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Reidﬁsbanx - Direction
" ‘ Berlin, S. W. 19,
no. 9696 D November 9, 1921,
)

The experience which we have had in securing bills of exchange for

the payment of indemnities in connection with the fulfillment of the peace trecty,

makes it seem to us desirable to bring about & direct connect ion among the central .

note banks of tnose countries which are primarily interested in the easy handling

of the psyments. From this point of view we should consider it suitzble if the

note banks concerned could open current accounts for esch other in their books. |,
;"-‘.:,-n: -4

Accordingly we have, among other things, already entered into communication with @ |
>

*

the Bank of England in London for this purpose and received from it the promise thé&‘

'}5‘\ o

it will open accounts for us in its books. The preparations are under way, and_ - \C
' ' 4 Ued

intend in the course of time to make such arrangements that the business of
.

.
v
>

L3
Reichsbank to be liquidated in English pounds may be settled in the msin throught

Bank of England., In this connection it has also been agreed that the Bank _”?éﬁ
Yo %

England, insofar as, according to its constitution, it is not in the pdsitiohdq.*f”

.grant interest on cash capital, will undertake to make interest-bearing invegt= ¥

&
. , g
ints of considerable sums with the best care for our interests. i 9

We now permit ourselves to ask you whether you are disposed to__ﬁ‘;

7 7 - \RU
g ! SR el
1E o

dter into & releation of like or similasr form with us. In our opinion, from th& ‘_l“

k- \ 0,
L. ¢iprocal direct connection valusble relief would gradually be afforded to the‘gpié
- o \“‘:. L
4 W e,

g d exchenge market, with generally useful results. ; e

4
e A r o
At this opportunity we should like to ask you & second question.

is our intention, provided a corresponding chenge in the bank law can be brought
Jut,to deposit a considerable sum in gold (minted or in bullion) abroad - probably
gﬁth the Bank of kngland, in order to use it as a basis for shorf-time loesns in
'*ﬁ%“f*‘foreign gurrency, in case of need, in dollars. Would it be possible for your bank,
on the basis of a gold deposit to your credit in reliable hénds in a foreign note

i \ : R el
L bank, to grant advances in dollars and, in that case, on what condition?
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We should be grateful if our suggest ion should meet with your

approval, and we most respectfully look for a favorable reply.
Reichsbank - Direction

Havenstein Kauffmann

P0 the. Federal Heserve Bank of New York, New York.
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3561936 business connection among the note benks was discussed, and it gave me
?zi@&ticular sat isfaction to find in the Governor a comprehending approval of my

:ﬁqggestions. As I dare assume, according to what he said, that you too share t 'Eﬁih
“wiews of the Governor of the Bank of England, which have not been unknown to youj
" ,since his visit in New york. I should like to yield to the agreeable hope that Y

s
“%ke wishes expressed in the enclosed letter will also find approval snd favor

“xy R
-’ﬁiéth you. It seems to me entirely probable thet a close connection of the note |

..ﬁénks of the United States, England and Germany might be the foundation for int{

The President of the
eiqpsbank - Direction

‘o, 9596 D Berlin, S. W. 19
November 9, 1921.

Honored Governor:
I do myself the honor of sending you a letter from the Reichsbank
Direction to the Federal Reserve Bank of New York, with the following observation:

I took the opportunity a short time ago to call upon the Governor of

the Bank of England, Mr. lontagu Norman, in London, and to discuss thoroughly s
with him economic-political questions, which affect the central note banks of all

countries to a great degree. As of primery importance the bringing about of a

1)

R :
d o8 P
1. s ‘f“' .

i

national cooperation of the note banks of all important countries.
With greatest respect, 1 am
Yours very singerely,

Havenstein

To the Governor of the Federal Reserve Bank of liew Yorx,
Mr. Benjemin Strong, New York.
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. Der Prifident

v bes Berlin SW. 19, den  9.Novenber 1921.
Reidisbank-Divehtoriums.
. 9596 D.

Sehr geehrter Herr Gouverneur:!

////////” Anbei beehre ich mich, Ihnen ein Schreiben des
: Reichsbank-Direktoriuns an Adie Federal Reserve Bank of New York

\ gu Ubersenden und dasu folgendes zu bemerken:

,.
v-""

Ich habe vor hkursem Gelegenheit genommen, den
Gouverneur der Bank of England, Mr. MHontagu Norman, in London

aufgusuchen und mit ihm eingehend wirtschaftspolitische Fragen,

-

die die Zentralnotenbanken aller Lénder in hohem Male Dberiihren,
durchzusprechen. In erster Linie wurde auch die Herbeifiihrung
einer engen geschdftlichen Verbindung zwischen den Notenbanken
behandelt, und es gereichlte mir zur besonderen Genugtuung,

bei dem Herrn Gouverneur verstindnisvolle Zustimmung zu meinen
Anregungen zu finden. Da ich nach seinen Aulerungen annehmen
darf, dal auch Sie die Ansichten des Herrn Gouverneurs der
Bank of England, die Ihnen von seinem Besuche in New York her

nicht unbekannt sind, teilen, moéchte ich mich der angenehmen

An Ho[ffnung
den Gouverneur der Federal Reserve Bank
of New York, Mr. Benjamin A
New Yorhk. /LL

— — — — — — — — — — — — — —
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The law concerning the autonomy of the

Reichsbank according to the proposition of the Reichss=
bank has meanwhile,as I already have mentioned,passed
the Cabinet and will,I expect,in short,also pass the
Reichstag. It does entire work and will,I am sure,
just as well satisfy you,as it does me. The Reichs=
kanzlers leading activity of the Reichsbank is wholly
removed from the management of the Reichsbank,and on
his piace the full autonomy of the Directorium of the
Reichsbank is installed. This latter with all its
members becomes independent from the Reichskanzler,
every personal commanding- power and disciplinary
authority being taken from him,and the verdict con=
cerning the case of introducing a disciplinary inquiry

once in question according to the German officials~-

" laws,is also transferred to the Reichsbank-Directorium
Also the suspension of an official or his pensioning,

when at the age of B85 years,being generally admitted

according to officials-law in Germany,is also removed

3 concerning the Directorium of the Reichsbank,as it is

the case with the members of the Reichsgericht. There
only remains the formal appointment of the President

and
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and the members by the President of the Reich,but
that can not be done away with and also does not

lay in the interest of the Reichsbhbank. But also here
the autonomy of the Reichsbank is obserwved. The

appointment of a member only can follow by proposal of

the Direktorium and the Reichsrat,therefore not ageind

its will. Before the appointment the President,the

Directorium and the Central-Committee must be heard,
and it also is subject to the consent of the Reichs=
rat.
The constitution of the Direktorium by cooptation
- existing already as a fact,because never a proposal
of the Directorium for the election of its members
has met a refusal- is herewith legally constituted.
= The appointment of an unsuitable President against
- the wishes of the Directorium and the Central-Committee
in normal times is hardly conceivable. But if it
should happen once in politically difficult times,
such a President would have no significance. Because
the policy of the Reichsbank is only determined by the
conclusions of the Reichsbankdirektorium;among the twelve
members the President only is ,primus inter pares”
and his special influence can only be the consequence

of
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of his personal importance. Through this law the
Reichsbank-Directorium is wholly separated from any
influence whatever through the Government,and its
independence is as ‘perfect and as intangible,as that
of the supreme court of justice in Germany.

This state of autonomy of the Reichsbank will
to a great extent exceed that of all other Central=
banks,perhaps the Bank of England excepted,but from

the German Standpoint,even that of the Bank of England

too,because the organisation of the Bank of England,
the constitution of her Board of Directors out of
partners from great private banks and commercial
houses,which,as much as I know,has thoroughly been
proved and has also hardly ever met any difficulties
concerning her discount-policy,can not easily be
adapted to the German state of things. A similar con=
stitution of the Reichsbank-Directorium would not be
possiblej;a selection out of the interested groups
historically represented in the Central-Committee,
being of economical importance for the Reichsbank,
would represent a real danger for a continous and

positive bank- and discount-policy serving only the

object
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object and the whole economical life,especially as
we miss the financial and economical education of the
City and living actually in great political and econo=

mical contrasts. We need full independence in both

|
directions -government and interested spheres~ and ‘

it is therefore,I believe,our system for Germany,givirg
the interested spheres (central-committee) only a
congulting voice,to be better and more adapted.

I am sure,that this new constitution of the |
Reichsbank shall essentially strengthen its authority
in its own country and abroad and its position towards
the other Centralbanks,and I also believe,that it can
become an example also for other Centralbanks and
that this will agree with your wishes for a closer
cooperation of the Centralbanks. The importance of
corresponding meanings and resolutions of the Central=
banks and their influence on the economical and finan=
cial policy of the Government shall be the greater,as
the position of the Centralbanks is independent and
as it will be clear,that they only aim at serving
the matter.

It wants no confirmation;that the Reichsbank as
far as possible,also in future will oppose herself to
wrong economical measures and especially a policy of

inflation

Federal Reserve Bank of St. Louis
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inflation of the government,and the autonomy of the
Reichsbank will,if necessary,lay more stress upon
such a policy.

But in the whole for the next coming time I only
see limited possibilities for the Reichshank to inter=
fere,and chiefly for limiting the inflation to day the
autonomy of the Reichsbank is but a very small
expedient. The Allied Governments and especially the
Reparation Committee apparently much underrate the
large,honest and successful efforts of the German
government to limit expenses and to cover the = necessas
ry expenses by direct and indirect tazes and,as
actually,also by loans. But the conditions forced upon
us are stronger than human beings,and the financial
position of Germany,if remaining such,as it is,is
hopeless and the inflation must continue,as long as
the impossibility of compensating the balance of
payment and of balancing the budget caused by the
impossible reparation payménts exists. The proceeds
of the new direct and indirect taxes and duties settled

by the Reichstag amounts to approximately 40 milliards

of papermarks;it is,I believe,the very last sum,that

can
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can be wrought from the German people.

But the enclosed tables on the budget for 1922
( igiégé II1),which already contain all these new
taxes,will show,that only the own expenses of %the
Reich and its administrations can be covered with all
these extraordinary high charges. A surplus of
18,5 milliards in the ordinary budget is faced by
12,3 milliards in the extraordinary budget and that

of the administrations of Pest and Railways,not yet

being covered and to be coverd only by loans,so that

the real surplus over the whole amount of the own
expenses of the Reich ( 208,2 milliards of Marks)
only consists in a little over 4 milliards. Butl also
this surplus'surely will before the end of the year
soon be exhausted,because the continuing rapid decrease
of the purchasing power of the mark,that is the unin=
terupted increase of all prices,will be the reason
for increasing wages and salaries and expenses for
material,

Then the whole reparation budget of 187,5

millards Mark remains completely uncovered. The cals=s

culation of this sum is based upon a mark- exchange of
1 ¢ 45 (1 8 = ca.190 4). The sum may be reduced
according to the possibility,that the decision of the

Reparation Committee consents to a reduction of the
reparations
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reparations burdens in cash and kind for 1922,and on

the other pand it may be still raised if the German
exchange continues to fall;at'bresent one & equals

to 250 K. In order to procure at least one part of

the cover for the reparation budget,the German Govern=
ment,still in the current year,will issue a voluntary
internal loan and,after it,a forced loan. The voluntary
loan can only be short-dated (probably treasury-bonds
for several years),if it should give somewhat conside=
rable returns. Its succes cannot he estimated with

some certainty,especially considering the danger for
the interest and redemption rates by the Peace-treaty

( § 12 Annex 2 to § 244 and § 248 of the Peace-treaty).
I believe a return for 5 to 15 milliards to be possible,
Also for estimating the proceeds of the forced loan
actually ascertained supports are missingj;round 40
milliards, are expected. But even in the case that
through both loans should be realised proceeds of aboutk
50 milliards and that the reparation payments for 1922
should considerably be reduced below the sum agreed
upon in the Peace-treaty,and finally that the German
exchange should somewhat improve,there will remain at

any rate 100 milliards and more without any cover,and

in
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in order to procure this amount there is nothing else
to be done but to increase the floféting debt and paper
money. These loans shall therefore only check the pace
of the growing inflation,but shall not be able to remowe
it. The influence of the Reichsbank on the financial
policy of the Reich will therefore in the beginning
only have a very limited space of action. The discouns=
ting of treasury bills to the Reich,the Reichsbank
only then will be able to refuse,if the necessary
expenditures of the Reich,including- the reparation
burdens,can be reduced to an amount possible at all to
be procured by the Reichgnd if then there is any
possibility for the Reich to cover a still remaining
deficit,which cannot be covered by taxes and current
revenues,by other means than through the sale of
treasury bills by the Reichsbank,especially through

internal and foreign loans.
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Arnexe II .

Apergu concernant la cléture du budget pour 1922.

—— s ——————————— ——————————————————————————————————————————

Afin de faciliter un coup d’oeil d’ensenmnble,
le budget de 1’exerclce 1922 a été divisé en troig parties
principales:

1. Administrcetion générale du Reich,

2. 4drinistrations d’exploitation,

3. Exécution du fraité de Fersailles.
Dang chacune de ces trois divisions, 1'0n distingue le bud-
get ordinaire du budget extraordinaire.

Le budget ordinaire contient les recettes et
dépenses permanentes et uniquee, nécessaires a couvrir les
begoins courants.

Le budget extraordinaire comprend:

a) les recettes extraordinaires,

b) les dépenfes uniques dans des buts d'acquisition,

c¢) les dépenses uniques, étant la conséquence inévi-
table de lIa guerre

d) celles dee dépenses résultant de 1’exécution du frai-
té de Versailles et que 1’on ne prévoit pas deboir

ge reponter sur ure longue période.

5465.
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Les chiffres indioués ci-descsucs correspondent

o

a ceux du devis budgétc

o/

re de 1’exercice 1922, modifié sui-

o

vant les décisions du Reichsrat et octuellement soumie au
Reichstag. J1 est possible que d’autres modifications ré =
sultent des délibérations du Reichsatag. Les votes émis

au sujet des propositions ficcales amenerent des changements
a quelques articles des recettes, lesquels n’auront d’ail-

leurs pas d’influence sur le resultat final.
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FEDERAL F . JERVE BANK
OF NEW YORK

MP'CE CORRESPONDENCE oare_DSCEIDOT 8, 1921

to___Mr. Case sussect. Helations with Reiéhsbank.

S

FROM

|
vV
~ I attach a proposed reply to the letter of November 9 from the

Reichsbank. Owing to the faet that the Reichsbank is said to be somewhat dis-
credited in Germany because it has yielded to political influence, and because
there have been rumors in Germany of a new government bank. and the situation
tnere appears to be very uncertain at the present time, I do not believe it
would be wise to enter into close reciprocal relations with the Reichsbank

such as we have with some of the other foreign banks. It would appear desirable

to leave thne matter of negotiating a formal agreement and making formal appoint-

s ments for future consideration and merely indicate to them at this time that

we are willing to open a current account for them and make investments for thei

—

account, but not extend credit. I understand from Governor Strong's letter to
Governor Norman that he believes any arrangement with the Reichsbank should

be predicated on a clear understanding t

that we will not interpose credits for
reparation account as Governor Strong would be opposed to our permitting our
resources to be used in furthering and continuing the present repsration muddle.
You will note that in my proposed reply I have not indicated our
reasons for declining to extend credit, and as it is a rather delicate matter
to exyolain in any detail, I thoucht it might be dealt with to better adventage

letter from Governor Strong to President Havenstein in reply to
/

in a personal

: + p ' .y « QA+ wvano ot he +he bhr emb ving ‘;Ae
the latter's personal note to Governor Strong, rather than by embodying I

reasons in tne formal letter to the Reichsbank.




33
w» //{5 ¢
Ext.ract from a letter written by Governor Strong to Governor Norman, Bank
of ‘Engleati, under date of November 25, 1¢21.

T e e

"First as to your visit from President Havenstein and Mr. Kauffmann. I am
very much impressed indeed by what yu write. It may be that this is partly senti-
mental for your letter indeed presents a sad picture of an old man heart broken and
disappointed and appaerently helpless in the face of events. I have been told that
he is a most reliable and conscientious basnker, but that he has lost hie prestige
in Germany because of the failure of the Reichsbank to withstand the pressure
of political domination. This seems to agree with what he himself stated of
conditions in Germany.

"It -is difficult to comment upon the contents of your letter, excepting
to add that it seems to add a few more strokes of the brush to a desperate and

hopeless picture. I am very much discouraged by recent developments in Germeny,

n

and by what has been told me by Herr Bergmann of the Deutsche Benk, who has been
here discussing the possibilities of a loan for the purpose of protecting the
position of the mark vis-a-vis the dollar.

"0f course we will be most pleased to correspond with the Reichebank.
I would like to establish relations with them of the right character and do every-
thing that we can for them in a helpful and constructive way, but it is an arrange-

ment which, it seems to me, should be predicated upon & very clear preliminary

understanding that we will be unable to interpose with credits for reparations

sccount. I would indeed feel shaken in my confidence in my own

permitted our resources to be employed in furthering and continuing the impossible

-

situation which has developed out of the reparatione muddle. It is better to
have the bresk promptly, in my opinicn, rather then to promote indefinite post-
ponemente with an ultimately more serious breskdown than would occur if recon-
gsideration of the matter were forced in the near future by realization of Germany's

insbility to continue payments at the proposed rate.
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nIf Pree,xdgn’e Ha«vmsta;@%d,@ us as I presume he will, I shall endeavor

to send him as definite a reply as possible and one which will be satisfactory up
to the point of extending credits, which I do not think we should do at the present
time; nor in fact do I feel that he is likely to solicit them.

"Herr Bergmenn has in mind a loan of #25 to $50 millions for six months
to be furnished by a strong group of American banks with the sole object of buying
marks, in an effort to restore them to a value of about 1 1/2 to 2¢. He thinks
the sentimental effect of the announcement of such a loan will drive the German
speculator or hoarder of foreign currencies to eselling them, and that the German
Government can acquire this foreign currency through the instrument of a large
gold mark loan, which would in effect be a domestic dollar loan, subscriptions to

German

which would be made in dollars, or any other foreign currency now held by
citizens, at rates of conversion to be fixed by the German Government.

"I doubt if the project can be carried out. In fact doubt the wisdom

of it anyway, upon the same grounds mentioned above. I have told Herr Bergmann
that our attitude towards promoting such a transaction would be governed by the
attitude of some of our officials in Washington. There seems to be too much

transpiring just now to risk complications, which would defeat other matters of

major importance."
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‘December 14, 1921.

The Reichsbank Direction,
Berlin, Germany.

Dear Sirs: : \
_ ¥
We have your esteemed favor of Kovember 9, which interests us

very much.

We note particularly the considerations which have led to the

tablishment of relations between you and the Bank of Englond and the ext

' \ these relstions as dgsc}ibed by you. In reply to your first question, w
pleased to assure you that we'would be glad vo eater ln.bo & similar rela

- | J with you. Like the Bank of BEngland, we are not in a pesition to grant
on deposits; we also would heve to undertake to muke interest bearing inyd

for you in order that your balances maintained in this country might not

( unproductive. 3uch investments would be in b.'.mwrs\bills or United 3tatd
Preasury Certificates of Indebtedness or other United 3States Government s
ties, such as we might ourselves invest in. It would be sgreeable to us
receive compensstion for this service either by the meintenance of & coiwj
balance in current account or by payment of = nominal comaission for our
J in making such iﬁnstmenta which would be taken and held for your accountiy
risk with the same care which we give to our own investments.

If, however, it wonld be more agreeable to you to have our L
of peyment ot meturity on any such investments wnich might be taken for yow

sccount , and further agreement to take them beck from you prior to their mat-
e RS TV . T “
e 3 ke to do thut for you

ot ,;7
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e

r within such limits as nipht be mutually agreeable, and with suitable provision
| for compensation say, a com:ission of 1/~‘= of 1 percent. per annwa on the face
amount of bankers bills and 1/8 of 1 percent. per annum on the amount invested
in Treasury certificates.

with reference to the second questiom raised in your letter of
Hovember 9, relating to possible advances by this bank ageinst pold deposited

- with & forelgn bank, we scarcely need assure you of our desire to cooperate

with your institution in these matters but we should prefer that you do not

reise this guestion at this

We have the honor to remasin,




December 14, 1921.

Rudolph Havenstein, Eeg.,
President, The Reichsbank,

s
o

(et ; Berlin, Germany.

.~%; My dear President Havenstein:

a8 of : v

&5 '1 was gl=d to receive your personal letter of Hovember €, accompany

v !
the letter of that date from the Reichsbank Direction to the Federal Reserve §
[
i
of New York, and to note your observetions with respect to the matters discus § ‘
a8

by you with Mr, Normsn on the oceseion of your recent visit with him in LondalSes

‘, v
‘.

You are correct in your sssumption that his views, which are well,
/ Sl
to ue, are shared in by me and my associates imn this bank. A formal letterf@l

this bank hse to-day been addressed to the Reichsbenk Direction im reply to

letter of Noveuber 8, but 1 wish to state to you thet we shall be most pleag

correspond with the Reichsbank, snd to establish relations ¥ ?
charscter and do everything that we can for them in & halp'ﬁ:;Eau
i;:g; ; t I feel it should be mutuslly understood thst such a rradel
‘ ity at the present time be predicated upon a very clear re;oggition that
unable to interpose with credits for reparations account, and you will g
Y. 297, )

i“)re, better understand the reference thereto in cur formal letter aéd;es'
bichebank Direction.

I venture to hope with yocu that a close connection of the banks
Germany, England snd this country may be helpful in developing broader

a@ational cooperstion of the central bamks of all important counmtries and t  E

e hope also that happier times will presently permit of broader and full

With kindest assursnces of my high personal esteer, I semain;
/
] Yery sincerely wusg;?

(Ll St { ) :
e Foaly 4% R
o e




December 16, 1921,

Bontagu Nerman, Esq.,
Governor, Bank of England,
London, England.

/

¢

As you end Hr. Strong have discussed the establishment of relations with
tﬁi Reichsbsnk, and as he is mow awey from the bank on account of illness, I wish to
'ftte you, in his absonce, of our negotistions with the Reichsbank.
% Nr. Strong hes slresdy indicated to ycu that we would be glad to eatu:;’
gations of the right character with the Rei;habank but would not care to interil f&%ﬁL“(‘

‘icredite for reparetion account, and we believe any relations which we mizhtige
t A

AN

' A,
4 %e recently received & letter from the Reichstank Directorate suggeet'ffﬂ :
L-establishment of direct connections, and we have replied along the lines indf

=

Wej namely, that we would be glad to opsn sn sccount for them and meke inters
i .
Wiring investments for their account, but thst we would not care to extend cred

Aooompanying this letter from the Reichsbank Directorate wae a communiQ:‘4
’resident Havenstein, in which he mentions that in his recent conversation
ln' to the desirability of close connections between the centrel banks of 1aau'
-;;r. in accord with his suggesticns, and indicated that Ur. Strong shared you ;Q
e have aesured President Havenstein that your views are well known to u;
b shared in by Mr. Stromg and his sssociates in this bank.

S PY

I shall be glad to keep you infoemed of any further developments in these

-

fﬁfiations and, with kindest persomal regards, beg to remain,

Gord1a1ly yours,




Benj.  Strong

3
i

n
forlly, -to comment upon the Treasury program

I do not feel preparec

W] .
e without more Study than I b been able to give the matter, but it does seem to

me that with victories ling now squarply ar, ,the opportunity may have

arrived for an exchg

accomplishments ast year is the comparatively
amount of victories reffifed npered what should have been retired in
r to reduce the amount o ing be done eighteen months hence.

I amreturning the Reichsbank correspordence and memoranda which I
road with much interest. It struck me that the personzl letter to PresiJeL;J
.Astein wes rather cool and not emcouraging to develop the right kind of re-
b ' :
«n'f*'* ons. No hérm is or will be done by- this, but I would like to have the papg
ted back to ¥r. Beyer, as I should like to write President Hevenstein a

P St

konal letter on my return from Atlantic City.
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Translated by
i K. D. Frankenstein
r ' Statistics Dept. .
‘ February 8, 1922

The President of the
Reichsbank Direction

No. 101/I Berlin, S. W. 19, January 19, 1922
e—m

lir. Benjamin Strong,
Governor, Federzl Reserve Bank of New York
New York
Sir:
Q\v‘ I am glad to acknowledge the receipt of your kind letter of the
14th of 1T§f month, and beg to refer to the letter of thg Reichsbank=Direction
of the 9th of this month to the Federal Reserve Bank of New York, through which
the opening of an account is by thi; time under way.

In regard to the question of the gold loan, I beg to call to your
attention the fact that in relaéion to the Federal Reserve Bank as well as to
the Bank of England and the Bank of th;‘Netherlands it has been far from our
intention to wish to use a gold deposit in England for creating r¢paration
credits; that, in the interesﬁ, of as safe and normal a development as possible
of the German and the international money market, and in the interests of check=
ing speculation in foreign exchange, it is, rather, for us simply a matter of
directing our transactions in money and exchange uniformly from one place; also,

hat the sums in question, which might, at the most, amount to perhaps 10 million

dollars, are to be dravm upon only temporarily and would not bear any relation
to credits for meeting reparation paymenta;’ and that, on this account also, the
Bank of the Netherlands, in agreement with the Governor of the Bank of England,
has declared itself ready for these transactions. I should, therefore, like
to ask you to;gonsider the question of the gold loan from this standpoint, and
to be so kind as to let me know whether, in view of this aspect of the situation,
a renewal of the Reichsbank's suggestion would meet with your approval,

Assuring you of my esteem, I am

:
b
-

Very truly yours,

itized for FRASER
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B 1%.5 h Berlin SW. 19, den 19.Januar 1922.

Reidisbank-Divehtoriums.

101/ I«

! @
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Sehr geehrter Herr Gouverneur!

Mit verbindlichstem Dank bestdtige ich
den Empfang des gefdlligen Schreibens vom 1%.v.Mts.
und nehme ergebenst Bezug auf das Schreiben des
Reich sbank-Dirextoriums vom 9.d.M. an die Federal
Reserve Bank of New York, durceh das die Eréffnung
eines Kontos nunmehr in die Wege geleitet worden ist.

Hinsichtlich der Frage der Goldbeleihung
erlaube ieh mir, derauf aufmerksam zu machen, daf es
uns der Federal Reserve Bank ebenso wie der Bank von
England und der Niederldndischen Bank gegeniiber
v011ig ferngelegen hat, ein Golddepot in England zur
Beschaffung von Reparationskrediten benutzen zu wol-
len, daf3 es uns vielImehr Iediglich darauf ankommt,
im Interesse einer méglichst ruhigen und gesunden
Entwicklung des deutschen und des internationalen
Geldmarkts und zur Einddmmung der Devisenspekulation

An unsere

den Gouverneur der Federal
Reserve Bank of New York
Mr.Benjamin St rong

inNew York.



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

unsere Geld- und Devisentraonsaktionen ein—-

heitlich von einem Punkte aus zu dirigieren,
daf auch die Summen, um die es sich handelt
und die sich im HOehstbetrage auf vielleicht
10 Millionen Dollars belaufen kKdnnten, nur
voribergehend in Anspruch genommen werden
sollen und aufler Verhdltnis zu Krediten fir
die Aufbringung der Reparationsleistungen
steh-en wirden, und daf deshalb aqueh die HNie-
derldndische Bank sich im Einverstdndnis mit
dem Herrn Gouverneur der Bank von England zu
diesen Iransaktionen bereiterkldrt hat. Ich
mochte daher bitten, die Frage der Goldbe-
Iethungen nochmals von diesem Gesichtspunkte
aus zu prifen und mir gefdlligst mitteilen
zu wollen, ob gegeniber dieser Sachlage eine
erneute Anregung der Reichsbank dortseitige
Zustimmung finden wirde.

Mit der Versicherung meiner ausgezeich-

neten Hochachtung

%



; y dear President Havenstein:
At the time of receipt of your kind letter of November 9, it was my
sfortune to be incapacitated from giving much personal attention to that and

|
B ther matters, as I was obliged to go to the hospital for a slight operation,

'ﬁcle ie my first opportunity te send you a personal asnd confidential letter, sua
I had hoped to write at the time my letters of December 14 sers prepared by
my associates for my signature.

f
#hile you may regard these 56"Ppo rmal expression of the attitude of t ]

Wbk, I am now writing to explain that my friend, Governor Norman c¢f the Bank c'%
zg and, has kept me perscnally fully informed of his meetings and his corres-
3$ndence vith you and, as he has doubtless advised you, I am very much in sympa
{th the general purpose which he expressed, of bringing about & more intimate
jd sympathetic relstionship between the varicue banke of iseue than hae hersto
fisted, or been possible.

Such relationshipe I have always regarded as depending more upon pers
R usintance, understanding, and mutual respect and confidence, than upon the
e formal understandings that can be arrived at by correspondence. It .@ill
Bcessary, according to my view, to await opportunity for a meetinz with you ahelh:
_;‘ay have the pleasure of discussing some program of accord, and I am looking
ward to an eccasion when that may be done. In the meantime, this ie simply;é_
7§eneral, and quite porsonai letter of assurance to you for the purpose of ex-
Peceing my belief that, within the limits imposed upon us by the Federal Reserd
, and those required by good businees judgment, our minds are open to proposd

such 2 relationship as will be to our mutusl advantage and profit, and ia thE
), S : > I

& //frager stleuisfed:org/ Ay
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f other lands to understend its many ramifications, and why certain policies are

essary, We have, as you know, twelve so-called regional hanks, each serving a &

A

tinet geographical division of the United States. Such a regional system, as

ptinguished from a branch system, is not only possible but nacessary in a

;;ggpntry a8 large as ours and with so many diversified interests; and ie im fact
A5

etter system than a branch system im practically all respecte but one; namely,

i t ) : . . o

'-1}hthn conduct of such foreign bueiness ses the system undertakes. I'oc overcome
o

“fhet defect in the Pederal Reserve Act as originally passad, it wsas amended some

yepre age so that it now provides that, with the approval of the Pederal Reserve
ard, which ie thg eupervising body suppointed by the President, one Federal

.

erve Bank may act in behalf of all twelve Federal Reserve Munks in that d

it of the System's business. Nore such a plan not adopted, all sorts of com-
lcations would bs likely to ariee. lhe Federal Repgerve Bank of New York has
2

bn designated by the Federal Heserve Board to conduct business of that charscter
acts in behalf of all of the Paderal Reserve Benks. It is in fact for that
jReon that I have invited this correspondence with you. But. you may propserly

er from what I have now aritten to you that shatever ge do is in behalf of

System as a whole rather than the Federal Reserve Bank of New York alone.

wean, of course, s0 far as concerns any sotual business wxhich may davelop.

It should further be explained that the Federal Reserve Board, which
@#&s its offices in the Treasury Building in Washington, is not an operating body

’

2hn£ a supervieing body, and the conduct of such businese as we may undertake with
" et

> 5 3. 3 s : )
Syon will be based upon understendings which we may arrive at, subject to the sub-

Dgerds of directors of the other eleven reserve banke. This appeare to make the

inauguration of nes business connections a rather formidable and cumbersome matter

Pigitized for FRASER j
twtadnstipisieddoe #2 have found that the arrangements -canibe pro
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he preliminary understendings are definitely set out; so that I would not hav
ou regard thie as an obstacle in the aceompliehment of the purpose which w#e
utually have in mind.

As Governor Norman doubtleee has explained to you, cne of the impc

esults of the underatandings already concluded betwsen certain of the banke

sesue, has been the exchange of information in regard to conditions and dsvelo
ente in our respective countries, which is of interest and importance. 1 shs

ope that you #ill find this in accord with our purpose to develop such a

slationship. Ye are just now especia ly interested in the discussions which

re taking place in Germany (according to press dispatches) respecting s posei

.

hange in the status of the Reichsbeank. If you feel at liberty from time te

» write me on this eand similar mattere, will you not bs good enough to do so,

hd indicate to me in like fashion =ay matie soncerninz shich you would 1lik
d indicate % like fashion s=ay mattere.concerning ich yo culd 1iks

ﬂ

par from me,

Y

]

; lease sccept my spolegzies for thie long lstter. [t is oy first o

fnity to dictets it, and I have writteaycu with conszidsrable Presdom in order
et you may understand the frisndly spirit in wshich 42 are approaching thle
’iter, and with which we hopa to see a mutually valusble relationship ultimat
pveloped.

fith assurancs of my high pereonal sstesm, I beg to ramain,

- 2

Paithfully yours,

idolph Havenstein, Esq.,
esident, The Reichsbank,

brlin, Germeny.




dear President Havenetein:

It occurs to me to suggest that the facilitiss of youls

hk might enable you to write me personal communications of tht s 3

sracter in English. It will be preferable if that can be do
it avoids a certain amount of trenslation and copying.

This, however, ies only a suggestion, and made subject
irely to your own convenience.

Yours sincerely,

lolph Havenstein, Eeq.,
gident, The Reichsbank,

1R GoERany,

fraser.stlouisfed.org/
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February 20, 1922,
enstein,
Reichsbank, Berlin,
Germany.

ention to your letter January nineteenth has been delayed by our holidays.
er full consideration we believe it will be inadvisable for you to renew
pposal for gold loan at the present time. This need not be construed as
icating a permament policy regarding our relations. We thall write you
ly by an early mail.

Federal Reserve Bank of New York.




February 21, 1022,

RS0RAL

} dear President Havenstein: X

four kind letter of January 10 arrived at a time shen becmuse of the

&

B cence of some of my colleagues durlng the holidays f this month, it was

pwecary for me to delay a reply until this week. In order that you sight not

convenienced 1 cabled you yesterday as followse

"Attention to your letter Jenuary nineteenth has been delayed
by our holidays. After full consideration we believe it will be
insdvisable for you to remew proposal for gold loan at the present
time. Thies need not be construed as indicating a permanent peliey.
regarding our relations. e ehall write you fully by an early mail.”

B & The cirocumetances to shich our sarlier letters had refersnce, and

2
F s

Widled to our eriting you in the terme thersin expresesd, etill impel us to
'7_ to the poliey therein indicsted in regard te credite of the cheracter

_ bed in yeur letter. fe do not wieh ycu to understand that se are un-
o 8

npstpetic in the difficulties with which you are necessarily coenfronted, nor
4"-' R A p

1 sould not desire, were it in eur pover, te fecilitate their aclution.

It has, hovever, seemed to me, and toc my associates as #ell, that such
se thut indieated in your letter can mot be diescciated from the whole
iubjeot of reparations, the adjustment of which appeare to us at this distance
4

be, at the present time, a subject ¢f izportance to the whole world. Yo lay

ilphllil upen the point that this small credit of $10millions cen hardly be ex-
Y

%octod to bring about any stability in the exchanges, the effect wculd be

1

%anpornry, and the amcunt inadeguate to accomplish the object sought tc be attained,

} In an noudonlc senea s can hardly overleok the fact that the weakening
:

emvﬁdmﬂiQéiibual as & bank of issue, on the one band, by continually enlarged
http://fraser.stlouisfed.org/
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&

2 Pebruary 21, 1922,

}?auoo of notes, and on the cther hand, by the diesipation or pledging of ite

14 reserve, musat in itself be an influence towarde unsettling the exchangee, and
t the subject requires a more thorough-going and fundemental treatment than

& to be poesible by the establishment of s eredit of thie charactor;

It is my earnest bope that you #ill understand the friendly spirit shich
papts ee io dictate a reply of coneiderable frankness to your courtesus letter
Jsnuary 18.
fith sssursace of my esteem, I beg to remain,

Faithfully yeurs,

ph Bavenetein, Eeg.,
sident, The Raichebank,
riin, Cermany.

zed for FRASER 3 ~
ifraser.stlouisfed.org/




@ev ?Bmﬁﬁent

bes ' Berlin SW. 19, den 21 th of March 1922.
@mdjsﬁanﬁ -Dirvehtoriums. :

Ne. 5810,

APR 14 1

Private and confidential.

Dear Mr.Governor !

‘\

I have the honour to aoknoyledge \the receipt

.,"-’N 5

of vour kind letters of the 3 s and 218t of~¥ereoh and
have taken much interest in your deductions concerning
the system of the Federal Reserve Banke. You will
surely belleve, that I would be very glad to have a
conversation with you about the mat?ers interesting us
both,if I had a proper occasion for meeting You. I
assume from Vour kind letter, thal Your Bank out of
certain reasons for the beginning is not in the case
to pay attention to our suggestions of gold loans. But
nevertheless I would like te point out, that the Reichs-
bank teo, of course, does not expect "a stabilising of
the rates of exchange” by a temperary loan of a compa-—
ratively small amount of gold, but only thinks about

a facilitation for its own dispositions and together

with

Digitized for FRASER
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daily rates could somewhat be moderated.
The changement of the Bill of the

bank and the rules of the Reichsbank in the

¢f an autonomous position of the Reishsbank

the meantime considerably been furthered. I

the Reichstag.

with it hopes, that tée vivid oscillations of the

Reichs-
sense
has in

took

the opportunity, to write about it more amply to
¥r.Norman, and beg to join a copy of the points
relating to it in my letter for your information.

It can be expected that the bill in short wnill pags

Your kind suggestion as to a mutual

exchange of opinions I am only toohappy to aceept,

ond will not forget about it occasionally.

I remain most respectfully yours

ZLR

Digitized for FRASER
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Er. President:

"o

Your kind letter of Harch 21 reached the of

Bl Ak

ice during my absence in

ington, aad only to-day have I been able to read it carefully, as well as the
OBUres.

You have not, I ar sure, misunderstood our attitude in regsrd to the
osed advances upon gold. This letter you may consider as s confidential ex-
sion of my personal views, as I think you should know them in view of what I

already written you on the subject of our future relations.

It hae appeared to me that the formula applicable to the estabii

@

eparations schedules of payments must ultimately in some form provide that

r total shall be within the capacity of the German people to pay reparations.
Scheme not conforming to this formula must ultimately break down. OUn the

v hand, 1 cannot help but recognize, as I am surs that you do, that if is within
pover of the German Government to enlarge or impair ite capaciiy to make

ration payments, according as it may pursue a sownd or umsound pelicy im finance
monetary mstters. I am frank to say to you, quite privately and personally,

.y in general, my own viev has also been that the earlisr echedules were excessive,
pessibly because they were excessive, or due to some other cause, reform in

nce in Germany has not progressed to the point shere it might bave progressod

o

the schedulses been mors moderate. Thie, of course, is a rather broad statement

jazard, and I shall not undertake to cite any supporting data, or make any %

ment in detail. . |
These comments are called forth, however, in response to your own moet 4

onting »cworandun respecting tho efficecy of a more vomplelemwtonomy. ia Lhe
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#2 Rudolph Havenstein, Eeq. April 14, 1922.

agement of the Reichsbank resulting in snything in the nature of control of

Oiuions of currency. b

As I took the liberty of writi:,g toc Governor Norman some months ago, the
’mpoaal for more autonomous managemer«t ©f tiq Reichebank would seem to put you

: -proonully in pauition to exert an influence upon your Govomont'e financisl and

hf
loneto.ry polloiol, but deyond that, if the bndggt caanct in fact be brought inte SR

I‘v,'

(3
f" f meo, or reasonably into balance, there is simply the choice between further
; Muionn of bank notes, issues of some other currency directly by the Government,

ﬁf’"w suspension of paymente.
EN

; / 4 e hope you will not mind my asking you rather framkly a personal
Qiu.tion which i8 puzzling me very much. It bears directly upon the subject of

mapcrutionl, and upon the ability of your Government tc cover even & reasonable

L hedule of paymente within a reasonable pericd of time. I e
VL -?
=3

R #e read many commente in the press upon the rather panicky scramble of 3

German people to buy property and by those of large incomes to comvert their 5

shnnk bchnoo- and currency into physical properties. This it is reported has o

;' nded to those of very large means who eseem to be @oquiring very large imdustrial

Ll s A

v other interests to such extent in fact that there seems te be a concentration

T
9t the instruments of production in Germany into a comparatively few hands. %
; #hat I would just now be interested in learning ie what type of finaneing

o .
i‘é
f

o

. they aoqniring theee properties by the iseue of stocks or other instruments, which i

i FYL he proprietore of these enterprises undertake in acquiring their properties.
'y

¢ they issuing obligations bearing fixed interest with fixed maturity? Or are ' b

ve no fixed maturity and upon which Lntoro-t payments depend upon earnings?
point ie, of course, that profits acquired under the existing conditione in
rnny, which are somewhat artificial because they represent enhancements in value

ng-dut of depreciated currencies, must nevertheless be taxed, and very heavily

'f FR&gEgu conetsnt eurroaoy depreciaticn and consequent enhencements in property
Q OI'




#bile it goee without saying that even eour ewn muvernmsnt has suffe

some inconvenience in balancing its own budget, due to the appreciation in th

velue of the curremey and the corresponding decline in commodl
being reflected in its income, I can well apprehend the serig
shich the German Government will be confronted if its eystem 
provide means for enlarged revenuss, which wmculd compensate for the decll
value. of the mark.

Those of ue sho are earnestly considering what meane may be adopted
ilitating world recovery are here, in the case of the German position, con

gonted with & type of criticism which it ie very difficult to answer,snd it

1d indeed be illuminating to me were you sble to eend me some diecussicn o

TR
Bl s feature of your Government's progrem of taxation.

You will, I am very sure, Mr. President, understand that I

‘;frankly in 2 most friendly epirit, but guite confidentially, in &8

i

Emy personal vievs, in the hope that you will reciprocate in quié
hion, and with equal freedom. ¥bat you wsrite me will, of cours@

information.

Again thanking you for your courteey in eending me the i

s n,

Benj. Strong,
Governor.

iﬁﬂilph Havenstein, Esq.,
Preésident, The Reichsbank,




r

" ‘ !

des

o o
Reidisbanki-Bivehtoriums,

fr. 7 gen.

. Der ‘i%v‘dﬁﬁmt

Berlin SW. 19, den 315 of May 1922.

ACKNOW! EDOED

(

To the Governor

[ Private and confidential. "U! ©

Dear Mr. Governor!

I have the pleasure of expressing ygg}my sincere
thanks for your kind letter from April the 143t q.c.,
which I received on the 28th of april. Especially I am
grateful to you for writing to me personally and con-
fidentially and quite openly, and I for my part will
also openly and freely answer the questions you pe}ﬁ@g.

I am much pleased to understand from your werds,
that you personallyﬁ?zygé,the amount of the deliveries
charged upon the German Nation in accordance to the
schedules of payments made up Ritherto to beuxégfﬁéﬁ?;;-
rated. According to a most careful examination and a
thorough knowledge of Germany's conditions I must abso-
lutely testify this your opinion as a true one. The
amount, Germany has to pay in cash and in comnodities,
asa fact far §;5é§§%;§ her financial and economic capa-
city of payment.

This capacity of payment chiefly depends upon
the situation of Germany's-;;E;nce of payment. AS you

probably will know the Vice-President of the Reichsbank,
Dr.

of the Federal Reserve Bank of New York,

Mr. Benjamin S trong,
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New York.
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Dr.v.Glasenapp, in the first Reconstructionnumber of the
Manchester Guardian Commercial of the 20th of april has
discussed the question of the German balance of payment ,
which in its details and results perfectly agrees with my
views and convictions. Therefore I would like to recur
Annez A. upon this article, which I here beg to join in a photo-
/”/////// graphtcgi/gopy. The figures concerning the German (visiblg
b ce of trade shoun in this article finish with the end
of the past year, because, while writing the article,more

Logse in r11e
- recent figures were not yet available. In the meantime

¢ the figures for the first 4 months of 1922 have been

éfhﬁ statistically fixed; they amount to (in million goldmarks)

f%g Jor January February March April

\g inports 282, 4 245, 9 338, 4 407,6

§ exports 321,6 296,7 323,4 330,8
o] exports op: T8 T R et S ipored o " nports s
;{ The first two months showing an active balance of trade,
™ this is to be explained by the decrease of imports,
g especially by the fact, that the import of necessary food-

stuffs having already at the end qf the past year much de-

creased had still more to be pushed back in the two first
months of 1922. But.then in March and April imports show

a considerable increase, because we could no longer re-
nounce sufficient imports of foodstujjsitf we would pre-
vent a dangerous reduction of the standard of life and the
productive power of the German people. The consequence was
a passive balance of trade for these momths, which proves
the opinion expressed in the article, that it can not be
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hoped for Zn%zzzﬁ:k?trade balance as a total for the cur-
rent year. So-called invisible exports, which might wipe
out the.paSSEﬁQE;ZQEEEhe trade balance, are not at the
disposal of Germany to a large amount, and as far as they
exist - purchase of German property, enterprises, stocks
by foreigners - they reduce the substance of Germany’s

national property and increase the German foreign debt;
only the travelling of foreigners in Germany gives a mode-
rate asset, to be estimated to a few hundred millions
goldmarks at the highest. On the contrary, as the article
describes more detalled, for paying interests and amorti-
sation of credits taken up abroad Germany has to pay about
750 millions goldmarks a year and large amounts for fo-
reign shipfreights, as she has lost nearly her whole mer-
- chant navy, to this must be added the enormous payments
according to the peace treaty, the cost for the occupation
army, payments for clearing purposes and above all the re-'
paration payments in cash and kind. For so-called internal

paynents (that is payable in papermarks) for occupation

purposes up to the end of March, 1922, about 14 000 mil-
lions hed to be paid. To whal amount the much higher ez-
ternal payments for occupation purposes (that is payable

in goldmarks) have to be summed, can not yet exactlygf%xed,
as a final account is missing. The German govermment has
estimated them about 5 500 millions goldmarks up to the
end of March, 1922. The reduction of the costs of occupa-
tion - resolved by the Allies according to newsSpaper re-
ports - to a total of 240 millions goldmarks yearly has
not yet been realised. For clearing purposes 468 millions

igtized for FRASER goldmarks
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goldmarks had to be paid until the end of 1921, at the end
of April 1922 the whole amount will have reached about
580 millions goldmarks.

dccording to the so-called London Ultimatum Germa-

ny 1s obliged to pay for reparations 2000 millions gold-

marks a year as a fized paynent and besides 26 % of the
whole German ezports asS a variable payment. The total ezx-
ports then being estimated to 5000 millions goldmarks, a
total annual payment of 2000 + 1300 = 3300 millions gold-
marks would hereqgfter be the result. Already in 1921 it
was proved impossible to bring up this total amount,and
at the same time it also was proved, that the only endea-
vour to bring it up had the most disastrous economic con-
sequences not only for Germany, but for the countries con-
nected with ++ by commercial interests. With regard to
this it was settled in Cannes to call in as the total
amount of payment until further notice 720 millions gold-
marks in cash and 1450 millions goldmarks in payments of
Eind.
In order to put the signification of these figures for
Germany’s capacity to pay into the right light, I would
lilike to show you two other Ji ures

Before the war the asscig of the whole of Germany’
balance of payment amounted to about 700 - 800 millions—
goldmarks. One ought not to forget that then Germany
owned the colonies furnishing %+ with raw materials, the
provinces of Posnania and West-Prussia providing %ifbith

Movgand
agrtcultural praducts, a large merchant navy, many m%%—

/ﬂélugaﬁ.‘d /w-we&oﬂ'\-o
ﬁ£&&pds.in gold in foreign securities, many m%4}%ard3fvﬁf)

German




German private property in the countries of her enemies,
the industrial enterprises and the rich ore- and coal-
deposits in Lorrain, in the Suar—dtstrict/and in Upper-
Silesia etc. and was unrestricted in her commerce. Today
all these values, with which she could have paid her fo-
reign debts, have been taken from her, the annual repa-
ration payments nevertheless required however amount to
the 5 = 3 fold of the said whole previous assets.
Further: Englond’s war-debt to the U.S. amounts
to about4500 millions §, that of France to about 3500 mil-
lions 8. The annual paynent of interest therefrom would
_be, reckoned with 4 32 %, about 800 and 640 millions in
gold, that is only a fraction (1/5 - 1/3) of the burden
exacted from Germany. Both of thé countiies have in the

pasz;d three years declared to be unable to bear this
burden, and france does so until today.

It 1s obvious, that the German national economy
hereafter is not nearly able to bring up these enormous
amounts of interests, of clearing payments, of paynents
Jor occupation and reparation purposes, which - according
to the moderated reparation figures settled in Cannes and
the above mentioned reduction of the costs of occupation,
probably intended but not yet realised - would amount to
3500 millions goldmarks every year. Such sum of indebted-
ness can after all definitively be brought up only by way
of excess of exports. This, in the discussions at the con-
Jerence of Gemaa, has generally been acknowledged. In the
unanimously accepted introduction of the Report made by

the comnission of financial experts of the Genoa conference
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it is said as follows:

"Foreign obligation by one country must be balane
by a capacity in other countries to absorb the surplus
production with which alone those obligations can be met.
I% the burden of any country’s external obligations is
beyond its capacity to pay, and it cannot be assisted by
Joreign loans, the effort to meet those obligations must

accordingly result on the one hand in dislocation of mar-

kets in other countries, and on the other hand in a con-
tinuous deprectation of the currency of the debtor country
which will entirely prevent it from making any start what-
ever in the direction of stabilisation.”
Judging after the §é§5§$§ trade balance and the
z smgiizgss of so-galled invisible egports Germany, as a

T —

matter of fact, only was able to pay the enormous amounts

abroad by taking up credits, by selling German Securities
or other parts of German national property or by selling
marks. It is clear, that, especially the continuous sellin
of the mark was apt to depreciate more and more the rate
of the mark exchange and it is evident, that this depre-
clation will in ever growing measure continue in future,
if the burden forced upon Germany will not be diminished
to a bearable degree. Finally the German mark would become
unsellable abroad, and by this fact a complete collapse
of Germany's national economy would be the consequence.'
This development can not be avoided by an ever

S0 skilful and sound financial and currency policy of the
German govermment. Because also by straining to the utmost

the tazations of the German people only amounts in paper-
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Annezx B.

Loose 1
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mark can be got in, whose change into foreign currencies
in order to execute payments abroad, only could be effected
by a continuously growing sale of papermarks. This con-
tinuous sale must, as it was already said, devaluate the
mark ever more and the necessary amount in papermarks must
increase on and on. Of course I am of your opinion, that
the German government is able to have an influence upon
the capacity for effecting -the reparation payments, accord-
ing as it may pursue a sound or unsound policy in finance
and monetary matters. But nevertheless it can not be
doubted, that in front of the reparation payments, which
equally overcharge the German balance of payment and the
budget of the Reich, even by the most suitable financial
measures, especially in taxation and currency questions,
the itmminent collapse can not be hindered.

Concerning the development of Germany's taxation-
sSystem and the reform of the finances of the Reich, I re-
cur to the statements given in the memorandum of the
Reichskanzler in date of January the 28%h a.c., which I
Join in a copy together with all its annexes; some Of the
Jigures gtven tn the annex II, having altered in the
meantime, I ordered to be corrected. The statements give
a conception of the extraordinary difficulties, with which
the changement of the whole tazation-system was connected,
in order to get an adequate income for rising such enormous
sums. The collection of taxes had, until the end of the
war, been ezxecuted by the "Bundesstaaten” of the Reich,
whose officials worked after quite different methods. In
Jront of the large debt service of the Reich the financial

reform
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reform in Germany had to begin with unifying the finan-

cial administration and taking it over to the Reich in
order to egually distribute tazation. One was conscious
about 1t, that the speed of getting in the wanted taxes
would suffer temporarily under these changements and de-
velopments of the administration. But these difficulties
had to be taken into account 1f a waj§3§)thts Sfinancial
disorder should be found. Besides I would like to point
out, that the finances of the Reich were for a long time
charged with great amounts of unproductive expenses - help
Jor unemployed, allowances for foodstuffs etc. - which 1
were necessary to avoid a deviation of the broad masses |
of the population, after the military collapse of the ‘
Reich, into the most radical politicael directions and a J
social dissolution of Germany. P
The financial reform began with a Strong grip on |
the fortunes grown or originated during the war by ez- 1
traordinary wartazes from the property and with a large |
offer, taken only once, from the property, the so-called
*Reichsnotopfer* (emergency taz). Besides a general,
partly very severe increase of current taxes took place
and a large number of new tazxes were introduced. The annex
I of the here joined memorandum of the Reichskanzler from
January the 28%% a.c. offers more details for the deve= |
lopment of the tazationeystem. On the results, which these
taxes have already brought in and on the jfurther develop-

ment in the last months, I would like to estract Some no-

tices out of an article of the secretary of state Dr.

Schroder, going soon to be published in one of the Recon-
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struction-numbers of the "Manchester Guardian”.
"The effects of the financial reform are clearly shown by the

effective receipts of the Reich since 1919. They were
in 1919 10.543 millions marks
v 1920 50.801 . "
» 1821 87.374 . ..

(The receipts during the fixel year 1921 are specified in the

Annez C.

added survey of the financial board of the Reich.)

o in file The increase$ of the German tazation-burden is evident
hereafter. It is to be owed to the collective effect of direct
oend indirect tarxes, which only as a whole are to be considered

oo

as the burden of a people. They would have wholly sufficed to
cover the states needs, if the constant fall of the German ex-
change had not increased the expenses of the Reich all along.
The ezperts of the Allies on the Conference at Bruzelles in 1920
have expressed, that Germany's "actual tariffs for the direct
taxes seemed to have been driven to the utmost, and that, if

the assessment was brought in order again and the tares yielded
the full return, one perhaps even would come to the conclusion,
that concerning the fiscal results, being so nearly connected
with Germany's economical wealth, a reduction of certain direct
taxes had to be taken into consideration, espectally of those
laying heavily on trade and industry. Nevertheless Germany re-
solved already in 1921 a further sirain of tazxes. The tazations-
bills having passed the Reichstag in the third reading at the
end of March till the beginning of April 1922 increase the rates
of taxes for corporations to about 35 % for industrial companies.
They introduce a continuous property-taz, rising up to 1 % a
year and of which for the time of 15 years additions up to 200 %
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are raised, taking the place of a part of the "Reichsnotopfer"”
not yet raised. The old property-tax is replaced by an increased
taz for additional property with rates up to 10%. The property
is further more charged by a number of stampduties (for esta-
blishment of companies, for turnover of stock exchange, for the
issue of securities) being achieved in a "Kapitalverkehrssteuer-
gesetz* by independent tazes with higher rates. Also the taxes
for automobiles, for insurance and totalisator have been in-
creased. But above all the rate of the general duty on mercan-
tile transactions has been raised up to 2 %. The coal-taxr having
increased from 20 % to 40 % of the coalprice the burden for the
whole production and consumption has become heavier. 4lsSo the
customduties fixed on the goldrate have been considerably |
enhanced, among them especially the taxes for objects of luzury.
What signification for the economy the increase of customs ne-
cessarily has, is understood by the statement, that by paying

in paper money the actual rate is 5900 % to be added to the
custom-rate. The rates of the most of the internal consumptiion
duties have portly been recently increased to a manifold of the
previous rates. Also the receipts from hectolitres of the mono-
poly of spirits has been raised to a menifold amount.”

Of course théhaé+c# increase of the receipts of
the Reich since 1919 must partly be explained by the pro-
gressive devaluation of the papermark. For ihe rest it
must be taken into consideration, that it takes some time
- the Belgian Minister Theunis reckons 2 to 3 years for
it - until the assessment and the collection a new tazx
smoothly act. At any rate the reproach made occasionally
to Germany, that she does not really carry through her

bills

Federal Reserve Bank of St. Louis



bills of taxation, is not justified, as I surely can af-
Jirm, knowing the situation. The assertion that the charge
of tazation in Germany is less high, than in the victo-
rious countries is refuted in the subannex 2 of the
Reichskanzler-Memorandum. Recent investigations made by
Englishmen came to the conclusion, that as well the in-
direct, as the direct tazxes in Germany were much harder
to bear, than in France and England. The "Dailly News® of
March 2% a.c. state about the two largest indirect tazes
of Germany, viz. the taxes for turnover and coal, that
the tax for turnover in the amount of 2 % charges every
exchange of goods with 8 %, if the commodities from raw
material to manufactured goods only pasSs as an average
through 4 hands (the consumption of luzurygoods i1s charged:
with even higher amounts), and that the coal-taz of 40 %
must naturally be added to the price of manufactures pro-
ceeding out of every industrial process of manufacturing.
After the same English source from the revenue has to be
paild by:

in Germany France England

a bachelor with a labourincome
of 20 000 i (= 4000 Fr. = 90 &) 8,8 % 3,25 % 0

man and wife with 2 children and
with a labourincome of 250 000 marks

(= 50 000 Fr. = 1125 &) 25,2 % 7,8 % 16,3 %
o a bachelor with a rent of 250 000
marks (= 50 000 Fr. = 1125 &) 31,7 % 14,2 % 23,4 %

the same with a rent of
10 000 000 marks
( =2 000 000 Fr. = 45 000 &) 61,1 % 59,7 % 54,7 %.

These calculations are based upon a rate of 1 Fr. = § M,
1 & = 220 M, meanwhile the purchasing power has fallen
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again to 1 Fr. = 25 M, 1 £ = 1200 M, and consequently the
per-cent charge of taxes of German revenues hags become
essentially heavier. It need not be mentioned, that all
such parallels between direct and indirect impositions
of taxes in different countries relating to the average
incomes of people liable to pay taxes of course can not
claim to be scientifically blameless, essentially for the
reason, that the average-income can not be ascertained
with absolute trustworthiness. It may also be admitted,
that some indirect tazes and customs in Germany have Still
lower rates than in other countries - so e.g. Spirits and
sugar are heavier charged in England and France, than in
Germany. But one will always be lead wrong, to compare
the charge with consumption-tazes for themselves, if you
at the same time do not consider, that the revenue also 1
of the lowest classes in Germany iS charged heavily with ‘
direct tazes, while that is not the case with the broad
masses in France and England, and that besides the con-
sumption power of the German population has considerably
diminished, a low revenue out of consumption-tazes per
head does not prove a lower charge of taxes in an im-
poverished country like Germany, but even more a slackened
consumption power. It has however nowhere been considered,
what means a disestrous indirect taz like the coniinuous- _
ly growing inflation of papermoney.

{ The statement of a fized budget for the Reich
naturally, for a longer period to come, 1S made perfectly

impossible by the fluctuations of the exchanges, which
could not be restrained, and the devaluation of the Mark.
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For it is technically impracticable, to increase the re-
ceipts in all items of the budget at the same Speed, as
the expenditure increase, because, as already mentioned
above, the growing erhancement of prices, a conseguence
of the continually decreasing purchasing power of the
mark, continually moves the total base of Germany's natio-
nal economy. Duties on mercantile transactions and traf-
fic tazes, customs and consumption-duties are more movable
and partly automatically get hold of the inflation of the
amounts of mark, liable to paying the tazes; also the in-
stitutions of the Reich, especially Post and Railways,
allow a more Shifting tariff-policy. It must however be
considered, that a mechanical rise of tariff-rates, cu-
stoms etc. mathematically corresponding the devaluation
of the papermark at home or abroad, not sufficiently re-
garding the special condition of the object for the as-
sessment, does in no means warrant equal cmounts of gold
for the receiptsof the Reich; so for instance the large
. rise of tariffs with the post and railways has had as a
consequence a considerable reduction of traffic. The tazes
on property which are a chief source of revenue for the
Reich, can practically not be adapted so quickly to the
devaluation of the money, because the dislocations con-
nected with the devaluation of money in the state of in-
come and property of the different classes of population
take place in way wholly different from one another.There-
Jore a change in the amount of property taxes fized for
the mass of liable taxz-payers must every time be preceded
by a new assessment for tazation, what merely on the tech-
nical



o

nical side would meet the greatest difficulties regarding
the necessary expenses for the new officials, if this
would be repeated at short intervals.

The budget for the running financial year pro-
posed to the Reichstag inr April a.c. in a revised form
is shown by figures in Annex II. The budgetitems, as I
subsequently may adduce from the mentioned article of the

Dr.Schrdder, show the following for judging the financial

condition of the Reich:

*The administrations for traffic (i.e.Post, Railways etc.)
cover thelr running expenses out of own revenues; but for re-
novation and suppletion of constructions they need an amount of
loan of 19 442 millions mark. The amount at first may seem high.
But, taking the devaluation of money aend the rise of all prices
into consideration, it is lower, than the normael needs for ma-

. nagement befor the war (17,7 % of total expenses against 31,1 %
in 1913). The amount appears even smaller, considering the great
deterioration of the constructions by the war. It has been given
up as a principle to build new railway lines. It is really to
be doubted, if it is possible to get 19 442 millions by way of
a lomgtermed loan already in 1922.

The receipts of the general aedministration of the Reich
in the ordinary budget exceed the expenses with 16 500 millions
marks. The expenses of 90 000 millions
‘contain 29 000 millions marks for the debt service and 22 000
millions murks for transfers to the countries and communes. Td 3
the countries portions of the new Reichs-taxes are assigned,

, belonging to them as a compensation for the great taxes taken
away from them and which they need for payment of the most ur-

gent exzpenses. For pensions and maintenance of relicts of sol-
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diers further 10 800 millions marks have to be spent. The
resting amount of about 28 0C0 millions marks serves as a pay=-
ment for the running expenses for all the branches of admi-
nistration of the Reich. In 1913 2 100 millions mqrks were
payed for these purposes. If you take into consideration, that
the general dearth, the rising of the prices of all materials
and the cost for the standard of life for the functionaries as
an average has arrived to the 25 fold at least, the calculation
of 28 000 millions marks, equalling to an expense of 1100 mil-
lions galdmarks, proves an economical management.

The needs for.loans for the eztraordinary budget of the
general administration amounts to 3110 millions marks. They
have essentially been provoked by the consequences of the war
and must in the following years disappear or be reduced to a
low sum.

The excess of the ordinary budget of the general admini-
stration amounting to 16 500 millions marksS shall be used for
carrying out the peacetreaty. But only to a small degree it can
cover the necessary expenses for the same. And here we come to
the source of the whole misery of the German finances. The ex-
penses for the peacetreaty have to a considerable part to be
patd in foreign values. They are therefore immediately depen-
dent on the rate of the mark. The 720 millions goldmarks fized
at Cannes for 1922 require 34 400 millions papermarks, the dol-
larf rate being 200 marks, 51 400 millions papermarks, the rate
of the dollar being 300 marks. For the payment of this burden
the measures of tazation do not suffice. Even if it was possible
to rise the proceeds from taxes so that the amount wanted for
the moment could be covered wholly that would not mean a real

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




Digitized for FRASER
http://fraser.stlouisfed.org/

covering, as long as the balance of payment of Germany's natio-
nal economy is not compensated. Because by tazes we only get
papermarks, for the payments however foreign currencies must -
be procured. If the excess of export of the German economy 1s
not large enough, to put the foreign currencies at the disposal
of the Reich against papermarks, the Reich can only buy foreign
currencies abroad. The means of payment of the Reich are again
the papermarks. According to the principle of supply and demand
this obligation to throw papermarks on the market in order to
change them for foreign bills must continually act as a further
pression on the mark exchange."

The constantly thcreasing amounts of papermarks
generally deceive people, that notwithstanding an appa-
rent abundance of money and.an aepparent wealthiness, an
impoverishment on the gfeatest scale has taken place in
Germany. Exzperts have calculated, that the German national
property as a whole, before the war amounting to more
than 300 m%%%%e#de goldmarks, has since undergone a re-
duction to less than the half of the previous amount. In
lieu of the deposits amounting to 30 -~ 35 milliards
(30 000 - 35 000 millions) goldmarks before the war with
the Germen banking institutions, actually there is to be
Jound an amount of something like 200 milliards papermarks,
representing a value in goldmark of about 3 milliards

narks. This fargoing impoverishment of Germany, showmr on
the hand of such items, must be kept in mind when judging
the taxzes payed hitherto and the reparation payments
wrought from Germany, in order to understand the tremen-
dous efforts, having really been made up to now on the

part
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part of Germany in order to fulfill the assumed liabili-
ties; occasional mistakes in the financial measures are,
of course, admitted.
1 Special difficulties have arisen for the finan-
cial department by the flight of German capital from
tazation also mentioned in your letter. ALl possible

measures have been undertaken by the German Government

to counteract it. Notwithstanding Serious doubis Germany
has suspended the banksecrecy and has introduced the obli-
gation for depositing securities with banks; further the

transfer of balances, means of payment and securities
abroad has to be announced to the financial aeuthorities,
that is, the board of assessment has a control over the
moving capital and its transactions with foreign coun-
tries, as far as measures from the German side are effi-
cacious enough; the sub-annex IV of the joined memorandum
of the Reichskanzler gives special exzplanations about it.

Besides there has been concluded an agreement with

Tshechoslovakia about reciprocal legal protection and
redress concerning tazation affaires. It was Germany's
endeavour during the Genoa conference to give the legal
protection an international character, the proposition
has by the financial commission in Genoa been passed to
the league of nations, while the commission itself stood
on the standpoint, that the liberty of the exchange-market
and the bank-secrecy ought not to be injured. The mention-
- ed measures of the government have, adapted to Germany,
naturally only limited effects and can, if not supported
by the neighbouring countries, only be insufficient.liore-
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over the flight abroad of capital liable to tazes is com-

mon to all countries charged with impaired currency and

high tazes. It also seems to me, that the flight of capi-

tal from Germany aebroad is exceedingly overtazed. As far

as the flight of capital takes the form of proceeds of ex-
. ports left abroad and not put at the dispesal of Germany’s
national économy, it is confined to very narrow ltmztég '
because the control of exports and the duty of deltbering |
Joreign bills on a large scale get hold of the accumulat-
ing proceeds of exports.

The flight of German capital abroad essentially

is but one side of the fact called the *Flucht aus der
lork® (flight from the mark), stimulated with every new
Jall of the mark exchange, the other more important Side,
remarked by you, is the panic purchasing of goods of every
kind and also the hoarding of foreign currencies. Both

Jacts are resulting from the inconsistency of the value

of the papermark and the Shifting changes between the pur-

chasing power of the mark abroad and at home. The Shift-
ing changes according to the extent of the fluctuations
keep the German economic life under a feverish up and
down of quickly changing conjunctures and are the reason
of temporarily to be observed excesses of Selling out. At
the same time by means of the fluctuations of the foreign-
and inland-value of the mark we see the deplorable procéééq
of Germany'’s empoverishment going on.

Hith the false splendour from .the inflation with
its increasing numbers of nominal value this process

threatens also the German_ productive capital. In many cases
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enterprises show fictitiows profits, because incomes from
deliveries of kind in papermarks are booked as profits,
though they do not cover the corresponding sale of kind
according to its gold-vaelue, so that by and by the pro-
ceeds do not any longer suffice to ascertain the original
supply of capital for business purposes. To a greater ex-
tent the considerably enhanced providing of capital for
the industrial and commercial enterprises 1S to be taken
as an absolutly necessary filling up of the original bu-
siness property, the joint stock companies, and the other
conpanies of shareholders with limited liability (Aktien-
gesellschaften , Kommanditgesellschaften auf Aktien und
Gesellschaften mit beschridnkter Haftung) in Germany
claimed in 1921 for fresh establishments 5 947 millions
papermarks, while for the increase of capital were claim-
ed 22 772 millions papermarks (in 1920 the figures were
1808 millions and 8947 millions).

The need of capital for enterprises is partly
covered by shorttermed bankcredits, partly by participat-
ing outsiders, also foreigners, but especially by issuing
stock and bonds, or both combined, will say, preferred
shares bearing fized interest.

It is obvious, that during a period of desultory
money devaluation the juridical form of the Jjoint stock

company 1S preferred because of its greater movableness

on the money-parket. The admissibility of the money- and

capital-market of course was especially large for stocks

not only as a consequence of the lasting abundance of

money, but also in connection with the mentioned efforts
to



to purchase physical property or shares of Such. Conse-
quently the getting of capital in commerce and industry
-by means of stocks is predominant; and in 1921 the issue
of dividend values amounted to 21 712 millions paper-
marks, the issue of bonds bearing fized interest to

5 415 millions papermarks. In such times, when the banks
must be very cauttous with granting longtermed credits,
smaller firme being more or less dependent upbn bank
credit, often are pushed aside by the large enterprises,
having tmmediate connection with the capitalmarket by
means of issuing stocks and bonds. Such a develepment
necessarily leads to a changement of private firms to
Jjoint stock companies, to fusions of undertakings and to
joining with rich enterprises of the same or a related
branch of business. The continuing changements of German
private enterprises into joint stock companies and the
Jusions of enterprises thus are a natural consequence

of the changed economic conditions. Besides it must be
constidered, that Germany has lost very valuable districts
of economic excess, which also was the reason for a
Jargoing reversing of some industries (only in the West
there were lost 75 % of the output of ironore, 9 % of
the output of coal, 23 % of the German flattening-mills,
31 % of the blastfurnaces, 20 % of the textile industry;
in Upper-%fa among others had to be abandoned 77,5 %
of the whote output of céals, all the ironore mines with
an output of 61 000 tons a year, <2 blastfurnaces out of
37 in all; further 77 % of the output of lead-ore and

86 % of the output of zinc-ore, that will say 75 % of
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the whole German output of zinc-ore). Similar reversings
were necessary with numerous enterprises by the liguida-
tion of establishments, participations and rights abroad.
It is in the following forms, that industirial
fusions chiefly take place: companies, connected with one
another on the base of interests, increase their capital
and exchange the new amounts of stocks reeiprocally. With
the absorption of joint stock companies the same measure
of increasing the capital is mostly adapted, in order to
satisfy the shareholders of the absorbed company by fresh

issued stocks. In Germany rarely one chooses to get hold
of an enterprise by means of purchasing the majority of
stocks at the stock exchange, while the entering of
Joreign capital into the economy of Germany more often
goes this way. But elso without such financial transac-
tions relations between compaonies are instelled by placing
representatives of one firm in the board of directors or
the administration of the other.

As for the large capitalistis whose financing

methods you wanted to be informed about, the development
is in some regards different. They themselves issue neither
stocks, nor bonds, but are used to take up a bank-credit
at first, if their current means do not suffice for pur-
chasing a business or for participating in a Such, a credt}
which as a rule, judging their special trustworihiness, ,
is without any difficulty to be got and which they in a
normal way will repay out of profits or with the liguida-

tion of former investments. If they have a deciding.in-
Jluence in an enterprise they have the possibility to

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



make the #nterprise to claim to the money market directly

by issue of shares or bonds or by performing other trans-

actions as above mentioned, in order to procure new means.
| 0ccastonally the financing operation is performed in the
' way, that a chief shareholder induces the company in-
Jluenced by him to.rise the capital by issuing stocks,
gtoing him a profit by his purchasing the new shares at a
very low rate. The chief shareholder then, as far as it
does not interfere with his influence in the enterprise,
can partly realise the profit he has received by the cheap
purchase by selling the new stocks at the stock exchange

‘ in order to invest the profit in new enterprises. Natu-
rally such profits are due to tazation, though the real
value of the invested capital as a rule has not essen-
tially changed by Such .transactions,; because if, for in-
stance, an enterprise representing a gold value, weakens
i1ts capital by issuing new stocks too cheaply, not pro-
viding 1t with corresponding fresh means of prodyctton,
the shares of this enterprise left in the hand of the ca-
pitalist loose in value, and 1f also the shareholder uses
the realised profit for purchasing other gold-values, he
mostly by such operations only fills up his property in
gold-values to the original amount. If a large capitalist
Joins all shares of an enterprise in his hand (e.g. the
stocks of the Friedrich Krupp joint stock company are held
by Mrs.Krupp v. Bohlen und Halbuch and the shares of the
mining-company of the Thyssen-concern are in the posses-
sion of the mining-industrial August Thyssen) he will not

procure new means by issuing shares, being herewith oblig-
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ed to accept other shareholders into his business, but

he will issue bonds.

The energles in the economic life of Germany
inducing to penfo;gg?gstons essentially result out of the
obligation to keep the productive appdratus in a possible
good state of health just as in such a period of fluctuat
ing crises in business and money affairs, during which
.all affairs relating to valuation and production have
turned topsy-turvey. But the partly accumulated capiltal
employed in business, however high the amount may be in
papermarks, must be reduced to thelr gold-value i1f one
desires to estimate their real signification; because
the German base of production has, as already mentioned,
undergone a severe restriction. It is natural, that the
wealthiest enterprises hereby have got ahead of the
weaker ones, partly this natural prepongerance of the
leading enterprises results from the fact of their pos-
sessing coal, around whichcindusiries of semimanufactured
and manufactured goods widely are sSpread. Nevertheless
the tendency of the German people do not as a general
rugng%g ggngﬁgﬁgfngufﬁg?r bank-balances and their cash
into goods, though it temporarily was the case in a panic
sort of way, and especially as for the large capitalist
it remains in certain limits. The balances with the banks
and saving-banks are growing continually, and the increas-
ed rates of sShares - the increasing of the guotations had
been caused not only by the devaluation of money and the
purchases by foreigners, but temporarily also by that
above mentioned tendency of getting hold of physical pro-

perty -
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perty - have in the meantime considerably been reduced
and every Slight improvement of the mark lowers the
quotations. So it is evident, that the market is not
lacking for securities. The reports you have recetved,
sSaying that those of very large means are acquiring in-
dustrial and similar shares to such extent, that the
whole production in Germany seems to be concentirated into
.comparativly few hands, show a perfect lack of practical
knowledge ozrthe subject. It can not be spoken of such a
dimension qf;%a?bhases of physical property, and the
danger of such a concentration is not nearly existing.oOn
the contrary as a consequence of the devaluation of the
mark in recent times many a large industrial enterprise
and concern feels so much the lack of capital, that they
are forced partly to sell the shares of other enterprises
. being in thelr hands.

I already mentioned above, that the capacity for
paying tazes of the commercial and indusirial enterprises
in Germany is very highly strained. And I fear, that the
direct tazes are overstrained already, as the German eco-
nomy as a whole continually consumes the substance of its
productive power; unfortunately the profits in papermarks

resulting from the devaluation are apt to veil these real

losses to a superficial critic. The more the nation is in
danger to succumb under the ezceeding burden, the more

its view is troubled about the limits really existing in
the working-energy of Germany’s national economy. The col-
lecting of the heavy tazxes prescribed by the German taza-
tion system, and the compulsory loan (Zwangsanletihe) de-
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cided upon will lead to a want of capital very soon to be
perceilved, followed immediately by a going down of the
actually existing activity in business, in case another
fall of the mark with its false profits does not give a
new turn to the market.

I want to sum up my opinion in the fact, that re-
ducing the tremendous economic and financial burden of the
peacetreaty to a bearable measure is the indispensable
condition to consolidate Germany’s economy, that is to
say, a measure, that can be afforded by Germany without
continually destroying her economic capacity (because
actually is existing a real insolvency of Germany as a
consequence of the reparation liabilities). This condi-
tion alone would make it possible for Germany to take up
sufficient credits abroad in order to get raw materials,
which the industry needs for the extension of 1is pro-
duction in order to compensate the passivity of the Ger-
man balance of payment by increased production and expand-
ed export, by restratning at the same time the import to
the utmost and in order to balance the expenditure of the
Reich with regular receipts, and hereby to prevent an in-
crease of the floating debt, which could be funded success-
Jully by sufficient internal loans. The German exchange
then automatically would be brought to a level correspond-
ing to the weakened position of Germany’s national economy

compared with that before the war. Haoing arrived to such

an inpariable level 1t could be legalized by a devalﬂbiion
and the German currency again could be brought on a metal-
lic base, which can, of course, only be that of gold.
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According to Germany’s situation the Reichsbank-
Direktorium did not feel able to refuse the discounting
of the treasury certificates offered by the Reich -

however sharply it may condemn the increase of the float-
ing debt in its effects to an increase of the circulation

of bank-notes. It had to act in this way understanding,
that the Reich until now had no other way open, than by
taking upfloating debts, in order to cover the expenses
not to be covered by ordinary receipts, and to a great
part connected with the peacetreaty. A suspension of pay-
ment would paralyse the whole administration of the Reich
and would lead to an anarchic state of things, which would
have as a consequence the ruin of the German national
economy and the perfect devaluation of the mark, with all
the consequences also for the international trade. In
Jact, as you yowrself express, if the German budget can-
not be brought into balance, there is Simply the choice
between further emissions of bank-notes, issues of paper-
money directly by the Reich, or suspension of payments.

I hope to have answered the gquestions put by you
and to have illustrated the problems mentioned in your
letter, but I still add to your further information about

\ our money and exchange Situation three memorandums, com=-|
) .

{
posed in the Reichsbank on 'Thé\@EFﬁEﬁggzﬁéﬁzey', "CentrLl-

Annez D \and%&gkatng-banks" and "Ezchange-Questions”. 'K“
4s I am not sure, that the English translation
of my letter exactly meets the meaning of the German text,
I also join 1t.
I should be very much pleased to meet you soon
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at the conference for Central Banks in London, it being
then possible for me to give you further information by
talking i1t over with you.

With the qssurance of my esteem I beg to remain

Yours gyncerely

i,
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Der Prifident

Bevlin SW. 19, den 31. Hai 1922.

des
Reidisbank-Divehtoriums,
Ne. 7 geh.

}:4«

an

ir. Benjamin
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Jn der AUntwort ift die AUngabe
vorjtehender Lummer ermiinfdt.

Privat und vertraulich.

Sehr geehrter Herr Gouverneur!

Fir Ihr freundliches Schreiben vom 14,
April d.Js., das ich am 28. April erhielt, Dbeehre
ich mich, Ihnen meinen aufrichtigen Dank auszu-
sprechen. Ich bin Ihnen besonders dankbar dafur,
daB Sie mir mit voller Offenheit persdnlich und
vertraulich geschrieben haben, und ich werde Ih-
nen egénso offen und freimiitig auf die von Ihnen
gestellten Fragen antworten.

Zu meiner groBen Freude entnehme ich aus

Ihren Ausfihrungen, daB Sle persdnlich die in Ge-
g

" miBheit der bisherigen Zahlungspldne dem deutschen

Volke auferlegten Leistungen fir zu weitgehend er-
achten. Auf Grund sorgfdltigster Prifung und genau-
ester Kenntnis der deutschen Verhdltnisse kann ich
die Richtigkeit dieser Auffassung unbedingt be-
stdtigen. Das, was Deutschland an Barzahlungen
und an Sachleistungen aufbringen soll, geht in der
Tat Uber seine finanzielle und wirtschaftliche
Leistungsfdhigkeit hinaus.

Diese Letstungsfihigkeit hdngt in der

Hauptsache

den Gouverneur der Federal
Reserve Bank of New York

Strong

in
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Hauptsache von dem Stande der deutschen Zahlungsbilanz
ab, Wie Ihnen vilelleicht bekannt geworden ist, hat der

Vizeprdisident der Reichsbank, Herr Dr. v. Glasenapp,
in der ersten Wiederaufbaunummer des lMlanchester
Guardiagn Commercial vom £0.v.lts, die deutsche Zahlungs
bilanz einer Erdrterung unterzogen, deren Ausjuhrungen
und Ergebnisse sich mit meinen Anschauungen und Uber-
Zeugungen vollkommen decken., Ich mOchte daher auf den
Artikel Bezug nehmen, den ich in photographischer Nach-
A bildung beizulegen mir erlaube., Die in dem Artikel ge-
’Aﬂlggg”” gebenen Ziffern tiber die deutsche (sichtbare) Handels-
bilanz enden mit AbschluB des abgelaujfenen Jahres, wetl
zur Zeit der Abfassung des Artikels neuere Angaben noch
nicht zur Verflgung standen. Inzwischen sind die Zifferi
Jur das erste Tertial des Jahres 1922 statistisch fest-

gestelltl; sie ergeben in Killionen Goldmark fir den

Januar Februar larz dpril

einen Import von 282,4 245, 9 338,4 407,6

» Bxport " 321, 6 296, 7 323,4 330,8
mithin einen Ex- Ezxzport- Import-

portuberschuB von 39,2 UlberschuB 40,8 Uberschus 15,0 76, 8

Wenn die ersten Deiden ilonate cine Aktivitdt der Waren-
bilanz nachweisen, SO ist dies aquf die Abnahme des Im-
ports, insbesondere darauf zurickzufihren, daB die
schon zu Ende des Vorjahres stark rickgingige Einfuhr
notwendiger Lebensmitiel in den ersten beiden Monaten

~ des Jahres 1922 noch weiter zurtickgedrdngt werden muBte.
Die lionate ltrz und April zeigen dann aber ein erheb-
liches Anschwellen des Importé, da ohne starke Beein-
trdchtigung der Lebenshaltung und damit der Produktivi-
tdt der deutschen BevOlkerung auf eine ausreichende Le-
bensmitteleinjfuhr nicht ldnger verzichtet werden konn-

te.
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Die Folge war eine passive Warenbilanz fur diese liona-
te, welche die in dem Artikel zum Ausdruck gebrachte
Auffassung bestdtigt, daB eine Aktivitdt der Warenbilanz
Jur den Jahresdurchschnitt nicht 2u erhoffen steht. So-
genannte unsichtbare Ezporie, welche die Passivitdt der
Warenbilanz auszugleichen vermdchien, stehen Deutsch-
land in groBerem Umfange nicht zur Venfdgung,'und 80~.
weil sie vorhanden sind - Ankauf deutscher Grundstlcke,
Unternehmungen, Aktien durch das dusland - mindern sie
die Substanz des deutschen VolksvermOgens und vermehren
die deutsche Verschuldung an das Ausland; nur der Reise:
verkehr der Auslinder in Deutschland bringt einen mdBi-
gen Aktivposten, der aber im ginstigsten Fall nur auf
wenige hundert iillionen Goldmark veranschlagt werden
kann., Vielmehr hat Deulschland, wie der Artikel des
ngheren ausfuhrt, zwecks Verzinsung und Amortisation
der im Ausland aufgenommenen Kredite jdhrlich rund 750
Millionen Goldmark aufzubringen und infolge des Ver-
lustes fast der gesamten Handelsflotte sehr hohe Betrd-
ge flr ausldéndische Seefrachten zu zahlen; dazu treten
die gewaltigen Zahlungsverpflichtungen auf Grund des
Friedensvertirages, die Besatzungskosten, die Zahlungen
im Ausgleichsverfahren und vor allem die Reparations-
barzanlungen und Sachleistungen. An sogenannten inter-
nen (d.h. in Papiermark zu leistenden) Besatzungskosten
muBten bis Ende Mdrz 1922 rund 14 000 Killionen Mark

gezahlt werden. Welchen Betrag die weit hiheren exter-

nen (d.h. die in Goldmark zu leistenden) Besatzungs-

kosten erreichen, steht in Ermangelung einer vollstdn-

digen Abrechnung noch nicht genau fest, Die deutsche

Regierung hat sie bis Ende idrz 1922 auf rund 5 500

itillionen Goldmark veranschlagt. Die von der Entente

- Zeltungsnachrichten zufolge - beschlossene Herabset-
zung
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zung der Besatzungskosten auf insgesamt 240 lillionen
Goldmark jahrlich ist bisher noch nicht praktisch ge-

worden. Im Ausgleichsverfahren waren bis &nde 1921

468 lillionen Goldmark aufzubringen, bis Ende April
1922 wird die Summe insgesamt etwa 550 Hillionen Gold-
mark erreicht haben.

An Reparationszahlungen sind durch das soge-
nannte Londoner Ultimatum Deutschland jdhrlich 2000

Uillionen Goldmark als feste und auBerdem 26% der ge-
samten deutschen Ausfuhr als variable Leistung aufer-
legt. Bel einer damals auf 5000 Killionen Goldmark ge-
schdtzten Gesamtausfuhr wirde sich hiernach eine jahr-
liche Gesamtleistung von 2000 + 1300 = 3300 Millionen
Goldmark ergeben, Bereits im Jahre 1921 erwies sich
die Unmbdglichkeit, diese Gesamtleistung aufzubringen,
und erwies sich zugleich, daB schon der Versuch, sie
aufzubringen, die schwerwiegendsien wirtschaftlichen
Folgen nicht nur fir Deutschland selbst, sondern auch
Jur die mit Deutschland in Verkehrsbezichungen stehen-
den Lgnder zur Folge haben muBte. Uit Ricksicht hierauf
wurde dann in Cannes beschlossen, diese Gesamtleistung
vorlaufig nur in HOhe von 720 Millionen Goldmark bar
und von 1450 Millionen Goldmark in Sachlecistungen ein-
gufordern,

Un die Bedeutung dieser Zahlen fiir Deutschlands
Zahlungskraft ins rechte Licht zu setzen, mbchte ich
thnen zwel andere Ziffern gegeniiberstellen:

Vor dem IKriege betrug das 4dktivsaldo der gesam-
ten Zahlungsbilanz Deutschlands, das damdzs die Roh-
stoffe liefernden Kolonien, die landwirtschaftliche
Produkte liefernden Frovinzen Posen und ilestpreuBen,
gine groBe Handelsflotte, viele Milliarden (Goldmark)
ausldndischer Wertpapiere, viele Milliarden deutschen

Privat-
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Privateigentums in den Ldndern seiner Kriegsgegner,

die Industrieunternehmen und reichen Erz- und Kohlen-
lager in Lothringen, an der Saar und in Oberschlesien
pp. besaB und in seinem Handel unbeschrankt war - ca.
700 - 800 Mill.lark (Goldmark). Heute sind alle diese
Werte, mit deren Hilfe es Auslandsschulden bezahlen
kdnnte, ihm genommen; die gleichwohl von ihm geforderte
Jjdhrliche Reparationsleistung aber betrdgt das 5 -
3fache jenes gesamten fruheren Aktivsaldos.

Ferner: Die Kriegsschuld Englands an die Vereinigten
Staaten betrigt etwa 4500 Killionen 8, die Frankreichs
ca. 3500 Killionen B. Die Jahresletstung daraus wirde

- zu 42 % berechnet - ca, 800 und 640 WMill.Goldmark
betragen, also nur einen Bruchteil (45 - 13) der von
Deutschland geforderten Last. Beide Ldnder haben sich
aber in den vergangenen drei Jahren uné Frankreich noch
heute fur unfdhig erkldrt, diese Last zu tragen.

Es liegt auf der Hand, daB die deutsche Volks-
wirtschaft die ihr hiernach zur Last fallenden Betrdge
an Zinsen, an Zahlungen im Ausgleichsverfahren, an Be-
satzungskosten und an Reparationsleistungen, die sich
- unter Zugrundelegung der ermdBigten Reparationszif-
Jern von Cannes und der oben erwihnten linderung der
Besatzungskosten, die wohl beabsichiigt aber noch nicht
verwirklicht ist - insgesamt auf mindestens 3500 Hil-
lionen Goldmark jdhrlich belaufen, auch nur entfernt
aufzubringen auBerstande ist. Aufgebracht werden konnen
derartige Schuldsummen endgliltig nur im Hege eines Bx-
portuberschusses. Dies ist im Laufe der Verhandlungen
in Genua allseltig anerkannt worden. In der einstimmig
beschlossenen Introduktion des Rapports der Finanzez-
perten-Kommission der Genua-Konferenz heilBt es wortlich.

"Foreign obligation by one country must be ba-

-

lanced
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lanced by a capacity in other countries to absorb
the surplus production with which alone those obli:
gations can be met. }K/the burden of any country's
external obligations'ts beyond its capacity to pay.
and it cannot be assisted by foreign loans, the ef-
fort to meet those obligations must accordingly
result on the one hand in dislocation of markets
in other countries, and on the other hand in a
continuous depreciation of the currency of the
debtor country, which will entirely prevent it
Jrom making any start whatever in the direction

of stabilisation."”

In der Tat hat Deutschland angesichts seiner
nicht aktiven Handelsbilanz und bel der Geringfligigkeil
sogenannter unsichtbarer Exporte die von ihm geleiste-
ten groBen Zahlungen an das Ausland nur aufzubringen
vermocht, indem es Kredite aufnahm, deutsche Wertpapie-
re oder-andere Teile des deutschen Volksvermdgens ver-
duBerte oder Illark verkaufte. DaB insbesondere der un-
ausgesetzte Verkauf von lark den Kurs der llark mehr unc
mehr entwerten muste, ist klar, und daB fir die Zukunft
diese Entwertung sich in immer stdrkerem llaBe fortsetzel

- muB, wenn nicht die Deutschland aufgezwungene Birde auj
ein tragbares laB herabgemindert wird, leuchtet ohne
weiteres ein, SchlieBlich miBte die deutsche Mark im
Auslande unverkduflich werden, und damit wdre der voll-
kommene Zusammenbruch der deutschen Volkswirtschaft be-
stegelt.

Diese Entwicklung kann auch durch eine noch so
geschickte und noch so gesunde Finanz- und Wihréngspo-
1itik der deutschen Regierung nicht abgewendet werden,
Denn auch die duBerste Anspannung der Steugrleistung
des deutschen Volkes kann doch immer nur Betrdge in Pa-

plermark
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piermark einbringen, deren Umwandlung in Devisen zum
Zwecke der Zahlungen an das Auslaend sich allein durch
fort und fort gesteigerten Verkauf von Papiermark be-

wirken lieBe. Dieser unausgesetzte Verkauf muB, wie
oben ausgefiinrt, fortschreitend die Mark entwerten und
damit den in Papiermark aufzubringenden Betrag immer
wieder aufs neue erhdhen. GewlB pflichte ich Ihnen
darin bei, daB die deutsche Regierung die Fahigkeit,
Reparationszahlungen zu leisten, 2u beeinflussen ver-
mag, Jje nachdem sie gesunde oder ungesunde Finanz- und
WahrungsmaBnahmen ergrelft. Indes steht es leider auBer
Zweifel, daB gegeniiber den die Beutsche Zahlungsbilanz
und den Reichshaushalt gleicherweise erdrickenden Re-
parationsverpflichtungen der drohende zusammenbruch
auch gurch die zweckmiBigsten laisnahmen auf dem Geblete
der Finanz-, insbesondere der Steuer- und der Wihrungs-
politik nicht verhindert werden kann,

Was die Ausgestaltung des deutschen Steuer-
systems und die Reform der deutschen Reichsfinanzen an-
langt, so beziehe ich mich auf die der Reparationskom=-
mission mit Schreiben des Reichskanzlers vom 28, Janu-
ar d.Js. gegebenen Aufschliisse, die ich mit allen An-

B_- lagen in einem Abdruck beifige; einige der darin in An-
.ﬁﬂlggg//// lage II gegebenen Ziffern, die inzwischen iiberholt sind
und bereits berichtigt werden konnten, habe ich berich-
tigen lassen. Die Ausfuhrungen geben eine Vorstellung
von den auBerordentlich grosen Schwierigkeiten, mit de-
nen die Unstellung des gesamten Steuersystems auf die
Erhebung einer den ins Riesnhafte gewachsenen Lasten
einigermaBen nachkommenden Einnahme notwendig verknipft
war. Die Steuererhebung hatté bis zum Ausgang des Krig-
ges in den Hdnden der Bundesstaaten des Reichsgelegen,
deren Finanzverwaltungen nach vollig verschiedenen
Grund -
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Grundsdtzen arbeiteten. Gegeniber dem groBen Schulden-
dienst des Reiches muBte die Finanzreform in Deutsch-
land damit beginnen, zwecks GleichmiBigkeit der Be-
steuerung die Finangverwaltung zu vereinheitlichen und
auf das Reich zu Ubernehmen, Han war sich dessen bewuBt,
daiB die Schnelligkeit der Erhebung der Dbeschlossenen
Steuern unter dieser Umstellung und dem Ausbau der Ver-
waltung voribergehend leiden wirde. Diese Schwierigkei-
ten muBten aber wohl in Kauf genommeﬁ werden, wenn uUber
haupt ein Ausweg aus der finanziellen Wirrnis gefunden
werden sollte. AuBerdem mdchte ich darauf hinweisen,das
ldngere Zeit hindurch auf den Reichsfinanzen sehr er-
hebliche unproduktive Ausgaben - flr Erwerbslosenunter-
stitzung, Lebensmittelzuschlisse u, dergl., - lasteten,
die notwendig waren, um nach dem militdrischen Zusammens
bruch des Reichs e¢in Abgleiten der breiten liassen der
BevOlkerung in die radikalsten politischen Richtungen
gu verhindern und eine soziale AuflOsung von Deutsch-
land abzuwenden.

Die Finanzreform begann mit einem krdiftigen
Erfassen der im Kriege gewachsenen oder entstandenen
VermOgen durch Erhebung auBerordentlicher Kriegsabgaben
vom Vermdgen sowie mit einem e¢inmaligen groBen Opfer
vom VermOgen, dem "Reichsnotopfer”. Danebern wurde zu
eginer allgemeinen é.T. sehr rigor&sen ErhOhung der lau-
Jenden Steuern und zur Einfihrung einer groBen Zahl
neuer Steuern geschritten, Die Anlage I der beiliegen-
den Denkschrift des Reichskanzlers vom 28. Januar d.Js.
geht auf den Ausbau des deutschen Steuersystems ndher
ein, Uber das Ergebnis, das diese Steuern bisher ge-
bracht haben, und Uber ihren weiteren Ausbau in den

letzilen lionaten gestatte ich mir, einem demndchst in

einer Wiederaufbaunummer des "illanchester Guardian” er-

-
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- scheinenden Aufsatz des Staatssekretdrgﬁgg? Schro-
der einige Ausfuhrungen zu entnehmen:
"Die Wirkungen der Finanzreform Zeigen sich
deutlich in den tatsdchlichen Einnahmen des Reiches
seit 1919, Sie betrugen:

im Jahre 1919 10.543 Hillionen I
5 r 1020 50. 801 4 ¥
v" 1921 87.374 " '

(Die Einnahmen wihrend des Rechnungsjahres 1921 sind
c in der beigeflgten Ubersicht des Reichsfinanzministeri-
,Aﬂlgggl”/— ums spezialisiert).

Die Steigerung der deutschen Steuerbelastung
ist hiernach offenbar, Sie wird dem Zusammenwirken von
direkten und indirekten Steuern verdankt, die fir die
Belastung eines Volkes nur in ihrer Gesamtheit betrach-
tet werden durfen. Sie hitte voll ausgereicht, die
Staatsbedirfnisse zu befriedigen, wenn nicht der stdn-
dige Fall der deutschen Hdhrung die Ausgaben des Rei-
Ches dauernd hdtte wachsen lassen. Die Sachverstandigen
der dlliierten haben auf der Briisseler Konferenz des
Jahres 1920 zum Ausdruck gebracht, daB in Deutschland
"die gegenwirtigen Tarife fiir die direkten Steuern bis
duf das HOchstmaB gesteigert worden zu sein schienen,
und daB man vielleicht sogar, wenn die Veranlagung wie-
der in Ordnung sel und die Steuern vollen Ertrag brdch-
ten, zu der Feststellung kommen wirde, daB im Interesse
des fiskalischen Ergebnisses, welches mit dem wirt-
schaftlichen Wohlstande Deutschlands eng verbunden sei,
eine ErmdBigung gewisser'direkter Steuern zu erwigen
sei, Dbesonders derjenigen, die auf Handel und Industrie
lasteten. Dennoch hat Deutschland sich bereits im Jahre
1921 zu einer weiteren Anspannung der steuerlichen
Leistungen entschlossen, Die Steuergesetze, die Ende

| iarz

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



f P
- It;-’.: ;
2 ' - 10 -

ldrz/Anfang April 1922 vom Reichstag in dritter Lesung
angenbmmen worden sind, erhbhen die Sdtze der KOrper-
schaftssteuern fir Erwerbsgesellschaften auf etwa 35 %
Sie filhren eine laufende Vermbpenséteuer ein, die bis
zu 1 % jdhrlich ansteigt und zu der auf die Dauer von
15 Jahren Zuschlige bis zu 200 % erhoben werden, die
an die Stelle eines noch nicht erhobenen Teiles des
Reichsnotopfers treten. Die bisherige Besitzsteuer wird
durch eine erhlhte Vermdgenszuwachssteuer mit Sdtzen
bis zu 10 % ersetzt. Der Besitz wird weiter dadurch
belastet, dal eine Reihe von Stempelsteuern (auf die
Brrichtung der Gesellschaften, auf die BOrsenumsdtze,
die Emission von Wertpapieren) in einem Kapitalverkehrs-
steuergesetz durch selbstindige Steuern mit hOheren
Sdtzen ausgebaut sind. Die Steuern auf Kraftfahrzeuge,
die Versicherungssteuern und die Rennwettsteuern sind
gleichfalls erhdht., Vor allem aber ist der Satz der
allgemeinen Umsatzsteuer auf 2 % heraufgesetzt, Die Be-
lastung der gesamten Produktion und des gesamten Ver-
brauchs ist dadurch verschirft, daB die Kohlensteuer
von 20 % auf 40 % des Kohlenpreises erhoht worden ist,
Auch die auf der Goldbasis festgelegten 2Z0lle sind in
ihren Sdtzen betrdchtlich gesteigert, unter ihnen na-
mentlich die Z0lle auf Gegenstdnde des Luxusverbrauchs.
Helche Bedeutung die ZollerhOhung fur die {irtschaft
notwendig hat, ergibt sich aus der Feststellung, daB
der Goldaujfschlag zurzeit 5900 % des Zollsatzes betrigt
Die Sdtze der meisten inneren Verbrauchsabgaben sind
von neuem zum Teil auf ein Vielfaches des bis dahin
geltenden Satzes erhdht, Auch die Hektolitereinnahme
beim Branntweinmonopol ist um ein Mehrfaches heraufge-
setzt,”

' Die oben wiecdergegebene schnelle Steigerun,

der
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der Reichseinnahmen seit 1919 muB zum Teil natir-
lich auch quf die fortschreitende Entwertung der
Papiermark zurickgefuhrt werden, Im Ubrigen ist

in Betracht zu ziehen, daB es eine ldngere Zeit
dauert - der belgische Uinister Theunis bemlBt die
Frist auf 2 = 3 Jahre -, bis die Veranlagung und
die Erhebung einer neuen Steuer retbungslos funk-
tioniert. Jedenfalls ist, wic ich nach meinem Ein-
blick in die Verhdltnisse bestimmt versichern
kann, der gelegentlich gegen Deutschland erhobene
Vorwurf, es filhre seine Steuergesetze nicht wirk-
lich durch, unberechtigt. Der Behauptung, die
Steuerbelastung in Deutschland bleibe hinter der
in den Siegerstaaten zurick, wird in der Unieran-
lage 2 der Dbeigeflgten Denkschrift des Reichskanz-
lers begegnet. Untersuchungen, die neuerdings auf
englischer Seite angestellt sind, gelangten zu der
Feststellung, daB sowohl die indirekten als die
direkten Steuern in Deutschland weit hirter sind
als in Frankreich und Bngland. Die "Daily News”
vom 2, Wirz d.Js, konstatiert von den beiden gféB—
ten indirekten Steuern Deutschlands, vonnder Unm-
satz- und der KOhlensteder, daB die Umsatzsteuer
in HOhe von 2 %, wenn dle ¥are vom Rohstoff bis
zum Fertigfabrikat durchschnittlich nur durch 4
Hinde geht, jeden Warenaustausch mit 8 % besteuert
(der Luzusverbrauch wird mit noch wesentlich hohe-
ren Sdtzen belastet), und daB die Kohlensteuer von
40 % ebenfalls in jedem industriellen Weiterver-
arbéitungsprozeB gusdtzlich auf den Preis der Fa-
brikate umgelegt wird, Vom Binkommen hat nach der
gleichen englischen Quelle zu zahlen

in
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in Deutschland Frankreich England

ein Junggeselle mit Arbeits-
einkommen von 20 000 Ui

(= 4000 Fr. = 90 &) 8,8 % 3,25 % 0
e%g gagn ?it FZau U. 2 Kindern
m rbeitseinkommen von )
250 000 M(= 50 000 FPr = 1125 &) 25,2 % 7,8 % 16,3 %

ein Junggeselle mit Rentenein-
kommen von 250 000 I

(= 50 000 Fr.= 1125 &) 31,7 % 14,2 % 23,4 %
desgleichen mit Rentenein- ' |
7ozm§n088noég gg? QOQSHbOO E) 61,1 % 59,7 % 54,7 %
Diesen Beréchnungen ist ein Kursstand von
1l Pr, =5, 1 5 =220l zugrunde gelegl, in-
zwischen ist die Kaufkraft weiter auf
1 Fr, =250, 1% =1200 Il gesunken, und
demgemdB 1st die prozentuale Stleuerbelastung
der deutschen Einkommen noch wesentlich schwe
rer geworden, Es eribrigt sich wohl, darauf
hinzuweisen, dab alle derartigen Vergleiche
der direkten und indirekien Steuerbelastung
in verschiedenen Ldandern im Verhdlinis zum
Durchschnittseinkomnen der Steuerpflichtigen
natirlich nicht den Anspruch erheben kOnnen,
wissenschaftlich einwandfrei aufgestellt zu
sein, im wesentlichen aus dem Grunde, weil
das Durchschnittseinkommen nicht absolut zu-
verldssig zu ermitteln ist. Es kann -quch zu-
gegeben werden, daB einzelne indirekte Steu-
ern und Zolle in Deutschland noch hinter den
Sitzen anderer Linder zurickbleiben - so sind
2.B. Spirituosen und Zucker in England und
Frankreich stdrker belastet als in Deutsch-
land. Jedoch dirfte es stets irrefiihrend sein
die Belastung mit Verbrauchssteuern fur sich
allein
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allein in Vergleich zu stellen, wenn nicht zu-
gleich beriicksichtigt wird, daB in Deutschland
das Einkommen auch der untersten Schichten durch

direkte Steuern stark belastet ist, wdhrend in
Frankreich und England die breiten illassen der Be-
vOlkerung wenig oder gar nicht mit direkten Steu-
ern belegt sind, und daB8 aquBerdem in Deutschland
die Konsumkraft der BevOlkerung erheblich gemindert
ist, ein geringes Aufkommen aus Verbrauchsabgaben
auf den Kopf der BevOlkerung bewelst bel einem
verarmien Lande wie Deutschland nicht sowohl eine
geringere steuerliche Belastung, als vielmehr eine
geschwdachte Konsumfdhigkeit, Welche vernichtende
indirekte Steuer zudem in der fortschreitenden
Papiergeldinflation liegt, wird iibrigens an keiner
Stelle bericksichtigt,

Die bDisher nicht einzuddmmen gewesenen
Kursschwankungen und die Entwertung der lark ma-

chen naturgemdB die Aufstellung e¢ines festen

Reichshaushaltsplanes fur einen langeren Zeitraum

v0l1lig unmbglich. Denn es ist technisch unausfihr-
bar, die Einnahmen in allen Etatspositionen unmit-
telbar in dem gleichen Tempo zu steigern, in wel-
chem die Ausgaben zunehmen; da, wie schon oben
bemerkt, die aus der stdndig abnehmenden XKaufkraft
der liark sich ergebende wachsende Vertéuerung
Jortwihrend die gesamte Grundlage der deutschen
Volkswirtschaft verschiebt. Umsatz- und Verkehrs-
steuern, s0lle und Verbrauchsabgaben sind beweg-
licher und erfassen zum Teil die Aufbldhung der
Markbetrdge, von denen die Abgabe erhoben wird,
automatisch, auch die Reichsbetriebe, insbesondere
die Fost und die Eisenbahnen, gestatten e¢ine beweg-
lichere
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lichere Tarifpolitik. Indessen ist zu beachten,
daB ein mechanisches, der Entwertung der Papier-
mark im Inlande oder Auslande rechnerisch entspre-
chendes Erhohen der Tarifsditze, Z0l1le usw., das
die besondere Lage der betreffenden Veranlagungs-
objekte nicht genligend beriucksichtigt, keineswegs
gleichbleibende Goldmarkbetrdge fur die Reichsein-
nahme garantiert; so haben z.B. die starken Tarif-
erhohungen beil Post und Eisenbahn eine ganz erheb-
liche Einschrdnkung des Verkehrs nach sich gezogen,
Bel den Besitzsteuern, die eine Haupteinnahmequel-
le des Reiches bilden, ist ¢ine derartige schnel-
lere Anpassung an die Geldentwertung praktisch
nicht durchfihrbar, weil die mit der Geldentwer-
tung zusammenhdngenden Verschiebungen im Einkom-
mens- und Vermdgensstande der einzelnen Bevilke-
rungsschichten sich gdnzlich abweichend voneinandei
vollziehen, Deshalb wird einer snderung der fur
das Gros der Steuerpflichtigen veranlagten Besitz-
steuerbetrdige jedesmal eine neue Veranlagung zur
Steuer vorhergehen miissen, die bei dem erforder-
lichen Aufwand an Steuerpersonal rein technisch
auf die groBten Schwierigkeiten stoBen wirde, wenn
Sie sich in kurzen Zeitrdumen wiederholen miBte.
Der dem Reichstag im April d.Js. vorgeleg-
te liberarbeitete daushaltsplan fir das laufende
Rechnungsjahr ist in der Anlage 2 ziffernmiBSig dar-
gestellt. Aus den Budgetzahlen ergibt sich, wie
ich weiterhin dem oben erwidhnten Artikel des Herrn
Dr. Schroder entnehmen darf, fir die Beurteilung
der Finanzlage des Reichs folgendes:
"Die Betriebsverwaltungen (Fost- Eisenbahn pp.)
decken ads ¢igenen Finnahmen ihre laufenden Ausgaben;
Sie
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sie haben aber fiir Erneuerung und Ergdnzung der Anla-
gen einen Anleihebedarf von 19,442 Nillionen i, Der Be-
trag erscheint zundchst hoch., Er ist aber, wenn man die
Entwertung des Geldes und die Steigerung aller Preise
beriicksichtigt, niedriger als der normale Dedarf der
Betriebe vor dem Kriege (17,7 % der gesamten Betriebs-
ausgaben gegen 31,1 4% im Jahre 1913). Die Zahl er-
scheint noch geringer, wenn man die starke Abnutzung
der Anlagen durch den Krieg bedenkt, Auf den Bau neuer
Bahnstrecken hat man grundsdtzlich verzichtet, Ob es
allerdings gelingen wird, die erforderlichen 19.442
Uillionen I im Wege einer langfristigen Anleihe schon
im Jahre 1922 zu beschaffen, muB bezweifelt werden.

Die Einnahmen der allgemeginen Reichsverwaltung
Ubersteigen im ordentlichen Haushalt die Ausgaben um
16 500 Uillionen li, In den Ausgaben von 90 000 Killi-
onen J sind 29 000 Killionen M flr den Schuldendienst
und 22 000 Killionen I fir Uberweisungen an die Ldnder
und Gemeinden enthalten. Den Ldndern werden Anteile
an den neuen Reichssteuern iberwiesen, die ihnen als
Ersatz fiur die ihnen genommenen groBen Steuern zustehen
und die sie zur Bestreitung ihrer dringendsten Ausgaben
bendtigen., FlUr Pensionen und Versorgung der Hinterblie-
benen der Kriecgsteilnehmer sind ferner 10 800 iillionen
Il aufzuwenden, Aus dem Rest von rund 28 000 Willionen K
werden die laufenden Ausgaben aller Verwaltungszweige
des Reiches bestritten., Im Jahre 1913 wurden fiir diese
Zwecke 2 100 Milliongn M ausgegeben. Stellt man in
Rechnung, daB die allgemeine Teuerung, die Steigerung
der Preise aller Materialien und die Kosten der Lebens-
haltung der Angestellten im Durchschnitt mindestens das
2ofache erreicht hat, so bewelst der Ansatz von 28 000
iitllionen I, der einem Ausgabeposten von 1 100 killioner

Goldmark .
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Goldmark gleichkommt, daB sparsam gewirtschaftei wird.

Der Anleihebedarf des auBerordentlichen Haus—
halts der allgemeinen Verwaltung betrdgt 3 110 Millioner
M. Er ist im wesenilichen durch die Nachwirkungen des
Krieges hervorgerufen und muB in @en folgenden Jahren
verschwinden oder doch auf eine nur geringfigige Summe
herabgedrickt werden.

Der UberschuB des ordentlichen Haushalts der
allgemeinen Verwaltung mit 16 500 Millionen Il soll zur
Durchjahruﬁg des Friedensvertrages verwendet werden.

Er kann aber die hierfur erforderlichen Ausgaben nur zu
einem ganz kleinen Teile decken, Lit dieser Feststel-
lung kommen wir zur Quelle des ganzen Elends der deut-
schen Finanzen. Die auf dem Friedensvertrage beruhenden
Ausgaben sind zum erheblichen Teil in fremder Valuta

zu leisten. Sie sind deshalb unmittelbar abhdngig vom
Kurse der liark, Die 720 lillionen Goldmark, die fur

das Jahr 1922 in Cannes festgesetzt sind, erfordern bei
einem Dollarkurse von 200 I 34 400 Willionen Papiermark
bei einem Dollarkurse von 300 i 51 400 Killionen Papier
mark. Zur Abbirdung dieser Last geniigen die littel der
Steuergesetzgebung nicht, Selbst wenn es mdglich wire,
die Steuerertridge so zu erhdhen, daB der im Augenblick
erforderliche Bedarf an Fapiermark insgesamt gedeckt
wdre, so wiurde das doch noch keine wahre Deckung be-
deuten, solange die Zahlungsbilanz der deutschen Volks-
wirtschaft nicht ausgeglichen ist. Denn Steuern erbrin-
gen nur Paplermark, fiur die Z&hlungén missen aber De-
visen beschafft werden., Ist der AusfuhriberschulB der
deutschen Wirtschaft nicht so groB, daB die Devisen dem
Reiche gegen Papiermark zur Verfigung gestellt werden
kdnnen, so bleibt dem Reiche nur die Moglichkeit, Devi-

sen
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sen im Auslande anzukaufen. Das Zahlungsmittel des Reiches
ist wileder die Papiermark., Nach den Grundsaiz von Angebot
und Nachfrage muB dieser Zwang, Poplermark auf den liarkt
zu werfen, um Devisen dafiir e¢inzutauschen, den Kurs der
Mark stetig weiter dricken”,

Die stdndig anschwellenden Papiermarkziffern pflegen
dariiber hinwegzutduschen, daB trotz scheinbarer Geld-
flussigkeit und scheinbarem Reichium eine Verarmung
grosten Umfanges in Deutschland eingetreten ist. Von
sachkundiger Seite ist berechnet worden, daB das gesamte
deutsche VolksvermOgen, das vor dem Kriege etwas liber
300 lilliarden Goldmark betrug, seitdem eine Vermind erun,
auf weniger als die HAGlfte erfahren hat, Den fremden Gel:
dern in HOhe von 30 bis 35 killiarden Goldmark, die vor
dem Kriege in den deutschen Geldinstituten vorhanden wa-
ren, steht gegenwdrtig ein Bestand von schatzungsweise
200 iilliarden Fapiermark gegeniber, der einen Goldmark-
wert von etwa 3 lilliarden ilark darstellt., An dieser
weitgehenden Verarmung Deutschlands, die sich in solchen
Ziffern offenbart, miissen die bisherigen Steuerleistun-
gen und die aus Deutschland herausgeholten Reparations-
leistungen gemessen werden, um zu erkennen, welche un-
geheuren Anstrengungen tatsdchlich von deutscher Seite
zur Erfullung der iibernommenen Verpflichtungen bis zur
Stunde gemacht worden sind; gelegentliche Fehlgriffe in
den deutschen FinanzmaiBnahmen mOgen dabel zugegeben wer-
den.

Besondere Schwierigkeiten hat der deutschen Finanz-
verwaltung die auch in Ihrem Schreiben beriihrte Steuer-

Jlucht des deutschen Kapitals bereitet. Ihr entgegenzu-

wirken, sind seitens der deutschen Regierung alle er-

denklichen
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denklichen Schritte unternommen worden. Deutschland hat
trotz schweren entgegenstehenden Bedenken das Bankge-
heimnis aufgehoben und den Depotzwang fir Vertpapiere
eingefiinrt; ferner ist die Ubertragung von Guthaben,
Zahlungsmitteln und Wertpapieren nach dem Auslande den
Finanzbehdrden anzumelden, die Steuerbehdrde Ubt also
eine Kontrolle des mobilen Kapitals und seiner Bewegun-
gen im Verkehr mit dem Auslande aus, soweit laBnahmen
von deutscher Seite hierzu ausreichen, die Unteranlage
4 der beiliegenden Denkschrift des Reichskanzlers gibt
hieriber im einzelnen AufschluB, it der Tschechoslowa-
kel ist auBerdem ein Vertrag uUber gegenseitigen Rechts-
schutz und Rechtshilfe in Steuersachen abgeschlossen
worden, Deutschland hat auf der Konferenz 2Zu Genua an-
gestrebt; eine derartige Rechitshilfe international 2zu
gestalten; der Vorschlag ist seitens der Genueser Fi-
nanzkommission dem VOlkerbund iberwiesen worden, wdhrend
die Kommission selbst den Standpunkt einnahm, das die
Frethetit des Wechselmarktes nicht unterbunden und das

Bankgeheimnis nicht verletzt werden dirfe.

Die
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Die erwighnten RegierungsmaBnahmen haben in der Beschran-
kung auf Deutschland natiirlich nur begrenzte Wirkungen
und konnen, solange sie nicht guch von den Nachbarstaa-
ten unterstitzt werden, immer nur ungenmiigend sein. Im
ibrigen ist die Abwagnderung von steuerpflichtigem Ka-
pital nach dem Auslande heute allen Ldndern mit nieder-
gehender Valuta und hohen Steuern gemeinsam. Ich mdch-
te auch annehmen, daB die deutschen Kapitalabfliisge
nach dem Auslande betrdchtlich iiberschitzt werden. So-
welt die Kapitalflucht sich in die Form kleiden mag,
daB Exporterldse im Auslande belassen und der deutschen
Volkswirtschaft nicht zur Verfiigung gestellt werden,
gind ihr an sich sehr enge Grenzen gezogen, denn Aus-
fuhrkontrolle und Devisenablieferungspflicht erfassen
die aujfkommenden Ezporterldse in weitestem Ausmass.
Die Flucht deutschen Kapitals nach dem Auslan-

de ist im wesentlichenhur eine Seite der als "Flucht
aus der llark" bezeichneten Erscheinung, die durch jeden
weiteren Kurssturz der Markvaluta neu belebt wird; die

~ andere, noch bedeutungsvollereSeite ist das von Ihnen be-
merkte manchmal panikartig aufiretende Erwerben von
Sachwerten aller Art sowie die Devisenhamsterei. Beil-
des sind Erscheinungen, die mit der Wertunbestdindigkeit
der deutschen Papierwihrung und den wechselnden Diffe-
renzen zwischen der Kaufkraft der Mark im Auslande und
im Inlande zusammenhdngen, Die wechselnden Differenzen
halten beil der GroBe der Schwankungen die deutsche Wirt-
schaft unter einem oft fieberhaften Auf- und Abschwellen
schnell wechselnder Konjunkiuren und bilden auch die
Ursache der zeitweilig zu beobachtenden Ausverkaufsez-

zesse. Dabei vollzieht sich im Techselspiel der Schwan-
kungen

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



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

- 90 -

kungen zwischen AuBen- und Binnenwert der lark der
traurige ProzeB8 der Verarmung Deutschlands.

Unter dem Scheinglanz, den die Inflation mit
ihren wachsenden Nennwertziffern ausbreitet, bringt
dieser ProzeB auch das deutsche Produktionskapiital in
Gefahr. In vielen Fillen weisen Unternehmungen Schein-

gewinne aus, indem Einnahmen aus Suchleistungen in Pa-
piermark als Gewinne verbucht werden, obwohl sie den
entsprechenden Abgang an Sachgtitern ihrem Goldwerte
nach nicht decken, so daB die Ertrdge allmdhlich nicht
mehr ausreichen, um die urspriingliche Ausstattung des
Betriebes mit Kapital sicherzustellen. Zum grdBeren
Teil ist die erneblich gesteigerte Kapitalbeschaffung
der deutschen Indusirie- und Handelsunternehmungen als
eine unbedingt notwendig gewordene Auffillung des ur-
spriinglichen Betriebsvermdgens anzusehen; die dktien-
gesellschaften, Kommanditgesellschafien auf Akiien und
Gesellschaften mit beschridnkter Haftung in Deutschland
beanspruchten im Jahre 1921 fir Neugriindungen
5 947 Millionen Papiermark, wdhrend fir Kaepital®rhihun-
gen demgegeniiber 22 772 Milllionen Papiermark gefordert
wurden (im Jahre 1920 hatten die Ziffern 1 808 Millionen
und 8 947 Millionen betragen).

Der Kapitalbedarf der Unternehmungen findet
Deckung teils in kurzfristigen Bunkkrediten, teils in
der Kapitalbeteiligung AuBenstehender, auch des duslan-
des, sonst vornehmlich in der Begebung von Aktien und
Obligationen oder in einer Nerbindung von beiden Formen,
némlich von Vorzugsaktien mit fester Verzinsung.

Es liegt auf der Hand, daB wihrend einer Perio-
de sprunghafter Geldentwertung die Rechtsform der Akiien-

gesellschaft
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gesellschaft wegen der freieren Beweglichkeit am Finanz-
markt bevorzugt wird. Die Aufnahmefihigkeit des Geld-
und Kapitalmarktes war denn auch gerade fir Aktlen

nicht nur infolge der anhaltenden Geldflissigkelt, son-
dern aquch im Zusammenhang mit dem erdrterten Bestreben,
Sachwerte bezw. Anteile an Suchwerten zu erwerben, be-
sonders groB. Dementsprechend iiberwlegt die Kapital-
beschaffung in Handel und Industrie durch Aktlen; so
belief sich im Jahre 1921 die Emission von Dividenden-
papieren euf 21 712 Millionen Papiermark, die Emission
festverzinglicher Werte auf 5 415 Millionen Papiermark,
Mittlere und kleinere Firmen, die mehr oder minder auf
den Bunkkredit angewiesen sind, geraten in solcher Zeit,
da die Banken mit langfristiger Kreditgewdhrung zurick-
halten missen, vielfach vor den groBen Unternehmungen,
die durch Ausgabe von Aktien und Obligationen umnittel-
bar an den Kapitalmarkt herantreten kbnnen, ins Hinter-
treffen. Eine derartige Entwicklung fihrt zwangsldu-
fig zur Umwandlung von Einzelfirmen in die Form der
Aktiengesellschaft, zu Verschmelzungen von Firmen so
wie zur Anlehnungund zum AnschluB an kapiltalkrdftigere
Unternehmungen des gleichen oder eines verwandten Ge-
schiftszweiges, Die fortgesetzten Umgriindungen deut-
scher Privatbetriebe in Aktienunternehmungen und dieé Z&-
sammenschliisse von Unternehmungen sind d¢lso eine na-
tiirliche Folge der verdnderten wirtschaftlichen Ver-
hiltnisse. Zs ist zudem zu bertcksichiigen, da8
Deutschland sehr wertvolle UberschuBigebiete eingeb@Bt
hat, was ebenfalls zu einer starken Umstellung einiger
Industriekreise zwang (im Westen gingen allein verloren
75% der Eisenerzforderung Deutschlands, 9% der Jtein-

kohlenforderung,




=1 .
* » 5 o
’e .

' kohlenforderung, 23% der deutschen Eisenwalzverke,
31% der Hochofenwerke, 20% der Textilindustrie; wvon
Oberschlesien muBten u.a. abgetreten werden 77,5% der
dortigen Gesamtkohlenforderung, sémtliche Zisenerzgru-
ben nmit 61 000 t jaéhrlicher Erzeugung, von insgesami
37 Hochifen 22,
ferner, 7?7% der Bleierzfirderung und 86% Zinkerz-
forderung, d.h., 75% der gesamten Zinkerzforderung
Deutschlands). Gleiche Unstellungen wurden bei zahl-
reichen Unternehmungen durch die Liguidation von 4nla-
gen, Beteiligungen und Rechten im Auslande notwendig.
Die Formen, in denen sich industrielle Kon-

gentrationen in der Hauptsache vollziehen, sind folgen-

de: Gesellschafien, die in Interessengemeinschaft mit-
einander treten, erhohen ihr Kapital und teuschen die
neuen Aktilenbetridge gegenszitig aus. Bei Aufsaugung
von Aktienunternehmungen wird ebenfalls meilst der Weg
tber eine Kapitalerhdhung beschritten, um mit Hilfe
der neu geschaffenen Aktien die Aktiondre des zu iber-
nehmenden Instituts abzufinden, Der Weg, daB die Herr-
schaft iber ein Unternehmen durch den Erwerb der Aktien-
majoritdt am BoOrsenmarkt erreicht wird, wird von deut-
scher Seite seltener gewihlt, wihrend sich das Eindrin-
gen des ausldndischen Kapitals in die deutsche Wirt-
schaft Ofter in dieser Weise abspielt. Indessen werden
auch ohne solche Finanztransaktionen Verbindungen von
Gesel 1schaften beschlossen, indem Stellen im Aufsichts-
rat oder in der Verwaltung des einen Unternehmens mit
Vertretern des andern besetzt werden,

In mancher Beziehung anders stellt sich die
Entwicklung hinsichtlich der Graékagizaligten, Uber

deren
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' deren Finanzierungsmethoden Sie informiert zu werden
wiinschen, Sie geben selbst weder Aktien noch Obliga-
tionen aus, sondern pflegen, wenn ihre vorhandenen
fliissigen Mittel fir den Erwerb eines Unternehmens oder
fiir eine Beteiligung an einem Unternehmen nicht hin-
reichen, zundchst Bankkredit in Anspruch zu nehmen,
der ihnen in der Regel angesichts ihrer besonderen Kre-
ditwiirdigkeit unschwer zugdnglich ist und den sie nor-
malerweise aus aufkommenden Gewinnen oder aus der
Ligquidation friiherer Kapitalanlagen abiragen werden.
Besitzen sie den ausschlaggebenden EinfluB an eilnem
Unternehmen, so haben sie die Myglichkeit, das Unter-
nehmen selbst zwecks Beschaffung neuer Mittel durch
Ausgabe von Aktien oder Obligationen direkt an den
Geldmarkt herantreten oder die sonstigen oben erwdhnien
Transaktionen vornehmen zu lassen., Die Finanzierung
nimmt hierbei gelegentlich die Form an, daB ein Gros-
aktiondr die von ihm beeinfluBte Gesellschaft zu einer
Kapitalerhohung durch Ausgabe von Aktien veranlaBt,
die ihm bei Ubernahme der neuen Aktien durch einen
niedrig bemessenen Bezugskurs einen Gewinn zuwendet.
Der GroBaktiondr kann alsdann, soweit es ohne Beein-
trdchtigung seines Einflusses auf das Unternehmen mbg-
lich ist, den ihm mit dem billigen Bezugsrecht zugewen-
deten Gewinn durch VerduBerung von bezogenen neuen
Aktien an der Birse teilwelse realisieren, um den Ge-
winnbetrag zu neuen Beteiligungen zu verwenden., Selbst-
verstdndlich werden derartige Gewinne steuerlich er-
faBt, obwohl sich der materielle WVert des angelegten
Vermdgens trotz solcher Transaktion in der Begel nicht

wesgntlich '
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wesentlich verdndert hat; denn wenn z.B. ein Unterneh-
men, das einen Goldwert darstellt, &Bin Kapital durch
zu billige Ausgabe neuer Aktien, die ihm nicht ent-
spréchende naue Produktionsmittel zufiihrt, verwissert,
so entwerten sich die in der Hand des Kapitallsten
verbliebenen 4Anteile an die sem Unternehmen, und wenn
der Aktiondr auch den realisierten Gewinnbetrag zum
Erwerb anderer Goldwerte benutzt, solfiillt er meistens
durch solche Operationen im besten Fall nur seinen
Goldwertbesitz auf die urspringliche HOhe wieder auf.

Vereinigt ein G?oﬁkapitalist sdmtliche Ge-
schiftsanteile eines Unternehmens in seiner Hand (z.B.
befinden sich die Aktien der Friedr. Krupp 4.-G. in
den Hgnden der Frau Krupp v. Bohlen und Halbach und
die 4nteile der Gewerkschaften des Thyssen-Konzerns im
Besitz des Nontanindustriellen August Bhyssen), so
wird er die Beschaffung neuer Mittel nicht durch Aktien=
ausgabe, wobel er fremde Teilhaber in sein Institut
aufnehmen muBte, bewirken, sondern er wird zur Aufle-
gung einer Obligationsanleihe schreiten,

Die Krifte im deutschen Wirtschaftsleben, die
zu der zu beobachtenden Zusammenfassung von Unternehmen

dringen, resultieren im wesentlichen aus dem Zwang, &n

einer Zeit wechselnder, alle Bewertungs- und Produktions-

verhilinisse aus der Bahn werfender Wihrungs- und Ge-
schifiskrisen den Produktionsappar@t nach Moglichkeit
gesund zu erhalten. UDie hierbei zum Tell zusammenge-
hduften Betriebskqpitdlten, 80 hoch sie auch in Papier-
mark beziffert werden mbgen, milssen jedoch auf ihren
Goldwert zuriickgerechnet werden, wenn man ihre wirkliche

Bedeutung
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Bedeutung richtig einschdtzen will; denn die deutische
Produktionsbasis selbst hat ja, wie erwdhnt, eine ein-
schneidende Verengerung erfahren. DaB die kapitalkrdf-
tigsten Unternehmungen bei diesem Konzentrationsprozes
den weniger starken Unternehmungen den Rang ablaufen,
liegt in der Natur der Suche begriindet; zum Teil baut
sich dies natiirliche Schwergewicht finhrender Unterneh-
mungen auf dem Besitz der Kohle auf, um den sich die
Weiterverarbeitungs- und Fertigindusirie in weiigehen-
der Verdstelung gruppiert.

Immerhin ist das Besgtreben der deutschen Be-
volkerung, ihre Bankguthaben und ihr Burgeld in Sach-
gliter umzuwandeln, wenn es auch zeltweise fast panik-
artig aufgetreten ist, keineswegs qllgemein und andau-

ernd, und insbesondere bei den GroBkapitalisten hdli

'es sich in m@Bigen Grenzen. Die Guthaben bei den Banken

und Sparkassen wachsen foritgesetzt, und die Steigerung
der Aktienkurse, die nicht nur durch die Geldentwertung

und den Ankauf durch Auslinder,sondern zeitwelse auch

_durch jenes Bestreben, Sachwerte zu erwerben, stark in

die Hohe getrieben waren, ist inzwischen einem erhebli-

chen Rickgang gewichen, und jede leise Besserung der

Mork drickt ihre Kurse tiefer. Das zeigt, dass an Ak-
am_ulgrkte

tienmaterfﬁTTkein Mangel ist. Die Ihnen zugegangenen

Berichte, wonach Grosskapitalisten, industrielle und

sonstige Beteiligungen in einem AusmaBe erwerben, das

e¢ine Konzentration der gesamten Produktionsmittel in

Deutschland in verhdltnism@Big wenigen Hinden vorzulie-
gen scheint, beruhen auf volliger Verkennung der Dinge.
Von einem solchen Umfange dieser Ankdufe von Sachgitern

ist keine Rede, und die Gefahr einer solchen Konzentra-

tion



' tion liegt auch nicht im entferntesten vor. Infolge der
Entwertung der Mark wird in neuerer Zeit gerade manchen
grossen Industrieunternehmen und - konzernen das Betriebs-
kepital so knapp, daB sie sich gezwungen sehen, die in
ihrem Besitz befindlichen Beteiligungen an andern Unter-
nehmungen (Aktien pp.) zum Teil wieder abzustoBen.

Ich wies bereits oben darauf hin, dass die Steuer-

kraft der Handels-und Industrieunternehmungen in Deutsch- .
land ausserordentlich stark angespannt ist. Ich fiurchte,
dags die direkten Steuern bereits erheblich Uberspanni
sind, da die deutsche Wirtschaft als Ganzes forigesetzi
an der Substanz ihres Produktionsvermdgens zehrt; die
lediglich aus der Geldentwertung entspringenden Papier-
markgewinne sind leider geeignet, einer oberfldchlichen
Betrachtung diese realen Verluste zu verschleiern. Je
mehr der Staat in Gefahr gerdt, der ihm aufgebiirdeten
Uberlast zu erliegen, umsomehr wird sein Blick fir die
nun einmal vorhandenen Grenzen der Leistungsfinigkeit
des deutschen Wirtschaftskorpers getribt. Die Einziehung
der im Ausbau des deutschen Steuersystens durchgerhrien
schweren Steuern, sowie der beschlossenen Zyangsanleihe
wird zu einem sehr bald fiihlbaren Kapitalmangel fihren,
dem ein Rickgang der zurzelt vorhandenen geschdftlichen .
Lebhdftigkelt auf dem FuBe folgen muss, falls nicht etwa
ein weiterer Sturz der Hark mit seinen Scheingewinnen
eine neue Konjunkturwelle ausldsen sollte.

Ich mochte mein Urteil dahin zusammenfassen,daB
die unerldssliche Voraussetzung fiir eine Konsolidierung
der deutschen Wirtschafi die Zurlckfijhrung der auf dem
Friedensvertrag beruhenden enormen wirtschaftlichen und
. finanziellen Belastung auf ein tragbares MaB bildet,d.h.

auf ein MaB, das von Deutschland ohne fortschreitende

zerstorung
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Zerstorung seiner wirtschaftlichen Leistungsfihigkeit
aufgebracht werden kann, (denn gegenwdrtig besteht in-
folge der Reparationsverpflichitungen in lWahrheit eine Zoh-
Iungsunfihigkeit Deutschlands). Diese Voraussetzung
allein wiirde Deutschland die Hoglichkelt erdffnen Ednnen,
im Auslande ausreichende Kredite aufzunehmen zwecks Be-
schaffung der Rohstoffe, deren die deutsche Industrie zur
Erweiterung ithrer Produktion bedarf, die Passivitdt der
deutschen Zahlungsbilanz durch vermehrte Produktion und
erweiterten Export beil mdglichster Einschrdnkung des
Imports auszugleichen sowie die Ausgaben des Reichs durch
ordentliche Einnahmen zu balanzieren und damii einer Zu-
nahme der schwebenden Schuld vorzubeugen, die durch aus-
reichende innere Anleihen mit Erfolg fundiert werden kdnn-
te. Die deutsche Valuta wiirde sich alsdann von selbst auf
ein Niveau einstellen, das dem gegeniber der Vorkriegs-
zeit geschwichten Stande der deéutschen Volkswirtschafi
entsprdche. Tire ein solches gleichbleibendes Niveau er-
reicht, so kbnnte es durch eine Devalvation legalisiert
und die deutsche Wihrung von neuem auf eine metallische
Grundlage, die nur das Gold sein kann, gestellt werden.
Nach Lage der deutschen Verhilinisse hat es das
Reichsbank-Direktorium - so sehr es die Vermehrung der
schwebenden Schuld des Reichs in ihrer Wirkung auf eine
Steigerung des Banknotenumlaufs hin verurteilt - nicht
vermocht, die Diskontierung der vom Reich angebotenen
Séhatzanweisungen abzulehnen., Es musste so handeln in der
Erkenntnis, daB dem Reich zur Deckung der durch ordent-
liche Einnahmen nicht zu bgleichenden, groBenteils mit
den Friedensbedingungen zusammenhingenden Ausgaben ein

anderer Weg als die Aufnahme schwebender Schulden bisher

nicht
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DATE July 10, 19 

Two things seem to me to stand out in this letter:

(1) The first is an old one, and that is the reiterated insistencé
upon Germeny's incapacity to pay in cash any such sum as two or three mil-
liards of gold marks, with the camouflaged implication that it could not pay!
this amount at all, whereas this sum would not exceed 5 or € per cent. of
the total of Germeny's pre-war national income, which was around 40 to 50
billion gold marks,

But it does still remain a very wide open question as to whether
Gemany could pay this amount plus the taxes to meet her very heavy gov-
ol ernmental expenditures. I do not know what is the taxable limit on a
nation's product--Sir Josiah Stamp considers it in his recent book on the
subject, and imagines that it may be much higher than most students of the
subject have believed.

(2) The second is the last part, and that is the curious evasion |
of the fact that it is the increase in currency and not the increase in the Zn
floating debt that is responsible directly for the fall in the mark; and withe
this a justification of the Reichsbank's course. Of course if they could =8
only stop the fresh issues of currency, then and then alone would it be pos=- -t
sible to balance the budgets (and to fleat intemal loans.) The people of o,
Germany are not going to subscribe %o a huge loan in a currency that is cone

tinually depreciating under their eyes.

‘If continuous inflation had not, as we fear, become now a part of 'S
the game, though it may not have been so originally, this letter would meke SUaS
me think that there was small hope for Gemmany's salvation under its present s

t goveming powers. v
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De;r Mr. Pxesident-'
: - You muet not belleve from not having heard from me befbre this that
."jI em at all laoking in appreciatlon of your letter of May 31, and the. most
1 ;\££terest1ng and important information .which you were gOOd enouch to. send me
with.it.» ¥ore then once I have undertaken to start a reply, but conditioﬂéﬁi.
: 7abnoad have been so kaleidoecopic, and the ohange has been o, rapld from time
 to time, that I have not felt that it was pogeible tq “Bend you any \ntelllgant
.comment upon vhnt you have gent me, because it uould be out of dats before it

‘reached you. Thie has been especially true during the last sixiy days.

You were good enough to adopt my suggestion in sending me an English .

Qhen I becene aware of the labor which it had imposed upon you, and as we now

W

"to uitndral the reqnsst and allow ms to relieve ‘you hereafter of this burdeﬂ.

It had been my bope and expectation to attend the mesting of

~‘z;esult.}ecl in postponing this meeting =0 that there scems te be no likelihood of

have excellant facll‘tiea for nmaking translations of that character, permit me "=

5kc§n§ral banke to be held in lLondon sometime» this fall, and ta have the pléasur§5

©. of meeting you there. Variocus developments, of which you are informed, bave '

. translatior of your letter. I felt rether guilty in having mads the suggestion o2

e

#¢ "~ my making & trip abroad until next year - poesibly early in the year. _ This inf;_

pert axﬁlains my delay in writing you, as I was in almost daily axpectation‘of
“ the receipt of advice that the meeting would be held, and of znswering your kind

Yetter in person. | )
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e HE 1 A imat th : o4 Doy o } I o ;
e . ietion cgainst the preperty of the Reicisbank of much
; . P A g S % R Tapen o o o S
grecter gravity, hes teden plece on 26 Of QY.

On ‘thet | day, early in the morniny at about 4
nuarter past eight o'clock Irench troop: and officials

ne building of the Reichsbank in

ssen. They possessed themselves, with the assistance
7 o 2. h S L, ep3e fa vz byl "
of a member of tie sta;f of the 'Lbaenguec de freance”, of

the S¢fe which had just been copened in order to supply

Q
o3
(&}
&
S
oL
o,
P
US}
<h
(&)
18]
g
)
~
o
@
(V]
ﬁ
o
6]
=
o~
(]
3}
N

1
end The megnitude of this sun ezplains itself by the

fact thet The™urges of the very numerous woriingmen in

Kgsen and in the district o) the Quhr require an exira=-

he "iining Union” (Bergbaulicher Verein) in Esser
it A injorms us that the roguirenents. for wuijes Of the whole

dictrict of tir whr on the pauy-dey at the close 0f way

. S B e
cone up to, in round [figurcs, 102 milliards :icrk. Ior

"
[

o e B, 3 P P « , T " ~ o vy
ne ore being required every t-n days aboul

50.000 millions iark jor this purpose. It iS evident




[

vance:

[l
Wi

o
L

o
e

|

er

“

ur«y\,.‘

”

o

-
rn.an

>
F s

necessity

1
v

o

pi
i

=t

1

>
PN

NS

O :O ;41&"

A AN
o R

nn

Mk

ol

<y

o

‘e

PAINE ]

I YL s
| &8 &/ <4

-

r
\

v ol

1 3 A
un

<

N
]
Tt

sti

-
)
-

7
l!

course

~

~

c+
+5
(&}
12

i

—

e
]

or all

I

/
»”
9
LY )

N

v

‘.0
'T‘Owdl‘-,

Q G, o2
L S >
Latd e
Sy [ ~
O ~
Q- 3
o e (S}
w
O, e~y C
. ~q g
\ >
i =
 2nd Q)
~ - w3
58] ~
~ B O
3 ~

c
'
o)
A
¢

nomni
Ir D
5Te . I7

0
he
0

Cr
e
L

"
"W

in the

ermine

Q)7
2w b Ly

T

to be used

-

0 de
lce

e

v

v G QO Iy A

<3 (72} )

() iy WIJ »
& )

o
v
~
C
&
c
I~
(v
-

i

J

Teiln,

A e
L

+he
wies
ok T
L7 A
FRANEECE N
oyl
Wil 67,

-
FEgvs

.
-
be
N
N

ree

b
(B
+ 7

of

J
N

"
vy Ly

ing jirm 0Oj

Ll

&
o
e L L L

Qe

=5

W<

(S
'y
Lr

/

it
I
&)

on .

_.C Z l'l‘b’

tions

.

into

-
.

N

<
T
v

ulh
{

printing
the print
objec

it
b B
o
-

Yy
Y
”
=
w

ST = SR =

'

€
bit, direc

~ S
o

%)
I
ex

enclosure =




R AU 9% = = seTm

oo e = I3, . ar g L . w
0N . i 2 ot e N - ~ o e R
s B ass L T B Jiw Avade o o ki . > il ) bV
con asbads et NPT - by g a 1 Dy
> - M L B e LI TE AR L TR ST
.
¥
. —athibE
\
'
=

e

——r
.

o«

itroops of occupation invaded the printing office

the

o

i

iS. They seized: the printing nl
1o e PR R e SEG . ALC [! n Zlu".J R

i
sh i

.

~
%]
=~
Q
'7\
5
-
Q
S
~
d
0
Q,
<

eets, not yet completely printed,

printed Gut not yet cutl intorjorns as uw2ll as the already
finished bank note jorms, and took thei away. The printin
plates heve been - with exception of on: piece - the
not jully printed sheets, except 41 douule sheets, given
back. Houwever, these 41 doufle sheets «s well as the
Bt :
Jully printed, but not y¢t cut sheets, wnd the already
Jinished forms »h2ve not been returned. The fully printed
rnote sheets and the noi- jorws amount [n aell to a nominal
palue of 1863 millions mars. Iie receirt, givkn by the
Jrencn treoops Of occupaTion, ¢ copy of which is enclosed
in thig letter, shous evicently, that ¢ priori the inten~
tion prevailed, to issuc thosSe pieces «3 genuine ones.
It can, of course, not be the question of genuine notes
in thic case. On the contrary, the illcritinate cutting
into picces o the jully printed sheet: oresents an
act of jorzery. The puiting into circulation of pieces,
cfter cutting thaew cc uwell os of those jorms which were
found clready cutted in the printing house, is tantamount
10 the lasue 5fwﬂﬂ nterieit paper ioney. for, these
pieces do not.ihave the juality of leycl motes; they were
et the time, they ihave been toxen hold of, nothing more
than ¢ groduction oj the printing housc, a mere DProperty
0/ it. It seemed incredibly to us thet the .[rench Fovern-
F nt really might attenpt to rput into cvirculation this
counterfeit paper woncy. owsver, for yreater security,
the weichubeni nes, ot «ll cvents, pubiished the announce
ment, copied in our letter to the Foreian Office, warniny

the public %o
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o, :
Govs*n” gnt that the »isging rpriniing plate togelther with "
the sheets.on whieh printing has been begun,be forthvith
e returned to us,and that the French Govermnment gives to ;;;
us ¢ formel and sclemn assurcnee,that no prints will Pe
taken from the seized platese
The other seized pieces,on which printing is ——

finished,and the finished sheeis notl yet out inio pileces T

s 4 N > AN 27T -y
have not been returned ti1l nove

-

The french commander has,we are teld,refused to return

thero
The wording of the receipt vhigh the French cormissaire::

ot e

srecial ,chef de 1a Sfireté Fran neal ise,in Duisburi,has given :in
justifies the conclusiorn thatlse
it is the intention of the Frenen to put inte circulation
the above mentioned notes and the fully printed sheets s
aftcr having cut ther into notes. B
: We caell attention to the fact thats P
! , the seized fcrﬁs,prs;a*ed by the printinghouse Harrs,by g;:
' ordcr of the printersiiry H.Bixenstein,vhich ¢ working §§£
for us,are absoluiely devoid of any legal feature or ﬁi
~ St
a’ity vhich would give thern the character of legal g
teniders fbankrotes/ as long a8 ihese forms and prints have e
net been accepted,exanined and put into eirculaiion by use.
' The director of the Heichsbank in Hulh: {Ruh 2}
Her: Sehmid,hqs made -the-vorresponding statement and i
, declaralion during the exaninaiior he has besen subjeet to :
in Muisburg on 6 th April in the aflernoomne
Putting the above mentioned pieces into eirculation

pould be tantamount to putting into circulativn false

parcre oneys

The cutting of the fully prinied sheets into pieces

and

S IR T 7 PTG A e Y NPT e e
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anc the issue of ithem vould bs tantarmount to countere—
Py
feiting papermeney and issuing ite
We iherefore beg te ask pou to raise protest with
the Frenen Goverament and to demand ‘the return vithout
-~

delay of the riece
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fa
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To protect the interesis of the money-circulation
ve have been okiiged to rublish LO~JCJ the jfuollewing
announcenents

, ihe forms o] ifwentythousarnd Hark notes,fully
yet delivered to the Refcb°b~rk and not
vet accepled by her,s ezzer by the Vrunch troops of
oceupaticn in the prin tz%é
have not the guality c¢f legal ienders fbankrnotes) and,
tiierefore,vill not be redeemned by the Reichshanke. He
sarn the pudlic asking them not to accept those notese
Iney ecan be recognised by the double letier HoX.vhich
t.ey show in the lefi corner below,above the stamps,
0:: the»face{

fhe further priniing of similiar note: has been

ctoppede”®

The Board of direciors of the Reichslianke.

————— e

On ithe basis of this letter,the Foreigr Office has

o
b

rected a note of protest tc the French Government,

viiieh howeveryhas nodl leen cnswered as yelo

house EoMarks in Hilheim (Ruhr) =
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e Luighourg, l1e 6 avril 1923
Arnee Frangaise du Rhin ;:
E.M,, 2ene Bureau, 5.2. 2
| -
- Seryvice de Sirete
Secteur de Duisbourg
] Ho., 1122 .Dg. o
R e

=
©
0
=

de Ia somme de un miIlion huit cent soixante six

-
=
o
i~
[
o~

lons {1.886,000.000/ scisie ce jour a 1’imnrimerie,

Hagrxs Irnest.adlnlhein, dans le but de suppleer

cux reguisitions cuquelles le Gouvernemant allemand, w—
t

0
; contrairenent a 1’arrangemen rhénan, se refuse a
1 satisfaire.
Le Commigsuire spéoial,
Chef de la Surste “rancaise:

lstanpl , stgnature:
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