of Speyer & Co 24-26 Pine Street,
in New York funds, on or about September 1, 1926, as called for, against delivery
of interim receipts exchangeable for allotment certificates of the company when

SPEYER & Co.
J. & W. SELIGMAN & CO.
HEMPHILL, NOYES Co.
OTIS & Co.
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HABANA ELECTRIC RAILWAY CO.,New York, August 13, 19*0.

MESSRS. SPEYER & Co., New York.

DEAR SIRS: I take pleasure in giving you the following Information concerning
Habana Electric Railway Co.

SYSTEM

Habana Electric Railway Co. (incorporated in Maine, August 11, 1926), will
acquire the street railways now owned by Habana Electric Railway, Light &
Power Co., by Camaguey Electric Co., S. A. and by Santiago Electric Light &
Traction Co. (Compaflia Electrica de Alumbrado y Traccion de Santiago) and
all of the stock, except directors' qualifying shares, of Insular Railway Co., which
will own and operate a line from Habana to and within the town of Marianao.
The dompany will own and operate the dtreet railways in Habana, Camaguey,
and Santiago,, the three most important cities of Cuba, with an aggregate of
about 600,000 inhabitants.

The system will include a total of about 128 miles of railway (single track
measurement), viz. 107.6 miles In Habana and Marianao, 8.6 miles in Camaguey,
11.8 miles in Santiago. The company will own over 640 passenger cars, together
with other equipment, car barns, car construction, and repair sh,)ps, etc. The
properties of the company are modern and have been maintained in a condition
of high operating efficiency. The value of the assets to be acquired, as shgwn
by the books of account of the companies above referred to, is in. excess
of $25,000,000.

CAPITALIZATION

The capitalization of the company to be outstanding upon acquisition of the
properties is as follows:
Capital stock:

Preferred stock 6 per cent cumulative, authorized and issued-. $5, 000, 000
Common stock (no par value), authorized 326,500 shares (of

which 126,500 shares will be reserved for subscription by
holders of common stock subscription warrants); to be
presently issued and outstanding ------------- (shares).. 200, 000

Funded debt:
Consolidated (first, closed) mortgage 5 per cent gold bonds of

predecessor company, due Feb. 1,1952, amount 4 outstanding,
$7,942,111, less $1,195,941 in treasury ----------------- $6, 746, 170

Twenty-five year 5 j per cent gold debentures, due Sept. 1, 1951 - 5, 500, 000
The company will also issue transferable subscription warrants entitling the

holders to subscribe in the aggregate for 126,500 shares of common stock, at any
time prior to September 1, 1951, at $45 per share and to tender the above de-
bentures in lieu of cash at 1032 per ceunt of their principal amount with adjust-
ment for accrued interest.

The indenture securing the consolidated mortgage bonds provides for a cumula-
tive annual sinking fund sufficient to redeem these bonds by maturity. Pay-
ments for this purpose under the terms of the mortgage will be about $169,000
(in cash or in these bonds at 105 per cent of their principal amount) for the
current year and will increase each year as the interest, in respect of bonds so
redeemed hereafter, is added to the sinking fund.

The debenture agreement will provide that additional debentures may be
issued for additions, betterments and improvements and for refunding of funded
debt, but only if, for a period 12 consecutive months within the 15 months pre-
ceding application to the trustee for such issue, net earnings (as defined in the
agreement) have amounted to at least two and one-half times the annual interest
charges on the debt of the company, including interest on debentures which it is
proposed to issue.

9 2 928-32-T 2- 25
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EARNINGS

The aggregate earnings for the past six years of the lines to be acquired by the
new company were as follows:

Net earn- Net earn.
Operating inp, after Operating wings, after
expenses, operating o expense" operating

Year Oross reve- mainte- experLses, Year mss nmint expenses,nues nance and mainte- nues nance and mainte.
taxes nance and taxes nance and

taxes taxes

1920 ... $5,747,722 $3,962,626 $1,785,096 1923. _..$6,541,941 $4,231,951 $2,309,99M
1921 .......... 645,581 4,777,133 1,868,448 1924 ......... 6,640.897 4,589,801 2,051,091
1922 ........ 6,386,179 4,153,862 2,231,317 1925 .......... 6,967,054 5,085,926 1,881,128

During the year 1925, the lines of the system carried a)proximately 136,000,000
passengers (121,625,500 in Habana and Marianao, 8,600,000 in Santiago, and
5,500,000 in Camaguey). The gross revenues were equal to about $54,500 per
mile of all track, or about 50 per cent more than the average as reported for
street railways in representative cities of the United States. The ratio of oper-
ating expenses (including taxes) to gross revenues in 1925 was approximately
73 per cent, or about 7 per cent lower than the ratio as reported for street railways
in the cities of the United States referred to.

The traffic which had developed by 1921 on the lines in Habana taxed existing
facilities and to provide for growth considerable additions were made during 1924
and 1925, which resulted in larger gross revenues. Service on extensions has
for the tinie being added disproportionately to operating expenses, but as these
facilities are more fully utilized, net earnings should increase.

The aggregate net earnings in 1925 of the lines which will form the new system
and the average of such earnings for the past six years were as follows:

1 Average,1025 i1920-1925

Net earnings after operating expenses, maintenance, and taxes .......... $1,881
Interest requirements of funded debt .................................. 63

Balance (before reserve for depreciation and consolidated mort- j
gage sinking fund) ................................... 1, 241

Dividend requirements of $5,000,000, 6 per cent cumulative preferred
s t o c k . . . . . . . . . . . . . . . . . . .... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 0 0

Balance ........................................................... 941
Equal per sare of preferred stock to .........................
Equal per share of common stock to be presently outstanding (200000snares) to .............................................................

1,128. 00 $2, 021,179.00
P, 8o. O0 i 639, 09. 00

,319.00 1, 381,370.00

1,000.00 300,000.00

1,319.00 1,081,370.00
24.82 27.82

As shown by the above earnings, the system of the new company has been
profitably operated under a 5-cent fare in accordance with the terms of the
franchises. Since the beginning of electric operation in 1901 the street r'ailways
in Habana have never had an unprofitable year. During the past 15 years the
minimum earnings in any year, of the Habana lines alone, after operating ex-
penses, maintenance and taxes, were $1,445,185 and the average earnings were
$1,697,341 per annum.

PREFERRED STOCK

The amount of preferred stock authorized aiid to be issued is $5,000,000.
The preferred stock will be entitled inl preference to the common stock to

dividends at the rate of 6 per cent per annum cumulative from September 1, 1926.
Dividends will be payable quarterly March 1, June 1, September 1, and Decem-
ber 1, except that the first dividend covering six months will be payable March
1, 1927. In any distribution of assets other than by dividends froin surplus or
net profits, the preferred stock shall be entitled, in preference to the common
stock to receive the par value, $100 per share, and accrued dividends. The pre-
ferred stock may be redeemed as a whole or in part at any time at $110 per snare
together with all accrued dividends, on 30 days' notice. 'Each share is entitled to

I
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one vote. No class of stock entitled to priority over the preferred stock as to
dividends or assets shall be created without the consent of at least two-thirds of
the holders of the preferred stock present and voting at the meeting at which the
creation of such class of stock is considered. The written consent of the holders
of at least two-thirds of the preferred stock then outstanding or the affirming
vote of the holders of two-thirds of the shares of preferred stock present at the
meeting at which such vote is cast, i3 required for sale of all of the property,
franchises or privileges of the company, consolidation or merger with any other
corporation, transfer of all of its property or franchises to a new corporation,
execution and delivery of any mortgage creating a lien on any of the company's
property, or the creation of any funded debt, other than debentures issuable
under the terms of the debenture agreement to be dated September 1, 1926,
purchase money mortgages, or acquisition of property subject to mortgage.

PREFERRED-STOCK SINKING FUND

During the month of January in each year, beginning in 1932, the company
will set apart out of surplus or net profits'as a sinking fund the sum of $100,000
to be applied to the purchase of preferred stock at a price not exceeding par and
accrued dividends. The company will advertise for written proposals to sell to
it, on the first day of April next succeeding, shares of the preferred stock and the
company will apply the above amount to the purchase of shares offered at the
lowest price not exceeding par and accrued dividends. Sinking-fund moneys
which can not be so applied will revert to the company. All stock purchased
or acquired through the operation of such sinking fund will be canceled and not
resold or reissued.

PREFERRED-STOCK ALLOTMENT CERTIFICATES

The allotment certificates of the company will be exchangeable for definitive
certificates of preferred stock and of common stock on October 1, 1927, or earlier
at your option, and will provide that dividends in respect of stock called for by
the" allotment certificates will be paid to the holders of the allotment certificates.

GENERAL

The company will be assured of an ample and dependable supply of power
through favorable long term contracts with the companies furnishing electric
service to the cities of Htabana, Camaquey, and Santiago.

The lines of the company will be operated under existing franchises none of
which expires before 1958.

The new company will be under the same management which has successfully
operated the properties of Habana Electric Railway, Light & Power Co. and
predecessor companies for about 20 years. Habana Electric & Utilities Co.,
which is controlled by Electric Bond & Share Co., will either itself or through a
subsidiary have a substantial interest in the common stock of the new company
and will be represented on its board of directors.

The company will make application to list the allotment certificates, preferred
stock, and common stock on the New York Stock Exchange.

Very truly yours, FRANK STEINHART, President.

HABANA ELECTRIC RAILWAY CO.

TWENTY-FIVE YEAR 5 PER CENT GOLD DEBENTURES WITH 25-YEAR SUBSCRIPTION
WARRANTS FOR COMMON STOCK. FIVE MILLION FIVE HUNDRED THOUSAND DOL-
LARS. DATED SEPTEMBER 1, 192 DUE SEPTEMBER 1, 1951

Interest payable March 1 and September 1 without deduction for any normal
Federal income tax up to 2 per cent. Principal and interest payable in New
York City or in Habana in United States gold coin. Coupon debentures in de-
nomination of $1,000, reglsterable as to principal.

The company reserves the right to call for redemption on the 1st day of any
month, upon not less than 30 days' previous notice, all or any part of the above
debentures at 103% per cent and accrued interest.

Central Union Trust Co. of New York, trustee. With each debenture will be
-delivered a transferable subscription warrant entitling the holder to subscribe
at any time prior to September 1, 1951, for 23 shares of common stock of the
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company at $45 per share and to tender debentures in lieu of cash at 103Y per
cent of their principal amount, with adjustment for accrued interest.

Reference is made to the accompanying letter from Frank Steinhart, Esq
president of Habana Electric Railway Co., dated August 13, 1926, summarized
as follows:

CAPITALIZATION

(To be outstanding upon acquisition of properties)

Funded debt:
25-year 5y per cent gold debentures, due Sept. 1, 1951 ------- $5, 500, 000
Consolidated (first, closed) mortgage 5 per cent gold bonds of

predecessor company, due Feb. 1, 1952, amount outstanding
$7,942,111. less $1,195,941 in treasury ----------------- $6, 746,170

Capital stock:
Preferred stock 6 per cent cumulative, authorized and issued.. - $5, 000, 000
Common stock (no par value), authorized 326,500 shares (of

which 126,500 shares will be reserved for subscription by
holders of common stock subscription warrants); to be pres-
ently issued and outstanding ------------------- shaies..- 200, 000

SYSTEM

Habana Electric Railway Co. (incorporated in Maine, August 11, 1926) will
acquire the street railways now owned by Habana Electric Railway, Light &

Power Co., by Camaguey Electric Co., S. A., and by Santiago Electric Light &
Traction Co., and all of the stock, except directors' qualifying shares, of Insular
Railway Co., which will own and operate a line from Habana to and within the
town of Marianao. The company will own and operate the street railways in
Habana, Camaguey, and Santiago; the three most important cities of Cuba, with
an aggregate of about 600,000 inhabitants.

The system will include a total of about 128 miles of railway (single-track
measurement) viz, 107 6 miles in Habana and Marianao, 8.6 miles in Camaguey,
11.8 miles in Santiago. The company will own over 640 passenger cars, together
with other equipment, car barns, car construction and repair shops, etc. The
properties of the company are modern and have been maintained in a condition
of high operating efficiency. The value of the assets to be acquired, as shown
by the books of account of the companies above referred to, is in excess of
$25,000,000.

The indenture securing the consolidated mortgage bonds provides for a cumu-
lative annual sinking fund sufficient to redeem these bonds by maturity.

EARNINGS

The aggregate net earnings in 1925 of the lines which will form the new system
and the average of such earnings for the past six years, as stated below, were
equal to about three times the total annual interest requirements of the funded
debt of the new company and, after deducting the interest requirements of the
consolidated mortgage 5 per cent bonds, to more than five times the annual
interest on the debentures.

1923 Average,

Net earnings after operating expenses, maintenance and tases ............. $1,881,1281 $2,021,179

Interest requirements of funded debt:
Consolidated mortgage 5 per cent bonds ..................................... 337309........
$5,500,000 3) per cent debentures ......................................... 30,00t.

3980 639, SM
Balauee (before reserve for depreciation and consolidated mortgage sinking

fund) ................................................................... 1,241,319 1,381,3-0
Dividend requirements of $5,000,000 6 per cent cumulative preferred stock ....... 300, 000 300000

Balance ................................................................... 941,319 1, 081.370
Equal per share of common stock to be presently outstanding (200,000 shares) to. 4.70 5.40
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As shown by the above earnings, the system of the new company has been
profitably operated under a 5-cent fare in accordance with the terms of the
franchises. Since the beginning of electric operation in 1901 the street railways
in Habana have never had an unprofitable year. During the past 15 years
the minimum earnings in an3 year, of the Habana lines alone, after operating
expenses, maintenance, and taxes, were $1,445,185 and the average earnings
were $1,697,341 per annum, or about $1,060,000 more than the annual require-
ments of the new company for interest on its funded debt.

GENERAL

The lines will be operated under existing franchises none of which expires
before 1958.

The new company will be under the same management which has successfully
operated the properties of Habana Electric Railway, Light & Power Co. and
predecessor companies for about 20 years. Habana Electric & Utilities Co.,
which is controlled by Electric Bond & Share Co., will either itself or through a
subsidiary have a substantial interest in the common stock of the new company
and will be represented on its board of directors.

Application will be made to list these debentures on the New York Stock
Exchange.

All proceedings in connection with the issuance of the above debentures and
subscription warrants are subject to the approval of our counsel, Messrs. Root,
Clark, Howland & Ballantine.

We offer the above debentures with subscription warrants for common stock,
if, as and when issued and received by us, at 92 per cent and accrued interest, to
yield 6V8 per cent.

Subscriptions will also be received in Cuba by Banco del Comercio, Habana.
We reserve the right to close the subscription at any time without notice, to

reject any application, and to allot a smaller amount than applied for. Amounts
due on allotment will be payable at the office of Speyer & Co., 24-26 Pine Street,
in New York funds on or about September 1, 1926, as called for, against delivery
of interim receipts exchangeable for definitive debentures and subscription war-
rants when ready. SPEYER & CO.,

J. & W. SELIGMAN & Co.,
HIEMPHILL, NOYES & Co.,
OTIS & CO.

AUGUST 16, 1926.

IABANA ELECTRIC RAILWAY CO.,
New York, August 13, 1926.Messrs. SPEYER & CO.,

New York.
DEAR SIR: I take pleasure in giving you the following information concerning

Habana Electric Railway Co.:
ystem.-Habana Electric Railway Co. (incorporated in Maine August 11,

1926) will acquire the street railways now owned by Habana Electric Railway,
Light & Power Co., by Camaguey Electric Company, S. A.. and by Santiago
Electric Light & Traction Co. (Compania Electrica do Alumbrado y Traccion
de Santiago), and all of the stock, except directors' qualifying shares, of Insular
Railway Co., which will own and operate a line from Habana to and within the
town of Marianao. The company will own and operate the street railways in
Habana, Camaguey, and Santiago, the three most important cities of Cuba,
with an aggregate of about 600,000 inhabitants.

The system will include a total of about 128 miles of railway (single-track
measurement), viz, 107.6 miles in Habana and Marianao, 8.6 miles in Camaguey,
11.8miles in Santiago. The company will own over 640 passenger cars, together
with other equipment, car barns, car construction and repair shops, etc. The
properties of the company are modern and have been maintained in a condition
of high operating efficiency. The value of the assets to be acquired, as shown by
the books of account of the companies above referred to, is in excess of $25,000,000.
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Capitalization.-The capitalization of the company to be outstanding upom
acquisition of the properties is as follows:

Funded debt:
25-year 5% per cent gold debentures, due Sept. 1, 1951 --------. $5, 500,000
Consolidated first (closed) mortgage 5 per cent gold bonds of

predecessor company, due Feb. 1, 1952-amount outstand-
ing $7,942,111, less $1,195,941 in Treasury ------------- . 746, 170

Capital stock:
Preferred stock, 6 per cent cumulative, authorized and issued.. - 85. 000. 000
Common stock (no par value) -authorized 326,500 shares (of

which 126,500 shares will be reserved for subscription by
holders of common-stock subscription warrants); to be pres-
ently issued and outstanding (shares) -------------------- 200,000

The company will also issue transferable subscription warrants entitling the
holders to subscribe in the aggregate for 126,500 shares of common stock. at any
time prior to September 1, 1951, at $45 per share and to tender the abovedeben-
tures in lieu of cash at 103% per cent of their principal amount with adjustment
for accrued interest.

The indenture securing the consolidated mortgage bonds provides for a cumu-
lative annual sinking fund sufficient to redeem these bonds by maturity. Pay-
ments for this purpose under the terms of tbe mortgage will he about 8169.000
(in cash or in these bonds at 105 per cent of their principal amount) for the current
year and will increase each year as the interest, in respect of bonds so redeemed
hereafter, is added to the sinking fund.

The debenture agreement will provide that additional debentures may be
issued for additions, betterments, and improvements and for refunding of funded
debt, but only if, for a period of 12 consecutive months within the -15 months
preceding application to the trustee for such issue, net earnings (as defined in the
agreement) have amounted to at least two and one-half times the annual interest
charges on the debt of the company, including interest on debentures which it is
proposed to issue.

Earnings.-The aggregate earnings for the past six years of the lines to be
acquired by the new company were as follows:

"Ne ena-

firosa is u.C~Ti~l
Year r . r;*sg

WC$.e nII.-(
. 
dn,

1920 ............................................................... $5. 744 1". .4I . am
1921 ............... ............................................. l5 W% 581I L-.I. IU-L SO& 44
1922 ........................................................... .sWs19 .u SLs-Q- 2: 3.317
1923 ................................................................ t 6.51,941 4.231.91 ZVW M
1924 ...............................................................6. 6K . 4. WL, . oI 1 0 1
1925 .............................................................. 6,967,054 53 ,. L qsL L

During the year 1925 the lines of the system carried approximately 136,000.000
passengers (121,625,500 in Havana and Marianao, 8,600,000 in Sgwtiago, and
5,500,000 in Camaguey). The gross revenues were equal to about -54,500 per
mile of all track, or about 50 per cent more than the average as reported for street
railways in representative cities of the United States. The ratio of operating
expenses (including taxes) to gross revenues in 1925 was appro.imatelr 73 per
cent, or about 7 per cent lower than the ratio as reported for street railway-s in the
cities of the United States referred to.

The traffic which had developed by 1921 on the lines in Habana taxed existing
facilities and to provide for growth considerable additions were made during 1924
and 1925, which resulted in larger gross revenues. Service on extensions has for
the time being added disproportionately to operating expenses, but as there facili-
ties are more fully utilized, net earnings should increase.The aggregate net earnings in 1925 of the lines which will form the new system
and the average of such earnings for the past six years, as stated below, were equal
to about three times the total annual interest requirements of the funded debt
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o the new company and, after deducting the interest requirements of the con-
solidated mortgage 5 per cent bonds, to more than five times the annual interest
on the debentures.

Average
1925 1920-1925

Net earnings after operating expenses, maintenance and
taxes ----------------------------------- $1, 881,128 $2,021,179

Interest requirements of funded debt:
Consolidated mortgage 5 per cent bonds- $337, 309
$5,500,000 5, per cent debentures ---- 302, 500

639, 809 639, 809

Balance (before reserve for depreciation and con-
solidated mortgage sinking fund) -------------- 1,241,319 1,381,370

Dividend requirements of $5,000,000 6 per cent cumula-
tive preferred stock --------------------------- 300, 000 300, 000

Balance ---------------------------------- 941,319 1,081,370
Equal per share of common stock to be presently out-

standing (200,000 shares) to- ---------------------- 4.70 5. 40
As shown by the above earnings, the system of the new company has been

profitably operated under a five-cent fare'in accordance with the terms of the
franchises. Since the beginning of electric operation in 1901 the street railways
in Habana have never had an unprofitable year. During the past 15 years the
minimum earnings in any year, of the Hab'ana lines alone, after operating ex-
penses, maintenance and taxes, were $1,445,18'5 and the average earnings were
$1,697,341 per annum or about $1.060,000 more than the annual requirements of
the new company for interest on its funded debt.

DEBENTURE PROVISIONS

These $5,500,000 debentures will be issued under a debenture agreement with
Central Union Trust Co. of New York as trustee, will be dated September 1,
1926, mature September 1, 1951 and bear interest at the rate of 5% per cent per
annum, payable semiannually September 1 and March 1. Principal and inter-
est will be payable in United States gold coin of the standard of weight and fine-
ness existing on September 1, 1926, in New York or at the option of the holder in
Habana, interest to be payable without deduction for the normal Federal income
tax up to 2 per cent per annum. All or any part of the debentures will be
redeemable, at the option of the company, on the first day of any month upon
not less than 30 days' previous notice at 103% per cent and accrued interest.
The debentures will be issued in coupon form, registerable as to principal, in the
denomination of $1,000.

GENERAL

The company will be assured of an ample and dependable supply of power
through favorable long-term contracts with the companies furnishing electric
service to the cities of Habana, Camaguey, and Santiago.

The lines of the company will be operated under existing franchises none of
which expires before 1958.

The new company will be under the same management which has successfully
operated the properties of Habana Electric Railway, Light & Power Co. and
predecessor companies for about 20 years. Habana Electric & Utilities Co.,
which is controlled by Electric Bond and Share Co., will either itself or through a
subsidiary have a substantial interest in the common stock of the new company
and will be represented on its board of directors.

The company will make application to list the debentures on the New York
Stock Exchange.

Very truly yours, (Signed) FRANK STEINHART,

President.
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STATE OF SAO PAULO (UNITED STATES OF BRAZIL)

SEVEN MILLION FIVE HUNDRED THOUSAND DOLLARS 7 PER CUNT SECURED
SINKING FUND GOLD BONDS, EXTEIRNAL WATER WORKS LOAN OF 1111

Dated March 1, 1926; due September 1, 1956.
These bonds and £2,500,000 sterling bonds to be offered simultaneously? in

London by Messrs. Baring Brothers & Co., (Ltd.), N. M. Rothschild & Sons,
and J. Ilenrv Schruder & Co., constitute the total authorized amount of this loan.

Interest payable March 1 and September 1. Principal and interest payable
in New York City either at the office of Speyer & Co. or of J. Henry Schrider
Banking Corporation, in United States gold coin of the present standard of
weight and fineness, uithout deduction for any Brazilian taxes, present or future.
Coupon bonds in denominations of $1,000 and $500, registerable as to principal.

Cumulative sinking fund of approximately 1 per cent per annum, sufficient to
redeem the entire issue at or before maturity, to be applied semiannually to
redemption of bonds through purchase in the market at or below par and accrued
interest, or, if not so obtainable, through drawings by lot at par and accrued
interest.

Not subject to call before September 1, 1936, except for sinking fund-Callable
as a whole at 102 per cent and accrued interest on that date or any interest date
thereafter, at the option of the Government, upon not less than six months'
notice.

Security: These bonds will be the direct obligation of the State of Sao Paulo,
the most important State of Brazil, and together with £2,500,000 sterling bonds
will be secured by (a) A first direct mortgage on the water supply and sewerage
systems serving the city of Sao Paulo, the capital of the State, with a population
of about 800,000, and on all additions, betterments and extensions thereto to be
constructed out of the proceeds of this loan. The water supply and sewerage
systems pledged are owned by the State and their value, together with the
estimated cost of the additions, betterments and extensions, will amount to
about $33,000,000. (b) A first charge on the receipts from the water and sewer-
age taxes in the city of Sao Paulo, levied and collected by the State, the dollar
bonds sharing in these receipts to the extent of three-eighths of the total. The
receipts from these taxes for the past three years, calculated on the basis of rates
now in effect, would have averaged about $2,125,000 per annum and for the year
1925 would have amounted to about $2,330,000, equal to approximately 1 times
the total annual interest and sinking fund requirements of the loan. These
revenues, it is expected, will he Inaterially increased as a result of the extension
of the water supply and sewerage systems.

The loan contract provides for reittance of the funds required for the annual
service of these bonds in monthly installments to the fiscal agents of the dollar
bonds in New York.

Purpose: The proceeds of this loan are to be used for additions, betterments,
and extensions to the water supply and sewerage systems of the city of Sao Paulo.

Debt: The external funded debt of the State, including this loan and also ap-
proximately $24,300,000 bonds in effect guaranteed by the State, amounts to
about $110,000,000, equal to about $22 per capita. The internal debt as of De.
cenber 31, 1025, amounted to about $68,000,000.

State-owned properties: The State owns properties, the present value of which
may be estimated at about $225,000,000; the most important of these properties
are railways, the water-supply systenh of the city of Sao Paulo and the sanitary
works of this and other cities.

General: Sao Paulo, known as the Empire State of the Republic of Brazil,
occupies an area of about 112,000 square miles :!nd is substantially equal in size
to the State of New York and the New England States combined. The popula-
tion is estimated at over 5,000,000. Sao Paulo is the principal agricultural and
industrial State of Brazil and wore than one-half of the total world production of
coffee is grown in the State. The value of Sao Paulo coffee exported in 1925 was
(at the official rate of exchange) about $239,000,000. Other leading agricultural
products include cotton, tobacco, and sugar. Cattle raising and meat packing
are important industries and rapid progress has been made in textile and other
industries.

The value of commodities produced in the State, which were exported through
the port of Santos to foreign countries and shipped to other States of Brazil during
the year 1924, amounted (at the official rate of exchange) to about $273,00b,000.
This amount includes exports to the United States valued at about $142,000,000,
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the chief item of which was coffee. The foreign commerce passing through the
port of Santos during that year consisted of exports of the value of about $255,-
000,000, or about one-half'of the total for Brazil, and imports of the value of
about $116,000,000, or about one-third of the total.

The wealth of the State, public and private, has been estimated at about
$4,000,000 000

The credit of Sao Paulo has always ranked high and the State has always met its
obligations. The outstanding external bonds of the State, issued before the war,
bear interest at the rate of 5 per cent and were placed in England, France, Ger-
many, Belgium, Holland and Switzerland on a 5.10 per cent to a 5.4) per cent
basis.

Conversion from milreis into dollars has been made at the rate of 15 cents per
milreis, approximately the current rate of exchange, except as otherwise stated.
Other currencies have been converted at par of exchange.

Application will be made in due course to list these bonds on the New York
Stock Exchange.

All proceedings in connection with the issuance of these bonds are subject to
the approval of our counsel, Messrs. Curtis, Mallett-Prevost, Colt & Mosle.

We offer the above bonds for subscription if, as, and when issued and received
by us, at 96% per cent and accrued interest, to yield about 7.30 per cent.

We reserve the right to close the subscription at any time without notice, to
reject any application, and to allot a smaller amount than applied for. Amounts
due on allotment will be payable at the office of Speyer & Co., 24 and 26 Pine
Street, in New York funds on or about April 23,1926, as called for, against delivery
of interim receipts exchangeable for definitive bonds when ready.

SPEYER & CO.
BLAIR & Co. (INC.)
LADENBURO, THALMANN & Co.
THE EQUITABLE TRUST CO. OF NEW YORK.
J. HENRY SCHRODER BANKING CORPORATION.
E. H. ROLLINS & SONS.
BLYTH, WITTER & CO.

The above statements have been obtained partly by cable from official and
other sources which we consider reliable.

MARCH 23, 1926.

CITY OF LEIPZIG, GERMANY

FIVE MILLION DOLLARS 7 PER CENT SINKING-FUND GOLD BONDS, EXTERNAL LOAN
OF 1926

One million two hundred and fifty thousand dollars bonds of the present offer-
ing have been withdrawn for sale in Holland and Switzerland. Dated February
1, 1926. Due February 1, 1947.

Interest payable February 1 and August 1. Principal and interest payable in
New York City, in United States gold coin of, or equal to, the present standard
of weight and fineness, free from all past, present, or future taxes of the German
Republic, or of any State, municipality, or other taxing authority therein, at
the office of Speyer & Co., fiscal agents for the loan.

COUPON BONDS IN DENOMINATIONS OF $1,000 AND $W0, REGISTERABLE AS TO PRINCIPAL

Annual cumulative sinking-fund payments, beginning October 1, 1927, suffi-
cient to redeem the entire issue at or before maturity, to be applied to redemption
of bonds by purchase in the market at or below par and accrued interest, or, if
not so obtainable, through drawings by lot for payment at par and accrued
interest on February 1 of each year, beginning in 1928. In lieu of cash payments
the city may tender bonds at par.

The city reserves the right to call for redemption, upon not less than six weeks'
notice, on February 1, 1931, or any interest date thereafter, all or any part of
the bonds then outstanding, at 102 per cent and accrued interest up to and in-
cluding August 1, 1935, and thereafter at par and accrued interest.

Doctor Rothe, mayor in chief of the city of Leipzig, has furnished the following
statement:

The total authorized issue of these bonds is limited to $5,000,000. The bonds
are issued with the approval of the German and Saxon governmental authorities
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and will be the direct obligation of the city of Leipzig. The city covenants that,
if in the future it shall issue any loan secured by a lien on any of its revenues
or assets, these bonds shall be secured equally and ratably with such loan.

The city of Leipzig, with about 680,000 inhabitants, is the largest city of the
Free State of Saxony, ranks fifth in population among the cities of Germany,
and is onc of its most important industrial and commercial centers. Its leading
industries include the manufacture of wo'ilen, cotton, and other textiles, machin.
ery, and electrical equipment. The city is famous for its book trade and has
an extensive fur trade. The Leipzig Sample Fair, the oldest in Germany, held
twice a year, attracts large numbers of buyers from Germany and other countries.
The city, is the seat of the Supreme Court of Germany, and the University of
Leipzig is one of the oldest and largest in the country.

The value of property subject to taxation in the city is estimated at $600,000,000
and the taxable income of the inhabitants for the year 1924 was over $170,000,000.
The city owns productive enterprises (including water supply, gas, electric light
and power plants, street railways, markets, stockyards) and valuable real estate,
municipal buildings, etc., the value of which is conservatively estimated, after
very liberal deductions for depreciation, at approximately $57,200,000. The
gross revenues of productive enterprises, for the year ended March 31, 1925,
were about $12,725,000; each was operated at a profit and their total net profits
were about $2,100,000, after substantial reserves for depreciation. The total
revenues of the city, derived principally from taxation and from municipally
owned properties, were for the above fiscal year about $34,672,000 as against
expenditures of about $34,094,000 for the same period.

The proceeds of the loan will be used for additions and betterments to the
city's electric light and power plants and gas works, which should add sub-
stantiallv to its revenues.

These. $5,000,000 bonds are the only external debt of the city. The internal
debt, other than about $1,200,000 secured by mortgages on real estate owned
by the city, consists of obligations heretofore incuirred in the former currency of
Germany. the total liability for which (under the terms of the law of the German
Republic'of July 16, 1925, for the revaluation of public obligations), it is esti-
mated, will not exceed $21,100,000. The property of the city and its revenues
from taxes are not subject to any charges for reparation payments under the
Dawes plan. Certain municipal enterprises are by law required to make un-
secured annual payments in place of secured yearly payments imposed under
the Dawes plan on similar private industrial undertakings. Payments in
respect of Leipzig's municipally owned utilities for this purpose are estimated
at not to exceed $13,000 per annum.

The credit of the city of Leipzig has always ranked high, and for a period of
over 30 years before the war the city issued only 3, 3,, or 4 per cent bonds.

All conversions from German to United States currency have been made at
par of exchange (4.20 Reichsmarks to the dollar).

Application will be made to list these bonds on the New York Stock Exchange.
All proceedings in connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Cadwalader, Wickersham & Taft.
We offer the above bonds for subscription, if, as and when issued and received

by us, at 04% per cent and accrued interest, to yield 7% per cent.We reserve the right to close the subscription at any time without notice, to
reject any application and to allot a smaller amount than applied for. Amountsdue on allotment will be payable at our office, 24 and 26 Pine Street, in New

York funds on or about March 26, 1926, as called for, against dleliv'ery of interimreceipts exchangeable for definitive bonds when ready.

MARCH 2, 1926.

HAMBURG-AMERICAN LINE, HAMBURG-AMERIKANISCHE PACKETFAHRT-ACTIEN-
GESELISCHAFT (HAPAG)

SIX MILLION FIVE HUNDRED THOUSAND DOLLARS FIRST MORTGAGE 8 PER CENT
MARINE EQUIPMENT SERIAL GOLD BONDS

Dated December 1, 1925. Due $500,000 annually December 1, 1928-1940.
Interest payable June 1 and December 1. Principal and interest payable in

New York City, either at the office of Speyer & o. or of J. Henry Schroder
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Banking Corporation, in United States gold coin of, or equal to, the present
standard of weight and fineness, free from all past, present, or future taxes of the
German Republic, or of any State, municipality, or other taxing authority therein.

COUPON BONDS IN DENOMINATION OF $1,000, REGISTERABLE AS TO PRINCIPAL

Not callable before December 1, 1930. The company reserves the right to call
for redemption at 101 per cent, on that date or any interest date thereafter, all
of the bonds then outstanding, or any part (in the reverse order of their maturity),
upon not less than 60 days' previous notice.

Guaranty Trust Co. of New York, trustee, Treuhand-Gesellsehaft, Berlin,
cotrustee.

Herr Max Warnholtz and Dr. Albert Hopff, managing directors of the Ham-
burg-American Line, have summarized their accompanying letter of December 5,
1925, as follows:

Security: The bonds will be issued pursuant to an indenture with the Guaranty
Trust Co. of New York, trustee, and the Deutsche Treuhand-Gesellsehaft,
cotrustee, and will be secured by a direct first mortgage to the cotrustee on the
company's entire fleet of 74 seagoing ships now in operation, with an aggregate
of about 373,000 gross register tons, including the two new first-class twin-screw
oil-burning passenger ships, the Albert Balli and the Deutschland, each of about'
21,000 gross register tons. This fleet is modern, about 80 per cent. of the tonnage
having been built during the past five years. The value of the ships subject to
the lien of this mortgage, according to a recent independent appraisal, is over
$25,000,000, or two and one-half times the $10,000,000 total authorized issue of the
bonds,such authorized amount being equal to only about $27 per gross register ton.

The present issue is $6,500,000 bonds, the remaining $3,500,000 bonds author-
ized are reserved for future issue for corporate purposes, subject to the restrictions
of the indenture. The indenture will provide that the company's ships will be
adequately insured against damage by fire, destruction by the elements, perils of
the sea, collision and other losses arising from marine risks.

Purpose: The proceeds of thds loan will be used to reimburse the company for
part of the cost of its seagoing fleet and to repay a loan made for this purpose.

Business: The Hamburg-American Line, established in 1847, is the oldest and
largest German steamship company and before the war was one of the leading
steamship companies in the world.* The company, itself and jointly with other
companies, operates 18 different services, including lines to the east and west
coasts of the United States, Cuba, the West Indies and Mexico, Central America,
the east and west coasts of South America, Eastern Asia Africa and the Levant.
It is also engaged in German coastwise and river traffic. hamburg, the company's
home port, is the leading port of Germany.

Property: In addition to the sea-going fleet referred to above, the company
has nearing completion, the "Hamburg," a sister ship of the "Albert Ballin' and
of the "Deutschland," which, it is expected, will be in service in May, 1926.
The company owns other property conservatively valued at about $6,000,000,
including river, harbor and other craft (with an aggregate of about 35,000 gross
register tons), warehouses and other valuable real estate at Hamburg and at other
cities and shares in shipbuilding and other companies.

Debt: After application of the proceeds of this issue, the only funded debt,
other than these bonds, will be a loan from the German Government maturing
in 1936 of $1,552,380 (total authorized amount about $1,900,000), bearing
interest at graduated rates not exceeding 6 per cent per annum, secured on the
steamship "Hamburg," referred to above. Under the Dawes plan, which is
now in successful operation, to assure reparation payments under the Versailles
Treaty, it has been arranged to impose charges on private industrial undertakings.
Payments by the company for this purpose (if such charges should be imposed
upon shipping) are estimated at not to exceed $75,000 per annum. The charge
securing these reparation payments is not a lien upon the ships mortgaged to
secure these bonds.

Earnings: Earnings for the current year, after taxes, available for interest and
depreciation, are estimated (on the basis of actual results for the first 10 months
of the year) at about $2,350,000, or about five and one-half times the $422,500
maximum annual interest requirements of the bonds to be presently issued.

About 90 per cent of the payments for the company's passenger and freight
service are made in United States dollars or pounds sterling.

All conversions from German to United States currency have been made at
4.20 gold marks to the dollar.
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All proceedings in connection with the Issuance of the above bonds are subject
to the approval of our counsel, Messrs. Sullivan & Cromwell.
. We offer these bonds for subscription if, as and when issued and received by us,
as follows:

Maturities and prices (accrued interest to be added)
! 1 1

Maturity Dec. 1 Price Toutd Maturity Dec. 1 Price Touyietd

Per cent .. .. .. . .. Per cent
19 8......... ............ $100.00 6.50 i 19 ........................... $99.30 6.0
1930 ........................... 99.80 6..55 1937 .......................... 99.10 f. 60
1931 ........................... 99.70 6.56 1938 ................... 99.00 6,62
1932 ........................... 99.60 6.57 1939 .......................... 99.00 6. 61
1933 ........................... 99.50 0.58 1940 ........................... 99.00 6.61
1934 .......................... 99.40 6.5911

HAMBURG-AMERICAN LINE

HAMBURG-AMERIKANISCHE PACKETFAInRT-ACTIEN-GESELLSCHAFT
(HAPAG)

HAMBURG, December 5, 192?5.
MESSERS. SPEYER & Co., J. HENRY SCHRODER BANKING CORPORATION,

New York.
DEAR SIRS: In connection with your purchase of $6,500,000 Hamburg-

American Line (Hamburg-Amerikanische Packetfahrt-Actien-Gesellsehaft) first
mortgage 6,1J per cent marine equipment serial gold bonds, due $500,000 annually
December 1, 1928-1940 inclusive, we take pleasure in giving you the following
information:

The Hamburg-American Line, established in 1847, Is the oldest and largest Ger-
man steamship company.

BUSINESS

The company, itself and jointly with other companies, operates eighteen differ-
ent services, including lines to the east and west coasts of the United States,
Cuba, the West Indies, Mexico, Central America, the east and west coasts of
South America, Eastern Asia, Africa and the Levant. The company is also en-
gaged in German coastwise and river traffic. The above lines reach directly a
total of about 175 ports and through connecting lines serve many additional ports.
The most important of the joint services referred to are maintained with the
United American Lines, for which the company acts as general agent in Europe
securing passengers and freight, providing pier facilities, loading, discharging, and
provisioning ships, etc., which functions are performed for the company in the
United States by the United American Lines. Other companies cooperating with
the Hamburg-American Line include the Kosmos Line, the Roland Line, the
North German Lloyd, Alfred lolt & Co., the Ellerman & Bucknall Steamship
-Co. (Ltd.), the Woerian Line, the German East African Line, and the Gernan
Levant Line.

Hamburg, the company's home port, is the leading port of Germany.

FLEET

The company owns a fleet of 74 sea-going ships with an aggregate of about
373,000 gross register tons, including the two new first class twin-screw oil-burn-
ing passenger ships, the Albert Balin and the Deutschland, each of about 21,000
gross register tons, now in operation, and in addition a sister ship, the Hamburg,
which is nearing completion and, it is expected, will be in service in May, 1926.
This fleet is modern, about 80 per cent of the tonnage having been built during the
past five years. According to an appraisal made in November of this year by an
independent appraiser, the value of the above ships, exclusive of the Hamburg,
is over $25,000,000, after liberal allowances for depreciation. The cost of re-
producing this fleet at prices now prevailing in Germany is estimated at in excess
of 340,000,000, and is substantially lower than the cost of building such ships in
most other countries.
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liesides these sea-going vessels, the company owns and operates a fleet of*
149 vessels, including excursion steamers, sea and river tugs, launches, barges,
and other auxiliary craft, with a total of 34,858 gross register tons. The com-
pany, furthermore, has extensive holdings of real estate and long-term lease-
holds used in connection with its passenger and freight business. At Hamburg:
the company owns a large central administration building, an emigrant hotel,.
a number of service buildings, warehouses and workingmen's homes and holds,
under long-term leases, piers with several miles of weter front; it owns also
similar properties at Emden and Cuxhaven and office buildings in Berlin, Frank-
fort-on-Main and other cities. The company is a shareholder in a number of
seagoing shipping companies and companies engaged in towing, lighterage,
river navigation, shipbuilding, marine insurance, aerial service, etc.

The value of the company's property, other than its seagoing fleet, and of
its investments is conservatively estimated at approximately $6,000,000.

SECURITY

The bonds will be the direct obligation of the company, they will be issued
pursuant to an indenture with the Guaranty l rust Co. of New York, trustee,
and the Deutsche Treuihand-Gesellsehaft, cotrustee, and will be secured by a,
direct first mortgage to the cotrustee on the company's entire fleet of 74 sea-
goinm; ships nowv in operation referred to above. The total authorized amount
of these bonds is limited to $10,000,000, which amount is equal to about 40 per
cent of the value of the ships mortgaged to secure these bonds, and only about
$27 per gross register ton. The present issue is $6,500,000 bonds, the remaining
$3,500,000 bonds authorized are reserved for future issue for corporate pur-
poses, subject to the restrictions of the indenture.

The indenture will provide that the company's ships will be adequately insured
against damage by fire, destruction by the elements, perils of the sea, collision.
and other losses arising from marine risks.

PURPOSE

The proceeds of this loan will be used to reimburse the company for part of
the cost of its sea-going fleet and to repay a loan made for this purpose.

CAPITALIZATION

(After application of the proceeds of the present issue)

Funded debt:
First mortgage 6 per cent marine equipment serial gold bonds

authorized l10,000,000; to be outstanding (this issue) due
$500,000 annually Dee. 1, 1928-19,40 --------------------- $6, 500, 00

Loan from German Government secured on the S. S. 1Ham-
burg (authorized amount estimated at about $1,900,000). -- 1,552, 380

Capital stock:
First preferred 5 per cent (5,000 shares, par value

20 marks) ---------------------------------- $23,810
Second preferred 6 per cent (50,000 shares, par

value 20 marks) ----------------------------- 238, 095
Common (180,000 shares, par value 300 marks) 12, 857, 143

13, 119, 048
After appliention of the proceeds of this issue, the only funded debt, other than

these bonds, %%ill be the secured loan from the German Government maturing in
1936 referred to above. (authorized amount approximately $1,900,000) of which
$1,552,380 is now outstanding, bearing interest at graduated rates not exceeding
six per cent per atuni.

Under the Dawes plan, which is now in successful operation, to assure repara-
tion payments under the Versailles Treaty, it has been arranged to impose charges
on private industrial undertakings. Payments by the company for this purpose
(if such charges should e imposed upon shipping) are estimated at not to exceed
$75,000 per annum. The charge securing these reparation payments is not a.
lioun upon the ships mortgaged to secure these bonds.
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BALANCE SHEET

The balance sheet of the company, as of October 31, 1925, after giving effect
to the application of the proceeds of this issue, is as follows:

Assets:
Fixed assets-

Ships (including $2,829,528 payments on
ships under construction) ----------- $21,906, 192

Real estate, buildings, and equipment ------ 1,793, 434

Investments in companies engaged in ship-
ping and allied undertakings ------------ 2. 727, 287

Investments in other companies ----------- 154, 896

Current assets-
Cash ---------------------------------- 2, 996. 579
Bills receivable ------------------------ 1, 107, 754
Accounts receivable -------------------- 1,896, 771
Ship stores ----------------------------- 702, 340

Total -------------------------------
Liabilities:

Funded debt-
First Mortgage 6% per cent marine equipment serial gold

bonds (this issue) ..................................
Loan from German Government secured on S. S. "Ham-

burg' ------------------------------------------
Current liabilities-

Accounts payable, etc ------------------------------
Uncompleted voyages and other pending accounts (includ-

ing reserve for revalued obligations amounting to about
$1,200,000) --------------------------------------

General reserve ------------------------------------
Reserve for property taxes --------------------------

Capital stock-
First preferred 5 per cent ---------------- $23, 810
Second preferred 6 per cent --------------- 238, 095
Common ------------------------------- 12, 857, 143

$23, 699. 626

2, 882. 183

6i, 703. 444

------------ 33, 285. 253

6, 500, 000

'1, 164, 285

1, 559, 283

7, 202, 552
1,904, 762

42, 857

- 13, 119, 048
Surplus u r p l us------------------------------------------ 1,792, 466

Total ----------------------------------------------- 33, 285, 253

EARNINGS

The earnings of the company for the first 10 months of the current year, after
tixes, available for interest and depreciation, amounted to approximately $2,000..
000 and such earnings for the entire year 1925 are estimatecdat about $2,350,000,
or about five and one-half times the $422,500 maximum annual interest require-
ments of the bonds to be presently issued. The outlook is for more favorable
earnings in 1926.

About 90 per cent of the payments for the company's passenger and freight
service are made in United States dollars or pounds sterling.

All conversions in the above statements from German to United States currency
have been made at 4.20 gold marks to the dollar.

DESCRIPTION OF BONDS

The bonds will be dated December 1, 1925, and will bear interest at the rate of
6% per cent per annum, payable semiannually June 1 and December 1, and will be
due in equal annual installments of $500,000 each on December 1, 1928-1940,
inclusive. Principal and interest will be payable in New York City, either at the
office of Speyer & Co., oi of J. Henry Schroder Banking Corporation, in United

1 $358,95 additional in November, 1925.
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States gold coin of, or equal to, the present standard of weight and fineness, free
from all past, present, or future taxes of the German Republic, or of any State,
municipality, or other taxing authority therein.

The bonds will be in coupon form in denomination of $1,000, registerable as to
principal only, and will not be callable before December 1, 1930. The company
reserves the right to call for redemption at 101 per cent, on that date or any
interest date thereafter, all of the bonds then outstanding, or any part (in the
reverse order of their maturity), upon not less than 60 days' previous notice.

All proceedings in connection With the issuance of ti bonds are subject to the
approval of your counsel here and in the United States.

GENERAL

Before the war the Hamburg-American Line was one of the leading steamship
companies in the world, with a fleet of approximately 1,360,000 gross register
tolls, operating over 50 services reaching more than 300 ports. As a result of tbe
war and tlhe settlements made by the Treaty of Versailles, the company lost
almost its entire ocean-going fleet. Since then rapid strides have been made in
the construction of new ships and, in spite of disturbed economic conditions in
Germany during this period and the general depression in the shipping industry
in recent years, the company has again established for itself a position among
the leading shipping companies of the world.

Very truly yours, HAMBuRaAEfICAN LINE,

MAX \WARNHOLTZ,
DR. ALBERT HOPFF,

Managing Directors.

HAMBURG-AMERICAN LINE

Regular services from Hamburg to the following ports (as officially reported):
New York.-Weekly sailings in conjunction with the United American Lines.

Ports of call: Buologie, Southampton, Cherbourg, Queenstown (Cobh), Boston.
United .tates North A4lantic ports.-Triweekly sailii:gs in conjunction with the

United Amnerican Lines. Ports of call: Philalelphia, Baltimore, Norfolk.
United States North Pacific ports.--Biweekly sailings in conjunction with the

United American. Kosmos and Roland Lilies. Ports of call: Antwerp, Los
Angeles, San Diego, San Francisco, Seattle, Portland, Tacoma, and Vancouver.

Cuba and Mexico.-Sailings every 20 days in conjunction with the Ozean Line.
Ports of call: Antwerp, Dover, Southampton, Vigo, tlabana, Vera Cruz, Tampico.
Puerto Mexico, Plymouth.

Cuba.-.Monthly sailings. Ports of call: Antwerp, labana, Matanzas, Cien-
fuegos, Cardenas,'Caibarien, Sagua.

Venezuela, Colombia. and Central America (east coast).-Biweekly sailings in
conjunction with the Kosmos and Roland Lines. Ports of call: Antwerp, Dover,
Trinidad, La Guavra, Puerto Cabello, Colon, Puerto Barrios, Livingston,
Curacao, La Vela (le Coro, Aruba, Bonaire, San Juan de Porto Rico, Pouice,
Arecibo, Aguadilla, Mayaguez, Puerto Colombia, Cartagena, Port Limon.
(Some of these ports by way of transshipment.)

Central America and Mexico (west coast).--Monthly sailings ill conjunction
with the Kosmos and Roland Lines. Ports of call: Antwerp, Colon, Punta
Arenas (Costa Rica), Corinto, Amapala, Acajutla, San Jose de Guatemala,
Champerico.

South America (west coast via Panama Canal).-Sailings every 10 days in con-
juction with the Kosmos and Roland Lines. Ports of call: Bremen, Rotterdam,
Antwerp, Buenaventura, Guayaquil, Callao, Mollendo, Arica, Iquique, Anto-
fagasta, Valp.raiso, San Antonio.

South America (west coast via Straits of Magellan).--Iiweekly sailings in col-
junction vith the Kosmos aid Roland Lines. Ports of call: Bremen Rotterdam,
Antwerp, Punta Arenas, Corral, Coronel, Talcalluano, Valparaiso, San Antonio,
Antofagasta.

Brazil and La Plata.- Monthl% sailings. Ports of call: Spain, Rio de Janeiro,
San Francisco do Sul, Rio Grande do Sul, Montevideo, Buenos Aires.

La Plata.-Biweekly sailings to Montevideo, Buenos Aires, and Rosario.
Brail.-Monthly sailings. Ports of call: Antwerp, Pernambuco, Bahia,

Victoria, Rio de Janeiro. in addition a steamer to Santos every three weeks and
transshipment service to all Brazilian ports.
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f Eastern Aia.-Weeklv sailings in conjunction with the North German Lloyd,
Alfred Holt & Co. and Ellermann and Bucknall Steamship Co., Ltd. Ports of call:
Bremen, Rotterdam, Antwerp, Genoa, Port Said, Colombo, Penang, Belawan,
Singapore, Hong Kong, Shanghai, Takao, Keelung, Moji, Kobe, Yokohama,
Dalny. Additional service in conjunction with the North German Lloyd every
three weeks. Ports of call: Antwerp, Bremen, Rotterdam, Port Said, Port
Swettenham, Belawan, Manila, Yokohoma, Yokka-ichi, Kobe, Osaka, Moji.
Tsing-tao, Dalny.

African Ports.-In conjunction with the Woerfiann, German East Africa and
Hamburg-Bremen-Africa Lines. Monthly sailings: To the Gold Coast: Rotter.
dam, Madeira, Tenerife, Las 'almas, Dakar, Bathurst, Bissao, Conakry, Free-
town, Sherbro, Cape Palmas, Ivory Coast, Gold Coast, and Kotonoui. Main
Line West Coast: Rotterdam, Southampton, Tenerife, Las Palmas, Monrovia,
Sekondi, Acera, Lagos, Iddo, Victoria, Santa Isabel, San Carlos. Gold Coast
Express and Benin Line: Rotterdam, Tearerifc, Las Palmas, Monrovia, Sekondi,
Acer, Addlah, Quitta, Kotonon, Forcados, Burutu, Wa, Koko, Sapeiii. Lagosand 6i1 River Line: Rotterdam, Tenerife, Las Palnmas, Frectown, Monrovia,
Grand Bassa, Cape Coast Castle, Salt Pond, Winncbah, Lagos, Iddo, Bonny,
Port Harcourt, Degana, Abonema, Opobo, Calabar, Victoria. Liberia and Guinea

Line: Tencrife, Las Palmas, Frcetown. Manoh, Sulymah, Liberia, Tiko, Victoria,
Mokun, Dange, lBibundi, I)ebundje, santa' Isabel, San Carlos, Bats, Benito,Eloby. Angola Linc: Bremen, Antwerp, Madeira, Tencrife, Las Palmas, Mon-
rovia, San Thiome, Port Genitil, Libreville, Landana, Cabinda, Banana, Boreas,Angola Ports. Western Voyage around Africa; Rotterdan, Southanpton, Lisbon,Tenerife, Loanda, Lobito Bay, Walfisch Bay, Luederitz Bay, Capetown, Port
Elizabeth, East London, Durban, Lourenco Maruez, Beira, Mozamnbiqu,
Port Amelia, Dar-os-Salam, Zanzibar, Tanga, Kilindini, Suez, Port Said, Genoa,
Marseille, Malaga, Lisbon. Eastern Voyage around Africa: Antwerp, South-am Rton, Lisbon, Malaga, Marseille, Genoa, Port Said, Suez, Killindini, Tanga,Zanzibar, Dar-es-Salan, Port amelia, Mozanbique, Beira, Lourcnco Marqunz,Durban, East London, Port Elizabeth, Capetown, LVedcritz Bay, Walfisch Bay,Tenerife, Las Palmas. Freight Service to South Africa. Rotterdam , Antwerp,
Waltisch Bay, Luecritz Bay, Capetown, Port Elizabeth, East London, DirbanThe Lcvant.-Regular saying from Stettn, Hamburg, Bremen and AntwzrPo toMalta, Egypt, Syria, Greece, Turkey, Bulgaria, Rumania, and Adri'tic ports,in conjunction Maith the German Levant, German Orient, Roland and Brei en-

Atlas Lines.Rhine service.-Rivr Rhine ports (by way of the North Sea). Weekly sailihgs.
Emden service.-Via Emden to the canal system of Germany.Norin sea servic.- Cuxhaven, eligoad and Westerand. Sailings every

two day.

WESTPHALIA UNITED ELECTRIC PowER CORPORATION- (VEREINIOTE ELEX-
TRtIZITATSWERKE VESTFALEN G. M. B. H.)

SEVEN MILLION FIVE HUNDRED THOUSAND DOLLARS FIRST-MORTUAGE SINKING
FUND GOLD BONDS

Dated December 1, 1925. Six and one-half per cent series due 1950. Due
December 1, 1950. Interest payable June 1 and December 1. Principal payable
at the office of Speyer & Co., New York. Interest payable at the option of the
holder at the office of Speyer & Co., New York, or Harris Trust & Savings Bank,
Chicago, in United States gold coin without deduction for any German taxes of
any nature. Callable as a whole or in part on any interest date after 60 days,
notice at 100 and accrued interest. Coupon bonds in $1,000 and $500 denomina-
tions, registerable as to principal only. Deutsche Treuhand-Gesellsehaft,
Berlin, Germany, trustee, and Harris Trust & Savings Bank, Chicago. Ill.,
cotrustee.

Sinking fund commencing August 1, 1931 calculated to retire all bonds of this
series at or before maturity.

Information regarding the company, these bonds and the security therefor is
given in the accompanying copy nf a letter signed by Messrs. Krone & Fischer,
the general directors of Westphialia United Electric Power Corporation, which is
summarized as follows:

Businss.-The Westphalia United Electric Power Corporation is one of the
most important producers and distrubutors of electricity in Germany. Prac.
tically all of the capital of the company Is owned by the municipalities served.



SALE OF FOREIGN BONDS OR SECURITIES 695

It supplies by far the greater part of all the electricity used in one of the foremost
industrial sections of Europe, serving directly over 138,000 customers in more
than 240 communities and supplying at wholesale most of the power require.
ments of various local distributing systems which in the aggregate supply elec-
tricity to over 160,000 additional customers in 106 communities. The company
also distributes gas to over 19,500 customers in 22 communities.

Properly.-The property comprising the system of Westphalia United Electric
Power Corporation includes four large modern steam electric generating plants
with an aggregate installed generating capacity of 160,000 kilowatts. The
transmission and distribution systems comprise over 390 circuit miles of 50,000-
volt and 100,000-volt steel tow er lines and approximately 3,937 circuit miles of
medium and low voltage lines, of which 1,470 circuit miles are underground.

Security.-These bonds will be the direct obligations of Westphalia United
Electric Power Corporation and will be secured, in the opinion of counsel, by
direct first mortgages on all of the more important fixed property of the system
including the four large modern power plants. Westphalia Upited Electric
Power Corporation will agree that the lien of these mortgages will be extended
to cover all fixed properties hereafter acquired.

These bonds will constitute the company's sole funded debt. The authorized
issue is $25,000,000 (or equivalent in other currency). Additional bonds to the
amount of $17,500,000 may be issued to reimburse the company for 50 per cent
of the cost of future additions to its property when net earnings are three times
bond interest, all as provided in the indenture.

Valuation.-The present reproduction value of the properties which will be
directly subject to the lien of the mortgages, less a liberal allowance for depreci-
ation, as shown by a recent appraisal by independent American engineers,
amounts to over four times the total funded debt, presently to be outstanding.
A like valuation, based on costs prevailing in the United States, would be at
least 50 per cent greater.

Earnings, as reported by Messrs. Haskins & Sells

12 months ended-

July 31, Dec. 31,
1923 1924

Gross earnings .................................................................. $6,396,467 $6,196,970
Operation, maintenance, and taxe .............................................. 3.8 70, 1 8 3,936), 823

Net earnings available for interest. deprecition, etc ....................... 2, 526.79 2,260,147
Annual Interest eiarge on funtdd debt (this issue) .............................. 487. 500 .........

Balance ................................................................... 2, 03b, 779 ............

ABOVE NET EARNINGS OVEI FIVE TIMES THE ANNUAL INTEREST CHARGES

Relation to Dawets plan.--The annual payments which the company will be
required to make under the Dawes plan and the German laws enacted to carry
the Dawes plan into effect are estimated as not exceeding $75,000 per annum, a
portion of which will be secured in accordance with the so-called industrial
charges law of August 30, 1924. Neither German law nor any international
engagements assumed by the German Government involve any restrictions upon
the acquisition by the company of the foreign exchange requisite to permit the
company to meet the external obligations to be evidenced by these bonds.

All conversions from German to United States currency* have been made at
4.20 gold marks to the dollar.

Application will be made to list these bonds on the New York and Boston Stock
Exchanges. We offer the above bonds, subject to prior sale, when, as, and if
received by us, and subject to approval of counsel, at 87Y2 and interest, to yield
7.62 per cent.

We reserve the right to reject any subscription and to allot a smaller amount
than applied for. It is expected that interim receipts of Speyer & Co. will be
ready for delivery on or about December 21, 1925, against payment in New York
funds.

SPEYER & CO.
92928-32-PT 2-21;

II
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WESTPHALIA UNITED ELECTRIC POWER CORPORATION,
Dortmund, Germany, November 21, 1925.

Messers. SPEYER & Co., and Messers. HARRIS, FORBES & Co.,
New York.

GENTLEMEN: In connection with the purchase of $7,500,000 first mortgagesinking fund gold bonds, 62 per cent series due 1950, of this company, we take
pleasure in giving you the following information:Businees.-The Westphalia United Electric Power Corporation is one of themost important producers and distributors of electricity in Germany. It suppliesby far the greater part of all the electricity used in one of the foremost industrialsections of Europe, serving directly more than 138,000 consumers, and supplyingat wholesale most of the power requirements of local distributing systems whichIn the aggregate supply electricity to over 160,000 additional consumers. Amongthe consumers of electricity served directly by the company there are includedmany of the Important industrial enterprises of Germany. In addition to electriclight and power, manufactured gas is distributed to more than 19,500 consumers
in 22 communities.

Territory.-The territory served by Westphalia United Electric Power Cor-poration embraces an area of over 4,255 square miles in western Germany, in-cluding most of the very highly industrialized districts in the Ems, Lippe, andRuhr River Valleys, and havinj a present population estimated at 2,900,000.The principal cities of this district which are supplied with electric light and
power by.,.estphalia United Electric Power Corporation either directly or through
local distrib ngsystems are Dortmund, Bochum, Minster, Bler, Herne,Reeklinghausen, Hrde, and Witten. In addition service is rendered directly in240 other communities and 106 communities are supplied through local dis-tributing systems. The aggregate population of the communities served directlyis estimated at 1,200,000 and the aggregate population served through local
distributing systems is estimated at 1,700,000.

In addition to being one of the most important coal mining sections of Europe,
this district is one of the most highly developed manufacturing sections of theContinent, its manufacturing enterprises including iron and steel works, foundriesand machine shops, rolling, stamping, plating and forging mills, enamelling plants,cotton, linen, and jute spinning and weaving mills, cement and lime plants, tileand brick plants, chemical works, glass and leather plants, wood finishing con-cerns, etc. The territory served also includes a large amount of excellent agri-cultural land which is iihly developed and in the northern and easter: portions
of the territory dairying is carried on extensively.

Property.-The property comprising the system of Westphalia United ElectricPower Corporation includes four large modern steam electric generating plantswith an aggregate installed generating capacity of 160,000 kilowatts; a trans-mission system consisting of over 390 circuit iiiles of 50,000 volt and 100.000volt transmission lines carried on steel towers; 951 circuit miles of 10,000 and25,000 volt transmission lines and 817 miles of underground cable; 14 principalsubstations containing 91,000 kilovolt amperLs of transformers; 874 transformerand switching stations containing over 250,000 kilovolt amperes of transformers;and an extensive distribution system reaching over 138,000 customers in 241communities and including more than 1,516 circuit miles of overhead conductorsand 653 miles of underground cables. A large part of the property is of recentconstruction and all is in first-class operating condition.In addition the company operates a hydroelectric plant having an installedcapacity of 6,000 kilowatts under a lease extending to 1948 from Ruhr ValleyStream Control Association (Ruhrtalsperre-Verein). Power is also purchlased atwholesale on verve favorable terms under contracts with various coal miningcompanies operating within the territory served. These contracts add approxi-matelv 33,000 kilowatts to the power resources of the Westphalia United system.Capitahzation.-The capitalization of Westphalia United Electric Power Cor-poration will be as follows: Funded debt: First mortgage sinking fund gold bonds,6. per cent series due 1950 (this issue) authorized, $25,000,000; I outstanding,$ ,5,o0O; capital, authorized, $9,523,809; outstanding, 9,523,809.1
1 Or equivalent In other currency.

Practically all owned by municipalities served.
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Description of bonds.-These bonds will be the direct obligations of Westphalia

United Electric Power Corporation and will be secured, in the opinion of counsel,
by direct first mortgages on all of the more important fixed property of the system
including the four large modern power plants. While title to one of these plants
is vested in a subsidiary company, half of the capital of which is owned by the
city of Barmen, this plant will be covered by the first mortgage lien of these bonds.
Westphalia United Electric Power Corporation will agree that the lien of these
mortgages will be extended to cover all fixed properties hereafter acquired.

These bonds are to be dated December 1, 1925, and will be due December 1,
1950. Principal will be payable at the office of Speyer & Co., New York. Interest
will be payable at the option of the holder at the office of Speyer & Co., New York,
or Harris*Trust & Savings Bank, Chicago, in United States gold coin of the stand-
ard of weight and fineness existing on December 1, 1925, without deduction for
any German taxes of any nature. Interest will be payable June I and December 1.

The bonds will be in coupon form in $1,000 and $500 denominations, register-
able as to principal only, and will be callable at the option of the company, as a
whole or in part by lot, on any interest date after 60 days' notice, at 100 and
accrued interest. The company has agreed to apply for the listing of these bonds
on the New York and Boston Stock Exchanges.

Valua'ion.-The present reproduction value of the properties which will be
directly subject to the lien of the mortgages securing these bonds, less a liberal
allowance for depreciation, as shown by a recent appraisal by independent Ameri-
can engineers, amounts to over four times the total funded debt presently to be
outstanding. A like valuation based on costs prevailing in the United States
would be at least 50 per cent higher.

Sinking fund.-The indenture will provide for progressively increasing annual
sinking fund payments commencing August 1, 1931 which are calculated to be
sufficient to retire the entire amount of this series at or before maturity. The
company may tender bonds for cancellation in lieu of making cash payments into
the sinking fund.

Issuance of additional bond.-These bonds will constitute the company's sole
funded debt. Additional bonds of this series, or of other series, having such rates
of interest, maturity dates and other provisions and payable in such currency as
may be determined by the company and as are permitted by the indenture, pur-
suant to which these bonds are to be issued, may be issued from time to time to
reimburse the company for not to exceed 50 per cent of the cost or fair value,
whichever is less, of the construction or acquisition of additions to the electric
light and power property of the company made subsequent to June 30, 1925,
provided that net earnings (to be defined in the indenture) for 12 consecutive
calendar months out of the 15 months immediately preceding application for
issue shall have been at least equal to three times the actual annual interest
requirements on all bonds issued and outstanding under the Indenture including
those proposed to be issued.

Earninqs.-The consolidated earnings and expenses of the system operated by
Westphaha United Electric Power Corporation (after eliminating all inter-com-
pany charges) as reported by Messrs. Haskins & Sells have been as follows:

12 months ended-

July 31, Dec. 31,
1925 1924

Gross earnings .................................................................. $6,396,407 $6,196,970
Operation, maintenance and taxes ............................................... 3, 870,188 3,930, 823
Net earnings available for interest. depreciation, etc ............................ 2,520,279 2,260,147
Annual interest charge on funded debt (this Issue) ............................. 487. 50 ............

Balance .......................................................... 2,038,779........

Net earnings available for the payment of interest charges on these bonds as
shown above, amounted, for the 12 months ended July 31, 1925, to over five
times the annual interest charges on all bonds which will be outstanding. The
business is growing steadily and it is calculated that for the calendar year 1925
the net earnings of the system available as above for the payment of bond interest
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charges will amount to approximately $3,000,000. The expenditure of the pro.
ceeds from the sale of these bonds will, it is expected, stillfurther increase the
earnings of the system.

1tranchies.-In all communities served, either directly or through local dis.
tributing systems, service is rendered, in the opinion of counsel, under exclusive
rights, which, in practically all important cases, will not expire before tile maturity
of these bonds. In the opinion of counsel, the rights under which the trans-
mission lines of the system have been constructed were validly obtained and
extend well beyond the maturity of these bonds.

Relation to Dawes plan.--The annual payments which the company will be
required to make tinder the Dawes plan and tile German laws enacted to carry
the Dawes plan into effect are estimated as not exceeding $75,000 per annum, a
portion of which will be secured in accordance with the so-called industrial
charges law of August 30, 1924. Neither German law nor any international
engagements assumed by the German Government involve any restrictions upon
the acquisition by the company of the foreign exchange requisite to permit the
company to meet the external obligations to be evidenced by these bonds.

Purpose of issue.-The proceeds of this issue of bonds will be used primarily for
the development and enlargement of the electric light and power plants, trans-
mission system and distribution system of Westphalia United Electric Power
Corporation. The balance will be used for the enlargement of the gas distributing
systems.

Except where reference is made to these bonds, all dollar amounts in this letter
represent conversion from marks at the rate of 4.20 gold marks to the dollar.

Very truly yours,
VEREINIGTE ELEKTRIZITATSWERKE WESTFALEN G. m. B. H.,
KRoNE, General Director.
FISCIIEr, General Director.

The properties of the company have been examined by our experts and engineer,
as well as by an independent engineer. The books have been audited by Messrs.
Haskins & Sells.

All legal matters in connection with this issue will be passed upon by Messrs.
Stullivan & Cromwell, New York City, except as to matters of German law which
will be passed upon by Dr. Heinrichi F. Albert and Mr. G. A. Westrick, Berlin,
Germany.

As the accompanying letter and the information contained herein have in large
part been transmitted by cable, the contents of this circular are subject to cable
errors.

NOVEMBER, 1925.

CITY OF DRESDEN, GERMANY

FIVE MILLION DOLLAR 20-YEAR 7 PER CENT SINKING FUND GOLD BONDS, EXTERNAL
LOAN OF 1025

One million two hundred and fift, thousand dollar bonds of the present offering
have been withdrawn for Holland by Messrs. Teixeira do Mattes Bros., the
Nederlandsche Handel-Maatschappij, Messrs. Mendelsshon & Co., Amsterdam,
Messrs. Peirson & Co., the Rotterdainsehe Bankvereeniging, Amsterdam, and
Messrs. R. Mees & Zoonen, Rotterdam. Dated November 1, 1925. Due
November 1, 1945.

Interest payable May 1 and November 1. Principal and interest payable in
New York City, in United States gold coin of, or equal to, the present standard of
weight and fineness, free from all past, present, or future taxes of the German
Republic, or of any State, municipality, or other taxing authority therein, at the
office of Speyer & Co., fiscal agents for the loan.

Such principal and interest shall also be collectible, at the option of the holders,
in Holland at the offices of the above-named Dutch banking houses, in Dutch
guilders at their then current buying rate for sight exchange on New York.

Coupon bonds in denominations of $1,000 and $500, registrable as to principal.
A sinking fund is provided sufficient to retire all bonds by maturity. A sum

equal to 5 per cent of the total amount of bonds issued will be applied during each
year for the first 10 years to the purchase of bonds, if obtainable at not exceeding
par and accrued interest; unexpended funds are to revert to the city. During the
10 years beginning November 1, 1935, not less than one-tenth of the amount of
bonds outstanding on that date is to be redeemed each year through purchase at
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not exceeding par and accrued interest, or, if not so obtainable, through drawings.
by lot at par.

Not callable before November 1, 1935. The city reserves the right to call for
redemption at par on that date, or any interest date thereafter, all or any part of
the bonds then outstanding upon not less than 60 days' previous notice.

Herr Bernhard Blidher, mayor in chief of the city of Dresden, has furnished the
following statement:

The total authorized issue of these bonds is limited to $5,000,000. The bonds
are issued with tile approval of the German and Saxon Governments and will be
the direct obligation of the city of Dresden. None of the revenues or assets of
the city are specifically pledged for any loan and the city convenants that, if in
the future it shall issue any loan secured by a lien on any of its revenues or assets,
these bonds shall be secured equally and ratably with such loan.

The city of Dresden, one of the oldest cities of Germany and an important in-
dustrial and commercial center, is the capital of the Free 8tate of Saxony, which
ranks first in density of population and second in industrial development among
the German States." The city, with a population of about 620,000, is located on
the River Elbe, has direct connection by water with Hamburg, the leading port
of Germany and excellent railroad connections, particularly with Bavaria,
Czechoslovakia, Poland, Austria, and Hungary. The leading' industries of the
city include the manufacture of porcelain, glassware, tobacco products, machinery,
scientific instruments, cameras, and typewriters. The value of property subject
to taxation in the city is estimated at*$714,000,000 and the taxable income of the
inhabitants for the year 1924 was about $95,000,000.

The city owns valuable real estate, municipal buildings, and productive enter-
prises, including water supply, gas, electric light, and power plants, docks, street
railways, markets, stockyards, etc., the value of which is conservatively estimated
at approximately $90,500,000, of which about $27,800,000 is the estimated value
of income-producing properties. The gross revenues of these productive enter-
prises were, for the year ended March 31, 1925, about $12,090,000; each was
operated at a profit and their total net profits were about $1,890,000, after sub-
stantial reserves for depreciation. lhe total revenues of the city, derived
Principally from taxation and from municipally owned properties, were for the
above fiscal year about $22,400,000, as against expenditures of about $19,940,000,
leaving a surplus of about $2,460,000 for the period. Since 1900 the city has had
a surplus each year.

The proceeds of this loan will be used for additions and betterments to the
city's electric light and power plants, street railways, water and gas works,
which should add substantially to its revenues.

The debt of the city, other than the above $5,000,000 bonds and an internal
loan equal to about $35,000, consists of obligations heretofore incurred in the
former currency of Germany, the total liability for which (under the terms of the
law of the Gernan Republic of July 16, 1925, for the revaluation of public obli-
gations), it is estimated, will not exceed $10,952,000. Under the Dawes plan,
which is now in successful operation, to assure reparation payments under the
Versailles treaty (art. 248), it has been arranged to impose charges on munic-
ipally owned works similar to those on private industrial undertakings. Pay-
inents by Dresden's municipally owned utilities for this purpose are estimated
at not to exceed $60,000 per annum.

The credit of the city of Dresden has always ranked high and for a period of
about 30 years before the war the city issued only 3/2 per cent or 4 per cent
bonds.

All conversions from German to United States currency have been made at
4.20 gold marks to the dollar.

Application will be made to list these bonds on the New York Stock Exchange.
All proceedings in connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Cadwalader, Wiekersham & Taft.
We offer these bonds for subscription, when, as, and if issued and received by

us, at 94 per cent and accrued interest, to yield about 7.60 per cent.
Subscription lists will be opened at the office of Speyer & Co. at 10 o'clock

a. m., Monday, November 23, 1925, and will be closed in our discretion. We
reserve the right to reject any application and to allot a smaller amount than
applied for. Amounts due on allotment will be payable at the office of Speyer
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& Co., 24 and 26 Pine Street, in New York funds on or about December 7, 1925,
as called for, against delivery of interim receipts exchangeable for definitive bonds
when ready. SPRYER & Co.

BLYTH, WITTER & Co.
NOVEMBER 23, 1925.

CITY OF FRANKFORT-ON-MAIN, GERMANY

FOUR MILLION DOLLAR 7 PER CENT SERIAL GOLD BONDS, EXTERNAL LOAN OF 1925

One million two hundred thousand dollars in bonds of the present offering have
been withdrawn for Holland by Messrs. Mendelssohn & Co., Amsterdam, the
Nederlandsche Handel-Maatschappij, Messrs. Pierson & Co., Messrs. Teixeira
de Mattos Brothers, Amsterdam, and Messrs. R. Mees & Zoonen, Rotterdam,
and for Switzerland by the Swiss Bank Corporation, Basle. Dated October 1,
1925. Due $200,000 annually, October 1, 1926-1945.

Interest payable April 1 and October 1. Principal and interest payable in
New York City, in United States gold coin of, or equal to, the present standard
of weight and fineness, free from all past, present, or future taxes of the German
Republic, or of any State, municipality, or other taxing authority therein, at
the office of Spever & Co., fiscal agents for the loan.

Such principal and interest shall also be collectible, at the option of the holders,
in Holland at the offices of the above named Dutch banking houses, in Dutch
guilders at their then current buying rate for sight exchange on New York.

Coupon bonds in denominations of $1,000 and $500, registerable as to principal.
Not callable before October 1, 1930. The city reserves the right to call for

redemption at 103 per cent on that date or any interest date thereafter, all or
any part of the bonds then outstanding, upon not less than 60 days' previous
notice.

Dr. Ludwig Landmann, mayor-in-chief of the city of Frankfort-on-Main, has
furnished the following statement:

The total authorized issue of these bonds is limited to $4,000,000. The bonds
are issued with the approval of the German and Prussian Governments and will
be the direct obligation of the city of Frankfort. None of the revenues or assets
of the city are specifically pledged for any loan and the city covenants that, if
in the future it shall issue any loan secured by a lien on any of its revenues or
assets, these bonds shall be secured equally and ratably with such loan.

The city of Frankfort, one of the oldest and most important financial and
commercial centers of Germany, has a population of about 460,000 inhabitants
and with surrounding communities forms a metropolitan district with about
1,000,000 inhabitants. The city has excellent railroad connections with all parts
of Germany and other countries and direct connection bv water with the Rhine.
Its leading industries include the manufacture of machinery and electrical equip-
ment and in and around the city are located some of the most prominent German
dye and chemical plants. Frankfort is an important market for hides and leather,
grain, lumber, and textiles. The value of property subject to taxation in the city
is estimated at $1,090,000,000 and the taxable income of the inhabitants for the
year 1924 was about $120,000,000.

The'city owns valuable real estate, municipal buildings, and productive enter-
prises, including water supply, gas, electric light and power plants, street rail-
ways, docks, markets, stockyards, etc., the value of which is conservatively esti-
mated at about $83,500,000, of which about $28,405,000 is the estimated value
of income-producing properties. The gross revenues of these productive enter-
prises were, for the year ended March 31, 1925, about $10,956,000; each was oper-
ated at a profit and their total net profits were about $3,118.000 after substantial
reserves for depreciation. The total revenues of the city, derived principally
from taxation and from municipally owned properties, were, for the above fiscal
year, about $23,270,000, as against expenditures of about $22,910,000 for the
period.

The proceeds of this loan will be used for additions and betterment f , the city's
electric light and power plants, water and gas works, which should . substan-
tiallv to its revenues.

The debt of the city, other than the above $4,000,000 bonds, consists of obliga-
tions heretofore incurred in the former currency of Germany, the total liability
for which (under the terms of the law of the German Repullic of July 16, 1925,
for the revaluation of public obligations), it is estimated, will not exceed $17,-
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500,000. Under the Daws plan, which is now in successful operation, to assure
reparation payments under the Versailles treaty (article 248), it has been arranged
to impose charges on municipally owned works similar to those on private in-
dustrial undertakings. Payments by Frankfort's municipally owned utilities for
this purpose are estimated at not to exceed $20,000 per annum.

The credit of the city of Frankfort has always ranked high; for a period of more
than 30 years before the war, its bonds, bearing interest at the rate of 3Y2 or 4
per cent., were issued at prices at which the yield was between 3% and 4.20 per
cent per annum.

All conversions from German to United States currency have been made at
4.20 gold marks to the dollar.

All proceedings in connection with the issuance of the above bonds are subject
to the approval of our counsel, Messrs. Cadwalader, Wickersham & Taft.

We offer these bonds for subscription, when, as, and if issued and received by
us, as follows:

Maturities and prices-Accrued interest to be added
To yield ITaoutel

Maturity October I Price about Maturity October I Prie To ield

Per cent I Per cent
1926 .................... 100 6.50 1033 ------------------ I D64 7.64
1927 ...................... 100%4' 6. 86 1934 ...................... ! 953 7.66
1928 ...................... 100 1 7.00 1941 ...................... 94 41 7.63.
192 ................... 99 7.29 1942 ....................... 94W4 7.61
1930 ..................... . 98 7.49 1943 ...................... 94 7.62
1931 .................. 97. 7.53 1944 --------------------- V4 7.60
1932 .................... 96N 7.61 1945 ................. 94 7. 6

Maturities from 1935 to and including 1940 have been withdrawn for sale in
Holland and Switzerland.

Subscription lists will be opened at the office of Speyer & Co. at 10 o'clock
a. m., Monday, November 23, 1925. and will be closed in our discretion. We
reserve the right to reject any application and to allot a smaller amount than
applied for. Amounts due on allotment will be payable at the office of Speyer
& Co., 24 and 26 Pine Street, in New York funds on or about December 7, 1925,
as called for, against delivery of interim receipts exchangeable for definitive
bonds when ready.

SPEYEIR & Co.
BLYTH, WITTER & CO.

NOVEMeEn 23, 1925.

HUNGARIAN CONSOLIDATED MUNICIPAL LOAN

$10,000,000 20-YEAR 7;6 PER CENT SECURED SINKING FUND GOLD BONDS

(Authorized by and issued with the approval and tinder the control of the Royal
Hungarian Government. The bankers are authorized to state, that from the
point of view of the League of Nations reconstruction plan, there is no objection
to this loan)

Dated July 1, 1925. Due July 1, 1945.
Interest payable January 1 and July 1. Principal and interest payable in New

York City, in United States gold coin; of the present standard of weight and fine-
ness, free from all Hungarian taxes, present or future, at the office of Speyer &
Co. fiscal agents for the loan.

Coupon bonds in denominations of $1,000 and $500, registerable as to principal.
Cumulative sinking fund of about 2.23 per cent per annum, sufficient to redeem

the entire issue at or before maturity, to be applied to redemption of bonds by
semiannual drawings at par.

Not subject to redemption before July 1, 1930, except for sinking fund.
Redeemable, upon not less than three months' previous notice, as a whole or in
part, on that date or any interest date thereafter at 102 per cent up to and includ-
ing July 1, 1932, thereafter at 101 per cent up to and including July 1, 1935, and
thereafter at par. Pester Ungarische Commercial-Bank, Budapest, trustee.

Dr. Johann Bud, Minister oJ Finance, and Dr. Ivan Rakovszky, Minister oJ
Interior, oj the Kingdom oj Hungary, have j urnished us with the joUowing statement:

I



702 SALE OF FOREIGN BONDS OR SECURITIES

Security.-The total authorized issue of these bonds is limited to $10,000,000.
The bonds are issued with the approval and under the control of the Royal
Hungarian Government and will be the direct obligations of ten cities and of
38 towns of Hungary, each being liable as provided by Law XXII of 1925,
authorizing this issue, in proportion to its share in the proceeds of the loan.
These municipalities include all of the cities (except Budapest) and have about
1,550,000 inhabitants.

The bonds will be specifically secured by a first charge on revenues, assigned
to or collected by these municipalities, which for 1925 are estimated, in the
aggregate, at $5,350,000, as follows:
(a) The income tax on profits and the amount of the turnover tax

on sales assigned annually to these municipalities, which taxes
are collected by the Royal Hungarian Government ------------ $2. 250, 000

(b) Consumption and octroi taxes, collected directly by the mun-
icipalities ------------------------------------------------ 1,100, 000

(c) Net receipts of their public utilities and other properties ------- 2, 000, 000

Total ------------------------------------------------ 5, 3.50, 000
or about five and one-half times the annual requirements for interest and sinking
fund on the loan.

The Roval Hungarian Government will place monthly the revenues specified
in section (a) above or others applicable to the service of the loan under the loan
contract, in a special account in the National Bank of Hungary, which account
is to be controlled bv a trustee for the bondholders to be appointed by the bankers.
The trustee will retain from these funds the sums required for semiannual interest
and sinking fund on the loan and remit monthly the amounts so retained to
Speyer & Co., fiscal agents.

The bonds will be further secured by a first direct charge on all the assets of
these municipalities which covenant that, so long as any of the bonds are out-
standing, they will not mortgage their real property, nor without the consent of
the trustee sell any part thereof. The aggregate value of their lands, buildings,
public utility and other properties is estimated at more than $100,000,000,
whereof about $761000,000 is the estimated value of income-producing properties,
to which substantial additions will be made from the proceeds of the loan.

The assessed value of property subject to taxation in these municipalities is
about $257,000.000.

The bonds are legal investments for the Royal Hungarian Postal Savings
Bank, for widows' and orphans' funds (controlled by the Government) and are
acceptable for Government surety bonds in Hungary.

Purpose.-The proceeds of the loan wifl be expended tinder the control of the
Royal Hungarian Government for capital purposes, over three-fourths for
income-producing properties and the remainder for schools, roads, and other
municipal improvements. The Royal Hungarian Government exercises a large
measure of supervision and control over the administration and finances of the
municipalities.

Debt.-The bonds are the only external debt of these municipalities and will
be outstanding at the rate of approximately $6.50 per capita. The internal debt
at the close of 1924, was equal to about $2,650,000, or only about $1.70 per capita.

Genral.-These municipalities include the cities of 'Szeged and Debreczen,
with a population of over 100,000 each, and six other municipalities with a
population of more than 50,000 each. With only few exceptions, they report
that their revenues for the year 1925 will exceed their expenditures.

Hungary is primarily an agricultural country with important exports of grain
flour, sugar, livestock, poultry, and meat. the production of coal is nearly
sufficient for the country's requirements. The area is about three times as large
as that of Holland or Belgium and the population, over 8,000,000, exceeds that of
either of these countries.

In accordance with the plan of the League of Nations an international loan for
reconstruction purposes was issued in 1924 in the United States, England, and
other countries, yielding about $50,650,000, the American part of the loan
amounting to $9,000,000 bonds. About three-fourths of the proceeds of the
loan are still available. Hon. Jeremiah Smith, jr., of Boston, was appointed
commissioner-general of the League for Hungary and is now supervising the
execution of the plan. Notable progress has been made in reconstruction, the
receipts from taxes greatly exceeding the estimates of the financial committee
of the League made in connection with the loan; for the first 10 months of the
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fiscal year ending June 30, 1925, revenues have exceeded expenditures and it is
expected that for the entire fiscal year the budget will balance. The establish-
ment of the National Bank of Hungary, as a bank of issue independent of State
control, has resulted in stabilizing the currency. The reserves of the bank in
gold and foreign exchange are equal to more than 55 per cent of the notes in
circulation.

About a year ago, Hungary funded its relief obligations to the United States,
which were contracted imneciately after the World War.

All conversions from gold crowns to United States currency have been made
at the rate of 5 gold crowns to the dollar.

Application will be made to list these bonds on the New York Stock Exchange.
All proceedings in connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Cadwalader, Wickersham & Taft.
We offer the above bonds for subscription, when, as and if issued and received

by us, at 89 per cent and accrued interest, to yield about 8.67 per cent.
We reserve the right to close the subscription at any time without notice, to

reject any application and to allot a smaller amount than applied for. Amounts
due on allotment will be payable at our office in New York funds on or about
August 5, 1925, as called for, against delivery of interim receipts exchangeable
for definitive bonds when ready.

Subscriptions will also be received in Amsterdam by Messrs. Teixeira de
Mattos Bros.

SPRYER & CO.
JULY 15, 1925. CITY OF BERLIN, GERMANY

FIFTEEN MILLION DOLLARS 25-YEAR 6 PER CENT SINKING FUND GOLD BONDS,

MUNICIPAL EXTERNAL LOAN OF 25

Dated April 1, 1925. Due April 1, 1950.

Interest payable April 1 and October 1. Principal and interest payable in
New York City, in United States gold coin of, or equal to, the present standard
of weight and fineness, free from all past, present, or future taxes of the German
Republic, or of any state, municipality, or other taxing authority therein, at the
office of Speyer & Co., fiscal agents for the loan.

Coupon bonds in denominations of $1,000 and $500, registerable as to principal.
Annual cumulative sinking fund, sufficient to redeem the entire issue at or

before inaturity, to be applied to redemption of bonds by purchase in the market
at or below par and accrued interest, or, if not so obtainable, through drawings
by lot at par.

Not subject to redemption before April 1, 1930, except for sinking fund. Re-
deemable at par, as a whole or i.n part, on that date or oi any interest date there-
after, at the option of the city, upon not less than six months' previous notice.

Dr. Ernst Karding, treasurer of the city of Berlin, has furnished us the fol-
lowing statement:

The total authorized issue of these bonds is limited to $15,000,000. The bonds
are issued with the approval of the German and Prussian Governments and will
be the direct obligation of the city of Berlin which covenants that, if in the future
it shall issue any loan secured by a lien on any of its revenues or assets, these
bonds shall be secured equally and ratably with such loan.

The city of Berlin, the capital of the German Republic, with a population of
about 4,000,000, is the third largest city of the world. The value of real estate,
including buildings, and of industrial and commercial enterprises assessed in
Berlin as of December 31, 1924, amounted to about $2,100,000,000 and the
taxable income of the inhabitants for the year 1924 amounted to about $915,-
000,000.

The city owns valuable real estate, municipal buildings, and productive enter-prises, including water supply, gas atid electric light and power plants, street
railways and rapid transit lines, markets, stockyards, etc., the value of which is
conservatively estimated at more than $350,000,000. The revenues of the city
for the fiscal year ended March 31, 1925, were about $107,654,000 and the expendi-
tures were about $105,650,000 for the same period.

The proceeds of this loan will be used for additions and betterments to the
city's electric light and power plants and for the extension of its rapid transit
subway system.

These $15,000,000 bonds and other obligations amounting to about $200,000
will be the only external debt of the city, provision having been made for pay-
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ment of the $3,000,000 one-year 7 per cent external gold loAn, due November
15, 1925. The amount of the internal debt of the city other than 100,000 gold
marks outstanding (out of an authorized issue of 20,000,000 gold marks internal
loan 6 per cent bonds) can not be determined, until final action is taken by
Government authority in regard to the terms of revaluation of municipal obli-
gatione heretofore incurred; while no statement can be made at present as to
the outcome of legislation now pending, it is not anticipated that the maximum
requirements for payment of interest upon and for the amortization (within a
period of 20 years) of such obligations, as revalued, will exceed $4,300,000 per
annum.

Under the Dawes plan, which is now in Puccessful operation, to assure repara-
tion payments under the Versailles treaty (art. 248), it has been arranged to
impose charges on municip illy owned works similar to those on private indus-
trial undertakings. Pavments by Berlin's municipally owned utilities for this
purpose are estimated at not to exceed $475,000 for the 12 months beginning
September 1, 1925 (the first period for which such payments are required),
$950,000 for the succeeding 12 months, and a maximum amount of $1,150,000
per annum thereafter.

All conversions from German to United States currency have been made at
4.20 gold marks to the dollar.

Application will be made to list these bonds on the New York Stock Exchange.
All proceedings in connection with the issuance of the above bonds are subject

to the approval of our counsel, Messrs. Cadwalader, Wickersham & Taft.
We offer the above bonds for subscription, when, as and if issued and received

by us, .t 89 per cent and accrued interest, to yield about 7% per cent.
Subscription lists will be opened at the office of Spever & Co. at 10 o'clock

a. m., Thursday, July 2, 1925, and will be closed in our'discretion. We reserve
the right to reject any application and to allot a smaller amount than applied
for. Amounts due on allotment will be payable at the office of Speyer & Co.,
24-26 Pine Street, in New York funds on or about July 20, 1925, as called for,
against delivery of interim receipts exchangeable for definitive bonds when
ready. SPEYER & Co.

BLAIR & CO. (INC.).
THE EQUITABLE TRUST Co. OF NEW YORK.

JULY 1, 1925.
STATE OF SAO PAULO

(United States of Brazil)

TWENTY-FIVE YEAR 8 PER CENT SECURED SINKING FFTND GOLD BONDS, $15,000,000.
EXTERNAL LOAN OF 1925. DATED JANUARY 1, 1925; DUE JANUARY 1, 1950

Interest payable January 1 and July 1. Principal, premium and interest
payable in New York City either at the office of Spcver & Co. or of J. lHenry
Schroder Banking Corporation, in United States gold coin of the present stand-
ard of weight and fineness, without deduction for any Brazilian taxes, present
or future.

Speyer & Co., fiscal agents for the Loan. Coupon bonds in denominations
of $1,000 and $500.

Cumulative sinking fund beginning January 1, 1931, sufficient to redeem the
entire issue at or before maturity, to be applied to redemption of bonds through
purchase in the market at or below 105 per cent and accrued interest, or, if not
so obtainable, through drawings at 105 per cent by lot. All bonds not previously
retired by the sinking fund are to be paid at 105 per cent at maturity.

Not subject to redemption before January 1, 1935, except for sinking fund.
Redeemable at 105 per cent on that date and on any interest date thereafter,
at the option of the Government, as a whole (but not in part, except for the
sinking fund) upon not less than six months' notice.

Security.--These bonds (the total authorized amount of which is limited to
$15,000,000) will be the direct obligation of the State of Sao Paulo, the most
important State of Brazil, and will be secured by-

1. A first charge on the receipts from the tax on the transfer of real property
and from the inheritance tax (imposto de transmissAo de propriedade inter-viios
e imposto de transmissAo de propriedade causa-morlis). The receipts from these
taxes for the past three years averaged over $4,300,000 per annum and in 1924
were over $5,400,000.



SALE OF FOREIGN BONDS OR SECURITIES 705

2. A mortgage on the Sorocabana Railway, which will be (a) a first lien on
approximately 540 miles of road, (b) a lien on about 560 miles subject to the
mortgage securing the loan of 1905 (the original amount of which , approximately
$18,500,000, has been reduced through operation of the sinking fund to about
$13,650,000 bonds), and (c) a lien on the net earnings of the railway subject to
prior charges aggregating approximately $2,000,000 per annum. The annual net
earnings of the Sorocabana Railway, alplicable to this loan, after deducting such
prior charges, are estimated on the basis of rates now in effect at approximately
$900,000.

The above revenues pledged for this loan are equal to over five times the
annual interest requirements. The total annual charges for the service of the
loan beginning .January 1, 1931, when the sinking fund becomes'operative. will
be less than $1,600,000.

The loan contract provides for remittance of the funds required for the service
of the loan in 52 weekly installments to Spever & Co., fiscal agents.

Purposc.-The proceeds of this loan are to be used for additions, betterments
and extensions to the Sorocabana Railway, owned by the State. This railway
extends from the city of Sao Paulo, the cai)ital of the State, through its southern
and western portions, including some of the richest coffee growing and sugar
producing districts.

Debt.-The external funded debt of the State including this loan amounts (at
par of exchange) to about $66,750,000, or less than $13.50 per capita. The
internal debt amounts (at current rates of exchange) to about $45,500,000.

State owned properties.-The State owns properties, the present value of which
may be estimated at over $150,000,000; the most important of these properties
are the Sorocabana Railway, and the water-supply systems and sanitary works
of the city of Sao Paulo and other municipalities.

General.-Sao Paulo, known as the Empire State of the Republic of Brazil,
occupies an area of about 112,000 square miles, and is substantially equal in
size to the State of New York and the New England states combined. The
population is estimated at about 5,000,000. Sao Paulo is the principal agricul-
tural and industrial State of Brazil and more than one-half of the total world
production of coffee is grown in the State. The value of Sao Paulo coffee ex-
ported in 1923 was about $125,000,000. Other leading agricultulral products
include cotton, tobacco, and sugar. Cattle raising and meat packing are im-
portant industries, and rapid progress has been made in textile and other indus-
tries. Sao Paulo is served by nearly 4,500 miles of railroads, of which about
1,400 miles are owned by' the State.

The value of commodities produced in the State and shipped through the port
of Santos to foreign countries and to other States of Brazil during the year 1923
amounted (at rates of exchange then prevailing) to about $157,000,000. This
amount includes exports to the United States valued at more than $73,000,000,
the chief item of which was coffee. The foreign commerce passing through the
port of Santos during that year consisted of exports of the value of about $167,-
000,000, or about one-half of the total for Brazil, and imports of the value of
about $78,000,000, or about one-third of the total.

The wealth of the State, public and private, has been estimated at about
$4,000,000,000.

The credit of Sao Paulo has always ranked high, and the State has always met
its obligations. The outstanding external bonds of the State, issued before the
war, bear interest at the rate of 5 per cent and were placed in England, France.
Germany, Belgium, Holland, and Switzerland on a 5.10 per cent to a 5.40 per
cent basis. The bonds of the loan of 1905, the largest of the outstanding pre-
war issues, are quoted on about a 6.80 per cent basis.

Conversion from milreis into dollars has been made at the current rate of ex-
change of approximately 11.10 cents per milreis, or at the average rate prevailing
for the year referred to. Other currencies have been converted at par of exchange.

Application will be made in due co,irse to list these bonds on the New York
Stock Exchange.

A large part of the above bonds having been sold abroad, we offer the balance
for subscription, when, as and if issued and received by us, at 99% per cent and
accrued interest, to yield 8.10 per cent.

All proceedings in connection with the issuance of the above bonds are subject
to the approval of our counsel, Messrs. Curtis, Mallet-Prevost, Colt & Mosle.

Subscription lists will be opened at the office of Speyer & Co. at 10 o'clock
a. m., Tuesday, March 31, 1925, and will be closed in our discretion. We reserve
the right to reject any application and to allot a smaller amount than applied

I
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for. Amounts due on allotment will be payable at the office of Speyer & Co.,
24-26 Pine Street, in New York funds on or about April 16, 1925, as called for,
against delivery of interim receipts exchangeable for definitive bonds whenready. SPEYER 

& Co.
BLAIR & Co. (INC.).
LADENBURo, THALMANN & CO.
E. H. ROLLINS & SONS,
J. HENRY SCHRODER BANKING CORPORATION.
THE EQUITABLE TRUST CO. OF NEW YORK.
BLYTH, WITTER & CO.

The above statements have been obtained partly by cable from official and other
sources which we believe to be reliable.

MARCH 31, 1925.
GREEK GOVERNMENT

rORTY-YEAR 7 PER CENT SECURED SINKING FUND GOLD BONDS. $11,000,000. PART
OF THE REFUGEE LOAN OF 1924, AUTHORIZED BY THE COUNCIL OF THE LEAGUE
OF NATIONS; DATED NOVEMBER 1, 1921; DUB NOVEMBER 1,194

Interest payable May 1 and November 1. Principal and interest payable in
New York, at the office of Speyer & Co., in United States gold coin of the present
standard of weight and fineness, without deduction for any Greek taxes, present
or future. Coupon bonds in denominations of $1,000 and $500.

Sinkingfund.-Cumulative sinking fund of Y2 per cent per annum, sufficient to
redeem the entire loan at or before maturity. Additional sinking fund, equal to
75 per cent of capital repayments referred to below, estimated to amount, after
1928, to about $2,800,000 per annum, of which amount about $500,000 would be
applicable to the American issue. Sinking fund to be applied to redemption of
bonds through semiannual drawings at par.

Not subject to redemption before May 1, 1936, except by sinking fund operating
by drawings at par. The Government reserves the right on that date, or on any
interest date thereafter, to increase the sinking fund, or to pay off at par the whole
loan on giving three months' previous notice.

These bonds are part of an international loan (total authorized amount
£ 12,300,000, equal at par of exchange to about $59,858,000), the balance of which,
namely £7,500,000 sterling bonds have been sold, through public subscription, in
London bv Hambros Bank (Ltd.), and £2,500,000 sterling bonds are being offered
in Athens by the National Bank of Greece. This loan is issued pursuant to the
Geneva protocols, dated September 29, 1923, and September 19, 1924, ratified by
acts of the Greek Parliament, dated June 7 and October 24, 1924, and the Resol-
tions of the Council of the League of Nations, dated September 29, 1923 and Sep-
tember 19, 1924.

Monsieur Demetrius Caclamanos, envoy extraordinary and minister pleni-
potentiary of Greece in Great Britain, has authorized the following statement in
behalf of the Greek Government:

Purpose.-The purpose of this loan is to provide funds for establishing on the
land or in industry Greeks who after being forced to leave Turkey are to be settled
in Greece, according to the convention for the exchange of populations signed in
Lausanne in 1923. The number so to be settled is approximately 1,500,000.
For this work a Refugee Settlement Commission has been established by the
Greek Government with the approval of the Council of the League of Nations,
which will have supervision over the operations of the Commission. It consists
of two members appointed by the league, one of them an American citizen, who
is to be chairman, and two members appointed by the Greek Govnerment with
the approval of the league. Hon. Henry Morgenthau was the first chairman
and has been succeeded by Hon. Charles P. Howland of New York.

The proceeds of the loan, after repayment of advances amounting to about
$16,450,000 from the Bank of England and the National Bank of Greece for the
work of the Commission, will be placed at the disposal of the Commission and the
Government has undertaken to transfer to it, free of charge, about 1,250,000 acres
of land suitable for cultivation, houses, and urban real estate, the value of which
is estimated at more than $48,000,000. The Commission plans to grant the lands
to settlers on terms involving repayment in semiannual instalments with interest
over a period of not more than 15 years and to make advances, from the funds
at its disposal, for productive purposes on similar terms.
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Security.-The loan will be the direct obligation of the Greek Government and
will be secured by:

1. A first charge on revenues to be collected under the control of the Inter-
national Financial Commission, the yield of which for the year 1925 is estimated
(on the basis of receipts for the nine months ended September 30, 1924) at about
$12,245,000.

The revenues so pledged are the receipts from monopolies (i. e., salt, matches,
playing cards, and cigarette paper), tobacco and stamp duties in the new ter-
ritories of Greece, from the customs at Canea, Candia, Samos, Chios, Mytilene,
and Syra, and from the alcohol duty in the whole of Greece (the last-named revenue
is subject, however, to a contingent prior charge of about $400,000).

2. A charge upon the surplus of revenues heretofore assigned to the Inter-
national Financial Commission over requirements for the service of the loans for
which such revenues have been pledged. This surplus for the year 1925 is
estimated (on the basis of the receipts for the first nine months of 1924) at about
$13,731,000.

The above revenues pledged for this loan should equal about six times the
annual interest and sinking fund requirements amounting (at par of exchange for
sterling) to about $4,475,000.

3. A first charge on the property and income of the Refugee Settlement Com-
mission. It is estimated that the value of the property and assets of the com-
mission after the proceeds of this loan have been applied as planned will be approx-
imately $94,000,000 and that, taking a period for repayment of 15 years, the
receipts from repayments for lands sold, moneys advanced and rents should, on an
equalannual installment basis, amount after 1928 to not less than $4,700,000 per
annum or more than the annual requirements for the service of the loan. Approx-
imately four-fifths of this amount, it is estimated, will be repayments of capital,
75 percent of which, or over $2,800,000 are to be applied as an additional sinking
fund for redemption of bonds of this loan.

The International Financial Commission referred to above was formed in
1898 to control the collection of, and to administer the revenues assigned to the
service of Greek Government loans. The members of the commission are repre
sentatives of the Governments of Great Britain, France, and Italy. It has
accepted irrevocably the order of the Greek Government to retain from the
revenues pledged for this loan the amounts required for payment of interest and
sinking fund.

Since 1898, during which time the country has passed through two Balkan
wars and the great European war, Greece has consistently maintained payments
due under the obligations of her external debt.

General.-Greece occupies an area of approximately 33,000 square miles.
The population is estimated at 7,000,000, of which about two-fifths is in the new
territories added to Greece since 1913. In area the country is about as large as
Austria, and it is about three times as large as Belgium or Holland. The popula-
tion is greater than that of Austria and it is about the same as that of Belgium or
Holland. The country is mainly agricultural. Industry has made considerable
progress. The merchant marine of Greece amounts to about 900,000 tons. The
country benefits materially by remittances from emigrants, a large part of which
is from the United States:

Except as otherwise stated, the dollar amounts shown above have been con-
verted at the rate of 250 drachmas per pound sterling and $4.70 per pound
sterling.

Application will be made in due course to list these bonds on the New York
Stock Exchange.

A large part of the above dollar bonds having been sold, we offer the balance
for subscription, when, as and if issued and received by us, at 88 per cent and
accrued interests, to yield 8 per cent.

All proceedings in connection with the issuance of the above bonds are subject
to the approval of our counsel, Messrs. Cadwalader, Wickersham & Taft.

DECEMBER 17, 1924.

GERMAN NATIONAL RAILWAY SYSTEM

(DEUTSCHE REICHSBAIN-GESELLSCHAFT, ORGANIZED IN ACCORDANCE W|I'H THE
DAWES PLAN)

The following information is sununarized from the report made to the Dawes
Commission by Sir William Ac%%orth, English railway expert, and Monsieur
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G. Leverve, French railway expert, from the law giving effect to the railway-
provisions of the Dawes plan, and from other sources believed to be realiable. ,

The German State Railwav Co. was organized (under the law of August 30,
1924) to take over the operation of the German railway system under private
management. The system, comprising about 33,000 miles of road, is the largest
in the world and the'construction of lines, stations, yards, and buildings is of a
high standard. The equipment, consisting of approximately 31,000 locomotives,
70,000 passenger cors, and 750,000 freight cars, is superior both in quality and in
quantity to that In ,"se before the war; two-thirds of the rolling stock is less
than 10 years old.

The original cost of the system was about $6,200,000,000, and the present
value is estimated by English and French railway experts to be fully equal to the
cost.

CAPITALIZATION

Funded debt: First closed mortgage 40-year reparation bonds, guaranteed
by the German Government. Annual charge beginning with fourth year (1928),
5 per cent for interest and 1 per cent for cumulative sinking fund; lower charges
for first three vears as stated below (issued to trustee appointed by Reparation
Commission), $2,620,000,000; second mortgage 15-year 7 per cent gold bonds, to
be issued and pledged as security for a credit of $15,000,000 up to $22,600,000.

Capital stock: Common stock (issued to the German Government or the
German States), $3,095,000,000; preferred stock, authorized, $476,000,000.

Cumulative dividends not to exceed 7 per cent per annum; issue price to be not
less than par. Three-fourths of the proceeds of the sale of preferred stock is to
accrue to the railway company and one-fourth to the German Government;
one-fourth of the preferred stock is to be sold within two years and, if the Govern-
ment requires the proceeds of such sales are to be paid to it.

The first-mortgage reparation bonds are secured by a first lien on all the
railway property, fixed and movable, now owned or hereafter acquired by the
German Government or by the railway company. The second-mortgage bonds
will be secured by a mortgage, subject only to the lien of the first-mortgage
reparation bonds.

Except for the above first-mortgage reparation bonds, the total amount of
bonds and secured loans which the company may issue is limited to a inaximunl
of $60,000,000 until the amount of preferred stock issued is $238,000,000.

EARNINGS

Pre-war net earnings of the German railways, before deducting interest and
sinking fund payments, were as follows:
1910 ----------------------------------------------------- $219, 000, 000
1911 ---------------------------------------------------- 251,000,000
1912 ----------------------------------------------------- 252, 000 000
1913 ----------------------------------------------------- 238,000,000

The experts in their report to the Dawes Commission stated that the gross
revenues amount to approximately $1,000,000,000 per annum. They estimated
that the net earnings, available for interest and sinking fund payments, after
provision for adequate reserves, would be as follows:
First year ------------------------------------------------- $95, 000, 000
Second year ------------------------------------------------ 131, 000, 000
Third and fourth years ---------------------- 167,000,000 to 179, 000, 000
Fifth and subsequent years ---------------------------------- 190, 000, 000

The annual payments to be made for interest and sinking fund on the first
mortgage reparation bonds are $48,000,000 for the first year, beginning September
1, 1924, and ending August 31, 1925, increasing to $157,000,000 for the fourth
year and thereafter.

According to the latest information, the above estimates of earnings will be
exceeded and it is now estimated that for the 15 months beginning October 1,
1924, and ending December 31, 1925, the net earnings available for debt service-
and reserves will be about $250,000,000.

The approximate dollar amounts given above are on the basis of 4.20 gold
marks to the United States dollar.
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MANAGEMENT

The management of the company is entrusted to an administrative board of
18 members, all of whom are to be experienced business men or railway experts;
one-half are to be nominated by the German Government and one-half, including
at least 4 foreigners, by the trustee for the first mortgage reparation bondholders.
M. Delacroix, formerly Prime Minister of Belgium, has been appointed such
trustee. The foreign members nominated by the trustee are as follows: Sir
William Acworth (England) Signor Giuseppe Biano'.ii (Italy), M. Jules Jadot
(Belgium), and M. Maurice Margot (France). The rJerman members nominated
by the trustee are as follows: Messrs, Bergmann, von Mtlller, Mtnchmeyer,
Stieler, and Sarre.

SPEYEit & Co., New York.

DNAR SIRS: We have entered into a contract to extend to the German State
Railway Co. (organized in accordance with the Dawes plan) a secured open bank
credit not to exceed $15,000,000, the amounts, availed of by the railway company
under such credit to be repayable not later than January 31, 1926. Approxi-
mately one-third of this credit is to be available in pounds sterling and has been
taken by a London banking group headed by Messrs. J. Henry Schrlider & Co.

Interest at the rate of 7 per cent per annum upon such aniounts of the credit as
are used by the railway company will be payable at the end of each calendar
quarter.

We will allow participants in this credit, as compensation, a commission of
I per cent on the full amount of their commitment, payable out of the first install-
mient. This commiissioii is payable in any case not later than March 31, 1925,
whether or not the credit is used.

Principal and interest of the dollar portion of the credit are to be pa-,ab!e in
New York at the office of Speyer & Co. i United States gold coin; all paynlcnts on
account of principal and interest to be without deduction for any taxes, present
or future, of the German Government or any subdivision thereof. The contract
provides that the railway company will not avail itself at any one call of niore
than 20 per cent of the whole amount of the credit, and will give the bankers two
weeks' previous notice of payments and repayments. The railway company
further agrees not to borrow abroad during the pendency of this credit without
the consent of the bankers.

This credit will be the direct obligation of the German State Railway Co. and
will be secured by pledge of 15-year 7 per cent second mortgage gold bonds, equal
at face value to 150 per cent of the amount of the credit in use, the collateral for
the dollar portion to be lodged with Speyer & Co. in New York.

As we receive compensation front the railway company, we shall make no
charge to participants for our services and expenses in connection with this credit.

All legal matters covering the issuance of this credit and the security therefor
are to bE approved by our counsel here and in Germany.

Kindly advise Speyer & Co., 24 and 26 Pine Street, New York, as promptly as
possible, but not later than the close of business, Monday, December 1, 1924,
what amount of participation in this credit you desire, and we shall use our best
efforts to meet your wishes.

For further iniforination, reference is made to the accompanying circular.
Yours very truly, SPEY:vit & Co.

CHAs E S:CUITIES CORPORATION.
BLAIR & CO. (Inc.)
THE EQUITABi.E TnUST Co. of New York.
BANK OF TIE MANHATTAN CO.
J. HENRY SCIIO.DER BANKING CORPORATION

SEVEN MILLION FIVE HUNDRED THOUSAND DOLLARS STATE LOAN OF THE
KINGDOM OF HUNGARY 1924 7%'PER CENT SINKING FUND GOLD BONDS,
DATED AUGUST 1, 1924, DUE FEBRUARY 1, 1944

Interest payable February 1 and August 1. Principal and interest payable
in New York at the office of Speyer & Co., in United States gold coin of present
standard of weight and fineness, without deduction for any Hungarian taxes,
present or future. Coupon bonds in denominations of $1,000, $500, and $100.

Not subject to redemption before February 1, 1934, except for sinking fund.

|"
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Redeemable at any time on and after that date, at the option of the govern.
ment, with the consent of the trustees, as a whole (but not in part except for
sinking fund), upon not less than six months' notice, at par and accrued interset.

Cumulative annual sinking fund. beginning February 2, 1925, sufficient to
redeem the entire issue at or before maturity, to be applicd to redemption of
bonds through purchase in the market, if obtainiable at less than par and ac.
crued interest, or, if not so obtainable, through annual drawings by lot at par
and accrued interest.

These bonds and £7,902,700 sterling bonds to be offered simultaneously in
London by Messrs. Baring Brothers & Co. (Ltd.), N. M. Rothschild & Sons,
and J. Henry Schroder & Co., are part of an international loan to he issued
also in Czechoslovakia, Holland, Italy, Sweden, Switzerland, Hungary, and
other countries, in various currencies, for amounts sufficient to yield to the
government in the aggregate an effective sum not exceeding the ccjmivalent of
250,000,000 Hungarian gold crowns, or about $50,650,000.

GUARANTIES ESTABLISHED FOR THE PROTECTION OF THE BONDHOLDERS

The following is a summary taken from a statement which has been approved
by Hon. Jeremiah Smith, Jr., commissioner general of the League of Nations
for Hungary, and by Baron Frederick de Koranyi, Hungarian Minister of
Finance:

"The loan is issued pursuant to the Geneva protocols, dated March 14, 1924,
approved by the council of the League of Nations and ratified by the Htm-
garian Government, for the purpose of effecting the financial and economic
reconstruction of Hungary in accordance with the plan of the council of the
league. This plan provides for the stabilization of the Hungarian currency and
the balancing of the budget on a permanent basis through taxation by Jule 30,
1926. The execution of this plan is under the supervision of the commissioner
general appointed by the council of the league and responsible to it. Hon.
Jeremiah Smith, jr., of Boston, has been appointed to this office. The proceeds
of the loan will be placed under the control of the commissioner general and
will be used to cover the excess of expenditures over revenues during this period
of reconstruction.

"The loan will be secured by a first charge on the gross revenues from the
customs, the sugar tax, and the tobacco monopoly, and the net revenue from
the salt monopoly. The receipts from these revenues for the first four months
of 1924 were at the rate of about 80,000,000 gold crowns aboutt $16,208,000)
per annum, or over two and one-half tines the annual requirements for interest
and sinking fund payments on the loan amounting to about $6,280,600. The
loan will be additionally secured, if required by thie commissioner general (or
by the trustees for the bondholders when no commissioner general is functioning,
by a'first charge on any other revenues (except those of the State Railways)
and assets of the Government. The security for this loan will extend to any
loan which the Government may issue to redeem on or after February 1, 1934,
the then outstanding balance of any issue forming part of this loaf), but not
other lien on the above revenues and assets may be created ranking in priority
to or par! passu with the lien of this loan.

"By agreements with the United States, Great Britain, and other mi:.tions
interested, the obligations for relief bonds have been subordinated to the lien
of this loan, and all charges for reparations, imposed under the treaty of peace,
have likewise been subordinated by the Reparation Commission.

"The revenues pledged will be paid, as collected, into a special account, con-
trolled by the commissioner general, and when no commissioner general is func-
tioning, by the trustees for the bondholders appointed bv the council of the League
of Nations. Out of these funds there will be transferred to the trustees, in
accordance with the terms of the loan, on the first of each month, one-twelfth
of the annual requirements for interest and sinking fund.

"A reserve fund in cash, sufficient to cover one-half of the annual interest and
sinking-fund requirements of the loan, is to be kept on deposit with the trustees
to meet any deficiency in the service of the loan. Any amount drawn from this
fund is to be forthwith made good by the Hungarian Government

"Control by the commissioner general will continue until the council deter-
mines that financial stability is assured, but such control may be reestablished at
any time while any part of ihe loan is outstanding, if the balance of the budget or
the security for the loan is endangered."

I
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Great Britain, France, Italy, and the neighboring States of Rumania, Yugo-
slavia, and Czechoslovakia, in a protocol signed March 14, 1924, joined with
Hungary in solemn declaration to respect the political and economic independ-
ence, territorial integrity and sovereignty of Hungary, and the guaranties estab-
lished for the protection of the bondholder,.

Hungary occupies an area of 35,911 square miles, with a population, according
to the census of 1920, of 7,987,000; its area is approximately three times that of
Belgium or Holland, and its population is greater. Budapest, the capital and
principal city, with a population of 928,996, is a center of rail anid inland water
transportation, and is the leading flour milling city in Europe. The country is
mainly agricultural; it is self-supporting as to food supply and rich in natural
resources.

We offer the above bonds for public subscription, when, as and if issued and
received by us, and subject to the approval of counsel, at 87% per cent and
accrued interest, to yield about 8.86 per cent.

The right is reserved to reject any application and also to allot a smaller
amount than applied for. Payment for bond: allotted ii to be made in New
York funds on or about August 1, 1924, at the office of Spcyer & Co., 24-26 Pine
Street, New York, against delivery of temporary certificates exchangeable for
definitive bonds when ready. THE EQUITABLE TRUST Co. of NW YORK.

HAMBLETON & CO.
SPEYER & Co.
HAYDEN, STONE & Co.

The above statements, so far as they are not taken from the statement approved
by Hon. Jeremiah Smith, jr., have been obtained from official and other sources
which we believe to be reliable, but they are not guaranteed by us.

JuLY 2, 1924.

THREE MILLION, Six HUNDRED THOUSAND DOLLARS HAVANA ELECTRIC RAIL-
WAY, LIGHT & POWER Co., GENERAL MOR'L GAGE 5 PER CENT SINKING-FUND
GOLD BoNDS, SERIES "A", DATED SEPTEMBER 1, 1914, DUE SEPTEMBER
1,1954

Interest payable March 1 and Sepfember 1 in New York. Redeemable at
105 per cent and interest at nny time on 30 days' notice.

Coupon bonds In denomination of $1,000, registerable as to principal. Fully
registered bonds of $1,000, $5,000, and authorized multiples of $5,000. Coupon
bonds and fully registered bonds interchangeable.

Guaranty Trust Co. of New York, trustee.
For information on these bonds, reference is made to a letter from Frank

Steinhart, Esq., president of the Havana Electric Railway, Light & Power Co.,
which he has summarized as follows:

"The Havana Electric Railway, Light & Power Co. is a New Jersey corporation
organized in 1912, which acquired all the properties, rights, and franchises of
predecessor companies. The company furnishes the entire electric light, power,
gas and street railway service in Havana, and also operates the suburban street
railway line to Marianao. The population of the territory served is approx-
imately 400,000.

"The franchises of the electric and gas properties, as well as that of the line
to Marianao, are perpetual. The franchises of the street railways expire in 1958.

"Security.-The general mortgage sinking fund gold bonds are secured by a
direct mortgage covering all of the property of the Havana Electric Railway,
Light & Power Co., on the Island of Cuba, subject to $12,208,224 underlying
bonds. All prior lien mortgages are closed.

"The authorized amount of general mortgage bonds is limited to $25 000,000;
the amount outstanding in the hands of the public these bonds Included, wili be
$9 449,000; $312,000 are in the sinking fund; 110,450,000 are reserved for
refunding underlying bonds and the balance, including bonds not required for
refunding purposes, may be issued for new property, additions, betterments and
improvements.

"Purpoe.-The sale of these bonds will provide funds for the retirement on
September 1, 1922, of the company's 5-year 7 per cent notes, due 1926 and for
additions and betterments to the company's properties, particularly for the exten-
sion of its gas mains.

92928-32--PT 2- 27
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"Earnings.-The company's earnings for the nine years ended December 31,
1921, were as follows:

Balance for
Gross reve. Net in. Interest Times defreciatlo.nues come charges earned dividends,

and surplus

1921 ............................. $1,582,653 $5,629,075 $1,009,011 5.88 $4,620,064
1920 ....................................... 11,477,937 6.077,269 968,759 5.24 4,108.810
1919 ....................................... 9.397,452 4, 482, 305 979,710 4.57 3,502,695
1918 ....................................... 8,176,54.5 3,940.784 989,138 3.98 2,951,640
1917 ....................................... 0,989.599 3.753,884 1,138.623 3.2D 2,615,261
1916 ........................................ 6.017,708 3,718,384 1,297.093 2.86 2.421,291
1915 ................................ 6641,303 3,351,672 1,115,414 3.00 2,236,258
1914 .............................. .o,396,714 2,903,511 1.094,140 2.6,5 1,S09,371
1913 ..................................... 5,417,054 2,944,189 1. 09, 086 2.68 1,848,103

"Net income of the company for the first five months of 1922 was $571,366
more than for the same period in 1921 and equal to approximately six times
total interest charges for the period, including interest on these bonds, not
figuring interest on the notes called for redemption.

"Equity.-The general mortgage bonds are followed by $ 2 0,978,47 7 preferred
stock and $14,947,346 common stock, listed on the New York Stock xchange,
which, at current quotations, represent an equity of more than $30,000,000.
Since its organization in 1912 the company has paid the regular semiannual
dividend on the 6 per cent cumulative preferred stock and also dividends every
year on the common stock since 1916 at the rate of 6 per annum.

"Application will be made to list these bonds on the New York Stock Exchange
so far as not already listed."

We offer the above bonds, subject to prior sale, when, as and if received by us,
and subject to approval of counsel, at 85 per cent and interest, to yield about
6.07 per cent.

As to $1,600,000 of the above bonds, this offering is subject to the right of the
holders of $1,600,000 5-year 7 per cent notes, due 1926, called for redemption for
September 1, 1922, to convert their notes into these bonds on or before August
22 1922.

We reserve the right to reject any subscription and to allot a smaller amount
than applied for. It is expected that definitive bonds will be ready for delivery
at the office of Messrs. Speyer & Co. on or about August 24, 1922, against pay-
ment in New York funds.

HARRIS, FoRBzs & Co.
SPEYER & Co.

The above statements have been obtained from official and other sources which
we believe to be reliable, but they are not guaranteed by us.

NEW YoRx, July 27, 19202.

HAVANA ELECTRIC RAILWAY, LIGHT & POWER CO.,New York, July 25, 192*.

Messrs. SPEYER & Co.,

Messrs. HARRIS, FORBES & Co
New Pork.

DEAR SIRs: In connection with your purchase covering $3,600,000 Havana
Electric Railway Light & Power Co. general mortgage 5 per cent sinking-fund
gold bonds, due september 1, 1954, series A, I submit the following Information:

SECURITY

"he general mortgage sinking-fund gold bonds are secured by a direct mortgage
cc ing all of the property of the Havana Electric Railway, light & Power Co.
on Viie Island of Cuba, subject to $12,208,224 underlying bonds. All prior lien
mortgages are closed.

The authorized amount of general mortgage bonds is limited to $25,000,000;
the amount outstanding in the hands of tbo public, these bonds included, will be
$9,499,000; $312,000 bonds are in the sinking fund; $8,100,000 bonds are reserved
for refunding $7,500,000 of Havana EVectric Railway Co. consolidated mortgage
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5 per cent gold bonds, due 1952, and £134,600 English 5 per cent sinking-fund
mortgage bonds of Compania de Gas y Electricidad de la Habana, due 1943, and
$2,350,000 bonds are reserved for issue, to the extent required, to assist in the
refunding of these issues. The balance, including the bonds reserved for issue
in connection with refunding but not needed for that purpose, may be issued to
the company at par, subject to the restrictions of the mortgage, for 80 per cent
of the cost of new property additions, betterment, and improvements, at a
cumulative rate not to exceed $750,000 bonds a year.

PROPERTY

The Havana Electric Railway, Light & Power Co. is a New .ersey corporation,
organized in 1912, which acquired all the properties, rights, and franchises of
predecessor companies. The company furnishes the entire electric light, power,
gas, and street-railway service in Habana, and also operates the suburban street-
railway line to Marianao. The population of the territory served is approximately
400,000.

The properties of the company include a central electric power station with
an installed capacity of 62,500 kilowatts which, in completion of additions under
way, will be increased to 75,000 kilowatts; a gas plant with a daily capacity of
10,500,000 cubic feet; over 86 miles of overhead trolley street railway (single.
track measurement); two modern steel and concrete wharves; and an office build-
ing located in the center of the business district of Habana. The gas and electric
plants are mriodern, having been constructed in 1913 and 1914, and important
additions have been made in 1921 and 1922. Since 1912 additions to the com-
pany's tracks have amounted to nearly 50 per cent of the original trackage, and
a large part of the company's original trackage has been replaced with an improved
type of construction. The passenger equipment consists of over 500 cars Va
compared with 302 cars in 1912.

FRANCHISES

The franchises of the electric and gas l)roperties as well as that of the line to
Marianao are perpetual. The franchises of the street railways expire in 1958.

PURPOSE

The company has called for redemption at 102% and interest for September 1,
1922, its entire issue of $1,500,000 5-year 7 er cent secured convertible gold
notes, due September 1, 1926. Holders of these notes have the right to convert
their notes into general mortgage 5 per cent bonds on or before August 22, 1922.
As to $1,500,000 bond, the sale to you is, therefore, subject to the conversion
rights of the-holders of the 5-year 7 per cent notes.

The sale of these bonds will provide funds for the retirement of these 5-year 7
per cent notes, and for additions and betterments to the company's properties,
particularly for the extension of its gas mains.

EARNINGS

The company's earnings for the nine years ended December 31, 1921, were as
follows:

Balance for
Year Groms reve- Net in. Interest Time. deprecia-

nues come charges earned tion. dii.-
dends, andsurplus

1921 ....................................... $12,882,653 $5.629.075 $1,009,011 5.58 $4,620,064
1920 ....................................... 11.477,937 5,077,269 96,759 5.24 4,10K 519
1919 .................................... 9. 797.452 4.4982305 979,710 4.57 30,02, 5
1918 ....................................... , 176,545 3940.784 .89.138 &98 2, 951, 616
1917 ....................................... 6, 9b9, 599 3. 7 , F.84 1,138,623 3.29 2,615,261
1916 ...................................... 6,017,708 3.718,394 1,297,093 286 2,421.291
1915 .................................. , &1, 303 3 351,672 1,115,414 3.00 2, 23, Z58
1914 ....................................... 5,396,714 2,903,511 1.094,140 2.65 1,809.371
1913 ....................................... 5,417,054 2,944, 189 1,096,086 2.68 1,848,103
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Earnings for the five months ended May 31, 1922, compare with earnings for
the same period in 1921 as follows:

5 months ended May3 j 192"2 1921

Gross revenues............................................................... $5,459,542 $5,41,730
Net incoiie ..................................................................... 2,802,54S 2,231, W82
Interest charges ....... .......... .......................................... 444,800 4(, 88
Times earned .................................................................. . 6. 30 5.46
Balance ......................................................................... $2, 357, 74 $1, A22,374

Net income of the company for the first five months of 1922 was $571,366
more than for the same period'in 1921 and equal to approximately six times total
interest charges for the period, including interest on these bonds, not figuring
Interest on the notes called for redemption.

CAPITALIZATION

The company's outstanding capitalization in the hands of the public, including
this issue, upon the retirement of the 5-year 7 per cent notes, will be as follows:
Funded debt:

Habana Electric Ry. Co. consolidated mortgage 5 per cent gold
bonds, due 1952 --------------------------------------- $8, 069, 570

Compania de Gas y Electricidad de la Habana 50-year mortgage
6 per cent bonds, due 1954 ----------------------------- 3, 997, 904

Compania de Gas y Electricidad de la Habana 37-year English
5 per cent sinking-fund mortgage bonds, due 1943 (R27,900)- 134, 850

Compania de Gas y Electricidad de la Habana 6 per cent general
consolidated obligations, called for redemption on June 15,
1917 ------------------------------------------------- 5,900

Habana Electric Railway, Light & Power Co. general mortgage
5 per cent sinking-fund gold bonds, due 1954 (including this
offering) --------------------------------------------- 9, 499, 000

Total funded debt ----------------------------------- 21, 707, 224

Capital stock:
6 per cent cumulative preferred .................- 20, 978, 477
Common ----------------------------------------------- 14, 947, 346

Total capital stock ------------------------------------ 35, 925, 823

EQUITY

The general mortgage bonds are followed by $20,978,477 preferred stock and
$14,947,346 common stock, listed on the New York Stock Exchange, which, at
current quotations, represent an equity of more than $30,000,000. Since its
organization in 1912 the company has paid the regular semiannual dividend on the
6 per cent cumulative preferred stock and also dividends every year on the
common stock, since 1916 at the rate of 6 per cent per annum.

SINKING FUND

Provision is made for a sinking fund through annual payments to the trustee,
equal to 1% per cent of all general mortgage bonds at the time outstanding
(including as outstanding bonds in the sinking fund), to be applied together with
the interest on bonds in the sinking fund, to the purchase of general mortgage
bonds at not to exceed 105 and interest, or if not obtainable to drawing by lot
at 105 and interest. The company may1 however, make sining-fund payments
In these bonds to be accepted at a value of 105.

Application will be made to list these bonds on the New York Stock Exchange
so far as not already listed.

All proceedings in connection with the issue and sale of these bonds are subject
to the approval of your counsel.

Yours very truly,
FRANK STEINHART, President.
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ONE MILLION FIVE HUNDRED THOUSAND DOLLARS HABANA ELECTRIC RAILWAY
LIGHT & POWER Co., 5-YEAR 7 PER CENT SECURED CONVERTIBLE GOLD
NOTES

Dated September 1, 1921; due September 1, 1926. Interest payable March 1
and September 1. Authorized and outstanding, $1,500,000.

Coupon notes in denominations of $1,000, registerable as to principal only.
Convertible at the option of the holder into the general mortgage 5 per cent
sinking fund gold bonds of the company at 82% per cent and interest, with ad-
justment in cash for the difference between 82% and 100 per cent.

Redeemable as a whole upon 30 days' notice at 102% if called on or before
September 1, 1922, at 102 if called on or before September 1, 1923, at 101% if
called on or before September 1, 1924, at 101 if called on or before September 1,
1925, at 100)4 if called on or before March 1, 1926, in each case with accrued
interest. The holder will have the privilege of converting up to 10 days prior
to redemption date.

Interest payable without deduction of the normal Federal income tax, not to
exceed 2 per cent. Pennsylvania 4-mill tax refunded.

Guaranty Trust Co. of New York, trustee.
Mr. R. R. Loening, first vice president of the Habana Electric Railway, Light

& Power Co., has written to us describing these notes as follows:
Security: These $1,500,000 notes will be secured by deposit with the trustee of

$3,000,000 Habana Electric Railway, Light & Power Co. general mortgage
5 per cent sinking fund gold bonds, due 1954. The general mortgage by which
these bonds are secured covers all the property of the company now owned and
which may hereafter be acquired on the island of Cuba, subject to $12,620,924
underlying bonds.

Property: The Habana Electric Railway, Light & Power Co. is a New Jersey
corporation organized in 1912, and furnishes the entire electric light, power, gas
and street railway service in Habana. It also operates the suburban line between
Habana and Marianao. The company is thus the public service organization
which supplies exclusively the united services of electricity, gas, and street railway
transportation to a city the population of which is approximately 400,000.

Franchises: The franchises of the electric and gas properties as well as that of
the line to Marianao are perpetual. The franchises of the street railways expire
in 1958.

Earnings: The company's earnings for the eight years ended December 31,
1920, are as follows:

Gross Net income Interest Times Balanoerevenues Ne no charges earned Blne

1920.................................. 1 $11,477,937 $5,077,269 $968,759 5.24 $4,108,510
1919 .................................. 9.397,452 4,482,305 979,710 4.57 3.502,595
1918 ................................... 8,176.545 3 940.784 989,138 3.98 2,951,6461917 ................................... 6 989.599 3:753.84 1.138.623 3.29 2,615,2811916 ................................... 1 6,017, "08 3,71&384 1,297,093 186 2421,291

1915 ................................... 5.541.303 3,351,672 1,115,414 3.00 2,236,258
1914 ................................... 5.396,714 2,903,511 1.094,140 2.65 1,809,371
1913 ................................... 5,417,054 2,944,189 1,096,086 2.68 1,848,103

Earnings for the six lnonths ended June 30, 1921, compare with the earnings
for the same period in 1920 as follows:

6 months ended June 30 1921 1920

Oross revenues .................................................................. $6.404,016 $5, 557,941
Net income ................................................................ 2 676,834 2,65 98
interest charges ............................................................ -489,362 483,789
rines earned .................................................................. 5 47 2, 49
Balance ......................................................................... 2187,472 2,173,196

Net Income of the company for the first six months of 1921 was equal to 4.94
times total interest charges, including interest on the present issue of notes.

Purpose of issue.-The company is engaged in Installing additional equipment
in its electric power and gas plants which will increase the capacity of both over
50 per cent. This material has been purchased in the United States and current

I
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payments therefor have been made out of earnings. The proceeds of this issue
will be applied toward the reimbursement of the company for such capital
expenditures incurred in the completion of these extensions of its plants.

Capitalization.-The company's outstanding capitalization will be as follows:
Funded debt:

Havana Electric Ry. Co. consolidated mortgage 5 per cent
bonds, due 1952 -------------------------------------- $8, 070, 570

Cia. de Gas y Electricidad 50-year mortgage 6 per cent bonds,
due 1954 --------------------------------------- 3, 997, 904

Cia. de Gas y Electricidad 37-year mortgage 5 per cent English
bonds, due 1943 -------------------------------------- 552, 450

Cia. de Gas y Electricidad 6 per cent obligations called June 15,
1917, but not presented --------------------------------- 6,100

Havana Electric Railway, Light & Power Co. general mortgage
5 per cent bonds, due 1954 ----------------------------- 5, 845, 000

Havana Electric Railway, Light & Power Co. 5-year 7 per cent
secured convertible notes (this issue) -------------------- 1,500, 000

Capital stock:
6 per cent preferred ------------------------------------- 20, 978, 477
Common ----------------------------------------------- 14, 948, 346

Equity.-These notes are followed by $20,978,477 preferred stock and $14.
948,346 common stock, both of which have for a number of years paid dividends
of 6 per cent per annum and are listed on the New York Stock Exchange.

We offer the above notes, subject to prior sale, when, as, and if issued and re-
eived by us, and subject to the approval of counsel, Messrs. Cadwalader, Wicker-

sham, and Taft.
Price 97'and interest, yielding about 7% per cent. SSPiRYER & CO.
NEW YORK, August R6, 1921.
Although these statements are not guaranteed they have been obtained from

sources we believe to be reliable.

THE UNITED STATES MILITARY GOVERNMENT OF SANTO DOMINGO ISsUES IN
BEHALF OF THE DOMINICAN REPUBLIC $2,500,000 4-YEAR CUSTOMS ADMIN-
ISTRATION 8 PER CENT SINKING-FUND GOLD BONDS (EXTERNAL LOAN OF 1921)

Dated June 1, 1921; interest payable June I and December 1; due June 1, 1925.
Total authorized issue $2,500,000. Coupon bonds in $1,000 and $500 denomi-

nations. Registerable as to principal only. Principal, premium and Interest
psyable free of all present or future Dominican taxes in United States gold coin
of thepresent standard of weight and fineness, at the office of the Equitable
Trust Co. of New York, fiscal agent of the loan.

Sinking fund sufficient to redeem annually at least one-quarter of the total
amount of the loan by means of semiannual drawings of bonds in New York by
the fiscal agent for payment at 105 per cent and accrued interest on each interest
date beginning December 1, 1921. All bonds not previously retired by the
sinking fund are to be paid at maturity at 105 per cent and accrued intoest. ,

The following information has been furnished by Lieut. Commander Arthur
H. Mayo, Supply Corps, United States Navy, the officer administering the
affairs of the department of finance and commerce for the United States Military
Government.

"The issue of these bonds has been approved by the United States Government,
under the terms of the American-Dominican convention of 1907, and by the
United States military government of Santo Domingo. The bonds will con-
tain the following clause:

" ' With the consent of the United States there is secured the acceptance of and
validation of this bond issue by any government of the Dominican Republic
as a legal, binding, and irrevocable obligation of the Dominican Republic, and the
duties of the general receiver of Dominican customs as provided under the American-
Dominican convention of 1907, are extended to this bond issue.'

"Until all of these bonds shall have been redeemed the Dominican Republic
agrees not to increase Its public debt, nor to modify its customs duties without
the previous consent of the United States Government; and its customs revenues
shallcontinue to be collected by a general receiver of customs appointed by and
responsible to the President of the United States.
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"Security.-These bonds are secured by a charge upon the customs and other
revenues of the Dominican Republic, subject to existing charges and expenses
of collection.

"Customs revenues.-The customs revenues for the period August 1, 1907, to
December 31, 1920, have averaged annually $4,040,000. The highest returns
were $6,274,000 for the year 1920, and the lowest $2,877,000 for the year 1910.

"Total revenues.-The Republic's total customs and other revenues for the
five years January 1, 1916, to December 31, 1920, averaged annually $7,374,984.
The largest revenues were $10,494,386 for the year 1920 and the smallest
$4,749,370 for the year 1916.

"Fixed charges.-The total amount required for the interest and fixed sinking
funds of the 5 per cent loans of 1908 and 1918 and of the present loan is approxi-
mately $2,350,000 per annum.

"Total debt.-The Republic's total debt, as of May 31, 1921, including the
present loan is $13,154,343. During the period November 30, 1916, to Mvay
31, 1921, the Republic reduced its debt by over $10,150,000 or approximately
one-half. In addition, the Republic has spent during the same period, under the
supervision of American engineers, approximately $6,000,000 for public works of
various kinds.

"Purpose of loan.-The proceeds of this loan are to be used mainly for the com-
pletion of essential public works consisting of roads, port improvements, schools,
etc., and in part for the retirement of certificates of indebtedness. This work
will be done under the supervision of American engineers, and such portion of
the loan as is used for the purchase of supplies and equipment will be spent in
the United States."

We offer the above bonds for subscription, if, as, and when issued and received
by us and subject to approval by our counsel, at 100 and accrued interest, to
y field 18.91 per cent if redeemed December 1, 1921; 13.20 per cent if redeemed
June 1, 1922; 11.28 per cent if redeemed Decem'ier 1, 1922; 10.37 per cent if
redeemed June 1, 1923; 9.85 per cent if redeemed December 1, 1923; 9.50 per
cent if redeemed June 1, 1924; 9.26 per cent if redeemed December 1, 1924;
9.07 per cent if redeemed June 1, 1925.

The subscription lists will be opened at our offices at 10 o'clock a. in., Mon-
day, June 20, 1921, and will be closed in our discretion. We reserve the right
to reject any application and to allot a smaller amount than applied for. Amounts
due on allotments will be payable at the office of the Equitable Trust Co. of
New York, 37 Wall Street New York City, in New York funds to their order,
and the date of payment ?on or about June 27, 1921) will be stated in the allot-
ment notices. Interim receipts will be delivered pending the engraving of the
definitive bonds.

THE EQUITABLE TRUST Co. OF NEW YORK.
SPEVER & Co.

The information given herein, while not guaranteed, has been obtained by us
from official or other sources which we believe to be reliable.

NEw YORK, June 20, 1921.

REPUBLICA DoMINICANA,
SECRETARIA DE ESTADO DE HACIENDA Y COMERCIO,

New York, June 16, 1921.
The EQUITABLE TRUST Co. OF NEW YORK,
MESSRS. SPEYER & Co.

DEAR SiRs: Referring to your purchase of $2,500,000 Dominican Republic
4-year customs administration 8 per cent sinking fund gold. bonds (external
loan of 1921) issued by the United States military government of Santo Domingo
In behalf of the Dominican Republic, I give you herewith the following infor-
maiton:

RELATIONS OF UNITED STATES GOVERNMENT TO THE DOMINICAN REPUBLIC

The Dominican Republic requested the assistance of the United States in
p lacing its finances upon a stable basis, and a convention between the United
_tates and the Dominican Republic was accordingly consummated in 1907,
from which time the customs revenues have been collected by a general receiver
of customs, appointed by and responsible to the President of the United States.
The United States Government, under proclamation Issued November 29, 1916
declared the Dominican Republic in a state of military occupation. Since that
date the affairs of the Republic have been administered by the United States
military government of Santo Domingo.
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APPROVAL BY UNITED STATES GOVERNMENT

The issue of the above $2,500,000 bonds has been approved by the United
States Government pursuant to the terms of the American-Dominican treaty of
1907 and authorized by the United States military government of Santo Domingo
under Executive order. Said order provides among other things (a) that the
general receiver of customs shall continue to collect the customs revenues until
all of these bonds have been redeemed and paid; (b) that until the Dominican
Republic has paid the whole amount of said bonds its public debt shall not be
Increased, except by previous agreement between the Dominican Government
and the United States; and (c) that a like agreement shall be necessary to modify
the import duties so long as said bonds shall continue unpaid.

The military government which has administered the affairs of the Republic
since November 29, 1916, under direction of the Government of the United States,
has issued a proclamation under date of June 14, 1921, providing for the reestab-
lishment of the civil administration of the Republic in the hands of the Domini-
cans. The military government will he withdrawn only upon the consummation
of a treaty of evacuation between the Dominican Republic and the United States
Government which shall contain, among other provisions, (a) ratifying all acts of
the military government; (b) validating the above loan of $2,500,000; and (c)
extending the duties and power of the general receiver of Dominican customs until
said bonds shall have been paid.

The Department of State in giving the consent of the United States Government
to the issue of this loan, states that:

"With the consent of the United States there is secured the acceptance of and
validation of this bond issue by any government of the Dominican Republic as a
legQl, binding, and irrevocable obligation of the Dominican Republic, and thQ
duties of the general receiver of the Dominican customs as provided under the
American-Dominican treaty of 1907 are extended to this bond issue."

DESCRIPTION OF NEW LOAN

The amount of the loan authorized and to be issued is $2,500,000. The bonds
will be dated June 1, 1921, and will mature on June 1, 1925. Interest will be
payable June 1 and December 1. They will be in $1,000 and $500 denominations,
in coupon form, registerable as to principal only. Principal, premium and
Interest will be payable, free of all present or future Dominican taxes, in United
States gold coin of the present standard of weight and fineness at the office of the
Equitable Trust Co., of New York, in New York City, who will be the fiscal agent
of the loan.

SINKING FUND

A sinking fund sufficient to retire the entire issue by maturity is provided for
by the agreement of the Republic to pay at least $656,250 per annum in semi-
annual installments, commencing November 15, 1921, to the Equitable Trust
Co. of New York, as fiscal agent of the loan, to be applied by them to the redemp-
tion of bonds to be drawn by lot for payment at 105 per cent and accrued interest
on each interest date beginning December 1, 1921. All bonds not previously
retired by the sinking fund are to be paid at maturity on June 1, 1925, at 105
per cent and accrued interest.

SECURITY

The bonds will be secured by a charge upon the customs revenues of the Domini-
can Republic and will also be secured by a general charge upon all other revenues
of the Republic. Prior charges against the customs revenues are the adminis-
tration expenses of the general receiver of the customs, limited to 5 per cent of
the gross collections, and the interest and fixed amortization of the 1908 and 1918
bond issues.

CUSTOMS AND OTHER REVENUES

Since 1907 the lowest return of the customs revenues was $2,877,000 for the
fiscal year 1910, while the highest was $6,274,000 in 1920; for the period from
August 1, 1907, to December 31, 1920, the annual average was $4,040,000, and
for the four years 1917 to 1920, inclusive, the average was $5,095,000.

The Republic's total customs and other revenues for the five years January 1,
1916, to December 31, 1920, averaged annually $7,374,984. The largest revenues
were $10,494,3886 for the year 1920 and the smallest $4,749,370 for the year 1916.
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It is estimated that for 1921 total revenues will approximate $7,962,000, of
which customs are estimated at $4,000,000. Of the total receipts in 1920,
approximately $3,400,000 were utilized for reduction of indebtedness, representing
a reduction of approximately 25 per cent of the indebtedness of the country
within one year.

INTEREST AND SINKING FUND CHARGES

The total amount required for interest and fixed sinking-fund payments on
all bonds, Including this issue, is approximately $2,350,000 per annum and is
chargeable each year against the first $3,000,000 of customs revenues, the loans
of 1908 and 1918 having a further charge upon 80 per cent of said revenues in
excess of said $3.000,000.

DEBT

The Republic's total debt as of May 31, 1921, was as follows:
5 per cent loan of 1908, due 1958 ----------------- $20, 000, 000
Less redeemed to date --------------------------- 11,667, 700 $8, 332, 300
5 per cent loan of 1918, due 1938 ----------------- 4, 161, 300
Less redeemed to date ------------------------- 2, 236, 900

1, 924, 400
Less cash in sinking fund ------------------------- 152, 357 1, 772, 043
Certificates of indebtedness ------------------------ 800, 000
Less cash in sinking fund- - ---------------------- 250, 000 550, 000

Total ------------------------------------------------ 10,654,343
During the period November 30, 1916, to May 31, 1921, the Republic reduced

its debt by over $10,150,000, or approximately one-half. In addition, the
Republic spent during the same period, under the supervision of American
engineers, approximately $6,000,000 for public works of various kinds.

PURPOSE OF LOAN

The proceeds of this loan are to be used mainly for the completion of essential
public works consisting of roads, port improvements, schools, etc., and in part
for the retirement of certificates of indebtedness. This work will be done under
the supervision of American engineers, and such portion of the loan as is used
for the purchase of supplies and equipment will be spent In the United States.

RESULTS OF MILITARY OCCUPATION

During the past four and one-half years the United States military forces In
occupation of the Dominican Republic have been remarkably successful in reor-
ganizing the finances of the country and placing them upon a sound basis.
. The careful administration of the public funds has permitted many millions of
dollars (after payment of administration expenses and debt charges) to be assigned
from the surpl us for the buildin g of roads, port improvements, schools, and other
public buildings. The properties of the state have been placed in excellent
condition, and customhouse, warehouse, and wharf facilities at the various ports
have been increased. The completion of the roads and other public works for
which the proceeds of this bond issue will be used will open up much needed
communication between all parts of the Republic. The development of the high-
ways has led to the introduction of motor transportation which is tapping new
territory continually and rendering efficient service in transporting Dominican
products to ports 'for export. The Dominican Republic is particularly well
provided with ports along its thousand mile coast line, so that the longest haul
to tidewater is not in excess of 50 miles.

The development of agriculture has been assisted by the distribution of modern
agricultural machinery and personal Instruction in ill parts of the Republic by
agricultural demonstrators.

In general, the military government has consistently provided better facilities
for commerce and has from time to time revised and improved the laws and
regulations governing trade. A very large area of new land has been cleared and
made available for crops or pasturage, and production has Increased to a remark-
able degree.
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COMMERCE

The principal exports of Santo Domingo consist of sugar, cocoa, tobacco, and
coffee, with sugar representing approximately one-half the total value of exports.

The comparative growth of the trade and the favorable trade balance of the
Dominican Republic for the last five years are indicated hy the following figures:

Aggre ate Value hn- Value ex- Exceqs ofYear tae ported pre xot

1916 ............................................. $3.3,192.303 $11.664,430 $21,527,873 $9,863.443
1917 ................................... 10, 02, 394 17.581,814 22,444,580 4,862,766
1918 ............................................. 42,545,526 20,168,952 22,376,574 2,207.62n
1919 ......................................... 81,621,019 22.019,127 39,601,S92 17,5,765
19 ......................................... 105.273,6111 4,6542,370 65,731, 12, 1 8I. 87

ARTHUR H. MAYO,
Lieutenant Commander (S. C.), United States Naty,

Officer administering the affairs of the Department of
Finance and Commerce, for the Military Government.

TEN MILLION DOLLARS STATE OF SAN PAULO (REPUBLIC OF THE UNITED STATES
OF BRAZIL) 15-YEAR 8 PER CENT SINKINo FUND GOLD BONDS, EXTERNAL LOAN
OF 1921
Due January 1, 1936. Interest payable January 1 and July 1. Principal,

premium, and interest payable in New York City at the office of Messrs. Speyer
& Co., in United States gold coin of the present standard of weight and fineness,
free from all Brazilian taxes, present or future. Coupon bonds, registerable as
to principal only, in denominations of $1,000 and $500, not interchangeable.
The bonds are redeemable as a whole, at any time after January 1, 1927, at the
option of the State, at 105 and interest, on six months' previous notice.

The sinking fund payments are to be sufficient to retire all the bonds at or
before maturity.

SECURITY

These $10,000,000 bonds, together with the £2,000 000 sterling bonds, which
are to be offered in London by Messrs. Baring Bros. I Co. (Ltd.), N. M. Roths-
child & Sons, and J. Henry Schroder & Co. and Fl. 18,000,000 guilder bonds,
which are to be offered in Amsterdam by Messrs. Lippman, Rosenthal & Co
and Rotterdamsche Bankvereeniging, will be a direct obligation of the State o
San Paulo, commercially the most important State of Brazil, and in addition
will be secured by a first charge on the surtax of 5 francs per bag on all coffee
exported from the State, except that the Government is entitled to deduct from
this surtax £285,000 annually until August 1, 1924. After that date the entire
surtax is to be available for the service of the loan. Of this surtax, 44 per cent is
pledged for the service of the $10,000,000 bonds and is to be remitted in weekly
installments to Messrs. Speyer & Co., as fiscal agents of the loan In New York,
until the bonds are retired.

Since the surtax was created the State has provided funds required for the
repayment of the following loans: £3,000,000 5 per cent exchequer bonds of
1906, £15,000,000 5 per cent treasury bonds of 1908, £7,500,000 5 per cent
treasury bonds of 1913, and £4,200,000 5 per cent treasury notes of 1914, for all
of which loans this surtax was previously pledged.

The contracts with the State of San Paulo hmit the entire loan to the above-
mentioned three issues of dollar, sterling, and guilder bonds. The State intends
to use the proceeds of the loan to repay internal floating debts.

The 44 per cent of the surtax pledged for the service of the $10,000,000 bonds
is expected to produce about $1,540,000 per annum (figuring exchange at 7 cents
per franc), on the basis of an average exportation of 10,000,000 bags of coffee,
the Government having the right, however, until August 1, 1924, to deduct
annually a proportionate amount of the £285,000 above mentioned. Any rise
in the rate of exchange for francs above 7 cents will increase the funds available
for the service of the bonds.

SINKING FUND

Any surplus remaining in the hands of Messrs. Speyer & Co. from the weekly
remittances of the surtax, after providing annual interest requirements ard neces-
sary expenses, will constitute a sinking fund and is to be used for the purchase of
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bonds at or below 105 until November 15, 1925, and thereafter to the redemption
of bonds at 105, as stated below. Any unexpended balance remaining in their
hands on November 15, 1925, is to be applied to the drawing by lot of bonds for
payment on January 1, 1926, at 105. On each November 15 thereafter at least
one-tenth of the balance of the loan outstanding after the said January 1, 1926,
redemption, is to be drawn by lot for payment on the succeeding January I at
105, and for this purpose the State is to provide additional funds, should the
surtax be insufficient. All bonds not previously retired by the sinking fund
are to be paid at maturity at 105 and interest.

We offer the above bonds, subject to the approval of counsel and to prior sale,
if. as, and.when issued and received by us, at 97% per cent and interest, .ielding
at least 8.47 per cent per annum, if held until redeemed.

We reserve the right to reject any application and to allot a smaller amount
than applied for.

Payment for bonds allotted is to be made in New York funds at the office of
Mes srs. Spever & Co., 24-26 Pine Street, New York, or in Chicago funds at the
office of the'Illinois Trust. & Savings Bank, Chicago, on March 15, 1921, against
delivery of Speyer & Co.'s temporary receipts, providing for the payment of the
interest from March 1, 1921, to July* 1, 1921, and exchangeable for the definitive
hond when ready, bearing the January 1, 1922, and subsequent coupons.

Application will be made to list the bonds on the New York Stock Exchange.
SPEYER & CO.
THE EQUITABLE TRUST CO. OF NEW YORK.
LADENBURG, THALMANN & CO.
ILLINoIs TRUST & SAVINGS BANK.
BLAIR & Co., (INC.).
HALSEY, STUART & CO. INC.).
CASSATr & CO.

The above statements have been obtained, partly by cable, from official and
other sources which we believe to be reliable, but they are not guaran teed by us

N.w Yoai, March 2, 1921.

STATE OF SAN PAULO, BRAZIL

GENERAL

The State of San Paulo, known as the Empire State, is commercially the
most important of Brazil. With an area of about 112,000 square miles it is
substantially equal in size to the New England States and New York combined.
The population of the State, according to the latest figures, is about 4,000,000-
an increase of more than 40 per cent over that of 1910. San Paulo has a density
of population approximately the same as that of the United States of America.

The larger part of the State lies on a plateau about 2,000 feet above sea level,
the climate of which is temperate and healthy and is well suited to Europeans
who have settled there in large numbers and have contributed to the State's
prosperous growth. It is estimated that two-thirds of its inhabitants are of
European descent.

The capital of the State is the flourishing modern city of San Paulo, with a
population estimated at 500,000, the third largest icty in South America. The
State government is similar to that of State government in the United States.

RESOURCES

The rapid agricultural and commercial development of the State of San Paulo
is due mainly to its fertile soil, which is particularly suitable to the cultivation of
coffee. It is estimated that the investment in coffee plantations represent.
approximately $500,000,000. The annual crop for the 10 years ended June 30,
1920, is reported to have averaged about 9,400,000 bags (132 pounds each), or
about 56 per cent of the world's coffee production. We are advised that for the
past five years the State received annually an average of francs 50,000,000 from
the surtax on coffee exports.

The total production of other agricultural products, such as cotton, tobacco,
sugar, rice, beans, and corn during 1919 was valued at about $103,000,000.

San Paulo has largely increased its production of manufactured articles in
recent years, such as cotton and jute textiles, hats, shoes, and matches, valued
in 1918 (the latest available figures) at about $139,000,000.
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The extensive grazing lands of San Paulo and adjoining States have attracted
foreign capital to develop the cattle industry, and four large packing plants are
now operating in the State. The exports of frozen meats and packing house
products from the State of San Paulo have increased very largely In recent years.

San Paulo is well provided with railways; of approximately 4,300 miles in
operation, about 1,400 miles are owned by the State.

DEBT

The credit of the State of San Paulo ranks high. Previous external loans have
been placed in England, France, Holland, and Germany. In 1907, £1,000,000
out of an issue of £3,000,000 5 per cent exchequer bonds and in 1908 £2,000,000
,out of an issue of £15,000,000 5 per cent treasury bonds were offered in New
York. Both of these external loans were repaid before maturity.

The present outstanding external debt of the State (exclusive of its railway
-debt) is £881,300, or about $3,500,000 at the current exchange rate. The out-
standing railway debt consists of two loans aggregating approximately £5,080,000,
or about $20,320,000, issued in connection with the acquisition and ownership
by the State of the Sorocabana Railway.

The floating debt at present is approximately 150,000,000 milreis, equivalent
to $23,250,000 at the present rate of exchange of 15% cents per milreis.

Including the new loan, the per capita debt of the State amounts to approxi-
mately $25, a very low per capita debt.

The total debt service, including interest and amortization, for the year 1920
amounted to about $4,500,000, or about 14 per cent of the total State revenues
of about $32,500,000.

FOREIGN TRADE

The foreign trade of the State of San Paulo, comprising over one-third of that
of Brazil, amounted in 1919 to $367,125,000, of which $271,871,000 were exports,
chiefly coffee. Imports during 1919 amounted to $95,254,000.

Although the United States has been the largest purchaser of San Paulo's
coffee, San Paulo, up to the beginning of the World War, imported the bulk of
Its requirements from European countries, which had largely furnished the
capital for the State and its industries. Since the war the situation has altered
and San Paulo has imported more from the United States than from any other
country.

All statistics relating to money are expressed in terms of the United States
gold dollar at the rate of exchange of 25 cents per Brazilian milrels, approximately
the average exchange rate for the past seven years, unless otherwise stated.

The above statements have been obtained partly by cable, from official and
other sources, which we believe to be reliable, but they are not guaranteed by us.

SIX MILLION DOLLAR CITY OF BERNE, SWITZERLAND, 25-YEAn 8 PER CENT
SINKING FUND GOLD BONDS

Dated November 1, 1920; due November 1, 1945; interest payable May I and
November 1.

Coupon bonds in denominations of $1,000 and $500, registerable as to principal
onP incipal, premium, and interest payable. without deduction for any Swiss

governmental or municipal taxes present or future, in New York City in" United
.States gold coin of, or equal to, the present standard of weight and'Aneness, at
the office of Spever & Co., New York, fiscal agents for the above loan.

Annual sinking fund sufficient to retire each year for the first 5 years 2 per
cent, for the next 10 years 4 per cent, and for the remaining 10 years 5 per cent of
the original issue. For the first five years bonds are to be purchased in the market
-up to 107 and interest, and to the extent that bonds can not be so purchased,
-such balance of bonds is to be drawn by lot at 107 and interest two months prior
to November 1, 1925, for payment on that date. Thereafter bonds are to be
drawn by lot annually at 107 and interest.

The bonds are redeenmable on any interest date after five years at the option
of the city, in whole or in part, at 107 and Interest, on six months' previous notice.

The city of Berne, the capital of the Swiss Canton of the same name and the
capital of the Swiss Confederation, is one of the four largest cities in Switzerland.
The population has increased from 86,000 in 1910 to 110,000 in 1919. The city
has steadily gained importance as the seat of the Federal Government and of
various international associations (postal, telegraph, railway, etc.).
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The total value of the taxable property of the city iq estimated for 1920 at about
$229,000,000 and the taxable income of its population at about $23,700,000.
The total debt of the city is approximately $18,900,000, of which amount about
$3,750,000 is floating debt. The value of the city-owned public buildings, real
estate, productive and unproductive properties, special funds, etc., is in excess of
its total debt, including the present issue.

From 1914 to 1919, on account of abnormal conditions due to the war, the
expenditures of the city exceeded its income for that period by about $1,800,000.
The city, however, through more economical management and the levy of higher
taxes, which were largely increased in 1919, expects to balance its budget for
1920-21. Part of the proceeds of the above loan will be used for the payment
of the floating debt of the city and the balance for municipal enterprises, princi-
pally for the building of hou es for its population. The credit of the city has
always been high, as evidenced by its ability to dispose of 3% and 4 per cent loans
prior to the war.

Part of the above information has been received by cable and is therefore sub-
ject to correction. The dollar figures used above have been computed at the
normal rate of exchange.

We offer the above bonds, when, as and if issued and sitbject to the approval of
counsel, for public subscription, at 99 per cent and acemed interest.

We reserve the right to reject any application and to award a smaller amount
thatn applied for. Payment for bonds allotted is to be made in New York funds,
at our office, against the delivery of our temporary certificates when ready.

These temporary certificates will be exchangeable for the definitive bonds when.
received bv us.

Applicaiion will be made to list the bonds on the New York Stock Exchange.
SPrYER & Co.

Naw YORK, November 1, 1920.

TESTIMONY OF GROSVENOR M. JONES, CHIEF, FINANCE AND
INVESTMENT DIVISION, BUREAU OF FOREIGN AND DOMESTIC
COMMERCE, DEPARTMENT OF COMMERCE

(The witness was duly sworn by the chairman.)
Senator JOHNSON. W4ll you state, if you please, your name and

occupation?
Mr. JONES. Grosvenor M. Jones, chief of the finance and invest,-

ment division of the Bureau of Foreign and Domestic Commerce,
Department of Commerce.

Senator JOHNSON. How long have you been connected with the
Department of Commerce, please?

Mr. JONES. Altogether, about 17 years, under its present name.
Senator JOHNSON. Are you familiar with the Latin American,

loans?
Mr. JONES. I have quite an acquiantance with them.
Senator JOHNSON. Are you familiar with certain specific loans that

have been made of late, beginning first with the short-term loan of
Colombia?

Mr. JONES. I might say that I am not so directly informed on that
as I might be, because 1 was absent from the country when that loan
was put through, but my assistant, Mr. James Corliss, who is here,
is familiar with that.

Senator JOHNSON. Mr. Corliss, who sits here, is thoroughly familiar
with the Colombian loan, is he?

Mr. JONES. Yes. He makes a specialty of Latin American finances.
Senator JOHNSON. Were you familiar with the Bolivian loans that

were made?
Mr. JONES. Yes; most of them-all of them.

723Z
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Senator JOHNSON. Will you state whether or not the Department
of Commerce expressed any opinion, or whether you expressed any
opinion in reference to these Bolivian loans?

Mr. JONES. The matter of these loans was frequently the subject
of conversation between the economic adviser of the State Depart-
ment, who handled them in the first instance for the State Depart-
ment and with persons in the Department of Commerce, and the
Treasury Department, who were deputed to pass on them in the
first instance for those departments. I happened to be the man in
the Department of Commerce to whom that function was assigned
for our department.

As each loan came up-well, in many cases; I won't say in every
case, but in many cases-the merits of the loan would be the subject
of more or less discussion between the economic adviser and myself;
not that it made a great deal of difference, except along the particular
points that have been enunciated as part of our foreign loan policy,
but, sort of entre nous, speaking as man to man, we would exchange
views as to whether we thought a certain government was over.
borrowing, or whether these loans looked good to us. I suppose we
were amateur international bankers. But the Bolivian loan was the
subject of conversation between Arthur Young, the economic adviser,
and myself. Perhaps it was Mr. Livesey, who was the acting eco.
nomic adviser. He was assistant to Arthur Young at the State
Department; but I remember very well talking with Arthur Young.

At that time we had been looking into the question of Bolivian
finances. I might say that, quite apart from this function of ours of
passing on foreign loans in a consultative capacity with the State
Department, the finance and investment division had for years been
making analyses of the public finances of foreign governments, but
particularly of the Latin American governments, and we had got out
a number of handbooks on the subject.

It was my hope to have a 5-foot shelf of them when I organized the
division in July, 1922. That was my aim, and we concentrated pri-
marily on Latin Aierica because we thought that was an area of the
worldthat was likely to borrow heavily in our market, and was also
an area on which the information extant was rather meager. So we
made it a practice to put out, in printed or multigraphed form, what-
ever information came into us from the foreign officers of the Govern-
ment, and quite a good deal did come in.

We brought out others-first Mr. McQueen, and later Mr. Sher-
well, and later Mr. Corliss, were given the job of analyzing these re-
ports.

It happened that just before this last Bolivian loan came out Mr.
Corliss had prepared quite an excellent analysis of the Bolivian
financial situation.

Mr. CORLISs. It was a year later.
Mr. JONES. I may be a little ahead of my story, but I wanted to

make the point that we were accustomed to analyzing these situations.
On this particular Bolivian loan I remember very distinctly talk-

ing with Arthur Young, or Mr. Livesey over at the State Depart-
ment, and telling them that we thought that Bolivia was borrowing
too much in this market. There was a good deal of hemming and
hawing, and the upshot of it was that we reluctantly gave our con-
sent to it, for the reason that at that particular time our diplomatic
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relations with Latin America were a little upset. Our Government
was under considerable attack for its Nicaraguan policy, its Haitian
policy, and so forth.

There was shortly to be held, I believe, a Pan American conference.
As I recall it, the State Department said that it might result in em-
barrassment if we turned down this loan proposition.

Senator SHORTRIDGE. What was the amount of that particular
loan?

Mr. JONES. $23,000,000. That was the last loan issued to Bolivia.
That was a rather unusual proceeding, because we had not at-

tempted theretofore to negative any foreign loan proposal on the
ground that a government was overborrowing. We never made that
issue in any other case, I think.

The CHAIRMA.N;. Did you ever give that information to the banker
who undertook to float that loan?

Mr. JONES. No, because we never gave any information to bankers
unless we were-

The CHAIRMAN. At any time?
Mr. JONES. No. We were never asked by the bankers tor any

data on that loan.
The CHAIRMAN. I do not think the bankers would have any right,

perhaps, to ask you, and I was wondering whether, in this particular
case, you initiated the proposition and notified them.

Mr. JONES. No. We felt that that was outside our province.
The CHAIRMAN. I think so, too.
Senator JOHNSON. But the information was given to the State

Department, to the gentlemen with whom you conversed, and you
told them Bolivia was overborrowed, did you not?

Mr. JONES. In our opinion, yes.
Senator JOHNSON. In your opinion. Are you familiar with any of

the concessions that have.been granted in Bolivia to any American
institutions?

Mr. JONES. I know that the Standard Oil Co. of California, I
think, has concessions for the exploitation of petroleum in the eastern
Provinces of Bolivia, particularly the Province of Santa Cruz.

Senator JOHNSON. Do you know about when the last concession
was granted?

Mr. JONES. No; I dd not. My impression is that that concession
antedates the war.

The CHAIRMAN. The World War, you mean?
Mr. JONES. Yes. In fact, I have remembrances, when I was in

Bolivia in 1917 or 1918, of hearing about the Standard Oil Co. of
California working on some concessions over in that Province, and I
concluded that that had been looked into for quite some time.

Senator JOHNSON. Were you familiar with the loan that was made
to Peru?

Mr. JONES. There have been several loans to Peru.
Senator JOHNSON. You made some investigations, did you not,

and were familiar with the situation there?
Mr. JONES. Not so well informed as we were in other countries,

because the official data were not so complete.
Senator JOHNSON. Do you remember making any statement

concerning the loans that were accorded to Peru?
Mr. JONES. No; I do not recall any. Do you, Mr. Corliss?
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Mr. CORLISs. No.
The CHAIRMAN. Has Peru failed in the interest on her loans?
Mr. JONES. Yes. She was one of the first to default. All her

loans are in default.
The CHAIRMAN. Do you know who carried those loans?
Mr. JONES. The bulk of them by the National City Co. and J.

and W. Seligman.
The CHAIRMAN. I think that was shown here the other day.

When did they default?
Mr. JONES. I should say nearly a year ago, the early part of 1931.

They were among the very first.
Senator JOiNSON. Do you recall in what circumstances? Are you

familiar with any of the circumstances of the default of Peru?
Mr. JONES. The default of Peru really was a sequel to the over-

throw of the government of President Leguia, and of the political
disorder that followed thereon, as well as of the collapse in the prices
of the principal commodities which Peru exports. Both the political
and the economic factors entered into the financial difficulty of Peru.

The CHAIRMAN. Has the political situation of Peru righted itself?
Mr. JONES. It is very doubtful. Colonel Sanchez-Cerro, who was

responsible for overturning Leguia, and who was himself later turned
out, has come back as president, and as a result of an orderly election;
but there are a great many malcontents there and I would say that
the political situation in Peru was very unstable.

Senator SHORTRIDGE. H1aS the existing government repudiated
the bonds in question?

Mr. JONES. No.
Senator SHORTRIDGE. Or is it a mere case of default in payment?
Mr. JONES. I think it acknowledges the obligation, but states its

inability to keep up payments of interest and amortization. I do
not think it has repudiated it.

The CHAIRMAN. Do you remember the amount of the obligations?
Mr. JONES. They are upwards of ninety millions.
Senator JOHNSON. Do you recall anything else in connection with

repudiation of the loan, or rather, with their default in the loan-
any of the reasons that they have given?

Mr. JONES. There have been various things quoted in the press.
Senator JOHNSON. You are familiar with the fact, are you not,

from your researches, your knowledge, and what the department has,
that the president and his son have been accused of some irregularities
in connection with the loan?

Mr. JONES. Yes. That has'been alleged.
Senator JOHNSON. It has been alleged that they received certain

sums of money when this loan was made, has it not?
Mr. JONES. Yes; but we have seen no corroboration of that.

There have been no documents produced.
Senator SHORTRIDGE. The present president, Senator, the man who

has now come hack?
Senator JOHNSON. No. Lie is ex-president.
Mr. JONES. Yes. Leguia was president for a long time. He was

a virtual dictator.
Senator JOHNSON. Do you recall whether or not there was any-

thing of that sort in connection with the Bolivian loan?
NMr. JONES. We never heard of it.
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Senator JOHNSON. You have not heard of that at all?
Mr. JONES. No, sir.
Senator JOHNSON. In your opinion, was South America-Latin

America-overborrowed?
Mr. JONES. That is the impression that we had in the Department

of Commerce, in case of most of those countries.
Senator JoH.NsoN. In the official family of the Department of

Commerce, it was recognized generally, was it not, that Latin
American was overborrowed?

Mr. JONES. With some few exceptions. We were inclined, until
about a year and a half ago, to think that certain countries were
much better risks than others, and that possibly they could get
through. I have in mind Argentina, Uruguay, Chile, and some of
the States of Brazil. Some of the States of Brazil had a much better
reputation as a credit risk than the central government itself, and we
felt that those particular countries were probably safe enough;
that they had not overborrowed, although in the case of Argentina
we felt that certain Provinces, like the Province of Buenos Aires, had
overborrowed. That was an opinion gained by us from our study of
the reports of those governments, by considering the ratio of debt
service to revenues, and similar tests.

Senator JOHNSON. The investigations that might be readily made
by those who desired to ascertain the financial responsibility of the
borrowers?

Mr. JONES. Yes; and information which we made available in
printed or multigraphed form.

Senator JOHNSON. So that the information as to the fact of the
overborrowing of Latin America was available to anyone who was in
the business, certainly, of lending money, selling securities, and the
like?

Mr. JONES. Yes; except, Senator, we did not state it that badly.
Of course, in an official Government publication we could not say that
Colombia is overborrowing, but we could, within proper limits, put
down the facts, so that he who ran might read. We felt we had to be
very careful what we said about it.

Senator JOHNSON. Do you recall whether or not, with respect to
Colombia, there was a circular or document issued by you-I mean
by your department, of course?

Mr. JONES. Yes; by the Finance and Investment Division.
Senator JOHNSON. Yes.
Mr. JONES. As part of his regular work, Mr. Corliss, made an

analysis of the public finances of Colombia.
Senator SHORTRIDGE. When was that?
Mr. JONES. In the fall of 1928, I think. I might say that that

report was prompted by our commercial attach6 at Bogota, writing
directly to Doctor Klein, director of the bureau, saying "I think
Colombia is going wild on borrowings. She has started too many
railroads and too many highways, and she has not any idea where she
is going to get all the money except that the money is coming so
readily now that they just think they can borrow ad infinitum."
Mr. Hunt, our commercial attach6 then, thought we ought to do
something about it. The only thing we could do about it would be to
publish the facts in our regular way, in our bulletin service.

92928-32-rPT 2-28
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Senator SHORTRIDGE. We paid them $25,000,000.
Mr. JONES. Yes.
Senator JOHNSON. You did publish the facts?
Mr. JONES. Yes.
Senator JOHNSON. Do you recall that subsequent to the publication

of the facts, the National City Bank, the Illinois Trust Co., and the
First National Bank of Boston, in 1930, made a short-term credit of
$20,000,000 there?

Mr. JONES. Yes.
Senator JOHNSON. Do you recall, in publishing the facts, that you

published the budgetary facts as well as suggesting a reduction in
the amount of the budget?

Mr. JONES. We virtually said in that circular, No. 305, that there
would have to be budgetary readjustments, particularly if the law on
the abolition of the liquor taxes should be put through.

Senator JOHNSON. So that, as you suggested a while ago, those who
run might read, just exactly what was the situation there in Colombia?
Do you recall any conversations that you had with any of the members
of the State Department in reference to Colombia?

Mr. JONEs. Yes. The State Department, I might say, frankly,
felt that there would be no objection to putting out that circular.

Senator JOHNSON. Do you ever hear of the Barco oil concession?
Mr. JONES. Yes.
Senator JOHNqSON. What is it, please?
Mr. JONES. I can not give you the details, but it was a concession

for the exploitation of a large area of oil lands in Columbia, granted
to a Colombian citizen by the name of Barco, who, under the terms
of the concession, had to exploit it within a given time. Before that
time expired, he sold it out to some syndicate. I think it was called
the Carib Syndicate, or something of that sort. Then, in later
years, that syndicate sold an interest in it to the Gulf Oil Co. of
Pittsburgh.

Senator SHORTRIDGE. They wanted the oil to come in free of duty.
Mr. JoNEs. They did.
Senator SHORTRIDGE. And we want a dollar a barrel on it.
Mr. JONES. They are not exploiting, Senator. The Barco con-

cession is not being operated yet. The only big oil deposit in Colum-
bia that is being operated is that which belongs to a subsidiary of
the Standard Oil Co. of New Jersey.

The point about this Barco concession is that after it had been
transferred, or an interest in it had been transferred to the Gulf Oil
Co., the concession was invalidated by a decree of the minister of the
interior, or some government official, on the ground that the con-
cession had not been worked.

At that time Colombia was going through a period of radical
legislation with regard to petroleum. All through Latin America,
following the lead of Mexico, there broke out a series of radical laws
on the subject of the exploitation of petroleum, and it was at that
time that the Barco concession was invalidated. That has since been
validated.

Senator JOHNSON. About when was it that it was validated?
Mr. JONES. Or restored to its former status?
Senator JOHNSON. Yes.
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Mr. JONES. It is rather uncertain, but within the last year some
time.

Senator JOHNSON. Was it contemporaneous with that loan being
made to Colombia?

Mr. JONES. I think it follows it by some months.
Senator SHORTRIDGE. Who owns that concession now, if you are

able to tell us?
Mr. JONES. I am not able to say exactly, but the general impression

is that the Gulf Oil Co. owns upwards of a half interest.
Senator SHORTRIDGE. Is that the same company, the Gulf Oil Co.,

that has passed its dividends in order to use its money to buy up the
small independent oil companies?

Mr. JONES. I do not know. I am not familiar wit!A the Gulf Oil Co.
-.Senator SHORTRIDGE. They have made that statement, have they

not, that they did not pay their dividends, using the money to go
now into the market and buy the small independent oil companies?

Mr. JONES. It may be. I do not happento know.
Senator JOHNSON. Are you familiar, in a general way, with the

contracts that are made by the selling investment houses and the
governments for whom they sell the securities?

Mr. JONES. I can not say that I have any particular knowledge
of that.

Senator JOHNSON. I will ask you directly whether you know of any
where the bankers and the foreign governments share equally in the
profits from the sale of the bonds? Do you know of any such con-
tracts?

Mr. JONES. I have never heard of any.
Senator JOHNSON. Very well, sir. In Bolivia there were several

loans, were there not?
Mr. JONES. Yes, sir.
Senator JOHNSON. The first that I think we have been dealing with

was 1922.
Mr. JONES. Yes.
Senator JOHNSON. I believe that was an Equitable Trust loan in

Bolivia.
Mr. JONES. Yes.
Senator JOHNSON. Are you familiar with the purposes for which

that loan was made?
Mr. JONES. One of the prospectuses stated-and we have a certain

check on that, from official government sources--that part of that
loan went to pay for the cost of construction of a railroad linking the
Bolivian Railway system with the Argentine system, a railroad for
which the French had the contract before the World War, and for
which during the war, or after the war, Ulen & Co. got the'contract,
and completed the work. A part of it went to take up Bolivian Gov-
ernment bonds delivered to Ulen & Co. for work done by that com-
pany in sanitation projects in the cities of La Paz and Cochabamba.
Part of it probably went to miscellaneous construction. Bolivia
started to build several railroads to connect the eastern section of the
country with the western part, which is the very mountainous part,
and I think that some of the proceeds of this first loan to Bolivia were
used for that purpose. I can not say exactly. A part of it may have
been used for general budgetary purposes, too.
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Senator JOHNSON. With respect to the second Bolivian loan, do
you recall when that was made?

Mr. JONES. I have not the exact date, but it was several years
later.

Senator JOHNSON. I think it was a Dillon-Read loan of 1928.
Mr. JONES. That was the second Dillon-Read loan. There was

one of $14,000,000 that Dillon, Read & Co. brought out in between.
Senator JOHNSON. That was between 1922 and 1928. I am right

in th'it, Mr. Corliss, am I not?
.:r. CoLISS. One in 1927.
Senator JOHNSON. And another in 1928.
Mr. JONES. Yes; one in 1928 of $23,000,000.
Senator JOHNSON. Those two later loans you thought unsound.
Mr. JONES. We had doubts about it. I do not know that we said

anything about the $14,000,000 loan, Senator. It was only when the
$23,000,000 loan came out.

Senator JOHNSON. That is the last loan.
Mr. JONES. Yes.
Senator JOHNSON. That was when you spoke in reference to it?
Mr. JONES. Yes.
Senator JOHNSON. When you spoke in reference to the Colombian

loans, do you know what was contemplated by Colombia in the
matter of loans at that time?

Mr. JONES. We did not have any specific knowledge of individual
loans on the market. We knew that bankers were negotiating with
Colombia for further loans, but this circular of ours was issued in the
regular course, and was not directed against any particular loan, but
it did have quite an effect. It was rather an unusual thing for the
Department of Commerce, or any Government agency, to issue such
a statement. We tried to be prudent in what we said about the
facts, but the facts were rather obvious, and it created quite a little
stir in New York.

Senator SIIORTRIDGE. And in Bolivia, I imagine.
Mr. JONES. Colombia.
Senator SHORTRIDGE. I mean Colombia. Is there a copy of that

circular available, Senator? Have you that?
Senator JOHNSON. No. I am going to ask you, if you please, to

deliver to the reporter that particular statement that was a public
statement.

Mr. JONES. Yes.
SPECIAL CIRCULAR No. 305

COLOMBIAN FOREIGN LOANS AND PUBLIC FINANCES

(Prepared by J. C. Corliss, specialist in Latin-American finances)

During recent months there has been considerable discussion in the Colombian
press of the large volume of foreign loans contracted by the various departments
and municipalities of the Republic and secured, as a rule, by the pledge of the
most productive revenues of the borrowing entities. It has been felt In some
quarters that the credit of the Republic is threatened by this increasing drain
upon the nation's revenues. Apparently this is the view of the government
itself, for recently the minister of finance decided to place the issue squarely
before th-, Colombian Congress, and proposed the enactment of legislation giving
the national government complete control over the contraction of future loans
by Colombian departments and municipalities.

I

730



SALE OF FOREIGN BONDS OR SECURITIES 731
Law of June 5, 19.8, restricts departmental and municipal borrowing.-The

Colombian Congress supported the government's project, and in law 0, June 5,
1928, passed the necessary legislation. The new law provides that future loans,
either foreign or domestic, must be for public purposes. Departmental assem-
blies, in authorizing loans, must show that the proceeds are to be used for such
purposes. In the case of foreign loans, there is necessary, in addition, the ap-
proval of the President of the Republic, the executive acting only after tile council
of ministers has rendered an opinion in the matter. The governor of any depart-
nieiit intending to initiate negotiations for a foreign loan must advise the central
government of the fact, indicating the general lines upon which negotiations are
to be conducted. The government will not approve any departmental loans
unless the exact work that is to be done and the advisability and benefits thereof
are set forth clearly. There must be given also a copy of the ordinance author-
izing the negotiation of the loan and a statement of the manner in which the
proceeds are to be disbursed.

In the case of municipal loans a somewhat similar procedure must be followed.
Municipal councils may undertake loan negotiations only after authorization
therefor has been granted by the government; such authorization is given only
upon favorable recommendation of the cabinet. To obtain the authorization
mentioned application must be made to the government, accompanied by al
exposition of the works to be carried out, proof of their desirability and utility,
and a copy of the resolution authorizing such works. As in the case of depart-
mental loans, municipal loans must be employed solely for purposes clearly of a
public nature. Only under these conditions may the government authorize the
contraction of either a foreign or domestic loan by municipalities. Only under
these conditions may authority be granted for hypothecation of municipal
pro[*rties and pledge of municipal revenues for service on such loans.

If this program is carried out, the national government will henceforth demand
that public works constructed from loans be in accordance with a definite plan.

Debt service must not exceed .0 per cent of ordinary revenues.-Even if a public
purpose be proved, however, departments and municipalities wlil not be allowed
to borrow unrestrictedly, for the new law provides that the government will not
approve the contraction of a foreign loan if the pubtc service is affected adversely
by the requirements of interest and amortization payments. In no Instance will
the Government consent to a foreign loan when the amounts necessary for the
service of the public debt (including the service of the proposed loan) constitute
more than 20 per cent of the borrower's ordinary revenues, excluding, in the case
of revenues collected by the departments, the municipal participations in such
revenues. In the case of loans secured by public enterprises not considered in
the regular budget, the total debt service charges may not be more than the net
revenues of the enterprise.

Possible loopholes in law-applicability to conversion loans questioned.-These
regulations, if carried into effect, will necessarily result in the restriction of
Colombian departmental loans to those necessary'for the public welfare, and to
such amounts as can be easily serviced. Departments and municipalities may
still borrow to convert obligations previously outstanding, however, upon the
authorization and approval of the government. It is not quite clear whether the
restrictions applicable to the contraction of loans for public works also apply to
conversion loans. If not the permission to contract such loans seems an unfor-
ttmate weakness in the new law. There is no real impediment to the contraction
of internal loans by the departments and municipalities, and unless the 20 per
cent restriction applies to foreign loans for refunding such obligations, the whole
aim of the government is liable to be thwarted. It is true that even refunding
loans must be approved, but it is doubtful whether the central government would
object to a loan proposed by a strong department or municipality, unless it were
acting in accord with some general policy.

Another possible loophole in the law is a provision whereby treasury loans
contracted "to maintain regularity in payments and which may be covered in
the course of one fiscal year" are exempted from the restrictions. This feature
is not likely to be abused, however, since the total of such loans may not amount
to more than 5 per cent of the ordinary revenues of the borrowing entity.

Revenues not clearly defined.-The chief defect of the law, however, is'that the
term "ordinary revenues" Is not adequately defined. If the term is extended to
include transfers of funds, local borrowings, the receipts from departmental rail-
roads, etc., the law may be wholly ineffective as an instrument for the restriction
of foreign loans. American investors will await with much interest the exposition
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of the government's policy in this respect. One indication, perhaps, is the govern-
ment's recent approval of the first installment of a loan which one of the depart-
ments proposes to float in the American market. Approval for this loan was
withheld for a considerable period, the government pointing out that even if only
this initial amount were borrowed, the department's ddbt service would take
27.75 per cent of its revenues, even if municipal participations therein were not
deducted from the total. Whatever may be the intrinsic merits of such a loan
as an investment, it is difficult to comprehend how the government can reconcile
its approval with the 20 per cent policy ar ounced in the new law. Only if
fearlessly and uniformly enforced will the new law enable the government to
kee local borrowing within proper limits.

lnoacoholic law.-One important factor in the situation is the j,,'isi, le Ofect
of new national liquor legslation upon departmental revenues. Until recent
times the departments generally adopted the policy of farming out the adminis-
tration and collection of the principal taxes in return from the payment of fixed
sums to the treasury, since experiments with direct administration had been
disappointing. A change was introduced, however, by law No. 88 of 1923, which
required the departments to assume the direct administration of the alcoholic
monopoly, in order that the temperance provisions of this law might be made
effective. These provisions called for fewer sales places for liquor, for more
stringent closing arrangements on certain days, and for an increase in retail
prices. On and after June 1, 1928, the price of a 720-gram bottle of ordinary rum
(aguardiente) Is to be 3.60 pesos, or about three times the previous price. The
latter regulation is considered a serious threat at the liquor revenues.

Will probably reduce liquor revenues.--Departmental officials have been quite
frank in expressing the view that this legisiatlon wid case an appreciable decline
in revenues. The protests against the new legislation were so numerous that a
special session of Congress was called to consider the matter further. It is under-
stood that certain modifications have been forced by the opponents of this legis-
lation, notably a large reduction in the selling price at which the liquor is to be
sold. Details are not vet available so it is impossible to state the exact nature
and extent of the modificatons. At the present writing the matter i; still before
the congress.

Meanwhile, however, the law is, technically at least, in full effect. As a matter
of fact, it is reported that most of the departments have disregarded the law
pending future congressional action. In antloquin, however, the law seems to be
in effect, and the experience of that department Is instructive. Antloquia has
had some time restrictive legislation similar to that now proposed by the central
gov rnment. Indeed, of all the restrictions contained in law 88 of 1923, the only
one not already in effect in that department is that provided in section 2 of article
12, which prohibits the consumption of liquor in public houses and its sale between
4 p. m. and 8 a. m. and on Sundays, holidays, and market days, or on other days of
public festivity. Yet the secretary of finance expresses grave fear of the results
of enforcing even this small portion of the law. The official view is seen in the
anticipation of this official that revenues from the liquor taxes during 1928-29
would be less than half of that estimated for 1927-28. If any such dimunition is
feared in Antioquia, where the greater part of this so-called antialcoholic legisla-
tion is already in effect, there is ground for grave concern as to the probable
impairment of the liquor revenues in other departments where the changes neces-
sitated by law 88 will be more radical.

Central government offsets loss in departmental revenue8.-In order to provide
partial compensation to the departments for the probable loss in revenues result-
ing from this legislation ththe central government turned over to the departments
the proceeds from the collection of certain taxes on articles of national manu-facture. Since, however, the receipts from these taxes would not offset the
loss in liq uor revenue, it was proposed that the government pay the departments,
for a period of 5 years, 75 per cent of the difference between ihe liquor revenues
actually collected during each year of that period and the collections of 1927-28.
During the special session of congress the senate finance committee recommended
tha.t the national government reimburse the department for an indefinite period
for all the losses they may sustain, instead of 75 per cent as originally proposed.
This feature, of course, may be changed further before the new bill finally becomes
a law. The whole situation is apparently somewhat confused.

Whatever modifications may be made in the legislation It seems to be the intent
of the government to enact measures which will restrict the sale of liquor; if the
departmental revenues stiffer as a result, the government will bear at least a part,
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if not indeed ail, of such loss, for a period not vet fixed. So far as American
investors are concerned, their position would seem to be at least 75 per cent as
strong as before-in most cases 100 per cent, since the departments have generally
bound themselves to draw on their other income in case the liquor revenues are
insufficient to pay the service of the loans they have contracted.

Motives of Government signifieant.-However, the very fact that the central gov-
ernment has felt it nece.-;sary to adopt such strong measures to restrict local
borrowings is worthy of careful attention. The secretary of finance has stated
quite frankly that the foreign loans contracted by the departments and liunici-
palities in the last three years have reached such a point that the credit, not only
of the borrowers, but of the central government as well, is endangered.

Large volume of dollar loans since 1920.-It is not generally realized that
American investors, up to September 26, 1928, had bought bonds of the central
government, the government-guaranteed agricultural mortgage bank, and the
several departments and municipalities, to the extent of $191,550,557 of which
$171,074,557 represented new capital. This is seen by analysis of Colombian
foreign borrowings during recent years.

Colombian foreign borroing.-Prior to 1920 Colombia's foreign loans had been
floated almost exclusively in Europe. In the eight years that have since elapsed,
practically all of the foreign financing by the central government, the depart.
ments, the municipalities, and the mortgage banks has been in the United States.
In fact, the only financing done in Europe during this period was a £1,600,000
loan contracted by the Mortgage Bank of Bogota in June, 1928. Meanwhile,
loans aggregating no less than $235,800,557 were floated in the United States, of
which some $215,324,557 represented new American capital invested in Colom-
bian securities. The net amount of capital flotations, distributed according to
the borrowing entities, were as follows:
Central government ---------------------------------------- $64, 445, 207
Agricultural mortgage bank bonds (guaranteed by central govern-

ment) -------------------------------------------------- 16, 000, 000
Departments ---------------------------------------------- 64, 520, 250
Municipalities ---------------------------------------------- 25, 109, 000
Miscellaneous private bank bonds ---------------------------- 2 1,904, 000
Mining companies ------------------------------------------ 1, 500, 000
Oil companies ------------------------------------------- 20, 846, 000

Total ----------------------------------------------- 215, 324, 557
Since our purpose is to ascertain the extent to which Americans have invested

in the securities of public entities, there should be deducted the $21,904,000
representing loans of mortgage banks whose bonds are not guaranteed by the
government, or American purchases of shares in private banks; we must deduct
also the loans floated by mining and oil companies. This leaves $171,074,557
which we may take as the amount of capital placed by American investors in the
public securities of Colombia during the last eight years.



Borrower Amount

Republic of Colombia. -...................... $445,307

Doo ..................................- 5.000,000
I )o ........... ....... ..............- 10,000,000

I ) o ......... ........................ 25,000,000
Do ----- ------ - ---- 35s10M.0o0

17544,307

Agricultural Mortgage Bank - - 3,000,000
Do --------------------.---.- .- ----- 3,ON000,6
Do o...................... --......... 5,000,000
Do ------------------ 5, 000, 000

16, 000.000

Total liability of Republic- .... 91,445,307

Department of At iotui ------------------- 3, 00000
Do --------------------------- --------- 4 60,000
D o ....................................... 3,O 0 00
D o ............ ........................... 820, 2 0
Do ------------ ...-----.---- ....--------- 2,50000
D o .......... ... ..................... . 4.0 0 000
D o ................. ....................- 4 000.000
Do -----------.--------------------------- , 750,000
1)o ----------- --------------.----.... t 350.000

T otal --------------------------------- - 31. 420,250

Department of Cl. ------------------- - 6000000
Do 4----------- .-- .-- ... .. . ..- ,000,000
D o ...................................... 200.000

Total --------------------------- 10,200,000

Department of Cauca Valley ----------------- 4,500,000
Do ------------------------------------- ,400,000
Do ------------------------------------- 2,500,000
Do -------------------------------------- 1 1, 5,000

Total ----------------------------------

Date
Interest

- en Purpose Remarks

I I-*-------i-----**-**--I I
May, 1920......

November, 1922...
August, 1928 ...

September, 1927.
March, 1928.- ---

May, 1 5. -------
February. 1927....
October, 1927 ..
April, 1928 ----..

October, !925 ...
April, 1928 .....
October, 1926......
November, 1926...
February, -927--
July, 1927 .......
November, 1927.-.-
February, 1928....
June, 1928 .......

March, 1926 -----
November. 1926...
August, 1927 ----

September, -928...
July, 192 --------
October, 1926 .....
July, 1927 .--------

.. ..................

33
33

20
20
20
20

20
20
2D
20
20
30%
30%
2D
30

20
2D
19

20
10
2D
2D

7

6
6

77

6
6

7

7

7
7
7, 7

Purchase of locomotives. ..................

Retire floating debt and other purposes-. -
ot stated ...............................

Retire short-term loan and public works-.
Highway construction ..................

Provide working capital............
....d o --------------------------- ----------

.....d o -------------------------------------

-----do ------------------------------------

Credit by a North American loco-
motive company.

$1,000,000 refunding.
Bankers' advance repaid from

$25.000,000 loan.
$10,00,000 refunding.

-$11,000,000 refunding.

Retire debt and for railroads ............
.....d o -------------------------------------

Retire debt.
Highways. ...............................R ailroads ----------------------- ......

Retire internal debt and for highways. ...
Reti do and............... f ..........
.....do -------------------------------------
Retire debt and for highways -----------.

7" Railways and roads ......................I- ---- do ....................................
Not stated ...............................

7 Public works, including highways .........
7 Port works
7% Retire debt, highways and railways .....
7% Railways and highways ................

Probably bankers' advance.

$750,000 refunding.



Department of Cundinsm arcs ...............
]Do ----------------------------------------

T otal -----------------------------------

Department of Tolima ---------- a-- ..........

Total departmental loans 2 --------------

M unicipality of B arranquilla ---- ......

D o ----------------------------------------

Total -------------------------.........

Municipality of Bogota ......................
D o ............... . . . . . . . . . . . . . . . . . . . . . . . . .

T otal -----------------------------------

M unicipality of Call --------------------------

Do ........................................

T o t a l . . . . . .. . . .... . . . . . . . . . . . . . . . . . . . . . .

Municipality of Medellin ---------------------lDo ----------------------------------------

Do .......................................

T o t a l . . .. . .. . . .... . . . . . . . . . . . . . . . . . . . . . .

Total municipal loans .................

Total loans to Central government ,
Agricultural Mortgage Bank, depart-
ments, and municipalities.

3, 00, 000 Deoember, 192_ - - 20
710,000 Early 1928 --------- ------

12,000,000 June, 1928 --------- 30

15,750,000 ................... ........

2,500,000 January, 1928_.... 20

69,770,250 ................... ........

500,000 August. 1925 ------ 10

500,000 December, 1925. _. 15
500,000 January, 1927_____ 20

I, 500,000 .......................

8.000,000 October, 1924 ------ 31
2,700,000 July, 127 --------- 20

8 , 7 0 0 , 0 0 0 . . . . . . . . . .... . . . . . . . . . . . . . . .

2,000,000 July, 1927 --------- 20

635.000 May, 1927 --------- 20

-,635,000 00 ..................

2,500.000 19"20 ------------- 3 ,
3,000.000 June, 1924 --------- 25
3.000,000 January, 1927 -... 25
9,000,000 June, 928 --------- 26

17,500,000 ............................

=30 , --------------------. ---.....

19, 50,557 . .....................

7j Railways ----------------------
-General expenses ---------------- I Bankers' advance.

6 Itetire debt, highways and railways ------- $3,500,000 refunding.

------------------ -------- --------------------------------------------I
7 Retire debt, highways and railways .....

--------- -------------------------------------------- $4,250,000 refunding.

7 Public improvements, especially water-
works.

8 - d o .. ......... . . . .. .. . . . . . . . . .. .. . . . .
8- _-do ...................................

8 Retire debt and municipal improvements.
68 Reimburse city for purchase light and

power companies.

7 Retire debt. improve water supply, and
other productive purposes.

7 -. . . . . . . . . . ..-- - - - - - - - - - - - - - - - - - - - - - - - - - - - -

6 Public works ----------------------------- Retired by $3,000,00
8 Retire debt and public utilities ---------- $2,500,000 refunding.
7 Public utilities ............................
6% Retire external and internal debt. public $2,726,000 refunding.

utilities, sewer, and paving work.

------- . .------------------------------------------- $5,226,000 refunding.

--------.I.-.----------------------------------------

I loan of 1924.

2 Does not include issues floated originally in sterling and resold in the United States. Such a case, for instance, is the £200,000 of the 1913sterling loan offered to United States
investors in January. 1922.

2 Does not include $1,000 000 
reported to have been obtained by the Departmentof Huila and listed by the Banco del a Republica in its compilation of foreign loans contracted

by Colombian departments in its issue of December, 1927.



Borrower Amount

Banco Hipotecario de Colombia ------------ $6,0o,000
Do --------------------------------------- 3,064,000
DO --------------------------------------- 4,00,000
Do --------------------------------------- 1,840,000

Total --------------------------------- 1 4,904,000

Banco Ilspotecario de Bogota ---------------- 3,00.000

Banco de Colombia .---------------------- ,000
Do ---------------------------------------- Z000,000

Total --------------------------------- 4

Total to private bank ----------- ----- 2 0 ;

Total to mining companies ------------- 1,509,000
Total to oil companies ------------------ 20, 848, 009

3
Estimated.

Date Term sInterest Purpose Remarks

November, 1926. --
February, 1927. ---
November, 1927.-
April, 1928 -------- -

--------------------.-

May, 1927.......--

.do - - -- - -
ma;ly. 1928.--------- ---- ----- ---

---------.----.----- -"

29 7 Provide working capital.............
29 7 -do .........................
20 6% .--- do ------------------------------------

--. ---.. -------. Am erican shares --------------------------

29

20
20

7

7
7

Provide working capital -------------------

......d o ------------------------------------
_ --...d o ------------------------------------

do------------- I -------------- ..............

..... ..... o ...........

RECAPITULATION
Loans to Central ov rnmen -----------------------------------------------------------------------------------------------
Agricultural Mortgage Bank --------------------- ----------------------------------------------------------------------------------------- --------------------------- 16,000,000
D e p a r t m e n ts ---9 .- .....-- --------------------------------------------. .......................................................................- - , 7 7 0 , 2 0 o
Municipalities ----. "--- .- .... ------------------------------------------------- 30,335,000
Private bank ----- - " -...........---------------------------------------------------------------------------------- -------- M---------------- 2,4,000Mining companies........................................----------------------------------------------------------------------------------------------------------1,Oil companies ------..-.-..-............. ............ ........ ..----------------M---------------------------------------------------------------------------------M------- 200,0

Total----- ---- ------- m--------------------- ------------------------------------------------ M------------------ --------------------------- 25 W 5



SALE OF FOREIGN BONDS OR SECURITIES 737 9

FINANCIAL POSITION OF THE REPUBLIC OF COLOMBIA

The total revenues and expenditures of the Republic of Colombia during the
last five years have been as follows:

Revenues Expenditures Surplus

1923 ............................................................ ?43, 535, 105 V38, &54,577 P4,980, 528
1924 ............................................................ 39.862,320 38,913,531 948,789
1925 ............................................................ 51,517.758 50,571.409 946.349
1926 ................................................. 60, 648, 914 68,648.685 7, 999, 771
1927 ................................................. 78,992,471 86,012,827 I 7,020, 55

I Deficit.

According to these figures, the net result of the financial operations of the
Republic during the last five years has been a deficit of approximately 8,144,461
Fesos. The data for 1927 are taken from the August bulletin of the Banco de
aRepublica. It should be stated that the revenues for 1927 include 15,724,982
pesos, representing part of the $25,000,000 loan floated in the United States.

PROSPECTS FOR 1928

The outlook for a surplus for 1928 is not encouraging. The budge estimate
of revenues appears to be greatly in excess of the amount which may be realized.
In fact, the overestimate probably amounts to as much as 12,000,000 pesos, as
will be seen from The following table:
Deficit of 1927 ---------------------------------------------- P7, 020, 356
Loan from Banco de la Republica (December salaries) ----------- 1,000, 000
Overestimate of emerald mines-Muzo and Coscuez (closed Dec.

27, 1927) ------------------------------------------------ 1,000,000
Overestimate, royalty on oil ---------------------------------- 1,100, 000
Overestimate on railroad revenues ----------------------------- 2, 000, 000

12, 020, 356
The first two items given above require no comment. With reference to the

third, however, it should be stated that the emerald mines of Muzo and Coscuez
were closed on December 27, 1927, for an indefinite period, and, therefore, the
Government's estimate of 1,000,000 pesos revenue from this source can not be
realized.

It is believed that the estimate of revenues from the Government's royalties
on oil are at least 1,100,000 pesos in excess of what will be collected. In the
budget Government participation is given as 2,000,000 pesos. This appears
excessive. It is reported that the Tropical Oil Co., the only producing company
in Colombia, can not count on more than 18,000,000 or 20,000,000 barrels of oil
this year, and this Is possible only if the pipe line is used to its capacity of 50,000
barrels daily practically every day in the year. Ten per cent of this amount
would be at the most 2,000,000- barrels, or'if the Government elects to receive
payment in kind, 2,000,000 pesos. But the Government is obligated to pay 45
per cent of the proceeds of the royalty to the Department of Santai der, in
which the fields are located, and an additional 10 per cent to the municipality
of Barranca-Bermeja. It seems, therefore, that the most the Government
could get from its royalty on oil is $900,000, which means that the budget estimate
is too great by $1,100,000.

The railroads are reported to have produced $7,603,132 in 1926; the estimated
amount received in 1927 was $9,651,935. In the budget as passed by Congress
It is estimated that the railroads then in operation would produce during the year
1928, $6,823,593, while the railroads to be put into operation during 1928 would
yield $6,000,000. During the past five years there has been constructed in
Colombia about 1,000 kilometers of railroads. The Pacific Railroad which is
the largest system and has been in operation for a considerable length of time, hits
578 kilometers of operating lines. In 1926 this mileage produced $4,441,394 or
at about $7,684 per kilometer. It is hardly logical to believe that 200 kilometers
of new railroad will produce at the same rate as an old-established road, but
assuming that this might be true these new lines could only produce a little more
than $1,500,000. It appears that a fair estimate of income to be produced from
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all railroads operating in 1028 is about $11,000,000; therefore, it Is believed that
the budget estimates are excessive by about $2,000,000.

In addition, it is possible that the revenues from customs duties will not come
up to the 1928 budget estimates. The budget shows revenues from customs of
about 28,000,000 pesos. The total customs revenues for 1927, according to the
controller, amounted to 34,858,347 pesos. It is hardly believed, however, that
the revenues for 1928 will be so great as those in 1927. This is because customs
duties have been lowered upon certain classes of foodstuffs, and particularly
because the recent oil legislation in Colombia will have the undoubted effect of
arresting oil development, with consequent dimunition of imports.

It should be stated that the Government is aware of the difficulty of the .itua-
tion. Early this year the President ordered each minister to submit to the
Minister of Finance on the 20th of each month estimates of expenditures for the
following month. It was provided that in no case should such expenditures
exceed one-twelfth of the authorized budget for the year. Unfortunately, the
expenditures authorized had been computed upon the assumption that the budget
estimates of revenues will be realized. Since, as we have seen, the budget over-
esiimates revenues by at least 12,000,000 pesos, further steps will be necessary
in order to avoid a deficit during the year.

SUMMARY

The situation in Colombia requires careful attention. The departments have
reached the point where further foreign loans may prove a heavy burden; only
strict enforcement of the 20 per cent provision will enable the Central Govern-
ment to withstand pressure for approval of additional departmental and inuni-
cipal loans. Even loans already contracted seem likely to find their security
diminished if the proposed anti-alcoholic legislation actually becomes effective;
shifting of the burden of possible loss in revenues (on account of this legislation)
to the Central Government appears to be of little advantage, for the financial
position of the Government does not seem strong enough to stand additional
burdens of any considerable amount. One might expect to find a solution of the
problem in the reduction of expenditures. Unfortunately, the present difficulties
of the Central Government and of the departments are due largely to their
embarkation upon extensive programs for the construction of public works,
especially railroads and highways. So far as known, no plans have yet been
made for large reduction of expenditures for these purposes.

GROSvENoR M. JONES,
Chief Finance and Investment Division.

Senator JohNsoN. Did President Ooya speak to you concerning
the matter?

Mr. JoNEs. Doctor Olava was Minister of Colombia to the United
States at that time, and he had some advance information that we
were going to get out such a report. He was then on his summer
vacation. HIe wrote to Doctor Klein, director of the bureau, saving
that he had heard we were going to issue a statement unfavorable to
Colombia, and asked us if we would not hold it up until Doctor Olaya
got back to Washington. Doctor Klein thought there was nothing
else to do than that. It was a courtesy asked by a minister of a for-
eign government. S- it was held up until Doctor Olaya came back
to Wfashington, and he came in to see Doctor Klein and me about it,
and we said yes, that there was a circular which we were issuing, in
the regular course, and that it was not directed against Colombia in
particular. It wts just a statement of the facts. VYe said, "You
might look at a copy before we publish it, and see if there is anything
objectionable in it and see if we have our figures correct." ,ell, he
said he was not able to do that, but he would like to send a copy down
to his country. We said, "We have already delayed publication five
or six weeks, and now this would mean another five or six weeks'
delay, if we wait until a copy is returned from Bogota. If you do not
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see anything wrong in it yourself, I guess we had better go ahead and
publish it." So we published it.

Senator JOHNSON. Do you know what the Foundation Co. is?
Mr. JONES. It is a construction company that has made a specialty,

as its title indicates, of putting in deep foundations for large buildings
in New York, and in recent years they have undertaken quite a litt e
foreign work. A great many of our engineering companies have done
that.

Senator JOHNSON. Do you know whether or not they have done
any work in Peru?

MIr. JONES. Yes. I happened to be in Peru in 1920 after dhcy
landed their big contract for putting in water works, sewerage sys-
tems, and other sanitation projects.

Senator JOHNSON. Do you know whether or not, in the last couple
of years, they have had any particular contracts from Peru?

Mr. JONES. I (1o not know that they have been able to do very
much. The last important contract in Peru was the one that Snare
& Triest Co. got, for constructing the port works at Callao, which
is the port for Lima, the capital. The Foundation Co.-I remember
meeting their engineer when I was down in Peru in 1920 or 1921.
I spent a whole year there. They had an engineer working on plans
for new port works. They were all set to do it, but I do not know
why they did not land this last contract. Snare & Triest got, it.

Senator JOHNSON. Are you familiar at all with the loans that have
been made to Cuba?

MIr. JONES. Yes.
Senator JOHNSON. I ask you this question because I have been

asked to propound it. I know nothing of the facts, and I do not
know whether you do or not. Do you know of any connection be-
tween the loans granted to Cuba, and the contracts granted simul-
taneously for the construction of roads in Cuba?
Mr. JONES. It happens that I spent about 10 months in Cuba as

economic advisor to Ambassador Guggenheim. It was during that
time that a $40,000,000 special public works loan came to the atten-
tion of the embassy and State Department. I (1o not know anything
about the earlier arrangements. Apparently Warren Bros., of Boston,
got the contract for building the central highway, and I think they
got that quite independently of the banking house that did the
financing of the special public works. It. looked for a time as though
the National City Co. had the inside track on the financing. There
was quite a little competition among American bankers to place that
financing for the Cuban Government, but the Chase National Bank,
or the Chase Securities Co., really won out, and I do not know that
there is any connection between Warren Bros. and the Chase Secu-
rities Co.

Senator JOHNSON. I do not, either.
Mr. JONES. I think that was just an accident.
Senator JOHNSON. I want to say, in justice to any of these people,

that I asked the question because I was requested to propound it.
Mr. JONES. Warren Bros.' connection, being a Boston institution,

is more with the First National Bank of Boston.
The CHAIRMAN. Does the same relation apply to Cuba that applies

to every other foreign country, in relation to loans? Does Cuba
request the State Department here to approve it?

739
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Mr. JONES. It is more particularly true in the case of Cuba than
any other foreign country.

The CHAIRMAN. That is what I wanted to bring out.
Mr. JONES. Because of the Platt amendment, article 2.
The CHAIRMAN. Do you know, in the case of the loan which is

mentioned, whether the State Department was requested to approve
it, or not?

r. JONES. I am not altogether clear.
The CHAIRMAN. Was not that a commercial loan?
.N. 1'. JONES. President Machado was elected to office on the pledge

that (luring his term of office Cuba would not increase her public
debt. His predecessor, Doctor Zayas, had had to issue $50,000,000
of bonds to clear up a lot of debt incurred under his predecessor's
r6gim. That was the regime of Menocal. But Machado said
solemnly that he was not going to increase the public debt of Cuba.

There came along this grand project for building a highway from
one end of the island to the other, at a time when all Latin America
was stirred up by the possibilities of economic development through
highway construction. General Machado was in a rather awkward
position. He wanted the highway. He felt it would relieve unern-
ployment in Cuba, and yet he did not want to increase the public
debt. So, they conceived an original plan down there. They first
created a lot of special revenues which they said should be set aside
for public works construction. "It will not go through the regular
budget," they said. "We will call it the special public works fund.
In fact, we Will make a contribution to that fund from our regular
budget, and we will pay as we go in the construction of this highway."

Well, they were a little slow in getting their plans drawn and the
revenue assigned to this fund mounted up much more rapidly than
anybody anticipated, and in a short time, in a year's time, they had
a great fund, a great balance to the credit of this fund. So, then,
they began to build this central highway. For political reasons, they
hadto build it in each of the five Provinces. Each Province felt that
it had to have its part started, and the result was that you had the
highway started at five different points, getting nowhere. Then there
came the agitation, "Let us link up these various portions, so that,
we will get some use out of them." The only way they could do that
was to speed up construction, and the only way they could speed up
construction was to arrange for some temporary financing, and yet
they did not want to issue bonds, so they conceived the brilliant idea
of having the public works department issue to the contractors, as
bits of work were completed, public works certificates saying that the
Government owes the contractor so much for such and such a job.

Senator SHOUTRIDGE. Rather clever, wasn't it?
Mr. JONES. Yes. Then they said, "We will have to arrange with

the bankers to discount these." So, that is where the financing of
the public works in Cuba originated.

Then came a question. The bankers wondered, I believe, whether
the Platt Amendment applied, because the Platt Amendment requires,
that Cuba shall float no loan, or issue no obligation the interest and
service of which can not be met out of the ordinary revenues. Well,
this was not the ordinary budget. This was a special fund.

There is a little question whether the public works fund was con-
sidered a part of the ordinary budget, but I think their idea, as I
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learned from talking with Cuban officials afterwards, was that that
was something apart from the ordinary budget.

In any case, the Cuban Government succeeded in getting bankers
to discount for the contractors these deferred public works certificates.

The CHAIRMAN. American bankers?
Mr. JONEs. American bankers. First it was started in a modest

way, only $10,000,000, and with these revenues coming in the way
they were, it looked as though those could be paid off very readily.
The Chase Securities Co., after some competition, got that business.
Then, of course, like all those things, once you start it you are in for
it. The Cuban Government began to spend more and more money
on these projects. They thought they ought to complete the capitol.
The result is that they have a $20,000,000 capitol, with a gilt
dome, and all that sort of thing. Then they ought to build that fine
sea wall, which General Wood restored. That ought to be extended
a few miles further. Money was coming easy. But they neglected
the public highway a bit, you see. In order to get the money to
make the central highway worth anything, it had to be completed.
There were all these different links started, and not joined together.
So, that credit had to be extended to $60,000,000. They had asked
Chase for another credit of $50,000,000, bringing up the total credit
to $60,000,000. That got a little large for Chase to swing, although
they had a syndicate to handle it, so it was arranged with the Cuban
Government that a part of those public works certificates should be
sold to the public in this country, and so there were two issues of
$10,000,000 each of these public works certificates sold on a serial
basis to the American public. The first installment matured last
month, $6,250,000 of the $20,000,000. Then, along in-

Senator SHORT aIDGE. They matured, you say,, last month?
Mr. JONEs. Yes; part o? the serial public works certificates;

$6,250,000.
Senator SHORTRIDGE. The principal was paid?
Mr. Jo Es. It is paid off.
Senator SHORTRIDGE. That is what I was about to ask you. Did

the Government pay?
Mr. JONES. Yes.
Senator STIORTRIDGE. Were the certificates retired?
Mr. JONES. Those that fell due on that date.
Senator SHORTRIDGE. That is what I say?
Mr. JONES. $6,250,000.
Senator SHORTiunGE. Excuse me. Go ahead.
Mr. JONEs. This $60,000,000 credit uith Chase was exhausted, and

the highway still was not completed. The highway was costing more
than anybody anticipated. They stopped on the way and put in
some ornamental parks, and some embellishments, which ran ip the
cost, and there they were, sort of hung up in the air, with a highway
only partically com pleted.

Vell, the Cuban Government wanted more money, and Chase said
"We are already holding $40,000,000 worth of these public works
certificates. We have marketed ornly $20,000,000 in the serial form.
We can not increase that." But it was arranged, finally, that on
consideration of the Cuban Government consenting to an issue of
bonds to take up these $40,000,000 of public works certificates held
by Chase, the Chose Nntiomil Bank would take an option to bring
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out a further $40,000,000 of bonds. These were bonds to mature in
1945. But the understanding was that that would be the absolute
limit; that within the total Cuba would have to finish that highway.
The bankers got rather disturbed about the thing dragging out to
such lengths. So that was the occasion of the issue of $40,000,000 of
bonds. You see, that meant no new money for Cuba. It merely
meanst that Chase was permitted to market $40,000,000 of the public
works certificates it held. So a further consideration was that Chase
should give them a credit of $20,000,000, which credit would be taken
up out of the $40,000,000 of bonds on which Chase took an option
when, as, and if issued. Those bonds have never been issued--the
remaining $40,000,000. The credit has been renewed from time to
time. Because of the fact that the $40,000,000 of bonds could not be
marketed Chase would not increase its credit beyond $20,000,000.

The Cuban Government had to issue to the contractors its own
obligations up to $20,000,000, so that today there is outstanding
$100,000,000 of obligations, in one form or another, less the $6,250,000
of serial public works certificates retired last December.

It is rather interesting, in that connection-
Senator SHORTRIDGE. Government bonds outstanding?
Mr. JoNEs. They are all Government obligations, Senator. There

are forty millions of bonds; there are twenty millions of the Chase
Bank credit; there are twenty millions of what are known as treasury
obligations, which are held by the contractors, and there are now
$13,750,000 serial public works certificates held by the American
public.

Senator JOHNSON. Do you know anything about the recent flota-
tion of a nitrate loan in the United States?

Mr. JONES. You mean for the Cosach?
Senator JOHNSON. It is a Guggenheim interest.
Mr. JONES. It is a corporation set up under the laws of Chile, in

which the Chilean Government has a 50 per cent interest and the
nitrate companies the balance. Guggenheun Bros. have a very large
interest there, but I think some of the British companies were taken
in, too.

Senator JOHNSON. Do you know whether or not that loan was
floated because of the bankrupt condition of certain British nitrate
interests?

Mr. JONES. I never had that impression.
Senator JOHNSON. Were you familiar with the condition of any

British nitrate companies financially at. the time of the flotation of
that loan?

Mr. JONES. No, sir; I was not.
Senator JOHNSON. During the last few years, when these loans have

been made in Latin America and South America, the various banking
houses or institutions that deal in that sort of thing-investment
houses and the like-have indulged in the keenest competition to
obtain from the South American Governments and from Latin
America the securities for flotation in this country, have they not?

Mr. JONES. In general. I think there are two notable exceptions.
Senator JOHNSON. Two notable exceptions. I think, in justice to

those two, we ought to state them.
Mr. JONES. I will not say that they are the only exceptions; but

J. P. Morgan & Co., and Kuhn, Loeb & Co. have followed, more or
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less, the English tradition of the borrower seeking the lender rather
than the lender seeking the borrower.
Senator JOHNSON. On the other hand-
Mr. JONES. But I will not say they are the only ones. They stand

out.
Senator JOHISON. You say they stand out as exceptions, and I

desired you to put their names in the record in justice to them, that
was all, so that they might not think we were criticizing them,
although I criticize none at the present time. So far, however, as the
generality of houses was concerned, they were buzzing around South
American, Central American, and Latin American, all keenly compet-
ing and endeavoring to obtain, in every fashion that was legitimate,
of course, we will assume, loans from those countries, in order to float
them in America and sell them to the American public; is not that
correct?

Mr. JONEs. There was a very great deal of competition.
Senator JOHNSON. And, so far as the condition financially of the

various countries from which they were obtaining their securities for
sale to the American public is concerned, there could have been ob-
tained from your department, because of your researches and exam-
ination, details which would have enabled those who were dealing
with those loans to have known the exact financial condition of those
countries?

Mr. JONES. I would like to claim that much for my division,
Senator, but I really can not.
Senator JOHNSON. Can you claim it in substance?
Mr. JONES. I would say this, that we had a great deal of informa-

tion which would be helpful in guiding the buyers of those bonds.
The CHAIRMAN. Did you submit it to any of them?
Mr. JONES. A number of them did come down and consult us. It

caine to be known that the finance division had a great deal of data
ani banking houses would call us up or telegraph us and say "Have
you the budget of the city of Budapest?" or "Have you any data for
Vienna?" or "What is your data for Colombia? Have you the recent
budget figure? We want to check up." In that way we did dis-
seminate a great deal of information to the bankerb.
Senator SHORTRIDGE. You felt at liberty, did you, to give out any

information that you had acquired concerning the financial condition
of a given Latin-American country?

Mr. JONES. Anything that was derived from published reports.
Senator SHORTRIDGE. Pardon me if I pursue that just a moment.

In regard to Colombia you knew, did you not, that our relations with
that republic were once very strained?

Mr. JONES. Yes.
Senator SHORTRIDGE. That President Roosevelt undertook to

allay the feeling and to bring about a cordial intercourse between us
and Colombia?

Mr. JONES. Yes.
Senator SHORTRIDGE. You knew, did you not, that later, by the

payment to Colombia of $25,000,000, sle recognized the independ-
ence of Panama, and that the relation between us and that Republic
became very cordial and friendly?

Mr. JONES. Yes.
0)2928--32--ir 2-29
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Senator SUORTRIDGE. When you put out, or were about to put out
this statement referred to concerning the financial structure or status
of Colombia, were you not a little hesitant as to the effect that would
have upon our relations with Colombia and other Central and South
American republics?

Mr. JONES. We bore that in mind.
Senator SHORTRIDGE. What we speak of as the Latin-American

countries.
Mr. JONES. We had that in mind, sir, but that did not deter us,

because, as I told Doctor Olaya when he consulted us about it, we
were issuing these circulars or bulletins in the regular course, and we
were not, singling out Colombia particularly. We just happened to
have the data on Colombia and we were publishing it.

I might say that our relations with Doctor Olaya, the Minister of
Colombia at the time, were extremely cordial and friendly. We all
had a very high regard for him as a gentleman and as a student-so
much so that we have been following ith a great deal of interest his
career as president; and we think that Colombia has done remarkably
well under all cor,. itions. We do not know of a single Latin American
country that has made such a determined effort to put its budget into
balance and to meet the service on its public debt, as Coloni bia.
That is just our feeling toward the republic.

Senator SHORTRIDGE. It is now passed, and we can not recall it,
and it may be of no present interest; but if there was any resentment
felt by Colombia because of this particular statement referred to, that
feeling has pased?

Mr. JONES. Oh, yes. In fact, the present minister, Doctor Lozano,
has told us that Doctor Olaya was really glad that we got out our cir-
cular after all, because he thought it resulted in the curtailment of
Colombia's foreign borrowing and minimized his problem a little.

Senator JOHNSON. May I ask you whether or not you had your
report and made your investigation with respect to the Chilean
financial situation before its bonds were floated?

Mr. JONES. We issued a very exhaustive analysis of Chilean
finances, which was one of the Arst jobs done in our division, and
was prepared by Mr. C. A. McQueen, who had been commercial
attach6 at Santiago. That report gave a complete picture-one of
the best we have ever made of any Latin-American Government's
finances. We followed that up--that was issued about 1923 or 1924,
was it not, Mr. Corliss?

Mr. CORLISS. My impression is it was later than that; perhaps
1926.

Mr. JoN.Es. It could hardly be that late. At any rate, it was
issued some years ago. Where we issued a printed' report on the
finances of a country we tried to keep it tip to date by means of
bulletins and circulars. I do not remember issuing anything like
this Colombian circular on Chil. There was one that Mr. Mcueen
got out on the eve of some financing for Chile that was (lone by
tlallgarten & Co. and Kissell-Kinnicutt & Co. That was one of
these routine circulars that just happened to come out at that time.
I think MIr. MlcQueen took the attitude, "Well, a good many bankers
have been (town here asking us about these things. There is no
reason why other bankers should not have that information. We
have work ed it up. Let us publish it in mimeographed form," and

I - IWN41p
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we did. I remember there was one section of that circular which we
debated a great deal, as to whether it should go in. Mr. McQueen
had been much impressed by the fact of Chilean dependence upon the
export tax on nitrate. That export tax on nitrate constituted a
very large proportion of the revenues of the Chilean Government,
and Mr. McQueen was aware that since the war the production of
artificial nitrates had increased greatly and, by implication, lie
raised the question whether Chile was wise to put such great depend-
ence on such an uncertain source of revenue.

That is the only thing in that circular that might be construed as
unfavorable.

I remember meeting one of the employees of one of the banking
houses about a week afterwards, anid he caught it, but lie said it (lid
not make any difference to the sale of a loan. That was not our
object at all. We did not try directly to influence the sale of any
part-ular issue.

Senator JOhNSON. You were simply endeavoring to offer informa-
tion that would be desired or appropriate for those who were investing
or selling the securities?

Mr. JONEs. Yes.
Senator JoHNSON. And it was open to every single international

banker in the United States to know exactly w :hat you knew in that
regard?

Mr. Jo~x'is. I do not know that we advertised our service very
much. We may have kept our light under a bushel.

Senator JOHNSON. That is all, sir.
The CHAIRMAN. The committee will stand adjourned until io.

morrow morning at 10 o'clock.
(Whereupon, at 1 o'clock p. i., the committee adjourned until

to-worrow, Thursday, January 7, 1932, at 10 o'clock a. in.)
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THURSDAY, JANUARY 7, 1932

UNITED STATES SENATE',
COMMITTEE ON FINANCE,

lWashington, D. C.
The committee met at 10 o'clock a. in., pursuant to adjournment

on yesterday, in the committee hearing room in the Senate Office
Building, Senator Reed Smoot presiding.

Present: Senators Smoot (chairman), Shortridge, Reed, Couzens,
Thomas of Idaho, Jones, Ilarrison, King, George, Connally, and Gore.

Present also: Senator Johnson.
The CHAIRMAN. The committee will come to order.
Senator SHOwrRIDGE. Mr. Chairman, I am obliged to go to the

Naval Committee, if you will ex,43(, me. But you may count me
for a quorum.

The CHAIRMAN. Very well. Now we will call Mr. Joseph R.
Swann, of the Guaranty Co.

Senator JOHxSON . ',\fr. Chairman, would you pardon me while I
put on the stand a gentleman from the Department of Commerce,
verz briefly, Mr. Corliss?

'1he CHAIRMAN. Very well. Mr. Corliss, hold up your right
hand: You do solemnly swear that the testimony you are now going
to give in the investigation being made by this committee will be the
truth, the whole truth, and nothing but the truth, so help you God.

Mr. CORLISS. I do.

TESTIMONY OF JAMES C. CORLISS, SPECIALIST, LATIN AMERICAN
FINANCE, DEPARTMENT OF COMMERCE; WASHINGTON, D. C.

(The witness was duly sworn by the chairman of the committee.)
(During the examination of Mr. Corliss, Mr. Grosvenor M. Jones,

chief division of finance and investment, )epartment of Commerce,
who was examined on yesterday, also answered a number of ques-
tions.)

Senator JoNSON.o Will you state your name and occupation; please.
Mr. CORLISS. James C.'Corliss, specialist, Latin American finance,

Department of Commerce.
Senator JOHNsoN. Ihow long have you filled that particular official

position?
Mr. Coiimss. About five years.
Senator JoimNsox. Have you devoted yourself (luring that period of

five years in the department of Commerce exclusively to Latin-
American affairs?

Mr. Conmss. Yes, sir.
747
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Senator Jon xsoN. Who is you immediate superior in the depart.
ment?

Mr. CORLIsS. 'Mr. Grosvenor Jones.
Senator Joi.-,so.-. The gentleman who testified before the corn.

mittee on yesterday?
Mr. CORLISS. Yes, sir.
Senator JoHNSO.N. You feel that you are an expert upon the

financial condition of Latin America, do you?
Mr. CoiILIss. Well Senator Johnson, that is a very difficult ques.

tion to answer, but I hope I know something about it.
Senator Jonxsox. Would you state first whether or not in the last

couple of years in your opinion Latin America has been overborrowed?
Mr. ConLISs. There have not been so many issues of securities

during the last couple of years, but prior to that there were, up to the
time of or just, before the. stock market crash.

Senator JohNsoN. That, would extend back for how long a period?
Mr. CoRLISS. 1 would say back to about 1926.
Senator JOHNSON. During that period would you say that Latin

America had been overborrowed?
Mr. CORLIsS. I should say by the end of that period Latin America

was overborrowed.
Senator JoH NsON. Will you state, if you please, for the record just

exactly what. information you have concerning financial affairs in
Latin America, generally I mean, and whether or not it is accessible
to those who may desire information in respect to the matter?

Mr. COILISS. We receive, or attempt to receive, all official financial
reports on these various Latin American Governments, and the various
political subdivisions of them, and are especially interested of course
in those which have borrowed money in the United States. We also
receive bank reports, reports of various financial committees, exchange
committees, and so forth. In addition to these we receive from the
Department of State a great deal of information from consular
officers, from legations, from embassies, and finally from our own
foreign officers, reports covering a great, variety of subjects, and from
which all financial sections come to our division. The information
contained in these reports is disseminated in three ways: First, we
have what we call trade information bulletins and a trade promotion
series--the trade promotion series is more exhaustive, that is all.
As to the trade information bulletins, I am going to leave with the
committee a sample for 1930, outlining Latin American financial
developments in 1930. In addition to tlat we have what we call
Latin American Financial Notes which we now attempt to issue
every two or three weeks. We were not always able to (1o that in
the past.

The CHAIRMAN. You have a sample bulletin for 1928, too; have
you not?

Mr. CoRiass. Yes, sir. I think so.
The (CIAI1m AN. And for 1929?
Mr. COHLISS. I know that we have them for 1929 and 1930.
The CHAIITAX. When you put a sample in for 1930, also put in

samples for 1928 and 1929.
Mr. CORLISS. Very well, sit'. I think we have them for 1928, but

am sure that we have them for 1929 and 1930.
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LATIN AMERICAN FINANCIAL DEVELOPMENTS IN 1928

FOREWORD

Latin American governmental loans publicly offered in the United States
during 1928 totaled $344,598,000, an increase of about $13,000,000 over the
preceding year and the highest yearly total on record. At the same time tile
public offering of Latin American corpor.tte issues in tle United States declined
from $102,129,000 in 1927 to $92,880,000 in 1928. These figures do not include,
however, large direct investments of American capital not represented by public
offerings of securities.
The data contained in this publication represents the snore important finan-

cial developments and trends in the various Latin Aterican countries during
1928 ,ad the early months of 1929. Being a general survey, it does not attempt
to analyze the public finances of the countries, but the outstanding developments
in all cases are pointed out. Furthermore, actual figures on budgetary results
public debt, note circulation, gold reserves, banking reserves, etc., are'included
in every instance where this data was obtainable. It is believed, therefore, that
this bulletin will be of value not only to persons who are interested in
following getleral financial trends in the Latin American countries but also to
those who have a more specialized interest in particular countries.
The manuscript was prepared in the finance ind investment division by

Eugene W. Chevraux, from reports submitted by foreign-service officer and from
official and unofficial publications. The finance and investment division keeps
in close touch with Latin American financial conditions, and more detailed infor-
mation on recent financial developments will be made available upon request.

0. P. HOPKINS,
Actsng Director, Bureau of Foreign

and Domeshc Commerce.
OCTOBER, 1929.

INTRODUCTION

In an area where there are rather wide differences of economic development a
corresponding disparity in the extent and type of readily available financial in-
fornmtion is to be expected. Accordingly, as will be noted in perusing the in-
dividual surveys which follow, it has been imlossible to present the same type
of information'for all countries. Actual budgetary results for 1928 are still not
available in severe instances; in others, no official debt statement at or near the
close of the year has yet come to hiand. Many of the budgetary statements now
available are only preliminary, and they usually relate only to the original budget.

A great inprovenent in the availability of current financial information has
occurred in recent years with the inauguration of monthly pttblic'ations bsy a
number of central banks of South America. It will prol bly be possible to
publish regular periodical surveys of s(omewhat more comprehensive type soine-
time in the future.

(EN ERAIL OBsEItVATIONS

In general, 1928, was a y'ear of financial progress in Latin America, despite
unfavorable economic conditions in certain of the countries. Revenues increased
with but tow exceptions and attained record proportions ill a great many in-
stances, numerous biudgetary surpluses were reported, and foreign obligations
were met with fewer exceptions titan in inany years. Banking and currency
systems, as a rule, were strengthened. Exchange rates were relatively stable,
although in the latter part of the year a declining tendency occurred in a number
of the South American currencies.t  On the other hand, there was ahnost com-
plete cessation of foreign borrowings by Latin American Governmients at the end
of the year, owing largely to the high rates prevailing in the New York money
market. Certain local dhflieulties occurred in the latter part (if the year, inclut-
ing the boundary dispute between Bolivia and Paraguay, the uncertainty over
the credit sit nation in Brazil,2 and other unfavorable developments of an isolated

iThis tendency i ecame wore noticeable in 1929, and a rather severe decline occurred in Uruguua~an
exchange. Owin g in part at least t) the high money rates preaillng In Ne%, York, the central I ants of
Colombia, Ecuador. and Peru all raised their discount rates In 1 n Aug. 1. hoemer, the lanco do
I& Iepublica of ('olombia restored the discount rate of 7 per cent which pre% ailed In 1928.

'Th 11ra ilan credit situation becatne acute in the first half of 1929. Money vias very tight, and lank-
ruptcles and creditors' agreements in lilo de Janeiro increased noticeably over the corresponding perled of
the previous year. flowever, the prevailing uncertainty, which centered In part at least around the policies
of the fank of lirasil, was sonewhUt relieved by eNplanatIons of the President of iraiil at Ihe end of A pril
that it was never his Intention to liquiate the discount department of the flank of lraill as had been
alleged.
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character. These developments detracted somewhat from the year's generally
favorable trend.

Despite the falling off in foreign borrowings from the United States in the
latter part of the year, Latin American governmental loans publicly offered in
the United States during 1028 totaled $344,598,000-an increase of 'about $13,-
000),000 over the preceding year md the highest yearly total on record.8 New
nomiral capital in this financing was actually less, however, than in the previous
year, estimated refunding to Americans having been $106,400,000 in 192s, as
compared with only $54,029,000 in 1927. While the public offering of Latin
American corporate issues in the United States declined from $102,129,000 in 1927
to $92,880,000 in 1928, 4 estimated refunding to Americans in the former year was
$30,510,000 as compared with only $1,000,000 in 1928; so the new nominal capital
invested in corporate issues pulbliely offered increased during 1928. These
figures do not include large direct investments of American capital not represented
by public offerings of securities. During the year large public..utility holdings
were acquired by American interests in Latin America, notably in Argentina,
Brazil. Chile, and Mexico.

Another interesting feature of the year wos the development of State mortgage
banks. During 1928 the Mortgage Bank of Ecuador and ttw iae() Agricola y
Pecuario of Venezuela were opened, both of which are Government banks.
Furthermore, a law was enacted in Peru creating the Mortgage Batik of Peru.
In Brazil the States of Rio Grande do Sul a.nd Parana both opened state-con trolled
banks with mortgage departments. The State of Bahia also enacted legislation
for the setting up of a State bank whose chief piirpose would be to ma!ie loans to
agriculturists.

As might be expected, in view of the prevailing conditions, banking operations
generally increased. Loans and deposits gained with hut few exceptions. Mort-
gage loans as a rule also showed notable increases. This trend was aided by the
flotation of foreign loans by various mortgage banks as eli as the establishment
of the State mortgage banks. Bank clearings increased in nearly all principal
centers in Latin America.

Important developments of an isolated character include the following: Enact-
ment of legislation by Bolivia providing for extensive changes in the country's
financial organization; the provisional stabilization of Peruvian exchange; the
successful maintenance for the second full year of the Brazilian stabilization
program; he continued Increase in the flotation of Colombian governmental
loans In the United States for the construction of transportation facilities and
other publi( works; the arrangement effected by Cuba with American bankers
for the finat.eing of the public-works program through the issuance of public-
works serial certificates; and the negotiations between Mexico ant the Inter-
national Bankers Committee looking forward to a new debt agreement-no pay-
nients being iuiade during 1928 on foreign-debt obligations due ill that year.
Other developments of scarcely less importance will be found in the surveys
which follow.

ARGENTINA

PUBLIC FINANCES

The national budget for 1928 was simply the extension of that for the preceding
year. Preliminary figures indicate that principal national revenues continued to
increase in 1928. Customs receipts and port dues, the most important source
of governmental income, increased from 381,300,000 paper pesos (1 paper peso
equals $0.4245 at par) in 1927 to 426,600,000 paper pesos in 1928, or about 11.9
per cent. At the same time Internal taxes invrtased about , 3.9 per cent, and land
taxes, licenses, and stamps increased about 3.7 per cent. No statement of ex-
penditures for 1928 is yet available. The President's message to the National
Congress, read at t:he opening of its ordinary sessions in May, 1929, did not give
the usual figures covering the financial results of the previous year.

Late in September, 1928, Congress passed the budget for'1929, atithorizing
ordinary expenditures totaling more than 704,000,000 paper pesos. This amount
does not include expenditures authorized f('r public works and subsidies, which
are to be met from the proceeds of bond issues and from special revenues,

i'Latin omsrican governmental loans publicly otlered lit tie United States in the first half of IIf) totaled
only$45,150,000 as cornintred with $22,547,000 in the first half of 1928.

4Latin American corporate issues publicly ofTered in the United Stantes during the first six months of 1929
totaled $147,037,200 as compared with oi,ly $20 240,000 during the correspondlug period of 1928. I'ul1c.
utility financing played a large part in the notable increase which occurred in 1920.
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respectively. Budgeted expenditures on account of the public debt In 1929 were
set at 216,661,000 paper pesos.

According to an unofficial source, the consolidated debt at the end of 1928
totaled approximately 2,275,000,000 paper pesos, an increase of more than
119,000,000 paper pesos over the total at the end of the previous year. The
floating debt on October 10, 1928, totaled 4,54,985,000 paper pesos as compared
with 4148,440,376 paper pesos, at the end of 1927. Both of these totals of floating
debt include an item of approximately 40,000,000 paper pesos resulting from
differences in exchange in connection with the cancellation of the loan obtained
from the British Government in 1920. Argentine governmental loans publicly
offered in the United States showed a marked decline in 1928, totaling only
$50,393,000 as compared with $109,352,000 in 1927; these figures include issues
of the Provinces and cities as well as the central Government.

Near the end of the year an Executive decree authorized the Banco de la
Nacion Argentina to open a credit up to a maximum of 50,000,000 paper pesos
at 5 per cent in favor of a consortium of Argentine banks, which in turn were to
grant credits up to the same amount to various Spanish banks. The credit was
to be used exclusively for the purchase of Argentine agricultural and stock-raising
products.

Near the close of the year the Provinces of Mendoza and San Juan were inter-
vened by the National Government. Reports emanating from the national
interventors indicated that the public finances of these Provinces were in an
unsatisfactory condition at the time of the interventions.$

CURRENCY AND EXCHANGE

The total note circulation increased from 1,378,432,790 paper pesos at the end
of 1927 to 1,405,875,362 paper pesos on December 31, 1928. During the same
time the gold in the Caja do Conversion increased from 477,582,406 gold pesos to
489,657,138 gold pesos (1 gold peso equals $0.9618 at par). Adding the conver-
sion fund held in the Banco do la Nacion, 30,000,000 gold pesos, the gold reserve
against note circulation at the end of 1928 amounted to approximately 84 per
cent. At the end of 1928, 37.73 per cent of the total note circulation was held
by the banks. Including the gold holdings of the banks, the total visible gold
stock at the end of 1928 amounted to more than 641,000,000 gold pesos.

As a result of the heavv export movemtent the Argentine gold peso was above
par during the first six reonths of the year, after which a decline occurred in ex..
change until the gold export point was reached and some gold exports made.0

While the year closed with the peso below par, the average for the year was alost
exactly the par rate.

BANKING AND PlIVATE FINANCE

Tle increased business activity in 1928 was reflected by larger bank clearings.
Total clearings amounted to 10,528,400,000 paper pesos in the capital and
7,918,600,000 paper pesos in the interior, representing increases over 1927 clear-
ings of 4.7 per cect and 13 per cent, respectively.

Banking operations were characterized by a large increase ini deposits and cash
reserves, while no appreciable change occurred in loans. According to the
Economic 1teview of the Banco d la Nacion, the 12 months average for deposits
and cash reserves increased 8.8 per ccit and 42.6 per cent respectively, in 1928.
At the same time the average for loans increased only a small fraction of I per cent.

Largely as a result of the heavy gold imports money was easier than in the pre-
ceding year. At the end of the year banks were paying front 4 to 41,' per cenit for
three nionths' deposits and froii 4?/4 to 51/1 per cent for deposits of six months and
longer. Discount rates varied froni 6 to 72 per cent.

A noticeable imnprovemnent occurred in 1928 ini the bankruptcy figiures-liabili-
ties totaling 147,,400,000 paper pesos as compared with 198,466,000 paper pesos
in the previous year.

Stok exchange transactions increased about 12.3 per cent over 1927. largely
as a result (of the increased niovenient of securities of fixed income. The yield
oil fixed interest-bearing securities tended to decline as a result of a general rise
in the market qitotations of these securities.

S In 1929 the Provinces of Correntes and santa le were also intervened by the Notional Government.
* This trend continued in the first half of 19l9. The average exchange value (noon buying rate for cable

transfers In Now York) of the gold peso in June, 1929, was $0.9.529 as compared with the 1928"yearly average
of $f.9619. As a result of the decline in exchange aind the high money rates in New York, large quantities
of gold were exported from A.gentina in the first halfof 1929 In contrast with heavy gold imports In the first
hIlf of 1928.
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During the year a large amount of American capital was invested in Argentine
public utilities.

BOLIVIA

The outstanding feature of the year was the enactment of the following laws
based uron the recommendations of the Kemmerer Commission, which visited
Bolivia n 1927:

1. Real estate tax law of April 3, 1928.
2. Law of April 27, 1928, authorizing the Executive to organize a national

revenue-collecting company and enter into a contract with it for the collection
of revenues.

3. Law of April 27, 1928, establishing an organic budget law.
4. Law of April 27, 1928, concerning the organization o the national treasury.
5. Income tax law of May 3, 1928.
6. Law of May 5, 1928, creating the office of comptroller general.
7. Law of July 11, 1928, on monetary reform, which fixed the value of the

boliviano at the equivalent of approximately $0.365 in United States currency.
8. General banking law of July 11, 1928. *
9. Law of July 20, 1928, providing for the reorganization of the Banco de Ia

Nacion Boliviana as a central bank. (The central bank did not open, how-
ever, until July 1, 1929.)

The budget for 1928, which was not promulgated until June 1, calculated
receipts and expenditures at 51,897,187 bolivianos (1 boliviano equals $0.365 at
par) and 55,802,973 bolivianos, respectively, thus anticipating a deficit of
3,905,786 bohvianos. The President was authorized, however, to make reduc.
tions up to 15 per cent in expenditures. The principal items of budgeted expen-
ditures were those for public debt and the department of war, amounting to
25823,545 bolivianos and 10,939,760 bollvianos respectively.

In September, 1928, an external loan of $23,000,000 was floated in the United
States, the proceeds of which were to be used for the retirement of certain external
and internal indebtedness, for highway construction, and other purposes. As a
result the external debt increased from $50,466,454 on June 30 to $62,804,000 atthe end of the year. A aw signed on July 14, 1928, authorized the Executive
to contract one or more loans up to $16,803,300 for the account and responsibility
of the departments and municipalities. The loan, however, was to be guaranteed
by the National Government.

Credit conditions were poor throughout the year, and numerous failures
resulted. Credit stringency was especially marked at the end of the year, when
the crisis with Paraguay developed.

Exchange was firm throughout 1928; in fact, the average exchange value of
the boliviano was somewhat higher than that of the previous year;

BSAi

PUBLIC FINANCES

The national budget for 1928 as signed by the President calculated receipts
and expenditures at 2,088,933 paper contos (1 paper conto equals $119.63 at
stabilization rate) and 2,088,816 paper contos, respectively, thus anticipating a
surplus of 117 paper contos. The budget as passed by the National Congress
had anticipated a deficit of 151,990 paper contos, but the President exercised his
veto power to convert an anticipated deficit into the surplus mentioned. Accord-
ing to the President's annual message to Congress on May 3, 1929, actual
budgetary operations in 1928 resulted in a surplus of 198,354 contos, revenues
and expenditures totaling 2,216,512 contos and 2,018,158 contos, respectively.
Important sources of revenue, such as Rio de Janeiro and Santos customs col-
lections and consumption taxes, showed notable increases over collections of the
previous year.

During 1928 a controversy arose regarding the financial results for 1927.
The President's message to Congress on May 3, 1928, reported that 1927 financial

-operations had resulted in a surplus of 25,580 paper contos; and a decree of May
23 provided for the application of this surplus to the retirement and incineration
of treasury notes in circulation. Subsequently a report of the Brazilian Senate
Finance Committee indicated that a deficit rather than a surplus had occurred
in 1927. In order to clarify the situation, on October 18 the President appointed
a special commission of accountants to examine the accounts for 1927. This
commission reported that a surplus of 30,851 paper contos had resulted, an
amount even greater than that reported in the President's message to Congress.
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7,aws of January 7, 1928, and December 29, 1928, regulated by a decree of
I)ecemher 31, 1928, effected a partial reform of the accounting system, abolishing
the additional period formerly in effect for closing the accounts and substituting
a new procedure.

During the year the external debt of the Federal Government was reduced in
the amount of £2,315,884, $4,089,840, and 1,976,744 francs. The external
debt at the end of 1928 totaled £106,968,592, $152,800,427, and 333,577,086
francs. The internal funded debt was reduced from 2 435,367 paper contos at
the end of 1927 to 2,392,746 paper contos at the end of 1928. Especially note-
worthy was the progress made in connection, being the enactment of a law on
January 4, 1928, authorizing the payment of floating debt totaling 13,771
gold contos and 334,761 paper contos. The major portion of the floating debt
items covered by this law had been liquidated by the end of the year.

Brazilian Government securities publicly offered in the United States during
1928 totaled $78,245,000 as compared with $62,280,000 in 1927. The 1928
total was composed entirely of loans to States and municipalities, in contrast
with the borrowings of the previous year, when a loan to the Federal Govern-
ment accounted for the major portion of the total.

The decision as to Brazil's liability to meet payments on certain franc loans
of the Federal Government in gold or depreciated paper francs, which was
referred to the Permanent Court of International Justice at The Hague by agree.
ment signed on August 27, 1927, was still pending at tho end of 1928.'

BANKING AND CREDIT

According to the President's message to Congress on May 3, 1929, banking
operations continued to increase in 1928. The consolidated balances of banks
operating in Brazil showed that bills discounted increased from 2,791,000 contos
at the end of 1927 to 3,008,000 at the end of 1928. During the same period
loans in current account increased from 2,164,000 to 3,001,000 contos; cash
increased from 819,000 to 1,045,000 contos; sight deposits increased from 3,469,-
000 to 4,105,000 contos; and time deposits from 1,459,000 to 1,733,000 contos.
Capital increased from 875,000 to 914,000 contos and reserve funds from 397,000
to 476,000 contos. In the first half of 1928 money was easier than it had been
during the previous year. After the middle of the year, however, money began
to tighten; at the end of December Rio de Janeiro banks were paying 0 per cent
for time deposits, and the discount rate for commercial paper ranged from 10
to 12 per cent.

In September the Bank of Brazil began tightening upon its credit policy.
This step was particularly embarrassing to certain overextended firms, who found
themselves in a precarious position as a result. Important business failures which
occurred in Rio de Janeiro in November and rumored difficulties of various other
firms created considerable apprehension and a further tightening of credit.
An attitude of uncertainty regarding banking and credit conditions prevailed in
many quarters at the end of the year.

CURRENCY AND EXCHANGE

The note circulation Increased from 3,004,864 contos at the end of 1927 to
3,379,026 contos at the end of 1928. The foregoing figures do not include notes
of the Caixa de Conversao, which totaled 19,328 contos at the end of 1927 and
9,196 contos at the end of 1928. The increase was entirely accounted for by an
increase in notes of the Caixa do Estabilizacao, which are backed by a 100 per
cent gold reserve. The fiduciary circulation was reduced in the amount of
25,580 contos by the application of that amount of the 1927 budgetary surplus
to the retirement of treasury notes. The total gold reserve against note circula-
tion increased from £20,706,946 on December 31, 1927, to £30,533,389 on Decem-
ber 31, 1928, the reserve ratio thus increasing from 28.03 per cent to 36.76 per cent.
In connection with the foregoing reserve ratios, it should be remembered that at
present the various note issues are not equally secured. Gold in the Caixa de
Estabilizacao increased from 435,560 paper contos at the end of 1927 to 835,301
paper contos at the end of 1928.

ISubsequently (July 12, 1929), the court rendered Its decision to the effect that the Brazilian Government
would have to pay the interest and principal of the loans In prewar gold francs. The loans In question
were the Federal 5 per cent franc loan of 1909 (Pernambuco port loan), the Federal 4 per cent franc loan of
1910, and the Federal 4 per cent franc loan of 1911.

753
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One of the most satisfactory features of the year was the continued successful
maintenance of the Government's exchange-stabilization program begun at the
end of 1926. During 1928 exchange fluctuations were slight. The average
exchange value of the milreis was higher than in 1927 and very close to the rate
at which the Government has sought to stabilize exchange.

CHILE

PUBLIC FINANCES

During 1928 ordinary revenues and expenditures totaled 1,021,041,000 pesos
(1 peso equals $0.1217 at par) and 982,734,000 pesos, respectively, a surplus of
.38,307,000 pesos thus resulting. This result compares favorably with the small
surplus of 1927 and the large deficit of 1926. Both ordinary receipts and expendi-
tures during 1928 were greater than budgetary estimates. The extraordinary
budget for 1928, the first attempt to fix an extraordinary budget under the new
budget law, included a comprehensive plan for the construction of public works
-extending over a period of six years and contemplating a total investment of
1,575,000,000 pesos. Actual results of extraordinary budgetary operations in
1918 are not yet available. Near the close of the year the Congress passed the
ordinary and extraordinary budgets for 1929. Ordinary receipts and expendi-
tures for 1929 are calculated at 1,123,291,500 pesos and 1,071,603,975 pesos,
respectively, thus anticipating a surplus of 51,687,525 pesos. It should be noted,
however, that the figure for receipts Includes an item of 20,000,000 pesos repre-
senting the estimated surplus resulting from financial operations in 1928. Ex-
penditures for the service of the public debt during 1929 are budgeted at
235,651,000 pesos. The extraordinary budget for 1929 authorizes expenditures
of a little over 225,000,000 pesos, to be met from the proceeds of loans.

During the year the National Government took steps to improve the adminis-
tration of municipal finances. Among other measures, an office of municipal
budgets was set up to control all the municipal budgets of the country.

Public offerings of Chilean governmental securities in the United States during
1928 totaled $79,912,000-a large Increase over the total for the previous year.
The foregoing figure includes municipal borrowings and corporate issues officially
guaranteed, in addition to issues of the National Government. A large railway
refunding loan was chiefly responsible for the increase noted in the 1928 total.

One of the noreworthv features of the year in regard to governmental borrow-
ings was the success which attended the Government's efforts to create a market
for internal loans, all issues offered being fully taken tip on terms increasingly
favorable to the Government.

The public uebt increased during 1928. According to the Ministry of Finance,
the direct debt at the end of the year totaled 2,457,328,000 pesos. Of this
amount, 2,168,570,000 pesos was external debt. The indirect debt, which includes
issues of the National Mortgage Bank, the State railways, and various munici-
palities totaled 962,427,000 pesos, of which amount '932,214,000 pesos was
external debt.

BANKING

The downward trend of money rates, noted in the previous year, continued in
1928. The discount rate of the Banco Central de Chile for operations with mem-
ber banks was 6 per cent at the end of 1928 as compared with 6% per cent at the
end of 1927 and 7% per cent at the end of 1926. The discount rate for operations
with the public was I per cent higher.

The lowering of interest rates was further aided by laws passed early in the
year permitting banks to reduce their cash reserves and authorizing the Banco
Central de Chile, acting in conjunction with the superintendent of banks, to fix
the maximum rates of interest which banking institutions might pay on deposit.
As a result of the latter law, the maximum rate paid by the larger banks on six
months' deposits in Chilean currency was reduced from around 7% to 6 per cent.

During the year, the National Congress also paused a law authorizing the
establishment of an industrial credit bank, which was opened in September.
Peso deposits in commercial banks and the Caja de Ahorros were 233,000,000
pesos greater on December 31, 1928, than at the end of 1927; this increase, how-
ever, was partially offset by a decline in deposits in foreign money amounting to
78,000,000 pesos. On December 31, 1928, peso loans of the same banks were
192,000,000 pesos greater than at the end of 1927 while cash and deposits of these
banks in the Banco Central showed a slight decline. The outstanding bonds of
the mortgage banks increased during the year, and the loans of the agricultural
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credit banks increased more than 24,000,000 pesos. Combined Santiago and
Valparaiso bank clearings showed a further increase in 1928, totaling 12,715,-
000,000 pesos as compared with 11,213,000,000 in 1927 and 10,940,600,000 in
1926.

In general, the prices of stocks quoted on the stock exchanges of the country
slowed a rather marked increase during the year.

CURRENCY AND EXCHANGE

Total note circulation increased from 318,601,000 pesos at the end of 1927 to
351,711,000 pesos at the end of 1928. During the same time the legal reserve
of the Banco Central increased from 54.38 per cent. to 57.44 per cent. Including
tine deposits abroad, the gold reserve increased from 107.77 per cent to 109.09
per cent. Exchange fluctuations during 1928 were small, and the average rate
of the year showed a slight improvement over that for the previous year.

COLOMBIA

PUBLIC FINANCE

The budget for 1928 calculated ordinary receipts and expenditures at 61,220,191
pesos (1 peso equals $0.9733 at par) and 52,33.4,196 pesos, respectively. Extraor-
dinary expenditures were budgeted at 33,885,996 pesos, of whieh 25,000,000
pesos were to be met from the proceeds of a loan and the balance by the antici-
pated surplus of ordinary revenues over ordinary expenditures. According to
the monthly statements of the comptroller, published in the Revista del Branco
de la Republics, national revenue collections in 1928 increased about 17.5 per
cent over the previous year. No accurate appraisal of the actual financial results
for 1928, however, can be made until the detailed statements of revenues and
expenditures are available. The budget for 1929, signed in December, authorized
expenditures totaling 106,120,106 pesos, of which 64,406,242 pesos were ordinary
expenditures and the balance extraordinary; of the latter, 36,153,000 pesos were
to be met from the proceeds of loans.

An outstanding feature of the year was the continued increase in external loan
flotations. Colombian governmental securities publicly offered in the United
States increased from $53,200,000 in 1927 to $70,318,00t) in 1928.4 These totals
include loans to departments and municipalities as well as issues of the Agricul-
tural Mortgage Bank; the latter are guaranteed by the Nation~al Gover:umelit.

According to a compilation of the Revista del Banco do la Rcpublica, outstand.
ing foreign loans of the National Government, the departments, municipalities,
and the Agricultural Mortgage Bank at the end of 1928 totaled 178,373,000 pesos.
The consolidated external debt of the National Government increased from
12,407,000 pesos on June 30, 1927, to 72,115,214 pesos on June 30, 1928. These
external debt figures of the National Government do not include the contingent
liability arising from the contraction of external loans by the Agricultural Mort-gag, Bank.uring the year the Government's policies in regard to foreign loans and

public-works construction evoked great public interest aid widespread discussion
in the Colombian press. The falling off of the volume of for-ign loans in the
latter part of the year and the uncertain outlook with respect to the contraction
of further foreign loans was accompanied by a feeling of uncertainty in commercial
and banking circles near the close of the year.

In order to enable the National Government to regulate more adequately the
increasing volume of loans being contracted by the departments and municipali-
ties, law 6 of June 5, 1928, was enacted. In addition to other provisions, this
iAw provided that the Government would not approve the contraction of a foreign

loan by a department or municipality if the amounts necessary for the service of
the public debt, including the proposed loan, should constitute more than 20 per
cent of the borrower's ordinary revenues, excluding in the case of revenues col-
lected by the departments, the municipal participations in such revenues. In
the case of loans secured by public enterprises not considered in the regular
budget, the total debt service may not be more than the net revenues of the
enterprise.

Other legislation of interest in connection with governmental foreign loans.
was enacted during the year. On November 15 a new liquor law was signed,

I During the first half of 1929, Colombian governmental Issues publicly offered In the United States.
mounted to only $1,750,000. This total does not include, of course, short-term loans from British and.
American bankers nor a A; 1,200,000 Issue of the Agricultural Mortgage Bank publicly offered in London.
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modifying Law 88 of 1923, which became effective June 1, 1928. It had been
felt that Law 88 of 1923 would reduce liquor revenues pledged to certain foreign
loans of various departments. Law 89 of November 15, 1928, created an advisory
board to the Ministry of Public Works for the purpose of organizing the public
works in execution and for the presentation of a project of law establishing a
plan of national public works.

BANKING, CURRENCY, AND EXCHANGE

Banking operations continued to increase during 1928. The year-end con-
solidated balances of the banks (not including the Banco de la Republica) showed
that deposits at sight and up to 30 days totaled 67,866,000 pesos as compared
with 53,296,000 pesos at the end of 1927. The foregoing totals include savings
deposits of 7,689,000 pesos and 4,620,000 pesos, respectively. Cash increased
from 8,969,000 pesos at the end of 1927 to 9,308,000 pesos at the end of 1928.
During the same time obligations discountable in the Banco de la Republica
increased from 31,686,000 pesos to 49,644,000 pesos and mortgage loans Increased
from 56,170,000 pesos to 74,777,000 pesos. Capital and reserves increased from
40,970,000 pesos to 50,531,000 pesos during the year. Bogota bank clearings
declined slightly from 358,018,000 pesos in 1927 to 356,911,000 pesos in 1928,
but this decrease was caused by a change in the method of liquidating rediscounts.
Medellin bank clearings increased from 93,198,000 pesos in 1927 to 101,869,000
pesos in 1928.

At the end of 1928 the note circulation of the Banco de la Republica was
56,183,000 pesos as compared with 46,370,000 pesos a year earlier. The legal
gold reserve decreased from 63.2 per cent at the end of i927 to 61.1 per cent at
the end of 1928. During the same period, however, the total reserve increased
from 83.82 per cent to 96.99 p:er cent. The discount rate of the Banco de Ia
Republican was 7 per cent throughout the year. While the exchange value of the
peso showed a declining tendency in the litter part of 1928,' the average rate for
the year was above par. COSTA RICA

The record figures of ordinary revenue for 1927 were exceeded by those for 1928.
Ordinary revenues and expenditures during 1928 totaled 33,318,699 colonel (the
colon is stabilized at $0.25) and 28,406,444 colones, respectively-a surplus of
4,912,255 colones thus resulting. Customs and liquor revenues accounted for over
71 per cent of the total revenues.

Near the close of the year Congress adopted a resolution providing that the
Government should operate under the provisions of the 1928 budget until May,
1929. The public debt at the end of 1928 totaled 83,605,458 colones, of which
68,604,249 colones were external and 15,001,209 colones internal debt.

In May, 1928, mortgage certificates of the Mortgage Credit Bank of Costa
Rica totaling $2,000,000, guaranteed by the State, were publicly offered in Spain.
The monetary circulation increased from 23,512,678 colones at the end of 1927 to
24,138,395 colones at the end of 1928. The easing of money rates, which occurred
in 1927, continued in 1928.

IF CUBA

PUBLIC FINANCES

The budget law for 1928-29, enacted in June, calculated receipts and expendi-
tures at $84,400,000 and $84,387,000, respectively. Article 10 of this law author-
ized the President to take amounts up to a total of $7,000,000 during the fiscal
year from the special public-works fund or unpledged treasury funds whenever a
decline in budgetary revenues made such withdrawals necessary to meet current
monthly budgeted requirements. These withdrawals were to be considered as
advances to be repaid to the fund from which the advance was made. '

The unfavorably economic situation during 1928 adversely affected general
budgetary revenues. Customs collections, the principal source of governmental
income, declined from $42,278,736 in 1927 to $38,713,874 in 1928. Budgetary
revenues during the first half of the fiscal year 1928-29 (July to December, 1928,
inclusive) totaled $35,122,031 as compared with $37,017,068 in the corresponding
period of the previous fiscal year-a decline of $1,895,037. Collections of the
special public-works fund during the fiscal year 1927-28 totaled $17,147,925.

$This tendency continued In the early first part of 1929. In March the Banco de la Republica raised Its
selling rate for sight drafts on New York from 102.75 to 103,50.
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Collections oln account of this fund during the first half of the fiscal year 1928-29
totaled $9,577,830 as compared with $8,663,393 in the corresponding period of the
previous fiscal year. In June, 1928 the period for the collection of special
public-works taxes, provided for by the law of July, 1925, wasextended from 10
years to 20 years.

In November the President requested the Congress to authorize him to take the
necessary steps to bring the amounts appropriated for the current fiscal year into
such relation with revenues as to balance the budget. The executive'believed
such action would be necessary unless revenue collections improved.

One of the outstanding features of the year was the agreement (approved by
the Cuban Congress in June) entered into with an American bank for the financing
of the publie-works program in an artount up to $50,000,000 in addition to a
credit of $10,000,000 extended by that bank in the previous year. An offering of
public-works serial certificates aniounting to $10,000,000 issued under this agree-
ment was made in the United States in October.

According to the President's message to Congress in April, 1929, the national
debt on February 28, 1929, total $87,471,200. This total does not include, how-
ever, two issues of public-works serial certificates of $10,000,000 each, offered In
the United States in October, 1928, and January, 1929.

]PRIVATE FINANCES

At the end of June, 1928 bank loans totaled $159,895,000 as compared with
$172,375,000 at the end of December, 1927, and $173,965,000 at the end of June
1927, the decline reflecting the diminished business activity. Deposits in current
accounts (exclusive of one bank not reporting) declined from $126,215,000 at the
end of 1927 to $119,804,000 at the end of 1928. Savings deposits increased during
the same period, however, from $42,557,000 to $45,325,000. Habana bank clear-
ings totaled $902,952,000 in 1928 as compared with $876,957,000 in 1927 and
$914,638,000 in 1927. Owing to heavy Government transfers and other influences,
however, Habana bank clearings are a somewhat doubtful gage of business
activity. In March, 1928, the President signed a decree creating a banking com-
mission to study the method of improving the organization and facilities of bank-
ing and credit u Cuba. DOMINICAN REPUBLIC

In general, economic and financial conditions during 1928 were less favorable
than in 1927. The budget for 1928 calculated receipts and expenditures at $12,-
565,400 and $12,172,829, respectively, thus anticipating a surplus of $392,571.
Preliminary figures indicate. that gross customs collections during 1928 total
$5,290,000 as corapared with $5,896,000 during the previous year-a decline of
$606,000. On the other hand, internal-revenue collections showed a slight
increase during 1928. While the detailed statement of the results of actual
financial operations in 1928 is not yet available, it is understood that the Gov-
ernment's budgetary position was unsatisfactory at the end of the year. In this
connection it should be noted that subsequently (April, 1929) a comniission of
American financial experts visited the Dominican Republic at the invitation of
the Government and made recommendations relative to the budget and account-
ing systems and other matters. Subsequently the projects recommended by
the commission were passed by the Dominican Congress.

At the beginning of 1928 a $5,000,000 loan was obtained from American
bankers for public-works construction. A portion of this loan was withdrawn
for issue in the Netherlands. This loan raised the funded debt, all of which is
external, from $15,000,000 at the end of 1927 to $20,000,000 a year later.

Credit conditions were less favorable then in the latter part of 1927. Collec-
tions were slower, and banks showed increased reluctance to extend credit.

ECUADOR

PUBLIC FINANCES

The ordinary budget for 1928, as originally passed, balanced at 51,588,000
sucres (1 sucre equals $0.20 at par). Various amendments during the year, how-
ever, finally raised this total to 59,893,069 sucres. Customs collections, including
port dues, the most important source of governmental income, increased from
22,672,000 sucres in 1927 to 26,728,000 sucres in 1928. The ordinary budget
for 1929, as originally passed, calculated receipts and expenditures at 59,900,000
sucres.

A noticeable improvement in the service of the external debt occurred in 1928.
During the year remittances were made abroad to complete the redemption of
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the prior lien bonds of the Guayaquil and Quito Railway and the payment of
two arrears coupons of the first mortgage bonds of the railway company and 17
arrears coupons of the condor bonds, as well as to bring up to date the interest
of the salt bonds and resume their sinking fund. On January 3, 1929, the external
debt, exclusive of the outstanding balance of tile loan of 10,000,000 sucres,
obtained from the Swedish Match Co. in 1927, was reported by the president
of tile Mortgage Bank of Ecuador to be approximately 98,235,000 sucres. The
internal debt wao reduced from 19,892,188 sucres at the end of 1927 to 18,628,059
sucres on October 9, 1928.

BANKING, CURRENCY, AND EXCHANGE

One of the outstanding banking developments of the year was the creation of
the Mortgage Bank of Ecuador by decree of January 27, 1928. The bank began
operations on March 4 with a paid-in capital of 8,000,000 sucres subscribed by
the Government from the proceeds of the loan obtained in 1927 from the Swedish
Match Co. Outstanding loans of the Mortgage Bank at the end of the year,
totaled 7,690,920 sucres. One effect of the establishment of the bank was to
reduce rates for mortgage loans; the Mortgage Bank charged only 9 per cent,
as compared with a rate of around 12 per cent existing formerly.

The legal reserve of the Banco Central dc Ecuador decreased from 72.22 per
cent at the end of 1927 to 58.35 per cent at the end of 1928. During the same
time, however, the total reserve increased from 77.11 to 81.81 per cent. The
note circulation of the bank decreased from 38,660,902 sucres on December 31,
1927, to 36,562,788 sucres at the end of 1928. During the same period deposits
of associated banks in the Banco Central decreased from 5,516,818 to 5,224,130
sucres; while holdings of paper discounted for associated banks totaled 3,484,209
sucres on December 31, 1928, as compared with 2 482,282 sucres at the end of
1927. The gold reserve of the Banco Central in Ecuador decreased from 10,-
228,000 sucres at the end of 1927 to 5,618,000 sucres at the end of 1928. During
the same time its deposits abroad declined from 32,663,000 to 24,000,000 sucres.

At the end of 1928 total Ecuadorian bank deposits were slightly less than at
the end of the previous year. On the other hand, total commercial loans (all
banks) increased over 8 per cent. Mortgage loans, owing largely to the open.
ing of the Mortgage Bank of Ecuador, were nearly 25 per cent greater at the
end of 1928 than on December 31, 1927.

A decree of March 8, 1928, created a Pension Bank (Caja do Pensiones). A
subsequent decree extended the scope of operations of this bank and provided
that until the authorized capital of 12,000,000 sucres is fully paid, the State
would assign to it 500,000 sucres per year for pension service.

The Banco Comerical y Agricola continued in liquidation throughout 1928.
A change in the liquidator placed in charge by the superintendent of banks
occurred in March. Between the time the bank was placed in liquidation
(November, ,927) and December 31, 1928, liabilities of the bank were reduced
by 3,763,49f sucres.

In June, 1928, the discount rate of the Banco Central for associated banks
was reduced from 9 to 8 per cent and the rate for the public from 10 to 9 per
cent.10 Nevertheless, the overextension of credit in previous years, the unfavor-
able condition of the cacao industry, heavy taxation, and other factors com-
bined to produce a stringency of money and credit, especially at Guayaquil and
throughout the coastal region with the exception of the Province of Manabi,
which had a good coffee crop at high prices. In the interior, where the crops
were good and the textile industry was propsperous under tariff protection, con-
ditions in general were more favorable. Stringency of money and credit and
business depression continued in practically all of the coastal region in the first
half of 1929. While the situation in the interior, and particularly Quito, was
less unfavorable toward the end of the first semester of 1929, the effects of the
depression in the coastal region began to be felt in Quito.

There was little fluctuation in exchange during 1928, and the average rate for
the year was above that for 1927. There was a relatively heavy demand for
foreign drafts, however; and a slight weakening tendency was noted near the
end of the year, the Central Bank raising its selling rate for New York drafts
from 5 to 5.02 sucres to the dollar at the end of November."1 The excess of
exchange sold by the Banco Central over that brought during 1928 amounted
to 5,206,490 sucres.

10 In May, 1929, the Banco Central raised the discount rate for associated banks from 8 to 0per cent andthe rate for the public from 9 to 1I pe cent.
11 On May 13. IM2, the rate was rasdto 5.06 sucres to the dollar.
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GUATEMALA

According to a message of the President to the National Assembly, ordinary
revenues and expenditures during the fiscal year 1927-28 totaled $14,265,751
and $14,128,979, respectively. The figure for expenditures includes a payment
of $250,000 toward the Government's share of the capital of the Banco Ceatral
de Guatemala. Total revenues in 1927-28 were about 15 per cent greater than
in the previous fiscal year. The increase was largely the result of increased
collections of import duties, which accounted for over 46 per cent of the total
revenues. The budget of expenditures for 1928-29, passed by the National
Assembly in May, totaled $13,145,156.

The public debt at the end of 1928 was officially reported at $16,830,802, of
which the greater portion was external. In fulfillment of the contract of October
15, 1927, 4 per cent bonds amounting to £844,603 were issued during 1928 to
the Corporation of Foreign Bondholders (London) in exchange for deferred
interest coupons of the same amount; and the full service of the English debt,
which amounted to $8,288,277 at the end of the year, was duly met.

Important decrees dealing with the country's financial administration were
promulgated during the year. One dealt with the regulations of the public
treasury and had for its object the establishment of the conditions and requisites
of payments made for the account of the nation. A second decree regulated
the directory of accounts and tribunal of accounts.

The Government paid $836,293 to the Central Bank during 1928 on account
of old note issues, leaving a balance still due to the bank on this account of
$2,542,630.

Total note circulation increased from 8,586,990 quetzales (1 quetzal equals $1
at par) at the end of 1927 to 9,199,959 quetzales at the end of 1928. The note
circulation of the Banco Central increased 2,704,854 quetzales during the year,
of which 2,091,885 quetzales were issued in exchange for notes of the old banks
of issue. Sight deposits in the Banco Central de Guatemala increased from
$1,313,468 at the end of 1927 to $1,794,375 at the end of 1928. During the
sane time the Banco Central's portfolio increased from $3,408,189 to $5,692,539.
On December 31, 1928, the Banco Central's legal reserve against note circulation
and sight obligations totaled $4,635,634; the bank thus more than covered the
requirement of a reserve of 40 per cent against total note circulation and 25
per cent against other sight obligations.

In the course of the year the Banco Colombiano and the Banco Americano
were placed under the supervision of the Banco Central pending efforts to recon-
struct their capital. Considerable interest was manifested during 1928 in devel-
oping the country's mortgage-credit facilities. In August a presidential decree
authorized the Banco Central, banks of deposit, and branches of foreign banks
to engage in mortgage operations for terms of not more than one year until
the National Assembly amended article 43 of the law of credit institutions.

HAITI

The financial results for the fiscal year ended September 30, 1928, were excep-
tionally favorable. All principal sources of revenue reached record figures, the
revenue surplus was the largest attained since 1919-20, and the gross public
debt reached a new low level.

Revenues and expenditures from revenues during 1927-28 totaled 50,421,000
gourdes (1 gourde equal $0.20 at par) and 40,978,000 gourdes, respectively, a
suri)lus of 9,443,000 gourdes thus resulting customs receipts, which constituted
about 90 per cent of the revenue, exceeded those of 1926-27 by 34 per cent and
those of 1924-26, the previous record year by 11 per cent. 'The unobligated
cash balance at tihe end of the fiscal year: 192-2"8 was the largest year end surplus
in the history of Haiti and exceeded the unobligated balance at the end of the
previous fiscal year by 55 per cent. While total revenue receipts in the first
quarter of the fiscal year 1928-29 (October to December, 1928) were greater
than those of the corresponding quarter of the previous fiscal year, a declining
tendency was noted as the quarter progressed.

Excise taxes on alcohol and tobacco went into effect in September, 1928, thus
accomplishing a further reform in the internal-revenue system. The ordinary
budget for the fiscal year 1928-29, promulgated in August, estimated receipts
and expenditures at 37,900,000 and 37,898,000 gourdes, respectively.

At the end of September, 1928, the gross public debt totaled 94,438,000 gourdes
as compared vith 99,707,000 gourdes at the end of September, 1927. By
December 31, 1928, the gross public debt had been further reduced to 90,152,000
gourdes.

9 2928--2-PT 2- 30
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The monthly average note circulation of the Banque Nationale de )a Republi.
que d'Haiti (the sole bank of issue) was 15,159,248 gourdes in the year ended
September 30, 1928, as compared with 11,544,175 gourdes in the previous fiscal

bear and 15,417,700 gourdes In 1925-2. Loans and discounts In Haiti (allbanks) increased from a monthly average of 18,080,000 gourdes in 1926-27 to an
average of 35,144,000 gourdes In the year ended September 30, 1928, thus
reflecting marked expansion in commercial activity. Individual bank deposits
in Haiti increased from a monthly average of 12,824,000 gourdes in 192-27
to 15,029,000 gourdes in 1927-28. Government deposits during 1927-28
averaged 22,830,000 gourdes, thus exceeding those of individuals and the average
of Government deposits in the previous years

V HONDURAS

*The financial position of the Government improved during the year. According
to the minister of finance, ordinary revenues and expenditures during the fiscal
year 1927-28 totaled 12,029,870 pesos (1 peso is officially recognized as the
equivalent of $0.50) and 11,579,372 pesos, respectively. Revenues increased
more than 13 per cent over the previous fiscal year. The budget for 1928-29,
as signed on March 2, calculated receipts and expenditures at 10,705,620 pesos.

During 1928 the Government fully complied with the terms of the arrangement
in settlement of the external debt ratified by the Honduran Congress in March,
1926. Consular revenues, which are pledged to the carrying out of the fore.
going arrangement, increased from 754,199 pesos in 1926-27 to 983,760 pesos
in 1927-8. In Febnary a contract was entered into with an American bank for
a loan of $1,500,000, the proceeds of which were used to pay debts of the Govern-
ment to the banks and various companies. The funding of the internal debt
through the issuance of internal bonds and customs bills continued during 1928.
By July 31 internal bonds totaling 7,385, 100 pesos had been issued, of which 136,200
pesos Iad been drawn and paid off. The conversion of credits by the issuance of
customs bills began on June 19, 1928. By the end of July bills totaling 1,200,247
pesos had been issued, of which 39,493 pesos had been authorized. According
to the Honduran treasury department, the public debt on .July 31, 1928, amounted
to 28,363,719 Issos. In addition there were, however, a nu;nber of claims aginst
the Government which had not yet been presented; so the exact debt figure was
not known.

Owing to conservatism in commercial and banking circles before the elections
in October and to the payment of Government obligations to the banks from the
proceeds of the $1,500,000 loan previously mentioned, not only the banks but
merchants as well, were in a good cash position, especially toward the end of the
year.

M:xico

PUBLIC FINANCES

According to preliminary figures, actual revenue collections during 1928
totaled 300,507,000 pesos (1 peso equals $0.4985 at par), thereby exceeding budget
estimates 2 However, no accurate appraisal of the financial results for 1928
can be made until the detailed statement of expenditures is available. During
1928 a notable increase occurred in collections of import duties, the most important
single source of governmental income. On the other hand, the uninterrupted
decline in the production and export taxes on petroleum which began in 1923
continued in 1028. Near the close of December the Congress passed the budget
of expenditures for 1929, totaling 288,013,000 pesos. A law signed in May
created a separate bureau of the budget and prescribed its functions. The
bureau of the budget will not operate as an autonomous office, however, until
June 1, 1932; in the interim the treasury department will carry out its functions.

Under the terms of the agreements with the International Committee of
Bankers on Mexico full payment on the foreign debt was to be resumed on
January 1, 1928. It became evident toward the close of 1927, however that Mex-
ico would not able to resume full payments at that time. Accordingly, as a
result of negotiations between the Ministry of Finance and the bankers' commit-
tee, representatives of the latter visited Mexico early in the year to investigage
the ability of the Mexican Government to meet its obligations and to collect
information that would be helpful in establishing the bases upon which any new

It Owing in part at least to the revolutionary movement of March and April, Federal revenues In the first
five month; of 1029 were reported to have been 14,000,000 pesos (provisional figures) less than budget esti.
mates.
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agreement might be reached. The year closed, however, without any new agree-
ment being announced, and with the exception of remittances to cover payments
due in 1927 no payments on the foreign debt were made during 1928. A decree
published in Diario Oficial of February 10, 1928, granted the President extraor-
dinary powers in matters connected with the public debt.

According to a provisional estimate of the Ministry of Finance, the Mexican
internal funded and floating debt on August 31, 1928 (exclusive of claims of
foreigners arising from the revolution) totaled 773,112,550 pesos. The largest
item in this total :as the potential unfunded agrarian debt, which was estimated
at 487,207,948 pesos exclusive of interest. 'The funded agarian debt on August
31, 1928, totaled 10,116,200 pesos.

Near the close of the year Congress passed a law providing for the appointment
of a commission to determine the total amount of the internal debt, after which the
President would submit a law to Congress providing for its payment. The
Executive was also authorized to enter into arrangements with the holders of
obligations, included under or arising from the agreements of June 16, 1922, and
October 23, 1925, for the consolidation of these obligations into one issue. Such
agreements, however, would have to be submitted to Congress for :ipl)roval.
The Executive was also authorized to effect, "en bloc" settlements with foreign
governments covering claims of their respective nationals.

During the year steps were taken to reduce the floating debt. In the early
part of the year an advance of 9,000,000 pesos was obtained from the Mexico
City branch of a British bank to cut down those floating debt. items resulting from
the'deficit of 1927. The President's message to Congress of September 1, 1928.
stated that 7,000,000 pesos of this advance had been repaid by that. time.

BANKING, CURRENCY, AND EXCHANGE

Credit restriction and high interest rates, which have characterized recent
years, continued in 1928. Nevertheless, banking operations increased during the
year. The consolidated balances of all banks in Mexico at the end of 1928 13
;bowed sight deposits and deposits of not more than 30 days totaling 149,959,000
pesos as compared with 133,485,000 at the e-'4 of 1927. Time deposits totaled
35,235,000 pesos at the end of 1928 as compared with 23,683,000 pesos at the
end of the previous year. While loans on collateral declined from 43,365,000 to
34,392,000 pesos during the year, unsecured loans and discounts increased from
91,911,000 to 110,630,000 pesos. Cash increased from 73,637,000 pesos at the
end of 1927 to 76,329,000 pesos at the end of 1928. While the note circulation
of the Bank of Mexico increased during the year, it still was very small, totaling
only 3,627,000 pesos at the end of 1928.

In the early part of the year extraordinary powers were conferred upon the
President to legislate on institutions of credit and monetary matters. The Second
National Banking Convention met in Mexico City in July'and August and rucom-
mended the organization of a national system of warehouses, the amending of t he
banking law to permit existing banks to establish savings departments, the forma-
tion of a bankers' association, and other measures.

In the latter part of August the banking law was amended to permit existing
banks to establish mortgage trust, and savings departments, and before the end
of the year three banks in M'exico City had opened savings departments. At the
same time other amendments were made to the general banking law, including
one permitting the reduction of the existing reserve requirements against sight
deposits upon authorization of the National Banking Commission.

The discount on silver was considerably less than in 1927, the rate of discount
ranging between 3 and 4 per cent during the greater part of the year. The
average discount (seller's rate) in December, 1928, was 3.66 per cent, as compared
with 6.18 per cent in December, 1927.

The average exchange value of the peso was higher than in 1927, although still
below par. Exchange was strongest in the early months and weakest in .July.

NICARAGUA

According to preliminary reports, customs receipts continued to increase during
1928 and reached a new record total of about $4,000,000. Total revenue and
expenditures during 1928 are understood to have amounted to about $6,000,000
each. The public debt on March 31, 1928, as reported by the collector general

u The revolutionary movement o iMareh and April, 1929, caused a decline In bank deposits, loans and
discounts, and cash and weakened the position of several banking houses in the Northern States.
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of customs, totaled $23,526,067, of which debts and claims arising from the
revolution and subject to adjudication amounted to no less than $17,278,809.
The latter figure includes only claims filed up to March 31, 1928, and does not
include debts of about $500,000 not subject to adjudication. On the basis of
precedent, however, the amount of awards on the claims subject to adjudication
probably will be substantially less than the total filed. In April the outstanding
balance of the $1,000,000 short-term loan obtained from American bankers in
1927 was paid off. The service of the external bonded debt, which totaled
£677,400 on March 31, 1928, was punctually made during the year.

After the first quarter of 1928 many of the smaller merchants in western
Nicaragua experienced difficulties in meeting commitments, owing to a generally
overstocked condition. By the end of the year, however, overdue payments were
being met, and the credit situation was improved. The monthly average circu-
lation of the cordoba (1 cordoba equals $1 at par) was 4,077,000 in 192S, as com-
pared with 4,013,000 in 1927 and 4,253,000 in 1926.

PANAMA

According to the report of the ministry of finance delivered to the chamber of
deputies in September, revenues during the year ended June 30, 1928. totaled
$7,781,842. During the same period expenditures totaled $10,650.060; this
amount included, however, expenditures of $1,914,742 on the construction of the
Chiriqui Railway, $855,034 for roads, and $549,257 on the account of the previous
fiscal year. Expenditures under departmental headings totaled .7,16.981.

The public debt at the time of the report (September, 1928) totaled $18,686,055,
of which $16,293,000 was external and $2,393,055 internal. In June an external
loan of $12,000,000 was negotiated with American bankers, of which $1.200,000
was withdrawn for issue in the Netherlands. During the year the Banco Nacional
de Panama floated a $1,000,000 issue of mortgage certificates with Canadian
bankers. These certificates are guaranteed by the National Government.

At the end of October a law was passed authorizing the executive to contract
the services of a commission of financial experts to submit a detailed plan for the
reorganization of the national finances as well as a report on suggested banking
legislation. In accordance with the provisions of this law, a commission of
American financial experts visited Panama in the early months of 1.29 and
submitted certain recommendations to the government after studying local
conditions.

PARAGUAY

According to the president's message to the National Congress in April, 1929,
revenues and expenditures during the fiscal year 1927-28 totaled 283,299,000
paper pesos (18.75 paper pesos equal 1 Argentine paper peso) and 293.646,000
paper pesos, respectively, thus showing substantial increases over the fwures for
the previous fiscal year. Customs revenues, the most important source of govern-
mental income, increased from 149,400,000 paper pesos in 1926-27 to 178,769,000
paper pesos in 1927-28. Expenditures included extraordinary items of 45,670,000
paper pesos. The budget for 1928-29, enacted at the end of August, calculated
both revenues and expenditures at 253,478,000 paper pesos.

The service of the external debt was regularly made during the year, and the
total external debt was reduced from 4,863,499 gold pesos (1 gold peso equals
I Argentine gold rieso) on November 30, 1927, to 4,535,872 gold pess a rear
later. As an outgrowth of the difficulties with Bolivia, Congress authorized the
executive at the end of December to issue, through public subscription, internal
bonds up to 100,000,000 paper pesos to pay for the expenses of national defense.

At the end of 1928 private banks showed a gain in combined discounts, advances
and mortgages as compared with the end of the previous year. Bth cash and
deposits, however, showed noticeable decreases, owing to the withdrawal -of
funds at the time of the crisis with Bolivia. At the close of the vear collections
slowed up and cre'lit tightened as a result of the uncertainty ariing from the
difficulties with Bolivia. At the end of 1928, the Oficina de Cambios held a
reserve against note circulation of 51.27 per cent, as compared with a reserve of
45 per cent at the end of 1927.

PERU

The budget for 1928 calculated revenues and expenditures at £P 11,113,651
(1 Peruvian pound equals $4.8665 at par). According to preliminary report?,
actual budgetry operations resulted in a surplus of £P 122,636. Both reve-
nues and expenditures exceeded budget estimates, totaling £P 12,198,103 and
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EP 12,075,467, respectively. At the close of the year the budget for 1929 was
enacted, revenues and expenditures hblancing at £P 12,583,636-the largest
budget in the history of Peru. On January 1, 1928, the Caja de Depositos y Con-
signaciones began collecting all revenues of the Republic, with the exception of
those from customs, mails, and telegraphs, and those specifically pledged to
the service of certain external loans whose collection had been previously in-
trusted to other agencies.

During October. 1928, bonds of the second series of the Peruvian national loan
amounting to $25.000,000 and £2,000,000 were floated in the United States
and Europe; the proceeds were to be used for the retirement of certain external
loans, for the repayment of short-term indebtedness, and for public-works con-
struction. Near the end of the year the city of Lima floated a $3,000,000 loan
in the United States. At the end of June, 1928, the external debt of the National
Government (excluding contingent liability on account of the Province of Callao
$1,500.000 loan of 1927) amounted to $73,494,041 and £2,845,690. On the same
,date the internal consolidated and floating debts totaled £P 3,963,846 and
£P 3,663,740, respectively.

In the latter part of 1928, a contract was entered into with the Peruvian Cor-
'poration whereby the Government ceded in perpetuity the title to the State
railways operated by the corporation as well as the right to 50 per cent of the
profits resulting from the operation of the railways and the ships on Likke Titicaca,
which the Government was to receive from 1956 to 1973. In return the corpora-
tion waived the right to receive 8% annuities of £80,000 e-ch and renounced in
favor of the State the remainder of the 2,000,000 tons of guano granted to the
corporation by previous agreements. In addition, the corporation was to pay
the Government £247,000.

One of the outstanding features of the year was the provisional stabilization of
exchange at $4 from April to the end of the year. Total note circulation increased
from £P 6,035,879 at the end of 1927 to £P 6,122,037 at the end of 1928. During
the same time the gold reserve ratio of the reserve bank Increased front 85.25 to
89.06 per cent. Combined discounts and rediscounts of the reserve bank for
associated banks declined from £P 11,952,266 in 1927 to £P 10,930,745 in 1928.

As a step in connection with exchange stabilization, the reserve bank raised
its discount rate from 6 to 7 per cent on January 30, 1928, but on May 16 the
rate was again lowered to 6 per cent.14 Monthly bank clearings averaged
£P 6,362,741 in 1928 as compared with £P 6,241,420 in 1927. In March, 1928,
laws were enacted creating the Mortgage Batik of Peru and an Intermediate
Agricultural Credit Bank. While a decree of May 31, 1928, appointed a, com-
mittee to organize these banks, it is understood that they were not placed in
operation during the year. Subsequently (July 25, 1929), executive decrees were
promilgated modifying the laws creating these banks.

SALVADOR

Ordinary revenues during 1928 totaled 25,546,000 colones (1 colon equals
$0.50 at par)-an increase of more than 5,000,000 colons over the 1927 figures
and the greatest yearly total on record. While all principal revenue items in-
creased, the bulk of the increase was accounted for by increased import and
export duties and liquor revenues. Despite the notable increase in ordinary
revenues, it is understood that the Government at times had difficulty in meeting
some of its current obligations. Ordinary expenditures during 1928 also showed
a large increase, totaling 25,367,000 colones or only 179,000 colones less than
revenues; the results of extraordinary budgetary operations in 1928 are not
available. At the end of July the budget for the fiscal year 1928-29 was enacted,
calculating revenues and expenditures at 23,132,000 and 23,202,000 colones,
respectively, thus anticipating a slight deficit. In July a contract was entered
into with a firm of British accountants looking to a rev-ision of the existing sys-
tem of collecting and disbursing public funds and the accounting system.

The service of the external debt was promptly met during the year. Expendi-
tures on account of the public debt during 1928 totaled 8,176,000 colones, of
which interest and amortization of the external debt accounted for 5,314,000
colones. The report of the minister of finance for the calendar year 1928, pre-
sented to the Congress on March 18, 1929, failed to state the amount of the
public debt.

At the end of 1928 the capital and reserves of the three banks of issue totaled
11,560,000 and 3,065,000 colones, respectively. At the same time their note

.circulation totaled 17,241,380 colones and their gold reserve 9,822,470 colones.

It In March, 1929, the reserve bank raised its discount rate to 7 per cent.
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URUGUAT

According to the Uruguayan Bulletin of Statistics, revenues and expenditures
during the fiscal year 1927-28 totaled 59,986,000 pesos (1 peso equals $1.0342 at
par) and 55,946,000 pesos, respectively. However, the figure for revenues
included 2,136,000 pesos carried over from the previous fiscal year. During
1927-28 customs revenues continued to increase. Expenditures on account of
the public debt were a little over 15,500,000 pesos.

The public debt decreased 3,635,000 pesos during the year, totaling 213,999,000
pesos on December 31, 1928. Amortizations during 1928 totaled 5,431,000
pesos, while new issues amounted to 1,796,000 pesos.

Banking operations increased somewhat during the year. Deposits increased
from 145,895,000 pesos at the end of 1927 to 152,963,000 pe.os at the end of 1928,
while loans increased from 199,704,000 to 203,942,000 pesos during the same time.
Mortgage bonds and cedulas of the Mortgage Bank of Uruguay increased nearly
9,000,000 pesos during the year. Montevideo bank clearings increased from
750,352,000 pesos in 1927 to 779,769,000 pesos in 1928. The money market was
easy, although toward the end of the year interest rates were slightly higher than
a year previous. The average discount rate of private banks for trade paper was
from 6% to 7 per cent, while the Banco de la Republica's rate averaged 5% per
cent. The total value of stock exchange transactions in 1928 was somewhat less
than in the previous year, but the average quotation was 97.28 per 100 pesos
(nominal value) as compared with 96.68 in 1927. The legal gold reserve of
the Banco de la Republica increased from 59.85 per cent at the end of
1927 to 70.9 per cent at the end of 1928. Nevertheless the inconvertibility of
paper money was still in effect at the end of 1928. In Oetober the Banco de Ia
Republics was authorized to administer freely its gold holdings in excess of 55,-
000,000 pesos, and gold deposits abroad were to be included in computing the
legal gold reserve thenceforth. • The latter measure was partly responsible for the
increase in the legal reserve ratio of the bank although gold holdings in Uruguay
increased by more than 8,700,000 pesos. The total note circulation increased
slightly in 1928. At the end of the year the major note issue of the Banco de la
Republics (nominally redeemable in gold) totaled 61,920,000 pesos. The miror
issue (redeemable in silver) totaled 10,564,000 pesos. Exchange was mo;e
stable 15 and the average rate was higher during 1928 than in 1927. Neverthe.
less, the average for the year was still below par.

VENEZUELA

The budget for the fiscal year 1928-29 calculated receipts and expenditures at
195,450,000 bolivares (1 bolivar equals $0.193 at par), a large increase over the
budget for the previous fiscal year. The increase was caused in part by authorized
expenditures of 36,000,000 bolivares for furnishing the capital of two govern.
mental banks (Banco Agricola y Pecuario and the Banco Obrero). Furthermore,
in order to hasten the reduction of the public debt, the amount appropriated on
account of the public debt was a little more than double the appropriation
authorized in the budget for 1927-28. Increased public-works expenditures were
also authorized in the budget for 1928-29. As a result of the foregoing develop*
ments, expenditures were heavier in the second half of 1928, and Treasury dis-
bursements for the calendar year totaled 224,867,000 bolivares against receipts
of 204,346,000 bolivares, while the Treasury balance was reduced from 91,485,000
bolivares on January 1, 192S, to 70,964,000 bolivares at the end of the year.
Treasury receipts during 1928 weie 29,322,000 bolivarea greater than in the pre-
vious year.

The public debt at the end of 1928 totaled 67,565,000 bolivares--a reduction of
more than 10,400,000 bolivares during the yar. Of this total the external debt
amounted to 35,749,000 bolivares and the ilnternal debt, 31,816,000 bolivares.

The outstanding banking development of the year was the opening of the Banco
Agricola y Pecuario at the beginning of July to make loans to farmers and stock
raisers. At the same time the Banco Obrero was opened to make loans to work-
men for the acquisition of low-cast dwellings. Particularly during the earlier
part of the year, collections were slow and credit restricted. "Theopeningof these
banks, however, helped to relieve the situation in the latter half of the year.
There was relatively little exchange fluctuation in 1928, and the yearly average
exchange rate was somewhat higher than in 1927.

1 As previously indicated, a rather marked decline occurred In Uruguayan exchange in the first semester
of1921). thse peso reaching a low mionthly average of $0.9W9 in June. (Average based on noon buying rates

for cable transfers in New York.)
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FINANCIAL DEVELOPMENTS IN LATIN AMERICA DURING 1929

(By Eugene W. Chevraux, Finance and Investment Division)

FOREWORD

As capital-importing nations and producers of foodstuffs and raw materials,
the countries of Latin America in general were adversely affected by the high-
money rates which prevailed in world financial centers during the greater part
of 1929 and by the decline in commodity prices that occurred in the closing
months of 1929 and continued into 1930. Government borrowings abroad de-
clined sharply as a result of either high-money rates in the world financial centers
or adverse economic and financial developments in the borrowing countries
themselves. In addition to causing fiscal difficulties in several countries that had
embarked on rather extensive public works, the marked decline in borrowings
from abroad had an adverse influence on business and exchange.

The slump in commodity prices has been particularly trying to most of the
Latin American countries. This is due to the direct dependence of their prosper-
ity on the market for a number of staple commodities of world trade. The
severe decline in the price of coffee has had an especially adverse effect, for coffee
is dominant in the economic life of Brazil, Colombia, most of the Central Amer-
ican countries, and Haiti. Sugar prices already depressed, declined further;
lower prices developed also for tin, wooL, hides, silver, cotton, cacao, cereals,
copper, and other important products of the various Latin American countries.

Largely as a result of the foregoing events, financial developments in Latin
America during 1929 and in the early part of 1930 have generally compared unfa-
vorably with those of 1928. As is invariably the case, however, certain exceptions
to general trends occurred.

The manuscript was prepared by Eug ..c W. Chevraux, of the Finane and
Investment Division, under the direction of Ray Hall, acting chief of the division.
It is based on reports submitted by field officers of the Department of Commerce
and the Department of State and on various official and unofficial publications.
The Finance and Investment Division keeps in close touch with Latin American
financial conditions, and more detailed information on recent financial develop-
ments will be made available on specific request. WILLIAM L. COOPER,

Director Bureau of Foreign and Dotne8tic Commerce.AuGusT, 1930.
ARGENTINA

Although the outlook at the beginning of 1929 seemed promising, economic
and financial conditions in Argentina during that year compared unfavorably
with those of 1928. Lower prices for a number of leading export products were
chiefly responsible for a decline of about 9.6 per cent in the value of Argentine
exports, according to preliminary figures. There was also an almost complete
cessation of Government borrowings abroad. These factors were reflected in
a steady decline of the peso, despite large gold exports. The heavy outward
gold movement finally resulted in the promulgation of a decree on *December
16 suspending gold payments by the Caja de Conversion. Argentina thus went
of the gold standard,'which had been resumed in August, 1927.

An outstanding development of the latter part of 1929 was the drawing up
of an agreement between the British and Argentine Governments whereby
each Government agreed to open a credit in favor of the other up to 100,000,00b
paper pesos (1 paper peso equals $0.4245 at par) for a period of two years from
the date of the agreement. These credits were to be uqed for tile purchase of
Argentine produce by the British Government and for the acquisition of British
manufactures by the Argentine Government. At the end of the year, how-
ever, this agreement had not been approved by the Argentine Senate.

GOVERNMENT FINANCES

The national budget for 1929 authorized ordinary expenditures totaling more
than 704,000,000 paper pesos. Additional expenditures for public works and
subsidies were to be made from the proceeds of bond issues and special funds,
respectively. Complete actual financial results for 1929 are not vet available.
According to preliminary unofficial figures, however, Buenos Aires customs
receipts and port dues (the most important single source of governmental in-
come) declined about 1.7 per cent in 1929. On the other hand, internal taxes
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on tobacco, alcohol, etc., increased about 5 per cent; and property taxes, licenses,
and stamped paper increased about 2.1 per cent.

In a message accompanying the budget proposal for 1930, the president
stated that the cash movement of the general treasury from October 12, 1928,
to October 31, 1929, was as follows: Paper pesos
Balance of general revenue on hand -------------------------- 18, 255, 881
Revenue from different sources ------------------------------ 873, 884, 889

Total ----------------------------------------------- 892, 140, 770
Paid bv the Government for salaries and expenses provided for in

the budget; public-debt services; amortization and interest; spe-
cial accounts, advances for public-works account to the state
railways, port of the capital sanitary works, national council
of education, municipalities, etc ---------------------------- 891, 872, 148

Balance, Oct. 31, 1929 ------------------------------ 268, 662
The President then stated that-
Throughout this period the salaries of the administrative staffs have been

kept up to date. The sum of 5,744,118 pesos, taken without authorization
from the public works fund, has been returned. The public debts (internal
and foreign) have been reduced by more than 60,000,000 pesos. Interest and
amortization services on these debts have been met to a total of 185,874,204
pesos. The floating debt has been reduced by 9,372,490 pesos, and, finally, the
following payments have been effected by means of advances out of general
revenue for debts not covered by the budget:

Paper peen
Public-works account ---------------------------------- 94,140, 248
State railway account ---------------------------------------- 2,952,003
Port of capital (Law 5944) -------------------------------- 2, 737, 903

Total ------------.------------------------------------ 99, 830, 154
The budget proposal for 1930 was not presented until the latter part of De-

cember. In view of the delay in submitting a budget project, the President pro-
posed that the 1929 budget be extended into 1930 without substantial modification.
This proposal was passed by Congress later.

No long-term external loans were floated by either the national or local
governments during the year. At the end of December, however, the Govern-
ment obtained a 1-year loan of £5,000,000 from English bankers. Public offering
of Argentine Government securities in the United States during 1929 was con.
fined to a 1-year loan of $1,500,000 to the Province of Santa Fe.

Government contractors complained at times during the year of the slow
payment of Government bills. In the message accompanying the budget
proposal for 1930, the President stated that maturing obligations which had
been left by the former administration and for which no provision had been
made totaled 55,452,212 paper 1 esos on October 12, 1928. This figure did not
include a general treasury deficit of 5,744,118 paper pesos. The President
further stated that at that time-

"The Government also found itself faced with an enormous floating debt,
composed chiefly of overdue obligations to contractors for the supply of materials,
etc., and public-works certificates which had remained unpaid. Faced with
the alternative of going to Congress to ask for funds required, or meeting them,
as far as possible, out of general revenue, the latter course was adopted in order
to avoid unnecessary inconvenience and damage to the interest of the nation's
creditors. By the means described the administration has been meeting these
obligations as circumstances permitted."

CURRENCY AND EXCHANGE

Currency and exchange developments attained unusual importance during
1929, particularly in view of the suspension of gold payments by the Caja de
Conversion near the close of the year. Despite large gold exports, the exchange
value of the peso declined rather steadily during 1929, exchange quotations of the
gold peso dropping from a monthly average of $0.9576 2 in January to $0.9300 in

I The slight discrepancy existing in this figure was not explained.
I Noon buying rate for cable transfers in New York as reported by the Federal Reserve Bulletin.
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December. As previously indicated, the weakening of the peso reflected the
decline in the value of Argentine exports and in the volume of its foreign
borrowings.

As a result of the exchange decline, gold exports during 1929 totaled 174,398,000
gold pesos, as compared with net gold imports of 87,088,970 gold pesos In 1928.
As the Banco de la Nacion had accumulated large gold holdings during the heavy
gold import movement of 1927-28 gold exports were made without greatly
reducing the gold holdings of the daja de Conversion until the last quarter of
the year. As a result of these withdrawals, gold holdings of the Caja de Conver-
sion' declined from 489,657,138 gold pesos at the end of 1928 to 419,643,387
gold pesos on December 16, 1929. At this juncture the President issued a decree
suspending the delivery of gold for paper currency by the Caja de Conversion.
Argentine currency thus reverted to the inconvertible status which had prevailed
front August, 1914, to August, 1927.

The decree suspending gold payments by the Caja de Conversion was received
with surprise in many quarters, because, despite the withdrawals, gold holdings
of the Caja de Conversion on December 16, 1929, were only about 36,000,000
gold pesos less than when gold payments were resumed in August, 1927, and
because the gold reserve ratio against note circulation on December 16, 1929, after
including the conversion fund of 30,000,000 gold pesos held in the Banco de ]a
Nation, was still nearly 82 per cent. Owing to the inelastic character of the
Argentine currency system, however, the withdrawals of gold from the Caja de
Conversion resulted in an automatic contraction of the note circulation from
1,405,875,000 paper pesos at the end of 1928 to 1,246,753,000 paper pesos on
December 16, 1929.

This contraction of the note circulation, which had been continuing in the face
of heavy seasonal money requirements, was arrested by the suspension of gold
payments by the Caja de Conversion. Previously (December 5) a decree had
been issued authorizing the Banco de la Nacion to rediscount commercial paper
at the Caja de Conversion up to 200,000,000 paper pesos. It is understood, how-
ever, that this authorization was not used. Shortly after the end of the year
(January 15, 1930), a decree was promulgated authorizing the issuance of notes
against the deposit of gold in Argentine legations abroad. This resulted in a
small recovery in the note circulation.

BANKING, MONEY, AND CREDIT

Buenos Aires bank clearings increased from 40,528,000,000 paper pesos in 1928
to 40,891,000,000 paper pesos in 1929, although clearings in the last quarter of
the year were below those of the last quarter of 1928. Interior bank clearings
also increased from 7,596,800,000 paper pesos in 1928 to 8,115,900,000 paper
pesos in 1929, despite the decline in the last quarter.

Banking operations in 1929 were characterized by an increase in discounts and
advances and by a decline in deposits and cash holdings. Money tightened
during 1929, particularly in the closing months of the year, as a result of the heavy
gold exports and the contraction of the note circulation. In October the Banco
de ]a Nacion raised its rate for advances in current account from 63 to 7. per
cent. At the same time the rate for documented credits was raised from 6 per
cent to 7 per cent. At the end of December banks were paying from 5Y2 to 6
per cent for three months' deposits and from 5y2 to 63 per cent for deposits of
six months or longer. These rates contrast with those of 4 to 4,o, per cent for
three months' deposits and 4% to 5% per cent for six months' deposits at tite end
of 1928. Discount rates of the banks varied between 7 and 8% per cent at the
end of 1929.

Bankruptcies were greater than in 1928 but less than in 1927, liabilities totaling
166,852,900 paper pesos in 1929 as compared with 147,424,900 paper pesos in
1928 and 198,465,700 paper pesos in 1927. As might be expected in view of the
money tightness, market quotations of Government bonds and mortgage cedulas
at the end of 1929 were somewhat below those prevailing at the end of 1928.

BOLIVIA

Among the outstanding financial developments in Bolivia during 1929 were
those incident to the putting into effect of a number of the recommendations
which the Kemmerer Commission made during its visit to Bolivia in 1927. It
will be remembered that in July, 1928, the President signed a general banking
law and laws providing for monetary reform and for the reorganization of the
Banco de la Nacion Boliviana as a central bank, along the lines recommended
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by the commission. These laws did not go into effect in that year, however, but
were suspended by a decree of August 20, 1928, and by a law of February 6, 1929,
inasmuch as the transformation of the Banco do Ia Nacion Boliviana into the
Banco Central had not been effected. This transformation was approved by
the stockholders on April 30, 1929, and the Central Bank began operations on
July 1, 1929. The laws on the monetary reform and the general banking law
were also put into effect during the year.

The ordinary budget for 1929 calculated revenues and expenditures at
46,983,672 boli'vianos (1 boliviano equals $0.365 at par) and 46,927,458 bolivianos,
respectively. These totals do not include revenues from special sources nor
expenditures for the service of the indirect debt of 3,763,945 bolivianos each.
The principal items of budgeted expenditures were those for the service of the
public debt, amounting to 18,258,637 bolivianos, and the expenditures of +he
Department of War, amounting to 9,160,569 b .'vianos. In a report to L.n-
gress of July, 1929, the Minister of Finance stated that a considerable deficit
was being incurred in working out the budget for 1929, which might amount to
around 5,000,000 bolivianos if the low price of tin continued.

Among the important administrative changes of the year was the assumption
of the administration of the custom houses by the National Revenue Collecting
Co. on January 1, 1929. Previously (November 1 1928) this company took
over from the Direccion General de Ia Rents the collection of the internal taxes
as well as the collection of the alcohol and liquor taxes, formerly administered by
the compaifia de Recaudacion General.

Although certain authorizations for loans were in effect during 1929, none was
floated abroad during the year. The service of interest and amortization of the
external debt was regularly effected during 1929, but it is understood that service
of the internal debt was in arrears. It is also understood that some government
salaries were in arrears at times during 1929.

At the end of the first six months of operation (December 31, 1929), the note
circulation of the Banco Central had declined from 45,000,000 bolivianos to
42,500,000 bolivianos. During the same time deposits declined from 19,400,000
bolivianos to 17,900,000 bolivianos. Cash increased from 27,300,000 bolivianos
to 36,300,000 bolivianos, while deposits abroad declined from 32,300,000 to
20,700,000 bolivianos. The bank's portfolio declined from 25,800,000 to
21,600,000 bolivianos. The discount rates of the Banco Central to banks and
to the public for 30-day paper was 7 and 8 per cent, respectively. The rates for
90-day paper were 8 anid 9 per cent, respectively.

The stricter requirements of the new banking laws put into effect during the
year tended to make the position of many small merchants difficult. Com-
mercial failures, however, were reported to have been fewer than during the
previous year.

In the latter part of the year the La Paz Branch of a German bank and the
banking section of an American importing and exporting firm were closed.

Although at the end of the year exchange was somewhat below the par value
established by the new monetary law (approximately 80.305 United States at
par), no wide fluctuations occurred. The Banco Central was quite successful
in maintaining exchange stability.

BRAZIL

In view of the overwhelming importance of coffee in the economic and financial
life of Brazil, the break in coffee prices that occurred in October, 1929, over-
shadowed all other financial happenings of the year. As a result, the restriction
of credit and numerous bankruptcies that marked the early months of 1929
became still more serious, the exchange value of the milreis weakened noticeably
in December, and the closing months of the year were characterized by acute
business depression and uncertainty. By May, 1930, however, exchange had
strengthened to tie extent that it was only slightly below the stabilization rate.
This firming up of exchange after the turn of the year reflected, at least in part,
heavy gold exports. However, in June, 1930, exchange aRain weakened some-
what. One of the outstanding financial developments thus far in 1930 has been
the flotation of a loan of £20,000,000 3 in the United States and Europe by the
State of Sao Paulo. Under the terms of the loan contract the State of Sao
Paulo will liquidate existing stocks of coffee over a maximum period of 10 years
and will market future crops currently.

3 The Banco do Estado do Sao Paulo contracted to purchase £2,807,973 of the total offering.
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GOVERNMENT FINANCE

According to the President's message to Congress of May 3, 1930, budgetary
revenues .during 1929 totaled 2,399,600 contos,4 an increase of 188,829 contos
over budget estimates and of 183,087 contos over actual budgetary revenues in
1928. The President also reported that budgetary expenditures totaled 2,017,694
contos and that expenditures designated as "extra budgetary" totaled 206,923
contos, a balance of 174,983 contos thus resulting. These figures do not include
certain other accounts, such as special funds, credit operations, etc. It should
be noted, moreover, that revenues include the surplus of the previous year,
amounting to 198,354 contos. Near the end of the year the budget for 1930 was
signed, calculating revenues and expenditures at 2,281,505 contos and 2,256,176
contos, respectively.

The external debt of the National Government was reduced by £2.682,858,
$4,797,147, and 1,814,907 francs during the year, as shown in the following
comparison of the amounts outstanding at the end of 1928 and 1929.

Reduction of MLdzilian external debt

Date sterl I Dollars Francs

Dec. 31, 12 .................................................. 106..4&b'3: 152, .00. 127 333. 577, Wq
Dec. 31, 1929 ...................... . . ................. 104,5.'- 75 14.,003, 0 &31. 762.179

Decree .............................................. Z 682 . -S 4. 797, , 1 1,814.4

The internal funded debt at the cnd of 1029 totaled 2,381,292 contos as coi-
pared with 2,392,746 contos at the end of 1928, a reduction of 11,454 contos
during the year. An important development of the year with respect to the
external debt was the decision of the Permanent Court of International Justice
at The Hague to the effect that Brazil would havw to pay the principal and
interest of three outstanding disputed franc loans, that had been submitted to
arbitration, in pre-war gold francs instead of in paper francs as claimed by Brazil.

BANKING AND CREDIT

According to the President's message to Congress of .May 3, 11130, consolidated
balances of banks operating in Brazil showed that hills discounted decreased
from 3,008,000 contos at the end of 1928 to 2,488,:00 contos at the end of 1929.
During the sante period loans in current account inervased from 3,001,000 contos
to 3,588,000 contos, sight deposits decreased front 4,105,000 contos to 3,918,000
conitos, time deposits increased from 1,733,4100 contos to 2,007,000 contos, and
cash increased front' 1,045,000 con .s to 1,269,0410 eontos.

The numier of bankruptcies petitioned end decreed increased in both Rio de
Janeiro and Sao Paulo during 1929. Particul.-rly in the early months of tle
year and again after the break in coffee prices, credit was restricted, conntercial
colletions N ere difficult, and money rates were hiah. In the closing months of
the vear the discmnt rate in Rio de Janeiro for prine' 15!-day paper ranged around
12 j'r cent. In l)ecember, 1929, a new bankruptcy law was promulgated to
improve the position of creditors in bankrptcy cases.

CURRENCY AND EXCHANGE

The total note circulat ion (exclusive of Caixa de Conversao notes totaling 3,057
contos at the end of 1929) increased front 3.379.026 contos at the end of 1928
to 3,391,923 contos at the end of 1929. This smali increase consisted entirely
of a gain in the notes of the Caixa de Estabilizacao.3 The total gold reserves
against note circilation increased from £30.53.3,3M9 11 )ecember 31, 1928, to
£30,851,310 a year later. The ratio of gold reserves to note circulation at the
end of 1929 was 37 per cent.

Exchange fluctuations in the first 10 months of the year were relatively slight.
Even in November, dcslite the break in coffee prices of the previous month, ex-

# All figures in contos In this publication relate to paper contes. At the stabilization rate, I paper
0onto=$1l9.63.& .%s A result of heav y withdrawals of gold fr eport. notecirculation of the aia de Estabilirac o declined
from 848,234 contos at the end of 11.29 to 345,295 contos by .May 2.1 i:0. The decline in the gold holdings
of the Cai.a de Establi acao during this period was identical with the decline in note circulation.
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change rates held up rather well. A limitation which the Bank of Brazil placed
ill December on its sales of exchange, was followed by a decline in the exchange
value of the milreis to a monthly average of $0.1129 2 in December and $0.1109 6
in January, 1930, after which an improvement set in, exchange firming. up to an
average rate of $0.1183 2 in May, 1930, as compared to the stabilization rate of
$0.1196. During June, 1930, however, the exchange value of the milreis again
weakened somewhat.

CHILe.

Chilean economic and financial conditions during 1929 were satisfactory.
Despite a slowing down in soine lines near the end of the year. mining, industrial,
agricultural, and commercial activities continued at high levels which reflected
in expanding Government revenues and exchange stability.

GOVERNMENT FINANCES

According to preliminary figures, ordinary revenues and expenlditurc during
1929 were in excess of budget estimates and totaled 1,267,556,419 pesos %I peso
equals $0.1217 at par) and 1,1S9,934,016 pesos, respectively, a surpls of
77,622,403 pesos thus resulting. It should be noted, however, that the figure
for revenues includes a surplus of 34,006,015 pesos carried over from the previous
year. On the other hand, expenditures included an item of 15,406,000 pesos
covering the purchase of bonds of the State for the creation of an emergency
fund. Expenditures on account of the extraordinary budget totaled 406,161,655
pesos against net revenues from loans and bankers' advances of 343,182,S97
pesos and funds carried over from 1928 of 37,949,451 pesos. The difference of
25,029,307 pesos was met by ordinary revenues, as not all the loans authorized
by laws 4303 and 4495 were placed. '

In the latter part of the year Congress passed the ordinary budget for 130,
calculating revenues and expenditures at 1,214,650,000 pesos'and 1,159,323,793
pesos, respectively, thus anticipating a surplus of 55,326,202 pesos. Included in
the revenue figure is an estimated surplus for 1929, of 45,000,000 pesos.

The extraordinary budget for 1930 authorizes total expenditures of 390,797,575
pesos.Despite the high-money rates prevailing in world financial centers, compara-
tively numerous Chilean external loans were floated in 1929. Although the public
offering of Chilean Government issues (national, municipal, and corporate guar-
anteed) in the United States declined from $79,912,000 in 1928 to $42,400,000
in 1929, they comprised nearly two-thirds of the total Latin-American govern-
inent issues'publicly offered in the United States during the litter year. In
addition to loans floated in the United States, loans of £2,000,000 and 25,000,000
Swiss francs were floated in Europe. The development of the market for internal
loans, which engaged the attention of the Government in 1928, continued in the
past year, the outstanding feature in this respect being the successful flotationof
one loan of 50,000,000 pesos.

All categories of the public debt increased during 1929, as shown in the following
table:

Increase of Chilean public debt

1in pesos)

Item Dec. 31, 1928 Dec. 31.19"29 JIncre.s'e
_ _ _ _ _ _ _ _ _ _ _ _ __ _ _I I

External direct debt ..................................... 2,138,51 1,071 '2.l-4.9,340,237: 150.
Internal direct debt ....................................... 256, 879,371 3 2, %93.333j 66.013, W.C2
Bank advances in anticipation of Issuance of bonds ........................ 75, 900.00 75. 0m*0O

Total direct debt ................................... Z 395,393.442 2,688.133,570 292,740.125
External indirect debt ............ ....... : ....... 92,269. 238 1. 068, 495.318 i 106.22.0
Internal indirect debt ..................................... 61.942,000 64,347.500 2105.500

Total Indirect debt ......................... 1,021, 211,128 1_13,42,81f 108,831,580

See footnote 2, p. 76.
0 Noon buying rates for cable transfers in New York as reported by the Federal Reserve Bulletin.
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BANKING

A notable feature of the year was the fact that the discount rates of the Banco
Central de Chile of 6 and 7 per cent for transactions with the banks and the
public, respectively, remained unchanged during the world-wide rise in money
rates. Toward the close of the year, however, discount rates of the commercial
banks were raised somewhat.

Peso deposits in the commercial banks and the National Savings Bank increased
from 1,467,300,000 pesos at the end of 1928 to 1,506,100,000 pesos at the end of
1929, while deposits in foreign money declined from 187,200,000 pesos to
165,000,000 pesos. During the same period peso loans of these banks increased
from 1,478.600,000 pesos to 1,619,800,000 pesos, and loans in foreign money
increased from 176,300,000 pesos to 214,400,000 pesos, while cash and deposits
in the Banco Central increased from 181,000,000 pesos to 191,500,000 pesos.
According to the Bulletin of the Banco Central, at the end of December, 1928,
the commercial banks had net balances, in their favor in foreign banks of more
than 50,000,000 pesos, ivhile at the end of 1929 this had changed to a net bal-
ance in favor of their foreign correspondents of 27,000,000 pesos-demonstrat-
ing the demand for short-term funds which existed in Chile during the year.

According to preliminary figures, outstanding bonds of the mortgage banks
increased from 989,600,000 pesos at the end of 1928 to 1,050,400,000 pesos at
the end of 1929. Loans and discounts of the Caja de Credito Agrario (Agricul-
tural Credit Bank) increased from 68,600,000 pesos at the end of 1928 to
123,100,000 pesos at the end of 1929.

According to a compilation of the Banco Central, the general index of quota-
tions of shares traded on the Santiago Stock Exchange showed a monthly aver-
age of 104.83 for 1929 as compared with 95.01 for 1928; however, as a result of
declines that occurred in the last quarter of the year, the monthly average of
the general index for December was only 88.23. The monthly average quota-
tions of stocks of industrial companies, banks, insurance companies, and mining
and coal companies were above those for 1928, while nitrate and cattle-raising
companies showed declines. The monthly average index for nitrate shares in
December, 1929, was only 64.11, as compared with 81.61 for the whole year
and 95.37 for 1928. The 1929 monthly average indv.x of quotations of mort-
page bonds traded on the Santiago and Valparaiso exchanges declined from 108
in 1928 to 105 in 1929, while Government bonds declined from 103.1 in 1928
to 102.1 in 1929.

CURRENCY AND EXCHANGE

The note circulation of the Banco Central at the end of 1929 amounted to
351,620,000 pesos, as compared with 351,711,000 pesos at the end of the pre-
vious year. The figure for the end of 1929 does not include a relatively small
amount of old Government note issues, responsibility for which had been
assumed by the Government during the year. The legal gold reserve of the
Banco Central increased from 57.44 per cent at the end of 1928 to 58.62 per
cent at the end of 1929. Including time deposits abroad, however, the reserve
declined from 109.09 per cent to 93.67 per cent. Exchange was very steady
during the year, although the average rate was slightly below that of 1928.

COLOMBIA

Largely as a result of a falling off in foreign loans, followed in the latter part
of the year by the decline in coffee prices, a sharp reversal in financial trends
of the previous few years occurred in Colombia during 1929, and at the end of
the year the financial position of the National Government and many of the
departments and cities was difficult. In reflection of the economic depression
bank clearings declined, drafts protested rose, credit was restricted, and general
financial conditions were unfavorable.

GOVERNMENT FINANCES

The budget of the National Government for 1929 authorized expenditures
totaling 106,120,106 pesos (1 peso equals $0.9733 at par), of which 64,406,242
pesos were ordinary expenditures and the balance extraordinary. Of the latter,
36,153,000 pesos were to be met from proceeds of loans. According to the
monthly statements of the comptroller, as published in the Revista del Banco
de la Republica, ordinary revenue collections in 1929 were only about 1 per cent
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below those for 1928.T Extraordinary revenues, however, in no way conformed
to expectations, owing to the failure to float the foreign loans contemplated.
Consequently, some public-works projects had to be abandoned and others:
financed from ordinary revenues. It is understood that a substantial deficit.
was incurred In financial operations of the National Government during the year.

As the Colombian Congress adjourned in November, 1929, without taking
action on the budget for 1930 the President promulgated thb budget for 1930
by a decree of December 27. revenues were estimated at 62,060,880 pesos, and
expenditures including extraordinary items of 5,256,561 pesos, at 53,983,655.
pesos, the balance of 8,077,225 pesos lo be applied to the deficit of 1929.

As reviously indicated, one of the outstanding developments of 1929 was the
almost complete cessation of long-term foreign loans. An appreciation of the
extent of the decline may be gathered from the fact that Colombian Government
issues (including national, departmental, municipal, and corporate-guaranteed
issues) publicly offered in the United States during 1929 were confined to one
departmental loan of $1,750,000, as compared to loans totaling $70,318,000
In 1928, most of which, however were floated in the first half of that year. Ac-
cording to a compilation published in the Revista del Banco de la Republica,
outstanding long-term foreign loans of the National Government the depart-
ments, municipalities, and the Agricultural Mortgage Bank totaled 181,701,738
pesos at the end of 1929 as compared to 178,373,000 pesos at the end of 1928.
The increase was largely due to the offering during the year of a £1,200,000
loan of the Agricultural Mortgage Bank of England. No long-term foreign
loans were floated by the National Government during the year although some
short-term funds were obtained from British and American bankers.

BANKING, CURRENCY, AND EXCHANGE

Banking statistics reflect the trends of economic and financial activity in
Colombia during 1929. For example, bank clearings in December, 1929, totaled
only 29 782,000 pesos as compared to 49,225,000 pesos in December, 1928.
Bogota bank clearings for December, 1929, were only 12 606,000 pesos as coin-
pared to 24,211,000 pesos in December, 1928. Consolidated bank balances
(excluding the Banco de la Republica) showed that cash and deposits in the
Banco de la Republica declined from 15,671,333 pesos at the end of January,
1929, to 11,507,067 at the end of December. Deposits at sight and for less than
30 days dropped front 62,716,580 pesos at the end of January to 45,438 267
pesos at the end of December. During th? same period time deposits declined
from 23183 580 pesos to 16,646,945 pesos. Savings deposits, however. increased
from 8,687 446 pesos to 9,481,192 pesos. Obligations discountable at the Banco-
de la Iepublica declined from 52,499,044 pesos at the end of January to 37,461,258

OBa the end of December. Mortgage loans, however, increased from
75711,684 pesos to 84,550,291 pesos during the same period.

The note circulation of the Banco de ]a Republica declined from 56,183,000
pesos at the end of 1928 to 39,074,000 pesos at the end of 1029. During the same
time gold reserves of the Banco de ia Republica fell from 64,658,000 to 37,748,000
pesos. The legal gold reserve of the Banco de Ia Republica Increased from 61.1
per cent at the end of 1928 to 67.3 per cent at the end of 1929. During the same
time, however, the total gold reserve declined from 96.99 per cent to 83.89 per
cent.

The rediscount rate of the Banco de la Republica at the beginning of the year
was 7 per cent. In March the rate was raised to 8 per cent. This rate was lowered
to 7 per cent on August 1, but it was again raised to 8 per cent in October and to
9 per cent in November, the latter rate being in effect at the close of the year.
Despite the increases In the rediscount rate, the bank's loans and discounts for
shareholding banks increased from 11,250,765 pesos at the end of 1928 to 18,134,-
543 pesos at the end of 1929.

In the face of a heavy demand for foreign exchange, the Banco do la Republica
maintained its selling rate for sight drafts on New York at 103.50 from March 18
to the end of the year, almost without change. Prior to March 18 the rate had
been the par rate of 102.75. As a result of the proportionately heavy demand for
foreign exchange, the gold deposits of the Banco de Ia Republica held abroad
declined from 39,721,000 pesos at the end of 1928 to 15,377,000 pesos at the end
of 1929.8

d Acording to provisional figures from the sam source, ordinary revenues in the first quarter of 1930
defined more thn 35 per cent as compared with the corresponding period of 1929.

U Gold deposits held abroad had declined to 9,872,000 pesos at the end of March, 1980.
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Checks, notes, and bills protested in Bogota increased from 1,117 amounting to

721,801 pesos in 1928 to 2,211 valued at 1,550,680 pesos in 1929. As might be
expected in view of the adverse economic aitd financial developments, security
prces declined, particularly in the latter part of the year. According to a com-
pilation published in the Revista del Banco de la Republica, index figures for 8
per cent bonds and cedulas traded on the Bogota exchange declined from an
average of 100.68 for 1928 to 62.78 for December, 1929. Tho corresponding index
figures for stocks of banks and industrial companies declined from 97.75 to 70.15.
The December index figures were the lowest iionthly figures of the year.

COSTA RICA

Although economic conditions were satisfactory in the early part of the year,
subsequent events, such as the drop in coffee prices, the passage of a law in-
creasing the export tax on bananas, anti the inability of the Government to float
a loan for road construction as planned, all contributed to the unfavorable
ituation in the closing months of the year. At the end of 1929 it was reported
that the customhouses were congested with uncleared merchandise, that a large
amount of overdue collections remained unpaid, and that the sale of foreign
exchange was somewhat restricted, although rates were maintained at 4 colones
to the dollar. At the same time a scarcity of money was reflected in a rise in
rates from around 8 per cent to 10 and 12 per cent. The monetary circulation
totaled 20,469,307 colones (the colon is stablized at $0.25) at the end of 1929 as
compared to 24,138,395 colones at the end of 1928.

Near the close of 1928 Congress adopted a resolution providing that the Gov-
ernment should operate under the provisions of the 1928 budget until May, 1929.
Subsequently this provision was extended to cover the remaining months of the
year. According to preliminary figures, ordinary revenues during 1929 totaled
35,395,988 colones. Ordinary expenditures and'those for public works author-
ized by law amounted to 36,220,066 colones. This figure includes public works
expenditures "of an extraordinary character," amounting to 7,490,897 colones.
As previously indicated, adverse conditions in the bond market in the United
States prevented the floating of a loan of $2,750,000 as planned. It is reported,
however, that the Government obtained a short-term loan of $1,000,000 from
American bankers in the latter part of the year.

CUBA

In reflection of the adverse economic conditions resulting from the low price
of sugar, regular budgetary revenues during the fiscal year ending June, 1929,
fell below those of the previous fiscal year and were less than regular budgetary
expendituresi. In anticipation of the p~ossibilitv of such a result, it will be remem-
bered that the budget law of 1928-29 authorized the President to take amounts
up to a total of $7,000,000 during the fiscal year from the special public-works
fund or unpledged Treasury funds whenever a decline in budgeted revenues made
such withdrawals necessary to meet current monthly budgetary requirements.

In the first half of the fiscal year ending June, 1930 (July to December, 1929,
inclusive), however, regular budgetary revenues were greater than in the cor-
responding period of the previous year, although less than regular budgeted
expenditures. Collections on account of the public-works fund total $18,501,821
in the fiscal year ending June 30, 1929, as compared with $17,147.925 in the pre-
viuus fiscal year.

Exclusive'of the public-works serial certificates and floating debt, the public
debt of Cuba at the end of December 1929, total $83 061,400, of which $74,-
097,200 was external and the balance internal debt. In addition, it is tider-
stood that from 1927 to the end of 1929 American bankers made advances against
public-works certificates of a little less than $60,000,000 all of which were out-
standing at the end of the year. This very substantial financial assistance for
the public-works program helped to relieve the depression resulting from the
adverse conditions prevailing in the sugar industry. To the end of 1929. however
public offering of public-works serial certificates in the United States amounted
to only $20,000,000 of which $10,000,000 was offered in 1928 and $10,000,000 in
1929. This latter issue was the only Cuban Government issue publicly offered
in the United States during the year.

BANKING AND CURRENCY

At the end of June, 1929, bank loans totaled $166,654,039 as compared to
$519,894,777 a year earlier. Habana bank clearings Increased from $902,952,061
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In 1928 to $953,573,900 in 1929. Owing to heavy Government transfers and other
other influences, however, Habana bank clearings are a somewhat doubtful
gauge of business activity.

Savings deposits in banks declined from $45,325,000 at the end of 1928 to
$43,717,000 at the end of 1929. Deposits in current accounts totaled $119,800,.
0r0 at the end of 1928 and $119,900,000 at the end of 1929. The figures for the
end of 1928, however, exclude the accounts of one bank not reporting. Credit
conditions were difficult throughout 1929, and collections were slow, particularly
in the latter part of the year.

DOMINICAN REPUBLIC

Principally because of the low price of sugar and cacao, economic and financial
conditions in the Dominican Republic during 1929 were generally unsatisfactory
and were reflected in a restriction of credit, in collection difficulties, and in a
decline in customs revenues.

The outstanding financial developments of the year were those connected with
the visit of a commission of American financial experts in April, which had been
invited by the President of the Dominican Republic "to recommend methods of
improvement in the system of economic and financial administrative organization
both national and municipal, for the installation of a scientific budget system, and
for an efficient method whereby the Government may control all of its expendi-
tures." The commission presented its report to the President on April 23, and
subsequently the Dominican Congress enacted, as recommended, (1) a budget
law, (2) an accounting law, (3) a law of finances, (4) a law of projected public
improvements, and (5) a law reorganizing the Government departments.

In addition, the President appointed a director of the budget, a comptroller
and auditor general, and a chief coordinator. The commission, after a study of
the Government's budgetary position, found that substantial economies would
be necessary if a deficit in 1929 were to be avoided, and accordingly recommended
various steps designed to balance the budget.

According to preliminary figures, gross customs revenues during 1929 totaled
approximately $4,990,000, a decline of about $300,000 or a little less than 6 per
cent as compared with the previous year. Unredeemed bonds of the National
Government outstanding at the end of 1929 totaled $19,684,000 as compared
with $19,820,000 at the end of the previous year. Actual financial results for
1929 are not yet available.

ECUADOR

The unfavorable economic and financial conditions which prevailed in Ecuador
during 1928 continued in 1929 in even more accentuated form. The January,
1930, Bulletin of the Banco Central stated that "without having available at the
time of writing exact statistics which might permit us to make absolutely sure
statements, we can state, on the basis of partial and private data which we have
gathered, that the agcultural year has been, in general, bad and perhaps the
most unfavorable In the last decade." A subsequent issue of the same publication
showed that in 1929 production of cacao, the principal crop of the country, was
the smallest in volume since 1891. This situation was reflected in business
depression, money stringency, and difficulties in making commercial collections.

GOVERNMENT FINANCES

The ordinary budget for 1929, as originally enacted, calculated revenues and
expenditures at 59,900,000 sucres (1 sucre equals $0.20 at par). Revisions,
however, subsequently raised this figure to 64,694,828 sucres.

On the basis of preliminary figures, customs revenues, the principal source of
governmental income, declined from 26,727,701 sucres in 1928 to 26,249,203 sucres
in 1929.

The budget for 1930, calculating revenues and expenditures at 64,037,200
sucres, was approved near the end of the year. According to data accompanying
the budget project for 1930, it was calculated that the public debt on January 2,
1930, would total 122.772,469 sucres, of which the external debt accounted for
110,822,840 sucres and the internal debt 11,949,629 sucres. While it is understood
that the payments due on the Swedish match loan were made during the year,
the national assembly decreed that the amounts due for the service of the coupon
of July 2, 1929, and January 2, 1930, of the balance of the external debt should be
deposited in the central bank rather than remitted to the bondholders and that
meanwhile the executive should enter into negotiations for a settlement of that
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rtion of the external debt upon which remittances were thus suspended.
perhaps the outstanding development of the year with respect to the internal debt

was the enactment by the national assembly on July 30 of the "Law of the
consolidation of the internal public debt." This law recognized as obligations
of the State all claims examined and approved by the internal debt commission
which had been constituted by decree of December 31, 1927; it also established
the bases for their payment.

During the year the Americans who had been serving as comptroller general
and superintendent of banks were supplanted in these capacities by Ecuadorian
citizens.

BANKING, CURRENCY, AND EXCHANGE

As previously indicated, money was very tight and collections difficult during
the year. On May 15 the Banco Central raised its discount rates to 10 per cent
for associated banks and to 11 per cent for the public. These rates compared
with those of 8 per cent for banks and 9 per cent for the public which had been
in effect since June 20, 1928. On January 10, 1930, the Banco central's discount
rates were lowered to 9 per cent for associated banks and 10 per cent for the
public.

In the early part of 1929 the Mortgage Bank of Ecuador sold its first Issue of
mortgage cedulas abroad. The issue, amounting to $1,000,000, guaranteed by
the government, was sold to Krueger & Toll, a Swedish company.

The Banco Commercial y Agricola during the year continued in the hands of
a liquidator appointed by the superintendent of banks.

Discounts of the Banco Central for associated banks and the public at the end
of 1929 were 4,054,391 sucres and 761,405 sucres, respectively, as compared to
3,484,209 sucres and 1,066,068 sucres at the end of 1928. The note circulation
of the Banco Central (the sole bank of issue) declined from 36,562,788 sucres
at the end of 1928 to 29,977,080 sucres on December 31, 1929. During the same
period the legal reserve of the Banco Central increased from 58.35 per cent to
73.87 per cent, although the total reserve declined slightly drom 81.81 per cent
to 81.63 per cent.

Exchange was steady during 1929, although sales of exchange by the Banco
Central exceeded purchases by 3,789,385 sucres.

GUATEMALA

Although economic and financial conditions in the early months of 1929 were
satisfactory, a downward trend set in around the middle of the year, which was
greatly accentuated in the last quarter by the drop in the price of coffee.

GOVERNMENT FINANCES

According to preliminary figures, budgetary revenues and expenditures during
the fiscal year 1928-29 totaled 15,398,824 quetzales (1 quetzal equals $1 at par)
and 16,370,747 quetzales, respectively, a deficit of 971,923 quetzales resulting
in spite of an increase in revenues over 1927-28 of 1,133,073 quetzales. Import
duties, the principal source of governmental income, increased 10 per cent dur-
ing the fiscal year. Export duties, however, declined 5.5 per cent. The budget
for 1929-30 as originally enacted provided for expenditures of 15,554.614 quet-
zales. In a report of March 1, 1930, the minister of finance stated that financial
operations for the year 1929-30 would undoubtedly result in a deficit. In his
message to congress of March 1, 1930, the president stated that the public debt
had been reduced during the year so that the total outstanding at the end of
1929 was 15,565,018 quetzales.

BANKING AND CURRENCY

Banking and credit conditions particularly during the latter part of the year
were unsatisfactory. Money was tight and collections difficult. Drafts held
by banks for collection at the end of 1929 were considerably larger than at the
end of the previous year, despite the fact that imports during the closing months
of 1929 were less than in the corresponding period of 1928. Sight deposits of
the eight leading banks declined 20.8 per cent between the end of June and the
end of December. During the same period, time deposits decreased 57.7 per cent.

One of tho outstanding banking developments of the year was the enactment
of a law (No. 1616 of May 30) authorizing the president to organize an institu-
tion of agricultural credit. Under the authority conferred by this law the
president signed a decree on December 4, 1929, creating the Credito Hipotecario

92928--82-PT 2-41K
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National de Guatemala (National Mortgage Bank of Guatemala). The year
closed, however, without the bank being put into operation.. The total note circulation declined from 9,935,481 quetzales on December 31,
1928, to 9,665,481 quetzales on December 31, 1929. Of this latter amount,
6,700 000 quetzales comprised notes of the Banco Central; the balance was made
up of the old naper money. During 1929 the Government paid the Banco
Central 945,591 quetza'ec on account of the old note issues.

Deposits of the Banco Central with banks abroad declined from 3,017,814
quetzales at the end of 1928 to 1,236,305 quetzales at the end of 1929. From
November 22 on the metallic reserves of the Banco Central went somewhat
below the level required by the law and the statutes of the bank. At the end of
December these reserves were 1.56 per cent below the required amount. They
had been restored to the required level on January 15, 1930.

HAITI

General economic and financial conditions in 1929 were less favorable than In
the previous year, largely because of the smaller 1928-29 coffee crop and to the
break in coffee prices in October. Nevertheless, Government obligations were
promptly met, the public debt was reduced, and the unobligated cash balance at
the end of the fiscal year (September 30, 1929) was the highest on record.

Revenues and expenditures from revenues during the fiscal year 1928-29
totaled 42,621,528 gourdes (1 gourde equals $0.20 at par) and 44,119,504 gourdes
respectively, a deficit of 1,597,976 gourdes thus resulting. Revenues declined
15.66 per cent as compared with the previous fiscal year, while expenditures
increased 7.66 per cent. The decline in revenues resulted from a 21.81 per cent
decline in customs receipts the most important source of governmental income.
Owing to greater receipts from excise taxes internal revenues constituted 14.9
per cent of total fiscal receipts, as compared with only 8.41 per cent in 1927-28.
The ordinary budget for 1929-30, passed in July, calculates revenues and expend-
itures at 40,100,000 gourdes and 40,090,990 gourdes, respectively.

As the revenue estimates for 1929-30 were made before the drop in coffee
prices, it is probable that actual collections will be below the budget estimates.
It is reported, however, that at the end of 1929 steps were being taken to reduce
expenditures below the budget figure.

The gross public debt was reduced from 94,438,115 gourdes at the end of
September, 1928, to 88.677,396 gourdes at the end of September, 1929.

In reflection of lower business activity, estimated currency in circulation de-
clined from 21,233,675 gourdes at the end of September, 1923, to 18,006,635
g ourdes at the end of September, 1929. Monthly average note circulation of theBanquet National de la Republique d'Hati (the sole bank of issue) declined from

15,159,248 gourdes in the fiscal year 1927-28 to 12,372,489 gourdes in 1928-29.
Average loans and discounts in Haiti declined from 35,143,507 gourdes in the

fiscal year 1927-28 to 21,866 719 gourdes in 1928-29. Average individual
deposits increased from 15,028,92 gourdes in 1927-28 to 16,499,256 gourdes in
1928-29, and average Government deposits increased from 22,829,676 gourdes to
25 174,594 gourdes. In the closing months of the fiscal year credit was restricted;
this was greatly accentuated for a time after the drop in coffee prices, following
which some improvement occurred.

HONDURAS

General economic conditions in Honduras during 1929 were fairly satisfactory,
the country's relative lack of dependence on coffee enabling it to escape the ill
effects of the drop in coffee prices experienced in most of the other Central
American countries in the latter part of the year.

In a report covering the fiscal year 1928-29, the minister of finance stated
that revenue collections during the year of 13,728,388 pesos (1 peso is officially
recognized as the equivalent of $0.50) were the largest in the history of Honduras.
He further stated that payments on Government salaries and departmental
expenses had been punctually wade, that internal debts which had to be amortized
in accordance with the budget had been canceled, and that payments on the
external debt had been regularly made..

According to the minister of finance, revenues and expenditures durni
1928-29 totaled 13,728,388 pesos and 12,863,625 pesos, respectively, a surplus of
864,763 pesos thus resulting. Adding the surplus carried over from 1927-28
the treasury balance at the end of the fiscal year 1928-29 amounted to 1,691,051
pesos. The budget for the fiscal year 1929-30, as originally enacted, calculated
revenues and expenditures at 13,101,923 pesos.
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In January, 1929, Congress extended the time for converting first-class claims

into customs bills (under the general funding operations of tile internal debt of
Honduras) from December 31, 1928, to December 31, 1929. The external
sterling debt (the English debt) at the end of July, 1929, was equivalent to
10,800,000 pesos. The consular revenues, which are pledged to the service of
the sterling debt, increased from 983,760 pesos in 1927-28 to 1,154,455 pesos in
1928-29.

During 1929 there was much discussion of the possibility of founding a national
bank, but the year closed without the bank having been established.

Exchange was steady in 1929, but in the early part of 1930 exchange difficulties
occurred, and it was reported that for a time dollar drafts could not be purchased
with pesos.

MExIco

GOVERNMENT FINANCES

In view of the adverse economic conditions prevailing and the ill effects of the
revolutionary movement of March and April, preliminary reports indicate that
the budgetary position of the Government at the end of 1929 was better than
mig!.t have been expected. The budget for 1929 calculated revenues and expen-
ditures at approximately 288,000,000 pesos (1 peso equals $0.4985 at par).
.ccording to a statement of the Minister of Finance to the press, revenues
during the first semester of the year were more than 7,600,000 pesos below budget
estimates, largely owing to the revolutionary movement which broke out in
March, 1929. On the basis of definitive figures for July-November, inclusive, it
was estimated, however, that this decline below budget estimates in the first
half of the year was offset by increases in the second semester.

Furthermore, at the end of 1929 cash funds of the Federal Government were
reported to total nearly 18,000,000 pesos as compared to a little over 4,000,000
pesos at the end of 1928. An accurate appraisal of financial results for the year,
however, will not be possible until complete figures for revenues and expenditures
come to hand. Near the end of the year Congress passed the budget for 1930,
calculating revenues and expenditures at about 294,000,000 pesoo.

No payments on the debt covered by the agreements with the International
Committee of Bankers oii Mexico were made during the year. The President,
in his message to Congress of September 1, 1929, stated that negotiations with that
committee had been interrupted by the unforeseen circumstances that developed
in the early months of 1929, but that conversations would soon be renewed as
a result of an invitation from the president of the committee. The year closed,
however, without any new debt agreement having been concluded.

Important developments relative to the internal debt were the appointment of a
commission at the beginning of the year to adjust the internal debt and the in-
auguration of payments in February on commercial obligations and personal
services unpaid in previous years. These payments had to be suspended in
March, owing to the revolutionary movement, but were resumed in August.
Bonds of the public agrarian debt issued up to August 15, 1929, totaled 14,243,700
pesos, of which 13,750,500 pesos were outstanding at that time.

BANKING, CURRENCY, AND EXCHANGE

The first half of the year was characterized by some uncertainty and tension in
banking circles, due to the disturbed conditions arising out of the revolutionary
movement which began in March. While consolidated bank statements showed
that cash and deposits declined rather noticeably in that month, the quelling of
the revolt was followed by a return to normal banking conditions. Although a,
few small banking houses were forced to suspend payments, no serious banking
difficulties occurred.

According to preliminary figures, consolidated bank balances at the end of 192w
showed a gain in cash and an increase in sight and time deposits, but deposits in
foreign money declined. No marked change occurred in the level of interest rates
in 1929. Silver bank clearings of the Mexico City clearing house increased from
395,572,921 pesos in 1928 to 513,151,062 pesos in 1929. During the same period
gold clearings declined from 295,231,234 pesos to 283,294,865 pesos. The aver-
age exchange value of the gold peso was below par, although somewhat higher than
In 1928. The discount on silver ranged between 3.5 per cent and 4 per cent
during most of the year, although the rate of discount was higher for a time during
the revolutionary disturbances of the early part of the year.
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NICARAGUA

Largely as a result of lower returns from coffee, economic conditions in Nicara-
gua during 1929 were less favorable than in the previous year. At the close of
the year money was tight and collections slow. In reflection of diminished com-
mercial activity, the circulation of the cordoba (1 cordoba equals $1 at par) fell
from 4,002,000 cordobas at the end of December, 1928, to 3,593,000 a year later.
Exchange rates were steady.

However, according to the President's message to Congress of December 15,
1929, the Government's financial position was very satisfactory. At that time
the President stated that "in the early part of next January (1930) * * * it
will be known that the surplus of thes first year of government, after an unfor-
tunate war, amounts to more than $2,400,000 without taking into account the
profits of the railroad and the Banco Nacional." It was further stated that part
of this surplus had been applied to the purchase of the Corinto wharf and that
other allotments of $25,000 were being used for road construction.

According to preliminary reports, total government receipts during 1929
amounted to about 6,000,000 cordobas. The bonded indebtedness was reduced
during the year, so that the total at the end of 1929 was reported to amount
to about 4,500,000 cordobas.

Another noteworthy development of the year was the creation by a presidential
decree of July 30, 1929, of a provisional commission to pass upon claims for
damages growing out of the revolution of 1926 and 1927. The commission sub-
sequently began examining claims to determine the total, and special funds set
aside for meeting the claims, were reported to be in excess of $500,000 In January,
1930.

PANAMA

One of the outstanding financial developments in Panama during 1929 was the
visit of a commission of American financial experts in the early part of the year,
which made recommendations relative to the Government's financial adminis-
tration after studying local conditions. A decree was subsequently issued estab-
lishing a central office of accounting and fiscalization of the National Government,
and an economy program was initiated.

While actual figures of revenues and expenditures are not available, it is under-
stood that Government financial operations in the biennial period ending June
30, 1929, resulted in a deficit. The budget for 1929-1931, as enacted in June,
calculates revenues and expenditures at $17,031,907.

During the early part of the year the Banco Nacional de Panama obtained a
20- ear 1,000,000 loan from Canadian bankers, the proceeds of which were to
be invested in real-estate mortgages.

PARAGUAY

General economic and financial conditions in Paraguay during 1929 were
adversely affected by the boundary dispute with Bolivia, particularly in the early
part of the year. Lower prices for a number of principal export products and
the decline in Argentine exchange were other unfavorable factors.

The ordinary budget for the fiscal year 1928-29 calculated ordinary revenues
and expenditures at 253,478,000 paper pesos. In addition, an extraordinary
budget for public works authorized expenditures of 24,765,000 paper pesos to be
met by a credit of 25,000,000 paper pesos. According to the President's messageto Congress of April, 1930 actual ordinary revenues in 1928-29 amounted to
256,186,791 paper pesos. customs revenues, the most important source of gov-

ernmental income, declined 9.47 per cent, as compared with the previous year.
On the other hand, internal taxes increased 9.35 per cent. Ordinary expenditures
amounted to 216,698,836 paper pesos, extraordinary budgetary expenditures
totaled 5,356,270 paper pesos, and extra budgetary expenditures total 64,531,925
paper pesos. Of the last-named amount the President stated that items totaling
40,490,094 paper pesos were "nearly totally paid from extraordinary special
revenues.' It is understood that the budget for 1929-30 presented to Congress
was not acted upon by that body, so that the budget for 1928-29 was extened
Into the succeeding year.

The external debt decreased from 4,535,812 gold pesos at the end of November,
1928, to 4,219,388 gold pesos at the end of November, 1929. On the latter date
the internal debt, as reported in the President's message of April, 1930, totaled
2,738,942 gold pesos and 43,586,435 paper pesos.
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While events which occurred in connection with the difficulties with"Bolivia

subjected the monetary system to some strain, the Oficina de Cambios effectively
met the situation, and at the end of 1929 the Oficina de Cambios held a reserve
against note circulation of 54,876 per cent as compared to a reserve of 51.27 per
cent at the end of 1928. The exchange value of the Paraguayan peso fluctuates
automatically with the Argentine peso (due to the fact that the conversion rate
of the Paraguayan paper peso is fixed at 42.61 Paraguayan paper peso to 1
Argentine gold peso; so the decline in Argentine exchange during 1929 caused a
decline in the exchange value of the Paraguayan paper peso.

PERU

The year 1929 and the early months of 1930 were characterized by especially
noteworthy financial developments in Peru. Perhaps the most important of
these grew out of the inability to float the remaining portion of the Peruvian
national loan, amounting to $15,000,000, and the currency and exchange devel-
opments, culminating in a law promulgated in February, 1930, which provided
for the stabilization and revaluation of the currency.

GOVERNMENT VNANCES

The budget for 1929 calculated revenues and expenditures at Lp.12,583,636,
the largest budget in the history of Peru. Actual financial results for the year,
however, are not yet available. In view of the expenditures required for public
works, the unfavorable status of the bond market in New York and other world
financial centers and the consequent inability to float the unissued portion of
the second series of the Peruvian national loan, was reflected in the status of
Government finances, particularly in the latter part of the year, and brought
about some curtailment of contemplated public-works construction.

The President, in his message to Congress of October 12, 1929, reported that,
while awaiting a favorable opportunity to float this loan, the bankers had ex-
tended three short-term loans to the Government at 6 per cent interest, one on
June 5, 1929, for $500,000, payable in six months another on July 5, 1929, for
$785,000 due on December 31, 1929; and a third on July 15 amounting to
$3,790,0i0 and also due on December 31, 1929. The year closed, however, with-
out the unissued portion of the national loan being floated. In February, 1929,
a law was signed authorizing the issuance of internal bonds up to Lp.1,500,000,
the proceeds of which were to be applied chiefly to the payment of the floating
debt. Up to June 30, 1929, bonds totaling Lp.421,200 had been issued under
this authorization. During the year a loan of $2,000,000 was obtained from a
large copper company operating in Peru for the purpose of acquiring the old
Callao port works and terminating the concession of the Societd Gdn6rale de
Paris. In January, 1930, the Executive was authorized to issue and discount
special treasury obligations up to $4,000,000. In February, 1930, laws were
promulgated authorizing the Executive to contract an internal loan of
Lp.960,000, to issue internal bonds to creditors of the State on account of public
works up to Lp.1,800,000; and to use funds on deposit in New York to pay off
short-term indebtedness to American bankers amounting to approximately
$4,570,000. The funds on deposit in New York which were to be used were a
$4,000,000 gold exchange fund and the required portion of a fund of $1,600,000
which had been set up to cover the Government's share of the capital of the
Central Mortgage Bank of Peru.

At the end of June, 1929, the external debt of the National Government totaled
$90,820,141 and £4,226,280, as compared with $73,494,041 and £2,845,690 at the
end of June, 1928. The internal consolidated and floating debts at the end of
June, 1929, totaled Lp.4,533,651 and Lp.3,659,175, respectively, as compared
with Lp.3,963,846 and Lp.3,663,740 on June 30, 1928. It should be pointed out,
however, that the totals of internal indebtedness include some dollar and sterling
obligations converted at par of exchange instead of at the rates actually prevailing.

A decree issued in September created the office of Contraloria General de la
Republican. In addition to other functions, it is the duty of this office to see that
Government departments do not contract obligations in excess of resources
legally available.

At the close of the year Congress passed the budget for 1930 calculating receipts
and expenditures at Lp.14,098,719, an increase of Lp.1,515,083 over the record-
breaking budget for 1929.

-U
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BANKING, CURRENCY, AND EXCHANGE

Currency and exchange developments of unusual importance occurred in the
latter part of 1929 and in the early part of 1930, the most: important of which
was the enactment of a law in February. 1930, providing for the revaluation and
stabilization of the currency. It will be remembered that in April. 1928, the
Peruvian pound was provisionally stabilized at $4. This rate was maintained
throughout 1928; no apparent derangements occurred until the last quarter of
1929, when difficulties were reported in obtaining foreign exchange in Peru at the
stabilization rate. While the nominal exchange rate at this time ,vas the stabili.
zation rate of $4, exchange was not always actually obtained at this rate, and it is
understood that the Peruvian pound went as low as $3.701 in some transactions.

In December, 1929, and in the early part of 1930, the Government issued a
number of decrees Intended to prevent a decline in the exchange value of Peruvian
currency. A decree of December 12 prohibited banks from investing in foreign
securities on their own account, and this was followed by another decree pro-
hibiting the making of contracts within the country in foreign money. While
some uncertainty arose as to the interpretation of the latter decree, it was not
intended to apply to import or export dealings, but only to strictly internal
transactions. A decree issued in the early part of January required that pay.
nient of interest and amortization of mortgage bonds issued in foreign currency
within the Republic be effected in Peruvian currency at a rate of £PI for each
$4 or the equivalent in English mon ey.

These measures were followed by a law enacted in February designed to
stabilize the currency at a rate equivalent to $4 to the Peruvian pound, and
establishing a new coin, the gold sol ($0.40 at par) as the new monetary unit.
The notes to be issued in the future by the Reserve Bank of Peru are to be
representative of gold soles. The necessary reforms were also made in the law
creating the Reserve Bank. In the first half of 1930, however, the exchange
value of Peruvian currency continued to be somewhat below par in actual market
transactions.

Total note circulation during the year increased from £P6,122,037 at the
end of 1928 to £P6,522,824 at the end of 1929. During the same time the gold-
reserve ratio declined from 89,06 per "cent to 69.22 per cent. In March, 1929,
the Reserve Bank raised its discount rate from 6 to 7 per cent. In the early
part of September the rate was lowered to 6 per cent, but it was raised again to
7 per cent at the end of October and to 8 per cent in November. Later in
November the rate was reduced to 7 per cent, the rate in effect at the close of
the year.

Important banking developments during the year were the opening of the
Central Mortgage Bank of Peru and the establishment by a decree of July 31,
1929, of the Caja Nacional de Ahorros (National Savings Bank). The adminis-
tration of the National Savings Bank was intrusted to the Reserve Bank of Peru,
and the $6,000,000 received from the Republic of Chile under the Tacna-Arica
treaty was turned over to the Reserve Bank for the purpose of setting up the
National Savings Bank. Average monthly bank clearings increased from
£P6,362,741 in 1928 to £P6,561,423 in 1929.

EL SALVADOR

Although El Salvador's economic and financial conditions in general were
satisfactory in the first half of the year, a reversal occurred in the latter half of
1929, particularly after the drop in October of the price of coffee, the country's
principal money crop.

According to a report of the Minister of Finance, ordinary revenues and
expenditures during 1929 totaled 26,147,160 colonies (1 colon equals $0.50 at
par) and 27,219,238 colones, respectively. Revenue collections were 600,80
colones greater than the record figures of the previous year. Declines in revenues
from import duties and liquor taxes were more than offset by increases in export
duties, direct taxes, and other sources of income. Expenditures increased 1,851,-
984 colones over the previous year, the principal increases occurring in the
Departments of War, Marine, and Aviation, Public Credit, and Public Instruc-
tion. The budget for the fiscal year ending June 30, 1930, as passed in June,
calculated revenues and expenditures at 25,490,000 colones and 25,775,398
colones, respectively. According to preliminary figures, the public debt decreased
from 45,806,000 colones at the end of 1928 to 43,194,000 colones at the end of
1929.
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Following the break in coffee prices in October, credit was restricted and com-
mercial collections slowed up. wing to the drop in coffee sales, the demand for
dollar exchange in December exceeded the supply to such an extent that an
appreciable premium on dollars developed. The exchange situation was subse-
quently alleviated, however, by the joint act of the Government and the banks.

URUGUAY

According to the message to Congress of the National Council of Administration
of March 15, 1930, revenues and expenditures of the National Government
during the fiscal year 1928-29 totaled 58,576,428 pesos (1 peso equals $1.0342 at
par) and 57,565,207 pesos, respectively, a surplus of 1,011,221 pesos thus resulting.
During the fiscal year revenues increased 2,050,059 pesos and expenditures
about 3,000,000 pesos as compared with 1927-28. A statement prepared by
the general accounting office and included in the message above mentioned indi-
cated a probable deficit in budgetary operations for the fiscal year 1929-30 of
about 355,000 pesos.

The public debt increased from 213,999,318 pesos on January 1, 1929, to
217,190,339 pesos on December 31, 1929. New issues, all of which were internal
totaled 8,426,648 pesos, and amortizations totaled 5,235,627 pesos.

Consolidated banking figures at the end of 1928 and 1929 compared as follows:

Consolidated statistics of Uruguayan banks

[In pesos]

Item Dee. 31, 1928 Dec. 31, 1929 Increase

'Capital .......................................................I 48,272,974 49,282,376 1,009,401
Cash reserves ................................................. 80,884,266 86,162,681 5,278,888
Deposits ............................................ 152,963,161 17,193,846 23,230,888
Loins .............................................. 203,941,644 219,246,689 15,808,044

A part, although by no means all, of the above increases during the year arose
from the inclusion of figures of "cajas populares" from June, 1929. Monte-
video bank clearings increased from 780,000,000 pesos in 1928 to 822,000,000
pesos in 1929.

Note circulation declined from 72,484,243 pesos at the end of 1928 to 71,340,222
pesos at the end of 1929. The legal gold reserve of the Banco de Ia Republica
at the end of 1929 amounted to 64.62 per cent.

Outstanding mortgage bonds and cedulas of the Mortgage Bank of Uruguay
Increased about 8,500,000 pesos during the year. Stock-exchange transactions
(mostly Government bonds and mortgage cedulas) increased slightly In 1929,
and average quotations were somewhat higher than in the previous year.

The outstanding financial development of the year was probably the weakness
in exchange, which became particularly noticeable in April and continued through-
out the remainder of 1929, and into 1930, reaching a monthly average of $0.8897 9
in February, 1930, after which some recovery occurred, only to be followed by
renewed weakness in June. The yearly average for 1929 was $0.9868 2 as com-
pared to $1.0266 2 in 1928 and a par value of $1.0342.

Among other factors, the decline in exchange was officially attributed in
March, 1930, to (a) an adverse balance of trade, in which poor prices for wool
and heavy importations played a large part; (b) the exhaustion of funds from
foreign loans held abroad; and (c) the decline in the exchange value of the Argen-
tine peso.

VENEZUELA

Developments in Venezuelan public finances during 1929 were favorable.
Treasury receipts during the year, including silver and nickel coinage of 10,200,000
bolivares (1 bolivar equals $0.193 at par), totaled 256,440,000 bolivares, an in-
crease of 52,094,000 bolivares over the previous year. Treasury disbursements
during 1929 were reported at 209,155,000 bolivares, or 47,285,000 bolivares less
than receipts. Funds at the disposal of the National Treasury at the end of

I Noon buying rates for cable transfers in New York as reported by the Federal Reserve Bulletin.
See footnote 2, p. 766.
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1929 totaled 118,249,000 bolivares as compared to 70,964,000 bolivares at the
end of 1928. The budget for the fiscal year 1929-30, as originally enacted,
calculated revenues and expenditures at 193,189,750 bolivares and 192,450,000
bolivares, respectively. Included in the authorized expenditures are items of
20,000,000 bolivares and 4,000,000 bolivares for increases in the capital of the
Banco Agricola Pecuario and the Banco Obrero, respectively. These banks were
established in 1928, the former to make loans to farmers and stock raisers and
the latter to make loans to workmen for the acquisition of low-cost dwellings.

The public debt was further reduced during the year, totaling 52,791,000
bolivares at the end of 1929, as compared to 67,565,000 bolivares at the end of
the previous year. At the end of 1929 the Government's balance in the Banco
de Venezuela, payable at sight, was more than twice the amount of the public
debt.10

Uncertainty over the course of political developments in the earlier part of
the year, and the drop in coffee prices in the latter part, tended to restrict credit
and slowed up commercial collections. Exchange rates were steady throughout
the year.

FINANCIAL DEVELOPMENTS IN LATIN AMERICA DURING 1930

(By Eugene W. Chevreaux, Finance and Investment Division)

FOREWORD

The continued decline in commodity prices and the increasing pessimism
and apprehension in world financial centers during 1930 fell with great severity
upon the countries of Latin America.

As producers of primary commodities, including many which are highly
sensitive to price movements, the economic and financial position of these
countries is quickly altered by changes in world price levels. With few excep-
tions, the tempo of each country's economicc and financial activity is largely
determined by the market position of one, two, or three staple commodities
of world trade. Furthermore, because of their great dependence upon customs
revenues as a source of governmental income, the finance- of Latin American
Governments are especially responsive to trade movements.

Relatively young with respect to economic development the Latin American
countries are debtor nations and normally importers of capital. Owing to
Increasing unsettlement in world financial centers as the year progressed and
to the addition of political disturbances to economical and financial difficulties
In many countries in Latin America, their capital imports, particularly in the
latter half of the year, were largely restricted to short-term credits. This not
only involved a slowing up in the developmental activities of private interests
and the curtailment of extraordinary governmental expenditures for public
works and other purposes, but, coinciding as it did with sharp declines in the
value of Latin American exports, added to the many other financial difficulties
of the year the problem of balancing international accounts.

The following brief surveys of financial developments in the various Latin
American countries during i030 were prepared in the finance and investment
division by Eugene W. Chevraux under the direction of Grosvenor M. Jones
chief, and James C. Corliss. They arc based on reports submitted by field
officers of the Department of Commerce and the Department of State, and on
various official and unofficial publications. In a great many instances the final
detailed official reports covering government finances in 1930 are not yet avail-
able, and frequent recourse has necessarily been made to reports of a preliminary
nature which may be subject to revision when more complete data come to
hand. The finance and investment division keeps in close touch with Latin
American financial developments, and more detailed information on recent
financial conditions will be made available on request.

FREDERICK M. FEIKER,

TO~BERR 1931. Director, Bureau of F&reign and Domestic Commerce.

It In May, 1930, the Venezuelan Congress adopted a recommendation providing for the Inclusion in the
next budget of a sum sufficient to pay off the entire foreign debt of the Republic.
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ARGENTINA

In large part because of a substantial decline in the volume and valub of
exports of cereals, Argentine exports dropped 35.6 per cent in 1930 and a sub-
stantial unfavorable trade balance resulted, in comparison with a favorable
balance in the previous year, as the following figures show:

Argentine trade balance, 1929 and 1980

"Real values" I in gold
Pesos

Item_

1929 1930

Exports ..................................................................... 853,743,919 614,104,180

Imports ..................................................................... 861,997,355 739,182,744

Trade balance ......................................................... +91,746,564 -125,078,584

INMarket values, as distinguished from nominal values, used for tariff purposes; relate only to Imports.
NOTE.-Gold peso equals $0.948 at par.

The unfavorable balance of trade played an important pait in the marked
decline in exchange, which in turn was one of the most unsettling factors of the
year.

The Government which came into power as a result of the revolution in Sep.
member, 1930, found public finances in a very unsatisfactory condition, with the
Government owing substantial sums to commercial creditors and to the Banco de
]a Nacion, and many irregularities existing. A feeling of confidence, however, was
engendered by the efforts of the incoming Government to improve the status of
public finances, but the decline in commodity prices and exchange, which con-
tinued to the end of the year, handicapped the Provisional Government in its
efforts to reestablish order in the public finances and to solve the many problems
confronting it.

GOVERNMENT REVENUES AND EXPENDITURES

The national budget for 1929 was extended into 1930 without any other
modification than a reduction of 787,671 paper pesos (1 paper peso equals $0.4245
at par) in authorized expenditures on account of the public debt. Actual results
are not yet available, but in view of the following remarks I of the Minister of
Finance of the Provisional Government, Dr. Enrique S. Perez, It is certain that
the year closed with a large accumulated deficit.

"We have found a considerable deficit, which by the end of the present finan-
cial year will probably amount to 698,000,000paper pesos, of which 395,000,000
paper pesos corresponds to the public works fund (including other special out-
lays) and 303,000,000 paper pesos to expenditure of an administrative nature.
The deficit in the public works fund results from expenditure having been
effected or engagements entered into which, according to law, ought to have
been defrayed out of the proceeds of bond issues. As only 40,000,000 paper pesos
of such bonds were issued and negotiated, this expenditure weighed heavily
upon the funds of the Treasury.ei p s

"The administrative deficit een auanting ogre4s,000, aneously
with an exigerated increase in extra-budgeting expenditure accompanied by a
diminution in the national revenues caused by the depression in economic
activities and the leakages occasioned by administrative disloction and the
Influence of corrupt practices. This deficit will amount to 130,000,000 paper
pesos in the present financial year, and this, added to the 111,000,000 paper
pesos of arrears of deficits, represents a quantity of 241,000,000. Add to this
the deficits discovered up to now in different departments, namely 25,000,000
paper pesos in the State Railways, 30,000,000 in the National Council OF Educa-
tion, and 7,000,000 in Posts and Telegraphs, and you arrive at the aforesaid
figure of 30,000 paper pesos of administrative deficit.

"A disparity of such magnitude between the expenditure and the income of
the State makes it clear why the number of unpaid accounts grew so rapidly in

I As reported in Review of the River Plate, Oot. 17,1930.
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spite of the 53,000,000 paper pesos which the Treasury obtained from the Baring
loan, and the 117,000,000 paper pesos produced by the Chatham Phoenix loan
and notwithstanding having strained the use of credit in the Banco de i Nacion
Argentina to the extent of 150,000,000 paper pesos. That debt and the debts
which the creditors of the State were obliged to contract with the banks in order
to keep going pending the settlement of their accounts have created an intense
expansion in banking loans.

"This inflation of credit has meant nothing else than the throwing upon the
market of a considerable quantity of artificial acquisitive power, precisely when
the country's volume of production was diminishing seriously. For that reason
the disorder in the public finances has constituted, in final term, one of the
primordial factors of our monetary perturbations and of the present situation of
the international exchange.

"It is obvious that the prejudice deriving from such a state of affairs will not
allow the country to return to nornialitv without making a severe sacrifice.
The enormous floating debt which has t6 be added to the 380,000,000 paper
pesos of treasury bills deriving almost entirely from the first government of
eftor Irigoyen, will have to be consolidated as soon as possible in order to assure

financial and monetary reestablishment. But, unfortunately, the receptive
capacity of the internal market for long-term bonds-a restricted one at the best
of times--has become even more reduced tinder the existing economic circum-
stances. It will he necessary, therefore, to have recourse to external credit, the
market for which, it is trite, is far front favorable at the moment notwithstanding
the low rates of interest for short-term loans such as that recently renewed in
New York by the provisional government.

"While this consolidation operation is being carried out gradually, your
excellency will assuredly be in agreement with me as to the urgent necessity
that the deficit should not continue to augment. To that end it is not sufficient
to suppress extra-budget expenditure, because the volume of the expenditure
authorized by the budget is greater than the yield of the national revenues.
In effect, at the rate at which these revenues have been declining this year, the
total for 1930 will certainly not exceed 630,000,000 paper pesos includingg the
resources of the subsidy fund), whereas authorized budget expenditure alone
amounts to 733,000,000 paper pesos. It is necessary, therefore, to economize
resolutely and with greater energy, postponing all exp enditure not strictly indis-
pensable, organizing with greater efficiency in the administrative mechanisms
and even reducing the salaries and the administrative staff provided for in the
budget, should the first measures not be adequate."

'According to preliminary unofficial figures, Buenos Aires customs receipts
totaled 290,999,000 paper pesos in 1930, compared with 350,790,000 pesos in the
previous year. Internal taxes on alcohol, tobacco, etc., totaled 112,633,000 paper
pesos in 1930, compared with 125,589,000 pesos in 1929. Property taxes, licenes,,
and stamped paper amounting to 112,010,000 paper pesos in 1930 showed only a
very slight decline from the previous year.

The provisional goveltament also'found the finances of the Provinces in a
generally unsatisfactory condition, with some considerable deficits and numerous
irregularities existing. In connection with a consideration of provincial finances,
the following remarks relative to various unnamed Provinces, excerpted from the
report of the Corporation of Holders of Stocks and Bonds of Buenos Aires for
the fiscal year ended June 30, 1930, are of interest.

"Once more we regret that various provincial governments do not pay atten-
tion to our requests to make known the status of their debts. The messages that
are presented to the legislatures are not concerned with economic financial
matters; they do not contain any table of the public consolidated internal and
external and floating debt, in order that they may be known by the governed,
by the holders of their obligations, as well as by banking institutions, which
generally are obliged to furnish information to their clients.

"The most absolute reserve is the established system

PUBLIC DEBT

Several short-term loans were floated by the Argentine National Government
during 1930. In April a $50,000,000 6-month loan was publicly offered in the
United States, and this loan was repaid by a $50,000,000 1-year loan floated
in September. Shortly after the provisional government came into power in
September, Buenos Aires banks offered to lend the Government 100,000,000-
paper pesos, but this offer was only partially availed of at the time, although



SALE OF FOREIGN BONDS OR SECURITIES 785
subsequently the remainder of the amount was taken by the Government. A
£5,000,000 loan falling due at the end of 1930 was refinanced by discounting
treasury bills due in amounts of £2,500,000 on June 30, 1931, anid December
31, 1931.

The consolidated internal and external debt of the National Government on
June 30, 1930, exclusive of contingent liabilities on account of outstanding
cedulas of the National Mortgage Bank, which are guaranteed by the Govern-
ment, was unofficially estimated at 2,276,437,744 paper pesos. The amount of
the floating debt on the same date is not definitely known, but in December,
1930, it was estimated at around 1,200,000,000 paper pesos, by the president of
the provisional government, who, according to tho Review of the River Pilate of
December 12, 1930, stated in part as follows:

"In effect, there weighs upon the national finances a considerable floating
debt, of about 1,200,000,000 paper pesos, constituted by 720,000,000 paper pesos
of deficit originated during the two years of the deposed government, in the
general administration, the council (4 education, and the State railways,
besides 500,000,000 paper pesos of floai;-. ,, debt brought in on October 12, 1928.
It is true that this latter-mentioned debt does not derive from the government
which went out on that date, but rather it represents, for the most part, what
that government was unable to consolidate of those other 1,100,000,000 of
pesos of floating debt bequeathed by the first radical presidency. Of these
1,200,000,000 paper pesos of existing floating debt, something over 1,000,000,000
are radicated [sic] in our own country in the form of batik advances, direct or
indirect, or other liabilities of different kinds. Thus the liquidity of the credit
market has been affected adversely, and it finds itself lacking the abundant
resources which it would otherwise have had available to lend * * * to
agriculture, to industry, and to commerce in this state of economic, crisis."

During the year, loans of the Provinces of Buenos Aires, Cordoba, and Santa
Fe of the City of Buenos Aires, most of which were short-term issues, were publicly
offered in the United States.

BANKING AND CREDIT

Bank clearings in Buenos Aires declined from 40,891,000,000 paper pesos in 1929
to 36,381,200,000 pesos in 1930, and those in the interior, from 8,115,900,000 to
5,921,200,000 pesos.

Banking operations in 1930 were characterized by an increase of 4.7 per cent in
volume of loans, an increase of less than I per cent in deposits and a decline of
about 2.5 per cent in total cash reserves. The increase in loans was due largely
to advances made by the banks to the general treasury of the National Govern-
ment and to the autonomous departments of the Governmnet. According to the
Economic Review of the Banco de la Nacion, consolidated banking figures of
Argentine banks in December, 1929 and 1930, respectively, were as follows:
Deposits, 3,844,900,000 and 3,876,400,000 pesos; loans, 3,607,900,000 and
3,777,800,000 pesos; cash reserves, 478,100,000 and 466,660,000 pesos.

According to the same source, balances held abroad by Argentine banks dropped
from 93,200,000 paper pesos on December 31, 1929, tq 11,400,000 paper pesos on
October 31, 1930, and to a debit balance of 24,000,000 on December 31, 1930.

Interest rates exhibited a moderate downward trend during the year. Accord-
ing to the Economic Review of the Banco de la Nacion, private banks in Decem-
ber, 1930, were paying a general average of 3.63 per cent for 90-day deposits and
were discounting bills at a general average of 6.76 per cent.

Liabilities iii bankruptcies Increased from 166,853,000 paper pesos in 1929 to
228,822,000 paper pesos in 1930.

The amount of cedulas in circulation of the National Mortgage Bank increased
from 1,429,048,000 paper pesos at the end of 1929 to 1,443,242,000 pesos at the
end of 1930. The amount owed to the bank on account of payments in arrears
increased from 71,922,144 paper pesos at the enfd of 1929 to 87,987 496 pesos at
the end of November, 1930. The reserve funds of the bank on November 30,
1930, however, exceeded 206,000,000 paper pesos.

The financial position of the Argentine farmer was very difficult during 1930
because of the low prices of his products and the high rentals of land. This
situation was reflected in an increased inability to meet interest payments on
mortgage loans.

CURRENCY AND EXCHANGE

The suspension of the exchange of gold for notes by the Caja de Conversion
continued throughout 1930. A number of decrees were issued during the year
relative to currency and exchange matters. On January 15, 1930, a decree was
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published authorizing the Caja de Conversifn to issue notes in exchange for gold
deposited with embassies and legations abroad. A decree of October 16, 1930,
authorized the Banco de ]a Naci6n to withdraw gold from the Caja de Conversion
in exchange for notes to the extent necessary to meet the service of the nation's
debts abroad. On December 31, 1930, a decree was issued authorizing the
Banco de la Nacidn to use its conversion fund of 30,000,000 gold pesos held abroad
for foreign-exchange operations.

On December 31, 1930, the currency circulation totaled 1,260,686,000 paper
pesos, as compared with 1,246,753,000 on December 16, 1929, the date on which
the delivery of gold for notes by the Caja de Conversi6n was suspended. Includ-
ing the conversion fund of 30,000,000 gold pesos, the gold reserve against currency
circulation at the end of 1930 amounted to 455,773,917 gold pesos, making the
reserve ratio 82.17 per cent compared with 81.97 per cent at the end of 1929.
Net gold exports amounted to 25,113,354 gold pesos in 1930, compared with
174,386,226 gold pesos in 1929.

In reflection of an adverse balance of trade, the continued suspension of tho
exchange of gold for notes by the Caja de Conversi6n, disordered public finances,
and other factors, the exchange value of the gold peso weakened considerably
during 1930, dropping from a monthly average of $0.93 in December, 1929, to
$0.7555 in December, 1930. BOLIVIA

The severe decline in the price of tin, the dominating factor in the national
economy of Bolivia, greatly accentuated the economic depression which had
already reached serious proportions in the previous year. Revenues dropped
shaprly, and the financial position became increasingly difficult, so that at the
end of 1930 the Government announced its inability to meet a payment due on its
foreign debt at that time.

GOVERNMENT FINANCES

The ordinary budget for 1930 estimated both revenues and expenditures at
47,580,109 bolivianos (1 boliviano equals $0.365 at par). However, actual
revenue collections were substantially below estimates, and the Provisional
Government, which came into power in June, faced a difficult situation. A
National Economic Council was appointed by the incoming Government to study
the economic and financial situation of the country. In a report dated August 14
1930, it reported revenue collections in the first half of 1930 at 17,357,128
bolivianos and estimated total revenue collections for the sear at 34,514,161
bolivianos, or 13,065,948 bollvianos below budget estimates. Estimated reveneus
and payments due to be made during the second half of 1930 were calculated by
the economic council as follows:

Debt service: Bolivianos
External debt ------------------------------------------- 8, 742, 737
Internal debt -------------------------------------------- 2,185,056
Floating debt ------------------------------------------- 13, 086, 116

Public administration ----------------------------------------- 18, 685, 102
Total payments due ----------------------------------- 42, 699, 011

Estimated revenues ----------------------------------------- 17, 157, 033

Deficit (a slight discrepancy will be noted in this figure) -- 25, 541, 980
In view of the seriousness of the situation, the council suggested that adminis-

trative expenditures be reduced by at least 4,357,346 bolivianos, and payments
on the floating debt, by 8,947,542 bolivianos, total payments to be made'during
the second half of the year being thereby reduced to 29,394,123 bolivianos, a
figure still 12,237,090 bolivianos in excess of estimated revenues. Complete actual
results for the year are not as yt available, but preliminary estimates indicate
that a large deficit resulted.

The ordinary budget of the Government for 1931, promulgated at the end of
January, 1931, calculates revenues and expenditures at 28,544,166 and 31,614.309
bolivianos, respectively, thus anticipating a deficit of 3,100,143 bolivianos.

PUBLIC DEBT

During 1930 the Government obtained a 20-year loan of a nominal amount of
$2,000,000 in connection with a contract for the cession of the match monopoly
to a subsidiary of the Swedish Match Co. for 20 years. On September 9, the



SALE OF FOREIGN BONDS OR SECURITIES 787

flotation of an internal loan was authorized and the bonds were subsequently
offered to the public by the Government.

The service on the foreign debt was maintained until December, 1930, although
the weakened financial position of the Government made these payments more
and more difficult as the year progressed; in fact, a substantial part of the midyear
payment was met from the proceeds of the match monopoly loan previously
mentioned. In view of its difficult financial position, the Government sent a
commission to New York in the latter part of the year to treat with American
bankers regarding the foreign debt. The commission was unable, however, to
effect a solution of Bolivia's foreign-debt difficulties, and the January 1, 1931,
interest coupon of the 7 per cent loan due 1958 was not paid. Subsequently,
Bolivia went into default on other issues of its external debt, although part of the
May 1, 1931, interest coupon of the 8 per cent loan, due 1947, was paid.

The National Economic Council, in its report dated August 14, 1930, stated the
public debt on June 30 1930, to be 208,026,393 bilivianos (provisional figure)
distributed as follows: External debt, 172,067,884 bolivanos; the internal fundect
debt, 11,502,300 bolivianos; and the floating debt, 24,456,209 bolivianos.

BANKING, CURRENCY, AND EXCHANGE

Credit was restricted and commerical collections were very difficult during 1930.
The Central Bank raised its discount rates in the first quarter of 1930, but

reduced them on August 26, so that from then until the end of the year the dis-
count rates for 90-day paper were 7 and 9 per cent for the associated banks and
for the public, respectively.

During the year the Banco Central's sales of foreign exchange totaled 43,440,-
260 bolivianos, compared with purchases of 22,840,337 bolivianos, sales thus-
exceeding purchases by 20,599,923 bolivianos. As a result, the legal reserves of
the bank declined fror 36,301,160 bolivianos on December 28, 1929, to 29,614,179
on December 31, 1930, and total reserves dropped from 56,942,225 to 40,475,829
bolivianos.

At the same time, however, note circulation of the Central Bank declined from
42,570,000 to 31,795,000 bolivianos, so that the legal reserve ratio actually in-
creased from 59.9 per cent on December 28, 1929, to 63.75 per cent on December
31, 1930. The total reserve ratio during the same period declined from 93.96 to
87.13 per cent.

During the year certain mining interests advocated lowering the exchange value
of the boliviano, but this suggestion was opposed by the Central Bank and other
interests, and exchange stability was maintained throughout the year.

BRAZIL

Economic and financial conditions in Brazil during 1930 were exceedingly
unfavorable, owing to the decline in the price of coffee and other exports and to
strained political conditions which culminated in the revolution of October. The
effects of the depression are evidenced in the following compairson of exports and
Imports for 1929 and 1930.

Trade balance of Brazil, 1929 and 1980

Item 1929 1930

Exports ..................................................................... £94 831, 000 I £65, 770. 000
Imports .................................................................... e. 4 0D0 1 ,8,19,000

Favorable trade balance ............................................... ,178. 000 I 12, I 0, 0c

From the foregoing figures it will be observed that despite the big drop in
exports, Brazil's favorable trade balance Increased in 1930; in fact, it was the
largest since 1926.

GOVERNMENT REVENUES AND EXPENDITURES

The Federal budget for 1930 calculated revenues at 199,271 gold contos and
1,371,430 paper contos ' and expenditures at 135,113 gold contos and 1.639,114

1 At the stabilization rate adopted in December, 19Z,, one paper conto-$119.6. A subsequentpresl.
dal decree flied Ue value of the paper conto for the payment of public dues at an equivalene of 4.66T
lpper conto toone gold oonto. Tha1 ratioI no longer fid but vue dafly wi the rue of change.

q
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paper contos. However, according to the figures contained in the report of Sir
Otto Niemeyer 3 to the Brazilian Government, actual revenues were considerably
below and expenditures somewhat above the estimates, so that a deficit of no less
than 783,029 paper contos resulted (conversion of gold items have been made to
paper on basis of 1 paper milreis=4}d.). The actual revenues and expenditures
of the Federal Government in 1930 as stated in the Niemeyer report follow.

Revenues and expenditures of Brazilian Government, 1930

Item Gold contos Paper contos

ACTUAL BKVKNUE5
Customs .................................................................... 116,074 74,081
Consumption taxes ..................................................................... 33,200
Stamps ..................................................................... 1106141
Transport taxes (railway passengers and goods) ........................................... 43.526
Loans tax ................................................................................. 3324
Sales tax .................................................................................. K 728
Income tax .................................................................. 2 52, 701
Tax on insurance premiums .............................................................. 8,263
Lotteries tax ................................................................ o 130
Sundry receipts (consular and judicial fees, licenses) ......................... 2,258 4,703
Domains and properties (ports, tc.) ................................................ 1%000
Industrial undertakings (railways, post office, printing office, etc) ........... 401 899

Total ................................................................. 118,751 9
Deduct: Transfer to paper money guaranty fund (5 per cent on gold customs) 5, 320 ............

113,431 9K ,99
Extraordinary receipts (Territory of Acre, Federal District, etc.) ............ 2,102 48,019
Assigned revenues:

To paper money guaranty fund (5 per cent on gold customs)............ 5,325 -..............
To fund for repayment of paper money ............................. 10."
To road fund ............................................... . ......... ............... 2S.443
To railway construction fund ....................................... ............ 14,8

Ta~~~~~~~~~~~~ ohrfns--------------- ---------- ------- 75To other funds .......................................................... 15 0 ,648

Total ................................................................. t 120,933 1,074,746

ACTUAL EXPENDITURES

External ................................................................ 101,571 ..........
Internal ................................................................ ......... ..... 7

Other finance.
ministry ................................................................ 2,128 20,

Justice and Interior ..................................................... 122 t 203, 8M5
Exterior ................................................................. 6,314 6, 343
Navy .................................................................... 1533 173, M4
Army ............................................................ 402! 301,224
Agriculture, Labor, and Commerce ..................................... 49815 8.
Transport ......................................................... 682 49, 895
Unclassified ............................................................. 488 1 95,07

Total ................................................................. , 055 33,18
Expenditure from assigned revenues:

Road fund ............................................................................. 35, 154
Railway fund .......................................................................... . 44, 81
Other funds-.....-............ ................................ 6 7,442

Total ................................................................. 127,123 1,S20,635

I Includes health and education.

The foregoing figures reveal a deficit of 6,190 gold contos and 745,889 paper
contos. Converting the gold to paper on the basis of 1 paper milreis equal to
432 pence,

4 
the deficit amounted to 783,029 paper contos, as previously mentioned.

In connection with the deficit above mentioned, the Niemeyer report states
in part as follows:

"The final budget results of 1930 show that the Federal Government had to
meet a deficit of over 780,000 contos. This has now been met, at heavy cost,
by the arrangements made last October, by which certain temporary advances
from the Bank of Brazil were turned into permanent debts and by the issue
of federal bonds. Such further arrears as remain to be settled in respect of
last autumn are not sufficiently large to cause anxiety. Many of the States

S In the early part of 1931 the Brazilian Federal Government invited Sir Otto Niemeyer, a British Finan
clal expert, to visit Brazil and advise the Government on such financial reforms as might be deemed
necessary.
. *Rate of conversion used in the Nlemeyer report. It should be pointed out, however, that the actual
average rate of exchange for the Year, stated elsewhere In the Niemeyer report, was at 9 pence pe. mulre
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had similar arrears outstanding. The Federal Government has advanced to
them 134,000 contos of treasury bonds. The authorized issue of these bonds
(7 per cent, repayable half in one year and the rest in two years) was 300,000
contos; but the total actually issued is only 208,000 contos, of which 10,000
contos have already been redeemed, leaving 198,000 contos outstanding at the
end of June, for the service of which provision is made in the budgets of the
federation and the States."

During the latter part of 1930 the Minister of Finance of the Provisional
Government ordered an auditing commission to examine the accounts of the
Federal Government for the three years immediately preceding. This commis-
sion subsequently reported that instead of the aggregate surplus of 404,189 paper
contos announced in the annual messages of the President covering the years
1927 to 1929, inclusive, a proper auditing of accounts would have disclosed a
deficit of 491,169 paper contos. In addition, the commission charged that 610,-
783 paper contos had been spent irregularly and without adequate legal sanction.

The financial position of the States and municipalities in general was difficult
during 1930.

GOVERNMENT BORROWINGS

In April, 1930, the State of Sao Paulo floated a loan of £20,000,000, largely in
the United States and Europe, under the terms of which the State of Sao Paulo
is to sell 16,500,000 bags of existing stocks of coffee over a period of 10 years and
is to market future crops currently. No other foreign loan by any Brazilian
governmental entity was publicly offered during the year. A decree of November
19, 1930, authorized the Minister of Finance to issue short-term treasury obliga-
tions up to 300,000 paper contos, a part of which were issued before tho close of
the year. A decree of December 17, 1930, authorized the opening of a credit of
50,000 paper contos in treasury obligations to assist the States of Brazil in mak-
ing payments on their foreign debts. Shortly after the close of the year the
amount of this credit was increased to 100,000 paper contos.

STATUS OF THE PUBLIC DEBT

According to the Niemcyer report, previously mentioned, the public debt of
the Brazilian Federal Governrnent on January 1, 1931, and the annual interest
and sinking fund charges thereon were as follows:

Public debt of Brazil

Nominal Annual In-
Item Currency unit amount out- teresl and Sinking Total an.standing, care fund nual charge

External debt:
Sterling loam ............I Pound sterling ........ 100,669,751 4,767,979 2,639.396 7, 8W 374
Cold franc loans. ...... oldfrancs....... 193,56,110 8,189,809 1279,091 9W487900Paperfranc loans ....... Paper francs........3,778.500 6,835,121 706.000 7,4 121
Dollar loans .. ... I U. 5. dollars.........143,336,998 10,167,987 4,&3855 14,851,842

Internal funded debt I ....... Paper cntos .......... 2,533,916 106,994 8,170 187,164

I Exclusively. of course, of inconvertible currency. Inconvertible treasury notes in circulation on Dec. 31,
13O, totaled 2,543,000 paper contos.

In addition to the foregoing debt the Federal Government guarantees the fol-
lowing items:

Six per cent Sao Paulo-Rio Grande Railway. Outstanding January 1, 1931,
£9,516,459; annual interest, 4,505 gold contos (provided for in approlpriation for
ministry of transport).

Six per cent Victoria 'Minas Railway. Outstanding January 1, 1931, 29,773
gold contos; annual interest, 1,786 gold contos (provided for in appropriation for
ministry of transport).

Six per cent Sao Eduardo-Cachociro de Itapemirimn Railway. Outstanding
January 1, 1931, 887 paper contos; annual interest, 42 paper contos (provided
for in appropriation for ministry of transport).

Nine per -ent Paqueta sewerage. Outstanding January 1, 1931, £68,230;
annual interest, £4,311 (provided for in appropriation for ministry of Educa-
tion and health).

Nine per cent Copacabana sewerage. Outstanding January 1, 1931, £300,477;
annual interest, £9,615 (provided for in appropriation for ministry of edtica-
tion and health).
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A credit of £6,510,000 granted to the Bank of Brazil and due to be repaid by
January 23, 1933.

Advances of 150,000 paper contos made by the Bank of Brazil to the Coffee
Institute for the purchase of stocks of old coffee.

BANKING, CURRENCY, AND EXCHANGE

In view of the difficulties caused by the revolution, the Federal Government
on October 6, 1930, declared a bank holiday for 15 days. A subsequent decree
extended the period to November 30. The incoming Government, however
on October 27 revoked the decrees relating to the extended bank holiday and
decreed a moratorium, whereby, under the provisions of successive decrees, the
due dates of bills and contracts falling due between October 3 and November 30
were eventually legally prorogued a total of 105 days in the Federal district
(city of Rio de Janeiro) and 120 days in the rest of Brazil. During the last 60
days of the extensions mentioned, 25 per cent of the debt was to be amortized
every 15 days, Obligations falling due in December were prorgued 60 days,
with fortnightly payments of 25 per cent of the total. During the moratorium
withdrawals of interest-bearing bank deposits were limited to certain percentages
of the amounts deposited.

Shortly after the close of the year the Banco Pelotense, the Banco do Espirito
Santo, and the Banco de Petropolis suspended payments.

During the year heavy gold exports were made, and as a result gold holdings
of the Caixa de Establizacao (stabilization office) dropped from the equivalent
of 848,234 paper contos at the end of 1929 to 130,135 paper contos on October 4,
1930. Early in October, the conversion of notes by the Caixa de Establizacao
was suspended, and on November 22, 1930, a decree was issued abolishing this
office and transferring its functions to the Bank of Brazil. By the same decree
the gold holding of the Caixa were to be transferred to London to the credit of
the representative of the Brazilian National Treasury for making payments on
Brazil s external debt, and exchange of notes, when resumed, was to be made
only by sight drafts drawn on ondon by the Bank of Brazil. After the outbreak
of the revolution In October, the national treasury assumed responsibility for the
note issue of the Bank of Brazil, amounting to 592,000 paper contos, and the gold
reserve against these notes of £10,000,000 was released. Subsequently the
Bank of Brazil issued on its own account notes amounting to 170,000 paper contos,
which were in circulation at the end of the year and are inconvertible. In addi.
tion to the foregoing issues, inconvertible treasury notes in circulation at the
end of the year amounted to 1,951,570 paper contos, so that adding the Bank of
Brazil Issue of 592,000 pa per contos, mentioned above, the total treasury issue
in circulation at the end of the year was 2,543,570 paper contos. As a result of
the release of gold reserves and gold exports, gold held against note circulation
at the end of 1930 was practically nil,& compared with a reserve of approximate
87 per cent at the end of 1929. Changes In the note circulation, gold reserves
and Bank of Brazil credit during 1930 are shown by the following figures extracted
from the Niemeyer report:

Note ¢irculation, gold reserves, and Bank of Brazil credit

Notes (thousands of paper contos) Bank of
Brazil

Gold discounts
Date Apo Active ( millions ana

Bank of Stabiliza. (a cive of pounds s.tion Tota holing¢reula. trln)thou.
Treasury Brazil tion Total holding tion sands ofoffic of Bnk~eof Brazil papercontos)

Doe'r 99 1951 89 848 3,392 6g0 %,702 30.9 1,39
March, 1930 .......... 1951 692 651 3,194 643 ,51 26.0 ,68
June, 1930 ............ 1,951 592 339 26883 09 ,374 18.3 1,32
July, 1930 ............ 1,951 592 243 2,787 469 ,318 16.0 1,311
AUr 19301.........,91 592 18 2,711 415 2296 14.1 1,345
September. 1930. 1,951 692 132 2 676 838 2,338 13.3 1,376
October, 1930 ......... ,548 170 129 2842 166 2,676 6.5 1,264
November, 1930 ... 543 170 129 3,842 265 3,77 4.1 1,255
December, 1930 ... 2543 170 129 2.842 $23 2,619 .......... 1,262

$ It should be noted, however, that article 8 of the decree of Nov. 2, 1930 abollsbing the stabilization
office provided that the Bank of.Brazil was to reserve resources so as eventual to withdraw notes of the
stahihuatlon ofllce In circulation by means of sights drafts on London.
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After remaining comparatively firm in March, April, and May, the exchange

value of the milreis subsequently showed a tendency to weaken. In October,
a; a result of the revolution, a decree was issued restricting the purchase of export
bills to the Bank of Brazil and limiting the amount of cover which the Bank of
Brazil might furnish to other banks to £1,000 daily to each bank. These restric-
tions continued in effect until near the end of November, when a Jlecree was made
public which removed the restrictions on exchange operations of the banks that
had been put into effect in October. However, exchange operations were still
subject to restrictions established by the inspector general of banks. In Decem-
bei, the Bank of Brazil continued to support exchange, and the rate in terms of
United States currency at the close of the year was around 9.7 cents.

CHILE

After considerable expansion in Chilean business activity in 1928 and 1929 a
reversal occurred in 1930, an indication of which is evidenced in the following
comparison of the foreign trade figures for 1929 and 1930.

Chilean trade balance, 1929 and 1980

Item 1929 1930

Peoe Pesos
ExpOrts ................................................................. 2,289,800,000 1,324,900,000
Imports ................................................................. 1 630,60, 000 1,397,W 0 o000

Trade balanoe ..................................................... +659, 0. 000 -72,700, 000

The precipitous drop in exports noted in the foregoing table reflects the un-
satisfactory status of the nitrate and copper industries, which in 1929 accounted
for 83 per cent of Chilean exports. It will also be observed that imports declined
much less abruptly than exports; as a result, an ordinarily large favorable trade
balance was converted into an unfacorable balance.

In the absence of sufficiently strong compensating factors this entailed a drain
on the gold reserves of the Central Bank, which dropped 106,934,473 pesos
during the year.

GOVERNMENT REVENUES AND EXPENDITURES

The ordinary budget for 1930, as originally enacted, calculated revenues and
expenditures at 1,214,650,000 pesos (1 peso equals $0.1217 at par) and 1,159,-
323,798 pesos, this anticipating a surplus of 55,326,202 pesos. An estimated
surplus of 45,000,000 pesos carried over from 1929 is included in the figure for
estimated revenues. According to a report of the Minister of Finance of October
4, 1930, subsequent to the approval of the original budget authorized ordinary
expenditures were increased 31,000,000 pesos by the passage of special laws.
At the same time, it was reported that in view of the fact that actual revenues
in 1930 had been below budget estimates, the Goveinment had decreed various
reductions in authorized expenditures estimated tc total 89,870,109 pesos.

According to reports of the comptroller general, ordinary revenues and ex-
penditures in 1930, compared as follows with those cf the previous year, were
as follows:

92928-32-r 2- 32
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Ordinary revenues and expenditures of Chile

Item 1929 1930

ORDINARY REVINUES I

Surplus carried over from previous year .........................
National properties ..............................................
National services ...................................................
Direct and Indirect taxes ................................................
Miscellaneous ...........................................................
Paytrents of other entities for loan services ..............................

Total ............................................................
ORDINARY BXPENDITLRES

Executive ...........................................................
National Congress .................................................
Comptroller general ...................................................
InterF or .................................................................
Foreign affairs ..........................................................
Finance .................................................................
Public Instruction .......................................................
Justice ..................................................................
w ar ....................................................................M arine .................................................................
Development ...........................................................
Social welfare ...........................................................
Southern property ......................................
Agriculture ..............................................................
Debt service ............................................................
Purchase of bonds for emergency fund ..................................

Total ............................................................

Pesos Pesos
34,006, 015 77,622,402
28.561.816 30,213,068
70,487,285 68,510,053

1,062,162,061 903,171,431
70, 428, 02. 50,049,039
1,910,440 3,245,542

1,267,56,419 1. 132, 811, 35

907, 28 j 1,760,758
7, 594, 872 7,813, 638
5,903,068 6,545,114

138: ,, W 152,138,09720,990.9W 17, 306,145
224.164934 173:675,250
160,46,991 156, 007,631
29,587,105 27,749,566

121.589,964 102,040941
115,018,970 100,8 2S. 467
51,322,584 49.634,283
40.361.10,5 38,132,609

186.736 I 4,336, 874
2,464,70

257,800,;46 279,930,974
15,406.169 5, 145, 101

1, 189,034,017 1,131,490,328

From the foregoing figures it will be seen that, including the surplus carried
over from 1929, revenues in 1930 exceeded expenditures in that year by 1,321,207
pesos. In this connection, however, it should be pointed out that in the report of
October 4, 1930, previously mentioned, the Minister of Finance stated that the
surplus carried over from 1929 included advances to the Nitrate Promotion Insti-
tute amounting to 55,273,521 pesos and 19,845,895 pesos due from delinquent
debtors, which in all probability would be uncollectible If these sums be de-
ducted, ordinary ooperations in 1930 actually resulted in a rather substantial
deficit instead of a small surplus.

The extraordinary budget for 1930 as originally passed authorized expenditures
of 390,797.575 pesos. This figure, however, does not include expenditures
authorized inder confidential laws (leyes reservadas) of 100,000,000 pesos, thus
raising authorized expenditures to 490,797,575 pesos.

In this connection the Minister of Finance, when presenting to Congress the
extraordinary budget project for 1931, called attention to the fact that the
extraordinary budget and plan of public works law (Law 4303. of January, 1928),
which fixed the aggregate maximum amount of loans authorized over a period of
six years at 1,575,000,000 pesos had been considerably exceeded by the addition
of confidential laws eyess reservadas) and special lfws, as shown by the following
table:

Loans authorized under Chilean extraordinary budget and plan of public works and
by confidential and special laws

[Millions of pesos)

Law 4303,
plan of

Year public
works and

a cqtuisitiow:

192 ........................................... 200
1929 .................................................. 225
1930 .................................................. 250
1931 ............................................. 275
1932 .................................. . ............ 3001933 ..................................................:.1 325
1934 .................................................. ..............

Total ............................................ 1,575

Law 4399,
1928-29, andi Total
Law 1s24, Speciallaw authorized

1930-34 (re-:
servadas)

100 60.8 360,8
100 263.0 5S8.0
100 &1.0 404 0

70 ............ 345.0
45 ............ 315.0
25 .......... 350.0
10 ,............. 10.0

450 377.8 2,402.8
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An earlier report of the ministry of finance had pointed out that expenditures

chargeable to the plan of public works and other laws of extraordinary funds from
January 1 1928, to August 31, 1930, totaled 1,295,413,212 pesos, of which
125,178,967 pesos was for redemption of 8 per cent internal bonds and 352,983,652
pesos, represented expenditures for national defense and other purposes by the
ministries of war and marine and the subsecretariat of aviation. Previously the
ministry of finance had stated that expenditures of the ministries of war and
marine under confidential laws (leyes reservadas) during four and one-half years
-ended June, 1930, totaled 443,300,000 pesos.

Revenues and expenditures under the extraordinary budget, plan of public
works, and other special laws during the year 1930 were as follows:

EXTRAORDINARY REVENUES

Proceeds of bonds issued other revenues in 1930: Pesos Pesos
Bonds of the external debt ------------------ 280, 806, 439
Bonds of the internal debt ------------------ 149, 565, 342

Total ----------------------------------- 430, 371, 781
Loss in placement (discount) ---------------- 45, 429, 905 384, 941, 876

Bank advances and provisional notes issued in antici-

pation of loans ------------------------------- 301, 250, 000
Loss in placement (discount) ----------------- 6, 325, 786

294,924,214
Transfer to the account of N. M. Rothschild & Sons..- 36, 625, 205

- 258, 299, 009
Transfer of funds (Law 4144) and various repayments ----------- 14, 106, 963

Total funds received in 1930 --------------------------- 657, 347, 848

Less bank advances outstanding Dec. 31, 1929, liquidated in 1930- 75, 652, 000

Total extraordinary revenues -------------------------- 581, 695, 848

EXTRAORDINARY EXPENDITURES

Balance overdrawn Dec. 31, 1929 ----------------------------- 25, 029, 307
Investments in 1930:

Law 4757, first part, plan of new works ------- 283, 882, 956
Law 4757, second part, special laws ----------- 46, 795, 209
Law 4824, works and acquisitions of war and

marine ---------------------------------- 89, 192, 737
Other special laws financed by loans ---------- 115, 213, 838

535, 084, 735
Uninvested balance Dee. 31, 1930 --------------------------- 21, 581, 806

Total extraordinary expenditures ----------------------- 581, 695, 848

fThe ordinary budget for 1931, signed by the president on December 29, 1930,
calculates revenues and expenditures at 1,039,617,387 and 1,039,159,914 pesos,
respectively. The extraordinary budget for 1931, enacted in January, 1931,
authorized'expenditures of 275,818,333 pesos, of which 255,000,000 pesos were
to be obtained from loans, and the remainder from unexpended balances carried
forward from loans authorized in previous years.

PUBLIC DEBT

The Chilean National Government floated long-term foreign loans of
$25,000,000 and 60,000,000 Swiss francs during 1930. Adverse conditions in
foreign bond markets precluded further long-term financing and, Vs a result
bankers' advances and short term notes in anticipation of loans increased
markedly during the year. Several internal long-term loans were also floated.
The foregoing operations are reflected in the following comparison of the public
,debt of the Chilean National Government at the end of 1929 and 1930, as reported
by the comptroller general.

I .
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Increase in Chie n public debt

item Dec. 31, 1929 Dec. 31, 1930 Increase

Direct debt: Pease Pesos PesOs
External .............................................. 2, 289.340,237 2, 482, 812,599 193,472,382
Internal .............................................. 322,893,333 457,813,823 134,919,999
Bank advances and shbot.Stm notes tsned in antki-I

patton of loans ...................................... 75.900000 301,250,000 225,3 0,000
Total ....................-.-.-.---------.......... 3.570 3,241.875,922 553,742 352

Indirect debt: I
External ..................................... 1 ,495318 1, 183, 61,437 115,068,119
Internal ..................................... 64, 347.500 49,947,000 1 14,400, 00

Total1 .............................................. 1 13Z 61 1, 233,806, 437: 100,65,619

In addition to a foreign loan of 25,000,000 Swiss francs guaranteed by the
national Government and included in the external indirect debt as of December
31, 1930, the city of Santiago also floated during 1930 a $2,200,000 loan in the
United States, which is not guaranteed by the Government.

Service on the Chilean foreign debt was regularly made in 1930.6

ORGANIZATION OF THE COSACH

An outstanding development of the year was the enactment of a law (No. 4863,
of July 21, 1930, providing for the consolidation of the Chilean nitrate industry
into one company known as the Nitrate Co. of Chile (Cosach). Under the pro-
visions of this law the Government obtains direct participation in the profits of
the company as a result of receiving one-half of its shares in exchange for Govern-
ment-owned nitrate lands containing upward of 150,000,000 metric tons of recov-
erable nitrate and for exemption from the export tax on nitrate and iodine. In
order to assure the Government a fixed minimum income during the early years
of the company's operation, the law also provides for receipt by the Government
of the following minimum amounts in the years 1930 to 1933, inclusive, in lieu of
income tax and dividends on its shares: 1930, 186,000,000 pesos; 1931, 180,000,000
pesos; 1932, 160,000,000; pesos 1933, 140,000,000 pesos.

At the close of 1930 the company bad not yet been organized, but certain modi-
fications in law 4863 were effected by decree (law 12 of February 24, 1931), and
shortly afterwards necessary financing was accomplished by the sale of bonds
abroad.

Companies representing considerably more than the minimum number of shares
of stock necessary to release the proceeds of the bond financing expressed adher-
ence to the Cosach, and the consolidation became effective.

Among other provisions, law 12 of February 24, 1931, provided that Cosach
could effect the minimum payments due the Government in 1932 and 1933 by
tendering bonds at the rate of 110 per cent of the amounts due instead of cash.
These bonds, as well as others that the corporation may determine, are to be
secured by a fund created through the payment by Cosach and its subsidiaries of
60 pesos per ton of nitrate extracted. In each calendar year this tax will be
suspended for the remainder of the year as soon as the service on the bonds thus
secured is met.

BANKIO, C URRK=C, AN EXCHANGE

Up to August 4, 1930, the Central Bank's discount rates were 6 per cent for
operations with the banks and 7 per cent for the public. On the date mentioned
the discount rates were raised I per cent and no further changes were made dur-
ing the year.? According to a report of the Central Bank, the total volume of
credit granted by commercial banks and the National Savings Bank was reduced
about 10 per cent from March to the end of the year, while their deposits declined
about 14 per cent during the year. On the other hand, the Agricultural Credit
Bank and the Industrial Credit Bank increased by 24 and 41 per cent, respec-
tively, the amount of credit granted during 1930; outstanding loans of these

* On July 15, 1931, the Chilen Gaovammm nmaseud that payments ou the foreign debt for thm re-
mainder of July would be deported in Chile istad of being remItted abroad. Subsequently even the
depits In Chile were smupende

IIn May, 1931, the Central Bak's dcmmt rae wo raised to 9 per oent for member bank and 10 per
cent for the public.

I I I
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institutions totaled 167,000,000 and 31,000,000 pesos, respectively, on December
31, 1930. The value of protested bills increased about 80 per cent over 1929,
and insolvencies and bankruptcies also increased, especially in the closing months
of the year. Santiago bank clearings decreased from 7,003,400,000 pesos in 1929
to 6,111,000,000 pesos in 1930. The stock market was dull and the trend in
prices of stocks, mortgage bonds, and Governent bonds during 1930 was down.
ward.

The total amount of foreign bills sold by the Central Bank during 1930 ex-
ceeded purchases by 117,400,000 pesos, and the total gold reserves of the bank,
after deducting Government deposits in foreign currency and time drafts out-
standing, dropped from 447,723,197 to 340,788 724 pesos, and the note circula-
tion from 351,620,450 to 305,837,230 pesos. The legal and total gold-reserve
ratios of the central Bank declined from 59.11 and 94.87 per cent, respectively,
on December 27, 1929, to 52.82 and 86.79 per cent, respectively, on December 26,
1930. The exchange value of the peso was steady throughout the year.

BALANCE OF PAYMENTS

The Central Bank of Chile published in its August monthly bulletin the
following estimate of some of the more important items of the balance of pay-
ments of Chile in the first half of 1930. Certain items that are known to enter
into the balance of payments were not estimated because of lack of data- hence
the following should not be regarded as a complete exposition of the Chilean
balance of payments for the period mentioned.

Esimate of some important items in the balance of payments of Chile

First semester, 1930
Item

Credit Debit

Peeo# Pesos
loans and advances contracted abroad by the Oovernment ................. 478, 697,400 ..............
Payment of old advances ........................................................... 106, 712,0
Municipal and other loans ......................................... 85,203,00..........
Service of external direct debt of national Government ...................... ............. 123,207,000
Service of external debt of muncipalitles, railways, and other entitles ...................... 16 546, 000
Service of external debt of National Mortgage Bank (Caja de Credito Hipo-

tecarlo) ................................................... ...................... 27,336,8
Payments to public employees abroad and contributions to institutions

abroad ....... ...................................................................... 11,300,000
Payments of national Government abroad for new ships for navy, repair,

armaments, and acquisition of real estate.......................... ............. 45,000,000
Merchandise exports ............................................. 657,100,000...........
Merchandise imports............................................. ............. 770,300,000
Consular fees ................................................................ 16,300,000 8,000,000
Tourists, immigrants, and immigrant remittances ........................... 15,000,000 20, 000, 00

itrate propaganda ................................................... ... ............. 13, 000, 000
Investment of new foreign capital In Chile .................................. 40,000,000 ..............
Yield on foreign capital Invested in Chile ................... .............. 280,000,000
Increase In debit balances of the commercial banks with their correspondents

abroad ................................................................... 15, 423, 000 ..............
Decline in gold reserves of Central Bank ................................... 69,630,000.........

COLOMBIA

As a result of the decline in coffee prices the tightening of credit, the curtail-
ment of public works construction, and other factors, the trend of business ac-
tivity in Colombia continued downward in 1930. Imports Government revenues,
note circulation, gold reserves, and bank clearings showed marked declines. On
the other hand, exports held up quite well, largely because of the increased vol-
ume of coffee shipments and the maintenance of petroleum exports. Conse-
quently, a great improvement occurred in the balance of trade, as the following
figures show.

Colombian balance oJ trade, 1929 and 1930

Item i1929 1930

Pesos Pesos
Exports ..................................................................... 120,871,945 112,708, 49
Imports ..................................................................... 12,376,990 62,841,091

Favorable trade balance ...................................... '494,9 49,867,458
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In wa :dltion to the Improvement in the trade balance, the energy with which
the financial problems confronting the nation were handled by the new adminis-
tration which took office in August, 1930, was undoubtedly on of tile outstanding
features of the vear. Nevertheless the year closed with a large accumulated
deficit in the national treasury and the financial position of most of the depart-
ments and municipalities was very difficult.

GOVERNMENT REVENUES AND EXPENDITURES

The year 1930 marked a distinct change in the financial policy of Colombia.
At the beginning of the year the accumulated floating debt totaled approximately
18,000,000 pesos (1 peso equals $0.9733 at par). Of this amount only a small
portion had been covered by short-term loans, the great bulk being represented
by treasury warrants, indebtedness to departments, etc. The budget for 1930
had anticipated revenues of 62,000,000 pesos, but actual collections soon showed
that the estimates had been far too optimistic. In the early part of the year, so
great was the deficiency that the Government was forced to resort to arrange-
ments whereby certain receipts (petroleum royalties, income taxes, etc.) due in
the second half of the year were paid in advance.

Shortly after taking'office, the new administration made a careful survey of
the Government's financial position. This survey indicated that the accumulated
deficit at the end of 1930 would total about 32,000,000 pesos, on account of the
fact that important sums norm'ally received by the Government in the second
half of the year had already been piaid. Arrangements were made with American
bankers for short-term loans amounting to $20,000,000, an issue of internal bonds
in the amount of 6,000,000 pesos was authorized, and plans were made to cover
the remainder of the deficit from other sources. Despite the introduction of
economy measures, the year's operations showed a budgetary deficit of around
12,600,000 pesos, and the accumulated deficit at the end of 1930 was slightly
over 30,600,000 pesos. The issuance of treasury notes reduced the treasury
deficit at the end of 1930 to a little over 25,600,000 pesos. Actual revenues and
expenditures of the Colombian National Government in 1929 anld 1930, as
reported by the comptroller general, were as follows:

Revenues and expenditures of Colombia, 1929 and 1930

Item 1929 1930

RBVRNUS
Ordinary: H Pesos Pesos

Customs and surcharges ................................................ 40.722, 091 21,220,297
Salt mines and deposits ................................................. 3,015,256 2,707. 862
Telegraphs, cables, and radio .......................................... 2. 563,190 2,195, 9M
Mails .................................................................. 949,773 1.071,201
Petroleum, mines, forests, etc ........................................... 2,851,977 2, 205.373
Income ta .............................................................. 2,6. 909 3, 323,653
Consumption tax ....................................................... 3,443,013 2, 429, 821
Al iscellaneous taxes ..................................................... 4,798, 172 4.214,202
Railways ani cables .................................................... 11,230,392 8,103,105
sundry revenues ........................................................ 2,938,151 1.820,5N

Total ................................................................. 76,238,924 49,357,918
Extraordinary .......................................................................... 14,993,432

Grand total ........................................................... 75,238,924 54,351,350

Government ................................................................ .84M.821 8.919,030
Foreign aftairs .............................................................. 1,304,417 1,027,888
Finance and public credit ................................................... 17,613,824 20,840,752
War ........................................................................ 7,716,808 4,325 273
Industries ................................................................... 2,494,096 1,743,101
National education .......................................................... 7,189,193 4,400,095
Malls and telegraphs ........................................................ 7,163,792 6,635,028
Public works ............................................................... 29.7-45,658 14,248,684
Comptroller ................................................................. 610.341 583,028
Supplies .................................................................... 20,669 262,877

Total .................................................................. 84,025,618 61,991,75

1 This represents the portion of treasury warrants Issued In 1930 which was used to cover expenditures
pertaining to that year.

I Comprises both ordinary and extraordinary expenditures.
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The comptroller's report for the year 1930 outlined the fiscal operations of the

year as follows: Pesos
Deficit on Jan. 1, 1930 --------------------------------------- 17, 993, 003

Pesos
Expenditures charged to appropriations ----------- 40, 387, 089
Reserves for obligations contracted and chargeable to

the year 1930 ---------------------------------- 12, 604, 666

Total expenditures ------------------------- 61, 991, 755
Revenues in 1930 -------------------------------- 49, 357, 917

Budgetary deficit of 1930 ------------------------------ 12, 633, 838

Total deficit, Dec. 31, 1930 --------------------------- 30, 626, 841
Less part of the issue of 0,000,000 pesos of treasury notes applied to

payment of expenditures and reserves of 1930 --------------- 4, 993, 433

Treasury deficit, Dec. 31, 1930 -------------------------- 25, 633, 408
An important development of the latter part of the year was the visit to

Colombia of a commission of American financial experts headed by Prof. E. W.
Kemmerer. The commission made studies of the financial, tariff, and banking
situations, and near the end of the year various bills embodying its recommenda-
tions were presented to Congress.

PUBLIC DEBT

The only long-term loan floated abroad by any Colombian political entity
during the" year was one of $500,000 issued in the United States for the city of
Barranquilla. According to compilations of the Revista del Banco de la Re-
publica, outstanding long-term foreign loans of the national Government, the
departments, municipalities, and the Agricultural Mortgage Bank totaled
176,902,494 pesos at the end of 1930, compared with 181,701,738 pesos at the
end of 1929, the reduction being due, of course, to sinking-fund operations.

The balance sheet as of December 31, 1930 contained in the comptroller's
report for 1930, itemized the public debt (exclusive of contingent liability on
account of bonds of the Agricultural Mortgage Bank guaranteed by the Govern-
went) of the GovernmentI as follows: Pesos
Internal debt ----------------------------------------------- 20, 913, 370
External debt ---------------------------------------------- 66, 151,380

Total ------------------------------------------------ 87, 064, 750
Loans of gradual amortization -------------------------------- 530, 762
Paper money in circulation ----------------------------------- 7, 930, 709

Total ----------------------------------------------- 95, 526, 221
In addition to the foregoing, current liabilities on December 21, 1930, including

short-term bank loans of 12,824,354 pesos, were reported at 43,196,839 pesos
compared with current assets of 17,563,431 pesos. The difference, 25,633,409
pesos, is the accumulated deficit as of the end of the year.

BANKING, CURRENCY, AND EXCHANGE

The trend of banking operations during 1930 is indicated by the following
year-end comparison of selected asset and liability accounts published in reports
of the superintendent of banks, which cover all banks in Colombia except the
Banco de ]a Republica.
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Selected consolidated items of Colombian banks

Item Dec. 31, 1929 Dec. 31, 1930

A83ETS Pe4co PeOW
Cash ....................................................................... 7,019,844 6,288,206
Deposits In the Bank of the Republic ....................................... 4 ,487,683 3,817,220
Loans discountable with Bank of the Republic .............................. 37 461,258 33, 229,097
Loans not discountable with Bank of the Republic .......................... 46, 037, 0H 41,393,89
Due from foreign correspondents ............................................ 9,137,681 7,367,362
Mortgage loans ....... .... .................................. 84, 50, 291 82,841,317

LIABILITIES

ht deposits ............................................................ 40,780,736 31,281,147
a dep sits ............................................................. 16, 46, 94 17,437, 388

savings deposits ............................................................ 9,481,192 9,801,490
Due to foreign correspondents:
IN Sight .................................................................... 4,657,31 3517,417

Time ................................................................... 19, 580250 19,195,786
Mo rtagec edulm ......................................................... 77712,700 77, 41.813Capital and legal reserves ................................................... 51,070,811 61,669,344

Bogota bank clearings declined from 283,692,000 pesos in 1929 to 156,706,000
pesos in 1930. The value of bills, notes, and checks protested in Bogota dropped
rom 1,550,000 pesos in 1929 to 1,03,000 pesos in 1930.

The discount rate of the Banco de la Republica for operations with share-
holding banks was lowered from 9 to 8 per cent on May 21, 1930, a i d to 7 per
cent on September 18, which rate was in effect at the end of the year. Note
circulation of the Banco de la Republica (the central bank) declined from
39,074,000 pesos at the end of 1929 to 27,357,000 pesos at the end of 1930, and
its total gold reserves from 37,748,000 to 27,417,000 pesos. Owing to the fact
that the decline in not circulation was larger than the decline in gold holdings,
the legal gold reserve ratio of the bank increased from 67.32 to 74.43 per cent,and total gold reserve ratio from 83.89 to 84.97 per cent. Exchange was steady

throughout the year.
In December a law was enacted reducing the minimum legal reserve ratio of

the bank from 60 to 50 per cent and removing the stipulation as to the per-
centage of legal gold reserves that might be held abroad.

COSTA RICA

According to the President's message to Congress of May 1, 1931, the inter-
national trade of Costa Rica dropped from 153,500,000 colones (the colon is
stabilized at $0.25) in 1929 to 108,750,000 colones in 1930. However, since the
larger part of this decline was accounted for by greatly reduced imports, there was
a favorable trade balance of around 22,000,000 colones in 1930 compared with
an unfavorable balance of about 8,000,000 colonies in 1929. Coffee accounted
for approximately two-thirds of total exports.

GOVERNMENT FINANCES

In his message the President stated that "the effect of the crisis bs been most
evident in the fiscal order. Ordinary revenues in 1930 totaled 27,468,499 colones,
and were nearly 3,750,000 colones less than budget estimates and almost 8,000,000
colones less than the previous year. Customs revenues in 1930 totaled 12,579,324
colones, or 34.49 per cent below those of 1929, and liquor revenues totaled 4,384,725
colones, a decline of 20.48 per cent compared with 1929. Pacific Railway revenues
of 2,332,200 colones were nearly 1,500,000 colones less than in the previous year.
This drop was attributed to a depression in the lumber business and to the fact
that the railway transported only 24.84 per cent of the coffee exported in 1930,
compared with 90 per cent in 1929.

Actual expenditures were 32,513,819 7 colones, or 5,045,320 colones in excess
of revenues. The President stated, however, that 5,385,427 colones represented
extraordinary expenditures for roads, schools, and water mains, so that ordinary
expenditures were reduced to 27,128,391 colones.

Actual revenues and expenditures in 1930, compared with actual figures for
1929, were reported by Consul Edward Caffery, San Jose, as follows:
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Ordinary revenues and actual expenditures of Costa Rica

Item

OIIDINARY REVENUES

Customs duties .............................................................
Liquor monopoly ...........................................................
Post Office Department .....................................................
Document taxes:

Paper ...................................................................
Stamps .................................................................

Telegrams ...................................................................
Pacific Railway I ............................................................
Export tax (coffee) ........................................................
National Printing Office ...................................................
Public registry ..............................................................
Luxury tax I ................................................................
Commercial licenses .........................................................
Sundres ....................................................................
Direct taxes ................................................................
Banana export tax .................... . . .....................

Total .................................................................
ACtUAL EXPENDITURKS

Legislative power ...........................................................
Judicial power ..............................................................
Interior and judicial police ..................................................
Public health .......................................................
Public works ...............................................................
Foreign affairs ..............................................................
Justice ......................................................................
Religion .....................................................................
Public education ....................................................
Public safety ........................................................
Treasury and commerce .....................................................
Service of the public debt ...................................................

Total.................................................................

1929 1930

Colones Colones
19,201,514 12,579,324
5,614,315 4,384,725

372,611 461, 9

262,409 216,876
360,80W 320.882
24380 210,795

3,794,529 2, 332,200
2,502,623 2,907,338

27,589 31,081
94,159 86,324

918,358 693,418
542,117 54, 875
264,952 349,680

1,004,846 1,990,870
242,777 325,456

35,395,987 27,468,4909

407,879 425.163
990,340 1,110,790

2,910,645 2,974,910
1,048,554 1,191,594

13,378,625 9,942,439
434,079 432,110
74,260 91,575
56,137 80,696

4,826,432 5,034,112
2. 668.797 2,714,218
4,307,640 3,281,005

S,00,6 78 '5,235,207
36, 220, 066 32,513,819

I Gross.
' Surtax on Importations of tobacco, cigars, cigarettes, lighters, playing cards, and champagne, called

"Impuesto de conversion."
I Interest and commissions only.

Despite a certain amount of borrowing from local banks for the purpose, it is
understood that the Government was in arrears in some salary payments at the
end of the year.

PUBLIC DEBT

The Government was unable to float authorized long-term foreign loans during
the year, although a short-term loan of $1,000,000 was obtained from an American
bank to repay another short-term loan previously obtained from another American
bank. In the early part of the year the Civil Tribunal of the Seine (France)
rendered judgment against the Government of Costa Rica; in other words, it
decided that coupons of the 1911 franc loan must be paid in prewar gold francs.
However, the greater part of the loan had been redeemed previously as a result
of an agreement reached in 1925 with a very large proportion of the bondholders.
According to a report from Consul Edward Caffery (San Jose), the public debt
at the end of 1930 and at the end of the previous year was as follows:

Public debt of Coa Rica

Item Dec. 31, 1929. Dec. 31, 1930

Internal debt:
Bearer bonds ............................................................
Administration accounts ................................................
Consolidated debt .......................................................
Banks and bankers .....................................................
Drafts payable ..........................................................
Municipalities ......................................................
Foreign correspondents .............................................
Sundry .................................................................

Total .................................................................
External debt:

French debt ............................................................
English debt ............................................................
American debt ..........................................................
Electrification of the Pacific Railway ....................................

Total...................... ......... ...............
Total national debt ...................................................

Cotones alone
2,190,398 2,100,013
1,731,157 2, 550,241
1,205,633 1,183,549
7,528,888 9,515,416

543,984 1,220,60
47,044 61,648130 4. ,0,0

4,600, 9M3 5,126,045
17,854,157 25 753, 562

902,240 904,031,412, 139 I 30.447,000
30,402,000 29, 790,000
7,200,000 7,200,000
9.916.,379 K 8 41, .190

K 7-70,53 1-9R,-094,752
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One of the pressing financial problems at the end of 1930 was the funding of
the floating debt.

BANKING, CURRENCY, AND EXCHANGE

Money was fairly tight throughout the year. In the later months banks
reported an improvement in collections from the better firms. In general,
collections on new obligations were good, but those on old obligations were very
difficult.

Monetary circulation (exclusive of United States currency) declined from
20,469,000 colones at the end of 19219 to 18,433,000 colones at the end of 1930.
The gold reserves of the Caja de Conversion, largely composed of deposits in
banks abroad. declined from $835,452 at the end of December, 1929, to $339,148
on December 31, 1930, but exchange remained stabilized at 4 colones to the dollar
throughout the year. Banks discontinued the rationing of foreign exchange in
the third quarter of the year. CUBA

In large measure because of difficulties of the sugar industry, 1930 was a year
of acute business depression in Cuba. Government revenues declined, thus
necessitating reductions of Government salaries and other economies. Re-
trenchment was likewise necessary in private business, and many firms ceased
operations altogether. Banking difficulties which developed in the latter part
of September, a tightening up of commercial credits, and political tension were
among other factors contributing to the decline in business activity. The
financial position of the Government became more and more difficult as the year
progressed.

GOVERNMENT REVENUES AND EXPENDITURES

The budget for the fiscal year ended June 30, 1930, as originally enacted,
calculated revenues and expenditures at $85,450,000 and $85,392,151 respectively.
However, actual budgetary revenues fell below estimates, and in January, 1930,
a sharp reduction in salaries of most Government employees was put into effect
as a measure of budgetary relief. The final liquidation of the 1929-30 budget
is not yet available, but on the basis of the monthly figures published in the
Official Gazette it does not appear that economies effected were sufficient to
offset the decline in revenues and thus avert a deficit. The following figures
submitted by Commercial Attachd Frederick Todd (Habana) show the monthly
revenues and expenditures, under the general budget, the public works fund,
and the special funds, during the fiscal year 1929-30.

Cuban Government revenues and expenditures during 1929-80

Month I Regular Public Special Totalbudgetary works I funds ,

REVENUES i
July ................................. I $8,008260 $2,313,972 $1,218,8448 $11,540,780
August ............................. 5,0,933 2405,668 881,058 8,318,657
September.... ...................... 5,086 248 1,289,8651 741.1741 7,115,287
October ................ . . 8,090,167 2,206,659 - 195.242 1,492,068
November ................................. 8, 0,127 846,05 704,033 7,101,125
December .................................. 5,274,325 768,346 5W, 745 6,0 W, 411930: 5,7,25 7_
January ............................ 7,693,243 2. 067,479 630,547 10,391,269
February ................................ 6, 077, 570 1,085,263 660,905 7,827,738
March ..................................... 6,882,321 889,403 588, 293 8,360,017
April .................................... i 8, 231,739 2,378,932 1,430,415 12,041,606
May ....................................... I b,0W. 686 893.160 W8. 033 6, 4, 879
June ....................................... 6, 14.468 975,577 552, 274 7,692,319

Total .................................... 77,157,087 18,121,289 9. 856, 265 105,134.641

1929: EXPENDITURES
July ........................... ...... 0,043,433 604,045 1.191,987 7,839,465
August ........................ .. ..... 7,609,569 603,428 Z 284,033 10,557,530
September ................................. 6,276, 341 1,312,807 1,530,880 9,120,028
October .................................. 8. 08. 479 84,682 1,015,479 9, 9F3, 640
November ................................. 7,331,.03 648,001 1,456,498 9,436,002
December .................................. 6,568,2.18 2,834,409 1.251,149 10,653,806

1930:
January .................................... 8 5,44,555 3, 9, 511 1,272.451 10,446,847
February ................................. 0,9859.34 997,324 it 569 9,010.827
March .................................... . 6,696,264 3,099,717 , 876 10,765,847
April ....................................... 0,642,222 722,692 1,024,865 8,389,7791, Sy ....................................... 6.517.510 420670 1,1:0ON 75 8 8, 548, 844

June ....................................... .888, 685 4,802,490 1,436.026 13,127,201
Total .................................... 81,112,733 20,0W,712 16,09,071 117,4,16
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In view of the decline in revenues, the budget for the fiscal year !930-31,

enacted in June, 1930, calculated revenues and expenditures at $76,790,000 and
$76,754,617, respectively, a reduction of over $8,600,000 compared with the
previous year. However, it soon became evident that further reductions in the
budget would be necessary, and another cut in salaries of Government employees,
effective November 1, was mare. This brought the 1930-31 budget down to
around $69,500,000. During November, 1930, all projects on the special public
works program, except the Central Highway and the Santiago do Cuiba Water-
Works, were suspended. Actual revenues and expenditures for the first half of
the fiscel year 1930-31 under the general budget, the public works fund, and
the special funds were reported by Commercial Attach6 Todd, as follows:

Cuban Government revenues and expenditures during first halj of 1980-31

Month Budget Public works SpecialfunIfs, Total

1%0: REVENL'Ei
July .............. . A6 77(R 1' 39.217 $746,76,6 .9,429,718

August ............................ . 4,221,766; 2,140,762, 575, 5M 6, 938,12-6
Sel,tenber ................ .............. t 3, 438 1,342. 4.4 452,16' o,2xos
October ..................-..... ...... 6, - . M6 2,146,416 7(;, 259 9, 1M,301
November................ . ............ 3,48,495 -61. 352 6,49,070 5.04S,917
December 3,902..................3 002,907 767. % I .3,50 12 5. 029. 373
Total ....................... ....... . 29,548,997 i .b98, 225 3. I75.361 41,922, W

MO. EXPENIDTII E-
July............ .. ..... ........ ..... ,.11979 952,98 ,35,570 7,62 ,7

August .................... ............ . .148,911 414,366 1,48,325 9,051,602
• eptember .............................. 5 667,247 1, 575, 467 1,059,922 8,301.M6
October .................................6, 96897 93.,075 1, 050. 716 9,002,688
November .......................... 4, 721,416 633,650. 970.994 6,329.060
December .......................... 5,319.990 328,976 4,09.326 9,74S.292

Total .................................. 135, 399,8421 4.W.s4. &32 10.026,53 2 50,315,227

The summation of time items is $35,141,440. 2 The summation of the Ittims is $50,056,825.

By a presidential decree issued in November, an economic commission, the
chairman of which was to be the secretary of the treasury, was appointed to
study Cuba's economic and financial problems, including tax revision and new
banking legislation.

PUBLIC DEBT

In February, 1930, a $40,000,000 loan was publicly offered in the United States
for refunding indebtedness of the Cuban Governnient to American bankers on
account of works completed under the p,'ovisions of the public works law. In
connection with this loan the Cuban Government also secured a $20,000,000
credit maturing in March, 1931.

In addition, a presidential decree of October 24 approved a proposal of con-
tractors which provided for the issuance of treastlry obligations tip to $20,000,000
for financing work oil the Central Highway. The public debt on February 28,
1931, compared with September 30, 1930, wa6s reported in the President's message
of April 6, 1931, as follows: Public debt of Cuba

tem ]Sept. 30, 19Ri1 Feb 28,1931

External:
,5 per cent 'peyer, 1904 ............ ......................... $113, 49 500 $12, 93, 000
41 percent Speyer, 1909 ...................... ............. 12,163,000 11,999,000
5per cent M organ. 1914 ............. .................................... 6,087,000 5,761,0
5% per cent Morgan. IrZ ............................................ 30,2 ,600 283.157, 00
1% per cent Morgan, 1927 .......................................... 6,300.000 6,300,000
Total ..................... ........................... &S,334,100 03,211,100

Internal: -
5 per cent of 1905 ..................................................... 7,965,200 7,915,500
. per cent of 1917 ............... .......................... I:1,0o000 ,00000

Total ................................................. 5,96,5 0 8,415,500
Public works: 

-

Public works ill per cent gold bonds .... ............................. 40, 000, 000 40,000,000
Public works 5% per cent serial certilicate, ........................ 20,000,000 1S. 000, 000
fold obligations of the Treasury. 51/ per rd....................... [ 20,000,000 20, 000, 000
Contract for issue of a series of gold obligations of the Treasury at 5% per

cent .......................................................--- ......... 20.000,000
Total ............................................................... 80 ,0000- 98,000,000
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Summing up the above figures, it will be seen that the total debt, as reported,
increased from $157 299,300 on September 30, 1930, to $171,626,600 on February
28, 1931. It should be pointed out that the foregoing figures do not include the
floating debt or potential indebtedness arising from the issuance of obligations
under the Chadbourne plan for the stabilization of the sugar industry. Under
this plan bonds guaranteed by the Cuban Government in an amount no[to exceed
$42,000,000 were authorized to be issued in exchange for sugar, the bonds to be
secured by the sugar thus segregated. The obligations mentioned are, in effect,contingent liabilities of the Cuban Government which may or may not accrue,
depending upon the price at which the segregated sugar is sold.

BANKING AND CURRENCY

The business depression in 1930 is reflected in the following table prepare,4 by
Consul H. B. Quarton (Habana) showing Habana bank clearings, by months,
during 1929 and 1930.

Habana bank clearings, 1929 and 1930

Month 1929 1930 Month 1929 1930

January ............... $87,628,458 $64,479,611 August ................ $82,833,799 $54,044,343
February ............. 89,925,622 72,840,030 September ............ 65,015 287 53,150,538
March ................ 99, 06, 634 82,316,270 October ............... 70,9 736 50, 038,646
April ................. 94,482, 712 80,403,850 November........ 63, 205. 512 41,663,062
May....... .. 91,324,785 78, 173903 December ....... .63,47, 254 44,90,590
June ............... 67, 8 570 64,463,703
July ............ 77883531 63,525,334 Total ........... 953,573,900 750,004,88

Total bank loans declined from $166,654,039 on June 30, 1929, to $152,840,874
on June 30, 1930. Savings deposits were reported to have shown a declining
trend during the year.

Near the end of September the Banco dcl Comercio suspended payments, and
a heavy run developed on various other banks in Habana and outlying districts.
As a result, a few small banks suspended payments, but other banks withstood
the withdrawals, although the Banco Comercial de Cuba was subjected to a
particularly serious run.

Commercial credits were greatly restricted during the year, and collections
were very difficult.

According to estimates of the Cuban Treasury Department, the amount of
money in circulation (Cuban and American currency) declined from $138,379,295
at the end of June, 1929, to $127,043,185 at the end of June, 1930. According to
the same source, imports and exports of money in the calendar year 1930 totaled
$43,380,000 and $63,310,240, respectively, a net export of money of $20,230,240
thus resulting. DOMINICAN REPUBLIC

General economic conditions in the Dominican Republic during 1930 were
very unfavorable. In addition to the low prices prevailing for the country's
principal export products, such as sugar and cacao, a number of other develop-
ments occurred to slow up normal business activities. These included the rcvo-
lution of February, 1930, and an ensuing presidential election. Finally, on
September 3, a terrific hurricane caused great damage to the capital of the
Republic.

Complete actual results of the Government's financial operations during 1930"
are not yet available, but declining revenues and other factors, such as the increase
in debt service due to the commencement of fixed monthly sinking-fund payments
on the bonded debt, made the financial position of the Government difficult.
Gross customs collections dropped from $4,989,527 in 1929 to $3,594,568 in 1930,
a decline of approximately 28 per cent. Moreover, nearly two-thirds of the entire
customs revenue was applied to the service of the bonded debt, so that the amount
actually received by the Government from customs receipts was the lowest since
1921. At the same time, sinking-fund payments on the debt were the largest,
with one exception, in the history of the country. As a result, in the absence of
the flotation of new series, the bonded debt declined from $19,684,000 at the end
of 1929 to $18,281,500 at the end of 1930.

Commercial collections were exceedingly difficult in 1930, and there was a very
large amount of overdue obligations outstanding at the end of the year.
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ECUADOR

According to a report from Consul General Harold D. Clum (Guayaquil), the
year 1930 brought no abatement of the severe business depression which has pre-
vailed in Ecuador with increasing intensity for the past three or four years. In
addition to the economic depression from which the country has been suffering
due to diseases in the cacao plantations and to other local causes, the world
economic crisis accentuated difficulties in 1930. The year was characterized by
a fall in prices of most of Ecuador's export products and also by a diminution in
quantity of some of them. These factors, together with a stringency of money
and credit, greatly reduced buying power and increased the difficulty of effecting
collections.

GOVERNMENT REVENUES AND EXPENDITURES

The national budget for 1930 calculated revenues and expenditures at 64,037,-
200 sucres (1 sucre equals $0.20 at par). The final liquidation of the 1930
budget has not yet been effected, but actual results of the year, including the
supplementary period up to January 31, 1931,8 were as follows:

ACTUAL REVENUES
National properties: Sucres

Railways ----------------------------------------------- 1, 859, 306
Mines ------------------------------------------------ 1, 315, 877
Rental of real estate ------------------------------------ 110, 495
State industries ----------------------------------------- 42, 356

Total ------------------------------------------------ 3, 328, 034

National services:
Port dues ---------------------------------------------- , 577, 859
Posts -------------------------------------------------- 814, 493
Telegraphs --------------------------------------------- 468, 779
Telephones --------------------------------------------- 130, 495

Total ------------------------------------------------ 2, 991, 626

Taxation:
Direct taxes -------------------------------------------- 4, 515, 926
Indirect taxes ------------------------------------ 25, 066, 432
Documentary taxes -------------------------------------- 2, 571, 257
Monopolies --------------------------------------------- 19, 582, 365

Total ------------------------------------------------ 51, 735, 990

Miscellaneous revenues -------------------------------------- 2, 056, 791

Grand total ------------------------------------------ 60, 112, 141

[Nou.-Tbe summation of the itens making up tho grand total is 60,112,441.1

ACTUAL EXPENDITURES

Legislature ------------------------------------------------- 529, 486
Judiciary --------------------------------------------------- 936, 071
Presidency -------------- * --------------------------------- 150, 539
Government police, public works, etc -------------------------- 17, 470, 294
Foreign relations -------------------------------------------- , 833, 726
Public instruction, posts, telegraphs, etc --------------------- 9, 210, 904
Social prevision, agriculture, etc ------------------------------- 3,138, 002
Finance --------------------------------------------------- 7, 114, 496
War and marine -------------------------------------------- 8, 929, 446
General ---------------------------------------------------- 6, 421, 659

Total ------------------------------------------------ 55, 734, 623
The foregoing expenditures do not include 3,767,195 and 1,202 243 sucres

which are to be set aside from the 1930 budget for the service of ihe external

'The budgetary period consists of the calendar year, together with a supplementary period ending
March 31, of the folowing year, during which time incompleted operations of collections and dusburse.
meats are effected.
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debt and as a treasury reserve respectively. Adding these amounts to the
55,734,623 sucres above itemized, expenditures for the year, through the first
month of the supplementary period, totaled 60,704,061 sucres, or 591,920 sucres
more than revenues.

PUBLIC DEBT

According to a report from Consul General Harold D. Clum (Guayaquil), the
foreign debt ' of Ecuador on January 2, 1931, was as follows (conversion to sucres
made at par):

Sucres
First-mortgage bonds, Guayaquil & Quito Railway -------------- 99, 193,000
Salt certificates -------------------------------------------- 2, 483,460
Condor bonds ---------------------------------------------- 2, 260, 094
Swedish Match Co. loan ------------------------------------- 9, 642, 155

Total ------------------------------------------------ 113, 578, 709
The internal debt at the end of 1930 amounted to 10,836,978 sucres, of which

the debt to the Central Bank amounted to 8,516,278 sucres.
During 1930 the Government continued to deposit funds for the service of tihe

external debt, exclusive of the Match Monopoly loan, in the Central Bank instead
of remitting them to the bondholders.

BANKING, CURRENCY, AND EXCHANGE

According to figures compiled by Consul General Harold D. Clum from state-
ments of the superintendent of banks, covering all banks except the Central
Bank, bills receivable declined from 38,703,875 sucres at the end of 1929 to
36,285,434 sucres at the end of 1930, while mortgage loans, including those of
the Mortgage Bank of Ecuador, increased from 52,281,652 sucres to 55,225,002
sucres during the same period. Deposits payable on demand or less than 30
days declined from 27,681,705 to 26,439,800 sucres. Time deposits, on the other
hand, increased from 7,257,893 to 8,528,758 sucres. Cash and deposits in the
Central Bank and other banks increased from 11,217,748 to 11,604,558 sucres.

During the year the Mortgage Bank of Ecuador floated a domestic issue of 9
per cent bonds amounting to 1,000,000 sucres, of which the Government sub-
scribed 900,000 sucres as a temporary investment of the treasury reserve.

The Banco Comercial y Agricola continued in liquidation during 1930. Pay-
ments amounting to 20 per cent were made to ordinary creditors in the first half
of the year but no further payments could be made during 1930 because of the
necessity of devoting all available funds to the operation of the San Carlos Sugar
Mill and Estate, the bank's chief source of income.

The discount rates of the Central Bank were lowered 1 per cent on January 10,
1930, to 9 per cent for associated banks and 10 per cent for the public. The
former rate continued in effect throughout the year, but the rate for the public
was raised to 11 per cent on November 18. Total amounts discounted at the
Central Bank increased from 18 895,257 sucres in 1929 to 19,814,780 sucres in
1930. Note circulation of the centrall Bank declined from 29,997,080 sucres at
the end of 1929 to 23,491,445 sucres at the end of 1930. During the same time
the legal gold reserve ratio declined from 73.87 to 72.08 per cent, while the total
gold reserve increased from 81.63 to 83.46 per cent. During 1930 sales of foreign
exchange by the Central Bank exceeded purchases by 6,029,825 sucres, and total
gold reserves of the bank declined from 35,063,646 sucres at the end of 1929 to
28,915,152 sucres at the end of 1930. In this connection it should be noted that
sales of foreign exchange by the Central Bank exceeded purchases in 1928 and
1929 in the amounts of 5,368,602 and 3,789,385 sucres, respectively. Exchange
rates were steady and within the gold points throughout 1930.

GUATEMALA

Chiefly because of the decline in the price of coffee, the country's principal
money crop, economic conditions in Guatemala were very unfavorable during
1930, and the financial position of the Government was very unsatisfactory.
Near the end of the year the existin* Government was overthrown by revolution.
Upon accession to office the succeeding administration reported the existence of a
large accumulated deficit.

9 Excluuive of any liability arising from Government guaranties on certain railway bonds offered for sub.
scrption in Parts in 1909 and 1911. Service on these issues has not been made, the Government claiming
that contractors did not fulfill contract requirements.

I
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GOVERNMENT REVENUES AND EXPENDITURES

According to the report of the Minister of Finance, presented to the national
assembly in March, 1931, budgetary revenues in the fiscal year ended June 30,
1930, compared with budget estimates for the period, were as follows:

Budget estimates and actual revenues of Guatemala, 1929-50

Budget Actual Ite, ] Budget ActualItem estimates revenues Ite estimates revenues
Quetzale# quelzates _ QW1ales Qud, te*¢Import duties ............. 7, 280,000 5,735,247 Consular fes ............. 50,000 347. 05

Export duties ............. 2,180,000 2,289,126 Special trcmurles ......... 473000 431k.889
Liquors and monopolies... 2,900,0301 2,303,630 Banking profits .......... 20,000 19 ,390
Various revenues........ 1,223.584 1,176,962 Illghway tax ...... ..... 12,76
,Malls .................. 230, 000 302.005- Silver coinage............ 00.0 ...........
Telegraphs ................ 300,000 344,165
Telephones ................ 100,000 125,8756 Total ............. 15,554614 i1, 484K 0

NoTg.-The quetzal equals $1 at par.

According to the report previously mentioned, total payments on account of
the 1929-30 budget, including those made in July, 1930, were as follows:

Budgetary disbursements, 1929-30

Item 1929-30 July, 190 Total
"[Quet ials Qatfe Qsirae

Legislature ........................................................ 242,584 2.405 270. 9%
Executive ......................................................... 267.855 11,001 27,866
Judiciary ............................................. 330,301 30,909 387,210
Interior and justice .................................... 1, 787,352 18, 05 1,971157
Foreign relations ...................................... 509, 686 15,188 524, 874
War ....................................................... 1,840,510 177,771 2,018,281
Publiceducatlon ................................................... 1.332,985 99,476 1.432,481
Development ....................................................... 1,659,019 153,95 1, 13, 004
Agriculture......................................................... 1,276,481 163.685 1,440,166
Finance ....................................................... 1,337,059 121.339. 1,458,393
Public debt .................................................... 2,681,167 31.882 2. 71& 049

Total ......................................................... 13,-270.799 .01,7,476 14,258275

Including 54,537 quetzales omitted from the foregoing itemization, the total
is raised to 14,342,812 quetzales, or 873,942 quetzales in excess of revenues. In
connection with the deficit for 1929-30, the report points out, that according
to article 21 of Decree No. 974, the ordinary expenditures arising from the budget
immediately preceding, which may have been incurred, verified, and approved,
and which may not have been covered before midnight of June 30, have to be
charged to said preceding budget not later than the following July 30. After
that date no charge may be made to the past budget.

The previously mentioned report of the Minister of Finance included the fol-
lowing comparison of budgeted expenditures and amounts drawn (cantidades
giradas) during the fiscal year 1929-30.

Expenditures authorized and amounts drawn, 19R9-30
SExpendl-

Itemu auth AmountsItmIzed drawn

Qset aac* Quelsates
Legislature .................................................................... 225, OO 271,199
Executive ........................................ . ........................... 262,392 260844
Judiciary ............................................ o......................... 408, 460 404,140
Interior ...................................................................... 2215, 004 2,194, &5
Foreign relations ............................................................. 428, 520 513,565
War ......................................................... 200528: 2,1 6,007
Public Instruction .............................................. 1,8 0,5m 1,63l,976
Development ................................................................. 2,002,02 1.9S.,340
Agriculture ................................................................... 1,257,020 1,461,242
nnuce ...................................................................... 1,884,640 1, 472 228

Public debt ................................................................... Z852.-98 2,517.06
Total ................................................. %15,54,614 14,781,906

Modifteuxtions in budget of expenditures 1929--30:
Legislature (legislative Decree No. 1650) .................................. . 50000 ............
Foreign relations (emergencies)............................................ 57,271 ............
Finance (administrative Decree No. 1013) ................................. 3,M ............

Total ................................................................... 15,865,421 1781906

2 The summation of the item is 15,6k421.I The summation of the items Is 15,544,614.
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In connection with the foregoing figures the report pointed out that, although
the amounts drawn were 883,515 quetzales less than budgetary authorizations, it
was not possible to cover them completely.

The decline in revenues which occurred in the fiscal year ended June 30, 1930,
continued in the first half of the fiscal year 1930-31 (July-December, 1930).
According to the report of the Minister of Finance, ordinary revenues during this
period amounted to only 5,086,191 quetzales, a decline of 1,362,664 quetzales,
compared with the corresponding period of the fiscal year 1928-29. No less than
1,116,807 quetzales of this decline was accounted for by import duties.

The financial position of the Government was very unsatisfactory at the close
of the year, and shortly after the change of Government arising out of the revolu-
tion of December, 1930, it was reported that the treasury deficit was in excess of
3,600,000 quetzales.

PUBLIC DEBT

According to the message of the President of the National Assembly, the total
obligations of the Government at the end of December, 1930, amounted to
20,916,732 quetzales. According to a report from Commercial Attachd Merwin
Bohan (Guatemala City). the external funded debt at the end of 1930 was made
up as follows:

Quetzales
4 per cent English debt -------------------------- 7, 918, 998
Los Altos Railway 8 per cent bonds --------------- 2,067,000
External secured gold 8's ------------------------ 2, 311, 000
External 7 per cent bonds ------------------------ 2, 500, 000

Total ------------------------------------ 14, 796, 998
[NoTE.-A report of the Minister of Finance carries the figure the item

"External 7 per cent bonds," representing the match monopoly loan, at 1,485,000
quetzals as of December 31, 1930. The two first payments due the Government
from the match monopoly loan totaled this amount.]

During the year a 30-year loan of a nominal amount of $2,500,000 was obtained
in return for granting the match monopoly to the Swedish Match Co. The net
proceeds of the loan was $2,250,000, of which $2,000,000 was to be used for
founding the National Mortgage Bank and the balance for budgetary require-
ments. In May, 1930, the assembly authorized the president to contract a loan
up to $20,000,000, but the year closed without the loan being floated. The
liquidation of arrears in salaries and obligations to commercial houses constituted
one of the pressing financial problems of the Government at the end of the year.

BANKING, CURRENCY, AND EXCHANGE

According to a report of the Department of Money and Banking of the Ministry
of Finance, bank loans declined from 25,725 804 quetzales at the end of 1929 to
23,634 684 quetzales at the end of 1930. Excluding El Ahorro Mutuo, totai
bank deposits declined from 11,590,666 quetzales at the end of 1929 to 11,180,676
quetzales at the end of 1930. The relation of paid-in capital, reserves, and
deposits to loans on December 31, 1930, was as follows:

Relation of bank capital, reserves, and deposits to loans

Paid.in capi.
Item tal, reserves, Loans

and deposits

Quelzala QuetlaresCentral Bank ................................................................. 4,301.692 6, 529,9
National Mortgage Bank (no deposits) ........................................ 1,000,000 431.523BanksOf deposit .............................................................. 9,841,351 9 94Z, 102Banking houses (including a branch of a foreign bank and a savings bank) ..... 7,201,312 6,73L 033

Total ................................................................... 22,344,355 23, 4,4

In October, 1930, the National Mortgage Bank began operations, and at the
end of 1930 its paid-in capital totaled 1,000,000 quetzales. Loans of the bank on
the same date totaled 431,523 quetzales.

I
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Commercial collections were reported to have become steadily worse as the
year progressed, although the large foreign firms, with very few exceptions, met
their obligations satisfactorily, and the credit standing of a number of conservative
Guatemalan concerns was reported-to be sustantially the same as before the drop
in coffee prices.

Total note circulation dropped from 8,101,797 quetzales at the end of 1929 to
6,540,697 quetzals at the end of 1930. During the year the government aided
the central bank in meeting the deficiency in the supply of foreign exchange by
depositing foreign-loan proceeds to the order of the central bank in exchange for
its notes, and by aiding it in obtaining credit from an American bank.

REMARKS OF MINISTER OF FINANCE

In concluding his report to the national assembly, published in El Guatemalteco
of March 17, 1931, the Minister of Finance stated that the data compiled would
enable the legislators to take account of the "distressing circumstances in which a
regime whose principal characteristics were a lack of order and probity leaves
the country." Continuing, he stated as follows:

"A huge'debt arising from salaries and expenses which were not covered on time
weighs down upon the treasury; we are under.the pressure of an unbalanced
budget, which makes any sound plan of financial reorganization impossible; we
have contracted obligations which have assigned the greater part of the revenues
that could be disposed of to meet the public expenses; and aside from circum-
stances of an internal order, which by themselves constitute a difficult although
not impossible obstacle to clear, we find ourselves before the problem of the crisis
which the economic world still feels and which with respect to our fiscal condition
is translated into a noticeable decline in revenues. Such circumstances demand
great sacrifices which the present government is determined to carry out at any
cost."

HAITI

Although crops were better than average, the decline in the price of coffee and
other less important products, such as cotton, cacao, and sugar, impaired the
purchasing power of the country and, as a result, both imports and exports
declined substantially in the fiscal year 1929-30, total foreign trade dropping
from 169,800,000 gourdes (1 gourde=$0.20 at par) in 1928-29 to 134,900.000
gourdes in 1929-30. Since approximately 80 per cent of Haiti's revenue receipts
are derived from customs duties, revenue receipts of the country declined to the
lowest levels since 1923-24. However, government expenditures also declined,
but not sufficiently to avert a deficit; the public debt was reduced; and the unob-
ligated cash surplus of the treasury at the close of the fiscal year was not greatly
below the record surplus reported a year earlier.

GOVERNMENT REVENUES AND EXPENDITURES

The ordinary budget of expenditures for the fiscal year ended September 30,
1930, as originally voted on July 14, 1929, authorized expenditures of 40,090,990
gourdes. In view of the drop in coffee prices, efforts were made to effect budgetary
reductions as soon as possible, but the final budget revision did not become
effective until March 1, 1930, in which date the projected budgetary expendi-
tures for the year were reduced to 38,144,826 gourdes. During 1929-30 only
706,047 gourdes were voted in the form of extraordinary credited, ascompared
with 3,266,148 gourdes In 1928-29, and expenditures during the fiscal yer were
confined to the maintenance and operation of public works and government
activities already in existence or provided for by legislation enacted prior to the
fiscal year 1929-30.

Total receipts from revenues during the fiscal year 1929-30 amounted to
38,648,163 gourdes, while expenditures from revenue amounted to 40,643,203
gourdes, a deficit of 1,995,066 gourdes thus resulting. The foregoing figure of
expenditures does not include miscellaneous ependitures (nonfiscal) of 1.204,073
gourdes. In view of these figures, It would appear that in spite of budget reduc-
tions, expenditures during 1929-30 exceeded the budgetary provisions as first
proposed. However, the annual report' of the financial adviser-general receiver
of Haiti points out "that the total expenditures as recorded for 1929-30 Include
disbursements under extraordinary credits for which funds were taken from
surplus during the previous two years and not entirely utilized. Under the
finance law, such credits continue until the purposes for which they were allotted
have been fulfilled, provided this period does not exceed two years." According

e2028--32-PT 2--SB
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to the annual report of the financial -adviser-general receiver of Haiti, receipts
and expenditures from revenues during the fiscal year 1929-30, compared with
the previous fiscal period, were as follows:

Actual revenues and expenditures of laiti, 1928-29 and 1929-80

Item

REVENUES

Customs ..................
Internal revenues .........
Miscellaneous .............

Total ...............

EXPENDITURES

Public debt ...............
Guard of Haiti ............
Foreign relations.
Finance .............
Commerce ................
Interior ...................

128-29 1929-30 Item 1928-29 1929-30

EXPENDITUREs-contd. dGoudes Go~alc ' ourde8 Gourdes
lourde8 (ourde Public health service ... 4,435,429 4,040,663

35,247,650 30,839075 i Public works......... 43,576 37,462
6,035,265 6,620'164 Public works service ----I 9,621,863 6,837,531
1,238,613 1,158,924 Justice ................... 1,297,720 1,309,419

Agriculture .............. 43,105 42,957
42,521,828 38,648,163 Agricultural service ........ 2,815,689 2,408,006

Labor ..................... 595,387 759,616
Public instruction ...... 053,664 2,0&5 190

13,455,415 12,207,839 Religion --------------- 516,093 424,682

6,368,579 6,459,654 rotal expenditures
55, 876 572 040 from revenue ...... 44,119,504 40,643229
721811 681,509 I Mis.aneous ------------ 914,152 1,204,073
3297 1, 3 9581, US,57 1,44643 I' Total payments ..... L! 45,0OA,656 41,847,302

The unobligated cash surplus of the treasury on September 30, 1930, totaled
19,677,359 gourdes, compared with 20,361,458 gourdes on September 30, 1929.

By executive order of September 3, 1930, the 1929-30 budget was prorogued to
cover the fiscal year 1930-31. As the prorogued budget called for expenditures
in excess of 40,000,000 gourdes, a figure much in excess of estimated revenues for
1930-31, a reduction in the budget was subsequently effected so that authoized
expenditures for the period were reduced to 35,184,274 gourds. During the
first qurter of the fiscal year 1930-31 (October-December, 1930) revenues de-
clined 10.7 per cent, and expenditures from revenues declined 17.9 per cent, com-
pared with the same period of the previous fiscal year.

PUBLIC DEBT

The public debt of Haiti decreased 5,971,747 gourdes during the fiscal year
1929-30. The following figures taken from the annual report of the financial
adviser general receiver of Haiti show the amount of the decrease by items.

Item Sept. 30, 1929 Sept. 30,1930 Decrease

(GourdeB Gourdes |ourdig
Series A bonds .................................................. 62,751,128 59,190,195 3. 0 ,933
Series B bonds .................................................. 11,6W..631 10,001,593 1,602 038
Series C bonds .................................................. 10,352,637 0,749,761 60 2,876
Fiduciary currency-----------------------------------...... 3,970,000 3,764, 100 205,9M0

Total ..................................................... 88, 677,396 82, 705, 649 6,971,747

By the end of December, 1930, the public debt had been further reduced to
79,650,795 gourdes.

BANKING, CURRENCY, AND EXCHANGE

According to the annual report of the financial adviser General receiver of
Haiti, the average of loans and discounts outstanding at the end of each month
during 1929-30 was only 17,088,000 gourdes, compared with an average of
26,680,000 gourdes a year earlier. This decline was attributed to the caution
with which commitments were made as well as to the fact that the fall in prices
permitted merchants to finance transactions with a smaller amount of borrowed
funds. Excluding Government funds carried in the Banque Nationale, the
average monthly bank deposits declined from 16,499,000 gourdes in 1928-29 to
15,960,000 gourdes In 1929-30. At the end of 1930 it was reported that com-
mercial collections were difficult and that manv firms would have been thrown Into
bankruptcy but for the fact that such action in all probability would be
unprofitable.
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Currency in circulation, including estimated United States currency, declined
from 18,006,635 gourdes on September 30, 1929, to 16,139,694 gourdes on Septem-
ber 30, 1930. Average monthly note circulation of the Banque Nationale de la
Republique d'Haiti dropped from 12,372,489 gourdes in 1928-29 to 9,662,328
gourdes in 1929-30. Exchange was steady throughout the year.

HONDURAS

In isis message to Congress on January 1, 1931, the President of Honduras
stated in part as follows:

"The commerce of the country was greater in the fiscal year 1929-30 (year
ended July 31, 1930) than in the previous fiscal year. Our imports increased by
$1,085,197 (U. S. gold). Exports Increased by 3,204,106 silver pesos(1 peso is
officially recognized as the equivalent of $0.50). The favorable trade balance
increased 1,033,712 silver pesos.

"The public finances of Honduras present many problems, but the fundamental
ones for the present are the balancing of the general budget of the expenditures
and that of the payment of debts, because only by balancing the budget and
completely paying obligations can the national credit be placed on a firm basis.
"The decline in silver has made the solution of the monetary problem more

difficult. The losses that the State will suffer upon making the conversion
decreed by the National Congress will be considerable. Nevertheless I believe
that, whatever may be the sacrifice resulting from it, said conversion should be
carried out, since it is not scientific nor expedient to continue with a currency
which completely lacks stability in value and causes such great disturbances to
commercial activities."

General economic and financial conditions in Honduras were better at the
beginning than at the end of 1930, when a rather pronounced slump became
evident.

GOVERNMENT REVENUES AND EXPENDITURES 10

According to a report of the Minister of Finance, actual revenues during the
fiscal year ended July 31, 1930, exceeded both budget estimates for that year and
revenues of the previous year. The following table shows actual revenues in
1929-30, as compared with budget estimates.

Budget estimates and actual revenues oj Honduras, 1929-30

Item Estimated Actual Item Estimated i Actual

Pesos Peso* Pesos r Pteos
Customs .............. 4,134, 00 5, 15,822 Miscellaneous ............ , 318,923 330,175
Monopolies............2,819,000 W,034.093 Special revenues .......... 2, 28, 000 3413,647
Stamp taxes ............ 897, 000 1,059,547
Services............... 1,705,000 2,320,015 Total ............... 13,101,923 14,314,299

Actual expenditures during 1929-30 were in excess of the original budget
figures, as shown by the following comparison of the original budget authorizations
and actual budgetary expelnditures.

Budgeted and actual expenditures oj Honduras, 1929-30

Item Original Actual Item Original Actual
budget budgetary I budget budgetary

Pese Pesos Pesos P303Government .......... 1,755,864 2,059,505 War and navy .......... 1 ,8 4 I 1,890,232Just ice .................. 30, 50 ' 369, 873 Tresur
70, 0 , Treasury .............. 1,040,203 j 139,840

origin.............. 285,000 276,946 Publiccredit ........... 2,494,138 2647,123
Foreign relations .......... 343485 340,615 7-,dueston........... , 209365 1,287,242 Total ............. 13101923 13,942,706
Development ............ 3 03, 504 3531,430

The report of the Minister of Finance pointed out that supplementary extra-
budgetary expenditures of 1,079,033 pesos, including 712,000 pesos for the main-
tenance of public order, should be added to the foregoing figure of 13,942,706

It Itevenues and expenditures here reported are exclusive of numerous special accounts.
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pesos, thus raising the total to 15,021,739 pesos, or 707,440 pesos more than
actual revenues. Part of this deficit was met from the surplus of the previous
fiscal year, so that unpaid accounts at the close of the year's operations were
reduced to 302,548 pesos. The report of the Minister of Finance contained the
following rsun6 of expenditures during 1929-30. Pesos

Total budgetary payments ----------------------------------- 13, 678, 258
Total extrabudgetary payments -------------------------------- 1,040, 933

Total ------------------------------------------------- 14, 719, 191

Unpaid budgetary accounts ---------------------------------- 264, 448
Unpaid extrabudgetary accounts ------------------------------ 38, 100

Total unpaid accounts --------------------------------- 302, 548

Total expenditures ------------------------------------ 15, 021, 739

PUBLIC DEBT

Payments on the sterling debt were regularly made during the year, so that
the amount outstanding was reduced from the equivalent of 10,800,000 pesos
on July 31, 1929, to the equivalent of 10,400,000 pesos on July 31, 1930. The
consular revenues, which are pledged to the service of the sterling debt, increased
from 1,154,455 pesos in 1928-29 to 1,257,209 pesos in 1929-30.

According to the report of the Minister of Finance, the internal debt decreased
from 18,602,341 pesos at the end of July, 1929, to 16,569,724 pesos at the end.
of July, 1930.

CURPIENCY AND EXCHANGE

Currency and exchange problems attracted considerable attention during 1930,
as in the early part of the year the premium on dollar exchange rose and the
banks for a time suspended the sale of dollar drafts for pesos. On the north
coast, where the dollar is the principal circulating medium, this exchange situa.
tion was not of great importance, but elsewhere in Honduras collections and
Imports were adversely affected. In March, 1930, a law was passed authorizing
the Government to negotiate a loan up to $1,000,000 for the minting of the
lempira, the new unit of currency. The Government was unsuccessful in its
negotiations with banks in the United States for a loan of that amount, and the
year closed without any fundamental change having been effected in the ione-
tary system. However, in March, 1931, a decree was enacted amending exist.
ing monetary legislation with a view to definitely establishing the gold lempira
(par value $0.50) as the actual monetary unit of the country, and the minting
of new coins was subsequently ordered.

MEXICO

Economic conditions In Mexico during 1930 were very unfavorable, the depres-
sion becoming worse as the year progressed. Declining ;iices for minerals and
other export products and unsatisfactory agricultural conditions were important
factors in the depression. Exchange difficulties in the latter half of the year
arising out of the increasing discount on the silver peso in relation to gold adversely
affected the position of Importers and caused considerable uncertainty in com-
mercial and financial circles.

GOVERNMENT REVENUES AND EXPENDITURES

The national budget for 1930, as originally enacted, calculated revenues and
expenditures at 293,806,950 and 293,773,788 pesos, respectively, but in referring
to these figures a report of the Minister of Finance pointed out they could not be
regarded as "certain demonstration of equilibrium, owing to the fact that the
credits allotted to the service of the public debt are notoriously insufficient."Complete actual results for 1930 are not yet available, but a message accom-
panying the budget project for 1931 dated November 3, 1930, stated that reve-
nues and expenditures up to August 31 were as follows: Revenues, 192,067,057
pesos; expenditures, 180,795,785 pesos; excess revenues, 11,271,272 pesos.
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At the same time the probable results of the full year's operations were esti.

mated as follows: Revenues, 286,851,900 pesos; expenditures, 286,289,785 pesos;
excess revenues, 562,115 pesos.

However, the foregoing estimte was made on the suppositon that in the last
third of the year the original estimates of revenues would be realized and expendi-
tures would be reduced to a minimum.

As a matter of fact, according to provisional figures published in the January,
1931, Boletin de Informaciones of the Ministry of Finance, actual revenues in
1930 were 22,410,567 pesos below estimates, as the following figures show.

Actual revenues of Mexico compared with estimates, for 1930

Month Actual Increase Estimated Act Inror de- Month estimate Au (+) or do-
revenues revenues crese ) revenues revenues crease (-)

Pesos Pesos Pesos Pesos Pesos Pesos
January. 25,612,170 21,851,894 -3,760 276 August ....... 24,067,644 20,.511,189 -3,556,455
February....' 21,919,279 21,579,176 -340,103 September... 24,207,042 20,910,510 -3,296,526
March ..... 21,620,256 28,106,423 +16,48,,167 October. 26,303,548 20,423,75 -5,939792
April 23782,495 22,041,374 -1741,121 November... 23,581,727 18,751,793 --4,829,934

------ 24,.889,016 25,131,058 4242,042 December.... 26,095,245 20,540,097 -5,554,248
June ........ 22,214,147 23,441,064 +1,226,917 W _-2,10,%July .......... 28,854,381 27,507,143 -1,347,238 Total.. 293,206,950 20,7063 -22,410,567

In connection with estimated expenditures of the year it should be remembered
that with the exception of $5,000,000 deposited with the International Committee
of Bankers on Mexico as part of the annuity due in 1931 under the debt agree-
ment of July 25, 1930, no payments on the foreign debt were made by Mexico
during 1930.

PUBLIC DEBT

One of the outstanding financial developments of the year was the signing,
on July 25, 1930, of a new agreement with the International Committee of
Bankers on Mexico relative to the foreign debt. The following remarks, ex-
tracted from the President's message to Congress, on September, 1930, outline
some of the more important features of the agreement:

"In fulfillment of the provisions of article 3of the law of January 25, 1929,
and within the terms stipulated therein, the Minister of Finance, in the name
of the Executive, signed with the International Committee of Bankers on
Mexico the agreement of last July 25 [1930], by means of which the burden
of our external debt on the country will be reduced by 45 per cent of its total
nominal value, and the debt will be redeemed within the capacity of payment
determined by the Government, for which an annual payment COmlatible
with the financial situation of the country was established and the period of
repayment was extended up to 45 years. * * * The 15 old issues which
carried different rates of interest, from 3 to 6 per cent, are consolidated into a
new issue with a uniform annual interest rate of 5 per cent and a nominal
principal amount of $267,493,250. The debt will be redeemed in 45 years by
the payment of a fixed annuity of $15,000,000 beginning with 1926, but which
will b less in the first 5 years, the amount being $12,500,000 in 1931. This
annuity represents a proportion of less than 10 per cent of the total budget of
expenditures now in effect, while the corresponding payment for the fiscal year
1912-13 represented approximately 23 per cent of the budget of that time.

"In order to set forth the advantages of greater importance which the new
agreement offers it is pertinent to point out that the status of the external debt
before July 25, 1930, was as follows:
Principal of the old debt ----------------------------------- $274, 669, 277
Accumulated interest to Dee. 31, 1930, after deducting payments

made under previous agreements -------------------------- 211,107, 944

Total indebtedness ---------------------------------- 485, 777, 221
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"The amount of $211,107,944, which represnts accumulated interest since
1914, is canceled by virtue of the provisions of the agreement of July 25, 1930." "

In connection with the debt of the Natinal Railways of Mexico the message
stated in part Ls follows:

The financial reorganization will have to eHmiuate the excessive charges which
which have been weighing down iipon the enterprise, since to a mortgage and
collateral debt of S239,634,322 there must be added accumulated interest up to
December 31, 1930, of $147,511,S03 and an authorized capital of $230,000,000,
all of which amounts to $617,146,125.

In accordance with the agreement of July 25 cf ihis year the financial oblige.
tions of the enterprise are reduced to a nominal value of $225,000,000 in bonds
of the new debt and a capital which, alth,.righ not yet fixed, will surely be
less * * * than one-half of that now authorized * * *.

Under the terms of the agreement of July 25, 19W, Mexico deposited $5,000,000
with the international committee of b.nke. ,n Mexico in August, 1930, as part
payment of the annuity due in 1931. Hllwx'.-er. the year closed without the
agreement having been presented to Congn.-s~ fK-r ratification and on January 29,
1931, an agreement supplementary to that s-4 Julyv 25, 1930, was signed by the
Minister of Finance and Mr. Thomas W. Lament of the international com-
mittee of bankers on Mexico. According topa statement of the Mexican ministry
of finance, this supplementary agreement ppprided that annuities corresponding
to the years 1931 and 1932 could be provisilonaly made in Mexican silver at the
rate of exchange prevailing on July 25, I. i instead of in dollars. The silver
was to be deposited in a bank in Mexico City, to be immovable for the duration
of the supplementary agreement. However, if 'he exchange situation should
improve to the extent of reaching the rates prevailing on July 25, 1930, the
Government and the bankers' committee are to arrange to have the payments
made in dollars instead of silver.

In the President's message previously .nvrtti<ned it was stated that the agree-
mnent on the direct foreign debt and the ,10-1 4 the National Railways of Mexico
constituted only a part of an integral plan fRr the definite adjustment of the
national public debt, since the Executive tcor' 4dk it to be an inescapable duty
to put the obligations of the internal deWt. as weli as those presented to the
mixed commissions, on the same plane with those covered by the agreement
with the international committee of bankers. Accordingly, the adjudicated
debt (as well as the internal claims presented to the debt-adjusting commission)
the banking debt, the agrarian debt, and the claims of foreigners before the mixed
commissions will be the subject of a general plan to be presented to Congress in
the course of time. It was further stated that the principle of capacity of pay-
ment would continue to serve as the basis of the general plan for solving the debt
problem in its entirety.

BANKING, CUR Nc". AND EXCHANGE

In January, 1930 the Federal Executive wai gmrited extraordinary powers to
legislate on matters of money and credit. In exerc'l-, of this power the President
signed a law on August 30, 1930, establin r, lstions for the liquidation of the
ol banks of issue. This law provided for tLe exchange of the bills and provisional
certificates of the old banks of issue for :'-slebl. bon's issued by the Federal
treasury as obligations of the Federal G>vernrment. Notes or certificates of
the old banks of issue not presented for bx hatg. before March 1, 1931, were
prescribed in favor of the State.

The following selected asset and liability ac .,orutg extracted from the reports
of the national banking commission, eov.rfr.z ail banks in .Mexico, indicate the
trend of banking operations during the year.

:I it this connection it should be pjointe out ti ii c " r - f the agr *,-:l.t, till, itrnmatiolial
Conmmnithce of Bankers on Mexito i; to reserve stv cL, _% . from the annuities paili during tho first
five eai to t-..tabish a fund for the retirement ,'t.)Tr eat- a t th foljl,)win4 rits: iteceipts far
interest in arrears Class .4 and Class B. 2 per cent :am, I I r, .. re.,ie :ively: currwit interest srip, cah
warrants and coupons or rights to interest matuxri-.- z c .- ,.uwar- 1. 1931 (eatept interest represe nt1ed
by intere,,,t in arrears receipts), io 1er cent.
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Selected consolidated accounts of Mexican banks

Item

ASSETS

Cah on hand in national money ............................................ ;
Depo.,its with Bank of Mexico ............................................
Deposits in banks abroad (sight) ............................................
Un.ecinred loans .............................................................
Collateral loans ............................................................. I
Fiance loans ..............................................................
M mortgage loans .............................................................
Sundry debtors .............................................................

LIAlILITIES

Dec. 31, 1929 Dee. 31, 1930

l's Pesos
84;000,000 90, 700, 000
3,500, 000 6, C. 000

4 K.900.0 00 19,100,000
177,000,000 181, 00,000
27, 500, 000 :34,800.000
15,200,000 12, 300, 000
31,100,000 x ,800,00086,° SOO, 000 84, 5M D 000

Deposits in national money (sight) .......................................... 161,000,000
Notes of [ank of Mexico in circulation-...................................... 2, 7OO, 000
Sundry creditors (sight) ..................................................... 4, 000, 000
Accounts in foreign money (sight) .......................................... 37, OW1,000
Balances favor foreign banks (sight) ......................................... 1,200,000
Deposits in national money (time) .......................................... 17, :0, 000
Depl'oits in foreign money (time) ........................................... 800SM,000
Paid.u u1a pital .... ......................................... 17, OO, 0O

various reserve funds.................................................... 3i, Coo, 000

175, S00, 000
2,800,000

40,700,000
33,200,000
3,'.00,000

48, 800, 000
13.000,000

171,700,000
29, 000,000

lin the Mexico City district no marked change occurred during 1930 in the level
of interest rates, which were reported to have ranged from 9 to 15 per cent.

One of the outstanding financial developments of the year was the marked
increase in the discount on the silver peso in relation to gold, as evidenced by the
following comparison of the monthly average rates of discount on silver as reported
in Estadistica Nacionit.

Discount (per cent) on silver in Mexico, 1929 and 1930

Month 1929 1930 Month 1929 1930

January ........................... 7 393_'
1

_Aug u st_..................347 5.

February.......................... 3. 67 3.o70 Scptcmber-....................... 3.48 7.30
March ............................ 4. 22 3. 71 I October ........................... 3. ;1 9. 17
Aprl............ ........... 3. 3. 52 il November ....................... 3. 66 12.30
May .............................. 3.73 3.6f0 I)c cmbcr-........................ 3. 63 11.30
June ......... # ..................... 3. 9 4.0.1
July .................... ........ 3.it 4.311 Average. .................. 3.67 6.30

I|tasintch as I)nsil|ess transactions in Mexico are conducted ninily in silver,
the decline in silver exchange in the latter half of 1930 had far-reaching effects.
Imports and retailers of imilported goods were particularly hard hit and, as a result,
collections slowed up, considerably anod imports were cut (iowa.

Among other steps taken to strengthen the silver peso during the year were
(', extetision of the prohilbitions on the importat ion of silver coins to iiiclude even
Mexican silver of the current coilage; (2) the isstmance of in|struictionl|s by tile
Treasury Departmaent for the withdrawal of 10,0I0,(00 silver pesos from circula-
tion; (3) requiring the banks to increase the percentage of reserves against silver
depo sits; and (4) increasing various import duties for the Imrpose-in part, at
least-of cutting down the aniount, of foreign obligations.

Despite these measures silver reached a naxiiunm discount (for 1930) of aroiind
20 per cent in December. Near tile end of that month, however, the Govern-
nient obtained a credit of $15,000,000 from 'tit American bank for the sale of
drafts oil New York. This credit was to be secilred by gold aml is understood
to have been made available only for the sale of drafts Against gold. Coincident
with the obtaining of the above credit, the Governmen|t enacted a law setting tip
a commission for tile regulation of exeltlge, and, in the early part of 1931,
$5,000,000 deposited with the international committee of bankers oh Mexico,
h) August, 1930, vas placed at tile disposal of time commission, ii addition to
the credit previously mentioned, Reports of the negotiations connected with
the foregoing measures resulted ii a strengthening of exchange in the latter part
of I)eceiber. 12

it The exchange-regulating commission began the sale of foreign exchange on February 3, 1931, at Initial
reat(s of 2.165 gold pesos and 2.39 silver pesos per dollar. Subsequently the exchange situation became very
difllcult, and on July 25, 1931, a new monetary law was enacted making the sliver peso unlimited legal
tender and demonetizing the gold peso.
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NICARAGUA

As a result of the low price of coffee, and other adverse factors, economic
conditions in Nicaragua during 1930 were extremely unfavorable, and Government
revenues declined. Complete details of actual revenues and expenditures for the
year are not yet available, but a marked decline in monthly customs receipts
(exclusive of surcharges) is shown in the following table extracted from the 1930
report of the Corporation of Foreign Bondholders (London).

Nicaraguan customs receipts, 1929 and 1930

Month 1929 19301 Month 1929 19301

Cordoba8 Cordobas Cordoba Cordobar
January .................. 29 077 240.744 August .................... 210,539 119,779
February ................. 241,199 224,771 September ........... 219,363 112,184
March .................... 224.346 234,034 October ............. 253,762 162,928
April ...................... 277.331 221,902 November ................ 233.496 117,186
May ................. 234,673 178.330 December ................. 264,757 121,001
June .................. 241,363 1.58,490 .
July ...................... 229,842 122,946 Total ............... 2,889,748 2,014,25

I Provisional.
NoTE.-Tbe cordoba equals $1 at par.

In the latter part of the year the financial position of the Government was
reported to be difficult, and new taxec and various economy measures were adopted
in an effort to meet the situation. According to preliminary figures, revenues
and expenditures in 1930 totaled around 4,500,000 cordobas.

On March 31 1930 the bonded debt of Nicaragua was comprised as follows
Bonds of 1909 (external) 2,823,675 cordobas; guaranteed customs bonds (inter-
nal), 1,646,700 cordobas; total 4,470,375 cordobas.

In addition to the bonded debt, the estimated debts and claims (the latter sub-
ject to adjudication by the claims commission) on March 31, 1930, totaled 18,000,-
000 cordobas. In connection with the estimated claims the report of the collector
general of customs and high commission for 1929 stated in part as follows:

"The claims will have to be reduced largely in the awards. There are no
doubt legitimate claims. There are also claims which are fictitious and exag-
gerated. Nicaragua can not pay $18,000,000, the present amount of tbe claims."

The service of the bonded debt is understood to have been regularly effected,
and the bonded debt further reduced in 1930, so that the amount outstanding at
the end of the year was approximately 3,940,000 cordobas.

During the year the Government entered into an agreement with an American
bank whereby the latter became the fiscal agent and depository of the National
Banik of Nicaragua and the Pacific Railway, and officers of the bank accepted
membership on the boards of directors of botl the National Bank and the rail-
road. The majority of both boards of directors were to continue to be
Nicaraguans.

At the beginning of October a law was signed creating the Mortgage Bank of
Nicaragua, whose capital was to be subscribed by the Government, and before
the end of the year the bank began operations.

Banks reported an increased number of overdue drafts in 1930, and the general
credit situation was very unsatisfactory. Reflecting the decline in commercial
activity, the circulation of the cordoba dropped from 3,555,000 in December, 1929,
to 2,880,000 in December, 1930.

PANAMA

According to a report of the Minister of Finance dated September 2, 1930,
revenues in the year ended June 30, 1930, exclusive of special funds, amounted to
8,192,116 balboas (I balboa=$1 U. S.), or 786,163 balboas over budget estimates.
This total consisted of the following principal Items:

Import duties ----------------------------------------------- $3, 217, 372
Parcel post ------------------------------------------------- 325, 654
Consular fees ----------------------------------------------- 504, 206
Manufacture of beer and liquor ------------------------------- 255, 450
Stamped paper and stamps ----------------------------------- 1,019,692
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Retail sale of liquor ----------------------------------------- $657, 636
Slaughter of cattle ------------------------------------------ 244, 303
Property of ships -------------------------------------------- 467, 464
Canal annuities --------------------------------------------- 250, 000
Interest on constitutional fund -------------------------------- 317, 075
Miscellaneous ------------------------------------------------ 933, 264

Total ------------------------------------------------ 8,192, 116
The corresponding figures of expenditures are not available, but it was pointed

out that budgetary authorizations were insufficient to cover expenditures and that
additional and extraordinary credits of 1,121,319 and 533,938 balboas, respec-
tively, has been opened.

Tie minister of finance stated that the public debt on June 30, 1930, totaled
18,115,457 balboas, of which 15,936,000 balboas was external debt and 2,179,45/
balboas internal debt. In addition, it was stated that 6 per cent treasury notes
amounting to 269,368 balboas were outstanding. Subsequently it was reported
by another source thit internal obligations of the Government of Panama on
August 1, 1930, including unpaid bills, treasury notes, and the overdraft in the
Banco Nacional totaled $3,337,889. It should be pointed out that the National
Government is contingently liable for external loans of the Banco Nacional de
Panama which were outstanding in the amount of $3,500,000 on June 30, 1930.

In view of the fact that since March, 1930, revenues had fallen off considerably
and substantial monthly deficits had resulted, & law was enacted near the end of
September, 1930, authorizing the executive to suspend, until the issuance of the
budget law, all such expenditures as were not absolutely necessary for the public
service.

In October the Government of Panama obtained a $1,000,000 loan from an
American bank, repayable in monthly installments within four years.

Collections by the l6anks in Panama were reported to be increasingly difficult in
1930, and merchants were reported to be slow in meeting their obligations for
imports.

PARAGUAY

According to the President's message to Congress in April, 1931, both imports
and exports of Paraguay in 1930 exceeded those of the previous year, in terms of
gold pesos (average exchange value of the gold peso was $0.952 in*1929 and $0.835
in 1930) as shown by the following figures:

Year E l orts Imports balance

(old pesos 604 ,le.to (lod pesos
1929 ................................................................ 14.59,766 13,K50,095 -:0),329
1930................................................................ 14, 176,453 15,139,359 -962,906

GOVERNMENT REVENUES AND EXPENDITURES

Inasmuch as the proposed budget for the fiscal year 1929-30 (the fiscal year
extends from September 1 to August 31, although accounts are not finally closed
until November 30) was not voted in time, the budget in effect during the previous
fiscal period, including such modifications as had been made, was extended into
1929-30.

General revenues during the fiscal year 1929-30 totaled 268,656,072 paper pesos
(gold items having been converted at a rate of 42.61 paper pesos as equivalent to 1
gold peso) and extraordinary revenues 6,439,668 paper pesos, a total of 275,095,740
paper pesos.13 Ordinary revenues and actual expenditures, by principal itens, for
the fiscal year 1929-30 and for the previous fiscal year, were as follows:

13 All data on the Paraguayan budget have been taken from the President's message to Congress In April,
1931.
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Ordinary revenues and actual expenditures of Paraguay, 1928-29 and 1929-36

Item 1924-29 1929-30 Item 192-29

ORDINARY REVENUES ACTUAL EXPENDITURES-
Paper pesos Paper pesos continued

Customs receipts ........' 161,738,830 174,991,412 Paper peits
Internal taxes ........... 74,8,403 75,594.259 Foreign relations ........ 10,021,0 4
Posts and telegraphs .... 9,6, 3,409 8.749, 0", Finance ................. 19, 595,117
Miscellaneous revenues. 7, 51;. 915 1;, 305,190 Judice. religion, and

t public instruction.... 45,215, 70s
ORDINARY REVENUES War and marine ........ 62, 662,095

Public works ........... 2,978,094
Other revenues I ....... 2,627.201 3, 016, 153 Public debt ............ 36.,l, 53.5

...... ... Extraordinary budget... 6, 819, 7111
Total ..........--- 2, IS,791 2,6S, W-01, 072 Special laws ............. 14,807,212

ACTUAL EXPENDT .RE ' Control accounts ........ 1, 29, 024

Total ............. 247,3t5,961
Congress ................ 4,938.195 5,075,256
Interior ................. 42,526, 164 ' 43.060,537

1929-30

Paper pesov
9,907.091
19. 79. 7S1

47. 7.1., f9,74, 910,119

42,261,6i02
7. ,20, 19

33,471,407

I Includes issuance of bonds in amounts of 29,000 paper pe.os In 19-29 and 15,185 paper pesos in 1029-30.

Actual results of operations under the budget for 1929-30, compared with
budget estimates, were as follows (gold items converted to paper pesos at rate of
42.61 paper pesos to 1 gold peso):

Estimated revenues under the general budget and special laws --- 278, 242, 727
Expenditures authorized by the general budget and special laws - - 331, 699, 876

Anticipated deficit ------------------------------------ 53, 457. 149

Actual revenues --------------------------------------------- 268, 656, 072
Actual expenditures ---------------------------------------- 286. 548, 698

Actual deficit ---------------------------------------- 17, 892, 626
The deficit carried over to 1930-31 was reduced to 5,640,860 paper pesos by

the application of the surplus carried over from previous years.

PUBLIC DEBT

The external debt was reduced 340,454 gold pesos during the year ende,
November 30, 1930, as shown by the following figures:

External debt of Paraguay, 1.929 and 1930
Nov. 3o. Nov .3)

Item 1 1 c i)reae

(Jsld pfsos G.old pfesas qGI /i o
London loan 1871-72 .................................. 119.950 2, 517. 40 132.500
Loan, law el Nov. 2S, 1912 ................................1.429.546 1., 215.042 1%1. 4Mt
Certificates without interest ...... ........................... 8 , 7, .519,547 2,.90
L.oan from ianco Nacional, Argentina .......................... i K51_,8.9 56,. ........

Total ............... ........................... 4,210, 3N9 3. 578. 9.35 340. 454

Internal debt on November 30, 1930

It ( Gold Paper

(ONSOLIIATED tEBT Pes0+ PVERT
Consolidated 6 per cent debti of 1115 ..... .................................. 1,505, 8,0 1I. 032,000
Orders of payment .......... ......................................... ........ 40.1017
Unpaid coupons 43 per cent consolidated debt, 1915 .............................. ; 23,428 . .506. 1N)
Jionds of the national defense ................ ....................... 790. 9,vs 1, 257. 740

IDO(UMENTARV VERT '

Loan, Banco Germanico tie la A merlea del Sud .................................. 350.400
FLOATING DEBT

Obligations previous to lr92-30 ....... ............................... I 1S. 450 1(), 3,Yj. N71
Obligations contracted In 1929-30 ............................................. 3,444 xI,. 10

Total ......................................... ............................ 37, 14,324
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BANKING, CURRENCY, AND EXCHANGE

During the year the stockholders of the Banco de la Republica voted to liquid-
date. and approved the rescission of the contract between the Government and
the bank.

The decline in the exchange value of the Argentine peso, upon which the
Paraguayan currency system is Ilased, slowed up collections during 1930 and
adversely affected the position of importers. (The conversion rate of the Para-
guayan paper peso is fixed at a rate of 42.61 Paraguayan paper pesos to 1 Argen-
tine gold peso, or 18.75 Paraguayan paper pesos to 1 Argentine paper peso. The
Argentine gold peso serves ats the gold peso of Paraguay, since n0 Paraguayan
gold pe os have been minted.) During the year the Paraguayan Congress con-
sidered a project for the creation of a central )ank and changes in the currency
system, hilt the year closed without any changes being made. At the end of the
:ear the total niote circulation was 202,191,454 paper pesos, against which the

lExchalnge Office held the following sums in its vaults or on deposit in various
banks: 330,976 pounds sterling, 15,855 francs, 431,912 United States dollars,
1,616,290 Argentine paper pesos, and 46,070 Uruguayan gold pesos.

PERU

r (hemlal ecro'lnomlie and financial conditions in Peru during 1930 were exceedingly
iliiflvolra)le. Lowv prices for cotton, sugar, minerals, and other Peruvian prod-
nets, the revolution of August and ensuing political uncertanties and labor troubles
the failure of the Banco del Peru v Londres, the weakness in exchange, and the
unsatisfactory status of Goverm;tent finances, all contributed to the general
depression.

GOVERNMENT FINANCES

The natiowd budget for 1930 calculated revenues and expenditures ait 1.4,098,719
l'ertiviaml points, (140,987,190 soles), the largest budget in the history of Peru.

Actual ordinary revenues for 1930 totaled 117,388,192 soles, and actual ex-
liemditares were 129,672,755. Thus a deficit of 12,284,563 soles was shown for
the year. These ire preliminary figures furnished by the Minister of Finance.
Since previous estinlatei of the'deficit placed it at 25,030,000 soles, the actual
deficit shows an improved condition except for the fact that the total amount
of delt outstanding, particularly at short term, was increased. Internal floating
debt in soles juniped about 18,000,000, and a dollar loan of nearly $7,500,000 was
contracted in the second half of 1930.

Shortly after the overthrow of the existing government, which occurred in
the latter part of August, t he incoming government created a tribunal de sancion
nacional to consider charges against the deposed regime.

In view of the seriousness of the situation, economic and financial problems
confronting Peru evoked considerable discussion in the closing months of the
year, and much criticism of the financial administration of the deposed regime
was circulated. However, succeeding governments experienced difficulty in
achieving budgetary equilibrium, and as late as March 20, 1931, the Minister of
Finance stated that expenditures of the Government, including the services of
the foreign debt plus premium on exchange, were 150,000,000 soles a year,
although revenues were being collected at a rate of only 100,000,000 soles a year.

6 PUBLIC DEBT

In the early part of 1930 laws were promulgated authorizing the Executive (1)
to u%. $4,600,000 deposited in New York for paying off short-term loans obtained
from American bankers, (2) to issue internal'bonds up to Lp. 1,800,000' and
(3) to contract a loan with local banks up to 960,000 Peruvian pounds. how-
ever, the last-named authorization was only partially used, and less than 3,000,000
soles of the internal bonds was issued ul) to June 30, 1930. The Government
was unable to float the $1.5,000,000 unissued portion of the Peruvian national loan
during the year. However, various short-term loans were obtained from banks
and other sources.
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The public debt of Peru on December 31, 1930, was officially reported as follows:

Public debt of Peru on December 81, 1980

Classification Dollars Pounds Goldsoles
sterling 011S

External consolidated ............................................. 89,631,141 3, 35,300 .........
Internal consolidated ................................. ............ 520,000 54,651,735
Floating ........................................................... 7.495,405 341.455 1 50,651,813

Total ................................................ 897,126,546 4,396,755 10,5,303,548

In a weak financial position, the Government found it very difficult to meet
the service of the foreign debt in the latter part of the year, but no default oc-
curred on those payments in'1930. However, in March, 1931, the minister of
finance announced that the interest and sinking-fund payments due April 1,
1931, on the Peruvian national loan, second series, would not be made. In
March, 1931, a decree was issued providing that the caja de depositos y con.
signaciones should deliver to the treasury all sums collected or received by it
for account of the government, destined to the service of the Peruvian national
loan. Other collecting offices were required to deliver direct to the treasury all
sums destined to the service of the loan mentioned. Subsequently Peru went
into default on all issues of her external debt.

BANKIYG, CURRENCY, AND EXCHANGE

In February, 1930, a law providing for the revaluation and stabilization of
the currency was enacted which established the gold sol (10 soles=1 Peruvian
pound) of a par value of $0.40 United States as the basic monetary unit. The
profits arising from the revaluation of the currency were applied by the govern-
ment to paying off debts to banks and in substitution of an authorized loan from
the banks. However, the exchange value of the sol was below par from the out-set, and a severe decline occurred in the latter half of the year. In accordance
with the recommendations of the Kemmerer commission which visited Peru inthe early part of 1931, a decree was issued in April, 1931, establishing the parvalue of the gold sol at $0.28 United States.

The outstanding banking development of 1930 was the suspension of pay-
ments by the Banco del Peru y Londres in October and the grant'Dg of a mora-
torium to the hank for the remainder of the year. Owing to the size of the bank
and the number of its branches throughout the Republic, its closing was keenlyfelt. In May, 1931, the liquidation of the bank was ordered.

Average monthly bank clearings declined from 65,614,000 soles in 1929 to55,393,000 soles in 1930. Bank deposits and loans and discounts declined
sharply in the letter half of the yer. Particularly in the latter part of the year
commercial collections were very difficult and the total value of drafts protested
was high.

Note circulation declined from 65,228,000 soles at the end of 1929 to 04,034,680
soles at the end of 1930. During the same time the gold reserve ratio of the
reserve bank increased from 60.22 to 74.86 per cent. The discount rate of the
reserve bank was raised from 7 per cent to 8 per cent on Jfly 26, and to 9 per cent
on August 1. On August 18, the rate was lowered to 8 per cent and on Setem-

bar 1, to 7 per cent.
EL SALVADOR

The following remarks excerpted from the President's message to Congres
on February 10, 1931 indicate the salient features of economic and financial
developments in El Salvador In 1930:

"In the course of 1930 the Government faced numerous difficulties of a finan-
cial order, undoubtedly brought about by the economic ills which the country
has suffered more or less for two years-which is but the reflection of difficulties
of the same kind which trouble the world.

"Our foreign commerce in the last four yearns shown by the following figures:
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Foreign trade of El Salvador, 1927-1930

Year

Exports: Al
1927.........................................
1928'..............................................
1929 ..........................................................1
1930 ..........................................................

Imports:
1927 ............................................ 

192...........................................
1930.................................................

Veight Value Val

*lriclons Colones C
40,143 28, 3C5 000
64,1906 48 ,29, 000
54,939 36831,000
66,448 27,313,000

102,035 29. 570.000
114,873 37.304,(0Co
135,098 34,651,000
82,479 21.872,000

819

us per
ton

tones
613
634
604
410

290
325
257
300

NoTE.-The colon equals $0.50 at par.

"Coffee, the principal agricultural product of the country, represents 88 per
cent of our exports. The decline in its price and the light demand which it has
had lately in all markets has affected the national economy in a very noticeable
way.
"In 1930 the exportation of coffee amounted to 58,513 Inetric tons-1l,831

metric tons in excess of that shown in 1929. In spite of this, the value of exports,
as shown in the foregoing table, was 27,313,000 colones in 1930, a decline of
9,518,000 colones compared with exports in 1929.

"These data suffice to explain the decline in imports and to measure the drop
which occurred in customs and internal revenues.

"GOVERNMENT REVENUES AND EXPENDITURES

"The total amount of fiscal revenues in 1930 reflected the grave economic de-
pression of the country, revenues declining to 21,964,881 colones as compared
with 26,147,160 colones in 1929, a drop of 4,189,279 colones.

"Expenditures in 1930 amounted to 23,048,451 colones. Comparing these fig.
ures with those of the previous year, which amounted to 27,219,238 colonies, a
decline of 4,170,787 colones is noted.

"The following table shows the details of Government revenues and expendi-
tures in 1930 in comparison with the corresponding figures for 1929:

Revenues and expenditures of El Salvador, 1929 and 1930

Item 1 1929 1930 Item 1929 1930

REVENUES EXPENDITUES-continued
Colonies CMotones Cotones Colones

Import duties ............. 12,977,844 9,914,711 Public works .............. 2, 641.822 2, 059.280
Export duties ............. 3,163,180 3,922,325 Arriculture ............... 112,803 155,646
Liquor taxes .............. 4,55,062 3,,50,742 Labor ..................... N, 309 8, 949
Stamp taxes ............... 903,901 734.432 Public Instruction ......... 2,3b0,85 2,138,458
Direct taxes ............... 1,459,199 1,234 ,6319 Justice .................. 1,077,819 1,020.440
Various revenues .......... I.965,102 1,531,405 Charity ................. 727,2(0 574,850
Services ................... 1,134,174 1,069,610 Sanitation ................. 301,265 279,477
National properties ........ 1, 769 7,037 Foreign relations .......... 7.50,568 715,130

Finance ............... .77,6. M 1,836. 162
Total ........... 2f5'147. K0 21,964,891 Publiccredit .............. 8,726,042 7,006,402

-X'-U-- - Industry and commerce .. 39,611 20,265
EXPENDITURES [War. marine, and aviation. 5,071,390 3,780, 108

Le r . . .iscellaneous ............ 6,2f, 247 385,989Legislature ............... 123,.210 202, 985- -. . .
Executive .............. . 149,498 138,709 Total .............. 27,219,238 23.048,451
Government ........... 2. R19,.41 2,635,4511

PUBLICC DEBT

"The public debt on December 31, 1930, was ati follows: Internal debt,
7,611,528 colones; external debt, 36,015,393 colones; total, 43,626,921 colones.

"The internal debt Increased 3,878,3.12 colones, compared with 1929. The
external debt showed a der'hine of 2,972,345 colonel In comparison with the
previous year. The net inrerease in the public debt In 1930, therefore, was
edueed to 906,037 colones."

¥



820 SALE OF FOREIGN BONDS OR SECURITIES

BANKING, CURRENCY, AND EXCHANGE

The President also stated that there was no importation of coined gold during
1930 but that recorded exports amomted to $405,000.

According to data contained in the President's message, important accounts ot
the banks of issue on December 31, 1930, compared as follows with those of the
previous year:

Item 192 1930

SCotoes Cotones
Paid-in capital ................................................. 11,560,000; 11,560,000
Reserves ...................................................................... 3,790,000 3, 790, 000
Coined gold ................................................................... 10, 562,739 1 7.415,138
Notes in circulation ........................................................... 14,509,011 10,716,061
Deposits at sight and in current account ...................................... 1 4,834,949 3,319,931

According to a report from Consul A. E. Carleton (San Salvador), conditions
of living in El Salvador for some years prior to the break in coffee prices which
occurred in the latter part of 1929 had apparently been based on the assumption
that coffee prices would continue at a relatively high level; and government and
individual budgets had been drawn up accordingly. The drop in coffee prices,
therefore, created a situation for which the country was not prepared.

An important banking development of the latter part of the year was the pass-
ing of a law, which was signed by the President on October 18, 1930. establishing
the Mortgage Bank of El Salvador.

It was reported by Consul A. E. Carleton that the selling rate for dollars at
the beginning of the'year was 2G4 per $100. This rate later rose to 209 but was
forced down to 205 in August by joint action of the government and the banks.
At the end of September the rate jumped to 207, but toward the close of the year
the exchange situation was considerably improved and the rate was not far from
par. It was reported that at times during the year it was not possible for iner-
chants to obtain foreign drafts.

The newly elected President of El Salvador, Sefior don Arturo Araujo, who took
office in the early part of 1931, in a message to congress March 9, 1931, stated, in
part as follows regarding the status of the public finances:

"iJpon assuming the presidency of the republic I found the status of the
public finances to be as follows:

"The consolidated debt, whose interest and amortization service requires an
annual expenditure of 3,623,136 colones, amounts, at the present time, to the
sum of 35,959,689 colones, and the floating debt amounts to approximately
7,583 000 colones.

"' The greater part of the obligations which comprise the floating debt arc
credits already matured, which require immediate payment, not only to reestab-
lish the impaired credit of the state but also to reanimate internal commerce
and the other activities of the country prostrated by the lack of currency in
circulation. The payments of the service of the 1922 loan and the matured
obligations of the floating debt amount to the considerable sum of approxi-
mately 11,206,136 colones, and the revenues calculated for the next fiscal year
will hardly go over 19,000,000 colones. As a result, after taking from these
general revenues the amounts necessary for the payment of the obligation to
be paid in this year, there would not remain more than 7,800,000 colones avail-
able for taking care of the public services and other obligations of the state,
which would make it impossible for the latter to comply with its high mission
of guaranteeing and promoting the material and cultural progress of the country.

"The moment has arrived to liquidate accounts with the past, abolishing all
those improper systems and bad customs which have contributed to the country
being found in such a deplorable state, and to begin the general reconstruction
with vigor. And in order to begin this reconstruction it is not unlikely that it
may be necessary to carry out some operation consolidating the debts already
(lue or maturing within a short time with the object of gaining time for their,
payment, and to do this in an endurable manner that does not restrict too mucbj
the yearly resources which the government must have available in order tc
duly fulfill its high mission." f
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URUGUAY

The extraordinary large volume of exports of i)rincipal products from Uruguay
in 1930 was offest in large part by the decline in prices, particularly of wool and
hides, accord-ug to a report of the Uruguayan minister of finance. The volume
of wool exports in 1930 (more tnan 78,000,000 kilos) was the highest on record,
yet the value (20,560,000 pesos) was at about the lowest level of recent years.
Nevertheless, according to official figures, Uruguay had a favorable trade balance
of 11,500,000 pesos (1 peso equal $1.0342 at par) in1930, in contrast to an unfavor-
able balance of 2,000,000 pesos in the previous year. However, it has been stated
that official valuations of imports are often below real values, so that the trade
balance wcs probably less favorable than the official figures would indicate.

GOVERNMENT REVENUES AND EXPENDITURES

The national council of administration, in a inessage to congress dated March
15, 1931. stated that, the executive had sent two budget projects to the assembly,
one on December 11, 1929, as a prorogation with modifications to be in effect until
June 30, 1930, and the other on uly 8, 1930, a complete budget project for the
fiscal year 1930-31. However, neither project was taken into consideration, and
simple prorogatiosis of the budget re: ilted. It was stated that on the first of the
dates mentioned the defi,,it of 1929-30 %,-as not foreseen, and certain appropria-
tioiti were mtadt which were expected to I)e met front increased revenues as well
as by changeN in existing taxes which were expected to bring ini additional revenues
of about 1,400,000 pei::Js.

At the time of submitting the budget project for 1930-31 there was no knowl-
edge of the deficit of 785,745 pesos in 1929-30; this fact was not made known l)y
the General Accounting Office until December, 1930, owing to delays in collect-
ing certain revenues. The deficit was covered by the remainder of the surpluses
of the years 1927-28 and 1928-29.

The budget project sul)mitted for 1930-31 was the same as that proposed for
1929-30, with adjustments in details and the inclusion of expenditures authorized
by laws subsequently enacted, which were sanctioned without providing for the
corresponding revenues and would have increased the anticipated deficit by
1,694,471 pesos. There had also been added an increase of 2,880,216 pesos for
public debt and pensions, and new revenues were projected in the amount of
3,900,000 pesos. According to the message, a balance, recently drawwn up by the
general accounting office, indicated that the fiscal year 1930-31 would close
with a deficit of 6,005,504 pesos, due principally to the increase in legally author-
ized expenditures and to the decline in customs revenues. Furthermore, the defi-
cit mentioned did not include differences in exchange on account of interest on
the external debt and railway guaranties which, it was stated, would be met
during the fiscal year from the funds of the last public works loan, front which
dollars were taken in exchange for pesos at par.

Revenues and expenditures of Uruguay in the fiscal year ended June 30, 1930,
as reported in the Boletin de Hacienda of December, 1930, were as follows:

Actual revenues: Pesos
Direct taxes ------------------------------------------- 11, 480, 712
Indirect taxes ------------------------------------------ 40, 204, 099
National services --------------------------------------- 2, 205, 331
Patrimonial revenues ------------------------------------ 3, 238, 425
Extraordinary revenues (includes 615,967 pesos from the surplus

of 1927-28) ------------------------------------------ 1,212,924
Available from railway guaranties --------------------------- 504, 608

Total ----------------------------------------------- 58,916,879
NOTE.-The summation of the foregoing items is only 58,846,909 pesos.

Actual expenditures:
Legislature --------------------------------------------- 1, 326, 905
Presidency ------------------.. .. ............----------- 61,702
National 10ouncil of Administration ------------------------- 170, 461
Interior ------------------------------------------------ 4, 969, 553
Foreign relations ----------------------------------------- 890, 811
War and Navy ----------------------------------------- 8,737,688
Finance ------------------------------------------------ 3, 637, 684
Public instruction -------------------------------------- 11, 033, 593
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Actual expenditures-Continued.
Industries ---------------------------------------------- 1, 928, 460
Public works ------------------------------------------- 1, 143, 242
Judiciary ----------------------------------------------- 1, 179, 919
Public debt --------------------------------------------- 16, 570, 952
Subventions -------------------------------------------- 2, 284, 695
Various credits ------------------------------------------ 486, 582
Pensions ----------------------------------------------- 4,113,862
Extrabudgetary expenditures ------------------------------ 661, 907
Expended from balance of service of railway guaranties ------- 504, 608

Total ------------------------------------------------ 59, 702, 624
In connection with the foregoing figures it should be pointed out that the deficit

of 785,745 pesos which resulted would have been increased to 1,906,320 pesos if
615,967 pesos from the surplus of 1927-28 and 504,608 pesos av dlable from the
railway guaranties had not been taken into the revenues. The figures given
above include revenues to be collected of 1,259,390 pesos and obligations pending
payment of 1,586,727 pesos. Expenditures do not include obligations arising
from the law of February 7, 1930, providing for the acquisition by the State of
the exportable surplus of the wheat crop.

PUBLIC DEBT

During the year the National Government floated an external loan of $17,581,-
000, and various internal issues. A small increase also occurred In the inter-
national debt. As a result, the total public debt increased 22,244,487 pesos during
1930, as shown in the following table:

Uruguayan public debt,' 1929 and 1930

Debt Dec.31,1929 Dec.31,1930 Increase

Internal ...................................................... P76,720,113 P85,948.131 P9, 228 ,018
External ...................................................... 135,535,226 148,305,695 12,770,469
International .................................. ............. 4,935,000 5,181,000 246,000

Total ................................................... 217,190339 239,434,826 22,244,487

I Exclusive of contingent liability on account of obligations of the National Mortgage Bank which are
guaranteed by the Government.

The foregoing figures do not include treasury bills amounting to £400,000
due April 30, 1931, which were discounted in London in May, 1930, for the
purpose of avoiding exchange losses, nor 6-month treasury bills of 2,000,000
pesos which were discounted with local branches of foreign banks in July, 1930,
for meeting budgetary requirements.

In order to avoid heavy losses in exchange which the treasury otherwise
would have had to sustain, the service of the external debt, which amounted to
9,514,344 pesos in 1930, was met in large part by the discounting of bills with
Glyn Mills & Co., London, in the amount of £400,000 and by the transfer of
$4,452,000 of the proceeds of the loan authorized by law of April 15, 1930,
against delivery to the account of road work and hydrographic work of the
equivalent in pesos at par.

BANKING, CURRENCY, AND EXCHANGE

Consolidated banking figures at the end of 1929 and 1930 were as follows:

Consolidated statistics of Uruguayan Banks, 1929 and 1930

Item Dec. 31, 1929 Dec. 31, 1930 Increase

Pesos Pesos Pesos
Capital ...................................................... 49,282,375 49,760,414 478,039
Reserve funds .................. ............... 8,328,863 9,298,946 970,083
Deposits ............................................. 176,193,847 190,182,422 13, 988, 575
Loans ............................................... 219,240,689 248, 25 028 29,008,339
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The importance of the Banco de la Republica in the Uruguayan banking
system, and other features, including the character of deposits and cash reserves,
are shown by the following figures taken from Sintesis Estadistica.

Uruguayan banking statistics, June, 1980 1

Averages for June, 1930

Bank Deposits Cash

Loans and
Incurrent ttime and discounts Notes,
account in savings Gold coin silver, and

accounts nickel

Peso Pesos Pesos Peabs Pesos
Bancode Is Republica ................ 51,127.303 50,402,508 139,0.6,371 64, W8, 155 3,546.810
Other banks' ...................... W. 753,089 43.011.636 91.865.380 3M4,767 11,361,617

Total ........................... 8 03"2 93,414,144 '230,91,751 65,292,922 14,908,42?

I Excluding the National Mortgage Bank and the State Insurance Bank.

Montevideo bank clearings increased from 822,374,000 pesos in 1929 to
853,285,000 pesos in 190.

Total note circulation of the Banco de ]a Republica, including notes of the
minor issue (notes redeemable in gold or silver at the bank's option), increased
from 71,340,222 pesos at the end of 1929 to 74,116,079 pesos at the end of 1930.
The legal gold reserve ratio of the batik declined from 64.62 to 55.10 per cent. Its
gold reserves totaled 59,506,056 pesos at the end of 1930. The inconvertibililty of
the notes of the bank and the limitation of gold exports continued in effect during
the year.

Perhaps the outstanding financial development of 1930 was the pronounced
weakness in the exchange value of the peso, which declined from a monthly
average of $0.9482,14 in December, 1929, to $0.7499 14 in December, 1930, as
compared with a par value of $1.0342. In response to an inquiry of the minister
of finance as to the causes of the decline in the exchange value of the peso, the
board of directors of the Banco do Ia Republica in a note dated March 25, 1930,
stated, in part, as follows:

"The present economic-financial situation of the country is characterized
principally by the monetary depreciation and by the instability of the interna-
tional exchanges. This situation, in the opinion of the board of directors, has
its origin in the excessiveness of the general consumption of the population and
of public and private expenditures in the face of relative detention of the national
production, (as well as) to the manifest decline of exports, to the immoderate use
of credit in all branches of the national economy, and to the creation of securities
(valores fiduciaries) in quantities which bear do prudent relation to the produc-
tive activities of the country."

VENEZUELA

Economic conditions in Venezuela during 1930 were unsatisfactory as a result
of poor crops; low prices of coffee, cacao, and other products; and lessened
activity in the oil fields. Although these adverse conditions unfavorably affected
collections and were reported to have been factors in the decline In exchange,
the large Treasury surplus on hand at the beginning of the year enabled the
Government to effect heavy expenditures for construction purposes (particularly
in connection with the commemoration of the centenary of the death of Simon
Bolivar) and to deposit funds before the end of the year with legations and
corporations abroad sufficient to retire the foreign debt. These large expendi-
tures, made without recourse to borrowing, considerably reduced funds at the
disposal of the Government, and at the end of the year it was reported that
Government work had slowed down and that some ministries had exceeded their
budgets.

i* Noon buying ratcs for cable transfers in Now York, as reported by the Federal Reserve Bulletin.
92928---PT 2-34
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GOVERNMENT REVENUES AND EXPENDITURES

Largely because of a decline in the second half of the year, revenues during 1930
totaled only 243,659,656 bolivares (1 bolivar $0.193 at par), compared with
256,440,059 bolivares in the previous year. The foregoing figures, however,
include receipts of silver and nickel coinage of 10,200,000 bolivares in 1929 and
gold and silver coinage of 5,850,000 bolivares in 1930. As a result of the extra-
ordinary expenditures occasioned by the commemoration of the Bolivar centenary
and the retirement of the foreign debt, expenditures during 1930 exceeded
revenues by 81,261,955 and totaled 324,921,611 bolivares. This figure includes
5,850,000 bolivares sent to mints for coinage. Venezuelan Government revenues
and expenditures in 1930, by principal items, were as follows:
Revenues: Bolivares

Import duties ----------------------------------------- 95, 093, 795
Tobacco taxes ----------------------------------------- 16, 644, 938
Stamps and stamped paper ------------------------------- 15, 327, 316
Liquor taxes ------------------------------------------ 9, 648, 951
Salt taxes --------------------------------------------- 7, 966, 089
Mines (including petroleum) ----------------------------- 57, 075, 833
Consular revenues -------------------------------------- 6, 800, 605
Lighthouses and buoys --------------------------------- 10, 043, 728
Gold and silver coinage --------------------------------- 5, 850, 000
Miscelaneous ----------------------------------------- 19, 208, 401

Total -------------------------------------- .--------- 243, 659, 656

Expenditures:
Interior ----------------------------------------------- 81, 669, 893
Foreign affairs ----------------------------------------- 6, 751, 930
Finance ----------------------------------------------- 49, 042, 383
War and marine ---------------------------------------- 36, 902, 469
Development ------------------------------------------ 38, 546, 734
Public works ------------------------------------- 9, 801,298
Public instruction ---------------------------------- 11, 386, 422
Health, agriculture, and animal husbandry ---------------- 3, 820, 482

Total ----------------------------------------------- 324, 921, 611
Because of the excess in expenditures over revenues in 1930 funds at the

disposal of the Treasury dropped from 118,248,779 bolivares at the end of 1929
to 36,986,824 bolivares at the end of 1930.

The budget for the fiscal year 1930-31, as enacted in June, 1930, calculated
revenues and expenditures at 202,598,500 and 201,800,000 bolivares, respectively.

PUBLIC DEBT

In May, 1930, the Venezuelan Congress adopted a recommendation made on
the intiative of General Juan Vicente Gomez to include in the budget for the
fiscal year 1930-31 a sum sufficient to pay off the entire foreign debt of the
Republic, and it was subsequently reported that at the end of 1930, funds, ade-
quate for this purpose, had been made available abroad. The payment was
effected by the actual shipment of gold from the Treasury reserves In order to
avoid undue pressure on the exchange market. The public debt at the end of
1929 and 1930 was as follows:

Public debt of Venezuela, 1929 and 1930

Debt Dec. 31, 1929 Dec. 31,1930

Boticcre [ Botiares
Internal ..................................................................... 28,445,385 26,487,72
External .................................................................... 24,345,911 ..............

Total ................................................................. 62,791,298 28,487,742
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In connection with the foregoing figures, it should be pointed out that the
nominal amount of the external debt unredeemed on December 31, 1930, actually
was 21,299,764 bolivares, but on the same date funds were in the hands of lega-
tions and corporations sufficient to completely retire the outstanding foreign
debt.

BANKING, CURENCY, AND EXCHANGE

On account of the business depression and the decline in exchange, banks and
business houses reported a slowing up in collections in 1930, and numerous small
firns were reported to be particularly hard pressed.

On the basis of compilations of the Boletin de la Camara de Comercio de
Caracas, total note circulation and gold reserves of the banks of issue on June
30. 1930, showed no marked changes in comparison with June 30, 1929.

After the first quarter of the year exchange began to decline, until a low rate
of about 5.80 bolivares to the dollar was reached, compared with a par of approxi-
mately 5.18. At the close of the year the rate was around 5.50 to the dollar.
Lower prices and lessened demand for coffee, cacao, and other export products
were reported to be important factors in the decline in exchange. As previously
pointed out, the Minister of Finance reported that the extraordinary payments
necessar" for the retirement of the foreign debt were effected by actually slipping
gold fromn the Treasury r serve. so as to avoid undue pressure on the foreign-
exchange market.

Senator JOHNSON. Proceed with your answer.
Mr. CoIlss. And then, of course, we have a great deal of corre-

spondence, not only upon public finances, but also upon trade finance
and trade matters. The latter I suppose you are not interested
in now.

Senator JOHNSON. That information that you refer to is available
to whom?

Mr. COBLISS. To any American citizen-that is, all except the
confidential matter.

Senator JOHNSON. You publish bulletins as to the financial con-
dition of these various countries in Latin America, do you not?

Mr. ConLIss. Yes, sir.
Senator JOHNSON. Do you, in the case of the Department of Com-

merce, through any of these reports express the view of the depart-
ment as to the unwisdom of any loans that have been made in Latin
America?

Mr. CouLIss. Yes; the commercial attach at Bogota in 1928, in
the early summer at least of 1928, expressed it as his personal view
that Colombia had overborrowed.

The CHAIRMAN. Did he do it publicly?
Mr. CORLISS. No; he did it in a letter to the bureau, addressed to

Doctor Klein, then director of the bureau.
Senator REED. Did you get a private letter from him?
Mr. CoR.mss. Yes; it was a private letter, as I recall it.
Senator JOHNSON. What I am asking you is whether or not your

particular department has at any time expressed itself as to the
unwisdom of any loans made to Latin American countries.

Mr. CORLIss. Following that information we issued a special
circular, copy of which I shall leave with the committee to-day, No.
305, pointing out certain developments in the Colombian financial
situation as a result of which it was our opinion that the situation
deserved serious consideration. We pointedout that there had been
a great, deal of borrowing, particularly by the subordinate political
entities. There had just been passed an antialcoholic law in Colombia,
which raised the selling price of liquor and which might affect sales;
thiis had actually been the case in one department. This might
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jeopardize the revenues pledged to loans by some of these departments,
and the difference was to be taken up by the central government.
We stated in the summary at the end that the financial position of the
central government made it doubtful that it could take up that
difference, or at least the government would find it difficult to do so;
In the circular we gave a complete list of the Colombian loans floated
in the United States up to the time when the circular was issued.

The CHAIRMAN. Have you a mailing list for circulars of that
character?

Mr. CORLISS. Yes, sir.
The CHAIRMAN. And do you send the circulars to all the' names on

your mailing list?
Mr. CORLISS. Yes, sir.
The CHAIRMAN. Will you put a copy of that mailing list in the

record at this point?
Mr. CORLIss. It is not held in our division, but I do not see any

reason why it should not go in.
Mr. JONES. We can easily do that.
The CHAIRMAN. And is that available for 1928 and 1929 as well as

for 1930?
Mr. JONES. Well, Mr. Chairman, that list is being constantly

changed. We circularize the names on the list every year to find
out if people are still interested,

The CHAIRMAN. I am only asking that you put in the lists that
you had in 1928 and 1929.

Mr. JONES. We could not say now definitely what names were on
that list then.

The CHAIRMAN. Don't you have that list published?
Mr. JONES. No.
The CHAIRMAN. Well, you must have it somewhere in your records.
Mr. JONES. Yes, we have that list, but it is continually being

changed. It is a continually changing record. Names are being
added and taken from the list, and we do not record the date when
a name is put on or taken off. So it would be a very difficult matter
for us to say precisely which names were on the list at the time
when this Colombian circular was issued. The presumption is that
the most of the names now on the list were then on the list.

The CHAIRMAN. Well, that being the presumption, you will give
us the list, stating what names you know were on there in 1928 and
in 1929 and in 1930.

Mr. JONES. To the best of our knowledge and belief.
Senator REED. Mr. Jones says he will do it if he can.
The CHAIRMAN. Well, he at least knows that some of them were

on the list at that time.
Mr. JONES. Oh, yes. A great many names have been on that list

from the very beginning.
The CHAIRMAN. Give the names that you know that have been

on the list in 1928 and in 1929.
Mr. JONES. How would it do for us to give you a list as of to-day,

and then to check off the names of banks, firms, and individuals
whom we believe were on the list at the time the Colombian circular"
was issued?

Abilene National Bank, for A. P. Rogers, Abilene, Kans.
Acme Flour Mills Co., for A. Fuentes, jr., Oklahoma City, Okla.



SALE OF FOREIGN BONDS OR SECURITIES 827

United States Department of Agriculture, Bureau of Agricultural Economics,
'for Norman J. Wall, Washington, D. C.

Allis-Chalmers Manufacturing Co., Milwaukee, Wis.
Amalgamated Trust & Savings Bank, Ill West Jackson Boulevard, Chicago Ill.
American Accountant, for Arthur R. Tucker, 225 Broadway, New York, N. Y.
American Bank Note Co., for J. Bagley, 1710 H Street, N W., Washington, D. C.
American Bankers Association, for W. Espey Albig, Commerce and Marine

Commission, 22 East Fortieth Street, New York, N. Y.
American Bankers Association, for library, 22 East Fortieth Street, New York,

N.Y.
American Bankers Association, for Henry S. Sargant, 22 East Fortieth Street,

New York, N. Y.
American Bankers Association, for William R. Kuhns, 22 East Fortieth Street,

New York, N. Y.
American Equities Reporting Co., 84 William Street, New York, N. Y.
American Exchange Irving Trust Co., for James Heckscher, 233 Broadway,

New York, N. Y.
American Express Co., for Geo. Weston, vice president and treasurer, 65

Broadway, New York, N. Y.
American Foreign Credit Underwriters, service department, 381 Fourth

Avenue, New York, N. Y.
American Foreign Credit Underwriters (Inc.), 381 Fourth Avenue, New

York, N. Y.
American Fomiders Corporation, 50 Pine Street, New York, N. Y.
American Institute of Shipping (Inc.), 17 Battery Place, New York, N. Y.
American Multigraph Sales Co., for A. E. Ashblrner, Cleveland, Ohio.
American National Co., for R. A. Shillinglaw, vice president, American Trust

Building, Nashville, Tenn.
American State Bank, for A. W. Gruenberg, Highland Park, Mich.
American Trust Co., for Henry T. Crosby, manager mortgage and bond

department, Dallas, Tex.
Ames, Emerich & Co., for James C. Ames, 105 Sotuth La Salle Street, Chicago,

Ill.
Amies, Enmerich & Co., for Paul M. Atkins, engineer-economist, 5 Nassau

Street, New York, N. Y.
Ames, Emerich & Co., for Charles Behrens, 5 Nassau Street, New York, N. Y.
Anderson Plotz & Co., 120 South La Salle Street, Chicago, Ill.
Anglo London Paris Co., San Francisco, Calif.
Armour & Co., for J. J. Deady, room 402 Albee Building, Washington, D. C.
H-,rris Aronson, 663 Broadway, New York, N. Y.
Edward Atkins, Park Manor lotel, San Diego, Calif.
Atlantic Corporation of Boston, box 2365, Boston, Mass.
Atlantic Refining Co., for E. Aicher, 260 South Broad Street, Philadelphia, Pa.
Atlantic Refining Co. Library, 260 South Broad Street, Philadelphia, Pa.
Atlantic Refining Co., for John D. Gill, 260 South Broad Street, Phila-

delphia, Pa.
D. Auerbach & Sons, for J. S. Auerbach, 636 Eleventh Avenue, New York,

N.Y.
H. C. Bailey, 27,4 Steel Road, West Hartford, Conn.
Baker Library, Harvard University, Graduate School of Business Administra-

tion, Soldiers Field, Boston, Mass.
Baker, Kellogg & Co. (Inc.), for I. C. Sheehan, 120 Broadway, New York, N. Y.
Baker, Kellogg & Co. (Inc.), 120 Broadway, New York, N. Y.
Baker, Walsh & Co., for Claude F. Baker, 29 South La Salle Street,

Chicago, 111.
Baker, Walsh & Co., 29 South La Salle Street, Chicago, 111.
Baltimore Copper Mills, for C. W. Katenkamp, Highlandtown branch post

office, Baltimore, Md.
Baltimore Trust Co., for W. B. Thurston, assistant treasurer, 17 South

Street, Baltimore, Md.
Bancamerica-Blair Corporation, 44 Wall Street, New York, N. Y.
Bancamerica-Blair Corporation, for E. G. Burland, assistant vice president,

44 Wall Street, New York, N. Y.
Bancitaly Corporation, 44 Wall Street, New York, N. Y.
Bank of' America, J. S. Neefus, foreign department, 44 Wall Street, New

York, N. Y.
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Bank of America, for W. D. Courtright, 660 South Spring Street, Los Angeles,
Calif.

Bank of America of California, for Stewart McKee, 660 South Spring Street,
Los Angeles, Calif.

Bank of America of California, for nalnger, forigle departineet, Seventy-
seventh and Spring Streets, Los Angeles, Calif.

Bank of America National Association, 8 Broadway. New York, N. Y.
Bank of America N. T. & S. A., Intpr.ntioal Ba'nking 1)epartnient, Foreign

Securities Division, 477 California Street, San Francisco. Calif.
Batik of California, N. A., Tacoma, Wash.
Bank of California, for C. K. McIntosh. president, 1111) Califorila Street.

San Francisco, Calif.
Bank of Greene (Inc.), for cashier, Stanardsville, Va.
Bank of Italy, N. T. & S. A., Seventh and Olive Streets, Los Anigeles. Calif.
Bank of Italy, for K. Dorothy Ferguson, librarian, I Powell Street, San 1'ran-

Cisco, Calif.
Bank of London & South America (ULd.). for ". E. Pnt how, 67 Wail -S1reot,

New York, N. Y.
Bank of the Manhattan Co., for Arth'mhr I. 'lit his. I10 Wall Street, New York,

N.Y.
B1ntk of Manhattan Co., for .Jawev I). Mel)Domall, .10 Wall Sireot. New Y irk.
Batik of New York & Trust Co., .52 Wall Street, New York, N. Y.
Bankers Co. of New York, for .1. 11. E;iger. vie* pre4ithent, If; Wall Stret,

New York, N. Y.
Bankers Economic Service, editor, 31 WooMsr Street, New York, N. Y.
Bankers Trust Co., 1:38 North lemisvlvania Strevet, Indiatapolis, id.
Bankers Trust Co., Library, 16 Wall Street. Ne'.\ York, N. V.
Bankers Trust Co., for Sevard Pro-er, chalirman,. 16 Wall St rt-t, New Y irk,

N. V.
Bankers Trust, Co. of New York, for W. .1. Care..v I9)2(1 ilo:t nuni's Blank

Building, St. Louis. Mo.
John E. Barber, 215 West Sixth Stret, ios Angelus. ('alif.
Chas. D. Barney & Co., for statistical departnvtl d. 65 litroa lwnv,. Ne\" York.
G. E. Barrett & Co.. for E. F. Cadiz, -110 Wall Stret.|. New York, N. N.
Barsiow & Co., 79) Wall Street, New York, N. V.
Baier, Pogue, Pond & Vivian, for Frederick I. Bamtr, 24) P'ie Stret. New

York, N. Y.
Bum, Bernheimer Co., for (;Ceorv K. Baum, 1016 Baltimore Aveiue, Katnas

City, Mo.
A. (. Becker & Co. for William M. Welsh, 100 South I,a Salle Street, Chicago,Ill.
A. G. Becker & Co., for .Jay Dmite, 100 South La Salle Street, Chicago, 111.
A. G. Becker & Co., for statistical department, 137 South La Salle Street,

Chicato, Il1.
Stephen Bell, foreign editor, 95 Broad Street, New York, N. Y.
Mr. F. Ruiz Benito, 1018 Arapahoe Street, Los Angeles, Calif.
Bertron, Griscom & Co. (luc.), 40 Wall Street, New York, N. Y.
Bertron, Griscom & Co. (Inc.), for Dr. Max Winkler, vice president, 40 Wall

Street, New York, N. Y.
Better Business Bureau, investors' section, 280 Broadway, New York, N. Y.
I1. W. Bingham, Sytnes Building, Denver, Colo.
Blosser Co., box 1707, Atlanta, Ga.
Blyth & Co., for J. P. Nurinile, 120 Broadway, New York, N. Y.
Blyth & Co., for Ernest J. Iowe, 120 Broadway, New York, N. Y.
Blvth & Co.. for .J. P. Nurmnile, 120 Broadway, New York, N. Y.
W: F. Boedker, care of Brown Bros. & Co., 1531 Walnut Street, 1lhiladelpltia,

Pa.
Bon Bright & Co. (Inc.), 24 Nassaut Street, New York, N. .
Bonbright & Co., Russ Building, San Francisco, Calif.
Bonbright & Co., 209 South Lit Salle Street, Chicago, 11.
Bond & Goodwin, 63 Wall Street, New York, N. Y.
Borden Co., for W. 1H. Curley, 350 Madison Avenue, New York, N. Y.
Boston Post for Clifton B. iarberry, Washington Street, Boston, Mass.
Bosworth, Chanute Loughridge & Co., Seventeeth and California Streets,

Denver, Colo.
Bowman & Co., 220 North Fourth Street, St. Louis, Mo.
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Bradford, Kimball & Co., for Sherman Kimball, 111 Sutter Street, San Fran-

cisco, Calif.
William Bratter, Benderinere Avenue, Intertaken, N. J.
Brighton Bank & Trust Co., for G. M. Mosler, Cincinnati, Ohio.
.I. A. Broderick, State banking department, 51 Chambers Street, New York,

N.Y.
Brookings Institution, 26, Jackson Plaee. Washington, 1). C.
Brooklyn National B.tmk of New York, for Ion. William C. Redfield, 32 Court

Street, Brooklyn, N. Y.
Brooklyn Trust Co., 177 Montague Street, Brooklyn, N. Y.
Brookmifire Eeonomic Service (In..), for library, 551 Fifth Avenue, New York,

N. Y.
.\lex. Brown & Son, for Lawrentce MI. Proctor, 737 Fifteenth Street NW.,

Washington, D. C.
Brown Bros. & Co., 1531 Walnt Street, Philadelphia, Pa.
Brown Bros. & Co., for C. F. Breed, 60 State Street, Boston, Mass.
Brown Bros. & Co., for ere(lit information (lel)artment, 59 Wall Street, New

York, N. Y.
Brow,, Bros. k C'o., for David It. Corbett. 231 Smth La Salle Street, Chicago

Ill.
Burns, Potter & ('o., 202 South Seventeenth Street, 0Omaha, Nebr.
Burns, 'otter & Co., 202 Sitth Seventeenth Street, )malih, Nebr.
(;eo. If. B'r & Co., 105 West Adams Street, Chi.ago, Ill.
Business Chroniclle, liggett Building, Se.ttle, Wash.
BMsiess Week, for Mrs. V. 11. Meredith, Tenth Avenue at Thirty-sixth Street,

New York, N. Y.
Busines. Week, 1252 National Press Buildima, W\.shittgto, 1). C.
It. M. Bylleshy & C,., fir L. B. Krause, librarian, 231 South La Salle Street,

Chicago, 111.
CdIdwell & Co., for library, Union Street at Fourth Avenue, Nashville, Tem.
California National Bank, for .1. W. Wonldidge, Sacramento, Calif.

:in:aldian Bank of Commnerce. S.a ttle, Wash.
Canal Bank & Trust Co., fo~r C. C. ('llins, assistant, vice president, New Or-

leans, La.
Capital Life Insurance Co., Denver, Colo.
(;eorge Carman & Co., 20,S Soulth La Salle Street, Chicago, Ill.
Case, Pomeroy & Co. iic.), for st tistical department, 120 Wall Street,

New York, N. V.
Case, Poinerov & Co. tineD, 120 Wall Street, New York, N. Y.
Case, l'oner'y & Co. (Inc.), for Walter W. Stewart, 120 Wall Street, New

York, N. V.
Cassett & Co., Commercial Trust Building, Philadelphia, Pa.
Caterpillar Tractor Co., export manager, 800 Davis Street, San Leandro, Calif.
Catoir Silk Co., for It. C. Ilulhert, 2,57 Fourth Avenue, New York, N. Y.
Central Hanover Bank & Trust Co., for D. A. Del Rio, assistant vice president,

70 Broadway, New York, N. V.
Central ftanover Bank & Trust Co., for Roger Whittlesey, vice president,

70 Broadway, Now York, N. Y.
Central Hanov'er Bank & Trust Co., ftr foreign department, 70 Broadway,

New York, N. V.
Central Illinoi,; Co., for Robert L. Brown, manager, 304 Land Bank Building,

15 West Tenth Street, Kansas City, M1o.
Central National Batik, for I. S. Sherman, room 1002, 308 Euclid Avenue

Building, Cleveland, Ohio.
Central National Batik, for J. J. Flynn, assistant cashier, Fourteenth and

Broadway, Oakland, Calif.
Central Trust Co. of Illinois, for filiil iforniation deplartiint, 208 South

La Salle Street, Chicago, Ill.
Central United National Bank, for 0. L. Carlton, vice president, 308 Euclid

Avenue, Cle'eland, Ohio.
Certaiiteed Products Corporation, for R. Luther, 100 East Forty-second

Street, New York, N. Y.
Certified Industries (litic.), for Henry W. Beal, 1 Court atid Washington Streets,

Boston, Mass.
Chamber of Commerce of United States, for Colvin B. Brown, Washington, D.C.
Chamber of Commerce of the United States, for Elmer J. Davidson, Washing-

ton, D. C.
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P. W. Chapman & Co. (Inc.), for Charles Howard, 42 Cedar Street, New York,
N. Y.

Ralph Chapman & Co., for Ralph Chapman, 208 South La Salle Street, Chi-
cago, Ill.

Chapman Grannis & Co., 112 West Adams Street, Chicago, Ill.
Chase National Bank, foreign department, for Eugene F. Oswald, 18 Pine

Street, New York, N. Y.
Chase National Bank, for library, Pine Street, corner of Nassau Street, New

York, N. Y.
Chase National Bank of the city of New York, for Adam K. Geiger, 18 Pine

Street, New York, N. Y.
Chase National Bank of the city of New York, credit department, foreign

division, 18 Pine Street, New York, N. Y.
Chase National Bank, for Henry E. Cooper, vice president, 18 Pine Street,

New York, N. Y.
Chase National Bank of the city of New York, for William Cahill, investment

service department, 11 Broad Street, New York, N. Y.
Chase National Bank of the city of New York. for S. Stern, vice president,

18 Pine Street, New York, N. Y.
Chase Securities Corporation, for R. W. Barnes, First National Bank Building,

Denver, Colo.
Chase Securities Corporation, for J. D. Tutin, 60 Cedar Street, New York,

N. Y.
Chase Securities Corporation, for J. R. Miller, 414 Merchants Bank Building

St. Paul, Minn.
Chase Securities Corporation, for C. I. Tomlinson. I11 Sutter Street, San

Francisco, Calif.
Chatham Phenix Corporation, 105 South Lt Salle Street. Chicago, Ill.
Chatham Phenix Corporation, for G. M. Callahan. 149 Broadway, New York,

N.Y.
Chatham Phenix National Bank & Trust Co.. for Charles Jenkinson, 149

Broadway, New York, N. Y.
Chatham & Phenix National Bank & Trust Coo.. vice president, Fifty-seventh

and Third Avenue, New York, N. Y.
Chase National Bank, of the city of New York, for Sheldon R. Green, reserve

department, 18 Pine Street, New York, N. Y.
Chemical Bank & Trust Co., foreign credit department, 55 Cedar Street,

New York. N. Y.
Chemical Bank & Trust Co., for J. W. Platten. pfresident, 55 Cedar Street,

New York, N. Y.
Chicago City Bank & Trust Co., for Fred C. Rathje. 815 West Sixty-third

Street, Chicago, Ill.
Chicago Northwest Trust & Savings Bank, for J. C. White, vice president,

Chicago, Ill.
Chicago Title & Trust Co., for John Y. Meloy. jr., 169 West Washington

Street, Chicago, Ill.
C. F. Childs & Co. (Inc.), 231 South La Salle Street. Chicago, Ill.
Chrysler Export Corporation, for G. H. Stroek, secretary-Treasurer, Box 1394,

Detroit, Mich.
Chrysler Export Corporation, for H. A. Davies, assistant treasurer, box 1394,

Detroit, Mich.
Citizens National Co., for H. M. Bateman, box 427, Arcse Station, Los

Angeles, Calif.
Citizens National Trust & Savings Bank, for Alex. S. Cowie, vice president,

457 South Spring Street, Los Angeles, Calif.
Citizens State Bank of Chicago, for H. H. Bernahl, 3228 Lincoln Avenue,

Chicago, Ill.
Clarke, Lewis & Co., 318 South Nineteenth Street, Omaha, Nebr.
Cleveland Trust Co., for R. T. White, asistant vice president, Cleveland,

Ohio.
Douglas W. Clinch & Co. (Inc.), 72 Wall Street, New York, N. Y.
Charles F. Clise 222 Securities Building, Seattle, Wash.
Cohle & Tyree 6o., for Victor L. Tyree, 711 Union Trust Building, Cincinnati,

Ohio.
Dr. Harry T. Collins, 917 Marlyn Road, Overbrook, Philadelphia, Pa.
William F. Collins, 31 Nassau Street room 1209, New York, N. Y.
Colombian American Chamber of C'omnmerce, 15 Moore Street, New York,

N.Y.
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Columbia University, school of business, for library, New York, N. Y.
Columbus Chamber of Commerce, for froeign trade department, 30 East

Broad Street, Columbus, Ohio.
E. Guy Colvin, 6547 Hollywood Boulevard, Holly wood, Calif.
Commerce Trust Co., for'J. Z. Miller, Kansas City, Mo.
Commercial Investment Trust, for E. W. Davenport, I Park Avenue, New

York, N. Y.
Commercial National Bank & Trust Co., for J. W. Truesdale, 56 Wall Street,

New York, N. Y.
Commonwealth Commercial State Bank for W. W. Smith, Detroit, Mich.
Commercial National Bank & Trust Co., for foreign department, 56 Wall

Street, New York, N. Y.
Concrete Steel Co., 2 Park Avenue, New York, N. Y.
Continental Illinois Bank & Trust Co., H. G. P. Deans, vice president, La

Salle Street and Jackson Boulevard, Chicago, Ill.
Continental Illinois Co., for library, 231 South La Salle Street, Chicago, Ill.
Continental National Bank, for vice president, Lincoln, Nebr.
Asa S. Cook Co., for R. S. Crosby, 603 Franklin Avenue, Hartford Conn.
A. 0. Corbin, 68 West Fifty-eighth Street, New York, N. Y.
Corn Exchange Bank, for Walter F. Frew, president, 13 William Street, New

York, N. Y.
Corn Exchange National Bank, for C. L. Chandler, Philadelphia, Pa.
J. N. H. Cornell, 25 Broad Street. Ne% York, N. Y.
Felix Coste, room 710, 11 Water Street, New York, N. Y.
Council on Foreign Relations, for D. If. Cochrane, reserve department, 45 East

Sixty-fifth Street, New York, N. Y.
George M. Crawford, 48 Wall Street, room 700, New York, N. Y-.
Crescent Tool Co., Jamestown, N. Y.
Crouse & Co., for C. B. Crouse, 1817 Penobscot Building, Detroit Mich.
Curtis, Mallett-Prevost, Colt & Mosle, South Mallet-Prevost, 63 Wall Street,

New York, N. Y.
Curtiss-Wright Export Corporation, for Mr. McCann, 27 West Fifty-seventh

Street, New York, N. Y.
Curtiss-Wright &.port Corporation, for assistant general manager, 27 West

Fifty-seventh Street, New York, N. Y.
Dant & Russell Co., fcr C. L. Seitz, 1101 Porter Building, Portland, Oreg.
Darling-Singer Lumber Co., 419 Oregon Building, Portland, Oreg.
Adolph Dauber, 231 South La Salle Street, Chicago, Ill.
Dartmouth College, Amos Tuck School of Administration and Finance, for

G. W. Woodworth, Hanover, N. H1.
Adolph Dauber Investment Service, 2052 Continental Illinois Bank Building,

Chicago, Ill.
Davis, Skaggs & Co., I1l Sitter Street, San Francisco, Calif.
L. L. Davis Co., 725* South Spring Street, Los Angeles, Calif.

T. .J. Davis, 189 West Madison Street, Chicago, Ill.
I. L. Day & Co., 14 Wall Street, New York, N. Y.
Defiance Spark Plugs (Inc.), L. DeBouder, export department, Toledo, Ohio.
DeFoe Boat & Motor Works, Bay City, Mich.
Denver Chemical Manufacturi' Co.,'for F. .1. Stein, 163 Varick Street. New

York, N. Y.
Denver Post, for financial editor, Denver, Colo.
Detroit Savings Bank, for cashier, State and Griswold, Detroit, Michi.
Detroit & Security Trust Co., for I1. K. Latta, statistical department, Detroit,

Mich.
De Vilbiss Co., export department, 300 Phillips Avenie, Toledo, Oio.
Dewey & Almy Chemical Co., Cambridge B. Mass.
Diamond National Bank, for Walter 0. Phiilips, Pittsburgh, Pa.
Diebold Safe & Lock Co., for C. M. Wilson, export manager, Canton, Ohio.
Dillon, Reak & Co., foreign department, for R. 0. Hayward, manager, 28

Nassau Street, New York, N. Y.
Dillon, Read & Co., for Ht. C. Boshan, 75 Federal Street, Boston, Mass.
Dillon, Read & Co., 3110 Grant Building, Pittsburgh, Pa.
Director of the Mint's office, for S. B. Frantz, Treasury Building, Washington,

D. c.

Diversified Investment Trusts (Inc.), for John J. Spearman, in care of Central
Depositors Bank & Trust Co., Akron, Ohio.

. H. Dixon, 45 Hillside Avenue, Nutley, N. J.
Christian Djorup, C. P. A., 521 Fifth Avenue, New York, N. Y.
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Henry L. Dougherty & Co., manager foreign department, 60 Wall Street,
New York, N. Y.

S. S. Downer, 2205 Twelfth Street, Boulder, Colo.
Drake -Jones Co., 608 Merchants Bank Building, St. Paul, Minn.
Louis Dreyfus & Co., for J. Kayaloff, Produce Exchange, New York, N. Y.
Drovers National Bank, for Ceo. A. Malcoln, 4201 -South Halsted Street,

Chicago, Ill.
Du Pont Co., for Tage F. Vohtz, box 133, Parlin, N. J.
E. I. du Pont De Neniours & Co., chemical department, experiental station,

Wilmington, Del.
Du Pont De Neniours & Co. (Inc.), for Roberto Comez, manager foreign trade

development division, Wilmington, Del.
Eastman, Dillon & Co., for John Simpson Pearson, 120 Broadway, New York,

N.Y.
Economic Research (Inc.), for Philip L. Carret, 120 Broadway, New York,

N.Y.
Electric Bond & Share Co., statistical department, 2 Rector Street, New York,

N.Y.
Empire National Bank, for the president, Clarksburg, \W. Va.
Equitable & Central Trust Co., for Frank N. Phelps, Buhli Building, Detroit,

Mich.
Equitable Securities Corporation, lfarrv Nichol Building, Nashville, Tenn.
Esmont National Bank, Esmont, V'.
Estabrook & Co., 40 Wall Street, New York, N. Y.
Evening Sun, for Rodney Crowther, care of financial department, Baltimore.Md.
Exehane National Bank, Pittslbrgh, Pa.
Export Agencies Corporation, for Mr. Feldihum, 116 Broad Street, New York,

N.Y.
Federal Fari Board, Library, Washington, D. C.
Federal Inernational Bankingr Co., 535 Fifth Avenue, New York, N. Y.
Federal National Batik, for Frank R. Loefller, innager, foreign delartttlttt,

85 Devonshire Street, Boston, Mass.
Federal Phosphorus Co., 930 Brown-Marx Building, Birmingham, Ala.
Federal Reserve Bank, statistical division, Atlanta, Ga.
Federal Reserve Bank, box 834, Chicago, Ill.
Federal Reserve Bank of Cleveland, for library, Cleveland, Ohio.
Federal Reserve Batik, Library, Dallas, Tex.
Federal Reserve Bank of New York, foreign information department, for Eric

F. Lamb, New York, N. Y.
Federal Reserve Bank, reference library, Federal reserve post-office state ion.

New York. N. Y.
Federal Reserve Bank, for library, box 1394, Philadelphia, Pa.
Federal Reserve Bank of Philadelphia, for Arthur E. Post, assistant Federal

reserve agent, 925 Chestnut Street, Philadelphia, PIa.
Federal Reserve Bank of Richmond, for George J. Seay, Richmond, Va.
Federal Reserve Bank, Federal reserve agent, San Francisco, Calif.
Federal Reserve Bank, division of statistics, St. Louis, Mo.
Federal Reserve Board, for Walter R. Gardner, division of research and

statistics, Washington, D. C.
Federal Reserve Board, library, Washington, D. C.
L. B. Ferguson & Co., for L. B. Ferguson, 208 South La Salle Street, Chicago,

Ill.
Fidelity National Co., for Leonard Callender, vice president, Kansas City, Mo.
Fidelity Trust Co., H. 0. Mctzger, assistant secretary, 120 Broadway, New

York, N.' Y.
Fidelity Union Trust Co., Newark, N. J.
Field, U'lore & Co., 120 West Adams Street, Chicago, Ill.
Fifth Third National Bank, for W. F. Gabel, manager foreign department,

Cincinnati, Ohio.
Financial Digest, for Latin American department, 120 Wall Street, New York,

N.Y.
Firestone Tire & Rubber Co., for R. S. Leonard, assistant treasurer, Akron,

Ohio.
Firestone Tire & Rubber Co., for F. W. Kuhlke, export department, Akron,

Ohio.
Firestone Tire & Rubber Co., for library, Akron, Ohio.
First & American National Bank of Duluth, Duluth, Minn.
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First Detroit Co., 735 Griswold Street, Detroit, Mich.
First Detroit Co. (Inc.), for Barnet Lefferts, assistant, vice president, 14 Wall

Street, New York, N. Y.
First Federal Foreign Banking Corporation, 100 Broad Street, New York, N. Y.
First Minneapolis Trust Co., statistical division, Minneapolis, Minn.
First National Bank of Atlanta, Atlanta, Ga.
First National Bank, for James W. McElroy, vice president, Redwood and

Light Streets, Baltimore, Md.
First National Bank, for George I. Williams, Bay City, Mich.
First National Bank, for chashier, Belington, W.'Va.
First National Bank, for Phil Gass, Belleville, Ill.
First National Bank of Boston, for It. M. Chadsey, assistant cashier, Milk

Street, Boston, Mass.
First National Batik of Chicago, executive secretary, Chicago, Ill.
First National Bank, for Harry Salitger, vice president, Chicago, Ill.
First National Bank, for Jane'Grogan, foreign banking (e)artment, Dearborn

and Monroe Streets, Chicago, Ill.
First National Bank in Dallas, for E. M. Bruhns, manager of foreign depart-

ment, Dallas, Tex.
First National Bank, for Roderick '. Fraser, vice president, Detroit, Mich.
First National Bank in )etroit, Woodward Avenue and Cadillac Sqare,

Detroit, Mich.
First National Bank, G. It. Zimtinermat, iiimi.grr foreign i king, department

660 Woodward Avenue, Detroit, Mich.
First National Batk, for Walter It. Joy, Detroit, Mich.
First National Bank, for Paul L. hlamilton, Fort Worth, Tex.
First National Bank, 2127 Avenw B., (alv.sto, Tex.
First -National Batik, for assistant cashier, imtranack, Mich.
First National Bank, Hancock, Mich.
First National Batik, for Andrew C. hohes. % ivc president, Kansas City%, Mo.
First National Bank, for Edward S. Bice, Marquette, Mich.
First National Bank, foreign exchange departinint, Minneapolis, Minn.
First National Bank, Jackson E. Heyliolds, president, 2 Wall Street, New

York, N. Y.
First Natinal Batik 'tt 'it .liI; rgh, forvigio exchange departnaent, box 1233,

Pittslorgh, Pa.
Firn.t Natimtl Bank of Port 'Jowat end, for George Welch, Port Townsend,

Wash.
Fir.st Natimal Batik, for W. F. (;ephart, vice president, St. Louis, Mo.
First National Batik, " ,r Bert 1I. Lanig, vice president, Broadway and Olive

Streets, St. Loui:, Mo.
First National Bank, f. W. Lonertgrti, manager, foreign department, Broad-

way and Olive Streets, St. Louis, Mo.
First National Bank, manager foreign exchange department, St. Paul, Minn.
First National Co., vice president, First National Bank Building, Atlant't Ga.
First National Corporation, for the vice president, 67 Milk Street, Boston,

Mass.
First National Old Colony Corporation, for 1.slih It. Jones, manager, 402

First National Bank Buildinfg, Baltitiore, Md.
First National Old Colonv (' ,rporatiolt, for bond ) prchasing department, 100

Broadway, New York, N. 1".
First National Old Colony Corporation, statistical department, 100 Broad-

way, New York, N. Y.
First National Old Colony Corporation, nitaager statistical department, 100

Br,,aw.,x, New York, N. '.
First National (ld Coloiy ('orporation, for the vice president, 67 Milk Strect.

Boston, Mass.
First Natiod (ld C,loty Corporation, for T. 1. Pierce, assistant vice presi-

dent, 100 Broadway, New Yock, N. Y.
First Seattle l)cxter Horton National Batik, bank investment departittett,

Seattle, Wash.
Fitst Seattle Dexter Ilorton National Bank, foreign department, Seattle,

Wash.
First Seattle Dexter Horton National Bank, foreign trAde department, Seattle,

Wash.
First .Seattle Dexter forton, Securities Co., toward S. Lahinan, personal

analyst, Seattle, Wash.
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First Securities Corporation, Fourth and Robert Streets, St. Paul, Minn.
First Securities Corporation, for A. A. Greenman, St. Paul, Minn.
First Securities Corporation, IT. G. Fraine, manager statistical department,

Fourth and Robert Streets, St. Paul, Minn.
First Security Bank, for R. J. Comstock, jr., vice president, Nampa, Idaho.
First State Bank, for cashier, Royal Oak, Mich.
First State Savings Bank, for cashier, Birmingham, Mich.
First Trust and Savings Bank, for Ben V. Marconi, Cantos, Ohio.
First Union Trust and Savings Bank, for James P. Feeley, assistant cashier,

Chicago, Ill.
First Wisconsin Co., analytical division, 68 East Wisconsin Avenue, Milwaukee,Wis.
Fitzsimmons & Co., for H. E. Schuknecht, jr., 120 South La Salle Street,

Chicago, I11.
Fletcher-American National Batik, for M. W. Soewell, Indianapolis, Ind.
Florasyath Laboratories (Inc.), 1513 Olmstead Avenue, New York, N. Y.
Floras3nth Laboratories (Inc.), for Charles Senior, 1513 Olmstead Avenue,

New York, N. Y.
Folds, Buck & Co., 208 South La Salle Street, Chicago, Ill.
Food Research Institute, Stanford University, California.
Foreign Policy Association, for library, 18 East Forty-first Street, New York,

N.Y.
Foreign Policy Association, for W. T. Stone, National Press Building, Washing-

ton, D. C.
Foreign Trade Security Corporation, 43 Exchange Place, New York, N. Y.
Foreman State Corporation, for J. F. Notheis, 33 North La Salle Street, Chi-

cago, Ill.
Foreman State National Batik, for library, drawer 0, Chicago, Il1.
Foremen State Corporation, for Joe Reilly, 33 North La Salle Street, Chicago,Ill.
Foreman State Corporation, foreign department, 52 Wall Street, New York,

N.Y.
Forgan, Gray & Co., for David L. Shillinglaw, 1 La Salle Street, Chicago, Ill.
George M. Forman & Co., for Y. W. Mann, general sales manager, 112 West

Adams street, Chicago, I11.
Foundation Co., for S. Baxter, 120 Liberty Street, New York, N. Y.
Founders Securities Trust, National Union Bank Building, Boston, Mass.
Fourth & First National Co., Nashville, Tenn.
Morris F. Fox & Co., North Water at Mason, Milwaukee, Wis.
Albert Frank & Co., for I. Abramholf, manager residential department, 165

Broadway, New York, N. Y.
Adolf Friedeberg, 210 Riverside Drive, New York, N. Y.
Fuller Cruttenden & Co., for Fred R. Tuerk, 120 La Sall Street. Chicago, I11.
Furland & Co. (Inc.), 52 Wall Street, New York. N. Y.
Gammack & Co., for Paul Jordi, 39 Broadway, New York, -N. V.
Garland Co., for R. L. Rich, export manager, Cambridgle, Reno andl Prince

Avenues, at East Ninety-first Street on New York Central lRailroad belt line,
Cleveland, Ohio.

General Motors Export Co., for analysis division, General Motors Building,
Broadway at Fifty-seventh Street, New York, N. Y.

Alicia F. Gideon,, room 402, City Hall, Chicago, Ill.
Gillette Safety Razor Co., for Air. G. i. Marcy. South Boston, Mass.
(arold S. Gilk.spie, 278 East Main Street, Sonerville, N. .1.
Gillet & Co., statistical department, Light and Redwood Streets, Baltimore,

Md.
Girard Trust Co., Philadelphia, Pa.
Glass Container Association of America, 19 West Forty-fourth Street, New

York, N. Y.
Globe-Wernieke Co., for export department, Cincinnati, Ohio.
Goldman, Sachs & Co., 30 'ine Street, New York, N. Y.
Goldman Sachs Trading Corporation, for Ailred A. IA4', 30 11ine Street,

New York, N. Y.
Goodyear Tire & Rubber Co., for Z. C. Oseland, treasurer's police. Akron, Ohio.
Goodyear Tire & Rubber Co., for R. E. Davis, economic statistician, cominer-

cial research department, Akron, Ohio.
A. S. Goulden & Co., Woodward Building, Washington, D. C.
Grace National Bank, for F. E. Wheeler, vice-president, Ilanover Square,

New York, N. Y.

F,
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G. V. Grace & Co. (Inc.), 34 Pine Street, New York, N. Y.
Uritham, Parsons & Co., 48 Wall Street, New York, N. Y.
Grand Rapids Savings Bank, for G. L. Daane, president, Grand Rapids, Mich.
Gray, Emery, Vaccoiicells & Co., 1717 Stout Street, Denver, Colo.
A. (6. Grcb6 & Co. (Inc.), for G. F. Rhodes, 70 Van Wyck Boulevard, Rich.111011 Hlill, N. Y.
Greenstein & .Iosephson, for export manager, 702 Broadway, New York, N. Y.
Greenpoint Metallic Bed Co. (Inc.), for 1P. Najera, 226 Franklin Street, Brook-

lYii. N. Y.
Gregory, Van Cleave & Blair, (Inc.), 105 South La Salle Street, Chicago, Ill.
Gruntal, Lilienthal & Co., 60 Broadway, New York, N. Y.
Guaranteed Garages Corporation, 135-04 One hundred and first Avenue,

libchmond lill, N. Y.
Guaranty Co. of New York, for John W. Meyer, jr., 120 West Adams Street,

Chicago, Al.
Guaranty Trust Co. of New York, foreign relations division, 140 Broadway,

New York, N. Y.
Guaranty Co. of New York, C. S. Fink, investment advisory department,. 120

West Adains Street, Chicago, Ill.
Guaranty Co. of New York, for Willis 11. Booth, 140 Broadway, New York,

N.Y.
Giuaranty Co. of New York, reference library, 31 Nassau Street, New York,

N. I .
Guaranty Co. of Now York, Albert Breton, vice president, 140 Broadway,

New York, N. Y.
Guaranty Trust Co. of New York, for H1. G. Brock, vice president, 140 Broad-

way, New York, N. Y.
Guaranty Co. of New York, 811 Fifteenth Street NW., Washington, D. C.
Guardian Detroit Co., V. A. Fletcher, financial library, Fort and Griwsold

Streets, Detroit, Mich.
Guardian Detroit Bank, for Richard Laurence, Detroit, Mich.
Guardian Detroit Co., for Henry O'Connor, 1523 Canal Building, New Orleans,

La.
Guardian Trust Co., for W. J. Shannon, manager foreign department, Cleve-

land, Ohio.
Guiterman Co. (Inc.), 35 South William Street, New York, N. Y.
Gulf States Steel Co., for C. V. Orr, assistant treasurer, Brown-Marx Building,

Birmingham, Ala.
Benjamin F. Haas, 417 Fifth Avenue, New York, N. Y.
Louis M. Hacker, 908 Avenue 0, Brooklyn, N. Y.
Henry 0. Hahn, 58 McMullen Avenue, lartford, Conn.
Hale Waters & Co. for W. L. Cress, 722 Dwight Building, Kansas City, Mo.
Hailgarten & Co., 44 Pine Street, New York, N. Y.
Halsey, Stuart & Co., for librarian, 201 South La Salle Street, Chicago, Ill.
Halsey, Stuqrt. & Co. (Inc.), 35 Wall Street, New York, N. Y.
Albert C. Iammerman, 129 West Seventyseventh Street, New York, N. Y.
Hammermill Paper Co., for W. T. Brust, Era, Pa.
Hammond Reed Co., 9 May Street, Worcester, Mass.
Hapag Trading Co.. 15 Mucre Street, New York, N. Y.
W. A. Harriman & Co., manager foreign s, curities department, 39 Broadway,

New York, N. Y.
Harris, Forbes & Co., for Walter W. itoss, Pine Street, corner William, New

York, N. Y.
Stanley G. Harris, 3700 Washington Street, Sart Francisco, Calif.
Harris Trust & Savings Bank, for Julien H. Collins, 115 West Monroe Street,

Chicago, Ill.
Harris Trust & Savings Bank, for W. R. Bimson, 115 West Monroe Street,

Chicago, Ill.
Harris Trust & Savings Bank, for H. L. Parker, 115 West Monroe Street,

Chicago, Ill.
George D. Harter Bank, for Alfred Ziff, Canton, Ohio.
Cale P. Haun, 403 Harry Nichol Building, Nashville, Tenn.
Harvard University, George B. Roorback, Morgan Hall, Soldiers Field, Boston,

Mass.
Harvard Economic Society (Inc.), for library, 1430 Massachusetts Avenue,

Boston, Mass.
Herrick Co., for T. G. Horsfield, Cuyahoga Building, Cleveland, Ohio.
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Hayden, Stone & Co., investment department, 25 Broad Street, New York,
N.Y.

Hemphill, Noves & Co., 35 Wall Street, New York, N. Y.
Hibernia Bank & Trust Co., Carondelet at Gravier Street, New Orleans, LIa.
Hibernia Commercial & Savings Batik, for manager foreign department.

Portland, Oreg.
Thomas C. Higgins, 220 Benjamin Street, Saginaw, W. S., Mich.
Highland Park State Bank, for L. F. Merz, Highland Park, Mich.
N. B. Hlnckley, 720 Common Street, New Orleans, La.
Hoover Co., for L. B. Sawyer, controller, North Canton, Ohio.
Born Saw Manufacturing (Inc.), for 11. C. Iorn, president, 350 Bowery Street.

Akron, Ohio.
Plornblower & Weeks, 42 Broadway, New York, N. Y.
Henry Howard, Paradise Road, Newport, R. 1.
John Babcock Howard, 1223 New Industrial Trust Building, Providence, It. 1.
IrvingH. Howe, 305 Boston Building, Denver, Colo.
J. L. udson Co., for H. L. Dunham, Woodward Avenue, I)etroit, Mich.
Cbn-,. L. Huisking & Co. (Inc.), 5 Platt Street, New York, N. Y.
Win. M. Humphrey & Co., 1520 Packard Building, Philadelphia, Pa.
C. IH. Huston & Co., 111 Broadway, New York, N. Y.
Hutchinis-Sealv National Bank, 2209 Avenue D, Galveston, T x.
Hytron CorporAtion, 76 Lafayette Street, Salem, Mass.
August Ihlefeld, jr., 51 Chambers Street, New York, N. Y.
Illinois Bankers' Association, 33 North La Salle Street, Chicago, Ill.
Immigrant State Bank, for F. M. Just, W. North Avenue and Sedgewick,

Chicago, Ill.
Industrial Trust Co., for W. G. Meader, Providence, It. 1.
International Acceptance Bank (Inc.), for Paul M. Warburg, 31 Pine Strcet,

New York, N. Y.
International Acceptance Bank (Inc.), 52 Cedar Street, New York, N. Y.
International Banking Corporation, for M. D. Currie, vice president, 55 Wall

Street, New York, N. Y.
International Banking Corporation, 209 Bush Street, San Francisco, Calif.
International B. F. Goodrich Corporation, 342 Madisom Avenue, room 342.

New York, N. Y.
International B. F. Goodrich Corporation, Akron, Ohio.
International Business Machines Corporation, G. .1. Rebsamen, asistan,

manager for department, 270 Broadway, New York, N. Y.
International Corporation Co., 150"Broadway, New York, N. Y.
International General Electric Co., for A. D.AKline, Schenectady, N. Y.
International Madison Bank & Trust Co., 100 Park Row, Now'York, N. Y.
International Manhattan Co., for Miss Nash, 40 Wall Street, New York, N. Y.
International Manhattan Co., .. A. 'Milholland, vice president, 40 Wall Street,

New York, N. Y.
International Paper Co., for H. C. Scott, statistical department, Pershing

Square Building, Park Avenue and Forty-second Street, New York, N. Y.
International Telephone & Telegraph Corporation, Sidney Brooks, information

department, 67 Broad Street, New lork, N. Y.
International Trading Corporation, Norfolk, Va.
Interstate Trust & Banking Co., Canal at Camp Street, New Orleans, La.
Investment Research Corporation, library, Penobscot Building, Detroit, Iicih.
Investors Economic Service, 213 W. Wisconsin Avenue, Milwaukee, Wis.
Investors Equity Co., for R. J. George, 65 Broadway, New York, N. Y.
Investors Equity Co. (Inc.), 15 Exchange Place, Jersey City, N. J.
Investors of Washington (Inc.), for John F. Dreyden,' Peo)les Life Insuraunce

Building, Fourteenth and 1t Streets, NW., Washington, I). C.
Deputy Superintendent of Banks, investment and statistical bureau, for

August Ihlefeld, 80 Centre Street, New York, N. Y.
Iowa Bankers Association, for Frank Warner, secretary, 430 Liberty Building,

Des Moines, Iowa.
Iowa-Des Moines Co., for Albert J. Robinson, vice president, Iowa National

Bank Building, Des Moines, Iowa.
Irving Trust C., for James Heckscher, 1 Wall Street Now York N. Y.
Irving Trust Co.. for Lewis Pierson, 1 Wall Street New York, R. Y.
Irving Trust Co., library, 1 Wall Street, New Yor, N. Y.
A. Iselin & Co., for G. B. Sherwell, 40 Wall Street, New York, N. Y.
A. Iselin & Co., 40 Wall Street, New York, N. Y.



SALE OF FOREIGN BONDS OR SECURITIES 837
Italian Investment Corporation, for Dorothy Wagner, 524 Montgomery Street,

San Francisco, Calif.
Jackson Bros., Boesel & Co., Brian J. Ducey, statistical department, 316

South La Salle Street, Chicago, Ill.
B. W. Fleisher, Japan Advertiser, 110 East Forty-second Street, New York,

N.Y.
David E. Judd, 424 Puritan Road, Swampscott, Mass.
Eldred M. Keays Co., 135 Wells Street, Milwaukee Wis.
Kalman & Co., MeKnight Building, Minneapolis Minn.
Kalman & Co., for C. 0. Kalman. 144 E'ndicott Building, St. Paul, Minn.
Keane, Iliglie & Co., Penobscot Building. 645 Griswold Street, Detroit, Mich.
Eldred M. Keays Co., 105 Wells Street, Milwaukee, Wis.
Keeney Oil Co. (Inc.), for 0. P. Keeney, 11 Broadway, New York, N. Y.
John Eoghan Kelly, 17 Battery Place, New York, N. Y.
Kelly, Converse & Co., 40 Exchange Place, New York, N. Y.
Dr. E. W. Kemmerer, 161 Hodge Road. Princeton, N. J.
Kemslev, Millbourn & Co. (Ltd.), for vice president, 40 Rector Street, New

York, N. Y.
Kenisley, Millbourn & Co. (Ltd.). fom D. R. Loring, 40 Rector Street, New

York, N. Y.
Fred 1. Kent, room 1507, 100 Broadway. New York, N. Y.
Kidder, Peabody & Co., William Ilolwav Hill, Boston, Mass.
Kidder, Peabody & Co., 115 Devonshire Street, Boston, Mass.
Kidder, Peabody & Co., 17 Wall Street, New York, N. Y.
Kirstein Busines.s Branch, for Boston Public Libary, First floor, 20 City Hall

Avenue, Boston, Mass.
Kissel, Kinnicutt & Co., for walter Cruttenden, 120 West. Adams Street,

Chicago, Ill.
Kissel, Kinnicutt & Co., for B. .. Van Rensselaer (2 copies), 14 Wall Street,

New York, N. Y.
Kuhn, Loeb & Co., for John A. Payne, William and Pine Streets, Now York,

N.Y.
A. E. Kusterer & Co., for Roger Verseptit, jr., 303 Michigan Trust Building.

Grand Rapids, Mich.
K. V. S. Co., box 207, Lake City, Fla.
A. M. Lamport & Co. (Inc.), 4.1 Pine Street, New York, N. Y.
Lane, Piper & Jaffray (Inc.), for C. C. Rudd, 1200 First National-Soo Lile

Building, Minneapolis, Minn.
Lane, Piper & Jalfray, for E. N. Dion, First National-Soo Line Building,

Minneapolis, Minn.
Lansford & Co., for P. 71'. Lansford. president, 33 North La Salle Street,

Chicago, Ill.
Lasser Bros., 68 William Street, New York, N. Y.
Stanley F. La Vey, general agent French Liki :, 40() Manufacturers' and 'T'raders'

Building, Buffalo, N. Y.
Lawyers International Corporation, 68 William Street, New York, N. Y.
Lazard Freres, for statistical department. 120 Broadway, New York, N. Y.
A. B. Leach & Co. (Inc.), statistical department, 57 William Street, New York,

N.Y.
League of Nations, for A. Loveday, finance and economic section, Geneva,

Switzerland.
Rufus E. Lee & Co., 1119 City National Bank Building, Omaha, Nebr.
Lee, Higginson & Co., foreign department. 70 Federal Street Boston, Mass.
Lee, lligginson & Co., for W. M. Flower. 137 West Jackson boulevard, Chi-

cago, Ill.
Lee, Iligginson & Co., for statistical department, 209 South La Salle Street,

Chicago, 111.
Lee, Higginson & Co., 37 Broad Street, New York, N. Y.
Lee, Higginson & Co., for Spencer Phenix, 37 Broad Street, New York, N. Y.
Lenape Trading Corporation, for E. J. Beattie, 225 Broadway, New York,

N.Y.
F. St. Elmo Lewis, 1505 Race Street, Philadelphia, Pa.
Liberty Bank of Buffalo, for K. F. Draddy, manager foreign department,

Main and Court Streets, Buffalo, N. Y.
S. Liebovitz & Sons, for S. Brownstein, 75 Leonard Street, New York, N. Y.
Life Savers (Inc.), for A. J. Frick, Port Chester, N. Y.
Raymond U. Light, box 167, Montvale, N. J.



838 SALE OF FOREIGN BONDS OR SECURITIES

Lincoln-Alliance Bank, for Howard W. Glienke, manager, foreign trade depart.
ment, Rochester, N. Y.

Lincoln National Life Insurance Co., for F. J. Travers, manager investment
research division, Fort Wayne, Ind.

Alber F. Lippmann, 120 South La Salle Street, Chicago, Ill.
F. J. Lisman & Co., 44 Wall Street, eighth floor, New York, N. Y.
Loomis, Suffern & Fernald, 50 Broad Street, New York, N. Y.
Los Angeles Division Bank of Italy, for It. E. Dorton, manager international

banking department, Seventh and Olive Streets, Los Angeles, Calif.
Louisiana University, College of Commerce, for Prof. Joseph Mayton, Baton

Rouge, La.
Chase W. Love, suite 828, State Bank Building, 120 South La Salle Street,

Chicago, Ill.
Justus F. Lowe Co. (Inc.), First National-Soo Line Building, Minneapolis,

Minn.
Ludlow Sales Corporation (Inc.), 80 Federal Street, Boston, Mass.
Lybrand, Ross Bros. & Montgomery, 80 Federal Street, Boston, Mass.
G. H. Lynen & Co. (Inc.), for Miss Hirschi, 89 Broad Street, New York N. Y,
M. & T. Trust Co., for -James M. Cotter, Buffalo, N. Y.
Mackay & Co., for H. Heineniann, 14Wall Street, New York, N. Y.
Mackubin, Goodrich & Co., for Albert W. Thorpe, 111 East Redwood Street,

Baltimore, Md.
Mackubin & Goodrich, for It. L. Degroff, Redwood and South Streets, Balti.

more, Md.
Marine Midland Trust Co., for Lawrence Wilkinson, 120 Broadway, New York#

N.Y.
Marine Paint & Varnish Co. (Inc.), box 192, New Orleans, La.
Marine Trust Co., Graydon Bowen, statistician, Main and Seneca Streets,

Buffalo, N. Y.
Marine Trust, for Ralph Wahlborg, Buffalo, N. Y.
Marine Trust Co. of Buffalo, for A. M. Werner, foreign department, Buffalo,

N.Y.
John C. Marshall, 112 Green Bay Road, IHubbard Woods, Ill.
C. Harold Martin, 3900 Greystoie Avenue, New York, N. Y.
Martin Rubber Co. (Inc.), for Walter L. Tepper, 327 Jackson Avenue, Long

Island City, N. Y.
Matagorda Plantation, for M. M. ]food, Jonestown, Miss.
McCall Co., for export manager, 230 Park Avenue, New York, N. Y.
George 1i. McFadden & Bro.. for William G. Reed, statistician, Philadelphia,

Pa.
Dr. C. E. McGuire, Cosmos Club, Washington, D. C.
Robert L. McGuire, box 1325, Norfolk, Va.
J. A. MeNear Co., 433 California Street, San Francisco, Calif.
C. A. McQueen, 26 Stone Street, New York, N. Y.
Mercantile-Commerce Bank & Trust Co., A. S. Brueggemann, manager foreign

department, Locust, Eighth, and St. Charles Streets, St. Louis, Mo.
Mercantile-Commerce Co., for Walter W. Ainsworth, vice president, Locust,

Eighth, and St. Charles Streets, St. Louis, Mo.
Mercantile Trust & Deposit Co., for J. R. Crunkleton, assistant secretary-

treasurer, Baltimore, Md.
Mercantile Trust & Deposit Co., for J. R. Crunkleton, assistant treasurer,

foreign department, 200 East Redwood Street, Baltimore, Md.
Merchants National Bank, for Carl J. Swenson, foreign department, Boston,

Mass.
William J. Mericka, 700 Cuyahoga Building, Cleveland, Ohio.
Merrill, Lynch & Co., 40 Wall Street, New York, N. Y.
D. J. Metcalf & Co., 518 Grand Avenume, Des Moines Iowa.
Metcaif, Cogwill & Co. (Inc.), for E. S. Cowgill, Equitable Building, Des

Moines, Iowa.
Metropolitan Life Insurance Co., for library, I Madison Avenue, Now York,

N.Y.
Metropolitan State Bank, for .John Brenza, president, 2201 West Twenty-

second Street, Chicago, Ill.
Alfred Meyer, 60 Broad Street, New York, N. Y.
Ben Franklin Meyer, 208 South La Salle Street, Chicago, Ill.
John M. ,Moyer, jr., 8 Remsen Street, Brooklyn, N. Y.
Meyer-Kiser Bank, 128 East Washington Street, Indianapolis, Ind.
Michigan Trust Co., for I1. B. Wagner, Grand Rapids, Mich.
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Midland National Bank & Trust Co., for T. Oas, vice president, Minneapolis,Minn.
Millen Manufacturing Co., 7 Water Street Boston, Mass.
Millers Falls Co., 28 Warren Street, New Yvork, N. Y.
Victor A. Miller, Symes Building, Denver, Colo.
Minalesota Loan &'Trust Co., statistical department, Minneapolis, Minn.
Minot, Hooper & Co. (Inc.), 11 Thomas Street, New York, N. Y.
Mississippi Valley Co., Fourth and Pine Streets, St. Louis, Mo.
Mitchell, Herrick & Co., for H. Weisbrod, Cuyahoga Building, Cleveland,

Ohio.
Missouri State Life Insurance Co., for R. II. Wibbing, assistant vice president,

601 Harry Niehol Building, 400 Union Street, Nashville, Tenn.
Mitchell, Herrick & Co., for R. S. Carleton, Cuyahoga Building, Cleveland,

Ohio.
Mitchell, Hlerriek & Co., for T. G. Horsfield, Cuyahoga Building, Cleveland,

Ohio.
Dr. James It. Mood, Hotel Donald, 1012 Thirteenth Street NW., Waslington,

D.C.
Moody's Investors Service, for J. S. Porter, vice president, 65 Broadway

New York, N. Y. (2 copies).
Moody's Investors Service, foreign department, 65 Broadway, New York,

N. Y. (2 copies).
W. L. Moody & Co., 2028 Avenue D, Galveston, Tex.
D. T. Moore & Co., 50 Broad Street, New York, N. Y.
J. P. Morgan & Co., department of files and library, Wall and Broad Streets,

New York, N. Y.
F. S. Moseley & Co., 112 West Adams Street, Chicago, Ill.
Marcus Nadicr, 00 Trinity Place, New York, N. Y.
Nalray Corporation, 61 Broadway, New York, N. Y.
National Aniline & Chemical Co.,'librarian, 40 Rector Street, New York, N. Y.
National Bank of Commerce, for manager foreign exchange department,

Detroit, Mich.
National Bank of Commerce, for C. F. Reuter, vice president, 439 South Hill

Street, Los Angeles, Calif.
National Banik of Commerce, Milwaukee, Wis.
National Bank of Commerce, for manager foreign department, Seattle, Wash.
National Bank of the Republic, for A. E. Wigeland, 134 South Lia Salle Street,

Chiicgo, Ill.
National Bank of Tacoma, Tacoma, Wash.
National Broadcasting Co. (Inc.), for M. F. Sprague, general library, 711

Fifth Avenue, New York, N. Y.
National Carbon Co. (Inc.), for F. Bellamy, 30 East Forty-second Street,

New York, N. Y.
National City Bank, for E. F. Regan, 55 Wall Street, New York, N. Y.
National City Bank, J. T. Cosby, vice president, 55 Wall Street, New York,

N.Y.
National City Co., H. T. Booth, assistant general sales manager, 120 South La

Salle Street, Chicago, Ill.
National City Co., for T. Pilger, 55 Wall Street, New York, N. Y.
National City Co., for John F. Fennelly, 55 Wall Street, New York, N. Y.
National City Co., for Duane Y. Sarles, Merchants Bank Building, St. Paul,

Minn.
National City Co., for Gardner F. Dalton, 502 First Wisconsin National Bank

Building, Milwaukee, Wis.
National City Financial Library, 52 Wall Street, New York, N. Y.
National Industrial Conference board, for library, 247 Park Avenue, New York,

N.Y.
National Institute of Finance, for librarian, 2,149 West Euclid Avenue, Detroit,

Mich.
National Institute of Finance, for librarian, 24419 West Euclid Avenue, Detroit:

Mich.
National Investors Corporation, 120 Broadway, New York, N. Y.
National Republican Party, for Woncel F. Iletinan, 2057 W%'est North Avenue,

Chicago, Ill.
National Seal Co., Fourteenth Avenue and Thirty-seventh Street, Brooklyn,

N. Y.
National Sliawiuit Bank of Boston, for W. J. llartney, Boston, Mass.

92928-32-Pr 2----5



840 SALE OF FOREIGN BONDS OR SECURITIES

National Shawmut Bank, assistant manager foreign departmentt, 40 Water
Street, Boston, Mass.

National Shawinut Banik, for manager foreign department, 40 Water Street,
Boston, Mass.

Naval War College Newport, It. I.
Neuss, Hesslein & Co., for P. II. Dreekinann, 75 Worth Street, New York, N. Y.
New York Heiald Tribune, for Edward II. Collins, bond editor, 225 West

Fortieth Street, New Yotk, N. Y.
New York University, instructor of finance, Washington Square, East, New

York, N. Y.
New York University, for George W. Edwards, Wall Street division, Trinity

Place, New York, N. Y. (2 copies).
Win. H. Newbold's Sons & Co., for C. Newbold Taylor, 1517 Locust Street,

Philadelphia, Pa.
New York Trust Co., Alfred E. Frostsll, jr., credit department, New York,

N.Y.
John Nickerson & Co., 314 North Broadway, St. Louis, Mo.
Charles R. Nixon, 1120 Sixteenth Street NW., Washington, D. C.
North & South American Corporation, for R. F. O'Toole, I Exchange Place,

Jersey City, N. J.
Northern National Bank, Duluth, Minn.
Northern Trust Co., for Harold 11. Rockwell, vice president, Chicago, Ill.
Northern Trust Co., for II. J. Kareh, Chicago, Ill.
Northern Trust Co., for George F. Spaulding, Bond department, Chicago, Ill.
Northern Trust, for J. T. Ma-yall, 900 Pioneer Building, St. Paul, Minn.
North Western Securities Co., 1201 Milwaukee Avenue, Chicago, Ill.
Northwestern National Bank, for F. H1. Sandberg, assistant cashier, foreign

department, Minneapolis, Mini.
F. C. Norton, 8 Newbury Strect, Boston, Mass.
Norwich Pharmacal Co., for Turner F. Currens, 57 East Eleventh Street,

New York, N. Y.
John Nuveen & Co., 38 South Dearborn Street,, Chicago, Ill,
Oakes & Burger, Cattaraugus, N. Y.
Oliver Farm Equipment Co., export sales department, -1.00 West Madison

Street, Chicago, Ill.
Henry O'Connor, 1523 Canal Batik Building, New Orleans, La.
Ohio Savings Bank & Trust Co., for A. F. Mitchell, Toledo, Ohio.
Old Colony Trust Co., library, 17 Court Street, Boston, Mass.
Old Dearborn State Bank, bond department, 203 North Wabash Avenue,

Chicago, Ill.
Old National Batik & Union Trust Co., bond department, Spokane, Wash.
Old National Batik & Union Trust Co., for W. D. Vincent, president, Spokane,

Wash.
Old National Batik & Union Trust Co. of Spokane, for E. B. Hutcheek, assistant

cashier, Spokane, Wash.
Olmted & Mulhall, for L. A. Swiat Commerce Building, Kalamazoo, Mich.
Omaha National Co., for J. F. Mceloud, Omaha, Nebr.
Clarence Ouslev, 4319 Oak Lawn Avenue, Dallas, Tex.
Overmyer Motld Co., Winchester, Ind.
Pacific National Bank, credit department, San Francisco, Calif.
Pacific World Commerce, for John Thompson, Merchants Exchange Building.

San Francisco, Calif.
E. B. Parkard Co., 30 Church Street, New York, N. Y.
Paine-Rice & Co., eighth floor, National Bank Building, Spokanie, Wash.
Paine, Webber & Co., for A. M. Sakolski, 25 Broad Street, New York, N. Y.
Paine, Webebr & Co., for C. W. Green, Grand Rapids, Mich. .i'

Charles A. Parcells & Co 539 Penobscot Building, Detroit, Mich.
Parke, Davis & Co., 181 hudson Street, New York, N. Y.
Parker, Robinson & Co., for Rex It. Thompson, 120 Broadway, New York,

N.Y.
Parr Electric Export Corporation, for Mr. Parr, 77 Warren St., New York,

N.Y.
Patterson Parchment Paper Co., for J. A. Newman, Passaic, N. J.
Paysoti & Co. (hnc.), for R. 0. Dittlg, 72 Wall Street, New York, N. Y.
P'eabody & Co. 10 Souith La Salle Street, Chicago, Ill.
Henry W. Peabody & Co., for J. E. I)evov, 17 Slate Street, New York, N. Y.
Peophs Savings Banik, for cashier, Gratnd "Haven, Mich.



SALE OF FOIIEION BONI)S Olt SECUIIIES 841

Peoples State Bank, Peoples Bank Building, Indianapolis, Id.
Peoples Trust & Savings Bank, bond department, Michigan Boulevard and

Washington Street, Chicago, Ill.
Peoples Wayne County Bank, for Francis A. Grady, Dime Building Office,

Detroit, Mich.
Perfection Mattress & Spring Co., 831 North Twenty-fourth Street. Birming-

ham, Ala.
Edward F. Perkins Co., 937 Michigan Trust Building, Grand Rapids, Mich.
Permutit Co., for manager of s'les, 440 Fourth Avenue, New York N. Y.
Personal Finance News, for Mr. Marrinan, 712 Tower Building, Washington,

D.C.
Peters Cameron Co., for Reed C. Peters, Peter.s Trust Building, Omaha, Nebr.
Petter, Curtis & Petter, for Jay H. Petter, 731 Michigan Trust Building, Grand

Rapids, Mich.
E. A. Pierce & Co., 700 Seveententh Street, Denver, Colo.
Pilot Electric Manufacturing Co. (Inc.), 323 Berry Street, Brooklyn, N. Y.
Pittsburgh Des Moines Steel Co., 50 Church Street,'New York, N. Y.
Pittsburgh Plate Glass Co., 2 Chester Avenue, Newark, N. J.
Plough Chemical Co., foreign department, box 1507, Memphis, Ten.
Max Pollack & Co. (Inc.), for J. C. Reyes, export manager, 20 West Thirty-

seventh Street, New York, N. Y.
John Pora Co., 3462 Guthrie Street, Indiana Harbor, Ind.
Porter, Ishain & Chandler (Inc.), for Dean E. Christy, 38 Dearborn Street,

Chicago, Ill.
Prentice-Hlall (In.), for C. W. Gerstenberg, 70 Fifth Avenue, New York, N. Y.
Prescott, Wright, Snider Co., for J. G. Callaway, 918 Baltimore Avenue,

Kansas City, Mo.
Priee, Waterhouse & Co., for library, 56 Pita' Street, New York, N. Y.
Princeten University, for Prof. (. I. Whittlesey., eci,tomics department,

Princeton, N. J.
Princeton University, for library (2 copies), Princeton, N. J.
R. E. Prochow & "o. (Ine.), for I. E. Proelow, 231 South La Salle Street,

Chicago, 111.
Protection & Investment Counsel, for F. L. McElroy, 235 Montgomery Street,

San Francisco, Calif.
Public Securities Corporation, for Russell Browning, 810 Ritz Building,

Tulsa, Okla.
F. Racine, 2705 State Street, New Orleans, La,
Rahigh County Bank, for cashier, Beckley, AV. Va.
Iteseareh Servi'ce Corporation, for helen (. l1'roudy, 504 Cuyaloga Building,

Cleveland, Ohio.
Review of Reviews, for A. C. McPhail, ma:uager, financial department,

55 Fifth Avenue, New York, N. Y.
Rhode Island Bankers Association, for John C. I'eel, secretary, Rhode Island

Hospital Trust Co., Providence, It. 1.
Rhode Island hospital Trust Co., for Lincoln 1. Barhcr, Providence, I. I.
C. B. Richard & Co., 44 Beaver Street, New York, N. Y.
Richards, 1)um & Co., for Robers C. I)unt, 26 Broadway, New York, N. Y.
Paid W. Richardson, 720 Pacific Southwest Bank Building, Los Angeles, Calif.
William Ries, 381 Fourth Aveme, New York, N. Y.
Higgs National Bank, for B. G. Dent, assistant cashier, Washington, D. C.
Nicolas Itippen 103 Park Avenuev, New York, N. Y.
C. B. Roberts ingineering Co., for II. C. Drown, 25 Broadway, New Yor.,

N.Y.
Iris Rogers, 003 Ninth Avenue, Seattle, Wash.
E. 11. Rolilis & Sons, for .1. I. Kennedy, 735 Dime Bank Building, Detroit,

Mich.
E. II. Rollins & Sons, 4.1 Wall Street, New York, N. Y.
E. 11. Rollins & Sons, for Roy D. Waters, 504 Pioneer Building, St. Piaul, Miml.
E. II. Rollins & Sons, 212 Ifoge Bilding, Seattle, Wash.
E. II. Rollins & Sons, 1203 Old National Bank Building, Spokane, Wash.
Ross, Pratt & Batty, for William L. Ross, 35 Wall Street, New York, N. Y.
L. F. lRothschild &'Co., 120 Broadway, New York, N. Y.
Royal Baking Power Co., for H. B. ,ilshiger, 595 Madison Avenue, New

York, N. '.
Roval Bank of CanMada, eein itist, MoItrial, Canada.
Fred W. ithible, 1210 l'ir.,t National [at,. Bihlitig, evere, Colo.
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Butter & Co., for H. D. Marshall, 14 Wall Street, New York, N. Y.
Salomon Bros. & tlutzler, 60 Wall Street, New York, N. Y.
San Francisco Chronicle, for 11. E. MeGillicuddy, San Francisco, Calif.
Schluter & Co. Inc.), for E. Newell, 111 Broadvay, New York, N. Y.
J. R.. Schmeltzer & Co., 26 Broadway, New York, N. Y.
Schoellkopf, Hutton & Pomeroy (Inc.), for W. A. Anderson, statistical depart-

ment, 70 Niagara Street, Buffalo, N. Y.
Schoellkopf, Hutton & Pomeroy (Inc.), for George C. Stanley, 63 Wall Street,

New York, N. Y.
J. Henry Schroeder Banking Corporation, manager credit information depart.

inent. 46 William Street, New York, N. Y.
.T. Henry Schroeder Banking Corporation, for research department library, 46

William Street, New York, N. Y.
Schultz Bros. & Co., Union Trust Building, Cleveland, Ohio.
Schuneman, Bayliss & Co., 620 Merchants Bank Building, St. Paul, Minn.
Scott Paper Co, credits and collections, Front and Market Streets, Chester,

Pa.
Scudder, Stevens & Clark, for J. Wallace Winslow, jr., 111 Broadway, New

York, N. Y.
Seattle Co., 803 Second Avenue, Seattle Wash.
Second National Batik of Boston, for foreign department, 111 Devonshire

Street, Boston, Mass.
Second Wisconsin National Bank, for F. C. Clifford, Milwaukee, Wis.
Security First National Bank, for Sylvester 11. Rave, West Los Angles, Calif.
Security First National Bank of Los Angeles, for manager foreign department,

box 160, Arcade Station, Los Angeles, Calif.
Security-First National Co., for W. V. Shannon, Arcade Station, box 160, Los

Angles, Calif.
Security HIome Trust Co., for S. L. MeNarv, Toledo, Ohio.
Security Savings Bank & Trust Co., for C. 1. Christen, manager travel depart-

inent, Toledo, Ohio.
Security Trust & Savings Bank, for vice president, Fifth and Spring Streets,

Los Angles, Calif.
T. & W. Seligman & Co., for Linton Wells, 51 Wall Street, New York, N. Y.
J. & W. Seligman & Co., for Philip E. Bradley, 5.4 Wall Street, New York, N. Y.
J. & W. Seligman & Co., for statistical department, 54 Wall Street, New York,

N.Y.
Shaw, Loomis & Sayles, for Ansel G. Coffin, 1500 Walnut Street, Philadelphia,

Pa.
Silberling Research Corporation (Ltd.), 127 Montgomery Street, San Fran-

cisco, Calif.
Simmons Co., for Norman C. Pierson, 5511 Fifth Avenue, Kenosha, Wis.
I. M. Simon & Co., 315 North Fourth Street, St. Louis, Mo.
Sinclair & Valentine Co., 11 St. Clair Place, New York, N. Y.
L. 0. Skowronski. 5017 Sixth Avenue, Kenosha, Wis.
R. W. C. ,itn1le, 2212 East Seventieth Street, Chicago, Ill.
Chas. I1. F. Smith & Son, banking floor, Bremer Arcadle, Robert at Seventh

Streets, St. Pald, Minn.
South Side Trust & Savings Bank, for I. R. Spellbrink, 4659 Cottage Grove

Avenue, Chicago, Ill.
Sprever & Co., 24 Pint. Street, New York, N. Y.
Stable Money Association, for Norman Lombard, 31 Fairview Iload, Scars-

dale, N. Y.
Standard Accident Insurance Co., investment department, 111 John Street,

New York, N. Y.
Standard Oil Group (Inc.), 60 Broadway, New York, N. Y.
State Department, for F. Livsev, economic advisor, Washington, I). C.
State-Planters Bank & Trust o., for Warren M. Goddard, vice president,

IRichmond, Va.
A. B. Steveiosoi, Iloneywood Ave., Belle Meade Park, Nashville, Tenn.
Stifel, Nicolaus & Co. (Inc.), for Alex Grosherg, 314 North Broadway, St.

Louis, Mo.
Joel Stockard & Co., 106 Penolbscot Building Detroit, Mich.
St.le, Webster & Blodget, for Henry I. Hayes, 90 Broadway, New York,

N.Y.
Straus Nationil Bank & Trilst Co., 565 Fifth Avenue, at Forty-sixth Street,

New York, N. Y.
S. W. Straus & Co., for W. C. Clark, 565 Fifth Avene, New York, N. Y.



SALE OF FOREIGN BONDS OR SECURITIES 843

S. W. Straus & Co., economics department, 565 Fifth Avenue, New York,
N.Y.

Stroud & Co., 1429 Walnut Street, Philadelphia, Pa.
Studebaker Corporation of America, for A. E. Gotsch, foreman credit depart-

ment,, 635 South Main Street, South Bend, Ind.
Sturgis & Melich, 521 Fifth Avenue, New York, N. Y.
Messrs. Sullivan & Cromwell, for Lotus L. Mitchell, librarian, 48 Wall Street,

New York, N. Y.
John Sutorius, 1052 Carmel Avenue, Detroit, Mich.
Henry Swanson, 634 Paris Avene SE., Gran,! Rapids, Mich.
A. L. Swctt Iron Works, for G. E. Schaefer, secretary, Medina, N. Y.
F. 11. Sweetland & Co., 403 Perkins Building, Tacoma, Wash.
Swift & Co., for librarian, Union Stock Yards, Chicago, Ill.
Swift & Co., for A. S. Brant, Adams Building, Washington, D. C.
W. C. Svlvester Investment Co., 919 Baltimore Avenue, Kansas City, Mo.
Tacoma*Cooperative Office, care of Tacoma Chamber of Commerce, Tacoma.

Wash.
Texas Star Flour Mills, Galveston, Tex.
University of Texas, bureau of business research, Austin, Tex.
Third National Bank, foreign department, Dayton, Ohio.
'oledo Scale Manufacturing Co., for research library, Toledo, Ohio.
Tradesmens National Bank & Trust Co., 320 Chestnut Street, Philadelphia,

Pa.
Treasury Department, Secretary of Financial and Economic Research, office

of the Secretary, room 257, Washington, D. C.
Treasury Department, office of Director of the Mint, Washington, D. C.
Trojan Powder Co., Manager, production department, Allentown|, Pa.
Tropenmas Co., 2236 Cunard Buildinq, 25 Broadway New York, N. Y.
Trumibull, Wardell & Co., for C. L. I runabull, 105 West Adams Street, Chi.

cago, Ill.
Trust Co. of North America, for F. J. Oehmnichen, vice president, 93 Liberty

Street, New York, N. Y.
Tucker, Anthony & Co., for Frederick Deane, 71 State Street, Boston, Mass.
Tucker, Anthony & Co., statistical department, 120 Broadway, New York,

N.Y.
Tucker, Anthony & Co., for Ross J. McClelland, 120 Broadway, New York,

.. Y.
Lawrence Turnure & Co., 61 Wall Street, New York, N. Y.
T. W. Tuttle & Co. (Inc.), 500 First Wisconsin National Bank Buihlig,.

AMilwau|kee, Wis.
Twin Cities National Bank, for L. C. Sinions, St. Paul, Minn.
Ulen & Co., Lebanon,'Ind.
Ulen & Co., 120 Broadway, New York, N. Y.
Hans Ullendorir, Park Central Hotel, New York, N. Y.
Ulhnan & Co. (Inc.), 6-0 Guardian Buihling, Cleveland, Ohio.
Undine Twine Mills (Inc.), Moodus, Conn.
Union National Bank, Pittsburgh, Pa.
Union Savings Bank, for Anna G. Kalnier, Pittsbrgh, Pa.
Union Special ,Machine Co., for R. lbb(,tsson, credit mitanager, .100 Nortir

Franklin Street, Chicago, Ill.
United Trust Co., Second Avenuie and Columbia Seeet, Seattle, Wash.
Uniot Trust Co., for .1. (.. G(eddes, vice president, Clevehmd, Ohio.
Union Trust Co., for Emma .M. Boyer, librarian. Euclidl and ]a.it Ninth Street,

Cleveland, Ohio.
Union Trust Co., for C. C. Iiawkins, manager. travel del)artt(.t, I)avtut,

Ohio.
Union Trist Co., Madiit, Wis.
Union 'l'ri:it Co., hox 755, ilittsbiargli. Pa.
Uidled Contiintal Corloration, for EIlilmi M. FIridi h,,imi room 2100, 165

Broadway, New York, N. Y.
United Cotititeit1 Corp.ratlon, for It. R. (httlieh, 115 Ilit :lwlay, New l,,rk,N. V.
United Shoe Machinery Corporation for W B. Barkley, II0 Federal ,(tivet,

Boston, Mass,
United Shoes Machinery Cor)oration, for A. M. Romero, foreign deinamflluent,

140 Federal Street, Boston, Mass.
United States Chamaber of Commerce, for John P. Gregg, moenager, Ameritcan

section, Washington, D. C.
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United States Military Academy, for Col. Lucius H. Holt, West Point, N. Y.
United States National Bank, manager foreign department, Portland, Oreg.
United States Smelting, Refining & Mining Co., I State Street, Boston, Mass.
United States War Department, General Staff, Military Intelligence Division,

Intelligence Branch, Room 603 Walker-Johnson Building, Washington, D. C.
University of Alabama, bureau of business research, University, Ala.
University National Bank, for Harry B. Lear, Seattle, Wash.
University of California, for library, Berkeley, Calif.
University- of Pennsylvania, Lippincott Library, Philadelphia, Pa.
University of Penns lvania, for Dr. It. A. Young, Wharton School, Philadelphia,

Pa.
University of Wisconsin, for Chester Lloyd Jones, Madison, Wis.
Utility Securities Co., for J. C. Ruth, Box 412, Aurora, Ill
Hugo Victor, 53 Fourth Street, Portland Oreg.
William It. Warner & Co. (Inc.), 113 West Eighteenth Street, New York,

N.Y.
Warren Brothers Co., for Job It. Lippincott, vice president, Hudson Ter-

mninal Building, 50 Church Street, New York, N. Y.
Washburn Crosby Co. (Inc.), export office, 117 Liberty Street, New York,

N. Y.
Washington Loatn & Trust Co., for Norman E. Towson, assistant treasurer,

Washington, D. C.
Washington National Bank in the City of Takoma, Tacoma, Wash.
Webster & Atlas National Bank, foreign department, 199 Washington Street,

Boston, Mass.
George D. Webster, 720 Cuyahoga Building, Superior Avenue NE., Cleve-

land, Ohio.
Walter M. Weilepp, Munsey Building, Baltimore, Md.
Hugo Weiner, 1010 Bankers Building, 84 East Wisconsin Avenue, Milwaukee,

Wis.
Welch Grape Juice Co., for B. 1I. Lott, Westfield, N. Y.
Wells-Abott-Niemnan Co. (Inc.), Schuyler, Nebr.
Wells-Dickey Co., for E. A. Purdy, vice president, Minneapolis, Minn.
Wessel, Duvlal & Co., for W. F. Wallace, I Broadway, New York, N. Y.
Wheeler & Woolfolk, St. Charles Hotel Building, New Orleans, La.
Oscar R. Whilden, Whitney Central Building, New Orleans, La.
Charles M. White, Stevens Point, Wis.
White Co., for Seth Robsinson, 152 Thompson Avenue, Long Island City, N. Y.
J. G. White & Co., for W. B. Langlnore, investment advisory department,

37 Wall Street, New York, N. Y.
J. G. White Engineering Corporation, 43 Exchange I4ace, New York, N. Y.
White, Weld & Co., for W%'illiam A. Pearl, 40 Wall Street, New York, N. Y.
White, Weld & Co.. 40 Wall Street, New York, N. Y.
Whitney-Central National Bank, J. E. Bouden, Jr., president, New Orleans. La.
Whittemore Brothers Corporation, for R. B. Capon, export manager, Cam.

bridge, Mass.
Whittlesey, McLean & Co., 2016 Penobscot Building, Detroit, Mich.
Shelby L. Wiggins, 515 Pacific Building, Portland, Oreg.
Wile & Blimn (lne.), 10 Ilubert Street, New York, N. Y.
E. W. Wilson Co., for E. W. Wilson, 604 hunter Dulin Building, San Fran-

Cisco, Calif.
C. T. Williams & Co. (Inc.), 211 Fidelity Building, Baltimore, Md.
Lloyd E. Work & Co., 105 South La Salle Street, Chicago, Ill.
Yale University, for Prof. Fred R. Fairchild, New Ilaven, Conn.
Adolph J. Zang Investment Co., 316 Seines Building, Denver, Colo.
Ernest Zobel Co. (Inc.), Second Avenue and Tenth Street, Brooklyn, N. Y.

Senator JOu.NSON.. Mr. Corliss, subsequent to that circular was
amy loan mnaide to Colombia, if you know?

Mr. CoJILISS. No long-term loan was made to the Colombian
National Government. As I remember it, there was a short-term
advance of $2,000,000 nmalde in 1929 which wa-. taken over by another
group in the first lart of 1930 and flimally paid off from time $20,000,000
short term advance arranged later on %in 1930. A long-term loan of
$2,000,000 was floated for the I)epartnment of Santander in November,
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1928; one of $1,750,000 for the Department of Antiaquia in January,
1929, and one of $500,000 for the city of Barranquilla, in April, 1930.

Senator JOHNSON. Has your department, or have you ill your
custody officially, any agreement made in reference to the Colombian
loan, or the Colombian short-term loan?

Mr. CORLISS. I would have to look that up to make sure.
Senator JOHNSON. You do not know at the present time?
Mr. Coniiss. I do not know offhand.
Senator JOHNSON. If you have any agreements that were made in

reference to any loans to Colombia, will you please present them here
to be inserted inl tile record?

Mr. CORLISS. If they are not confidential I do not see any reason
why they should not be furnished, if there are any.

Senator JOHNSON. Why would they he confidential?
Mr. CoRLISS. Only that we may lave got them from confidential

sources if they were not made public. I do not know about that, and
maybe they are public documents. I would have to look them up.

Senator JOHNSON. I am not asking whether they are or are not
public documents, but it you have any such agreements I ask you to
present them here. If you do not present them for any reason will
you state the reason why you do not present them?

Mr. CORLISS. Yes, sir.
DEI'ARTMENT OF COMMERCE,

BUIIEAU OF FoRE[IGN AND DOMESTIC COMMERCE,
Washington, January 8,1932.li. REED SMsOOT,

Chairman Commitlce on Finance,
United ,Sates Senate, Washington, D. C.

MY DEAn MR. CHAIR.MAN: In the hearings before the Committee on Finance
ont January 7, 1932, 1 was requested to insert ill the record it copy of the agreement
relative to the $20,000,000 advanced by American bankers to Colombia in
1930. This I prontised to do if the information was not confidential.

I now find that I have in my files a typewritten statement of what purports to
be a copyv of the agreentent relative to the above loan but that the information
was furnished to the Department of Commerce in strict confidence. Under these
conditions, I believe it would be inal)propriate for this department to make
)ublic the agreement ill question.

Respectfully yours, .J. C. Corntass,
Finance and Investment Dikision.

Senator 0IoJHiSON. Mi'. Corliss, do you know from yvur investiga-
tions and your knowledge of the situation in Latin Amierica, ~l ietlier
or not anong those who were dealing in Latin-American securities
there was any coipetition, keen or otherwise?

Mr. CORLiss. Yes, sir. There was very keen competition in a
great many countries for those loans.

Senator JON1sNoN. Will you explain what you mean by keen com-
petition ill these various counllries for the loiiens thiit they 1"a1de?

i. CoImiss. At olie time ill Colombia there were s(;mething like
29 representatives, 1 was told. l irhtl)s that figure is exaggerated,
hut there wore 11 great i1aniy r()reseItlti\'Os of Alieiricau financial
losses there trying to get valious loains from the n tionul government,
from the (l'l)iat ilelits, and So forth.

Senator Jo11 NSON. l)oCs that ail)ply as well t otliel oiltl'i('s it
Latin America, an( ill South Amnica?

Ni'. CouLiss. I would sly thia il lreat many eol entries it di(l.
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Senator JOHNSON. There were some firms, Mr. Jones stated on
yesterday, that did not indulge in that competition. Are you familiar
with that matter?

Mr. CORLISS. I do not recall that the Morgan firm engaged in it.
Kuhn, Loeb & Co. I think were only interested in the Mortgage
Bank of Chile.

Senator JOHNSON. The only reason I asked you that question is in
justice to any firms not indulging in that competition, in order that
our record may show the fact.

Mr. CORLISS. There were others whose names do not come to
my mind just now.

'Senator JOHNSON. But generally speaking, if I may paraphrase
the language used by Mr. Jones on yesterday, lenders'were seeking
borrowers in South America and in Latin America?

Mr. CORLISS. Yes, sir.
Senator JOHNSON. And they were endeavoring to induce them if

they could to make loans through then.
Mr. CORLISs. Well, I think before the representatives of the

bankers arrived on the scene the loans had been authorized. I do
not know of any case where that was not so, although there might
have been.

Senator JOHNSON. Are you familiar with the Bolivian loans?
Mr. CORLISS. Yes, sir.
Senator JOHNSON. Would you state whether you expressed any

opinion as to whether or not' Bolivia would be able to carry out her
commitments?

Mr. CORLIss. Do you mean of the present loans?
Senator JOHNSON. Of any loans.
Mr. CoRLiss. Did we express any opinion?
Senator JOHNSON. Yes.
Mr. CoRLISs. We did.
Senator JOHNSON. What was that?
Mr. CoRLIss. The opinion that was expressed by Mr. Jones here

on yesterday.
Senator JOHNSON. And that opinion was what?
Mr. CORLIss. That it was our belief that Bolivia had overborrowed.
Senator JOHNSON. And as to the unwisdom of any future bor-

rowing?
Mr. CORLISS. Yes.
Senator JouNsoN. Do you know anything about Peru?
Mr. CoHLIss. Yes, sir.
Senator JOHNSON. Will you state whether or not-
The CHAIRMAN (interposing). One moment, Senator Johnson. Mr.

Corliss, to whom did you make that statement? And was it in
writing or was it made verbally to individuals or representatives of
companies?

Mr. ConLIss. Well, Mr. Jones handled that himself.
Mr. JONES. It was very largely a matter of conversation, Mr.

Chairman.
The CHAIRMAN. They came to the department, or (lid the depart-

ment ask them to come and receive the information?
Mr. JoNE S. It was a matter of conversation between the economic

adviser of the State Department and myself.
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Senator COUZENS. This conversation did not take place between
any of you in the Department of Commerce and any international
bankers?

Mr. JONES. No.
The CHAIRMAN. That is exactly what I wanted to find out.
Mr. JONES. No. Dillon, Read & Co., who negotiated that loan,

never consulted us about it.
The CHAIRMAN. Nor did you inform them about it in any way?
Mr. JONES. We did not volunteer any information because we

did not think it was our function to do so.
Senator COUZENS. At that particular point I should like to ask if

there is any provision of law which authorizes you to disseminate
information as to your judgment about Latin American or any other
foreign loans.

Mr. JONES. There is no such provision of law. Do you mean to
disseminate our judgment?

Senator COUZENS. Yes.
Mr. JONES. No. But I think there is authorization under the law

which p permits us to disseminate facts regarding commercial and
economic and financial conditions abroad.

Senator COUZENS. But there is nothing in the law which authorizes
you to exploit your judgment concerning this matter of loans.

Mr. JONEs. Absolutely not.
The CHAIRMAN. And 'did you send out any written statement as

to the situation in regard to Bolivia?
Mr. JONES. We had issued a comprehensive handbook on Bolivian

public finances, which represented the very careful work over a
period of several months by a man in my division named McQueen.
That was intended to be a basic work. We hoped in time to get out
a whole series of such studies. We got out such studies for Chile
Bolivia, Colombia, and Peru, all the work of Mr. Mc(ueen, and
rather comprehensive studies, as to revenue, budgetary history, and
records of those countries.

The CHAIRMAN. With any recommendations?
Mr. JONES. None at all. Purely factual studies. And I might add

that Mr. McQueen got a very fine compliment at one time on his
Chilean study. The Chilean ambassador is quoted as having said
that when he wanted to find out facts regarding the finances of his
own country he turned to that handbook. It was a very difficult
work to undertake, because the foreign accounts were kept in paper
pesos and in terms of gold notes. There was quite an undertaking
growing out of condition of budgets, and the attempt to bring them
together, and to make the results comparable over a period of years,
because from time to time in the case of Chile she would change her
method of accounting. I might say that we attempted as best we
could with our limited stair and with the information available to
keep up to date information to the public in these formal studies, and
as Mr. Corliss has pointed out we (lid that through the medium of our
bulletins. We have a series which we call trade information bulletins
in which we reviewed Latin American budgets by years. Then also
this mimeograph service mailing list which you questionedd me about;
and we put in little items of news which wethink would be of interest
to anyone following the Latin American situation. It is very much
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appreciated by bankers as they have told me, and by others. And
the list is open to anyone expressing a desire to be put on it.

The CHnmAI%.A. Was there ever any company or any individual
that has made loans in any country in South America that ever came
to the Department of Commerce and asked your opinion as to whether
a loan would be safe? And if so, did the Department of Conmerce
give them the facts in the case as they had collated them?

Mr. JoxFs. There were a great many instances, Senator Smoot, in
which representatives of banking houses asked us for data bearing on
the finances of those countries for which loans were being considered.
We confined ourselves to giving them the facts. We did not attempt
to advise them as to what they should do. Ve thought our function
was fulfilled when we gave them the facts.

The CHAIP.MAN. In regard to what issues did that take place?
Mr. JONES. More particularly in the last three or foar years when

the service of the finance and investment division came to be better
known. I remember several cases. There was a case of a house in
New York. a very obscure house, the name of which for the moment
I have forgotten, which had secured a lease for a loan desired by the
State of Matto Grosso, Brazil. It so happened that we had issud a
circular on the finances of that State in the regular order. It happened
to be prepared by the consul general at Sao Paulo. It was an official
report based upon their own reports down there. The plain inference
to be drawn from the reading of that circular was that it would be
unwise to make a loan to the State of Matto Grosso, but we did not
say so. We never made a statement to that effect. But the com-
mittee might be interested to know that this particular banking house
wanted us to bring out a revised circular on Matto Grosso, based
upon data which they had gotten from the minister of finance.

The CFIAIAMAN,. Was that a bankimz house in New York Citv?
Mr. JoxNE. Yes; but a very small house. One great trouble during

this period was that so many banking houses of little experience in
international finance stepped into the picture in an attempt to bring
out loans.

The CnAmnMA:. Was that loan made?
Mr. JoN-Es. That loan was not made, fortunately. When I say

fortunately, I should explain that I am expressing merely a personal
opinion.

Senator IARRISoN. Ila- any other organization got similar data to
that of your department respecting the finances of foreign countries?

Mr. ,oNES. Well, about four or tive years ago there was established
under the auspices of the Investment Bankers' Association of America,
an organization known as the Institute of International Finance, which
is operated in conjunction with the Wall Street division of New York
University. A part of the expenses of that institute is bNorne by New
York University, which contributes the services of certain professors
and of certain students who receive fellowships front New York
University. A part of the expense is borne by the Investment
Bankers' Association of America. The Institute of Ir:rnational
Finance has during the last three or four years issued quite a number
of bulletins similar to those we have issued.

Senator H.RRisoN. Does the United States Chamber of Commerce
or the International Chamber of Commerce gather this information
and make it available to the business interests of this country?
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Mr. JONES. About five vears ago they issued several circulars.
The international section of the United States Chamber of Commerce
issued several circulars. I remember a man named Borland being
responsible for them, and I remember when Mr. C. J. J. Quinn was
the manager of the international section of the United States Chamber
of Commerce he was very much interested in having the United
States Chamber of Commerce organize some sort of service of
informational character. But that never came to fruition.

Senator IARRISON. What is the annual appropriation now for
that particular kind of work in the Deparment of Commerce?

Mr. JONES. Well, I think it conies out of a lump sum, Senator
Harrison.

Senator 1IARRISON. About how much is expended by the Depart-
ment of Commerce for that purpose?

Mr. JoNES. In the matter of salaries in my division it would be
about $28,000.

Senator IAlRSO.N. But that does not include it all. You have
to spend money getting this information and elaborating it.

Mr. JoxEs. For that purpose we use the service of our foreign
representatives.

Senator 1hARRISON. You could not. give us any idea about the
total cost of getting up all this data; could you?

Mr. JONES. No; because I would not be able to apportion the time
of the commercial attach6s, diplomatic and consular officers devoted
to it. I might say that the State Department itself through its
diplomatic and consular officers furnishes a great deal of information
which under the law comes to the Department of Comnmerce for
dissemination.

Senator REED. How much was that proposed loan to the State of
.Matto Grosso, Brazil?

Mr. JoNES. I do not recall distinctly, but I think not more than
$8,000,000.

Senator REED. Well, if you have saved the American people that
much that is a justification for your annual appropriation for some
time, is it not?

Mr. JoxEs. Yes, sir.
Senator JOHNSON. Now, Mr. Corliss, you had mentioned particu-

larly Chile, Peru, and Bolivia. upon which there were very elaborate
studies made by the Department of Comm'rce; is that correct?

Mr. Coiniss. There were four countries, Chile, Peru, Bolivia, and
Colombia.

Senator Johfsox. They were Chile, Peru, Bolivia, alnod Colombia.
Mr. CORLISS. Yes, sir,
Senator Joti.Nso.;. Upon this mailing list to whom you send the

studies that you niake were all the principal bankers of New York,
were there not?

Mr. JONES. We think they are; yes.
Senator JohNsoN. And then in 'the ordinary course of the trans-

action of the business in your department you transnitted copies of
these reports to them, did you not.?

Mr. JoNEs. When they requested it.
Senator JOHNSON, I mean on this mailing list.
Mr.JoxEs. Oh, yes. They went out automatically to the name

on that mailing list.
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Senator JOHNSON. Mr. Corliss, was it the view of your department
and of yourself that those four South American States were over-
borrowed?

Mr. CORLISS. Do you mean in 1928, Senator?
Senator JOHNSON. Take any time you like.
Mr. CORLISS. Well, let us take them in their order: It was our

'view in 1928 that Bolivia was overborrowed. It was our view in the
:same year that Colombia was overborrowed. About 1930, around the
-late fall of that year, we began to feel that Chile was overborrowed.
As I recall it, Peru's loans were issued before we could make another
analysis of that country's finances; we had gone into these others
Trst.

Senator REED. You have not told us whether any loans were made
to Chile after you reached the conclusion that it was overborrowed
in 1930.

Mr. CORLISS. I do not believe any other than short-time loans,
Senator-bankers advances. We put out in January of 1931 a sum-
mary of a statement-I believed it was of the Minister of Finance of
Chile-wherein the position was presented in rather an unfavorable
light by the minister himself. It was an attempt on his part ot
convince his congress of the necessity of cutting down their budget.I Senator REED. So far as you know there have been no loans
floated to the American public for Chile or any of her Provinces
since that time?

Mr. CORLISS. No, sir.
Senator KING. Well, let me ask you right there: Do you think that

our country is overborrowed?
Mr. CORLiSS. I shouldn't want to express an opinion on that.
Senator KING. Has your staff, with their technique and long experi-

ence and ability, put out any statements as to whether we should
balance our Budget, and if so how were they made?

Mr. COnLISS. Oh, I think not. Mr. Jones might answer that.
Mr. JoNEs. No, sir; we have not made any statement on that.
Senator KING. But you address yourself to other countries.
Mr. JONES. Yes, sir.
Senator KING. And you have been rather critical of other nations

for not balancing their budgets.
Mr. JONES. I should not say that.
Senator KING. While we are the greatest offender now, aren't we?
Mr. JONES. Well, at the moment our Budget is badly unbalanced,

yes.
Senator KING. And there are none other comparable to us, not even

Great Britain.
Mr. JONES. At this moment, I guess our Budget is as badly unbal-

anced as that of any other nation.
Senator KING. It is worse unbalanced, is it not?
Mr. JONES. I would have to look that up in order to be able to

answer definitely.
Senator KING. Well, we had a big deficit last year, and a larger one

this year, and next year we will perhaps have a deficit of $2,000,000,000
unless we increase our taxes.

Mr. JONES. Perhaps if I were blessed with a larger income I would
be better informed.
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The CIAIRMAN. If our Government wanted to borrow any money
there would be no trouble about it, I take it.

Mr. JONES. Oh, no.
Senator KING. Well, our bonds were down on yesterday to 84.
Mr. JONES. The 3 per cents were; yes, sir.
The CHAIRMAN. And that was on account of the rate of interest.
Senator KING. That might or might not be so. Mr. Corliss, was

your attention called to the statement in the Boston News Bureau of
October, 1931, a very interesting article or statement by Mr. Leopold
Fredrick, who is quite an authority on international finance, I am
advised, and in which he called attention to the unsatisfactory con-
dition of the Austrain Credit Bank and another bank over there, and
that there did not seem to be any accurate information as to the finan-
cial standing of those two banks, as well as others. And then in
a letter to Mr. Wiggin he made certain statements, and this is
the important part that I wish to ask you about, whether you were
advised of-

Senator JOHNSON (interposing). What was that date?
Senator KING. October 30, 1931. He suggested to Mr. Wign

that there be set up a clearing house for foreign credits in New York.
And then he referred to what the Federal Reserve Bank in New
York had been doing, and others. I was wondering if tht+ matter
had been brought to your attention, and whether your organization
or the Department of Commerce had taken up this suggestion and
amplified it in any way or approved it.

Mr. JONES. It happens that Mr. Fredrick whom I know person-
ally, sent me a copy of that clipping, but he did not ask me to express
an opinion on it, simply sending it to me for my information.

Senator KING. For my information, would you mind expressing
your opinion as to the wisdom of banking institutions and so forth
setting up a clearing house for foreign credits in New York?

Mr. JONES. As a matter of fact, such clearing house arrangements
have been established recently as between Hungary and Switzerland
and as between Australia and Switzerland. A few months back the
countries in that area gathered at Prague to consider the establish-
ment of such a clearing house for the Balkan area. But that broke
down on account of the difficulties interposed by the different coun-
tries. The trouble with an international clearing house for credits is
that each individual country will hold out for a particular point of
view. Of course, if foreign exchange is practically normal we have a
sort of clearing house in actual operation. But under present con-
ditions with so many countries imposing embargoes on the export
of gold, restricting the sale of foreign exchange, imposing tariff
barriers of one sort and another, it is a very difficult matter I think
to establish an international clearing house for credits.

Senator KING. You mean at the present time?
Mr. JONEs. Yes.
Senator KING. But you are not speaking of the past or of the

future?
Mr. JONES. No, but under these abnormal conditions.
Senator KING. The suggestion was that a credit clearing house in

New York would be managed by a board of directors chosen among
the heads of foreign departments and the members of reserve banks,
and that there should be a manager who would be some one with

851
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extensive practical credit experience in the United States ana foreign
countries, and thfit such an organization would be of incalculable
benefit.

Mr. JONES. I am not so sure of that. My own observation is that
so many of these efforts to establish new forms of international
financial machinery have been far from successful. I go back im-
mediately to the Ter Meulen plan proposed just after the war.

The CHAIRMAN. Senator Johnson, Mr. Swan is here from New
York, and we can hear these gentlemen from the Washington de-
partments at any time.

Senator JOHNSON. Mr. Chairman, if you desire, we can have these
gentlemen stand aside and now take up the New York witnesses.

The CHAIRMAN. I wish you would.
Senator JOHNSON. Very well.
Senator JOHNSON. I offer in evidence for the purpose of the record

a letter received by me from Mr. Grosvenor Jones, dated January
11, 1932, in answer to an inquiry I made to him as to whether or
not the tables put into the Congressional Record by Congressman
LaGuardia were substantially accurate. I want this in the record
for the purpose of showing, without the necessity of calling every
single, solitary banker that sold a share or a security in this country,
the amount that was sold and the prices and the subsequent depre-
ciation. I read the letter:

DEPARTMENT OF COMMERCE,
BUREAU OF FOREIGN AND DOMESTIC COMMERCE,

Hon. HIRAM W. JOHNSON Washington, January 11, 1932.

United Statcs S'enate, Washington, D. C.
AMy DEAt SENATOR: Receipt is acknowledged of your letter of January 9

asking me to cheek the data regarding foreign loans that were read into the
Congressional Record of December 11, 1931, by Congressman LaGuardia.

I have had those data checked and find that in the main they are quite accu-
rate. However, the South American list excludes sterling issues, portions of
which were sold in the United States. Two such issues are outstanding at
present in a combined amount of about $14,000,000. On the other hand
the data published in the Record take no account of those portions of dollar
issues that were originally sold abroad, for which a deduction of at least
$125,000,000 from the amounts now outstanding should be made.

It might also be noted that the statements reproduced in the Record do not
contain any data regarding the Canadian, Far Eastern, Central American, and
West Indian issues. These data can be supplied in comparable form if you so
desire. Bulletins already in the hands of the committee give the details of the
issues by years as well as summary tables.

On pages 405, 407, and 410 of the Record it is stated that banking commis-
sions are at least 5 per cent. In view of tRe testimony recently given before
the Finance Committee it is, perhaps, unnecessary for me to mention that
commissions vary widely.

The depreciation of these foreign bonds from par has been stated in such a
way as to give the impression that American investors have lost those sums.
As a matter of fact the foreign bonds were sold, almost without exception, at
a discount amounting in a number of cases to as much as 13 per cent. Further-
more, about $3,000,000,000 of foreign issues, originally sold at discounts, have
been repaid through sinking fund and redemption operations, at par or above.

If you will inform me whether you wish further data on the points referred
to above, I shall be glad to have them prepared for you promptly.Sincerely yours,

GROSVENOR l. JONES,
Chief, Finance and Investment Division.
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In the interest of accuracy as to the statement of the Department

of Commerce in regard to these loans I offer the letter with its
attached exhibit.

(The exhibit attached to the foregoing letter is here printed in full
as follows:)

WAR DEBTS AND REPARATIONS

[Extension of remarks of Hon. Fiorello H. LaGuardia, of New York, in the House
of Representatives, Friday, December 11, 1931]

ARTICLES FROM THE NEW YORK AMERICAN CONCERNING INVESTMENTS OF AMER-*
ICANS IN FOREIGN SECURITIES

Mr. LAGUARDIA. Mr. Speaker, the New York American has published figures
indicating the extent to which Americans have invested in securities of foreign
countries.

It is evident from these articles that a thorough search was made for facts.
The results of the New York American's survey were published in a series of
articles.

In view of the widespread interest in this subject, with Congress considering
the war debts owed the United States by foreign nations, I believe the articles
from the New York American will be of great assistance to Congress and the
country.

The articles are as follows:

(No. 1, November 8, 1931)
BILLIONS OF DOLLARS LOSS TO AMERICAN PRIVATE INVESTORS IN FOREIGN SECURI-

TIES IS DISCLOSED IN A SURVEY JUST COMPLETED BY THE NEW YORK AMERICAN

The survey, convering the entire field of the American public's foreign financing
since the war, reveals enormous depreciation in at least 90 per cent of the foreign
bonds and stocks sold to the American public during the hectic period facetiously
characterized as "America's attainment of its financial majority."

What this achievement has cost America's private investors is tragically
portrayed in facts and figures which will be presented in a series of articles of
which this is the first.

COST ENORMOUS

What the cost of the foreign financing folly has been indirectly can only be
approximated. How serious an influence the phenomenal losses in foreign
securities have been on the American securities market can only be surmised.

Suffice to accept as probably enormous the pressure which the huge losses
have exerted upon banking and private loans secured in large part by the sup-
posedly safe foreign securities. With the rapid shrinkage of their value the
effect undoubtedly has been to force heavy dumping of our own American
securities with disastrous consequences to the" American markets.

The survey includes only those securities actually publicly offered in the
United States and, presumably, bought by the public in firm conviction that they
were participating in sound investments, as represented by the Nation's leading
bankers.

SCOPE LIMITED

No account is taken of the enormous aggregate of short-term credits, central
bank credits, etc., running upward of a billion dollars, and advanced in great part
out of public funds placed with the Nation's banking community. Nor is
Canada's vast borrowings included in the survey.

The story of America's private foreign "investments" is one of simple faith
and bitter disillusionment.

It is a tale of violent depreciation, of virtual cancellation of invested funds.
It is written across the boundaries of virtually all nations, great ,and minor, of
Europe, and through the whole of South America. Other parts of the world
contribute to the tragedy, but these two continents-Europe and South America-
absorbed the greatest proportion of America's private foreign lending of the
postwar and war periods.

America's private foreign financing is a portrait of a nation following blindly
the dictates of a banking community suddenly become international-minded
getting into "foreign entanglements" in a financial rense, and running amuck on
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misguided conception of foreign "investing" or lending, extension of loans with a
colossal ignorance of prospects, and with a prodigality unequaled in the economic
history of the world.

The American private investor's experience in foreign financing has become a
nightmare, and hundreds of thousands of our investors have suffered therefrom.

In af, thn world at large during the period of 1914-1930 came to the United
States for a total of $15,000,000,000 in loans.

This is wholly exclusive of the billions advanced directly by our Government
to Europe's governments as "war loans" and which the debtor countries to-day
are seeking to have canceled.

Funds for those loans, too, came from the American investor via the Liberty
and Victory loans, but for the purpose of the present survey they are entirely
ignored. As a matter of fact, these government loans have at least the United
States Government's backing and as such presumably are subject to protection
by Uncle Sam.

But what of the private "investor"?

THREE CLASSIFICATIONS

There are three classes of foreign financing:
1. Government loans-by the United States Government to foreign govern-

ments (the war loans).
2. Private credits-extended by banks and banking houses out of funds in

their control.
3. Public loans-advances by American banks and bankers to foreign govern-

ments and corporations and municipalities, the funds being derived from sale to
American private investors of the bonds and stocks of the foreign governments or
corporations.

It is with the latter class of financing alone that the American's survey is dealing.
From an insignificant annual lending of a comparatively few millions, or better

still, from being itself a borrower, the United States follow ing the war became the
great supplier of capital for the entire world.

QUESTION OF PRIORITY

Naturally, in view of the difficulties which since have become publicly known,
the major question becomes-

Which class of loan shall have priority, government-to-government, private
credits, or loans made by private American investors? This is a matter of
prime importance to the private investor, especially in view of the violent cam-
paigns now engaging the financial world with respect to priority of loans. For
a great many investors the question already has been answered by reason of
the virtual wiping out of their investments.

Our annual private lending abroad bounded forward with amazing rapidity,
until it finally crossed the billion-dollar mark in 1924. Then followed a remark-
able era of billion-dollar years, during which governments, corporations, mu-
nicipalities, churches, and almost every other conceivable enterprise or element
the world over drew upon the seemingly endless American reservoir of capital.

NO DEFINITE POLICY

And borrowing was easy. The American investor was relying upon the
bankers. And faith in the banker was virtually the only measuring rod for
the Investor, for the bankers themselves were subjected to virtually no restriction.

The State Department at Washington, which conceivably is the proper safety
valve for such activities has never had a definite policy regarding private loans
to foreigners or foreign issues floated in the United States. From Washington
comes this explanation of the State Department attitude:

"There is an understanding between financiers and the department by which
all such loans are submitted informally to the State Department before any
action is taken in order to secure State Department approval.

"This has been the practice for some time now dating back to the Coolidge
administration. In general, loans are approved if for constructive purposes
rather than for military purposes.'

I
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LITTLE RESTRAINT

Actually the State Department control over foreign issues has been per-
functory. Its restrictive powers were exercised, if at all, in exceptionally few
instances on record.

No official restraint was practiced anywhere in the United States with respect
to foreign loans being sold to American private investors. Not even the blue-
sky control which frequently detects and prevents fraudulent or suspicious
domestic financing was effective in stemming the tide of foreign loans.

The sellers of these foreign securities enjoyed an absolutely free hand in their
foreign-issue offerings in the American market, even securing listing on the New
York Stock Exchange and other American exchanges by the mere formality of
presenting an innocuous document prepared by the minister of finance or treas-
urer of the foreign nation, municipality, or enterprise.

No check-up was made by the stock exchange to ascertain the accuracy of the
statements therein made, and no recourse is left to the American investor but to.
sit idly by while his investment suffers untold shrinkage.

NO RECOURSE

For to what source is the American private investor to appeal for aid in provin
suspicions of fraud or immorality in the financing? At least the great banks o
the country and the banking houses now worried by their "frozen credits" in
foreign nations can demand Government support to their attempts to recuperate

But the individual private investor has nothing but a vicious loss to record his
participation in the Nation's rise to "world banking leadership."

How great an outpouring of public offerings of foreign securities was experi-
enced during the last eight years alone is graphically evidenced in the following
table:

Total nominal
capital

1923 ---------------------------------------------------- $497, 000, 000
1924 ---------------------------------------------------- 1, 217,000,000
1925 ---------------------------------------------------- 1,316,000,000
1926 ---------------------------------------------------- 1, 288, 000, 000
1927 ---------------------------------------------------- 1, 577, 000, 000
1928 ---------------------------------------------------- 1, 489, 000, 000
1929 ---------------------------------------------------- 705, 000, 000
1930 --------------------------------------------------- 1, 087, 000, 000

What amazing influence had stretched itself over the United States sufficient
to induce such prodigal lending? True, the Nation emerged from the war power-
ful in resources, and its material wealth, aside from loss of man power, was tre-
mendously increased.

But why the staggeringly immense foreign landing?

SECRET GUARDED

Representative McFadder' chairman of the Congressional Banking and
Currency Committ _...., publicly declared that international bankers reap
commissions or profits of 8 to 10 per cent on foreign financing?

The exact figures of commissions or profits are closely guarded secrets. The
New York American attempted to ascertain the figures from New York bankers,
from Washington, Paris, London, Berlin, and elsewhere, but all to no avail.
They may hold the secret for the great banking flotations. There has lately
arisen a growing demand for congressional investigation of the whole sordid
story of American foreign financing spree.

Representative McFadden's assertions, if they can be accepted, would place a
possible profit to the bankers on their foreign financing operations at from twelve
hundred million to fifteen hundred million dollars. At 5 per cent the profits to the
security dealers would be $750,000,000.

But whatever the inducement for the great flood of foreign financing the
American investor is paying the fiddler.

SOUTH AMERICA HIT

What Is the record? Only facts and figures are presented.
In the course of the American's survey a compilation became available from a

seemingly unprejudiced source. It is a table presenting details of the United
92028-32-PT 2- 36
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States public's "investing" record in South America. The source is the Latin.
American Bondholders' Association (Inc.), an organization formed, incidentally,
because of the tragic depreciation in our investments on that continent.

The losses suffered in South American investments are fantastic.
The association's compilation relates that approximately 80 per cent of Ameri.

can investments in that continent had been wiped out by reason of the deprecia-
tion in market values of the "dollar loans" sold to the United States public.

Here are the association's figures:
One hundred and twenty-two South American dollar loans have shrunk in

value an aggregate of eleven hundred million dollars.
Their aggregate par value is only $1,531,906,000.

WORTH ONLY 10 PER CENT

For some countries the bonds sold to American private investors dropped to
an average of less than 10 per cent of their par value. Peru's bonds were selling
this year at 6.8 per cent of par.

Nor was this an isolated case.
Bolivia's bonds were quoted at but 7.7 per cent of par.
But why take individual instances for recording? Here is the association's

compilation country by country:

Approximate marketSApproximate value at 1931 lowv
Amounts principal

I-sued amounts out. Contraction ini
standing (not D P values from parI: complete) ! Dollars ttPer pacentI

of par

Argentisa ................... $420.418,500 $389,414,000 122,035,000 j 31.4 $267,379, jO
Bolivia ...................... 6S.,653,500 59,293,000 4,521,000 7 7 54,772,000
Brazil ....................... 414.130,000 359,745,000 &1. m5.Ot) w I. I 20. 710, 000
ChIle ----------------------- 296,112,000 282, 35.,MO :i3.947,00) . 0S8.000
Colombia .................... 170,:335. 000 154, 35,. (W 28.781, (AX) I'4. 7 125,577,000Peru ........................ (4, 5W0000 90.9150A,0O 5, 1 o2. tK ) .'. 4.794. 000
Uruguay .................. i, 757, 000 59,41M) ,000 14,212,0(90 21.0 45,21, 000

'Tatal .................. 1, 5 1.0 ;. 000 1.1960, 1 WOO 272,743, - - -... -...... -I, 123,442, 00

One of the Peruvian National Government issues sold at 51/1. The interest
alone called for 6. The bonds were sold at 91Y2.

The association estimates that 200,000 investors and millions of other people
in the United States are directly involved in these loans. The chairman of the
association remarks:

"It is too much to hope that all of these issues will ever be paid 100 per cent."
Chile, Bolivia, and Peru already have defaulted on their bonds.

EXACT STATUS VAGUE

Brazil, while not actually in default, has made an arrangement whereby its
obligations are paid by coupons of interest-bearing scrip. Considerable mystery
still surrounds the actual disposition of the Brazilian debts.

The scrip policy has been officials', adopted by the Government of Brazil
through an arrangement with creditors, but as yet the Brazilian States and
municipalities have not announced their status regarding their securities.

(The New York American's next article in this series, to be published to-
morrow, will deal with the individual records of the various South American
dollar loans sold to the American investor. Subsequent articles will deal with
the European phase of the foreign-securities spree.)

[No. 2 November 0, 1031)

FINANCING COMPLETED MAINLY THROUGH SALE OF "DOLLAR BONDS"

(Following is second article in the New York American series on foreign secu-
rities publicly sold in the United States. First article disclosed billions of dollars
loss to American private investors who bought foreign securities. It related a
loss of $1,100,000,000 in American purchases of South American "dollar loans.")

During the period 1914-1930, inclusive, $2,383,000,000 South American gov-
ernment and corporate boulds and stocks were sold to private investors in the
United States.

p
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The total borrowings were divided as follows:

Argentina ----------------------------------------------- $924, 740, 000
Chile --------------------------------------------------- 14,652,000
Brazil -------------------------------------------------- 448, 667, 000
Colombia ------------------------------------------------ 219,774,000
Peru --------------------------------------------------- 103,710,000
Bolivia --------------------------------------------------- 72, 930, 000
Uruguay -------------------------------------------------- 53,918,000
Venezuela ------------------------------------------------- 42, 892, 000
Paraguay -------------------------------------------------- 2,272,000

The greatest portion of South American financing in this market has been
through sale of "dollar bonds" to the American private investor. There are still
outstanding, at par value, $1,396,000,000 of such bonds.

VALUE AT LOW PRICES

Their value, however, at the 1931 low prices, approximated $272,000,000, a
depreciation of 80 per cent.

The above table of South American investmentss" sold to American investors
entirely excludes whatever credits have been advanced to South American govern-
ments, business enterprises, municipalities, and others, where the funds were not
obtained through direct sale of securities to the American public.

It is understood that the aggregate of such credits is enormous. There has also
been a huge total of offerings to the American public of securities representing
United States or semi-United States companies operating in South America, but
which also has been excluded from the present study.

BIG SHRINKAGE

The record of the "dollar loans" of South America bought by American pri-
vate investors is dramatic evidence of the phenomenal shrinkage in values. The
complete record of each "dollar loan," as compiled by the Latin-American Bond-
holders Association (Inc.), is shown in the following table:

Complete record of "dollar loans"

Borrower

ARGENTINA

National Government ............

Amount
Issued

$40,000,000
30,000,000
45, 000, 000
29,700,000
20,000,000
16,000,000
27.000.000
21,200,000?9
40,000.00020,000,000

Buenos Aires Province ........... 14,472,00010, 600.000
41,1101,000
11,675,000

Buenos Aires City ................ 8,490,000
3,396,000
3,396,000

Cordoba Province ............... 5,943,000
Cordoba City ................... 4,669,500

2, 547, 000
Mendoza Province ............... 6, 50,000
Santa Fe Province ................ 10,188.000
Santa Fe City .................... 2,122, 500
Tucuman Province ............... 32,122,0
Tucuman City ............... 3,396, 000

Toted for Argentina ......... 420,418,500

'$.0,000,000 -year notes offered In 1930.

Co-
pon
per Year
cent I

6 1924

6 1924

6 1925

G 1927
6 1927
73 19275,4 1 2

Ohs 1920

7 19257 1927

1927
7 1927
7 19287 1927

711927
7 1927

Approimate

I'ricc IMarket
Amount out- Low, I vahle, low,

standing 1931 1931

96h% $35,938,000 35%1 $12,758,000
95 27,657.000 35% 8,918. OM

96 41,818, 000 35/. 14.845. 000
961i' 27,605,000 35% 9, 80,000
98 19.00,000 35% 6,748,000
98 15,942,000 35% 5, M. 000

99 20,268.000 35 7,195,000
99}4 38,227,000 35 1:3,571.000
97 19,217,000 31 '5,957,000
99 12,5S8,000 25 3,147,000
963 , f'978, 000 23' 2,110,000
96 39,490,000 193 7,702,000
5j34 11, 500, 000 148 2, 09, 000

96 7,678,000 30 2,341,000
973 3,221,000 28 02,000
9831 3,242,000 28 90, 000
95 4,743, 00 41 1,945, 000
98% 4,44,000 16 706,000
97 1,750,000 30 525,000
98 ,4 5, 000,000 18 1,062,000
90 7,734,000 30 2,320, 00
9 1,795,000 25 449, 000
943 1,897. 000 25 474,000

3,150,000 25 7^ 00

S389,414,000 ...... 122,035,000
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Complete record of "dollar loans"-Continued

Approximate
Cou. I

Borrower Amount por Year P Iperc Marketisued per Amount out- Low '

standing I1931' value, low,
1931

BOLIVIA I
National Government ............ $2,400,000 6 1917 97),1 $1,279,000 7 $90,000

24,000,000 8 1922 101 1
, G5. 000 8 1924 93 22,074,000 10 2,207,000

2,188,500 8 1924 93 J
14,oo,000 7 1927 W 13,380,000 6 j 870,000
2300,0 7 1 1928 97% 22,560,000_ 6 1 1, 35,000

Total for Bolivia ............ 68,653,600 ... ..... 293,000 . . 4,521,00

BRAZIL I I
Federal Government ............. 50,000,000 8 1921 98 32,546,000 20 6, 09, 000

25,000,000 7 1922 904 17,881,000 15 2,682,000
60,000,000 6, 1926 904 56,121,000 17 9,541,000
41.500,000 6h. 1927 92 39,477,000 1 7,106,000Rio de Janeiro City .............. I Z, 000, 000 81191 97/ 8, 293,000 14g 1,182, 00
30,000,000 6% 1928 97 30,000,000 10 3,000,000
1,770,000 0 28 99 1,770,000 20 354 000

Ceara State .................... 2,000,000 8 11921 99% 1,980, 000 15 297,000
Maranhao State ................ 1,750,000 7 I19 94 1,702, 000 10 170,000
Minas Ueraes State ............... 8, 5,000 6%1 1928 97h 8,128,000 12 975,000

8,000,000 6%j 1929 87 7,812,000 12 937,000
Parana State .................. 4, 860, 000 7 1928 98 4,642,000 9Y4 429,000
Pernambuco State .............. 6, 00,000 7 1927 9724 5,248,000 7 367,000
Rio de Jaueiro State ............. 6,000,000 6t 1929 91 6,000,000 12% 750,000
Rio Grande do Sul State ......... 10,000,000 8 1921 994 6,ooooo0 25 1.W, 00010,000,000 7 1927 98 9,748,000 12 1,170,000

23,000,000 6 192 94% 23,000,000 10 2,300,000
Cons, municipal ............. 4,000,000 7 1930 97 3, 000 12 467,000

Porto Alegre city ................ 3,500, 000 8 1922 99 3,105, 000 12 372, 000
4,000,000 74 192d 96 3,664,000 10 366, 000
2, 250,000 711928 97h 2,097,000 8 168, 000

Santa Catharina State ............ 5,000,000 8 1922 101 4,705,000 12 565, 000
Sao Paulo State .................. 10,000,000 8 1921 97h 4,950,000 284 1,411,000

15,000,000 8 1925 99 15,000,000 12% 1,912,000
7p50.000 7 1926 96 6,914,000 10 691,00015,000,000 1928 944 14,098,000 10 1,470,000

35,000.000 7 1930 9 31,489,000 47 14,800,000
Sao Paulo city ................. 8,50,000 6 1919 95 5,706,000 19 1,084,000

4,000,000 8 1922 100 3,174,000, 144 460,000
Total for Brazil ............. 414,130,000 .......... ...... 359,745,000 63,035,000

CHILE

National Government ........... 18.000000 7 1922 964 15,100,000 18 2,718,000
42,500,000 6 102 40413 10 4,041,000
27.50. 000 6 1 1 26:004:000 10 2,600,000
16,000,000 6 1928 94 15,577,000 12 1,869,000
45,912,000 6 192 934 44,152,000 12 5,298,000
10,000,000 6 1929 93j 9, 790, 0 12 1,175,000
25, 000, 000 8 1930 1111 24,875, 000 11 2,736,000

Mort. Bank of Chile .............. 20,000,000 925 97 18,700,000 12 2,244,000
20,000,000 681 1926 99 18,623,000 23% 4,876,000
10,000,000 6 1926 98 10,000,000 12 1,200,000
20,000,000 6 1928 95 4 19,237,000 10 1,924,000
2Q,000, 000 6 1929 92 19,797.000 71 1,485,000

Chilean Cons. Mun .............. 15,000,000 7 1929 94 14,767,000 12P 1,809,000
Santiago City .................... 4,000.000 7 1928 100 3,722,000 298,000

2,200,000 7 1930 96 2,178, 000 8 174,000

Total for Chile ............ 296,112,000...... ...... ...... 292,935,000 ... 33,947,000O

National ovemment .... ....... 25,000,000 6 1927 92% 23,750, 000 20 4,750,000
3,000,000 6 19S 95 33,a00.000 19 ,65,000

Agric. Mort. Bank ............... 3,000 7 1926 94 2,200,000 21 467,000
3, 0000 7 1927 97Y 2, 600,000 2 633,000
5, 000, 000 6 1927 92 4,250,000 20 860,000
5,000,000 6 1928 93%1 4,260, 000 21 914,000
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Complete record of "dollar loans"-Continued

Borrower

Anti

Med

Cald

Caue

Call

Cun

Bogo

Sant
Tolin
Barr

Amount
issued

COLOMBA-ontinued
:oquia department:
A ....... ........... $1.000.000
A ................. 3,000,000
I ....................... 6,000,000
C .................... . 2,500.000
D ................. ............ 3,750,000
D............................ 1,750,000
st ................-- - -4.000,000

!d ............................ 4,000.000
........................ 4.350.000

Interest ... ............ 00
ellin City ........ 3, 000. 000

9.000,000
as Department ............. 6.000000

4,000.000
ca Valley Department ........ 2 500. 000

1,500,000
4.500.000

City ......................... 2,000.000
635.000
250.000

dinamarea Department ...... 12.000,000

'ta City ...................... 0.000,000
2, 700, 000

Hinder Department ........... 2, 000.000
ma Department.... .. 1. 2, 500. 000
anquilla City........... A 500,000

1 500.000
C 500,000
D 500.000
E ,500,000

Total for Colombia ......... 170,335.000

PERU
National Govei ment ............ $15,000,000 7 1927

50,000,000 6 1927
25,000,000 6 1928

Callao Province .................. 1, 500,000 74 1927
Lima City ........................ 1 3,000,000 64 1928

Total for Peru .............. 94.500,00 ........

URUGUAY
National Government ............ ,505,000 5 1915

7,500,000 81 1921
30,000,000 6 1928
17,581,000 6 1930

Montevideo City ................. , 000, 000 7 1922
5,171,000 6 19"26

Total for Uruguay.. .. 67,757,000 ..............

Ap
SPrice
Pi Amount out-

standing

proximate

LwIMarket19o1 ' value. low,
1931 . 1931

Cou-
per Year
cent

7 1925
7 120
7 1926
7 1127
7 1928
7 1929
7 '127
7 11127
7 1128
8 1926
7 128
604 1928
74 1 26
7 "2 192)
74, 1626
74,1j 1927
7 1928
7 1927
7 1.28
7 19,30
6/ 1 128

8 1924
64 1927
7 1928
7 1928
8 1925r 1925
6 1927
8 1928
8 '1930

(Next article in the American series will be devoted to a study of European
government bonds sold to American investors. It will be another story of
enormous losses for American investors.)

(No. 3, November 10, 1931J

MORE THAN SIX BILLION BORROWED HERE FROM PUBLIC INVESTORS

(Following is third article in the New York American survey on Ainerican
private investors' losses in foreign-security investments. Previous articles de-
tailed the enormous aggregate depreciation in such investments in South America.
More than a billion dollars' shrinkage in "dollar loans" to South America alone
were disclosed in yesterday's article.-Editor's note.)

European governments and semigovernmental agencies, when they sought
loans in this country in recent years, found the American investor's pocketbook
wide open.

fl $5,200,000 1611 $858000
91%4 .5, 100, oo 164 842,000
964i 2, 000, 000 16, 325,000

93' 5,000,000 1641 813,000
93 3,716.000 14 520,000
94%, 3,670,000 13 477,000
9114' 4,121,000 13 530.000
96% 900,000 17 13A, 000
03fl 2,60 ODD0 22 572,000
93141 8,350,000 1484; W2,000
981h 8, NO 000 2041 1,721,00098 J I
,6- 3,b00,000 20 700,000
96 4,123,000 17 701.000
93 1I
97 2,600,000 22 672,00097 Ii
934. 11,500,000 15, 1,783.000

98 4,C00,000 25 1,225,000
91 2,250,000 201 401.000
94 1,927.000 25 48,000
934, 2,112,000 2.3 4 4 000
99 19O,000 25 44,000

100 305,000 25 70.000
101 423,000 25 1), 000
102 450.000 25 113.000
99 469,000 25 117,000

...... i 15438000 ...... 28.781.000

96%1 $14,400,000 10 $1.440,000
91%! 48,00,000 5 44 2,520,000
91 I24, 400, 000 7 1,708,000
99 ,50,000 10 12.,000
93 2,900, 000 138 399,000

......: 00,950,000 ...... 6,152,000

go 1,293,000 20 259.000
984 3,500.000 30 1,00,000
96h. 28,026,000 25 7,00;7,000
98 I7,000 25 4,326,000
97 , 4, 500, 000 163, 754,000
93H. 4,867,000 18 876,000

...... : 59,490,000 ...... 14,272,000
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Advised by American bankers that they were making sound and safe invest-
ments, American private investors absorbed a staggering amount of European
securities.

The price they have paid for their error is colossal.
The New York American's survey discloses a depreciation of almost $800,-

000,000 has taken place in American private investors' holdings of European
government and quasi-government securities.

What the American private investor has lost in European corporate securities
as distinguished from government and government-guaranteed issues is another
story, but equally tragic.

Since 1914 Europe as a whole obtained upwards of sixty-seven hundred million
dollars from American private investors in the form of loans or through sale of
stocks in this country.

This is 40 per cent of all foreign investments made by American private in-
vestors during the period 1914-1930, inclusive. In all, 15 billions of foreign
offerings were floated in the American market to private investors.

Emphasis is placed on private investors throughout the present series so that
there will be no misconception of the field covered.

This series deals only with foreign bonds and stocks actually sold to the private
American investor through public offering by American bankers. It ignores
entirely the billions lent directly by the United States Government to Europe's
governments as "war loans."

Twenty-six European nations and political subdivisions dipped into the
American private investor's funds at some time or other during the last 17 years
And where the government or municipality of a country or region for some
reason or other failed to float an American loan, its corporations borrowed in the
United States.

Governments, however, accounted for approximately five-,'ixths of the total
borrowings.

The complete record covering the 17-year period 1914-1930 for every European
country or division will be found at the right.

Not all of these securities still are outstanding. Some have been retired, and
a great number of "refunding" operations have been effected whereby new secur-
ities were issued, almost invariably through the American market, to substitute
for or retire issues previously outstanding.

There still are outstanding in excess of $2,400,000,000 of such European govern-
ment and government-guaranteed issues, at par value. This is the total now
owned by American investors.

The current market value of these issues is $1,600,000,000.
Their depreciation from par value is $772,000,000.
(How this enormous loss is divided among the different European nations will

be disclosed in the next article in the New York American survey.)

European securities publicly offered in the United States, 1914-1930

Government Corporate Total

England ................................................ $1,470,247,000 $97,828000 ,,915,000
Frane ................................................. 1, 157,295,000 21.950,000 1,179,245,000
Germany ............................................... 949,842,000 430,794,000 1,380,637,000
Italy. .................................................. 410,795,000 200, 837, 000 617, 32,000
Belg um ................................................ 305,'55. 000 34, 110, 0(0 339,675,000
Norway ................................................ 184, 62.5,000 26,515,000 211,140,000
Switzerland ............................................ 1075, 322, 600 12,480, 000 117, 802, 000
Sweden ................................................ 25, 000, 000 112,94, 000 167,846,000
Netherlands ............................................ 96,451,000 18,947, 000 115,398,000
Austria ................................................. 99,111,000 15, 009, 000 114,120,000
Poland ................................................. 132,075,000 39,250, 000 171,325,000
Denmark ............................................... 215,077, 00 7,164,000 222,241,000
Danzig ................................................. 3,. 000 ................ 3, 0 ,000
Saar Territory .................................. 1IIIAM000................ 11,500 000
Hungary ............................................... .Iq '.0. 000 40,293,000 8, 943, 000
Ru.sla ...................................... 75,000,000................ 75, 000, 000
Rumania ...................................................... ,1,6 9, 19,000
Finland.., .......... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  70.(000, 000 7,000 77, 00 000
Estonia ................................................. 4,000,000 4, 000, 000
Spain ................................................... 44,400,000 44,400, 00
Luxemburg ............................................... 7,500,000 7,500,000
Greece ...................................... 29,000,000 600, OCO 2600, 000
Czechoslovakia ......................................... 53, 750,000 5, 50 000 59,250,000
Bulgaria ................................................ 13,500,000 ............... .13 500, 000
Ireland ................................................. 1.5,000, 0 875, 000 15,875,000
Yugoslavls ............................................. C4, 285,000 ................ 64, M, 000

Total .............................................. 5,5 48, 200, 000 1,159, 00,000 6,708,000,000
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[No. 4, Thursday, November 12,19311

Here is the fourth article in New York American survey of foreign securities
sold to American private investors. Thus far the following facts have been
shown:

First. Some fifteen billions of foreign government and foreign corporation
securities have been floated in the United States since 1914.

Second. Eleven hundred million dollars' depreciation has taken place from par
in American private investor's holdings of South American "dollar bonds."

Third. European government and semigovernment issues of European coun-
tries sold to American private investors have shrunk in value almost $800,000,000.

Fourth. The list of American citizens' investments in the government bonds of
16 European countries shows a loss of 43 per cent from par value at a recent
figure, which was not the low figure of the European debacle.

Fifth. Banking commissions on the sale of the fifteen billion of foreign securities
floated in the United States since 1914 would amount to $750,000,000 if 5 per cent
can be accepted as a fair average commission.

These bankers' commissions, however, sometimes greatly exceed 5 per cent,
so that an estimate of $1,000,000,000 in commissions would not be excessive.

Sixth. None of the foregoing figures have anything to do with United States
Government loans direct to European nations during and immediately followingthe war.Securities of 16 European governments and government agencies have shrunk

in value more than 43 per cent since they were sold to American private investors.
Total depreciation from par value of these European securities amounts to

more than $700,000,000.
And still this enormous loss excludes entirely the vast amount of European

corporation securities which also were sold to American investors.

LOSSES TO INVESTORS

For the purpose of ascertaining the status of American private investment in
European government and semigovcrnment enterprises the New York American
survey was divided into two parts. The part dealt herewith covers those coun-
tries where the decline has been bigger than 10 per cent.

Losses to American investors run into staggering amounts. The $75,000,000
old Russian loans, for example, have been competely wiped out.

Depreciation of 50 per cent or more are frequent.
Accompanying compilation reveals the tragic consequences of America's

liberality in lending billions of dollars to Europe, over and above the billions
advanced by our Government as war loans.

Every country in Europe availed itself of the American liberality.
Germany was a particular beneficiary. That nation's government and semi-

government units now owe to American private Investors over $700,000,000.

CURRENT VALUE

How the market rates this debt is exemplified by the current value of only
$277,000,000.

Depreciation in German Government and semigovernment securities alone
approximates 57 per cent.

It is a sad commentary on the German lending that some of that nation's
outstanding citizens now complain that they were virtually implored by American
bankers to accept loans. The proceeds in a great many instances, notwith-
standing the supposedly dire needs of the country, were utilized for the construc-
tion of bathing facilities, parks, playgrounds, and similar developments.

The bankers' funds for making those loans of course came from the private
American investor who bought the German bonlls offered by the bankers.

But even this isn't the worst experience for the American Investor, forgetting
the Russian loan folly.

Bulgarian securites sold to the American private investor have dropped in value
62_per cent.

Hungarian issues have slumped 60 per cent. Yugo-Slavian securities are avail-
able now for 45 per cent of par, a depreciation of 55 per cent. Poland's securities
have slumped 43 per cent. And so on down thd line for the entire 16 nations of
Europe.

Czechoslovakia, Italy, and Norway, along among the 16 countries surveyed
to-day, show depreciation of 20 per cent or less. Norway's securities have
slumped 10 per cent.
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These facts are reflective of aggregate totals for each nation.
Individual issues have slumped as much as 75 per cent.
The table gives in detail the experiences of the average American investor in

the 16 countries.
(Next article in New York American survey will deal with German Govern.

ment issues sold to United States private investors.)

Enormous depreciation shown in American holdings of European government issues

Par value of Actual cash- a au
offering now itd Par value of Current value Depreciation Deprecla-ofeig3o invested by ousadnfu.tni i(e r

Country whole or in publicof otstanding of outstanding from par tiu (per
part out. United States i ,zies issues 4ent)standing

Austria ........ $3", 611, 000 $127.273,000 $132,426,000 $91,5.0,130 $40,9ai, 870 -30.3Bulgaria ....... 13,500,000 ,2,87000 132,348,.00 9520.5 8,138,932 -62.6enmark ...... 151,977, .500 146,190, 540 149,:216,8750 114,940.310 34,276,440 -22.1
Estonia ........ 4,000,000 3 780,000 4,946, 50 2,967,900 1, 978 0 -40
Finland ........ 70,000,000 65,25, 000 62,948,260 36,534,70 26,3,3 890 -41
Germany ...... 711,192,600 65A, 239,050 649, 089,110 277,413,160 371, 675,950 -57
Greece ......... 26,000,000 23,330,000 25, f(45, 000 14,985,480 i 10,617,520 -41
Hungary ....... 44, 650 000 43,606, I00 42,59, 300 13,911,1530 28,687,770 -60
ireland ......... 15,000,000 14,550,000 3,612,500 2,709,375 903, 125 -25
Italy ........... 187,110,000 176,150,000 171,610,655 137,386, 302 34,224,3&3 -20
Norway . 170,500,000 165,002,325 160,343,000 135, 322,146 31,020,8.54 -10.8
Poland ........ 122, 0#5, 7.50 114,718,250 108,280,110 61,002,800 47,227,230 -43.9
Rumania 5,419,5 0 4,769.160 5.419, 00 3, 251,700 2,167,800 -40
Russia ......... 75,000,000 737, 500 75, 000, 000 750, 000 74, 250,000 -99
Saar Terri 11,500,000 11.052,500 7,834, 000 5,481, 170, 2,352,830 -30
Yugoqlav .. 49,28,400 45, 992,200 49, 25, 000 22, 093,00 27,192, 000 -55

Total.... 1,792,872,000 1,684,437,000 1,667,562,000 925,559, 000 742,003,000 -43

(No. 5, November 14, 19311

(Following is fifth article in New York American survey of foreign securities
sold to private investors in United States, aggregating $15,000,000,000 since 1914.
Previous articles disclosed eleven hundred millions depreciation in South Amer-
ican "dollar bonds" held by Americans. Eight hundred million decline in
European government and semigovernment securities sold to American private
investors has been disclosed. Decline of 43 per cent has taken place in value of
16 European countries' securities sold here. Bankers' commissions on the fifteen
billion foreign financing in the American market has netted them at least a billion
dollars, it is estimated. This series ignores the European "war debts" to the
United States Government.-Editor's note.)

1. Four hundred and fifty million dollars depreciation has taken place in value
of German Government and selligovernment securities sold to American private
investors.

2. American investment losses in German securities are the largest in any
foreign nation.

3. There is outstanding to-Jay and owed to American investors more than
$700,000,000 of German Government and semi-Government loans.

4. Germany has been the most prodigious European postwar borrower from
the United States. Her aggregate borrowings from private investors in this
country have exceeded thirteen hundred millions, almost all advanced during the
period 1924-1930, inclusive. Our international bankers sold these securities to
American investors, thereby earning large commissions.

5. Germany for years used her American borrowings to meet her reparations
debts.

6. The ogre of a possible moratorium for Germany hangs over all her obligations.
For seven years, 1924-1930, inclusive, Germany indulged in the greatest

borrowing spree the world has ever witnessed.
In that period the Reich and its political divisions and German corporations

marketed in the United States more than thirteen hundred million dollars of their
securities.

Liberality with which American investors' funds were advanced to Germany
embodied all of the ignorance and amazing lack of foresight which characterized
the whole postwar foreign financing era in the United States.

As a result American investment losses in German securities are the largest in
any foreign land.



SALE OF FOREIGN BONDS OR SECURITIES 863
FIFTY-SEVEN PER CENT DEPRECIATION

Of the $1,372,000,000 total German financing in the United States, there still
is outstanding $780,000,000 of Government and semi-Government issues at par
value.

Market value of these securities to-day is $329,000,000.
Depreciation totals $450,000,000, or 57 per cent.
And even this enormous shrinkage is totally exclusive of losses suffered in

German corporate securities floated to an aggregate above $400,000,000.
Successful flotation of the Dawes plan loan in the international capital markets

opened the eyes of Germany to the vast possibilities for enticing foreign capital
into that country. There followed then a period of foreign financing for Germany
which has no duplicate in world history.

From years of absolutely no German financing in the American market there
developed an amazing growth of German security sales here. The United
States, then in the supposedly endless era of prosperity at home, absorbed
hundreds of millions in German securities.

Germany, to her amazement, found te American money markets actually
eager to secure her bonds and stocks. And Germany finally discovered some
embarrassment in using these foreign funds.

For several years during the fantastic era Germany utilized the proceeds of
her foreign financing, chiefly from American investors, to meet her reparations
requirements.

USE OF LOANS

Furthermore, German recipients of American investors' liberality deemed it
advisable to build up their industrial machinery to compete once again in the
world's markets. Proceeds of loans ,..'also used in the construction of public
conveniences above and beyond necessities. Playgrounds, home developments,
public parks, and similar undertakings were all financed with the inflowing foreigncapital.

How freely the American market absorbed German securities is evidenced in
the following table. It presents yearly totals of German Government and semi-
Government securities publicly sold to American private investors:

(Thousands omitted]
.....I . . . I . . ..I .. . . . i . .. . . . . .

Yea Gover°n. Corporate Total Year ove, Corporate Total

1924 ...... i $110,000 $8,000 $118,000 1929 .......... $21,471 $101491 $31,625
1925 ........ .158,750 59,500 21,250 1930 .......... 143,306 23,610 108.818
1928.......... 151138 143, 108 294 245 ;
1927..........150,05 80,120 230,6525 .Total.. 941,848 0,3 1,379
1928 .......... 118370 106,106 292,470 I

The aftermath of this fantastic era of foreign lending by the American investor
Is chilling. To-day the world is rife with ugly rumors concerning Germany's
capacity to pay, her inclination to meet her obligations, and similar doubts
Questioning the safety of all foreign investments in Germany. And the United
states investor has thie biggest stake of any nation's private investors. This, of

course, excludes the political and intergovernmental debts.
The dollar-and-cents story of American loans to German Government and

semi-Government bodies is graphically told In the accompanying table.
(Next article in this series will deal with American private investors' losses in

European corporate securities.)
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German State issues publicly sold in Lnited States and now outstanding

AmountBorrower issued

Free State of Anhalt ............ $1750,000
Free State of Bavaria ........... 15, 000000

Bavarian Palatinate Consoli-
dated Cities ................... 3,800000

Berlin City Electric Co .......... 15.000,000
9,651.000

Berlin Elevated Underground 12,778,000
R. R. Co ...................... 9,681.000

Brandenburg Electric Co ........ 5, 000, 000
Brown Coal Industrial Corpo-

ration ......................... 2, 000,000
City of Berlin ................... 13.000,000

178. 000
1,190.000

15,000. 000
City of Cologne .................. 8,000,000
German consolidated municipal

loan of German savings banks
and clearing house associations - 17, 500, 000

Central Bank of Agriculture..... 19, 000. 000
19,000,000
43,405.000
26000,000

Central Bank of German State 3,500,000
and Provincial Banks (Inc.)_.... 10,000,000

Central German Power Co. of
Magdeburg .................... 2,430,000

Consolidated Agricultural Loan
of German Provincial and
Communal Banks ............. 21,000,000

Consolidated Hydroelectric
Works of Upper Wurttemburg. 4,000,000

Consolidated Municipalities of
Baden ......................... 4, 500, 000

Consolidated municipal loan of
German savings banks --------- 19,950,000

Dortmund Municipal Utilities- 3,000,000
City of Dresden ................ 3, 750. 000
City of Duisburg ................ 3,000, 000
City of Dusseldorf .............. I, 750, 000
Electric Power Corporation ...... 5 000, 000

2,500.000
5, 0. 000

East Prussian Power Co -------- 3, 50A000
City of Frankfort on the Main.. 2,800,0006, 250, 000
German Building and Land

Bank ........................ .250, 000
Government of Germany ........ 10 000,000

98, 250,000D
Hamburg Electric Co ............ 4, 000,000
Hamburg Elevated, Under-

ground & Street Rys. Co ----- 0, 500, 000
City of Hamburg ............... 10.000,000
City of Hanover ................. 3, 50 ,000
City of Heidelberg.............. 150, 000
Province of Hanover Harz Water

Works ......................... 1,0000, 000
t L3,725,000

ity of LeIpzig...............3,750,000
Leipzig Overland Power Co .. - 2.425.000
Luneburg Power, Light & Water.

works (Ltd.) ................... 1,100,000
Free State of Oldenburg ......... 3, 000, 00
Manheln & Palatinate Electric

('o ............................. 2, 175. 000
City of Munich ...............- , 70000
Municipal Bank of State of

Hessen .................... 3,0, 000
Municipal (las & Electric of

Rtecklinhausen ............... 1. , 000
Nassau Land Iank .............. 3,000.090
Cty of Nurcmburg ............ 1 5.000.00

trent
Quo Current Deprecla.

Qu- value tion from

tn. par

tion

25 $350.000 $1.050,000
35 3,8.37,000 7,412.000
35 2,743,000 5,091,000

Interest Amount cu

Rate, Issue Outstand-perin
lentL price Ing

7 9874 $1,400, OD
6'j 88 11,250,000
6, 921 7,838,090

7 935 3,385, 000
6% Wt 14.28,000
6 93! 9,451,000
6, 901 12,778,000

6 94% 9.681.000
6 93M 4,765, 000

6!, 93 2,000,000
6! 89 I1,579,000
6 75 133,000
5 9154 671,000
6 95 14.616,000
6 872 7,014,000

6 RL2 16,433,000
7 93 17,300, 00
6 95 18,385, 000
6 954 41,130.000
6 95 24, 963, 000
6 95 3,340,000
6 95 9,275,000

6 9S 2,430.000

6M 97% 20,290,000

7 93 3, 778, 0

7 93 4,135,000

7 933 18,385,000
6M 91" 3, 00000
7 94 3174
7 98 / 2,250,000
7 93 1,312, 50
6% 87 5, 000, 000
6 87 2, 50000
6, 99 5, 00 00
6 91 3,426, 000
7 94 2 800, 000
0 901 6,062,000
6% 9S% 5, 079, 00O
7 92 83,791,000
5% 90 98,250,000
7 95% 3,000,000

5% 02 0,293,000
6 9 l 10,OD, 000
7 98 3,459,000
7, 98 1,401,000

6 95 1,000,000
6% 94 3,725,000
7 94 3,339,000

t
u  

9 2,101,000

7 98 1,087,000
A 93 2,403. 000

96j 2,675,000
7 6,J525,000

7 0. 2 700,000

9 1, 31M.00o61% 971j 3, (0. 000
6 91 4,660. 0)0

25 846. (00
40 5. 715. 000
41 3.912, (0
35 4, 472, 000

44 4.025, 0DO
29 1,381,000

40 800 000
37 4, 284, 000
25 33,000
65 436,000
29 4.238,000
34 2,385,000

32 5,258,000
51 8, 823, 000
50 9,192, 000
49 20.153,000
52 12, 970, 000
31 1,035.000
33 3,060,000

89 2,162, 000

38 7,7106000

40 1.515,000

30 1,240,000

35 6,434,000
45 1,350.oo
32 1,015,000
25 56, 000
80 1,050,000
2S 1, 900, 000
38 950.000
35 1. 750, r3
30 1,027,oo
40 1. 120,000
29 1,758,000

30 1,523,000
64 53,731,000
38 37,335,000
84 2,520,000

50 3,1463,000
39 3,900,000
35 1,210,000
32 488,000

35 350,000
26 968,000
35 1,168,000
30 630,000

40 431,000
45 11O W,000
46 1.230,000
34 1,631.000

30 S10.000

25 346, 00 1
45 1,350. C)(
26 1,211,000

2, 539,000
8.572,000
5.629.000
8.305,000

5,123,000
3, 383, 000

1.200,000
7,295. 000

100,000
234.000

10, 477. 000
4,629,000

11,174,000
8,477,000
9,192,000

20,976,000
11.992,000
2.305,000
6,214,000

267,000

2, 579,000

2,273,000

2,894,000

11,950,000
1,6 5,000
2,158,000
1,687,000

262, 500
3,100,000
1, .550,00O
3, 250,000
2,398, 000
I.680,000
4,304,000

3,555,000
30,0 0,000
60,915,000

480,000

3, 146 000
6100,000

2,248000
912, 000

760, OOO
2,750,000
2,170 000
1,370000

652s00
1,321,000

1,444.000
4, 893, 000

1,590,000

1.394,000
1, C0.000
3, 44S, 000
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German State issues publicly sold in United States and now outstanding-Continued

Interest Amount current

Amount - Current i Deprecla-
B issued 1 Rate, Issue Outstand. pQuo ve

cer price Ing ton

Oberpfalz Electric Power Cor-
poration ---------------------- $1,250,000 7 974 $1,077,000, 35 $177,000 $700. 000

Free State of Oldenburg --------- 3, 000,000 " 93 2,403,000 45 1 , 000 1,321,925
Pomerania Electric Co ......... 3,50D, 000 6 92. 3.427,000 29 993. ( X) 3,427.000
Provincial Bank of Westphalia.. 3.000,000 16 97% 3,000.000 25 750,000 2.250.000
Free State of Prussia ............ 17.500.000 6Y2 95 17,500,000 35 0.125,000 11..375,000

24,500,000 6 96W 23,078,000 35 S,077.000 15, 000, 000
Prussian Electri'o ........... 4,000,0(0 6 91 4,000,000 30 1.210,000 2,790,000
Rhine Main 1)anube Corpora- I

tion --------------------------- 6,000.000 7 96 5,414,000 43 2,328, 000 3, CN5,000

ion ............................. 7,500,00 6 93 7,070,000 29 2,050,000 5,019,0C0
Rhine Westphalia Electric 0

Power Corporation ............ 10.00,000 7 94 8,510.000 62 5,276,000 3.223,000
10, 500, 000 0 ti5. 10, 09s, 000 49 .94,.0(0 5,150. 000

50.00 .... 91 14.&50(0) 50 7.425, 0 7,425,000
12, 500, 000 6 94 12,164, 000 49 5,962,000 6, 206, 000

Saxon Public Works ----------- 1 5,000.000 7 92 15. 00,0 00 45 - , 750. 0O0 8,250,000
111,000.000 6% 91% l0.69,000 38 4,005,000 0 ,63,000

Saxon State Mortgage Institu- 10,000,000 5 97% 10,000,000 43 4,325,000 5,675,000

tions .......................... 2 ,000,000 6 95 1 1,849.003 25 462,000 , 6,000
5,000,000 7 931ji 4,316,000 50I 2 173,000 2,173,000
4,000.000 Y 97 3. 579,000 42' 1:50M,000 2.075.000

State of Bremen -------------- 11,250,000 7 94 1 10.019,000 45 4, 50.000 5,510,000
Stettln Public Utilities .......... 3,000.000 7 94%; 2,400,000 30 720.000 1,C0, 000
Unterelhe Power & Light Co .... 4,250.000 0 93 4.0M7,000 34 1, 32, 00) 2,704,600
United Industrial Corporation..I 6,000,000 Mi 97% 6.,000,000 36 2,160,000 3, H0.000
Vesten Electric Rys ............ 1,750, 000 7 98 1,614,000 25 40 500 1,210.0
Westphalia United Power ('or- , -25 4 '

portion ---------------------- 1 20,000,000 6 92 . 20,000,000 34 I 6,975,00 13,025,000
State of Wurttemberg ........... 84,000 7 'YS 6,300,000 25 1.375.000 4,725,000

I I -Total ...................... 1 ..-2.8 .00078,22. 1../ . 29500045,7,O

Current quotations of above table represent either last sale, last bid, or nominal price.

[No. 6, November 15, 19311

1. Thirteen hundred million dollars have been raised by European corporations
through sale of their securities to American private investors since 1914.

2. Eight hundred millions of such securities still are outstanding and held by
American investors.

3. Four hundred and sixty million dollars depreciation has taken place in these
securities. This represents 56 per cent loss from par value. By countries,
the depreciation runs as high as 83 per cent.

4. Much of this money raised In America has been used in improving and
strengthening the competitive position of foreign industries.

5. Value of many foreign corporate securities can not be ascertained because
of absence of quotations.

6. German corporation securities represent almost half all American holdings
of European securities. Loss in German corporate issues alone totals
$210,000,000.

7. Bankers' commissions on European corporate securities ranged from 5 per
cent up to several times this rate.

Through sale of their securities to American private investors Europe's cor-
porations raised an aggregate of $1,134,000,000 new capital during the period
1914-1930, inclusive.

The American investor, through American bankers who sold them these
securities, have become (a) creditor of European corporations through purchase
of their bonds and notes, or (b) partner by buying their stocks.

Either "investment" has proved extremely expensive.
The American private investor still holds $826,956,000 of European corporate

securities. This is entirely distinct from European government and seiigovern-
ment issues publicly floated in the United States during the same period. These
latter, as disclosed in previous articles in the New York American survey,
represent an aggregate loss of about $800,00'0,000 to the American investor.
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Those American investors who bought European corporate securities have
been equally unfortunate.

Depreciation of $464,398,000 has taken place in these corporate issues.
The shrinkage represents 56 per cent of their par value.
And still this stupendous loss excludes millions more lost in securities for which

no present value can be established, or which represent enterprises which have
virtually disappeared in recent years.

Corporations of all Europe dipped into the American investment funds for
new capital, but German corporations obtained almost half the total for the
entire continent.

In these German corporate issues American investors now suffer a depreciation
of $210,000,000, equal to 60 per cent.

Accompanying table discloses the experiences of the American invstor in
Europe's corporation issues sold in this country.

The shrinkage, by countries, runs from 9 per cent for Denmark all the way up
to 83 per cent for British corporate flotations in the United States.

Besides Britain and Germany, decline of 60 per cent or more is shown in
corporate securities of the following countries: Belgium, 62 per cent; Luxemburg,
63 per cent; Poland, 63 per cent; Netherlands, 70 per cent.

Almost invariably the American investor's money placed in European corporate
issues was used to modernize, strengthen, or otherwise improve the competitive
position of the corporation. In some instances the American capital provided
the wherewithal to build new plants in foreign lands. It would not be a far
exaggeration to say that American private investors capitalized the postwar
industrial revival of Europe.

(Next article in this series will deal with another interesting phase of American
foreign investments.)

VALUE OF UNITED STATES INVESTORS' HOLDINGS OF FOREIGN STATE ISSUES DOWN
$2.000,000,000

Two billion dollars loss to American private investors who bought European
and South American Government securities sold in the United States since 1914
has been disclosed to date by the New York American. These losses, covering
only government and semigovernment securities, are divided as follows:

(a) Eleven hundred millions depreciation in South American "dollar bonds,"
which have dropped 80 per cent in value; and

(b) Eight hundred millions decline, from par, in European government and
semigovernment issues sold to private American investors.

Europe and South America combined have taken the bulk of the $15,000,000,000raised from the American private investor through sale in the United States of

foreign securities during the last 17 years.To-day's article, sixth in the series, is devoted to another phase of the foreignfinancing era: Sales of European corporation securities to the American public
by American bankers, who, it is estimated, profited $l,000,000,000 throughselling foreign government and corporation securities in the United States during
the period covered by this survey, 1914-1930, inclusive.

TESTIMONY OF JOSEPH R. SWAN, PRESIDENT GUARANTY CO.,

NEW YORK CITY
(The witness was duly sworn by the chairman of the committee.)
The CHAIRMAN. Mr. Swan, whom do you represent?Mr. SWAN. I represent the Guaranty Co. of New York, wich is a

wholly-owned subsidiary of the Guaranty Trust Co. of New York.I am president of the Guaranty Co. of New York.

Senator COUZEN . Is that wholly a marketing house for securities?
Mr. SWAN. It is really a department of the Guaranty Trust Co. of

New Y ork. It was formerly the bond department of the GuarantyTrust Co., and for the purpose of easier operation it was formed into
a separate corporation, but its stock is entirely owned by the Guaranty
Trust Co. of New York.

Senator COUZENS. It is mostly engaged in the marketing of

securities?



SALE OF FOREIGN BONDS OR SECURITIES

Mr. SWAN. Entirely so.
Senator KING. It is a merchant dealing in bonds and securities.
Mr. SWAN. It is purely a merchandizing organization.
Senator JONES. Mr. Chairman, I could not hear the witness way

down here at this end of the table. I do not know whether the
gentleman gave his occupation or not.

The CHAIRMAN..Will you repeat it, Mr. Swan?
Mr. SWAN. I am president of the Guaranty Trust Co. of New York,

which is a wholly-owned subsidiary *f the Guaranty Trust Co. of
New York, and is engaged in merchandising securities.

Senator JONES. I thank you.
Senator COUZENS. The organization of such companies is for the

purpose of enabling, in this case, the Guaranty Trust Co. of New
York, to live within the law- is that correct?

Mr. SWAN. Well, I should say that the Guaranty Co. of New York
was formed in order to have offices around in various centers through-
out the country where we do distribution work. I mean in Chicago,
Philadelphia, or in Boston and so on.

Senator COUZENS. In other words, where you could not have
offices of the Guaranty Trust Co. of New York itself?

Mr. SWAN. Where the Guaranty Trust Co. of New York is not
allowed to have offices, under the laws of the States.

Senator COUZENS. I suppose you are in hearty sympathy with the
custom of these big trust companies and banks having affiliates to do
that kind of work.

Mr. SWAN. I think it a proper function of the banking business.
Senator COUZENS. But you do not believe it should be incorporated

in the law or in the charter of the bank or trust company?
Mr. SWA-N. It does not seem to be necessary.
Senator CouzENs. And you are able to get around that.
Mr. SWAN. I think it is a l)roper function of banking.
Senator KING. Let me see if I understand you-
Senator JOHNSON (interposing). Will you pardon me to get some

information for the newspaper men first: Mr. Swan, will you give your
full name?

Mr. SWAN. Joseph R. 3wan.
Senator KING. I do not wish to misunderstand you, but I under-

stood you to say that you thought it was a proper function for
commercial banks to have affiliates.

Mr. SWAN. It is a proper function of the banking business in order
to merchandise securities, and any body in the banking business
wants to be able to render a complete banking service to a client.

Senator KING. Do you think it is a proper function of commercial
banks upon whom the people rely and with whom the people make
deposits, to organize or permit to be organized or to associate them-
selves in the organization of affiliates to carry on all sorts of business,
such as the mining of copper in one country, or the producing of
cotton in another country?

Mr. SWAN. We have never done that. We have confined ourselves
to the merchandising of securities, which I think is a proper function of
banking.

Senator KING. So that I may understand the implications of your
answer, let me ask: Do you approve of the idea of your commercial
bank organizing affiliates, for instance such as to carry on a sugar
business in Cuba, and lending it enormous sums of money?
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Mr. SWAN. We have never done that. We have never had occa-
sion to do that.

Senator KING. Would you think it within the function of your
organization to organize and put up capital for or to loan to an
organization that was promoting a sugar business in Santo Domingo
or in Cuba, or the rubber business in Brazil?

Mr. SwAN. That is a question I would not care to answer until
the situation presented itself. We have never been put in the posi-
tion where that seemed to came in as a function of our banking
business.

Senator COUZENS. Does the Guaranty Co. of New York handle
stock only, or bonds and stocks also?

Mr. SWAN. It handles whatever we consider is a sound investment,
in any sense in which it may be placed-common stocks, preferred
stocks, debenture bonds, or mortgages.

Senator CouzENs. Is there any considerable difference of opinion
among bankers as to the wisdom of such affiliates being connected
with banks of deposits or trust companies of deposits?

Mr. SWAN. I have seen a great deal in the newspapers recently
about it, but I think it depends, like any other function of the banking
business, on how it is conducted. If it is conducted with care, in
good faith, it seems to me a perfectly proper function of the banking
business, and a very wise thing for a bank to have.

Senator COUZENs. As a matter of fact, there are no governmental
agencies that have jurisdiction over them, either State or national,
are there?

Mr. SWAN. We are examined by the office of the superintendent ot
the State banking department of New York, the same as the Trust
Co.

Senator CouZENs. Just the same?
Mr. SWAN. Yes, sir.
Senator KING. Are the affiliates examined?
Mr. SWAN. I say, the Guaranty Co. of New York is examined by

the same people and in the same sort of examination as the Guaranty
Trust Co. of New York.

Senator KING. But suppose you should loan money to an affiliate,
or should organize an affiliate, and that affiliate were operating in
Cuba or Brazil or Germany or Canada, who would examine it?

Mr. SWAN. I presume as to such an affiliate, if we were to have it,
would also be examined by the superintendent of banks of the State
of New York.

Senator KING. But supposing those affiliates were foreign corpor-
ations, or a corporation in some other state, just an ordinary corpor-
ation organized under the corporate laws of a State, they would not
then be subject to his examination, would they?

The CHAIRMAN. They would be in our State.
Senator KING. I do not think so.
Mr. SWAN. I think they would be examined under the financial

laws of the State of New York.
Senator CouzENs. The Guaranty Trust Co. of New York is

organized under the laws of the State of New York, is it?
Mr. SWAN. Yes, sir.
Senator CouzENs. So that no Federal agency has any right to

examine the Guaranty Trust Co. of New York or the Guaranty Co.
of New York?
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Mr. SWAN. The Federal reserve bank does that.
Senator COUZENS. Because of your membership?
Mr. SWAN. Yes, sir.
Senator COUZENS. When the Guaranty Co. of New York purchases

a loan to market, or purchases any security, do they in turn borrow
from the Guaranty Trust Co. of New York, putting up those securi-
ties as collateral?

Mr. SWAN. We from time to time borrow from the Guaranty
Trust Co. of New York of course within the limits that the Guaranty
Trust Co. is permitted by law to make loans to us, just as they
would do in the case of any other client.

Senator COUZENS. But because of the fact that the Guaranty Co.
is connected with the Guaranty Trust Co. is there not perhaps an
undue influence to have the Guaranty Trust Co. loan on securities
of the Guaranty Co. to an extent that might not be true in the case
of an ordinary applicant for a loan?

Mr. SWAN. The Guaranty Trust Co. and the Guaranty Co. are
so close in their operations that the Guaranty Co. does not do any
business that does not receive the full approval of the Guaranty
Trust Co. We are really, or practically speaking, a department of
the Guaranty Trust Co.

Senator REED. And you do not buy a foreign loan until you know
it is satisfactory to the Guaranty Trust Co. of New York?

Mr. SWAN. We are in constant consultation. Of course we get
all the help and support we can from them all the time. They have
correspondents and branches in various parts of the world. They
are of tremendous assistance to us in making our decision whether
a loan is good or not. We would not think of taking up a foreign
loan without discussing it with the Guaranty Trust Co.

Senator COUZENS. The fact of the matter is that you have the
benefit of all the deposits of the Guaranty Trust Co. for the use of the
Guaranty Co.?

Mr. SWAN. Oh, no. We have not..
Senator CouzEN-S. In effect you do because you work so close

together.
SKir. SWAN. We may have only the benefit of that portion of the

deposits of the Guaranty Trust Co. which they are permitted to loan
to us in accordance within the law.

Senator COUZENS. I understand that, of course, but an independent
investment banker that did not have the Guaranty Trust Co. as its
parent, or some equally strong financial house as its parent would
not be in the same position as is the Guaranty Co.

Mr. SWAN. It unquestionably improves our position.
Senator COUZENS. So that in effect you have the use of all of the

deposits of the Guaranty Trust Co. and of its capital stock and
surplus, I mean to the extent that the law permits-

Senator KING (interposing). And its prestige.
Senator COUZENS. Yes; and of its prestige, with which to secure

loans, and which the ordinary investment banker would not have.
Mr. SWAN. I should say that our connection with the Guaranty

Trust Co. puts us in contact with business which possibly others who
are not as closely connected with large banking institutions and that
can not make the same contacts, would not have.
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Senator COUZENS. You do not think it would be appropriate, then,
to have legislation preventing national banks or any member of the
Federal Reserve Bank, having affiliates engaged in the sales business?

Mr. SWAN. Why, I think that the relationship between large banks,
such as ours, with an affiliate is a safeguard.

Senator COUZENS. A safeguard to whom?
Mr. SWAN. A safeguard to the investor. I think we are in better

position.to weigh securities, and to better find out about securities,
than most other merchandizing security houses. I think we have
better sources of information.

Senator COUZ.NS. I think that is probably true, and perhaps
better for your sales department. But the question that arises in
my mind is, whether it is as secure for the depositors of these big
financial institutions such as yours.

Mr. SWAN. I think I could probably produce figures, although
I do not know that I could, to show that the depreciation of securities
offered by the affiliates of large banks and trust companies is less in
the value of those securities than in the case of securities offered by
others. Of course this security business is going to be done by some-
one, and I think affiliates of large banking institutions in New York
City are better qualified in relation to that business than independent
houses.

Senator COUZENS. How was the capital stock of the Guaranty Co.
of New York raised?

Mr. SWAN. The Guaranty Trust Co. of New York purchased the
entire issue of stock when the Guaranty Co. was incorporated.

Senator COUZENS. In other words, under the charter that you
secured from the State of New York th.e Guaranty Trust Co. of
New York was permitted to buy common stock.

Mr. SWAN. The Guaranty Trust Co. was permitted to invest a
certain amount of its capital in the stock of the Guaranty Co.

Senator CouzENs. Or in any other common stock, I assume.
Mr. SWAN. Yes, sir.
Senator COUZENs. Do you think it wise for a financial institution

that accepts public deposits to buy common stocks?
Mr. SWAN. I think all those things are questions of management.

I do not think that legislation is going to prevent bad management,
and I do not think that any large financial institution properly
managed is going to invest in too large an amount of common stocks.
I do not think common stocks are the only bad investment one can
make. They may be a very good investment.

Senator COUZENS. I agree with that opinion. But they are
obviously not as secure.

Mr. SWAN. I think some common stocks are much more secure than
some bonds that I know of.

Senator COUZENS. Would you say that with respect to the
railroads?

Mr. SWAN. Well, I do not think you could generalize on that.
I think you have to take specific cases.

Senator COUZENS. Do you mean specific railroads?
Mr. SWAN. I mean specific common stocks and specific railroads.
Senator COUZENS. But you do admit that bonds of railroads are

more secure than common stocks of railroads?
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Mr. SWAN. Of some railroads, yes. But we think the bonds of
some railroads are less secure than the common stocks of other
railroads.
Senator COUZENS. As a matter of fact there isn't any security for

any comiuon stock of any railroad anywhere right now, is there?
Mr. SWAN. Oh, I think I will have to differ with you on that.
Senator COUZENS. I doubt if there is any security of any common

stock of any railroad anywhere, because they are all bonded more or
less up to the limit, and by the time their indebtedness is liquidated
under existing conditions, and with the probabilities of competition,
itis apparent that the common stock of any railroad is hardly worth
much more than wal! paper.

The CHAIRMAN. Oh, no.
Senator REED. I can not agree to let that proposition go into the

record unchallenged.
Senator COUZEN's. Well, that is my view, and I am merely express-

ing it.
Senator REED. I understand, but I do not feel that I could sit

here and not challenge that %iew.
.Mr. SWAIX. 1 think I could point out the common stocks of a num-

ber of railroads to-day to which that statement could not possibly
apply. For instance, I would say the Norfolk & Western Railway.

Senator COUZENS. Well, possibly there are exceptions to my views
on that subject. But the State of*New York has never attempted by
way of legislation, nor has there been proposed any legislation there
to prevent these trust companies and banks tfhat accept public
deposits from organizing affiliates?

Mr. SWAN. Not so far as I know.
Senator HARRISON. Are the laws of the State of New York quite

similar to those of other States on that subimjet, for instance, the State
of Illinois?

Mr. SWAN. I am afhaid I can not answer that question.
Senator HARRISON. They permit affiliates to be organized by big

banks?
Mr. SWAN. Well, I know that they do have affiliates in Illinois.

But I differentiate somewhat as between an affiliate such as the
Guaranty Co. of New York and others, because the Guaranty Co.
of New York is a subsidiary and its entire capital stock is owned by
the Guaranty Trust Co. of New York. I should say that an affiliate
as generally understood is a company whose stock is owned by the
stockholders of the other organization.

Senator CouzENs. I suppose it is a matter of public property what
the Guaranty Co. of New York made in 1931, is it not?

Mr. SWAN. Do you mean in the way of profits?
Senator CouzENs. Yes.
Mr. SWAN. It did not make any.
Senator COUZENS. Did they make any profits in 1930?
Mr. SWAN. Well, perhaps I should explain that we made operating

profits both in 1930 and 1931, and yet quite naturally the depreciation
in securities which we owned offset those profits.

Senator COUZENS. Do you pay dividends to the Guaranty Trust
Co. of New York?

92928-32-PT 2-37
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Mr. SWAN. We have paid dividends, and very satisfactory divi.
dends, over a period of years. Of course our business during the last
two years has not been as satisfactory as prior to that time.

Senator COUZENS. Senator Johnson is not in the room for the
moment. Do you want to make a statement?

Senator REED. Senator Johnson asked me to carry on the examina-
tion in his absence.

Senator KING. Just one question: Where did the Guaranty Trust
Co. of New York get the money with which to purchase the stock of
the Guaranty Co. of New York?

Mr. SWAN. The Guaranty Trust Co. of New York has about
$300,000,000 in capital, surplus, and undivided profits.

Senator KING. So you took your capital, surplus, and undivided
profits for the purpose of organizing the Guaranty Co. of New York?

Mr. SWAN. Well, it is really difficult to segregate the money that
one has used in a case of that kind. Some of our money comes from
deposits and some from capital and some from surplus. I do not
think that we set aside a specific amount of money for this purpose.

Senator REED. When was the Guaranty Co. of New York or-
ganized?

Mr. SWAN. It started business in 1920.
Senator REED. What is its present capital stock?
Mr. SWAN. Might I just go back to 1920?
Senator REED. Certainly.
Mr. SWAN. I will go back to 1920 and say that we started at that

time with $5,000,000 capital stock. And then later on our capital
stock was increased, and I don't remember just what year, to
$9,000,000. And then later our capital stock was increased to
$20,000,000, and recently we have decreased it to $10,000,000,
because during the last year or two we have had surplus funds.
I think during the month of November, for instance, we averaged
$14,000,000 of surplus funds, that we had no use for, and it did not
seem wise to keep it in the stock of the Guaranty Co., so that our
capital stock has now been reduced to $10,000,000.

Senator REED. So that out of $300,000,000 of capital, surplus and
undivided profits of the Guaranty Trust Co. of New York, there is an
undivided part of it amounting to $10,000,000 in the Guaranty Co.
of New York?

Mr. SwAN . That is correct.
Senator REED. And by means of that subsidiary company, treating

it as a department of the Guaranty Trust Co. of New York, you are
enabled to carry on the business of merchandising securities in many
States of the Union, are you not?

Mr. SWAN. Yes, sir.
Senator REED. But the Guaranty Trust Co. does not carry on a

banking business in any State except New York.
Mr. SWAN. That is correct. Of course we have foreign branches

in London, Paris, Brussels--
Senator REED (interposing). I understand that you have branches

abroad, and you did have some in South America, did you not?
Mr. SWAN. No; we have never had any branches in South America.

The Guaranty Trust Co. of New York has branches in London, Paris,
and Brussels, also Liverpool, Havre, and Antwerp, but these three
latter are smaller.
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Senator REED. But you have no branches for doing a banking
business in any State of the Union other than New York?

Mr. SWAN. 'That is correct.
Senator JOHNSON. Would you insert in the record, unless you can
ve them immediately the members of the board of directors of the

Guaranty Co. of New York and of the Guaranty Trust Co. of New
York?

Mr. SWAN. I have not that information with me, I am sorry. I
will say, however, that it will be provided for you. However, at the
moment I might explain that the directors of the Guaranty Co. are
made up of the officers of the Guaranty Trust Co. and the Guar-
anty Co.

The CHAIRMAN. Have there been any changes in the last year?
Mr. SWAN. Of the Guaranty Co.?
The CHAIRMAN. Yes.
Mr. SWAN. Two Guaranty Co. officers added and one Guaranty

Trust Co. officer resigned.
The CHAIRMAN. Or of the Guaranty Trust Co. of New York?
Mr. SWAN. There have been no additions to the directorate.
The CHAIRMAN. I was going to say, Senator Johnson, if there have

been no changes we can get that data from the pablic statements that
bave been already made. If there have been any changes since the
last report of course that could be furnished.

Senator JOHNSON. I think the names of the directors may be ob-
tained from the published report.

The CHAIRMAN. Yes.
Senator JOHNSON. You have been called here to testify concerning

foreign loans of your particular establishment. Have you a list of
them with you?

Mr. SWAN. I have. I have two lists. I have a list of foreign loans
which we have headed and in which we have appeared in the primary
position, and then I have a second list of loans in which we have ap-
peared but not in the primary position.

May I just make a short statement as to that? The Guaranty Co.
has originated and managed foreign loans in the principal amount of
$540,686,000. Of that amount 19 per cent, or $104,056,000, have
been retired. The total profits to the Guaranty Co. before general
expenses and overhead on those loans have been deducted were $3,205,-
000.

The Guaranty Co. has participated in loans originated and man-
aged by others to the amount of $4,960,238,000-

Senator REED. Is that the total amount of your participation, or
the total amount of the loans?

Mr. SWAN. The total amount of the loans.
Senator REED. You did not sell anything like that amount to your

customers?
Mr. SWAN. My impression is that we sold of those loans in the

neighborhood of $240,000,000, maybe 5 per cent of the total amount.
The total profits of the Guaranty Co., before general expenses or

overhead, were $9,858,000.
The total amount of foreign issues in which the Guaranty Co. has

been interested is $5,500,924,000. The total profits before general
expenses or overhead, $13,061,000.

Senator COUZENS, Over what period?
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Mr. SWAN. Over a period of 12 years.
Senator COUSENS. In that connection, there seems to be a striking

situation in this, that where you were the primary house in the trans.
action you only made $3,000,000 on some $500,000,000 of transactions,
but where you were only participating to the e..tent of some $250,000,-
000, you made $9,000,000. How is that?

Mr. SWAN. I think I must explain that. Of those loans under the
$4,900,000,000 there was quite a lot of those loans where, while we
were not the leader, we were joint managers, particularly in the matter
of the Belgian & Mortgage Bank of Chile and a few other loans.
Probably $400,000,000 of those loans we in reality had practically
the same position as in the $500,000,000 which I spoke of above, but
with qualifications, so that it would not show a duplication.

The Belgian business was handled jointly by Morgan and ourselves.
The Mortgage Bank of Chile business was handled by Kuhn, Loeb,
& Co., and ourselves.

Senator COUZENS. Even taking into consideration your statement
of the sum of $4,900,090,000 in which you participated, you were
primarily responsible for some $400,000,000?

Mr. SWAN. That is correct.
Senator COUzENS. And in connection with the $400,000,000 of the

$4,900,000,000 in which you participated, it appears from your state-
ment that you made three times as much as you did in those in which
you were the primary agent. How do you account for that?

Mr. SWAN. Jn this total principal amount of $540,000,000 we were
primarily interested in those loans, but we did not contract for the
entire amount of those loans. I refer particularly to the loan to the
Dutch East Indies. I think we probably loaned $140,000,000 or
$150,000,000 to the Dutch East Indies, and we managed that account
with a group of six people. Our interest in it was probably 20 per
cent. In other words, the $540,000,000 does not represent our com-
mitment. Our commitment was a fraction of that.

Senator COUZENS. Although you were the primary agent?
Mr. SWAN. Yes, sir. I think that is all that I have to say, Mr.

Chairman. That is just a statement of the amount of business that
we have done.

The CHAIRMAN. Those are the totals?
Mr. SWAN. Yes.
The CHAIRMAN. Have you your individual loans?
Mr. SWAN. I have the details of those loans in these schedules

here [exhibiting) and I am quite prepared to answer any questions
with regard to any of those.

Senator JOHNSON. Have you a statement there of the various
loans with the amounts in which you participated?

Mr. SWAN. Yes, Senator.
Senator JOHNSON. May I see that statement?
Mr. SWAN. Certainly. The first schedule is of the loans which

we managed, and the second two are loans in which we participated.
Senator COUZENS. In going through the whole process, in one case

you are the primary agent in the ,mderwriting, and then you are
among the distributors. In some cases you participate in the primary
purchase of the bonds, in the underwriting, and also in the distribution?

Mr. SWAN. That is correct.
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Senator COUZENS. Is there any case where there may be more than
those three steps?

Mr. SWAN. Think that in some cases there were four steps.
Senator COUZENS. Where there was a second underwriting?
Mr. SWAN. The origination, and then there was what we call an

intermediate group, then the banking group, and then the distributing
group.

Senator COUZENS. So that in some cases you secured four profits?
Mr. SWAN. The profit was divided into four paits-I think would

be a better statement of that.
Senator COUZENS. I am not finding fault. I am just saying that

you would get four bites of the cherry?
Mr. SWAN. No. The profit is a certain gross spread which we take

in different groups, but the profit is just one gross amount of which
we got our share through the division of the underwriting in the
different groups.

Senator COUZENS. But the amount is not the same in each case.
You took one bite when you first assumed the responsibility of under-
writing?

Mr. SWAN. Yes.
Senator CouzENs. And then another profit may be a lesser amount

when you underwrite it?
Mr. SWAN. That is correct.
Senator COUZENS. And then a lesser or greater amount when you

come to distribute them?
Mr. SWAN. Yes.
Senator REED. And the aggregate of your profits in your whole

process in each of the loans is the amount that you have stated?
The amount of your profit from all of these loans is the aggregate
which you have already stated to the committee?

Mr. SWAN. That is orrect; yes.
Senator JOHNSON. Have you a copy, as well, of these statements?
Mr. SWAN. I am sorry to say that that is our only copy, Senator.

We prepared these figures rather hastily. We did not know we were
going to be called until yesterday morning. I happened to be in
Wasington at that time, so I could not review these figures until
they were brought down to me last evening, and we only have that
one copy with us.

As a matter of fact, I do not want to leave those copies with the
committee now. I should like to revise them slightly, because they
are not quite satisfactory to me. I should like to give those sched-
ules to the committee on Saturday, if that is satisfactory.

Senator JOHNSON. Are you familiar with these various transactions
that are indicated in this statement?

M'. SWAN. Only by refreshing my memory through those sched-
ules.

Senator JOHNSON. The reason I ask you is this: Are you prepared
to testify in detail respecting these?

Mr. SWAN. Yes; if I may-have those before me.
Senator JOHNSON. It would be rather difficult for both of us to

have them at the same time. You start off with a loan to Colombia,
a $4,000,000 issue; date offered, July 15, 1927. What is the condition
of that particular loan at the present time?

Mr. SWAN. The market price of the loan is low.
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Senator JOHNSON. What?
Mr. SWAN. It is about 15.
Senator JOHNSON. What was it sold at, if you recall?
Mr. SWAN. I think that is stated in the schedule under the offering

price.
Senator JOHNSOn. Ninety-three with a spread of 44. Do you

recall that?
Mr. SWAN. Yes, sir.
Senator JOHNSON. That loan was distributed apparently, from a

note at the bottom of it, to dealers, $168,000; banks, $936,000;
investors, $1,626,000. Is that correct?

Mr. SWAN. That is correct. That is our retail sale.
Senator JOHNSON. Your retail sale?
Mr. SWAN. Yes.
Senator COUZENS. Is it in default?
Mr. SWAN. It is not in default; but it may be in default. It is

not now.
Senator JOHNSON. It is one of the doubtful ones, is it not?
Mr. SWAN. Yes.
Senator JOHNSON. Who participated with you in that?
Mr. SWAN. I think, the International Acceptance Bank. There

may have been others. I am afraid I have not got that information
there. That can be supplied.

Senator JOHNSON. Apparently it was indorsed by the Guaranty
Co. of New York and the International Acceptance Bank, both.
Who made the investigations with respect to that loan?

Mr. SWAN. I presume we made the investigation, as we do of all
loans where we head the business.

Senator JOHNSON. Do you recall personally anything about it, or
are you acting merely upon that assumption, that that is the fact?

Mr. SWAN. I do not think I personally handled that loan. The
loan was brought to us by the International Acceptance Bank. They
had the business in hand. They brought it to us and asked us to
join them in it, and we then made our investigation of it.

Senator JOHNSON. IS this circular that is signed here by the
Guaranty Co. of New York and the International Acceptance
Bank (Inc.)-was that sent out to the general public for the purpose
of selling?;

Mr. SWAN. That is correct.
Senator REED. Not only sent out by circular, but it was published

in the newspapers also, I presume?
Mr. SwAN. A public advertisement was based on that circular.
Senator REED. It is customary, is it not, in floating these issues to

advertise both by mail and by newspaper advertisement?
Mr. SWAN. I think, almost invariably.
The CHAIRMAN. Mr. Swan, the reports that you have handed to

Senator Johnson, and I suppose that you will hand to him or to the
committee, are not prepared the same as all the other reports that
have been made and that have been submitted to the committee,
and I was wondering how long it would take you, or whether you
could-and I suppose you can-to prepare your statement in the same
form.

Mr. SWAN. We are quite agreeable to preparing our statement in
that form. We can probably submit it by Monday.

I
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The CHAIRMAN. It is so much easier. We can ascertain who your
affiliates are, the amount, and everyghing else.

Mr. SWAN. We will be very glad to prepare it in that from, Mr.
Chairman.

Senator JOHNSON. I suggest that at such time as it would be con-
venient for the witness, he prepare a statement in accordance with
that form.

The CHAIRMAN. He says he will have it by Monday%
Senator JOHNSON. Then we can examine him and it will save his

time and our time, as far as that is concerned.
Senator COUZENS. We can not go through with it in this way; that

is quite apparent.
Mr. SWAN. We had no indication from you as to how you wanted

it prepared.
The CHAIRMAN. We are not criticizing at all. I am only suggesting

that you prepare them in the same way, because it would be very
handy for us by reason of the fact that all the others have been
prepared in that way.

Would it be convenient for you to return on Monday?
Mr. SWAN. I am quite at your disposal, of course.
The CHAIRMAN.' Do you think you can have them prepared that

way?
Mr. SWAN. Yes, sir.
Senator COUZENS. We can show him a sample of the way the

others did it.
Senator KING. I would like to ask one or two questions.
A moment ago, Mr. Swan, we were talking about affiliates, and it

has been developed during the hearing that some of these banking
institutions have organized subsidiaries, such as the Guaranty, and
that those subsidiaries have loaned large sums of money to various
enterprises. I want to ask you whether or not those affiliates have
taken stock, either common, preferred, or bonds, of corporations to
which they have loaned money?
• Mr. SWAN. I am afraid I can not answer the question with regard
to others. I just do not know. As far as we are concerned, that is
not the case.

Senator KING. Does the Guaranty Co. own stock in corporations
or enterprises to which loans have been made?

Mr. SWAN. I can not answer that absolutely definitely, but I
would say that possibly only in cases where there have been reor-
ganizations, where they have gotten stock for loans which have not
turned out successfully.

Senator KING. Is it not the practice?
Mr. SWAN. It is not our practice.
Senator KINo. Is it not the practice for your organization to

acquire stock, perhaps a control of the stock, a voting control, at
least, in corporations and enterprises to which you have loaned
money, and that your company has a controlling voice in the manage-
ment of those corporations?

Mr. SWAN. It is absolutely not our practice. In fact, I imagine that
if we hold any stocks at all it is an insignificant amount taken as I say.
We have no large amounts of stock in the aggregate.

Senator KING. Has your company, the Guaranty Co., when a loan
has been made to these corporations and enterprises, taken stock as
commission in addition to the interest which you charge?

I
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Mr. SWAN. I think in some insignificant way. I think in one or
two cases we were given stock warrants, if not stock; that is, rights to
purchase stock at a future time at a fixed price; but very small
amounts.

Senator KING. Is it your practice to have directors in the com-
panies to whow you loan money?

Mr. SWAN. We hiave directors on the boards of a number of com-
anies to whom we loan money, but it is not a practice of ours to
ave directors. I mean, we do not make it as a part of our contracts.

It is because the company asks us to be represented; they want our
financial advice.

Senator KING. Is it true or is it not true that it is the common
practice of your company, as well as that of other companies, so far
as you know, to get control of corporations and enterprises to which
money is loaned by getting common stock and by having directors
upon those cororations and companies?

Mr. SWAN. Would not care to talk about others, but as far as we
are concerned, that is not the case, or anything close to it. It is just
entirely out of our line.

Senator KING. But you have some instances where reorganiza-
tions have occurred?

Mr. SWAN. Yes, and had to take stock for bad loans.
Senator KING. That is all.
Senator JOHNSON. Are you fiscal agents for any other country?
Mr. SWAN. I do not know exactly what a fiscal agent really is.

We have a friendly arrangement with Belgium, by which they come
to us when they want to do some financing. They are not bound
to us nor are we to them.

Senator JOHNSON. Have you any contract?
Mr. SWAN. NO, sir.
Senator JOHNSON. No written contract at all?
Mr. SWAN. There may be tsome memorandum of our understand-

iag; I could not tell you. I do not know exactly what the arrange-
ment is. There is nothing that binds them to us.

Senator JOHNSON. Any other country than Belgium?
Mr. SWAN. I do not think we have any firm contract with any

country.
Senator JOHNSON. In any of the instances where you have been

the original sponsor of a loan, are sinking fund payments to be made
to your establishment?

Mr. SWAN. They are to be made to the trust department of the
Guaranty Trust Co. in a number of instances.

Senator JOHNSON. Can you state the countries or the specific
loans in which that may be the case?

Mr. SWAN. I have a list here.
Senator JOHNSON. If you could state them, I should be very glad.
Senator COUZENS. While you are looking that up: Did you receive

a letter from the State Department in 1927 to the effect that Germany
was overborrowed and that any further loans would bring about a
financial catastrophe?

Mr. SWAN. I do not recall such a letter. I could search our files
and find out.

Senator COUZENS. You do not recall such a letter?
Mr. SWAN. No, sir.
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Senator CouzEvs. If you received such a letter you would recall
it, would you not?

Mr. SWiAY. I should think so.
Senator COUZEN-S. T am advised that such a letter was sent out,

and the State Department admits sending such a letter out in 1927;
and it seems rather strange that a house as large as yours should not
have received one.

Mr. SwAY. I should think I should remember that.
Senator KING. Have you made any loan to Germany since the date

that Senator Couzens mentioned?
Mr. SwAx. Our records will show when we made our last loan to

Germany. I do not have it in mind. Just a second, please. I may
be able to answer that question.

(After referring to memoranda): We made a loan to the Hansa
Steamship Co., a German corporation, in September, 1929.

Senator KNG. Any to the government or municipalities or rail-
roads of Germany?

Mr. Sws,. No, sir.
Senator KNG. Did your company make a loan to Nicaragua?
Mr. SwAN. I do not think we have ever made a loan to Nicaragua.

We have discussed loans to Nicaragua, but we have never made a
loan.

Senator Knxo. Do you know of your own knowledge which banks
loaned to Nicaragua during the past two or three years?

Mr. SwAN. No, sir.
Senator KNG. Morgan & Co. made a loan a number of years ago,

did it not?
Mr. SwAw. I am afraid I can not answer that, Senator.
Senator Kwo. But your company did not?
Mr. SwAw. We did not.
Senator Kmo. Nor any of your affiliates?
Mr. SwAN. No. I think we are the only financing subsidiary.
Senator GoRE. I was not here when you began. You say you are

the only subsidiary. What do you mean by that?
Mr. SwAN. That the entire capital stock of the Guaranty Co. is

owned by the Guaranty Trust Co.,
Senator GORE. What about the directors? Are they also the

same?
Mr. SwAN. The directorate of the Guaranty Co. is composed of

some of the officers of the Guaranty Trust Co.
Senator GORE. Are any of the officers also common to both con-

cens?
Mr. SwAN. I am president of the Guaranty Co. and vice president

of the Guaranty Trust Co.
Mr. Sabin is chairman of the board of the Guaranty Trust Co.

and of the Guaranty Co.; and Mr. Walker, another vice president, is
vice president of the Guaranty Co. and of the Guaranty Trust Co.

GUARANTY Co. OF NEW YORK,
New York, January 11, 1983.

Chairman 0minittee on Finance, United States Senate,
Wa hignton, D. C.

Gu Dmims: As requested by you, I am inclosing herewith certain material
which I was requested to furnish the Senate Finance Committee in connection with
in testimony on Thursday, January 7,1932.

should Mke to take this opportunity to again express my appreciation of your
courtesy and that of the other members of the committee.
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In connection with my testimony on pages 756 to 758, my answers were made
on the basis that the question under discussion was whether or not the Guaranty
organization took stock in connection with loans for the purpose of obtaining
representation in or control of the issuing company's management. My negative
answer to this question is entirely correct. I did not understand that present
holdings of the Guaranty Co. of New York acquired as the result of ordinary
routine investment banking operations were under discussion, for example, stock
remaining in our hands as the result of an unsuccessful stock underwriting. It is
our practice to dispose of such stocks as soon as market conditions permit.

As arranged by Mr. Shriver with the committee clerk, I am giving you here.
under another change which the latter thought ought to come by letter from me.
This change was not written into the corrected transcript by Mr. Shriver. This
should appear in place of line 27, page 760, to line 3, page 761. When asked by
Senator Gore as to the common officers of the Guaranty Trust Co. and the
Guaranty Co. I gave in reply only the three important officers here in New York-
Mr. Sabin, Mr. Swan and Mr. Walker. I think that the record ought to include
the complete list as follows:

COMMON OFFICERS OF THE GUARANTY TRUST CO. OF NEW YORK AND GUARANTY
CO. OF NEW YORK

Charles H. Sabia, chairman, Guaranty Trust Co.; chairman of board, Guaranty
Co.

Joseph R. Swan, vice president Guaranty Trust Co.; president Guaranty
Co.

Burnett Walker, vice president Guaranty Trust Co.; vice president Guaranty
Co.

Daniel B. Grant, vice president Guaranty Trust Co. (London office); vice
president Guaranty Co. (London Office).

Leon de Waele, manager Guaranty Trust Co. (Belgium office); European
manager Guaranty Co. (Belgium office).

The following have titles as junior officers (if the Guaranty Trust Co. of New
York, mainly for the purpose of signing, if necessary, cablegrams, certain papers,
etc., or for auditing purposes:

E. M. Bentley, assistant treasurer Guaranty Trust Co.; treasurer Guaranty Co.
W. R. Nelson, assistant treasurer Guaranty Trust Co.; secretary, Guaranty Co.
James H. Wickersham, assistant secretary Guaranty Trust Co.; second vice

president Guaranty Co.
Joseph E. Glass, auditor Guaranty Trust Co.; auditor Guaranty Co.
William H. Bennett, assistant auditor Guaranty Trust Co.; assistant auditor

Guaranty Co.
You will note that the totals as given in the charts vary slightly from those

given in my testimony. As a result of the additional time available we have
been able to include in the charts the operations of our foreign branches which
account for most of the changes made. I should appreciate having the figures
given in myv testimony corrected to agree with those submitted herewith.

If there is anything further that we can do I hope very much that you will call
upon us.

Very truly yours, J. R. SWAN, President.

Senator JOHNSON. I want to read to you the letter of the Secretary
of State which was sent in 1926, as I understand it, to all of the
bankers, to see if you do not recall that, and I want to ask you then
what subsequently was your action with respect to it. This was
written by Secretary of State Kellogg. [Reading:1

Since the flotation of the German international loan provided for by the Dawes
plan, offerings of German loans in the American market have aggregated, accord-
n he formation before this department, more than $150,000,000. And it
appears that a considerable volume of additional German financing is now under
contemplation. In addition to the public offerings referred to above, the depart-
ment is informed that a large amount of private bank and commercial credits
have been extended to German interests during the past year.

In these circumstances the department believes that American bankers should
examine with particular care all German financing that is brought to their atten-
tion with a view to ascertaining whether the loan proceeds are being used for

I



SALE OF FOREIGN BONDS OR SECURITIES 881
productive and self-supporting objects that will improve directly or indirectly
the economic condition of Germany and tend to aid that country in meeting It
financial obligations at home and abroad. In this connection I feel that I should
inform you that the department is advised that the German federal authorities
themselves are not disposed to view with favor the indiscriminate placing of
German loans in the American market, particularly when the borrowers are
German municipalities and the purposes are not productive.

Moreover, it can not be said at this time that serious complications in con-
nection with interest and amortization payments by German borrowers may not
arise from possible future action by the agent general and the transfer committee.
While the Department of State does not wish to be understood as passing upon
the interpretation or application of the provisions of the Dawes Plan or upon
their effect, if any, upon loans such as the one now under consideration by you,
it desires to point out that there is no clear indication of what the attitude of
the agent general and the transfer committee would be toward such loans in the
event of a scarcity of available foreign exchange embarrassing their operations
in effecting the transfers necessary to the execution of the Dawes Plan. It seems
to the department, therefore, that before issuing such loans you should inform
yourselves whether the transfer committee will place any priorities or obstacles
In the way of transferring funds for the payment of principal and interest and
that you should make clear to your clients the full situation.

A further point which the Department of State feels should be considered by
you in connection with the proposed loan is the provision of article 248 of the
treaty- of Versailles under which a first charge upon all the assets and revenues
of the German Empire and its constituent states is created in favor of reparations
and other treaty payments subject to such exceptions as the Reparations Com-
mission may approve.

These risks which obviously concern the investing public should in the opinion
of the department be cleared up by you before any action is taken. If they can
not he definitely eliminated, the department believes that you should consider
whether you do not owe a duty to your prospective clients fully to adv ise them
of the circumstances.

While the foregoing considerations involve questions of business risk and while
the department does not in any case pass upon the merits of foreign loans as
business propositions, it is unwilling, in view of the uncertainties of the situation,
to allow the matter to pass without calling the foregoing considerations to your
attention. In reply to your inquiry, however, I beg to state that there appear
to be no questions of Government policy involved which should justify the
department in offering obection to the loan in question.

Were you familiar with that letter?
Mr. SWAN. I do not know that I remember that letter in detail.

I remember that there was something of that sort.
Senator GORE. What was the date of that?
Senator JOHNSON. The first I ever heard of that letter was to-day,

in the Baltimore Sun.
Senator GORE. What is the date of it?
Senator JOHNSON. 1926; but I have simply clipped it from that

newspaper this morning, assuming, of course, that it is correct and
authentic.

You do recall a letter somewhat of that sort?
Mr. SWAN. I remember vaguely something from the State Depart-

ment.
Senator JOHNSON. And did you thereafter, when you sold German

loans in this country, advise your clients of what the Secretary of
State of the United States asked you to advise them?

Mr. SWAN. I presume thitr our circular advised them of all of the
detaiJs of the loan.

I would like to say regarding the German loans which we have
made that we have managed and appeared first in four German
loans. One of them was for $5,000,000 to the State of Bremen;
$10,000,000 to the State of Bremen; $5,000,000 to the State of
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Bremen. There is $20,000,000 in the agregate to the State of Bremen.
$5,000,000 to the Hansa Steamship Co. The three first loans were
made in 1925. The Hansa Steamship loan was a corporation loan
made in 1929. Both the State of Bremen and the Hansa Steamship
Co. had ample foreign exchange to take care of their loans, one from
Port receipts, and the other from other receipts.

Senator JOHNSON. Are those the only loans that you participated
in?

Mr. SWAN. The only ones that we have managed and appeared
first in.

Senator JOHNSON. Did you not participate to a considerable
extent in the State of East Prussia loan?

Mr. SWAN. We participated to the extent of $100,000 in a loan to
the State of Prussia made in September, 1926, and to the extent of
$475,000 in a loan made in October, 1927.

Senator JOHNSON. Were there any other German loans in which
you participated as well?

Mr. SWAN. Yes.
Senator JOHNSON. We will come to them when we get your list fixed.
The query I repeat to you is this; Do you know whether or not,

either in your circulars or otherwise, you advised your clients of the
attitude of the Department of State of the United States in respect
to German loans?

Mr. SWAN. I am afraid I cannot answer that question. I would
have to refer to our circulars.

Senator JOHNSON. Do you recall a statement in a report that was
made by S. Parker Gilbert on the 6th day of November, 1927, in
respect to the ability of Germany to borrow?

Mr. SWAN. I would like to say that in any loans we have made to
Germany and, I think, in any loans that we have participated in,
we were always very anxious to take into account the attitude of Mr.
S. Parker Gilbert, agent general for reparations payments.

Senator JOHNSON. That is not what I asked. Are you familiar
with the report that he made on the 6th day of November, 1927?

Mr. SWAN. I do not know what report that was.
Senator JOHNSON. If I refresh your recollection perhaps you will

recall. It is a report in which he said that Germany was over-
borrowed.

Mr. SWAN. I remember his making a statement in a report that
Germany was overborrowed.

Senator JOHNSON. Now we have in 1926 the Secretary of State of
the United States warning against Germany loans and asking all of
the international bankers to advise their clients of the exact situation
which the Secretary of State details in his letter. We have, secondly,
in November, 1927, an expert who was reporting upon Germany's
condition, saying in so many words that Germany was overborrowed
and that to continue making loans there might result-I do not
quote exactly the language, although he used the term "over-
borrowed-mi ht result in disaster.

Mr. SWAN. I think that they were fearful of indiscriminate borrow-
ing of certain German municipalities, and they were trying to check
that. I do not think they were tr7ing to check all loans to Germany.
I do not think that the loans in which we participated were of the kind
to which they were objecting.



SALE OF FOREIGN BONDS OR SEOUBITIES

Senator JOHNSON. That may be possible. Have you his approval
in writing?

Mr. SWAN. Mr. Parker Gilbert would never give any approval or
assurance but our practice was to inform him, just as we consulted
with the State Department in regard to loans in order that they might
know what we were doing. The State Department would say, " We
interpose no objection to the loan," and it was only a negative answer
we would get from Mr. Gilbert.

Senator JOHNSON. It would be a negative statement either from
the State Department or Mr. Gilbert?

Mr. SWAN. Yes, sir.
Senator JOHNSON. Did you address communications to Mr.

Gilbert?
Mr. SWAN. I think it was all done by visits of our representatives

to Mr. Gilbert to inform him of our loans.
Senator JOHNSON. After the State Department's warning and

after Mr. Gilbert's warning, did you advise your clients or those to
whom you sold German securities what the State Department's
attitude was, or Mr. S. Parker Gilbert's warning?

Mr. SWAN. I do not think that those warnings applied to the loans
we made. I think those warnings were not to make loans that were
not to be used for productive purposes.

Senator JOHNSON. Do you read the letter of the State Department
that way? Is that your construction of the letter of the State
Department?

Mr. SWAN. I should like to reread that letter before I answer that
question. But I would say that the State Department did not
request that no loans be made to Germany, but that lenders loan to
Germany only for productive purposes.

Senator JOHNSON. And that there were complications which would
arise and that bankers ought to advise their clients of exactly the
situation? You recall that, do you not?

Mr. SWAN. I heard you read that, sir.
Senator JOHNSON. The query is, did you advise your clients, the

purchasers in that situation, of the State Department's attitude?
Mr. SWAN. I do not like to answer that question without referring

to our circulars.
Senator JOHNSON. The circulars will determine that, however?
Mr. SWAN. Yes.
Senator COUZENs. These circulars referring to the loan to the

State of Bremen were all issued prior to the letter sent out by the
State Department, and therefore they could not advise them in those
circulars.

Senator JOHNSON. But the subsequent loans-
Senator COUZENS. Those are apparently not here.
Senator KING. I understood you, Mr. Swan-and I do not want to

misunderstand you-to state that you made inquiries of the State
Department eith r prior or subsequent to the letter to which Senator
Johnson has referred, as to the advisability of making loans to Ger-
many or to other countries.

Mr. SWAN. With regard to foreign loans that we made we were
requested by the State Department to inform them in regard to any
loans we contemplated. We advised them always well ahead of
making any loans, to find out if they had any objection to the loan.
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Senator KING. Did the State Department in writing ask you or
other banking institutions to communicate with the State Department
when you anticipated making a foreign loan?

Mr. SWAN. I can not answer that question. It must have been in
writing, I should think, because we used to do it as a regular matter
of course. We would call them on the telephone or address a letter
the them asking if they interposed any objection.

Senator KING. Do you recall whether those communications were
by telephone or in writing, or both?

Mr. SWAN. I should think, both; but I should think always telephone
communications would have been confirmed by writing.

Senator KING. Did you make any foreign loan, after that letter
to which Senator Johnson invited attention, without communicating
with the State Department?

Mr. SWAN. No; I am sure we did not. We never made any loan
without advising with the State Department-any foreign loan.

Senator KING. Did you think the State Department had any
authority in the premises to prohibit a loan or to advise a loan?

Mr. SWAN. I did not think they had any authority to prohibit a
loan, but we would not have done anything contrary to their desires
in the matter.

The CHAIRMAN. I have seen the copy of the letter which you just
read, Senator. Does that have reference to Government loans to
Germany or private loans within Germany?

Senator COUZENS. All loans.
Senator JomHNsoN. My knowledge of it is derived simply from the

publication of it that I observed this morning in the Baltuimore Sun.
The CHAIRMAN. I saw the same article, but I forget now whether

it had reference to public loans or loans directly to the German
Government, or whether it referred to private loans of a character
such as the witness just stated in relation to an institution in Germany.

Mr. SWAN. May I, Mr. Chairman, read a paragraph from one of
our circulars?

The CHAIRMAN. Certainly.
Mr. SWAN. This is a circular with reference to a loan of $5,000,000

to the State of Bremen.
Senator CouzENs. But may I direct your attention to the fact that

that was issued in September, 1925?
Mr. SWAN. It was in December; and it says:
These notes are direct obligations of the State of Bremen, which agrees that

until it shall have paid to the paying agent the funds required for the payment
at maturity of these notes, it will not pledge any of its assets or revenues as
security for any loan. The entire assets and revenues of the German Reich and
its constituent States were made subject to a first charge for reparation payments
under article 248 of the Versailles treaty. The enforcement of this charge is
suspended during the operation of the Dawes plan. The Dawes plan provides
that payments shall be made by Germany to the Reichsbank for account of the
agent general for reparations, and to secure these payment certain revenues are
specifically pledged. The revenues of the State of Bremen are not included in
the pledges made by Germany under the Dawes plan.

Senator JOHNSON. The particular clause of this letter that I call
to the chairman's attention probably answers his question:

In these circumstances the department believes that American bankers should
examine with particular care all German financing that is brought to their atten-
tion with a view to ascertaining whether the loan proceeds are being used for pro-
ductive and self-supporting objects that will improve directly or indirectly the
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economic condition of Germany and tend to aid that country in meeting its
financial obligations at home and abroad.

The CHAIRMAN. That is as I remember your reading it; and it
does not apply to any individual loan, other than simply to say that
if you do make a loan there, make a thorough investigation.

"But there is another part of that letter that seemed to me rather
stronger than that.

Senator JOHNSON. Oh, there is [handing clipping to the chairman].
Senator REED. While the chairman is reading that letter, let me

ask you about this loan to the State of Bremen as to which you stated
in your circular to your customers the circumstances of the pledge
under the treaty of Versailles. For what purpose was that loan made?

Mr. SWAN. For port improvements.
Senator REED. Were they considered productive purposes?
Mr. SWAN. Quite.
Senator REED. Did they increase the revenue of the State of

Bremen?
Mr. SWAN. I believe so, materially.
Senator Couzr.xs. I think if you will examine the statement, not

only are the revenues pledged, but they have collected taxes to make
good, and therefore it can not be said to be self-liquidating or self-
supporting.

Senator KINo. You mean, they collected taxes in the municipali-
ties-

Senator COUZENS. I mean that the revenues from the improvements
of the port did not appear to be adequate to liquidate the loan, and
therefore taxes were added to whatever additional revenue; might be
derived from the port of Bremen.

Senator KING. Has Bremen defaulted in interest?
Mr. SWAN. Oh, not at all; no.
Senator KING. Has any part of the loan been amortized?
Mr. SWAN. Yes. Our records will show that. We considered it

then and consider it now an extremely good loan, one of the best
loans with Germany.

Senator REED. Have the services been punctually performed?
Mr. SWAN. Absolutely.
Senator KING. Senator Johnson, I understood the last clause to

which you referred meant that it was not a prohibition of loan or
advice in making loans, but to scrutinize and determine whether the
loans were for productive purposes.

Senator JOHNSON. Oh, the letter goes much further than that.
Senator KING. I mean, the clause you just read.
Senator JOHNSON. The particular clause that I just read; yes.

That was as to the careful scrutiny of loans. But if you will read
on in the letter you will find that the State Department did a very
wise thing in advising all of the bankers as to the situation and asking
them to advise all of their customers as well, to put before them in
detail the facts. I never read the letter until this morning, and
I think it was a very remarkable and a very excellent letter to have
been sent out by the Secretary of State in reference to loans. If a
warning like that had been included with all loans subsequently
made-I am not referring to this witness or to his house particularly-"
it would have had a very, very salutary effect.
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Senator REED. That is what I am getting at, Mr. Swan. Even
before this letter was issued by the Secretary of State-and I agree
with Senator Johnson that it was a wise letter and ought to have been
heeded-but even before that letter was sent out, you did give that
warning as to the circumstances of the Treaty of Versailles. You
seem to have scrutinized the purpose for which this loan was made;
you seem to have found it was for productive purposes, and the loan
was made and it has been faithfully observed ever since and it is still
good?

Mr. SWAN. That is what I started to say when Senator Johnson
was talking to Senator Smoot, that nothing contained in the Secre-
tary of State's letter caused us to do anything other than what we
had previously been doing. We had been scrutinizing these loans
with the greatest care. The fact that we have made very few loans
to Germany shows that that is the fact. It had seemed to us that
two things were very important in connection with making loans to
Germany. One was that the proceeds of the loan should be used
productively, and the other was that the borrower haJ access to
foreign exchange to pay the services on the loan.

Senator GEORGE. Senator Johnson, have you inserted in the
record the S. Parker Gilbert statement to which you have referred?

Senator JOHNSON. No: I will insert it in the record at this time
if you desire. It is a very lengthy report of which I have a photo-
static copy.

Senator GEOROE. Does the statement call attention to the fact
that Germany was not balancing her budget at the time?

Senator JOHNsoN. The conclusion of the statement of Mr. Gilbert
is as follows:

I have attempted to bring together in the foregoing pages the accumulating
evidences of overspending and overborrowing on the part of the German public
authorities, and some of the indications of artificial stimulation and overexpan-
sion that are already manifesting themselves.

These tendencies, if allowed to continue unchecked, are almost certain, on the
one hand, to lead to severe economic reaction and depression, and are likely, on
the other, to encourage the impression that Germany is not acting with due
regard to her reparation obligations.

The CHAIRMAN. That is, the German Government?
Senator JOHNSON. I am reading from Gilbert's memorandum on

reparations-
The CHAIRMAN. But it has reference to the German Government?
Senator JOHNSON. Unquestionably.
The CHAIRMAN. I notice in this letter, Senator Johnson, that atten-

tion is called to the provisions of article 248 of the treaty of Versailles
"under which a first charge upon all the assets and revenues of the
German Empire and its constituent states is created in favor of repa-
rations and other treaty payments subject to such exceptions as the
Reparations Commission may approve."

It seems clear that all through this letter it refers to the obligations
of the German Empire. Then it says:

"These risks which obviously concern the investing public should
in the opinion of the department be cleared up by you before any
action is taken. If they can not be definitely eliminated, the de-
partment believes that you should consider whether you do not owe
a duty to your prospective clients fully to advise them of the cir-
cumstances."
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They may have made loans after this-
Senator JOHNSON. There were subsequent loans in which they

participated.
The CHAIRMAN. But I suppose they went into every detail as to

the revenues and the obligations that were owing at that time. Do
you take the position that if the city was absolutely safe in borrowing
the money, and without a question of a doubt the loan was perfectly
safe, they should not have made it because of the statement that is
made here?

Senator JOHNSON. I am not passing upon any such question as
that at all; but I do insist that with a document such as that from the
Secretary of State it was the duty of every banker who floated a
German loan in this country to tell his people exactly what the Gov-
ernment of the United States said in respect to German loans. There
was his obligation. The chairman and I may disagree upon that
point, but I feel very clearly that when there is an official communica-
tion of that sort-and this is a remarkable communication when you
consider that it comes from the State Department that is not accus-
tomed to writing that kind of letter with reference to investors in this
nation-when that kind of a warning is made by our Department of
State and is transmitted, as I understand from the article that appears
in the paper this morning-and I speak only from that-to all of the
bankers dealing in German loans, upon them rested as dealers the
obligation to advise their people of the attitude of the United States
Government.

The CHAIRMAN. I agree with that, Senator.
Senator JOHNSON. All right, sir.
The CHAIRMAN. However, this was not such a loan as is mentioned

in this letter. That ought to have been done; there is no doubt
about that.

Mr. SWAN. Somebody asked a question about foreign loans for
which we were trustees where sinking funds were taken care of.
What was that question?

Senator JOHNSON. I asked you whether you were fiscal agents in
the aspect of being in charge of the sinking fund of various foreign
loans.

Mr. SWAN. Here is a list of foreign loans for which the trust depart-
ment of the Guaranty Trust Co., is the trustee or agent.

Senator JOHNSON. That is, they collect, as I understand it, the
sums that are paid for the sinking fund?

Mr. SWAN. They pay dividends and perform other obligations
under the terms of the indenture as to the sinking fund, whatever
those obligations may be.

Senator JOHNSON. What is the indenture that you refer to?
Mr. SWAN. The loan contract.
Senator JOHNSON. Have you bond purchase agreements with any

of your customers, sir; that is, any of these foreign countries?
Mr. SWAN. I have not them with me.
Senator JOHNSON. No; but you have them, have you not?
Mr. SWAN. Yes.
Senator JOHNSON. First, you have your loan contract, have you

not?
Mr. SWAN. Yes, sir.

92928-32-PT 2-38
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Senator JOHNsON. Secondly, have you as well another contract,
that is, a bond purchase agreement or contract?

Mr. SWAN. I would imagine that in most cases we probably
started with a letter between the borrower and the lender, ourselves,
which letter went into the form of a loan contract.

Senator JOHNSON. And no subsequent contract?
Mr. SWAN. Probably not.
Senator JOHNSON. But as to the matter of the fiscal agency, you

told me once that you had no-
Mr. SWAN. That would be part of the loan contract.
Senator JOHNSON. Wholly part of the loan contract?
Mr. SWAN. Yes. There might be some separate indenture be-

tween the borrower and the trust company. Very likely there would
be.

Senator JOHNSON. When you prepare your data and come again
will you have a couple of copies of your loan contracts made in order
that they maygo into the record?'

Me!. SWAN.. Certainly, Senator.
Senator JOHNSON. Another thing that I ask you to do is to bring

your correspondence with the Department of State With respect to
any foreign loans. That will be far better than recollection.

r. SAN. You mean, all foreign loans?
Senator JOHNSON. Yes; I should say that-
Senator REED. It will take some time to get them together, I

should think.
Senator JOHNSON. They would be together all in one folder for the

last 10 years, would they not?
Mr. SWAN. It would be quite a job. WVe would have to go to our

storage vaults. But whatever you want, we will do, of course.
Senator JOHNSON. Let us see if it is a terrific job. I understood-

if I am in error, please correct me-that you addressed a letter to the
State Department in respect to your loans; that the State Depart-
ment then answered negatively, as you have said, "No objection."
Were there any instances where there was either involved corre-
spondence or lengthy correspondence respecting any loan?

Mr. SWAN. I do not think so.
Senator JOHNSON. Then the job is not an enormous one, is it?
Mr. SWAN. It is just a question of the number of years. Twelve

years?
Senator JOHNSON. Take it from 1925. That will ease it up, will it

not?
Senator GORE. Does that refer to just German loans?
Senator JOHNSON. No; I am spealdng of all his loans.
The CHAIRMAN. You followed the same course in every loan, did

you not?
Senator REED. He said that sometimes they telephoned and some-

times they wrote.
Senator JOHNSON. Of course we can not get the telephonic messages.
Mr. SWAN. Would you care to have me read from some corre-

spondence with the Department of State?
Senator JOHNSON. Yes; read it.
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Mr. SWAN (reading): APRIL 29, 1926.
The SECRETARY OF STATE,

State Department, Washington, D. C.
SiR: We are negotiating for an issue of $3 000,000 7% per cent sinking fund

land mortgage gold bonds of the Hungarian Land Mortgage Institute (Magyar
Foldhitel Intezet) of Budapest, Hungary. We are advised that the dollar bonds
which it is proposed to issue will have, in accordance with Hungarian law, the
following security: An equal amount of first land mortgages, made and repayable
in dollars; a special reserve fund amounting to 5 per cent of the bonds outstanding,
to be invested in dollar securities, approved by the trustee; and the joint and
several, unlimited liability of the members of the institute, consisting of the
holders of founders' shares and also of all mortgagors (in amounts or 2,000 kr.
or over) under all first land mortgages for the time being.

We should appreciate veiy much receiving, at the department's earliest
convenience, its views with reference to this proposed financing.

And a reply from the Department of State, dated May 7, 1926,
addressed to the Guaranty Co. of New York, 140 Broadwray, New
York, N. Y., as follows:

Sins: I beg to acknowledge the receipt of your letter of April 29 1920, regard-
ing your interest in a loan of $3,000,000 to the Hungarian Land mortgage Insti-
tute, and to state that in the light of the information before it, the Department of
State offers no objection to this financing.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as busincs3 propositions nor assume any responsibility in con-
nection with such transactions, also that no reference to the attitude of this
Government should be nade in any prospectus or otherwise.

Senator COUZENS. Let us take a recess until the witness gets the
papers that he has mentioned.

Mr. SWAN. You still want the data covering the period from 1925
to this time?

Senator JOHNSON. If it is not too much trouble.
(The text of S. Parker Gilbert's memorandum on reparations,

submitted by Senator Johnson, is here printed in full, as follows:)

(The New York Times, Sunday, November 6, 1927]

TEXT OF GILBERT'S MEMORANDUM ON REPARATIONS AND THE REPLY BY
GERMANY

[Memorandum for the German Government]

The full text of Mr. Gilbert's memorandum, made public here, follows:

THE AGENT GENERAL FOR REPARATION PAYMENTS,
Berlin, October 10, 197.

I am presenting this memorandum for tha purpose of calling attention to the
dangers involved in the present economic situation, in the hope that by doing
so fully and frankly at this time I may render some service to the German Gov-
ernment and to the German economy, as well as to the international situation
generally.

I approach die problem from the standpoint adopted by the experts' plan,
and reiterated in the conclusion to my last report, "that what is in the interest
of the German economy Is also in the interest of the execution of the plan."

In considering the interests of the German economy I should assume that the
general aim of Germany, as of other modern industrial States, would be the
continuous development of industry and commerce, both domestic and foreign,
with a view to the gradual improvement of the standard of living of her people.
For this the most favorable conditions internally would seem to be the constant
cheapening of production, accompanied by such increase of wages as cheapened
production will permit and as will neither increase prices nor the cost of living.
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Stable prices particularly favor stable trade. But the development of indus.
try and commerce also requires a steady supply of new capital, based on savings
at home or borrowings abroad, and under prevailing conditions in Germany
there is need not ooly for the creation of new capital but also for the rebuilding
of the old liquid capi,%l destroyed by the war and lost by inflation. In Germany,
therefore, there "s a special need and a special incentive for saving, and for care-
ful spending as well. Under these conditions sound and well-ordered public
finance, which underlies the whole economic life, is of the utmost importance.

ACCEPTS GOVERNMENT'S GOOD FAITH

From the standpoint of the execution of the experts' plan, I accept at full
value the often-repeated assurances of the German Government that its settled
policy is to do everything within its power to fulfill the obligations it has under-
taken. The aim of the plan was to put the problem of reparation to the test of
practical experience under a program which, as the experts said, "adjusts itself
to realities."

It is fundamental to this conception that the German Government should per-
mit the plan to have a fair test and, while the test Is in progress, that the German
Government itself should exercise prudence in the management of its affairs.

Recent developments in public finance do not appear to be in the interests
either of German economic life or of the execution of the experts' plan. The
evidences, in fact, are accumulating on every side, and more rapidly within re-
cent months, that the German public authorities are developing atd executing
constantly enlarging programs of expenditure and of borrowing, with but little
regard to the financial consequences of their actions.

The rising level of public expenditure is already giving an artificial stimulus
to economic life, and it threatens to undermine the essential stability of the public
finances. If present tendencies are allowed to continue unchecked the conse-
quence is almost certain to be serious economic reaction and depression, and a
severe shock to German credit, at home and abroad.

The remedies consist primarily in reversing the present tendencies toward
overspending and overborrowing, and applying instead a regime of strict
economy and of ordered public finance. These are remedies which lie largely il
the hands of the German Government, and, if they will act promptly and effec-
tively, the Reich and the other public authorities still ihave it in their power
to prevent a crisis.

The economic situation though it is already showing signs of tension, does not
seem as yet to have developed points of immediate danger. Moreover, some of
the new expenditures that threaten the most far-reaching consequences are still
only in he stage of discussion and have not yet been authorized by law.

In presenting this memorandum it is unnecessry to go much' into detail.
Each of my public reports as agent general for reparation payments has pointed
to various sources of danger that seemed to me to have appeared from time to
time and my last report, dated June 10, 1927, warned particularly against the
tendencies of budgetary and credit policy.

I have also had numerous conversations on these subjects with the minister
of finance, the president of the Reichsbank, and less frequently with the chan-
cellor of the Reich. In the following pages I shall endeavor to bring matters up
to date, with a review of recent events in public finance and credit policy, and
to indicate the relation of these events to the economic situation in Germnany.
as well as to the execution of the experts' plan.

SUMMARY OF RECENT EVENTS

I. TIlE FINANCIAL POLICY OF THE REICH

In my report of June 10, 1927, I made the following general observations on
the German budget:

"The point that stands out most clearly in the budgets of the Reich is the
constantly mounting level of expenditure. The problem of checking the rising
tide of Government expenditures has, in fact, become acute, and it requires the
closest attention, not merely from the standpoint of the experts' plan, but in
the interests of the German economy as a whole. At the same time it is clear
that the essential stability of the German budget remains unimpaired, and that
the problems presented by the budget should yield readily enough to a steady
application of sound principles of budget making."
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The upward tendency of the expenditures and conmitments of the Reich
clearly appears from the following summary of recent events:

On December 17, 1926, the Reichstag voted a supplementary budget for the
financial year 1926-27. This added about 1,000,000,000 reichsmarks to the ex-
penditures originally authorized for that year, bringing them up to a total of
8,534,000,000.

On January 5, 1927, the draft budget for 1927-28 was submitted to the Reichs-
tag, carrying estimated expenditures of about 8,525,000,000 reichsinarks.

On February 16, 1927, the finance minister made his budget speech in the
Reichstag, outlining the financial position Qf the Government. With regard to
bud get policy, the minister said:

"We must arrange to get along with what we have, even if we have to post-
pone and reduce expenditures for things which ae desirable and useful. * * *
Our burdens are so great that we must take advantage of every opportunity to
save. * * * Our tasks during the next few years will be very difficult and
bitter. * * * Years of restriction and struggle are facing us."

With regards to administrative reforms he said:
"A definitive financial settlement (between the Reich and the States and com-

munes) presupposes not only a rationalized State administrative system but also
a private economic system which is not shaken by crises."

With regard to reparation payments, he referred first to the agreement made
last year for the settlement of the supplementary budget contributions, and then
said:

"I look into the future with grave anxiety. Under the Dawes agreement our
payments out of the budget and for the service of railway bonds and for the
service of industrial debentures, will increase next yea' a further 432,000,000 marks
and in 1929 and onward by a still further 29),000,000 marks. At the present
moment, in spite of the bet will, I see no possibility of providing these sums, to
which there will be added, beginning in 1929, supplemental payments on the
basis of the index of prosperity. * * * Germany N ill continue to do every-
thing in her power in order loyally to fulfill the obligations she has assumed, but
to this end she must be furnished with the necessary prerequisites. * * *
For us the prerequisites for the execution of the Dawes agreement is the strength-
oning of our economic life."

In the same speech the minister went on to propose that during the financial
year 1927-28 further expenditures should he incurred by raising official salaries
"to the extent of what is financially possible"; and he referred also to the import-
ance of indemnifying those who had lost their private property abroad in the war.

Following the finance minister's budget speech, the tendency of the Govern-
ment's policy seems to hove been in the direction of increased expenditure and
enlarged commitments.

1927-28 BUDGET INCREASED

In spite of the necessity for economy urged by the minister, the authorizations
of expenditures carried in the 1927-28 budget were increased by 600,000,000
reichsmarks before its final enatement on April 14, 1927. The oly important
reduction was one of about 45,000,000 in the appropriation for canal and other
new constructions.

Taking the so-called ordinary and extraordinary budgets together, the total
expenditures authorized amounted to 9,130,000,000 reichemarks, as compared
with estimated expenditures of 8,543,000,000 in 192-27, and actual expenditures
of 7,444,000,000 in 1925-26--an increase of nearly 1,700,000,000 reichsmarks in
the two years. Of this increase about 540,000,000 relchemarks were for repara-
tion payments under the experts' plan, with 67,000,000 additional as a reserve
fund for the controlled revenues.

Both the 1926-27 and 1927-28 budgets showed an excess of current expendi-
tures over current revenues, amounting to over 850,000,000 reichsmarks in each
year. To cover the 1927-28 deficit, the budget authorized loans of 466,000,000
and appropriated 390,000,000 from surplus and reserve funds. It also left
undisturbed outstanding authorizations to borrow to the amount of 571,000,000
reichemarks to cover outstanding extraordinary expenditures for 1926-27.

In the midst of budget discussions on March 4, 1927, the finance minister of
the Reich appeared before the taxation committee of the Reichstag to urge the
passage of a draft law postponing for a further two years the definitive settlement
of the financial relations between the Reich and the States and communes, and
providing in the meantime for increased guaranties by the Reich to the States
and communes.
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On March 17, 1927, I addressed a letter to the finance minister of the Reich,
pointing out a number of considerations suggested by the Government's pro-
posals and emphasizing their importance in connection with the fulfillment of
the international obligations of Germany under the experts' plan, not merely
as regards the immediate present but more especially as regards the future.

HIS PREDICTIONS FULFILLED

On April 9, 1927, the law was passed, substantially in accordance with the
finance minister's recommendations, with results for the public finances that I
have already summarized in my report of June 10, 1927.

The Governremnt of the Reich in the meantime had made another important
concession to the States and communes, by agreeing to assume, as from April
1, 1927, practically the entire responsibility for advancing, when necessary, the
supplementary funds required for purposes of unemployment relief beyondthose
furnished by employers and employees, though up to that time the States and
communes had been obliged to furnish five-ninth of these supplements.

The present financial settlement between the Reich and the States and come
munes can not be considered a provident arrangement for the Reich; and it is
open, as pointed out in my last report, to fundamental objections of principle,
These criticisms are fully confirmed by recent events. The States and communes
are now drawing larger payments from the Reich than ever before, and will get
the principal benefits from any increased revenues that the Reich may collect
from the income, corporation, and turnover taxes in excess of the amount required
to fulfill the guaranty already given.

At the same time the responsibility for taxation and public expenditure seents
to become more and more confused. Notwithstanding their increased transfers
from the Reich, the States and communes are pressing new demands for still
larger payments to meet their constantly increasing expenditures, and the Reich
itself has added to the confusion by bringing forward new proposals for expendi-
ture which still further burden the budgets of the States and communes.

After the adoption of the 1927-28 budget the question of increasing the salaries
of officials became active, and when the Reichstag adjourned in July it was
understood that increases of about 10 per cent were under consideration.

But, on September 11, 1927, before a meeting of Government officials at
Magdeburg, the minister of finance announced that he had suggested and the
cabinet had approved "a considerable increase in the rate at first contemplated."
The rates of increase, he said, would vary from 18 to 25 per cent and the total
cost to the Reich would be 325,000,000 annualv, of which 155,000,000 would
be for sslarIes and 170,000,000 for pensions and similar allowances.

It is generally assumed that the States and communes, the postal service and
the railway will all make much the same increases. The total cost is variously
estimated at. from 1,200,000,000 to 1,500,000,000 reichsmarks annually. To
provide for the additional expenses which the action of the Reich throws upon
them, the States are already insisting that increased transfers of revenue front
the Reich will be necessary.

As for the Reich itself, it appears from the discussion before the Reichstag on
October 13, 1927, that in the opinion of the finance ministry the Reich will be
able to meet the costs of the salary increases in its own services during the coming
year only if its hopes for an increase in tax receipts are realized.

The salary proposals of the Government are noteworthy not merely because
of the large expense which they entail, but even more because they have been
made on the most sweeping basis, and in the way most likely to bring serious
consequences for the general economy of the country. They are apparently
intended to apply quite as much to pensioners and retired officials as to officials
on the active list, while even for the active officials they appear to contemplate a1
general increase in salaries, without any effective attempt at administrative
reform.

It is not for me to express an opinion on the merits of the salary proposals,
but it would seem as if the German Government could have served its own
interests better by using such substantial increases as an instrument for securing
the reform in administration of which so many announcements have been made
in the past two or three years.

TWO NEW HEAVY BURDENS

It may not even now be too late to make the salary increases serve this pur-
pose. But as matters stand at present, they seem likely to hinder rather than
to help the cause of administrative reform, and to saddle new and lasting burdens
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on the already heavily-burdened budgets of the Reich and the other public
authorities.

In addition to these general increases in pensions and in the salaries of officials,
the Government of the Reich is advancing two other measures which seem
likely to involve large new expenditures, one, the proposal to compensate Ger-
man nationals for loss or damage to private property during the war, and the
other, a general school law for the Reich.

Neither of these measures has as vet been enacted Into law. The first of them,
the draft law for indemnifying derman nationals for property lost abroad,
apparently contemplates expenditures of about 1,000,000,000 reichsmarks, but
the draft law has not yet been presented to the Reichstag, and it is not clear
what means of financing are to be adopted or how far the budget is to be burdened
with the proposed payments.

In this connection I have already suggested in my letter of August 29 1927, to
the finance minister of the Reich, some of the considerations that would be raised,
from the standpoint of the experts' plan by an external offering of preference
shares of the German Railway Co.; the same considerations of course would
apply a fortiori to any external loan of the Reich that might be proposed for this
purpose.

As for the new school law, no information is available regarding the probable
costs, and apparently little consideration has been given as yet to its financial
consequences. But it is noteworthy that serious misgivings are being expressed
in many quarters in Germany as to the cost of the new law, and that the States
and Communes have already given warnings that they will want more money for
the purpose from the Reich.

On October 14, 1927, the Reichsrat rejected the draft law for a variety of
reasons, after first approving an amendment that would require the Reich to
bear all the cost. Since then the Government has submitted the draft law to
the Reichstag in its original form, with a statement from the Minister of the
Interior to the effect that it is immaterial whether the Reich or the States have
to bear the cost, because in any event the burden will fall on the German economy.

The government appears to have refrained, however, from making any estimate
of the cost of the new law, on the ground that this can not be done until its pro-
visions are finally determined and the distribution of the cost becomes somewhat
clearer.

I do not mention this series of new expenditures and commitments for the
purpose of passing judgment on any of them individually. That, indeed, does
not fall within the functions of the agent general for reparation payments. The
German Government, under the terms of the plan, is left free to prepare and
administer its own budget, and it acts throughout on its own responsibility.
This very freedom, however, implies a corresponding responsibility for the
natural and probable consequences of its own actions.

These, it seems to me can be summarized briefly, as follows:
1. The Reich, by failing to exercise proper restraint in its expenditures, is

endangering the stability of its budget, the establishment and maintenance of
which was the cornerstone of the experts' plan for the reconstruction of Germany.
The situation at the moment is somewhat relieved by increasing revenues and
declining unemployment. But any reaction in business would be likely to reduce
the revenues of the Reich and increase its liabilities for unemployment relief.

In these circumstances, and with increasing reparation payments to f tce, this
does not seem to be the time to burden the budget with new permanent expen-
ditures.

2. With its own expenditures constantly rising, the Reich naturaUy finds it
difficult to induce the States and communes to bring their budgets into proper
order, particularly at a time when the measures which the Reich itself has initiated
may add very greatly to their expenditures and throw many of their budgets
still further out of balance.

The Siates are already demanding the reopening of the financial settlement
for the purpose of securing still larger transfers of revenue from the Reich. And
the expected reduction of State and communal real estate taxes which it was
announced in April would be one of the conditions of the financial settlement
now appears more and more unlikely of realization, while in some cases at least
increased local taxation may be necessary.
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UNSOUND FINANCE ENCOURAGED

3. The result is a general lack of effective control over public spending and
Public borrowing. In consequence, unsound public finance is increasingly preva-
ent in Germany, and the money which is so badly needed for the development

of German agriculture and industry is being absorbed, through taxes and public
loans, in a scale of public expenditure which seems to be incurred without regard
for the loss of liquid capital which Germany has suffered and the urgent need
of recreating this capital through economy and careful spending.

4. Still more broadly, in their effects on economic life, the measures taken by
the Reich and other public authorities are tending strongly toward increased
costs of production, increased prices, and increased cost of living.

The result Is to negative, in large measure, the benefits that might be expected
to accrue from the process of rationalization which German business and industry
have succeeded In carrying out since the stabilization of the currency.

The tendency toward higher prices already exists, partly as a result of the high
customs duties on imports of many staple products; and it would be greatly
stimulated if, as now seems probable, the Government's salary proposals should
lead, on the one hand, to demands for similar increases in general business and
industry, and, on the other, to increased railroad tariffs, and the like. Mani-
festly, al these developments tend to raise the costs of production and thus to
diminish the capacity of the German economy to compete for export.

STIMULATION TO IMPORTS

As the experience of recent months has abundantly shown, they operate also
on the other side of the German balance of payments, by greatly stimulating
German imports from other countries. Rising internal prices almost always
have this effect, and under present conditions the tendency is enhanced by the
additional purchasing power which is being placed in the hands of the public by
the Increasing expenditures of the Reich and the States and communes.

The consequences of Reich financial polcy, which have been summarized
above, must be considered also in connection with the financial policies of the
States and communes, and with the currency and credit policy of the Reichsbank.
There is naturally a close relationship between them and an intimate connection
between the results attributable to them.

i. FINANCES OF THE STATES AND COMMUNES

There is little or no current information as to the financial condition of the
States and communes, but their demands for additional grants from the Reich
and their frequent borrowings at home and abroad indicate that as a whole they
are living beyond their means.

The domestic long-term loans of the States, Provinces, and communes, and of
the various public undertakings in which they are interested, have amounted to
about 1,000,000,000 reichsmarks since the beginning of 1926, when the domestic
market first became available for long-term borrowing. This sum is more than
twice the amount of oong-term domestic loans placed in the same period by
German Industry and trade. These various public loans, taken together with
the Reich Internal loan of 1927, were mainly responsible for overloading the
domestic market and bringing about the state of exhaustion which still obtains.

HEAVY DRATS o CREDIT

Foreign issues of the States and communes, and their associated public under-
takings, have amounted since the beginning of 1925 to the equivalent of about
1,600,000,000 reichsmarks, approximately the same as the foreign loans of German
business and industry. Until recently, at least, additional loans, appear to have
been under negotiation between the States and communes and foreign bankers,
up to a total of perhaps a further 1,000,000,000.

These foreign borrowings have made heavy drafts on the foreign credit of
Germany and those of the States particularly have tended to raise difficult ques-
tions under the treaty of Versailles and the related provisions of the Experts'
Plan, as I have already pointed out In my letter of September 20, 1926, to the
finance minister of the'Reich, with respect to the Prussian external loan of 1926,
and my further letter of November 12, 1926, as chairman of the trustees of the
German external loan, with respect to both the Prussian and the Hamburg loans.
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The foregoing figures for the domestic and foreign loans of the States and

communes, amounting altogether to about 2,600 millions, leave out of account
entirely their short-term or floating debt. It is impossible from the available
figures to make a close estimate of the volume of this debt, but from such casual
evidence as has developed it seems already to be very large. In part it represents
loans directly obtained from foreign bankers, in part loans obtained from German
bankers, but from foreign funds borrowed by them and in part ordinary domestic
banking transactions.

The question underlying State and communal borrowing is not whether ino-
dividual loans should be placed in the domestic market or in the foreign market,
or at short or long term, but whether they should be placed at all. To divert
the borrowing of the States and communes from one market to the other or to
refuse it in one form and permit it in another does not go to the root of the diffi-
culty.

OVEREXPANSION IN STATES

Overborrowing at home or abroad proceeds from the same source, naraely,
rising public expenditures, and it is by reducing expenditures to the minimum
that relief is to be found. On the other hand, balanced budgets and economical
administration will give the best assurance that when credit is needed for essential
public purposes it will for forthcoming.

It is recognized, of course, that the Reich does not control the States and com-
munes in these matters. But, when the States and communes go into foreign
markets to finance their budgetry expenditures and internal improvements,
they raise fundamental questions of foreign policy which have the most direct
interest for the Reich. And under the Constitution itself the Reich has a unique
opportunity and even responsibility for leadership, not merely because of its
large transfers of revenue to the States and communes but also because of its
powers to prescribe the fundamental principles and main outlines of their laws
in many matters of taxation and public finance.

The force of these considerations has been recognized to some extent in the
efforts that have been made for the past two years and more to supervise the
foreign borrowings of the States and communes through an advisory organization
established for this special purpose. These efforts, for whatever reason, have
not been successful, and the results appear in the swollen figures for State and
communal borrowings that have already been given.

A new and truly effective supervision, based primarily on the principle of
controlling public expenditures, is urgently needed at this time, both in the
interests of German credit and to safeguard Germany's economic recovery
against the dangers of overstimulation and subsequent reaction as a result of
overspending and overborrowing by the public authorities.

WELCOMES REICH'S REFORM PLAN

The German Government's announcement of October 7, 1927, is greatly to be
welcomed, not only because it indicates that a revised procedure for supervising
the foreign borrowings of the States and communes is under consideration, but
also because it points out the sound basis for financial reform by stating that "in
view of the entire present situation in Germany any expenditure that is not
urgent or economic, whether made out of foreign loans or from other sources,
must be avoided."

It is still not clear what practical measures will be taken to apply this funda-
mental test to the spending policies of the public authorities, but it is of the utmost
importance that the Reich should exert a firm leadership in this direction and that
its leadership should have the sincere and comprehending support of the States.

i11. CREDIT AND CURRENCY POLICY

The present calendar year has also been one of expansion in the circulation of
the currency and in the use of short-term credit, particularly that of the Reichs-
bank. Any discussion of credit and currency must necessarily center upon the
policy of'the Reichsbank, which is charged under the bank law" with the duty of
regulating the circulation of money and with providing for the utilization of
available capital.

But however explicit the law may be, the financial operations of the Reich,
the States and the communes have themselves assumed the proportions of a
separate credit policy, frequently exercised in opposition to the credit policy f the
Reichsbank. In effect, there have been two credit policies, both operating at the
same time and one often neutralizing the other.



896 SALE OF FOREIGN BONDS OR SECURITIES

RIVAL CREDIT POLICIES

The n t result of these different policies, though opposed to each other in origin
and purpose, has been in the direction of expansion, as is likely to be the case
when the public authorities are on the side of expansion and spending.

The Reiehsbank, for its part, reduced its discount rate on January 11, 1927,
from 6 to 5 per cent, shortly before the offering of the 5 per cent internal loan of
the Reich. The purpose, it was stated at the time, was to recognize the easier
money conditions then prevailing in the German market, and at the same time to
diminish the inflow of foreign funds.

The results of this policy were discussed at length in my report of June 10, 1927.
For a short period, it will be recalled, the policy achieved'its purpose. But by the
middle of March foreign funds began again to flow into Germany in large volume,
not as long-term loans but in the form of short-term credits, frequently for purely
speculative purposes and liable to be withdrawn on short notice. These funds,
in turn, provided an additional basis for expansion, and a source of danger for
the future.

At the same time, the Reichsbank's discount rate became the lowest repre-
sentative money rate in Germany, and in the first five months of the year-that
is to say, up to May 31, 1927-its gold and devisen declined by about 1,000.-
000,000 reichsmarks, and its holdings of domestic bill, rose by about the same
amount. In their broader consequences, the forces of expansion thus released
gave a further impetus to an already highly speculative stock market and a
further stimulation to an already rising activity of business and a rapidly expand-
ing volume of imports.

REICHSBANK'8 CONTROL LOST

During this period certain measures were attempted, notably in the direction of
reducing the volume of stock market credit, but the Reichsbank left its discount
rate at 5 per cent, until June 10, 1927. It then raised its rate to 6 per cent, but
by this time it had lost control of the market, and the increase soon proved to be
insufficient. The new rate brought no reduction in the volume of Reichsbank
credit, and succeeded only during a short period at midsummer in retarding its
month-to-month increase.

The expansion which reasserted itself in September brought the volume of
Reichabank credit and the total German circulation to the highest points since
stabilization. The 7 per cent rate fixed on October 4, 1927, recognized this
situation and was itself the conseqtience of events which dated back to the
spring.

The financial authorities of the Reich, the states, and the communes, by working
at cross-purposes with the Reichsbank, have made the whole situation
more difficult to manage and have contributed to the expansion.

The part played by rising budgetary expenditures and borrowing by public
authorities, involving heavy drafts on credit, both foreign and domestic, has
already been discussed. The Reich internal loan of last February, futhermore,
was of peculiar importance, not only because it put an end for the time being to
the domestic market for new issues, but also because its terms and market price
furnished an additional obstacle to a timely revision of the Reichsbank's discount
rate.

The various steps which have been taken to manage the loan in the market
since its issues have been expensive and, on the whole, ineffective.

MANAGEMENT OF BANKS

Another disturbing influence which must be mentioned is the management of
the public funds and the public banks, which has been discussed at length in each
one of my published reports. It is unnecessary now to go into detail, but it is
clear enough on the facts that the administration of the public funds and the
public banks has tended very strongly to diminish the authority of the Reichs-
bank and to deprive it of resources which it needed in the general interest of the
stability of the German currency and exchar.ge.

It has tended, no less directly, to deprive the regular German banking system
of its normal resources and to divert great quantities of liquid funds into channels
which ran counter to sound credit policy.

The credit policy of the bank of issue and the public finances can not for long
be operated successfully on divergent lines i and there would seem to be every
reason, in the general interest, for formulating and putting into effect a definite
and comprehensive plan that will assure a properly coordinated policy. The
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need for the adoption of such a policy, based upon principles of ordered economic
growth, and avoiding undue use of credit, is particularly clear under present
conditions, in order that the prevailing expansion may not be carried to the point
of danger.

IV. CONCLUSION

I have attempted to bring together in the foregoing pages the accumulating
evidences of overspending and overborrowing on the part of the German public
authorities, and some of the indications of artificial stimulation and overexpansion
that are already manifesting themselves.

These tendencies, if allowed to continue unchecked, are almost certain, on the
one hand, to lead to severe economic reaction and depression, and are likely, on
the other, to encourage the impression that Germany is not acting with due regard
to her reparation obligations.

GERMAN RECOVERY NOTED

Internally, it is evident that an economic crisis would have t he most discourag-
ing consequences for the German people, and that it would mean a serious setback
to the reconstruction of German economic life. It is now nearly four years since
the first stabilization of the currency and over three years since the adoption of
the experts' plan. During this period Germany has made remarkable progress.
She has reestablished her credit at home and abroad, her industries have been
reorganized and her productive capacity largely restored, her supplies of raw
materials and to 'onie extent her working capital have been replenished, and the
general standard of living has greatly improved.

This has been achieved primarily through the industry and energy of the
German people, but the people of other countries have also cooperated by making
their savings available in liberal ineasure for the rebuilding of the German
economy. It would Le deplorable if what has bleen accomplished should now be
imperiled by shortsighted and unsound internal policies.

From the standpoint of the experts' plian it is only natural, as I have said, for
the creditors of Germany to feel that reasonable prudence in the management of
the public finances is a necessary element of good will, and it would not be sujr-
prising if outside observers should draw the conclusion that the financial policies
followed in the past year have not been in the interest of Germany's reparation
obligations under the plan.

The payment of the stipulated annuities to the agent general for reparation
payments at the Reichsbank constitutes, it is true, "the definitive act of the
German Government in meeting its financial obligations under the plan;" and
the payment of these sums is amply secured by the assigned revenues and other
specific securities. But the responsibilities of the German Government do not
end with the internal payments.

RUSPoNsJILrJEs OF TRANSFER

The experts' plan, though it put the transfer of reparation payments in the
hands of the transfer committee, recognized clearly that the problem of transfer
would depend in large measure upon conditions outside the control of the com-
mittee. It placed a very definite responsibility upon the German Government
by providing that "the German Government and the bank shall undertake to
facilitate in every reasonable way within their power the work of the committee
in making transfers of funds including such steps as will aid in the control of
foreign exchange."

The experts also emphasized in the strongest possible language the dependence
of the stability of the German exchange upon Germany's balance of payments,
and, in the long run, upon the course of German imports and exports. To the
extent that German exports are hindered by obstacles interposed from without,
other countries must bear the responsibility; but upon the German Government
itself must rest the responsibility for actions of its own which tend artificially, by
overstimulating imports and hindering exports, to restrict the possibilities of
transfer.

All these considerations I am endeavoring to point out in good season in the
hope that their importance will commend them to the attention of the Gberman
Government, and that in the interest of the German economy itself, as well as
of the discharge of Germanys international obligations, the German Government
will take prompt and effective measures to meet the situation. Fortunately, as
stated at the outset,. the situation has not yet become critical, and the German
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Government still has it within its power, if it will act in time, to check the dangers
which now threaten and to bring the German economy back again to a sound
condition.

S. PARKER GILBERT,
Agent General for Reparation Payments.

[Extract from hearings ofJanuary I5. 2%2:

The CHAIRMIAN. I have here a letter from Mr. J. R. Swan, of the
Guaranty Co. of New York, dated January 14, 1932, which I ask be
placed in the record at the conclusion of Mr. Swan's testimony:

GuiAA.srn Co. oF NEw YOnK,
New York, January 14, 1982.SENATOR REED SMOOT,

Chairman Finance Committee, United States Senate,
Washington, D. C.

GENTLEMEN: With further reference to the testimony given by me before
your committee on January 7,1932, we find upon more complete examination of our
files that we have an exchange of letters with the Belgian Government whereby
in 1919 we were appointed fiscal agent jointly with Messrs. J. P. Morgan & Co.

This agreement merely provides that we will use our best endeavor to negotiate
loans and credits in the United States for the Belgian Government from time
to time, without commitment on our part and is subject to termination either by
the Belgian Government or ourselves on 30 days' notice.

As we have not performed any service for the Belgian Government under this
agreement since 1926, the exact character of our arrangement with them was
not clearly in my mind at the time of my testimony.

Very truly yours, . R. SWAN, President.

LIST Or PRESENT DIRECTORS OF GtARANTV CO. OF NEW YORK

J. Howard Ardrey, vice president, Guaranty Trust Co., of New York.
Willis H. Booth, vice president, Guaranty Trust Co. of New York.
Merrel P. Callaway, vice president, Guaianty Trust Co. of New York.
Robert F. Loree, vice president, Guaranty Trust Co. of New York.
James L. O'Neill, vice president, Guaraniv Trust Co. of New York.
William C. Potter, president, Guaranty Trust Co. of New York.
Charles H. Sabin, chairman, Guaranty" Trust Co. of New York, and chairman,

Guaranty Co. of New York.
Francis H. Sisson, vice president, Guaranty Trust Co. of New York.
Eugene W. Stetson, vice president, Guaranty Trust Co. of New York.
Alfred Shriver, vice president, Guaranty Co. of New York.
Ralph A. Stephenson, vice president, Guaranty Co. of New York.
Joseph R. Swan, vice president, Guaranty Trust Co. of New York, and presi-

dent, Guaranty Co. of New York.
Burnett Walker, vice president, Guaranty Tr st Co. of New York, and vice

president, Guaranty Co. of N'ew York.

Condensed statement of the Guaranty Trust Co. of .\ ',c York. December 31, 1931

RESOURCES

Cash on hand, in Federal reserve bank, and due from banks
and bankers ---------------------------------------- $257, 806, 418. 75

U. S. Government bonds and certificates ----------------- 274, 349, 207. 44
Public securities ----------------------------------- 34, 596, 044. 44
Stock of the Federal reserve bank ------------------------ 7. 800, 000. 00
Other securities --------------------------------------- 22, 686, 032. 18
Loans and bills purchased ------------------------------ 778, 505, 668. 63
Real estate bonds and mortgages ------------------------- 1, 445, 273. 43
Items in transit with foreign branches -------------------- 8, 358, 702. 88
Credits granted on acceptances -------------------------- 80, 715, 794. 72
Bank buildings --------------------------------------- 14, 554, 843. 29
Accrued interest and accounts receivable ------------------ 7, 222, 066. 19

1,494, 040, 051. 95
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LIABILITIES

Capital --------------------------- $90, 000, 000. 00
Surplus fund ---------------------- 170, 000, 000. 00
Undivided profits -------------------- 24, 959, 038. 49

$284, 959, 038. 49
Accrued interest, miscellaneous accounts payable, reserve

for taxes, etc --------------------------------------- 8, 112, 102. 82
Acceptances ------------------------------------------ 86, 715, 794. 72
Liability as endorser on acceptances and foreign bills ------- 44, 231, 200. 07
Deposits -------------------------- $I, 025, 049, 550. 56
Outstanding checks ------------------ 44, 972, 365. 29

1, 070, 021, 915. 85
1, 494, 040, 051. 95



TABULATION OF FOREIGN ISSUES PUBLICLY OFFERED DURING THE PERIOD 1920-1931, INCLrSivER

Issues managed by Guaranty Co. of New York (1920-1931)
Issue Date offered Anount of Coupon Maturity I asking Sinking fund rCot firingg

iYauerfam payIenfs toIrt dp~nas date i price price

C.ANADA

Province of Alberta ..............................................

Province or British Columbia ...................................
Do .........................................................

Province of Manitoba ...........................................
Province of Nova Scotia ------.---------------------------------
Harbour Cominnub.ioners of Montreal ............................

D'o.....................................................

Montreal Metropolitan Commission .............................
Do ...........................................................

City of Ottawa ...................................................
City of Winnipeg ................................................

Do ...........................................................
Belgo-Canadian Paper Co ........................................
Canadian General Electric Co. (Ltd.) ............................
Canadian Pacific Railway o ....................................

COLOMBIA
Department of Antioquia ........................................

1)O .....................................................

Do ...........................................................

DENMARK
Kiugdom of Denmark ............................................

Do ..........................................................
Danish export credit committee .................................

Danish producers loan fund committe ..........................
Copenhagen Telephone Co .......................................

Do ...........................................................

11T7CU EAST INDIES

(lovermuent of Dutch East Indies ..........................
Do .......................................................

)o ..........................................................
l)o ....................................................
Do .....................................................

Jan. 13,1927
Spt. 20.1921
Jan. 23.1924
Feb. 2,1925
Mar. 28,192M
July 28,1922
July 23,1M0
Nov. 12,1929
May 5, 19 1
Oct. 20.1922
Sept. 30,1920
July 8,192
June 4.1926
June 7 1923
Mar. 20.1922
Mar. 5,1920

July 15,1927
Nov. 25.1927
June 15,1928

July 29,1925
Apr. 5.1928
Jan. 17,1927
Oct. 20,1927,
Oct. 18,19M
Apr. 22,1925
Feb. 14,1929

Jau. 4.1%22
Mar. 15,1922
Apr. 21,1922
Feb. 15,1923
Nov. , 19

$2,525,000
, 100, oo. 00

2, ,000.0 ooo O
4.ODD000.00
1.000.0(00
2,0o,o00

5(%0.000.00
A.,50M 00
2,680,000.00
3, 000. 4#W. 00
2,2M. 000. 00
Z,025. 000. 00
2,500. 000. 00
4.O. 000. 00
.5, 000 .00

12, OM. 000. 00

4,000.000.00
4,000,000.00
4,350 000

30. ott. 10. 00
5, 000. 00
1,100o. .00
3, 00. '00. 00

2, 00. 0M. IN)

4, 0110. 000. 00

7,000, .. 0OD

40, (00,0).00
40, 060, 40 00
201 O0. 100. 00

5, N0000. 00
25,000,O0. 0

Per cert

4y,

65

4Mj

5
5
5

45
4

194Z 1957
1931
1949
1928
1924
1924
1969
1969
195
1942

11121-1910
1946
1946
1943
1942

1957

19571957

1955
1%2

1929-1934
1928-1934
19H-1940

1950
1954

1947
1962
1962
19M3
1953

............... I . . o -- --------
............ $2,100,0008------------- 4 z 00 000. 00

------------------------ ----- 6o

---- ----- 0006,0.00
2. 0000. n00

312,0.0Z0 764,000. 00

7604, 00)

131650).0 240(k).00

'32320(00 28429. 00

1,2 21 , 000. I
3. 215. 500. 01

(4)

(4)
280,000V.00

1,213, 0(M.00
114, 010. of)
600, 0(0. IN)

1.640, 000.0
250,00. 0.

, ow 440. 00

2, 51, 0K. W

4. 74 ), (410. 00

Per cent

94.89
92.19
14.80
99.28
99.337
98. 78

98
9K 91
93.94
9.29
94.121
94.4471
9136

90

97. 27

W5. 94
96.3

92

iust 77
91
9 34

N.;

Per ro
1942-
1957--

94%-

10
10

-96.82

-965.25 1i
95
97 0too
9.0 bo

99.80

104.13

9&.33

9. 17
96.17
97 z

101

93

1102 0

!W, 41
WM

9I36
.4



GERMANY
State of Bremen ------------

D o ---------------------
Do ------------------------------------------------------------

HanE a Steamship Line .................. ...--

HUNGARY

Jan. 16,1925
Sept. 2Z 1925
Nov. 19,1925
Oct. 18. 1929

Hungerian Land Mortgage Institute ----------------------------- June 2,19"26
Do --------------------...----------------------------------- Apr. 17,1928National Hungarian Industrial Mortgage Institute --------------- Nov. 5, 1928

ITALY
MonteCatini ------------------------------------------------------- Jan. 28,1927

JAPAN

Toho Eltcidc Power Co - ..
Do ---- - - -- -- --
Do---------------------------------------------

Tokyo Electric Light Co ..........
Do

NORWAY

K ingdom of N orway ----------------------------------------------
URU'GUAY

C ity o f M o n tev id eo .............................................

T otal .------------------------------------------------

Mar. 9,1925
July 14,1926
June 18,1929
Aug. 4,1925
June 7,19,28

sn0nOw000 (3) 1925
10000,2000. 00 7 1935
5 ,000.000.00 7 1935
5,000,000.00 6 j 1939

3,000,000.00
3,000.000.00
5,000,000.00

10,000, 000. 00

15, o0.000. 00
o, 000 00. 0C

11,450,000.00
24, 000, 000. 00
70,000.000.00

Mar. 7,1928 30,000.000.00

Dec. 8,1926 j_5,171,000.00 6

-------------- 
I540,68, . 001. -

I On increasing scale.
2 Less annual payments for interest On outstanding bonds.

Discount notes.
* Serial maturities.
' Sinking fund begins Nov. 1, 1932.

( 6)

'756 000. 00

2 253, 924. 003 257,66,4. 0
1 143,000.00

21,100,530.00

510,000.00

1200,000.00

5,000,000.00 93.856
---------------- 89

Z 538, 000. 00 90

--- - - -- -- 88

171,000.00 .-.9
129,000.00 953V
524,000.00 89

2.076, 00X 00 90%

2,075,000.00
10,000,000.00

24, MO, 000. 00
3,710,000.00

---)------

1959 I "361,970.00 319. 000. 00

lo4.056, 00o. o

84
95
9234
96.2
85

95.17

89.95

6 Sinking fund begins 1933.
7 Sinking fund begins 1934.

6Rtmafter Ilyear.
* Per year for all outstanding 7's (if bonds below par)."tAvere

94.979
94y&

95y93

95
100

0

900

983496% 0

98%90%4

f9734, to
0

I -------
t Sinking fund begins 1933.
7 Sinking fund begins 1934.

,Retircd aRer 
I year.

t Per yer for all outstanding 
7's (if lmnds ts.low par).

leAvemp



TABULATION OF FOREIGN ISSUES PUBLICLY OPFERED DURING THE PERIOD 1920-1931, INCLUSIVE

Issues managed by Guaranty Co. of New York (1920-1931)

The Syndicate

Issue

CANADA

Province of Alberta .....
Do - -- - - --- - -

Province of British Col.
um bia .................

Do ...................
Province of Manitoba ....
Provinceof Nova Scotia...
Harbour CommJaioners

of M ontreal .............
Do --------- -

Montreal Metropolitan
Commission -----------

Do ...................
City of Ottawa ......
City of Winnipeg .-----

Do---------
Belgo-Canadlan Paper Co.
Canadian General ElectricCo. (Ltd.) --------------
Canadian Pacific Railway

Co......................
COLOMBIA

Department of Antloqula.
Do ...................
Do ...................

D NMARK

Kingdom of Denmark ....Do°...............

Doan-h export credit com-mitte...............
Do................

Original terms I Intermediary group Banking group

N Profit Amount of Num. Profit Amou Num- fit Amount or Num-
d spread profit t pea r~~thr of spearofit Amern of Nm uber- ofeaoft ers pedfroi ber of Profi Amut b er of

d dealers spread profit dealers
-. - _______ -

0. 386

1.8

.70
.5325

.23

.386

.89

.80
473

23

I

.48
.213

161.104

$13,181.15 ........----- - -- .............

8,509.25................................

13,577.85. ---------.....................
1,681.39................................

12,718.9 3 ......................................
SIU..........................

210,768. 80 .............. " ........... ........
10,344.80 ...............................
25,314.17 ...............................
62,%5.32 ............................7,805.96 

----- 
-------

7o,805o.9.................. ..........
14,07.50 ................80,005.00 -- -- -- - - -I-- - -- -- --- - --

50,005 - --- -I.- ---00- -- --I- -- --I -- --

49,333.33 ........
50,00.00 ....................
54,375.00 ................

139,000.00 ................
105,435.00 ...... . .

22,492.12 ........
33,091.99 ... .................

118
228

---- ---- ---- 18
---- ---- ---- 31
---- ---- ---- 39

$132,500.00 491
247,500.00 77

---- --- --- -I--- --3

Selling group

Total
Profit Amount of expenses

spread profit

$i $18,937.50 $2,376.14
1 21,009.00 6,955.00

IN 25,000.00 3,759.93
.1875 7,.%0.00 6,978.52
.0625 625. 0 0
.375 7,50.00 2,003.28

.60 3,000.00..........
, 242, 509.00 46,359.86

.75 20,100.00..........
1.50 45,000.00 4,693.28
,Y-% 10,155.00 5,788.41

1$ 25,31250 1,505.51
43 31, 250.00D 5,870.583% 140,000.00 23,101.12

3% 175,000.00 13,60. 40

2q 300,000.00 11,832.20

3 120,000.00 17,919.63
3 120,000.00 27,583.64
3 130,500.00 18,024. 02

13Y 331,250.00 61,326.23
1% 609,375600 10,29043

....... 7,531.20
1 22, 550.00 10,491.06

Net total
profit

$29,742.51
51,954.25

29,749.32
15,099.33
2,30.39

18.215.65

3,811.90
406,917.94

30,444.60
65,620.89
66,932.91
31, 61L 95
39,451.92

196898.88

211,394.60

378,167.80

151, 413. 70
142,415.36
166,850.98

541,423. 77
972, G 43

14,96.92
45, 15. 9



Danish producer loan
fond omm tee.

Coenbagen elephoneCo.
D o. j- ----

DUTCH EAST JNDIES

government of Dutch
East Indies ...........

Do ..................
Do .............
Do................
Do................

GERMANY

State of Bremen ....Do ..............
Do ..................

Ilanss Steamship Line ...

HUNGARY

lungarlan Land Mort-
gao Institute.

Do .............
National Hungarian In-

dustrial Mortgage In-
stitute .................

ITALY

M ontecatini ---------------

JAPAN

Tobo Electric Power Co.-
Do ...................
Do ..................

Tokyo Electric Light Co..
D o --------------------

NORWAY
Kingdom of Norway .---

URUGUAY
City of Montevideo .....

Total -------------

.73
3-

2V4

1.123

2

3 6

13

132

25

,I 2t,87 0 .
22500. 00.
53, o5. 00 1 ........

292.00.00
300,000.00
W0.000.00
187. ,500. OD
172,500.00

31,881.92
137, 500. 00
8. 375. 00

t00. 00.01

105, 00. ()

5Z 50.00

150 000. 00

-)6z -M. 00 1.------

2,000.00 
150, 000. 00
143,125. 00
222,000.00

1,407,213.54
3-,::

174,000.00 ........ .......

1 321 1

21 _.80 41,36. 00 . [ ------ I--------- 2. I 1
... 5,889,57& 17 518, 750. 00 I......

,50,000.00

75,000.00

5 0, 000.00
5,875.0012,000.00

506,250.00

150,000.00

38,782.50

51 (1) is 28& 00 4,32 114% 83342
is2 I 37,50.0 I 6,400.27 13,8a0.73
842 140,000.00 15,621.83 176,878.17

771
631
714
615
553

1, 200,00. 00
1, 200,000.0002.0, 000. 00

750,000.00
O0,000.00

26 3% 9,250.00
6 1 60,00(t.00

1871 2%

4

1B4
2

11x

105,000.0
8z6W.00

137, M0. 00

250,000.00

600,000.00
150, 0. 00
200,375. 00
300,000.00

1,350,000.00

375,000.00

90,492.50

86,832. 80
105,310.41
83,61492
8,02& 32

'
1

15,29.52

20, 32.12
34,331.48
24,52. 80
77,772.56

52, 431.53
8,340.51

67,720.85

145,460.83

124,374. 10
44,121.42
53,925.65

121,829.90
675,524.26

63.20D. 80

35. 079. 3

1,405,167.20
1,394,89. 59

666,385.08

13,553.17

1,680,907.50-. I. (1 ............. 0,732,181.50 1 2,191,719.49 16,629,697. 69

1. ______ I _______
I' Average. 21 Loss. '

2
Proflt.

135,563.17

I' Average. it Loss. 13 Profit.

848,473.68 r0
877,799.52

10,949.80
421, 918. 52
161,096.20 h
172,227.44 0

157,568 47
126,659.49 W

0

219,779.15

442, 039L 17

00

850,62& 90 a

305,87&.58
375,449.35
52, 17. 10 b'

106,689.28

635,799.20

3,



TABULATION OF FOREIGN ISSUES PUBLICLY OFFERED DURING THE PERIOD 1920-1931, INCLUSIVE

Issues managed by Guaranty Co. of New York (1920-1931)

Guaranty Co. of New York

Issue

CANADA

Province of Alberta ----
Do .................

Province of British Co-
lumbia ...............

Do .-.-- ...
Province of Manitoba...
Province of Nova Scotia.
Harbour Commissioners

of Montreal ...........
Do .................

Montreal Metropolitan
CommLcsion ...........

Do .................
City of Ottawa ..........
City of V innipeg .---

Do --------------
Belgo-Canadian Paper

Co ...................
Canadian General Elec-

tric Co. (Ltd.) .....
Canadian Pacific Rail-

way Co ---------------
COLOMBIA

Department of Anti-oquia ----------. -.-...

DoENM--
D o -- -- -- -- -

DE14MARK

Kine!mof Denmark --

Original terms Intermediate group

Participa- Amount Participa- Amount
tion of profit tion of profit

$1,262,500. O
i, 000, 000.00

900,000.00
1,150,000.00

,333,000.00
950,000.00

100. 000.00
3,7 ,000.00

1,340,000.00
1, 509 000. 00

650.116.15
911,250.00

1,125.000.00

3.200, 0. 00

3, 500,000. 00

3,000, (00.00

1, 80. 000. 0
1, 8000. 00
1, 957,50.00

11.875.000.00
20. 875. 000.00

$5,402.51
14,740.00

Banking group

Participa. Amount
tion of profit

Selling group

Participa. Amount
tion I of profit

$1,077,000.00
1, 065, O.00

2,137.20 ------------------------------ ---- -1,149000.00
,185.67i-------------- ---------------------- 1.908,000.00

.560.47 ------- ----------------------- 1 366,000.0
5,-89.4 !----------- ------------- ----- 1. . 000. 00

162.38 ..............
40,783.54

5,172.40...-.........
1,310..44...........
16,143.6.8.........
2,834.75.............
3,690.86...........

58,571.52...........

-----.--.-- 100,000. 00
940,000.00

837 000. 00
459.000.00

1, 246. 900. 00
------1898,000.00
- - 270.,000

.......... 096. 000.00

35, .00 1-------------- ...-----------I------ -I ............ 3,.250, 0

33,310.82 --- ------- .I.-- - - - - -----I - . .. . . .. 1. 6 5 0 ,A M . o0 0

13,09.54 I - 2,75, 000. 0014.587.36 ---- ---- ------ ------- - -- ---- Z 025, 000.00
14,049.44 --------------------- ----- 2,350%00000

50,280.38
21.724.30 -.... ... - ...$6710 000.00 $25,162.50 Z145.500. 00...... . 7,2,%0.00 47.861.52 5.500,000

.$9,712.09
10,A50.0

18, 225.00
10,480.00

228.75
3,750.00

1,007.96
12, 125.0 0

6, 277. 50
5,041.73
5, 692.75

112,191.21
3,375.00

10,661.83

92735.33

32, 419. 00

74,950.00
55,687.50
69,192.50

30.051.75
66787.50

Gros
profit Discounts

$1.5,114.60 $f.69. 75
2%390.00 7,900.00

20,362.20 14,912.50
12,6,. 67 6,278.75

789.22 217.30
8,839.94 2,322.50

1,170.34 250. 00
52,9O854 4.787.50

11,449.90 71,692.50
15, 352.17 2,047.49
21,83643 5j 152. 50

643.54 ..........
7.65.86 1.326626

69.233. 35 1,662.24

127,735.33 1 275. 00

65,729.82 .......

88,459.54
70,274 86
83,241.94

3,537.50
1, 54.00
2,750.00

Profit

18,415.85
17,490.00

5,449.70
6,3K6.92

571.92
6,517.44

920.34
4&,121.04

"60,242.60
13,304.68
16,683.93

643.54
5.739.60

67,571.11

117,460.33

65,729.82

84,922. 04
68,729.86
80,491.94

105,494.63 1 3,423.50 102,071.13
136,373.32 96.06.49 140,307.83

Num-
ber of

34
42

66
112
12
33

4
118
16
43

182
39
35

394

450

0

C

0

D -
0



Danish export credit
committee -----------

D o .....
Danish producers loan

fund committee .......
Copenhagen Telephone

Co ..................
Do ................

DUTH EAST INrDFS

Government of Dutch
East Indies ..........D)o ------------------Do ................

Do ...............
Do - - - - - - - -110 ............

(;ER$1ANV I

462 000.00
I. 116,000. 00

465,000.00

1.000,000.00
3,500, 0.00

7.100,(00.0)
7,350, 000. 00
3.675.01.0.0)
5.781.250.00
5.318.73.0. 00

State of Bremen .. . ... 000.000.00
Do,................ 4. 0. 0.0 00
Do ................ 21 0. 000. 00

Henqa Steamnship I ie 5. O O1.o. 00
UL'NGA ElY

Hungarian Land Mort I
gage Institute .. 1. 1 000 00

Do ........--- ...... --- .,-- ' .- ,.o
National Hungarian In

dutrial Mortgage In..tjt;.te. ..... .... . .'1. 00

ITALY
Montecatini--............4000

JAPAN

Toho Electric Power Co. 12 500. 000. 00
Do ................ 6,667.000.00
Do ................ 7,633.000.00

Tokyo Electric Light
Co .................. 19.20,.000.00

Do ................ 49.000,000.00
NORWAY

Kindgom of Norway .... 10. 500, O.00
URUGUAY

City of Montevideo ... 4,171,000.00

Total ..... 235,768o 366.15

3.354. ...............

K.556.34..............

I9, 02.43..............

8.330.36..............
19, 909.82..............

43 .G 1 J29..............
50, 7 --- 77.....81, ----- ---- ----
43, 359. 36--............
39. 8490. 1" -

1019. 80o1' 9 ....................... ....,59,25.00':::: ---- -- -2- W0. I X 00
36.20.127 -
W ,977.44 -. 220.(00.C

1,420o 000.6: 14200.00

.- ------ 11, 845,0OWL.00

.... .1.181,.oo.00
........... 0.00

16.430.16

24,150.00

'2, 789, 000. 00
2,201,000.00
1. 1woOo.00
1,518.000.00
1. &S, 0(a).00

15,.35.00

2, 730. 00
17,112.96

56,892.08
66,179.03
13,310.00
47,859.20
66.4817.29

I., :S.000. 00 I42,2812.50
1,146.000.00 31,872. 6R
2, 769, 000. 00 55,680.00

28.223.19 1--- ----- 1. 550.006:00027. WS. 61 - I ....... ................ . . 000. o

100,0 0. 00 - I -----------
3.140. Mt1. I0

I07. ?92.41 1 5,600.000 00
76 , .7 22 . - - 3,23.000 O
$;- 54"4.07.4 .-.. -------------. 3,255, 000 00

08292.08
6432000 $11.548,170.00

12,829 71 ..............-

12,059, 494.61 11,148,170. }'

.......... 3,365.000.00

15,700.00 13.1,vs, 000. 00

56.000. 00
18,735.63
16.275.00

25.875.00
66,656.25

3.005, (,00.0
3,127. 0. 00
3,525,000.00

3,850,000.00
10. 500. 000. O0

.......... .6.551,000.00 117.769.62 6.050.000.00

72.17606 ~60,8418.50o.41o

9.4.5.01 .13.00.00 36.5912.50 -5-8 907294

53,900.00
53,957. 86

91,410.00

78, 950. 00

119275.64
46.190. 00
56,668.75

47.150.00
2M19,700.00

3,354.06 
.i.iZ22,756.34 1

5.832.57

31,060.36
37, 02 78

100,547.37
116,95990
95, 303.76
91,218.56

106,707.913

10,949.80
117,977.66
68,136.95

113,807.44

7.917.38

977.50
1,217.50

1,977.47
4,M3.75

674.99
2,8M.75
6 ,45.55

2,400. dO0
2,041.25

59,577.95

2,123.19 1,552.50
81.626.47 1.885.00

191,410.00 512,026.251

151, 465.66

283,268.05
141,057.85
149,490.62

171,247.08
991,652. 31

74.812.50 143,49 07

2. 715. 16

5.377. 50
5,762.50
4. 780. 00

9,733.76
18,371.25

13,32Z.0

1,755.003

340.100.W4X594.739,400.00 , 8 737.97 4,307,509.32 912. 129.5 3,395,379.47

3.354. 06
19. 589. 78
Z 2084. 81

30.182.88

3M,77& 28

9K,569.90112, 266.05
94,"62. 77
88354. 81

100,242.38

10,949.40
115. 577. 66
66.095.70
54,229.49

80. ,570. 69
79,741.47

1 320,616. 25

148.750.50

277. 90. &5
135,295.35
144.710 82

161,513. 32
973.281.06

132,171.57

157,152.'24

47
128

76

210
197

M
424

23

349259 pgj

0

312 L',

,77
374

308 0
367
436:

663 0

to646

509

445 3

740

.14,890
I

|

( $717 .0 116r5. 000.003

----.------ 1,W97o000.(0 9, 48,5.01 Z136, 000. OD



Issue

ARGENTINA

National Government of Argen-
tine.

GovernmentofArgentine nation.
Do . ..................
Do . ..................
Do ........................
Do ........................
Do ........................
Do ........................

Do .................. .

Record of Guaranty Co. of New York in syndicates managed by others (1920-1951)

Syndicates managed by others

Date offered Amount of issue

Sept. 6,1923 $55. 000,000.00

June 2,1925 45, 000, 000.
Sept. 22,1925 29.700.000.00
Apr. 2Z 1926 21, 000, 000. 00
Sept. 30.4926 16.900, 000. 00
Jan. 14,1927 2, 000 000.00
Apr. 2,1927 21,200,000.00
Apr. 10,1930 50.000,000.00

Sept. 25,1930 50.O 000. 00

Providence of Buenos Aires ..... Dec. 10.1926

Do ........................ i Apr. 29.1927
Do ........................ Feb. 24,1928

City of Buenos Aires ......... Jan. 30.1924
Do ........................ Jan. 11,1928
Do ..................... July 26,1927

City of Cordoba ............. Feb. 16,1927

AUSTRALIA

Commonwealthof Australia .... July 20.1925
Do ........................ Aug. 24,1927
Do ....................... May 8,1928

Stateof New South Wales ...... Feb. 2,1927
Do ........................ Apr. 11.1927

State of Queensland .......... Oct. 8.1921
Do ........................ Feb. 10,19±2

AUSTRIA

Austrian Government .......... June 11, 19P23
Austrian Government interns July 15,1930

tonal loan of 1930.

24,121,000.00

10;613. 500. 00
41.101.000.00
8, 490. 000. 0
3,396,000 C0
3,396.0. 00
4, -69,50.00

75,000.000.00
40.000,000.00
501k O0D OOD. 00
2=, 00,000. 00

12, 00o.0000o
10. 00 ,000. o0

25.ODD.000001
25.000.000.00

Cou-
polrate

Per cent
6

6
6

6
6
5

5

7

7
6
6341
6:
5
7,

.5
5,
4!,

7

7.

1924

1959
1959
1960

1961

1930

1931

1957

1958
1961
1955
1960!
1960
1957

19551
1957
1956
i957

1941
1947

1943
1957

Cost Offering
price price

Per cent i~9
93 ~j
94Y2

96Y

97
99"1

100.24

93Y4'
93
97
96
96Y4

Per cent
99

06

98

99
100

100.36

95
96%
96%4

i

Interest
group

spread

Banking
group

spread

.5i-- --

Original
Manager terms

spread

Kuhn Loeb & Co ........... --------

J. P. Morgan & Co ........ t ..........
----- d o ---------------------- ----------.

----- do ----------------------. -.--............ do ---------------------- ---------
.do-- -- -- - -- - -...do ......... .............

Chatham Phenix Corpora. --.------
tion.

Brown Bros. & Co, -------I ..........
First National Corporation.

Boston.
-_-do .....................----.---- do ----------------------- .: " ' " '
Dillon Read & Co ..............
Blyth, Witter & Co. ............

..... do ............--------- .-..........
White. Weld & Co .......- ..........

$. P. Morgan & Co .......... -......
..... do .................... ....
....do ...................... - -..........

Equitable Trust Co ..................
.... do .................... -..........

National City Co .......... ....do .................... i1

.--do -- - -- -- -- - --
J. P. Morgan & Co - .-------- do .......................

~4 21

.... .... 234

Selling
group
spread

2
2
2
22

3

143Yj

2

wiy 2 VV~z
96 9S

93j 96V
94 96%
96'v 9
93U~ 90 i

MU 90
91 9



DELGHIM
K ingdom of Belg ium m-- ....... Jan. 16.1920

Do ------------------------- June 2,1920
Do ------------------ Ian. 24.1921
Do - Oct. 13,19'21
Do o------------------------ Sept. 2.1924
Do ------------------------ Dee. 1,. 1924
Do -------------------June I. 1925
Do (stabilization loan) Oct. 26.19''6

Solvay & Cie ----------------- Oct. 4.1920
So(.itk Anonyme l'Ogree Feb. 27. ,1927

Maribaye.

BRAZIL

United States of lira~il --------- Oct. 13. 1927
State of Sao Paulo -----------. Mar. 30,1925

Do .......................... Mar. 22. 1926
Do ----------.----------- i July 19.1928

CANADA

Dominion of Canada --------- A Apr. 25,1922.

Canadian National Railways... May 17,1920
Canadian (Canadian Northern, Nov. 6, 1920

Rwy. Co.).
Do ------------------ July 7 191

Canadian National Railways Oct. 15. 1921
(Grand Trunk Railways).

Canadian National itail'ays.. July 28,1914
Canadian National Railways -- do-

(Canadian Northern Rwy.
Co.).

Do ----------------------- Sept. 5,1924
Do ------------------------ Feb. 2. 1925

Canadian National Railways.. Apr. 29.1927
Do ----------------- -- Jun 8I

. 
19xJ

)o -----.-------------- JaITI. 2N. 1930
Do ------------------------ Jan. 21.1931

Canadian National Steamship Feb. 21, 1930
Co.

Canadian Northern Rwy ---- Mar. 23.19210

Do- ..... . -
Grand Trunk Railways

Do .................
National Transcontinental Rail-

way Branch Lines Co.)

.Mar. 7.1922
Ot. I, 1921)
Jan. 14. 1921
Jan. 19. I_2

25,000,000.00,

4.270.000 00!
3900M0.000 00"
50. (M0 000 00
50.000.00000r"o. 000. ooo 0010. €0.000 (10
10.000.00 00,

41, . oo.00.15.000.000. oo

7, :00. 000. 0015. 000, 000. (0

10. 000, 000. 00

15.000.000. O0

2, 000. 000 O0

215.000.00000.
25, 000. 00. 00*25, 00, 000. (o0,

20.000.000.00.
9.37, 000. 00

26,I000. 000.(0
18, 000. 000.00
17, 000, .00'
15. 000. 0lf. 00
140. 000. 0 0

76,0": 000. 00
9.400, 000. 00'

12, 000, 000. 00

I11. 1810. 000. 00
25.44113. (3)0. I02. 40. Wo. (0f
12.000.000.00
3.396.000. 00

71
S

7

(p4

6

4:
414

4/2

S

65.

41-

7

4i.
53l

4J2

1921
1925
1945
1941
1925
1949
1955
1955
1956
1927
1957

1056

1968

1952

1935
1940

194G
1936

1927
192513j9

1954
1930
1935

1"- 142
1970

195

1923
1925
1925
1940
193I
1955

92%
91 4
94
92
960

94
90
94
94.203

96

9593%

I y
93"

93
98.2.5

91.4
99.0%

92.65

96%

9.8. 086
M5t 4=
9. 177

I Lean actually made in guilders.

99
95.%

971~100
95
9487! 21

97

941/

100

95,

4-4.75

90,
997/8
975N

.50-4. 70

98.25
300
96.64
94.50
9 . 62

100
95.40
9!-i

I}J. 1,. mmranl& Co------ ------------
.do.....................1|
-...do .................... 1
------o ----------- ----------
----- do ---------------------- 1

----- 
do ---------------------- 1

-0i-------------------- I ----- ----- do -------------..........
Harris Forbes & Co ... ---- -". I - i
Hope & Co. Amsterdam ---- - . ----------- - .

Dillon, Read & Co --.........---------- ----------
Spoyer & Co -------- ---- . .. ---------- ----------........-d o ----------------------- ..... ---------- ........---

* Chase Securities Corpora- .1
tion.

William A. Read & Co..
Dillon, Read & Co.----.----------
William A. Read & Co ......
Dillon, Read & Co .........

---- do ----------------- -----------
---------10--- ------- ----------

---do --------------...........
.....do -------------- . ... P •- - - - - - - - -

--- do ---------------------- . 201_--do -------------------- Y I-
---do ----------- . . 724----------

.-.- do ------------ -------. . 84 ---------- ----------

.....-do ------------------- - .. 33 i ----------...........

... do .............................
.. .do ----------------------- .095 1 -----------

.---. do ....................... ---
_--do .................. .......-
_--do ...........-- ..------- ................ ----

24
44
2

3
2%

234
3Z.797 00

Lld

2

2U
2%

3 'to

2 0

2 X

2

1-3

i6

----------
----------
----------

I :



Record of Guaranty Co. of New York in syndicates managed by others (19,O-1931)-Continued

Issue

CANAD--continued

Province of Alberta ...........
Province of Ontario ............

Do .......................
City of Montreal .............

Do ........................
DO ........................

City of Toronto ..............
Do ........................
Do ........................
Do ....................

TorontoHarborCommlssoners
Aluminum (Ltd.) ............

Do ........................
Canada Cement Co. (Ltd.) .....
Canadian Pacific Ry. Co .....

Do .......................
Do ........................
Do ........................
Do .......................
Do ........................
Do ..................
Do ....................

Canada Steamship Lines (Ltd.).
Duke Price Power Co. (Ltd.)..
Gatineau Power Co .........
Montreal Light, leat & Pow-

er Co.
Do ........................

Ontario Power Service Corpra-
tio.

CHILE

Republic of Chile .............
D o ........................
Do ........................
Do ........................
Do ........................

Syndicates managed by others

Date offered

Apr. 5,1922
May 6,1929
Jan. 13,1930
Feb. 8.1923
Jan. 9,1924
Jan. 121926
Sept. 30,1921
Apr. 5.1927
Feb. 18,1930
May 14.1930
Feb. 20. 1q30
June 6,124
May 27.1930
Oct. 25,1927
Dec. 20.1921
Oct. 30,1923
Aug. 4.1924
Sept. 17,1926
Nov. 15,1928
June 27.1929
Dec. 17.1929
July 10t, 1931)
Sept. 15,1926
Apr. 29.1926
July 22.1926
Oct. 4,1926

Mar. 4,1930
Aug. 5.1930

Feb. 16,1921
Jan. 24,1928
Sept. 4,1928
Mar. 11.1929
Apr. 23,1930

Amount of issue

$3,000,000.00
35. 000,000. O
30, o*. K). 00
16. (),000. 0.
7. 0(k Iffl00

10.00,000.00
& 8. 1O0. 00
5,590,.000.06
13.396, 00. 00
2, 0t0, 000. 00

20. 000. 000. 0
13.000.000.002D. OOD. MOO. 0020.,000.0
27.000.0(0. 00

510M,000. r
10. ".4 000. Ix
20600010(p.00

5, 0040 0.00
30, 000,000.
39, 000, 000.0025. 000 (. Ot'
18, 00). oNp. (X
37 ooo. O. 0C
25. 00,0 o. or,
30, oo,o000. o

5, 00Q. 000. 0
20, 000, oo.00

24.00DAW0.00
45, 91Z 000. 00
16.o000,00. 00
0OO5,00.0025,OOD000. 00

Cou.
pon
rate

Per cent

5
5

64%
45j-f

5
5

34
84
'4
644
5

4%
6
6
5
5

5h

8
6
6
6
0

Due

1952
1959

1932-197!
1954-19421943 1963

1946
1925-1951
1928-1957
1930-1959
1931-1950

1953
1948

1944
1985

1941
1966
1956
1951

1970
1950

1941
1961
1961
1962
1963

Cost
price

Per cent
100. Z5
99.15
98.669
95
94.143
94. 142

. 179
98.849
97.04

100. 119
98.90597
96
94
74

494%

85%
97%

93
94)491)4
96
97?,-
90

94
9015
90
89)4

Original
'terms

spread

1.50
.225
.63

.395
- 485

.20
.42
.55

Offering
price

Per centf
10

(3K100M
97-9734

296.41
96.25
26j.50

99Y4-10C
p 5

2101.32
9934

100
99.25
99
78
7934

88

101)

914

94%

99
94.22

93)4
94
93)4
9134

Interest
group

spread

...do ................ .........do .................. .--- . 72 . . . . .

$. P. Morgan & Co ....--- - ........
National City Co ............................
.. do ...... ............... i ---------

..... -------............. - -I....... .. .... .. .... I f

Selling
group

spread
.tanager

D!llon, Read & Co ..........
National City Co .........
--.. do ............ ......

iharrisq Forties .........
....do. .. . . . . . . .

National City Co ...........
.d o . . . . . . . . . . . . . . . . . ... ..

...- do .....................
.----.do ....................
.....do .....................

Union Trust of Pittsburgh..
.... .do ....................
Wood, Gundy & Co ......
National City Co ...........

-- .do ..................
.do-

S -. .do...............
Kissel Kiunicit & ('o.
Union Trust of Pittshurgh..
('has.' ,curities ('orpV(XRI, Glunfly & ('o.

Banking
group

spread

--- -- --

-- --- -
-- --- -

II2... - I ......

1i
.625

I-1'

15

2.2
23

3

2)4
2)4
2)4

2



Mortgage Bank of chfle ........ June 28, 19
......... ................ July 30, 12

Do o........................ Dec. 23,1926
-Do ------------------------ May 1,1928

Do ....... ----------------- June 27,1929

COLOMBIA

Agricultural Mortgage Bank.. Oct. 13.1927
Do ----------------- ----- Apr. 23.192

Municipality of Medellln. .-.. June 28,1928

CUBA

Republic of Cuba ............
DO .......-...............

Habana Electric Railway,
Light & Power Co.

CZECHOSLOVAKIA

Czechoslovak Republic-.-..

DENMARK

Kingdom of Denmark ..........
Do .......................

City of Copanhagen ............
DanLh omsolldated municipal

loan.
Jutland Telephone Co ..........
Privatbanken i Kjolenhavn ....

DITLEI EAST INDIES

Dutch East Indies ............
DO ........................

Batavian Petroleum Co ......

ENGLAND

Anglo-American Oil Co. (Ltd.).
Cunard Steamship Co. (Ltd.)..

Do .......................
Debenhams Securities (Ltd.)...
Pinchin-Johnson & Co. (Ltd.)..

Jan. 15.192.3
July 1, 1927
Aug. 21,1925

May 21,1924

Oct. 22,1920
Dec. 19.1921
Apr. 25,1928
Nov. 4,1925

Oct. 23,1925
Oct. 4.1928

Oct. 30,1933
Jan. -. 1923
Jan. 20.1927

Mar. 26,1920
Nov. 9,1925
Nov. 7,1927
Mar. 8,1928
May 28,1929

206 oA 000. 00
20,000,000
10,0000.00
20.000.000.00

5,000.000.00

5,000B,000.005. 0, 000. 00

50.000.000.00
9. 0000 00 
4,124,10. 00

9,250,000.00

25,000,000.00
30,000.000.00
12.000,000.00
7,000.000.00

1 1.000,000.00
* 4, WO, 000. 00

829,100.000.00
S 24,250,000.00
25.0W,000.00

15.000.000.00
7.50. 000.00
2,500000.00

$ 4,307, 50.00
'2,833,000.00

6% 1937
6% 1961
6 1931
6 1961
6 1962

6 I1947
6 1 1948
61 1954

5N4 1953
Sil1928-1937
-- ---)-

23

92
8r/4

90%

96.77
1ot)
235

2

8 1945 96
6 1942 91%
4% 1953 93y,
5 1955 97

5% 1955-1965 .-----
6% 1943 ..........

5 19313-1962 .-----
6 1%63 92%
4M 1942 95

7% 1925 96
5 1927 99%

(7)... . I .50.50

() -.....-...... 37.92
2 Average.
a Loss.
' Preferred.
A Debenture stock.

Kuhn, Loeb & Co..
----- do ....................
..... do .....................

.-- do .......................-. do..................

W. A. Harriman & Co
----- do ------ . -... . . .. .. .. .

Hallgarten & Co ----------...........

99"i 1J.P. Morgan & Co .....
101. in .d ...............
240 1 W.A.Uarriman&Co.

1

94, i
90i
98%

Kidder, Peabody & Co ..............

1%

---

2-----

.48 ..................1.372 -- - --. -----. -
5 1-------- -- -- -- -- - -- ---2

National City Co -----------.......... I ........ I..... ...d o .. . . . . .. . . . . . .. . . . . .
Kuhn. Loeb & Co ........... ...............
Brown Bros. & Co . I ......... .......... .

Uambros Bank (Ltd.) ......
Stockholm Enskilda Bank ...........

98 aoBank (Ltd.) ---. . 4
96% Dillon, head & Co ------ ----- ------- ----k

100 J.P.Morgan & Co ..........
100 Brown Bros. & Co ..........
100 ----- do .....................
5i 50 Goldman, Sachs & Co .....
42. 50 Hallgarten & Co ............

0 Not retailed.7
Shares.

SLen actually made In sterling.
* Loan actually made in kroner.

.5 1 [---------

----------
----------

---------- 3

---------- ----------
---------- ----------



Record of Guaranty Co. of New York in syndicates managed by others (1920-1931)-Continued

Issue

FINLAND

Republic of Finland ..........D o -------------------------
Do ---------------

Finland Residential Mortgage
Bank.

Industrial Mortgage Bank of
Finland.

FRANCE

Government of French Repub-
lic.

Do ........................
D o -------------------------
D o -------------------------

Department of Seine ...........
Est Railroad Co. of France ..
Framerican industrial Develop.

meant Corporation.
French National Mail Steam-

ship Lines.
Nord Railway Co --------------Paris-Lyons-Mlediterranean

Railroad Co.
Citron SocietO Anonyme

Andre.
Society des Acleries & Forges,

Firminy.

Date offered

Mar. 19.1925
Sept. 14,1926
Feb. 15,1929
Sept. 28,1928

July 9,1924

Sept. 9,1920

Mar. 25,1921
Nov. 24,1924
May 7.192s
Jan. M. 1922
Feb. 2,1925
Mar. 13. 1922

Oct. 3.1924

Oct. 7.1924
Sept. 30.1924

May 23.1927,

Jan. 21,1927

GERMANY

German external loan ........... Oct. 24,1929
German Government interna-

tional loan .................. May 12.1930
State of Hamburg-............ Oct. 6.192;
Free State of Prussia ......... Sept. 13. 1926

Do ..................... Oct. 13,1927

Cou-
Amount of issue pon

rate

Per cent
$10. 000.00.900 7

15.000.00o.90 6y
15,000.000.00 5%
10,000,000.00 6

12,000,000.00 7

100.000,000.00 8

100.000,000.00 7!'100.000.000.0 7
,92. 500. 40 5

25. 000. 000. 1, 7
20.000.090.00 -
10.000,000.00 73JI

10,000.000.00 7
15.000.000.00 6"
. 000, 000. 00 7

"!11,7900000 (7)

1 6094 00 (7)

110o, 0, 000. 00 7

98.250. 000. 00 5321
10.000.000. 00 6"
20 000 O0 00j 61' l30. 000.ODD.@ 6

Duo

19561958
1961

1944

1945

1941
1949
2W5
1942
1954
1942

1949

1950
1958

192M

1965
19461951
1952

Syndicates managed by others

Cost Offering Original Interest Banking Selling
p r i c e p r i c e M a n a g e r t e rs r e a d s resa d

spred 
group group

PeceCnt Percent
89

89

89

95

90%
90
35.O 4b63/
8495

86i

85

19.58

10. 19

84"

86
893i
92194].,

94
94912%
94%

95

100

95
9435. 672

99

91

92

90
9li95
96?e

National City Co ..........
.... do .....................
.do .....................
.do .....................

Lee, Iligginson & Co ......

J. P. Morgan & Co .........

.do .....................

.do...............----
Kuhn. Loeb & Co ..........
D illo n . R ea d & ( -. .....
J. P. Morgan & Co .........

Dillon. Read & Co ..........

J. P. Morgan & Co .........
Goldman, Sachs & Co .....

Lazard Freres & Cie ........

Hirschler & Cie ...........

J . P . M o r g a n & C o . . . . . . . .

..--.. do ......................
Kuhn, Loeb & Co ..........
Harris, Forbes & Co ......

-.do ....................

1

I
h

1.90-....

I

----------

----------
----------
----------
----------

4

4
3
3-- -- -
3%

4

3

14

----------

I



City of Berlin --------.........
City of Nuremberg b_ .
Central Bank for Agricuture...

D o-- -- - -- -- -- --
D o-- -- -- -- -- - --
D o o------------- ...........

Consolidated agricultural loan
to provincial and communal
ba n ks-------------

Consolidated municipal loan of
savings banks and clearing
associations ..................

Do .------------D o-- -- -- -- -- -
Genaral Electric Co. of Ger-

m any -------------------------
DO -----------. -.-----------

Berlin City Electric Co. (Inc.).
Do ........................

Berlin Electric Elevated & Un-
derground Railway Co .....

Deutsche Bank ...............'Gesfurel" ...................
Hamburg American Line .....
Hamburg Elevated, Under-

ground & Street Railways----
North German Lloyd, Bremen-

Do ........................
Hugo Stinnes Industries (Inc.)-
Consolidated Hydro Electric

Works or UpperWurttemberg
Westphalia United Electric

Power Corporation ..........

GREECE

Greek Government ..........
Do ........................

HUNGARY

City of Budapest Municipal
Savings Bank Co. (Ltd.).

Hungarian Central Mutual
Credit Institute.

mIRLAND

Irish Free State ................

May 29. tM,

S .11,1927
Sp.14,1927

May 2,1928

June 8.1928

Feb. 23,12M
Aug. 19.1926
May 24,1928

Jan. 26.1925
May 2Z,192
Dec. 11,1926
Feb. 15,1929

Nov. 12,1926
Sept. 14,1927
June 14,1928
Dec. 10,1925

June 6.1928
Nov. 10,1927
Oct. 27, 1928
Nov. 3,1926

Feb. 3,1926

Jan. 23,1928

Dec. 16,1924
Jan. 31.1928

July 12,1929

June 2 1927

Dec. ,127

15.0000000 6 1958
5, 000. 000.0 6 1952

25, 000,0. 00 7 1950
30,000,000. 6 1960
50,000.0 6 1960
30,000,000. o 6 1938

25,000,000.00 6% 1958

15.000,000.00 7 1947
8.000,000.0 7 1947

17, 500,00. 6 1947

10. 000. 000. 00 7 1945
10,000,000 .00 6 1948
2D,00, 000. 00 64 1951
is, oo0, ODD.00 6, 1959

15, 000, 000.00 6% 1956
25,000,00.00 6 1932
5, 000. 00o 00 6 1913
6,5000.00 6% 1928-19

8,000,000.00 5% 1938
, co000.00 6 1947

3 12, 075, 00 (7) --------
12, 500, 000. 00 7 1946

4, O00, 0000 7 1946

2o,000,000. 6 1953

11,000,000.00 7 1964
17.000,000.00 6 1968

82,425,000 734 1974

3, 000, 000. 00 1937

15,000,000.1 5 1960

'Shares
It Flat.
11 Loan aetally made in hancs

40

93%
91
89
924
93K

95

9oh
93%
91h

923j
952%
903h

92
97%j
99

90
90%
61.93=
95%

88%

90%

83

95

954

94

95
94
93
95
95%
95%

97%

944
98
94%

933j
94"i
98
93

94%

99%

wi

10
59-100

92%
94
69
99%

93

9294

88
91

Brown Bros. & Co .... .... .................
EquitabloTrust Co. ofN.Y.
National City Co ----------- -- -. .

.-.... d o -------- -------- -----. -- ----. --. --------

.....d o ----------------------- ..... -- -- -- --- -- --

I

Lee, Hlgginson & Co .................

do Forbes & Co ----- I -

.--- do --------------------- 4 ------

National City Co ...........
_ --. d o ----------------- ...

Dillon, Read & Co ..........
.-- -d -- - - -- - - -- - - -

Speyer & Co ............
Dillon Read & Co .-------
Harris, Forbes & Co ......
Speyer & Co ----------------

Brown Bros. & Co ..........
Kuhn, Loeb & Co ...........
_ .- do ......................
Halsey, Stuart & Co ......

W. A. Harrimsn & Co ....

----------

----------
1
4.568

----------

Speyer & Co ........................

Speyer & Co .........................
...do ..............................

963 Hambros Bank (Ltd.) ....

986 Marshall Field. Glore, Ward ----
& Co.

97 National City Co ...........
u Profit.
" Market
" Loan actually made In marks.

3
2%
2

3
1%
2
2%

2%3
11I-------------- I

2%

------ 1 3%

......... 2%

------ --- 1S

----------

----------

:: -::::::: _: -------- -- ----- I-



Record of Guaranty Co. of New York in eyndicates managed by others (1920-1931)-Continued

Issue

ITALY

Kingdom of Italy ..............
City of -Mlan...........
City of Rome ..................
Banca Commerciale Italians....
"Fiat" ....................
Italian Credit Consortium for

Public Works.
Pirelli Co. of Italy .............

1APAN
Imperial Japanese Government.

Do ---------
City of Tokio -------------------
City of Yokohama. ...........
Industria Bank of Japan .
Great Consolidated Electric

Power Co.
Great Consolidated Electric

Power Co.
Nippon Electric Power Co.
The Oriental Development Co..

Do----------------------
Taiwan Electric Power Co ....
Tokyo Electric Light Co .....
UJigawa Electric Power Co.....

LUXEMBOURG
"Arbed" (United Steel Works).

MEXICO
Mexican Petroleum Co .......

NETHFRLANDS
Kingdom of Netherlands .....
Royal Dutch Co ..............

Date offered

Nov. 20.1925
Apr. 12.1927
.Mar. 29.1927S ept. 20.192M
July -g. I=21

.Mar. 22,1927
Apr. 28,1927

Feb. 15,1924
May 12,1930
Mar. 21.1927
Nov. 23,1926
Aug. 121924
JRly 18.1924

I July 9.1925

Feb 9.1928
Mar. 2. 1923
Oct. 30,1928
June 26, 193
June 7,1928
Apr. 2.1925

Mar. 31,192

Apr. 18,19"21

gr. 29.1924a
r .

21,1930

SCou-
Amount of issue Pot Due

rate

Per cent
$10, 0006000.00 7 1951

30.000%000.001 6 1952-
30. 000. 000.00! 7 1952

o, 000.000.001 7 t 1946
1iO0600.00 7 ; 1937

4,000 .000: 7 1952

50.000000. 00 5m; 965
20.64.000.00j 5h4! 1961
19.7400000 6 1961
2Z.00.000M0 6 1 1927
15.10,.000 00a 7 1944

13,5.000.00; 634! 1950

9.000.000.00, 6M! 1953
19.900 000. 00, 6 1953
19.900:. 0000 51 1958
2Z, 8Wo, 00. 53 1971

' 21.870,000.00 6 1953
14.000.000.00 7 194.5

to. 00o.0o 00 7 19151

10. 000. 000. 00 8 1936

40.000.000.001 6 195440,e00 00. 194.5 ,

13a:t11ctes managed by others

Cost Offering Oiiap price Manager termsI spread

Per cent Per cent
91 9414 J. P. .Morgan & Co.............
88% -92 Dillon, Read & Co ---------- 188 91 J. P. Morgan & Co .......... -......
69. 75 72. Field, Glore & Co ..............
89 93 J.P. Morgan & Co.... I96 9 - do .................... ----------
96.8 ..-- d o ----------------------- ........

8811187
8790

973,86

I 82

8848834
187
I91

843

86%4

933

9534
86%4

....-do ......................

---

do ......................

..... 

do ......................
----- do ......................

National City Co ..........Dillon, Read & Co ----------

86 ....do ............

94 Harris, Forbes & Co ........ 3% - -.......
92 National City Co,.................... ..

..do . ................... ..........
933 J. P. Morgan & Co ........90 Lazard Bros. & Co ------ - .
91 Lee Higginson & Co ........ ..

92%4 Kuhn, Lob & Co.......... 2

983 Blair & Co ................ 1

9 Kuhn. Loeb & (,o .
89Y Dillon, Read & Co. ..

Interest Banking i Selling
group group 1 group

spread spread Ispread

--- ---- - - - -

3

22.25

2%

---------- 
2

1 3

2

II 34 21
49

1 3

1 20
4 2

%3 2%

4 3
%, 2

W-'

---------- ------------------------------

i



NOI WAV

Kingdom of Norway ..........
Do.-----------
Do .................... .
D)o ------------- .-- ...
D o ............... .. .......

City of Bergen --------- ........
City of Christiania ............

PANAMA

Republic of Panama ........

PKKU

. Sept. 2. 1920
Oct. 16.1922
Aug. 15. I923
Aug. 5.1324

. June o192,5
- Nov. 12, IM.
. Oct. 15,1920

Oct. 1,1924

May Z5.1921

20.130,.00
18.ODD. W0,01
20. 000. 000. 00
25. 00.0 00.0
30. 000. O00

4. 000. 000. 00
5 000,000. 00

4.500.000.00

tepublic of Pern-... .. .. July 9.1922 2 500. 000. 00 3 19 2 
1)o ...............-... Nov. 8.1925 7.500.000. 001 7% 1940 90
)o -----------.. .- ------ June 3.1926 2.000000.00, 8 1944 96
o ................. Aug. 20. IWX 16,0(R.000.00; 73 1956 93

Do.................. ee. 16.1927 15.000, 000. 00 .4) .......
Do ................... Dec. 21.1927 5.o 000 .00! 6 160 86
1)0 ............: .......... Oct. 24.19 IV8 25.'000.000.00 6 3963

8 9.720. 000.0"') 1 i
POLAND' I

|letmblie of P01111111 -;talbiliza- Oct. 19,1927 47.000.000.00 7 1947 86
t ion loan.

Swedbh governmentt ...... Oct. 27.39"24 30. 000,000. (11 5 195- 4 98.62 -
Kreuger& Toll Co--- - ept. 20.1928 14.00.00000 W ).... 27.0144

o ------------------ Mar. 7. 1929 26..W0.000.001 5 1959 943
Do --------....... ..... Oct. 23.1929 28.000.000 00! ) .... 1528
Do ------------------------ (let. 23.4929 "0.4 .0013 (7) --- "2.54

SWIIZERLANT

Government #bf S%. itzers'nd .... July 7.1920 25. 000. 000.00 X4 1940 94
City of Berne ---------- ---- cee. .1920 6.1}00. 000.0 ( 8 1945 96?

CRGUUAT

Republic of Uruguay ........... Apr. 21,1926 30. 000.00. 00 1) 1960 1 %3"i
Do ------------------------ May 9.1930 17,581.000.00! 6 1964 95i

Colon Oil Co ---------------- June 28.1928 30.000'000.00 6 1938 97

Total ................. ........ 4.981.546,260.00'- ..................

7
Shares. I Loa~etally made in sterling. "Loan actually ma

100
t00

9042

98
99
98

97%

I0O
97%
98

100

91~

92

199 ; National City (o .......... . .105
2. 14 Lee Iligginson & Co ......... 28563
98 ... do ..................... I

(33) _.do ...................... 1- I. 05
T3 ...... (10 ---------. -.---........ 1%46

I3 . do ...... ...... . .........

99 S7wyer & Co ...........................

911 Hallgarten & Co ----.......- ..........
98 ..... d o -----------------------. ..........

30 Lee Higginon & Co ....... ----------

ide in marks. - Banking credit.

N.aional City Co . ........ ,1
. .o ..... ... ................. .10 ... . ....... .......... .. .do -------------------- 1

Blair &d Co-------- ------Blr & Co ............. i.....
Lee Higginson & Co- ----
Kuhn, Loeb & Co ......... ----------

---.-do ................... ----------

W. A. Harriman & Co ......

Itlytli, Witter& ' .AL . 2
-. o ...................... 2

. ................... 2
-o0 ............. ... 3

J. & WV. Seignian & (Co-..
... -. ........... 1

e ................

Bankers Trust C'o ... ....... 24 "

---------- 
I ..

It Per share.

.........

-- --- - ..........

.......... ... .. ..

.. ..... ....

.I

.... . .I-. . . .

4

22

3
4
2

0 7

3
--- -- --

-0--- -

3 0

2 0
.70 to

2 w0

2

3
2

3



Record of Guaranty Co. of New YorkLin syndicates managed by others (19 0-19831)--Continued

Issue Original terms Intermediate group

Partlelpa- Amount Participa- Amount
tion of profit tion of profit

National Government of Ar- - . -------------
gentine. I

.Overl.ent.of.Argentinena.- ...... ..........
tion.

Do -----------------------
D o-- - -- - -- -- --

Do-- - -- - --- -
Do .. ..... .... - ......................
Do ..................."---- ------- -------""-"" -- -,-"-- ------- ""--......... --......-- -- -' ------- ---:- -- ---- :-------............-
D o -----------------------

Province of Buenos Aires.Do............ ....

Do ..................
City o B unos Aire..

Do...............

City of Cordoba........

AUSThAJA

ComMOnwadtb ot Australia..
. ................

DO ......... ........
lat. of Qoulad.. W ...

Do................

AUN IA

......., ....

$1,OD. 0 $, a7,l. 310,51. 23

Auq<fHan Covernment. 8W 000. 01 4,01. 00Austrian Govenment Inter- I 1national loan t 1 0-..... 1, 12,. 00D. 1 9, 000. tI 000,000.00 $7,000.00

Interest of Guaranty Co. of New York

Banking group Selling group Kum-

. G.ro proftt Dis- profit bet of
Partcipat Amount Participa- counts retail

tion of profit tion i of profit sales

................... M 000. $1,84& $1, 84&0 334 00i $1,5W00 .....-----....--- ........ 1,, . .00 0 .0931 5i  30,.32:o 2"m® 00 2,61 o 2

---------- ------ w 00 ; 9:140. W', 9.140 ft 28Q 001 8.860 45-------- ------ 5. 0M00. 8.,537.901 8, 537.)0 1&100 7,2 55............. ----------- .500. 00000 ' 9. i. 00 9.,010 00 900. 00 1 8 .0. 1 13
S1, 000. 0000 19.2K 00' 9200~15&5 7712 6

-60000. 09.t. 87KO , .11. SM 007.. 005.00! 1%087. 93$3, 000. 000.0OD0 16-0 5.0.0000 10.293.75 10,. 50'----------- 10,834 25--------- --- 4.5W. 011E0 62,500 62.%.001oo---------- 62, O ----
000, ODD. 02,50. 000oo o.00 62,235.111 105,0011 5,877.0 100 1.61 312

3, 00 37a00 3.a .00 22,5M00; 26.25M0.0 a~0.0 18,645.1 4100,oo, 7000.0 is, OK0 3. OM 000010 75;, 0 011. 00 3,7(k00 8o,300e.00 4- -O. 00 1, 711. 15,711. 35 403. 7 15,307.00 110
----- 1 ------- --- - - ,.L, (11111 t 77.~ " 40 !  , &4 ' 00 . .. ---------- 74-1.0, ....... ou 3750.0 15.(11 :. on4(Jul 3, rg & 0, 137.50 , ,. M7 .0 4

2. ]00,01 1(,M"I OR(NJ 1,61.1111 0 . 4,4I 2,441.). .4,34.25 44,1)14.7f t.13(,M000. (0, 13, 1,, () 2,(11, I 11,1 Z, ,",, 741) IN) 4 2IW, I2,00.7A, 734, 26 1,3
(7,UMW 1,3 25 31141,. (KN I , 64182 ill 7:2144,.78 1 11 d~. 3M, 47a1 3...............' ............ 411. 111, IN, 7, nu,(All 7,10.(M00 4M&5.W 6,fI5.00 . i m

W ,111.1, M .7 10.11 14,6311.3h! 125 0 10,411,310 1:37MOM , . 4: 76 4 1.111. 107 ,. W 448. 1,431. Z! 61

.............. i ............ 780, o~o. 00 2,440 J 20,46. 001 2.7 9. 23,167.001 404
-.----------.. ----------. 850, 0(0. 00! 4,m 7 , 00 31,775.001 8,355. 23,420. 00i 1t

-----------------------
---------------------
----------------------
-- -------------- -----
------------- --------
............. . ........
............. ..........



K i o of B elgium 40,681.25 -------------- .--- ........- .......- ...........- 421 000.00! 27,5101.9Do --------------- 25 .09000. 24Z0,&7j 7. 750,00. 00 77. 09.00 -------------- W...... S . 090 6,04
------ 100000000,53,0M 4

Do . J,00 0 0.00 1 0,00.0014 6W 000 00. 4 ,00 0 . ............. .. . . 415.000 00 28,853.17
D o--------- 35IAOK0.00

1  
16.429 8787 i, rdA 00.oo0 22,137.W6

D o 15,00000.0 172,--0 310,100 350.00 2, 580, 00. 00 49.129.56
Do 5, 000, 00.0 250,b9333! .............-......... 7,5 0,00.00 37,500.00t 3,615,000.00 97,049.7,5
Do o.................... 25,00 0.00: 250,00.0 0 ..... . 00... ----------- 9.00,00 00 48,00.00! 3,605,00.00 86,899.00
Do (stabilizaton loan).. 25, 000, 00. 00 248.801.37 80. 37........---........ 9,80D,oITKa.00 49,000.00 3. 50.000.0 8K,731.40

Solvay & CIe ......... .- 2, 000,O000 30,0 0. 00 .. .......- . 6., 0 w000.00 2,275.93 1,00o00.00 19,3300
Sooit Anonyme D'Ougree

Alwiisy , -- --- --- ---- -- ---- --- --- ---- --- ------- --- ---- --- ---- -- --- --- --- -12---000.0020 1,269..2 9.8
BRA7IL

Unite y s .tatesof rail 1 ....... ... ,o,. , 180,000.001 3,120

Statefo Paulo . .8............... ........ ....................... 00 14,760.

Dominion of Canatda ' ......... 50,00,0 32. t., 00 4,xAi, 001x) 35o94o1w.. ... 2,1W7, . 09 12,217,11

CDO 2t.............. 000,00 .00..... . . 1, 0.00 A62.8

Canadian National Railways ...... ... 480
(Grand Trunk Railways)..j 2.000,000.00 10. 000.00 60,000.001 8,461.14

Canadian National Hallways. 3.275, 00. 0) 7,489.51. 2,50. .00.0 8,789.41
Canadian National Railways

(Canadian Northern Hwy. 1 1
Co.) -------------------- 1, 535 156.25 7,338.83-------------- ---------- -------------- 741, 000.00 5,488.00

Do --------------------i 3, 0(0. 00. 00 14,440.00 750,000.00 10,-821.
Do - ------------------ 3,420,00.0 10,224.13------------- ------------------------ 1403,000.0 17,72.5

CanadianSational Railwas., 2,456,250.00 %,04..6-- 1.2 UK100:0.0 7,706.2
Do ...................... j 6.M .622.501 41.230 8,000.00 1,951.25
Do ----------------------- 2,250 000. 001 9.789.81 . I 21k 00, W9 17,517.
Do ---------------------- 8,70,00. 0 47,69.6 - 88,000.00, 10,000.

Canadian National Steam- 8 7 1
ship Co ---------------- I 1.175, 00 0 0  6,810.71 ---------------------- .---------- 1.,175, 000.00 5, 875. 0

Canadian .Northern Rwy .---------------- ------- ---------- --------------- - 20), 00.0 4,295.4Do --------------------- . 85..3-..- ....... _---.--._----- 5 0,000 1 00 2,5. 4
Grand Trunk Railways -. 01 25.000.00 - 500,000. 00: Z69351

Do ----------------- 1 100,0000 0 6,96Z±38-------- --------------------- 250,000.00 4, 228. 3
'National Transcontinental III

(Railway Branch LinesfII £ s0oow 4910 50,000 8301
Co.) ------------------------------------------------- I---------- 5 0.01 4910 M 00' 30

67,786.84 .......
373,175.53--.-----
225,353.17 .........
38,567.37 7,518.17

221,979 566 5,587.60
385,443. 08! 10,484.74
3 89P. 01 6,63M. 75
384, 532.771 4,74. 00
61,605.9& .......

1,20 983! .........

3,675.0.
21,00.74 42ii

825.00 70.00
98000 11.76:

kh ,f1i. 01 6. 741. W
4,401."87 ; . .....

41,10±5.'.29,405.01 .........

1 461.14 511.590
16,278.9'8 4,52.49

S 12,0826.1 I,647.30
2, 27.98 7,3180'
2. 496.631 3. 58. 75

10, 690.85! 4,801.91
51,987. 68 1,417.5o
27, 307.31 10,840.00
67,092.67 2, 387. 50

12,685.71. 2, M. 0
4,295.48 Go. 16
3,35. 3' 1,510.13

37,693.5.! --------
11,190.72 ..........

13,301.09 1,95Z±50!
4

67,78Z84
373, 176, 53
225,353.17
31,049.20

210,39. 06
374, 95 34
378,265.25
37, 87. 77

61,605.93

443
082
545
765

1
,269

.83
-------

3,675. 0! 3
20,619.49; 170

9,711.25'

74,0 50.
4,401.87.

481,162.51,.
2M, 46&.01 111

17,929.64 117
11,720.49 41

11,179.5 22
17,952.98 12
23.817.88 15

.N88& u4 122
5%1570.18 126
16,467.31 160
65,305.17 67

9, 85. 11 89
3,656.32 .......
1,842.,

37, 693.51 .
11,190. 72

11,348.59 52

5

O
0
j

0



Record of Guaranty Co. of New York in syndicates managed by others (1920-1931)-Continued

Inter st of Guaranty Co. of New York

Issue Original terms Intermediate group Banking group Selling group

Participa- Amount Participa- Amount Participa- Amount Participa- Amount
lion of profit tion of profit tioni of profit tion of profit

CANADA--continued
Province of Alberta --------- $300,000. $,779.01 ----------- ------------------------- $1.26000.0 $15,812.5
Province of Ontario -------- 5.000.00. 31.6195 ----- ---------- ---- ------------------- 4.000. 00 15,515.0

Do ---------------------- 5. 000, 000. 0 27.578.94 ------------- ------------ ------------ 3.622.000.00 19.377.23
City of MontreaL ----------- 200 000. 00 18,73.7 ----------- -------------- ------------ 1, 69. 000.00 2,6 4, 13

Do --------------------- 1. 214. Of00 4,729.29 ----------- --------------------------. 000.00 21,562,50
Do ---------------------- 1.400.000.00 5,001.99 ------------ -------------------------- 814, 03. 00 6.082.2

City of Toronto ----------- 1 33.000. 32,737.61 ------------ --------------- ----------- 000. 0 3,846.54
DO ---------------------- 2 9 33.00 373.93 ------------- ------------.------------ ,000.0 1,072.
Do ---------------------- 795 71. 4,262. ------------- 8--- - ------- 38000.0( 6,675.
Do ----------------- -. 1. 913.000.00 7,739.00 -.- ""- ---------- .------------ 1,895,000.0( 9323.1

Toronto Harbor Commis-- - - - - - - - .. - .90 , 6loners -------------------- 28500.00 1,571. -- ------------............................
Aluminum (Ltd.) ---------- 2,833,000.00 28,330o ............. -$Z Mo01. "000.00 $8,387.55 1,1%,00.00 17,400.00

DO ---------------------- 1,850.000 06 18,037.50 ............. 805,000. 00 21,149.0Q
Canada Cement Co. (Ltd.).. 1000.000 20.000 .. -- "" .00. .11,010.-39 500.000.00 8,932.
Canadian Pacific By. Co .. 4,250000. 0 37.078 20 5.405.000.00 b7,228.7Do ....................... ,5o.ooo.o( 6,521.30 ........ ....:: ------ ------- ...........-------- 600o. o AW .250.00

Do ....................... 700.000.00 S, 5W. 00 ................. . 12.000. .5.250.52 750.000.00 7,500.Do 7...................... 7.200. ODD. 31, 50. 00 ....................... 4.430.000.00 i;. 336. 22 300,000.00 34,500.
Do ....................... 1,8W.,000. 00 9000.00 ............ .......... 31 . 000. 00 1. 9110. 0 725.000. 8,24K 12
Do ....................... 9,840.000.00 49,200.00 ....................... 5,070,000.00 23.192.62 2,375.000.00 24.102.75
Do ...................... 3. 0, 0. 00 400 469.6, ............. .7--------------------4.945.000A. 7,682. 20
Do ................... 7.100.0 .00 35,5.00 ............. .. .. 3,740.000. 27.03,9 2.W,000.00 3,896.

Canada Steamship Lines
(Ltd) ..........................................- -100.000.0 1, 000 100,000.06 2,..0

Duke Price PwerCo. (Ltd.). 4,"000,000. 800 0 ------- -----.---- -- 3,700,000.00 35.76,. 270-0.00 67..
G atineau P ow r C o .......... .............. 0............ ....... ..... ..... 3,70o,001,01 7.50
Montreal Light, Hteat & ........................

Power Co .................. .............. ............ .. 40............ ........ 9 0. O0. 00 5,000.00 40o.000. 9012.4aDo ....................... ............. .......................... . .......... 150,00.00 1.875.00
Ontario Power Service Cor .75 1WD000 1.3,8715. 8000 8,8 6 %0---- .--

parlaion ---------------. .0.-35741$,8,00 8250 S0... = '). A 1 1.2750. .00 28tI.100
CHILE

Republic of Chile----------4,644,000.00 47870.34 --------- ----------------------------- 698,000.00 23,507. 59Do ----------------- J.----------------.---.----- ------- ---------- 1. 00. 000. 0i 97 8,0 .D00 15,937.50

(. ross profit Dis-
counts

$19, 591. 51 15, 812.50
47,134.55 10, 137.59
4, 958. 17 7.317.
21,382.90 ------.
21,291.79 11,202.50
11,084.19 3.170.0
36,584.15 .......

99.42 1,177.50
10, 937.84 2, 503.40
17,002.61 4, 605.25

1,571.00 --- ----
54,117.55 18,82650
39.18-.-55 ---------
39,942. 89 525.00
124,307.07 9,976.01
14,771.30 2, 734.87
21,250.52 1.814.37
2,336. 22 6.319.30

19.216.12 2, 644. on
95.495.37 4,547.50

113,1-52.17 10.244.2M
90, 350.44 9,917.50

3.829. 2,000.06
!3,253. 0 3,720.00

1,057.50 92.50

14,012.40 565. 00
1,875. 1 217.50

78,474.19 1,486.2

71,377.93 .
23,869.47 . 0

Num-
Profit her of

retail
sales

$3,779.01 35
36,996.9C 92
39,38.67 99
21,382.90 123
15,089.29 28
7,914.19 27

36. 584.15 44
$179. 52

8,434.44 58
12,45&6.36 82

1,571.00 1
55.291.05 95

,111.186 55 Usi
39,417.891 77

114,331.06 208
1Z 03(. 4i 48
19,438.15 31
76,016. 82
16,.572.12 41
91.947. 87 180

102.907.97 344
87,431.94 192

1,829. 5(6)(5)
179. SU3. 459

916.M 17

13,447.401 7
1,657. 14

7F4W7.1 307

71,377.93 ....
2. 341.1 291



Do ......................

D o ......................
Mortgage Bank of Chile-.-

D o -----------------------
Do o---------- ...........
D o .......... . . . . . . . . . . . . .
Do ......................

COLOMBIA

1,600, 0o0.00 14,000.0C
1, 0O0, 0O0. 001 8,750.(
2,500,00. Oj 22,625. 0
9,000,000.001 98,644.0
8,248,500.00 113,839.14
4,50, 000. 00 70,820.11
6, 0O0, 0O0. 00 93, 110. 5
6, 0O0, 0O0. 00 11,258. 5

Agricultural M ortgage Bank ..............
Do -----------------------------

Municipality of Medellin .............

CUBA

Republic of Cuba ............
D o -----------------------

Habana Electric Railway,
Light & Power Co.

CZECHOSLOVAKIA

Czechoslovak Republic.-_

DENMARK

Kingdom of Denmark ......
Do .....................

City of Copenhagen .---------
Danish consolidated munici-

pal loan ...................
Jutland Telephone Co .....
Privatbanken i Kjobenhavn.

DUTCH EAST INDIES

Dutch East Indies ...........
Do ----------------------

Batavian Petroleum Co.--

1,080,000.0(
1, 55,872. 0(

bM, 550. 0 5,796.35,
250,00.001 1,653.611

1.509,0000.0 12,904.93
3,621.0 00.0 2S,996. 56

103. 30. 001 375.00
10, I.B :75.00
5W.,0OO.00 2,500.0]

28,800.001 -- ----- -- ----I- ---I- --1 -- "---- --
38,351.691J -- -- - -I - -- - - - -- -- --- - --- -

250.000. OC

1,165,000. 00 19,745.00 39,541.35
400,00.00 6,940.00 17,34. 61

1, 500, 000. 00 28,500,00 64,029.93
1, 60D, 00. 00 27.527.50 155,168.12
3, 00,0 .00 66.937.50 180.77.64
1, 028,0O0. 0 10,220.00 81,040.35
3,000,000.00 59.860.00 152,970.55
1,250,000.00 28.005. 00 39,293.59

115,000.00 2,300. 2,675.00
100,000.00 1.625.00 2,000.00
500,00.00 11,887.50 14,387.50

1,517,800. 00 5.113.501 33,913.50
350,000.00 2,625. 01 4,389.00

----. --------.--. ---------.1 38,354. 69

2,5,0.501 ------------I.---------

1, 000, 000. ix
1, 000, 000. 00

100,000.00
-1 dt w er

-I ------- ----- X3. 0 Ib . - ---- -- -- --....- -- -- -I ---- --. -----, " I.. . . . .. . . . . . . . . . . . . .-- --- ----- --------- --- -, I --- --- -- - : ... ---- ---- - ---. . : i . . . . . .. . . . . . .

5.832,0 0.00 44,850.00 .......................
4,860.000.001 38,23. 001- ----------

--- --- --...... ............ ...I ......... .........

Anglo-American Oil Co.
kLtd.) --------------------- 3, 00, O0. (

Cunard Steamship Co. (Ltd.) ............
Do ........................

Debenhams Securities (Ltd.). 150,000.0(
Pinchin-Johnson & Co.

(Ltd.) --------------------- 991, 652.C0

See footnotes at end of table

30,000.0(

1, 50.6C
S83,059.61

...i: Ii' .. ;if------ ---- ------- ----!i~

38, 772.84
24, 335. 54
1,250.00

750,0O0. 00 7,40. 00

750,000.00 13,758.00
350,000.00] 1,750.00
100.000.00~ 250.0-- -- -- --- .-- -- -- -

.............. ............--

1,303.25
338.75

11,896.25
3,994.87
3,983.75
1,819.50
3. 2 50
9,898.65

217.50
97.50

612.00

1,837.00
556.09

2,55050-

38,772.84
24,335.54

1,250.00

373.00
,221.59

1,334.00

592.49

5,625.00

50.00

44,850.00 ------
3,25.00.--------
8,806. 25 25,627. 00

1,75.00 00
50.00 ---------

383,059.68---

38,238. 0 211
17,004.8 110
52,133.68 134

151,173.25 272
176,792.89 710
79,22D.65 164

149,338. 05 477
29,394.94 240

S 2,457. 28
1,902.50 32

13,775.50 120

32,076.50 138
3. & 91 52

38,354.69 (6)

3,550. (6)

0

V

p..

ti

0

0

N

14

0
W

1.4

0

38,77284
23,743.05
* 4,37.00

325.00
2,221.59
1, 334. 00

44,850.00
38,025.00

'16,820.75

---- i

(6)

7

43,758. ----
950.00132
250. 0011

1,500. (6)

'83059.68& 0)



Record of Guaranty Co. of New York in syndicates managed by other (l 9 eO-1931)-Continued P_

- - Interest of Guaranty Co. of New York

I Original terms i Intermediate group Banking group Selling group j NGross profit Dis* Profit ber of
l'articipa- Amount Participa- Amount Parlicipa. Amonint Participa. Amount counts retailtion of profit tion of profit tion of profit tion of profit salesilep u b lic or F in la n d . $I 322,t 0 00 $ 1, s .3 2 ' _. . . . . . . . . . .

ODo- .F --------- $1,587,480.00 13, 096 71.. .. .......... I $1.474.875.00 $9.195. 09 $1, 125,000.00 $33,6W.00, $61,736.41,$14,54&25 $47,190.1 168
Do . . . ----- 1---------------------- ,800000. 00, 13,487.41 1.410,000.00 34,150.00 60,734.12 i 2,052.50 58681.62 293

Finlad eienf" ' ,1 ,,.e 13,70. I& "' '--'-:, 1, ,37Z500.uof 10,437.68 1,293.00000 24 ,243.5 48,511.61 1,64250 46.809.11 228gage Bank B nZ of 1,150,92.00 2,877.31 -........ 1,144. 67. 00: 4,92. 58 1,500,000.00 24,940L75 32,110.0' 771.251 31,339.39 403

Industrial MIortg8ge _Bank"i IoIf".......
Finland .................. 3,175,00000 28,710.45 ------------------------ 536,00. 00, 25,365.00 Z007,000.00 6,,526.44, 121,601.89 19,975. 101,626.89 239Government of French Re. 

0
Do ... " :-....... ,...................................... ..........8 0, o 00, wo .o o oo 3,500,00 !0.7.0 8,010------8,710oDo 

700000000------- -.
0 

- - -112, -79.-38 
147,279.38 ......... 147,279.38 754Do --------------- ---------------- ------------- 6, 00000.00' 60.00000 4,000D,0WO.00 95,6592.9 155,59290. .,124.63 150,468.271 1,628 W0

Doep ----e --of--ein -- - -- --- ---- - - -- - - - - - ---- - - ---- 33,8 79 : 318 7 5 4 2IZ 0 . 7 4
st Ralradoofn 1 000,00000-- ... 1 

'-- 1,857.95

Derarent oineria ---- 
00 

0050 0000 
400.000. 00 13,622.47 18.6M471 462.50 18,159.9i 150 0

Estaroa dCoofFran ce I------- ............. ------------- ....... ....... i......[ 5000. .0 150,000.00 3,71271 6,212.71 132.50 126.345.21 42

velopm ent Corporation . 00, 00 0. W ,O OD 0 00;0 ...... . . . . .......... -- -- -- W 0 .0i6 9 5 0 : 2 .9 3 0 ,M . 2 ,1 0

French N1atlonal .fail Steam1-0 
0 1-975suelopmenq --r---a-b- -- 00---0I------- ----- " 000. 00 10142 000 

00t (Y
hip ainwa C ........

00 
4,677,500.0M0 

, 66. 
. . . . . . . ,o 9..409. 5,310.OO 2,

386 18 000 
402 70844 527, 045..426 737 C

P Jr is _- Ly o4s -6 70 e d ite r r a n e a nI, --"-.. . .. I ------,. .. . .. . .. . .. . . 1 , O, 0 .0 0 0 . 55 3 7 . 1 2 , 1 1 2 WCo............300000000.1.667651' 

1......

al'rlo Cyo .. ----------- 3. .
1, 0 0 0,0003.0 59407403 77 

''53,1 
5 . 1 (i) 7 51231~oa 

on. 2 ,, ,l-,.- -
1"

Citroen S~ WAnonymne I ,9387,4. 32Andre ----------... 293.............37000 133,124.52 ------
4-5,00000 3--4,45.00 971 . 52 --7-9.-- I,01.71 43)

Sociee4ds A ies&it Fo-rg-e-s, _'IIi

German externalloan 25,400-- ,740.81 .- 
24,740.8 208197.0 1,30 8

5i000 27,500.00......... - 5,00 000.00 6 M. '0 ,9. . . 4,781. 7
German Gove nment inter-' 

' 0 1,4.020534 760101l
8

national loan...-- 4,421,25000 35,370. 00 ------------- 5, 000. OOO CO 25, 00000 4,0000000 450.0 14,W0 6,759.99 138. 0e11o0 631;lio~Slbr ..
4,450.. 0 14000 -;

F eState of mb rg ---- ------ I----- ------------- 150,00000 3,000.001 3.010 17250 2,827.50 71
Fre tao f 

Ira 
............. ............ ............. 100,00000 Z,250001 Z,2500 117050, 2,132.50. 52

Ciyo Ber--i----- ----
1 

------------------ _ ------------ 375,000D.00 6,911.25! 6,91125 4,729 75' 2181.50 67
City of BerI 

- - - -- 10 0 375 00; 125,00.00 1.52.50 J ,9 37. 1,937.50

city.ofNuremberg----------1000000 
505.0........................0 .......... 100.7000.500 50000 100. 1 2 00 4 M001. ........ 2,75000-.-



Central Bank for Agricultae -............. r.............1.---------- 250, O N0 1 .80 175.000 001 5.01.25
Do ---------------------- -------------------------- --------------------- l 500.,00. 1.447.451 500.000 00! 7u 8ua 75
D o -----------------------. ------------- ------------ ------------- -- _ 1, 000. a 00: 4. 8 . 800 0 0 00 12,970L 00
Do ----------------------- .--- .--------- ..---- ... - ............. -1 500,0 100' 2,99.91V 400,00000 5,618.88,

Consolidated loan to provin-
clal and communal banks ..........---------- ---------- 000010. 1,87.00 5W0, 000000 I0, 00 O0

i,- Consolidated muniipal loan
of savings banks and clear-
Ing associations tions.... 2,000.000.00 27,008. - . .--- ................ ,1,30,OW 00 36,718.75

Do ....................... 1. 06. 0(. 00 12,08 5.351 .---------- ---------- I ------------- - ""-- ,'00 0 00 10,445: 00
D o .. 2,3 333.00 5,31721 ----------- ---------- 1, 47,(0. 3W;. 1,500,000.00$ 27,393.7S

IGeneralElectric Co. of Ger.
many 1 -- 9, 000 0 .57

Do.------------------- - -.. ---------- ---------- .' , OK 00; 65.50
Berlin City Electric Co. --------- -

(Inc.) -------- . .. .. .. -... ... .. ... .. ... .. -- - -- - Z5%.. .. . . . . . . . O w O .O0 I.:Y .0 . --. .. .. .. .-... .. .. .
D o ... .. .. ... .. .. .. -- - -... ... . . ... .. ... .. .. .. . .. . . . . . . 00 0 0 ;-15.00 lbi60, i0. 2,227.5f8-------- *-- ------ - - - - - ---~fJ UBerlin ElectricD o- --------- ---------------- --. 1 1

Underground Railway Co -------------------------- ,---- -- - ------------ ------------ . ,.00100i 12,375.00
Deutsche Bank -------------- -------------- -------- ------------------------ 500,000.00 2, 008. 05; E0, 0 00 6,8006

Hamburg Elevated. Under- , Iit 0
Hamudrg e mRia s in-- --------------- ------------ ------------- ---------- 1,O 0, 525 10,C001 6.1ODD.00pounrd Street Railways ... ............ ....... i..... 150, 00(10 #.,5' so; , t00'X 3,0(1)

N rth German Lloyd, lBre- , ,
men ----------------------- 5.O,0000.00 48,33,.0.------------- --------- 1. M0, 001 00 , .,404.40 1, 50, 000.00i 2,110.(W

Do ---------------------- 1 .932.000.00 56,067.08iR .- ---------- - _. - ------------
Hugo Stinnes Industries t

(lnc.) ---------------------------------- ---------- O 00) 5,00. 001 -----------------Consolidated Hydro Electric - - - -- ,---]--
Works of Upper Wur'tem- -. t 3 1

WestpbalLa United Electric , i
Power Corporatlon --------- - ------------ ---------------------------------- ------------ 100000. . 2.250. 0

GREECE

Greek Government ..........
Do-- - --- - -- -- -

IUTIGARY

City of Budapest Municipal
Savings Bank ('o. (Ltd.)---

Hungarian Central Mutual
Credit Institute ------------

IRELANDB

Irish Free State ------------
See footnotes at end of

I

----------- -- -- --o- I Z 124.6S

486,000.00 5,485.60 .------------- .-.-------- .-----------------...... ...... ...... .....-

-,-,---,-o-- I ----------- ---------- ,200,00.00 , 90&51 
2
0 .009. 4,54.

6,650,ODD. 00 66,5W004 -------------- 5,200.,00(00' 11, 36M78! 3,700,00w(1001 80,957.Z011
table

4698.06 7 07 3.00 ,9101 119
9,311,20 1,432.50 7,878.70 83

17,78& 9 ,590.12, 12 19& 46, 101
8. 79 1,23.50 2,2K8.29 91

11,875. 40016,596.25 334, 7,21. 25; ',

6i3, 717. 40 3,217.5) 32o w.v9o 220
28,53& 35 1, 070. 00 74Q3 3
36,~38&4Cj 3,879.50 ,SO 9' 8

25& 75 ------------- 258. 75';
Q5 60 2.50 599 00' 30

1.2%00 ------------- 1.25. 00 -"-- o
2,02.58 25o.00 2,352 58! 2 I

2, 375. C0 387. 60; 11, 8.501 in; 0
8%0005 8856(2 7, 922.4X 98 0

1, W2. 50 995.54' 956.96; 28 W
6,15a.00 345.00 5,806 00' 43

3,5250 3,582.50' 20 00, 13

79,951.1)0 8,20. 00 71, 6. 90 213 w
, 08-...... M,067. 08 (

5,00(00.-----------5, 001

2M5(00 8 ,5(1 00 8*6.500 No 00
124

1,359.57 60.00 1,309,57 11
2,124.-0 1,30 , 1

4
.
50j 3

65------------5411

188& ,4,622.001 1, 73521



Record of Guaranty Co. ,of Net Y ork it .yn, dicates: niaiged by others (1!i20-19,I)-Couttiiinu

I Itre',t of (llu rltv ('o, tit ,ew York

Imt

ITALY

Kingdom of Italy ............
City of Milan... .............
City of Rome ................
Banca Commerciale Italiana.
"Faa" ......................
Italian Credit Consortium

f o r P u b l i c W o r k s . . . . . . .. .
Pirelli Co. of Italy ...........

JAPAN

41(frl5i tirlt

l'arthelpia.
1lon

$7,60, 66". 00

t-- -- --- --

..............

Imperial Japanese Govern-
ment ..................................

Do ........................City of Tokio..................
City of Yokohama ...........Industria Bank of Japan ...............
Great Consolidated Electric -..........

Power Co.
D o .. ........... . . . . . . . . . . . . . . . . . . . . . . . .

Nippon Electric Power Co_.. 1,350,000.0
The Oriental Development

Co .....................-..............
Do ......................-..............

Taiwan Electric Power Co.. .............
Tokyo Electric Light Co-.. 4,37 , 000.00
Ujiwaga Electr c Power Co...; 2,500,000.00

LUXEMBOURG

"Arbed" (United Steel
Works) ................... 5,000,000.00

MEXICO

Mbealcan Petroleum Co.---I 25%0,000

Aninoit
of penilt

I eee'rmnflIteerculi

l'eerilelpte Atseecenet
1thl of prolit,

... ........

t22 2 ." " = 1 .

------:--::I ------=-:i:---:---

2,905.29! -.-------- ---------

....... ........ ......

83. 42364 ........... I -..........
31,100. 00:8, 000, 000 00120, 0000

80.704. 241

2,5.00, ......... I... ----------

I hock ;leg gr,,11i $e~lhig grollp

i'erf h'Ipee. A ocu, I o 'erlh, it'11 AtollttIii i or' u ,I {tict if{ IitteIlt

$5.000000.00' $25. 10. 00 $3.15O0.00 $113,728.7 5
6. 600O 00 211. 812. 50 2,500,000.00 51,153. 33
Z000, 00.0' 20.000.00 1, 50, 000. 00 27.00.00

8 ("A .00 600. 00 88. r7. 00 2733.75
1,0O,uft.01 10, t 00 8W,00.00 20,261.50

.------ 
~ ---- 00. W000 a00

9.00d OA)0.00 t7,162.t0t 6. 000. 000. 0 130.78n 00
3.500. 000. 00 17,500. 00 2,500.000.00 58, 475. 00
1.000. 000. 00i  5,000.00 700,000.00 12,978.00
1, 010. (0. 00; 5,000.00 700.000.00 16, 43. 00

750 000. 00, 3.110.52 750,0. 00 8,750.001
4, 000 ,0. 00 40, (C0. OD 500, 000. 00 21,135. 87;

3, 5W,000.0 35,00000) 5000. 00 11,35935;
------ - --- - - 1oo000,000.00 18,750.00,

1, 000, 000. 00i 8,097. sol 815,500.00 19,887. 501
1,000,000.00 , f5. t G $43,000. 00~ 1.5,110.001
1, 00, (0).00 4, "5. 0, W 0, 000. 00 15,625. 00'.
2''t,00"000.0 "20),000."0 i- ,0oo,oo ee:/ 2.. ,700)00

1, 790,250. 00' 16.995.40 1,363,500.01 36,00.3

S ............ ......

I IrIA I lire lll.

$18 X21175 $27,93. 37~
129,430. %s1 6.213. 5
47. 000. 00, 1,931.2.53. 333. 75, 253.-75
30,21.501 1,873.75

11,365.00 70 00
2,921.00! 32. 0

218,747. 40 994. 80
75,97. 00 3, 792. 50
17, 7V8&00 872.50
21,436. 00 507.50
11 860. 52 1,675.00
61.,135.87 516.0

46,359.351 36&.25
44,655. 291 1,062 50

V7,9M5.0 4,282.5

2D. 230.00 1, 351100
A342.64! --.--
99,800.851 11,628.75

133.735.271 6,340.01

.500 ......... I ,o5W.00

retail

1,047
498
415

8
lap

170
25

155
130
77

151

108
25

161
168
129

59

$! 10, 79& 38
123,217.4
45,068. 75
3.080.00

25,387.75

10.58200
2,895.50

215,752.60
72183.50
17. 10. 50
2D.928.50
10.195.52
601619.87

45,993. 10
43,59M79

23.702.50
19,288.33
18.880 00
83,423 61
88,1M.10

127,39. 27



NETIERLANDS I 1
Kingdom of Netherlands ----- ------ ---- i-- - - -- 4--15 : 40- -
Royal Dutch Co ------------- -- 3-99-- ---- ........ - - . ---------- - ---- m. 7 . , 0000. 00 I.-, M, 495.15 6,7 4 952.22140 305

NORWAY i5,0. ,3(9
Kingdom of Norway --------- 4,500,00.00 33,750.00 . i 3-0--,--- Z 7- - 12. 1

Do---------- .3,740,295.00 18,70148 .. .. ,2C6.000.00 32,060.00 1.361.000.00 34,61207 10 0 422- 1,DO ---....-------- 4 000 18,.0 2,790,000.00, 10,036.41 500,000 00i IZ550.00 41,287. 9:3,067.25 38,220.64 109Do ....----------------------- 4,288,00 0.0 1,6.0 ....------ -.. 2177,000.00i  178585.35 1,000.000 is, ,v.oo0 55.125.35 1,247.50 53,877.85: 273Do ------------------- 4 82000.0014P, 240. 00 ------ 3,270,000.00, I,00.301,500,Z000.00 26,25000 92,560.30 6,650L00 85,910.30 227Cityo - i 430,0000 5,30250 5.30250 92900 4373.50 77City of Christiania 400,000. 1,307.50, 8,0750.....City of Cergen.... ..."-- " 500. . . .'. ........ 400, 000 0 1.--,771.45 1z, 1.45'-. ::::::I.. 1 :: -IDo-- -- -
24-- 

-- --
5.-- -0-- -- -- -0-- - ---- -- -- --'-- --- - 0 .0 . I 77 . 5I 1 5 --- -PANAMA ----------- - ----------- ----- 100,000.00 I,900.00 1,90.00' . 4&.00 1,65.00.... r12

Republic of Panama 2. ,250,000.00 2Zoo. oo ---------------- 450,000. 00 2Z 947. 961 45,347.96 ----------- ; 45,347.96 299 0
PERU IRepublic of Peru ------------- Z 50, 000. 00 9 161 ----- 

W.IDo --pub -----e----------- .33.333.00 10. ;11.50 ------ - -----.- --. 20,103.12' ---------- 20,103.12 'Do.... ... ... ... ... .. 1,500,000.001 .9,924.72 1,150,000.00--i,6 .17 751,0]00.00: 3,755.0 . . . . . . .. . . ... . .. ...-Do-----------------. 5. 07 2 Z ........... 375.0-------------.. .-------- 38.367.89 ---------- 38,367.89 (,)Do -------------------- 66,.6667 1 12,9.6--------------- ----------- rZ5916()Do ----------------------Z Z 40 .oo 66,00000 1, 774, 000. OD 6,652a s 1,.W.800000' 7j6".0;----------- -- ---. 12,5 161 ---------- 1 2,59.16 ()Do...... ..- ------750,000 ,8 ,750 I -. I 80,5550875.,0 ( )Do -..------..-------- Z500,00.oo 1,4n3.l 2,500,000.00 0 -7.--- ---------- ------------------------- ----------- -- --------------- (6)
D----------------.%500.000.001 1,8.1.9,000 17 orn . 131500o-------------- ------------ ---------- , 3,13----------37183,(o AN ------------ ...........-- -2170.368----------237,00M 6' (6)

, 750,.000. 00- . ,175.3,1 1.,750..IM 00- 13.125.00 .............. .................. . ..... ;' 21 0.3 2130381 6

Republic of Poland stabili- I Z
1~o a.---- -- 9,400,00.0016 ------ 00

SWEDENo .......... j 9,0 ,00.0163.1.. 1, 995, 000.00j l4,49&68; -5,500,000.001 3,9. 313,03L.09~ 103718 02.51921 187 r;
SWEDEN ..... I.....

Swedish Government - 3,960,00.00 19,99 00 ---- ------------------ 3,630.000.00 13.612M6 2,15,00. 00 35,747.99i 69,3542, 8,647.50 60.710.92, 329 0KN W o l Co................3,5000.00 azoa- -------
3,5Q,00-O 3130&12 --------- -------- 3.001,60.001 15. 008L 00, 1,990.800.00 12122.60! 167.53& 721 --------- 167..%& 72i 636Do ---------- 6.2, 000.00, ,6. ...91------------------.. 5.625,00 28,125.00, 3,750,000.00 70,49&730 M,,59?. 771&'50 148,876.551 814

DO ----------------------- 6,432,000.00' 130,18.46.-------------------- ------------- -------------- ------ -----. 13018& 46 --------- 130,1 496. (6-SWITZERLAND. , . 46'
Government ofSwitzerland- 8,000,000.00. 30,00000 ---------- ------- 6,083, 000.A00! 91,24&.00!: 1,760.000.00 52.44& 73, 173,693.731 5,463.05: 1o0,230e.---- 0
City of Berne ---------------- ... -...............--..............---------- 37 -1.0.5 ...... ,3750....C---- em-------- ------------------------ -------------- ------------ 53,000.00 1.,307. 51 j m 01---- 1,307.50 ..-.U RU GU AY , I... ... ... 3'-R epublic of U ruguay .......... 07 287 .50' ----------- 287. 5i 2

Do -------------------------------------- -------------------
------E----- I .---.- - -25 0-00 937.50 250,000.00 ,000.00 5937.503,25. 75; 267& 75; 28

VENE.ZUEL%

Colon Oil Co --- ..---- -I-
f4.2.3.84......3......... ,000.02.... .72,215,1---- 250,01,0.00 687.000 87& 00, 

2  
2,43501 49Tota ---------------..... 490.621 S54,,4,.8 0. 04.o.00 1,664: 7. O 4,42----- -7--0-----8--------,- 791-'-0,159,595. 15-33.--.

See footnotes n ,d of table



Issues managed by Guaranty Co. of New York (1920-1931)

Issue Date offered

CANADA

Province of Alberta ----------------------------------------------- Jan. 13,1927

Province of British Columbia --------------- t-ept. 20.192

Province of Manitoba Feb. 2-, 12
ProvInce of Nova Scotia .................. l -y---- ;--- ar. 28, 192

.. ... . . Jul. 23 IMr2
Harbour (Corumissioners of Montreal ...- July 192

Montrea metropolitan commission ......... ------- 20---, 931D o ............................................................- O ct. 20,19,22

i ......................................................

Canadian General Electric Co. (Ltd.) --- ------------------------

Canadian Pacificl Ry. Co .................. ....................

t'OL)M BILt

i-t~pt. .10, llJzLJuly 3,1926

June 4,1926
June 7,1923
Mar. 20,1922
Mar. 5, 1920

Department of Antioquia .------------------------------- -July 15,1927
Do ------------------- -------------------------------- Nov.Jl% 25. 1927

-o ----------------- - -------- - - -------- N ov. 2 5.1923
I.. 

.. 
June 15.]

Kingdum of ennmark ...................D o --- ---- ------- -- - - - - - - - - - - ---- --- --- --- -- -Danishexportcredi .........ep ........ .........................i Innish export credit contiittee
1)noh-------------------------------------

Danish producers' loan-fund committee.------ .-.-.-- .-.
Copenhagen Telephone Co .........Do -- .. .........................................: -: : :' ' : : ' : '

DUTCH EAST INDIES

Government of Dutch East Indies ................. .D o ---------------------------------------------- ------------::
Do ....................................
Do ------------ --

Ju.
Apr.
Jan.
Oct.
Oct.
Apr.
Feb.

29. 1925
5,19"2

17,1927
20.1927,
it, 192h
z4,1925
14.11",

Jan. 4,1922
Mar. 15,1922
Apr. 21,19=
Feb. 15,1923
Nov. 8. 1923

Amount of
issue

Coupon Maturityrate IMtrt Yearly sinkingfund payments
Sinking fund
payments to

date

I I I- I

$2,525. 000. 00
z, 100, owo. 0o
2,100,000.00
4,000,000.00
2, (o). 0. 00
1, 0W. OK000
2, (. 000.0

.500.00.00
18. 500. 000. WI
2, W 0, 000. 00
3. (lW.l 0110.0
2,235,000.00
2, 25. 0(0.0
2. 10. 000. 00
4. 0. 000. 00
1S. (XH;. Wx)0. 0
4.Z 11. (00. 00
14. Ioo. IXX). oX

4. 000. 000. 0
4.351,. (M). 00

30. t tiM. 00
55, (0). 000. 00

1. 1 m, 1o. (X)
3, No). 000. 00
2,5). 0. 00
2,t. 000. 00
7.000. 00. 00

40. oW8. R). 00
40. 000, .00.0
20 .ifM1 000. (XI
95. oe. ooo. o(
25. (Xtt. W0. (Ko

Per cent
4%
6
5
4%
5
S

4%5

4;'

6

6

194,1957
1931
1949
1928
1924
1924

1969
1969
1965
1942

1921-1950
1946
1946
1943
1942
19:".i

1957
1957
It'57

11155
2962

1929-! 33.4
1929.-19341931-1940

1950
1954

19 7
1962
1962

1953-11 3

.... ------- ,.--

' 321.6(10. 00
1 322,800. 0
':52.3,20.00It

1, "t000. 00' 3, 215,.500.00

(2)

(2)

(8)-- -- -- -
(I)-- -- -- -

-- -- - -S --.

$2o,100,000.X00

1,000.O,0000
2.,000000

z1 W00, OOit 00

n........... .....

--.. -. ......

264, 000. 00

51,W 1"o)o. 0

11. w, (mg. 00

30. 000. 00
29. ali. (W

1. 213. 00. Wlt
2,194, U0. W
6000O. 0

1.640,000.00
250,000.00

2.1000.005)l, 0(0. 00

2,751.000.00

4.8 9000.00
-,4,00600x0

to

Cost Offering
price price

Per cent

9.19
94.80

99.28
99. 337

103.30

9898.91
93.94
97.29
94.121
94.4471
91%
9634

97. 27
93.1137
in. Qr796.37"
95.949

98
964
92

90.7
91
92%
84%t

Per
342
1 57-

947v

-96. 82
-95. 25
95
96.75

100
99.801
9%.80 '1

104.1310010f) t

96.17
96.17
97

101

95

W.41

080&

94%

4
!



GERMANY

State of Bremen -------------------------------------------------- Jan. 16.1125
Do ------------------------------------------------------------ Sept. 22,1925
Do ------------------------------------------------------------ Nov. 19,1925

Hans Steamship Line -------------------------------------------- Oct. 18, 1929

HUNGRY

Hungarian Land Mortgage Institute ------------------------------ June 2.1926
Do.... ...... ... ......------------------------------------------ Apr. 17.1928

National Hungarian Industrial Mortgege Institute --------------- Nov. 5,1928

ITALY

MontecaUnL ---------------------------------------------------- J:n. N. 1927

JAPAN

Tobo Electric Power Co ------------------------------------------
Do ...............................................D o --------------------------------------------------- -..-- .- -."

Tokyo Electrie Light Co ..........................................Do..................................................

NORWAY

Mar. 9,1925
Jly 14,19"26
June 18,1929
Aug. 4,1925
June 7,1928

Kingdom of Norway ---------------------------------------------- Mar. 7,1928

UTRUGU.Y

City of Montevideo ----------------------------------------------- Dec. 8,1926

Total ........................................................................

I On increasing scale.
3 Serials maturities.
3 Less annual payments for interest on outstanding bonds.
' Average.
a Profit.
a lAt.

5, 000, oo. 00
10, oo, oo. 0
5,00,000.00

3,000,000.00
3. , OOXN 00
5.093,0 00o

1,00,0000.00

15, oo, 000. 00
10. Oo, 00. 0o
11,450,000.9
24,000,000.00
7o,00,000. 00

30.000,000.00

5,171,000.93

1935
135199

1961
1961
1948

1937

1955
1929
1932
1928
1953

1963

S753. 924. 00
:257.664.00I 143,000. 00

S31, 100,510. 00

,+50,11110. 0

1,200,000.00

(1,)

s 361, 970. 00

S. 00%,ow. 0
z W38,000.00

93 W
89
90
88

171,000. 1 88
129,0900.0 95%
524,000t0 06 89

2, 00,,0. 00

. 075,000. 00

10,000,000.00

24D,0 00.00
3, 71 000.00

319,000.00

84
95
92%
96.2
85

9. 17

.95

54O, 6 , 000. - - [I-

Sinking fund begins Nov. 1,1932.
'Sinking fund begins 1933.

Sinking fund begins 1934.
Discounts noted.

SRetired after I year.
13 $150,00Xl per year for all outstanding 7's (if bonds below par).

95%
93

95
10o,4z

96% 9
0

97% to
0

0



Issues managed by Guaranty Co. of New York (1920-191)-Continued

The syndicate

Original terms Intermediate group Banking group Selling group
Issue Nam"-um- Total Net total

Naum- Profit Amount of Peofi Am of 'Prontt Amount of expenses profit
her of A nt be of Prot Amount of Profit Amount of

dealers =t profit daesspread profitrea profit daesspread profit
__________________[d_ -elr dealers_________ - - - -......-- !-

CANADA

Province of Alberta .....
Do ...................

Province of British Col-
umbia -................

Do ...................
Province of Manitoba -.... !
Province of Nova Stia..
Harbour CommISS.oners

of Montreal ...........
Do .............

Montreal metropolitan
commission ..........
Do ..................

City of Ottawa .-----------
City of Winnipeg._Do...............

Belgo-Canadian I'aper Co.
Canadian General Elec-

tric Co. (Ltd.) .---------
Canadian Pacific Ity. Co..

COLOMBIA

Department of Antioqula.]Do................

Do .................

DENMARK

Kingdom of Denmark..
Do ..................

Danish export credit com-
mittee ................

Do ..................
Danish producers' loan-

tu, d committee -------

0. 3861.81

.70

:4005
.645

14

.80

2

1.4

48
.213

1.04
1. 104')'

$13,181.15
37,909. 25

8,509.25
13,577.85
1, 68L 39

12, 71& 93

811.90 .... ................................
210,768.80................................-- ------

10,344.80 -- -- - -- -- - --- - -- -- - --
25.314.17......................................
82,566.32................................
7.805.96......................................14,072.50...................

80.000.00 .....................................

50,000.0 1............................
90,000.00......................................

49,.331 - I....-.---.............
S,000.00
54, 375.00 -- - - - ---i- -- ---

139.000.0............
105,435.00 ............
22.492.12 ........ .....
:3.o31.99 ........ -......

e 21,75. O ........ -.....

$!3Z 0.00
247,500.90

41 "

3 .Y4
5 .1875
3 1 .0625
3 .375

5 .60
5 %~
2 . 75
2 1.50
4 Y-
3 1Y

109 33

35 3%
69 2%

18 3
31 3
39 3

491

.. . .3

$18,937.50
21.000.00

25,000.00
7,500.00

625.0
7,500.00

$2,376.146,955.0

3,759.93
5,978.52

2,003.28

3, .00 .........
242, 509.00 46,359.86

20,100.00
45,000.00
10, 156.00
25,31250
31,250.00

140,00.00

175,00.00
300,00.00

120,000.0120,OO0.00

130,500.00

331,250.00

609,37-5.00

' 22750.00

5,788.411,506.51
5,870.58

23,101.12

13,605.40
11,831

17,919.63
27,583.64
18,024.02

61,326.23
10,290.43-

7,531.20
10,491.06

4,213.24

$29,742.51
51,954. 25

29,749.32
15,099.33
2,306.39

18, 215. 65

3.811.90
406,917.q4

30,444.80
85,620.89
66,93291
31,611.95
39,451.92

196,89&888

211,394.60
378,167.80

151,413.70
14 4143636
166,860.98

541.423.77
972,600.43

14,.92
45,150.93

'48938.24

----- -------- ------------ -------- -------- --------------
-------- -------- ------------ -------- -------- --------------
-------- -------- ------------------------------------------------------ i * ----- I -------- i --------------



CopenhagenTelepboneCo.
D o ......... . . . . . . . . . . .

DUTCH ZART INDICES

Government of Dutch
East Indies .............

Do ...................
D o - -- - -- -- --
Do - -- -- - -- --
Do ...................

GERMANY

State of Bremen .........
Do ...................
Do -- - -- -- -- -

Hansa Steamship Line ....

HUNGRY

Hungarian Land Mort-
gage Institute ...........

D o --------------------
National Hungarian In.

dustrial Mortgage Insti-
tu tp ....... . . . . . . . . . . . .

ITALY

Montecatini ..............

JAPAN

Tobo Electric Power Co..-
Do ...................

T )ok................

Tokyo Electric Light Co..
Do ..................

NORWAY

Kingdom of Norway ......

URUGUAY

City of Montevideo -......

.73
423%

3

92,500.00
6, 00.0

29,00.O0. 0
600,000.00
187. 500.0&72, 00.0

3 1.123 31.881.92
5 7 137,500.00

1 2 10,000.00

3 3%~ 105,000.00
3 1% 1 52,500.00

1%

.925
2

.58

.80

150,000.00 .

25Z 500.o00

225,000.00
150 o,0.00
143,125.00
222,000.00

1, 407,213. 54

--- 1-1------- ---

a'

174,000.00 .-------------

41,36&00 .1....-.-.I.----...........

To tal --------- - I - - 5, .89.57 .r .. -.. ... I

See footnotes at end of table.

518,750.00

75
1  

, 5o. 00

1 150,000.00~~G 50,000.00
8[ 85, o.00

120,000.005K 56250. 00

3~150,000.00

a 38. "M 50~
----- 1,- 0,. 07.50

53,90.73
176,8 78.17

1,405,167.20
1.394,689.59

666,385. 08
848,473.6877,799. 52

--- -----------

1812842

90,492.50

37, 0. 00
140,000.00

1,200,000.00
1, 200. 0 00.

250,000.00
750,000.00
6s%,,000.00

243,750.00

100,000.00

105,000).00

82,50.0o

137,500.00

250,000.00

W000.00150,00
200,375.00
300,0m001o1, o3o. Oo(

1,350,00o.00o

37S, 0. Go

90,49250
3 I098 16631

2,191,719.49

338 3h
761i2

18712

4

2

4921 1Y

..------.....------ 110., 181.1%

a,409.27
16,621.83

86,8.180
10. 310. 41
83,614.92
89,02.32

* 1,299.52

20,932.12
34,331.48
24.528.807,77156

52,431.53
,340.11

67,720.86

145,4K83

1241,374.10
44,121.42

12l 829. 90

673,524.25

A200.80

35,01.83

16,629,697.68
1-1

10,949.80 r4421,91S. 52
161,09&.2D
172,237.44

157,568.47
125,650.49

to
219,779.15 0

44Z 9.17
0

850625.90

520, 170.10O10, 6g.28

635,799.2D

3,

32

---------------------------------------------------------

135, W&.17

%,191,719. 49



Issues managed by Guaranty Co. of New York (192O-1931) -Continued

Guaranty Co. of New York

issue

CANADA

Province of Alberta.____
Do .................

Province of British Col-
umbia...........

Provinceof Manitoba...
Province of Nova Scotia.
Harbour Commissioner

of Montreal -----------1)...............
Montreal metropolitan

commission ...........
Do ...............

City of Ottawa ..........
City of Winnipeg .....

Ilelgo-Canadian -iaper-
Co ...................

Canadian General Elec-
tric Co. (Ltd.) --------

CanadianPaclficRy.Co.

COLOMBIA
Department of Antiloquia

Do .................
Do .................

Original terms

Paticlpa IAmountof
tion profit

$1,26Z S5. 00
1,000,000.00

900,00000
1,150. OOO. O0
333,000.00
950,000.00

100. 00. 00
3,700.000.00

1,340,000.00
1.500.000.00

650 116.15
911,250.00

1.125 000.00

3,200,000.00

3.500 000. O
3, 00 O0.00

11800.000.00
1. 8 0. 00000
1,957.500. 00

DENMARK

Kingdom of Denmark... . 875,000.00
Do ................ 19.875.000 00

Danish export credit
committee ............. 462 00000

Do ................. 116,000 00
Danish producers' loan-

fund committee ....... 465. 000. 00

Intermediate group

Partlcipa- I Amount
tion profit

$5,402.51 1. .. .. .. .. .. .. .. .
14,740.00 1---------------

2,137.20
2,18&.67

560.47
5,089.94

Banking group

Participa-
tion

-- -------- ----I-- --- -------

Amount
of

profit

162.38...........................................------
40.783.54 .................. .......................

.5.172.40 .................. .......................
10,310.44 .................. ........................
16,143. 68 ................. .......................
2,834.75 .................. ........................
3,6 90.86 .................. ........................

.58,571.52 ............................... ..........

35. ..OO ---------------.....................
33,310.82 ......................... ...........

13,509.54 -------------------------------- -----------14,587.36......... ..............14.87. 6--------------------- -i ----14,049.44.................... --------- -------

50,28.38 ............... ......... $, 717, 00.00 $25,1 2.50
21. 724............... ......... ...... 127. 50000 47.1. 52

.3,354.06 -- - - - --- -- -- - -- -
..556.......

8 0% .34 -- --- -- - - - - - - - -- - - -

Selling group

Participa-
tLion

$1, 0 7,00.00'
105,000.00

1,149,000.00
1,908,000.00

366,o.(00
1, 000, 00. 00

100,0 oo0O
940,00.00

437 o000.00
459,00. 00

1.246,900. 00
898.000.0020, t0O. OF)

961,000.00

3,250, . 00
1, I50, OO. 00

2,725,000.00
2, 025, 000. 00
2, 50,000. 00

2,145,500.00
5.500,000.00

Amount
of

profit

$9,712.09

18,225. 00
10,480 00

228.75
3,750. 00

1,007.96
12,125. 00

,.2. 50
5.,041 73
5,692.75
2,191.21
3, 375.00

10,61.83

9Z,735.33
32,419.00

74,950.00
55, 87.50
69,192.50

30,051.75
66,787.50

Gross
profit

$15,114.60
25,390

20636200
2, 665.67

789.22
8,839.94

1,170.34
52,908.54

11,449.90
15, 352.17
21,83.43

643.54
,065.86

Discounts

$6.,698.75
7900L O0

14.,91Z 50
6, 27& 75

217.30
2,322.50

250.00
4.787.50

2,0H7.49
5112Z 50

----- ----

69,233.35 1,66224

127.735 33 10.275. 00
65,724.82 .

88,459.54 35.50
70,274.86 1,545.00
83,241.94 2, 7500

105,494.63 3,423.50
1313.373. 32 ,6.49

4.2 0 22,756.34 3.

15,335. 001 ri.857 [7,917.38

Profit

$%, 41& 85
17,490. 00

5,449.70
6, 386.92

571.92
6,517.44

920.34
48,212.04

0,242.60
13,304.68
26,683.93

643.54
.,, 73. 0

57,71. 11r

117, 460. 33

65,729.82

84, Un .04
%8,729.86
80,491.94

1IM071.13
40.307.83

3,354.00
19,589.78

62, 084. 81

ber of

Sales

34
42

66
112

12
33

4
118

163
43

182
39
35

394

450

480
307
417



Copenhagen Telephone I
co ------ 1. o00.0 00

Do ------------------ 3,500,000.00

DUTCH EAST INDIES

Government of Dutch
East Indies ...........

Do ................
Do ................
Do ................
Do ................

GERMANY

State of Bremen .........
Do ................
Do ................

Hansa Steamship Line..

hIUNGARY

Hungarian Land Mort-
gage Institute .----

Do .................
National Hungarian In-

dustrial -lortgage In-
stitute .............

ITALY

7,100, 00.00
7 30,00 . 00
3.(-75,, (1.0.0 K
5. 71, 2.-0. c0
5, 318, 750 00

4. 1 0. 00. 00
4. 4000. 00
24M0. MW.) 00

5.606, 0.0. 00

1. fox). o0w. (X)
1.600, 000. 00

5,000,000.00

Montecatini ........... 4, 000,000. O00

JAPAN

Toho Electric Power Co.
Do .................
Do ................

Tokyo Electric Ligh t ('o.
Do ................

NORWAY

Kingdom of Norway....

12.500 000.00
6.667, 000. 00
7,0(3.l00.N0

19. 2M Io w.(0
49.0 . 000. 00

10. 5w.000. 00

8, 350. 31 . . . . . . . . . .

19,1i0. b2 -- - - - - - - - - - - - -

.13. "55 29
50-,N) 7781, 1,93 7,;

43.359. 6
3!, 890. C4

I
.2......... 1,181,000.00----.------ 1. 110, ow0. 00

------2. 799, 0Mo. 00

- - 2.201,000.00
------ 1.100.000.00

----- - , .518, o00 00
.1,8-- 0O00

"2, 730 00 31, 0. 36
17,112.96 37, 022. 78

Sf, ,82.0
6, 179. 03
13, 310. 00
47,859.20
66,817.29

10054 . 37
116,959.80
95,303.76
91,218.56

106, 707. 93

10, 949. -........ .... . . .. 10,949.880
,6.00 ............ 2.,0o.00I00 16,430 i6 1:6 , .6 4 2 5 117,977.6

36,264.2 7- .............................. 1.146,M.00 31,87Z68 68.13695
33,977.44 ........................ 3,.000.0 24,100 2,789, 000. 00 55,680.00 113,807.44

1N. 25 .19 - - - - - - - -- - - - - -- - - - -- - 1 .550 00S. 61 ............... . 2,192, 000.00

10, oo. 0o - ----------- 3,35, 000. 00

56,8315. 66 ............... ......... 3.140.0M.00 15,700.00 3,158,000.00

107. 992 41
76.132. 2.2
76,547.07
96. "22 (0643. 120 . 0

City of Montevideo . 4,171.000.0 12. S29.74

Total ........... 5, 76. 366. 15 !2.059.494. 61
See footnotestedI ....
See footnotes at end of taobe.

---------------
---------------
---------------
--------------

$11,548,170.00

.--:------
--------.--

5. CM. 000. 00
(.)00.00. 0

13. 05 0. Q)rp. !AX]6. 0M.. K
1O. M;. ow0. 0

K.000.00
18,735.63
16. 275. 00
25. S75. 00
66,656.25

3,035,000.00
3,127,000.00
3, 525, 000. 00
3. 8.0000. 00

10,500.000.00

.... ............ 6,551, 000.00 17,769.62 16,05,000.00

2. .. .. 5 ,98.00 . 100. 7 3 ,4oo .00

53.900. 00
53,957.86

91,410.00

78,950.00

119,275.64
46.190. 00
56,6M. 75
47. 150. 00

209,700.00

74,812.50

82,123.19
81,626.47

191,410.00

151,465.66

283.268.05
141,057. b.
149, IM142
17 t. '47. 08
',1.652.31

977.50
1,247.50

1,977. 47
4,693.75

674.99
2, 863. 75
6,465.55

2,400. 00
2,041.25

59,577.95

1,552,50
1,885.00

512,026.25

30.082-86
35,775.28

8.,569.90
112.26.,05
9%, C28. 77
88,354.81

100,242.38

10,949.80
115,577.66
66,095.70
54,229.49

80,570.69
79,741.47

6 320, 616. 25

2, 715.16 j 148,750.."

54377.50
.5762. 
4,780.00
9, 733. 76

18,371.25

143,494.07 11,322.50

1. 35, 737.97 14, 307, 509. 32

277,890.55
135,295.35
144,710.82
161,513.32
973,281.06

132 171.57

57,15Z 24

-----------
----------------------------------------------------------

121229.85 j395 379.47 14,890

210
197

8
424
238
349
259

LI,

312
308
374

40

663

1 01
593

636
1,081

740

330
v n

!00 .. avz w ', mrJ. ZM so IM0 VU



Record of Guaranty Co. of New York in syndicates managed by others, 1920-1981

Issue

ARGENT1N.A

National Governinent of Argen-
tine.

Government of Argentine Na-
tion.

Do ---------- . ..----------
D o ......... . . . . . . . . . . . . . . .
D o ........... . . . . . . . . . . . . . . .
D o ....... . . . . . . . . . . . . . . .
D o . ......... . . . . . . . . . . . . . . .
D o . .......... .. ........

Syndicates managed by others

Date offered

Sept. 6,11923

June 2.1925

Sept. 2?. 1925
Apr. 22, 1M26
Sept. 30.1926
Jan. 14,1927
Apr. 28.1927
Apr. 10, I90

Do ------------------------ Sept. 25.1930
Province of Buenos Aires ----- Dec. 10, 1926

D o . .. . . . .... . . . . . . . . . . . . . . .
Do ........................

City of Buenos Aires ...........
D o -- - -- - -- -- -- -
Do ........................

City of Cordoba ..............

AUSTRALIA

Commonwealth of Australia....
D o .......... . . . . . . . . . . . . . . .
D o .......... . . . . . . . . . . . . . . .

State of New South Wales ....
Do ........................

State of Queensland ------------
Do ........................

AUSTRIA

Austrian Government .
Austrian Government Interna-

tional Loan of 1930.

Apr.
Feb.
Jan.
Jan.
July
Feb.

29,1927
24,1928
30,1924
11,1928
26,19,
16,1927

July 20,1925
Aug. 24,1927
May 8,1928
Feb. 2,1927
Apr. I1,1927
Oct. 8.1921
Feb. 10,1922

June 11.19231
July 15.1930 1

I Amount of issue

Wo5, 0o0,0. 0
45, (X,000. I0

29. 700,000. 0
20. 00, OM. (A
16,900,0X). (X
27, 000,00. (0
21,200, 000. 
0, 000,000. or

50,000.000. (K
24,121, 000.(

10, 613, 500. 0(
41,101,000. 0
8,490.000. (K
3,396,000. (K
3.396,000. O
4, 649, 500. 0K

75, 000 000. (K
40,000.000. (K
50, 000, (00. t
25.000,000. (
25. 000, 000. (C
12,000,000
10.000.000. 0(

25,000,000. 0(
25,000.000. C

Con-
Pon
rate

Per cent

6

7

6

6

6

6
7

7

6

7

1955
1957
1956
1957
1958
1941
1R47

1943
1957

Cost
price

Per cent
99

94!j
96
96~

97
9936

100.24

92

931
97
96

97!

9036
9321

91'
q3%

85y,
91

Offering
price

Per cent
9936

96o

9634

94%6
99

952

, !2
97!-'

9S
9216
96!4

99
96,1

Original
°Manager terms

spread

Kuhn Loeb & Co ..............-- -

J. P. Morgan & (o ............

...do .....................
---do ..............................
-----do ............................... ------ d o -- --------------------. -. ----.....

... .do ............................
('hatbarn Phoenix Corpona-. ...........

tion.
Brown Bros. & Co .....................
First National Corporation, ..........

Boston.
----- d ~o ----------------------. .----..... .
----- d o -. -.------------- ----. ---. ----...
Dillon ead & Co ---------- "
Blyth, Witter & Co .........---- "-.-.-..".....-d o -- --------------------. .-----.... .

White, Weld & Co ....................

J. P. Alorgall & (o --------------......d o -- -------------------- ----------..
..... do ----------------------.--.----....

Equitable Trust Co .............do. - ---------_----.---
datona City Co ----

----- do --------------------

J. P.Morgauf& Co ---------- I----- fit -- -------- ----------- - I "

Interest
group
spread

Banking Selling
group group
spread spread

2
......... 2

2

2
2 3
M6 2,1j
2,i 2%

h 2

3 36

. . 2

1%



a3w1u31 I .

Kingdom of Belgium ........... I Jan. 16,1920

Do. .......................
D o -------------------------
D o -------------------------
Do ...................D o -------------------------.
Do ------ "

Do. (stablization loan-..
Solvay & Cie -------------------
Societe Anonyme D'Ougree

Maribaye.

BRAZI.,

United States of Brazil ......
State of Sao Paulo.

June 21920
Jan. 24,1921
Oct. 13,1921
Sept. 2,1924
Dec. 18,1924
June 11,1925
Oct. 26,1926
Oct. 4.1920
Feb. 27,1927

I Oct. 13,1927
Mar. 30.1925

0+, ----------- .. .. .-- - - - - I 'M ar.Do ................. July

cAA 1N..It,

Dominion of (anada........ Apr.Canadian National Rvs .. MayCanadian National Rys. (Cana- Nov.
dlan Northern Ry. Co. .

Do .................. July
(anadian National Rvys. Sept.

(Grand Trunk Rys.).
Canadian National Rs .... July
Canadian National Rys. 4&an- .... d

dlan Northern Ry. 10o..
Canada National yvs ...... Sept.
Canadian National Rys. (Cana-

dian Northern Ry. ('o.) .... Feb.
Canadian National Rys ...... Apr.

Do ....................... June
Do ........................ Jan.Do- ... .. ... .. Jan.

Canadian National .tea sl-ip Feb.
Co.

Canadian Northern Ry.........-Mar.
Do .................. Mar.

G Trunk Rys ............. Oct.
Do .................. jan.

National Transcontinental Ry. Jan.Branch Lines Co.

See footnotes at end of table.

Z1.1 6
19. 1W'2

25.11(2"2
17,1920
21.1920

7,11(21
Is. 1921

2$,1924

5.192-4

2.192 5
29,1927
18,1929
28,1930
21. 1931
21, 1930

23,1920
7,1922
6.1920

14,1921
19,19284

25. 000, 0t00.

50,000,000. 00
30, 000, 000. 0
4. 270. 000. t30,000,000. 0C

50. 000. 000. 0C
50 000, 000. 00"5). 000. O0. 0C
10.00, 000. O
16,000, 000. OC

41 50 000. 00
15. 00.000. O00$1 5, ,0w. oc

15, 000.000. 00

100,.000, UO0. (1;
15.000,000.00
25. 000. 000. 00

25.00.,000.0O
25. 00O. 000. 00

20.000.000. o
9.375.000.00

26, 000, 000. 00
18,000.000.00C
17.000,000.00
15.000.000.00
69.000,000.00
1., 000,00. 00
70.000,000.00
9.400,000.00

12, 000,00.00
I 000, 000. 00
2. 000,000.001
12,000.000.00
3,396,000.00

121
1925
1945
1941
1925
1949
1955
1955
1956
1927
1957

1957
1950

1952

1935
1940

1946

.1 95-1939

1954
1930

1970

1956
1955

1923
1925
1925
1940
1936
195.5

96
92Y,

9114
9192
90
83
94
30
94
94. 7103

90
95
933'

9896
971

lati93

98.25
97. 35
94

99N,961i
98
97.75

98.08696. 407;
99. 177

93.64
91.50
99.03
95H
92.65
96

99
95%
97%

100
95
94

87398
94
100
97

92,

96U

1oo
99

100

1463'

io

9. 875
2 4-4. 75

96

973'j

1.50-4.40993'
993'
984.25

100

96.641
94.50)
99.625

100
95.40
9'IN

.-do_ -
d. . o. -" : " : ' '..... d o ----------------------

.....-d o --------..----- .......-

_ --do ......................
Harris. Forbes & ('o -.

Hope & Co.. Amsterdam ..............

Dillion. Read & Co
Speyer & Co.
..... do. ...._... .do - ..-- -- --- -

ChseSecurities Corporat ion
Willian A. Read & Co . . .
Dillon. Read & Co ..........

William A. Read & Co ..
Dillon, Read & Co ....
....do ..... ..... ....

.do
-. .do .............- -

.(10 
. . . . . . . .

..... 
do ..................

..... 
do ....................

.... 
do ..................

..- o................

...
do ....................

..... 
do .................

-............

201

'4. 724.84
.33

.0 .

----------
----------
----------
-----------
----------
----------
----------
----------

----- -- -- - -

- ---- - - -

......

..........

..........

----------

. I.

*1 1,'

4
4
2
23'

3

21i
32.79r,7

3

4d

3 to)

2 0

2

tv

1 Y

3
3%

2
1%

----------
----------
----------
----------



Ic(ord of GTaranty Co. of New York itt syndicates managed by others, 1920-1931-Continued

Syndicates managed by others

Issue CouDate offered Amount of issue Pon

rate

CANADA--continued

Province of Alberta- _----------r. 5,1922
Province of Ontario ........... .May f;. I.j2

Do --------.------------- lan. 13. IWO,
City of Montreal ------------- Feb. ,1, 19ZJ

DO ------------------------ Jan. 9, 1924
Do ---------------------- Jan. 12. 192

City of Toronto ...----------- Sept. 30,1921
Do ----------------------- -pr. 5.1927
Do ------------------------- Feb. 18. I0
Do ... - --------_----------- --May 14.19 0

Toronto harbor commissioners.- Feb. 210. 1!;'0
Aluminum (Ltd.) ------------ June 6,1926

Do -----------------------. My 27. 1930
Canada Czment Co., (Ltd.... ct. 25,1927,
Canadian Facific Ity Co --------- Dee. 20, 1921

Do ------------------------ oc. 30, 192M
Do ------------------------ Ag. 4.1M
Do ------------------------ -Sept. 17, 1,26
Do --------------------- Nov. 15. 1928
Do ------------------------ June 27. -1Y2
Do ------------------------ ec. 17. 1!429
Do ------------------------- Jly 10. 19!eo

CanadaSteaniship lines tLtd.).' Sepl. 15, 192;
Duke Price Power Co., (Ltd.)..lir. 2. 1:'2(1
(atineau Power "o ---------- Jnly =I2.. 2.

Montreal Liht, Ileal, & Power Oct. I. I926;
Co.

Do ----------------------- Mar. 4. 1930
Ontario Power Service Corpo- Aug. -, 1970

ration.
ChILE

Republic of Chile ------------- Fen. 16. j921
Do ----------------------- Jan. 2. 1925
Do ------------------------ set. .1. 1928

)0- - - - --.. .. Mar. 11. 129
Do--------- --- Ar. zi. la

.$, 000, t000 0j
:L5, 00, (0. Uo
30, 000, 000.
16. 00, o.001
9. 7(9,000. 00.. M) . 0ow. M0
70,000.000. 00110, 000, 000.O0i
S, '(0, 000. CO
5, 590.000. 00

13.396, 000. 9O
2,000,000.001

99, 000, 000. 00
13 000, 0 0.0
20.OW. OOO.0

100 00.00 001
5'. 000, 000. 001

10,000, 000.00
-4j.000, 000. 001
25. 0W. 00. ()b
Iu. 000, 000. 00
17. 000. 00.91

1, 000, 000. 00
:10,000..000.00

5, 000,0. 00
20, o000,0. 00

24.000,000o20. 0.000

24. 1(M0. 000

It% 000. 000
211. (M.r")

Per cent:
51- 1952

1959

5 I 1954-1912
5 t 19-3-196
41,, 19-1;
6 1925-1951
43, 192h-1957

41 J-5 1930-19,59
5 1931-1950
5 1953
5 1948
4 .......-...

34 --- 1947 -

42- 1946
5 H9

5 , 1954
41'2 196016; 194t

7 1951;

5 1951

5 1970
MO 15

Co.
pri

, 1911
' 1hZ1

1961

Per c
100.
9N.

1459-
94-
96.
98.
97.

100.
$8.
97
96
94
74

79
!M
85!
97!
971!
95!
931

91!
916

Offering Original
x rrice Manager terms

spread

erd Per cent
25 103 Dillon, Read & Co -------- 1.50
15 I10 Natnal tIty Co ......... .. .225
60 -. o-100 . o--------------------- 

97,97% - - - - -- - - - - -- - - -4
143 I 96.41 harris, Forbes--------------395
142 95.25 ;._.do----------------------AM
179 36.50 -National City Co----------- 1
849 199Y4-100O -- do ----------------------- .20
04 --:--do"---------------- %
189 8101.32 - do----------------------- .42

.5 991 - do --------------------- .5
100 Union Trust of Pittsburgh.. I
99.25'_-do --------------------- 1
9 i Wood, Gundy & Co ........ I

78 National City Co ----------- I
791/ . do ----------------------
81 ----- do ---------------------
9. ,-. .... do ---------------------- t!

- 88 ;--do ------------------
99,1 !----do----------------------

2 100 - do ---------------------- 1
; " ,.....do .--------------------

97 i Kissel Kinnicntt & Co ..............
I M1 I Union Trust of Pittsburgh. 2

S 4 i ('hasp Securities Corpora -.......--
tion.

99! Wood, G undy & Co ...............

91) .--- do ......................
94.22 --- do ..................... "

09 J. P. Morgan & Co ..........
93% National City Co -----------.
94 ... do.....................
9 3'2..-.(10.........

--it . . .d . . . . . . . . .

..... 2

Interest
group
spread

Banking I Selling
group group

Spread spread

-25
--- --- -- --- --- - 34/

.: ------ -- - M34

-------------- -- 34- 4

----------.. IS.

---- ---- --- --- 2.25

,. : 3

------- 3 1.

i ........ 1 34F

Y44

-- - -- - 3
1----- 2M4

---------- ! 2%

1 2

......... 1 2
..... .....- 1 2

.. ... . 1 2
-- --- - - 1 2



AMortgage Bank or Chile --------- June 2, 192,.
Do o------------- ........... July 30.1926
Do ------------------------ Dec. 23.19.6
Do ------------------------ May 1. 1928
Do ------------------------- June 27,1929

COLOMBIA

Agricultural Mortgage Bank .- Oct.
Do -------------------------- Apr.

Municipality of Medellin ........ June

CUBA

Republic of Cuba -------------- Jan.
Do ------------------------ July

Havana Electric Ry. Light & Aug.
Power Co.

CZECHOSLOVAKIA

13,1927
23.1928
28,199-

15,1923
I, 1927

21.1925

Czechoslovak Republic ......... I May 21.1924

DENMARK

Kgdom of Denmark ---------- Oct. 22,1920Aoo --...------------------- .- Dec. 19.1921
City of Copenhagen --------- ,. Apr. 25,1928
Danish Consolidated ntunici- Nov. 4,1925

pal loan.
Jutland Telephone Co ---------- Oct. 23,1925
PrivatbankeniKjobenhavn..... Oct. 4. 1928

DUTCH EAST INDIES

Dutch East Indies----------Oct. 30.1933
Do -------------------- Ja. ?. 1923

Batavian Petroleum Co -------- Jan. 20, 1127

ENGLAND

Anglo-American Oil Co. (Ltd.). Mar. 26.1920
Cunard Steamship Co. (Ltd.) ..- Nov. .1925

Do ------------------ Nov. 7.1927
Debenhams Securities (L.td.) . - Mar. 8. 1928
Pinehin-Johnson & Co. (Ltd.).. May 28,1929

See footnotes at end of table

20. 000,000

10,000.00
20.000.000
5 ,000, 000f

5,000.000,
5.000.0009,0. 000 O. 00

50.000.000.00
9.000 000. 00
4.124.160.00

9.250. 0W0.00

25.000.000.01
30. 000. 000.00),
12.000.00. 00,
7,000,000.00

1, 000 OO. 00
10 4,020,000.00

* 2. ,100.000.0OI
0 24.250.000. 0o0
0 25,000,000.00

15.000.000.0
7,500.000. 001
2 50. 000. 00

'4,307.500.00f
' Z 3, 000. 1

6'4

6

6,
6

6
6Qj

i

5

, I

1957 1
1961 ,
1931
196t
1962

1147
1948
1954

1953
1112-1937

1952

1945
1942
1953
1955

93

96
92
87j

89%
91"!
901i

96.77
109
235

96
9l1%
93j97

Kuhn. Loeb & C o ....... ; 1N I I ------ d o ------------------------ 13, ----------- ----------

.do ....................... I ... ----------------- ------ do ------------------------ 1,j .......... ----------.
. -do------------------- 2 ---------- ----------

W. A. Harriman & Co ---- - ----------

Haligarten & Co ------------ .......... I.- :.---

99 J. P. AMorgan & Co ----------
101.1 ---- do ----------------------
240 W. A. Harriman & ('o..

96

100
943
94%
98%

I-

Nidder, Peabody & Co ------------- ---------- 1

N ational C ity C o ..................... ....................
do.....................................

Kuhn. Loeb & Co -- -.............................
Brown Bros. & Co ........................................

195 196 .---------- ------ H am bros B ank (L td.) I.. ... 1 ....
1943 -- ---------- Stockholm Enskilda Bank.....................

1933-1962
1963

5 1 1927 {
4,jj 19213P) ------------

95

99%
50.50
37.92

SIlabros Bank, ....... 3 ..........
U% !Dillon, Read & Co --------- ',-------- --------

100 J. P. Morgan & Co ..........
100 Brown Bros. & Co ........
100 0 ..... do ......................
51.50, Goldman, Sachs & Co .....
4 2 .5 0 H a l lg a r t e n & C o . . . . . .. . . . .

2
1%

2

....... o...

4
3
1- -

-- --- -

.......... .......... k

....... 4

--3
..... ...- 0 0

4..... 8 -- --- -- -- - -- -- --

....... --

I ----------



Record of Guarady Go. of New York in syndicates managed by others, 1921--1931-Continued

Issue

FINLAD
Republic of Finland ........

D o -------------------------
Do .......................

Finland Residential Mortgage
Bank.

Industrial Mortgage Bank ofFinland.
YaANCE

Government of French Repub-lie . . . . . . .. . . . . . .

D o-- - -- -- - -- -- -
Do------------------
Do -.................

Department of Seine ...........
Eat R. R. Co. of France .........
Framerican Industral Develop-

ment Corporation.
Frencb National Mail Steam.

ship Lines.
N By. Co ...................
Parls.yLon:*Medlterranean. R.

Citroen Socl6t6 Anonyme An-
dre.

Soclt dea Aclerles & Forges,
Firminy.

GERMANY

Syndicates managed by others

Cou-l
Date offered Amount of issue ponrate

Per cent
Mar. 19,1925 $10.000. 000. 7

Be 1412 1500 000 Q/Feb. 15,1928 15, 000. 000. 0( 5%
Sept. 28,1928 10,000,00o.0 6
July 9,1924 12,000,000.00 7

Sept. 9,1920 100,000,009. s
Mar. 25, M91 100,00, 00. 1h
Nov: 2,A 194 100,000,000. 7

My7,1928 1! Z9A3,500. 00 5Jan. 23,1922 25,000,000. 7
Feb. 3,1925 20, 000, 000. 7
Mar. 13, 1922 10,00, 000. 7p,

Oct. 3,1924 10,000, 0 00 7

Oct. 7,1924 15, 000, 000. 63,
Sept. 30,1924 20,000, 000. 7

May 23,1927 111,700,00. (1)
Jan. 21,1927 t 09, 600.1 (1)

German external loan....---- Oct. 24, 192jGerman Government inter- May 12,1 0
national loan.

State of Hamburg ------------ Oct. e 1926Free State of Prussia ........... - - pt. 13.1926
Do .................. O t. 13. It127City of Berlin --------------- .:: t May 29.10W28

City of Nuremberg...... .... Sept. 12,1927Central Bank for Agrirulture... 9ept. 18. 1925
Do .................... .- J y 11. 127
Do -.......--....- Oct. 14.1927

D. I----- :::MaY z 11UN

110,0oonmo.0
98, 250, 000. 0

10. 000, O. 001
20, 000, 000. 1
30, , 00.
15, o0, 0(10. 00

, 000,. OD00

30.0S0.30. 0050, ooo?, 41. 00
"(). fo. 000. 00.11) (XI, 0o. oo

Due

1950
1956
1958
1961

1944

1945
1941
1949
2003
1942
1954
1942

1949

1950

1949
1965

1940
1951
19521
1951
i952
1950

190
19611
1931

Cost
price

Per cent
89

* 90
89

* 923'

89

95
90
35.084

84
9.5

85

19.58
10.19

1%

1
99

Offering
price

Pei cent
94
94
2%
W4.

95

100
95
94&. 6
got,
87h99

91
88%
93%4

92
0

95

94
93
9159.5

Manager

National City Co ...........

----- 

do .....................
--- -do .....................
---do ------...............

Lee, Higginson & Co ------

3. P. Morgan & Co ..........
----- do ....................

.---. do .....................

Dlon, Read & Co ..........

I. P. Morgan & Co .......

Goldmnan, Sachs & co.---

Original
terms

spread

Interest Banking
group group
spread spread

..........

" "-------- ..

2-- -- -

Lazard Freres & Cie ........------.------.-------- I-
Hirschler & Cle .............

Selling

groupSpread

3 >
2
2 o
3

4
4 -

3

3 X

4 M

0

3 5
--- -- --

L0 .......... I ............I -

J. 1P. Morgan & (TO ......... 14 --------- 4
---do ..... .......... ..... ..........

Kubn, Loeb & Cuo..........

NKtinal City & ,--------------- ---------- -----

l r o ....... .......... . .C.........
.. .do ...............................lBrowit bros. 4. !...... ......
Eqluitable 'l'ntLst('o. of N. -Y .,....-.... ---
National City Co ......... .

..... do ............. ....... ." ..........I..: . ..
.. .| ................. ... ..... , . .. .. . ... . ' . .." :.. ...... . . .

.. . .. . . . . Io ..... ..........

to

Dillon, Read & Co ..........
J. P. Momn &- CoI

1

% ----------.I .-.-----



Consolidated agrfeultur.d lonn
to Provincial & communal
banks.

Consolidated munic. loan of
Saving Banks and Clearing
Associations.

Do .------------D o o----------- ............
General Electric Co. of oer-

many
Do ---------------- ---

Berlin City Electric Co., IlIw.).
Do ....................

Berlin Electric Elevator & Un-
derground Railway Co.

Deutsche Bank --------- -
1 Gesure" ..................
Hamburg American Line ....
Hamburg Elevated Under-

ground & Street Railways.
North German Lloyd-Brener.

Do ........................
Hugo Stinnes Industries, (nc.).
Continental Hydroelectric

Works of Upper Wurttein-
berg.

Westphalia United llecrie
Power ('orpo-tinn.

Oiroek I loveninjonItl
in . -

I'lly of Iltutualest %lI I till
Savings Ilank Vo. (I.11.).

lllHinug rlnn ('ePleill N1111t111u
Creflit Institute.

INI4LAND
Irish Free State ................

ItALy
Kingdom of Italy .............
City of Milan .................
City of Rome . .............
Banca Commerciale Italians ....11Flat" --------------------------
Italian Credit Consrtiunt for

Public Works ...............
Pirelli Co. of Italy ............

J 21.4 ,3l,I28

Feb. 23, 1I2O

Aug. 19, 1926
I -May 24.1928
Jan. 26 1tL5

May ±2, 1928Dec. 1I. 1926
Feb 15.1929
Nov. I2, 1926
Selyt. 14.1927
June 14,1928
Dec. 10. 1P25
June 6. 1928

Nov. 10. 1"27
Oct. 27,1928
Nov. 3, 192
Feb. 3, 19241

Jan. 23, 19X14

Ieuv. IlII, 91Y24
J1t1. .1, IMJPI

S11Yif2 I) 1929

June 2,1927

Dec. S,1927

Nov. 2D.1925
Apr 12,1927
Mar. 29,1927
Sept. 20,.3928

Juy 7,1926

}Mer. 22,1927

Apr. 28,1927

See footnotes at end of table.

2., M,000 N0.

15, 000, 000. 0

8.000,000.00
17,0,000.00
100. 000, OO. 00

1o. to), (u1.00
20,000. 00ft . 0
15. 000, 00. 0
15. 000, 00. 0

25. 0, 100. 00
5, 000. IlN. I
6.., 000. 00

8,(I), IN mo. I

21 , 000. 04
12,07.5, O00. O
12,150, 000. 0

20. U00.)0, Of

I1 Idx , ,. iM)
17. Oxg), IMM), (NJ

2.425, M,, 41). M

:I. ,M,!. IMMI. 0

15,000,000.0o

100, 0, 000.
30.OO, OMO.
30.000.000.0
9. 062,5.00

10,000,000.00
12,000,000.00
4,000,000.00

64

6%

Pi) 6 -

7

~7I

7

1947

1947
1947
1945

1941
1951
1959
195

1953
PY9840

1947

M ,6

1951

11153

11174
11917

190

1951
1952
1952

1916
1937

1947
1952

92914

61. 932

904

92',

974?

Ort,

11.1,1

94

21
884
88
69.7-5
89
94
93
941

94%

93%

.44

100

94

'M9

4

97

92
91
250

93
964
95%
99

L.ee, lligginson & Co ........

llarriB, Forbes & Co ......

.

do ....................

..... do ....................
National City Co ...........

.. --do ......................
1)illon. Head . Co .........

....
do ......................

Speyer & Co ..........

Dillon. Read & Co ..........
Ilarris, Forbes& Co ......
Speyer & Co ..............
Brown Bros. & Co ..........

14....

.----- 
--

Kuh:n, Loeb & Co ........... I .......... s..... (to ----------------------- 4.56 - -- ---- -- -
llalsey, Stuart & Co ... ........... .......
W. A. larriman & Co ..........................--

Sp'eyer & Co ........

2+1l)'4l
+ 
,t Is,+

illu~arue llalnk (1.1td)

S.IrIu1ll Field, Illore, Wa11rd .
& 4'o.

National City Co ..........

J . P . M o r g a n & C o . . . .. . . .
Dillon Fead & Co ..........
J . P . M o r g a n & C o . . . .. . .. .
Field Glore & Co.
J. P. Morgan & Co.

..........
I

----------
----------
----------

... iO .........................

- I

2

3

24

14o
143

2 "

24

34

24 2
125

3
22
2

.......... .......... 3

---.-.-.-..-.--------.-.-------

........... - --- --- ---

I



record of Guaranty Co. of New York in syndicates managed by others (19 --1931)- Continued

Syndicates managed by others

Issue Dae ou. Cost Ofru em ru ru ruDAount issue pon Due Original Interest Banking Sellingraeprice price Manager terms grup goup grurate spread spread spread spread

Per cent Per cent Per cent V
Imperial Japanese Government Feb 15 1924 $150.000,000.00 61t 1954 88. 92 J.I1. Morgan & Co ------------------------- 1 3Do ---------- ay 12.19I0 50000.000.0 19G5 I 90 - do ----------------------------------------
City of Tokio---------------- Mar. 21.1tI27 20.640.000.00 5,1 1961 S7 b9k. ___d4)------------------ ---------- ---------- 3 ~ 2 ftlCity of Yokohams ----------- Nov. 23,1926 19.740,00000 6 1961 90 93..- .do -----------------------------------Industrial Bank of Japan--Aug. 12.1924 22,. 0D -6 1927 97t.j 99 National City Co ---------.-------------------- )
Great Consolidated Electric July 18,1924 15.000,000. 7 1944 ,6 91h. Dillon Read & Co ----------------------------- 4hPower Co.

Do ------------------------ July 9,1925 1.1500.000.00 61.. 1950 82 86 .- do ................................. 1 3Nippon Electric Power Co- Feb. 9,1928 9.000.000.00 6/ 1953 883i 94 Harris, Forbes & Co -....... 3,. 2
The Oriental Development Co. Mar. 26.1923 19,900. 00. 6 1953 ' ! 92 National City Co .---------- --------------- 2Do ------------------------ Oct. 30,19,28 19.900.000.00 5' 1958 S7 90 ._-do .................................. 34 24Taiwan Electric Power Co_ -....June 26,1931 .2,800.000 0C 5!, 1971 s1 93!j J. P. Morgan & Co ..........................-- 2Tokyo Electric Light Co, ----- June 7.1928 9 21,870.000.00 6 1953 4S 90 1=ard Bros. & Co--------- '/...........................0Ujigawa Electric Power Co-.-- Apr. 21925 14, 000,000 7 1945 s43j 91 Lee Higginson & Co -------- 21 1

LV'XEIBOVIS; [

"Arbed" (United Steel Works) Mar. 31,1926 10,000,000.00 7 1951 .8.3, 92j Kuhn Loeb & Co .......... 21 ---- 2%
MIEXICO 9

Mexican Petroleum Co ---.---- Apr. 18,1921 10,000,000. 8 1936 !'4 98'j Blair & Co .............. I............................
NHEILA8Ini

Kingdom of Nctherland,; --- - r. 29. 1924 40, 000.000.1k 6 1951 5' (! '; 2 Kuhn, Loeb & Co-........-..................l~y 1)nt- Co.......ar. 21. 1930 40, to).000f. IX; 4-k 195 ~ mm~lloi (.d&C............. ... ....... 3j 2 '

NORl WAY

Kingdom of Norway ......... ept. 'N. 1l20 :20. (o). 0M. o S 1140 :I41, 100 National City Co ..... 4Do ----------------- (et. 16.1922 1S.1110.fa0).IW r 1952 97 100 ... _ do ............. ..... 2. 2
Do ------------------ -- Ag. 215. 11W L943 0W. (ft. .. to ..... ...........-- 1 2Do ----------------- ug 5. 1 r24 .Lx. 00G.( 19144 94 97 ...... 0.o ................. - 1%Do ----------------- 1--- June 1.1925 30, 0 000. 00 f,, 1965 95 96%j Blair & Co'---- ------..City of Bergen .................. Nov. 12,192 4. 000. 00. 1945 93.12 98 1ee flignson & - -....... "

CltyolChrstiania .... ()ct. 15.1920 5,00.C00.00 11M5 9.5 W Kuhn, Loeb & Co-- - -------------- 4Do --------------- _--- . Oct. i. 1924 2.000,0.00 1954 1A 98 ---- do ................................ 4



PAKAMA

Republic of P'anama .......... -- Iay 2.5,192?

July
Nov.
June
Aug.
Dec.
i)c.
Oct.

9,192
6, 1925
3. 1926

26, 1927
21 192724. 1925

Repthlie of Poland, stabiliza- Oct. I, 1927.tion loan.II

SWEDEN

Swedish Government ...........
Kreuver & Toll C( ............

Do .......................
Do ........................
Do ........................

8WrIZaRLAND

Oct. 27,1924Sept. 20, 192S
Mar. 7, ! 29
Ot. 2_ 1929

---do .....

Government of Switzerland- --- July 7,1920
City of Berne ................. Dec. 1. 120

VIMUGUAY

Republic of Uruguay ......... yA r. 21.,192 ;
DO-------------------- -110 9,1930

VENEZUELA

Colon Oil Co ------------------ June 28, 1928

9
14

PERU

Republic of Peru ru.............
Do ......................
Do ........................
Do .-----------------------
Doo -------------..........

Do

POLA'.t)

,5R),000. 00

2. S00, 0o. IN
7. SIX). M(. N,
2.0000, IN$). IX;

26.000, (04). Of
15.110.000.96

6 9, 7I ( 0. 0:

47, 01),(0). .

30.000.000.00
14.000. 00.00
26,.51.000. 00
2;. 000. 000. 00
30.000.000.00

2.5.000. 000 90
6..000.000.00

17. I5. 000.00

10,000,000.00

a

(II)

6

TOtal ------------------ --------....... 4.981. 5,260. O. -------

* Flat.
I Loan actually made in guilders.
Basis.
Average.

'Preferred.
Debenture stock.

6 Loss.
7Not retailed.

'Ck I W. A. larriuan & ('o ...*19.53

1932
1940
1944

1930

19147

1954

1940
1945

1960
19t4

1938

';

97

100

10
91

91

2R. 14
98

(13)
23

100
99

9S

100

.505.W,U5.2&58
1

131.051.46

.do ------------------ H -----
Speyer & Co .........................

Hallgarten & Co ......................
.- .do..............................

Lee Higginson & Co ------

I Shares.
Loan actually made in sterling.

Is Loan actually made in krones.
It Loan actually made In fracs.

Blyth. Witter & Co ...... I
... do.................. 2

..... do ..................... 2
---- do ---------------------- 3

J. & W. Seligman & l'o. 
..do ............. .... .. 1
..... do. .... ] 

Bankers Trust Co .......... 2

it Loan actually sada in marks,
U Market.
14 Banking crediL
U Par share.

National City Co ...........
Lee Higginson & Co ......

.do..................
.... do ----------------------

----------
31

----------

4

114

m •I -

3

.0

tz

tv

4

2,

0

C:

3 .

I



Record of Guaranty Co. of New York iv sytdicatcs m-anaged by others (1920-191)-Contihmed

Ihitrtst of (uaranty Co. of New York
-"- .. .. . . . . . . . . . .. - .. . .. -- -. . . . ..... ... ] I - -

Jssiuze Original terms Intermediate ground Banking gro-.p Selling group I Num-
Gross profit Dis- I Proft her of

Participa- Amount Participa- Amrn-t P-articip-i. Amount Partieipa. Amount retailon of profit tin of prfit tinu of prosi ten oW l:fit c ts

National Government of Ar- - ----- - ------------ '-.. .............. $9 000. $1.g15.00 $I,9-5.00 $340.0 W $1. 50.00D .......Rt n tine. ". . .. .Govermet.............................................. ------n 1,.2-,).001 30,932.51 30,32q 1 2.270.0 ff 62. 0 X 268Nation. I I i W
io ......... 0........ ............... ....... . 8o000.0 9.140.6m, 9.140.60 2s0.00: 88. 960.0: 45 t- ------------.... 45000000 .537 W.537..0. 91500 7,22.90 5Do ....... - .."....... ._'.... ........... Soo00..00 9.00.00! 9010.001 900.00 S.o110.O 103
i) ..................... ------------- ------... ...... ..... -------- . 0001,5 1

5 5. - - - . X1.0 10.8721.0. 11,87853.50 1 605.o l583.0. 25Do..5.0,(10 6 4) 7 .0.() (------------ --------------- 75 1653.5..------1 ,i)o ----- - ---- * --- - ---- , - )4.500, 00.00 62.11M00.0 !,211 . 00 001 . 5 .00 'rovince of Buenos Airs ----- - ---. :---....]-.......... ".2.W. MR00 4:,75.5002. 500.0000.00 2.ZLt. 11 105.98851 5.1877.50 100,1.61f ' 312)o ------------------ -------------------------- !-- ---------------- --- 1,. .80 3. 750. 1 1.000.000.00 22.5M1. 00 26;.50. 0; 1. .00. 1,6400' 4)a ....................................----........................ -- --- 0( . 00 15.0(V 0.00 300,000,000.00 75.00.00 90,000.00: 3.700.00 81,300.00 548City of tlue-noq Aire .. --- - ------- ------- ----------- ------------- ---------- --------------------------- M. 000. 00 15,711.35 15,711.351 403.75 15,307.60 110 0I)----------------------............................ 50. 00W.00 75). 00 750.00 ----------- - 7.0. 00 - -
tDo------------------ -------------- ------------ ------------- ---------- ------ --- - ------------- 50.0(1W.0MM0 750. 00 7 .....- 50.00'-- 750 ---City of ordoba -------------- ------ -------------------------- ---------- 150.(.0) 375. 15,00.00 3,00. 00 3,375. 00 137.50 3,Z.50-

Al'STRALIA - I i 4

Commonwealth ofAustr:dia ----------------- ------- .------------- ---------- 3.. 50, 000. 00 17.500.00 2.235.000.00 33.377. 82! .50 877. S2' 5,895.00! 44,982.82 245D------------------------- ------------ ------------- ----------- 2,00, ON).l 0 . 1100.0(K 1.5M1. 000. W 143.440.001- 29: 440.00' :3355.25 211,084.7.5 13 1-I.. .. 3, 00, 000. 00 1:12.5.( 2,000,0. 29,700.00 42,825.00 3, 100.75 19.724.25. 152 '1Dte of New South Wa.. ----------------. - - - --- -- 17,000.00 --. 25 350,000. 00 C,562.50 7,218.75- 910. 00 6,308.75 82State of 4.0 Sou 7Wles ---. -5.00'.6,615.00' 60---- -.-. " 4--.---.-- -.---.-- , m
tatof Quee5sland ---------- 01,000,000.00 7. 6. 35 -40.0W0.00 8.7500 16. G3 G. 35 225.00t 16,411.35: 137Do ---------------------- 750,000.00. 6.)501. 23 ----------- ------------------------- ------------ 250, 000. 00 4,375.00 10,876.23 445.00; 10,431. 23' 61

AUSTRIA

Austrian Government ........ 500,000.00 4,016.00 ------------------- -------------- ------------ 750,000.00 22,440 001 26,456.00 299.00 23,6W.00 44Austrian Government Inter- ' I . Inational luan of1930 .------ 1,125,000.00 9,000.00 1,000,000.01) 7,900.00 .-------------- ---------- 850,000.00 14,8 00 31,775.00: 8,355.00 23.420.00: 116



k E LII' I II I II1 1 i l II II

Kingdom of elgium . .12,0,0.000 0,.2, 421,000.00 27,101.591 7, 782.4 ----.. 7,782.84-.-Do ....................... 25, 000, 000. 00 242,0 .6.07 7750,(00.00 77,500.00 ........ ................ 1, 035, 000.00 53,20.4 6 17CI 5 ......... 373,176.53 .....Do ----------------------- 15,000,000.00 150,000.00 4,00,0000.00 46.5.00 .--------- ,- - 415,000. 2 5. IDo ------------------ 2,15.00.00 1,4;.. 8 ------------------ ,000.00-- ------ 0.. 07M 8W 217, :353:53 71 -------- 22 5351 7!.------2,1,--000.-00 16,429.87 1,270,000.09 22.137.'0 i  3M, 567. 37 751 . 17 31,049.20 67)O ...................... 15,000,000. 00, 172,(10. 00 1-0--.00 30. 01) 2.5W0000.001 49,129. -% 221,979.56 5,587.50 216,392.0; 413)o --------------------- 5. 000, 0000 250 M9:. 33---------------------- 7.0 F0. (00. 00 37.500.00 3. 615, 000. 00 97,0419751 385 443. 08 10.484.74 374,958.34 6820------------------- .5000. 000. 00' 250.W0. 00 -------------- --------. . 60MiI 4x. 000.00 3, 6W,0W.00 ,, 8C8w9.00 384899.00 6. 633.75 378,265.25 545Do (stabilization oan)-..-. 25.000,00000 248,o.: .------------- -------- 00 0. ,00' 49,000.00 3. W,000.00 86,731.401 384,532.77 4,74500 379,787.77! 765olva y & Cie --------------- 2,000,0001 30,0 W. 00--------------------- 1,0 0.000.00 12 275. 93 1,000,00000 19,330.00 61,605.93 ----------- 61,05.93! -----
M ariaye ------------------------- -------------------- 2D,000.0012,25.000,2098312699831

------------------------------- ------ 1,26-- 83-- Lg3'1-4
united States (f Brazil -------------- --- --- -----. 150, 000. ! S.0, .100200001 3,112.50 3, 675.00 3,675. 00i 3Stateof Sao Paulo ----------- 2000 .001 tip'2W . " - ---" ..... .. ,000.02

Do ---------------- -- :1------------6,---- --.----7----------30-00-00--2-0--mo-0.M-4-75.0-Do ----------------------- - - -------- -------- ---------- 3 40,000.0 82.0 82M07.0 4.5.0Do .. . . . .. . ... 40000.00, 2,000.00' 0,0000.~ 8200 980.6 0M 421.25 9,71 156
CJ.NADA ,,207000 490 0

Dominion of Canada --------- "6,500,000.00! 3 500. 00 4.00, 000. 00' 3-, 946. 00 --------------- - , 000. 0 12,217.00 80,663.0 5,742.50 7A
Canadisn National Rys ----------------------------------- - 40L 4, 87. ------Canadian Nao Rys. ------------- --- -------------- ------------ 25,000.00: ,40 87 4,40L87 .......... 4,40L.

(Cnadian 'Northern Ry. t8Co ----------------------- , 2,00000. 00 2% 000.0 .----------------- - ---------- 1,500,000.00 28,162.0 - 4-------------48 ---- -Do --------------------- 0 Z ,00 , .00 0 ,00 . ...1------------- ---...------------- ------------ 5 25,000.00 9,,45.01- - - .o- . . . 2-,4.il 19Canadian National Rys. i I ------ ...
(Graid TrunkR-s.) --- 2,o00000.0 10,000.001 ------- ------------------- oM 

000
.OD. 86461.14 18,461.141 531.50 17,929.64' 117Canadian National Rys ---- 3, 75, 000. 00 7,489.51 ------------- ---------- 2,500,000.001 7,789.47! 16.278.&8 4,549 11,726.49 4Canadian National Rys. 5 4

(Canadian Northern Ry. .
Co a .i................. ,535,15r,:25- 7,338.83 - ------------------------------------- 741,000.00 5,488.00 2,826.83 1,647.33 11,179.501 22Canadin Natonal Rys. 14,440.00 ------------ -------------- ------------ 7 50,000.00 10,827.98. 25,267.98 7,315.00 17,952.98 12

Catnadian National Ry;. fi4 '

(Canadian Northern Ity. 3,420,000.00, 10,224.13 ------------- - ............. 1, 403, 000. 00 17,27250 27,49.63 3,658.75 23,837.88 15Co ------------------------- , , 18 000. 00- ..................................- "-..... . . ..------------ . --------- ------------- -------Canadian National y.-.2,5. . 00 2W4. o......................--.................... . 1,233,000.00: 7,7O,. 2 10,690.8! 4,.801.91 5,88A.894 122)o ---------------------- F. W, R22.50 41,036.43--------------- -------------------------- b78, OW.00, 10,951.2W 51,987.8M1 417.50 50,57018 126Do----------------------20,000.00D 9,7Pi9..81.-----------.-------------------------- 2, W0, 00. 00" 17,517.50 27, 307.31 .00311 160Do ----------------------- 8,750, 000. 00 57,,92.67 ------------------------------------- 1,000,00000 10,000.00 67,692.;7i 2,387.50 16,305 1 67 0(Canadkin 'NatiorwJ Steatm- ........................ 5351 i  67 M
Si o ....------------- 1,175.000.00 f 10. ----------- -------------- ------------ 1,175.000. 00 5,875. 00 12, 5. 71 2, 830. 9, 855.11, 89Canadian N ao enl Ry eau .. ..-.. . . .. .. .. . . .. . . . .. . . . .. .. . .. . . . . .. .. ..
anadianNorher. ty ----------- ------------- ------------------------- ------------ 00,000.00 4,295.48 4,295.48 639.16 3,656. 32 .Do ------------------- 89750000' x*5~.#3 ------------ ------------------ ------------ 500000.00 2,500. 00 3,352.63 1,510.131 1,842. 501.---Grand Trunk Rys 2,500,0 0. 00. 25,000.00 -------------...........------------------------- 500.,000.00 12,693.51 37,693.51 ---- - 37,93.51.Do---------------- 1,00,000.00 t,62.3------------ ---- -------- 250,00000 4,228.34 11,190. ----------- 11, 19 .72

National Transcontinental' -------
Ry. Branch Lines Co ---- : ------ 55, 000.00 4,961.09 558,000.00 8,340.00 13,301. 1,952.50, 11,34.59! 52Province of Alberta -. 300,-00---00- ,779.0.------------- ------------------------ . 265. 000. 00. 15,81.50. 19,51.511 15, 581 ! 501 77-. 011 35 C
See footnotes at end of tablok -4



Record of Guarardy Co. of New York in syndicates managed by others, 1920-I93!-Continued

I nturest of (Garanty (o. ul Now York

] ."t.ll 1* i rlgfnii|!

isrthqlpi-

tCA NAIA-W t~lINllIl

I'UVItI Iv fI 011-h -------- - . IM, Nt). INl .. . ................ (MY)ll, e .ofi
CI' Y of MoNUi ri ------------ (21111) .IN'

I)O --------------------- 1. 211, (I. IN
Do ---------------------- I.4,O0 IJ.U

('ity of Toronto ------------- 3.133,.f0]
Do --------------------- Z 933, m.
Do ----------------------- 798.571. 43
DO ----------............. L 913, 000. OV

Toronto harbor commission.
ers ----------------------- 285ee0.

Aluminium (Ltd.) ----------- Z 3, OW.Do ----------------------- 1. 8w . INN0. 1
Canada Cement Co. (Ltd.). 2, 0, O 00.
Canadian Pacific Ry. Co --- 4,250,00.

.......................-- 50. 000.
DO ----------------------- 1, 700, 000.0i
Do ----------------------- 7,200, 000.U
Do---------------------- 1, s. 00o.~
DO --------------------- 1, S40, eeO. on
Do --------------------- 3,50Q, O. 0
Do ---------------------- 7,100,000.00

Canada Steamship Lines
(L td .) ..................... ..............

Duke Price Power Co.,
(Ltd.) -------------------- 4,ee,OeOU.0o

Gatineau Power Co ........................
Montreal Light, hfeat &

Power Co ................................
D o ----------------------- --------------

Ontario Power Service Cor-
poatio .------------------ 4,750,000.00

CHILE
Republic of Chile ------------ 4.644.000.00]

- -o --------.. ..... ........

fit jorit

$I, M. 7.1. 77
17 4.01. 2!1

5. WI~. Ou
32,737.01l

4,261 627, 739. 0e

1,571.00}1
2S.330.003, 37. 50

37,078. 29
6, 521.3020,0ee.0]

31.5OO. Oc

9. (W.O0U
49,2O0.00
40, 4;9. 67
35,500.00

Iliaking

.......................- 4. 430 .000.

............ 300.1}00.O0...................... . 070, 0. 00
--. ---------. ---. ------. . l6 , 656.66

---------- -------- 3,740,000.N

--------- 1i -------- 1(. 000. WK

ft 00. 00------- ----- 3,700,0.O 001------------------ 500,000.00
35,774. 14j $3. 280,000 $8,285.0O51 830,00D. 001

-- ---

1"artivt'111 AII4111IIII
01111 1 l fit 1 ll~l

Iribui) $elling group

• rIlltlit I'liiili i- A intifti

. ........ $ 420, In). 9) $IA. Ai.
...... :i, M, li .0 i9, 37?. 2

.fleI, NNL o. W n '6, .!
. . ....... 1 I.14).I (I.00 21, MJI2. A----------- " 11,0ee.00 I. LJL 20
........... -- % K O. 00 816.454
.........---.Z 497., 00. 0( 1,072.3
------------ 8 a O .(K 6,675.22

-.-----.---. 1,89 eO.O 9.323.01

ft,367.55 I1f, hOD. 11 17,400.
h . . . 805, 000 .00 21 149.
11,010.39 ODD. 00 8,9n2

------.----- 5,405, 000.0 87, 2 K.
..........--- , .00 8, 250.

5,250.5 75, (300. 7,500.
16, 3. 2 Z 300.0. 34. i03, M.
1.950.00 725,000.00 8,266.12

23,192.6 2 375, 000. e 24. 1 75
. 4,845,000. 7Z 68Z2.5

27,9Z3.94 W6, 000. e 3 ,896.50

1,oee.ee 0,o.ee ,29.30

35,753.99 Z 700, o. 0e 7,5o.0
-------.---- o50,000.0 1,07.50

5, 000.00 400,000.0 9,o12 4
------ .----- 150,000.0 , s 75.0

6,225.00 1. 25, 000. 0 2.190.0

---- -i1 698. oDo.o 2. SM. 5i95. . ,l UK, 000.e 15 93.50

M._

14713. Ah 0%11:17. N

4.l, 1hf. 17 7,317. N21, ,142.90 . ..

11,08.1 3,170.ee
3f l4. 1 .

998.42 117?.
10, 937.84 2 5W. 41
17,06101 4. UK 25

1,571.0----------
54,117.55 ,2U".' 0
39,186.5---------
39,942. 5 .O

121,307.07 9,976.01
14,771.3 2, 734. 87
21.250.5 1,814.37
8Z 336.22 6.319.30
19.216.12 Z644. 0
96,495.37 4,547.0

113,152.17 10,244.20
96, 3O.44 S,917.50
3, W .5 z . 00(}

I3, 2. 99 3,7200

1057.50 92.5o

14.012 40 565.00
1.875. 00 217.50

78,474.11 1,486.25

71,377 93 -.......
= 869.471 27.50

$Ilgoonl lll

I'rolI t Ir iaf
rLtItI

300,11 Wn2f, 2. IN I11

7,1314.11) 27

3179. 82
8,434.44 as

12,456.36 82

1,571.00 1
3,291.5 95
39,18.5 115
39,417.89 77

114,331.06 206
IZ03q;.43 48
19.436.15 31
76.016.92 82
16.672.12 41
91.947.817 18O

10 907.97 344
87,432.94 192

1,. 50 (7)
179, 533.99 459

965.00 17

13.447.40 67
1.657.50 14

76,987.94 307

71,377. 93.24341L97 29L

I'nrlhlll.thlll

._ , -7. 341..



DO ------------ . MI0X.000. 00 ' 14,00000- ------ - .... 84. W00Do .----------- 1, 000, 000. 0f 8,7 5 0----------- 2'A. 0. (WDo ...................... *500.0o0. 00 2Z,625.00 - .......... Mi . W.000.
M o rtg a g e B a n k o f C h i le .--- - 9 .0 0 0 ,0 0 0 .0 0 9 8 , 4 . O r -.-- - - .- 3 ,- - 2 5 ,0 0 0 . 0

Do .-- ......... .......... 4,24m. 5m. 1o 113, 39. 14
Do ----------------------- 4.500, 000.00 70,820. 1 5 .......... ----------
Do ------------------- - 6.0 .0 o 93,110.55 -
Do. .000.000.oj 11,258.54 11. - - -

COLOIIIA

Agricultural Mortgage Bank 10-, (m0. . .0D -------- ----------- ------- ------------..................... ------ ---- -------
M municipality of M edellin ---- .----.-------- 00--- .------- .................- ,00 0. -

CUBA

Republic of Cuba -----------........ . .o. m N) ---- -D o ------------ ---. ---. --. . oso, o .o 1,764 . .. . . . ..01. .. . . . .. . . . .
Havana Electric Ry. Light I

& Power Co -------------- 1, 855, s 72.00 ;.3.,4. C91 ------------- - -------------

cZEC
HO

SLO
V A K

IA

Czechoslovak Recpublic------ -------------- ----------------------- --------

DEN(MARK

Kingdom of Denmark ...... - - - -
D o ----------------------- " ........ . .......... .. ..........

City of Copenhaen .......... -.... - ---- --- --: -- ------------
Danish Consolidated munic-

Ipal loan - - - - - - - - - - - - - - - - - - - - - -
Jutland Telephone Co ..... .. O 00 . 22'.1 .. .. .......... .......
Privatbanken i Kjobenhavn" .-------------- .---------- -----------. 34. (

" 
.

" 
10

DUCH~Y EST JNDIF4

Dutch East Indie ------------- -.s2.000.W00 44,.' 0
Do ------------------. 4.-60,0.00 . , -.r2,0 -

Bata...an P.trole. Co ------- ..........-------------- -: A 000. - I

ENCLAN

An o-American Oil Co.
(Ltd.) --------------------- 3. 000. 000. W 30.000 0------

CunardSteamahipCo.(iLtd.).

Debenh -.u securities( Lt.L). i- --,-- --.- --------.-
Pinchin-Johnson & Co.

(Ltl.) ------------------- -- 991.652.00! 683 0959 - - -

See footnotes at end of table.

-----------
------------
-----------

------------
---------- -

1. 134. (X

1, 000. o). tK
1, owo. m ) o05

100,000.0c

25, 000.06f

38,772. 4
24, 3:. .54
i.250.06

375.0

-----------. i ............. f. ............

1. 4W1.'X -7-,, 00o. 00 7,400.00

-------- 0,000. 0 13,75..001
------------ X 0.000. 00 1,750.00
---------- - 1 00( . . . 00

5.79-.. 1, M15.10.00 19.745. OC
1. 653. fll 400,00.10 f;, 940. 06

I M9to.&Ia, 1. 5M. OO. 00 28.50006K
28. W. 56 1. 60. 00. 00 27,527. M

------- 3.000.0011.00 66,937. SC
-------1, 0%, .000000 10,220.01

375. 0X 115.000.00 2, 300. 0
I 37:. M 100.1 (0 00 1.625. o

2.50.00 500,0000.0 11,887.54

1,517 . 00 5,113. ,a
......... .- 350.00101 2 ,625.

S 2. ,'' .0. . -.............. . .. .. . ..

39.541.3 1 . Z.321
17,343.61 339.79
64,029. 1'j 11, 896. 2.

155,168.12 3,9(W.8
180.776.64 3,9S3.7.
81,040.15 1, 819.54

15Z 970.551 3,=632.5
39,29. 5 9, 898. 6

2,675. 00 217. M
2,000. 00 97.5(

14,387.50 6120

33,913.501 1,837.06
4,389. 56.M

38,354.69 -------

2,5. 50 ..........

18,772.84.----
24,.335. 54 09.4

1,250.00 5,625. 0

375.00 50.0(
2,221.59 .......
1.334.00.----.

44, 850. 00 . .........

8.8W6.25 25,627.1

43,758.00
1,750.00 8M.05

21%00 ------
1.5W00 -----

'83.059.68 -----

38,238. 14
17,004.80
52,133.0

151, 173.21
176 792.89

79,220.6&
149.338. 01
29,394.9

2,457.5C
1,902.5S

13, 775.5C

32, 076'. 54]
3,832.91

38, 354. 61

2, "550. 5

38.77r 84
23.743. 0
*4,375.00

325.06
Z 221.50
1,334.06

44,850.06
38, 02.5.05

* 16,820. 74

43,758.06
950. 0C
250.0

1,500. 0C

$83,059.681 (7)

211
110
134
272
710
164
477
240

28 0

120

0

52 69
0

14

(7)

1 145 m0

8

0

V7)
7 !

32
1

|



Record of Guaranty Co. of New York in syndicates managed by others (192 O- 1 931)-Contijiued

Interest of Guaranty Co. of New York

Original terms Intermediate group Banking
lrhi~I'a- .\re1u1at ['artieipa- ie mount atii.

ieiz of profit tion of profit P tion

FINLAND

RJepubllcof Finillani-d ---- 0. $0 ----- $1. 4 .DO------ --- ------ ------- ------- :' J 3JJ7 .0,lODo ------- ------- . ...... 01) -nn Residential ,..ort- 1 IS,. 1. 37 5. 00,
gage Biank ---------------- 1..923.0. 2..31..Industrial Mortgage Bank of---- OD- Z-------- ----------------- 1-,144687.00-
Fn d.............. .. 1 "5 0750000 1.710.45': --------------- .......... 2.536.50000

FRANCEGovernment of French Re-L1
public -------------------------------Do 7.... -- -- -- ---- - -...... .... .000.000. 00D o --- -- -- -- -- ".-'-'-: ---- ---- --- -- --- --.. ............-- ------------... 7,.. ... . 00o , .0.0

Depa tme t o stne -------------- -- ------- I---------- -------- 6,000,000.00
1 000 .00, 5,000.000;'- ----- ---- .Eat It. i. (o. of Frj e .... 'I -------------- -

Frainerim-an lndtu:,rial )ecvc - - - 1
opme-it Corilportion 1 000 000 00. 1O(J 0 .00-Freinch N- -tion l -Mail --t -a-n . -
ship Line's ........ 4 #J
N.rd y.o. "...... 4 , ' .... --- --....................--200,O00.00P ris- Lyons-'%Ied it erranen AM W! 671 88:-------------;------

It.d Rl. Co. ---. ----- 00 3,71C . t . S ~Co -.. .. ...... . 0 0 U ,O 0 0. 1 9 ,6 6 7 .6 5 ' 1 , 50 0 .0 0 0 .0 0
iren-----------nony ----- 1- ---2Andre ---------............. W J, 700. 00, 133.124.52......."

SociAt de ALci-ries &Forges, Firminv ....-- 25.400 W' 4. 7O. 81
GEIL5IANY

German external loan --------- .!')0.000.0 27,.500.00 . .5.000,000 00German government inter- 1, 121,2.',O. 00 35,370............. ., 00
n a tio n a l lo a n . -... 0 , 0 0 0 0 0 )

State of Ilambtcrg .-'r,.. Stare. e . , r , ., .. . . . .. . . . . . . .. . . . .. . . . . . . . . .

i- - - - -.....

group Selling grolp

Ai unt Participa- Am,
of profit tion of ,l

$9. 195. 03 $1. 125. (). (V0
13.41,7. 41 1. 410, (0. W'
10. 487. 6 , 1. '.A3. 0o. oD

4.29- 5" 1.500. 00. 00

25.365 0 .00 7 o-.000o.00

80.000.00 3.500. 00. 00
35,000.00 3.50000000
60.000.00 4,000,000. 00
--.------ 400,000.00

2. 500. 001 150,000.00

........... 500.000.00

Wt. 72 200, 0000
......-1,t00.000. 06

6.094.3S 1,465. 00. 00"

lint

~o1it.

$3. 6,0. 001
31.1:0. (10
24,243.75.

24,940.75

67,526.44'

104071. 05i

112,279.38!95.592 90:
* 1,857.95.
13,622.47!
3.71271

1 6, 975. 00

7.015.42
20, 737. 60

31. 045. 00

), 1 ).00 3, 975, 000. 00 110,543.40
5, 000. 0 , 4,000,000.0 84 1, 450. 00

10 0 ,000. 2,300.0m
-I 37, 000. 00 2,911. 25)......... 1 375, 000. (x) 1;, 911. Z"

4;ro~ss Ip<fit ! is-
c oteiuts Profit

$61, 736. 41'$14.54C. Z51 $-9.190. 6
60,734. 12 

2
.0

52
.501 58,681.62

48,511-61 1.642.501 46,869.11

3Z 1I0f 771.251 31339.39

121,601.89 t 19.97,5. 00 101. 6289

-or. 
1 814,071.0147,jV.381-------- 1147, 279. 38

155,592.901,5124631 150,468.2-
61,857.951 '845.82, a2 703.77
18. 6M2. 471 462 501 18,159.97
6,212.71 132.50 '6,345.21

26,975 00' 1,6G5.00] 25,310.00

7, 847.14 5120 7,334.64
59,409. 4s 2. 872. 36 56,537. 12

59,807. OOJ 7,745.32 52,061.71

13314 52 133,124.52

4,740.81--------- 4,740.81

200, :43.40 9. 746. 01 210,2h9.40
144,820. 00 r, go 138,060.01

3. 000. 00 17250 Z 827.50
2 2, 0 17.50 2,132.2
62 z12z! 4. 729. 75 1 2,181. 1

Nun-her of
retail
sales

168

392

403

1 239

422

42

37
112

593

(5)

631

71
52
67

I



City of ] r lT i ................ ----------------------------------------------. . .....: 100, 000. 00' 375. 00 125, ,100. 00. 1. 512..'0 ,City of Nuremherg ........... i ------ - ------------ - 1010.000. 00 M.0 100, 000. 00 2, 2=0.
Centraljlnnkffor Agriculture . ............. -- ------- - -'-- 250. 000. (NJ 1,;Q ,.0 175. 000. 00, :. 03 1. ,

Do o----------------------- :o ---------. - 500. 0000. 0 1 IA47.4' 50. 400. 00) 7. SQ. 73.-
Doo. 1. 00. 000. 00 4.81.,8 S00, 000. 00 12,970. 00;
Do --------------- -, 000. 00 2, 9. 91 400,000.00 5,51Z.88!

Consolidated agrit.IGtural ---------- ' ' ,
loan to provincial and corn- , 0

--- -- ----- - --------- - ---------- 500.000.00 1.8,.00 50 , 000.00 10,000.00Consolidated niuni.ipl,' loan " , ;,
of saving banks and cer

ingasa ciaitions .. .0 0 ....------------------------- ------5 -. . . . . .. .- 1,300.000.00 36,71.& 75
Do ------------- 000.;WO00 1",0 53 4 -------- '------------ ------ 700,000.00 16,4i45. 09'
Do ---- - -------- "- ,3, w 5,317.21....... .......... 5:

General Elcrc... o ( ..r- ' 1,417,000.00 3,67.50. 00 0. 0 27......5
Mary ------------------ ': ------- ------- ------- ------------ 9 w 00' 258.75

Do -------------------------------- - - ' - - -5,0.0 fao
Berlin City E.ectric Co. ------ 250,000.00'-- 1,250.00-- M '00 0 fyr

I t---------------------------------------- ---------- I -i

Do ----------- -- --------------- -------------------------- ---------- 00,000.00 375. 00, 100. 000.00 2,27.58
Berlin Electric Elevated &

Underground Railway Co..---- . .. 0CM 12,375. 001
Deutsche Bank -------------------. - - - - 50,000 20035 0,000 680..- 0Ges&ure " 250, 000.00 1, 952. S 0

llamburg-Americ-m Line ---- - ----------- - ------- ------------- ------------ --- 200,0000 1 O,150.0
Hamburg Elevatedi Under- i I .

groimd & Stre.t Railways -.......... -............ -..................... 150,000.00, 56z50i  150,000.00 3,000.00!North German Lloyd-lire- II)000 4.3,0.........I12,1.0

men ........................ .M. NJ. ... 4.. . .....................0 - 1, , 000. 00 5,4.40', 1.50,0000.00
Do .................. 1, M. 0000 ,. 07. 0$ --------........ | ......... I ...................... -

Hugo Stinnes Jlustris(In c.) ---------------------- -- - - -- - - ------------ -- - - - - - ----------. : . .. . .. . . .. . .. , O,00 .uoi -,, 0( w w - - - - - -- - - - - - -(Ic). ... . . .. . .. . . ........................

Continental Hlydroelectric . 5 5
Works of Upper Wurttcm-
berg ...................... - --............ . . . . ...... 300,--. 00 3,000.00 300. 000. W 10, 062 50'

Westphalia United Elctric ' ,
lower Corporation --------- , .......................... ........... .................................. 100,000. 00 2, 50. 00

GREECE3
(;rtck (Government . 50,000.00 1,359.57

~~~~~------------------ ------- ------------- --------------Do ..... .................................. . . ...-- - - - --- ---------------- 100. 0R). 2 ,121.50
33V.,;ArY

City of Budapt-st Municipal 4X,6. 000. t0 5. 65. 60! ..........
Savings Bank Co. iI.tl.). I I

It.ngara ria Central Mutual --------------- --------- --..... .200,000. 00 906.51 202, 000. 0 4,545.00'
Credit Institute.

IREL, ND

Irish FreeState ------------- 6,60,000.0. 68,50.00 --------------------- 5,00,000.00 11.360.78 3,700,000.00 50,957.50

See footnotes at end of table.

1,037. ......--- 1,237. 501 2
2,750. 00 ......... 2, 750. 00 .....
6,61r8. 05 75. 1 00. . 5, 923. 05' 119
9, 311.20 ,43 50 7.878.70 83

17, 788.58 5,590.12, 12, I98. 46 101
8, 518 79 1, 23 50, 7,286.29 91

11,875.00 46,596.25: 6-34,721.251 (,

6, 727. 40 3,217,0: 60, 0, 90 220
28, r30. 3: 1,070.00: 27,460.35 138
36,3115.46 3b7950 3,50&.9 285

25K8.15 ------ 258.75 6
652.50 6 tSol, 590.00 10

1.250.00 ---.---- 1, 250. 00....
o60258 250.00 2,35258 2

1237500- 387.50 11,987.501 96
8,M&o05 885.62 7,92243 98
1, 952.50' 15.54 956.96 28
6,150. 00 345.00 5,805.00 43

3,56%2 50 3,S8250 '-2000 13

79, 951.91 8. 20.00 71, 661.90' 213
;, ---7. -. 56,067. 08 (7)

5, 000..----------- 5, 000. (A (7)

13,O6250 1,378.75 11, 683. 75' 85

2,2A 00 8,750. 00' ',85 0, 1

1,359.57 50.00 1,309.57: 1
" 124. 50 1359.00: 774.50 3

5.465. 60 - 5,465.60 (7)

5,451.51 --------- 5451.1 2

128, 818. 28 4.6!00: 124,196, 28, 735



Record af Guaranty Co. of New York in syndicates managed by others (1920-1931)-Continued

Interest of Guaranty Co. of New York

Tssue

ITALY

Kingdom of Italy ...........
(ity of Milan ..............
City of Rome ..............
Banca (Commerctale Italiana.

Fiat ...................
Italian Credit Consortium for

Public Works ............
Pirelli Co. of Italy ..........

jArAN.

Imperial Japanese Govern-
ment ....................-

Do .....................
City of Tokyo ..............
('it:: of Yokohama ...........
Industrial Bank of Jiaii.n ---
Great Consolidated Electric

Power Co ................
Do ....................

Nippon Electric Power ('o...
The Oriental Development

Co .......................
Do .....................

Taiwan Electric Power ('o.. -
Tokyo Electric Light Co -.
Ujigawa Electric Power Co

LUXEMBOUIRG
"Arbed" (United Steel

Works) .................
MEICO

.Mexican Petroleum Co ......
NEtHER! ANDS

Kingdom of Netherlands ....
Royal Dutch Co ............
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1,7W4). 250.(X
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6W.00 SR. M). 00
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17, 5w. (x
5,1.88. X0
5, 000. 0X,
3, 110. 52

40, 000. (X
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10,185.52
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23,702.50
19,288.33
18,880.00
83,423.64
88,172.10

127,395.27

2 50D. 00

5Z 22L.

1,047
498
415

a
159

170
25

845
257
156
130
7

151
100
235

161
168
129

(1)
59

299

(7)

307
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zation I=t.
SWEDEN

Swetish Government ......
Kreuger & Toll C ..........

Do ....................
Do -....................
Do ......................

SWITZERL\ 1)

governmentt of Switzerland-
City of Berne ---------------

URUGUAY

Republic of Uruguay.........
Do --------------------

VENEZELA

Colon Oil Co ..............

3. 9"0, 000. 0
3. 5w0). 000
r6,1'. o0. 00
6.04mi.2111kx00
6, 432, Of000

8, 000, 0.00

NORWAY

Kizdom of Norway. ........ 4. 500, 010. 00I1o ...................... 3, 740."'ZJ0. 0
D o ----------------------- 4. IS . o. M I
Do ----------------------- 4, W24, 000. 00X

City of Bergen --------------- 5000. 00. !
City of Christiania ----------- --------------

PANAMA -

Republic of Panama ------ 2. 230. 000. 00

PERU

Republic o Perr ............ 2, 500 000. 00
D o ----------------------- 1.5 o. 000. 00
Do --------------------- - M 666. 67
Do ------------- .--.. . 2 400.0D0. 00
D o ----------------------- 7A0. 00). 00
D o ------------------- .- -- Z :A o0 1
D o ---------------- .- 7 0.0

POLAN )

Republic of Poland, stabili- 9.400,000.001

-------i-----

Total ----------------- 1490.621,396. 814, 690, 453..3

7Not retailed.
0 Loan actually made in pounds sterling.
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---..------
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944 SALE OF FOREIGN BONDS OR SECURITIES

CORRESPONDENCE OF GUARANTY Co. OF NEw YORK WITH THE SECRETARY OF
STATE WITH REFERENCE TO THE LATTER's NOTIFICATION OF PUBLICLY
OFFERED FOREIGN ISSUES (EXCLUSIVE OF CANADIAN) ORIGINATED AND
HEADED BY GUARANTY CO. OF NLw YORK DURING THE PERIOD 1925 TO
1931, INCLUSIVE, ARRANGED ALPHABETICALLY BY COUNTRIES OF ORIGIN

COLOMBIA

INTERNATIONAL ACCEPTANCE BANK (INC.),
New York City, August 6, 1926.

Hon. LELAND HARRISON,
State Department, Washington, D. C7.

MY DEAR SECRETARY HARRISON: This will confirm our conversation on the
telephone this afternoon, in which I told you that we are negotiating in conjunc-
tion with the Guaranty Trust Co. of New York for a loan to the Department of
Antioquia, Colombia.

The purpose of this financing is the construction of a highway from Medellin
to the Gulof Darion, a distance of about 400 kilometers and the construction of
a port on the gulf. The total cost of this project is estimated to be about
$8,000,000. It is proposed by the department to issue bonds in series, as the
security which we require is made available. This security will consist of a first
lien on the liquor revenues of the department equal to twice the annual interest
and sinking-fund requirements of bonds at any time outstanding, and in addition
a first lien on the proceeds of a gasoline or similar tax which the department pro-
poses to establish in connection with the use of the new highway. Jt is believed
that sufficient security along the above lines will be made available in the near
future to warrant an initial issue of series A bonas in the amount of approxi.
mately $3,000,000. The bonds will bear 7 per cent interest and will mature
in 25 years and will carry provisions for a cumulative sinking fund Nuflicient to
retire each issue by inattritv.

It is believed that the initial issue of $3,000,000 together with the proceeds of
an internal loan recently made by the department will be sullicient to finance thme
construction of the first 180 kilometers of the proposed road, which will carry it
front Medellin to Dabaiba. This project appears to us to be economically sound
and much needed in the community.

We shall appreciate very much your advising us at your earliest convenience
whether the State Department sees any objection to this proposed financing.
The business has not yet been closed, but should you desire at this time any
further particulars, we shall be very glad to give them to you.

Respectfully yours,
-, Vice President.

DEPARTMENT OF STATE,
IJ'ashington, August 10, 1926.

INTERNATIONAL ACCEPTANCE BANK (INC.),
New York, N. 1.

Sins: I beg to acknowledge the receipt (f your letter of August 6, 1920, regard-
ing your interest in a proposed loan of $8,000,000 to the Department of Antioquia
Colonbia, for the purposes and under the terms indicated therein.

In reply to your request for an expression of this department's views, I beg
to state that in the light of the information before it, the Departmerst of State
offers no objection to the flotation of this issue in the American nmrket.

You of course appreciate that, as pointed out it tite department's announce-
ment of March 3, 1922, the Department of State (foes not pass upon the merits
of foreign loans as business prol)ositions nor assume any resltonsibilitv it) co-
nection with such transactions; also that no reference 'to the attitude of this
Government should be made lit any prospectus or otherwise.

I am, sirs, your obedient servant,
LELAND HARRISON, Assistant Secretary

(For the Secretary of State).

I
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INTERNATIONAL ACCEPTANCE BANK (INc.),New York City, March $0, 1927.

The honorable the SECRETARY OF STATE,

Washington, D. C.
Sin: The Department of Antioquia, Republic of Colombia, has authorized an

issue of $8,000,000 United States currency, for the purpose of completing the
construction of approximately 400 kilometers of highway from the city of Medellin
to the Gulf of Umba.

We are about to contract, on behalf of ourselves and the Guaranty Trust Co.,
for the purchase of $4,000,000 United States currency of the above-authorized
bonds to be sold in this market and to obtain an option on the balance. These
bonds bear a 7 per cent coupon and are to be retired at par or by purchase in
the market if the bonds are selling below par, by a I per cent sinking fund over
a period of 30% years. The bonds are noncallable until April 1, 1937, and are
callable from April 1, 1937, to October 1, 1946, at 102 and thereafter at par.

These bonds are secured by a pledge of 75 per cent of the revenue derived
from the liquor tax. The construction of the road is to be carried on by R. W.
Ilebard & Co. (Inc.), of New York, and the work on the highway has already
commenced.

In accordance with the notice as issued by the Department of State March 3,
1922, we wish to ask the Secretary of State for an expression of the department's
views with regard to the above loan.

:Respectfully,
---- , President.

INTRNATIONAi, ACEtI;TANCC ANi (INC.),
Neu York City, M!arch 30, 1927.

Dr. AlitHUH N. YouNG,
Economic A dviisor, Department of State,

Washington, D. C.
DI:ATi: D))rTOa Y-vrr;: I vin writing to confirm ouir tchl-lphoe convtrsation

JO to-day.
AS I uIgrecd I have despatehed a letter dressed to thle S,crctWy of State in

regard to fh I)eeartment of Antioqiuia, Itemilic of ('olozlubia, $5,l0),O00)loan.I w-mild v'all yotir attention tfo the fact that in my tele~phone c'tiver.sation I
said thatf this h;n was :a. part of a loan of $14,(i0,00lO % ihih find bern authorized
bv the (,,irruument. After I had talked ithl, yo I fvumid tlit lite aitount
authorized iy the (Goverment was $8,00,1001, altboigh the ( omriuucuut is
taking th( ,eeessnry stlls to increase this authlrization fromn $8,0,(I(00 to
$14,00,(00i0.

I should appreciate it greatly if you could give its s carlY a reply ts possible.
Thanyok yu for your kindness. "incerely,

DEP.RTI.WNT O' STATE.,
li'azshitylon, bireh 31, 19,?7.

INTERNATIONAL ACCEPTANCE, BANK (Inc.),
New York, N. Y.

Sics: I Ileg to ui.kiowledge the receipt of your letter of March 30, 1927,
regarding your interest in a loan of $8,000,000 to the DIeprtu.-ent of Antioquin,
R mublie o;f Coloilnin.

Iii reply to your request for an expression of this department's views, I beg io
state that in the light, of the information before it, the l)epnrtment of State
offers no objection to this financing.

You of ,,tirse allpreciate that, as pointed out in th- depnrtnent's announce.
uncut of March 3, 1922, the Department of State does not pass upon the merits
of foreign lonis as business propositions nor assuie any responsibility in coince .
tion with such transactions, also that no reference to the attitude of this
(,overment should he made in any prospectus or otherwise.

I am, sirs, your obedient servant, ]'IJA ND Ii AIiISON,

Assistant Secrctary/
(For the E'eeretary of State).
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INTERNATIONAL ACCEPTANCE BANK (INc.),
New York City, April 1, 1921.The SECRETARY OF STATE,

Washington, D. C.
Sin: We wish to acknowledge receipt of your letter of March 31 referring to

our letter of March 30, 1927, in which we advised you of our interest ill a loan
of $8,u0,0O to the Department of Antiolula, Republic of Colhnbia.

We note that in the light of the information before the department, that the
Department of State offers no objection to this financing. We appreciate, a
pointed out in the department's announcement of March 3, 1922, the Depart-
inent of State does not pass upon the merits of foreign loans as business proposi-
tions, nor assunie any responsibility in connection with such transactions. Also
that no reference to the attitude of the Governmenut should he made ill many
prospectus or otherwise.

We wish to thank you for your prompt reply to our letter of March 30.
Very truly yours,

.... ..... .- , lPreident.

INTERNATIONAL ACCEITANCE B1ANK (INC.),
New York City, October 2?, 1927.

The honorable the SECRETARY OF ,4TATE,
W|ashington, D. C.

SiH: We refer to our letter of March 30, 1927, and to your reply of March 31,
1927, with regard to financing by the I)epartment of Antioquill, Republic of
Colounlia.

In July we offered publicly $4,000.000 par amount of hondt, referred to il olr
letter. The total amount finally authorized by the department was $12,350,000
and we are now advised that the del)artnlent wishes to issue a second series of
honds in the par amount of $4,000,000. The proceeds of the issue are to Ibe
used for the general pnr)oses of the department, and in large part, we under-
stand, for the continuation of work on a motor roadway running (life north from
Medellin. As we inentioned in our previous letter, the contract for this con-
struction wais awarded to It. W. l10)ard & Co. (Inc.), New York, and work
comnnienced in September, 1926.

Wv shall be interested to hear if the Department of State has any olhjeetion
to thi. proposed financing, and reurain,despeet fully,

-. f, Vice President.

DEPARTMENT OF STATE,

Il'ashington, Octobtr 31, 192 ,.
I N'r'E.NATION^L ACCEPVTANCE ]lANK, (Inc.)

New York, N. V.
Sins: I fIeg to acknowledge the receipt (,f your letter (if Oetohuer 28, 1927,

regarding your interest in a loan of $4,000,000 to the I)elartinent of Antioquia,
]Aelphli (i f Colonliia.

lit reply to yonr request for in expression of this departiietit's views, I beg
to state thuit, in tile light oif the information before it, the Department of State
offers no (,hjection to this financing.

You of course appreciate that, as pointed out in the Department's announce.
mnet (if March 3, 1922, tHie Departineat of State does not pass upon the merits
of foreign loans as business propositions mnor assume any responsibility in connec-
tion with such transactions, also that no reference to tile attitude of this Govern-
muiemIt should Ihe ade in fily prospetiis or otherwise.

I aim, airs, Your ohedient servant,
FnANCIS AV1nuTI,

As.oistunt ASteretary
(For the Secretary of State).
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INTERNATIONAl, ACCEI'TANCE BANK (INC.),
NEw YORK CITY, June 5, 1928.The SECRETARY OF STATE ,

Washington, . C.
Sin: We have been requested by the Department of Antioqutia, Republic of

Colombia, to issue the third series of their 7 per cent external secured sinking
fund gold bonds, of which $12,350,000 principal amount have been authorized
and $8,000,000 principal amount issued by us to date.

The third series bonds are in all respects .3imilar to the bonds of the first and
second series, with which you are already familiar. The department has pledged
as security for the bonds of all series additional taxes, namely, the registry tax
and 75 per cent of the slaughter and foreign liquors taxes.

The proceeds of the issue will be used for general highway construction and
for the construction of the highway to the sea, a modern motor road, starting
front Medellin and (estined to reach the Gulf of Uraba on the Caribbean Sea.
For the first portion of this highway, the contract has been awarded to R. W.
hlebard & Co. (Inc.), New York.

We shall appreciate it if von will let us know whether the Department of
State has any objection to this financing.

Respectfully,
, Vice President.

DFPARTMIENT OF STATE,

INTERNATIONAl, ACCEPTANCE BANK (INC.), "ashington, June 7, 1AM

XVcu York, N. Y.
Sins: I beg to acknowledge the receipt of your letter of June 5, 1928, stating

that you "have been requested by the Department of Antiqouia, ltelmblic of
Colombia, to issue the third series of their 7 per cent external secured sinking
fund gold bonds, of which $12,350,000 principal amount have betn authorized
and $8,000,000 principal a unlit issued by us to (late."

In reply to your reouiest for ano expression of this department's views, I beg
to state that, in the light (f the information before it, the Department of State
offers 1,, objection to this financing.

You of course appreciate that, as pointed out, in the dvlpartinent's announce-
iaent of March 3, 1922, the Department of State does not, pass4 upon the merits
of foreign loans as bulsinesa propositions nor assume tany responsibility in connec-
tion with such transactions, also that no reference to the attitude of this Govern-
ment should be made in any prospectus or otherwise.

I an), srs, your obedient servant.
FRANCIS WIlTE,

Assistant ,ecrelary
(For the Secretary of State).

DENMARK JULY 15, 1925.
The honorable the SECRETARY OF STATF,

State Department, Washington, D. C.
Sin: We wish to advise the State Department that we have been invited to

submit proposals for an issue of $30,000,000 30-year 5 j per cent or 5 per cent
external loan gold bonds of the Kingdom of benmark. According to cable
information, other American banking houses have been requested to submit
bids of the same kind.

We are advised that part of the proceeds of tne loan are to be used to retire
on October 15, 1925, the outstanding balance of the $25,000 000 Kingdom of
Denmark 5-year 8 pei ceit sinking fund external go!d bonds (iated October 15,
1920.

We should appreciate receiving the Department's views with reference to the
proposed financing.

Yotrs very truly,
--- , Vice 1P"esident.
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DEPARTMENT OF STATE,

GUARANTY CO. OF NEW YORK, Washington, July 17, 19e5.

New York, N. Y.
SIRs: In reply to your letter of July 15, 1925, regarding your interest in the

purchase of a proposed issue of $30,000,000 30-year 5% per cent or 5 per cent
external loan gold bonds of the Kingdom of Denmark, I beg to inform you that
in the light of the information before it, the department offers no objection to the
flotation of this issue in the American market for the purposes indicated in your
letter under acknowledgment.

You, of course, appreciate that, as pointed out in the department's announce.
ment of March 3, 1922, the Department of State does not pass upon the merits of
foreign loans as business propositions nor assume any responsibility in connection
with such transactions, also that no reference to the attitude of this Government
should be made in any prospectus or otherwise.

I am, sirs, your obedient servant. JOSEPH C. GnEW,
Under Secretary

(For the Secretary of State).

MARen 30, 1928.
SECRETARY OP STATE,

State Department, Washington, D 0.
SIR: We are planning to submit bids for $50,000,000 31%-year 5 per cent

bonds or $55,000,000 34-year 4% per cent bonds of the Kingdom of Denmark
which are to be nonredeemable for 10 years and are to be retired through a
cumulative sinking fund commencing April 15, 1929. While we have not yet
been informed of the exact purpose of the Issue, we understand that the proceeds
will be used to consolidate floating indebtedness of the Government and for the
repayment of short term advances in connection with the reorganization of the
Landmands Bank.

We should appreciate very much receiving, at the department's earliest
convenience, Its views with reference to this proposed financing.

Yours very truly, K. W.,
Manager Foreign Division.

DEPARTMENT OF STATE,Washington, March 31, 1928.
GUARANTY CO. OF NEW YORK,

New York, N. Y.
SIRS: I beg to acknowledge the receipt of your letter of March 30, 1928,

stating that you are negotiating for a loan of $50,000,000 or $55,000,000 to the
Kingdom of Deniark.

In reply to your request for an expression of this department's views, I beg to
state that, in the light of the information before it, the Department of State
offers no objection to this financing.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in connec-
tion with such transactions, also that no reference to the attitude of this Govern-
ment should be made in any prospectus or otherwise.

I am, sirs, your obedient servant,
NELSON TRUSLER JOHNSON,

Assistant Secretary
(For the Secretary of State).

SEPTEMBER 7, 1926.
DR. ARTHUR N. YOUNO,

Economic Adviser, Department of State,Washington, D. C.

DEAR ARTHUR: We expect within the course of the next week to extend a credit
to the Danish Government to be used for export credits. The total authorized
amount of the credit is the equivalent amount of 20,000,000 kroner, in dollars.
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We expect to grant the credit in dollars, and the credit will run for a period from
one to five years. It is planned to issue tile credit in blocks of $500,000, at a rate
of interest of 4% per cent, and at the time of issuance of each block the maturities
and price will be determined. From the nature of the operation, we rather expect
that most if not all of the notes will be placed with banks. The Danish Govern-
ment will reserve the right to issue blocks in other countries if the market price
is more favorable than our own.

I naturally assume that the State Department has no objection to an operation
of this.type, but should appreciate your letting me know just as soon as possible
your views.

Very sincerely yours, RALEIGH S. RIFE.

DEPARTMENT OF STATE,
Washington, September 8, 1926.

GtARANTY CO. OF NEW YORK,
New York, N. Y.

Sins: I beg to acknowledge the rtceipt of your letter of September 7, 1926,
addressed to the economic adviser of this department, regarding your interest
in a credit to the Danish Government to be used for export credits in the author-
izCd amount of dollars euqivalent to 20,000,000 kroner. It is noted that from
the nature of the operation you expect that most, if not all, of the notes represent-
ing the credit will be placed with banks.

The department appreciates your courtesy in consulting it about this contem-
plated credit, which will probably not, involve a public flotation in the American
market. In the light of the information before it, the department has no objec-
tiol to this financing.

I am, Sirs, your obedient servant.
(Signed) JOSEPH C. GREW,

Under Secretary
(For the Secretary of State).

MAY 10, 1928.
The SECRETARY OF STATE,

State Department, Washington, D. C.
(Attention Dr. Arthur N. Young, Economic Adviser.)

Sin: We wish to confirm, as reported to the State Department by Mr. Vande-
vanter of our Washington office, that we are negotiating for an issue of gold
dollar bonds, limited to a total principal amount equivalent to 26,000,000 kroner,
at the rate or rate of exchange existing at the time of issuance thereof, to be known
as the Danish producers' loan fund guaranteed 5 per cent gold bonds, of which
it is expected that $2,500,000 principal amount will be sold in the near future.
Such bonds are to be auarantced by the Danish Government and are to mature
annually on a nate or dates one to twelve years frmn the (late of sucn bonds.
We understand that the proceeds of the loan will be used to advance funds to
productive enterprises.

We understand from Mr. Vandevanter that the State Department has no
objection to this financing subject to the receipt of formal confirmation of the
foregoing for the State Department's files, which we are accordingly submitting
herewith, and we should be ple:sed to receive confirmation by the State Depart-
ment of our understanding.

Yours very truly,

Manager Foreign Division.

DEPARTMENT OF STATE,Washington, May 12,, 192,8.

GUARANTY CO. or NEW YORK,

New York, N. Y.
Sins: I beg to acknowledge the receipt of your letter of May 10, 1928, regard-

ing your interest in an issue of $2,500,000 5 per cent 10-year bonds of the Danish
producers' loan fund.

I beg to confirm your understanding that, in the light of the information before
it, the Department of State offers no objection to this financing.
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You of course appreciate that, as pointed out in the department's announce.
ment of March 3, 1922, the Department of State does not pass upon the merits of
foreign loans as business propositions nor assume any responsibility in connection
with such transactions, also that no reference to the attitude of this Government
should be made in any prospectus or otherwise.

I am, sirs, your obedient servant. W. R. CASTLE,
Assistant Secretary

(For the Secretary of State).

APRIL 2, 1925.

The honorable the SECRETARY OF STATE,

State Department, VWashington, D. C.
SiR: We write to confirm the verbal message delivered by our Washington

office to the State Department to the effect that we are negotiating for an issue
of $3 000,000 25-year external 6 per cent bonds of the Copenhagen Telephone
Co., Copenhagen, Denmark. It is expected that the proceeds of this loan will be
used for extension of plant and equipment and other corporate purposes.

We understand that the department has verbally stated there is no objection
to the proposed financing, and we should appreciate receiving a written con.
firmation of this.

Yours very truly, Vice President.

DEPARTMENT OF STATE,Washington, April 9, 1926.
GUARANTY Co. OF NEW YORK,

New York, N. Y.
SiRs: In reply to your letter of April 2, 1925, regarding your interest in the

purchase of a proposed issue of $3 000,000 25-year external 6 per cent bonds of
the Copenhagen Telephone Co., Copenhagen, Denmark, I beg to confirm the
statement communicated to you by telephone to the effect that in the light of
the information before it, the department offers no objection to the flotation of
this issue in the American market for the purposes indicated in your letter under
acknowledgment.

You, of course, appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in connec-
tion with such transactions, also that no reference to the attitude of this
Government should be made in any prospectus or other advertising matter.

I am, sirs, your obedient servant,
(Signed) LELAND HARRISON,

Assistant Secretary
(For the Secretary of State).

JAN'UARY 26, 1929.
SECRETARY 

OF STATE,

Washington, D. C.
SIR: We are discussing with the Copenhagen Telephone Co., Copenhagen,

Denmark, an issue of $6,700,000 25-year sinking fund 5 per cent bonds, the pro-
ceeds of which are to provide in part for the redemption of the company's out-
standing bonds in this market and in part to provide funds for capital expenditures
and other corporate purposes. We would appreciate your advising us as to
whether the State Department sees any objection to the issuance of the above
loan.

Very truly yours, ELGIN E. GROSECLOSE.

DEPARTMENT OF STATE

GUARANTY CO. OF NEW YORK Washington, January 31, 1929.

New York, N. Y.
SIR: I beg to acknowledge the receipt of your letter of January 26, 1929,

confirming the information communicated to the department by yodr Washing-
ton office that you are discussing with the Copenhagen Telephone Co. of the
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Kingdom of Denmark the issuance in the United States of $6,700,000, 25-year,
5 per cent bonds.

In reply to your request for an expression of this department's views, I beg to
state that, in the light of the information before it, the Department of State offers
no objection to this financing.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits of
foreign loans as business propositions nor assume any responsibility in connection
with such transactions, also that no reference to the attitude of this Government
should be made in any prospectus or otherwise.

I am, sirs, your obedient servant,
(Signed) WILBUR J. CARR,

Assistant Secretary
(For the Secretary of State).

GERMANY

Dr. ARTHUR N. YOUNG, NOVEMBER 24, 1924.

Economic Adviser, State Department,
Washington, D. C.

DEAR ARTHUR: In accordance with your request, I am writing this letter as a
record for your files summarizing the information which I gave you over the
phone regarding the State of Bremen financing.

This financing consists of $5,000,000 one-year 7 per cent discount notes, of
which $1,000,000 will be taken by banks in Berlin, and $4,000,000 will be placed
by us probably both in New York and London. There probably will be no
C ublic offering, and the loan will probably be placed among various banks as a
asking proposition. The proceeds of the loan are to be used for development

of the port works of the State of Bremen. The loan is unsecured, but there is a
promise that the State will not pledge any of its assets or revenues as security for
a.loan until funds have been deposited with the paying agent for the payment of
these discount notes.

The State of Bremen contemplates at the end of the one year the flotation of a
long-term loan, to pay off the discount notes and for public works. We are
informed that this loan will be secured by the port dues, but on account of the
fact that they do not have all of their plans formulated, they have found it
necessary to do this temporary financing before the long-term financing is inshape.We wanted to inform the department through you of this operation, and I shall

be glad to have you pass on to me any views which may occur to you. You will,
of course, have in mind that this matter is still in the confidential stage.

Yours very truly, RALEIGH S. RAE.

DEPARTMENT OF STATE,

Mr. RALEIGH S. RIFE, Washington, November 26, 1924.

Guaranty Co. of New York, New York, N. Y.
Si: I beg to acknowledge the receipt of your letter of November 24, 1924, to

the economic adviser of this department confirming information previously fur-
nished by telephone regarding a proposed financing for the State of Bremen.

In reply I beg to say that in the absence of information concerning the attitude
of the German Government in the matter, and without knowing whether the
proposed financing has the approval of the authorities set up to administer the
Dawes plan, this department regrets that it is not in a position to express any
view with reference to this financing.

I am, sir, your obedient servant, LELAND HARRISON,

Assistant Secretary
(For the Secretary of State).

92928--32-PT 2- 42
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Private wire to Pitts, Washington office. NOWEMBER 28, 1924.
Please deliver following to Mr. Leland Harrison, Assistant Secretary of State:
"Replying to your letter of November 26 reference EA 862.51 B 75-7 the

minister of finance of the German Reich has written an official letter to the
State of Bremen to the effect that the ministry of finance has no objection to
the issuance of the $5,000,000 one-year loan. 'We fre given official permission
to publish this letter. With regard to approval by the authorities set up to ad-
minister the Dawes plan, by which we assume the department means the transfer
committee, we have received opinion of German counsel and verbal statements of
Mr. Owen Young while he was abroad the substance of which is that revenues
and assets of the State of Bremen are not specifically pledged under Dawes plan
and that as the transfer committee has to do only with payments which come in
under the Dawes plan the transfer committee could not 1)e expected to give its
approval or disapproval on such loans which are entirely out of its province.
We feel it no breach of confidence to say to our State Department that our repre-
sentatives in Paris, Berlin, and London have at various times discussed this
whole matter quite fully with Mr. Young and we havc had the benefit of his views
which we have always considered to be favorable to this business. Before leaving
Germany Mr. Young expressed opinion to our representatives that he saw no
legal objection to this loan so far as the Dawes plan is concerned. Same opinion
was also expressed by Mr. Gilbert's office. Mr. Young is out of town mtil
Tuesday next, otherwise we should have discussed the matter with him."

H. STANLEY, Presidcrt.

DEPARTMENT OF STATE,
Washington, December 1, 1924.GUARANTY Co. oF Naw YoRK,

140 Broadway, New York, N. Y.
SiRq: I beg to acknowledge the receipt of your telegram of November 28, 1924,

delivered to the department through your Washington office, with further refer-
ence to your interest in pending negotiations for a loan to the State of Bremen,
Germany.

In connection with this financing the department has already invited your
attention to the provisions of article 248 of the treaty of Versailles under which
the cost of reparations and other costs arising under that treaty or agreements
supplementary thereto are constituted a first charge upon all the assets and reve-
nues of the German Empire and its constituent States, subject to such exceptions
as the reparation commission may approve. The department has also referred
you to the provisions of a decree passed by the German Government on November
1, 1924, providing that authority must lie obtained from the federal minister of
finance for the flotation of foreign loans. The possible bearing of the Dawes
plan upon the future service of German loans floated in foreign markets has also
been brought to your attention.

Subject to these considerations and in the light of the information as hand, I
take pleasure in informing you that this department offers no objection to the
financing in question.

I aim, sirs, your obedient servant, LELAND HARRISON,

Assistant Secretary
(For the Secretary of State).

DEcEMBER 3, 1924.
The SECtF.'rARY OF STATE,

Department of State, Washington, D. C.
Sin: We beg to acknowledge receipt of your letter of December 1, 1924s

referring to our negotiations for a loan to the State of Bremen, Germany.
We thank you for the attention which you have given this matter.

Yours very truly, B. W.

By R. B. M.,Vice President.
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AUGUST 20, 1925.

Dr. ARTHuR N. YOUNG,

Economic Adviser, Department of State, W1 ashinglon, D. C.
DEAR ATRHUR: Mr. Vandevanter of our Washington office has suggested that

we write you direct about the Bremen matter.
You recall this is the proposition that I was down to see your people about

when we issued the 1-year notes. This loan is to be used to pay off the $5,000,000
one-year notes that we issued and the balance for public works, which we under-
stand are revenue producing.

We are discussing a 10-year 7 per cent loan with market fund of 5 per cent per
annum for purchase of bonds in the market at or below par. The bonds are
unsecured but we have the negative pledge clause which provides that in case a
loan is issued subsequent to this loan with a pledge of any of the assets or reve-
nues of the State, that this loan will be secured ratably therewith. We have
been advised that there is no property or revenues of the State pledged as security
for any existing loan.

If there is any other information you would like to have, please let ae know.
We are anxious to get clearance for'this master within the next few days.

With best wishes yours very truly,
R. S. R.

DEPARTMENT OF STATE,
l'ashington, September 2, 1925.Mr. RALEIGH S. RIFE,

Guaranty Co. of New York, New York, I. Y.
Sin: I beg to acknowledge the receipt of your letter of August 20 to the

economic adviser of this department in regard to the proposed loan of $10,000,000
to the German State of Bremen. It is understood that this loan is to be used
to pay off $5,000,000 of 1-year notes and the remainder for public works, prin-
cipally harbor improvements.

In this connection I beg to invite attention to the second paragraph of the
department's letter of December 1, 1924, to the Guaranty Co., relating to the
then proposed loan to Bremen.

It is presumed that in considering the disposal of these securities to your
America clients you have made sufficient investigation into the purposes to
which the money proceeds will he devoted to assure yourselves that tile loan will
increase the productivity of Germany in an amount at least sufficient to furnish,
directly or indirectly, tie exchange necessary for the service of the loan and to
facilitate payments under the Dawes plan. It is also presumed that, in connec-
tion with tile proposed loan, you have considered the provisions of the Dawes
plan relating to the control of the transfer of German payments made pursuant
to that plan. The Department of State does not wish to express any view at this
time as to the interpretation and apl)lication of these provisions or as to their
effects if any upon the service and repayment of loans such as that in question,
and the department of course reserves full liberty to take such action if any in
the matter in the future as may be appropriate. The department feels, however,
that it should eall these matters to your attention.

Subject to the foregoing, I beg to'advise you that this department in the light
of the information at hand, offers no objection to the flotation of this issue in the
American market.

You of course, appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in con-
nection with such transactions, also that no reference to the attitude of this
Government should be made in any prospectus or otherwise.

I am, sirs, your obedient servant, JOSEPH C. GREW,
Acting Scecretary of Stats.

DEPARTMENT OF STATE,
Washington, October 24, 1925.GUARANTY CO. OF N .EW YORK,

140 Broadway, A ew York, X. Y;
Sins: I beg to refer to the telephone message communicated to this depart-

meat by Mr. Van Devanter of your Washington office regarding your interest
in exercising an option held by you for the purchase and issue of an additional



954 SALE OF FOREIGN BONDS OR SECURITIES

$5,000,000 of bonds of the Free State of Bremen, Germany, of the same tenor
and for the same purposes as the issue of $10,000,000 recently floated by you.

Since the flotation of the German external loan provided for by the Dawes
plan, offerings of German loans in the American market have aggregated, ac-
cording to the information before this department, more than $150,000,000,
and it appears that a considerable volume of additional German financing is
now in contemplation. In addition to the public offerings referred to above,
the department is informed that a large amount of private bank and commercial
credits has been extended to German interests during the past year.

In these circumstances, the department believes that American bankers should
examine with particular care all German financing that is brought to their at-
tention, with a view to ascertaining whether the loan proceeds are to be used for
productive and self-supporting objects that will improve, directly or indirectly,
the economic condition of Germany and tend to aid that country in meeting its
financial obligations at home and abroad. In this connection I feel that I should
inform you that the department is advised that the German Federal authorities
themselves are not disposed to view with favor the indiscriminate placing of
German loans in the American market, particularly when the borrowers are
German municipalities and the purposes are not productive.

Moreover it can not be said at this time that serious complications in connec-
tion with interest and amortization payments by German borrowers may not
arise from possible future action by the agent general and the transfer comnmittee.
While the Department of State does not wish to be understood as passing upon
the interpretation or application of the provisions of the Dawes plan, or upon
their effect, if any, upon loans such as the one now under consideration by you,
it desires to point out that there is no clear indication of what the attitude of
the agent general and the transfer committee would be toward such loans in
the event of a scarcity of available foreign exchange embarrassing their opera-
tions in effecting the transfers nEcessary to the execution of the Dawes plan.
It seems to the department, therefore, that before issuing such loans you should
inform yourselves whether the transfer committee will place any priorities or
obstacles in the way of transferring funds for the payment of principal and in-
terest and that you should make clear to your clients the full situation.

A further point which the departnweit feels should be considered by you in
connection with the proposed loan is the provision of article 248 of the treaty
of Versailles under which "a first charge upon all the assets and revenues of the
German Empire and its constituent States" is created in favor of reparation
and other treaty payments, subject "to such exceptions as the reparation com-
mission nay approve."

These risks, which'obviously concern the investing public, should in the opinion
of the department be cleared up by you before any action is taken. If they can
not be definitely eliminated, the department believes that you should consider
whether you do not owe a duty to your prospective clients fully to advise them of
the situation.

While the foregoing considerations involve questions of business risk, and while
the department does not in any case pass upon the merits'of foreign loans as
business propositions, it is unwilling in view of the uncertainties of the situa-
tion, to allow the matter to pass without calling the foregoing ednsiderations to
your attention. In reply to your inquiry, however, I beg to state that there
appear to be no questions of government policy involved which would justify
the department in offering objection to the loan in question.

I am, sirs, your obedient servant, LELAND HARRIsoN

A8sistant Secretary
(For the Secretary of State).

SECRETARY OF STATE, NOVEMBER 11, 1925.

Washington, D. C.
SiR: We beg to thank you for your letter of October 24 regarding our exer-

cising an option for the purchase and issue of an additional $5,000,000 bonds
of the Free State of Bremen, Germany, on the same tenor and date and for the
same purposes as the issue of $10,000,000 recently sold by us.

We appreciate your calling to our attention the points mentioned in your letter
which had alreadi received our careful consideration in connection not only with
the previous issue of $10,000,000 bonds but our purchase of December, 1924, of
$5,000,000 1-year treasury notes of the State of Bremen. We have also had the
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benefit of conversation about these matters with Mr. Owen Young, Mr. Gilbert,
Mr. Schacht, and others.

We tnink it is-generally realized by the American public that while the entire
assets and revenues of the German Reich and its constituent states were made
subject to a first charge for reparation payments under article 248 of the Versailles
Treaty, that the enforcement of this charge is suspended during the operation
of the Dawes plan and that the revenues of the State of Bremen are not included
in the pledges made by Germany tinder the Dawes plan. It is our further under-
standing that while it is the duty of the transfer committee to transfer (so long
as such transfer does not jeopardize German currency or exchange) monies de-
posited in Germany for the account of the agent general under the Dawes plan
the transfer committee has no jurisdiction and does not purport to take juris-
diction over other transfers of money. We realize that the agent general will be
a competitor of anyone who purchases exchange in the market but that to endeavor
to take any other jurisdiction or to interfere with the payment or service of
legitimate lebts would mean the failure of the Dawes plan.

We agree with your sentiment that it is desirable that loans for German munic-
ipalities and states should be for productive purposes and in the case of Bremen
this is not only the fact but the use of harbor work to be done with the proceeds
of this loan should facilitate export trade n'1(h furnish additional foreign exchange
of which Bremen now receives a substantial amount annually from port dues.
The Berlin Finance Committee formed by the German Government to look into
the purposes for which German municipalities and states desire loans and to
prevent the issuance of those which are not incurred for productive purposes
has approved the issuance of the entire $15,000,000 Bremen loan.

As before stated, we thank you for pointing out these matters, all of which
we have considered, and in respect of which we have received the advice of Ger-
man and American counsel; and since vou have no objection to our offering the
loan in question we propose to go forward with it.

Very truly yours, President.

NOVEMBER 30, 1925.
The honorable the SECRETARY OF STATE,

lWashington, D. C.
Sia: We beg to refer to the telephone message conmmnicated to the depart-

ment by Mr. Van Devanter of our Washington office regarding our exercising
the option held by us for the purchase and issue of an amount of $5,000,000 of
bonds of the Free State of Bremen, Germany, of the same tenor and for the same
purpose as the issue of $10,000,000 floated in September. We also beg to refer
to the department's letter of October 24 and our letter of November 11 with
regard to the same matter. We are advised by Mr. Van Devanter that the
department wishes to have from us written confirmation of the above-mentioned
telephone message. We regret that we were under the impression that our letter
of November 11 to the department constituted a sufficient written confirmation
of Mr. Van Devanter's telephone conversation.

We beg to advise that on October 23 we telegraphed Mr. Van Devanter to
advise the department that we expected to exercise our option for the purchase
of an additional amount of $5,000,000 State of Bremen 10-year 7 per cent external
loan gold bonds, of which we had issued $10,000,000 on September 21, 1925, out
of a total authorized amount of $15,000,000; and that the use of the proceeds and
the other terms and conditions concerning this $5,000,000 are to be the same as in
connection with the $10,000,000 issue, and that this is merely completing the
total authorized, which was approved by the Berlin Finance Committee.

We hope that the foregoing written confirmation of Mr. Van Devanter's verbal
discussion with the department will fulfill the department's requirements, but if
there is any additional information that the department may wish, we shall be
glad to sutbmit it upon request.

We refer to the last paragraph of our letter of November 11. As the depart-
ment is doubtless aware, we have already proceeded with the purchase and issu-
ance of the aforementioned $5,000,000 of State of Bremen Bonds.

Yours very truly, J. R. S., Vice President.

I I
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SEPrTMBER 23, 1929.
The SECRETARY OF STATE,

Department of State, Vashington, D. C.
SI: We are negotiating for an issue of $5,000,000 6 per cent 15-year sinking

fund gold bonds, with stock purchase warrants, of Deutsche Dampfschiffahrts-
Geselischaft, "Hansa," Bremen. We understand that the proceeds of the loan
are to be used for new construction and to repay indebtedness incurred in the
development of properties and for other corporate purposes.

We should appreciate very much receiving, at the department's earliest con-
venience, its views with reference to this proposed financing.Very truly yours, A. S., Vice President.

DEPARTMENT OF STATE,
GCashington, September 25, 1929.GUARNsTY Co. OF Nnw YORK,

81 Nassau Street, New York, .V 1.
Sins: Receipt is acknowledged of your letter of September 23, 1929, stating

that you are negotiating for an issue of -5,0W,090 6 per cent 15-year sinking
fund gold bonds, with stock purchase warrants, of Deutsche Danipfsehiffahrts.
Gesellsehaft, "Hansa," Bremen.

In reply yo,; are informed that the department is not hiterested in this financing.
Very truly yours, NEi s T ausLo w JINsox,

Assistatif Secretar!
fFor the Secretary of State).

H1U.5GARY

APRIL 29, 1926.
The SECRETARY OF STATE,

State Department, Washington, D. C.
Sin: We are negotiating for an issue of $3.000,000 7cf per cent sinking fund

land mortgage gold bonds of the Hungarian Land Mortgage Institute (Magyar
F6ldhitel In tzet) of Budapest, Hungary. We are advised that the dollar
bonds which it is proposed to issue will have, in accordance with Hungarian
law, the following security: An equal amount of first land mortgages, made and
repayable in dollars; a special reserve fund amounting to 5 per cent of the bonds
outstanding, to be invested in dollar securities, approved by the trustee; and
the joint and several, unlimited liability of the members of the institute, con-
sisting of the holders of founders' shares and also of all mortgagors (in amounts
of 2,000 kroner or over) under all first land mortgages for the time being.

We should appreciate very much receiving, at the department's earliest con-
venience, its views with reference to this proposed financing.

Yours very truly, B. W., Vice President.

DEPARTMENT OF STATE,Washington, May 7, 1926.
GUARANTY CO. OF NEW YORK,

140 Broadway, New York, N. Y.
Sins: I beg to acknowledge the receipt of your letter of April 29, 1926, regard-

ing your interest in a loan of $3,000,000 to the Hungarian Land Mortgage
Institute and to state that in the light of the information before it, the Depart-
ment of State offers no objection to this financing.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in con-
nection with such transactions, also that no reference to the attitude of this
government should be made in any prospectus or otherwise.

I am, sirs, your obedient servi it LELAND HARRISON,

Assistant Secretary
(For the Secretary of State).



SALE OF FOREIGN BONDS Ot SECURITIES 957
FEBRUARY 9, 192g.

The SECRETARY OF STATE,

State Department, Washington D C.
(Attention Dr. Arthur N. Young, economic adviser.)

Sin: We are negotiating for an additional issue of $4,500,000 7% per cent sinking
fund land mortgage gold bonds of the Hungarian Land Mortgage Institute
(Magyar Foldhitel Intezet) of Budapest, Hungary. We are advised that the
dollar bonds which it is proposed to issue will have, in accordance with Hungarian
law, the following security: An equal amount of first land mortgages, made and
repayable in dollars; a special reserve fund amounting to 5 per cent of the bonds
outstanding, to be invested in dollar securities, approved by the trustee; and
the joint and several unlimited liability of the members of the institute, con-
sisting of the holders of founders' shares and also of all mortgagors (in amounts
of 2,000 kroner or over) under all first land mortgages for the time being.

We should appreciate very much receiving, at the department's earliest
convenience, its views with reference to this proposed financing.

Yours very truly,

Manager, Foreign Division.

DEPARTMENT OF STATE,
Washington, February 29, 1928.

GUARANTY CO. OF NEW YORK,
140 Broadway, New York, N. Y.

Sins: I beg to acknowledge the receipt from your Washington office of a
duplicate copy of your letter of February 9, 1928, regarding your interest in a
loan of 84,500,006) to the lungarian Land Mortgage Institute of Budapest,
Hungary.

In reply to your request for an expression of this department's views, I beg
to state that, in the light of the information before it, the Department of State
offers no objection to the flotation of this issue in the American market.

You of course appreciate that, as point -,d out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in connec-
tion with such transactions, also that no reference to the attitude of this Govern-
ment should be made in any prospectus or otherwise.

I am, sirs, your obedient servant, WV. N. CASTLE,

Assistant Secretary
(For the Secretary of S'tate).

MARCH 2, 1928.
The SECRETARY OF STATE.

State Department, Was8ington, D. C.
(Attention Dr. Arthur N. Young, economic advisor.)

Sin: Referring to our letter of February 9, 1928, and your reply of February
29 in connection with an additional issue of $4,500,000 7 . per cent sinking fund
land mortgage gold bonds of the Hungarian Land Mortgage Institute (Magyar
Foldhitel Intezet) of Budapest, Hungary, we advise having received notice
from abroad that the amount of the issue jay possibly be increased to an aggre-
gate of $8,000,000.

Yours very truly,

Manager Foreign Division.

DEPARTMENT OF STATE,
Vashington, March 7, 1928.GUARANTY Co. oF NEW YORK,

140 Broadway, New York, N. Y.
SIRs: I beg to acknowledge the receipt of your letter of March 2, 1928, in which,

referring to your letter of February 9, you state that the principal amount of the
loan to the Hungarian Land Mortgage Institute may possibly be increased from
$4, 500,000 to $8,000,000.
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In reply I beg to state that the attitude of this department remains as set forth
in its letter to you of February 29, 1928.

I am, sirs, your obedient servant,
NELSON TRUSLO JOHNSON,

Assistant Secretary
(For the Secretary of State).

OCTOBER 6, 1928.
SECRETARY OF STATE,

State Department, Washington, D. C.
(Attention of Mr. Arthur N. Young, economic adviser.)

Sin: We are negotiating for an issue of $5,000,000 National Hungarian Mort-
gage Institute, R. T. (Orszagos Magyar Jelzalog Intezet, R. T.) first mortgage
sinking fund 7 per cent gold bonds, series A dollar bonds, to mature in 20 years.
The National Hungarian Mortgage Institute, R. T. was established by the Royal
Hungarian Government, which owns 80 per cent of its capital stock, in Auglust,
1928, for the purpose of issuing bonds and making loans to industrial enterprises
and to public utility works operated by public bodies, such 1)onds to be secured
by first mortgages as well as by a reserve fund amounting to 20 per cent of the
outstanding bonds, to be invested in dollar securities. The institute is under the
permanent supervision of a commissioner appointed by the Royal hungarian
Government.

We should appreciate very much receiving, at the department's earliest con-
venience, its views with reference to this proposed financing.Yours very truly, A. SHRIVER, Vice President.

DEPARTMENT OF STATE,

GUARANTY CO. OF NEW YORK, Washington, October 11, 1928.

S 140 Broadway, New York, N. Y.
Sins: I beg to acknowledge the receipt of your letter of October 6, 1928,

stating that you are negotiating for an issue of $5,000,000 National Hungarian
Mortgage Institute, R. T. (Orszagos Magyar Jolzalog Intezet, R. T.) first mort-
gage sinking fund 7 per cent gold bonds.

In reply to your request for an expression of this department's views, I beg to
state that, in the light of the information before it, the Department of State
offers no objection to this financing.

You of course appreciate that, as pointed out In the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in connec-
tion with such transactions, also that no reference to the attitude of this Govern-
ment should be made in any prospectus or otherwise.

I am, sirs, your obedient servant, W. . C.sTLE,,
Assistant Secretary

(For the Secretary of State).

ITALY
NOVEMBER 30, 1926.

Mr. LELAND HARRISON,
Assistant Secretary of State,

Department of State, Washington, D. C.
DEAR SIR: We have been negotiating with "Montecatini" Societa Generale

per 1'Industria Minerari ed Agricola, an Italian corporation manufacturing
chemical fertilizers and allied products in Italy, for the purpose of an Issue of
$10,000,000 of its 10-year external sinking fund 7 per cent gold bonds.

The company advises us that the greater part of the proceeds of the loan are
to be used for additions and improvements to properties of the company and its
subsidiaries which should result in substantially increased earnings, and that the
balance will be used for additional working capital and general corporate purposes.

We are giving you this for your Information and we should appreciate receiving
the department's views with reference to this proposed financing.

Yours very truly, . R.

Vice President.
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DEPARTMENT OF STATE,

GUARANTY CO. OF NEW YORK, Washington, December 4, 1926.

New York, N. Y.
SiRs: I beg to acknowledge the receipt of your letter of November 30, 1926,

regarding your interest 4n a loan of $10,000,000 to "Montecatini" Societa Generale
per 'Industria Mineraria ed Agricola, an Italian corporation, for the purposes
and under the terms indicated therein.

In reply to your request for an expression of this department's velws, I beg to
state that in the light of the information before it, the Department of State offers
no objection to this financing.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in connec-
tion with such transactions, also that no reference to the attitude of this Govern-
ment should be made in any prospectus or otherwise.

I am, sirs, your obedient servant,
LELAND HARRISON,

Assistant Secretary
(For the Secretary of State).

JAPAN
Nowi.nrm 26, 1924.

Mr. LELAND HARRISON,

Assistant Secretary of State, Department o State,
R ashington, D. C.

DEAR MR. IIARRISO.s: In accordance with your request, I am writing this
letter as; a record for your files, smumarizing thie information which I gave you
in my interview yesterday regarding the Toho Electric Power Co. (Ltd.) financing.

Our friends Lazard Bros. in London have asked us whether we would be inter-
ested in an issue of $15,000,000 first mortgage sinking fund 7 per cent gold bonds
(ex act title not yet determined), to be secured by is first mortgage on all the

Sroperties of the company in the aiunsai district in and around Nagoya, Jalan.
n at sense this is a joint operation between New Vork and London because they

are expecting to float some £300,000 under the trade facilities act, guaranteed
by the British Government and at a much lower rate of interest than we could
market the bonds here.
We understand that the proceeds of this loan are to be used in part for funding

other short-term loans. We know that the company at various times lits pur-
chased considerable equipment from Anierican manufacturers, and that this is
its first dollar public financing.

We wanted to inform the department through you of this operation, and I
shall be glad.to have you pass on to nte any views which may occur to you.
You will, of course, have in mind that this matter is still in the confidential stage.

Yours very truly, RALEIGH S. RIFE:.

(Telegram)

GUARANTY TRUST Co. OF NEW YORK,

Delivery No. 138D. December 6, 1924.

CHARLES 1". HUGHES,
Secretary of State, lW'ashington, D. C. (December 4, 192j):

Reference Mr. Rife's letter of November 26. Department of State in the
light of the Information before it offers no objection to the proposed transaction.
It expresses the hope, however, that such part of proceeds of the loan as may not
be expended in Japan may be expended in the United States.

JUNE 28, 1926.
The honorable SECRETARY OF STATE,

Department of State, Washington, D. C.
(Attention of Mr. Joseph C. 6 rew, Under Secretary of State.)

SIR: We expect to submit a proposal to Toho Denryoku Kabushiku Kaisha
(Toho Electric Power Co. (Ltd.)), a public-utility corporation, of Tokyo, Japan,
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for the purchase of an issue of $10,000,000 of its 3-year 6 per cent gold notes,
to be dated July 1, 1926. The proceeds of this issue, together with proceeds of
a payment on capital stock heretofore subscribezi for, are to be used to pay the
corporation's existing bank indebtedness, certain of its funded debt maturing or
to be retired by sinking funds during 1926 and 1927, and for general corporate
purposes.

The writer to-day discussed the foregoing business on the telephone with Mr.
Joseph C. Grew, Under Secretary of State, who interposed no objection to the
proposed financing. This letter is Written in confirmation of the aforementioned
verbal discussion, and we should appreciate receiving from the department a
written confirmation that this understanding is correct.Very truly yours, J. R. SWAN, Vice President.

DEPARTMENT OF STATE,Washington, July 2, 1926.
GUARANTY Co., OF NEW YORK, New York, N. Y.

Sins: I beg to acknowledge the receipt of your letter of June 28, 1926. regarding
your interest in a loan of $100,000,000 to the Toho Electric Power Co. (Ltd.),
of Tokyo, Japan, for the purposes and tnder the terms indicated therein.

I beg to state that, in the light of the information before it, the Department of
State offers no objection to the flotation of this issue in the American market.

You, of course, appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in con-
nection with such transactions; also that no reference 'to the attitude of this
Government should be made in any prospectus or otherwise.

I am, sirs, your obedient servant, LELAND HARRISON,

Assistant Secretary
(For the Secretary of State).

JUNE. 7, 1929.
The honorable the SECRETARY OF STATE,

Washington, D. C.
Sins: We are discussing with the Toho Electric Power Co. (Ltd.), Tokyo,

Japan, an issue of $11,450,000 3-year 6 per cent gold notes, to be dated July 1,
1929. The proceeds of these notes together with cash now on hand are to pro-
vide for the refunding of $10,000,000 Toho Electric Power Co. 3-year 6 per cent
gold notes maturing July 15, 1929, and to provide for the payment of all existing
bank loans and funded debt to be retired by sinking funds during the remainder
of 1929.

We would appreciate your advising us as to whether the State Department
sees any objection to the Issuance of the above loan.

Very truly yours, ,Vice President.

DEPARTMENT OF STATE,

GUAANTY CO. OF NEW YORK Washington, June 18, 1929.

New York, N. Y.
SiRs: I beg to acknowledge the receipt of your letter of June 7, 1929, stating

that you are discussing with the Toho Electric Power Co. (Ltd.), Tokyo, Japan,
an issue of $11,450,000 3-year 6 per cent gold notes, to e dated July 1, 1929.

In reply to your request for an expression of this department's views, I beg
to state that, in the light of the information before it, the Department of State
offers no objection to this financing.
i You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in con-
nection with such transactions, also that no reference to the attitude of this
Government should be made in any prospectus or otherwise.

I am, sirs, your obedient servant, NELSON TRUSLER JOHNSON,

Assistant Secretary
(For the Secretary of State).
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JULY 15, 1025.

The honorable SECRETARY OF STATE,

,State Department, Washington, D. 0.
Sin: In confirmation of my telephone conversation with Mr. Joseph C. Grew,

Under Secretary of State, to-day, we wish to advise the State Department that
we have been negotiating and have submitted a proposal for an issue of $20,000,000
3-year 6 per cent gold notes of the Tokyo Electric Light Co. (Ltd.) (Tokyo
Dento Kabushiki Kaisha), of Tokyo, Japani. We are advised that the proceeds
of the notes are to be used to pay off the company's existing bank indebtedness
and to provide funds for construction purposes. No doubt the department will
be interested to know that of the generating equipment in the company's electric
stations more than 50 per cent is of American manufacture.

We inclose a proof copy of the proposed prospectus covering the alove issue.
We should appreciate confirmation that the department has no objection to

the l)roposed financing.Yours very truly, Y. R. SWAN, Vice President.

DEPARTMENT OF STATE,
Washington, July 18, 1925.

GUARANTY CO. OF NEW YOniK,

New York, N. 1.
Sins: In reply to your letter of July 15, 1925, regarding your interest in the

proposed issue of $20,000,000 3-year 6 per cent gold notes of the Tokyo Electric
Light Co. (Ltd.) (Tokyo Dento Kabushiki Kaisha), of Tokyo, .Japan, I beg to
inform you that in the light of the information before it, the department offers
no objection to the flotation of this issue in the American market for the purposes
indic.ated in your letter under acknu,,ledgment.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in con-
nection with such transactions, also that no reference to the attitude of this
Government should be made in any prospectus or otherwise.

I am, sirs, your obedient servant,.Josm~i C. GREW, Under" Secretary
(For the Secretary of State).

APRIL, 25, 1928.
Mr. WILLIAM &. CASTLE, Jr.,

Assistant Secretary of State. State Department,
Washington, D. C.

DEAR Mn. CASTLE: I am inclosing a formal communication addressed to the
Secretary of State regarding the forthcoming Tokyo Electric Light Co. issue.
Inuediately after seeing you the other day questions were raised as to a different
allocation of this issue between the three markets. As I thought it would be
desirable to have it in more or less complete shape I have postponed sending this
letter to you until those figures were more nearly settled.

I would like to take this olmrtunity of thanking you for the very pleasant
time which Bill Hamilton and I had with you at breakfast and to thank you for
the very satisfactory atmoshpere which you gave us. May I also use this letter
as a reminder of the suggestion that we should very much like to have an oppor-
tunity of discussing this matter, of course in general terms, with his excellency,
the Japanese ambassador to the United States. If you would be so good as to
inform him that we should like to entertain him at luncheon when he is next in
New York, at which time we can discuss this matter, it would be very much
appreciated by us.

With best, regards and again thauking you for your kindness.
I am faithfully yours, B.

Vice President.

AParL 25, 1028.
SECRETARY OF 

STATE,

Department of State, Washington, D. C.
SIR: We are negotiating with the Tokyo Electric Light Co. (Ltd) a Japanese

electric light apd power company, for the purchase of approximately $70,000,000
principal amount of its first mortgage gold 6 per cent or 6% per cent bonds dollar
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series due 1953. In addition to the dollar series bonds the company expects to
sell approximately £4,500000 sterling series bonds due 1953 to Lazard Brothers
& Co. (Ltd.), and the Whitehall Trust (Ltd.) both of London, England, and
approximately *65,000,000 yen series bonds due 1953 to Mitsui Bank (Ltd.)
and Yasuda Bank (Ltd.), both of Tokyo, Japan.

All three series, equivalent at parities of exchange to a total of approximately
$124,301,750, are to be issued under one indenture by which all three series of
the bonds are to be secured, equally and ratably, by a direct first mortgage lien
on all of the company's fixed electric properties.

The proceeds of the proposed loan are to be used for the retirement of $24,000,-
000 gold 6 per cent notes due August 1, 1928, £3,600,000 sterling 6 per cent
debentures due 1948, *25,000,000 secured yen debentures, and all outstanding
bank loans, and for other corporate purposes.

This comprehensive financing, which follows the merger on April 1, 1928 of the
company with the Tokyo Electric Power Co. (Ltd.), will largely consolidate the
funded debt of the company, and will convert outstanding bank loans into long-
term bonds, thereby greatly strengthening the current position of the enlarged
company.

We are giving you this for your information and we shall appreciate receiving
the department's views with reference to this proposed financing.

Yours very truly, . W.

Vice President.

DEPARTMENT OF STATE,
Washington, April 27, 1929.

GUARANTY Co. OF NEW YORKc,

140 Broadway, New York, N. 1.
Sins: I beg to acknowledge the receipt of your letter of April 25, 1928, regard-

ing your negotiations with the Tokyo Electric Light Co. (Ltd.), for the purchase
of approximately $70,000,000 principal amount of its first mortgage gold 6 per
cent or 6% per cent bonds.

In reply to your request for an expression of this department's views, I beg to
state that in the light of the information before it, the Department of State
offers no objection to the flotation of this issue in the American market.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in connec-
tion with such transactions, also that no reference to the attitude of Nhis Govern-
ment should be made in any prospectus or otherwise.

I am, sirs, your obedient servant,
NELSON TRUSLER JOHNSON,

Assistant Secretary
(For the Secretary of State.)

NORWAY
FEHRUARY 24, 1928.

The SECRETARY 
OF STATE,

Stale Department, Vashington, D. C.
(Attention Dr. Arthur N. Young, economic adviser.)

Sin: We are planning to submit a bid for a $30,000,000 Kingdom of Norway,
30 or 35 year 5 per cent bond issue which is to be retired through a cumulative
sinking fund beginning five years after the issue date. We understand that the
proceeds of this loan will be used to consolidate floating indebtedness of the
Government.

We should appreciate very much receiving, at the department's earliest con-
venience, its views with reference to this proposed financing.

Yours very truly,
K. W.,Manager, Foreign Division.
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DEPARTMENT OF STATE,
Washington, February 29, 1 8.

GUARANTY CO. olr NnW YORK,

140 Broadway, New Fork, N. Y.
Sins: I beg to acknowledge the receipt of your letter of February 24, 1928,

stating that you are considering the submission of a bid for a $30,000,000 loan
to the Kingdom of Norway.

In reply to your request for an expression of this department's views, I beg
to state that, in the light of the information before it, the Department of State
offers no objection to this financing.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass on the merits of
foreign loans as business propositions nor assume any responsibility in connection
with such transactions, also that no reference to the attitude of this Government
should be made in any prospectus or otherwise.

I am, sirs, your obedient servant, W. R. CASTLE,

Assistant Seereary
(For the Secretary of State).

URUGUAY
NOVEMBER 13, 1926.

Dr. ARTHUn N. You-G,
Economic Adviser, State Department,

Washington, D. C.
DEAR ARTHUR: This is to confirm my telephone conversation with you that

we are planning an issue of $5,000,000 6per cent bonds with 1 per cent cumulative
sinking fund, due 1959, of the city of Montevideo, Uruguay. This is part of an
authorized issue of $9,000,000.

The loan is to be expended for street improvements, which consists of widening
certain streets in the center of the tov.n leading to the seacoast, and the construe-
tion of a boulevard along the southern coast line of the city from the breakwater
to the existing boulevard along the shore to the cast of the city. It is estimated
that there will be some 45 acres of land reclaimed, the shore line will be straight-
ened, and boulevard and beach improvements will be made. The city is levying
special additional real estate taxes on property adjoining the improvements, which
it is estimated will liquidate the loan.

From every standpoint of our investigation, we are convinced that this is a
constructive piece of work.

I am writing you this information so that you may he informed of our plans,
and I would appreciate any views you may have concerning the same.

Sincerely yours, RALEIGH S. Ri.

DEPARTMENT OF STATE,
Washington, November 16, 19-6.GUrARANTY Co. Or NaEW YORK,

140 Broadway, New York, N. Y.
Sin: I beg to acknowledge receipt of Mr. Rife's letter of November 13, 1926,

regarding your interest in the flotation of an issue of $5,000,000 6 per cent bonds
with 1 per cent cumulative sinking fund, due 1959, of the city of Montevideo,
Uruguay, this issue being part of an authorized issue of $9,000,00).

In reply to your request for an expression of this department's views, I beg to
state that in the light of the information before it, the Department of State offers
no objection to the flotation of this issue in the American market.

You of course appreciate that, as pointed out in the department's announce-
ment of March 3, 1922, the Department of State does not pass upon the merits
of foreign loans as business propositions nor assume any responsibility in connec-
tion with such transsecticns, also that no reference to the attitude of this Govern-
ment should be made in any prospectus or otherwise.

In connection with the carrying out of the proposed improvements, the depart-
ment hopes that American firms may be afforded the freest opportunity to
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compete for the proposed work on equal terms, and assumes that the proposed
contracts and the procedure in connection therewith will not in any way inter-
fere with such free opportunity.

I am, sirs, your obedient servant, LELAND HARRISON,

Assistant Secretary
(For the Secretary of State).

SELLING GRouP LETTERS, BANKING GROUP LETTERS, PURCHASE GROUP LETTERS,
AND PURCHASE CONTRACT

$10,000,000 STATE OF BREMEN; (GERMANY) 10-YEAR 7 PER CENT EXTERNAL
LOAN GOLD BONDS

One million five hundred thousand dollars of the present offering have been
withdrawn for simultaneous issue in Holland by Messrs. R. Mees & Zoonen,
Rotterdam, Nederlandsche Handel- Maatschappij, Mendelssohn & Co., and
Pierson & Co., Amsterdam, and $1,000,000 bonds have been withdrawn for
Switzerland by Credit Suisse and associates.

To be dated September 1, 1925. To mature September 1, 1935.

SELLING GROUP

NEW YORK, N. Y., September 21, 1925.
GENTLEMEN: We have purchased, when, as and if issued and received by us

and subject to approval of counsel, $10,000,000 State of Bremen (Germany)
10-year 7 per cent external loan gold bonds, to mature September 1, 1935. For
further details concerning this issue we refer you to the inclosed advanced circular.

We are forming (on a basis which allows its and our associates a profit) a selling
group, in which we may participate and of which we shall be managers, to offer
these bonds to the public. We hereby invite you to become a member of this
selling group.

Offering price.--The selling group will offer these bonds on Tuesday, September
22, 1925, at the list price of 9,13/4 per cent and accrued interest. Prom this list
price, out of the selling commission mentioned below, a concession of % per cent
may be reallowed to dealers and financial institutions including insurance com-
panies. Except as aforesaid, the list price must be maintained and no other
commissions or concessions may be allowed by you to others (including mem-
bers of this selling group).

Selling group members are permitted to offer these bonds in the United States
and Canada onlv.

Selling commi'sion.-A selling commission of 3Y per cent will be allowed selling
group members on confirmed amounts of bonds, such selling commission to be
subject to the repurchase penalty outlined below.

Sales subject confirration.-As selling group managers we plan to fill applica-
tions for bonds in the order received, but the right is reserved to reject any
applications or to treat them as subscriptions and allot a smaller amount than
applied for. The subscription books may be closed at any time without notice.

Reporting orders.-When orders have been reported by telephone or telegraph
such orders should also be reported by letter to Guaranty Co. of New York, 140
Broadway, New York, N. Y., in which it should be definitely stated that the
letter confirms such previous message.

Liability.-Other than your agreement to make payment for bonds confirmed
to you and your liability to take ap repurchased bonds as mentioned below, you
will have no commitment in this selling group.

Delivery date.-It is expected that trust or interim receipts will be ready for
delivery on or about October 6, 1925, at the office of Guaranty Co. of New York,
140 Broadway, New York, N. Y. Selling group members agree to take up and
make payment when called upon for bonds confirmed to them, at 94% per cent
and accrued interest less Yt per cent, such payment to be made in New York funds
or in State of Bremen 1-year external gold discount treasury notes due December
1, 1925, which will be accepted in payment at a price equivalent to a 4 per cent
interest yield basis computed from the date of payment for the above 7 per cent
bonds to December 1, 1925. As of October 6, this figures $993.926 fiat for each
$1,000 note. Payment of a. higher price for these notes will be considered a
violation of the selling group terms. The balance of the 3% per cent selling com-
mission will be paid at the termination of the account except as provided below.
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Date of termination.-The selling group will terminate at the close of business,
November 21, 1925, unless sooner terminated by us as selling group managers,
but may be extended at our option for a period or periods not exceeding in the
ag gate 60 days.

Repurchased beod.-Any bonds purchased or contracted for by us as managers
at or below the list price prior to the termination of the selling group must be
taken up upon our request at cost and accrued interest by the selling group
member to whom, as shown by the numbers, such bonds were originally de-
livered. We may in our discretion retain for selling group account the entire
selling commission on all bonds so repurchased which we shall not have elected
to require the selling group member to take up. It is understood that the
delivery of such bonds at the list price less Y4 per cent does not relieve the selling
group member from his liability to return such Y per cent to the selling group.

Advertising and circu/ars.-As selling group managers we expect to advertise
on Tuesday, September 22, 1925. Selling group members will be permitted to
advertise at their own expense on the day following the appearance of our ad-
vertisement. Circulars and circular letters are not to be mailed until after the
close of business Tuesday, September 22, 1925. Telegrams may be sent out
at any time on or after Tuesday, September 22, 1925. Circulars will be sup-
plied in blank in reasonable quantities upon request.

As managers we reserve the right, in our discretion, to change the offering
price, selling commission and concession at any time without notice and further
reserve the right to withdraw at any time and without previous notice the
privilege of any member of the group to place orders with us, for failure of such
member to maintain the list price, or for any other cause deemed sufficient by
us. We shall have full discretionary powers and shall have w'ithority to make
any arrangements or perform any act which we may deem expedient for the
promotion and diretion of the interests of the account. As managers we shall
not be liable in any way or for any matter connected herewith except for lack.
of good faith.

Pursuant to subdivision 3 of section 359-e of the New York General Business
Law, the undersigned, as selling group managers, will cause to be published a
State notice respecting these bonds in the form required by subdivision 2 of
said section 359-e.

Kindly wire Guaranty Co. of New York your acceptance or declination of the
invitation to become a member of this selling group and in confirmation of your
acceptance sign and promptly transmit to the undersigned the inclosed duplicate.

Yours very truly, GUARANTY CO. OF NEW YORK,

DILLON, READ & CO.,
Selling Group Managers.

By GUARANTY Co. OF NEW YORK,
ror the Selling Group Managers.

SEPTEMBER, , 1925.
TO THE SELLING GROUP ANAGERS,

Care of Guarady Co. of New York, 140 Broadway, New York City.
GENTLEMEN: The undersigned hereby accepts the invitation to become a

member of the above selling group upon the terms and conditions set forth.

Address to which all notices may be mailed -----------------------------

$10-000,000 STATE OF BREMEN (GERMANY) 10-YEAR 7 PER CENT EXTERNAL

LOAN GOLD BONDS

One million five hundred thousand dollars of the present offering have been
withdrawn for simultaneous issue in Holland by Messrs. R. Mees & Zoonen
Rotterdam, Nederlandsehe Handcl-Maatschapp~ij, Mendelssohn & Co., and
Pierson & Co., Amsterdam, and $1,000,000 bonds have been withdrawn for
Switzerland hr Credit Suisse and associates.

To be dated September 1, 1925. To mature September 1, 1935.
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RANKING GROUP

NEW YORK, N. Y., September 21, 1925.
GENTLEMEN: We have purchased, when, as, and if issued and received by us

and subject to approval of counsel, $10,000,000 State of Bremen (Germany)
1O-year 7 per cent external loan gold bonds, to mature September 1, 1935, more
particularly described in the inclosed advance circular.

We are forming a banking group, of which we shall be managers and in which
we may participate, to purchase these bonds from ourselves at 903 per cent and
accrued interest which price allows us a profit.

In this banking group we have reserved for you an interest of $- . This
interest is for your own account and may not be reoffered, subdivided, or
transferred.

We propose to offer these bonds to the public at 94% per cent and accrued
Interest through a selling group which is to receive a commission of 3% per cent
on confirmed sales.

Upon acceptance of the above participation you will become liable for the prin-
cipal amount of your participation and will share pro rata in the profits or losses
of the banking group.

All expenses in connection with the purchase and sale of these bonds will be
charged to this banking group. We reserve the right to trade in the bonds of
this issue and any profits or losses accruing through such trading will be credited
to or charged against this banking group.

Participants agree to take up and make payment for bonds when called upon
by us as managers upon five days' notice. "

As managers of the banking group we shall have full discretionary powers and
may hold without accountability for interest any and all banking group moneys
in general account. We act solely as agent for this banking group and shall incur
no liability except for lack of good faith.

This banking group will terminate at the close of business November 21, 1925,
unless sooner terminated by us as banking group managers, but may be extended
at our option for a period or periods not exceeding in the aggregate 60 days.

We shall advise you separately in regard to the selling group terms. In this
connection, attention is called to the fact that selling group members will be per-
mitted to offer these bonds in the United States and Canada only.

Kindly confirm your acceptance of the above interest in accordance with the
terms of this letter.

Yours very truly, GUARANTY CO. OF NEW YORK,

DILLON, READ & CO.,
Banking Group Managers

By GUARANTY CO. OF NEW YORK,
For the Banking Group Managers.

SEPTEMBER 22, 1925.
Messrs. DILLON, READ & Co.,

Nassau and Cedar Streets, New York City.
GENTLEMEN: Referring to $10,000,000 State of Bremen 10-year 7 per cent

bonds which we have contracted to purchase for yourselves and ourselves, this
is to confirm that our interests in the purchase are, respectively, 60 per cent for our-
selves amid 40 per cent for yourselves, after taking care of our German associates
to the extent of a 20 per cent interest in the bonds on original terms.

Will you please confirm that this is in accordance with your understanding
and oblige.,

Yours very truly, Vice President.

CONTRACT OF THE STATE OF BREMEN (FREE HANSEATIC CITY OF BREMEN)
WITH GUARANTY TRUST Co. OF NEW YORK-TEN-YEAR 7 PER CENT EXTER-
NAL LOAN GOLD BONDS DATED SEPTEMBER 1, 1925

Contract, dated September 21, 1925, between State of Bremen (Free Hanseatic
City of Bremen) (hereinafter termed "Obligor"), acting by Finanzdeputation,
thereunto duly empowered, and Guaranty Trust Co. of New York (hereinafter
termed "Trust Co."), of New York, United States of America. The Obligor, in
accordance with the authorization granted by a law of the State of Bremen,
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passed by the Burgerschaft of that State on July 6, 1923, by which the Finanzde-
putation, acting on behalf of the State of Bremen, has due authority to issue
$15,000,000 principal amount of its gold dollar bonds as hereinafter described,
hereby contracts to issue and sell to the Trust Co. gold dollar bonds of such
authorized issue in the amount and subject to the conditions as follows:

ARTICLE I

The gold dollar bonds are to be designated "State of Bremen (Free Hanseatic
City of Bremen) 10-year 7 per cent external loan gold bonds" (hereinafter termed
"bonds"), and are to be dated September 1, 1925, and to mature September 1,
1935. The bonds will bear interest at the rate of 7 per cent per annum from
September 1, 1925. Such interest is to be payable semiannually on March 1
and September 1 in each year, and coupons for tht collection of such interest
shall be attached to the bonds, the first coupon being payable on March 1, 1926.
Principal and interest and all other amounts in dollars mentioned herein are to
be payable in gold coin of the United States of America of the standard of weight
and fineness existing on September 1, 1925, at the main office of Guaranty Trust
Co. of New York, which is hereby appointed as paying agent of the loan, in New
York City, without deduction for or on account of any taxes, assessments or
stamp or other duties of any character now or hereafter levied or imposed by the
State of Bremen or by the German Reich or by any political subdivision or taxing
authority of or within the State of Bremen or the German Reich. The bonds
are to be coupon bonds payable to bearer, and are to issued in denominations of
$1,000 and $500 in such proportions as indicated by the Trust Co. The bonds
shall not be redeemable prior to maturity.

ARTICLE 2

The obligor will pay to the paying agent, as a market purchase fund, at its
main office in the Borough of Manhattan, city of New York, on or before the 1st
day of March and September of each year commencing March 1, 1926, a sum
equal to 2% per cent of the total principal amount of bonds presently issued pur-
suant to this contract, and in the event of the issuance of additional'bonds under
this contract, the obligor will increase such market purchase fund payments
by such sums, which payable in equal semiannual instalments, shall aggregate
2% per cent of the principal amount of such additional bonds. The market
purchase fund moneys shah be applied by the paying agent to the purchase of
bonds if obtainable 'at not exceeding par and accrued interest, plus the usual
broker's commission, at such times and in such manner as the paying agent may
determine. Moneys remaining unexpended and in the hands of the paying
agent on August 26 in each year shall be credited to the obligor for the market
purchase fund installment payment then due and any moneys in excess of require-
ments shall be returned to the obligor forthwith sfter each September 1. On
September 1 1935, any moneys then held by the paying agent in the market
.purchase fund shall be applied to the payment of the maturing bonds.

ARTICLE 3

The obligor, at its option, upon notifying the paying agent at least 15 days
prior to March 1 and September I of each year, in lieu of making the market-
purchase fund payments entirely in dollars as provided for in article 2, may on
or before February 23, and on or before August 26 in each year deposit with or
create a credit with the J. F. Schroeder Bank K. a. A. in Bremen Germany,
and/or with Messrs. M. M. Warburg & Co., Hamburg, Germany, in favor of the
paying agent of an amount of German marks which at the rate of exchange then
current shall be equal in dollars to one-half of the market purchase fund payments
due on the next succeeding March 1 and September 1. The obligor covenants
thereafter to maintain such deposit or credit in an amount sufficient to meet
one-half the dollar requirements of the market-purchase fund, the other half
being remitted as provided in article 2. The obligor hereby authorizes the paving
agent when and as it requires funds to purchase bonds for the market-purchase
fund, at not exceeding par and accrued interest, to draw on said deposit or credit
by sight drafts or cable transfers, and to sell such sight drafts or cable transfers

athe then current rate of exchange to an amount sufficient to provide for the
payment in dollars of the bonds purchased or to be purchased, plus the usual
broker's commission and plus one day's interest at the coupo, rate on the principal
amount of bonds purchased.

9292--32-Pr 2----43
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The balance of any deposit or credit established as hercinbefore provided, and
not expended for the market-purchase fund, shall revert to the obligor as pro-
vided in article 2.

The paying agent assumes no obligations in respect to the price or prices at
which it may sell sight drafts or cable transfers, other than to endeavor to obtain
the best price then current. It may itself purchase any such sight drafts 0: cable
transfers at the then current rate.

In case at any time the paying agent shall be unable for any reason to sell sight
drafts or cable transfers in an amount sufficient to provide the dollar require-
ments of the market-purchase fund, or if in the opinion of the paying agent
circumstances render it advisable that dollars be remitted by the obliger for the
full amount of the market-purchase fund requirements, the obligor will fortnwith
remit to the paying agent sufficient dollars to meet the purchase-fund require-
ments.

All bonds purchased for the market-purchase fund shall be canceled, and no
bonds of this loan shall be issued in lieu thereof.

ARTICLE 4

The obliger hereby approves the specifications and terms of the bonds and
all other statements contained in the prospectus dated September 1, 1925, for
the public offering thereof, a copy whereof is marked Schedule C and made a
part hereof, and agrees that the bonds shall conform with the foregoing provisions
and those contained in Schedule C and in the bonds, Schedules A and B hereto
attached, subject to such changes as may be approved by counsel for the Trust
Co.

ARTICLE 5

The total amount of bonds issuable under this contract wih be limited to
$15,000,000

he obligor agrees to sell and deliver to the Trust Co., and the Trust Co.
agrees to purchase and pay for $10,000,000 principal amount of bonds at the
price of 89 per cent of the principal amount plus accrued interest from September
1, 1925, to the date of payment by the Trust Co. of the purchase price; provided,
however, that tne Trust Co. shall have the right, by cable notice to the Finanzde-
putation of the State of Bremen, not later than tne date of delivery of the tem.
porary or provisional bond as provided in Article VII, to resell to the obligor and
the obligor will purchase from the Trust Co., at the said price of 89 per cent of
the principal amount plus accrued interest all or any part of $2,500,000 principal
amount of bonds.

ARTICLE 6

The Trust Co. agrees that on or before September 25, 1925, it will make a
public offering of $10,000,000 principal amount of bonds, of which amount
$2,500,000 will be subject to the right of the Trust Co. to resell to the obligor as
provided in Article V.

ARTICLE 7

On such date, not later than October 15, 1925, as the Trust Co. shall request,
the obligor will deliver to the Trust Co. at its main office in the city of New York,
or at the office of Guaranty Trust Co. of New York in Brussels, Belgium, one or
more temporar or provisional bonds substantially in the form attached hereto,
marked "Schedule B," duly executed, dated September 1, 1925, bearing interest
from September 1, 1925, for an aggregate principal amount of $10,000,000, less
such amount as the Trust Co. shall have resold to the obliger, and thereupon the
Trust Co. will make payment therefor by crediting the account of the obliger with
the Guaranty Trust Co. of New York, N. Y. The Trust Co. may extend the
time for delivery and payment for a period or periods not exceeding 20 days from
October 15, 1925. The obliger hereby authorizes Guaranty Trust Co. of New
York as paying agent of its $5,000,000 principal amount of 1-year external gold
discount treasury notes, due December 1, 1925, to set aside in a special account
out of the amount so credited to it the sum of $5,000,000 to be held in trust
and applied to the payment of said 1-year notes at their maturity on December
1, 1925. On such account the Trust Co. will allow the obliger interest to
December 1, 1925, at the rate of 3% per cent per annum.

The Trust Co. shall allow on all remaining moneys held by it, representing
the purchase price or any part thereof, of the bonds, interest at its then current
rate for domestic demand deposits.
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The obligor will deliver to the Trust Co. in New York City on or before May 1;
1926, definitive bonds engraved in America in confirmity with the requirement.
of the New York Stock Exchange for listing, substantially in the form hereto
attached marked Schedule A.

Pending delivery of the definitive bonds, the Trust Co. may deliver to sub-
scribers for such bonds its receipt or other writing evidencing the right of the
holder to receive an amount of such bonds specified in such receipt or writing.

ARTICLE 9

The obligation of the Trust Co. to take and pay for the said bonds shall be sub-
ject to the approval by counsel for the Trust Co. of the form and validity of the
bonds and of this contract and of the terms thereof, respectively, and of all pro-
ceedings and authorizations in connection with the issue of the bonds.

ARTICLE 9

The obligor represents that no restrictions are imposed upon it by the German
Reich or otherwise, which would hinder or prevent it from remitting dollars to
provide for the payment of interest, market-purchase fund, and principal of the
bonds and other amounts payable under this contract.

ARTICLE 10

The obligor represents that none of its assets or revenues are now pledged
as security for any loan. The obligor covenants that so long as any of the
bonds of this loan are outstanding, neither it nor any entity or body under its
control or in any way related to it, will pledge any of its assets or revenues as
security for any loan or obligation, public or private, without securing the bonds
of this loan eqiially and ratably therewith.

ARTICLE 11

The obligor agrees to pay the cost of engraving, printing, and delivering the
bonds (both temporary and definitive) and the receipts issued by the Trust Co.,
and of the exchange of the same for definitive bonds, and the cost of listing on
the New York Stock Exchange. The obligor will also pay the fees of German
counsel employed by the Trust Co. The obligor will also pay to the paying
agent for its services in the payment of interest on the bonds one-fourth of 1
per cent of the amount of interest paid; for its services in purchasing bonds
through the market purchase fund or for paying bonds at maturity one-fifth of
I per cent of the principal amount paid or purchased; for its services in authen
ticating the interim receipts and the temporary and definitive bonds 50 cents
for each signature; and will reimburse the paying agent for all its other expenses
incurred as paying agent of the loan and all its disbursements in connection
with any advertisement calling for tenders of bonds.

Funds necessary for the payment of bonds at maturity, all coupons and all
market purchase fund instalnents pursuant to Articles II and III will be delivered
by the obligor at least five days before the dates when the same shall be due.
Accounts referring to the payment of interest or to the payment of bonds pur-
chased, and the correspondence concerning the same will be carried on between
the obligor and the Trust Co. in English.

ARTICLE 12

The obligor agrees, within a period of one year from the date of this con-
tract, when ns and if requested by the Trust o., to issue, sell, and deliver to
the Trust Co. all or any part of 'the total principal amount of $15,000,000 of
bonds authorized to be issued under this contract, in excess of the amount pur.
chased and delivered under Article V hereof and not resold pursuant to said
Article V, as the Trust Co. may request, at the price of 89 per cent.

The obligor further agrees that, in the event that the said option is not exer.
cised as in this contract provided for the purchase of such part of the said
$15,000,000 principal amount of bonds as are not purchased pursuant to Article
V of this contract, it will not Issue or permit to be issued any additional bonds
under this contract.
The obligor agrees that. It will not sell or offer any of its external bonds or

other external obligations, expressly excluding Treasury bills having a maturity
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not exceeding three months, to any one other than the Trust Co. within a period
of six months after any such purchase by the Trust Co. or in any event earlier
than one year from the date of this contract.

ARTICLE 13

In case of the loss, destruction, or mutilation of any bonds or coupons, duplicates
will be issued upon proof of such loss or destruction or upon surrender of the
mutilated bond or coupon as the case may be, and upon the giving of indemnity
to the obligor and the paying agent, and upon payment by the applicant for such
duplicate of the cost of the preparation and issue thereof, providing that such
proof and indemnity are satisfactory to the obligor and the paying agent.

ARTICLE 14

The obligor has caused this contract to be executed in its name and on its
behalf by its finanzdeputation constituted by 4 members of the senate and 14
members of the burgerschaft respectively appointed by the senate and burger-
schaft, and hereby authorizes the temporary bond or bonds to be similarly exe-
cuted and the definitive bonds to be similarly executed, or to be executed with
such facsimile or manual signatures of the proper officers of its finanzdeputation
or other officials, as shall be in conformity with the requirements of the New York
Stock Exchange for listing. The coupons of the definitive bonds shall be executed
by imprinting thereon the facsimile signatures of the proper ,)fficitls of its finanz-
deputation. The bonds shall also bear a certificate of authentication of Guaranty
Trust Co. of New York as paying agent of the loan. No bond shall be valid or
negotiable unless so executed and authenticated.

ARTICLE 15

If the trust company shall be in doubt in any instance as to its rights or obliga-
tions as paying agent or otherwise, or the rights of bondholders under this con-
tract, it may, at the expense of the obligor, advise with legal counsel selected by it,
and anything done or specified in good faith by the trust company at paying
agent, or otherwise, in accordance with the opinion of such counsel, shall be con-
clusive in its favor as against any claim or demand by the obliger in the premises.

ARTICLE 16

Upon any and all moneys held by it in the market purchase fund or for the
payment of interest, the paying agent shall allow to the obliger interest at its
then current rate for domestic demand deposits; but no interest shall be allowed
on funds held for payment of bonds or for payment of interest, after the same
shall be due and payable.

ARTICLE 17

The obligor agrees to furnish at its expense, prior to the delivery of its temporary
bond or bonds, copies of such laws, ordinances, documents, and such assurances
and proofs of validity as the counsel of the trust company reasonably may require,
and such information concerning the State of Bremen, its loans, revenues, etc.,
as reasonably may be deemed useful in aid of the offering of the bonds in the
United States of America, and as may be required in connection with the listing
of said bonds on the New York Stock Exchange, and authorizes and instructs its
representatives to sign in its name the proper prospectus in connection with the
offering of the bonds and the requisite application for the listing of the bonds on
the New York Stock Exchange.

ARTICLE 18

The trust company is entering into this contract in contemplation of syndi-
cating the bonds and offering them for public subscription. If, at any time before
the prospectus has been issued, in the opinion of the trust company, the New
York market conditions for securities shall be materially affected by any financial,
commercial, or political crisis, so as to render the offering of the bonds to the public
impracticable, the trust company shall have the right to terminate this contract
by giving written or cabled notice to the obliger addressed to the flnanzdeputation
of the State of Bremen, Bremen, Germany. All notices and correspondence
hereunder shall be similarly addressed to the obliger.
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ARTICLE 19

The obligor will indemnify and save harmless the Trust Co. against and from
any loss, cost, or expense which it may sustain by reason of any delay or default
in the performance by the obligor of any agreement of the obligor herein or in
the bonds set forth.

The English text of this contract and of the bonds shall govern in the interpre-
tation of their terms.

STATE OF BREMEN,
(Free Hanseatic City of Bremen.)

By FINANZDEPUTATION,
By M. DONANDT, President.
By II. WENHOLD, Treasurer.

GUARANTY TRUST Co. OF NEW YORK,
By L. DE'WAELE.

SCHEDULE A

(Form of definitive bond)
No ....... $ ....

State of Bremen (Free Hanseatic City of Bremen) 10-year 7 per cent external
loan gold bond due September 1, 1935.

For value received, the State of Bremen (Free Hanseatic City of Bremen)
promises to pay to bearer the principal sum of ...... dollars '($ ---- ) on
September 1, 1935, and to pay interest thercor, from September 1, 1925, at the
rate of 7 per cent per annum, semiannually on March 1 and September 1 in each
year until the maturity of this bond, such interest to be paid only upon the pres-
entation and surrender of the attached interest coupons as they severally mature.
Both principal and interest of this bond are payable at the principal office of
Guaranty Trust Co. of New York, the paying agent of the loan, in the Borough
of Manhattan, city and State of New York, United States of America, in gold
coin of the United States of America of or equal to the standard of weight and
fineness existing on September 1, 1925, without deduction for or on account of
any taxes, assessments, or stamp, or other duties of any character now or hereafter
levied or imposed by the State of Bremen or by the German Reich or by any
political subdivision or taxing authority of or within the State of Bremen or the
German Reich.

This is one of anl issue of bonds limited to the aggregate principal amount of
$15,000,000 at any one time outstanding, constituting an external loan of the
State of Bremen and issued pursuant to and in conformity with law. The State
of Bremen has pledged its full faith and credit for the due and punctual perform-
ance of the obligations expressed in this bond.

The bonds of this loan are issuable in denominations of $1,000 and $500.
In and by the contract dated September 21, 1925, made by the State of Bremen,

as obligor, with the Guaranty Trust Co. of New York, in accordance with which
contract this bond is issued, the State of Bremen covenants with said Trust Co.
for tha3 benefit of the holders of the bonds of this loan, to make payment of certain
sums as a market purchase fund applicable to the purchase of bonds of this issue,
as will appear more fully by reference to the extracts from said contract inscribed
on the reverse hereof.

The State of Bremen agrees that so long as any of the bonds of this loan are
outstanding, neither it nor any entity or body under its control or in any way
related to it, will pledge any of its assets or revenues as security for any loan or
obligation, public or private, without securing the bonds of this loan equally and
ratably therewith.

This bond shall not be valid until authenticated by the execution of the cer-
tificate endorsed hereon by the paying agent of the loan.

In witness whereof, the State of Bremen has, caused this bond to be executed
on its behalf by its Finanzdeputation by its president and treasurer, as of Sep-
tember 1, 1925.

For the State of Bremen (Free lanseatic City of Bremen).
FINANZDEPUTATION,

By
By

Certificate of authentication: This is one of the bonds of the external loan of
the State of Bremen within referred to. Guaranty Trust Company of New York
as paying agent of the loan.
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(Form of coupon for $1,000 bond) $35
On the first day of - , 19 -, the State of Bremen (Free Hanseatic City of

Bremen) promises to pay to bearer in the Borough of Manhattan, city of New
York, State of New York, United States of America, at the principal office of
Guaranty Trust Co. of New York, $35 in gold coin of the United States of America
of the standard of weight and fineness existing on September 1, 1925, without
deduction for any taxes, present or future, imposed by the State of Bremen or the
German Reich or by any taxing authority thereof or therein, being six months'
interest then due on the State of Bremen (Free Hanseatic City of Bremen) 10-
year 7 per cent external loan gold bond dated September 1, 1925, No .-----

The State of Bremen (Free anseatic City of Bremen).
FINANZDEPUTATION,

By
By

(On the reverse side of each bond is to be printed a transcript of Articles 11
and III of the contract dated September 21, 1925, between the State of Bremen
(Free Hanseatic City of Bremen), as obligor, and Guaranty Trust Co. of New
Yor.)

SCHEDULE B

FORM OF TEMPORARY BOND

(Temporary Bond-Exchangeable for Definitive Bonds when ready for delivery)

No ....... $ ....
State of Bremen (Free Hanseatic City of Bremen) 10-year 7 per cent external

loan gold bond due September 1, 1935.
For value received, the State of Bremen (Free Hanseatic City of Bremen)

promises to pay to bearer the principal sum of ------ Dollars ($ ---- ) on
September 1, 1935, and to pay interest thereon from September 1, 1925, at the
rate of 7 per cent per annum, semiannually on March 1 and September I in each
year until the maturity of this bond, upon the presentation of this bond for the
notation hereon by tie paying agent of the payment of such interest. Both
principal and interest of this bond are payable at the principal office of Guaranty
Trust Co. of New York, the paying agent of the loan, in the borough of Man-
hattan, city and State of New 'ork, United States of America, in gold coin of
the United States of America of or equal to the standard of weight and fineness
existing on September 1, 1925, without deduction for or on account of any taxes,
assessments, or stamp or other duties of any character iow or hereafter levied
or imposed by the State of Bremen or by the German Reich or by any political
subdivision or taxing authority of or within the State of Bremen or the German
Reich.

This is a temporary bond of an issue of bonds limited to the aggregate principal
amount of $15,000,00 at any one time outstanding, constituting an external
loan of the State of Bremen and issued pursuant to and in conformity with law,
and is exchangeable for a like aggregate principal amount of definitive bonds,
with all unmatured coupons attached, when such definitive bonds are ready for
delivery. The State of Bremen has pledged its full faith and credit to the due
and punctual performance of the obligations expressed in this bond.

The definitive bonds of this loan are issuable in denominations of $1,000 and
$500.

In and by the contract dated September 21, 1925, made by the State of Bremen,
as obligor, with the Guaranty Trust Co. of New York, in accordance with which
contract this bond is issued, the State of Bremen covenants with said trust com-
pany, for the benefit of the holders of the bonds of this loan, to make payment of
certain sums as a market purchase fund applicable to the purchase of bonds of
this issue, as will appear more fully by reference to the said contract.

The State of Bremen agrees that so long as any of the bonds of this loan are
outstanding, neither it nor any entity or body under its control or in any way re-
lated to it, will pledge any of its assets or revenues as security for any loan or
obligation, public or private, without securing the bonds of this loan equally and
ratably therewith.

This bond shall not -be valid until authenticated by the execution by the paying
agent of the loan of the certificate endorsed hereon.
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In witness whereof, the State of Bremen has caused this bond to be executed

on its behalf by its Finanzdeputation, by its President and Treasurer, as of
September 1, 1925.

For the State of Bremen (Free Hanseatic City of Bremen) Finanzdeputation
B y ............
By

Certificate of authentication: This is a temporary Bond of the issue of the
-State of Bremen within referred to. Guaranty Trust Co. of New York as paying
agent of the loan. By ..........

$55,000,000 KINGDOM OF DENMARK, 34-YEAR 4% PER CENT EXTERNAL LOAN
GOLD BONDS

Not redeemable for 10 years except for sinking fund. To be dated April 15
1928. To mature April 15, 1962. NE.w YoRK, N. Y., A4pril 4, 19f8.

GENTLEMEN: We and our associates have purchased, when, as, and if issued and
received by us and subject to approval of counsel, $55,000,000 Kingdom of Den-
mark 34-year 4% per cent external loan gold bonds, to mature April 15, 1962. For
further details concerning this issue we refer you to the inclosed advance circular.

We are forming (on a basis which allows us and our associates a profit) a selling
group, in which we may participate and of which we shall be managers, to offer
these bonds to the public. We hereby invite you to become a member of this
selling group.

Offering price.-The selling group will offer these bonds on Thursday, April 5,
1928, at the list price of 95 per cent and accrued interest to yield 4.80 per cent.
From this list price, out of the selling commission mentioned below, a concession
of 34 p~cr ce:it may be reallowed to banks, dealers, and insurance companies only.
Except as afores..id, the list price mudt be maintained and no other commissions
or concessions may be allowed by you to others, whether or not members of this
selling group.

Selling group members will not be permitted to offer these bonds in European
or Canadian markets.

Selling commission.-A selling commission of 1% per cent will be allowed
selling group members on confirmed amounts of bonds, such selling commission
to he subject to the repurchase penalty outlined below.

Sales subject conflrmation.-As selling group managers we plan to fill applica-
tions for bonds in the order received, but the right is reserved to reject any
applications or to treat them as subscriptions and allot a smaller amount than
applied for. The subscription books may be closed at any time without notice.

Reporting orders.-When orders have been reported by telephone or telegraph
such orders should also be reported by letter to Guaranty Co. of New York, 140
Broadway, New York, N. Y., in which it should be definitely stated that the
letter confirms such previous message.

Liability.-Other than your agreement to make payment for bonds confirmed
to you and your liability to take up repurchased bonds as mentioned below, you
will have no commitment in this selling group.

Delivery date.-It is expected that interim or trust receipts will be ready for
delivery on or about April 19, 1928, at the office of Guaranty Co. of New York,
140 Broadway, New York, N. Y. Selling group members agree to take up and
make payment when called upon for bonds confirmed to them, at 95 per cent
and accrued interest, such payment to be made in New York funds. The 1%
per cent selling commission will be paid as soon as practicable after the termina-
tion of the account except as provided below. We reserve the right to withhold
delivery of 10 per cent of the amount of bonds confirmed to selling group members
during the life of the selling group.

Date o) termination.-The selling group will terminate at the close of business
June 9, 1928, unless sooner terminated by us as selling group managers, but may
be extended at our option for a period or periods not exceeding in the aggregate
60 days.

Repurchased bonds.-In respect to any bonds repurchased in the market by
the managers during the life of the selling group at or below the original list
price of 95 per cent and accrued interest, the managers reserve the right to with-
hold the selling commission from the member to whom such bonds were originally
delivered or to require such member to repurchase such bonds at the cost thereof



974 SALE OF FOREIGN BC NDS OR SECURITIES

to the managers even though bonds delivered to such member against such re-
purchase may not be the identical bonds purchased by the managers. The
managers reserve the right to apply either of the above-mentioned penalties in
respect to any bonds repurchased by them during the life of the account, but 9 f
which delivery is made within seven days after termination of the account.

Advertising and circulars.-As selling group managers we expect to advertise
on Thursday, April 5, 1928. Selling group members will be permitted to adver-
tise at their own expense on the day following the appearance of our advertise-.
ment. Circulars and circular letters are not to be mailed until after the close
of business, April 5, 1928. Telegrams may be sent out at any time on or after
April 5, 1928. Circulars will be supplied in blank in reasonable quantities upon
request.

As managers we reserve the right, in our discretion, to change the offering
price, selling commission, and concession at any time without notice and further
reserve the right to withdraw at any time and without previous notice the privilege
of any member of the group to place orders with us, for failure of such member to
maintain the list price, or for any other cause deemed sufficient by us. We shall
have full discretionary powers and shall have authority to make any arrangements
or perform any act which we may deem expedient for the promotion and direction
of the interests of the account. As managers we shall not be liable in any way
or for any matter connected herewith except for lack of good faith.

Kindly wire Guaranty Co. of New York your acceptance or declination of
the invitation to become a member of this selling group, and in confirmation
of your acceptance sign and promptly transmit to the undersigned the inclosed
duplicate.Yours very truly, GUARANTY O. Of NEW YORK,

DILLON, READ & CO.,
THE UNION TursT Co. OF PITTSBURGH,
INTERNATIONAL ACcEPTANCE BANK (INC.),

Selling Group Managers.
By GUARANTY Co. OF NEW YORK,

For Me Selling Group Managers.
By HAROLD F. GREjENE, Vice President.

APRIL -, 19
To GUARANTY CO. OF NEW YORK,

For the Selling Group Managers, 140 Broadway. Xew York City.
GENTLEMEN: The undersigned hereby accepts the invitation to become a

member of the above selling group upon the terms and conditions set forth.

$W,000,000 KINGDOM OF DENMARK, 34-YEAR 4% PER CENT EXTERNAL LOAN
GOLD BONDS

Not redeemable for 10 years except for sinking fund. To be dated April 15,
1928. To mature April 15, 1962. NEW YORK, N. Y., April 4, 1928.

GENTLEMEN: We and our associates have purchased, when, as and if issued
and received by us and subject to approval of counsel, 855,000,000 Kingdom of
Denmark 34-year 4% per cent external loan gold bonds, to mature April 15, 1962,
more particularly described in the inclosed advance circular.

We are forming a banking group, of which we shall be managers and in which
we may participate, to purchase these bonds from ourselves and associates at
93% per cent and accrued interest, which price allows us and our associates a
profit.

In this banking group we have reserved for you an interest of $ ------- This
interest is for your own account and may not'be reoffered, subdivided or trans-
ferred.

We propose to offer these bonds to the public at 95 per cent and accrued interest
to yield 4.8d? per cent, through a selling group of which we shall be managers
and in which we may participate. This selling group is to receive a commission
of I per cent on confirmed sales.

Upon acceptance of the above participation you will become liable for the
principal amount of your participation and will share pro rate in the profits or
losses of the banking group.

I
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Expenses Incurred in connection with the purchase and sale of this Issue may
be charged against this banking group. We reserve the right to trade In these
bonds for the account of the banking group and any profits or losses accruing
through such trading will be credited to or charged against this banking group.

Participants agree to take up and made payment for bonds when called upon
by us as managers upon five days' notice.

As managers of the banking group we shall have full discretionary powers and
may hold without accountability for interest any and all banking group moneys
in general account. We act solely as agent for thiis banking group and shall incur
no liability except for lack of good faith.

This banking group terminates at the close of business June 9, 1928, unless
sooner terminated, but may be extended by us as managers for a period or periods
not exceeding in the aggregate 60 days. We shall advise you separately in regard
to the selling group terms, but call your attention to the fact that selling group
members will not be permitted to offer these bonds in Europen or Canad:ian
markets.

Kindly confirm your acceptance of the above interest in accordance with the
terms of this letter.Yours very truly, GUARANTY Co. OF NEW YORK,,

DILLON, READ & CO.,
Tg E U.ioN TRUST Co. OF PITTSBURGH,
INTERNATIONAL ACCEPTANCE BANK INC.,

,Banking Group Managers.
By GUARANTY CO. OF NEW YORK,

For the Banking Group Managers.
By HAROLD F. GRtEENE,, Vice President.

ApII 5, 1928.
DirLON, READ & Co.,

Nassau and Cedar Streets, New York City.
GENTLEMEN: We and our associates have purchased $55,000,000 Kingdom of

Denmark 34-year 4% per cent external loan gold bonds, to be dated April 15,
1929 and to mature April 15, 1962, at 93.037 per cent and accrued interest.

We are pleased to confirm that we have offered you, and you have accepted;
an interest on original terms in this purchase of $15,000,000 principal amount,
This is 40 per cent of the balance remaining after allotting the respective interest.
of our associates which are: The Union Trust Co. of Pittsburgh, 10 per cents
International Acceptance Bank, 10 per cent; Wood Grundy & Co., 5 per cent;
The Dominion Securities Corporation, .5 per cent; total 30 per cent. Privat-
banken i Kjobenhavn, $1,000,000.

Of these bonds $6,250,000 have been sold to others at cost and the balance has
been taken over from us and our associates at 93% per cent and accrued interest
by a banking group, particulars of which are being furnished you separately.

Will you please confirm that the foregoing is in accordance with your under.
standing.

Yours very truly,

Vice President.

APRIL 5, 1928.
INTERNATIONAL ACCEPTANCE BANK, (INc.),

52 Cedar Street, New York City.
GENTLEMEN: We and our associates have purchased $55,000,000 Kingdom of

Denmark. 34-year 4% per cent external loan gold bonds, to be dated April 15,
1928 and to mature April 15, 1962, at 93.037 per cent and accrued interest.

We are pleased to confirm that we have offered you, and you have accepted, an
interest in this purchase of 10 per cent on original terms. Of these bonds $6,-
250,000 have been sold to others at cost and the balance has been taken over from
us and our associates at 934 per cent and accrued interest by a banking group,
particulars of which are being furnished you separately.

Will you please confirm that the foregoing is in accordance with your under-
standing.

Yours very truly,

Vice President.
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CONTRACT OF THE KINODOM OF DENMARK WITH GUARANTY TRUST CO. OiP NEW
YoRK--S55,000,000 34-YEAR 4% PER CENT EXTERNAL LOAN GOLD BONDS.
DATED APRIL 4, 1928

Contract, dated April 4, 1928, between Kingdom of Denmark (hereinafter
termed "obligor"), acting b the Minister of Finance, Mr. Niels Neergaard,
and the Director of Public ebt, Mr. P. 0. A. Andersen, its duly authorized
agents thereunto duly empowered, and Guaranty Trust Co. of New York (here.
inafter termed "trust company"), of New York, United States of America.

The obligor, in accordance with the authorization granted by. the law of the
Kingdom of Denmark dated April 4, 1928, does hereby pledgu its full faith and
credit for the due and punctual fulfillment of its obligations expressed in this
contract and in the bonds hereinafter described, and will create an issue of gold
dollar bonds for a total principal amount of $55,000,000.

ARTICLE I

The gold dollar bonds are to be designated "Kingdom of Denmark 34-year
4% per cent external loan gold bonds" hereinafterr termed "bonds"), and are
to be dated April 15, 1928, and to mature April 15, 1962. The bonds are to bear
interest at the rate of 4% per cent per annum from April 15, 1928. Such inter.
est is to be payable semiannually on April 15 and October 15, in each year, and
coupons for the collection of such interest shall be attached to the bonds, the
first coupon being payable on October 15, 1928, Principal and interest and all
other amounts in dollars mentioned herein are to be payable in gold coin of the
United States of America of or equal to the standard of weight and fineness
existing on April 15, 1928, at the main office of Guaranty Trust Co. of New
York, which is hereby appointed paying agent of the loan, in New York City,
without deduction for or on account of any taxes, assessments, or duties of any
character now or hereafter levied or imposed by the Danish National Govern-
ment or by or within any political subdivision or taxing authority thereof or
within the territories of the Kingdom of Denmark. The bonds are to bo cou-
pon bonds payable to bearer and are to be issued in the denomination of $1,000.

ARTICLE 2

The obligor will set aside the sum of $3,215,500 per annum in equal semi.
annual installments commencing April 15, 1929, to and including October 15,
1961, to be applied so far as necessary to the payment of interest on the bounds
on the next succeeding interest date, any balance of any such installment to
constitute a sinking fund. These sh.King-fund moneys shall be applied by the
obligor to the purchase of bonds if obtainable at not excceding'par and accrued
interest at such times and in such manner as the obligor may determine. Any
moneys which remain in the sinking fund on January l and July 1 of each year,
beginning July 1, 1929, up to and including July 1, 1961, shall be applied to the
redemption of bonds by lot on the next succeeding Interest date at par and
interest in the manner provided in article 3 hereof. The interest on any bonds
purchased or redeemed shall be reimbursed to the sinking fund by the obligor
from the funds set aside for the payment of interest. No commissions paid in
respect to the purchase of bonds shall be paid from interest or sinking fundmoneys.

On April 15, 1962, any bonds then outstanding shall be paid upon presenta-
tion at Guaranty Trust Co. of New York, paying agent, and the obligor will
pay to the said paying agent at least five days prior to April 15, 1962, a sum
equal to the principal amount of bonds outstanding and payable on said April
15, 1962.

Unless bonds shall be purchased or redeemed through or at the office of the
paying agent, the obligor will at reasonable intervals keep the paying agent
informed as to the moneys in the sinking fund and the principal amount of
bonds purchased or redeemed. Any and all bonds purchased or redeemed under
the provisions of this article shall immediately be canceled.

ARTICLE 3

The obligor may also at its option redeem all or any part of the bonds on April
15 1938, or on any interest date thereafter, at par and accrued interest.

in case of the redemption of bonds either for the sinking fund or at the option
of the obligor, notice of such redemption shall be published by the obligor at
least twice a week for three successive weeks in two daily newspapers of general
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circulation printed in the English language and published in the Borough of
Manhattan, city of New York, the first publication to be made at least three
months preceding the redemption date. In the event of the redemption of bonds
for the sinking fund or the redemption of less than the entire issue at the option
of the obligor, such notice of redemption shall specify the numbers of the bonds
to be redeemed, which nui bers shall be drawn by lot by the obligor.

Upon the publication of such notice, the bonds specified shall become due and
payable on such redemption date at their principal amount and accrued interest
at such place in New York City as shall be designated by the obligor in such
notice, and upon presentation and surrender of said boids, together with all
coupons maturing on ani after said date, such redemption price shall be paid by
the obliger. Such notice having been so given , unless the obliger shall fail to make
payment of the redemption price on the date so fixed for redemption, such bonds
shall cease to bear interest after such redemption date and all coupons for such
subsequent interest shall be void.

ARTICLE 4

The obliger hbereby approves the specifications of the terms of the bonds
recited in the prospectus dated April 4, 1928, for the public offering thereof and
also all other statements therein made, a copy whereof is marked "Schedule C"
and made a part hereof, and agrees that the bonds shall conform with the foregoing
provisions and those contained in Schedule C and in the bonds, Schedules A and

hereto attached, subject to such changes as may be approved by couiisel.

ARTICLE 5

The obliger agrees to sell and deliver to the trust company, anc the trust con-
pany agrees to purchase said $55,000,000 of bonds at the price of - of the
principal amount thereof plus accrued interest from April 15, 1928, to the date of
payment by the trust company of the purchase price.

On such date not later than May 1, 1928, as the trust company shall request,
the obliger will deliver to the trust company in the city of New York or at the
principal office of Guaranty Trust Co. of New York in London England, one
or more temporary bonds substantially in the form attached hereto marked
"Schedule B," duly executed, dated April 15, 1928, bearing interest from April 15,
1928, for an aggregate principal amount of $55,000,000, and thereupon the trust
company will make payment therefor by creditiiig the account of the obligor
with the Guaranty Trust Co. of New York, New York City.

rhe obligor will deliver to the trust company in New York City on or before
September 15 1928, definitive bonds engraved in conformity with the requirements
of the New Vork Stock Exchange for listing substantially in the form hereto
attached marked "Schedule A."

Pending the delivery of the definitive bonds the trust conpjuy nay deliver to
subscribers for such bonds its receipt or other writing evidencing the right of the
holder to receive an amount of such bonds specified in such receipt or writing.

ARTICLE 6

The obligation of the trust company to take and pay for the bonds shall be
subject to the approval by counsel for the trust company of the form and validity
of the bonds and of this contract and of the terms thereof, respectively, and of all
proceedings and authorizations in connection with the issue (if the bonds.

ARTICLE 7

The Kingdom of Denmark agrees that if, in the future, it shall sell, offer for
public subscription, or otherwise in any manner dispose of any issue of bonds, or
contract any loan, secured by lien or charge on any of its revenues or assets, the
bonds of this loan shall be secured equally and ratably therewith.

AItTICLE 8

The obliger agrees to pay the cost of engraving, printing, and delivering the
bonds (both temporary and definitive) and the receipts issued by the trust cow-
pany. The obliger will also pay to the paying agent for its services in the pay-
ment of interest of the bonds -- of 1 per cent of the amount of interest paii;
for all other services as paying agent and for its services in paying the principal
amount of the bonds called for redemption or redeemed or purchased through
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the sinking fund or paid at maturity - of I per cent of the principal amount
paid or redeemed; and will reimburse the paying agent for all its other expenses
incurred as paying agent of the loan and all its disbursements in connection with
the advertisement of bonds called for redemption.

Funds necessary for the payment of all interest installments will be delivered
by the obliger at least five (lays before the (late when the same shall be due.
Accounts referring to the payment of interest or to the payment of bonds will
be maintained and the correspondence concerning the same will be carried on
between the obligor and the trust company in the English language.

ARTICLE 9

In case of the loss, destruction, or mutilation of any bon(1s or coupons a du-
plicate will be issued upon proof of such loss or destruction or upon surrender of
the mutilated bowl or coupon, as the case may be, and upon tile giving of in-
demnity to the obligor and its paying agent, anil upon payment by the applicant
for suchf duplicate of the cost of the preparation andl issue thereof, providing that
the issuance of such duplicate bonds will be in accordance witil tile laws of the
obliger, and that such proof and indemnity are satisfactory to the obligor and
the paying agent.

ARTICLE 10

The obligor has caused this contract to be executed in its name and on its
behalf bv its minister of finance and its director of public debt, and hereby au-
thorizes the temporary bond or bonds to be similarly executed amid the definitive
bods to be similarly executed, or to be executed with the facsimile signature of
its minister of finance and the signature of its director of public debt, and the
facsimile seal of the Danish Government to be engraved thereon. The coupons
of the definitive bonds shall L, sufficiently executed by its imprinting thereon of
the facsimile signature of the minister of finance of the obligor. Tile bonds shall
also bear the certificate of authentication of Guaranty Trust Co. of New York
as paying agent of the loan. No bond shall be valid or ivgotiable unless so
executed and authenticated.

ARTICLE 11

If the trust company shall be in doubt in any instance as to its rights or obli-
gations as paying agent or otherwise, or the rights of bondholders under this
contract, it imiay, at the expense of the obligor, advise with legal counsel selected
by it and anything done or specified in good faith by the trust company as pay-
ing agent or otherwise, in accordance with the opinion of such counsel, shall be
conclusive in its favor as against any claim or demand by the obligor in the
premises.

AR'1I(',E 12

Upon an- and all moneys held for the payment of principal or interest of the
bonds tile paving agent shall allow to the obligor interest at its then current
rate for domestic demand deposits; but no interest shall e allowed on funds
held for redemption of bonds or for payinent of interest, beginning five days prior
to the date on which the same shall be due and payable or thereafter.

ARTICLE 13

The obligor agrees to furnish at its expense, prior to the delivery of its tem-
porary bo( or bonds, copies of such laws, ordinances, documents, and such
assurances and proofs of validity as the counsel of the trust company reasonably
may require, and such information concerning the Kingdom of Denmark, its
loans, revenues, etc., as reasonably may be deemed useful in aid of the issue of
the bonds in the United States of America and as may be required in connection
with the listing of said bonds oil the New York Stock Fxchange, and authorizes
and instructs its representatives to sign in its name proper prospectus in con-
nection with the issue of time bonds and the requis'tc- application for the listing
of the bonds on the New York Stock Exchange, and t0., obliger agrees to pay
any expenses in connection with such listing.

ARTICLE 14

The trust colmpanly is entering into this contract ill contemplation of syndicating
the bonds and offering them for public subscription. If at ally time *before the
prospectus has been issued, in the opinion of the trust company, the New York
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market conditions for secutities shall be materially affected by any financial,
commercial, or political crisis, so as to render the offering of the bonds to the
public impracticable, the trust company shall have the power to terminate this
contract by giving written or cable notice to the obligor, addressed to the minister
of finance of the kingdom of Denmark, city of Copenhagen, Denmark. All
notices and correspondence hereunder shall be similarly addressed to the obligor.

ARTICLE 15

The obligor will indemnify and save harmless the trust company against and
from any loss, cost, or expense which it may sustain by reason of any delay or
default in the performance by the obligor of any agreement, of the obligor herein
or in the bonds set forth.

The English text of this contract and of the bonds shall govern in the inter-
pretation of their terms. KINGDOM OF DENMARK,

By N. NEERGAARD, Minister of Finance.
By P. 0. A. ANDERSEN, Director of Public Debt.

GUARANTY TRUST COMPANY OF NEw YORK,
By DANIEL B. GRANT, Attorn ey in fact.

Schedule A: Form of definitive bond.
Schedule B: Form of temporary bond.
Schedule C: Text of prospectus.

SCHEDULE A

FORM OF DEFINITIVE BOND-KINGDOM OF DENMARK-34-YEAIR 4, PER CENT
EXTERNAL LOAN GOLD BOND---PAYABLE APRIL 15, 1962

The Kingdom of Denmark, for value received, promises to pay to bearer the
principal sum of --- dollars ($-- ) on April 15, 1962, and to pay interest
thereon from April 15, 1928, at the rate of 4% per cent per annum, semiannually
o April 15 and October 15 in each year until such principal sum shall have been
paid, such interest to be paid only upon the presentation and surrender of the
attached interest coupons as they severally mature. Both principal and interest
of this bond are payable at the principal office of Guaranty Trust Co. of New York,
paying agent of the loan, in the borough of Manhattan, the city of New York,
United States of America, in gold coin of the Uiited States of America of or equal
to the standard of weight and fineness existing on April 15, 1928, without deduc-
tion for or on account of any taxes, assessments c.r duties of any character, now
or hereafter levied or imposed by the Danish National Government or by or
within any political subdivision or taxing authoriy thereof or within the terri-
tories of the Kingdom of Denmark.

This is c.ae of an issue of bonds of the aggregate principal amount of $55,000,000,
constituting an external loan of the Kingdom of Denmark, created under authority
of the act of the Ri sda , confirmed by His Majesty, the King of Denmark, on
April 4, 1928. Th cbonds of this loan are issuable in the denomination of $1,000.

In and by the contract dated April 4, 1928, made by the Kingdom of Denmark,
as obligor,'with the said Guaranty Trust Co. of New York, in accordance with
which contract this bond is issued, tile Kingdom of Denmark covenants with the
trust company for tile benefit of the holders of the bonds of this loan, to make
payment of certain sums as a sinking fund applicable to tihe purchase or redemp-
tion by call of bonds of this issue, as will appear more fully by reference to the
extracts from said contract inscribed on the reverse hereof.

This bond is subject to redemption by operation of said sinking fund on the
15th day of October, 1929, or upon any interest-payment date of any year there-
after prior to April 15, 1962, and the entire issue of these bonds or any part thereof
is subject to redemption at the option of the Kingdom of Denmark on April 15,
1938, or on any interest date thereafter, upon publication of notice as provided
the aforesaid contract, by payment of the principal amount, the interest hereon
maturing on such redemption date being also payable in accordance with the
coupon for such interest.

The Kingdom of Denmark agrees that if, in the future, it shall sell, offer for
public subscription, or otherwise in any manner dispose of any issue of bonds, or
contract any loan secured by lien or charge on any of its revenues or assets, the
bonds of this loan shall be secured equally and ratably therewith.
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The Kingdom of Denmark hereby certifies and declares that all the acts,
conditions, and things required to be done and performed and to have happened
precedent to and in the issue of this bond have been done and performed and have
happened, in due and strict compliance with the constitution and laws of the
Kingdom of Denmark.

In accordance with the law of Denmark this bond will be void if not presented
for payment within 20 years after the date on which the principal thereof becomes
payable.

This bond shall not be valid until authenticated by the execution by the paying
agent of the loan of the certificate indorsed hereon.

In witness whereof, the Kingdom of Denmark has caused this bond to be
executed on its behalf with the facsimile signature of its minister of finance and
the signature of the director of public debt, and the facsimile seal of the Danish
Government to be engraved thereon, and the attached interest coupons to be
executed with the facsimile signature of its said minister of finance, as of April15, 1928. FOR THE KINGDOM OF DENMARK,

By 'Minister of Finance.

By Director of Public Debt.

Certificate of authentication: This is one of the issue of bonds of the Kingdom
of Denmark within referred to. Guaranty Trust Co. of New York, as paying
agent of the loan, by

FORM OF COUPON
No. ---

Unless the bond herein mentioned shall have been called for previous redemp-
tion, the Kingdom of Denmark will pay to bearer on the 15th day of -, 19--,
at the principal office of Guaranty Trust Co. of New York, in the borough of
Manhattan, the city of New York, United States of America, - dollars
($-) in gold coin of the United States of America of or equal to the standard
of weight and fineness existing on April 15, 1928, without deduction for or on
account of any taxes, assessments, or duties of any character, now or hereafter
levied or imposed by the Danish National Government or by or within any politi-
cal subdivision or taxing authority thereof or within the territories of the King-
dom of Denmark, being six months' interest then due on its 34-year 4% per cent
external loan gold bond, maturing April 15, 1962, No.

This coupon invalid 20 years after due date.
KINGDOM OF DENMARK,

By
Minister o'f Finance.

(On the reverse side of each bond Is to be printed a transcript of articles 2 and
3 of the contract dated April 4, 1928, between the Kingdom of Denmark, as
obligor, and Guaranty Trust Co. of New York.)

SCHEDULE B

FORM OF TEMPORARY BOND-TEMPORARY BOND EXCHANGEABLE FOR DEFINITIVE
BONDS WHEN PREPARED-KINGDOM OF DENMARK-31-YEAR 4% PER CENT
EXTERNAL LOAN GOLD BOND-PAYABLE APRIL 15, 1962

The Kingdom of Denmark, for value received, promises to pay to bearer the
principal sum of - dollars ($- ) on April 15, 1962, and to pay interest
thereon from April 15, 1928, at the rate of 4% per cent per annum, semiannually
on April 15 and October 15, in each year until such principal sum shall have been
paid, a notation being made on this bond of such interest payment. Both
principal and interest of this bond are payable at the principal office of Guaranty
Trust Co. of New York, the paying agent of the loan, in the Borough of Man-
hattan, the city of New York, United States of America, in gold coin of the United
States of America of or equal to the standard of weight and fineness existing on
April 15, 1928, without deduction for or on account of any taxes assessments, or
duties of any character, now or hereafter l6vied or imposed by the banish National
Government or by or within any political subdivision or taxing authority thereof
or within the territories of the Kingdom of Denmark.

This is a tempory bond of an issue of bonds of the aggregate principal amount
of $55,000,000 constituting an external loan of the Kingdom of Denmark, created
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under authority of the act of the Rigsdag, confirmed by His Majesty, the King of
Denmark, on April 4, 1928, and is exchangeable for a like aggregate principal
amount of definitive bonds, with all unnmatured coupons attached, when such
definitive bonds are ready for delivery. The definitive bonds of this loan are
issuable in the denomination of $1,000.

In and by the contract dated April 4, 1928, made by the Kingdom of Denmark,
as obligor, with the said Guaranty Trust Co. of NeW York, in accordance with
which contract this bond is issued, the Kingdom of Denmark covenants with the
trust company for the benefit of the holders of bonds of this loan, to make pay-
ment of certain sums as a sinking fund applicable to the purchase or redemption
by call of bonds of this issue, as will appear more fully by reference to the said
contract.

Amounts of $1,000 of this bond are subject to redemption by operation of the
said sinking fund on the 15th day of October, 1929, or upon any interest payment
date of any year thereafter prior to April 15, 1962, and the entire issue of these
bonds or any part thereof is subject to redemption at the option of the Kingdom
of Denmark on April 15, 1938, or on any interest date therafter, upon publication
of notice as provided in the aforesaid contract by payment of the principal
amount, the interest hereon maturing on such redemption date being also payable.

The Kingdom of Denmark agrees that if, in the future, it shall sell, offer for
public subscription, or otherwise in any manner dispose of any issue of bonds, or
contract any loan, secured by lien or charge on any of its revenues or assets, the
bonds of this loan shall be secured equally and ratably therewith.

The Kingdom of Denmark hereby certifies and declares that. all acts, con-
ditions, and things required to be done and performed and to have happened
precedent to and in the issue of this bond, have bcen done and performed and
have happened, in due and strict compliance with the constitution and laws of the
Hingdom of Denmark.

In accordance with the law of Denmark this bond will be void if not presented
for payment within 20 years after the date on which the principal thereof becomes
payable.

This bond shall not be valid until authenticated by the execution by the
paying agent of the loan of the certificate indorsed hereon.

In witness whereof, the Kingdom of Denmark has caused this bond to be
executed on its behalf with the signature of its Minister of Finance and its Di-
rector of Public Debt as of April 15, 1928.

For the KINGDOM OF DENMARK,

Minister of Finance.
By -birector of Public Debt.

Certificate of authentication: This is a temporary bond of the Kingdom of
Denmark of the issue within referred to. Guaranty Trust Co. of New York, as
paying agent of the loan, by

$5171,000 CITY OF MONTIVIDEO (REPUBLIC OF URUGUAY) "EMPRESTITO RAMBLA
UR " (SOUTHERN BOULEVARD LoAN) EXTERNAL SINKING FUND 6 PER CENT

GOLD BONDS, SEImEs A

To be dated November 1, 1926. To mature November 1, 1959.

WHOLESALE GROUP

NEW YORK, N. Y., December 7, 1926.
GENTLEMEN: We and our associates have purchased when, as and if issued and

received by us and subject to issue as planned, $5,171,000 city of Montevideo
(Republic of Uruguay) "Emprestito Rambla Sur" (southern boulevard loan)
external sinking fund 6 p:r cent gold bonds, Series A, to mature November 1,
1959, more fully described in the inclosed circular.

Referring to verbal arrangements already made, we confirm sale to you of
$- principal amount of these bonds at 93,1 per cent and accrued interest
less a selling commission of 1!/4 per cent, which will be subject to the penalty
stated below in case the bonds concerned are repurchased. This price allows
us and our associates a profit.

These bonds may be offered to the public by you on Wednesday, December 8,
1926 at the list price of 93% per cent and accrued interest to yield about 6.50

I U



982 SALE OF FOREIGN BONDS OR SECURITIES

per cent. From this list price out of your 1% per cent commission a concession
of Y4 per cent may be reallowed by you to dealers, banks and other financial
institutions including insurance companies. Except as aforesaid, the list price
must be maintained and no other commissions or concessions may be allowed
by you to others whether or not members of this wholesale group.

Wholesale group members will not be permitted to offer these bonds in European
markets.

Trust receipts of Guranty Trust Co. of New York will be ready for delivery
at the office of Guaranty Co. of New York, 140 Broadway, New York, N. Y., on
December 15, 1926 against payment in New York funds at 93% per cent and
accrued interest. This figures $939.8333 for each $1,000 bond confirmed to you.
The 1% per cent selling commission due you will be paid as soon as practicable
after the termination of the account.

The above sale is made with the understanding that the list price will be
maintained until the termination of the wholesale group. We reserve the right
to retain the 1% per cont selling commission on any bonds repurchased or con-
tracted for by us at or below the list price prior to the termination of the group.

This wholesale group will expire at the close of business February 11, 1927,
unless sooner terminated by us as manager, but may be extended for a period
or periods not exceeding in the aggregate 60 days.

We ask you to confirm your understanding of this transaction by letter.Yours very truly, GUARANTY CO. OF Nnw YORK,
Whole-ale Group Manager.

By -
Vice Pre.sident.

$5 171,000 CITY OF MIONTEVIDEO (REPUBLIC OF URUGUAY) "EMPRESTITO
RAMBLA SUR" (SOUTHERN BOULEVARD LOAN) EXTERNAL SINKING FUND
6 PER CENT GOLD BONDS, SERIES A
To be dated November 1, 1926. To mature November 1, 1959.

BANKING GROUP

NEw YORK, N. Y., December 7, 1926.
GENTLEMEN: We and our associates have purchased, when, as and if issued and

received by us and subject to issue as planned $5,171,000 city of Montevideo
(Republic of Uruguay) "Emprestito Rambla Sur" (southern 'boulevard loan)
external sinking fund 6 per cent gold bonds, series A, to mature November 1,
1959, more particularly described in the inclosed circular.

We are forming a banking group, of which we shall be manager and in which
we may participate, to purchase these bonds from ourselves and associates at
90%34 per cent and accrued interest, which price allows us and our associates a
profit.

In this banking group we have reserved for you an interest of $-. This
interest is for your own account and may not be reoffered, subdivided, or trans-
ferred.

We propose to offer these bonds to the public at 93% per cent and accrued
interest through a wholesale group of which we shall be manager and in which
we may participate. This wholesale group is to receive a commission of 1/4
per cent on confirmed sales.

Upon acceptance of the above participation you will become liable for the
principal amount of your participation and will share pro rata in the profits or
losses of the banking group.

Expenses incurred in connection with the purchase and sale of this issue may
be charged against this banking group but the amount so charged will not exceed
34 per cent.

Participants agree to take up and make payment for bonds when called upon
by us as managers upon five days' notice.

As manager of the banking group we shall have full discretionary powers and
may hold without accountability for interest any and all banking group moneys
in general account. We act solely as agent for this banking group and shall
incur no liability except for lack of good faith.

This banking group terminates at the close of business February 11, 1927
unless sooner' terminated, but may be extended by us as manager for a period
or periods not exceeding in the aggregate 60 days. We shall advise you .epa-
rately in regard to the wholesale group terms, but call your attention to the fact
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that wholesale group members wih not be permitted to offer these bonds in
European markets.

Kindly confirm your acceptance of the above interest in accordance with the
terms of this letter.Yours very truly,

GUARANTY Co. OF NEW YORK,
Banking Group Manager,

By
Vice President.

DECEMBER 29, 1926.
STRU'PP & Co.,

New York City.
DEAR SIRS: In accordance with our recent conversations, we wish to confirm

that we have offered you, and you have accepted, an interest of $1,000,000 prin-
cipal amount on original terms in our purchase of $5,171,000 principal amount
city of Montevideo (Republic of Uruguay) external sinking fund 6 per cent gold
bonds, series A, dated November 1. 1926, and due November 1, 1959.

Will you kindly confirm that the above is in accordance with your under-
standing and that you have accepted this interest in the above purchase.

Very truly yours, H. S., President.

CONTRACT OF THE NTUNICIPALITY OF M.%1ONTEVIDEO WITH GUARANTY TRUST Co.
OF NEW YORK-"EMPRESTITO RAUBLA SUt" (SOUTHERN BOULEVARD LOAN)
EXTERNAL SINKING FUND 6 PER CENT GOLD BONDS, SERIES A, DUE No-
VEMBER 1, 1959

Contract dated December 6, 1926. between the Departmental Government of
Montevideo (of the Republic of Uruguay), hereinafter termed "the municipality,"
and hereinafter termed "the Municipality of Montevideo," acting by Juan P.
Fabini and Miguel A. Clavelli, in their respective capacities of 1President and
Secretary of the Administrative Council of the Department of Montevideo and
duly authorized and Guaranty Trust Co. of New York, hereinafter termed "the
bankerss" of New York City, United States of America, acting by Albert Breton,
vice president of said Guar;Anty Trust Co. of New York, thereunto duly empow-
ered in accordance with power of attorney deposited with the legation of Uruguay
in Washington, as per advice from said legation to the Banco de la Republica
Oriental del Uruguay.

The municipality in accordance with the authorization granted by decrees 721,
759, and 856 of the representative asembly of Montevideo dated respectively
October 19, 192.5, May 14, 1926, and Novemnber 3, 1926, and promulgated Octo-
ber 21, 1925, May 19,'and November 5, 1926, does pledge its full faith and credit
for the due and punctual fulfillment of its obligations expressed in this contract,
and in the bonds hereinafter described, and in accordance with the resolutions
of said administrative council dated August 23 and November 12, 1926, will
presently create an issue of gold bonds for a total principal amount of $5,171,000
United States gold dollars, and to define the terms of such loan and the bonds,
the municipality and the bankers covenant for the benefit of the holders severally
and respectively of the bonds as fo.'llows:

ARTICLE I

The bonds are to be designated 'City of Montevideo 'Emprestito Rambla
Sur' (Southern Boulevard I)anj external sinking fund 6 per cent gold bonds,
series A" (hereinafter termed "series A bonds") and are to be the first series
of a total issue of $9,307,800, par equivalent of 9,000,000 Uruguay gold pesos,
principal amount as atthorized in decrees 721 and 856. The series A bonds are
to be dated November 1, 1926, aid are to mature November 1, 1959. The series
A bonds are to bear interest at the rate of 6 per cent per annum from November
1, 1926. Such interest is to be payable semiannually on May 1, and November
1, in each year, and coupons for the collection of such interest shall be attached
to the series A bonds, the first coupon being payable on May 1, 1927. Principal
and interest and all other amounts in dollars mentioned herein are to be payable
in gold coin of the United States of Anerica of or equal to the standard of weight
and fineness existing on November 1, 19"26, at the principal office in New York
City of Guaranty Trust Co. of New York, which is hereby appointed the sole
paying agent of the series A bonds, without deduction for or on account of any
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taxes, assessments, or duties of any character now or hereafter levied or imposed
by the municipality of Montevideo or by the Republic of Uruguay or by any
taxing authority thereof or therein. Such principal and interest shall also be
so paid in time of war as well as in time of peace whether the holder of the series
A bonds or any interest coupon pertaining thereto is a resident, citizen, or subject
of a friendly, neutral, or hostile State without requiring any declaration as to
citizenship, nationality, or residence of such holder or as to the length of time
he has been in possession of such bonds or interest coupon as the case may be,
or as to the date on, or price at, which he first acquired the same. The series A
bonds are to be coupon bonds payable to bearer and are to be issued in the de-
nomination of $1,000. The text of the series A bonds is to be in the English
and Spanish languages.

ARTICLE II

The municipality agrees to sell and deliver to the bankers and the bankers
agree to purchase said $5,171,000 principal amount of series A bonds nt the
p rice of 89.95 per cent of the principal amount thereof plus accrued interest
from November 1, 1926, to the date of payment by the bankers of the purchase
price.

On December 16, 1926, the municipality will deliver to the Banco de la Re-
publica Oriental del Uruguay, in Montevideo, for the account of the bankers, a
temporary series A bonds substantially in the form attached hereto marked
Schedule B, duly executed, dated Novemler 1, 1926, bearing interest from
November 1, 1920, for a principal amount of $5,171,000, and upon cable advice
from the Banco de ]a Republica Oriental del Uruguay that such temporary
series A bond has been so deposited, the bankers shall make payment therefore
by crediting the account of the municipality with the Guaranty Trust Co. of
New York, New York City, with the purchase price.

The municipality will deliver to the bankers in New York City on or before
April 1, 1927, definitive series A bonds engraved in conformity with the reqIuire.
ments of the .ew York Stock Exchange for listing, substantially in the form
attached marked Schedule A.

Pending the delivery of the definitive series A bonds the bankers may deliver
to subscribers for such bonds "trust receipts," or other writing evidencing the
right of the holder to receive an amount of such bonds as specified in such
receipt or writing.

ARTICLE III

SECTION 1. The municipality covenants to pay the principal and interest of
the series A bonds in accordance with the terms of the bonds and coupons and
further covenants that sinking fund payments shall be made as hereinafter
provided.

SEC. 2. The municipality has pledged and appropriated a special guaranty
for the pro rata benefit of the bonds and coupons of said series A and of all
bonds of whatever series at any time outstanding pursuant to the provisions of
decrees Nos. 721 and 759, and for all payments to be made by the municipality
hereunder or under any agreement providing for the issuance of any further
series of bonds under said decrees, the following taxes and receipts:

(a) The additional taxes described in said decree No. 721, and imposed as
provided by said decree, as well as the special taxes called "Impuesto a la Edifi-
cation Inapropiada" as provided in decree No. 759 of the representative assembly
of Montevideo.

(b) The funds originating from the sale and resale of lands and buildings to
be demolished as set forth in said decree No. 721.

The municipality has made and does hereby make all such bonds and coupons
and payments a first and exclusive charge and lien upon the above taxes and
receipts (hereinafter sometimes called the "pledged revenue") so long as any of
the bonds aforesaid are outstanding.

SEc. 3. The municipality hereby represents that in accordance with the prac-
tice prevailing heretobefore the National Government collects the taxes pledged
by decree 721. Funds derived from such taxes and from the tax on unimproved
property as per decree 759, as well as from the sale of real estate and buildings
to be demolished, shall be directly deposited with the Banco de la Republics
Oriental del Uruguay (hereinafter sometimes called the banco) in the special
account "Emprestito Rambla Sur" to be appropriated and applied to the service
of interest and both ordinary and extraordinary amortization of the bonds of
all series outstanding, to be disposed of exclusively in accordance with the pro-
visions of this contract and of the above-mentioned decrees.
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Of such funds the municipality covenants that there shall be transmitted, so

as to be in the hands of the paying agent of series A bonds, 30 days prior to each
interest payment date, the amount necessary for the service of the interest and
sinking fund, and, in case of the issue of future series the amount necessary for
the service of the interest and sinking fund of all series outstanding shall be
so transmitted to the paying agents of all series outstanding. The balance shaH
remain with the banco as security for the series A bonds and the bonds of any
future series outstanding and will be used in extraordinary amortization as here-
inafter provided. Besides purchases through the paying agent as hereinafter
provided the municipality may buy outstanding series A bonds through the
intermediary of the banco-such bonds to be acquired by the banco with fund
on deposit in the account "Emprestito Rambla Sur" without exceeding the
principal amount of such bonds and accrued interest, providing that at no time
shall the cash in said account be reduced below an amount to equal six months'
interest on the outstanding bonds of series A and of any other series issued. The
banco shaH hold such bonds for sinking fund payments. The municipality
covenants that the interest payment dates of any f4ture series of bonds issued
under said decrees Nos. 721 and 856 shall be the 1st day of May and the 1st day
of November in each year. The municipality further covenants that in case of
the issue of any such future series of bonds it will not make any agreement in
the respect to the disposition to be made of the pledged revenues inconsistent
with the terms of this contract.

SEC. 4. The municipality covenants that during the life of the bonds of any
series iwued or to be issued it will maintain the present taxes under decrees 721
and 759.

If the revenues hereinbefore pledged should be insufficient in any six months'
period to provide for the payment of interest and sinking fund as hereinafter
provided for the services of all series of bonds that may be issued pursusant to
the provisions of decrees Nos. 721 and 856, plus the commission and expenses of
the paying agent for such six months' period, the municipality will forthwith
deliver to the banco from other sources, the sums necessary to make good the
deficiency.

SEC. 5. The municipality covenants that it will not, prior to the maturity of
the series A bonds, permit any default to occur in respect to bonds of any subse-
quent series that may be issued under the provisions of decrees Nos. 721 and 856,
whereby they might become due or payable before maturity, and that it will not
retire any bonds of any such subsequent series except through a cumulative
sinking fund which shall not be greater than 1 per cent per annum of the original
principal amount of such subsequent series or unless it retires bonds of such
subsequent series pro rata with the series A bonds.

ARTICLE IV

SECTION 1. The municipality covenants that so long as any of the series A
bonds are outstanding there shall be transmitted by the banco so as to be in
the hands of the Guaranty Trust Co. of New York as paying agent of series A
bonds, 30 days prior to each interest payment date:

First, in cash, the amount necessary for payment of interest on series A
bonds outstanding, plus the fee and expenses of the paying agent.

Second, in cash and/or series A bonds, as the municipality may direct for the
regular amortization of series A bonds, an amount equal to the difference between
$180,985 and the amount necessary for payment of interest of the series A bonds
outstanding.

Such bonds shaH be accepted by the paying agent at a value equivalent to the
principal amount thereof. In ease the amount of cash and/or bonds above stated
is not received by the paying agent 30 days prior to each interest payment date
the municipality will immediately transmit any deficit in cash to the paying
agent. After Novemlber 1, 1930 such semiannual transmittal shall be increased
so as to effect extraordinary amortizations from any cash or series A bonds re-
maining on deposit with the Banco after providing for interest and regular
amortization of series A bonds and any subsequent series, in such amount as
the municipality may elect, it being agreed that such increases in such semiannual
transmittals after November 1, 1930, shall be of sufficient amount so that the
balance remaining on deposit with the Banco after each such payment shall not
exceed an amount sufficient for the service of one year of interest and 1 per cent
cumulative sinking fund of series A bonds and bonds of any future series out-
standing.

I
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SEC. 2. When and as said semiannual transmittals shall have been received by
the paying agent, the paying agent after deduction of its own fees and expenses,
shall cancel any bonds received and return the same to the municipality, shall
set aside the amount in cash required for the next interest payment on the out-
standing series A bonds and hall apply the balance as and for a sinking fund to
purchase series A bonds at the lowest price readily obtainable in the market not
exceeding 100 per cent and accrued interest in any manner customary in the
locality where such purchase shall be made, and whether at public or private
sale or by inviting (by advertisement at the cost and expense of the municipality)
tenders of such series A bonds for sale to the sinking fund within said limit as to
price, all as in their discretion the paying agent shall deem most advantageous
to the municipality.

SEC. 3. In case on the 15th day of March and on the 15th day of September
in any year beginning September 15, 1917, any moneys shall remain in the sinking
fund as aforesaid, then such moneys if the amount thereof be not less than $10,000
shall be applied by the paying agent to the redemption on the 1st day of May
or on the 1st day of November, as the case may be, next ensuing by drawings of
series A bonds as follows:

If less than all the series A bonds outstanding are to be redeemed, the paying
agent shall cause to be determined by lot in such manner as it shall deem proper
the serial numbers of such principal amount of the series A bonds as the moneys
in the sinking fund shall be sufficient to redeem at the rate of 100 per cent of
the principal amount thereof. Thereupon the paving agent shall cause to be
published at the cost and expense of the municipality twice prior to the Pedemp-
tion date, the first publication to be not less than 30 days prior to the redemption
date, in one newspaper of general circulation printed in the English language
and published in the Borough of Manhattan, city of New York, State of New
York, United States of America, a notice setting forth that the series A bonds
bearing serial numbers specified will be redeemed and paid at the principal office
of the Guaranty Trust Co. of New York, in New York City, upon the next
ensuing semi-annual interest payment date, at the said rate of 100 per cent of
the principal sum upon presentation and surrender of such series A bonds and
of coupons maturing after such redemption date. If all the series A bonds out-
standing are to be redeemed the notice shall state that fact and shall not specify
the serial numbers to be redeemed. The coupons maturing on such redemption
date shall remain payable by the municipality in accordance with the terms
thereof and the municipality'covenants to make payment accordingly.

SEC. 4. Upon publication of notice of redemption as above provided the series
A bonds designated in such notice shall be payable at the said redemption price
on the redemption date in such notice set forth. To the extent of any sinking
fund moneys at any time thereafter in the possession of the paying agent upon
surrender to them of any series A bond designated in any such notice bearing
coupons as aforesaid, the paving agent shall receive the same and shall pay
therefor out of said sinking ftnd the said redemption price. After the redemp-
tion date so designated no interest shall accrue upon any series A bond called for
redemption nor shall any coupon maturing subsequently to said date be of any
force or effect except and unless the municipality shall fail to make payment on
the date so fixed.

SEC. 5. Bonds purchased, redeemed, or paid at maturity shall be canceled by
the paying agent and delivered to the municipality. No bond of the loan shall
be issued in replacement of any bond so purchased, redeemed, or paid at maturity.

ARTICLE V

Upon any and all moneys held for the payment of principal or interest of the
series A bonds the paving agent shall allow to the municipality interest at 2 per
cent below official Federal Reserve Bank of New York rate for discounting 90
days' sight prime bankers' acceptances, such interest, however, not to be below 2
per cent; but no interest shall be allowed on funds held for redemption of series
A bonds or for payment of interest, after the same shall be due and payable.

ARTICLE VI

If default shall be made in payment of principal or interest of the series A
bonds or in the payment of sinking fund or in compliance with any of the pro-
visions of this contract or in the payment of principal and interest of any future
series of bonds issued under said decree Nos. 721 and 856 or in the compliance
with any of the conditions of any contract under which such future series may be
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issued, then in every case during the continuance of such default, the paying
agent may and upon the written request of 25 per cent of the holders of the
series A bonds then outstanding, shall declare all such bonds outstanding to be
due and payable by written or cabled notice to the municipality, and upon such
declaration the same shall become immediately payable. The paying agent shall
not be required to take notice of any default unless requested to do so in writing
by the holders of at least 5 per cent of the series A bonds then outstanding.

ARTICLE VII

The municipality agrees to pay to the paving agent for its services in the pay-
ment of interest of the series A bonds one-eighth of I per cent of the amount of
interest paid, and for its services in the payment of the principal amount of the
series A bonds called for redemption or purchased through the sinking fund or
paid at maturity one-fourth of 1 per cent of the principal amount of the series A
bonds paid, redeemed, or purchased and one-fortieth of 1 per cent of the principal
amount of series A bonds transmitted by the banco and accepted by the paying
agent for the sinking fund.

The municipality shall pay to the banco the commissions as intermediary for
the transfer of funds of this loan and for the service of interest and both ordinary
and extraordinary amortization of the bonds and for the custody of same.

The municipality also agrees to pay to the paying agent, all justified expenses
including its disbursements in connection with any- advertisement of series A bonds
called or purchased for the sinking fund, and also the current brokerage com-
missions on series A bonds purchased by the paying agent through a broker.

ARTICLE vIII

The municipality agrees to furnish at its expense, prior to the delivery of its
temporary series A bond, copies of such decrees, laws, ordinances, documents,
and such assurances and proofs of validity as counsel for the bankers reasonably
may require, and to furnish promptly at the request of the bankers such infor-
mation concerning the city of Montevideo, its loans, revenues, etc., as reasonably
may be deemed useful in aid of the issue of the series A bonds in the United States
of America, and as may be required in connection with the listing of said bonds
on the New York Stock Exchange, and authorizes and instructs its representative
to sign in its name a proper prospectus in connection with the issue of the series A
bonds and the requisite application for the listing of such bonds on the New York
Stock Exchange.

The municipality agrees to comply with all the re(huirements of the New York
Stock Exchange for listing.

ARTICLE IX

The municipality agrees to execute and deliver the definitive series A bonds in
New York City without expense to the bankers and to pay the cost of listing the
series A bonds on the New York Stock Exchange; the cost of engraving, printing
and delivering such bonds and the trust receipts; the cost of countersigning both
the series A bonds and the trust receipts; the cost of exchanging definitive series A
bonds for trust receipts, and the cost of printing the contract; provided however,
that the aforementioned expenses do not exceed the sum of $10,600. Should
this sum not be sufficient the difference shall be borne by the bankers.

The municipality agrees to deliver its temporary series A bond as described in
Article 11 to the bankers free of any expense whatsoever to the bankers.

ARTICLE X

In case of the loss, destruction or mutilation of any series A bond or coupon
a duplicate may be issued upon proof of such loss or destruction or upon surrender
of the mutilated bond or coupon, as the case may be, and upon the giving of
indemnity to the municipality and its paving agent, and upon payment by the
applicant for such duplicate of the cost'of the preparation and 'issue thereof,
providing that the issuance of such duplicate bond will be in accordance with
the laws of Uruguay, and that such proof and indemnity are satisfactory to the
municipality and the paying agent.

ARTICLE XI

The municipality and the paying agent may deem and treat the bearer of any
series A bond and the bearer of any coupon for interest on any such bond as the
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absolute owner of such bond or coupon, as the case may be, for the purpose ofreceiving payment thereof and for all other purposes, and neither the munici.pality nor the paying agent shall be affected by any notice to the contrary. Thebankers or the paying agent may become owners of series A bonds with the samerights as any other bondholder.

ARTICLE XII
The municipality hereby approves the specifications of the terms of the bondsrecited in the prospectus dated December 6, 1926, for the public offering thereofand also all other statements therein made, a copy whereof is marked schedule Cand made a part hereof, and agrees that the series A bonds shall conform withthe foregoing provisions and those contained in schedule C and in the bonds,schedules A and B hereto attached.

ARTICLE XIII
The municipality will indemnify and save harmless the bankers against andfrom any loss, cost or expenses which they may sustain by reason of any delayor default in the performance by the municipality of any agreement of themunicipality contrary to the terms of this contract.

ARTICLE XIV
The paying agent shall keep proper account of all moneys received or paid bythe paying agent and shall send semiannually, or whenever requested by themunicipality, a statement thereof with copies of disoursing vouchers if ally.

ARTICLE XV
All notifications from the Guaranty Trust Co. of New York or from the pavingagent to the municipality shall be addressed in writing or by cable to the presidentof the Administrative Council of the Department of Montevideo. All noti-fications to Guaranty Trust Co. of New York from the municipality shall beaddressed to the Guaranty Trust Co. of New York, 140 Broadway, New York.

ARTICLE XVI
The definitive series A bonds shall be signed in the city of New York by theMinister of Uruguay to the United States who is hereby duly authorized as agentof the municipality for that purpose. The coupons to be attached to the series Abonds shall bear the facsimile signature of said minister.1i tccordanee with the terms of Uruguayan laws, the coupons attached to thedefinitive bonds will be void if not presented for payment within four years aftertheir respective due dates.The temporary series A bonds shall be executed in the city of Montevideo bythe president of the Administrative Council of the Department of Montevideoand its secretary, legally authorized.No series A bond sh~ll be valid or negotiable, for any purpose unless it shallhave been countersigned by a certificate indorsed thereon by the paying agent,or its successor duly appointed by the municipality for such purpose, to theeffect that it is one of the bonds described in the contract.This contract will be written in Spanish. The texts of the temporary bondand the definitive bonds in English are hereby accepted and incorporated'in thiscontract. The English copy of the contract shall also be duly recorded beforenotary public.
Dated in Montevideo, Republic of Uruguay, December 6, 1926.

JUAN P. FABINI,President Administrative Council oj the Department of Montevideo.
MIGUEL A. CLAVELLI, Secretary.
GUARANTY TRUST CO. OF NEW YORK,

By ALBERT BRETON,
Vice President and Attorney-in-Fact.
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SCHEDULE A

FORM OF DEFINITIVE SERIES A BOND, REPUBLIC OF URUGUAY, CITY OF MONTE-
VIDEO, EMPRESTITO RAMBLA SUR (SOUTHERN BOULEVARD LOAN) EXTERNAL
SINKING FUND 6 PER CENT GOLD BOND, SERIES A, DUE NOVEMBER 1, 1959 ($I,000)

The municipality of Montevideo, Uruguay (hereinafter termed "the munici-
pality" for value received, promises to pay to bearer on the first day of Novem-
ber, 1959, the principal sum of $1.000, at the principal office of Guaranty Trust
Co. of New York, in the Borough of Manhattan, city of New York, State of New
York, United States of America, and to pay interest thereon semiannually at the
rate of 6 per cent per annum on the 1st day% of May and the 1st day of November
in each year, according to the tenor and effect of the coupons hereto attached upon
presentation and surrender thereof, as severally they mature. Such principal
sum and interest instalments, when due respectively, will be paid in gold coin
of the United States of America, of, or equal to the standard of weight and fineness
existing on November 1, 1926, without deduction for or on account of any taxes,
assessments, or duties, or any character now or hereafter levied or inposed by the
municipality of Montevideo or by i.,e Republic of Uruguay or by any taxing
authority thereof or therein. liel principal and interest shill also be so paid in
time of war as well as in time of peace whether the holder of this bond or of any
interest coupon pertaining thereto is a resident, citizen, or subject of a friendly,
neutral, or hostile State, without requiring any declaration as to citizenship,
nationality, or residence of such holder, or as to the length of time he has been in
possession of this bond or of such interest coupon, as the case may be, or as to the
date on or price at which he first acquired the same.

This bond is one of an authorized issue of bonds for an aggregate principal
amount of $9,307,800, par equivalent of $9,000.000 Uruguayan gold pesos, issued
and to be issued by the municipality under authority of decrees Nos. 721 and 856
enacted by tile representative assenbly of Montevideo and under and in pur-
slianle of a contract dated December 6, 1926, between the municipality and Guar-
anty Trust Co. of New York, and secured by certain taxes and receipts of the
municipality as specified in said .lecrees as well as in decree 759 of same assembly
and in said contract to which decrees and contract reference is herebv made for a
statement of tile nature and extent of the security, the rights of the holders of the
bonds and coupons. issue or to be issued pursuant thereto and tile terms and
conditions uponI which said bonds are issued and secured.

This bond is one of the first or initial series issued pursuant to said decrees
and said contract for an aggregate principal amount of $5,171,000 known as city
of Montevideo 'Emprestito Rambla Stir' (Southern Boulevard loan) exteril
sinking fund 6 per cent gold bonds, series A, hereinafter called the bonds. The
municipality declares this bond to be its direct liability aIId obligation and for tile
due and punctual payment of this bond with interest in accordance with its terms
and of the coupons attached hereto, the full faith and credit of the municipality
are hereby irrevocably pledged.

Said contract provides for a sinking fund applicable to purchase or redemption
of bonds as will more fully appear by reference to the extracts from such contract
inscribed on the reverse iereof.

This bond is subject to redemption by operation of the said sinking fund oil any
semiannual interest date as above ex p ssed upon publication of notice in a daily
newspaper printed in the English language and of general circulation in the
Borough of Manhattan, city of New York, as provided in the aforesaid contract
and by payment of 100 per cent of the principal amount of this bond, the interest
thereon maturing on such redemption dates being also payable in accordance with
the coupons for such interest.

In the event that default as defined ill said contract shall happen, the principal
amount of the bonds may be declared (tle and payable in the manner anld subject
to conditions provided in said contract.

In accordance with the terms of Uruguayan laws, the coupons attached to this
bond will be void if not presented for payment within four years after their res-
pective due dates. This bond shall not be valid or negotiable for any purpose
until it shall have been countersigned by the signature of Guaranty Trust Co. of
New York as paying agent, or its successor duly appointed by the municipality
for such purpose, to the certificate hereon endorsed.

The English text shall govern exclusively in the interpretation of the terms of
this bond.
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In witness whereof the municipality of Montevideo has caused this bond to be
executed by the Minister of Uruguay to the United States of America, duly author.
ized for that purpose and interest coupons bearing the engraved facsimile signa.
ture of -- to be hereunto affixed.

MUNICIPALITY OF MONTEVIDEO.
NOVEMBER 1, 1926.

PAYING AGENT'S CERTIFICATE

This bond is one of the bonds described in the contract herein referred to.

GUARANTY TRUST Co. OF NEW YORK,
Paying Agent.

NOTE.-Article 4 of contract to be inscribed on the reverse side of this bond.

FORM OF COUPON
No.-

On the 1st day of - 19-, unless the bond hereinafter mentioned shall
have been called for previous redemption and payment thereof duly provided
for, the municipality of Montevideo will pay to bearer at the principal office of
Guaranty Trust Co. of New York, in the Borough of Manhattan, city and State of
New York, United States of America, the sum of $30 in gold coin of the United
States of America of or equal to the standard of weight and fineness existing No.
vember 1, 1926, without deduction for or on account of any taxes, assessments or
duties of any character now or hereafter levied or imposed by the municipality
of Montevideo or by the Republic of Uruguay or by any taxing authority thereof
or therein, being six months interest then due on "City of Montevideo" "Ema.
prestito Rambla Sur" (Southern Boulevard loan) external sinking fund 6 per cent
gold bond, series "A" due November 1, 1959, No. -.

In accordance with the Uruguayan law this coupon will be void if not presented
within four years after its due date. MUNICIPALITY OF MONTEVIDEO.

SCHEDULE B

FORM OF TEMPORARY SERIES A BOND, EXCHANGEABLE FOR ENGRAVED BONDS
WHEN READY FOR DELIVERY, REPUBLIC OF URUGUAY, CITY OF MONTEVIDEO,
EMPRESTITO RAMBLA SUR (SOUTHERN BOULEVARD LOAN) EXTERNAL SINKIN0
FUND 0 PER CENT GOLD BOND, SERIES A. DUE NOVEMBER 1, 1959

No. 1. $5,171,000 U. S. G.
The municipality of Montevideo, Uruguay (hereinafter termed the "municipal-

ity") for value received, promises to pay to bearer on the 1st day of November,
1959, tile principal sum of $5,171,000 at the principal office of Guaranty Trust
Co. of New York, in tle borough of Manhattan, city of New York, State fy
New York, United States of America, and to pay interest thereon semiannualof
at the rate of 6 per cent per annum on the 1st dav of May and the 1st day el
November in each year upon presentation of this bond for notation thereon of
such interest payments. Sueh principal sum and interest installments when due
respectively will be paid in gold coin of the United States of America of or equal
to the standard of weight and fineness existing on November 1, 1926, without
deduction for or on account of any taxes, assessments, or duties of any character
now or hereafter levied or imposed by the municipality of Montevideo or by the
Republic of Uruguay or by the taxing authority thereof or therein. Such prin-
cipal and interest shall also be so paid in time of war as well as in time of peace
whether the holder of this bond is a resident, citizen, or subject of a friendly,
neutral, or hostile state without requiring any declaration as to citizenship,
nationality, or residence of such holder, or as to the length of time he has been in
possession of this bond or as to the date or price at which lie first acquired same.

This is a temporary bond and is one of an authorized issue of bonds for an
aggregate principal amount of $9,307,800, par equivalent of 9,000,000 Uruguavan
gold pesos, issiled and to be issued by the municipality under authority of decrees
Nos. 721 and 856, enacted by the representative assembly of Montevideo and
under and in pursuance of a contract dated December 6, 1926, between time
municipality and Guaranty Trust Co. of New York and secured by certain taxes
and receipts of the municipality as specified in said decree as well as in decree 759

1
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of said assembly and in said contract to which decrees and contract reference is
hereby made for a statement of the nature and extent of the security, the rights
of the holders of the bonds and coupons issued or to be issued pursuant thereto
and the terms and conditions upon which said bonds are issued and secured.

This bond is a temporary bond of the first or initial series issued pursuant to
said decrees and said contract for an aggregate principal amount of $5,171,000
known as city of Montevideo Emprestito Rambla Stir (Southern Boulevard
loan) external sinking fund 6 per cent gold bonds, series A, hereinafter called
the bonds.

This bond is exchangeable for a like aggregate principal amount of engraved
definitive bonds of series A with all unmatured coupons attached when such
definitive bonds are prepared and ready for delivery.

The municipality declares this bond to be its direct liability and obligation and
for the due and punctual payment of this bond with interest in accordance with its
ternis the full faith and credit of the municipality are hereby irrevocably pledged.

Said contract provides for a sinking fund applicable to purchase or redemption
of bonds as will more fully appear by reference to the extracts from such contract
inscribed on the reverse hereof.

This bond is subject to partial redemption in amounts of $1,000 and multiples
thereof by operation of the said sinking fund on any semiannual interest date as
above expressed upon publication of notice as provided in the aforesaid contract
by payment of the portion of the principal amount of this bond specified in said
notice.

The interest hereon maturing on such redemption dates being also payable in
accordance with the terms hereof.

In the event that default as defined in said contract shall happen the principal
amount of this bond may be declared due and payable in the manner and subject
to the conditions provided in said contract.

This bond shall not be valid or negotiable for any purpose until it shall have
been countersigned by the signature of Guaranty Trust Co. of New York as pay-
ing agent or its successor duly appointed by the municipality for such purpose,
to the certificate hereon indorsed. The English text shall govern exclusively in
the interpretation of the terms of this bond.

In witness whereof the municipality of Montevideo has caused this bond to be
executed by , duly authorized for that purpose.

NOVEMBER 1, 1026.
MUNICIPALITY OF MONTEVIDEO.

PAYING AGENT'S CERTIFICATE

This bond is one of the bonds described in the contract herein referred to.
GUARANTY TRUST Co. OF NEW YORK,

Paying Agent.
NOTE-Article 4 of contract is to be inscribed on the reverse side of this bond.

$30,000,000 KINGDOM OF NORWAY 35-YEAR 5 PER CENT SINKING FU.ND

EXTERNAL LOAN GOLD BONDS

To be dated March 14, 1928. To mature March 15, 1963.

SELLING GROUP

NEW YORK, N. Y., March 6, 1928.
GENTLEMEN: We and our associates have purchased, when, as, and if issued

and received by us and subject to approval of counsel, $30,000,000 Kingdom of
Norway 35-year 5 per cent sinking fund external loan gold bonds, to mature
March 15, 1963. For further details concerning this issue we refer you to the
enclosed advance circular.

We are forming (on a basis which allows us and our associates a profit) a
selling group, in which we may participate and of which we shall be managers,
to offer these bonds to the pu6lc. We hereby invite you to become a member
of this selling group.

Offering price.-The selling group will offer these bonds at the list price of
97% per cent and accrued interest to yield about 5.15 per cent. From this list
price, out of the selling commission mentioned below, a concession of one-fourth
per cent may be reallowtrd to banks, dealers, and insurance companies only.
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Except as aforesaid, the list price must be maintained and no other commissions
or ,oncessions may be allowed by you to others, whether or not members of
this selling group.

Public offering.-Public advertisement of this offering will be made on Wed.
nesday, March 7 1928, but in accordance with the procedure recently recoin.
mended by the investment Bankers Association, it is understood that selling
group members are released to offer these bonds upon confirmation of their
selling group interests.

Selling group members will not be permitted to offer these bonds in European
or Canadian markets.

Selling commi8sion.-A selling commission of 1Y4 per cent will be allowed
selling group members on confirmed amounts of bonds, such selling commission
to be subject to the repurchase penalty outlined bWlow.

Sales subject confirmation.-As selling group managers we plan to fill applica-
tions for bonds in the order received, but the right is reserved to reject any
applications or to treat them as subscriptions and allot a smaller amount than
applied for. The subscription books may be closed at any time without notice.

Reporting orders.-1When orders have been reported by telephone or telegraph
such orders should also be reported by letter to Guaranty Co. of New York,
140 Broadway, New York, N. Y., in which it should be definitely stated that
the letter confirms such previous message.

Liability.-Other than your agreement to make payment for bonds confirmed
to you and your liability to take up repurchased bonds as mentioned below,
you will have not commitment in this selling group.

Delivery date.-It is expected that temporary bonds will be ready for delivery
on or about March 16, 1928, at the office of Guaranty Co. of New York, 140 Broad-
way, New York, N. Y. Selling group members agree to take up and make pay.
ment when called upon for bonds confirmed to them, at 97% per cent and accrued
interest, such payment to be made in New York funds. The 1 per cent selling
commission will be paid as soon as practicable after the termination of the account
except as provided below. We reserve the right to withhold delivery of 10 per
cent of the amount of bonds confirmed to selling group members during the
life of the selling group.

Date of terminalion.-The selling group will terminate at the close of business
May 5, 1928, unless sooner terminated by us as selling group managers, but may
be extended at our option for a period or periods not exceeding in the aggregate
60 days.

Repurchased bond8.-In respect to any temporary bonds repurchased in the
market by the managers during the life of the selling group at or below the original
list price of 97% per cent and accrued interest, the managers reserve the right to
withhold the selling commission from the member to whom such temporary bonds
were originally delivered or to require such member to repurchase such temporary
bonds at the cost thereof to the managers even though temporal v bonds delivered
to such member against such repurchase may not be the identical'temporarly bonds
purchased by the managers. The managers reserve the right to apply either of
the above-mrentioned penalties in respect to any temporary bonds repurchased
by them during the life of the account, but of which deliveryis made within seven
days after termination of the account.

Adrertising and circular.-As selling group managers we expect to advertise
on Wednesday, March 7, 1928. Selling group members will be permitted to
advertise at their own expense on the day following the appearance of our adver-
tisement. Circulars and sircular letters are not to be mailed until after the close
of business, March 7, 1928. Telegrams may be sent out at any time on or after
March 7, 1928. Circulars will be supplied in blank in reasonable quantities upon
request.

As managers we reserve the right, in our discretion, to change the offering price,
selling commission and concession at any time without notice and further reserve
the right to withdraw at any time and without previous notice the privilege of
any member of the group to place orders with us, for failure of such member to
maintain the list price, or for any other cause deemed sufficient by us. We shall
have full discretionary powers and shall have authority to make any arrangements
or perform any act which we may deem expedient for the promotion and direction
of the interests of the account. As managers we shall not be liable in any way or
for any matter connected herewith except for lack of good faith.
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Kindly wire Guaranty Co. of New York your acceptance or declination of
of the invitation to become a member of this selling group, and in confirmation
of your acceptance sign and promptly transmit to the undersigned the inclosed
duplicate.

Yours very truly,
GUARANTY CO. OF NEW YORK,
DILLON, READ & Co.,
THE FIRST NATIONAL CORPORATION OF BOSTON,

Selling Group Manager.
By GUIVARANTY Ca. OF NEW YORK,

For the Selling Group Managers.
To GUARANTY CO. OF NLw YORK,

For the Selling Group Manag.rs, New York City.
GFNTLEMEN: The undersigned hereby accepts the invitation to become a

member of the above selling group upon the terms and conditions set forth.

$30,000,000 KINGDOM OF NORWAY 35-YEAR 5 PER CENT SINKING FUND

EXTERNAL LOAN GOLD BONDS

'To ie dated March 15, 1928. To mature March 15, 1963.
BANKING GROUP

NEW YORK, N. Y., March 6, 1928.
GENTLEMEN: We and our associates have purchased, when, as, and if issued and

received by us and subject to approval of counsel, $30,000,000 Kingdom of
Norway 35-year 5 per cent sinking flud external loan gold bonds, to mature
March'15, 1963, more particularly described in the inclosed advance circular.

We are forming a banking grotp, of which we shall be managers and in which
we may participate, to purchase these bonds from ourselves and associates at
95% per cent and accrued interest, which price allows us alld our associates a
profit.

In this banking group we have reserved for you all interest of $ . This
interest is for your own account and may not ie re-offered, subdivided, or trans-
ferred.

We propose to offer these bonds to the public at 97, per cent and accrued
interest to yield about 5.15 per cent, through a selling group of which we shall be
managers and in which we may participate. This selling group is to receive
a commission of 14 per cent oR confirmed sales.

Upon the acceptance of the above participation you will become liable for theprincipal amount of your participation and will slare pro rata in the profits or
losses of the banking group.

Expenses incurred in connection with the lurch:tse and sale of this issue may
be charged- against this banking group. We reserve the right to trade in these
bonds for the account of the banking group and any profit or losses accring
through such trading will be credited to or charged against this banking group.

Participants agree to take up and make payment for bonds when called upon
by us as managers upon five days' notice.

As managers of the banking group we shall have full discretionary powers and
may hold without accountability for interest any and all banking-group moneys
in general account. We act solely as agent for this banking groiip and shall
incur no liability except for lack of good faith.

This banking group terminates at the (lose of business May 5, 1928, unless
sooner terminated, but may be extended by us as managers for a period or periods
not exceeding in the aggregate (0 days. We shall advise you separately in regard
to the selling-group terms, but call your attention to the fact that selling-group
members will not be permitted to offer these bonds in European or Canadian
markets.

Kindly confirm your acceptance of the above interest ini accordance with the
terms of this letter.

Yours very truly,
GUARANTY Co. OF NEW YORK,
DILLON, READ & CO.,
THE Fizs'r NATIONAL CORPORATION OF BOSTON,

Banking Group Managers.
By GUARANTY Co. OF NEW YORK,

For the Banking Group Managers.
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MARCH 7, 1928.

DILLON, READ & Co.

New York, N. Y.
DEAR SIBs: In reference to your letter of March 5, 1928, we are pleased to

inform you that the contract for the purchase of $30,000,000 Kingdom of Norway
35-year 5 per cent sinking fund external loan gold bonds, due 1963, was signed by
Mr. Daniel B. Grant, manager of our London office, on behalf of Guaranty Trust
Co. of New York and Dillon, Read & Co. The bonds were purchased at 95.17
per cent and accrued interest and we confirm that your interest in this purchase
is $7,000,000 principal amount on original terms.

The bonds have been taken over from us and our associates at 95 per cent
and accrued interest by a banking group, l)articulars of which are being furnished
you separately.

Will you please confirm that the foregoing is in accordance with your under-
standing.

Yours very truly,
-- , Vice President.

MAnci 6, 1928.
FIRST NATIONAL CORPORATION OF BOSTON,

New York, V. Y.
DEAR SzisS: Guaranty Co. of New York and Dillon Read & Co. have purchased

$30,000,000 Kingdom of Norway 35-year 5 per cent sinking fund external loan
gold bonds, due March 15, 1963, at 95.17 per cent and accrued interest.

We are pleased to confirm that we have offered you, and you have accepted, an
interest in this purchase of $3,500,000 on original terms. The bonds have been
taken over from us and our associates at 95% per cent anld accrued interest by a
banking group, particulars of which are being furnished you separately.

Will you please confirm that the foregoing is in accordance with youir ander-
standing.

Yours very truly, , Vice President.

.MAxldc 7, 1928.
TIlE UNION TRUST CO. OF I)ITTSBURG7l,

Pittsburgh, Pa.
DEAR SiasS: Guaranty Co. of New York and Dillon Read & Co. have purchased

$30,000,000 Kingdom o'f Norway 35-year 5 per cent sinking fund external loan
gold bonds, due March 15, 1963, at 95.17 per cent and accrued interest.

We are pleased to confirm that we have offered you, and you have accepted, AD
interest in this purchase of $3,000,000 on original terms. 'The bonds have been
taken over from us and our associates at 95% pr cent and accrued interest by a
banking group, particulars of which are being furnished you separately.

Will you please confirm that the foregoing is in accordance with your under-
standing.

Yours very truly,
-- , Vice President.

HAMBnOS BANK (LTD.), MARCH 7, 1928.

London, England.
DEAR Sins: We are pleased to confirm that in the purchase by yourselves and

ourselves and associates of $30,000,000 Kingdom of Norway 35-year 5 per cent
sinking fund external loan gold bonds, (fue March 15, 1963, at 95.17 per cent and
accrued interest, you have an interest on original terms of $6,000,000 principal
amount. The bonds have been taken over front us anti our associates by a
banking group at 95%.j per cent and accrued interest.

Will you please confirm that the foregoing is in accordance with your under-
standing.

Yours very truly, - ,Ve President.

I
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CONTRACT OF THE GOVERNMENT OF THE KINGDOM OF NORWAY WITH GUAR-
ANTY TRUST Co. OF NEW YORK-$30,000,000 35-YEAR 5 PER CENT SINKING
FUND EXTERNAL LOAN GOLD BONDS, DATED MARCH 15, 1928

The following contract is concluded this 6th day of March, 1928, between
the Government of the Kingdom *f Norway (hereinafter termed the "govern-
ment") actin gby and through Per Lund, Minister of Finance, and Guaranty
Trust bo. of New York, a corporation of the State of New York, and Dillon,
Read & Co., a joint stock association organized under the laws of tile State of
New York (hereinafter collectively termed the "bankers").

ARTICLE 1

The bankers agree to purchase at and accrued interest, $30,000,000,
aggregate principal amount, of the 35-year 5 per cent sinking fund external
loan gold bonds, to be issued by and to constitute direct obligations of the gov-
ernment, which hereby pledges its full faith and credit for tile payment of prin-
cipal, interest and sinking fund thereof. The bonds are to be dated March 15,
1928, to mature March 15 1963, and to bear interest at the rate of 5 per cent
per annum from March 15, 1928, payable semiannually on March 15 and Sep-
tember 16 in each year. The bonds will be in coupon bearer form, of the de-
nomination of $1,000 each.

ARTICLE 2

The bonds shall not be subject to redemption prior to March 15, 1933. The
government shall have the right to redeem all or any part of the outstanding
bonds at the redemption price of 100 per cent of the'principal amount thereof,
on March 15, 1933, or on any semiannual interest date thereafter prior to ma-
turity, upon giving notice of such redemption by publishing tile same once a
week for four consecutive weeks in each of two newspapers of general circulation
published in the borough of Manhattan in tile city of New York, United States
of America, specifying in case of partial redemption the numbers of tile bonds
called for redemption, the first publication to be at least 30 days prior to the
date designated for redemption. In case of partial redemption the bonds to
be redeemed shall be selected by lot by tile fiscal agent on behalf of the govern-
ment. Such notice of redemption having been given as herein provided, the
bonds selected for redemption shall, on the date designated in such notice, become
due and payable at the said redemption price, anything herein or in the said
bonds contained to the contrary notwithstanding, upon presentation and sur-
render thereof with all coupons maturing after the redemption date. After
such redemption date, the bonds designated for redemption shall cease to bear
further interest unless they shall not be so paid by the government upon pre-
sentation thereof.

ARTICLE 3

Both principal and interest of the bonds and any and all other sums or ex-
penses payable by the government in connection with the service of the loan
shall be payable at Guaranty Trust Co. of New York (tile fiscal agent for the
loan hereinafter appointed) in tile borough of Manhattan, in the city and State
of New York, United States of America, in United States gold coin of or equal
to the standard of weight and fineness existing on March 15, 1928, and shall
be paid in time of war as well as in time of peace, whether the respective holders
or owners of the bonds are citizens of a friendly or a hostile state.

ARTICLE 4

Payment of the principal of the bonds shall be effected during the last 30
years of the loan by means of a cumulative sinking fund, hereinafter provided
for. At least five days prior to September 15, 1933, and each semiannual interest
date thereafter, so long as any of the bonds remain outstanding, the govern.
meant shall remit to the fiscal agent the sum of about $970,600 for the payment
of interest and sinking fund, of which sum so much thereof as may exceed the
semiannual interest due on such interest date upon the outstanding bonds shall
constitute sinking fund moneys and may be paid in whole or in part by the
delivery to the fiscal agent of bonds of this loan, which shall be accepted at the
face value thereof. The government shall notify the fiscal agent at least 40
days prior to any semiannual interest date, beginning with the interest date
September 15, 1933, of the amount of cash which will be paid into the sinking
fund for redemption of bonds on such interest date; and the fiscal agent, on
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behalf of the government, shall thereupon select by lot an aggregate principal
amount of bonds equal, as nearly as may be, to, but not exceeding the sum so
indicated by the government, and shall thereupon under authority and on behalf
of the government cause notice of redemption of the bonds so selected to be
given in substantially the same manner and with like effect as hereinbefore pro.
vided in article 2 hereof: Provided, That the said notice shall specify the numbers
of the bonds selected for redemption. All bonds paid or redeemed pursuant to
any of the provisions of this contract, as well as all bonds delivered to the fiscal
agent in payment, in whole or in part, of any sinking fund installment, shall forth.
with be canceled and permanently retired. Bonds called for redemption, In
respect of which cash sufficient for the redemption thereof shall be deposited
with the fiscal agent, shall not be deemed to be outstanding, within the mean.
ing of this contract, after the interest date designated for the redemption thereof.

ARTICLE 5

Both principal and interest of the bonds shall be paid without deduction for
or on account of any present or future taxes or duties imposed or levied by or
within the Kingdom of Norway or by or within any political subdivision or
taxing authority thereof; but the foregoing shall not be construed as exempting
bonds from taxation when in hands of subjects or residents of the Kingdom of
Norway otherwise subject to taxation thereon in Norway.

ARTICLE 6

The Government agrees that if, in the future, it shall sell, offer for public subscrip.
tion, or in any manner dispose of any bonds or loan secured by lien on any revenue
or asset of the Kingdom of Norway, the bonds of this loan shall be secured
equally and ratably with such bonds or loan.

ARTICLE 7

The Government will maintain in the borough of Manhattan, in the city of
New York, a fiscal agency of the loan. The Government hereby: appoints
Guaranty Trust Co. of New York fiscal agent for the service of the loan. The
Government irrevocably authorizes and directs the fiscal agent to pay out of the
moneys paid to them as hereinbefore provided the interest on the bonds to the
bearers of the coupons upon presentation and surrender thereof, and the principal
of the bonds at maturity or on the redemption dates, as the case may be, to the
bearers of the bonds to be paid or redeemed, on presentation and surrender
thereof, and to apply the moneys in the sinking fund to the redemption of the
bonds.

The Government shall pay the fiscal agent of the loan, as compensation for its
services as such, per cent of the face value of all interest coupons
as paid, and per cent, of the principal amount of all bonds redeemed
by the sinking fund or otherwise or delivered to the fiscal agent in lieu of cash.

ARTICLE 8

All sums payable on account of interest or principal on the outstanding bonds,
or on account of the sinking fui.d hereinbefore provided for, shall be in the hands
of the fiscal agent at least five full business days prior to the respective interest
dates upon which the same become payable.

ARTICLE 9

A temporary bond or, if requested by the bankers and approved by the Govern.
ment, temporary bonds in the denomination of $1,000, shall be duly issued,
executed, authenticated by the fiscal agent of the loan and delivered to the
bankers at the office of Guaranty Trust Co. of New York, in the city of New
York, by the duly authorized representative of the Government on or before
March 16, 1928, against payment by the bankers of the purchase price of the
bonds, such payment to be made by crediting the purchase price to the account
of the Government with Guaranty trust Co. of New York, available for the free
disposal of the Government. At the option of the bankers, delivery of the
temporary bond or bonds may be deferred for a period or periods of 10 days in
the aggregate.
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ARTICLE 10

The legality of all proceedings in connection with the form and issuance of the
bonds of this loan shall be subject to the approval of counsel of the bankers, and
the Government agrees to furnish to the bankers, prior to the delivery of the
temporary bond or bonds, such documents, assurances, and proofs of legality as
the counsel of the bankers may require.

ARTICLE 11

The Government undertakes to pay, as part of the expenses in connection with
the service of the loan all expenses incident to the issuance and preparation of
both temporary and definitive bonds, and any interim certificates, including
printing, engraving charges for authentication, fees of its own counsel, charges
for the use and facilities of a signature company in executing and authenticating
the bonds, the cost of advertising bonds drawn for redemption for sinking fund
or otherwise, and the cost of listing the bonds on the New York Stock Exchange
if the bankers deem such listing desirable.

ARTICLE 12

The temporary and definitive bonds of this loan shall be executed in substantially
the same forms, respectively, and shall be authenticated by the fiscal agent in
substantially the same manner as the 30-year 6 per cent sinking fund external
loan gold bonds of the Kingdom of Norway, dated October 16, 1922. Definitive
bonds shall be in such form as to be eligible for listing on the New York Stock
Exchange. The Government agrees to furnish such information as may be
required in connection with such listing.

ARTICLE 13

Reference in this contract to the fiscal agent shall be deemed to include any
successor corporation however constituted.

In witness whereof this contract is signed in duplicate and delivered, at the
city of Oslo the day and year first above written.

For the Government:
PER LUND,

Minister of Finance.
[SEAL.I L. SMITT,

Permanent Secretary General to the Department of Finance.

For the Guaranty Trust Co. of New York:

For Dillon, Read & Co.:
DANIEL B. GRANT.

DANIEL B. GRANT.

Appointments in con nection iith Joreign issues, corporate trust department, Guaranty
Trust Co. oJ New York, 1920-1931

Issue

The Algoma Central & Hudson Bay Ry. Co., equipment
trust series E, dated Nov. 1, 1929, due 1930-1939.

Andian National Corporation (Ltd.). first mortgage 15-year
§ per cent sinking fund gold bonds, dated Mar. 1,1925, duo
Mar. 1, 1940.

Anglo-American Oil Co. (Ltd.), 5-year 71d per cent sinking
fund gold notes, dated Apr. 1, 1920, due Apr. 1, 1925.

Anglo-American Oil Co. (Ltd.), serial 4 5 percent gold notes,
dated July 1 192, due July 1, 1927-1929.

Antilla Sugar 6o., 20-year 8 per cent convertible gold deben-
ture bonds, dated Jan. 1, 1924, due Jan. 1 1944.

Arnold Bernstein SchiffahrtsgesellsIthaft m. b. b., first mort-
gage 5 per cent marineequipment gold bonds, dated Sept.
15, 1930, due Sept. 15, 1945.

Comraonwealth of Australia, external loan of 1925 30-year 6
per cent gold bonds, dated July 15,1925, due July 15, 1955.

Austrian Government International Loan 1930sinking fund
7 per cent gold bonds, dated July 1, 1930, due July 1, 1957.
' Closed,

Principal
Guaranty Trust Co. as- amount

Issued

Trustee .....................

d o .......................

... -do ......................

... do .......................

.... do ....................
..... d o ........................

Countersigning agent .......

...o .do.....-.......-- ......

$320,000
I 10, 000, 000

116,000,000

6,000,000

4,000,000

2,000,000

25, O, WO
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Appointments in connection with foreign issues, corporate trust department, Guaranty
Trust Co. oj New York, 1920-1931-Continued

Principal
issue • Guaranty Trust Co. as- amount

Issued

Banco Agricola Hipotecarlo, guaranteed 20-year 7 per cent
sinking fund gold bonds, issue of January, 1927, due Jan.
15,1947.

Kingdom of Belgium, I and 2 year treasury bills, dated-
various 1920 due-various 1921-22.

Kingdom of Belgium, 5-year 6 per cent treasury bills, dated
Jan. 1, 1920, due Jan. 1,1925.

The Kingdom of Belgium 25-year external gold loan 734
per cent sinking fnd reeemable bonds, dated June 1,
1920 due June 1 1945.

The Kingdom of Belgium, external loan 20-year 8 per cent
sinking fund gold bonds, dated Feb. 1, 1921, due Feb. 1,
1941.

Kingdom of Belgium, external loan 25-year 638 per cent gold
bonds, dated Sept. 1, 1924, duo Sept. I, 1949.

Kingdom of Belgium, external loan 30-year sinking fund 6
e roent gold bonds dated Jan 1 1925, due Jan. 1, 1955.

Te Kingdom of Belgium, external loan 30-year sinking fund
7 per cent gold bonds dated, June 1 1925, due June 1, 1955.

The Kingdom of Belgium, stabilizaion loan, 1926 external
sinking fund 7 per cent gold bonds dated Nov. 1, 1920, due
Nov. 1, 1956.

Bergwerksgesellschaft Oeorg von Gieche's Erben, 83, per
cent sinking fund mortgage bonds due Nov. 1, 1945.

Banco Hipotecarlo de Bogota (mortgage bank of Bogota)
20-year 7 per cent sinking fund gold bond Issue of May,
1927, dated May 1, 1927, due May 1 1947.

Department of Bolivar, Republic of Colombia, 30-year 6 per
cent external gold bonds dated Jan. 1, 1924, due Jan 1 1954.

Republic of Bolivia, external 8 per cent serial gold bonds
dated Jan. 1, 1922, due serially through July 1, 1940.

State of Bremen (Germany) (free Hanseatic city of Bremen),
1-year external gold discount treasury notes dated Dec. 1,
1924, due Dec. 1. 1925.

State of Bremen (free Hanseatic city of Bremen), 10-year 7
per cent external loan gold bond dated Sept. 1, 1925, due
Sept. 1, 1935.

City of Brisbane, 30-year sinking fund 5 per cent gold bonds
dated Feb. 11928, due Feb. 1, 1958.

Brunner Turbine & Equipment Co. 7M percent closed first-
mortgag 30-year sinking fund gold bonds dated Nov. 1,
1925 due Nov. 1, 1955.

Canadian General Electric Co. (Ltd.), 20.year 6 per cent gold
debentures dated Apr. 1, 1922, due Apr. 1, 1942.

The Canadian Northern Ry. Co., 3-year 5 per cent gold notes
dated Mar. 1, 1922, due Mar. 1, 1925.

Canadian National Rys. Co., equipment trust series H 1924
dated July 1, 1924, due serially through July 1, 1939.

Canadian National Railways equipment trust series Y 1927
434 per cent equipment trust gold certificates dated May 1,
1927 due seially May 1 of each of years 1928 to 1942, in-
clusive.

Republic of Chile, $24,000,000, external loan 20-year sinking
fund 8 per cent gold bonds dated Feb. 1, 1921, due Feb. 1,
1941,

Republic of Chile, 6 per cent external sinking fund gold bonds
dated Oct. 1,192, due Apr. 1, 1960.

Republic of Chile, 6 per cent external sinking fund gold bonds
dated Feb. 1, 1927, duze Feb. 1, 1961.

Christiania Tramways Corporation, certificates of participa-
tion in the 2-year 5 per cent gold notes dated Oct. 16, 1924,
due Oct. 1, 1926.

Republic of Colombia, 6 per cent external sinking fund gold
bonds dated July 1, 1927, due Jan. 1,1961.

Republic of Colombia, 6 per cent external sinking fund gold
bonds of 1928 dated Apr. 1, 1928, due Oct. 1, 1961.

Compania Azucarera Boca Chlca, C. por A., first mortgage
15 year 7*-per cent sinking fund gold bonds dated Feb. 15,
1927, due Feb. 15, 1942.

Compagnie du Chemin do fer du Nord (Nord Railway Co.),
634 per cent external sinking fund gold bonds dated Oct. 1,
1924, due Oct. 1, 1950.

Copenhagen Telephone Co. 25-year sinking fund external
6 per cent gold bonds dated Apr. 15,1925, due Apr. 15, 1950.

Copenhagen Telephone Co 25-year sinking fund external
5 per cent gold bonds due 'eb. 15, 1954.

Credit Consortium for Public Wcrks, series A 10-year bonds
dated Mar. 1, 1927, due Mar. 1, 1937.
1 Closed.

Registrar ...................

Countersigning agent ......
Paying agent ...........
Countersigning agent..::::
Paying agent ...............
Cof scal agent ..............

..... do ......................

... _do .......................

..... do ......................

..... do......................

..... do ......................

Trustee .....................

..... do .....................

..... do ...................

..... do .....................

Paying agent ................

Payingagent oftheloan and
bankers.

Fiscal and authenticating
agent.

Trustee .....................

.-... do ...... ..... ..... ......

..... do......................

..... do...... ...........

..... do. ............. .... .....

Fiscal agent .................

Countersigning agent .......

..... do ......................

Trustee .....................

Authenticating agent .......

Registrar ....................

Trustee .....................

Countersigning agent .......

Fiscal agent .................

Paying agent ................

Registrar ....................

$3,000,000

'I 2,000,000

I 4,280,000

* 50,000,000

* 30,000,000

30,000,000

50,000,000

50,000,000

50,000,000

61 000, ON

3,000,000

10, 000, 000

13,000,000

115,000,000

15,000,000

7,500, 000
14,000,000

'5, c, 000

11l, 00O,000

9,375,0€0

15,000,000

124, 000,000

42,05, OW0

27,500,000

'1, 400,00

25,000,000

35, 000,000

i,000,000

15,000,000

'2, 000, 00

7,000,000

M0W,

998
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Appointments in connection with Joreign issues, corporate trust department, Guaranty
Trust Co. oj New York, 19XV-1931-Continued

Issue Guaranty Trust Co. as-

Credit Consortium for Public Works, series B 20-year bonds Registr ....................
dated Mar. 1, 1927, due Mar. 1, 1947.

Cuba Hydroelectric Co., 7 per cent first mortgage and col- Trustee .....................
lateral trust gold bonds dated July 1, 192 , dueJuly l, 194.

Cuban Telephone Co., 10-year 8 per cent gold debenture ..-.do ......................
bonds dated July I 1920, due July 1, 1930.

Danish Export Credit Committee, guaranteed 4H per cent
gold notes:

First Issue dated Jan. 1, 1927, due serially Jan. 1. i0- Payingagent ..... ..........
1934, Inclusive.

Second issue, dated Nov. 1, 1927, due serially May and -....do...........
Nov. 1, 1928-1934.

Danish Producers Loan Fund Committee, guaranteed 5 per ....do ......................
cent gold bonds dated July 1,1928, due July 1, 1931-1940.

Kingdom of Denmark, 40-year 5% per cent external loan gold [....do ......................
bonds dated Aug. I, 1925, duo Aug. 1, 1955.

Kindom of Denmark, 34-year 4% per cent external loan ---- do ......................godbnsdated Ae Ar. 15, 1928, due Apr. 15, 1962.
DeutscheDampfschifffahrtsOesellsebaft, Hansa"("Hansa"'  Fiscal agentand American

Steamship Line), 10-year 6 per cent gold bonds dated , trustee.
Oct. 1, 1929, due Oct. 1, 1939.

Dutch East Indies (Nederlandsch.Indle), 25-year external I Fiscal agent .................
6 per cent gold bonds dated Jan. 1, 1922, due Jan. 1,1947.

Dutch East Indies (Nederlandsch-Indie), 40.year external. do ...............
sinking fund 6 per cent gold bonds dated Mar. 1922,
due Mar. 1, 1902.

Dutch East Indies (Nederfandsch-lnde), 30.year extendl ..... do ..................
sinking fund 5% per cent gold bonds dated Mar. 1, 1923,
due Mar. 1, 1953.

Dutch East Indies (Nederlandsch-Indie), 30.year external t ....do .......................
sinking fund 56 per cent gold bonds dated Nov. 1, 1923,
due Nov. 1. 1953.

Farmers National Mortgage Institute, 7 per cent Hungarian Paying agent ................
land mortga e sinking fund gold bonds, 1928, dated Oct.
1,192$. due ct. 1, 1963,

Fred. Krupp (Ltd.) (Fried. Krupp Aktlengesellschaft). %utbenticsting agent.
7 per cent 5-year merchandise secured gold dollar notes
dated Dec. 15,1924, due Dec. 15, 1929.

The Government of the French Republic, 20.year external Registrar and counterslgn-
gold loan 7)4 bonds dated June 1, 1921, due June 1, 1941. Ing agent.

Republic of France, 5 per cent redeemable national loan Countersigning agent (car-
dated May 1, 1920, redeemable by series within 60 years tain series).
by semiannual drawings.

The Government of the French Republic, external loan of Countersigning agent .......
1924 25-year sinking fund 7 per cent gold bonds dated
Dec. 1, 1924, due Dec. 1, 1949.

Hanburg-Amerikanisebe Packetfahrt Actien-0ee c t, Tustee .....................
first mortgage 6% per cent marine equipment serial gold
bonds dated Dec, 1, 1925, due Dec. 1, 1928-1939. I

Housing & Realty Improvement Co., Berlin, first (closed) American trustee ...........
mortgage 20-year sinking fund 7 per cent gold bonds dated
Nov. 15, 1926, due Nov. 15, 1946.

Hudson Bay Mining & Smelting Co. (Ltd.), 5-year on- Trustee .....................
vertible 6 per cent gold debentures dated July 15, 190,
due July 1 1935.

Hungarian Ventrl Mutual Credit Institute, 7 per cent ...do .......................
land mortgage sinking fund gold bonds series A dated
Jan. 1, 1927, due Jan. 1, 1937.

Hungarian Land Mortgage Institute, 7H per cent sinking Paying agent ................
fund land mortgage gold bonds series B dollar bonds
dated Nov. 1, 1927, due May 1, 1961.

Hungarian Land Mortgage Institute, 73 per cent sink' n ..do .......................
fund land mortgage gold bonds series A dollar bonds
dated May 1 1926, due May 1, 1961.*Lloyd SabauW6o" Soclet A nonima P'er Atzoul,first mortgae T"trustee .....................
7 per cent marine equipment serial gold bonds dated Feb. T
1, 192, $200,000 due Feb. 1, 1930-Feb. 1, 1941. 1

Munialityof Medelln-Republlcof Colombia, 25-year es- ..... do .......................
Vffpier cent secured gold bonds of IM26, dated Dec. I,

1926, due Dec. 1, 1951.
Municipality of Medellin-Republic of Colombin, extr Authenticating agent ........

634 per cent gold bonds of 1928 dated June 1,1928, due Dec. 1
1. 1954,, .oo~ ~ct o,, 6 ,r cent seia gold TrwT, e .....................

Minerva Motors, Societe Anonyme,0ercnseilgd Tule- ------
notes dated Feb. 1, 1920, due serially through Feb. 1, 192.5.

"Montecatini" Soclets Generale per L'Industria Mineraria ..... do .......................
de Agricola, 10-year sinking fund 7 per cent gold debenture
bons dated Jan. 1, 1927, due Jan. 1, 1937.
'Closed

92928-32- T 2----45

999

Principal
amount
Issued

$7,500,000

, 00,000

13,600,000

1, 10, 000

3,0000

2, 00, 0o

so, ow, 000

55.0,oo 0

5,000,000

4 ,000,000

6060006000

26,000,000

25,000,000

2,0006000

10 00%,0o

1006 000, 000

Fcs.65,593,900

$100,000,OO0

6 ,6%0, 00

1,600, 000

5,000,000

3,000,000

3,00000

3, 000,00

1 ,40,000

3,000,000

91,000,000

11,000,000

10,000,000
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Appointments in connection with joreign iYsues, corporate trust department, Guaratnty
Trust Co. oj New York, 1920-1931-Continued

Principal
Issue Guaranty Trust Co. as- amount

Issued

Municipality of Montevideo, southern boulevard loan ex-
ternal sinking fund 6 per cent gold bonds, series A, due
Nov. 1, 1959.

Mortgage bank of Chile, guaranteed sinking fund 6 per
cent gold honda dated June 30,1925 due June 30, 1957.

Mortgage bank of Chile, guaranteed sinking fund 6)j per
cent gold bonds of 1926, due June 30, 1961.

Mortgage bank of Chile, guaranteed 5-year 0 per cent agri-
cultural notes of 1926, dated Dec. 31, 192, due Dec. 31,
1931.

Mortgage bank of Chile, guaranteed sinking fund 6 per cent
gold bonds of 1928 dated Apr. 30, 1928, duo Apr. 30, 1961.

Mortgage bank of Chile, guaranteed sinking fund 6 per cent
gold bonds of 1929 dated May 1, 1929, due May 1, 1962.

National Hungarian Industrial Mortgage Institute (Ltd.),
first mortgage sinking fund 7 per cent gold bonds, series A
dollar bonds dated Nov. 1, 192, due Nov. 1, 1948.

Norddeutsche Lloyd (Bremen) (North German Lloyd), 20-
year 6 per cent sinking fund gold bonds dated Nov. 1, 1927,
due Nov. 1, 1947.

Government of the Kingdom of Norway, 35-year 5 per cent
sinking fund external loan gold bonds dated Mar. 15, 1928,
due Mar. 15, 1963.

Kingdom of Norway Municipalities Bank (Norges Kom.
munalbank), external 5per cent sinking fund gold bonds
dated Dec. 1, 1927, due Dec. 1, 1967.

North American Sugar Co., S. A., 6;t per cent first mortgage
gold bonds dated Aug. 22, 19M, due June 30, 1943.

Republic of Panama, 30-year 5R per cent external secured
sinking fund gold bonds due June 1,1953, dated June 1,192,
due June 1, 1953.

Republic of Peru, 10-year external 8 per cent secured gold
bonds dated June 1, 1922, due June 1, 1932.

Republlo of Peru, external sinking fund secured 8 per cent
gold bonds:

Sanitation loan, series of 1924 ............................
Sanitation loan, series of 1926, dated Oct. 1, 1924, due

Oct. 1, 1944; dated Apr. 1, 1926, due Oct. 1, 1944.
Republic of Peru, 15-year external sinking fund secured 7%

per cent gold bonds of 1925 dated Nov. 1,192, due Nov. 1,
1940.

Rebpulio of Peru, external secured sinking fund 76 per cent
gold bonds, series of 1926, dated Sept. 1, 1926, due Sept. 1,
1958.

Porto Rico Telephone Co., 10-year 8 per cent gold debenture
bonds dated July 1, 1920, due July 1, 1930.

Potrero Sugar Co., first mortgage 7per cent sinking fund gold
bonds dated Nov 15 1927, due Nov. 15, 1947.

Department of Santander-Republlc of Colombia, external 20.
year 7 per cent secured sinking fund gold bonds, series A,
dated Oct. 1, 1928 duo Oct. 1, 1948.

City of Santiago, Chile, I-year 6 per cent external gold notes
dated Jan. 1, 1927, due Jan. 1, 1928.

The Shawinigan Water & Power Co., 6-year 7% per cent
secured convertible gold notes dated July 1, 1920, due July
1, 1926.

City of Soissons, 15-year external reconstruction secured 6
per cent gold loan bonds dated Nov. 14,1921, due Nov. 14,
1936.

Government of Switzerland, 20-year 8 per cent sinking fund
gold bonds dated July 1, 1920, due July 1, 1940.

Toho Electric Power Co. (Ltd.), first mortgage (Kansai
division) gold bondsdated Mar. 15, 1925, due Mar. 15, J955.

Tokyo Electric Light Co. (Ltd.), 3-year 6 per cent gold notes
dated Aug. 1 1925, due Aug. 1, 1928.

Toho Electric Power Co. (Ltd.), 3-year 6 per cent gold notes
dated July 15, 1928, due July 15, 1929.

Tokyo Dento Kabushiki Kaisha, first mortgage gold bonds,
6 per cent dollar series due 1953 dated June 15, 1928, due
June 15, 1953.

Tobho Electric Power Co. (Ltd.), year 0 per cent gold notes
dated July 1, 1929, due July 1, 1932.

City of TrondhJem, Norway, municipal external dollar loan
of 1924,20 year 6% per cent sinking fund external loan gold
bonds dated July I, 1924, due July 1, 1944.

City of TrondbJem, Norway, municipal external dollar loan
of 1927, 30-year 534 per cent sinking fund external loan gold
bonds dated May 1, 1927, due May 1, 1957.
3Cloed.

Paying agent ................

Cofiscal agent and registrar..

..... do......................

..... do.......................

..-...do......d..o...............

._....--)d.......................

Paying agent ................

Coflscal agent and American
trustee.

Fiscal agent .................

Fiscal agent and registrar...

Cotrustee ...................

Trustee .....................

Paying agent ................

..... do .......................
..... do.....................

..... do...................

..... do.......................

Trustee .....................

..... do ....-.................

Fiscal agent .................

Authenticating agent ........

Trustee .....................

Paying agent ................

Registrar ....................

Fiscal agent .................

Trustee .....................

Trustee .....................

Fiscal agent .................

Trustee .....................

Registrar ....................

... do .......o.............

$5, 171,000

20,000,000

20,000,000

10,000,00

20,000,000

20, 000, 000

5,000,000

20,000,000

30,000,000

6,000,000

4,000,000

4,500, 000

12, 500, 000

17, oo, W0
'2, 000,00DD

I 7,5W0,000

116, 000, 00

'400,000

2,000, 00

2,000,00

11,000,000

14, 000,00

6, 000w

25,000, OD

15. 000, ODD
124,00.0

110, 000,M0

70,00Q,000

11,450,000

2,500,000

2t 75% OD
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Appointments in connection with joreign issues. corporate trst department, Guaranty
Tru8t Co. of New York, 92O-1931--Continued

Principal
Lsue Gumaty T1eat Co. as-- amount

Issued

Provfn oT Tucunan (Argentine Republic) 7 per cent Fisecalsonsta ............... $A 122, 00e x tws sinking fund gold bonds of IfO dted Oct. 1, M',
due Oct. 1, 1950.United Industrial Corporation (Via), 6 er cent sinking Tnism .................... 6,000,000fund gold debentures dated Nov. 1, 1026, due Nov. t!, .United Steel Works of Burbacb-iehh.Dudeange (Artied). do ..................... 10, 000, 00025-year stnking fund 7 per cent gold bonds dated Apr. 1,
199, due Api. 1, 191.

Republic of uruguay, 6 per cent external sinking fund Regfstu . ................ 30,000,000gold bonds dated May 1, 192,. due May 1, 160.Republic of Uruguay. 6 per cent extermal sinking fund gold Autbentighf agent ........ 17,881,000bonds, public works loan deted May 1, 1930. due May 1.
1964.

112CAflrUflOS
Ope.....................................$1, W' N69, 60284, 0, 000
Aggregate ..................................................................... I1, 65, 499. smopen ........................................................... Fes. 66, 593, 900

NOTE.-In addition to the capacity or function mentioned, in many elm we have acted also as payingaent, of principal or Interest, or boi, as registrar as to ownership, sod we also In many cases operateKinking funds, or market funds, and handle optional calls for edemption.
CIRCULARS OF FOREIGN ISSUES, 1920 To 1931, WmIC WERE MANAGED BY

GUARANTY Co. OF NEW YORK (AND IN Waicn Tsar APPEARED FIRST)

$2,525,000 PROVINCE OF ALBERTA, CANADA, 4% PaR CENT GOLD BONDS
Dated January 16, 1927, noncallable, $1,275,000 due January 15 1957,

$1,260,000 due January 15, 1942. Principal and semiannual interest (January
1 and J uly 15) payable in gold coin of the present standard of weight and fineness
in New York City, or in Canadian funds in Toronto, Montreal, Edmonton, or
Victoria. Coupon bonds in $1,000 denomination, registerable as to principal.

Free from all provincial taxes, succession duty charges, and impositions of the
Province of Alberta, and from municipal taxation in the Province.

Financial utatement

Assessed value of property within the Province -----------------
Gross funded debt (including this issue) -----------------------

NoTE.-Included in above are $25,992,702 representing net
amount of self-sustaining debt.
Sinking funds ----------------------------------------------
Contingent liabilities (last published statement) ----------------

NoTE.-Of this amount $22,539,957 represents debentures of
railways now owned and operated bv the Dominion Government
under the Canadian National RailwAy System and upon which
interest is paid by the Dominion Government.
Total provincial assets --------------------------------------
Annual dominion subsidy -----------------------------------
1926 estimate:

R evenues ---------------------------------------------Expenditures ------------------------------------------
December 31, 1925:

Revenues .....................
Expenditures -----------------------------------------
Population -----------------------------------. number.. -
Area ----------------------------------- t- square miles..

$725, 886, 000
89, 394, 666

2, 732, 826
48, 188, 854

174, 091, 689
1, 674, 435

11,999,852
11, 677, 862

11, 531,026
11, 343,006

645, 700
255, 285

The Province of Alberta, fourth in area among the Provinces of Canada, is
five times as large as the State of New York and equals the combined area of
Montana, North Dakota, and Minnesota. It is primarily a country of agri-
cultural wealth. The eastern part of the Province is admirably adapted to the
production of first-quality hard wheat and the western section, at the foothills
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of the Rocky Mountains, is unexcelled for ranching and mixed farming. There
is also a great area of coal deposits exceeding 14 per cent of the world's supply.
This abundance of agricultural and other natural resources is a constant source of
revenue and prosperity for the Province.

Alberta has excellent transportation facilities, being traversed by two trans
continental railways, namely, the Canadian Pacific Railway and the Canadian
National Railway Systems, which also have a network of branch lines. The
Pro-Once aso owns and operates the Alberta & Great Waterways Railway,
the Fdmonton, Dunvegan & British Columbia Railway, and the Lacombe &
North Western Railway, all of which serve a rich territory.

These bonds, issued for highway and railroad purposes, are direct obligations
of the Province of Alberta. The Province has the power to levy direct taxes
upon all the taxable property within the Proviene to provide for principal,
interest, and sinking funds on its debentures, but only finds it necessary to exercise
this taxing power to a small degree, owing to the large amount of revenue received
from other sources.

One million two hundred and seventy-five thousands dollars bonds, due
1957, price, 95.25 and Interest; $1,250,000 bonds, due 1942, price, 96.82 and
interest; to yield about 4.80 per cent (for payment in United States funds).

These bonds are offered when, as, and if issued and received by us and subject
to the approval of counsel. The legality of this issue is to be approved by E. G.
Long, K. C., Toronto. Interim receipts will be ready for delivery on or about
January 24, 1927. GUARANTY Co. or Nnw Yonic.

$2,100,000 PROVINCE OF ALBERTA 6 PER CENT GOLD BONDS

Dated September 1, 1921; due September 1, 1931. Interest payable March
and September. Principal and interest payable in gold in New York or Canada.
Coupon bonds, in denomination of $1,000, registerable as to principal.

Legal for investment for savings banks in Connecticut, New Hampshire,
Vermont, and Ohio.

The Province of Alberta, with an estimated population of 600,000, has an
assessed valuation of $529,148,267 and a net funded debt, with this issue included
and sinking fund and self-sustaining debt deducted, of $24,187,195, or about
4% per cent of assessed valuation. The actual valuation of all taxable property
in the Province is estimated to be well over $1,000,000,000.

These bonds are a direct general obligation of the entire Province of Alberta.
Ninty-five and interest, to yield about 6.7 per cent. Legality to be approved
by Messrs. Malone, Malone & Long of Toronto.

$2,000,000 PROVINCE OF BRITISH COLUMBIA, CANADA, 5 PER CENT SINKING
FUND GOLD BONDS

Dated January 25, 1924, noncallable, due January 25, 1949. Princlpai and
semiannual interest payable (January 25 and July 25) in United States gold in
New York City; also payable at the option of the holder in Canada. Coupon
bonds in denomination of $1,000, with privilege of registration as to principal.

These bonds are the direct obligation of the Province of British Columbia and
are payable, principal and interest, from its general revenues.

Financial sataement

(As officially reported)

Approximate value of assessable property ------------------- $820, 407,268
Total funded debt, including this Issue ---------------------- 85, 667, 136
.Sinking funds --------------------------------- $18,064,668
Revenue producing debt against which the Govern-

ment holds collateral bonds and mortgages the
revenue receipts of which for 1923 were
$850,607.21 -------------------------------- 14, 592, 325• 32, 656, 993

Net funded debt -------------------------------------- 53, 010, 143
Annual federal government subsidy ------------------------ 623, 135
Provincial assets, including public buildings, lands, timber, etc-.. 650, 000, 000
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Population, 1921 census, 524,582.
In addition to its direct debt the Province has guarantees in effect aggregating

$44,517,856, of which, however, $40,157,523 are in connection with railways now
owned and operated by the Canadian Government.

Under authorizing orders-in-council specific sinking funds are provided sufficient
to retire thigh issue at maturity. Such sinking funds are to be appropriated from
the consolidated revenue fund and invested in bonds of the Dominion of Canada
or Province of British Columbia. The present sinking fund of this Province
amounts to $18,064,668 and is the largest sinking fund held by any Province in
Canada.

British Columbia is the third largest of the Canadian Provinces, possessing
great natural resources of timber, agricultural lands, mines, and fisheries.

Price 96?4 and interest to yield over 5.23 per cent (for payments in United
States funds).

When, as, and if, issued and received by us and subject to approval of counsel.
It is expected that interim certificates will be ready for delivery on or about
February 5, 1924. The legality of this issue is to be approved by E. G. Long,K. C., of Toronto. GUARANTY Co. OF NEW YORK.

$4,000,000 PRoviNcE OF BRITISH COLUMBIA, CANADA, 3-YEAR 4% PER CENT
GOLD BONDS

To be dated February 2, 1925. To mature February 2, 1928. Principal and
semiannual interest (February 2 and August 2) payable in United States gold
in New York City; also payable at the option of the'holder in Canada. Coupon
bonds in denomination of $ 1,000, with privilege of registration as to principal.

These bonds are a direct and primary obligation of the Province of British
Columbia and are payable, both principal and interest, from its general revenues.

Fin( ncial statement

Approximate value of assessable property ------------------- $820. 407, 268
Total funded debt, including this issue ------------------------ 91,574, 636
Sinking funds --------------------------------- $14, 059, 272
Revenue-producing debt ----------------------- 15, 234, 728

29, 294, 000
Net funded debt ---------------------------. -.------------ 62, 2S0, 636
Annual Federal-Government subsidy----- _----------------- - 623, 135
Provincial assets, including public buildings, lands, timber, etc_ 700, 000, 000

Population, 1921 census, 524,582.
In addition to its direct debt the Province has guarantees in effect aggregating

$45,247,226, of which, however, $40,157,523 are in connection with railways now
owned and operated by the Dominion Government.

The Province of British Columbia, the third largest of the Canadian Provinces,
includes all the Pacific seaboard belonging to the Dominion and possesses great
natural resources of timber, agricultural lands, mines, and fisheries. The Province
ranks first in Canada in the production of hunber, fish, copper, and zinc; second
in total mineral output, and in fruit growing; and third in manufacturing, being
exceeded in this respect only by the thickly populated Provinces of Ontario and
Quebec.

Price 100 and accrued interest (for payment in United States funds).
When, as, and if issued and received by us and subject to the approval of

counsel. It is expected that interim certificates will be ready for delivery on
or about February 10, 1925. The legality of this issue is to be approved by
E. G. Long, K. C., of Toronto, Canada.

GUARANTY CO. OF NEw YORIK.

$1,000,000 PRovINcE OF MANITOBA 5 PER CENT GOLD BONDS

Dated April 2, 1923. Due April 1, 1924. Principal and semiannual interest
(October 2 and April 1) payable in United States gold in New York City. Collpon
bonds in denomination of'$1,000.

Manitoba, adjoining Ontario on the west, is the oldest of Canada's western
Provinces, and contains one of the finest wheat-producing areas in the world.
The value of products of the Province, for 1920, including agriculture, livestock,
dairy products, fisheries, manufactures, minerals, and lumber, is estimated at
$318,000,000.
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Manitoba is well served with railway facilities, all transcontinental Uns
through the Province, and these, together with their numerous branch
form a network of 4,168 miles.

Price 99.80 and accrued interest, to yield over 5.20 per cent. For payment is
United States funds.

Legality to be approved by E. G. Long, K. C., of Toronto. Ontario.
GUARANTY CO. OF NEW Yoai.
BLYTH, WITTER & Co.
WOOD, GUNDY & CO.

$2,000,000 PROVINCE or NOVA SCOTIA (DOMImON OF CANADA) 2-Yrz. 5 Pan
CENT BONDS

To be dated August 1, 1922. To mature August 1, 1924. Principal s1d
semiannual interest (February 1 and August 1) payable in the city of New TrAk
or in Canada at the holder's option. Coupon bonds in denomination of $1,60.
registrable as to principal.

Legal investment for savings banks in Connecticut, Vermont, and 'ew
Hampshire.

Financinl statement

Assessed valuation for taxation ----------------------------- $165. on "a
Total debenture debt (including this issue) ------------------- 24. I& 26
Less-Sinking fund ----------------------------- $1,244, 190

Halifax & Southwestern Railway bonds ------ 4,447,000
Other revenue producing debentures --------- 2, 450, 000

- 8, 141.1, I

'Net debenture debt --------------------------------- 1& 045. 076
Annual Dominion Government subsidy ------------------------ 636;

Population: 524,579. Area: 21,428 square miles.
The Province of Nova Scotia is one of the oldest and most highly developed at

the Canadian Provinces. Its chief industries are shipping, fishing, mining, mai-
ufacturing, and agriculture. Halifax, the capital, is situated on one of the mnam
trans-Atlantic trade routes, and is noted for its excellent harbor facilities.

These bonds constitute direct and primary obligations of the Pkvvince of
Nova Scotia, and are a charge upon the consolidated revenue of that Provinre-

Legality to be approved by E. G. Long, K. C.
Price 99.80 and accrued interest to yield more than 5.10 per cent (payment re

United States funds), interim certificates will be delivered pending completion
of definitive bonds.

GUARANTY Co. or NEW TOnr-

GUARANTEED UNCONDITIONALLY BY THE GOVERNMENT OF THE IDOmmOS or
CANADA AS TO BOTH PRINCIPAL AND INTEREST-$18,500,000 u Hsznorx
COMMISSIONERS OF MONTREAL 40-YEAR 5 PER CENT FIRST MowrOA6u Gogs
BONDS

To be dated November 1, 1929. To mature November 1, 1969. Pindpd
and semiannual interest (May 1 and November 1) payable at the holder's optim
In Canadian gold coin at any branch in Canada of the Royal Bank of Caah
or in United States gold coin at the agency of the Royal Bank of Cnada
New York, or in sterling at the branch of the Royal Bank of Canada in Icids.
England, at the fixed rate of $4.86%t to the pound sterling. Coupon bon& in
denominations of $1,000, registerable as to principal only; fully registered bomb
in denominations of $1,000, $5,000, and $10,000. Trustee: Montreal Trust Co.,.
Montreal.

Authorized, $19,500,000. To be issued, $18,500,000. Subject to redeptium
on or after November 1, 1949, in whole or in part, at the option of the cemmu-
sioners, on any interest date upon at least 60 days' previous notice at 105 per
cent on or before November 1, 1954; at 103 per cent thereafter and on or befo
November 1, 1959; at 102 per cent thereafter and on or before November 1, 1961;
and thereafter prior to maturity at 102 per cent less two-fifths of I per cent far
each year or part thereof which shall have elapsed after November 1, 1964; i
each case plus accrued interest.
These bonds, in the opinion of counsel, are to be secured by a closed first mart-

gage upon the toll bridge now being constructed by the harbour commimnas ofd
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Montreal across the St. Lawrence River. Principal and interest will be guaran-
teed unconditionally by the Dominion of Canada, a copy of the guaranty to be
indorsed on each bond.

The bridge, which is expected to be available for traffic by January, 1930, will
complete an important thoroughfare in the metropolitan area of Montreal.

The harbour commission's, appointed by and acting under the authority ofthe Dominion Government, have had complete jurisdiction over the development

df the harbour of Montreal since 1894, with an excellent record of administrationon a self-sustaining basis.
We offer these bonds for delivery when, as, and if issued and received by us and

mabjedt to the approval of counsel. It is expected that delivery, will e made
em about November 27, 1929, in the form of temporary bonds or interim receipts.
Price 99 and interest.

GUARANTY CO. or'NEw YoRK.
NovEMzE, 1929.
Dividends of 7 per cent or more per annum have been paid on the company's

common stock for the last 24 years, the present rate being 8 per cent.

FINANCIAL POSITION
As of Decemher 31, 1921, the consolidated balance sheet of the company and

and Canadian Allis-Chalmers (Ltd.), was as follows (without giving effect to
hiW issue) :

ASSETS
Plant and equipment----------------.......................$20, 377, 479
Patents, contracts, and good will hen .............................. 1

(Current assets:
Inventory----------------$8, 677, 082
Accounts receivable ---------- .I------------3, 963, 518
Mortgages receivableof temporary............. 79, 500

Investments--------------------............. 822, 671
Cash ...-... . . . .. . . . . ..... .. .. . 577, 698
Prepaid insurance premiums, etcG..---------- .-- 116, 285

14, 2.37, 354

34, 614, 834

LIABILITIES
Common stock and --qu ------------------------------------- 10- 80,377,000
Prefened stock- -ad go w ------------------------------ 2, 000, 00

Iortgsges on properties purchased----------------------------.61, 25;0
Current liabilities:

Contingent liabilities----------------------- $194, 459
Accounts and bills payable ------------------ 8, 380, 321
Dividends payable ------------------------- 215, 914

-- 8, 790, 694Depreciation reserve- --------------------------------- 5, 405, 164

Surplus:Reserve ------------------------------- $7, 000, 000
Profit and lops------ ec ------------------ 557, 726

7, 557, 726

34, 614, 834

An appraisal of plant and equipment made as of July 31, 1920, by CanadianAppraisal Co. (Ltd.), sowed values approximately $8,000,000 in excess of those

shown in the above balance sheet.
With regard to its inventory, the company has consistently adopted a conserva-

tive policy. All active materials have been taken at cost or market, whicheverwas lower- any goods that may be considered obsolete have been taken at scrap
alue, and adequate reserves -ave been provided to guard against any shrinkage

in value.

GENERAL
The growth of Canada, and thegradual development of its large undeveloped

water power resources, will afford a growing and continuing market for the
electrical machinery and appliances manufactured by this company.

Yours very truly, A. Ea cosstnl adoutdc t.

value,~ ~ ~ ~ ~ ~ ~ ~~A and adequat reevsP enpoie ogadaantaysreinkat.
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$2,680,000 THE MONTREAL METROPOLITAN COMMISSION 4% PER CENT Gotn,
BONDS

Dated May 1, 1931. Due May 1, 1965.
Coupon bonds in the denomination of $1,000 registerablo as to principal onlv.

Principal and semiannual interest (May 1 and November 1) payable at the option
of the holder in United States gold coin in New York City or in Canadian gold
coin in Montreal or Toronto.

Not redeemable before maturity.
The Montreal Metropolitan Commission is a corporate body created in 1921

by an act of the Quebec Legislature, without limitation as to duration, in order
to consolidate the resources and borrowing power and to coordinate the develop.
ment of the 15 municipalities, contiguous to and including the city of Montreal,
which are embraced within its jurisdiction.

The area included covers 92 square miles with a population of about 1,228,410,
or approximately 12 per cent of that of the Dominion of Canada.

These bonds are payable from taxes levied, in an amount sufficient to pay all
interest and sinking fund charges, on all the taxable immovable property of the
following municipalities: Cities of Montreal, Westmount, Outremont, Verdun,
Lachine, and towns of Montreal West, Hampstead, Lasalle, St. Pierre, St.
Laurent, Mount Royal, Montreal East, Montreal North, Pointe-aux-Trembles
and St. Michel. The municipalities have a taxable value of $1,183,697,825 and
a net bonded debt of $205,168,505. With the exception of the city of Montreal,
none of the municipalities may contract loans or issue securities, except temporary
loans In anticipation of the collection of revenue, without authorization of the
commission. Price 100 and Interest.

When, as and if issued and received by us and subject to approval of counsel,
Messrs. Brown, Montgomery and McMichael of Montreal. It is expected that
bonds will be ready for delivery on or about May 19, 1931.

GUARANTY Co. OF NEW YORK.
MAY, 1931.

$3,000,000 ISLAND OF MONTREAL METROPOLITAN COMMISSION 5 PER CENT
SINKING FUND GOLD BONDS

To be dated November 1, 1922. To mature November 1, 1942.
Interest payable May 1 and November 1. Principal and interest payable, at

the option of the holder, in United States funds In New York or in Canadian
funds in Montreal. Coupon bonds In denomination of $1,000, with privilege of
registration. Not redeemable before maturity.

The Island of Montreal Metropolitan Commission is a corporate body created
In 1921 by an act of the Quebec Legislature, without limitation as to duration, in
order to consolidate the resources and borrowing power and to coordinate the
development of the 16 municipalities, contiguous to and including the city of
Montreal, which are embraced within its jurisdiction.

The area included covers 92 square miles with a population of about 854,000, or
ap roximately 10 per cent of that of the Dominion of Canada.

These bonds are payable from taxes levied to an amount sufficient on all the
taxable immovable property of the following municipalities: cities of Montreal,
Westmount Outremont, Verdun, Lachine, and towns of Montreal West, Hamp-
stead, Lasalle, St. Pierre, St. Laurent, Mount Royal Montreal East Montreal
North, La Pointe-aux-Trembles, Laval-de-Montrea, and St. Michel. They
have an assessable value of $856,426,598 and a net bonded debt of $111,568,407.
With the exception of the city of Montreal, none of the municipalities may con-
tract a loan or issue securities, except temporary loans in anticipation of the
oollection of revenue, without authorization of the commission; 96.33 and Interest,
to yield about 5.30 per cent (payment in United States funds).

When, as and if issued and received by us and subject to approval of counsel
Messrs. Brown, Montgomery and McMichael of Montreal. It is expected that
bonds will be ready for delivery on or about November 3, 1922.

GUARANTY Co. or NEw YORK.
OCTOBER, 1922.
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$2,285,000 CITY OF OTTAWA, ONTARIO, CANADA, DIRECT OBLIGATION MUNIC-
IPAL IMPROVEMENT 6 PER CENT BONDS

Dated July 1, 1920. Due serially July 1, 1921-1950, inclusive, as below.
Principal and semiannual interest (January 1 and July 1) payable in Canada

at Bank of Nova Scotia, Ottawa, Montreal, and Toronto, and in gold in New
York. Coupon bonds, denomination $1,000, $500, and $100.

Financial statement

Actual valuation (estimated) ------------------------- $150, 000, 000. 00
Assessed valuation ------------------------------------- 120, 453, 606. 00
Total debt -------------------------------------------- 11, 525, 430.46
Less water debt ---------------------- $3, 304, 216. 95
Less electric light ------------------------- 700, 000. 00
Less sinking fund ------------------------ 2, 308, 378. 62

6, 312, 595. 57

Net debt ---------------------------------------- 5, 212,834.89
Net debt less than 4% per cent of assessed valuation.
Value of lands and buildings owned by municipality --------- 4, 301, 747. 37
Population (1920) --------------------------------------- 107, 732

Legality to be approved by Malone, Malone & Long, Toronto.
Ottawa is the capital of the Dominion of Canada. The city owns its water-

works and electric light system and is well supplied with schools and other public
institutions. Served by nine railroads and eight water transport lines, Ottawa,
with its 192 industries and 38 banks, is an important industrial and financial
center of Canada. Bank clearings aggregated more than $470,000,000 in 1919,
an increase of about 80 per cent over the clearings for 1916.

Maturities and prices

Due Amount Price basis Due Amount Price basis

Per cent Per cent
1921 .................. $51,000 .00 1930 .................. $71,000 6%
1922 .................. 54:000 7.95 1937 .................. 76,000 6i
1923 .................. 58.000 7.90 1938 .................. 80. 000
1924 .................. 61,000 7. 85 1939 .................. 85,000
1925 .................. 65,000 7.80 1940 .................. , 000 6.75
1926 .................. 69,000 7.75 1941 .................. 57,000 6. 75
1927 .................. 73, 0O0 7.70 1942 .................. 60, 000 6.75
1928 .................. 77,000 7.65 1943 .................. 64,000 6.75
1929 .................. 82,000 7.50 1944 .................. 68,000 6.75
1930 .................. 87, 00 7.60 1945 .................. 72,000 6.75
1931 .................. 87,000 7.46 1946 .................. 76,000 6.75
1932 .................. 86,000 7. 40 1947 .................. 81,000 6.75
1933 .................. 91,000 7. 30 1948 .................. 85,000 6.75
1934 .................. 96,000 7.20 1949 .................. 91,000 6.78
193 .................. 102,000 7.00 1950 .................. 96,000 6.75

GUARANTY Co. or NEW YORK.
OCTOBER, 1920.

$2,025,000 CITY OF WINNIPEG, CANADA, 4% PER CENT GOLD BONDS

Dated June 1, 1926. Due June 1, 1946.
Principal and semiannual interest (June I and December 1) payable In United

States gold coin of the present standard of weight and fineness in New York
City, or at the option of the holder in Canadian funds in Winnpieg, Toronto, or
Montreal. Coupon bonds In denomination of $1,000 reglsterable as to principal.

Provision has been made for a sinking fund to retire this issue at maturity.
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FINANCIAL STATEMENT (AS OFFICIALLY REPORTED)

Assessed valuation for purposes of taxation, 1925 ---------- $234, 493, 510. 00
Tax-exempt property not included above ----------------- 44, 848, 900. 00
Total bonded debt (including this issue) ------------------ 57, 987, 354. 91
Less:

Waterworks bonds ----------------- $6, 905, 929. 24
Central heating bonds ---------------- 1,000, 000. 00
Hydroelectric bonds ----------------- 16, 427, 000. 00
Housing bonds ----------------------- 2, 650, 000. 00
Local improvement bonds (taxpayers

share) ---------------------------- 14, 066, 846. 89
Sinking fund ----------------------- 5, 790, 166. 55 46, 839, 942. 68

Net bonded debt --------------------------------------- 11, 147, 412. 23

Value of assets owned by the city ------------------------ 80, 881, 772. 87
Population (1925) ------------------------------------ - 197, 125

Winnipeg, the capital of Manitoba, is the third largest city in Canada, and the
leading commercial, financial, distributing, and railroad center of the middle west
of Canada. The city is located 60 miles north of the international boundary and
lies 301 miles northwest of Duluth. It is now said to be the largest grain market
in the world. Ample transportation facilities are furnished by the Canadian
Pacific and Canadian National Railway system. The wholesale turnover in
Winnipeg is estimated to be in excess of $250,000,000 annually. Its factories
number 1,200 with a gross output of over $125,000,000 of manufactured products
each year.

These bonds, issued for refunding purposes, are direct obligations of the city of
Winnipeg. A specific tax has been levied on all the taxable property in the city
of Winnipeg. to provide for the payment of interest and principal at maturity.
For several years the various public utilities of the city have produced an annual
surplus of revenues over expenditures after paying all operating and fixed charges.

The sinking funds of the city of Winnipeg are administered by a permanent
commission which had on hand December 31, 1925, an amount equal to $289.75
against each $1,000 of the city's gross debt. We are advised that the sinking
fund since that date has been increased by over $1,000,000 or $17.24 against each
$1,000 of the city's gross debt.

Price 96.17 and interest, to yield about 4.80 per cent (for payment in United
States funds).

When, as, and if issued and received by us and subject to the approval of
counsel. It is expected that definitive bonds of the city of Winnipeg will be
ready for delivery on or about July 27, 1926.

GUARANTY Co. OF Nxw YORK,
A. E. AMES & Co. (LTD.).

JULY, 1926.

$2,500,000 CITY OF WINNIPEG, CANADA, 4% PER CENT GOLD BONDS

Dated June 1, 1926. Due June 1, 1946.
Principal and semiannual interest (June 1 and December 1) payable in United

States gold coin of the present standard of weight and fineness in New York
City, or, at the option of the holder in Canadian funds in Winnipeg, Toronto,
or "Montreal. Coupon bonds in denomination of $1,000 registerable as to
principal.

Provision has been made for a sinking fund sufficient to retire this issue at
maturity.

I There Is an additional sinking fund of $10,995,905.83 for public utility bonds and other special debt.

i
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FINANCIAL STATEMENT (AS OFFICIALLY REPORTED)

Assessed valuation for purposes of taxation ---------------- $234, 493, 510. 00
Tax exempt property not included above ----------------- 44, 848, 900. 00
Total bonded debt (including this issue) ------------------ 57, 924, 466. 54
Less:

Waterworks bonds ------------------ $6, 905, 929. 24
Central heating bonds ---------------- 1, 000, 000. 00
Hydroelectric bonds ----------------- 16, 052, 000. 00
Housing bonds ----------------------- 2, 650, 000. 00
Local improvement bonds (taxpayers

share) ---------------------------- 14, 404, 279. 76
Sinking fund I ------------------------ 5, 790, 166. 55

46, 802, 375. 55

Net bonded debt --------------------------------------- 11, 122, 090. 99
Value of assets owned by the city ------------------------ 76, 859, 911.23
Population (1925) --------------------------------------- 197, 125

Winnipeg, the capital of Manitoba, is the third largest city in Canada, and the
leading commercial, financial, distributing, and railroad center of the middle
west of Canada. The city is located 60 miles north of the international boundary
and lies 310 miles northwest of Duluth. It is now said to be the largest grain
market in the world. Ample transportation facilities are furnished by the
Canadian Pacific and Canadian National Railway systems. The wholesale
turnover in Winnipeg is estimated to be in exce s ot $250,000,000, annually
Its factories number 1,200 with a gross output of over $125,000,000 of manufac-
tured products each year.

These bonds, issued to provide funds for hydroelectric, local improvement,
steam heating, and waterworks purposes, are direct obligations of the city of
Winnipeg. A specific tax has been levied on all the taxable property in the city
of Winnipeg sufficient to provide for the payment of interest and.'principal at
maturity. For several years the various public utilities of the city have pro.
duced an annual surplus of revenues over expenditures after paying All operating
and fixed charges.

The sinking funds of the city of Winnipeg are administered by a permanent
commission which has on hand an amount equal to $289.75 against each $1,000
of the city's gross debt.

Price, 96.17 and interest, to yield 4.80 per cent (for payment in United States
funds).

When, as and if issued and received by us and subject to the approval of
counsel. It is expected that interim receipts of the city of Winnipeg will be
ready for delivery on or about June 14, 1926.

GUARANTY CO. OF NEW YORK.
A. E. AMES & Co. (LTD.).JUNE, 1926.

$8,000,000 ($4,000,000 IN CANADA AND $4,000,000 IN UNITED STATES BELGO
CANADIAN PAPER COMPANY, (LTD.), FIRST MORTGAGE 20-YEAR 6 PER CENT
SINKING FUND GOLD BONDS

To be dated July 1, 1923. To mature July 1, 1943.
Authorized $10,000,000. Presently to be issued, $8,000,000. Principal and

interest payable at the holder's option in United States gold coin at the agency
of the Royal Bank of Canada, New York or in Canadian gold coin at any branch
of the Royal Bank of Canada, in Canada, or in sterling, at the Royal Bank of
Canada, London, England, at the fixed rate of $4.86% to the £1 sterling. Interest
payable January 1 and July 1. Coupon bonds in denominations of $1,000
and $500 registerable as to principal only, or fully registered bonds in denomina-
tions of $1,000 or any multiples thereof. Coupon bonds and fully registered
bonds of $1,000 denomination interchangeable. Redeemable as a whole or in
part at the company's option on any interest date on 30 days' notice, at 105
and accrued interest, less one-fourth of 1 per cent for each year, or part of a year
of the expired term of the bonds, but in no case at less than 102 and accrued
interest.

Annual cumulative sinking fund, commencing July 1, 1924, is to be 2 per cent
for the first five years and 3 per cent thereafter.

S There Is an additional slaking fund of $109,93,W35.83 for public utility bonds and other special debt.
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MONTREAL TRUST CO., TRUSTEE

For detailed information regarding the company, we refer to the within letter
from Mr. K. Biermans, president of the company, which he has summarized as
follows:

THE COMPANY

Belgo Canadian Paper Co. (Ltd.), is being incorporated under the laws of the
Province of Quebec to acquire the properties and business of the Belgo Paper
Co. (Ltd.), which is one of the largest and lowest-cost producers of newsprint
paper in Canada, owning and operating at Shawinigan Falls, Province, of Quebec,
a modern newsprint paper mill with a capacity of over 90,000 tons of newsprint
per annum, now being increased to 115,000 tons per anilum. The business has
been in successful operation during the past 20 years.

PROPERTIES

The plant at Shawinigan Falls, Province of Quebec, is one of the most efficiently
equipped newsprint mills on the continent. The mill Is a complete and sely-
contained unit, including groundwood and sulphite pulp and newsprint mills,
with the necessary auxiliary equipment. The location of the mills at Shawinigan
Falls is most advantageous with relation to supplies of raw materials and markets
for finished products.

ASSETS SECURING BONDS

Bonds are to be secured by specific first mortgage and charge on ell the com
pany's real and immovable properties, including plants, buildings, timber limits
and leases now owned and hereafter acquired, and by a floating charge on all
other assets, present and future.

The physical assets to be pledged under the mortgage, including extensions
now being made, have recently been appraised at $18,750,464. Net current
assets, as at April 30, 1023, after deducting current accounts of $1,002,100 (no
bank loans) were $2,306,265. Total assets securing the bonds are over two and
one-half times the present issue.

EARNINGS

Net earnings, as certified by Messrs. P. S. Ross & Sons, chartered accountants,
Montreal, after maintenance and repairs, available for bond interest, depreciation,
and income taxes, have been as follows:

Output (rate Net earn. Equal to interest
Otpnum) gs (rate on Present issue

Perid pr anum)perannun) earned

Four fiscal years ended August 31, 1922 .................. 65,303 $1, 742,570 Over 3% tlmna
Eight months of current fiscal year (September, 1922 to 65,303-90,000 1,98.1,054 Over 4 tlmaq

April, 1923, inclusive). •

The company will own 15,000 acres of freehold timber lands and control under
lease from the Province of Quebec 1,800 square miles leasehold timber limits
on the St. Maurice River and tributaries, estimated to contain 6,000,000 cords
pulpwood, sufficient for forty years' operations at the increased capacity.

The management of the company will remain in the hands of those responsible
for the attainment of its present outstanding position. The president, Mr. Hubert
Biermans, has been the active head of the business since its inception.

The additional equipment increasing capacity to 90,000 tons per annum began
operation on March 1; net earnings for the first two months following such increase
aggregated $450,671, equivalent to five and one-half times two months interest
requirements on these bonds.

Commencing November I next, the completion of another newsprint unit now
being installed will increase the production to 115,000 tons of newsprint annually.
This increased capacity should result in a further substantial increase In earnings.

Price 97 and interest, to yield over 6% per cent.
We offer this issue of bonds, if, as and when issued and received by us and sub-

ject to legality. All legal details in connection with this issue will be passed upon
yE. G. Long K. C., Toronto, for the bankers; and by Messrs. Meredith, Holden,

Hague, Shaughnessy & Heward, Montreal, for the com pany. It is expected that
temporary bonds will be ready for delivery shortly after July 1, 1928.

JUNE, 1923.
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BELGO CANADIAN PAPER Co. (LTD.),

GUARANTY CO. OF NEW YORK, Montreal, June 1, 19.

MESSRS. WOOD, GUNDY AND CO.

DEAR SIRS: Referring to your purchase of $8,000,000 first mortgage 6 per
cent sinking fund gold bonds of this company, I have pleasure in giving you tile
following information:

THE COMPANY

Belgo Canadian Paper Co. (Ltd.), is being incorporated under the laws of the
Province of Quebec to acquire the properties and business of the Belgo Paper
Co. (Ltd.), which is oye of the largest and lowest-cost newsprint producers in
Canada, owning and operating at Shawinigan Falls, Province of Quebec, an
efficient and well-balanced newsprint paper mill with present capacity of over
90,000 tons newsprint per annum, now in process of being increased to 115,000
tons per annum.

The business was founded with Belgian capital and commenced operations with
the manufacture of ground wood pulp. The production of newsprint paper was
begun in 1904 with an annual output of 7,500 tons. The company's predecessors
have been in continuous and successful operation for the past 20 years.

ASSETS SECURING BONDS

The physical assets, including plants, properties, buildings, timber limits and
leases have been recently appraised and have been valued, including extensions
now being made, at $18,750 464, as against $8,000,000 of bonds now being issued.

New current assets (working capital) as at April 30, 1923, after all current
liabilities, were $2,306,265. The company has no bank loans.

Total assets securing the first-mortgage bonds, after all current liabilities, will
amount to over two and one-half times the present issue of bonds.

EARNINGS

Net earnings, as certified by Messrs. P. S. Ross & Sons, chartered accountants,
Montreal, after maintenance and repairs, available for bond interest, deprecia-
tion and income taxes, have been as follows:

Net ear. Equal to interest
Period Output (rate Ings (rate on present issue

per annum) perannum)i earned

Tons
Four fiscal years ended August 31, 1922 ................ 65,303 $1,742,870 Over 3N times.
Eight months of current fiscal yoa (September, 192210

April 1923, inclusive .......................... 05, 303-90, 000 1,98,054 Over 4 times.

The additional equipment increasing capacity to 90,000 tons per annum began
operation on March 1; net earnings for the first two months following such
increase aggregated $450,671, equivalent to five and one-half times two months
interest requirements on these bonds.

Commencing November I next, the completion of another newsprint unit now
being installed will increase the production to 115,000 tons of newsprint annually.
This increased capacity should result in a further substantial increase in earnings.

TIMBER LIMITS

The company will own 15,000 acres of freehold timber lands and control under
lease from the Province of 4uebec 1,800 square miles of leasehold timber limits
on the St. Maurice River and tributaries, estimated by engineers to contain
over 6,000,000 cords of spruce and balsam pulpwood, sufficient, without benefit
of regrowth or reforestation, for 40 years' operations at the increased capacity.
In addition, there are large supplies of pine and other wood suitable for lumber
operations.

The greater part of the limits were selected many years ago. They are not
only exceptional with regard to both quantity and quality of standing timber,
but are well situated for economical logging operations. Their accessibility to
the company's mills and the facilities for wood handling at the mill site will
enable the company to obtain Its wood supply at costs that compare most
favorably with those of other Canadian producers.
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MILL PROPERTIES

The plant at Shawinigan Falls, Province of Quebec, is one of the most efficiently
equipped newsprint paper mills on the continent. The mill is a complete and
selfcontained unit, including groundwood and sulphite pulp and newsprint mills,
with the necessary auxiliary equipment. The main plant is under one roof,
a method of construction that materially increases efficiency of operation.
Machinery and equipment embody all recognized improvements in the industry.

The location of the plant at Shawinigan Falls not only places it in close prox-
im*v to its wood supply and affords it easy access by rail to the markets for
its hiaishcd products, but'it has enabled the business to dispense with the necessity
of large capital expenditures for the development of an extensive town site for
its employees.

WATER POWER

Under perpetually renewable contract, 14,000 hydraulic horsepower for the
operation of the mills is secured from the Shawinigan Water & Power Co. In
addition, such electrical power as is required is purchased from the Shawinigan
Water & Power Co., under long-term and renewable contract. These water and
power contracts are exceptionally favorable and assure adequate supplies at
low cost.

MARKET

The plant is favorably situated with relation to the Eastern Canadian and
United States newsprint markets and its entire output is sold to leading news-
papers and publishing interests in the United States and Canada. Its sales
connections are long established and it has at all times been able to dispose of
its entire output.

Capitalization (upon completion of present financing)

Authorized Issued

First mortgage, 6 per oent sinking fund gold bonds .......................... $10, 000.000 $8,000,000
7 per cent cumulative preferred shares ........................... 5,000,.000 4,.000, 000
Common hrs .............h.r........................................8,500000 8,500,000

BOND ISSUE

The bonds will be a direct obligation of Belgo Canadian Paper Co. (Ltd.?, and
will be secured by specific first mortgage and charge on all the company s real
and immovable properties, including plants, buildings, timber limits and leases
now owned and hereafter acquired, and by a floating charge on all other assets,
present and future.

The total authorized amount of first mortgage 6 per cent sinking fund gold
bonds will be $10,000,000, of which $8,000,000 par value are now being issued.

The remaining bonds may be issued only to the extent of 60 per cent of cash
cost, or appraised value, which ever is less, of capital expenditures or additional
properties acquired, provided the company's average annual net earnings, as
defined in the trust deed, for the two fiscal years previous to such issue shall have
been not less than three times annual interest on all bonds outstanding, including
those proposed to be issued.

While any bonds are outstanding, the company will not make any capital
expenditures, except for necessary renewals and replacements, nor pay any divi-
dends on its common shares, which would reduce net current assets below 25 per
cent of outstanding bonds or current assets below 150 per cent of current liabilities.

SINKING FUND

The trust deed will provide for an annual cumulative sinking fund commencing
July 1, 1924, equal to 2per cent for the first five years, and 3 per cent for the years
commencing July 1, 1929, to maturity, of all the Issued first mortgage 6 per cent
sinking fund gold bonds, together with an amount equivalent to the annual inter-
est on all bonds redeemed. These moneys are to be used for the purchase In the
open market of first mortgage bonds at or below the then redemption price, but
failing such purchase, shall he used by the trustee for the redemption by lot of
first mortgage bonds at the then redemption price and accrued Interest.

I I
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GENERAL

This enterprise possesses exceptional advantages. Its management will be in
the hands of those responsible for the attainment of its present position. It
possesses large and easily accessible supplies of cheap pulpwood. Its power
supply is assured at reasonable cost. Its labor supply Is obtained under most
favorable conditions. Its mills are modern in structure and strategic in location.
With the completion of extensions now under way, they will produce sufficient
groundwood and sulphite pulp for their newsprint output, a balanced production
that will add materially to efficiency of operation. These factors render possible
continued low-cost newsprint production.

In view of the stable and growing demand for newsprint paper and because of
the company's strong current position and demonstrated earning power, I have
no hesitation in recommending to your clients the purchase of this company's
first mortgage 6 per cent sinking fund bonds for safe investments.

BALANCE SHEET

The Balance Sheet, as at April 30, 1923, after giving effect to this financing, as
certified by Messrs. P. S. Ross & Sons, chartered accountants, Montreal, follows:

ASSETS

Fixed: Real estate, plant, buildings, and forest limits -------- $18, 390, 191. 26
Current:

Cash on hand and at mill --------------- $16, 727. 47
Cash in bank -------------------------- 254, 570. 10
Bills receivable ------------------------ 164, 514. 75
Accounts receivable -------------------- 818, 308. 43
Inventories ---------------------------- 2, 054, 244. 43

-3308 365 IS
Defer-ed charges to operation ------------------------------

LIABILITIES

53, 856. 8
21, 762, 413. 29

Capital stock:
7 per cent preferred $5, 000, 000. 00
Less unissued ----------- 1,000, 000.00

$4, 000,000. 00
Common---------------------........8, 500, 000. 00

$12, 600, 000. 00

First mortgage 6 per cent bonds:
Authorized --------------------------- 10, 000, 000. 00
Unissued ---------------------------- 2,000.000. 00

Current:
Sundry interests and dividends ---------- 6, 669. 09
Accounts payable, deposits, etc ---------- 747, 449. 77
Bills payable -------------------------- 2, 744. 56
Exchange logs ------------------------- 174, 393. 10
Accrued charges to operation ------------ 70, 843. 40

Provision for damages at Cyprus Creek -------------------
Contingent reserve --------------------------------------
Reserve fund for accidents, sickness, etc ...................

Yours faithfully,

8,000,000. 00

1, 002, 099. 92
73,479. 42

164, 001. 94
12, 832. 01

21, 752, 413. 29

H. BIERMANS, President.

$5,000,000 CANADIAN GENERAL ELECTRIC Co (LTD) 20-YEAR GOLD DEnBZ-
TIMES 6 PER CENT ERIEs A

To be dated April 1, 1922. To mature April 1, 1942.
To be authorized, $10,000,000. Presently to be issued, 6 per cent Series A,

$5,000,000.
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Interest payable April I and October 1. Principal and interest payable at
Guaranty Trust Co. of New York in United States gold coin of or equal to the
present standard of weight and fineness, without deduction for any tax or taxes
levied by the Government of the Dominion of Canada or any taxing authority
thereof or therein. Coupon debentures in denomination of $1,000, registerable
as to principal only.

Redeemable at the option of the company, as a whole or in principal amounts
of not less than $1,000,000 at any one time, on any interest date on 60 days'
notice, at 107% per cent to and including April I, 1932; at 105 per cent thereafter
to and including April 1, 1937; at 104 per cent thereafter to and including April 1,
1938; at 103 per cent thereafter to and including April I, 1939; at 102 per cent
thereafter to and including April 1, 1940; at 101 per cent thereafter prior to
maturity.

GUARANTY TRUST CO. OF NEW YORK, TRUSTEE

The accompanying letter from Mr. A. E. Dyment, president of the company,
Is sunmarized as follows:

BUSINESS AND PROPERTY

The Canadian General Electric Co. (Ltd.) was incorporated in Canada in
1892 and acquired the exclusive right in perpetuity to manufacture and sell in
Canada the products developed by the General Melctric Co. The company,
together with Canadian Allis-Chalmers (Ltd.) all of whose shares it owns (except-
ing directors' qualifying shares), is the largest manufacturer and distributor in
Canada of eleertical apparatus. It also manufactures a varied line of milling and
other machinery under a contract with the Allis-Chalmers Manufacturing Co.,
of Milwaukee, covering the manufacture and sale of same in Canada.

Eight manufacturing plants are owned by the company and Canadian Allis-
Chalmers, (Ltd.), and 18 branch houses are maintained in the principal distribut-
ing centers of the Dominion, covering the territory front coast to coast.

PURPOSE OF ISSUE

The purpose of this issue is to reimburse the company for capital expenditures
heretofore made and to provide additional working capital.

PROVISIONS or ISSUE

These debentures will be direct obligations of the company, which has no other
funded debt (except $61,250 mortgage obligations on properties purchased).
The indenture will provide, among other covenants, that the company shall not
mortgage or pledge or create any charge upon any of its properties unless these
debentures be given a prior lien thereon.

EARNINGS

The company's earnings for the 10 years ended December 31, 1921, have been
as follows:

Balance for
Year ended Dec. 31 Net profits DsPrela- interest,tfon etc.

1912 ................................................................ $2,011,720 $456 35 $1, M ,362
1913 ................................................................ 2,029,898 470,934 1558, 984
1914 ................................................................ 914,528 ............ 914,528
1915 ................................................................ 1,219,514 416,223 80 291
1916 ................................................................2,225,912 '1,040,491 1,185,421
1917 ................................................................ 2, 0 5!,59 a 1918,012 1, 133,697
1918 ................................................................ 2, 01 998 577,513 1,438,483
1919 .............................................................. .1, 617, 989 524,688 1,093,321
1920 ................................................ .2,213.731 30,742 1,62,
1921 ................................................. 1,707,339 401.831 1,305,58

I Including extraordinary depreciation of wartime facilities.

Earnings available for interest, as shown above, averaged $1,266,946 per
annum or over three times the present annual interest charges after giving effect
to this issue.

Dividends of 7 per cent or more per annum have been paid on the company's
common stock for the last 24 years, the present rate being 8 per cent.

92928-42-Pr 2-46
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FINANCIAL POSITION

As of December 31, 1921, the consolidated balance sheet of the company and
Canadian Allis-Chalmers (Ltd.) (without giving effect to this issue), showed plant
and equipment over $20,000,000, current assets over $14,000,000; total indebted.
ness less than $9,000,000, depreciation reserve $5,400,000. An appraisal as of
July 31, 1920, by Canadian Appraisal Co. (Ltd.) gave values for plant and
equipment about $8,000,000 in excess of those in this balance sheet.

101 AND INTEREST, TO YIELD OVER 5.90 PER CENT

When, as and if issued and received by us, subject to authorization of share.
holders and to approval of counsel. Ali legal matters will be passed upon by
Messrs. Stetson, Jennings & Russell, of New York, and Messrs. Osler, Hoskin
& Harcourt, of Toronto.

It is expected that trust receipts of Guaranty Trust Co. of New York will
be ready for delivery on or about April 26, 1922.

GUARANTY Co. OF NEW YORK.

CANADIAN GENERAL ELECTRIC Co. (LTD.),

GUARANTY CO. OF NEW YORK, Toronto, Marh R8, 192.

New York City.
GENTLEMEN: I take pleasure in giving you the following information concern.

ing the Canadian General Electric Co. (Ltd.), and its proposed $5,000,000
20-year gold debentures, 6 per cent, series A.

BUSINESS AND PROPERTY

The Canadian General Electric Co. (Ltd.), was incorporated in Canada in
1892 as a consolidation of several companies producing electrical supplies, and
acquired the exclusive right in perpetuity to manufacture and sell in Canada
the products developed by the General Electric Co., Schenectady, N. Y. The
company, together with Canadian Allis-Chalmers (Ltd.), all of whose shares itowns (er cepting directors' qualifying shares), is the largest manufacturer and dis-
tributor in Canada of electrical apparatus, including incandescent lamps, motor
and generator equipment, transformers, insulating devices, etc. It also manu.features a varied line of heavy machinery, including pumps, milling machinery,water wheels, and mining machinery, under a contract with the Allis-Chalmers
Manufacturing Co., of Milwaukee, covering the manufacture and sale of same
in Canada.

The manufacturing plants of the company and Canadian Allis-Chalmers
(Ltd.), aggregate eight in number, the principal ones being located at Toronto,
Peterboro, and Stratford, Ontario, and in Montreal, Quebec. Eighteen branch
houses are maintained in the principal distributing centers of the Dominion,
covering the territory from coast to coast.

CAPITALIZATION

Upon completion of the present financing, the capitalization of the company
will be as follows:

Authorized Outstanding

2*year debentures, 6 per cent series A (this Issue) ..................... $10,000,000 $5, 000, 00
Preferred stock, 7 per cent cumulative .............................. 2, 000,000 Z 000,0 00
Common stock .............................................................. 1, 000, 000 10, 80, 000
Mortgages on properties purchased ........................................................ 61,20

PURPOSE OF ISSUE

! The purpose of this issue is to reimburse the company for capital expenditures
heretofore made and to provide additional working capital.
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PROVISIONS OF ISSUE

These debentures will be direct obligations of the company, which has no
other fun.d debt (except $61,250 mortgage obligations on properties purchased).
They are to be issued under an indenture which will contain, among other pro-
visions, the covenant that the company will not mortgage or pledge or create
any charge upon any of its properties unless these debentures be secured by a
lien prior to that of any obligations secured by such mortgage, pledge, or charge;
provided, however, that this shall not prevent the pledging of personal property.
other than shares of subsidiaries, in the ordinary course of business, or the
acquisition of property subject to existing or purchase-money mortgages.

EARNINGS

The company's earnings for the 10 years ended December 31, 1921, have been
as follows:

Balance for
Year ended Dec. 31- Net profits tI Binteesto

etc.

1912................................................................ $2,011,720 U 353 51, 5%,362
1913 ................................................................ 029. 8 47%,94 1,58964
1914 .............................................................. 914,528 214,528
1915 ................................................................ 1,219.514 1. .i,225 $03,291
1916 ................................................ .............. 225,912 ''1.04 ,91 ,15, 421
1917 ................................................................ 2,051,609 1 '98,012 1,133, 597
1918 ................................................. 2,033,996 677,53I 1,436,483
1919 .................................................. 1,617,969 524.668 1. 093,3211920... ...................................... 2, 213,731 5.30742 1.682.989
1921 .......................................................... 1,707.339 401,831 1,305,508

I Including extraordinary depreciation of war-time facllitles.

Earnings available for interest, as shown above, averaged $1,266,946 per
annum, or over three times the present annual interest charges after giving effect
to this Issue. Of the aggregate earnings for this 10-year period after deduction
of $5,336,772 for depreciation, $1,537,118 was paid in interest,.

$12,000,000 CANADIAN PACIFIC RAILWAY EQUIPMENT TRUST 6 PER CENT GOLD
CERTIFICATES TO BE ISSUED UNDER PHILADELPRIA PLAN

To be dated April 1, 1920. To mature $500,000 semiannually, October 1,
1920, to April 1, 1932.

Authorized and to be issued, $12,000,000. Certificates in denomination of
$1,000. Dividend warrants payable semiannually April 1 and October 1.
Principal and dividends payable at The Union Trust Co. of Pittsburgh and
Guaranty Trust Co. of New York in United States gold coin.

THE UNION TRUST CO. OF PITTSBURGH, TRUSTEE

The $12,000 000 equipment trust 6 per cent gold certificates issued under the
Philadelphia pian are to be specifically secured by standard new railway equip-
ment costing $15,000,000 delivered. The title to'this equipment is to be vested
In the trustee and it will be leased to the railway company.
Pending receipt of the equipment, which is to be delivered in Canada, the

trustee will holdfor the benefit of the certificate owners $15,000,000 in cash at
the Bank of Montreal, subject to the order of the trustee.

The Canadian Pacific Railway Co. controls a transcontinental railroad system
of about 18,500 miles extending from St. John, New Brunswick, to Vancouver,
British Columbia, penetrating the United States as far as Chicago and St. Paul,
and connecting by its own steamship lines with European and Asiatic ports.
Of the 8,300 miles of road directly owned, only about 180 miles, branch lines, are
mortgaged.
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The Canadian Pacific has been able to maintain its earnings on a very substan.
tial basis, in spite of increased operating costs, as evidenced by the following
income accounts reported by the company:

1917 1918 1919

Years ended Dec. 31:
Gross earnings ..................................... $15Z 389,335 $167,537,608 $170,929,00
Operating expenses ................................ 105, 843,317 123,035,310 143, 99, 024

Net earnings ........................................ 46,544,018 34, 388 394,
Other income ......................................... 8,74,617 7,934,775 9.049,343

Total Income ........................................ 5, 290,635 42,437,163 41,982,379
Fixed charges ........................................ . 10,229,143 10,177,513 10,161.610
Balance after charges .................................. 45,061,492 32, 269,650 31,820,80
Times charges earned ................................. 5.40 4.17 4.13

The dividends on these $12,000,000, 6 per cent equipment trust certificates
will be $705,000 in the first year. Had fixed charges in 1919 been increased by
this amount, total charges would have been earned about three and eighty-five
hundredths times, without allowing for any benefit from the proceeds of this issue.

Dividends have been paid on the ordinary stock of the company since 1883 and
since 1910 the rate has been 10 per cent per annum. The equity junior to funded
debt and equipment issues is represented by over $80,000,000 of 4 per cent pref.
erence stock and by ordinary stock having at present quoted prices an indicated
market value of $320,000,000.

Prices PriEs
Oct. 1, 1920 ------------------ 99% Oct. 1, 1926 .----------------- 96%
Apr. 1,1921 ------------------ 99% Apr. 1, 1927 ------------------ 96%
Oct. 1,1921 ------------------ 99 Oct. 1, 1927 ------------------ 96%
Apr. 1, 1922 ----------------- 98% Apr. 1, 1928 ----------------- 96%
Oct. 1, 1922 ----------------- 98% Oct. 1, 1928 ------------------ 96
Apr. 1, 1923 ----------------- 98 Apr. 1, 1929 ------------------ 95%
Oct. 1, 1923 ------------------ 97%5 Oct. 1, 1929 ----------------- 95
Apr. 1, 1924 ------------------ 97,3 Apr. 1, 1930----------------- 95%
Oct. 1, 1924 ------------------ 97% Oct. 1,1930 ------------------ 95%
Apr. 1,1925 ------------------ 96%/s Apr. 1 1931 ------------------ 95%
Oct. 1 1925 ----------------- 9 t. 1 1 1931.------------------95
Apr. 1, 1926 ----------------- 96% Apr. 1,1932 ----------------- 94

Accrued dividend to be added in each case.
At the above prices the first 12 maturities yield approximately 6% per cent

and the last 12 maturities approximately 6% per cent.
When, as, and if issued and received by us and subject to approval of counsel,

On or about April 2 purchasers will be advised as to delivery.
We do not guarantee the statements and figures presented herein, but they are

taken from sources which we believe to be accurate.
GUARAN7 . TRUST Co. OF NEW YORK.
THE UNION TRUST CO. OF PITTSBURGH.
BROWN BROS. & Co.
BANKERS TRUST Co., NEW YORK.
WHITE, WELD & Co., NEW YORK.
COLGATE, PARKER & Co., NEW YORK.MARCH, 1920.

$4,000,000 DEPARTMENT or ANTIOQUIA (REPUBLIC OF COLOMBIA) 7 PER CENT
30%-YEAR EXTERNAL SECURED SINKING FUND GOLD BONDS, FIRST SERIES

To be dated April 1, 1927. To mature October 1, 1957.
A cumulative sinking fund of I per cent per annum, commencing October 1,

1927, is calculated to retire the entire first series of bonds by maturity through
purchase in the open market at not over 100 per cent and accrued interest or
call by lot at 100 per cent and accrued interest. Redeemable (otherwise than
through the sinking fund) as a whole only, on three months' prior notice, at 102
per cent and accrued Interest on April 1, 1937, or on any interest date thereafter
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up to and including October 1, 1946, and at 100 per cent and accrued interest
on any interest date thereafter. International Acceptance Securities & Trust
Co., fiscal agent of the loan.

The following information was obtained from General Pedro Justo Berrio,
Governor of the Department of Antioqula, and from other official sources:

SECURITY

These bonds will be the direct obligation of the Department of Antioquia,
and will be specifically secured by a first lien on 75 per cent of the gross revenues
from the departmental liquor monopoly. The revenues so pledged, before and
after deducting costs of material, expenses of production, distribution and ad-
ministration, have been as follows (1 peso=$0.9733):

75 per cent 75 per cent
Fiscal year ended June 30- of gross of net

revenues revenues

1 3 ............................................................................. $1,146,688 $93.382
1924 ............................................................. 1, 104,932 829,121
125 ............................................................. 1,311,110 1,063,608
1926 .............................................................. ,6 45,741 1,407,302
Annual average ....................................................... ,302,117 I, (59,103
1927 (10 months) ................................................................ 1,630,944 1,309,557

The average annual revenues pledged as security for these bonds for the
four fiscal years 1923-1920 were equal to four times the annual Interest and
sinking-fund requirements on the $4,000,000 principal amount to be presently
outstanding. For the same period, the average net revenues were equal to
three and three-tenths times such requirements. For the first 10 month's of
the fiscal year ended June 30, 1927, the pledged revenues were equal to five
and one-tenth times, and the net revenues equal to four times, such total
annual requirements.

The subsequent series of these bonds up to the total of $12,350,000 authorized
will share equally with the present Issue in the above-named security, but
the Department has covennuted that it will not issue any such subsequent
series unless and until for two consecutive years Immediately preceding any
Issue, 75 per cent of the net revenues from the departmental liquor monopoly
and/or other revenues satisfactory to the bankers, hereafter pledged, shall
have aggregated each year an amount equal to at least the annual interest
and sinking-fund charges on ill the bonds outstanding and then to be issued.

DEPARTMENT OF ANTIOQUI.%

Antioqula, the largest Department of the Republih of Colombia, tins an
area of over 25,000 square miles extending from the central part of the Re-
public to the Caribbean Sea on the north, and a population in excess of
900,000. Medellin, the capital of Antioquin, is the commercial center of a
larger surrounding territory estimated to Include more than 2,000,000 ihfabl-
tants. The Department produces approximately one-quarter of the coffee
grown in the Republic of Colombia-the world's second largest coffee producer
-an( the value of the 1926 crop is estimated at $18,000.000. Agriculture, stock
raising, manufacturing and mining (coal, silver, plathium, gold) are the
principal activities and industries of the people.

PURPOSES

The total authorized issue of $12,350,000 is for general highway construction
and for other purposes. The proceeds of the first series are to be used in part
for the retirement of internal debt and for road construction, chiefly the
first section of a highway to the sea. This highway will be a modern motor
road, about 400 kilometers In total length, running from Medellin almost due
north to tile Gulf of Urabi on the Caribbean Sea. The Colombian Govern-
ment has agreed to pay a subsidy for this highway approximating one-third
of Its cost. The contract for the first 200 kIlometers. fronl Medellin to Dabelba,
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was iiwarded to It. W. Ifebard & Co. (Ine.), New York, and work was started
in September, 1926.

FINANCES

Since its creation in 1886, the Department of Antioqula has never defaulted
in ihie payment of principal, interest or sinking fund on any of its debt.

The Department agrees to incorporate each year in the departmental budget
the amount necessary for the complete service of the loan.

Receipts and expenditures, exclusive of railways have been as follows (1
peso- $0.9733):

Fiscal year ending June 30 Receipts EWpendi

1923 ............................................................................. $3,272,061 $3,152,091
1924 ............................................................................. 3,370,668 3,320,43V
192.......................................................................... 4,276,8i5 14,398,783
1926 ...................................................... 5,2 , 746 4,887, W/
1927 (11 months) .......................................... 1 5,814,472 5,444,771

I Including $552,000 for roads and public buildings.

The budget for the fiscal year ending June 30, 1928, estimates receipts at
$7,0=3,174 and expenditures at $7,051,967.

The total debt of the department, Including this issue, is approximately
$23,740,620; the value of property owned by the department, including its
railways, Is estimated at $3,500,000. Within the last two years, Antioqula
has borrowed in the American market $14,500,000 for railway construction.
It operates its own railways, the net earnings of which, for 1920, were sufficient
for the service of the railway loans.

The Colombian peso is equal to $0.9733 United States currency at gold
parity. Banco de la Republica has the sole right to issue bank notes and had
on February 28, 1927, a gold reserve of 87 per cent against notes outstanding
and demand liabilities.

It is expected that application will be made to list these bonds on the New
York Stock Exchange.

Authorized $12,350,000; presently to be outstanding, first series (this issue),
$4000,000. Principal and semiannual interest, due April 1 and October 1,
payable in New York City at the principal office of International Acceptance
Securities & Trust Co. or Guaranty Trust Co. of New York in United States
gold coin of or equal to the standard of weight and fineness existing on April
1, 1927, without deduction for any taxes, present or future, levied or imposed
by the Republic of Colombia, or by any taxing authority therein or thereof.
Coupon bonds In denomination of $1,000, 93 and interest, to yield about 7.60
per cent.

When, as and if issued and received by us and subject to approval of counsel.
All legal details in connection with the issue are being passed on by Messrs.
Curtis, Mallet-Prevost, Colt & Mosle, except questions of Colombian law which
will be passed on by Dr. Carlos E. Restrepo, of Medellin. It Is expected that
interim or trust receipts of Guaranty Trust Co. of New York will be ready
for delivery on or about July 27, 1927.

INTERNATIONAL AccEPTANCE BANK (INC.),
GUAMUNTY Co. or Nsrw YORK.

FouR MILLION DOLLARS DEPARTMENT or ANTIOQUIA (REPUnItt OF COLOMBIA) 7
PEn CENT EXTERNAL SECURED SINKING FUND GOLD BoNDs, SECOND SERIES

To be dated April 1, 1927. To mature October 1, 1957.
A cuuwulqtive sinking fund is calculated to retire the entire second series of

bonds by maturity through purchase in the open market at not over 100 per
cent and accrued interest or call by lot at 100 per cent and accrued interest.
Redeemable (otherwise than through the sinking fund) as a whole only, on
three months, prior notice, at 102 per cent and accrued interest on April 1,
1937, or on any inte.'est date thereafter up to and including October 1, 1946, and
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at 100 per cent and accrued interest on any interest date thereafter. Interna-
tional Acceptance Securities & Trust Co., fl&cnIi agent of the loan.

The following information was obtained from General Pedro Justo Ilerrio,
Governor of the Department of Antioquia, and from other official sources:

SECURITY

These bonds will be the direct obligation of the Department of Antioquia,
and will be specifically secured by a first lien on 75 per cent of the gross rev-
enues from the departmental liquor monopoly. The revenues so pledge(,
before and after deducting costs of material, expenses of production, listribu-
tion and administration, have been as follows:

p6eent7veent
Year ended Sept. 30 of gross net

revenues revenues

lx .................................................................. $1,7,5620 $1,36,015
19 .................................................................. ,3 ,234 1, 807,195

The average annual revenues pledged as security for these bonds for the
two years preceding this issue were equal to more than two and three-fourths
times the annual interest and sinking-fund requirements on the $9,979,000
principal amount to be presently outstanding, and the average net revenues
were equal to about two and one-fourth times such requirements.

All series of these bonds up to the total of $12,350,000 authorized will share
equally with the present issue in the above-named security, but the department
has covenanted that it will not issue any additional series unless and until for
two consecutive years immediately preceding any issue, 75 per cent of the net
revenues from the departmental liquor monopoly and/or other revenues satis-
factory to the bankers, hereafter pledged, shall have aggregated each year an
amount equal to at least twice the annual interest and sinking-fund charges on
all the bonds outstanding and then to be issued.

PURPOSE

The proceeds of this second series are to be used to retire approximately
$1,353,000 internal 10 per cent bonds and to continue the construction of the
highway to the sea. This will be a modern motor road, about 400 kilometers in
total length, running from Medellin almost due north to the Gulf of Urabit on
the Caribbean Sea. Tile Colombian Government has agreed to pay a subsidy
for this highway approximating one-third of its cost. The contract for the
first 200 kilometers. from Medellin to Dabeiba, was awarded to It. W. Hebard
& Co. (Inc.), New York, and construction has been in progress since Septem-
ber. 1928.

DEPARTMENT OF ANTIOQUJA

Antiloqula, .,he largest Department of the Republic of Colombia, has an area
of over 25,000 square miles extending from the central part of the Republic
to the Caribbean Sea on the north, and a population in excess of 900,000.
Medellin, the capital of Antioquia, is the commercial center of a larger sur-
rounding territory estimated to include more than 2,000,000 inhabitants. The
department produces approximately one-fourth of the coffee grown in the
Republic of Colombia-the world's second largest coffee producer-and the
value of the 19'26 crop is estimated at $18,000,000. Agriculture, stock-raising,
manufacturing, and mining (coal. silver, platinum, gold) are the principal
activities and Industries of the people.

FINANCES

Since its creation in 1888, the Department of Antioqula has never defaulted
in the payment of principal, interest, or sinking fund on any of its debt.

The department agrees to incorporate each year in the departmental budget
the amount necessary for the complete service of the loan.
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Receipts and expenditures, exclusive of the railways, have been as follows:

Fiwca year ended June230 Receipts EZumedl 'FLsrI year ended June 30 Rei tum~enl

I9 .................... P$71Z03I31.5.9 Z= 192, ................. $5,4259,740 $4,887,037
.....4............... 30330E% 3,2m 1927 ..................... 0518,330 6,043.81

192................4,27,1l.

1 Including $552,000 for roads and public buildings.

The budget for the fiscal year ending June 30, 1928, estimates receipts at
$7,053,174 and expenditures at $7,051,967.

The total debt of the department, including this Issue, is approximately $20,.
125,000; the value of property owned by the department, including its railways,
is estimated at $33,500,000. Within the last three years Antloquia has borrowed
in the American market $14.50.o00 for railway construction. It operates its
own railways, the net earnings of which for the year ending December 31, 1926,
were sufficient for the service of the railway loans.

Tie Colombian peso is equal to $0.9733 United States currency at gold parity,
and conversions Into dollars above have been made at this rate. Banco de la
Republica has the sole right to isue bank notes and had on June 30, 1927, a
gold reserve of 86 per cent against noes outstanding and demand liabilities.

The first series of these bonds are listed on the New York Stock Exchange and
it is expected that application will be made to list this second series.

Authorized $12,350,000; presently to be outstanding, Including this issue, $7,-
979,000, Interest April 1 and October 1. Principal and interest payable in New
York City at the principal office of International Acceptance Securities & Trust
Co. or Guaranty Trust Co. of N,w York in United States gold colt of or equal
to the standard of weight and fineness existing on April 1, 1927, without deduc-
tion for any taxes, present or future, levied or imposed by the Republie of Colom-
bia, or by any taxing authority therein or thereof. Coupon bonds lit denonina-
tIon of $1,000, 941/4 per cent and interest, to yiell over 7.48 per cent.

When, as, and if issued and received by us and subject to approval of counsel.
All legal details in connection with the issue are being passed on by Messrs.
Curtis, Mallet-Prevost. Colt & Mosk,, except questions of Colombian law which
will be passed on by Dr. Carlos E. Restrepo, of Medellin. It i expected that
interim or trust receipts of Guaranty Trust Co. of New York will be ready for
delivery on or about December 7. 1927.

INTERNATIONAL ACCEPTANCE BANK (Inc.).
GUARANTY Co. OF Naw YORK.

$4,350,000 DEPARTMENT OF ANTiOQtIA (IEPtUBLIC OF COLOMDIA) 7 PEn CENT
EXTERNAL SfcruiED SINKING FUNn GowL BoNDS, THIRD SERIES

To be dated April 1, 19227. To mature October 1, 1957.
A cumulative sinking fund is calculated to retire the entire third series of

bonds by maturity through purchase in the open market at not over 100 per
cent and accrued interest or call by lot at 100 per cent and accrued interest.
Redeemable otherwisee than through the sinking fund) as a whole only, on
three months' prior notice. at 102 per cent an( accrued interest on April 1,
1937, or on any Interest date thereafter up to and Including October 1, 1946,
and at 100 per cent and accrued Interest on any interest (late thereafter.
International Acceptance Trust Co., fls',l agent for the loan.

The following Information was obtained from General Pedro Justo Berrio,
Governor of the Department of Antioqula, and from other official sources:

SFCHVIITY

These bonds will be the direct obligation of the Department of Antioquia,
and will be specifically secured by a first lien upon 75 per cent of the gross
revenues derived from tile department liquor monopoly, from slaughter and
front the consumption of foreign liquors, and upon 100 per cent of the gross
revenues derived from the 1registratlon (of mortgages and other Instruments. The
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revenues -* pledged, before and after deducting costs of material, expenses of
proaluction, distribution and administration, have been its follows:

75 per ,en t 75 per cent
Year ended Mai. 31-- of gro u of net

revenues I revenues

19' ............................................................................ $2,671,019 $2, 223,1,57

198 ............................................................................ 2,712,402 2,274,109

101) per cent of revenues from registi tlon of nmortgnuges and ot tier instruments.

The revenues pledged as security for these bonds for the two years preceding
this issue averaged about 2% times the annual interest and sinking fund re-
quirements on the $12,287,000 principal amount presently to be outstanding,
and the net revenues averaged more than 2 times such requirements.

The first and second series of these Iontds will share pro rata with the present
issue in the above-named security.

The department has covenanted that if the pledged revenues, after deducting
costs of material, expenses of production, distribution, and administration,
shall have amounted in any year to less than twice the annual interest and
sinking fund charges on all the bonds outstanding, it will pledge additional
revenues satisfactory to the bankers.

PURPOSE

The proceeds of this third series are to be used to retire approximately
$300,000 floating debt, for roads, and to continue the construction of the high-
way to the sea. This will be a modern motor road, about 400 kilometers in
total length, running front Medellin almost due north to the Gulf of UrabA on
the Caribbean Sea. The Colomian Government has agreed to pay a subsidy
for this highway approximating ote-third of its cost. The contract for the
first 200 kilometers. front Medellin to )rtbelba, was awarded to R. W. Hebard
& Co. (Inc.). New York, and construction his been In progress since September,
1926.

DEPARTMENT OF ANTIOQTIIA

Antloquia. the largest department of the Republic of Colombia, has an area
of over 25,000 square miles extending from the central part of the Republic to
the Caribbean Sea on the north, and a population In excess of 900,000.

Since its ciation in 1886, the Department of Antloqula has never defaulted
in the payment of principal, interest, or sinking fund on any of its debt, and it
agrees to Incorporate each year in the departmental budget tle amount neces-
sary for the complete service of these bonds.

Receipts and expenditures, exclusive of the railways, have been as follows:

Fi-dn year ended June leceii.ts Expendi. Fiscal year endel June Itecelpts Fmilendi.
3-tures 30- tures

1923 ...................... $3,.272,061 $3, 152,0 9 2 ....................... $5,259,746 $4,887,037
1924 ................. 3.370,68 3,320.437 19 27 ................. 6,518,330 (,042,55
19425 ...................... 4,276,815 14,398,783 1w128(gnonths)---.. -- 5226,719 4,788,499

I Including $552,000 for roads and pulle buildings.

The budget for the fiscal year ending June 30, 1929, estimates receipts at
$7053,174 and expenditures at $7,051,907.

The total debt of the Department, Including this Issue, is approximately
$35,475,000; the value of property owned by the Department, including its
railways, Is estimated at $40,000,000. The Department operates its own rail-
ways, the net earnings of which for the year 1927 were sufficient for the service
of the railway bonds outstanding during that year. New railway construction
has been financed by the issue this year in the American market of $3,750,000
bonds.
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NATIONAL LEGIsLATION

By Law No. 6 of June 5, 1928, contracts for all loans proposed to be made
by Departments and municipalities must be submitted to the National Govern.
ment, and the National Government is empowered to restrict such borrowing
by withholding its approval in any case where, in its opinion, annual debt
service of the Department or municipality requires too large a proportion of
annual revenues.

Law No. 88 of 1923 restricts the sale of liquor throughout the Republic of
Colombia and raises the price from June 1, 1928. A bill providing that any
loss of revenue to the Departments resulting from this law shall be 111ade up
by the National Government is under consideration hy the National Congress
now in special session.

The Colombian peso Is equal to $0.973.3 United States currency at gold parity,
and conversions into dollars above have been made at this rate. Banco de la
Republics has the sole right to issue bank notes and had on March 31. 1928, a
gold reserve of 92 per cent against notes outstanding and demand liabilities.

The first and second series of these bonds are listed on the New York Stock
Exchange and It Is expected that application will be made to list this third
series.

Authorized, $12,350,000; outstanding, including this issue, $12,287,000H; retired
by sinking fund, $03,000. Interest April 1 and October 1. Principal and interest
payable in New York City at the principal office of International Acceptance
Trust Co. or Guaranty Trust Co. of New York lit United States gold coin of
or equal to the standard of weight and fineness existing on April 1, 1927. with-
out deduction for any taxes, present or future, levied or imposed by the RIepub.
lie of Colombia, or by any taxing authority therein or thereof. Coupon bonds
In denomination of $1,000, 90 per cent and interest, to yield 7.29 per cent.

When, as and If issued and received by us and subject to approval of counsel.
All legal details in connection with the issue are being passed on by Messrs.
Curtis, Mallet-Prevost, Colt & Mosle, except questions of Colombian law, which
will be passed on by Dr. Carlos E. Restrepo, of Medellin. It is expected that
interim or trust receipts of Guaranty Trust Co. of New York will be ready for
delivery on or about June 28, 1928.

INTERNATIONAL ACCEPTANCE BANK (INC.).
GUARANTY Co. OF NEW YORK.

THIRTY MILLIoN DOLLARS KINOIM OF DENMARK 30-YEAR 5% EXMN'ENAL LOAN
GOLD BONDS

Two million dollar bonds of the present offering have been withdrawn for
simultaneous issue in Holland by .Messrs, Llppmann, Rosenthal & Co., De
Twentsche Bank, Rotterdamsche Bankvereeniging and Labouchere & Co., and
$1,500,000 bonds have been withdrawn for Switzerland by Crexlit Suisse and
associates.

To be dated August 1, 1925. To mature August 1, 1955.
Interest payable February 1 and August 1. Principal and interest payable

in New York at Guaranty Trust Co. of New York in United States gold coin
of or equal to the present standard of weight and fineness, without deduction
for any tax or taxes now or hereafter imposed by the Kingdom of Denmark,
or by any taxing authority thereof or therein. Coupon bonds in denominations
of $1,000 and $500. Not redeemable prior to August 1, 19i0.

Redeenmable for the sinking fund. or at the option of the Kingdom of Den-
mark as a whole or in part, on August 1, 1930, or on any interest date there-
after on three months' notice at par and accrued interest.

The Kingdom of Dennmark agrees to set aside as a sinking fund, semiannually
commencing August 1, 1930, sums suliient to retire entire issue by maturity,
such sums to be applied to purchase of bonds at not exceeding par and accrued
interest or to the redemption of bonds by lot.

GUARANTY TIHUSI' Co. OF NEW YORK, PAYING AGENT

The following information lhas been furnished by C. V. Bramsnaes, Minister
of Finance of the Kingdom of Denmark:

These bonds are to be direct obligations of the Kingdom of Denmark, which
agrees that if, during the life of these bonds, it shall sell, offer for public
subscription or otherwise In any manner dispose of any issue of bonds, or
contract any loan. secured by lien or charge on any of its revenues or assets
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the bonds of this loan shall be secured equally and ratably therewith. None
of the assets or revenues of the Kingdom of Denmark are inow pledged as
security for any loan.
The proceeds of the loan in large part are to be used to retire on October

15, 1925, the outstanding 8 per cent dollar loan issued In 1920.

DENMARK

The Kingdom of Denmark has al area of 10,609 square miles und a popul-
tion of 3,377,000. It is an Important agricultural and Industrial country.
Over 70 per cent of the land is held by small owners, t fact which makes
for a wide distribution of wealth and a conservative anl politically stable
national character. All legislation pertaining to finances must originate in
the lower House of Parliament, which is elected by universal suffrage. The
principles of cooperative production and marketing have been extensively and
successfully put into practice in Denmark, and the country is noted for high
efflciency in agricultural production.

DEIT AND GOVENRNMENT-OWNED itOPEIITIES

The debt on December 31, 1924, at parity of exchange, amounted to $303,-
C0,000, which is equivalent to about $90 per capita. A large part of the debt
was contracted for the construction of revenue-producing properties, such as
railroads, telegraphs and telephones, harbors, etc. The Government owns
48 per cent of the railroad mileage. State assets, consitiig of ralways., port
works, etc., figured at parity of exchange, are valued at $-t47,3100,000, almost
$143,700,000 in excess of the total debt.

Of the above debt, the eqlulvalent of $1S0,400,000, figuredL at parity of ex-
change, are internal and $123,200,000 foreign.

The wealth of Denmark, at parity of exchange, was estimated in 1924 at
$5,360,000,000, or about seventeen times the present national debt. Under the
provision of the various peace treaties, Denmark has had restored to it the
larger part of the Province of Schleswig, a rich farming and dairy district,
which has added very materially to the wealth and taxable resources of the
country.

REVENUES AND EXPF.NDITURES

For the year ended March 31, 1925, it is expected that there will be a small
surplus of current revenues over current expenditures. After using this
surplus, it is estimated that net expenditures for capital account for tile year
including amortization of debt, construction work, and revenue-producing in-
vestments amoited to $12,500,000.
The budget for the year ending March 31, 1920, provides for total expendi-

tures of $99,594,000 and the revenues are estimated to be sufflclent to cover
not only the current expenditures of the Government but are expected to be
within $623.000 of meeting all expendi-.ures, including those for capital account.

INDUSTRY AND TRADE

Exports of 10 lrincilpal agricultural and dairy products were valued at
$332,334,000 in 1924, an increase of $62,759,000 over 2923, which was consIdered
a record year for Danish agriculture. Total imports for 1924 were valued
at $523,920,000, against $450,660,000 in 1923. This increase in Imports of
about $73,260,000 compares with an increase of $103,452,000 in exports (from
$374.070,000 in 1923 to $477,522,000 in 1924).

CURRENCY

The Danish kroner exchange rate (gold parity 26.8 cents) has allre,:lhted
gradually over the last two years aind wits quoted on July 25 at 22.33 ,ents
per kroner. This rate represents aim Increase of about 34 per cent over the
rate of one year ago.

(Except where noted, all conversions of kroner Into dollars have been made
at 22.20 cents per kroner, which is approximately the current exelaige rate
oil July 25.)

It is expected that application will be made to list these bonds on the New
York Stock Exchange.

Price 99% and interest, to yield over 5/. per cent to maturity,
When, as, and If issued and received by us and subject to approval of counsel.

All legal details in connection with this issue will be passed upon by Gunnar
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Sally, Esq., of Copenhagen, Denmark, and Messrs. Davis, Polk, Wardwell,
Gardiner & Reed, of New York. It is expected that trust or interim receipts
will be ready for delivery on or about August 14, 1925.

Kingdom of Denmark 25-year 8 per cent sinking fund external gold bonds
dated October 15, 1920, which are to be called for payment on October 15, 1925,
at 110 per cent and accrued interest, will be accepted in payment at a price
equivalent to a 4 per cent interest yield basis computed front the date of
pyment for the above 5., per cent bonds to October 15, 1925 (as of August 14,
this figures $1,132.325 flat for each $1,000 bond).

GUARANTY CO. Oy NEW YonK.

FIFTY-FIVE MILLION DOLLARS KINGDOM OF DENMARK 'THIRTY-FOUR YEAR 41 PnM
CENT EXTERNAL LOAN GOLD BONDS, NOT REDMABLE FOR 10 YEARs EXCT
FOR SINKING FUND

Approximately $10,000,000 bonds of this issue have been withdrawn by Cana-
dian and European bankers, including De Twentsche Bank, Amsterdam; Privat-
banken I Kjobenhavn and R. Henriques, Jr., Copenhagen; Stockholms Enskilda
Bank, Stockholm; Swiss Bank Corporation, Basle, and CrddIt Suisse, Zurich.

To be dated April 15, 1928. To mature April 15, 1962.
Cumulative sinking fund, commencing April 15, 1929, calculated to be sufficient

to retire the entire issue by maturity.

GUARANTY TRUST Co. OF NEw YORK, PAYING AGENT

The following Information has been furnished by Niels Neergaard, Minister of
Finance of the Kingdom of Denmark:

These bonds are to be direct obligations of the Kingdom of Denmark, which
agrees that if, during the life of these bonds, it shall sell, offer for public sub-
scription or otherwise In any manner disposa of any issue of bond, or contract
any loan, secured by lien or charge on any of its revenues or assets the bonds
of this loan shall be secured equally and ratably therewith. None of the
assets or revenues of the Kingdom of Denmark is now pledged as security for
any loan.

The Kingdon of Denniark has never defaulted on any of its obligations
an( during the period 1901 to 1912, Its external loans were issued to yield about
3.90 per cent.

PURPOSE OF ISSUE

The proceeds of this loan are mainly to be used for the reconstruction of
Den Danske Landmandsbank in Copenhagen and for the Government's sub-
scription to Kr. 50,000,000 shares in the new bank, thereby considerably increas-
ing the State's assets; the remaining amount of the proceeds will be used for
extraordinary amortization of debt. The Government plans to offer for resale
the above-mentioned shares.

IIEVENUES AND EXPENDITURES

For the year ended March 31, 1927, ordinary revenues showed a surplus
over ordinary expenditures of $1,864,000. For the fiscal year 1927-28 it is
e,'pected that ordinary revenues will equalize ordinary expenditures, while
the ordinary budget for the year 1928-29 anticipates a surplus of $1,314,000.

After using these surpluses, net expenditures for capital account, including
amorlization of debt, construction expenditures, and revenue-producing invest-
ments, amounted to $770,500 in 1926-27. and tire estimated at $8,672,000 in
1927-23, and $4,560,000 in 1928-29.

OEDT .A.ND (;OVERN M ENT-OWNED PROPERTIES

The total national debt, after giving effect to this financing, will amount
to $358,028,200. A large part of the debt was contracted for the construction
of revenue-producing properties, such as railroads, telegraphs anl telephones,
harbors, etc. The Government owns 48 per cent of the railroad mileage In
the Kingdom. State assets, consisting in railroads, port works, etc., were
valued on March 31, 1927, at $415,400,000. The wealth of Denmark was
officially estimated in 1927 at bout $5,360,000,000.
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DENMARK

The Kingdom of Denmark has an area of 16,60') square miles and a popula-
tion of 3,475,000. It is essentially an agricultural country. About 76 per
cent of the total area Is productive land utilized for cultivation. Nine-tentis
of this area are distributed between small and medium size estates owned by
independent farmers. There is, therefore, a wide distribution of wealth which
makes for a conservative and politically stable character. The principles of
cooperative production and marketing have been extensively and successfully
put into practice in Denmark, and the country Is noted for high etliclency in
agricultural production. Owing to favorable geographical location and a long
seacoast, shipping and fishing are Important industries In addition to those
allied with agricultural production.

Agricultural and dairy products are foremost among Danish exports, but
exports of machinery and other manufactures are also Important items. Total
exports amounted in 1927 to $415,300,000 and Imports to $444,612,000.

CURRENe

Denmark returned to the gold standard on January 1, 1927. All conversions
of kroner Into dollars have been made at par of exchange, 26,8 cents per
krone.

Application will be made to list these bonds on the New York Stock
Exchange.

Interest payable April 15 and October 15. Principal and interest payable in
New York at tile principal office of Guaranty Trust Co. of New York in United
States gold coin of or equal to the standard of weight and fineness existing on
April 15, 1928, without deduction for any tax or taxes now or hereafter imposed
by tile Kingdom of Denmark or by any taxing authority thereof or therein.
Coupon bonds In denomination of $1,000. Redeemable in whole or in part on
April 15, 1938, or on any interest date thereafter, on three months' notice, at 100
per cent and accrued Interest. The Kingdom of Denmark agrees to set aside
as a cumulative sinking fund, semiannually, commencing April 15, 1929, sums
calculated to be sufficient to retire the entire issue by maturity, to be applied
to the purchase of bonds at not exceeding 100 per cent and accrued interest or
to their redemption by lot at 100 per cent and accrued interest, the first
redemption to take place October 15, 1929, 95 and interest, to yield 4.80 per cent
when, as, and if issued and received by us and subject to approval of counsel.
All legal details pertaining to this issue will be passed upon by Messrs. Davis,
Polk, Wardwell, Gardiner & Reed, of New York, except questions of Danish
law which will be passed upon by Gunnar Sally, Esq., Copenhagen. It is
expected that interim or trust receipts of Guaranty Trust Co. of New York
will be ready for delivery on or about April 19, 1928.

Guaranty Co. of New York; The Union Trust Co. of Pittsburgh;
Wood, Gundy & Co. (Inc.) ; The First National Corporation of
Boston; First Trust & Savings Bank, Chicago; The Union Trust
Co., Cleveland; The National Park Bank; Illinois Merchants
Trust Co.; Dillon, Read & Co.; International Acceptance Bank
(Inc.) ; The Dominion Securities Corporation (Ltd.); J. & W.
Seligman & Co.; Continental National Co.; Otis & Co.

APRIL, 1928.

ONE MILLION ONE HUNDRED THOUSAND DOLLARS DANISH EXPORT CREDIT COM-
IrTTEE GUARANTEED 4% PER CENT GOLD NOTEs-UNcoNDITIONALLY GUARAN-

TEED AS TO PRINCIPAL AND INTEREST BY INDORSEMENT BY THE KINGDOM OF
DENMARK

Dated January 1, 1927. Due $200,000 each January 1, 1929-1933, and $100,000
January 1, 1934.

Total dollar amount authorized limited to a total principal amount equiv-
alent to 20,000,000 kroner at the rate or rates of exchange existing at tile time
of issuance thereof (equivalent at par of exchange to $5,360,000). To be issued
from time to time in installments of not less than $500,000, each installment
maturing annually In from one to not exceeding seven years. Outstanding
(this issue), $1,100,000.

Interest payable semiannually on January 1 and July 1. Principal and
interest payable in New York at the office of Guaranty Trust Co. of New
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York in gold coin of the United States of America of or equal to the standard
of weight and fineness existing on January 1, 1927, without deduction for
or on account of any taxes, assessments, or duties of any character, now or
hereafter levied or imposed by the Danish National Government or by or within
any political subdivision or taxing authority thereof or within the territories
of the Kingdom of Denmark. Coupon notes of $5,000 denomination.

GUARANTY TRUST CO. OF NEW YORK, PAYING AGENT

We have received the following information from M. N. Slebsager, Minister
of Commerce:

These notes are to be the direct obligation of the Danish export credit com-
mittee and each note is to be unconditionally guaranteed as to principal and
interest by Indorsement by the Kingdom of Denmark. The mortgage bank of
the Kingdom of Denmark will control and supervise the issuance of the notes.

The Danish export credit committee was established by the Danish Govern-
ment by decree of the Minister of Commerce dated July 10, 1922, to foster the
export trade of Denmark. Pursuant to paragraph 17 of the finance act passed
by the Danish Parliament on March 31, 1026, and decrees of the Minister of
Commerce of August 26, 1920, and of September 7, 1926, this committee is
authorized to grant credits to responsible Danish exporters and to issue inter.
est.bearing notes to bearer, payable in United States gold dollars and carrying
the unvnditional guaranty of the Danish Government. The Danish export
credit committee has authorized the mortgage bank of the Kingdom of Denmark
to issue these notes on its behalf, the proceeds to be used to extend credit to
Danish exporters or to reimburse the committee for credits so extended.

Under this arrangement the advances thus made to Danish exporters are to
be liquidated by payments by the buyers of the exported goods, which payments
will be collected on behalf of the Danish Government by the Privatbanken in
Copenhagen.

DENMARK

The Kingdom of Denmark has an area of 16,609 square miles and a popu.
nation of about 3,420,000. It is an Important agricultural country, and its geo-
graphic position and important mercantile marine have contributed largely
to the development of the country's foreign commerce. While agricultural and
dairy products are foremost among Danish exports, exports of machinery and
other manufactures are also important.

The debt of Denmark on March 31, 1926, amounted to $304,500,000, of which
$125,600,000 was foreign indebtedness. State assets, consisting of railways,
port works, etc., are valued at $412,500,000, which is in excess of the total debt.
The wealth of Denmark at the beginning of 1926 was estimated at $5,305,-
000,000, or about seventeen times the present national debt.

For the fiscal year ended March 31, 1926, ordinary revenues showed a sur-
plus of $290,000 over ordinary expenditures. After using this surplus. net
expenditures for capital account for the year. including amortization of debt,
construction works, and revenue-producing investments, will amount to ap-
proximately $1,234,000. The preliminary budget for 1926-27 shows a surplus
of ordinary revenues over ordinary expenditures of about $234,000.

The Danish krone, with a gold parity of 26.8 cents, has appreciated during
the last four years and was quoted on January 5, 1927, at 26.68 or substantially
at par of exchange. The Danish Parliament recently passed laws by which
the gold standard was reestablished on January 1, 1927.

All conversions of Danish kroner into dollars have been made at part of
exchange.

Approxf- Approxi-
Maturity Price mate Matulhy Price mate

yield yield

Per cent Per centan. i, 129................ $100.00 44 Ian.1, 1932 ................ $97.83 5
Ian l1930 . ... 99.66 Jan.1,1933.................. 9683 5
Jan. 11931............... 99.11 ................. 95.68 54

Accrued Interet to be added in each case.
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All legal details In connection with this issue have been passed upon by
Gun ar Sally, Esq., of Copenhagen, Denmark, and Messrs. Davis, Polk, Ward-
well, Gardiner & Reed, of New York. It is expected that due bills of Guar-
anty Company of New York, issued against the deposit of temporary notes of
this Issue, will be ready for delivery on January 20, 1927.

DILLON, READ & CO.
GUARANTY CO. OF NEW YORK.

INTERNATIONAL ACCEPTANCE BANK (INC.)

$3,000,000 DANIsH EXPORT CREDIT COMMITTEE GUARANTEDD 41i/ PER CENT GOLD
NOTES--UNCONDITIONALLY GUARANTEE AS TO) PRINCIPAL AND INTEEST BY IN-
DORSEMENT BY THE KINGDOM OF DENMARK

To be dated November 1, 1927. To mature In various amounts each six

months from November 1, 19,28, to November 1, 1934.

GUARANTY TRUST CO. OF NEW YORK. PAYING AGENT

We have received the following information from 'Mr. M. N. Slebsager,
minister of commerce:

These notes are to be the direct obligation of the Danish export credit com-
mittee and each note is to be unconditionally guaranteed as to principal and
interest by endorsement by the Kingdom of Denmark. The mortgage bank of
the Kingdom of Denmark will control and supervise the issuance of the notes.

The Danish export credit committee wias established by the Danish Govern-
ment by decree of the minister of commerce dated July 10, 1922, to foster the
export trade of Denmark. Pursuant to paragraph 17 of tle finance act passed
by the Danish Parliament on March 31, 1926, and decrees of the minister of
commerce of August 26, 1926, and of September 7, 1920, this committee Is
authorized to grant credits to responsible Daidsh exporters and to issue inter-
est-bearing notes to bearer, payable in United States gold dollars and carrying
the unconditional guaranty of the Danish Government. The Danish export
credit committee has authorized tile niortglge bank of the Kingdom of Den-
mark to issue these notes on its behalf, the proceeds to be used to extend credit
to Danish exporters or to reimburse the committee for credits so extended.

Under this arrangement the advances thus made to Danish exporters are to
be liquidated by payments by the buyers of the exported goods, which payments
will be collected on behalf of tile Danish Government by the i'rivatbanken in
Copen hgen.

DENMARK

The Kingdom of Denmark has an area of 10,009 square miles and a popula-
tion of about 8,420,000. It is an important agricultural country, and its geo-
graphic position and important mercantile marine have contributed largely
to the development of the country's foreign commerce. While agricultural and
dairy products are foremost among Danish exports, exports of machinery and
other manufactures are also important.

The debt of Denmark on March 31, 1927, amounted to $301,300,000, of which
$140,430,000 was foreign indebtedness. State assets, consisting of railways,
port works, etc., are valued at $415,400,000, which is in excess of the total
debt. The wealth of Denmark at the beginning of 1920 was estimated at
$5,305,000,000, or about seventeen time-i the present national debt.

For the fiscal year ended March 31, 1027, ordinary revenues showed a
surplus of $1,864,000 over ordinary expenditures. After using this surplus,
net expenditures for capital account for the year, including amortization of
debt, construction works, and revenue-producing investments, will amount to
approximately $770,500. The preliminary budget for 1927-28 shows a surplus
of ordinary revenues over ordinary expenditures of about $1,281,000.

All conversions of Danish kroner into dollars have been made at par of
exchange, 20.8 cents per krone, The gold standard was re-established on
January 1, 1927.

Total dollar amount authorized limited to a total principal amount equiva-
lent to 20,000,000 kroner at the rate or rates of exchange existing at the time
of issuance thereof (equivalent at par of exchange to $5.860,000). To be Issued
from time to time in installments of not less than $500,000, each installment
maturing .-i from one to not exceeding seven years. Outstanding (including
this Issue) $4,100,000.
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Interest payable semiannually on May 1 and November 1. Principal and
interest payable In New York at the office of Guaranty Trust Co. of New York,
in gold coin of the United States of America of or equal to the standard of
weight and fineness existing on November 1, 1927, without deduction for or
on account of any taxes, assessments, or duties of any character, now or here.
after levied or imposed by the Danish National Government or by or within
any political subdivision or taxing authority thereof or within the territories
of the Kingdom of Denmark. Coupon notes of $5,000 denomination.

Approx- Apj'rox.
Maturity Price imate Maturity Price inmate

yield yield

o.Per cent Per cent
Nov. 11928 .................. 1 $100.25 4 Y M ay , 1932 ................... $97.52 5
May , 1929 ------------------ 100.00 4h Nov. 1, 1932 .................... 97.28
Nov. 1, 1929 ............. .. 9.7 4 .93.......... 9.9 511May 1, 1930 .... ... 99. 42. 
Nov. 1, 1930 9.................. 9.31 4 May 1. 1934 ....... ....... 1 95.5 5.30
May 1, 1931 ......... 98.42 3 Nov. 1, 1934 ................... 1 95.38 5.30
Nov. 1, 1931 ............... .98.21, 5

Accrued interest to be added In each case.

When, as, and if issued and received by us and subject to approval of counsel.
All legal details ini connection with this issue are to be passed upon by Gunnar
Sally, Esq., of Copenhagen, Denmark, andi Messrs. Davis, Polk, Wardwell,
Gardiner & Reed, of New York. It Is expected that trust receipts of Guaranty
Trust Co. of New York, issued against the deposit of temporary notes of this
issue, will be ready for delivery on November 1, 1927.

*GuARANY" Co. OF NEW YORK.
DLON, RE.AD & Co.
INTERNATIONAL ACCEPTANCE BANK (INo.).

$2,500,000 DANISH PRODucERs LOAN FUND COMMITTEE GUARANTEED 5 PER CENT
GOLD BONDS UNCONDITIONALLY GUARANTEI AS TO PRINCIPAL AND INTEREST
eY ENDORSEMENT BY THE KINoDOM or DENMAaK

Dated July 1, 1928. To mature $250,000 each July I front July 1, 1931 to
July 1, 1040, Inclusive.

GUARANTY TRUST CO. OF NEW YORK, PAYING AGENT

The following information has been furnished by Niels Neergaard, Minister
of Finance of the Kingdom of Denmark:

These bonds are to be the direct obligation of the Danish producers loan
fund committee and each bond is to be unconditionally guaranteed as to prin.
cipal and interest by endorsement by the Kingdom of Denmark.

The Danish producers loan fund committee was established by the Danish
Government pursuant to law 109 of April 4, 1928 enacted by the Danish Par-
Uament. The committee is authorized to grant loans to loan associations of
farm owners, industrial concerns, artisans, fishers, und for other productive
purposes, and to issue Interest-bearing bonds to bearer, carrying the uncondi-
tional guaranty of the Danish Government. The committee consistst of three
members nominated by the minister of finance.

DENMARK

The Kingdom of Denmark has an area of 16,609 square miles and a popular.
tion of 3,475,000. It Is essentially an agricultural country. About 76 per cent
of the total area Is productive land utilized for cultivation Nine-tenthis of this
area are distributed between small and medium-size estates owned by inde-
pendent farmers. There is, therefore, a wide distribution of wealth which
makes for a conservative and politically stable character. The principles of
cooperative production and marketing have been extensively and successively
put into practice In Denmark, and the country is noted for high efficiency in
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agricultural production. Owing to favorable geographical location and a long
seacoast, shipping and fishing are important industries In addition to those
allied with agricultural production.

Agricultural and dairy products are foremost among Danish exports, but
exports of machinery and other manufactures are also Important items. Total
exports amounted in 1927 to $415,176,000 and imports to $444,550,000.

The total direct national debt, as of September 15, 1928, amounted to $365,-
198,650. A large part of the debt was contracted for the construction of reve-
nue-producing properties, such as raliropds, telegraphs and telephones, harbors,
etc. The Government owns 48 per cent of the railroad mileage In the Kingdom.
State assets, consisting of railroads, port works, etc., were valued on March 31,
1928, at $432,800,000. The wealth of Denmark was officially estimated in 1927
at about $5,360,000,000,

For the year ended March 31, 1927, ordinary revenues showed a surplus over
ordinary expenditures of $1,864,000 and for the year 1927-28 of $1,509,000.
The ordinary budget for the year 1928-29 anticipates a surplus of $1,314,000.

After using these surpluses, net expenditures for capital account, excluding
proceeds from new loans other than refunding operations but Including amor-
tization of debt, construction expenditures and revenue-producing investments,
amounted to $770,500 in 1926-27, to $8,332,000 in 1927-28, and are estimated at
$6,165,250 in 1928-29. The amortization of debt amounted In 1926-27 to
$3,804,714, in 1927-28 to $3,809,500 anti is estimated for 1928-29 at $3,827,000.

All conversions of Danish kroner Into dollars have been made at par of
exchange, 20.8 cents per krone.

Aggregate amount authorized limited to a total principal amount equivalent
to 26,000,000 kroner at the rate or rates of exchange existing at the time of
Ismunce thereof (equivalent at par of exchange to $6,908,000). Outstanding
(this issue) $2,500,000.

Interest payable semiannually on January 1 andl July 1. Principal and in-
terest payable in New York at the office of Guaranty Trust Co. of New York
In gold coin of the United States of' America of or equal to the standard of
weight and fineness existing on July 1, 1928, without deduction for or on
account of any taxes, assessments or duties of any character, now or hereafter
levied or imposed by the Danish National Government or by or within any
political subdivision or taxing authority thereof or within the territories of the
Kingdom of Denmark. Coupon bonds of $1,000 denomination.

Approx- Approx-
Maturity Price ate Maturity Price iate
______yield _ _yield

Per cent Per cent
July 1, 1931 .................... 98 1 50 July , 13 6 ..................... 96 1 5.50
July 1, 1932 .................... 99 5.50 Ju ly , 1937 .................... ! im 5.50
July!, 193 .................... 98 .50 July 1, 1938 .................... i 5.50Jl1,13.........97jj 5,50 05'uy , 00 ....... 50...Juy 1,t034 ................ 97"1 5.5July 1 19 ............. 5.50July 1, 1035 .................... 97 .5 uy1, 1940 ..................... 95V4 5.50

Accrued Interest to be added in each case.

When, as, and If issued and received by us and subject to approval of counsel.
All legal details In connection with this issue are to be passed upon by Gunnar
Sally, Esq,, of Copenhagen, Denmark, and Messrs. Davis, Polk, Wardwell, Gar-
diner & Reed, of New York. It is expected that trust receipts of Guaranty
Trust Co. of New York will be ready for delivery on or about October 23, 1928

GUARANTY CO. OF NEW YORK.

$2,000,000 COPIONHAGeN TELwHONs COMPANY (KJ0DENHiAVNS TzL FON AKTIr-
ELSKAD) 25-YM SINKING FUND EXTERNAL 6 PER CENT GOLD BONDS

To be dated April 15, 125. To mature April 15, 1950.
Sinking fund, commencing in 1930, of $100,000 per annum, sufficient to retire

entire Issue by maturity; to operate by purchase at not exceeding 100 per cent

92928--82-PT 2---47
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or annual redemption by lot at 100 per cent; first redemption to take place
April 15, 1931.

GUARANTY TRUST CO. OF NEW YORK, PAYING AGENT

The following information has been furnished us by Mr. Frederik Johannsen,
managing director of Copenhagen Telephone Co.:

The company, established in 1882, now operates under an exclusive 20-year
concession granted by the Danish Government in July, 1919, under the terms
of which the company provides telephone service without competition on the
islands of Amager and Zealand, which include the city of Copenhagen. The
territory served has a population estimated at 1,320,000, and the company's
subscribers on January 1, 1925, numbered 135,000, of which 101,000 are in the
city of Copenhagen and suburbs.

The company's plant and equipment are thoroughly modern and its service
is of a very high standard. A large part of its equipment, particularly that
for its automatic centrals, has been purchased in the United States. A con-
siderable part of the company's lines Is underground.

Telephone development in Denmark, as a whole, ranks third among the
nations of the world with 8.8 instruments per 100 population, as compared with
14.2 In the United States and 11.5 in Canada. In the area served by the com-
pany the development is about 10 telephones per 100 Inhabitants.

PURPOSE OF ISSUE

Proceeds of the bonds are to be used for extensions of the company's plant
and equipment and for other corporate purposes.

RELATIONS WITH OOVEENUENT

Under the terms of the concession the operations of the company are closely
supervised by the Government of the Kingdom of Denmark. The accounts and
accounting methods are In accordance with regulations established by the
Government which require proper provisions for maintenance and depreciation.
Rates are regulated through the minister of public works, and these rates are
subject to revision when the profits realized, after depreciation, are not suitable
to current conditions. An increase in rates amounting to 7au per cent per
annum, beginning July 1, 1925, was granted In- 1924. Installation of new
equipment andi any development or change in equipment already Installed
are subject to the approval of the Government. There is also provided
Government inspection of the company's equipment, operation, and personnel.
All questions between the company and its employees concerning wages, pen.
signs, or working conditions are to be taken up under the terms approved by
the minister of public works, and in the event of failure to reach a settlement
the matter is to be arbitrated. Two members of the board of directors are
appointed by the minister of public works.

Any issuance of loans or stock by the company must have the approval of
the Government, and total funded debt may not exceed the amount of stock
capital. The present issue has been approved by the Government.

The Government owns 9,000,000 of the 50,000,000 kronen capital stock of
the company and has the right to purchase half of any future stock issued.
Upon the expiration of the present concession in 1939, the Government has the
right to buy, on one year's notice, at the rate of 125 kronen for each 100 kronen
share, all or part of the stock of the company then outstanding, If only part
of such stock is to be purchased the shares are to be drawn by lot. In case
th.. Government does not purchase all of the stock by 1939, the concession will
automatically be extended for five years meore, at the end of whih period the
Government again has the right to purchas-e the stock as above, this process
to be repeated until all of the stock has been purchased.

The minister of public works officially agrees that if the Government should
purchase all or substantially all of the stock or a.sets of the company the
Government will thereupon redeem, or guarantee the payment of the principal
and interest of, all of these bonds outstanding.
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SEeUUITY

These bonds are to be direct obligations of the company. They will rank
equally with the company's outstanding kronor bonds, equivalent to about
$3,000,000, bearing 43/j per cent and 5 per cent coupons, none of which is secured
by mortgage. The company's properties, carried oil its books at $15,000,000,
after deducting depreciation reserve, and having a conservative value in excess
of this amount, are free from mortgage except for approximately $372,000 real
estate mortgages.

The company agrees that if in the future it shall give a lien on any of its
assets or revenues in favor of any obligation (except obligations for not
greater amounts given in renewal of existing real estate mortgages, current
indebtedness maturing not later than one year incurred in the general conduct
of its business which may be secured by pledge of accounts receivable or other
liquid assets, and indebtedness secured by purchase money mortgages created
by the company, or existing, on real estate hereafter acquired) these bonds
shall be equally and ratably secured on such assets or revenues.

EARNINGS

The growth and earnings of the company are shown by the following figures
taken from reports prepared by Danish independent chartered accountants and
approved by the Government:

Net earn-
Y e cro Ings (after Interest Number of
rear ended Dec. 31 e. s. deprecla. and coin- Net Incom e subsries

revenues tion, taxes, ails ions e ar of

I etc.) year

1919 ....................................... $2, SA 573 59, 733 $176,64 $392, 769 100,633
1920 ..................................... 3,816.349 1.010,025 35.718 974,307 105,131
1021. .......................... ......... 4,378, 271 1, 149,372 98,055 1,061,316 114,621
I92....... ........................ 4,263,1539 1,00O,010 121,269 879.641 120,297
1923 .. ................................ 4,440,?'91 1 090 636 121,647 958,9 9 127,801
1921 ..................................... 4,661,629 1:374:710 139,740 1,234,970 134,892

Net earnings (after depreciation, taxes, etc.) for tile 6-year period as above
averaged $1,032,564, or more titan three and one-half times present annual
interest requirements including interest on this issue. In 1924, net earnings
amounted to more titan four and one-half times such requirements.

EQUITY

Dividends at the rate of 6 per cent per tatnnu or Inre have beeni paid
033 tlt( c(lipany's capital stock without Interruption since 188, the rate since
1917 being 8 per cent per ainnum. At pres. nt quotatiolls the stock lilt' all
Indicated market value of more thtan $10.500,000.

It is expected tlat application will be n1ade to list them- bonds otn tlte New
York Stock Exchange.

Authorized and lpresently to be Issued, $2,000,000. Interest payable Ail'I
15 and October 15, without deduction for 3ny tax or taxes now or hereafter
l11leotld by tile Kingdom of )enmark or by 13y taxing authi-rity thereof ft-
tinwreaii. Principal 1tnd iInterest payable In New York at Guaranty Trust ''o.
(if Nvw York itt l'iltrd States gol( ccini of or equtIl to t11' present standard oil'
weig-ht tdll(] ill1eSs. ( ',0ilpoll Iolt1s ill delollinllation of $1,000.

ltnthlile fit ite option (if the COmpany, its a whole or il lrt, it par a1
acrtued interest (in iny Interest date on G0 days' notice, price 99fl ( and Interest.

'hen, 31s. ad if Issued and receive(l by us an1d11 subject to t3ip'ovai of c(1ol(sel.
All legai details in conntietion with this Issue will be pasut50 11(l3 by (Utltiltlr
Saily, Esq., of Cop( nhagon, Dennmark, and Messrs. Davis, Polk, Wardw(ll,
Gardiner, and Reed, of New York. It is expected that trust or interim receipts
will le ready for delivry oit or about May 7, 1925.

GUAANTY CO. OF N EW YoUK.
DILLON, HRAD & CO.

NOTE.--All conversions of kronor into dollars have been made tit 53/ kronor 10
the dollar which is approximately the current exchitnge rate.
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$7,000,000 COraNuAOE TEL.EPiiONE CO. (K-TIBENIIAVNs TLPLEFoN AKTIESL5K, a)
25-YEAR SINKING FUND EXTERNAL 5 PFR CENT GOLD BONDS

Approximately $3,000,000 bonds of this issue have been withdrawn by Euro-
pean bankers.

To be dated February 15, 1929. To mature February 15, 1954.
Sinking fund, commencing in 1930, of $280,000 per annum, sufficient to retire

entire ilue by maturity; to operate by purchase at not exceeding 100 per cent
or annual redemption by lot at 100 per cent, first redemption to take place
February 15, 1931.

GUARANTY TRUST CO. OF NEW YORK, PAYING AGENT

The following information has been furnished us by Mr. Frederik Johann-
sen, managing director of Copenhagen Telephone Co.:

The company, established in 1882, operates under an exclusive 20-year con-
cession granted by the Danish Government In July, 1919, under the terms of
which ti(, company provides telephotoe service without cofmptition mi the
islands of Amager and Zealand which include the city of Copenhagen. The
territory served has a population estimated at 1357,300 (June 30, 1930,
1,402,000), and the company's subscribers on January 1, 1929, numbered 148,009
(June 30, 1930, 156,550), of which 111,867 are In the city of Copenhagen and
suburbs.

The company's phnt and equipment are thoroughly modern and Its service
is of a very high standard. A large part of its equipment, particularly that
for its automatic centrals, has been purchased in the United States. A con-
siderable part of the company's lines is underground.

Telephone development in Denmark as a whole ranks fourth among tile
nations of the world, with 9.2 instruments per 100 population, as of January
1, 1927, as compared with 15.3 in the United States. and 12.6 in Canada. In
the urea served by the company the development is about 12.7 telephones per
101) inhabitants.

PURPOSE OF ISSUE

The proceeds of these bonds are to be used to retire $2,000,000 25-year sinking
fund external 0 per cent gold bonds, to be called for redemption on April 15,
1929, and to provide funds for capital expenditures and other corporate purposes.

RELATIONS WITII GOVERNMENT

Under the terms of the concession the operations of the company are closely
supervised by the Government of the Kingdom of Denmark. Tile accounts and
accounting methods are in accordance with regulations established by the
Government which require proper provisions for maintenance and depreciation,
Rates are regulated through the minister of public works and these rates are
subject to revision when the profits realized, after depreciation, are not suit.
able to current conditions. Installation of new equipment and any develop-
ment or change in equipment already installed are subject to the approval of
the Government. There Is also provided Government Inspection of the com-
pany's equipment, operation, and personnel. All questions between the com-
pany and Its employees concerning wages, pensions, or working conditions are
to be taken up under the terms approved by the minister of public works, and
in the event of failure to reach a settlement the matter is to be arbitrated.
Two members of the board of directors are appointed by the minister of public
works.

Any issuance of loans or stock by the company must have the approval of
the Government, hnd total funded debt may not exceed the amount of stock
capital. The present Issue has been approved by the Government.

The Government owns 9,000,000 of the 50,000,000-krone capital stock of the
company and has the right to purchase half of any future stock issued. Upon
the expiration of the present concession In 1939, the Government has the right
to buy, on one year's notice, at the rate of 125 kroner for each 100-krone share,
all or part of the stock of the company then outstanding. If only part of such
stock is to be purchased the shares are to be drawn by lot. In case the Gov-
ernment does not purchase all of the stock by 1939, the concession will auto-
matically be extended for five years more, at the end of which period the
Government again has the right to purchase the stock as above, this procem
to be repeated until all of the stock has been purchased.
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The minister of public works ofllciallN agrees that if tile (;overnment should

purchase all or substantially ill of the stock or assets of the coniatny, the
Government will thereupon redeem, or guarantee the payment of the principal
and interest of all of these bonds outstanding.

SECUIITY

These bonds are to be direct obligations of the company. They will rail.
equally with the comlpany's outstanding kroner bonds, equivalent to about
$3,367,956 (December 31, 1920, $3,135,400), bearing 5 per cent coupons, none
of which is secured by mortgage. The company's pt'opertles, carried December31, 1928, on its books at approximately $26,371,000 (December 31. 1929,
$27,6,655), after deducting depreciation reserve, have it conservative value
in excess of this amount and tire free from mortgage except for $571,376
(December 31, 1929, $597,618) real-estate mortgages.

The company agrees that if in the future it siall give a1 lien on any of its
assets or revenue in favor of any honii, these bo)0ds shall be eqtnally and rata-
bly secured on such assets or revenues; provided, however, that this provisionshall not prevent the company's incurring (11 current indebtedness maturing
not later titan one year in the general condut of its business which may be
secured by pledge of accounts receivable or other liquid assets, (2) obligations
not exceeding 5,000,000 kroner ($1,340,000 at par of exchange) aggregate prin.
cipal amount at any one time outstanding (including, while outstanding, the$571,376 (December 31, 1929, $597,648) real estate mortgage loans mentioned
above) which may be secured by mortgage on Its real estate, and (3) indebted-
ness secured by purchase-money mortgages created by the company, or existing,
on real estate hereafter acquired.

EARNINGS

The growth and earnings of the company are shown by the following figures
taken from reports prepared by Danish independent chartered accountants and
approved by the Government (1928 figures are subject to approval of Govern-
melt)

Net earn- Interest
,UOs Ig aler and corn- Net in- Number ofYear ended Dec. 31 d ras-

r es rta-e, missions come subscribers
etc.) (net)

192 ..................................... $5,789,322 $1,581,360 $180,303 $1,401,067 13 ,3911926 ..................................... 7,319,574 1,827,359 224,672 1,602,87 140,4961927 ....................................... 7,081,099 1,709,200 246,365 1,462,835 143,492
1928 ....................................... 6,914,400 2,010,000 28,000 1,742,000 148,009

NOTE -The above figures represent conversions into dollars at average exchange rates for 1925and 1920
and at par of exchange for 1927 and 1928.

Net earnings (after depreciation, taxes, etc.) for the four years as shown
above averaged $1,781,979, or more than three and two-tenths times the annual
interest requirements on the company's funded debt to he outstanding after com-
pletion of this financing. For 1928, net earnings as shown above amounted to
more than three and sixty-live one-hundlreds times sucil requirements.

The following figures (converted at par of exchange) for 1928 and 1929 have
been approved by the government:

Net earn- i
Year ended Mec. :1 (iross wings (after and comr- Net in Number ofreeles (1g;recht andcm e n ubr

r ion taxes, nilssiolns core subscribers
I etc.)

2M ....................................... $6. 924, 616 $1,973,356 $24 1. 889 $1: 711 47 148, 091929 ...................................... 7,178, 732 2, 051, 666 30. 919 08:747 13,815
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Gross revenues for six months ending June 30, 1930, amounted to $3,714,283
(subject to approval of government).

Net earnings (after depreciation, taxes, etc.), for the five years from 1925 to
1=29, Inclusive, averaged $1,9-8,588, or more than three and six-tenths times the
annual Interest requirements on the company's funded debt outstan(llg Decem.
her 311, 1929. For 1929 net earnings its shown above amounted to more than
four times such requirements.

EQUITY

Dividends at the rate of 6 lper cent per annum or more have been paid on the
company's capital stock without interruption since 1886, the rate since 1917
being 8 per cent per anmn. At present quotations the stock has an indicated
market value of more than $17,800,000 (September 10, 1930, more than
$18,000,000).

Application will be made to list these bonds on the New York Stock Exchange
(now listed).

Authorized and recentlyy to be issued, $7,000,000. Interest payable February
15 and August 15. Principal and Interest payable in New York at Guaranty
Trust Co. of New York in United States gold coin of or equal to the stalard
of weight and fineness existing February 15, 1929, without deduction for any
tax or taxes now or hereafter imposed by the Kingdom of Denmark or by any
taxing authority thereof or therein. Coupon bonds in denomination of $1,000.

Redeemable tit the option of the company, as a whole or In part, at par and
accrued Interest on any Interest date on 60 (lays' notice.

Price on application. The company's 25-year sinking fund external 6 per cent
gold bonds, to be called for redemption on April 15, 1929, will be accepted in
payment for the above bonds on a 5 per cent discount basis to April 15, 1929.

When, as, and if issued and received by us and subject to approval of counsel.
All legal details in connection with this Issue will be passed upon by Messrs.
Da7s, Polk, Wardwell, Gardiner & Reed, of New York, except matters of
Danish law, which will be passed upon by Gunnar Sally, Esq., of Copenhagen,
Denmark. It Is expected that trust or interim receipts will be ready for deliv-
ery on or about February 27, 1929.

GUARANTY CO. OF NEW YORK.
F-Ritu.,uY, 1929.

$40,000,000 DuTcII EAST INOIES 25-YEAR EXTE.NAL 6 PERi CENT GOLD BONDS.
AUTHORIZED isy L.%w or DcEMHER 30, 1921, PASSED BY THE KINGDOM OF THE
NFTrII.lANDS PARLIAMENT AND APPiOVEru BY THE CROWN. NoT REDEMABLE
l)uaMxO FIRST 10 YEAs

To be dated January 1, 1922. To mature January 1, 1947.
Interest payable January 1 and July 1. Principal and interest payable in

United States gold coin of th iu'eprent standard of weight and fineness or Its
equivalent at tite imaiii office of Guarantly Trust Co. of New York. witlmut
deduction for any tuxes, present or future, of the Netherlands or the Dutch
East Indies. 'oupn totds in denoinations of $500 and $1,000. registrable
as to prilleipal only.

On and after Jantiary 1, 1!t32, redeemable as at whole at ithe option of tile
Government, or in part for sinking fund only, at par andi accrued Interest.

Sinking fund commencing 1932, to retire entire issue by maturity through ain.
nual payments sufficient to redeem (,:tell year one-fifteenth of the anoultt of
blinds outstanding on January 1, 1932. These funds to lie applied to redvemip-
tion by lot at par.

GUARANTY TR,'7ST CO. OF NEW YORK, FISCAl. AGENT OF TIIE L.OAN

TVue following is sumnuarized front information furitshed by 'able by
Mr. 'S. de (G;Raft, minister of colonies. Kingdom of tie Netherlands. All con-
versioms of florins to dollars have beetn comtputedi at the rate of 22 ilorins le
(h(!iar. or aliproxinately tit par (if exchiange.

The bonds are to tie iirect external obligations of the government of the
Dutch East ldies, ani integral part of the Kitgdom of the Netherlands under
the sovereignty of the crown, and Its most inlortant coloial iossessloi. The
executive and itmuch of the legislative imwer of tie colony is vested Il a gover-
nor-general atid council appointed by tie Giverinnent of time Netheritalds.
Budget tiid other tiscll matters are origitated by time culoliy, subject to tile
control and approval (if the Governmient of the Netherhlids.
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RESOURCES AND COMMERCE

The Islands, the more important of which Include Java, Sumatra, Celebes,
Dutch Borneo, and Dutch New Guinea, have an estimated population (largel,%
native) of about 50,000,000 and a land area of about 750,000 square miles. The
great natural resources of the colony have for centuries given it prominence
in the world's commerce, anl after more than 300 years under Dutch control
It is to-day one of the richest of all colonial possessions. The principal prod-
ict.s include tin, coal, gold, petroleum, and a large variety of agricultural com-

niulitles, among them coffee, rubber, rice, copra, tea, sugar, and tobacco.
These natural resources have enabled the maintenance of a substantial excess

of exports over Imports. For the six years, 1915 to 1920, inclusive, the Dutch
East Indies bad a larger favorable balance of trade than any country in the
world, excepting the United States. Trade with the United States has devel-
oped remarkably, total exports and Imports having Increased from $9.370.000
for tile fiscal year ending January 30, 1913, to $202,840,000 for the fiscal year
ending June 30, 1921.

CURRENCY AND EXCHANGE

The unit of currency is the guilder, or florin, with parity of 40.2 cents. Its
present quotation of approximately 37 cents represents a discount of only 8 per
cent. reflecting its position as one of the soundest currencies ill the world.

REVENUES

Total interest and amortization charges on all debt, both funded and floating,
as appear by the 1922 budget aggregate less than 10 per cent of the 1921 total
revenues (partly estimated). These revenues, including the gross income from
governnment-owned monopolies and Industries, totaled $267,000,000.

For the period of 116 years from the establishment of the colonial govern-
ment in 1798 to the outbreak of the war In 1914, the aggregate ordinary reve-
nues exceeded expenditures (ordinary and capital aggregated). From 1900 to
1913 the ordinary budget, exclusive of receipts from loans and capital expendi-
tures, reflected in each year a favorable balance, the surplus for tile period ag-
gregating about $34,000,000. In the more recent budgets, due principally to
capital and other extraordinary expenditures, there have been substantial defi-
cits. The floating debt amounts to $222,000,000, but without allowance for any
reduction by $40,00,000 taxes levied but not yet collected !Ind by any
application of loain proceeds.

(iMM'ItNM EN'I-!OW NH I'I{OI'FEItTY A\ND I)EBT|

Total funded debt, exclusive of this loan, aplroxinmates $212,000,000, as com-
plired with government-owned property of an estimated! value of not less than
$275,000,000. These properties, frtnt which the government is realized sub-
staittal profits over it period of Ialnny years. include tramways otld railroads
(approximately 2.550 miles), telephone and telegraplh systems, tin tinies, coal
mines, and hlrbor developments. Tl, government ulso controls great natural
resources of value difficult to estimate.

For the five years 1917-1921, partly estinated for the lust year, the net in-
come from government properties anad monopolies averaged $46,000,000 annually
or more than one and three-fourths tines all Interest told amortizaition charges
In the 1922 budget.

Price 941/, and interest. To yield about 6.75 per cent to earliest redemption
date, January 1, 1932; to yield about 6.45 per cent if held to maturity when, as
and If issued and received by Us and subject to approval of counsel. It Is ex-
pected that Interim receipts will be ready for delivery on or about Jatnary 1T,
1922.

JANUARY, 1922.

Durci EAST INDIES

Data compiled front reognlizel atlthorit les and111 cable advhives. All conver-
slons of florins to dollars have been comlted at tile rate of 2 , florins per
dollar, or approximately at pat- of ex(clainge.
The Dutch East Indies are ant Integral part of the Kingdom of the Netler-

lands and its most important colonial possession.
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The executive and much of the legislative power of the colony is vested in a
governor-general and council appointed by the Government of the Netherlands.
Budget and other fiscal matters are originated by the colony, which since 1912
has been permitted to borrow in its own name, all such matters being subject to
the control and approval of the Government of the Netherlands.

The more important Islands in the group are Java, Sumatra, Celebes, Dutch
Borneo, and Dutch New Guinca. The total land area is approximately 750,000
square miles, and the population, which Is largely native, Is estimated at more
than 50,000,000.

IIESOIiCS

The great natural resources of the cohny have for centuries given it an ira.
portant position In the world's commerce, ain(d after more than 300 years under
Dutch control it is to-day one of the richest of all colonial possessions.

The islands contain extensive mineral deposits including tin, iron, coal, and
some gold, an(d are gaining prominence as a source of petroleum supply.

The ri.h soil and tropical climate favor the production of a large variety of
agricultural commodities of great importance In commerce, including especially
coffee, rubber, rice. tea, pepper, tobacco, sugar. tapica, quinine, copra, and
coconut oil. The extraordinary development of the plantation system of rub-
ber cultivation Is -'ell known.

COMI ERCE

The.natural resources enable the maintenance of a substnntial excess of ex.
ports over imports. For the 6 years, 1915 to 1920, inclusive, the Dutch East
Indies had a larger favorable balance of trade than any country in the world,
excepting the United States. The relation between exports and Imports In
recent years is shown by the following approximate figures:

Favorable
Calendar years Exports Imports trade

balances

1913 ........................................................... $271,000,000 $186,000,000 $sm , 000,0
1914 ........................................................... 272,000,000 165,000.000 107,000000ISI............................... S:c I 3o ,:o! o oo 62,o0o0,o
1916 ........................................... 4 0 000 162 000, 1 12,000,000
1917................... 314 '.00000 116,000,0001917 ........................................................... 314.01000 198,00 00 116,000,000lots ........................................................... 277,00OD0000 212., 00.oo 0,,
1919 ........................................................... 56,000,000 265,000,000 601,000 000
1920 ............................................... 89,000,000 523,0ow0,000 366,000,000D

Trade with the United States has developed remarkably, exports to the
United States having increased from $6,220,000 for the fiscal year ended June
80, 1913, to $141,660,000 for the fiscal year ended June 30, 1921, with Imports
from tile United States during the same period increasing from $3,150,000
to $61,180,000.

REVENUES

For the period of 116 years from the establishment of the colonial govern-
ment in 1798 until the outbreak of the war In 1914, the aggregate ordinary
revenues exceeded expenditures (ordinary and capital aggregated).

From 1906 to 1913 the ordinary budget, exclusive of receipts from loans and
extraordinary expenditures, reflected il each year a favorable balance, the
surplus for the period aggregating about $34,000,000. In the more recent
budgets, due principally to capital and other extraordinary expenditures, there
have been substantial deficits. The floating debt almalts to $222,01JM.000, but
without allowance for any reduction by $40,000,000 taxes levied but not yet
collected and by any application of loan proceeds.

Total interest and amortl'/ton clrges (oil itll debt, both funded and
floating, as appear by the 1922 budget aggregate less than 10 per cent of the
1921 total revenues (partly estimated). These revenues, including the gross
income from government-owned monopolies and industries, total led $267,000,000.

MONETARY SYSTEM

The unit of currency is the guilder, or florin, equivalent at par to 40.2 cents.
Its present quotation of approximately 37 cents represents a discount of only

8 per cent, reflecting Its position as one of the soundest currencies in the world.
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The fiscal system centers in tJ~a Bank of Java, which on November 12, 1921,
had a total reserve of $74,954,000, of which $64,820,000 was in gold. This
reserve represented 63 per cent of notes in circulation and 49 per cent of com-
bined note, deposit, and draft liabilities. In addition to the circulation of the
Bank of Java, the government has outstanding uncovered currency of approxi-
mately $22,000,000, of which it is proposed to replace all but $10,000,000 by
silver coins during the present year.

GOVERNMENT-OWNED PROPERTY AND DEBT

Total funded debt, exclusive of this loan, approximates $212,000,000, as
compared with government-owned property of an estimated value of not less
than $275,000,000. These properties, from which the government has realized
substantial profits over a period of many years, include tramways and railroads
(approximately 2,550 miles), telephone and telegraph systems, tin mines, coal
mines, and harbor developments. The government also controls great natural
resources of value difficult to estimate.

For the five years 1917-1921, partly estimated for the last year, the net
income from government properties and monopolies averaged $40.000,000
annually or more than one and three-fourths times all interest and amortiza-
tion charges in the 1922 budget.

$40,000,000 DUTCH EAST INDIES 40-YEAI, EXTERNAL. SINKING FuND 6 PER CENT
GoLD BONDS-AUTHORIZED BY LAW OF DEcEMBER 30, 1921, PASSED BY THE
KINGDOM OF THE NETHEIILANDS PARLIAMENT, AND APPROVED BY THE CROWN

To be dated March 1, 1922. Not redeemable during first 10 years. To ma-
ture March 1, 1962. Interest payable March 1 and September 1. Principal
and Interest payable in United States gold coin of the present standard of
weight and fineness or its equivalent at the main office of Guaranty Trust Co.
of New York, without deduction for any taxes, present or future, of the Nether-
lands or the Dutch East Indies. Coupon bonds in denominations of $500 and
$1,000, registerable as to prinelpal only. Redeemable at the option of the
government on March 1. 1932, and on any interest (late thereafter, as a whole,
or it) part. at par and accrued interest.

Sinking ftnd to retire entire issue by maturity through annual payments
.cafticlent to redeem each year, commencing 1933, one-thirtleth of the amount of
honds outstanding on March 1. 1932. These funds to be applied to retirement
of bonds through purchase at not exceeding par and accrued Interest or through
call by lot at par an( accrued interest. Guaranty Trust Co. of New York, fiscal
agent of the loan.

The following Is summarized from information furnished by cable by Mr.
S. de Graaff, the minister of colonies, Kingdom of the Netherlands. All con-
versions of florins to dollars have been computed at the rate of 21h florins per
dollar, or approximately at par of exchange:

These bonds are to be direct external obligations of the Government of the
Dutch East Indies and will not be redeemable during the first 10 years. The
Dutch East Indies is an Integral part of the Kingdom of the Netherlands, the
executive and much of the legislative power of the colony being vested in a
governor general and a council appointed by the home government. The colony
originates budget and other fiscal matters subject to the control and approval
of the Government of the Netherlands.

Resources and commerce.-The Islands, which include Java, Sumatra, and
Celebh.-, have an estimated population of about 50,000,000, possess great natural
resources, and constitute one of the richest of all colonial possessions. Tile
prhicipal products include tin, coal, petroleum, and a large variety of agricul-
tural commodities.

These natural resources have enabled the maintenance of a substantial excess
of exports over imports. For the six years 1915 to 1920 inclusive, the Dutch
East Indies had a larger favorable balanre of trade than any country in the
world, excepting the United States. Trade with the United States has devel-
oped remarkably, total exports an(d imports having increased from $9,370,000
for the fiscal year ending June 30, 1913, to $202-,840,000 for the fiscal year end-
lag June 80, 1921.

Currency and exclwnge,-The unit of currency is the guilder, or florin, with
parity of 40.2 cents. Its present quotation of approximately 37.6 cents repre.
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sents a discount of less than 7 per cent, reflecting its position as one of the
soundest currencies In the world.

Revcenues.-Total revenues for tie year 1921 (partly estimated), including
the gross Ilcome from Government-owned monopolies and industries, amounted
to $2637,400I,(0. For tile period of 116 years from the establishment of tile
colonhil Government In 1798 to the outbreak of tile war in 1914, the aggregate
ordinary revenues exceeded exienlitures forolinary and capital combiined).
From 19046 to 1913, tile ordinary budget. exclusive tf capital exipenditulres
atid receilts from loans, reflected it each year a favorable balance, the surplus
for the period aggregating about 3-,l4XO.00. In the more recent budgets,
due prlnell)ally to callital and other extraordinary expenditures, there have
been sabstalltlal deficits. Tile floating debt amounts to 8,0W.000 without
maling any allowance for reduction by the application of the proceeds of tills
1oa11 and of tile $4'),-K)0,000 25-year bonds recently issued, or by $40.000,4I0M
taxes levied but not yet collected.

Governinent-owned property and debt.-Total funded debt. exclusive of this
lo1n and tila ionds recently l-suied, aplproximnates $212(01.401. The Govern-
lnltlt coltrtls gret natul'll resources of vlilt ditiollit 1( e.to lltlltte si1)1 oWIS
revenue-lriduci... iloierties ilfclulili:g over 2.51m, olile of trlitlawnlys ll(d rall-
roads, telephone 101d telegraph 5y: nll. and 1011'.-. which have sill estllllated
vallle of II it less tlln $275.H).0 111.

For the five, years 1917-1921. net iloine fr+mn Government-owlled iroplerties
and monopolies, partly estimated for tile last year. averaged $46,(Wt.000 anlu-
ally. This inlltiollt, wlich Is less than :29) iwr vtlt of tht' total revenues for
1)21. Is more thia 1:%1 t10le5 sll interest and am,,rtizati, nl charges as iipliHar
Ill the 192,12 i)udget.

Price 94 wtill interest to yield about 6.3 per cent to earliest redemption
date, Marcitl 1. 1932; to yield blloilt 6.3K- per cent if held to maturity, wlen, as
and1t1 If Issutl! 1dnd re(.elvtd iy us and subject to aplirival of 'oulIsel. It is
exlp'Tte(i that interim receipts will be ready for delivery on or about March
30, 1)22.

GrARANrY 'o. oF NEW YoRiK.

I)UTrCui EAST INDIEs

Data conlehd from re(ognlized authorities and .tiide advi(ces. All cOnlversiOnlS
of florns to dollars Iave been conlputed at tilt- rate of 21,, flrl llIs per diahtr.
or llpwoxinlately at l)ar if exchange.

The Dutch East Indies Is an Integral Ioart of tle Kligdonl of tile Netherlalds
anid its mlost il)l otaltt colonial Imssssloill.

The exelltive 111141 lt1lt'ih of th, legislative power ,f tile 'ololy i. vested it a
governor general lid to llll app'lited by the Government cef the Netherlands.
Budget ;lid other fiscal 111litters are origilated by the whihny, wich silce 1)12
1111s been permitted to bil'tj w In Its own llate. all such matters leing subject
to tile control and aliproval of the (Governnlent ,,f the Netherlailds.

Tile ltore iniliortalit Islltids ill tile t'-miltl are Java. Sunmatra. (Celebes. Dutch
iorneo, and Dutuh New Guinea. Tilte pl)Juhltion. which Is largely latite. Is
estimated at more tilan 50.000,000.

Iesolo',e..--Tlle great Ilatural rt,,oitlrees o;f the colony have for Celttlrles
given it sill hiillortalt position Ill tie world's commnerce. and after Imlore thln
300 years. Ilnider Dutcl control, it is ti-il" olle of the richest (of sill 4'oollial
PosseS.II ll..

Tilt Islands (ontaln extensive, mineral delio,-its Illldilig till, ironl. coal. :id
somet1 gold, alid atre gllinllg prollnence a1s a1 -4lrce of pittrolelni Sllll.

The rihl soil and tr'vlal clihnate favor the lPr,,ductill iif at large variety
of agrillltlral I nlllel s of great llliHrt:lllr-e ill t-toll rc111torc. i ltllig slit'-
chilly coffee. ruIbbe(r, rice, tell, Ipelqler, toloacvo. iu,,ar, taithoca. {Itllilnhe. eoCa.~'l

an(1 cocoLit oil. The extraordiary (teveiI'pmeilt of tile Itlinlltiioll systelll cif
rubber cultivation Is W ell kliowiv.

('onmm'r('e.-Tihe llatunll 'esour.es vi1ablte tih' lilaliteiall'4 (if it Sllstilll
eXcess of exilorts over Iniorts. For tile six years. 1915 to 1111. Inclusive, the
Dutch East IndlIes had a larger favorable bahlill'e olf trafle than ally colitry
ill the w.rld, exceltilg the United StlteS. Til reltionl lietwell exports al
inlilorts Ill recent years is s oWil Iby tilt

h
following liliroxinate figures:

I.
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I Favorable
Caled ar years Exports , Imports tradebalances

191 -------------------------------------------- $71P O D, 00 $186,000,000 $65,000, 000191 .................................................... 27,00,000 I16,000,000 15, 00, 0001911 ...................................... .... ===' 7,o~~o s o~oo17oo o

1916 ............................................................ 343,000.000 162,O.000 181.000, WO
1917 .................................................... 314,000,000 198000,000 111;,000,000
191S ......................................................... 277,000,000 212,000,000 65. 000,000
1919 ............................. ........................... 856,000,000 125 ,000,000 604000,000
1920 ..................................... ...... 8, 000. 000 623,100,00 366,000,00

Trade with the United States bas developed remarkzilly, exports to the
United States having iereased from $0,.220,10 for tle fiscal year ended June
30, 191:3, to $141.0.Mw for the fiscal year ended June 30. 1921. with imports
from the United Ste during the sa1e leril invreasing f'ronm $3,15AQlKN. to
$61.180,000.

Rceuiue.i.-For the perim of 116 years from the establlshlmellt of the colonial
government ill 17*1S until the outbreak of tile war in 1914. the aggregate ordl-
niry revvllues exceeded expenditures (ordiliary Jill(] capital Colbilled).

From 19W6 to 1913 the ordinary budget, exclusive of extriordliiiry expeltdi.
ttres and receipts from ulans. Iellecied in eatch year it favorable balance, the
surplus for the period aggregating about $34,000,000. Ill tile more recent bull-
gets. due principally to capital and other extraordinary expenditures. there
hiave been siist:lnti:il deficits. The floating debt amounts to $222,(0 ).01111 witlh-
ot making tiny allowance for reduction by the ilpillcatioi of the proceeds of
this loan and of the k40.0,(I0jK '-'-yelar bonds recently issued, or by $40).000,000
taxes levied but not yet collected.

Total revenues for the year 1921 (partly estiniated). includig the gross
invoime from government-owned lOlopolles lind Industries. 1I1otilotCd to
$2;7,000,000.

Monetary system.-The unit of currency is the guilder, or florin. equivalent
at par to 40.2 cents. Its present quotation of approximately 37.6 cents repre-
sents a discount of less than 7 per cent, reflecting Its position as one of the
sotlitiest currencies in the world.
The fisv'i system vnters in the think of Java, which ol January 7, 1922, had

a total reserve of $71.052,000, of which $5wi9t4,0s wa.S it gold. This reserve
representted 62.3 pter ,4.int of notes i circulation tlt(] 44 per cent of (obilied
lnte, deposit, and draft liabilities. Ii alddltion to the circulation of the Bank
o Java. the government hIas oltstantling l uncovered eiirreiley of alpproxInlllitely
$21.40)0.000. of which it is propostd to replace all but $10,0,01) by silver coins
during the present year.

orcronlct.oirtncil property and dcbt.-Total funded debt, exclusive of this
loan and the bonit, recently issued. approxinates $212.000.000. The govern-
ment control, great iiatural resources of vahle difflenlt to estilllat and owil.q
revenue-irohlt:inta projertivs ililudillg 2.500 Ihiies of taniIwulys 11nJ(] railroad.

.

telephone dliii tei-rall -ySteile., 111141 InlilleS, whi.ih h illve 1i elilllltetl v,ille
of not le!s thlun $275.Wm'Ni.Oi).

' For the five years 1917-1921. liet 11(oll1 ftroll guovernlnent-owIleli properties
and monopolies, partly estimated for the lost yeaitr. averaged $461000,001) annu-
olly. This alllonlit, wit.h i, less than 20 Ielr ent of tilt, toll revenues for
1921. is loere thani (.e lnl thlree(-illitelr the110 ill illtei'nst and oilortiz'.ltlion
Charges as appear in the 19r22 huduet.

We do n1ot1 --lmra-iellite l ti t( 11e01. t1111, 1 f]grll resentel lerein. but they
are taken from s.viro-s whiieih we believe to be reliable.

$20.000.000 Du'Tli EisT INvirs 4W)YEAR EXTRNA, .l NKINO; FI'ND 11% ("OLD

Thlis, i-s.lle 'ollilliJ.tt. tile ..q l .NH~I.lI )alll authorizl'Jed liylit h ol ' lie.o, livi,:r 111.
11021. lill-"tel Ily tilt- Kilionl of tilt, .Nethtvirlaids loarlhllnelit lillil .1,loll lf.y

the~ I*l VI

ll lo ' be lt0 e l A 'iirh 1. 1W22. Not redelllhlie 1ihling first tell V';ill'. Tho
nllrttr Mare' 1. I 11;W2. lntere,t 11lyalile Mi-i 1(11 1id i l'itlii0, 1. Prihilial

-UI
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and interest payable in United States gold coin of the present standard of
weight and fineness or its equivalent at the main office of Guaranty Trust Co.
of New York. without deduction for any taxes, present or future, of the
Netherlands or the Dutch East Indies. Coupon bonds ini denominations of
$500 and $1,000, registerable as to prncipal only. Redeemable at the option
of the Government on March 1, 1932. and on any interest date thereafter, as
a whole or In part, at par and accrued interest.

Sinking fund to retire entire issue by maturity through annual payments
sufficient to redeem each year, commencing 1933, on thirtieth of the amount
of bonds outstanding on March 1, 1932. These funds to be applied to retirement
of bonds through purchase at not exceeding par and accrued Interest or through
call by lot at part and accrul interest. Guaranty Trust Co. of New York,
fiscal agent of the loan.

The following is summarized from information furnished by cable by Mr.
S. de Graaff, the minister of colonies, Kingdom of the Netherlands. All con-
versions of floris to dollars have been computed at the rate of 21X. florins per
dollar, or approximately at par of exchange:

These bonds are to be direct external obligation, of thi Government of the
Dutch East Indies and will not be redeemable during the first ten years. The
Dutch East Indies is an integral part of the Kingdom of the Netherlands, the
executive and much of the legislative power of the colony being vested fin a
governor general and a council apr.ointed by the home Government. The
colony originates budget and other fiscal matters subject to the control and
approval of the Government of tte Netherlands.

RESOURCES AND COMMERCE

The Islands, which include Java, Sumatra, and Celebes. have an estimated
population of about 50,000,00J, possess great natural resources and constitute
one of the richest of all colonial possessions. The principal products include
tin, coal, petroleum and a large variety of agricultural commodities.

These natural resources have enabled the maintenance of a substantial ex-
cess of exports over imports. For the six years, 1915 to 1920. inclusive, the
Dutch East Indies had a larger favorable balance of trade than any country
in the world, excepting the United States. Trade with the United States has
developed remarkably, total exports and Imports having inerealsed front
$9,370.000 for the fiscal year ending June 30, 1913, to $202,840,000 for the fiscal
year ending June 30, 1921.

CURRENCY AND EXCHANGE

The unit of currency is the guilder, or florin, with parity of 40.2 (ents. Its
present quotation of approximately 37.9 cents represents a discount of less than
six per cent, reflecting its position as one of the soundest currencies in the
world.

REVENUES

Total revenues for the year 1021 (partly estimated), including the gross
income from Government.owned monopolies and Industries, amounted to
$287,000,000.

For the period of .10 years from the establishment of the colonial Govern-
ment In 1798 to the outbreak of the war In 1914, the aggregate ordinary revenues
exceeded expenditures (ordinary and capital combined). From 1906 to 1918
the ordinary Ibudget, exclusive of capital expenditures and receipts from loans,
reflected in each year a favorable balance, the surplus for the period aggregat-
ing about $34,000,000. In the more recent budgets, due principally to capital
and other extraordinary expenditures, there have been substantial deficits. The
floating debt on April 1, 1922 amounted to $171,000,000 without making any
allowance for reduction by the application of the proceeds of this issue, or by
$10,000,000 taxes levied but not yet collected.

GOVERNMENT-OWNrD PROPEIM7 AND DEnT

Total funded debt, exclusive of this issue, approximates $292,400,000. The
Government controls great natural resources of value difficult to estimate and
owns revenue.producing properties including over 2,500 miles of tramways
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and railroads, telephone and telegraph systems and mines, which have an
estimated value of not less than $275,000,000.

For the five years, 1917-1921 (partly estlmattql for the last year), net Income
from Government-owned properties and monopolies alone averaged $140,000,000
annually, or more than one and three-fourths times all interest and amortization
charges as appear in the 1922 budget.

Price 901/2 and interest, to yield about 0.48 per cent to earliest redemption
date, March 1, 1932, to yield about 6.24 per cent if held to maturity.

When, as, and if issued and received by us and subject to approval of counsel.
It is expected that interim receipts will be ready for delivery on or about May
11, 1922.

Guaranty Co. of New York; Harris, Forbes & Co.; Lee, iligginson &
Co.; Bankers Trust Co., New York; Kidder, Peabody &, Co.;
The Union Trust Co. of Pittsburgh; Continental and Commercial
Trust & Savings Bank, Chicago; Illinois Trust & Savings Bank,
Chicago; The Union Trust Co., Cleveland.

I)UTC11 EAST INDIEM

Data compiled from recognized authorities and cable advices. All conver-
slons of florins to dollars have been computed at the rate of 2Aa florins per
dollar, or approximately at par of exchange.

The Dttch East Indies is an integral part of the Kingdom of the Netherlands
and its most Important colonial possession,

The executive any much of the legislative power of the colony is vested in a
governor-general and council appointed by the Government of the Netherlands.
Budget and other fiscal matters are originated by the colony, which since 1912
has been permitted to borrow in its own name, all such matters being subject
to the control and approval of the Government of the Netherlands.

The more important islands In the group are Java. Sumatra, Celebes, Dutch
Borneo and l)atch New (uinea. The population, which is largely native, is
estlnatmr at more than 50,(0,M).

RESOURCES

The great natural resources of the colony have for centuries given it an
important position in the world's commerce, and after more than 300 years
under l)utch control it is to-day one of the richest of all colonial possessions.

The islands contain extensive mineral deposits Including tin, iron, coal, and
some gold, and are gaining prominence as a source of petroleum supply.

The rich soil and tropical climate favor the production of a large variety of
agricultural cotau||oditles of great Importance in commerce, including especially
coffee, rubber, rice, tea, pepper, tobacco, sugar, tapioca, quinine, copra and
coconut il. The extraordinary development of the plantation system of rubber
cultivation is Well known.

COMMERCE

The natural resources enable the maintenance of a substantial excess of
exports ove1 imports. For the six years 1915 to 1920, inclusive, the D)utch East
Indies had a larger favorable balance (if trzide than any country in the worll,
excepthig the United States. The relation betwcv, exports and imports in
recent years is shown 11y the following approximate figures.

Calenr Eports Imports Favorable
years balances yes Esport Imports tradeblles yasbalances

1915 ... . . ,000. 0,00 .000 00,00 1917 ....... 131498 0,000.000 , 000 $ .000
93- 272000.000 165O180 000 10,000,000 1917... 14000000 $98,t000,000 C615000,000

115 ....... 30.000,000 15,000000 15,000,Oo 1919 ...... 2 8K 000.000 I 2,000,000 601,000,000
19 6 ....... 1 343,000, 102,000,000 181,000.00 920 ....... $89,000.o000 ; 523,o, 000 300,OD, 00

Trade with tile United States lh11s (hevelol)ed remarkably, exports to the
United States having increased from $6I,220,000 for the fiscal year ended June
30, 1913, to $141,060,0K) for the fiscal year ended June 30, 1921, with imports



1044 SALE OF FOREIGN BONDS OR SECURITIES

from the United States during the same period increasing from $3,150,000 to
$61,18(J,(X)0.

1EVEN UES

For the period of 114; years from the establishment of the 'ololal Govern.
ment iln 1798 until the outbreak of tle war in 1114, tle aggregate ordinary
revenues exceeded expenditures (ordinary and capital combined).

From 1906 to 1913 the ordinary budget, exclusive of extraordinary expendi-
tures and receipts from loans, rejected i each year a favorable balance, tile
surplus for the period aggregating about $34,060.000. li the more recent bud.
gets, due principally to capital and other extraordinary expenditures, there
have been substantial deficits. The floating debt on April 1, 1922, anntaunted
to $171,000,000 without nnaking any allowance for reduction by the applica.
tion of the proceeds of this Issue, or by $40,000,t0 taxes levied but not yet
collected.

Total revenues for the year 1921 (partly estimated), Includlng the gross in.
cone fromtI biovernmenI -, ined( 1110110 1ll1i1e 1n kli (Ilst rie:S. ai nlnn1ltedl to
$267,4101J,001.

MOVET.ARY SYSTEM

'ie titit of currency Is the guilder, or florin, equivalent at par to 40.2 cents.
Its present quotation of aplroxinately 37.9. cents represents it discount of less
than 6 per cent, reflecting its position as one of the soundest currencies in the
world.

The fiscal system centers in tie Bank of Java. which Oil January 7, 1922,
had a total reserve of $71,052,000, of which $58,994,000 was In gold. This
reserve represented 62.3 per cent of notes in circulation and 44 per cent of
combined note, deposit and draft liabilities. In addition to the circulation
of tile Bank of Java. tile Go.vernment has outstandin, uncovered currency of
approximately S21,000.000, of which it is proposed to rephice all but $10,000,-
000 by silver coin; during the present year.

OOVERNM ENT-OWN EDm PROPERTY AND DEBT

Total 'iFnhd debt, exclusive of this issue, approxinates $2,2,400,4X?. The
Governn,'.nt controls great natural resources of value dilieult to estimate and
owns rev hue-produclng properties including over 2,500 miles of tranways
and rallrovds, telephone and telegraph systems and mines, which have an esti.
mated value of not less than $275,000,00).

For the five years 1917-1921 (partly estimated for the last year) net in-
come from Government-owned properties and moliopolies alone averaged $40,.
000,000 annually or more than one and three-quarters times all Interest and
amortization charges as appear in the 1922 budget.

$25,000,000 Duicl EAST INDIrs 30-YEAR EXTERNAL SINKING FuND 5.. PE Cmi
GOLD BONDS

To be dated March 1, 1923. Not redeemable prior to March 1, 1933. To
mature March 1. 1953.

Interest payable March 1 and September 1. Principal and interest payable in
United States gold coin of the present standard of weight and fineness or its
equivalent at the main office of Guaranty Trust Co. of New York, without de.
duction for any taxes, present or future, of the Netherlands or of the Dutch East
Indies. Coupon bonds in denominations of $500 and $1,000, registerable as to
principal only. Redeemable at the option of the Government on March 1, 1933,
and on any interest date thereafter, as a whole or In part, at par and accrued
interest. Sinking fund to retire entire issue of bonds by maturity through
annual payments sufficient to redeem each year commencing March 1, 1934, one-
twentieth of the amount of bonds outstanding on March 1, 1933. These funds to
be applied to refirenment of bonds through purchase at not exceeding par and
accrued Interest or through call by lot at par and accrued Interest.

.. . ... .......... ... . .... ... - - _ _ _ __ l. . ..p
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GUARANTY TRUST CO. OF NEW YORK, FISCAL AGENT OF THE LOAN

Part of an amount authorized by the Kingdom of the Netherlands, under
which authorization, in addition to the present Issue, 131,000.000 guilders have
been issued in the Netherlands and £5,000,000 were issued in January, 1923, in
London.

The following is summarized from official sources and other information
which we regard as reliable. All conversions of guilders to dollars have been
computed at par of exchange. (Guilder= $0.402).

These bonds are to be direct external obligations of the government of the
Dutch East Indies.

RsouaczS AN t COMMERCE

The Dutch East Indies, which Include Java, Sumatra, and Celebes, have an
estimated population of about 50,000,000, possess great natural resources and
constitute one of the richest of all colonial possessions. Geographically they
belong to the same group of islands as the Philippines and have an area of more
than 735,000 square miles--about one-fourth the area of continental Unfitd
States.

The principal products include tin, coal, petroleum, and a large variety of
agricultural commodities, and to-day the Dutch East Indies stand first in the
production of quinine, copra, antl spices; third in the production of tin, rubber,
coffee, and cane sugar, and second in the exportation of the latter commodity.
They rank fourth in the production of petroleum and are also important pro-
ducers of tobacco, tea, rice, rattan, hemp, and coal.

These natural resources have enabled the maintenance of a substantial excess
of exports over imports. For the seven years, 1914-1920, the Dutch East Indles
had a larger favorable balance of trade than any country in the world excepting
the United States. For this period this favorable trade balance was $1,593,-
000.000 as compared with $427,000,000 for time seven years, 11H)7-1913.

RnsENUF AND EXPENDITURE

For 110 years, from the establishment of the colonial government in 1718 to
the outl)reak of the war in 1914, the aggregate ordinary revenue exceeded the
expenditures, both ordinary and extraordinary. From 1060 to 1910 the ordinary
budget, exclusive of expenditures on capital ancount, showed at surplus aggre-
gating for that period over $43,777,000.

In more recent budgets, owing to an extension in gmvernmnent activities aind
to the large increase in salaries fid wages, there liavt, been deficits in the
ordinary budget but the Netherlands Parliament has been informed tMat as a
rtult of a policy of retrenchment now instituted, time ordinary budget will
balance by the end of 1925. Moreover, it is signifl.ant that the budget for 1923
Indlcate, that expenditures both ordinary and ex-tr|orlinary aire less than in
aim,- of the preceding years.,

N.ATIONAt.L 1PIT

The proceeds of this issue will ho usedi to reduce the anfiunded debt. Tile
total debt, funded and unfunded, on Ja||hary 12, 19.23. was about $456,000,000
or less than $10 per capita. More tian two-thirds of the debt is payable in
Dutch currency.

Out of time surpluses of ordinary revenue and out of th, ll-oeefxs of lons a
sum estimated at $486,e87,000 bad been expended up to DeWember 31, 1922, on
capital assets, including railways, trammwlays, telephone and telegraph system,
tin mines, coal mines, harbor and Irrigation works.

For the five years 1917-1921, the net income front governmmllt-owned prop-
erties and monopolies averaged over $41.000.000. The estimated net income for
1922 from the same sources Is in excess of $51,874.000.

The total amount required for interest and alnortiz||tilI on thie entire debt
(including the present issue) for 1923 amounts to $34,375.000. These figures
Indicate net Income for 1922 from government prtiiprties a1nd4 monopolies equal
to more than one and one-half tinies the debt service for 1923.

CITIRINCY

Tihe Dutch East Indies legal tender money Is Identical with the Dutch guilder.
The Bank of Java, the sole bank note iuing power, had on November 11, 1922,
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a metallic reserve of 54 per cent against bank notes and other demand Habil.
itles. The Dutch guilder is quoted in New York at practically par of exchange.
Dutch East Indies exchange is ordinarily quoted in Holland at a small discount,
which on February 13, 1923, amounted to only 2 per cent.

Price 88 and interest; to yield over 7.20 per cent to earliest redemption date,
March 1, 1933; to yield over 6.40 per cent if held to maturity.

Application will be made to list these Bonds on the New York Stock Ex.
change. The recent issue of £5,000,000 40-year sinking fund 6 per cent bonds
redeemable at par after the tenth year, which was issued in London at 98 per
cent, Is now quoted above 101 per cent, yielding less than 6 per cent. These
Bonds are offered when, as, and if Issued and received by us and subject to
approval of counsel. It is expected that trust receipts of Guaranty Trust Co.
of New York will be ready for delivery on or about March 6, 1923.

Guaranty Co. of New York; Harris, Forbes & Co.; Lee, Higginson &
Co.; Bankers Trust Company, New York; Kidder, Peabody &
Co.; The Union Trust Company of Pittsburgh; Continental
and Commercial Trust and Savings Bank, Chicago; Illinois
Trust & Savings Bank, Chicago; The Union Trust Co., Cleveland.

DUTCH EAST INDIES

Data compiled from official sources and other information which we regard
as reliable. All conversions of guilders to dollars have been computed at par
of exchange, $0.402.

The Dutch East Indies are not only the most important colonial possession
of the Netherlands but they are one of the richest *colonies in the world.

The executive and much of the legislative power of the colony is vested In a
governor general and council appointed by the crown. Subject to the control
and approval of the Government of the Netherlands, the colony originates its
budget and other fiscal matters and since 1912 has been permitted to borrow
in its own name.

The Dutch East Indies belong geographically to the same group as the Phil-
ippines and extend roughly from the Malay Peninsula to Australia, covering
a distance of over 3,000 miles. The more important islands include Java,
Sumatra, Celebes, Dutch Borneo, and Dutch New Guinea. The total area of
the group is more than 735,000 square miles-about one-quarter of the area of
continental United States--and the population Is estimated at about 50,000,000.

Java and Madura, together about the size of New York State, have a popula-
tion of more than 35,000,000, and are among the most densely populated areas
in the world. From 1818 to 1918 the population of Java, where the most e7-
tensive commercial and economic development has taken place, increased ten-
fold. This growth has been largely made possible through the improvement in
methods of production and transportation, and the construction of sanitation
and irrigation works, railroads, highways, and other essentials to modern
standards of economic life.

Commerce.-Three hundred years of control by one of the most prominent
commercial nations, together with great natural resources, have resulted in
extensive development in the trade of the Islands. For the Seven years 1914
to 1920, the Dutch East Indies had a larger favorable balance of trade than
any country in the world, excepting the United States. The relation between
exports and Imports in recent years is shown by the following approximate
gu Foreign trade of Dutch East Indies1

[In dollars

Favorable
Calendar year Exports Imports trde

balance

1914.................................................... 272,.000 188O,00,00 107,000,000
1918 ............................................................ A05,00,000 1 6,00%000 1Z 000.000
116 ............................................................ 349,0oo,000 16, 00,0 ,000 .O
1917 ........................................................... 317,000.000 196;0 .000 121,000,000

10 ,0,00 2,5.00 ,000
1919 ........................................................... 2n 0, OO 0 's' ODD, 0001919 ............................................................ 81t 00D, 000O a90,0 000 0 3 OD,000,(

............ r.............................. ................. W 496,00000 4126000,000

A Exclusive of gold and silver.
No later official figures have been published showing the total trade of the Dutch Eat Indies.

4
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For the seven years 1914-1920 the favorable trade balance was $1,593,000,000
s compared with a favorable balance of $427,000,000 for tile seven years

1907-1913.
In the past, the Netherlands acted as a clearing house for trade with the

United States, but more recently a substantial direct trade between the Dutch
East Indies and the United States has developed. With the world-wide reaction
and a considerable falling off in the sugar shipments which had been made to
the United States-because of the high prices prevailing in 1921-the trade
between the Dutch East Indies and the United States declined from the high
figures of 1919-20 but the figures for July, August, and September, 1922, Indi-
cate a trade about 50 per cent greater for the same period In 1921. Tile total
trade between the United States and the Dutch East Indies for the fiscal year
ended June 30, 1922, was approximately four times the trade for 1918.

Reeources.-The Dutch East Indies have for centuries produced commodities
of great importance in world commerce. In recent years, private enterprise
under government direction has been responsible for the foundation and profit-
able development of industries not entirely of native origin. Quinine and rub.
ber, of which South America was originally the chief producer, were introduced
by the Dutch and through assidious cultivation have now become two of the
important products of the colony.

The islands contain extensive mineral deposits, including tin (of which they
are the third largest producer of the world), iron, coal and some gold. They
are also a very Important factor in the world's petroleum supply, being the
fourth producer of this essential commodity.

Fertility of the soil and climatic conditions favor production of a large
variety of agricultural commodities of great importance to commerce. The
Dutch East Indies are the largest producer of quinine, copra, and spices. They
are the third producer of rubber, coffee and cane sugar, while their exports
of the latter commodity are second only to those of Cuba. They are also im-
portant producers of tobacco, tea, rice, rattan and hemp.

The Government is actively engaged in the development of its mineral and
agricultural industries, and tlis, together with the assistance given to Indi-
vidual enterprise, has materially added to the diversity of production.

Taces.-The tax system of the Dutch East Indies Government is a diversified
one, including direct land and personal property taxes, direct income and war
profits taxes, as well as taxes levkJ upon trade and industry. The Indirect
taxes Include Import and export duties, excise tax, transfer of property tax,
Inheritance, stamp and miscellaneous taxes. In addition substantial revenue
is derived from public utilities, industrial investments and public works.

Government-omed property and inconw.-The Dutch East Indies Government
operates 2,550 miles of tramways and railroads and also telephone and tele-
graph systems, tin and coal mines, harbor works, irrigation works, rubber
plantations, salt and other monopolies, as well as other business enterprises.
These various government enterprises are not only self-supporting but they
are distinctly profitable.

For the five years 1917-1921, the actual net income from government-owned
properties and monopolies averaged over $41,000,000. The estimated net In-
come for 1922 from thd same sources is in excess of $51,874,000. The total
amount required for interest and amortization on the entire debt (including the
present issue) for 1923 amounts to $34,875,000. These figures indicate net
income for 1922 from government-owned properties and monopolies equal to
more than one and one-half times the debt service for 1923.

Total revenues of the Dutch East Indies Government including net income
from government-owned properties and monopolies in 1921 was $154,125,192,
and is estimated in the budget for 1922 at $163,655,004 and for 1923 at
$152,775,270.

Revnues and Expenditure8.-For the period from 1867-when the present
policy of commercial development was actively naugurated-to 1921, the total
net revenues of the government, exclusive of the proceeds of loans, amounted
to $4,383,211,000 while for the same period the total expenditures including
capital account and public works amounted to $4,837,860,000. These capital
account expenditures as of December 31, 1922 are estimated at more than the
entire funded and floating debt of the Dutch East Indies.

For 116 years from the establishment of the colonial government In 1798 to
the outbreak of the War in 1914, the aggregate ordinary revenues exceeded the
expenditures both ordinary and extraordinary. From 1906 to 1916 the ordinary

92028-32-Fr 2-48
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budget, exclusive of expenditures on capital account showed a surplus aggregat.
ing for that period over $43,777,000.

Up to the outbreak of the European War, any annual budget deficits were
mainly due to outlays for capital account such as railroads, telephone lines,
government industries, etc. During more recent years the cost of public works
mounted materially, and the increased cost of government operation which has
been a phenomenon of world-wide character has resulted in expenditures ex-
ceeding revenues and also resulted in increasing the total Government debt.
The deficit in the proposed budget for 1923 is $74,533,614, of which $36,370,950
is for capital investment and public works.

The Government is now concentrating its attention upon the reduction of
expenditures and has discontinued the general food relief instituted in 1918 and
other similar measures entailing expense, which it deems are no longer war-
ranted because of the recovery from the economic crisis of 1920. The high point
of expenditures wavs reached in the budget for 1921 and it is significant that
the 1923 budget Indicates expenditures, both ordinary and extraordinary, which
are less than in any of the preceding three years. Moreover, the Netherlands
Parliament has been informed that its, a result of the policy of retrenchment
eedselee eeonwgq rheee etaoi hrdlu tolia
now instituted, the ordinary budget will balance by the end of 1925.

Debt and Capital Investinent.-The proceeds of this loan will be used to re-
duce the unfunded debt. The total debt, funded and unfunded on January 12,
1923 was about $450,09,000 or less than $10 per capita. Out of the surpluses
of ordinary revenue and out of the proceeds of loans, a sum estimated at $486,-
087,000 had been expended up to December 31, 1922 for capital assets. Of this
total about $248,000,0(0 represents Investments In railways and tramways.

Until 1922, the Dutch East Indies had no foreign deb; all necessary funds up.
to that year had been provided by the Netherlands and the colony Itself. In
1922 $100,000,000 was borrowed in the United States and in January, 1923
£5,000,000 sterling was issued in London, of which £1,000,000 was placed in the
Netherlands. More than two-thirds of the debt is payable in Dutch currency.

Monetary Systcrn.-The Dutch East Indies coitage act provides that all legal
tender coins, whether gold or silver, shall le the same as those of the Nether-
lands. The unit of currency of the Dutch East Indies is the gold guilder, or
florin, equivalent at par to 40.2 cents in American currency.

Due to the scarcity of silver coins during the war, the Government of the
Dutch East Indies issued notes of small denominations, without any specified
reserve, a portion of which it now proposes to replace by silver coins.

The Bank of Java, which was chartered in 1827, has the sole right of issue
of fiduciary bank notes and is required to keep fixed reserves consisting of
gold and silver against Its total demand liabilities. On November 11, 1922 the
Bank of Java had a metallic reserve of 54 per cent of demand liabilities repre-
senting an increase of 11 per cent since March 31, 1914.

The Dutch guilder is quoted in New York at practically par of exchange
(40.2 cents). Dutch East Indies exchange is ordinarily quoted in Holland at
a small discount, which on February 13, 1923, amounted to only 2 per cent.

$25,000,000 DuTcH EAST INDIEs 80-YE-A EXTEuNAL Sirkx.o Fu~n 5./ PMR CNT
GOLD BONDS (NEDERLANDScH-INDIScHE LEENINO 1923 C)

To be dated November 1, 1923. Not redeemable prior to November 1, 1933.
To mature November 1, 1953. Interest payable May 1, and November 1. Prin-
cipal and interest payable in United States gold coin of the present standard
of weight and fineness or its equivalent at the main office of Guaranty Trust Co.
of New York, without deduction for any taxes, present or future, of the Nether-
lands or of the Dutch East Indies. Coupon bonds in denominations of $500
and $1,000, registerable as to principal only. Redeemable at the option of the
Government on November 1, 1933 and on any interest date thereafter, as a whole
or In part, at par and accrued interest.

Sinking fund to retire entire issue of bonds by maturity through annual pay-
ments sufficient to redeem each year commencing 1931, one-twentieth of the
total amount of bonds outstanding at the end of 10 years. These funds to be
applied to retirement of bonds through purchase at not exceeding par and
accrued interest or through call by lot at par and accrued interest.. Guaranty
Trust Co. of New York, fiscal agent of the loan.

Part of an amount authorized by the Law of the Kingdom of Netherlands
dated June 2, 1923, approved by the crown, of which, in addition to the present
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issue, 65,000,000 guilders have been issued in the Netherlands and in the Dutch
East Indies and £6,000,000 have been Issued in London, in June, 1923.

The following Is summarized from Information supplied by the Dutch ministry
of colonies. All conversions of guilders to dollars have been computed at par
of exchange. (Guilder=$0.402.)

These bonds are to be direct external obligations of the Government of the
Dutch East Indies.

Resources and conrerc.-The Dutch East Indies, with an area of more
thn 735,000 square miles--about one-fourth the area of continental United
States-have an estimated population of over 50,000,000. They art one of the
richest of all colonial possessions.

The Dutch East Indies stand first in the production of quinine, copra eand
spices; third in the production of tin, rubber, coffee and cane sugar, and second
in the exportation of the latter commodity. They rank fourth in the production
of petroleum and tire also important producers of tobacco, tea, rice, rattan,
hemp and coal.

For the eight years 1914-1921, the Dutch East Indies had a larger favorable
balance of trade than any country in the world excepting the United States.
For this period this favorable trade balance was $1,587,000,000 as compared
with $71,000,000 for the eight years, 1900-1913.

Revenue and c.cpenditur.-For 116 years from the establishment of the
colonial government In 1798 to the outbreak of the war in 1914, the aggregate
ordinary revenue exceeded the expenditures, both ordinary and extraordinary.
From 1906 to 1916 the ordinary budget, exclusive of expenditures on capital
account, showed a surplus aggregating for that period over $44,130,000.

In more recent budgets, owing to an extension in government activities and
to the large increase In salaries and wages, there have been deficits in the
ordinary budget but the Netherlands Parliament has been informed that as a
result of a policy of retrenchment now instituted, the ordinary budget will
balance by the end of 1925. In this connection it is significant that in the pro-
posed budget for 1924, expenditures, both ordinary and extraordinary, are
less than in any of the preceeding four years, and that the proposed ordinary
budget for 1924 indicates a deficit of only $9,409,000 as against a deficit of
$33,000,000 for 1923.

National debt.-The proceeds of this Issue are to be used to reduce the
unfunded debt. The total debt, funded and unfunded including the present
Issue, on October 20, 1923 was about $509,000,000 or slightly over $10 per
capita. Including the present issue, about three-fifths of the debt is payable
in Dutch currency.

Out of the surpluses of ordinary revenue and out of the proceeds of loans a
sum of $475,600,000 had been expended up to December 31, 1922 on capital
assets, including railways, tramways, telephone and telegraph systems, tin
mines, coal mines, harbor and Irrigation works.

For the five years 1918-19,22, the net income from government owned prop-
erties and monopolies averaged nearly $39,000,000. The estimated net income
for 1923 from the same sources Is $52,380,000 and for 1924 is $50,837,000.

The total amount required for interest and amortization on the entire debt
(including the present issue) for 1924 amounts to $34,630,000. These figures
indicate net income for 1923 from government properties and monopolies equal
to about one and one-half times the debt service for 1924.

Currency.-The Dutch East Indies legal tender money is identical with the
Dutch guilder. The Bank of Java, the sole bank note issuing power, had on
September 8, 1923, a metallic reserve of 53 per cent against bank notes and
'Other demand liabilities. The Dutch guilder is quoted in New York on Novem-
ber 7, at $0.386 (par $0.402). Dutch East Indies exchange Is ordinarily quoted
In Holland at a small discount, which on October 23, 1923, amounted to 31/
per cent.

Price 90 and Interest; to yield over 6.90 per cent to earliest redemption date,
November 1, 1933; to yield over 6.24 per cent to maturity.

Application will be made to list these bonds on the New York Stock Ex.
change. The £5,000,000 6 per cent bonds due 1963 redeemable at par after
the tenth year issued in London In 1923 are now quoted about 103%. The
£6,000,000 5 per cent bonds due 1962 redeemable at par after the tenth year
issued in London In 1923 are now quoted at about 91%.

These bonds are offered, when, as and if issued and received by us and sub-
ject to approval of counsel. It is expected that trust receipts of Guaranty
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Trust Co. of New York will be ready for delivery on or about November 20,
1923.

Guaranty Co. of New York; Harris, Forbes & Co.; Lee, Higginson
& Co.; Bankers Trust Co., New York; The Union Trust Co.
of Pittsburgh; Continental & Commercial Trust & Savings Bank.
Chicago; Illinois Merchants Trust Co., Chicago; The Union
Trust Co.. Cleveland; Kidder, Peabody & Co.

DUTCH EAST INDIES

(Data compiled from information supplied by the Dutch Ministry of Colonies
unless otherwise indicated. All conversions of guilders to dollars have been
computed at par of exchange, $0.402.)

The Dutch East Indies are not only the most important colonial possession of
the Netherlands but they are one of the richest colonies in the world.

The executive and much of the legislative power of the colony is vested in
a governor-general and council appointed by the Crown. Subject to tle control
and approval of the Government of the Netherlands, the colony originates its
budget and other fiscal matters and since 1912 has been permitted to borrow
in its own name.

The Dutch East Indies extend roughly from the Malay Peninsula to Aus-
tralia, covering a distance of over 3,000 miles. The more important islands in-
clude Java, .Sumatra, Celebes, Dutch Borneo, and Dutch New Guinea. The
total area of this group Is more than 735,000 square miles-about one-quarter of
the area of the continental United States--and the population is over 50,000,000.

Java and Madura, together about the size of New York State, have a popula-
tion of more than 35,000,000, and are among the most densely populated areas
in the world. From 1818 to 1920 the population of Java, where the most ex-
tensive commercial and economic development has taken place, inceased ten.
fold. During this period there has been a remarkable improvement in methods
of agricultural production, transportation, constuction of sanitation and irri-
gation works, railroads, highways, and other essentials to modern standards
of economic life.

COMMERCE

Three hundred years of control by one of the most prominent commercial
nations, together with great natural resources, have resulted in extensive de-
velopment in the trade of the islands. For the eight years 1914 to 1921, the
Dutch East Indies had a larger favorable balance of trade than any country in
the world, excepting the United States. The relation between exports and
imports In recent years is shown by the following approximate figures.

Foreign trade of Dutch East Indies

[in dosi

Calendar Favorable Calendar FavorableExports Imports trade Exports Imports tradeyear balance yet blacbalance

1914 ,,272,000000 16t0"0000 107,000,000 1918- 2M 000.000 225,00.,000 48,00000 0
1915 ....... 3,00,000 15 0,00o 15000,0 O 1919 871,000000 29000, 000 57, 000, OW1916 ....... 8,000,000 1000,0 18000,000 19 90.0 00, 000 498,000,000 41200.Oft0
19178.....17, 000 196,000,000 121,000,000.1 480,000,000 48000, 000 1000f000

3 Exclusive of gold and silver.
I Excess of imports.
Those fIures taken from "Statistiek van den Handel en do In-on Uitvoerrechten in Nederlandsch

Indle," o later official figures have been published showing the total trade of the Dutch East Indies.

For the eight years 1914-1921 the favorable trade balance was $1,587,000,000.
as compared with a favorable balance of $471,000,000 for the eight years
1900-1913.

In the past, the Netherlands acted as a clearing house for trade with the
United States, but more recently a substantial direct trade between the Dutch
East Indies and tile United States has developed. With the world-wide reac-
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tion and a considerable falling off in the sugar shipments which had been made
to the United States--because of the high prices prevailing in 1920-the trade
between the Dutch East Indies and the United States declined from the high
figures of 1919-20 but the figures for the first seven months of 1923 indicate
a trade about 70 per cent greater than for the same period in 1922. The total
trade between the United States and the Dutch East Indies for the fiscal year
ended June 30, 1922, was approximately four times the trade for 1913.1

RBURCES

The Dutch East Indies have for centuries produced commodities of great
Importance in world commerce. In recent years, private enterprise under gov.
ernment direction has been responsible for the foundation and profitable de-
velopment of industries not entirely of native origin. Quinine and rubber, of
which South America was originally the chief producer, were introduced by the
Dutch and through assiduou, cultivation have now become two of the Important
products of the colony.

The islands contain extensive mineral deposits, including tin (of which they
are the third largest producer of the world), iron, coal and some gold. They
are also a very important factor in the world's petroleum supply, being the
fourth producer of this essential commodity.

Fertility of the soil and climatic conditions favor production of a large va-
riety of agricultural commodities of great Importance to commerce. The
Dutch East Indies are the largest producer of quinine, copra, and spices. They
are the third producer of rubber, coffee and cane sugar, while their exports of
the latter commodity are second only to those of Cuba. They are also impor-
tant producers of tobacco, tea, rice, rattan and hemp.

The government is actively engaged in the development of its mineral and
agricultural Industries, and this, together with the assistance given to Indi-
vidual enterprise, has materially added to the diversity of production.

TAXES

The tax system of the Dutch East Indies Government Is a diversified one,
Including direct land and personal property taxes, direct income and war
profits taxes, as well as taxes levied upon trade and Industry. The indirect
taxes include import and export duties, excise tax, transfer of property tax,
inheritance, stamp and miscellaneous taxes. In addition substantial rev,,nue
is derived from public utilities, industrial investments and public works

GOVERNMENT-OWNED PROPERTY AND INCOME

The Dutch East Indies Government operates 2,550 miles of tramways and
railroads and also telephone and telegraph systems, tin and coal mines, harbor
works, irrigation works, rubber plantations, salt and other monopolies, ns well
as other business enterprises. These various government enterprises are not
only self-supporting but they are distinctly profitable.

For the five years 1918-1922, the actual net income from government-owned
properties and monopolies averaged nearly $39,000,000. The estimated net In-
come for 1923 from the same sources is $52,886,000 and for 1924 is $50,837,000.
The total amount required for interest and amortization on the entire debt
(including the present Issue) for 1924 amounts to $34,630,000. The figures
indicate net income for 1923 from government-owned properties and monopolies
equal to about one and one-half times the debt service for 1924.

Total net ordinary revenue of the Dutch East Indies Government including net
income from government-owned properties and monopolies in 1922 was $19,-
779,804 and Is estimated in the budget for 1923 at $147,517,116 and for 1924 at
$158,090,520.

REVENUES AND EXPEND T RS

For the period from 187-when the present policy of commercial develop-
ment was actively Inaugurated-to 1922, the total gross revenues of the gov-
ernment, exclusive of the proceeds of loans, amounted to $4,710,002,000 while
for the same period the total gross expenditures Including capital account and
public works amounted to $5,199,892,000. The capital account expenditures

Filgures taken from Montbly Summary of Foreign Commerce of the United States,
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as of December 31, 1923. are estimated at more than the entire funded and
floating debt of the Dutch East Indies.

For 116 years from the establishment of the colonial government m 178 re
the outbreak of the War in 1914, the aggregate ordinary revenues exceeded the
expenditures both ordinary and extraordinary. From 1906 to 1916 the ordi.
nary budget, exclusive of expenditures on capital account showed a surplus
aggregating for that period over $44.130,000.

Up to the outbreak of the European War, tny annual budget deficits were
mainly due to outlays for 'apitai account such as railroads, telephone lies,
government industries, etc. During more recent years the cost of public works
mounted materially, and the increased cost of government operation wheh has
been a phenomenon of world-wide character has resulted in expenditures ex-
ceeding revenues and also resulted in increasing the total government debt.
The deficit in the proposed budget for 1924 is $32,689,000 of which nibout $23,.
280,000 is for capital it,vestments and public works, as compared with a deficit
in 1923 of about $69,000.000, of which $36,000,000 was for public works.

The government is iiow concentrating its attention upon the reduction 'if
expenditures and has discontinued the general food relief instituted in 1918 and
other similar measures entailing expense, which it deems are no longer war-
ranted because of the recovery from the economic crisis of 1920. The high point
of expenditures was reached in the budget for 1921 and it is significant that the
1924 budget Indicates expenditures, both ordinary and extraordinary, which are
less than in any of the preceding four years, and that the proposed ordinary
budget for that year indicates a deficit of only $9,409,000, as against $33,000,000
for 1923. Moreover, the Netherlands Parliament has been informed that as a
result of the policy of retrenchment now instituted, the ordinary budget will
balance by the end of 1925.

DEBT AND CAPITAL INVESTMENT

The proceeds of this loan are to be used to reduce the unfunded debt. The
total debt, funded and unfunded including the present issue on October 20,
1923, was about $509,000,000 or slightly over $10 per capita. Out of the sur-
pluses o . ordinary revenue and out of the proceeds of loans, a sum of $475,-
600,000 bad been expended up to December 31, 1922 for capital as.sets. f this
total about $238,000,000 represents investments in railways and tramways.

Until 1922, the Dutch East Indies had no foreign debt; all necessary funds
up to that year had been provided by the Netherlands and the colony itself.
In 1922 and 1923 $125,000,000 were borrowed in the United States, and in the
latter year V1,000,000 were issued in London, of which £1,000,000 were floated
in the Netherlands. Including the present issue, about three-fifths of the debt
is payable in Dutch currency.

MONETARY SYSTEM

The Dutch East Indies coinage act provides that all legal tender cois,
whether gold or silver, shall be the same as those of the Netherlands. The unit
of currency of the Dutch East Indies is the gold guilder, or tlorin, equivalent at
par to 40,2 cents in American currency.

Due to the scareity of silver coins during the war, the Government of th e
Dutch East Indies issued notes of small denominations, without any specified
reserve, a portion of which it now proposes to replace by siver coins.

The Batik of Java, which was chartered in 1827, has the sole right of issue
of fiduciary bank notes and is required to keep fixed reserves consisting of gold
and silver against its total demand liabilities. On September 8, 1923, the Bank
of .Java had a metallic reserve of 53 per cent of demand liabilities representing
an Increase of 10 per cent since March 31, 1914.

Tie Dutch guilier is quoted it New York on November 7. at $0.386 (par
$0.402). Dutch East Indies exchange is ordinarily quoted in lhland at a tlitll
discount, which on October 23. 1.9V23, amounted to 3% per cent.

$5,000,000 STATE OF BREMEN (FREE HANSEATIC C ITY OF JIREME'N). 1-YEAR
EXERNAL GOr7 DISCOUNT THASURY NOTES

Dated December 1, 1924. Due December 1, 1925.
Principal payable in United States gold of the present standard of weight

and fineness at the Guaranty Trust Co. of New York without deduction for

I I
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taxes, present or future, imposed by or within the State of Bremen or tile
German Reich. Denominations $50,000, $25,000, and $10,000.

Of these $5,000,000 notes, $1,000,000 have been purchased and privately placed
in Berlin by the Berliner flandels Gesellshaft and in Bremen by the J. F.
Schroeder Bank. Guaranty Trust Co. of New York, paying agent.

The following statement is made by the Hon. Dr. Martin Donandt, burger-
melster of the State of Bremen:

Relative to the Issuance of these notes, and ini respect to tile decree of Novem-
ber 2, 1924, of the German Reich, under which (erman States and cities are
to receive permission of the Retch Finance Minister for the issuance of external
loans, the State of Bremen has received the following letter front tile Minister
of Finance of the German Reich:

"Tie issuance of $5,000,000 treasury notes of the State of lrenen running
from December 1, 1924, layable on December 1, 1925, does not fall under the
decree of November 2, 1924, the agreement concerning the loan having been
concluded already before that date. The State of Bremen Is not prevented by
any German laws to Issue validly these $5,0M0.000; consequently the Reich
Minister of Finance liss no obJectitt to the colra('ting of this loan.

Berlin, November 20, 1924.
1, Fai.claEa (Staatssekretaer)

-for the Imperib.' Minister of Pitnance)."

These notes are direct obligations of the State of Brenen, which agrees that
until it shall have paid to the paying agent the fumls required for tile pay-
went at maturity of these notes, It will not pledge any (If its assets or revenues
as security for tiny lonn.

The entire assets and revenues (if the German Reich and Its constituent
states were made subject to a first (-)large for reparation payments under
article 248 of the Versailles treaty. The enforcement of this charge is sus-
pended during the op-raition of the Dawes plan. The Dawes plan provides
that payments shall be made by CJertuany to tile Relchsbank for account
of the agent general for reparations and to secure these payments certain
revenues are specifically pledge(]. The revenues of the State (If Bremen fire
not included Il tile pledges made by Germany under the Dawes pltn.

The transfer committee under the Dawes plan is elitarge(] with tle execution
of the transfer of tie moneys deposited it (ernmany for tile account of tile
agent general, but has no Jurisdiction to interfere with tile ipurciase of foreign
exchange by the State of Bremen.

Tie State of Bremen has full legal powers to borrow and to agree no, to
pledge any of its revenues or assets as security for any loan until ti fall
amount has been pil(] to the paying agent for the retirement (of these totes.

The State of Bremen, one of the independent States of Germany, is goverrnt
by a senate which Is the executive body and the lurgerselhaft (liouse of
burgesses) which is invested w.Itj tile Iower o)f legislation and which consists
of 120 members elected by direct vote (If the citizens of the State. Legislative
and executive powers are divided between te( Gertman (shernment and the
Individual States. Ini all inatters which are not reserved for the vei!ral
authority each single State hits conttrl over its own affairs. Il'rettit Ias

had such local autonomy since 19"A.
The State of Btremnen copillises tiln a rea ( if .0tltuare ntiles. ticltidit)g the three

harbors of Bremen, lr(enmerhaven, and Vegesack. Tite population oil April 1,
1924, was 330.561. The port of irelmtenl is tIme ise'tnd largest of Germany.
It is the largest 1.11ton imorting port ott the conistt tit (I1 Emioi'e. It is the
main pm't of entry for the North 4h*rnttamn lI-yd and tw [itited States Steam-
ship Lines.

The total Ilnlort trade in 1923 was 3.91;6,184 taetrie tons, ts compared with
3,086,108 metric tios itt 1913. The exports in 1923 were 548.584 nEtric tons
as compared with 1,0Q(;2,892 metric tons ill 1113. The figures for tile firt 10
months of 1924 show hImlorts of 1.4441.1HP4 tons. exclusive (of British ('ol, and
exports of 671,400 tons. 'i'lse total hijiping tonnage registered at tile Irt of
Bremen for 1923 was 55 per cent greater than it 1913.
The debt of Bremen on June 30. 19'24, consisted of 1.014.050 United States

dollars. 750,000 gold marks atnd 1, 455,754,005) palier tarks. O f the paper
mark debt, 303,000,000 ziarks were Issued before the war. There is no legal
difference between paper ititlrks and prewar narks. None (if tile debt of
Bremen benrs it pledge of anty (If the nsset-; or revenues of the State.
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The budget of the State of Bremen for the fiscal year 1924-192.5 provided for
receipts of 48,600,000 gold marks and expenditures of 47,211,000. The actual
operation of the budget for the first six months of 1924 shows a substantial
surplus.

The proceeds of this loan are to be used for port Improvements. from which
the State will derive additional revenues. Under a law of the State of Bremen,
the port dues must be paid in dollars or li pounds sterling. The net revenues
from port works of the State are estimated to produce an equivalent of 5,756,000
gold marks in 1924.

These notes are offered when, as and if Issued and received by us and subject
to approval of counsel. It Is expected that definitive notes will be ready for
delivery on or about December (A), 1924.

$10,000,000 STATE OF BIREK N (GE RNANY) 10-YEAn 7 PER CENT EXmN.'L LOAN
GOLD BONDS

One million five hundred thousand dollars of the present offering have bsen
withdrawn for simultaneous Issue in Iolland by Messrs. R. Mees & Zonen,
Rotterdam, Nederhindsche Ilandel.Maatsehappij, Mendelssohn & Co.. and Pier-
son & Co., Amsterdam, and $1,000,000 bonls have been withdraw for Switzer-
land by Credit Suisse and associates.

To be dated September 1, 1925. To mature September 1, 1935.
Authorized, $15,000,000. Present offering, $10,000,000. Interest payable

March 1 and September 1. Principal and interest payable in New York at the
office of Guaranty Trust Co. of New York, in gold coin of the United States
of America of present standard of weight and fineness, without deduction for
any taxes, present or future, imposed by the State of Bremen or by the German
Reich or by any taxing authority thereof or therein. Coupon bonds in denom-
Inations of $1,000 and $500.

Such principal and interest shall also be collectible at the option of the
holders in Rotterdam and Amsterdam, Holland, at the offices of the above-
mentioned banking houses, In guilders at the then current rate for buying
dollar bonds and coupons fixed by them. Not redeemable before maturity.

Market purchase fund of 5 per cent per annum of the amount of bonds pres-
ently Issued, payable semiannually commencing March 1, 1926, to be applied
to purchase of bonds at not exceeding 100 per cent and accrued Interest, unused
funds to revert to the State. Guaranty Trust Co. of New York, paying agent.

The following statement is made by the Hon. Burgermelster Dr. Martin
Donandt, president of the Senate of the State of Bremen:

These bonds are to be direct obligations of the State of Bremen. which cove-
nants that so long as any of the bonds of this loan are outstanding, none of its
assets or revenues will be pledged as security for any loan or obligation, public
or private, without securing the bonds of this loan equally and ratably there-
with. None of the assets or revenues of the State of Bremen are now pledged
as security for any loan.

PURPOSE OF ISSUE

The proceeds of this issue will be used for necessary income-priducing port
Improvements and other public works and for payment of the $5,000,000 extenMl
1-year discount treasury notes, due December 1, 1925.

STATE OF BREM&N

The State of Bremen (free Hanseatic city of Bremen), as a free Hanseatie
city, has had local autonomy since 1303 and existed prior to the eighth century.
It is also one of the independent States of Germany with control over Its own
affairs, subject to such matters as are reserved for control by the German Re'.

The State of Bremen, with a population of about 330,000, comprises an area
of 99 square miles, including the harbors of Bremen, Bremerhaven, and Vege-
sack. Its port is the second largest of Germany and is the largest cottonim-
porting port on the continent of Europe. It is the. main German port of entry
for the North German Lloyd and the United States Steamship Lines.

The total import trade in 1924 was 2,754,698 metric tons as compared with
3,086,108 metr!c tons in 1913. The exports in 1924 were 1,469,430 metric tons,
compared with 1,062,892 metric tons In 1913.
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DLT AD PIROI1T

The total debt of Bremen, Internal and external. includiag this loan, Is
spyjroxlmately $15,000,00. Under the law of July 16. 192t, the liability of
the State of Bremen on its previously contracted funded mark debt is esti-
mated not to exceed $2,501,000, which is included In the above total.

After giving effect to the expenditure of part of the proceeds of this loan
for public works, the State of Bremen vill own properties. including port
works, gas ani electric plants, and water works, value] at $70,000,000, which
is over four times the total present debt.

IIEVENVES AND ETNDMEfiES

The revenues of the State of Bremen are derived from local taxes, the.
income of port works and utilities operated by the State. and allotment of
certain taxes collected by the German Reit i. For the fiscal year 1924-25
ordinary revenues showed an actual surplus of S1h777,301 over ordinary ex-
penditures. For the current fiscal year 192. the prn.iected budget esti-
mates Indicate that ordinary expenditures will exited ordinary revenues by
about $942,000, but these estimates are ba.etl .e minimum receipts from the
German Reich, and It is believed that the actual r*ceipts will balance expendi-
tures. Actual ordinary revenues for the first fowur mouths of the current year
have exceeded ordinary expenditures by about S214,00.

For the fiscal year 1924-25 extraordinary expenditures for productive public
works, after giving effect to the surplus of the ordinary budget, exceeded
receipts by about $994,500. In the budget for the current year4, 1(25-26,
extraordinary expenditures are estimated at V. 4h55,000. Such expenditures
are to be applied to the improvement and ts kqrueion of revenue producing
public works and ae to be provided for by kam

Revenues from port works are by law payable in dollars or sterling, which
gives the State an income independent of any future depreciation of Internal
currency of Germany. These port revenues ake are estimated to yield in
the current fiscal year the equivalent of $1,0)DW.G. which more than equals
the maximum charges on the present $10,000.000 loan.

It Is expected that application will he made to list these bonds on the New
York Stock Exchange. Price 94% and .ater**L to yield over 7.75 per cent.

When, as, and if Issued and received by w, and 4-abject to approval of counsel.
All legal details In connection with this issue will be passed upon by Messrs.
Davis, Polk, Wardwell, Gardiner & Reed, of -New York. It is expected that
trust or interim receipts will be ready for delivery on or about October 0, 125.

State of Bremen 1-year external gold discount trea-qi-y notes due December
1, 1925, will be accepted in payment at a price equivalent to a 4 per cent inter-
eat yield basis computed from the date of payment for the above 7 per cent
bonds to December 1, 1925. (As of Or.ober 6. thi- figures $993.92 fiat for
each $1,000 note.)

TEN-YaLma 7 'ES CENT ExTiERAL Lo-AN Geo BONIs

$5,000,00 STATE or BSVIEY #GE33.sN)

Seven hundred and fifty thousand dollars of tve present offering have been
withdrawn for issue in Holland by Mesvew IL M"-s. & Z4onen, Rotterdam,
Nederlansche Handel-Maatschappfj, Meneteb--on & to_ and Pierson & Co., Am-
sterdam, and $500,000 bonds have been witbl4rawn for Switzerland by Credit
Suisse and associates.

To be dated September 1, 1925. To mature Seje1mber 1. 1935.
Authorized and presently to be outstanding $15.00%000. Interest payable

March 1, and September 1. Principal and interest payable in New York at
the office of Guaranty Trust Co. of New York. in god coln of the United
States of America of present standard of weight and fineness, without deduc-
tion for any taxes, present or future, Imposed by the State of Bremen or by
the German Reich or by any taxing authority theref or therein. Coupon
bonds In denominations of $1,000 and $00.

Such principal and interest shall also be collectible at the option of the
holders in Rotterdam and Amsterdam, Holland. at the offices of the above
mentioned banking houses, in guilders at the then current rate for buying
dollar bonds and coupons fixed by them.
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Not redeemable before maturity. Market purchase fund of five per cent
per annum of the amount of bonds presently issued, payable semi-annually com.
mencing March 1, 1926, to be applied to purchase of bonds at not exceeding
100 per cent and accrued interest, unused funds to revert to the State.

GUARANTY TRUST COMPANY OF NEW YORK, PAYING AGENT

The following statement is made by the honorable burgermeister Dr. Martin
Donandt, president of the senate of the State of Bremen:

These bonds are to be direct obligations of the State of Bremen which
covenants that so long its any of the bonds of this loan are outstanding, none
of its assets or revenues will be pledged as security for any loan or obligation,
public or private, without securing the bonds of this loan equally and ratably
therewith. None of the assets or revenues of the State of Bremen are now
pledged as security for any loan.

The entire assets and revenues of the German Reich and its constituent states
were made subject to t first charge for reparation payments under article 248
of the Versailles treaty. The enforcement of this charge is suspended during
the operation of the Dawes plan. The Dawes plan provides that payments
shall be made by Germany to the Relchbank for account of the agent general
for reparations and to secure these payments certain revenues are specifically
pledged. The revenues of the State of Bremen are not included In the pledges
made by Germany under the Dawes plan.

The transfer committee under the Dawes plan is charged with the execution
of the transfer of the moneys deposited in Germany for the account of the
agent general, but has no jurisdiction to interfere with the purchase of for.
eign exchange by the State of Bremen.

PURPOSE OF ISSUE

The proceeds of this $5,000,000 issue will be used for necessary income-
producig port improvements and other public works.

TATA OF BRMEN

The State of Bremen (Free Hanseatie City of Bremen), as a free Han.
seatic City, has had local autonomy since 1303 and existed prior to the eighth
century. It is also one of the independent states of Germany with control
over its own affairs, subject to such matters as are reserved for control by the
German Reich.

The State of Bremen, with a population of about 330,000, comprises an area
of 99 square miles, including the harbors of Bremen, Bremerhaven, and Vege-
sack. Its port is the second largest of Germany and is the largest cotton
importing port on the continent of Europe. It Is the main German port of
entry for the North German Lloyd and the United States Steamship lines.

The total import trade in 1924 was 2,754,598 metric tons its compared with
3,080,108 metric tons in 1913. The exports in 1924 were 1.409,436 metric tons,
compared with 1,002,892 metric tons In 1913.

DInT .\NIP 1#(I, EIRTY

The total debt of lrenen. internal andi externml, Including this loan. Is
approximately $20,M).000. Under the law of July 16, 1925, the liability of
the State of Bremen on its previously vontracted funded mark debt is estimated
not to exceed $2,501,000, which is included in the above total.

After giving effect to the expendituire of the prweeds of this loan for public
works, the State of Bremen will own properties Including port works, gas and
electric plants, and water works, valued tat ahout $75,000.11KH), which is over
three anti one.half times the t-tal present debt.

REVENUES AND EXIENDITURES

The revenues of the State of Bremen are derived from local taxes, the income
of port works and utilities operated by the State, and allotment of certain taxes
collected by the German Reich. For the fiscal year 1924-25 ordinary revenues
showed an actual surplus of $1,377,304 over ordinary expenditures. For the
current fiscal year, 1925-26, the projected budget estimates indicate that ordi-
nary expenditures will exceed ordinary revenues by about $942,000, but these
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,stimates are lased on minimum receipts from the German Reich, and it is
believed that the actual receipts will )alance expenditures. Actual ordinary
revenues for the first four months of the current year have exceeded ordinary
expenditures by about $214,000.

For the fiscal year 1924-25, extraordinary expenditures for productive public
works, after giving effect to the surplus of the ordinary budget, exeeded reeelpts
by about $994,5Wi. In the budget for the current year, 1925-20, extraordinary
expenditures are estimated at $8,455,000. Such expenditures are to be applied
to the improvement islid construction of revenue producing public works and
have been provided for by this and previous loans.

Revenues from port works are by law payable in dollars or sterling, which
gives the State an income independent of any future depreciation of internal
currency of Germany. These port revenues alone are estimated to yield in
the current fiscal year the equivalent of $1,260,000, which more than equals the
interest charges on the entire $15,000,000 loan.

It is expected that application will be made to list the entire $15,000,000 of
these bonds on the New York Stock Exchange; $10,000,000 of this-issue were
offered and sold ill September, 1925.

Price 95% and interest, to yield 7% per cent.
When, as and if Issued and received by us and subject to approval of counsel.

All legal details in connection with this issue will be passed upon by Messrs.
Davis, Polk, Wardwell, Gardiner and Reed, of New York. It Is expected that
trust or interim receipts will be ready for delivery on or about November
27, 1925.

GUAzANTY Co. or NEW YORK.
DILLON RFAD & Co.

FIVE MILLION N DOLLAR "HANxs." STMSiilP LINE (DUTSCIIE DAMPFSCHIFF-
FAJIRTS-GESFLLSIIAFT "HANSA") IREMEN TEN-Y.AR 6 PER CENT GOLD BONDS
(WITH DeTACHABLE STOCK PURCHASE WARRANTS)

To be dated October 1, 1029. To mature Ottober 1, 1939.
Guaranty Trust Co. of New York, fiscal agent and American trustee J. F.

Schroeder Baik K. a. A. of Bremen, German trustee.
The accompanying letter from Mr. Herm. Helms and Mr. Ad. Stein, managers

of the company, is summarized as follows:

nUsINEss AND PROPEPTIVS

The "Hansa ' Steamship Line, incorporated in 1881, is one of the most
Important continental cargo carriers, operating its principal lines between
Bremen, Hamburg, Rotterdam, Antwerp, Portugal, Spain, Persian Gulf, Bom-
bay, Karachi, Colombo, Madras, Calcutta, Ramigoon, anl the Malabar Coast.

As of June 31), 19209, the aggregate tonnage of the company's 44 oceangoing
vessels was 278,363 gross registered tons. The hulk of tile fleet is modern,
about 70 per cent of it having been built within the last 9 years, and although
it is valued on the company's balance sheet as of Jutie 30, 1929, less deprecia-
tion. at $10,507,002 (not including ships under construction), its reproduction
caist new, less depreciation, is considered to be much higher as evidenced by the
fact that the fleet is insured for approximately $20,000.000.

The company owns in fee valuable real estate properties in Bremen. shown
in the balanv'e sheet at below actual value. The company's holdings Include
a block of North German Lloyd shares which iwere obtained from tit colplany
in exchange for " Hansa " shares.

PURPOSE OF ISSUE

The proceeds of this issue are to be used to repay presently maturing
indebtedness aniuiting to approximately $2,750,00, for new construction and
for other corporate purposes.

TIllS ISSUE

These bonds tre to be the direct obligations of the conlpimy, which covemlilts
in the trust agreen-',nt under which they are to Ie Issued that if, while imy of
the bonds are outstanding, the company or any company in whielh it owns
directly or indirectly stock having 51 per cent of the voting power, shall create
or issue or guarantee any indebtedness or obligations secured by lien on any
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of its property (except liens on property other than ships to secure current
indebtedness or obligations Incurred in the ordinary course of business) or
pledge any of its property as security for any guaranty of any indebtedness,
the present issue of bonds will be secured equally and ratably with such other
Indebtedness or obligations or such guaranty. The company may, however,
acquire property, including ships, subject to existing or purchase money liens
provided that the aggregate amount of such liens existing at any time shall
never exceed $250,000.

FINANCIAL

Upon completion of the present financing the colnpany's total fundd.l at]
unfunded debt including the present issue will amount to $t0,676T.054. The
obligations under the Dawes plan, which require an annual charge of approxi-
mately $50,000 are not Included In the above figure.

The balance sheet of the company does not take into account the tonnage
seized by the United States Government, for which claims are pending. The
amount of the possible indemnification for such property has been estimated
by the company at from $2,000,000 to $3,000,000.

CAPITALIZATION

The company has outstanding 32,000,000 relchsmarks fully paid common stock
which at current quotations has an indicated market value of over $11,800,000.
In addition the company will authorize 10,000,000 relchsmarks par value of
common stock for issuance upon the exercise, of stock purchase warrants.
to be Issued In connection with the present financing.

EARNINGS

The net earnings of the company for the past three calendar years and for
the first six months of 1929, as certified by Dr. H. Hasenkamp, independent.
auditor, have been as follows: .
Net earnings, after payments under Dawes plan, available for

interest, depreciation, and income taxes:
1926 --------------------------------------------- $992,134
1927 -------------------------------------------- 2,221,633
1928------------------------------------------------- 2,03G,38M
1929 (6 months) ----------------------------------- 1,008,993

In addition the company realized a profit of $487,284 from the sale of Its holdings of
Neptune Steamship Co. shares.

Net earnings as above for the 3 years ended December 31, 1928, averaged
$1,748,049, equivalent to 4.8 times annual interest requirements of $406,888 on
total indebtedness to be outstanding upon completion of this financing. For
the first 6 months of 1929 such net earnings were at the rate of 4.9 times
such interest requirements. The management expects that net earnings for
the full year 1929 will equal or exceed net earnings for 1928.

Practically all of the company's revenues are received in sterling and
therefore the company Is provided with ample foreign exchange for its external
commitments.

STOCK PURCHASE WARRANTS

Each bond when delivered will carry a detachable stock purchase warrant
entitling the holder to purchase 2,000 relchsmark par value of fully paid
capital stock of the company at prices equal to 180 per cent of the par value
if exercised on or before October 1, 1931, 200 per cent if exercised thereafter
and on or before October 1, 1933, 220 per cent if exercised thereafter and on
or before October 1, 1935, 280 per cent if exercised thereafter and on or before
October 1, 1937, and 240 per cent if exercised thereafter and on or before
October 1, 1939. The company's capital stock consists of shares of 100 reichs-
marks and 1,000 reichsmarks, par value. The present market price of the
stock is approximately 156 per cent of par value.

The range in market price of the company's stock on the Berlin Stock Ex-
change, dividends paid and earnings in per cent of par value, have been as
follows:
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Figures below in per cent of par value

High Low Earned I Dividend

26................................ A ........................... 260 102 10.21 8
1927 ............................................................ 248 187 12.30 10

............................................................ 233 171 10.65 10
1929 (to date) ................................................... 174 141 1 13.13 (3)

I Including certain nonrecurring items of $133,598 for 1927, $238,200 for 192, and $437,234 for 1929.
I To June 30, 1929, o. annual basis.
I Dividends are declared annually after close of fiscal year ending Dec. 31.

Application will be made to list these bonds on the New York Stock Ex.
change. Conversions from reichsmarks to dollars above have been made at
mint parity of exchange, 23.82 cents per reichsrnark.

Authorized and presently to be issued, $5,000,000. Coupon bonds in denomi-
nation of $1,000. Interest payable April 1 and October 1. Principal and
interest payable in New York City at the principal office of Guaranty Trust
Co. of New York, N. Y., in gold coin of the United States of America of or
equal to the standard of weight and fineness existing as of October 1, 1929,
without deduction for any German taxes, present or future.

Redeemable as a whole or in part at the option of the company at par and
accrued interest on any interest date on and after October 1, 1934 upon 60
days' notice if a total, and 30 days' notice, if a partial redemption. Price on
application.

When, as and if issued and received by us and subject to the completion of
the transaction as planned and to the approval of counsel. All legal details
are to be passed upon for the bankers by Messrs. Davis, Polk, Wardwell,
Gardiner & Reed, New York, except i,,i; to matters of German law which will be
accrued interest on any interest date on and after October 1, 1934, upon 60
days' notice if a total, and 30 Jays' notice, if a partial, redemption. Price on
October 30, 1929.

GUARANTY Co. or NEw YosK.

HANSA" STEAMSHIP LINE:
(Deutsche Dampfschifffahrts-Gesellschaft "Hansa")

Bremen, Germany, Ootober 15, 1929.
GUA ANTY Co. or Nzw Yomx,

New York City.
GENTLnzMN: In connection with the proposed issue of $5,000,000 ten-year

6 per cent gold bonds, due October 1, 1939, of "fHannia" Steamship Line
(Deutsche Dampfschlfffahrts-Gesellschaft "Hansa"), we take pleasure in
giving you the following information:

BUSINESS AND PEOPERTIEG

The "Hansa" Steamship Line, incorporated in 1881, is one of the most
Important continental cargo carriers, operating its principal lines between
Bremen, Hamburg, Rotterdam, Antwerp, Portugal, Spain, Persian Gulf, Bom-
bay, Karachi, Colombo, Madras, Calcutta, Rangoon, and the Malabar Coast.

As of June 30, 1929, the aggregate tonnage of the company's 44 ocean-going
vessels was 278,368 gross registered tons. The bulk of the fleet is modern,
about 70 per cent of it having been built within the last nine years, and although
it is valued on the company's balance sheet as of June 80, 1929, less deprecia-
tion, at $10,07,002 (not including ships under construction), its reproduction
cost new, less depreciation, Is considered to be much higher as evidenced by
the fact that the fleet is insured for approximately $20,000,000.

The company owns in fee valuable real estate properties In Bremen, shown
In the balance sheet at below actual value. The company's holdings include
a block of North German Lloyd shares which were obtained from that com-
pany in exchange for "Hansa" shares.

PUI'10611 ol' IS UE

The proceeds of this issue are to be used to.repay presently maturing indebt-
edness amounting to approximately $2,750,000, for new construction and for
other corporate purposes.

L



1060 SALE OF FOREIGN BONDS OR SEOURITIEB

OPTIONAL DWMPTION

On October 1, 1934, or on any semiannual Interest date thereafter, the com-
pany may, at its option, call for redemption all or any part of the bonds tiien
outstanding at par and accrued interest on not less than 60 days' notice by
publication If a total redemption and not less than 30 days' notice If a partial
redemption.

THIS ISSUE

These bonds are to be the direct obligation of the company, which covenants
in the trust agreement under which they are to be issued that if, while any of
the bonds are outstanding, the company or any company in which it owns
directly or indirectly stock having 51 per cent of the voting power, shall create
or issue or guarantee any indebtedness or obligations secured by lien or any of
Its property (except liens on property other than ships to secure current in-
debtedness or obligations Incurred in the ordinary course of business) or pledge
any of its property as security for any guaranty of any indebtedness, the present
issue of bonds will be secured equally and ratably with such other indebtedness
or obligations or such guaranty. The company may, however, acquire property,
including ships, subject to existing or purchase money liens provided that the
aggregate amount of such liens existing at any time shall never exceed $250,000.

FINANCIAL

Upon completion of the present financing the company's total funded and
unfunded debt including the present issue will amount to $6,676,054. Included
therein is a debt of $09,876 to the German Government at low rates of interest
secured by mortgages on two of the company's steamships.

The obligations under the Dawes Plan, which require an annual charge of
approximately $50,000, are not included in the above figure.

The balance sheet of the company does not take into account the tonnage
seized by the United States Government, consisting of 18,106 gross registered
tons for which claims are pending under the provisions of the settlement war
claims act of 1928. The amount of the possible indemnification for such prop-
erty has been estimated by the company at from $2,000,000 to $3,000,000. As
and when such payment Is received it Is the company's intention to pay off its
above-mentioned debt to the German Government.

CAPITALIZATION

The company has outstanding 32,000,000 reichsmarks fully paid common
stock which at current quotations has an indicated market value of over
$11,800,000. In addition the company will authorize 10,000,000 reichsmarks par
value of common stock for issuance upon the exercise of stock-purchase war-
rants to be issued in connection with the present financing.

EARNINGS

The net earnings of the company for the past three calendar years and for
the first six months of 1929, are certified by Dr. H. Hasenknmp, Independent
auditor, have been as follows:

Net earnings, after payments under Dawces plan, available for interest,
depreciation and income taxes:

1920 ---------------------------------------------- $992,134
1927 --------------------------------------------- 2, 221, 633
1928 ------------------------------------------------------- 2,030,382
1929 (6 months) - ----------------------------------- 1,008,993

Net earnings as above for the three years ended December 31, 1928, averaged
$1,748,049, equivalent to 4.3 times annual interest requirements of $406,388 on
total indebtedness to be outstanding upon completion of this financing. For
the first six months of 1929 such net earnings were at the rate of 4.9 times
s such interest requirements. The management expects that net earnings for the
full year 1929 will equal or exceed net earnings for 1928.

2 In addition the company realized a profit of $487,284 from the sale of Its holdings of
Neptune Steamship Co. shares.
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Practically all of the company's revenues are received in sterling and there-
fore the company is provided with ample foreign exchange for its external
commitments.

STOCK PURCHASE WARRANTS

Each bond when delivered will carry a detachable stock purchase warrant
entitling the holder to purchase 2,000 relchsmarks par value of fully paid capi-
tal stock of the company at prices equal to 180 per cent of the par value if
exercised on or before October 1, 1931, 200 per cent if exercised thereafter
and on or before October 1, 1933, 220 per cent if exercised thereafter and
on or before October 1, 1935, 230 per cent if exercised thereafter an'd on or
before October 1, 1937, and 240 per cent if exercised thereafter and on or
before October 1, 1939, payable in reichsmarks if exercised in Bremen or in
United States dollars at the current cable rate of exchange in New York if
exercised at the principal office of the warrant agent in New York. The com-
pany's capital stock consists of shares of 100 reichsmarks and 1,000 relchsmarks
par value. The present market price of the stock is approximately 156 per
cent of par value.

The warrant agreement under which the warrants are to be issued will
contain approximate provisions protecting the interests of the holders of the
warrants, in case of a stock dividend, and in case of the issuance of additional
common stock at less than the then existing warrant price.

The range in market price of the company's stock on the Berlin Stock
Exchange, dividends paid and earnings in per cent of par value, have been as
follows:

Figures below in per cent of par value

High Low Earned, Dividend

1 ............................................................ 10.21
1927-----------------------------------------.......... 248 187 12.30 10
12 ............................................................ 171 10.65 10
19 (todat) ................................................... 174 141 2 13. 13 (8)

IIncluding certain nonrecurring items of $133,598 for 1927, $238,200 for 192, and $437,234 for 1929.
ITo June 30, 192, on annual basis.
'Dividends are declared annually after close of fiscal year ending Dec. 31.

BALANCE SHEET

The balance sheet of the company as of June 30, 1929, after giving effect to
the present financing, as certified by Dr. H. Hasenkamp, independent auditor,
is as follows:

ASSETS LIABILITIES

Fleet (less depreciation)- $10, 507,002 Capital stock (common). $7,622,400
Ships under construction. 1,418,471 Legal reserve ----------- 1,391,088
Office building ----------- 214,380 Insurance reserve ------- 714,600
Furniture ---------------- 1,191 F u n d e d a n d unfunded
Rei ,ir shop -------------- 5,717 d e b t (including t h i s
Wharf and equipment at issue) --------------- 6,893, 012

Hamburg ------------- 669,342 Accounts payable -------- 1,453,409
Investments -------------- 937, 227 Profit and loss surplus___ 741, 264
Cash ------------------- 2,415,429
Inventory ---------------- 394, 074 18,815,773
Accounts receivable ------ 1, 742,676
Prepaid expenses --------- 600, 264

18, 815, 773
NoTE.-This balance sheet does not include Dawes plan debentures requiring

an annual charge of approximately $50,000.
Application will be made to list these bonds on the New York Stock Exchane.
Conversions in this letter from reiclismarks to dollars have been made at

mint parity of exchange, 23.82 cents per reichsmark.
Very truly yours,

" HANSA " STEAMSHIP LINE
(Deutsche Dampfsch.fffahrts-Gesellsehaft "Hansa").

HFZm. HELMs, Ma Aager.
AD. STLfN, Manager.
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83,000,000 HUNOARIAN LAND MORTGAGE INSTITUTE (MAGYAR FdLDniTEL INTEZET)
7% Pm CENT SINKING FUND LAND MORTGAGE GOLD BONDS SEmzS "A" DOLLM
BONDS

To be dated May 1, 1926. To mature May 1, 1961.
Sinking fund, operating by semiannual redemption of bonds at par beginning

In 1929, to retire entire issue by maturity.

GUARANTY TRUST 0O. OF NEW YORK, PAYING AGENT

The accompanying letter from Messrs. Dessewffy and Ko~s ZoltAn, respec-
tively, chairman and general manager of the institute, is summarized by them
as follows:

GENERAL

The Hungarian land mortgage institute of Budapest is the oldes: farm mort.
gage bank in Hungary and the leading lender of money on agricultural land
mortgages. All of its activities, including the granting of loans, are under the
direct supervision of the Hungarian Government. In 63 years of operation,
less than one-third of 1 per cent of its mortgage loans have had to be collected
by legal methods and in no such instance has it ever suffered any loss.

The institute is not a limited liability company, but is based on the unlimited
and irrevocable, joint and several liability of all its members, consisting of
holders of founders' shares and borrowers. The holders of founders' shares
belong to prominent land-owning families in Hungary and own landed prop.
erty alone having a value in excess of $100,000,000.

OPERATION

In making mortgage loans, the institute arrives at the value of the land on
the basis of a governmental survey made about 40 years ago, checked
when necessary by actual valuation. The valuations established in this
survey are approximately 30 per cent to 40 per cent of the actual market
values of to-day. Loans will not exceed on an average 50 per cent of valuations
shown by the survey, and in consequence are restricted to from 15 per cent to
20 per cent of present actual market values. Moreover, the institute under-
takes in addition to 'imit the amount of its loans to the estimated value of
one average year's crop.

sECUR17Y

These $3,000,000 bonds are to be issued in accordance with and subject to
Hungarian law. They will constitute a direct obligation of the Hungarian
land mortgage institute created on the basis of:

(1) An equal amount of first land mortgages, made and repayable in dollars.
(2) A special reserve fund amounting to 5 per cent of the bonds outstanding

to be invested in dollar securities approved by the trustee.
(3) The Joint and several unlimited liability of the holders of founders'

shares of the Institute.
(4) The joint and several unlimited liability of the mortgagors under first

laud mortgages while such mortgages are outstanding.
Under the law of Hungary all the land mortgage bonds of the institute at any

time outstanding will always be secured by first land mortgages for a corre-
sponding amount and no bond can be issued until mortgages to a corresponding
amount have been created and registered, and no creditor of the Institute ex-
cept holders of land mortgage bonds can have any claim against the mortgages
securing the bonds until the bonds have been paid in full, as, under the law of
Hungary, when the mortgage is created there must be made a special entry in
the land register to the effect that such mortgage has been issued in respect of
the mortgage bonds. According to Hungarian law, in the event of default in
this or any other issue of land mortgage bonds of the institute, all the land
mortgages and special reserve funds, held by the institute are to be pooled as
security for all the issues of land mortgage bonds of the Institute.

A Hungarian law passed in 1925 provides that bonds issued subsequently
to January 1, 1925, must be secured by mortgages created after that date, tud
that no bonds of the institute outstanding prior to January 1, 1925, will have
any claim upon such mortgages.

I
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The Institute agrees that the central corporation of banking companies in
Budapest shall be appointed trustee to see in behalf of the bondholders that all
the provisions of the law and of the bonds are duly observed and to approve
the Investments of the special reserve fund.

The debt of the institute outstanding on May 1, 1926, amounted to 1,011,-
328,45 kronen, equivalent to $14,153, and £1,000,000 7% per cent land mortgage
bonds offered in London in January, 1926.

SINKING FUND

The institute agrees that sinking fund payments will be made sufficient to
retire the whole issue by maturity.

Mortgagors are to make semiannual cumulative payments on a regular amor-
tization schedule calculated to repay their loans by the maturity of the bonds In
respect of which the mortgages were created. Such payments are to be applied
as a sinking fund to the redemption of bonds at par by semiannual drawings
beginning May 1, 1929.

Mortgugors have the right to repay their loans in advance of the regular
schedule. Such advance payments are to be applied to the purchase of bonds
at not exceeding par and accrued interest, or, if bonds are not so available, to
redemption of bonds at par by semiannual drawings.

II UNGAnY

Hungary, with an area of 35,900 square miles and a population of over
8,000,000, is primarily an agricultural country and has large exports of grain,
dour, sugar, livestock, poultry, and meat.

An international loan lor the reconstruction of Hungary was issued in the
United States, Great Britian, and other countries in 1924, yielding over
W0,04J0,000. Over half of the proceeds of the loan are still available. Notable
progress has been made in reconstruction, a substantial surplus of revenue over
expenditures having been shown for the fiscal year ended June 30, 1925, and a
surpl:s also being expected for the current fiscal year.

Application will be made to list these bids on the New York and Boston
stock exchanges.

Authorized and to be issued, $3,000,000. Interest payable May 1 and Novem-
ber 1. Principal and interest payable in gold coin of the United States of
America of or equal to the standard of weight and fineness existing on May 1,
1926, at the principal office of Guaranty Trust Co. of New York in New York
City or at the option of the holder in Budapest at the offices of the Hungariap
land mortgage institute (in dollar drafts on New York payable in buch gold

-coin), without any deduction for any Hungarian taxation or public charges
whatsoever, present or future,. Coupon blonds in denomination of $1,000.
Redeemable for the sinking fund, as above stated, and also redeemable at the
option of the institute as a whole on any interest date at par on four week's
notice. 95 and accrued interest to yield over 7.90 per cent.

When, as, and if issued ar . received by us and subject to approval of counsel.
All legal details pertaining to this issue will be passed upon for the bankers
by Messrs. Davis, Polk, Wardwell, Gardiner, and Reed of New York, and Dr.
Eugene Nyarl, of Budapest. It is expected that Interim receipts of guaranty
Trmt Co. of New York will be ready for delivery on or about June 15, 192/3.
All conversions from Hungarian kronen to dollars, unless otherwise stated
have been made at the current rate of exchange, approximately 0.0014 cent
per krone.

GUARANTY CO. O1 Ncw YosK.
W. A. HAnaMMAN & Co. (INC.).

HUNOARIA.N LAND M1OUT-AGE INSTITUTE

(Magyar Fdldhitel Intezet) Incorporated by Royal Hungarian Charter

BUDAPEST, May 21, 1926.
GUARANTY CO. oF NEw YORK.

GENTLEMEN: With reference to the $3,000,000 7% per cent, sinking fund
land mortgage gold bonds, series "A" dollar bonds, of the Hungarian land

92928-32-v'r 2-49

I
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mortgage institute, which we are creating with the consent and approval of
the Royal Hungarian minister of finance, we beg to give you the following
Information:

HISTORY AND BUS1.NSS

Tile Hungarian land mortgage institute of Budapest, founded in 1863, Is the
oldest farm mortgage bank in Hungary. Since its inception, it has always
been the leading lender of money on agricultural land mortgages, its business
before the war representing over 50 per cent of the agricultural land mortgage
bond business of Hungary. Its bonds were quoted before the war at a higher
average price than that of the land bonds of any other Hungarian bank.

The institute was established under royal charter by a group of the most
prominent landowners in Hungary, who, as original founders, subscribed a sum
equal to 3,354,000 gold kronen as a guarantee fund. The growth of the insti.
tute's reserves from profits later allowed the return of 90 per cent of the funds
so originally subscribed by the founders, the balance of 10 per cent remaining
as liquid capital and bearing a nominal interest rate of 5 per cent. Beyond
this 5 per cent, the institute does not pay any further dividends but all its net
earnings beyond such 5 per ccnt are used to Increase its general reserve fund.

The Institute is not a limited liability company, but, established on ol law
articles, it is based on the unlimited and irrevocable, joint andi several liability
of all its members, consisting of holders of founders' shares anl borrowers.
While the institute has power to issue bonds secured by municipal obligations
and bonds, secured by mortgages, for certain agricultural, river, and land
Improvement and other purposes, and in addition has the power to conduct a
commercial banking business, Ihis and other issues of land mortgage bonds
issued since January 1, 1925, enjoy a special status under Hungarian law, as
stated below. The founders hold 207 founders' shares, belong to prominent
land-owning families it Hungary, and own in landed property alone more than
1,000,000 Hungarian acres, representing a value exceeding $100,000,000.

MAN.A(EMENT AND SUPE:vISION

The institute's operations have been successfully conducted since its inception
63 years ago. According to its charter the institute is under the direct super-
vision of the Hungarian Government, which appoints a permanent commissioner
to supervise all of the institute's activities, including the granting of loans.

In 63 years of the institute's operation, less than one-third of 1 per cent
of its mortgage loans have had to be collected by legal methods and in no such
instance has the institute ever suffered any loss.

OPERATION

In making mortgage loans the value of the land is arrived at on the basis of
the cadastral value, checked when necessary by actual valuation, and on an
average the amount of the loans will not exceed 50 per cent of the cadastrat
value. The cadastral value Is that determined for taxation purposes about 40
years ago through a governmental survey, which established valuations that
are approximately 30-40 per cent of the actual market value of to-day. The
loans are therefore restricted to from 15-20 per cent of the actual market value
to-day. Moreover, the institute undertakes, in addition, to limit the amount
of its loans to the estimated value of one average yearly crop.

PHIVILEGrS

Under Hungarian law the institute enjoys all the privileges granted formerly
to the mortgage department of the late Austro-Hungarian Batik, viz., the late
Imperial Bank, including the right to require that on notification by the
institute of default by a mortgagor the law courts are bound within three days
to issue authoritative decrees for the seizure of the assets and estate of
defaulting debtors and the sale thereof by auction. Under a special law the
book entries and accounts signed on behalf of the institute are to be considered
as full legal proof.

SCUcITY

The bonds will constitute a direct obligation of the Hungarian land mortgage
Institute created on the basis of:

(1) A like amount of first land mortgage., made in and repayable in dollars.
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(2) A special reserve fund amounting to 5 per cent of the bonds outstanding
to be invested in dollar securities approved by the trustee.

(3) The joint and several unlimited liability of the holders of founders'
shares of the institute.

(4) The Joint and several unlimited liability of the mortgagors under first
land mortgages while such mortgages are outstanding.

Under the law of Hungary all the land mortgage bonds of the institute at
any time outstanding will always be secured by first land mortgages for a
erresponding amount .-mid no bond can he issued until mortgages -to a corre-
sponding amount have been created and registered, and no creditor of the
institute except holders of 'land mortgage bonds can have any claim against
the mortghges securing the bonds until, the bonds have been paid- in full, as,
under the law of Hungary, when the mortgage is created there must be made a
special entry in tie land register to the effect that such mortgage has been
issued in respect of the mortgage bonds. According to Hungarian law, in the
event of default In this or any other issue of land mortgage bonds of the
institute, all the land mortgages and special reserve funds, held by the institute
are to be pooled as security for all the issues of land mortgage bonds of the
institute.

A Hungarian law passed in 1925 provides that bonds Issued subsequently to
January 1, 1925, must be secured by mortgages created after that date, and
that no bonds of the Institute outstanding prior to January 1, 1925, will have
any claim upon such mortgage-:.

The mortgage deeds constituting the underlying security for the present Issue
of bonds will be made in United States gold dol'.'rs on first mortgage on
agricultural land and tie loans advanced thereon will not exceed the value
of one average yearly crop, nor shall such loans exceed on an average 50 per
tent of. the cadastral value of such agricultural land, 1. e., from $15 to $36 per
Hungarian Joch (approximately 1.01 acre).

As long as any part of this Issue is outstanding the institute will make
additional issues of its bonds only on condition:

(a) That the mortgage deeds against which the bond issue Is to be made
shall always be in the currency of the res.ective bond Issue.

(b# Thai the amount of the loan., granted per Huvgarlan joch shall not
exceed the value of one average yearly crop, nor on an average 50 per
cent of the cadastral value of tie mortgaged land.

(o) That Including this issue It will not have outstanding at any given time
land mortgage bonds to a principal amount greater than the equivalent
at par of exchange, of £25,000,000.

TRUSTEE

The institute agrees that the Central Corporation of Banking Companies in
Budapest shall be appointed Trustee to see on behalf of the bondholders that
all qprovsions of .tle law and of the bonds ave duly observed and to approve
the investments of the special reserve fund.

TillS ISSUE

The $3,000,000 71/ per cent sinking ful land mortgage gold bonds, series A
dollar bonds are to be direct obligntions of the Hungarian land mortgage
institute. The bonds will be in coupon form, in denomination of $1,000, will be
dated May 1, 1926, will mature May 1, 1901, and will bear interest at the rate
of 71) per cent per annum from May 1, 1926, payable semiannually on May 1
and November 1 of each year. Principal and interest will be payable In gold
coin of the United States of America of or eqtual to the standard of weight
and fineness existing on May 1, 1926, at the principal office of Guaranty Trust
Co. of New York, New York City, or at the option of the holder at the principal
office of the Hungarian land mortgage institute in Budapest (in dollar drafts
on New York payable In such gold coin), without deduction for any taxes or
public charges whatsoever now, or at any time hereafter, imposed by the King-
dom of Hungary or by any taxing authority thereof or therein. Such principal
and interest will be so paid in time of war as well as in time of peace, whether
the holder or owner of the bonds, or of any Interest coupon pertaining thereto,
is a citizen of a friendly, neutral, or hostile state, without requiring any dec-
laration as to citizenship, nationality, or residence of such holder or owner, or
as to the length of time ie has been in possession of the bond, or of such interest
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coupon, as the case may be. The bonds are to be issued in accordance with and
subject to the Hungarian law.

According to Hungarinn law and the terms of the bonds, coupons 6 years past
due and bonds 20 years past due are void, and the value of forfeited coupons and
bonds is to be added to the reserve fund of the institute.

SINKING FUND AND REWDEMPTION

The Institute agrees that sinking fund payments will be made sufficient to
retire the whole issue by maturity. The landowner makes to the institute
semiannual cumulative amortization payments on his debt, calculated In accord.
ance with a regular amortization schedule to redeem such debt bt the date
of the maturity of the bonds in respect of which the mortgages are created.
All payments of principal received in accordance with the regular amortization
schedule will be applied, as, and for a sinking fund it the redemption of bonds
at par by holf-yearly drawings, the first ot which will take place on May 1, 1929,
and the bonds drawn at each half-yearly drawing will be relid on the next
following November I or 3ay 1, as the case may be. The landowner has the
right, if he so desires, to repay his debt in advance of the regular amortization
schedule. Payments of principal made in advance of the regular schedule will
be applied to redemption by the purchase of bonds of this Issue in the open
market at prices not exceeding 100 per cent and accrued Interest and if honds
are not so available, such payments will be applied to additional drawings
at 100 per cent, which will be mande In the same manner ts the drawings in
respect of the sinking fund. All bonds redeemed shall be canceled.

The distinctive numbers of all drawn bonds will be advertised in two New
York newspapers four weeks prior to the date on which they become payable.

The outstanding bonds may likewise be redeemed at the option of the institute
as a whole at par on any interest date. Notice of such redemption must be
given by the Institute four weeks before the interest date on which redemption
will take place, by public advertisement in two New York newspapers.

IIUNGARY

Hungary, with an area of 35,900 square miles, or about three times the size
of either Belgium or Holland, has a population of over 8,000,000. Its principal
industry Is agriculture and the country has important exports of grain, flour,
sugar, livestock, poultry, and meat.

In accordance with the plan of the League of Nations an international loan
for the reconstruction of Hungary was issued In 1924 in the United States,
Great Britain, and other countries, yielding over $50C00,000. Over half of the
proceeds of the loan are still available. Notable progress has been made in
reconstruction, the receipts from taxes greatly exceeding the estimates of the
financial committee of the League of Nations. For the fiscal year ended June
30, 1925 (first year of the reconstruction period), there was a surplus of
revenue over expenditure, instead of an anticipated deficit, of over $20,000,000,
according to the League of Nations estimates. For the current year the
Government estimates a surplus of about $5,500,000.

FINANCIAL

The debt of the institute, consisting of bond issues specifically secured In
each case, outstanding on May 1, 1926, amounted to 1,011,328,485 kronen,
equivalent to $14,153, and £1,000,000 7% per cent land mortgage bonds, series A,
offered in London in January, 1926, by Hambros Bank (Ltd.) and the Anglo-
Austrian Bank (Ltd.). This sterling issue was quoted on May 26, 1926, at
96/. to yield about 7.80 per cent to maturity. The reserve funds on May 1,
1926, amounted to 36,401,092,682 kronen, equivalent to $509.418.

GENERAL,

The bonds are legal investments in Hungary for the Royal Hungarian Postal
Savings Banks, for municipalities, corporations, and institutes controlled by the
Government, for widows' and orphans' funds, and are acceptable in Hungary
as security for contracts with the Government and as a legal guarantee fund to
be deposited by home and foreign insurance companies.
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Application will be made to list these bonds on the New York and Boston
Stock Exchanges.

Yours faithfully,
HUNGARIAN LAND MORTGAGE INSTITUTE.
DzssEwiTy. chairmann.
Ko6s ZOLTAN, General Manager.

Nor.-All conversions of Hungarian kronen to dollars, unless otherwise
tated, have been made at the current rate of exchange, approximately

0.0014 cent per krone.

$3,000,000 HUNGARIAN LAND MORTGAGE INSTITUTE (MAGYAR FPLDIIITEL INT7ZT)-
71% PER CENT SINKING FUND LAND MORTGAGE GOLD BONDS SERIES "B" I)oLl.AB

BONDS

To be dated November 1, 1927. To mature May 1, 1961. Sinking fund, oper-
ating by semiannual redemption of hinds at par beginning In 1929, to retire
entire issue by maturity. Guaranty Trust (1o. of New York, paying agent.

The accompanying letter front Messrs. Dessewffy and Ko6s Zoltfin, respec-
ively chairman n:uid general manager of the institute, is summarized by them

as follows:
GeneraL.-The Hungarian Land Mortgage Institute of ludapest Is the oldest

farin mortgage bank In Hungary and the leading lender of money on agricul-
tural land mortgages. All of Its activities, including tho granting of loans, are
under the direct supervision of the Hungarian Governnwnt. In 65 years of
operation, less than one-third of 1 per cent of its mortgage loans have had to
be collected by legal methods and in no such instance hats it ever suffered ally
lo,s.

The Institute is not a limited liability company, lout Is based ton the unlimited
and irrevocable, joint and several liability of all of Its members, consisting of
holders of founders' shares and borrowers. The holders of founders' shares
belong to prominent land-owning families In Hungary and own landed property
alone ha ving a value in excess of $100.000,0(l).

Operation.-In making mortgage loans, the Institute arrives at the value of
the land on the basis of a governmental survey imadi about 40 years ago,
cl.ked when necessary by actual valuation. The valuations established In this
survey are approximately 30 per cent to 40 per cent of the actual market values
of to-day. Loans will not exceed on an average 50 per cent of valuations shown
by the survey, and hi consequence are restricted to front 15 per cent to 20 per
cent (if present actual market values. Moreover, the institute undertakes In
addition to limit the aniount of its loans to the estimated value ,,f one average
year's crop.

Recurity.---These $3,000,000 bonds are to ite issued li accord.mice with and
subject to Hungarian law. They will constitute it direct obllgati' t of the Hun-
garlan Land Mortgage Institute created on the basis of:

(1) An equal amount of first land mortgages, nmiale and repaytable in dollars.
(2) A special reserve fund amounting to 5 per cent of tite boils outstanding

to le iInvested in dollar securities approved by the trustee.
(3) The Jint and several unlimited liability of the holders of founders'

shares of the institute.
(4) The Jint and several unlimited liability of the inortgagors under first

land mortgages while such mortgages are outstanding.
Under the law of Hungary all the land mortgage bIns #of the institute at any

tinie outstanding will always be secured by first liand mortgages for a corre-
sponding amount and no bond can be issued until mortgages to a corresponding
amount have been created and registered, and no creditor of the institute except
holders (of land mortgage bonds can have any claim against the mortgages secur-
Ing the bonds until the beads have been paid in full, as. under the law of Hun-
gary. when the mortgage Is created there must lie made a special entry in the
land register to the effecl that such mortgage has been issued In respect of the
mortgage bonds. According to Hungarian law, in the event of default in this
or any other issue of land mortgage bonds of the Institute, all the land mort-
gages and special reserve funds held by the institute are to be pooled as secur-
ity for all the Issues of land mortgage bonds of the institute.

m
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A Hungarian law passed in 1925 provides that bonds Issued subsequently to
January 1. 1925, must be secured by mortgages created after that date, and that
no bonds of the institute outstanding prior to January 1, 1925, will have any
claim upon such mortgages.

The institute agrees that The Central Corporation of Banking Companies In
Budapest shall be appointed trustee to see on behalf of the bondholders that all
the provisions of the law and of the buids are duly observed and to approve the
investments of the special reserve fund.

The debt of the institute outstanding on January 31, 1928, amounted to
$10,404,621, including $3,000,000 and £1,;500,(^0 71/ per cent land mortgage
bonds, series A.

nk.ng fund.-Tl'e Institute agrees that sinking fund payments will be made
sufficient to retire the whole issue by maturity.

Mortgagors are to make semiannual cumulative payments on a regular amor-
tization schedule calculated to repay their loans by the maturity of the bonds
In respect of which the mortgages were created. 'ucl payments are to be
applied as it sihikng fund to the redemlpion of bonds at par by semiannual
drawings beginning May 1. 1929, the first redemption to take place November 1,
1029.

Mortgagors have the right to repay their loans in advance of the regular
schedule. Such advance payments are to be applied to the purchase of bonds at
not exceeding par and accrald interest, or, If bonds are not so available, to
redemption of bonds at par by senflannual drawings.

Iunpary.-Hungary, with an area of 35,900 square miles and a population of
over 8,4.00.000, Is primarily an agricultural country and has important exports
of grain, flour, sugar, live.tock, poultry, and meat.

The financial control of the League of Nations was terminated on June 30,
1920, the recvery of the country having been so rapid that supervision was no
longer considered necessary. In each year since 1925 ordinary revenues have
exceeded ordinary expenditures and total revenues collected in the first six
months of the current fiscal year amounting to about $87,537,000 were in excess
of estimates by approximately $11.753,000.

hungry has been n ita gold exchange standard basis since January 1, 1927,
h:living introduced on that date a new currency unit called the "pengio," equiva.
lent to 17.49 cents. The Central Bank on March 15, 1928, showed a ratio of
re- erves to circulation and sight liabilities less State debt of 49.36 per cent.

Series A dollar bonds are listed oin the New York and Boston stock exchanges
anid application will be made to list these series B bonds.

Authorized and to he Issued, $3,000,0'.0. Interest payable May 1 and No.
member 1. Principal land interest payable In gold coin of the United States of
America of or equal to the standard of weight and fineness existing on Novem-
bee 1. 1927, at tile prin.lpal office of Guaranty Trust Co. of New York In New
York City or at the option of the holder at the principal office of the Hungarian
Land M5rtgage Insiitute in Budapest (in dollar drafts on New York, payable in
such gold coin), without deduction for any Hungarian taxation or public
charges whatsoever, present or future. Coupon bonds in denondnation of
$1,000. Redeemable for the sinking fund, as above stated, and also redeemable
at the option of the institute as a whole oil any interest date at par on 45 days'
notice.

One hundred and accrued interest, to yield 7.50 per cent. When. as and if
Issued and received by us and subject to approval of counsel. All legal details
pertaining to this issue will be passed upon for the bankers by Messrs. Davis,
Polk, Wardwell, Gardiner, and Reed, of New York. and Dr. Eugene Nyarl, of
Budapest. It IN expecte~t that interim receipts of Guaranty Trust Co. of New
York will be ready for delivery on or about April 24, 1928. All conversions from
peng~s and pouds sterling Into dollars hare been made at par of exchange.

GUARANTY Co. OF NEW YORK,
11'. A. Harrinan,& Cf Co. (Ine.).

iIUNOARIAN' LAND .1oW[AGF. INSTITUTE. (MACY.%a FitnlITEL. INT ZET)-
INCORPORATED BY ROYAL IIUNGARIAN CHARTER

BunAPms', March 80, 1928.
Gt.AIANTY Co. OF NEW YORK.

GENT Em N: With reference to the $3,000,000 7% per cent sinking fund land
mortgage gold bonds, series B dollar bonds, of the Hungarian Land Mortgage
Instit t., we beg to give you the following information:
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History and bumineas.-The Hungarian Land Mortgage Institute of Budapest,
founded in 1863, is the oldest farm mortgage bank in Hungary. Since its
inception, it has always been the leading lender of money on agricultural land
mortgages, its business before the war representing over 50 per (ent of the
agricultural land mortgage bond business of Hungary. Its bonds were quoted
before the war at a higher average price than that of the land bonds of any
other Hungarian bank.

The institute was established under royal charter by a group of the most
prominent land owners in Hungary, who, as original founders, subscribed a sum
equal to 3,354,000 gold kronen as a guaranty fund. The growth of the insti-
tute's re-erves from profits later allowed the return of 90 per cent of the funds
so originally subscribed by the founders, the balance of 10 per cent remaining
as liquid capital and bearing a nominal interest rate of 5 per cent. Beyond
this 5 per cent, the institute does not pay any further dividends, but all its net
earnings beyond such 5 per cent are used to increase its general reserve fund.

The institute is not a limited liability company, but, established on old law
articles, it !s based on the unlimited and irrevocable, jo:nt and several liability
of all its members, cons:sting of holders of founders' shares and borrowers.
While the institute has power to issue bonds secured by municipal obligations
and bonds, seeured by mortgages, for certain agricultural, river and land
improvement and other purposes, and in addition has the power to conduct a
commercial banking business, this and other issues of land mortgage bonds
issued since January 1, 1925, enjoy a special status under Iungarlan law, as
stated below. The founders hold 209 founders' shares. belong to prominent
landowning families in Ilungary, and own in landed property alone niore than
1,0t;0,000 Hungarian acres, representing a value exceed:ng $100,000,000.

.tfanagenwnt and mipervision.-The institute's operations have been success-
fully conducted since its inception 05 years ago. According to its charter the
institute is under the direct supervis!on of the Hungarian Government, which
appoints a permanent commissioner to supervise all of the institute's activities,
including the granting of loans.

In the 65 years of the institute's operation, less than one-third of 1 per cent
of its mortgage loans have had to be collected by legal methods and in no such
instance has the institute ever suffered any loss.

Operatio.-In making mortgage loans the value of the land is arrived at on
the basis of the cadastral value, checked when necessary by actual valuation,
and on an average the amount of the loans will not exceed 50 per cent of the
cadastral value. The cadastral value is that determined for taxation purposes
about 40 years ago through a governmental survey, which established valuations
that are approximately 30 to 40 per cent ot the actual market value of to-day.
The loans are therefore restricted to from 15 to 20 per cent of the actual market
value to-day. Moreover, the institute undertakes in add.tion to limit the
amount of its loans to the estimated value of one average yearly crop.

Privilege.s.-Under Hungarian law the institute enjoys all the privileges
granted formerly to the mortgage department of the late Austro-Hungarian
Bank, namely, the late note issuing bank, Including the right to requ.re that
on notification by the institute of default by a mortgagor the law courts are
bound within three days to issue authoritative decrees for the seizure of the
assets and estate of defaulting debtors and the sale thereof by auction. Under
a special law the book entries and accounts signed on behalf of the Institute
are to be considered as full legal proof.

Heuriu.-The bonds will constitute a direct obligation of the Hungarian
Land Mortgage Institute created on the basis #;f:

(1) A like amount of first land mortgages, made in and repayable in dollars.
(2) A special reserve fund amounting to 5 per cent of the bonds outstanding

to be invested in dollar securities approved by the trustee.
(3) The Joint and several unlimited liability of the holders of founders'

shares of the institute.
(4) The joint and several unlimited liability of the mortgagors under first

land mortgages while such mortgages are outstanding.
Under the law of Hungary all the land mortgage bonds of the institute at any

time outstanding will always be secured by first land mortgages for a corre-
sponding amount and no bond can be issued until mortgages to a corresponding
amount have been created and registered, and no creditor of the institute except
holders of land-mortgage bonds can have any claim against the mortgages
securing the bonds until the bonds have been paid in full, ae, under the law of
Hungary, when the mortgage is created there must be made a special entry in
the land register to the effect that such mortgage has been issued in respect of
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the mortgage bonds. According to Hungarian law, in the event of default in
this or any other Issue of land mortgage bonds of the institute, all the land
mortgages and special reserve funds held by the institute are to be pooled s
security for all the issues of land mortgage bonds of the institute.

A Hungarian law passed in 1925 provides that bond issues subsequently to
January 1, 1925. must be secured by mortgages created after that date, and
that no bonds of the institute outstanding prior to January 1, 1925, will have
any claim upon such mortgages.

The mortgage deeds constituting the underlying security for the present
issue of bonds will be made in United States gold dollars on first mortgages on
agricultural land and the loans advanced thereon will not exceed the value of
one average yearly crop, nor shall such loans exceed on an average 50 per cent
of the cadastral value of such agricultural land, that is, from $15 to $36 per
Hungarian Joch (approximately 1.01 acre).

As long as anv part of this issue is outstanding the institute will make
additional issues of its bonds only on condition: (a) that the mortgage deeds
against which the bond issue is to be male shall always be In the currency of
the respective bond issue; (b) that the amount of the loans granted per Hun-
garian Joch shall not exceed the value of one average yearly crop, nor on an
average 50 per cent of the cadastral value of the mortgages land: (e) that
including this issue it will not have outstanding at any given time land mortgage
bonds to a principal amount greater than the equivalent, at par of exchange, of
125.000,000.

Trustec.-The institute aiirees that The Central Corporation of Banking
Companies in Budapest shall be appointed trustee to see on behalf of the bond.
holders that all provisions of the law and of the bonds are duly observed and to
approve the investments of the special reserve fund.

This issue.-The $3.000.000 7% per cent sinking fund land mortgage gold
bonds, series B dollar bonds, are to be direct obligations of the Hungarian Land
Mortgage Institute. The bonds will be in coupon form, in denomination of
$1,000, will be dated Novembvr 1, 1927, will mature May 1, 1961, and will bear
interest at the rate of 73/ per cent per annum from November 1, 1927, payable
semiannually on May 1 and November 1 of each year. Principal and interest'
will be payable in gold coin of the United States of America of or equal to the
standard of weight and fineness existing on November 1, 1927, at the principal
office of Guarant.v Trust Co. of New York. New York City, or at the option of
the holder at the principal office of the Hungarian Land Mortgage Institute in
Budapest (in dollar drafts on New York payable in such gold coin), without
deduction for nnv taxes or public charges whatsoever now, or at any time
hereafter, Imposed by the King-doin of lHngary or by any taxing authority
thereof or therein. Such princllial and interest will be so paid in time of war
as well as in time of peace, whether the holder of the bond, or of any interest
coupon pertaining thereto. Is a citizen of a friendly, neutral or hostile staS
without requiring any declaration as to citizenship, nationality or residence of
such holder, or as to the length of time he has been in possession of the bond, or
of such interest coupon, as the case may be. The bonds are to be issued In
accordance with and subject to Hungarian law.

According to Hungarlan law and the terms of the bonds, coupons 6 years
past due and bonds 20 years past due are void, and the value of forfeited
coupons and bonds is to be added to the reserve fund of the institute.

Sinking fund and redemption.-The institute agrees that sinking fund pay-
ments will be made sufficient to retire the whole issue by maturity. The land-
owner makes to the institute semiannual cumulative amortization payments
on his debt, calculated in accordance with a regular amortization schedule to
redeem such debt by the date of the maturity of the bomnis In respect of witch
the mortgages are created. All payments of principal received in accordance
with the regular amortization schedule will be applied, as, and for a sinking
fund In the redemption of bonds it par by half-yearly drawings, the first of
which will take place on May 1, 1929, and the bonds drawn at each half-yearly
drawing will hw repaid on the next following November 1 or May 1. as the
case may be. The landowner has the right, if he so desires, to repay his debt
in advance of the regular amortization schedule. Payments of principal made
In advance of the regular schedule will be applied to redemption by the purchase
of bonds of this Issue in the open market at prices not exceeding 100 per cent
and accrued interest and if bonds are not so available, such payments will be
applied to additional drawings at 100 per cent which will be made In the same
manner as the drawings in respect of the sinking fund. All bonds redeemed
shall be cancelled.
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The distinctive numbers of all drawn bonds will be advertised In two New
York newspapers 45 days prior to the date on which they become payable.

The outstanding bonds may likewise be redeemed at the option of the insti-
tute as a whole at par on any interest date. Notice of such redemption must
be given by the institute 45 days before the interest date on which redemption
will take place, by public advertisement in two New York newspapers.

HuarV.-Hungary, with an area of 35,900 square miles, or about three
times the size of either Belgium or Holland, has a population of over 8,000,000.
Its principal industry is agriculture and the country has important exports
of grain, flour, sugar, livestock, plmitry, and menat.

The financial control of the League of Nations was terminated on June 30,
19"26, the recovery of the country having been so rapid that supervision was no
longer considered necessary. In each year since 1925 ordinary revenues have
exceeded ordinary expenditures and total revenues collected in the first six
months of the current fiscal year amounting to about $87.537,000 were in excess
of estimates by approximately $11,753.000.

Hungry has be(n on i gold exchange standard biasis since January 1. 1927,
having introduced on that date a new currency unit called the "peng5,"
equivalent to 17.49 cents. Tie Central Dank (,n 31ar.i 15. 1928 showed a
ratio of reserves to circulation and si-ht lihilities less State debt of 49.36 per
cent.

Fiaancuil.-Tbe debt of the Institute outstanding on January 31, 1928,
amounted to $10,404,621. Including $3.000,(01, and £1,500,000 7%. per cent land
mortgage bonds, series A. Th rest'rve funds on January 31, 1928, aniounted
to $530,816.

General.-The bonds tire lvgal investments in Hungary for the Royal
Hungarian Postal Savitigs Banks, for municipalities, corporations, and lnsti-
tutes controlled by the Government, for widows' and orphans' funds, and are
acceptable in Hungary ts security for contratcts with the Government and as
a legal guarantee fund to he deposittl by home and foreign Insurance com-
panies.

Application will be uade to list these honds on the New York and Boston
stock exchanges.

Yours faithfully,
HUNGARIAN LAND MORTGAGE INSTITUTE
Drssawwyr, Chairman.
Koos ZoLTAi. General Manager.

Nyr.-Ail conversions from pengils and pounds sterling into dollars have
been made at par of exchange.

lxv MILLION DOLLAR NATIONAL HUNGARIAN I"DUSTRIAL MOUTGAGE INSTITMf
(LT.), (Ol1SZAOS MAOYAR IPARI JELEA.OoINTqfZET R. T.)-FMsT MORTGAGE
SINKING FUND 7 PER CENT GOLD BoNDs, SERIES A DOLLAR Bomvs-Issuto
WITH THE CoxsENT', ArPPRvx, AxD AuTuorrY OF TH ROYAL Husonws
MMNIS'= oF FI.ANcE

To be dated November 1, 1928. To mature November 1, 1948.
Sinking Fund, operating by semi-annual redemption of Bonds at par, to retire

entire issue at or before maturity.

GUARANTY TRUST CO. Or NEW YORK, PAYING AGENT

The following Information has been summarized from a letter dated October
2% 1928, from Count Janos Ziehy and Dr. Erno Friedman, respectively, chairman
and managing director of the institute, which letter has been approved and
signed by Dr. Andor de Iklody Szabo, Royal Hungarian Government Commis-
sioner.

Relations with Hungarian Gorernment-The National Hungarian Industrial
Mortgage Institute (Ltd.), has recently been founded by the Royal Hungarian
Treasury and the National Union of Manufacturers for the purpose of Issuing
bonds secured by first mortgages of Industrial enterprises.

The Royal Hungarian Treasury has subscribed to 80 per cent of the capital
stock, which consists of 10,000,000 pengbs ($1,749.600); the remaining 20 per
Vent has been subscribed by the National Union of Manufacturers of Budapest
and its Industrial member unions. The Royal Hungarian Minister of Finance
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has agreed to take up during the life of these bonds so much of any additional
share capital which may be issued in the future as may be necessary in order
that the treasury shall own at least 51 per cent of the aggregate capital
stock.

The Royal Hungarian Government exercises control over the Institute
through its minister of finance, who has appointed a commissioner whose per-
manent responsibility it is to supervise the carrying on of the business of the
institute.

Operation.-All issues of first mortgage bonds of the Institute must be
approved by the government commissioner and the trustee for the bondholders,
and loans on first mortgages securing such bond issues may only be made
provided, among other things, that:

(a) Tangible assets so mortgaged by industrial enterprises have a "base
value" of not less than three times the total amount of the loan.

(b) On the basis of the last ordinary closing account made up in the present
gold currency of Hungary, available net profits for the preceeding fiscal year
(after 1929 the average of the preceding three fiscal years) after depreciation
and taxes, cover the annual interest and sink ng fund not less than three
times.

(c) In lieu of (b) other appropriate full security Is given for both principal
and Interest of the mortgage debt, to be approved by the government commis-
sioner, by the trustee for the bondholders and by the board of directors of the
institute.

Security.-These $5,000,000 bonds are to be issued in accordance with and
subject to Hungarian law. They are to constitute a direct obligation of the
National Hungarian Industrial Mortgage Institute (Ltd.), and are to be
secured by:

(1) An equal aggregate principal amount of first mortgages on industrial
enterprises, issued as specified above, made and repayable in gold currency at
the United States of America.

(2) A special reserve fund amounting to 20 per cent of the principal amount
of series A bonds outstanding, to be invested in dollar securities approved by
the government commissioner and the trustee for the bondholders.

Provision has been made that future issues of first mortgage bonds will be
secured on the same; basis. In case of default all first mortgages shall con-
stitute Joint security for all issues of first mortgage bonds. The special
reserve fund for each issue, however, will constitute specific security for such
issue only.

The institute agrees that the Central Corporation of Banking Companies in
Budapest shall be appointed trustee on behalf of the bondholders and is to
approve the investments of the special reserve fund.

These bonds will be the first issue of bonds of the institute, which has no
current or floating debt outstanding at the present time.

Amortizatiou.--The institute agrees that sinking-fund payments wiln be
made sufficient to retire the entire issue at or before maturity. Mortgagors
are to make semiannual amortization payments, to be applied to the redemp-
tion of bonds at par by semiannual drawings, beginning May 1, 1929, the
first redemption to take place November 1, 1929. Mortgagors have the right,
and under certain circumstances way be required, to repay their debt in ad-
vance of the regular schedule.

Hungary.-Hungary is a constitutional parliamentary monarchy with a
population of over 8,0fio,000 and although primarily an agricultural country, it
has had in recent years a period of Industrial development. The total indus-
trial production which was estimated in 192.5 at $39.6,000. had increased in
1927, according to recent estimates, to $419,454,000.

The financial supervision of the League of Nations, initiated in 1924, wzA
terminated on June 30. 1920, which was consierably before the date fixed in
the reconstruction program. The ordinary government accounts have shown
a surplus of revenues over expenditures in each year since 1925. Hungary
has been on a gold exchange standard basis since January 1. 1927.

Application will be made to list these bonds on the New York and Boston
Stock Exchanges.

Series A dollar bonds authorized and presently to be issued $5,000,000. In-
terest payable May 1 and November 1. Principal and interest payable in gold
coin of the United States of America of or equal to the standard of weight and
fineness existing on November 1, 1028, at the principal office of Guaranty Trust
Co. of New York, in New York City, or at the option of the holder at the
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office of the National Hungarian Industrial Mortgage Institute (Ltd.). In Buda-
pest fin dollar drafts on New York payable in such gold coin), without deduc-
don for any taxes or public charge whatsoever now or at any time hereafter
imposed by the Kingdom of Hungary or by any taxing authority thereof or
therein. Coupon bonds In denomination of $1,000. Redeemable as above stated,
and also redeemable at the option of the Institute as a whole on November 1,
183. or on any interest date thereafter at par on six months' notice for four
months' notice If for sinking fund) 93% and accrued Interest, to yield over 7.50
per cent when. as and if issued and received by us and subject to approval ofi
counsel. All legal details pertaining to this Issued will be passed upon for
the bankers by Mesr Davis, Polk, Wardwell, Gardiner, and Reed, of New
York, except as to matters of Hungarian law which will be passed upon by
Dr. Eugene YyariL of Budapest. It is expected that interim receipts of Guar-
anty Trust Co. of New York will be ready for delivery on or about Novenber
30. 1928. AU conversions from pengds Into dollars have been made at par of
exchange, i.49 cents per pengO.

GUAR\NT¥ 'O. OF NEW YOi-.

NATIONAL HINGAMAN INDUSTRIAL MORTGAGE INSTITULF .(Th. (O SAGOS MAGYAR
IPAUK! J.tzAmK;INTf'm-T R. T.)

BUD.APE.ST, Octoorr 26, 1928.
GUAt.%TT COMPANY OF NEw YoRK.

GfNTLirEME: With reference to the $5,000.000 first mortgage sinking fund
7 per tent gold bonds, series A dollar bonds. which we are crtating with the
consent, approval, and authority of the Royal Hungarian Minister of Finance
given by decrees No. 1(79 _ . dated August 27. 1928. and No. V"21,2 of Septem-
ber 29. 19"28. under the powers conferred by Law No. XXI of I28 we beg to
give you the following Information:

history and busineu.-The National Hungarian Industrial Mortgage Insti-
tute 4LtdL). has been founded by the loyal Hungarian Trte' sry and the
National Union of Manufacturera as an Institution under Law XXI of the
year 128 for the purpose of issuing bonds secured by first mortgages of Joint
stoel; companies and cooperative associations carrying on industrial enterprises.

Gorermnt control and wspcrvision.-The Royal Hungarian Treasury has
subscribed to 80 per cent of the capital stock of the institute, which consists
of 10.00.000 pengt f$L749.0001 ; the remaining 239 Ier , nt has Wcen sub.
scribt.i by the National Union of Manufacturers (Gyiirparmsok OrsyAgos
8zOvetstge) of Budapest anti its Industrial member unions. The shares of
capital stock representing such 80 per cent subscrlibl by the treasury may not
be transferred while any of the first mortgage sinking fund 7 per cent gold
bonfhs, series A dollar bonds total issue $5,0(J,000 are outstandlhg. The Royal
Hungarian 31inis*cer of Firince has agreed to take up while any of the first
mortgage sinking fund 7 per cent gold bonds, series A dollar b.,uds total issue
M000,000 are outstanding so much of any additional share capital which may
be Issued in the future as may be necessary in order that the treasury shall
own at least 51 per cent of the aggregate capital stock.

The Royal Hungarian Government exercises control over the institute through
Its minister of finance, who has appointed a commissioner whise permanent
respoisibility it Is to supervise the carrying on of the business of the In-titute
in accor,anve with the law and articles of association, and 1s to control the
issue ,,f bonts. which must bear his certificate.

The trustee for the bondholders also apipoints a representative who, like
the government commissioner. has access to all documents and papers having
reference to the institute's business, Is to be present at meetings when decisions
regarding loans are made, and is entitled to attend meetings of the board
Of directors and general meetings of the Institute.

Operation,-Pursuant to the article sof association the institute has power
to issue first mortgage bonds against first mortgages, existing on the prop-
ertles of industrial enterprises carried on by Joint -.tock companies or ewiopera-
tive associations situatel1 on their own mortgageable land, registered in the
central register of Industrial enterprises. This register (to he kept in the
royal court of justice in Budapest) was recently established under Law XXI
of the year 1928. and contains provisions enabling enterprises registered
therein to mortgage not only their land and immovable assets, but also their
Plants, machinerY, stocks, work In progress, book debts, and other current
assets. Such mortgaging however, shall not hinder the mortgagor in carrying
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on the business of the Industrial enterprise and In concluding leg&! transac-
tions connected with, and incidental thereto, alienating his moveable assets
and pledging them in favor of third creditors.

All issues of first mortgage bonds of the institute must be approved by the
government commissioner and the trustee for the bondholders, and loans on
first mortgages securing such bond Issues may only be made provided:

(a) Tangible assets (exclusive of good will, patents, trade-marks, etc.) so
mortgaged by industrial enterprices are found to have a "basic value" by
independent valuers employed by the institute of not less than three times the
total amount of the loan. Such basic value is to be determined by careful
computation and comparison of the book value, the going concern value, and
the break-up value at forced sale of the borrowing concern.

(b) The industrial enterprise can satisfy the institute that, on the basis of
the last ordinary closing account made up in the present gold currency of
Hungary, available net profit, after depreciation and taxes, have been sufficient
for the preceding fiscal year to cover the annual interest and sinking fund on
the proposed loan not less than three times (after 11Y19 the average net profits
of the preceding three fiscal years shall lie taken as a basis).

(c) The board of directors of the institute are satisfied that there iare no
si-ecial reasons to anticipate that such profits will not lie maintained in the
future.

(d) No loan shall be granted when mnore thai one director objects thereto.
(e) The principal amount of such mortgage loans is covered ts to 100 per

cent by the quick assets of the borrowing enterprise.
(f) That In lieu of (b), (c), and (e) other appropriate full security Is

given for both principal anit interest of the mortgage debt, to be approved by
the Government commissioner, by the trustee for the bondholders, and by the
board of directors of the institute.

All nmortgagors must maintain the conditions set forth above and are to
permit the Institute at any time, should the latter or the Government commis-
sioner or the trustee for the bondholders consider it necessary, to have an
Independent valuation or audit made. They also are to agree to keep the
properties mortgaged In first-class condition and fully insured, including
insurance against "ch6mage" (stoppage of work).

First-mortgage bonds of the Institute may only be issued against underlying
first mortgages payable in the same currency as that of the bonds for which
they serve as security. In connection with any issue of first-mortgage bonds
there must be set aside out of the capital of the institute a special reserve fund
earmarked to qocure such bonds equal to 20 per cent of the principal amount
of bonds issued and this fund must be Invested In securities approved by the
Government commissioner and the trustee for the bondholders, payable in the
same currency as that of the isame of bonds in respect of which such fund has
been created. As first-mortgage bonds are redeemed, the Institute has the
right to reduce the special reserve funds by an amount equal to 20 per cent
of the principal amount of bonds redeemed, but never so as to reduce the total
value of said funds to less than 0 per cent of the principal amount of the
outstanding first-mortgage bonds in respect of which they were set aside. In
addition to such special reserve funds the articles of association of the institute
provide that at least 10 per cent of the annual net profits shall be carried to the
ordinary reserve of the Institute and that dividends on the share capital shall
not exceed 5 per cent per annum.

The institute enjoys special privileges with respect to the enforcement of
claims. Such privileges include the right to require that on notification by
the institute of default by a mortgagor the law courts are bound within three
days to Issue authoritative decrees for the seizure of assets of defauling debtors
and the sale thereof at auction, as under the law the book entries and accounts
signed on behalf of the institute are to he considered as full legal proof. The
law No. XXI of 1928 provides for the appointment of a receiver at the instance
of the institute pending the enforcement of its claims.

Ke"urty- These $5,000,000 bonds are to be issued in accordance with a1d
subject to Hungarian law. They are to constitute a direct obligation of the
National Hungarian Industrial Mortgage Institute (Ltd.), and are to be
secured by: (1) An equal aggregate principal amount of first mortgages on
industrial enterprises issued as specified above, made and repayable in gold
currency of the United States of America. (2) A special reserve fund amount-
Ing to 20 per cent of the principal amount of Series A Dollar Bonds out-
standing, to be invested In dollar securities approved by the government com-
missioner and the trustee for the bondholders.

I I 5
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Provision has been made that future Issues of first mortgage boads will be
secured on the same basis, the first mortgages in each case to be payable
and the special reserve funds to be invested in securities payable in the same
currency as the corresponding issue of first mortgage bonds. In case of
default all first mortgages shall constitute joint security for all issues of
first-mortgage bonds. The special reserve fund for each issae, however, will
constitute specific security for such Issues only.

In particular cases, out only with the consent of the trustees for the bond-
holders, and with the further approval of the Royal Huugarian Government
Commissioner the institute may. permit the levy of execution by a third party
creditor of any mortgagor on property covered by such mortgage in priority
to-the mortgage, but this right will be availed of only where. its exercise is
deemed to be for the benefit of the institute and of the boldhonders.

Trustee.-The institute agrees that the Central Corporation of Banking
Companies In Budapest shall be appointed trustee on behalf of the bond-
holders to supervise the conduct of the business of the institute and to see
that all of the provisions of the law, of the articles of association, and of
the bonds are duly observed and to approve the investments of the special
reserve fund.

This issue.-The $5,000,000 first mortgage sinking fund 7 per cent gold
bonds, series A dollar bonds, are to be direct obligations of the National
Hungarian Industrial Mortgage Institute (Ltd.). Tie bonds will be in
coupon form, In denomination of $1,000, will be dated November 1, 1928, will
mature November 1, 1948, and will bear interest at the rate of 7 per cenht
per annum from November 1, 1928, payable semiannually on May I and No-
vembor 1 of each year. Principal and interest will be payable in gold coin
of the United States of America of or equal to the standard of weight and
fipeness existing on November 1, 1928, at the principal office of Guarai.ly
Trust Co. of New York, New York City, or at the option of the holder at the
office of the National Hungarian Industrial Mortgage Institute, (Ltd.), In
Budapest (in dollar drafts on New York payable In such gold coin), without
deduction for any taxes or public charges whatsoever now or it any tirki.
hereafter Imposed by the Kingdom of lungary or by any taxing authority
.herecf or therein. Such principal aid interest will io so paid In time of
war as well as in time of peace, whether ilia holder oo the bond. or of any
interest coupon pertaining thereto, is a citizen or a subject of a friendly,
neutral or hostile state, without requiring any declaration as to citizenship,
nationality or residence of such holder, or as to the length of time he has
been in possession of the bond or of such interest coupon, as the case may
be, or as to the date on or price at which he first acquired the same.

According to Hungarian law and the terms of the bonds, coupons 6 years
past due and bonds 20 years past due are void, and the value of forfeited
coupons and bonds Is to be added to the special reserve fund.

Amortization.-The institute agrees that sinking-fund payments will he made
sufflelent to retire the entire issue by maturity. The mortgugors are to make
to the Institute semiannual cumulative amortization payments on their debt,
calculated in accordance with a regular amortization schedule to repay such
loans by the maturity of the bonds in respect of which the mortgages were
created. Such payments are to be applied as and for a sinking fund In the
redemption of bonds at par by half-yearly drawings, the first of which will take
place on May 1, 1929, and the bonds drawn at each half-yearly drawing will be
repaid on the next following November 1 or May 1, as the case may be.

The mortgagors have the right, and under certain circumstances may be re-
quired, to repay their debt in advance of the regular amortization schedule.
Payments of principal made voluntarily in advance of the regular schedule will
be applied to redemption by the purchase of bonds of this issue In the open
market at prices not exceeding par and accrued interest or if bonds are not so
available (or in the case of involuntary payments), such payments will be
applied by additional drawings at par, which will be made in the same manner
as the drawings in respect of the sinking fund. All bonds redeemed shall be
cancelled.

The distinctive numbers of all bonds drawn for sinking fund will be advertised
in two newspapers in New York City at least four months prior to the date on
which they become payable.

The outstanding bonds may likewise be redeemed at the option of the insti-
tute, as a whole, on November 1, 1933, or on any interest date thereafter at par.
Notice of such rMdemption must be given by the institute at least six months
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before the interest date on which redemption will take place, by public adver.
tisement in two newspapers in New York City.

Financial.-These bonds will be the first issue of bonds of the institute, which
has no current or floating debt outstanding at the present time.

Gencral.-Under Hungarian law, these bonds are legal investments in Hun.
gary for trust money, for funds of communities, public bodies, charitable endow.
ments, institutions subject to public control, funds of wards and minors, and
for the investment of the premium reserves of home and foreign Insurance
companies. They may furthermore serve as personal or business surety when-
evor special enactments do not prescribe surety'in cash.

Ilungary.-Hungary is a constitutional parliamentary monarchy with a popu-
lation of over 8,000,000 and comprises an area of 35,900 square mi.es. It is
primarily an agricultural country, but has various industries of which milling.
distilling, sugar refining, iron and coal mining, and textile and machine manu.
facture are among the most important. Hungary has had in recent years a pe.
riod of Industrial development. The total industrial production, which was
estimated in 1925 at $339,630,000, had increased in 1927, according to recent
equivalent to 17.49 cents.
The financial supervision of the League of Nations, initiated in 1924, was

terminated on June 30, 1926, which was considerably before the (late fixed In
the reconstruction program. The ordinary government accounts have shown a
surplus of revenues over expenditures in each year since 1925.

Hungary has been on a gold exchange standard basis since January 1, 1927,
having introduced on that date a new currency unit called the "pengo,"
equivalent to 17.49 cents.

Application will be made to list these bonds on the New York and Boston
Stock Exchanges.

Yours faithfully,
NATIONAL HUNGABIAN INDUSTRIAL MORTGAGE INSTITUTE (LTD.).

COUNT JANOS ZtcIY,
Chatrmam.

PaoF. D. EaNo FIEDMAN.
Managing Director.Approved: D& ANDOR DE IKLODY SZABO,

Royal Hungarian Government (ommiasioner.

$10,000,000 " MONTEATINI" SOCIETA GENERALE PER L'INDUSTRIA MINUAIA u
AGICOLA (ITALY) 10-YEA SINKING FUND 7 PuM CENT GOLD DENTUvm BOND
(WITH DErACHAwA STOCK PURCHASE WARRAfTS)

To be dated January 1, 1927. To mature January 1, 1937.
Cumulative sinking fund sufficient to retire at least half of the entire Issue

by maturity. $1,250,000 of these bonds have been withdrawn for sale In Eng.
land, Sweden, Germany, Holland, and Switzerland.

GUARANTY TausT Co. or Nrw YOaK, TRUvST=

The accompanying letter from Mr. Guido Doneganl, president and managing
director of the company, is summarized by him as follows:

HISTORY AND BUSINESS

The company, generally known as "Montecatin," with its affiliated com-
panies is the largest manufacturer of chemical fertilizers and allied products
In Italy and one of the largest in the world, as well as the largest producer in
Italy of suphuric acid, copper sulphate, nitric acid, nitrocellulose, dynamite and
gunpowder, and chemical raw materials for the artificial silk industry.

Montecatini manufactures approximately 60 per cent of the total Italian pro
duction of chemical fertilizers. Through its extensive and efficient sales organ-
ization and trade agreements with other producers in Italy and in other coun-
tries the company has a strongly predominant position in the distribution in
Italy of all domestic and imported chemical fertilizers.

Ownership of mines which supply the greater part of its raw materials,
favorable long-term contracts for the purchase of phosphate rock, and control
of Its full electrical energy requirements on advantageous terms, place the
company on a sound and well Integrated manufacturing basis.
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PURPOSE oF ISSUE

Proceeds of issue are to be used for extensions and improvements to exist-
ing facilities, for the construction of a plant near Venice for the recovery of
aluminum from bauxite and two new hydroelectric plants in connection with
the proposed aluminum plant and synthetic nitrate works now under construc-
tion, and for additional working capital and general corporate purposes.

THIS ISSUE

The company agrees that, except for purchase money, mortgages, and liens,
and except for pledges of materials or supplies, or accounts or bills receivable,
as security for temporary loans in the usual course of current business, neither
it nor its subsidiaries will mortgage or pledge any property without thereby
securing these bonds ratably with the obligations secured by such mortgage or
pledge. Neither the company nor any of its subsidiaries has at present any
Indebtedness secured by liens on materials, supplies or receivables.

Neither the company nor any of its subsidiaries has any other funded debt.

FINANCIAL

Physical properties of Montecatini and its subsidiaries, excluding less than
75 per cent owned subsidiaries and two small 100 per cent owned companies
and excluding mines, according to a recent appraisal by.Day & Zimmermann,
(Inc.), have a cost of reproduction now, less depreciat.on, of more than.
$28,700,000. The value of the mines, according to the same appraisal, deter-
mined on the basis of earning power, is more than $9,900,000. Ail of the prop-
erties are free from lien. The company's investments in other companies are
conservatively valued by it at $4,000,000. Current assets as of September 30,
1926, at the then current exchange rate, including the proceeds of the present
issue, are conservatively estimated to be more thnn $34,150,000 and current
liabilities less than $11,650,000. Total assets so computed are more than
$76,7M0,000 as against current liabilities of $11,M0),000 mid thli issue. (Cur-
rent liabilities include $3.467,084 since repaid without.? :1Og current assets
and $2,998,276 accrued taxes.)

The capital stock of the company consists of 5,000,000 fully paid shares of
100 lire par value each of which 2,000,000 shares were sold within the put
year at 200 lire per share, the company realizing the equivalent of more than
$16,000,000. In addition the company has authorized sufficient shares, not to
exceed 1.000,000, for issuance upon the exercise of stock purchase warrants to
be issued in connection with the present financing. At present quoted prices
the capital stock has an indicated market value of approximately $47,500,000.

EARNINGS

Net profits of Montecatini and its subsidiaries applicable to interest, con-
verted into dollars at average prevailing rates of exchange, as audited by
Price, Waterhouse & Co. but after increased charges for depreciation and

* depletion as determined by Day & Zimmermann, (Inc.), have been as follows:

Net profits applicable to interest, after depreciatiorn and depletion but before
hiconic taxes

Year ended December 31:
1922 ------------------------------------------------------ $3,180.062
193 -------------------------------------------- 3,415,812
1924 ------------------------------------------------------ 3,423,450
1925 -----------------.------------------------------------ 3,857,708

Average Net Profits-last 4 years $3,469,258 or more than 4% times total
annual interest requirements upon completion of this financing.

Net profits as above for nine months ended September 30, 1926, as prepared
from company statements by Price, Waterhouse & Co. to insure uniformity
of computation, but not audited by them, were $4,514,465. This was at the rate
of $0,019.000 per annum, or more than seven and three-fourths times interest
charges.

Foregoing earnings reflect no benefits from proceeds of this issue and only
limited benefits in 1926 from extensive development program started in 1924
on which over $10,000,000 has already been expended.

I
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STOCK PLUCHASK WARH..NT.

Each bond when issued will carry a detachable stock purchase warrant
entitling the holder to purchase 54) shares in the case of at $1.001) bond and 25
shares in the case of a $500 bond of fully paid capital stock of the company
of the par value of 100 lire each tit the following prives: July 1. 1927, to June
30, 1930, $11.50 per share; July 1, 1930, to June 'A, $12 per share; provided,
however, that the price shall not be less than 100 lire per share.
The range In market price of the company's stock on the Milan Bourse,

dividend payments, and earnings per share (after Increased depreciation and
depletion as determined by Day & Zimmermann Inc.) in recent years have
been a follows:

Price range (dollar
equivalent) I Dividends Earned

year paid pershare
Low High

Per cent Per cent
1922 ............................................................ $.96 $8.61 15 23.27
1923 ........................................................... 8.25 10.13 15 30. 1
124 ........................................................... 9.Co 3.48 15 24.68

............................................................ 9.63 12.87 is 23.4
1928.............................................. 7. 52 10.32 (1) 27.78

IAt the then current rate of exchange.
ITo be determined at company's annual meeting to be hell in March, 1927.
8 Partially estimated.

The present price of the stock Is 222 lire, equivalent at the current exchange
rate to about $9.50.

GENERAL

About three-fourths of Italy's population Is engaged directly or indirectly
in agriculture. The Government is cooperating with the fertilizer Industry
with notably successful results to increase the use of chemical fertilizer in
order to Improve crop yields and thereby reduce the imports of wheat and
other food products.

These bonds have been listed on the Boston Stock Exchange and it Is ex.
pected that application will be made to list them on the New York Stock
Exchange.

Autbor.zed and presently to be issued, $10,000,000. Coupon bonds in denom-
inations of $1,000 and $500. Interest payable January 1 and July 1. Principal
and interest payable in New York City at the principal office of Guaranty
Trust Co. of New York, or, at the option of the holder, at the office of Inter-
national Acceptance Securities & Trust Co., in gold coin of the United States
of America of or equal to standard of weight and fineness existing January
1, 1927, without deduction for any taxes, imposts, levies, or duties of any
nature now or at any time hereafter imposed by the Kingdom of Italy or by
any taxing authority thereof or therein.

Redeemable as a whole or In part at the option of the company on any
interest date upon 60 days' notice at 102 per cent and accrued Interest on or
before January 1, 1932, and at 100 per cent and accrued interest thereafter,
96Yj and interest, to yield over 7.50 per cent.

When, as, and if issued and received by us and subject to approval of counsel.
All legal details to be passed on for the bankers by Messrs. Hornblower,
Miller & Garrison, New York and Pals, and Avv. Roberto Pozzi, Milan, and
for the company by Avv. Camillo Giussani, Milan. It is expected that interim
or trust receipts of Guaranty Trust Co. of New York will be ready for delivery
on or about February 9, 1927.

GUARANTY CO. OF' NEW YORK. MABsHiALL Fzn, GLORE, WAUr & Co.
INTEaNATIONAL ACCEPTANCE BANK (INc.).
BLYTH, WITER & CO.
BANCA COMMERCIAL ITALIANA TnusT Co.
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"MoNTwTvx" SoCIEM GENSoALU p L'NIDUSTWA MINERAVA on AoawcoLA,
Milan, Italy, Janw'ry 26, 1927.

GUARANTY CO. OF NEW YORK, MARSHALL FIEL, Gwn0, WARD & Co.
Dun Sins: In connection with the issue of $10,000,000 10-year sinking fund

I per cent gold debenture bonds of "Montecatinl" Socletft Generale per 1'In-
dustria Minerarla ed Agricola, I take great pleasure in giving you the follow-
iag information:

HISTORY AND BUSINESS

The company, generally known as Montecatini, with its affiliated com-
panies is the largest manufacturer of chemical fertilizers and allied products
in Italy and one of the largest in the world. Founded in 1888 it has grown,
through natural development and through acquisition of other companies, from
a small mining concern supplying raw materials to fertilizer manufacturers to
be itself the predominant factor in the fertilizer industry in Italy.

Directly or through affiliated companies Montecatini Is also the largest pro-
ducer In Italy of sulphurle acid, copper sulphate, nitric acid, nitrocellulose,
dynamite and gunpowder, and chemical raw materials for the artificial silk
industry; is an important factor in the mining and refining of sulphur, manu-
factures an extensive line of chemical and pharmaceutical supplies, and prac-
tically controls the glue and glue products business in Italy.

The importance of the company and Its affiliations in the industry is indi-
cated by the following table of production and sales of principal items in 1926:

(in metric tons; I metric ton equals 1.102 tons avoirdupois]

Monte- Total onte- total
catini Italian Italian
produe- produce. ctcni

tion tion ton

Iron pyrites .................................................... 415,000 680,000 1400,000 a 680,000
Sulphur ....................................................... .72.500 280.000 72,000 170,000
Suiphuricacid ........................................... 68,000 1.150,000 '73,000 1,1',000
Superphosphates .......................................... .935.000 ,560.000 940.000 1,0.000
Coper swphate .......................................... 68, 000 100.000 67,00 95.000
Caclcocyanam1de .............................................. 0,700 52,500 74, 800 85,000
fulphate of ammonia ........................................... 35.500 57, 600 42,300 6%000
Nirateofamnia......................................... 5,200 5,200 5,200 5.300
Nitrateofsoda ........................................................ 11.700 48000

'Including 217,000 tons used by Montecatlnl group.
'Balance of Montecatini production used in manufacture of superphosphates.

The company has an extensive and efficiently operated sales organization and
hits entered into trade agreements with other producers in Italy and in other
countries as a result of which it has a strongly predominant position in the
distribution in Italy of all domestic and imported chemical fertilizers.

A program for the development of synthetic nitrate production which was
started two years ago is rapidly nearing completion and will enable the com-
pany to supply all of the nitrate fertilizers now being imported and should
result in substantially increased earnings.

In addition to mines, manufacturing plants, marble quarries, etc., the company
owns or controls hydroelectric plants with a total capacity, including secondary
Power, of more than 50,000 kilowatts. It also has favorable long-term contracts
for the purchase of more than 500,000.000 kilowatt-hours per annum. Including
purchased power and the output of its own existing or nearly completed plants,
the company will have available 1,000,000,000 kilowatt-hours per annum, which
will supply on advantageous terms all the electrical energy required for its elec-
trochemical processes. This, together with ownership of mines supplying most
of Its raw iiaterlal requirements, and favorable long-term contracts for the pur-
chase of phosphate rock, places the company on a sound and well-integrated
manufacturing basis.

The company also owns a fleet of four steamers and various lighter craft
with a total deadweight tonnage of 16,400 tons for the transportation of riw
materials, and 7,385 acres of agricultural lands used largely for experimental

112928-- -32-PT~ 2 -50
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and demonstration purposes. Including affiliated corporations, Montecatilni has
more than 16,000 employees.

The properties of the company and its subsidiaries are well distributed
throughout Italy, with some in Sicily and Sardinia, and, in the opinion of
American engineers, are well constructed, adequately maintained, and efficiently
operated.

Purpose of iesue.-The proceeds of the present issue are to he used for exten.
sons and improvements to existing aellities and the construction of a plant
near Venice for the recovery of aluminum from bauxite and two new hydro.
electric plants with a capacity of 35.200 kilowatts in connection with the pro.
posed aluminum plant and synthetic nitrate works now under construction, and
for additional working capital and general corporate purposes. These additions
and improvements are expected to result in substantially increased earnings.

Thi8 f.tue.-The bonds of the present issue are to be the direct obligations of
the company, which will covenant that, except in the case of purchase money
mortgages and liens, and except in cage of pledges of materials or supplies, or
accounts or bills receivable, as security for temporary loans in the usual course
of current business for terms not exceeding one year, neither it nor Its subsid-
iaries will mortgage or pledge any of its or their property without thereby
securing these bonds ratably with the obligations secured by such mortgage or
pledge. Neither the company nor any of its subsidiaries has at present any
indebtedness secured by liens on materials, supplies, or receivable..

Neither the company nor any of its subsidiaries has any other funded debt.
The bonds were authorized by the stockholders at the extraordinary meeting

of stockholders on January 12, 1927.
Sinking fund.-The company agrees to establish a cumulative sinking fund,

payable semiannually, sufficient to retire at least half of the entire issue by
maturity. The company shall have the right to make sinking fund payments
in bonds at par in lieu of cash. To the extent that sinking fund installments
shall not be paid in bonds, available moneys are to be applied to the purchased of
bonds, if obtainable, at not exceeding 102 per cent and accrued interest up to
and including January 1, 1932. and at not exceeding 100 per cent and accrued
interest thereafter, or if not so obtainable, to the redemption of bonds, to be
called by lot, at the then current redemption price and accrued interest.

FinanelaL-The physical properties of Montecatini and its subsidiaries, ex-
cluding less than 75 per cent owned subsidiaries and two small 100 per cent
owned companies and excluding mines, according to a recent appraisal by
Day & Zimmermann (Inc.), have a cost of reproduction new, less depreciation,
of more than $28,700,000. The value of the mines, according to the same ap-
praisal, determined on the basis of earning power, is more than $9,900,000.
All of the properties are free from lien. The company's investments in
other companies are conservatively valued by it at $4,000,000. Current
assets as of September 30, 1926, at the then current exchange rate, including
the proceeds of the present Issue, are conservatively estimated to be more than
$34,150,000 and current liabilities less than $11.650,000. Total assets so com-
puted are more than $76,750,000, as against current liabilities of $11,650,000 and
this issue. (Current liabilities include $3,467,084, since repaid without re-
ducing current assets, and $2.998,276 accrued taxes.

The capital stock of the company consists of 5,(00,000 fully paid shares of
100 lire par value each of which .2,000,000 shares were sold within the past
year at 200 lire par share, the company realizing the equivalent of more than
$16.000,000. In addition the company has authorized sufficient shares, not to
exceed 1,000,000, for issuance upon the exercise of stock purchase warrants to
be issued In connection with the present financing. At present quoted prices
the capital stock has an indicated market value of approximately $47,500,000.

Earnings.-Net profits of Montecatini and subsidiaries applicable to interest
during the past four years, converted into dollars at average prevailing rates
of exchange, as audited by Price, Waterhouse & Co. but after allowing for in
creased charges for depreciation and depletion as determined by Day & Zimmer-
mann .(Inc.), have been as follows:

Net profit. applicable to interest, after depreciation and depletion but
before income ta'es

Year ended Dee. 81:
1922 --------------- ----------------------------- $3,180,062
1923 --------------------------------------------- 8,415,812
1924------------------------------ 3, 423,450
1925 --------------------------------------------- 3,857,706
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Net profits applicable to interest, as shown above, averaged over $3,469,258
per annum. This is equivalent to more than four and one-half times total
annual interest requirements upon eomplition of this financing. For tile year
en(dd December 31, 1125, such profits were more than 5 times such interest
charges.

Net profits as above for nine months ended September 30, 1920, as prepared
from company statements by Price, Waterhouse & Co. to insure uniformity
of computation, but not audited by them, were $4,514,465. This was at the
rate of $6,019,000 per annum. or more than seven and three-fourths times
interest charges.

The foregoing earnings do not, of course, reflect any benefits from the
proceeds of this issue, nor do they reflect prior to 1926 and only to a limited
extent in that year, the results of Montecatini's large development program
started in 1924 since which time over $10,000,000 has already been expended.

Stock purchase warrants.-Each bond when issued will carry a detachable
stock purchase warrant entitling the holder to purchase .50 shares in the
case of a $1,000 bond and 25 shares in the case of a $500 bond of fully
paid capital stock of the company of the par value of 100 lire each at the
following prices: July 1, 1927, to June 30, 1930, $11.50 per share; July 1, 1930,
to June 30, 1932. $12 per share; provided, however, that the price shall not
be less than 100 lire per share.

Warrants may be exercised and the required payments mad.- at the principal
otli e of Guaranty Trust Co. of New York, New York City, or, at the option
of the holder, at the office of Banca Commerciale Italiana, Milan, Italy, where-
upon the company will cause to be delivered the appropriate number of
share certificates. The company will covenant 0 protect the interests of
the holders of the warrants in case of a change in the par value of the
stock, In case of the issuance of additional shares of stock as a stock dividend.
and in case of the issuance of additional shares for a consideration of cash
or property less than the above prices.

The range in market price of the company's stock on the Milan Bourse,
dividend payments and earnings per share (after increased depreciation and
depletion as determined by Day & Zlmmermann, (Inc.), in recent years have
been as follows:

Price rante, dollar
Year equivalent I Dividends Earedper

paid share
Low High1

Per ceaf Per cent
1922 ............................................... $6.06 1 8 61 15 2 .27
1923 ............................................... 8.2 10.13 15 3 1

M4 .................................................... 9.60 13. 46 15 24. 68
I929 .............................................. 8...... 9.6 1.87 Is 2365IM2 .................................................... 7. 52 10. 32 () 8 27. 70

3 At the then current rate of exchange; lirs quotations were as follows: 1922, low 130, high 172; 1923, low
171, high 234; 1924, low 221, high 303; 1925, low 241, high 314; 1926. low 167, high 257.2 To be determined at company's annual meeting to be held In March, 1927.Partially estimated.

Dividends have been paid In each year since 1910, the dollar equivalent hav-
ing been not less than $0.63 per share (in 1921) and averaging $0.99 per share.
The latest dividend was equivalent to $0.72 per share at the then current rate of
exchange.

The present price of the st ck Is 222 lire, equivalent at the current exchange
rate to about $9.50.

General.-Montecatini Is an enterprise of national scope and of great impor-
tance In the economic life of Italy.

Italy is primarily an agricultural country, about three-fourths of its popula.
tion being engaged directly or indirectly in the raising of food products from
the soil. The Government is cooperating with the fertilizer Industry with
ixotably successful results in a nation-wide campaign to encourage the increased
use of chemical fertilizer in order to improve crop yields and thereby reduce the
imports of wheat and other food products.
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These bonds have been listed on the Boston stock exchange and It is expected
that application will be made to list them on the New York stock exchange.

Very truly yours,
GuiDo DONMANI,

President and Managing Director.

$15,000,000 TOHO EYX'IxC PowEa COMPANY, LIMITED (ToHo DLNaYOKU KABU-
SHIKI KAISHA). FIRST MonToAro (KANSA DIVISION) SINKING FUND 7 PER
CENT GoD BONDS Su za A

Dated March 15. 1925. Due March 15, 1955.

SINKING FUND TO BE PROVIDE) SUFICIENT TO RETIRE ALI. SERIES A BONDS BY
MATURITY

Sinking fund to retire at least $125,000 par value of bonds each six months
prior to March 15, 1930, by purchase in the open market or by call by lot at par
and interest; on September 15, 1930. and each succeeding Interest date there-
after, the sinking fund is to retire one-tiftleth of the bonds outstanding as of
March 15, 1930, through call by lot at 100 per cent and interest. Mitsui Bank
(Ltd.), Tokyo, trustee, Guaranty Trust Co. of New York, fiscal agent.

Mr. Y. Matsunaga, vice president of the company, has summarized his accom-
panying letter to us as follows:

BUSINESS AND TERRITORY

Toho Electric Power Co. (Ltd.), directly or through subsidiaries, supplies
practically without competition electric light and power to over 4,000,000 people
in a territory of approximately 4,000 square miles. It Is the second largest
retail distributor of electric energy in Japan.

Operations of predeccs.-wr companies began as early as 1889. Since that date
the number of power and lighting rustnmer, has consistently increased to .ts
present total of approximately 000,0:0.

The company operates mainly in two distinct areas. the Kansai nianufactur.
lag district in and around Nagoya. Gifu. Nara, and Toychashi in central Japan
and the industrially Important Kyushu district in and around Fukuoka and
Nagasaki in southern Japan. These districts constitute two of the most impor-
tant commercial and Industrial sections (If Japan.

PROP RTy

The company's generating stations have a total capacity of 147,W3 kilowatts,
including the Nagoya steam plant, under construction, with an Initial 35,000,.
kilowatt turbine (the largest in Japan). The ultimate capacity of the Nagoya
plant will be 105,000 kilowatts, The company also controls an additional 79,250
kilowatts under favorable contracts, principally with closely affiliated com-
panies. Other property owned or under construction includes substations with
294,352-kilovolt-ampere capacity, over 8.200 miles of transmission and distribu-
tion lines, and valuable water-power sites.

The depreciated value of the physical properties alone, including the new
Nagoya plant, Is estimated by independent engineers to exceed $47,000,000. This
does not include investments In other public-utility companies of an indicated
market value of approximately $17,900,000.

SECI'l ITY

These bonds are to be the direct obligation of the company and in addition
are to be specifically secured by a first-mortgage lien, supplemented by assign-
ments, covering all of the company's property in the Kansal division. By
subsequent registration, hereafter acquired property in the Kansal division is to
be included under the mortgage.

The present depreciated value of the property to be mortgaged has been
conservatively estimated by independent engineers to be in excess of $30,000,000,
or more than twice the amount oL these bonds.

The properties to be mortgaged, Including those under construction, will
Include generating stations with an Installed capacity of 78,813 kilowatts.



SALE OF FOREIGN BONDS OR SECURITIES 1083

substations with a total capacity of 210,392 kilovolt amperes and approximately
4,735 miles of transmission and distribution lines, constituting a complete
operating system serving more than 556,000 customers in the important manu-
facturing district in and around Negoya.

Additional bonds under the indenture shall not be issued for more than 50
per cent of the cost or appraisal value, whichever is lower, of permanent
improvements or additions to the mortgaged property; and then only when net
earnings, after maintenance but before depreciation, available for interest are
three times annual interest requirements, all as set forth in the indenture.

PURPOSE OF ISSUE

The proceeds of these bonds are to be used for the retirement of all outstand.
lag bills payable, for the completion of the Nagoya plant, and for the purchase
and installation of other new plant and equipment.

JA acnitijb
10 all proliertles now constituting the system

Operating Gross
expenses ' income

Gros mainte- (including
12 months ended Oct. 31 operating nance, other In-

earnings taxes, and come) avail-
deprecla- able for

tlon interest

19213 .............................. ................ ........... $9.223. 9,5 $6,745,059 $4, 958, 725
19222 ........ ............. . . ........................... 10.375.384 # ,, 970,067 5,455,439
1923 ............................................................... 13,67,779 8. 57, 003 1,376.8
1924 ............................................................... 14. W4,383 9,645,512 7,174,839

112 months ended Nov. 30.
2 11 months ended Oct. 31.

The above figures for 1921 and 1922 have been taken from the company's books and have been approved
by the shareholders. The 1923 and t424 figures shown above have been audited by Messrs. Harold Bel,
Taylor & ('o,, chartered accountants.

(Conversions of earnings and interest charges from Japanese to United States currency have been made
conservatively at the rate of .3s] cents per yen, and from British to United States currency at the rate of
$4.75 per pound sterling.)

For the 12 months ended October 31. 1924, net operating earnings (if the
mortgaged properties alone, after charging them with their proportionate share
of overheadl, anlounted to more tiha two atnd six tenths times the maximum
annual interest requirements on this issue.

Annual interest clrges ol total funded debt to be outstanding upon com-
pletion of present financing amount to $2,444,110. For the 12 monthm ended
October 31, 1924, the $7,174,839 available for interest amounted to approxi-
imately three thnes such charges.

CA:. III', T ,IZ.\TIION

(To be outstltnding uplon completion of present iiiancilg)

First mortgage bonds (this Issue) ...... -------------------- $15,000,000
5 per cent sterling loan, due 1945' ----------------------------- 1,460, 000
Unsecured debentures2= .....-------------------------------- 22,100, 000
Paid-up capital stock ' ............. 51, 102,112

Under Japanese law total funded debt may int exceed the ajotnt of paid-up
capital stock.

Dividends are now being paid at the rate of 12 per cent per annuim, and have
been paid at the rate of not less tilan 8 per cent per annum on stock of this
company and atll important constituent companies from time to time outstand-

&To be secured by pledge of certain investments In affiliated companies and Issued In
London with the guarantee of the British Government under the provisions of Its Trade
Facilities Act.

'Various maturities 1926-1929.'An additional $18,808,488 authorized capital stock has been subscribed for and Isobject to the company's call.
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ing during the past 10 years. More than 20,000 stockholders own the outstand-
ing capital stock, which at present quotations has an indicated market value in
excess of $49,000,000, using exchange at the rate of 38% cents per yen.

Except as noted, all conversions from Japanese to United States currency
have been made for convenience at 50 cents per yen (parity, 49.85 cents per
yen) and conversions from British to United States currency have been made
for convenience at 50 cents per yen (parity, 49.85 cents per yen) and con.
versions from British to United States currency have been made at parity,
$4.8665 per pound sterling. It Is expected that application will be made to
list these bonds on the New York Stock Exchange.

To be authorized, $30,000,000. To be issued now, $15,000,000. Principal and
interest (September 15 and March 15), payable in New York at the office of
Guaranty Trust Co. of New York, fiscal agent, in United States gold coin of
the standard of weight and fineness existing on March 15, 1025 (or, at the
option of the holder, in London in sterling at $4.8005 to the pound sterling),
without deduction for any Japanese taxes when held by other than residents
of Japan. Coupon bonds in denominations of $1,000 and $500. Callable ls a
whole or in part on any interest date after 60 days' notice at 100 per cent and
interest. Ninety and one-half and interest, to yield over 7.80 per cent.

These bonds are offered for delivery when, as, and if, issued and received by
us, subject to approval of all legal proceedings by Amercan an(d Japanese coun-
sel. It is expected that interim receipts of the Guaranty Trust Co. of New York
will be ready for delivery on or about March 25, 1925. All legal matters per-
taining to this issue will be passed ulmn for the bankers by Messrs. Davis, Polk,
Wardwell, Gardiner, and Reed, of New York, and by Dr. S. Kisbi of Tokyo, and
for the company by Dr. T. Aoki and by Messrs. Melvor. Kanffiimn, Smith, and
Yamamoto, of Tokyo.

GI.IAH.NTY ('. O1F NEW YORK.

ToHo ELzersio Powim Co. (LTD.).
(Tonro Di-.NRYOKI KAHV'surixi KAISHtA)

Tokyo, Japan. March 6. 1925.

(ToHo DzNRYoKu KABU5miKi KA11sA)

GUARANTY CO. OF NEW YORK.

GEu14MMEN: With reference to the authorization of $30,0"),000 and the
present issue of $15.000.000 first mortgage (Kansal division) sinking fand 7
per, cent gold bonds, series A, of Toho Electric Power Co. (Ltd.), I take
pleasure in giving you the following information:

nusINEss AND TERRiTOHY

Toho Electric Power (:o. (Ltd.), incorporated In June. 1922, represents a
consolidation of numerous predecessor companies which for many years had
been primarily engaged in the distribution of electric light nid power. Opera-
tions of predecessor companies began as early as 1889.

It Is, next to the Tokyo Electric Light Co. (Ltd.), tie largest retail distribu-
tor of electric energy in Japan. Directly or through subsidiaries, it supplies
practically without competition electric light and power to over 4,000,000.
people in a territory of approximately 4,000 square miles.

The company operates mainly in two distinct areas, the Kmnsai inanufac-
turing district In and around Nagoya. Gilfu. Nan. and Toyohlashi in central
Japan and the industrially important Kyusbu district in and around Fukuoka
and Nagasaki in southern Japan. These districts constitute two of the meost
Important commercial and industrial sections of Japan.

Electric lighting is used for street Illumination and is to Ibe found in prac-
tically all city residences and in cottages in outlying sections. The use of
electric appliances, especially for heating. eookinu and ftans, has shown much
growth, and this business is st!ll in its int'nuey. The lt:'gest n-e of electricity,
however, is to furnish power for the growing and diversified munnuacturing
enterprises, such as cotton spinning mills, porcelain and china factories, ice
factories, clock and watch factories, cement mills, steel mills, shipyards, ma-
thine shops, and electric railways.
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PRoPERTY

The company generates und purchases power for distribution. The gene-
rating stations have a total capacity of 147,53 kilowatts including the Nagoya
steam plant, under construction, with an initial 35,000 kilowatt turbine (the
largest in Japan). The ultimate capacity of the Nagoya plant will be 105000
kilowatts. The company also controls an additional 79,250 kilowatts under
favorable contracts, principally with closely affiliated companies. Other prop-
erty owned or under construction includes substations with a total capacity
of 294,352 kilovolt amperes and over 8,200 miles of transmission and distribution
lines, all of which have been maintained in first class operating condition,
az well as many valuable water-power sites principally on the Teuryu Itiver
which the company plans to develop. As is usual with Japanese electric
distributing companies, the company also often owns the fixtures and appli-
ances used by its customers, in somewhat the same way as telephones are
owned by the telephone companies in the United States.

The present depreciated value of the physical properties of the company,
exclusive of all overhead costs, inangible and water right,, but including the
new Nagoya station, has been estimated by independent engineers to exceed
$47,000,000.

In addition tile company has investments in 17 other utility companies,
many of which are operated under the supervision of the Toho company, of an
indicated market value of approximately $17,900000. These affiliated com-
panies include 8 electric generating and distributing companies. 3 street rail-
way companies, 4 electric apparatus manufacturing companies, 1 gas and
electric company, and I artificial gas company, the Toho Gas Co. which rep-
resents the largest single investment and which is a modern and successful
coal-gas property through which the Toho Electric Power Co. (Ltd.). controls
the entire gas business in Nagoya. Another substantial investment consists
of stock of the Great Consolidated Electric Power Co. (Daido). It is expected
that some of these affiliated companies will eventually become Integral parts
of the Toho system.

GIeWTll

Since October :31, 1920, the number of Jighting customers of companies now
constituting the Toho system has increased from 625,533 to 877,871, an Increase
of 42 per cent and the number ot power customers has increased from 8,525 to
21,643, an increase of 150 per vent. Similarly the output for lighting has in-
creased from 84,293.217 kilowatt-hours to 163,970,120 kilowatt-hours and for
power from 216.006,924 kilowatt-hours to 457,024.646 kilowatt-hours, or 95 and
110 per cent, respectively.

The peak load demand oil the Toho system for the past 6 years has Increased
at an average rate of about 15 per cent per annum, and in order to meet this
expansion the company has steadily enlarged and extended its facil ties for
electric service. Believing that this demand will continue to increase, a com-
prehensive study of the power requirements throngh 1932 has been made, which
indicates an increase in peak load from 154,000 kilowatts in 10924 to more than
420,000 kilowatts in 1932. In consequence the company plans further to increase
its generating capacity from 147,563 to 3 :6,000 kilowatts and its purchased
power from 79,250 to 185,000 kilowatts. Ti:s purchased power will be obtained
under favorable long-term contracts with other electric companies. The con-
tract with the Great Conisolidated Electric Power Co. (Ltd.) (Maldo), the
largest of such companies. provides that Toho Electric Power Co. (Ltd.), is
entitled to receive power in preference to all other companies opernt~ng in its
territory until 1948, and is subject to renewal thereafter.

LQFCURi7Y

These bods are to be the direct obligaton of the company and In addition
are to be specifically secured by a first-mortgage lien, supplemented by assign-
ments, and covering all of lhe company's property in the Kansal division.
By subsequent registration, all hereafter acquired property in the Kansal
division Is to be included under the mortgage. Under Japanese law the trustee
has power independently of the company to make such registrations.

The present depreciated value of the physical property to be mortgaged has
been conservatively estimated by independent engineers, to be in excess of
$30,000,000, or more than twice the amount of these bonds.
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The properties to be mortgaged constitute over 60 per cent of the total
physical assets of the company and will include generating stations with an
installed capacity of 78,813 kilowatts, substations with a total capacity of
210,392 kilovolt-amperes and approximately 4,735 miles of transmission and
distribution lines. They constitute a complete operating system serving more
than 556,000 customers In the important Kansal manufacturing district cen.
tering around the important and growing city of Nagoya.

The Imperial Japanese Governmer.t has consented to the mortgaging of
these properties to secure these bopnis and has given formal assurance that if
properties are purchased by the Imperial Government or by nlunicipalities, the
rights of bondholders will be safeguarded.

Concessions for water rights and licenses for the generation and sale of
power in Japan are granted under the authority of the Imperial Government
which has general supervisory power over such companies and reserves the
Inherent soverekin right to extend or revoke such grants umidr certain condi-
tions. All important franchises of the company extend beyond the maturity of
these series A bonds. Franchises, ieenses. water rights, an(d power contracts
can not ho mortgaged in Japan, but the company will deposit with the trustee,
as further security, assignments of all its property of this character pertaining
to the Kmsai dlivisiol.

ISSUANCE OIF .AI)DITIONAL I1aNn.

The indenture under which the first-mortgage (Kansal division) gold bonds
are to be issued limits the aggregate amount of bonds at any time outstanding,
which may be issued thereunder, to $30,000.000. Additional bonds shall mature
at a date or dates later than the present issue but may have such rate of
interest, sinking fund, and other provisions as the company may determine,
and may he issued only for not more than 510 per cent of the cost or appraised
value, whichever is lower, of permanent improvements or additions to time
mortgaged property. No additional bonds may be Issued under time indenture
unless net earnings, after maintenance bt before depreciation, available for
interest, as defined in time Indenture, for 12 consecutive ealendair months out of
the 15 immediately preceding, have equaled at least three times the annual
interest requirements of all the outstanding funded debt of tile company,
including the bonds proposed to be issued.

The company will covenant that, so long as any oif these bonds remain
outstanding, none of its other physical properties now owned or hereafter
acquired will be mortgaged to an amount exceeding 50 per cent of their fair
value, as defined in the indenture; and It will also covenant not to create debts
of any character having a maturity of more than three years unless net
earnings, after maintenance but before depreciation, available for payment of
Int -est, as defined In the Indenture, for 12 consecutive months out of the
nex, preceding 15, shall have equalled at least twice the annual interest
requirements on its total funded debt Including the obligations proposed to be
issued.

PURPOSE OF ISSUE

The proceeds of these bonds are to be used for the retirement of all out-
standing bills payable, for the completion of the Nagoya plant and for the
purchase and installation of other new plant and equipment.
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earnings of all properties now constituting the system

Operating Oo" In.
Gross oper. exesi cmudin-exe d luding

12 months ended Oct. 31 atrng earn-
ainpe able for In-
clation terest

19211 ............................................................... $9,223,695 t,745,059 $4,958,725
1922 ............................................................... 10,375,384 6,970.067 5,451%439
1923 ................................................................ 13,267,770 8,577,003 6 376, 850
194 ................................................................ 14,654,383 9,055,512 7,174,839

A 12 months ended No. 30.
111 months ended Oct. 31.
The above figures for 1921 and 1922 have been taken fh m the company's book and have been approvedby the shareholders. The 1923 and 1921 figure., shown a nove hve been audited by Mesrs. Harold Dell,

Taylor & Co., chartered accountants.
(Conversions of Pamings and Interest charges from Ji. mese to United States currency have been made

conservatively at the rate of 38y5 cents per yen, and froin, British to United States currency at the rate of
$4.75 per pound sterling.)

For the 12 months ended October 31, 1024, net operating earnings of the
mortgaged properties alone, after charging theam with their proportionate
share of overhead, amounted to more than 2.6 times the maximum annual
interest requirements on this itue.

Annual interest charges on total funded debt to be outstanding upon com-
pletion of present financing amount to $2,444,110. For the 12 months ended
October 31, 1924, the $7,174,839 available for interest amounted to approximately
three times such charges.

Approximately 45 per cent of gross revenues are derived from electric light,
85 per cent from electric power, 7 per cent from miscellaneous and 13 per cent
from Interest and dividends on securities owned.

Capitalization

[To be outstanding upon completion of present financing]

Authorized Outsianld.iag

Flist mortgage bonds (this issue) ........................................ $30,000,000 $15,000
5 per cent sterling loan, due 1945 (to be secured by gleage of certain Investments

n afilated companies and Issued in London witI the guaranty of the British
Government under the provisions of its trade facilities act) .......... 1,460,000 1,460.000

Urnsecured debentures maturing 1926-1929 ............................... [ () 22,100,000
Capital stock (shares of $25 par value) ........................................... 69,910, 600 51,102,112

2 Under Japanese law total funded debt may not exceed the amount of paid-up capital stock.
f Of the $69,910.600 authorized capital stock $51,102,112 has actually been paid up. The remaining

amount has been subscribed for and is subject to the company's call.
(Except as noted, all conversions from Japanese to United States currency have been made for con.

venience at the rate of 50 cents per yen, parity being 49.8 cents per yen and conversions of pounds sterling
into dollars have been made at parity exchange, $4.865 per pound sterling).

DIVIDENDS

Dividends are now being Iid at the rate of 12 per cent per annum, and have
been Daid at the rate of not lpss than 8 per cent per annum on stock of this
company and all Important constituent companies from time to time outstanding
during the past 10 years, More than 20,000 stockholders own the outstanding
capital stoek, which at present quotations has an indicated market value In
excess of $49,000,000, using exchange at the rate of 38%./ cents per yen.
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SINKING FUND

The company agrees to the establishment of a sinking fund, the due operation
of which will retire the entire $15.000.000 of these bonds by maturity. The
sinking fund is to retire at least $125,000 par value of bonds each six months
prior to March 15, 1930, by purchase in the opeu market or by call by lot at
par and interest; on September 15, 1930, and each succeeding interest date
thereafter, the sinking fund is to retire one-fiftieth of the bonds outstanding as
of March 15, 1930, through call by lot at 100 per cent and interest.

MANAGEMENT

The directorate of the Toho Electric Power Co. (Ltd.) is composed of
prominent and successful business men. most of whom are residents of the
territory served. The operation of the property is in the hands of skilled
engineers, many of whom received their technical training in the United States
and are familiar with the most modern practices of public utility operation.

GENERAL

The use of electricity In Japan has been developed to a remarkable extent.
There Is probably a greater proportion of houses of all kinds illuminated elec-
trically than is the case in any other country In the world. In the number of
homes wired for electricity, Japan is said to be second only to the United States.
The use of electric energy for industrial purposes is also extending rapidly,
and* practically all large factories and works are now electrically driven.
Furthermore, the Government Is giving careful study to the electrification of
railroads, and the electric companies are making plans to meet these require-
ments.

As the future economic life of Japan is so thoroughly dependent upon the
generation of cheap electrical power, the Government has given much encour.
agement to its development. In this matter the Toho Electric Power Co. (Ltd.),
and its affilliated companies, expect to play an increasingly important part by
developing the valuable water power sites which they now hold by concession
of the Imperial Japanese Government.

Very truly yours,
Y. MATSUNAGA, Vice President.

TEN MmmLIoN DoLLAR ToHo ELIc-ralo Powes Co. (LT%) (Tono DnNYyoKU
KABUSHIIKI KAISHA) 3-YEAa 6 PEn CrL., GoLD NoT

To be dated July 15. 1926. To mature ;fuly 15, 1929. Guaranty Trust Co.
of New York, trustee.

Mr. Y. Matsunaga, vice president of the company, has summarized his accom-
panying letter to us as follows:

Business and territory.-Toho Electric Power Co. (Ltd.), directly or indi-
rectly, supplies practically without competition electric light and power to over
5.500,000 people in a territory of approximately 4.000 square miles. It is the
second largest retail distributor of electric energy in Japan.

The company operates mainly in two distinct areas, the Kansal manufactur-
ing district in and around Nagoya, Gifu, Nara, and Toyohashl in central Japan
and the industrially important Kyushu district in and around Shimonoseki,
Fukuoka, and Nagasaki in southern Japan.

Property.-The company now has in. operation or under construction electric
generating stations having a total capacity of 189,593 kilowatts, including the
new Nagoya steam plant, in which a second 35,000-kilowatt unit is now being
Installed. The company also controls an additional 108,500 kilowatts under
favorable contrats with nine neighboring hydroelectric companies and one
farmers' association. Other property now owned or under construction includes
substations with 501,020 kilovolt-amperes transformer capacity, more than
9,200 route-miles of transmission and distribution lines and valuable untlevel-
oped water-power sites.

Purpose of Wsue.-Unpaid Installments of $9,404,244 on the company's sub-
scribed capital stock are to be called for payment to be made on or before
December 31, 1926. The proceeds of this payment on stock and of these notes
are to be used to pay the entire existing bank indebtedness of the company and
approximately $9,887,500 of its funded debt (maturing or to be retired by sink-
ing funds during 1926 and 1927), for the construction and acquisition of addi-
tional property, and for other corporate purposes.

I
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Capitalization.- (Giving effect to this issue and the $9,404,244 call on
capital).
Paid up capital stock' --------------------------------- $60,506,356
Debentures issued in Japan (maturing 1929-1936) -------------- 10,937, 0
8-year 6 per cent gold notes due 1929 (this issue) --------------- 10,000,000
5 per cent sterling debentures due 1945 guaranteed by British

treasury under trade facilities act ------------------------- 1,459, 950
First mortgage (Kansal division) 7 per cent bonds due 1955 .--- 14, 375,000

Total capitalization --------------------------------------- 97,278,806

The company also has outstanding inlorsements on behalf of allied companies
amounting to $2,420,000.

Of the foregoing capitalization, paid-up capital stock will comprise more
than 60 per cent and funded debt less than 40 per cent. Of the latter con-
siderably less than half is secured. The secured issues Pre the 5 per cent ster-
ling debentures (under which are pledged certain stock Investments) and the
first mortgage (Kansal division) 7 per cent bonds, which have a lien on the
company's fixed property in the Kansal division. Additional amounts of bonds
may be Issued under this mortgage for not more than .50 per cent of permanent
improvements or additions to the mortgaged property.

Valuatlon.-The depreciated vale of the company's physical properties, on
the basis of 19)24 estimates by independent engineers, plus subsequent net
capital expenditures, is in excess of $56,000,000. The entire Kyushu division,
constituting approximately $20,000,000 of this physical property valuation, is
free from lien of ainy kind. In addition, the company owns directly or indi-
rectly, as through the TLoho Securities Co. (Ltd.) (of which it owns, free from
lien, practically all the capital stock and all except approximately $8,280,000
of the outstanding indebtedness), Investments in public utility and other com-
panies having an indicated market value of more than $25,0(0,000.

Provtvion.v of issuc.-These notes are to be issued under an indenture which
will provide, among other things, thtt so long as any of the notes are outstand-
ing, Toho Electric Power Co. (Ltd.). shall not (a) create any new mortgage
or pledge of any assets now owned or hereafter acquired although this shall not
prevent the company from placing new mortgage on Kansal division to replace
existing one or acquiring properties subject to mortgages previously existing
thereon or created in connection with such acquisition (b) sell or transfer to
another company any substantial part of the physical property now owned,
except when sold for value to the municipality or other political subdivision
in which the property may be operated. () created debts of any character
having a maturity of inore than one year if the aggregate amount of such debt
would thereby exceed the total amount of its then paid-in capital stock or if
net earnings after maintenance but before depreciation available for payment
of interest, for 12 months out of the preceding 15 months, amount to less than
twice the annual interest requirements on total funded debt including the obli-
gations to be Issued. or (d) juarantee any of the obligations of the Toho
Securities Co. (Ltd.). ,r any company controlled by It.

Earnings

lAs certified to by Mesrs, larold Bell, Taylor, Bird & Co., chartered ncountaatsJ

Operating Oross income
Gross I expenses, (includingmita other In-

12 months ended Out. 31 operating maintenance, come) avrll-
earnings taxes, and able for

depreciation Interest

19 .... . .......................................... $1.,507,793 .$10, 025, 068 $7,453,462
1924 .............................................. 17,128,499 11, 273,975 8,386,175192---------------------------17,910,605 11,903,389 5,5 01,6903192'3 ....................................... "'.'.. .... . " 17,910,60 11,go, W 8,601,69
1926 v .......................................- 18,489,442 12,306,82 8,80,7

12 months ended Apr. 30.
'An additional $9,404,244 authorized capital stock has been subscribed for ad Is

subject to the company's call.
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Annual interest requirements on total funded debt to be outstanding after
giving effect to this issue and the $9,404,244 call on capital amount to $2,380,820.
For the 12 months ended April 30, 1926, gross income available for interest
amounted to more than three and one-half times such charges.

Dividends amd equity.--Dividends are now be:ng paid at the rate of 12 per
cent per annum, and have been paid at the rate of not less than 8 per cent
per annum on stock of the company and all important predecessor companies
outstanding during the past 11 years. The stock now outstanding is owned
by more than 21,000 stockholders and1 at present quotations has an indicated
aggregate market value in excess of $63,000,000.

Conversions from Japanese to United States currency have been made In
the case of earnings, interest charges, and market quotations at 45 cents per yen,
approximately the present rate of exchange, and in all other cases at 50 cents
per yen, parity belug 49.85 cents per yen. Conversions from English to United
States currency have been made at parity, $4.8665 per pound sterling.

It Is expected that application will be made to list these notes on the New
York Stock Exchange; to be authorized and Issued, $10,000,000. Interest pay.
able January 15 and July 15. Principal and Interest payable at the office of
Guaranty Trust Co. of New York, at Its principal New York office in United
States gold coin of the present standard -if weight and fineness, or. at the
option of the holder, at Its principal London office in sterling at $4.865 Per
pounl sterling, in either case without deduction for any Japanese taxes, present
or future, when held by other than residents of Japan. Coupon notes in denomi-
nations of $1,000. Callable as a whole or in part on any interest date upon 45
days' notice at par and accrued interest, 98A and accrued interest, to yield over
6.55 per cent. When. as. and if Issuted and received by uss and subject to
authorization of stockholders and approval of counsel. All legal matters
pertaining to this Issue will be passed upon for the bankers by Messrs. Davis,
Polk, Wardwell, Gardiner, and Reed. of New York, and by Dr. S. K'shi, of
Tokyo, and for tie company by Messrs. Wehb, Patterson. and Hadley, of New
York, and by Dr. T. Aoki, of 'Tokyo. It is expected that Interim receipts of
Guaranty Trust Co. of New York will lie ready for delivery on or amount July
28, 1926.

GUARANTY CO. OF N VW YORK.
LF,, HiouI: soN & Co.
HARIK1S, FOUBES & Co.

Torno ELE=iorO Powza Co. (LrD.)
(Toho Denryoku Kabushiki Kaisha),

Tolkyo, Japan, July 12, 1926.GITAI$ANTY ('0. Or -NRW Yon K,

140 Broadway, New York City.
GENTLEMEN: In connection with the $10,000,000 3-year 6 per cent gold notes

presently to be Issued by the Toho Electric Power Co. (Ltd.), I take pleasure
In giving you this letter of information. In It conversions from Japanese to
United States currency have ben made, in the case of earnings, interest charges
and market quotations, at 45 cents per yen. approximately the present rate of
exchange, and in all other case.4 at 50 cents per yen, parity being 49.85 cents
per yen. All conversions from English to United States curerney have been
made at parity, $4.8665 per pound sterling.

Business and tcrritory.-Toho Electric Power Co. (Ltd.) represents a
consolidation of numerous predecessor companies which for imnny years had
been primarily engaged in the distribution of electric light and power. Opera-
tions of predecessor companies began as early as 1889.

It is, next to the Tokyo Electric Light Co. (Ltd.), the largest retail distrihu-
tor of electric energy in Japan. Directly or Indirectly it suppiies practically
without competition electric light and power to more than 5,500,000 people in
a territory of approximately 4,000 square miles.

In addition to Its electric business, the company engages in coal-gas manu-
facturing and electrlc-railway business., as, well :i in real estate and forestry
undertakings, deriving about i; per cent ol" Its gross earnings from these and
other miscellaneous operating activities.

Operations are conducted principally in two distinct areas, the Kansal manu-
facturing district In and around Nagoya, Gifu, Nara, Toyohlas'i in central Japan,
and in the industrially important Kyushu district in and around Slitmonoseki,
Fukuoka. and Nagasaki in southern Japan. These districts constitute two of
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the most important commercial and industrial sections of Japan. In these
densely populated areas the company serves over 1,500 factories. More than 60
cities with a population in excess of 10,000 each are supplied exclusively by the
prolperties of the Toho system.

Growth Gnd diversity of busines.-The rapid and consistent growth in total
kilowatt-hours generated and purchased since 1923 is illustrated in the following
tabulation:

Kilowatt-hours
12 months ended Oct. 31

Generated Purchased Total

1923 .................................................. 370 904, 593 280,014.905 6.50,919,498
1924 .................................................. 37:190, 521 398, 914. 58 766. 105,039
1923 ................................................. 383,697.780 469,790. 309 853.488,08919261 ................................................. 398,623,348 494,594,459 893,217,807

£ 12 months ended Apr. 30.

As indicated below, the company had 960,879 electric customers as of
April 30, 1920, or approximately one for every six persons residing in the
territory served.

Number Connected Number
Oct. 31 of electric power load of lampscustomers I (kilowatts) connected

1923 .................................................... 64,987 109.68 2,253,861
1924 .................................................... 899, 414 134,93 2,483.818
1925 ................................................................ 945,36 144, 858 2,669,411
19268 ............................................................... 960, 879 156,979 2,769,516

'Apr. 30.

More than 94 per cent of gross operating revenues are derived from the
sale of electric energy. Of tils amount, approximately 56 per cent comes from
electric-lighting business and 44 per cent from electric-power sales.

Diversity of connected power load is emphasized by the following industrial
classification:

Percentage of spcoal pincer-connected load

Apr. 30, 1926:
Splining and weaving ----------------------------------- 29.4
Electric light and power companies -------------------------- 13.0
Iron and steel foundries ---------------------------------- 11. 9
Electric ralilwys ------- -------------------------------- 12.4
Chemical works ---------------------------------------- 2.5
Public Institutions --------------------------------------- 0.0
Lumber mills ------------------------------------------ 3.5
Coal mites -------------------------------------------- 4.0
Ice factories ------------------------------------------- 3. 4
Miscellaneous Industrial power ---------------------------- 13.3

Total --------------------------------------------- 100.0
Property.-The company owns electric-generating stations having an aggre-

gate Installed capacity of 149,593 kilowatts, cubstations with an aggregate
transformer capacity of 450,000 kilovolt-amperes and more than 9,200 route
miles of transmission and distribution lines, In addition to its own generating
capacity, the company has contracts on favorable terms with 9 neighboring
hydroelectric companies and 1 farmers association for 108,500 kilowatts,
additional cutput, of which 32,000 kilowatts is from the Great Consolidated
(Daido) Electric Power Co. (Ltd.). The contract with the Great Consolidated
Electric Power Co. (Daido) provides that Toho Electric Power Co. (Ltd.)
Is entitled to receive power In preference to all other companies operating
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in its territory until 1948 and is subject to renewal thereafter. The contractor
for 104,A00 kilowatts extend beyond the maturity of these notes.

In order to provide for the increasing demands for power within the
territory served, the company is now increasing its generating capacity by
40,000 kilowatts principally through the Installation of a second 35,000-kilo-
watt unit (largest in Japan) in its new Nagoya steam station. Other property
now under construction includes substations with an aggregate transformer
capacity of 51,000 kilovolt-amperes and approximately 95 route miles of
transmission and distributing lilies.

Valuation.--The depreciated value of the company's physical properties, on
the basis of 1924 estimates by independent engineers, plus subsequent net capital
expenditures, is in excess of $56,000000. The entire Kyushu division, constitut-
ing approximately $20,000,000 of this physical property valuation, is free from
lien of any kind.

In addition, the company owns directly or indirectly, as through the Toho
Securities Co. (Ltd.) (of which it owns, free from lien, practically all the
capital stock and all except approximately $8,280,000 of the outstanding indebt-
edness), investments in public utility and other companies having an indicated
market value of more than $25,000,000.

Purpo8e of iasue.,-Unpaid installments of $9,404,244 on the company's sub-
scribed capital stock are to be called for payment to be made on or before
December 31, 1026. The proceeds of this payment on stock and of these notes
are to be used to pay the entire existing bank indebtedness of the company and
approximately $9,887,500 of its funded debt (maturing or to he retired by sink.
Ing funds during 1920 and 1927), for the construction and acquisition of addi-
tional property and for other corporate purposes.

Capitalization

(Giving effect to this issue and the $9,404,244 call on capital)

Paid-up capital stock -------- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - _ $60,506,350
Debentures issued in Japan:

8 per cent debentures due 1929 ------------------------- 2, 750, 000
7 per cnt dt-bentures due 1932 ----------------------------- .,, 000. 1K0
7 per cent customer-ownership debentures due 1936 -------- 1, 487, 500
6.2 per cent customer-ownership debentures due 1935 ---------- 1,700,000

3-year 6 per cent gold notes due 1929 (this issue) -------------- 10,000,000.
5 per cent sterling debentures due 1945 guaranteed by British treas-

u-y under trade facilities act -------------------------------- 1,459,950
First-mortgage (Kansal division) 7 per cent bonds due 1955 ---- 14,375,000

Total capitalization -------------------------------------- 97, 278, 800

Of the foregoing capitalization, paid-up capital stock will comprise more thmn
60 per cent and funded debt less than 40 per cent. Of the latter considerably
less than half is secured. The secured issues are the 5 per cent sterling deben-
tures (under which are pledged-certain stock investments), and.the first mort-
gage (Kansal division) 7 per cent bonds, which hove a lien on the company's
fixed property in the Kansal division. Additional amounts of bonos may be
issued under this mortgage for not more than 50 per cent of permanent Improve.
ments or additions to the mortgaged property.

Water rights and franchise.q.-None of the company's important water rights
or franchises for the generation and sale of power expires prior to the maturity
of these notes. All such rights in Japan are granted under the authority of the
Imperial Government. which has general supervisory power over ele('tric com-
panies and reserves the inherent sovereign right to extend or revoke under
certain conditions grants made to such companies.

Provialons of tssue.-These notes are to be issued under an indenture which
will provide, among other things, that so long as any of the notes are outstand-
Ing, Toho Electric Power Co. (Ltd.). shall not (a) create any new mortgage or
pledge ot anytassets now owned. or hereafter acquired although this sball not
prevent the company from placing new mortgage on the Kansal division to
replace the existing one or acquiring properties subject to mortgages previously

I An additional $9.404.244 authorized capital stock has been subscribed for and Is sub-
ject to the company's call.

The company alma has outstanding endorsements on behalf of allied companies
amounting to $2,240,000.
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existing thereon or created in connection with suc!i acquisition, (b) sell or
transfer to another company any substantial part of the physical properties
now owned, except when sold for value to the municipality or other political
subdivision In which the property may be operated, (c) create debts of any
character having a maturity of more than one year if the aggregate amount of
such debt would thereby exceed the total amount of its then paid.in capital
stock or if net earnings after maintenance but before depreciation available
for payment of Interest, for 12 months out of the preceding 15 months, amount
to less than twice the annual Interest requirements on total funded debt includ-
Ing the obligations to he Issued, or (d) guarantee any of the obligations of the
Toho Securities Co. (Ltd.), or any company controlled by It.

Earnings

[As certified to by Messrs. Harold Bell. Taylor, Bird & Co., chartered accountants)

Operating Gross income
(IncludingGross epns, other In-

12 months ended Oct. 31 operatIng maintenance,
earnings taxes, and come) avail-

depreciation Interest

123 .......................................................... $15,607,793 $10,023S,08 $7,453,462
1921 .......................................................... 17,128,499 11.273,9751 8.386,175
192 .......................................................... 1791008 11,93.389 8, 501,693
192 ......................................................... 18,489,442 12,306,829 8,810,772

112 months ended April 30.

Annual Interest requiremelts on total funded debt to be outstanding after
giving effect to this issue and the $9,404,244 call on capital amount to $2,380,8"0.
For the 12 months ended April 30, 1920, gross income available for interest
amounted to more than three and one half times such charges.

Dividends and cquit.-IDividend% are now being paid at the rate of 12 per
cent per annum, and have been paid at the rate of not less than 8 per cent per
annum on stock of the company and all important predecessor companies out-
staading during the past 11 years. Tihe stock now outstanding Is owned
by more than 21,000 stockholders and at present quotations has an indicated
aggregate market value in excess of $63,000,000.

Managorent.-The directorate of the Toho Electric Power Co. .(Ltd.) Is
composed of prominent and successful business men, most of whom are resi-
dents of the territory served. The operation of the property is in the hands
of skilled engineers many of whom received their technical training in the
United States and are familiar with the most modern practices of public
utility operation.

Very truly yours.
Y. MATSUNAGA, Vioe-PreAfct.

$11,450,000 ToHo ELwomro Powra Co. (LTD.) (ToHo PIrNaYOCU KAnusuilcl
KAIsNA), 3-yr-i, 8 PER CWT GoLD NoTEs

To be dated July 1, 1929. To mature July 1, 1932.
Guaranty Trust Co. of New York, trustee,
The accompanying letter from Mr. Y. Matsunaga, president of the company,

Is summarized by him as follows:

BUSINESS AND TERSIBf Y

Toio Electric Power Co. (Ltd.) (Toho Denryoku Kabushiki KnIsha), is the
• second largest retail distributor of electric energy in Japan.

Directly or indirectly the company serves practically without competition a
territory of approximately 4,200 square miles, situated in two distinct areas,
the Kansal manufacturing district in and around Nagoya, Gifu, Nara, and
Toyohashi in central Japan. and the industrially Important Kyushu district in
and around Shimonoseki, Fukuoka, and Nagasaki in southern Japan. This
territory has a rapidly growing population now estimated to be in excess of
5.700 00.
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PaOPI1TIM

The company owns 44 electric generating stations, with an aggregate installed
capacity of 228,658 kilowatts and controls an additional 159,500 kilowatts under
contracts with eight neighboring hydroelectric companies and one farmers'
assoslation. Other physical property now owned or under construction includes
122 substations with 729.199 kilovolt-amperes, installed transformer capacity,
more than 9,800 route-miles of transmission and distribution lines, and valuable
undeveloped water power concessions.

PURPOSE OF ISSUll

The proceeds of these notes together with cash now on hand are to be used
to pay the entire existing bank indebtedness of the company and approximately
$10,432,717 of its funded debt (maturing or to be retired by sinking funds
during 1929) and for other corporate purposes.

Oapitalization

[To be outstanding with public upon completion of present financing)

First-mortgage (Kansal division) 7 per cent bonds due 1955 ---- $13, 750,000
5 per cent sterling debentures due 1945 guaranteed by British

treasury under trade facilities act ---------------------------- 1,374,066
3-year 0 per cent gold notes due 1932 (this issue) -------------- 11,459,000
Debentures Issued in Japan (unsecured, maturing 1934-1943)-... 25,049,625

Total funded debt --------------------------------------- 51,623, 691
Paid-in capital stock ------------------------------------------ 1 57,005,027

Total capitalization -------------------------------------- 108, 628, 718

Of the foregoing capitalization paid-in capita! stock will comprlk. more than
52 per cent and funded debt less than 48 per cent. Considerably less than o:,e-
third of the funded debt is secured. The secured issues are the 5 per cent
sterling debentures (under which are pledged certain stock investments) and
the first mortgage (Kansal division) 7 per cent bonds, which have a lien on the
company's fixed property in the Kansal division. Up to $15,000,000 additional
bonds may be Issued under this mortgage for not more than 50 per cent of per-
manent improvements or additions to the mortgaged property, provided net earn-
lgs before depreciation are at least three times annual interest requirements of
all outstanding and proposed funded debt.

VALUATION

The depreciated value of the fixed properties in operation as of April 30,
1929, was carried on the company's books at approximately $72,751,617. The
properties in the Kyushu area, constituting approximately $22,000,000 of the
foregoing book value, and any other properties hereafter acquired outside the
Kansal area as defined, may be mortgaged to an amount not exceeding 50 per
cent of their fair value In accordance with the provisions of the Kansal division
first-mortgage indenture. The depreciated replacement value of the company's
fixed properties in the Kansai area was estimated by Stone & Webster (Inc.)
as of July 2, 1928, to be approximately $54,405,000 against which there
will be outstanding upon completion of this financing $13,750,000 first-
mortgage bonds. As indicated below additional mortgage bonds may not be
issued against this property unless the proceeds thereof are applied to the
retirement of these notes.

In addition, the company owns directly or indirectly as through Toho Se-
curities Holding Co. (Ltd.) (of which it owns, free from lien, slightly more
than 80 per cent of the capital stock and all except approximately $15,883,574 of
the outstanding indebtedness), investments in public utility and other companies
having an Indicated market value of more than $33,000,000.

'An additional $9.878,031 authorized capital stock has been subscribed for and i
subject to the company's call.

'I
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PROVISIONS OF ISSUE

These notes are to be issued under an Indenture which will provide, among
other things, that so long as any of the notes are outstanding, Toho Electric
Power Co. (Ltd.) shall not (a) create any new mortgage or pledge (other than
purchase money mortgages) of any assets in the Kansal area, as defined, now
owned or hereinafter acquired, nor issue any additional bonds under the present
Kansal division first mortgage, unless the proceeds thereof are forthwith
applied to the retirement of these notes, (b) sell any of its fixed properties
beyond certain limits to be provided in the indenture unless it substitutes
other fixed properties in the same area of equal value or applies the proceeds
of sale to retirement of mortgage bonds or these notes, (o) create, assume or
guarantee debts of any character having a maturity of more than one year,
if the aggregate amount of all funded debt, including guaranteed debt, would
thereby exceed twice the total amount of its paid-in capital stock or if net
earnings after maintenance due before depreciation available for payment of
interest, for the two next preceding semiannual fiscal terms, amount to less
than twice the annual interest requirements in total funded debt, as aforesaid,
including the obligations to be incurred, or (,d) guarantee any of the obliga-
tions of the Toho Securities Holding Co. (Ltd.), or any company controlled
by it.

Harninvs (as oertifted to by Messrs. Harold Bell, Taylor, Bird 4 Co., chartered
accountants)

Total income
Gross Operating (including

12 months ended Oct. 31 operating expenses, other In.earnings maintenance, come) avai.and taxes able for
Interest

192 .......................................................... $19,106,986 $11, 995, 988 $9,748,140
127 .................................................. 21 618,319 13,747,586 10,519,492
1928 .................................................. 22,76,15 14,04, 003 10,795,815
IM-- ......................................................... 22,667,602 14,.V%017 110,881,439

'12 months ended Apr. 30.
3 Earnings of the company In yen Increased; the decrease in the dollar figure is duo to the lower conversion

rate of yen exchange.

Annual interest requirements on total funded debt to be outstanding after
giving effect to this issue, amount to $3,198,798. For the 12 months ended April
30, 1929, total income before depreciation amounted to more than 3.8 times such
charges.

DIVIDEND AND EQUITY

Dividends are now being paid at the rate of 10 per cent per annum, and have
been paid at the rate of not less than 8 per cent per annum on stock of the
company and all important predecessor companies outstanding during the past
14 years. At present prices the indicated aggregate market value of the com-
pany's capital stock now outstanding with the public is more than $63,000,000.

Application will be made to list these notes on the New York Stock Ex-
change.

Conversions from Japanese and British currency to American currency above
have been made at rates outlined in the President's letter.

To be authorized and issued $11,450,000. Interest payable January 1 and
July 1. Principal and interest payable at the princlal office of Guaranty Trust
Co. of New York in gold coin of the United States of America of or equal to
the standard of weight and fineness existing on July 1, 1929, or, at the option
of the holder, at its principal London office, in sterling at the rate of $4.8665
per pound sterling, in either case without deduction for any Japanese t.lxes,
present or future, when held by others than residents of Japan. Coupon notes
in the denomination of $1,000.

Redeemable as a whole or in part, at the option of the company, on any
interest date upon 45 days' notice, at 100 per cent and accrued interest. Ninety-
six and one-fourth and accrued interest, to yield over 7.40 per cent.

The company's 3-year 6 per cent gold notes due July 15, 1929, will be accepted
in payment for the above notes on a 5 per cent interest yield basis.

92928-32PT 2- 51

!



1096 SALE OF FOREIGN BONDS OR SECt-RITIES

When, as and if issued and received by u% am subject to tie approval of
counsel. All legal details will be passed upon for the bankers by Messrs. Davis,
Polk, Wardwell, Gardiner & Reed, of New York. except as to matters of
Japanese law which will be passed upon by Dr. S. Kishi, of Tokyo; and for the
company by Messrs. Murray, Aldrich & Webb, of New York, and by Dr. T. Aokl,
of Tokyo. It is expected that interim receipts of Guaranty Trust Co. of New
York will be ready for delivery on or about July 5, 1929.

Grmtnxqr Co. or NEw Yoac.
Lnr, HEGGLxSOx & Co.
HAms. Fomns & Co.

ToHo ELECTRIC POWFM CO. (LTD.) (Tono ')iX8YOKt- KABUSHIKI KAISHA)

ToKYo. JixP.., June 15, 1929.
GUARANTY Co. OF NEW YORK,

140 Broadway, New York City.
GENTLEMEN: In conection with the $11,450.000 3-year 6 per cent gold notes

due 1932 presently to be issued by Toho Electric Power Co. (Ltd.) I take
pleasure in giving you this letter of information. In it conversion from Jap.
anese to America n currency have been made, in cast of eanings at 46 cents per
yen in 1926, 48 cents per yen In 192-7, 46% cents per yen in 1W8, and 45 cents
per yen In 1929, which were aproximately the average rates of exchange pre-
vailling in those fiscal years. In the case of depreciated hook and replacement
values of fixed property, conversions have been made at 4 4% and 46 cents per
yen, which were the rates prevailing on April 30, 1.129. and July 2, 1928, respec-
tively, the dates of such book and replacement values: and in the case of mar-
ket values of securities at 43 cents per yen which is approximately the pres-
ent rate. In all other cases conversions have been made at parity. 49.85 cents
per yen. All conversions from Bitish to Anieit-an e-urren-y have been made at
parity, $4.8665 per pound sterling.

BUSINESS AND TESRITORV

Toho Electric Power Co. (Ltd.) represents a consalidation of numerous
predecessor companies which for many years had been primarily engaged In the
distribution of electric light and power. Operations of predecessor companies
began as early as 1889.

It is, next to the Tokyo Eelectric Light Co. (Ltd.. the largest retail distrib-
utor of electric energy in Japan. Directly or indirectly it serves practically
without competition a territory of approximately 4200 square miles which has
a rapidly growing population now estimated to be in excess of 5,700,000.

The company also conducts a small traction busines-, deriving about 2 per
cent of its gross earnings from these and other miscellaneous operating
activities.

Operations are conducted principally In two distinct areas, the Kansai manu
facturing district in and around Nagoya, Gilfu. Nara. and Toyohashi in central
Japan and the Industrially Important Kyushu district in and around Shimo-
nosekl, Fukuoka and Nagasaki In southern Japan. These districts constitute
two of the mose Important commercial and Industrial sections in Japan. In
these densely populated areas more than 55 cities with a population In excess
of 10,000 each are supplied exclusively by the properties ',f the Toho system.

GROWTH AND DIVERSITY OF B'SIXSS

The rapid and consistent growth in total kilowatt-hours geneated and pur.
chased since 1926 is iliustated In the following tabulation:

Kflowit-hurs
12 months ended Oct. 31

Genmkd Pachse Total

1927 ..................................................... . 4- SA , 20 , S
'1 ......................................... . 5 ,333,000,

112g months ended Apr. So.
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As indicated below, the company had more than 1,050,000 electric customers
as of April 80, 1929, or approximately one for every six persons residing in the
territory served,

Number of Connected Number of

O. .electric cus- (hor lamps con.
tomers powe netted

In& power)

10 ................................................... 978,525 230,129 2,832,713
1M ................................................... 1,010,088 283,283 2,987,708
12 ................................................................ 1,037,370 317,630 3,139,036
1929.................................................1,050,411 33.5,705 3,231,757

'Apr. 30.

More than 97 per cent of gross operating revenues are derived from the
sale of electric energy. Of this amount, approximately 51 per cent comes from
electric lighting business and 49 per cent from electric power sales.

Diversity of connected power load Is emphasized by the following industrial
classification:

Percentage of special power connected load
Per cent

Spinning and weaving ----------------------------------------------- 23.3
Electric light and power companies ---------------------------------- 20. 2
Electric heating ---------------------------------------------------- 14.0
Foodatuff ----------------------------------------------------------- ). 2
Machine and tool works --------------------------------------------- 7. 5
Lumber mills -------------------------------------------------------- 5. 2
Chemical works ------------------------------------------- 4.2
Mining ------------------------------------------------------------- 3.7
Farming ------------------------------------------------- 3.3
Ceramic industry ------------------------------------------ 2. 5
Miscellaneous industrial power -------------------------------- 6.9

Total --------------------------------------------- 100.

PROPERTY

The company's fixed property, by reason of its wide geographical distribution,
Is favorably situated from the standpoint of the diversification of earthquake
risk.

The company owns 44 electric generating stations having an aggregate
installed capacity of 228,658 kilowatts. Other physical property now owned or
under construction includes 122 substations with an aggregate installed trans-
former capacity of 729,199 kilovolt.amperes, more than 9,800 route-miles of
transmission and distribution lines, and valuable undeveloped water power
concessions with an estimated potential capacity of more than 180,000 kilowatts.

In addition to its own generating capacity, the company has contracts with
eight neighboring hydroelectric companies and one farmers' association for
159,500 kilowatts additional output. Of this amount, 35,000 kilowatts are
purchased from the Great Consolidated (Daido) Electric Power Co. (Ltd.),
under contracts which provide that Toho Electric Power Co. (Ltd.), is entitled
to receive power in preference to all other companies operating in its territory
until 1948 and are subject to renewal thereafter. The contracts for 126,000,
kilowatts extend beyond the maturity of these notes.

VALUATION

The depreciated value of the fixed properties in operation as of April 311,
I929, was carried on the company's books at approximately $72,751,617. The
properties in the Kyushu area, constituting approximately $22,000,000 of the
foregoing book value, and any other properties hereafter acquired outside
the Kansal area as defined, may be mortgag(d to an amount not exceeding
50 per cent of their fair value in accordance with the provisions of the Kansal
division first mortgage indenture. The depreciated replacement value of the,
company's fixed properties in the Kansal area was estimated by Stone &

I
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Webster (Inc.), as of July 2, 1928, to be approximately $54,405,000 against
which there will be outstanding upon completion of this financing $13,750,000
frtst mortgage bonds. As indicated below additional mortgage bonds may
not be issued against this property unless the proceeds thereof are applied
to the retirement of these notes.

In addition, the company owns directly or indirectly as through Toho Se.
curities Holding Co. (Ltd.), (of which it owns, free from lien, slightly more
than 80 per cent of the capital stock and all except approximately $15,883,574
of the outstanding indebtedness), investments in public utility and other
companies having an indicated market value of more than $83,000,000.

PURPOSE OF ISSUE

The proceeds of these notes together with cash now on hand are to be
used to pay the entire existing bank indebtedness of the company and ap-
proximately $10,432,717 of its funded debt (maturing or to be retired by
sinking funds during 1929) and for other corporate purposes.

C pfta liatfon
[To be outstanding with public upon completion of present financing]

First Mortgage (Kansal division) 7 per cent bonds due 1955 ---- $13,750,000
5 per cent sterling debentures due 1)45 guaranteed by British

Treasury under trade facilities act ----------------------- 1,374,066
Debentures issued in Japan (unsecured, maturing 1934-1943)- 25,049, M5

Total funded debt -------------------------------------- 51, 623,691
3-year 6 per cent gold notes due 1932 (this issue) ------------ 11,450,000
Paid-in capital stock ----------------------------------------- 57,005,027

Total capitalization ------------------------------- 108,628,718

Of the foregoing capitalization, paid-in capital stock will comprise more
than 52 per cent and funded debt less tian 48 per cent. Considerably less
than one-third of the funded debt is secured. The secured issues are the 5
per cent sterling debentures (under which are pledged certain stock invest-
ments) and the first mortgage (Kansal division) 7 per cent bonds, which have
a Hen on the company's fixed property in the Kansal division. Up to $15,000,000
additional bonds may be issued under this mortgage for not more than 50
per cent of permanent improvements or additions to the mortgaged proper,
provided net earnings before depreciation are at least three times annual in
terest requirements of all outstanding and proposed funded debt.

WATER RIGHTS AND FRANCHISES

None of the company's water rights or franchises for the generation and
sale of power expires prior to the maturity of these notes. All such rights in
Japan are granted under the authority of the Imperial Government, which has
general supervisory power over electric companies and reserves the inherent
sovereign right to extend or revoke under certain conditions grants made to
such companies.

PROVISION OF ISSUE

These notes are to be issued under an indenture which will provide, among
other things, that so long as any of the notes are outstanding Toho Electric
Power Co. (Ltd.) shall not (a) create any new mortgage or pledge (other than
purchase money mortgages) of any assets in the Kansai area, as defined, now
owned or hereafter acquired, nor issue any additional bonds under the present
Kansal division first mortgage, unless the proceeds thereof are forthwith
applied to the retirement of these notes, (b) sell any of its fixed properties be-
yonl certain limits to be provided in the indenture unless it substitutes other
fixed properties In the same area of equal value or applies the proceeds of sale
to retirement of mortgage bonds or these notes, (c) create, assume, or guarantee

'An additional $9,370,031 authorized capital stock has been subscribed for and Is
subject to the company's call.
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debts of any character having a maturity of more than one year, If the aggre-
gate amount of all funded debt, including guaranteed debt, would thereby
exceed twice the total amount of its then paid-in capital stock or if net earnings
after maintenance but before depreciation available for payment of interest,
for the two next preceding semiannual fiscal terms, amount to less than twice
the annual interest requirements on total funded debt, as aforesaid, including
the obligations to be incurred, or (d) guarantee any of the obligations of the
Toho Securities Holding Co. (Ltd.), or any company controlled by it.

Namnings, aa certified to by Messrs. Harold Bell, Taylor, Bird & Go., chartered
accountants

Total In-
Operating come (in-

Gross op- expenses, eluding
12 months ended Oct. 31 eratlng mainte- other In-

earnings nance, and come) avail-
taxes able for

interest

1926 ................................................................ $19, 106. $11,995,986 $9,748,140
1927................................................................ 21,618,319 13,747, 5 10, 519,492
1928................................................................ 22,570,155 14,045,003 10,795,515
1929 ............................................................... 22,667,602 14,202,017 '10,661,439

'12 months ended Apr. 30.
2 Earnings of the company in yen Increased; the decrease in the dollar figure is due to the lower conversion

rate of yen exchange.

Annual Interest requirements on total funded debt to be outstandiug after
giving effect to this Issue, amount to $3,198,798. For te 12 months ended
April 30, 1929, total income before depreciation amounted to more than 3.3
times such charges.

DIVIDENDS AND EQUITY

Dividends are now being paid at the rate of 10 per cent per annum and have
been paid at the rate of not less than 8 per cent per annum on stock of the
company and all important predecessor companies outstanding during the past
14 years. The stock now outstanding with the public is owned by more than
22,0 stockholders and at present prices has an indicated aggregate market
value of more than $63,000,000.

MANAGEMENT

The directorate of the Toho Electric Power Co. (Ltd.) is composed of promi-
nebt and successful business men, most of whom are residents of the territory
served. The operation of the property is in the hands of skilled engineers,
many of whom received their technical training in tie United States and are
familiar with the most modern practices of public-utility operation.

The company will make application to list the 3-year 6 per cent notes due
1932 on the New York Stock Exchange.Very truly yours, Y. MATSUNAGA, President.

TWENTY-FOUn MILI.lON DOLLAIt TOKYO ELECTRIc LIOHT CO. (LTD.) 3-YEAR 6 P J
CENT GOLD NOTES

To be dated August 1, 1925. To mature August 1, 1928.
To be authorized and to be issued $24,000,000. Interest payable February I

and August 1. Principal and interest payable at the office of Guaranty Trust
Co. of New York, In New York in United States gold coin of the present standard
of weight and fineness (or, at the option of the holder, in London in sterling at
4.8665 per pond sterling), without deduction for any Japanese taxes, present

or future, when held by other than residents of Japan. Coupon notes in de-
nomination of $1,000.

Redeemable at the option of the company as a whole or in part, on any inter-
est date upon 45 days' notice, at par and accrued Interest, Guaranty Trust Co. of
New York, trustee.



1100 SALE OF FOREIGN BONDS OR SECURITIES

The accompaniying letter from Mr. K. Kambe, president of the company, has
been summarized by him as follows:

BUISNESS AND TESMiTOtY

Tokyo Electric Light Co. (Ltd.), established in 1886, fs the largest electric
power and light company in Japan.

Its operations, retail and wholesale, tre within an area of approximately 9,375
square miles extending across the principal island of the empire and including
Tokyo, the capital and largest city. Yokohama, and other important industrial
and commercial centers. This area has a population of more than 9,000,000.

PROPERTIES

The company's fixed property, by reason of its wide geographical distribution
(particularly as to hydroelectric generating facilities), suffered damage in the
earthquake of September, 1923, to the extent of only about 10 per cent of its book
value. By far the greater part of the damage has been repaired, the new equip.
meant being, in many cases, of larger capacity and more efficient design than
that .hich was destroyed.

The rapidity of the company's recovery is indicated by the fact that six
months after the earthquake it was selling more electrical energy than it was
In the month preceding the disturbance, and has since shown a substantial
increase.

The company owns electric generating stations with an aggregate installed
,capacity of 280.757 kilowatts, of which more than 90 per cent is hydroelectric.

The company has contracts on favorable terms for 210,500 kilowatts addi.
tional output, of which 100,000 kilowatts is from companies in which the com-
pany has a large investment and 50.000 kilowatts is from the Great Consolidated
(Daido) Electric Power Co. (Ltd.). The company is now Increasing its capac-
ity by 102,932 kilowatts, chiefly through the construction of six new generating

CAPITALIZATION

(To be outstanding upon completion of this financing)

3.year 6 per cent gold notes (this Issue) ------------------------ $24,000,000
6 per cent sterling bonds due 1948 (unsecured) --------------- 17,519,400
Debentures Issued in Japan ------------------------------------ 7,950,000

Total funfled debt --------------------------------------- 49, 469, 400
Paid-in capital stock ------------------------------------------- 114, 325, 000

Total capitalization ------------------------------------ 163, 794,400

None of the company's debt is secured by mortgage. Of its total caplitali-
zation, paid-in capital stock comprises 69 per cent and total funded debt to
be outstanding upon completion of this financing only 31 per cent.

VALUATION

The present depreciated value of the company's physical properties alone
(exclusive of intangibles, working capital, and a large amount of investmentsJ.
as appraised by Stone & Webster (Inc.), amounts to more than twice the ttal
amount of funded debt to be outstanding upon completion of this financing.

PURPOSE OF ISSUE

The unpaid installments of $14,675,000 on the company's capital stock are
to be called for payment, to be made on or before November 30, 1925. The pro-
ceeds of this payment on stock and of ihese notes are to be used to pay the
company's entire existing bank indebtedness and to provide funds for its con-
struction program.

I In addition, unpaid installments of $14,675 000 on subscribed capital stock of the
company are to be called for payment, as herefiafter set forth,
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PBOVISIONS OF ISSUE

These notes are to be Issued under an indenture which will provide that
so long as any of the notes are outstanding the company shall not pledge or
mortgage any of its assets (except by purchase-money mortgages), and shall
not at any time issue funded debt of any character which %Ill increase its
total outstanding funded debt to an amount exceeding two-thirds of its then
paid-in capital stock.

Earnings, as oert iel to by Messrs. Harold Bell, Taylor, Bird d Co., chartered
accountants

GrossOperating Income

Gross expenses, (including12 months ended Nov. 30 operating inte other in-
earnings nance taxw, come) avail.and depre- able forciation interest

1918 ................................................................ $5,531,185 $2,889,382 $2,905,815
19196 ................................................................ 6 .m70 . : 3,%3,5" 3,185,80

0 ................................................................ 9,030,798 5,249,168 4,187, 53
121 ................................................................ 14,316,063 8,127, 87 6,738,956
1922 .................................................... 19,814,779 10,505313 10, 388,272
12 ...................................................... 19, 331,044 o10, 7 951 10,426,877
1024 ...................................................... ... 20,660,160 10, 945 345 11,072,076
12 months ended May 31. 1925 ........................... 22,940,766 12,833,04;9 11,724,175

For the 12 months ended May 31, 1925, gross Income available for interest,
after deduction of $1,100,850 for depreciation, amounted to more than three
and three fourths times the $3,007,969 annual interest requirements of total
funded debt presently to be outstanding.

a DInIDENDS AND EQUITY

The company has never failed to pay a dividend in any of the 39 years
of its existence, and for the past 25 years has paid 8 per cent or more in
each year, the dividends In the 12 months ended May 31, 1925, amounting
to 10% per cent.

Its stock Is held by more than 22,000 persons and, at present quotations,
has an indicated aggregate market value of approximately $120,000,000.

Conversions from Japanese to American currency have been made, in the
case of earnings, interest charges and market quotations, at 41 cents per yen,
approximately the present rate of exchange, and in all other cases at 50
cents per yen, parity being 49.85 cents per yen. All conversions from British
to American currency have been made at parity, $4.8665 per pound sterling.

It is expected that application will be made to list these notes on the New
York Stock Exchange; 98% and interest, to yield over 6.40 per cent.

When, as, and if Issued and received by us, subject to approval of counsel.
It is expected that Interim receipts of Guaranty Trust Co. of few York will
be ready for delivery on or about August 11, 1925. All legal matters pertaining
to this issue will be passed upon for the bankers by Messrs. Davis, Polk,
Wardwell, Gardiner and Reed, of New York, and by Dr. S. Kishil, of Tokyo,
and for the company by Mr. M. Okazaki, of Tokyo.

GUARANTY Co. oF NEW YORK.
DILLON, READ & CO.
LEE, HIGOINSON & CO.
HARRIs, FORBEm & Co.

TOKYO ELEmTRic LxoHT Co., (Ltd.).
(TOKYO DENTO KABUSHIKI KAISHA)

Tokyo, Japan, August 3, 1925.
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GUARANTY Co. oF NEw YoRN.
GENTLEmEN: In connection with the $24,000,000 3-year 6 per cent gold notes

presently to be issued by the Tokyo Electric Light Co. (Ltd.), I take pleasure
in giving you this letter of information. In it conversions from Japanese
to American currency have been made, in the case of earnings, interest charges
and market quotations, at 41 cents per yen, approximately the present rate
of exchange, and in all other cases at 50 cents per yen, parity being 49.85 cents
per yen. All conversions from British to American currency have been made
at parity, $4.8665 per pound sterling.

HISTORY AND BUSINESS

Tokyo Electric Light Co. (Ltd.), is the largest electric power and light
company in Japan and one (if the largest in the world. Only six companies
In the United States had in 1924 a larger output of generated and purchased
power than the Tokyo Electric Light Co. (Ltd.).

The company was established In July, 1886, with an authorized capital of
$100,000 and originally supplied only the business section of Tokyo with current
for lighting purposes. It now has paid-in capital stock in the amount of
$114,325,000, and its operations, retail and wholesale, are within an area of
approximately 9,375 square miles extending across the principal Island of the
empire. This area has a population of more than 9,000,000.

In the course of its growth, it has purchased the properties of seven com-
panies and has merged with itself thirteen other companies.

In addition to its electric business, the company owns and operates certain
artificial gas plants and electric railways, approximately 2 per cent of Its gross
operating earnings being derived from these sources.

TERITOBY

The territory served at retail Is one of the most populous and important in-
dustrial sections of Japan, comprising an area of 2,100 square miles with a
population of approximately 5,800,000, and Including Tokyo, the capital and
largest city, Yokohama, which is one of the principal seaports, aud other
important industrial and commercial centers,

In addition the company supplies electrical energy to other companies which
serve a total population of approximately 8,400,000 in an area of 7,275 square
miles, located mainly north and west of Tokyo.

On April 30, 1925, the company had 1,129,984 electric customers, or approxi-
mately one for every five persons In the territory served at retail.

Most of the Industrial enterprises In the territory use electrically driven
machinery. The company's revenue from the sale of electrical energy for
power and other large-scale uses (exclusive of sales to other public utility
companies) Is approximately as large as its revenue from lighting. That the
demand for its electric output Is well diversified is shown by the tabulation
below.
Six months ended November 30, 1924: Percentage of

Power- electric revenue
Public utility companies -------------------------------- 8.6
Textile mills ----------------------------------- 4.9
Paper factories --------------------------------------- 3.7
Chemical and fertilizer works --------------------------- 1.5
Government railways, etc ------------------------------- .
Iron and steel foundries -------------------------------- 1.3
Flour mills ------------------------------------------ 1.2
Miscellaneous power ---------------------------------- 30.4

52.9
Lighting ------------------------------------------------- 47.1

Total --------------------------------------------------------- 100.0

PROPERTIES

The company's fixed property, by reason of its wide geographical distribution
(particularly as to hydroelectric generating facilities), suffered damage in
the earthquake of September, 1928, to the extent of only about 10 per cent of
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its book value. By far the greater part of the damage has been repaired, the
new equipment being, in many cases, of larger capacity and more efficient
design than that which was destroyed.

The rapidity of the company's recovery is indicated by the fact that six
months after the earthquake it was selling more electrical energy than it was in
the month preceding the disturbance, and has since shown a substantial
increase.

The company owns electric generating stations having an aggregate installed
capacity of 280,757 kilowatts, of which more than 90 per cent is hydroelectric.
Of these stations the mbre important are:

Hydroelectric plants River Head Capacity

Fees Kilotwatts
laawashiro No. 1 ............................................ Nippashi .......... 352 37,329
Inawashiro No. 2 ................................................. do ............. 229 26.664
Iwamuro ..................................................... Tone .............. 524 14,400
Kamikuya ......................................................... do ............. 383 15.984
Komatsu .......................................................... do ............. 375 15 360Yuzawa ...................................................... Shinano ........... 991 10, 50O
Komahashi ....................................... Katsura ........... 345 18, 720
Shisbidome ........................................................ do ............. 470 22,400
Yamura ........................................................... do ............. 374 19,200
Yatsuzawa ................................................... do ............. 389 3,960

Sleam plaa*

Kanagawa ................. ................................................................ . 1810 0

Most of the company's hydroelectric plants are designed to use only the
normal flow of the rivers on which they are located. Due to the comparative
steadiness of this normal flow and the fact that these plants are distributed
over seven distinct watersheds, the company is enabled to operate with only
a relatively small amount of reserve steam capacity.

Of the generating equipment in the company's principal electric stations,
approximately 50 per cent Is of American manufacture.

In addition to its own generating capacity, the company has contracts on
favorable terms for 210,50 kilowatts additional output, of which 100,000 kilo-
watts is from companies in which the company has a large investment and 50,000
kilowatts is from the Great Consolidated (Daido) Electric Power Co. (Ltd.).
None of these contracts expires prior to the maturity of these notes.

To care for the rapid growth of its business, the company Is now increasing
its generating capacity by 102,932 kilowatts, by adding 4,000 kilowatts to one of
its existing stations and by constructing six new stations which are to have an
initial installed generating capacity totaling 98,932 kilowatts.

The company owns in addition many undeveloped water-power sites, and is
planning the construction of more than 125,000-kilowatt additional capacity
during the next three years.

The company's properties also Include substations with an aggregate capacity
of 1,275,800 kilovolt amperes, 2,454 circuit-miles of high-tension transmission
lines, and extensive distributing systems, including 550 miles of underground
wire.

WA RIGHTS AND FRANCHISES

None of the company's important water rights or franchises for the genera-
tion and sale of power expires prior to the maturity of these notes. All such
rights in Japan are granted under the autherity of the Imperial Government,
which has general supervisory power over electric companies and reserves the
Inherent sovereign right to extend or revoke under certain conditions grants
made to such companies.

MANAGEMENT

The directorate of the company is composed of prominent and successful busi-
ness men, most of whom are residents of the territory served. The operation of
the property is in the hands of skilled engineers, many of whom received their
technical training in the United States and are familiar with the most modern
Practices of public utility operation.
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CAPITALIZATION

(To be outstanding upon completion of this financing)

3-year 6 per cent gold notes (this issue) ---------------------- $24, 000,000
6 per cent sterling bonds due 1948 (unsecured) ---------------- 17, 519,400
Debentures issued in Japan ------------------------------- 7,950,000

Total funded debt ------------------------------- 49, 469,400
Paid-in capital stock ................................. .114, 325, 000

Total capitalization ------------------------------------------- 163, 794,400
None of the company's debt is secured by mortgage. Of its total capitaliza-

tion, paid.in capital stock comprises 6 per cent and total funded debt to be
outstanding upon completion of this financing only 31 per cent.

VALUATION

The present depreciated value of the company's physical properties alone
(exclusive of Intangibles, working capital and a large amount of investments,
principally in companies from which it purchases power), as appraised by Stone
& Webster (Inc.), amounts to more than twice the total amount of funded debt
to be outstanding upon completion of this financing.

PURPOSE OF ISSUE

The unpaid installments of $14,675,000 on the company's capital stock are to
be called for Payment, to be made on or before November 30, 1925. The
proceeds of this payment on stock and of these notes are to be used to pay the
company's entire existing bank indebtedness and to provide funds for its con-
struction program.

PROVIsIoNs or IssuE

These notes are to be Issued under an indenture which will provide, among
other things, that so long as any of the notes are outstanding the company shall
not pledge or mortgage any of its assets (except by purchase-money mortgages),
and shall not at any time issue funded debt of any character which will increase
its total outstanding funded debt to an amount exceeding two-thirds of its then
paid-in capital stock.

Earnngs, as certified to by Messrs. Harold Bell, Taylor, Bird & Co., chartered
accountants

Operating Gross in.
expenses, come (in-

Gross op. mainte, clouding
12 months ended Nov. 30 erating nance, other In.

earnings taxes, and come) avail-
deprla- able for

tion Interest

1918 ............................................................ $5,531,185 2, 889,.52 12,9W 815
1919 ................................................................-- - -870,613 3,983,594 3,185,80
1920 ................................................................ 9,0\310,78 9 I2 s 4,17 553
1921 ................................................................ 14,316,03 8,127 ,987 6,38,9 6
1922----------------------------------------........... 19,814.779 10,505, 33 10,388273
1923 ............................................................. 1 31.044 10,756,951 10,426,877
1924 ............................................................ 20, 6% 1o 10.945.345 11,072,07
12 months ended May 31,192 .................................. 22,940,766 12,833,049 11,724,175

For the 12 months ended May 31, 1925, gross income available for interest,
after deduction of $1,100,850 for depreciation, amounted to more than 3%j times
the $3,007,969 annual interest requirements of total funded debt presently to be
outstanding.

'In addition, unpaid installments of $14,676,000 on subscribed capital uto^k of the
company are to be called for payment an hereinaiter set forth.
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DIVIDENDS AND EQUITY

Tie company has never failed to pay a dividend in any of the 39 years of Its
existence, and for the past 25 years has paid 8 per cent or more in each year,
the dividends in the twelve months ended May 31, 1925, amounting to 10% per
cent.

Its stock is held by more than 22,000 persons and, at present quotations, has
an Indicated aggregate market value of approximately $120.000.000.

GENERAL

The company has played an Important part in the transition of Japan to itspresent Industrial position. In a territory not rich in fuel resources, it has, by
harnessing the water powers of the Interior and transmitting their energy to
large centers of population on the seaboard, made possible the establishment of
vast manufacturing and commercial enterprises. With its large amount of gen-
erating facilities, its widespread network of transmission lines., and its manyimportant sites for future hydroelectric development, it is strongly entrenched
to serve the continuing economic growth of this territory.

Very truly yours,
K. K.%.NMIE. President.

SEENTY MILLION DOLLARS TOKYO ELECTRIC LIOHT CO., (LIMITED), FIRsT MORT-GA E GOLD BONDS, 6 PER CENT DOLLAR SERIES DUE 1935, THE MITSUI BANK,
LiMITED, TOKYO, TRUSTEE GUARANTY TRUST CO., OF NEW YORK, FISCAL AGENT

Simultaneous offerings are being made of £4,500,000 6 per cent sterling
series in England by Lazard Brothers & Co. (Ltd.), and The Whitehall Trust
(Ltd.), and V0,000,000 6 per cent yen series in Japan by the Mitsui Bank
(Ltd.) and the Yasuda Bank (Ltd.) the aggregate principal amount of all three
series being equivalent, at parity of exchange, to $121,809,250. Sinking fund for
the purchase and/or redemption of bonds of this series of $1,120,000 per annum.

The accompanying letter from Mr. Shohachi Wakao, president of the company,
is summarized by him as follows:

BUSINESS AND TERRITORY

Tokyo Electric Light Co. (Ltd.) (Tokyo Dento Kabushiki Kaisha), established
in I&SG, is the largest electric power and light company in Japan and one of thelargest in the world. Its position of leadership has been recently strengthened
by a merger with Tokyo Electric Power Co., Limited, the only company conduct-
ing important competitive operations within the company's territory. This con-
solidation not only makes possible important operating economies, but also givesthe enlarged company the benefit of additional managerial experience and
financial support.

The company serves an area of approximately 11,395 square miles extending
practically across the principal island of the empire and including Tokyo.
Yokohama, and other important industrial and commercial centers. This area
has a rapidly growing population now in excess of 12,900,000.

PROPERTIES

The company owns 101 electric generating stations, with an aggregate installed
capacity of 652,010 kilowatts, of which approximately 75 per cent is hydro-
electric. In addition it is increasing the installed capacity of one of Its steam
generating stations by 25,000 kilowatts. Other property in operation or under

The company owns 101 electric generating stations, with an aggregate installed
transformer capacity, and approximately 19,000 route-miles of transmission and
distribution lines.

The company has contracts for the purchase of 275,240 kilowatts additional
output, of which 202,320 kilowatts is from companies in whivh it has a stock
interest.
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Capitalization to be outstanding with the public upon completion of pre.,cent
fInancing

First mortgage bonds:
6 per cent dollar series due 1953 -------------------------- $70,000,000
6 per cent sterling series due 1953 --------------------------- 21.899,250
6 per cent yen series due 1953 ---------------------------- 29,910,000

Debentures issued in Japan (unsecured, maturing 1930 to 1938)-- 66. 425, 125

Total funded debt --------------------------------------- iS , 234, 375

Paid-in capital stock ---------------------------------------- 200, 916, 835

Total capitalization ------------------------------------- 389,151,210

Of the foregoing capitalization, first mortgage bonds comprise 31 per vent,
unsecured debentures 17 per cent, and paid-in capital stock 52 per cent.

PLIIPOSE or ISSUE

The present financing provides for the payment of all existing bank loans
-n'1 *./1.519.400 of funded debt and for additional capital expenditures.

SECURITY

These bonds will be secured, in the opinion of counsel, by a direct first
mortgage lien on all fixed electric property now owned by the company. In
addition the company covenants to subject to the direct lien of the mortgage
securing the bonds, all electric and artificial gas property hereafter acquired
by it constituting an integral part of the then mortgaged property.

'Vte depreciated replacement value of the company's fixed property alone
(exclusive of intangibles, working capital and Investments). as estimated
by Stone & Webster, (Inc.), is in excess of twice the total amount of first
mortgage bonds presently to be outstanding.

0ther thn for refunding purposes. additional bonds may be issued (a)
to the extent of the equivalent of $15,453,500 without restriction as to additional
property, and (b) for not more than 60 per cent of future net property all.
(itions, provided, in the latter case, net earnings before depreciation are at
least two and one-half times interest charges on all prior liens (if any) and
on all first mortgage bonds outstanding and proposed to be issued, all as de-
fined in the indenture.

Earnings, including carnlng8 of Tokllo Elcctric Powrer Co. (Ltd.), for la8t three
year and al as certified to by Mesrs. Deloitte, Plender, (lrttithu s Co,
and Messrs. Harold Bell, Taylor, Bird C Co.

Total IncomeOperating (includingOros operat, senses, ohrlcm
12 months ended Nov. 30 Ing earnings maintenance, avable 

and taxes interest

1924 ...................................................... $20, 819,601 $9, 713,371 $11,398,440
1925 ...................................................... 27,532,627 14,290,129 13,787,315
1926 ........................................................ 40488,136 20,790,274 20, 891,885
197 ........................................................ 45,344,701 24,167,881 22,867, 01

Total income before depreciation for 12 months ended November 30, 19,27,
as shown above, amounted to over three times annual interest charges of
$7,308,55 on the total amount of first mortgage bonds presently to be
outstanding.

DIVIDENDS AND EQUITY

The company has paid dividends on its capital stock in each of the 42
years since its establishment.

At present prices the indicated aggregate market value of the company's
unsecured debentures and capital stock is approximately $250,000,000, or more
than twice, the amount of the first mortgage bonds.
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Application will be made to li1st these bonds on the New York Stock

Exchange.
Conversions from Japanese and British currency to American currency

above have been made at rates outlined in the president's letter.
To be dated June 15, 1028. To mature June 15, 1953. Interest payable

June 15 and December 15. Principal and interest payable at the principal
office of Guaranty Trust Co. of New York in gold coin of the United States of
America of or equal to the standard of weight and fineness existing on June
15, 1928, or, at the option of the holder, in London at Lazard Bros. & Co.
(Ltd.), in sterling at the rate of $4.8665 per pound sterling, without deduction
for any Japanese taxes, present or future, when held by others than residents
of Japan. Coupon bonds in the denomination of $1,000.

Redeemable as a whole or in part, at the option of the company, on any
interest date upon 60 days' notice, at 100 per cent and accrued interest; 901/2
and accrued interest, to yield about 6.80 per cent.

The company's 3-year 6 per cent gold notes due August 1, 1928, will be
accepted in payment for the above bonds on a 41/2 per cent interest yield
basis.

When, as and If issued and received by us and subject to the approval of
counsel. All legal details will be passed upon for the bankers by Messrs. Davis,
Pulk, Wardwell, Gardiner & Reed and Messrs. Sullivan and Cromwell, of New
York, except as to matters of Japanese law which will be passed on by Dr.
S. Kishi, of Tokyo; and for the company by Messrs. Webb, Patterson & Hadley,
of New York, and by Dr. G. Matsmoto and Mr. Shigetaka Hozumi, of Tokyo.
It is expected that interim receipts of Guaranty Trust Co. of New York will be
ready for delivery on or about June 15, 1928.

Dillon, Read & Co.; Blyth, Witter & Co.; tle Union Trust Co. of
Pittsburgh; Halsey, Stuart & Co. (Inc.); J. & W. Seligman &
Co.; Stone & Webster & Blodget (Inc.); Edward B. Smith
& Co.; E. H. Rollins & Sons; Illinois Merchants Trust Co.;
the Union Trust Co., Cleveland; Guaranty Co. of New York;
Lee, Higginson & Co.; Bonbright & Co. (Inc.); Mellon Na-
tional Bank, Pittsburgh; Hoyden, Stone & Co.; International
Acceptance Bank (Inc.); Field, Glore & Co.; J. G. White &
Co. (Inc.); Continental National Co.; the Mitsui Bank (Ltd.);
Harris, Forbes & Co.; Bankers Trust Co., New York; the First
National Corporation, of Boston; Brown Bros. & Co.; H. M.
Byllesby & Co. (Inc.); W. A. Harriman & Co. (Inc.); W. C.
Langley & Co.; Hemphill, Noyes & Co.; First Trust & Savings
Bank, Chicago; Otis & Co.

TOKYO Euwnrio LoHT Co. (Lm.),
(Tokyo Dento Kabushiki Kaisha)

Tokyo, Japain, Mail 28, 1928.
GUARANTY Co. OF NEw YoRn,

New York City.
G vrv LEmN: In connection with the $70,000,000 first mortgage gold bonds, 6

per cent dollar series due 1953, presently to be Issued by Tokyo Electric Light
Co. (Ltd.), I take pleasure in giving you this letter of information. In it
conversions from Japanese to American currency have been made, in the case
of earnings, at 41 cents per yen in 1924 and 1925, and 47 cents per yen In,
1926 and 1927, which were approximately the average rates of exchange pre-
vailing in those years. In the case of replacement value of property, con-
version has ben made at 477/ cents per yen, which was the rate prevailing
on April 2, 1928, the date as of which the property valuation was made; and
in the case of market values of securities, at 44 cents per yen, which is
approximately the present rate. In all othor cases conversions have been
made at parity, 49.85 cents per yen. All conversions from British to Amerlcan
currency have been made at parity, $4.865 per pound sterling.

HISTORY AND BUSINESS

Tokyo Electric Light Co. (Ltd.), (Tokyo Dento Kabushiki Kaisha), is the
largest electric power and light company in Japan and one of the largest
in the world. Its position of leadership has been recently strengthened by a
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merger with Tokyo Electric Power Co. (Ltd.), the only company conducting
Important competitive operations within the company's territory. The com.
pany holds a position of national importance in modern industrialized Japan,
the continued progress of which is largely dependent upon the electric power
Industry.

Tokyo Electric Light Co. (Ltd.), was established in .July, 1886, with an
authorized capital of $99,700, and originally supplied only the business see.
tion of Tokyo with electricity for lighting purposes. It now has paid-in
capital stock, outstanding with the public, In the amount of $200.916,835, and
Its operations, retail and wholesale, are within an area of approximately 11,395
square miles extending practically across the principal island of the Empire.
This area has a rapidly growing population raw in excess of 12,900.000, or
about one-fifth of the entire population of Japan proper.

TSBIUTOBY

The territory served included Toyo, the capital of the Empire; Yokohama, the
second largest seaport; the great industrial districts in the Tokyo-Yokohama
area and other important industrial and commercial centers, and in addition, a
large agricultural territory.

On November 30, 1927, the properties now owned by the company served
2,141,546 electric customers, or approximately one for every six persons in the
territory supplied at retail.

Most of the industrial enterprises in the territory use electrically driven ma-
chinery. The company's revenue from the sale of electric energy for power and
other large-scale uses is approximately as large as its revenue from lighting.
The demand for its electric output is well diversified as the tabulation below
indicates:

Porcenfagr' of cleotric icvenues. 12 months ended November 30, 1927

Power: Per cent
Public-utility ' ol anies ----------------------------------------- 7.5
Imperial Government and municipalities -------------------------- 0.6
Textiles mills --------------------------------------------------- 3.4
Paper mills ---------------------------------------------------- 2.4
Engineering and machinery manufacturing ----------------------- 1.7
Iron and steel foundries ----------------------------------------- 1 .5
Chemical and fertilizer works ------------------------------------ 1.3
Shipbuilding and dockyards ------------------------------------- 1.2
Flour mills and foodstuffs --------------------------------------- 1.2
Office buildings -------------------------------------------------- 1.0
Miscellaneous power -------------------------------------------- 18.9

46.7
Lighting ------------------------------------------------------- 53 .8

Total --------------------------------------------- 100. 0

PROPMTI ES

The company's fixed property, by reason of its wide geographical distribution
particularly as to hydroelectric generating facilities, Is favorably situated from
the standpoint of the diversification of earthquake risk. This was demonstrated
in the earthquake of September, 1923, when the company's properties, then less
widely distributed than they are to-day, suffered damage to the extent of only
.about 10 per cent of their book value.

The company owns 101 electric generating stations, with an aggregate in.
stalled capacity of 652,016 kilowatts, of which approximately 75 per cent is hy-
droelectric. In addition it is increasing the installed capacity of one of its
steam generating stations by 25,000 kilowatts. Other property in operation or
under construction include 236 substations with 2,530,000 kilovolt amperes in-
stalled transformer capacity, and approximately 19,000 route miles of trans-
mission and distribution lines, of which 729 miles are underground.

The company has contracts for the purchase of 275,240-kilowattt additional
output, of which 202.320 kilowatts is from companies in which it has a stock
interest.
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The company also owns valuable undeveloped water-power sites with an
estimated potential capacity in excess of 300,000 kilowatts.

Some of the important generating stations of the company are:

Hydroelectric plants REffective InstalledHydoeecticplatsRiver head capacity

Feel Kilowatts
lnawt.biro No. 1 ..................................... Nippashi ................... 354 41,95
Inawashiro No. 2 ........................................... do ........ 299 30,00
Inawashiro No. 3 ....................... do----------134 17,544
Inawashiro No. 4 .......................................... do .......... 206 27,285
Iwamuro ............................................. Tone ........................ 524 16, 200
Kamikuys ................................................. do ....................... 383 17,982
Komatsu ............................................. ..... do ....................... 375 15,860
Komahashi ........................................... Ktsura .................... 345 21,000hshidome--------------- ......... ..... do ....................... 470 22,400
Yamura .................................................... do ......... 374 19, 200
Yatsuzawa ...........................................--.... do .......... . 3& 43, 100
Hayakawa No. 1 .................................... Hayakawa ................ 734 25,600
Ryushima ........................................... 4. 0a ................... 0..... 432 23,400
Tashirogawa No. 1 ................................... Tashiro ..................... 1,152 16,000
Tashirogawa No. 2 ........................................ do ...................... ,625 20,800
Yuzawa ............................................... Kiyotsu ..................... 14,000

Installed
capacity

Steam plants: (kilowatts)
Tsurumi ...................................................................................... 70,000
Senju .............................................................................. 50,000
Kanagawa .......................................................................... 21,500

Of the generating equipment in the company's electric stations, approximately

60 per cent is of American manufacture.

MANAGEMENT

The directorate of the company is composed of prominent and successful
business men, most of whom are residents of the territory served. The con-
solidation with the Tokyo Electric Power Co. (Ltd.), not only makes
possible important operating economies, but also gives the company the benefit
of additional managerial experience and financial support.

PURPOSE OF ISSUE

The present financing provides for the payment of all existing bank loans
and $41,519,400 of outstanding funded debt, including $24,000,000 6 per cent
notes due August 1. 1928, and for additional capital expenditures.

CAPITALIZATION

To be outstanding with the public upon completion of present financing.
First mortgage bonds:

6 per cent dollar series due 1953 ---------------------------- $70,000,000
6 per cent sterling series due 1953 ---------------------- 21,899,250
6 per cent yen series due 1953 ------------------------------- 29,910,000

Debentures issued in Japan (unsecured, mauring 1930 to 1938) -.. 66,425,125

Total funded debt --------------------------------------- 188,234,375

Paid-In capital stock ------------------------------------------- 200,916,835

Total capitalization ------------------------------ 389,151,210

Of the foregoing capitalization, first mortgage bonds comprise 31 per cent,
unsecured debentures 17 per cent, and paid-in capital stock 52 per cent.

VALUATION

The depreciated replacement value of the company's fixed properties alone
(exclusive of intangibles, working capital, and investments), as estimated by
Stone & Webster (Inc.), is In excess of twice the total amount of first mortgage
bonds presently to be outstanding.
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WATER RIOHTS AND FRANCHISE

All of the company's water rights and franchises for the generation and sale
of power extend beyond the maturity of these bonds. All such rights in Japan
are granted under the authority of the Imperial Government, which has general
supervisory power over electric companies and reserves the inherent sovereign
right to extend or revoke under certain conditions grants made to such
companies.

SECURITY

These bonds, together with the sterling and yen series, will be secured, in the
opinion of counsel, by a direct first mortgage lien on all fixed electric property
now owned by the company. In addition the company covenants to subject to
the direct lien of the mortgage securing the bonds, all electric and artificial gas
property hereafter acquired by it constituting an integral part of the then
mortgaged property.

Witter rights and franchises can not be mortgaged under the laws of Japan,
but the company will deposit with the trustee assignments in blank of all water
rights and franchises now held or hereafter acquired by it, relating to the
mortgaged property, and pursuant to law in case of enforcement of the mortgage
these rights and franchises may be transferred with the mortgaged property.

The Imperial Japanese Government has been advised of the mortgaging of
these properties to secure these bonds, and has given formal assurance that if
the properties are purchased by the Imperial Government or by municipalities,
the rights of the bondholders will be recognized.

PROVISIONS OF THE INDENTURE

The indenture under which these bonds are to be issued will provide, among
-+her things, that additional bonds, of other series having such interest rates,
maturity dates and other provisions as may be established from time to time,
may be issued:

1. Par for par to refund bonds of any series previously issued under the
mortgage and not retired by sinking fund.

2. For a total principal amount equivalent to $15,453.500 without restriction
as to additional property.

3. For a principal amount which, together with any prior liens outstanding
on property additions, shall not exceed 60 per cent of future net property
additions.

4. Par for par to refund prior liens on property previously made the basis
for the issuance of bonds.

Provided, with respect to all boads proposed to be issued under (3) that net
earnings of the mortgaged property before depreciation are at least 2% times
interest charges on all prior liens (if any) and all first mortgage bonds out-
standing and proposed to be issued, all as defined In the Indenture.

No property subject to prior liens shall be made the basis for the Issuance of
additional bonds if the total prior liens on all property theretofore or thereby
made the basis for the issuance of bonds wou!d exceed 15 per cent of the
amount of all bonds outstanding and applied for.

At intervals of four years beginning in 1932 the mortgaged property is to be
inspected by an independent engineer appointed by a fiscal agent for an out-
standing series of bonds as provided In the indenture. If such engineer (or a
board of arbitration constituted as provided In the indenture) reports that the
property is not in satisfactory condition for economic operation and if within
the succeeding two years another report is not filed by such engineer or another
engineer appointed in the same manner or by a board of arbitration stating
that the property has been fully restored to satisfactory condition for economic
operation, the company agrees that it will not thereafter pay any dividends on
its common stock (except dividends payable In common stock) until such a
report has been filed or until cash equal to the estimated cost of remedying the
deficiencies has been deposited with the trustee.

With the consent of the holders of 75 per cent of the bonds outstanding under
the indenture (not Including any bonds held by the company), the company
may make changes In the indenture, provided such changes do not in any way
modify the terms of payment of principal and interest of any of the bonds
issued under the indenture, or provide for the creation of any lien ranking
prior if or equal with the bonds issued under the indenture and not permitted
by the terms thereof.
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SINKING FUND

The company agrees than on February 15 of each year, beginning in 1929, it
will pay to the fiscal agent of each of the series presently to be outstanding an
amount in cash equal to 1.6 per cent of the total suedd amount of such series,
to be applied to the purchase and/or relemption of bonds of such series.

Earning

[Including the earnings of the former Tokyo Blectric Power Co. (Ltd.) for last three
yecrs, and all as certified to by Messrs. Deloitte, Plender, Griffiths & Co., and Messrs.
Harold Bell, Taylor, Bird & Co.]

Total In.
Operating come (in.

Gross expenses, eluding
12 months ended Nov. 30 operating mainte, other

earnings ance, income)
and taxes svallable

for interest

1924 ................................................................ $20,819,601 $9,713,371 $11,398,440
125 ................................................................ 27,632,627 14,290,129 13,767,315
192 ................................................................ 40,48,7!3 20 ,790,274 20,891,885
1927 ................................................................ 45,344,701 24,167,861 22,667,051

Total Income before depreciation for the 12 months ended November 30,
1927, as shown above, amounted to more than three times annual interest
charges of $7,308,555 on the total amount of first mortgage bonds presently to
be outstanding.

DIVIDENDS AND EQUITY

The company has paid dividends on its capital stock in each of the 42 years
since its establishment.

Stockholders of the company number more than 58,000. At present prices
the Indicated aggregate market value of the company's unsecured debentures
and capital stock is approximately $250,000,000, or more than twice the amount
of the first mortgage bonds.

GENERAL

Tokyo Electric Light Co. (Ltd.), has played an important part In the tran-
sition of Japan to its present position of industrial supremacy in the Far East.
In a territory not rich in fuel resources, the company has, by harnessing the
water powers of the mountainous Interior and transmitting their energy to
large centers of population on the seaboard, made possible the establishment
of large manufacturing and commercial enterprises. With adequate generat-
ing facilities, a widespread network of transmission lines, and many important
sites for future hydroelectric development, it is strongly entrenched to serve
the economic growth of this territory.

The company will make application to list the bonds of the 6 per cent dol-
lar series due 1953 on the New York Stock Exchange.

Very truly yours, SHoHACHI WaK,,O, President.

$30,000,000 KINGDOM op NoRWAY 35-Y&_u 5 PER CENT SINKING FUND EXTERNAL
LOAN GOLD BONDS

To be dated March 15, 1928. To mature March 15, 1963.
Cumulative sinking fund, commencing in 1033, to retire the entire issue by

maturity. Guaranty Trust Co. of New York, fiscal agent for the loan.
The following information has ben furnished us by the Royal Finance

Department and the Royal Statistical Department of the Kingdom of Norway:

92928-32-PT 2- 52
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GENERAL

These bonds are to be the direct obligation of the Kingdom of Norway,
which pledges its full faith and c:'edit for the payment of principal, interest,
and sinking fund. The loan contract will provide that if the Government shall
sell, offer for public subscription, or in any manner dispose of any bonds or
loan secured by lien on any revenue or asset of the Kingdom, the bonds of this
loan shall be secured equally and ratably with such bonds or loan. There are
at present no loans outstanding which are so secured.

The proceeds of this issue are to be used in consolidating short-term indebted-
nes8 of the Government.

No default of principal or interest has ever taken place on a Norwegian
National Government loan. The high credit of the Government is indicated by
the fact that from 1886, the date of the earliest external loan now outstanding,
to the outbreak of the World War, the net cost to the Government of Its various
loans ranged from 3.10 per cent to 4.11 per cent.

DEBT AND RESOURCES

The total national debt, after giving effect to this financing, will amount to
1,704,857,000 kroner ($456,751,676) compared with 1,731,600.000 kroner ($464,.
069,000) as of June 30, 1925. As against this, the Government owns properties
valued in excess of $360,000,000, most of which are revenue-producing, such as
railroads, telegraph and telephone lines. forests. mines, and hydroelectric
plants. The Government owns and operates 1.940 miles out of about 2,100
miles of railroads in the Kingdom. The Government's telegraph and telephone
lines are in excess of 21,000 miles in length. These services are self-sustaining
and collectively show an operating profit before Interest on the Government's
investment.

REVENUES AND EXPENDIlUHEs

The revenues of the Government are derived principally from property and
income taxes, excise duties, customs receipts, and State-owned properties. For
the year ended June 30, 1927, total revenues, exclusive of loan proceeds, were
$90,843,063, being $770,197 in excess of total expenditures. exclusive of those for
capital account. The total expenditures for capital account during the year
were $12,673,430. The budget for the year ended June 30, 1928, estimates total
revenues, exclusive of loan proceeds, at $101,458,636 and total expenditures,
exclusive of those for capital account, at $97,361,180. The total expenditures
for capital account are estimated at $13.349.619.

WEALTH AND INDUSTRIER

The national wealth of Norway is estimated at $3,350,000,000. The principal
industries are shipping, lumbering, fishing, electrochemical and electrometal.
lurgical manufacturing, wood pulp and paper manufacturing, and hydroelectric
power production. It is estimated that the hydroelectric resources of Norway
amount to 15,000,000 horsepower of which 1,500,000 horsepower have been de.
veloped, largely for use in the electrochemical, electrometallurgical, and allied
lines. During the past two years several important Norwegian industrial com-
panies have obtained foreign capital, the inflow of which is expected to result in
rapid expansion of these industries and a development of broader markets.
Among the foreign countries which have acquired an interest in Norwegian
industries are the Aluminum Co. of America, the National Lead Co., and the
German Dye Trust (I. G. Farbenindustrie).

The merchant marine of Norway aggregates nearly 3,000,000 gross registered
tons. It ranks seventh In size in the world and represents the highest per
capita tonnage owned in any country. It Is thoroughly modern, about one.
fourth of the tonnage consisting of Diesel motor-driven vessels. The gross
earnings of the Norwegian merchant fleet are estimated at $112,560,000 for
1927, a sum greater than the national budget.

FOZItON TRADB

The foreign trade of Norway for the past five years amounted to an annual
average of $143 per capita, almost double the per capita foreign trade of the
United States during the same period. Exports for 1927 were $183,312,000 and
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imports $263,712,000, the excess of imports being equalized by various invisible
items, the most important of which is earnings of the merchant marine.

SINKING FUND

The entire issue is to be retired by maturity through the operation of a
cumulative sinking fund beginning September 15, 1933, payable semiannually.
Sinking-fund payments are to be used to call bonds by lot at par and accrued
interest, but the Government may acquire bonds by purchase and tender them at
par In payment of the sinking-fund Installments.

CURRENCY AND EXo ANGE

The Norwegian krone, with a gold parity of 26.8 cents, has appreciated
steadily since 1924 and was quoted on March 3, 1928, at 26.64 cents, or sub-
stantially at par of exchange. All conversions of Norwegian kroner into
dollars have been made at par of exchange.

Application will be made to list these bonds on the New York Stock Exchange.
Interest payable March 15 and September 15. Principal and interest payable

in New York at the principal office of Guaranty Trust Co. of New York In
United States gold coin of or equal to the standard of weight and fineness
existing on March 15, 1928, without deduction for or on account of any present
or future taxes or duties imposed or levied by or within the Kingdom or Norway
or by or within any political subdivision or taxing authority thereof; but the
foregoing shall not be construed as exempting bonds from taxation when In
hands of subjects or residents of the Kingdom of Norway otherwise subject to
taxation thereon in Norway. Coupon bonds In denomination of $1,000. Re-
deemable in whole or In part on March 15, 1933, or on any interest date there-
after, on 30 days' notice, at 100 per cent and accrued interest. Ninety-seven and
one.half and interest, to yield over 5.15 per cent.

When, as, and if issued and received by us and subject to approval of counsel.
All legal details pertaining to this issue will be passed upon by Messrs. Davis,
Polk, Wardwell, Gardiner & Reed except questions of Norwegian law, which will
be passed upon by Mr. Alexander Nansen, Oslo. It is expected that temporary
bonds will be ready for delivery on or about April _-, 1931.

GUARNTY Co. or NEw YORK, THE FIRST NATIONAL CORPORATION OF
BOSTON, ILLJNOIS MERCHANTS TRUST Co., THE UNION TRUST Co.
OF CLEVEIAND, DILoN, READ & Co., THn UNxoN TRUsT Co. OF
PITTSBURGH, CONTINENTAL NATIONAL Co., OD COLON CoRPORA-
TION.

$5,171,000 CITY OF MONTEVIDEO REPUBLICC OF UBUG'AT) "N'.MPBESTITO IAMSLA
Sun" (SouTuN BouLrzvRD LOA,) EXTERNAL SINKING FUND 6 PER CENT
Gow BONDS, Skwis A

A substantial amount of this loan has been withdrawn for offering in Eng-
land. Holland, Switzerland, and Germany.

To be dated November 1, 1926. To mature November 1, 1959.
Cumulative sinking fund of I per cent per annum, payable semiannually,

beginning May 1, 1927, sufficient to retire entire isue at or before maturity by
purchase at or below 100 per cent and accrued interest or by redemption by lot
at 100 per cent and accrued interest on 30 days' notice. Any balance of
pledged taxes and proceeds from sale of properties accruing from date of loan
after payment of interest and 1 per cent sinking fund on all series will be
applied as extraordinary sinking fund after November 1, 1930, in such amounts
as the city may elect except that there shall not remain unapplied a sum
greater than one year's interest and sinking fund on bonds of series A and
any future series. Guaranty Trust Co. of New York, payalng agent.

The following statement is made with the official approval of the Administra-
tive Council of Montevideo by Juan P. Fabini, president of the administrative
council:

SECURITY

These bonds are to be direct obligations of the city of Montevideo. which
pledges its full faith and credit for their payment. They are authorized by
official decrees 721, 759, and 8W0 and are a first series of total authorized amount

I
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of $9,307,800. They are to be secured pro ruta with bonds of any subsequent
series by specific charges on revenues derived from Increased land taxes onproperties adjoining the improvements to be inade out of the proceeds of theloan, and by funds realized from sale of expropriated buildings and unusedlands after completion of the project. Revenues to be derived from increased
land taxes are estimated by the city at more than $000,000 per annum.The taxes and receipts exclusively assigned to this loan are to be deposited
with the Banco de la Republica Oriental del Uruguay (the National Bank)In the city of Montevideo In a special account and are to be disposed of ex-clusively for the service of interest and of both ordinary and extraordinary
amortization of the bonds outstanding.

SINKING

From funds so deposited there will be transsmitted semlannually to the pay-ing agent of series A bonds the sum necessary for service of interest and 1
per cent cumulative sinking fund and to the respective paying agents of anyfuture series the amounts necessary for interest and sinking fund of suchfuture series. After November 1, 1030, such semiannual payments shall beincreased from any balance of funds so deposited with the Banco de ha Repub.lica in such amounts as the city may elect provided that the amount remainingafter each payment for interest and sinking fund shall not exceed the amountnecessary for service for one year of interest and 1 per cent sinking fundof series A bonds and any. future series thus accelerating the retirement of
the bonds.

PURPOSE oF IssUE

Proceds of the bonds are to be applied toward the extension of an existingseacoast boulevard through a valuable section of Montevideo, the constructionof tn esplanade on part of the area covered, and an extensive beach develop.meant, including reclamation of about 45 acres of land, together with widening
of numerous adjoining streets reaching the center of the city. These improve-ments are expected to add materlally to the value of adjacent properties.A nonpolitical honorary commission, representing both the city :ad Na-tional Government. will have complete supervision of construction and tinance&

MONTEVI D )

Montevideo, with a population of 425,000, is the capital and largest city ofUruguay and is the political, social and economic center of the country. It isthe center of the meat and wool industries, which represent Uruguay's mostimportant products, and an important railroad and shipping terminus. Ex-cellent deep-water harbor facilities, owned and operated by the National Gov-ernment, have been provided at a cost of more than $24,500,000. Founded in1726 the city is located at the mouth of the La Plata River about 100 milesfrom Buenos Aires. Its even temperature and natural and cultivated beautyhave caused it to become one of the most popular summer resorts in South
America.

DEBT AND PKOP ITY

By National law, the city of Montevideo, ine contracting loans for publicworks, must create new taxes or sources of revenues adequate to meet theinterest and sinking fund charges on new debt.
The total debt of the city of Montevideo including this Issue is $18,000,000.City-owned properties, according to official estimates, represent $40,000,000.Included in the city-owned property are productive enterprises which contributedmore than $1,442,000 of the total city revenues of $5,266,000 for the fiscal year

1924-192.
The assessed value of real estate in the municipality of Montevideo onDecember 31, 1924, amounted to $471,000,000 with an estimated act4.,i value of$5,000,000. The debt ratio is less than 4 per cent of assessed valuation, and

the per capita debt is approximately $43.
The city of Montevideo has pald interest (n Its funded indebtedness regu-larly since the debt settlement in 1901 incident to the depression following theBaring crisis. Following the outbreak of the World War the Uruguayan

Government and city of Montevideo in agreement with the English bondholderssuspended sinking fund lseyments mrtil 1922 whvn such payments were resumed.
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R NUES AND EXP NODITUrS

The ordinary budget is balanced. During Inst six years there was an excess
of about $2.000,000 extraordinary expenditures over and above extraordinary
receipts as a consequence of new public works construction. The floating debt
!S n,,w reduced to $1,100,0W, it Ieing the aih of the municipality to work
systematically for its total reduction.

It is (::pvcted that appliation will be inade to list these bonds on the New
York Stock Exchange.

Total boods authorized under loan $9,307.800. Presently to be issued, 6 per
cent series A (this Issue), $5,171.000. Interest payable May 1 and November 1.
Principal and interest payable at principal office of Guaranty Trust Co. of
New York. in United States gold coin of or equal to standard of weight and
flnenef existing on November 1. 1926, without deduction for any taxes, present
or future. imposed by the city of Montevideo. by the Republic of Uruguay, or by
any taxing authority thereof or therein. Coupon bonds In denomination of
$1.000. 93% and interest, to yleld about 6, per cent.

When, as, and if issued and received by us and subject to issue as planned.
Al legal details In connection with this Issue are hWing passed on by Messrs.
Davis, Polk, Wardwell, Gardiner & Reed. except questions of Uruguayan law
which will be passed on by Senor Abadie Santos of Montevideo. It Is expected
that interim or tru.st receipts of the Guaranty Trust Co. of New York will be
ready for delivery on or about December 15. 1926.

Nom-AI conversions of pesos into United States currency have been made
at $1 per peso which Is approxinitely the current rate of exchange. The gold
parity of the peso Is $1.0342.

GUAP-RANTY CO. OF NEw Youx.

The CHIAIR-MAN. The ,.ommittee will recess until 2 o'clock this
afternoon.

(Whereupon, at 12 o'clock noon, a recess was taken until 2 o'clock
p. ni.)

AFTER RECESS

The committee resumed at 2 o'clock p. ni.. at the exl)iration of
the recess.

The CHAIRMAN. The committee will come to order. Mr. Stralem,
if vou will come forward and be sworn: You do solemnly swear that
the evidence you are about to give in the hearing being held by
this committee, will be the truth, the whole truth, and nothing but
the truth, so help you God.

Mr. STIALEM. 'I do.
The CHAIRMAN. Just take a seat at the table there opl)oite the

committee reporter.

TESTIMONY OF CASIMIR I. STRALEM, A PARTNER IN THE FIRM
OF HALLOARTEN & CO., NEW YORK CITY

(The witness was duly sworn by the chairman of the committee.)
The ClrAxRIrAN. Mr. Stralem. whom (o you represent?
Mr. STRALEf. Hallgarten & Co.
The CHAIRMAN. Located in New York?
Mr. STRALF.1. Yes, sir.
The CHAIRMAN. Engaged in what business ,
Mr. STRALEM. Banking and brokerage.
The CHAIRMAN. You may go ahead senator Johnson.
Senator JOHNsOx. Did I understand you to say that you represent

Hallgarten & Co?
Mr. STRALEM. Yes, sir; I am a partner in Hallgarten & Co.
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Senator JOHNSON. And you have been a partner of Hallgarten &
Co. for how long?

Mr. STRALEM. Since 1903 or 1904.
Senator JOHNSON. And Hallgarten & Co. has continued as a

topartnership during that time?
Mr. STArA.Tr. All the time since 1850.
Senator JOHNSON. How many members are there in the firin of

Hallgarten & Co.?
Mr. STRALEM. Shall I count them?
Senator JohNso.q. If you please.
Mr. STRALEM. Seven.
Senator JozNsoNv. You have been engaged in the business of

buying and selling securities?
Mr. STRALEM. Yes. sir.
Senator JOHNSON." And you have been engaged in that business

for how long a period of tie?
Mr. STRALEM. Ever since the firms existence.
Senator JoHNsoN-. Have you during the past 10 years purchased

any foreign securities?
Mr. STRALEM. Yes, sir.
Senator Joiuvsox-. And theu sold them to the American people?
Mr. STRALE.M. Yes, sir.
Senator JoHNsoN. Have you a list of those securities which you

have purchased and sold?
Mr. ST10LEM. I have a list, but I can give you first a r'sunit if you

so desire.
Senator JouNzsox,. All right.
Mr. SIRALE.M. The total amount that we have issued, either as

leaders or co-leaders amounts to $314,716,500.
The CHAIRMAN. During what length of time?
Mr. STRALE3M. Since 1920, when the first was issued. Of that

amount $74,770,000, or 23.75 1wr cent oif the total, have been re-
deemed.

Senator SHORTnmUE. Have been what?
Mr. STRALEM.M. Redeemed or paid off either by sinking fund or by

total retirement. And I might arid, by way of total retirement
$60,134,500, or 80.43 per cent: and by means of sinking fund
$14,635,500, or 19.57 per cent. 'Of the total amount of, in round
numbers, $314,000,000, there were bought in Canada, South Amer-
ica, or Europe, in foreign countries, $76,'278,000, or 24.23 per. cent
of the total.

Senator JoHNso.N. Have you a list there in detail?
Mr. STRALEM. We have lists in detail, but these are not quite ex-

actly in the way you want then, but we can correct them for you.
Senator JoihNso. That may be all right. I will be glad if you

will )ermit me to examine then andT ask you some questions
respecting them.

Mr. STRALE,.r, Here are two statements. One is for issues of
$5,000,000 and under an olthe other is for issues of $5,000,000 and
over.

The CHAIRMAN. Were you associated with other bond concerns?
Mr. STRALF.-M. I might say in order to avoid duplication that as

leaders or coleaders in the $314,000,000 our own participation was
$65,451,000, or about 21 per cent.

1116
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Senator JoHnsoN. Are there any of these that have defaulted?
Mr. STRALEM. Yes, sir. And I might say while we are on the

subject that here is another list that you may be interested in.
Senator JOHNSON. Are those the defaults?
Mr. STRALEM. No; this is the geographical distribution.
The CHATIMAN. I should like to have that put in the record right

here.
Geographical Jttribution

Issued Outstanding Percentage

Europe:switzerand ........................................ $6,000,000 None.........
Germany .................................................. I 3 , 000 None ............
hIly .......................................... 7,400,000 $4,777,500 ............
Hungary ..................................... .. 2,700,000 2643,000.........
Estonia .................................................... 4.000,000 3.848.000.........

T 23,100,000 11,268,500 48.787
Total redeemed ........................................... 11,831,.500 51.22

23,100,000

South America:
Argentina .................................................. 75,835, 500 39,399,00 ............
Chile ...................................................... 77,200,000 71,820. 500.........
Colombia ................................................... 1 91,000,000 72,613,500.........
Uruguay ................................................... 1 47,.81, 000 44,839,000.........

291,610,500 228,678,000 "08.42
Total redeemed........................................... 62,938,500_I 21.42

291,616,500

Senator JoHNsox. You have just handed me a statement of dis-
tribution along geographical lines from which it appears that they
have been ma Ie in Italy, Hungary, Estonia, and so far as South
America is concerned, in Argentina, Chile, Colombia and Uruguay.
Is that right?

Mr. STALEM. There must be some in Germany.
Senator JoHNSON. Yes, you have $3,000,000 here in Germany but

none are outstanding.
A.Mr. STRALEM. Oh, yes. None are outstanding now.
Senator JOHNSON. So that this list now covers in Europe, Italy,

Hungary and Estonia; and in South America, Argentina, Chile,
Colombia and Uruguay.

Mr. STRALEM. Yes, sir.
Senator JOHNSON. And you show original loans in Switzerland

of $6,000,000 and Germany of $3,000,000, but none are now
outstanding.

Mr. STRALFM. That is correct.
Senator JoxsoN. Now, of those loans that you have made, which

of them if any, have defaulted?
Mr. SFRALEM. The Republic of Chile loan, and the municipality

of Medellin in Colombia.
Senator SHORTEiDGE. Where is that?
Mr. STRALEM. It is the municipality of Medellin in the Republic

of Colombia.
The CHAIRMAN. What were the amounts of those loans?
Mr. STRALEM. The amount outstanding at the moment of the

Republic of Chile loan is $66,051,000, and the amount outstanding
at the moment of the municipality of Medellin loan is $11,022,000.
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Tie CWARMMAN. Did your company loan $60,000,000 to Chile?
Mr. STmALEM. Yes along with others.
The CHAIRMAN. That was the whole loan?
Mr. STRALEM. No, the whole loan was a little bigger than that.

There have been some bonds called by the sinking fund. The net
amount of the issue now outstanding is $66,051,000.

Senator S1onT11DEu. And there is default in the payniet of
interest?

Mr. STRALE . There is default in the payment of interest and
sinking fund.

Senator SHORTHIDOE. When did that default occur?
Mr. STRALm. In August of 1931.
Senator SHOnTRDO Did you concern have $66,000,000 of these

bonds?
Mr. STRALEm. No, sir. They were distributed to the public

by different houses. They were issued in 1927 and 1928.
Senator SHOETRIDGE. What amount is in the hands of the public

to-day?
Mr. STRALEM. The amount I mentioned is to-day in the hands

of the public.
Senator JOHNSON. You were speaking of Chilean bonds. You

may proceed.
Mr. STRALEM. There were $42,500,000 of bonds issued by the

Republic of Chile in 1926, and $27,500,000 in 1927. The total there-
fore was $70,000,000. But is has been reduced until today it is
$66,051,000.

Senator JOHNSON. And when did they default?
Mr. STRAM. Last year. And I should explain that their default

was due entirely to the condition of the leading industries of that
country. which are copper and nitrates. It is trough the sales of
coipjpi' and nitrates that they get the foreign exchange with which
they are able to pay interest. And I think this default is due in great
extent to general conditions in those two industries throughout the
world.

Senator JOHNSON. Well now-
Senator SHORTmwDOE (interposing). And through no disposition on

the part of the Republic of Chile to cancel or ignore its legal
liability?

Mr. STRALEM. Oh, no. Nothing of that kind whatsoever.
Senator JOHNSON. W1 ell now, is there default in both loans to

Chile?
Mr. STRALE-M. There is default in both loans to Chile. And I think

some other interests have issued some loans to Chile which are in
default.

Senator JOHNsON. Do you know the purpose for which the
$42.500 000 was issued?

Mr. STRALEM. I think you have it on that detailed sheet.
Senator JoHNsoN. You have a notation here:
For construction of roads, sanitary works, certain internal debts, and repay-

ment of other current indebtedness of the Republic.
Is that the purpose for which the first loan was made?
Mr. STRALEM. Yes, sir.
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Senator JOHNSON. Do you know anything about the details of
these particular items?

Mr. STRALE3. I could not give them to y6u.
Senator JOHNSON. Do you know anything about the matter of the

construction of roads in Chile?
Mr. STRALEM. I could not give you an answer to that.
Senator JOHNSON. Are you aware of the fact that in many in-

stances where loans were obtained, presumably for improvements of
that sort, that vast sums were spent for the construction of roads
and the like, but were never applied to the purpose?

Mr. STRALE.f. I have heard so, but as to the truth of it I can
not say.

Senator JOHNSON. How far did you pursue your inquiries as to
the purposes of this loan?

Mr. STRALEM. We knew that it was to be applied to those purposes,
but there is no possible way in which we could follow it out once we
had paid the money over to the Government. The Government
would not listen to us, or at least they would give us general answers,
but we could not follow the money out to see how it was spent exactly.
We had to rely on the good faith of the Government, and that good
faith I do not doubt.

Senator JOHNSON. But prior to the making of the loan and prior
to offering to the people of this country of these bonds how much of
an investigation aid you make?

Mr. STRALEM. Well, the investigation that we made was this: We
never enter into negotiations for any loan without first trying to get
as full information as possible, either through the Depirtment of
Commerce by means of bulletins, Mr. Jones was talking about here
this morning, and for which we subscribe and which we get; through
direct appeals to the Department of Commerce; through consular
reports; through handbooks published in these various countries,
and checking these handbooks with the reports issued by the Depart-
ment of Commerce; and as far as we possibly can get the records
of the countries involved during past years.

Senator JOHNSON. Did you make any applications to the State De-
partment in reference to this loan?

Mr. STRALEM. We always do and always got the same negative
answer that other people got.

Senator JOHNSON. Did you m'ake any inquiry of them as to the
possibilities of a loan to Chile?

Mr. STRALEM. No, sir.
Senator JoN.xsoN. Were you familiar at the time your Chilean

loans were inade with the letter that had been written concerning
German loans to the Secretary of State?

Mr. STRALEM. I never heard of it until you read it here this
morning.

Senator JOHNSON. I never did either, so we are on a parity there.
Didn't you learn from the Department of Commerce that those in
charge of affairs there believed Chile to be overborrowed?

Mr. STRAiaM. Those loans were made in 1926 and 1927.
Senator JOHNSON. I know that.
Mr. STRALEx. And, as I understood this morning, the report made

by the first gentleman who testified, Mr. Corliss, was made in 1930,
that it was overborrowed.
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Senator JOHNSON. That was only one that he made. But in 1926
they began their studies and if you made inquiries of the Department
of Commerce you must have learned something of that opinion.

Mr. STRALEM. I do not think at that time they had that opinion.
But quite naturally I can not answer for them.

Senator JOHNSOv. Did vou personally attend to the investigations
made for the house of Hallgarten & Co.?

Mr. STnmL . No, sir; but our office did.
Senator JOHNSON. By means of correspondence?
Mr. STRALEM. My associate here, Mr. Peyser, attended to some

of it.
Senator JOHNSON. By inquiry at the Department of Commerce?
Mr. SnTALEm. By inquiry at the Department of Commerce, and by

a study of these bulletins that Mr. Jones referred to, particularly
that made by Mr. McQueen, which was noncommittal at the time
about the borrowing capacity of Chile. In fact, that study indicated
that Chile was in a favorable condition.

Senator JOHNSON. Did that relate to nitrates?
Mr. STRALNM. It touched on them, as I recall it.
Senator JOH.NSON. Do you klnow anything about any concession

given for nitrates in Chile?
Mr. STRALEX. Do yOu mean to us?
Senator JOHNSON. Oh, no; not to you.
Mr. STRALF . Oh, I have heard about that, but all that I heard

was what I read in the newspapers and in handbooks at different
times as to the formation of that company.

Senator JOHNSON. Of what company?
Mr. SmAI.E31. I think it is called the Cosach Co. that holds all

nitrate concessions for the Government.
Senator JOHNSON. Whose company is it?
Mr. STRLM. I don't know. I think the Government is part

owner, but I do not know that of my own knowledge, so I do not
like to try to testify about it.

Senator JoHNsoN. I want only what you know of your own knowl-
edge, of course. Did you know of any American concern that held
a concession in Chile?

Mr. STRALEM. 0nlv what I have seen in the newspapers. I know
there is the Chile Copper Corporation owned by Americans and
which has mines down there, and I believe some Americans-but I
don't know who-have some nitrate properties. I have not investi-
gated it, and don't know. I am talking really from hearsay.Senator Johinso.N. Did you know whether any of this particular
loan was to be applied to the nitrate industry at all?

Mr. STRALEM. Not of my own knowledge.
Senator JOHNsOx. You'had no knowledge of that?
Mr. STRAi.M. No, sir.
Senator JoHNSON. You made no investigations to ascertain it?
Mr. STRALEMf. We had no reason to investigate it.
Senator JOHNsON. Did you know anything about any English

companies there engaged in nitrates?
Mr. STRIALEM. Just in the same general way as I would know about

American companies.
Senator JOHNSON. Did you know whether or not any part of your

loan was to be applied to rehabilitating them?

I I
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Mr. STRALEM. Not that I know of.
Senator JOHNSON. And you don't know whether that was done

ultimately or not?
Mr. STRALEM. No.
Senator JoiiNsoN. And you don't know whether that was intended

or not?
Mr. STRALEM1f. . don't know. I can only tell you what the Govern-

ment officials told us or our representatives.
Senator JOHNsON. You, of course, have the original contract that

was made with you in relation to that loan?
Mr. ST"ALEX. I have not got it here.
Senator JOHNsoN. Would you either give the original or a copy

of it to the committee reporter to insert in the record?
Afr. STRAI.YI. I would rather furnish a copy of it.
Senator JOHNSON. Well, that is all that I ask. Please do that.
Mr. STALEM. And also the fiscal agreement that goes with it, it

there was one?
Senator JoHNsoN. Then there was in this instance of a loan to

Chile a fiscal agreement. was there?
Mr. STRALEM. I believe so. and if there was I will send it to you.
Senator JoiNsoNx. You will give it to the committee reporter to

insert in the record.
Mr. STRALEM. Yes, sit'.
(A copy of the bond sale agreement between Hallgarten & Co. and

the Republic of Chile, and a fiscal agreement, if there was one, will
be furnished for the record, and when furnished will be inserted at
this place and printed.)

Senator JOHNSON-. Do you know whether or not there was a bond
sale contract in connection with it?

Mr. STRALEM. I can not tell you exactly without referring to the
records. There were two different agreements, a bond sale agree-
ment and a fiscal agency agreement; and if there was only one agree-
ment then it covered both branches, and if there were two agree-
ments, one covered the branch in regard" to the bonds, and the other
covered the branch in regard to the fiscal agency.

Senator Jouiiso.. Do you know whether in either of these con-
tracts there was any provision in relation to the profits or the gross
receipts that might accrue from the sale of the bonds?

Mr. STRALEM. I do not quite understand your question.
Senator JOHNSOn. Was there anything in either contract in rela-

tion to anV division of the receipts you might have from the sale of
the bonds'either as profits or otherwise?

Mr. STRALEM. A division with whom?
Senator JOiiNSON. I don't know.
Mr. STRALEM. Not that I know of.
Senator JOHNsO-.. That is the question I am asking you.
Mr. STRALEM. I do not know of any.
Senator JOHNSON. Well, you would know if there was one,

wouldn't you? I
Mr. STRALEM. Well, this is six years old and I am telling you

what my memory of it is to-day.
Senator JOHNSON. The gentleman sitting by your side, you told

me, had taken some of these matters up.
Mr. STRALEM. But he would not have that knowledge.
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Senator JOHNSON. He had taken the matter up with the Commerce
Department. Can you name any individual in the Commerce De-
partment that you interviewed?

Mr. PEYSER. No. I did not interview the Commerce Department
directly. One of my associates (lid. But we secured all available
published information that they had.

Senator JOHNSON. Would that apply to both loans?
Mr. STnAuM. Yes, sir.
Senator JOnNsoN. Did you purchase outright these bo .!
Mr. STRALEM. Yes.

Senator JohnsoN. And your statement shows the purchase pri'e
in the first instance, of the $42,500,000 worth of Republic of Chile
bonds, was 89.13.

Mr. STRALEM. Yes, sir. And we had three-eights by way otf ex-
penses, which made the gross price, if you want it, 89.61, as'the .cost
of the bonds.

Senator JoHNsoN. What do you mean by three-eights expenses?
Mr. STRALEM.. The expenses of our lawyers in Santiago and here

to prepare documents.
Senator JohNO.sov. Did any part of the three-eights go to aliy.

bod other than lawyers?
Mr. STRALEM. Not that I know of.
Senator JoiNsoN. But you would know if it did, would you not
Mr. STRAILM. Well, I do not know what the lawyers lid with

their money.
Senator *JOHNSON. I would not presume to ask you what the lawyers

did with their money, but I mean so far as you know, did it go to
anybody elseI

Mr. STRALEM. So far as we know, it went to the lawyers. And
there is the possibility, although I do not know and I would have
to refresh my memory for that, and would be able to let you know
later, that some of it might have gone to some agent we might have
had down there.

Senator JOHNSON. Well, that is what I want to know.
Mr. STEALEM. I can not answer that question now.
Senator JOH.NSON. Did you have an agent in ChileI
Mr. STRALEM. It was a local banking firm by the name of Tannor &

Co.
Senator JOHNSON. Purely a banking firm?
Mr. STRALEM. Yes, sir.
Senator JohINSON. Do you know whether anything wenb to them i
Mr. ST=ALEM. Well. I am pretty sure, from the fact of their being

in the banking business, that something stayed with them.
Senator JOHNSON. Well, I feel very certain on that point, too.

So there is another thing that you and I will not disagree upon.
It shows here that 89.13 was the purchase price. And under the
column "Banking group of syndicate" you have 90. Do you mean
that you disposed of these bonds to them at 90?

Mr. STRALEM. Yes, sir.
Senator JOHNSON. Now you have a heading "Selling price and

concessions to distributors." What does that mean?
Mr. STmAu M. The public paid 9314 less 234 per cent.
Senator JOHNSON. Your profit being $31,700.

I
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Mr. STALEP.M. Our own profit being $81,700, and the total profit
of the group, including Hallgarten & Co., Kissel, Kinnicutt & Co.,
and Halsey, Stuart & Co. being $210,000.

The CuAnmAN. Is that your gross profit?
Mr. STRAwm. Again I should like to check those figures before

I give you the gross and net, but I imagine that was the net figure.
The CHAIRMAN. Just what do you mean by "selling price and

concessions to distributors "V
Mr. STRAzEM. For instance, we form a very large group, which

includes people from Maine to California and from Washington
to Florida, for the purpose of distributing these bonds. There will
be some house in Florida or in Maine who will get these bonds at
93% and who will take small amounts and who will get a commission
of 23 per cent on such bonds as they sell. Those people who get the
bonds at 90 are people who take bigger amounts and who take a lia-
bility besides, while the men who get them at 9334 take no liability
of ainy kind. All that they do is, attempt to sell these bonds. If
they ;ell them they get the commission. If they do not sell them
they do not have any bonds on hand.

Senator JOHNSON. Have you any of these bonds on hand now?
Mr. SALEm. No, sir.
Senator JonNsoN.. Take the next one: $27,500,000, 6 per cent

external sinking fund gold bonds, issued February, 1927, and due
February, 1961. Those you. bought at 87.13 amd sold at 9314.

•Mr. S'RALEM. At the same price as the other bonds.
Senator JoxxNso.x. And you had a profit in that case of $128,000.
Mr. STRA L. Yes, sir.
Senator JOHNSON. And the profit of those interested in that

mailerr issue was $858,000, is that correct?
Mr. STRALEM. It is correct according to those figures.
Senator JOH.NSON. Well, why was your profit on the smaller issue

so much greater than the profit on the larger issue?
Mr. STRALEM. On account of the spread between the price at which

we bought them and the price at wuIch we were able to form a bank.
ing group. You will see that one wb-s :purchased at 89.13, while the
other was purchased at 87.13, and thb price to the banking group
or syndicate in one case was 90 and in the other 901/2. So the spread
was a little bigger.

Senator JOHNSON. Do you have your own distributing agents?
Mr. STRALzx. Yes, we have, but it is nothing like some of the

larger distributing houses. We have never had more than 30 or 40
men employed in that department.

Senator JOHNSON. SO that the number of distributors in these
two issues would be rather limited?

Mr. STRALEm. You can see that there are quite a number of other
houses interested with us in that group, and probably there may
have been 300 or 400 or 500 distributors, but I don't know. They
were quite large syndicates and for quite large amounts.

Senator JOHNSON. The next issue that you have is Colombia-
Senator SHORTRIDGE (interposing). Let me ask a question right

there: Do I understand you to say that both of these Chilean issues
your house bought outright?
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Mr. STRALEM. Yes; that group bought outright. We were not
alone. We would not attempt to take a $42,000,000 liability alone.
We were not strong enough for that.

Senator SHORTIIDGE. But the group bought the bonds outright?
Mr. STALEm. Yes; it was not an option but an outright purchase.
Senator SHORTRIDGE. You bought and paid for them?
Mr. STRAXM. Yes, sir.
Senator SIIORTRIDGE. And then sold the bonds in the manner that

you have mentioned?
Mr. STRALE3M. Yes, sir. Payment may have taken place simul.

taneously with the sale or previously, I don't know. Anyway, we
were liable for the money.

Senator SHOTRIDGE. You were liable for these sums of money?
Mr. STRALEM. Yes, sir.
Senator JoHNsoN. Are these bonds of Chile on the market now?
Mr. STALEM. Yes, sir.
Senator JoiiNsoN. What are they quoted at?
Mr. STiCALEM. Somewhere around 15.
Senator SHOIRTIIDGE. Do you mean 15 cents on the dollar?
Mr. STRALEM. Yes, sir. I see here it is 13.
Senator JOHNSON. You have none of the second issue on hand.'
Mr. Sr%%SLE. No, sir. We had some on hand at one time but took

our loss and got out.
Senator JohiNsoNv. You sold them out?
Mr. STULLE. Yes, sir.
Senator JOHNsoN-. How long ago?
MIr. STRALE:M. I couhl not tell you.
Senator JOHNSON. I should like to know.
Mr. STRALEM. I will look it up.
Senator JOHNSON. How long ago did that default take place!
Mr. STrI .EM3i. Last August.
Senator JOHNSON. Only last August?
Mr. STRALE.M. Yes, sir.
Senator JoHiNzsoN. Did you dispose of your bonds before August

of 1931?
Mr. ST ALEM. I suppose so.
Senator SnoR=iDoE. Had they fallen materially before the

default?
Mr. STRALEM. I would have to look that up in order to answer.
Senator SIIOnmuG.x. From your general knowledge can not you

tell us?
Mr. STRALEM. Yes, I suppose they started to go down as soon as

nitrates and the nitrate exchange started to be against Chile. I
would say, in a general way, yes, they started to go down probably
the year before, in 1930.

Senator SHORTHIDGE. And they have fallen more rapidly since the
default?

Mr. STRALE.M. Oh, decidedly. But I could not tell you now what
the price was at the time of default. You see very often rumors of
default come into the market weeks before an actual default hap-
pens, and the minute those rumors start circulating it affects the
market for the loan.

Senator SHOXiTuiDGE. Affects the market price of the bonds?
Mr. STRALEM. Yes, sir.
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Senator JOHNSON. Now we will take the next issue: The Republic
of Colombia, $9,000,000 issue oi' the municipality of Medellin. You
bought them at 891/8 and sold them at 9014, and your profit was
$19,000: is that correct.

Mr. STRALEM. Yes; that is correct. It is taken from our records.
Senator JOHNSON. Did you have with the municipality of Medellin

an agreement first in respect to the sale of the loanI
Mr. STRIALFM. We bought the bonds outright.
Senator JOHNSON. Was there any bond sale agreement then

between the city of Medellin and yourself?
Mr. STRALE. I can only repeat about that what I said in regard

to the others: There may have been two agreements or only one
agreement,bbut whatever we have we will furnish.

Senator JOhN.SON. Whatever agreements you may have lied with
the municipality of Medellin, whether one or two, you will furnish
it or them.

'%r. STRALEM. Yes, sir.
Senator JohNsox. Is the municipality of Medellin in default

now?
Mr. ST1ALE3M. Yes, sir; but not of its own volition, but on account

of the National Government of Columbia having passed a decree
preventing them from buying the exchange. That issue of bonds
was made for the purpose of extending the municipally owned
hydroelectric plant and steel railways, and so forth, of the city of
Medellin.

Senator JO.NSO-.N. Yes; but it was also made for the retirement of
certain indebtedness.

Mr. STRALEM. It was made for the retirement of about $2,750,000
of external 8 per cent bonds; payment of entire funded internal
debt and addition, improvements, extensions, public works, tramway,
sewer, and paving purposes. We get reports from the city of Medel-
lin, and I have one here but I don't know whether you want it put
in ite record or not. We get these reports every month, of what the
enterprises of the municipality bring in. They send in these reports
to us, and we have never seen any indication of an intention not to
pay. On the contrary they have'shown that they were willing and
glad to pay if allowed to do so, that they had the dollars in bank,
but that the Government prevented them from paying.

Senator JoHnsoN. That is, you mean the National Government?
Mr. STRALEM. Yes, sir.
Senator JOHNSON. Prevented them from remitting.
Mr. STRALEM. Yes, sir.
Senator JOHNsON. And that was because of the exchange, you say?
Mr. STIALEM. Yes, sir; would not allow them to buy the exchange.
Senator JOHNSON. Is this the notice that you sent to the pur-

chasers of the bonds?
Mr. STRALEM. I think it is. It states the facts that I have just

given you.
Senator SHORTRIDOE. Is that in regard to the default?
Mr. STRALEM. Yes, sir.
Senator JOHNSON. I will read it [reading:]
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(Notice to holders of municipality of Medellin, 25-year external 7 per cent
secured gold bonds of 1926; external 6%, per cent gold bonds of 1928)

The undersigned regret to announce that, notwithstanding their repeated
demands, funds for the payment of the interest due December 1, 1931, on the
bonds of the above issues have not been received, although, as they have been
informed, the funds have been deposited in Colombia.

The following message, translated by the undersigned, was received today:.
"Municipality duly deposited funds for the service of 7 per cent and 6%

per cent bonds. Deposit was made In dollars at bank agreed upon as depository
unler contract. But due to abnormal circumstances which we have communi.
cated to you said bank has not obtained authority for transfer to fiscal agents
in New York. Municipality has made efforts to procure remittance and will
continue to do so for it Is a case of mere delay in issuing the permit according
to communication from the control board."

LUmS MESA VILLA,
Preaident.of Oounoil.

Tie undersigned are continuing their efforts on behalf of the bondholders.
As to the 7 per cent bonds, Haligarten & Co., fiscal agents.
As td the 6% per cent bonds, Hallgarten & Co.; Kissel, Kinnicutt & Co.,

fiscal agents.
DmcBER 1, 1931.
Mr. STRAFxx. And this is the way we get information from the

municipality of Medellin.
Senator JOHNSON. This other statement you show me I take it is

a financial statement of the municipality.
Mr. STRmzz. Not of the municipality but of the properties on

which we have a mortgage. And I might say that their receipts
were larger in 1931 than in 1930. And they did not have cniough
money to finish the job they were doing and so they borrowed a
million dollars from their own citizens. That shows the good faith
of that municipality.

Senator JOHNSON. But the fact remains that they have not paid.
Mr. SmR.&zi. Yes, sir; due to the action of the national govern.

ment.
Senator JOHNSON. It appears that they had the money with which

to pay.
Mr. STRALE. Yes, sir.
Senator SHORThID0E. But were prevented from doing it by some

action of the national government?
Mr. STRAxm. Yes, sir.
Senator JoHNSON. Did you make inquiry as to why the national

government interferred with the municipality or the corporations?
Mr. STRALEM. I can only imagine that it was because they wanted

the exchange for themselves; because they are taking it to pay the
interest on their national bonds.

Senator SHOETRIDGE. Have they defaulted on their national Gov-
ernment bonds ?

Mr. STRALaM. No. They were due on the 1st of January and we
are paying the coupons at this moment. We have no reason to
believe that these bonds are not going to be paid, that they are not
going to continue paying them. There is no indication whatsoever
that they will not continue to pay, and yet these bonds are selling
at 27 cents on the dollar.

Senator JOHNSON. That is, do you mean the bonds of the munici-
pality of Medellin?

Mr. STRALEM. No, sir; the bonds of the national government.
Senator JOHNSON. What are the bonds of the municipality of

Medellin quoted at?
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N.r. STRALEM. Somewhere between 10 and 15.
Senator SHORTRID . Senator Johnson, let me develop a matter

right there: Mr. Stralem, you say that the municipality of Medellin
still has money on deposit with which to pay the interest which was
due last December.

Mr. S=a L . So we are told and believe.
Senator SHORTRIDGE. But that is has been prevented from making

the payment because of the action of the national government.
Mr. STRALEM. By a decree issued by the national government

controlling the exchange.
Senator SHoeRiDoE. And under their system of laws as you under-

stand them they have that power?
Mr. STRALE.I. They seem to have it because we (lid not get the

money.
Senator SioTmiDGE. That is a curious situation to us.
Senator JOHNSON. The next on your list are: Republic of Colombia,

$10,000,000 external gold liotes of 1927, which have been redeemed,
have they not?

Mr. STRALEM. Yes, sir.
Senator JoHnson. They were purchased by you on a 5 per cent

basis?
Mr. STRAALEM. Yes, sir; and sold by us on a 51/2 per cent basis,

less one-sixteenth, which is a profit that is practically nil.
Senator JOHNSON. The next one is a $25,000,000 Republic of

Colombia 6 per cent external sinking fund gold bonds loan, issued
September 1927 and due January 1961.

Mr. STRAxxx. Yes, sir.
Senator JOwNsON. You have here a purchase price of 91.18, and

a banking group or syndicate at 891/2.
Mr. STBALEM. Yes, sir; showing that we took a loss.
Senator JoHNsoN. You took a loss there?
Mr. STRALEM. Yes, sir.
Senator JoHNsON. Why?
Mr. STRALEM. Because probably between the time when we bought

the bonds and the time we were able to sell them the money market
or other markets had changed and so we sold them at a loss.

Senator JOHNSON. Do you know what that loan was for?
Mr. STRALEM. For extension and unification of railroad systems,

development of port works, canal, and repayment of foregoing short-
term loan.

Senator JOHNSON. Did these loans of yours to Colombia have any-
thing to do with those of the National City Bank?

Mr. STRALEm. No, sir.
Senator JOHNSON. Their dealings were entirely separate and dis-

tinct from yours?
Mr. STRALEBM. Entirely.
Senator JOHNSON. Did you have anything to do at any time, and

by you I mean your house" or any of your associates, with legislation
by Colombia?

Mr. STIALEM. Nothing whatever.
Senator JoiiNSoN. Didyou have anything to do, and by you I mean

your house or you in conjunction with any of your associates, with
petroleum concessions in Colombia?

92928-32-PT 2----53
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Mr. S=mAx~. Not in Colombia.
Senator JOHNSON. Nothing at all?
Mr. SmAm!. No, sir.
Senator JOHNSON. Did you know anything about those?
Mr. Smutx.. I have heard about the Barco concession, but about

the details I know nothing.
Senator JOHNSON. In view of these Colombia loans of your own,

didn't you take an opportunity to ascertain?
Mr. STRALEM. We could not. All that we could get was-well,

we knew that there was a Barco concession that had been in existence
for a long time, and we heard after we had made the loan that the
Barco concession was going to be canceled.

Senator JOHNSON. And it was canceled?
Mr. STRALEM. I believe it was canceled and that it has been re-

stored.
Senator JOHNSON. And then it was restored?
Mr. STRLEm. I believe so.
Senator JOHNSON. Do you know whether any loans were made at

that. time?
Mr. SALxE. I do not know.
Senator JOHNSON. Didn't you follow up that situation?
Mr. STRALEM. I followed the situation, and I know the loan was

made, and I know that the Barco concession was restored.
Senator JOHNSON. That is exactly what I am asking you.
Mr. STRALEM. But I do not know whether one had anything to do

with the other.
Senator JOHNSON. But it is one of those singular coincidences

where a loan was made and the Barco concession was restored.
Mr. STRALEM. The world is full of these coincidences.
Senator JOHNSON. Who had that loan when the coincidence

occurred?
Mr. STRLEM. If you will fix the date of it.
Senator JOHNSON. Well, you know that the National City people

had it.
Mr. STRALFm. Well, they had the latest loan.
Senator JOHNSON. Now, I think you will pardon me for insistence

upon these matters. Here you had a $25,000,000 loan to the Repub-
lic of Colombia upon which you were taking a loss, and I will go
into that in a minute, and you had one for $35,000,000 in 1928.
Now, those are fairly big enterprises for you, are they not?

Mr. STRALEM. They were.
Senator JoHNsoN. Well now, didn't you follow up what was trans-

piring in the Republic of Colombia?
Mr. STRALEX. Yes, sir; we were trying to follow it.
Senator JOHNSON. And you did follow it, didn't you?
Mr. STRAtm. Yes, sir.
Senator JOHNSON. And didn't you get such information as you

could?
Mr. STRALEM. Certainly.
Senator JOHNSON. And didn't you know what happened?
Mr. SRaALEm. All that I can remember at this date-well. we had

nothing to do with oil, and we had nothing to do with the Barco
concession, and we had nothing to do with the short-time loans

I ,, I
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except the one you see there that preceded the other loan. We did
not know who it belonged to at the time, but I think the Gulf Oil,
perhaps. I think at that time there was some fight about the Barco
concession, and about lines of the Barco concession.

Senator JOHNSON. That is, you mean the line between Venezeula
and Colombia I

Mr. STmz~. Yes, sir.
Senator JoHnsoN. You knew there was some difficulty in respect

to that?
Mr. STIALEm. Yes, sir; but it was after our loan.
Senator JoHNsoN. Did Mr. Olaya see you possibly when you had

these loans out?
Mr. S=RALEm. Yes, sir.
Senator JOHNSON. And who was Mr. Olaya I
Mr. STRALE-M. He was the minister from and is now the President

of the Republic of Colombia.
Senator JOHNsoN. He was then the minister to the United States

and afterwards became the President of the Republic of Colombia.
Mr. STRALEM. Yes, sir.
Senator JOHNsON. He saw you about these loans after you had

made them?
Mr. STRALrx. Yes, sir; he came to New York and signed for

them.
Senator JoHNson. Didn't you then investigate as best you could

what the situation was with regard to your loans?
Mr. STRALEM. At that time Ido not think there was any situation,

as far as I can remember. As far as I can remember, I do not know
that there was a situation in regard to the Barco concession.

Senator JoHNsoN. When did you take your loss on the $25,000,000
loan ?

Mr. STALFM. I would have to look it up. I do not know the date.
Senator JOHNson. The issue was September, 1927.
Mr. STm.%Ln. The first one in March 1927.
Senator JoHn.so N. I am speaking of the loss.
Mr. STRALEXM. September, 1927.
Senator JOHNSON. That is when you took the issue of $25,000,000!
Mr. STRALEM. Yes.
Senator JOHNSON. When did ths loss accrue to you?
Mr. STRALEM. Probably within three weeks of that, I imagine.
Senator SHORTBIDGE. How much of a loss?
Mr. STRALEM. The total loss for the different members of the

group was $514,000. Our own personal loss was $104,000.
Senator JoHNsoN. Didn't you pursue that in the slightest degree

with Mr..OlayaI
Mr. STRALEM. I can not remember at this date. I would like to

refresh my memory about it.
Senator JONSOn. ! would be very glad if you would refresh your

memory, because it seems to me a natural thing, when you had these
bonds that had been a losE to you, and then in March, 1928, only
a short time afterwards, yoa took another bond issue from these
people, that you would have pursued with Mr. Olaya, who was min-
ister to this country, and acting for Colombia, the whole situation, to
ascertain the facts.
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Mr. STRALEAL The facts, as far as I can remember-I would prefer
to refresh my memory, and then, if you will allow me, I call give
you a report oil it. Can I do that?

Senator JOHNSON. Yes. If you do not feel that you can speak
accurately now, I do not ash you to do that.

Mr. STRALEM. Can I send it to you by mail ?
Senator JOHNSON. Surely. Send it to the chairman of the com-

mittee by mail, if you will, but I want to know what you did, and
what you learned, that is, of your own knowledge, with respect to
those loans. I call your attention again to the fact that you had a
$25,000,000 external sinking fund loan, gold bonds, issued September,
1927, upon which you assert that you took a loss of $104,000, and
that your associates took a total loss of $514,000.

Mr. STRALEM. Inclusive of ours.
Senator JOHNSON. Including you own. All right. Now, I call

your attention to the fact that six months afterwards, you took
another bond issue of Colombia for $35,000,000, $10,000,000 more.
external sinking fund gold bonds, 6 per cent, and those you sold and
made a profit yourself of $67,500, your associates making a profit of
$332,500. I ask you whether or not, with this bond issue of 1928,
with the loss that you had taken in 1927, you did, either in the
interim between September, 1927, and March, 1928, or thereafter, be.
ing constantly and continually in touch with Olaya, who was not only
representing Colombia, but subsequently its President, make investi-
gations in respect to these bond issues?

Mr. STEALEM. We certainly did; and the fact that the second issue
was sold at 95 to the public, and the first at 921/2, would seem to me
to indicate that the credit of Colombia must have gotten better. It
may have been due to money market conditions that we could not sell
the bonds at a profit, and for no other reason The money market may
have eased off between September, 1927, and March, 1928, which
allowed us to sell practically the same bonds, six months apart, at21/,, points higher.Senator JOHNSON. That may all be, but it was not a common thing

for you to take a loss of $100,000 on a bond issue, was it?
Mr. STRALEM. It has become so.
Senator JOHNSON. It has become so, I imagine, since we have

developed that none of us have any particular financial sense; but
prior to October, 1929, when the great crash came, it was an uncom-
mon thing for you to take a loss, was it not, in a bond purchase of
$100,000?

Mr. STRALEM1. Yes, I admit that.
Senator JOHNSON. That being the case, I am trying to pursue my

inquiry to ascertain what you did and what you learned.
Mr. STRALEM. I will try to find out exactly.
Senator JoHiNSON. And just what Mr. Olaya said. Were you paid

out of some other bond issue?
Mr. STRALEM. No.
Senator JOHNsON. Were you paid out of some short-term credits?
Mr. STRALEM. No.
Senator JOHNSON. Were you paid anything?
Mr. STRALEM. Nothing except profit on second bond issue.
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Senator SHORTRIDOE. What is that?
Mr. STRALE . The law passed by the Congress of Colombia was

for a loan of $60,000,000, and those two, the $25,000,000 and the
$35,000,000, make the $60,000,000 authorized under that law. At the
time of the first issue, the credit of Colombia was not well known in
the United States, and we probably overbid, in view of that fact, and
we had to take a loss to sell the bonds. Those bonds must have gone
up after the sale, because we were able to sell the second bonds, six
months later, at a higher price than the first ones, and the credit of
Colombia being better known at that time; probably allowed the sale
to be made.

Senator JoHNSoN. Let us take the first one, $10,000,000 external
gold notes of 1927, issued March, 1921, due August, 1927.

MIr. STALE3L'. Yes. a 3-month loan, is it not, or a 5-month loan?
Senator JOHNSON. Exactly. To have taken it on the basis you did,

the credit of Colombia must have been pretty good, you thought, isn't
that true?

Mr. STRALEM. It may have been very good with the banks.
Senator JOHNSON. Yes.
Mr. STIIALEM. But the issuing credit of Colombia-
Senator JoHNsON. You think it may have failed between then and

September?
Mr. STRALMr. No. The credit with a bank is not. the same thing as

the issuing credit with the public. The public may not know any-
thing about Colombia, or it may. In this instance, it looks as if the
banks knew of the value of Colombian credit, and were willing to
advance money. We sold it at a small profit to people who are
willing to take a short issue. The people who buy a short issue are
not the same people as those who buy a long issue. Different classes
of people deal in those two classes of securities. I may want to have
a long-time investment-

Senator JoiiNsoN. Do you know when Olaya became President of
Colombia?

Mr. STRALEM. I imagine it must be a year and a half ago that he
took office.

Senator ,JonNsoN. But you do recall that during the period of
these particular loans, you were in communication with him?Ir. STALE-i. Oh, yes.

Senator JoHNsoN. Did you have any written communications with
him?

r11'. STIAL13M. I could not tell you. I imagine so. I am not sure
of it. I would prefer looking it up before answering definitely.

Senator JoiiSmso,. Did you make any inquiry concerning these
issues from the Departmenit of Commerce?

Mr,. STRA,,.rE. There is not an issue, I believe, that we have made
where wve did not try to find out, either from the Department of
Commerce or through~ other sources, all the information that we
could before entering into negotiations.

Senator JOHNSON. Is there any arrangement as to the repayment
of your loss at all?

Mr. STRALEM. No, sir. The loss was ours.
Senator JOHNSON. You just accepted that. In March, 1928, the

$85 000,000 was apparently for railway and highway construction,
is that correct?
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Mr. STAmM. That is correct.
Senator JOHNsON. Is that like the highway construction that we

have heard of, that occurred so often in latin America?
Mr. STRALEM. NO. I believe the Colombian people are pretty-
Senator JOHNSON. You think they buiPh their highways?
Mr. STRALE.1. I think they built their highways. I do not think

they built enough of them.
Senator JOHNSON. That is, they did not issue enough bonds to

build enough of theni.
Mr. STRALEM. No, sir. I think they still need more development

of that type.
Senator JOHNSON. Were there any other purposes?
Mr. STitmLEM. Railways, ports, and so forth.
Senator JOHNSON. Railway and highway construction?
Mr. STRALEM. Railway and highway construction.
Senator JOHNSON. Any other purposes?
Mr. STRALEM. No other purposes.
Senator JOHNSON. For each of these loans concerning which I

have interrogated you, you will hand, will you not, to the reporter
the prospectus that you issued to the American public?

Mr. STRALEM. Yes.
Senator JOHNSON. The next one is the Republic of Uruguay, $30,.

000,000, 6 per cent, external sinking fund gold bonds. By the way,
was your house the house that received the portions of the sinking
fund?

Mr. STRALEX. Sinking fund agents; yes, sir.
Senator JoHNsON. Do you know what that particular indebtedness

was incurred for?
Mr. STR.Ai. Refunding of existing debts, sanitary works, rail.

ways, ports roads, and schools.
Senator JoHNsoN. There was a spread there of about 5.
Mr. STRAxM. Yes, approximately; between 41/2 and 5, from be.

ginning to end.
Senator JOHNSON. Your purchase price was 91.53; your selling

price 961/; is that correct?
Mr. ST=Arx. That is correct.
Senator JOHNSON. The entire syndicate there made $178,500.
Mr. STR m. The originating syndicate.
Senator JOHNSON. The originating syndicate. And you say 5our

part was $26,800?
Mr. STnA . Yes, sir.

'Senator JOHNSON. You had the same sort of contracts for that
particular indebtedness that you have had for the others?

Mr. STRAIML. Yes, sir.
Senator JOHNSON. We would like them, too, if you please. Now,

the next one is Republic of Uruguay, $17,581,000, 6 per cent, external
sinking fund gold bonds. The purchase price was 95.02; selling
prie, 98. You have your profit as $16,700, and of the original
syndicate, $62,500. Is that correct?

Mr. STRALEM. Yes, sir. I might say here that, as I remember, the
$7,000,000 that were taken by other people were taken by the National
Bank of Uruguay.

Senator SHoRTmn)oE. What is the (late of those?
Mr. STRALEM. May, 1930.
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Senator JouiNso.N. What are those bonds worth now?
Mr. STRAL.EM. They are selling around 25, and they are paying

their interest.
Senator JoiNsoN,. Both issues?
Mr. STALEM. Both paying their interest.
Senator JoHNsoNi . Both issues about 25?
Mr. STRALEM. Yes.
Senator JoHNO'. You will furnish the contracts as to them, with

your testimony?
Mr. STRALV-41. I take it for granted you want all of them.
Senator JoitxSON. Yes, if you please. I want all of those.
How about these Argentine loans that you made? Are they in

perfectly good shape at the present time? I think two of them
have been redeemed, havc they not?

Mr. STRALEMr. Two of them have been redeemed, and we have
to-day, with the First National Corporation of Boston, $41,000,000.
Those are also paying their interest.

Senator .JoirNsoN,,. Can you give me any reason why the Govern-
ment of Colombia should deflct the reinittance of these munici-
palities on the bonds that have been issued by the municipalities?

Mr. STRALEM. No, sir. I can not, unless they needed it for them-
selves, and preferred to pay their own. That is the only reason I
can think of, and it is not a very good reason.

Senator ,JoHNsO.. Did you have any part in the Peru loan?
Mr. STRALEM. No.
Senator JolNxSON. Did you have any part in any of the Bolivia

loans?
Mr. S'MALE.L We may have had an interest in the distributing

syndicate. but we had no direct interest. We never had any
negotiations with Bolivia: not since 1922.

Rfr. PEYsmt. You are referring to the time since 1922?
Senator Joh,so,. Yes.
Mr. STRLEM. I do not know whether we have had before.
Senator Jon-soN. Then, you have had. since 1922, no interest in

either Bolivia or Peru?
Mr. PEYSm. No.
Mr. STRlLEM. Except possibly as distributors under somebody

else's syndicate.
Senator JohiNsoN. Can you recall?
Mr. PEYsER. No; we have not.
Senator JoiisO.;. I thought you said you had not. You have not,

even as distributors?
Mr. STRALEM . We may have. I do not know.
Senator JoHNsoN. D( you know, Mr. Pevser?
Mr. PEYSER. As distri6tutors, we would 'imply be salesmen.
Senator JOHNsON. But you do not recall whether-
Mr. STRALEM,. As distributors we wol have no direct contact with

the Government. and nothing to (1o with the contracts.
Senator JoHNsso.;. Pardon me just a moment, and then I will not

disturb you, probably, longer. You know nothing about any conces-
sions that have been granted by any of these countries?

Mr. STRALEM%. No, sir.
Senator JohiNsoN. You have had nothing, either directly, to do

with any such concession?
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Mr. SaAnum. No, sir.
Senator JOiiNSON'. You know nothing about the petroleum laws

that were passed by Colombia?
Mr. STRALEM. We had nothing to do with it.
Senator JOhiNSON. You know nothing of them, except what you

have heard of late?
Mr. STRALEM. That is all.
Senator JOHNSO. In 1930, did you know that President Olaya

was dealing with the National City Bank?
Mr. STIRALEM . We heard of it.
Senator JoHtNSOx. Do you know anything about the contracts that

were entered into at that'time?
Mr. STRALEM. Nothing at all. We were not a party to it in any

way, shape, or manner, and we did not advance any money under the
National City Bank to the Government. "

Senator JohiNsoN-. Inasmuch as you held certain bonds, I thought
you might be familiar with the terms of the contracts then executed.

Mr. STRALEM. No, sir.
Senator JoiiNso N. You are not familiar with that at all.
Mr. STRALEM. No, sir.
Senator JOHN-SON. Have you had anything to do with Cuban

loans?
Mr. S'n1 Ai:.% No, sir.
Senator JOHN-SON. Either for sugar corporations or otherwise?
Mr. STRALEM. No, sir.
Senator JOHNSON. That is all.
The CHAIRMAN. You may be excused, then.
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Foreign loans issued by Hallgarten & Co. and associates

Participants

Haligarten & Co.; William R. Compton Co.; S. W. Stras & Co..

Amount Country Redeemed Purchase Expenses Banking
price (about). group orI syndicate

I [syndicateI I .1 *I~ .1

$4,000,000

Haigarten & Co.. Halsey, Stuart & Co. (Inc.); Goldman, Sachs & 30
Co.; Lehman Bros.; J. & W. Seligman & Co. 1 ,

Hallgarten & Co.; William R. Compton Co.; Banca Commercale
Italiana Trust Co.

1lallgarten & Co.; Halsey, Stuart & Co. (Inc.) ...................

liallgarten & Co.; Lehman Brc., Freeman & Co.; Lawrence
Stern & Co. (Inc.), Chicago.

ilallgarten & Co.; Kissel, Kinnicutt & Co .......................

Itallgarten & Co.; Kissel, Kinnicutt & CD.; Brown Bros. & Co.;
E. H. Rollins & Sons, Grace National Bank.

HIallgarten & Co.; Kissel, Kinnicutt & Co .......................

I $1, 000. 000.
3U OO0, OW.

2, 700, 000

5,000X, 000

2,400.000

1, 0o0 000

4.000,000

Z 200, (,'J0

ESTONIA

Republic of Estonia banking and currency re-
form 7 per cent loan of 1927; issued June, 1927;
due July, 1967.

GERMANY

Berlin City Electric Co. 6Y per cent notes;
issued February, 1926; due 1928-29.

HUNGARY

flungarian Italian Bank (Ltd.) 7,% per cent
35-year sinking fund mortgage gold bonds;
issued October, 1928; due October, 1963.

ITALY

Isarco Hydro Electric Co. 1st mortgage 25-year
7 per cent sinking fund gold bonds; issued
Alay, 1927.

Lloyd Sabaudo, first mortgage 7 per cent marine
equipment serial gold bonds; issued March,
1926; due serially, 1930,1941.

CHILE

City of Soziago

1-year 6 per cent external gold notes; squed
January, 1927; due January, 1929.

21-year 7 per cent external sinking fund gold
bonds; issued January, 1928; dut- January,
1949.

7 per cent external sinking fund gold bonds;
issued May, 1930; due May, 1961.

3, 000. 000 96. i- I-

57,000

2?2, 500

,400. 0

1,000,000

40, W0

24,5004

$152, 000

F-0

lPer centI

4,

-- - -- -

90 9

til

0

0

0

9.33 0

913i

91

100

9W. 30
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Foreign loans issued by Hallgarten & Co. and associates--Continued

Participants Amount 1  Country Redeemed PurchaseI price

COLOMBIA
Italgarten & Co.; Kissel, Kinnicutt & Co.; Halsey, Stuart & Co.; $3,000,000 Department of Cundinamarca 20-year ex.vnal $3,000,000 ss7Lehman Bros.; Win. It. Compton o0.; Cassatt & Co., Natio7,aI 7 per cent secured sinking fund gold bonds;Bank of Commerce in New York. issued December, 1926; due December, 1946.Hallgarten & Co.; Kissel, Kinnicutt & Co.; Halsey, Stuart & Co.; 3,000,000 Agricultural Mortgage Bank guaranteed 21-year 373,000 92.02Lehman Bros.; ('assatt & Co.; William It. Compton Co.; 7 per cent sinking fund gold bonds; issuedNational Bank of Commerce in New York. January,=; due January, 1947.Halgarten & Co.; Kissel, Kinnicutt &Co.; Halsey, Stuart & Co.; 3,000,000 N yOrtagS Iank of BoJota2-var 7 ... I. .

merce in New York. On ., '%UUOULaDKofCoin
Hallgarten & Co.; Kissel, Kinnicutt & ('o.; Halsey, Stuart & Co.;Lehman Bros.; Cassatt & Co.; William R. Compton Cc.;National Bank of Commerce n New York.

lallgarten & Co.; Blair & Co. (Inc.); halsey, Stuart & Co .....

First Natioral Corporation of Boston; White, Weld & Co.; .lall-garten & Co.; Kissel, Kinnicutt & Co.; Halsey. Stuart & Co.(Inc.); Lehman Bros.; (C ssatt & Co.; Graham, Parsons & Co.;W in. R. Compton C'o.

First National Corporation of Boston: ilaligarten & C'o.; Kissel,Kinnicutt & Co.: Halsey, Stuart & Co. (Inc.); Lehman Bros.;Cassatt & Co.; Graham, Parsons & Co.; lIlornblower & Weeks;
Win. R. Compton Co.

ilalgarten & Co.: Kissel. Kinnicutt & Co.; 1talsey, Stuart & Co.(Inc.); Lehman Bros.; J. Henry Schroder Banking Corporation;National Bank of commercee ; William It. ('ompton Co.; C.,assalt& Co.: Continental & Commercial Co.; Northern Trust Co.;Guardian Detroit (o. (Inc.). 11

3,000,000

36,300,X0

6,000,000

24,121, Mlu

i0, 613,500

41,101, 0O

42, 500,0 00

27, 500, 000

ing fund gold bonds; issued May, 1927; dueMay, 1947.
Municipality of INedellin external 7 per cent

secured gold bonds of 1926; issued December,
1926; due December, 1951.

SWITZERLAND

City of Zurich; 8 lr cent 25-yearsinking fund
gold bonds; issued October. 1920; si October,
1945.

ARGENTINA

Prorince of Buenos Aires

rtr cent external sinking fund gold bonds;
consolidation loan of 1926, issued December,
1926; due Juiie. 1957.

7 per cent external sinking fund gold bonds;
consolidation loan of 126; issued May, 127;
due May, 19%.

6 per cent refunding external sinking fund gold
bonds; issued March, 1928; due March, l96.

CRILE

Republic of Chi!e

6 per cent external sinking fund gold bonds;
issued October, 1926; due April. 1960.

6 per cent external sinking fund gold londs;
issued February, 1927; due Februay, 191.

36,000

11, 369,500

6,00.000

21,121,00

10,613, .00

1, 702, 000

2,384,000

. 565. 000

74

85

92.41

89.13

S7. 13

Expenses Banking
(about) group or

I syndicate

Per cent
1 0.. .. .

°80 ----------

3
1
i 92j 0~

.80.q

02. -

t_1

l' 91 M

t-i

.4



Hallgarlen & Co.; Kissel, Kinnicutt & Co.; Halsy, Stuart & Co.:C3a.salt & Co.; William it. (ompton Co.; National Bank of
Commerce: Lehman Bros.

Flallgarten & Co.: Kissel. Kinnitutt & .... 'Ialsey, Stuart & ('0.
(Inc.); Lehman Bros.; Ca.satt & 'o.: Wi'am It. (ompton Co.;
National hnnk of Comirerce: The Northern Trust ('o.

Hallgarten & Co.: Halsey, Stuart & Co. (Inc.); Lehman Bros.;
Cassatt & Co.; Kissel, Kinnicutt 0 Co.; Ames, Emerich & Co.;
National Bank of Commercv; National Republic Co.; Chicago
(;uardian Detroit Co. (Inc.). Anglo-London-Paris Co., Frisco;
;he Shawmut Corporation of Boston; Northern Trust Co.,
Chicago; Mississippi Valley Trust Co., St. Louis; Minnesota
Loan & Trust Co., Minneapolis; Bank of Italy, Frisco; Amster-
damsehe Bank, Amsterdam (HIolland); Northwestern Trust
Co., St. Paul.

lallgarten & Co.; Halsey, Stuart & Co. (Inc.); Cassatt & Co.;
Kissel, Kinnicutt & Co.; Ames, Emerich & Co. (Inc.); Bane
Northwest Co.. Minneapolis; Mississippi Valley Co., St.
Louis; Guardian Detroit Co. (Inc.); Northern Trust Co.
Chicago: the National Republic Co., Chicago; National
Bankitaly Co., Frisco; the Shawmut Corporation of Boston;
Commercial National Bank & Trust Co. of New York.; First
Wisconsin Co., Milwaukee.

15 per cent basis (97.9117 per cent).
2 Expenses covered by borrowers.
3$7,240.000.
4 $10.341,000.

9 0oW. 000

10,000,000

25,0 0,000

35. 000. 000

30,000,000

17,581,000

278,416,500

COLOMBIA

Municipality of Medellin external 6% per cent
gold bonds of 1925; issued June, 128; duo
December, 1954.

Republic of Colombia

External gold notes of 1927; issued March, 1927;
due August, 1927.

6 per cent external sinking fund gold bonds;
issued September, 1927: due January, 1961.

6 per cent external sinking func gold bonds of
1928; issued March, 1912Z; due October, 1961.

URUGUAY

Republic of U-ruruay 6 per cent external sinking-
fund gold bonds, issued May, 1926; due May,
1960.

Republic of Uruguay 6 per cent external sinking-
fund gold bonds, issued May, 1930; due May,
1964.

90y,

92YS ;0-

t14
0

92% *

-- 9.-.o2 o

0

-- , 02

-------- Xo,

0

to

0

0



Foreign loans issued by Haligarten & Co. and associates--Continued

Selling price andParticipants concessions to dis- Halgarten's participation Hallgarten's profit
tributors

llailgarten 4 Co.: William R. Compton Co.; S. W. Straus & Co... 94 ess 3 ----------- 29
YA per cent ($1,170,000).. ............

lalligarten & Co.; Halsey, Stuart & Co. (Inc.). Goldman, Sachs & 99 less I ----------.. .. .cent (60W,000)- ,0 ($58.(Co.; Lehman Bros.: 3. &'W. Seligman & Co----------98 les I,...... erIlalgarten & Co.; Williae. R. Compton Co.; Banca Commerciale 98j less ---------- 45percent ($1,215,000). $ $42,500 ($94,500)..--1 in;;a.a Trust Co.

ITALY
Hallgarten & Co.; Halsey, Stuart & Co. (Inc.) -------------------- 93 less 2..-.... 50 per cent ($2,500,000) --- $53,000 ($106.000).
Hallgarten & Co.;.Lehman Bros., Freeman & Co.; La-r.nce Stern 90.33 less 23 ---------- 38% per cent ($930,000).... $14,700 ($37,900).&Co. (Inc.), Chicago.

cup of santuia
Hallgarten & Co.; Kissel, Kinnicutt & Co ........................- percent discount 50 per cent ($500,000) --. $,2 Z) ----- . I

less 3 per cent.
Iatalgarten & Co.; Kissel. Yinnicutt & Co.; Brown Bros. & Co.; 100 less 1% ----- 20 per cent ($800,000) .. $13,600 ($68,000).....F. H. Rollins & Sons, Grace National Bank.
Slallgarten & Co.; Kissel, Kinnicutt & Co...................... 96% less 23% .-......50 per cent ($1,100,000) .... $16,500 ($33,000) ..

tallitarten & Co.; Kissel,. Kinnicutt & Co.; Halsey, Stuart & Co.; 943% less 2 -......... 17 percent ($510,000) .... $12,100 ($71,250) .Lehman Brm:.; Win. It. Compton Co.; Cassatt & Co.; NationalBank of Commerce in New York.liallgarten & Co.; Kissel, Kinnicutt & Co.; Halsey, Stuart & Cc,. 973 less 2M ......... 20% per cent ($68,750). $12,200 ($59,200) .Lehman Bros.; Cassatt & Co.; William R. Compton Co.; Na.
tional Bank of Commerce in New York.1daliarten & Co.; Ki.,el, Kinntcutt & Co.; Halsey, Stuart & Co.; 95% less 2; ....... 28 per cent ($840,000) .... $16,0 ($60,000) .Lehman Bros.; Win. It. Compton Co.; National Bank of Con-inerce in New York.

liallgartc n & Co.; Kissel, Kinnicutt & Co.; Halsey, Stuart & Co.; 93% less 23 --------- 2Si per cnt ($800.000) -- $39,600 ($148,50)-...tional Bank of Commerce in New York. o t C a

1$11. 683,750 --------------- 15233,950 ($739,

Purpose of issue

For purpose of repaying Bauk ofEstonia portion of long-termo indus.
trial loans; loans so repaid taken
or'er by (overnnuent and to pro-
vide working cuhpitaf for newly
vreted mortgage sit itu ion.

For consirm-tion of additional ten-
erutIng cap a ity.

For reii, urgingg the bank for hereto-
fore ac'uited list mortgage.

For construction of hydroelectric
plant.

Forconstruetionof new largesteamer.

For repayment of floating debt,
chiefly incurred for- p-!!e or
construction of public works.

For retiring of all internal and ex
ternal debt and public Improve-
ment.

For public improvement and for
retirement of floating Indebted-
ness.

For railroad construction.

To provide funds for mortgage loan
operations.

For retirement of outstanding bonds
and for new mortgage loan opera.
tions.

For development and extension of
public utilities.



I

liallgarten & Co.; Kissel. Kinnicutt & Co.. lalsey, Stuart & Co. 3. leos 2% .........
,Inc.); Lehman Bros.; J. Ilenry Schroder Banking Corporation;
National Bank of Commerce; William R. Compton Co.; Cassatt
& Co.; Continental & Commercial Co.; Northern Trust Co.;!
Guardian Detroit Co. (Inc.). i 93% less 2 ...........

Ilallgarten & Co.; Kissel, Kinnicuft & Vo., llaliey. Stuart & ('o.; 93Y less 2j-
Ca&satt & Co.; William It. Compton Co.; National Bank of Coin-
nierce; l.ehnian Bros.

5M per cent basis
, less 4e percent.

liallgarten & Co.; Kissel, Kinnicutt & Co.; Halsey, Stuart & Co. I92% less 2 ---------
(Inc.); Lehman Bros.; Cassatt & Co.; William 1. Compton Co.;
National Bank of Commerce; The Northern Trust Co.

95 less 1 -----------

Halgarten & Co.: Halsey Stuart & Co. (Inc.); Lehman Bros.; 9 less -----------
Cassatt & Co.; Kissel, Kinnicutt & Co.; Ames, Emerich & Co.;
National Bank of Commerce; National Republic Co.; Chicago
Guardian Detroit Co. (Inc.); Anglo-London-Paris Co.. Frisco; 98 less 2 .............
the Shawmut Corporation of Boston; Northern Trust Co.,
Chicago, Missssippi Valley Trust Co., St. Louis; Minnesota
Loan & Trust Co., MInneapolis; Bank of Italy. Frisco; Amster-

St. Paul.
liallgaren & Co.; Halsey, Stuart & Co. (Inc.); Cassatt & Co.; ......................

Kissel, Klnnicutt & Co.; Ames, Emerich & Co. (Inc.); Bane
Northwest Co., Minnespolls; Mississippi Valley Co.. St. Louis; i
Guardian Detroit Co. (Inc.); Northern Trust Co., Chicago; the I
National Republic Co., Chicago; National Bankitaly Co.; Frisco;
the Shawmut Corporation of Boston; Commercial National Bank
& Trust Co. of New York; First Wisconsin Co., Milwaukee.

I

31, 700 ($210,000)....

14.926 per cent (V.. 100, 500). 128,000 ($858,000).

26 % percent ($2,399,300).. 19,000 ($71,000) .....

20 1/ per cent ($2,012,500).. 3,600 ($18,000) .......

20.30percent ($5,075,000). 4 104.000 (154.000
Loss).

20,30percent ($2,105,000). 67,500 ($332,500) .....

15 per cent ($4,500,000) --.- $26,800 ($178,500) ....

23M per cent ($4,712,900).. $16,700 (62,500) -----

$53,867,270

'Expenses covered by borrowers.

Total.-_- &%%0200
Less loss.. 104,000

46,200

Total.. 3,05M900
Less loss.. 514jM0

$541.900

Hallgarten & Co.; Blair & Co. (Inc.); Halsey. Stuart & Co .....

First National Corporation of Boston; White, Weld & Co.; Hall
garten & Co.; Ks:.,l, Kinnicutt & Co.; Halsey. Stuart & Co.
(Inc.): Lehman Bros.; Cassstt & Co.; Graham, Parsons & Co.;
Win. It. Compton Co.

First National Corporation of Boston; Hallgarten & Co.; Kissel,
Kinnicutt & Co.; Halsey, Stuart & Co. (Inc.); Lehman Bros.;
Cassatt & Co.; Graham, P'arsons & Co.; Hornblower & Weeks;:
Win. It. Compton Co.

99%. hs 114 -........ 43? , per cent ($2,625,000). - $,800 ($75,00) ...

943% les 2! j ....... 15 per cent ($3,618,150) ... $104,00 ($693,400)

95 less 2 ........... 20 per cent ($2,323,700) .... $42,400 ($212,000) ....

96M less 2% ....... 2231 per cent ($9,247,770)..2 $77,700 ($345,000) ....

1 Loss.

14.926 per cent ($6,343,550)_

[

Principally to refund existing iludebt-
edness.

Liquidation of the floating and short-
term debt of the Province.

For completing liquidation of the
floating and short-term indebted-
ness of the Province.

For redemption of the above two
issues and an issue of external 10-
year 7 per cent notes.

For construction of roads, sanity
works, certain internal debt and
repayment of other current in-
debtedness of Republic.

For public works, port facilities, sani-
tation, water supply, and retire-
ment ofeertain existing obligations.

For retirement of about two and three
fourths million external 8 per cent
bonds, payment of entire funded
internal debt and additions im-
provements, extensions, public
works, tramway, sewer, and pav-
ing purposes.

For certain public wirks.

For extension and unification of
railroad systems, development of
port works, canal, and repayment
of foregoing short-term loan.

For railway and highway construc-
tion.

For refunding of certain existing
debt, sanitary works, railways,
ports, roads, school, etc.

For construction and improvement of
railroads, ports, and other public
works and for refunding of certain
existing debt incurred for like put-
poses.
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HA! OAnTEN & Co.,
New York, January 11, 1982.The lion. Ur SMOOT,

United Stare8 Senate 0"1oe Building,
Wa#Mngton, D. (7.

Sin. Referring to my testimony before the Committee on Finance of the
United States Senate, relative to the sale of foreign bonds or securities in the
United States, I take pleasure in covering below one or two points upon which
the committee desired information that I was not at the time in a position to
supply.

With reference to the inquiry concerning the disposal of Chilean bonds by my
firm, held for its own account, I wish to advise that these were disposed of dur-
ing the months of September, October, and November, 1927. I might add that
this action on our part was not in any way prompted by lack of confidence In
the Issues, but came about as a result of the appointment of other interests as
official fiscal agents of the republic in this country. There seemed, therefore, to
be no point in our continuing to have part of our working capital tied up in a
situation where the door to future business was closed.

It was asked whether there were any communications with Doctor Olaya, the
then Minister of Colombia at Washington, with reference to the loss made by
the issuers on the first long-term issue of $25,000,000 Republic of Colombia bonds
and if my firm made any suggestions to him for a compensation to us in any
form whatsoever to make good such loss. I have carefully gone over this mat-
ter and find that Doctor Olaya had at no time anything to do with any terms
arranged between the Government of Colombia and my firm, with respect to
this or the following loan of $35,000,000. In all loan arrangements in which we
were interested he acted only when advised by his Government to proceed to New
York in oi~1er to affix necesary signatures to ,:ontraet.:, temporary notes,
definitive bonds, etc., and I can say that he has never been approached by us
in any way to obtain an amelioration of terms or any other advantage to make
good our loss on the first issue.

This letter, and the various documents which I am forwarding under sepa-
rate cover to the clerk of your committee, will, I believe, complete my testinnony.
Should anything further be required of my firm or me, please do not hesitate
to let me know.

I wish to express my appreciation of the courtesy extended to me during the
hearing, and remain, dear air,

Respectfully,
C. I. WALENE.

$30,000,000 REPUBLIC OF URUGUAY 6 PFR CENT EXTERNAL SINKING FUND Gon
BONDS

Dated May 1, 1926. Interest payable May 1 and November 1. Due May 1,
1960.

As a cumulative sinking fund, the Republic of Uruguay agrees to pay semi-
annually, beginning November 1, 1920, the sum of $150.000. Sinking fund pay-
ments, including interest on bonds held for the sinking fund, shall be applied on
interest dates to acquire, at their principal amount, bonds called by lot on
twenty days' published notice. The Republic of Uruguay reserves the right to
increase the amount of any Sinking Fund payment, and to tender bonds in lieu
of cash if purchased below par.

SINKING FUND CALCULATED TO REDEEM THE ENTIRE ISSUE AT OR BEFORE MATURITY

Coupon bonds in denominations of $1,000 and $500 registerable as to principal
Principal and interest payable in United States gold coin of the present standard
of weight and fineness, in New York City at the office of Haillgarten & Co., and
In Chicago at the office of Halsey, Stuart & Co. (Inc.), and in Amsterdam
at the Amsterdamsche Bank, without deduction for any Uruguayan taxes present
or future. Halilgarten & Co., and Halsey, Stuart & Co., (Inc.), fiscal agents.

A substantial amount of these bonds has been withdrawn for sale sinmul'
tanermuly In Holland by the Amsterdamsche Bank, which will act as subfiscal
agent in Europe, and further substantial amount. have been sold in other
European countries.

-U-t
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The following statement has been authorized by His Excellency Ricardo

Coslo, Minister of Finance of the Republic af Uruguay:
Obligation.-These bonds constitute the direct obllagtion of the Republic of

Uruguay. The Republic agrees that if in tie future it shall Issue or dispose of
any bonds or loan secured on specific revenues or assets, these bonds shall be
equally and ratably secured therewith; but this provision shall not apply to the
creation of specific charges on new enterprises to secure obligations issued to
finance their acquisition or construction, or to the pledge of local taxes which
may be created in order to furnish funds for the construction of new roads,
railroads, or bridges.

Purpose.-The proceeds of the loan are to be used for th'v refunding of certain
existing debt, and for sanitary works, railways, ports, r ads, agricultural pro-
motion, schools, and other public buildings.

Gcneral.-Uruguay hus an area of 72,1&3 square miles, being slightly larger
than the States of New York, Vermont, Massachusetts, and Connecticut c',m-
bined. It is the most densely populated country in South America, having about
1,678,000 inhabitants. Montevido, the capital, is one of the principal seaports
of that continent. In proportion to area, Uruguay stands first in South America
in railway milenige, and in the Western Hemisphere Is exceeded in this respect
only by the United States and Cuba.

The Importance assigned to education by the tpubll is shown by the fact
that last year nearly one-fourth of the governmental expenditures aside from
debt service was -nade for this purpose.

The economic develolinielit of the ,ornitry has been sound. The chief industry
has been the raising of live stock and the preparation and exportation of animal
products. There has been a considerable agricultural develolpment as well. ald
ln(t'e 1)00 the nuller of fuctorles lies more tlitn doubled. The country fias

had a favorable trade balance for the past two years, approximate figures for
1925 being: Imports, $97,OI0,00; exports, $101,070,N00.

Rceesuc.-Tlh Governinent'. revenues are lar gel y derived from custonis
duties, supplemented by direct taxation on property, excise taxes, and recellits
from Government-owned properties. For the fiscal year elided June 30. 1925.
the Governn(ent presented it aanced budget, with revenues larger than
expenditures.

Financial Vo8ition.-The excellent financial postliion of the country is indi-
cated by the fact that its currency sells at substantially its .otl parity of
$1.0342 to the peso. The ratio of gold reserve to gold tote circtililon is tone
of the highest in the world, being at preseint over 1(111 pit' cent.

Uruguay enjoys a high credit standinIi itroolghrut the world. Prior to the
World War all of its external loans were issued in Europ~e, and at present there
are listed on the London Stork Exchange £22,453.3112 of it bonds. bearing 3%/.
and 5 per cent coupon rates. foreign capital Invested in Uriiguay is substann-
tial, mnd a number of American and European hanks and Indust ral corporations
have branches and l)lants there.

The national public debt upon completion of this financing will amount to
about $210,817,000, of which approximately $154,000,000 is external. This el.lt
largely represents investments in productive enterprises under control of the
State, including banks, railways, publh, utilities, port works, etc.. which showed
jubstuntial profits from operations it 1924, and are estimated to hay(. :a value
of over $152,000.00 or approxinmtely the amount of tite external debt. The
national wealth is officially estimated at $2.r597,000,09) or over $1.547 ier tapit..
this being nearly 12 times the per capita debt. Upon completion of this financ-
lug, the Republic will have no floating debt.

All dollar conversions in this statement have been made at the rate of $1.03
per Uruguayan gold peso.

The Republic has agreed to make applications to list these bonds on the New
York Stock Exchange.

These bonds are offered when as and if issued and accepted by us and subject
to the approval of counsel. We reserve tihe right to reject subscrltlons in
whole or In part, to allot less than the tnotnt applied for ad to chse the sub-
scriptlon books at any time without notice. Temporary bonds or interila
receipts of the National Bank of Commerce in New York deliverable In tile
first instance. Price 96 /, and intere.4t, to yield about 1.25 per cent.

"MW---
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$4,00,000 BtUBLIO or CHILE 6 PiE OzaT EXTERNAL SIRING FuND GoLD
BoNDS

Dated October 1, 1926. Interest payable April 1 and October 1. Due April
1, 1960.

Principal and interest payable in New York City at the office of either of
the fiscal agents, Kissel, Kinnicutt & Co., or Hallgarten & Co., in United States
gold coin of the present standard of weight and fineness; or at the option
of the holder in London at the office of the subflscal agent, J. Henry Schroder
& Co., in sterling at exchange rate of $4,8665 to the pound sterling, without
deduction for any Chilean taxes, present or future. Coupon bonds in denomina-
tions of $1,000 and $500, registerable as to principal only. Redeemable only
through the sinking fund on April 1, 1927, or on any Interest date thereafter
at face amount on not less than 10 days' notice.

A cumulative sinking fund of 1 per cent per annum is provided for, to
operate semiannually through purchase of bonds at or below face amount or
if not so obtainable then by call of bonds by IQt at face amount. The Republic
reserves the right to Increase the amount of any sinking fund payment, and
to tender bonds in lieu of cash.

Sinking fund calculated to redeem the the entire issue at or before maturity.
A substantial amount of these bonds has been withdrawn for sale in Great

Britain, Holland, Switzerland, Sweden, and Canada.

KISSL, KINNW[UT & 00. AND IIALLARTEN & 00., FISCAL AGENTS

The following has been authorized by his excellency, Don Lautaro Rosas,
Minister of Finance of the Republic of Chile:

Obligation.-These bonds will be the direct obligation of the Republic of
Chile and principal and interest will be payable In time of peace or war
irrespective of the nationality of the holder. The fiscal agency agreement
will provide that if in the future the Republic shall issue or dispose of
any bonds or loan secured on specific revenues or assets, these bonds shall
be equally and ratably secured therewith.

Purpoa.-The proceeds of this loan will be used for the construction of
roads and sanitary works, for tile retirement of certain existing internal debt.
and to provide funds for the payment of current indebtedness of the Republic
includingg the $10,000,000 5 per cent notes due February 25, 1927) to the
end thit at December 31, 1926, all floating debt shall have been paid or
provild for.

Nature reaources.-Chile has an area of 290,000 square miles, which is*
greater than the combined areas of Germany and Italy. It is the second largest
producer of copper inI the world anl the only country In tile world producing
natural nitrate. The total value of all mineral products for the year 1925
was $225,192,660. The resources of Chile have been developed largely with
foreign capital, it being estimated that over $1,000.000,000 of foreign capital is
invested in the country, of which approximately $300,000,000 is American,
Agriculture is one of the most important of the country's industries, Chile being
self-sustaining in this respect. In the diversity of its developed mineral and
agricultural resources, Chile compares very favorably with the leading nations
of the world.

Revenuc&.-The budget for 1927 aggregates in round figures $117,000,000
and will be submitted to Congress entirely balanced.

For the years 1922 to 1925. inclusive, total revenues, exclusive of receipts
from loi,ns or from the sale of capital assets, amounted to $282,554.089, while
total ordinary expenditures amounted to ..323,0-i.,195. Included In the above
figure of ordinary expendittres was over $41,000,000 for amortization of ex-
ternal debt alone, or practically the entire aniount by which the expenditures
exceeded the revenues.

Debt-Offichal records disclose that there has been no delay or default in
interest payment on external debt for over 84 years. By agreement with the
bondholders, amortization was deferred from 1880 to 1884 on ;ccount of condi-
tions arising from the War of 1879. Between 1885 and 1914, Chile placed loans
In London and on the Continent for a total principal amount of £46,662,038
($227,083,728) which were offered to the public on an average yield to maturity
of approximately 5.04 per cent.
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The present total debt of the Republic, including this issue and all guaran-

teed obligations, aggregates about $288,000,000, of which approximately $90,-
000,000 consists of guaranteed obligations for railroad companies, the Mort
gage Bank, workmen's dwellings, Irrigation projects, and municipal loans.
Government owned l)roperties have an estimated value of approximately
$6,5,000,000, which is over twice the total debt. On .JIly 1, 1923, tile total
national wealth of the country was estimated at over $3,372,0(K),000, equivalent
to over $855 per capita. The per capita wealth in 11123 was approximately
twelve times the present per capita debt.

Foreign trade.-Average annual exports for tile six years ended 1925 were
$201,306,523, while annual imports averaged $132,247,024, an average annual
favorable balance of over $69,00(I.I00. The United States occupies the first
place in the foreign trade of I'hile. both as to exports and Inlmorts.

Monetary syster.-By legislation enacted last year upon recommendations of
a commission of Anericaii experts, the country has established a financial
structure providing a stable currency. The peso now Ius a goll parity equal
to $0.12166 United States currency and is currently quoted at substantially
this rate.

The Republic has agreed to make application to list these bonds on the New
York Stock Exchange.

These bonds are offered when. as. and if issued and accepted by us and subject
to the approval of counsel. Alessrs. Sullivan & Cromwell and Messrs. Chad-
bourne, Hunt, Jaeckel & Brown, New York City. who as to questions of Chilean
law will consult with Messrs. Claro & Co., Santiago, of the Chilean bar. We
reserve the right to reject subscriptions in whole or ill part, to allot less than
the amount applied for and to close the subscription hooks at any tine without
notice. Temporary bmunds or interim receipts of the National Bank of Com-
merce of New York deliverable in tihe first Instance. Price 931/ and Interest.
to yield about 0.5 per cent.

REPunma or CHILE

Situated between tile Andes Mountaincs and the PacIfic Ocean, Chile has an
area of 290.000 square miles, nearly equaling that of all the states of this
country touching the Atlantic Ocean except 'Florida. The population was
estimated to be 3,940,000 on January 1, 1920. The capital is Santiago, with an
estimated population of over 500,010. The principal port Is Valparaiso, the
largest city on the west coast of South America. The major part of tie country
Is in tie Temperate Zone.

.NATUR.AL RESOURCES

Chile commenced to produce copper in 1601, and at present ranks second
among copper-producing omontri, During 1925 production amounted to ap-
proximately 562,544,552 pounds. Wing nearly double that for 1922. Some of
the most important copper properties are controlled by American capital, and
these are as ,veli among tile lowest cost producers in the world.

Chile is the only country producing nitrate of sodia (" nitrate., ") II a natural
state, tile known deposits being estimated to be suflhclent to supply the world
demand for tile next 2(9) years. Production for the year 1925 was 2,519.905
metric tou- (1 metric ton -2,204 pounds).

The Coquimbo district in the, central part of the country contains deposits
of iron ore estlir , d at 1,000,000000 tons. Production has considerably In-
creased ini rec 'nt ,t: I.-, totaling 1,2:4.0f92 umt ri, toit. in 1925.

Chile Is one of time few South Americman countries possessing coal, and the
industry has been developed further than In any other country on that con-
tinent. The output in 1925 was 1,440,425 metric tons.

Iodine from Chile supplies time greater part of the world's consumption of
this valuable drug, which is a by-product of the nitrate trade. The most
important borax deposits In the world are located in Chile. Other mineral
products Include gold, siver, sulphur, salt, and lead.

Tie total value of all mineral products for time year 1925 was $225,192,060.
Agriculture is one of the most important of the country's industries, Chile

being self-sustaining. There are probably 95,000,000 acres of arable land, a
very small proportion of which is tilled. About 2,500,000 uere.i tire irrigated

92928-32-T 2- 54
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artificially. The principal crop is wheat, the production of which is in excess
of domestic needs. The grape industry has reached substantial proportions
Stock raising has become an important industry in. Chile, especially in the
southern regions where there are large ranches devoted to the raising of cattle
and sheep. Livestock in 1924 included some 1,995,638 cattle, 373,270 horses,
4,569,166 sheep, 525,106 goats, and 263,330 pigs.

The forest lands of Chile cover approximately 10,000,000 acres of the total
area. Oak, Chilean mahogany, laurel, ash, pine, and other varieties of wood,
hard and soft, are found.

The resources of Chile have been developed largely with foreign capital, it
being estimated that over $1,000,000,000 of foreign capital is invested in the
country, of which approximately $300,000,000 is American.

BZVATNIUU

For the past four years total ordinary revenues and expenditures of the
Republic have been as follows:

]Revenues Expenditures

1925 ......................................................................... $87,303,038 $95,937,879
1924 ......................................................................... 76, 352, 724 80,064,383

......................................................................... 70, 343,872 77.06, 9
........................................................................ 48, ,54,4 70,574, 971

The foregoing figures of revenues do not Include any receipts from loans or
from the sale of capital assets. The figures of expenditures, however, include
total service of debt, including amortization. The reduced income of 1922 was
due to the crisis in the nitrate industry produced by the after-war stock&
Amortization of external debt alone In the 4-year period amounted to over
$41,000,000, or practically the entire amount by which expenditures exceeded
revenues.

Sixty per cent of the revenue of the Government in 1918 was derived from the
export tax on nitrates, whereas the present national budget is dependent on
that particular item only to the extent of 23 per cent of the total receipts of
the Government. This change has been brought about largely by the estab-
lishment of new sources of taxation and revenue.

The budget for 1927 aggregates in round figures $117.000,000 and will be
submitted to Congress entirely balanced.

DEBT

Official records disclose that there has been no delay or default in interest
payment on external debt for over 84 years. By agreement with the Bond-
holders, amortization was deferred from 1880 to 1884 on account of conditions
arising from the War of 1879. Between 1885 and 1914, Chile placed 24 loans
in London and on the Continent for a total principal amount of £46,662,638
($227,083,728) which, with the exception of a small loan of £149,000 ($725,108)
issue In 1892 at 6%, bore interest at from 4% to 1 per cent. These loan,
including 6 per cent loan, were offered to the public at an average yield to
maturity of 5.04 per cent. The present total debt of the Republic, including
this issue and all guaranteed obligations, aggregates about $288,000,000, of
which $90,000,000 consists of guaranteed obligations for railway companies,
the Mortgage Bank, workmen's dwellings, irrigation projects and municipal
loans. The proceeds of the national borrowings have been utilized chiefly in
the acquisition and construction of railways, port works, and other public
property. Chile is well provided with railways, the total length of all lines
being approximately 6,213 miles, of which Government-owned lines comprise
about 58 per cent. Operations of the Government-owned lines since 1922 have
shown a profit in each year. The Government also owns real estate, telegraph
lines and other properties. Government-owned properties have an estimated
value of approximately $650,000,000, which is over twice the total debt.

The provinces and subdivisions of Chile are not autonomous and, together
with the cities, are under the supervision of the Central Government. There
are no provincial loans outstanding. On July 1, 1923, the total national wealth

I
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of the country was estimated at over $3,372,000,000, equivalent to over $855
per capita. The per capita wealth in 1923 was approximately twelve times
the present per capita debt.

FOREIGN TRADE

Chile is a mining and agricultural country. Its mineral products are largely
raw materials for essential industries. Exports consist of nitrates and by-
products of the nitrate industry, and of copper, bo.,ax, and wool. The Imports
consist chiefly of various kinds of manufactured articles and mining equipment.
Average annual exports for the six years ended 1925 were $201,306,523, while
annual imports averaged $132,247,024, an average annual favorable balance of
$69,000,000.

The United States occupies the first place in the foreign trade of Chile, as
to both exports and imports. Imports from the United States in 1925 were
$41,303,570 while exports to the United States totaled $89,055,120.

MONETARY SYSTEM

In 1925 the Government of Chile Invited a commission of American experts,
headed by Prof. E. W. Kemmerer, to make a complete survey of the fiscal,
currency, and banking systems of the country and to suggest a plan for their
reorganization. As a result of the recommendations of this commission the
Chilean Government adopted comprehensive legislation, which stabilized the
currency, established a central reserve bank, reorganized the banking law, and
reformed the entire banking system.

Note circulation and reserves as of May 14, 1926, stood as follows:

Government Currency notes ----------------------------- $33,275,464
Central Bank of Chile notes ----------------------------- 17,878,314

Total ------------------------------------------ 51,153,778

Gold reserves held abroad ------------------------------- 32,755,147
Gold reserves in Central Bank of Chile--------------------- 21, 509,193

Total -------..--------------- 54,264,340
Less drafts in transit and deposits ------------------------- 4,526,871

49,737,469
Plus drafts remitted to be credited in account ----------------- 2,546,809

Net gold reserves against currency notes -------------------- 52, 284, 278
The peso now has a gold parity equal to $0.12166 United States currency,

and is currently quoted at substantially this rate.

SAVINGS BANKS

For over 40 years there has existed a national savings bank, originally es-
tablished in the capital. The scope of Its operations has gradually been ex-
tended, so that deposits which in 1900 were approximately 3,600,000 pesos were
In 1913 over 93,000,000 pesos, in 1918 over 200,000,000 pesos, and in 1924 over
440,000,000 pesos. This growth was due not only to increase in average de-
posits, but also to a considerable increase in the number of depositors them-
selves, these growing from 701, 000 in 1916 to 1,332, 000 in 1924.

$27,500,000 REPUsUo OF CHUMri 6 PER CENT EXTERNAL SINKING-FUND GOLD
BONDS

Dated February 1, 1927. Interest payable February 1 and August 1. Due
February 1, 1961.

Principal and Interest payable in New York City at the office of either of
the fiscal agents, Kissel, Kinnicutt & Co., and Haligarten & Co., in United States
gold coin of the present standard of weight and fineness; or at the option of the
holder in London at the office of the sub-fiscal agent, J. Henry Schroder &
Co., in sterling at exchange rate of $4.8665 to the pound sterling; without
deduction for any Chilean taxes, present or future. Coupon bonds in de-
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nominations of $1,000 and $500, registerable a: to principal only. Redeemable
only through the sinking fund on August 1. 1927, or on any interest date
thereafter at face amount on not Iess than 10 days' notice.

A cumulative sinking fund of 1 per cent per annum is provided for, to
operate semiannually through purchase of bonds at or below face amount
or if not so obtainable then by call of bonds by lot at face amount. The
Republic reserves the right to increase the amount of any sinking-fund pay.
meant, and to tender bonds in lieu of cash.

Sinking fund calculated to redeem the entire is.ue at or before maturity.
A substantial amount of these bonds has been placed in Europe, including

• 1500,000 of bonds which are being offered in Amsterdam by Pierson & Co.,
Nederlandsche Handel-Maatschappij, Mendelsohn & ('Co.. Amsterdam. Proehl
& Gutmann, and Vermeer & Co.

Kissel, Kinnlcutt & Co. and Hallgarten & Co.. fl1-al agents: National Bank
of Commerce in New York, registrar.

The following has been authorized by His Excellency. l)on Alberto Edwards,
Minister of Finance of the Republic of Chile:

Obligation.-These bonds will be the direct obligation of the Republic of
Chile and principal and interest will be payable in time of peace or war irre.
spective of the nationality of the holder. The tminds will provide that if in
the future the Republic shall Issue or dispose of any lonids or loan secured on
specific revenues or assets, these bonds shall In- equally and ratably secured
therewith.

Purpose.-The proceeds of this loan will ie used for public works, including
additional port facilities, sanitation, and water supply, and for tle retirement
of certain existing obligations.

Natural resources.-Chile has an area of 290.400 square miles. which Is
greater than the combined areas of Germany and Italy. It is tile second
largest producer of copper in the world and the only country In the world
producing natural nitrate. The total value of all mineral products for the
year 1925 was $225,192,600. The resources of Chile have been developed
largely with foreign capital, it being estimated that over $1,000.000,000 of
foreign capital is invested in the country, of which over X,300.000,000 is Ameri-
can. Agriculture is one of the most important of the country's industries,
Chile being self-sustaining in this respect. In the diversity of its developed
mineral and agricultural resources Chile compares very favorably with the
leading nations of the world.

Revenues.-Tlhe budget for 1927 aggregates in round figures $117,000.000
and has been submitted to congress entirely balanced.

For the years 1922 to 1925, inclusive, total revenues, exclusive of receipts
from loans or from the sale of capital assets, amounted to $282,554,089, while
total ordinary expenditures amounted to $23,644,195. Included in the above
figure of ordinary expenditures was over $41.000.000 for amortization of external
debt alone, or practically the entire amount by which the expenditures exceeded
the revenues.

Debts.-Offllal records disclose that there ha.s been no default in interest
payment on external debt for over 84 years. By agreement with the bond.
holders, amortization was deferred from ISO to 1884 on account of conditions
arising front the War of 1879. Between 1885 and 1914 Chile placed loans in
London and on the Continent for a total principal amount of £40,062,638
($227,083,728) which were offered to the public on an average yield to maturity
of approximately 5.04 per cent.

The total debt of the Republic as of December 31. 1926, including all
guaranteed obligations, and including this issue but excepting obligations to
be retired thereby, aggregates about $327,255.007, of which approximately
$96,734,274 consists of guaranteed obligations for railroad companies, the
Mortgage Bank, workmen's dwellings, irrigation projects. and municipal loans.
(lovernment-owned properties have an estimated value of approximately
$650,000,000, which is about twice the total debt. On July 1, 1923, the total
national wealth of the country was estimated at over $3,372,000,000, equivalent
to over $855 per capita. The national wealth in 192 was therefore over ten
times the total debt as of the end of 1926, including this Issue.

Foreign Trade.-Average annual exports for the six years ended 1925 were
$201,306,523 while annual imports averaged $132,247,024, an average annual
favorable balance of over $69,000,000. The United States occupies the first
place in the foreign trade of Chile, both as to exports and imports.
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Monetary 8yste.-By legislation enacted in 1925 upon recommendations of
a commission of American experts the country has established a financial
structure providing a stable currency. The peso has a gold parity equal to
$0.12166 United States currency and is currently quoted at substantially this
rate.

Time Republic has agreed to make application to list these bonds on the New
York Stock Exclange.

These bonds are offered when, as, and if issued and accepted by us and
subject to the approval of the counsel, Messrs. Sullivan & Cromwell and
Messrs. Chadbourne, Hunt, Jaeckel & Brown, New York City, who as to
questions of Chilean law will consult with Messrs. Cltro & Co., Santiago, of
the Chilean bar. We reserve the right to reject subscriptions in whole or in
part, to allot less than the amount applied for and to close the subscription
books at any time without notice. Temporary bonds or interin receipts of the
National Bank of Commerce In New York deliverable in the first instance.

Price, 93/ and interest, to yield about 6.50 per cent.

$25,000,000 UiyEI'ImIWi OF ('ofI.OIIIA ( l'i C'NT EXTERNAL SINKING FUND GOLD
BONDS

Dated July 1. 1927. Interest payable January and July 1. Due January 1,
1961.

A substantial amount of these bonds has been placed in Europe, including
bonds which are being offered in Amsterdam by Pierson & Co., Nederlansche
Handel-Maatschapplj & Co. Amsterdam, and Vermeer & Co.

Principal and interest payable in New York City at the office of either of
the fiscal agents, Hallgarten & Co., or Kissel, Kinnicutt & Co., in United States
gold coin of the present standard of weight and fineness, without deduction for
any Colombian taxes, present or future. Coupon bonds in denominations of
$1,000 and $500, registerable as to principal only. Redeemable on any interest
date, at face amount on not less than 20 days' notice.

Sinking fund calculated to retire the whole issue at or before maturity.
Hallgarten & Co. and Kissel, Kinmticntt & Co., fiscal agents; National Bank of

Commerce in New York, registrar.
The following has been authorized by His Excellency, Dr. Esteban Jaramillo,

Minister of Finance and Public Credit of the Republic of Colombia:
Colombia, adjoining, the Isthmus of Panama, and with an area greater than

the combined areas of France and Germany, is the South American country
nearest to the great centers of population and trade in the Eastern and Western
Hemispheres. Under a stable government for over 20 years, Colombia's prog.
gress and development have been notable.

Colombia's national debt, which in 1922 was $46,948,000, had been reduced
by June 30, 1926, to $23,407,000, a reduction of $23,541,000, or over 50 per cent.
On completion of this financing, total national debt, both internal and exter-
nal, will approximate $46,000,000. This is equivalent to about $6 per capita,
which is among the lowest for any of the countries of the world, and com-
pares with estimated figures for Argentina of $109 and for Uruguay of $125.
When compared with an estimated wealth per capita of over $750, with the
volume of its foreign trade and its annual income, it can be seen that the
debt of the Republic is indeed small.

This unusual situation is largely explained by the substantial annual sur-
pluses of ordinary revenues over ordinary expenditures shown in the follow-
ing table:

Revenue Expenditures Surplus

192............................................ $32,425,591 $21,440,345 $10.,98K248
1924 ..................................... 2 3%576680 28,179, 9 29.39.752
1M .......................................................... 4 5005,03 29,874,07 1 5,130,971
Im .......................................................... 5 , 163088 48,37 006 7,791,082

In the years 1922 to 1926 the Republc has spent over $57,000,000 upon rail-
road construction and other public works.
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In addition to the surplus of ordinary revenues, the Republic has also Mo-
celved, under a treaty with the United States, $25,000,000, which has been de.
voted entirely to public works and constructive enterprises, Including $6,000,000
initial capital for the Bank of the Republic and the Agricultural Mortgage
Bank.

International trade has more than doubled from 1922 to 1926, amounting
In the latter year to over $218,000,000.

At June 30, 1927, the gold reserves of the Bank of the Republic (the bank
of Issue) were approximately 100 per cent of its notes in circulation. The
Colombian peso, with a gold parity of $0.9733, Is at present quoted at a premium,
being the only South American currency, except that of Argentina, of which this
can be said.

The country has vast resources of coal, petroleum, gold, platinum, copper,
iron, and other minerals, and is the world's chief source of supply of emeralds.
The possession of these resources, especially coal and petroleum (still largely
unexploited), is of especial importance In view of the proximity of the country's
ports to the Panama Canal.

Colombia is the world's second largest coffee producer, wnd the largest pro-
ducer of "mild" coffee, which commands a premium over Brazilian grades.
Bananas, tobacco, cotton, and sugar are grown, while the production of live-
stock is an important and growing Industry.

American companies have large investments in the mining, oil, fruit, and
livestock industries of Columbia, total American investments there being esti-
mated at over $200,000,000.

In 1922 Colombia, recognizing its paramount need of an adequate, unified
transportation system, enacted legislation to meet the situation, in pursuance of
which thorough studies have been made with the assistance of eminent interns-
lonal engineers. As a result, the proceeds of this loan are to be used in accord.
ance with a comprehensive plan for the extension and unification of existing
railroad systems, for the development of port works and the deepening and
canalization of rivers, as well as for the repayment of a short term loan of
$10,000,000 granted this year, the proceeds of which were used for the same
purposes. The present Government-owned railroads have reported operating
profits In each of the past six years, the figure Increasing from less than $900,000
in 1921 to over $3,000,000 in 1928.

These bonds constitute the direct obligation of the Republic of Colombia,
secured by its full faith and credit. The Republic agrees, among other things,
that if while any bonds of the present loan are outstanding. It shall secure any
obligations by a lien or charge upon any national Income or revenues, the bonds
of this loan shall be secured in like form, equally and ratably with such
obligations.

All conversions of pesos into dollars in the foregoing have been made at
parity of exchange.

The Republic has agreed to make application to list these bonds on the
New York Stock Exchange.

These bonds are offered for subscription, subject to allotment. We reserve
the right to reject subscriptions n whole or In part, to allot less than the amount
applied for, and to close the subscription books at any time without notice.
Interim receipts of National Bank of Commerce In New York will be deliverable
In the first instance. Legal matters subject to approval of Messrs. Sullivan &
Cromwell, New York City, and, as to questions of Colombian law, of Dr. Pedro
M. Carreno, Bogota, Colombia.

Price, 92%. and interest, to yield over 6.55 per cent.

REPUBLICS OF COLOMBIA,
Bogota, ,Reptember 2, 1927.

HALLWARTEN & Co.,
KIssEL, KiNNtcurr & Co.,

New York.
GzqTniMauq: With reference to your purchase of $25,000,000 8% external

sinking fund gold bonds of the Republic of Colombia, I take pleasure In giving
you the following information:

Obligation.-These bonds constitute the direct obligation of the Republic of
Colombia, which pledges its full faith and credit for the due and punctual
payment of principal, interest, and sinking fund. The Republic agrees, among
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other things, that if while any bonds of the present loan are outstanding, it
shall secure any obligations, existing or future, by a lien or charge upon any
national Income or revenues, then in every such case the bonds of this loan shall
be secured In like form, and equally and ratably with such obligations.

Purpo8.-The proceeds of this loan are to be used chiefly for the extension
and unification of existing railroad systems; and for the development of port
works and the deepening and canalization of rivers, as well as for the repayment
of a short-term loan of $10,000,000 granted this year, the proceeds of which were
also applied to the foregoing purposes.

Rcvenue.-RIevenues and expenditures in recent years have been as follows:

1923 1924 1925 1926

Revenues:
Ordinary ................................... $32,425,591 $32,576,680 $45.00,.038 $54,163,088
Extraordinary .............................. 9,947,128 0,221,316 5,137,196 5, 000, 000

Total ................................... 42.372, 717 38,797.990 50,142, 234 59,163,088

Expenditures:
Ordinary .............................. 21,440,345 23,179,928 29,874,067 46,372,008
Extraordinary ......................... 18,596,454 15, 903, 207 17,907,753 18,036,481

Total ............................. 40 036, 799 39,083,.135 47,781,820 64,408,48?

Extraordinary expenditures included amounts spent upon railroads and other
public works, the furnishing of original capital of $5,000,000 for the Bank of
the Republic and of $1,000,000 for the Agricultural Mortgage Bank, ant repay-
ment of national debt. TILe extraordinary revenues referred to consisted
chiefly of treaty payments aggregating $25,000,000 made by tile United States
Government during the above period.

Dcbt.-At June 30, 1922, the total debt of the Republic, both Internal and
external, was equivalent to $46,948,000, but this 1ad been reduced at June 30,
1926, to $23,407,000, a decrease of over 50 per cent. After giving effect to the
Issuance of these bonds, the national debt amounts to approximately $46,000,000,
or $0 per capita, as compared with estimated national wealth of over $750.

Description of issuc.-These $25,000,000 6 per cent external sinking fund gold
bonds of the Republic of Colombia will be dated July 1, 1927, will mature Jan-
uary 1, 1961, and will bear interest at the rate of 6 per cent per annum payable
semiannually on January 1 and July 1. They will be in coupon form in de-
nominations of $1,000 and $500, and will be registerable as to principal only.
The bonds will provide that principal, interest, and sinking fund are to be pay-
able in New York City at the office of either of the fiscal agents, Haligarten &
Co. or Kissel, Kinnicutt & Co., In United States gold coin of the standard of
weight and fineness existing on July 1, 1927: in time of war as well as in time
of peace, Irrespective of the nationality of the holder and whether or not the
bolder is a citizen of a friendly or hostile state; and without deduction for any
Colombian national, departmental, or municipal taxes, present or future.

Sinking find.-A cumulative sinking fund of I per cent per annum is pro-
vided for, to operate semiannually through purchase of bonds at or below face
amount, or if not so obtainable, then by call of bonds by lot at face amount.
The Republic reserves the right to increase the amount of any sinking fund
payment, and to tender bonds in lieu of cash. All bonds retired through the
sinking fund shall be canceled.

Commeroe.-The foreign trade of the country has shown a steady increase,
the figures for recent years having been as follows:

Imports Exporta

10 ......................................................................... $42,969.272 $51,323,847
1993 ......................................................................... 59, 475,343 , 48, 30
124-----------------------------------------------------..:50,90225 83,429,199
1-8 ........................................................ 6.... ........ 83,53,0 82,110,879
1926 ..................................................................... . 109,729,749 A09,043,8 8

The small excess of imports over exports in the latest years was chiefly due
to heavy Imports of material for construction purposes.
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Resource.--Colombia has a population estimated at over 7.800,000, and an
area of over 475,000 square miles (more than the combined areas of France
and Germany). Adjoining on the south the Isthmus of Panama, it has a
coast line both on the Caribbean Sea and the Pacific Ocean, and occupies
geographically the most favorable position for international trade (of any South
American country. In view of its proximity to the Panama Canal ,1nd its
possession of great reserves of oil and coal (as yet largely unexploited) it
sees destined to occupy an increasingly important position.

Although located in the Tropical Zone, Colombia enjoys a variety of climates,
chiefly dependent upon altitude. A large part of the interior of the country
enjoys an even, temperate climate, the cities of Bogota and Medellin, with
their surrounding dictricts, being conspicuous exotmples. The country as a
whole is healthy, the death rate comparing favorably with that for other
South American as well as European countries.

The country's chief Industries at present tire agricultural, Colombia being
the second largest producer of coffee. and the chief producer of "mild coffee,"
which commands a premium in price over the Brazilian grades. Bananas,
tobacco, cotton, and sugar are grown, while the production of livestock is
an important and growing industry.

Colombia is an important producer of gold and platinum and at present the
chief source of the world's supply of emeralds. Petroleum is assuming a
steadily increasing importance both as a source of national wealth and national
revenue, due to the construction of pipe-line facilities from the established
fields in the Interior to the coast. The Government controls both the large
salt mines in the interior and the marine supply, the revenues therefrom
being substantial. Coal, copper, iron, sulphur, tin, and many other minerals
aie also found in Colombia, and only await the development of proper trans-
portation facilities for their economical exploitation. During recent years
various industries have been created in Colombia for the supply of home
markets, factories having been established in Bogota, Medellin, Barranquilla,
and many other centers.

American companies have large investments on the mining, oil, fruit, and
livestock industries of Colombia, total American investments there being esti.
mated at over $200,000,000.

TRANSPORTATION

While large sums have been spent upon the construction of railroads through-
out the country, theso constitute for the most part unconnected lines, so that
the interior of the country has been dependent upon the use of river transpor-
tation in large measure for its international trade.

In 1922 Colombia, recognizing its paramount need of an adequate, unified
transportation system, enacted legislation to meet the situation, in pursuance
of which thorough studies have been made with the assistance of eminent
international engineers. As a result, the proceeds of this loan are to be used
in accordance with a comprehensive plan for the extension and unification of
existing railroad systems, for the development of port works and the deepening
and canalization of rivers, as well as for the repayment of a short-term loan
of $10,00,000 granted this year, the proceeds of which were used for the same
purposes. The present Government-owned rairoads have reported operating
profits in each of the past six years, the figure increasing from less than
$D00,000 in 1921 to over $3,000,000 in 1926.

Among outstanding objectives are the connection of Bogota (capital and
largest city) with the Pacific Coast by direct rail transportation; the extension
of lines from Bogota to the north to a connection with an existing line reaching
the Lower Magdalena St Puerto Wilehes in the vicinity of the existing large
petroleum developments: and the deepening and canalization of the outlets
of the Magdalena to permit direct shipments to Barranquilla, now reached by
rail from the coast.

MONir,\RY SYSTEM

At the request of the Colombian Government, an American Financial Com-
mission, headed by Dr. Edwin W. Kemmerer, made a report in 1923 upon the
fiscal and banking situation, as a result of which the country has established
a financial structure upon the lines of the Federal Reserve System of the
United States. The Bank of the Republic, to which reference has already
been made, is the sole bank of issue, and its metallic reserves at June 30, 1927,



SALE OF FOREIGN BONDS OR SECURITIES 1151

amounted to approximately 100 per cent of Its notes In circulation. The
Colombian peso, which has a gold parity of $.9733, is currently quoted slightly
above this figure. The Argentine peso is the only other South Americi
currency of which the same can be said.

The Republic of Colombia has agreed to make application to list these
bonds on the New York Stock Exchange.

All conversions of pesos into dollars in the foregoing have been made at
parity of exchange.

Very truly yours,
ESTE3AN JARAMILLO,

31 iister of Finance and publicc Credit of the Republio of Colombia.

$41,101,000 ll'InoviNct oF JitENOS AiES (AIIFN'rIN lt1'loi.
'
) 6 I' CENT

REFUNDING EXTF NAr. SINKING FUND GoLn BONDS

To lie dated March 1. 1928. To nature March 1, 1901.
Cumulative siliking fund cabllated sufficient to redevm entire Issue by ma-

turity, operating semiannually by call at par. Over $17.500,000 of these bonds
have been placed In Canada. Europe. antil South America, including It public
offering In Holland by Pierson & Co., Nederlintsehe Handel-Matschapplj,
Mendelssohn & Co., Amsterdam, Proehl & Gutmann and Verineer & Co.

Interest payabIle Ma rch I and September 1. ri'rcipal aind interest payable
at the office of Halilgarten & Co. or of Kissel, Kinnicutt & Co., fiscal agents, in
New York City, in United States gold coin of the present standard of weight
and fineness, or at the option of the holder. it Lo ndon. at the office of Erlangers,
sublical agents. In sterling it the exhlang( rate of $4.8665 to the Iund, with-
out deduction for iny Argentline notional, provincial, or other taxes present or
future. Coupon bonls in denominations of $1,001) alld, $500, registerable as to
principal only. Redeennlle on anily interest date at par (n not less than 25 days'
published notice.

The Province covenants to apply Iia- extraordinary inking fund 25 per cent
of any surplus of revenues it tit end( of each fiscal year. The Province re-
serves the right to Increase tiny sinking fund installinent either (a) by payments
in cash for redemption of bonls it par or (b) by surrender of bonds for retire.
ment.

HALLOARTEN & (O. AND I, issE:,. KINNI(U'IT & CO., FISCAL AGENTS: TIE FIRST
NATIONAL. f',NK OF BOSTON. AUTHENTICATING AGENT

The following inforunatio, (transmitted by (able) is furnished by Dr. Fran-
cisco ilatto, Minister of finance of the Province:

Province of Bucno8 Aires --The Province of l1uenos Aires is the largest and
most important Province of the Argentine Republic. It has an area of 117,700
square miles, greater than the combined areas of the New England States and
the State of New York, and it spulation in excess of 3,000.000, or about one-
fourth of the entire population of the Argentine. The Province ranks first In
population, in agricultural, stock raising. and industrial development, and In
railroad mileage. A separate Federal district (analogous to the District of
Columbia, United States of America), containing the city of Buenos Aires, cap-
ital of the Argentine Republic. adjoins the Province, its population of 2,000,000
providing a pernmnent and important market for food and other products of
the Province.

Purpose of' issue.-The proceeds.of this issue of bonds will be applied to the
total redemption of the following outstanding issues: External 10-year 7 per
cent secured sinking fund gold notes, dated January 1, 1926; 7 per cent external
sinking fund gold bonds, consolidation loan of 1920. dated December 1, 1920;
and 7 per cent external sinking fund gold bonds, consolidation loan of 1920, dated
May 1, 1927. Said issues will be called for redemption on their next interest
dates. This refunding operation will result in an imniediate and appreciable
saving in service charges on the provincial funded debt. This Issue of bonds
is authorized by law No. 3944 of the Province of Ifaenos Aires of November 2,
1927.

ecurity.-These bonds are the direct obligation of the Province of Buenos
Aires, which pledges its full faith and credit for tile due and punctual payment

L
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of principal, interest, and sinking fund. In addition, upon the redemption of
the aforesaid three loans, these bondoL will be specifically secured by a charge
and lien on the real estate and inheritance taxes as well as the renta general
portions of the commerce and industry tax and of the license tax on alcoholic
beverages, tobacco, and playing cards, subject only to prior charges amounting
annually to not more than 12,366,000 paper pesos ($5,250,000.)

After deducting these annual prior charges from the combined calculated
revenues from said taxes for the fiscal year ending February 29, 1928, the re.
mainder is equivalent to more than nine times the annual service charges on the
present issue. During the three fiscal years ended February 28, 1927, revenues
from said taxes available for the annual service of these bonds averaged more
than five and one-half times service requirements. If for any fiscal year the
annual revenues from said taxes available for the service of these bonds should
be less than five times the annual service charges, the Province covenants that at
the request of the fiscal agents it will pledge receipts from other taxes in an
amount sufficient to offset such deficiency.

Financc.s.-Revenues of the Province have Increased greatly in recent year.,
having risen from $30,950,000 In 1920 to $43,069,000 for the fiscal year ended
February 28, 1927, and to $45,458,000 during the current fiscal year to February
10, 1928. Although aggregate ordinary expenditures for the five years ended
February 28, 1927, exceeded ordinary revenues, the average annual deficit for
such years was less than $2,600,000.

The total funded debt of the Province upon completion of this financing ivll
not exceed $256,500,000, or less than $86 per capita, and the total wealth of the
Province is estimated at over $6,000,000,000.

All conversions of Argentine pesos into United States dollars have been made
at par of exchange. Argentine currency is on an unrestricted gold basis and
the peso is now quoted slightly above dollar parity.

Application will be made to list these bonds on the New York Stock Exchange.
These bonds are offered when, as and if issued and accepted by us and subject

to the approval of counsel, Messrs. Sullivan & Cromwell of New York City, who
as to questions of Argentine law will consult with Dr. Benjamin Garcia
Victoria, Buenos Aires. We reserve the right to reject subscriptions in whole or
in part, to allot less than the amount applied for and to close the subscription
books at any time without notice. Temporary bonds or interim receipts
deliverable in the first instance at the office of Hallgarten & Co., 44 Pine Street,
New York City. Price 96% and interest, to yield over 6% per cent to maturity.

The above named 7 per cent bonds and/or notes, to be called for redemption,
will be accepted in payment for the new bonds on a 4% per cent discount basis,
computed on the respective redemption prices, provided notice of the amount
of such bonds and/or notes to be tendered in payment is received by Hailgarten
& Co., 44 Pine Street, New York City, not less than five days prior to the date
fixed for delivery of and payment for the new bonds.

$35,000,000 REPtUnuc OF COLOMBIA 6 PER CENT EXTERNAL SINKING FUND Go0
BoNDs OF 1928

To be dated April 1, 1928. Interest payable April 1 and October 1. To
mature October 1, 1961.

Cumulative sinking fund calculated to retire the whole issue at or before
maturity.

A substantial amount of these bonds has been placed in Canada and Europe.
Principal and interest payable in New York City, at the offim, of either of

the fiscal agents, Hallgarten & Co., and Kissel, Kinnicutt & Co., in United
States gold coin of the present standard of weight and fineness, or at the
option of the holder, in London, at the head office of Westminster Bank (Ltd.),
subflscal agent, in sterling at the exchange rate of $4.8665 to the pound, without
deduction for any Colombian taxes, present or future. Coupon bonds in
denominations of $1,000 and $500, registering as to principal only. Redeemable
on any interest date at face amount on not less than 20 days' notice.

A cumulative sinking fund of 1 per cent per annum is provided for, to operate
semiannually through purchase of bonds at or below face amount, or If not
so obtainable then by call of bonds by lot at face amount. The Republic
reserves the right to Increase the amount of any sinking fund payment,
and to tender bonds in lieu of cash.
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BAI.AARTEN & CO. AND KISSEL, KINNICVIT & CO., FISCAL AGENTS; NATIONAL BANK
OF COMMERCE IN NEW YORK, REGISTRAR

The following information has been furnished by His Excellency, Dr. E~steban
Jaramillo, Minister of Finance and Public Credit of the Republic of Colombia:

Colombia.-The Republic of Colombia adjoins the Isthmus of Panina and
has a coast line both on the Caribbean Sea and the Pacific Ocean. It has
an area (f over 475,000 square miles (more than that of all the States on
the Atlantic Seaboard from Maine to Florida) and a present estimated popula-
tion of over 7,800,000. The country is rieh in natural resources. both agricul-
tural and mineral. American companies have large invetments in the mining,
oil, fruit, and livestock industries, total American investments in Colombia
being estimated at approximately $220,000,000.

Obligation.-Thcse bmds will constitute the direct obligation of the Republic
of Colombia, secured by it,; ftill faith and credit. The Repuildic agree.. among
other things, that If while any bonds of the, present loan art' outstanding
it shall secure any loan by a lien or charge upon any national income or
revenues, the bonds of this loan shall be secured in like form, equally and
ratably with such loan.

Purpose.-The proceeds of this issue will be devoted to railroad and highway
construction purposes, pursuant to Law 102 of 1922 and Laws 12 and 106
of 1927, authorizing this issue.

Revenucs.-Ordinmry revenues and ordinary expenditures in recent years
have been as follows:

Ordinary Ordinary
revenues expenditures

1923 ......................................................................... S32,425,591 $21,440,428
I3 ......................................................................... 32,576,680 23.179,367
125 ......................................................................... 45,005,038 29,874,906
196 ......................................................................... 54,163,088 46,372,054
1927 ......................................................................... 60, 639, 694 48,923,065

In the period 1922 to 1926 the Republic also received treaty payments from
the United States in the total amount of $25,000,000. During the same period
the Republic, in addition to ordinary expenditures, decreased its national debt
by more than $23,500,000, invested $6,000,000 initial capital in the Bank of the
Republic and the Agricultural Mortgage Bank, and spent over $57,000,000
upon railroad constrtlctign and other public works.

While, as above shown, there was in 1927 a balance of ordinary revenues
over ordinary expenditures, the outlay in that year for railroads and other
public works was over $32,000,000 and exceeded by approximately $3,000,000
such balance of ordinary revenues and the proceeds of the $25,000,000 loan of
1927 applicable to such purposes during that year.

Debt.-Colombia's national debt, both internal and external, upon comple-
tion of this financing will approximate $80.440,000. This is equivalent to less
than $11 per capita, which is among the lowest for any of the countries of
the world, and compares with estimated figures for Argentina of $109 and for
Uruguay of $125.

Foreign Trade.--The foreign trade of the country has shown a steady in-
crc,,se, the flutires for recent years having been as follows:

Imports Exports

............................................................................ $42,969,272 $51. 323,547

...................................................... 9, 475,343 '8 305
........................................................ 50,950,25 83,429,199

..................................... ........................ .3,58,X054 92,110,87
..................................... 109,729,749 109,043,803

in?"............................................................... 121, 817,50 124,324,0

Monetary sstem-The Bank of the Republic, organized along the lines
of the 3 ,deral Reserve System, Is the sole bank of issue. On March 1, 1928,



1154 SALE OF FOREIGN BONDS OR SECURITIES

Its gold reserves were 106.95 per cent of its notes In circulation. The Colom.
blan peso, with a gold parity of $0.9733, is now quoted at a slight premium.

All conversions of pesos into dollars in the foregoing have been made at
parity of exchange.

The Republic has agreed to make application to list these bonds on the
New York Stock Exchange.

These bonds are offered when, as, and If issued and accepted by us and
subject to the approval of counsel, Messrs. Sullivan & Cromwell of New York
City, who as to questions of Colombian law will consult with Dr. Pedro M.
Carreno, Bogota, Colombia. We reserve the right to reject subscriptions in
whole or In part to allot less than the amount applied for and to close the
subscription books at any time without notice. Temporary bonds or interim
receipts deliverable in the first instance at the office of Hallgarten & Co., 44 Pine
Street, New York City. Price 95 and interest, to yield over 6.35 per cent to
maturity.

$9,000,000 MUNICIPALITY OF MDEtLIN (DEPARTMENT or, ANTIoUjA, REPUBLIC Or
COLOMBIA) EXTENAL 0% PFE OENT GOLD BONDS o 1928

Dated June 1, 1928. Due December 1, 1954.
Cumulative sinking fund calculated to retire all of the bonds at or before

maturity.
Total authorized $13,000,000. To be presently issued, $9,000,000. Interest

payable semiannually June 1 and December 1. Coupon bonds In denominations
of $1,000 and $500, registerable as to principal only. Principal and interest
payable in New York City, at the office of either of the fiscal agents, Hallgarten
& Co. and Kissel, Kinnicutt & Co., in United States gold coin of the present
standard of weight and fineness, free of all present or future Colombian taxes.

A cumulative sinking fund is provided for, to operate semlannupely through
purchase of bonds at or below face amount, or if not so obtainable then by
drawing of bonds by lot at face amount on 20 days' published notice. The
municipality reserves the right to increase the amount of any sinking fund
payment.

HALLOARTEN & 00. AND RISELr, KINNIOU'IP & 0O., FISCAL AGENTS; NATIONAr. BANK
o0 00MMEROE IN NEW YORK. REGISTRAR

The following is based upon information furnished by the Municipality of
Medellin:

Municipaliy of Medellin.m-Medellin is the capital of Antioqula, the largest
department of the Republic of Colombia. It has a population of about 120,000,
and is one of the chief manufacturing cities of Colombia as well as the com-
mercial center of a large territory. Colombia is the world's second largest
producer of coffee, and the chief producer of "mild" coffee, which commands
a premium in world markets. Medellin is the chief market and shipping center
for most of this. The City is located at an altitude of 5,000 feet, with an
even, temperate climate throughout the year. The municipality has never
defaulted in the payment of principal or interest on any of its obligations.

Obligation.-These bonds will constitute the direct obligation of the munic-
ipality of Medellin, secured by its full faith and credit. The municipality. has
agreed, among other things, that if while any of the bonds of the present loan
are outstanding, It shall mortgage any properties or pledge any revenues to
secure any future loan, the present loan shall have a lien or mortgage on
the same properties and revenues prior to the lien or mortgage of such
future loan.

Purpoe.-The proceeds of this loan are to be used for the retirement on
October 1, 1928, of the $2,726,000 outstanding amount of the municipality's 25..
year external 8 per cent secured gold bonds, for the payment of the entire out-
standing funded internal indebtedness of the municipality (approximately
$1,700,000), for additions, improvements and extensions to the municipal
hydroelectric and tramway properties, and for sewer and paving purposes.
That portion o?! the proceeds devoted to public works will be largely revenue
producing.
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Revenues and expenitre&.-Ordinary revenues and expenditures of the
municipality for the past five years have been as follows:

Revenues Expenditures

19 ......................................................................... $1,0919,541 $1, 95 004
1924 .............................................................. 1,805,423 1,472,825
1925 ............................................................ 2,301,418 1,671,807
17.6 ............................................................. 2,040,951 1:997,192
1927 .............................................................. 2,729,845 2,387,423

In the year 1927 the revenues from public works amounted to over 48 per
cent of the total revenues, showing an increase during the period from 1923 to
1927 of 133 per cent.

Financial po8ition.-Upon completion of this financing, the present bonds,
together with $2,90000 outstanding face amount of the 25-year external 7 per
cent loan of 1926, will constitute the entire funded debt of the municipality.
Municipal property is valued at over $9,850,000, this being exclusive of values to
be created out of the proceeds of this loan. Taxable property has an assessed
valuation of approximately $90,000,000.

Colombia.-The Republic of Colombia has for many years enjoyed a stable
government, and its finances are in sound condition. Colombia's national debt,
both internal and external, approximates $80,440,000. This is equivalent to less
than $11 per capita, which is among the lowest for any of the countries of the
world. The national revenue increased from $21,292,000 in 1922 to $60,639,000
in 1927. The Bank of the Republic, organized along the lines of the Federal
Reserve System, is the sole bank of issue. On June 1, 1928, Its gold reserves
were 104.48 per cent of its notes In circulation. The Colombian peso, with a
gold parity of $.9733, is now quoted at a slight premium.

All conversions of pesos Into dollars have been made at parity of exchange.
The municipality has agreed to make application to list these bonds on the

New York Stock Exchange.
These bonds are offTered, when, as and if issued and accepted by us, and

subject to approval of counsel, Messrs. Curtis, Mallet-Prevost Colt & Mosle.
New York City, and Dr. Pedro 31. Carreflo, of Bogota, Colombia. We reserve
the right to reject subscriptions in whole or in part, to allot less than the
amount applied for and to close the subscription books at tany time without
notice. Temporary bonds or interim receipts deliverable In the first instance
at the office of lHallgarten & Co., 44 Pine Street, New York City. Price
931/ and interest, to yield over 7.05 per cent to maturity.

The above-named external 8 per cent bonds which the municipality has
agreed to retire on October 1, 1928, at 105 per cent and accrued interest will be
accepted in payment for the new bonds on a 5 per cent discount basis, com-
puted on their redemption price, provided notice of the amount of such bonds
to be tendered in payment is received by Hallgarten & Co., 44 Pine Street, New
York City, not less than five days prior to the date fixed for delivery of and
payment for the new bonds.

$17.581.000 RTEI''nrmc oF URUGUAY 6 PER CENT EXTERNAL SINKING-FUND GOLD
BONDS PUBLIC WORKS LOAN

Over $9,000,000 of these bonds have been sold in Uruguay, Europe, and
Canada.

Dated May 1. 1930. Interest payable May 1 and November 1. Due May
1, 19064.

The Republic covenants to provide a cumulative sinking fund of 1 per cent
per annum, to operate semiannually through the redemption of bonds by lot at
par on interest dates with 20 (lays' notice, the Republic being permitted to
tender at their purchase price, in lieu of cash for the sinking fund, bonds pur-
chased at less than par. The Republic reserves the right to increase the
amount of any sinking-fund installment.

Sinking fund calculated to retire the whole issue at or before maturity.
Coupon bonds in denominations of $1,000 and $500, registerable as to prin-

cipal. Principal and Interest payable in United States go!1 coin of the present
standard of weight and fineness in New York City at the office of Hallgarten &
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Co. and in Chicago at the office of Halsey, Stuart & Co. (Inc.), without deduct.
tion for any Uruguayan taxes, present or future. Principal and interest alo
collectible in Montevideo at the Bureau of Public Debt of the Republic.

HALLGARTEN t& 00. AND IIALSEY, STUART 1; 
CO. (INC.), FISCAL AGENTS

The following statement has been authorized by His Excellency Javier
Mendivil, Minister of Finance of the Republic of Uruguay, under date of May
7, 1930:

Oblfgation.-These bonds constitute the direct obligation of the Republic of
Uruguay. The Repub!ie agrees that if in the future it shall issue or dispose
of tiiy bonds or loan secured on specific revenues or assets, these bonds shall
be equally and ratably secured therewith; but this provision shall not apply
to the creation of speciflc charges on new enterprises to secure obligations
issued to finance their acquisition or construction, to the pledge of local taxes
which may be created In -order to furnish funds for the construction of new
roads, railroads, or brdidgs.

Purpose.-The proceeds of the loan are to be used for the construction and
improvement of roads, ports, and other public works, and for the refunding
of certain existing debt incurred for like purposes.

General.-Uruguay has an area of 72,153 square miles, being slightly larger
than the States of New York, Vermont, Massachusetts, and Connecticut com-
bined. It is the most densely populated country of South America, having
about 1,850,000 inhabitants, practically all of European stock. Montevideo, the
capital, with a population of 470,000, Is one of the principal seaports of that
continent. In proportion to area, Uruguay stands first in South America in
railway mileage, and in the Western Hemisphere is surpassed in this respect
only by the United States and Cuba.

The economic development of the country has been sound. The chief industry
has been the raising of live stock and the preparation and exportation of animal
products, but there has been a considerable agricultural and industrial develop-
ment as well.

Revenues.-The Government's revenues are largely derived from customs
duties, supplemented by direct taxation on property, excise taxes, and receipts
from Government-owned properties. Revenues exceeded expenditures for the
four fiscal years ended June 30, 1929.

Financial Position.-Uruguay enjoys a high credit standing throughout the
world. Prior to the World War all of its external loans were issued in Europe,
and at present there are listed on the London Stock Exchange approximately
f20,000,000 of its bonds, bearing 3% and 5 per cent coupon rates. For-
eign capital invested in Uruguay is substantial, and a number of American
and European banks and industrial and public utility corporations have branches
and plants in the country.

The national public debt upon completion of this financing will amount to
about $244,000,000, of which approximately $156,000,000 Is external. This
debt largely represents investments in productive enterprises under control of
the State, including banks, railways, public utilities, and port works, which
showed substantial profits from operations In the last fiscal year and are esti-
mated to have a value substantially in excess of the amount of the external
debt. The national wealth is estimated at $3,000,000,000 or over $1,620 per
capita, this being approximately twelve times the per capita debt.

All dollar conversions in this statement have been made at par of exchange,
namely, $1.0342 per Uruguayan peso. The current rate of exchange is approxi-
mately $0.925 per peso. Uruguayan law requires a gold reserve of 40 per cent
for the outstanding gold notes and demand deposit liabilities of the Bank of
the Republic. The ratio on March 31 of this year was over 63 per cent. The
gold holdings of the bank on such date amounted to more than 105 per cent
of the gold notes In circulation, or more than 89 per cent of the total note
circulation of the bank.

The Republic has agreed to make application to list these bonds on the New
York Stock Exchange.

These bonds are offered when, as, and if issued and accepted by us and sub-
Ject to the approval of counsel. We reserve the right to reject subscriptions
in whole or in part, to allot less than the amount applied for, and to close the
subscription books at any time without notice. Temporary bonds or interim
receipts deliverable in the first instance at the office of Haugarten & Co., 44
Pine Street, New York City. Price 98 and interest, to yield about ,6.15 per cent.
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LOAN AGREEMENT OF THE REP0I1LICA ORIENTAL DEL URUGUAY (REPUBDiO OF

URUGUAY) AND HALLGARTEN & Co., APRIL 19, 1926

[Translation)

LOAN AGREEMENT

The national council of administration of the Repdblica Oriental del Uru-
guay, represented in this act by its President, Dr. Don Luis Alberto de HerreM,
by the Secretary of State for the department of the treasury, Don Ricardo
Coslo, and by the secretary of the national council of administration, Don
Manuel V. Rodriguez, in the name of and on behalf of the Reptlblica Oriental
del Uruguay, duly authorized by law enacted by the legislative power, pro-
mulgated on the 18 day of April, 1926, of the one part, hereinafter called "the
Republic"; and Hallgarten & Co., a copartnership domiciled In New York,
United States of America, represented in this act by its special attorney in
fact, Don Camilo Carrizosa, according to power of attorney dated the 1st day of
April, 1920, executed in the city of New York, United States of America, com-
municated by cable of April 2, 1926, sent by the consul general of the Republic
in New York to the minister of foreign affairs of the Republic of Montevideo,
of the other part, hereinafter called "the bankers".

Whereas, the bankers have bid for the purchase of $30,000,000 principal
amount of 34-year 6 per cent external sinking fund gold bonds of the Republic,
payable in gold coin of the United States of America; and

Whereas said bid of the bankers was subject to acceptance by the national
council of administration of the republic, and has been so accepted, and was
subject to the further condition that it should be ratified by the General as-
sembly of the Republic within 10 days after such acceptance, such ratification
to include authority to the executive of the Republic to enter into a definitive
loan contract; and

Whereas the bid so accepted has been so rat'ld by the general assembly and
the executive of the republic and the bankers have agreed that said definitive
loan contract shall be made in the form of this agreement;

Now, therefore, in consideration of the premises and of the mutual coven-
ants and agreements hereinafter set forth, the Repubt' and the bankers agree
as follows:

First. The Republic agrees forthwith to create aiid sell to the bankers, and
the bankers agree to purchase, upon the terms and conditions of this agreement,
an issue of $30,000,000 principal amount of its 34-year 6 per cent external
sinking-fund gold bonds (hereinafter called the "bonds"). The bonds shall
be dated May 1, 1926, and mature May 1, 1960, shall bear interest at 6 per
cent per annum, payable semiannually on November 1 and May 1 in each year,
and shall be amortized by maturity as hereinafter provided by semiannual
sinking-fund payments of one-half of 1 per cent of the maximum total amount
of bonds. Bonds purchased at less than par and accrued interest may be ten-
dered for the sinking fund in lieu of cash of a principal amount equal to the
purchase price thereof, excluding accrued interest. Bonds acquired through op-
eration of the sinking fund shall not be canceled but shall be held by the fiscal
agents hereinafter mentioned and interest payable thereon shall, as received,
be added to and form part of the current sinking-fund payment. 'he amount
of any sinking-fund payment may be increased at the option of the Republic.
Bonds shall not be redeemable before maturity except through the operation of
the sinking fund.

Second.' Principal, interest, and sinking-fund payments in respect of all
bonds shall be made in New York, at the office of the fiscal agents in United
States gold coin of the weight and fineness existing May 1, 1926. All such
payments shall be made without deduction for any present or future taxes of
the Republic of Uruguay or any department, municipality, or other authority
thereof, and shall be made in time of war as well as of peace irrespective of
the nationality of the holder.

Third. The amounts required for interest payments shall be deposited with
the fiscal agents in New York 10 days prior to the interest payment dates
and the bonds and/or cash for the service of the semiannual sinking-fund
Payments, including any extraordinary sinking-fund payments and interest
on bonds in the sinking fund, at least 80 days prior to each interest date.

' On p. 9 article 2 is repeated, rectifying certain omissions.
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Fourth. The fiscal agents shall apply sinking-fund moneys to the acquisition
of the bonds at par, exclusive of accrued interest, on the next succeeding
interest date. If the Republic should desire to increase the fixed semiannual
sinking-fund payments, it shall notify the fiscal agents by cable at least two
months prior to each Interest date, specifying the amount of cash and/or
bonds, acquired by the Republic, by which such fixed semiainual sinking-fund
payment is to be increased, and also specifying the price paid for and the
principal amount of such bonds. Whenever the amounts In the sinking fund.
Including fixed and extraordinary sinking-fund payments in cash. shall not
be equivalent to the total amount of bonds outstanding, there shall be held
by and under the direction of the fiscal agents a drawing by lot of the bonds
to be acquired for the sinking fund, at which a representative of the Republic
may be present. Such drawing shall be held at least 25 days before the
interest payment date. After the drawing has been held, the fiscal agents
shall give notice to the holders of the bonds so drawn, by publication of such
notice not less than once a week for two successive weeks in a daily news.
paper of general circulation published in the English language in the Borough
of Manhattan, city of New York, United States of America, to be selected
by the fiscal agents. Such publication may be made upon any day of the
week and in any such newspaper, but the first publication shall be made
not less than 20 days prior to the date fixed for payment for the bonds drawn.
Such notice shall state, in case of the purchase of the total amount of bonds
outstanding, that the Republic has determined to purchase them and in case
the purchase is to be of less than the entire amount of bonds outstanding the
notice shall also state the particular amount and numbers of the bonds to be
purchased. The notice shall further state that the bonds mentioned therein
are to be paid for at the office or offices specified by the fiscal agents and that
after said interest payment date such bonds shall cease to bear Interest for
the benefit of their respective holders, but shall bear interest for the benefit
of the sinking fund. Similar notice shall be sent by tile fiscal agents through
the mails, postage prepaid, at least 20 days prior to the date fixed for such
purchase of .bonds, to the owners of all registered bonds so to be purchased,
to their respective addresses appearing on the registry brooks; provided, how-
ever, that such mailing shall not be a condition precedent to such purchase and
failure so to mail any such notice shall not effect the validity of the proceed-
ings for such purchase of the bonds. On the date si) specified for such pur-
chase the holder of the bond or bonds so to le purchased shall surrender the
same to the fiscal agents with all coupons maturing after such purchase date
on which they are to be so acquired, and upon such surrender the fiscal agents
shall pay to the holder of said bond or bonds out of the funds available for
that purpose the amount payable to him in respect of such acquisition of his
bonds. Interest on all bonds so called for purchase for the sinking fund shall
after said purchase date cease to accrue to the holders thereof, but shall
accrue to the benefit of and be paid to the sinking fund; and except for sink-
ing-fund purposes all coupons appPrtauining to such bonds for interest suose-
quent to said date shall be null and void.

-Fifth. If the Republic shall, after April 6, 1926, secure any debt now or here-
after existing, by specific lien or charge upon any of its present or future assets
or revenues, the bonds shall ipso facto share in such lien or charge equally
and ratably with such other debt. The provisions of this article shall not be
construed as applying to any mortgage which the Republic may create upon
new works of industrial or public utility, purchased or authorized by the
Republic after April 6, 1926, as security for bonds or other obligations which
the Republic may issue for the purchase or construction of said works, nor as
applying to any local tax which may be created in order to furnish funds for
the construction of new roads, railroads, or bridges.

Sixth. The permanent bonds shall be bearer coupon bonds, registerable as
to principal only, in denominations of $1,000 and $500, in the quantities that
the bankers shall elect, and steel engraved and otherwise in form conforming
to the requirements of the New York Stock Exchange. Pending delivery of the
permanent bonds, the bankers will accept a single temporary printed bond or
temporary printed bonds without coupons for the entire principal amount pur-
chased, exchangeable for permanent bonds before October 1, 1926. The bonds
shall be signed by a duly authorized representative or duly authorized repre-
sentatives of the Republic and authenticated by certification of the fiscal agents
or some financial institution selected by them. Such authentication shall be
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conclusive and the only evidence that the bond so certified has been duly issued
under this agreement. The bonds shall be registerable as to principal at such
place in the city of New York as the fischl agents from time to time designate,
and the Republic shall cause to be kept at such place books for the registration
and transfer of the bonds. After registration has been made and noted on any
bond, no transfer thereof shall be valid unless made upon the registration books
by the registered owner, in person or by his attorney duly authorized In writing,
and similarly noted on the bond; but the same may be discharged from regis-
tration by being, in Eke manner, transferred to bearer, and thereby shall become
transferable by delivery, and such bond may again, from time to time, be regis-
tered or transferred to bearer as before. Such registration shall not affect the
negotiability of the coupons and every su(h coupon shall continue to be trans-
ferable by delivery only and shall remain payable to bearer and payment thereof
to bearer shall fully discharge the Republic and the fiscal agents in respect of
the interest therein mentioned, whether the bond to which it appertains be
registered or not.

In case any bond and any coupon thereto appertaining shall be mutilated or
destroyed or lost or stolen, the Republic in its discretion may issue and at its
request there shall be authenticated a new bond of like tenor and denomination
in exchange and substitution for and upon surrender and cancellation of tile
mutilated bond and its coupons, or in lieu of or substitution for the bond and
its coupons so destroyed or lost or stolen. The applicant for such substituted
bond and coupons shall furnish satisfactory evidence of the destruction or loss
or theft of the bond and its coupon% so destroyed or lost or stolen and
indemnity, satisfactory to the fiscal agents.

Seventh. The bonds shall be a direct obligation of the Itepublic, which
pledges its good faith and credit for the punctuail payment of principal, inter-
est, and sinking fund for the fulfillment of the terms thereof and hereof.

Eighth. The Republic will, as and when requested by the bankers, apply for
the listing of the bonds on the New York Stock Exchange atnd any other stock
exchange requested by the bankers, and will provide any information and cause
to be signed by its representat yes nny application or other documents required
in that connection in conformity with the rules of such exchanges.

Ninth. The Republic will inunediatly fill'ish all information with refer-
ence to the Republic and its finances as is customarily supplied in similar issues
and as may be requested by the bankers to facilitate the public offering and sale
of the bonds.

Tenth. The Republic shall pay the expenses of the fiscal agents and those in
connection with the registration of bonds and also the cost of notices relating
to the service of the debt, with respect both to interest and sinking fund; and
shall pay all the preliminary expenses of the issue, including the printing of
temporary bonds and the interim receipts which the bankers may issue, as well
as the cost of engraving definitive bonds, authentication expenses, and cost of
listing on the New York Stock Exchange and any other exchange, and legal
expenses. It is understood that the expenses relating to the preparation, exe-
cution, and authentication of the bonds and the listing thereof on the New York
Stock Exchange and any other exchange shall not exceed $50,000. The fiscal
agents are authorized to attend to all these matters on behalf of the Republic.

Eleventh. The fiscal agents shall be entitled to represent the holders of the
bonds in all matters.

Twelfth. Hallgarten & Co., and Halsey, Stuart & Co. (Inc.), shall be the fiscal
agents for the bonds and the loan represented thereby. Tile fiscal agents may
treat all moneys deposited with thelm or their representatives as general
deposits, and shall allow interest on dollar funds at a rate 2 per cent below
the current New York Federal Reserve Bnk rate for 90 days' prime bankers
acceptances; provided, however, that in any case the rate of interest on such
funds shall not be less than 2 per cent per annlum. The Republic shall pay
the fiscal agents a commission of one-eighth of I per cent on all amounts
received and disbursed in the payment of interest on bonds other than bonds
held in the sinking fund and one-quarter of 1 per cent of the principal amount
of all bonds paid or acquired for the sinking fund. These payments shall be
made concurrently with the amounts or deliveries of bonds for sinking fund,
giving rise to the right to compensation.

Thirteenth. Except for these bonds, the Republic shall not issue, offer or sell
any obligations payable in foreign currency until four months after the execu-
tion of this contract.

92928-32-pr 2--55
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Fourteenth. The purchase price of the bonds shall be 91.53 per cent of their
principal amount and shall be payable by the bankers in New York on or
after May 1, 1926, against delivery in New York of a temporary printed bond
or bonds (exchangeable on or before October 1, 1926, for definitive engraved
coupon bonds) for the entire plriaclpal amount purchased, suelh delivery and
payment to be made upon such date within 20 days from the date of this con.
tract as the Republic may determine on 5 days' notice to the bankers. Such
payment shall be made by depositing the purchase price with such bank or
banks in New York City as may be designated for that purpose by the Republic
of Uruguay. In the event that the Republic desires to and does leave on deposit
for its account, or that of the lanco de Ia tepublica Oriental del Uruguay,
with the National Dank of Commerce in New York for six months following
the purchase, $15,0MO.000 of the proceeds of the bonds, at Interest at 21A per
cent, then the hankers will pay an additional one-quarter (of 1 per cent for *be
bonds.

In the event that paynint for the bond% is made subsequent to May 1. 1926,
the bankers shall pay to the Republic an additional amount equal to Interest at
the rate of 6 per cent per nimin oil the principal antount of bonds for the
period between May 1. 1926. and the date of payment.

Fifteenth. All bonds tendered to the bankers pursuant hereto shall be validly
issued obligations of the Repfiblica Oriental del Uruguay in accordance with
the constitution and laws of sail Republic. The text of the bonds, and all the
proceedings taken with respect to the issue of the bonds, In order that they
nitty be vall ohligaltions, shall be carried out in form fulfilling the conditions
necessary in the opinion of the bankers, who may, without cost to the Republic,
consult their counsell: and the Republic will furnish to the bankers before the
date fixed for the delivery of the temporary bonds the necessary documents
which the bankers or' their counsel may request.

In witne.ss whereof, there are signed by the persons first above named, two
counterparts of like lenor in the city of Montevideo, on 19th day of April,
1926.

At this point there is repeated article second in order to correct omissions
which occurred in transcribing the same; said article should read as follows:

ART. 2. Principal, interest, and sinking-fund payments in respect of an
bonds shall be made in New York and/or Chicago, at the office of the fiscal
agents in United States gold coin of the weight and fineness existing May
1. 19216. or In like coin in Amsterdam at the office of the Amsterdamscbe
Bank, subfiscal agent, it being understood that the Republic will deal only
with the fiscal agents and that they will send to said bank the available funds
necessary for such service. All such payments shall be made without deduction
for any present or future taxes of the Republic of Uruguay or any department,
municipality or other authority thereof, and shall be made in time of war
as well as of peace irrespective of the nationality of the holder.

MANUEL V. RODRIGUE,
Luis A. DE HEP F .,
RICARDO Coslo.

Secretario.
C. CARnmzos..

Enrique PIlttalaga, notary of the Government. certifies that the signatures
which appear at the end of the foregoing document have been placed thereon
in my presence by the president of the national council of administration. Dr.
Luis Alberto de Herrera, by the Secretary of State for tile Department of
Treasury, Don Ricardo Coslo, by the secretary of said council, Don Manuel V.
Rodriguez, and by the representatives of the firm Hallgarten & Co.. Don Camilo
Carrizosa, all being persons known to me. to which I certify.

And by virtue of the provisions of the Superior Decree of yesterday, I make
this Certificate which I seal, stamp and sign itt Montevideo on the 19th of
April, 1926. ENRIQUE PrITALUoA,

.Votary of the (Jovcrnm(nt.
(Seal reading: "Notarial office of the Government and tile Treasury")

Authentic:
J. VARELA,

Minister of Uruguay.
Seal reading: "Legation of Uruguay. Washington. D. C.")
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No. 10083

UNITED STATES OF AMERICA,
DEi-ARTMENT OF STATE.

To all to chom these presents shall come, Greeting:
I certify that J. Varela, whose name is subscribed to the paper hereto an-

nexed, is duly accredited to this Government as envoy extraordinary and
minister plenipotentiary of Uruguay.1

In testimony whereof I, Frank B. Kellogg, Secretary of State, have hereunto
caused the seal of the Department of State to be fixedd and my naint m-b-
seribed by the chief clerk of the said (lepartnent, in the district of Columbia,
this 14th day of June, 1926.

FHAAK B. KLLOOO,
Secretary of Stale.

By E. .1. AYERs,
Chief Clerk.

(Seal reading: "Department of State, United States of America")

[English translation]
LOAN AORMMENT

The National Council of Administration of the Repfiblica Oriental del
Uruguay, represented in this act by its president, Dr. Baltasar Brum, by the
Secretary of State for the Department of the Treasury, Dr. Javier Merdivil and
by tile secretary of the national council of administration, Mr. Manuel V.
Bodrl.uez in the name of and on behalf of the Repflblica Oriental del Uruguay,
duly authorized by laws enacted by the legislative power, promulgated on the
19th (lay of October, 1928, and the 25th day of April, 1930, of the one part,
hereinafter called the Republic; and Iilgarten & Co., a copartnership domi-
ciled In New York, United States of America, represented in this act by its
Slwcial attorney In fact, Dr. Bias Vidal, according to power of attorney dated
the 7th (if April, 1930. executed in the city of New Yfirk. United States of
Anwri'u. of the other part. hereinafter called the bankers.

Whereas. tile Relubllc de~res to sell an issue of $17.581.000 of externd bonds
under the law of October 19. 1928, authorizing the Issue of public debt for
highways and waterways and under the law of April 25, 1930. further regu-
latin - the Issue of such public debt; and the bankers desire to purchase said
issue of bonds of the Republic: and

Whereas. the two series of such publicdebt for 10.000,000 ptaos and 7,000,000
pesos. respectively, in the equivalent in dollars, which are authorized by the law
of Avril 25. 1930, may be issued at one time and as one loan of the total amount
of $17,581,000, that is. the equivalent in dollars of 17,000,000 pesos, by reason of
the fact that the equivalent in do"ars of 7,000.000 pesos of such loan will be
placed with the Bank of the Republic, In accordance with tile sald law of
April 25, 1930.

Now, therefore, in consideration of the premises and of tile mutual covenants
and agreements hereinafter set forth, the Republic and the bankers agree as
follws:

First. The Republic agrees forthwith to create and sell to the bankers, and
the bankers agree to purchase, upon the terms and conditions of this
agreement, an issue of $17,581,000 principal amount of its 0 per cent external
siking fund gold bonds, public works loan hereinafter called the bonds. The
bonds shall be dated May 1, 1930, and mature May 1, 1964, shall bear Interest
at the rate of 6 per cent per annum, payable semiannually, and shall have the
benefit of a cumulative sinking fund of 1 per cent per annum operating semi.
annually through the redemition of bonds by lot at par on interest dates with
20 days' notice, the Republic being permitted to tender for retirement any bonds
purchase( at less than par in lieu of cash for the sinking fund in an amount
equal to the purchase price of the bonds so tendered. The Republic shall have
the right to increase the amount of any sinking fund installment but the bqnds
shall niot he redeemable before maturity excelpt through the operation of the
sinking fund. Principal and interest of the bonds shall be payable in United
States gold coin of the standard of weight and fineness existing on May 1. 1930.
in the cities of New York and Chicago. United States of America. and the
principal as well as interest shall be collectible in Montevideo, Republic of

I For the contents of the annexed document the department assumes no responsiblllt.
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Uruguay. Principal and interest of the bonds shall be paid in time of war as
well as in time of peace and without deduction for any Uruguayan taxes. The
bonds shall be issued under a fiscal agency agreement with Hallgarten & Co.
and Halsey. Stuart & Co. (Inc.), as fiscal agents, in form agreed upon between
the l{efiablle and the bankers, which agreement shall contain an article pro.
hiding that it the Republic shall hereafter secure any debt, now or hereafter
existing, by specific lien or charge upon any of its present or future assets or
revenues. the bonds shall ipso facto share in such lien or charge equally and
ratably with such other debt; provided that the provisions of such article shall
not Iwe eonstrued as applying to any mortgage which the Republic may create
upon new works of ndustrial or public utility hereafter purchased or author.
ized by the Reouhlic as security for bonds or other obligations which the
Republic mav issue for the purchase or construction of said works, nor as
applying to any local tax which may be created in order to furnish funds for
the construction of new roads, railroads, or bridges.

Second. The purchase price of the bonds shall be 95.02 per cent of their
principal amount, plus interest accrued thereon to the date of payment, and
shall be payable on or after May 20, 1930, against delivery in New York of a
temporary printed bond or bonds (exchangeable on or before September 15,
1930. ftr definitive engraved coupon bonds) for the entire principal amount
purehast41. such delivery and payment to be made upon such date within twenty
-days froal the date of this contract as the Republic may determine on five
]ay.' notice e to the bankers. The payment of the purchase price shall be made

In tho following manner: The bankers will credit the Republic in dollars with
an ' nomnt e4lurl to the purchase price of $10,341,000 principal amount of the
bond The purchase price of the remainder of the bonds shall be paid by the
Batik )f the Republic.

Third. The Republic will, as and when requested by the bankers, apply for
the listing of the bonds on the New York Stock Exchange and any other stock
exchange requested by the bankers, and %%IllI provide any information and cause
to be sined by its representatives any application or other documents required
in that .onnection In conformity with the rules of such exchanges.

Fourth. The Republic will immediately furnish all such Information with
reference to the Republic and its finances as is customarily supplied in similar
issues and as may be requested by the bankers to facilitate the public offering
and sale of the bonds.

Fifth. Except for these bonds, the Republic shall not issue, guarantee, offer,
or sell any obligations payable in foreign currency until six months after the
execution of this contract.

Sixth. The Republic shall pay all the preliminary expenses of the issue,
including the printing of temporary bonds and the interim receipts which may
be issued, as well as the cost of engraving definitive bonds, authentication ex.
pensis. atnd cost of listing on the New York Stock Exchange and any other
exch-inge, and legal expenses. It is understood that the expense relating to the
preparation. execution. and authentication of the bonds and the listing thereof
on the New York Stock Exchange and any other exchange shall not exceed
$28.W I. The fiscal agents shall attend to all these matters on behalf of the
1 tl ullie.

Seventh. All bonds tendered to the bankers pursuant hereto shall be validly
issued ()oligations of the Repfibllca Oriental del Uruguay in accordance with
the ('nstitution an( laws of said Republic. The text of the bonds, and all the
proceu-iling.s taken with respect to the issue of the bonds, in order that they may
be valid obligations, shall be carried out in form fulfilling the conditions neces-
sary in the opinion of the bankers, who may, without cost to the Republic, con-
silt their counsel; and the Republic will furnish to the bankers before the
date fixed for the delivery of the temporary bonds the necessary documents
which the bmikers or their counsel may request.

In witness whereof, there are signed by the persons first above named, two
counterparts (if like tenor in the city of Montevideo, on the 7th day of May, 1930.

BALTASAR BRUM.
JAVTI MENDIVIL,
MANUEL V. RODIGUmz.
BLAS VIAL.

I, Luls Mattlanda, notary of the treasury of the Repliblica Oriental del Uru-
auay, certify that the signatures affixed to the foregoing document were made
by the following persons: President of the National Council of Administration,
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Dr. Baltasar Brum ; Secretary of State for the Department of the Treasury,
Dr. Javier Mendivil: and the secretary of the above-mentioned council. Mr.
Manuel V. Rtodriguez. on behalf of the State: and Dr. Bias Vidal, as special
attorney in fact of Haligarten & Co.; all these persons by me known And
in accordance with the provisions of tile decree of the executive lower dated
yesterday, I hereby sign, stamp, and seal this certification, in Moutevideo, on
the 7th day of May of the year 1930.

LuIS 1,A')rANDA.
[Seal of the notary of tile treasury department)
By the minister:

J. ALnrTO SosA,
Section Chief.

MONTE:VJDEo, May 7, 1930.

Ministry of Forelkn Affairs of the Itepfiblica Oriental dfel IUri'.-ttly.
SIxftR,-.-rAlWt S (11711:11;..

'rhli legality of the signature of 31r. J. Alherto Sos.. setiot ,.hi, f the-
ministry tif public titstrue.tion. is hereby recognized.

No?. 'If;e. Mo.N K'n-o. May 7. 11930.
I)? ri- A..lJENDr.

By the dire(.. r uf sct'ons.

REPI'ILIC OF URUGUAY. CITY OF MONTEVIDn),
Consulate of the United States otf -Amuerica. ss:

I. Pr'escott Chills. vice consul of the United States of America at IIa tort
of Montevideo. Republic of Uruguay. duly commissioned and qualified. de hereby
.,'rtity that Dan 0i Allende. whose true sigliature and ofhich-: s.l art.. 'espec-
tively. subscribed and llflixed to tie foregoing certificate. on.. ,, ti. 7th day
of M. 9 1130. the f t the date thereof. actill'.' dl'etitr of ... ii.- ' tile
ministry (if foreign affairs, duly commissioned and qualified, to who- ., tliial
acts faith and credit are due.

In w tness whereof I have hereunto set lyl hand and the .ei ,,' it, -- atte
-t Montev.td, this 7th day of May. 1930.

Vc cl,,nsid of the Vidicl ) ~c¢,f .IA ,,

LOAN AGRFIMENT OF T"l. R.Puwac OF CHILE AND Kissgi. KINNIC';-. C Co.
,%-ND IIALLGARTI:N & Co.. DAMro ) CTOllIC 1S. 1926;

Agreemnt dated October 18, 1926. made In the city tii' New York. united
States of America. between the teplblic of Chile tli'rt':oftti'r 4.:,li.i the
"Iteliublie"), represented by its aunbassador to the Un:ted States of i.w'rica.
Don Miguel Crucha.a Tocorial. thereunto duly author zed by a dec'.' In' the
P''siitlt f the vald Reuitblit' dated the 14th day ot' Octoie'i, 11,26. i.. lIti:'U-
nlit to tile authority ve.ted In the said President. party vf te ti'st ltirt. alnd-
Kik,-el. Kinnicutt & Co. and Ihnlagarten & Co.. each a p;irtnerli hi:,tLt at
lirincilal office ili the city of New York. United States of Ai.:,.r.,"i '.,ther
hereiia ltr t ailed the "' Bankers "'). parties of the se'coid pla:t.
The I it'ties lieltt agree Its follows:
Ftr.t. The iteimblie a-rees to forthiwith vieate aid ttt sell Ito t,,' C!,ti, ill

the bankers tirce to purchase. upon the ter.s and conditions 4f this ai-treiiienit,
$42,500,000 face amount of bonds (hereinafter called the "bonds"; ltyable
in goli coin of the United States of Amerca. or, at the option of tIh. holder,
in English pounds sterling at the fixed rate of exchange of 4.86m5 Ultilt .qIltcs
of America gold dodlars her pound sterling; sald bonds being descril,,-i in tile
fiscal a.'ellcy agireeuuent between the parties hereto. executed s iitlr aiettivsly
herewith, a copy of which is hereto annex'd niarked " Sclit'dule k.' The
liur(hase ltr.ce for sail hoinIs shall be it Stil elqul to S l.13 IjT , (I 1 (, the
face amount of said bonds and the hiterest acc'neil on fit'o lt'r:is f,- their
date to the late of the payment of the purchase price.

Second. Said purchase price shall le paid In New York funls ac., -.mini.
taneous delivery in Nev York of temporary bonds for thi' $42.5,0(tio' ,i ,ault
issue. Tihe lepulie agrees to make delivery of sne tenlin rirt v I-oni. llt the
bankers on October 25. 1926, or tin a date not more than 14) days ti,'ru'after.
to be fixed by the Reltpublic, in either case on at least five ,l.: .*;b,' iiMte
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to tile bankers of the date of such delivery. The Republic shall e. :n?-& porane.
onsly with such notice to file bankers cause temporary bonds retre-entinz tIle
said issue in such denominations as the bankers shall sp.lcify !', ie exe'Cute(
in the manner provided In the fiscal agency agreement; and the Republic
hereby directs the fiscal agents to cause such bonds to be authenticated and
delivered to the bankers against payment of sald purchase price. The bankers
shall make payment of such purchase price to the fiscal agents for the account
of the Republic, after first deducting therefrom the amount of the estimated
expenses of the Issue-namely, the cost of printing, engraving, execution, and
authentication of the temporary and definitive honds and interim receipts, the
cost of listing the bonds on tile Now York Stock Exchange. and any other ex-
changes, and all other customary expenses In connection with this L,sue. and
also allowance for stamp taxes of I per cent on maximum of $4.00.0010 or
equivalent in pounds of bonds offered by bikers in Holland.

Third. The bankers as fiscal agents will pay to tile Republic interest at
the rate of 6.43 per cent per annum on tiny part of the pro,,eL tof the is.ue
which the Republic may ke.p on deposit with ttzei:i during the fir. t tIhree
mnths after payment of the purchase price. ;end therv'afaer at a rate to be
agreed uljo between the Republic and the bankers.

F,,urth. The Republic hereby grants the bankers an option to pur-Ial.st. from
it at any tire on for before March 1, 1927, nll or part o" $273sW)ts% cf ;'d-li.
tional I,,od.s. pauyalle in like gold dollars or tcountls sterling. -I-sthorize! under
the laws re;e !ed too in the tisal jigency ;igr'cin, ,ett leri to; nte.-ed. at tlhe l) i.e
of fi1.3 per viit of the f:ace- amount of such Ivliid soe jIrtcbha 'wl and af'.rtmtel
inter.-t therein. Any s.vch purlcasse shall be under tris nI conditions suit-
stan;ially the ,-twe as those provided for in this- agreement and said fis-al
agency agreement, except as to purchase price. Th iteieuillic shall pay the
stanil, taxes on any such additional bonds publicly offered in Europe. Such
option may be exercised as to part of such Issue only in one or more lots of
not less tOan C5.000,000 face amount of bonds.

F!fth. The Republic agrees that It will not before Murh 1. 1.927. without
the written consent of the bankers, authorize. issue, or guarantee any external
lo;n ether than the $42,500,000 of bonds referred to in this azrreement.

Mixth. The bankers shall be under no obligation or duty to the bondholders
in rc-. ect of the application by the Republic of the prea-eels of the bonds pur.
chased here !ndler.

Seventh. All bonds delivered to the bankers hereurider Al-.ell be the validly
isSued obligations of the Republic, in accordance with the constitution and
laws of said Relublic. The form and text of the 1omls. anl he preiseeings
take;: in ro-lie't toe tl~w iSSli l(.t (if the Iemnds. in order that Ml;ey may be valid
eldI~el~i:,.. s.,ll le. worried out in such manner as to fulilI the terms of this
:MrM.Oaelt and of tie |Iscal agency agreement. hereto ;innex"l. and all such
pr, -celling shall be with tile approval c)f such counspl aq the bankers may,
witi.-it et.%t to the lleiplelie. consult nail tile lRepiulic shall fumi;.h to tile
hank-ers thvir reprettative -end counsel. before the elate fixed for the pty-
nit-'t off tile par-hase price, all information necessary for the purpose of obtain-
in suc!h approev:l.

Eiahth. Any notice top be give: to either t' the parties shall N. given in tile
same mnanner lerovificl for ine the cs(, e1f the paittips to the s il fistcai agency
agreement. All :cgreenwents of thel Republic set forth i;. sal ficl agency
agreement shall lee de-nted to have been made also witl the bankters s parties
to this agreement.

Ninth. This agreement shall Inure to the benefit of anti be, binding upon the
Republic on the one hand, and Kissel, Kinnlcutt & Cl. and Haligarten & Co.,
and their respective successors In business, on the other hand.

In witness whereof, the above-mentioned parties have executed this agree-
ment in triplicate in the manner hereinabove recited.

REP -BLc or Ctmr.
By MiouEL Cvrtw'AGA Touuusx,

Ambassador of the Republio of Chile to the Vnited States of Amcriva.
KIsSEL, K.12MMMW & Co.,

By WILiJAm FEI3L-SOx.
A General Pcrtser.

HALLOARTY & Co.
By WnL 0. S8x r,

A General Partwoy.
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STATE OF NEW YORK,
County of New York, 88:

On the 18th day of October, 1926, before me personally appeared Miguel
Cruchaga Tocornal, to me known and known to me to be the person who is de-
scribed in and who executed the foregoing instrument as ambassador of the
Republic of Chile to the United States of America, and he acknowledged to me
that he executed the same as such ambassador, thereunto duly authorized on
behalf of said Republic of Chile, as its act aud deed.

[SEAL.] LAUwNcE ALDEN CROILTY.

STATE OF NEW YORK,
County of New York, as:

On this 18th day of October, 1926, before me personally appeared William
Ferguson, to me known to be a member of the firm of Kissel, Kinnicutt & Co.,
and the person described in and who executed the foregoing instrument In the
firm name of Kissel, Kinnicutt & Co., and acknowledged that he executed the
same as the act and deed of said firm of Kissel, Kinnicutt & Co.

[SEAL.] LAURENCE ALDEN CROILY.

STATE OF NEW YORK,
County of New York, ss:

On this 18th day of October, 1920, before me personally appeared Max
Horwitz, to me known to be a member of the firm of Hallgarten & Co., and
the person described In and who executed the foregoing instrument In the
firm name of Hallgarten & Co., and acknowledged that he executed the same
as the act and deed of said firm of Hallgarten & Co.

LAURENCE ALDEN CROSBY.

ScnEtDzuu A

Agreement, dated O..tober 18 1926, made inI the city of New York, United
States of America, between Republic of Chile (hereinafter called the Republic)
represented by its ambassador to the United States of America, Don Miguel
Cruchaga Tocornal, thereunto duly authorized by a decree of the President
of the said Republic dated the 14th day of October, 1926, and pursuant to
the authority vested In the said President, party of the first part, and Kissel,
Kinnicutt & Co., anid Hallgarten & Co., each a partnership having a principal
office in the city of New York, United States of America (together hereinafter
called the bankers), parties of the second part.

In consideration of the mutual promises herein contained, the parties hereto
agree as follows:

ARTICLE I.-AuthoiiZtioi and purpose of bond issue

First. The Reinhlic makes the following representations and agreements:
1. Under the following laws of the Republic. No. 3S35, promulgated January

23, 1922, No. 3849, promulgated February 21, 1922, and No. 4087, promulgated
Septeinbr 16, 1920. the President of the Republic is validly authorized to
cause to be issued bonds of the Republic (In addition to any sueh bonds
heretofore issued In pursuance of said laws or any of them) of the aggregate
face amount of not less than $42,500,000 in gold coin of the United States
of America or its equivalent inI English pounds sterling at $1.8665 per pound
and upon the terms and conditions contemplated in this agreement (the
bonds so contemplated behiig herein referred to as the bonds).

2. The President of the Republic Is duly authorized to issue and sell bonds
for a sum less than the face amount and interest accrued to the date of
payment therefor and upon such other terms and conditions not inconsistent
with said laws as he deens convenient; and he has authority to delegate
to the said Ambassador the execution of this and other necessary agreements
in connection with the issue of the said bonds.

3. Upon the execution of this agreement on behalf of the Republic by said
ambassador the same will be the valid and legally binding obligation of the
Republic, without any necessity for further action or approval by any other
Chilean authority; and the bonds (and the coupons thereto attached) when
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Lssued under this agreement will be the valid and legally binding obligations
of tbhe Republic according to the terms of said bonds and coupons and of
this agreement.

4. The proceeds of the bonds will be used by the Republic for the purposes
set forth in said laws; and the fiscal agents shall be under no obligation
or duty whatsoever to the bondholders in respect of the application by the
Republic of the proceeds of the bonds.

AirriCLE II.-The bonds

Second. The bonds shall lie known as Republic of Chile 6 per cent external
sinking fund gold bonds; shall be dated October 1, 1926; shall mature April 1,
190; and shall bear interest at 6 per cent per annum payable semi-annually.
The aggregate principal amount of said bonds shall be $42,500,000 in gold coin
of the United States of America or, at the option of the holder, its equivalent
in English pounds sterling at $4.8665 per pound. For the amortization of the
bonds, the Republic will provide a cumulative sinking fund of I per cent per
annum payable in semi-annual installments beginning March 15, 1927, each
equal to one-half of 1 per cent of said maximum total amount of the bonds plus
a sum equal to six months' interest on all bonds redeemed or otherwise re
tired, which sinking fund payments shall be applied to the redemption of said
bonds as hereinafter provided. All bonds not previously redeemed or retired
through operation of the sinking fund shall be due and payable on April 1.
190D. Bonds purchased by the Republic at prices not exceeding their face value
and accrued Interest may be surrendered to the sinking fund in lieu of cash
as hereinafter provided. The Republic, at its option, may increase the amount
of any sinking fund payment.

Third. All payments of Interest and principal including principal of bonds
called for the sinking fund shall he made in gold coin of the United States of
America of or equal to the standard of weight and fineness existing on October
1, 1926, or, at the option of the holder in English pounds sterling at the rate of
$4.805 per pound sterling. All payments of principal and interest shall be
made at the offices of the fiscal agents in the United States of America or in
the ('se of sterling payments at the offices in Great Britain of J. Henry Schroder
& Co, subfiscal agents.

Fourth. The bonds shall constitute the direct external obligation of the
Republic, and the Republic hereby pledges its full faith and 0eredit for the due
and punctual payment of principal and interest and of all amounts required
for the service of the loan, in time of war as well as in time of peace, irrespec-
tive of the nationality of any holder of the bonds, and for due performance by
the Republic of all its obligations set forth herein and in the bonds.

Fifth. Principal, interest, and sinking fund shall be pald by the Republic
without deduction for any taxes or imposts of whatsoever nature now or here-
after levied by the Republic or any political subdivision thereof or other Chilean
authority, and the Repubile agrees to assume any such taxes which may be
imposed upon the bonds or the owners thereof on account of such ownership.

Sixth. If after October 1. 1926, any debt, external or internal of the Republic,
now or hereafter existing, shall be or become secured by specific lien or charge
upon any of its present or future assets or revenues, theso bonds shall share
in such lien or charge equally and ratably with such other debt and the Re.
public wili take such action as may be requisite to give effect hereto.

AwncL= III.-Fornmal provisions Y J1wcPningzj houth

Seventh. The bonds shall be in denominations of $1.000 and $500 and their
respective equivalents in English pounds sterling at the rate of $4.866-5 per
pound. in such proportions and numbered in such manner as the fiscal agents
may determine.

Eighth. The bonds shall be bearer coupon bonds, registerable as to principal
only. at such agency or agencies as the fiscal agents from time to time desig-
nate, at which the Republic shall maintain books for the registration and
transfer of the bonds. Every bond shall be transferable by delivery, unless
registered as to principal In the name of the owner upon the registration
books. After such registration, no transfer shall be valid unless made on
said books by the registered owner, in person or by attorney duly authorized in
writing, and similarly noted on the bond; but any bond may be discharged
from registration by being in like manner tranferred to bearer, and thereupon
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shall become transferable by delivery; and such bond may again, from time
to time, be registered or transferred to bearer as before. Such registration
shall not affect the negotiability of the coupons, and every coupon shall con-
tinue to be transferable by delivery only, and shall remain payable to bearer,
and payment thereof to bearer shall fully discharge the Republic and the fiscal
agents in respect to the interest therein mentioned, whether the bonds to which
such coupon appertains be registered or not. As to every bond registered
as to principal, the person In whose name the same is registered shall for all
purposes (except the payment of interest represented by the coupons) he deemed
the owner thereof, and payment of or on account of the principal shall be made
to or upon the order of such registered holder. The Republic and the fiscal
agents may treat the bearer of any bond not registered, and the bearer of any
coupon for interest on ainy bond, whether such bond he registered or not. as
the absolute owner of such bonds or of such coupon for the purpose of receiving
payment thereof and for all other purposes, any notice to the contrary not-
withstanding.

Ninth. In case any bond or coupon shall be mutilated, destroyed, lost, or
stolen, the Republic shall issue, and the ftscal agents shall cause to be authen-
ticated and delivered, a new bond or coupon or like tenor and denomination, In
exchange and substitution for and upon surrender and cancellation of such
mutilated bond (with its coupons, if any), or coupon, or In lieu of and substitu-
tion for the Bond (with is coupons, if any), or coupon, so destroyed, lost, or
stolen. The applicant for such substituted bond or coupon shall furnish
evidence fo the destruction, loqs, or theft of the bond (with its courons, If any),
or coupon, so destroyed, lost or stolen, and Indemnity; satisfactory In each case
to the fiscal agents.

Tenth. The bonds shall be signed In the city of New York. They shall bear
the facsimile signature of the Chilean Ambassador in Washington and the
manual counter signature of the Consul General of Chile in the United States
of America and shall also be sealed with the seal of the Chilean Republic. The
coupons shall al- o bear the facsimile signature of said ambassador. No bond
sall be valid for any purpose unless the same shall first be authenticated by a
certificate endorsed thereon by the fiscal agents, or some financial institution
selected by them; and such authentication shall be conclusive evidence, and
the only evidence. that the bond so authenticated has been duly Issued here-
under. The fiscal nents are hereby Instructed by the Republic to authenticate
or 'aus, to be wuthenlcated $42.500,000 principal amount of bond&, and to
deliver the same In accordance with instructions from the Republic.

Eleventh. The text of the bonds and coupons shall be In English and shall be
in the form customary In the city of New York. In accordance with the custom
of the New York Stock Exchange the bonds shall contain a provision whereby the
Republic certifies and declare.4 that all acts, conditions. an(l things required to
he done and performed and to hMve happened precedent to anti in the creation
of the loan and the issue of the bonds thereof, lave been done and performed
and have happened In due and strict compliance with the constitution and laws
of the Republic.

Twelfth. The definitive bonds shall be engraved in New York In such form
as to comply with the requirements of time New York Stock Exeblnge. Pending
the engraving and execution of definitive bonds, the Republic shall execute and
deliver to the fiscal agents for authentication temporary printed bonds, in such
denominations a. the fiscal agents may request, and substantially of the tenor
of the bonds herein described, but without coupons or with not more than one
coupon, and with such omissions, insertions, and variations as the fiscal agents
ajy approve. If the temporary bonds are issued without coupons, payment of
Interest shall be made only upon presentation of each temporary bond for nota-
tion of each such payment thereon. The temporary bonds may. but need not
hear the engraved facsimile signature above mentioned or the seal of the Repub-
lic and the coupons, if any. shall bear the facsimile signature of said Chilean
Ambassador or some other duly authorized representative of the Republic.
The form of the temporary and definitive bonds shall in all respects comply
with the regulations of the New York Stock Exchange. Subject to such regula-
tions as the fiscal agents may prescribe, temporary bonds shall be exchangeable,
without cost to the holder, upon surrender and cancellation, for the same
aggregate principal amount of definitive bonds. The Republic will cause
definitive bonds to be prepared, executed, and delivered to the fiscal agents as
promptly as possible for the purpose of making such exchanges. The fiscal
agents shall have charge, on behalf of the Republic, of all matters in regard to
the preparation of the temporary and definitive bonds.

I I
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ARTICLE IV.-Services of the Loan.

thirteenth. The amount required for the semiannual service of the loan repro-
sented by the $42,500,000 principal amount of bonds to be Issued hereunder,
exclusive of the sums payable by the Republic to the fiscal agents for their
compensation and expenses, consists in each case of a uniform amount of
$1,487,500 comprising:

(a) The semiannual sinking fund payment, consisting of the amount of
$212,500 being one-half of 1 per cent of the total amount of the loan, plus an
amount equal to six months' interest on all bonds redeemed or otherwise retired
through the operation of the sinking fund prior to the next semiannual interest
date; and

(b) The semiannual interest payment, consisting of an amount equal to s!x
months' interest on all bonds not redeemed or otherwise retired prior to the
next semiannual interest date.

Said semiannual sinking fund payment is calculated to retire the entire
issue of the bonds not later than maturity.

Fourteenth. Each such aggregate fixed sum necessary for the semiannual
service of the loan shall be paid is follows:

(a) At least 15 days prior to each seemilannual interest payment date, the
Republic shall pay the semiannual sinking fund payment in gold coin of the
United States of America to the fiscal agents at their oflives in New York City
or, If and to the extent, that the fiscal agents shall previously request, in Eng-
lish pounds sterling to the subfiscal agents at London. In lieu of making all
or any part of any sinking fund payment in cash. th Republic may deliver to
the fiscal agents for surrender to the sinking fund, any bonds, with all unma-
tured coupons attached, purchinsed by the Republic at a price not exceeding
par, exclusive of accrued interest and commissions, accompanied by certificates
of the Republic stating at what prices such bonds were so purchased, and such
bonds shall be accepted in lieu of cash In an amount equal to the purchase
price (exclusive of accrued interest and commlssiols) plus the amount of the
coupon due on said next interest date.

(b) At least ten days prior to each semiannual Interest payment date the
Republic shall pay the semiannual interest payment in gold coin of tile United
States to the fiscal agents at their offices in New York City, or, if and to the
extent that the fiscal agents shall previously request, in English pounds sterling
to the subfiscal agents at London.

Fifteenth. Except as hereinafter provided, upon the receipt of gach such
semiannual sinking fund payment, the fiscal agents shall apply that part of
the same paid In cash to the redemption of bonds on the next semiannual inter-
est payment date; Provided, howverer, That if such moneys shall amount to less
than $5,000, such sum may be carried forward and added to the next sinking
fund payment. Such redemption shall be effected in the following manner:
The particular bonds to be redeemed on each occasion shall be determined by
lot by drawings conducted by the fiscal agents In New York it which a rep.
resentative of the Republic may be present if the Republic so requests. Draw.
ings shall be held not later than the twelfth day immediately preceding the
next semiannual interest payment date. Notice of such redemption shall be
published at least twice in one or more newspapers of general circulation In
New York City selected in each instance by the fiscal agents, and shall als0
be given and published in such manner, either in New York or elsewhere, as
the fiscal agents may prescribe. The first publication shall be made at least
10 days immediately preceding the next semiannual interest-payment datte.
Such notice shall state the numbers of the bonds to be redeemed (unless all
outstanding bonds are to be redeemed), the date (which shall be the next semi-
annual Interest payment date) and the placbs in New York City and London
(which shall be designated by the fiscal agents) for surrender and payment.
On the date and at the place so specified, the holder of each bond thus called
for redemption shall surrender the same, with all coupons maturing after such
date. Upon such surrender, the fiscal agents or tile London subfliscal agents
shall cause to be paid to the holder of each such bond, out of the funds pro-
viled for that purpose by tile Republic, the principal amount of such bond.
Any bond thus called for redemption and not so surrendered shall cease to bear
Interest after said redemption date, and all coupons for subsequent Interest
shall be void.

Sixteenth. All bonds tendered for or redeemed by the sinking fund, and the
coupons thereto appertaln'ng, shall he canceled and returned to the Republic,
and no bonds shall be issued In lieu thereof.
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Seventeenth. The Republic, at its option, may increase the amount of any

semiannual sinking fund payment. In that event it shall notify the fiscal
agents at least 60 days prior to the next succeeding interest date, specifying
the amount by which such semiannual sinking fund payment is to be increased;
and shall pay the entire sinking fund payment as so increased at least 30 days
prior to such interest date.

Whenever any semiannual sinking fund payment, whether increased or not,
is made wholly or partly in cash to the fiscal agents prior to the fifteenth day
preceding the next semiannual interest payment date, the Republic may
instruct them to apply such cash at any time prior to the fifteenth day preced-
ing the next semiannual interest payment date, to the purchase of bonds for
the account of the Republic, at the lowest prices obtainable In tie judgment
of the fiscal agents, not exceeding principal amount exclusive of accrued in.
terest. All bonds so purchased shall be surrendered and credited to the sinking
fund as hereinbefore provided. Any su-h cash remaining unexpended in the
hands of the fiscal agents oI the fifteenth day of preceding the nxt si-inianial
interest payment date shall be applied to the redemption of bonds for the
sinking fund as above provided. The bonds sill not be redeemable exeept
through the sinking fund.

Bighteenth. Nothing in this agreement contained shall be construed to Impose
any obligation on the fiscal agents or the Iondo'n subflscal agents to redeem
-ay bonds or to make any payments of principal or interest or otherwise with
respect to the bonds or the interest coupons, except out of funds previously
received from the Republic for such purpose.

Nineteenth. With each semiannual sinking fund and/or Interest payment,
the Republic shall pay, in United States of America go!d coin, to the fiscal
agents in New York City a sum suff-lent to pay the compensation payable
to the fiscal agents with respect thereto.

AniicI.z V.-The feal agents

Twentieth. The Republic hereby appoints Kissel, Kinnicutt & Co. and Ihail-
garten & Co., and their respective successors in business (subject to the ap-
proval by the Republic of such successors), the fiscal agents for all purposes
relating to the bonds and the service of the loan represented thereby; and sald
firms hereby accept such fiscal agency, subject to the provisions of this agree-
ment. Such appointment shall continue while any of the bonds remain otit-
standing, unless sooner terminated as hereinafter provided.

Twenty-first. The Republic hereby consents that the fiscal agents may reire-
sent the holders of the bonds in all matters, but this provision shall not Impose
any trust or duty in favor of the bondholders upon the fiscal agents or either
of them.

Twenty-second. As compensation for their services hereunder, the fiscal
agents shall receive from the Republic one-eighth of I per cent of all amounts
paih on nc.ount of interest on bonds, and one-elghlth of I per cent on the face
amount of all bonds redeemed for the sinking fund or otherwise re(ti'ed or
paid. The fiscal agents shall be entitled also to receive the usual brokeragecommission on all bozds purchased by them for account of the Republic for
surrender to the sinking fund or otherwise.

Twenty-third. The Republic shall pity the usual (-barges for regist-, rlng, the
expenses inI connection with the redemption of bonds, including iblication of
notice, and tall other expenses incurred by the fiscal agents in good faith III
connet-tion with their agency. Such payments shall he made with interest
at 5 per cent upon the rendering of an account in reasonable detail to the
Republic. Any such account shall be considered accepted by the Republic
unless objection thereto be made by the Republic in writing and re'elved by
the fiscal agents within 90 days from the mailing of the account in question,

Twenty-fourth. The Republic may pay any service moneys payaie tit the
fiscal agents in pursuance of this agreement, to the fiscal agents Jointly, or to
O-ither of them. The fiscal agents and the London subflcal ag-,nts may ar-
range between themselves as to the proportions inI whihh such moneys or
any tether sums shll be lield oil deposit by them respctively for tilte allctlUit
of the Republic.

Twenty-fifth. Tile Republic shall at all times Ilet-nnily and protect t-aci
of the f scal agents and the London subflscal agents rgninst all claims, demandd,
and actions which may be instituted in behalf of any bondholde, whethet,
in respect of moneys at any time in the hands of tile fiscal agents or otherwise.
subject only to the responsibility t-xpressed in paragraph 20 hereof.
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Twenty-sixth. Each of the fiscal agents and the Lond'on sntisIcal agents
shall be answerable to the Republic or to the bondholders only for its own
failure to exercise good faith or for gross negligence. Neither of the fiscal
agents nor the London subfiscal agents shall be responsible to the Republic or
to the bondholders for any sums paid to or deposited with others nor for the
act or omission of others. The fiscal agents, or either of them, or the Lotlon
subfistal agents, may consult counsel in regard to their duties under ;his
agreement, and shall be fully protected In relying and acting upon tle advice
of counsel of recognized standing selected by them or any of then.

Twenty-seventh. The fiscal agents may designate any financial Institutions
of good standing in the city of New Yoik or elsewhere as tile registrars of
the bonds. The fiscal agents may appoint financial institutions to authenitl-
cate the bonds as hereinbefore provided as agents for both of them, or each
of them may appoint agents to act in Its own behialf for such purpose. In
both cases the fiscal agents shall submit such appointments for the approval
of the Republic.

Twenty-eighth. The fl.cal agents may appoint (on their responsibility, unles:
such appointment be approved by the Republic) one or nore a(lditional sub-
fiscal agents in the United States of America or Europe as lizyillg agents
for the principal mnd interest of the bonds and with wltu the ll rval agetits
way deposit funds of the Republic designated for t ilayiut, vt of jritlipal
(or intere-t (PiI the bond, and whose nanes may al'ilea' on thne londs n:d
coupons: It bing understood that payments other than iII United Stake- of
Aineric I dollars or ipounls ,terlig nade at the (fflee, of -s It subilse-ni at;'cif
other than thise in the United States of America or (.oat Britain shill tie
made, in any other currency only at the then entirent buying rate for dolhlis
or sterling. The fiscal agents and sulifical agents may make su(.h arrange-
mients between themselves its they may deem approlliate for the iltkehange
of fini| and for the drawing by one fiscal agents ov' subtiscal agent against
funds ,.*" the Republic held by another fiscal agent or subfl.scal agent and In
genet-l for facilitating the payment Elf bonds and coupots which may be
presented to any of them. The Republic shall be credited or debited as the
ease may be wvith any net profit or net loss or co.st which may result from
the conversion of dollars to pounds or pounds to dollars In nnetion with
tile remnittance or exchange of lunds necessary for service payments. The
eompensatlon of all subfiscal agents shall be pa1(d by the fl-cal agents.

Twenty-ninth. Either of the fiscal agents or the London subliseal agents way
aict in relianee upon any Instructions or advices, received by cable or otherwise
its lirprtling to come from the Minister of Finance i. tile Th,1pullih or from
Ihe i tileai ill bilt1.nid4or in the United! State., of Anli-FriCa. or fioi the, Chilelan

ai0ii-iter in Great Brii.tini. or in lelault of thes-. frin it1w u'lii" d ufa laires in
either .uinttry. and shall incur no responsitility by so d,,ilg.

Thirtieth: Either of the fiscal agents or the London subtiscal agents may
at 't ny i tie reslgzl front the agency by giving notice of such intention to the
Relublic. specifying the date on which such reigtuatioz shall heconie effective,
lrovliled thai ,luih notice shall not be less tIhan 30 days, unless the Republic
agrees is, acelit lIss notice. Upon the resignation or failure to act from any
cais, if eilt.r of the fiscal agents iereudier, the reninalilng fiscal agent shill
act as iole li-cal agentt, ind nilty exercise all-powers of the fiscal agents. Upon
the resignation, ot failure to act front any cause, of both of the fiscal agents,
the financial institution which shall theretofore have been deslgnated for the
registration of bonds in the city of New York shall act as sole fiscal agent.
In the event that at atty time there shall be no fiscal agent it office, the Re-
public shall provide at least one 5scal agent in the city of New York to attend
to the services of the loan. Upon the resignation or failure to act of the
London subfiscal agents the fiscal agents zay, with the consent of the Re-
public, appoint their successors.

Thirty-first. Neither of the fiscal agents nor the London sub fiscal agents shall
incur any liability whatsoever to the Republic or to tle bondholders or to
anyone else, in acting in reliance upon any bond, coupon or other instrument
believed to be genuine.

Thirty-second. All ntoneys received by either of the fiscal agents for the serv-
ice of the loan may be held until paid out in accordance with the terms of
this agreement, as a general deposit, and the fiscal agents agree to pay inter-
est at a rate 2 per cent below the discount rate fixed by the New York Fed-
eral Reserve Bank.
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Thirty-third. Either of the fiscal agents or the London subfiscal agents. may
purchase or otherwise deal in any of the bonds, with the same rights as
though rnot acting as such.

ARTICLE VI.-MIS-ELANEOUK PROVISIONS

Thirty-lipurth: Any notices, requests or instructions or orderr, fo ti pay-
wientt of Mnoney or tha' delivery of securities which m:iy be required hi iov give
thy (tie party to the other, shall be (eeined sufliielnt (unless hetein Itherwise
expressly provided), if given in writing in Englilsh as follows:

(a) If from the fiscal agents to the Republic, over the g. .,ur L.,i'
of the ical agents by any member of the firm, delivered to the Cliii.f .11 :it-
bassador in Washington, or by cable addressed to the minister of tie Treas-
ury of the Republic, provided that a copy of such Cable is delivered on the
&y it Is sent or on the following business day at the Clillealn Enl:i,.ssy 11m
Washington.

(b) If from the Republic to the fiscal agents, then by delivery at itil office
of either of the fiscal agents in New York either over the signature of thi
Chilean ambassador in Washington, or by cable addressed to either of the
fiscal agents at its office in the city of New York by any duly authorized
official of the Republic and confirmed in writing to the fiscal agents by the
Chilean ambassador in Washington.

Thirty-fifth. In case the Republic should be unable to make tht l-ayat'its
herein contemplated In New York City, an account of a state of war o! other-
wige, the Republic shall deposit all such payments in a bank ,lhsig:le.d lby
the fiscal agents in any neutral country.

Thirty-sixth. At the request of the fiscal agents Miale at any till,.. tilt Ito-
public will furnish all information and sign all applications and other docu-
mieits necessary or suitable for procuring the listing of the bonds ilpoii the
New York Stock Exchange and/or any other like institution.

Thirty-seventh. In compliance with any reasonable request niade by tile
fiscal agents at any time, the Republic will furnish them will all information
in regard to its revenues, expenses, financial affairs and general conditions.

Thirty-elghth. This agreement shall Inure to the benefit of and be binding
oil the Republic on the one hand, and on the other hand Kissel. Kinnicutt &
Co. ald Ilaligarten & Co., and their respective successors in business as fiscal
agents of the bonds.

Ill witness whereof, tile above mentioned parties have executed tli. a-t3-4-11ii'it
in triplicate in the manner hereinabove recited.

REmUBLIC OF CILM,
By MIGUEL CHUuAGA TOCoRNA,-

Aintbiamvor of the Republic of Chile to the United Statc.s of .imi, ',,
Kis ti, KiNNICUTT & 4 V,

By WILLIAM Fnmousox,
A Gen 'i'e I'o i l.,

HALT.GARTEN & 4 '0.,113y 3. Ilo~tiNRi't.
A G ne ral Pa-' ;

STATE OF NEW YORK,
County of New York, 8s:

()in the 18th day of October. 1926, before tile li lSOimilly apeitr'et. shligitel
Chucilaga Tocornal. to me known and known to me to bw the ierso,. wii .:
described In and wlo executed the foregoing instrlmlent it- Ainbassadol ol tile
Republic of Chile to tile I'nited States of America, and lie acknowledgei to lte
that lie executed tile slinli as sutli ambthassador. thereunto duly authiorzml oil
behalf (if saihl itpulldile of whilee , as its act and deed.

f sEAL. LAURENCE ALDEN ('l1siiS"
Votary Publie, 1l'e.tehester ('elow,;

('ertifleate filed in New York County, N. Y., county clerk'. No. 478. :. g itlra-
thon No. 8.3fi4. Commission expires March 30, 1928.

STATE OF NEW YORK,
County of New York, 88:

On this 18th day of October, 1926, before me personally appeared WihaP.tra'
Ferguson. to me known to be a member of the firm of Kissel, Kinnicutt & Co.,.
and the person described In and who executed the foregoing instrument in the.

!
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firm name of Kissel, Kinnicutt & Co., and acknowledged that he executed the
same as the act and deed of said firm of Kissel, Kinnicutt & Co.

[s1AU] LAURENCE ALDeN CRosBY,
Notary Public, Westchestcr County.

Certificate filed in New York County, N. Y., county clerk's No. 478, registration

STATE OF NE;V YORK,
County of New York, 8s:

On this 18th day of October, 1926, before me personally appeared Max Horwitz,
to me known to be a member of the firm of Haligarten & Co., and the person
described In and who executed the foregoing instrument in the firm name of
Hallgarten & Co., and acknowledged that he executed the same as the act and
deed of said firm of Hallgarten & Co.

[SEAL.] 
LAURENCE ALDEN CROSBY,

Notary Public, Westchester County.

Certificate filed in New York County, N. Y., county clerk's No. 478 registration
Xo. 8364. Commission expires March 30, 1928.

Agreement dated January 11, 1927, made in the city of New York, United
States of America, between the Republic of Chile (hereinafter called the "Repub-
lie"), represented by its charge d' affairs ad interim at Washington, D. C.,
Dou Federico Agacio-B., thereunto duly authorized by the President of the said
Republic and pursuant to the authority vested in the said President, party of
the first part, and Kissel, Kinnicutt & Co. and Hallgarten & Co., each a part-
nership having a principal office in the city of New York, United States of
America (together hereinafter called the "Bankers"), parties of the second
part, Witnesseth:

Whereas by agreement of even date herewith between the parties hereto, the
Bankers have agreed to make an advance to the Republic against its note for
$25,000,000 face amount upon the terms and conditions specified in said agree-
ment and note, and it is provided therein that the Republic will not issue any
other external obligations without applying the proceeds towards the payment
of said note; and

Whereas by agreement dated October 18, 1926 between the parties hereto, the
Republic granted an option to the Bankers to purchase on or before March 1,
1927. all or part of $27,500,000 face amount of bonds, more particularly
described in said agreement of October 18, 1926, upon the terms and conditions
therein specified,

Now therefore, the parties hereto agree as follows:
First. The Republic represents and agrees that under law No. 3835, promul-

gated January 23, 1922, No. 3849, promulgated February 21, 1922 and No. 4087,
pronulgated September 16, 1926, of the Republic, the President of the Republic
Is validly authorized to cause to be issued and sold bonds of the Republic (in
addition to all bonds or other obligations heretofore issued under said laws or
-n. of them) of the aggregate face amount of not less than $27,500,000 in gold
coin of the United States of America or its equivalent in English pounds ster-
ling at $4.8665 per pound and upon the terms and conditions contemplated by
this agreement (the bonds so contemplated being hereinafter referred to as the
"Bonds") ; that. the said President bas authority to delegate to the said chargO
d'affairs the execution of this and other necessary documents and directions
in connection with the issue and delivery of said bonds; and that upon the
execution of this agreement oti behalf of the Republic by said charge ('affairs
the same will be the valid and legally binding obligation of the Republic, with.
out any necessity for further action or approval by any other Chilean authority.

Second. Upon the terms and conditions herein specified, the Republic agrees
to extend, and hereby does extend, the said option of the bankers to and in-
eluding January 5, 1928, and the bankers hereby agree to exercise said option
on or before said date. The bankers may exercise said option at one time, or
from time to time, in one or more lots of not less than $5,000,000 face amount
of bonds: Provided, however, That said option shall in any event be exercised
as to the entire $27,500,000 face amount of bonds on or before January 5, 1928.

Third. The price for the bonds to be purchased under the option shall be
91.18 per cent of the face amount of bonds taken up under such option, plus
accrued interest thereon; Provided, however, That if all the $27,500,000 of bonds

I
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are delivered and paid for on or before February 28, 1927, the bankers shall
contemporaneously pay to the Republic an additional amount equal to $400,000
less interest at 6 per cent per annum on $25,000,000 from the time of the advance
by the bankers above referred to, to the time of payment for the bonds to be
taken up under said option, and less the estimated amount of the expenses
provided for in paragraph 7 he. eof. In the event that the option is exercised
prior to February 28, 1927, as to less than the entire amount of said bonds,
the amount of such additional payment to be made by the bankers shall be
such proportion of such additional amount as the amount of the bonds so talen
up before February 28, 1927, bears to the total of $27,500,000 of bonds.

Fourth. At the time of the payment by the bankers for any of the bonds
covered by the option, the bankers, at their election, may in payment of the
purchase price for any of said bonds, credit or cause to be credited the Pmount
of such purchase price against the face amount of said note of the Republic for
$25,000,000, until said note shall have been paid in full. In the event that or
to the extent that such credit shall not be so made, the Republic agrees that,
at the time of the payment for any of the bonds, it will, until such note has
been paid in full, deposit with the bankers, the cash proceeds of such bonds, to
be applied to the payment of the note.

Fifth. Prior to delivery of any bonds pursuant to the exercise of the option,
there shall be executed the appropriate fiscal agency and/or other agreements
in form approved by counsel for the bunkers, it being understood that the terms
and conditions of such agreements shall be substantially similar to those con-
tained in the said agreements dated October 18, 1926, and the provisions of
said agreements and of the bonds to be issued thereunder shall comply with
the regulations of the New York Stock Exchange. In order to distinguish
the bonds from those already issued under said agreements of October 18, 1926,
the bonds shall bear a date not earlier than January 1, 1927.

Sixth. The Republic agrees that without the written consent of the bankers
it will not authorize, issue or guarantee any external loan (other than pursuant
to the exercise of the option by the bankers) from the date of this agreement
until a (late six months after the date of delivery of bonds to the bankers,
pursuant to the complete exercise of their option.

Seventh. The Republic will pay the cost of the issue of any bonds pursuant
to the exercise of the bankers' option hereunder, namely, the cost of printing,
engraving, execution and authentication of the temporary and definitive bonds
and interim receipts, the cost of listing bonds on the New York Stock Exchange
and any other exchanges, the stamp taxes on any of such bonds publicly offered
in Europe, all other customary expenses in connection with the issue, and the
expenses with respect to said advance to be paid by the Republic in accordance
with the said agreement of even date herewith, to the extent that the expenses
of said advance shall not have been previously paid.

Eighth. All bonds delivered pursuant to any exercise by the bankers of the
option hereunder shall be the validly issued obligations of the Republic in
accordance with the constitution and laws of said Republic and all other legal
requirements. The form and text of the bonds, and the proceedings taken in
respect of the issuance thereof, In order that they may be valid obligations, shall
be carried on in such manner as to fulfill the terms of the appropriate agree-
ments relating thereto, and all such proceedings shall be with the approval of
su:.h counsel as the bankers may consult.

Ninth. Any notice to be given to either of the parties shall be given In the
same manner provided for in the fiscal agency agreement of October 18, 1926,
between the parties thereto.

Tenth. This agreement shall inure to the benefit of and be binding on the
Republic on the one hand, and on Kissel, Kinnlcutt & Co. and Hallgarten & Co.
ani their respeet0ve successors in business, on the other hand.

In witness whereof the parties above mentioned have executed this agreement
in triplicate in the manner hereinafter recited.

REPUBLIC OF CHILF,
By FEDERICO AGACO-B.,

C11harge d'Affalre8 ad interim of the Republic of Ohile at Washington, D. 0.
KISMELL, KINNICUIr & CO.,

By Wua.IAm Fgaouson,
A General Partner.

HA.LOARTFN & CO.,
By MAURICE NrWTO,q,

A General Partner.
EMAJADA DE CHILE,

1a.lhington, D. £.
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STATE OF NEw YORK,
County of New York, 8s:

On the 11th day of January, 1927, before me personally appeared Fredrico
Agacio-B., to me known and known to me to be the person who is described in
and who executed the foregoing instrument as Charg6 d'Affaires ad interim
of the Republic of Chfle at Washington, D. C., and he acknowledged to me that
lie executed the same as such Chargd d'Affaires, thereunto duly authorized on
behalf of said Republic of Chile, as its act and deed.

SEALI
LAURENCE ALDEN CROSBY,

Notary Public, Weatche.itcr County.
Certificate flied in New York County, New York County Vlerk's No. 478.

Register No. 8364. Commission expires March 30, 1928.
STATE OF Niw YOIOK.

County of New Yok, sv:
On this 11th day of January, 1)27, before me personally appeared William

Ferguson, to me known to be a member of the firm of Kissel, Kinnicutt & Co.,
and the other person described lii and who executed the foregoing instrument
in tile firm nine of Kissell, Kinnicutt & Co., and acknowledged that lie executed

[SEAL]
LAUIIENcE ALDEN CaOSBY,

Notary Publie, Wctchester County.
Certificate tiled in New York County, New York County Clerk's No. 478,

Register No. 8364. Commission expires March 30, 1928.
STATE OF NEw YoRK,

County of New York, 8s:
On this 11th day of January, 1927, before me personally appeared Maurice

Newton, to me known to be a member of the firm of Hallgarten & Co., and the
person described in and who executed the foregoing instrument in the firm
name of Haligarten & Co., and acknowledged that he executed tie same as the

[s:.%Lj
LAUcEsNcE ALDEN Cn1OSBY,

NotaryJ Public, Westcheter Cowty.

Certificate filed In New York County, New York County Clerk's No. 478,
Register No. 8364. ('onimission expires Marcd 30, 1928.

REPUBLIC OF COLOMI!IA-S'E-CoND NOTARY OF THE CIRCUIT OF BOGOTA; CARRIA
6A. Nos. 241 D AND 241 E. Twz oimOE No. 50-77

r=T COPY OF DEW NO. 2295 OF JULY 20, 1927. CONTRACT BETIWEN THE GOVERN-
MENT OF THE BZPUDI Or (OLOMBIA, AND HALLOATEN & CO. AND KISSE.
KINNICU T & 00.

RAiAU. ANDuADz S., Second Notary.

(Translation]

No. 2295. In the city of Bogotd, Department of Cundinamarea, Republic of
Oolombia, July 29, 192T, before me, Rafael Andrade S., second notary of this
circuit, anit the documentary witnesses. Messrs. Marco T. Lufliga, Roberto
Guznian C.. male., of more than 21 years of age, residents of this city, of good
reputation, and In whom there exists no legal Impediment, appeared Dr. Esteban
Jaramillo. male, of full age, and reidnt of this city, actually Minister of
Finance and Public Credit of the Republic of Colombia, to whose official
character I, the notary. certify, and Dr. Pedro M. Careflo. male, of full age, mid
of the same re.'dence. both of whom I know personally, and 01ey said:

That the first of the appearing parties acts In this proceeding In his capacity
above expressed as Minister of Finance and Public Credit, and in the name and
on behalf of the Government of the- Republic of ('olonhlt. andil tho . eond of
the appearing parties acts In the name and on behalf of Messrs. Hallgarten &
Co., and Kissel. Kinnicutt & Co., general partnerships having their domicile in
the eity of New York, United States of America. That the Government of the
republic of Colombia and said firms made a contract for the purchase of bonds
of the fee amount of $25.000.000 of the United States of America, and a fiscal
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agency contract relating to the same bonds, both of which contracts, with the
favorable report of the council of State and of the National Board of Loans,
were published ki the Diarlo Oficlal No. 20542 of the 14th of the current month
of July, and was supplemented In accordance with the opinion of the Council of
State and of the National Board of Loans. as expressed in the additional
agreement published in the Diarlo Oficial No. 20549 of the 22d of the same month
of July. That said contracts with said additions have been approved to-day by
tile executive power, after favorable opinion of the council of ministers and
after pullication 15 days previously in the Diarlo Oficial, all in accordance with
Law 102 of 1922. That said contracts, once the aforesaid formulas are ful-
filled, arm to be raised to a public deed and legally recorded for account of the
Republic. as stipulated in clause 10 of the bond purchase contract, and In
article 4 chapter 6 of the fiscal agency contract. That in fulfillment of
said stipulation, the declaring parties, by ineans of the present instruments,
raise to a public deed tile above mentioned contracts, which, with the above
indicated additions read textuilly as follows:

Contracts for the purchase of bonds and fiscal agency, made by the National
Government with Htallgarten & Co. and Kissel, Kinnicutt & Co., of New York.

The undersigned, Manuel A. Alvarado, secretary of the Department of
Finance and Public Credit, duly authorized by the most excellent Prev.ident of
the Republic, Dr. Mlguel Abadia Mendez. and by the Minister of Finance and
Public Credit, Dr. Esteban Jaramillo, in the natne of the Republic of Colombia,
of the one part, hereinafter called the Republic, and Hallgarten & Co., and
Kissel, Kinnicutt & Co., partnerships domiciled in the city of New York. United
States of America. hereinafter called the bankers, represented herein by
Dr. Pedro M. Carreno, duly authorized for the purpose, of the other part. have
agreed as follows:

First. The Republic agrees forthwith to create and to sell to the bankers, and
the bankers agree to purchase from the Republic, upon the terms and condi-
tions of this agreement. $25.000.000 of the Unitea States of America, in face
amount of bonds (hereinafter called tile bonds), described in the fiscal agency
agreement between the Republic and said Hallgarten & Co., and Kissel. Kinnicutt
& Co.. executed simultaneously herewith, a copy of which is hereto annexed.
The purchased Price (if said bonds shall be it sum equal to 91.18 per cent of
said face amount of said bonds and the interest accrued on said bonds to the
date of payment of the purchase price. If the bankers make the initial public
offering at a retail selling price in excess of 95. per cent and accrued interest,
the purchase price shall lie increased by one-half of such exces..
Second. Said purchase price shall be paid in New York funds upon such date

within 15 days from the date of the final approval of this agreement and said
fiscal agency agreement in accordance with Law 102 of 1922, as the Republic
shall specify on five days' notice to the bankers, against simultaneous delivery
of temporary bond or bonds for said face aniount. Such payment and delivery
shall be made at the office of llallgarten & Co. in the city of New York, immedi-
ately after the final approval of said agreements. The Republic will instruct
the Minister of the Republic of Colombia to the United States of America (or
in his absence the Charg6 d'affaires) to execute on behalf of tile Republic a
temporary bond or honds representing the said $25.009,00J face amount of
bonds and to deliver the same to the fiscal agents; and the Comptrollvr Gen-
eral of tile Republic will authorize tile ,n. ul General ,f the Republic. or the
acting consul. in N-w York to countersigil sal hiontl or bonds prior to such
delivery; and the Republic will also autlorize sald fiscal agents to cause such
bond or bonds to be delivered to the bankers against payment of su,:h purchase
price to the fiscal agents for the account of the Republic. Su0h payment by
the bankers to the fiscal agents shall be made after first deducting therefrom
the sum of $40,000 to be retained by the bankers on account of expenses, In-
eluding the cost of printing, engraving, execution and authentication of tem-
porary and definitive bonds and Interim receipts, and the expenses of listing
the bonds on the New York Stock Exchange and other exchanges.

The Republie may request the fiscal agents to leave all or part of the pur-
chase price on deposit with the bankers for the account of the Republic. and
the bankers agree to pay the Republic Interes-t on any such deposit at the rate
of 3 per cent per ennum., provided. however, that such deposit shall not lie
withdrawn by the Rppubli itn whole or ili part on less than 10 days' notice.
The Republic declares that the proceeds of the bonds will be withdrawn by it
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in accordance with the provisions of Law 10'2 of 1922, and especially article 8
-thereof, but without responsibility on the fiscal agents or the bankers with
respect to fulfillment of said provisions. The Republic autilorizes the fiscal
.agents and the bankers to act In accordance with any instructions from the
Minister or charge d'affaires of the Republic at Washington, D. C., with respect
to withdrawal of such proceeds.

Third. The Republic agrees that it will not issue or offer for sale any external
loan or obligation simultaneously with this agreement or until four months
after the date of delivery of the temporary bonds, except with the written
consent of the bankers.

Fourth. The Republic will immediately furnish to the bankers an official
statement and information with reference to the Republic and its finances, as
may be requested by the bankers and customary to facilitate the sale of the
bonds. The Republic will also furnish the data and execute the documents
necessary for the purpose of listing the bonds on the New York Stock Exchange
and other exchanges.

Fifth. The obligation of the bankers to purchase the bonds is subject to the
legality of the issue, and of the agreements and the bonds being established
to the satisfaction of their counsel, for which purpose the Republic will take all
necessary legal steps and furnish the necessary data; and is also subject to
there not having occurred at or before the time of delivery of the temporary
bonds any political, financial, or economic event of a character which, in the
judgment of the bankers, would make the sale of tile bonds to the public
Inipractical or inorpportune, or unfavorable to the excellent credit of the Re.
public abroad.

Sixth. The bankers shall be under no obligation or duty to the bondholders
in respect to the application by the Republic of the proIccds of the bonds pur
chased hereunder.

Seventh. All notices and other communications to le given under this agree.
meant shall be 'considered sufficiently given If given in the manner provided in the
fiscal agency agreement.

Eighth. Whenever the Republic shall desire to issue additional bonds of those
authorized by said Law 102 Of 1922, up 1o a total, Including this Issue, of
$60,000,000 face amount or equivalent, it will enter into violations with the
bankers for the sale of such bonds to them before entering into negotiations for
the sale thereof to other parties. In case tile Republic obtains any bona fide
offer for any such additional bonds on equal or better ternis, and expressed in
writing, the Republic shall give the bankers an option on said ternis for 15
days, and In case the bankers fail to accept such terms within said 15 days, the
Republic shall be at liberty to dispose of the bonds elsewhere. Should the
bankers purchase such additional bonds, the same shall be executed, authen.
ticated and delivered in the same manner as in the case of the $25,000,000 of
bonds subject to this agreement. The face amount of any additional issue or
Issues to be made by the Republic up to said total of $60,000,0V0 shall be at
least $5,000,000 in each Issue.

Ninth. Any deposit by the Republic with the bankers hereunder may be treated
as a general deposit and divided by the bankers among themselves in such
proportions as they desire, and each of the bankers shall be answerable to the
Republic only for the amount of the deposit with them, plus the stipulated
interest thereon.

Tenth. As soon as this agreement shall have been'finally approved, In accord-
ance with said Law 102 of 1922, It will be raised to the form of a notarial
instrument an( recorded with the necessary l9gal formalitiem at the expense
of the Republic. All stamp or stamped paper and other Colombian taxes on thli
agreement and the fiscal agency agreement or with respect to the bonds shall
be paid by the Republic.

Eleventh. The bankers renounce commencing any diplomatic claim with ref.
erence to the obligations and rights arising from this contract except In case
of denial of Justice and agree that there shall not exist any such denial, in
conformity of article 42 of Law 110 of 1912 relating to the fiscal code of the
Republic, provided that they are granted the remedies and rights of action
which, in conformity with the Colombian laws may be used before the Judicial
Power.

Twelfth. This agreement requires for its validity the favorable report of the
Council of State, of the National Board of Loans, and the approval of the
executive power, after favorable opinion by the council of ministers and after
publication 15 days previously in the Diarlo Official.
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Thirteenth. This agreement shall Inure to the benefit of and be binding upon
the Republic on the one hand and Hallgarten & Co. and Kissel, Kinnicutt & Co.,
and their respective successors in business on the other hand, in witness
whereof it is signed in Bogota, in three counterparts of the same tenor, the 30th
of June, 1927.

MANUEL A. ALVAR.tO.
PEDRO S. CAHRENO.

FISCAL AGENCY O0NTR AC

The undersigned, Manuel A. Alvarado, secretary of the department of finance
and public credit, duly authorized by the Most Excellent President of the Re-
public, Dr. Miguel Abadia Mandez, and by the minister of finance and public
credit, Dr. Esteban Jaramillo, in the name of the Republic of Colombia, of the
one part, hereinafter called "the Republic," and Ilallgarten & Co. and Kissell,
Kinnicutt & Co., partnerships domiciled in the city of New York, United States
of America, represented in this act by their special attorney in fact, Dr. Pedro
M. Carreno, hereinafte called "the fiscal agents," of the other part, in con-
sideration of the mutual promises contained in this instrument have agreed
as follows:

CHAPTER 1. Authorization and purpose of bond issue.
ARTICLE 1. The Republic makes the following declarations:
(a) That by Law 102 of 1922 duly enacted on December 14, 1922, the executive

power is validly authorized to contract a loan or loans, and for that purpose
to issue bonds of the Republic of the aggregate face amount of up to $100,-
000,000 in gold coin of the United States of America, or £20,000,000 English
pounds sterling upon the terms and conditions and secured as in this agreement
set forth, and sell such bonds upon such terms and conditions not Inconsistent
with said Law as the executive power deems convenient.

(b) This agreement requires the favorable report of the council of state,
of th,, national board of loans, and also the approval of the executive power
after favorable opinion by the council of ministers, after publication 15 days
previously in the diarlo official all as provided in said law. After said formali-
ties have been duly fulfilled, this agreement will be the valid obligation'of
the Republic in accordance with its terms; and the bonds (and the coupons
thereto attached), when Issued undr this agreement, will be the valid obliga-
tions of the Republic according to their respective terms.

(C) The Republic will use the proceeds of the bonds, in accordance with said
law 102 for purposes speclfie'd in chapter 3 hereof. The fiscal agents shall
be under no duty or obligation in respect of the application of such pro('esds.

CII.PTI 2. THE ROUNDS

AURICLE 1. The bonds covered by this agreement shall be known as "Republic
of Colombia 0 per cent external sinking fund gold bonds"; shall be dated
July 1, 1927; shall mature January 1, 1901, and shall bear interest at the
rate of 6 per cent per annum, payable semiannually.

ART. 2. The aggregate principal amount of said bonds (hPreinafter called
the "bonds" shall not exceed $25,000,000 in gold coin of the United States
of America.

ART'. 3. All payments of interest and principal, including principal of bonds
called for the sinking fund, shall be made in gold coin of the United States of
America of or equal to the standard of weight and fineness existing on July 1.
1927. Such payments shall be made at the offices of the fiscal agents in the
United States of America.

ART. 4. PrInclpal, interest, and sinking fund shall be paid by the Republic,
in time of war as well as in time of peace, irrespective of the nationality
of the bondholder, or coupon holder, and whether or not the bondholder, or
coupon holder, is a citizen of a friendly or a hostile state, and without re-
quiring any declaration as to the citizenship or residence of such holder, or
as to the length of time such holder has been in possession of such bond or
coupon; and without deduction for any taxes or imports of whatsoever nature,
now or hereafter levied by the Republic or any department, municipality or
other subdivision thereof or therein, or by any Colombian national, depart.
mental, municipal, or other authority; the Republic agreeing to assume any
such taxes which may be imposed upon the bonds or the coupons thereto
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appertaining, or the owners thereof on account of such ownership. The
Republic agrees that all stamp or stamped paler and other taxes of the
Republic or any. subdivision thereof upon this agreement or the bonds or
the issue thereof shall be for its account.

ART. 5. All bonds not previously retired through operation of the sinking
fund shall be due and payable on January 1, I6.

A T. 0. The definitive bonds shall be of the face amounts of $1,000 and $500,
in such proportions as the fiscal agents may di-terminte.

Awr. 7. The definitive bonds shall be bearer coupon lionds. registerable as
to principal only, at such financial institution or instil utioln, as the, lisval ligt-ats
from time to time designate, at which tile Rtlpubli- shall cause to Ie main.
rasiwid books for the registration and transfer of the bonds.

A. S. Every bond shall be transferable by delivery, unless registered as
to principal in the naine of the owner upon the registration )ooks. After such
registration, no transfer shall be valid unless iaide on sald boks by the regis.
tered owner, or by attorney duly authorized i: writing, anti noted on the
bond. But any bIond may be discharged from registration by being in like
manner transferred to bearer, and thereupon shall. become transferable by
delivery; and slicll bond nay again, front time to" tie, lie registered or trans-
ferred to bearer its before. Such registration slvill not affect the negotiability
of tile Coupons, 'Ind every coulon shall always coallne to be transferah. I y
delivery, and siall renjailn iiall e to la rer, and payment thereof to bearer
shall fully discharge th iepuldilc and the lis .al agents in respect of the
interest therein mentioned, whether the l;onds t.i which such coupons apper-
tain be registered or not.

ART. 9. As to every bond registered its to principal, the ler.son in whose
nane the same is registered shall for all iurposes, except the payinent of
interest represented by the coupons, be dened the owner thereof, and pay.
ment of or on account of the princial shall be imath' olnly to or upon the order
of such registered holder.

ART. 10. The Iepublic. the fiscal agents, the registrar and authenticating
agent may treat the bearer of any bond nit reg.istered, and the bearer of any
coupon fr interest oil any lnd. whether sucli blond Iev registered or not, as
tile absolute owner of such bon1d or of such coullin for Ite purpi.-e of receiving
payment thereof and for all other purpose., any notice to the contrary not-
withstanding. The expenses of registration of lionols shall le paid by the
Republic.

Airr. 11. In case any biotd or coupon shall bf(- ailltilated, destroyed, lost or
stolen, the Republic shall Issue, and the fiscal agents shall cause to be authenti-
cated and delivered, it new bond or Couliz of like tenor and denomination,
in exchange and substitution for miid illoll surrender , ind cancellation of such
mutilated hond with its coupons, if any), or coupon, or in Ilbu kf and su
stitullon for tLe bond (with its coupons, if any) or coullons, so destroyed, lost
or stolen. The applicant for such substituted bond or coupon shall furnish
evidence of the destruction, loss, or theft of the bond (with its coupons, if
any) or coupon, so destroyed, lost, or stolen, and indemnity. The evidence and
the Indemnity shall be satisfactory to the fiscal agents. The applicant for the
substituted bond shall pay the cost of preparation and issue of such substituted
bond.

AnT. 12. The text of the hinds and coupons shall le in English in form satis-
factory to the fiscal agents and in conformity with the requirements of the
New York Stock Exchange. If tile fiscal agents so request the bonds shall
contain a provision whereby the Republic certifies ani declares that all acts,
conditions, and things required to be done and performed and to have hap-
pened precedent to an1 it the creation and issue of the bonds, have been done
and performed and have happened in (111 and strict v'ompliante With tile con-
stitution and laws of the Republic.

ART. 13. Pending the engraving anti execution of definitivee bonds, tte Ile-
public shall execute and deliver to the fiscal agents for authentication one or
more temporary printed bonds, in suelt denominations as the fiscal agents ittay
request an(d substantially of the tenor of the bonds herein dscribed, hut with-
out coupons or with not nmore than one coupon, ind with such provisions as
the fls,-al agents may approve. Subject to such regulations as the fiscal agents
may prescribe, temporary bonds shall he exchangeable without cost to the
holder, for the same aggregate amount of definitive bonds. The Republic will
Oause definitive bonds to be prepared, executed, and delivered to the fiscal
agents as promptly as possible for the purpose, of making such exchanges.
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Ti fiscal "agents shall hal-(- charge, on behalf of the Republic. of all matters
in regard to the preparation of the temporary and definitive bonds.

Ar. 14. The bonds shall be signed In New York City by the minister of the
Rei ubli. to ihe United States of America, or in his absence by the charg(.
d'afflires; and shall be countersigned by the consul general of the Republic
in New York, or other representative duly authorized by the comptroller gen-
eral. In addition to such signature and countersignature, the definitive bonds
tay ear the written or facsimile signature of the minister of finance and
public credit of the Republic, and of the comptroller general of the Republic,
al(l shall hear the seal of the Republic or a facsimile thereof. The coupons
on the definitive bonds 4hal likewise bear such facsimile signature of the ain-
ister of finance and pullie credit and of the comptroller general. The coupons,
If ary, on the temporary hands sitall bear the facsimile signature of the per-
son who signs such temporary bonds.

ART. 15. The bonds shall be authenticated by the fiscal agents, or some
financial Institution selected by them. Such authentication shall be conclusive
evidence. and tile otily evidence, that the bonds so authenticated have been
duly issued hereunder. All expenses of authentication shall be paid by the
Republic.

ART. 16. At the request of the fiscal agents, the Republic will make appli-
cation for the listing (of the bonds on the New York Stock Exchange and any
othir c'vxchrnges, aird shall pay the expenses thereof.

CHAPTER 3-SECURITY

ARTICLE 1. The bonds, ntd the coupons thereto attached, shall constitute tile
direct obligations of the Republic, which hereby pledges its full faith and credit
for the due and punctual payment of prinrcipal. Interest, and sinking fund, and
for due performance by the Republic of all of Its obligations set forth herein
and in the bonds and coupons.

ART. 2. The Republic represents that the proceeds of the bonds are to be
used for the following purposes in accordance with said law 102 of 1922; for
the payment and cancellation of the banking loan of not exceeding $10,000,000
made by contract of December 23, 1926, between the Republic and Hallgarten
& Co. anid Kissel, Kinnicutt & Co.; completion of the Ferrocarril Central del
Norte; completion of the Ferrocarril del Pacifico; continuation of the Ferro-
carril Troncal de Occidente; for the Improvement of the Magdelena River
and hiocas de Ceniza and ports. The Republic agrees that If, while any of
the botds of the present loan are outstanding, it shall secure any obligt.ons,
existing or future, whether under law 102 of 1922 or any other authorization
existing or future, by a lien or charge upon any of the railroads, river or port
works, or any part ther(4 Of, or upon any Income or revenues derived therefrom.
or any taxes or charges imposed with respect thereto, or upon any national
income or revenues, then in every such case the bonds of this loan shall be
secured in like form and equally and ratably with such obligations; ard the
Republic hereby agrees that it will take such action as may be requisite to
give effect hereto.

AnT. 3. If for any reasons the obligations oif the Republic under this agree-
ment, or under the honds or coupons, are not complied with the Republic con-
sents and agrees that upon demand of the holders of a majority in principal
amount of the outstanding bonds it will immediately pay the entire principal
there' and accrued interest. Any such demand may be transmitted to tire
Republic through the fiscal agents. The holders of a majority in principal
amount of the outstanding bonds may rescind any such demand, without
prejudice, however, to again taking such action.

CHAPTER 4--SERVI('E OF THE BONDS

ARTICLE 1. The amount required for the semiannual service of the bonds to be
issued hereunder, exclusive of the amounts payable by the Republic to the
fiscal agents for their compensation, shall consist in each case of uniform amount
of $875,000, comprising: (a) the semiannual sinking fund installment, consisting
of $125,000 (being one-half of I per cent of the total face amount of bonds
authenticated) plus an amount equal to six months' interest on all bonds
redeemed or otherwise retired through the operation of the sinking fund prior
to the next succeeding semiannual interest date; and
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(b) The semiannual interest installment, consisting of an amount equal #0
six months' interest on all bonds redeemed or otherwise retired prior to the
next succeeding semiannual interest date.

The semiannual sinking fund installments are calculated to retire the entire
issue of the bonds not later than maturity.

ART. 2. The Republic shall place in the hands of the fiscal agents in New
York at least 30 days prior to each semiannual interest payment date of the
bonds, the entire amount required for the next semiannual service of the
bonds, including the compensation of the fiscal agents. All payments shall
be made to the fiscal agents, at their offices in New York City, in gold coin
of the United States of America. The amounts so deposited with the fiscal
agents for the service of the loan shall bear interest at 2 per cent per annum
during such 30 days.

At'. 3. The Republic will make monthly deposits in a special account in the
Bank of the Republic in Bogota for account of the service of the loan: each
such deposit shall be made on the first day of the month and shall be equivalent
to one-twelfth of the total amount of the annual service: except that the first
deposits will include also the amounts corresponding to the time elapsed since
the date of the bonds. In case of difficulties of the treasury or of diminution
of revenues, or for any other cause, the Republic will give preference tol pay-
ment of the service. 'I1e Republic undertakes to include in ll annual budgets
the amount of the annual service.

Anr. 4. In lieu of making all or any part of any sinking fund payment in
cash, the Republic may deliver to the fiscal agents for surrender to the sinking
fund, any bonds, with all unmatured coupons attached, purchased by the
Republic at prices not exceeding par (exclusive of accrued interest and coi.
mission) accompanied by certificates signed in the name of the Republic stat-
ing at what prices such bonds were so purchased, and such bonds shall be
accepted In lieu of cash in an amount equal to the purchase price (exclusive
of accrued interest and commissions), plus the amount of till! coupon due en
said next interest date.

Atr. 5. Except as hereinafter provided, upon the receipt (if each such samil-
annual sinking fund payment, the fiscal agents shall apply that part of the
same paid in cash to the redemption of bonds at their principal amount on
the next semiannual interest payment date: ProvdWd, h1,rier. That if such
moneys shall amount to less than $10,000, such sum may be carried forward
and added to the next sinking fund payment. Such redemption shall le ef.
fected in tile following manner: The particular bonds to be redeemed on each
oClsioll shall be determined by lot by drawings conducted by the fiscal agents
in New York at which a representative of the Republic may be present if the
Republic so requests. Drawings shall be heli not later than the twenty.
fifth day immediately preceding the next semiannual interest payment date.
Notice of such redemption shall be published at least twice in one or more
newspapers of general circulation In New York City. selected in each instance
by tile fiscal agents, and shall also be given and published in such manner, either
in New York or elsewhere, as tile fiscal agents may prescribe. The first public.
tion shall be made at least 20 days immediately preceding the next semiannual
interest payment date. Such notice shall state the numbers of the bonds to
be redeemed (unless all outstanding bonds are to be redeemed), tile date which
shall be the next semilannual interest payment date, and the plat es (in New
York City) which shall be designated by the fiscal agents for surrender and
payment. Upon such surrender, on or after such date, the fiscal agents shall
cause to be paid to the holder of each such bond so surrendered with all un-
matured coupons attached, the principal amount of such bond out of the funds
provided for that purpose by the Republic. Any bond thus called for redemp-
tion and not so surrendered shall cease to bear interest after said redemption
date, and all coupons for subsequent interest shall be void.

ARuT. 6. All bonds retired through the sinking fund, 1111d the coupons thereto
appertaining. shall be canceled and leI'tulo tp tit(, Rtulblic, atld I brnds
still be issuld lii litl th ereof.

ART. 7. The Republic. at its lptil i. nmay illcrlllse til nlollit of aniy stilli-
annual sinking fund payinint. Ill that event it -shall ltify tihe fiscal agents

.at least 60 days prior to the next succeeding Interest date, specifying the
amount by which such senliannual sinking fund panymellt is to be increased;
and shall pay the entire sinking fund paymneltts so increased at least 30 days
prior to such interest date.

ART. 8. Ally sinking fund moneys received by the fiscal agents may be applied
hy then prior to the twenty-fifth day breeding the nlext semiannual interest
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payment date to the purchase of boids for the account of the Republic at the
lowest prices obtainable in the Judgment of the fiscal agents, not exceeding
prince pil amount, exclusive of accrued interest and colinilss!ons. All bonds
so purchased shall be surrendered and credited to the sinking fund its herein-
before provided in article 4 of this chapter. Ally such cash remaining unex-
pended In the hands of the fiscal agents on the twenty-fifth day preceding ile
next setianitual interest payment date shall be till)lled to the redemption of
bonds for the, siuk'ng fuid as above provided.

ART. 9. Nothing in this agreement contained shall impose any obligation on
the fiscal agents to redeem or buy any bonds or to make any payments of
principal or interest or otherwise with respect to tile bonds or the interest
coupoins, except out of funds prev!ously received from the Iepublic for Such
purpose.

ART. 10. The bonds shall not be redeemable except through the sling fund.
ART. 11. In the event that any bonds or coupons are not presented for pay-

ment within 20 years after the respective maturity dates stated in the bonds
and coupons, the fiscal agents may return to the Republic any moneys held
by them for the payment of such bonds and coupons; and thereafter the
holders of such bonds or coupons shall ihave no right to any claim again.,t the
fiscal agents in resplet of such payment or nioneys.

CiIAPTER 5. TilE FISCAL AGENTS

ARTICi.E 1. The Republic hereby appoints Ililgarten & Cit. ittid Kissel, Kiml-
cutt & Co. and their respective successors in bus nes., the fiscal agents of the
flepibl-c for all purlllses relating to tile lionlds lnd tile sevi of tile loail
represelited thereby: and said firms hereby accelit such fiscal agency, subject
to the provisitis (of this agl'eement. 'Such alloitnient shill continue while
any of the lWoids rllllin outstanding, unless soolne terminated as hereinafter
provided.

ART. 2. The fiscal aigeints may nake such arraingeients bt'tween themselves
as they may detin appropr;ate for tlie interciange of funds ind for the drawing

by one fiscal agent giiiist funils. of the Republilc held by the other fiscal
agent and in general for faicit ilng the l:,yilellt of lioiid and coiptins
which may be presented to any of theni. Tie Iii-pullic gives the right to the
fiscal iigents to appoint silfiscal agents lit the United States of America or
elsewhere; su(.h appolntllmitn s to be with tit(, approval of the Republic.

ART. 3. The Itelublic hereby consents tiit the fi-scal agents may reir(,.-lit
the holders of tile N 111s ill all natters, hut this llrovision sliall not limihiose
any trust or duty il favor of the bondliolders ulpon tile f cial agents fr eiter
of thein.

ART. 4. 'Trie fisCal agents shall not bie under any duly to tile bondholdel's tot
make any request of tile Republic, or to take aly action, with respiec4t to the
obligations (Jr covenalts of the Repulllc uider this agrelnient unless requested
In wr~tiiig by tile holders of it least 25 per cent Il i'ricipal anliount of the
outstanding bonds and furnished with :nidelinity satisfactory to the fiscal agents
and uliless advised by counsel satisfactory to the fiscal agents that such request
or action inia) lie properly niade or taken.

ART. 5. As conilensation for their services hereulder tI(, fiscal agents shilll
receive frol hle Republic one-quarter of 1 per cent of till amounts iiid oil
account of interest on bonds, andl one-quarter of 1 per cent oil the face amount
of all bonds redeemed for the sliking fund or otherwise retired or plid. Such
compensation shall be paid concurrently with the Installments of service with.
resl ect to which It is due. Tile Republic will also pay the cost of advertise-
melits and other Incidental expenses of the fiscal agents in connection with the
service of the bonds, but It is understood that the amount of such expenses
and the fees for registration of bonds which the Republic is to pay can not
exceed $2,250 per annumn.

ART. 6. If the fiscal agents pay for tile account of the Itepublic any expenses
or amounts payable by the Republic with respect to the bonds, such payments
shall be reimbursed by the Republic to tile fisctal agents, with interest at 6 per
cent per annum, upon the rendering of an account by mail or cable fit reason-
able detail to the Republic. Any such account shall be considered accepted by
the Republic unless objection thereto be made by the Republic in writing or hly
cable and received by the fiscal agents with 90 days from the mailing, or
30 days from the cabling of the account in question.

Asp. 7. The Republic may pay any service moneys payable to the fiscal agents
in pursuance of this agreement, to the fiscal agents Jointly, or to either of
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them. The fiscal agents will arrange between themselves is ti the proporties
in which such money.s or other sums shall bie held on deposit by them i -
tively for the account of the Republic. Neither of the final agents shall be
responsible to the Republic or to the batudhlders for tiny sums paid t
deposited with. or held by the other, or any third partles. noar for the act or
omission of the other or oft any third parties.

AsT. 8. The Republic shall at all times indemnify and protect each of the
fiscal agents nnd tie sulafiscal agents. as well its any Institutcn appistinted by
the fiscal agents as registrar and/or authenticating agent for the bondsi, azahiA
all claims, demands. and actions which may be institute In behalf of any brol-
holders, or coulosnholdek--. whether in respect of moneys at any time In the
hands of the fiscal agents or otherwise, subject only to the respoM.-ibiliFr
expressed in this ehapti-r.

ART. 9. Each of the fical agents and suhfiscal agents andI the b,,nd rstgLrar
and authentlcating aa.ent shall be answerable to the Republic or to the tad-
holders only for Its .wn failure to exercise gootd faith or for gross n'gi e.

ART. 10. The flenl aents. or either of then, nity consult counsel In r(=fei
to their duties under ti. agreement, and shall lie fully proteeteof li re'.ing
and acting upn the :lviv, of 4.,unmel of recognized standing selectel by thm
or tiny of them.

AR?. 11. NeIther ,.f the fiscal -a-ets shall incur tiny responsibility in -ig

In reliance upn tany authentic instructions ar ilvic. received icy cable or
otherwise, as purporting to come from the minister of finatince and lubol' ctredh
of the Republic or from the minister or ehirg6 tl'affares or con-ml general e4
tie Republic in the Uniteil States of America.

ART. 12. Either of the ti.cal agents nay at tny time resign frecta the a-Z-: .
by giving notice of such Intentlin to the Republic, specifying the ilate IM u~ l.
such resiguatlon shall become effective: proviii( that such notl'e shall M#4
be les than -39 dayQ. unle-s the Republic agrees to tiweccit le-'s 11,tire. tpoa
the resignation or failure' to act from any cause of either of the fi.t-at agent.
the remaining fi-al agent shall act as sie Ilscal agent. ttwl mtay exertise al
powers of both fis al ;tgont,-. Upon te iesignation, (or failure to act from any
cause. of both eaf the. fistcal agents. tie fiscal tgency shall devove u*,n r!*
registrar, if any. If at any time there shlull hi- no fiscal agent in office, the

Republic shall pr,,vide :it ,-tist one lis.al agent in tle city of N,,w Y,'e to
attend to the services of the loan.

ART. 13. The fis-4c al :oaents. the subtiscal agents, the bond regi-trar. nn thE
authenticating aient sl:ill not Incur any liability wlatitstevcr too the Rept hi
for to the Itndhluadlers for to anyone else, iii acting in rellittive uitia any F-4bd.
couple or other instrument whi-i appears to thi-iil to i genuiltie.

Air. 14. All moneys received bcy either of the fiscal agents for tht- -.--r e
of the loan tay bt lheld Util 11t1ii oUt in tlccordltince with the terms -f ds
agreement, a- a' geileral :iwl ctirretit deposit, atl t lie tlscal agents :u .-,. t*
piy interest theren as stilti'ltted in clitapter 4. Interest net-d norlt Ile I! ly

the fiscal agent-z Il inliey.z lt(l f-r piaynolt (if Itntlsd or voupion-; sitie ! .s! no4
presented for linyineut.

ArT. 15. The fii-:l :m-elts tnay iurchise rt" otherwise oit,: lit any ,he
b bonds. with the s:itne ricit as itaoulch not acting as sah.

CNIAVTFI Oc.-MS( ILANEOUB PROVISIONS

ARltI.E 1. .%tay stit:,ae. re-quest, (or ilist ructiltn 4,r crclet ft the lt .
money or the delivery of securities which may be required to *' given by CqW
party to tile other. shall be deenied sufficient unless herein otherwise 'x:,r*-iF
provided, if given in' writing as follows:

(1i) If from tal, fi-eati tgtlits to tite lepuiblic, over the siurriture cst *-'hA
of tile fi.-Wal ftltentts ly any member of the firnm Iit! if any of i ti..'-f- = -

ice a ciriecaratin tien Ilt tile ilresitlent or a vic president thtereoNf, delivered
tit the consulate uenerral oif tie Republic ili New Yitrk ('ity, cor hy c-ab!e ;,0i['-sed
to the ministi-r . lila-t:e and publi- credit of tlilt [clctblhle, prfa'i,(,,,l thal a
copy of suah i.a!ie is delivered on the day it is sett 0li' ott the followinW 1,4-
ness day to said consulate general.

(b) If from the Republic to the fiscal agents, then by delivery at the o
of either of the fiscal agents in the city of New York, or by cable addre l to
either of the fisal, agents at its office In the city of New York by the nistif
of finance and public credit of the Republic and confirmed In writing deliveredl
to the fiscal agents by said consulate general of the Republic.
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A"t. 2. In compliance with any reasonable request made by the fiscal agents

atuay time, the Republic will furnish them with all information In regard to
its ijevenues, expenses, financial affairs and general condition.

Azt. 3. The rights and obligations under this Agreement shall inure to tile
beeeflt of and be binding on the Republic on the one hand, and on the other
haW Hallgarten & Co., aind Kissel, Kinnicutt & Co. and their respective succes-
wrs In business, as fiscal agents, as well us their respective successors as fiscal
#gMts.

Aar. 4. As soon as this agreement shall have been finally approved, in accord-
ince with said Law 102 of 19212, it will be raised to the form of it notarial
imnsument and recordetl with the necessary legal formalities, ait the expense
at the Republic.

ART. 5. The fiscal agents renounce commencing any diplomatic claim withreference to the obligations and rights arising from this agreement except in
e of denial of Justice, and agree that there shall not exist such denial, in

anformity with article 42 of Law 110 of 1912 relating to the fiscal code of the
Republic, providing that there are granted the remedies and rights of fiction
which. in conformity with Colombhin laws, may lie used before the Judicial
power.

In witness whereof, there are signed three counterparts of the same tenor. it,
the city of Bogota. Republic of Colombia, on lunee 30, 1927.

MANUEt. A. ALVAIsXo.
I'PDRO M. ('ARMu.o.

COUNCIl. OF MINISTEHS

IMOOOTA, Jail, 29, 1027.
In a meeting tomlay the honorable council issued fiivorable report concerning

the preceding contract.
GABRiPilE. AliDIA .UMf:DZ

sccrctary.
EXECUTIVE 11OWER

lloaio.\, July 29, 127.
&pprovedI. MIouEL ABADIA 3,IfnlZZ.

ESTIBAN JAHA MILLO.
.Mini8ter of I,'iatce inil Public Credit.

Agreement additional to the bond 1111l'chillse and fiscal algellcy coltracts 111:1dt.
by the National Governinent with llaillgiarlen fill] 'o., ald Kissel, Killnliui &
Co. of New York.

The undersignled to wit: Esteban Ja1raulillo, in hlis capacity as minister of
finance flind lllilic credit, duly aithorized by the Most Excelh'nt lPresldit of
the Republic. I)r. Miguel Aliadfa .M11lez, of tihe 0ine part, called - the ihliub-
1k", and (if the other part, called " tle fiscal lgeiits ". illilgalrci & 'o., 1ill11
Kis;eL Kinnicutt & Co., partnershilps with principal ollhe 111141 donIhile In the
diy of New York. United States of Anierica, ilrtel-nteil In tils llt by l)r.
Pedro 31. Carreilo. thereillito duly :1111 orized, 1llld who ilso relireselts them inl
their character as hankers. according to tle ('orreslpoldillg contract, whereas"

First. The honorlle council (if slilte Iiii'1ovoell o,, the' 14tI of tlhe lirrellt
month, tile bond purchase and fiscal agency tlailis ltl1le betweoil the sllile
parties on June 34) last, with tile following ldhldionsl:

(at In arthh, i-2 of cllapter 3 of the fiscal fillit'y ('4litr'iicf, filler (ih' wor'ids
reading ' Ilocas d Coniza aid 'orls," ad : "The (weiowilililit. ill ic'ord witil
tle Nationil Board of Loans. inily alter such list-, hitt aliwaiys subject o tile
Provisions (of Law 102 of 192."

lh AI the e1iltl of till same article 2 of chapter 3. ilh4: " Vith oi \seriallle of
what Is provided in the last part of irticle t; of Law 102 of 1,i.,

tv) To article 5 of chapter 6 of the fiscal agency contraiilt, aidd: "All sule-
lessors in tie fiscal gellcy vill nlie till' sa1iil declairltion ii, tlat olitainedi
ti thlis article."

Second. The Coullcil of State approved ol the 1tih histat, tle following
forniula to replace divisions (b) of the resolution of tlit hloly of the 14th
Instant:

(bl The last part of article 2 of chapter 3 of the fiscal aluely contract will
be as follows:

"Whereas, first-article 5 of Law 102 of 1922 authorizes the granting (if
specific security ti favor of tile loans which ire auitlorizcd by said hw:
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second-article 6 of Law 102 of 1922 and the paragraph thereof indicates the
manner in which is to be made the srvice of the loans contracted by virtue
of said law, and authorize the Government to assign other resources to said
service; third-no specific guaranty has been assigned to the bonds of the
loan which is the subject of this contract; fourth-if hereafter security is given
in favor of other loans tile bonds subject of this contract would remain in an
inferior position, which would be inconsistent w;th fundamental principles of
equity; for the foregoing reasons, the Republic agrees that if, while any of
the bonds of the present loan are outstanding, it shall secure any obligations,
existing or future, whether under Law 102 of 1922 or any other authorization
existing or future, by a lien or charge upon any of tile railroads, river works
or ports, or any part thereof, or upon any income or revenues derived there.
from, or any taxes or charges imposed with respect thereto, or upon any
national Income or revenues, then li every such ease the bonds of this loan
shall be secured in like form and equally and ratably with such oblgations;
and to that effect the Republic agrees that the bonds which are the subject of
this contract shall enjoy tie same security as may be granted in the future to
any bond or loan."

Third. On the same date, the 14th of July, the National Bloard of Lmans
approved said contracts with the following addition: In article 2 of chapter 3
of the fiscal agency contract, and after "Pocas do Ceniza and Ports:" In.
eluding the maritime terminal of Barranquilla."

Fourth. In to-day's meeting the National Board of Loan.s approved the mod-
ification made by the honorable Council of State in the list part of article 2
of chapter 3 of the fiscal agency contract as above expr.'ssed.

By virtue thereof, the parties hereby declare that they accept in tile name
of the entities which they represent, the additions above prescribed to the
effect that they may be Incorporated in the contracts to which they respectively
relate.

This agreement completely takes the place of the additional agreement made
by the same parties the 14th instant and published in the Miario M11cil of the
same date.

In witness whereof, they sign the present instrument on Jiuly 19, 1927, in
the city of Bogota. E's.\n.A N .1AJA I MLJLO,

I'JEimo M. I 'AIaIfr:N4).

(OI'N( IM OF MINISfS

lio,;o';'.\, .JuI!i 29, 1927.

in meeting to-day the honor:ible council issued a favorable report regard ng
the above-additloiial agreement.

GAnRi. AIJAIA MftNDEZ,
SecretaryP, Exceutive Poii'r.

lhn.or.%, 1Ju1 29, 1927.
Approved. MSIUEL ABADWA M5NDEZ.

ESTEBAN .JARAMILLO,
The Minister of Finance and Public Credit.

Agreement additional to the bond purchase ald fiscal agency contracts made
by the National Government with IIlllgarten & ('o. illd Kissel, Kinnicutt & Co.
of New York.

The undersigned to wit: Estaban Jaramillo, in his capacity ap minister of
finance and tiublic credit, duly authorized by the Most Excellenjt i-reiudent of
the Iepublic, Dr. Miguel Abadia M3udez, of the one part, called "41,e Itepub-
lie," and of the other part called "tile fiscal agents," Ilallgarten & Co. and
Kissel, Kmiiult & Co., partnerships with principal olhice and domicile in the
city of New York, United States of America, represented in this act by Dr.
Pedro M. Carrefio, thereunto duly authorizAl, almid who likewise represents them
in their cupae;ty ts bhmkers-with reference to the contract for the purchase
of bonds in the amount of $25,000,000, signed June 30 last, have agreed to
substitute in clause 3 of said contract, in lieu of tile words: "of the delivery
of the temporary bonds," the following words: "of completion of the public
offering of the bonds."

In witness whereof they sign this instrument on July 19, 1927, in the city of
Bogota.

ESTABAN JAIIAMILLO,
PEDRO M. CAIRERO.
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COUNCIL OF MIINISTESS

BOGOTA, JulY 29, 1927.
in meelir:g Io-day, the honorable council Issued a favorable report with ref-

erence to tihe above additional agreement.
GABRM, ABADIA MWNDEZ, Secretary.

NIDOUT1VE POWER
BOGOTA, July 29, 1927.

Approved.
MIGUEL Am:AnfA MWNDWI.
ESTEBAN JARAMILW,

Minister of Finance and Public Credit.
At this point the appearing parties state that in writing the fiscal agency

cntract on stamped paper, there occurred unwittingly two errors, which subse-
quently nppmared in t(, l)iarlo Oficial, and which are the following:

First. In division (b) of mrticle 1 before the word " redeemed " there was
left out tihe word " not." Consequently this word is to be considered as added
at the poimit nt-ntihned and thus correction of the first error Is declared made.

Secom(. Id. l lele 8 of chapter 5 It was said: "Any substitution undertaken
by the fiscal agents as registrar * * * ." It should have read: "Any In-
etitution appointed by the fiscal agents as registrar." Thus the correction
sf i, second error is declared. There are annexed to the protocol copies of
the Diarios Oficiales No. 20542 of the 14th of the current month of July, and
No. 20549 of the same month, and the original contract and additional agree-
ments with the corresponding approvals of the council of ministers and of the
executive power. Likewise there are annexed to the protocol for reproduction
In the copies of the present deed, the approval of the Council of State and of
the National Board of Loans, which read as follaws:

LCoPy. l

COUNCIL OF STATE--FULI, MEMTINO

(Presiding councillor: l)r. Vargas Torres)

BeOGOTA, 11111/ .14, 1927.
Apart from these observattions, the (otmteil considers that the contract iN in

accordance with the corresponding legal a tlhorlzathons, and therefore resolves:
The Council of State approves the contract made between the Republic of
Colombia and Haligarten & Co. and Kissel. Kinnicutt & Co. with the modi-
fications expressed below:

(a) In article 2 of chapter 3 (of tile fiscal agency etntract, after where, it
says "Bocas de Ceniza and Ports." add: "The Government, in accord with the
National Board of Loans. may alter such use but always subject to the pro-
visions of Law 102 of 1922."

(b) At the ent of the same article 2 of chapter 3, add: " With observance
of what is provided in the last part of article 0 of Law 102 of 1922."

(o) To article 5 of chapter 6 of the fical agency contract, add : "All succes-
sars In the fiscal agency will make the same declaration as that contained in
this article."

Be It copied and communicated.
Jost ,IOAQUIN C.ASAs.
.1ost: VAIIOAs Toans.
NiCAsfo ANZOLA.
IBAM6N CORRiL.
ARCADIO CIIARRY.
JosA. A. VALVERDO, R.
CONSTANTINO BARCO.
ANCEL MA. BUfTBAOo, M. 9('Cy. Vp.

A true copy.
A. M. VACA,

Sceetary of the Ministry of Finavoe and Publio Ored4t.
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'OUNCIL OF STA'IE- FULI. . FIKET''ING

BOGOTA, July 18, 1927.
Presiding councillor, Dr. Nicasfo Anzola. Before the council assembled in

full meeting on this (late, the Minister of Finance and Public Credit appeared
with the purpose of asking reconsideration of division (b) of the resolution
of opinion taken by the Council of State on the 14th instant, with respect to
the national loan made with Hailgarten & Co. and Kissel, Kinnicutt & Co. The
minister explained .the necessity which existed of modifying stid division, be-
cause the addition proposed by the council to article 2 of clnpter 3 of the
fiscal agency contract was not accepted by the bankers. and they declared
that in such form it was absolutely Impossible to sell the bonds of the loan.
After detailed consideration of the matter, the council approved the following
formula, to replace said division (b) of said resolution: "M b) The last part of
article 2 of chapter 3 of tlb fiscal agency contract will be as follows:
'Whereas: First, article 5 of Law 102 of 1922 authorizes the granting of spe.
eific security in favor of the loans which are authorized by said law; second,
article 6 of Law 10'2 of 1922 an the paragraph thereof Indicate the ma:Inner
in which is to be made the service of the loans contracted by virtue of said
law, and authorize the Government to assign other resources to said service;
third, no specific guaranty hits been assigned to the bonds of the loan which
is the subject of this contract; fourth, If hereafter security is given In favor
of other loans the bonds subject of this contract would remain in all inferior
position, which would be Inconsistent with fundamental principles of equity;
for the foregoing reasons, the Republic agrees that if, while any of the bonds
of the present loan are outstanding, it shall secure any obligations, existing
or future, whether under Law 102 of 1922 or any other authorization existing
or future, by a lien or charge upon any of the railroads, river works or ports,
or any part thereof, or upon any income or revenues derived therefrom, or
any taxes or charges imposed with respect thereto. or or upon any national
income or revenues, then in every such case the bonds of this loan shlla be
secured in like form and equally and ratably with such olig"atill;1 and to
that effect the Republic agrees that the bonls tvla.h are the subject of this
contract shall enjoy tile smiie security aIs may b, granite inll the future to any
bond or loan.'"

As the resolution above expresSeol is not in harmony with what is stated
in) Division VIII of the preabille of the opinion of .huly 14, the council re.
Jectel said Division VIII and ordered that It be replaced by a statement
Justif.ving what lios been resolved, iii ac ordtance with the ideas expressed
in the meeting. Therefore said Division VIII will be as follows: " VIII. In
article 2 of chapter 3 of the fiscal agency contract there is naide the follow.
Ing declaration : 'Tile Republic agrees that If, while any of the bonds of the
present loan shall be outstanding, it shall secure any ibligations existing or
future, whether under Law 102 of 1922 or any other authorization, by lien
or charge upon any of the railroads or river works or ports, or upon any part
thereof, or upon any incone or revenues of said railroads or works, or upon
any taxes or charges with respect thereto, or llon any natioll inconle or
revenues, it every such case lip bonds of ti, po't,'nt i'an slhmill te secured
in like form and ratably with such obligations.'

As above stated, tlhe council tits adopted. to re ll tt die.-la rat|iam, tile
formula which Is above transcribed.

In arriving at this determination, the council has taken iuto amount not
only the reasons of equity and national conveItiinL' which existed that the
hondy of the present issue may not be in a condition of Inferio rity with
respect to those which may be subsequently Issued by the nation, but also
that said formula maintains perfect harmony with tihe text ald the spirit
of law 102 of 1922. What this formula means is in synthesis the followig:
The Government does not create any specific security whatever to guarantee
the bonds of this loan; but if in the future it should give such security
to other loans, such security ,;hall proporlionately be llt tht- present bowls.
It is true that the Government would not be able to-day to secure the loai
with certain fiscal revenues, but if at any time there should be enacted a law
authorizing It to pledge such revenues, and by virtue of such authority a1 new
loan be contracted with such security, the bonds which it now Issues would
be thereby benefited and in equal conditions with those of future Issues. It Is a
conditional security subject to the event that there be enacted a law authoriz-
ing the Government to give as security certain revenues. To-day. for example,

I I



SALE OF FOREIGN BONDS OR SECURITIES 1187

the law does not permit giving as security funds destined to the ordinary
service of the budget, because it considers them indispensable for the life
of the public administration, but if to-morrow the legislature authorizes such
security, it is because it does not consider such funds indispensable for such
purpose. Even on the supposition that there might be some doubt with respect
to the interpretation of the law in this sense, it would be in accordance with
the rules of sound hermeneutics to interpret it in this case in accordance with
equity and national convenience, as it appears evident that without the adop-
tion of the formula approved by the council, it is impossible to place the
bonds of the loan.

Jost JOAQUTN CASAs,
NIOAsio ANMOLA.
ARcADJO ('HARRY,
Jost, A. VALVEDMW R.,
(ONSTANTINE BARc,
RAM6N CozRE.N.

With mny negative vote, in so far as there are encumbered, even under
conditions, the general revenues of the budget, for the reasons expressed
in the project of which I am the proposer. With such modification the contract
ought to be submitted to the approval of Congress in conformity with the last
Dart of numeral 14 of Article 76 of the constitution.

Jos( VAOAs ToRses,
AIqom HA. BUITMAO0,

Secretary pro tempore.
It is a true copy.

A. M. VACA.
The ,'eretory of the Mini8try of Fi n we a,4u1 Public Credit.

Approval by the board of loans of the contract for $60,000,00.

MINUTES NO. 18 OF JULY 14, 1-127

Dr. Pedro Juan Navarro addressing the meeting, proposed the following
addition to chapter 3, article 2 of the fiscal agency contract, after the
word "ports": "including the maritime terminal of Barranquillu. * * "
Thereupon the president of the board placed in dlicu.;sion the modifications
or additions suggested by the honorable council of state. The discussion coni-
cluded, they were unanimously approved. The president also submitted to the
board the bond purchase and fiscal agency contracts with the modifications in-
troduced by the honorable council of state, and the addition of Doctor Navarro.
and the discussion being closed, they were also unanimously approved.

MINUTES NO. 19 OF JULY 19, 1927

The meeting being opened, the minister informed the board that in view of
a cable which had been received from the bankers in which they proposed by
way of compromise a formula in substitution for division (b)of the resolution
of opinion made by the honorable council of state, he had requested from this
body the adoption of the proposed formula In the first place, its lie considered
that it did not involve, as one of the honorable councillors maintained, a spe-
cific guaranty, and because when carefully studied, it was not in any way
opposed to law 102. He stated also that after a long deliberation the council
had approved the following formula to replace said division (b) of said reso-
lution: "(b) The last part or article 2 of chapter 3 of the fiscal agency contract
will be as follows: 'Whereas: First, article 5 of lav" 102 of 1922 authorizes
the granting of specific security in favor of the loans which are authorized by
said law; second,.artlcle 6 of law 102 of 1922 and the paragraph thereof indi-
eate the manner in which is to be made the service of the loans contracted by
virtue of said law, and authorize the Government to asign other resources to
said service; third, No specific guaranty has been assigned to the bonds of
the loan which is the subject of this contract; fourth, If hereafter security is
given in favor of other loans the bonds subject of this contract would remain in
an Inferior position, which would be inconsistent with fundamental principles
of equity; for the forebolng reasons, the Republic agrees that if, while any of
the bonds of the present loan are outstanding, it shall secure any obligations,
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existing or future, whether under law 11" of 1922 or any other authorization
existing or future, by a iie4 or charge upon any of the railroads, river work&.
or ports, or any part thereof, or upon any income or revenues derived therefrom.
or any taxes or charges Imposed with respect thereto, or upon any national
income or revenues, then in every such case the bonds of this loan shall be
secured in like form and equally and ratably with such obligations; and to
that effect the Republic agrees that the bonds which are the subject of this
contract shall enjoy the same security as may be granted in the future to any
bond or loan.'" This addition being submitted by the president for consider.
ation, all the members of the board were In accord that really it Involved no
danger nor Illegality, and that It could he accepted with all the more reason as
thnre was at hand the statement of the bankers that it was impossible to sell
the honds without that clause, which Chile, Uruguay and Argentine had accep-
ted In similar cases. Put to discussion, it was unanimously approved.
* A true copy of the original.

A. M. V.AcA.
The Scorctarg of the Ministry of Finance and Public Oredit.

Registration charges are not paid in conformity with what is stipulated and
in conformity with the law, in view of the fact that the expenses which this
deed may occasion are to be for the account of the Government.

This Instrument having been read to the executing parties, and they having
been warned of the formality of the registry, they aproved it and sign jointly
with said witnesses, In my presence and with me, to which I certify.

.s T'rin. JALAM I.O,
IPFDRO M. CARREiO,

bl.kHco T. LUI.XA,
IloaEaTo GuSMAN C.,
It.%F.\.EL ANDRADE S.,

Second Notary.

This is tile first and a true copy of its original, which I Issue In 33 usuable
sheets, and destined for Messrs. Hallgarten & Co. and Kissel, Kinnieutt & Co.

RAFAEL ANDMISDE S.,
The &Nf;oI&(l Xotary.

BOGOTA, August 3, 197.

Taxes and paper, $17.10, law 52 of 1920.
ANDBADS S.

REPUBLICA OF COLOMBIA,
OFFIcE OF THE ReGISTRY OF THE CIRCLE,

Bogota, August 10, 1927.
Registered to-day in book No. 2, duplicate page 280, No. 84; taxes 04

current exchange.
Jos(. G. RIA%o,

'1'he Registrar.
[SYA!,.]

Jose Gu1Gonlo RI,\,'o,
Registrar of the Circle.

1II1PULI.OF 4 '0 1.OMIIIA,
O.'ici: O.' THE F1WISTItV OF TilE CIRCLE,

Bogota, August 11, 1927.
lRegistered to-day in hook 2, page 171, No. 2841, taxes $0.40 current exchange.

.JOS(, O. ItIAkO,

The Re/istrar.
[SEAL.] Josef (OUGO11o ItA.RO,

Registrar of the Circle.
The undersigned Governor of ('undinamarea certifies that the preceding sig-

natures of Messrs. Rafael Andrade S. and Josd G. Riafio, second notary and
registrar of public documents of this circle, In their order, are authentic.
By the governor:

IGNACIO BAnBEUI,
The ,Sceretary of Gove-metnt.

BOGOTA, August 13, 1927.

REPUBLIC OF COLOMBIA. DEPARTMENT OF CUNDINAMARGA.[SEAL..]
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MINISTRY OF TIHE GOVERNMENT, SECTION 1,
Bogota, August 16, 1927.

I certify that Dr. Ignacio Barberi fulfilled the duties of secretary of the
Government of Cundinainarea the 13th instant, and tlht his signature placed at
the bottom of the preceding certification is authentic.

PABLO ]'MILIO ,JRAI)).
The Secretary of the 4i1fnistryt.

M lNISTRY OF FOREIGN RELATIONS,
Bogota, Auglust 16, 1921.

No. 2447. The signature of Dr. Pablo Emilio Jurado is legalized. lie
filled the office of secretary of the nitnistry of government on the 1t6th Of
August, 1927.

VICTOR AL. l~oNDoS .
The Secrctary.

[SEAL.] 3INIMSTRY OF l"OHEi;N ISFI.\TIoNs, S 2.'IaN 2.

LEGA'rION OF Til- UNITED STATES OF AMEICrEA,
Bogota, Colombia, Aug1ust 16, 1927.

Seen for authentication of the signature of Dr. Victor 31. Londofio, secretary
of the ministry for foreign affairs of Colombia.

II. FREEMAN .MATTHEWS,
,Scerelary o the I Lcgation of the United -tatc8 of Ameria.

[STAMP.] %lL.VIAIgON IF TIlE INIBEl) STATES OF AMEAICA.
IOGOTA.

13OND PI'ICtI.SE AwE:M ENT iE'TIWEEN tFA'I'IILIaiC ol (OFi.O.MBIIA A N l.Di.;..l'fn

& CO. AND KIss., KINNI'uirv & Co.

[Trauslation I
The undersigned Esteban Jaramillo, A1in:ster oaf Fiance and l'ubllc Credit.

duly authorized by Ills Excellency the President of the Republic, Dr. Miguel
Abadia Mendez, on behalf of the Republic of Colombia, hereinafter called
"the Republic," of the one part, and Hallgarten & Co. and Kissel, Kinnicutt &
Co., partnerships having principal offices and being doniciled in the city of
New York. United States of America, hereinafter called "the bankers,"
represented herein by Dr. Pedro M. Carreno, hereunto duly authorized, of the
other part have agreed as follows:

First. The Republic agrees forthwith to create and to sell to the bankers, and
the bankers agree to purchase from the Republic, upon the terms and condi-
tions of this agreement, $35,000,000 of the United States of America in face
amount of bonds hereafterr called the " lods"), described in the fiscal
agency agreement between the Republic and said Haligarten & Co. and Kissel,
Kinnicutt & Co., executed sinmultaneously herewith, a copy of which is hereto
annexed. The purchase price of said bonds shall be a sum equal to 91.30 per
cent of said face amount of said bonds and the interest accrued on said bonds
to the date of the payment of the purchase price. If the bankers make the
initial public offering at a retail selling price in excess of 95 per cent and
accrued Interest. the pmrchase Price shall be Increased by one-half of such
excess.

Second. Said purchase mice shall be paid in New York funds upon such
(late, within 15 days from the (late of the final approval of this agreement and
said fiscal agency agreement in accordance with the laws authorizing the issue,
as the bankers shall specify oil five days' notice to the Minister of Finance of the
Republic, against simultaneous delivery of temporary bond or bonds for said
face amount. The Republic undertakes that such delivery will be made at
the office of Hallgarten & Co. in the city of New York in accordance with this
agreement not later than 30 days from the date hereof. The Republic will
instruct the minster of the Renublie of Colombia to the United States of
America (or in his absence the charge d'affairs) to excute on behalf of the
Republic a temporary bond or bonds representing the said $35,000,000 fact-
amount of bonds and to deliver the same to the fiscal agents; and the comp-
troller general of the Republic will authorize the consul general of the Republic,
or the acting consul, In New York to countersign said bond or bonds prior to
such delivery: and the Republic will also authorize said fiscal agents to cause
such bond or bonds to he authenticated and delivered to the bankers against
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payment of such purchase price to the fiscal agents for the account of the
Republic. Such payment by the bankers to the fiscal agents shall be made
after first deducting therefrom the sum of $57,000 to be retained by the banker.
in consideration of their assuming the following expenses: The cost of printing
engraving, execution and authentication of temporary and definitive bonds and
interim receipts, and the expenses of listing the bonds on the New York Stock
Exchange and other exchanges.

The Republic n.ty request the fiscal agents to leave all or part of the put-
chase price on deposit with the bankers for the account of the Republic, and the
bankers hereby agree to pay the Republic interest thereon at the rate of 3 per
cent per annum, provided, however, that such deposit shall not he withdrawn
by the Republic in whole or in part on less than 10 da.%s' notice. The Republic
agrees that it will apply the proceeds of the bonds only In accordance with the
provisions of the respective laws authorizing this issue and as provided in the
fiscal agency agreement, but neither the fiscal agents or the bankers shall have
any responsibility with respect to the fulfillment of the requirements of said
laws or with respect to the application of any of the proceeds of the bonds.
The Republic authorizes the fiscal agents and the bankers to act In accordance
with any instructions from the minister or charge d'affaires of the Republic at
Washington, D. C., with respect to withdrawal of such proceeds.

Third. The Republic agrees that it will not issue or offer for sale any ex-
ternitl loan or obligation simultaneously with this agreement or until four
months after the (late of delivery of the temporary bonds, except with the
written consent of the bankers.

Fourth. The Republic will Immediately furnish to the bankers such official
statement and information with reference to the Republic and its finances and
the bonds, signed by the minister of finance, as may be requested by the
bankers and customary to facilitate the sale of the bonds. If the bankers re-
quest, such statement shall Include a detailed statement showing the purposes,
including railroads and works, to which the proceeds of the $25,000,000 loan of
July, 1927. have been applied, and the amounts thereof spent on such railroads
and works, respectively, and the results thereof. and shall also include a de-
tailed statement showing the railroads, works and road,; to which the proceeds
of the present bonds are to be applied. The Republic will also furnish the data
and execute the documents necessary for the purpose of listing the bonds on
the New York Stock Exchange, and other exchanges.

Fifth. The obligation of the bankers to purchase the bonds is subject to the
legality of the issue, and of the agreements and the bonds being established to
the satisfaction of their counsel, for which purpose the Republic will take all
necessary legal steps and furnish the necessary data; and is also subject to
there not having occurred at or before the time of delivery of the temporary
bonds any unforeseen political, financial, economic or market event, change or
conditions of a character which, in the Judgment of the bankers. would make
the sale of the bonds to the public impractical or inopportune, or unfavorable to
the excellent credit of the Repub!ic abroad.

Sixth. The bankers shall be under no obligation or duty to the bondholders
in respect to the application by the Republic of the proceeds of the bonds
purchased hereunder.

Seventh. All notices and other communications to be given under this agree.
meat shall be considered sufficiently given if given in the manner provided in
the manner provided in the fiscal agency agreement.

Eighth. In accordance with the contract of June 30, 1927, between the Re-
public agrees that whenever the Republic shall desire to issue additional bonds
of those authorized by Law 102 of 1922, up to a total, Including the issue of
$25,000,000 of July 1. 1927. and $22,000,000 of the present issue, of $60,000,000
face amount or equivalent, it will enter into negotiations with the bankers for
the sale of such bonds to them before entering into negotiations for the sale
thereof to other parties. In case the Republic obtains any bona fide offer for
any such additional bonds on equal or better terms, and expressed in writing,
the Republic shall give the bankers an option on said terms for 15 days, and in
case the bankers fail to accept such terms within said 15 days, the Republic
shall be at liberty to dispose of the bonds elsewhere. Should the bankers pur-
chase such additional bonds, the same shall be executed, authenticated and de-
livered in the same manner as in the case of the $25,000,000 of bonds of July 1,
1927. The face amount of any additional issue or issues to be made by the
Republic up to said total of $60,000,000 shall be at least $5,000,000 in each such
Issue.
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Ninth. Any deposit by the Republic with the bankers hereunder may be
treated as a general deposit and divided by the hankers among themselves in
such proportions as they desire, and each of the bankers shail he answerable
to the Republic only for the amount of the deposit with them, plus the stipu-
lated interest thereon.

Tenth. As soon as this agreement shall have been finally approved in accord-
awe with the respective laws, it will be raised to the form (if a notarial instru-
ment and recorded with the necessary legal formalities at the expense of the
Republic. All stamps or stamped paper and other Colombian taxes on this
agreement and the fiscal agency agreement or with respect to the bonds shall
be paid by the Republic.

Eleventh. The bankers renounce commencing any diplomatic claim with
reference to the obligations and rights arising from this contract except in
case of denial of Justice and agree that there shall not exist any such denial,
In conformity with article 42 of law 110 of 1912 relating to the fiscal code of
the Republic, provided that they are granted the remedies and rights of action
which, in conformity with the Colombian laws may he used before the Judicial
power.

Twelfth. This agreement slll be subject to the favorable report of the
council of state, of the national board of loans, and the approval of the execd-

dye power, after favorable opinion by the council of ministers.
Thirteenth. This agreement shall inure to the bemelit of and be binding upon

the Republic on the one hand and Haligarten & Co. and Kissel, Kinnicutt & Co.,
ind their respective successors in business oil the other hand.

In witness whereol, this- agreement Is signed in Bogota, in three counterparts
of the same tenor on March 22, 1928.

ESTE.AN JARA3I I.T.O.
PEDRO -. CARI-ENO.

COUNCIL OF .aNoISTERS,
Bogota, March o2!, 1928.

In meeting to-day, the honorable council issued a favorable decision on the
foregoing contract.

(i.\%matF;r. AADIA MENDEZ,
Thc Secretary.

ECx:c"'vF IoWF.R,
Iogota, .Iarch 24, 1.928.

Approved.
.INUEL AB.\DIA M ENDEZ,

Miinistcr of Finance and Public Credit.
Es'EAN .\.\A.MILLO.

[Translation of Spanish text]
Bond purchase contract of the Municipality of Medellin (Republic of Colom-

bia) and Hallgarten & Co. and Kissel, Kinnicutt & Co., bankers, dated June
19,1928.

No. 1799
In the district of Medellin, department of Antloqula, Republic of Colombia,

on the 19th day of June, 1928, before me, Lisandro Restrepo Giralflo, third
notary of the circuit of Medellin, and before the witnesses Alejandro Villegas
V. and Jesfis Bernal Bravo, males, residents of said circuit, of legal age, in good
standing and who are not subject to any disqualification, appeared:

Alfredo Cock A., president of the municipal council of Medellin, Julian
Cock A., superintendent of the public municipal enterprises, and Luis Tore
Escovar, municipal representative, in the name and on behalf of the Municipal-
ity of Medellin, duly authorized by the council of said municipality, party of
the first part; and Samuel P. Savage, Jr., as special attorney in fact of Hall-
prten & Co. and Kissel, Kinnicutt & Co., copartnerships domiciled In the city
of New York, United States of America. as bankers, parties of the second part.

All the parties appearing herein are males, residents of this district, of legal
age, known to me, and they stated:

Whereas the municipality has to-day entered Into a fiscal agency agreement
with the parties of the second part as fiscal agents for an external loan in
the authorized principal amount of $13,000,000 to be represented by an issue
of bonds known as "Municipality of Medellin, Republic of Colombia, 6%

92928-32--Pr 2- 57
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per cent external gold bonds of 1928," of which bonds $9,000,000 principal
amount are to be issued immediately and the remaining $4,000,000 may be
issued hereafter subject to the conditions and limitations set forth in said
fiscal agency agreement, which forms an integral part of this contract, and

Whereas, the municipality represents that said fiscal agency agreement and
this contract have been duly authorized by the municipal council of Madellin and
approved by the governor of the department of Antioqula and the national
executive power, as required by law:

Now, therefore, the parties hereto have agreed as follows:
First. The municipality agree to sell .,nd the bankers agree, subject to the

conditions hereinafter stated, to purchase $9,000,000 principal amount of bonds
of the municipality to be known as "Municipality of Medellin, Republic of
Colombia 6% per cent external gold bonds of 1928" to be Issued In accord.
ance with the provisions of said fiscal agency agreement.

Second. The purchase price of said bonds is $8,021,250 corresponding to the
principal amount of the bonds purchased, after the deduction of 10% per cent
of said amount as initial discount, to which price shall be added and paid by
the bankers interest accrued on the bonds from their date, viz: June 1, 1928,
to the date of delivery of temporary bonds and payment therefor as herein pro.
vided. In case the initial offering of the bonds to the public shall be at a
price, exclusive of accrued interest, greater than 93% per cent, the excess shall
be divided equally between the municipality and the bankers.

Third. Delivery of said temporary bonds shall be effected at the office of
Hallgarten & Co., New York, upon such date and at such hour within 30 days
after the date of the definitive signing of this contract as the bankers may
designate, against payment of the purchase price as follows:

(a) By depositing with the fiscal agents the sum of $2,877,000, a sum more
than sufficient for the redemption on the 1st of October, 1928, of all the out.
standing 25-year external 8 per cent secured gold bonds of the municipality,
due October 1, 1948 (hereinafter called the "External 8 per cent Bonds");

(b) By depositing with the fiscal agents to the order and for account of
the municipality the balance of said purchase price, which shall be at the dis-
poial of the municipality pursuant to the provisions of this contract.

The obligation of the bankers to purchase the bonds is subject to the approval
by their counsel of the legality of all proceedings in connection with the issue
of the bonds.

Fourth. The municipality agrees to call for redemption on October 1, 1928,
the whole of its external 8 per cent bonds outstanding, and the municipality
agrees to effect such redemption in accordance with the provisions of the instru.
ment of mortgage and pledge dated October 20, 1923. between the municipality
and the Equitable Trust Co. of New York as trustee securing said external
8 per cent bond. The municipality further agrees to comply in all respects
with the provisions of aaid instrument applicable to such redemption so that
said issue of bonds shall be wholly paid and redeemed on the 1st day of October,
1928. In order to effect such redemption, the fiscal agents, on behalf of the
municipality, shall deposit with the Equitable Trust Co. of New York, as
trustee named In said instrument, dated October 20, 1923, the entire sum
received by them pursuant to the provisions of paragraph (a) of article 3
hereof, but shall not be required to make such deposit until the tiue prescribed
therefor by said instrument, namely, 30 days prior to October 1, 1928, the date
fixed for such redemption, and such payment shall be made only in case
notice of the redemption of said external 8 per cent bonds shall have been duly
given in accordance with the provisions of said instrument dated October 2
1923. Until depositing said sum with the Equitable Trust Co. of New York.
the fiscal agents shall allow interest thereon at the rate of 1 per cent per
annum below the rediscount rate of the Federal reserve bank of New York from
time to time current. The municipality agrees to utilize the money so deposited
with the Equitable Trust Co of New York solely for the redemption on October
1, 1928, of all of the municipality's external 8 per cent bonds due October 1, 1.948,
and agrees thereupon to take all steps necessary to cancel said bonds and sai4
Instrument dated October 26, 1923, and all Instruments supplemental thereto
and the mortgages and Hens thereby created to secure said 8 per cent bonds.

Fifth. The municipality may withdraw the funds constituting the portion of
the purchase price of the bonds which Is to be credited to the municipality pur.
suant to paragraph (b) of article 8 hereof when and as it requires the same
and, at its option, shall apply the same in accordance with the purposes spee.
fled in Appendix 0 annexed to this contract and made a part hereof. Such
funds shall be so withdrawn by means of sight drafts signed by the general
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superintendent of the public municipal enterprises, countersigned by the treas-
urer of revenues of the district and approved by the president of the council,
which shall be done approximately on the dates indicated in said Appendix C
and in respective amounts therein stated. The bankers shall be under no obli-
gation or liability to the bondholders in respect to the application of such funds
by or on behalf of the municipality.

Sixth. Whenever the municipality shall desire to issue the additional $4,000,.
000 of bonds of the authorized issue, it will enter into negotiations with the
bankers for the sale of such bonds to them before entering Into negotiations for
the sale thereof to other parties. In case the municipality obtains any bona
fide offer from responsible firms for such additional bonds, on equal or better
ternis and expressed in writing, the municipality shall give the bankers an
option on said terms for 15 days, and in case the bankers fall to accept such
terms within said 15 days, the municipality shall be at liberty to dispose of
the bonds elsewhere. The municipality may in its discretion make an additional
Issue of $4.000,000 or two issues of $2,000,000.

Seventh. It is an indispensable condition for the effectiveness of this contract
that all necessary proceedings shall have been completed and the temporary
bonds shall be ready for delivery in New York within 30 (lays after the defini-
tive signing of this contract. The municipality agrees that it will not Issue nor
guarantee any other external loan within six months after the delivery of the
bonds purchased hereunder without the written consent of the bankers.

Eighth. As and when requested by the bankers, the municipality agrees to
make or authorize to be made applications for listing the temporary and
definitive bonds on the New York Stock Exchange, signing all papers that may
be necessary for that purpose. The municipality agrees to furnish to the
bankers all documents which may be deemed desirable to accompany the
petitions for listing, and to take such steps as may be necessary in accordance
with the requirements of said stock exchange to effect the listing of the bonds.
The municipality agrees to pay to the bankers, and authorizes them to deduct
from the purchase price of the bonds, the sum of $60,000 for expenses of the
issue of the $9,000,000 principal amount of bonds sold as provided in this
contract, including legal expenses, cost of cables, and the expenses in connection
with the fiscal agency agreement and the preparation of temporary and definitive
bonds and listing the bonds on the New York Stock Exchange, in accordance
with the provisions contained herein and in said fiscal agency agreement.
The bankers will pay any amount by which the expenses above enumerated
shall exceed the sum of $60,000, but the municipality will pay any and all
notarial fees, stamp taxes, and other taxes to which this contract and said
fiscal agency agreement and the temporary and definitive bonds and coupons
may be subject In the Republic of Colombia.

Ninth. The party appearing herein, Mr. Samuel P. Savage, Jr., in the name
of his principals states that he expressly submits in all things relating to this
contract for the sale of bonds to the laws of the Republic of Colombia and to
the jurisdiction of the judges and courts of said country and renounces the right
to institute diplomatic claims in connection with the obligations and rights
arising out of this contract, except in case of denial of justice, and agrees
that such denial shall not exist, in conformity with article 42 of Law 110 of
1912 relating to the fiscal code of the Republic, when they shall have had
available the remedies and rights of action which in conformity with Colombian
laws may be employed before the judicial power. All successors in the fiscal
agency will make the same declaration as that contained in this article
ninth.

Tenth. Since during the time which will elapse between the signing of this
contract and the delivery of temporary bonds hereunder there may occur in
Colombia, in the United States of America, or elsewhere political, financial or
economic events which, In the opinion of the bankers, may affect the market
in such manner that they shall consider the offering of the bonds to the public
impracticable or inopportune, or otherwise likely to affect adversely the
excellent credit which the municipality now enjoys, the bankers reserve the
right in any such case to cancel their obligation to purchase bonds hereunder by
giving notice by cable to the president of the municipal council and sending
a copy thereof to the Consulate General of Colombia in this city of New York.

Eleventh. This contract shall inure to the benefit of and be binding upon the
firms of Ilaligarten & Co. and Kissel, Kinnicutt & Co., respectively, as such
firms shall from time to time be constituted, without reference to any change
in membership, as well as to the successors in business of each of said firms.
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APPENDiX C

AUooation ol the $9,000,000 loan

Initial discount ....... $978, 750
Special reserve fund 360,000
Loan expenses --------------------------------------------- ------ 60,000
First monthly service payment -------------------------- 60,150
Amortization of 8 per cent loan of 1923 ---------------------- 2,877,000

4,835,90
Amortization of internal debts ---------------------------- 1,700,000
Sewers and paving -------------------------------------- 400,000
Hydroelectric plant ------------------------------------ 2,000,000
Tramways --------------------------------------------- 300, 000
Other developments of public municipal enterprises ---------------- 264,100

TotaL ----------------------------------------- 9,000,000

NorL-This allocation Is understood to be approximate.

MEDELzLq, May 29, 1928.
S.. SAv&m, JB., EsQ.,0itV.

We hereby advise you that for the purpose of attending to the payment of the
public debt, for the large hydroelectric plant, for water works and paving, and
for the other improvements to the public municipal enterprises referred to in
Appendix C of the bond-purchase contract, the municipality will draw amounts
up to $300,000 per month.

The amounts specified in said Appendix C for (a) initial discount, (b)
special reserve fund, (e) expenses of the loan, (4) first monthly payment, and
(e) to amortize the 8 per cent loan of 1923, will be drawn in favor of the
bankers themselves as soon as the contract has been executed and the temporary
bonds delivered.

Very truly yours,
PluBic MUNICIPAL ENrTPxn SuS,

JULIAq COCK,
Superintendent General.

FEIPE Horos,
Administrator General.

OFFICE OF THe MAYOR OF MEDELLIN,

AToNIO VILLA,
Secretary of Public Works.

FERNANDO GoMEz MARMENF2,
Secretary of Municipal Finanoe.

The pertinent part of the resolution approving the making of this contract
reads as follows: Resolution No. 59 of 1928 (May 31). The Council of
Medellin resolves:

ASuc-n 1. The draft of contract which has Just been copied is hereby
approved and should be submitted to the National Government for Its approval.

AnT. 2. The president of the council, the city attorney and the superintendent
of the public municipal enterprises are hereby authorized to execute the public
instrument by which this draft of contract shall be given effect.

AsT. 3. This resolution shall be in force from the date of its approval.
Given in Medellin May 29, 1928.

ALazEDO CoCK A.,
President.

Jost, MAWA BvrANouR B.,
Secretary.

P. S. The above resolution was read at two different sessions and was
approved in each one of them. Jose M. B -rActuu B.,

Secretary/.
Received May 31, 1928, and sent to proper channels.

FIBNANDO GOMrz MATnm.
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REPUBLIC OF CorOtLuIA, DEPARTMENT OF ANTIOQUIA, MAYOR'S OFFICE,
Medelfin, May 81, 1928.

Be It published and carried out.
NICOLAS VELEZ, I., Mayor.
FERNANDO GOMEz MARTINEZ,

Secretary of Finanoe.
On the same date it was pulIished by proclamation at a place of public

assembly. B. R sIo M.

Received at the governor's office on June 2, 1928, and sent to proper chanels.
PEDRO P. PIMIEMTA G.,
Chief of the First Seotio.

Gov,=NMENT OF ANnTOQUIA,
OFFICE OF THE SECRETARY OF INTERN.AL AFFAIRS, FIRST SECTION,

Mcdcllin, June 5, 1928.
Approved: File one copy and return the other.

PEDRO J. lDERRIO,
FRANCISCO DE P. PEREZ,

Secretary of Internal Affairs.
And the parties appearing herein stated:
That the first three acting on behalf of the municipality of Medellin and In

the capacities stated, and Mr. Savage on behalf of Hallgarten & Co. and of
Kissel, Kinnicutt & Co. of New York, as already stated, by this instrument
perfect the contract contained in the draft which has been copied above.

S. P. Savage acts under powers of attorney executed in New York according
to the cablegram copied below:

No. 318/21, cablegram. New York 70 323 1.615. Bogota on the 21st.
PRESIDENT MUNICIPAL COUNCIl, Medellin.

I beg to inform you that to-day I legalized the following power of attorney:
In the city, county, and State of New York, United States of America, on the

21st day of May, 1928. before me, Joseph Degen, a notary publM: of said
county, and in the presence of the witnesses, residents hereof, of age, qualified
to act as such and known to me, Messrs. Clark Armour, and Phillip M. Hayes,
there appeared, in the name of the firm of Hallgarten & Co., a banking
partnership of this city, its partner Mr. George Merzbach, and In the name of

the firm of Kissel. Kimnlcutt & Co., a banking partnership of this city, its
partner Mr. Samuel L. Fuller. Both are of legal age, bankers, and residents
of this city.

They proved to me their authority to act herein by exhibiting to me the
respective original of the partnership agreement in force of each of said partner-
ships from which it appears that the parties appearing herein are, respectively,
members of the partnerships in whose name they appear and are empowered to
execute documents in the name of said partnerships.

Mr. Merzbach on behalf of Haligarten & Co. and Mr. Fuller on behalf of
Kissel, Kinnicutt & Co. stated that they grant to Mr. Samuel P. Savage, Jr., of
legal age, married, a resident of Medellin, Republic of Colombia, a special
power of attorney in order that he may execute on behalf of Haligarten & Co.
and of Kissel, Kinnicutt & Co., in the city of Medellin, the definite contracts
relating to the issue and purchase of bonds of the municipality of Medellin,
said contraets to conform to the forms and changes cabled by said firms to the
attorney in fact.

In witness whereof and after reading this power of attorney to them the
parties hereto ratified its contents and signed with the witnesses above
mentioned.

H.ALGAIrTN & Co.,
By GEORGE MERZB.%CcI,

Ktssrr., KINNICUTT & CO.,
By SAMUEL L. Fux .

Witnesses :
CLARK ARMOUR.
P. A. HAYES.

Before me.
JosEPH DE:EN, Notary Public.
ANDRES GomtEz Ii.,

ConsWul General of Colombia in NVew York.
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The above cablegram, as well as the document which confirms the same,
have been protocolized on this date attached to the public instrument preceding
this.

The receipt concerning the registry fee, which is added to the protocol at the
end of this public instrument, reads as follows:

Administration of Departmental Revenues. No. 1799. Medellin, June 19,
1928. In accordance with art. 14 of Law No. 56 of 1904, no registry fees are
charged on a contract by which the municipality of Medellin sells certain
bonds of a loan to Haligarten & Co. and Kissel, Kinnicutt & Co.

GA13RIEL BoTmo H., Manager.

The parties executing this instrument were advised of their duty to have it
registered and they sign It, with the witnesses above mentioned, before me.

The parties hereto delivered to me the draft for the preparation of this
instrument.

AL RO COCK A.,
JULIAN COCK A.,
LUis Toso EscovAs,
SAMUEL P. SAVAGE, Jr.,
ALEJANDRO VXL.E0AS V.,
JEsus BERNAL BVo.,
LISANDRO R msTReo GInAtDo,

Third Nota',

The above is a first copy. It consists of six sheets of stamped paper and is
issued for the bankers.

MEDELIN, Jsne 20, 1928.
LISANDRO REasrarO GIRALDO,

Third Notary.

The power of attorney under which Mr. Savage acts reads as follows:
In the city, county, and State of New York, United States of America, on

the 21st day of May, 1928, before me, Joseph Degen, a notary public of said
county, and in the presence of the witnesses, residents hereof, of age, qualified
to act as such and known to me, Messrs. Clark Armour and Phillip M.
Hayes. There appeared in the name of the firm of Hallgarten & Co., a
banking partnership of this city, its partner Mr. George Merzbach, and In the
name of the firm of Kissel, Kinnieutt & Co., a banking partnership of this
city, its partner Mr. Samuel L. Fuller. Both are of legal age, bankers, and
residents of this city.

They proved to me their authority to act herein by exhibiting to me the
respective original of the partnership agreement In force of each of said
partnerships from which It appears that the parties appearing herein are,
respectively, members of the partnerships in whose name they appear and are
empowered to execute documents in the name of said partnerships.

Mr. Merzbach on behalf of Hallgarten & Co., and Mr. Fuller on behalf
of Kissel Kinnicutt & Co., state(' that they grant to Mr. Samuel P. Savage Jr.,
of legal age, married, a resident of Medellin, Republic of Colombia, a special
power of attorney in order that he may execute on behalf of Hallgarten & Co.,
and of Kissel, Kinnicutt & Co., in the city of Medellin, the definite contracts
relating to the issue and purchase of bonds of the municipality of Medellin,
said contracts to conform to the forms and changes cabled by said firms to the
attorney in fact.

In witness whereof and after reading this power of attorney to them the
parties hereto ratified its contents and signed with the witnesses above
mentioned.

HALLOABTEN & CO.,
By GEoRoE MERZBACII,

KIssEL, KINNiOUT & Co.,
By SAMUEL L. FULLm.

Witnesses:
CLANK ARMOui.
PHnxJP A. HAYES.

Before me, Jos i: DEGEN, Notary Public.
Naw YORK CouNTY, May 21, 1928.
Seal reading: "Joseph Degen, notary public, Kings County; county ('lerk*s

No. 3, register's No. 104; certificate filed in New York County, county clerk's
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No. 6, register's No. 019; certificate filed in Genesee County; commission expires
March 30, 1930."

There is a certificate reading as follows:
"No. 34809, series B. I, William T. Collins, clerk of the county of

New York, and also clerk of the supreme court for the said county, the
same being a court of record, having a seal, do hereby certify, that, Joseph
Degen is a notary public in and for said county, appointed pursuant to the
laws of this State; that his term of office commenced on the 31st day of
March 1920 and expires on the 30th day of March 1930; and that full faith
and credence should be given to all his official acts. I further certify that
the signature of said notary public is on file in this office and I verily believe
that the signature attached hereto is genuine.

"In testimony whereof I have hereunto set my hand and affixed the seal
of the said court and county this 21st day of May, 1928.

"WILIAM T. COLLINS."
CoNsuLATE GENMAL OF COLOMBIA, New York.
The undersigned consul general of Colombia certifies:
That William T'. Collins, who executed the foregoing instrument, was on the

date therein set forth, in the lawful discharge of the office of registrar of the
county and that the signature and seal appearing on said documents, pur-
porting to be his, are those which he customarily uses in his official acts.

ANRES GoMNEz H.,
Consul general .

NFW YORK, May 21, 1928.

(No. 1144]

I)EPARTMENT OF FOimIEnN AFFIRiS,
Bogota, June 13, 1928.

Tte signature of Mr. Andres Gomez II., who acted as consul general of
Colonbia in New York on May 21, 1928, is hereby legalized.

Vimcva M. LONDONO, Secretary.
Seal reading: Republic of Colombia, Departmient of Foreign Affairs.
No. 309 for $.20.

MEIutLI.IN, J101c 1.9, 1928.
Mr. Jesus Bernal Bravo has paid $20 gold for fees on a special power of

attorney executed in the city, county, and State of New York on May 29 last
by Hallgarten & Co. and Kissel Kinnicutt & Co. in favor of Samuel P.
Savege,, Jr.

GABmrL BoTmo H., Manager.

(There is a seal reading: Republic of Colombia. Department of Antioqula,
Administration of Revenues, Medellin.)

OFFICE OF lEOIs'i'lly oF TIlE Cincurr,
Medellin, Jine 19, 1928.

Recorded iii the book of powers of attorney. Page 271. No. 346. Fees 40
cents.

ANTONIO 0O.OEZ C.

The above is a first copy of the original ducuueuuts uttahed to thu protocol.
)ate first above written.

LISANoO RESTREPo GIEAI.DO,Third Notary.
Fees: Copy $350.

Law 52 of 1920.--L. It. (.

(FFIuE OF TIHE tE{;ISTlRY OF TIIE 4 'IRCuIT,
Medellin, ,Iunc 22, 1f98.

Recorded in volume 2, duplicate pages 227 to 231, No. 110. Fees: $0.40.
ANTONIO GOMiEz C.
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FISCAL AGENCY AtmEE.ENT OF THE 11EP(MLICA OUTENTAL DEL URUGUAY (IREPUILI0
OF URtVUL.Y) AND II,\LLG.% F"N & CO. .%ND lIAI.tSY, STUART & Co. (INC.),
APRIL 19, 1926-$30,000,000 6 PER CENT EXTIRNAL SINKiNG FUND GOLD BONDs
DATED May 1, 1926, AND Due MAY 1, 1960

[Translation]

FISCAL AGENCY AGRE MENT

Tile national council of administration of the Repdblica Oriental del Uru.
guay, represented In this act by its President, Dr. Don Lubs Alberto de Her-
rera, by the Secretary of State for the Department of the Treasury, Don Ri-
cardo Coslo, and by the Secretary of the National Council of Administration
Don Manuel V. Rodriguez, in the name of and on behalf of the Repciblica
Oriental del Uruguay, duly authorized by law enacted by the legislative power,
promulgated the 18th of April, 1920, of the one part, hereinafter called "the
Republic." and Hailgarten & Co. and Halsey, Stuart & Co., (Inc.), the first
being a copartnersiip domiciled in New York, United States of Amaerical, and the
second, a corporation organized in accordance with the laws of the State of
Illinois, United States of America, represented respectively by Don Camilo
Carrizosa, according to power of attorney dated the 1st of April, 1926. executed
in New York, United States of America, and by Don Alberta Beltrfin Hardoy
according to power of attorney executed in New York, United States of
America, which powers have been deposited in the consulate of the Republic
in New York, and communicated by cables sent by the consul general of the
Republic In said city to the minister of foreign affairs at Montevideo, on the
2d and 17th of April, 1926 respectively, of the other part, hereinafter called
"the bankers."

Wliereas, the Republic has by agreement of even date herewith, hereinafter
called the "loan agreement," contracted to Issue and sell $30,000,000 In prin-
cipal amount of its 34-year 6 per cent external sinking fund gold bonds." here.
Inafter called the "bonds." dated May 1, 1926, due May 1, 1960, payable in
gold coin of the United States of America;

Whereas the bonds are Initially to be In the form of one or more temporary
bonds, without coupons, for $30,000,000 aggregate principal amount and the Re-
public has obligated itself to Issue and deliver in exchange for said temporary
bond or bonds, definite engraved coupon bonds payable to bearer, registerable as
to principal, of an equal aggregate principal amount in denoninations of $1,000
and $500;

Whereas it has been provided in the loan agreement and Is to be provided in
the bonds that said Hailgarten & Co. and Halsey, Stuart & Co. (Inc.) are to
be the fiscal agents for the bonds;

Whereas the Republic has appointed said Hallgarten & Co. and Halsey, Stuart
& Co. (Inc.), and their future successors, ts such fiscal agents, and this agree-
ment has been in all respects authorized and approved by the Republic and by
the fiscal agents;

In consideration of the premises, the parties hereto do agree as follows:
First. Tie Republic hereby appoints Hallgarten & Co. and Halsey, Stuart &

Co. (Inc.), and their respective successors, as the liseal agents of the Republic
for all purposes relating to the bonds anl the service of the loan evidenced
thereby, said agency to continue while any of the bonds are outstanding unless
sooner terminated as hereinafter provided.

Second. Said Haligarten & Co. and Halsey, Stuart & Co. (Inc.). hereinafter
collectively referred to -is the fiscal agents, hereby accept said appointment.

Third. For the service of the honds, the Republic shall semiannually pay to
the fiscal agents at the principal office of Htligarten & Co. in the borough of
Manhattan, city of New York, the sum of $1.050.W00 in gold coin of the United
States of America of or equal to the standard of weight and fineness existing
May 1, 1926. or the equivalent thereof In New York funds. Of such sum the
amount equal to interest next due in respect of outstanding bonds (that is, ex-
cluding bonds held In the sinking fund) shall be paid as aforesaid not les than
10 days prior to each Interest date; the first payment of that amount slbll be
made not later than October 20, 1926. The balance, or that is to say, the part
corresponding to the sinking fund and Interest on bonds held In the sinkig fund
shall be paid to the fiscal agents, at least 30 days prior to each interest date;
the first payment of that amount shall be made not later than October 1, 1926.
It is understood, however, that for the sinking fuld the Republic may deliver
to the fiscal agents, at least 30 days prior to each interest date, bonds, with all
unmatured coupons attached, which shall have been purchased by or for ac-
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count of the Republic at not exceeding par and accrued interest I and, in such
case, such bonds shall be accepted in lieu of cash in an amount equal to the
purchase price of such bonds (less accrued Interest) plus the amount of the
next due coupon.

In case the bonds tendered by the Republic for the sinking fund shall have
been purchased otherwise than through the fiscal agents, the Republic shall
simultaneously deliver to the fiscal agents a certificate duly executed on behalf
of the Republic stating the price at which the bonds shall have been purchased,
which price to render the bonds eligible in lieu of cash, shall not exceed par
and accrued interest,' as provided In the loan agreement and as heretofore in
this article set forth.

Fourth. The fiscal agents shall receive and hold all cash payments made to
them. as aforesaid, until required by the loi itgreement to apply the saune to
the respective purposes for which such pa% ments were made. In the event that
cash sinking-fund payments shall be in an amount such that it slintl be im.
practicable exactly to exhaust such money by call of bonds, the fiscal agents
shall call such principal amount of bonds as shall exhaust. as nearly as may be,
the cash sinking-fund m "s available for tile purpose and any balance shall
be carried forward anto added to the next shiking-fund payment.

Fifth. Against surrender of the appropriate coupons, the fiscal agents slhall
make payment on hehalt tor the Republic at one or another of their respective
ofces in the borough of Manhattan, city of New York, out of any funds depos-
ited with them for the service of the loan, of the interest on the bond, and,
after interest on outstanding hnds has been provided for, shall, against sur.
render of the bonds with all unmatured coupons attached, similarly nake pay-
ment of the sinking fund acqul-ition price of bonds called for the sinking fund.
The fiscal agents shall cancel the coupons so paid; and shall mark all bonds
acquired for the sinking fund "Held for the sinking fund and not transferable."
The consul or person in charge of the consulate of the Republic in New York
may be present, as representative of thee Republic, at the cancellation of the
coupons and marking of the bonds. Nothing In this agreement contained shall
be construed to impose any obligation on the fiscal agents to purchase any
bonds or to make any payments of principal or interest or otherwise with
respect to the bonds or the coupons appertaining thereto, except out of funds
previously deposited by tile Republic with tle fiscal agents for sucit purpose.

Sixth. As soon as the definitive bonds have been engraved and issued the
Republic shall furnish to the fiscal agents specimen copies of the $500 and
$1,000 denominations of said bonds with the appurtenant coupons attached and
also certified specimen signatures of the persons who shall sign said bonds on
behalf of the Republic.

Seventh. The Republic hereby authorizes the fiscal agents, or either of them,
to authenticate by certification thereof all bonds wh!cl may he executed by
the Republic and delivered to the fiscal agents for such purpose, and to deliver
the bonds so authenticated to or upon the order of the Republic. The Republic
further authorizes the fiscal agents, in their discretion, to appoint any financial
Institution of good standing in the city of New York, satisfactory to the fiscal
agents, so to authenticate the bonds, in lieu of the fiscal agents. As provided
In the loan agreement the Republic hereby authorizes the fiscal agent' to desig-
nate a registrar for tile bonds and a place in the city of New York at which they
may be registered, as to principal only; and likewlqe authorizes the fical aents
to exercise such powers and duties with respect to lost, mutilated, destroyed,
or stolen bond, as are contemplated by the loan agreement. The fiscal agents
are also authorized to appoint at suhflscal agent, the Anmterdaminche Bank of
Amsterdam. the Netherlands, and to cause the name of said Anisterdamsche
Bank to appear in the bonds and coupons to which this contract and tile defli-
Itive loan contract refer, it being understood that the Republic shall deal solely
with the principal fiscal agents In New York, Haligarten & Co., and Halsey,
Stuart & Co. (Inc.), that pament of the service of the bonds shall he maide
solely in dollars, and that the necessary funds for .uch ser ice hall be for-
warded to the subagent by said principal fliscal agents in 'New York.,

Eighth. The fiscal agents inue. rlspre. ent the homers of tll bonds in all mat-
ters-without being required to present or have in titr possession any of the
bonds or the coupons thereto appertaining, but this right shall not be deemed
to impose any trust or duty upon the fiscal agents, or either of them.

I By letters dated May 5, 1926 (see p. 10), the parties have confirmed that, as stated In
the bonds and loan agreement, bonds which may be tendered by the Republic for the sink-
t fund, must have been purchased at less than par and accrued interest.

Sea page 8 for addition to article 7.
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Ninth. As compensation for their services hereunder the fiscal agents shall
receive:

(a) For services in payment of the Interest on the bonds (other than bonds
feld in the sinking fund) ,ne-eiglith of 1 per cenit of the amount of interest;
and

(b) For services in operating the sinking fund and/or paying the principal
amount of bonds one-fourth of 1 per cent of the principal amounts of bonds
from time to time tendered to or acquired for the sinking fund. or paid. Such
compensation shall be liald to the fiscal agents at the time when the funds
and/or bonds to he used for any of the aforesaid purposes are to be paid to
or delivered to the fiscal agents, and such payments or deliveries shall il each
instance he increased by or accompanied by an amount sufficient to pay such
compensation. The Republic shall be under no responsibility with reference
to the apportionment of compensation as between the fiscal agents, and pay.
ments due to the fiscal agents collectively shall be deemed discharged if made
to either of the fiscal agents. The fiscal agents shall be entitled to receive
the usual brokerage commission on all bonds purchased by them (other than
by operation of tihe sinking fund) for account of the Republic.

Tenth. The fiscal agents .-hall keep proper accounts of all sums received
or expended by then in connection with their agency and will furnish to the
Republic details of these accounts, together with copies of the vouchers for
all expenditures, at half-yearly Intervals and at such other times as the Republic
may reasonably request. A detailed acc-ount so presented by the fiscal agents
shall be considered as accepted by the Republic unless special objection thereto
be made by the Republic in writhig und received by tile fiscal agents within
90 days of the wailing of the accounts ill question.

Eleventh. Upon receipt of each semiannual statement rendered as aforesaid
the Republic will promptly reimburse to the fiscal agents ill sums expended
by them in good faith in the execution of nny services or duty arising out of
this agreement or tile loan agreement or in connection with tile bonds or the
service thereof.

Twelfth. In tile exercise of any of their functions hereunder the fiscal agents
may employ, appoint, and act through such agents or attorneys as they may
think fit and may obtain and rely on the advice of counsel.

Thirteenth. Each of the fiscal agents shall be answerable to the Republic
or to the bondholders severally only and only for its own failure to exercise
good faith and reasonable care.

Fourteenth. As more fully provided in the loan agreement, in all cases where
notice is to he given to the bondholders with respect to the acquisition of bonds
or otherwise the fiscal agents shall arrange for the publication of such notice
in a daily newspaper of general circulation published in the English language
in the borough of Manhattan, city of New York, to be selected by tile fiscal
agents; and also shall arrange for the mailing of like notice, if any; it being
understood that all expenses will be repaid to Ehiem by the Republic. When.
ever a part of the outstanding bonds are to be acquired for the sinking fund,
the numbers of the bonds so to be acquired shall be determined by the fiscal
agents by lot.

Fifteenth. The fiscal agents may act in reliance upon any instructions of
advices believed by them to be genuine and authorized, received by cab'e or
otherwise purporting to come from the Republic or fromt any official thereof,
and shall be relieved from all responsibility for any acts performed by them
in reliance upon any cabled instructions or advices or other communications
under due observance of usual precautions.

Sixteenth. The fiscal agents, or either of them, may at tiny time withdraw
or resign from their agency on giving notice to the Republic of such Intention
on their part, specifying the date on which it is desired such resignation shal
become effective, provided that such notice shall be never less than two months
unless the Republic agrees to accept less notice. Upon the resignation or fall.
ure to act of any fiscal agent hereunder, a successor may be appointed by the
Republic provided that any such successor shall be a responsible financial
firm or institution having an established place of business in the borough of
Manhattan, city of New York, and shall be approved by the remaining fiscal
agent,,if any. In default of such appointment the remaining fiscal agent, if
any, may act as sole fiscal agent, and may exercise all rights and duties of the
fiscal agents ill connection with tile bonds and tile service of the loan.

Seventeenth. Tile Republic will at all times indemnify and hold harmless the
fiscal agents and each of them from and against all claims, demands, actions,
suits or proceedings whatsoever which may be made, instituted or prosecuted

II,
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by or on behalf of any holder of any ef the bonds or coupons, whether in re-
spect of any moneys at any time in the hands of the fiscal agents or in any
wise involving the fiscal agents; subject only to the responsibilities of the
fiscal agents, as expressed in article 13 hereof.

Eighteenth. All notices, statements of accounts and other communications of
whatever nature to be given or served under the terms of this agreement by the
fiscal agents to or upon the Republic shall be sufficiently given or served If sent
by registered mail or by cablegram addressed to the minister of finance of the
Republic, Montevido, Uruguay.

Nineteenth. This agreement shall run to and bind the Republic, and Hall.
garten & Co. and Halsey, Stuart & Co., (Inc.), as now or at any time hereafter
constituted and their respective successors in business as fiscal agents of the
bonds above mentioned.

In witness whereof, there are signed by the persons first above mentioned,
two counterparts of like tenor in the city of Montevideo on the 19th day of
April, 1926.

At this point there Is added the following as an addition to article 7, omitted
in the transcription thereof:

Addition to article 7. The fiscal agents are also autlirized to send the appro-
priate funds to the office of any of them in Chicago for the payment of bonds
and coupons at that place.

LuIS DE HEBRERA,
RicARDO Cosro,
MANUEL V. RODRIoUEZ,

Secretary.
C. CARRIZOSA,
ALBETo B. HARnoy.

Enrique PIttaluga, notary of the government, certifies: That the signatures
which appear at the end of the foregoing document have been placed thereon In
my presence by the President of the National Council of Administration, Dr.
Don Lufs Alberto de Herrera, by the Secretary of State for the Department of
the Treasury, Don Ricardo Coslo, by the Secretary of said Council, Don Manuel
V. Rodriguez, by the representative of the firm, 11allgarten & Co., Don Camillo
Carrizosa, and by Don Alberto BeltrAn Hardoy in the name of and on behalf
of the corporation, Halsey, Stuart & Co., (Inc.), all being persons known to me,
to which I certify.

And by virtue of the provisions of the superior decree of yesterday, I make
this certificate which I seal, stamp and sign in Montevideo on the 19th of
April, 1926.

[SEAL.] ENRIQUE PITTALUGA,
Notary of the Government.

(Notarial office of the Government and the treasury.)
[BEAU)

(Legation of Uruguay, Washington, D. C.)
Authentic.

J. VARELA,
Minister of Uruguay.

No. 10984

UNITED STATES oF AMERICA,
DEPARTMENT OF STATE.

To all whom these presents shall come, greeting:
I celify that J. V:arel, whose name is subscribed to the paper hereto

annexed, is duly accredited to this Government as Envoy Extraordinary and
Minister Plenipotentiary of Uruguay.3

In testimony whereof I, Frank B. Kellogg, Secretary of State, have hereunto
caused the seal of the Department of State to be affixed and my name sub-
scribed by the chief clerk of the said department, in the District of Columbia,
this 14th day of June, 1926.

[SEAL.] F RK B. KEumo,
Secretary of State.

By E. J. AYERS, Chief Cl1erk .
Department of State United States of America.

I For the contents of the annexed document the department assumes no responsibility.
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MoNTwvmm, May 5, 1926.
Messrs. Camilo Carrizosa, attorney in fact of Hallgarten & Co., and Alberto B.

Nardoy, attorney in fact of Halsey, Stuart & Co. (Inc.).
An apparent discrepancy with respect to the price at which the Republic

may acquire bonds for the sinking fund exists between the provisions of
article 3 of the fiscal agency agreement signed in this city on April 19, 1926,
and those of article 2 of the law of April 18, 1920, and article 1 of the loan
agreement made April 19, 1926, between the Republic of Uruguay and Hall.
garten & Co., in that the fiscal agency agreement states that the bonds
acquired by the Republic for the sinking fund must be acquired at prices not
exceeding par and accrued interest, while the law and loan agreement state
that such bonds must be purchased at less than par.

In order to avoid any doubt on this point, as signatories of the fiscal agency
agreement made April 19, 1926, between the Republic and those whom you
represent, we hereby state and ask you to confirm that article 3 of said
agreement in referring to the bonds which the Republic may acquire for the
sinking fund, Is to be understood in the sense that such bonds acquired by
the Republic must be purchased at less than par and accrued interest.

We are, yours very truly,
Lis A. DE H mnmAv,
RWiAnDo Cosxo,
MANUEL V. RODRIGUEZ,

Secretary.
HALOANXTE & Co.,

By C. CAaRIZOSA,
Attorneyin-f act.

HALsEY, STUART & CO. (INo.),
By ALBERTO B. HABDoY,

Attorney-in.faot.

RPUnuO OF URUGUAY,
DEARTMENT OF THm TzSUzY.

The undersigned, assistant secretary of state for the department of the
treasury, certifies: That the preceding signatures reading 0. Carrlzosa and
Alberto B. Hardoy, are authentic.

In witness whereof, I seal and sign. this instrument in Montevideo on the
10th day of May, 1920.

1. BLAN OO ACEVEDO,
Assistant Secretary.

The undersigned, director of sections of the ministry of foreign afflai
certifies that the preceding signatures which read Luis A. de Herrera, President
of the National Council of Administration, Ricardo Coslo, Secretary of State
for the Department of the Treasury, Manuel V. Rodriquez, Secretary of the
National Council of Administration, and D. Blanco Acevedo, assistant secretary
of state for the department of the treasury, are authentic; in witness whereof
the undersigned seals and signs this instrument in Montevideo on the 10th
day of May, 1926.

[SEAL.] FERNMIN ('ARLOS DE YEREOUI,
Director of Sections.

PjIwuBu c or UBUGUAY, DEPARTMENT OF MONTEVIDEO,
Consulate of the United States of America, ss:

I, 0. Gaylord Marsh, consul of the United States of America at Montevideo,
Uruguay, duly commissioned and qualified, do hereby certify that Fermin
Carlos de Yeregui, whose signature and seal are affixed to the attached docu-
ment, was at the time of signing the same director of sections of the ministry
for foreign affairs at Montevideo, Uruguay, duly appointed and qualified, and
that the aforesaid signature and seal are authentic and as such entitled to full
faith and credit.

Witness my hand and official seal affixed at Montevideo, Urugnag, this 11th
day of May, 1926.

0. GAYLoRD MARSH,
Consul of the United States of Arneriea.

csLem.]
American consulate, Montevideo, Uruguay, Fee No. 38, service No. 872;

fee $2 United States currency equal to $2 Uruguayan currency.

I
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MONTEVIDEO, May 5, 1926.
Dr. Don Luis Alberto do Herrera, president of the national council of adminis-

tration; Mr. Ricardo Coslo, secretary of the treasury of the Republic of
Uruguay; Mr. Manuel V. Rodriguez, secretary of the national council of ad-
ministration; Mr. Canillo Carrizosa, attorney in fact of Hallgarten & Co.;
Mr. Alberto B. Hardoy, attorney in fact of Halsey, Stuart & Co. (Inc.)
We hereby acknowledge receipt, and express to you our conformity with the

contents of, your esteemed letter of this date which states:
"An apparent discrepancy with respect to the price at which the Republic

may acquire bonds for the sinking fund exists between the provisions of
article 3 of the fiscal agency agreement signed in this city on April 19, 1926,
and those of article 2 of the law of April 18, 1926, and article 1 of the loan
agreement made April 19, 1926, between the Republic of Uruguay and Hall-
garten and Co., in that the fiscal agency agreement states that the bonds ac-
quired by the Republic for the sinking fund must be acquired at prices not ex-
ceeding par and accrued Interest, while the law and loan agreement state
that such bonds must be purchased at less than par.

"In order to avoid any doubt on this point, as signatories of the fiscal agency
agreement made April 19, 1920, between the Republic and those whom you
represent, we hereby state and ask you to confirm that article 8 of said agree-
ment in referring to the bonds which the Republic may acquire for the sinking
fund is to be understood in the sense that such bonds acquired by the Republic
must be purchased at less than par and accrued interest.

We are, yours very truly,
HA sNY, STUART & Co. (1M.)

By ALmBEo B. HARDoy,
Attorney in fact.

HALLOARTEN & CO.
By C. OA ARzosA,

Attorney in fact.

FISCAL AGENCY AGREEMENT OF TIlE IEPUBUIO OF URUGUAY (REPOBLICA ORIsN-
TAL DE URUGUAY) AND HALLOABTEN & CO. AND HALSEY, STUArr & 0
(INC.), AS FISCAL AGENTS, MAY 7, 1930--$17,581,000 6 PER CENT EXTEBNALr
SINKING FUND GOLD BONDS, PUBLIC WORKS LOAN DATED MAY 1, 1930, DuX
MAY 1, 1946

REPI;BLIC OF URUGUAY,
CITY OF ]MONTEVIDEO,

Consulate of the United States of America, 88:
I, Prescott Childs, vice consul of the United States of America at the port of

blontevideo, Republic of Uruguay, duly commissioned and qualified, do hereby
certify that Daniel Allende, whose true signature and official seal are, respect.
lively, subscribed and affixed to the foregoing certificate, was, on the 7th day
of May 1930, the day of tile date thereof, acting director of sections of the
ministry of foreign affairs, duly commissioned and qualified to whose official
acts faith and credit are due.

In witness whereof I have hereunto set my hand and the seal of the consulate
at Montevideo, this 7th day of May, 1930.

PRSCOTr CHMIs,
Vice Conul of the Unite4 States of America.

Service No. 415, fee No. 38; fee $2 United States currency equal to $2.16
Uruguayan currency.

American Consulate, American consular service $2 fee stamp, Montevideo,
Uruguay.

[Translation]

FISCAL AGENCY AGREEMENT

The National Council of Administration of the Republic of Uruguay, repre-
sented in this act by its President, Dr. Bsltasar Brum, by the Secretary of State
for the Department of the Treasury, Dr. Javier Mendivil, and by the Secretary
of the National Council of Administration, Don Manual V. Rodriguez, in the
name of and on behlf of the Republic of Uruguay, duly authorized by laws
enacted by the Legislative Power, promulgated the 19th of October, 1928, and
the 25th of April, 1930, of one part, hereinafter called the Republic, and

I



1204 SAT OF FODBIGN BONDS OR SECURITIES

Hallgarten & Co. and Halsey, Stuart & Co., Inc., the first being a co-partner.
ship domiciled in New York, United States of America, and the second, a
corporation organized in accordance with the laws of the State of Illinois,
United States of America, represented respectively by Dr. Bias Vidal and by
Don Alberto Beltran Hardoy, according to powers of attorney, dated April 7,
1930, executed in New York, United States of America, of the other part,
hereinafter called the fiscal agents.

Whereas the Republic desires to provide for an issue of $17,581,000 of external
bonds under the law of October 19, 1928, authorizing the Issue of public debt
for highways and waterways under the law of April 25, 1930, further regulat.
lng the issue of such public debt; and Hallgarten & Co. and Halsey, Stuart &
Co. (Inc.) are willing to act as fiscal agents for such issue of bonds;

In consideration of the premises, the parties hereto do agree as follows:
First. The Republic hereby appoints Haligarten & Co. and Halsey, Steuart

& Co. (Inc.) and their respective successors and parties therefor substituted,
as the fiscal agents of the Republic for all purposes relating to the bonds and
the service thereof, said agency to continue while any of the bonds are out.
standing unless sooner terminated as hereinafter provided.

Second. Said Hallgarten & Co. and Halsey, Stuart & Co. (Inc.), hereinafter
collectively referred to as the fiscal agents, hereby accept said appointment.

Third. The bonds, subject of this agreement (hereinafter called tile bonds)
shall be known as 6 per cent external sinking fund gold bonds, public works
loan; shall be dated May 1, 1930; shall mature May 1, 1064; and shall bear
interest at the rate of 6 per cent per annum, payable semiannually. The aggre-
gate principal amount of the bonds shall be $17,581,000 United States dollars.

Fourth. The principal of (including the principal of all bonds redeemed
through the sinking fund) and the interest on all bonds shall be payable in the
borough of Manhattan, the city of New York, at the office of Hallgarten & Co.
and in Chicago at the office of Halsey, Stuart & Co (Inc.). or their respective
successors as fiscal agents, in United States gol k, in of the standard of weight
and fineness existing May 1, 1930. All such payments shall be made without
deduction for any present or future taxes of the Republic of Uruguay or any
department, municipality, or other authority thereof, and shall be made in time
of war as well as of peace irrespective of the nationality of the holder of the
bonds. Principal and interest shall also be collectible in Montevideo at the
bureau of public debt of the Republic.

Fifth. The permanent bond, shall be: Bearer coupon bonds, registerable as to
principal only, in denomination of $1,000 and $500. and bteel engraved, and
otherwise In form conforming to the requirements of the New York Stock Ex.
change. Pending preparation of the permanent bonds, the Republic may issue
a single temporary printed bond or temporary printed bonds without coupons for
the entire principal amount purchased, exchangeable for permanent bonds before
September 15, 1930. The bonds shall be signed by the envoy extraordinary and
minister plenipotentiary of the Republic to the United States of America or by
the charge d'affalres ad interim of the Republic at Washington, D. C., or by
special delegate of the Republic thereunto duly authorized and shall be in.
pressed with the seal of the legation of the Republic at Washington, D. C. The
permanent. bonds shall also bear the facsimile signatures of the ministro de
hacienda and of the contador general of the Republic and the coupons appertain.
ing to the permanent bonds shall bear the facsimile signature of the minlistro
ule hacienda of the Republic. The bonds shall be authenticated by certification
of tile fiscal agents or some financial Institution selected by them. Such authen-
tication shall be conclusive and the only evidence that the bond so authenticated
has been duly issued under this agreement.

The bonds shall be registerable as to principal at such place in the city of
New York as the fiscal agents from time to time designate; and the Republic
shall cause to be kept at such place books for the registration and transfer of
the bonds. After registration has been made and noted on any bond, no transfer
thereof shall be valid unless made upon the registration books by the registered
owner, in person or by his attorney duly authorized In writing, and similarly
noted on the bond; but the same may be discharged from registration by bElng,
in like manuer, transferred to bearer, and thereby shall become transferable by
delivery, and such bond may again, from time to time, be registered or trans-
ferred to bearer as before. Such registration shall not affect the coupons and
every such coupon shall continue to be transferable by delivery only and shall
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remain payable to bearer and payment thereof to bearer shall fully discharge
the IRepublc and the fiscal agents in respect of the interest therein mentioned,
whether the bond to which it appertains be registered or not.

In case any bond and any coupons thereto appertaining shall be mutilated or
destroyed or lost or stolen, the Republic in its discretion may issue anid at its
request there shall be authenticated a new bond of like tenor and denomination
in exchange and substitution for and upon surrender and cancellation of the
mutilated bond and its coupons or in lieu of or substitution for the bond and its
coupons so destroyed or lost or stolen. The applicant for such substituted bond
and coupons shall furnish satisfactory evidence of the destruction or loss or
theft of the bond and its coupons so destroyed or lost or stolen and indemnity.
satisfactory to the fiscal agents.

Sixth. The bonds shall be a direct obligation of the Republic, which pledges its
full faith and credit for the punctual payment of principal, interest, and sinking
fund and for the fulfillnent of the term,, thereof and hereof.

Seventh. If the lRepublic shall hereafter secure any debt now or hereafter
existing, by specific lien or charge upon any of its present or future assets or
revenues, the bonds shall ipso facto share in such lien or charge equally and
ratably with such other debt. The provisions of this article shall not be con-
strued as applying to any mortgage which the Republic may create upon new
works of industrial or public utility, hereafter purchased or authorized by the
Republic, as security for bond, or other obli,..,atlons which the Republic may
issue for the )'url.se or construction of said works, nor as applying to ally local
tax which may be created in order to furnish funds for the construction of new
roads, railroads, or bridges.

Eighth. For the service of the bonds, the Republic shall semiannually pay
to the fiscal agents at the principal office of Hallgarten & Co. or its successor
as fiscal agent in the borough of Manhattan, city of New York, the sum of
$615,355 in gold coin of the United States of America of or equal to the stand-
ard of weight and fineness existing May 1, 1930, or the equivalent thereof in
New York funds. Of such sum the amount equal to interest next due in re-
spect of outstanding bonds shall be paid as aforesaid not less than 10 flys
prior to each Interest (late: the balance, or that is to say, the part constitut-
ing tile sinking fund, shall be paid to the fiscal agents at least 30 (lays prior
to each interest date; it Is understood, however, that for the sinking fund,
the Republic may deliver to the fiscal agents. at least 30 days prior to each
interest date. bonds of this Issue, with all unm:tured coupons attached, which
shall have been purchased by or for account of the Republic at less than par
and accrued interest and, in such case, such bonds shall be accepted by the
fiscal agents in lieu of cash in an amount equal to the purchase price of such
bonds (less accrued interest) plus the amount of the next due coupon.

In case the bonds tendered by the Republic for the sinkin fund shall have
been purchased otherwise than through the fiscal agents, the Republic shall
simultaneously deliver to the fiscal agents a certificate duly exe..uted on behalf
of the Republic stating the price at which the bonds shall have Ion purchased,
which price to render the bonds eligible In lieu of cash, shall be less than par
and accrued interest, as heretofore in this article set forth.

The Republic shall have the right to increase the amount of any sinking
fund payment.

Ninth. The fiscal agents shall apply sinking fund moneys to the redemption
of the bonds at par, exclusive of accrued interest, on the next succeeding In-
terest date. If the Republic should desire to increase the fixed semiannual
sinking fund payments, it shall notify the fiscal agents by cable at least two
months, prior to each interest date, specifying the amount of cash and/or bonds
acquired by the Republic, by which such fixed semiannual sinking fund pay-
ment is to be increased, and also specifying the price paid for and the principal
amount of such bonds. Whenever the amounts in the sinking fund. including
fixed and extraordinary sinking fund payments in eash, shall not be equivalent
to the total amount of bonds outstanding, there shall he held by and rTiinder the
direction of the fiscal agents a drawing by lot of the said bonds to be redeemed
for the sinking fund, at which a representative of the Republic may he presenL
Such drawing shall be held at least 25 (lays before the interest payment date.
After the drawing has been held. the fiscal agents shall give notice to the
holders of the bonds so drawn, by publication of such notice not less than once
a week for two successive weeks in a daily newspaper of general circulatlon

I



1206 SALE OF FOREIGN BONDS OR SECURITIES

published in the English language In the borough of Manhattan, city of New
York, United States of America, to be selected by the fiscal agents. Such
publication may be made upon any day of the week and in any such newspaper,
but the first publication shall be made not less than 20 (lays prior to the date
fixed for redemption of the bonds drawn. Such notice shall state, in case of
the redemption of the total amount of bonds outstanding, that the Republic
has determined to redeem them and In case the redemption is to be of less than
the entire amount of bonds outstanding the notice shall also state the particu.
lar amount and numbers of the bonds to be redeemed. The notice shall fur-
ther state that the bonds mentioned therein are to be paid for at the office or
offices specified by the fiscal agents and that after said interest payment date
such bonds shall cease to bear interest for the benefit of their respective hold.
ers. Similar notice shall be sent by the fiscal agents through the mails, post-
age prepaid, at least 20 days prior to the date fixed for such redemption of
bonds, to the owners of all registered bonds so to be redeemed, to their
respective addresses appearing on the registry books; provided, however, that
such mailing shall not be a condition precedent to such redemption and fail.
ure so to mail any such notice shall not affect the validity of the proceedings
for such redemption of the bonds. On the date so specified for such redemption
the holder of the bond or bonds so to be redeemed shall surrender the same to
the fiscal agents with all coupons maturing after such re(Iemption date on which
they are to be so redeemed, and upon such surrender the fiscal agents shall pay
to the holder of said bond or bonds out of the funds available for that purpose
the amount payable to him in respect of such redemption of his bonds. In-
terest on all bonds so called for redemption for the sinking fund shall after
said redemption date cease to accrue to the holders thereof, and all coupons
appertaining to such bonds for interest subsequent to said date shall be null
and void.

The bonds shall not be redeemable before maturity except through the opera-
tion of the sinking fund.

Tenth. The fiscal agents shall receive and hold all cash payments made to
them, as aforesaid, until required by the agreement to apply the same-to the
respective purposes for which such payments were made. In the event that
cash sinking fund payments shall be in an amount such that it shall be
impracticable exactly to exhaust such money by call of bonds, the fiscal agents
shall call such principal amount of bonds as shall exhaust nearly as may be,
the cash sinking fund moneys available for the purse and any balance
shall be carried forward and added to the next sinking fund payment.

Eleventh. Against surrender of the appropriate coupons, the fiscal agents
shall make payment on behalf of the Republic at their respective offices in
the cities of New York and Chicago as herein provided, out of any funds
deposited with them for the service of the loan, of the interest on the bonds
and, after interest on outstanding bonds has been provided for, shall, against
surrender of the bonds with all uumatured coupons attached, similarly make pay-
ment of the sinking fund redemption price of bonds called for the sinking fund.
The fiscal agents shall cancel the coupons so paid and the bonds so redeemed
through the sinking fund, as well as the bonds tendered by the Republic to the
fiscal agents in lieu of cash for the sinking fund; and shall, as directed by
the Republic, either return such canceled coupons and bonds to the Republic
or cremate the same and deliver a certificate of cremation thereof to the
Republic. The consul or person in charge of the consulate of the Republic in
New York may be present, as representative of the Republic, at the cancella-
tion of the coupons and the bonds. All bonds and coupons presented to the
bureau of public debt of the Republic for collection shall be immediately
canceled and delivered to the ministry of finance of the Republic, which shall
immediately notify the fiscal agents of the receipt of such bonds and coupons,
specifying the numbers thereof. Nothing In this agreement contained shall be
construed to impose any obligation on the fiscal agents to redeem any bonds
or to make any payments of principal or interest or otherwise with respect
to the bonds or the coupons appertaining thereto, except out of funds previously
deposited by the Republic with the fiscal agents for such purpose.

Twelfth. The Republic hereby authorizes the fiscal agents, or either of them,
to authenticate by certification Indorsed thereon all bonds which may be
executed by the Republic and delivered to the fiscal agents for such purpose,
and to deliver the bonds so authenticated to or upon the order of the Republic.
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The Republic further authorizes the fiscal agents, in their discretion, to appoint
iwy financial institution of good standing in the city of New York, satisfactory
-to the fiscal agents, so to authenticate the bonds, in lieu of the fiscal agents.
The Republic hereby authorizes the fiscal agents to designate a registrar for
the bonds and a place in the city of New York at which they may be registered,
as to principal only; and likewise authorizes the fiscal agents to exercise
:iuch powers and duties with respect to lost, mutilated, destroyed, or stolen
bonds as are above contemplated.

Thirteenth. The fisal agents may represent the holders of the bonds in all
matters-without being required to present or have in their possession any
of the bonds or the coupons thereto appertaining, but this right shall not be
deemed to impose any trust or duty upon the fiscal agents or either of them.

Fourteenth. As compensation for their services hereunder the fiscal agents
shall receive:

(a) For services in connection with the payment of the interest on the
bonds, one-eighth of one per cent of the amount of interest; and

(b) For services in operating the sulking fund and/or with respect to
the payment of the principal of the bonds, one-fourth of one per cent of
the principal amounts of bonds from time to time tendered to or redeemed
through the sinking fund, or paid.

Such compensation shall be paid to the fiscal agents by the Republic at
the time when the funds and/or bonds to be used for any of the aforesaid
purposes are to be paid to or delivered to the fiscal agents, and such payments
or deliveries shall in each instance be increased by or accomapaided by an
amount sufficient to pay such compensation. The Republic shall be under no
responsibility with reference to the apportionment of compensation as between
the fiscal agents, and payments due to the fiscal agents collectively shall be
deemed discharged if made to either of the fiscal agents. The fiscal agents shall
be entitled to receive the usual brokerage commission on all bonds purchased
by them for account of the Republic.

Fifteenth. The fiscal agents may arrange between themselves as to the
proportions in which the service moneys or any other sums received from the
Republic shall be heli on deposit by them respectively for the account of the
Republic. The fiscal agents may treat all moneys deposited with them or their
representatives as general deposits, and shall allow interest on dollar funds at
a rate 2 per cent below tie current New York Federal Reserve Bank rate for
90 days' prime bankers' acceptances: Prorided, holicre, That In ain- case the
rate of Interest on such funds shall nokt be less than 2 per cent per annum.

Sixtee:th. The fiscal agents shall keep proper accounts of all sums received
or expended by them in connection with their agency and will furnish to the
Republic details of these accounts, together with copies of the vouchers for all
expenditures, at half-yearly Intervals and at such other times as the Republic
may reasonably request. A detailed ave-ount so presented by the fiscal agents
shall be considered as accepted hy the Republic unless special objection thereto
he made by the Republic in writing and received by the fiscal agents within 90
days of the mailing of the accounts in question.

Seventeenth. Upon receipt of each semiannual statement rendered as afore-
said the Republic will promptly reimburse to the fiscal agents all sums expended
by them In good faith in the execution of any services or duty arising out of
this agreement or in connection with the bonds or the service thereof.

Eighteenth. In the exercise of any of their functions hereunder the fiscal
agents may employ, appoint, and act through such agents or attorneys as they
may think fit and may obtain and rely on the advice of counsel, without addi-
tional expense to the Republic.

Nineteenth. Each of the fiscal agents shall be answerable to the Republic
or to the bondholders severally only and only for its own failure to exercise
good faith and reasonable care.

Twentieth. The fiscal agents may act in reliance upon any instructions or
advices believed by them to be genuine and authorized, received by cable or
otherwise and purporting to come from the Republic or from any official thereof,
and shall be relieved from all responsibility for any acts performed by them In
reliance upon any cabled instructions or advices or other communications under
due observance of usual precautions.

92928-32-PT 2----58
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Twenty-first. The fiscal agents or either of them may at any time withdraw
or resign from their agency, on giving notice to the Republic of such intention
on their part, specifying the date on which It is desired such resignation shall
become effective, provided that such notice shall be never less than two months
unless the Republic agrees to accept less notice. Upon the resignation or
failure to act of any fiscal agent hereunder, a successor shall be appointed by
the Republic, which, in the case of a successor to llallgarten & Co., or its suc.
cessor, shall be a responsible financial firm or institution having an established
place of business In the Borough of Manhattan, the city of New York, and
in the case of a successor to Halsey, Stuart & Co. (Inc.), or its su,,cessor, shall
be a responsible Inancial firm or institution having an established place of
business in the city of Chicago. provided that any such successor shall be ap-
proved by the remaining fiscal agent, If any. Pending such appointment the
remaining fiscal agent, if any, may act as sole fiscal agent, and may exercise all
rights and duties of the fiscal agents in connection with the bonds and the
service of the loan.

Twenty-second. The Republic will at all times Indemnify and hold harmless
the fiscal agents and each of them from and against all claims, demands.
actions, suits, or proceeding whatsoever which may be made, instituted, or prose-
cuted by or on behalf of any holder of any of the bonds or coupons. whether in
respect of any moneys at any time in the hands of the fiscal agents or in any
wise involving the fiscal agents: subject only to the responsibilities of the fiscal
agents, as expressed in article nineteenth hereof.

Twenty-third. All notices, statements of accounts and other communclations
of whatever nature to be given or served under the terms of this agreement
by the fiscal agents to or upon the Republic shall be sufficiently given or served
if sent by registered mail or by cablegram addressed to the minister of finance
of the Republic in Montevideo.

Twenty-fourth. This agreement shall run to and hind the Republic, and
Hallgarten & Co. and Halsey, Stuart & Co. (Inc.), as now or at any time here-
after constituted and their respective successors in business as fiscal agents of
the bonds above mentioned.

In witness whereof, there are signed by the persons first above named,
two counterparts of like tenor in the city of Montevideo. on the 7th (lay of
M-, 1930. BALTASAR BBUm,

JAVIER MENDIVIL.,
MANUEL V. RoDuxoum,
BLAs VIDAL,
ALBERTO B. HARioy.

1, Luis Mattlanda. notary of the Treasury Department of the Republic of
Uruguay, certify: That the signatures affixed to the foregoing document were
made in my presence by the following persons: by the president of the National
Council of Administration, Dr. Balthasar Brum; by the Secretary of State
for the Department of the Treasury, Dr. Javier Mendivil and the secretary
of the above-mentioned council, Mr. Manuel V. Rodriguez, on behalf of the
State: and by Dr. Bias Vidal and Don Alberto B. Hardoy, as special attorneys
in fact of Haligarten & Co. and Halsey, Stuart & Co. (Inc.), respectively, all
these persons by me known, and in accordance with the provisions of the
decree of yesterday, I hereby sign, stamp, and seal this certification, in Monte-
video, on the 7th day of May of the year 1930. Lnxs MaTTrANDA,

Notarial Offlce of the Treasury Department.

MINISTRY OF PUBLIC INsTRUCTION

The signature of the notary of the Treasury Department, Mr. Luis Mattianda,
is hereby authenticated. MONTEI~DEO, May 7, 1980.

J. ALnzxo SOSA, Section Chief,
(Ministry of Public Instruction),

(For the Minister.)

I
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MINISTRY OF FOREIGN AFFAIRS OF THE REUWBLIC OF URUGUAY, SEQRErAWIAT

The signature of Mr. J. Alberto Sosa, section chief of the Ministry of Public
Instruction, is hereby authenticated. No. 1067, Montevideo, May 7, 1930.

DAN m ALLEDE,
(For the Director of Sections.)

IEPUBJUO OF URUGUAY, CITY OF MONTEVIDEO,
Consulate of the United States of Ameroa, 8a:

I. Prescott Childs, vice consul of the United States of America at the port
of Montevideo, Republic of Uruguay, duly commissioned and qualified, do hereby
certify that Daniel Allende, whose true signature and official seal are, respec-
tlively, subscribed and affixed to the foregoing certificate, was, on the 7th day of
May, 1930, the day of the date thereof, acting director of section of the ministry
of foreign affairs, duly commissioned and qualified, to whose official acts faith
and credit are due.

In witness whereof I have hereunto set my hand and the seal of the consulate
at Montevideo, this 7th day of May, 1930.

Pxzbon CL=9,
Vce Oonsul of the United States of America.

Service No. 415. Fee No. 38. Fee $2 USCy. equal to 2.16 Uru. Cy. (Ameri-
can Consulate, American Consular Service $2, fee stamp, Montevideo, Uruguay.)

FISCAL AGENCY AGIREEMENT OF TIE I(Ii'UBIAC OF CtIIIoE AND KISSEI., KINNICUTT
& CO. AND II.\LrG.IVTEN & Co., DATED OCTOBIEII 18TH, 1926

Agreement, dateil October 18, 1926, made in the city of New York, United
States of America, between Republic of Chile (hereinafter called the Re-
public) represented by its ambassador to the United States of America, Don
.Miguel Cruchaga Tocornal thereunto duly authorized by a decree of the Presi-
dent of the said Republic dated the 14th (lay of October, 196, and pursuant
to the authority vested in the said President, party of the first part, and Kissel,
Kinnlcutt & Co. and Hallgarten & Co., each a partnership having a principal
office in the city of New York, United States of America (together hereinafter
called the Bankers), parties of the second part.

In consideration of the mutual promises herein contained, tile parties hereto
agree as follows:

ARTICLE I. A'TIlOl:IZ.\TION .ND PURPOSE OF BOND ISSVE

First. The Republic inakes the following representations and agreements:
1. Under the following laws of the Republic, No. 3835, promulgated .anuary

23, 1922, No. 384h, promuglated February 21, 1922. and No. 4087, promulgated
September 1, 19;26, the President of the Repulblie is validly authorized to
cause to be issued bonds of the Republic (in addition to any such bonds here-
tofore issued in pursuance of said laws or any of them) of the aggregate face
amount of not less than $42,500,000 in gold coin of the United States of Amer-
lea or its equivalent in English pounds sterling at $4.8665 per pound and upon
the terms and conditions contemplated in this agreement (the bonds so con-
templated being herein referred to as the bonds).

2. The President of the Republic is duly authorized to issue and sell bonds
for a sum less titan the face amount and interest accrued to the (late of pay-
ment therefor and upon such other terms and conditions not inconsistent with
said laws as lie deems convenient; and he has authority to delegate to the
said ambassador the execution of this and other necessary agreements in con-
nection with the issue of the said bonds.

3. Upon the execution of this agreement on behalf of the Republic by sala
ambassador the same will be the valid and legally binding obligation of the
Republic, without any necessity for further action or approval by any other
Chilean authority, and the bonds (and the coupons thereto attached) when
issued under this agreement will be valid and legally binding obligations of
the Republic according to the terms of said bonds and coupons and of this
agreement.

4. The proceeds of the bonds will be used by the Republic for the purposes
set forth in said laws; and the fiscal agents shall he under no obligation or
duty whatsoever to the bondholders in respect of the application by the Re-
public of the proceeds of the bonds.
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ARTICLE 2. TIHE BONDS

Second. Tile bonds shall be known as Republic of Chile 6 per cent external
sinking fund gold bonds; shall be dated October 1, 1926; shall nature .April
1, 1960; and shall bear Interest at 6 per cent per annum payable semiannually.
The aggregate principal amount of said bonds shall be $42,500,000 in gold coin
of the United States of America or, at the option of the holder, its equivalent
in English pounds sterling at $4.865 per pound. For the amortl;ation of the
bonds, the Republic will provide a cumulative sinking fund of 1 per cent per
annum payable in s(,Jdlannual installments beginning March 15, 1927, each
equal to one-half of 1 per cent of said Imtaxinum total amount of the bonds
plus a sum equal to six months' Interest on all bonds redeemed or otherwise
retired, which sinking-fund payments shall ie applied to the redemption of
said bonds as hereinafter provided. All bonds not previously redeemed or
retired through operation of the sinking fund shall be due and payable on April
1, 1960. Bonds purchased by the, Republic at prices not exceeding their face
value and accrued interest may be surrendered to the sinking fund in lieu of
cash as hereinafter provided. The Republic, at Its option, may Increase the
amount of any sinking-fund payment.

Third. All payments of interest and principal including principal of bonds
called for the sinking fund shall be made in gold coin of the United States of
America of or equal to the standard of weight and tineness existing on October
1, 1920, or, at the option of the holder in English pounds sterling at the rate of
$4.8M05 per pound sterling. All payments of principal nnd interest shall he
made at the offices of the fiscal agents in the United States of America or in
tile case of sterling payments at the offices in Great Birilain of J. Henry
Schroder & Co., subfiscal agents.

Fourth. The bonds shall constitute tile direct external obligation of tile
Republic, and tile Republic hereby pledges Its full faith and credit for the due
and punctual payment of principal and interest and oi,1ll amounts required
for the service of the loan, in time of war as well as iln time of peace, irrespec-
tive of the nationality of any holder of the bonds, and for due performance by
the Republic of all its obligations set forth herein and in the bonds.

Fifth. Principal, interest, and sinking fund slall be paid by tile Republic
without deduction for any taxes or Imiposts of whatsoever nature now or here-
after levied by tile Republic or any political subdivision thereof or other Chilean
authority, and the Republic agrees to assume any such taxes which ilnay be
imposed upon tile bonds or tile owners thereof on account of such ownership.

Sixth. If after October 1, 1926, any debt, external or internal of tile Repub-
lic, now or hereafter existing, shall be or become secured by specific lien or
charge upon any of its present or future assets or revenues, these bonds shall
share in such lien or charge equally and ratably with such other debt and the
Republic will take such action as may be requisite to give effect hereto.

ARTICLE 8. FORMAL PROVISIONS CONCERNING BONDS

Seventh. The bonds shall be in denominations of $1,000 and $500 and their
respective equivalents in English pounds sterling tit the rate of $4.8665 per
pound, in such proportions and numbered in such manner as tile fiscal agents
may determine.

Eighth. The bonds shall be bearer coupon bonds, registerable as to principal
only, at such agency or agencies as the fiscal agents from time to time desig-
nate, at which the Republic shall maintain books for the registration and trans-
fer of the bonds. Every bond shall be transferable by delivery, unless regis-
tered as to principal In the name of the owner upon the registration books.
After such r-gistration, no transfer shall be valid unless made on said books
by the reylstered owner, in person or by attorney duly authorized in writing.
and similarly noted on the bond: but any bond may be discharged from regis-
tration by being in like manner transferred to bearer, and thereupon shall
become transferable by delivery; and such bond may again, from time to time,
be registered or transferred to bearer as before. Such registration shall not
affect the negotiability of the coupons, and every coupon shall continue to be
transferable by delivery only, and shall remain payable to bearer, and payment
thereof to bearer shall fully discharge the Republic and the fiscal agents in
respect of the Interest therein mentioned, whether the bonds to which such
coupon appertains be registered or not. As to every bond registered as to prin-
cipal, the person in whose name the same Is registered shall for all purposes
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(except the payment of interest represented by the coupons) hIe deemed the
owner thereof, and payment of or on account of the principal shall Ie made
only to or upon the order of such registered holder. Tle Republic and the
fiscal agents may treat the bearer of any bond not registered, and the bearer
of any coupon for interest on any bond, whether such bond be registered or not,
as the absolute owner of such bond or of such coupon for the purpose of re-
ceiving payment thereof and for all other purposes, any notice to the contrary
notwithstanding.

Ninth. In case any bond or coupon shall be mutilated, destroyed, lost, or
stolen, the Republic shall issue, and the fiscal agents shall cause to be authen-
ticated and delivered, a new bond or coupon of like tenor and denomination,
In exchange and substitution for and upon surrender atld cancellation of such
mutilated bond (with its coupons, if tny), or coupon, or in lieu of and substi-
tution for the bond (with its coupons, if any), or coupon, so destroyed, lost,
or stolen. The applicant for such substituted bond or coupon shall furnish
evidence of the destruction, loss, or theft of the bond (with its coupons, if any),
or coupon, so destroyed, lost, or stolen, and indemnity. satisfactory in each case
to the fiscal agents.

Tenth. The bonds shall be signed fit the city of New York. They shall bear
the facsimile signature of the Chilean Ambassador in Washington and the
manual counter-signature of the Consul General of Chile in the United States
of America and shall also be scaled with the seal of the Chilean Republic. The
coupons shall also bear the facsimile signature of said ambassador. No bond
shall be valid for any purpose unless the same shall first be authenticated by
a certificate endorsed thereon by the fiscal agents, or same financial institution
selected by them; and such authentication shall be conclusive evidence, and the
only evidence, that the bond so authenticated bas been duly issued hereunder.
The fiscal agents are hereby instructed by the Republic to authenticate or
cause to he authenticated $42.,500,000 principal amount of bonds, and to deliver
the same in accordance with instructions from thie Republic.

Eleventh. The text of the bonds and coupons shall be in English and shall
be in the form customary in the city of New York. In accordance with the
custom of the New York Stock Exchange the bonds shall contain a provision
whereby the Republic certifles and declares that all acts, conditions and things
required to be done and performed and to have happened precedent to and in
the creation of the loan and the issue of the honds thereof, have been done
and performed imd have happened In lume ind strict compliance with the con-
stitution and laws of the Republic.

Twelfth. The definitive bonds slall be engraved in New York In such form
as to comply with the requirements of the New York Stock Exchange. Pending
the engraving and execution (if definitive bonds, the Republic shall execute
and deliver to the fiscal agents for authentication temporary printed bonds,
in such denominations as the fiscal agents may request, and substantially
of the tenor of the bonds herein described, but without coupons or with not
more than one coupon, and with such omlsions, insertions and variations as
the fiscal agents may approve. If the temporary bonds are issued without
coupons, payment of Interest shall be made only upon presentation of each
temporary bond for notation of each such payment thereon. The temporary
bonds may but need not bear the engraved facsimile signature above mentioned
or the seal of the, Repulblie smii the coupons, if any, shall bear the facsimile
signature of said Chilean Ambassitlor or some other duly authorized representa.
tive of the Rlelili'. The form of the temporary and definitive bonds shall in
all respects comply with the regulations of the New York Stock Exchange,
Subject to such regulations as tile fiscal agents may prescribe, temporary bonds
shall be exchangeable, without cost to the holder, upon surrender and cancel.
nation, for the same aggregate principal amount of definitive bonds. The Repub.
lic will cause definitive bonds to be prepared, executed and delivered to the
fiscal agents its promptly as possible for the purpose of making such exchanges.
The fiscal agents shall have charge, on behalf of the Republic, of all matters
in regard to the preparation of the temporary and definitive bonds.

AaTIciz ]V.-Seiics of the loan
Thirteenth. The amount required fom' the semiannual service of the loan

represented by the $42.500,000 principal nimount of bonds to le Issued here.
under. exclusive of the slims iyablh lby the Republic to the fiscal agents for
their compensation amnd expenses, consists In each case of a uniform amount of
$1,487,500 comlnrising-
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(a) The semiannual sinking fund payment, consisting of the amount of
$212,500 being one-half of 1 per cent of the total amount of the loan, plus an
amount equal to six months' interest on all bonds redeemed or otherwise retired
through the operation of the sinking fund prior to the next semlantial interest
date; and

(b) The semiannual interest payment, consisting of an amount equal to six
months' interest on all bonds not redeemed or otherwise retired prior to tile
next semlannual interest date.

Sail] semiannual sinking fund payment Is calculated to retire the entire
issue of the bonds not later than maturity.

Fourteenth. Each such aggregate fixed sum necessary for the seml-annual
service of the loan shall be paid as follows:

(a) At least 15 days prior to each semiannual Interest payment date, the
Republic shall pay the semiannual sinking fund payment it gold coin of the
United States of America to the fiscal agents at their offices in New York City
or, if and to the extent. that the fiscal agents shall previously request. in Eng.
lish pounds sterling to the subfiscal agents at London. In lieu of making all
or any part of any sinking fund paynmelt in cash, tltl Repuldic may deliver
to the fiscal agents for surrender to the sinking fund, tiny hontds, with all
unmatured coupons attached, purchased by the Republic at a price not exceed.
ing par, exclusive of accruedi interest anl coinanissions, accompanied by certifi-
cates of the Republic stating at what prices such bonds were so purchased,
and such bonds shall he accepted in lieu of cash in ntl auuitolat equal to the
purchase price (exclusive of accrued Interest and coniailssions) plus the
amount of the coupon due on said next Interest date.

(b) At least 10 days prior to each semiannual interest payment date the
Republic shall pay the semi-annual interest payment in gold co:n of tt United
States to the fiscal agents at their ofli,-es in New York City, or, it' and to the
extent that the fiscal agents shall previously requst, in English pounds Sterling
to the subfiscal agents at London.

Fifteenth. Except as hereinafter provided, upoin the receipt of each such
semiannual sinking fund payment, the fiscal agents shall alpply that i art of
the same paid in cash to the redemption of bonls on the ni-xt s(iiiii-1u1al
interest payment date; provided, however, that if such moneys shall anilutoi to
less than $5,000. such sum may be carried forward and added to the next
sinking fund payment. Such redemption shall be effected in the following
manner: The particular bonds to be redeemed on each occasion shall be deter-
mined by lot by drawings conducted by the fiscal agents in New York at which
a representative of the Republic may be present if the Republic so requests.
Drawings shall be held not later than the twelfth day immediately preceding
the next semiannual interest payment date. Notice of such redemption shall
be published at least twice in one or more newspapers of general circulation
!n New York City selected in each instance by the fiscal agents, and shall also
be given and published in such manner, either in New York or elsewhere, as
the fiscal agents may prescribe. The first publication shall be made at least 10
days immediately preceding the next semiinnual interest payment 4ate. Such
notice shall state the numbers of the bonds to he redeemed (unless all oat-
standing bonds are to be redeemed), the date (which shall be the tiext send-
annual Interest Iayment date) and the places in New York City awtd London
(which shall be designated by the fiscal agents) for surrender and payment.
On the date an(] at the place so specified. the holder of ea.tcll 1iond thus called
for redemption shall surrender the stme. withi all coupon% matluring after such
date. Upon such surrender, the fiscal agents or tht London subfiscal agents
shall cause to be pail to the holder of each such bown, oit of the funds provided
for that purpose by the Republic, the principal amount of such bond. Any bond
thus called for redemption and not so surrendered shall ce.aise to bear Interest
after said redemption date, and all coupons for subsequent Interest shall bt, void.

Sixteenth. All bonds tendered for or redeemel by the sinking fund. and the
coupons thereto appertaining. shall be canfelled and returned to the tepublic,
and no bonds shall be Issued in lieu lheref.

Seventeenth. The Republic. at its option, may uIcrease tlt, amount of .any
semiainnual sinking fund payment. In that event it -hall notify the fiscal
agents at least 60 days prior to the next succeeding interest ilite. sliceifyiug time
amount by which such semiannual sinking fund payment is to) be increased; and
shall pay the entire sinking fund payment as so creased at hast 340 days
prior to such interest date.
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Whenever any semiannual sinking fund payment, whether Increased or not,
Is made wholly or partly il cash to the fiscal agents prior to the fifteenth day
preceding the next semiannual interest payment date, the Republic way instruct
then to apply such cash at any time prior to the fifteenth day p)re.ling the
next semiannual interest payment date, to the purchase of bonds for the account
of the Republic, at the lowest prices olitainable in the judgnient of the fiscal
agents, not exceeding principal amount exclus:ve of accrued interest. All bonds
so purchased shall be surrendered and credited to the sinking fund as herein-
before provitu:. Anjy such cash remaining unexpended in the hands of the
fiscal agents on the fifteenth day preceding the next semiannual interest pay-
ment date shall be applied to the redemption (if bonds for the sinking fund
's above provided. The bonds slall not be redeemable except through the
sulking fund.

Eighteenth. Nothing in this agreement contained shall be construed to impose
any obligation Oil the fiscal agents or the London subtlscal agents to redeem any
bonds or to make any payments of principal or interest or otherwise with
respect to the bonds or the interest coui ,ns, except out of funds previously
received front the Republic for suchl purl ose.

Nineteenth. With each sentiannual sinking fund and/or interest payment, the
Republic shall pay, in United States of America gold coin, to the fiscal agents
in New York City a suit sufficient to pay the compensation payable to the
Ilsu'al agemtb., with respect thereto.

ARTICLE V.-M'e dscVal agents
Twentieth. The Republic hereby appoints Kissel, Kinnlcutt & Co. and Hall-

garten & Co., and their respective successors in business (subject to the approval
by the Republic of such successors). the fiscal agents for all purposes relating
to the bonds and the service of the loan represented thereby; and said firms
hereby accept such fiscal agency, subject to the provisions of thi .Agreement.
Such appointment shall continue while any of the bonds remain oetstuding,
unles, sooner terminated as hereinafter provided.

Twenty-first. Tite Republic hereby consents that the fiscal agents may
represent thl holders of tle bonds In all matters, but this provision shall not
impose any trust or duty in favor of the bondholders upon the fiscal agents or
either of them.

Twenty-second. A compensation for their services hereunder, the fiscal agents
shall receive from the Republic one-eighth of 1 per cent of all amounts paid on
account of Interest on bonds, and one-eighth of 1 per cent on the face amount
of all bonds redeemed for the sinking fund or otherwise retired or paid. The
fiscal agents shall be entitled also to receive the usual brokerage commission on
all bonds purchased by them for account of the Republic for surrender to the
sinking fund or otherwise.

Twcnty-third. The Republic shall pay the usual charges for registering, the
expenses in connection with the redemption of bonds, including publication of
notice, and all other expenses Incurred b.v the fiscal agents in good faith in
connection with their agency. Such payments shall be made with interest at
5 per cent upon the rendering of an account in reasonable detail to the Republic.
Any such account shall be considered accepted by the Republic unless objection
thereto be made by time tRepubllc In writing and received by the fiscal agents
within 90 days from tihe mailing of the account in question.

Twenty-fourlh. The Republic may pay any service moneys payable to the
fiscal agents in pursuance of this agreenent, to the fiscal agents Jointly, or to
either of them. The fiscal agents and the London subfiscal agents may arrange
between themselves is to the proportions in which such moneys or any other
sums shmill lie fiehl ont deposit by them respectively for the account of the
Republic.

Twenty-fifth. The Republic shall tit all tintes indemnify and protect each
of the fiscal agents and the London sublilseal agents against all claims, demands
and actions which many be Instituted lit behalf of any bondholder, whether in
respect of moneys at any time In the lunds of tit, fiscal agents or otherwise,
subject only to time responsibility expri ssed lit paragraph 26 hereof.

Twenty-.sixth. Each of the fiscal agents and time London subfiscal agents shall
be answerabh t the Republic or to the bondholders only for Its own failure to
exercise good faith or for gross negligence. Neither of the fiscal agents nor the
London subflIscal agents shall be responsible to the Republic or to the bond-
holders for any sumis paid to or deposited with others nor for the act or oimisslon
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of others. The fiscal agents, or either of them, or the London subflscal agents,
may consult counsel in regard to their duties under this agreement, and shall
be fully protected in relying and acting upon the advice of counsel of recognized
standing selected by them or any of them.

Twenty-seventh. The fiscal agents may designate any financial institutions
of good standing in the city of New York or elsewhere as the registrars of the
bonds. The fiscal agents may appoint financial institutions to authenticate
the bonds as hervinbefore provided as agents for both of them, or each of them
may appoint agents to act in its own behalf for such purpose. In both ca.s. the
fiscal agents shall submit such appointments for the approval of the Republic.

Twenty-eighth. The fiscal agents may appoint (on their responsibility, unless
such appointment be approved by the Republic) one or more additional sub.
fiscal agents in the United States of America or Europe as paying agents for the
principal and interest of the bonds and with whom the fiscal agents may
deposit funds of the Republic designated for the payment of principal or interest
on the bonds and whose names may appear on the bonds and coupons; it being
understood that payments other than in United States of America dollars or
pounds sterling made at the offices of such subfiscal agents other than those in
the United States of America or Great Britain shali be made in any other
currency only at the then current buying rate for dollars or sterling. The fiscal
agents and subfiscal agents may make such arrangements between themselves
as they may deem appropriate for the interchange of funds and for the drawing
by one fiscal agent or subfiscal agent against funds of the Republic held by
another fiscal agent or subflscal agent and in general for facilitating the payment
of bonds and coupons which may be presented to any of them. The Republic
shall be credited or debited as the case may be with any net profit or net los or
cost which may result from the conversion of dollars to pounds or pounds to
dollars in connection with the reirittance or exchange of funds necessary for
service payments. The compensation of all subflscal agents shall be paid by the
fiscal agents.

Twenty-ninth. Either of the fiscal agents or the London subfiseal agents may
act in reliance upon any instructions or advices, received by cable or otherwise
as purporting to come from the Minister of Finance of the Republic or from the
Chilean Ambassador in the United States of America. or from the Chilean
Minister in Great Britain, or in default of these, from the charge d'affaires in
either country, and shall incur no responsibility by so doing.

Thirtieth. Either of the fiscal agents or the London subfiscal agents may at
any time resign from the agency by giving notice of such intention to the
Republic, specifying the date on which such resignation shall become effective,
provided that such notice shall not be less than 30 days. unless the Republic
agrees to accept less notice. Upon the resignation or failure to act from any
cause of either of the fiscal agents hereunder, the remaining fiscal agent shall
act as sole fiscal agent and may exercise all powers of the fiscal agents. Upon
the resignation or failure to act frot any cau.-e, of both of the fiscal agents.
the financial institution which shall theretofore have been designated for the
resignation of bonds in the city of New York shall act as sole fiscal agent. In
the the event that at any time there shall be no fiscal agent in office, the Re-
public shall provide at least one fiscal agent in the city of New York to attend
to the services of the loan. Upon the resignation or failure to act of tile London
subfiscal agents the fiscal agents may, with the consent of the Republic, appoint
their successors.

Thirty-first. Neither of the fiscal agents nor the London subfi-cal agents shall
incur any liability whatsoever to the Republic or to the bondholders or to any-
one else, in acting in reliance upon any bond, coupon, or other instrument be-
lieved to be genuine.

Thirty-second. All moneys received by either tf the fiscal agents for the
service of tile loan may be held until paid out in accordance with tile terms of
this agreement, as a general deposit, and the fiscal agents agrue to pay interest
at a rate 2 per cent below the discount rate fixed by the New York Federal
Reserve Bank.

Thirty-third. Either of the fiscal a-ents or tile London subfiscal agents may
purchase or otherwise deal in any of the bonds, with tile same, rights as though
not acting as such.

ARTICLE VT. MISCELLANEOUS PROvISIO S

Thirty-fourth. Any notices, requests or instructions or orders for the pay-
ment of money or the delivery of securities which may be required to be given
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by one party to the other, shall be deemed sufficient (unless herein otherwise
expressly providedd), If given In writing in English as follows:

(a) If from the fiscal agents to the Republic, over the signature of either of
the fiscal agents by any member of the firm, delivered to the Chilean ambassa-
dor In Washington or by cable addressed to the Minister of the Treasury of the
Republic, provided that a copy of such cable is delivered on the day it is sent
or on the following business day at the Chilean Embassy In Washington.

(b) If from the Republic to the fl,scal agents, then by delivery at the office
of either of the fiscal agents in New York either over the signature of the
Chilean ambassador iti Washington, or by cable addressed to either of the
fiscal agents at its office in the city of New York by any duly authorized official
of the Republic airl confirmed In writing to the fiscal agents by the Chilean
ambassador in Was !,ngton.

Thirty-fifth. In case the Republic should be unable to make the payments
herein contemplated in New York City. on account of a state of war or other-
wise, the Republic sliall deposit all such payments in a bank designated by the
fiscal agents in any neutral country.

Thirty-sixth. At the request of the fisval agents nmde at any time, the
Republic will furnish all Information and sign all applications and other docu-
ments necessary or suitable for procuring the listing of the bonds upon the
New York Stock Exchange and/or any other like institution.

Thirty-seventh. In compliance with any reasonable request made by the
fiscal agents at any time, the Iepudlic will furnish them with all information
in regard to Its revenues, expenses, financial affairs, and general condition.

Thirty-eighth. T1his agreement shall inure to the benefit of and be binding
on the Republic on the one hand, and on the other hand Kissel, Kinnicutt &
Co. and llallgarten & Co., and their respective successors in business as fiscal
agents of the l)n(Ids.

In witness wmereof, tile above-mentiloned parties have executed this agree-
ment In triplicate in the manner herehlabove recited.

REPUBLIo OF CHILE,
By MicuEr, CaUCmAoA TOCORNAL,
Ambassador of the Republic of Chile

to the United States of Anerioa.
KISSEL, KINNICUTT & Co.,

By WILLiAM FRUSON,
A General Partner.

UALLGARTEN & CO.,
By MAX HORWITZ,

it General Partner.

STATE OF NFEw YORK,
County of New York, 8s:

On the 18th day of October, 1926, before ine personally appeared Miguel
Cruchaga Tocornal, to me known and kown to me to be the person who is
described in and who executed the foregoing instrument as Ambassador of the
Republic of Chile to the United States of America, an(l he acknowledged to
me that he executed tihe same as such ambassador, thereunto duly authorized
on behalf of said Republic of Chile, as its act and deed.

[SMAL.1 L.%UlENCE ATi)EN C.RosnY,
Notary Public, Wctcheater County.

Certiilcate filed in New York County, New York County clerk's No. 478, Reg-
ister No. 8364. Commission expires March 30, 1928.

STATE OF NrE Yoamc,
County of New York, s8s:

On this 18th day of October, 1920, before me personally appeared William
Ferguson, to me known to be a member of the firm of Kissel, Kinnicutt &
Co., and the person describedd in and who executed the foregoing instrument in
the firm name of Kissel. Kinnicutt & Co., and acknowledged that he executed
the same as the act and deed of said firm of Kissel, Kinnicutt & CO.

[SFA,.J I,.%iENcE Aunx Crosny,
.Votary Public, Westehe8ter County.

Certificate filed in New York County, New York County Clerk's No. 478.
Register No. 8364. Commission expires March 30, 1928.
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STATE OF Ntnv YoRIi,
County of New York, 8s:

Oil this 18th day of October, 1926, before e me personally appeared Max
Horwitz, to me known to be a member of the firm of Haligarten & Co., and
the person described in and who executed the foregoing instrument in the firm
name of Ilallgarten & ('o., and acknwledged that he executed the same as
the act and deed of said firing of Hallgarten & Co.

[SEAL.] LAUIENCE ALDEN CROSBY,
Notary Publio, Westche8ter County.

Certificate filed in New York County, New York County Clerk's No. 478.
Register No. 8364. Commission expires March 30, 1928.

FISCAL AGENCY VAGWEMENT OF TIE It.PUIC OF CHIE AND KlssErL, KINNICUTT
Co. AND HA.LOARTEN & Co., DATED FEBRUARY 1, 1927

Agreement, dated February 1, 1927, made In the city of New York, United
States of America, between Republic of Chile (hereinafter called the " Itepub-
lie") represented by its anlhassador to the United States of America, Don
Miguel Cruchaga Tocornal thereunto duly authorized by a decree of tile Presi-
dent of the said Republic, dated tie 31st day of January, 1927, and pursuant
to the authority vested in the said President. party of the first part, and Kissel,
Kinnicutt & Co. and Haligarten & Co., each a partnership having a principal
office in the city of New York, United States of America (together hereinafter
called the "Bankers "), parties of the second part.

In consideration of the mutual promises herein contained, the parties hereto
agree as follows:

ARTICLE 1. AUTHORIZATION AND PURPOSE OF BOND ISSUE

First: The Republic makes the following representations and agreements:
1. Under tie following laws of the Republic, No. 3835, promulgated January

23, 1922, No. 3849, promulgated February 21, 1922, and No. 4087, promulgated
September 16, 1926, the President of tile Republic is validly authorized to
cause to be issued bonds of the Republic (in addition to any such bonds here-
tofore issued in pursuance of said laws or aiy of theia) of the aggregate face
amount of not less than $27,500,M,0 i gold coin of the United States of
America or its equivalent in English pounds sterling at $4.8665 per pound and
upon the terms and conditions contelmplated in this agreement (the bonds so
contemplated In this agreement (being herein referred to as the "bonds").

2. The President of the Republic is duly authorized to Issue and sell bonds
for a sum less than the face amount and interest accrued to tile date of payment
therefor and upon such other terms and conditions not inconsistent with said
laws as he deems convenient; and he has authority to delegate to the said
ambassador, or to the ehargd d'affaires ad interim of the Republic at Wash-
ington, D. C., the execution of this and other necessary agreements in connec-
tion with the issue of the said bonds.

3. Upon the execution of this agreement on behalf of the Republic by said
ambassador, or by the ehargd d'affalres ad interim of the Republic at Wash-
Ington. D. C.. the same wIll be the valid and legally binding obligation of the
Republic, without any necessity for further action or approval by any other
Chilean authority; and the bonds (and the coupons thereto attached) when
issued under this agreement will be the valid and legally binding obligations
of the Republic according to the terms of said bonds and coupons and of this
agreement.

4. The proceeds of tile bonds will be used by the Republic for the purposes
set forth In said laws; and the fiscal agents sh1all be under no obligation or
duty whatsoever to the bondholders In respeet of the appllcathit by the Re.
public of the proceeds of the bonds.

ARTICLE 2. THE BONDS

Second. The bonds shall be known as " Republic of Chile 6 per cent external
sinking fund gold bonds "; shall be dated February 1, 1927; shall mature Feb-
ruary 1, 1961; and shall bear interest at 6 per cent per annum payable semi-
annually. The aggregate principal amount of said bonds sball be $27,50),000
in gold coin of the United States of America or, at the option of the holder, its
equivalent in English pounds sterling at $4.8605 per pound. For the annortiza
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tion of the bonds, the Republic will provide a cumulative sinkijg fund of 1
per cent per annum payable in semiannual installments beginning July 15, 1927,
each equal to one-half of 1 per cent of said maximum total amount of the
bonds plus a sum equal to six months' interest on all bonds redeemed or other-
wise retired, which sinking fund payments shall be applied to the redemption
of said bonds as hereinafter provided. All bonds not previously redeemed or
retired through operation of the sinking fund shall be due and payable on
February 1, 1961. Bonds purchased by the Republic at prices not exceeding
their face value and accrued Interest may be surrendered to the sinking fund
in lieu of cash as hereinafter provided. The Republic, at its option, may In-
crease the amount of any sinking fund payment.

Third. All payments of interest and principal including principal of bonds
called for the sinking fund shall be made in gold coin of the United States of
America of or equal to the standard of weight and fineness existing on Febru-
ary 1, 1927. or, at the option of the holder in English pounds sterling at the
rate of $4.8665 per pound sterling. All payments of principal and interest shall
be made at the offices of the fiscal agents in the United States of America or
in the case of sterling payments at the offices in Great Britain of J. Henry
Schroder & Co., subfiscal agents.

Fourth. The bonds shall constitute the direct external obligation of the
Republic, and the Republic hereby pledges its full faith and credit for the due
and punctual payment of principal and interest and of ill amounts required for
the service of the loan, in time of war as well as in time of peace, irrespective
of the nationality of any holder of tho bonds, and for due performance by the
Republic of all its obligations set forth herein and in the bonds.

Fifth. Principal, interest, and .inking fund shall be paid by the Republic
without deduction for any taxes or imports of whatsoever nature now or here-
after levied by the Republic or anypol it Ihal subdivision thereof or other Chilean
authority, and the Republih agrees to assume any such taxes which may be
imposed upon the bonds or the owners thereof on tac.ount of such ownership.

Sixth. If after February 1, 1927. any debt, external or internal of the Re-
public, now or hereafter existing, shall be or become secured by specitlc lien
or charge upon any of Its present or future assets or revenues, these bonds shall
share in sueh lien or charge equally and ratably with such other debt and the
Republic will take suvll ation as. may le requisite to give effect hereto.

.IITIVI."r 3. FORMAL. ti, I SION M CONCERNING BONDS

Seventh. The bonds shall be in dlen-omina tihon of $1,100 and $500 and their
respective equivalents in lnglisb lflunds sterling at tle rate of $4.8665 per
pound, In such proportions andal nunlbereI iII su.h manner its the fiscal agents
may determine.

Eighth. The bonds shall be bearer-coupon bends registerable as to principal
only, at such agency or agencies as the fiscal agents front time to designate, at
which the Republic shall maintain books for the registration and transfer of the
bonds. Every bond shall be transferable by delivery, unless registered as to
principal in the name of the owner upon the registration books. After such
registration no transfer shall be valid unless made on said books by the regis-
tered owner. in person or by attorney duly authorized In writing, and similarly
noted on the bon 1: but any bond may be discharged from registration by being
in like manner transferred tip bearer, and thereupon shall become transferable
by delivry: and such bond may again. from time to tine, be registered or
transferred to bearer as before. Such registration shall not affect the nego-
tiability of the coupons. and every coupon shall continue to be transferable
by delivery only, and shall remain payable to bearer, and payment thereof
to bearer shall fully discharge the Republic anud the fiscal agents in respect of
the interest therein nientioned, whether the bonds to which such coupon apper-
talns be registered ,,i' not. As to every bond registered as to principal, the
person in whose name the sante Is registered shall for all purposes (except the
payment of interest represented by the coupons) be deemed the owner thereof.
anl payment of or ott account of the principal shall be made only to or upon
the order of such registered holder. The Republic and the fiscal agents may
treat the bearer of any bond not registered, and the bearer of any coupon for
interest oin any lotd. whether such bond he registered or not, as the absolute
owner of such lioid or of such voul',,n for the purpose of receiving payment
tllrof and for till eitherr jI111s, . iny ntice to the contrary notwithstanding.
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Ninth. li case any bonl or coulon shall be mutilated, destroyed, lhst, or
stolen, the Republic shall issne, and the fiscal agents shall cause to be au-
thenticated and delivered, a new bond or coupon if like tenelr and denolit.
nation, In exchange and substitution for andi upon surrender and cancellation
of such mutilated bond (with Its coupons, if any), or coupon, or in lieu of and
substitution for the bond (with its coupons, If any), or coupon, .o destroyed.
lost. or stolen. The applicant for st1ch substituted bond or coupon shall furnish
evidence of the destruction, loss, or theft of the bond twith its coupon-. if any),
or coupon, so destroyed, lost, or stolen, and Indemnity, satisfactory in cac~h case
to the fiscal agents.

Tenth. The bnlid. s lill lie signed lit ile Ohty i f New Yorlb. They shall bear
the fesliiile signature of the Chilean ambassador lit Washington or of the
ehargt- d'affailres ad hiterin of the rupuldic a VWtiliiiltgton, D. C.. and the
manual couintersigliature of the coisul gein'ral )f Chile in thit; Uilted States of
America and shall also lie sealed with tile seal of the Chilean Republic. The
.oupois shall also bear the facsimile signiure (tif said ambassador. .o bondl
shall ie valid for ainy purpose unless the -aine shall first le authenticated by
a (ertifletite Indorsed thereon by the fli- al agents, or some fiinanial institution
selected by them: and such authtiitllatitoin shill lie conclusive evidence, and the
only evidence, that the bond so authenticated has beei duly issued hereunder.
The fiscal agents are hereby instructed by the republic to authenticate or cause
to lip authenticated $27,500,000 prinlcilial aiilunt of holidS nislid to deliver the
sane in accordance with Instructions from tilt%, rejiublte.

Eleventh. The text of tilt- bonds anld (oupolis shall lit i Eniglish alnd shall
be In the form customary In tlte city of New York. Il ni.cordallnce witht ihe
custom of the New York Stock Exchange, the bonds shall contain a provision
whereby the republic certifies and declares that all acts, conditions. anid things
required to be done and performed and to havt lialllpeled Itrecedeit to and in
the creation of the loan aind the Issue of tile bonds thereof, have been dolie and
performed and have happened il due and strict comildaice with tilt, colii4tutioni
and laws of the republic.

Twelfth. The definitive bonds shall lie tingraved i New Ytirk in such forn
as to comiliylly with the requirentents of the New York Stock Excliange. Pending
the enlraving and execution of definitive bolls., the reladlie shall execute aiid
deliver to the fiscal agents for authentication teniporary printed boids In such
denonihiltions as the ftcll agents may request. aid substantially of tilte tenor
of the lioids herein described, but without iunlion or with not more than one
coupon, anti with such omissions, Insertlions. and( variations as the tical agents
may approve. If the temporary bonds are issued without coupons, payment of
Interest shall be made only upon presentation of each temporary bond for nota.
tion of each such payment thereon. The temliorary bonds may but need not
bear the engraved facsimile Aiginiture above mentioned or the seal, of the
republic and the coupons, If ally, shall hear the f'acsillile signature of said
Chilean ambassador or of the cliarg( d'affaires ad Interim of the republic at
Washington, D. C., or some other duly authorized representatives of the repubtlic.
T'ho form of the temporary and definitIve lond. shill In till respects comply
with the regulations of the New York Stock Exclniigi,. Subject to such regu-
IL tons as the fiscal agents may iprescrl'llw, temporary bonds shall be exclalge-
able, without cost to the holder, upon surrender and cancelalhllon, for the same
aggregate principal amount of definille iolds. The republict will cu;e defini-
tive bonds to lip prepared, executed, and delivered to lite fiscal ageits as
promptly as possible for the purpose of making such exchanigts. Tilt- fiscal
agents shall have charge, on behalf of the, reludllh., (if till niaters in regard to
the preparation of the temporary and detititive bonds.

ARTlLt ( ,! Si..R'ic 8 il' lil LiAN

Thiutcei-th. Tiel amount required for til- seiliitilinual service tof h i loan rep-
resented by the $27,500.000 lrilcillial anioulit of Ionilsd to he issued hereunder,
exchsive of the sui.s payalale by the Re-tilalih to li, fiscal agents for their
conilpensation and expslises, consists in ciiaasav oI t' Uiforin aniount of
$962,500 comprising:

((;) The semitnnual sinking-fund payniant, consisting f, tht aimoult of
$137',500, being one-half of 1 per cent of the total amount of the loan, plus an
amutait equal to six months' interest on all bnds redeemed or otherwise retired
through the operation of the sinking fund prior to the next setillaiiual interest
dat,; and
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(M) The semiannual interest payment, consisting of an amount equal to six
months' Interest oil nil bonds not redeemed or otherwise retired prior to the
next qeinlannual interest date.

Said semiannual sinking-fund payment is (alculated to retire the entire issue
of the bonds not later than maturity.

Fourteenth. Each such aggregate fixed sum necessary for the semiannual
service of the loan shall be paid as follows:

(a) At least 15 days prior to each semiannual Interest payment date the
Republic shall pay the semiannual sinking-fund payment in gold coin of the
United States of America to the fiscal agents at their offices in New York City
or, if and to the extent, that the fiscal agents shall previously request, in
English pounds sterling to the subfiscal agents at London. In lieu of making
all or any part of any sinking-fund payment in cash, the Republic may deliver
to the fiscal agents for surrender to the sinking fund any bonds, with all
unmatured coupons attached. purchased by the Republic at a price not exceed-
ing par, exclusive of accrued interest and commissions, accompanied by certifi-
cates of the Republie stating at what prices such bonds were so purchased, and
su,-h bonds shall he accepted In lieu of cash in an amount equal to the purchase
price (exclusive of accrued interest and commissions) plus the amount of the
coupon due on said next interest (late.

(b) At Iast 10 days prior to each semiannual interest-payment date the
Republic shall pay the semiannual Interest payment in gold coin of the United
States to the 1-cal agents at their offices in New York City. or. if and to the
extent that the fiscal agents shall previously request, In English pounds sterling
to th sulfiseal agents at London.

Fift(enth. Except as hereinafter provide(], upon the receipt of each such semi-
annual sinking-fund payment. the fiscal agents shall apply that part of the
sime paid in cash to tihe redemption of bonds on the next semilannuatl Interest-
payment date: Proiridcd, howitver, That if such moneys shall amount to less
than $5.000., such sun1 n~ly lt, carried forward and added to the next sinking-
fund payment. Such redemption shall he effected in the following manner: The
particular bonds to lie r el nied on each occasion shall le determined by lot by
drawings (itnduttl by tihe fiscal agents in New York, at which a representative
of the Republic, may he present if the Republic so requests. Drawings shall be
held not later than the twelfth day immediately preceding the next semiannual
interest-paynient date. Notice( of such redemption shall be published at least
twice in one or more newspaper, rs of general circulation in New York City,
selected ii each instance by the fiscal agents, and shall also be given and
published in such manner, either in New York or elsewhere, as the fiscal agents
may prescribe. The first lublication shall be made at least 10 days immedl.
ately precedinuc the next semiannual interest-payment date. Such notice shall
state the numbers of the bonds to be redeemed (unless all outstanding bonds are
to be redeemed), the late (which shall be the next semlanmual Interest-payment
date), and the places In New York City and London (which shall be designated
by the fiscal agents) for surrender and payment. On the date and at the place
so specified the holder of each bond thus called for redemption shall surrender
the sa e, with all coupons maturing after such date. Upon such surrender the
fiscal agents or the London subfiscal .'4,nts shall cause to be paid to the holder
of each such bond, out of the funds provided for that purpose by the Republic.
the principal amount of such bond. Any hond thus called for redemption and
not so surrendered shall cease to bear interest after said redemption (late, and
all coupons for subsequent Interest shall be void.

Sixteenth. All honds tendered for or redeemed by the sinking fund, and the
coupons thereto appertaining, shall be canceled and returned to the Republic,
and no bonds shall be issued in lieu thereof.

Seventeenth. The Republic, at its option, may increase the amount of any
semiannual sinking-fund payment. In that event it shall notify the fiscal agents
at least 60 days prior to the next succeeding interest date, specifying the aniount
by which such semiannual sinking-fund payment is to he increased, aid shall
pay the entire sinking-fund payment as so increased at least 30 days prior to
such interest date.

Whenever any semiannual sinking-fund payment, whether Increased or not, is
made wholly or partly In cash to the fiscal agents prior to the fifteenth day
preceding #ie next semiannual interest-payment date. the Itepuhlle may Instruct
theta to apply such cash it any time prior to the fifteenth day preceding tile
next semiannual interest-payment (late to the purchase of bonds for the account
of the Republic, at the lowest prices obtainable in the Judgment of the fiscal
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agents, not exceeding principal amount exclusive of accrued interest. All bonds
so purchased shall be surrendered and credited to the sinking fund as herein.
before proviied. Ali such caih remaining unexpended lt in lt hands of the
fiscal agents on the fifteenth d(Jy preceding the ilext semiannual interest-pay.
JIleelt date shall the apldied to the redemption of lods for till' sinking fund its
above provided. The bonds shall not I redeetnible excelit through the sinking
funld.

Eighteenth. Nothiing in this agreement eojitained shall bei construed to impose
any obligation on tlie liqeal agents or the London subliseal agent,; to redeem tany
bonds or to make filly Iayniells iof pl'illipl or' interest (Ir 4 tlierwise with
respect to the bonds or the interest coultilis, except (lilt of funds prevP'usly
received from the Relmblic for such purpose.

Nineteenth. With eahli senlillannu I si lking-fUIll ind/or it interest payment the
Republic shall pay, lit Unitedi States of Anteri .a g, hl coii, to the isct -al agents
In New York City a sum suticient to pay tit' I'lllensation ltIlyable to tilt- lst'al
agents with respect thereto.

AiRTICLE 5. TlE FISCAL AGUNTI

Twentieth. The Republic hereby appoints Kissel, Kiunicutt & Co. andlld I:il-
garten & Co., and their respective successors it iusitiess (siliject to tile apl
proval by the Republic of such successors) tile fical ag.ints for till purses
relating to the bonds anltd the service of the lot1n repiresenhtd tler'by; aind4 said
flinls hereby accept sllti' f1.5(ill llgenc(y, subject to tile iprovislols if his agree.
nent. Slh appointitlent shall continue while tiny of tile bonilds remain out-
standiig unless ,,iOler ternintitel i1s hereinafter proviled.

wetty.flrst. The Re public hereby 4tliseilts thail I Iteil lgtil.s illy relle.
st'lil the liholders, (of the bonds III fill ijiiltvr ,. bilt tisi, provi.sionl ,lllll note illilmse(

any trust or duty lit favor of I lliilhohlers upon tith, litscal igelnts or (itlher
of tleit.

Twettty-.:econd. As comtipentionl for t heir ServiN'S l'ti'Ptitl-e,! tilte iCl
agents shall receive front tile Relitbie oneelgih of I IN.,r ceint of till tilntulits
pailit oll tecOUlt (if till- I tterest fi ilds and ll'-eightil of I per t '('l'it ilt tile
face, anti ut (1r til ll., re'llied for lilt- siliking fini i v -ltwis' t retired ior
pild. Till' fiscal ilgetits sliull li entitliI itiso to 'ePeive the till' 1ali lii'krlalrge
cotiini.ssion oil till holidls lurcilldil bV theta fi' tccIIlllt oI* ithe Republic for
surrelidrl to tlhe itking full it oiterwise.

rwenty-tlbird. The Repiublic saliii lilly tit( itsllti charges fo' rtegistering. the
expenses it connection with ihe redetnptlti of lionils, ilncludilig piullietttion of
notice, ai all t r tIT nXIK', liCniurred by the fiscal agents lit gotll failt in
conneLction with their agency. Such iaynents shall he itnlde willi intert'st lit
5 per cent upon the rendering of all account in reasonable detail to the
Republic. Any such account shall be considered accepted by the Republic un-
less objection thereto Il' tilnle by the Republic in wlt itig filnd rll'colved by the
fiscal agents within 90 days front the filing of tite account It (itl"lioli.

Twenty-fourth. Tle Rellublie nlaly [illy any service iimoneys.' llil e to tile
fiscal agents In pursuance of this agrett'tnt to the liscal agents jointly or to
either of them. Tit(! fl.scal igetits aind the iOliOdi sublilsal agents tlniy ir-
ralnge between theiiselves as to the proportions In which stuch nioleys or tny
otlter unts shall be held oil deposit lbyv tiien respectively for thile account of
the RIepublic.

Twenty-fifth. Tle Republic ilall tit all allies indennify anld1l protect eacel of
the fiscil tgenits iiald the London subfls cal agents against till clns. deldlsl,
Ittill actints whlicli bie lI' itistitutedll iilf of tilly bold lder, Whether li
r,.-pwet of iIltleys lit fiillthe itt lte littilds (of tile fiscal agettl or or otherwise,
sib.lect olly to the reslonsilbilllity expressedll I paragriaph twenty-six hereof.

Twenty-sixth. Etieh of the fiscal ageits ind the London sublislal agents sliiil
be alnswe'rale to the Republic or to tilt, londhlldlers lnly for Its omi failure
to exercise good faitlt ti'r for gross negligeiile. Neiller of tile fiscal agents nor
tie Tilndoli subfisc'al agents shall be responsible to the Ilepublic or to the
iohldelhi's for fifty sims litid tio or deliositeti will lithers nor for tile ict or
mInission (if others. Tl' iscal igeit,4. or either (of then li' the London sub.

fistil igeits., hil1y conisilt counsel lit regiird io their duties under ttis agree-
ment, fin(d -,ihall lie fully plrote(tel IiI relying find ctling ipiliti the iadvie of
eOttltsel of re'llglizel .Stantding s('leeIt bly litetn or alny of thlln.

Twetnty-seventh. The fiscal agents may deslgniate any financial iotttlitutions
of good standing in the city of New York or elsewhere its the registrars (of the
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bonds. The fiscal agents ztay appoint ilianclial Institutions to utihenticate
tile bonds as hereinbefore provided ts agents for blh of thei, or each of tmie
may appoint agents to act in its own behalf for such purpose. Ili both cases
the fiscal agents shall submit such appointments for Ilie approval of the
Republic. Should the fiscal agents designate National Batik of Comnerce il
New York for either purpose, such appointment is hereby approved by the
Republic Il advance.

Twenty-eighth. The fiscal agents may appoint (on their responsibility, unless
such appointment be approved by the Itepublic) one or more additional sub-
fiscal agents in the United States of Anterica or Europe as paying agents for
the principal and interest of tile bonds. tl, with whow the fiscal agents may
deposit funds of the Republic designated for the payment of principal or
interest on the bonds. atid whose iiantes may aplpear on tile bonds and coupons;
it being understood that payments other than lil United States (of America dol-
Jars or pounds sterling made at the offices of stich subliscal agents other than
those lit the United States of America or (treat Britain shall le made in any
other currency only at tile then current buying rate for dollars or sterling.
The fiscal agents and subliscal agents may make such arrangements between
themselves as they may deem appropriate for the interchange of funds and for
the drawing by one fiscal agent or sulili.(cal agent i+gainist funds of republic
held by another fiscal agent or subfliscal agent, itad in general for facilitating
the payment of bonds an11d coulllols which nitay be presented to illy of them.
The Republic shall be credlited or debhited its the ease may be with any net
profit or tiet loss. or cost which lay result from tile conversion of dollars to
pounds or pounds to dollar ilnt cnllectioat witll tilt- renittanve or excntnge of
ftnids necessary for service paymlents. The compensation of all subfiscal
agents shall be paid by the fiscal agents.

Twenty-ntinth. Either of the fiscal agents or the London subilscal agents
may act it; reliance tuon a'lly Instruct ions or advices, retivt l by cable or
0ltlherwise. as lItt l'lrtill.g to 4' Ile froll tlt Mildsi hr of in lt ot1 t it Itepublih,
or front tile Chilean Ainlbass.dor in the United States of Atericta, or front tihe
Chil 3an initelr ill (1 1i a Britaill, or n1 d f. it' I.f o tiese. froll the (.lltl'g,
d'affaires ill either country, and shall incur ino reslpinsibility by so, doing.

Thirtleth. Either of tie fiscal agellns o i- Il Lnd(l slibscal agetMs 1101y at
atty time resign from the agency by giving tit le of sltIt(l intention to the
Republic, specifying tie (late on which sulih resignation s-ha1ll become effective
provided that such notice siall iot lie vs than :,'0 day.-. titiless tihe Republic
agrees to accept less notice. Upon tile tresiginitioi or failure to act from ally
caltse of either of the fiscal agents heieuiler. tile rentaiting fiscal agent shall
act as sole fiscal agent, s1nd . may exercise all plowers of the fiscal agents.
Upon the resignation, or failure to act from any cause, of both of tle fiscal
agents, the financial institution which shall ther-tofore have been designated
for tile r'egist itiill if bonk, ill tilie 'ity of New Yo rk shall act as sole fiscal
agent. In the event that at any tine there shall be r~o fiscal agent iln office, the
Republic shall provide at least one fiscal agent lit the city of New York to at-
tend to the servicess of tile loan. Upon tie resignation or failure to act of the
London subfliscal agents the fiscal agents. Inay, with tile coliselit of tile Republic,
appoint their successors.

Thirty-first. Neither of tile fiscal agents no' the London subfiscal agents
slmlt incll ally 1inbid lily whatsoever to lilt lelblie r to I lie bondholders or
to anyone else, ilit acllig in reliance ptlloi aiy bond. cOtupotn, or ether Instrument
believed to be genuine.

Thirty-second. All nlolieys reevivel by (ltler of the fiscal agents for the
service of the loan may be held until paid olit Itl ac'ordallce with tile terms
of tills agreemelltl, its at general delosit. iil mi lie iscalI agents agree to pay
interest at a rate 2 per ceit below tile discount rate fixed by the New York
Federal Reserve Bank.

Thirty-third. Either of the fiscal agents or the London subfiscal agents may
purchase or otherwise deal in any of the bonds with the same rights qs though
not acting as such.

ARTICLE 0. MISCELLANIIOUS PROVISIONS

Thirty-fourth. Any notices, requests, or instructions or orders for the pay-
nent of money or the delivery of securities which way be required to be
given by one party to the other, shall be deemed sufficient (unless herein other
wise expressly provided) If given in writing in English as follows:

(a) If from tite fiscal agents to the Republic, over the signature of either of
the fiscal agents by any ntember of the firm, delivered to the Chilean amhassa-
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dor or charge d'affalres ad interim In Washington. or by eab~e addressed to
the Minister of the Treasury of the Repbli. provided that a copy of such cable
Is delivered on the day it is sent or on the following business (lay at tie
Chilean Embassy in Washington.

(b) If from the Republic to the fiscal agents, then by delivery at the office
of either of the fiscal agents in New York either over the signature of the
Chilean ambassador lit Washington or of the charge d'affalres ad interim of
the Republic at Washington, D. C., or by cable addressed to either of the
fiscal agents at its office in the city of New York by any duly authorized
official of the Republic and confirmed In writing to the fiscal agents by the
Chilean ambassador or charge d'affalres ad interim in Washington.

Thirty-fifth. In case the Republic should be unable to make the payments
herein contemplated In New York City, on account of a state of war or other-
wise, the Republic shall deposit all such payments in a bank designated by the
fiscal agents In any neutral country.

Thirty-sixth. At tile request of the fiscal agents made at any time, the
Republic will furnish all information and sign all applications and other
documents necessary or suitable for procuring the listing of the bonds upon
the New York Stock Exchange and/or any other like institution.

Thirty-seventh. In compliance with any reasonalble request made by the
fiscal agents at any time, the Republic will furnish thein with all information
In regard to its revenues, expenses, financial affairs and general condition.

Thirtyeighth. This agreement shall inure to the benefit of mid he binding
on the Republic oil the one hand, and on the other hamld KlsFel, Kinnicitt &
Co. and Hallgarten & Co., and their respef-tive successors In business as fiscal
agents of the bonds.

In witness whe'reof, tile :above-lnentioncdl parties have execuied this agree-
ment In triplicate in the manner hereinabove recited.

t EPUIBLIC OF ('IIILE,
iy Mh o;uri ('liucim.A '|'oL)lNOAL,

.4ibansador of the Republic of Chile to the United ,H'tates of Amcrtca.
KIssLr, KiNNc'cr'T & Co..

By Wlxr.m.% FmEII(;uSON,
A General Partner.

IIALTEo.Nmr :x & ('O.,
By MAuRicE NFWTO.,

A Ocneral Partner.
STATE OF NEW YoRK,

County of New York, 8s:
On the 1st day of February, 1927, before nie personally appeared Miguel

Cruchaga Tocornal, to me known and known to me to be the person who is
described in and who executed tie foregoing instrument as Ambassador of
the Republic of Chile to the United States of America, and he acknowledged to
me that lie executed the same as such ambassador, thereuinto duly authorized
on behalf of said Republic of Chile, as its act and deed.

[sEAm..] LAUIIENCE At~.IEN Caosay,
Notary public , Wevtcheater County.

Certificate filed in New York County. New York County Clerk's No. 478
register No. 8364. Commission expires March 30, 1928.

STATE or N ,w YoRK,
County of New York, ss:

On this 1st day of February, 1927, before me personally appeared William
Ferguson, to me known to be a member of the firm or Kissel. Kinnicutt & Co.,
and the person described In amid who executed the foregoing instrument in the
firni name of Kissel, Kinnicutt & Co., and acknowledged that he executed the
same as the act and deed of sald firm of Kissel, Kinnicutt & Co.

[s:AL. LAURENCE ALDEN CnosBy,
Notary Public, Westchester County/.

('ertificate filed Ini New York County. New York County Clerk's No. 478.
Registered No. 8364. Commission expires March 30, 1928.

STATE OF NEw YoRK,
County of New York, as:

On this 1st day of February, 1927, before me personally appeared Maurice
Newton, to me known to be a member of the firm of Hallgarten & Co., and

*'- I
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the iwersoii describedi lit and1( whol execuited tit(, foregoming Instruineift li tile firmi
tIanie (if Mlillgfrteii & Co., on iiackniowh'dged tha t hie executed tilt smile its
the -let mid deed of sald firn of llguarten & Co.

A i4u1y I'abliv, 1I'()t('Ilst(er County.
('e-i'tilitt filed III New York C'ounity. New\ York C'omity Vlerk's NO. 478.

Regi1stered Nit. 836-1. Commiissioii expjivts Miii'rcl 310, 11128.

FiscmI, Aca:NCy CONTILWT OF 'i'uu U03-11iuI(' OF C OYAiIA AND HI IM lAIiI EN "k CO.
.vNi) Kt.;i:i,, A,~ili' Co., ~. 'u mo $25,0NOIltN) ()I 'vic ('rN' EATEiINAL

[T'ranslatilon)

FISCAL A;i.:xcv AWIPTF:ilNr, lCPCiric OF COL~OMIA. AND II.\Li.om. & Co.,
A~ND Kiss;t., KiNNwi'rrT & Co'.

(Trunsilon ninde from text I(corllinig to1 deed No. 22915 of July 29,) 11127,
executed lilorf' ili( seclil Iloutlir3 ,t tht lie ci ut of' Iogiotii. Itiifuel Amiitl e S.,
by D r. E.stellati *Jii1-illillI. its M1iilser oif I'llia1iltb of J'ldbli C redit of ti a'
Repulic of C olomia, u iid ]I-. I'edlro M. Cu ieri', lii tv ie ni of I Jul lgitrteli
& (Co. ainid Kisse'l, Kinicl(Il & CO~i. Said dlevil wii5 re0gstl'i-t'l fit fle reg,.istry
of tile- circle, Btogo~ta, lin book No. 2, duj. Ate. p. 280,. No. S I, onl Augu-nst 10, 1927,
und lin hook No. 2. 1). 171, No. 2841, August 11, 19)27.)

Tlt. Iiiiderigiied. Muinuel14. A. AIvO rafo , io'cie hiry of thle dllar t ilent ut' thiuIi(e'
and pulic credit. dunly ntihorizel Ily tflie- Elst ex('-lv'lhit li'sillelit (of the Itlluhi'
lie. W~z. Miguiel A hadfat 5M04iez, Iid It.% tflie- iist er of finn iie and1( pul h credit.
Dri. 1;5stlal in i milk., II I lie nu iiie oif i lie I teluliblic of 4 'o .iI ili, of tit on-
Init, liereimiftewr called "the( lkjinhili''.'' and IN l-ilrarteii & ('41. undi K issel,

of "Anevrica. represented lit t his m-1 b~y t heir special at orney fin faict, I Ir. i'e4li'i

ation of ow lie im Iwm.P lilufllpoli1 otii( lII fiill', isiist i'uiii t liii ve lipgrl-its 1
follows

l'JIAi'l'K 1. AUTHIZIlJ/A1 iN A~ND PURPOi'iSE OF HOlNi ISSUE

Ail'I(i.E 1. Tlle~ilt,4-ulic iii.1ikes tilie following decho Il it iIlls
(a) hIin t hy.\ hI.,\ 102! Of 1122 d1uly elinctell oni Illevembher 14, 19)22, file ecXI'Ui-

lv lmwel' Is 1ii i1ily jilitili ri7.ii tui voii lul ii Iiiii i or bunlls iill for thiat
plililsi to Issuei hlldls of filie Itepulic, of lIilt? aggregate filve ulliollit of 1ii) to

f1H~~J. it~li gold voill of Iii. uiei lSt attes of Amieriica, Or £21i,0WK up1o0n
t'e I ('i'i1i 111141 (ll(li t11115 1111 seil red uts inl Ilhiis Iugreeiiieiit .411 flrth li iil( 81

MIeli 10hnS 111ln .4uc01 terms oiiind loluilil s Il(.t I iil'lllsistll \%.ill si d law

(1b) This ligleellillt re'ijuiriis Ililt, i~' Ilvli I Ii' 1.41 up tI lie coi muh ef state,

ifter fav~oruile 11111 ii n biy tilie votmll o (f in isters. iifter lili io l 15 fhiiy
p~reviously lIn tite 11111 i'lo0licP11h i. 1111 Its lrovidlllit soaidl law. A fter saill
forunulitles have bieeni dfill.\ fulfilled, tis Iigi'i'enulit wvill lie tile va1lidl llliglitill
of (ltil Repulic l li ucorllo m11e w%.ill Its tei ('111 111111 I lie I 11111 (lit(] liw vl'1j bs
there'ltoli t i lle'li(Ad. w-hen issued uinder tilis Iogrellililt, .Will lie tine voilld 11111 igol

(C) Th'le HIItclmnllh' Will 11 I n' ill(- IMe'l1 Oif ft' 1101111iS. Ill ItCCdl'ii(ce with
saili low 102 for liiiiirpsi' slivl'id lii ('vitl'r :1 li'reolf. TIhe 1kscal Iiigeuits shall
lie miiller no diuty 3*hr oldilgo 111ifi ll ll ct(f I lie h p l not fill) olf siichl proceeds''11.

mucivii . prie houlls co(veredl by t ills liireiellt shal bIle kunown it uS telld I
oif Co'lobiail 6 pelr en1lt externali siik lg fund god iotiils; sliiihl lie dotle Ily13
1, 19127; slihl utre' .unury 1, 1IM111 aind sliu II livar Initeri'est lit thle raite lit'
6 per cenlt Im'r onumn, payale spinlit imnolly.

AlmT. 2. Thel( nggi'egnte prlnlia~l lunollunt olf snd1 1111111 (lItereln fier milled
tlil " hoods ") 8s111nl ht txe'(l'( $25,)(1410II lii gold IlilIli Elf thle ITilteil Stntes
of Amerll'n.
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ART. 3. All payments of Interest and principal, including principal of bonds
c-alled for the sinking fund, shall be made in gold coin of the United States
of America of or equal to tie standard of weight anl fineness existing on July 1,
1Ur_7. Such payments shall be made at the offices of the fiscal agents in the
United States of America.
Aar. 4. 'rincipal, Interest, and sinking fund shall be paid by the Republic,

in time of war as well as in tine of peace, irrespective of the nationality of the
t.:-,wli!er. or coupon holder, and whether or not the bondholder, or coupon
hdder. is a citizen of a friendly or a hostile state, and without requiring any
declaration as to the eltizenship or residence of such holder, or as to the
len-tlh of time such holder has been in possession of such bond or coupo;i
:;nd without deduction for any taxes fir imposts of whatsover nature. now
for hereafter levied by the Republic or any department, municipality, or other
sullivision thereof or therein, or by any 'olombian national, departmental,
muniviloal, for other authority; the Republic agreeing to assume any such
axqes which may lie inilposd uln the bonds or the coupons thereto apper-
t;tining. for the owners thereof oil account of such ownership. The Republic
-. gre thit all stamp fir stamped paper and other taxes of tile Republic or
any subdivision thereof upon this agreement or the bonds or tile issue thereof
shall le for its account.

Aar. 5. All bonds not previously retired through operation of the sinking fund
shall be due and payable on January 1, 1961.

ART.6. The definitive bonds shall e of the face amounts of $1.000 and ,.35.
in such prolportions as the fiscal agents may determine.

ART.7. The definitive bonds shall be bearer coupon bonds, registerable as to
pincipal only.- at such financial institution or institutions as the fiscal agents
from time to time designate, at which tile Republic slhll cause to be maintained
biooks for the registration and transfer of the bonds.

ARr. 8. Every bond shall e transferable by delivery, unless registered as to
principal in the name of the owner upon the registration books. After such
registration, no transfer shall be valid unless made o said books by tile regis-
tered owner, or by attorney duly authorized ii, writing, and noted on the bond.
But any bond may be discharged front registration by being in like manner trans-
ferredi to bearer, and thereupon shall become transferable by delivery; and such
bond may again, from time to time, be registered or transferred to bearer as
before. Such registration shall not affect the negotiability of the coupons, and
every coupon shall always continue to be transferable by delivery, and shall
remain payable to bearer, and payment thereof to bearer shall fully discharge
the Republic and the fiscal agents in respect of the interest therein mentioned,
whether the bonds to which such coupons appertain be registered or not.

Ar.. 9. As to every bond registered as to principal the person in whose name
the same is registered shall for all purposes, except the payment of interest
represented by the coupons, be deemed the owner thereof, and payment of or on
account of the principal shall be made only to or upon tile order of such regis-
teied holder.

AnT. 10. The Repuldic. the fiscal agents, tile registrar, and authenticating agent
may treat the bearer of any bond not registered, and the bearer of any coupon
for interest on any bond, whether such lond bp registered or not, as the absolute
owner (if such bond or of such coupon for the purpose of receiving payment
theret' and for all other purposes, any notice to the contrary notwithstanding.
The ex enses of registration of bonds shall be paid by the Republic.

Aar. 1. Il case any bond or coupon shall lie mutilated, destroye!, lost. or
stolen the Republic shall issue, and the fiscal agents shall cause to he authenti-
cared and delivered, a new bond or coupon of like tenor and denomination, in
exchange and substitution for and upon surrender and cancellation of such
mutilated bond (with Its coupons., if any), or coupon. or in lieu of and substi-
tution for tIhe bWld (with its coupons, If tiny) or coupon, so destroyed, lost, or
stolen. The applicant for such substituted bond or coupon shall furnish evidence
of the destruction, loss, or theft of the bond (with its coupons, if tiny) or
coupon, so destroyed, lost, or stole, and indemnity. The evidence and the
inulemnity shall be satisfactory to the fiscal agents. The applicant for the
substituted bond shall pay time cost of preparation and Issue of such substituted
lomod.

Aur. 12. The text of the liotds and coupons shall be in English In form satis-
factory to the fiscal agents and I confoirmity with tile requirements of the New
York Stock Exchange. If the fiscal agents so request the bonds shall contain a
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provision whereby the Republic certifies and declares that all acts, conditions.
and things required to be done and lerfornied and to have happened precedent
to and in the creation and issue of the bonds, have been done and performed
and have happened in due and strict compliance with the constitution and laws
of the Republic.

ART. 13. Pending the engraving and execution of definitive bonds, the Repub-
lie shall execute and deliver to the fiscal agents for authentication one or more
temporary llrJnted bonds, in such denominations as the fiscal agents may re-
quest, and substantially of the tenor of the bonds herein described. but without
coupons or with not more tilan one coupon, and with such provi.4ons as tile
fiscal agents may approve. Subject to such regulations as tile fiscal agents may
prescribe, temporary bonds .1hall be exchangeable without cost to the holder, for
the spme aggregate amount of definitive bonds. The Republic will cause
definitive bonds to be prepared, executed, and delivered to tile fiscal agents as
promptly as possible for the purpose of making such exchanges. The fiscal
agents shall hav charge, on bellalf of the Republic, of all matters in regard to
the preparation of the temporary and definitive bonds.

AnT. 14. The bonds shall be signed in New York City by the minister of the
Republic to tile United States of America, or in his absence by the charge
d'affaires, and shall be countersigned by the consul general of tile Republic in
New York, or other representative duly authorized by the comptroller general.
In addition to such signature and countersignatures, the definitive bonds may
bear the written or facsimile signature of tile minister of finance and public
credit of the Republic, and of tile comptroller general of the Republic, and shall
bear tie seal of tlhe Republic or a facsimile thereof. The coupons on tile
definitive bonds shall likewise bear such facsimile signature of the minister of
finance and public credit and of the comptroller general. The coupons, if any,.
on the temporary bonds .ihall bear the facsimile signature of the person who,
signs stilch temporary bonds.

ART. 15. The bonds shall be authenticated by the fiscal agents, or some finan-
cial institution selected by them. Such authentication shall be conclusive evi-.
dence. and the only evidence, that the bonds so authenticated have been duly
issued lereunder. All expenses of authentication shall be plid by the Republic.

ART. 16. At the request (if the fiscal agents, the Republic will make applica-
tion for the listing of the bonds on the New York Stock Exchange and any other
exchanges, and shall pay the expenses thereof.

CHAPTER 3. SECURITY

ARTICLE 1. The bonds, and the coupons thereto attached, shall constitute the
direct obligations of the Republic, which hereby pledges its full faith and credit
for tile due and punctual payment (if principal, interest, and sinking fund, and
for due performance by the Republic of all of Its obligations set forth herein and
in the bonds and coupons.

AnT. 2. The Republic represents tlat the proceeds of the bonds are to be used
for tile following purposes in accordance with said law 102 of 1922; for the
payment anl cancellation of the banking loan of not exceeding $1000,000
made by contract of December 93, 1926, between the Republic and Hallgarten
& Co. and Kissel, Kinnicutt & Co.; completion of the Ferrocarril Central del
Norte; eompletiol of the Ferrocarril del Pacifico; continuation of the Ferro-
carril Troncal deI Oeidente; for the improvement of tile Magdelena River. and
Bocas de Cvniza and ports, Including the maritime terminal of Barranquilla.
The Government, in Icord with the laional board of lons, may alter such
use, but always subject to the provisions of law 102 of 1922. Whereas: First,
article 5 of law :U02 of 1922 authorizes the granting of specific security in
favor of tile loans which are authorized by stid law; second, article 6 of law
1M2 of 1922 and the paragraph thereof indlicalt the manmer 1in which is to be
made tite service (il the lo1ns contracted by virtue of salh( law, a1d auiltorize
the Government to assign other resources to said service; third, no specific
Otaranty fllas l een assgiltid to the bonds (if the loan which is tile subject of this
contract; fourth, if 'hereafter security is given i favor of oilier loans, the bolds
subject of tills contract would rleiin hli til1 Inferior position, which would I
illolsi-telt with fullinlieltal )rinciples of equity; for till' foregoing reasons,
the Republile agrees that if, while lilly (of the bonds of the present loan are
outstaitling, It shall secure any obligations, existing or future, whether under
law 102 of 1922 or any other authorization, existing or future, by a lien or
Oarge upon tiny of the railroads, river works, or ports, or any part thereof,
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or upon any income or revenues derived therefrom, or any taxe cr , 'barges Im.
posed with respect thereto, or upon any national income or revenues, then In
(very such case the bonds of this loan shall be secured in like form and equally
and ratably with such obdgations; and to that effect the Republic agrees that
the bonds which are the subject of this contract shall enjoy the same security
as may lie granted In the future to any bond or loan.

Amr. 3. If for any reasons the obligations of the Republic under this agree.
meat or under the bonds ur coupons are not complied with, the Republic con.
seats and agrees that upom demand of the holders of a majority in principal
amount of the outstanding bends it will immediately pay the entire principal
thereof and a.crued interest. Any such demand may be transmitted to the
Repblic through the fiscal agents. The holders of a majority in principal
amount of the outstanding bond; may rescind any such demand, without preju-
dice, however, to again taking such action.

CIIAPIFR 4. SERVICE OF TIE BONDS

ARTICLE 1. The amount required for the semiannual service of the bonds to be
issued hereunder, exclusive of the amounts payable by the Republic to the fiscal
agents for their Compensation, shall consist in each case of uniform amuunt
of $875.000, comprising:

(a) The semiannual sinking-fund installment, consisting of $125,00) lelg
one-half of 1 per cent of the total face amount of bonds authenticated) plus an
amount equal to six months' interest oil all bonds redeemed or otherwise retired
through the operation of the sinking fund prior to the next succeeding semi.
annual interest date; and

(b) The semiannual interest installment, consisting of an at1ount equal to
six months' interest on il l bods not redeemed or otherwise retired prior to the
next succeeding semiannual interest (late.

The semiannual sinking-fund installments are calculated to retire the entire
issue of the bonds not later than maturity.

ART. 2. The Republic shall place in the hands of the fiscal agents in New
York at least 30 days prior to each semiannual interest payment date of tile
honds the entire amount required for the next semiannual service of the bonds,
including the compensation of the fiscal agents. All payments shall be made to
the fiscal agents, at their offices in New York City, in gold coin of the United
States of America. The amounts so deposited with the fiscal agents for the
service of the loan shall bear interest at 2 per cent per annum during .tieh
30 days.

AnT. 3. The Republic will make monthly deposits in a special account in the
bank of the Republic in Bogota for account of the service of the loan; each
such deposit shall be made on the 1st day of the month and shall be equiva.
lent to one-twelfth of the total amount of the annual service: except that the
first deposit will include also the amount corresponding to the time elapsed since
the (late of the bonds. In case of difficulties of the treasury or of diminution
of revenue, or for any other cause, the Republic will give preference to payment
of the service. The Republic undertakes to include in all annual budgets the
amount of the annual service.

ART. 4. In lieu of making all or any part of any sinking-fund payments in
cash. the Republic may deliver to the fiscal agents for surrender to tile sinking
fund any bonds, with all unmatured coupons attached, purchased by the
Republic at prices not exceeding par (exclusive of accrued interest and conm.
missions), accompanied by certificates signed In the name of the Republic
stating at what prices such bonds were so purchased, and such bonds shall be
accepted in lieu of cash in an amount equal to the purchase price (exclusive
of accrued Interest and commissions), plus the amount of the couvon due on
said next interest date.

AIM. 5. Except as hereinafter provided, upon the receipt of each such semi.
annual sinking-fund payment, the fiscal agents shall apply that part of the same
paid in cash to the redemption of bonds at their principal amount on the next
semiannual interest payment date: Provided, however, That if such moneys
shall amount to less than $10,000, such sum may be carried forward and added
to the next sinking-fund payment. Such redemption shall be effected in the
following manner: The particular bonds to be redeemed on each occasion shall
be determined by lot by drawings conducted by the fiscal agents in New York,
at which a representative of the Republic may be present if the Republic so
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requests. Drawings shall be held not later than the twenty-fifth day mlue-
(]lately precedilg the next semianniual interest payment date. Notice of such
redemption shall be published at least twice in one or more newspapers of gen-
eral circulation in New York City selected in each instance by the fiscal agents,
and shall also be given anI published in such manner, either In New York or
elsewhere, as the fiscal agents may prescribe. The first publication shall be
amde tit least 20 days immediately preceding the next semiannual Interest
payment date. Such notice shall state the numbers of the bonds to e redeemed
lesss all outstanding bonds are to be redeemed), the date, which shall be
the next semiannual interest payment date, and the places (in New York City)
whie.h shall be designated by the fiscal agents for surrender and payment.
Upain such surrender on or after such date the fiscal agents shall cause to be
paid to the holer of each such bond so surrendered with all unnatured coupons
attached. the principal amount of such bond out of the funds provided for that
purpose lay the Republic. Any bond thus called for redemption and not so
surrendered shall cease to bear interest after said redemption date, and all.
coupons for subsequent Interest shall lie void.

Ar. 6. All bonds retired through tiht, sinking fund and tile (:oipillis thereto
aplultrtaining shall he canceled and returned to 1he Repultlie. and Ito bonds
shlli e itosuled in lieu thereof.
Air. 7. The lRepublic, at its option. may Increase the alltift (of lily seii-

nanual sinking-fund payment. Ill that event it shall notify the lseal af clt lt
le st 60 days prior to the next siiaeefililg interest da(lt. :oittying the nanoulit
by willith such selnlilannuli si kiF-u-fiid payntent i.s to leI in(ra-sed; and shall
pay t- entirS. Sikilflngfund payment as so increased at least 30 days prior
to -il(i interest date.

Am. S. Any s ilkig fund moneys reeiveil Iby tile fisc':l aen- 11ay lie applied
by thlil prio' to tile twenly-tiff l day P reedl ing 1he Ivtl'i svitllhllllal Interest
yl lit dal t o titl plir b lis o Ifilide fri,' he fii tit. itelluhli lit tile

ll,\te.t prices, ohtalillablle inll tt, judgniwvit of tiolt, i-:,l a cit,,not ext'vedinlg'

lililial aillOlilt, exclusive of acvr'uil Interest and coninmlissl ls*. .All lohds so
pllirehaslt sliall lie sul'relipt le'ci an1d credlIte I too tile %ilkullg I'u111 a: lierellibefore
provided in article 4 of this clliter. Any such ca-h rentailia n unexienled in
the bands of the fiscal agetnt,4 oil tile twenty-fit til day jlrevedilig tile next selmi-
:llllU.al illterest payien t flate sluill be apl:ieil to tilt- rvci lilitt! ik (if bonds foir
tlhe sinkiing fund as ahiive llrovidtel.
A\r. 1). Nothing lii this i gi e ireilt tco lieil shall tlint .. 111 all tigiitton oil

tile fiscal ii'a'Ct s ta' 'edeemn or huy tilny iolltl. o tor 1 1111w lially lifi3vnleltS if'
pri. .Jpil or interest or itheirwis e with reslpic't to tilt, hinds a' tlt, intel'est
vtolwt4ll5, except (ilt aaf f nd1s 1 lre'iOisly received f'olm tile teiuhlie for such
Pill-I1O.ses.

Aia r. 10. The bonds shall not lie redeeminade except through the sinking fund.
Alr. 11. In li e'ent that .111y Itaild- gal' (OilllS are nit llresented for p]ay-

mnit within 20 years after the rcsl'ective nattiiuity dates stitted in the lionds
and coupoils, the jisc'al a. gets 1i.iy return Ii) tie ilhuldli, 111y Ilili,'s held by
theni for the payment (if stli(l boiids and comillns anal thei'eafter the li elders
of lch bonds or coiliins shall have i- rigligt to mlny 1 1 alihilillliist tile fiscal
agents in respect of suim, ililnt of sucllih liallev,'.

('IITI1l"2 -. TIlE FISCAL. .GENT

AinT. 1. The Itldlllic herehy appoilits iallgarlen & Cia. and Kissel. Kimni-
elltt & Co. and(1 their respective successors liu ll silless, tIle ll1cill clients of tile
Jlelliic for 1ll lrlirltses rehnllg to tile blids anil tlt service of til' (oal
represented threlby; aini said liriis hereby lmceit such ticll agency, sbllject
to tile provislons of this agreellent. .iia0li allointalent shailll cillltillte while
Any of tile londs rellain outstalldlilg, unl1less sooner ter'litlllta'il itw hereinafter
provided.

AlT. 2. The fiscal agents may make su('h arraingemlellns betwe n themselves
its the, iily deeln :ipprolirilte fill' tile interelige af fuilu and fill the drawing
by,1 0lt fiscal agent lgilillt funil. of th ltihhicl haivl hay lift other fiscal agent
ali Iu general for f'tl'itiltilg tite plyinlell iiiof ioll. ai ciluliolqis Wlichli niy
be presented to any of them. Tue Itepublic gives the right to the fiscal agents
to appoint subfiscal algelits In the United States of Amterica oi' elsewhere ; such
api)(illtmelits to be with tile approval if the Rtepublic.

ART. 3. The Republic lereby consents that the fiscal agents may represent
the holders of tile bonds In all matters, hut this provision slall not Impose any
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trust or duty in favor of the bondhohlers upon the fiscal agents or either uf
then.

Awir. 4. The fiscal agents shall not be under ainy duty to tile bondholders to
make any 'request of tihe lMtlldi', or to take til)* acttiloi, with respect to tile
obligatio0Is or cov'enallts of the Republic under this agreement unless requestel
In writing by the holders of at least 25 per cent iii principal 1iiOlilt of the
outstanding bollds and furnished with inlenity satisfactory to the fiscal
-agents and unless advised by coisel satisfactory to the fiscal agents that such
request or action may be properly made or taken.

An-i,. 5. As compensation for their services hereunder the fiscal agent- shall
receive from the Republic one-quarter of 1 per cent of all ainounts 1aid oil
account of interest on bonds, and one-quarter of 1 per cent oil the face amount
of all bonds redeemed for the sinking fund or otherwise retired or paid. Such
compensation shall be Ipid concurrently with the installments of service with
respect to which it is due. The Relpublie will also pay the cost of advertise.
nlits ald other incidental expenses of tie fiscal agents in connection with the
service of the bonds. lint it Is understood tllat the allillit of such expellses mill
the fees for registration of bonds whili tile Repullic is top pay can not exceed
$2,250 per annum.

ART. 0. If the fiscal agents pay for the account of the Republic any expenses
or amounts payable by tile Republic with respect to the bonds, sul Iayments
shall Ile reinbursed by the Repulih to the fiscal agents, with interest at 4; ier
cent per annum. upon the rendering of an account by mal or cable in reasoni-
able detail to the Republic. Any such account shall be considered accepted!
by the Republic unless objection thereto Ile nlnde by the Republic fin writing
or by cable and received by the fiscal agents within 94) dys front the mailing
or '30 (lays from the cabling of tile it'ount in question.

ART. 7. The Republic fmay pay any service moneys payable to the fiscal agents
In pursuance of this agreement, to the fiscal a-ents jointly, or to either of them.
The fiscal agents will arrange between theznselves as to the prloportlons it
whih suii llolleys o Other stiuns slall be held oni deposit by them. respectiv'ely.
for the account of the Republic. Neither of the fiscal agents shall be reslonsi.
ble to the Republic or to the bIndholders for aly sums paid to. fltpositel
with, or held by the other, or tiny third parties, nor for the act or nill.lson
of the other or of tiny third parties.

ART. S. The Republic shall at all ties indeninfy and protect each of the
fiscal agents anul the subflscal agents, as well as any institution appoilted ly
the fiscal agents as registrar and/or autlhentlcating agent for the bonds. against
all clails. demands, and actions which zay be hlstitluted iII litialf of any
lioll(lholder.q, or c, hioll holders. wilther I Itsport tf Iltolys lit ally tilme In
tile hands of the fiscal agents o ' otherwise, subject only to tile responsibility
expressed in this chapler.

ARt. 9. Each of the fiscal agents, and subflscal agents ami the bond registrar
aind iuthenticating agent shall be answerable to the Ibepulic or to the bond.
holders only for its own failure to exercise good faith oi' for aro5s nilliteie.

AnT. 10. The fiscal agents, or either of then. may coisult ctun'el InI regard
to their utites under this agreement. and shall be fully prote t't(l hi relyilg
and(1 acting upon the advie of counsel of recognized standing selected by them
or any of thom.

ART. 11. Neither of tile fiscal agents shall incur 1n13' responsihlllty iII acting
iii reliancli uon 111 3' au thentle instructions or advices. i'ecelved by table or
otherwise, it- lurptorting to come from the minister of thionco a 1111 blc e'edit
of tie ltRepiblic o' from tile liitniister r i.harge l'afflaires or ,o01s15l general of
the Republit in the I'vltel States of America.

ART. .12. Either of tilt fiscal Ig-lits 1lly lit filly time rtsig-n front the agollCy
by giving i lotl(1 of sulch intentin to the Relpublic. sli-v''in tl'% th41 1le on which
such r'eslllatlali sfoil Itlltttleie effet-th'e : lrtlvidld !lIat suci :intice hlli not Ile
less tloin1 30 da1ys. Illnles.3 the Relicll agrees to l.telit less Itotice. Uhln tile
reslglntion or failure to nct front 11y calls of vilitl' of tilt' fi :vll agents, tile
renllillillil fiscal ogent shall net as sole tll g .g lt. lid nml31y ext'lt'(ie 1111 ltlt\wt's
of both fiscal agents. Upol the resignation. or fallthre to act fronm ny13' ca..
of both of the fiscal ageilnts, the fiscal agency sliall devolve upoll tle registIr
If tiny. If at tiny time there shall be no fiscal agent 1lt office, the Replblie sliall
provide at least one fiscal agent, il the city of New York to attend to the serv-
ices of tile loan.

ART. 13. The fiscal agents, the subflseal agents, the bond registrar, and the
authenticating agent slitll not Incur any liability whatsoever to tile Republic
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or to the bondholders or to anyone else, it acting i reliance upon tiny bond,
coupon or other instrument which appears to them to be genuine.

ART. 14. All moneys received by either of the fiscal agents for tile service of
the loan may be held until paid out In iccordaince with the terms of this agrev-
ment, is a general and current deposit, and the fiscal agents agree to pay in-
terest thereon as stipulated in chapter 4. Interest need not be piaid by the fiscal
agents on moneys held for paytncimt of bonds or coupons due but not presented
for payment.

ART. 15. Tile fiscal agents may purchase or otherwise deal in any of the
bonds, with the same rights as though not acting is such.

ClIIAPTEII 6. MISC'LLANLOUS PROVISIONS

ARTICLE 1. Any notice, request or instruelion or order for the payllent of
money or the delivery of securities which may be required to be given by One
party to the other, shall be deemed suflcient unless hereiii otherwise exire."siy
provided, if given in writing as follows:

(a) If from the fiscal agents to the Repiblic, over the signature of either of
the fiscal agents by any member of the firm and if any of the fiscal agents lie a
corporation, then by the president or a vi(e president thereof, delivered to the
consulate general of tile Republic in New York City, or by cable addressed to
the minister of flince and public credit of tile Republic. provided thlt a copy
of such cable is delivered on the day it is sent or on the following business day
to said consulate general.

(b) If from the Republic to the fiscal agents, then by delivery at tile office
of either of the fiscal agents in tile city of New York, or by cable addressed to
either of the fiscal agents lit its ollice in the city of New York by the lininlster
of finame and public credit of the Republic, and confirmed in writing delivered
to the fiscal agents by said consulate general of the Republic.

ART. 2. Il compliance with iny reasoimilde request lmade by the fiscal agents
at any time, the Republic will furnish them with all ilmf(Jrmn:lilon in regard tu
Its revenues, expenses, linanellal l affairs, a1d gellerll condition.

ARiT. 3. Tile rights and oiligatiois under this agreemnnt shall illnure to the
benefit of all(! Ibe binding on tit( ItePuliei, oil 1li e hand, and, oil the other
hand, IHlllgarten & CJJ.. llid Kissel, Kinnilcntt & Cit., anid their respective suc-
(esSoi.s Ill buliless, as fiscal agents; is well Its their respectlve successors its
li15al agents.

Aur. 4. As soon itS this agreement shill have been filmilly approved, in
aicordanice with said liw 102 of 1922, It will Ite raised to tile form of a
liotillil instrumnelit and recorded with tlie lle'essally formililties, tit the expense
of tilte ftepliilh.

A.\IT. 5. Tile fiscal Jigents reitiullice (o(lliit(illg aly dild ilnatle claill with
reference to tile obligations a,,d rights arising from this agreement, except in
case of detilal of justice, and narce thin t there shill not exist such denial, in
confornity with article 42 of lawit 110 of 1.112 rehlting to the fiscal code of the
Republic. provilig that there are gialited tile remedies and rights of action
wicl'h, Ill conformity with Colonldall ~i , iiay lie used before time jciliial
ptovel'. All sulccessors in the listal Igelcty will iiake tile sante (leclliratiol as
that colitailned I this article.

lit witness whereof there are siglied three coliterltarts of the Slillte telnor, iii
the (ity of i',ogota, Replihic of 'olonlbia, Jill .hame :WJ, 1.027.

3.\Nui'I:r, A. ALVARA.DIO.

IEIDlaO M1. 'AlIMP:O.

N. I.-Tli contract wits signed umiier date of .lne 31). 1927. Sibsequiently,
by additional agreement late July 19, 1.127. certain chirilittios itr additions
were ilade to it, which are incorporated ill Ihis transltim.

F'IS A.\L A(I.NCY (;IlaME'NT OF TilE iIEI'lLIC OF 'CI.OMIMIA AND IIAi.i;.ltiEN &
('o. A.N) KIssT.,, KIN[(U'fi & ('O. tEATIN(, TO $:35,000,110. (0 P1 ('ENT EXTEit-
NAL SINKINO I"'NiD (iOLD I1()iD or 1)24, l).Vfrz Al'nuu 1, 1928, r)UF: OCTORa 1,
1961

TIANSLATION OF FISCAL AGENCY A.IWESIENT l1l'WEEN IErUI'LIic OF COI.OMBIA AND
1I.LTI.\MITEN & CO. AND I Irl, ICINNICUT & (O.

'rite undersigned, Esteban Jaramnillo. minister of finance and public credit,
duly authorized by is excellency the President of the republic, Dr. Miguel
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Abiatilit M1eredez, onl behalf opf the Itepuielic of Colomila, hereinafter called 1 thle
Rtepublie.' t or the one part, andl Ilalivartec & Co. andl Kis.,el, Kinnieiitt & C'o..
bo0th pac'tiersleips Ileiiled l i tbe city of Nowv York. Unitium States of Amnerica,
rejeresecletd hervinl by their special alttornley In fact. 11r. Pledro 31. ('arrelo,
hcereinafteri called " tile fiscal i-ents," of tile other part. ii ('onlodt'ratio11 of the
nititill agi'e'eets herein ('octitine'd, have agreed as follows:

Acrricri 1. 'ihe Iteeeulie mcakes the following dleclaratices andI agreenments:
(a) That byv law 1012 o~f 1922., oilly e'ca'i en i tecaher 14, 1922, the ex(e' u-

the'. pIower of tile Rlepublic Is vaeiiiily atleorizeeil to ceimtracet a loan or leans andce
feoil that jaccI'jeose to Issuce leonll.S (Pt the( Iteptillic of tile agpgrega.te face 1ance1unt
tof II to $ltt0t)0,40)00 Ini gold coin of the UnitedI States of Amceric'a. oir VO~0~A.IQ,
andl there licv~e e heelorettefeere eI Dit ractel and~ issuled under the authority of
sal(I Iew 10P2 eelig!tionls of the lie jenih of the agegt face amocunt of not
OX('e't'i hg, $25,1 OltYtitit II ii iol 'iel' the UnIl el States cit Amicea. of which
1c1aeoullct thecre areeee 11m oli tamin- r1cdjg$4~;. '11iepesen eel hey I h'j'tcllie of
C olomila 6I pori tent e.\ eril sinkiliUr- ttli(i geetld Ieott, elatel .July 1, 19-17, (lue

(b) Theat iby law 12 eol' 1192T. dutly 'iniet eel onl S'ejetembter 11. 1927. the execu.
tive po~wer i teel' It e 'lceuie Is vniItchy anthoreeizedl to cent ract a lita n or loatis
111(1c *1l leer t u ripo ese tee i.4tce lilees ofet thle el et-ubldie up tee the aggregate faue
amncit (if 1 2.llttit.4i i oi ' leeiei1 leses eel. thIe vetetiva l(tlt ait le.-ai learity lit gold
toml eef Uited Istaltes eet' Allivricdl. tol witl $1I .6-19.6110t. el' the equtiv'alent at
legal pearity fi Etegtkh it-peus sI erclig, to wit, £2.40).WoN.

(c) Tihat hy l:1w li16 it 11127. chilly ccaceevl (Ili Neeveceeer 21;. 19e27. tht-e xie'u-
tivP peiwec' eel'' Ihe lIt'jettleie Is vatljely auithoerizedl to e eentreae' it Ilim~ fir loans
and foci li tha Jetcc'jeese tee Isslie hectic s cef thle HI lilelie' tp tee t:.4 l.e.' regate face
ancoutnt eif 20.11M~t.040t 411eli1ii 11j-()h lecle l 's s eor tIe 'liveiiv~a kit at le'.zuc Iparity In
gedet Ceenl ef i the Uit el stat itel' Ainiiecue, teo wit. -$19.466t.11i1t1. o'r the vejli'alect
ait legail teari ty ile Ec elgl isle pleeets 'I e''ling. to wit.£.1)i.14.

W ) 'fleat verpci]icg Owce issme cit tee ecce s '.tljoeeC Dllis cireienlt tile lCeieeiilic
lifs neeot e'eit le'tecl nori isstuedl up toe the elue o ievet' accy ie1zcn fer issue, cf clli.
gaties iee're~ 12 or lawv 104; of' 1927.

(c) Thlat Icy sait iihws; 10tit e' 1922 cecee 12 and 1114 ofd c 1927 the exec'utie
power (ie l' the' lilile Is v':liohly :cc ceiltee issue Icicels ee1f~c illeIeltlliC
Illaeeehelc with Iit( litii e'It ieeel' l I s wuiegiiile l 1 111141ii tile I e'i auth
ccndiit ioens ci l sei'ttireIl its ile tis aglreelnee et t e-oi''lel. .1icel to sell suche boild

upion Stihl tvi-Il.iii 1 ueieleecli le ills "ll. Ille e'ee'atlye e polwe'' ilee'iii4 cc ilte el lent.
f) 11'1Icalice $35.01111j"MiN aigge'e'gctt ae i( a eceeict 4eC le essill jee4t (if tI i

agrieeilect ate tee Iv s' sili'cl Iil .'cc'e 41:11 cc Wiltelit lethiws. c:ted1 le Ih erl'cecet'els of
qilell liolices lcre to lie :illevie'itu cccl ailheiuil teeltce Iiur'ese,; oel scud laws as
folelows:~2ti1101 face'( l icicit oi' I lee' bleics slellie II 'e1str iceh sceI i(ii Ilifletr
tlict authority eof leaw 10)2 eel' 1921 ancci tiehei erpoiiel fet it tile'l. '.ta1l icet iret'ec'IS
of the'e ;lev of t lee tecllek e'e''secitote siuch fi'aee acitiepilt will lee '11111llCel icy
tice Rtepuic ll'te 11111,1 eise: ci tlcorl',e'l Icy sauiel Iii 1012. Ii "'It :Tee the Fer'ro'
carriles thel ai 'fliee. 'e'ntit'a I elei Neerte. 'l'Voi'ee 1'a fie 1-I )elle. 4-'l1a1i1tie0it1U Of
iteeccis (e C 'el'/ce. i cli t eieic(ct oel' thIe Ma'eeta ge c 'i illv~e a114 tepIterts. 11 inclitng
the Muec1.1ilce Tler'ieeiic ( if I tarl''elifieiilhe $ 5.01t111.44'0 fave ciceccllict eel tlce hloels
shealt Ice e'e csielerec IIsmiel( tinder- authiccity c f lim', 12 o1' 11127 i l thie lprooplr.
ticli oif tIce I tweile le e1,1eels eet' I Ice saelee oft' hie ceclds (.e euroesi cdI it l!11- tee slub
fcte aececeeua t hI e a hid byeie Ih Ice I i ili( top ( lee' cil ltt tli j ofi ee le 'Cerare
Ititlice lie its j ei'ole Ill Sid i lit"' 12: c-uS.t 'tt).111(1 ft'ce'' ccci l mm i ofC ulei tees shlelh
lee cocesieeredI issued uner cecl leeiity (it' law 101 otfIee 1927 ci cii tulic'proportion
eof tile t14eta1I le't j ice tle Is (if thce sale'of, til peee Ions cc e'slee eiceilte tee siveic filee
jillit shll biee iph lici te Iell e 111ise's liii thie d b''liy 5i1( hI w hi 44ee. toe wit : To tile
cocestriletlli oft Ice t'ollewimlg Clgl~clu etrttl iel' Norte Ice tle Vee'itzulan
frner lt, IPoe eivcc ii tio I'le'to. 'Ci iteezal to V'ilcielale'teelo eee t' tel 0111c 1nh10
Ilormdo to Soecsin; TIcuija toe ('aare, Sltiaget tie Tiitic. Vo'rltai to 4 'leeo.
Pivece'te Nacloeil teo Se elrc anc nlbthuce teo At ice'iciillI 111 tee steisiltze tile deC
ptttcnietcci highwavcys fromc ('all1 te l vil e'ncie'tu 111 11IP1 fc'cectt 3pecleli in to tile
AtIantie.

(p) After approval of ticls agreiednlt by tile e'iuce'll (if ,tate 111141 tice ucatlicnfil
becardI of loans mill bcy the eexeciiutive power ciflc' falvorabtlle report bey tice i'ouiicil
of ministers titls cigrevinect wvill be tle VI'Iel( oblcigatlion oef tile IllblIic In

I
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acordanitlilce with Its termS; and l hiouls lande tilie e'ulions thereto attiichlid)
when issued mider til- tigreeliieiit will ie the valid iilelkzatitns of the Itepiblie
according to their re'spective' terms.

CHPE _. Ti;1: INDlS

Aitit 1. Tihie bonds stilijict fotr hli- aretlIlIIIlt "11.111 Ile' hiti mit11 a Retpulic L
of C'~oombia 6 per cent external siiikit. funl il liomil-tit' of ll2* shll Ii e
dated April 1, lIN2S8 shall mature 4 Jctolpt'r 1. l~IW. and Ahiall hear In mterest ait tile
rat (if 0' uIier cent per a niitn iayal le m-.ei i ntnaIly.

Alm. 2. The aggregate loincijial aniint nr :i' a ii h iols glieteliafter called
the "bonds"') Shall not exceedl $35.o mmmpi Ii goild co4ini ifo tlie Uii l Stattes
of America, or thle etjtilvitlent there' it Ill Ejli-h hiotill sterling, ait thme rate (ifI
$4.6665~ lier pound.

AmTr. :3. All paniyl'it~s of Interest aild pincipaIl. i:ichuihiu pirinicipal of liiinls
called flit the slinking fund, shall lie ii.41t ill u,"ll cvola (if Ite I' milte States
of America of oir equal tii tbn sltandaI'i rt it tt eig an' filiielless ('xlstlig Onl
April 1, 1928. or ait thme (liIon oll I like 114#1 j 41(miet'6r (It 111b li ill- V01'litjilS, Ill
Engmlishi poundl~s ste'rlliig (it tlit' gold of -1.anih1.irel welala1 and tinlenes- existilng onl
Ap ril 1, 19)28. at tilie rate of -$4.NuI'I lier gifuni sterlimg. Such liaymient s shall
be made ait thle ofie's of the fiscal aget.,ll Mnte Unlitedl Stai(es (I Amicai~, or,
Ill till' Case of paylitelits to he l1ti41lt' inl sterili... at thle ofitces5 (ofitS1h '-tilill-scal

agnt or ot hers ill (reat Britain as thle ti-c-al agents, with tile appril o
the Repubalhihc mlay deosIgnate.

A~RT. 4. P'rinclipal, interest. and sliikinig fundl shiall lie' paid liy the Rpl)hic,
ha ti le of wvar ais wel(ol as i Iliam of lI eave. irrve-pective (of lilme ntloltitlity (if
the hondiholdler or ciluipoi hoider and wht'ther (ir hlot tle bondholder or
coujonl holder Is a it izell of at friendly or a it~ li ,m~te. an lilt] Nl l eil reuiig
anly iltclil-1tt loll asC to tit'- cItizeiitihlp or resilenve olf such holder, or ats to tile
heln'4ih of time sIlb holder. hats lie'luli hiims-l (Of suchl lild or1 voulpomi
at Il %vthiltt ldductionl for altiiy taxi's or itulpfost, oif whatsoever nature, nlow
or htireaftter le'vied bly thme Iti'lalb~i for any oleliartiit'nt. muiipaililty, or oilier
Subivisiotm hereti or' therein. or Iy any C4itimlsian nat inal. tlepar mnittl,
mnmiclial, or oithetr authrirty thet Itt'plllblic azrtn'iiut to) aIs-tame14 1111%, such taxes'
Wlla1may he lit'iumostd 11piiut tilt' liinlir thle vooilllis thteretoi appeitrtaiihng

ill stuamiip or Aa pe pape iu liiir atnil ther li'taxv.- off IIIhe ltd 't'ill fih ' ally Sivilt ision
thereof 1111411 11 I hs grecilient ior t hi'le 'ils. i'r is-- thire4A shlutI hit flit- us

AaRT. 5. Al I 0liis nott I reviiot.ly ret iveiIh liri u.1 i itrti Ii (If thle sillking

Aui'r. 6. 'il'Thelililt it' lidis All I' fo ilt- fav. -, ilt IIIlis of -$l1.0t anti $504).
lit sucih pro rtioti ns as the fiscal ait' iits mtay olciirmne and shall lie expressed
payal .e hutl It as tip piipa t and111 ltttru'-t at1 i'lit 1*1 ofif 1t'ilehdr, I Eiigl ish
hounIds Ste'rling. inl Great Brita in. at thi' ralte oil' $I.sIWLi jivr piounidi sterlinig.
At tIlie retlt'Stt of tlie Ilc l aujeits it', Niutil -Itul aIMI) conltatin proviionsil fot'
Collection oif jI-~irll 'a an Itliit'rtst thlre 'ci:h A in-;irtim smllai /i i elsewhere.

Ar. 7. The idt'iitiv boIt' lds -.lta0 he lit let'tr 4i11"1 apia ltl .- iist'l':iWel'- ts t
principal only biy till(, or bth of tliet fiscal age'its iir biy suihinuanucil institu-
tio(o hiilst ittiils ItS thle fiscalI ut 11.1 aty fr'm lite ti i t it'e ihesgiawi, t
whcilat 111es It'e IU'jinlille1 shall caust' tio, l"itaiiitainid biooks for thle rt'glstra-

Airrm. S. Every liiiu shall IletI'll t istk'ritlt-, l'Y 'leli' ry. unless r('glster'lh as to
prilitiil ill (t( it' 11( nall'of thei owne'r uptin thot redzstrat i liotiks. After such
regU;t rtI'inoi t trtansfer shl II ii vutI lllt!i'-,s talale loit saild Iiotiks biy tile reg"
isteteil (i'ie' 0o' biy itttorney iltily ailtll'irlzed lin waiting andi inoteid onl the
boutd. But Itity. biond( lity lie distlia rtil fromii meadstrat hot by lti'ng lit like
matner t ransferreid to liurebr, atnd t litreupu'-n shal~l beconte t ratnsferalet b~y
delivery; itmid stch Iloniti iay a cain. frimi linii' iii It'. It' i*('i... Weli oir trtaits.
ft-rivil to liearier as, before. Stuth regl-t at hu Ahtill noot alftit filie liewitlilty
Of tile eOtllsilS, anii every Cotlilt slitll mlway; viillllt to lie trI'lt sft'rabhc by
de'lvery anld shall rvitlain liayal&k it) beatrer. and payment thereof to hearer
sha II fully dllsehiutrge t it'- lhpubih andi' thi'l ii-enl agents an11d suliscal agents
Ittll espet oit tie Inteiest thtereit nintbiiiti'i. whvtlit r tfic' liilds toi whih'h q:tth
Coitlliils apper~ltainl lit' registeredi ()I* huot.

A~r 9. As ti eveirmy hionl reglsti'rtd its iii hirltiwlia I thle ls'r-son Ili wltost unna'
the sanie Is registered shall folr aill liuttmtt, CX4'e-lt ilk' payment of interest

El
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represented by the coupons, be deemed the owner thereof, and payment of or
on account of the principal shall be made only to or upon the order of such
registered holder.

ART. 10. The Itepublie, the fiscal agents, the subfiscal agents, the registrar,
and authenticating agent may treat the bearer of any bond not registered,
and the bearer of any coupon for interest on any bond, whether such bond be
registered or not, as the absolute owner of such bond or of such coupon for the
luripose of receiving payment thereof and for all other purposes, any notice
to the contrary notwithstanding. The expenses of registration of bonds shall
be pal(! by the Republic.

AnT. 11. In1 case any bond or coupon shall he mutilated, destroyed, lost, or
stolen he ihpnldib, shall issue. llid tle fisca agents sliall cause to be aulheltti.
cated and delivered. a new bond or coupon of like tenor and denomination in
exchange aind substittion for and upon surrender and cancellation of such
lllt llite( Iloilo (with its coullons, if any), or colon, or i lie ti of ttd snbsti.
tution for the bond (with its couplons, if anyi or coupon so destroyed. lost, or
stole. 'he LIplicalt for such sll-ituted bond (i or coupon shall furnish evi-
dence of the dustruct i bq*s, or Ileft of til, I1ond (wltlb Ifs cOtlolns. if ailly)
or coullon. so destroyed, lost. or stolen. 1in1 ildenlnity sttisfaletory to tile fiscal
agents. T'he evidence fld tile indenntity shall bie satisfactory to the fiscal
agents. The aplplicalnt for the substituted bond or Coupon shall pay the cost
of preparation antd issue of stlh substituted liond or colon.

AnT. 12. The text of the honds aind eoullon: shall ile in English in form satis.
factory to the fi.clal agents mid in conformity will the requ iireinents of tile New
York Stock Exilane. Th lnds slitill contain a provision whereby tite Re.
public, certifies and deilres lint all acts. conditions. and thihl,.l" required to
lie dolne antd lierforned alnd to ive haleIlned precedent to an111 iII tile creation
j ind iss(f of fhe lu' n01, have been done an(d plerforled ad have apelltned in
(11 lil1 stri s t (' 1111141ii111 wli' wit p lhe ('onIstitiltoll lli III%%*-, of fit( t ell iIe.

APT. 13. P10l1dil'If lile V'ngi'iiving and execntlon (if definitive bonds the Relublic
shall execute wnd deliver to the fiscal agents for aithentlcatloll one or more
tenporlry printedl bonds, in such denoilnlations as the fiscal avenits Iay
request, and substantially of lhe tenor of the bonds lerein described, but with-
lUt ('OuliOns or with not ilore tlln one coupon, fl( with 51(.]h provisions 11s tile

fiscal agents illay approve. subject to such regulations as: the fiscal agents
may prescribe. t(llprary I1nd1 s1al' be ex(llangClble without cost to the
holder for the same ;tggrcgaWt, amount of definitive bonds. The Repuldil. will
catisi' definitive itonds to lp prepared, executed, and delivered to the f scal
agents as promltly as Iossll~ie for tile Itllose ot inalking stilt exchanges. Tie
fiscal agents shall htave charge, on belalif of the Republic. of all matters In
reglli'd to tlip ilrleji'atlin of tlile tenllorary find definitive bonds.

ART. 14. The Inds shall be signed In New York City by the minister of the
Rtepullie. tll 'tilt, SUn ta s of A mie'riua. ot', ill his a luselle. Iby the cl ' g
d'affaires, or1 by any other liduly aithorized representative of the Republic,
lind .11111li ('ov- ulntesltli'le by the (o'tIll ge-iteral or actiln' consul general of
the Iteptibli' in New York. o' otlier representative dilly itlthorized by the Colp-
troller General. Iii addition to sn1 sugl mature and countersiginatutr. the d'fini-
tive ond, niny hIear flit written or fac.sinliht' sigilitinre of tit lilit'r of
filainee alld Iullh credit (if tile Reiiulic. -lid of tie eomptroller general of
the lIepubfe. aid shall hear the sal of tilt' Republlc oI a facsimile thereof. Tile
cotillons oil the definitive lionds shall likewise bear s111h fa.sinle signature
of fli 111111istr of |iiliallee flind lublie credit aind of tile collpt rol hr general.

'ie collpols,. If ally, (11 ti' temporary Ionlds shall bear tile facsinile si.Illatu'e
of tie lrslt who signs such temporary bonds.

AnR. 15. The b(nds sill lie authentlatetd by on 01' both of tle fiscal agents
or so1i financial instituition selected by them. Such autileiltthation shall be
conclslv(, t'videlle. and tile oily evidence that the hoIids s-6:) authenticated have
lieen duly Issued hereunder. All exlleiiwes of authlenti('atio shall be pali by
tile Repub!le.

ART. 10. At the request of the fiscal agents the Rellublic will miake allpliela-
tion for the llstlim of the bonds on flit New York Stock Exchange and any
other exchanges. aill shall pay the expenses thereof.

CITAIVr -1. SIXURIY"

ARTICLE 3. The bonds, and the coiiupols tlereto attached. shall constitute
tile lir('ct obligations of tile Ilepuldic. which lleiby 11edge.- its full flitl
anid credit for the duet find punctual paymlelt of principal, Interest, and sinking
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fund. and for (lite performance by the Republic of ill of its obligations set
forth herein and iii the bonds and coupons.ART. 2. Whereas no specific guaranty has been assigned to the bonds ofthe loan which Is the subject of this contract, and whereas if hereafter securityis given in favor of other loans the londs subject of this contract wouldremain in ali Inferior position, which would be ieon.lstent with fundamentaliriticiples of equity, the Republic agrees that if, while any of the bonds ofthe present loan are outstanding, It shall secure any obligations, existing orfutitre, whether under law 10'2 of 1922, or law 12 of 1927, or law 106 of 1927,all* Illy or lttr ailt i lrlzil ioll, existing or' fultre, by I liens or ('la rge tuion,my of th, railroads, river works, ports, highways, roads, or ally part thereof,or ipon ilny income or' revettumes derived therefron, or iny taxes or charges
Imposed with respect thereto, ifr upon lily national itcottie or I'eveties, thenif) every such case the bonds of tils loan sliall be secured in like form and(quafly lnd ratably with suc Ol iga t iolls, ill to that effect the IWIliItli(vngrce. lhat the hond't which are the subject of thi contract shall enjloythe ,a:fill( security as matty tie granted itt tie, future to ily blild or llan.ART. ;. If for ytil.' 111,s18 the olbligatiois of t Republic under this agree-
miit ort., Uitt1''rt Iti' I ,ltis Eli C1lll) lltt., tire iEt complied with the Itepublic(mtolttts atlld ig'evs that uponI, denmand of tite holders of a itaijority it prin-clp:il lloll(}l (I le h liitslaldilg tolidls it will itnltne(lillely play tile entire
iprinlil lt Illeref ll ticcrued Itliterest. Ally such (h.il1trll4 irmy lie t t'lllit It te|to fhe l R public tilfili'ugh Ow)t' fIls(il agetits. The holders Elf aI iiajo rily iit priii-cipal ntil 1lt of tfliv) stlluarlitfg b ilds lit.y resclild tilly such chllit(l, without
I'ret.,idice. h-\me\'er, to agtitl tikinig stuch fiction.

(Cl.\VII .. S"EIRVIC'E OFl. TrleF Hol):

A\tiCit 1. Teila mtlOlnit reiuli1hed for IhIt setnhi tinuil ,rvice. ill gldohi vil ofthi' United Sltife of Americn, of the olnds to be Issued hereunder, exclusiveof the ai' lintts Itil'lide iy tie Iteplil Ic tl ilt, ficitl agents for tiheir ('ImteJlii-
itio hll. ttil Con.sist it) each case (lf a untif,,'o itllri(ti t of $1.22541t00 eomlrising:I , Tile .vlllhlllllhll 4 lldlwg-fmnid islalllnimit, cm,,l~slilpg tot' $175,01I{Il (hit-hlg

(i~llle-111 of I letr cent of (lie total faveO 111llift of hIl lds 11flhilllhvated), pllus
all all illilt (qlial I ) six ]llotlis' iitelrost ill Jill Itllds 'edetinl (i', othelilrwise
relicd tlirouIgh till Operathn of Ihe sitking fund prior to the tiext succeed-ilig s-11llliallllllll jIlttel'(st dlilt(; andl(

(b) Tilt- semutinuail Intel-t(., iniistallillll ll. cosisttig (Ef all itlilm(t vqil
ll six Itlllis' iiiter'st ll all Immtlls ilot redlelled (or other;viso retired prior

Ille lhext ilcedill i lllillii ll il terestna ('.Tho .Silln l llll ilkilig funld I Jlist it I ll1'llt., fire clltllefl to lrelil', lt, entlire
i.sslt 4,f the 1onds nlot Inltr thlli maturilly.

Ain. 2. The Itlelu l.c shill lt-let I ln' hai(Is of lle 1ikia a t'elit s ill NewYork li'. ii titl ll I lit, tlh lltl lecut I lie lie uil ;lt l . In Ihv lelids
of tilt, ,.lil.-ailll Iglltit iii (lle ll l lainhh) it least 30 ihl.s Ip'il' tole(h sl'llll-hlttiittil interest pa'iymtltt (laute Elf it(, Itii llIs tlit' llill required fl'- Ill l ixtSelilltlti I servict (if tile Illii, illlltidilig tlie coites nsaI lol of the fiscalaigelts. All Iaylin, is sll hit de llt I lie flistal lgeltit lit Iheir o lies iInNew York City, ill gold coil (it Iho Unied States (if America ori. I iid to tlie
extent that the 11?(1c1 lig'lits, s]hahli previously reque.st. toI le slIIbCli'lI agentsill Groat1 ]'rilahl Ill ]Haglish] 11411111..s slte rlilg. Til ltlfllllt sip dl,.oi4td villi
the fiscal ligetlts (or subl silal aigetitls fIl' liit' st'r'vice of ie lanlm shall bear
iliterst It 2 iter cent per tinlt diritig si(ii 30 lays.ARtT. 3. Til t,l-pblic will nlako, nlollly dep]osits ill if 'pucial aI(ccoillit ]I' tile
]hilik of l l,' lt 'j iiltlio' itt Il,.oll 'ti' olf I holl i " Elf , . f Ivt' E I, I , ll : ,e'l such14tleiisit shlh o Ieta1l'11 I'll tilt- I1st 'lay lI' i lt l th tilld shall lie v'liliVtlf-llt to0t -welt'tfilh Ef the total iililoulit of t lie tinitt servicee: t'XIllt Idlii ill' ihst(IellosIt shall co nslst of an aUioiti ('orrlOleiiitdIl, ti, I, lie thbite(,'IilIlSid SihllO thedate lif the bonds. In cae of (li e Ililltles lf ti li, Tr,ltvllry Elif Eil lllihtlho Efl'velle lll- I ill allly mother tir~ll.llll,., lle, lRpilblic % ill "h've 11,'0l',l',llt( kpIayltlitti of the s 'i'vi.O of It. (,Xt(ill I, t iti.s. 'l'h, ]elll,li'.. lli'll'ittlvs tol ilt-

dude ili ll il il lud l.ats Iit' ItIItllilt of t1' illiiUl slvi '(of Ill It'st, hollotls.A\RT. 4. Ili lien of llllkill:Z all tit, sllyl. ]llll't of slly Sinlkhing filled I111l.11llh1hl hl vlh,,
tit, ]lliulih" lll.y deliver I h h lfl tigell igts fill- sillirttlriet Ill)I ile stilllg fllldally bllt. with till It1liillrt~l ( ' llll s liS ttilched, irlll ud~t by tht- llt public lit
prices iot excep(llltg 1ar I 'xcll,'e O II('(,ii ill(l alelt d CtOMlliS.iili.s I ll'l-lI -
liahed by cerliltlates signed Iln the ititill' I1f the l]itlllh. slitig sit wh ttI pliceS
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suchi bids wereC so purchased. anid such bonids shall be accepted Iii Bll of caish
II al an finiunt equall to tile ptfirclmie pri1ce (exclusive of ticcrued 1Interest and
cemil ssiiaf dt thle aiaiunt of thet cout Ili lu oil sahi ne'xt; litere-zt late.

ARIT. -5. Excepht us5 lerehitlitter [ridea~td, upon the receipt of ench suich send.
mlimiia I siikli g-flund pii~iiiint. ft(e tisal aigunts Shal ap1:1ialy t hat par1t 4 ftu' a
paid14 Ili cash to thle redemption41 f liods at I lit.I prinii 'a I lillottit fill tielt
'wil. i iiter'est pay1i3'ii'it date: Pr'ovided. IimCT',. Thait if such~ iuoiit'ys
Sh11ll amountlt Ito less thll 1)I~I such suml Iatay. Ie( (Iii ied fi award and11 added
to) tilli next sigiki ag" funid ayine-ut. Such re 1411 41 ii shall lit e ctei-d lit tile

£4o114owing 11111111 ('1' I'lc j':irIicla rl hoantb to lit, 1'('(t'tiiicd oill cati ovca sia a shall
lie (Icteriitit'( by lot of dr-awings cotiiueted by tile liscal ilgenls Ii New York at
,which a rcliresvi'ntt off tlt-i Repiulic niay het- prestahit if tilie Itt'litili' 5(o re.
qejtlss. I ra wil- S11111 slw I wI l icll nt hanteir thl i t leIWi -ilt, i l I iiieihialely
pi'ecell^-i the next sezalaii111tiali Iinteiest-linlyiniieit (Iite. Notice o41 stivIi i'edeinap
tinl shalil leill, pu lihed at 14'iist twvlce Iit il( of4 timoiire' lewsinilier.- of genuit't 'ii'-
('llatloll ill NI'w Yortk C ity st'leited'il iii ech i istanlive ly thet fiscal aient s. anid
shall1 also be LvveII and( plolishiIlii uili limanner'!. lithlei' lii New Xe ark or -ist
Where, as, thle w-ca ,a~ehit. Illuy I iteN'1'llie. 'Ih fius 15111111 ('ll Sha1 lt lie Ilmd'
fit least 2111 days 111unli dill Iely ireatcedilt ia~Ilie Iicxt svili itiiitil hte 5 44 441
&li I t. 8tich na1i ie 41i,1i IIState tilte ,inumber's off tile huaiiih'N to lie redelill I an tess
fill (lit St at ailing- I '(lials arie to lie' NedejuIl4 ), liet d:itV. W~Vl lliall IlVe the ext

eiiiial itittiest Ilay3iit datle. ainid thle lillites (ill New Yairk (Cit y anal. or
elsewhere which '411tl I lie. (esai,-lited lby 1 ie( fiscal a'reiits forl surrenider vitd
paymI~enit. 1 1l0l1 stuci siir-reniilei. on1 orI afteri such date. tilie fiscal 1Ia'lot. :silll

tiltistea coloi s a Id Iaa Iied tha ld r i il ('11 11 lun t fir Such suleiii wit Ii ah ll un-
t41ov1l14t for I hit ipuri,.oe lay thle Rtepubilic. Anyt3 bliia thus, ca1111( lill- re'l4'iilhill41
anld jailt so surrviadtei shiili'll v i to hica ' l Itere'st a ti'i sni4 redelul at 14111 1tI e,
m id fill ('0t1l)(111s fil suilasvqtient Interest Shan I 1e 1' ill.

ART. ft. Allh blaids ret lil thli ugh f ie( si iklina Inial, and tilt ci atilalalls II lail li
Itillie'til Illiliat. shall li e ('1111e1'il. ;11111 t'eturiie(i to) 1levltcpiihilc. .11111 1144 11401(l.
sliIl I lie issttidl inl 11411 thereo f.

ART. 7. Th'le RPul 1 Ic. lit its 01414ml. 1113 I ieit'reis tIile ammit oif :11113' - ul
a iitud sikliimrftiii paymendlt. Ill t hat evelit it noliiit n t i lt11' fi-c il ilgelts
at least t I (143's 1p1101 to tIii' 1xt sulcieefli lwe fiIlt4'I' diate4. Slice I 131Ii r thle
iIIiiiIt by whii l stuchi s4v inumil si kintg-fuind hi13'iiclt I-; to) lie, In creased: antd

slal1411 Im it'- v'ltiI'( siikttiu-fun~d pltit3 iii 1as sip I ti'evisi'i at lew-t 3ou d(i3s Ilrl-lar
to suchl Initerest (11114.

A tii. 8. Any% slilihipg fundl m~oneys tectelvell lby ( lit, fiscal ilgetit s ila y Ilill 1l at it'd1
by M em pi 'i' Ill thle 2.7 a y pr(11' iecedinig tilie ]text sIII lliIilhIIII, in I ire-4 1 liyelit
'lute 44tho flpulrehalse of' holills for the liaccount of thll ltljilitit tlt flu west
Iltiacvs (41411 I1 lide Ilillth .lt:'hzmeiit (if the fiscal lits. ni1t 4-eeill hg piiili

1('1141115t. vslai -f ofi slirltiei'ull iuli('r4'ill 11'41 tea ha' sn . ll ii-s s'ellti Ir.

lll441ilh'4 lii lirticho 4 fif this clii ltti-i. Aniy suchi cash roainI ilig umeai e~lll in
thle lii11 l t1114' fl'-a'.il iga'its i a lti) 2511 dialy prteviahig tile iixt simiu*
tittal flitt't'it Imylliill dalit' shill1 ]w' appliedI to Itle reilemtio 1411aa l~ll", ffit tile
si tilng 1,11t1d ais pro4 c l v1tide.

ARlT. 9t. Not ilig Ini t is agr'eemlent 'oltalilie'i :4li,1i Imps laia ny 1113 b4li ig"t i'll

4i1i tilie fl-cal agents or stllclagenits to 1'lleil o iii y 1 ally111 hoiulls or1 1(o malke
2)113' 1113141its5a fir lcilll lit or Interiest 441' 441 ierwise wit Isl (si'it to) tlie lii t ds
or 111iv Inlter'est co411"lls. exIcept out1 (if fliids pei lcX1is51 rece'tived'tl l ti4 iIlie
11'tepu114' for1 stttli lltrliasl'.

4,ill. 111 il* 'I'it' if441 shill Ilo 141lie i'eviilil. except t liii111t,01 tilie 'ilik g
fund.

Allr. 11. Ini thle fevelt tha t f1ill' lillils 01' ('44t1lllis are noh~t lrletatId for 14tY'v
men'li w~ithIini 211 yviirts a fter tilie les-pecefV 11111 tur II 111 tv :e stilled Ill Owit lii iiil-i"
1t liii cotlillsl~. tili% fiscal agt'vl s or. sttlihi4'ui I agens ltila I'4't1rti11 t tlie Reputlic
II 111lii11'38 helid by I livll 4 f it';1 I).jmeqit ft' such I '44141 11111 ctltionts; md i
thereafter thle hioldiers oif sttch io Ias o1' ('4)11144 11 hl Iliac. 111 eight 14) 111y3

alili ga Ilist thle 'tlsco a eng1Its. or -titiscal aget'lts lii t esect lit "itil I 141Inlit
of such1 111i414'..

CI1A'r1'i N. TIME FISC'AL A.'I- S

ARTICTE 1. Tl'li lteplilc hlereby' itiliotlnits I Itillael l & I'll. 1a1al K'~issel. KiniI
C'li & C'o. 111141 Ihir reaspective stci('essllrs Inlit Isiiss, fit'- 11a ligt'lits of, thet
IttllubIh e I f'fi' all I 1111 o1ses rtnlg to1 ft' hbotlds antiIle Servicl(e (if thet haulII
repr'eseted'i thlei'thyv :1111 sa Ill firms hetreaby3 ttc)'pt suchl fiscal agenity. subject to



SAL. OF FOiIGN BONDS~ on sicitrl1235

tlt-i I II'4visit'iis ofI tiil:glllts Suchl opi iiit:itviit sli ii ('I lit 1111W while ally
(if tilt, Ioit reiiiain ilstit ailing, tin ess soi iler teriiui1le 11- hei aIirvinlafter,

iii ire tilIfIseal alit IS ill tite- l'ilted States of America ir' lit Euiol"'. as.- jImyiig

CdSO 111'. rili', w rith a l iit't Iter fitil e is Ii' iid w id %%-f3'i l t 111 tilen fiscl

IA :1. il1. d~'epsit or it' lleh'ci.tl I ii t le 1* 1 1 aeti Ito-ala 3 i foriesei
tie lititr of 1,1lel honti1 iiitell 111:11 tr.ht his andro visi''n sliiI i' ma alii r (11

the hv'l114 113'4 t4lie11''i(1es. Alf :t11 :11i 25 lii tlt; shll I 'ltil- t.1itlvilillit( If)h

Ilglitsl of111v Ii's Iviei 1.3' fisail ags ild titolk a it' he itl ayt tmate
r'iiTe. t 1111 th lou 1111 W14111i tIIoi-lseri3'; w.l t h e y tlevllt l itr

lmr n llii' o hiev1i0., w~ti'l t s Ow aI'll hm', a tidte I ill Ittnl o. 1 il'lita on-t

I tpi it fluili ls o )1'1ecs of thetiivt'. it- tis'by lt'11t Itit(-i ute ji'ii t'lltis1 i161.1 lgXIICISO
of14 il ie l it-l it.t Iatit l-il l agt.Ow 'nlylivilt l iit' a wit1h11 t111 le11101 weriieI ofl tle
biiiist t li llli.'(ifila theil TwHillilieit stcll Ixle eitlse ()I-1 l~vlii fas fore
Cae 1istryation wihaf le Il l-;lt41liths 41 v- which th eiiil s oj'yc h t,1 xceed l t300 he
111e im fir thu.ilk selII.,o ie e-a Ilc llu~w.\k h

relit v lie ' 1'el~illin a3 the illilii Itcitoar the iseiti :tgeiits'. its ltlt.s i

ltrust ceit- dtyi 11 li , favo of11 fle'1(1 lin o l ii 11 t'('1tile 1 i13'a fill (f01 c ilt er

Oiiij.jit. ofe i 'to alvits t'41 I bei underlis all igtt 'a oll 11 th mid it'es.t

1111the alyrqeto ieRpulv 1.Il N-al wil.wt vpc otl
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AlIT. 10. The fiscal agents, or either of them, inay consult counsel in regard
to their duthes under this agreement, and shall be fully protected Il relying
and acting 111pol tile advice of coun.-el of recogazed standing selected by them
or tilny (if tlt'lii.

Awr. 11. Neither of the fiscal agents or subiiscal agents shall incur any re.
sponslihlity iii acting in reliance upon any authentic instructions or adi'ces,
received by cable or otherwise, as purlporting to cne froin the Minister of
finance and public credit of the Republie or froi the mnahister or charge daf.
faires or consul general of the Republic in the United States of Almierica or
Great Britain.

ART. 12. Any of tie fiscal agents or stibfliseal agents may at any tihe resign
from tile agency by giving notice of suic.i intention to the Republic, slp'cifyllig
the ath oil which such resignation shall become effective; Ovi(led that such
notice shall not be less than P) days, unless tilt Republic agrees to accept less
notice. Tilion the resignmatlon or failure to act. from any cause of either of the
fiscal agents, the rennilinizg fiscal agent shall i t .i! as sole tical agent, amd May
exercise all powers of both fiscal agents. Upon the resigiation, or failure to
act front lanty ciau,4e, of both of the fiscal agents, Ihe fi.cal agency lAill devolve
upon th registrar. if lany. It' at any time tlere still lie to al agent in
offie. the Republic shall provide at least one i.cal agent, it tit- city oIf New
York. to attend to the service of the loan. Upon the resignation or failure to
act of ziny subliscal agent the .fiscal agents llay appoint its successor with the
approval of the Republic.

ART. 13. The fiscal agents, the subliscal agents, the bond registrar, and the
authenticating ageit shall niot incur any liability whatsojexer to tie Repul)llc
or to the bondholders or to anyone else. in actlag lii reliance ipon aniy bond,
coupon, or other instrunment which appears to Iheii to hi' gelmuitin.

ART. 14. All moneys received by either of tile fiscal agents or ,ubilscal zite'its
for the service of the loan iay be held until paid out iii accordance with the
terms of this agreentent, as a general and current deposit, till tilt fiscal agents
agree to pay Interest thereon as stipulated in chapter 4. Interest need not be
Paid to the 'Republlc oil moneys held for plntment of bonds or coupouits due but
not presented for payment.

ART. 15. Tle fiscl agents or subfiscal agents may purchase or otherwise deal
h any of the bonds, with the stune rights as though not acting as such.

CtlAPTE ;. MISVELz..NEOUS PRoVISIONS

ARTIcLE 1. Any notice, request, or Instruction, or order for the paylilent of
moley or tile dillvery of sec'uritles which lmay lit requh'(,d to be given by oile
party to the ither shall Ie d,,nied slillcienit unhs heroln otherwise expressly
provided If given in writing as follows:

(a) If from the fiscal aIents to the Republic, over the signature of either
of the fiscal agents by any member of the firm, and If any of the fiscal agents
be a corporation, then by the president or a vice president thereof, delivered
to the consulate general of the Republic in New York City or by cable ad.
dressed to the minister of finance and public credit of the Republic. provided
that a copy of such cable Is delivered o1 the day It is sent or on the following
business day to said consulate general.

,b) If froni the Republic to the fiscal agents, then by delivery at the office
of either of the fiscal agents in the city of New Yn'k, or by cable addressed to
either of the fiscal agent" at its office In the city of New York by the minister
of finance and public credit of tit, Itepublic aid confirmed him writing delivered
to the fiscal agents by said coz sulate general of the Republic.

An,. 2. Ili cinipliale with any reasonable request inazle by Ihe fiscal agentE
at any lame. the Rtelaublic will furnish then witi all inforinitlon In regard
to Its reveiues, expenses, fitatncilal affairs, and general condition.

ARTz. 3. The rights and obligations under this agreement shall Inure to the
benefit of ial lie binding on time Republie oi tie one hiaid andi on the other
hamd Iaillgarten & Co. and Klssel, Kinnicutt & Co., anid their respective su.e
cessors iza bushint-ss, as fiscal age'its, as well as their respective successors as
fiscal agents.

ART. 4. As soon 3s this agreement shall have been finally flpproved, In aceord-
ance with said laws 102 of 1922, 12 and 106 of 1927, It will lae ral.ed to the form
of a notaril instruiment and recorded with the necessary legal foranalitles, at
the expense of the Republic.

I
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ART. 5. Tile fiscal agents renounce ctonmlencing any dildomltie claim with,
reference to the Obligations and lights arising Irom this agreement except it
Case of delliai of justice, ant agro that there shall not exist such denial, in
conformity with article 42 of law 110 of 1)12 relating to the fiscal codle of
the ltepublie, providing that there are granted the riat'dll s and rights of
action which. ill coifirnity with C'oltliliall laws. Illay he uised before the
judicial power. All suiects5srs in til' fiscal agency will make tilt a e
decliratioi aDs that contllied ill this article.

Ili witness wlereof there are signed three ('Omlliterlllts of' the saie tenr'I
Ili ilte city of Bogota, Iepublie of Cololnifia, oin March 22, 1928.

I',TEIIAN J.ARAMILLO.
PEDIno M. C ARHFIO.

(The contract was signed iii iogota utndtr (late March 22, 1928, aiid was
raised to a puldic deed] by dttd No. 104;, taited April 1i. 11 2, executed before
tile second Iota'y of tilt' ircuit of Bogota, Ilafatl Aildrade S., by Dr. Esteban
Jaramiillo Ias Miliister (if Filiallc' n111111 I'ilblt (r'tvdit of tlin Itteplliile of Co.
lolllbila, anld D~r. Pedtro MI. Calreifto lil tilt- Immlllt of lhtllgaielt l & C:o. andi~ Kis;e,,

Kiiiiiict tt & Co.; ailud siid deed rat rccoittil lit lt rtegi.try (if the cirche,
Bogota, iii book No. 2, duplicate, page 190. No. U!, Alpijl 101, 1928. By deed No.
1207 dated April 23, 1928, txet.uted before' tht, sait iotary, by titie same parties,
there were correttetd Certaii tyiogralicaIl etrrols wiich occirred li tihe Cot-
tract of March 22. 1928, and said ded of rectification was recorded in said
registry Ili hook No. 2, page 2, No. 1851, oii May 24, 1928.)

(Transiati'im of Sitiishl Text)

FISCAL AGENCY AiIEFM ENT 01 TIlt MUNICIA'AiTY OF MEIiWiMiN" (UEPi''i-Ic OF
COLOMIA,) AND tIrARLoTuEN & Cit. ( N) KssL., KINNICUt'i & (Co., FISCAL
AGENTS, DATED JUNE 19, 192S.-I" MUNICIPALITY OF IFDELLtN, ItEVBLIC Or
(COLtiMIIIA, EXTERNAL 61/2 I 'm CFiN oi BONDS OF 1128 "; A'TIIOazEI) $1m.-
000,000; OROIINAL SSUE1, $9,000,001.

NO. 1711

In the district of Medellin, Departnent of Antioqula, Republie of Colombia,
on tile 19th day of June, 1928, before n. Lisandro RIestrepo Giraldo, third
notary public of the circuit of Mtdellin, inl before tilt witnesses AleJimldro
Villegas and Jesus lierial Bravo, males, residents of said circuit, of legal age,
lit good standing, illd who are not subject to any disqiualificatlon, appeared:
Alfredo Ceck A., ipresident of tilt! intulicil,al couiiel of Mi(ellill, JIliilii
Cock A., suplerilntei(hlt of lhe ptl thiill c jiiniiiial ente'rprises, alid Lottis Toro
Escobar, municipal relireselitativt,, in the name aitl oil behalf tif tilt? iiUiiieitllty
of Medellin, dutly alt lioiztd by tile coIlliell of a(1 imniilpailty, party of the
first part; and S. P. Savage, Jr., its special attorney-Il-fact of IlallgIrten & Co.
and Kissel, Kilnetutt & Co., copartlirships dhli,idi ili lit' (!ily of New York,
United States of America, as fiscal agents, parties of the second part.

All the parties appering ht'rtein ar lllhs, 'e.siultllts of fihi. district. of lecail
age, known to me, and they staled:

First. Tie representatives of the party of the first part i'(, autioriztvd to
execute tills agl'entent by virtue of the provision., of nitich, 2 of resolution
No. 5, of May 31. 1928, adopted by tile municipal co.luncil of Medetlln, to which
resolution further reference' shall be nade hereiniafter. Tile representative
of tile parties of the second part acts by virtue of a pwer tif attirnty dated
May 21 of the current year granted lit the (ity of New York by George Merv-
bach for Ilallgarten & Co. an(i Sautel L. Fuller for Kissel, Kiniiicutt & Co.,
which power of attorney is annexdt to tills agreement.

Second. Whereas by resolution No. 54 of 1928 published In the Munieici
Chronilet of May 25, 1928, the municipal eounell of 3Iedelliln re."olved tit von-
tract a ltani in the amount of $9,0.NJ,(X1 hi the forli (if external bontid, forming
part of all authorized issue of $13,000,00), for the lllsets stated In section tI
of article 111 of this agreement; therefore the iunicipallty and Hallgarten &
Co. and Kis.el, Kinnleutt & Co. as fiscal agents. have agreed as follow. It
being proper to state that In connection with this lon contract the approval
of the executive power has already bet obtiined, as appears froim executive

t So in the original. Should read article 2.
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resolution No. 51. (if June 14, 1928. which wais preceded by it favoirable report
of the Giovernmniit of Anl oqula da~ted June 6 Eof til- year. all of which (locu-
nieats tire aililexedl to this agreement.

A~ICLE 1. DEFINITION (IF TERNIS

Theii tillolwiil tei'Iii used fii lits wiaveen4it ,hall III, taken to have the iaji-
Ing hevi ciaffer set forth:iili ~ niieii iyo

1. The wtord "muniiiicipiality" alma it uili~ o Mcdellin. ili the
deliarI iivitt of Aiitisiiiii. Ii till Iteiiiilic of Col oiiiiIla.

2. Tilt- tein "1keca I aents"' slunii Iiota ai 11 1 tidte no(t 40oily 1 '1 Iviliixtue &
Co. and14 Ki.sst'l. Mxinniil t %N 01. lvS eaci 4ft'li it-illiiis 15. 1now ci.isiittited, but
ii Iso ("w!!it of Iidi-illns as (E'1i1I it litted liOt 1'4 i11114' ailI ili MI beI r'espec(tive SIIe-
cessors inll it5les of soli 1(1 111 :1ii11il all 5lliivEsM-l's is fiscal a Ieiil s wiE shin iI It'-
Collie tl-il~ul aglilts Ill thel uiit llili'r j irmidEI illar .1'll('e 10 of tilhi, s agreement.

31. Ie te.Iln lll ltip 11110I coulivi I-' shll Iil theai Ile 111ii I10lia I voiliIl of
M('dellinl.

4. rie terit preslelit- slil ineli le priesidlent of tile 1111111ial [I tIlll.
cii. riie tern '' 5tindl'ie~t'liet gellila ' slii II an i tile suIleiit'itelilblilt g-en-
cralI of thle plicl miunicilp enterprises.

lieaiiii .1 Cet'ificate oft tile secretary oif fte comiin'l that silt'l r'emiltiflo lis
lie eii dlilly adopihtedl by the naiiilcipal comiiill liaccordanice with the laws of
tile Rtepulic Eof (CoElomialiviad the orinanciesiUP Elf tile Depairtmient of Antioqjula,
and14 flls beenl p1'Epertly pulishied iad is att the date of such certificate In full
forlce and14 effect.

0. T1'le terms "wittenl order of the municipality," "written request of the
mfunicipallity " andl "wit teni conisenit of thle municipality," shall mean, re-
shivel ively, it Wriltteni iii'ilei'. rteque'st. Eltilisenit signed biy tilie pri'd~entlt Ef thle
lilt1i1111111 colii' al tilie suipe'ritenident gelieral 1(if the pIubl ic itiniiial
eniterpises.

7. 'I'lip terin " ordinalry rev''inies of the ntiinlvl'lility "' shnl IInicani ts revenues
deiv' edE I ii i l 111111 xlil, excl U tive olf th lE' ced ll't'tE5Ef anly loian oi El' peratlin ilEf

8. The termn "ntet revenues of the plilc iunipal enterprises ' shall ilean
tile i'evt'litue i'eiliilliig after dthtict lug fromi grEoss Inicomie from alil sourices
ex'eplt loans or credit operations or sules of lanlit ond eqluiinelit, till expenzies
foir operithi, repairs, rentals, taxes, a111( lisurane and(1 i'easoniible allow-
an 1ce for depreciatilon.

F'or thei puriposes Elf thIs agreenielit, the municipality declares andl ceri'tfies:
S-EcTioNv 1. Thut the lauuucipo 11ily los lit least 120,000 lnlialitnllits.
S'~x. 2. T1liat the filitl I ilhit of thle miicEipal ity was (Il 'May 1, 19fl28, as

fi i1lbws: l'Nterniil Edebt, $,il IO.Ali'caii gold: Initeinal gAnded dlebt,
1 6 ,EI. 1E Peos (*o'oliliblati gold ;iiiter1iial floating dhebt, 137.900 pesos Coloin-

. 4w. :1. ilit thil tli :'111"1lpilty lhas nlevei' del'allteil i tile palyinelit of either
tlie picial(' I or ilie Interest Er l' illg f71l11l service (of' ny (if Its findebtednes

(.I. of Its liolids.
Xr:E. 4. '1liat the go iss ili 'e, the opera tilig expenses, anid the niet elillig11-s

EXI Iressed Ill 1 '4114)11l1l11 Plli ld. d eiveil 1'rlii thle pitllle nimilci pal, Piiterp'ises
IwNVlet iiiid lawfully oipeiratedl by tile iaunleIlwality for' the years 19123, 1024,
10(25, 111126, 11114 11027 were its stoitedllin Appeix A, ailiexel t4) tis agi'et'iiiet.

lit il41 years 1923, 1142-4, 11125. 11126, amid 11)27 were, Il lit iioii gld, as
st'il ci Ill Allpelillix I" wlllit'Xto i I his :Iigi'eI'iiilit.

prieI fuiids ((I) f'or lite iredhemptIio n on ( )tt iiei 1. 192S. of ll the 41111stn iig1
exSternl 8 per' v'ilit ste'tiul goldl 1111lds of ilie 1111111 i11 plity (Ill tc' Oc'tobher 1',

f'or tilt' expllses oif tills (s~i f liIoiills, epoit of thle first llonith's service of'

-- E---.-uEEmE.-EEpI-Eip- U U
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the loan with the fiscal agents, to p~rovidle for the special reserve fund ats
specifiedl tit section 1) of Article V, aini that till of thle funds i'ece~veli from thei
present loan are to hle used for said putrp~oses.

sfE('. 7. That thet IiiniiicipalityV, as n'plr-Siittvd 1)yN it', munic10pal COMIijl, i.-
fally% aluthized'/'( aiil ellip ower('il 113 tile iiwNS of the Itepui3c of ('ololiliih, tile
d'ecres if thle golverailiil if Said tliejmlit aI31( the revstilimis adopted by thle
mu11n3icipalI coiulivl as follows:

1. To cont rac't tile 141111 3113( to issuep thle In uis ast1 hvievl a Iter un 'vilieil;
2. To make all 3 lie a agreement s anld st ipuila tions lieretil lolt a i ned: .1111l
3. T1o sell the hands tit less thlli pull1.
144.c. 8. Thiait Jill lcts 'oillihllis. 11113 leliI irlualit jes Nvichvi sluihlilive

ileeli (bile or which shlinilid hae happened otiI~ il xisted i~I'l 1ir to tilie jssill i f
thel bonds1 halve lilell dole, Imlivi ledl. and3( ('X as i'iiliel' Iby tilie (03i11131ifIl 1(41.
laws, f33n( (leciel's of thle Rt1114 o l it u' C olomibia, tilie oruliillillic" 11111 d'cr'ees of
tile I)earIltmenIt (if Anlt iotiiia, anid tile resolult ions 40f thle ililil11cipplit y. a ad4 ill
strict a1cordan3ce ther'ewithi.

53CT"lION 1. The 311131 111 a lIt y liciel y crca tes all isslit' of I llills as l1'evill set
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The definitive bonds and their coupons shall be engraved and shall in all respects
conform to the requirements of the New York Stock Exchange for listing. The
English text of the bonds shall be substantially as follows:

MUNICIPALITY OF ME1I-2,Y, REPL'UBLIC OF COL)WMIA-EXTHNAL O1 PER CENT OLD
BOND OF 11128 DUE DECE.MBIEIR 1, 11,51

The municipality of Medellin, in the department of Antoquia, in the Republic
of Colombit Jhereinafter called "tile municlilality"), for value received pro-
nmises to pay to the bearer hereof, or if this bond be registered, to the registered
owier hercof, oil the iirst day of l)eceinber, 1954. in the borough of 3hanhattan,
the, City of New York, either at the office of Ilailgarten & Co., fiscal agent,
or at the office of Kissel, Kinnicutt & Co., fiscal ugent, at the option of the bearer
or registered owler, the stint (of dollars, and to pay interest thereon
from June 1, 1928, tit the rate of 6 per cent per annum, seni|-anllually oil
June 1 and Iectn-ber 1 in each year, until paylnent of said principal silm,
upon p'eseltation and sulrl'eider of the atexed Interest COupOiS its they shall
severally mature.

The principal of and interest on this bond, and the paymenlts for the service
thereof hereinafter referred to, are payable in gold coin of the United States
of Anierica of or eqlual to the statlrd of weight and hielts existing June 1,
1928, and shall be paid in time of war its wvell as of peace, and whether the
holder be a citizen or resident of a state friendly or hostile to tile ihopublic
of Cololnbhil. without deduction for any inlpost, contribution, or other taxes or
govtrnmental charges now or hereaftter levied or collected by or within the
Republic of Colombia, whether national, departmental, municlal, or of any
other nature whatsoever and whether such taxes or charges be on this bond or
on the Income derived therefrom or oin the holder hereof by reason of his
ownership or possession hereof.

This bond Is one of an authorized issue of bonds of the lnulidipality limited
to the aggregate principal amount of $13,00,01)0 to be designated Ma Municipality
of Medellin, Repul,llc of Colombia, externlI 61,. per cent gold bonds of 1928,"
issued and to be isslled y tile lnullicilillity utIllr all0i I ilursunlce of a fiscal
agency agreement (thtd , 1928, between tile nuiiiiielpality and llall.
gartn & Co. and Kissel, Kinnicutt & Co. as fiscal ageults and under authority of
municipal ordlnances of
If while anly of the bonds remain ulnl aid the municipality should issue, enit,

or guarantee any loan or bonds secured by a lnortgage upon iny of its properties
or by ilt:' pledge or right of rtttention olil tIlly of it-, revenues or flunds, or assigni
ny of it - revenues or funds aIs gtlaranty for any obligation, tll bonds of this

issue shalZ have it lien or mortgage oil the slull(' lrortis and revenues prior
to the lien I,' nlortgage seetirin shll i:lture plan ur bonds or obligation.

As provided ti tile agreelnient above nhtntioned, the m niclpailty will pay to
the fiscal aLrlents ill tIle borough of Manhattlitl, the city of New York, at least
30 days prior to tile respctive interest payment (its, the su1 of $360,000 for
service of interest anti sinking fund lit respect of tile original Issue of $9,000.000
of bonds. whill amount upon the issue of any part of tile additional $4,(0JO,4J)0
of bonds as provided in sail agreeulllutlt shall be increased to all aniollt which,
payable senmiannually thereafter. il addition to lprovlding for the semlanlual
Interest, vill sutice fr the redenllltion of till the bonds at or prior to their
maturity it par. The iiseai agents shall apply tie s1is so received by tell
in each half year (a ) to the payinlat of tile next seliillillual interest on till
bonds then outstanding. and (b) th healance its shilkhg fund to tile purchase
of bonds tit not exceeding par and accrued interest; or if unable to purchase the
bonds, then to the redemption of bonds at par by drawing by lot, all as provided
In said agreeielnt. Tile municipality niny increase tile sinking-fund playients
at any the tit its election in tie manner pro'hidd it siid agreelmlent.

Notice of redenlption throusLh tile sinkig fund shall be given by publication
once a week for three successive weeks in two daily newspapers printed In the
English language and published and of general c'iculation ill the borough of
Manhattan, the city of New York, the first publication to le made not less than
20 days bi'fore the redemption date.
The municipality declres this bond to be Its direct illlity and obligation,

and for the pronlpt payment of this bond witlh interest in accordance with the
terms hereof the full faith and credit of tile municipality tire hereby irrevoca-
bly pledged.

I



SALE OF FOREIGN BONDS OR SECURITIES 1241

The municipality recognizes that the fiscal agents and each of tlini or their
respective successors tre the general representatives of the holders of the bonds
and may institute and curry on for them, in tie names of the fiscal agents or
either of them, all actions and proceedings, whatever be the grounds thereof,
without being required to produce or possess any of tie bonds iit any court or
elsewhere or to prove their agency for or authority from said boldholders to
represent theta.

In case default as defined in the agreement shall occur, the prinillal of all
the bonds may be declared due or (sic) payable inl the manner provided in said
agreement.

It is hereby certified and rmetled by the municipality that all avlt. c, vidi.
tloti,, and things required to be done, to ha1ve halp)elled or to exist prior to lit,
iss'nllive of tills bold have bevii done, havo hapllliivd atd exist ill (ile and
strict cotnlldiallce with tille constitution, laws and decrees of the litpuldie of
Colomibiai, tihe ordilances of t' department of At llulil. aind the i resolutions of
the matunicipality.

This holld shall pass by delivery 1uu1les,- registered ill tile nmille of tlit, 'I\v tier
at the priltiiial olie il tile borough of Manhattan, ie city of New York, of
National l atik of (Coninerce ill New York, registrar, such registrationl being
noted lereoll by said registrar. Aftor stlch registration 1n) tratst'er shll be
valid minless made it said office by the registered owner it iti-rsot 0r by duly
authorized attorney antd sitmilarly notedi horeton by said rocisetrar; but this allnd
may be discharged front registration by being in like inianter transferred to
bearer, mid thereupon transleraleh tsit') by delivery shnall be restored ati this
bond maUty again from time to timbebe lgi'gtert-i or tranitferred to bearer al
before.

Tills bond shttll ia be valid tIntil it shall ive bieenm autientictted by tile
signature of National Btank of (.oninerce,.n New York. as authenticatitg
agent, to the certlfhate hereon endorsed.

In witness whereof, tile municipality of Medellin has causedd this bond to be
engraved with tie facsimile signatures of tite President of the municipal
council tlid tite treasurer of revenues, and to he signed in its aille ili tile city
of New York by the special delegate of the municlpality appointed for that
purpose, and the seal of the lauhicipallty to be impressed or engraved hereaon,
and tite interest coupons bearing the entgraved fatsitnle signature of the
treasurer of revetntes to be hereunto attaehiil.

Dated, June 1. 1928.
MUNICIPALITY OF ME9E91 LLIN,

fly
,pceial Dclegate.

Presidet of the .11unileipal Council.

Treasurer of Rercnues.

The Eanglish text of the interest coupons shall lie substaittially as follows:
No. $--

On the first day of . unless tile bond hereinafter mentioned shall lve
been called for previous redemption and payment thereof duly provided for, the
mtlnicipality of Medellin, Republic of o'lonbiia. will t11os tit' surrender of
this coupon pay to the bearer lereof. in th borougli of Manhattan. the city of
New York, at tite office of Hailgarten & Co., fiscal egenlt, or at. the office of
Kissel, Kinnicutt & V'o., fiscal agellt, at the option of the bearer, tite stun of

dollars In gold coin of the United states of America of or equal to the
standard of eight and finieness existing g J.une 1, 1928. without deduction for
any taxes levied within the lIepublie of Colombht as specifled In tite holld Itre-
inafter mentioned, being 6 lionths' interest then due on municipality of Model-
Iln, Republic of Colombia, external 61/, per cent -old bond of 1928, due De-
cember 1, 1954, No.

Treasurer of Ieremiees.

SEo. 4. All definitive bon(s i.,ued itereillider shall Iho coupon bonds. shall
bear the engraved facsimile signatures of tite president of the ilunltlpal counl-
cil and the treasurer of revelns of tile nunihipality and slali be signed in the
city of New York by a special delegate , of tile municipality to be appointed
for that purpose. The seal of the municipality shall be Impressed oi engraved
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on each of the bonds. In case any otricer of the municipality whose facsimile
signature shall have been engraved upon any bond shall cease to be such
officer of the municipality before such bond shall be actually authenticated
and delivered, such bond, nevertheless, may be adopted by the municipality
and be authenticated, delivered and issued as though the person whose file-
simile signature appears engraved upon such bond had not ceased to be such
officer of the nlunicipality. Tile coupons to be attached to the bonds shall
bear the facsimile signature of the present or any future treasurer of revenues
of the municipality, and the municipality may adopt and use for that purpose
the facsimile signature of any person who shall have been such treasurer of
reveilios, notwithstanding the fict that he may have ceased to be such treasurer
on th date when such bonds shall be actually nuthentieated and delivered. The

o alas shall be delivered to the National Bank of Commerce in New York or
other authenticating agent appointed by the fiscal agents.

Only such bonds as shll bear endorsed thereon a certificate duly executed
by the autllentlcating agent il the form hereinafter sot forth, shall be valid or
be entitled to any benefit hereunder, and such certificate shall be conclusive
evidence and the only evidence that the bond bearing the same has been duly
authenticated and delivered hereunder. The English text of said certificate
shall be as follows:

"This Is one of the bonds described in the within mentioned fiscal agency
agreement.

NATIONAL BANK OF COMMERCE IN NEW YoRK,

Authcnticatig Agcnt."

Sc. 5. The bonds shall be of the detiominations of $1,000 and $500, and of
such respective amounts of each denomination as the fiscal agents may de-
termine. The bonds of the denomination of $1,000 shall be numbered M 1 and
consecutively upward, and those of the denomination of $500, D 1 and con-
secutively upward.

Sac. 6. The muilelpality agr'(,s to keel) at the principal ofi .e of the regis-
trar of the bonds ill the borough of Manhattan In the city of New York, so
long as any of the bonds shall be outstanding, a register for the registration
and transfer of bonds, and upon presentation for such purpose the municipality
will, as it may prescribe, register therein any of the bonds as to the principal
thereof. Tile bearer of any bond may have the same registered in his name
on said book, such registry being noted on the bond, after which no transfer
shall be valid unless made on said books by the registered owner in person or
by his attorney duly authorized and similarly noted on the bond, but the same
may be discharged from registry by being in like manner transferred to bearer,
after which it shall be transferable by delivery; but such bond may again
from time to time be registered or transferred to bearer as before. Such
registration shall not affect the negotiability of the coupons belonging to any
bond, but every such coupon shall continue to pass by delivery and shall re-
main payable to bearer. The authenticating agent is hereby appointed the
registrar of the bonds.

Svc. 7. As to any bond registered as to principal, the person in whose name
the same shail be registered shall, for 1l purposes of this agreement, be re-
garded as the absolute owner thereof, and thereafter payment of the principal of
such bond shall be made only to such registered owner, but such registration
may be changed as above provided. All such payments shall be valid and
effectual to satisfy and discharge tile liability upon such bonds to tile extent
of the sum1 or sums so paid. The municipality, tile fiscal agents, and the at-
thenticating agent and registrar may den and treat the bearer of tny bond
which shall not at the time be registered, and the bearer of any coupon for
interest upon any bond, whether or not such bond shall be registered, as the
absolute owner of such bond or coupon for the purpose of receiving payment
thereof, and for all other purposes whatsoever, and tile fiscal age nts aind tie
municipality shall not he affected by tiny notice to the contrary.

SEc. 8. Until the definitive bonds can be prepared the municipality may
issue, and the authenticating agent shall authenticate and deliver, in lieu of
such definitive bonds and subject to the same provisions, limitations and con-
ditions, temporary printed bonds of any denomination specified in the written
or cabled order directing the authentication and delivery thereof. Such tern-
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porary bonds shall be substantially of the tenor of the definitive bonds, but
in the English language only, with or without coupons and with or without
the facamile signatures and seal required for definitive bonds, and with appro-
priate omissions, variations, and insertions as may e required. Such temipo-
rary bonds shall be exchangeable for definitive bonds when the same are ready
for delivery; and upon surrender for xchange, such tmporary bonds forthwith
shall be canceled and cremated by the authenticating agent, and the munici-
pality at its own expense shall issue, and the authenticating agent shall authen-
ticte and deliver in exchange therefor, definitive bonds for the same aggregate
principal amount as the temporary bonds surrendered. Until so exchanged,
each of said temporary bonds in all respects shall be entitled to the benefit
of this instrument as a bond authenticated and delivered hereunder, and in
the case of temporary bonds without coupons, the Interest thereon when and
as payable, shall be paid upon presentation thereof, and notation of such
payment shall be endorsed thereon.

The fiscal agents are authorized on behalf and at the expense of the munici-
pality to bring about the preparation of the temporary and definitive bonds,
and its soon its the definitive bond- are ready. the municipality will imme-
diately cause said definitive bonds to be signed in the cty of New York by
a special delegate appointed for such purpose, and to be delivered to the
authenticating agent to be exchanged for such temporary bonds.

SEC. 9. In case any bond with the coupons belonging thereto, shall be muti-
lated or shall be lost or destroyed, then upon the production of such mutilated
bond, or upon the receipt of evidence satisfactory to the municipality and the
authenticating agent of the loss or destruction of such bond and its coupons,
if any, and upon receipt also of indemnity satisfactory t o each of th i, the
municipality shall, in its discretion, issue and thereupon the authenticating
agent shall authenticate and deliver, a new bond and coupons in exchange for,
and upon cancellation of, the mutilated bond and its coupons, or in lieu of
the bond and Its coupons so lost or destroyed. 'The authenticating agent is
authorized to authenticate and Issue appropriate evidences of indebtedness in
substitution for mutilated coupons in accordance with the regulations of the
New York Stock Exchange. upon the surrender of such mutilated coupons.
The applicant for a substituted bond or coupon shall pay the cost of prepara-
tion and issue thereof.

SEC. 10. Any bonds not presented for payment at maturity, or not presented
for redemption upon the date designated for such redemption, shall, after the
lapse of 30 years from and after the date of maturity or such redem:tlon
date, as the case may be, cease to be an obligation of the municipality, aud
any coupons not presented for payment at maturity shall after the lapse of
20 years thereafter cease to be an obligation of the municipality. The holders
of such bonds or coupons shall cease to have any rights whatsoever arising
out of this agreement; and the fiscal agents, after the lapse of said respective
periods, shall pay over to the municipality any moneys held by them for the
payment of such bonds and coupons; and upon presentation to the munticpality
after the expiration of said period, such honds and coupons shall be canceled
and destroyed.

The municipality hereby renounces the benefit of tiny law which authorizes
it to refuse recognition of said bonds and coupons prior to the expiration of
said respective periods; but after said respective periods shall have elapsed,
the bonds and coupons shall be of no value whatsoever as evidence of an in-
debtedness of the municipality. The fiscal agents accept the above concession
and renunciation on behalf of the holders of the bonds and coupons. During
any such additional period, the bonds shall not bear interest if due provision
shall have been made by the municipality for their payment.

SEC. 11. The indebtedness represented by the bonds shall constitute and is
hereby declared to be a direct obligation of the municipality, irrespective of
any specific security which may hereafter be constituted; and the municipality
hereby pledges in the most solemn manner its full faith and credit to the due
and punctual payment of the bonds, both principal and interest, and of all
amounts required for the service of the bonds, and for the performance of all
obligations of the municipality contained in this instrument.

Swv. 12. The municipality agrees that in the bonds it shall be provided, that
if while any of the bonds remain unpaid the municipality should issue, emit or
guarantee any loan or bonds secured by a mortgage on any of its properties or
by any pledge or right to claim on any of its revenues or funds, or assign any
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of its revenues or funds as guaranty for any obligation, the bonds of this issue
shall have a lien or mortgage on the same properties and revenues prior to
the lien or mortgage securing such future loan or bonds or obligation.

ARTICLE IV. ISSUE OF BONDS

SECION 1. The municipality shall forthwith execute $9,000,000 principal
amount of bonds constituting the original issue under this agreement and shall
deliver the same to National Bank of Commerce in New York, for authentica-
tion by it, and the authenticating agent, upon receipt by it of an opinion, which
may be in written or cable form, from Colombian counsel approved by the
authenticating agent, stating that this agreement has been duly completed,
executed, delivered and registered, or that such registration is unnecessary,
that all formalities and acts have been performed to make this agreement valid
and enforceable according to its terms, andl that the bonds provided for herein,
when executed, authenticated and delivered will be the binding and enforce-
able obligations of the nunicipality and entitled to the benefits provided for
in this agreement, shall authenticate and deliver said $9,000,000 principal
aipnount of the bonds as directed by the written or cabled order of the presi-
dent and the superintendent general. Before authenticating or delivering any
bond, all coupons thereon matured shall be detached and canceled by the
authenticating agent.

SEC. 2. The additional $4,000,000 principal amount of bonds to be issued
under this agreement may be issued pursuant to resolution of the counll at
such time as the municipality shall see fit, subject to the provisions and re-
strictions set forth in this agreement, provided (a) that there shall be no
default hereunder; (b) that the entire $4,000,000 principal amount of additional
bonds shall be issued at one time or in two installments of $2,000,000 each; (c)
that such additional bonds shall not be issued unless the total amount required
for the annual service of the entire external and internal debt of the munici-
pality, including the service of such additional bonds then to be issued, shall
not exceed an amount equal to 20 per cent of the ordinary revenues of ite
municipality plus 80 per cent of the net revenues of the public m1n!cipal
enterprise owned by the municipality during 12 months out of the 15
months preceding the issue of such additional bonds. The amounts re-
quired for the annual service of the municipality's debt and the amount of
the ordinary revenues of the municipality and of the net revenues of said public
municipal enterprises shall be evidenced by official documents signed by the
president and by the superintendent general, or by other official documents satis-
factory to the fiscal agents; (d) that an agreement supplemental to this agree-
ment shall be executed by the municipality and fiscal agents specifying the
amount of the semiannual payments for the service of the bonds to be deposited
thereafter in accordance with the provisions of section 1 of Article V hereof;
(e) that due provision shall have been made for paying the additional sums re-
quired to be paid to the fiscal agents for account of the service of the additional
bonds for the then current six months' period; and that the additional amount
for the special reserve fund be paid as provided in section 9 of said Article V.
Before authenticating and delivering said $4,000,000 or $2,000,000 principal
amount of additional bonds, the authenticating agent shall detach and cancel
all matured coupons appertaining thereto.

ARTICLE .5. SERVICE OP THE BONDS, SPECIAL RESERVE FUND

SECTION 1. The municipality shall place in the hands of the fiscal agents in
New York. at least 30 days prior to each semiannual interest payment date of
the bonds, an amount in gold dollars of the United States of America. equal to
the sum of the following: (a) such amount as may be required to cover the fees
of the fiscal agents; (b) the sum of $360,000 for service of interest and sinking
fund in respect to the original issue of $9,000,000 of bonds, which amount upon
the issuance of any of the additional $4,000.000 of bonds hereunder shall be
increased to an amount which, in addition to providing for the semi-annual in-
terest, will suffice for the redemption of all bonds hereunder, at or prior to
their maturity at par, said amount to be agreed upon between the municipality
and the fiscal agents simultaneously with or prior to the authentication and
delivery of such additional bonds.

SEC. 2. In order to carry out the provisions of the preceding section 1, the
municipality will pay over to the fiscal agents from the proceeds of the bonds at
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the time of payment therefor a sum equal to one-twelfth of the annual service
on said original issue of bonds. The municipality will thereafter make monthly
deposits in a special account in a bank in Medellin chosen by agreement with
the fiscal agents for account of the service of the loan: each such deposit shall
be made on the last day of the month and shall be equivalent to one-twelfth of
the total amount of the annual service. The municipality agrees to cause said
depositary bank In Medellin to remit to the fiscal agents at their offices in New
York City out of the moneys deposited as aforesaid the full amount deposited
In each half year in such manner that said amount shall be received by the fis-
cal agents not less than 30 days prior to each semiannual interest payment
date. The deposit of sums with said depositary bank in Medellin shall not re-
lieve the municipality of any obligation under section 1 of this article except
to the extent that such sums are actually received by the fiscal agents.

Sna. 3. All remittances received by the fiscal agents on account of the
bond service shall be applied by them as follows: (a) To the payment of the
next semiannual interest on bonds then outstanding; (b) the balance as a
sinking fund to the purchase of bonds upon tender or in the open market.
or at private sale or upon any exchange or in any one or more of said ways
according as the fiscal agents in their uncontrolled discretion shall determine,
at the best prices at which they are, in the judgment of the fiscal agents,
obtainable, but not in excess of their principal amount and aiccrued interest;
(c) if the market price of bonds lie above par then the sinkiig fund shall lip
applied to retire the bonds by drawings at par, as hereinafter provided.

Sue. 4. If on May 7 or November 7 in any year there shall remain in the
sinking fund money sufficient to redeem on the next interest payment date at
least $10.OO{ principal amount of bonds, such money shall be set aside and
used by the fiscal agents in the following manner:

The fiscal agents shall draw by lot for redemption at their principal amount
and accrued interest on the next interest payment date a number of bonds
then outstanding sufficient, as nearly as may be, to exhaust such moneys
remaining in the sinking fund. Such drawings shall be made at the offie of
either of the fiscal agents in the city of New York, or elsewhre as the fiscal
agents may designate. Forthwith after every drawing to determil e the par-
ticular bonds to he redeemed as aforesaid, the fiscal agents shall give notice
to the holders of the bonds so drawn by advertisement to be published once
a week for three successive weeks in two daily newspapers printed in the
English language and published and of general circulation in the borough of
• Mianhattan, the city of New York. to be selected by the Ileal agents: the
first publication to be made not less thn 20 days before tile (late fixed for
dedemption. Such notice shall specify the numbers of the bonds so drawn for
redemption, unless all outstadig bonds are to be redeemed, and shall state
that said bonds will be redeemed on the next interest payment date; and shall
state the time and place or places for the redemption of the bonds to be
redeemed. The fiscal agents shall notify the municipality promptly after
each such drawing of the numbers of the bonds which have been drawn for
redemption.

Sue. 5. The municipality may at ally time increase the amount payable
by it to the sinking fund for the purchase or redemption of bolds on any
semiannual interest payment date, provided, however, that in the case of such
Increased payment the amount thereof shall be deposited with tle fiscal agents
not less than 45 (lays prior to the interest payment date; and the call for
redemption, in case the funds shall not have been exhausted in the purchase
of bonds, shall take place and notice be given in the manner provided In
section 4 of this article.

SEa. 6. So soon as the fiscal agents shall have drawn any bond by lot for
redemption and commenced publication of notice of such redemption pursuant
to the provisions of section 4 of this article, the money held by the fiscal agents
for the redemption of such bond shall, without further act, be treated as set
aside and reserved for the benefit of the holder of such bond and the coupons
thereto belonging, and such reservation and such sum shall constitute full
payment of the bond and the coupons thereto belonging as between the
municipality and the holder thereof. The sum so reserved in the hands of the
fiscal agents shall constitute a special trust fund for the benefit of said bond
and coupons, but no interest shall accrue on such fund in Its favor. There-
upon and thereafter, the holder of such bond and the coupons thereto belonging
shall look for payment of such bond and coupons only to the fund so reserved
In the hands of the fiscal agents, and in no event to the municipality.
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Sm. 7. All bonds and the coupons attached thereto purchased or redeemed
through the operation of the sinking fund, shall be canceled by the fiscal agents
and delivered to the authenticating agent, who shall cremate the same and
deliver to the fiscal agents certificates in duplicate of the cremation of such
bonds and coupons; and no bonds shall be Issued in lieu thereof or In exchange
therefor. This provision shall not prevent the issue of the additional bonds
as provided In this agreement, so long as the total aggregate principal amount
of tile bonds issued hereunder, whether outstaling or redeemed, shall at 110
timne exceed $13,000,000.

SEC. 8. All moneys at any time constituting a part of the sinking fund, except
moneys reserved and set aside for the redemption of bonds, pursuant to the
provisions of this article 5, shall be held by the fiscal agents for the benefit
of the holders of time bonds secured hereby. If for any reason the munici-
pality should fail to nake bond service remittances for any period of six
months in any year sufficient to pay the installment of interest due at the
termination of such six months' period, the fiscal agents may tn their uncon-
trolled discretion, apply any moneys then In the sinking fund, except moneys
reserved as aforesaid, to the payment of such interest installments; and upon
default In the payment at maturity of the principal of any of said bonds,
whether such maturity occurs by declaration or otherwise, any portion of the
sinking fund then In the hands of the fiscal agents, except as aforesaid, shall
be applied as follows: (1) To the payment of all charges, expenses, liabilities
and advances incurred or made by the fiscal agents under this agreement;
and (2) to the payment of all amounts then owing upon tile bondss for principal
and interest, prorata and without preference or priority of principal over interest
or of Interest over principal or of any Installment of interest over any other
installment of Interest.

SEC. 9. The municipality will set up from tile proceeds of the bonds and
Inaintailnl at tll time. oil deposit with the fiscal agents in New York, a fund,
herein referred to as the "special reserve fund." Said special reserve fund,
as originally constituted, shall amount to $360,000 American gold, being an
amount equal to six months' service on the original is.sue of $9,00,000 of
bonds. Simultaneously with or prior to the autllentication and delivery of
the addition $4,000,000 or $2,000,000 of bonds, the municipality shall increase
said special reserve fund by paying to the fiscal agents an ainount sufficient
to inake said fund equal to six months' service on the entire eleven or thirteen
milliiin dollars of honde. of ths issue.

S: hl special reserve funi shall be applicable to the service of the bonds
as hereinafter provided .nd in case any part thereof shall be so ippilied, the
municipality will forthwith replenish said fund so that it all thiles during
the life of the bonds there shall remain in said special reserve fund all amount
equal to six months' service as aforesaid. Said special reserve fund may
be applied by the fiscal agents to the bond service in case for any reason the
remittances for the service of the bonds required by this agreement should
cease i whole or in part, but said special reserve fund is not intended to
relieve the municipality of the obligation to make the relmittances herein
specified.

Upon the moneys held in the special reserve fund interest shall be allowed
to the municipality by the fiscal agents at a rate of one-half of 1 per cent
below the current New York Federal reserve hank rate, provided, however,
that in any case the rate of interest on such nioneys shall not be less than
21/, per cent per annum.

Said special reserve fund sill be invested and reinvested from time to tille
by either of the fiscal agents In their discretion In any one or more of the
following securities: 25-year external 7 per cent secured gold bonds of the
municipality of 1926; bonds of the Republic of Colombia, or of any depart.
ment thereof, and any bonds guaranteed by the Republic of Colombia. or any
bonds Issued by the United States of America. Every such Investment shall
be entirely at the risk of the municipality and the municipality agrees to make
good from time to time Immediately upon request of the fiscal agents any
deficiency between the amount originally invested in all of sail bonds and
the aggregate value of such bonds based on the then current market quotations.

Whenever the market value of the bonds representing such special reserve
fund shall equal or exceed the amount Invested therein, or any deficiency
shall have been made good, the net income from such Investments, after
deducting the usual brokerage commission to the fiscal agents, of one-quarter
of 1 per cent of the principal amount of the investments purchased or sold
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and any expenses incurred by tihe fiscal agents in connection with said bonds,
shall be paid by the fiscal agents semiannually to or upon the order of the
municipality. The municipality hereby agrees that every holder of the bonds
secured by this agreement by accepting such bonds shall be understood to
agree that neither of the fiscal agents shall be responsible for any investment
made by tile fiscal agents hereunder, nor for their failure to make any
investment.

ARTICLE 0. SPECIAL COVENANTS OF TIME MUNICIPALITY

The municipality hereby covenants and agrees with tihe fiscal agents for tile
benefit of the holders severally and respectively of the bonds, as follows:

SECTION 1. The municipality will duly an( punctually pay the principal and
interest on every bond issued under this agreement on the dltes and at the
places and in the manner specified in such bonds or in the appurtenant coupons,
according to tile true intent and meaning thereof.
SEC. 2. The municipality, at all times, until tile final payment of all bonds

issued under this agreement, will maintain at the offices of the fiscal agents In
the city of New York, an agency where the bonds and coupons 111ay be presented
for payment and where all notices and demands in respect of the bonds and L

coupons under this agreement may be served.
SEC. 3. The municipality agrees that it will cause this agreed iet to be re-

corded according to the laws of the Republic of Colombia in the proper regis-
tries of public instruments or it such other places and offices as may be provided
by law in order to preserve and protect the rights of the fiscal agents and of
the holders of tile bonds.
SEc. 4. The municipality will furnish to the fiscal agents within two nonth.s

after the close of each quarter year it full report, signed by the president and
by the superintendent general, showing the operations of tile public municipal
enterprises for such quarter year, whlclh report shall include the statement of
net income and tile various sources of gross Income and of fixed and operating
expenses. The municipality will also furnish to the fiscal agents within two
months after tile close of each fiscal year a similar report signed by the presi-
dent and by the treasurer of revenues showing the total revenues of the munic-
ipality from all sources other than from public municipal enterprises, and the
total expenditures of the municipality for all purposes other than for the public
municipal enterprises for such fiscal year, and containing also i statement of
the debts of the municipality (including absolute and contingent lilablities)
with the principal subdivisons thereof, as of file close of such fiscal year. 'rine
muneipality as soon as the budget Is adopted and approved, will also ftnishi
the fiscal agents with a copy thereof duly certified or authenticate( by the
president and the secretary of the council.
The municipality will also furnish to tine fiscal agents any and all informna-

tion which they may reasonably request relating to the public municipal enlter-
prises or to the financial condition of the municipality or to the prefornance or
observance of tile terms of this agreement.

Tile fiscal agents shall be tinder no duty to Inquire into, and shall Ie under
no responsibility whatsoever for, the correctness, truthfulness, accuracy or suf-
ficiency of any such reports required by the provisions of this section to be
furnished to them by the municipality, or with respect to any facts, figures or
information contained inn any of such reports, and the sole duty of the fiscal
agents with respect to all of such reports shall be to receive them and keep them
on file during a period of two years for inspection by any holder of bonds issued
hereunder.

SEC. 5. The municipality will, until the final payment of all of the bonds,
include the service of the bonds in the municipal budget in a separate elapter
or title devoted to the external debt of tine municipality, and the municipality
pledges its faith to full compliance with the stipulations herein contained, and
binds itself in the most complete and elTective manner to give, as soon its this
agreement Is signed, a general order to the Government office, In accordance
With article 1 of ordinance 13 of 1916 (April 8) to pay and remit to the
fiscal agents for the purposes of this agreement the amount necessary to pro-
vide for the full bond service whenever funds shall not have been provided
in due time for said service in whole or In part as provided in this agree-
ment. It is understood that thne order to the Government office will be sub-
ject to the prior payment of the six units for public education, and to the
rights of the holders of the 7 per cent bonds Issued pursuant to the'contract
of December 21, 1926.
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Sc. 6. So long as any bonds issued under this agreement shall be outstand.
ing, the municipality agrees that, unless funds sufficient for the redemption
of all bonds of tils issue shall simultaneously be deposited with the fiscal
agents for tile sinking fund, the municipality will not issue uny external or
Internal tionds or other evidences of funded debt except when the total amount
required for the annual service of the entire external or internal debt of the
municipality, including the service of such bonds or evidence of funded debt
then to be issued, shall not exceed an amount equal to 20 per cent of the ordi.
nary revenues of the municipality, plus 80 per cent of the net revenues of the
public munilcilal enterprises owned by the municipality during 12 months out
of the 15 months preceding the issue of such additional bonds or evIdences of
funded debt.

ARTICLE 7. UE1MEDIWS

Smerlo. 1. Tile following events are hereby called "events of default
(1) Default i tihe making of any bond service remittance as required by

article 5 of this instrument and the continuince of such default for a period
(of 30) days.

12) Default in the payllient (if the princlltal of tiny head Issued hereunder
when the ;ame -hall become due and payahle, whether at maturity, or upon
the date fixed for its redemption, or by virtue of declaration made as herein
provided, or otlherivise.

t3) Default by the municipality in the due performance or observance of
any other covenant or condition of this agreement and the continuance of
such default for a period (if :10 days after written notice of such default to
the munlepallty from the fiscal agents or from the holders of 10 per cent In
amount of the bonds issued hereunder and at the time outstanding.

(4) Default by the municipality In the performance of any covenant on Its
part to be performed in saifi instrument of mortgage and pledge dated Decem.
ber 21, 120, In such manner and to such extent that the trustee then acting
thereunder shall thereby have the right to declare due and payable the 7 per
cent bonds secured by said instrument or to institute proceedings to enforce
any rights secured by said instrument dated December 21, 1926.

Sc. 2. In case one or more of the events of default shall happen, the fiscal
agents, or either of them, may and, hion the written request of the holders of
a majority In amount of the bonds Issued hereunder and then outstanding shall,
by notice in writing sent by mail to the P'resident and addressed to lhm at
Medellin. C'ol..miila, declare the prhtcilpal of and interest on all the bonds then
outstanding to te due and payable :nlediately, atid upon tiny such declaration
the same shall becolie and be immediately due tint] payable. This provision
is subject, however, to the condition that if, tit any tile after such declaration
is made, all arrears of interest upon all the bonds, together with all sums paid
or advanced by the fiscal agents under any provisions of this agreement and
the reasonable and proper charges, expenses tint] liabilities of the fiscal agents
and registrar and their agelts, attorney.; and counsel, and till other sums pay.
able under this agreenielt (except the prinllial of tile bondss so declared due
and payable), shall be paid by or on behalf of the mullcillpalIty, and every
default under tills agrtllellt tnill under said Instrument dated December 21,
1926, shall have beel remedied, then lnd In every such case tile holders of a
majority il amount (If tile bonds then outstlntling, by written notice to the
President and] to the fiscal agents may rescind and annul suci declaration; but
no such action shall extend to or affect any subsequent default or impair any
right consequent tlereon.

Smc. 3. If an event of default shall occur, the fiscal agents may proceed to
protect and enforce their rights and the rights of the holders of the bonds
secured by tills agreement, and to institute and prosecute such judicial or
extrajudlclal proceedings as the fiscal agents, belitg advised by counsel, shall
deem most effectul, to enforce any of their rights or the rghts of holders of
the bonds secured by this agrevent.

Sac. 4. The fiscal agents ale lerl',hy alollited tile general representatives
of the holders of the bonds to deal with the municipality and to exercise all
other powers conferred upon the fiscal agents by this agreement, and the
municipality hereby acknowledges a11 recognizes such appointment. The mu-
nicipality agrees that the fiscal agents, as such general representatives of the
bondholders, may exercise all and any of the remedies conferred upon the fiscal
agents by this agreement, and may Institute and prosecute, on behalf of the
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holders of the bonds and inn tine name of the fiscal agents all judicial proceed-
ings without the possession of any of tile bonds or coupons, or the production
thereof in any such Judicial proceedings as proof of their authority as represen-
tatives of the bondholders.

.IITICLE N. VIDENCE OF HIGIiTS OF IHONDliOIDFItS

SECTION 1. Any request or other instrument required by this agreement to be
signed or executed by Iionldholders nity b, lit any number of concurrent writings
of the same tenor, and may be signed or executed by such bondlolders in per-
son or by agent or agents duly appointed il writing. Proof of the execution of
any such request or wr;ting or of tIne instrument appointing tiny such agent and
of the holding by any person of bearer bonds shall be sutlicient for tiny purpose
of this agreement and sliall be conclusive in favor of tihe fiscal agents or tie
municipality, if made in the manner provided int this article.

SEo. 2. The execution by any person of any such request or writing and tile
date thereof may be proved by the aflidavit of a witness or such execut:on or
by the certificate of tny notary lublie or otier ollicer of any country, author-
ized by the law thereof to take acknowledinnients of documents, certifying that
the person signing such request or writing acknowledged to hil the execution
thereof.

SEc. 3. Tile amount of bearer bonds held by any person executing tiny such
request or writing as a bondholder, and the distinguishing numbers of the
bonds held by such person, and the date of his holding the same, may be
proved by a certificate executed by any trust company, bank, banker or other
depositary (wherever situated), if such certificate shall be deemed by the
fiscal agents to be satisfactory, showing that, at the date therein mentioned,
such person had on deposit with such depositary, or exhibited to it, the bonds
therein described; or such facts may be proved by the certificate or affidavit
made by such person as such bondholder, if such certificate or affidavit shall
be deemed by the fiscal agents to be satisfactory. The fact and date of execu-
tion of any request or writing and the amount and numbers of bonds held by
the person so executing such request or writing may also be proved in any
other manner wlhicl the fiscal agents may deem sufficient. Such ownership shall
be presumed to continue until the fiscal agents shall have received written notice
to the contrary.

The ownership of bonds registered as to principal sliall be proved by the
register of such bonds.

Any request or consent of the owner of any bond shall bind all future own-
ers of the same bond, a'lad of 1ll bonds issued in exchange therefor or in phtce
thereof in respect of anything done by the fiscal agents in pursuance of such
request or consent.

ARTICLE 9. CANCELLATION

If. at the maturity of all bonds issued under this agreement, the municipality
shall pay or cause to be paid the whole amount of the principal unid interest
due and payable thereon or shall provide for said payment by deposittig with
the fiscal agents for said purpose the entire amount due and payable thereon
for both principal and interest, or if said entire amount shall be otherwise
paid or discharged, and the municipality shall also pay or cause to be paid all
other sums payable by the municipality under this agreement, then and in that
case the interest of the fiscal agents In any securities or cash (except cash
deposited under this article) then held by either of them under this agreement
shall cease and determine, and the fiscal agents shall In such case deliver and
pay over the same upon the written order of the municipality.

ARTICLE 10. THM FISCAL AGENTS

SECTION 1. Tine municipality hereby appoints Hallgarten & Co. and Kissel,
Kinnicutt & Co. and their respective successors In business, the fiscal agents
of the municipality for all purposes relating to the bonds and the service of
the loan represented thereby; and said firms hereby accept such fiscal agency,
subject to the provisions of this agreement. Such appointment shall continue
while any of the bonds remain outstanding, unless sooner terminated as
hereinafter provided.

SEC. 2. The fiscal agents may make such arrangements between themselves
as they may deem appropriate for the interchange of funds and for the draw-
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ing by one fiscal agent against funds of the municipality held by the other
fiscal agent an] in general for facilitating the payment of bonds and coupons
which may be presented to either of them.

S.o. 3. The municipality hereby consents that the fiscal agents may present
the holders of the bonds in all matters, but this provision shall not impose any
trust or duty in favor of the bondholders upon the fiscal agents or e4ther
of them.

SEO. 4. The fiscal agents shall not be under any duty to the bondholders
to niake any request of the municipality, or to take any action with respect to
the obligations or covenants of the municipality under this agreement htiless
requested in writing by the holders of at least 25 per cent in prinvil~ii aniouat
of the outstanding bonds and furnished with indemnity satisfactory to the
fiscal agents unless advised by counsel satisfactory to the fiscal agents twt
s'wih request or action may be properly made or taken.

S e. 5. As compensation for their services hereunder, the fiscal agents shall
receive front the municipality one-quarter of 1 per cent of all amounts paid
on account of interest on bonds. and one-quarter of 1 per cent on the face
amount of all bonds redeemed for the sinking fund or otherwise retired or paid.
Such compensation shall be paid concurrently with the instalments of service
with respect to which it is due. The municipality will also pay the cost of
advertisements and other incidental expenses of the fiscal agents in connection
with the service of the bonds, and the fees of the registrar for maintaining tile
bond register which fees shall not exceed $250 per ainum.

SFc. 6. If the fiscal agents pay for the account of the municipality any ex-
penses or amounts payable by the municipality with respect to the bonds, such
payments shall be reimbursed by the municipality to the fiscal agents, with
interest at 6 per cent per annumn, ulon the rendering of an account l)y mail or
cable in reasonable detail to the municipality. Any such account shall be con-
sidered accepted by the municipality unless objection thereto be made by the
municipality In writing or by cable and received by the fiscal agents within 90
days from the mailing or 30 days from the cabling of the account in question.

SEe. 7. The municipality may pay any service moneys payable to the fiscal
agents in pursuance of this agreement, to the fiscal agents jointly, or to either
of them. The fiscal agents will divide equally between themselves service
moneys or other sums held on deposit by them respectively for the account of
the municipality. Neither of the fiscal agents shall Ie responsible to the
municipality or to the bondholders for any sums paid to, deposited with, or
held by the other, or any third parties, nor for the act or omission of the other
ir, of any third parties.
St:e. S. The munin.ipality shall at all times indemnify and protect each of the

fiscal agents, as well as any institution appointed as registrar and/or authenti-
cating agent for the honds, against all claims, demands and actions which may
be instituted in behalf of any bondholders. or coupon holders, whether in respect
of moneys at any time in the hands of the fiscal agents or otherwise, subject
only to tile responsibility expressed in this article.

Sac. 9. Each of the fiscal agents and the bond registrar and authenticating
agent shall be answerable to the municipality or to the bondholders only for
its own failure to exercise good faith or for gross negligence.

Se. 10. If at any time the fiscal agents should be in doubt concerning their
rights or duties or concerning the rights of the bondholders under this agree-
ment, they may take the advice of counsel whom they select, and any act
executed in good faith and In accordance with the advice of such counsel,
shall be free from every claim on the part of the bondholders, or any of them.

Sc. 11. Neither of the fiscal agents shall incur any responsibility In acting
in reliance upon any instructions or advices, received by cable or otherwise,
and which appear to have been transmitted by the president or superintendent
general, and which in their opinion are authentic.

Sac. 12. Either of the fiscal agents may at tiny tinie resign from the agency
by giving notice of such intention to the niuticipality, specifying tile date on
which su"l' res"gniationi -.1hll blecon: - eff-etive provided that sull notice
shall not be less than four months, unless the muniijpailty agrees to accept
less notice. Upon the resignation or failure to act from any cause of either
of tile fiscal agents, the remaining fiscal agent shall act as sole fiscal agent.
and may exercise all powers of both fiscal agents. Upon the resignation, or
failure to act from any cause, of both of the fiscal agents, the fiscal agency
shall devolve upon the registrar, if at any time there shall be no fiscal agent
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it office. The municipality shall provide at least onle fiscal agent, in the city

of New York, to attend to the service.- of the loan.
See. 13. The fiscal agents, the bond registrar, and the authenticating agent

shall not incur any liability whatsoever ,to the maunicipality or to the bond-
holders or to anyone else, in acting in relio'nte iion any bond, coupon, or o'thler
Instrument which appears to thein to be genuine.

Strc. 14. All nioneys received by either of the 1lncal agents for the service
of the loan mnay be held unttil paid olut in accordance with the terms of this
agreenent, as a general all(l current deposit. lntere-4 need not be lid by
the fiscal agents Oil Illoneys held for payment 111' honids or ceollOns. dle bat not
presented for p)aynent. I'lUon aly other smells deposited with titeIll. ilneul 'lng
the special reserve fund, not inivestell, the funds ii t general account .t1t
the service funds (except almoults ulle to alil not collected by the holders of
bonds), tit, fiscal agents siall pay to the auni(ipaliity It erest at a rale of
one-half of 1 per cent below til (u'rtlt New York Federal Reserve 131ik rate
prevailing front time to time for 19) days' prime hankers' acceptances, lovidd.
however, that in no case shall the rate of interest on suclh imoneys ili, lss than
2l'. per cent per annum.

SEC. 15. The fiscal agents tmay purchase or ollierwise deal it any of ithe
bonds, with the salnte rights as though not acting l;a slt'h.

ARTICLE 11. Mi.NCcltWttOs

The contracting parties agree that if any claule in tills agreement should
be void because it contravention of some provision of the laws of tMe Republie
of Cololbia, such invalidity shall not affect this agreement is it whole nor
the validity of any other clause herein. The municipality agrees to do or
catise to be done iny act or I'equlireonetnt which the constitution or laws of
the Republic of Colombia inay prescribe li order that the bonds issued under
tills agieelent many be valid obligations of the nunicipality and entitled to
the benefits abover set forth.

ARTICLE 12. Rngqli-sh Traslatio,

SECTION 1. Al accurate anld complete translation of this agreement into the
English language shall, as exleditlotlsly as possible. be certified and identified
by Curtis, Mallet-Prevost. Colt & Mosle. counsellors at hiw, with an office
at No. 30 Broad Street, in the city of New York. United States of America,
and furnished to the fiscal agents, the authenticating agent and registrar and
the municipality.

In the case of the failure of Curtis, Mallet-Prevost, Colt & Mosle so to act,
they will be replaced by a person to be agreed upon by tile parties hereto. The
fiscal agents and the authenticating agent and registrar are hereby fully
authorized to act and rely upon such translation furnisled i as foresald, in
all respects, and shall be fully protected lit so doing, us though stch trans-
lation were the original Instrumeit.

SuE. 2. The rights and obligations of tile fiscal agent, a,,] of the authenti-
cating agent and register tnder this tgreenent with relation to the ltohlers
of bonds and coupons issued hereunder, or with relation to tiny action by them.
respectively, within the State of New York, United States of Aimerica, shall
be governed by tile laws of said State of New York.

ARTIcLE 13. Colombian Laws and Courts

Mr. S. P. Savage, Jr., one of the parties appearing herein, states that in
the name and on behalf of the fiscal agents, of whom lie Is attorney lit fact,
he accepts this agreement for the corresponding legal effects, and expressly
submits himself in all things relating to this Instrument, to tile laws of tile
Republic of Colombia, and to the Jurisdiction of the judges and courts of said
country, and waives the right to Institute diplomatic claims In connection
with the rights or duties arising out of this agreement, except In the case of
a denial of Justice, and agrees that such denial shall not exist, lit conformity
with article 42 of Law 110 or 1912, relating to the Fiscal Code of the Republic,
provided that they shall have had available the remedies and rights of action
which in conformity with Colombian laws may be employed before the Judicial
power. All successors in the fiscal agency will make the sane declaration as
that contained In this Article 13.
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APPENDIX A

The gross earnings, the operating expenses, and the net incom1eC of til public
municipal enterprises during each of the seven calendar years fromi 1921 to
1927, were in Colombian gold, as follows:

Year

1921 ....................................................................
1922 ..................................................................
1923 ..................................................................
1924 ....................................................................
192 ................................................
1926 ....................................................................
1927...........................................................
4 months of 1928...............................................

Gross Operat- Net earn.
crons ing ex- Nags

earnings penses

$349,216 $127,352 $221,884
548, 891 240,263 308,628
585,877 279,355 306,522
711 0 357,139 354,521
930,354 469, 460 460,894

1,127,737 585,803 541,934
1, 368,608 658,403 710,205

504,749 233, 963 270,786

APPENDIX B

The total income of the municipality from all sources, including tle proceeds
of loans, and the total disbursements of the municipality, including the service
of the public debt and the purchase of capital assets during each of the five
calendar years, 1923 to 1927, were in Colombian gold, as follows:

RECEIPTS

Items 1923 1924 925 1926 1927

Municipal taxes:
Industrial establishments .................... $192,6 0 $233,008 $177,383 $196, 108 $354, 41
Games and public shows .................... 33,129 54,265 46,839 34,930 60,947
Consumption tax ............................ 94,937 155,184 222,604 234,851 317,148
Sewage and drainage ........................ 5, 04.5 3,608 3.896 5,417 8,800
Slaughter of small livestock .................. 16,066 15,560 20,398 18,847 23, 737

Road tax .................................................. ........... 79,195 127, 936 134, 435
Receipts from the departmental treasury:

Slaughter of large livestock .................. .18,230 16,200 21,743 25, 165 22,60
Tobacco tax .............................. 46,699 48,041 73,582 100,308 121,111
Liquor tax .......... 95,769 100, 492 128,879 150,623 185,511

Income from properties of municipality......... 438,878 40,308 336,472 22,937 44, 09
Advertisements and billboards .............. .. 0,341 6,464
"Aprovechamientc" (of warehouse) of public

municipal enterprises ..................................... 18,921 137, B08................
Gross receipts from public municipal enterprises.. 585,877 711,060 930,354 1,127,737 1,388,608
Other receipts:

Gifts, fines, bonds, penalties, Interest, etc.... 440,987 157,724 188,091 51,908 150,858

Total .................................... .1,98, 197 1,554,949 2, , 2103,104 2,804,732
Loans ................................................ 3,334,050 720,050 809, 25 1,688,751

Total receipts .............................. 1,960,197 4,888,999 3,084,694 2,713,029 4,493,48

DISBURSEMENTS

Government ..................................... $133,377 $103,364 $114,234 $183,808 $267,937
Treasury ....................................... 25,563 25,652 48,024 29,493 29,180
Education ...................................... 91,420 91,148 104,661 147,084 202,521
Justice ........................................... 22,786 23 789 26,495 29, 070 34,968
Charities ........................................ 43.429 107,467 254, .563 2.0, 758 270, 558
Public works .................................. 829,445 300,752 1, 588. 651 285 127 622,962
Prior budgets .................................. 15,265 5,487 3,814 2,845 10,750
Public debt ...................................... 491,775 3,630,109 434,624 230,492 161,950
Operating expenses of public municipal enter-

prises .......................................... 279,355 357,139 469,460 85, 803 658, 403

Total ordinary expenses .................. 1, 32,415 4,644,907 3,045,226 1,750,480 2,259,229
Invested in public municipal enterprises ........ 322, 00 238,327 412,257 368,283 785,312

Total disbursements ....................... .,254,915 14,88.,234 3,457,483 2,118,763 3,044,541

NOTE.-In the expenditures of the public municipal enterprises there are not Included the service of loaps
nor certain capital items such as warehousing, which Is charged to the works on utilizing the materials.
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[Medellin, Governor's Office, Resolution No. 5901]

R1EPUBLIC OF COLOMBIA,
DEPARTMENT OF ANTIOQUIA,

Medellin, JunW 6, 1928.
The city attorney of the municipality of Medellin, in the foregoing communi-

cation No. 335 of this uate, requests that this Government render the opinion
required pursuant to article 210 of law No. 4 of 1913, and article 3 of the
executive decree No. 124 of 1923, regarding the contracts of trust anti fiscal
agency and for the sale of bonds in the sum of $9,000,000 United States cur-
rency, agreed upon with the group represented by IIllgarten & Co. and Kissel,
Kinnicutt & Co., bankers of the city of New York.

Tile procceils of said loan are to be applied iby the municipality, under the
provisions of said contracts, to the following:

1. To the redemption, on October 1, 1928, of the external loan for $3,000,000
at 8 per cent for 20 years, obtained in the month of October, 1923, from The
Equitable Trust Co. of New York;

2. To additions, improvements, betterments ad extensions of and to tile
public municipal enterprises;

3. To the payment of the Internal indebtedness of the municipality; and
4. To provide funds for tile expenses connected with the loan contract.
The Importance, advisability and usefulness of the expenditures proposed by

the municipality according to the preceding statement are quite apparent and,
therefore, it would seem unnecessary to enter into a detailed discussion of each
of them separately.

By resolution No. 27, approved on February 9 of the current year, the munici-
pality provided for the issuance of a long term loan up to the sum of $10,000,000
in successive series, and for that purpose the city attorney was instructed to
take the necessary steps in order to obtain from the national executive power
the necessary authorization; but later, by resolution No. 54 of May 9 last past,
it decided to increase the amount of the loan to the sum of $13,000,000.

Therefore, the negotiations to which this file refers were conducted for the
sum last above mentioned, but at the present time bonds for only $9,000,000
will be issued; the bonds representing the remaining $4,000,000 shall be issued
on the terms and conditions set forth in article 4 of the agreement, which terms
and conditions will hereinafter be mentioned.

The honorable municipal council, by resolutions Nos. 58 and 59 issued on
May 31 last past, approved in their entirety the drafts of the trust and fiscal
agency agreement and bond purchase contract; said resolutions were submitted
in due course to the consideration of the Government which, in turn, approved
them by resolutions dated the 5th instant.

Having made the foregoing indispensable statement, this office proceeds to
comply with the duty imposed upon it by the above mentioned article 210 of
the code of political and municipal administration, and article 3 of the execu-
tive decree No. 124 of 1923, which regulates the former.

As regards the principal provisions of said contracts, we transcribe the fol-
lowing front the communication (hated tile 4th instant signed by the secretary
of finance:

"For the purposes above set forth, the municipality sells, with an initial
discount of 10% per cent, to Messrs. IHallgarten & Co. and Kissel, Kinnicutt &
Co. of New York, bonds of an external loan In denominations of $500 and
$1,000 for a total amount of $9,000,000 Unitel States currency, to be called
'Municipality of Medellin, Republic of Colombia, external 6'/§ gold bonds of
1928.'

"The interest which these bonds shall bear at the above rate is payable
in New York through the said contracting parties Hallgarten & Co. and Kis-
sel, Kinnicutt & Co. at the end of each semester, that is to say, on June 1 and
December 1, up to December 1, 1954, this loan to be, therefore, for 26u/1 years,
namely, from June 1, 1928. to December 1, 1054.

"6The redemption of the bonds shall be carried out through a cumulative
amortization by purchases In the open market during each semester or by
drawings at par, it having been provided that the municipality may at any
time increase the sinking funld( whieh. consequently, affords tn advantaigeous
redemption of the debt at any time without premium.

"It has been stipulated in the contract that if, while any of the bonds re-
main unpaid, the municipality should issue, emit or guarantee any loan or bonds
secured by a mortgage upon any of its properties or by any pledge or right of
retention on any of its revenues or funds, or assign any of its revenues or
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funds as guaranty for any obligation, all bonds of this issue shall have a lien
or mortgage on the same properties and revenues prior to the lien or mort.
gage securing such future loan, bonds or obligations (this provision had been
obtained heretofor only in the loan contracts with nations such as those made
with Uruguay in 1926, with Chile in 1927, with the Argentine in 1924, 1926,and 1927, and with Colombia in 1928, etc. and the fa.t that this provision
is tile only security In the contract with the municipality should be noted as
a reflection (if the good credit of the municipality).

"The consideration for the silei of the issue of the $9,000,000 is the sum of$8,021,250, that is to say, at 891/; per cent is above stated, and in case the
initial offering of the lionds to the puble lie made at a price which, excluding
av('r(iml interests, shall ex(eed 93.P,4 per cent, the differencee shall be divided
in equal parts between the munil'pality and the hankers.

" In connection with the issuance of the additional $4,000,000 United States
currency, which will make al) the $13,000,000 authorized by resolution No. 54
of 1928, It has been provided that such additional bonds shall not be issued
unless tile total amount required for the entire external 1n1(1 internal debtof tile municipality, including the service of su('h additional bonds then to be
Issued, shall not exceed an anaount equal to 24) 1per cent of the ordinary reve-nues of the municipality, plus 80 per cent of the net revenues of the public
municipal enterprises owned by the municipality during 12 months out of
tile 15 months preceding the Issue of such additional bonds.

"The contracts contain satisfactory provisions regarding the services of the
trustee, time Issuance aind registration of time honds, the special covenants of
the contracting parties, remedies, evidence of the rights of the bondholders,
cancellation of tile bonds,. and finally, provision was made for submission to
tile laws and courts of Colombia in all things relating to these contracts as
required by the fiscal code."

The very important neg, tiation described shows the Intelligent and thorough
manner in which this contract was examined. Its terms ire Just, clear and
appropriate to the good standing of both contracting parties and are basedon an hoest study made of the condition of the municipality, which permits
it to assume these olbligililns, alnd ol the lrsle:.ts (f the enterprises to which
the proceeds of the loan will lie al)plied.

Taking into consideration the splendid financial condition of the munici.pality of Medellin, as appears from the study above set forth made by the
secretary of finance, .tme good organization of its finances and its public enter-
prises, and the undoubted importance, convenience and usefulness which the
municipality will derive from the proposed loan, tie Government does not hesi-
tate in rendering, as in effect its does render, an opinion wholly favorable to
the contracts in question.

Be it copied, and forward the file to the national executive power through
tile department of finance and public credit for tie proper legal purposes.

PFDRo J. BEnaio.
I'sRNCUSCO D 1. PEREZ,

,S'ceretary of Internal Affairs.
Executive resolution No. 59 of 1928 (June 14) whereby the municipality of

Medellin is authorized to contract a loan for the sum of $13,000,000 with Hall-
garten & Co. and Kissel, Kinnicutt & Co. of New York.

Thi "municipality of Medellin, by resolutions Nos. 57 of February 16 and 54 of
May 9 of the current year, resolved to enter into a contract for a loan in the
sum of $13,000,000 to be applied to improvements and extensions of and to the
public municipal enterprises, the Guadalupe plant, the establishment of new
municipal services, sewerage and paving, including covering part of the brook
Santa Elena and refunding of the debt of the municipality, but not including
the internal loans of the public municipal enterprises; and further to retire with
the proceeds thereof the 8 per cent loan contracted with the Equitable Trust
Co. of New York in the year 1923.

After complying with all the legal formalities and the proceedings having been
referred to the Government of Antioqula, said Government adopted resolution
No. 590, dated the 6th instant, by which it rendered an entirely favorable opinion
regarding the negotiations and ordered that the proceedings be forwarded to the
national executive power through the secretary of finance and public credit.

This operation has been closed with Hallgarten & Co. and Kissel, Kinnicutt
& Co. of New York, on the following terms:

The municipality of Medellin sells, with an initial discount of 10 7k per cent,
to said New York firms, bonds of an external loan in denominations of $500 and
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$1,000, for a total amount of $9,000,000, to be called " Municipality of Medellin,
Republic of Colombia, external 6% gold bonds of 1928." The interest on these
bonds is payable in New York through the said contracting parties Hallgarten
& Co. and Kissel, Kinnicutt & Co. The loan is for a period of 26 years, that
is to say, from June 1 of the current year to December 1, 1954, and the bonds
shall be redeemed through a cumulative amortization by purchases in the open
market during each semester or by drawings at par. As a protection to the
municipality of Medellin, it has been provided that said municipality may at
any time increase the sinking fund, which provision would necessarily permit
the redemption of the debt at any time without premium. The issue is limited
in the lirst place to $9,000,000, inasmuch as the municipality, according to reso-
lution No. 54 above referred to, reserves the right to make an additional issue
for $4,000,000 which will makc up the $13,000,000 and which shall be issued if
the total amount required for the external and internal debt of the municipality,
including the service of such additional bonds then to be issued, does not exceed
an amount equal to 20 per cent of the ordinary revenues of the municipality,
plus 80 per cent of the net revenues )f the public municipal enterprises during
12 months out of the 15 months preceding the issue of such additional bonds.

As has been stated, the loan shall be applied:
(a) To the redemption, on October 1, 1928, of all the bonds of the external

loan for $3,000,000 United States currency at 8 per cent for 20 years obtained
In October, 1923, from the Equitable Trust Co. of New York;

(b) To additions, improvements, betterments, and extensions of and to the
public municipal enterprises;
(c) To the payment of the internal indebtedness of the municipality; and
(d) To provide funds for the expenses connected with the loan contract.
For the service of the debt an a;,siual sum of $720,000 Is required and, accord.

Ing to information furnished by the municipality, taking as a basis the income
of the public municipal enterprises in 1927, the borrowing municipality may
apply to that purpose the sum of $1,882,110, which shows a considerable surplus.

The contracting parties, according to a provision set forth In the contracts,
must submit themselves in all events to the courts of Colombia, excepting
obviously the ease of denial of Justice.

As may be noticed, the operation made by the municipality of Medellin has
beeL closed on very favorable terms and according to the information and state.
ments of the revenues of the public municipal enterprises said corporation is
perfectly able to meet the obligations which it has assumed.

The municipality is in a very good condition and its revenues show a pros-
perity sufficient to fully secure the obligation which it has to-day assumed. On
the other hand, after examining each and every one of the terms of the con-
tracts, we find that they do not contain anything onerous, but, on the contrary,
they are drawn in a manner favorable to the municipality.

Iti view of the foregoing, it is,
Resolved that the municipality of Medellin is hereby authorized to contract

a loan for the sum of $18,000,000 with Hallgarten & Co. and Kissel, Kinnicutt
& Co. of New York on the terms and for the purposes above set forth.
Be it copied, communicated, and published.
Given in Bogota on June 14, 1928.

MiGuEL ABADTA MENDEZ,
ESTEBAN JARAMILLO,

Minister of the Finance and Public Credit.

And the pfirties appearing herein stated:
That the first three acting on behalf of the municipality of Medellin and in

the capacities stated, and Mr. Savage, Jr., on behalf of Hallgarten & Co. and of
Kissel, Kinnicutt & Co. of New York, as already stated, by this instrument per-
fect the contract contained In the draft which has been copied above.

The qualifications of the representatives of the municipality of Medellin
appear from the documents which I copy as follows:
MINUTES OF ELECTION BALLOT CANVASS, REPUBLTO OF COLOMBIA, DEPARTMENT OF

ANTIOQUIA, MUNICIPAL ELECTORAL JURY

MEELLIN, October 6, 1927.
In the city of Medellin, capital of the district of that name, on the 6th day of

October, 1927, at 12 o'clock noon, and pursuant to the provisions of article 14
92928--3 2--P 2- 61
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of law No. 85 of 1916, the electoral jury met, there being present the members
Messrs. Eduardo Lema V., Daniel Ramos, Manuel Echeverri 0., and the sub.
statute member J. Milcades RoJas 0. for the purpose of canvassing the votes
which had been ca.st in the municipality at the election boards.

Three inspectors of election were named by majority vote: Messrs. Daniel
Ramos, Dr. Manuel TiberIo Yepes, and Joaquin Marquez, the first being a
member of the electoral jury of the municipality and the last two not connected
therewith, all being of good reputation and who, being present, were duly sworn
according to law.

Thereupon the records of the votes were opened and read in the manner and
form provided by articles 135 and 136 of law 85 of 1916.

The votes having been canvassed and counted, the following roult was
obtained :

For principal municipal councilmen, 8,905 votes for Dr. Alfredo Cock; 550
votes for Dr. Climaco A. Palau.

Therefore the jury unanimously declared the following gentlemen legally
elected principal municipal councilmen: By the majority, Dr. Alfredo Cock and
by the minority Dr. Climaco A. Palau.

The canvass having been concluded at 7 p. m. these minutes were prepared
In four counterparts for the purposes set forth in article 139 of law 85 of 1916.

It is likewise recorded'that the provisions of article 138 of the said law were
duly complied with.

EDUARDO LEMA V.,
President of the Jury.

Vice President.
MANUEL ECHEVERI 0.,

Member of the Jury.
DANIEL RAMS,

Member of the Jury and Inspector.
MANUEL T. YEPD3,

Inspector.
JOAQUIN MARQUEZ B..

Inspector.
J. MILCIADmS ROJAS 0.,

Member of the Jury and Secretary.

MINUTES OF THE ORGANIZATION MEETING OF THE MUNICIPAL COUNCIL OF MEDEIES

(Minutes No. 68 of the organization of the new council of Medellin for the
period beginning to-day, November 1, 1927)

In the city of Medellin, capital of the department of Antloqula, Republic of
Colombia, at 2 p. m. of the first day of November, 1927, in the hall of sessions
of the municipality (Calpe Building), the members of the new council, whose
term begins on this day, met and held a preliminary meeting for the legal
reglementary purpose of organizing.

Councilman-elect Roberto Calle Cardenas, being the first in the alphabetical
order of surnames, acted as temporary president.

Having called the list contained in the minutes of election ballot canvass
forwarded by the president of the electoral jury of this electoral district, dated
October 6 last past, the following-named councilmen-elect answered present:

Principals: Calle Cardenas, Roberto; Cock, Alfredo; Londoflo, Tomas; Me.
dina, Pedro Antonio; Obando, Felix; Ospina Perez, Mariano; Palau, Climaco A.;
Perez, Rafael; and Rios y S., Jose V. Substitutes: Alvarez, Ramon P.; and
Morales, Valerlo.

The mayor, the city engineer, and the secretaries of administration and of
public works were also present at the meeting.

The secretary of the council was also present and acted as secretary of the
preliminary meeting in accordance with Article 4 of the regulations.

Thereupon, in view of the fact that the necessary majority required by
Article 163 of the code of political and municipal administration was present,
the president opened the meeting and ordered that it should proceed to the
election of officials for the first reglementary period.

Votes having been taken and the voting closed, the inspectors named for that
purpose, Messrs. Alvarez 1,. and Palau, reported the following result:

For president: Dr. Mariano Ospina Perez, 10 votes; Dr. Alfredo Cock, 1 vote.
Dr. Ospina Perez, having obtained an absolute majority of the votes, the

I
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council declared him legally elected president of the corporation, and he there-
upon took the chair. Dr. Ospina Perez took oath in the legal form that he
would well and faithfully discharge the duties of his office, and he took the
oath of the councilmen present to fulfill in the same manner the duties of their
offices.

Immediately thereafter the election of a vice president was ordered and
votes having been taken, the inspectors, Messrs. Medina and Perez, reported
as follows:

I r. Climaco A. Palau, 10 votes; Mr. Rafael A. Perez, I vote. Doctor Palau
having received an absolute majority of votes, the council declared him legally
elected vice president of the council.

The meeting adjourned at 2.35 p. In.; and in witness whereof these minutes
are signed by all of those who attended the preliminary meeting held for pur-
poses of organization.

Mariano Ospina Perez, President; Climaco A. Palau, Vice President;
Alfredo Cock A., Councilman; Felix Obando C., Councilman;
Pedro A. Medina, Councilman; Tomas Londofilo, Councilman;
Rafael A. Perez, Councilman; Jose V. Rios y S., Councilman;
Roberto Calle C., Councilman; Valerio V. Morales, Councilman;
Ramon Ma. Alvarez P., Councilman; Nicolas Valez B., Mayor;
Rafael Restrepo M., Secretary of Administration; Antonio Villa
C., Secretary of Public Works; Manuel T. Yepes, City Engineer;
Jose M. Betancur B., Secretary.

APPOINTMENT OF PRESIDENT OF THE COUNCIL

(Minutes No. 49 of the meeting of May 9, 1928. Councilman Palau presided)

In the city of Medellin at 4.50 p. m. on said day the municipal council of this
district met in the customary hall of sessions, there being present the principal
councilmen Messrs. Estrada G., Obando, Palau, I'erez, Posada, Rios y S. and
Salazar Gomez, and the substitute councilmen Messrs. Hernandez, Morales,
Ochoa, and Villa S.

Appointment of president of the council.
The president made the following motion, which was approved: "Before

taking up the order of the day, proceed to appoint a president of the council
to act in place of Dr. Gonzalo Restrepo Jaramillo during the latter's absence."
For this third election ballots were likewise distributed and the chair, now
occupied by councilman Pnlau, appointed councilman Rios and Estrada as in-
spectors, who reported that councilman Dr. Alfredo Cock had received all of
the 12 votes. Having asked the council whether it declared Dr. Alfredo Cock
legally elected president it replied affirmatively.

At 6.30 p. m. the meeting adjourned.
RAFAEL A. PEREZ, President.
JOSEPH 31. BETANCUR B., Secretary.

INAUGURATION OF THE PRESIDENT OF THE COUNCIL

(Minutes No. 54 of the meeting held on Monday, May 21, 1928. Councilman
Palau presided)

In the city of Medellin, at 4.50 p. In. on said day, the municipal council of
Medellin met In the customary hall of sessions, there being present the principal.
councilmen Messrs. Estrada G., Calle C., Londoilo, Medina, Ohando, Palau,
Perez, Posada, Rios y S., Salazar, and Saldarriga, and the substitute councilmen
Hernandez, Lopez C., and Morales.

Councilman Dr. Alfredo Cock, who has been appointed president of the council,
being present at the meeting, swore before Almighty God and solemnly promised
to the country that he would obey the constitution and laws and would faithfully
fulfill to his best knowledge and ability the duties of his office.

In witness whereof he signs the minutes of this day.
ALFREDo COCK A., President.
ALFRnDO COCK A., Inaugurated Otpctal.
JosE MA. BE'ANCUR B., Secretary.
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APPOINTMENT OF CITY ATTORNEY

(Minutes No. 84 of the meeting held Wednesday, December 7, 1927. Councilman
Perez presided)

In the city of Medellin, at 4.30 p. m on soid day, the municipal council of
this district met in the customary hall and there being present the principal
councilman Calle; Cardenas, Roberto; Medina, Pedro Antonio; Obando, Felix;
Perez, Rafael; Posada, Gustavo; Restrepo Jaramillo, Gonzalo; Rios y S., Jose
V.; Salazar Gomez, Luis; and Saldarriaga, Juan; and the substitute council.
men Arango V., Marco; Hernandez, Jose Vincente; Morales, Valerlo; and
Restrepo A., Fernando.

The council approved the following motion:
That the following be appointed by acclamation: Dr. Luis Toro Escobar to

hold the office of city attorney, and Mr. Horacio Tovar Gonzalez to hold the
office of substitute city attorney.

The meeting adjourned at 6.25 p. ni.
RAFAEL A. PEREZ, Prealdent.
JosE M. BETANCUR B., Secretary.

INAUGURATION OF THE CITY ATTORNEY

On December 31, 1927, Dr. Luis Toro Escobar, of legal age, and a resident of
Medellin, appeared to be Inaugurated In his office as city attorney of this dis-
trict for which he was appointed by the municipal council for the year 1928.

Thereupon he took oath to perform the duties of his office well and
faithfully.

In witness whereof he signs.
NICOLAS VELEZ B.
Luis TORO ESCOBAR, Inaugurated Official.
RAFAEL RESTREPO M., Secretary.

COPY OF THE PROCEEDINGS AND APPOINTMENT OF DR. JULIAN COCK A. AS SUPERIN-
TENDENT OF THE PUBLIC MUNICIPAL ENTERPRISES

Decree No. 5 of January 13, 1928, whereby a superintendent of the public
municipal enterprises Is appointed.

The mayor of Medellin, in the exercise of his legal powers,

DECREES

Only article: In view of the Irrevocable resignation submitted by Dr. Adolfo
Molina, which resignation has been accepted by this office, Dr. Julian Cock A.
is hereby appointed in his place to hold the office of superintendent of the public
municipal enterprises.

Be it communicated.
Given in Medellin, January 13, 1928.

NICOLAS VELEZ B., Mayor.
ANTONIO VILUI4 C., Secretary of Public Works.

On January 19, 1928, before the undersigned mayor, appeared Dr. Julian
Cock A., male, of legal age, and a resident hereof, in order to be inaugurated
in his office as general superintendent of the public municipal enterprises to
which office he was appointed by decree No. 5 of the 13th of the current month
to begin on this date. Thereupon he took oath to fulfill the duties of his office
well and faithfully to his best knowledge and ability.

In witness whereof he signs,
NICOLAS VELEZ B., Mayor.
JULIAN COCK A.
ANTONIO VILLA C., Secretary of Public Works.

The parties appearing submitted for protocolization, the following documents
which contain the authority of Mr. Samuel P. Savage, Jr., and are attached to
this instrument: (a) An official cable from the consul general of Colombia to
the president of the municipal council of Medellin; (b) the power of attorney
executed by Hallgarten & Co., and Kissel Kinnicutt & Co. under date of May
21 of this year in favor of Samuel P. Savage, Jr.
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ONFIRMATION OF EXECUTIVE RESOLUTION NO. 59. NO. 256/18 EXTRA OFFICIAL,
. BOGOTA 452.67, DEPARTMENT FINANCE, JUNE 18, 1928

PRESIDENT COUNC1u, CITY ATTORNEY,
Medellin.

I inform you that resolution No. 59 of the 14th of the current month, whereby
the municipality of Medellin, is authorized to contract a loan for the sum of
13,000,000 pesos with Haligarten & Co., and Kissel Kinnicutt & Co. of New York,
implies approval of contract which has been submitted for consideration to
the Government, in accordance with the terms of said resolution.

Yours, etc. ESTEBAN JARAMILLO.

The receipt concerning the registry fee, which is added to this protocol, reads
as follows:

Administration of departmental revenues. No. 1798. Medellin, June 19, 19-8.
Samuel P. Savage, Jr., has paid 50 cents, being one.half of the registry fee on a
document of undetermined value in money, not estimated by the parties, re-
garding the rendering of services in connection with a loan, namely a contract
made by Savage as attorney in fact with the municipality of Medellin. The
latter does not pay its shape of one-half nor for the loan for $9,000,000, which
is issued under said instrument.

GABRIEL BOTRO II., Managur.

The parties executing this instrument were advised of their duty to have it
registered and they sign it, with the witnesses above mentioned, before me.

The parties hereto delivered to me the draft for the preparation of this
Instrument. ALFREBO COCK A.

JULIAN COCK A.
Luis ToRo Escov.%n.
SAMUEL P. SAVAGE, JR.
ALEJANDRO VILLEGAS V.
JESUS BERNAL BVO.
LISANDRO REsTREPO GIRALDo,

Third Notary.
The power of attorney under which Mr. Savage acts reads as follows:
"In the city, county, and 9tate of New York, United States of America, on

the 21st day of May, 1928, before me, Joseph Degen, a rotary public of said
county, and in the presence of the witnesses, residents hereof, of age, qualified
to act as such and known to me, Messrs. Clark Armour and Phillip M. Hayes,
there appeared in the name of the firm of Hallgarten & Co. a banking partner-
ship of this city, its partner Mr. George Merzbach, and in the name of the
firm of Kissel Kinnicutt & Co., a banking partnership of this city, its partner
Mr. Samuel L. Fuller. Both ake of legal age, bankers and residents of this
city.

They proved to me their authority to act therein by exhibiting to me the
respective original of the partnership agreement in force of each of said partner-
ships from which it appears that the parties appearing herein are, respectively,
members of the partnerships in whose name they appear and are empowered
to execute documents in the i;ame of said partnerships.

Mr. Merzbach on behalf of Hallgarten & Co. and Mr. Fuller on behalf of
Kissel Kinnicutt & Co. stated that they grant to Samuel P. Savage, Jr., of
legal age, married, a resident of Medellin, Republic of Colombia, a special
power of attorney in order that he may execute on behalf of Hallgarten & Co.
and of Kissel Kinnicutt & Co., in the city of Medellin, the definite contracts
relating to the issue and purchase of bonds of the municipality of Medellin,
said contracts to conform to the forms and changes cabled by said firms to the
attorney in fact.

In witness whereof and after reading this power of attorney to them the
parties hereto ratified its contents and signed with the witnesses above
mentioned.

HALLOARTEN & CO.,
By GEoaoRG MERZBACH.

KISSEL KINNICUTT & Co.,
Witnesses: By SAMUEL L. FULLER.

CLARK AMOUR.
1'BIIP A. HAYES. JOSEPH DEoEN,

Notary Public.
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NEw YORK CouNTY, Mat 21, 1928..
Seal reading: "Joseph Degen, notary public, Kings County; county clerk's

No. 3, register's No. 104; certificate filed in New York County, county clerk's
No. 6, register's No. 019; Certificate filed in Genesee County. Commission
expires March 30, 1930."

There is a certificate reading as follows:
"No. 34809, Series B. I, William T. Collins, clerk of the county of New

York, and also clerk of the supreme court for the said county, the same being
a court of record, having a seal, do hereby certify, that, Joseph Degen is a
notary public in and for said county, appointed pursuant to the laws of this
State; that his term of office commenced on the 31st day of March, 1926, and
expires on the 30th day of March, 1930; and that full faith and credence should
be given to all his official acts. I further certify that the signature of said
notary public is on file In this office and I verily believe that the signature
attached hereto is genuine.

"In testimony whereof I have hereunto set my hand and affixed the seal of
the said court arid county this 21st day of May, 1928.

" WILLIAM T. CoLLINs."

CONSUrATE GENERAL OF COLOMBIA,
New York.

(Two stamps of national tax for $3 page 105, book 3 No. 3819.)
The undersigned consul general of Colombia certifies that William T. Collins

who executed the foregoing instrument was on the date therein set forth, in
the lawful discharge of the office of registrar of the county and that the signa-
ture and seal appearing on said documents, purporting to be his, are those
which he customarily uses In his official acts.

New York, May 21, 1928.
ANDR5s G6MEZ H.

Consut General.

DEPARTMENT OF FOREIGN AFFAIRS,
Bogota, June 13, 1929.

The signature of Mr. Andres Gomez H. who acted as consul general of Colom.
bia in New York on May 21, 1928, is hereby legalized.

VIcToR M. LoNDo. o,
Secretary.

(Seal reading: Republic of Colombia, department of foreign affairs.)
No. 309 of $0.20.

MEDELLIN, June 19, 1928.
Mr. Jesus Bernal Bravo has paid $0.20 gold for fees on a special power of

attorney executed in the city, county, and State of New York on May 29 last by
Haligarten & Co. and Kissel Kinnicutt & Co. in favor of Samuel P. Savage Jr.

GABRIEL BoTEO H. Manager.

OFFICE OF REGISTRY OF THE CIRCUIT,
Medellin, June 19, 1928.

Recorded in the book of powers of attorney, page 271 No. 346; fees 40 cents.
ANTONIO GOMEz C.

The cablegram is as follows: BOGO'rA, May 21, 1928.
PRESIDENT MUNICIPAL COUNCIL, Medilin:

I beg to inform you that to-day I legalized the following power of attorney:
In the city, county, and State of New York, United States of America, on

the 21 day of May, 1928, before me, Joseph Degen, a notary public of said
county, and in the presence of the witnesses, residents hereof, of age, qualified
to act as such and known to me, Messrs. Clark Armour and Phillip M. Hayes,
there appeared in the name of the firm of Haligarten & Co., a banking partner-
ship of this city, its partner Mr. George Merzbach, and in the name of the firm
of Kissel Kinnicutt & Co., a banking partnership of this city, its partner Mr.
Samuel L. Fuller. Both are of legal age, bankers and residents of this city.

They proved to me their authority to act herein by exhibiting to me the
respective original of the partnership agreement in force of each of said part.
nerships from which It appears that the parties appearing herein are, respec-
tively, members of the partnerships In whose name they appear and are
empowered to execute documents in the name of said partnerships.
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Mr. Merzbaeh, on behalf of Hallgarten & Co., and Mr. Fuller, on behalf of

Kissel Kinnicutt & Co., stated that they grant to Mr. Samuel P. Savage, Jr., of
legal age, married, a resident of Medellin, Republic of Colombia, a special
power of attorney in order, that, lie may execute on behalf of Hallgarten & Co.
and of Kissel Kinnicutt & Co., in the city of Medellin, the definite contracts
relating to the issue and purchase of bonds of the municipality of Medellin,
said contracts to conform to the forms anti changes cabled by said firms to the
attorney in fact.

In witness whereof, and after reading this power of attorney to them, the
parties hereto ratified its contents and signed with the witnesses above
mentioned.

HALLGARTEN & Co.,
By GEORGE MERMBACI.

KIssEL KINNICUTT & CO.,
By SAMUEL L. FULLER.

Witnesses:
CLEAR ARiMoiUR.
1P. A. I1.%YEs.

JOSEPH DEGEN, Notary Public.

ANDRES GoMEz H.,
(onsul General of Colombia in New York.

Office of the secretary of the council. Medellin, May 22, 1928. By order of
the President this cable is forwarded to the loan board for its Information.

Jos M. BreANcuR B., Secretary.
11Here follow corrections.)
Tile above is a first copy. It consists of 29 sheets of stamped paper and is

Issued for the bankers. Medellin, June 20, 1928.
LISANDRO RESTREPO GIRALDO,

Third Notary.
Fees: One-half of the original and copy $2,210. Law 52 of 1920.

L. n. G.
Office of the registry of the circuit. Medellin, June 22, 1928. Recorded in

volume 2 duplicate, pages 215 to 227, No. 109. Fees: $0.40.
ANTONIo GoMEZ C.

LETTER OF THOMAS M. LAMONT, J. P. MORGAN & Co.

(In compliance with a request made on January 5, 1932, the fol-
lowing letter and tables were received for insertion in the record:)

NEw YORK, January 25, 1932.
DEAR SENATOR SMOOT: In accordance with your telegram of January 5, I am

inclosing herewith a table detailing the dollar profit figures requested by you.
These figures show as follows the details of profits of J. P. Morgan & Co. on
each issue sold by them:

1. The managing commissions received by J. P. Morgan & Co. on each issue
in which such commissions were charged.

2. The gross profits, the expenses, and the net profits of J. P. Morgan & Co.
in the original group of each issue as requested by you.

3. The total gross profits, the total expenses, and the total net profits of
J. P. Morgan & Co. in all groups of each issue. These figures, of course, include
the managing commissions referred to above in 1 and the original group figures
mentioned above in 2. The balance represents such gross profits, expenses, and
net profits as we may have had in the intermediate and selling groups.

Though, as I indicated in my testimony, we look upon ourselves principally
as wholesalers, some of our own clients wish to make an investment in most
of the issues offered by us. On such sales as we make to our clients, we receive
the same selling commission as the other bond houses and banking Institutions
to which we syndicate the bonds. In the dollars and cents total of our profits
in each issue, this figure is relatively not substantial. It might properly have
been omitted from these tables In view of the fact that it repr.1sents the con-
sideration received from an actual sale rather than the dollars and cents under-
writing profit received by us which, as I understand, is the figure your com-
mittee is most interested in.
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Including, however, the above-mentioned selling sommissions, our average
profit on all long-term foreign issues sold by us since 1920 is, as you will see,
Just over one-half of 1 per cent. You w.l understand, of course, that the ex.
penses shown on these tables include no allowance whatsoever for overhead,
such as rent, salaries, taxes, etc.

As possibly you may have seen from the newspapers, I have been very much
engaged on the matter of New York City's finances, and as yet I haven't even
had time myself to go through my testimony, copies of which you sent me in its
final form. Members of my staff, however, have gone through it and have
found three matters requiring correction.

A lapse of memory comes on page 8 of the printed testimony, where I stated
that our house had no fixed agency arrangements with any of these govern.
meats. It has been brought to my attention that, Jointly with the Guaranty
Trust Co., we have a running fiscal agency arrangement for the Belgian Gov-
ernment. It is general in its terms and is terminable by proper notice from
either the bankers or the government. It was entered into in 1919 and has
been so Inactive that no operations have been made until it since 1926. This
must be my excuse for having overlooked it.

The second error which I made was a most obvious one. At the bottom of
page 44 I stated:

"We also in the course of these years issued certain very short-time securi-
ties, and also certain revolving credits to the government, all of which have
been matured and been paid off, and none of which had to do with the investing
public."

When I said this I completely forgot about the revolving credit which we
arranged last summer to the British Government. This credit was for the
amount of $200,000,000 for one year beginning August 8, 1931. Of course, this
credit was a matter of public record at the time. It was participated In by
various American banking institutions, and was not offered to the Investing
public.

On page 47 Senator La Follette asked whether J. P. Morgan & Co. had not
underwritten loans which had been floated for Industrial corporations in foreign
countries, and my answer was that we had not Issued such loans except in one
or two cases that were indicated on the list which I submitted to you in evi-
dence. My memory failed me there. That list was made up to include only
government and municipal loans and loans guaranteed by governments. In the
latter category there was only one Industrial issue, the Taiwan power bonds,
which were guaranteed by the Japanese Government; that was the only so-
called Industrial issue on the list. We have, however, since 1920, sold seven
foreign industrial issues, totalling $68,000,000 principal amount, and you will
see that these are Included in the large table enclosed herewith.

I hope that this letter with the inclosed table will give you the information
which your committee desires.

With regards to you and your colleagues,
Sincerely yours,

THOMAR M. LAMONT.

Hon. REED SmOOT,
Senate Office Building, Washington, D. C.



FOREIGN GOVERNMENT BONDS

From January 1, 19-S0, to December 16, 1931

Date of Issue

June 2,1925

Sept. 22.1925

Apr. 221926

Sept. 30,1926

Jan. 14,1927

Apr. 28,1927

July 16,1925

Aug. 24,1927

May 8,1928

June 11,1923

July 15,1930

June 1, 1920

Jan. 24,1921

Sept. 2,1924

Dec. 18,1924

June 11,1925

Oct. 23,1926

Apr. 25,1922

Feb. 20,1920

Name of
government Title of issue

Argentina..... 6 per cent bonds due June
1, 1959.
----- do . 6 per cent bonds due Oct.
1, 1959.

..... do ..... 6 per cent bonds due May
1, 19w.

-----do -------- 6 per cent bonds due Oct.
1,1960.

..... do ------ 6 per cent bonds due Feb.
1,1961.

..... do ----- 6 per cent bonds due May
1,1961.

Australia ...... 5 per cent bonds due July
15,1955.

..... do ----- 5 Pei cent bonds due Sept.
1, 1957.

..... do ..... 4' per cent bonds due
May 1, 1956.

Austria ..... 7 per cent bonds due June
1, 1943.

..... do ...... 7per cent bondsdue July
1, 1957.

Bolgium .... 7% per cent bonds due
June 1, 1945.

.d...p- 8 ercent bondsdue Feb.
1, 1941.

..... do ...... 6% per cent bonds due
Sept. 1,199.

.....do ...... 6 per cent bonds due Jan.
1,1955.

..... do ...... 7 per cent bonds due Jan.
1,1955.

.do. 7 per cent bonds due
Nov. 1,1956.

Canada ....... 5per cent bonds due
May , 1952.

Manitoba ... 6percentbondsdue Feb.
1.1930.

Original group

Amount of
issue

$45,00000. L00
29,700,0D.00

20,, 000.L 00

16,900,000. 00

27,000o,00 .00

21,200,000.00

75, 0,00. 00

40,000,000.00

50,000.000.00

25,O.00, 000
25,000,00 00

50, 000, 00O.00

30,000,000. 0

30,000,000.00

50,000,000.00

50.000,000 00O

50.000,000. 00

100,000, 00.00

2,498,0000

Our net
profit

Our man-
Issue price aging com-

mission

96 ------------

98 ------------

99 

98 25,OD. 00

92 31,250. 00
90 - - -- --

95 50,000

100 ------

94 22,5000

87% 56,250. OD!
98 25,000.00

94 50,000.0

100 ---..-----..

936511001 .

Total

Our gross Our share
profit

penses

$337,500 00S56, 250 00

148,500.00 37,125.00

150, 00m 00 25,00L 00

105,625. 00 21,12&5. 00

168,750.00 33,750.00
159, 000. 00 26,500.00

328,125.00187,500.00

56, 250. 00' 15,000.00

70,312.5 30,4 75

9,250.00 3,306.32

59,0(0. 00........

250, 00O00 0 7,943.94

75,000.00 ----------

35.000.00 ........

96,875.00 ........

100,000.00 ........
100,000.00 ----------

195,000.00. .........

3,122 50 250.001

$281,250.00

111, 375. 00

12.%000.00

84,50D.00

135, 000. 00

132,500.00

140,625.00

41,250.00

39,843.75

5,943.68

59,000.00

242,056. 06

75,000.00

35,000.00

96,875.00

100,000.00

100,000.00

195, 000. 00

2 872. 50

O Our share
profit in all x-gop penses in

groups all groups

$379,114.79$65,733.19

165,567.701 41.640.81

165,900.88 27,20L 19

114,82( 32 23,372.32

188,177.59 36,395.09

174,841.09! 28,942.29

537,328. 98193,691.61

130, S5L 49, 18,611. 09

205,727.02 43,349.64

14,435.00 3,306.32

144,763. 41 7,142.91

358,038.37 9,141.91

134,556.26 809.12

72,533.12 3,469.87

230,616.49 5,097.74

209,515.82 3,825.57

238,304.00 6,073.91

397,755.35 5,055.33

3,22.50 250.00

Our
profit

grou

$313,:

123,

138,:

91,4

151,:

145,

343,1

112.

162:

11.

137,

348,1

133,:

69,

225,1

205,6

232,

392

2,8

FOREIGN GOVERNMENT 
BONDS

From January 1, 19 0, to December 
15, 1931

Netprofi t

cent of
net priDci-
in all pal'amountP of issue

381.60 0.696

920.89 .417

70269 .693

454.00 .541

782.50 .562

898.80 .688

637.37 .458

240.40 .280

377.38 .324

12& 68 .044

620.50 .550

896-46 .697

747.501 .445
003.25 .230

518.751 .451

190.25 .411

M30 15 .464

00. 02 .392

72. 50 .114



FOREIGN GOVERNMENT-BONDS-Continued

From January 1, 1920, to December 15, 1931-Continued

Date of issue

Apr.

Feb.

Jan.

2,1920

15,1921

15.1923

Name of
government

M anitoba . ....

Chile .........

Cuba ........

July 1,1927 . do .........

Sept. 3,1920 France ......

May 23,1921

Nov. 24,1924

Oct. 14,1924

June 12,1960

Nov. 20,1925

.do ........

----- do-. ....

Germany- ...

..... do .........

Italy ..........

Mar. 22,1927 ... do .......

Mar. 29.1927 Rome . ........

Feb. 11, 1924 Japan .........

May 12,1930 ..... do ---------

June 26, 1931 Taiwan .....

Mar. 21,1927 1 Toklo .......

Nov. 23,1926 Yokohama ....

Title of issue

6 per cent notes due Apr.1, 1925.
percent bondsde Feb.

1, 1941.
5% per cent bonds due

Jan. 15, 1953.
$5% per cent bonds July

S1,1920 to 1937.
$90,000 due annually
8 per cent bonds due

Sept. 15, 1945.
7 3% per cent bonds due

June 1,1941.7 _per cent bonds due
Dec. 1, 1949.

7 per cent bonds due Oct.
15,1949.

5% per cent bonds due
June 1, 19*35.

7 percent bonds due Dec.
1, 1951.j Credit Consortium:

I 7 per cent bonds due
Mar. 1, 1937.

7 per cent bonds dueI[ Afar. 1, 1947.
6% per cent bonds due

Apr. 1, 1952.
6% per cent bonds due

Feb. 1, 1954.
5j per cent bonds due

May 1, 965.
Electric Power Co. 5%'

per cent bonds duo
July 1, lW71.

534 per cent bonds due
Oct. 1. 1j61.

6 per cent bonds due Dec.1, 1961.

Amount of
issue

Our man.
Issue price aging com-

mission

$2,850,000.00 9584100 ------
24,000,000.00 99 -

50,000,000.00 994 ----

9, 000, 000. 0101122/100 $5,049 00

100,D,000. 0 90 --- ,---.-00

100,000,000.00 95

100,000,000.001 94 250,00.00

110,000,0000.00 92 275,000.00:
9250.000. 00 90 196, 500. 00

10, 060, 000. o, 9434 22%,000. 001

4.500,000.00i 96 24,00.00'

7.500,000.00 9534
30,000,000. 00 91 30, W1. A

150,000,00.001 92M 200,O00.0

71.000,000.000 90) 142Z000. 00,
22, 83300.00W 933% 39,900.00

20,6C40,000. 00r 89% 36, 120.&00

19,740, 000.001 93 39,4a6.00

I

P ITotal

IOur share ,Ournt r it :S ,of ex- Our netrnt 'profit in all p ses in profit in all
groups al rups groups

I
Original grou

Our gros !Our slare
proft of ex-

penses

$14,525. 33 $1,026. 15

47,870.33; -.........

48,000.00 ......

5.688.00 2,748.00i

400, 000. 00 24,000.00

200,000.00 12,000.00

30,000.001 .

165,000.00-i --------

231,87M 00 -------

387,5M 00.........

58,50.0 14,565.00

90,000.00 --..... I

433,333.33 .-------

26.5.13 14 2,394.36

57,200.00 ....

54,012. 75..

49,976.00.__

$12,899.18

47,870.33

48,000.00

2,940.00,

376,000.00

188,000.00

300, 00. 00;

165, 00. 00

231, 870. 00

387,500.00

43,935.00

90,000.011

433,333.33

262, 741.78

57,200. 00

4,012. 75

49,976. 0tl

24,967.85

12,856.11

3,640.88

14,382.80

27,248.22

16,o13.09

16,482.S

4,106,37

15,717.01

5,961.15

5773. 32

1,621.77

1, 763. 08

Net
profit
Sinper
cent of

prince

I of

$12, 899.18

63,771.78

63,487.28

7,989.00

574, 536.79

291,483.46

30, 752.65

865.306.78

636,695.50
759,126.4

7, seW. 25

244,302.75

874,75& 85

468,978.78,

134,320. 50

1 2 5 . 1 3. 1 9127, 245. Obi

issue )

.452
0

.265 ftJ

.126 "1

.088 01

.574

.291 tW
0

.730 14

.786 rA

.648 0

.759 W

.648 cI

.814
00

599,504.64

304,339.57

734,393.51

879,689.59

663,943.71

775,139. 54

94,352.10

248,409.12

890,473.86

474.939. 9

140,093.82

126,724.96

129, 08.14

$14,525.33 $1,626.15

65,65•12~ 1,833.34

96,312.58 32, 825. 30

10,737.00 2,748.00

I

.1 i N;ft ;% a% V 4 • a,



Aug. 1.1923 Switzerland..! 5percentnotesdueAug. 20, 000,000.00 9729/100 ------------ 5. . 125.00 17,375.00! 34,70.00 7,8".to 20.76&2 A2. 110 .260
1, 1926. 0.3.1 .6Apr. 1, 1924 ----- do ----- 53% per cent bonds due 30,000,0110.00, 97n 26,250.001 73,940.62 14,190.62 59,750.00 126,868.49 17,629.18 1023.1 .4
Apr. 1, 1946. ___

l' Total ---................ .... R&1 K'--!. it M . ... ,8 049. 0015 381,987 .50 533, 11&- 144,848.869"110,313.919 .71751,074 .481 9, 52,"4 23t'-
Toa-------- ------- ------1875.0.0. - .18309053897 0311 4

INDUSTRIAL BONDS

Mar. 20,1920 Anglo-Ameri- 734 per cent notes due $15,000,000.00 100 ------------ $60,060.00 - f -------- $60,000.00 $8,175. 00 $1,637.70t $81,537.30 543
can Oil Co. Apr. 1, 1920.

Jl (Ltd.). due 800Q000.001D .----- 40,600.00 $137.50 39, 8. 50 40,000.00 137. 50 39, 82. 50 .493-uy1,95...do ..... "
4 

Jer cen
t
foes de 8 0.0 0 0

Jueu.92 d - 15,r92 note 99
2

S~oooe $30I.0 02,0L00 .4

June 9,1924 ----- do --------- 41 per cent serial notes 6,000,000. 00 21,091.501.5( 20,975.60 26, 5 110.50 2,485.
ue July 1, 1927-1929. 2l.09L5

July 7, 1926 Fiat - 7percentbondsdueJuly 10000,00000 93 25,000.00 33,7500,---------33,750.00 133,212.50 6,978.40 126,23410 1.262
1,1946. 5

Mar. 13,1922 Framerican 7% per cent bonds due 10,000,000.00 99 ............ 75, 000.00 18,750.00" 5,250.00 121,568.70 19,366.95 102,199.75 1.021 N
Industrial Jan. 1, 1942. o
Develop-
Ment or.p o ta tio n . W " '13 148 44r

Elet. 17,1924 NordRalWaY 6%percentbonds due 15. 000,600. t 2,250.0 13. 14 44 39,445.31 105,111.61 16,655.041 88,450.57 .589 0
Co. Oct. 1, 1950. I

Apr. 28,1= PirellilCo. of 7 per cent bonds due 4, 00,O.0 98 8,000. 32,25a 107140 27& 60 60,09.00 1575. 44,2 60 .107 !

Total ---------.-.----------------------.. 68,000, 00000. 62,260.00 44.223.841 270.461.41 569,706.31 60,648.491 5W,057.82 .748 0

grad-t-a--- ---------------------- 1-.875.578.000.001 1 ,9539 i3
5

llB 67.7j7.3191.1 .77110,883626.021811,722.97110,07405.91I -

The committee will stand adjourned until to-morrow morning at 10 o'clock.
(Whereupon, at 3 o'clock p. m., the committee adjourned until to-morrow, Friday, January 8,1932, at 10 o'clock a. Ill.) "

x 00


