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MAY IT PLEASE Youn ExcEUiliN'CY: 

We the Commissioners appointed by Letters Pntcnt elated the 
15th day of November, 1935-

to inqniro into, the monetary and banking systems at present 
in operation in Australiu, ancl to. report whether any, and. if 
so wliat, alterations are desirable iu the hltcr<IBts of the pcop}(l 
of Australia as a whole, un:d the manner in whieh nny slleh 
altcraJ.ions shoul<l be· effcctccl, 

have 110w the honour to submit· our 1·cport. 

INTRODUC'l'ION. 

The first pttblic session was held at Melbourne on the 15th 
.Jnnuary, 1936, when we begun the hearing of' oral cvidrncC:', for 
which purpose we hcltl 105 sessions. 'l'hcsc sessio1L~ were J1rld iu 
8rdncy, l\[clbournc, Brisbane, .Adelaide, Pertl,, IIobart and Lauu
c11slon, and in nll 200 witnesses wci,:c examiilecl. In nclclition, we 
have received numerous written commnnicutions· from iuaivi<luals 
and organizations interested in the subj~ct of our inquiry. 

At the first public session, mi n~nounccimmt was mndl' with 
respect to the course of our inquiry. Pursuant to this aunouncemcnt, 
e\·idence was tnkcn from representatives of the Commonwealth Bank, 
the trading bnnks, mul other institutions concerned with the issuC' 
and supply of credit. ,vhcn we were satisficcl that we· were in• 
JlOssession of adequate information with respect to the- existing 
system, we proceeded to take evidence from C'conomists. rPJll'C'i<'nta• 
-th-cs· of in<lustry and commerce, and the public generally. 

In order to give every· opportunity to the public to present 
criticisms of the system, nnd proposnls for its mm•ndmcnt or reform, 
nn invitation wns issued· through the press, prior to the sittings· of 

• the Commission· in each city, to organizations nnd inclh-iclnals desiring 
to be• hcnrd. All who intimated their desire to appear before the 
Commission were given an opportunity to· present their views. 

We desire to acknowledge the help that we have reccivccl from 
many different sources. Questionnaires were addressed to. all the 
banks, and to other financial institutions and 01:ganizations concerned 



in the iSSuc or supply of credit, including pastoral· finance companies, 
assurance societies and companies, trustee companies, building 
societies, und stock exchanges in the various States. Qucstionnah-cs 
were also. addressed to organizations which wo 1·egardCd as rcprc
scntntivc of the users of credit, as for instance, to chambers of 
commerce and of manufactures, and' associB;tions of 1>rimary producers 
nnd of retailers. Representatives of all these institutions and 
organizations attended before us, and were examined upon their 
auswcrs. In addition, questionnaires were uddi·esscd to economists 
in all States, anc1 we obtained valuable assistance from their cvit1enee. 
W c arc indebted to nil these and to otl1er witnesses, who attended 
:it our rrc1m•~t, or Yolnntarily, for the tin1c nnd thought clcvotccl to 
tho preparation of their evidence. To supply the information which 
we hnvc obtained from the banks and other finnncinl institutions !ms 
involved them in detailed investigation and exl1austive· analysis. We 
l'c'COt'Cl the fact that all the information for which· we l1ave nskccl 
hos been supplied. 

We wish to acknowledge the se1·vices of Mr. E. R. Reynolds, who 
was appointed as Counsel to assist the Commission, during the early 
stngcs of our inquiry. 

We are deeply indebted to our secretary, Mr. W, T. Harris, and 
to our economist, 1rr. J. G. Phillips, for their assistance throughout 
om· inquiry and in the prcparfttion of this. report, and, we desire to 
rxpress our a1wreeiation of the services rendered by the assistant 
secretary, i\fr, W. J, Swan, and the other· members of tho staff: 
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CHAPTER I. 

THE AUSTRALIAN ECONOMY. 
l. In order lo understand. the working of the moneta1·y and 

• banking· systcin, it" ia essential to consider the characteristics of' the 
Australian ,economy, of wl1ieh it forms part. Australia comprjscs a 
large territory wlth a Jiighly diversifiea and seatterea production. 
The main produetiYe, areas ,are: Qneensland (south from Int. 
16), New South Wales, Vieio1·i11, 'fasmanin, South Australia (as far 
north as lat. 33), Western Australia (the south-western comer 
and a belt, 300 miles wide, along the coast northwards,, also the gold
miiling arcns, which. nre farther' inland), and the Northern 1'crritory 
(in a fow areas mostly within about 300 miles of the coast). There 
i$ a large area in the interior of .A.nstralia in w11ich, pr.oduction is 
negligible. 

2. The prodl.1ctive areas differ greatly in soil, rainflll1, templ.'ra
ture and other conditions, and· even within these arens there are con
siderable variations. l\funy -of the coastal regions, especiallr in the 
Eastern States, han: a rainfaH ol: about 40 inches or·morc, but ns·thc 
distance from the coast increases the rajnfall diminishes, and, ('XC('J)t 

in 'l'asmnnia, the average amiual rainfall in the inner productive arens 
is generally from 10 to 15 inches, with high evaporation. In, thcs, 
inner areas, the 1·aillfall is uncertain, at times there are severe 
clroughts, and, the retul'n from a· given area is much lower than in 
districts ,vhere intensive· pl'oduction is possible. It has been necessary 
to construct m{lny miles of railways; carrying but little. traffic, so that 
marketing of tlie prodµcis of these areas may be possible. 
Tho interior is generally best adapted', and. is mainly used, 
for sheep~raising or wheat cultivation, ancl sometimes for cattle. 
Where the rainfall is greater, and other conditions permit, procluctiou 
is more intensive, and dairy products, sugar, tropical, and 
temperate· fruits, and forage, are produced; also fat stock and 
farmyard products. 

3. 'J.,he minern1s· principally produced arc- gold, coal, sih·er, 
lend, iron, tin and copper, which, are obtained as follows:-

Gold-in all States, but mainly in Western Australia. 
Coal-in nil Stntea c.,cept Sontli Ausfralia, but. mainly in 

New South Wales. 
Silver and lead-in ;N"ew South Wales, Queensland and 

Tasmanis.. 
Iron ore-mainly in South Australia. 
Tin-mainly in New South Wales, Queenslancl and Tasmania. 
Copper-in Queensland and, Tasmania. 
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4. A very large proportion of the primn1·y production is 
exported, and· the value of these exports forms a large prop~rtion 
of the total value of production. The Australian economy is.thcrefo1·e 
materiaUy nffectcd by variations. in overseas prices. 

3. '!'he first settlement wus in New South Wale,;, towards tlw , 
close of the 18th century. Conditions p1·oved to be part.icularly 
fovornblc for 1111stornl production, and tho foundation. ,ya_s laid of 
the wool industry, which. has since developed into the most valuable 
ex1,ort industry of the Commonwealth. 

6. Wool was the principal product of the continent until- 1S52; 
when gold, took the first place. The discovery of gold in New South 
Wnl,•s am! Victoriv: attracted immigrants--<,specially to· Victoria
and I.he population of the continent in.creased· from• 405,000· in• 1850 
to 1,146,000 in 1860, contained mninly in New South Wnles (349,000). 
nn<I Victoria (538,000), From 1859, the gold yield began to 
decline, and the downward trend continued till nbont. 1893, when 
gold was discovered in large quantities in Western· .Austrnlia. D.ul'ing 
the ten ycu1·s 1901 to 1910, gold production reached its liighest point. 
Ptoduction seriously dec?:enscd until 1930, since· when. therc~Ju1s been 
n substantial increase .. 

7. Shortly after 1860, the value of wool p1·oduction in .A:ustrnlin 
cxcecdecl that of gold, and jt hns maintained that position cve1· since. 
The }lrodnction of. wool is now second in, order .of value, 'being exceeded 
bl' manufacturing and followed by agriculture. 

8. F1·om about 1860, tlemands for closer settlement of' the land 
became insistent. In Victoria the demands were. emphasized by the 
need to provide employment for· those rendered idle by the decline 
in gold-mining. Since that time increasing attention has. been directed. 
to the development of agricultnral and pastoral resources. These 
forms of pl'oduction in many cases have been extended into marginal 
areai;. The importance .of rural industl'ies will be· seen from thc:fact 
that, according to the census of 1933, tbe•persons directly employed in 
those ind\\strics numbered 548,000, out of n total of. 3,156,000 bread-· 
winners, and that for 1934-35 the net value of rural production• was 
£128.72m. out of a total net production· of £30l.75m. 

9. 'l'hc unemployment resnlt.ing:· from the decline in the golcl yielcl 
aftet· 1859 was greatest in Victoria, and in that State .land settlement 
policies were snpplemcntccl in 186~ by tariff measures, designed to 
encourage the development of secon<Jary industry, and to relieve 
unemployment as well as to provide n more balanced economy, 

10. '£nriffs had also been imposed in the otl1er States prior to 
1-'edcration, but the~T were designed· more .fo:r revenue purposes and' 
less for "protecth·c" pm•poscs thnn tl1c Victorian tariff. With 
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]'edorntion, tlie· power lo impose customs duties passed to 
the Commonwealth,. and the encouragement and protection of .mnnu•
facturing industries· has. been an important feature of Common
wealth legislation. Manufacturing production has now become· in 
value the p\'incipal form of production in Australia, 

11. lfost of the sccondai·y industries are eo1Jeo1Jtl'lltccl in S,vclncy 
and Melbourne and acljuccnt ureas. This development has been cl\\e 
to several causes. These capital cities ho;vc always been the most 
))Opulous cent1·es, possessing a greater supply of labour and a larger 
local market than other places. Theil' growth as manufacturing 
centres has been facilitated by Government policy, which !ms provided 
for the convergence on them of most of the railway systems com
munionting with the jntcrior, and for their development ns ports. 
'l'he general trend towards concentration o'f manufacturing. units 
has also strengthened their position, The relative importance of 

• S"ydncy and l\1clbourne as-manufacturing centres has increased since 
Federation, ancl they arc the mail,. suppliers of Australian-made 
goods to the rest. of the Commonwealth. In other States the same 
considerations have contributed towards the establishment of 
secondary industries in or near the capital cities. About 47 per cent. 
of the population· is contained in the capital cities of the States, 

12: Th<.' establishment of banking and other financial institu
tions followed settlement in New South Wales and Victoria, The 
wealth. obtainc,I from wool and gold in those States provided large 
supplies of cnpital for tho development of Australia, and provided 
the means for the opening in other States, in addition to the smaller 
banks catablishcd there, of branches of banks whose head offices or chief 
Auatralian offices were in Sydney or Melbourne. Some of these 
smaller banks huve since amalgamated with the larger institutions, 
and the importnnco of Sydney and Melbourne ns banking centre.s has 
thus been increased. The. factors that !,ave brought about concentra
tion of banking J1ave also operated in the· case of some other financial 
institutions aml' these cities have thus become the main centres of 
the financial system of the continent, 

13. The tables in the appendices (pages 347-354) illustrate the 
growth ot the .Australian ceoI!-omr during the present century. 

Public Fi11a11ce. 
14. '11he monetary and banking system of Australia is materially 

nffeoted by government finance, The loan policy of governments, the 
budgetary })OSition, taxation, interest -payments, and sinking· fund 
provisions and· operations, are aU of. importance to the system; 

15. It is convenient to begin with a consideratfon· of the 1mhlie 
<lcbt. At 30th· June, 1936, tJ1e debts of the Commonwealth and 
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States amounted to £Al,403,320,000 (including oversens debt. at rate 
of £stg.100 = £Al25), or about £A207 per· head of the population. 
The following table shows the internal and e:i:ternal.debt at 30th.June, 
1936:-

TolaLDebt .. 
tln million, or pounds' AustmUan.) 

Au.atralln.. London. ~twYork. Tolnl. 

.£Am .. £Am. £Ao,, L\io. 
Commonwoo.ltb 218.,0 IDG.36 20.« 434.20 
Stat<s -147.26 486. 12 36.14 060.12 

Total 065.06 681.08 56.68 1,403.32 

16. The overseas debt amounts to. about 53 per cent. of the 
whole. The foUowiug table shows the movement of this debt over 
five-yearly periods since 30th June, 1901. 

At.30th Juno,.1901 
llive-yct1.rly l1crioJ-

lBt ,July, 1001, to 
June, 1000, .. 

Jet July, Hl06, to 
Juno, 1011 .. 

hit ,July .. 1911, to 
, Juno, 1916 .. 

l&t July, JOH}, to 
JWlo, 1021' .. 

lat July, 1021, to 
Juno, 1020 .. 

let July, 1926, to 
Juno, 1031 .. 

1st July, 1931, to 
Juno, 1036 .. 

Overseas Debt. 
(In millions ot potznd11 11tcrJi~g.) 

30th 

soii, 
3oi1; 
30,i, 

soih 
aoil1 
30,i; .. 

Inercuo In overscns debt. 
(dccrca,.o 11\own -). 

Common• St.ltca. 'l'otal. : wcolth. 

£Stg.,n. £Stg.m. .£Stgan. 

12.62 12.02 

3.82 -8.64 .18 

33.20 40.811, 80.17 

65.46 36.U 100.00 

43.00 88.86 132.'lO 

28.12 66.70 04.01 

.-1.95 -7.06 -0.01 

Tot.,t,\ ovel'1!Ca!l lndehttd.nee.-i 
at.cudofJHltlod, 

Comtnon- St.ates. Toto.I, wt,alth, 

£Stg.m. £Stg.m. 
177.80 

·£.Stg.m. 
, 177,89 

190~51 190,61 

3.82 186.87 '100.69 

37.11 233.'15 270.80 

102.67 • 268.80 371.46 

146.47 367 .76 604.22 

'74',60 42'-.M •on.13 

172.M 417.48 U90.l2 

1'he ovc_l'scas debt outstandin? at the end of any financial yeal' reached 
'.ts maxunum of £601.6lm. sterling in 1982. By the 30th June, 1036, 
it had been reduced by £11.49m. sterling to. £590.12m. sterling. 

17. 1'Jic oversens indebtedness at 30t11 June 1936 includes 
~0.74m. sterling on account of the war, of which '£79.7~. sterling 
1s dne_ to the British Government for moneys borrowed and· expendi• 
turo incurred on behalf of Australia. Tho debts. to the British 
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Government' were consolidntccl in 1921 under an arrangement (tho 
u Fundi'Jig· Al'rangcmcnt "). which fixed the totnl amount due nt 
£92.48,n. ste1·ling, aml provided for an annual payment of £5.55m. 
sterling, to cover interest and a sinking fund to cnnecl the debt in 
about 35 years. l3y agreement wit.h the British Government, no 
{layments have been made· since the financial-yenr 1930-31. The 
sinking fnnd payments, macle under this Arrangement, reduced tho 
amount owing by £12.76m. sterling to £79.72m. sterling, The 
romniniler of the o,·erseas war <lebt amounts to £11.02m .. t;tcrling . 

18. The foHowing .stJ1tcmru1t shows the <lirections in which loan 
,rn;mcys huve b~en spent:- . 

TOTAI, LOAX llXPSNDITURll; COMMONWEALTH AND STATES 
'IO 30n1 Jtn:E 1 103ti. 

.£m. 
GESERA~ 

Rn.ilwnys . . 3117;73 
Ronds1 l>ridges, hurl,ours, ril'crs . . 85.55 
Tramways 13.76 
Wntcr 1mp11ly . . 7G.-1!1 
Scwcrni:e 22,75 
Xlcctriclly supply 26.02 
Public huih1h1gs 37,30 
l'oKt oflkc, telegraphs, tclepho11cs . . 41.0ii 
Housi11g . . . 10,:10 
M'K'nl Go\·ernmcnt 1onnl\ 01111 ,mc11111\n~•t11ent relief . • 4:t.l:i0 
}!\1dern,l. Cnpitnl 'l'crritory 7,78 
l>cfonC'u i.M 
Other 1mblic works 21.25 

J'RutARY P1tonuc·r10~ ..... 
Lall(\ ecttlcmc11t1 includiui: nch·nnces 
Wutet consernition, irrig111tion und drninngc 
Agricullnrc, inch111ing ogrit'ullurnl banking 
Miucs, minernls 
Other 111·trnnry }Jrudnction 

WAR r11npOSP.S 

O,:nEn PURl'OBKfl 
DtSC(llJXT A~P l?r.OTATIO~ Rxn:~Sf<:S 

FUNOil'lo at· lJmmn; 

700.73 

01.94 
28.10 
22.28 

5.80 
0,74 

la7J)6 

367,0S 
27.84 
35,41 
82.03 

1,440.10 
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rn. r11lw total munrnl interest payuble on the debt at 30th ,June, 
1936, wu:-. £A50.l 3m., of wlliell £A2-1.2lm. was pnyabfo on internal 
loans um! £.\25.02111. (£20.74m. stel"ling) on cxterllal loans. 'I'l1e total 
of £A50.l3m. inclndcs £A7.!J8m. for intc1·cst on war· loans. 

~O. Ag11insl the interest bill, however, may be set the excess 
of J'cccipt~ m·cr working costs of government entci:prises, less sinking 
l'und contrHmtio1m. 111 a few gol'ernmenL untlcrtakings, working 
l'XJ>l'll1'.!Cs anti l'l•ccipts arc not brought into the consolidated revenue 
J'unt.li; arnl thc:,;c figures arc not available. rrhe figures available for 
19:JJ.36 ~how nn t~xccss of receipts over wot·king costs of £A20.54m. 
After lll•c1n<!ting £.A9.10m, for sinking fund' contributions (which 
inl!it1dl's coutribntions on all loan expenditure, whether fo respect of 
tJw.,;c cntcrpJ"ise:s 01· .for other purposes), th<H'9 remains £A.11.44rn. to 
be set oil' against tlw total interest bill of £A50.13m, '.!'his leaves a 
net figure of £A38.69m, or u little less than £A6 per head of popnla-
tion, to bc-met by taxation and from other sou1·ccs. · ' 

!!J. 'l'hp net ,·nluc of the production° of Atistrali:t fm· 1935-36 
wa .. about I.L:\:l25m., of which abont 8 pew cc11t. wat-i 1·uquil'ctl: to 
provide the inl11rl'sl puymenis1 amounting to £A25.H2m., to o,·erseas 
bou<lholdr-rs. 

22 • ..Although thr direct 1·eturn from go,,cz·mucut JouIL cxpcmdi
tlu·e ns a whole is insufficient to pay the total interest and sinking 
fund contributions, there are indirect compensations. 'l'he increased 
1acilitie:,; .-ind better living conditions provid(':d by means of this 
l'XIiend1turc ha,·c enabled the countt•y to increase production and 
sup1,u1·t a larger populntiou. From n national point of' view it has 
l)f'm1 t•rmsicl{'l"N1 th:1:t Jargc> nrcus capubfo of being made producth-e 
could not bC' left 1cllc1 although Urn direct return might ilot suffice 
to }my charges on the debt incm·recl. 

2.3. l t was genera Hr believed that the commm1ity's in.tercsts 
co1~Jd brst be_ SN·v_cd by tho· State providing fnciJities, e.g., railways, 
winch otlH.'rw1se uught not have been provided at all or would not Jiavc 
h1ern prm•idcd hr privatC' enterprise as mpiclly or !O' the same extent. 
11 

1
1r these r?asons a great deal of capital which might otherwise 

luwc been mvcsted in private enterprise has been invested in 
Australian government securities. The holders of those securities 
h:ivr regn}arly received interest on theft.• invi:stmcnt, and t11eir prin
cipal has bC'en secure. "TJ1ere similar acti,·itics }wvc been undertak,m 
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by private enterprise, investors have, in many cases, suffered u 
reduction 01· loss of income, or a loss of capital. 'l'hc security of the 
capital valu~s of their government investments has given to largC' 
Australian institntions a degree of stability which hus been of benefit 
to· the community, • 

2<1!. 'I'he extent· of State enterprise in Australia is indicated by 
the proportion of the total assets of the community owned by the 
various governments, 'rhe latest detailed investigation into the 
wealth of Australia was pnblishcd in 1934 by the Commonwealth 
Statistician, and relates to the year 1929. He estimated the private 
wealth in Australia, irl'espeetive of domicile, of owner, to be 
£A3,351m. '.rhe loan expenditure of the Commonwealth and States at 
that date, excluding wa1• debt and revenue deficits, amounted to 
abont £A790m. In addition,. there had been some expenditure from 
revenue on works for capital purposes; and also local government 
capital expenditure to the extent of about £A135m. It is difficult to 
say what valuation could be placed on tl1e assets represented by the 
expenditure of Commonwealth m,d State Governments; some of the 
nsseis will have clcpreciated, some, such as lancl, will have appreciated 
in value; others will have <lirmppcarecl. Another factor which has to 
be taken into account is that the value of money has, val'icd from time 
to time. Although there must be considerable assumption in making 
an estimate, it woutd appear that in 1929 the total assets in Australia 
coukl be valued at 11bout £A4,000m., an,! that between one-fifth and 
ollc-sixth of the total was then 1·epresented by assets clircctly provided 
by government expenditure. There is no reason to believe t,hat the 
proportion has since appreciably changed, 

25. Some idea of the part played by governments in, the economr 
i.s also shown by the proportioll which the number of government 
employees bears to the total of breadwinners. According to the 
ecnsus of 1933 the number of breadwinners was 3,155,621. At this 
elate about 218.000 or 7 per cent. of the total; were employed directly 
by governmenis. Statistics are not available to show the comparison 
lietween total earnings of government employees and all other 
recipients of income; but in 1934.-351 salal'ies and wages of government 
employees were about £A51m. out of an estimated national income of 
£A518m. 

26~ As t1rn loan expenditure of governments forms a very large 
proportion of the total capital expenditnre in Australia, the rate of 
interest on government borrowings has, an important inff~enr.P. on 
other money rates, which in turn affects them. The followmg table 
sl1ows internal loan issues made since June, 1931, and t}ie rate of 
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interest paid, together with the ruling rate .of interest on two years' 
fixed deposits with the trading banks at the time of issue:

!Nl'BRNAL LOANS AND INTEREST RATES, 1032-1037, 

F.ffcctlvo 
Trntllni:Dnnks" 

Arnountur lntcni:1t ylcli.l per Ycnrot Date. Uato cent, t\1'oyra111' 
Lo:1.u. I•crccnt, lnclud!Ull lfnturlty. Fixed DcJ)O!lt 

lledCIDJ'ltlOu. lt:.te, 

£m. Percent, £ Porccnt. 
Novomtior,, 1932 s.oo 3} 3 l6 0 1942 3t, 
M11,y, 10:13 .. 8.40 3! 3 15 0 1942 3 
Novoruber, l9:3a 10.32 3i 3 l:? s 10-13 3 
Juuo 1 10:14- .• l:!,23 a; 3· 7 8 11148 2; 
November, 193-i 15.06 3 3 0 Ii 1048 2½ 
,luno, rn:m .. 12:51 3i 3 8 Ii 1949 2;, 
Novomhor, 1035 7.06 a; 3 15 6 1949 2½ 
Juno, 1036 .. 0.02 a; 3 17 G 1951 3 
November, 1036 7.52 a; 3 10 4 1061 3 
!llo.y, 10:11 .. 7.60 3l 3 10 1 1948 3 

27. It w11l be seen that, smce l'-{ovcmber, 1934, the· differences 
between the rates of interest on the loans raised and the rates on the 
fixed <leposits of the tl'ading bnnlts arc greater· than the differences 
prior to that date, although the amounts of the loans _raised since then 
ha, e generally been lowet·· uud the positfon of government finances 
has much improved. 

28. 'l'he sources of investment in goYernment securities are 
indicated by the following analysis of th0 holding~,. at 31st December, 
1P36, of'long-term government securities maturing, in .Austr:ilia:-

HOLDINGS m' LOllG-TERM GOVERl/llENT SECURITIES.• 
Ildd by 

C'ommonwcnlth llnnk-
Gcncrnl B1mking lJt.!pnrtmcut .. 
Srwings Bank 

Amount o! hotdlni;s 
(at fncc vnlue). 

£Am. £Am. 

.. 27.47 
.. 83.83 

'l'rn1linfl' lmnla .. ., 
111.30 
20.26 
42.82 
38.32 
GI.OB 
15.02 
20.20 

Savings bnuks, other tlrnu Commonwcnlth Snvings B':tnk 
Trustee compnnics (mninJ,Y trust funds) 
Insurance compnnic!I 
8111ic1·nnnuntion funds , . . . . . . . 
Govnrnmcntnl trust- Cuncls nml scmi'-go\•cr1ummtnl' nu't11oritics· .. 
]i'ricndly societit•s nll(l trade unions 
Other institutions nml general puhlic 

Bo11tls-unc)assificd 

Total 

1.40 
.. 276.71 

687,07 
25.0ll 

.. 612.16 

nf'f,;, NOTP..-Thls tnhlc llol's not l11clucle troasury-bllls und otller short-term Indebted-
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29. The monetary and bnnking system is atreetcd not only L:,. 
government lo~ns. but by government revenue finance. The following 
table shows the position of the reYt'UUe accounts of the Commonwealth 
and States from the financial year 1929-30 :-

GOVERNMENT HE\'RNCJ~ ..\CCOU~Tl-l, l!l2!l 30, TO I030 :Ii. 
(Surplus+ Deficit-.) 

Hl20•:«J; IO'J0-31'. I{/:ll,32. 10:t'.!•3311,.,"." '"~'·" I ""·~/!:1~~ 

£Am. £Am. £Am. £Am, £Am. I £Am, I £Am.:\ £Am. 
Commonwcnltb -l.4i -10.70 + 1.31 -t·:J,6lj •t-l,30j 1· .71 ~:1.&i T J):i 
States . . -8.23 -14.00 • -18.31 -8.2:!I -6.Sif -3.81 -2.4-1 -1.34 

Total .. -0,70 -25.66· -17.00 -•1.081 -5.571-3,IOi +1.1:1
1 

-1.29 

30. The effects of the dcprt'ssion on go\'N'llml~nt finauct's lt~d to th1• 
adoption by the Commonw"alth and State Govt'rnment::, in June>. 
1931, of the "Premiers' Plan'', hr which nll go,·c1jnments und"rtook 
to bring into effect the following mt'asurL•<;, with a Yit•w to rrhahilita
tion of the finances in. such a way ac: woulcl 11istributt' a" eqnallr fi'

possible the reductions· in incomes· involved:-
(a) A reduction of 20 per cent. in all ndjustahle government 

expenditure, as compared with the year ending 30th 
J unc, 1930; including all emoluments, wages, salaries, 
and pensions paid br the Governments, whether fixed by 
statute or otherwise, such recluction to be equitably , 
effected; 

(b) Conversion of the internnl debts of the Governments on 
the basis of a 22! per cent. reduction of interest; 

(c) 'l'hc securing or additional revenue by taxation, both Com• 
monwealth and State; 

(d) A rcdnction of bank and savings bank rates or interest on 
dCposits and nclvances with the co-operation of the 
banks; 

(e) Relief. in respect of private mortgages. 

rr11ese proposals represented the greatest effort in econom)!' and 
taxation which it was considered safe to attempt. It was anticipated 
at the time of the Plan that, as a result of these measures, the total 
estimated' deficits for 1931-32 woulcl be reduced from £A41.08m, to 
£A14.65m. It will be seen that the actual deficits for tliat year 
totallccl £Al 7 .OOm. 
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31. Dm·iug the year 1929-30, the Governments issued. ti-casury
bills in Australia ns a means of providing funds to meet revenue 
cleficils ns well as for loons for public works. •rJ,c • nmount of the 
trcasurv-bills outstanding, and the rate of diseount at the time 
oi: issu~ nre as follows:- • 

'l'REASIB\Y BILLS IN AUSTR,IL!A. 

1930 
1931 
1032 
1933 
1934 
1936 
1930 

30th June- .Amonnt out.,Wmllnjl, 

£Am. 
2.30 

!!0.02 
44.90 
•IS.87 
48,47 
46.12 
47.01 

ltntoold!Jcount. 

l,or cont. 
6j 
0 
4 

2& and 2t 
21 
I¾ 
I¾ 

32. 'l'ho following. table shows the combined revenue aeeom,ts of 
Conunonweolth and States for the year 1935-36 :-

REVENUE. EXPENDITURE. 

'1,'nxation-
Customs duties 

wealth) 
Excise duties 

wealth) 
Iuco1nc tax: 
Land tax . 

£Am. 

(Common-
.. 28.07 

(Common• 
. . 13.37 
. . 21.72 

2.73 
Succession duties . . 5,46 
Sales tAx ( Commouwealth•) 9.43 
Uncmployrncnt tax (States) 8,Ir 
Flour tnx (Commonwealth) 1.15 
Otl1cr taxation 9.14 

'l'ot.1.I t:t:mtion . . . . 09.24 
Tcrritorio.1 (Stn.tcs) .. 4,20 
Interest on 1011.ns to loonl bodies. 

{Stn.tcs) . . 8.41 
Other rcvcnmi

Sto.tes 
Commonwealth 

Curded forwnrd 

7.03 
3.33 

. . 122.8! 

Jnterest
O·rerscae .. 
Australia .. 

£Am. 

. . 20.01 

.. 2•1.1:l 

51.04 
Sinking ll'und . . 0.07 
Invalid nnd Q}d-ngc pcnsio11s 

( Cornmonwcn.lt11) . . 12.80 
Wnr pensions liml reratriation 

(Commonwc11.ltb) ... 8.ii!i 
Dcfcnoo (Commonwea.Jtla) . . 4.34 

tUncmptoymcnt (-Stntcs} :i.16 
Education (Stntcs) . . . . 10.22 
CJ:uritnblo aud l10t1ltb fStatcs) 5.52 
:J.>olicc·nnd p1mnl (States) . . 3.Ss 
~lines, lo.nds, agriculture nncl 

forestry (Stntcs) . . 2.80 
:MisceUnncous (Stntes) . . 10.58 
Administra.tive, territories, 

bounties, public works ;in<l 
misccllp,ncous (Common• 
wealth) . . . . 8.38 

Carded !onmrd .. .. rno.0:1 
• }~xcludlng, In the cnsP. ot Quccnslnml, £2:40m. whlcl1 wns pnlfl: to a apeclnl fllnd. 
t Exch1<llng, In the cn111i of Quccnslnntl. £2.0t:im. which wns 1int<l !rom n 11pcclnt fund, 
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ltEVENUE. EXl'E:>!DlTL'ltF.. 
Uroughl. £orwnrtl .. 122.81 Druughl. forwnrd l,lti,IM 

llnsiuess undcrtnkingi,
Post Oflke .. ,~.87 
lto.ilwnys un<l 'l~rnmwnyi. . . 45.5D 

Other {St.ntcs) 0.0-1 

'fot11l Business umfortnkings UG.50 

GrnutiJ nnd payments by Com-
monwealth to States .. Ii.02 

200.:13 

Undm.i~s 11111lcrlnki11g$ {ci.:clu 
siv1.1 of inturcst an1l sinking 
fmuls)-

l?OS\. Oniell !I.ii 
Hn.ilwrl)'S uncl t.rnmw11y:; . . aa . .ir, 
Other (Sltlll'Sl 2.sn 

Totul llusincss undcrtakmg:i 1;i.1111 

Co111mo11wc11lth <:runts to Sttttcs li.02 
Amo1111t of ('ommonwcalth 

i;rnnt~ to Stutes puicl by 
8talc11 to s11ccial fnmli;, e.g., 
Sinking i•'uud fi. 111 

Total <'X!Jtmditurc 
SurpJ11s 

.. 205.211 
J.J:J 

2on.:1:1 

33. Tht' tn·oporlion ot thl' cst.imutcd ttntionnl iiH:Oml' whiC'h \\:1, 
taken in the form of income nurl \memplormr.nt ri"lirf tm;:p-: ,,·11-. a-• 
follows:-

10:rn-:11 .. 
rn:n-:12 .. 
Jl)3i)-!J!I .. 

1'he li'inancial .llarccmcnt. 

l't>ri~•nt. 
7A 
7.2 
5.0 

34. '!'he-l~inancial Agrocmcnt, of 12th Dcct'mbt•r, 1!J27, iJl'lW1•p11 

!:he· Commonwealth and Stntc Gonwnmcuts, wns Utt• result oI ctl'orl8, 
1·xtcnding over sm·m•al years, to bring about more satisfactory finan
cfol !'elations· between the CommomrcnJtl, mul· the St.Jtcs, and jl 
marks an· important <lcvelopmcut. iu ..A.ustrnliau go\'l'rnmcnt financ1•. 

35. In the first instance, the schcmC' wm; ildopt<'d by tlw vlll'ion, 
govct·nmcnts,. and certain of Hie 1n·oposuJs wr,·c brought into C'ft'rrt. 
in respect of the period ·from 1st ,Jul~·, 1927, to 30th June. 1!)29. h~ 
the statnt01·y ratification 0£ the Yarious Pnrliamcnls in 1928. Hut 
in order to give permnnent effect to Urn pl"oYi'sions of th(' Agrc<'mrnl. 
it was necessary to amend the Constitution-by conferring upon 1111• 
Commonwealth the powers now given by Section 105A. This aml•ml
ment of the Constitution wns approved by n rcf('rcnclum tnkrn in 
November, 1928, and the Financial .Agreement was finally validated 
by tlic· Financial Au1·oenm1t Validat-io1> Act 1929. 

36. 'l1hc. Agreement covers. n Ynriety of matters and l1as fnr
renching effects. The most important pro,•isions' are those which 
relate to ·the consolidation of the public debt, the regulation of 
government borrovdng, and the sinking funds. 
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37. 'l'he pl'incipal pCrmanent provisions arc ns follows:-

1. Consolidation of public debt. 
('a)' On 1st Jul~·; W29, the Commonwealth took over 

"(i} the balance then unpaid of the gross public 
debt of each State existing on 30th 
June, 1927; and 

(ii} nil other debts of each State existing on the 
1st July, 1920, for moneys bo,rowed by 
that State wliich by this• Agreement arc 
dccmc<l to be moneys borrowed by the 
Commonwealth for and on behalf of 
thnt-State-

nnd will in respect of the debts so taken over 
assume as between the Commonwealth and the 
States the lfobilities of the States to bondholders"· 

The interest on these debts is. paid by the Com• 
monwealth and collected· from the States, less the 
sum of £7.58m. per annum, which is. provided by 
the CommonwenJt.h for a period· of 58 years. 

[J. 'rhc regulation of go,·ernment borrowing. 
(a.) The ,lust.ralian T,onn Council is cstnhlished. It 

consists of 1·cpresentatives· of the Commonwealth 
and of cacl> State. 

(b) The Commonwealth and· the States agree that thcr 
will from time· to time submit to· the Loan Council 
their loan programmes· for each financial year. 

(c) If tho Lonn Council. considers that. the total amount 
of the programmes cannot be liorrowP.d at 1·eason
able rates and' conditions,. jt determiiles what 
amount slinll be" borrowed. By n. unanimous 
decision, this amount can ,be allocated between the 
0ommonwcnlth and tlie various States, but in 
default of a unanimous decision, n formula is 
provided for that purpose. 

(cl) Rc,•cnuc deficits which require to be· funded must be 
included in the• foan programme, but borrowillgs 
for "temporary purposes,, need not De included. 
Borrowing by· the, Commonwealth for ,}cfcncc 
purposes. is not subject to tho agreement. 

( e) Subject to .the decision of -the Loon ·council, the Com• 
monwcalth is to• arrringe for nU borrowingsj includ:. 
ing those for conversions, renewals, and: redcmp~ 

• ! 
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lions, but the Commonwealth or n State, is at libertv 
to borrow in the following circumstances:- ~ 

(i) The Commonwcnlth or a State mny borrow 
fot· "temporary purposes" by overdraft or 
fixed or special deposit subject to maxi
mum limits (if ony} d~cided by the Loan 
Council for interest and other charges. 

(ii) 'fhe Commonwealth muy borrow within the 
Commonwcnlth, or a State within its terri
tory, from auUrnrilics, liodies or institu
tions, or from the public by counter sales 
of securities, and it may use any public 
moneys which nrc avnilnblc. But the 
interest and other charges must not exceed 
any mnximum decided upon by the Loan 
Council' from time to time, nnd any 
nmount so borrowed is to be considered as 
part of the borrowing programme for the 
year ; any excess is to be considered· as part 
of the programme for the ensuing year. 
The securities issued for moneys so bor~ 
rowed arc to he Commonwealth securities, 
to be provided by the Commonwealth on 
terms to be approved by the Lonn Council. 

(iii} A State is nt liberty to borrow overseas if 
the Loan Council by unanimous decision 
so dociclcs. Jn that event, tho Common• 
wealth is to guarantee the performance by 
the State of all its obligations.·to its bond
holders. 

III. Sinking Fune] provisions and other poyments: 
• Contributions to the sinking fund in respect of the debts 

tnken over by the Commonwealth and of any other loans 
raised·. subsequently by a State or by the Commonwealth 
!or and on behnlf of n State nre ns follows:-

(a)· On the net public debt of the States at 30th 
June, 1927-£641.35m.-7s. 6d. per cent. per 
annum, of which· the Commonwealth pays 
2s. 6d. and the Stales 5s. Contributions are to 
be continued for· a period of 58 yenrs com
mencing on 1st July, 1927, except in the case 
of New South Wales, in which that State's 
cont.ributions commenced on 1st July, 1928. 
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Where 'there is an obligation under law or con
tr11ct to ·provide • sinking fund fa. excess of 
the 1·ute of 7s. Gd. per cent. per annum, tho 
excess is. provided out of the National Debt 
Sinking Fund. 

(l,) 011 loans raised by a Stutc or by the Common
wealth on behalf of a Stale· aftc1• 30th June, 
1927-lOs. per cent. •per annum, of which the 
Commonwealth pays 5s. and the State 5s. 
Contributions arc to continue for 53 years, 
commencing from the date of the raising of the 
loan, except in the case of New South Wales, 
in which tlw commencing date• for that State'$ 
contributlo~ ill respect of loans raised· in the 
year 1927-28. was 1st July,, 1928. Provision is 
made by which the sinking fund contributions 
by the States may be, increased on loans raised 
after 30th' June, 1927', in the· case of expendi
ture of the loan mOncys on wasting assets. 

38, Ir\ respect of loans 1·11ised' after 30th June, 1927, by a Stntc, 
01· by the Commonwealth for n State, to· meet revenue deficits accruing 
after that elate, the Commonwealth is under no obligation to make 
sinking fund eonh-ibution.s and' the State is rcqnit-cd to provide for 
the redemption of the loan by malting contributions nt the rate of' 4 
per cont. per annum. 

3!l. '11hr. sinking fnnds cstublished under the agreement. arc under 
the control. of the Nntionul Debt Co>nmission, an.authority constituted 
under Commonwcnlth legislation (the National Debt B~ki,,u Fund 
,let 1923-1034) and consisting of the Treasurer of the, Commonwealth, 
the Chief Justice of the High Court, the Governor of the Common• 
wcnlth Bank, tho Secretory to tl1e Commonwealth Treasury, the 
Solicitor-General for the· Commonwealth, and a reprc~entativc of the 
States, .All. contribntfons· ill' pursuance of the• agreement are debts 
pnyablc to the Commission. 

40; All moneys and securities· standing to the ercdit of sinldnl;! 
funds of a State at 30th June, 1929, were transferred to the National 
Debt Commission unless there were statutory or. contractual con
ditions precluding the· trallsfer. In that event the funds remained 
under the-control of the State or trustees concerned, and the National 
Debt Commission makes to the States or the trust<es all future 
sinkillg· fun cl pn~:mcnts .. 
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41. Sinking, fund contributions made w1dct· thili 11g1·c,•nH•ut. mul 
~inking fuµds transferred to the National Debt Commission,.""'' 1101 

accumulated but a1·e applied to the redemption or the public debts 
of the States, or to the 1mrchnsc of securities issued in resl?eet thereof; 
but if deemed inexpedient nt any time by the National Debt Com
mission to apply sinking funds in this way, the Commission may 
temporarily invest those funds in authorized securities. 'fhe purchase 
of securities by the National Debt Commission is nl'l'angcd through 
the Commonwealth Treasm·y. 

42. When a security issued in respect of a public debt of a 
State or of' a loan 1·aiscd by the Commonwealth for II State is 
repurchased or redeemed by the Nalionnl Debt Commission, it is 
cancelled. From the date of cunccllation and for the full period 
during which sinking fund contributions are payable, t\10 St~tc .•n 
whose account the security was issued· mnst make n further smklll{? 
fund contribution nt the rntc of 4& per cent. per annum on the face 
,•alue of tl1e cancelled sccurit.y. 

43. 'rhe terms. of the agreement are legal obligations binding. 
on the· Commonwealth and tho States; •r1tcsc obligations cinnot be 
released or altered ~vithout a new Agreement which wonld requirP 
the· approval of all the Parliaments. . 

44. The security which the Fiuanciul Agreement hns givcu t.11 

investment in government loans has hnd a fo.vornblc influcn:e up?n 
the terms of new borrowings and conversions. Prior to _the !mnnc1al 
.Agreement there was no general obli!Jation to provide sinltmg ~unds 
on State loans, ancl. even where sinkmg f,unds J1ad been established, 
tho investor did not. have the security which he now possesses. 

45 .. The establishment of' the Lonn Couucil, its power to ?ecide 
whether the, total' amount of the Commonwealth and States loan 
programmes can· be borrowed on reasonable terms, and, if ~e<:C;Sary, 
to decide the total amount to be liorrowcd, remove the poss1b1bt~ of 
competition in borrowing between the different governments, which, 
if unchecked, would' result in higher interest rates. 

46 .. There is no provision in the Agreement to cover lonns raised 
by· local government bodies which, under State law, ha,•e power to 
borrow but the States concerned have uow arranged thnt those loans 
shall n~t. be raised 'without Loan Council approval. 

47, The amendment of tlte Constitution in 1928 (Sec. 10~A \ 
cnablccl the Commonwea1t!1 Parliament to ".'al« agreements ,~1th 
the States. for the conversion of debts, and tins power made possible 
the legislation in 1931 for the conversion •~ the internal ~ublic debt 
at" lower rates of interest, in accordance with the resolutions under 

the '~ Premiers' Plan ". 
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Commonwealth Sinkfag F1111ds. 
48. 'l'hc li'inancial Agreement docs not opply to sinking· fund 

puymcats. in respect of loons mised by the Commonwealth· for its· 
own purposes. Under· the Notional Debt Sinlcing Fnud· Act nn<I 
other Acts, the Trcnsurcr is required to pny into the Nationnl Debt 
Sinking Fund each year in respect of debt, excepting win'· debt due to 
the British Government, contribution.~ of 30s. per cent. on debt 
raised for the l'ostmastor-Gcncral's. Deportment nnd 10s. pcr·ccnt. on 
other debt, togcthc1" with 5 per cent. on the rccci'pt.s of the sinking 
fund in respect of contributions on Commonwealth debt. 

,YaNonal Debt Sitlkillr, Ftmd Receipt,; 

49. 'l'hc receipts of the Nntionnl· Debt Sinldng- Fund to 30th 
June, 1936, were as follows,~ 

Jnrupeelot h.roarcc:tot 
. Commonv.'l'alth. Sf.AIN' TOt.'\I. 

debt. deht, 

£Am. i:Ai:n, !Am. 
PriOr to ht July. H130 

Finonci11I Ycn1-
.. 32.00 8:IO JO.IO· 

1030-31 3,07 3.61 O.G8 
1"31-32 3.37 3.83 7,!?0 
1932--33 3,68 4.08 7,,70 
1033'3'4 3.75 4.44 8.19 
1034-35 3,.02 4.67 8.G9 
103&'3'0 4.10 ~.91 0.10 

Total to 30th June, )930 .. 53.08 33.l)l) 87-,61 

-In addition to pnrmcnts to the Natioµal Debt Sinking Fund,. the 
Commonwealth hns-redeemed debt to the amount of £Al5.6m. out 
of Consolidated Revenue. 

2~ 

CnAl'TER II. 

TBILMONETARY AND BANKmG SYSTEM 1901-1936, 

THE CURRENCY SYS'rEM 1901-1936. 

50. At the inauguration of the Commonwrnlth in l!J01, th,· 
.Australian currency consisted of coins nnd bank notl!s, cxcrpt in 
Quecnslilnd; wJ,ere Treasury notes had taken the place of bank 
notes. 

COINAGE. 

51. The gold coins wcl'e sovereigns and hnlf•li0\'t•rrigns, which 
were ruint_ed by the Royal slint in Rnglnnu or by bmnehcs of the 
Royal. ~'lint wi1ieh, under Itnpcrial Orders in Council, hud· b('ru 
opened in Sydney (1855), Melbourne (1872), and l'erth (1899,. 
,vhcrevcr. minted, thGSC gold coins were identical in weight and fine
ness .. T-hose milltcd in. Australia ,vcrc British currcncy1 uml all \"were 
legal· tender iµ. A~stralia for the payment of nny amount. Token 
coinage CQ~sistcd of sih•cr nnd bronze. Tbr usual silver coins were 
the half-crown, the florin, the shilling, the sixpence and the three
pence.. The bronze coins were the penny and the halfpenny. L'ntil 
1910 all these were British coins minted in England and imporled 
into Alllltrnlin. 

52: Under the constitutionnl power to• legislntl' with rcspC'ct tn 
coinnge, currency and' legal tender, the Federal Parliament passed 
the Coinage Act 1909, which left the gold coin unaltered, but provided 
for the issue, under the control' of the Commonwealth Treasurer, of 
a scputate .coiuagc in silver and bronze, though with· the· same degr<'t' 
of fineness as then existed' in the Britisl1 coinage. In 1910 lhesc 
coins, with n distinctive Australinn design, were minted· in Englo.nd. 
but· in 1916 the work was given to the Melbourne i\Iint. The Coinage 
,tct 1909,'matlc no provision for the hnlf:crown, and this coin gradunll)' 
disappeared. Tl1e silver coins are legal tender up to 40s. and the 
bronze to ls. Under· the Coi11ogc Act 1936, pro,-ision was made for 
t.hc issue of a new eoin, the crown, which has. since lwcn minted. 

53 .. ,vhen the Ansb·nlinn silver nnd bronze coinn!!l' was intro• 
duced .in 1910, nn arrangement. was made with the British Govern
ment under which Britisl1 si1vcr coins were withdrawn from circula
tion, in Australia at the rate of £100,000 per annum. '£he coins were 
sold to the, British Government nt their fnec value nnd were lrnnded 
oVer to, 'the Australian l\Iints1 where they were melted clown. The 
bullion- wns purchased by the Treasur)', nnd used for minting 
Australian silver coins. The arrangement for withdrawal-only nppliecl 
lo the British coins which were of the SRme silver content RS the 
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Australian. Until 1920, British and Australian silver coins were or· 
925 millesinial fineness.. The British coins,. issued. after that date, 
were reduced to 500 millcsimal fineness, but the Australian coins. have· 
remained unaltered. 

54. The disappearance of gold coins· duriJlg the war, and later 
th~ falling-off in the production of gold, led to• the closing of the 
Sydney Mint in 1926, and in September, 1981, Australian. mints 
ceased to mint gold coins. In September, 1931, the Commonwealth 
Bank made an arrangement, which is still in force, whereby the 
mints were to buy gold as agents of the Bank, at a price fixed weekly 
by the Bank on the basis of sales efl:ected overseas. At present· both. 
the Melbourne and the· Perth Mints assay and refine gold, and· the 
former p1·ovides the token coinage. The British Government appoints 
the officers of the tnints, but the State Governments of Victoria and 
Western Australia, respectively, own the lands and buildings, receive· 
the revenues, and bear the expenses of the establishments. Owners 
of gold pay for the services of assaying and refining. it, and the 
Commonwealth Treasury pays for the work of' minting t.he silver 
and bronze coin. From. these sources the two States. meet tlie cost 
of the mints· and make any pl'oflt or loss arising in this way. Since
the face value of a silver or a bronze coin is greater than the value 
of the metal from which it is made, a profit arises from the token 
coinage, and this forms part of the revenue of the Commonwealth 
Governinent. • 

55 .. Th(' following procedure is obse1·ved iu connexion with the
minting and issue of the token coinage. The Treasury estimates the 
amount of new coin required for circulation, as· well as for any 
reserve which- it deems necessary to hold. The bullion is then 
purchased by the Treasury; and orders are given to the Mint for its 
eoinnge. As the coins• are minted they ni·e delivered to the Common
wealth Sub-Treasury, Melbourne. When coins nro l'cquired by any 
bank, it notifies the Commonwealth Bank, which purchases from the 
Sub-Treasury any ncecssnry supplies. 

NOTES. 

56. In 1901, the bank note currency consisted of notes, payable· 
in gold coin and issued by trading banks in all States except Queens
land. Some restriction upon the· issue, or other provision for the 
proteetion of the public, was generally contained in the charter or 
statute of incorporation, or in the general statute Jaw. Bank 
notes were never legal tende1• except in New South Wales, where
the ·notes of certain banks had been made legal tender for a brief 
period during, the crisis of 1898. All the States imposed a tax,. upon 
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the issue of the notes, usually at the rate of 2 per l!t•nt. })l'l' nnnnrn 
upon the averngc circu1ation. There 1Ms only ouc form of Go,·r1·11-
ment paper currency in circulation, rnuucly, Queenslnu<l. 'frl•asm·y 
notes. 'l.'heso had been issued by the Queensland Govel'Dment, tem
porarily in 1866, and continuously from 1893. '!'hey were legal 
tender in that State, where th~y hn<l, from 1893, supcrsl'llrll lmnl, 
.notes. 

57. In 1910, the first step was mucl'l" from th{' systrm mHk1· which 
a number of trading banks issued noks, towards thr prC'!il'Ut systrm 
under which a· i,ingle bank has u monopoly of the note issuc>. In 
September· of that yeal', the Australian N'otes Act was passed. pro
hibiting banks.from issuing or circulnting Rtatc notP.<; a~ morn•f, and 
.giving the Govcrnor~Gcncral in Council power to authorizr thi• 
Commanwe,al~ Treasurer to issuC;> Australian notes. 'l'hc> .Ac>t e:nn,• 
into force by proclamation on ht Novrmbcr, 1910, and notes w.·r,· 
issued· forthwith, To supplement this Act, and to put au end to the 
circulation of' bank notes, the Hunk Notr'> 'l'ax .. \ct was passrtl in 
October, 1910, imposfog n tax of ]0 prr cc-nt. prr mmnm "in r"spri•t 
-of all" ba,;k notes issued or re-issued by any bnnk in the Common
wealth after the commencement of this At>t and not redC'emNl ", 'l'hi~ 
Act came into force by proclamation on 1st ,Tu!;·, 1911. 

58. Under the A,isfralia·1> Notes ,let 1910, it was provided tlial 
the Australian notes should be "payable in golcl coin on dt•mand 
.at the Commonwealth Treasury ut the sent of Government", and 
that the Treasurer should hold in gold eoin a reserve of nu amount 
.not less .tl\an one-fourth of the notes issued up to £7m., and au 
amount equal to the excess over .£7m. Tn 1911, this latte,· provision 
was amended and· the Treasurer was required merely to hold iu 
gold eoin not'lcss than one-fourth of the total amount of Australian 
notes issued. Under the A11st,·alian Notes Act 1910, notes migl1t be 
issued in denominations of 10s., £1, £5, £10 or any multiple of £10, 
and were to be legal tender "throughout the Commonwealth and 
throughout all territories under the control of the Commonwealth"· 

59: These two Acts effectively put an end to the issue of notes 
by trading banks an\l by the Queensland Treasury. In 1910, control 
of the issue. of Australian notes was vested in the Commonwenlth 
1'reasury. In 1920, control ivas trnnsfcrred to the Note Issue Depart
ment, a separately-managed department of the Commonwealth Bank. 
It was provided tliat notes should "bear the promise of the Treasurer 
to redeem the notes in gold coin . . . on demand at the Head 
·Office of' the Commonwealth Bank." In 1924, the Note Issue Depart• 
men! ·w/lS brought under the authority of the general Board of the 
Bank. The 'Treasury, however, continued to control the iss>Je of token 
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coinage. l'nder tho .Act of 1920, tho Note Issue• Dopnrtmcnt has 
power to issue 5s. notes in addition to those· auµiorizcd by the Act 
of 1910, but this power Jias not been exercised. 

60, In July, 1915, a proclnmhtion was issued by the Govcruor
Oencral p1·ohibiting tho· export of gold specie or bullion from 
..!.ustralia, except with tl1c consent of the Commonwealth Treasurer. 
'l'his proclamation was repeated in February, 1922, but both pro
clamations were revoked in April, 1925, when Australia wits once 
more on a gold standard. Gold coins; whfoh had ceased to be current 
during the war, did not, however, return to circulation. 'l1hc gold 
standard lasted' only until the end of 1929. The· Com1no11wcall1' 
Bank Art 192~, gave the 'l'rcnsnrcr power to anthol'ize the Bank to 
obtain particulars of gold coin and bullion· held in Australia, and to 
require the cxchsngc of the gold for Australian notes. The rate to 
be paid by the Bank was one pound note for encl.-sovereign, and. 
£3 17s. lO!d. per ounce stnndard of the· bullfon. Australia once more 
left the gold standard and has not since returned. 

61. In June, 1931, n change was made in the legislative )!l'O• 

visions govcl'ning the note reserve. In place of the st~tutory oblign~ 
tion to hold in gold coin not less thai, one-fourth of' the total amount 
of Australian notes issued, the Oomnionwealt1' Bank Act 1931, 
provided tl1nt the reserve should 'be-

(al f~r tho two years ended 30th June, 1933, not less than 
15 pCL' cent. i 

(b) to 30th-June, 1934, not less.than 18 per cent.; 
(c) to 30th June, 1935, not less than 21½ per cent.; 
(d) thereafter, not less than 25 per. cent. 

62. In ~{a:\", 1932, a further ehnngc was mode in tbt" notr r('sl'r,·e 
provisions. ~'he Conimo11wcalth Bank Act 1932, provided tliat the 
reserve mjght be held "in gold or in Eng1ish sterling or partly in 
gold and partly in English sterling". English sterling. for this 
purpose "means currency whfoh is legal tender in the United 
Kingdom, nnd includes-

(a) bnlnnces standing to the credit of the Bank at the• Bank 
of England or at. any other of its bankers in London; 

(b) Bills of e.-cchangc, or ndvan.ces secured by bills of. oxchnnge, 
which- -

(i) are payable in the United· Kingdoni in currency 
which is legal tender in the United Kingdom; 

(ii) will mature in not more than three· months, and 
the security for the payment of which· bills· is,. in. the 
opinion of the Bank, satisfactory·; and 

(c) Treasury-bills ·or other securities of .the United Kingdom 
which wiH mature in not more titan three months/' 
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'l'ho Act also-abolishc<!-t\10 provision that the Australian note should 
bear the promise of the 'l'rcasurer to rede,•m it in. gold coin. Notes 
nre now issued without any such promh;c, nncl arc merely expressed 
to be legal tender in the Com1nouwealth and the territories nuder its 
control. 

63. Anstl'alian notes are no\\'' printl'1l for thC' N"oh~ Issu1• n~1rnr1. 
mcnt at the Note. Printing Branch of the Commonwealth Unnk in 
lfolbourne. Notes are ·not issued directly to the public, but only to 
the General Banking Department of the Commonwealth Hauk \\"hen, 
for example at Christmas time, an expansion of tlw i,;..;u{• i':l requit·Pd, 
the Not~ Issue Department transfers notes to the Banking Depart
ment in exchange for Government SCl'urities at their nominal value. 
conversely, in the case or a contrnction1 the Banking Depnrtmc>nt 
transfers notes to the Note I.Ii.Sue Department iu exchaugi> for 
securities: After additional notc.(j hn.vl' br-cn issuPcl, thC'y find tlicir 
way into circulation when the trading bank~, ancl othr-r ~ustomrrs of 
the Commonwealth Bank, draw on their deposits with the General 
Banking Department. Until they find thcil· wny into circulation, they 
ploy little or no part in the monetary system. Notes held by the 
Note Issne Department are not included in the note issue, In 30 
cities and towns· in Australia, there· nre offices of the Commonwealth 
URnk, which, in addition to their oth~r activities, serve· ns note issuc
branches. Trading banks may, without C."tpcnse, lodge Australian 
notes at any of these brunches, and immediately withdraw from any 
other such branch a corresponding amount. 

CURRENCY SYSTEM-SUMMARY. 

64. Duriug the JlCl'iocl 1901 to 1936, there lial'C thus brcn srvcr11l 
changes in· the composition of Australian currency. until 1014 gold 
t:oin was the chief form at: currency. In .. \ustrnlia, thL• trading bnnks' 
"cash'~, and the public's "cash ,, also, then included gold, notes, and 
token coins. Between 1914 and 1929 the note issue became pl'e
dominnnt. Gold ceased to be current, and the circulation of notes 
was, grcatly increased, providing, not merely a substit~te for the g~ldi 
but also additional enrreney. Apart from token corns, tho tradmg 
banks;. holdings of "cash " were still gold and notes, but the latter 
had become more important1 and the public's holding of "cash" 
consisted-almost entirely of notes. In 1929, however, the Common
wealth Bank took over from the trading. banks most of tl,cir gold, and 
the noto issue began to play a less important part in the monetary 
system. '!'he trading banks took payment for the gold in the f~rm 
of deposits with the Commonwealth Bank. Apart from token 001~•• 

trading banks' "·cash,, now consisted mainly of notes and deposits 
with the Commonwealth Bank. The public's "cash", as. before. 
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~onsistcd ulmost entirely of notes. l'rior to· 1929, the obvious wuy 
in which, un expansion of the "cash,,, of. the· system came about was 
through nn increase in the note issue,. which. would be shown at onee. 
After 1929, however, it was possible for an increase to take plnee 
in that purl of the trading banks' "cash " which consisted of deposits 
with the Commonwealth Bank, without affecting the note· issue. 

6!i. Changes have taken place,. too,. in the character of th<.' notl• 
issue reserve. It was originally established to ensure a supply of. gold 
to keep the Australian note convertible and to maintain nn cfl'ecti\'e 
gold standard. 1'he legal requirement to hold a reserve was faith• 
fully met even during U1e war period, when the gold standard had 
been abandoned, for the gold reserve never dropped below 30 per 
. cent. of the total note issue. When, in 1931, the legal minimum 
reserve was temporarily reduced below 25 per cent., some of the gold' 
was used to meet overseas obligations. '£he permission given in· 1932 
to l1old tbe rcsen·e in gold• or English. sterling enabled the Bank to 
decide how much gold it would hold for this purpose, and the present 
function of the reserve, in relation to the· note issue, is to set a legal 
limit to its expansion. 

'l'HE BANKING SYSTEM 1901 TO 1936. 

'fRADlNG. BANKS. 

6!i. Since 1817, when the first Australian bank,. the llnnk of 
New South ,vales, was founded~ private• trading banks, incorporated 
by charter or by statute or under the Companies Acts, have cat'.ricd, 
on the business of banking in various parts of Austt.-nlin. Some of 
the'ie banks were incorporated· al_ld owned in Australia-and ~the1•s in 
England, with bead offices in London-a distinction which hns 
remained important to. the present" day. Australian banks adopted 
the system of branch banking. There· was no legal restriction imposed 
upon the spread of banking, either within a State, or from one State 
to another, although some banks confined their operations to one 
State. Most of tqe banks possessed nnd exercised the l'igbt of issuing 
notes. In this respect they were· subject to the conditions of their 
ehnrteI'S or special acts and to the general law,. but some provision 
was generally made for the protection of note holders .. 

67. In the· 19th eentnry the trading· banks expericncccl some 
"icissitnd~s of fortune such as arose from various crises in the early 
dnys, from tl1c, discovery of gold ip 1851, and from the troubles of 
the lnte 'sixties, but it was not until the crisis of 1893 that the banking· 
syswm was involved in serious. difficulties. The· preceding boom wns 
as.soeinted with a large influx of capital on private-account and with 
wild' speculation in land, to which some banks contributed. Tlrn 
-slump was associated with the collapse of tlie land' boom, a serious 

,. 
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decline, in export prices, and a falling-off in overseas lending accom
panied by a. withdrawal from Australian banks of deposits on•110<l 
in the United Kiqgdom. . In New South. Wales the Government 
dcola,rcd the notes of eertni!l banks legal tender and guaranteed their 
payment for n period of about six months. In Victorin the 
Government· declared a moratorium of five days from the 1st to 
5th May, 1893. The crisis was most severe in these two States. 
Some banks remained open, but many suspended payment. Of those 
which· ciosed, a few comparatively unimportant banks failed 
altogether; but the majority re-opened and subsequently rceon, 
structed. The period from 1893 to 1901 was one of slow and painful 
recovery, and at Federation somq of the reconstructed banks we1·e 
still working under their various schemes . 

$A VINOS BANll:S. 

68. Savings banks were established very early in Australia. fm· 
the encouragement of thrift. For example, Campbell's Bank, tbe 
first· savings bank, was opened in New. South Wales in 1819, in order 
to remedy "the extravagance and improvidence which t11c poor 
settlers, mechanics, and labourers of this Colony have fallen into, 
by· reason, first of their having no encouragement to save their 
earnings, and sccondlY, of their having no pince of safe deposit 
for those earnings"· In 1833, this bank was taken over by the Sn\'ings 
Bank. of New South Wales, established by an Act of Parliament in 
1832. In South Aust.rnlin a savings bank was established in JR4R 
ft for the encouragement of frugality and that persons possessing 
small sums· of money beyond what they require for the ·supply of 
their immediate wants, should be· afforded an opportunity of deposit• 
ing the same on. good security to accumulate at interest". A feature 
of' this Bank from its· inception was that the wl1ole profits of the 
Bank, after deducting expenses and the sum set apart· for the Security 
Fund, were to be appropriated to the payment of jntercst at a rate 
decided from time to time by the Trustees, In other States, saving• 
banks were. established: The Commissioners' Savings Banks of 
Victoria,. which dated from 1842; the two Savings Banks of Tasmania, 
the Launceston Bank for Sa,•ings, 1835, and the Hobart Savings 
Bank, 1845; and the Queensland Savings Bank, 1865. Some of these 
were government-owned and ~ontrolled, others were managed by 
Boards• of Trustees, over whose appointment goVC'rnmrnts. oftC'n 
exercised some control. 

69. Another type of savings bank was the Post Office· Savinb"
Bauk first established by Western .A.ustralio. in 1864, and later in 
most ~f the other States, These were· scparo.te government institutions 
except in South• Australia where tile Post Office Savings Bank was 
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merely an agency for the· Savings. Bank. -In Victoria the Post Office 
Savings Bank, established in 1805, was absorbed, in 1897,. by the 
Commissioners' Savings Bank, whiclt became known· in 1912 as the. 
State Savings Bank of-Victoria. In New South Wales. n Post Office 
Savings Bank was establishe,l in 1871. 

70, All these banks. made steady progress,. and emcrgcll unscathed. 
from the disasters of the 'nineties. The Post Office Savings Bank 
of New South W:ales had, throughout its existence, been a. sovern• 
ment bnnk and its deposits,. in is98, showed an increase over those 
of 1S92. The Savings Bank of New South Wales neither sought not'. 
reeeivcd government assistance, but was l;lble to meet all its 
ohligat.ions, and its deposits fell only slightly. The Victorian· Govern
ment guorantcccl the Commissioners' Savjngs, Danks of Victorin nnd 
the deposits were larger in 1893 than in 1892. fn South .Australia 
the· deposits of the S3'·ings Bank in 1893· were greater than in any 
previous year. 

71.. 'l1bc ~stabJislnncnt of the Commonwealth Saving:s Bauk 
Department of tho Commonwealth· Bank in 1912, under the .Act of 
19ll, Jed to Collsillerable changes in the system of savings banks in 
Australia. In the· first place the Commonwealth Savings Bank 
decided t.o use ns ils ngent the Post Office, which had been transferred 
from the Stutes to tho Commonwealth, and the Savings Banks of 
the States could no longer carry on husincss through the ·Post Office. 
'l'bcy hacl to find other pt•emiscs, and any sa.,vings· bank p1'evfously 
conducted tln·ough the Post Office which was not already a branch• 
or ngcnc,\.,. of :m existing savings bank, became the Savmgs Bank 
of the State. •rhc New South Wales Post -Office Savings Bank lmd· 
become, in-1906, the Govcrumcnt Sa,·ings Bank. In 1914 this bank 
absorbed the Savings, Bnnk of New South Wales, which had bccu 
cstablishc<l in 1832. In the next place the· Commonwealth Savings 
Bank began a process of absorption by taking over, in• 1913, the· 
Sa\·ings Bonk oi 'rosmanin, and, itr 1920; the Queensland Government. 
Savin~ Bank Vatio11s proposals were made from time to time for 
taking o,·eL' other Savings. Bnnks, but nothing camC' of them until 
the recent .depression, when two State Savings Banks, which found 
themselves in difficulties, were absorbed' hy the-Gommomvealth-Savings 
Bank. 'l'he first was the Western-Aust.ranan Savings Bank, which. 
was absorbcd•in November, 1931, In-New South Wales,. the .Govern
ment Savings· Bank was forced to suspend. operations on 23rd .April, 
1931. It was. reconstructed and opened for the transaction of new
business in September, 1931, and was amalgamated with, the Common• 
wealth Savings Bank a.s from 15th December, 1931:. 
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72. 'rhesu banks. were ercatctl· to promote rurnl settk•nu•nt nnd 
<lcvclopmcnt by affo1·ding to .primary p1·oduccrs finaneiul ns~istaneP, hr 
lll!ID-llB of. long-term lonni:;; grcnter thnn is U!$1.Ut.\ly obfainnb}(' from 
other institutions, hut their activities have been· extended also ir. 
<1thcr directions. 'rherc arc two main types, thoso closely associated 
with Snvings Bnnks 11nd those established inclopendently. The Credit 
l?oncic1•· Department of the State Savings Bank of Victorin was 
\!~tnblis11cd in 1896 to, give assistnucc to• farmers. In N.cw South 
'\Yales,.nn Adv11nccs to Settlers Board w1Ls estublishc,l fo 1899, aml its 
netivitics were ltansfcrretl, in 1906, to the Advance Department of 
tl1c Go,•ernmcnt Savings Bank. fa 1920, the Rural Bank Department 
of the Government Savings Bank was established to take over and 
extend the scope of the operations of the .Advance Department: In 
both States these ,depa1·tment, were under the control of the Com
missioners· of the· Savings Bnnk, but \he. accounts: were kept scpnrntc 
from those of the Ol'dinnry savings bank department. ln 1931, when 
the Government Savings Bank of New South \Vales was amnlgamnt('cl 
witl1 the Commonwo•lth Savings Bank, tho Commonwealth B11nk 
took over the liabilities of the Rural ·Bank Department whicl1 was, in 
1933, reconstituted hy the State ns the Rural Bank of New South 
Wales. Thc·othel' type is the bank Rpccially ci·cnted fot· the purpose. 
l!xamples· of this type are the State.Bank of South Australia, and the 
.Agricultural Banks of Tasmania, Western Australia nncl·Quccmslancl. 

73. In 1925, the Rural Crcllits Department of tlie Common
wealth Bank was established "to facilitate the mal'l<etiug of primary 
11roducc. in· an orderly manner,,. 'rite department was authorized to 
1nnke advanc'cs for one year, upon tho securHJ· of prhmu·y produce 
plneecl under .the legal control of the Commonwealth Bank, to the 
Commonwealth. Bank or other banks,. co-operative associations. and 
corporate· or unincorporatc bodies specified by p1•oclnmntion. 

T.HE CoMMONWEALTH BANR OF AUsTRAJJIA, 

. 74. By the Oo,n,nomvealth 1Ja11k Act 1911, t.110 C'ommonweallh 
Bunk was established as a trading· hank and a savjngs hank in com
petitiop. with tbe existing tt-ading nnd savings bani"!. During several 
of the crises of the 19th century proposals hnd been made in Australia 
fo1, a· public bank which should J1ave sole power to issue notes. Aflt'l' 
Federation, the idea of a CommonwealtlL Gp~ernment Bank took 
form, ancl some Jicld the view t1int. it should, llOt only bo a eompetH01· 

- with the trading bnnks, but rl.lso in Some sense a central 1·cse1•vc bank. 
For 'instance, the• scheme adopted· by the B,•isbane conference of 
tho' Labou1' Party, in 1908, ineluflcd the provision "that the bank 

1'.26$1" . .:..2 
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shall be a bank of reserve. for the !leposit of reserves· of the:banking 
companies operating in the Commonwealth·". But by ·the time the· 
bill for the establishment of'the banl;,came ·before-the Federal -Parlia
ment in lnll; the• id"'l· of a central. reserve· bal'k was• lcss.-promine11t, 
and the sole power to issue notes, usually conferred. -upon a central 
reserve bank,. had already been vested in the Commonwealth 
TrellSUl'Cl'. 

75. No Board of Directors was provided for the Bank. The 
management was left in the hands of a Governor, app~inteil for a 
period 0£ seven years, who was not subject to political control.except 
in some minor matters. The Governor· appointed in 1911 was Mr. 
(later Sir) Denison Miller, who was re-appointed' in 1918 for it further 
period of seven ycnrs, but died in office in 1923. 

'75A. The powers given to the Bank were tl1e 'following.:
(a) To· carry on the general business of banking;· 
(b )· To acquire and '11old land on any tenure,; 
(c)- To receive money on deposit, either for a ~ed. term or on 

current account; 
(d) To make advances by way of loan, overdraft or otherwise; 
( o) To discount bills and drafts; 
({) To issue bills and d1•afts, and· grant letters of' credit; 
(g) •ro deal in exchanges, specie, bullion, gold-dust, as~ayed 

gold, and precious metals; 
(h) 'ro borrow money;. and 
(i) To do anything incidental to any of its powers, 

76. Tho Commonwealth was made responsible for the pay111ent 
of all moneys due by the Bank. 'fhe capital of the Bank was fixed 
at £1,000,000, to be raised by the issue of debentures, 1tndthe Common
wealth Treasury was authorised to make advances. to- the Bank out 
of Con.solidatcd Revenue, Authority was· also given for the· establish
ment of a Savings Bank Department. 

77. TJ,c net profits were to be allocated as follows:-
(a) Half to the Bank Reserve Fund to-be available for p~y

mcnt of any liabilities of the Bank; 
(b) Half to the Redemption Fund which might be. used to 

repay money advanced to the Bank by the 'Treasury, or 
to redeem debentures and stock issued by the· Bank,. or 
to redeem Commonwealth debts or State· debts taken 
over by the Commonwealth, 

78. On 15th July, 1912, the Act ~ame into force by proclnmati~n, 
and the Bank began· savings bank business but did not commence 
general bank business until 20th January, 1913: No debenture~ -were 
issued, but, for the Bank's initial expenses, the Treasury m~de an· 
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advance of £10,000 whieh was quickly repaid. On the 20th January, 
1913, \vhen thr account<.; of the C'Orumonwralth Government were tukl·n 
over, that ctovernment made deposits of £2,3~i 1550. The GoVcrument 
accounts 0£ 'rasmunia' and of Western Aul:itraliu. were taken over 
in: 19i'4, those of South Australia in 1916, and those of Queensland 
in 1920. The New South Wales Government docs not bank with the 
Coiiimonwimlth Bank, and the Government of Victoria divides its 
accounts between seven trading banks and the Commonwealth Baµk. 

79. The OommonweaW, Bank Act 1914, gave the Bank power, 
with tho nppr6val of the Treasurer, to take ovi:?r the business· of any 
otbcr· eorpol'ation carrying on thl~ ·business of banking. This Act 
nuthorfaed' the issue of an additional- £9m. of capital, making £10m. 
in 1111, but no action was taken under this authority, DebU! due 
lo the· Bank by any corporation cal'rying pn the business of banking 
were given the, samo pl'iority ils debts due to the Commonwealth. 

80 .. The Bank began its career shortly before the Wnr, and the· 
arrangements. for wnr fl.nap.cc incrcnscd the Bank's power, dcvclopcff 
its financial technique, and enhanced its prestige. The Bank ussistcd 
the Treasury in the• flotation of Commonwealth loans in Australia. 
Since the. first few months of 1915, it has managed the Commonwealth 
In~cribcd Stock Rcgistrfos in .A.ustraliu, nnd since 1916, in London. 
In. addition, the Bank. assi.stcf]. in the financing of many war-time 
pools and other marketing schemes for primary products. 

81. In the first twelve years of its existence, the net profits of 
the Banl1 amounted to over £4½m. Although it began with no capital 
it liad the use of current deposits, from the Commonwealth and 
from some of the State Governments, on which it paid no interest. 
During. the war, and for :,ome yeari;, afterwa1·ds, these current deposit::. 
were largely increased by the balances of loans then floated. The 
following table is. compiled from fignre.s published. by the Treasury 
in the Commonwealth Gawtte. It shows that from ~farch, 1916, to 
J)cccmber,_1920; inclusive, the quarterly balnnccs in Austrnlia, except 
on five occasion~, nc,·('r fell beiow £10m. :md often greatly exceeded 
this umoU.nt. 

'!'ADLE, 

CO!IMONWE'\L'fl{ TltEASUltY BALA.'ICES WITH co~mOIIIVEAl,TJI BANK. 

lOl~Mnrch .. 
Jwm .. 
Soptcmller 
December 

1016-Mnroh·,. 
Juno .. 
Soptomber 
December 

1017-?tforoh .. 
Juno. .. 
Sop'tci;nbor 
Dooembcr 

£m. 
.G 
. s 

'. 3.Q 
.. 0.1 
. . 8.8 
.. 10.5 
.. 20.2 
.. IO.I' 
.. 22.0 
.. 16,8 
.. 9.4 

12·.1· 

1918-lforeh .. 
Juno .. 
SoI)tcmbcr 
Dcoembor 

11H9-Ma.roh .. 
Juno .. 
Soptombor 
December 

1020-Mnrob .. 
June .. 
Soptombor 
De00mber· 

£m. 
.. 7.! 
.. 18.5 
.. 27.0 
.. 20.8 

27.8, 
.. 20,2 
.. 23.2 
.. 10,7 
.. 11.9 
.. 8.8 
.. 10.2 

,o.o 
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62. In· 1920, a step was takru, ,vhich 1irepnred: the wny for the· 
Commonwcnlth Bank to become n central reserve ·bank. It was then 
d1•cidccl to 1·cmove th<' note issue from tl1c e;?Ontrol of the Trcusurct·. 
A Note Issue Dcriar.tmcnt' of the Couuuonwcaltlt ~nl,k wa.s ~tnblishcd, 
mnnugcd b,,· n board of dirrclo1'S composed of the GoYcrnor of u,,, 
Bank w110 wn~ ex-officio clinirman, an officer of the Commonw9nlth: 
'J'rca:,ur~, autl two other dircetol'i3. Its on1y· function. was the coµtrol 
1,f tbl· noh• i:;~uc, nnd the nc.>\\' depnl'tment of' thC' Bank \\'RR distinct 
iJ'uJJ1 1J11 uther 1h•Jwrtmcllts, "llici1 still' 1•cmainccl in t.hc s,oJC charge 
1,l' t.l1l" Uu\crnm·. 'l'lu: a:;st!ts a11d.. liabilities .Qf the Co1~momycnlth 
Tri:u.~urcr 1111d\'r tht1 .An!ill'ali,m• Notes Act wet·(.' µ"ansferted. to the 
Xotc h-,L11! IJcpartrnc1tt Rl'Sorvcs ngninst the note issu(' were still, 
1.1••!Ufrc11 1u l)l' golcl coin o~ 11ot foss thnn one-fow'th of Um nmoui1t 
ol tlu: nutu:, i:,:-,uc,1, but. th!.l remaining asset.I:! of thC1· departmcnt miiht 
b1• held \GJ on deposit with any bnuk; or (b) in securities-of.th•• 
Unitlitl Klugdom, 01· of the• Commonwealth, or or a State·; or (cj in 
lradc bJ1Js with' A cur1·encv of not mol'c than 120 days. '11ho- uct 
profit• of the note i'"'ue wcr~ required to be pni<l into the Consoiidntcd 
Hcvcnuo of the Commonwealth, and.-thc Act proYidcd that in cw;c of 
emergency the control• of tl1c note issue might be transfen-cd to the 
'l'rcasnrc1· by JH'Oolnmntfou, for tho period· nnd to the extent specified 
in th<' pr~lnmntion. 

sa. ln 19~41 the Act was further umcudcd with n yic,v to providing 
thC1 lcgislutivC' framework fo whic11 a central' reserve bank eould 
operate. 'l'hc amending .Act tnn<lc n l'ndicnl .alteration in the manage
ment. of the n,mk by substituting control hr a boa\•(!· for control 
by a governor. Eight directors were provided fo1· iu the Bill,. namely, 
the Governor of the Bnnk, and the Seeretn1·y ta tl>c O'ommonwcnlth 
Tr<·asm•y, two chosen for their kt1owlcdgc of currency n1Jittcrs, nncl 
four who were or had· been associated with some form of commerce 01· 

industry.' During tlic progress. of the Bill through Par1ian1e11t, the 
provision fo1· t:nro• "cuncncy " directors was deleted, und the .Act . 
provitlc.s that the Bonrd shall' consist of the Governor, wbo is the 
chief executive officer, the Secretary to the 'rrcasury, and six othC1t'i 
'' wl10 urt• or hnvc bce11 actively engaged in agriculturc

1 
commerce, 

finnnco 01· ind us tr) ". It was Iurlbrr· providcd tl,at these. six director, 
!-ihould retire in rotation. The clcctiori. of a chnirinan was· left to tbr 
memhc1·s, und up to the present time the offices of govcr~or nnd 
chairman linvc not been combined. Tho Iloard was given -aqthorily to 
appojnt all' e.xccutivc commit~e of any t]~rcc direc~ol's to carr.Y .QP tJ1c 
business or the Bank between meetings of the Board,.and this ,rntliority 
has been cxct•eised. The· Act provides ·also for a Board of Advice in 
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J,ondon, but no bo11rd' ·)1m:1 been• nppointCd. 'rJrn Note· Issue Depart
ment wus rctainctl,. hqt its mnnngcment was transrcrrctl to the Bank 
Hoard; and the· provision for tho transfer of tho uo\c is.sue· to the 
1i1r~nsurer in cnsc of emergency wns 1·epcnlcd: 

84. Undor tlic Act, authority wo.s given to incrcnsc the capital· 
of the llank to, :£20m., but no action hns boon taken apart from the 
transfci·,. lis prl'.lYilled in the Act, of £4m, from the Bank Reserve and 
RcdcmJ)tion Funds to the Ca(lital Fund. The net profit>i of the Bank, 
n(lart from· those of the Note 1:,-snc Department, wbfoh still: went to 
the Treasury,. were oo be nllocatcd as follows:-Half" to tho credit of 
the Dank Reserve Fund, and half to the National Debt Sinking· Fund 
on Coinnlonwealth account. The Act provided thnt· after a date to 
be [>rocluimcd, the Board shou\d fcr and .1mblisl1 from time .to time 
the· .-ate., 111, which it would discount and recliscount bilb of exchange,. 
hut, UJ> to the present, no date· hos. been }>roelaimed. It was. also 
provided thnt from a date to be· fixed by proelmnntion the banks 
should sctllc theh- inter-bnnk balances by cheques drawn on th• 
Cpmm011wc11ltJ1 Bnnk, but there was no compulsion on a bank to keep 
anY particular amount on deposit with the Commonwealth Bank. 'l'ht• 
trading banks· voluntarily oponcq. accounts with the Commonwealtl1 
Bank, nnd no· .proclamation under this power ltas been issued. 'l'lw 

• noun.I' was given authority to issue Australian notes in exchange for 
~tcrling or sterling securities lodged with the London branch •~ t_hc 
Rimk. ./1:11 banks were rcquh-cd to furnish to, ihc Trcnsurcr statistics 
cf quarterly averages of their liabilities and assets witl1hr Anstl'nlia, 
on a basis similar to that \L~C:d· previously in rurnishing statistics to 
Slntc aut.l,oritics. • 

85. By the Commomucalth Bank (R1'ral Ci·eciits) Aot 1925, it 
was provided thnt 25 1>cr cent. of the net annual profits of the Note 
ISHuc Dcpn,-tmcnt should be paid into the Rural Credits Department, 
until tl1c amount pnid' reached, .£2,00D;OOO. Tliis. amount wus reached 
ii> Sopteinber, 1932. 

66. 'l'l1c Co111111omuealtl, Bani, Act. 1927, provided fo1· tho trar1sfer 
ot'. the· Navingij bank business to a scpnrt1,tc institutiori-thc Common
wealth Snving,; Bank of Australia-which was _esfoblishcd· by the 
.Act. Provision• wn.~ made for its mallogenient tiy thr Oommonwc.>alfh 
Dank Boar<l until a commissio1L of tllm' shoulrl· be appointed· upon n 
resolution· of. both Houses or Pnrliamcnt. No action has yet been 
tnken for the appointment of the co1'nmissio11,. and th<' mnnngcmcnt 
of the Savings Bnhk rctnafos ,;,;w the lionrd of the Commonwealth 
IlDJJk. • 
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'rIIE SYS'.£EM.IN OPEIM.TIO~, 1901 TO 1936, 

(a) PRE-WAR 1001 ,·o 1914'. 

87. From 1901 up to lhc outbreak of war iq, 1914, credit policy 
wu, in the hands of the· trading banks, including· the Commonwealth 
Bmik from the time of its establishment. Tliroughout. the war period, 
nnd for some time afterwards, credit policy was considerably nffectccl 
by the Government's mctliods of war finance. .As tho-influence of 
war finance flisappcared· i11 the pos.t-war period, credit policy once 
more rested with the. banks. This continued until }929, £or .the 
Commonwealth Bank cannot be said to have become in-any real sense 
a central bank ~cforc that year. 

88. Throughout the gre.atcr purt of the period 1901-1936, the 
international reserves of the banking system were held largely by 
t.hc trading bnnlcs, partly in gold in Australia, and partly in gold or 
sterling in London. In this respect there was· little change until 
1929, and; except !or the periods 1914 to 1920 and· after 1931, sterling 
was oquivnlcnt to gold. . 

89, Until 14th July, 1915, Australia was on a gold standard. 
1'11c mcuning of this may best be illustrated by a sitnplificd description 
of the pre-war gold standard in England, and an indication of' any 
cliffru·cnces between it nnd the Australian gold standard. 

90. In England, the monetary unit, the pound sterling, was 
legally equivalent to 113.1 grains of fine gold,. or 128.27 grains of 
standard gold, •rhe weight of stand111·d' gold in a sovereign· was 
123.27' gl'ains, and an ounce of standard gold, therefore, was wortl1 
£3 17s. l0½d. Complcta freedom was allowed. in dealing with gold .. 
'rhcro w11s no limit to the. extent to which it. might be imported or 
exported, coined or melted down·, sold to or bought from. the Bank 
of England. Gold sovereigns and J1al£-sovereigns were then· current 
in England, but this circulation was not essential to the gold· st~ndard. 
In order to maintain the gold stand~rd. it was necessary tl1ot holders 
of notes should be able to get gold for them at tbe official. rat~ so 
thnt the value of the pound should not fnll' below its official' value in 
gold. Again it wai necessary that holders of gol'd should bo· able to 
get notcs·for it al the official rate, so that the ,-aluo.of tl1c pound sliould 
not rise ubove its official value in gold. The legal provision iu itself 
wus not enough to keep the yaluc of the pound and the value of the 
fixed weight of gold equal. Action was taken by the Bank of England· 
to ensure that the standard was effectively maintained.. In .t.he first 
plae~; the Bank helcl a stock of gold sufficient to meet emergencies, 
and •n the next plilce the Bank took steps to, avoid qeavy withdrawals 
nf gold, or abnor~nl. accretfoD$. 

./ .. 

'-· .. •, 
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91 The other chief countries of the world were also on a gold 

stand~rd. The British sovereign contained' 113.l grains of fino· gold, 
uud the American dolla1\ for instance, contail!cd 23.22 grains, A 
sovereign· was therefore equal in weight of fine gold' to 4.866' dollars, 
and this relation o! their respective· weights wns known us tho gol<1 
p~rity between them, and was tho ,·ate at which tile pound sterlii1~ 
normally exchanged for dollars. Any serious departure from tins 
rate.would make it profitable to ship gold from one country to another. 
When, 'for example, the exchange rate moved so that th• ]l0Und 
sterling exchanged £or more than 4.866 dollars, it ·raight be profitable 
to ·buy· gold in the United· States \vith dollars, and ship it to London 
where it could be sold for pounds sterling. Conversely, wlicn tlte· 
e:tehanoe rate moved in the other direction, it might be profitable to 
ship g;ld from London to the United States. In either case, the 
shipment of gold' would only be profital,le if the difference from tho 
gold parity was at least enough to cover· the cost of the transport, 
insurance and loss of interest involved. 'fhe rates above nnd below 
s-old parity at wl1foh it paid to ship gold were called the gold points. 

'92. One. cause of a drain of gold from. England- or of an influ.~ 
o£ gold to England, was a movement in English P:iee levels in relation 
to tho price levels of other gold standard countries, If, for exam_Ple. 
English price levels moved upw4rds in· relnt_ion to tho:'e of tho Un'.t_crl 
States, foreign. purchases of the high)y-priccd Engllsh ~ommod'.bes 
would tend to decline, and English purchases of less h1ghly-prwcd 
American eommoditie~ would incrcn.se. This would. mean !I-greater 
demand £or dollars, and unless it wero offsot, for example, "1l~• 
American investors wishing to invest funds in England, the exchange 
!'Ate· would fall b~low 4.866, and, 'if it fell' far cn011gb, gold would be 
c,qiortcd· from England. Conversely, if prices moved far enough in 
tho otl,cr direction the· e.,ehange rate would· rise, and· gold would be 
imported into ~ngland. 

93. The Bank of England ]Jad dcveI01,ecl a technique at credit 
conir~etion and expansion which enabled it to keep England on the 
gold. standard.. The guide folio.wed was the movement in the exchange 
rate, If, £01• example, the sterling-dollar rate went to the gold export 
point, and a drain of gold was threatened, the Dank endOllvoured to 
check it by initiating a credit contraction. This was usually brought 
about by raising the Dank rate, i.e.,. the minimum rate at· which the 
Bo.nit was, prepared· to discount first class bills of e)\chango. ?'_ho 
Bank sometimes supplemented this. action by the sale of securities 
~n the open.markot .. The result ot suclt measures-was a rise in interest 
rates because the banks, were accustomed to follow the lead of .the 
Bank of England; a restriction of credit; and a tendency for prices 
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to mu. 'fhe higher interest rates tended to eneoul'aiic roreign invest
ment in England, and uny full in prices to discourage imports; tho 
demand for sterling increased,. and tl1c rate movea towards· parity. 
Tf tbcro were an influx of gold the Bunk might lowc,r the Bank rut,,, 
nn<11 if necessary, purehase securities; lead~g to a fall in. interest. 
rAtes, au expansion of credit, a rise in prices, and ~ movement of u,,. 
exchange rnte back towards· parity, 

94. 'l'hc Australian pre-war gold standard wns offocth·cly main 
tuincd by somewhat different methods. The Australian poun\l. was 
legally c<1uivalcn! to 123.27 grains of standard gold,as .was s!IU'ling. 
The .Australian sovereign was identical in weight and fineness wit!, 
the Englil)h .sovereign, so that the normal rot~ of excJi~nge between 
the two currencies ,vns parity. Trading bq.nk i;iotcs, Qucc.n.sl~ncl 
'i'rcusut) notes, and, aiter 1910, Australian notes; circulated aloncsidc 
the gold coin;,ge, into which they wcro, freely convert.ible. There. wns 
JJO· restriction upon the export or the import of gold, µor was \4erc 
nny limit to the amount of gold' which any one· coul\l sell to an 
Aust1•alian Mint at the fixed price of £3 17s .. lO!d, per .. ounce• standard 
(i.e., ll/12tl,s fine), Any one who deposited gold at the Mint, i:n, 
amounts of not less than 1,000 ozs., could· liavc it mintec1 there, subject 
to the charges for assaying, refining and· minting. •rhore was a 
regular export of gold produced nncl very little import. No-gol<l 
points wore formally reeogn'ir.cd, but the cost of shipping gold wa,; 
gcmcrally from ao-.. to 35s. p<.'r cent. There was, however, no ccntrnl 
bank to take notion as the Bank of England did, und Atistraiilin banks 
liad dev('lopecl thrir own method· of maintaining the• g'olcl ntandnr<l, 
giving 1,arity of exchange ,Yith Ellgland nnd corresponding rates. 
will, other gold standard countries. 

95. Until the depression, the Australian pound· au~ .thu English 
voun<l. ,, Crc genl•rall) rcgurclecl a::-. iclcntical. In cxcllangc transaction~, 
Englisl1 sk'rling was quoted at a premium or a ·discoµnt. For: exD.Dlple, 
the quotation "SyUncy on London. Buying 5s. per cent. discount. 
Sl•llin£? lj~. per Ct•nt. premium '\ meant that ·nu AusLrai.iUu: bank 
would bny from a customer £100 sterling for £99• 15a. in. Australian 
currency, and would sell to, a cnstomcr £100 sterling for £100· 15s. 
in. Anstralian currcnoy. Tln,-dil!'erenee-of £1 was· the bank's charge 
on the two transactions. ~'bis method of quotation serves ·to illustrate 
the fact that parity with sterling was regarded ns normal. 'No 
permanent or serious disparity between Australian cun·cncy and 
Briti,h cnrrency appears to have been considered possible. The 
sterling cxchnngC' rate· was in somo measure controlled, by cofuinon 
action on the part of the· banks, and. was not determined' in• 1i:"eo1\\' 
Jlletely f_ree market. Had it been so ·determin~cl,. the rate mu•i l1n,·e· 
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been moi.·c 1·cs1>011sivc to movumcnU; in LonclOn fun&, ns the oversea!-. 
bulnnccsof the Australian bank~ are usually coiled. If, for example, 
the value of exports had risen,. ilic greater supply of London funds 
would• l1uvc tcnclccl to force stel'iing to n discount. Conversely, n fall 
mvaluc·wonlcl bn,·e tcnde<lto force sterling to a premium. To prevent 
::Jlloh movement~ of t.he cxebnngc rntc, it wu~ essential' tlu1t the bankh 
should continue to buy or sell stet•ling in unlimitccl' quantitic.s at the 
l'Uling rates. In orde1• to do this the banks hncl to allow their London 
funds to full when sterling wn.i:! tending to n prC"mium, nnd, eon
,·crscly, to 1·isc ,\'hen sterling wa~ tending fo n diseount. So long a,t;; 

tl,u bank,; held suffieiunt funds in London, and were wiJling to· p,rmit 
tl,csc fluctuations, they could control the exchange market. • Tho 
bnilks had,. in fact, developed a technique which enabled 

0

them, in 
nm·mnl' periods to maintain ndcqunte funds in Lontlon to control thr 
exchange rntl', ~nd .Australia was thus kept on a gold shmclnrd, witJ1-
out special shipments of' gol'd to and from AustrO.lia. ~nrh m, are 
usually as.soeiatccl witll n gold standard. 

96. Cnncut .A.ustralinn brmking p1·uctice i~ to pay attontiou to 
the rat.io o,f cn~h to deposits, t.!Je ratio of liquicl resom-ces to totnJ 
liabilities to the public, and' the ratio of advances to <leposit..'i. 'fhcrt• 
it. no gcmu·ul' ag1·ccmcnt as to the or<l.01· of importance of these ratios, 
nnd there· is somu tliffcrcncc of pmcticc w; to what is regarded as cnsh. 
W!lilc Austrnlin· was on a gold standard, cash jncludcd coin, bullion. 
and .Australinu notes. Some banks included money· nt short call in 
London, and others did not, just as some now include· Commonwealth 
treasury-bills and others. do not. Liquid resources included cash, 
British trcnsul'y-hills, money at short call' and bills receivable in 
London, British government securities, and· Australian government 
!iceuritics. Every bank had its own opinion as to whnt WC'rc sntisfa<'
lorv l'atios from the point of view of profit nnd liquidity, and •hnpcd 
its' policy aceol'dingly.. These ratios were never rigidly adhered to 
by thu banks. On the contrary, they we;e prepared to let the ratios 
alter within.widc·Jimits. But.in the lo,:,g run, every bank endeavoured 
to keep its ratios within fairly welI defined· limits. 

97. In order to meet s~nsonal' requirements, the bnnks nccumu
Jntcd lnrge sums in London <luring. the export season, and allowed 
them to clceline .gradually <luring the rcmnimlcr of the year. From 
the point of view of a single hank, an incrf.nsc in its London funds 
over it.c; norm1\l holding, without a corresponding deercaso, in .A.us
t,rnlinn funds, tended to improve its liquid ratio, and tbc1-efote its 
power to lend; conversely, a. dc~rcn~c in• its Londo~ funds wit110_11t 
a corresponding increase in Austra~iau funds,. tended. to reduce lt.1> 

power to )end. If one bank found that its holdings of L~ndon funds· 
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were too large, 'or too small, it adjusted the position Jiy ~ellin.g to, 01· 
buying from, other banks through exchange brol,ers. In either ~ase,. 
its liquid resources WO!lld remain unchang!}d in amount, 

98. For the banks. as a whole, of course, it was n.ot possible to. 
meet the position. in this way .. A general -inerease in London funds, 
without a corresponding decrease in Australian .funds,. meant a 
general increase in the liquid resources of. the system. Since no one 
bank know accurately the amount. of any holdings of Lo~don funds 
except its own, it. could not .be certain as to the extent of the 
increase in l'.iondon funds, but it would be a matter of common 
knowledge, for example, tlrnt export values. had increased. In these 
circumstances, generally speaking, the banks, finding ti)eir liquid 
resourees• increased,, were in a position to· len4 mpre. Co:q.verscly, 
when London funds. decreased without a: corresponding increase, in 
Australian funds, they were inclined to lend less. Whenever ,receipts 
from export.s ·were high, or government overseas borrowing increased,, 
or imports fell off', the liqmd resonreea of the system tended to i·ise, 
and an expansion of credit could be expected. Wheneve,· receipts 
from exports were 1·cduced; 01· government overseas bolro'\ving 
slackened, or imports rose, the liquid resources of the. system tended 
to fall, and a contraction of' credit could be expected. 

99; If the banks were in such a. position that their cash ratios, 
liquid 1·atios, and ratios of advances to deposits were satisfactory, 
and a net increase or. decrease in London funds altered. them, the 
steps taken by the banks would restore the ratios and lead to the 
necessary adjustments in London funds. Wh~n, for e;ample, the 
course of export values increased the London funds of the banks, it 
simultaneously increased the Australian deposits, or reduced the· 
advances, of those customers from whom the banks had bought export 
bills. The first effect of this was that the ratios. of advances to, 
deposits would fall, and the ratios of cash to deposits and liquid 
assets to liabilities would rise. If this change in t_he ratios were large 
enough the banks would be ·prepared to inorease their advances thus 
raising the advance-deposit ratios; Any increase· in advances· ;oulCI' 
tend to increase deposits. Cash ratios and liquid ratios would the~ 
falt Further, the expansion of credit in this' way would tend to 
increase the aggregate money income of Australia and to stimulate 
imports, which would in due course reduce London funds. Con
versely, a net decrease in London funds leading to a change in. the 
ratios would.generallyresnlt in a restriction of advances, which ·woula 
tend to restore London, funds through a decline in imports .. 

100. In this way the Australian banks met the strain imposed on 
the stability of.the exchange rate by movements in London 'funds, and 

..,, . ,,.... 
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maintained parity between English and Australian currency. So 
successful were they that up to 1915, and from 1925 to 1928, there 
were only very small movements in the rate, Even during the period 
1915·to 1925, wheil Australia and England were both off gold, sterling 
was never-nt a greater discount than £3 10s. per cent., nor nt a greater 
premium than £2 10s, per cent There was, however, no exact relation 
between nn incl'ca:Se or decrease in London funds; and an e..'i:pansion 
or contraction of credit in Australia. The banks !tad no mean~ of 
estimating accurately how the demand for imports would respond to 
the expansion or contraction of credit. At times it might lrnppeu, 
in the ea:sc 6f an expansion, that tho effects upon imports would be 
to reduce London funds to a level lower than was convenient; at 
other times ·a contraction might have the opposite effect. In either 
case.the-movement in London funds would servo again as an incllcntor 
to the banks, 

(Ii) WAit-TrnE, io14 'rO 1920. 
101. During the war Australia abandoned, the gold standard and 

adopted many financial measl!res which caused alterati~ns in tho 
monetary and bankilig system. In July, 1915, the export of gold 
from Australia withoµt the consent of the Treasury was forbidden 
by proclamation. It was not found necessary to pass a:ny legislation 
giving further. power to the Treasury to· control the use and disposal 
of gold. All th;ough the ,yar period, and indeed until the end of 
1929, the Australian note was legally convertible into gold, a:nd· there 
was no legal limitation ou the freedom to deal with gold other than 
the prohibition of export fro1n 1915 to 1925. But the Troa.sury 
dfd not exchange gold for notes, and the Australian note became 
in practice inconvertible. The banks· ceased to casl1 ch()ql1t'l's in goM, 
and undertook not to present notes to the Treasury for gold. The 
general public· was refused gold except in small amounts. The 
Mints, however; adhered to the practice of buying any gold offered at 
£3 17s. 10fd. per. ounce standard; and of issuing sovereigns to any one 
who deposited 1,000 ounces or more of gold. In fact, tl,e right to get 
sovereigns was exercised only by the banks. 

102. The measures • of war-time finance helped to produce au 
expansion of credit from 1914 to 1920, which wa:s accompanied by 
rising prices. The main features of these monetary changes were that 
notes were substituted for gold held by the public and by the banks, 
that additional notes were issued and lent to Governments ,and to 
banjcs, and that banks were given the right to get further notes· under 
certain conditions. Much of the gold held by the public came to 
the ·banks· and was not paid out again. Immedfately upon the out
break of war the banks voluntarily brought large sums of· gold to 
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the 'l'rcusury to exch!lJlge for notes. In -October, 19~t, the 'fre!lSUry 
arranged that the banks should surrender 10,00.0,00Q. sovereigns in 
exchange for notes. In September, 1916, the bank/l agrceq. to provide 
in exchange for notes a further 5,000,000 sovereigns for. ·export, 
'l'hc stocks of gold accumulated by the Commonwealth Trcaslll'Y raised 
the note reserve from £4.lm. in June, 1914, to £17.7m, in 1918, anti 
to £24.3m. in 1919. 'l'hese exchanges of gold for. notes did not alter 
tl,c volume of legal tender currency. T/lc notes· issued merely 
replaced the sovereigns withdrawn from ·ch·culation. But tlic 
iilcrcased· gold holdings of the Treasury made possible a coi;19iderable 
increase in the· volume of' legal tender currency within the limits of 
tho note reserve requireD1ents. 

103 .. Tho legal power to issue additional notes backed• by this 
additional gold was-used-very early ·by· the Treasury. -In-October, 
1914, the Commonwealth Government agreed to lend to five of the 
Stutes (excluding Queenslaud)-£l.8m. for public worl<S, ou condition· 
thut. they would not raise new loans. for. n year. In order to make 
the-loan the Treasury increased the note issue by £18m. Subsequently, 
furtller sums amounting in rill to £4ni. were similm·l;r Jent to the 
Stntcs. 'l'he· exchange of gold for notes did not directly affect the 
cash-·position of the· biml(s; but the cxponditure of· tho· loan money 
by· lhe States increased; sooner· or later, ·both the deposits and ·ens!, 
resonrccs of the banks, and· raised the ratios of cash to deposits. 
The-note issue jumped from £9.6m. on 30th June, 1914, to £32.lm. on 
30th June, 1915. 

104. A more direct, but in the result n IC$$ important, means 
of increasing the-cash resources of the bnnkl, was the grol!t of' rights 
to obtain notes, from the Treasury. In October,. 1914, the Govern-· 
mcnt gave to the banks the-right: to get £3 in notes-for. every sovereign 
presented by the. banks at the Treasury.. Two-thirds. of the amount of 
the note.~ so issued, were treated· as a. loan to the ·banl<S, which wero 
required to pay interest at the rate of 4 per .cent. per annum, and to 
repay the. principal. not later thnn twelve months ofter the end of 
the war. Similar rights- were given to the banks when· they handed 
over· 5,000,000 sovereigns for export in September, 1914. In 1919· 
the banks advanced· up to £6m. to provide cash-in lieu of 5¼ per cent. 
war gratuity bonds for special eiasses of recipients. For this service 
the banks were entitled to obtain advances· at. the same rote from the 
Treasury up to the total nmou~t provided. • The 1920-21 ha~est was 
financed by the banks in the .four wheat-growing States by advances 
at 6 per cont .. interest. Every b~nk whic~ made such an advance had 
tho right to borrow at 5½ per cent. from tho Treasury up to the full' 

nmount outstanding .. 
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. 105. ,Another method. of finance was the arl'nngcment made fol' 
ti\• war. and pence• loans raised· in Australia from April, 1918, to 
September, 1920. The. pion as applied to the sixth wnr· loan was as 
follows. In order to enable their customers to subscribe to the 
war loan, tho banks agreed to offer overdrafts up to 90 11cr cent. of 
the subscriptions, the rate of interest on the overdrnfts to be 4 per 
cont. p~r annum.. As the wal' lonn canied interest nt 4½ 01· 5 per 
oent., tlw conditions of t.lrn overdraft proposul were 11tt.l·11ctivc. On 
fts pal't tho 'l'rensury undertook to make to nny bank a loan ot notes, 
if :heeded, up, to the :imount of ov01·drafts granted to customers and 
stilt outstunding. The interest to be paid by the banks fot• these loans 
wt1s· fixed· at 8 pet· cent. Similar arrangements with cliffercnt rates 
of inte1·est applied· to tho other loons. 'l'lie extent to wliioh the· banks 
made use of these various facilities may be gauged from tho fnot 
that up ·to December, 1920, the sum of :£12.04m. hncl been· advanced in 
notes by tl1e Treasury to the banks, of ,vl,iclr £6.97m. hncl ·been 
l'cpnid. 

106. In these ways, <lw·iug the wn1· period• nnd for somt\ timr 
nftcr.wni-ds, the effect 0£ moYemcnts in LonUon. funds on the-<'xpan• 
::,iion und contraction of credit in .Australia, was outwcighC'd b:'· 
gov.crnmoutnl action which increased the volume of th(" cush l'Pt;OUl'CC''
of the banks nncl enable,] un C),.1Jausion of Cl'cdit to tukc pince. 'rhis 
in turn was followed by o riso in priees. Dul'ing the wl,olc of the 
wnr period, and. even later, tho additional uotcs issued were ba<"lp:~cl 
l,,y gold to considerably more thnn· ond'onl'th of their vuluc, bul this 
dicl not prevent a.fall in the purchasing power. of money in Austmlin. 
A. strain on London funds, due to overseas expenses. of war .. wns 
prevcqtecJ. by bo2·1·owing abroad and by the J1igh pl'iees of exports. 

(c) PosMVAR 1920 ~·o 1929. 
107. The Board of Directors of the Note Issue Department, or the 

Notes Board as it wns commonly called, took over control of the 
note issuC· in December, 1920, ancl aimed nt preparing· thc-wn.v for 
a· rclurn to gold as soon llS circumstances permitted. At the time 
when the Board assumed control the note circulation: was £55.24m., 
ana by December, 1923, it had fallen. by £Sm. . The Board had 
assumed the liability o( the Treasury to make notes available·. to-the 
banks· under ,the various agr~emcnts. No rigbts were eancellecl by 
t-ltc.Ponr<l, but some.expired by·eftluxion.of·time, As "'.heat and otl1er 
temporary advances were liquidated, the banks repaid advances to 
the Board and the- proceeds were ·nvniloble to reduce the note 
circulation. To assist in financing exports the Board offered the 
b~nl;s -advanees, to the, extent .of. £am .. in, 1922-23, £am, in 1923-24 

0;.-d: .£~m: i11-1924-25,. but- only ver;r small aclvnneoo were ·aetnall~• 
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mude. 'l'he rights under the war gratuity arrlingeinents, would' have 
expired' in May, 1924, when approximately £4m. in notes had to· lie 
1,nid to the banks, in consideration of amounts pr,ovfdcd by them. 
The Notes Board, however, anticipated this p1lymetit ·and issued the 
notes two or three months enrlicr, ,musing n rise of· some '£4m. in 
tho note issue. Tlie net effect oli tho note issue, of' nil' these trans
actions, was that when the Notes Board wns transferred to the, control 
of the Commonwenlth Bank Board in October, 1924, the note issue 
stood nt £56.89m. • 

108. J\ recession, in tl'!lde began in 1920,, and this, was, aeeom_
pnnied by exchnngq and em·1•ez,ey troubles. 1'l1ose who, were expect
ing n revival of trnde had placed ai·ders, overseas fo1• lnrge quantities 
of goods, and these, with mapy, orijers placed: in London before the 
end of the war, were unexpectedly filled. Imports, which hnd been 
.Cl02m. in 1918-19, and £99m. in 1919-20, jncrcascd to £164m. ;,, 
1920-21. Loudon funds were reduced, sterling· went to n premium, 
credit wns contracted, a'nd irilports decreased. 

109. In 1924 fm'ther exchange and <.nn:rency troubles nrose. 
Owjng to Jurgc public-boi:rowing nbroad, the investment of 0versens 
capital in new industries in Anstrnlia; nn influx of capitnl brouglit 
by immigrants, and 'the accumulation in London of Bawra p;•ofits 
for remittance to, Austrnlin, the 1920-21 position wns reversed,. Thero 
w11s a grent incrcnse in London fimds, the exchnngc rate was nltc1·ct1, 
an<l: sterling was quoted at n: discount .,amounting in October to a, 
maximum o[ 3½ per cent. It wns commonly Stnted thnt "money 
conk!, not be tran~feri-ed" from London to Australia. 'rite fact was 
that sterling could }mvc exchang'cd 'f61· Australian CU.rrcricy if' 
only the <liscount had been allowed to increase snffieicntly. '!'he· 
hanks, howcyer, did not take thi~ course. In l\Iay, 1924, they aslml 
the Notes Bonrd' to issue notes secured by gold, cash balances in 
London,· 01· npprov~· British Government securities. TJrn. Board 
offerecl to do this with n limit of £3m., subsc<J,uently raised to £5m. 
'!1he banks were opposed to any· such limitation and negotiations 
continued. In August, 192'!;, tlic banks' complained· of' a shortage 
of currency, but. the Board denied the shortage, and asserted that 
th<-'re was. no eviaenee· to support the banks" contention. In October, 
l 924, when the Commonwealth Bank took over the notG issue, it was 
rmpowei·ed to issue•notcs, if necessary, agli.inst.the SC!curity Of London 
funds, The Bank Board offered' to fasue notes up to £15in. on 
condition that interest was paid at the- Bank ,of England rate, that 
75 per cent. of the advances_ sl10uld be repaid l)y 31st August,, 1925

1 
and the remaining 25 per cent ,at a dale to be fixed by further 
negotiations. Under 'this· arrangement' advances, were made by 'the 

..., ,I 
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General Banking Department of the Commonwealth Bank without 
~ increase in the, note issue. 'rhe maximum amount of advane?s 
outstanding at any time was £2.8m., and all the advances wel'e rcpa~d 
by June, 1925. The trading banks also converted some of their 
London funds into Australian funds by importing approximately 
£10.5m. in go\d between Feb1·uary and May,, 1925. This may have 
b~en, done because the bnnks thought the gold would serve as cash 
.if notes could o",,iy be obtained i.l the form of a temporary advance 
on conclitions • or it may have llecn a means of replenishing their 
gold' stock in

1 
view of the expcc.ed return of Australia to a gold 

standard. 

no,, On 30th April, 1925, Australia, along with Great Britain 
and' New Zealand, returned to a gold standard, and the exchange 
rate moved to parity with sterling. The new gold standard estab
lished' in England differed in one respect from the pre-war standard. 
From,this,time.gold could only be obtained from the Bank of Engla~d 
in the form of bars' of not less than 400 fine ounces at the fixed pi·we 
of, £3, 17s. l0½d. per ounce standard. Gold coins, too, whieh had 
1>ractically disappeared in war time, 1·emained out of' eirculation. 
'flie new gold standard established in Australia was similar to the 
old· except jn one important respect. The p1·ol1ib;tion of the export 
of gold wus withdrnwn; but, although the Austl'alian. n~te still bo:·•, 
on ,its face the promise of the Treasurer to redeem 1t m gold com 
on ,clcmrmd, in practice it remained inconvertible. The· i\iints ,~err 
still prepared to buy gold at the fixed price, and to issue sovere1g~• 
to any one who deposited 1,000 ounces or more of gold. Indeed, !h1s 
practice was only abandoned in September, 1931, when the Mmts 
ceased to mint gold coins. 

111. The period 1919 to 1929 was on the whole one cif_ rising 
industrial activity, which reached its peak in 1927. Many indexes 
show the growth of this activity. Over tl1e period factory employ
ment substantially increased. Unemployment, as measured by the 
Commonwealth Statistician's figures, reaclled' the lowest po~t-war 
fi"urc at the end of 1926, although it had risen sharply agam by 
the middle of 1928. Share prices by 1928 had risen to a, level 
50 per cent. above the depressed level of 1921-22. From 1919 to 
1928 e.:port prices fluctuated, but the average was so~• 50 per een\. 
above pre-war prices. In!Ports and exports both rose I!' value. For 
the five years 1919-20 to 1923-24, imports of mere_handise averaged 
£l.28m. and exports £125m. annually. For the next five years 1924-25 
to 1928'29, imports averaged £150m. and exports ~141111. annually. 
Public borrowing, both overseas and internal, continued on a scale 
only slightly less than that of war-time borrowing. In the ten years 
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bciwccn 30th June, 1919, and 30th June, 1929, tho, net ncldition lo 
ovcl'$eus public debt was £225m., and to. internal debt £173m. ~•he 
greater part of these sums was spent by Austtnlian Governments· on 
publie works. 'fhcre are no figures avuilnblc wl1ich shOw how mm1v 
pcopli• were dependent for their· livelihood upon this· cxpemliti,r~. 
But., us tho unnunl avcrugc of lonns raistid at llomc mul abroad was 
approximately £40m,, employment dependent upon public wm·ks 
finuucccl by lonns· must have been considerable. 

112. 'l'hu deposits of tl{e trading banks rose stcndily from 
£103.4m., in the .June quarter of 1919, to £302.3111. in the June <!Ullrtm· 
of 1929. '!'his increase occurred mainly in fixed deposits, which 1·o8e 
from £104.firn. in 191!) to-£1!l2.lm. in-1929. Current deposits, w)1ich 
wore. £88.9'.n: in 1919, jumped to £114.3m. in 1920, ,nll<l thereafter 
re1namc<1 fairly constant, being £110.2m. in 1929. '.rhcrc ,vas an 
incrMSC in tho trnding bnnk advances fl'om £161.Sm. in tl1c .rune 
'tuarler of 1919 to-£261.8m. in the June qunrtc,: of 1929, ubont e,1ulll 
to tJ1t' inc1·e11s0 in totnl deposit.~. 'l'he note issue fell from· £56m. 
towards the encl of 1925-to £44,n, in ,Tune,. 1928, und £42m. in ,Tune, 
1929. It might nppeur ft-om tl1esc figure., that the·volnme of cnnenc~ 
had greatly tlccrcnst'll, nncl' tlrnt,. with tl10 ex1musio1t of' bunk •deposifs 
during tJ1c pcl'io<l, the banks' cash. position. in Au~trnli1t J1nd· 
clct~l'iorntcd: But, after 1924; the note issue occmpiccl u. les:;; signifimmt 
1>0sitiou. in the monetary systenh and deposits J1C1d· by tlJa, trlidiug. 

., banks with the Commomvealth Bank increased in importance. After 
the pnssing of the Commomoealth Bank Act 1924, tho trading banks 
began to settle their clearings through thch- ueeouuts• ut the Common
wealth Bank. Tlie b1mks had previously eonclneted these elcul'ings, 
a~tcr they had ceased to use· gold for the, purpose, chiefly by menns 
ol. £1,000 notes. After 1924, these notes were lnrgcly replaced by 
deposits with the Commonwealth Bunk, which retired the notes by 
c:<liauiing them for securities held· in tl1c NOtc Issue Dcpnrtrncnl .. 
In this way, between June, 1924, -and June, 1928, the issue of £1,000 
notes decreased from £2lm. to £7m., a ·fall' of· £14m·., which was rather 
more than the total decrease in the note issue bctw,een these dates .. 
One result of' this process, as of any other whiclt involves n trnnsfct· 
of securities from the Note Issue Department to the General' Bnnking 
Department, was to cleerease the revenue of the former nnd to increase 
th~ revenue of the latter: 

118. Jn the period 1925 to 1929, industrinl acth·ity in Australia 
':"~ stimulated by. high ?xport prices and heavy overseas borrowing. 
Neither of these two mfluenees could be ,relied on to continue 
indefinitely at the same strength, and sonic recession was to ·be 
expected when they weakened. This_ point of view ,vns emphnsi~cd i,y 
some observers, hut few foresaw the imminence of depression, and 
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still' fower contemplated that its severity would be neecntunted by a 
world-1vide slump, It hns sometimes been claimed that the Australian 
bunk~, foreseeing the deprussion, issued· gcnc>rnl wflrniugs to th,i• 
J)\lblii:·. '!'here is little substnncr,, in this claim, for the wnrniug~ 
rcg:ulln1ly given in th<' nnnn11l speech{'s of chnirm.en of some trading 
bnnks mnountctl' to, little more than protest~ ngninst cxc(>~sive public 
borrowing nml governmental extravagancr. 

( d) DEl'llESSION AND llECOl'EllY, J.929 TO HJ31i. 

],J4. 'l'he, onset of the depression wus marked by t.ill' complclt• 
cc~!:intion -in ,J mmary, 19291 of 1oug.t.cl'lll gove1·umcnt borrowillg from 
abroiul, ni1tl by a decline in the prices of Austrnliun cxport8, 
bcgiuniug in t.llc middle of 1928, tmd becoming rapid .£1·om the earlr 
1,u1·t of. 192U. 'l1hcsc changes rcimltctl in a soverc drain on London
fonds. '.rhe \'alue of exports of mct·chandise (excluding gold) foll, 
hr £40.a st.c,Jing between 1928-29·und 1929-30, but the value of imports 
fell· by no more tbn11 £12.5rn. sterling, turning an excess of import.a 
of £5,6n,. sterling into an execs.~ of imports 0£ £33.4m. sterling. Over. 
~ens :intert-i;t on public debt, hwlmling locnl' government debt, 
amounted to about £28m. I~terling. Great difficulty wns found in 
mc~1.ing this obligntion,. 1utd rlrnstil'· sLeps hall to be taken to provi<lc 
the funils ·,wccssnry t.o meet thr interest und to pny for impol'ts. ln 
Ol'inbt•r. 1H29,, nnd again in ApriJ, 1930, the Cominonwculth Govern-
111ruit. with n vimv to 1·educing imports, hnposctl pl'ohibitions upon a 
Humber or imports, and raised the duties 011 a still greater number; 
nmt iu .July, 1nao, n primagc <luty of 21 per cent. was imposed on 
all import,. Gold was mobilized and cx11ortecl, l!27.7m. in 1929-30 
aud· £lam. hi 1980-31, drawn mainly from thl' cash reserves of the 
hankh1g :-;,rstcm. 'rhis 1n·occss wns fncilitntcd l>y the Act of 19Q9 
which cmnhlccl the Commonwealth Thrnk to acquire gold from any 
hol<lc1•; by the Act of 1931 which temporarily reduced the note issue 
reserve; an<l by tltr Act of 1932. which nllowc<l the Commonwealth 
J3ank to hold the rcser,·c in sterliug. Other measures were directed 
townttls securing fuuds in London for governm~nt needs, including 
ropaym~nt of m1crdl'nfts. Although long-term lending had ceased, 
the Govcrm1umts were able to arrange for short~term loans, including 
overdrafts, in London amounting at 30th June, 1931, to £38m. 
sterling. 

U5. 'l'ownrds the end of 1929, tho exchange rate with sterling 
ltud risen above the gold export point, and Australia ltnd definitely 
left the gold standard. Throughout the whole of 1930, persistent 
efforts were made to lrnep the rate as nenr as possible to pnr with 
sterling. 1'rnding banks were prepared to sell London funds to their 
eustm11:_ers nt a rate somcw1iat higher tbnu pa.1·, but Jll the effort to 
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preserve .tho rate they ra~ioncd e,mhaugc.. In dccfding what amou_nts 
they ,vould '.Sell to importers, they paid .some attention to the kmd 
o( imports-which the funds were to purchase, but for tho most part 
the)' c::s:crciscd a general restriction, aJ!d allo:wcd tlie. importer to 
decide how to use the. limited supply. In August, 1930, in order to 
un~urc thnt tho requirements of governments nnd loco.I gQvernmcnt 
bodies for the payment of overseas interest would be. met, a voluntary 
exchange mobilization pool was established by agreement between the 
governments, tho Commonwealth Bank, and the trading banks. For 
this purpose each trading bank undertook to hand over month by 
month to the Commonwealth Bank, at slightly Jess. than the published 
rate, a proportion of its gross cash receipts in London. Tho ?om
monwealth Bank also ·contributed to tho pool on· the same lins,s as 
the trading banks. The amount agreed to be provided was originally 
£am. sterling a month, but as-overseas-interest deelincdCit was reduced, 
and now amounts to £2.4m. per month. In· the first wMk of cnch 
month, trading banks contributing to the pool inform the Commo1_1-
wcalth Bank of tho. amount of their gross receipts in Tuoudon for tho 
prevfons-month~ On this information the quotn for· each J.,auk fat· 
the month is determined. 

116. Notwithstanding all these measures, it was fl>und Jmpossible 
to hold the sterling exchange rate, wl1icli had moved by slow stages 
from 101.6 nt the end of 1929, to 108.5 in October, 1980. There was 
great reluctance on nil sides, to admit that the Australian pound was 
not identical with the English pound. All the force of tradition 
wns behind' tho view that the two currency units were one. The 
Governments were· anxious, too, that no serious disparity between the 
two pounds should arise, because a 11igber rate of exchange meant. 
immediately at least, higher taxation to meet overseas interest. It 
seemed to many people that any serious depreciation of Australian 
currency as compared· with sterling, would lead· directly to uncon
trollable inflation and precipitate a flight of capital, of which there 
was already some evidenee. In Octobct·, 1930, no alteration in the 
method of quoting the cxcliange mte emphasized the fact that the 
two currency unit~ were not jdcntical. Sterling was no longer quoted 
al a premium or at a discount, but the price of. £100 sterling was 
quoted in terms of Australian pounds. For e.,ample, instead of . 
•1noting, "Buying Bl per cent. premium, selling 9·per cent. premium", 
bnnks quoted "Exchange on London on· the basis of £100 London, 
Buyh:m £108 10s., selling £109 "· 

H 7. Exch'nngc rationing was, in effect, an attempt to control both 
the price and the quantity of the commodity sold, which in this case 
was ste.;-lil!-g·. A bank which rationed exchange was willing to sell 
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only a· limited quantity to n customer Ht n fixrd ptil·<.• and custom<.'r:: 
who offered higher prices were ncces.<nl'ily refused. It brenme elcnr 
townrds the end of 1930 that t.lie banks conh·ollrd u drrl'ru,iug pl'opol' 
tion of tho total sterling offered·. Exportrl's who hn.t breu paid in 
sterling found tlmt they. could grt a betlr!'· price than t hr banks 
were Offering by· selling it to importrrq, who wrr(' nnablr to get from 

. the bnnks all that they want('d ln these> ('ircumstnncc>~, opportunity 
aroSe, for C¼changc opc,rntors, outsick thr bnnk<o, to nC't ni,: miclcllf'mrn 
between exporters and importl'l'~, nncl to mnkC' a frN• markc>t for 
sterling outside that controlled by !hr hanks. Exchange rationing 
broke down because of thr inhrr<'nt <liflil'ulty when th<' monopoly of' 
supply is not possessed' by those who attempt to ration. 

118. In· December, 1930, whe11 the banks' buying- •ate for £1QO 
sterling ~\'as .£108 !Os. All:Strnlian, the oulsid1.• mnrkt!l was offering 
~110 Australian. The· Ubpal'it~ between the two prices. increased 
in the early part or January, 1931, when the outside market mtc was 
£116-Austl'alinn. On 6th Januarl·, the Ilnnk or Now South Wale., 
:iltcrcd its rate t9 .£ll;j Am,tralian, the other banks followed suit, aucl 
the outside market rose ... still higher. The bnnks then vigorous!y 
competed wiLh the outside market by raising the official rntc w!thin 
tlirce weeks.to £118, £125, and, on 20th .Jnnnnr~·, to £130. 'l'hc ontsid<' 
n;urkct then l,ccnme quiescent~ ancl thP last rnt<.' rC"mninrd 1mehangC'd· 
nntil. Dcce111bcr, 193L 

119: In October and .November, 1931, it looked as if the rate might 
cumo nearer to the old paritr. Export prices then wore higher than 
they had been sinee tJ-.e middle of 1930. Impot·ts of mcrehnndisr 
had-been cut in half, falling from £130.~m. stcl'ling in 1929-80 to 
£60.6,n. sterling in 1930c31. Exports of merehnmlisc bud only fallen 
from £97 .4m. sterling to £76.3nt st('rling, nucl an excess o'f imports· 
of £33.4-m. sterling lrnll been converted into nu ()XCess of exports 
of £15.7m. sterling. London fnncls of the ti·ading banks were 
neoumulntinn, nt a season when, for- the past two yenri::, th£•y had 
shown n tcnd·eucy to decline. There wns some expectation that Eng• 
land's departure from gol<l in September would be followo<l by a 
downwnrd movement in the Australia.London exchange rate. In· 
NoYember, 1931, for example, the outsi£1e market wns quoting £127 
as:, compnr~u with-the official rate of £130, nn<l forward l"~change-waR 
being quoted at £126. At the encl of the month the outside market 
1·ate J,nd failon to £125 5s. In these circumstances, some of tlie 
trading banks began to fen,· that the official rate might fall and 
im•olvo ·them in loss. 

120'. A conference was hclcl in Sydney on 23rd November. rna1, 
between the general managers of the trading banks and the Chairman 
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and the Governor of the Commonwealth Bank. The Commonwealth 
Bank tabled proposals of which the f~llowing were the principal:-

u (2) 

"(5) 

'1'110 Couunon\vmilth Bonk, in conjunction with t}w 
tracling banks, is prepared to maintain the present tele
graphic transfer carded. rates, and will not depart from 
this al'l'nngement without notification ancl consultation 
with the trading banks;" 
The undertaking of the Commonwealth Bank in l'espect 
of number (1) is conditional upon, all_ of the trading 
bunks jointly entering into• the same· arrangement with 
the Commo~wealth Bank"; 
'l'hc Commonwealth Bank will undertake to, co\1tinuc to 
buy cxchnngc from its regular trade customers at carded 
rates condition8.Uy upon the trading banks agreeing to 
the same conditions". 

After discussion, the trading banks were unwilling to accept Clause 
No .. 5 as it stood, ~md it was· decided that tlie fo1lowjng amendment 
should he submitted to the Commonwealth Bank Board at its Ujeeting 
Ol) 1st December, 1981 :-

" (5) 'rllC Commonwealth Bank will u,ndertnkc to, lluy awl 
sell exchange fron1 its regulm· customers jllcluding the 
trading banks at carded· rates conditionally upon the 
tradiu::r banks agreeing to buy and sell all exchange 
offered to·th<1m at carded rates". 

121 .. 'rhe BoUrd,, hqwcvcr,, at its meeting, rejeeted the amendment 
of its pro1,os11ls nnd· the original offer lapsed. On. the following clay, 
the Bom.·d. announced '' that the Commonwealth. Bank will buy from 
the general public. without restrictions and from the bunks con~ 
clitionally upon the banks furnishing all returns required by the 
Commonwealth Bank any surplus of London• funds over the amount 
held by them on 30th November, 1931, at wtes to be fixed by the 
Commonwealth Bank from time to time ". The undertaking to pur
chase the surplus London funds of the trading banks still exists 
although the basis for calculating the sur.plus was later changed to the 
amount lield on 31st August, 1032. At the, same time tl1e Board 
annoU11eed, that it was prepared to buy <!Xcliange· on London at the 
rate. of £125 Australian for £100 London, and·. to, $ell at the rate 
of £125, 10s, Australian for £100 London, Some at least of the 
trading ·,banks were surprised by this step. Hacl the modified pro
posals proved acceptable to the Bank Board, no-alteration in the rate 
would, }1ave been made "without notification nncl consultation wHl1 
the trading banks"· The Bank Board claimed th_at its proposals were 

., 
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mer~ly tentative, and took the view that thu clauses were interdepen
dent, ~I\d that, since clause 5 ha<l not been accepted as originally 
drawn, the other clauses dicl not operate. The rates established on 
2nd December, 193~, lmvc rcmainccl unchanged up to the present. 
Before that <late, the usu11l practice had been for the exchauge rate to 
be determined by the banks in consultation, and the rate Jixed 
continued to apply until a change was announced. Since that <lat,, 
the Commonwealth Bank has announced the rate every Friday 
,~ithont consulting the trading banks. 

122. 'l'he middle of 1932 is usually recognized to hn ve been tlu• 
period ot deepest depression in Australia.. Export prices began to 
rise '.in M~y, 1933, and, although there was another serious decline 
ii, 1934, the tendency since the beginning of 1935 has been upwards. 
TJH.'Se'movements have been reflected in exports of niet•chandisc, wldch 
rose from the lowest depression figure of £75.2m, sterling in 1931-32 
to an annual average of £83.2m. for the next three years. Imports 
rose from thcjr lowest figure of £44.0m. sterling in 1931-32 to an 
nnnual average of £62,9m. sterling for the next three years, giving 
nn average ~nual sm·plus of exports of £20.3m. sterliug. Tl1c. most 
rigid item in the balance of payments, namely, interest on overseaR 
debt, was reduced by the suspension of payments of war debt and by 
tlte, conversion of overseas debt at lower rates. of interest. 'l'ho 
corrective measures taken, and the rise in export prices, have helped 
to make the problem of the balance of payments no longer ac11t.c, 
although the fluctuation. or London funds has at 'times caused soml' 
uneash;iess. 

128. The course of the depression dislocated public fiu;mcc, and 
lel;l to mµusures which pfOducc.;l important effects upon the monetary 
anq banking system. '.!'he fall in the incomes of exporters, the 
cessation of public works finaneed from long-term overseas bonowing, 
and tJ1e consequent decline of other incomes, led to a serious reduction 
of national income. With prices falling, rapidly it was difficult to 

• adjust costs, and business depression and gmwing unemploymcut 
added t_o· the difficulties of the Governments. Revenues fell with the 
decline in national income, but expenditure could not easily be 
reduced, Some of the more rigid items of the Budgets were those sink
ing fund contributions which since 1928 have been constitutionally 
binding on the Governments, and ovct·seas int<.>rest payments. In 
addition,. new responsibilities had to be undertaken by Governments 
such as relief of unemployment. As a result, the combined deficits 
of tlrn· Commonwealth-and State Governments greatly inercruicd 
betwee11 1929-30 and 1930-31. 
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124. The situation wns met by increases in titxntion, 1·educed 

oxpenditm·c, and by external ancl internal borrowing. Between June, 
1929, and 'June, 1931, although several internal loans were floated. 
for conversion purposes, only £12m. of new money was raised by 
long-term loans.. In these circumstailccs, recourse was baa: to short
te1•m bori-owing from the banks both in Australia and in London. 
Dll 2nd April, 1931, the Co1rtmomvcaltl1 Bank advised the Loan 
Council that a point was being approached beyond which it ·,;ould 
be impossible for the Bank to provide further financial assistance fo1· 
the Governments. At that date advances on- treasury-bills made to 
the Govcrnmei1ts· by the Commonwealth Bank were £25m. in London 
and' £23m. in Australia. It was estimated that the co,nbined d'Cficifo 
of the Commonwealth and the States would' amount to £31m. in 1930-3t 
and £4lm. in 1931-82. After a series of conferences, the Commo11-
wcalth and the State Governments unanimously adopted, in June, 
1931, the Premiers' Plan. It was expected that the adoption of the 
Plan would eliminate deficits within a few years, and borrowing 
by treasury-bills or otherwise was approved as a method' of financing 
them in the meantime. 

125. 1.'reasury-bills are three-month promissory notes issued 
thl'oug/i the Commonwealth Bank by the Commonwealth Govermnent 
on account of itself and State Governments. In Australia there ·has 
never been any system either of tendering or of sale in the open, 
mark("t, but, when an· issue of treasury-bills is ~ade, the Cominon
wealth Bank discounts the bills at il fixed rate, using its discretion 
as to what volume it will sell. to the trading banks,. and- what volume 
it wHl retaiu .for itself. '!'here lias· been no definite' basis of allocation 
to the trading banks, but a rough guide followed by the Common
wealth Bank is tl1c amount of deposits wllicl1 a, trading bank holds 
with it. 'l'reasury-bllls are not sold to branches of foreign banks 
such ns the•Comptoir National d'Escompte de Paris and the Yokohama 
Specie Ilank. 

126. The treasury-bills issued prior to October, 1929: were alt 
temporary issues, and· were repaid at maturity. For example, in 
1927,, bills were issued at a discount rate of 4· per cent. per annum 
to provide cash to redeem the unconverted portion of the Common
wealth Government loan of £4.25m. whicli matured at the end of 
May of that year. For this purpose, the Commonwealth Bank took 
up bills to the value of £530,000, and,. subsequently, soid some of them 
to-the tradillg, banks. .In February, 1928; a further issue of £Im. at 
a iliscount rate of 4½ per cent. was taken up by the Commonwealth 
Bank in conjunction with the trading banks. 

127. In London, shorUerm nceommodation for the Australian 
governments was arranged-by means of treasury-bills and short-dated 
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debentures. T1iese have uudergone various changes as to amount, 
;.;te ~f iuterest, and even form, sometimes being termed treasury-bills 
a~d· s~llletimes· debentures. The following five original issues were 
madil:-

Tlmoo(Jasue-, Amoun~. J.'orm. 
Orli;lnril 
Digcount Towhom 
llnW per ls.~ucd. 

cent, 
l'urposc, 

£ £ 8. d. 
1. Soptember, 5,000,000 Trcmmrv 0 2 8 Public .. 

'}

'.l'o meet London re-
1920 Dills" quiromcnts of Com-

2. NQvombcr, 5,000,000 Trcnsury 5 7 0 Public .. monwcalth and 
1020 Dills certain States 

3 .. November. 2,050,000 Treasury 5 0 Trading To reduce overdraft n.t 
1930 Bills Banks Westminster Bank 

{

January, 10,680,0001 
Dcbcn• 3 and 3½ Common- For ovcrdrnft accom-1031 

4c. February, 515,000 j tures per cent. wealth modation • fo, 
1931 Bank Governments 

£ h, d. 
5, April, 1931 (i,000,000 Treasury 4 0 0 Wcstmin. For balance of over. 

Dills ster Bnnk draft 
----

Tot.a.I .. :lS,076,000 

128. The first issue was taken over by the Commonwealth Bank 
in March, 1931. Six months debentures were issued and were 
periodically renewed, the rates being reduced by stages to 2½ per eent. 
in September, 1932. In December, 1036, the issue was replaeed by 
tl)rec-months· sterling treasury.bills in Australia at 2,l per cent. 

129. The second issue was taken over by the Commonwealth Bank 
in junc, 1930, wl1icl1 sold bills to the public in July. These were 
i·cnowed in December, 1930, and mC't, in Jm1C', 1931, by Commonwealth 
Bank overdraft. In Auo-ust, 1931, a six-months ch•benture was issued 
to the B'ank, payable in°l\farch, ancl was rem'wed p~rioclically. 'rI~e 
rate of interest was reduced by stages to 2f per cent. m August, 19_3"". 
In February, 1937, the issue was replaced by three-months sterlmg 
treasury-bills in Australia at 2:} per cent. 

130; The third issue was dealt with as follows:-Tn July, rn~2. 
the, trading bnnk~. exchanged· one.half of these bills ~or trC'asury-bdls 
issued, in .Austl'a1in. 'l'he other half was paid to :he trading ba~ks 
iu London by the Commonwealth Bank, which received trC'asnry-bil!s, 
issued, in Australia. 'rims, £2,030,000 was transf<>rred' to Australia 
and-became-part of the Australian short-term debt to, the amount of 

. Ji3, 705,000. 

131. Rates on the fourth issue were later increased to 4½ and 
5 per eent., and still later reduced by stages to 2 and 2½ per cent. 



56 

1
J'im :l.foNh'TAF,Y AND· BANKING SYSTEM 1901-1936, 

£500,000 was paid off and £17,184,000 luis been replaced by three-
• months sterling trcns\i1•y-bills in Australia at 2¼ pm, cent .. 

£2,491,000 t·omnins as short-term debentures in London, at 2 per. cent. 
132, The rate on the fifth issue was increased to 6½ per cent. it, 

September. 1931, nnd reduced later to 4½, B½ and finally 3 pet• cent. 
£1,500,000 was paid' off at different times,· and. in June, 1031, the 
balance, £3,500,000, was taken over by the Commonwealth Bank. 
ln Seplemher, 19341 three-months debentures were issued in Australia 
at 2} Jlcr cent These lmve been re.newed periodically, but £250,000 
has henn pnicl off, In September, 1936, the issue (£3,250,000) was 
replnccrl b)· t.J1ree-montbs sterling treasury-bills in Australia at 
2¼ per .cent. Of thcsc· £700,000 are held ·by the National Debt ·Com
mission as a temporary investment. 

1a2~ .. 'l,li" present position is-

£ 
Sterling treasury-bills· in ·Australia 30,384,000 at 2¼. per cent. 
Rl1ori-term debentures in London 2,491,000 ut 2 per cent. 

]>aid off. .. 
Now part of Anstralhm short-term 

debt 

32,875,000 
2,250,000 

2,950,000 

, 38,075,000 

133. ln October, 1929, treasury-bills were issued in Australia 
instead of a publie loan, but nt the end of the year n total of £2.5m. 
was outstaudi'ng. In Dec~mber, 1930,. this sum had increased to £9m. 
At a conference between the Commonwealth Bank and the trading 
bunks in that month it wqs decided• that future banking accommoda
tion to the Governments should be provided only by ti•easm·y-bills. 
issued nuder the authority of tho Loan Council: Both Commonwealth. 
and State Governments •. ]rnd previously borrowed ~oney for temporary 
purposes hr means· of overdrafts either from the Commonwenlth Bank 
or from trading banks. To the banks which !1eld them, treasnry-bills 
nt" this tim(>· wrrP lnl.'rcly short~te1·m government securities, but in 
,Tune, 1931, a step was taken which altered' their significance for the 
trading bankst In accordance with the Premiers~ Plan, government 
deficits eontinued to be financed by treasury-bills, but in orde, to 
make the bills more acceptable to trading banks, the Coinmonwealth 
Rnnk on 30th June, 1931, undertook to· meet tho bills at maturity 
if necessary,. and' to rcdiscount them at a rate differing not more than 
'1 per cent: from tho rate at wl,ich they were issued. At this date, 
lhe bnlanee ·outstanding amounted to £20.6m. It increased gradually 
to abo11t £50m. at the end of 1932, a figure about wl,ich it fluctuated 

,, 
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for the ltext two years. The 1·ato of discount, wl1ieh wa., 6 per 00111. 

per ann11m fo 1930, was gruduully 1·educcd to 1'! l':'' e,•nt. liy ,Januar;. 
1935;, wh~rc it has since remained. Treasnrr-b1lls w~rt• 1i-.ncl both 
for tl10 purpose of government deficits and to proviclc finance for 
~ov~rlllllcnt loan expenditure. Since February, 1033, however, by 
:r,rnng~ment with thC Loan Council, treasury-bills have nol hccn used 
for tj,.e latter purpose. In June, 1934, the Commonwcaltl1 B,'.nk 
1loard agreed. to finance the 1934-35 deficits only on tl'.e umlers:an<lmg 
that bills of nn. equivalent amount would be retired ,lurmg the 
financial year.. At the same time, the Board announced that thcrl'
aftcr it would not be prepared to finance deficits in this way, but only 
tite:norm~l J:ug in rpvenuc. The Board ~lso withdrew i_t.-; guarantpe 
to meet the bills at maturity and its undertaking to rediscount them 
at a fixed rate. At present the position is that the Bank will quote 
to-the i,oldcr of n bill, upon application, a rate at wl1icl1 it is prer11u·,•d 
to red.Jscount. 

• 134. The conversion of the whole of the internal public d?bt_ of 
£658m. had been successfully carried out by September, 193~, rch?vmg 
the budgets considerably of payments for interest. ?no ?' the item, 
of t1ic Commomvenlth Budget was nn amount co,mpr1smg n:tcrest. and 
repayment of principal on account of the war ~e~t owmg to t In• 
British Government.. Early in 1930 the British Government 
suspended tho repayment of principal, and in 1931, after the Hoover 
Moratorium, .suspended the interest paymcn.ts ns well. The •r.:t~al 
i·elief to the, Commonwealth Budget on this account . W')"· £a.om. 
ste~ling, or about £A7m. In October, 193~, th~ iirst CO!lVCI'· 

sion of Australian overseas public debt was negotiated m London, and 
since then a sum amounting to £198.5m. sterling has ~een converted. 
resulting, in an annual saving of h_1tcrcs: of npproxm~atl~ly £A:~n. 
As recoyery has progressed al).d national mcome has g~own, govt in~ 
m~ntal, revenues have recovered. In 1935-36,, the combmcd rc~cnne:-. 
of Commonwealth an~ States showerl a slight excess over cxpond1turc. 

• , DEVELOPMENT Ol~ CENTRAL B.i\NKINO. 

135. 'Central banks are of' compnrat.ively rccC'-nt ori?iu. and 1 h1·~· 1• 

ls no universally recorrnizcff technique of central bankmg. The .fiii:.t 
central bank was the Bank of Eng1and, whfoh dPvrlopC'd powC'rs :~ncl 
pl'Uctices suitable to, the peculiarities of the monetary and bnnkmg 
·,ystcm within wliich it had to work. Tho chief function of ~ centr:11 
bank may be said to be the regulation o_f the v?lume of credit, 
including currency and in performing tlns function thr Banlc of 
England made use' of the bank rate and' of purchase~ or sales of 
:;~curitfos on the open market. The successful working of these 
·~owers· depended upon the existence ~fa· specialized' short-tnm m,~npy 
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market and upon • the· £net that the banks and· the money market 
responded to notion by tho central bank. .As control banks developed 
on the continent of Europe and elsewhere it was found that the 
conditions· under whicl1 they, worlr,ed rcnderc'd :i;Jnglish practice to 
somo.'extcnt innpplicablo, and different methods were employed for 
rcgµJatfng the volume of credit. 

136. ''rho progress of the Commonwealth Bank n.s a central' bank 
cnme in great part througli the exercise of powers· which it possessed 
under the Com1i,ontvcaUh Ba111, Act 1911-1924, and only in a less 
degree through. powers. added by late,• legislation. No great use was ' 
mnde of these powers until the depression forced upon the banking 
system n.. ).'ccognition of their n~cessity, autl tlJC Conuuonwealtli Dank 

. regards 1929 as the year in which it begun to· act as a central' bank. 
137. In 1930, :Mr. Theodore, Treasurer in the Scullin Government, 

introduced into the Fedc\·al Parliament a bill to establish a Central 
Re~crvc Bank of .Australia. •rite bill-1>ropo.scd to transfer to the 
new institution some of the Commonwealth· Bank's powers and to add 
other· powers considered essential for the purposes of a Central 
Reserve Bank; The CoU\Illonwealth Bank was to be left with its 
trading bank powers unimpaired to compete with the otho1•· trading 
banks· and to be subject, as they would be, to the powers of the new 
Cotitrnl Reserve Bank. The Commonwealth SnYings Bank was to 
remain, under tl1e control of the Commonwealth Bank. The capital of 
the Reserve Bank was to be £2m., transferred from the Commonwealth 
Hank '·The net profit.s from-tlie note issue were still to be paid to 
tho -Commonwealth Treasury. .AU other profits were to be placed 
to reserve until the reserve fund reached an amount of £2m., and 
w11ilc this sum was maintained lrnlf the profits were to go to the 
Reserve Fund, and half to the National' Debt Sinking Fimd. The 
Reserve Bank was to· be mimnged by a Boar<l appointed by the 
Govcrnor•GencraJ, consisting of a· Governor, two Deputy Governors, 
the Secretary to the Treasury, and five other· directors "wl10 arc or 
who have been activclY engaged in agriculture, commerce; finance, 
industry 01· Jabour"· The Governor was to be the Chairman of the 
Board. and ehief executive officer of the bank, and the- five other 
directors were to retire in rotation. Control of the note issue was to 
to be transferred' from the Commonwealth Bank to the Reserve Bank, 
as also was the power, conferred on the Commonwealth Bank in 
1929, to require the exchange of gold for notes. Trading banks were 
to ho compelled to keep with the Reserve Bank balances of not Iese 
than 10 per cent. of demand deposits and 3 per. cent. 
of time deposits. Trading banks wcro also to furnish, monthly 
as -well ns quarterly,. returns to the Reserve Bank, covering, 
amongst other matters, partic'nlars of their London funds, 
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and niter a. date to be proclaimed they were to settl~ their 
I . balances through the Rcscl•vc Bunk. Powers were given to 

c earJJ!g_ vc Bank to buy nnd sell cxchnnge and to buy und sell 
the R~cr_ to make advances to banks or to rediscom,t fo1• banks; 
i:c:~.~:t current deposits witl1out interest; nnd to m•l~ •;:~:cd 

d; 'auces to nny one, or unsecured _advances to any . us_ ~1\ inn 
n V . t The Board of the Reserve D1mk wns also rcqn'.tcd to 
g_ov~ram•:blish from time to time the rnto nt which it would discount 
fix ~n • ~- n roved bills of exchange and short-dated ~over?· 
and rcd1sco:unt.cst PTPl1·e b'1ll passed the Honse of Representatives m 
mcnt sccuri 1 • • s I t c • ttce 
J • •· 1030 but in July the Sc110tc refcrrc,1 it to a c cc omdm1 1. 

un , ;i , • - D b r rcport('d n verse Y 
.Af\cr. taking evj'dcnce tl1e Committee, Ill ccem cl' d that the bill be 

ti Bill In April· 1931 the Senate· rcso ve 
upon le • . "tl . da si~ months lJ and tllC Bill lapsed. 
i·end.n second time us FY.d· . Not~ Bill WM intro,luecd into 

138. In March, 1931, a ' uc,ary ' . Theodore The 
the Ilouse· of Rcpre_sentativcs bt/h;b:r~~:~:::.:;· to demand from 
Bill provided machinery to •~a e r dd't' onal currency up to the 
the Commonwcaltl1 Ba~k an ,ssu;· otntc t~: form of Treasury notes, 
amount of £18m. The issuo was o 'mount Not more than £6m. 
whielt. would be legal ten~r f;",,%';,.t~grower~, and not more than 
were to be used for rehe o Tl decision as to the time 
£12m. for rcproduc~ivc pub~i: w~~;';i,c Oo~crnor-Genernl in Council, 
and amount of each 1ssue ~cs c w . t be issued at a rate not 
hut the £12m. for pubhc ,TvolrkBs ·'1"1°':SS:C1 the House of Repl·escnta-

di ~ £Im per month. 10 1 P 
excec. Do • . d b the· Senntc in April, 1931. 
tives, but was reJeet~ y for Austrnli~, any power which ennbl~H 

139. It may be smd that, . • ontrol over the volume_ of credit 
the-Commonwealth Bank to •~crc1sc c. f whether the power in 

l b k power mcspect1vc o . 
is . a . centra nn ,' othc1· central bunk, or is appropriate 
question has peen used b) any It . uot to be expected that 
to any other central banking :rste;t ·n ~:stralia could be achieve<l 
the· regulation of the volume o l ere t. Id the methods nppropriatc to 
by a central bank wl1ich nie~c l; cop1c iali1.cd monetary, and banking 
a. different and much i_norc lug I y-~r• dcv~lopmcnt from 1929 of the 
system. But it is possible to tr••; l c bank and show how it has 
Commonwealth Bnnk _as n· cen ra t' t; dmw too clear a lino. of 
exercised its power~, w,tbout a~(•:P r~~ormally considered essential 
demarcati9n between powers w ic a 
to a central bank and' those which arc not. 

I.-Thc Not• Issue. 
. A Ii is an essential part -of the 

14-0. .. •rJ1~ note. issue m :•c~~l a unless it were controlled by 
monetary circulnhpn. Conse\ -th y\ank to increase or reduce the 
the central bani!, steps taken· y e 
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ewd, of_ tlic banl<ing· system, w1tli a view t,o regulating .the volume 
of credit, might be nullified by action in the opposite direction· by 
the authority controlling the note issue. Siqcc 1924', the Common
wealth Bank 'has possessed complete eonti·oi" over the note issue 
su~jcet_ only to tlie statutory requirements ns to reserve. By- th~ 
lcg,slabon of 1931: nnd 1932, the Commonwealth Bank's control over 
the note 'issue \vas extended. The Bank was free to reduce tem
porarily t?c 1·csorve of the note issue aµ.d to hold it in stc1·ling or 
gold·.. It. 1s to be noted that tl1c legal maximum of· the note issue 
is now affected by the exchange rate with stcrliµg, for if the value 
ot gold or sterling included in the reserve is expres,;ed"in Australian 
eurre~cy (a~ is. the present prn_cticc of th~ Commonwealth Bank), 
any rise 01• lall i11 the rate automatically varies the legal limit of the 
uoto issu~. 

II.-T,..dino Banks' Deposits with the Centi-al Ba11I,. 

1'41. It· is· usnally considered essential to the success of 11. central 
bnuk thnt it should J1old the cash reserves ( other thah till'inoney) of 
tho trading banks. It is clearly more convenient for them to hold 
thcil' cash reserves not in the form· Of legal .tender currency, but ns 
deposits with the central· bank. Instead' of holding la1•gc amounts 
in note., lht•y can clrnw upon their deposit.<; ,vith the central bank 
fol' their cash requirements, and for the settlemc~t of inter-bank 
tr1111saetions. '!'he practice increases the prestige of the• central bank 
lwcau~t> 1:he trading banks arc more likely to regard it as the" bnnkert1: 
bunk "1 or the "·lender of lfl.sL resort'", if their rcscr,•cs nrc J1cld with 
it. In ~ustralia the form in wltich the trading banks keep their 
re:scrvcs lS n matter of some importance to tlic Commonwealth Bank. 

, tr they are kept in the form of deposits with the Commouwenlth 
Bunk, the assets and liabilities of' the Bank are then increased. The 
Bank has, therefore, greater strength arisizig from its control over 
the disposnl of a. larger volume of assets and from its increased 
~ources of· revenue. If the trading· ban~s were to hold their reserves 
m: the form. of trMsury-bills or· of London funds instead of deposits 
with thc·Commonwcalth Bank, the Bank would suffer a loss-of assets 
:ind a loss of profits 'in citlier c_ase. In one case, too, there would be 
n loss· of a particularly important form of asset,. namely London 
funds. Jf the trading banks-were to hold' theil· cash reserves in the 
form of notes, the amount of-the note issue would require to be innch 
la;'ger than would be necessary if the trading banks held deposits 
w1tJ1 the Commonwealth Bank. With a larger note issue the 
Commonwealth Bank, in order to comply lvith the statutory rc~nfre
ments; would have to keep earmarked a larger reserve of gold ,or 
stt,rJing,. whicli would immobilize more London funds.. Although, 
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in thiS cuse~ the assets and liubilifa•s of thr Commonwealth Bank u~ 
a whofo would· remain unchanged, n truns:fer of' Lon.<1011 ftmcls und 
governmont securities would linw tulc1•n place wlthi11 th(' bnnlt, 
causing the· Note Issue Dcpartm,•nt tn gain nsst>ts mul profit.s at th<' 
expense of the General Banking Dr1111rtmcnt. 

142; J.lofore 1924, some of 111,. !-railing ba11ks had mainl11i11cil 
deposits with the Commonwealth Hank, but thrsr balances formed 11 

very smnl~' proportion of the cash l'l"il'l'WS of the bankR. The sc>cliou 
of the ,41.ct of 1924' which eompell,·,l the banks to settle theit-elN1ring, 
thro'Ug'.11 the, Commonwealth Bank hns not l>ri.•11 proclaimed. but sin<·" 
th~ .Passi~1g of tlie Act ull thr trading:. banks haw h<'1'1 h:ilanC't"s thPrl' 
In 1926 the llvcrnge balances held by tra<ling bank._ wns £6m , which 
by 1928 l1~d-ineFeascd to £11.Rm, In 192B the Commonwealth Bunk 
rcquCstOcl the tl'acliug banks to keep· their reser,•c:,; with it1 and gave 
an undcrtaldng that if' this were done, these reserves wonld noL be 
used in· competition with the trading lmnk~. A significant incrcnst' 
h1 tJ1csc balances, from £!),Sm. in 192D to £16.7m. in 1930, camP aft<'r 
tlm Commonwealth Bnnk tool" o,••r t12m. <sterling of gold from thr 
trading bnnkti. Since 1930 th<'"'' clrpositi:: haw formC'd thC' chiC'f pnrt 
of tlIC tl'nding bnnks' cash in .Austr11Hn .Ht<'r gold ha,1 h<>NI tak€'n 
over :from the trading banks, th<> Commonwealth nank l1<•1<l a grratrt· 
proportion or Ute gold nnd sterling whif'l1 form tlir intPrnationnl 
reserves of the Australian banking ~:·-;trm. Thr traciing banks ceased 
to hola gold and held only their ordinary Lonr\011 funds, while th,• 
Commonwealth· Bank held in strrliug tl1P rN:r1•v(I again!,t th,.. not" 
i~suc, and' such other London fund:, n.c-we-re l<'ft to it aft<>r the 
balance of paynicnts had been adjusted. 

111.-Rclalions with Governments. 
143 .. It is essential for a CC'ntrnl bunk that its rt•lution.s with th1• 

Government responsible for monetary policy should be' c]ose and 
cordial in order that there shonld be consistency between Government 
financial operations and those of the Bank. It was not nntil th, 
Financial Agreement concentratrd borrowing power in t}1e }rands 
of the ~oan Coullcil, from lfl27 onwnrds, and the clrpression ncccs
sit.atcd· short-term as well as long.-trrm. borrowing, that the influence 
of the Commonwealth Bank in this respcet became iinpol'tant. From 
1912' the Commonwealth Bank held the Commonwealth Government. 
account, and by 1920 those of most of the States. By doing so th, 
Bank was better able to avoid the dislocations which might be 
associated with large government op~rations in the> mOnC'Y mark~ts 
and with. any Jag of revenue behind expenditure. By holding _the 
Commonwealth Government account, the Bank was brought 1nto 
closnr rt'!lntiou with the Governnwnt respnnsihl<> for mnnrl nry politw. 
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'!'he lcgislDtion of 1929, enabling gold to be n19bjlizcd by the Common• 
wealth Bank,. was introduced on the recommen\lation of the Ilank . as 
also was the legislation of 1931 and of 1932, relating to the note i~ue 
reserve. 

144 • .A.ust.ralian governments have sought to- relieve unemploy
ment a11d· to hasten recovery by means of long-term internal' loans 
for the purpose of public works.. The Bank has acted as. advise,· to 
the Lonn Councit in regard to nil loan finance. It is consulted by· 
the Loan Council as to amount and terms· of loans, and· the time of 
issue; but the advice of the Bank has not always been taken. The 
L_oan Council hDs Dlwnys looked to the Bank to underwrite govern
'?•~! loans in .A.~~tralia, and the Banli has frequently proposed 
limits of undcrwr1tmg which it hns snbsequently agreed' to extend·; 
but on the whole the Bank has· been a most important influence in 
regulating public long~term borrowing. Between November, 1932, 
and November, 1936, all but. one of the loans floated were under
written by the Commonwealth Bank. The total amount underwritten, 
;'as £84.~m., and, together with· the Commonwealth Savings Bnnk, 
,t subscribed £15.2m. to loans in the same period, 

145. Treasury-bill finance affords a good example of the power 
of a ce1:1tral bank to expand credit. A simplified example of move
ments m the balance-sheet of the Commonwealth Bank on the 
supposition of an issue of £10m. of treasury-bills follo\Ved b~ govern
mont expenditure, of the proeccds, and subsequently by the funding 
of £7m., should make the working of the mechanis!ll clear. 

I Ll~hllltlell. .Aaaat.\. 

Stage l.-Position 
£m, £111. £rn, £m. £m. flu .. £ru. bcforo 

any Trensury bills. nrc 
issued' .. .. 20 55 80 80 80 Staue 2.-Position n.ftcr tho 
issuo of £10,000 000 
Treasury bills.. ' .. 15 20 5;") 00 10 80 00 Stage 3.-Position nftor tho 
Government lms 0-'t• 
pended tho 11rorccds .. 30 5tj oo. 10 80 00 Stage 4.-PosiUon nficr 
!louting public loan of 
£7,000,000 .. 

Sfaye 6.-Position nf~~ 
12 2:J 55 00· 10 80 00 

£7,000,000 Tn,nsurv bills 
hnvo bccll pnid ofr' .. 23 55 83 3, 80 83 

,, 

•. 
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146. When tho Commonwealth Bank discounts treasury-bills for 
!he· Government, the Bank is lending funds to the Government and· 
taking in return short-dated government securities. The B'ank's 
ass?ts and liabilities both increase by an equal amount, as shown in 
stago 2. Government deposits arc credited with the value of the 
treasury-bills and government securities· arc increased. The Govcrn
mcµt then has a right. to draw cheques on· the Commonwealth Bank 
equivalent to the inc,reascd amount of its deposits. As the Govern
ment. proceeds to spend the money either in ordinary expenditure, as 
when the treasury-bills arc used to finance a deficit, or in public works, 
it pays its creditors by cheque. The creditors pay in the cheques 

• to thojr accounts at the trading banks, thereby increasing the deposits 
• (or reducing the advances) of tbc trading banks. When the t,•nding 

banks' present the cheque; to the Commonwealth Bank, the deposits 
which they hold with the Commonwealth Bank arc thereby increased. 
The Government's deposits with the Commonwealth Bank arc corrcs• 
pondingly reduced. (Stage 3.) Since the trading bank deposits with 
the Commonwealth Bank arc the equivalent of cash, the cash of the 
trading banks has been increased when the process is completed. The 

• net result of tho issue of trcnsm·y-bills has been that deposits of the 
trading, banks have increased (or their advances have been reduced), 
nnd-their cash J1as inc1·eased, so that they arc in a more liquid· position 
than when thc·proccss began. 

147. Correspondingly the position of' thr trading bnnks may bi· 
rendered less liquid by the process of funding treasury-bills, i.e., the 
substitution 'of a long-term loan for the short-term bills. If, for 
•~ample, a i;mblic loan is floated in order to redeem treasury-bills, 
t.ltc-first effect is that those who subscribe to the loan pay the Govern
ment for tho new securities by cheques drawn on their deposits with 
the· trading banks, which reduces the deposits (or increases the 
advances)· of the trading banks. When the Government pays these 
cheques into the Commonwealth Bank, its deposits there are increased, 
and: the· deposits of the trading banks. held there arc correspondingly 
reduced. (Stage 4.) When the bills· mature, the Government meets 
them by a, cheque on its account which reduces the government 
deposits with the Commonwealth Bank, and th~ bills arc cancelled. 
(Stage 5,) The net result of this process is that the deposits of the 
trading banks l)ave decreased ( or their ndvnnccs· increased) and 
their cash h~s decreased, so·thnt they arc in a less liquid position, than 
when the· process of funding began. The onl;v case in which funding 
would not render the tracling banks less liquid is "private funding ", 
i.e., where the Commonwealth Bank subscribes the full amount of the 
funding loan, and, in effect, takes from the Government the new 
sc~urities in pln~c of tho, treasury-bills. 
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148. Tho rate of discount on· trensury-\Jills hns been eontrollccl by 

the Commonwealth Bank, nnd the bank has secured the reduction of 
the rate ft•om 6 pct· cent. in 1929, which wns in line with the overdl'nft 
1·ntcs of thut yenr, to li per cent. in January, 1935. i.\forcovcr, the 
Hnnk 1ms. been eonccrncd to l'~truin any tcndcm.•~· for U1e i~uc of 
trcnsury -bills to increase be) oncl what .it h~ considered to be a reason
able amount. 'l'lds is shown, £91• exan1plc,. by its decision in 1933 not to 
<liscouut trcusury-bills to finance public wol'ks, nncl hy (ts 1>olic) in 
1!134 in regard to deficits and 1·ediscounl. Fm·ther evidence is· to be 
found iu the Bank's attitude towards funding, In ,July, 1932, the 
Uank Board took tho ,·icw that a beginning. should bi: mad'c i~ fonding 
the internal floating. debt. When the Loan Council met in October, 
1932, the Board, holding thnt the large volmnc of tt·cainry-bills • 
mcna~cd' its conll·ol or currency amt credit, offCtcd to .und.-r .. .ritc a 
loan of £20m .. at 4 per cent. at pnr, of which .. tl2m. wn, to. he ll<Nl' 
foL· fun<llng trcru,ul'y-bills nml the l'l'Sl. 101· public work~. The oft:<'r 

WtlS not accepted, but u. loan of £Sm. at 3{ per cent. at par, nntlcr
writtcn. by the Commonwealth Bnnk in conjunction with the ~rntliug 
bnnki:,i wus rnh,!.!d, hnlf of' which was u::;cd, for fµnding trcnsu1·y-bill!-. 
omd' half fo1· public works. During' 1933, the Board contiuuctl to 11tgc 
t.hat the increasing volume of tt·eosury-bills should be chcckc<l, an<l 
f.ho Loan Council ngrcctl tllnt thiuc shoulcl ho• a gradual- funding o( 
the bills by loans raised in the market as and when conditions per
mitted. Consequently, in Nowmber; 1933, £((m. out of a loan of ;lO>n., 
and in June, 1934, £3.5m. out of u loan of £12m. were used for fund
ing; but the amounts funded were prncti'41llY offset by the iss11c of 
additional bills for t·cvcnu!' deficits. In October, 1934, the Dunk 
Board proposed to the Loan Council that treasury-bills should be· 
funded by means oi a public· lonn, and in the alternative offered to 
fund .£5m. of bills by private funding. The Lonn Council, however, 
wa~ unresponsive to this advice, and considcralion of' the· qncetion 
of' funding by citl,cr· method was postponed, 

149. On 28th February, 1986, nfter discussion with the trnding 
bunks,. the Commonwealth Bank announced an offer to t.lw public of 
£hn. trrnsury-bills· from it.s own holding. 'fhe bills· W<"l'<" repayubl(I-• in 
throe ruonthf;', thC' r{ltO• of disoount was "fixed at the existing trcasurr
bill rate of 1 ~ pel' cent., and tenders wc1·c to close on 12th March. 
At the same time the Bank made the following statement:-

'l'rcu1mry-bills lm,•c iu• the pMt. heO?n issued rmtr to hnnks, lrnL it it· now 
thought ,thilt tl10 011portllt1ity slwnhl be gh·on b:> tJ,c J>ubJJc to utiJh:<> thi11 forru 
of gm-edged short..datcd· investment.. '£he ~in.t issue will be !or .£1'.000,000-
at l:1 Jmr cunt.; nnd {1111 rights tu 1'<' .li~rount nt auy time wiJl. niiJJll, nt thl! 
current rnfo nt the dl\tc of re ,1i,-co1111t, 811ch rate will. hl• bll..'IP.tl on n111rltt!t 
conditii'ns. 

;,. 
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t,.t tho, ·date of the qffcr tl1c r;,te allowed by Nie 'trading. banks for 
llirce m<\11\hs ~eposit~ .)''PS 1½ per ~cnt. m\d )>Y tl1t• f'ommonwenlth 
Ba~k, 1 per cent. On the ~ame day, 28th Februar~-\ two conversation~· 
tobk'p'inec between tl,~ Chairman of tlic f'ommonwenlth llarik Bonrd 
ail,i the ·d'encrnl ~lnringei' of °the' Ba~k of Nc\y 8011th Walc.s with 
respect to deposit i•ates,· ,Vltich the lnttri· thotight ~honlil bP l'ai-.P<l 
.As to the tenor of the first conversation; thf'ir· vif'ws ,liffrr, th<' lattrr 
holding that he recciyed· appro~4l for his proposal to raise the rate,. 
and t)1e former nolcli~g that he gave no npprovnl. We 
are.. satis~c.d .. th~t . nq,' npp;o,vpl clcnrly underst~o<l by both 
l'~rties , to be sue~ was eve, given. There 1s no doub\ 
us to the tcnof 'of' ii,c"sceq~d CQnvel'sntion Inter in the same 
<1ny, • when the Chairmnn of th!? COmmonwenlth Tiank noar,1 m1ulr 
plai~ his disap!lrov~i of the· proposrd riSe, p.nd the- G<'nernl' 1\ifanag<'l' 
qt the Bank of N~\v South Wales stat~d that he !ind alrea<jy sent 
~tji. his ins~rur.t'ionS, 3nd· could' hardly rcv<'rnr the>• decision lie hacl 
taken earlier fo the day tQ raise deposit rnto,. On the 2nd' March, 
tlie Bank of Nc,v South Wales nn,;ounccd a rise of ½ per cent. in 
3:U dep.os"it: ra~es, brini;ing tl{e !ate for three months' cloposits abo\'C' 
the rate lit which the· treasury-bills were being offered: to thr public, 
and ~n• the· 3rd March the Iiank of Adelaide followed, In a press 
statement pf 3_rd' March, the _Chnir>nnn of tl1e Commonwealth ~auk 
sr1ld- • • 

" Un~~l tl:1-o:, next mectipg • of the Boa.rd nn official 11ro11ounccmcnt. rl'garding 
deposit rates. ~nnot be Dlo.dc. The propriety of any incrco.sc or dcercaso m 
interest Tates is a matter of' ·individual opinion1 nnd action by any financial' 
instituttOh° must lie innutmccd largely bf the particular ,,olicy whiclr thnt 
instituUon desires to ndo})t~• . 

Biils to the amount lif £315,000 were taken up by tho public anq 
issued on 16th March. On 18th March, the Chairman issued a state
ment which included the· follO\vin!l' :-

u TIie CommOnwcnlth Bank docs. not desire in~ercst rates to rise uulcsa It 
is abundantly cl~ar ·t11at such increase has l)ccome necessary tl1rough gonernl 
cco~omlC and financial conditions. 1 

J 

With a View to, at' least n.voiding any r:lsc which can be avoided, and taking 
into account tho above facts,. tho Commonwealth Dank proposes to refrain from 
making any lnercaso, in either its dep()slts ar overdraft rates, provided' tho 
trnding, banks which bo.vc o.lready raised their rntes. ~ill revert· to the· former 
basis, It. is obvious that if this is not dono tho11.o ba.uks, which bn.ve. not 
nlrea~y raie~ their. rates wilt' bo forced t~ do so, just as it is obvious that 
th0 cOmwonwCalth Dnuk c1umot maintnfo indefinitely n. lowr1· mte than Lhnt 
which the bo.nks ,o.s a '\\•hofo. are ofl'Cring for· dcpooits;' 

With n vfow to bringing about ihis dtsirablc condition of n.ffnire, reprcsrnta• 
tions h1.vc been made to.tho banks who hn.ve not yd Rltcfcd their published· ro.W; 

• al\dt iid undcrtnking ha.1111:>ctin given ~y,Uiem to re£r£\iri 'SrOnt tl\klng definite action 

F.2681.--8 
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1:1,Dtll' 23rd: ?4'arcA; ~nd t}lercafter: 1?rovi4c;d ~he ·other. b~b i:evo1J .to ·~)l.o• oJd 
rat.ca fixed deposit rat.ca as ruling on ht Ma.rch Will be· c9ntlnuc~~ •u~Ject,. af 
cours

1
o, to review from. tlmo to time In tb~ Ugbt,of' ~xietlng cO'ndl~lcin~:" 

li!o reduc\ion in :rates h~wever. Wi\8 mal!c· liY. ·th~· two .brull!'li ~d on: 
24th Mnrch:-the- Commonwe.nlth: BI\Dk and' .\be remaining. trading 
qa~ raised ~ei~ deposit rat.ea, to, thP, same: level.. • 

IV.-Th6. E~chang• J?ate, • 
150. It is important that a cc,;tral 'bank shoufd. _h~vc .P?Wer· _to 

regulate· the exchange rate; otherwise· actio~ whic,h i\ . mi¢~t take. 
\Q co.ntrol the voluine of credit might be hp)der~· by !!!I alferatioi!, of 
the cxchan~ rate. The -control of° the e:![change r.ate: assumed by· the 
Commo~w.0/lith Bank in December, -isa)., ,ga~e-80'!10 :conlrol over· the 
volume o( credit. For instance, if· Londo11 fun~ were· falling, the 
trading banks· would t!)Ild to restrict credit; in. these i:ircumstn:n_~ee, 
if' the ·Cominonwealth Bank wished· .to innintain. the. vo\uine <if ,Cl'ed\t 
o~ to e·xp8lld it, the rate conld' be raised; for cxaliil,'le, fr?,m-£12~· ~•
£i30. ·The effect of such an alteration is- to stimulate exports ~d ~o 
discourage-imports. Insofar ns tliis·occurs, :London funds and· depos!\s 
teµd to -rise, the· ratio of' ad,vances to deposits to fall, and· tlie• J?Osition 
of trading: banks bc~omes more ·liquid, Qorrespondingly; a.inov_en,_ent. 
qf tli.• e.,eliange rate in ti)e opposite direction, would, b! ~qo_ur~iilg. 
exports nod encouraging imports, serve to. make the position o{ the· 
trading banks less liquid, The· amount of this control over the 
volume of credit depends upon the magµitude· of the alteration··in the 
e10ch~nge rate.. A few points one way or tlje· otb,er would )uivo little 
effect upon the liquidity.of the trading ba!)ks, fu practfoe-~e Ci>ll!• 
monwcnlth Bank bas not used its power over tho exchange ··rate. ·for 
\he purpose of controlling ¥1•· volum.e··.o.f' credit,. bllt, since. Pecemb~,. 

. 1931, has maintained complete stnbility of exchange, 
151. ,vhcn the s~rious-movcme1lt in the exchange rate·· CSme in 

Jnnuary, 1931, its tendency was to-wist in a~ustin1i° the bnjaiice 
of paym~nts. ·Expqrters' returns i~ Aµstraliah currelfoy Were 
incre&!led,. and this encouraged export industries to increllJ!e th~ 
volume of .exports. Im ports· on· the other hand· were discouraged 
bec~use they were correspondirigly dearer in Austrn:·li~D-currciicy. 
It is always· possible for n country,. by depreciating its currency iii, 
the. attem_pt to. adjust, its: ·bnfanec of payments, to gam Jar n °time a 
competitive advantage for its 'exports, pr(!vided that other· countries 
do not tnke· counteracting measur~. For some time a~ter January, 
1931, some, markets were, because of this depreciation,, moro renl!iJy 
accessible· to Australian exports. The actuat rate ·at which the , 
exchange was ·fixecl fu January; 193~, was inf!nenced by tho. rates 
ruling -in the outside· exchange market at the time, but ,the·•export • 

-';: . 
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season ,val; -tlliin at' its height-, anci· use was being runde .of ·holdings 
of· gold, •Uotll 'of w11ich ·hefp~d-to increase London fonds. Had' tho 
·banks· held' the rate for .another three months, and• thou. attempted 
lo j,ilrslie tile outside-markct •nf•n.•time··,vhon-ncitlicr,of these •factors 
\Vali operating, ·the rntc might hove gone considcrnbly higher thnn 
'£130... ' 

152. When .the rate was 1·cduccd froin .£130, :to l:ll25 ·it wa8 in 
conformity with quotations Q( the Q\ltsidc· mnrkct. The Com-non
wcnlth Bank was. afro.id-of a "collaJ!SC of the •~•h~oge ",. i.e., a large 
J~QVOJ1l~!lt • 0£ the· r~te f.rom £130. ncaror· to· the old. !!Ority,. and. in its· 
report cif.9th.March,.1932, the·Bank.clniwed thuL.it was" instrumental 
j~ prcv.ezi.ti;D.g.' the· col~ap~e. whieh might Otb~rwise have occur.r_er,! ". 
'i'bc Cqair111an of the Dank, too, In: a letter of 13th J.anuary, 1032; to 
the· :p~imc Minister,. cxprc,;scd the· fc~r th~t the Bank. was taking a 
risk by accumulating, Lon~on fm;d,s ,oven at the rate of £125 "unless 
it !uis:'·•· rclin~lc prq_s_pect. of ~cing, able to .dispose of thorn without 
~eriouS loss."... The weekly· announee~ont· of the rate, and the aban
d.QD!ll;,,,t 9£ tho pr~cticc of consuitjµg the trnding· bqnks. were merely 
incidental changes, and not really releva11t to-the f.l\Dclamental change 
in December,. lP.31,. w_hjcjl wa,s that- the. ·Com~onw.ea.l\h Bank began 
to )my and• sell ~xchlll\gc µ,cely at· a rate quotc,j. by itself. So Jong 
as· it can .do this,, the D~11k .is. in control· pf t4e ,ate: it is to be 11otcd 
tbnt ·the 011tsidq l)larket was on)Y, important, while .the 1/uying rates 
ql!otc~ by the banks were lower than tho_.buyJµ,g rqtcs quoted outside. 
If the banks offered to buy sterling at £180,, while the qµtsidc market 
oli:crcd·;£125, there would b~ no diffi~ult:\' in !tpl_ding the rate provided 
that the bn.nks were prepared to, buy nt £130· nil sterling. offered to 
thcni .• ·The blinks coulq· only lrnie in. this viay lf° it w:ere decided to· 

• reduce !lie rate. The dommon\venlth. 13nnj;: could have held the 
exchange ~t !;130 or higher if° it h~d' chosen tQ ·take tlic risk of 
l\c¢umulating' more LondoJ?. fun'ds, which would have meant loss 
only ff, the Bank liaa: 'itself subscqucntl°y-lowerc,i-the r~te .. 

·V,-Opcn Market Op~ratio11s. 
i53·. Open· market operations -consist 0£ :mlcs nnd tJU.tl!habt>:, of 

securities by-tho ccntrnJ.bank·,v.ith a view to,contracting or. expanding 
the· volume •.of trading_ bank ,cash. Whcnevc, ·a central bank sell• 
securities- on .the open market, those ,vbo ·buy the securities norinnlly 
pay for them with.ehcques·drnwn-on·thc trnding banks .. When the,c 
obequcs lire· cleared; the .deposits· of the trading banks ,are reduced 
for tlieir ,advances increased')- and: .their· deposits with· -the central· 

bank are· reduced.·· rr.he• tendency of such nn operation is- .to lower 
the. liquidity of the· •t~nding banks. Gonverscly, where the centrol 
hank buys securities on tho market,, the. effect .is to.-increase the.trading 
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bank deposits (or to ,reduce their adVl\llCCS),, ai,d,,tQ, incre~a the 
trading bank deposits with tho, central bank. The Commonwealt)! 
Bank has made little use of open market ,operations fol' tl1c ,purpose 
of regulating credit, The· Jlank considers tl1at,, in, ,Auqtral,ia, tjiesc 
operations arc difficult because of the sensitive and limited, nature of 
the bond mat·kot, and because of tlw risk of nJl'ec!ing the price and 
yield of goYcrnmcnt securities. 

Vl.-Red(sco11nti11iJ: 
154, The power to vary the rate at which ,t will rc<liseouut 'bill., 

i, w;cful to a, central bnuk if it ~an tliereby· bring nhout· cor,li$ponding 
changes in other interest rates, which will have thcJr effect in ·expancl
ing or contracting credit. If n central bank wishes· to contract credit 
by this means, the Appropriate action is· to rnisc its t·n:tc of r·cdisl!ounl, 
so tl,at those who wisl, to borrow from it against bills whlcl• they haw 
uiscouutcd, will have to pny n liighcr rate of interest. Section, 29A 
of the Act of 192-t' wlticlt would require the Bnnk to fix: and publish 
from time to time its rates of discount and rcdiscount of' bi!Tu of 
exc}mnge l1as not been proclaimed, and· a. rate -hits never bcou 
published, N'or would publication of tho rate be effective, because· 
there is no internal· bill market of· importance in Australia, and no 
practice of rcdisconnting by the Commonwealth Bank. The nearest 
approach to a rnte of 1·edisoount is that ~n treasury-bills. Occilsioliallj· 
small amounts of treasury bills have been redisco1µ1tcd by the Com
monwealth Bank, but neither the rate nor the fnct of rediscount ]ins 
been of any importance. • 

VII.-Adva11cas to Banks, 
155. Where it is customa17 for a, central bm1k to make advance• 

to trading banks, and for trading banks to borrow from the oentt-al 
bank on any large scale, the ccntrai bank has a. further means· of 
conti·olling the volume of credit. For jf the centr~l, bank wishes to 
expand credit, it might induce the trading banks to accept further 
advances, This would have the same effect as, an increase in their 
deposits with the central bank. Thls increase in their cash would 
tend to make their position more liquid, and to allow them to nxpand 
credit. Conversely, if the, central bank wishes to contraet credit, it 
might withdra,v in whole or, in part.any advances·made to·the trading 
bunks and thereby reduce their cash. ,A trading bank may, borrow 
from, the Commonwealth Bank when it is temporarily short of' cash 
and docs not· wish io realize assets. Occasionally some,trading banks 
have obtained advances to finance seasonal or abnormal demands from 
customers, and to assist in taking up government loans. But, even 
during the depression, these advances were negligible, and from 1927 
to 1936, the quarterly average has never exceeded £2m. 

.. ,. 

,69 

·rim ~fol'IETARY ,ANQ B4NKlf'G, SYs:rE.u il901-~936; 

lcll[;~Tradi>ig Bank Powers. 

, ',1~6., If a eentral' bank possesses trading bank powers, iL muy 
make use of them as ~ means of' controlling the volume of credit. 
If it" wlslies to contract credit, it niay attempt to attract deposits 
from the· public, for example, by offering a higher rate than that of 
tlf<i tradfug banks. If, as a result, the public transferred deposits 
l'roin tho trading banks to the central bank, the position of the trading 
l'mnks would be rendered less liquid, for the transferor would draw 
ii cheque on his depOllit 'with the trading bank and pay it into the 
·ce,,friit bnnk, ·This would reduce the deposits of the trading banks 
and· also their bnlances wit!! the central bank, Since cash and' deposits 
are reduce~ by the same ainount, the cash· ratios of the· trading banks 
will fall; nnii the tendency will be for a contraction of advances 
The trnding ·banks maY. tab aetioll to prevent transfers of deposits by 
raising, their· rates. In that' event, no contraction will occur unless 
the rise in advance rates, whioli normally follows the rise in deposit 
rate.~, produces ii contraction 'of advances. On the other hand, if 
the central bank wisl1ed' to expand credit, it might bring about the 
trnnsfer of' private deposits to the trading banks by offering lower 
rates than the trading banks. The central bank might also contract 
or expand credit by reducing or fa creasing its adv[lllces to the publie' 
An jncrcnsc. in aQvnnce .rates would tend to, reduce advancr.s_ and a 
decrease tend to, expand them. 

157,. Tlic Commonwealth Bank bas· taken the view that it• central 
bank activities arc of' paramount importance, and that its develop
ment as a central bank should go hand in hand with some limitation 
ofits trading activities. Since 1980, at least, it has not·becn a serious 
competitor of the trading banks. Neither ·has the Bank made, much 
use of its trading activities for the purpose of expanding or contract· 
ing credit. It is difficult to analyse movements in the quarterly 
average figures of private interest-bearing deposits with the Com
monwealth· Bank from 1929' to 1936, because the, deposits doubled 
in, Dccemlic~, 1931, when the Commonwealth Bank took over 
approximately £llm. deposits from the Rural Bank Department of 
the Government Savings Bank of New South Wales. But, the general 
trend• bas been a slightly upward movement until the end' of 1934, 
and a slightly downward movement since then, The quarterly 
average figures of' private advances be.fore 1931 cannot be separated 
froin advances to governments, but since that date they •bear· out the 
contention that the Commonwealth Bank has not pressed its trading 
activities. The figures, too, show no, trace of expansion during· the 
early years of the depression and no, trace of contraction, during the 
latter part,, but rather point in, the opposite direction. 
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158. A central bank may also exeroise. some1coutrol over credit if 
it bas. power to vary rntcs of interest, . If contrMtiop._ is d(!ffir~~I' the 
apProprfate movc111cnt in r(l~. UJ. a ri~c,_ O:r:\ci if osp9,1;15io~ ~ 9~i.red, 
n fall. Variations in rates of i!ltc«;st O!'C. li!tc)y io !,q/lo,v open-warkct 
ol'orat/ons or changes_· in t}ie rate of:rc\liscoµnt.',.Jf 1 ,or .cx.ainPI~ .. a 
opntral bun!, bµy~ ~••l!ritics, prices.of these .sec,uriti~_te11-d t~:ri~o @d 
the4- yield, ~r ,tl'ic rate of fate.rest Qr! this _type. of i11-v.cstll)-CJ?.t, ,to .fl!ll, 
f!imilurly, sales of sccµrities tend to depress. tµejr ,prices, /!!l(j. to cause 
Hioir y,e\11, to rise. 'rhe Commonwealth Bank, as l'reyi•11~ly, .p~il!\ed 
out, has rarely undertaken open mar~et operations, or rccµscou11.tiµg, 
b11t has used ot4cr po,vers to ·affect interc,,t rates. if tl)c.Ban)t_ wishes 
to CO!llract credit, one of the means at its disposal is ,to raise. t!!e ra)es 
of interest which it pays on fi.,ed deposits. It w.oul\l ~ \lifflcu)t for 
tho trading bank., not to follow, and the rise in, their depR~it rates 
w01ild in time l!)lld to a rise in advance rate$.. Ciirresp.onding!y,. if 
expansion is desired, it might be solfght by n rcductio'! in deposit 
rates of the Common.wealth Bank. This method. is slow. and· some
"~~t ·uncertain, because, whe~ tim~~ arc ProsPerou~, a sm3U rise in 
interest r!ltes will hardly serve to check oxpansiqp, and. in times 
of depression a .small fall will •offer Jittle indnce1R•n\.~o .•lltq~prise. 

159. The Premiers' Plan ·confempletcd "n rccluction of bank ancl 
sa\-ings honk rates of interest on ·deposits and advances 1'; but 
J)l'escribcd neither the amount of reduction• nor the· macliincry by 
which it should be brought about. It -was decided .at, a. -conference 
o~ .bnnkers witlt tho Federa1 Treasurer in 1!!31, tltat ntos, ·ou ft,xed 
do posits .and on advances should be reduced by an ave,;age, of ~ ·per 
cent. RecluctiQns in the rates offered for new fixed denosits -wore to 
tako, place nt once, and those on. advance -rates were to be maik ,siith 
reasonable expedition, the metbod,heing,left--lo•the.ba!lks individually. 
On .26th ,June, 1931, fixed deposit rates. were. reduced· 1 per. cent. by 
the Commonwcnlth Bank and all the Ira.ding ,banks. In th~· beginning 
o( July, the Conunonwealth Bank redu_ccd' its ma11imum· rnte on 
advances from 6½ per cent. to 5½ per cent., and by 1st October, ·1931, 
the reduction of l per cent-. in the average rate. on ad.vances hncl been 
completed by all bnnks. In the further fnllilJ.fu;ccl A(ipo,it,antl advance 
rules nfter 1931,, the Common.wealth Bank.and the,t.rnding banks on -the 
whole moved· together, although some banks reduced: rates earlier than 
others. In December; 1934, when the •Commonwealth Bank reduced 
its three months nnd· six months deposit rates, tho trading ba_nks 
Jjd not follow. In March, 1936, the rise, in fixed. !loposii ,rates was 
initiated by some of the trading banks, nnd the, Col)lmoµwcaltb Bank 
and the othc1· trading banks followed ... When the trading banks 
increased thci1· advnnce rates after March, 1936, t),e Com111onwcalth 
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BanJ,; did not raise its -ndvance rates, !!)he .Commonwealth. Savings 
Bank rates, too, were reduced from a. maximum of 4, per ecnt .. -p):ior 
to,July 1 1,a1, to!! per cent. on the l$t Jnly, and.gradually to 2 per 
cent. in· June, 1935. The other -savings banks followed the general 
trend. of this reduction,· • 

• ' IX.~Savin(!f Bank Powc,·s. 
160. Tho fnet that the Commonwcnlth Bank coutrols t),e Common-

• wealth Savings Bnnk, which is by -far the lnrgcst savings bank in 
Australia, gives it no new 'powers to regulate credit but strengtJ1ens 
its existing powers. As has, already ,been: pointed out, the· Common
wealth· Bank bas, som.- power -to--cause the rates· of ·interest 'to vary 
in> the direction appropriate• to its ·policy-of expanding or ·contracting 
credit by·altering· the• rates which it -pays· on fixed• deposits or charges 
on advances. :As. a .supplement to· this action tho· Bank may bring· 
into line with· its, policy ·the· rates of interest on deposits with the 
Commonwealth· Savings Bank. Further; the eontroU ,vhich, the• Com
monwealth Bank exercises over the disposal of the assets of the, Com
monwealth Savings Bank is of practical importance in relation to 
the cxcrcisc·of its central bank powers .. The deposits in the Comn1on
wealth Savings Bank have usually increased each· year, and its invest
ment policy is governed liy· lhe Commonwenlth Bank -aonrd. The 
Commoniviialth Savings Banll holds· largo nmounts· of goveripno'nt 
scctlritiC'S1 some of which, coufd bi.t USC'd f6r open lnnrkct bp{'rations, 
an:d any· net addition to 'deposits ·may be iJ!vested, for example, 
in iiovor~miont securities, or be lic14· on deposit with:· the· Common
we'liltlr Bank The· Coniinonwetiltli Bank, therefor~, has tbc oppor, 
tUi:tity of incr('a~ing or decreaSing the rate nt whieh the Common
wealth· Savings Ilan!t will b11Y government sccuritl~s or stibscribc to 
new government loans. 1f'ifwishes to contract cr~dit, tho appropri'qte 
policy is to subscribe less to government loans through the Savings 
Biink,. ·sell' securities, riliow matul'ing loans made by the Savings· 
Bani< to be repaid, and invest the Savings Bank money, which would 
ot}ierwiso have gone in these direction~, on deposit with the Common
wealth- Bank. The fcnqen~y of any of these measures i~ to reduce 
the liquid' position of the trading, ba'Qks. The saJe· of securities, the 
repayment of loons made by tlio Savinga Bnlik, and the reduced 
subscription to new· loans, aU: tend to reduce the deposits of tho trade 
ing· banks, fl'oni wllich usuall'y comrs th~• monry for thr purchast' of 
the securities sold, for the repayment· of the maturing loans,. and for 
the: Subscriptions· to t.be new loans: Convcrsoly, if e~pansion is 
desired, the Commonwealth Sa,·ing~ Bank cnn subscribe more to 
goVernnicnt loans; renew maturing loaµs, and deposit less with the 
Coriimcinwcalth Bank. • 
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161. Prior to the Co111monwealtl• Bank Act 1927, it waa the pr-.ic
ticc. o! the Commonwealth: .Savings Bank to .place· money l>n fixed 
deposit nith other banks. While this practice esistcd it was possible 
for the Commonwealth Bank to cause these deposits to vary in 
accordance with its credit policy. But 

0

thc Act provided· for deposits 
to be placed with the Commonwealth Bank, anµ made no provision 
for ileposits with other banks so that this ,practice ceased as the 
deposits with other hanks matured. 

162.. Although little use has been made of open market operations, 
in the second half of 1935 the Commonwealth Bank, through. the 
ColJllllonwealth Savings Bank, bought securities.in the market,.mainl)· 
to offset the effects on inwrest rates of sales of securities by trading 
banks. An examination, however, of the figures.of the Commonwealth· 
Savings Bank suggests that, at least since 1932,.no great-use has been 
made of savings bank activities for the purpose· of regulating: credit. 

X.-Co-opcratio>1. 

163. A system of central banking assumes that there llrc t.radiug 
banks as well as a central bank. It is important that a· central bank 
should secure the willing co-operation of the trading banks, because 
the snccessful exercise of many of its powers necessitates action by 
the trading banks. If the trading banks, for one reason or· another, 
do not co-operate with it, the central bank will ha,·e greater difficulty 
in carrying out its task of regulating the volume of credit. In Aus• 
tralia, there bas been no formal or regular method of consultation .. 
The Commonwealth Bank has met the trading banks, either 
in(]jvjdually or collectively, as occasion required, and has discussed 
with them matters of common interest. From these meetings and 
discussions, co-01,cration has frequently resulted. Recent. instances 
of such co-operation ha,·e been the action of the trading banks in 
assisting to, underwrite government loans, in takillg up treasury
bills, in voluntarily maintaining deposits with the C01nmonwcalth 
Bank, and in contributing to the exchange mobilization pool. The 
policy of lowering interest rates was followed in co-operation by all 
banks for the greater part of the period from June, 1931; onwards. 
On the other hand, the conduct of the trading banks in 
not reducing deposit rates in December, 1934, and of tb_ose 
banks which initiated the rise in deposit rates. in March, 
1936, ,vas regarded by the Commonwealth Bank as evidence 
of lack of co-operation. The Bank states, too; that it bas 

., 
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been hampered in its efforts to build up London funds by refusals 
011 the part of some trading banks to sell at current rates, but _that, 
hi 'many directions, co-operation ·has been satisfactory. From time to 
time since 1931, in view of· it, additional responsi_bilities as a _cent;•! 
bank the Commonwealth Bank bas requested additional information 
froin'. the trn<ling bnnks1 which, in most cas~s, hns been supplied. 

Xl.-General. 

164. 'l'hc Commonwealth, Bank regards its central bunking 
function as being to 1·cgulatc, in the interests of the community, the 
aggregate volume of credit. (and currency) in Australia. It dis
tinguishes between tbe volume of credit and the base upon which that 
volume is buiit. 'rhe c1·cdit base consists of "cash, deposits with the 
Commonwealth Bank, treasury-bills and London funds; and varies 
mainly with the rise and fall of London fµl)ds ". All, in its opinion, 

• that the Bank can do to increase or reduce the credit base is to 
"add to or subtmct from the effect that movements in London funds 
]1~vc on the. credit bnse in Australin ". Further, the volume of.credit 
is d6pendent upon other factors than the siz_o o~ the credit ~•se, nu_d 
it may be affected, for example, by the tradmg banks allowmg tbcn· 
ratios to vary within wido• limits, or by the willingness or ~1:willing,• 
ncss of borrowers to use bank loans. During the depression, the 
credit base was expanded by the use of treasury-bills to a size not 
consistent, in the opinion of the Bank Board, with a desirable credit 
policy for Australia, "'l.'hc credit policy of the Board since 1920 
bas therefore been to p1·evcnt tbe credit base from being inoreased 
morr. than was essential to meet the immediate emergency ". 

ll)5. 'l'hc Commollwcalth Bank kcc1Js in touch and exchanges 
information with other central banks such ns the Bank of Englnncl 
and Dominion central banks; It receives the confidential fortnightly 
letter sent by tl10 Bank of. England to all the Domi~i~n ccntr~l bank~ 
contuiniug information as to worlcl morn!ta'!Y. cond1t1ons, prices, &c • 
'fhe Commonwcnlth Bank seeks, from the best source availn.blc, anr 
advice or information which it 1·cquires. The Commonwen.lth Bank 
may nsk !or the Bank of England's opinion, and it may or may not 
a~t on it. 'l'lJC Bank of England never offers the Co~nmonweal~h 
Bnnk advice, und there al'e no grounds for the sugge~tio~ made 1n 

evidence that tl1e policy of the Commonwealth· Bank is dictated b)· 
the Bank of England. 
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16.6. In a system-of central bankiµg the central bank is responsiblp 
for regulating the volume of credit and the trading banks are 
r.;,,ponsiblo for distributing· that. credit amoµgst difI.crent· industries, 
'fhcir obligations to depositors· force. trading baµks to -1!-eep a .propor
tion of their assets· in· liquid· form. In conducting their business, 
trading banks watch movements in their assets and liabilities, an,l 
pay attention to changes in tho ratios of cash to deposits, liquid 
assets. to total liabilities to the public, and advances to deposits. 
):lanks regai·d as unsatisfactory too ,low a cash or a liquid a"'!ets. ratio, 
or too high an advance-deposit ratio, because they may be m:1ab)e to 
meet I.he demands made upon them by their depositors. On the 
otl)cr hand, they regard as unsatisfactory too high a cash or a 
li9.11id assets ratio, or too iow aµ advance-deposit ratio bccajlse 
relatively idle money means less profit. 

167. Tbere is uniforJDity in the prncticr of' the banks ~• to wh,it 
is.included in the items of deposits, advances, iiquid assets, and total 
liabilities to the publie, but there arc differences in rcgm•d to cash. 
The deposits comprise both fixed and· current deposits. The adva11ees 
include bills discounted and some other small items, hilt by far the 
greater pa,•\ of the sums lent consists of' advances by way of ove1•
draft; bills discounted are now only about 1 per cent. of the total, 
and other iteJDs about ½ per eeut. For many years there has been 
a continuous decline in bills discounted, which fell, fot OXJ!mple, 
from about £10JD. in 1926 to about £3m. in 1986. The practice of 
trading hanl<s in A u•tralin when lenmng on overdraft •is to charge 
interest only on thr debt outstanding at the end' of the day. Conse
quently, if an advance is arranged, only that part actually used by 
the borrower will appear in the figures of the advances. At all times, 
therefore, the aggregate a~ount of ad\'anccs outstanding is less than 
the aggregate amount arranged, but a~ a rule no attention is paid 
to tbe margin between the amount of advances made and the limits· 
of overdraft allowed. Somr banks review the aggregate limits 
periodically, others do not, but all agree tbat the relation between 
the· two is not important. 

168. '.rhel'e is, no general agreement as to tlie items covered by 
the term•" cash"· All banks include, coin, bullion, Australian note~, 
and deposits with the Commonwealth Bank. In· additioa some include 
treasury-bills, some include part of their London funds, and some 
include both. Some banks which include London funds do not convert 
them into their equivalent" in Australian onrreney; 

,• 
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169. Liquid nssets include cash ·and all the other assets except 
advances and landed prope;ty. All banks thus include in liquid 
assets Australian government securitiOl! w'hcther held in Loudon 
or .Australia:; There is, therefore, little difference between the banks 
as to·what they regard as liquid' assets, iiut the portion of these which 
they •regard as cask .difI~rs, materially as between banks, 'l'hc .. total 
liabilities to tho public consist almost entirely of dcp9sits, together 
with a small. amount on account of notes and bills in circulation. and 
balances. due to: other banks. 

170. 'fhe Commission hus been furnjshed with a detailed state
ment of the assets and liabilities in Australia of each of thc'nine 
trading. banks·from 1926 to 1936 inclusive; and of their London funds 
.l!'rom -these, items have. 'been eafoulated' certain· ratios for each-bank 
~Ii for ~II tho banks tak~n together. In order to examine the opera
tidµs :of :tho trad.il\g ·b~nks during d•P!'•llSioil and recovery, it is 
nccess_ary to refer to t!\ese ratios, and, .. if the position as a whole is 
t9 'be surveyed, it :is neee~azy, to use aggregate figures. No difficulty 
arises with the advanee-acposit ratio, nor with the liquid allSets ratio. 
'fl1e ratio of advances to deposits is the perecntage ratio of the 
aggregate ad~ances· to, the, aggregate deposits. 'l'ho liquid allSets 
ratio is the percentage ratio of the aggregate liquid assets to the 
total liabilities to the public. But the " cash ratio" cannot be so 
simply determined, because of the dificretice in practice in regard 
to wllnt i~ jpcluded under "c~sh '\ We }iave, ,t11ercfore, scie~tcq. as 
cnsl,'for tliis purpose, those itoms which are c~ in thomselves (coin, 
b)llli.on, and notes) and those. which wi!l be turned readily into. cash 
by the Commonwealth Bank ( deposits with· the Commonwealth l3nnk, 
trcasury-biils, and London.funds). We have not regarded' as London 
funds Australian government securities held in London. The amount 
of these, however, is so small. ,tl)at their exclusio!l affects the ratio 
,·cry little. The London funds· inc11;ded qs cash. are taken at their 
value in Australian currency at the- time to .which they relate. It 
is true that no one bank uses precisely these items in calculating its 
eush ratio, but in our view the ratio· which we· ·bavo adopted is the 
most impol'lant indication of the liquidity oi the s:;stem as a 
whole. It might .be confusing to caH the ratio either "cas!1 ratio", 
or "li'quid ratio'\. . The i\ems include more than cash in the strict 
sense of the word, and· less than the total liquid assets taken' into 
account by tl1c banks ior -purposes of' tboir liquid assets ratio. For 
convenience we shall refer to it as the "cash reserve ratio 1' and to 
the aggregate cash, treasury-bills, and London funds as "casl1 
reserves". 
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lNcnEA.81!: ( +) OR DECKEAB~ ('-), FRO!J: SECOND 'QUARTER TO SECOND· QUAn'l'Q, 

(The ban_ka arc arranged ditl'erentry in co.eh y_enr, nccording to the mugnitudc of 
, change in raHo.} 

w ~ w ~- ~ ~. w 
1021. 1028. 1020. 1oso. , 10:n·. 1032. 1os3, 

1033 1034 ·i036 
t.n, • to , to 

]034. 10:15, 1080, 

• 1020 1027 1028 1020 1· 1030 1081 • 1032 

----+-

All Tr11.ding 
Banks 

+~.4 + o/g_4 +ii.~~~-s.+ ~-5-,.o+ ~-2 ~1 +~.s+ 1.s 
~12·.2 - 3.0 +10.5 +l,2.7 ,+ 0.6- 5.0 + 6.8 - 3.1 +12.2 + 5.8 
+10.7- 4.2+ 7,2+11.4- 2.0- 8.3+ 3.0- 3.1+ 8.3+ 3.0 
:f- 9.0- 4,3+ 5.l +ll.2- 2.3- s.s+ 3.l- 3.6+·6.6+ s.o, 
+ 7.7- 5.o+ 5.0+10.s- 4.3- o.5+ 2., - a.o+ 4.7+ 2,2 
+ 7.6.- 0.3+ 4·.7+ 0.0- 6.8-l0.8+ 2.0- 6.3+ 2,3.+ 0.2 
+ 0.1- 6.8+ 4.3+ 7.7-8.7-12, -f 2.4- 5.7-f l.O Nfl 
+ 6.1 -· o.5 +.2.2 + 1.2- 0.2 -12. + 2.1 - o.o+ 1.0- 0.2 
+ 1.7-ll.O- 3.2-f 6.0-14.4-12.0- 0.0- 7,4+ 0,1- 3,3 

(aggregate) + 0.6- 7.0 + 6.6 +II.I.- 5.5 -10.l + 2,0 - 6.3 + 7.3 + 3,l· 
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171. An examination of the ratios of any one bank disclmms a 
wide range of ductuntioli around the o.vcrage. A comparison of the 
rntios of diffc1·ent bnnks shows that the nvcrnge ratio differs con• 
sidci•ably ns. between bnnks,. and thnt the 1·nngc of fluctuation i, 
greater for some banks than for others, but on U1e whole,. ns the table 
nbovc shows,. the ratios of the banks moved in the snme dircet.ion. 
').'he. ratio. or ens!~ reserves to deposits is shown by the gruph· in the 
appendix, which i~ based upon the ng:grcgatc figures of the nine trad
ing,.bnnlrn for tl1e period 1926 to 1936. It will be seen that the ratio 
vRdcs witi1in wide limits. It is to Qe borne in mind in considerini;r 1J1is 
ratio that tho period which the graph covers includes yours of acute 
disturbn:g.c~:, It should' not, therefore, be accepted as giving an 
nccqrn.te ·yfow of the ljmits within wl1ich tlie trading· banks' cash 
reserve ratio has varied in. less-clisturbcd times. If we look, for 
example, at the years 1926, 1927 and • 1928, which preceded the 
depression and included " period of slight business recession, it will 
be seen thnt the variation is not ns extreme as in the later ycnrs. 
For example, the cash reserve ratio then varied from 24 per cent. 
to 34 per cent., the liquid assets ratio from 30 J.>Cr cent. to 41 per 
cent., and the aclvanc~.dcposit ratio from 79 per 001it. to 91 per cent., 
w)~ere(ls in the succeeding eight years of depression and rct'Overy, the 
cash r~scrvc ratio varied from 19 per cent, to .39 per cent., the liquid 
nsse.ts ~nt~o,from 25 ,per. cent. to 45 per cent., anc,l the ad.vnnee-deposit 
ratio from 79 per cent.. to 98 per cent. 

172. For a eonsidcrnble period prior to 1929· seasonal movements 
iii bankit1g· .figures 11nd' been discernible, due to the production nntl 
sale ,of the principal· exports. For example, the cash reserve. Tatios 
nnd li11uid'rntios wcrc"usually at tbc lowest point in the third quarter 
of the year; During that quarter, advances increused, deposits 
decreased and cash reserves tended to fall, In the first quarter of 
tbc year deposits. reached· their highest point and advances were low.' 
The . cxpeetntion ariSi'ng from these movements was th.it up to 
September deposits would gradually decrease and advances be higher, 
tlu·ougholl\ th~ fourtl1 qunrter deposits and cash reserves would botli 
be rising, and that in the first quarter the cash reserve position would 
bo• restored wiih the growth in deposits and the slacbening off of 
advances. 

173. 'l'hc· changes iu the banking figures nncl ratio!:. before t]ic 

dcJ'l"ession may be illustrated for the thr~• years 1926 to 1928. 
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TABLE. 

T&.4J:,JN'O B,uu,.e-AUBfliL?A . .. ,. 

TolAI Dcpoaltl' Cash, 
Total ' Tob.l, Trcuury : London wJl!J O.,h AdvaJm,._ 

Q1uuttr, llepo,It~. At1,·nnce:i , lJJlblllul 1''unt11. Comnkln• Gold. Rescrvo DoJ)IXllt 
London wealth l~tlo. lt.utlo. 
1''um.Lt. H1mk. 

£Am. £Am. £Am. £Am. 
!926-

£Am·, £Arn. Por•oont; Per cent .. 

lat .. 250,3 204.6 86,5 33,l 6,7 24.0 33.0 78.6 
2nd .. US.2 210.0 81.3 32.4, 6.2 2'.4,' 31.5 '. ·81•.6 
3rd .. 264.2 220.0 60.6 10.5 0,7 :.?4.4 27;3 60.6 
4th .. 2us·,7· 231.0 03,1 13.2 '7.4 24.8 U.4 80.3 

1927-
1st .. 266.l 231.4- 73.1 20.0 8.2,, 26.0· 27.5 87.0 
2nd .. 263.4 232',2 69.6 21.0 8.2 24.1 20·;4 ·ss.~ 
3,d 

"' 
268,G 234.5 58.0 18.2 9,4, 23.8 20.3 90,,7 

,ttb .. 21!3,4 232,9 74,0 .21.'1 11.2 23.8 28.1 ·as., 
1928-

ht .. 215.3 223.4 91.G 36.8 13.7 23,7 33.3, -:u 2nd .. 273.5 222.0 93'.'3 '41.3 12.0 23.5 34.1 
3rd .. 200.0 228.2 78.6, ,20.2 10.4 23.6 20,4 ·85,6' 
4th .. ~75.2 236.0 80.4 21.5 13.0 2.3.7 20.2 86.0, 

174. 'l'hc most vuriable element, in the cnsh 1·cscr~es of the .trading 
bunks in pre-depression years was the ftem of London funds. 
(luurtcdy average• figures of London· funds for the yoiirs i926 to 1928 
show n fall between the first quarter and' the fourth qnnrter of i926 
from £33m. to £13m. London funds romaine,\' low throughout 1927·, 
hut rose again to £4Im. in the scconci quarter of 1928. •rhere were 
no offsetting movements in other forms of cash reserves, So that these 
cbm1gc..i: were rcflcctnd in the rntio.s of the bnnks a$ a. whole. 1V1lcn 
J,ondon funds fall oil' suddenly, it is difficult for tho· banks to· effect 
au immcdiute reduction of their advances· to conform·. ,1,•itlr th.e fnll, 
The r~ult is that I.he cash •reserve ratio falls, tho• advance-deposit 
r,~tio risus, und Um position of the bimks becomes. less· Jiqui<l.. \VJ1cu 
the fall in London fnnds took place in. 1926, the ratio. of cush. rcscrvCs 
to deposits, whie!, had been 33 ,per cent. in the first <11mrte~, felt to· 
24 por cent. in the fourth quarter, and the tulv~mcc•clcposit rati'o rose 
front 79 per cent. in the first quarter to 89 per cent. in the fourth. 
<1uartc1·. 'l'hroughout 1927, the banks as a whoie were fuccd with tho 
position of n high advance-deposit ratio and a low cash reserve l'at.io. 
It wns some time; however, before the low level of London .fu"rtds in 
1927 hrought about a reduction in ncl;ances; London funds r'osc 
ngnin to £4lm. ih the second quarter of 1928, and the cflsh rescrVt"" 
ratio to 34 per cont. Advances which had risen sharply iu 1926 from 
£206m, in the first quarter to £23Im. in the fourth quarter remained 
hi'gh duriug 1927, but were brought bnck to £222m, in the second 
quorter of, 1928. Deposits .had steadily increased over the whole 

'I' 
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period, aiulthe oclvancc-dcposit ratio fell, to,81 per cent. by tho second 
quarter of 1928. ·During the period, too, the trading banks focrcascd 
their holdings of long-term government securities, from £llm,. to 
£17m. 

Quart.er, 

£Am, £Am. 
192S-, 

M .. 27G',3 223.4 
2nd .. , 273,5 222,0 
Srtl ... 2RO.O 228,2 
4r.h .. 276.2 230.0 

1920-
1,, .. 287,I 230,2 
2nd .. '284.5 246.7 

1929~FmsT HALF .. 

TABLE. 
TRADING BANKs-AtJBTRALtA, 

'£otal 
Clll'h , 

1'roMury Loni.I.on 
Dlllso.nd Fund1 . 
London 
l<'uo~. 

£Am .. £Am. 

01'.6 35.8 
03,3 4L3 
78.6 29.2 
80.4 I 21.5 

90.0 34,8 
7u.O I 32.6 

DopcllJte 

T~itt~.t)I ~-~llln• 
. ll•nk . 

£.Am .. £An,, 

0,3 13.7 
0.3 12,0 

10.4 
13.0 

15.1 
.. I 0.6 

Per Per 
£Am, cent. cent. 

23,7, 33,3 81.1 
23.6 34.1 81.2 
23.0 20A 86.6 
23.7 , 29.2 ao.o 
23.0 31.3 83,3' 
23.0 28.0 86.7 

175. In the. first half of 1929 the outlook for the future showecl 
some disquieting features, but was by no means bad. It is true that 
no long-term overseas loan was raised ofter January, 1929, ani a 
decline was already to be noticed in export prices, but it was not yet 
certain that overseas borrowing had ceased entirely, and although 
the drop of 20 per cent. in export prices between May, 1928, and 
May, 1929, brought them to a figure lower than any since 1922, there 
was always hope that the trend might, be reversed: Unemployment 
for Australia as a whole, according to the figures of the Common
wealth Statfstician, based' upon trade· union returns, had risen from 
6.4 per cent. in tht ~econd quarter of 1927 to 10• per· cent. in tho 
'iCCond quarter of 1929, bnt this RJ?nin wns n movement· which, might 
be reversed. 

176. Bank deposits. in the first qnartc1· of 1929 were seasonally 
high, and there, was the usunl' drop in the second quarter, For 
several years fixed, deposits had regularly increased: and the, seasonal' 
changes took place in current deposits alone. Bank advances h,id 
risen· from £237m. in the fourth quarter of 1928 to, £247m. in the 
second quarter of 1929, and there was 11ot the usual seasonal fall in 
the, first quarter. London funds, which had reached· a· high point 
of £41m.,in the second quarter of 1928, dropped to £27m. in the fourth 
quarter, but followed the normal upward tr~nd in the first quarter of 
1929, and stood at £33m. in the, second quarter. Deposits with the 
.Commonwealth Bank, which were not yet an importnnt proportion of 
the trading banks'·cash.resel'.Ves, feli'from £13m. in the fourth quarter 
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of 1928 to £9.5m. in tl10 second quarto,. of 1929; The cash r~servo 
rntio in the first quarter of 1929 was a little·ovc1· 31 per cent., not as 
higlt as in the early part, of 1928, but stil} satisfactory. 'l'he ·advnncc
tleposit 1·atio was 83 per cent., not high enough to cause any appreheh
sion, Even in tlw second quarter ol 1929, there was only a slight 
dctcrforntion in the cash reserve ratio, which fell from 31 per cent. to 
28 per cent.., and in the nclvnncc-deposit ratio, which rose from 83 per 
cent. to 87 pol' cent. 'rl1e position of tlic trading banks was becoming 
slightly Jess liquid, but similar movements had occurred before nnd 
ha,l righted themselves. 

1929-SECOND lIALF, 
TABL'E. 

l'RADJNG BANKB-AU8'1'KALL\. 

QuarWr. I 
Cni:h Ath·11.1u.•e 

(;uh!. llCller\"(l llCJIO.!llt 
lt:\tlO, no.tlo. 

£Am. £Am. £Am, 
J92S-

3rd . . 2ll0.0 228.2 78.0 
4th . . 27a.2 2:16.tl R0.4 

1929-
lst . . 287 .1 230.2 U0.0 
2nd . . 284,6 24ll.7 i9,H 
3rd .. 277.2 :.!tiU.2 lll,l 
4th ... 275.2 269.5 fi:l,2 

£Am, £Am, 

29.2 
27.fi 

34.8 
:!2.6 
17.6 
9.3 l.6 

Per Per 
£Am. £Am. cont, cent. 

10.4 23,U 20.4 86,6 
13.0 23.7 20.2 80.0 

15. l 23.6 31.3 s3.3 
O,.!i 23,0 2S.0 80.7 
7.8 21.6 22.1 93.6 
8.6 10,! 10.4 97.0 

177. rrownr<ls the ond of 1929 it became elea1• that Australia wns 
entering a depression. Export prices had fallen another 10 per cent. 
between May and December, and the wool sales. lrnd opened badly in 
September. Unemployment. was definitely rising, and the figure or 
10 pct· cent. in the second quarter of 1929 bccgmc 13.1 per cent. in 
the fourth quarter. Bank deposits fell from £284m. in the second 
quarter to £277111. in the third quarter. 'l'his fall might have been 
accepted as seasonal, but instead of the usual rise in the fourth 
quarter, there was a further fall to £275m. MoSt of this' change was 
due to movmncuts in current deposits, which followed their seusonnl 
trend downwards. but did, not rise again-. There was a slight clteck, 
too, in the general upwarcl trend, of fixed deposits. Advances rose 
from £2<!7m. in tlie seconcl quarter to, £269m. in the fourth quarter, 
a rather stec}Jer l'ise than usual. 'l'he holding of government sccuri• 
ties by the trading banks fell off from £17m. in the second quartcl' to 
£13m. in the fourth, quarter. 

178. 'l'he· chief stl•ain, however; came on London funds, w11ieh 
foll from £33m. in the second quarter to £18m. in the third. In 
itself, this, fall was little worse than had happened in 1926, but in 
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the, fourth quarter tl,e,:e was a further fall to the very low figure of 
£9m. 'l'here"Was also, a fall from £23m. to £19m. in the amount of 
gold held, which occurred before the Act of' that year empowering 
the -Commonwealth Bank to acquire gold, had time to take effect. 
'fhc casl1 reserve ratio fell from 28 per cent. in the second quarto,· 
of 1929 ·to 22 per cont. in the third quarter, which was, lower thaa 
at. ilny time in the past three years. But instead of a ,.asonat 
recovery in the next quarter the ratio fell again to 19 ))Cl' cent., which 
was clearly unsatisfactory to the banks. The advance-deposit ratio 
rose 'from 87 per cent. in the second quarter to 94 per cent, in tlu, 
third' qnnrter1 which was highor than at· any time since Hl26, nud 
in the1 fourth quarter it rose to 98 ner cent .. ,i figure fllso \11IS11tfa
fuct.ory. 

17H. 'l'hc position oi the banks at the end of 1920 was cxtremclr 
Hlic1uid. Deposits. nud cash reserves were falling, advances inercasing. 
!Jo1tclon funds were very low, and' were likely to remain low even 
with the normal seasonal increase. to be expected in the new year. 
'11lw cas}i 1·cscrvc ratio and the ndvancc-clcposit rll.tio were both 
unsatisfactory, nnd the problem for the banks in. thcso cir<mmstanccs 
was how to, restore their liquidity. If one bank alone is faeed' with 
such a. problem, any action which would increase its ea$ll reserves 
wonl<l help it to become more liquid. Tho bank may refuse to make 
new udwmces, or may restrfot new advances so as to protect it..~ 
position from further deterioration. It may go beyoncl this, aud 
nttcm}lt to call iu ndvanccs. To tl1e extent to which it is sucecssful 
in this action its cash· 1·ese1•vcs will increase, and although it may at 
the same time· cause some "'reduction in its deposits, the net effect 
is ;m improvement in both its cash reserve ratio and its advance
deposit ratio. Similarly, a bank may sell government securities, 
which wiU have much the same effect upon its ratios as a reduction 
in advances. Finally, it may use·v11rious means of attracting to itself 
deposits, and in so far as it i's successful t110 increase in its cash 
rcser,•es mid its deposits improves both ratios. Apart from such 
methods, unless the Commonwealth Bank is prepared to provide it 
with more cash, or the public to hold less, a bank cannot become 
more liqnid unless its gold or Lonclon funds increase: But while one 
bank alone mny use any o, all of these methods with some degree of 
success, tlw same results will not ~ollow their use by the trading banks 
as a whole. If, for example, to restore liquidity all the banks, try 
to attract deposits, they are not likely to achieve their aim, because 
what one· gains another loses. Even if some deposits are attracted 
from tho State savings banks, liquidity is not necessarily improved 
bv this means. Savings banks which hold large deposits with the 
t~ading banks may simply draw on these deposits to meet the drain 
which arises from the transfer of deposits to the trading banks. 
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Savings, baitl<s mny also sell' securities tQ. prpyi(lo. tho oas~, ·tP• ~uch 
transfers. In this case,. if thed,.uyers. pf ,government ~eeuribes draw· 
upon the deposits of tho, trading b!lllks ;to ·pay for ,these _sec_,n,iµes, 
at the end of the·-process the. trading. banks are.no,more,liqmd· than 
bofore. '£he· ~!traction of deposits from sa:vjngs· banks. wBl•.help,Jo 
restore liquidity to ·the trading. banks only if: tho deposij .. comes from 
the Commonwealth, Savings Bank, or -if ·sl\curities, are -sold,.to huy~ra 
who, pay for thom ·by redl!cing their ·deposits· with ,the Oommonwealtl1 
Savings Bank or the Commonwealth-Bank. .In. other words, thQ 
increasctl liquidity has come, from, an incr~ase· in-.volumo of central 
bank credit. Apart from this, .if the· Sav.ings-Bank. mot -the drain by 
rcducin_g its· cash, there might be some. gain. to the.-trading b":"lrs,, but 
this is unlikely to be of much importance. Generally speaking,. too,. 
if all banks sell governmcl)t securities, attempt to call ill, odvaµccs, 
or refuse new advances, these efforts to arriv~ at a more )iqu,id ~.osition 
,vii! not add to their cash-reserves unless.they con induce Ilic public. to 
hold less cnsh or the Commonwealth Bank to. pro~de· JllOro. But the 
general reduction of advances and tho sale of securities. mean t)le 
general reduction of deposits, and alt)!ough the cash reserves -of the 
banking system arc not increased, yet the cash. ~eserve rntio and tho 
advnnce•dcposit ratio may improve. , 

180. During the latte,· half of 1920, .t!)e bnnl,s sold securities,. 
reducing their holding of £17m. by £4m. On tile other hnnd, £1.5m .. 
of treasury-bills were tnkcn up by the. bnnks, But at this time some 
of the bnnks were chnry of lending, to, the Governments on treasury. 
bills, which were not then subject to the Commonwealth B~nk's-unde:· 
taking to rediscount. them at a fixed rate ~nd to meet them, 1f 
necessary, at mnturity. During 1929, and espcein\ly in.th~ latter h_alf 
of the year, the banks· severely restricted new lending, whilst 
endeavouring to assist old customers,. especially primary producers. 

1930-Fmsr· HALP. 

TAllLE: 
TnADlNO BANJt8-AUBTRALIA1 

Q.uartu, Gold. 

Po• p., 
£Am., ··£Am. £Am. ,£Am. £Am. £Am .. £Am, cent~ cent, 

1920-
230.2 oo.o· s4·.s 15.l 23 B 81.3, 83.3 1't .. , 2R7 I' 

2nd .. 284, fi 246.7, 70.6 32.8 0 5 23.0 28.0 86.7 
3,d 277 2 2~0 2 61.1 17 6· 7.8 21.6 22 1 03.5 .. 

53.2 0.3 1.5• 8,0· 19.1" 19.<f 97·.9 • 4t,b .. 275 2 2119.6 
193~ 

• 272 :J 1· 2~4 4 ' llO 0 M7 2.1- 14.5 12.4 22 O· 97·.I 1,t .. 
2nd .. 2ari n· 2so 2 no ·4 21 2· 2.0 18'7 2.6· 22.7 97.8 

Q 
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·l~l•. In -tho lirst lrnll' of 1930, tho deprCllSiou in Australi• 
µ.ccpcµcd. E>:port prices fell a further 14 per cent. from tho second 
quarter of 1929 to the second quarter of 1030, mnkiug a total fall 
of app1·oximately 40 per cent. from May, 1928. • Unemployment roso 
rapidly from 13.l per cent, in the fourth quarter of W29 to 18.ii 
per. cent. in the sccono. quarter· o( 1930. Deposits fell again from 
£275in. to £266m. in the same period, and for the first time for some 
years- tho first quarter of the year showed no increase over the 
pre·ccding quarter. The slight fall in fixed deposits :from £178m. in 
tho fourth quarter of 1929· to £176.Sm. in the second quarter of 1930 
col)tinucd· the reversal of the upward trend which had been for loug 
ohnructeristic' of these deposits. Current deposits, too, fell fron, 
£07m. to £89rn. 'Recent inc_reascs in fixed deposits had been mainly 
in .tho. three months and 24 months classes. Between June, 1929, 
and' J unc, 1930, there was a definite shift from the longest term to 
the -shorte,· term fixed· deposits. There was no marked· change in the 
proportions of large and small fixed' deposits, but the loss of £Sm. 
in current deposits •was1 spread evenly over the variousi categories, 
be'ing least sovcrc in· the ,·cry large and in. tho very ,small' deposits: 
Hoposif.s of ·Stutes savings banks with- the tl'ading banks· fell from 
£28:'lm. in· June, 1929, to £25.2m. in Juno, 1930, while the total 
deposits of the State savings banks fell from £186m. to £178m. 
Advances; which had reached their ltighest point of, £269m. in the 
fourth quarter of 1920, fell in the second· quarter of 1930; to £260m., 
nnd ·there was· no significant change in tho holding of government 
securities. 0hnngesdn the cash, reserve position of the •banks resulted 
in a net: increase of some £7m. Between t.hc fourth quarter of 1929 
and the second quarter of 1930, London funds rose from £9m. to 
£2l!n., which may be compared with the smaller •rise in 1926-27 from 
£18m:-to £2lin. Gold fell-from about £19m. to about film. Treasury. 
bills rose· from £1.5m, to £2m·., and deposits wit.h the Commonwealth 
Bank ftom- £8.6m. to. £I8.7m. There was an increase in the cash 
tcscrvc· ratio from 19 per cent. to 23 per cent., but the latter figure 
was still- too low to be satisfactory to. the .banks, -and· the ·advan,e
dcposit -ratio rcmainctl .. in ,the neighbourhood of 98 per cent., which 
was much too high to be satisfactory. 

182. ,Dnting. thi::;. period, tho banks· SUl'L'endc.r:cd most of t11ch·· gold 
and, .rccei:vetl instead deposits with the· Commonwealth Bank.. •rhey 
still maintained thci, attitude to treasury-bills, which were, :from. thoi, 
J1oi11t•of yiow,unottractiv.c. At the beginning o( 1030,,ull'fixed deposit 
tate~1 were1 increased. by. a. minimum: of t por cent. amrta, maximum 
of,¼ ·.p~t ,cent,; .. and· advance, rates were also, increased·. 'IU1c same 
policy was. pursued of carrying old customel's aud• restricting, new 
lending, and advance,; fell- sharply. All ·through· the early pilrt 
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of 1980• tbc t~nding banks w.cre ~esiating the pr0$liure on th•• exobang• 
rate, anq were rationing, .~change.,to their cusloiµers. 

., jUNE 11039, fo'iJumf:, '1931'. 
TAbL'Ei. 

T!iADIN~ ·1:1~~'!1-AUB'l'~LU . • 

Tilt.al ~~:.i • , , ~~~i., CMI\ Adv11n1•c 
tRc:icrvo· Dofll.lllt 

ll,t,llo, ltii.,tlo. IJ~~I~ .• vti;:~ Wt:~1z i\1:.~~~~· ,T~~.r}'; ~-:i~tii•, •Gdld. ' '1::::~~-· ;. ' . '• · 'DAnlc, 

----1--~....,.,.----~~,---:..l..._...,..~~- ~~,~-----
fc{ ·: Per 

IOlO- : £Am.·. £t\in. l,l\jn; ·,w. ·£~~-~;:.~m.' '£~'. ccq. Cent. 

~:~ : : ~~:~ ':~:~' ' ·~:~ ~ti •. ·iJ' 1 
::~; 

11~:i ;::~ :~J-
3rd .. 260.'8· -255.o 57,o. 10,2·. 2.4. ,18.4 • ,0,1 21:0 98.2 
4th .. 200.7' 2~.2 .60.4. IG.7" .!i.3 22.f?.. _23,2_

1 
,07., 

1~!e .. 200.6. :·UI.G. 76.7,' 21:/1' 6.6, ;31.:l•·. . 2U· 03.0 
2nd .. 2,58.~ 238 ... ~ .80 .. 5 ... ,20,,.7.I: 0.8 .~21 1 ... ,., 1 t ~1.1 02.3 

183. From, J unc,. 1930,, .to ,June, l931,, the, ,deP.rcssioµ continue<l, 
b,1t tho, li4uidity of the ban.k.ing .. systell)., incr~ased rapidly .~ftci: the 
end, of 1030. Export prfoes· showed .. some fluctuation,. reaching tl1_eit 
lowest.point in January, 1931,.and.rising agajn: by June; but between· 
.June, 1D30, and Jmie,.1931, there,;was ·a. fall· of 15. per cent., making 
11 tot~! f~ll from. May, 1928; of about 50.• per cent. Unemploy.ment 
continued· to rise rapidly, and- increased !rom: 18:5 per ·cent. in· th• 
,cconcl. quarter of 1930 to 27 .6 pet cent. in. the seepnd quarter of 
1031.. Deposits fell: from, £266m, to, £259m., :fixed deposits· rising 
,lightly and current deposits, deoreasing from £89m. to £8lm·. The 
trend from longest term fixed• .deposits to the shorter terms was 
11ccentuatcd. The only significant change il)c the size of. fi.'<ed deposits 
was a sligbt increase in the. lo\Vest. clnss; ,vbile the fall in current 
deposits wus most marked in tbe largest accounts: Deposits. hel!l 
by tho State· Savings Banks with the trading banks fell from £25m. 
to £13m. at a time when the total deposits' of· the SI ate .Savings 
Banks fell by .£24m, • The heavy withdrawals from -the Government 
Savings Bank of New South Wales.were mainly responsible for tl1esc 
reductions. 

184. The downward trend· of ndVanccg continued, ancl there· ,1v11s 

a sliarp fall fro1n £2601n. to· £239m. Holdings of long-term govern
ment securities fell by nearly .£3m. from -£12.4m. to £9.7m. In ihe 
two years. from June, 1929, to; June, 1931, £7m. of government 
securities had been disposed of' by tha trading banks, and £Um. by 
the Savings Banks. London funds ~cmaincd, at about £20m·., which 
was still a very· low figure, especially •• the holding of gold in 
Australia fell· ·from £2.5\u. to nil. Australian notes in ibe hands of 
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tho• trading banks, roso from £14m. to, £19m·., and· treasury-bills• from 
£2m: to £7m, Deposits with tho Commonwealth Bank' increased· by 
.£18m . .'from-£1Dm. to £32m., due to the expansion of central bank 
eredi~ when tho treasury-bill' issue was increased from £2.3m. in tlte 
second quartor of 1030 to £20.60).·. in tho second quarter of' 1931. 
Tlio 'net: result· .of ·these movements was an increase, of some £20m·. 
ii'\',1Clish :reserves, ~nd a ,cho.nge in the, cash reserve ratio f~om 23._pcr 
eollt. to 31, per cent. 'l'his ma1•ks the first. decided improvement, smcc 
the· depression began, in the liquid· position of· the· banks. Tl1e· 
advance-deposit ratio, ·too, felt from 08 per cent. to, 92 per cent., and 
tli~•liaiiks-wer'e·:no <longer in a· position where a contraction of lending 
secllled•·necessary, ultl1ongh. Lon<lon funds were still low. The c?n• 
traction ill tho international part of ths liquid resources of'tbe trading 
Jiaxilts• )lild been, offset by: an· expansion of the :Australian part'through 
central bii'rik· action. 

'185'i•Dudng· this· period\ bl!tweeu June, 1930; and ;June, 1981. 
tliere was .00 •change· in the rates of' interest either on deposits· or ~n 
ndvane<!s. li.n nnulysis ot cln11Ses cif •borrowers· in• iJui)e, 1927; and ID" 

June 1931 •hows tliht between thcse· dntes-tbo· amount of advance., 

10 . p;iniar/ producers-had increased both absolutely atid as· a propol'
tion of'torn!'advances. On the other l1and; total'advanecs to'Dlnnufac
turing, coinrt1crcc, transport, distribution o.nd ~uilding, •sll6~vcd

1 
a· 

<lcorease· both-absolutely and in proportion. ·These _facts contir'm ~he 
view that tlui bnriks, nlthough restricting new -lenclmg, were_ m_nln~g 
.sollfc ··advances to enoblc their primary p1·oducer eustome1•s to mnmtam 
produciion. They show, too, that the-fall in production, imports,, nnd 
iui'ees· reduced the demand by some other elilsses of borrowers for· 
assisthnce· frem the banks, In August, 1930, trading banks entered 
into the exchange mobilization agreement, nod' in .J'anuary, 1931', 
rationing of' exchange was finally abandonc~; and tbe- rate allowed 
to go to 130; wl1ieh relieved" some of the stram on London funds. 

Qnnrtcr. 

1931~ 
lat .. 
2nd ... 
3.-d .. 
4th .. 

1032--
ht .. 
2nd .. 

JUNE, 1931:, ~o-JnNE, 1932. 

TABLE. 

'1'RAD1NO DANKS-AU6Tll/tt.lA, 

Tot.Ill 
~ll, 

. ToUI Toll.11, TtrlllllllY 
J'ICJ)O!l1", 'A1MirceS. t~,fon~ 

Fu11Ull, 

£Am. £,Im. £.Am. 

244.G 70.7 20(),0 
258.7 238.8 80.5 

78.6 254.6 !.?:18.3 
267.3 233.7 04.8 

224.9 108.7 2811.2 
276.1 227.l JO,l.l 

Loml()n 
;·nnds. 

£.Am. 

21.6 
20.7 
10.R 
31.4 

28.8 
24 0 

n, ... ~.'· ulth ~~1t Advn.flte-
1'fM'.IUY CommoD•· lll.'6H1'fl ' J>or109..lt. 

nm,. wen Ith R:i.Uo. Jl(lUo 
1311.nk. 

£.Am. • £Am. Pe~ OOnt., 
,: 

Per ~ont, 

0.6 31.3, !!0.4 03.9 
6.8 32.1 :JI.I 02,3 

22.8 30.D 03.6 13.9 
20 .. 7 22.1 SG:4 81.4 

20.0 32.8 38.6 80.0 
30 6 28 0 37,7 82,3, 
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186. By· the ,beginning .of 1931 it was, clear that depression con

ditions, were .not confined. ,\o .Australia; b11t that a, world' depression 
was dcveloning of different intensity in different countries. Export 
prices moved: irregularly after June,. 1931, first falling, then rising 
and later falling again, but.betwccl\ June, 193l;nnd June, 1932, there 
was, .a drop of 7 ,per cent. Unemployment rose to its .highest lev,ol 
of 30.0 per cent .. iu the second quarter 0£ 1932. Deposits rose from, 
£259m. in !he second;quarter of 1931 to-£276m. in the,second'qnarter 
of 1932,. thus reversing the .trend which had been evident ,since the 
early part of 1929. Fixed deposit.,. accounted for £1lm. of the 
incr~ase, rising from £178m .. ·to ;£189m., and current deposits ·for the 
otltcr £6m., rising from· .£8~m. to £87in. Some· of the. incre.nse, in 
deposits w;ur !lue to.'the fact. that the movement in the, exchange rate 
in•Jal!uary, 1931, induce.d-.ovcrseas:Ji,l:ms to.allow fundsto,accw.niµatc 
in .Australia iu the hope that the rate would come •!).carer to. par. 
'rltis. "fugi\ive ,nouey ", a~. it. has. sometimes ~•en, called, ,gradually 
disappeared after .the 1·ate changed to 125, ,an!l showed no sign 
of fµrther,altcration., .Aeco.mpanyiug the general rise in fixed deposits 
there was a noticeab!~ ;moYement ·'.from ·t~e longest- dated. deposits 
(two years) and tl10-shortest dated (three months) into. those. of 
medium terms (sb, qnd' ·twelve months). In. the case o~ h!>th fixed 
and current deposits, there W'18 a, ·slight. movement to. the larger 
cleposits. Deposits by Sta\e· -Savings ~an\cs. witl1 the trading banks 
rose from £13m. to £15m. Advaµces .continued to fall from ;£239m. 
in the second quarter of 1931 to £227m. i,n. the second quarter of 1932, 
but the fall, which, J1ad been continuous since the latter par.t of 1929, 
was arrested in the early part of 1932, .and the figures. for the second 
quarter showed an, ,incl'ease over the .Pgur~s fpr the first quarter. 
Holdings. of lo11g-tcrm. government securities· iµ the liands of the 
trading ba11ks showe\l little ,change. Lou\]on funds· incrcasetl from 
£2lm. in the .second quarter of. 1931 to £31m. in the fourth quarter, 
when the exchange rate was altered from 130 to 125, and fell to 
£24m. in the second quarter of 1932. Deposits with. the Coinu1on
wealtl1 Bank fell from £32m. to £29m. Treasury-bills took on a 
new significance for the trading banks,, after the Commonwealth 
Bank, in tTune, 1931,. had· announced its willingness to rediscount at 
a fixed rate, and to meet the bills if necessary at matul'ity. Before 
this nnnounecment, some, at least, of the, banks were not inclined 
to hold treasury-bills, but the change in their att.itudc is shown b.v 
the increase in their holdings from £7m. in the second quarter of 
193:t to' £8lm, in the second quarter of' 1932. .As a. result of these 
increases in cash reserves the banks found themselves in a very liquid 
p~sition, the· casl1 •reserve ratio rising from 31 to 38 per cent., and 
the advance-deposit ratio falling from 92 to• 82 per cent. In each 
case the position of tl1e ratios indicated that lending might well be 
extended. 
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187. Treasury-biil finance; ns 'WO· have shown earlier, ,)i.as the efl'~ct 

both of adding to the cash of_ the banking system a?d to the depos,_ts 
of. the, t;ading banks. It. was responsible for arrestmg the.,fl~•hJ?e '." 
deposits-whiel, had· been going on since 1929. The net mcrease m 
the cash reserves of the system came not from tho increased holding 
of' treas~ry,bills by the trading banks, but from their incre~scd issue 
by, the Government .to the Commonwealth Bank. T~c trading banks 
differed in the way .;p. which they regarded: treasur;r-b1lls, sp".'e regard
ing them in all respects as cash, other as almost the eqmvalent ·of 
cash, But t110 holding by the ,trading banks of larger amounts of 
treasury-biils did' not increase theJr ~a•~ r~ser~es. It ~erely rei:re
sented' a different and more profitable distribution of a given holdmg 
of ·c·ash or its equivalent. The real addition. to the cash reserves of 
the system through the mechanism of treasury-bills came from the 
fact tliat the Commonwealth, Bank took them tip,. and' the total cash 
reserves of'the system remained· unaltered whether the Commonwealth 
B'ank held all the treasury-bills or ollowed some part of them to be 
held •by tbe· trading banks, For, if the ·Commonwealth ~ank had 
helii ail the treasury-bills, the_ cash reserves of the tradm~ banks 
would have been expanded to just thrr same extent, but the mcrcase 
would have been· held in some other form, for example, _in deposits 
with· •tl1e Commonwealth Bank, or in notes. This would: have meant 
an increase· jn the cash reserves of the trndjng banks, hnd the amount 
of this 'increase would have been unaffected if' the trading banks had 
then been allowed to buy treasury-bills from the Commonwealth Bank, 
and pay for them by drawing on their deposits with the Common
wealth Bank. 

188. From January, 1931, when the exchange rate was altered· to 
130 the bunks kept the rate stable. The alteration from 130 to 
125' made by the Commonwealth Bank in December, 1931, was 
carried out without consultation with the trading banks. 

Quarter. 

1932---
1,1 
2nd ... 
3fd, .. 
4th .. 

JUNE, 1932, TO JUNE, 1934. 
TABLE .. 

TRADING· BANJ(8-AU8TBALI,\, 

Total' 
, Cnsh, 

Totllli TotAl Tr<'a~111y 
Dll~SIL'I. ,Advances. ~~~~J;: 

Fund,. 

£Am. £Am. Mm. 
281.2 224.9 108. 7 
276.I 227.1 104.1 

• 267.l 229.5 04.4 
231.6 1' 103,0 273,7 

1,rmdon 
li'umls, 

£Am, 

28.8 
24 0 
JO.I 
23.6 

£Am. 

26.0 
30 6 
34.6 
38.0, 

C:!.!!h \tlvtLncc-
Itel'orvc lleposlt. 
llaUo. Rntlo. 

£Am. PCi-'cont. Per rent. ,. 
32.8 3ij.6 80.0 
28.9 37.7 82 3 
21.4 35.3 81>.9 
22,0 37.6 84,6 



1033-
ltit. .. 
2nd .. 
3rd :. 
4th .. 

1934-
let. .. 
2nd .. 

BB 
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'J"RADil'(O llANKS-AUBTB.ALIA.--oontinuc«~ 
'· 

Total 
l>t!J)O!ltll 

":r~i-111 T(ltal .. i1i~~ • London Trt~ury with. CMII .Advance Common• • Bttcn·o na110f1Jt ,llcjQll,1, A1tvt111r.es: 
Lond<in 

: Funds, JJlll.s, \l'cnlth R:1.tlo, ltatlon, 
1''1mll,. Dank, .-----

£Am. £Am, £Am. £Am .. £Am. • '11f.a Ptlr con~. P~ cont .. 270.8 230.4 IOtl.4 27.2· 36.6 38.6 ~-2 273,8 232.3 00,3 25,4 33.0 23.2 36,3 84.8 267.8 235.3 80.3 20,l 20,2, 22.2 33,4 87.9 277'.9 237,5 06.8- 26.6 27.0 !!4.8 34,8 86.6 
200.5 233.5. 112.0 a4.0. 20.5 :30,0 38,6 so., 200.2 235.4 ll2.5 30.2 20.3 37.8 38.0 79.5 

189. F1·oin the bcgmmng of 1933, there were signs that the worst 
of t.lic Uep1·cssio11 wns over, and evidence of some recovery. Export 
price~ rose shu~•ply,-and· iu Jnnunry. 1034, wcro 60 per cent. above 
the level or June; rnaz, Although. they Jell. again, they ;,ere, in· 
June, 193,!, ~O ))er cent. higher than in, June, 1932. Unemployment 
bcg,1u to fall steadily from its maximum of 30 per, cent. to, 20.9 per 
uent. in the secoqd quarter of 1934. Deposits increased from £276m. 
to £296m.. Both fixed and current deposits· rose,. jlxcd· from £189m. 
to £195m., current from £87m. to '£!Olm. The increase in fixed 
deposits was niost marked in tile long-term deposits, and there was 
a tei1dency for the shorter dated to fall. Agajn there was a definite 
incremm in the large fixed deposits, and a reduction in the smaller
l'lasscs, while cm·1·cnt deposits showed an increase in all classes, 
although the proportion ot the smallest class to the total dropped 
slightly. IJeposits by State Savings Bani<$ with the trading banks 
rose from £15m, in 1932 to £20m. in 1934, while the total de))osits 
in State Savings Bunks increaseµ by £5,u. Advances showed· a fairly 
steady rise from £227m. in the second quarter of 1032 tQ £235m .. in 
flic second quaetcr of 1934. Holdings of long-term government 
securities rose from £10m. to £18m. in the same period. London funds 
roso .from £24m. to £30m. sJ1owing in each year· a smalt drop in tlie
thirfl quarter,. nncl a seasonal rise in the first quarter. There wns a 
sligl1t drop in treasury-bills from £3lni. to £29m. Deposits· with the 
C'o11nnonw9alth Bank fell at first from £29m, then rose sharply in 
the beginning of 1934, 1·cacl1ing £38m. in the second quarter. Tl,is 
movement was accompanied by a fall in the trading banks' holdings 
ot' AustraliaJJ notes from £19m. in• the second quarter ot 
1932 to £13~1. in the second quarter of 1934. There were 
liQlllC' S('nsonal 1novements ln tlrn cas]1 reserve ratio,. but little 
,ignifieant change, and tl1roughout the period the. banks were in a 
very liquid 'position. The advance-deposit ratio fell from 82 per cent. 
lo 79 pei· c~ht., which suggests that the banks hnd difficulty in· fim1ing 
suitable borrowers, for the money they now were willing to lend. 
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T)iie,is-!tor1le-out:by the fact thnt tho bnnks•hnd almost-doublc.d their 
i,oldings-of ,government securities, and· the ratio -oi advances plus 
gqyernlJl~nt securities to deposits remained, constant. , 
, l90. This, wae. a period of .falling interest rates. rho 11verugc 
;.ate ,clJnrgciJ,by the banks, on adv11nccs fell 1 per cent. from 5.8, p_ct 
~i,;it." tQ. -4:8· per cont.,. while the average interest pai<I on nil deposits 
also.,fcll l ))er ce11t. from 3 per cent. to, 2, per cent. The rate of 
discQm{t. 011 treasury-bills was reduced from 4 per cent. to 2¼ per 
~e;;t; There was some tendency on tho part of the trading, banks ,to 
QJ)p~s~ t)tis Jotter fall, on the ground t½at .by rcduc!ng the i'.rnomc 
which ,the banlts-rcccivcd• from treasury-bills, it made 1t more difficult 
ro;, them to. reduce advance. rates, hut the amount involved was .. not 
lai:ge, cµough: to-hnvc much effect. 

;f UNE, 1934, TO· DEC~>tDER; 1936. 
TABLE. 

TDADINO B'ANKB-AU8n.ALlA, ---- -- -
Total I· l>opoalta· C='-•h, 

Tn;uury with C:L,h Advatx:e-l'otnl Tolnl •Trca.sur\· l.ontlon common• Jlc,cn·e l>cpo.~t Qu:utcr. Depo.~lt~. Ad,·:i.ur.cs. Ulll,:i.n\l l-°Und-1. Dllb. ,•c:i.\th llntlo. Rntl<>. J.ani.1.nn 11:rnk. Ftmdl. 

£Am. £Am, £Am. £Am. £Am. £Am. Por cont. Per <'en£ 
193:1;-

200.5 233.5 112.0 1,t .. :i..o 20.5 30.5 38.6 80.4 
211d .. 200.2 235.4 112,5 30.2 29,3 37.8 :j3,o 70.5 
,3rd_ .. 280.3 240.0 100.l 23.1 25.G 35,0 34.6 83.3 
4tli .. 201.2 246.8 95.5 2.i.o 23.8 30.9 32.8 8.f.7 

1035-
IBt .. 292.1 248.0 01.2 25.4 24.2 26.1 31.2 84.0 
2nd. .. 200.6 252.2 84.8 22.4 24.0 23.0 29 . .2 86.8 
3,d .. 2$2.4 250.6: 74,9 18,0, 22.6 10.7 26,5 00.9 

70.0 21.8 24.4 18.7 27.7 uo.o I.th· ,. 288.0· 2?9,2 
1936-

256.0 88.7 ao.2 25.1 18'.6 30.4' SR.0 i,t .. 201.8 
2nd· ... 290.0 260.7 85.l 20.4 24.0 10,3 29.4, 89.9 
3nl .. 282.9 264'.0 76.2 2J.0 23.7 15.0 26.6 93.7 
4lh .. '280.8 205 .. 0 81.0 26.6 23.2 16.D 27.9, 01.8 

two 191. The progress of recovery contmucd 111 the next Y ear~. 
Export prices, which had fallen 15 per cent. from June, 1934, to the_ 
end of the year, bad ~eco:,:ered. the lost ground by June, 1935, and 
,. 01•0 steadily rising. Unemployment figures showed a.steady fa]~ from 
20.9 per· cent. in the second-quarter of 1934 to Ii.s per cent. m tile 
second qu~rter of 1935. Deposits fell slightly from £296m. to £291t~-• 
current- deposits rising from £!Olm. to £106m., nnd fi:ed dep?sits 
falling from £195m. to £185m. The long-term fixed deposits rcmamcd 

ch~gcd and the fall occurred in the• _shorter terms, tlie three 
un nths de~osits receding to their pre-depression level, and the sll, 
:d. twelve months deposits remaining at ~ hi~her lcv~I than be'.ore• 
the·depression. In current deposits the, mam rwe -was m tile medium 
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sized classes, nnd-'therc-was a •fall ·hi-·the• ·largest. Dcposits·•liy State 
Savfogs Banks with the trading banks· -rose by £1'.Sm., .from £20.4m. 
to £21.7m., aµd total deposits in the States Savings ·Banks increased 
by· £2.3m. Advances showed: a shilrp rise from £235m: in -the-second 
quarter of 1934 to '£252m, in the second quarter·of 1935, Holdings 
of iong-term government securities ros·e from £18m, 'to £23m: The 
cash reserve position deteriorated, to the extent.· of· £28m. 1Londo'n 
funds fell from £30m. to £22m., trcnsury-bi!Js. from-£29m·. 'to· £24m:, 
and deposits with ·the Commonwealth I:iank' from £38m, to £23m. 
This· was reflected in the cash Teserve ·ratio which fell 'froni 88 per 
cent. to 29 per cent., -and' in the advance-deposit ·ratio ivhich· rose 
from '79 per cent. to 87 per cent. In· the·'latter part of· 1934 several 
reductions. in deposit rates were made, tlie· lasr of·w1tlch, in· December: 
was made by the Commonwealth Bank alone: :Between 1934 and 
1935, the average interest ch~rged .on. advanc~s by trading· bunks fell 
from 4.81 per cent. to ·4.54, per cent.,. and the· average cost of all 
deposits from 1.98 per cent. to 1.69 per cent.. With expanding 
industry, advances had increased· rapidly; and· once again the banks 
were becoming less. liquid: 

192. Export prices rose 15 per cent. from June, 1935, to June; 
19.36, and at the end of 1936 hp.d risen to their highest point since 
January, 1929. Unemployment continued to fall, declining to 10:7 
per cent. in, fhe fourth qu~rter of 1936, whi~h ~~,;. the iowest figU:re 
sinse the· second quarter of 1929. Deposits remained fairly constant 
round aliout £290m.,. but with a rising trend in the latte~ part:-.0£ 
1936. Fixed deposits fell slightly, but showed an 11pward trend· 
at the end; oJ the year. -Current.' deposits rose .from £106m. in the 
secbnd qunrter of 1935, 'to £109m. in the ·second· quarter of 1936, 'nnd 
to £113m; in the month of December, 1936. 'There was a· movement 
away from the long-term fi."'ed deposits into other terms, the ':fall 
in twenty-four months deposits being much greater than the total 
fall. Fixed deposits showed little change in relative size, but current 
deposits showed an increase-in the smaller classes.. Deposits by the 
Stat~ -Savings ·Banks with the trading banks increased from t'21.7m .. 
in June, 1935, to £23;4m. in Juno; 1936;, and. tho total' deposits of 
State Savings• Banks increased by £2.4m. Advances. continued to 
rise, moving from £252m. in the second quarter of 1935 to £26lin. in 
the second qu)irter- of 1936. There was a· seasonal fall in· the last 
two months of the year rather sharper -than. that of the previous 
year. Holdings of' long-term government securities fell from £24m·. 
in -March, 1935, to £15m .. in -March; 1936; and thereafter to the ·en,l 
of tho year·they have-remained• practically stationary. London funds 
rose· from £22m. in the second qullrter· of ·1935 to, £29m. in the ·second 
quarter· of 1936, and· fell to £27m. in .the fourth quarter-. But the• 
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monthly ·figures show a fnirl;i-sharp rise to,vards the end of'the year, 
rurd D~eem~er, 1936, showed nn increase-of £6m. over October as·eom
jlared ,vith an increase of £3m. between the same months 'of 1935. 
'£r~n!nn'y;bills showed littl<, change; but deposits with the Common
:'i'ca-lth, Bank fell ·by about £6m. '£here was· no appreciable difl'erene,• 
b~_~een_ the cash reserve ratio in the •ccond quarters of 1935 and 
'1936, nor''betwcen the ca~h reserve ratio for the month of' December 
in thos~. years. The aclvnnce-doposit ratio rose from 87 per cent. to 
90· per :•~nt., between the scconcl' ·quarters of 1935 and· 1936. Tlic 
m?nthly fl~tires sho,v that while thn ratio for October and for Novem
ber, W36, was higher •than in the corresponding months of 1935 for 
1Dc~e,mbe~·it was ·much the snme. as in December, 1935. Durjng

1 

this· 
·period,. tl_10 average interest chnrged on advances rose slightly frum 
£54 j)lir eent. to 4.59 per cent., and' the-cost of all deposits Ml from 
1.69 per cent. to 1.56 per cent. . 

. , ·_TilADINO BANK INTEREST RATES, 1931 TO 1936. 
, .J.9~:. In 

0
accordancc with the agreement under tlie Premiers' Plan, 

fix~il d~post~ rates were, on 26th June, 1931, reduced I per cent. by 
~11·. tl1e lrodtnJ,' banks. The further reduction.; in tliese rates, ,vbich 
followeq iµ. the next few years, appear in the following table:-

TABLE. 
RATES J,'OR DEI'OSITS \\'ITJl CHEQU&·PAl."L.'iO DANKS. 

DO[IOAlt.'lfor-

. • Pct cent,-, Par cont. Por cen~ Per cent. 
. por 1mllum.lpor CLnnum. per nnn'UID.. i>or o.nnum 

f8t!i,Kugu,~·1021, to 27th JMuary, 1930 •I •I 4t D· 
28th,January, 1930, to.26th June, 1031 . 4f 4! 5 6! 
26th Junc,,1931, to 20th Novomber, 1031 !l~ 3f 4 41· 
27th No\-cmbcr, 1931, f.o,71b M3rob, 103!? :J !l! 3f .J 
8th,-11a.rch, lP.32, to l\fay...Juno 1932 (a) 2!· 3 3i -I 
May-Juno, 1032 (a), to 3Jt1L Oetobor, 

1932 (c) . . .. .. • 21: 3!-
let November, 1932, to i3tb }'obrurny, 

1933 .. .. .. .. 
7th Fcllruary, 1033, to l lth April, 1034 

~:~~"~~~~r;;4.~8i~t~:~:.31t34 
11th_ Ootober, J034, t-0 Ii3th Decomber, 

1034 .. .. .. .. 
1.7th, •Dccomh<lr, 1934, to 23nl Mnrch, 
,).930 (bj .. .. .. 

From 24U1 Aforoh (d) 

l! 

(11) This re1luct!on \\-:L~ not um..!e ~lmul~aucoUJllr b)' oil b1'nk5. 

31 

s; 
3 
21 
21, 

2i 
3 

16) Com~nweolth Jbuk·unlr. • 
(t) lbnkot ~cw South Waltt rod:.iccd tltcUtllB for six, twch'ett.od :?~ motlth!I tttmll br onoquarte, 

or·t per cent. from 23rd"i\i11:uu, 1032. • 
{,f)•llrmkof Xt•·-Sculh Wale,, 2nd M:mh 11nd D1nk of Adcl1hle, Srtl llarcll, 

• ' Sour<-: Ftoanclal BuUrttn No, 20, r- '7. 
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194. ,Somo of tho reduc\ions in 1932 were·not.m~do.simultanco\lelY 

by all the-banks, .and on -one occasion o traqi11g. bal!k rcdue.e<! .deposit 
rntcs somec.two months before the other' trading banl;s followed .. But 
up to December, 1934, a dowriwaz:d trend in· these .rates waa .main• 
tained by all 1/anks usually µ10ving at the some time, In Dec.ember, 
1934, when. the Commonwealtl) Bank. reduced its th~•• months and 
,ix months. deposit rates,. the, trading banks did not follow, '.Che 
fir•t upward· movement since 19?1 in deposit rates took place w)leu 
the Bnnk of New South Wales, on. lJnd March, 1936, and tho Bank 
of Adelaide, on the following day, llll)lOunced an all-~ound increase 
of½ per cent. On 24th March,, tl)e other trading banks made a.similar· 
increase, and the Commonwealth Bank. moved. its, three. months and 
six months. rotes-up• l per· cent., and its other rptes· }, per ccµt. ('linee 
that date, the rates of the, Commo.nwel\lth Bank and of all trading 
bnnks have been un~form. 

195. 'l'he process of reducing advance- rates in UCf;ordance with 
the Premiers' Pinn was not as rapid as that of reducing· deposit r~tcs, 
and some banks moved earlier than others, but by the 1st October, 
1931, a reduction of 1 per cent. in the average rate on advanccshad 
been made. Further reductions in advance rates were made from 
time to time. Before the change. in 1931, 77 per cent. of. advances 
carried rates ranging from 7 per cent. to 8 per cont., the predominant 
rato being 7½ per cent. In 1935, 83 per cent. of advances carried 
rates ranging from 5 per cent. to 5½ per cent., the pred.ominant rate 
being 5 per cent. All the ·banks during 1934 and 1935 quoted a 
maximum rate for advances to primary producers, .and two of the 
banks in the. same years publicly advertised a maximum rate of 
5 per cent. on nil advances. After Marcb, 1936, when the deposit rates 
of tho trading banks were raised, tbe advance rates wore also. raised, 
and in December, 1936, the predominant rate for advances· WI\S 5¼ 
per cent. to 5½ per cent. Some banks increased rates as early· as the 
end of Marcli, and others in succeeding months; but by the 1st July 
all the banks. had made some increases. • 

GENERAL, 

196. 'fhis review shows that tho depression first affected the 
banking system through the serious loss of London funds. in, 1929, 
which reduced tbe liquidity of tho banks. They became involved 
in an effort to restore liquidity. which lasted until· 1931. 
In spite of their endeavours the ratios at the end of 1929 
wont to u point which they regarded with apprehension. Aggregate 
advances could not be reduced easily, and indeed increased until 
the beginning of 1930. In their ow·n interest the banks had·to-support 
thoil' old customers, especially ~rimary producers, who were most 

t 
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affected by the foll in export pr,ces 'l'he bank, severely restricted 
new lending and cntlcnvourcd to rrduc:.-advances, but thel"CI is no 
cyidohcc that. during. tho depression theJ· forced repayment of their 
loans on ,ah-extensive· scklc. It was not' until 1931, when ·treasury-bill 
finance and governm<'nt expen,liturr l'Xpanded their dcpo~it.s and 
added to their cash, t.hat the li<['1idity of the trading bnnks was 
;.~s.tpred µhnost ns suddenly as it had gone.. In this way, the loss 
oC L@~OI\ funds nnd of gold fron, the banking sy,tom waa offset, and 
the banks, soon removed their ,·~strictions on. new lending. ~rhe 
i}~px:ovemcnt in. thl' b~nking po:,ition en.me about much earlier than 
-tlie gener.ai recovery in trade and' industry. F'rom 1932 to 1934, the 
)lnn!ts attempted to expand their ad·1ances, but found at fh·st little 
response· from borrowers despite the· added inducement of lower 
interest rates. Gradually, however, a~ rcaov('ry proceeded, the banks 
Werc,nble •to find; n1orc borrowers. Additions. to cnsh reserves and to 
deposits through treasury-bill finance practically ceased after 1932. 
and chan~cs inc the liquidity of the banks again became dependent 
cliic6y on movements in London funds. By the· end of 1935, the 
liquidity• of ·the •banks· had been reduced, and in 1936 there were signs 
0 ~ a· slowing down of advances. It was not until export· prices rose 
shai:ply, and London funds. increased from the end of 1936, that tho 
banlii:ng position again ,became more liquid. 



CnAPTmi 1n: 
THE. CAPITAL, ·RESBRVES· A:N:D PitoFITS! OF THE 

AUSTRALIAN TR,'DING BANKS,189;1 .';t'O 193~: 
: •3.'I!E: CRISIS OP ·1893;, 

107 Durill'lg: ·thr period 1886 to 1a9·0, boom conditions prevailed 
in the- rnstnrn Staf(is of A\tstrnliti, imcl in purticulhr· in Victoria. 
'l'hr,r wrrr brouglrl' about •principally by the l~vish oxpcnditurc of 
money borrowed· from British• lendcr,t;, either by tho, govornmcrits in 
tho· form·,of· loans, or· by privatc·-institutions sllch ns Umd and finanCf 
corupariics, ~ililding so'cicties, ·and some of tho trading··banka in the 
form of cloposits. • It-is estimated that in 1891 BritislHlcposits, in 
1\ustrulinn trading· -hn1iks. }Incl lit1i1c1itJC: •societies-anlonnt~d to--about 
£45m. 

198. By 1888, cx)loricncod 'bankers' in- Australia ·were •illready 
predicting· a• collavse; but·thc inflow of ires!, British deposits enabled 
this. to be uvoiclcd <for two years. longer. B11t by the end .. of 1890, 
these ·deposits had· ceased, and ,the .apprehension dn. the mind of the 
nritisl• depositor created· by ·unfnvoralile-· seasonal conditions in 
Australia, foiling export· priers; and -t!nancial· difficnltics in London 
hrouglit about by the failure of Bnrings Bonk, tled, to- n ,reversal of 
'ho· stream. The British. depositors•bcgan .. to,witl1draw their deposits. 
'Phi! strnin wn:-1 f1•lt first by ,the buil<l.ing socicti~. The first suspension 
-that of thC' Premier Building Association. Molbournc-occu'rred iu 
December, l8DO. During the next two years, there occurred tlte 
l'uilure, of no 1,.s., than 40 building and flnnncinl associations in the 
ritics of :Vfolllournr and Sydney, with liqbilitics of about £25m. 
\-. "iUspcm-.;ion followed suspension the tle1,osilors of those institutions 

which stiU appeared to be solvent became· more anxious to obtain 
1•r,paymf'nl imm<'iiiut<>l~· their deposits mature(] and this, of course, 
im•r('asr<l tl11• clNnnnd npon the sm·vh'ing institution8 until· il could 
no longer be 111ct. 

199. In thc- hl·ginning of Jnnuul'y, 1893, some of the trading 
hnuk.~ bet,;uu to :,.how :,ib"Wi 0£ n cn)mCS,:).. 'l'he Fcclcrnl· llank or 
.\n.,.tralia Lt<l. wns the- first to suspcml payment, closing, its doors 
1111 thr !!8th ,lnnnar,r, 1893. A meeting of shuruholcl'crs wns held' 
nu the 17th F'rl,runry following, nnd tl10· nccounts showed thnt. thP 
,•omp1my ow,•11 a11JH'oxinmtel;r £2;100,000 to t.lcpo~itora nncl' other 
1•r1>1litOl'!oo. 'l'hC' rlrnirnum st11tccl that thf.! suspension wns due to the 
l11rgC1 and' inertn.r.ing 1ll'mand for the repayment of dcpositi,. Between 
:\1urch, 1892, nncl ,January, 1803, with(lrnwn1s hucl mnountcd to 
£ill,OOO. Au nrnount of £750,000 wns dne' in the current ,•cnr aucl 
£550,000· in thr· year following. Steps hncl been taken to get the 
:issocinted bunks to supcrvh,e the> winding up with d0ors open. A 
long inspcC'tion uncl inn•stignt.ion Juul he"n macfo by cxpcl't lmnkcrs 

• 
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but they considered• it inexpedient,. and boyond their fW\ctions, to 
U'1dertl\ke tl)c. liqwdation of ony bank, He added,. how~y~r, that the 
<jepos[tors and. creditors would be paid in full. 'u 

• 200. 'rhc failure of tho Federal Bank of Australia. Ltd. reduced 
the· number of trading banlf.s to 21. Two of tl)cae were i~corpor~teci 
:by charter, and the remaindc1• either by special act, or under the 
·general° compa:ny law of tho country or State in which their head 
offices, were situated, viz.:-

England (including two chartered) 4 
-New South-Wales 4 
Yicforia 6· 
Queensland 3-

··South Australia 1 
West.Australia L 
Tlismanjn 2 

21 

The ·f~tlil CllPital, reserves, and undistributed· profits of these banks 
• as sho,vn uy their accounts at the date nearest to the crisis wns, 
approximately E22.4m. Their liabilities amounted to approximately 
£156m., which included about £139m. of deposits. The sltareholders' 
funds and linbilities of each bank are, sho,vn in 'rable 39.•· As it 
will 'be necessary to compare, the aggregate results of the banks which 
did not suspend, \\ith the aGg1eg,1t°c results of those that did·, the banks 
lrnvc, bccn arranged in two groups. Group" A" comprises the banks 
wnich,,did not suspend, together with tho Commorciol Banking Com
pany of Sydney Ltcl., ·fo1· although the latter susl!cnded l"'yment, 
it is• clear that it was never seriously embarrassed. Group "B" 
comprises the remaining banks, al! of which suspended. • • 

201. In the first quarter of 1893, some of the other trading banks· 
,vere• feeling the strain. Lorge amounts; both. of British• ·and local 
deposits, were withdrawn. The first to a~it weakness was. the 
Commercial Bank of Australia· Ltcl., which sought •help both 
from t11e other· associated banks, and·. from the Government of· tho 
State of Victoria. The Government did nothing. The other banks 
·offered some help, but not enough to. snve the p~si~nn,.'an~ on the 
5th April, 1893, the Bank suspcnclccl payment. W1~lmrthe six wo~ks, 
following eleven other trading banks closed !heir doors, pendrng 
reconstruction or arrang<i:mcnt with their' ci·cditor~. 

"Tho heirrht of.'tbe storm occurred in the middle· of the montli-of 1'fay. 11ml 
Ill\ one bank

0 

after nnoihcr closed· its doors tho nla.rm of ~he dt'rositors• grew 
to & pnnic and it seemed at ono· time· tha.t it was utterly 1mposs1ble tha.t.,nny 
ba.p~ should be, ahle to ~ta.nd the ·pressure upon its etrongth.1' 

• Pnsc Sli'G, 
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202: By the 21st August fol10,v1ng all lind 1·eoponed"for 'businc":~
'fhc timc-inblc which follo,vs ~hol'itrthe date of'iiuspcnsion and, cxcc\lt 
in the case of the Pedcral Bank of Austrnlfo ·Ltd., tl1c date of 
rr.snmptiOn of bt1siness :-

1l1111k1. 

}'cdcrnl Bnnk of Austrnlin Ltd. . , 

Conunorcinl Bnnk of :,.\.ustrolin. Ltd. . . 
English, Scotti.sh & .AustrnJJn.n CJmrtMCll Jlnnk 
Austral.inn Joint Stock Jln.nk Ltd.. . . 
London Charle.red lhmk of Austro.lia. 
National EMk of AustrnJMia, Ltd. 
Colonial lla.nk of Austrnlo.ein. Ltd, 
Ba.ilk of Victoria. Ltd, . . . . 
Quconslo.nd Nntional'Bonk Ltd. . . 
BankofNorth Quccnslond Ltd. . . . . 

a:t; ~1M~;~~~~B!t\.?3: of. s~~lney J,t~~ 
Royal Bnnk of Quccnslnnd I.td.. . . . . 

lJll~Q(, 
Siui-pCnA\lin, 

180:J. 

Da.toof 
llcoJ"H,mlm:, 

1l!U!t 

28th ,TnnMry (In ,LiqtticlR, 
• tion) 

. . 5th April . , 6tll'l\ln.y 

. . 13th April . . 2lat Augu11t 
16th April . . 10th JW\o, 

. . · 22nd April·..... 10th AUftu1i1t 

. . let Mny . , • 26th JW\c 
. . 0th ?tiny . . IOU1 ,Juty 
. . 10th i\10.y . . 10th July 

.. mi: ~r : : foj;1~tt 
l6th )fay 18th Jwto 

. . 17th.l\[a.y .. 10th Juno 

. , 17th May . , • 7th Augm1t 

203. 'l'he methods adopted • for re-organization, were generally 
similar, though the procedure differed in detail, being governed to 
some Cl<tcnt by the Jaw of tho country 01· State of incorporation.. In 
every case, the scbcmo of rcconstructlpn or re-u:rrnngcment was 
submitted to and· approved by tl1c Court in the country or State of 
incorporation and, where English or Scottish· depositors were 
1mmcrous, ulSo Uy the Court in those countries. Each of the bnnks 
incorpotn.tcd in England, Vfotoria1 untl New South ,vales, fo1:mccl a 
new Hmitcd· Iinbility company to take over its business. 1'hc three 
banl{S incot·poratcd in Queensland carried on without formal 1·ceon
strnction, in accordance with a scheme approved by the Supreme 
Court of that Stnte nncl by the Court in England. In the case-of eaeh 
of tllc English banks, the capita1 of the new company was less and 
the unea11cd liability on shares greater -than that of the old company. 
In all other cases the capital and uncalled liability were the same as 
that of the institution_ wl1ieh it replaced. 

204. In the course of rccon~truction 01• 1·e-o.l'rangement, Rliarc

holdcrs1
' funds were drastically written down. In some cnses it was 

considel'cd that the losses could be met by writing down or wdting 
off rescn•c·s and undistributed profits without reducing capital. In 
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othcrs1 c11pitnl nlso wus rcducccl. At the same time·Ucpositors wore 
aslrod to consent to an estcnsi'o11 of time for the repayment of their 
dC'posits. 'rho arrnngemcnts ndoptcd for t.hc postpon<'mcnt am] r<'pn;-~-
111,•nt of dopo.sit• will be consiilcl'cd· later. 

205. To reinstate the cnpitul wl'ittcn off, mid to p1·ovi<lc funds for 
the nclclitio1rnl Re<ml'ity of deposito'ts and· for cnl'ryiug on business, 
calls were mode. About £6m.. wus called up at the time of 
1·cconstruction and· mnclc payable by instnlments, nbout onc-qunrter 
being due in each of the yenrs 1893 nnd· 1894, nnd the balance by 
instalments over the next three or four ycnrs. Later,. adclitional calls 
amounting: to about £500,000 wcrc made. 

206. At the time of rccollstnrntion, the banks which suspenclNl 
(,other than the Commcrcinl Banking Com1lanr of Sydmey Ltd.) 
wrofo oft capitnl, rcsel'\·cs, and undistL"ibutcd profits amounting to 
£4,431,000, or approximately 40 per ee11L of the tot11l sharehnJd,.rs' 
.funds as shown by their accounts at 01· about the time of Ute t•risis. 
tl'he reports of these banks indicate thnt this provision was then 
cousiclcre<l ntlcqunte to moot aU known nud expected losses. But the 
experience of tile years immediate.Jy following the crisis showed that 
the ,1mount required· to provide for· losses lrnd been seriously mHlcr
ostimatod. Between 1894 and 1909, further provisions amounting to 
£7,409,000 were ma<lc to meet losses directly attribntablc to the crisis. 
Details of the total amounts written off in 1893 mu! subsequently are 
shown in 'l'nUfo 40. • In 11!ldition, the rcsl'rvcs nnd undistributl'd profits 
of the Austmlian_ Joint Stock Bank Ltd., aeenmulntcd nftcr 1893, 
were applied to write off old losses. 

207. 'l'hc Commercial .Banking Company of Sydney Ltd., whieh 
also suspended: macle no provision to meet losses, for a revaluation of 
assets made immediately aftm: suspension disclosed u !-!Ul'plus nf 
£225,000, out ot which £160,000 was adclecl lo reserves, part of tho 
balance being msed to dcfra.v tlic expense~ of reconstruction, ancl p.irt 
added to inner resc-rves. 

208. 'rho City of Melbourne Bank Ltd. was unnblo to carry 
on nnd went.into liquidation in 1895. The trading results of lhi"> bank 
l1nvc·not.bcen taken into consiclc1·ation. 

• P11gc 31:ili. 

~'.2581,-4 
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200. 'rhe following stiitements summarize tho • capital re-adjust, 
ment of the trnding banks included in each group in Table· 39" ,~ 

GROUP "A." 
!':JNJ-; DANKS WJJIOH DID NOT $U~l'END AND TJU'J CO:&.IMERCJAL BANKING 

Co. OE' SYDNEY Ul'D. 

Undlatri, 
neern·ca. lmtcd 

Proftt1,, 
Total: 

£'000. £'000, £'000, £'000 .. 
SbareholdQra' funds, 1803 
Added·to reserves, 1803-

.. 0,303 4,306 97 10,706 

Cbmmorcinl Do.nking Co. of Sydney 
ttd. . . . .. . .. 160 160 

6,303 
UN nmoun.te written off bet.woon 1804 

4,460 97 J0,860 

nod 1003--
C.pital 160 .. 
Roaerves 200. 44-0 

JJnlanco tJ'ter ndjusbncnt· .. 6,163 4,176 97 10,426' 

GROUP ''B," 
Hl,E\'1-:N ll.ums wmou SUSPENDEI> PAYM&N1.' IN 1803 (NO'r lNCI,UlJING 

THE CO?.DlEltOIAL BANKING Co. OJI' SJ'DNE't !Jm.). 

Unlllsttl• 
Cnpltal. l\cscr\·ta. butcrl 

l'toftl4. 
-.Total, 

£'000. £'600, .£'600. .£'600. 
Sha.robolders1 funds, 1803 (Ta.b1o 39) 7,73G 3,087 230 11,001. 
Lm nmounte written off in 1893 , . 1;144 3,081 206 4,431 

lJul&nco nftor reconstruction o, 
a11"0ngomont 6,501· 000. 33" 7,230 

Calla on Sh.Brea 6,443 6,443 

WIJ· additional amounta written olT 
13,034 000 33· 18,073 

4ftcr 1803 (alJ of which rolato, to 
lO!ISca o.riaing out or the criais)-

C.pital .. .. G,824 .. 
Rcaervell GSG 7,400· 

6,210 21 33 6,264 
Lua nominal value of shares forfeited 1,445 l,445 

llnla.nco after completion of ren.djust. 
numts 4,765 21' 33 4,819 

210. The amounts written off by the suspended banks either at 
the time of reconstruction or subsequently do n~t ~•present the whole 

• Pni;<! mm:. 
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of their losses. Some were ncvel' written off. For h\stnnce, n rcvuhrn4 

tion of the assets of the Queensland National Bunk Ltd., mncle in 
1897, disclosed a capital deficiency of about £480,000. A valuation of 
the assets of the Special Assets Trust of \he Commercial Bank of 
Australia Ltd., made ns at 31st December, 1901, showed a capital 
deficiency estimated at £1,535,000. In both instances these clefieirneies 
were made good out of subscqucht profits or other 1·ccoipts. 

211. The p1·evious statements make no provision for the losses sus
tained by the banks which-went foto liquidutiou, namely, the Federal 
Bank of Australia Ltd. and the City of Melbourne Bank Ltd. The 
assets of both or these bunks were taken ovc,· in 1897 by a compnn)' 
formed to complete the liquidation of seYcral insolvent financial 
institutions. 'rhe valuation then mude $bowed iu the cnsc o( the 
Federal Bank of Australia Ltd. a deficiency of about £1,360,000, 
and in the case of the City of Melbourne Bank Ltd., a deficiency of 
about £2,630,000. The shareholders of both lost all they had invested. 

212. •rite effects of the crisis upon the banks which did not suspend 
. are not visib}c in their nccouuts. 'fbere fa no doubt thnt t lw.,\' 

also experienced losses, and it is clenr that !or seve1·al year!'.I 
immediately following the crisis, current profits were applied to make 
these good. But in no case '"·ere the losses serious. No adjustments 
were made in 1893, but within the next few years one of the smaller 
banks reduced its capital by £150,000, and several others wrote off 
reserves aggregating £290,000. 'l'hesc amounts, however, represented 
less than 5 pm· cent. of tht.> total xharehoJdcrs' fund~ of thcs<.1 banks UN 

ut t.he '31st March, 1893. 

213. It i.s impossibl,, to detel'minc with uecuraey the total losses 
of the various financial-institutions and th<' banks affected by tht.• 
erfais, But in U1e statement which follows un attempt is rnad'c to 
estimate the direct losses of· ihe sharcholdel'S und depositors of the> 
trading banks alone. Obviously, no estimate of tht' inclirt•ct losse$ 
can be made us, for instnnec, thosu sustained by depositors of the 
suspended banks who disposed of their clcpo!-.it receipt~ for lc>ss thnn 
face value. 

l 1lf0\'1SlON .,u1)J.: JJUJUSO H!ll2 nr Ct.:lt'r,\J;'i ll.\:.l~ij \\'IIIOll 

SUll!;F.QU£NTl,Y Su1:11•1tNlllm 

0,l1'1:t.u,, HESJ-:11\'E.Si ,\Nll l.'NJ)Jl;'l'IIJUl)''J'!.;\) l11l<lt'J'.J'~ \\'111•1n;x 

01~!!·-

..1.U time of n!C.'()ll'itr11ctior1 

llclwccn 180-1 nud lDOD 
.. -1,.J:Jl 

7,•10!1 

£'000 

tltlO 

IJ·,840 
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ESTlliA'.rn,OE' AltOUNT PA.ID IN CALLS L'"i' SJIARES SUDSEQUENhY 

FOnFEITED 625 
CAPITAL DtFICI'E~CIES NOl' Wn.ITI'EN' OFF DOT StmSEQUENTLY 

J.fADE GOOD OUT OF PnoFITS, PnEMW.MS (IN SzrAkES1 ANl> FllOM 

0'.l'lIF..n Sounots-
Qucc.nslnnd Natiounl Bank Ltd. 430 

Commcrcinl Bank of ~\nstru..lia Ltd. (Spccinl .Assets 
'l'rust)_ .. . . l,535 

AUS'rRAI.JAN JOl:\T S'l'OCK BA:·m: LTo.-

m.,i:;m·n-s nnd i1rofits'ncem1mlntcd niter 1S03 used to write 
off loss!.':; • 132 

l'rolH. on deposit receipts relleeruell . . . . . . 242 
.1\monnt written off deposit receipts and inscribed 6tock nt 

the tim!' of tra11sfci· to Orn Austrnlhtn Bank of Commerce 
Ltd. 400 

ES'l'H,f.\'rKD LOSSl~S DF/i: TO 1·111: FA?l,Ul/E OP"l'JIE' FIWF.n.U, n ... NK 

01:' AUSTRALIA LTD, (IN L'IQUIDATION)~ 

{'n1Jital nnd ruscn Cs . , 625 
Drpositors . . . . 11360 

Es1'Ilr.\'lEll Loss 01~ ~ l'Irn DEPOSITOR$ 01~ TUE Crr't OF 

:.\h:r.nom~:-.1-: n.uo.: Lrn. (rn L1Qtlll)..\'r10:,;) 

rl'Ol',\I, ESTDtATED 1oSSES -OF THE SUSl'E."'DED BANKS , , 

.-1.,ld rapitti1 and rl'sm·vcs y.•rittcn off by banks whiclt 
did not aus11end 

1,005 

843 

1,885 

21630 

20,448 

440 

20,888 

214. We haYe seen that twelve tt-adiug banks with aggreg,ite share
Jwlders' funds of about £12m. suspended payment' and eventually Jost 
almost that 3monnt. But ten oth('r banks with aggregate .shareholcll•rs' 
funcls of about £11m. survived,-witb, little visible loss. The cause is, 
therefore, not to be found in any fundamental defect fo the banking 
system. It must be sought elsewhere'. One of the most Important 
factors was undoubtedly the incompetent' direction and management 
of tl1e smalle1: financial institutions whose weakness broug}it about 
the crisis. But, tlie directors and managers of some of tll~ tradi!ng 
bunks were not free from responsibility. These, banks competed for 
both depo8its and advances and, in addition, provided finance for some 
of the small('r institutions. V{hcn the latter· £ailed tl1cv were 
inevitably involved. As the crisis developed', other , hanks· \'dlic11 
may 11ave been more• wisely managed were unable to stmid the, strain 
aml were foi•ced to, suspend. 

215. It is possible that a strong central bank· (had such then 
ei,:isted) might have been able to limit the unhealthy e,cpansion 
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that eventually brought. about the crisis. It is possible also that 
wl1en_ the· cl'i~is was imminent p1•ompt and decisive action by a eentrnl 
t,ank might liave limited its effects. to those institutions that were 
actually insolvent, and have gained time for others that were sound 
to rearrange their affairs in an orderly manner without suspension. 
Duf, the een!ral bank eannot protect an institution against the 
e01muqucnC!es of incompetent inanagcment, nor can, it restore lost 
c~pitnl,. 

'l'Jm DEPOSJTS 01" TIIE, SUSPENDED B:i\NKS, 

216. 'l'h~ nggrcgate deposits, of the banks which· suspended pay-
1iumt, (other than the Federal. Bmtl, of AusiraJia, Ltd.) at the 
dates of suspension amounted to approximately £68.5m. The 
depositors of these banks were requested, and, by the £o1·cc of 
circun-istanecs, eompe11ed, Jo agree to an extension of time for the 
1·epuymcnt of the amounts owing to them. There was much similarity 
between tho proposals made by the banks, though natm·ally they 
yaricd in detail. In neal'ly every case small deposits not exceeding, say, 
£50, or ju tho case of some banks, £100, were immediately released. 
In some instances, depositors were given an optfon to convert part 
of t.hcil." deposits into preference shares, and, jn others, were compelled 
to do so. Depo:sit receipts were issued for the balance. '!'hose were 
Jmyablc by annual or half-yearly instalments, the first in most in
stances about five years n,ftet· the date of rgconstruction or re-arrange
ment. lu this way the depositor received a negotiable security wldch 
he coulcl sell either on the stock exchange or privately, The market 
yalue of these deposit l'eccipts varied from day to day, being 
jnfluenccd by the opinion of the buyer as to the ability of the, bank 
,eoneCl:ned to meet its engagements, the ruling rate of interest, ancl 
the dates of repayment. 

217. 'l'he conditions under which preference shares were issued 
were also similnr,. though there were some differences in dC'tail. 'l'Jw 
f:oll'owing· eomUtiom; were common:-

( a) Thnt the dividend on ordinary shares was not to exceed 
u speciJled rate (usually 5 per cent. per annum) £or a 
definite pel'io,l of years after jncorporation 01· until nil 
deposits liad' matured 01· ,been repaid'; 

( b J 'l'hat when it became possibl~ for the bank to pny a ra.k 
of dividend on ordinllry shares in excess of tlw minimum. 
specified, the rate of dividend on prei:et·cnce shares 
,hould also be incrensed. It was usually provided 
that ht that event tl1e same rate slwul<l be paid on 
both classes 0£ sl1ares; • 
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( c) That preference as to dividend should cease when pre

ference shareholders had received a specified number of 
dividends (usuallf 10 half-yearly or 5 yearly) at a 
certain rate in excess. of the minimum provided for in 
the agreement. 

218. In the case ~f the Commercial Bank of Australia Ltd., 
these provisions were subsequently modified1 and the dividend on 
preference shares was limited to a maximum rate of 4 per cent. per 
annum. In the ease of all the other banks which issue\! preference 
shares, the operations of these provisions eventually removed the dis
tinction between the dividends on. preference and ordinary sharel!. 

219. Within two or three years, many of the banks found that 
they we1·c unable to carry out the arrangements they had made for 
the repayment of tlwir deposits. Between 1895 and 1897, a number 
of them sought and obtained the consent of their shareholders to a 
modification of the original arrangements. Tliese generally providecl 
for an extension of time for repayment and a reduction in the rate of 
interest. 

220. ·1n the case of three banks, however, the depositors were com
pelled to agree to • the conversion of a pa1·t of their deposits into 

• interminable securities variously deseribed as debenture stocks, 
perpetual or irredeemable deposits or inscribed stocks. About half 
the deposits of the English, Scottish and Australian Bank Ltd. 
were so converted. 'l'he deposits of the Queensland National Bank 
Ltd. wc1·c written down by five shillings in the £, and the whole of the 
balance was converted into interminable deposits, provision being 
made for the repayment out of future profits of' the amount written 
off. Payment of this was completed by 1918. The depositors ·of th~ 
Australian Joi'llt Stock Bank Ltd. ,vcrc also required to accept a 
~ubatantial part of their deposits in the form of inscribed stock. 

221. However described, all these interminable securities.had tlvo 
feature!:S in common. The first was that they were repayable only at 
the option of the bank; the second that the low rate of interest fixed' 
was not subJcet to revision, In ef?ect, this converted them into fixed' 
cupital, entitled only to a low rate of interest. The conditions 
described are open to ml verse criticism on the grou~d of rjgidit~·; 
'l'hc rate fixed may hav(• bel!n fair at the time and in the circum
stances, but it became definitel~• inequitable in' later years when 
higher rates of intel'cst prevailed aml the banks concerned earned 
large profits. 

222. Between 1893 alld 1901, substantial progress was made in 
the repayment of the unconverted deposit.c;. The Commercia1 Bank
ing Company of Sydney Ltd. released itc; current accounts 
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immediately it .reopened, and completed the repayment of its fixed 
deposits within two years. By the end of 1901, the Bauk of North 
Queensland Ltd., the National Bank of Australasia Ltd., the Bank 
of Victorin Ltd., the Colonial llank of. Australasia Ltd., and the Royal 
Bank of Queenslnnd Ltd., had each completed the redemption of 
its deposit receipts. All the other banks had made substantial 
progress in this direction, By 1904, the English, Scottish and Aus
tralia'n Bank Ltd. had redeemed the whole of its "terminable" 
deposit receipts, and the Commercial Bank of Australia Ltd. its 
"A" deposit receipts. 'fhc liability for the deposit receipts of tl,c 
Australiun Joint Stock Bank Ltd. was assumed by the Australian Bank 
of Commerce Ltd. on its formation in 1909, and dealt with in 
the same manner ns the inscribed stocks of the former which is 
described Inter. 

223. By 1914, the "special assets trust" deposit receipts of 
the Commercial Bunk, of Australia Ltd., and the balance of the deposit 
receipts or the London Bank of Australia Ltd., had been redeemed. 
'!'here remained only that part of the deposits of the Queensland 
National Bnuk Ltd. which had been written oft' in 1897, and the 
rcdemptionAlf ~hesc wus completed during 1918. 

224. 'l'nb1c 41,C' which Hhows the deposits of each of the suspended 
hanks, and· the • munnci· in which these were disposed of, may be 
summarized as nnder :-

Dl~PORITS OF THE 8USPRNDlm BA'NK.8. 

'l'O'l'AI, l>J-:1'0811'8 .-\.'l' 'l'nn: 01,• Smn•ENRIOl'i .. 

Dctlm:t dcpo~it~. ()f ill{' City of ?ttcluonrne B11nk r,td. (in 
li1I11itlntio11) 

J)cdtwl A:-.to(TN'l'S CON\'t;Jt.TF.ll rnTo-
Prcfl'rence. Aha.rel'! .. 
lntcrminnhle d@JlOttitf! 

llAr.ANCt; Ht:l'AYAIII.E rn C,\f:m .. 

31310 
:'i,850 

l'.\m llE'l'\VKEN-

1803-1001 .. 
1002-l!H4 ... 
HH5-1018 .. 

. . 42,212 
!J,190 

789 

B.\l.,\Nt.$ rcprc;,cnting de1io:-;it receipts of the Ausil'l\liim ,Joint 
Stock Dank Ltd, tnkcu o\·er hy the .:\u!-(tmli:rn Bunk of 

£'000 
H8,67U 

3,750 

64,8211 

9,17il 

56,051 

52,700 

Comnwrce Ltll. 2,051 

* I>nsc au1. 
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225. 'rhe following table shows tho nam<!ll· of tho bnnks. which. 
1-.rinirccl their depositors-to accept· interminable deposit rceei1>ts, the 
amount so issued, and the amount redeemed up to 1036. 

IN'£ERMIN.ADLll DEPOSIT RECEIPTS ISSUED .AND l\JlDllllMED, 

Iuued. nedocmt.~!. 'Outxtandlnt:, 
1931S. 

£'000. £'000. £'000: 
Eugli11b, Scottish &. .Au~tro.lian Bank Ltd.-

999 16 984 4% Dcbc.nturo stock . . , . 
3% Pcl'J)ctuol preferred' inscribed 

044 66 880 dc~sft stock . . . . . . 
Qneene:laud Nntfona.1 13nnk Ltd.~ 

:ll% lntcrminnblo inscribed deposit 
stock . . . . . . . . 3,117 300 !,7Gl 

5,060 
Australian Joinl. Stock Danie Lut-

436 4,G24 

31% Inscribed al4X'k 79D 7DD 

6,859 1,235 4,624.• 

'£he linbilit)' for the inscribed stock and deposit reetipls of the· Aus
tralian Joint Stock Bank Ltd. was taken over by the Australian Bank 
or Commerce Ltd. on its formation in 1909 at the rate of 17s. 6d. 
in tlic £1. l>art wns converted into ol'dina1,_,-sl101·cs, 1mrt into new 
deposit receipts and the balance into new inscribed stock of the 
.Australian Bnnk of Commerce Ltd.. The deJiosit receipts were J>nicl 
off by 31st Dcccmbel', 1911. From time to time thereafter, inseribctl 
stock wns ri,clceme,l and in 1925 neal'l)' the whole of the balance out
standing was c:onvcttecl into ordina1·y shares at the 1·ntc of £2 jn 
shares for £3 in deposits. 'rhe .redemption of the small amount then 
Jniaining was completed by 30th June, 1926 .. 

TUE C,\PIT,\L OP TBE 'fRADlNO BANK$. 

226. 'I1J1c aggregate puid up capital of the Australian ti·adiug 
banks nt the beginning of 1893 was £14,038,000, consisting wholly of 
ordinary capital. With the exception of app1·oximntcly £260,000, 
wbiclc represents the value of bonus· shares issued out of profits by 
the Bank of New South Wales between 18!!8 ,m<l 185<1, tlrn whole 
amount had been subscribed in cash. The cletnils of tl1is amount arc 
sho1V1J in Table 39.0 

227. 'fhc capital readj,u.stmcuts consequent upon the crisis of 
189a nrc shown in a previous paragraph. On the eoinpletion of these 
adjustments, which extended over a numbe1· of yen.rs, during which 

• Pna:;:e 3oti. 
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epll!i amounting to approximately £5ro. woro received, there rcmain!!il 
n totnl amount of £10,918,000, the .details of which nre shown i'n 
T11b!c 42.• 

228. R<'twcen 1893 and 1930, a large amount of new capital was 
issued, Dnriug the same period, however, some eapitnl was oxtin
g-uishe<l as a result of amalgamations. Tbe details of these i"':ues 

•:ind t!xtiuctions are shown in Table 42, • wl1ich ma;r be summnr1ze<.l 
us un<lc1·:-

~.:,v ltiSl.i&S 1S03 TO HJ:lll

Dcpo11i.le COllt:Cl'tcd. into-
. Preference cnpitl\l 
Ordinury c11t1itt1l 

Yoi-·oo!!h 
ll'rom res.in·ca . 
From pnm,iumi. 
'l't, ~b:n'f'hohlers of nc1111ired banks 

D1:d1-1cl-
C:tpilnl cxti11g11ishcd by Lm1t1-lgnnmtio11:; 

NF:'r TNC11t:ASF. 1io1t l'EltIOll , , 

3,310 
1,04,1 

. . 23,60!i 
276 

1,175 ' 

Adil CAl'I'l'At, 1603 (a{tcr eompictlon of l"i!1u.ljuslmcnt.:>1) • • 

Cl\l'l'l'.\f, 10:36 

£'-000 

34,641 

8,42:! 

20,218 
10,018 

:n,rnu 

229. Preference capital represents a relatively small proportion 
ot the now issues. ·Deposits converted into shares, in. circumstances 
previously described ainouut to £3,316,000. The .balance of about 
£70,000 was ijjlbscl'ibed in cash between 1903 an,1 1914, by the 
shareholders.of the Royal Bank of Quceusl~ud Ltd. 

230 ... 'i'hc ·tcrms upon which preference shares WCl'C is.sued have 
been described. . As tl1e profits of the banks which ha~ issue,~· 
preference shares increased, the rjgJ1t of thc:;c shares to pr1or1ty or 
,lividend became of little praetjcnl importance, and after 1910 the 
same rule of dividcncl was paid by all these banks on both preference 
ond ordinary capital cxeept in the cnse of the ~~mmercial B?"'.' of 
J.ustralia Ltd.,' where the rntc of preferenee dividend was limited. 
The only prefcrenec shares now existing aro those of the bank ~amed, 
all otliers Jiaving been cxtinguisl,cd ns the result of amalgamations. 

231. Ordinary capital represented approximately 90 per cent. of 
the total amount of new issues. About two#thirds of this, amount 
wert~ subscribed· in cash. 'fhc balance consists of shares amounting 
to· £1,460,000, whjch were issued by three banks, between 192_0 am1 
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1925, out of the proceeds of premiums previously received. in cash, 
and, of shares issued to the sl,archolders of acquired banks, or to the 
holders of in.scribed stock converted into shares. 

232. The additional capital was required to strengthen the cash 
resources of the banks and, enable them to increase their advances 
to meet the demand resulting from a general expansion of business. 
At the same time it helped to maintain a reasonably consistent relation 
between shareholders' fonds and the increased volume of deposits. 

233. The following table shows how the tota/ liabilities compare 
with the total liabilities to tlJC_PUblic at the time stated:-

'fotaJ To<-.J &.t.ioof 
\'c."lf. Llabllltlbi Shnreholdel'I!' Bbarelioldeti' 

tothel"ubllc. Flmd!, Funds to Total 
Llo.bllltlcs. 

£'000. £'000. Per cent. 
1914 .. 198,390 33;850 14.67 
1919 .. 256,763 37,620 12.78 
1921 285,482 45,020 13.62 
1923 .. .'W0,071 60,785 H.46 
1924 .. .,303,~38 54,401 16.22 
1925 .. 320,113 60,962 16.00 
!928 .. 343,663 70,305 16.09 
1930 .. 333,702 72,168 17.78 
1031 .. 318,557 71,767 18.39 
1936 .. 345,015 69,818 16.79 

234. New capital issues for cash were restricted to shareholders 
and were - made in either of two ways.· The fi:rst, which 
wus more generally adopted, was to 6Jl'er the shares at a 
premiwn on their nominal value. In some ca:es the amount 
of the premium· exce~ded the nominal value of the shai·es. 
For example, in 1919, the Bank of Australasia issued shares of a 
110111inal value of £40 at a premium of £70, but two:years l~ter the 
same bank jgsued shares of the same nominal' value at a premium 
of £20. The Union Bank of Australia. Ltd., in 1919, issued. shares 
of a nominal value· of £25 at a premium of the same amount. Sub
sequently, the shares were sub-divided anil in 1928, shares of the 
same bank of a nominal value of £5 were issued· at a premium of £6. 
In the case o( other bnnks1 shares of a nominal value of £5 ,vere 
issued at premiums ranging from £1 to. £3. The orclinary shares 
of the Commercial Bank of Australia Ltd. have invariably been 
issued at a premium equal to the nominal value., It is difficult, 
therefore, to establish the principle upon which the premium is 
fixed. It is probable that it has usually some relation to the existing 
reserves, but the .instance quoted of the Ba:µk of Australasia shows 
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that this principle is not always followed. Aa the premiums are 
invariably added to reserves, the effect is that caeh new share issued 
increases shareholders' funds, not only by the amount of the share 
capital, but by the amount of the premiums paid. 

235. The second method, which has been followed consistently by 
tile Commercial Banking Company of Sydney Ltd. since 1907, and 
by the Bank of New South Wales since 1912, and at times by some 
of the other banks, is to offer the shares at par, that is, without a 
premium. Shares issued in this manner added nothing to the 
res~rvcs. 'l'hey· confcrretl on the shareholder, however, a valuable 
right, that is, to purchase the new shares at a nominal price, usually 
considerably below tlmt for which they could be bought on the stock 
exchange. He could either sell this or retain the benefit by taking 
up his proportion of the new issue. In cffcet, this was equivalent 
to the distribution to sharcholdcl's of pa,-t of 'the reserves of the bank. 

236. 'rhe earliest new capital issues during this period were 
made in 1893' by the Bank of New Sonth Wales and the Commercial 
Banking Company of Sydney Ltd., the object in each case being 
to strengthen the position of the bank. During the next fourteen 
years new capital issues were small, aggregating only £78,000, but 
between 1907 and 1919 all of the banks which had not suspended 
raised additional capital, in most cases, at substantial premiums. 
None of the banks which suspended made any new capital issues 
£or cash uutil after 1019. After 1919, most of the banks made nell' 
issues for cash. 'fhc total amount reached n maximum in 1927, wlum 
shares having a nominal value of £.'J,243,000 were issued for cnsh. 
Details of all issues made between 1893 nm1 1931, wJicthet· J:or cm;h 
m· other,visc. are shown in Table 4a. 4i!t 

237. 'l'ahlo 48,°' whic:h ~hows the· uet cash additions to shal'e
holders' funds during the period 1893 to 1930 out of new issues 
nnd premiums, may be summarized us foHows :-

NWL' CASH Al)Dl'l'JONi:; 'l'O SHAH1~1IOIJDEH8' l?UNDH, 180!1 'l'O rn:111. 
£1000 

~t\W ci1pituJ ii;sU!lS for cash ... . . 23,601.1 
l 1rl'mittms thcl'tion . . 10,742 

'J'O'l'AL CAf!ll HEcta\'lm 
lAISS cush paid' to slmreholclm·s of hunks acquirJ•d 

NbT CASU ADDITION TO SHAREHOLDERS' l~UNDS 

Since 1930, no new is~ues have been made for cash. 

:1,J,:J<lS 
4,170 

.. 30,178 
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THE RESEUV»S• OF TUE T!IAD!NG BANKS. 

238. 'l'he reserves of the trading ·banks have been created princi• 
pally by appropriations out of profit, next out of premiums 011 new 
capital jssucs, and t~ n lesser extent from otlrnr sources, as Ioi• 
instance, amounts paid on forfeited shares and retransfors from 
inner reserves. 

239 . .As a general rule, the reserves are usecl in the business mid 
not separately invested. In the case of some of the banks.incorporated 
m England, part of the reserves were at one time specifically invested 
but in recent years the accounts do not show whether this is stni 
the case. 

2_40 . .At the time of tl1c crisis in 1893, the total reserves of the 
tradmg bun.ks amounted lo £7,993,000, of whieh £4 306 000 was hel<l 
?Y the banks included in.group" A", and £3,687,000

1

by those included 
m group "~ ". 'l'l1c reserves of the banks included in group "Au 
were not seriously reduced by the effects of the crisis tbe net amount 
written off being only £130,000,. but those of the b;nJrs. included in 
group "B '' were practically extinguished, mul after tlw eomplction 
of the necessary readjustments, only £21,000 remained. 

241. The reserves of the banks included in group "A" which 
after readjustment., ~mountec1 to £4,176,000, l1ad been built' up. out 
of profits and premiums on new capital issues. About £1;200,000, 
or neal'ly 30 per cent. of the, total can be trace,! as arising from 
such premiums. No attempt has been made to trace the sou1•cc of 
U~c reserves. of' the bn?ks included in group "B,", but as these 
disappeared m 1803, tlus is of no importance. 

242. Between 1893 and .1936, the net additions to reserves 
aru?untcd to £26,254,000. Details are shown in Tables 45• and 46/ 
wlnch may be summal'izcd as follows:-

.AnntTlOSS '1'0 l~F.SJ-:Jt\'1-;s

From profits 
1rrorn 11rcmiums 
l<'l'Olll' other sources .. 

'1'01',\L .•lDIJl'l'lONS 

Luss DEllUCTIOXS 

Cn1lilali~c1l 
Writt<>n off 
.ExtlnguisJicd on mJ]nlgtunation 

NE'.l' ADDl'l'IO:N'S 'I'O IlESElWES 

• Pnge 301. 

£'000 

10,717 
9,32(1 

233 

20,27(1 

275 
374 

2,373 3,022 
----

26,254 
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243. Between 1893 nnd 1904, the total additions to reserves were 
small. 'rhe banks which bud suspended were unable to apply any 
considerable part of their profits to reserves,· and it is obvious that 
those that did not suspend were using profits, whick in the ordinary 
way woul<l. have been placed to reserves, to meet undisclosed losses. 
uuring the next ten years, the additions to reserves, both out of 
profits. nnd from prc1lliums, were large. Dul'ing the war 11Criod 
further substantial additions were made from both these sources, but 
tl,te maximum was reached during the period 1920 to 1930 when 
about £17m, was added out of profits and premiums. Since 1930, 
additions to rese1·ves have been small, and during the five years 1932 
to 1936 only £75,000 has been added, wholly out of profits. 

244. Since 1930, some of the bunks have set aside portion of 
their reserves either to provide for the depreciation in the, sterling 
values of their Australian and Nev ... • Zcalnnd assets 01· for a rcducUon 
in the Australian cul'rcncy value of their Loudon funds which would 
1·csult if the Loutlon~.A.ustralia eXchauge rate.• wc•re reduced. 'l'J11•se 
transfors, however, have not reduced their total reserves. 

l'nOk'I'l'8 OP 'l'Jrn '!'HADING llANKS, 

245. 'l'hc profits of a bank arc derived from interest, foreign 
mt.change, and charges nw<lc for the collection o.f cheques and other 
services. rl'hc princiilal pm·t a£ th~ profits is, derived fL·om intffest on 
adVauccs, after· allowing for the interest paid 011 deposits. 'fhe 
ma1·gin between the· average rates on advances nnd, deposits wirfos 
from time to time. It jg ~1ffectcd by the proportion of fixed deposits 
aucl cul'l'cnt deposits rcspcetiv.uly, and by' val"intions in the average 
term of the deposits. 'l'ho banks also derive some interest from their 
investments in secm·itics and Australian treusury~bil1s and from the 
temporary investment o.f their Louden funds, but the mnonnt derived 
from these sources is relnth•cly small'. 

246. 11'11c profit on. forcigzi exchange consists of the bank~s charge 
.for negotiating the ti·ansaction. At the present time the maximum 
rate of J)rofit on transnet.ions between Australia n.ncl London is 10s. 
per cent., but the average would be lower, us the fuH l·cttes m·e 11ot 
always charged to cnstomcrs ·who regularly remit large amounts . 
\Vlicn the exchange transnc.tion is not completed immediately, t.he 
1·atc is affected by iutei·rSt calculatctl on the time which will elapse 
between ihc date of the t.mmmction and the dntc ol receipt ot· }lflrme>nt, 
.as the ease nrny be. 
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'!11rn CAPJTAI~, RE.SERVES .A.No PROFITS OF ii:_nE AUS'l'RAL1AN 

TRADING llANl<S, 1893 TO 1936. 
:!47. With fluctnnting rntes of cxehnnge, tho banks may at times 

be in the 11ositioJ1 to make substantial. profits on the sale oJ' funds 
accumulated iu London at lower rates. But; conversely, n. fall in 
l'ates may expose them to the risk of heavy loss. Since 1930, some 
of the banks have at times made· substantial profits and· at others 
inem·t·ccl subatantinl losses due to variations in. the rate of exchange. 

248. 'l'he chal'ge macle by tlie banks for the negotiation of inland 
t:hC<tllCS and bills is sometimes referred lo 11S exchange, but it mny be 
more properly described as • charge for collection. The rates are 
nffccted to some extent by the time required for collection. 'rho 
banks. also make n charge for keeping current accounts. 

24g_ The accounts considered cover the period 1893 to 1936 and 
the results nl·e shown in five-yearly tota1s or averages, ns the cnse may 
1·equire. In addition, the fignres of each year 1925· to 1936, ·both 
inclusiYc, nre also shown. 

250. 'the events o[ the crisis of 1893 hnve p1·evfously been 
descl'ibed. The consequences of that· crisis affected the banks tl1at 
suspended; and those that did not, in n very different manner. For 
ac1·c1·al year. the profits of the former wore seriously reduced by the 
loss of business l'eimlting from the loss of confidence in tlich- solvcnc,r 
and the limitation of their resoul'ces, due in part to the losses tlicy 
1w<1 sustained aud in part to their obligat.ion to redeem their deposit!> 
at spcoiflc<l dates. 

251. Comparison of the aggregate results of the banks comprised 
in group "A " with those of the banks comprised in group '' B " 
shows cleal'ly that the effects of the crisis of 1893 affected the latter · 
for nearly twenty yenrs. For that reason the aggregate results of 
all Uw banks for tJic period 1893,1914 do not give n correct view of 
the system as a whole. • Therefore, for this period, the results of each 
gron]), us well' as the aggregate r~sults"of all the banks, nre shown. 
.After 1914, the distinction between the groups ceases to be signifiqant. 
The bnnks whicl1 had suspended had overcome tl1e difficulties resulting 
from their snspcnsion and although some of them continued for 
scYcrnl years to appropriate part of. their: profits to reinstate lost 
capital nnd to fJl'Ovidc for the repayment' of deposits, the .amounts· 
nsccl for this pnrpo~c represented n comparatively small percent.age 
of the total profits of all t.hc ba'Dks. 

ll) 

'l'HE 0AP.lTAL, RESERVE$ AND PROFITS OF TH.m AUSTRALIAN 

TRADING J3A.NKS, 1898 TO 1936 .. 
252. 'l'able 47• shows the uggrcgate 1irofits of the trn<ling banks 

for the period 1893 to 1986, and the manner in which these have been 
applied. While this statement is required ns the basis for other 
figures, it must be 1·calized that it covers a period of 43_ ye~rs, ancl 
that allowance must be made for the capitol employed, which mcludes 
not only the capital actually paid up, but nny reserves. and _un
distributed profits used iu the business. 'fhe sum of the capital, 
reserves and undistributed profits constitutes the "shareholders' 
funds!'. The cnming capacity of a business is best expressed by 
stating the profits as a percentage on the total shareholders' funds. 
The market valuation of any bank, ascertained by multiplying the 
total number of shares by the· current market price of the shares, 
bears. n closer relation to the tol,il shareholders' funds than to the 
actual capital paid up, and the return on shareholders' funds there-

, foro• indicates moro concetly the return. to a prospective shareholder. 
But it is customary also to state the profit as n percentage on paid up 
capital because dividends are declared. on capital. Normally the rate 
of dividend cannot exceed the percentage of profits earned on capital, 
unless of course part of the dividend is paid out of reserves or 
undist~ibuted pr~fits. Where the 1·osorves and undistributed profits 
nre 6mall there will be little clifferenec between the percentage of 
profit on 'total sharchoklcrs' funds and p11id up capital rcspcetivc!y,• 
but where the· reserves nnd undistributed profits. represent a material 
proportion of tho total sharel1olders' funds, the difference between 
these percentages will bt' considernb}c. 

253. Table 48! shows tho shareholders' funds nnd capital usecl and 
percentage of profit camed on euch, and also the average rate o.f 
dividend paid during each five-yearly period 1893 to 1934, and ~or 
eaelt year from 1925 lo 1936. Table.~ 481 and 49t show tho alloeat1on 
of the p1•ofits c1uring each 0£ thcisC1 periods of years. 

254·. For co11vcnicncc the comparative figures contained in these 
tnblcs have been summnrizcd in n number of t.ibJes which folJow. 
For· the period-1894 to 1914 the figures relat!ng to groups "A" 1mcl 
u B ,, arc also shown uud where the information is of interest, the 
figures for the Jost year preceding the crisis (1892-3) have also been 
included .. 

255. The tables which follow should be eonsid~red together. The 
first shows the avel'agc annual profit ( or in some cases the profit of 
tl,e year) cl.min~ the who lo period, and the second that profit expressed 
as a pereentage

0 

on total shareholders' funds. 
t Pngc 304. i ras:e 866, 
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'l'HE 0APJ'l',\t,, HESER\·Es A~D Pno1• 1l'f$ OP THS . .AH$THAU,1\l"; 

'l'HAD!NG BANKS,. 189~ TO 10ae. 
A \'El\AGE ANNUAL l'JtOl,'!T,. 1803 '!'O 1036, 

Oronr,"A", Gro11p"JI", ,\II JI/ml.~. 

£'000. £'000. £'QOO. 
Yc-nr 1892-!Ja .. 84$ '787 ·t,O:J:! 

Year 1804 643 342 88li 
G Ycnrs-1805-90 li30. 176 712· 

1000-04 00!.I• 400 1,300 
1000-00 l,IOt 543 1,73{ 
1010-14 1,on 7M 2,305 
IOIG-10 :!,630 
1n20-2.1 3,037 

Ycn;,.:.._102fl 4,822 
1026 a,020· 
1927 4,UUO. 
1928 4,909, 
1920 4,943' 
1930· 4.400 
103l 2,063 
1932 1,880 
193:J l',953 
19:14' J',ODG 
1036 J,097 
1930 2,008 

'XO'.l'.-\L l>ROFI'l' EXPRESSlli> AS VERCEN'l:AGE ON 1'0'rAL 
SHAREHOLDERS' FUNDS. 

OrNl\l•"A"., Gro11p"l\", ,\llllnnlt!. 

l!or cont. }>er: cont. Pct cont. 
YCtlr 1892-93 7.89 6,75 7.20 

Ycnr·l89-1 4.07 3,61 4.34: 
5 Y!:!ara-ISOU-90 4.44 1.46 2.05 

1000-04 7,28 8,77 G.67 
HlOG-00 8.uG 0.30· 7·.09 
1010-14 o.oo 7.62 8.56 
19l!i-10 7.50 
19!!0-24 8.77 

Ycor-W:Ui 8.76 
)026 8.4S· 
1027 6.88 
1928 7.80 
1020 7 . .23 
1030 U.33 
1031 <.20 
1032 -~-74-
1038 2.86 
1034 2.Dl 

'1035 2.01-
1036 3.05 

• 

,, ·' 

~ ·, 
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'l1Ht:: CAt~frAI,, n1::s1mves ANH PHOFlTS OP 'J'HI:: .. AUS'l'ltALIAN 

'l'RADING BANKS, 1893 TO 1036. 
2GG. 'l'lw fuH effects of tho• c1\isis on the bunks inclmlctl in grout) 

"Il" are not shown in tho accounts for 1894 when the p1·ofit~ foll 
from £767,000 to £:J.12,000. 'fho nvernge profit fo,· the next lh·c year•, 
how•vcr, was only £176,000 (reprcscntiug onl.v 1.46 po,· cent. 011 tlw 
totnl fund•), n11d it wns during this periocl that. these banks wer,• 
compelled it?_, seek a revision ol tllC' m·1•angcme11ts they hacl mnde 
with their depositors. Aftc1· 1900, ihe profits grndnally improved 
:uul by l!J14 the aggregate profits of these bauks were about equal 
to tlios,• of 1892-3. 
• 257. '£he p1-ofits of the banlcs included in group "A" ul~o 
declined, t.hougb not to the some extent. 'J'hcrc L~ 110 (loubt1 however, 
Uw1· Ure tonficlcnce created by their ability to avoid suspension 
tmnblctl these banks mntcrfo1ly to hicren~c thch· business at Lhl' 
cx11cnsc-of t.hose included iu the other group, ancl for that reason 
their 1·ccovery ,v:is more rapid. ,vit11iu ten yea1·s they were earning 
nbout the same return on their total funds as in 1893 although 
shat•choldcrs' funds had sincr been increased. 

258. After 1914, nnd up to 1026; the 1·cturn on shoroholders' funds 
anll thl' profils both steadily incrcnsccl. 'fhe maxitnnm return waR 
shown in t.hc 1,criocl 1020-192<!, when 8.77 pc,· cent. was cnrned on total 
sJuirc1wlc1cr.1;' funds and 16.05 JJer cent. on ordinary capital. 'l'ht• 
mnxitnum profit of £6,026i000 was car1wd iu Hl26, but increased shnrc-
1rnldcrs' funds had been used during the yeul' uud the rcturu on 
funds mul on ordinary ca11itnt was slightly lowe1-. '!'hero was little 
Yuriat.ion in the profits of the three ;rcnrs next following, which were 
in each vcar a little loss than thr maximum, but the return on funds 
and on °01:cHnnry capital gl'!ldunlly declined owing to the continued 
increase of shnreholdets' funds through the ioLroUuetion of new 
capital nncl additions· to reserves. 'I11tc first scrfous clcclinc cnmc in 
1930, when profits decreased by £534,000. In the following year 
there was a further dccliue of 11pproximntcly £1,500,000. Profits 
fell to their lowest 11oi11t ht 1932, when the;- amounted to £1,880,000. 
During the next th1'cc years they remained fairly constant ut a point 
u. little above the minimum, and it was not until 193G. when the 
profits were £2,098,000, that nn improvement became obvious. The 
return· 011 shareholders' funds fell- to its lowest point in 1932, when 
only 2.74 11cr cent. wns eat·ncd. Since then, there 11ns been n gradual 
lmprovmncnt. 'rhc return for 1986 was 3.05 per cent. 

259. 'fhc following table shows the return on ordina,·y capital a.s 
distinguished from total shareholders' funds. This. is calculated by 
clcdueting from the total profits the preference dividencls aud 
expressing the renrni'ndcl' as a pcrccmtagc on ordinary eapitnl. 
<;Jcncrnll~• speakihg, it shows the same trends as profits. 



114 

TllE .CAPITAL, RFSEIWES AND PROFITS OF THE AUSTRALIAN 

TRADING BANKS, 1893 TO 1036. 
RETURN ON ORDINARY CAl'l'EAL. 

Year 1802-0a 

Yc~r 180,l .. 
$ Y .. i,-1805-00 

1000--04 
1005--00 
1910-14 
1016-10 

., 1020-24-
Yee:r-lO!!G 

1026 
1027 
1028 
1020 
1030 
1031 
1032 
1033 
1034 
1035• 
1036 

Group" A". 

Per cent. 
13.4 

B.66 
7.29 

12.23 
16.28 
17.29 

Otour,"U". 

PCJ' cent. 
10.11· 

3.78 
1.28 
4.01 
0.20 

11.57 

Allna11kt. 

Per cent. 
U.63 

0.22 
4.00 
8.31 

13.04 
16.22 
14.30 
16 06 
IG.Ol 
15.92 
16.43' 
14.36 
13.71 
12.11' 
8.01 
6.12 
6.33 
6.46 
6.40 
6.76 

260. The maximum return of 16.05 per cent. was reached in the 
period 1920-1924. Since then it has diminished,. fnl!iug· to 12.11 per 
cent. in 1930, and. to 5.12 per cent. in 1932. Each year since 1932 
has shown a consistent but small improvement, tho return for 1936 
being 5.75 per cent. 

261. The .following figures taken from •ruble 48 show the benefits 
to ol'dina:ry shareholders arising from the possession of large reserves. 
'l'hoy rclato to the profits of tllc· bnnl<S included in groups "A" and 
"B·" respectively, dm•ing the period· 1905-1909. The aggregate 
capitals of the banks lnclucled in eacl1 group differed' by less than 
£50,000, but those included in ·grollp ".A" possessed 1arge reserves. 
whereas those of the banks included in group "B ,,. were relatively 
S!)lall. • • 

THE INFLUENCE OF RESERVES ,\ND UNDISTRIBUTED PR01"1TS ON 
BARN1NGS. 

Period 1005-1000-
0rdino.ry o:ipitn.l . . . . , . 
\>rofit. n.vnill\blo for ordinnry shareholders 

Return ol\ ordinary capitnl .. 

nroup ''A". nroup"D'', 

£'000. £'000. 

7,705 4,522 
l,101 416 

. . IS. 28' per cent. 0. 20 por cent. 
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Tim CAPITAr,, ,Jb;sEnvi:;s ANo Pnot-•rrs oi,• TIJE .Aus·rnALJAN 

TRADING B,U<KS, 1893 TO 1036. 

That this clitrcrencc is largely <Inc to the use of reserves is shown by 
a eomparison of the return on total funds ( which includes reserves 
and undistributed profits· and in the cnso of the bunks comprised in 
group" B ", preference capital) for the snm,q>criod. 

£000 £000 
Total shnreholdcrs' funds l:J,924 8,1115 
Total profit I . IO l .;,1:1 

RSTUltN ON ·ro1'AI, S1iAnEUQI,U1-ms• J,'11;,ms 8.!ifil'l/4_, (l,!IOo/r 

262: Since 1910, several factors have opcrotccl to rcdncc the profits 
wltieh .. the trading banks. woul<l otlwrwlso huvC' mailC'. 'l'hr first in 
point- of time wn·s the substitut.ion of Commonwealth notes for those 
previously issued by the tt·ading banks. It is probable, however, th11t 
this did not materially reduce their profits, because the tax payable 
to the States on note issues, mlll the expenses incidental to their U!::ie, 

were not much less than the average f,!ltl' o[ intcrc.qt on deposits. 
'fhe sceond1 nnd 11crhnps the most important factor. was the establish
ment of the Commonwenltlt Bank of Austtalin, which l!onuncnccd 
general business in 1913. A t.!1ir!l fnctor, which of course affects 
business gcneralJy, is the incrensc in cxpousus and tnxntion. It is 

.impossible, however, to e.stimntc tho extent t.o which profits have 
been affected by the operation of these faotol's, nud the only conclusion 
that cnn be drawn is that any tcduction iu ca1·ning power or increase 
in expenses hns been reflected in higher rt1tC'S foL· OV<'l'drufts nnd, 
where possible,• in charges for, servieei-;. 

How •1•ni,; PnoPI'l'H OP 'l'HE TnM>tNo BAsr..:s HAn: ,n.:~x 
JJ1sros1m ol-'. 

263. \Ve ~hall now consider how the l)l'Ofits. of the tmding banks 
ha,·e been disposed of. 'l'abk ,,19° 8hows the average amount applied 
hi c;1ch period t.o the various 1mrpo!i('S 8lntcd, and 'l1nblc 50t shows 
t}w 'pcrccntagt>R which each of tlll'sc .nummt.~ bears to the total. 

264. Exce11t in 11. Hmitccl number of cnst•s w)tcrc the bank wns not 
free to dispose or its profits ns it wished, either because it was• 
l'Cquil'ed to set aside part o! its profits fol' a specific purpose, ot· 
because it chose-to do so, the greater portion of the profits df each 
hank, £Or each ycat\ were distt·ibntctl os cli\'itlcmds. 

265. The· cireumstances in which preference capital was issued 
have previously been described. The amount reached· it.s mmdmnm 
in 1914, when the total preference capital of five bank.~ amounted to 
£3,370,000. After 1917 the number ot l,unks with this class of capital 
was gmdually reduced as the rcsn1t of amalgamations, ancl since 
1927 there l1as been only one bank haYing preference capital. 



116 

'f1m Ct.t'ITALJ it~Elt.VES AND PnOFI1'S OF TUE AUSTffAI.I/&N 

'fnAl>lNG BANKS, 1893 TO 1086. 
266. When the profits are small;. payment of the preference divi

c.lcud mn~r l~nvc very little for orQinary shareholders.. T}iis oc,ml'rcrl 
<luring t.hc period 1895 to 1899, when the return ·on ordinnry capit11I 
wns onl,v 1.28· pm·· cent. But' Rf! the profits increased, prcfo1·eri.cc 
<lividemls 11bsorbod a smaller pere<llltage of the total. W:hcrc 
prltfcrc11cc dividends. itrc payable at n low fi~ccl, rate, this bpcratcs 
in t'nvour of ordinarjr slrnreholdcrs. 

2li7. llctwcen 1895 and 1900, some of the banks. were unable to 
mai11t.aiu the rei,:ular payment of prefcre1:ec diviclctids,. or to pay the 
minimnm rate rcqnirc,l hy the· terms of issue. After· 1900, these 
dividend•. wc1•e reguhn·ly paid an<l 11s profits increased dividends nt 
h'ghc·r rntcs WC1'C p11i<l. For several years, prcfereneo shareholders 
1·cccived dividends, at the rate .of 7, 8, 9, and in the cnse of onf' 
bnnk, 10 per cent.. Bttt as tho rate of dividend on two-thirds of the 
prcfc1·encc en}litul (that of tho· Commercial Bank of .Australia Ltd.) 
was 'limited to a mnx.imum rate of 4 per cent., the nvorngc rn.W was 
1'ccluccd1 nll(l at 110 I imc did it rencl1 5 prr co'nt .. 

2(i8 .. '1'11 ... • foHowing t,ibfo shows t1le amount of prcfci·cncc divi
tfoncls pnicl nnd fh<' average rnte per cent. on preference enpital. 

DIVIDl~NJJS l>AJ!) ON PR1~l~ERENCE C.AVl'l'AL, 1803 •ro ·1030 .AND 'l'HE 
AVJ:H.Hrn HNJ'Ji} rmt Cl<1.~1' ON PRJWJmBNO)i; CAl>ITAT:. 

Ycio'lfi0-1 .. 
5 )l'ttrs-1S95-99 

rnoo-0< 
rno;;--00, 
IOI0-1-1 
1016-lD 

., ' 1020-24 
Ycur-1025 

1020 
1027 
l028 . . . . 
1020 to 1030 (inc:luslvo) 

~\111011111. 

£'000. 
112 
07' 

128 
127 
1'6· 
163 
12·1 
122 
1211' 
100 
85 
86 

Per cent. 
a.a8 
2.02 
3.86, 
3.82 
4.33 
4.95 
4.83 
4.81 
4.07 
•!.GI 
,1.00 
4.00 

269. Prior to the crisis of 1893, the cnpitnl of nil the trading 
hanks consi!litc(l wholly of orc.lina1·y capital. '!'he dividends pnid by 
some of the banks inchHlccl in group "A" chn·ing. the preceding 
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·TliE CAPtT!L, RESEJtvES AND Pno1,•11s· OP TUE AusTRA1,1Ato: 

TRADING DANKS, 1893 TO 1036. 
yu01,i. hod been at high rates. For many years the Commercial 
Banking Company of Sydney Ltd. paid 25 per cent.; the Commercial 
llank of Tasmania Ltd., 20 pe1· cent.; tho Bank of New South Wales 
nnd Western Australian Bu:n.k each l7i per cent.; and tho Bank of 
Australasia and the Union Bank of Austraiiu Ltd., 14 per cent. B;-
1892, some of the banks had reduced their rates, but the uvcrag,· 
for that YC!lr was sti!l 12¼ per cent. Soll\o of the banks included 
in group "B " 11ad ahm r<?gularly paid divjdends nt high rates. 'r11C' 
NJltional Bank of Australasia Ltd. for many years paid 15 per coni.; 
the- Commercial Bank of .Australia Ltd., 12½ per cent.; o.nd the 
Qu~ensland National Bank Ltd. from 10 pct· cent. to 15 per cent. 
'J'J10 avo1·ngo for 1802-93 was 9.0! per eent. 

• 270. 'f•hc nvcl'age diviclcncl of tl1e btrnks inclu<lc<l in group '' .A i• 
!ell from 12! per cent. in 1892 to 8.05 per cent. in 1894. But witl, 
the ,exception of the Hoyal Bank of Australia Ltd., ,~hieh ,uspcnd,•,I 
f.ho paymllllt of dividends until 1897, every bank in this group 
regularly p11id dividends nfte1· 1893. 'J'hc nverngc rate fo1· tlu• 
periocl 1895-1899 was 6.82 per cent. 'J'liereufter, the mte progrossivol.v 
incren.scd, nncl by 1014 it had return('>c] 10 the nvcrag(' of 1892. 

271. The average dividend of the banks includec1 in group "B " 
fell-from 9.04 per cont. in 1892 to 2:05 per cent. in 1894. During the 
period'. 1895 to 1899 the avcrtige wns. onJy 0.41 pci· •C!mt. rl'hcrcaftcr, 
there was a steady improvement and for the period 1910 to 1914 
the average dividend wus 5.04 per cont. Some of the banks in tl1is 
g,·oup retained a substantial part of their Jll"Of1ts to make good lost 
capit,al or 1.o repay deposits. During the period 1893 to 1921, the 
Conuncreinl Bank of .Australia Ltd. applied tho whole of its.avnilablc 
profits·to-makc good lost capital. Between 1895 and 1918, the Queons
lnnd National Bank Ltd. JJUid no dividends, its vrofits being applied 
to make good Jost capital, rcpny deposits, and build up reserves. Pntt 
of the profits of the English, Scottish nml, Australian Bank Ltd. wen~ 
nlsq usccl to pm-ehasc deposit receipts. 'l'llis, of conrsc, rc<lnrcd the 
average dividend paid by thr gronp. 

272. After 1D14, tho average rnte for nil bunks progressively in
e1·euscd, roaching its maximum in tl10 pcriorl 1925 to 1929, the highest 
point being 11.94 per cent. in 1928. '£he uvcrago cliviclmuls paiil for 
1929 an<l 1930 were at a slightly lower rate. In 1981, the average wns 
only 7.84' per· cont. and the clcclinc continued, fnlling to a minimum 
of 4.99 per ecnt. in 1933: During the last three years, the rates have 
been respectively 5.22 per cont., 5.09 per cent. nnrl 5.41 per cent. 
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Tim. CAPITAL, RESERVES AND PROFITS OF THE Ausm,u,rAN 
TBAl>INO BANKS, 1893 TO 1036. 

!!ATE OF Dll'IDEND ON O!IDINARY CAPITAL, 1803 TO 1030, 

Yo!lr 1802-03 .. 

Yoal"1804 .. 
6 Ycnra-'.-1805-90 

1000--0,i 
1005-00 
1910-14 
lOIIHO 

" 1020-24 
YclU'-1026 

102G 
1027 
1028 
1020 
1030 
1931 
1932 
1033 
1034 
103G 
1030 

Percent. 
12,6 

8,06 
0.82 
0,21 

10,04 
12.20 

On,'Up'*D", 

Por cont, 
0.04 

2,0G 
0,41 
1.63 
3,78 
6,04 

.A11&nb. 

Per cent. 
10.68 

6.11 
3,38 
6,116 
8,31· 
0,61' 
0,88 

11.U 
11.72 
ll,01 
11.81 
11.04 
11.37 
10.70 
7,84 
6.10 
4.00 
G,22 
6.00 
6,41 

278. 'l'he pcl'ccntngc of the total profits appropriated for the 
puyment of tlMdends (pl'efcl'enee untl ordinary) in· eael1 J>•t·iod is 
shown in the follo:ving table. 

274. Next to diviclcnds, in order of magnitude, arc the· upproprin- • 
lions lo reserves. The policy of tho bunks in regard to resel'Ves hns 
vnried ut diffcrcnt·timcs. In the years between 1soa,aod 1899, tjtc 
bunks included in group "A" appropriated only a very small propor
tion of tlieir profits to reserves. 'l'llc appropriations of· tl1c· banks 
included in group " B " were on a larger senlc, probabl'y because 
of the need· to replace the reserve, which hnd been written. off. 
'l1hcrcarter, there was a general increase in· tlie percentage set nside, 
the maximum being rcaehcd in 1924, when 26.04 per cont. was 
11ppropriated. From 1925 to 1929, the proportions progressively 
diminished to 14.46. • The appropriations for the next two yours were 
SJH per cent. and 5.50 J>cr cent. respectively. Since 1931, only one 
bank has regularly added to its' reserves, and for each of the years 
ln32 to 1936, less than three-quarters of one per cent· of the total 
profits of the bunks, has been appropriated for this purpose. 

275. Between 1898 aml 1914, a substantial proportion of the 
p1·ofits of some of the banks included in group "B" was applied, 
either to- reinstate lost capital, or to provide fo1• the repayment of 
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deposits. Although some of these bnnl,s eontinued to• make these 
payments after 1914, the amount so appropriated represented a small 
and diminishing percentage of the· total profits of nil the banks . 

276. Appropriations for 1m1·poses otl,er than those specified jn 
the table which follows were smnH, nnd rcqufre JJO comment:-

PERCENTAGE OF TOT.IT, PROh'l'fS Al'PROl'lU,ITBD FOR 'l'HE 
PURPOSIIS S'J'A'l'Jm. 

DIYtdcOll,,, ne.,erTet, 

J.>or cent-. Percent. 
Group II A 11_: 

DUO 2.40 Yenr 1804 
5 Ycars-180~09 03,60 6.30 

10/XHU 76.!JB 10.60 
1005--00 71.62 20.63 
1910-14 70,62 26.07 

Oroup"B 11
-

60.30 10.82 Yoor !804 •. 
G-Ycani-1895-\)0 68.20 10.36 

1900--0;! llll.00 16.7G 
1905-09 6.1.00 15.84 
JOJO-JG G-1.30 20,J0 

All Banke-
6 Ycnn--1016-10 71.00 22.30 

,. 1920-24 70.34 26.35 
Yoar-1025 73,01 23.0! 

1020 .. 75.42 22.08 
1027 .. 77.06 18.43 
1028 83,61 13.60 
1020 .. 83.:?2 14.46 
10:JO .. 80.26 s·.a• 
1031 98.0{ G.GO 
1032 ..• 00.67 .70 
1033 .. 03.00 .76 
103< .. 05.70 .75 
1"36 ... 03,5-l .76 
10311 .. 04.33 .72 

AMALGAMATIONS OF TRADING BANKS. 

Cnpltalnnd 
Ocpo!!\t.11, 

J.>ercont, 

2a:os 
22.00 
26.33 
18.07 

4.00 
2.60 
1.67 
1.87 
1.00 
l.20 

277. 'fhc aspects of mn11lgimrntions referred to in this. section u1·c 
those rcJntin" to the means cmployNl, the coni,ciJ11l'nccs to share
holders, and ~he, effect upon the sl1urcholders' funds of the banking 
system ns a whole.. .. 

278. The first alteration, after 1803, in the trading banks wJ,ieh 
survivetl the crisis was·tho conversion, in 1909, 0£ the .Australimi Joint 
Sfoek Bank Ltd. into tho Australian Bank of Commerce Ltd. This. 
howcycr, was not an· amalgamation, b~t a rcconstruetiou. 'l'hc new 
bank merfrly took over tJ1e busiuc.c;s of its predeccsso1·. 
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279. Between 1909 and 1917, there wero .no ·changes; but in the 
JJcxt fo1Jrlecn years, twelve amalgamations or absorptions took place. 
'l'hesc occurred mainly in three well defined periods; namely, 
J917-1918, 1921-1922, aµd: 1927, Only one other amalgamation has 
occurred: since 1927, namely, that ofthe Bank of New South Wales and 
!he Australian Bank of Commerce Ltd., which took place in.1931. 

280. The following is a list. of the amalgamations and absorptions 
sinco•19l7. 'rhe clctails of each arc .shown in Table 53 .. * 

BANK AMALGAMATIONS AND ABSO!ll'TLONS, !017-1031. • 

Name of lll\nk Absorlle'd. 

H)17-Btmk of North Quconiilnnd Ltd. } 
Roynnhmk of Queon11lnml T.td. 
City B11nk of Sydnoy Ltd. . . 

lUJ 8-Nntionnl Bank of 'l'asmnnin. Ltd. . . 
Coloniaf Bnnk of Australia Ltd. . .. 

11)21-London Dank of Australia. Ltd. . . 
Commercial Bnnk of 'l'tumumia Ltd. 

1022--Bnnk of Quccnslnnd Ltd. . . • 

..\111nlgn.mnllld \\1th or ,\cquhcd b7. 

Bank of Queensland i.t<J. 

Austrnlion Dank of Commerce Lid. 
Commcroinl Bank of Australiu. Ltd. 
National Ilnnk of AustrnlMia Ltd: 
English, Scottiah & Australian Bank Ltd. 
English, Scottish & Australian Bank Ltd. 
Nntionnl Bnnk of Aus'tralasin. Ltd: 

1027-Bnnk of Victorin Ltd. . . Commercial Banking.Company of Sydney 
Ltd. 

Royol Dank of Austrnlin. Ltd. . . English, Scottlilh ~i AustrnUnn Dank Ltd. 
WC!stcrn Australian .Bnnk . . . . Dank of New SoutJ1 Walvs 

ln:ll-Australinn Bank of Commerce Ltd. Bank or N1:3w South Wnles 

281. All these amalgamations and. ,1bsorptions appear· to. hav,; 
been entered into by both parties only because the arrangement was 
to their mutual advantage .. There is no suggestion that any of the 
hunks taken over would ~mvc been unable· to carry on business, except 
in the case of the Australian Bank of. Commerce Ltd., which was 
amalgamated with the Bank of New South Wales in 193!. Th<> 
profits of the Austrnlian Bank of Commerce Ltd. bad fallen from 
£180,000 iu 1930, to £85,000 iu 1931. Between Julie, 1930, ancl 
,July, 1931, tbe market value of lts shares had fallen from 25s. 9d. to 
13s. 9d. At the annual meeting l1eld in. July, 1931,. the Chairman 
stated that there ho.cl been a drain on deposits)• resulting in a sub
stuntial r~ductiou in liquid assets. In a circular addressed to• share
holders, dated 2nd September, 1931, it was furtl1er stated that the 
Directors had been examining the, general economic outlook in relation 
(o the operations of the bank and had .unanimously arrived at the 
conclusion ·that owing to the· general outlook and the reduced turn
over 011 all financial transactions likely to• operate during the next 
few years, the earning-of substantial profits would be somewhat diffi
cult.. Having come to this· conclusion, the Board bad given some 

• Po.gc 878. 
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thougl1t· to an amalgamation as being of adVantag:e to sltarcholde1•s 
and ilcpositors. From these statements it is fair to infer that the 
bnnk would, have, experienced some difficulty in continuing to C'1U'l'Y 

on its business without assistance. 
282. Payment fol· tl10 shares of a bank acquirt>d or ,1lmorhed 

was made in either of three way•-
(1) Wholly in cash. 

These amalgamations arc more correctly de.scribed as 
acquisitions or purcl1ascs, as the sharcholdci•s of the pur
chased bank acquired no interest in the purchasing bank. 

(2) Partly in cash aud partly in shares of the purchasing bank. 
(3) Wholly in sl1ares of the purchasing hank. 

283. The following statement shows the total shareholders' funds 
of each·of tl1e banks acquired for cash, as shown br tlw fost pulJlisllt'cl 
accounts nncl the 11mount paid. 

I '1'otnl 
Ycnclorl.lrmk, I lllmrt!l1oltl~r<' f.,•,,1hl'AM, 

I 
ruud~. 

£'000. £'-000. 

City Bank of Sydnoy .. ·· 1· 
-168 350 

National lJank of Tasman;a Ltd. .. 284. 2114 
Commercial Bank of. 'l'nsmnnill Ltd, .. 52i 616 
Bank of Quccnslnnd Ltd. .. I 

522 520 

I 1,79{ 1,WO 

'l'hcsc figures indicate, in the case of the City Bank of Sydney, a 
substantial deficiency of capital, and in the case of the Commrreinl 
Bank of' 'l1asmania· Ltd., substantial inner reserves. 

284. r11hc mnalgamations in which the consideration was l)arnhl'e 
partly iil cash and partly in shares were as under:-

Royal Bank o[ Qucenalnnd· Ltd. 
London Bo.nk of,Austra1io. Ltd, 
Bn1l1c o[ Victorin. Lt.d, .. 
UoynlBank of Australia Lt<t. 

I £'000. £'000. £'000. ! £'000. 
629 83 28S l 3il 

: : I 1,212 10!1 ,150, j 5B8 

.. 1 i;!~l l,;i~ ~~g i i:W~~ 
1--.,-71-2-1--2-,4-2-0 - 1,861 14,281 
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285. Thc noitt swmiiary relates• to the amalgamations where the 

consideration was payable wholly in shares of the purchasing bank-

U11.nk AU!lorbcd, 

l3o.nk of North Queonsland Ltd. 
Colonh1l Bank of Australasia Ltd. 
Western Auatrnlin.n Bank .. 
Auatralian Dank of Commorco Ltd. • .. 

Toto.I 
Shan:hokler,' 

J!'unds. 

£'000. 
202 
701 

2,011 
3,340 

0,320 

Sha~ 
r.omldtratlon 

(Nomln11I), 

£'000. 
162 
447 
876 

1,280 

2,764 

286. Where the consideration consists wholly of cash, the amount 
paid may be regarded as. the value of the assets purchased, but where 
the consideration consists partly 01· wholly of shares, the· comparison 
between Ute shareholders' funds of the absorbed bank and the nominal 
value of the shares given in payment does not necessarily indicate 
the value received by the shareholders of the absorbed bank. In such 
oases, the real effeet of the transaction must be measured by the 
market estimate of the value of the shares of each bank, and when 
this is done a transaction whieh at first may appear more advan
tngeous to the shareholders -0f one bank, may be faun<! to be equitable 
.to the shareholders of both. The· following examples will illustrate 
this:--, 

BANK OP NEW SOUTH \VALES-,VESTERN AUS'l'HALIAN BANK. 

The Inst published accounts of the Western• Australian Bank 
showed cupital reserves und undistributed profits amounting· to 
£2,010,811. The capital consisted of 100,000 shares of. £1 which, 
itnmcdintely prior to amalgnmation,, were quoted on the stock 
exchange at £? 14s. per sha1·e. On that basis the· market 'Valuation 
of the net surplus assets was £1,890,000. The shareholders of the 
Western Australian Bank received 43,750 share.s in the Bank of 
New South Wales, fully paid to £20, which at the titne of issue were 
quoted on the stock exchange at £46 10s. Applying market values in 
each cosc, the transactions· may be stated thus:-

Westen, A11st,·alia1i Bank-

700,000 shares valued at, £2 14s. 11or share-£1,890,000. 
Oonsidcr.atfo11,-

43,750 shares of the Bank cf New South Wales, valued at 
£46 10s. per shnre-£2,034,375. 
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BANK OF NEW Soum WALES-AUSTIIAUAN BANi< O>' 

COM>IEROE LTD. 

The Inst published accounts of the Australian Bank of Commerce 
. Ltd. showed. capital, reserves, and undistributed profits amounting 

to £3,346,267. 'fhe capital consisted cf 2,208,000 shares ol' 
£1 caclt which, immediately prior to amulgnmntion,-WC'l'C' quoted or1 
tho stock exehangc at about 14s. per share. On that basis the market 
valuation of the net surplus •~~els was only £1,545,600, or less than 
one-half the book value of its shareholders' funds. The shareholders 
of the Australian Bank of Commerce Ltd. received 64,000 shares of 
the Bnnk ot" New South Wales, fully 11aid lo £20, which at the time 
of issue were quoted cu the stock exchange at £28 10s. per ,;hare. 
Applying market Yaluea in cnch cusc, the. lrunsnction mar be stated 
t.lms:- • 

Aush-alian Ba11lt of Co111111er,·c l,td.- • 
2,208;000 shares valued at 14s. per shu•·e-£1,545,600. 

Consideration-
64,000 shares of the Bank or New South Wales, vnlued nl 

£28 10s. per shurc--£1,8~~.000. 
In each of these cases, the mnrkct value of the shnrcs of the pui•chus. 
ing bank given as co'bsidoration is substontiully in <•xccss of tlu.' 
market value of all the shares of the bauk absorbed. 

287. The following table shows the rednetion in the total share
holders! funds of t.ht.• tl'acling bnnki,; a:-; the result of amalgamation:

noouctton. 

0At'ITAL-
Co.pitnl of the hanl.~ 111k1•11 tW1•r • • • • 
New cnpitnl i~sut.'il by lht! pur1•lu1?-h•~ h,111ki,1 in 1i:1yuu-11t 

or p1trt. 1,nymeul. lhl'n•ior 

Hr.si::rm:s-
Jtcsenci.• or lhc lmuk~ titkcu mer 
.Acoounted for by tht' 1mrchui.in;!' b1111k .. 

l'rofit. 1111d loss UA.hmt.-cs 1.>( lhe U11.uki. t.nkcn on-r 
Aet!ounlcd for liy th~ pnrchn!-ill;! lu\1tk 

')'obi i-cdtwtirm .. 

£000 £000 

S,42:J 

!i,235 
2.861 

2-lfi 

:i,i!tS 

2.:r;.1 

]!):? 

This amount includes some capital losses incurre~ pri~1;· to t~mal
gaml\tion b~• the bankR tnken ovcw, but not disclosed m thmr pnbhshecl 
accounts. A substantial prOJHHt.ion of tho total would, however, bo 
represented by ;issct.s for which t.hc 11urchusiug bnnks did' not account 
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b, nu inctcusc in their paid up cnpilnl or (liscloscd l'escrves. 'l'hC' 
.,;uount by which tho vnluc of ti10 nsscts acquired cxceeiled tho 
11vminal value of the consiiloratiqn tJicreforo co11S~i~uted au nddition 
to tho inner reserves of the purchasing honks. 

288. 'l.'he Intest nmalgnmnti'on-thnt of the Bonk of New South 
Wnlcs nnd the Australinn Bank of Commerce Ltd.-rcduccd' the 
.\ustrnlinn trading banks to nlne, nnd since then there has been no 
further reduction in their number. 

THE TRADING BANKS IN 1936. 
2~9. 'rho ng~regato nssets nud linbilitios of the uiuc .Australinu 

t rntling bunks in 1936, according to their p~blishcd nccouuts, are 
:-howa in ihc follmviug table, which sumnun•ixcs Tables 52A nncl 

.-\GGRRG'A'J$ JjlAlllLl'l'il~•i\ND ASSWl'S 01;, 'l'HE NINE AUSTRALIAN, 
·rn,1,mNG DANKS, 10ao. • 

!000 1• ... ri:c11t. 

LtA.DlLlTIES-
Sha,n:1t0ldcrs' F1mds

Co.1>itnl puid up 
ncsnrvcs .. 
\Tnclfat,rilmlNl }ll'Ofits 

37,136 
30,460 
2,232 

8.93 
7.32 

.:'.H 

00,818 !G.70 

/,iul;ilitics to tl1c Publfo-
Notes 170 
Bills 1mynbtc nnd· othc1· Iinhilitfos 18,46! 
Debenture stocks nnd infurminnblc dc11osits . . 410.24 
Dcpo~its . . . , 322,064 

Total liabilities 

.-\BtmTR-

Cnsh, bullion and money nt sl1ort call 
Securities· and investments .. 
Dills nnd· rcmittn.nccs 
A.dvnuccs .. 
Premises nntl ren.1' esbte .. 

345,fllli 

.. 41G,733 

.. 72,123 
32,020 

. . 23,820 
278,884 

8,880 

.0.1 
,l.44 
1.11 

'j'(,62 

83.21 

. . 100 

17.36 
7.70 
6.73 

67.08, 
2.14 

Totnl assets ... •116,733 . . JOO 

290. The total amount ell/ployed. by nil the banks is approximately 
£416,000,000,. of which the shareholders have p1·ovided approximately 
£70,00.0,000 in the form of paid-up capital, 1·cse1·1•es and undistributed 
prolits, nnd the public approximately £346,000,000, mainly in the 

• Pages 37i mul 37~. 

.• 

121) 

'rHE 0APITAU 1 Rtsr.RVES AND PROPl'l'S OP TIJE .AUS'l'ltAUAN 

TRADING BANKS, 1893 1'0 1936. 

form of deposits. Expressed ns t pr.rc·••ntugL', the amount provided 
by the shareholders.represents 1r,~•1 ,11t,I 1.he n111011nt provided by tho 
ptiblic, 83,21 of the total. In- oLI,..,. n c,rus, the public lias provider] 
npproxiinately £5 for each £1 provided by the shareholders. 

291. It should be noted, howel'cr, that three of the banks inclutle 
thci'r provision £or contingcm•:l•.~ ,,nU clonhtful debts with "Rill:,.; 
payable nud oth01· liabilities". The effect of this is to understate 
shnrcholclers: funds and to ovcl'1-.t,1Lc liobilitics to the public, with the 
result tl1nt rat,ios· basecl on these nmonnts nrc not strictly .eor1·ect. 

2H2. 'l'he. linbilitJ to the public rnril'!'> \dlhin 1·atlwr wi4t.' limit...,, 
The following table shows in the cn.s...: of t.•nch· Lank the amount nwiug 
to the public fot ench £1 of shareholders' fun,ls :-

AMOUNT PROVIDED JtY 'fHJ,; i'UllLIC ~·on EACH !i m· 
SlL\RJ~IIOl,D1ms· l:'l'NDS, 193G. 

Tl1e Ilnnk of Allcfnide 
The Union Dank of At1strnlia Llmitrd 
The Commercial Ilnnk oi .Amslrnl1Ll Litnit<•tl 
The QuccusJmul Nntionnl llnuk Limitc(l 
The l3nnk ot Austrnln!ii1\. 
The Nntiounl Bnnk of Austrulnsl11. Limitc,1 
English, Scottish & Austrnlinn Ba11k Limited .. 

£ s. d. 
.. 2 ]I) (} 

.. 3 18 
4 2 9 

.. 4 8 

.. 4 0 0 

.. 4 JO " 

.. 5 9 6 
'l'bo, Commercial- Banking Com1m11~· of Sydney Limib .. '<l 
Ilitnk or :Xcw South Wn.l~!\ 

5 9 8 
.. 0 6 10 

.. ,1 JO l 

393, In the following table, the shareholders' funds and the 
liabilities to the public of the nine Austrulinn tr,iding lmnks for 1936 
urc comp1u·cd with thC'· rcl('vnnt figurC'~ of thr "Uig fi\'e" English 
hanks for tllC' sr.mc ~·ca1· :-

t'OMPAlUSON llE'l'\\'EEN SHJ\llEUOLDERS lll"X'DS AN'J) LIADILITIRS 
·.r.o Tim PUULIC OF' Nl~E Al"S'l'HALl,\S 1'RADING BANKS AND_ ·ruE 
.:Il'IG lHVE" (ENGLAN'DJ, lfl3B. • 

Xm~ ,\n&lr:ill.Ju 
'J'rndfng Jln11l"<. 

-----------+---··1- ------
£'OOO. l'cr cent. £'00(), Per cont, 

l'otal Shnroholdors' ]!'unds 60 818 lG. 70 110,900 6.08 
'fotal l.fa.bilitics to tho 11tibHo : : ! 3.rn:01r; 83.21 2,102,880 9,1.92 

I~ - 100 2,21s,sso 100 

Amount owing to th0, Public for I £ s. cl, 
en.oh £1 of Shareholders' l!'unds 4. 19 1 

£ ~. d. 
18 2 G 
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294. Au examination of the ratios of shareholders' funds to total 
liabilities: ,shows that, since 1898, the average ratio of shareholders' 
funds to total liabilities of all the banks has varied from about 12½ 
JlCr cent. to about 18½ per cent. 'fhe ratio of some banks has at 
times lfoen higher and at othet•s lower than these µ.Vet'nges. The ratio 
tends to .fluctuatl' in accort.lnncc with bnsines:, conditions. TJ1ere j,-; 
a general, though not a fixed:, relation between deposits and advances. 
.. \n increase in advances due to great~r business activity is usually 
reflected i~ an increase in deposits, and' as deposits increase, th~ 
ratio o[ shareholders' funds to total liabilities diminishes until it is 
aujusteµ by the introduction of new capital. But a decrease in 
aJvanccs due to the falling· off in lm~incss activity is usually necom
panied by n reduction in <lepmdts, and as the banks cannot in practice 
reduce their shareholders' funds, the ratio of the latter to total 
liabilities tends to increase. During tlie period 1915 to 1936, share
holders~ funds were at a minimum of 12.78 per cent. in 1919. Between 
1920 and 1929, the ratio increased as the result of the introduction of 
new capital and the accumulation, of re.i;erves. During the depres
sion, the additional' shareholders' funds ·could· not be fully employed, 
and by 1931 the ratio had increased to 18.39. Thereafter, until 1934, 
the average diminished progressively but since 1934 it has increased 
slightly. 

295 .. As the principal part of the /H·ofits of a bank is de1·ivecl 
from interest on advances, and as the ability of a bank to make 
:1dvances clepcncls mainly upon it"i deposits, we should expect to find 
that, other things being equal, the return on shareholders' furids 
should vary in proportion to the amount of creditors' monev used 
by the bank or,. in other· words, the bnuk whieh uses the lar~est 
amount of creditors' money should earn the largest profit. 
Generally speaking, this conclusion is borne out by the results of the 
Australian banks for 1936, and b_y the results of the English b1mks 
subsequently referred to. 

296. 01i the other hand; a bank which uses a lower proportion 
of creditors' money is in a better position to ineei a sudden demancl 
upon its resources. But while the ratio of shareholders' funds to 
total liabilities is some indication us to whether a bank is over
trnding, too mueh l'eliance must not be plaeed upon it, In 1893, therP 
was little diff('rence between tfo.• aggregate ratio of thC' banks which 
~nspendccl and of t11ose which dicl not. Yet those in the first cateuory 
lost many millions, while those in the· second lost practically nothing. 
:\ b~nl: which maintains a very liquid position may be justified, in 
mereasmg the percentage of its liabilities to the public, as the figures 
of tile. English banks would appear to indicate. In the last resort, 
11owevcr, tile solvency of a bank depends not upon this ratio, but upon 
the soundness· of its advances. 
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Liabilities to the P1tblic. 

297. 'fhese consist of notes, bills payable and other liabilities and 
deposits. As the banks no longe1• issue their own notes this liabili!}· 
is small. "'B.ills payable and other liabilities" includ:s, in the cns

0

t• 

of three. banks, "Provision for contingencies and doubtful debts". 
If these were deducted, the remainder would be relatively small. The 
greater part of the liabilities consists of "deposits"; of whieh £4.6m 
are debenture stocks and interminable deposits, and £322.6m. are 
eurre~t .•nd .. fixed deposits.i,, The accounts of some of the banks do 
not distmgmsh between current and fixed deposits, but on the basis 
of the Australian deposits only, approximately 40 per cent. would be 
current and 60 per cent. fixed fo1• various terms. The proportion of 
deposits to total liabilities varies in the ease of encli bank, the 
minimum ·being 73.10 per cent. and the maximum 82.69 per cent. 

Assets. 
298. "\Ve pass next to consideration of the assets. '!'he variation 

in. the ratios of "Coin, bullion and money at sho1·t call " aml 
"'Securities and investments", respectively, to total' assets, suggests 
n difference in classification, that is, certain assets arc classified .br 
some banks as" Money at short call" and· by others as" Investments". 
The assets included in both groups represent 25.05 per cent. of the 
total assets, but the variation is considerable, ranging from 21.41 per 
cent. to ,81.52 per cent. "Bills and remittances" are· relatively 
small. 

299. Advances.-As six of the banks deduct from their advances 
the proyision for "bad and doubtful debts", and three do not, the 
aggregate ratio is not strictly correct, nor are the ratios of all the 
individual banks comparable with each other. Subject to this 
c1ualifieatfon, advances represent 67 .08 per cent. of the total assets. 
The ratios of the individual banks range from 61.60 per cent. to 
71.82 per cent. 

300, The ratios of the Australian banks differ considerably from 
those of the English banks. In 1936, the advances of the "big five" 
represented only 38.5 per cent. of their total assets as ~ompared whh 
67.08 per cent. in the case of .the nine Australian banks. If the 
advances are expressed as a. percentage of deposits ,,and other 
liabilities, the disparity is even greater·, the ratios being ?8,6 per cent. 
for the "big five" and 85.21 per cent. for the nine Australian 
banks. fo comparing the advances of the English and Australian 
banks, however, allowance should• be made for the ~ifferenee in 
business- conditions. Some of the f11nds provided by A11str11lian 
banks in the form of overdrafts are provided by the English banks 
in other forms, as;. £or example, loans· at short call and. co1µmercial 
bills. Therefore, .Australian banks are obliged to inveat·more of their 
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funds in udvnnees, nnd, because of some lack of other facilities, 
borrowers nre compelled to. rely to a greater extent for theit- rer1uh-e
monls on overdrafts. While it is not tbe policy of n trading bnnk to 
1unl<o loans for .6.xccl periods, many loans• nre grunted in circumstances 
which indicate that both the bnnker and tho borrower understand 
that repayment will not be made,. or indeed cannot be mud,•, Xor some 
:it•en1·s. Other advances which, when made, were regarded as 01:diuary 
\!0mmercial loans, have 'become "frozen" owing to cirt•umstunce>s 
beyond the control either of the borrower or the bank. Lou us iu either 
of tl1csc cntcgorics, while nominally reP'ayable on clcnrnncl, arc in 
effect "long-tc1·m" loans, and s)1oulcl be so 1·cgnrded by the bl!,nks. 
It is not suggested that these advances may not be fully secUl'cd, but 
ii is obvious tltnt they reduce the liquidity of the advances ns a 
whole. Provided, however, that such· advances do not constitute nn 
unduly Jnrgc proportion of the total advances, they clo not impail' 
the streugth of the banks. 

301. Premises and oilier roal cslato represent 2.14 Jll'I' cent. of 
the totnl assets, the variation between different banks being- from 
0.82 per cent. to 3.83· per cent. It is clear that, in the case of 
some of the banlts, these assets lrnvc been written-down to n tig'nre 
which ls· for bcJow their true ,1alue. ThiS p1·ncticc is cliscm.S!iecl: in 
thnt part of Chapter VIII. which relates' to "Inner 1·es<'r\'es ". 
Premises represent 12.73 per cent. of sha1·choldcrs' fnncls. 

Inme1· Reserves." 

302. 'J'hc informniion supplied to tlic Commission sl\o,vs that the 
inner 1·cse1·vcs of nil the bnnlcs at tlie date of the Inst p11blishcd 
nccount.s amount to approximately £22m. The assets, in l'cspcet. of 
wliioh these nncl other reserves l1nve been providccl, nrc valued in the. 
published accounts nt approximately £343m. 

303. 'l'hesc reserves:. arc not rcprescntecl· by cash 01• not-cs. 'fhcy 
arc, in effect, the differences between the cliscloscd and m1disclosc<T 
Yaluatious of certain assets. For example, they include provision 
for loss on aclvauces whic!l! nrc clo\Jbtful, and: interest wl1ich rna.v not. 
he 1·cccivecl. At tl,e elate of the lnst publishecl accounts, the aggregate 
clebts clne· l.o the trading banks amounted to approximately £302m. 
In· nddition, these reserves include provision for -the depreciation of 
investments valued, at the same <late at about £32,n. and bank premises 
mlucd at obout £9m. The inne1· reserves have been built up over a 
long period, extending, in -the, case of some of the banks, for • more 
than 50· yen.!'S, and in othci·s since their recovery from tl1e depres
sion or 1893. Om• inquiries liavc sho,vn that little bas 'been adclcd to 
aggregate inner reserves· since 1929; but that on the other hand some 
l1anks. }mvc drawn upon, thch• i·escrV'es since tho.t time. 

• Dls!!cnt hs tile Chnlrinnn unct lly )fr. Nixon, 

. 
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1l'1n.: CAl')'l'AI,, RESl':UVIB AND PROPITS 01" 'l'HE Aus·r1tALJ,\:,;:: •rnADING 

BANKS, 1893 TO 1936. 
:104. 'fhc position in 1936-wus thnt deposits nncl other linbilitics 

of the nine Anstrnlinn banks, amounting to approximntt!Jf £3H4m., 
wc•rc protected by assets valued, nceot·Uing to the bnlaneP-shct.>ts, 
nt £416m., and' by the undisclosed ot· inner .1·esl•t·vcs of thr banks, 
together with uncnllccl capital' nml reserve liability amounting to 
upproximntcly £3lm. T}w abiJity of the banks to· rt•HJizp ;1sscts 
without serious loss, or to rcllnco nclvnnccs without causing serious 
hardship, and u general clislocntion of business, would, of· com·sC': . 
depend to a very great extent upon conditions wJ1foh would, in turn, 
h1• mntorially nffcetcd b,Y central bank action. 

305. '11hc following table shows tile disclosed "R~tum 011 shut'<'

holllcrs' .funds nncl on capital" rcspcct.ivcly of the nine A11'itr;1li;m 

ti:11cli11g banks for the year 1936 ,-

ltWMJRN ON' SlIAREIIOl,DERS' FUNDS ,\Nl> ON (.'Alll'fAL nES[tF,(''rtVlt~r.v 
OF 'L'HF. NINE AUSTHt\LIAN TR1.\DING flANl\.S-T0,16. 

l'rnlll. 

--------i----+----1-----,----!----

J.>cr ec~t. I Per cont, 
'£he Bn.nk of .Adelaide 
Tho Dank of Australasin : : 
Thu Commercial Dank of' 

Auatrnlia Limited 
Preference .. 
Ordimu·y , . : : 

'l'ho Coinmorcinl Banking 
Company of Sydney fad. 

E11gtisl1, Scottish & Aus• 
tmtio.n Bnnk Limited .. 

Tho Nn.tionnl'Dank of Aue-
tmlnsia. Lirnit.cd 

Bank of Now South Wales 
Tho Quconslaml Natio11al 

Bank Limited 
Tl10 Union Dank ol ~\,;a: 

tralin.Limitcd 

£1000. 
~,270 
9,IG7 

O,,tGS 

0,100 

0,6-10 

s,4r.s 
J:i.(100 

2,629 

8,068 

68,705 

£'000, 
1,250 
4,fiOO 

:!,117 
2,000 

•l,730 

.1,000 

a,ooo 
8,7S0 

1,7!:iO 

£'000. 
;)8 

301 

Sii 
12,! 

2i3 

7l 

2.54 : 4.01 
3,29 6.11!) 

3.24 

!!.97 

3.30 

3,1!? 
3.12 

2.10 

4.00 
6.20 

a. 10 

7.40 

5.28 
5.:Jl; 

4.00 

4,000 

37,138 

I 6.70 
1----1---2-.0-0-r,+--3-_-05-1~ 

128 

• nciurn 011 Or1\lnnrr C111lltnl. 

(N'00'1:;.-"Shnrcl10lders' ftmils" is the 51111\ of c1ipitnl,, rt•sor\·<•.:, irn<l Ulllli.i• 
tribn!c<l.. ,profits nt the beginning of tho flnnnci1tl' yl',ll'. lt•~s n pyl'oprfation,;; for 
dividends, &c., mnllc ont of, .profits brought forwnnl.) 

li'or comparison we include a1so the rofovnnt figm·t.•s of the "bJg five", 
English banksJ for· the snme yenr-

The ., Big Fivo" 
1'.2581.--6 

. , £ll5,l46 £64,716 £9,60$ 8.34 14.8-t 
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306. 'l'hc purpose of n Savings ·Bank is to provide· for tho invOBt

ment of smnll savings; but a uscfol·dcvelopmcnt,.in .Australia, h.as beon 
the direction of a substnntial proportion· of these savings. into Joans 
upon mortgages of homes, forms; and the like. This form of invest-• 
mcnt is unsuitable for a trading bank, and in entering this field the 
Savings Banks, in scvctal. of' the States, have 1·endered valuable 
service to the community; but. us the demand for aecommodation has 
excccclc<l the supply, and, ns a matter of general policy, most of 
the Stntcs have established public institutions to nssist persons of 
moderate means to acquire 01· improve their homes or proportics. 

307. '!'he J111·gest of nil the Savings Banl,s is tho Commonwealth 
Saviugs Dank,. which opcmtcs in all the States. It is now the only 
Savings Dank in the States of New South Wales, Queensland, ancl 
Western Auslmlia, but in tlw.ot1,c1· States it is in competitiori•with the 
Savings Jlnnks operating under State law. 

308. TJ,c Snvfogs· Banks and other institutions operating under 
State low are ns follows:-

Ju, New Sontl, Wales-The Rural Bank of New South Wales, 
which compriscs-

(i) 'rho Rural Bank Department; 
, (ii) The Advances for Homes Department; and 

(iii) The Government Agency Department. 
In Victoria-'rhc State Sa,•ings Bnnk of Victoria, which 

comprises the Savings Bank proper, .and the Credit 
Foncicr Department. 

In South Australia-The Savings Bank of South· Australia, 
ancl the State Bank of South Australia, which comprises 
the Credit Fancier and the General Banking Departments. 

In Queensland~'.l'he State Advances Cor'poratiol), 
In •rasmania-Thc Hobart Savings· Bank,, the Launceston Bank 

for Savings, and the Agricultural' Bnnk of Tasmania. 
In Western Australia-The Agriculturnl Bank of Western 

Australia. 

The Commomvcalth Savings Ba"k of Australia. . 
309. Under section 35n of the Commonwealth Bank Act 1911-1932, 

the Commonwealth Savings Dank of Austr•lill' h•s power to carry on 
the general business of a Savings Bank. Cortain investments arc 
specified and authorized, including loans on tho security of land, 
nnd fixed 'deposits with the Commonwealth-Bank. The Cdtnmon
wcnlth Savings Bank considers that lt is prohibited from investing 
upon fixed deposit with other banks. The Statute leaves the r11,te 
of interest aud maximum amount on which interest is paid to be 
declared bY the bank from time to time. The p·1·cscnt rate is 2 per 

•• 
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cent. on deposits np to £500, and l¾ per cent. upon any cxeees up to 
£1,300,.exccpt in Queensland where•the maximum was raised to £2,000 
upon the ground that there· was no other Savings Bank in that State. 

310: Under the agreements made "ith the various State Govern
ments on the absorption of their Savings Banks, the Commonwealth 
Savings Bnnk is under some restriction with respect to the invest• 
ment of its funds. A percentage of any increase in the deposits 
received in the.States of Qucenslam1, v.rcstcrn Australia, or 'rnsmania, 
hus -to -be Jent to tire Government of the State to form part of its 
loan moneys under the Financial .Agrccm('nt. A nimilnr nt·1·1mgement 
with New South Wnles expired. at the end of 1986, 

311. Under the same agreements, the Bank's profits or losses in 
New South·Walcs nre shared with the Rul'lll Bunk, ml<rin Queensland, 
W cstcrn Australia, and Tasmania, with th11· Govc1·mucnt of the 
State. The balance of the Savings Bank's p1·ofits are then distributed 
equally between the Commonwealth Savings Bank's Rc.~crvc Fund 
and the National Deht Sinking Funcl. In 1935-36, the gross profit 
of the Commonwcaltlt Savings Bank was. £563,000, of which £229,000-
was-·paid to Stnte Governments or institutions, pursuant to the agree
ments referred to. Of the remainder, hnlf (£167,000) wns earrfocl to 
th6 Reserve Fund, and half was paid to the National Debt Sinking 
Fund on account of the Commonwealth Government's contribution 
to the fund. 

312. Its- association with the Commonwealth Bank enabl~s the 
Commonwealth Savings Bank to carry on its operations with a lower 
easl1 ratio than is usnnl in the other savings banks. On 30th June, 
1986, its balnncc-shect stood as follows:-

I.l.1bll\tl~. 

Reacrvo Fund .. 
Dopoaits. ~. 
Oth~r LiBb1litics 

£'000. 
2,2li1' 

.. 133,832 
5,fi06 

141,596 

£'000. 
eo;11, untcs, t'tl&lt bolnnccs. 

nml monoy ot. short cnll· 14,828 
Gonm1mc'nt Soeuritica. . . 89,780 
Sc-curitics oUluniclpnlitlcil 

nm! other public lio1lics 32,08G 
~fortgn~r .. , . . 2,045 • 
J..nndcd nml honso 

property . . J ,008 
Other nssclfl . . 1,232 

10.fJ 
03.;) 

23,1 
1.4 

0.7 
o.s 

141,505 100.0 

(NOTE.-A: C{Lpitltl' roserve of aboui £.'1,000,000, tnkcn o,·cr rrom tJ1c> Government 
Savings B4nk ofNo,V SOutb·Wnlos, isjD;cluded in° Other J,inbllitics ".) 

The money at short call includes some £7.3m. in tl'casury bills, and' 
taking ,t}1csc as. cash or liqui'd assets, the l'atio· to deposits is abont 
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11 pct• cent. Tl>is is much lower thnn tlrn·rntios for·the other •nvinh" 
banks in Ans!t·11liu, which range from 26 per· cont. to -31 per cent., 
but the Commonwealth· Bank is able to work on this low ratio by 
vh-tuo of its close association with tho central bank. For this reason, 
in dealing with tlie ratios mentioned; we shall l1ereaftcr exclude 
the figures of the Commonwealth Savings Bnuk. The Bank's loans 
oll mortgage arc a diminishing quantity. In 1931-32, the Bank 
ncquired, from the State institutions which it nl/sorbed, mortgages 
to the nmount of £2;659,000. By June; 1936, thc~o had been. reduced 
to £2,04li,OOO. 'l'he fact is that the Bank has never encouraged this 
class of business, although it assists the Rural Bank ot New South 
Wales by financing its operations, as provided by the ag,,ccmcnts 
under ,rhich tlic busiuess of the Government Savings Bank of New. 
8011th Wales was acquired .. 

313. In 1929 mu!· 1930; loans were made to various. "housing 
authorities" to enable them to carry on operations ·dnring the• period 
of depression. 'fhc, totnl advanced was £1,365,000. The Bank is 
not advancing on this account at the present time. There has been 
some overlapping with the activities of State institutfons, ancl the 
Hu.pk t·cgnrds this brnuch of its business.as no longcr·

0

neccssary. . 

The State Savings Bank of Victo,·ia. 
314. 'l'J1c State Savings Bank of Victoria is controlled bJ· 

Commissioners appointed by the Governor in Co11ncil, without 
limitation of tcm1rc, 'fl1c General Manager is appointed by the 
Commissione1'S with the approval of the Govcmor in Council. The 
Bank has no capitnl· apart from the reserves whieh have been built up 
out of p1•ofits. Repayment of the deposits is guaranteed· by. the 
Government of ,•ietol'ia. Fiscd deposits with bnnks are made for a 
period ·of two year.s and arc so spread that they foll due at regular 
intcrv•ls. P1·acticnlly nil government securities held by the Bank 
ni·e for periods of five years. Substantial sums held with various 
banks curry n low rnte of interest, and may be drawn against on 
demand.. The Bank is, therefore, well equipped to meet nny 
etnol'gcno~· thnt may arise. Of recent years, it ltns been the practice 
of the Bnnk to make to the Victorian Government nu annual rebate 
of interest. amounting to £100,000, which is equal to about ! per cent. 
per annum on the loans made. to· the Government. 

315. Tl1c Bank is conducted in two departments, ,;amely, the 
Savings Bank and the Credit Foncier, which present separal!• 
accounts of their transactions, The Savings Bank Department 
engages in the ordinary· business· of' n Savings b8nk0

• It invests to 
- a certain extent in loans upon fixed mortgage, and to: a much greater 

extent in the dclicntnres and· stock of !lie Credit Foneicr Department. 

i t 
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'!'he Credit Foncier Departmept obtains its capital by the issue or 
debentures and stock, of which about 60 per cent. is held by the 
Savings B11nk Department, and the balance by the pnblfo. 'fhe 
fnnetion of the department is to lend" the money raised in, this· way 
u11on o system of repayment by regular instalmcnts,covcring principal 
and interest, extending over a long pc1-iod of years. 

316. In the Savings. Bank Department, the deposits on 30th June, 
1936, were £64.4m. The Reserve Fund stood at £3.0m., whicl). together 
with an interest fluctuation account, and undistributed profits brought 
the total of the reserves up to £4.lm. The funds in this department 
were held as follows :-

Calb.011 band nnd at bn.n.kors nnd fixed d(lpoaite v.ith other 
bank.a . . .. • 

Govcrnmont aeeuritil'a .. 
Soour:it.sca of publlo bodies . . , . 
Credit foncior dobcnturea and etock 

.. 
.Mortga.gc sccurltie.'I, &c. 
PremiBce 

£'000. 

:?0,139 
29,868 
3,078 

13,002 
J,717 

000 

60,752 

l'ereent.A11e 
ot'l'ot:al 
"8d11, 

28.9 
42.8 
G.7 

18,8 
2.4 
1.4' 

100,0 

Tho balnnce-shect of the Credit Fancier Depnrt.mcnt nt 30t.11 .Turn•, 
1936, shows debentures and stock with interest to date at £21.5m., 
including l;'l8.lm. held' by the Savings Bank Department. There 
is a depreciation fund of £290,000, and n reserve fund of £537,000. 
'rho funds in this department at 30th June, 1936, were ltelcl ns 
follows:-

Mortgago oocurities, &o. . . . . . . . . 
Caab on band and nt ba.nlu>rs 11ntl on fixed doposlte ,vith 

otherbn.nk.a 
O~berae,cta 

Totnl .. 

£'000, 

21,680 

1,().17' 
30 

115.2 

4.8 
0.2 

100.0 

'l'he extent of the actiVities is shown. by the following figures:
Farm loans £4.6m., House and shop loans £11.2m., Housing aud 
Reclamation loans £5.2m,. Tho rate charged upon loans is 4¾ per cent. 

317. The Credit Foneior Department was originally established 
to provide long term capital for the purchase and improvement of 
farms. Its activities hSve been greatly extended, and substantial 
assistance is. now given to home builders. Waste land clone to the 
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City of Melbourne has, by the pepartmcnt's operations; been 
c,onvcrtcd into n "garden city", and a subul'bnn Council Ju,s been 
financed in the building of dwellings to replace dilnpidnted l1omcs. 
J,11n·m loans, which arc for a maximum pcl'iod of 31½ Years, aro.lim.ited, 
by lnw, to £4,000, nm! cannot exceed 75· per cent. of the valuation. 
Conditions vnl'y for loans. on dwellings and shops. The maximum 
oo.~t of n house in respect of which nu advance is mndo is £1,300. 
'l'he maximum terms nl'e from 29½ to 22¼ years. Special provision 
is made for persons with incomes not exceeding £400 per annum, to 
whom !onus nrc mndo· up to 80 per cent. of the value of 1,omes 
they wish to aeqnh-c. • 

318. 'l'be· rate of interest in the Savings Bank Dopartment is fixc,l 
from time to time by tbe Commissioners with tl,e consent of 
the Governor in Council. The present rate. is 2 per cent.,. which 
is pnicl upon <lcposits of £1 to £1,000, b\lt this limit does not 
upply to friendly societies. The policy of the Bank is to offer 
a rate of interest upon call dfposits which is lowe1· than the twelve 
months deposit rate of trading banks. The Bank can also accept 
fixed deposits up to £1,000, at a higher rnte of interest, but it· 
is not nt present accepting fixed deposits. 

Sa.uings Bank of So,.tl, .1l11st>'a!ia. 
:na. 'l'he Savings Bank of Sollth Australia is controlled by 

'l'mstecs awoiute<l by the Governor in Council for a term of six 
yc111••• and l'otiring in rotation. The Bank has no capital, apart 
from ils reserves. In the event of its inability to repay its 
deposits, the Treasurer of the State, with the consent of the 
Governor, is authorised to pay the deficiency out of the general 
revenues of tho-State. By virtue of this provision in its Statute, 
the Bank announces that it is guaranteed by the Government. 
On the 30th Juno, 1936, the liability to depositors wns approximately 
J.'22.6m., ancl the total of its Reserve Fund, Special .Appropriation, 
nml undistribnte,1 profits, was £1.7m. The funds were· held' nt 
t.J13t time as follows:-

Cl'sh 011 bantl' nnd nt lmnlu~rs nnll on fixed dcpoalt with 
othl'l' bttnks , . .. .. ... .. 

Government securilics - .. 
OU1cr sWCk, debentures, &c. , , 
Morlgago lon.nfl . . . , 
Jntt1re.,t accniod on forcstmcnts 
Other nSM!ts 

s:ooo .. 

5.887 
121820 

612' 
6,633 

245 
101 

24,tfos 

l'uccnla1te 
orTot.nl 
At.let& •. 

23,9 
ao.1 
2.1 

22.6 
J.0 
0.4 

100.0 
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320. Tho Bank pays interest upon deposits from £1 to £1,000; 
but the limit does not apply to Friendly Societies and Building 
Societies. The Statute provides for an interest rate, which is ru:ed 
for each financial year shortly before the cud of that yea,•. 'l'bc 
'l'rustees arc authorized· to carry to reserve not more than one-filth 
o! the profits, and arc required to distribute tho remaincler in 
tlio form ol' interest tq the depositors. Generally, the rates have 
boon higher than those paid by similar institutions. l!'rom 1926 
to 1930, tho rate was 4¾ per cent. on deposits up to £500, an<l 
4¼ per. cent. on the excess over £500, from 1927, when the 
limit was extended up to • £1,000. Fol' the two years ending 
30th June, 1936, the rate has been 2¾ per cent. on all deposits 
up to tl1e limit allowed, except for the year ended 30!11 Jnnc, 
1935, when amounts over £500 bore n rate of 2! per cent. 

Hobart Savings Bank. 

321. The Hobart Savings Bank is under tho management of 
a General Committee,. which elects half-yearly six of its mem!,crs 
ns an Executive Committee. 

322. Deposits on 31st August, 1936, were £2,994,000, and the 
total of' the Reserve Fund and Profit and Loss Account was 
£212,000. At that date the funds were lield as follows:-

Cnlh on ho.nil t1.nd at lia.nkcrs o.nd on fixed dopoeit with 
othor banks . . . . 

Commonwealth Government BCCluitie~ 
Securities or tnunlcipalitics and public bodies .. 
Lonns on mortgngc .. 
Othoro.MOta 

Total 

S~6 
1,270 

801 
GSO 
30 

3,210 

26.8 
30,R 
11.SI 
21.ff 

1.8 

100.0· 

•Interest at the rate of 2! per cent. is paid ou deposits repayable 
on demand, and at 3 per cent. on deposits· fixecl for twelve 
months. The maximum amount of deposit on which interest is 
paid is £300. 

32$. Loans on mortgage· ·arc made to nppl'oximntely 60 per 
cent: of tl;e Bank's valuations, for periods of, three years, but 
mortgages are allowed to remain overdue on expiry so long 
as circumstanees arc conside1·cd satisfactory. .Assist...-i11ce is- given 
for the purchase ,of l1ou.scs· and farms. The rnte of interest 
charged· Oil mortgage loans is 4,1 JlCr cent. 
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La,mcoston Bank for Sa,v;ngs. 

324. 'l'hc Launceston Bunk for Savings is controlled by n 
general committee of thirty members, nppointecl by a ,Tudg,• of 
tho Supreme Court. This Committee elects half-yearly seven of its 
mcmbera ns an Executive Committee. Deposits in tht~ Bank on 
31st August, 1936, amounted to £1,944,000, aucl the total of its 
reserve and undistributed profits was £173,000. On that date the 
funds were held as follows:-

Cnah on lmnd nnd nt bankers and· on fixed deposit with 
other bnnke . , , , . . . . . . 

Commonwealth Government securities 
~funfoipnl securities 
LonnB on mortgage .. 
Otlior MSets .. 

•row.I 

£'000, 

:i00 
950 
126 
405 
22 

2,123 

l'erccntm;e 
ofTot:ll 
Jisso~. 

2604 
44.8 

5.9 
21.9 
1.0 

100.0 

The rate of interest paid is 2¼ per cent. on current accounts and 
3 per cent. on deposits fixed for twelve months. These rah::- are 
fixed half-yearly, on the basis of the Bank's profits. The maxim\Jm 
deposit on whioh interest is paid is £300. 

325. The rate of interest for mortgage loans does not at present 
exceed _41 per cen'.. Home builders are assisted, loans being made for 
a ma::amum of sn;: months;. but the mortgage is not disturbed if 
conditions arl' satisfactory-in fact, some mortgagrs have bren in 
existence for 40 years. 

Savi11gs Ba11ks 1926-1936. 
326. 'J'able 23 in tlic Appendix shows the inovement i~ the funds 

of tho_ Savings Ban~rn fr~m 1026 to 1036. During tho first three years, 
dcpos1ts rose steadily from £1_96111. in 1926 to £226111• in' 1929. In 
this period the ratio of total cash, Treasury-bills and deposits with 
banks and State Trcasm·ies, to total deposits was allowed to fall 
slightly, but this was not characteristic of every bank. 

327.•After 30th June, 1929, tlw deposits began to fall. In 1929-30, 
the total fell from £226m. to £218m. The reduction was substantial in 
all ,the States oxeept W cslern Australia, where there was a ~light gain 
and Queensland and 'l'asmania, where the loss was insignificant. ' 

328. The effect of the withdrawals during this period is shown in 
Tab!~ 23 in. the Appendix. Speaking generally, the banks stopped 
lcndmg; but there was, on the whole, little realization of seem,ities. 
'J'he £Sm. withdrawn by depositors was taken from the cash and the 
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tlcposi!B with other banlrn, and also, to the extent of £1.41n., from 
tile deposits with State Treasuries. The result was a definite fall in 
lic1uidity. 'l'he aggregate ratio, excluding the Commonwealth 
Saving Bank, fell from 20.11 per cent. to 16.87 per cent. In the 
State Savi11gs Bnuk of ,v cstern Australia, the ratio was allowed to 
foll from 11.86 per cent. to 7.61 per cent. The fall was not due to 
uny withdrawal of deposits, which increased by £93,000. 

329. In 1930-31, as the depression developed and spread through
out the community, the rate of withdrawal of savings bank deposits 
was naturally ucccforatcd; but a contributing factor throughout thl' 
Commonwealth was the su.bseriptiou to internal loans, in the latter 
part of 19:Jo. For instance, in the Government Savinb"' Bank of 
New South Wales, the Commonwealth loans accounted for With
dmwuls of at least £1.2m. in, July and £1.Sm. in December, 1930, 
and in all probability tl1t• withdrawals in other States were corrc
spondingl~· large. On 30th ,Tune, 1931, the total deposits had 
fallen from £218m. to approximately £194m., a fall of 11 per cent. 
In New South Wales, the fall was about 15 per cent.; in Victoria ancl 
South Amstrnlin, it wus about 10 per cent. In Queensland, "\Vcstern 
Australia, and 'l'usmnnia, it was less. 

330. On 22nd April, 1931, the Government Savings Bank of Nell' 
South Wales suspended payment, nncl was subsequently absorbcn 
by the Commonweal.th Savings Bank. 'l'lw circumstances attending 
the failure are eonsiderecl in greater detail later in this chapter. 

331. 'r!1e total reduction of savings bank deposits in 1930-31 wa.s 
£24m., and in order to meet this, upwards of ·£10m. was token out 
of cash and deposits, and to provide for the balnllce, securities wcrC' 
realized to the extent of about £12.2m, 1l'hc principal movement:-. 
ju Uw cash items were that the deposits with the trading banks 
were reduced by £11.Sm., ancl the deposits with the Commonwealth 
Bank ine1•cascd by £2.3111. There was a reduction of £1.4m .. in the 
dcpostt.'., helfl with the Governments of Victoria and South Australia 
b,v the Savinb"' Banks in those States, and an increase of £700,000 
in the deposits by the Government Savings Bank with the Govern
ment of New South Wales. The principal item in the realization of 
investments was the sale or repayment of Government stock to the 
Yalne of £10.4m. By 30th June, 1931, the aggregate ratio, ei'ccluding 
the Commonwealth Savings Bank, of cash, Treasury-bills and deposits 
with banks aud State Treasuries, hacl fallen to 15.75 per cent. 

832. In 1931-32, notwithstanding the anxiety arising from the 
fnilnre of the Government Savings Bank in New South Wales, th,• 
position was improving, except in "\V'estcrn Australia, where the State 
Siivings Bank got into cliffieulty, and: wns absorbed by the Common• 
wcnlt.h Savings Bank. The main cause was the illiquid' position of the-
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Bank itself but there is no doubt that tJ10 failure of the Government 
Savings B~nk of New South Wales added to. its dilllcuUies.. The 
l'atio of cash and bank deposits to its deposits had been allowed to 
fall to G.31 per cent. on 30th June, 1931, and it had no. reserve to 
meet contingencies. 

333. On 30th Juno, 1932, t)10 total savings bank deposits Imel 
risen by £4.6m. to £198.5m. and the liquidity had improved. Sin~c that 
dnto, tho deposits, l1ava risen year by year until, on 30th June,.1936, 
they reached £225.Sm., which is only about £500,000 less tl1an the 
point. reached in 1929. On the 30th June, 1936,. the aggregate ratio 
was 29.82 per cent., which is higher· thny. before the depression. 

334. At 30th June, 1086, as compared with 30th June, 1929, there 
hns been some rc-nrl'angcment of the investment. 'l'his is due· partly 
to the absorption by the Commonwealth Savings Bank of two State 
institutions, and partly to other causes. Tho Commonwealth Savings 
Bank holds deposits with the Commonwealth Bank, and Trcasury
bills, nnc! in l'cccnt years some of the State Savings Banks have main
tained deposits with the Commonwealth Bank. The amount held by 
tho savings banks upon deposit with the trading banks has fallen 
by £Gm. Their holding of Australian Government and other public 
seeurities has risen by nearly £12m. to approximately £185m., and the 
loans on mortgage have fallen by £1.Sm. 

835. 'rI,e following table shows the total of the mortgage. loans of 
tho savings banks at various dates from 1927 -to 1936, and the distribu
tion in urban and rural districts. The mortgage loans of the Credit 
Foncicr Department ·of the State Savings Bank of Victoria. arc not 
included in this table:-
SAVINGS BANXS--AUSTRALIA-DISTRIBUTION(o) OF MORTGAGE LOANS 

. BETWEEN URBAN AND RURAL DISTRICTS. 

30th J"nne, 1027.(b) 30111 .l'unc, 1931.(b)• • :10th June, 1036,(b). • SOU1 June, 1930,(b} 

Urban .. 
Rum! .. 

Totnl .. 

l'cr
Amount.. ccmlngc 

o/TotaJ. 

£'000. 
7,783 78.8 
2,080 21.2 

9,872 100,0 

Fer
.Amoun~ cenll\ge 

,o!Tot.'IJ, 

£'000, 
o,om 77.G 
2,041 22.0 

11,732 100.0 

·£'000, £'000. 
7,887 70,2 7,902 . 
2,460 23.8 2,458 

10,350' • 100,0 • 10,420 

~Zl x;~!tt1~~~1~r IlobMt Srw!DgS Dank 11,nd Lnunceston Dnnk for Savtngi1. 

State 01· R,i~al and Agric1tlt11ral Bwnks. 

70.4-
2 •. 0 

100.0 

336, These State institutions differ widely in constitution and 
functions.. The State Advances Corporation in Queensland and the 
Agricultural Bank in Tasmania arc, in efl'ect, State Government 

... 

. 
'l 
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Departments, chargccl willi tl1c administration of 1mblic moneys 
ndvnnccd for various purposes, I.Jut 11rincipaJly for assisting rural 
industry or the building or buying of homes. 'l'hcsc State activities 
m·c analogous to those· wl,ich in other States arc under the 'direct 
control of the Executive Government.. The Agricultural Bank of 
We.stern Australia is in much the same position, It is concerned 
with the administration of funds 11rovided out of the proccccls of 
government loans; 'l'he State institutions which arc engaged in 
banking, are the Rural Bank of New South Wales ancl the State 
Bank of South A11st1•alia. 

R,iral Ban le of N cw So1ith Wales. 

• 337-. 'l'hc Rural' ·Bank of New South Wales was establishecl in 
1933 to take over the Rural Bank Dcpal'tmcnt and the Atlvauccs 
for Homes Department, which were carried on by the Government 
Savings· Bank of New South Wales· up to the time of its suspension 
in April, 1931. It is eontr~llcd by three Commissioners, appointe<l 
by the Governor in Council, who nrc 1·cquircd to devote the whole 
of their time lo !heh· duties. 

338. Provision was mndc in the amalgamntiou agreements, to 
assist the Rural Bank, which up to that time had depended vcr)' 
largely upon funds supplied by the Govcl'lltncnt Savings Bank, Under 
the first agreement,. the inscribed stock of the Rum! Bank Department, 
which was then held by the Savings Bank Department, was cancelled, 
and, in lieu thereof, inscribed stock nnd debentures of the Rural Bank 
wQre issued to the Commonwealth Savings. Bank. 1rhe amount 
involved was £l4m. At a later stage, the· Commonwealth Bank agrce!l 
to-give further assistance. Under the scconcl agreement tlic current 
and fixed deposits held' by the public with the Rural Bank were taken 
over by the Commonwealth Bank, the deposits held by the Rural Bank 
with certain trading banks and tl1e State Treasury were transferred 
to the Commonwealth Bank, ancl inscribed stock and debentures or 
the Rural Bank, representing the difference between these assrts and 
1i'abilitics, were issued to the Commonwealth Dank. 'l'J1c amount 
issued under this ngrccmcnt was £10m., malting in all £24m. under 
the two agreements. Subject to any ng1·ccmcnt· whicl1 may be mad<.• 
for an extension, this stock is redeemable by 40· lialf-yearly payments 
commencing on 80tl1 November; 1936. Thero ia a spceial provision 
with respect to the rate of' interest, which is 1 Jlcr ccntum above Uw 
highest rate allowed by the Commonwealth Savings Bank 1.o its 
depositors during the half year. The p1·esont rate is therefore 3 per 
cent. per annum. Under the terms of the nmnlgamntion, the interest 
which the Rural Bani< allows to its depositors cannot exceed the rate 
wllieh the Commonwealth Bank allows for deposits of the same class. 
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339. 'rhe business of the Rural Bank is transacte<l in separate 
departments, which present separate accounts of their transactions-

(1) The Rural Bank Department carries on the business of 
hanking, that is, it receives deposits for a fixed term ol.' 
on current account, aml lends ~or n. :fixed term• or by 
way of overdraft. But the advances are restricted to 
agricultural and primary produC!ers. and individuals. or 
societies engaged in or associated with rural pursuits. 
The Bank does not encburage borrowers who merely 
require fi&cd Joans. It gives preference to customers 
who borrow on overdraft, with or without a fixed loan. 

(2) 'l'hc Advances for Homes Department lends money for 
tlie building or buying of homes upon mortgages.of the 
Jund. 

(8) '.!'he Government Agency Department administers funds 
entrusted to it by the Government of tlie State. 

340. 'l'hc balance-sheet of the Rural Bank Department for 30th 
June, 1936, is as follows:-

LrAnrr.zTZEf.>, 
£'000 

Stock 1uul dclieul.\u·cs-
Commonwcalth l3a11k antl/ol' 

Commonwealth S,wings 
Ilnnk . . . . 12,760 

Otlwr issue$ 1,2-13 
Ut!SUl'VC F1111tl 094 

S1~inl Resen·c Account.. C\13 
Deposits, Fb:cd 68 

Current AC<:Onnt . . 000 
Other liabilities 415 
Due t<, other deJinrtm<mts . . 120 
Guarantee mul other funds . . 80 

16,979 

£1000 
Cash on hand hlHl nt bankers l'iOO 

Invcstmcnts-
Commo11wcnltJ1 Govem-

ment sccurUfos 543 
Other i-ec-1.n'itics. '7g, 

Ueservc li'uu<l invcstmcnts-
Commcmwenlth Govern-

ment sccuritfos 51}6 
Other RCCtffitics 00 

Due by other departments . . l 4 
Loans and ntlvnnccs to eus-

tomcr:1. . . 14,563 
S11mlry debtors nnd' other 

11ssets .. 
Dnuk 1n•cmh1es . , 

172 
442 

£10,979 

341. 'r11e proportion of long-term loans is about 40 per cent. of 
the total loans and advances. to customers. The rate of interest is 
4½ per cent. on all advances, with the exception of those to some 
co-operative and rural societies, which pay 4:} per cent. 'l1he niain 
factor which influences the rate charged by the Rural Bank is the 
,·ate payable upon the stock held by the Commonwealth Savings Bank 
and the Commonwealth Bank, which, represents 75, per cent. of the 
total funds of the Rural Bank. '.!'he margin between the interest paid 
on this stock and the interest which the Bank charges is l½ per cel)t .. 

SAVINGS ANO S1rATE BANKS, 

:!42. '!'he baluuce,shcct of the Advances for IIomcs Department 
on 30th June, 19:!6, is as follows:-

LIADILITIEB. 

£'000 £'000 
Stock a11d ddumtur.cs- Casli on }nuul :rntl iit bnnk~rs 212 

Commonwcultb· Dank uml/or Commonwenlt11 Government 
Commonwealth S1Lv0mg~ • securities 74 
Dank . . . . l0,-141 Ucsorvc Fund investments . . 622 

I ,fJ22 Other Sl.-cnritics .. 110 Other isimcs 
Reserve F'11nd 710 Loans and mlrnnct?s to 
Due· to oilier J)cp11rimcmts 
Ot11er Linbilitics .. 

16 customers 12,673 
843 

£13,041 £1:i,641 

'!'he interest charged hy the Advances for Homes Depa1·tmeut 
is 4-½ per cent., except in the ease of loans made out of money provided 
by the Commonwealth Savings Bank under the Conunonwcallh 
Ho11sing Act 1927, for which the Bank pays 3½ per cent., and charges 
4¾ per cent. 

State Bank of South Aust1·ali,1. 

343. 'rI10 State Bank of South Australia is .controlled by a Boa1·cl 
of five members appointed by the Governo1" in Council for a 
term of five years.. It was established under the State Ad-ua,w,s 
Act 1895, as a. mortgage bank upon the Credit Foneicr prineipl<>, 
but its activities have been extended from time to time. 11, is 
entrusted with . the administration of public funds provided for 
a variety of purposes; but, for the purpose of our report, we :ire 
concerned only with the General Btmking and the Credit Fonri1•r 
departments. 

344. The General Banking Department was established under 
the Bta,te 1Ja11k Act 19251 which gave the Bank power to carry on 
the. general bnsine~s of banking, subjeet to a limitation which is 
implied in the provision wllich authol'izcs it to make advances, to 
individuals and· associations engaged in rural or prjmary production, 
or in activities concerned with the processing or marketing of 1•1n·al 
products. 

On the 30th June, 1986, the capital was 
But there was on deposit with the State 'l'reasm·,· the 

unexpended balance of an advance of £500,000 mnonnt
ing to .. 

.£ 
3,476,2R~ 

404,240 

3,072,043 
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1'his capital lrnd been provided by inscribed stock, deben-
tures nnd ruortgnge bonds held by

(<>) 'l'he Government or the State 
lb) 'l'hc Snvinbo; Bank of South Australia 
(r) Other ilnnneial· institutions and tlie general 

public 

In additio11 to the capital account the Bmtk had-
Bank Reserve Fund .. 
Bank Redemption Fund 

2,132,960 
200,000 

739,083 

3',072,043 

27~725 
67,118 

343,843 

The tot.ii of the.st.• rc.scrrc .funds iG Urn bahwce of nccun1u]ate~ 
in !he C'rcclit. l•'oncicr Department (£430,087) less accumulated losses 
in the General Banking Depnrtmcnt (£86,2,14). 'fhe form in which 
the acuounls art' presented crcntcs some difficulty of interpretation 
11ml 11H'y wonl<l be cnsicr to follow if transactions between th~ 
difl'.l'rent t.Icpartmcnts were cl(>Ul'ly indicated, and· if similar terms 
were en1pJoyf!d for similar items in tho dcpilrtmentnl and t}ic combined 
necon11ts. 

345. 'l'hc ca1iital employed in the General Banking· Department 
is £2,00~,000. At 30th ,June, 1936, the current and fixed deposits 
wore £4a0,000 from the public nnd £107,000 from the other· depnrt.
mcnts. Cash and fixed • deposits with other banks amounted to. 
£129,000. Tito debts due to the Bonk were £2 338 000. The advances 
in ~his depm·tnw11t. m·e upon overdraft; b~t if; is possible for n 
eustomer to arrange for a mortgngc, which covers: a fixed loan :from 
the Crcclit Foncier Department nnd an overdraft from the Bankin" 
Dc1iat·!me11t. The 1·11tes charged· upon overdraft allow a. margin of 
2 per cent. to 2½ per cent. above the cost to, the Bank of its onpital 
funds. 

346. '!'ho Credit l>oncicr Depn1·tmcnt cmploys·a capital of approxis 
matcl~· £1.000,000. Its balance-sheet on 30th June; 1936, sl1ows-

A1lv1t1t<'<'~ 011tstn11di11g . . . . 
T&ss in!'!fnhmmts du(I nnd o"tstnnding 

£ £. £ 
4,861,008 
3,7S1,470 

}l1ope1 tics 10,crtcd to nonr<l . . . '. . . . . l,o~::::,~ 
Sundrv Mt,tors !or nrrcars of principn1 nnd iurorcst nnd 1nsuro.nce• 107 000 

'!1110 Credi~ _Foncict· !oans to Primary Prod~cers' Department' is a 
~·cc?nt_ addition, and 1ts h·ansactions np to the present a1·c relatively 
ms1gmficant. 

. 
'•. 
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STATISTICS. 

347. 'l'bc following tables gi\'e aggregated figures fot• the Rural 
Bank of Now South Wnles (Rural Bank ,Department and Advances 
for Homes Deportment) ; the Credit Fonciel' Department of the 
State Savings Bnnk of Victorin; and tho Stnte Bnnk of Sontlt 
.Australia (General Banking Department an<l the Credit Foneicr 
Department) :-

TIIREE RURAL Oil CRE!llT ~'ONC!ER DANKS-AUSTRALIA. 
Aoon.F.OATF'.S 01-· l'lllNCll'AL LLUJu.m.&8 .. um J\BBETB A'{' 302'1! Jv:m, )020, ro 10:io . 

Llnl,llltlcs. ,\ll!Ot.s. 

At 30th June-
Dobt:ntur~ 1mll Lonnsnml 
oU1nSccurltlts Dep011/Ls.• At.lv.1nct~ 

OuLstantllng. o,uatuntlln~. 

£'000, £'000 .• £'000. 
1020· .. 31,927 5,002 3/i,830· 
1927 M,741 0,714 40,102 
1928 38,sa 8,017 46,674 
1929 .. 43,730 9,307' 01,406 
1930 48,Ili2 10,0!?5 67,352 
1031 ,,1,135 ll,644 66,638 
1032 .. lf-11601 661 54,379 
1933 52,847 437 52,336 
1034 .. 50,000 8ll7 r,o,846 
!03G 01,107 1,113 50,020 
J93Q .. 50,033 l,Gl-1 51,072 

THREE RURAL OR CREDIT FONCIER BANKS-AUSTRALIA. 
A;aanroA.TES OF l'R.INOit>AL LtADILl'l'IE8 AND AB8ET6 Ai' 30Tll JUNE, 1030. 

£'000 £'000 
l. Dcbent11rCJ nnd other securities outsto.nding-

(a-} Rcld, by Stntc 'frcn.sury 2,133 
{b)· Held by State Savings Do.nk, Commonwealth 

Dank, or Commonwealth Snvings Dnnk . , 30,483 
(o) Held by publlc 12,017 

Total• 
2. DcjlOsit.a by the public• 
3, Reserve funds 
4. Lonns o.nd ndvnnces outstanding .. 
5. Gavcrnmcn~ and otl1cr securities held 
0. Cnsh in hrmd nnd bnnk deposits .. 

60,033 
liG14 
3i242 

61,072 
2,063 
11B07 

Dcp;~~~~t~f·t~!P~~~tt~ g~lJfr~l~o:t~in~t~str~f/~rtmcnt· with Gencrnl Dnnklog 

Of the total loans and advances of JJcarly £52m. outstanding at 30th 
June, 1936, it appears that slightly more than half was owing by 
borrowers in rural atcas. • 
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348. Duriug tho you1• 1931, two bunks, and one institution which 

ear1·icd on some banking activities, suspended payment. The Govern
ment Savings Bank of N~w South Wales. susiiended payment on 
2:Jrd April, 1931, the Primary Producers' Bank of Australia Limited 
011 24th August, 1931, 1111cl tho Fcde,•nl Deposit Bank Limited on 4tb 
8cptembo1·, 1931. 

Govermuent Saving,.-; Bm1k, of New 801tlh lValcs. 

:w1. Dnl'ing-th<' year ended 30th Juno, 1930, withdl'llwnls oxcccclcd 
deposits, but the net" 1·ecluction, after crediting iutcrl'st f.01: the year, 
,vas not sufiicicnt to cnuse uny R}>prcheu8ion. In ,luly> 1930,. deposits 
wm·o reduced by £2.5m., a large part of the withdrawals, estimated 
ai £1'. Him., bclug invested iu the Commonwealth loa11 tlosing towards 
t,lic end of t}mt month. Further reductions occurred h_i August, and 
on a inuallcr scuki in Scptmnber. 'fowarcls the cml of the ]attcr 
mOnth, 11 State. clcc.t.ion campaign commeuced, mid in tlie· com•Sc oi' 
that campaign, statements were· made bf candiclntes, nnd in political 
allvertisements, us to the rcsntts. whieh would follow a victory by the 
]Jabour pnrt.,·, and these created alarm in the• minds of depositor$. 
'l1he net withdl'llwnls for Octobc1· were npproximntQly £1.5m. Af:te1• 
the election, at which the Labour party was returned, withdrawals 
continued, but not at. the previous high rate, and it was concluded 
llmi most depositors who lrntl been feal'ful for their deposits· had 
:wtcd befol·o the election. 'l1he withdrawals. for December, however, 
wm·e very large, the net dccrm1sc exceeding £2.5m., but ncnrly £2m. of 
tlmf, 1mwmrt wt1s withdrawn .for investment jn the Commonwealth 
loan which clos('d during that month. ln Janmu·~· and Fobrnar,r, 
the withdrawal:-; continued to exceed deposits, t110ugh on a lower 
scah-. In the latt.c-t· month, the State Treasury defaulted in tile pay
ment of intcrc~t duo to t.lrn Bank on its investments artd deposits, nnd 
failed to comply with a request for the repayment of so1mi of tlH' 
cull tlcpo:-;i1:s. B:-,· i,ome means thcs(~ facts became known ancl were 
publi:ilicd in thl" press, and lctl uaturall~~ to a revival of the fears 
which tlw election campaign had started months before. .About the 
-.;mw 1,iuw Uu.• State Government put forward finnncial proposals 
which so llll!rr,isNl the .ilarm of <fopositors that no rc-assnl'ance given 
hy tJu• ]3nnk ('onld alh1y iL Dm•jng. 1\Jarch, withdrawals excecdCcl 
cfoposits b,1· a1,1n·oxim11tely £2.5m. Towards the end of March, the 
State defaulted in tlic payment 0£ interest to British holders of New 
8011th ·waJcs Government stocks, and this increased. the m1Cc1siness of 
depositors and led to a l'Un on the bank. Between the 1st and 22n<l 
April, t.hc excess of withdrawals ,over deposits amounted to about 
£4m. of which £1,6781000 was wit.1Hlrnwn ,on 22nd April. The Bank's 
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cosh resources then being exhausted, there wus no ulte1·nutive but 
lo suspend fnl'thcr J>ll)'IIJCnts, nnd it was elose,l to business after 22nd 
.\JH'il, 1931. 

iHiO. 'l'lw l'ollowing table shows the wUhdrnwals from the Common
wealth Savings: Bank, the Government S11vings R:mk of New South 
'\Vales, and .ill other ~;wings banks resp<>ctivcly, during the ;vcar ended 
30th ,June, 1931. • 

ALL SAVINGS DANJrn. 

1,;M'P.Si-oP \Vnmm,,w,1,r,s 0\'Elt J)1-a•os1·rs, Jm,\", 10:10, TO ,lma:, 10:n. 

n~xcluding deposit interest nddc(l OU 30t1l J,llllC, 11131.) 

Commonwrnlth !'!nvhll(il Government 
Jlnnk. s.wlnsi< All ou,rr 

l!~ILk of Savlnp, 
X(.'11·Sont!I JJ1111k~. 

'J'ulnl. 

lncreMo, Urrre11.$e, Wrilc..~. 

£'000, £'000. £'000. £'000. £'000. 
1830-

,July l,487 :!,{ifiO 2,525 6,662 
Augnst .. 55 528 16 598 
Sopt,ombl•r :?Oa 417 210 37a 
October :?117 .. 1,472 478 1,0thl 
'.Novombcr ;J(H) 885 900 2,JM 
Dccl'mher 2,028 2,li94 ·1,731 o.:m:1 

10:n-
,fo.nuary 203 004 278 l,lW 
l!°'obrunr:,• r,2 832 86 900 
Jfnrch 848 2,420 185 1,767 
April :: 1,385 4,086 801 3,501 
)lay nntl ,f\1110 26/J •l,082 l,748 3,006 

2,793 4-,550 17,409 11,UOfi :n,101 

l)oposit~ :10th ,hme, 1930 
<lcp~ilR 

liO,O!iO 70,033 07,409 218,092 
E-xce~s of wHIHJniw11ls on1· 

31,101 for ycnr ended 30tll ,June, 1931 .. 1,757 17,•lO!I II,91i5 
Percent.ago of oJ<ccss of withdrn.wnfa to I 

24.73 12.:?8 14.30 dopositi. :meh Jmw, 19:fO ... 3.51 

351. It is clear from this table that during this period thet·e 
was a general tendency towards the reduct.fan of savfngs bank 
deposit~ throughout Australia. To some extent this was due to 
the depression, which eom11elled depositors tQ use their savings. A 
furth01· part of the. reduction is accounted for by investment in tlw 
Commonwealth loans which closed in July and Decembet·, 1930, Hnl 
in the case of New South Wales a large proportion of the 1·eductio11 
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mu.st bo attributed to the apprehension. caused in the minds of 
depositors by the circumstances previonsly described. 'l'he net 
reduction in deposits for the year (excluding deposit interest added 
011 30th JU11c, 1931), in tho case of all other savings banks in all 
States, was approximately 12 per· cent., whereas in New South Wales· 
iL was approximateiy 25 J>cr cent. It is evident that con.sidernblr 
amounts d1·aw1i from the Government Savings Bank of Now Sonth 
Wales were lodged with the Commonwealth ~,wings Bank, where 
the not reductioh was only 3.5 per cent. 

352. The Commissione1·s. of the Government Savings Dank of 
New South Wales fully appreciated the situation. Ju early as 
Oetober, 1930, they· informed the Board of the Commonwealth-Bank 
that they anticipated something in the nature 0£ a run on the Dank 
towards the end of that month, and inquired' if the Commonwealth 
Bank would come to their assistance if neeessa,•y, and to wJ,nt estcnt.. 
It wos indicated' in the reply that the request was then too nebulous 
to be dealt with in a prnctieal manner. The need for assistance, 
however, did not arise at this stage, Early in March, 1931, the 
President of the Government S!Lvings Bank.of New South Wales drew 
the attention of the Commonwealth Bank Board. to the serious loss 
of funds by his institution, and arranged with the Commonwealth 
Bank to diseountfixcd deposits of the Commonwealth and other banks, 
amounting to about £3m·. Towards the end of March, the President 
of the Savings Bank again requested assistance from the Common
wealth Bank. When asked to state definitely what he required, he 
stated that the return· of confidence was the first necessity, that as 
depositors had lost confidence in the State, a statement of the 
Commonwealth Bank,. supported by financial nceommodation, was the 
only solution. 'rhe Governor of the Commonwealth Bank replied 
that the request could not be complied with, as it carried with it a full 
gua1·antee of about £60m. deposits. A few days Inter, the Chairman. 
of the Commonwealth Bank (Sir Robert Gibson), speaking unofficially 
to the President, suggested that, if the State Government approaelicd 
the Commonwealth Bank with a view to amalgamation, either befo1•e 
or after stoppage of payment, th~ matter would be considered subject 
to tho approval of the Commonwealth Treasurer. 

353. The substance of these conversations was reported to the 
State Pre!)lier, and after Cabinet consideration, a letter, dated 21st 
April, 1931, was sent from the Government of New South Wales: to 
t.he Commonwealth Bank requesting amalgamation. The publication 
of this information in the press· on the 22nd April, 1931, led to such 
heavy withdrawals· that the Ba)!k was forced to suspend payment 
from that date. • 
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354. 'l'he following table shows t.he linbilities 
0

1mtl assets of t.he 
Bank at the 30th June, 1930, and the 30tl, April, ln31 ,

GOVERNMEN'J' SAVINGS DANK OF N·EW SOUTI! W,\LER. 

(Thousands of vo1111118.) 

:!OU1 June, H•:tO. SOth A.prlf, !031. 

£'000, £'000, 
Lfo.bilitios-

Deposits .. 70,0!!3 l'i0,09!~ 
Qt.her .D1u1lu1 .. 510 023 

71,212 J;0,721 
Reserves 1,500 1,600 
~!ortgn~cs o.ud fnvcstm"~nt.s Uop~intiou: : 02 2li8 
Guarantee Funds . . . . . . 70 77 
Profit and Loss 20. 204 

72,670 GS,820 

Aasct6-
Cush in J1ond nnJ dopos1ts with otl1cr bnnks llt ~:\II . .J,00:1 2!W 
Fixed dopotit.s with other bnnks .. 5,40-1 
Deposits with Stn.to 'ficasury, fixed Qr nt, cnll 6,5!H 7,218 
Government Securities-Now South Wales .. 20,211 25,513 
Government Sccuritics-Co1mnonwco.lth . • • · I :1,s00 3,708 
Ot!ier Sta.to Govcnuncnt Sccurit.ics . . . . 4 fi 
InS<!ribcd Stock, Rnm\ Dnnk Department. .. 4,423 4,100 
Inscribed Stock, Ad,·BIICC!I for JfomC6 lJepnrtmC'llt 10.620 10,416 
Deferred Stock :u 23 
:'!Iunicipnl Lonn11 • :1,011 2,902 
:'11ortgagcs .. :?,834 2,677 
Sundry Dobtorti 20 30 
Dank ]>rcmiscs I,7GO 1,784 

72,870 GS,820 

After crediting interest .from the 1st July to tJw dntc of .1mspension. 
<lcposits had been 1•c<lueed by appl'oximately £14.5111. 'l'o meet the 
clemancls of depositors, cash on hand and at bank('rS had been l'cducccl 
by approximately £12.5m., and Stnte Government seeul'ities by about 
£3.7m. On the 4th Jvlay the Bank re-oprnc<l its doors for payment 
to depositors in necessitous circumstances. Funds wcit'C' provicll'd l,r 
1:he Commonwealth Bank. 

355. On 28th llfay, tho Commonwealth Bank submitted its views 
npou nmnlgnmation to the Stnte Premier: Negotiations 'followed, in 
the eourse of which the State Premier suggested certain amendments. 
'l'hese were not aeeeptecl by the Commonwealth Bank, which sub
mitted connter proposals. Negotiations continued during tlw nttxt 
few weeks, but, in the words of Sil' Robert Gibson, then Clwirman 
of' the Commonwealth Bank, the matter becmue "the shuttloeook of 
polities"· On 21s~ July, 1931, tl10 Commonwealth Rank Board 
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notified the Stato Premier that, if acceptance or. rejection of the 
proposed ngrcemcnt was not received by the. 25th July, negotiations 
would be chdcd by the Dank Board. No reply having been received, 
the negotiations were formally terminated on 27th July. 

356, During the following month a Bill was placed before the 
New South Wales Parliament to provido. £or u "new division" of 
the Government Savfogs Bank of New South Wales. 'fhc Bill wus 
pnsscd, und the new division ·opened on 7th September, 1031. 'rho 
volume of business was, howe-ver, relatively small, and it wns <,tviclcnt 
that new deposits would not be sufficient to facilitate n release of the 
balances of the old depositors. On 21st Octpbe,·, 1981, it w11s 
announced thnt the negotiations with tho Commonwealth Bank would 
be resumed, and a month later nn agreement was ranched. Legisla
tion to ratify this agreement wmi enacted early iu· Deccmbe,·, and on 
15th of that month the agreement became effective. 

3a7. An examination of the Bank's position shows that its assets 
woro ample to meet its liabilities, although it had insufficient liquid 
assets to meet the entirely e.:s:eeptional demands made upon it. The· 
failure· does not 1•cflect discredit upon tJ,o. management of the Bank. 
Tho cause of the failure was political rather than financial, and 
the responsibility must be borne by those whose cond11ct cronte(l 
apprehension in the minds of the depositors. The position is apt!)" 
snmmnrizccl in the evi'dence of the President of the Government 
Savings Bunk of New South Wales in the following ;words:-

" Looking back, with a calm review, I consid1;r that tf10 tmgL.Jy of tlm 
clm1ing of tJ,c GOl·crnmcnt S,w.ingB Dnllk cn.n bo n.Urlbntcd to ,1- conjunction oi 
forcci., Roma of wl1ich were economic aml unl'Lvotd:i.blc, u.nd othc1·s which could 
luwu l1ccn nvoilhxl had political and party considcralioua l1ccn less, short-sighted, 
null Juul the Go\·ernmcnt, agniust wl1icl1 suggostlons of vollticul intc-rforc11ce 
with the Hnnk wure made, not justified those .forecnsts by nets or proposnb 
which wonkeued· tho Bank's rcaour~s nud fl.nnndnl f.tnlJiliLy, nud. tl1crCb)' 
1ireclpitu.tcd unnecessary withdrnwnla by the dcpositor.s on the principh.! of 
snfoty flrst~" 

The Primary Pl'oa,<eers' Bank of A11stralia, Ltcl. 

358. The Primary Producers' Bnnk of Australia Ltd. was incor
porated in Queensland in February, 1923, nncl wns the successor 
of n company known as Lands Credits Ltd., formed to make lon11s 
to farmer.) nnd grnziers. Within twelve months the Bank hnd estnb
lislied 42 branches and agencies in the various· States. At the time 
of suspension in A11gust, 1931, the paid-up cnpitnl was £449,000, of 
which all but £22 consisted of preference cnpitnl issued, at n prcmi11m. 
There were between 9,000 and 10,000 shareholders; the• sl1archoldings 
were· usually small. No dividends were ever paid. In April, 1931. 
the. Directors interviewed the Commonwealth Bank and· asked J'o,-

r 
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nssiatancc to meet the demand whieh they cxpccteU in conscquencl• 
of tbe suspension of \he Government Savings Bank of New South 
Wales. The Commonwealtl, Bank ngrecd to advance £145,000 against 
certain securities. During May or Juno, one of thC' trading bank~ 
w8'l approached and asked to consider absorption, bnt, after investiga
tion, the tradil\g bank in question dcelinod to consider the suggestion. 
Prior to tJ10 suspension, some consideration wus given by the Common
wealth Bank to a proposal that it sho11ld tnko some joint action with 
tho trading banks to prevent closure. Meanwhile, withdraw,ds 
continued until, on 24th .August, 1031, the Bnnlr wns forced to suspend 
payment. 

359. An cxumination of the uccounts of tho Bank shows that the 
deposits rcac~ed their maximum in Fcbrunry, 1929. During the 
following. year the chnnges in the accounts were not significant, but. 
from that time the position rapidly became worse. 1'he followin~ 
tnblc. shows the movement in the principal liabilities nnd a.s.,ets 
between February, 1929, and the dnte of s1ispension :-

PRIMARY PRODUOERS• BANK OF ,\USTRAT,IA rn'D. 

ColtPARAT1Vi1 Il,\LANCE·BIIEETB, 

'..'5th :!11th 25th 2SU1 
J,'c!irunry, l-'tl1ru:iry, }'cl11u:iry, Ser,t.embor, 

1020. 1030, 1081, Hl31, 

£'000. £'000. £'000. £'000. 
Liob.ilitl08-

1.006 J,800 1,484 1,2m 
tb!~d other u~bilitics 

.. 
03 4•1 48 40 

Mortgt1.go on promises r.o 4r, 40 40 

Unnk overdraft , . 1411 

Total Liabilities 2;018 J,086 1,672 1,43!1 
CllpUal'pnid-up 434 430 439 43fl 
Rfflcrves .. 00 00 91 32 

2,1a2 2.Jil( 2,102 J,910 

AMobt-
r,7 47 38 16 Not.ca nndcoin 

Duo by other ban"k11 140 81 88 IM 

Commonwcnlth bonds 171 213 )45 t:l.'l 
Dills r:ccciv.nbJc, &:c. 03 00 13 rn 
)foney·o.t s~tot't cnll 208 102 02 

Toto.I' Liqnhl Assefli .. 000 r,93 370 322 

Advnncos1 &o, J,770 1,soa l,!i02 1,444 

Furntturo and fittings 17 17 10 21 

B11.nk premisca • .. 80 00 JIB !23 

2,542 2,614 2,I02 J,1)10 

Between 1st March, 1929, an<l 28th September, 1931, deposits fell hr 
£691,000, but advances were reduced by only £826,000. The demands 
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of tl!e dcpositol's were lllct • by realizing liquid assets, and bonowing 
from the Commonwealth Bank on overdraft on tho security of 
Commonwealth bonds. Wl1en further realization 01· borrowing WM 
impossible, the Bank was forced to suspend. . 

360. The imm~diate cnuse of the failure was the loss of neal'ly 
40· per cent. of its deposits in eighteen months and- the inability of 
t!1• Bank to-obtain repayment of its advances. 'A very large propor. 
tion of the _borroworn were primary producc,·s, who sufre1•ed severely 
from the fall in the valne of their products, and were unable to 
discharge their obligations to the Bank. For the same reason, primary 
J»·oduecrs, who lrnd money on deposit, were compelled to withdraw 
it. Others did so because they had lost confidence in the Bank. It 
appears also that insufficient provision hnd· been made £or doubtful 
debts .. 

361 •• The balance-sheet pi·epnred. immediately after suspension 
show•~ t?at. the Bank was not in a hopeless posit.ion. Its. capital 
,~as _still mtact, and some, reserves· remained. Tho· first report of the 

• l1qmdators showed an estimated surplus of assets over liabilities 
of about £379,000 after providing for anticipated losses. No doubt 
:'l~ny of the advances were "frozen", but had these been nursccl, 
it is p_robablc that n substantial proportion would J1nve been 1·ccovcrccl. 
Had it been possible to allow debtors time to get their affairs into 
ord~r, there is no doubt that a larger amount would liavc been 
reahzed, and that shareholders would have received a substantial 
propol'ti~n of their capital. But a liquidator cannot, in justice to 
t!w ere~1tors, ea~ry on debtors indefinitely. Tlie debts were solcl. 
t~e ~rcchtors, received 19s, 9d. in the £1, and the shareholders received 
notl11ug. 

362. '!'he eireumstanecs of this liquidation show that if a bank 
has t? be liquidated, it is desirable, in the interest b~th or the 
tlep?s,t?rs and of the s~areholders, that there should be an orderly 
reahznt1on under the d1rection of the Commonwealth Bank. 

The Fcclcra/. Deposit Bank Limitcil. 

. 36~: This institution, ineorporatecl i"n Queensland, and operating 
m Br1sban_c, was. really a building society, although it carried on 
some bnnkmg functio_ns. It received deposits and mndc advances. 
Normally about ltnlf its deposits were on current account and half 
on fixed deposit for periods not exceeding two years. It~ advances 
we~• _partly ?n overdraft and partly on fixed long.term' loans under 
bu,ld,~g somoty tables. Tho latter were estimated to be between 
two-thn·ds and· three-fourths of the total advances, 

364. At the 30th September, 1930, the deposits amounted to 
£986,000, and the advances to £992,000. Raving regard to the terms· 

. 
' 
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on which deposit& wcl'o ncceptcd, and loans made, there is no doubt 
that the advances were too large, 'fhe general uneasiness caused by 
the suspension of the Government Savings Bank of New South Wales, 
and later by tho suspension of the• l'rimary Producers' Bunk of 
Australia Ltd;, resulted in nn incrensiug demand fo1• tho rcpnymont 
of-deposits, and- even whore fixed deposits were not withdrawn on 
maturity, they were frequently placed on deposit at call. 

365. A few weeks before the suspension the Directors of the Bank 
sought assistance from one of the large trading bunks, wJiieh 1·clcased 
the amounts 1vhich it held on fixed cle11osit, ancl advanced up to 80 
per cent. of the ,•alue of Commonwealth Government securities helc\ 
by the Federal Deposit Bnnk. This proved to be inadequate, und nn 
application for assistance was made to tho Commonwealth Bank, 
which came to the couclusion that the circumstances were not such 
as justified Commonwealth Bank action. The Federal Deposit Bank 
was notified of this decision on 3rd September, 1981, and payment 
was suspended next day . 

$66. The following table shows the balnncc-shr.ets of the Bank at 
30tl1 September, 1930, and the date of suspension ( 4th Septembc1·, 
1931) :-

TUE FEDERAL DEPOSIT !IANK LIMITED. 

30th Septcrnbn, 4th So11tcmher, 
1030. 1031, 

£'000. £'000, 
Liabllitfos-

Co.pita!' 328 328 
Reserves 81i 81i 
Profit nnd 1011~ • 25 26 

-138 ~3S 
Dank overdraft ·oso 

105 
'Deposits 000 
Creditors 15 6 

J,439 J,2GO 

Asset&- ., Debt.ors " 
10 

Investments 1 l 
Got'etnment sccuritic:t .. :!IS 2-16 
Fixed deposits· 01 

'Bault r, 77 

300 3.10 
Loans nnd advoncCH ,. 993 904 
Premises;, 60 60 

1,430 1,200 

From these it will be seen that, while deposits lrnd been reduced 
by £295,000, advances had been 1•educecl by only £88,000. The 
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tfornandr. of deposito1-s hud been met by realizing liquid assets, and by 
means of nu overd1•aft of £164,000' granted by one of tjie trading 
hnnks. Evcnt,nally the business of this Bank was taken ovot· by 
the Brisbane l'ermnnellt Building and Banking Comiiuny Ltd; 
At•r,mgcments were made to pay the depositors in full by instalments 
extending over a number' of y8arsJ and it is expect:cd that, on com
pletion of these payments, shareholders will receive in cash. and 
shares of the Brisbane Permanent Building and Banking Company 
Ltd. an um·ount approximately equivalent to the nominal value of 
their shares. 
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TBE AUSTRALIAN FINANCIAL SYSTEM IN 1936. 
367~ 'fhe Australian financial system consists of the Common

wealth Dank of. Australia, the trading banks, thC' savings banks. 
and a number or other finnnciul institution~ or various types It is 
proposecl only to indicate briefly !he fmie!ions of t•1,ch of the types 
of lmnks ancl other institutions, and to show the part of raeh in tll<' 
sy~tem. 

Co)n.[ONWBAI~Tn BANK Ql,' .At;STUALIA. 

368. 'fh" Commonwealth Bank of Australia is the pu!Jlicly-own,,cl 
mid controllml central bank of Australia. It was cstnblishecl by nn 
.Act of th~ li'ecle1·11l Parliament in 1911. 'l'he development 0£ its 
structure and functions has been traced in Chapter 11. It comprises 
n General nanking Department, a Note Issue Department, and i1 

Rural Credits Department. In acldition, the Commonwealth Savings 
Bank of Australia, although legully a separate institution, is nn<ler 
th" control of the Board of the Commonwealth Bank. 

:J69, 'l'he Commonwealth Bank fa governed by a Board of 
Directors, consisting of the Governor of tlrn Bank, the Secretary to 
the Commonwealth 'l'reasury, and six other Directors appointed by 
the Commonwealth Government. rp1,e management of the Bank is in 
thr lrnncls of the Governor, who is t.he chief executive oluccr. 'l'he 
capital ofthc Bank is £4,000,000, which was, in 1924, transferred from 
the bank Reserve Fund and Redemption Fund to the Capital Fund. 
~'he profits of {he General Banking Department arc allocated equally 
to the ]lank Reserve Fund and to the National Debt Sinking Fund, 
and the profits of the Note Issue Department arc appropriated to 
f.hr. 'i'rcasury, • On 31st December, 1986, there were 259' l1rancltes in 
.A.nstralia, two in London, ancl one in Rabaul, in New Britain. The 
summarized accounts of the various departments of the hank a.re set 

. out in tables 54 to 56 of the Appendix. 

THE NINE 'fa,\DINO BANKS. 

370. The following list shows. the nine trading bnnks in the order 
of their establishment:-

Bank of New South Wales 
The Commercial Banking Compan~· o[ Sydney Limited 
The Bank of Australasia 
The Union Bank of Australia Limited 
English, Seottisl1 & Australian Bank Limited 
The National Bank of Australasia Limited .. 
The Bank of Adelaide 
The Commereial Bank of Australia Limited 
Tl,c Queensland National Bank Limited .. 

Yt•a1·. 

1817 
1834 
1835 
1837 
1852 
1858 
1865 
1866 
1872 
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'!'he capital sfa-ucturc of these banks is set out in Table 51, and may 
be summarised as follows :-

Total authorized capital 
Less unissued capital .. 

CAPITAL SunscmnED 
Less uncalled capital .. 

CAPITAL Pim UP 

£'000 
62,030 
8,355 

53,675 
16,539 

37,136 

371. The uncalled capital of the English, Scottish & Australian 
Bank Limited, and of the National Bank 'of Australasia Limited, muy 
be culled up at any time. The uncalled capital of the Commercial 
Banking Company of Sydney Limited and tho Union Bank of Aus• 
tralia Limited, and the reserve liability of the Bank of Adelaide, the 
Bank of Australasia, and the Bank of New South Wales, can be 
called up only in certain contingencies. Tlie words used' to describe 
these diffci, to some extent, but the general purport is that the 
amounts can be callecl up only in the event, and for the purpose, of 
liquidation if the proceeds of the assets are insufficient to meet the 
liabilities. 

372. Each of these banks is controlled by a boarci of directors 
eleoled, by the shareholders. The constitution of the Commercial 
Banking Company of Sydney Limited, the National Bank of Aus
tralasia -Limited, and the Bank of New South Wales, provides tliat 
no person shall be eligible or qualified to be or to act ns a director 
if he is a director or paid ·officer of any other bank of issue., This is 
not contained in the constitution of the other, banks, but in practice 
that principle is followed, in that no director of any of the nine 
trading banks is also a directo1· of any other trading bank carrying 
011 business in .Australia. • 

373'. Some of the directors of eaeli of the banks, incorporated in 
England, and some of the members ·of the London Boards of .Advfoe 
of banks incorporated in Australia, are also dh-cctors of British 
banks which clo not cnl'l'y on business in Australia, inclllding the 
Bank of England, Lloyd's Bank, the Natio.nal Provincial Bank, the 
Chartered Bank of India, Australia and China, the Peninsular & 
Oriental Banking Corporation, the Westminster Bank Ltd., the 
W cstminster l<oreign Bank Ltd., and the Standard Bank of South 
Africa. l\fany of the directors of the banks incorporated either in 
England, 01· Australia arc also directors of other financial institutions, 
such as Pastoral Companies, Life Assurance Companies, and Trustee 
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Companies. In, the case of the banks incorporated in Englund, the 
control of policy lies with the directors in that country. Extensive 
powers arc delegated to the principal officer in .Australia, and it is 
assumed that iii determining its policy the board will be guided to 
a very great extent by his recommendation. The policy of the banks 
incorporated in Australia is determined by the directors in Aus
tralia,, Some of tho banks incorporated in Australia have local Boards 
of Advice, either in London, or in Australian capital cities other than 
that in which their head office is situated, but the functions of these 
are merely advisory. 

374. The following table shows !,he domicile of shareholders ancl 
the percentage of the total capital held by each group:-

NINE TRADING BANKS-AUSTI\ALIA.-DOMICILE m• ISSUED SHARE 
CAPITAL AND OF 'SHAREHOLDERS, 1035-36. 

Domlclfo of S1mrcholdlng. Six Dnnks wft/1 Ucad 
Ollkcln,\uslrnll:I.. 

A1llounl. of Cnpltnl.• ,\mount. Pcrccntni;o 
ofTotnl, 

£A, 
In Auetrnlin,, .. 21,550,403 78.6 
In New Zealand .. .. 2,642,803 0.6 
Elsowht'ro .. 8,243,598 ll.8 

Totnl ,,, .. 27,436,302 100.0 

Number of Shareholders. Number. l'rrccnt.'lgo 
ofTot,o,J, 

JnAuatralln 31,638 68.7 
In No\V Zealand .. 6,450 J.!.O 
El11cwhcro 7,040 17,3 

Total .. 40,034 100.0 

A\•crago NomJnnl .SJ1Arl'l1oltlb1g per Sharchohler, £A. 

In Australia 
In Now ZMlnnd .. 
Elscwbero 

Total .. 

681.2 
400,7 
408.2 

600.0 

Three Dtmki!: wltb Jlcnd 
omeo ln Engltmd, 

,\niount. 

£Sig. 
2,772,·120 
2,042,980 
8,084,600 

13;600,000 

Xmnber. 

4,265 
5,063 

I5,725 

25,043 

Porccnt-l'lge 
ofTot.,1. 

20.0 
15,1 
64.3 

100.0 

Pcrccntn.Re 
of Toi.al. 

17.0 
20.2 
02.8 

100.0 

051.0 
403.5 
552.3 

630.1 

• Ex:cludfm:i: unrolled caplf.nl nl tllD rommDrl"lnl Dimkll\11' COmpnny or Sydney Ltcl (£A.4,730,000) nnfl 
ol t.110 'Union Dank or Au~tro.lln J,t.d, (£Stg,8,000,000J, whlcll,o.rc really lo the n11,turl' of rcietH' rn.pftal, 
I• tJ1,.t they mar trn call~d up only In tht cvontol, &:1ud for tho purpo~O!I of, llquhlallon. 
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375, '£his, table shows the analysis of shareholdings, irrespective ,of 
(lomicile-
NINE TRADING BANKS-AUS1'RALlA,-ANALYSIS OF SHAREHOLDINGS, 

1035-30, 

Nomhml 
Blmro 

C,'aplhtl.• 

Petce11taRD 
of Tel.Ill 

Sbnre 
Cnplt.at. 

Stx. BANltS WITII HEAD OJl'Fl0ES IN AUSTRALIA, 

Noi oxcooding £500 
£501 to £1,000 • .. 
£1,001 to £2,500 
£2,501 to £6,000 
Exceeding £5,000 

Tot.al 

No, 
34,008 

G,102, 
4,003 
1,184 

527 

40,084 

I.>orccnt. 
74.01 
13,45 
8.83 
2.67 
1.14 

100.00 

£A. Per cont, 
6,08~384 22.18 
4,583,013 10,71 
0,29-0,372 22.95 
4,077,030 14,80 
6,302,063 23,80 

27,436,362 100,00 

'l'nmm BANKS, \VI'I'H' HEAD OFFICES IN ENOL.\ND, 

ot tll'l:CCCtliog £500 )I 
£5 
£ 
£ 
E 

01 to £1,000 .. 
1,001 to £2,500 
2,501 to £5,000 
.. x:cecding £6,000 

Total .. 

No. .. 18,830 .. 3,300 .. 2,007 .. 520 .. 227 

.. 26,043 

Pcr~nt. £Stg, er cent. 
75.19 , 3,869,000 28,06 

p 

13.64 2,401,700 18.24 
8.25 3,206,380 24,20 
2.11 1,84.5,800 13,07 
0.01 2,050,400 lU.23 

, 100.00 13,500,000 100,00 

£A, 
178:7 
740,2 

l,G!W.7 
3,443.4 

IZ,130,0 

590.0 

lg. 
2-05.5 

£S 

720.2, 
l,GS0,3 
3,480.3 
9,050.0 

639,l 

• U:uiludln{f 1mC11lled cafilt.!11 oft-ho Commcrclal Danldng Com~ny of Sydney Ltd. !£M,730,000) and 

rn:t ~~~~~,~~~1tt:aft:t~ :nt~:n \~t~V8C~f~?.~k11~~W1:~:iu::~1
~ ~t W~uY3!l\~~?f r~crve CSJJltnl 111 

'l'he table showing the analysis of shareholdings is, however, subject 
to the qualification: that in every case,. shares held in trust by the same 
nominee arc aggregated, and· included' in the class appropriate. to 
that number. If each of these beneficiaries were regarded as an 
imJivjdual owner, the• number of' sliareholders in the lower categories 
would be inerensed, and the null).ber in the higher categories 

. diminisl1cd. 

376. In the case of some of the banks, there is a limitation of 
the number of shares which. any individual shareholders may hold·. 
No member of the Commercial Banking Company of Sydney Limited, 
may holcl more than 12,000 shares (that is, ,about 3 per cent. of the 
total number issued), The large.st individual holding is less than 
7,000. No member of the Bank of New South Wales may hold more 
than 17,560 shares, The largest individual holding is 2,108 shares. 
No member of the Queenslancl National Ba11k Limited may bolcl 
more than 5,000 shares, or about 1½ per cent. ol'. the total number 
,issuml. Subject to the foregoing, there is no restriction on share• 
holdings, other than the, powe,· generally conferred upon tl,e directors 
hy the Articles to decline to register any tranSfcr. 
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:177. 'l'lrn voting rights of mom hers <lifl'l'l· in the cnsc of the various 
banks~ 11he general 1·nlc is thnt C'\'t>r~· shareholder present at n 
general meeting is entitled to one vote. In th(" event of a polJ, share
holders of tlrn nauk of Adelaide, lhe Bank of Australasia, the Com
mercial Bank of Australia Ltcl,, and the English, Scottish & 
Australion Bunk Lhuited, have one Yote 101• each share held. In the 
case of each of the other bank~ there is n limitation on th,\ numbcw 
of votes which n slrnreholdet" mar exercise, namely:-

Vote!!. 
'l11tc National Bank of .. Australasia Limit<.>d 100 
'1'!10 Union Bnnk of Australia Limited 4 
'fl1c Commurcinl' Banking Compuny of Sydney 

Limited 26 
Bank of New South Wales 200 
'l'l1c Queensland National Bank Limited 10 

378. The t1•ading banks arc engaged mainly in financing eommeret' 
and industt·y. 'l'hey receive deposit$ from many sourcos, and make 
loans to persons cngu~ccl in trade, industrr and finance, nml to 
c-thcr.~. 

37H. 'fhe banks, accept both fixed OL' term deposits, nnd free or 
current accounts. Deposits, both fixed and current, 1·eprcsent the 
savings and working capital of many sections of the community. 
Pixed deposit~ are accepted for tern1s varying generally from thrc<• 
to tw~nty-fom· montlIS. The deposit cannot be withdrawn until till' 
eud of the term, cxecpt with the consent of the bank. The 1·ate of 
iu!,01·cst is grnclnated according to, the length of' the period for which 
the money is deposited. Rates. are varied from time to time in general 
conformity with the rise and fall of. other interests rates, but the 
rate carried by a deposit when it is lodged applies until its maturity. 
Curl'ent deposits are balances of customers' credit accounts, with
drawable by elwque, and repayable on demand. 

380. Aclmnccs are· made in the form of oicrdrafts, whiel> are 
not granted for definite periods, but. arc 1·epayablc on demand~ In 
practice, however, mnny ovcrdrnfts1 particuJarly those .1gainst tho 
secmtily of 1anded property, are allowed to continue for long periods. 
It, is usual to require security to be lodged for overdrafts, but thr.y 
nrc sometimes. gl'antcd without security. A limit as to amount is 
usually arranged, but interest is chargecl only on the daily balance. 
.Advance rates. are not fixed for a definite period, but may be altered 
by the bank at any time. 'l'he rates vary somewhat, according to the 
type of account anc1 the eln&s of security hold by the bank, and are 
influenced by the rates paid on fixed deposits, 
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381. The trading banks assist in finanoing overseas trade in 

several ways. Through their London offices and their representatives 
abroad, they issue lettc1'8 of credit and arrange for the presentation 
or issue of drafts relating to Australian export or import transactions, 
in any commercial centre in the world, This enables .Australian 
exporters to obtain payment in Australian currency immediately 
goods have been shippecl and enables importers to pay for imports 
in Austl'alian currency. The corresponding settlements. overseas are 
effected by the banks in sterling or foreign currencies. 

382. As sub-underwriters to the Commonwealth Bank, the trading 
hanks have helped to float public loans, and they participate in tl,c 
l~xchangc MobHfaatio11 .Agremncnt, by means of wlzieh funds are 
provided in Loudon to meet government commitments there. 

383. Among other services to their customers arc the safe custody 
of securities, the collection of interest coupons, and· assistance to 
cm,tomcrs in handling their business affafrs. They provide cheque 
facilities, rrnd also facilities for the transfer of ftmd.s from one point
to another in Australia and between. .Australia and overseas coun
tries, 'fhc great bulk of the· conuhercial and· financial transactions 
in Australia arc settled by these means. , 

384. The business of the trading banks is ca1•i·icd on over a 
wide ar<"n through, branches nnd agcnci('s, .Authority is delegated 
to the managers of branches in accordaiice with their status and 
experience. Agencies. arc uildCr the control of b1·aneh managers. 
'flte ,following table shows the number of branches and agencies 
within Australia of these banks at 30th J unc in each year from 
1926 lo 1936 :-
TRADING BANKS(a)-AUSTRALIA.-EXOLUD!NG 'COMMONWEALTH BANK 

OF AUSTRALIA. 
NUMBER OF BRA.NCIIES A.ND AGENCIES WITHIN AUS'l'llil,U, 

At:rnthJunt'- Tir1rnche!. 
. .\,:cencl~ and 

llcceh'lng 
Office!!, 

'J'otal. 

No, No, No. 
1920 (b) 2,180 700 2,070 
1927 (b) 2,227 840 3,067 
ID28(b) 2,:317 842 3,159 
!029 (b) 2,424 917 3,341 
1030 (b) 2,455 921 3,376 
!031 (b) 2,408 703 3,201 
!032 .. 2,201 700 3,000 _ 
1033 .. 2,300 713 3,013 
193-1 , . 2,305 721 3,026 
1935 .. 2,3H 705 3,019 
1930 .. 2,352 717 3,060 

(a) ~Inc tradln" banks, lncludln~ brmk1 nmalguinnted ~lnee,rn:rn with m1y ot these nine. 
(b) FlgurCtl fQr thClle 1·enl'l'I 11.r~•, to :'\ ~lli;:ht ex.tent, l!!!tim:ited. 

~- I 
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385. Inter-bank clearings of cheques arc made through clearing 

houses established in ev01·y capitol city and in some of the larger 
country towns, and settlements m•e,Tutrectcd by chcCJ,ucs on the Com
monwealth Bank. Each bank eoll\'ribntrs to a pool a's a guarantor 
against default in settlements. '£his is vested in trustees and the 
total amount in the vnrious "pools" throughout Australia is 
approximately £2.5m. 

386. The organization described ns "'fhc Associated Banks of 
Victorin", consists of the five t1·ading banks which have their hca,l 
office or principal Au•trnlian office in Tufolbournc. 'l'hc Bank of 
New Soutli Wales nnd ihe Commercial Banking Co. of Sydney Ltcl. 
are also mCmbers in 1·cspcet of their Vietori:m business. 'l'hc llssocia
tion hns no fo~mal constitution, nor is it rrgistcrcd as au association. 
Representatives meet regulnrly each month, or oftener· if nccessal'y, 
to discuss matters of common intcrrst. Decisions are not bimling 
upon dissenticnt members,. and the a!lsoriation is not in any S{'nsc 
a controlling body. There is no association quite similar in any other 
capital city, though in some· tl1{' mnnug<>t·s of the banks mC'et, wllC'n 
required, for the discussion of local mnttN·s of common interest. 

OTHER 'l'nAmNo BANI{S. 

387: In addition. to the nine trading banks there arc four other 
banks which curry on tra<ling bunk ftmc~ions, though on a limitNl 
scale: 
2'1t0 Ballamt Banking Gomvany Limited. 

38K This Bank carries on business only in Ballarat and the 
surrounding.districts. It is a limited company, incorporated in 1865. 
At 30th June, 1936, its bnlanec-shect showccl the following 
particulars:-

Capital paicl up 
Reserves and undistrihntecl' profits 
Deposits .. 
Advances 

£ 
153,000 

, . . 107,000 
477,000 
600,000 

Bank of New Zealand. 
389. '!'his Bank has two branches in .Australia, which mainly handle 

the Australian btrniness of the Bnnk on behalf of its New Zealand and 
Londo,; branches. There is a local director in Melbourne and also 
one in-Sydney. For tho quarter cnclecl-30th June, 1936, the •~crn~e 
advances in Australia were £1.75m. and the average deposits· m 
Australia £1.52m. 
Comptofr Nationa,l D'Iffscompte de Pm·is. 

390. rrhis Bank is incol'}1oratecl in France. It has two branches. in 
Australia, but there arc no Australian shareholders or di'rectors. The 
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Jlunk accepts ,but docs not seek deposits, and makes _£ow advances. 
Its main function is to facilitate _trudc be!wecn Aust.aha and !ranee. 
The Bank's rates- in Australia fii~dcposits and advances conf~rm to 
those of tho Airntrnlinn bnnks. Il{loposits its uvnilnble fumls with tho 
Uommonwcnlth Bank. 
'l'lw Yokolmma Specie Ba11k Eimitcll, 

391. 'l'1;is Bank is incorporated in Japan. Its only A.ustrali~n office 
is in Sydney. 'l'hc Bunk }las no Australian shareholders or directors. 
J ts Australian <leposit:s and utlvnnccs arc on Jl smn~l scale, ~nd ~nost 
oi'. its customers are J apnnesc nationals. Its main function 1s to 
tacilitatc trade between Au~tralia and Japnn. It follows the_ m~cs 
of the Australian banks for deposits and advances. It deposits its 
,1Yailable funds with the C01nmonwcalth Bauk. 

a92. 'l'he figure::; of the four banks last.mentioned Jrn\'C not br.e-n 
used in any of the stlttistics included in our Report. 

SAVINGS BANKS. 

:J93. 'l'lu~ largest of the sa\'ings bnnks is the Commonwealt}1 

H,ivings Bank of Australia, which operates in all the ~tates. In 
Victoria

1 
South Australia, and' Tasmania there are sav!n~s banks 

incorporated under the State law and managed by Comm1ss1oners or 
'l'rnstees nppointecl or approved by the State Government. 

394. '£he only funds in the nature of capitnl consist ol a_ccumu
lated profits which havt" been carried to reserves. Otherwise, !he 
whole of tho funds controlled by those institutions consists of deposits. 

395. '£he original function of the savings banks was to encourage 
thrift and attract deposits from persons yossessi!3g, small or mode.rate 
means. In recent years progressive increases in the amount of the 
deposits upo)n. which interest is payable, have encouraged man?' 
persons to place comparatively large amounts o_I money on clcpos1t 
with the savings banks. As savings bnnk deposits arc r£>payablc> ~n 
tlcmand, or at very· short notice, this providC's· a profitable> avenu<' f~r 
the investment of call money at a rate of interest close to that ptud 
by the banks on some fixed deposits. In this _wuy <,avings hanks 
compote with trading banks for short-term deposits. . 

306. '.rhc savings banks deposit substantial amounts with the 
Uommonwenlth Bank .or with the trading hanks, usually on fixed 
deposit. .In this respect the savings ~anks play an important pa~·t 
in the "'cneral financial system, because they collect and make avail
a blc to 

0

thc trading banks an aggregation of small deposits. Savings 
banks ahm invc5t" in mort,gagcs or fixed loans:, either directly or 
through the medium of a Credit Foncier Department, and' in 
Government or i\{unicipal securities. 

l 
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ltUJWi A'ND AGRIOUI,TURAL BANKS, 

:m7. In every State some special· type of organization has been 
t•stahlishcd, mainly to provide fixe,l loans for primary producers. 
In New South Wales this is done by tho Hurni Bank of New South 
W11lcs,.11I)d in South Australia by tho State Bnnk of South Austrnlin. 
l~ach of these banks is, controlled by Commissioners appointed by 
the State Government, and its funds are mainly provjded by the jssuc 
0£ debentures guaranteed by the State, or h;: m!vanccs made by the 
State, and to a small extent by deposits from the public, 

:l98. In Victorin, this function is performed by a Department of 
ilie· State Savings Bf}.nk, known as the• Credit Fancier Department. 
lts funds are provided by the issue of clebcntnres, some of which 
arc held by the Savings Bank and some by tho public. In Queens
land, Western Australia a~d rrasmania, the corresponding institu
ti01,s arc, in effect, State Government departments, 

399. In addition to the organizations clcscribcd, some of the State 
Governments have _set up departments to make advances to returned 
.-mldicrs and others for the purpose· of establishing nncl maintaining 
them on· the land. These form no part Q.f the banking system, nlthoug-h 
they provide credit which, if they did llot exist, wonl<l have to be 
obtained from othc1· sources. 

PASTORAl1 FINANCE COMPANIES, 

400. 'rhe part played by the pastoral finance ·companies in tho 
financial system mny be described as that of providing both short-term 
mid long-term capital for primary producers, mainly to wool-growe:rs. 
.As the greater proportion of their funds is provided by share or 
t]('bcuturc capital and reserves, they supplr.mcnt the r1•pdit fncilitit•H 
provideff by the banks. 

40!. 'l'hc basis of the activities of those companies is. the sale of 
wool',. and' their financial operations have been built up as a complr• 
ment to this. i\Iost of them act as uge,nts for the buying ancl 
selling of thefr clients' livestock, and for the sale of station propertie.-;. 
These companies also perform a variety- of other services including-

( a) Storage and other facilities for the handling nnd display 
of wool before salC' and for· shipment after sale. Similar facilities 
arr· provided for otl1er commoditi('S, for example. skins, 1Iidcs, tallow, 
gril.in, live-stock, &c. . 

( b) The sale to pastoralistR, farmers, ancl others, of station 
">Upplies, farm requisiteR, &('., inC'lncling a wide rang(' of general 
merchandise. 

402 .. The chief Australian pastoral finance eompnnics· are twenty 
in number, and include some of the largest public companies in 
AustraliR, Many of the directors arc also directors of banks, 
jnsurailcc companies, and other· commercial or trading com1panics. 

Tt'.2581,-6 
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403. Pastoral finance companies borrow 0!l overdraft at eertajil 
times during the year when their customers' demands are at the 
maximum. They do not usua\ly seek deposits. from the ,public but 
accept them from their own customers. 

404. Short-term ~r· seasonal: advances ·are made usually. to 
pastoralists or farmers who will use the services of the. companies. 
These advances are made some time before· the •produce is sold; iind 
arc generally used by- the primary producer as• working· capital. 
The total amount of seasonal advances outstanding varies considerably 
during the year, usually reaching a peak in the third ·quartor, and 
falling to the lowest point during the Jlrst three-months of the year. 

405. It is not tile practice of I.he companies to make long-term 
louns, but loans repayable on demand arc· frequent\y carried on· for 
an indefinite period. Interest is usnally charged bn the daily·balonces, 
and the rnte may be varied from time to time during the currency 
of a loan. In this respect, these loans resemble advances made by 
tlic trading banks. 

406. Some of the. companies permit a limited number of their 
clients to draw orders upon .. them wbich, iq many respects; are 
equivalent to cl1cques, bnt with the extension of ·banking racilities· 
the use of these orders is diminishing, Most of the foreig,;i exclrnnge 
business of the companies is transacted: through the banks. 

406A. The following table shows the aggregate amount of the 
chief liabilities and assets of the twenty principal pastoral Jlnanec 
companies for the year 1936 :-

TWENTY PASTORAL FINANCE COM~ANIES---AUSTRALIA. 
L1ntNC1PA'L LTAlllU'Ill!S AND ASllETS, 1036, 

(In thousands of pounds.) 

l'nrth:ulo.rs. 
£'000, 

TotaJ'share copital pnid up .• 
Dobcnturc.capitnl-

{i) In Australia. , . 
•(ii) Overseas 

212 
10,094. 

103t1, 

-.-.--·-· 
Total debenture cnpittal' 

Rcsorvea and undistributed profits 

TOTAL CAt'lT.U, A.ND RESERVES 
Dopoeits and' customers' credit baltmce3-

(i) Dearing interest 
(ii) Not bearing interest 

Total deposits and customers' credit bala.nccs .. 

TOO'A.L Lo.u,s 0UTBl'Ali'I>INO JN At1S1'llALI4 , , 

. • 

U,200 

3,842 
826' 

,;ms 

£'000, 

15;802 

11,206 
0,008 

30,oJO 

4,168 

26,232 

.,-

' 
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LIFE ASSURANCE SOCIETIES AND COMPANIES, 

407. Most of the large, concerns which carry on tlie business of 
life assurance are mutual societies or companies, but some have a 
share capital which is relatively small. '!'hey nr, controlled by 
directors- elceted by the policy holders or shurcholders us their 
constitution moy provide, Many of the> directors nre 11lso. director!f 
of b~nks nnd other companies. 

408. Life assurance societies diffel' in certain l'C::illcct~ rrom th• 
financial' institutions previously descn·ibed. 'l1hey 1·cgnlnrly receh·l' 
a large income from premiums. and interest 011 inwstmt"nts which h 
normally in excess of· their immediate rcquirt'mcnt~. They T<•ly 
Ullon the banks only for occnsionnl overdraft nceommodation, :1-. 
for example, when large investments hn,•e tC'mt>orurily <lC'plPtf'<l thrir 
banking uccounts. 

400. The inffocncc of tile life assurance societies upon the 
financial system is due to the mngnitude of their fund~,. which ur<' 
the a1Uounts retained· and invested to provide for the eventnnl 
pay~ent of life· and endowment policies. llnder 1101·m11l l'ontlitions 
these funds incrcnse each year nncl as u result these soeit'tie.(; nsnullv 
have- large amounts availnb}e fo1· i11ve.stme11t. TbPir invPstmrni'
mainly consist of Government sccnritic~, loans on morl.gH~l' nucl loans 
on policies. 'l'hey do not, ns n rule, make· Joans rc11nynbh• on dC'mund. 
In recent yeurs· there has been n tcndcnc.y to pref Pl' Gov{'rnment 
securities to mortgages, partly bccnmm of moratorium lcgislntion nnd 
partly because of uncertninty in rcgnrd to the Yalne}; of l'l"lll' propPrt,,·. 

410. A development in recent years is a combinati'on of n mortgagl' 
loan with· n lifo 11olic.y. A collntcrnl endowment, polic~· is iitbwhl'd to 
the mortgage which provides for the re11aynumt or th,• mm·tgn~t• 
nt the expiration of n specified tc1:m of years, or, in the event of the 
death of· the mortgagor, if tJiat !ihonld first 1iap[l<'n. 'Phr term nrnr 
extend up to twenty yeai·s, and n lower rate tlum usnnl is c1rnr(l'ecl 
for the endowment policy. '~hcsc loans proYicll' tlw compnnr ";th 
nu investment nnd. n p1·eminm income. 

411. The accounts of. the Hocicties or companie:,; tlmt cnrrr on 
husincs.'i only iu AuHtraliu nl'c stntcd in .Am;tralinn· cunency. In the 
accounts of those that carry on business out of Aush·alia, Austrulinn 
pounds, English 11onnds. aml New Zealand pounds m·c nll trenled as 
being of the same value. Tl1is is explained on the grounds that 
premiums and policies arc payable in the currency of tl1r conntr;v ill 
whic11 the policy was cft'cctcd, and' that the asset$ rctnincd in each 
country bcnr ~ome relation to the liability of the society under its 
policies payable in that country. It 'is considered, thC'rcforP., that. it i'i 
unn~ccsmi1·y to convert all amount~ to n uniform murency . 
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411,,. The following tables,. compiled· [rom figures published by 
the Commonwcnlth Statistician in the Finance Bulletin, show details 
of the Australian assets, nncl of !lie Australian receipts and <D.-pcndi-
1.nrt'. of these companies for the years 1926 to 1936. -

"""· 

-
1920 
1927 
1028 
1020 

rn36 
1031 
1932 
1933 

1034 
1036 
)930• 

Oo,·crn• 
mu,t.l\Ud 

8,~~~lft'l. 
--

£m. 
GO.< 
02.2 
06.2 
70.0 

72.B 
74.3 
70.6 
82.J 

88.4 
01.0 
oo.o 

!,!FE' ASSURANCE COMPANIES-AUSTRAL),\. 

(a:) AVSTltALIAN ASSETS, 1020 'rO 1030. 

(In mi!Jions oC pound.9.) 

o,t-

I 
Lo<n,oo Landed Other 1tandlna 

Motl• Ccm• ... lnvese,. rir.miJuttut, Guh. gar,C9. p:tnlu' 1101~ menhand Int.crcat, 
t•otlclct. 

""'""'' 
. r.oans. Dh'ltlentlt 

nnd'ltcnls, 

£Ill, £m. £ro. £m. £m. £m. 
2<.l 10.6 4.1 2~s 1.9 2.l 
20.1 ll'.0 4.6 2.9 2.1 2.G 
32.4 1!?.7 4.0 .1.2 2.3 2.7 
34,0 13.9 5.3 3,3 2.6 2.0 

37.8 10.8 5.7 3.0, 2.7 2.2 
37.4 10.l o.o 3.4 !L7 3.1 
30.0 10.8 0.3 3.0 2.0 2.9 
36.0 !!0.3 0.7 ••• 2.7 3.2 

38.6 20.0 7.3 4.0 2.G. 3.7 
40.0 20.8 8.4 G,0· 2.7. 3.0 
45.lf 21.l 0.8 0'.3 2.7 2.3 

•·rartlyc~Um:itcd. 

All Tot:11 
Othl:!r J.1111.tl\ltau 
......... .\Mt1.1 . 

£m. £in. 
3.1 100.0 
3.3 llS,3 
3.o, 127.0 
2.4 134.6 

2.4 144,0 
2.3 148.3 
2.2 163.B 
2.2 168.4 

2,6 108.3 
2.8 170.L 
3.0 180,0 

t About hnlf t110 morli,:ni;o lo:,.ns were In tural dlttrltt.a, nn11 nbout hnlr In 1nba11 dlat.tlcla. 

W26· 
1927 
1028' 
1920 

1930 
1931 
1032 
1033 

1034 
1036 
1oao• 

Year. 

(h) AusTRAJ,fAl{ R&OF.IHS. 1026' TO 1036, 

(In millions o( pounds.) 

! 
Assur11ncc, rntucst, Mndowmcnt, l}Mdo11ds 3,od Allotber 

nod ,\nnnltr llents, Ilcttlpts. 
l'remlums. 

l £m. £m.' £m. 
11.5 o.o 0.3' 
12,1 G.6 0.3 
13.1 7,1 0.7 
13.8 7.0 0.3 

H.l· s.o 0.4 
13.0 7.8 0.4 
13.6 0.4 0.4 
14.1 O,G 0.3 

.. I 

.. I .. 
16.1 0,0 0.3 
IG.O 7.2 0.1 
17.4 7,8, 0.1 

• hrtly ettlmAitd, 

Tof.:11,\u,trall.ln 
Rccdpt,a. 

£1u, 
17,S 
18.0 
20.0 
21'.7 

22,6 
21.S 
20.4 
21.0 

22.s 
23.3 
20.:1 

,,. 

• 

Ye.r. 

1026 
1027 
1028 
1920 

1030 
10a1 
1032 
1033 

1934· 
1935 
1936• 

Hi5, 
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Clalmto.nd 
Ann11IUC8,. 

£m. 
6.G 
0.2. 
o·.4 
0.9 

7.0 
7.4 
7.0 
1·.a 

8,1 
8.8, 
9.3 

(c) AusT.B.U.tAN EXJ>F.NDITURY., 1020 TO 1030. 

(In millions of _nounWJ.~ 

cash 

81urc11den, 
boAUIC'l 

ConimL'\lloll, BX111!ll5CSOf AIIOtl1or ~hlto Mruuiqcnm1t ,E.xpcndltuta pollC)I'• 
hohltrs, 

£m, £m. £111. £m. £m. 
1.2 0.4 t,r, l.3 0.0 
I.I 0.6 l.ri 1.3 0.0 
1.2 O.G 1.7 1.4 0.8 
1.4 0.0 1.8 1.4 1.2 

2.l o.s 1.6, 1.4 2.1 
3.0 O•.O l.4 1.4 2.7 
2.0 0.7 l.4 l.G 1.8 
2,3, o.o l.G !.G 1.0 

2.1 0.3 1.7 l.G 0.8 
1.8 0.3 1.0 LG 0.7 
1.8 0.3 2,1 1.7 0.7 

• }'artly uthnt\ttd, 

TRUSTEE Co>tPANl&S. 

Tobi 
Auaknll.lo 

'Er~adlture. 

£m, 
l0.6, 
11,2 
12.0 
13.3 

15.0 
16.8 
15.6 
15.3 

14,6 
IG.1 
15,9 

-H2. 'l'rustcc companies constitute an impo1·tant factor in the 
in vestment mnrkct. They are all limited liability oompauios, 
incorporated under State law. Many dircetots 01 these companies 
nrc also· directors of banks nnd other companies. '!111c shareholders' 
funds of the. trustee compnnics nre relatively smnll. The)' do not 
ltcccpt deposits, and make only occasional use of bauk overdl-afts. 
'!'heir importnnoo lies in the large volume of trust fmuls whi'ch 
they eonh·ol, which nggrcgate npp1•oxin1ntcl)' £220m. 

,Ha. 'l'he invc,;tmel)t of trust funds is governed by the S~,te Jaws, 
which• prcscdbe the type of investment nllowed·. Wherr the-compnuy 
hns discretion, the trust funds arc usnallr invested either in 
Government sec.urities or upon mortgage. In recent yours, thcr<' 
has been a tendency to prafcr Gove1•nment securities, pnrUy bccaus<' 
or mo1·ato1·ium legislation, nnd partly because it lins been difficult 
lo find an adequate supply of' suitable mortgages. 

41MA. '!'he fol!owing tables show the liubilities and assets of the 
twenty.one trustee· eompanies carrying on business, in .Ansh'nlin, ancl 
the amount and method of investment of the trust funds which they 
control, for each of the ~•cars 19~7, 1931, 1935 nnd 1936. • 
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'rRUSTEE COMPANIES-AUSTRALIA. 
(a) LU.DILITIES AND ASSETS Oll''TIIE Co~A'NlES, 

{ln millions of pounds.) 

Hl2i,• 1031,• 1035,• 

£m, £m. £m. 
Liabilities-

Capital paid-up . . . . I.16 1.36 1.36' 
Reserves and undistributed' profits . , 0.91 I.OB 1.16 
Other IiabiUtie.'i .. 0.14 0.16 0.16 

Total Lfabifities .. 2.20 2.59 2.67 

Asseta-
Government and .Mttuioipnl Securities 0.78 0.79, 0.86 
Mortgage and other loans .. 0,36 0.49 0.46 
Rea? property .. 0.80 l.06 I.OB 
Other assets .. 0,26 0~21 0.27 

Toto.I asset~ 2.20 2.1m 2.07 

• 1•nrll)'Mtl1nntNI. 

1030, 

£m. 

1.36 
1.19 
0.16 

2.10 

0.83 
0.60 
l,ll 
0.26 

MO 

(0) APl'llOXIMATE INVESTMENT OF TRU$T FUNDS ADltINISTERED B\; THE, GO)IPA.NIES. 

(In millions of pounds,) 

•rruat F11ml Auet.-t. ID2t.• 1031.• 1{135.• uiso.• 

£m. £m. £m. £m. 
Government and Municipal SccuritfoH 39 47 69 62 
Mortgage and other loanst .. 28 30 38 37 
Real property . . . . 36 44 Gl 61 
Other assets (including 11hnrcs ;n 

Mmpanica) 30 56 05 60 

Totnl Trnat Fund Assets 136 _186 218 219 

• l!'i~urcs for oaeh ~·enr, e~peolallv 192i nnd 1031, nre J>nttl~· elltimo.ted, 
t About 4r, 11er cont, or th~ rnoriJ!a~o·\01111~ \1oro in r11rnl diat.rlctll, nnd n\Jout 55 per cent, In urbn,n 

df~trlctil;, 

BUILDING SOCIETIES. 

414. Building societies exist in every . State, and are usually 
incorporated under the statute law of the State concerned. 'rlwir 
function is to assist peopl~ to acquire homes. or business premises 
for occupation or investment. 'fhc capital provided by the sJwrc• 
holrlers may be augmented by subscriptions for terminable 01· 

participating shares which from time to time arc repaid. 'l'his 
results in some variation of the aggregate capital invested in this 
type of company. The slia!'eholders are usuallv small. Few of the 
directors are also directors of banks or the larger· financial institutions. 

: 

,, 
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415. Most of the capital used by these companies, is proviclcd by 

their shareholders. They make, relatively small use of overdrafts, 
usually only to meet a temporary emergency. Some seek deposits; 
others will accept deposits but do not seek them. 

416. A low ,·ate of interest is paid on call deposits. 'rho rate 
on fixed deposits is a little !iigher than the rate paid by the trading 
banks, for a like term. 'flie, rate charged on loans is limited to some 
extent by the competition of private mortgagees and the credit 
foncier institutions. Most of the loans are made under Building 
Society '!'ables, that is to say,. the amount borrowed, with interest, 
is rcpaJ'able by periodical equal instalments (usually fortnightly 
or monthly) over a term ,of years. '!'he 1·ate of interest charged on 
these loans is usually higher than that charged on other mortgages. 
To some extent this is explained, by the increased cost of collection 
and supervision, and by the fact that the private lender docs not 
seek this class of business owing to the difficulty of re-investing 
the small amounts of capital included in each payment. 'rhe 
proportion of Joans on mortgages, that is, where the whole of the 
pr'incipnl is repayable at a fixci! date, is relatively small. 

416A, 'l'hc following tables, compilecl from figures published· by 
the Commonwealth Statistician in We 11"\inmwe, Bulletin, slww tJie 
magnitude of the operations qf· registered building. and investment 
societies in Australia for the years 1927 to 1935. 

BUILDING' SOC!E'flES-AUSTRALIA. 

LOANS ~!ADE AND RF.1'.Alll, AND LIADJLITIES AND, .ASSE'l'S, 1927 TO' 1030:. 

J.lnbllltlcs, Asscui, 
., 

J.oans Itepny• 
Granted mont.of 

A!l\'tmCM Yn,r. dutlng J.onnff Cn1llt11l Other Totnl Totnl )'Car. durlnl! nml i)('pO~\i.s, I.lo.bill· Ll11hlll• on Other 
yc11r, 

llC'-Cf\'C!, ties. .tics, ::irorl- M~cta. ,\gseU. 
gngCI!. 

I 

£m. £m. £m. £m. £m. £m. £m. £m, £m. 
1027 .. 2.2 2.0 6.0 2.7 0.5 0.2 8.6 0.0 9.2 
1928 .. 2,6 2.6 '0.2 2.8 o.o 12,0 11.4 1.2 12.0 
1020 .. 2.8, 2,8 0.6 2:0 0.7 13.2 12.0 I.2 13.2 
1030 .. 2.4 2.0 lO.O 3.0 0.0 13,6 12.4. l.2 13,6 
1931 .. 1.3 2.1 10.1 2.8 0.4 13.3 n.o 1.4 13.3 

1032 .. 1.0 1.8 JO.I 2.6 0.3 13.0 ll.4 l.6 13.0 
1083 .. l.2 1.0 0.8 2,5 0,4 12.7 ll.O l.7 12.7 
1934 .. 1.5 2.1 9.8 2.6 0.2 12,0 10.9 1.7 12.6 
1036 .. 1.8 2.2 o.o 2.6 0.4 12.5 10.8 I.7 12.5 
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FIN.ANOE AND CAS!I ORDER COMPANIES. 

417. In recent years sevcml types of companies have heel!' 
established to provide relatively short,term credit for pnrticnlllr 
purposes. '1'l1esc may be divided into two classes:-

( a.) '!'he finance companies, which provide funds to finance 
the sale and purchase of specified goods on, l1ire pnrclume 
terms, as for example, motor cars and trucks, 1•aclio 
sets, refrigerators and elec_tric domestic nppliancus. 
Some of these companies also finance the purel1use 
of stock for traders, and of plant and machinery for 
small manufacturers. They also discount book debts. 

(b) 'l'he cash order companies, which provide cash orders 
or cash loans on personal secmrity witl1out" un~· 
stipulation as to the type of goocls or services to he 
purchased. These loans nre repayable by instalments 
extending over a· period usually not exceeding six 
months. The cash orders are mainly usc,rl for the 
purchase of drapery, clothing and boots. 

418. '!'he eash order business is widely diffused throughout 
Australia and is carried on by a large number of companies ,incl 
individuals. It is impossible to estimate its volume, but the evidence 
indicates that it varies with economic conditions, being greater in 
times of prosperty and less in times of depression. ~!he companies 
included in both these classes provide most of the funds required 
out of share}10lr1ers' capital and reserves, but make some use of bank 
overdraft. 

r_rlig STOCK ExCIIANOES. 

419. The main function of the Stock Exchanges is to provide 
facilities for bringing together those who desire to buy or sell 
Government 01· other securities, and shares. in listed or approved 
companies. They also provide fneilities for obtaining subscriptions 
to 11ew issues of Government securities and shares in companies. 'rhc 
Stock Exchanges as organisations do.not provide capital for inclustr,•, 

GENERAL, 

420. llfost of the finance required by commerce and industry js 

provided by the organisations described, but there is, in addition, n 
large volume of private finance provided directly by individuals and 
indirectly by solicitors and agents on belialf of clients, l\fost of tlie 

payments pass through the banks, citlter as deposits or witltdrnwals, 
hut the capital thus provided is subject to little control or dircotion 
by the banks. 

... 

PART II. 

CHAPTER V.-PROPOSALS FOR MONETARY 
REFORM. 

CREATION OF CREDIT. 
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PROPOSALS FOl!, MONETARY REFORM. 
421. In the course of om· inquit-Y, our attention J1ns been directed 

to a numbc1: o~ proposf\ls .for the reconstruction, 01·· amendment, of the 
economic a.ad financial systems. We have been impressed by tho 
manifest· sincerity with v .. ·hieb many of these viQws were propounded. 
Upon examination, howm·cr, we were of opinion that .some of tr1e 
proposals were outside the terms of our reference, but, in this pnrt of 
our report,. we deal with the more important of the proposals that 
fall within tliem. 

DOUGLAS SOCIAL CREDI'l'. 

rruE OU'l'J,tNE 01" THE 1l'IIEORY~ 

422. In the, first instance, wo, muy set out the proposals whfoh 
it is convenient to group togcthel' ns "Social Credit", or "the Do·uglas 
Social Credit mov·cment 11

• 'fhis group covers a diversity of individual 
opinions, and it will' be ncc~,sary to amplify the outline later, but 
it appears that the common g1·ound, o\· basic. }lrinciples, can be briefly 
stated as follows:-

( a)· the advocates point to the "paradox of poverty in the 
midst •of' plenty 11

1 nnd· to the wastage and destruction 
of produce, and the restriction of production, at times 
when many are in want i 

( b) they sny that this state of affairs is due to a permanent 
tendency towards a shortage of purchn.sing powcr-i<.c., 
money in some form or other-and that the communit)t 
is therefore unable to buy all the consumable goods 
1n•oduce<l; 

(c) they mean by this that the aggregate value, at retail 
prfoe8, of an the consumable goods and se1:viecs put on 
the market, is nlwa.ys-or nearly always-greater than 
the aggregute moucy inconic received br consumers 
(for example, wages, dividends and into1·est) which is 
available to pm·ehasc• tile "ggrcgate output.. 'l'be A + .B 
theorem is offered ns a proof of these contentions; 

( a) they propose that this shortage should bo met by govcm
mcnt control of credit, and' by either, or both, o[ the 
following methods:-

(i) n nation11l dividend in the fol'm of a weekly or 
monthly payment to every incliYidual in the 
community; 
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(ii) the sale of consumable goods at the" just price", 
wl,ich is a price less than the cost, including a 
margin of profit, The sellers, of such goods 
would then be compensated for the amount lost 
by them through selling at this reduced price; 

{ e) the money or credit for national dividends and compen
satory payments would be issued by a "National Credit 
Authority", such as tlrn Commonwealth Bank; 

{f) JP or tlw purpose of ascertaining the shortage of purchasing 
power in any period, a natiogal accounting· woulcl be 
unclertakcn; 

(g) 'J'l1c shortage so ascertained would represent approximatelr 
the amount of credit or money that would be made avail
able by the National Credit .Authority, either in the 
fo1·m 0£ a national dividend~ or compensatory payment-;, 
or by both these methods. 

'l'rrE SuoaTAGE OF Pum::rrAsrNG Pow1m. 

•123. 'l'he fundamental idea of social credit is that there is a 
perman_ent tendency towards a sl_,orlage of purehnsing power, but the 
expression-shortage of purchasmg power--ean be used in dilrcrent 
ways, and it is necessary to have n clear understanding of wbnt is 
alleged. If purehasing power is used in the sense of money ineomc 
nobody denies that, at all times, there is some shortage of purchasin~ 
tJOWer, so far as particular .individuals are concerned. There are 
always some people wl10 never l1ave enough money to buy what is 
neccs~ary_ for a reasonab~c standard of living; It is quite clear, also, 
~hat m tm1cs of dcpress,on, the total purchasing power ( or monev 
m?ome of ~he community) is less than in times of prosperity. 1~ 
~lus sense, '.t may be said that there is a general shortage of purelias-
1ng power m a. depression as· compared with the amount available in 
other times. But it must be clearly understood that the social credit 
theory is not concerned with any shortage of money in either of these 
senses. 

424. 'l
1
l1e social cr~dit contention is that-save p~ssibly in a p~riod 

of boom or of exceptional export-the economic system as a whole 
does not, ~nd· ne~er can,. distribute to individual cons~mci·a all tli~ 
money which the_ p~oducers !,ave to spend ju the course of produetfon. 
In ?ther words, It IS alleged that-save possibly in these exceptional 
per1ods--:-the community,. as a whole, never gets. enough money, in the 
form of mcome, to buy all the eommodities, that are produced. 
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'l'IIE NA'r!ONAL CREDIT ACCOUN1'. 

425. 'l'he first plunk of the soeinl credit platform is the " Gover11-
mcnt control of credit "; o~·-as some say-the "National control o.f 
money". '!'he advocates of social credit say that in the interests 
or the community, it.is not desi1·able that banks, whose 1n·ineipnl 
motive for existence is the making of profits, should have the powe1· 
to expand or contract credit-or as the Douglas Credit advocates p11t 
it-the power to create money in the form of a debt to .the banking 
:-.ystcm, and to destroy it when repaid, r111tis powet, it- is, eontemled, 
should be in the hands or a national credit authority. 

426. 'fhcre seems to be some diffcl'encc of opinion amo11gst t.hcst' 
advocates ns to how far t!1is partieular proposal should be carried. 
Some would ,prohibit any trading bank from making advances out of 
the money deposited with it. But this is not ineluded in the proposal, 
as generally outline<l in the writings to which we liave been referred. 
.In this fom1, the proposal is that the Commonwealth llank1 or SOUJ.<' 
other authol'ity, specially appointed for that purpose, ahoulcl keep 
a national credit ae<~onnt, ns the measure of the credit or money 
availablo· for issue. 

427. '1'his account would be "credited with the value of the 
community's assets, hoth public and pl'ivatc, and with the com
mercialized value of the poJ)ulution ". rrhis means· that a 
valuation would be made of the capital assets of the count,y, 
e.g., land, 1·oads, railwa.ys, waterworks, drainage, b1iildings, 
plant, and machinery. No distinction would be nrndP between 
1mblic and private property. Property would be taken .tt 
replacement value, if in use, or, i£ not in use, at market. value. '110 

this would be adtled a sum to represent " the commercialized value 
of the population", or, as we unde1·stand it, a capitalization of the 
earning capacity of every member of the community. On t1w other 
side of the account, we gather that there would be a debit for a 
sum l'Cprcscnting the existing supply of money. 

42f From time to Umo, for, cxam11le1 m1uuall,r1 t}w naliornll 
eredit account would be credited with amounts representing the value 
of the total national procluction, which inclndes-

(a) capital goods and consumable goods produced, at cost 
including profit; 

(b) imports;-
(c) capital apJ>reciatfon (the increase in value) of land, works, 

buildings, and the like, 
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und debited with uiuounts representing the value of the total national 
consumption,. which includes- • 

( cl) total 11ational consumption; 
(o) cxp01·ts; 
(f) capital depreciation of land, works, buildings and the like. 

Any money issued from time to time would be debited to this account 
un~ the ~rcdi_t bulnnc~ would be regarded us n fund ·from which th~ 
n11ttonnl credit authority would issue credit or money for-

(i) "Nntionnl dividends"; or 
(ii) pa)•mcnts to compensate the sellers of consumable goods 

for selling them at the "just price"; 

untl also (according to some ud.vocates) fo,~ 

(iii) the finance of national. and· semi-national unde1•takings, 
and social services ; 

(iv) the reduction of the nutionnl debt· 
(v) the relief of taxation. ' 

'l'he ex:cnt of the issue for uny of the last three purposes· would be 
tlet?rmmcd b! the Government, or entrusted to the .. discretion o( the 
nnt.101rnl credit authorit;y. 

'l11IE NA•r10NAL DIVIDEND. 

42,9:, 'J'he rn~tional dividend can be briefly cxplniuccl. {t fovoh-cs 
t.lic paJmcut of some fixed sum to every· member of the comm 't 
weekly, month!~·, or <tunrtcr}y as may be determined. These pay:~\ 1f~ 
would be. made by the_ national credit uuthoritY-J>1·esumably the· 
Com111om1ten!tll nank-m lcgnl tender money, or by cheques 

01
. 

vouchcrs whieh could be cnshctl if required. 

'rim JUS'l' PRICE SUDSlDY. 

Tl 
430. 'l'hl' '~ .iust price" snbsid,v r(•qnircs more deh1iJed fl•catmcnt. 

le 1no110:ml 1~ as· follows:-

(a) the 1t~lvocutes •~ssumc that the figures a})peuriug jn the 
i~nti~:inl cr~,c!1,t ncconnt as the "Total National Produe# 
tlou nud l otnl Natioua}. Consumption" when taken 
over nny particular period, would show so~c substantial 
c..xcess of production ove1.· consumption, and this would 
~c rcg'Ol·dcd as the measure of Ilic shortage of purchas
n_ig power to be made up. by the "just. price" sub~idy 
c1U~cr nlo~e! or in conjunction with some scheme of 
natiounl dlVldend: 

lio 
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(b) taking these figures as n guide, tho Government or the 
national credit authority would then fix some percen• 
tago-say 25 pc,· cent.-by which the· retail prices of 
eonsumnblc goods would have to be reduced below cost 
in order to qualify for the subsidy; 

The cost referred to, is the cost to tho retailer, plus 
a margin of profit, fixed or regulated by the proper 
authority; 

(c) When the goods had been sold to the consumer at this 
reduced price, the retailer would, in duo course, apply 
to the national credit authority for payment of tho 
subsidy. Some system would J1ave to be devised for 
chceldng the sales and verifying compliance with the 
conditions-Le., tliat the price hnd, been reduced and tho 
fixed margin of profit not exceeded; 

( d)· When the national credit authority wus satisfied on these 
11oints, it would-pay to the rct.iiJcr ns subsidy the clitrcr• 
once between his " cost" price and' the price at "hich 
the goods hnd been sold ; 

(c) the payment would be made by a cheque or ol'der, which-
might be cashed or credited through the banking system. 

·'!'here has been some hcsitntion, upon the part of some of the 
social credit ndvocatcs1 .,in 1·cgardin1r these payments as money i 
but it is clear from the evidence of ~fojor Douglas before the 
Macmillan •Committee that he regards. them as money. 

SIIORTAOE OF PURCIL\SINO PowEn EXAMINED. 

431. Having set out the proposals, we can now proccccl to examine 
the arguments iii support of the theory that there is n permanent 
tendency towards a shortage of purchasing power. No statistics exist 
which in our opinion, serve to establish the truth of this theory. We 
invited the advocates, who appeared before ~1s, to provjdc us with 
such statistics, but they were unable to do· so. 

THE A + B TnEORE>I, 

432. The ordinary view is tbnt whatever is paid out by the 
producer as the costs of production must sooner or later be paid to 
some one who receives it ns income, which 1~c can spend, if he so 
desires, on consmnnble goods. 

433. Major Douglas, the founder of this school of thought, contests 
this view, nnd purporLs, by what is known as the A + B theorem, 
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to-llcmoustl'Utu thnt there is a permanent. tendency towards a shortnge 
of purchnsiug powe1·. His s\ateme11t is as follows.:-

A (ncto1·y or otl1cr 11rotluctivc· orgnnb.n.tion h1111, \Jesldca ills economic function 
1u n producer o! goods, a financial nspect--it ma.y \Jc, regarded on the one h:rnd 
an n dovico for the distribution ot purc}10.sing. power to indlvi<luals1, through 
tlw media of wngcs, salaries, and dividends; and on the 0U1er ho.ud, as n 
mllnufo.ctory of prkcs-tlunncial values, From t.his Sl(utd•poi11t1 its paym<mts 
11wy be dh:idcd into two groups-

Grou)l A.-All payments made to indivitlunls ( wngc~, salaries, and 
di,·idcnds}. 

Uroup n.-All 1iuymcnts mu.de to other orgnuiui.Uontt (rnw matcriuls, 
bank clinrgc{I, nnd other cxternnl' costs). 

Xow, the r11tc or now of 1mrclll\sing 11owcr to indivhlunt~ i!J 1·~prcscntcd by 
"A·•, but $incc nll payments go into 11i-iccs, the rate or llo\v of 11rices cnnnot 
be less th1m·" A" 11lu9 '' n ". Since "A" will not purcl111sc "A" ph.us II n.", 
l\ proportion or the protluct nt lcnst cq_uh-ntcnt to "D ,,. ntust UQ tlistrifm(cd by 
n iorm or pnrcbn~ing power which is 11ot co11111rit;('d ht the dL"Scri1,tio11 groupct1· 
nuder" A". 

434. 'l'l1e fo~-;l obscnntion to hC" nrncle 111>ou this, ns n Jogical 
<lcmon~lrntiou, is that it lncks precision -where precision is essential. 
'1'hc theorem may refer to-

f fl) '1'hc }lH,nucnts, nucl prices of the 11rociucts of only those 
factories or orgnnization!i which pt·o<lucc consumers' 
goods. • 

tb l 'l'hc .11armcnts and prices. of the product$ of all faclo1·ies 
or organizations· irrespective (tf wl1cthcr they produce 
cvnsnmcrs' goocls or producers, goods. 

11·) The pnymcnts of all factories· or oi-gani1.ntions1 but the 
prices of i1ie products of only those factories which 
produce consumers' goods. 

Con.:,umcr:,' goods or products arc the commodities (such ns food 
and clothing) whicl1 arc purchased by individtlal, coosmuers-thc 
public-for their owu consumption or use. P1·oduccrs' goods are thl' 
commodit.ics (such :1s machinery. tools, and• mntcrials) which arc 
purchase,1 by other factories or organizations for the purpo~cs of 
mannfncturc of other products for sale, either to the public or to yet 
another factory. 

43fi. lt wm llr casfor to .follow our int.erpretntion 111tcl criticism 
of the ~ocial credit theory by reference to the accounts· of three 
associated pl'orluctive organizations, each of whiCh, for convenience, 
we shnll call a "factory". The statement which follows is based 
u1,on nn investigation of the actual acaounts of n; baker,. a flour-miller 
and a fnrmcr for the year ending 30tl1 June, 193G. It shows iu a 
summarized form the cost of manufacturing and selling .the bread; 
the cost of manufacturing and selling tlle r1tiantity of flour used b~ .. 

• • 
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the bake1· to make the bread, and tl1c cost of growing tl1e qunntity 
of whent used by the miller to make the flour. For the present 
vm·posc n· summary is sufficient. In clue course. these cost.~ win be 
considered in· greater detail, 

SUM1.!ARIZED STATEMENT Ob' COSTS. 

1111.kor. )0Uor. ll'Armor. 'l'ot.nl. 

£ £ £ £ 
V1lluo o[ production-

.Bn.kor-brend .. 0,010 !1,0IO 
:\Ullor--

:h~lour 2,825 
3,0:10 Offals .. 805 

1"11Tmcr-wlwnt .. !?,747 2,747 

6,010 3,030 2,7i7 16,387 

Cost. o( 1iroduotion-
"A " payments--

W1~J!:CS nnd enlnrics :?,006 310 3-Ui 3,621 
J'ri>fifll 017 226 260 1,412 

'l'otnl·" ..A II pnymonbi 3,88:1 536 OH G,033 

",ll" 111~y111c11t.s-
'Flour .. :!,S~!'S 

2:1.i:1 
2,825 

~Vhcnt 2,747 
Qf.ltcr .. :!,302 3~7 2,133 4,782 

'l'otul ··A., + "B " payment~ U,010 :i,630 2;747 15,381 

481i. lf the first of the three interpretutions of, tho A + B 
theorem is intended~ the statement that the ".A" payments from 
tl1c fnctotics producing consumers' goods .U'l.' less thnn tJw tot~il prices 
of the goods which they produce, ennuot be disputed. 'rhr "A" 
pn~'munb; of the baker, which amount to £3,883, arc iu thrmselvc.~ 
not sufficient to buy the whole of the brencl which he produe,s, 
vnlue(l at £9,010. In fact, this peisition must always arise, for 
it' is elem· that the "A ,, payments of any fncWry must always be less 
than the total value of its production. But· tlJC " A ,,. payments of 
nuy fnclo1·y do not constitute the whole of the income di~tributed to 
commmm·s nnd available to 11urchnsc its production. Sooner or fatcr, 
its "B" payments will appear ns '1 A,, payments in some other stage 
of production. We shall deal with this Inter. 

487. If t11e second interpretation is jntcndcd, the theorPm mruu$l 
that the purchasing power distributed by all factories to inrlivi<lnnls 
as, "A 11 payments is not enough to purchase all the commodifo•s 
whicJ1·these-factories produce (that is, both producers' and cousnmrr~' 
goorls). 'rhfa also is true. For instrmce, in the examplfl givru. t.l1P 
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total "A" payments amount "to £5,033,. while tho ¥alue of the total 
production amounts to £15,387. But the cost of. wheat forms patt of 
the cost of· flour, and the cost of the· llour in turn forms part. of the 
cost of the brcnd. The consumer of bread-is not required. to pay 'bpth 
for the finished product and for the raw materials from which it. is 
mndc. Therefore, if the amount pnid by· the baker to the miller for 
flour, and by the miller to the farmer for wheat, be deducted from the 
value of tlie total production, the position is M follows:-

V aluo of production- £ £ 
Bakcr-brcncl 9,010 
i\Iillcr-offals 805 

9,815 

Cost of production-

'.'.~;; ~!~!~~! (oth~~ than wheat and' 
5
'
039 

flour) . . 4,782 
9;815 

'l1his is exactly the position we shaH linve to consider ,v}len we clisenss 
the third interpretation in the next following pnrngrupb. 

438. We come filrnlly to the thh·d· intcrprctntiou of the tJ1corcm. 
In this, ditlcrent meanings are given to the lCtto1· "A. n w11en it is 
used alone and when it is used in the expression "A+ B ". When 
"A" is used alone it refers to the income, amounting to £5 033 
distributed. as wages and profits by all the factories. But when ,; A,; 
is used' in the expression "A+ B" it refers ouly to the wages and 
profits of the baker amounting to £3,883, nµd thorcfore tJ,o expression 
"A + B ,, in• this case means the p1•icos c1·c~tcd only by the factodcs 
producing consumers' goods, costing £9,815. While it is clear that 
direct paym?nts of £5,033 will not purchase good.• costing· £9,815, the 
truth or falsity of the assumption made in this interpretation depends 
as in tl,e first interpretation, upon the distribution of the "B" costs' 
and if it is shown that these ultimately' become pu,tcbasin" powe/ 
no shortage can arise. If there is-a shortn"'C therefore . it mu;t be du; 
to either or both of the foJlowing causes,_: ' '· 

(a) fhat some of the costs incurred by the fnctol'ies-producing 
consumers' goods arc 1tevcr distributed· ns purchasing 
power to individual consumers. 

(b) Tliat although all the prices created (or costs incµrrcd) 
by the factories produeing consumers' goods are sooner 
or later distributed as purchasing power to ,individuals, 
some of the purchasing power distributed in their pro
duetion has been spent by the time t11e consumers' goods 
come on• the market, and some of it· may not then have 
been either distributed or spent. 
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-l:39 .. 'rim questioµs raised. by all or these iutequ-ctutions mur, 
therefore, be stated ns. follows:-

(a) Is there any cost wllich is incurred in the production of 
. consumable goods, or services, which is not either paid 

as income to individuals 01· else passed on, so that, 
ultimately, it appears as purchasing power in the• bands 
of some one-! 

(b) Is there· a shortage on account of the fact that the pur
chasing power, distributed ns costs, comes into the lrnnds 
of the consumer· at different times, and, therefore, that 
some of it may be spent before the consumable product 
is put on the market, and that some of it mny not 
become available until later'/ and 

(e) Docs the practice of saving necessarily 1n·oclucc any sneh 
shortage as is alleged I 

We slrnll conside, eneh of these in due course. 

440. \Ve hllvc now set out whnt we consi<lcr lo ht• the important 
questions raised by the· A + B theorem. But some advocates. of 
sociat credit do- not rCiy entirely npon this thcomm. '!'heir views, 
howt!ver, raise the same questions, and our examination will covet· 
-both their arguments and tl1c A + B theorem. 

'l1nE Drn1•mnuTro:-r OP bos·rs. 
441. 'fit<· obvious method of npprouchiug thl• Hri;l tJm•stio11-

whcthcr there is any cost which is not ultimately represented' by 
pnrc1rnsing power-is to tnkc the itl'mS one py one and see what 
becomes of the money. lilOr this p1uposc it is convenient to refer 
to the foregoing "Summarized statement of costs", which covers thr 
whole of the costs relating to the production and sale of bread, It is 
clear t}rnt the "·A" pnyments1 consisting of wages, salaries, and profits, 
nrc purchasing power which recipients can spend as they clioos('. 
We are not at tl1e moment concerned with the fact that some of tl,e 
payments nrn.r hn,•~ been mnd<', nncl the- mone~· ::.pent. before tbe 
bread is 1\\'nilnble for sal~, or some of it SllVccl, ot· with the fact thnt 
sonic of the profits J\Hl)' be undistributed. 'l'h('i,.r nspects win h(• 
uonsi<lered litter. 

442. 'rlie· "· B " pnyments mny be cousidc1·ce,l mulcr t,wo hcudings. 
'!'he first group consists of the raw matcrinl of the, indu.st1·y, ,vhich 
constitutes the whole or greater part of the income of the factory from 
which it is purchased.. For example, the amount paid for flour by 
tho baker appears as income of the miller, and the amount paid for 
whent by the miller appears. as income of the farmer. It is clear, 
therefore, that these amounts create purchasing power when received 
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by tho miller or farmer. Some pnrt of them will be· puid to 
other individuals or organizations for • goods• or ,erviees, and is. 
purchasing power in their· hnndsc 'l'ho balance will, represent Um 
profit of the miller or fm•mcr which he is free to use as he choose.. 
'l'he question, thcrofQ1·e, resolves itself into ·nn examination qf the 
distribution of the other "B " payments ·of all the businesses, which 
amount to £4,782. These are set out in detail in tl1e table which 
follows. '!'ho amount paid by the baker for flour and by the miller 
for wheat arc excluded. The statement does not show the total 
othe1· "B" costs of tho miller and· farmer, but only thnt proportion 
of these charges whioh relates to- the quantity of flour sold to the 
bnker, and to-the number of bushels of wheat rcquh-ed to make it. 

OTllER. "D" PAYJIENTS, EXCLUDING FLOUR, AND WHEAT, 

ll..1ket, lfilfer. 

£ £ £ ! 
(•) Goods-

407- 4fi7, :'\fntcrittl. 
Seed whMt.t~·rolinsed:: r, s 
!-\11porphos111at.-0:J .. 101 JOl 
S.lok11 .. .. .. 41 }?8 !H9 
lfofflo feed .. 28.'i 285 
l<"i'rowood 227 41 268 
Petro) 00 00 

'l'otnl 1ioocls 000 82 :J74 1,421.i 
(/1) ~r\llcc11-

Elcotrio pC111-or 20 20 
f',:.irti,go .. 82 /i2 IM 
ltnil frci:;ht. .. :m2 802 
Lusuranco liG l< 2 7:! 
•rc101lhono• :: .. 17 ' II 35 
•tm,·Nling ospcnscs , . 31 30 01 
General c,Xt>e11~ ... 12 24 00 132 
Ptinting-nnd atn.ti~nory 17 JG r, 37 
llepl\in. nnll mninWnance 103 3• 120 200 

(c) Hout. .. 3(U 0 310 080 
lnCorcst 28 •114 4-12 
(d) Flour i.x .. r;or. ilOG 
l,and to.xoa and mtes GI r, 60 125 
(e) Jloprccio.Uon .. 101 47 240 307 

Tot.I .. 2,302 34? 2,1:13 4,782 

443. Payments of n similar· nature have been dnssificd iu groups. 
'l'hc first ,group includes other materials of v·arious kinds pm·chascd 
by any of the faetorics. The amounts so paid form pnrt of the income 
of the person to whom, or organization to which, they 111·0 paid, and 
thnt income may be dissected' into, "A" nnd "B,, payments in the 
snmc manner as. in the account we are now considc1·ing. A litt.Ic 
~onsidcrntion wHl show that a Jarge proportion of mnny of these· 

i 
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pnymeuts must consist. of wages. ln· some eases p,·nctieally U,e whole 
amow\t is expended in• that munncr, as for instiuico, iu the case oI 
firc1vood. In others, wages may not form such u la1·ge 1iroportion. 
bccausn some· of the raw material used bas been p11reh11scd from 0U1cr 
~rganizat~op.s, which iu turn distribute pnrt of their income ns wugcs. 
Supcrphosphates, sacks and petrol are in tbis class. 

444 .. 'rhc· next group deals with 8erviccs. Herc, the pcrccntagl' 
of' wages· is probably higher than in the ease of mutcl'ials, and th,• 
conditions described in the Inst preceding paragraph apply with 
equal' or-even greater force to these payments. Analysis would also 
show that. a substantial proportion of the " B " payments. of these 
organizations will in. turn be also eventunlly distributed to some on<• 
ns ,wages. 

445. 'l'he third group includes rent and interest. H these ar,• 
,,aid' to an individual, there is no doubt that tbuy arc 1mruhnsin{! 
tlowor in. his hands: If paid to an organir.ation, they form pnrt of jts 
income from which salaries and othct· expenses urc paid. 'l'h" 
bnlnncc is profit, which the proprietors nt·o free to use as th<>~· 
choose. 

44G. 'l'he fourt-b group includes certain forms ol tnxntion; in this 
case-flou1· tax, land taxes and rates. These payments do, not result 
jn-any wastage of purchasing· power. The money provided by· taxa
tion is distributed by the Government or municipality in such forms 
as snlaries, wages, pensions or bounties, or ns intot•est on lonns, or 
payments for materials or services. 

447 .. 'The Inst item is the amount of the clcru·eeintion· included jn 
the costs of each of these businesses. There appears. to be n, great 
deal of misunderstanding about the effect of depreciation upon pUl'
ehnsing power. Tl1e amount chorged for 1lcprccintion is nu estimate 
of the loss of value in the assets used for production, either by wear 
nnd tear· or by the passage of time. The effect of charging 
rlcpreciation as a cost is to provide that an equivalcnt•amount shall 
be witbhcM from distribution,. and thus in time· provide a fund for 
the replacement of these assets or for the eventual return of the 
capital invested in them. It is not usual for tho amount set a.side 
for depreciation, or ns reserves !or ot11or purposes, to lie with<lrn:wl1 
from the business and separately invested. In nearly every case ti•• 
ninount is· retained· in the business, nnd used as working capital, ont 
of which wages and expenses. nro· paid and materials nre purchnsccl. 
It is clear, therefore, that in these circumstances the amount set aside 
f01• depreciation is not lost as purchasing powc1•. 

448. T}ierc is, however, another nrgumcnt which may bC' usl'd 
to show tl1at amounts set aside for depreciation do not 11ccessarily 
rcclncc pnrclrnsing power. In tl10 ordinnry conrsc every factory 
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is continually replacing something,. and in. any particulai· year it may 
spend, in that way, more than it has set aside fo1• depreciation out 
of the proflts. of that year, Whilst some factories are spending less 
than they arc setting aside for depreciation, others will be spending 
more. The failure to replace may reduce the purchasing power 
distributed· by the industries which supply replacements, .but 
the purchasing power representc?d by j;h0 ,unspent amount is not 
lost. It remnhis jn the business, nud is· used: in, the manner•,previously 
described, If, however, t.he, amount spent upon replacements exceeds 
the amount set aside1 there is an jnerense in the purchasing power 
distributed by the industries which supply replacement goods,. but 
on the other hand the .working capital. of the business is necessarily 
reduced. If there is a difference between the amount set aside and 
the amount spent t11is indicates n_ transfer of purchasing, powei·, and 
not a loss. '£he question of expenditure· upon replacements isi how• 
ever, closely allied to the larger question, of capital expenditure wl1ich 
will be considered later. 

449. It is clear, therefore, that,, sooner· or 'later,. every "B " pay. 
ment becomes the income of a consumer, which he can spend as 
he chooses. '!'he fuot that some part of the "B " .payments and 
profits may eventually come into the hands of some one in another 
country does not affect the truth· of these statements. In some cases, 
the change frotn a II B ,,. to an "A" payment t8.kes· place almost 
immediately. In others it takes longer, because the payments pass 
from one factory to another. This brings us to the consideration of 
nnother factor, namely, the ~ffect of" t.imc" upon thC' distrib\1tion of 
purchasing po1vcr. . 

'l1rrE rn.m ELE~IENT. 

450. ,v e have now to, consider whether there. i~ a shortug~ on 
account of the fact tliat the purchasing power distributed as costs 
comes into t.hc hands of' the consumel' at different times, and, there• 
fore, that some of it may be spent before the consumable product 
is put 011 the market, and that some of it may not beeome available 
until later .. 

451. 'l1hc exam.pl~ we- h~1ve, given enu ~1gain, he used in the 
examination of this question. Tlte wages paid by, and the 
J>roflts of, the baker, the miller, and the former are available 
to buy bread. But it is clear that all the wages paid by the farmer 
while the wheat is growing, and by the miller during the process 
of producing the flour, and all the. profits will not be available .to 
buy the bread when it is offered for sale. If we consider one 
industry at a, particular moment or period of time, it would 110 

doubt be true that the good.s cnnnot be sold unless the purchasing 
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power distributed as costs is then in existence and used for that 
purpose.. But that is an unreal position. No industry is self
containe,d. It is purt of a complicated, continuous, and inter.locking 
syst~1n, The ava,ilablc purchasing power at any period depends upon 
the continuity of industry as a whole. n each industry continues 
to carry on. its operations, the available purchasing power consists 
of' the- whole of its wages, salaries and profits, aml these in turn 
will at. least equal. the total cost of the commodities produced. A 
shortage· can only arise if there is an interruption in the pl'ocess, an<l 
the factories in the earlier stages either reduce their "A" payments, 
or ce~se production. The conditions of any industry, or of industry 
as .. n whole, nre subject to fluctuations which operate at times to 
reduce employment and production, but this docs not prove n 
permanent tendency towards a sho1-tagc of 1iu1·chasing power. 

452. At this stage it is eonvC'nient to refcl' to th<:'-question of 
borrowed money. Speaking generally, it nrnkcs no diftercncc to the 
pur~hasing power of the QOmmuniiy as a whole, whether a busincs.q 
man uses his own• 01· borl'owcd money. If he· uses borl'owcd money, 
h~ pays interest to the l1,1ndcr. Ir he uses his own money, his profits 
are inoreasccl by an amount e(1uaJ to the interest. 'rhc pnrchasing 
power represented by the additioual profit, or the interest, is differently 
distributed, but its aggregate volume is not dlminishcd. When money 
jg, paicl, it makes no cliffcrcnce to the person who reC!eivcs it wlrnther 
he )las been paid out of a ercclit balance or an overdraft. ·r1tc 
purch,asing power of the money is the same. . . . . 

453. The aspect with which we arc most concernetl 1s the var1at1on 
iu· the supply of money available to be borrowed, or, in other words, 
the contraction or expansion of credit. . It is customary for 
adYocatcs • of tltc social credit theory to refer to the repay
ment· of a bnnk overdraft as tlic "cancellation of credit"· It 
is tme that the debt of the borrower is thereby reduced or 
extinguished, but the question is not whether individua1 . ae?ounts 
arc callcellod but whether the total Yolume of bank ercd1t m use 
by jndustry is reduced or any part of it cancelled. Provided that 
the bank is able and willing to lend the money to some other 
borrower, tlw repnymcnt of a bank advance or overdraft has no more 
effect upoll the purchasing power of the community as a whole than 
has repayment. to any other lroulcr. If, ho,:evcr, the bnnlcs are 
un_ablc or unwilling to make frcs11 loan.Sr there 1s a tendency for. thn 
purchasing power of tlie community to contract, jt~st as t_hcrc u; a 
tendency for it to expand when bank advances arc mercasmg. The 
point is that both of these are temporary conditions which clo not 
prove the existence of a permanent tendency towards a shortage of 
purchasing power. 
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SAVINGS. 

464. 'l'hc Inst of our three questions is concerned with the question, 
of savings. In the, orgument presented by Mr. J. C. Foley, on behalf 
or the 'l'asmanian branch of the Douglas Social Credit Association, 
it was contended that--

0 '.l'hc tot.nl coals of induslry cu.u cerlu.iuly 00 rccovurcd if the incomL'B of 
cU1.1B1U11cri; nrc sufficient in thu uggrcgn.to to purchwic nll Rnnl product.a. at. 
p,:iccs which covc1• costs· of· 11roduct.lon, and if nll tncomca a.re 111-cd for thi:!-
1n1r110se." 

455. lt is well known thnt nil consumer• do not \LSC tl,c whole 
of tl1eir ineomc.s to purcliasc consume1'S'' goods. Some• nre able to 
1,urehnse all tltcy require without using the whole of their income. 
Others can· only save by· forgoiug consumption. Still' others require 
to spend the whole of' their incomes on consumers' goods, nncl caimot 
Sll\'C, 

456. Su.vings. may be 1·cgarded· ns purchnsiug power withhelcl 
.from the market by 1•efrniuing from consumption. The most common 
J'Cll:iOII for savjng is t<i provido security ngainst the ordin~y risk~ 
of life. A great pnrt of t1ie· snvjngs consists 0£' l\mounts paid' to 
life asstu·tmee companies,.superannuation funds, and' frfondly societies,. 
or lodged on deposit with banks. Of the amounts paid' to· tho life 
ussnrancc companies, supcrnunuatfon funds and· the friendly societies, 
1H1rt fa .distributed in tho form of salaries nnd expenses ancl' benefits. 
'rhe balance is invested in some form, as for instance in government 
lonns or other sccurjties, or on mortgages. These amounts· f\h·nish the 
bol'l'owor with fonds wl1ich. aro expended to provide cmploymont,. or 
lo purcbnse mntoriols or cnpitnl goods, Bank deposits provide u 
lmsis for bnnk ntlvnnCC!s which ai·e used £01·· similar purposes. No 
tlonbt purt of the bunk dcvosits at nny tinte consists of money u.wait
iug inl'cstmcnt, but such amounts arc available to the ownc1· citl1cr 
011 <.lcmnncl ot· nt n certain date. 

457. At any given ruoment1 some m·e Sflvhig out. of income, others 
arf.' spending past savings, and others again arc borrowiu~ against 
fotu,·c hlcome for the purpose of buying consumable .goods, At all 
times, eonsiclcrnble amom~ts Dre being distt'ibutcU to individuals in 
tlJC form of $upcrnnnuntion allowances, friendly soei'ety benefits, ancl 
Ilic proct!ccls ol life assurance and endowment policies, all of which 
represent savfogs, 01· tlrn rcsul~ o.f savings,. mndc in tlle past. These 
exnmplcs show that the supply of J)Urchasing power is nffcctc,l b)' 
many influences to which the advocates of the social c1·c~t thoo,·y do 
not appear to attach sufficient weight, 

458". It is not denied thnt the relation between saving· and spend
ing mny inatcriall~t increase or· dcrnrense purchasing. power. Ir tl1e 

) 

,) 
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mte at which purcl1asing power is being withl1cld from tho market 
by Rtlving-is not cqunllc<l' by the rate at which· it is boing put baok 
into ·the market by tho production of capital goods, there will be 11 

dccrcnso ,of purchnsing powc1· ancl n tcndcne;· fo1· pdces to fall, 
Jf, ·on• the other hand, the production of capitnl goods exceeds the 
1•jlto of' !UlVing, there will be nn increnso· of pnrcht\Sing power, nnd a 
t.endency for prices to rise, But botk thoso conditions nre temporury, 
anti affor<l no justificntion for tho oouelnsion that tho pructieo or 
savjng, in itself, crcutcs n. pcrmmirnt lt'nclency townrds a shortn~1• 
of purchasing, power. 

459. Tlw fnct that some pcrsolls enjoy an income which jli 11101·1• 
than •ufficicnt to purchase all that thoy need in tho form of consumers' 
goods,. while others cannot purcl1ase the consumers' goods that tltcy 
require tc;, maintain n rensonnUlo-stoudai-d of living, indica.te.ci nu 
unequal <listrihution of income. But thnt is a condition which the 
social ereclit proposals do not nt.tompt to niter. 

'rm:; RBJ.J£01r..~ . 

460. 'l'hc sooin\ credit theory is based on the assumption tlmt 
there ia a permanent tendency towards n shortage of purchasin~ 
power, '!,o remedy this it is proposctl thnt purchasing power should 
be increased either by giving to tl,e retailer, who sells goocls at the 
"just price•>; a compensatory payment, or, by the pn.y.mcnt of n. 
"national clivitlcnd ", or by both tJ1esc menus. But ns we have shown~ 
thut this tendency· does not exist, wo cnunot necllpl the 11roposcll 
l'cmedio.s us n solution of the problems· which the social ercdit them·o· 
pm·ports ·to solve. The social' credit remedies arc intended to 1,C' 
applied~ not only in a depression, but at nny time. '!'he amount of 
credit proposed to be distributed is not insignificant, for although no 
attempt has been made to ealeulatc the alleged shortage, social credit 
advocates speak of a eom1,e11Satory puymcnt of 25 per cent. of selling 
prices. 'l'hc romedics therefore arc merely n method of credit expan
sion, and as this subject is. discussed in an.other vnrt of our report, 
further comment is unnecessary. 

4Gl. The items- included in the national c1·cdit account, mnl the 
incthod of its preparation, lulve been d~scribed and n~ccl 
not bo repeated. 0m" first criticism· is thnt the prnetfoal 
difficulties which must arise, both-in· obtaining the ncccssn1·y foformn~ 
tion, and, in measuring the value of each RS$C-t, arc so g1·ent that un~· 
result· disclosed by tho account would be useless for· the pm•pose for 
which it is intended, No doubt some l'COsonably correct cstimat,, 
could ,be made of some· of the items, but any estimate of others would 
be 11nreliable, and any attempt. to calculate "the eommcrcializecl' 
•voluc of the population" would· be merely a guess. 
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462. Tho idea underlying the :national credit· accow1t is that the 
property of the. community may be used as, security for an· i!!Suc of 
credit up to tl10 full amo\lnt of its value.. There is no· recognition-of 
the foot that somo· of the property· may already have been pledged 
ns security for loans,. or that ii may be so used-subsequently. In that 
e1•ent, tho. same property would be the, security for two separate al\d 
d)stinct advances, one being the issue of credit by the-national credit 
nutl1ority, and' the other any loan arranged privately by the owner. 

Plte Nati<ma! Dfoidcnd; 
463. The national dividend is proposed by the udvocntcs ~f' soeinl 

credit as a remedy for the alleged. shortage of purchasing power. 
There is some similarity between the· national dividend and the social 
services now provided• by the Commonwealth and by tho States. In 
cacb case, those who receive the paymcµt have their purchasing power 
increased, but the fundamental difference is tl1at the present social 
services are· p1·ovided out of taxation, whereas the proposed nnlional 
dividend would be provided out of an expansion of credit. 

'The, J,,st Price. 
464. According to the theory, the u just prfol~" \\:Onld bC' detel'~ 

mined by reference to the annual debits and credits in tho national 
credit account. But,. in practice, it would .be impossible to· deic'r;;.ine 
the •"act amount of the compensatory payment in this manner, and 

•for that reason the advocates of the social credit tl,cory appear to 
be, s_atisficd to estimate the percentage to be allowed. 

465. The difficulties of applying this Jll"Oposnl have been under
estimated·. The variation in the prices at which goods even of the 
same quality are bought and sold Ulldcr different conditions,. and in 
the margins of profit, would create many difficulties,. and it is 
probable that it would be I\ecessary to regulate both wholesale and 
retail prices and therefore 'the retailer's margin of profit, and to 
institute. at a considerable cost, an e\nbornte check over tl1e nccounts· 
• ofthe retailer: 

CONCLUSIONS. 

466. Wo have given full and cnrelnl considcmtion to all the 
material to which om· attention has been called, 01--which we have 
been able to discover for ourselves, upon• this subject. We· fully 
appreciate what bas been urged upon-us with respect. to tho· problem 
of poverty, but· we are unable to· find •that the social credit theory 
offers any so\ution .. 

467. Our conclusions arc as follows:-
(a) There are-always sonic people in the-community who have 

not enough money to buy what is necessary for a 
reaoonable standard of living: In this sense there is, 

I 
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at all times, a shortage of purchasing power. The 
total purchasing power of the community is less at some 
times than at. others. In times of depression, fo,· 
c...•mmplc1 the money income of the community is less, and 
the number of people unable to purchase ncccssal"ics is 
greater, than in times of 1>rospcl'itr. In this sense 
there is, at some times, n shortage of totnl purchasing 
power. 

( b) 'fhe social cl"cdit theory docs not refer to II shortage in 
either of these senses. It ul!cgcs tl1at there is a perma
nent tcnclcney toward~ n shortage of purchasing power, 
in other words, that the economic system can never 
distrilmte to eonsume.t·s ull the monl"y wl1ich prodncers 
have to spend in the course of pi·oduction. 

(c) There is no permanent tendency towards n shortage of 
purchasing power. 

THE FREE ECONOMY MOVEMENT (GESELL). 
468. Our attention hos been cnllcd to the l)roposals for "fret• 

money", as formulated' by Sih•io GC'scll in 7'he Natm·al .Eco11omfr 
Order, and snpportccl by the Free Economy Fcde1·ation in Gl'cnt 
Britain and the Austrntiun Free Economy r~cng:ue. The proposal.'i 
in The· Naturai Ec011om-ic Order fall under two heads, nnmeJy 
"Free Land" and "Fl'eC Money "; but the subject of the first p·art 
is outside the terms of onr reference, nnd our nttcntion Jrns, thcl'<•forc, 
been confined to the proposals for free money. 

469. The objective or th,•sc 11roposuls is to cure industrial 
depression. In GcsclPs vil!w1 the real cause of depression is the 
hoarding of money, which 11revents the rate of interest from falling. 
He contends that the rote would' fall to zero, if people were not 
nllowed to l1old wcnlth in the form of money, . which does uot 
1dctcriorate, instcacl of goods, whicl1 do. His remedy is free money, 
that: is; money wl1iclt• would <lctl?riorntc ns lie c.lnims that ~oods 
deteriorate. He· maintains that this would stop hoa,·ding, allow the 
rnte of interest to fall to 2cro, and cm·c industrial depression. 

470. Iu, this argument indnstrinl de1n·~ssion is explninc<l n'I 
fol!ows,-

(a) In. time· of prosperity tl1ere is nn increase of capital invest-
ment, i.e.:-

" TJic ,;renter the produclion• of wnrcs, the gre11tcr the incrcnse. of the mcnn~ 
of producing wn.rcs (so callctl rcnl c:tpit:l.1)." 

(b) As the capitol investment increases, the rnle of rctnrn to the 
owners of capital diminishes--

" Dut from the~ invcslmcnts, from rc:tl cn.pit.i.l, iulcrclit is cxpcc_te<l, uml !lio 
ta~ of intert'.!st fntrs. U th~ JJraJJorlion of rcnl enpiln.\ to population mcr<.'11.SCI'-
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(c). And then-

.. Aa soon na cupital ~ascs to yield the trnditlono.t intercat, money atrikea, 
nud work comes to II standstill; and depression {oJlowa;" 

or,. in other· words-
·• When men arc• industrious nml inv<inth•e, when hnrvcata_ nrc favoured by 

,1m ,md raJn, when many products n:ro nvaUD.blo to mnltlply hon6<!S nud factories 
-this Is tbc thno thn.t. money . . . chooses to wlthdrn.w (ltltl wnit. And 
bceuuso monoy wit11druws, because dorunnd iA }aeklng, pl'lccs foll null n crisie 
QCCUl'B," 

471. Upo11 this bnsis, Gesell Ul'guos that people would still s>lvc 
but, if there wel'C no money, they would accumulate goods which tl10; 
would be glad to lend, without any rcturi1 in tho nature of intcl'esl. 
Tin thinks thnl tlwr would be sntisfietl if the goods wcl'e• cared for 
nnd 1·ctul'ncd, in good order, or, in the ease of wasting or eonsnmnblc 
commotlitics, if goods of the same quantity and quality were l'C.Stol'cd 
to tho lcudcl', al the appointed time. Ho soys that the only reason 
why tlta snm.e thing does not happeu under a monetary system is 
th11t money is. indestructible, and tl1nt people can l1oltl· their wealth 
in the form or money, and refuso to lend it, unless interest is paid. 
On this argument; Gesell's remedy is free money, m·. iu other words, 
h~ wo_uld dep~ivc. money of tl1is quality of indestructibility, which 
gives its owne1• this advantage over the owner of dcstructilJle goods. 
He contends, that. under a system of freo money thorc would be an 
nnintcn•uptod circulation of cm·renoy, leading· to n O'rnclunl tlcclinc 
in ~ho. 1·ate of interest, as money lost its vower of' cx~cting interest, 
until, if free money were adopted univcl'snlly, fotercst wo1tlcl t'ntir~ly 
clisappcnr. 

472. 'rhe idea of free money is, thcrcfo1·c, thui money should 
hccomc perishable, and Gesell's plan is to subject it to a tax, in the 
nature of demurragc. For this pu1·posc, the only legnl tcndcl' (upnrt 
from a token coi!lage) would consjst of curi-cncy notes, which would 
?" issued yearly or half-yearly, as. determined, and replaced by a nc,i 
issue at the end· of that period. Every note would· have spaces 
marked with the appropriate dates, for stamps to be affixed, week!; 
or monthly, as the case might be, and, at each date, the holder would 
lmvo to attach II stamp for the prescribed amount in order to keep 
the· note nt its full face value. The rate of tax or dcm111Tugc, as 
suggested by Gesell, is approxim~tcly 5 per cent. pc1· unuum; hut 
highor percentages have been advocated. 

473. Undel' this scheme the supply of monev would be· eontl'ollcd 
by n national currency office, which would • issue and withdraw 
currency as 1·equircd. The supply of currency would depend upon 
the movement of prices, i.e.,. currency would be issued· :when prices 
tended to fall, and withdrawn when pri_ccs tended to rise. 

l\ 1 

l~'J 

PuOPOSALS 1-"'0R Zl!oNt;'fAJtk' ltE.POn~r. 

474. lri Gescll's proposals, commercial b:mking is not prohibited·, 
nnd bonk deposits, a.s such, arc llOt taxed; but every bnnk would be 
required, as in the case of any other holder, to stamp tho notes which 
might happen tc be in its possession, upon every appointed or 
"dcmurrago" day .. Gesell does not den! with the question of deposits 
in a nationally-owned central honk; but it is difficult to sec how his 
sehcmc oould be applied if thcso deposits were not taxed, uncl some 
means of charging the tnx 011 thcso dcposils could no doubt b,• 
devised. 

475. Upon this bl'icf surve; nl the proposnls ii seems that the 
following questions nrisc ,_ 

(a) Wbut are the practical difficulties in tlh· applieatinu of thi-. 
scheme tc the Australian economy! 

(b) Would it effect its purpose iu-
(i) abolishing interest, and 
(ii). curing industrial depression f 

1Yc propose to examine these questions without entering upon uny 
critical discussion of the theory or tho nrgumcnt, beyond anything 
that is necessary for that purpose. 

470. In seeking to apply tllis scl1cme to Australia, we think that 
its ndvocatcs have underestimated the practical clit1icultiC's: 'l'he 
rcclLJI und replacement from time to time cf dilapidated notes, wlicn 
pnrtinlly stamped, aua the replnecment of tho wl1olc issue, at stated 
pcl'iods, present tecbnieal problems which could be overcome; bul. 
we· think t1rnt the expenses of ndministi·ntion, uncl, thll inconvcnicnc(' 
to the• public, would be considcrnblo. 

477. rrhe effect upon iradc in normal times is problcumtie1;1I. '\\',· 
can sn£cJy assume tbnt every one would try to avoid the ta."C, or else 
to pass it on. For this reason, Wl' should expect that retail trad(' 
would. go by fits and starts as the <lemurrage days rnme round. 
Traders would no doubt accommodate themseh-es to tlle new 
eonditions, but there would be some inconvcnicmcC' to all' concerned, 
and costs might be incrensed. 

478. So far ns tltc trading bnnl,s wc1'(' concer11ecl, thry too would 
lia,vc to ~dapt themselves to the new conditions, 01• c1sc b'O out of 
business. But we cannot agree with Gesell that tho public would 
voluntarily forgo the eouvcnicnco of the cheque system. On the 
contrary, we think that cheques would be used as the most obvious 
of means for avoiding a substnntinl proportion of the tax. 

479. Business could hardly be carried on, under the conditio11s of 
modern industry, .without something in the nature of a banking 
sy•tcm. We should, therefore, assume that the bnnks would pay 
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the tax upon the currency held in reserve to meet the demands of 
their CU,Stomers, and make an additional: charge to their eustomc1·s 
covering. the· propo1·tion of. the tax attributable to the deposit of 
every customer. The result would be thnt any one who kept his 
money in the bank would avoid the greater part of the tax. .Any 
person who deposits money in a bank is permitting the bank to make 
n loan to some one· who wants to use it .. So fnr· as the money is Jent 
out in this way, Gesell's purpose of putting the currency back into 
circulation is served. But a point wl1ich !,as. to be noticed is that all 
that free money could force out of the banking system would be the 
cnsh reserves held against the deposits, and not the total of the 
'deposits. The forcing out of this money ll!ight have some tendency 
to lower the 1'8te of interest, but the result would not be appreciable. 

480. A})nrl from dopo:,;iti:,; in. thu banking system, we have no 
doubt that other means would be devised for avoiding or evading 
the tax. For this purpose some· people would no doubt seek to convert 
their notes into token coinagC', and it is diffieult to sec 110w this 
could be entirely prevented.. It is not inconeei\>ablc that in some 
circumstances, the token coinage might be worth• more thn~ its face 
1·,tlue in notes. Anotl1er means of' avoiding the tax would be to buy 
goods which do not deteriorate rapidly, if at all, e.g.,. pt·ccious stones. 
Y ct another method would be· by holding sterling or fo1•eign 
currency. 

48]. I11 this connexion, it is necessary to 1ioticr another practical 
difficulty in the ap1>lfoation of this scheme to Australia.. 'rhe idea of 
stnbiliiing price levels by l'egulatlng the supply of eurreney is not 
peculiar. to Gesell, and ~e do not propose, at this. stage, to discuss 
tJrn m·gumcnts for, or ngmnst, this, as a. posstble objective of monetary 
policy. I: is· sufficient to say that, for the purposes of external trade, 
1L ,vould oe uecessary to· choose between the stnbilization of· internnl 
l>l'iccs and that of foreign exchange. Gesell admits that under free 
money· the irntional currency office would be compelled to choose 
between the policy of stabilizing-home prices and tl,at of stabilizing 
foroign exchange. 

, 482. Passing from these prnctica! <liffieultiC's· mid objeCtions to t}ie 
scheme, it remains to• consiclm· whether free money would abolish 
intc!'est or prevent depression. We should say, at the outset, that 
,~o see no reason for ~npposing that money is I1onrdcd to any con
S1Clernblc extent,. and 1t follows that we clo not anticipate that any 
~rent effect would be produced by forcing the hoardecl money into 
mvestment. But, assuming that hoarding is far more common than 
we lmvc _any reason for bc1ieving that it is, there is no reason wl1y the 
rate of mtcrest sl10uld fall to zero if all opportunity for hoarding 
were removed. On the other hand, there are reasons why it should 
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110~. With a falling rate. of interest it is reasonable to lintieipate, at 
the same time, a considerable extension of the demand for capital 
goods, a disinclination to eave, and a tendency for people, who haYe 
saved in the past, to spend their sayings for current consumption. 
. In these, circumstances of a rising demand and a falling supply,. we 
should expect a definite resistance to any further fall in rates, with 
the possibility of a reacFon towards higher rates, 

483. I£ free money fails in this way to effect its purpose of 
abolishing interest, it is difficult to sec how it would prevent industrial 
depression. Its use as n· measure of recovery from an industrial 
depression is a· different question. Free money is desiglled to increase 
the velocity of eirculntion of money. In some c.ircumstanccs it may 
be possible to give -a temporary stimulus to trade in this way, and 
it is not impossible that some use might be made of the prineiple 
of free money in a period of depression. But the obvious question 
would be whetl1er the same or better results could not be achieved. 
by an expansion of the supply of money, which wm1ld not 1irescnt 
the difficulties to which we have referred. 

484. Our attention has been directed to reports of tlll' application 
of Gesell's plan at Swanncnkirchen, in Bavaria, and at ,vorgl,. in 
Austl'ia. Th~ information suppliccl docs not enablc-us to p1·onounce 
any opinion upon the· result of these cxpel'imcnts; but we gatlicr 
that in each case, the ft•co money wns issued as a m<:'asure of relief 
in a. perfod' of deep depression, and also, as an addition to the 
currency tlien in circulation. Ir tllis. is so, it was only a pm·tial 
application of Gescll's plan, ns the depreciating currency issued did 
not completely tnkc t11e place of the existing currency. It was the 
i!isue of adclitional money in the form of a depreciating currency. 
It is a: debatable question how far the results which were apparently 
achieYed should be attributed to the expansion of credit, or to the 
form in which the new money was issued.. Wr! have no information 
which· enables us to discuss tlrnt question. 

OTHER PROPOSALS. 

• 485. It will be sufficient to refer very briefly to other 11roJ)osals 
whfoh.: were presented· for our eonsiclerntion. [n the first place, 
-reference must be made to the propositl, submitted by Mt·; A. V. 
Boisen--:-t.hC "Boisen plan ''-in QnccnsJnnd, and by i\fr: L. rr. Watson 
-the" Watson plan•"-in New South Wales. The basis of botlt these 
plans is the same, • and it mny llc 1un·aphrtttmd as follows. 'rite 
-prillcipnl exportable commoc.litics wonlcl be r,cquh·C'<l or controlJeU by 
some national authority, 'fho internal Jlriccs, i.e., the }>rices to 
t.he producer and for home consumption, would be stabilized at some 
fiverage level, determined by reference to world prices over a periocl 
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of years. 'l'h• exportable surplus would ·be mnrkctcd o,·e,-sona; and 
nny profit or loss.upon. these operations would be paid or-debited to 1111 

cq11nlfaation, account.cstoblishcd f.or that purpose. 
486. Upon considcratiorr of these· propos.als; we think thnt ther 

ar<.1 outside t.hc scope of our reference. They are essentially schemes 
for the mnrkcting of exportable products, which could be carried out 
without nn? a1teration olthc moncta2'y and· Pan}dng systems ns now 
existing. 

487. For the same reason, we have not found it necessary to 
report upon. ~I.her proposals in which .the suggested oltcrotions ih 
the monetary system-depend· upon,. or are merely incidental fo; otl1e1• 
suggc..:;tions for the reconstruction .of the whole economic structure. 
'!'he proposals to which we -refer are .those made by Mrc A. V. 
UL·ecnwoorl nml the Equution League of Australia, and b~r l\lr. f.1. G. 
De Gnris. 

I 

CREATION OF O:Jl,EDlT. 
488: In the course of our inquiry, s.tress has been laid upon the 

fact thut the existing supply of money is, from time to time, cxpanJlell 
or contracted under the banking system, and in· view of the public 
interest which has been attracted to this subject, we propose to givl• 
a brief explanation of the mechanism of the AnRtraliau banking 
system, and of the manner in which this expansion or cont.l·action 
t.nkcs place. But it must be understood tlint this exposition is a 
simplified, statement, whieh necessarily avoids reference to many of the 
1ninot· complications and qualifications, that would, rer1nirc to he 
noticed in n. more extended treatment. In the first instance our 
nttcntion will be directed to the hading banks. ' 

'.VnAD1Na BANK CnEDIT. 

489 The mnin business of a trading bank is· tc take deposits and 
t.o maier-ndvanecs. The d'cposits are of two kindS, namely, fixrd 
rlcposit.s, and deposits on current account. The fixed deposits are 
•·~payable at the end of' the term for which they m·c mude, thrrr, 
•nx, twelve or twenty-four months, ns the case mny bt', ancl inl.t!rest 
is paid at l'Dtcs which vary acc01·ding to the length of the term. 
'Phc convenience· of a Jixcd deposit is that, instead' of hnving to sMrcl1 
for nnoth('r form of investment, any one who wishes to invest monev 
for a short pe,riod can leave, it with tlie bank nt interest ;nd 1•ece,iv·e 
the same sum at maturity. In the case o.f a deposit on curr£>nt 
nccount, the banks usually allow no interest, but· uncfortokr to rrpay 
the money whenever called upon to do so, by meeting the cheques of 
<'VC!'ry customer, upon presentation, up to the· amonnt of his de,posit. 
The convenience of a current account is ·that monev which iK not 
immediately required cnn be left with the· bRnk; nucl: thnt pnymcnts 
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cuu be made 01· reeeivcd hy means of cheques,. which tho bunk. will 
puy or collect. By this means the customer can· make or receive 
payments without the trouble and risk involved in hnndling the cash, 

490. 'l')te bank's undertaking is to repay the amount of the deposit 
in legal tender money upon dcmond or on the due date; but, in the 
meantime, the depo.sits prQvide n source from which, within limit8, 
tJ10 bank can mako advances, In this way the trncling banks nrH a 
link between th~ p_eople who have money which they are not using, 

'nnd the people who want to borrow. 
491. In London, where the· practice· is to make advances iu the 

form of a "bunk loan", the whole amount advnnced is crcditccl 
immediately-as ·a deposit to the borrower's account, which is rcdncccl 
:1s the borrower. draws upon. it. In A ustrulia, where the pructiCC1 
is to advance upon the overdraft system under wliich the horL·owPL' 
is allowed to borrow up to a limit, the ad,·ance consists. only of the 
nmount owing, to the bank from dny to day, und no part of it appears 
a:, a deposit to the borrower's ncconnt. Unclcr·cithcr system, the bunk 
undertakes to meet the borrower's· chcqu~s. in legal tender money. if 
L'Cquil-cd~ up. to the amount arranged. 

492. As a business undertaking, u bank is concerned with making 
pl'ofits for its shareholders, and in the bank's own interest, if for 
no othe1· re~son, it is bound to provide secmrity for its depositor~. 
lt must therefore see that its assets ore in the long run sufficient 
to covel' its liabilities, and t1rnt· it }1o!ds sufficient "cash r<•serves" 
(that is cash and· assets which can be rcndily tm·nNl into• cnsh) to 
enable it to meet nny demand thnt is likely to be made upon ii'. 1'he 
total whfoh can be advanced by a trading bank is limited by 1.hc 
necessity for keeping these cash reserves. 

493. '110 explain the effect.~ whielt the making ancl repa;ymcnt of 
bnnk ndvnnces. have upon bnnk deposits, it is convenient t.o trace 
what would' 1rnppen if the whole busines.~ of the trading bunks Wl'l'O· 

concentrated in n single bank. When nn advmtcc is grunted, the 
borrower is authorizcct to clmw cheques upon the, hunk. Som(' of the 
cheques so drown will' be paid in os deposits to the bank by otlirr· 
people. Other cheques will be paid. in cosh, for example, cl1e<1ncs 
to pny wages, &c. But much of· tl1e cash so obtained will, when 
spent, be paid in• as deposits·to the hank, for example, by storekeepers. 
(In a selected week in 1936, 88 per cent. of the amount paid into 
t,L•ading banks in .Australia wns in the form of c}H'qnes. ancl 12 per 
cent. in. the form of not~s and coin)·.• In this war tl1e money 
advanced by tl,c bank will tend to return to the bank in the form of 
deposits. The inereased deposits provide a sonrce from which further 
ndvances can be made, and· ·the, general tendency of an expansion of 
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advances is to increase the deposits, But the process, does- ,not 
increase the bank's cash reserves, and tho limit of' expansion is set 
by the necessity for maintaining adequate, cash reserves. • 

494. It is obvious that this process of· expansion· requires • 
customers who,deposit, and customers-who borrow:_ The bank ~ot' 
lend unless credit-worthy borrowers are forthcommg; nor ":'tend 1ts
lendings, unless the· loans are 1:eturned to the bank as• deposits. 

495 In practice the whole of the loans will not invariably return . 
as dep~sits. There are several reasons why ~is would. not _happen. 
In the first pince, the cheques drawn by the bo~rower may ·ho used 
to repay, or reduce, an existing advance. In this "":5e,. the- loan bas 
had no effect upon the total of ndvnnces,. and hns no- ell'ect on the 
deposits. The Jinbility to the bank hns merely been, tr~sferred from 
one borrower to another. Secondly, when, a cheque 1s cashed, for 
wages, or other purposes, there is no, ccrt~inty that al( the_ cash will 
find its way' back into the bank as a deposit .. Some of rt ma~ be beld 
by tbe public as money in circulation. In times of pr?sperrty th"': 
is n tendency for the public to hold more cash. And thirdly,, there 1s 

t11e possibility that the borrower may use bis advance to, pay ~or 
imports, and that the bank has to provide for t~s out of ~nghsh 
money which it bolds in London. As this E_ngli~h m?ncy lS,_ part 
of the bank's, cash resei•ves the effect of the ndvance; m tbrs cnse, rs the, 
same as if the bank bad paid out cash which will not reappear as a 
deposit., It follows that it could never be said of any particular 
advance that it must n~cessarily affect tho deposits. What could be 
said is that within certnin limits· the bank, by increasing its advances 
wonl<l, in the course, of time, build up, its deposits. 

496. Tho converse to this process of cxpansiou is the, contraction, 
of deposits which occurs when the total 0£ advances is reduced, 
wliether by the bank calling ln its udvnnces or for any other renson. 
An advance may be repaid by cheque Ot by cnsb. ,Some of these 
cheques will be drawn upon deposits, nnd some of the cash wiJI come 
from deposits. In either case, deposits are reduced and the gene;al 
tendency of n 1·eduction of advances is. therefore to decrease deposits. 
In ptacticc, however, tllc repayment of' an advance may not dcc1·ca:;,c • 
deposits for the following reasous, It may have been 11\ade out of 
an advance granted to another customer: It may have been made 
out of cash formerly held by the public. Lastly, the advance may lie 
repaid with English money, that is money whick the custom.er bolds 
in London, usually the proceeds of export, i11 wbicb, ease the e\rect 
is tl1e same as if the bank has been, paid in, cash which does not-come 
from any deposit. In all these cases the repayment of an advance 
does, not reduce deposits., In .any case1 a redl!ction brought about 
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by repayment of any advance-,rill be merely tcruporai·y if the b1111k 
is able-to restore the-total of its advances and deposits by lending to 
another· customer a sum equal to, the amount repaid. 

497. For, tho, sake of simplicity, we have omitted any, 1·efcrcnee 
to the increaso or decrease in the bank's holding of securities; for 
example, Government stocks. This, operates in much the sam,• way 
as nn increase. or decrease respectively, in advances. • 

498, Tho fact that. the business of b11nking is in the han<ls of n 
number of banks, and: not concentrated in a singlo bank, does .not 
affect the argument with respect to the influenre which any increase 
or decrease of the total ol' the advances of all' th,• banks, will have upon 
the total' of their deposits. What npplies, in the ease of one bani, 
applies in the, cuse of a number. 

499. When one, of n numb~r of banks is ndvanl'ing to its 
customers, i:some of the cheques drnwn upon it will br })l\fd into othPr 
banks. This may increase their deposits; but tbr 1,ncling bank will 
be called upon to meet these cheques hr setting them off against 
its right to payments in clu!h from other banks· nnd b)' settling the 
balance in· cash. • When· all the bnnks are increasing ud,1ancN;. and m·t> 
following a fairly uniform, policy, the deposits of the system can br 
increased without nny one bank losing. cash, but if on~· bank sC'riousl;v 
departs from the general policy by advancing more freely than th• 
others,. it will be faced by n drain of cash which is likely to prove 
embarrassing. On tbe other hand, if. a bank lends Jess freely than 
the others, its accumulation of ensh from otbcr bnnks will he lik•l~
to prove unprofitable. 

500 .. rrhc limit to the proc<'SS of <'Xpanding advauer~· anci_cl(•posit!; 
is set by the. necessity for keeping what, in the opinion of the banks. 
arc adequate cnsh reserves. The· amount of cash reserves which any 
bank will hold in proportion to its linbilitics, is n matter decided in 
practice from its own experience as to the kind of demands made upon 
it in the ,past and from its expectation as to the. future. The prnctic• 
of the Australian trading banks has been described in Chapter 2. 

501. The cash reserves· of t}1c trading· banks inelndc cash. 1mcl 
assets which can readily be turned into cash. They consist of:

(1), Coin and notes, 
(2) Deposits with tbe Commonwealth Bank. 
(3) Treasury bills. 
(4) London funds. 

Coin ahd1 notes, which arc cash in the strict sense of the word, arp the 
only legal tender money. Deposits witb the Commonwealth Bank 
ean be drawn at once·in legal' tender money. Treasury'bills arP thrflc> 
months promissory notes issued' by the Governmenf to the Common
wealth Bank Some of the bills' are sold to, tbe trading banks. whicl, 
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cu11 ui any time obtain legal tender money for them by discounting 
thorn with the Commonwealtl1 Bank. Loi1don funds are English 
monoy held in London by the trading banks for wl1ich they eu11 
obtain Australian legal tender money -by sale-to the Commonwealth 
Bank .at the· current rate of· exchange. 

502. 1'rading banks need caslr in order to pay theh- ouslomors ju 
Jeial tender money as required. The bnnks, as a w110lo, can incrca.sC" 
their cash (notes and coin) by drawing on thoh· deposits with the 
Uommonwcnlth Bnnk, by receiving notes for their trcnsury-bills, or 
by selling Loudon funds to the Co'mmonwenlth Bank. Another 
possible but less importnnt way is to, indnco the pnblie to J1olct Je:;s 
cash. A1mrt from central bank action nn incrcnsa in the ca.~h 
rescn•c.:; of the banks as a whole can come about only bccnus:c the 
public holds less cash, or because cash· reserves hil\'e come into the 
system !ram out.c:ide, ns when London funds increase. 

CENTRAL BANK CREDIT. 

503. 'rho ceutl'lll honk in the Australian system is the Commou
wcnltl1 Bank of Australia. This bank is a public institution engageff 
in the discharge of a public trust. As tl1e central bank, its specilll 
function is· to regulate· tl1e volume of credit in the national' interest, 
and its distinctive attribute is its control of -the note issue. Within 
the limits prescribed by Jaw, it has the power to print and issue notes 
AS legal tender money, and every obligation undertulcen by the 
Commonwealth Bank is backed by this power of creating the mono;• . 
with which to discharge it. 

504 .• Becuuse of this power, the Commonwealth Bank is able to 
increase· the cnsl1 of the trading banks in the wnys we .linvo pointed 
out above. Because of' this· power, too. the Common,vealth Bonk 
can incrcnsc the. cash reserves of the trading banks; for example. 
it can buy securities or other property, it can lend to the Govc1·mnent.s 
or to others in a variety of ways, ,md it can eveu make -money nvnil
able· to Governments or to others free of any charge. 

,)05. H it lmys securities, the seller rccch•cs n cheque ,vhich will 
usually be deposited with a trading bank. When the cheque is· 
presented. to the Commonwealth. Bank for payment, whether it is 
easl1ed or added to the trading bank's deposit with the Oommonwealth 
ll11nk, tl10 cash reserves of the-trading bank nre· thcreby increased. 'fhe 
snme result follows from the adoption of any of the other· methods. 

506. On the other band, the power of t4c Commonwealth Bank 
to increase tl1e cash reserves-of the trading banks· is not unlimited'. 
rrhc Bnnk is bouncl to pay in legal tender money whenever called 
upon. So· long ns its power to issue .notes. is restricted by lnw; its 
power to pnrcllAsc seeuritics· or other property, and to lend or grant 
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monuy to Governments. or others, iH limited. Apurt froru tho legal 
limitution, there is a practical limit to the note issue, in that the 
Hunk. lulS to consider how fm" it is in the genoml interests of the 
commUllity to e,:pand credit. • 

fi07. A -bank deposit is a ~orm of bank e,·edit, thut i• to say, 
the bunk undertakes to• pay in legal tender, up. to the amonnt of 
the eusto,ncr's credit with the bank. .d.nytliing tJ,at is habitually 
11cecpted by the public as payment, or in exohunge for goods or 
.sorviees, can be termed money, and a bank credit, or, in other words, 
the right to obtain. legal tender from tlrn bank, is money in this 
sense. The expansion (or contraction) of ad,•nnces and deposits is 
therefore an increase (qr decrease) in the SU))J>ly of mo1wy in the 
coltlmunity. 

508. A decrease in the supply of money results iu som<' p<>opl<' 
having less. ability to buy goods and services than they had before. 
'l'hcy arc forced to spend less, which results in n. reduction of tlw 
incomes of the people from w1,o,n they usually purchase. This 
lessoned demand is thus transmitted- through the eomnnmiLy, and 
rEIBul~ in some restriction of the total' volume of produ!!tion, and i11 

some unemployment of men and resources. 
509 .. An increase in· the supply of money results. in sumt• people 

having greater ability to buy goods and serviees. If thes,• people 
spend their inerea~ed incon~es, the increased cfonuuul for goods is 
transmitted through the community. So Jong as unemployccl men 
1md resources are available, the increased demand for goods wi.11 
result in some increase· of production, with some consequent increase 
iu the employment of' men and resources. 

510. A geuct•al contraction of advances,. however, is sometimefi 
ncccs.qm-y to check the development of boom conditions; uud II reduc
tion in the advances to a particular industry may be necessary to 
check an unwarranted degree of expansion in that industry. On 
the otl1er hnnd, unemployment or depression in a particular industr,v 
cnnnqt necessarily be cured by a general expansion of advances. 

51). But if the increase in the supply of money is continued when 
thet·e arc few unemployed men or resources avniloble, and• th<' 
cxpnnsion of production in some industt·ies makes it necessary 
to withdraw men and rcsou1·ccs fl'om ot1101·s, hig11C'1' pric('s will 
be offered, and the money prices of Jabour, materials, and 1>lnnt 
will be forced up by this competition. The increase in money may J,e 
carried to such a stage that, although prices rise, there is little or 
no increase in the totnl volume of production. 

512. The effect on prices of an expansion or contraction of money 
depends on the partieu]ar circmmstnnc<'s nncl is not easy, to predict. 
In gcmeral terms, nn increase in the supply nf mnnry tenets to 
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raiso prices, and a decrease tends to reduce them. But if there 
is considerable unemployment of men and resources, a large increase 
in the supply of ,money mny have· little or no immediate effect in 
raising prices. On the other hand, if there is full employment; n 
small increase in the supply of money may have tho effect of raising 
prices considerably, Conversely, some reduction in tho supply of 
money mny not reduce prices at a time when business activity is low; 
01· oven when it is recovering from a low level. 

513. !\fore important than the effects on prices, arc the effects 
of expm1sion und contraction of money on the volume of p1•oduction, 
and on the distribution of production between different classes of 
industry. For cxmnple, an hlerease of bank loans is likely to cause 
an increase in the production of capital goods rather than consumers' 
goods, .ond later to cnuse. some disequilibrium. l\l01·cover, i,f money 
is easy to obtain, the growth of speculative concerns is likely to be 
encouraged, though their failure may be inevitable. The probability 
of rc.,ults such as these is. the chief reason against an 1mduc expansion 
of money, for it produces changes in the structure of production· 
which later will necessarily destroy the cquilibrhtm of: the economy. 

PART III. 

CHAPTER VI.--mE DESIRABLE OBJECTIVES, 
• STRUCTURE, AND FUNCTIONS OF A MONE

TARY AND BANKING SYSTEM FOR AUS
TRALIA. 

CHAPTER vn.-nm EXTENT TO WHICH nm 
EXISTING SYSTEM CONFORMS TO THESE 
STANDARDS. 

CHAPTER VIll.-CONCLUSIONS AND RECOM
MENDATIONS. 
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THE DESIRABLE OBJECTIVES, STRUCTURE AND 
FUNCTIONS OF A. MONETARY AND BANKING SYSTEM. 

514. Our purpose in this chapter is to set out. brictly wlint, iu om· 
opinion, u: the ideal-objeetivc of a monetary and banking system for 
Australia, and the structure and fw1ctio11s of the• Sy.stem which woulc.l 
bcst achieve that objective. In the next chapter, we propose· to 
examine. the existing system in the. light of these ideals. 

515. In Chapter I., we have called attention to the characteristics 
of the Australian economy, and the ideal. system as we see it is one 
tliat takes those characteristics into account. Since Australian 
conditiona .differ from those of many other countries, the structure 
and functions of other monetary and banking systems cannot safely 
be accepted os models, although they may offer useful points of 
comparison or contrast. .As we see it, the Australian eeonomy is 
subject to external influences, such· as· movements in world prices 
for· foodstuffs and raw materials, which form onr chief exports, aud 
to. internal influences in the form of seasonal fluctuations, which affect 
the volume of primary production. It is therefore essential that tbe 
monetary and banking system which has to serve nn economy of this 
kind sl,ould be kept ns fle:,:ible as possible to allow the necessary 
response to changes in these conditions. 

516. 'l'he gcncrnl objective of an· economic system for Australfo 
should' be to achieve the best· nse of our productive 'resources, both 
present and future. This means the fullest possible employment of 
people nnd resources under conditions that will provide the highest 
standard of living. It menns, too, thl" reduction of fluctuations· l1l 
general economic activity. Since the monetary and banking system 
is an integral part of the economic system, its objective will be to 
assist with all tlie means· nt its. disposal in achieving these ends. 

517, The 11cxt question is, what kind of monctnry and banking 
system will best achieve this objective. In our opinion this result 
in the present cireumstnnees of Australia will be most likely to follow 
from n system of central banking in wl1ieh trading banks and other 
financial institutions arc integral ports of the system, with a central 
bank which regulates the volume of credit and currency.•· 

518. The qucstio11 then arises, what should be the idcnl structure 
:md functions of the component parts of the ccntrnl bunking systmn. 
and their relations one with the other. 
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!.-THE CENTRAL BANK, 

4.,-0rganizatlon. 
519. ~•he central bank should, be the Commonwealth· Bank, 

organized mainly in the form in which it exists at present. Because 
its sole concern is the general public interest, the central bank should 
be, publicly owned and controlled. It is· sometimes said that a, central 
bank should not make profits, but we do not accept this view. In 
choosing and in carrying out its policy, it should pay little regard 
to considerations of profit, but the central bank should be in such 
a position that profits will normally arise from its activities. This 
should enable it more easily to treat profits as a minor consideration, 
ap.d to carry out operations which it considers will benefit the 
community, even though they result in ,doss to the central bank. 
It would be unfortunate if in any year a central bank lnade a net 
loss, because its prestige might be weakened by the criticism of those 
to whom profit is the only criterion ~f success. 

520. The members' of the Board of tho Commonwealth Bank 
should be chosen not only for their wide financial knowledge, proved 
oapacity and determination, but also for tlieh• breadth of outlook, ;md 
for those qualities which make it likely that they will obtain the 
co-operation of other institutions and of governments in their· task of 
administering the affairs of the eentral bank. 

B.-Strnoture. 

521. rrhe present structure of the Commonwealth Bank, consisting 
as it does of a central bank with trading, bank powers and a savings 
bunk, is, in our opinion, essential to the efficient exercise of its 
functions as a central bank. 

C.-F,mctions. 
522. Tho function of the Commonwealth Bank should be to 

regulate the volume of credit and currency in the light of the 
general objective of the monetary and banking system. '.!'he 
Commonwealth Bank should endeavonr to regulate the volume of 
eredit to the banks, so that the latter will be induced to maintain a 
level of advances and deposits which will best serve the general 
objective of the Australian economy. Moreover, it is the duty of the 
Commonwealth Bank to see that the credit provided is made avail
able at appropriate rates of interest. Although we consider that these 
should be the main funetions of the Commonwealth Bank, we think 
it desirable that the Bank should' pay some regard to the distribution 
by the banks of the volume of credit amongst different industries. 
Tho Commonwealth Bank should, also regulate the currency so that 
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in kind and in amou~t it is always adequate to the requirements 
of, the eommunity, The Commonwealth Bank should, therefore; have 
at its disposal powers, suffieient for the discharge of these 
responsibilities. 

D.-Policy. 
523, It has been suggested in cvidenee thut the Commonwoulth 

Bank should pursue a policy of attempting to stabilize the purchasing 
power of money, or as it is sometimes put, to stabilize the price level. 
The idea is that a given level of prices should be selected, and that 
the aim of monetary policy should be to prevent any departure from 
that level. The method usually suggested is to select some price 
in\lex number, for example of wholesale ,prices or of cost of living, 
and to shape monetary policy aceording to variations in the price 
inde>: number. If the price inde>: number shows a tendeney to 
fall or to rise, the appropriate aetfon,is to expand or to,eontract credit 
respectively., It is difficult, if not impossible; to choose an index 
number which ought to be kept stable in all circumstances. Any 
price index number· which purports to show movements in a. general 
level of prices is only a rough guide. The stabilization of a general 
price level might ·be undesirable if it checked a fall in prices which 
would otherwise have followed more efficient production, More 
important than this is, the praetical difficulty that, although expan
sion and eontraction of credit are often aeeompanied by rising and 
falling prices respeetively, so many factors enter into the determina
tion of prices that there is no guide as to how much change in the 
volume of credit will suffice for a given rise or fall in the seleeted 
price level. We do not think, tberefo,re, that the Commonwealth 
Bank should adopt a policy of expanding and eontraeting credit 
according to the movements of some selected price index number. 
Price fluctuations are little more than symptoms, and their prevention 
or modifieation is to be sought in other ways, AJJ, we' point out, 
however, the Commonwealth Bank should pay attention to movements 
in prices, and use them as one of the guiclcs in shaping and· cnrr,ving 
out its policy. 

524. Another policy which l,as been proposed for tho Commoll
wealth Bank is that of maintaining stability of exchange. In 
practice this means stability of exchange with sterling, and, therefore 
with.all curreiieies which maintain stability with, sterling. The policy 
is not one of, stability at all costs. It means .that small movements 
in London funds would not be allowed· to affect the exchange rate, 
nor even large movements if it were expected that they would be 
reversed in a reasonably short spaee of time. But if there are 
permaneut and decisive. changes in economic eonditions· at home or 
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abroad, imposing a strain on the exchange rate, the polfoy involves 
an _nlteration of the rate and its maintenance at the new level. 
It •~ clear that the mainteJJanee of • stable exchange rate· with 
sterling has advantages both to exporters and importers who are 
able to carry on their business free from th~ risk of Joss ul'lsing from 
movements in the rat~. The policy of a stable exchange rat<> is easy 
to understand, and ,ts success or failure is easily tested, liut the 
steps ~ccessary to carry out the policy may be by no mcaris simple. 
'".'e thmk that, the ma';llten?"ce o~ stability of exchange witli atcrling 
will be, apart from cxccpbonal-circumstances, a wise policy for the 
~ommonwcalth Bank. But we do not consider that it should ·be the 

·smglo o,· even the central. aim of the Commonwealth Bank and we 
ho!? that; with all its importance, it should be subordinate tb anotMr 
policy to which we now turn. 

525. The Commonwealth Bank shoqld make its chief consideration 
the reduction.of fluetuationa in general economic activity in. Australia 
t?crcby '_Ilaintaining such stability of. internal conditjons .as is con'. 
s1stent. with the change which is neeessary if economic progress. ;11 to 
tal,e place. Such a policy is· less precise than the policy of stability 
o: exchange, and is also one the suceess of which is much more 
difficult to test, but we consider that the idea underlying it is of 
fu~dan1cntally greater importance. The policy will demand. different 
~•:ion at. different _times.. Expansion of credit is appropriate when 
it 1s required to rnise the level of business activity and employment 
and contr~c:ion when it is required to prevent the development of 
b?om eond1t1ons whwh nrc likely to end in a· depression. 

526. As p11rt of tl'.is p_olfoy, the exchange rate wonld generally lie 
kept stable. The pohcy is not to fix the exchange rate and requit·c 
the economy in ordinary circumstances to adjust itself to that r:itc, 
but !~ keep the economy reasonably stable and· to· move the exchange 
rate, if necessary, as one means to that end. The Comruon,vcalth 
Bank would have to choose, from the. information at its disposal the 
factors to be ~onsidcred in deciding what credit policy to pu;suc. 
!t would r~qmre to pay attention to movements, for e:-<ample, in 
mtetnal pl'ices, the volume and prices of exports and imports the 
balance of payments, interest rates, unemplbyment, govorn~cnt 
finance, wage rates, profits; and real and mon~y incomes. The Bank 
would ~ave to decide,. taking all factors· into account and lill~wing 
due• weigh~ to each, how far its policy should be one of expansion 
or contmet1on. _For this p~rpose, it is essential that the Bani, sl16uld 
have the fullest mformation· as to general trends in business conditions 
both at home and. abroad, and that it should be nbl'e to obtain from 
banks· and from other sources, any neaessnry information, ' 
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527. We have dra\vn a distinction between the policy of stability 
of' exchange and the policy of reducing fluctuations, but iu prnct.ice 
tl!erc may not be mucl, difference ot times between the results. of 
either policy. 'l'he policy of exchange stability requires measures to 
be taken which will afl'ect the intel'llal stability of the economy. It 
1vill sometimes happen that these measures arc also those wltich would 
have to be taken under the other policy. Under cithet· policy the 
exchange rate will no.t vary greatly unless there is a change in the 
general' situation, but. one policy may require an earlier change or 
n grentc1· chnnge thnn the other. In other words, the policies may 
rull. parallel for some time, but, if they diverge, our prefcl'CllN'I is 
for the policy of reducing fiuctuat.ions.• 

E.-Relatians with Gavcrninents. 

, .528. 'l'here are.limitations on the power of a central bank to 1·cduee 
fluctuations and to- maintain reasonable stability in the internal
cconomy. Too much should not be ex_pected,. even from the most 
enlightened policy of an all-powerful central bauk; i\[uch will depend 
upon the. relations esb1blishcd between the Commonwealth Bank and 
tho Commonwealth Government, which is responsible for monetnry 
policy. In Australia the Federal Parliament is given, by Section 51 
of the Constitution, '' power to· make la.ws for the peace,. order and 
good government of the Commonwealth with respect to: (xii) Cur
rency, coinage and legal tender; and (xiii): banking, other than 
State banking; also State banking extending beyond the. limits of 
the State concerned, the incorporation of banks, and the issue of 
papet money:". In pnrt, the responsibility fot· monctnry poJicy is 
delegated to the, Commonwealth Bank by the Federal Parliament in 
the legislatiQn under this section estnblishing the Bnnk and· eoufcri-ing 
upon it certain powers, bnt in part the responsibility is with the 
Commonwealth Government. 

,529. Where responsibility is divided between t,Yo ,iuthoritios, 1lic 
question may arise as to which authority is to decide upon monetary 
policy. A.n answer to this question might. be. to provide that the 
Commonwealth Bank shall be at all times under the <lirection of 
the Government. In this case there can be no conflict between the 
two anthodtics. But where the Commonwealth Bank is not under 
this· direction, the question arises as to which view is to prevail if 
the Government's view and that of the Bank differ on a matter of 
monetary policy. An answci· to this question might be that, in 
•xercising the authority delegated by Parliament, the Commonwealth 
Unnk. should be entirely independent and should refuse to accept 

• Note by Mr, J>ltt, pngc 208, rnul bY Mr. Abbott, p11gc 271. 
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direction from the Government. Then, if. the Government is deter-· 
mined upon a policy which the Bank Board will not accept, th.
Government will have to obtaiir any legislation. required; and if 
necessary appoint n board which will carry out that. policy. 

530. Neither of these answers commel!ds i~elf to us. Ip oui· 
view, the proper relations between the two authorities are these. 
'l'be Federal Parliament is ultimately responsible for.monetary policy 
and the Government of the day is tl\e executive of the Parliament'. 
'1'l1c C?mmonwealth Bank bas certain powers delegated to it by 
statute, and the Board's duty to the· community is to c:i:ercise those 
J>owers to t)1c best of its ability. Whe1·e there is n conflict bct,vcen 
the Governmen.t's vfo~v of' wliat is best in the national interest, ancl 
the Board's view, the first essential is • full and frank discussion 
between the two authorities with a view to exploring the whole 
problem. . In most cases this should' ensure agreement ori n policy 
lo be earned out by the Bank which it eim reconcile ,vith its .. duty 
to tl1c community, and which has the approval of the Government. 
[n cases in .which it is clear beyond doubt that the· differences arc 
irreconcilable, the Government should give the Bank an assurance 
that (t_ accepts full-responsibility for the proposed policy, and' is in 
~ pos,t~on to take, and will t.>ke, any action necessary to implement 
it. It is tl1cn the duty of the Bank to accept this• assurance and to 
carry out the i;>olicy. of the Government.• This docs· not imply that 
there should at any time be interference by the Government or by 
any 1nember of the Government, in the administration of the Common
wealth Bank. Once the question of authority is decided thei'<> should· 
ho little difficulty iu preserving close and cordial' relniions between 
the Commonwealth Government and the Commonwealth Bank 

5:31 • ..\.lthougk tho State Go\•ernments 111·r 11ot 1·csponsibla for 
m9'.1ctary policy, :heir operations affect it and arc affected by it .. 
It is therefore des,rable that similar relations should be established 
between them and' the Commonwealth Bank. • State banking fa ·con
trolled by State Parliaments, and· not by the Federal Parliament. 
:he on'.y means, therefore, that the Commonwealth Bank has of 
'.nfl?encmg the State· savings banks and other State banks is 
i~d•r_cctly th~ough ~•rsuasion and directly through competition. 
~ nhhc bor,-owmg, which is controlled by the Loan eouncil, represent
mg the Commonwealth nnd the States; mny materially af!'oot the 
monetary and banking system. It is· essential; therefore, that the 
Commonwealth Bank should have close and cordial relations with 
tlwLoan Council ns well as.with the Commonwealth Government. 

dJ.,:;:~~ Chl!l..lrma.n tlct:eptlt thl11 atateinent eub~ct to reae"aU~n. and , Mr, PJtt 

,;-
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u . .:....TRADINO BANi<s. 
532. In a central banking system, the central bank regulates the 

volume of credit and currency, and the trading banks distribute 
credit to crcdit-wortl>y borrowers. In discharging this rcspotrSibility, 
it is the duty of the trading banks to safeguard the deposits entrusted 
to. them.. The organizatiQn of these banks on a profit-making basis 
may be accepted as part of such a system provided that ,their charges 
for service to the comll)unity are reasonable. But the efficient opera
tion of a. central banking system _requires some limit.ation upon the 
powers of tho trading banks in the general interest of the community. 
It may be in the interest of any trading. bank, influenced by con
siderations of profit and liquidity, to expand or contract credit at 
a time when the general interest requires different action. It is not 
to be expected that a trading bank will take action enti,-ely opposed 
to- its own interest, especially if it has competitors ready to take 
bnsiness from it. It is for the Commonwealth Bank to regulate el'edit 
in such a. way as to make the interest of the trading banks conform 
to the general interest. 

533. In their funetion of distributing the volume of credit, thr 
trading banks play an important part in the economy. They provide 
facilities. for operating on bank deposits by cheque, and they also 
collect some of the savings of t1ic community, and lend to commct·ce 
and industry for·working capital, and to a less.extent for fixed capital. 
The reason usually given for this preference is that they accept 
deposits either at call or on short term, and it is therefore dangerous 
for them to make long.term loans. rt is, however, o. matter for 
individual banks, subject to the influence of the central bank over the 
distribution of credit, to-decide how far it is wise to· make loans for 
what arc, in fact, long periods. 

534. If the Commonwealth Parliament cannot entirely control the 
assets of any trading bank by reason of. its. incorporation outside 
Australia, it may be necessary to t;ike action to. bring such a bank 
within its control. The trading banks, in our opinion, should disclose 
in their published accounts information appropriate to their position. 

• whiah closely approaches that of public utilities. For this reason, thr 
published accounts of all banks should be easily comparable one with 
the other, should be expressed iu the snme currency, and should 
refer to the same date and period. 

III.-TnE SAVINGS BANKS. 

535. It is the function of the savings banks to collect the small 
savings of individuals, and to invest them safely. It is desirable in 
general that they should be publicly owned and managed. They are 
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chiefly concerned with the small saver, who uses them to make 
provision against the future, and it is important that this type of 
thrift should be encouraged, but the encouragement should not extend 
to larger amounts, for which there. are more appropriate avcniles of 
investment. The rates on small savings bank accounts shoulcl be high 
enougl1 to induce saving, irrespective of whcthcp they compete with 
current deposits or short-term fixed deposits with the trading banks. 
But whc1·c tl1e-amounts are large, it is not desirable that they slwuld 
carry rates of interest which approximate to the lowest rate paiU on 
fixed cleposits. It might be better for the monetary and banking 
system of Australia, as a whole, if nil the savings banks were subject 
to more control by the ccn\ral bank. • 

lV.-1\foRTGAGE BANKS AND PROVISION FOIi INDUSTRIAL LOANS. 

336. One of the functions of the banking, system should b,• to 
rn·ovide fixed and long-term loans. In tho AustraJian sys~em, as 
we shall point out, tJ1c facilities for this type of lc.nding 
are insufficient, and in our conclusions and recommendations we 
propose to indicate how adequate facilities could be provided. 

V.-OTIIEJt INSTITUTIONS. 

,-J:37. l'rcdit for industry ancl commerce is provideci otherwil!i(' than 
by banks. '!'here is. no reason why these facilitfos should not be 
-provided either by public instiLuHons or private enterprise, so long as 
the Commonwealth Bank is able in general to regulate the volume of 
credit. 

VI.-REtATrGNS llETWEI~N TIH; Co:r.U.CONWEATJTif BANK AND OTHER 

BANKS AND FINANOIAL INSTITUTIONS, 

,i3~. The Commomvcnlth Bank shoulcl be in a position to givP 
" lead wl,ich the trading banks and other financial institutions will 
follow, and if necessary to give assistance in its capacity as the lender 
of last resort. 'I.10 do this successfully,.it must possess ample resources 
which it can use at its discretion, its prestige must stand high, its 
enpacity for leadership be proved and recognized, its policy be under
stood and accepted, and its powers be such that in the last resort it 
can enforce its policy. On their part, the trading banks and other 
financial institutions must co-operate with the Commonwealth Bank. 
It should be open to them to discuss freely with the Commonwealth 
Bank any matter of common interest, and to mnke representations 
oc eritieisms on the facts disclosed to them, but in the end the 
responsibility must rest on the Commonwealth. Bank to enforce its 
policy, and on the trading banks and other institutions to conform 
to the policy and to assist in carrying it oilt. 
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CHAPTER VIL 

THE EXTENT TO WHICH THE EXISTING SYSTEM 
CONFORMS TQ. THESE liTANDARDS, 

t>:W, Lu decicling how tnr the monetary and banking sysl<mt 
of Australia has conformed to the ideal outlined in the preceding 
ehaptcr,. it is necessary to Qear in mind several considerations. 
'rJ1c period 1929 to 1936 was one in which a severe depression, 
w11s followed by a slow and painful recovery. Before the deprcssiou, 
there existed jn Australia only the rmlimcnts of a central banking 
system. rr11e Coµimonwcnlth Bault was pel'forming some. ccmtrat 
bnnJr functions, but, apart from its savings bank activities, it was in 
the main a publicly-owned tracling bank. During the period o[ 
stress) which followed the onset of the depression, the Commonwealth 
Bank tleveloped fully into a central bank, and the trading banks 
became cpmponcnt parts of a central banking system. But there is 
no universally accepted method of central banking; the full develop
ment ol' t.he Commonwealth Bank into a central bank was compressed 
into n few years; aud the situation in which the Bank' found itself 
was always unprecedented nnd often acute. In these circumstances, 
it wns only to be expected that subsequent events should prove the 
action 01·· inantion of the Bank in some cases ~o liave• been unwisl'~ 
rro pronounce a .course of action or inaction unwise from the stand. 
110int of later knowledge· is not necessarily to pronounce it unwisP 
in the circumstances ·as they appeared at the time. 

540. \Vithont attempting an analysis of' the causes of. booms and 
depressions, it is imperative, before we comment upon the behaviour 
of the Australian monetary and·. banking system, to express our views 
us to the part which, monetary measures played· in the dep1•cssion and 
recovery in Australia. No aetioh by the monetary' and banking-system 
of' Australia could have avoided some depression, nlthough the system 
together with the governments, and, indeed~ the community as a whole, 
must share some responsibility for the extent of the depression. The 
dc,,clopment of boom conditions could have been checked; and the 
depth ot the depression could have been lessened. Monetary 
measures alone did not produce recovery,, but their effects would have 
been greater liad they been talrnn earlier. 

fJ41. 'l'hc appropriate policy to 1n:event or • to rnC>ci a 
depression calls for the co-ope1·ation of other authorities ns 
well as those who direct monetary policy. In general, the 
proper policy £01• the governments to purs·ue if a depression ii-; 

developing is to expand pubHc works, rlllrain from increasing, tnxa. 
tion1 :mcl ;woid a genet•al contraction of govet·irntellt <•xp<m<litnrl•, <'V<'n 
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although deficits arc incurred. When conditions have improved as 
private enterprise revives and full employment is approached, the 
proper policy is to eontraet public works expenditure, maintain or 
increase taxation,. ·budget for surpluses, and redµce the debt which 
has been incurred through the depressfon policy. We emphasize the 
view that the policy which we have outlined above is one requiring 
action in 11rosperous times, as well as ill times of depression. It is 
wholly unwise in our view to wait until a boom or depres.sion occurs 
before taking action, and the extent to which measures have to be 
taken when a depression develops wm. largely depend upon the extent 
to which proper action !\as beerr taken. m. the earlier stages. The 
assistance which can be· given by the central bank in meeting or 
preventing a depression is to expand or contract credit in conformity 
with the general policy. If an expansion of central bank credit is to 
be successful in promoting recovery, the credit must be used, and 
this comes about mainly through government spending as a 
supple1:1ent to private spending. 

542. The Commonwealth Bank Board-
'' regards the main central. bank objectives n.s the regulation, within tho 

limits of its powers both stn.tutory and practical, of (a} internal credit and 
(0) the external value of the curreMy''. 

In aiming at these objectives, the general monetary policy accepted 
by the Board is expressed by the resolution adopted by the World 
Economic Conference, in 1933, that central bnnl<S-.' 

11 should endeavour to ado.pt their tnensures of credit rcguJa.tion,, as far as 
their domestic position permits, to any tendency towards. an undue chnnge ill 
the stn.te of general business activity. An expansion of genera.I business activity 
of n kind which clearly cannot be pcrmnnCntly maintained, should ico.d, central 
banks to introduce a bias towards credit restriction into the· crcd:t policy 
which they think fit to adopt, having regard to intc:rnal conditions in their; own 
countries. On the othJr· hand1, nn undue decline. in general business nctivity in 
the world a.t large should lend them to introduce a bias towo.rds relaxation 11

, 

These represent the considered views of the present Board, 
but it does· not follow that they were either recognized or formulated 
in an. earlier period. -This policy is somewhat different in emphasis 
from the policy we have accepted of reducing :6uetuations and main
taining reasonable. stability in the intemal . economy, but the 
fundamental i!'iea is the same. 

543. The proper policy for the Commonwealth Bauk,.as tl1e depres
$1i'on developed, was one of expansion, usiug any 11eeessa.ry pow~rs 
in that direction, and ·.enabling the trading banks to do their share. 
.A.s conditions improved, the proper policy was to cease expanding 
credit, and, if necessary,, to contract, using any appropriate powers 
to bring the trading ·banks into line. Two of the. most important. 

2Jl 

E~TENT TO WHICH E:USTING S.YSTEM CONFORMS TO STANDARDS. 

. monetary .measures t~kerr during the depression were the expansion 
of ce'!.traJ. bank credit by means of treasury-bills in 1931. and 1932, 
and t~e move~e~t in 'the exchange rate in January, 1931. In each 
ease, m our opmion, the depression would have been lightened . and 
some of its worst effects avoided, if the,e measures had been taken 
earlier. 

TREASURY-Bll:,LS, 

1$44 .. rrreasury-bills, were used to finance gon•rnm~nt deficits nntl 
to provide funds for. public works. The expenditure of the pro~eeds 
of. the bills hel?ed to sustain consumers' incomes, and to stimulate 
private enterprise. Such an expansion of central bank credit could 
have been brought about by the issue of treasury-bills, whether 
interest-be~ring or not,. or by tho issue of notes.. Whichever method 
was • used, the amounts represented by the treasury-bills or notes 
would have been expended, and the deposits of the public with the 
trading banks, and of the trading banks with the Commonwealth 
Bank would have been increased. 

545. The method adopted was the issue of inte1·est-beariug 
treasury-bills to the Commonwealth Bank, which sold some to the 
trading banks. 'l'his enablecl the latter to exchange part of their 
unproductive balances with the Commonwealth Bank for liquid 
securities which co11tributecl to their revenues, and probably had some 
influence iu reducing their advance rates. If; however> the Common
wealth Bank had chosen to l'Clain all the bills, the revenue of the 
GonnnonwcaJtl1 Bank would have been 1ai:ger,. the revenue of the 
trading banks would Jiave been less,. and their advance rates pCissibly 
higher. If tradin\l' banks are not allowed to hold treasury-bills, they 
may choose to hold some of their increased cas11 resel!ves in tJie form 
of notes, or of London funds. H they hold them in the form of notes 
the Commonwealth Bank must l10ld more of its London funds ear
marked against tl10 note issue. If they hold them in the form of 
London funds, it may cause some embarrassment to the Common
wealth Bank. But if the Commonwealth Bank holds ~mple London. • 
funds, neither of these ways of holding cash reserves materially affects 
l:lieBank. 

546. If central bank credit had been issued in the f01•rn of an 
interest-free Joan· to the governments by notes or treasury-bills, the 
reve~ue of t.J1e Commonwealth Bank would have been le~s; next, the 
trading banl<S,. holding no treasury-bills,. would 'have had less revenue, 
and. this might possibly have affected their advance rates. The trading 
banks,. t.oo, would have had the option. of holding their increased cash 
reserves in. the form of deposits with the Commonwealth Bank, notes, 
or London funds. Moreover, if notes had been issued, the inci,:eased 
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holdings might have caused some embarrassment by requiring the 
Commonwealth Bank to set aside more· of its gold or London funds 
as a 1·csc1·vo against tlie note issue. One practical objection to issuing 
notes or interest-free treasury-bills was· that it would have been 
easier to mnke these methods appear a dangerous form of inflation 
than was the case with that adopted. 

:;47, In our opinion, 'it would have been better had the expansion 
in central bank credit come earlier. It should have been undertaken 
a~ a matter of policy when there was a serious contraction in London 
funds at the end of 1929, and should have been continued on a larger 
aenlc in 1930, when there was· a loss of gold from the Aust1•niian 
banking system.• 

548. Between· 1929· and' 1931, trcasui·y-liills were tukcn up 
rcluct,mtly by the Commonwealth Bank, which. called: a halt in. the 
process at -the beginning of' 1931, because it. feared the effects that 
mounting deficits would' have on the monetary system. Even- after· 
the Premiers' Plan of June, 1931, the· Bank appears to !,ave been 
1·athcr reluctant in undertaking the required expansion. It would 
seem that the Bank was inclined to regard: treasury-bills much more 
as a method of assisting governments than as a method' of expanding 
credit. 

il49. ~,rom J nly1 1932, the Bunk urged upon tl1c Loan Council 
the desirability of funding treasury-bills by public loan, and in 1932-33 
a·nd rn33.34; succeeded in bringing about some reduction in the total 
issue by this means, 'rhe Board may have been more concerned to 
reduce the volume of short-term debt than to contract- credit, but 
the operation of' funding contracted credit in the same way as if 
securities lrnd been sold on the open market. .As tho-trading banks 
were in a vci·y liquid positi'on at this ti'mc, the contraction of credit 
meant little to them, but if the amount rafsed and used· for funding 
restricted the use of credit by reducing the amount raised below the . 
sum which it was then desirable to spend on public works, the process 
would have retarded recovery. With the possible· exception of the 
funding in November, 1932; it cannot be said that the funding actually 
carried out retarded i:-ecovcry. 

550. The offer to the public in February,. 1936, of £1m. of 
treasury-bills by the Commonwealth Bank from· its own holdings 
would, inSofar as the bills were taken up, have resulted in a con
traction o! credit, for ,the transaction '\vas cguivalcnt in its effect· to 
the snle of securities in the open market. There wns, more6Ver, the 
suggestion of further issues, and these would be likely to afford a 
regular inirestment for money which would othenvise have gone into 
three months deposits with the trading banks lVhich then carried 

• RoBcnntJon by Mr. PJtr. 
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a rate of' 1½ per cent. as· eompnred with the discount rate of 1¾ ,,er 
nent. on treasury-bills. 'fhe Commonwealth Bank wished· to obtnin 
information as, to the possibility of on open market for trcnsury-bills, 
and was not nverse from any resulting contraction of credit, be(imHi" 

it wiShed· for some restriction or imports to Jessen the strain on London 
funds. But the experiment was not likely to give much guidance on 
tho question of· nn open mnrket, because the ofEcr was :it n fixed rah•. 
Even if tho-public hnd subscribed the fu)I amount this would have 
had little direct effect in contracting ercdit, In fact, only £,~15,000 of 
the: bills wei:e taken· up, but interest rntcs hnd risen, and this increase 
may h_avc had SOD}C• indircet effect in ·contracting credit. 'l'hc circum
stances incidental to the· offer indicated' no disposition to co-operate 
,vith the Commonwealth Bank in this.matter, on tl,e part of the Bnnk 
of New South Wnles, which th-st 1·nisccl' deposit rates. nncl of'tho ]lank 
of Adelaide, which followed next day. 

EXCHANGE RATE. 

551. 'rhe movement in the exchange 1·atc in 1Tnuuary1 1931, wn;,, 
one. of the major contributions of monetary policy to. recovery in 
Australia.. It. increased the returns to exporters in terms of .Aus
tr~lian currency w}iich tended to increase the volume of export 
11roduction, and. it tended to restrict imports. Had the movement 
come c~rlier, the fall in the national income would have been less, 
an~ the. task of recovery· easier. . 

552. The Commonwenlth Bank joined the trading· bank$ .in 1H2!l 
and 1930· in resisting the movement of tho exchange rate, The force 
of' the tradition of equality with sterling was powerful,. the rcluetnnec 
of governments to add to tlleir budget dit!lcultics was great, and the 
fen• of inflation and fligl1t of capital was strong. The future of 
export prices and of prices generally could not be foretold. Weight 
had to be given to.all these considerations, and tl1cre wns some justifica
tion in 1929, and' in the early part of 1930, for the Bank's attitude to 
the exchange rate. The arguments for a serious· change in tJ10 rate 
were not as cogent as they were later; but, after the middle of 1930. 
it was unwise for the Commonwealtl! Bank and the trading banks 
to attempt to hold the rate. 

553. While it wns n wise notion in 1029 on the pnrl of till' Bank 
to recommend· the mobilization· of' the monetary gold Jn Australia. 
and its use as a means of meeting ovarscas commitmCnts, yet thC> 
attitude of the Bank towards gold tended' to obscure recognition of 
the fact. that Australia had departed from a gold standard. 

554. In the belated movement of the official cxchang() rate to 
130 in January, 1931,. the initiative was taken by the Bonk of New 
South Wales. By that time, the Commonwcnlth Bank sl1011lcl lla\'e 
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realized the value of exchange depreciation as a means 0£ meeting an 
emergency, and have raised the rate to a height which would have 
restricted imports and maintained exports. In tho light of events, a 
highe1• rate might have been justified, but actually the rate was 
determined by outside· market quotations. The Commonwealth Bank, 
as· the central' bank, should: liavc taken charge of the· rate at. that 
time, increased it, if necessary, and· have been prepared· to -buy and 
,ell freely.• 'rhen the Bank would have bec.n in a better position to 
protect and to build up London funds as-circumstances.permitted, and 
to• replace some of the• international reserves (including gold) which 
bad been. used in the crisis.. In December,, 1928, thcse·rescrves, in gold 
and London funds had amounted to some £90m., but by December, 
1930; tlwy had fallen to about £40m. But the Commonwealth Bank, 
ln regard to the exchange rate, merely acted as an ordinary trading 
bank until December, 1931, when it. assumed control, fixed the rate at, 
125, and began to buy and sell freely. 

555. A more difficult question is whether the nltcration of the· rate 
to 125 was justified. The general problem was to bold the rate at an 
appropriate l'cvcl having regard not only to the requirements. of the 
internal economy,. but also 'to external relations. As compared' with. 
the lower rate, ~he maintenance of a rate of 130 would have been 
better for export production, rendered· debt adjustment a less pressing 
problem, and gonorally have allowed a somewhat easier adjustment 
of the AustrnJian economy to the forces of the depression. There was 
some expectation that the rate would fall, as" was shown by the 
outside market ·quotations. External relations had -changed; ex-port 
prices. bad risen; imports had fallen oil' much more than exports, 
and Englanil had· left gold· in September: Any reduction might 
be taken as· a gesture to indicate that, .in assuming control over .. thc 
n1tc, the Coinmonwcalth Bank wns,sctting its.face against competitive 
currency depreciation. In that event, the· rcdQ.etion· would. have the 
effect of reassuring countries trading, with· Australia, and of 
encouraging investment ~rom overseas. On the othet band, it might 
be interpreted. as the first move in an attempt to restore the old parity 
with sterling. The alteration· e~scd_ the immediate budgetary problem 
of overseas payments. '\V cighing all these considerations, 'and having 
regard to tne information. then available,. we think. that. the reduction 
front 130 to 125-was· justified in the circumstances, but in the light of 
subsequent events, we think that. it might have been bette, to have 
held the rate at 130 until internal conditions showed more definite 
signs of impro\'cmcnt.f But whether the rate wer~ held at 130 or 
125, the aim of the Commonwealth Bank should' ha~e been· to build 
up_ its London funds nncl thereby to make its position stronger.• 

• H1.!11ervnt1011 by Mr. 1>1tt. 
t Profl.!asor Mlll11 tliijsenti;. 
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556: In a memorandum of 16th December, 1931, the Governor of 

the Commonwealth Bank described the position on 30th November 
in. these words-

"Thc·.Bon.rd' of'thc Commonw~th Dnuk. wo.s then {need with the aJtcrna.tiVf 
of seeing n. complete· 1;0Unp10 of U1e c.xcli:a.ngo rate or of nssuming lul1 
rceponsibillty nnd fixing u. rn~ o.t which it might. hope to hold the c~cha.nge." 

But the only·" collapse" which could have occurred was a movement 
towards parity with sterling. This could not have happened SO· long 
as the Bank was willing to buy all sterling offet·cd at 130. In those 
circumstances no dealer in an outside market could have bought 
sterling for.Jess than this rate. The Commonwealth Bank could lmvc 
mah,tained the rate at 130 if it had been prepared to buy with 
Australian currency all sterling offering, as it did with a rate of 125. 
At •the time, however, the Commonwealth Bank had no confidence 
in its ability to maintain the rate without making a serious loss on 
its London innds. 

557. The Chairman of the, Bank, Sir Robert Gibson, in a letter to 
the Prime Minister, J\fr. Lyons, on the 13th January, 1932, wrote--

"The Dnnk B0;t.rd decided, so as to prc,·cnt a complete collnpse of t:tclmngc, 
to• dc~rmino tlio, rate of exchange itself, frotr\ time to time, n.nd buy or sc\1 
&11 1'Xchangc o!l'crin:; a.t these rates. This nrrangcmcnt came into operation as 
trolJl 30lb November, Ul3l, with t11c conooqucncc tha.t the Commonwealth Dank 
is now .accumulating London funds, purclinscd upon the bnsie of 25 per cent. 
premium. So long, therefore, ns tlie present policy is rnnintnincd and t11cre 
is nn excess of funds a.vnilnlilc in London over tltc d<>mnnds, the Commonwcatt11 
B'nnk must continue to accumulate London fun<ls. With the cxclio.ngc o.t par 
thcro would be no risk to the Commonwealth Dnnk in such an accumu1o.tion, and, 
indeed, it would be in accordnncc with tho policy of the Bank to nccumulntc 
funds under such conditions. It wiU fl(! obvious, J1owc\·cr,. that the Common• 
wealth Dtu:ik cannot take tha risk oi nccumula.ting large funds in London at n 
high prcro.ium, unless it 110.s a rclinblc prospect of being .able to dispose of them 
Without actioue loss," 

558 .. Since December, 1931, the Commonwealth Ban!. l1as kept 
the exchange rate stable. The Ba_nk st'ates that for some time the 
centritl aim of its policy has been that of preventing undue 
fluctuations in business activity rather than of maintaining stability 
of exchange. This allows to the Bank more freedom to use its power 
over the exchange rate as an instrument of policy in case of necqssity 
than if it aims mc1•ely nt stability of <'xchangC'. But, <luring thr 1rnst 
five years, it is probable thnt, wbiche,·c-r policy lrnd bC'c-11 ndoptcd. 
much the same stability in interna1 conditions and in exchange woulcl 
have been achieved. 

INTEREST RATES. 

559: Since 1930, tlic Commonwealth Bnnk, ns n muller of policy, 
has. restricted its trading bank activities. The Bank has not refused 
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credit aecowits, but it has not, sought clients from II trading. bank 
where it considered that the latter was giving satisfactory service. 
The Bank!s view has been· that its trading bank activities are 
'' a favorable adjunct to central bank eqµtrol in. the polver they confer 
to influence interest rates, to expand advances, if necessary, and to 
]lrovide fueilities which tho trading banks may refuse or may not be 
in a position to supply". In our Qpinion this is a proper practice 
for a central -bank to adopt.~ 

560, As the depression, developed, the proper poHey, as a su1,ple• 
mont to expansion, was for the Commonwealth Bank to use its powers 
to reduce interest rates, But-the Bank, along with the trading banks, 
raised its deposit rates in February, 1980, although its advance rates 
remained unaltered, with the exception of advances by the Rural 
Credits Department, which were raised by ½ per cent. in July, 1980. 
After June, 1981, this attitude changed, and the Bank appears to 
have realized the desirability of using its powers to lower interest 
rates. The Bank reduced the rate of ,discount on treasury-bills by 
stages from 6 per cent .. to 1¾ per cent. After the Premiers' Plan 
was adopted_ in June, 1981, the Bank reduced its rates on· deposits 
and on advances. Since that time H has followed the appropriate 
policy of • assisting expansion by low interest rates: Reductions 
continued to be, made until Deeember, 1934, and the rates were main
tained until llfareh, 1936, when the trading banks.raised their deposit 
aucl udvanec rates, ancl the Commonwealth Bank raised its deposit 
rates. 

561. In our opinion, it is the responsibility of the Commonwealth 
13ank to determine generally in what direction and to what extent 
interest rates should move. On the whole, between June, 1931, and 
March, 1936, little exception can be taken to its aetion in regard to 
interest rates. _But in March, 1986, the Bank allowed itself to be 
placed jn . a position .in which, when .interest rates rose against its 
expressed wish, it conformed to the actions of some of the trading 
hrmks. Tf the Commonwealth Bnnk was firmly of opinion that it 
was of the utmost importance that a rise in interest rates should not 
oecl)r, it should have used its central banking powers, to compel the 
trading banks to conform to its policy. If, Jiowevcr, its view was 
I hat 'the rise was not a matter of great importance at the time, there 
was some .instification for raising its own deposit rates: otherwise 
it. would have-lost clcposits. t 

:362. A rise in interest rates is sometimes regarded as one of the
appropriate methods of cheeking expansion, but the Commonwealth 
Bank may • have felt some difficulty because of the effect of high 
interest rates upon government finance.. In 1938, and subsequently, 
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considerable amounts of internal loans mature. 1f rates of 
interest m,e allowed to rise, the difficulties of renewal will be 
increased, One of the present problems facing the Commonwealth 
Bank is how to prevent boom conditions from a1•ising without taking 
actfon ,vhich will faevitably raise interest rates. 

.568. '!1herc iS, however, a clear instance where the tra<liug bank 
powers of the Commonwealth Bank were used to influence certain 
rates, through· the financing of some of the pastoral finance companies. 
The Commonwealth Bank usually quotes a rate for advances lower 
than the ruling rate for trading bank advances. Tn November, 1934. 
the Bank brought its overdraft rate for all customers down to 
4¼ per cent. Certain pastoral companies were customers of the Bauk. 
When a pastoral company makes a loan to a customer, it is not so 
much. attracted by the rate of interest as by the commission and 
other business which the loan brings. It will therefore lend its funds 
either at cost or with a very small margin. When the Commonwealth 
Bank lent money to its customer companies at 4¼ per cent., and this 
money was re-lent at approximately the same rate, it tended to bring 
down the rate at which money was lent by other pastoral companies. 
,vhile this continues, the Bank influences th() rntC' of interest on 
seasonal loans in the pastoral industry. Where the trading banks 
make this type of seasonal advance, pastoral companies compete with 
them, and.in that particular field of their operations the action of the 
Commonwealth Bank influences their rates, but in relation to oth~r 
types· of loans which the companies do not seek, this form of indirect 
competition with the trading banks does not operat•. 

OPEN MARXET OPERATIONS. 

564. With the exception of the purchases ol' sc-eurit,ies by thr 
Commonwealth Savings Bank in 1935, the Commonwealth Bank has 
not undertaken any open market operations. While credit was being 
expanded, for example, in 1981, through the issue of treasury-bills, 
there wns no need to supplement this by the purchase of securities. 
Later, when conditions had somewhat improv0d1 ai\<l the Bank was 
urging the funding of treasury-bills, some contraction of credit could 
have been secured, if' then thought desirable, by the sale of securities. 
There- are, however, some difficulties in regard to open market 
operations. The Bank givM as the reason for not using these powers 
its View that the• market for government securities is narro,y, and 
that any extensive operations would affect the prices of government 
stock and rates of interest. I£ the Bank, desiring to cheek incipient 
boom conditions ·by contracting credit, were to sell government 
securities to liny extent, nnd t1rnrcby make the position nf-fl,r trarHm.!' 
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banks less liquid, the price.. ot government stocks-would foll and 
rates .of interest rise, to the possible elllbarrassment of the 
Government. 

TlWllNG BANKS. 

565'. Along witb other parts of tbe system,· the trading ban'ks lllust 
bear some respQnsibility for the ext~nt of. the. depression. In the 
more prosperous times preceding the depression, 'they went wjth the 
tide and expanded credit. Tbere was then no central bank to guide 
their policy, but,. even· in its absence, the banks might have taken 
concerted-action which-would have helped to check the boom, and 
thereby have lessened the extent of the depression. At the outset 
of the depression, the tradiDg banks, iD the interest of their deposit.ors 
and of their own solvency, were forced by the .general conditions and 
by the reduction of their London funds, due to the· fall in export 
values and the cessation of overseas borrowiDg, to-adopt a policy of 
contraction which intensified the depression. A1I pointed out in 
another part of our report, there are limits to the powers of 
trading banks to expand or to contract advances. In the absence of 
a central bank they can, by concerted action, do, more to restrain a 
boom than to lessen a. cleprcssion. From 1932,. the trading bm~k~ 
expanded advances, but the increase in cash reserves which enabled 
them to do so came in part from central bank credit, nnd in part from 
increases in London funds due to higher export prices. There is no 
justification for the vie;v that the trading banks, in order to enlarge 
their profits,. deliberately expanded credit to produce. a boom and 
then contracted so as. to produce a depression. In their efforts to 
contract advances, the trading. banks in some cases caused hardsl1ip 
by forcing realization of assets, and by refusing credit to some credit
worthy borrowers, bnt there was little alternative open to ,the banks 
while their cash reserves rem~ined low, and there is· no evidence of a 
general policy of forcing· the realization of assets. By the end of 
1931, tl1e liquid position of the bunks bad been 1·estored. Afrer the 
middle of 1982, they were granting advances more freely, and; after 
the middle of 19Q3, they adopted an active Jendhig policy. 

S66. n·uring J.930, the trading hanks, with the Commonwealth 
Bank, resist~d the pressqre on the exchange ,rate and rationed 
exchange; .. but in January, 1931, it was a trading bank which took 
the initiati~e in raising the rate to 180.. The trading banks 
participated. in other measures taken during the de11ression. They 
voluntarily. entered into and carried, out. the exchange mobilization 
agreement"~£ .1980. In.1931, they reduced deposit and advance rates 
under the Premiers' Pllll,l, and tj,ey made farther' reductions up to 
1934:, Before the alteration, in ;Tune, 19311 which made treasury-bills 
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practically tbe equivalent of cash, the trading banks had taken up 
bills to the. extent of some £7m. Tho trading banks assisted in under
writing and subscribed to the government loans issued from November, 
1932, onwards, which were an essential part of the recovery 
pi·ogramme. At the time, their position was ve1·y liquid, aud thct·c 
was a lack of other suitable investments. In the development of 
the C6mmo~wealth Bank into a central bank reponsible for the • 
regulation of credit, which may be considered. to have been accom
plished by the end of 1931, the actions of the trading banks 
contributed in some measure to the change. Thereafter, for the most 
part,. they co-operated with the Commonwealth Bank. At times 
there• have been differences of opinio,n with the Commonwealth Bank 
as to the appropriate course of aetion, and at times the element of 
co-operation bas. been difficult to discover, but on the whole there 
has been a· considerable development from a system· of independent 
trading· banks in 1929 to a system of ecntr~I banking in 1936. . 

567. At tl1c end of January, 1930, the trading bnnlrn, along w1tlt 
the Commonwealth Bank, raised the rates of interest on ~•.w ilxe_d 
deposits, and advance rates rose aceor_dingly. In _our opm,on this 
increase was inappropriate. No doubt ,twas essent10l for tbe banks, 
having·regard to their position, to cheek advances, but it would have 
been better to have done this by discrimination· bet~een custom~r• 
and restriction without raising the rates.• The process of reducing 
advance rates ln 1981, in accordance with the Prellliers' !Ian, took 
longer than that of reducing rates on new fixed deposits: The 
Commonwealth Bank and. all the trading banks reduced. rates for 
new fixed deposits on· 26th June, 1931, and the Commonwealth Bank 
reduced its. advance rate on-1st July. Some of the trading ba~ks 
made early reductions in advance· rates, but the average reduction 
of 1 per cent: was not complete for nil of them until 1st Octob7r. 
The. rates on -existing deposits were changed only as the deposits 
inatured nnd were renewed. In our opinion, nll the bnnks ~houlcl h~,•(' 

promptly followed the lead of tb_e· C~mmonwenl~h Bank \ll reducing 
advance rates as· some did, even ,f th,s resulted ,n loss. From. June. 
1931, to Oet~ber, 1934, a downward· trend in deposit rates was 
maintained by all the• trading banks and the Commonwealth. B~nk 
usually moving at the same time. In December, 1934, the trading 
·banks should· have• followed the lead of the Commonwealth Bank 
and reduced their three-months and six-months_ ~ep?sit rates 
aecordingoly, but we attach little significance to this, mc,_dent. In 
March, 1936, apart altogether from the o~er of tre?"ury-b11ls to ~he 
public, the trading banks were el<Jlectmg depomt rates to ,:ise, 
esueeially in view of the fairly steady upward trend of the yield 

. on long-term government. securities in Australia. But there waa no 
• Note by Mr. Chlncr. p. 20:;. 
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sufficient justification for the rise coming. when it did in opposition 
to the official' view of the Commonwealth Bank that tho time was not 
•ppropriatc. The rise in deposit rates led to an increase in advance 
rates, in which. those· banks· which were quicker tc move· might well 
have· moved nt·tho pace of the sloiver. 

568. It is commonly said that the trading banks do not compete 
• with one another. lt would be more correct to say that the trading 

banks do not indulge in unrestrained. or out-throat competition. with 
one another. Reference has bceu made iu evidence to a u gent1:emen's 
ngreement" between the banks not to compete. Some banks 
acknowledge the oxistcnca of some understanding of this kind, but 
view its obligations-differently .• Other banks do, not recognize any 
such understanding. It is usual £cir all the trading banks to publish· 
and quote the. same rates. £or deposits,. but they will in some circum
stances. compete for deposits. Rates on· advances are not usually 
pubHshed by the banks, and they vary according to the nature of the 
advance, the estimation of the risk, and the value of other busines., 
brought to the bank by the. customer. There are. generally, however,. 
ruling rates for advances which are similar £or all trading banl,s 
and apply to most advances.. It has been· said in evi'dcnce that the 
banks de. not compete in· the. rates charged on advances. This. state
ment does not mean that one bank will never offer an advance at a 
rate lower tlrnn another bank is charging. The· competition for 
advances at tiines may go to the ,length of rate-cutting and taking 
custQmcrs. away from. another bank. The usuar form of competition, 
howe".er, is not by cutting rates, bnt: by offering. other inducements to 
the borrower. There is no evidence to suggest that thore is any 
organization or association of tho tra,ding. banks for the· purpose of 
eliminating compctitton with. one another. There is competition 
between them, of the kind to be expected from semi,monopolistic 
institutions. Each bank refrains from· unlimited competition because 
it fears to spoil the market and to·.provoke similar competition from 
the other banks which-might. be-ruinous. 

FIXED AND LONG TERM LENDING. 

fi69; Our attention has been directed to the facilities for borrowing 
for fixed terms upon land nnd improvements in the• cities, towns and 
eonntry distrlcts. The chief sources for Joans of this type are 
assurance compafiies, trustee comp·anics; building Societies, trustees 
and private lcndera. Loans on real 'property are madc'in New Soutli 
Wales by the Rural· ·Bank, in Victoria by th·e Savings Bank directly 
and through the. Credit ·Fdncier Department, and in. South· Australia 
by the State Bank and· the Savings Bilnk of South Australia. The 
·Commonwealth. Savings Bank.has never made a practice of lending, 

·' .. 
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on this class, of seourity. In the capitals and the other ]urger cities 
there are greater facilities for the borrower who wishes to obtain 
money for a term of years thnu are a vnilable to the bonowcr in 
eol!Jltry towns and rural areas. According to· the evidence there is 
a . qcfinite, reluctance on the part of many of these institutions to 
leutl money in country areas. 1l1hc reasons are-

(aJ That it is expensive and difficult to supervise the securities 
in towns and districts far removed from the office of the 
lender. 

· (b} 'rhat if the borrower foils to meet his obligations, thrrr 
might be difficulty in realizing on the security, 

570. In these circumstances, runny borrowers in country districtH 
requiring fixed-term loans arc forced to· obtain accommodation on 
overdraft from the· trading banks or pastoral finance companies. 
While the overdrafts arc repayable on demand, they are in many 
cases granted with the knowledge that they may not b~ repaid £or 
several years, and that they arc in effect long-term loans. The method 
of financing by overdraft is not generally appropriate to fixed capital 
purposes or term finance, as tbe term anrl the rate arc both uncertain. 
In some circumstnnccs, the fact that the borrower is nllow('cl' 1 o pay 
off his debt in whole or in part, and that interest rates may be easier, 
is in. hh; favour. But, in other eit-cumstanccs. the· liability of tlw 
bonowcr to }1a,vc tJic lonu called up, or the rates of interest raised, i:... 
from· his point of view, a very serious matter. It may mean that 
at the very time when he is unable to make other arrangements, he is 
burdened with ltcavicr interest charges than he anticipated; and 
he may even be faced with the necessity for realization. In the case 
of the individual this may be a matter· of hardship, but when these 
cases are sufficiently multiplied, something more than indl\'iduul 
hardship is involved. In other words, there is a strain on• tbe whole 
system. 

571. In the case of' the small bonowers othcL' U11m those t<'~'iillcut 
in large towns, these difficulties are accentuat~d. The bor:owers n?ed 
the money for some fixed term with the option of rcpaymg portion 
of the money annually. This is a class of business in which the banks 
do not engage, npart from the fnct that they clo not prOY·idr l?nns on 
fixed terms. Private investors arc reluctant to undertake thrn elas.s 
of lending,. firstly, bccl\use tbey are uncertain of the ,,nlue of small 
holdings outside large towns;. secondly, beeau~e sm~ll sums d~ ~ot 
appeal to them; and,. thirdly, because most private mvestors dislike 
repayment by instalments: Therefore, it_ will gener~lly be found that 
small loans of. this type bavo to bear a high rate of mterest. 
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572. There is also a lack of facilities for the provision of long
term capital for persons of limited means who have been successful 
on a small .aoale in a seoondary industry which ill capable of expansion 
and deserving of encouragement· in lhe public interest. The· require
ments· of this type of borrower are too small to jmtify a public issue 
of shares, and in most cases· a publio· issue is not· likely to be 
successful. Bank advances are usnally very difl!cult to obtain for 
any purpose of this kind, and being subject to repayment on demand 
are unsuitable in most cases, as there ia no prospect of repayment 
for a period 0£ years.. Unless the proprietors. are able to raise the 
money privately, the business. can expand only out of re-invested 
1>1·oflts. In the initial stages, it is im1>robable th~t these would be 
sufficient to provide for the. necessary expansion. It is usually very 
difficult for such a business to raise money privately, and- other 
facilities-should be provided which would enable. loans to -be· made 
for periods of from three• to ten. years at appropriaie interest rates. 

573. At a later stage in our report, we propose· to show how further 
facilities could be provided for· fired. and long term lending. 

f 
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OONOLUSIONS AND REOOMMBNDATIONS. 
THE COMMONWEALTH BANK. 

574. The. full development of tho 0ommonwealth Bank into a 
central bank, which occurred in a few crowded years,. bas· contributed 
greatly to the strength of; the Australian banking system. It was • 
not. to be expeeted that the Bank should bavc been able, at the 
commeneemcnt of tho depression, to produce 11 fully considered and 
appropriate policy to meet it. During the next few years, as tbe 
Bank developed tbc exercise of its central bank powers, mistakes 
-were made, but this does not detract from our conclusion that the 
existence of the· Commonwealth Bank, exercising central. bank powers, 
has been of the utmost importaneo to the banking system and to the 
.community .. 

THE CoIDioNWEALTB BANK Bo.<no. 
575. The present method of government of the Commonwealth 

Bank is by a Board, appointed by the Commonwealth Governmcn_t, 
and-consisting of a Governo1·, the Secretary to the Treasury, and SIX 

Directors, who hold office for 11 term of years and retire in rotation. 
The Board elects its own Chairman. We. are of opinion that. this 
method of government is generally satisfactory. 

576. We•recommend-
(1) The Governor should be Chn.irm.!ln of'the .Board by virtue 

of his office• a,nd should possess qualifications and 
receive a salary commensurate with the importance of 
the office. The·appointment of the Governor should not 
be made. on the basis of seniority, nor is it even 
essential that he should already be in the service of the 
Bank. 

(2) The sii Di:rec'tors other than the Governor and the 
Secreµ,.ry to the Treasury should be appointed for a 
term of six years, instead of seven as at-present, one 
should retire each year, and be eligible for re-appoint
ment, but proviaion• should be· made th~t no director 
shall continue to hold office after reaching the age of 

• 70. 
(S) The limitation on the fteld of choice· of directors In. 

Section 11 (2) (b) of the Act should be rem9ved. The 
members, of the· Board should 'Qe selected for capacity 
and diversity of experience and contact, and, not as 
representatives of special il!terests. t 

• The Chalrm11n and Hr. Nb:on dlu1mL 
t ne.e"11.tton. by Mr. Abbolt: 
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(4) The "Commonwealth Bank Act 1911-1932 ", Section 
12s, which proyides that there " sha.ll be" a Board of 
Advice in London, should be made permissive. This 
Boar.d.is: not a.t, present cqµstituted, and. there seems to 
be no necessity. fo~ such a Board in. present oircum-
stances. • 

STRUCTURE OF THE • ComtONWEALTll BANK. 

577. Although it is miustial for a eent1·al bank to carry on 
trading batik activities and to control a savings bank, we considei;-it 
desirable thrit the Comtnonwcalth Bank should' do both. 'l'hrough 
its trading bank activities it p·ossesses powers of· competing with the 
trading banks which can be exercised as and when· required. Simi
lady, its savings· bank activities add to its ability to rcgulnto th~ 
volume of credit and enable it to compete, if necessary, wjt}l tllo 
State saVlngs bunks. We are of opinion that the· use of its trading 
bank activities as· an adjunct to central banking polfoy is in kebpiug· 
with its central bank functions and is to be approved.• 

578. We -recommend-
(5) The provision in the Commonwealth· Ba.nk Act, Section 

35E, for the separate control· of the Oommonwealth 
Savings Bank, should be repealed. 

(6) Power should be {;iven to the Oom.monwealth Savings 
Bank to make deposits with trading banks-if the Board 
so chooses. 

We consider that the present separation-of the Note Issue Depurtment 
from the-General Banking Department, and the present method of 
.-illocating profits, arc-satisfnctory, rmcl sh011ld be eontinncct·.+ 

NoTE IssuE RESERVE. 

579. rrhe present .position is that the Commonwealth Bnnk fa 
compelled by law to hold in tbe. form of gold or English sterling n 
reserve of 25, per: cent. of the notes issued. If an emergency arises, 
as in 19S1, in which the Bank wishes to be free frpm this restriction, 
legislation is required. Wherever there is a legal restriction of this 
kind there is a tendency to hold a reserve in excess of the _ legal 
minimum. In the absence of such" restrfotion1 the Bank would h,~ able 
to use these reserves, in any way it chose. Formerly, when the l1older 
of a note was entitled to exchange it for gold,. it was -necessary that 
some gold "backing" for the notes should be kept, and, it was 
customary to limit. the amonnt ofthe note issue by reference to the gold 
held. Now, however, that the note carries with it no sucl1 obligation, 
there is no need for such "baeking" except as· a method' of limiting 
the volume of notes. But fqr this· purpose the reserve limitation, as at 
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·. present interpreted, is of· little: ·uso. For -if 'the- Bntik wishes· to 
inorease the volume of' the ·note issue, it <inn, by raising the exchange 
rate, inorease the value in Australian currency of the note issue 
reserve; whilst. keeping within the legal limits. On the other hand, 
•tho-reserve. limitation· may cause embarrassment to tbe Bank jf 

circumstances arise. in "hich it wishes to reduce the exchange rate. 
It is desirable that som~ limit should· be placed' on-the note issue, 
but the issue should be· capable of some-expansion when necessary. 

. -5801 We.-recommend~ 
(7) The -statutory .provisions which require the Common

w~n.lth Bank to hold gold or sterling· in prop·ortion to 
.the o.mount , of Australian notes· on issue should be 
repealed.' • 

·(8): The note issue -should be limited by law to, a fixed maxi
·mum. '(for example, £60m,) subject to the right of the 
Bank1to exceed the ·maximum. by·:, stated, amount (for 
example· £10m,)· with the. ecnsent of the· Treasurer.• 
Powi,;RS oF THE CoM'.MONWilALTH BANK. 

581. We have pointed out that the el\ief function of the Commori
wealth Bank, as· a central bank, is the regulation of the volume of• 
oredit, an·d for this-purpose it is essential that the Bank should possess 
adeqilnte powers. Action by the Commonwealth Bnnk to expand' 
or· ·contract· ·credit mainly depends for success, first, upon the· effect 
which tho action has on the cash reserves of the trading banks, and 
next, upon the response ·of the trading banks to the movement in cash 
reserves. The qncstion· arises whether the powers· possessed by the 
Commonwealth Bank. are such as enable it to produce the changes in 
th~ cash rescrycs, nrld in the policy of the trading banks, whicli arc 
requisite to the amount of expansion or contraction desired. In this 
councxioil, the most i111portant powers· of' the Bank arise from it.s 
relation to· th.e governments, particularly with respect to- treasury
bills, from its ·ability to buy· and sen government securities on the 
·open market, and· froin its trading activities. By increasing the 
issue of treasury-bills on the one hand, or funding them by public 
loan on the, other hand; the cash reserves of' the trading banks can be 
increased or decreased, but although the Commonwealth Bank has 
some control over an increase in the is.sue Of treasury.bills, it cannot 
determine when or by how much that volume shall be decreased b~• 
funding. If open market operations could be effectively used, this 
would be· a· useful way of' increasing or decreasing tlie cash reserves 
of 'the trailing bank9, but there are limits to the· ex\cnl of the opera
tions wliieh are possible at any one time. The width of the market 
'tor go~ernti:ient securitic;, is difficult to estimate. Some opinions have 

• Tht Chnlrmnn enn1N?nh1 1ttttlJcct to no11erviltJnn. ?\fr. Pitt dl~nt~. 
F.2581,-S 
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been. expressed to us that the market is wider than the Bank's view 
would B11ggest, but other opinions support the Bank. In our view 
the market is narrow, but its extent· depends upon so "many cir~um
slances that no estimate can safely be-made of the amount of securities· 
which couid be sold at. any time without seriously affecting their 
price.• 

582. By the use of its ttading b.ank powers the CommonwealtlL 
Bank can decrease the cash reserves of the. trading banks, if, for 
example, it can attract deposits from them. On tho other hlllld, it 
can. increase their Cll/jh reserves, for example, by expanding. its own 
advances. . . 

583. ·Apart from the direct effect on the cash reserves nf the 
trading bankll, the Commonwealth Bank, through its trading bank 
and savings• bank activities, can bring abQut alterations in interest 
rates which may supplement:. other actions to regulate credit. But 
in Australia the variation of interest rat<µi is probably· not so 
important in. producing either. expansion or contraction of credit as 
is the direct variation of the volume of credit. 

584'. When action· taken by-the. Common,yealth Bnnk hns altered 
. the cash reserves of the trading banks, the extent of-the contraction or 

expansion. of the volume of. advances will depend oii how far th.~ 
trading bnnll:s conform to the Bank's policy, and allO'\V tho changes 
in their cash re~erves to affect their policy. If the trading banks 
adhered strfotly to rigid cash reserve ratios, anq expanded or con
tracted advances accordingly, any changes in cash reserves. brought· 
about. by Com:.Uonwenlth Bank action would be reflected in· changes.in 
the volume of advances. The Australian trading b,µ,ks, however, have 
never maintained· rigid. cash reserve ratios, but have allowed them 
to vary considerably from time to time, Even though• some 
of this. variation is· due. to seasonal movements, yet it is possible for 
the banks· to counteract central b11nk action, which increases· or 
reduces their cash reserves, by allowing· their ratios to change, and to 
that extent the policy of the Commonwealth.Bank will be unsuccessful 
in its object of regulating the volume of credit. 

585. In these circumstances, the success attending the· attempts 
of the Commonwealth Bank to regulate credit. ultim11tcly depends 
mainly upon the extent to which tho trading banks conform to its 
policy: One way in which this conformity may be achieved is- by 
co-operation, ~his requires wise leadership on the part of the 
Commonwealth Bank and its aceeptance by the trading banks. 
The Commonwealth Bank should encourage co-operation· by inalting 
clear to the trading banks both the aim of.it• policy and. t)le action 
-proposed. The trading J?anl,s. shonl~ then Jiave t~o opportµnity for 

• Rete"atton by l'rofesaor MIii'! find )Ir. Abbott. 
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criticul discussion with tho• Bnnk, both of tho nim nud of tlll' 1ncn11s 
•rhe responsibility of deciding on the policy must then rest with the 
central balll<,. and responsibility for assisting··to carry out the policy 
must rest. with the· trading banks. If by this method the Common
wealth Bank could be certain of· the complete. co-operation of tJ,c 
trading, banks in carrying. out its policy, there woul.a be no need for 
~ny compulsory powers over the trading banks. 

586. The• Commonwonlth Bank Boa1•cl considers thul, iu order 
to make the Bank's· powers .adequate-to its functions as n central 
bank, it requires in· addition to. its present powcrs-

(a) An· obligation on the trading banks to maintain with the 
central bank not less than a fixed percentage of their 
liabilities to the public; and 

(b) The right to call upon the overseas funds of the Aus
tralian banking system. 

The reasoM given for the first proposal 11rc-
(l) The maintenance of these deposits would ensure that th,• 

Commonwealth Bank would have adequate resources, 
with which to buy the funds in London, and the sccnri• 
ties in Australia, required for its control of the exchange 
rate and internal credit. • 

(2) Unless these deposits arc required· by law, experience 
shows that some of the banks will hold their liquid. 
reserves in the form of treasury-bills, or funds in 
London, instead of on deposit with the Commonwealth 
Bank. 

This means: 
(a)• that the Commonwealth Bank's power to 

regulate the rate of interest on treasury-bills 
in the event of the· establishment of an open 
market may be less than is desirable; 

(b) that the trading banks arc enabled to hold 
funds in London which would be better 
held by the Commonwealth Bank; 

(3) The necessity to. maintain not less. than a certain fixed 
percentage of their liabilities to the public with the Com
monwealth J3alll< would force the banks to borrow 
occasionally from the Commonwealth Bank and thus 
strengthen the Commonwealth Ban)<'s control of their 
credit policy. 
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587. The tmding bnnks· arc unnnimous in their oppositiotr to 
the proposal and give the following 1·easons :-

(1)_ If fixed minimum clcposits were compulsory, the trading 
banks would have. to protect their position by holding 
deposits with the Commonwealth Bank over ·and -ntiovo 
the- minimum. They would therefore hold more idle 
cash, advance rates would rise, and in the end the. 
burden. would· foll on borrowers, nnd the Co1nmonwcnltl1 
Bank would have· no more control than· at ·present. 

·(2) Sinee cusb reserves vary with seesonaJ· movenienta, the 
fixed 1.t.tiuhuum would be inc[eeth·c at some timcsJ nncl 11 

serious burden to the banks at other times. More.over, 
it would be likely to be more onerous for some banks 
than for others. 

588. Wu arc of opinion that the regulation of credit by the Com
iuonwealth Bank wm in general be best achieved through the exercise 
of existing powers and the development of the practice of co,operatiO)l· 
between the Commonwealth Bank and the trading banks. We 
reali•c, however, that there is no certainty that complete co-operation 
will always be obtainable, and we arc of opinion that the situation· 
oun best be met, not by imposing a permanent. obligttion upon the 
trading banks to keep fixed minimum deposits with the Common
wealth Bank, hut by the grant of a special power to be exercised only 
with the consent of the Treasurer; We eontemplnte. that tJi.is power 
will be exercised reasonably and with due sense of responsibility, 
and for that reason prefer not to specify the percentage that may 
be required, which should be sufficient only tc accomplish the purpose 
sought to be attained, which is that every bank will conform to 
oentral bank policy. 

68!1. We recommend-
(9) The Coll!IDonwealth Parliament should legislate to provide 

that the Commonwealth.Bank Board, wi~h the consent 
of the Treasurer, may require every trading bank to 
keep with the Commonwealth Bank o. deposit of an 
amount not less tho.n a percentage, specified ·in the 
requisition, of the liability of that bank to its depositors 
in Australia.' 

(10) Each· trading bank should be required to keep on deposit 
the samo percentage. The Board should have power 
at its discretion to vary the ~ercentage• from timo to 
time within the limit fixed by ·the consent of the 
Treasurer. 

• The Clmlnnnu nnU :\tr. Pill dlsse~t. 
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(11) The 11,nthority to requisition should not remain: in force 
for more than six months· after the consent of the 
Treasurer· baa been given, but the Treasurer .. should 
have power to consent to its extension for a further· 
period· not exceeding twelve months. In any period of 
two years, ·the power· should: not be exercised for. a 
longer period or periods· than, eighteen months. 

LONDON FUNDS. 
590. Tho Loudon funcl.s of the banks form practically the whole 

of .Australia1s internaiionnl reserves available to meet adverse 
eondftionsJ such as. those arlsing from a. hcuvy fall .in export 11riccs, 
or a severe drought. Since 1929, most of the monetary gold has loft 
the Australian system, and. this loss has not been made good by an 
increase in London funds. For these reasons it is desirable that 
London funds should be built up. 

591. The Commonwealth Eank. holds London funds fur tho 
·purposes of the note issue reserve an<l for other purposes. Trading 
banks bola the • rest of the London funds as part of their own 
resources. Even if the Commonwealth Bank were free to use. fo1· 
other purposes; the London funds now held against the not<i issue, it 
appea1,"ll to us that the tolnl holding of the Commonwealth Banlc 
would still be insufficient to meet a hea.vy drain. 

592. It is im1;orta11t, therefore, to considc1" the metl10ds wl,ich 
can be. adopted for increasing the total amount. • The normal way is 
to take sdvautngc· of high prices for exports, nnd other fovornblc 
cir<:umstances, to accumuJnte-nnd maintain· balonees, but it would tnkc 
some time for this method to bring about aµy considerable increase 
of uondon funds.. This, process involves deliberate· action if the 
bnlances.are to be-maintained. Every addition to their London funds 
increases the cash reserves, and therefore the liqujdity,. of the trading 
banlcs. This increase in Jiqnidjty allows an. expansion of advances 
which tends to increase· imports, and therefore to reduce London 
funds. If one p·art of the cash reserves is .thus increased, and an 
expansion of advances is not desired,. the remedy is to reduce another 
part. of the cash reserves,. for example, by arranging for the funding 
of some trensnry-bills. • 

593. Another method· whieh hos been· suggested· to us is the 
flotation by the Commonwealth Government of ,i loan .in London to 
repay some or all of the short-term debt incurred by the Governments 
in London and now owing t6 the Commonwealth Bank. This would 
increase the London funds of the Commonwealth Bank, bnt would 
not affect. the Jion<l,on funds of the tradin_g_ banks, and would therefore 
not result in. an expansion, of odvnnces· in Australia. It should be 
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pointed out that a.loan. fioated· in London and used to finance govern
ment expenditure in Australia would be unlikely to serve. the purpose 
of accUD1ulating and maintaining London .funds.• 

ACCESS TO LONDON F'Qlll)S; 
594. The Commonwealth Bank Board has stated· in• evidence thui 

one of the additional powers which• it requires in order to, act efiec
tively as n central bank is "the right to call upon tho ovorsens funds 
of the banking system". The reason given was that tho. distribution 
of London funds. between the Common,vcalth Bank and the trading 
banks hampers the efieetive use of the London funds of the system. 
" The central bank might from time to time be £need with the 
embarrassing possibility of its. London funds being exhausted whilst 
some of the Australian trading banks were still more than adequately 
supplied with funds in London"· The Bank does not wi~h to have 
uccess to the whole of the London funds, but only to such portion as 
it moy require, and it must be presumed that the Board, in the 
e,:ercisc of this right, would net ,vith discretion and not in 11D 

arbitrary fashion. Two other proposals hvc been• put to us !n 
evidence. One is that the Commonwealth Bank migl1t be given. the 
1•ight to demand a loan for a maximum period of, say,. six months 
of II trading bank's.London funds in excess of a fixed amount. We 
do not recommend this. The other is that the Commonwealth Bank 
should widen the margin between its buying and selling rates in order 
to encourage or discourage offers of London. funds by the trading 
banks. The value of this method is clearly limited. 

G95. We think tl1at in order to provide for the requirements 
~f the Commonwealth Bank, the Exchange Mobilization· Agreement 
should be reconsidered and extended. The· existing. agreement has 
worked well, but it is terminable by any of the· parties at any time, 
and it makes no provision for contributions in excess. of the amount 
required for the oversea debt service, It.seems to us that it should be 
possible for the parties to come to some agreement, binding for a 
term of years, and providing for the debt· servlcc, and. also·· for 
additional contributions to assist the Commonwealth Bank in the· 
performance of its central baul, functions. We contemplate· nn 
agreement which would provide for the ovcrscn debt service· as at 
present, and for some additional amount to enable the Commonwealth 
Bank to build up its reserves of London funds. 

fi9G. It is difficult to specify any clefinitc figure for tl&e latter 
purpose, but we think it should. be possible to provide not less than 
£500,0fJ0 sterling per month. In the case of the additional B!llounts 

'" rrofNoor M'Uls mske1; a. ttatl"Vlltlon. 
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required for building up 'ita reserves, the Commonwealth Bank abould 
be, prepared to pay the trading· banka the rates at which they are 
willing to-sell to their most favoured customers. 

697 .. w~ recommend-
(12) A new Exchange Mobililatlon Agreement on tho lines 

suggested, binding for a period· of years, should be 
entered into .between tho Oommonwoalth Bank and the 
trading· banks.• 

PUBLICATION OF LONDON FUNDS. 
598. Most of the witnesses who have expressed their views with 

respect to publiahing aggregate figures of the London funds of the 
bankil!g system. agree that regular publication is desirable, but _there 
ie a conflict of opinion ns to when the figures should be published. 
Generally speaking, economists have urged that the figures should· be 
published' as soon as possible. The reasons given are that well
informed people can now make .a fairly correct guess based on 
published. information, that it is less dangerous to provide nec~atc 
information than to keep people in ignorance, and that, smce 
speculation is always likely to occur, it is. better that it _should be 
based on accurate information. On the other baud, the view of the 
majority of the trading banks is that the figures should not be 
published until an interval of at least a year has elapsed. Tlie 
reasons given arc that the Jigurcs are liable to bo misinterpreted and 
may mislead the public, that early publication may encourage 
speculation, and that if the figures at. any ti.me showed. undue 
depletion, their publication mi~ht lead to pamc and a Jhght of 
capital. 
• 699. We recommend-

(13) The aggregate figures of the L_ondon funds or the 
banking system should be published regularly. . 

(14) The figures should not be published until• at least su< 
months after the date to which they relate. t 

TREASUltY-BlLLS. 
600. 'l'ho volume of treasury-bills,. and the rnte of discount at 

which they are issued, are important botb in relation to the monet~ry 
and banking system, and in relation. to public finance. Treasury-b1lls 
arc from the point of view of Governments, a useful method of short
ter:O borrowing at low rates. The. trading, ~•nks regard the~ ns a 
convenient method of holding pnrt of their cash reserves m an 
interest-bearing security. Tho volume of treasury-bills is a m~tter 
of some concern to the Commonwealtl1 Bank. The Board considers 
that treasury-bills are· a source of weakness in the. banking system, 

; ~rii~~ttJ.~~. p~;~ 11c°rf.Jl:11
~ndJIS:rt Put clllfltent. 
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)lecause their issuo has changed· the composition of. the ca.sh reserves 
of the tracling banks.. Before 1929, theae cash reserves consisted 
mainly of international reservea,. that is, gold and London funds,. and 
only to a less extent of Australian reserves, that is, token coins, notes, 
and ·deposits with the Commonwealth Bank. Owing to the disappear
ance of gold from tho system, and to the· expllllllion of central bank 
credit through the issue of treasury-bills, the cash, reserves of the 
trading banks now consist mainly of .Australian_ -reserves; including 
treasury-bills, and only to a less extent of. international reserves. 
A reduction in London funds will, in the long run, exercise-a 
restraining influence on the expansion of advances by the trading 
hanks. Before 1929, a reduction which. would not seriously affect 
the aggregate amount of the international reserves of the .Australian 
banking system, was nevertheless large enough to-cause some restric
tion of advances, The Board is of the· opinion, however,. that the 
practice of !lie trading banka, because of the changed composition 
of their ca.sh reserves, now results in London funds being reduced 
to an unduly low level before the banks are· forced by their cash 
position to exercise any restraining influence on the expansion of 
advancei,. On the other hand; treasury-bills may serve to .strengthen 
the power of the Commonwealth Bank, because it may. be easier to 
regulate credit by persuading Governments to fund treastiry-bills. 
thnn to achieve the same result by the sale of government securities 
on the open market. 

601. The effects of' funding treasury-bills may be consiut>r<:d iu so 
fnr as they relate first to public finance, a11d next to the banking 
system. .At present, all Australian treasury-bills arc issued on account 
of the States, and under the Financial Agreement new loans for 
States carry a sinking fund of ½ per cent. provided equally by the 
Commonwealth and the States, but those raised to meet a revenue 
d~ficit. carry 4 per cent. from the State concerned without contrihu
!ion from the Commonwealth. The rate of interest on treasury-bills 
1s usually much lower than that on long-term securities. Where a 
1ong~tcrm Joan is rnised to fund trcasnry-bHls, tho Government 
t·evenucs have Urns to meet· the additional interest, nud have also t-0 

provide substantial sinking funds. The effect of funding trensurv
hills, therefore, is to increase the. demands on Government revenues.· 

602, 'rhe effects on· the banking gystcm will depend in pnrt upon 
!he method of funding adopted, in· part upon the amount funded and 
in part upon the time at which the funding takes pince. If the 
'llethod adopted is "private funding", that is where the Common
wealth Ba~~ su?scribcs the full amount of the funding loan and takes 
now securities m place of the treasury-bills, there wm: be little 1>1· 
uo effect upon the banking system·. • 
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. 603. nut if the method of funding by public loan is adopted the 
:result will-be· that the deposits and ·the cash reserves of the trading 
banks are reduced so that they are in a less liquid position than 
before; If the amount funded is small this is not likely to have any 
serious-· effect. If the. time chosen for funding is when the cash 
rescrve!t of tbe system a1·e large or are increasing, for example, os the 
1·esult of-an increase in London funds, the loss of liquidity due to 

. funding will have Jess influence on the banl<S. 
604. Since tlte funding of· treasury-bills. means on tlie one lrnnd 

higher interest and· other payments for the Governments, and on tlw 
other hand a less liquid position of the trading banl<S, it is easy to 
see that considerations of public finance and of monetary policy may 
conflict both as to the time of flotation and tile amount of funding 
loans to be rnisecl. The Commonwealth. Bank might be of opinion 
.that nn increase in cash reserves, for example, London funds, made 
it desirable to reduce. the liquidity of the trading banl<S, but tho 
.Governments might find it inconvenient to. use loan moneys for fund
ing. ln these circumstances. it would be difficult. to decide whether 
considerations of monetary policy or of Government fuiance sboulcl 
prevail. 

OPEN l\fARKE'l' :rou. 'ftmASURY•nlLLS. 

606. At present, treasury-bills ,µ-e issued at u fixc<J rato of discount 
and taken up by the Commonwealth Bank, which uses its discretion 
as to who should be allowed to purchase them. Practically the whole 
of the bills sold by tltc Commonwealth Bank arc held by the trading 
banks, It has. been proposed, however, that an open market fa,· 
treasury-bills should be established. 'l'hcre is some difference or 
opinion as to what is necessary to constitute an open market. It hu, 
been contended. that the three requisites are first, a. plentiful su11pl)' 
of bills, sueh as now e:rists in the holdings of the Commonwcnlth 
Jlnnk and-of the trnding banks, next, a large sµpply of liquid resources 
nvnilablc for investment in treasury-bills, and, lastly, the growth 
of a class of brokers who would bring together the buyer and seller 
of treasury-bills, 1n this view, there should be regular tenders br 
the public in order to establish a market rate of interest,. but the 
Commonwealth Bank should not make a practice of tenderini; 
regular,ly. jn such a. way .ns to prevent the ascertainment of a market 
price, In the view of the-Commonwealth Bank, the two important 
changes from the present system would, be, first, that public tenders 
should· be called regularly, and next, that the rate should be deter• 
mined by the tenders received. The Bank would then be· at liberty to 
.tender· under· the same conditions.-as. any member of the public. for 
thc·fuU issue, for any less amount, or for-various amounts at different 
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rates. Usually its tender would be for a substantial part. of the· 
issue, but tho fact of its tendering would not necessarily bo disclosed 
to tbo public. 

606. 'The effects upon tbe banking system of tho establishment of 
an open market in either of t!tese senses would depend upon the 
extent to which the bills were bought by the. general public. If' the 
public invested in treasury-bills,. payment would usually be made 
from deposits with the trading banks, unless !lloney were attracted· 
from overseas, which is improbable. The trading banks, therefore, 
would lose cnsh and deposits, and to that extent would become less 
liquid. • 

607. If an open market were established, and the public as well 
as the trading banks were accustomed to holding and dealing in 
treasury-bills, the power of the Commonwealth Bank to· regulate 
credit might be strengthened through· the opportunity to buy ·or sell 
treasury-bills, nnd through its rate of rediseount. The Bank. migh1 
!my bills from the public to expand credit,. u,ld sell to the public 
to contract. In the first case, the cash reserves and deposits of the 
trading banks would be increased when the seller of tho treasut·y
bills poid the proceeds into his troding bunk. In the second case, the 
cosh und deposits of the trading honks would be decreoscd. It would 
probably be easier for· the Commomveolth Bonk to buy and· sell 
treasury-bills in this way thnn to buy and sell other Government_ 
securities. •rreasury-bills would be an alternative way of' holding 
1·esources which might otherwise be held in sbort-term Jlxcd' deposits. 
A slight change in rates might therefore ·;nduce a movement ns 
bot1vccn these deposits and treasury-bills. Alterations in the rate 
of rcdiseount would be an indiestion of the Common,vealth Bank's 
view of the direction in which other interest rates should move. It 
is J>robablc that the amount invested by the public in treasury-bills 
would' fluctuate. over the year. The public would be likely to-hoid 
the greatest volume of treasury-bills at the times when· their liquid 
resources, and hence those of the trading. bank~, were highest. If 
so, this fluctuating demand would serve to reduce the cash reserves 
of the trading banks at a time when they were scasonnll:'!' Jnrgc, and 
to increase them when they were small, thus reducing somewhat 
the seasonal fluctuations in the cash reserves of the trading banks. 

608. The effects of an open market upon Government finance· 
would depend upon the· result which it had on the rate of discount. 
It is very doubtful in tbe present circumstances whether there would 
be. any appreciable change,. although the rate· would be certain to 
fluctuate somewhat. 
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609. ln· our opinion, it would bo desirable to havo •~ open mark~t 
for treasury-bill,;. in tho form of' regular offers of the_ btlls for pu~hc 
tender· nt rates to be determined by the tenders received. We thmk 
it essential that the Commonwealth Bnuk should· be free to tender for 
,my amount. Such a market could bo c.~tnblishcd only gradunlly, 
and for this purpose the Commonwealth Bank would need the 
co-operation of the. Governments. 

610. We recommendl-
' (15) ·The Governments and the Oomm~n~ea.lth Bank should 

explore the possibility of establishing an open ~o,rket 
for treasury-bills by way of regular offer:s of bills for 
public tender.• 
RELATIONS WITH GOVERNMENTS. 

fill. In Chapter VI., we Jiave. indicated om· views as to the 
relationa which should exist between the· Commonwealth Government 
and the Commonwealth Bank, and we make no furt~cr recom
mendation on this subject. In the same chapter,. we. pomt nlso to 
the desirablity of preserving close and cordial relations between t~o 
Commonwcaltlt Bank and the Governments of the State~, and agam 
we make no recommendation, but point· out that the relations between 
them are at present not as close as may be desirab!e, . Sinee the 
successful working of monetary policy in Austraha mvolves co
operation between the Governments and the Commonwealth Bank, 
we think there should be some permanent machinery for the Loan 
Council which. would enable the Loan Council, the Commonwea~th 
And the State Treasuries, and the Commonwealth Bank, to estabhsl1 
tmd maintain close contact witl1 one· another. 

PREVENTION OF BANK FAILURES. 
612. The solvency of nny bonking system <lt'pentls ultimatc-ly upon 

the ability of the banks to repay their call deposits on demand and 
their time deposits as they become due. The failure of one h~nk to 
meet demands for the repayment of its deposits, oven though it may 
liave nmple assets· with which to meet all its liabil!ties if allowed time, 
may bring about" a condition which ma,y sc~1ously threaten tile 
stability of the whole system. For that rcas~n it ·would appear t? he 
the responsibility· of the central bank to conStdcr _whether the actions 
of any bank are in. conformity with the general rntcr~st. To enable 
it to discharge this responsibility, it is essential that 1t be regularly 
SI\Pplied with such information as it requires. 

613. If,jn tlrn opinion of the Board of the Commonwealth Bnnk, ." 
bank is acting in such a manner as to endanger the ':'hole system, it 
ma.y· be the duty of -tile Board to intervene and to point out to those 

•Mr. Pitt ll111s<'ntR, 
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in control tho possible consequences of thefr action,. It is .probable 
that this would be suffici®t, but if it were, not it J1Jight bo· necessary 
for the Commonwealth Bank to ex_creiso·somo.of its powers to-make it 
difficult 01· impossible for the offending institution to continue tbe 
course to whiclt objection was taken. 

614. We prepose now to consider the action to be adopted· ill tlm 
case of a bank which is unable to meet its.immediate obligations. This 
may be duo to the refusal of that bank to accept tho advice of the 
Commonwealth Bank, or it may be duo to circumstances beyond its 
control: In such. a case, we are of opinion thnt the Commonwealth 
Bank should take prompt action in order to prevent serious conse
quences to the whole system. Its first duty would; be to make a 
romplete inv_estigation of the affairs of the b~nk in question,. and as 
~oon ~• P?ssiblo to announco_ the result of its investigation. If the 
mvcstiga:1on shows that tho· bank is in a sound poaition, though 
temporarrly embarrassed by insufficiency of liquid assets, a reassurance 
by the Commonwealth Bank to that effect "ould probably be sufficient 
to allay public alarm and prevcn.t the development of a panic. In 
such n case, the Commonwealth ~ank might go even-ful'ther and 
irndCrtakc to guarantc(.) the dc110sits, provided that it were· givm, 
:idoquatc security nnd some control· ovcr·tbc honk )lending cxtricatioil 
from its difficulties. ' 

615. If, howcvc1\ the investigation shows that the Hank ii-1 j11 
:m un~onnd position, other action will' be necessary. In such a case 
we tlunk that tl,c Commonwealth Bank sliould tal,c control of the 
u1tsound institution, either by the appointment of a person who would 
sta11d in the posit_ion of a l'ecciver for tho depositors, 01· by the appoint
ment of some of its own officers to control the all'a.irs of the bank. As 
soon ns. it is in a positiO'II. to do so, it should announce it.s estimate 
of the amount which the depositors may expect to receive, and make 
nrrangoments for the release of part of their deposits to those in 
ur._ell. It ~ig~it also be practicable to iSsnc depm;it r~ceipts; wltich, 
being negotiable, could be realized by the depositors. 

6~6. Ea~h case must, ho"ever, be decided upon considcl'Ution ul' 
ihc mrc_umstanccs, a~d it is impossible to lay down nny general rule 
W? desire to emphasize the point that our suggestion is made with th,· 
ob!cct of snfoguarding the banking system as.a whole. In our opinion 
tins ':"n best be achieved by providing the utmost security for 
dcpoSitors. W c are not concerned with the interests. of shareholders 
as. it is within tb~ir power to• safeguard their own interests. Th; 
!ailure of any business other than a bank affects mainly those directly 
mterostod and does not threaten the banking system. We do not, 
therefo~c, suggest that the Commonwealth Bank should' intervene 
except m the case of a bank. ' 

t 
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Ji17. We recommend-
(16), In the public interest, the Commonwealth Bank should 

take control of the affairs of. any· bank which is unable 
to meet its immediate obligations,. and should be given 
any additional po1vors which it may· require for this 
purpose .. 

STATISTICS. 
GUI. In carrying on its operations as n central bnnk, the Cornrnou

woalth Bank has been hampered by the scarcity of information upon 
which to base its judgment.. For example, it is essential: for the Bank 
to bo· able to discern as soon as possible the trend of economic 
conditions. For this, accurate figures of employment and unemploy
ment are nce~ssary, but for Australia as a whole they are laclting. 
The Bani, has succeeded in collecting valuable information on business 
trends in Australia and elsewhere. For the most part, tho figures 
which it l1ns needed of trading bank activities have been forthcoming 
on request, but the Bank has no power to require from the trading 
banks, or from any other authority, statistics which may be necessary. 

618: We recommend-
(17) The Commonwealth Ba.nk should bo given statutory 

power, similar to that of the Commonwealth Statis. 
tician, to obtain statistics which it requires for it$ 
purposes as " central bank, and it should take steps to 
obtain such statistics. 

(18) The Commonwealth Bank should publish a monthly 
bulletin containing such statistics as the Board thinks 
fit, together with explanatory ·comment, and other 
information and advice which mo.y be of value to the 
public. 

DISTRIBUTION OF CREDIT. 
620. We J1ave-indicnted in Chapter VI. that thr Commonw<•alll1 

Bank "should pay some regard to the distribution by the banks of the 
Yolumc of credit amongst different industries". We consider that 
as the Commonwealth Bank develops its intelligence service, and has 
lit its disposal a body of ~scful information, it should be in a position 
to advise the trading banks ns to the· directions in which it is 
desirable, in the national interest, that advances should be mad'e. For 
example, when it has regularly before it the annly.s.is of trading bank 
advances according· to imlustries, together with• informntfon as to 
economic trends at home and abroad', it should be in a pooition to 
i;,dicatc industries wlxich should be encouraged to expand and others 
wl,foh should not. We do not suggest that the Commonwealth Bank 
should interfere in any way with the granting of particular advances 
l•y trading banks, but rather that" it should advise as to the general 
direction _of· ad'vanees. 
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621. We recommend-
(19) In order to promote a wise distribution of credit,· the 

Commouweo.lth Bank should equip itself with a.11 
possible. facilities for ascertaining economic trends iu 
.Australia. and. abroad,. so that it. can advise trading 
banks as to the directions in. which· it is desirable in 
the national interest. that advances should be· made. 

RECRUITMENT AND TRAlNING OF STAFF; 
622. 'l'he functions of the Commonwealth Bank, as· the central 

bnnk, arc of such importance to the community that it is essential 
for . tho Boa.rd to la(ce .all necessarl:' steps· to ensure th?,t the staff of 
!110 Bank 1s· recruited• from tlte best material available and. is 
adequately trained. In our opinion, candidates for the Bank's service 
should '.iormall~ have reaehe_d n standard of education equivalent 
to Lcavmg Ccrhfieatc. Candidates with higher qunlificatfons should 
1101 be barred from entry to !he service simply on the ground· of age. 

623._ Tito B~ard sh~uld give every· cncoiJragcmcnt to· those wish.ing 
to contmue their studies beyond the staudard required for entrance 
to the Bank's employ, and in particular should train tlie more 
promising members of its staff with the object of fitting them 
adequately for executive• positions. 

TRADING BANKS. 
624. ~'ho .system of branch bnnking_ in w11ich there m·e Iul'gc 

banks, mth a great number of branches and widespread interest, 
appears to b~ better than that in which there are a great man; 
'.5"P~ral~ an_d mdependcnt banks with mainly local interests. A large 
mstitutio~ 1~ ab!~ to _bear ris(cs wliioh might be· too great for a smaller 
one, _nnd 1t 1s easier _in practice for a central bank to deal with n few 
tradmg banks as units of a central' banking system than with a large 
uumbcr. So far as they have gone, amalgamations do not appear 
to have lessened the compet!tion between trading banks, which as 
we have already pointed out, is in sonie measure restricted. ' 

THE AOOOUNTS OF THE TRADING BANKS. 
625 •. With the exception of certain statis!ic.9· rclatiu~ to tho 

Australian. assets nnd liabilities of the trading banks ;hich 
i·cgularly supp_lied to and published by the Government departmen~:• 
ino~t. of the information available to the public relating to th; 
posi~1on and profits of the trading banks is containeff in their 
published ~ccounts. These show the total assets and liabilities 
wherever situated, and the total profits wherever derived. In the· 
ease of some of the bnnks, the ex-Australian assets and Jiabilit.ies and 
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profits are· substantial;. in the case of others whose business is mainly 
confined to.Australia,.they represent a co1nparatively small.proportion 
of the whole. 

626. It is sometimes asserted that tho published accounts of the 
banks do not disclose their true position and· results. This is· based -
on the belief tl1at the• banks, or some of them, regularly make 
oxeessive provision for· the purpose of· building up• their inner 
reserves, We shall refer· to this later, but before doing so, shall 
coinment ,npon certain characteristics of these accounts which impair 
their value ns a basis, for criticism and eomparison. 

·627. Tho first is that partieular assets· and liabilities of any bank 
are not strictly comparable with those of· anr other bank, owing to• 
the practice· of grouping under a general heading a number of assets 
or liabilities· of a similar type, As the classifieations adopted are not 
uniform, correct comparisons are impossible, and any comparison 
or aggregation of assets or liabilities Mn be made only under broad 
headings. For example, so1ne of the banks include in "Deposits" 
c.ertain other liabilities, and ill "Advances" certain. other assets. 
Provision for doubtful' debts and contingencies arc in some cases 
added to "Deposits" or " Other liabilities", and in others deducted 
from "·Advances". Where necessary, the Commission has obtained 
additional inforIDation which is not disclosed in the· published 
nccounts .. 

628. The scooud is that the bnlanec-shccts of n number of banks 
include items expressed in curreney units of the same name,. but of 
different values. In the accounts of only one bank is it stated: "The 
balance-sheet :figures are stated in Australian cmrroncy." No indica
tion of the currency in whieh an item is stated is given in the accounts 
of any of the other banks, which take into account pounds. Sterling, 
pounds Australian, and pounds New Zcal1wd as being of the same 
value. The sum of a number of items expressed .in currency 
units of the same nnni.e, but of different values, cnnnot be 
described in terms of any currency. It would be reasonable 
to expect. the banl<s incorporated in England to express their accounts 
in sterling, and to expect the banks incorporated in Australia to 
express their accounts in Australian currency, but the use of different 
currencies in the· same account cannot be justified. The fact that 
the banks incorporated in· England have made provision in ~heir 
accounts for the depreciation of Australian currency does. not affeet 
this conclusion. If accounts stated· in different currencies were 
converted to a uniform currency,. some difference would result wl1ieh 
would probably be relntive to the magnitude of the ex-Australian 
business. But the lack of information· in the published accounts 
precludes an estimate. 
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629, 'fhe third: is .that the buhwce-llheets nre· made up, as at .. 
varying dates: Two banks ,balance in M!U'eh, folµ' in: June, and one 
each in August, September and Oetober, Having· regnrd. to the 
influence of· seasonal movements, on banking figures, it follows that 
tl1e position disclosed by one bank which ·balances in: October may 
not be eompol'oble with that disclosed by another whieh bnlnnccs in 
~fn•·cb. Between October lmd' March, considcruble •m~ouuts will haw 
been rcceiYed· from the proceeds of primary- products exported, and 
the eJl'ect of this wm be to ·reduce advances; convert: advances into 
deposits, or inerease· deposits. in. these ~ircumstanccs it is impossible 
to prepare an nggregate balance-sheet :whioh· will show the _position 
of tho trading banks-as n. whole nt the· same date, 

630. Genc1·nlly speaking, the pron£ and loss accounts• aro not 
informative. Four of the banks ·merely show. -the net profit for the 
cuncnt year, with the bn]ance, brought forward, nud ee1·.tuiu tt[JTJ.ro
priations for dividend, &e, Some others show the "gross". profit 
after deduction of certain undiselosed· expe11ses,and p1•oyisjol1)1: for 
contingcncics, and on the other side of the nccount certain-expe11,$es, 
but ns these U\'e different in each ease, comparisons cannqt be made~ 
~•wo banks. give considerably ·more information nbout expenses than 
any of the· others. Some-banks make appr.opriations to ,officers' 
proYident funds, and to wr!te down premises, before disclosing_ their 
net profit. Others make these appropriations out of their .discl.oscd 
p,•ofits. The amount npprop1•iuted f01:· either of the purposes-repre
sents a relatively small percentage of the total disc\osed p1•ofits; but 
the different methods of treating. these provisions render exact 
comparison impossible. Since 1930, the• position !ms been, l'urther 
complicated by the use of different curreneies in. the accounts:. 

681. We rccommend-
(20) in addition to any M>counts required by the law of 

the country or State· in which-it fa incorporated, every bank 
should supply, to a prescribed authority, accounts relatizlg 
to-

(a) Its liabilities in Australia and its linbilities'-elsewhere 
than• in Australia. incurred- in respect. of. -its 
Australian business. 

( b )' Its assets in Australia and its assets out-of :Australia in 
respect of its Australian business. • 

(c) Its lfabillties·elsewhere than in Australia and its,assets 
elsewhere tha.n in Austral!!\,. in either oase•not being 
in respect of its Australian business, either in detail 
or in a.n O:ggregnte amonnt. 

( d) Its capitnl, reserves, and undistributed profits; BIid 
( e) A profit and loss Mconnt. 
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(21) Such ·a.ccounts should be in, a form to be prescribed, 
·by,-Jegislation· or regulation made in accordance. therewith, 

. • ·n.nd-ahould· in-the cllSO. of the balance-sheet bo made up as at 
the· date prescribed and in the case of the profit and los~ 
account cover the period prescribed; and insofar as the 
particula.rs relate• to its Australian business shall be 
expressed. in Australian currency. Where an item is not 
expressed in Australian currency, tho nature of the currency 
.used .shouTd be indicated. 

T)iese accounts should ho published· in the " Common
we~lth· Gazette ". 

Tlµ; PROFITS OF THE TRADING BANKS. 
• 632. • Elsewhere·wc examine in detail the profits of the llnnks during 

t1,e petio\l 1893 to 1936. Iu tl1is pnrL we •hull dil'cCt our· aftl'ntio11 1o 
the profit~ of the Inst twelve yen,·.,, nnmely, 192;, to 1V36. 'l'l1is pcriorl 
inclµdes the years in which both the highest and lowest pl'oµts• were 
earned· by the trading banks since 1909. The fit•st five years· covered 
a period or 1wosperity, aud the lnHN· years, periods of depression nml 
recovery. 

633·. We huve previously stated that some o[ the httnks deduct from 
ih<' clifmlosccl profit cel'tnin. npprop1·iutions for pro,·illent £nnds and tlw 
wri.ting down or premises, wh

0

ilc others make these appropriations 
iJefor• disclol<ing Lheir profits. Tl1e appropriations to provident 
fmuls •rep1·csont a vcl'y small percentage of the totnl disclosed profit,. 
and call ~or. nQ comment. The amount appropl'iatedi to .write down 
promises va1·ics1 being usually small in the years when profits are low, 
n~cl larger in the years when profits nl'e high. The average percentage 
oC the diseloserl -profits appropriated to write off premises during each 
of tl1c 1>ctiocls stated was ns under:- • 

• 1915-1919· .. 
1920-1924 
1925-1929 

_ 1030-1935 

Fer ccnL 
1.21 
1.93 
3.86 
2.90 

63:l, In orclet completely to eliminate •t>1»·011rintions for tl1cse 
pu11>oses, the- amounts disclosed have been dc<luctecl from ·t1t• total 
p1•ofits o[ encl, year. 

_nan .. 'rhe followfog_ statement shows the shm.·C'llOlders' fuuds, 
cnpit.nl; a1Hl profits of tl1c trading banks as.a whole, during-ti:• peri?'l 
J92i:i•lH3G, as shown· by tl1eir published accounts, nml ce.i-tmn ratios 
bnsed thereon. -These ratios are, of course, an overngc of all tho bnnJu;. 
11hc 1•nt-ios of some banks nre highc1.· nnd· of others. lowor than tlu? 
a"\•~rnt;!~. but unless the cireumstnncN1 of n bnnk nrt' nhnol'mal, tl1(\ 
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difference between its ratios: and the-average of all. the banks will not 
be eonsiderable, and will indicate only the- relative advantages or 
disadvantages or the. efficiency of one bank ru, compared wit!, another. 

STATEMENT OF FONDS AND CAPITAL. USED, AND· PERCENTAGE OF 
l'ROFI'r EARNED AND DIVIDENDS PAID, 1925 TO 1036. 

ToL•d Pre• Pre• Ordl• , ProftL Ordl•-
":l'cnr. Tot.nl Rl!tum . tonmco fercnco lloto· .. ..,, ~,wn.11-Ro(urn. . gm: """'· i·unds. l'rollta. DM· ,Caplt.al • dend. ,Capl~I. able, donill. 

£'000. £'000. %- £'000. £'000. .% £'000: £'000, '¼ £'000, % 
1025 55,073 4,822 8.76 2,634 122 4.81 20,300 4,700 16.01- 3,442 11.72 
1926 60,277 5,020 8.48 2,634 120 4.97 30.702 4,000 15.92 ·s,oos 11.01 
1927 50,682 4,WO • 8.38 2,326 100 4.61 31,085 4;800 15.43 3,744 11.81 
1928 04,003 4,900 7,80 2,117 86 4.00 34,24-1 4,014 14.35 4;090 11.94 
1020 08,322 4,9-13 7.23 2,117 85 4.00 35,437 4,868- 13.71 4,020 11.37 
1930 00,003 "4,409 0.33 2,117 85 4.00 35,087 4;324 12-.1"1 "3,850· 10.79 
1031 70,504 r,~og 4.20 2,117 80 4.00 35,947 2,878 . 8.01 2,820- 7.84 
1932 08,571 2.74 2,117, 85 4.00 36,010 .l,705 6.12 .l,787 5.10 
1033 08,650 1,053 2.85 2,117 86- • 4.00· 35,QIO .1-,808 '6.33 'J,q49 4.99' 
1034 68,620 1,000 2.01 2,117 86 4.00 36,010 J,011 0.46 1,827 : 5,22 
1036 68,654 ·l,907 2.01 2,117 83 4·,00 35,010 1,012 6,40 1,783 . 6,09 
W30 68;708 2,008 3.05 2,117 85 . 4,00 35,019 2,013 5,76 1;894 5.41" 

636 .. For several years after the crisis of 1893, the profits of all the 
banks were adversely affected, but soon after the commencement of the 
present century,. they began to improve, and up to 1026 the profits and 
the return on shareholders' funds l)oth steadily increased. Tho 
maximum l'eturn wns shown in 1925, when 8.75 per cent. was earned 
on total shareholders' funds and 16.01 per cent. on ordinary capital. 
'fhc mpximum profit of £5,026,000 was earned in the following year, 
but increased shareholders' funds had been used during the• year and 
the return on funds and on ordinary capital was slightly· lower, There 
was. little variation in tl1e profits of the three years next following, 
which were in each year a little less than the maximum, but the return 
on funds and on ordinary capital gradually declined owing·to the con
tinued increase of shareholders' funds through the introduction of 
new capital and additions to reserves. The first serious decline came 
in 1930, when profits decreased by £534,000. In the following year 
there was n further decline of approximately £1,500,000. Profits 
fell to their lowest. point in 1932, when they amounted to. £1,880,000. 
During the next three years, they remained fairly constant nt a point 
a little above.the minimum, and it.was not until 1936, when the-profits 
were £2,098,000, that. an improvement became obvious. The return 
on shareholders' funds fell to its lowest point in 1932, when only 
2.74 per cent. was earned: Since then, there has been a gradual 
improvement. The return for 1936 was 3.05 per cent. 

637. It is customary for a bank to set aside, before disclosing iti, 
profits, cc1•tain ammmts which are used to crcuto• or iJ:1ct1oase i·cscrvcs, 
variously desci.'ibed as "Inner Re8erves "• "Secret Reserves''. 
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!' )leserves for Contingencies" or "Contingencies." The µature and 
amount of these reserves are not disclosed in the published account,;. 
-~er ~esarves. aro ~u~y c,:eated. by charging_ against profits, a p·ro
V1S10n for the de~rec1atton of premises or investments, or for bad and 
doubtful debts, m exc~ss of the amount actually required for that 
purpose. The result· 1s that the asset in question appears in the 
balance-sheet at_ le~s than its true value. The accounts may, but 
usua~y do ~ot, md1cate the existence of inner reserves in respect of 
prc~~es or mvcstmcnts, but it. is the genel'al practice to indicate tliat 
prov1S1on lins been mnde for doubtful. debts or for " Contingencies" 
or fo1· both these purposes, " Contingencies 11• is not defined ' 

638. '!'hat provision should be made for any aseertnined or even 
probab~e depreciation of premises aucl invl'st.mcnts, or foi· doubtful 
<lebt~,. _1s not arguable. The question nriscs, however. whether Htest• 
~rov1s1011s should not be shown in the published accounts. 'fhe 
lHlportance of the question is due to the fact that it is easy 
to obscure the profits of any year by molting p;ovision for the 
J>l~rpo~cs stnt~d, or· by tf1king into profits some ot' t1Jl) provisions set 
n~1de 1~ previous years. It is almost impossible for any business 
(mcludm~ for this. purpose a bank) to continue to build up secret 
reserves without ult1mntely disclosing their existence. In our opinion, 
the accounts of any bank over a long period of years disclose n 
reasonably correct ~icw of the trend of its operations. When the 
figures of ~II th~ banks for a number of years are considered as 
n whole, it 1s possible to say with a great deal more certainty that the 
nggregato results disclose, with u fair· degree of accuracy the 
profits and trends of the trading banks. ' 

639. In order ~o ascertain the extent to which the trading banks 
have made nse of inner reserves during the period of ten \·cnrs I92G~ 
1935, we have obtained from each bank a statement showing its income 
from all s~urees for each of these years, which at our instance had 
been s_u~1mtted to nnd. certified a.s correct by the Federal Deputy 
Commrns1one: of Taxation. The mcome of each bank, as certified, 
less a deduction for federal income tnx, has been• compared with its 
profits as shown in the published accounts for the same period and· 
the comparison is shown in the-following table:- • 

(ThoW1ands of ponnds.) 

l'tr/ocl, lncomr. Fcdcrnl Net J>ubl/~htl.l Inoomc Tax, Amount. Profits, 

1020-1030 27,007 070 2s,02g 23,838 1031-1035 14,150 1,602 12,488 10,001" 

Totll:1 41,167 2,641 38,516 34,780 
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640. Tl)C following statement shows the ratio of the published 
profits of each bank to its -certified income, less tax. Tho ·banks· arc 
arranged in a different order in each period • according· to the 
magnitude of the ratio. 

1920-1030. J03Hn3,i. 

108.9 111.7 
102.0 111.2 
100.0 110,3 
98.0 96.5 
93.9 92.5 
91.8 .84.8 
88.4 75.4 
83:l 75.1 
75.8 68.1 

All banks 91.6 87.7. 

641. It should. be pointed· out that "·income" nnd " profit.ff 11 lwvc 
different. meanings. The- "profit" of a business is the· amount 
1·emaining after allowance has. been made for all' business expenses, 
but "income"' is an amount determined in accordance with income 
tax Jaw,. and only certain expenses are allowed as· deductions. 
Amongst the expenses which may not be allowed to be deducted are 
federal income tax,. and alterations to and depreciation of buildings. 
A difference. also arises, in regard to doubtful debts. A bank may 
make provision for doubtful debts before arriving at its profits, but 
in calculating income for purpQses of tnxation such provisions arc 
disallowed and only debts whieb have been found to be bad· are 
t!eduetc.d. Several years may elapse between the time when provision 
is made for a doubtful debt, and the time when: it becomes a bad 
debt. Adjustments are also made in respect of interest in suspense. 
In the case of a bank the items referred to usually aggregate· a 
substantial amount, hence· there is. always· a considerable difference 
betweon "income 11• and "profits". 

642. )\Te have previons1y stated thut the nmount of an imier rcs1•t·v1• 
is thc· diffcrenee between the book value and the true value of the asset 
in respce\. of wbieh it bas been created. But valuations are a matter 
of individual opinion. The extent to wbfoh opinions may fairly differ 
varies wit!\ the nature of tbe asset. 

643. 'rhc ,valuntion of p1·emiscs does not pre$cnt nnr unmntnl diffi
culty. There are good reasons· wl1y buildings e1·cctcd for spcci:tl pur
poses, snc11 as bank premises, shonltl be iraluccl on ,1 c011sc1•vativo bcisis. 
'fo,some extent the amount c..'<pendccl on. promises is in the 11atun• of 
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nn· advertisement. A building intended for other purpose• could lw 
erected, for Jess money and' would produe~ a larger return on the 
capital' cost • When bank premises in country towns are no longer 
requi)•ed,.and-arc offered for sale, some loss is usually made. The same 
factors may to, some extent also, affect the value of premises in the 
cities. It is desirable, therefore,. that some provision should regularly 
be inadc to, write down the book value of premises to their estimated 
value. In addition, there is, as in the ease of any other building, a 
certain.amount of wear and tear for which provision should be made. 

644. For many years it was the p1·actice of. some· or the banks to 
write-down their premises consistently and hca,·ily, nrnl iu some chr.rs 
this was done to-excess. In U)21, the bahmcl'-sl1cct Yalnation of tlw 
premises in England, .Australia mul New Zealand or ont.' of th(' lmnks 
had' been reduced to Jess than .£8,000. It is ·difficult to justify this 
course. Other bnnks hnv~ not. wl'ittcu dowu the Yalur of l.lu•il' 
premises to. the Slime extent. 

645. A comparison of the book vnhw~ of the premises of the trading 
hanks with their Federal Land Tax Returns shows that some of the 
banl<s lmve substantially written down their premises and tbat otl1crs 
have not. But the aniounts written off have been spread over many 
vears and in most cases the effect upon the profits of any year would 
;tot b~ considerable. 

G46. The w1Juation of im·cslmcuw prcsl"nts lilUc diffic.nlly, ll!i 
most· of the invcshncuts. held b,v the bmiki; at'l' qnotcd on tl1c f:itot!k 
exchanges. 

.647. rl'hc prh1eipal dif:iieulty arises in respect ·of the proYision to lie 
11,ade for bad and doubtful debts, including unpaid interest. In 
considering this question, so many possibilities must be taken. lnto 
account that only an approximate estimate can be mntle. But 1£ an 
osti~uate of bad and doubtful debts is honestly made by those qualified 
to make it and in possession of all the material facts, it is n~t easy to 
suggest any grounds upon which the estimate may be. qu"".t10n~d. , 

648. '1.'he origin mul use of inner tcservcs cow1· sneh a Wllll' field ot 
circumstances that a decision us to whetl1cr tht•y hnvc been proper!.,· 
or i~properl; made or usccl can be· arrived at only aftet· full con
sideration of the facbf ln cnch .individual case. \Vherc a company 
cal'l'ies on· an ordinary business, the existence and use o~ inner 
l'f'Jscrvcs. is a matter which pl'incipally eonecl'ns the sharch~lders, nnd 
if tbey desire disclosure the remedy is-in their hands .. But m the c1u;,• 
oi a ·bank• other considerations arise, namely, the interests of tbt• 
dcpositors,\vho provide a much la~ger proportion _of !he total fund~ 
than, the shareholders. The depositors have no vo1ec lD the manage
ment of the bank, and arc powerless to insist upon the disclosure ~! 
information which mny have,n vital benring upon the safety of their 

depOBita. 
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649. In recent years, and in particular since the Royul l\Io.il Stcnm 
Packet case, in which the,question of secret reserves was oxhaustivcly 
considered, the best. modern accountancy practice· in England nnd the 
Dominions appears to· incline towards the Yiew that the amount of the 
inner reserves is not, as important as the extent to which they may be 
used to obscure tbe true .result of an accounting -period. This was 
clearly expressed by Lord Plcnder, a Past President of the Institute 
o, Chartered Accountants in England and Wales, in a paper read 
before the Insurance Institute of London on the 1st February, 1932, 
that is, some months after tl1e decision in the Royal Mail Steam Packet 
caoo. He said-

" 1 think that· iu the p1·e1nm1tion of the Profit and Loss Accounts certuin 
genernl principles should be followed in order to ensure llS far as possible that thQ 
net results fairly o.ttributo.blc to the year's operations upon a basis comparable 
year by yenr ehould IU! shown and that cxtraneoua p.nd abnormal· it.ems should 
be i;t.n.ted St'paratcly.1• 

Applying these priucipl('s to th" specinl circnmstanct.•s of the 
trading banks, 

650. We recommend-

(22) (a) Before arriving at the profits of any accounting period, 
the directors should be entitled to make reasonable 
provision for. debts which are doubtful, and interest 
which may not be received, without disclosure, except 
in the circumstances referred to in (!), provided that 
such provision does not exceed the amount required 
to cover· the anticipated lo•~es under these headings; 

( b) If the directors desire to make any additional provision 
for either of these purposes, or for other contingencies; 
such additional provision should be made out of' dis
closed profits, as is the present practice of one of the. 
trading banks. 

( o) Provision for the depreolation· of premises or to write 
d(\'Wn the value of premises or. for depreciation of 
inYestments should be made out of disclosed profits. 

(d) Transfers from• inner reserves to the credit of the profit 
a.nd loss account during the accounting period should 
be disclosed. 

(e) The existence of inner reserves· should be indicated in a. 
'similar manner in· the accounts of all the banks. 

(f) (NOTE.-These recommendations are subject to our further 
recommendation; illeludCd in "Banking· legislation,,, that tlie 
Treasurer be given power to direct the J\.uditor-General to investigate 
the affairs of nny b•nlr.) 
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REGULATION OF BANK PROFITS. 
,651. The statistical tables included in the report sl1ow that for 

many years the trading banks: made large profits and built up largo 
reserves. Since the commencement of tho depression• the profits have 
been small and the appropriations to reserves negligible. Dut 
consideration of the profits of the years preceding the depression 
raises. tne question as to whether it is desirable in the public interest 
tbat banking profits should be regulated or limited. 

652. The power of the central bunk to cxc>rC'isC' somC' control OVN' 

the interest rates. may tend to reduce the profits of the trading banks: 
. But, on the other hand, the position of the truding banks is now 
stronger than when they were acting individually as units of an 
uncontrolled system, firstly, because it will be the duty of the central 
banktti stri\'e to reduce fluctuations in the Australian economy, and; 
secondly, because in the public interest the central bank must use 
every endeavour to prevent the failure of any ba~. This ~h~uld 
enable the trading banks to reduce to some extent thotr appropriations 
to rcse1•vcs. 

653. Under modern industrinl• conditions practically no brnnCh ?f 
industry can be carried on without adequate supplies ?f bank •:•~it. 
In practice this is controlled by the trading banks, and rn: our oprn1on, 
therefore these banks should be regarded as enjoying a privileged 
position· ;,,hich closely resembles that of a ~ublic utility. They_ are 
entitled to a fair return for the· services winch they render. If our 
recommendations relating to the statement of the profit and loss 
account are adopted, the actual profits will' be disclosed. If these _are 
round to exceed what may be regarded as a fair return for the services 
rendered tl1e Government should consider whetl1er the profits· of the 
trading banks should be regulated or limited as in the case of some 
pnblic utilities.• 

STATISTICS RELATING TO TRADING BANKS. 
654. At present, the only published statis.tics relating to the 

oper~tions of the trading banks, apart from their balance-sheets and 
profit: and· loss accounts, aro quarterly averages· of their assets and 
liabilities· within the Commonwealth and within each State (u~dcr 
Commonwealth and· State law), and the _total of b~nk •!•armgs 
(published weekly by the Clearing House m caeh capital city). 

655. We afo of opinion that this information is in?d~quatc. We 
suggest that addition~! statistics sh~uld not be. hm1tcd to the 
matters,mentfoned in our recommendation, but we thmk that the scope 
an<! form of such statistics could best be determined by the Common
wealth· Statistician after consnltaiion· with officers of the Common
wealth Bank. 

• Mr. CblnU makes a rcsP.rvatlon, 
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666. W• recommend'- • 
(23) Tho Commonwealth Statistician should obtain from the 

trading banks, o.nd. publleb, ·statistics -covering at 
least-. . 

(a) monthly averages of RSsets and liabilities within 
Austr&lla, nnaiysed m more ·detail than the 
existing quarterly averages,. e.g., showing 
separately treasury-bills, deposits with: Com
monwealth Bank, and, advances; 

(b) monthly totals of debits to customers.' accounts 
within Anstralia; • 

(c) monthly figures of assets and liabilities outside 
Austrnliii., in respect of. Australian business 
(subject to our recommendation relati)lg to 
tho publication of London funds) ; 

(d) an annual analysis of total advances within 
Australia, classified according to industries. 

BANKING LEGISLATION. 
. 657. We arc of opinion that fun cfl"cct cunnot be i:ivon to wl1ut 
••· recommended in this Report, without. further Federal legislation 
upon tho subject of banking. 

658. It se01ns unnecessary to-disturb. the torms or condition:; ui>on 
which the various trading banks have-been.incorporated, or to require 
t.hom, or other banks, to be incorporated under Federal law. There 
arc al!J.ple, facilities, under the existing law for the incorporatio)l 
o( companies formed for the purpose of banking. It should be 
st1ffieicnt for tho Commonwealth· Parliament to legislate for tho control 
of ba~g ( other than State baµking) il! Australia, and to require 
comphancc by the banks operating in-Australia wherever and however 
constituted. ' 

G;;!l, li'or this purpose it ·should be unlawful to cmrry on tht" 
hnsiness_ of banking "in. Australia without a licence or nuthorit,· 
wl'.ich would be terminable in the event of' any wilful or persiste~t 
f111lure to comply with the provisions. of the statute. This prohibition 
would also serve to give the Commonwealth Government tho control' 
which we think that it should exercise,'·over· the establishment of ne,; 
bonka. • 

(IGO. fo the cnsc of tho existing banlcs, the licence should be given. 
in the first instance, ns a matter of course; but any proposal t~ 
,•stablish a new banking business should be considered upon· its 
merits, wl1ether the company is formed 01· incorporated in Australia 
or else,vherc. Certain conditions should, however, be prescribed. 
No new banking company should be authorized to carry on. business 
unless it has adequate capital. We suggest a subscribed capital of 
nt least £500,000, of whioh• at least £250,000 has been paid• up in 
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money. In the cnse of a company· incorporated clse,Yhere: thun iii 
Anstralfa, provision should be made for the nppointmcnt or a11 

attorney resident in the Commonwealth, and for recortliug its 
memorandum and articles of ,issoeiation, or other instrument or 
in~orporation. 

661, 'rhere may be some difficulty in definiug Lill' score or 
the Act. State banks, which do not estend beyond tho limits 
of the State concerned, will, of course, be excluded pursuant to tbc 
Constitution, and it may be necessary to provide specific exemptions 
for. the pastoral fmance, and other companies and firms, which 
undertake some banking activities, although their main business i, 
not bankini;. It will be difficult to frame any definition of bankini; 
that does not bring in large pastoral finance companies which tuk .. 
deposits, 'llake advances, and give their customers the facility of a 
cheque account, but it is evident that the obligations proposed for 
the trading banks are unnecessary, or inappropriate, in tile 
ease of these companies or firms, whose banking activities nrc merel~· 
iueidelital to the carrying on of another business. We think that 
the prohibition against carrying on the business of banking, without 
licence or authority, should be directed against cheque-paying bank,. 
and· savingsbanks; but it should be ·so expressed as to include nni· 
branch opened in Australia by any bank established elsewhere, and 
provislon should be made for exempting pastoral finance and similar 
companies and firms from obligations which are only intended to 
apply to trading banks. 

662. It is undesirable that the title "bank" shonl,1 be used with
out· authority. The title should be reserved for the banks authori~ed 
~nder the statute, the State banks and savings banks established 
under State law, and mortgage or other banks, if approved by thr 
Treasurer. We think that it should be unlawful for nny othrr 
person, firm or company to assume or use the title '' bauK. ", or any 
name or d~ignation representing, or· suggesting, that it is, a banking 
institution of any kind. 

663. For the purpose of g-iving effect lo• what lrn~ 11h·enrl.v h('IN1 
1·econunendC'd, the 1-1tututc sboultl proviclr for thC' following mnttrrci :- -

(.a) :Minimum deposits. 
•( b) The publication of annual accounts and balance-shorts, hi 

the form prescribed by the Act or by rcgnlntion. 
( c) A statutory declaration to the efl'cct t)lat--

(i) these accounts nre· true in every particular: 
(ii) any provision which has been made for debts 

which have become bad or· doubtful· since tho 
date of the last preceding accounts docs not 
exceed .the amount required to cover tho loss 
anticipated; 
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(iii) the profits· disclosed by the accounts have not 
been reduced' by any other appropriation to, 
or lncrei1Bed by any appropri_aiion from, any 
inner or secret reserve. 

(d) Power to the Treasurer to direct the Auditor-General to 
investigate the affairs of any bank and to report upon 
such matters as the Treasurer directs. 

We are of opinion that compliance with these statutory provisions 
may well be regarded as a condition attaching to the right of any 
bank, wherever incorporated, to trade in Australia, and, therefore, 
that there should be po:wer to withdraw the licence or authority to 
carry on the business in the event of wilful or persistent failure· to 
conform, 

664. Amongst other matters which might well be included-in the 
statute are-

(a) PFovision for the appointment by any bank, whose head 
office is not .in Australia, of an attorney in Australia 
upon whom any process or notice may be served. 

(b) Approval of the Treasurer to the appointment of' nnv 
official liquidator appointed· to liquidate any bank. • 

(c) Power to proclaim bank holidays. 
(d) Restriction upon loans by a bank to its directors, auditors, 

or principal officers. 
( e) Provision with respect to unclaimed moneys. 

665. Statistics with rcspcat to banking activities in the vm·ious 
States are collected under State· law. The information may be valu
able to the i:)tates· concerned, as well ns to the central bank, and 
there is no reason why the practice should not continue, unless, as u 
matter of convenience, it is considered expedient to collect· t}ie same 
statistics under the Federal Act. 

666. We recommend-
(24) The enactment by the· Commoµwealth. Parliament of 

ba.nking legislation upon the following llnes:-
(a) Prohibit any person, .firm, or· company, irom carrying 

on the business of a bank without licence or 
authority from the Treasurer of the Commonwealth. 
For this purpose, include any cheque-paying bank or 
savings bank and any b_ranch established in Aus
tr11lia by any bank founded elsewhere; but exclude 
any State bank which does not extend beyond· the 
limits of the State concerned. 

(b) In the case of any institution carrying on the business, 
when the Act comes into force, provide for the· 
authority· being given, in the first instance, as a 
matter of right. 
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(o) Give discretion to grant or refuse any application to 
establish a new business, but prescribe conditions 
(a). as to capital, in the case of a oompany wherever 
formed, and• (b) as to registration of an attorney, 
and of the constitution, in the case of any company 
formed outside Australia. 

(d) Define, "trading bank" and " savings bank" by 
reference to schedules. of the existing institutions, 
but provide for additions thereto by proclamation. 

( e) Prohibit the use of title " bank " except by-
(i) State banks and trading or savings banks 

authorized under the Act;. or 
(ii) other. banks with the consent of the Treasurer. 

(f) Provide, in the case of trading banks, for-
(i) Minimum deposits in the circumstances and in 

the manner recommended.• 
(Ii) PubliC11tion of annual accounts and balance

sheets in the form prescribed by the Act or 
by regulations. 

(iii) A statutory declaration in the form pre
scriood. . 

(iv) Power to the Treasurer to direct the Auditor
General to investigate the affairs of any 
bank and to report upon such matters as 
the Treasuret directs. 

(g) Give the Treasurer power to withdraw the licence or 
authority in the event of wilful or persistent failure 
to comply with the provisions set out under (f). 

BANK CHARGES. 
667-. The scale of ohurgcs by the bnnks fo,-' the collection of· cheqnes 

and on drafts within the Commonwealth appears to be· a· sur~ivn! 
of nti earlier time when· communications. were less highly developed. 
and to be full of anomalies as between State and State and district 
and district. It is true that some reductions. have been made from· 
time to time, but in· our opinion a comprehensiv(' nnd systematic 
revision of these charges is necessary. 

CLEARING POOL. 
668: In ea<:h cnpital city ther(' is n clearing hons<' agrC'C'mc>nt 

between the· trading banks, providing-, amongst otlw.r things, for a 
deposit of notes by each trading bank in n pool as a guarantee against 
default. in settlement of clearing balanee.s. Formerly each bank 
contributed gold· to the pool, but when the trading banks handed 

• Subject to. llh1senh1 frotu l~nt rocomuiendntlon. 
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over gold to the Commonwealth Bank in 1929,. the gold in the P,ool 
wus repl-nccd by £1,000 notes. At the end of' June, 1936, £2.47m. 
wns held by the pool in. the. form of these notes, .which· remain ns part 
of the cash reserves of the banks, but are. earmarked· for the purposes 
of tbe pool. 1f the·trading banks think it necessary to guard in this 
way against a default of one of:iheir number on clearing transactions, 
it .seems to us better that this pool should be kept in the· form of 
deposits with the Commonwealth Bank, which would allow of a 
reduction in the note issue. 

NATIONALIZATION OF BANKING. 
669; We lrnvc not entered into the nrgumcnts for 11nd llgilim;t thr 

untionnlization • of banking in Australia. By general invitation 
is.nod' through the press, opportunity \Vas offere,l to thost• 
interested to give evidence on ·tJtis and· other subjects. But 
we have had no evidence· from political organizations, and littl• 
evidence from i'xidividunl' witnesses, either foi or against 
nationalization. Tl.tc • view of the Commission, as set out 
ir, Chupt~r V., ls tbat t!1e most ~esirable banking system in tl,e 
present circumstances of Australia is one which includes privately. 
owned trading banks. The system which we contemplate is one in 
which a strong central bank regulates the• volume of credit, and pays 
some attention to its distribution. We are of opinion that tl1e 
adoption of our recommendations \Vil! place the Commonwcalt11 Bank 
in that position. We are satisfied to leave the distribution of cl'edit 
to privutely-owaed trading banks, working for profit, but regulated 
in the manner indicated in our reeommendntions. A.strong central 
bani,, publicly owned, and not dominated by the desire to make profit-, 
will exercise the necessary control over the activities of the trading 
banks, and the. organization of· these banks on-a profit-making basis 
will conduce, to· efficiency, while the area of choice afforded to 
borrowers will be greater than if all banking were nationalized and 
brought. under one control. We think that in this way the national 
interest 'l\lill •best be served.• 

SAVINGS BANKS. 
'670. Savings banks render a valuable service in colleet.ing small 

savings, and they make part of them available to the banking syatem 
through the deposits which t)ley make. with the trading banks.. In 
onr opinion certain disadvantages arise from the fact that the 
maximum amounts on which interest is paid are high .. In the first 
place this means that large amounts, exceeding what might be con
sidered thrift accounts, are subject to withdrawal at very short 
notice. In the next. place, the comparatively high rates paid on large 
sums at eall tend to force up interest rates. 

• • Hr. Chlnoy dl~,ronte. 

.;, 
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671. We· recommend-
(26) The savings banks should· consider the desirability of 

'lowering the maximum amounts on which interest is 
paid for deposits a.t call or very short notice, and of 
encouraging the conve1·sion of any excess over this 
maximum into fixed deposits with themselves: 

THE SAVINGS BANK: OF SOUTH AUSTRALIA. 
67'2. Und'er the State law by which this bank is constituted, tlw 

Trustees arc required to deal wit!, tltc profits in c.acli year, by allocat• 
ing not more than one-fifth to reserve, and distributing the balance in 
the form cf· interest to the depositors. We arc of opinion that, in 
this respect, the power of the Trustees is unduly limited. W c think 
that it would be bettc1· if the Trnstecs were given a wider discretion. 
We think that the amount to be curried to reserves ought not to be 
limited.to any fixed proportion of the profits, but left to the discretion 
of the Trustees, and, further, that the 'frustees should be allowed to 
establish an interest equalization fund, and to declare their rate of 
interest from time to time, ns is tlie common practice. If this wert
donc, the Tl·ustccs would be free to consider the possibl1• ,.ffert ,1r thf'il
ratc upon the general structure of interest rates. 

673. We recommend'-
(26) The Government of South· Australia should cons'ider the 

question of an amendment of the State law for the 
purpose of- • 

(a) giving the Trustees of the Savings Bank of 
South Australia ;,. wider discretion over the 
allocation of tho profits, and 

(bl authorizing them to declare a current rate of 
interest. 

MORTGAGE BANKING. 
674. In n. pl'evious part of our report we ha\'c sho\,•n thut "ther<' is 

o lack of facilities for fixed and long-term borrowing. One method 
of: providing these facilities is mortgage banking. A mortgage bank 
differs from a trading bunk in that it lends on land for .fixed terms, 
and for that purpose raises. part of its funds by issues of l!onds. The 
trading bank accepts deposits only for short periods or at call, and 
only lends on overdrafts repayable on demand or by discounting bills 
for short periods. 

675. Tl1c mortgagC' bank1 th1·ough its lm·se· field of investment in 
mortgages, enn spread its risks over n wide area and the mo1·tgagc· bond 
is therefore a good security, In normal circumstances these bonds are 
1·cndily 11egotiable. Tl1c holder of the bonds cau 1·en!i1.e his capital 
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Jlromptly by selling his bonds without disturbing the. borrowers: In 
other countries• where mortgage bnnks exist, the procedure generally 
adopted is to make the first parcel of mortgage. loans out of. the 
capital of the bank. The mortgages are then deposited with trustees 
and bonds are issued against them in such deno)llinations and with 
such maturities as may be convenient.. When the money received 
from the sale of these bonds has been lent, a further issue of' bonds is 
made on the security of the second PIIJ.'CCl of mortgages: This process 
can be repeated· until the bonds reach the maximum prescribed by 
custom or law which is generally from ten to twenty times the capital 
of the bank. The mortgage bond is-repayable on a fixed date, and 
payment is secured by the mortgages held in trust and the other·assets 
of the bank. An important difference between a mortgage and n 
mortgage bond is that whereas the mortgage is secured on a specific 
piece of land, the mortgage bond is scoured by a general charge over 
all the mortgages comprised in the seenrity.• 

676. There nr<" vadous types of mortgage bank whieh might b<' 
established in Australia. These may be· divided into three classes-

(!) Those in which the capitat is provided by a public com
pany, or by the public. For e:<ample, one trading bank 
might establi~h a mortgage bank as a separate unit, 
1Lsing its own offices and staff. Alternatively, several 
trading banks might combine to establish a mortgage 
bank, or a new company for the same purpose might be 
formed, the- whole of the capital being provided by 
private investors .. 

(2) Those in which the capital is provii).ed by a Government, 
the Commonwealth ~ank, the Commonwealth Savings 
Dank, or by a State Savings Bank or State Dank, or by 
some of· these in. Mnjunction. In any of these eases the 
mor.tgagc bank might be administered as a separate 
institutioui or as a d'cpnrtment of nn existing institution. 

(3) 'fhosc in which the capital is .provided partly by any of 
the institutions named in paragraphs (1) and (2) and 
partly by private investors. 

677. '11Jic tidoption of one type of mor•tgage bank woukl not 11cces~ 
sarily exclude ti1e adoption of others.. It might be fonnd convenient· 
to establish •· number of mortgage banks, of different types. 

678: As it is important that the mortgage bonds issued by the 
banks should be regarded as a first. class security, 'thus enabling -th•· 

• For de--reJop1ncnt or Mort1;11,;e B1111kln1; JJ~ vnrJouR c&u1Jtl'foa,. ,cc 1'hc Jlorlga11t1 
Ba,it by Joseph L. Collen {Pitm11n) 1981. 

' 
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bank to borrow and to lend at the cheapest possible ,ates, legislation 
for the regulation of. these banks in tho following matte.rs is desirable. 

(1) The amoun"t of capital to be subscribed and paid· up before 
the bank is permitted to commence operations. 

(2) The limitation on the amount of bonds to be issued. The 
limit wonld' presumably be some multiple of its sub
scribed capital. 

(3) The conditions upon whieh loans may be made, 
prescribing-

( a) the minimum and maximum term. 
( b) that money shall be lent only on first mortgage. 
(c) the proportion between tho valuation and the 

loan, 
(d) the remedies of the bank in the event of non

payment of interest or capital instalments. 
( 4) The nature of the retu,ns to be made. 

679. The bonds might be issued upon tho security of all the 
mortgages· held by the bank, with a collateral security over any other 
assets of the bnuk. .Alternatively, they might be issued· in· series, iu 
which case it would be necessary to specify the security for each series 
and the order of' priority if the specified security is found to be 
inadequate. The-bonds might be of different denominations· to. suit 
varions types of investors. If the bank is a company, its constitution 
should bo such as. to comply with the requirement~ of the stoek 
cxohanges, fa order. that the bonds may be listed· and readily 
negotiable. The· bonds should be trustee securities: . 

680: We. think that if the trading banks were enabled to. transfer 
to a mortgage bank some of their present overdrafts,. which, are in tho 
nature of long-term loans, and take in exchange the mortgage bonds 
;.,;ued by the mortgage bank, the position of the trading banks them
selves might be strengthened. 

681. We recommend-
(27). A mortgage bank or mortgage banks should be.established 

to provide facilities for fixed and long-term lending. 

VARIABLE RATES OF INTEREST. 
682. In the course of the evidence, several proposals have been made 

to us for tho adoption of some system of'variablo rates-of interest upon 
fixed or long term loans. It has been pointed out tbat,. ,particularly 
.fu the. case· of primary producers, a rate of .in_terest which hns. been 
fixed in a. time of high prices may become burdensome if prices fall, 
and· it has been suggested that there should be some. facilities· for 
borrowing at a rate of interest:which. would vary with changes in some 
.rrfoe index uumber .. 
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683. Another-suggestion, which. hns been mndc to us, is .. thnt otho,· 
in.stitutions s~ould adopt some.such· praotice as·tbat already instituted 
by-the Commonwealth Savings Bank,. in. certnin en,;es, o~ lending ro,· n 
lixcd term nt. n rnte of. interest which· rises or falls-with. the rate upon 
its deposits. • • 

684. One. difficulty will be to find lenders who are prcparc,l to 
fond upon these conditions. Another is that lenders wonld be inclined 
to oharge r~ther more than the current rates of interest. We 
think thnt these suggestions are worthy of consideration by tho 
institutions which specialize in loans for fixed or Jong terms. 

CAPI',1.'AL FOR SMALL, SECONDARY zm>USTRUJS. 
,685. To meet the needs of small concerns·,in scconclury imlustricx, 

it is desirable to,provide facilities.eithnr in the-form.of a new institu
tion specially established for -the ·purpose, or by some auapt.ntion of 
un existing institution. It wouJd·be necessari for·nny such institution 
to-!,ave available the services. of technical advisers, firstly to examine 
the prospects of the. business, and, if n-loan is mnde, to advi,o• tho 
owners on such matters as manufacturing method.s,_.factory lay.out, 
costing nnrl marketing.. Since the· object o! the. institution. is- to 
enable industries to be develope.ci in-the -national .interest, profit should 
11ot be its.main conside1•ation, but there is no reason wllr it should not 
make profits. 

G8G. As. the industries we have in mind may be ni<lecl• ns a matter 
of national policy or local policy, the provision of the necessary 
1n11chinery and funds might fall to either the Commouwcnlth or a 
Stnte GoVernment, according to .the circum.stanccs. 

687. We recommend-
(28) The Governments, with the a,sistance· of the Common-• 

wealth Bank,. should investigate the problem of 
setting up institutions to supply· the needs of small 
concerns in second industries. 

DECIMAI, COINAGE. 
688. 'l'oo little attention has been given in th" pn:;t to ·•hi:! 

denominntion nnd, forms. of' o'nr token coinnge. In our view. the 
division of the pound into twenty shillings, each of twelve petice, ;, 
antiquated. Most modern- currencies are bnsed upon the decimal 
system, ,vhieh, has great. advantages. With its introduction, money 
calculations of all kinds would be simplified and shortened, and a 
great. deal of time and trouble would be saved· in industry and in 
commerce .. • More, of the time of· school children, too,, could be· devoted 
to other subjects;. The chief difficulties to be overcome arc tradition, 
inertia, and the inconvenience and c_ost of the transitional period. 

CONOLUBIONS AND REco>WENDA'rIONS. 

Opposition will come from those who prefer the old system because 
they ure accustomed to -it, and from those who would deprecate a 
break with the custom followed by Great Britain. On the other lrnn<l, 
some pat•ts of tlrn Empire have· fo1• Jong used a decimal system of 
coinage. 'l'hc introduction of decimal coinage would provide nn 
opportuuity for a reconstruction of the whole of the token coinage 
from. the point of view of shape, weight and design. 'l'he threepence, 
fol' example, is a coin of convenient dcti'ominntion but inconvenient 
size. It would be easy to combino n dccimnl system with a new 
coinage, more convenient to handle than the pl'esent coinage, ev('n 
if other metnls t.hnn· silvcl' nncl bronze, ancl otltPl' shapesi than the 
11rc>srint, W('re introdncecl. 

689. We recommend-
(29) A system of decimal coinage should be introduced· based 

upon the division of the Australian pound into one 
thousand parts. 

MINTS., 

6!J0. 'i'hc' Britfah Government uppoints ll1t•· officers of t.Jw l\Ii11ls1 

but the State Governments of Victo1·in nml Western Austrnlin, 
respectively, own the lands and buildings, receive, the rcvC'nuec; nncl 
benr the expenses of the estnblisltmonts. 

691. We recommend-
(30) The Commonwealth shoul<i take over from the States of 

• Victoria and Western Austr11lia their interests in the 
Mints. 

692. '!'his report reJ1rcsents the views or u nrnjodty ol' th~• ( 'nm
mission, mul the <lisseuts ancl i:eser\'ntious of iuclh•iclunl mrml1rr'i are 
expres.<;;ed i11 111cmort111dn :1tt11elwd thereto. 

693. 'i'he rcpm't hns ther<'forc bC'c>lt sign('ll ~nhjl'l•I to sud1 <li<;...;<'nts 
nnd tC'scr,·ations. 

W. 'l'. IIAHms -(Secretary). 
1•'.!!IS8l.-9 

.J .. ir. NAPIER (Clinirman). 
E. V. NIXON. 
R. C. MILLS. 
J.B. CHIFLEY. 
H. A. PIT!'. 
.r. P. ABBO'r'r. 

Hlth· ,lulr, rn:{7. 
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MEMORANDA OF DISSENT AND· RESERVATION BY THE 

• OHAIBMAN: 

Rolatio11s of /lie Go111111011wealtl, Bank Board lo G1>vcr11msnt 
(para. u30) : 

1. I um unable to accept the conclusion oir page 126 
without some qualification. From every point of view it. is 'highly 
desirable thut the administration of the central bank should be 
re,,;ovcd from the sphere of party· politics. As the law now stands, 
the. Board is bound to form its own opinion, and to exercise its 
0

discretion, but it is manifest that it cannot· disregard. the policy 01• 
the actions of the Government of the day. If it is unable to move· 
the Government by advice or persunsion;. the Board· will be faced 
with n choice of evils. If it insists upon its own. opinion, the· Board· 
will be brought within the sphere· of party politics, and, presumably, 
into conflict with the Parliament .from which· its authority is derived. 
Speaking generally, I ltave no doubt that tlte Board mnst subordinate 
its own opinion to tlte conside1·ed poliey of the. Government. If it 
does not, the· system of' independent control' is plainly unworkable, 
nnd will bn,ok down. 'l'ltc conc1usion of the mojority of the Com
mission is, therefore, a sound working ru1c. But; nlt11ough it may be 
clilllcult to eoutcmplate the circumslllnccs in which the Board might 
be .iustillo<l in acting otherwise, I am not prepared to say that they 
oould not arise. • 

Rcco11&1uc11datio1< (l)-2'/,a Oommonwcalth Bank Board (para, 576): 

2. l nm unable to agree with the· recommendation that the 
Govcmor of the Commonwealtlt Bnnk should be, ex officio, the· 
Chnirmni1 of the Board. In my opinion there should be no interference· 
with tl1e \>resent pmetice by which tltc Board elects its own Chairma,;, 
The main ground of my objection to the proposal is that the. status
nnd responsibility of tltc directorate ,vould be. serioUllly impaired· by 
the alteration. 

Rccommc11datio11s (7) and (8)-Nole I,sue Rasarue (para .. 580): 

3. 1 assent to the 1·ecommeudntions with respect to tltc limitation 
of the note issue; but I nm of opinion that tho- Commonwealth 
Bnttk should be required to hold a reserve,· in gold or sterling, of 
somo stute~ amount, subject to power given to the Treasurer to 
consent to some reduction· for a period of (say) six months, renewable 
from time to time, but not for more titan (say) two years, without 
the npproval of Parliament. I think that. the external value of the 
currency should be backed by n reserve, which. ought not to be 
expended without Ministerial authority and responsibility. 

., ' 

,l .. ... 
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l/ccommc11dalio11s (9) a11rl (10)-Powcrs of tho Commonwealth Ba11k 
(para. 589): • 

4. I cannot agi:ce with thesu reco1mucudnlio111, in their p.t·cscnt 
lorm, which would give power to requisition up to tho full amouut of 
tho deposits. I think that this goes boyond tho 210cessitics of the 
case, and I am of opinion that it is n power which 1>a1·liament ought 
not to delegate. I think that the line should bo drawn between a 
power to, exert pressure, with a view to contt·ol, and an arbitrary 
power· of coereion. It seems to me that this power to require 
minimum· deposits would be a useful inst1·umcnt of centl'al bank 
contl'ol, if the power to 1•equisition were limilcd to u. moderate 
percentage. In this connexion it should be pointed out that; in or<ler 
to carry on its business, every trading bank would have to provide 
for a deposit with the Commonwealth Bank in excess of the perccnta~e 
l'equired, and, in addition, it would ltnve to !told till money. 

5. Apm•t from the absence of any limitation upon the amount, 
I am of opinion that the power to-requisition should be limitecl by 
some provision for reasonable notice. 

. I,mcr Reserve,' (pm·ns. 302-303): 
G. I agree with the views c~p1•csscid by ~fr. Nixon. nnd ]uwc 

nothing to mlcl to his memoi·nuclum .. UJ>OTI this snl.ijcct. 

,T. M. NAPIER. 

DISSENT BY PROFESSOR MILLS, MR, OHIFLEY AND 
MR, ABBOTT. 

Sll-uct,m·o of'. the Commo·nweullh Bank-Note Is:mo Depai·t111e11t 
(pam. 578) : 

1. In our opinion, the present scpnrutioo of thr Note issn~ 
Flcpartmcnt from the General Banking Department of the Common
wenlth Bank should be discontinued·. The Bank could then treat its 
central bank activities as one,. and would not hnvc to show separately 
the ncconnts for each department. \Ve cnn sec no good rcnson why the 
profits of the note issue, whfoh is n central bnnk function, should be 
separate from the profits of the General Bnnking Department. 
If it is desired that the present allocation of proflts sl1oul<l not be 
disturb~d, we nre of opinion that the profits of the General Banking 
Department, after it has absorbed tho Note Iss11e Depnl'tment, should 
be divided between the National Debt Sinking Fund aud the reserves 
of the Bank in some such proportion as two-tltit'ds nncl one-third 
respectively. 

R. C. MILLS, 
J, 13.. CHIFLEY, 
J. P. ABBOTT. 
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Jtt,·onm,c,mlulwu f 14;-J>u.bli,:ttfion of l,01ulo11 l•'mul..~ (pttra. 509): 
l. 'l'hc majority of the Commission reeommcnds the rcgulnr 

publicution of these Jlgures, with an interval of six months nfter the 
date to whicl1 they relate. In our opinion, the figures should be 
published ns soou as they are available. 

RO. MILLS, 
J.B. CHIFLEY, 
H. A. Pl'l''.1'. 

RESERVATION BY PROFESSOR MILLS AND MR. ABBOTT. 
1'010Cl'S of the Oomnwnwealth Bwnk-Open Mal'kot Overatio11s 

(11t1ra. 581): 
I. 'l'hC' Commission has assumed that the pui-ohnsc mul salt• 

of securities by the Commonwealth Bank on the OJJCU market will be 
a normal method of regulating credit. W c have only to ndd that, in 
our opinion, since this power is one ordinarily nssoeintcd with central 
bank notion, some opportunity might have been found. by the Bank 
in the pnst six years for testing the width of tltc innrkct. Evc11 if 
the market be ns narrow ns the Bank's view suggests, this is n ground 
for enntion rather than inaction. 

R. C. MILLS, 
J. P. ABBO'l'T. 

DISSENT BY PROFESSOR MILLS AND MR. ABBOTT. 
f(,(11111111t11dr1{iu11 (]2 1-Ereltangc .llobilf.zait'rm .:l(lracmen.t (para. 

:;9; \: 
J. Tlte ExaJrnugc !lfobilizl1tion .Agreement. wns :Jri-angccl to meet 

nu emergency, and has workecl well on a voluntary basis, but now 
rhat the cmel.'gcncy -has. passed it lias lost mucli of its significsmce. 
If the banks wish to make a binding agreement covering tho.,debt 
service and nlly other matters, there is, jn our opinion, no objection 
to this course, but we think that. the matter sl1ould be left to their 
discretion. The agreement merely relates to the selling· by trading 
1,a11ks of Loudon funds,to the Commonwealth Bank at a fixed rate. 
;md there need be no fear that, even in the absence of an agreement, 
funds will eense to be provided for the debt service. 

R. C. MILLS, 
J. P. ABBOTT. 

DISSENT BY MR, E. V. NIXON. 
T?u•m,rnie,ulalitm (1 )-C'o111w01m·eallh Ba11k ]Joa rel (pa.,•a .. 576): 

1. I nm unnb1~ to agree· with the rccommcndntio11 tllat th<> 
Governor of thC' Commonwealth· Bank shoulcl be, e:r. officio, Chairman 
of the Directol's. • 

.. 
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2. I um of the opinion thnt tbc Chni;·mnu should be chosen by 

tlie Board· ns tlie Commonwculth Bunk Act. now proyJdcs. 'l'hr 
llovernor should he eligible to be chosen, but shoulcl not ho entitled 
to the office ns of right. 

lmwr Roservrs (vw·,1~ .. 302-303) : • 
3. I dissent from the decision to disclose the amount of thr 

inner resel'ves of the trading bunks without such other information 
m; will enable these reserves to be viewed in their proper persPcctive. 

4. Inner reserves may be con~idcrcd frotn two points ot' view; 
firat; their effect on profits and, next, thril' adc•qmu•r or iwuk'qwwr . 

5. '11hc effect on lll'Ofits cannot be dctcrmiurcl without informa
tion ns to the time during whicJi the inner rcscr\'C'S have been accumu
Jnting und the sou1•ccs from which tl1C'y have been cl~rived. ProfiL,._ 11l't~ 

not the onlr ,'ionrcl' from which im1C'r rrs1•rvrs may be crcntc<l. .A. 
substanLia.l proportion oi those now existing i1>. att1·il.mtablr to 
amaJgnmatiom;. 

G. The aclcqnacr or innd'e<1nucr of l'C'Sl'r\·,•s c111111ol bt• 
detr.rminecl without a knowledge of the nntut'C' nud rxtl•nt 01' thr 
c,mtingcnefos for which· they nrc intcnclecl to providl'. 

7. ,vithoui all this knowledge unr eonclnsions hnst•d 1111•1·C'lr 
upon the all101mt o:£ the inner rcse1·YCS must lrn worthl11ss c111<1· mar 
ht• tlctrimc)1tul to the bnnking system ns a wholr. 

s. ~,or these reasons l nm not co11Yit1ct'Cl thnt thl' disl'los111•e 
of the amount of the inner reserYcs, without othC'r inl'ormal.ion snd1 
us that descl'ibed, is in the public init'rC!st or t'\'t;tl tlwt it <;1•rvPi.: 1111~· 

1isotul purpose. . 
~J. l may ncld that if other rccommc1Hlfltio11s mndP h.,· tJd., 

Commission nre adopted, the effect of inner l'C'ServC'~ 11pon• th<' profit-: 
of nny snhsC'qt!ent year will be clem·lr cliscernible. 

EDWIN V. NIXON. 

DISSENT AND RESERVATION BY PROFESSOR MILLS. 
1-).rdtan{lt Rate. De,•c1!1bcr~ 1031 (para-. 555): 

1. In d'c:iling with the l'Ccluction. or th~ exchange> r,1t<i by thC' 
Commonwealth Bank in Dcc~mbcr, 1931, the majority of the Com
mission states: ""re think thnt the reduction .from 130 to 125 wns 
justified· in the circumstances, but in the light of subsequent events 
we think it might have been better to have held the 1•a\e nt 130 until 
internal conditions showed some more definite signs 0£ improvcinent." 
I am unable to agree with this view. In hly opinion, the circumstances 
of tJ1c time did· not justify the, reduction. The argument that .holding 
the rnte at 130 would have aJlowcd an easier adjustment of the 
Australian economy O\ltweighs·,, ln my opinion, nU the arguments 
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in favour of a reduction. If' the Commonwealth Ba!'k had taken 
control, held the rate at 130, and announced its detet·mina\ion to 
refrain from any competitive depreciation, any fears on the part of 
overseas traders and investors would have been allayed. 

J,0111!0" l•'11111ds (va,·a. 593) : 
2. Tho ma,iority of the Commission !ins considered the proposal 

for II loan in London to buiid up London. funds, but has made no 
further comment. In my opinion, the flotation at nn appropriate 
time of a loan in London for the solo purpose of paying off short 
term debt held by the. Commonwealth Bank should be considered ns an 
additional method' of increasing the London £\Inds of the Common
wealth Bnnk. 

R. C. MILLS. 

DISSENT; RESERVATION AND ADDENDA BY MR. CHIPLEY. 
11<·.,imblc Objcc/.frro of " illo11cta.ry a11d Ba11ki11g System: Method of 

Achicvcmwl (pan,. 517): 
l. In the opinion of the other members of the Commission, 

the achievement or the objectives of the monetary and 
banking system outlined in the report is most likely to result, "in 
the present circumstances of Austrnlin u, from n Syst(.lm in which 
Lhcl'c is a govcl'nment-owncd central' bnnk, regulating the volume 
of creclit nncl, cm·rcncy, and, "as an integral' part of the· system", 
privately-owned banks, wl1ich distribute that volume, and which may 
he udviscil generally by the central bank as to the direction in which 
the distribution should' lie made. 

2. With this opinion I am unable to ngret', 'fh(.l cvidl'llCC' given 
before tho Commission, and personal observation and experience, 
lead me to believe that there is no possibility of the objectives being 
1c,1cltcd, or of nny well-ordered progress being made in the community, 
uu<lcr n system in which there nra. privfltcJy-owne<l trading banks 
whicl1 have been established for the purposes of makiug profit. 

3. I rcnlizc, howr,·ct·, thnt n go,•ct·mncnt-ownecl cenh·nl, bunk, 
with ample 11owcrs, whose policy is determined and directed wholly 
t.ownrtl furthering the interests of the community by 1ncn of cnpncity 
mid courngc, is a most important fcnt\n-c of nny banking system. 
necuusc of this, I ha\'e joined with the majority of the Commission 
in considering how n system, in whicl11 in n.ddition• to the, govcrnment
ownccl central banlc, there arc privately-owned trading banks, cnn 
best bo operated. . 

4 .. 'l'hc motive actuating those who t:'stnblish, privntC' banks is 
the making of profit. When bank capital is subscribed·, or bank shares 
arc bought, wlrnt induces the investment to be made is not the 

.,. 
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rondering of a service to the community, but the opinion of the 
investor that there is a financial advantage in this particular invest
ment over others offering. If the investor were not of that opiuion, 
there wquld be no private. banking. This is not to say that. private 
banks give no. consideration to tl10 public interest, but they do so 
only under the pressure of public opinion, or from motives which 
bring to them prestige and confldoncc and, in tho long l'lln, prollt. 

5. In times of generally adverse conditions tho profits of traclil!g 
banks may be reduced through deolining business, and the banks 
may even be willing to-sacrifice some immediate profit by acting in the 
interest of the community; but they cannot, for long continuo 11 policy 
adversely nffecting their proJ\ts. Privately-owned trading banks will 
therefore act much ns any other company of individuals formed for 
the purpose of gain. The cJl'cct on· the community, however, of tl1c 
action of most companies is of little moment compared ,vitb tl,e cll'cot., 
of the notions of banking companies. 

6. Banking differs from nny other form of businCSH, hl•cnus.• 
any action-good or bad-by a banking system nli'ccts almost every 
pliasc of national life. A banking policy should J1ave ono aim
service for the general good of the community. The ll!nking of profit 
is not necessary to such n policy. In my opinion the best sc1•vice to 
the community can be given onl:t' IJy n • h1tnking system from whi(lh 
tho profit motive is absent, and, lhus, in pru1:t::,. <H~ ... ;.,,ya syst<:>m 
entirely under national control. • 

. 7. In times of unhealthy boom conditioni:. th" trnding bank: ·n•f' 
unable individually to check these conditions, and collectively thry 
haYc never attempted to, do so. The fact that they have never even 
made a collective attempt indicates either a belief tliat they cannot do 
.so, or that the desire for immediate profit during boom periods over
rides any consideration of the national interest. Tho evidence 
convinces me that t1ie banks, during some years before the d•pression. 
ericoura~cd unhealthy economic conditions by unsound advancing. 
During~ depression or feared slump, the banks, in their own inter~st, 
and to-protect their depositors, on whose confidence the banks' prestige 
and solvency depend,. adopt n policy of contraction wltich intensifies 
tltc• evil. Contrary to wltat should be expected in nn effective banlrins 
system the banks have been capable of creating boom conditions; ~nd 
they have been ineffective in checking or minimizing a depression. 
1'hc facts. presented before the Commission show clearly that the 
part played by the trading banks in enabling a measure o! recovery 
from the recent depression to be achieved hns been very small. That 
measure of recovery has been achieved mainly bccnuse of Mtion by 
Governments and by the Commonwealth Bank, combined· with rising 
prices for cxJlorts, Private banking systems make the community 
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the victim of every wave of optimism or pessimism, that surges through 
the min<ls of financial specnlutors. I wish it to be clear that l <lo 
uot suggest any dishonesty on tho par~ of those _who opc1·a~o pri val• 
banking in Austmlin, or that they liave been guilty of motives oUl!'r 
than those whiclt actuate nny other private institutions engaged in 
profit-making. My criticisms aro directed nt the inability of any 
•ystcm which includes privately-owned banlt.s as nu foteg,•ul purl io 
f.tlnction in the best interest of the, community. 

8. r11hc 01,iuions expressed bJ· the mnjority oC lhe 0tmuni!l!Jion 
that n central bank should-be responsible for the supply of credit 
and cun-cncy, which should be distribut~d tbrougl1 the trnding banks, 
seem to mcnn tltnt the central bank should operntc not only in the 
interests of the community, but so thnt the privnte banks 1nny 
continue to make profits. As I hnvc already stntcd, I think thnt 
lmnldug should be conducted withouf profit-making considerations. · 

9. fn my oitinio11, the objectives of II mouetur:,- and banking 
svstcm £or Australia, ns outlined in the Rc}lort, can only l1c· nchi(lvl'cl 
,;ith- the Commonwealth Bnnk functioning in the following way:

(a) As a central bank controlling the volume of credit n1ul 
currency. . 

(b) The central- bank to have a tra<ling bank ilepurtment 
through which this volume is distributed direct to 
industry; 

(c) The savings hank depm·tment of the bank to continue ns 
an adjunct to its central bank activities. 

(d) There should be n mortgage bank depnutment for the 
provision of fixed and long-term lending. 

(e) TJ1ere should be an· industrial bank department to aH<ist 
in pro,•iding capitnl for developing indnstr~!. 

10. Even nnclcr the, system of n go\'crnrnent~owncd Cl1ntrnl hunk 
with private trncling banks, which hns been adoptctl by the 
majority of the Commission, I am of tlie opinion that the tm<ling 
section of the Commonwcnlth Bank should be extended, with the 
ultimate nim of pr~,•idiitg the whole of the services· now. 1:endercrl lJY 
private trading, banks. 

11. TJtc present 1101foy of t.Jie. Comn1onwca1th Bnnk is to rcst.rict 
the• netivitics of its trading scetion, and to· refU.se au advance to· a 
customer of a trading bank, unless· in the opinion of tho Common~ 
wealth Bank the customer fa. not receiving fair and reasonable treat
ment from the, trading bank. It hns not been diselosod in the evidence 
that the Commonwealth Bank hns· ever taken· a customer on-these 
grounds. People should, in- my opinion,, have-the right to· obtain 
ndvanccs from the Commonwcnlth Bank without qucHtion. ns to 
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whether thoy • arc customers of a private trading bank. The only 
considerations, in my opinion, should be whether thay nro credit 
wortl1y, and whether, in conformity with central bnnk policy, 
ndva11ccs should' be made to, them. At present, tho Commonw~altl, 
llank, by it,; ••If-imposed rcstl'ictions as to the extent of ils advancos, 
dcp1·ivc.1 it8clf of any real power to prevent a rise in rates 011 

mlvuuccs. Although the Commonwculth Bank did not increase its 
udvnnee rules in March, 1936, when· some· trading bnnl<S, in opposition 
to its wishes, increased deposit rates and later advance rntcs, it was 
uunble to force the trading banks to respect its wish that rates should 
not be increased. Thnt was an occasion on which the Commonwealth 
Bank, if it desired to enforce its. wishes as, n central bank, should 
hove intimated that it would seek business at its lower 1·atc from the 
trading bnnks wl,o disregarded, its wisl,cs. 

)2. It Jws bt?cn mcntfo11cd, m,; ,m objection to tlu.• oxfcusion of 
the trading bank activities of the Commonwealth Bank, that the 
funds. deposited' with-that bank by the trading· banks may be used 
to compete· with them.. I think it would be unfair to mnke such 
11 nsc of t11cse funds, nnd also, that it would be· unnecessary. Thc..w 
Cuncls. should, and easily could, be separated from the funds of the 
trading l,ank section, of the ~•ntral bank. 

13. In 1•cgm·tl to t.hc control of the truding bank activities, manr 
sound reasons can be advnnccc1 f<Jr placing, it under ditl'ctont direction 
from thnt of the ecntral bank, but after close considc1!i1tion I have 
come to tho couclusfon it is desirable that the central bnnk, U!l,dcr 
its own mnnngcmcnt, should ltnvc a t.rnding bnnk s<.•ction. 

/111-crc.,t Rn/cs (v111·11 .. 567) , 
14. In, m:r opinion every effort should be m,ufo to keep intcn•st 

l'Hlcs low c\'en ir lcgislntion is neccssal'y for this purpose. rr11cy 
m-c, 1 co~sider, too hlgh nt pr~sent. I disagree with the contc-ntiou 
often made that the raising of interest rates is n suitable 01· effoctive 
method of checking undesirable e.':pansion. In my opinion, this en~· 
mm better be achieved by restricting the volume of advuuces. It 1,.i;; 

ti·nc tlrnt an jncrense in advance rates hns some restrictive ('ffC'ct, but 
it hns nnotJter, and un<1csit'nb1c, effect, because ,vlicn rates on advances 
rise,. these ralcs inftncncc the rates on fix('d nnd long-tPrn1 loans, 
including govct·nrncnt seyudtics, nnd these rates rise nhw. As these 
lmms arc made for Jcngthy periods, the interest 1·11tes cannot 
ho reduced except by legislation. In times of depression, when wages, 
prices, ancl untional income fall, ~nd OV('rdrnft rn:C's mar bt" redtteerl. 
the rates on these fixed lonns impose ~n unfmr burrlcn both on 
~overnmcnts· and individuals. 
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15. No better illustration of the weakness· of· tho• viow that 
increased advance rates nre n suitable method of checking advances 
can be given tbnn thnt shown. by tho inercoso in rates in February, 
1930. In thnt month the banks increased the rates on fixed deposit.,, 
1111d, gcncrnlly, on nil na.vnnccs. The statistics for 1920 show tlrnt,. 
during t.hnt year, unemployment hncl riecn from 9.3 per· cont. in the 
March qnnrtcr to 13.1 per cent. in the December quarter; the index 
figure of export prices l1ad fallen from 95.1 in January to 77.2 per 
ccn t. in December; external long-term borrowing hnd ccni:;cd~ nntionnl 
income wns falling; and conditions generally were depressed·. In 
spite of these circumstances the banks raised interest 1·ntcs· to cl1cck 
wlint !ins been described by some bm1k witnesses as expansion. The 
result wns thnt those who were already in· difficulties, nnd who hnd 
od,•anccs from the banks,. hod an additional· burden imposed upon 
them. '£his action of the banlts, in my opinion, was quite wrong 
as fnr as the interests of the community were concerned,. although 
it did bring some immediate additional profits to. the banks. 

Co11t1110111ucalth J1a,1k Jloa,·d (para. 561): 
16. Since 1930, tl1c Commonwealth Bonk considers thnt ;t 1111s 

runclioncd as a central bank. It should now, therefore, hnvc a· clear 
conception of its duties and responsibilities. The impression created 
on me by the evidence before the Commission, however, is thnt the 
Bank still hi\~ not assumed that leadership which its position requires. 
'l'he instance in March, 1936, when it allowed two trading banks to 
increase interest rates against its wishes, seems to me n sinn, of 
C'Onsidcrablc weakness so fa1• as Ieadc1·ship is concerned. Although 
the Commonwealth Bank intimated thnt it did not desire interest 
1·ntcs to l'isc, two trading banks· disregal'dcd its wishes, and increased 
their rates, and· the Bank itself and the· t1·oding. banks subsequently 
took the snme notion. JI.fore disquieting was·the statement made by the 
Chnirmon of the Bonk Board to the press on 3rd Morch, 1936. In 
regard to-the action of one trading bank fo raising· deposit rates, he 
is reported to have said-

" Tho propriety of nn increase or decrease in hit.crest rn~s is .o. matter of 
individual opinion, n11tl nction by nny finnncinl institution, nn<l must be 
lnOuonccd hu·gcly by the particulnr policy wblclt tha.t lnatitntion desires to 
ndopt. It is n. mo.Her which is usually bucd on tl10 price :ind dcmnn<l for 
money, wl1ich is in turn based on economic comlltlona from time, to time." 

'rhis wns apparently an expression of personal opinion by· the 
Chairman of the Bonrd, but it seems remarkable that he did. not 
say that nny action in regard to interest rates should be influenced 
largely by the particular policy which the Commonwealth, Bank 
thinks should be followed. If the Commonwealth Bank Board folt 
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that interest 1·atcs should not rise nt this time it should hnvc tukeu 
quicl~ and_ dc_eisivc action to bring the offcn

1

ding bnulcs into con
formity '.VI.t~• tis wishes. It could have done this by using its trmling 
bank acbv1Llcs. If the Commonwealth Bnnk is to dischnt•t"I'~ its cc-ntral 
bnnk duti~s propcr]y, it must exercise wiso nud firm load:rship. Anv 
policy which it desires to adopt must have cnrcf'nl considPration :m;l 
the viows or others affected by its policy should be carefully wc•i~ho<l 
But wl1on its policy l1as been decided, the Bank shonlcl take ~tops 
to sco that tbc policy is cal'l'icd out, and no bunk or banks ,Itonlrl 
bo allowed to dis!'cganl ils wishes or to take the leadership. 

l'rofils nf J',.u,li11u Jla,11ks (J)(l/'O,, G53) : 
17. It i>rivate trmling hanks arc to continue. sonw limitnlion 

.should, in my opinion, l>c pJnc:cd on the profits which th~y in 
their privilcgccl position oJ: semi-monopolistic public ut.ilitir's. nr~ ~hi£' 
to earn. It is recognir.cd h1 the ensc of some otlwr public utilitics----
£or example, gas companies-that in the public interest there shonld 
be some 1·cslriction on the profit which they O\·c able to make from the 
supply of ncccasnry services that tbc community is unnbl<t to obtain· 
from other sonrccs. I think there are ndditionnl grounds for th, 
li1~i_t~tio11 of trading bank profit.,. In the case of other public 
ut1ht1cs, the funds from which profits nre derived arc provided by 
the shnreholders, or by dcbenturc-l1olclers· whosc iut~rC'sts nre watc>hNl 
by trt1stccs. In the case of tho trading bnnks, the great part or 
the funds used by them, aud from which their profits arc derived, 
a1·e provided· by the public without interest 01· nt low rates 1 and the 
public has no voice in their management. 

18. 'l1J1c bnlaneC'-shClC'ls of tl1e trndiug bunks fol' l!l36 sl,ow tlrnt 
the total shareholders' funds wei·o £70,000,000. 'Pho C!ommonwealth 
quarterly statistics show that, for the Inst quarter or 1936, the 
sum 0£ £290,000,000 wns deposited by the public in Australia with 
the trading banks. 0£ this amount £110,000,000 comcd no interest 
~or the depositor; and 85 per cent. of' the interest-bearing d,posits 
of £180,000,000 were at rates of from 2½ to a· per cent. 

19. During the period 1931 to 1985,. the trading banks liavr not 
made undnl)~ high profits; their total net income, as. determined l,y 
the Commonwealth_ Taxation Comntissioncr, during that period w~s 
£14,150,000, representing an annual average of 7.58 per cent. on 
capitol, and 4.10 per cent. on sharcl10lders' funds. 

20. Prior to that period, however, the t1•ading bnnks as a wl,olo 
hnvc mode large pronts. In the period 1893 to 1936-a period of 
43 years, ineluding two major depressions, ono minor depression, and 
the war-the published figures sl1ow thnt they made a total profit 
of £106!548,000, being nu annual avcrngc of 10.27 per cent. on pr,i<l 
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capital, 11nd 6.28 per cent. on slia1·cltolders' funds. 'fhcsc figUl'c'S do 
not include amounts placecl to inner l'eserves, though the use of tJtcs(' 
reserves contributecl to the profits. 

21. 'l'aking the· published figures for t.ho ycnt· .1.910 to ]!12U-a 
Ji~l'iod of twenty ycnrs-tbc nveroge ycurly )lrofit was £3,480,000, 
w,th average yearly dividends of £2,525,000. Tlic .average yeui·Jy 
amount diselosed as paid to reserves was £785,000. 'l'he total profit 
for ull the trading banks during. this period wns £69,GOO,OOO, equal 
lo an anuual average of 13.97 per ccut. on paid capital: and 8.24 pei• 
cent. on shareholders' funds. These figures do not induclc amounts 
placed lo innc1· t•eso1·,·cs. For the five years 1926 to 1930, the tot.nl 
net income of nil tl,e banks, 11s determined by the Commonwealth 
'11axatiou Commissionc1•1 wns £27,007,000. '!'his 1·cprescnt~ an unnua1 
avcrngc of 15.09 per cent. on· capital, nnd· 8.42 per cent. on. shnrc
holders' funds. 

22; In 1925, lhc nveragc pnid by nil bnnks as clividcJJds to 
,harcl1oldcrs was 16.01 per cent. on pnid copitnl. This represents 
N.75 1>ci· c~nt. on shnreholders' fnnds. In nddition, some profits were 
placed to reserve. • 

23. Ill my opinion, lcgislntfou should_ be J)assed ))l'Ovjding that 
the profiis of trading banks sl1ould not cxccccl ml nmonnt equal to 
ij. per cent. per annu}ll on shareholders' fuµds, or 8 per cent. per 
unnum on pnicl capital, ,vhichevcr is the less. • 

J. B. CHIFLEY. 

DISSENT AND RESERVATIONS BY MR. H. A. PITT. 
('1•11lral Jl1n1k Objcclivcs (pam. 527): 

l. I ncccpt the objectives of the Commonwealth Bank a,; S\lit-
11blc for present collllitions. It is cosy to over-rate· the· importnnee 
of banking functions, and' there is a tendency to believe thnt a central 
bank cm, ctrectivclj• check ·conditions which !encl to undesirable 
results, or thnt it .can promptly remedy those results. 'fhc worl,l's 
monetary system is disorganized. This is largely due to tl1e polio,, 
pursued by leading· nations of throttling· trade and bottlin• •old. 
When more fricnd!y relntions between nations arc restored, jt ;p;cars 
likely that gold WJII resume its function as an intcrnntionnl medium 
of exchange, though not on the same basis. as e,tistcd before nations 
left the gold standard. If some form of gold stnndru-d be adopted 
by leading countries, it will be the duty of the. Commonwealth Bunk 
to endeavour to rnaintnin the stnbility of the currency as part of 
a gencrnl system of avoiding currenoy fluctuations,, and so assisting to 
ensure a flow of trade between natiOns. 

DttiSBN'l' AND ltl!::;mWNl'tON::i UY n'fo. H . .A. Pt•r·r. 

('ritfoiimrn of <'ommonwcullh JJcrnl,· (11urus. 547, 554 mu/ 5.13): 
2. l dissociate myself from ci-itfoh;ms of the comluct-riJ' th1• 

Commonwcnlth Bank during the period of acute depression. M)' 

personal view is that the terms of the Commission <lo not rcquin.• 
expressions-o.f opinion of such a nature, and that thcl'c is little vnluc 
in making them.. Apart from this,. it must be bol'na in mind thut 
the Commonwealth Bank Board hncl to face n time of unexampled 
difficulty. It is quite possible that the Board clid not at all tim,•s 
net with perfect wisdom, but on the othet hand it is doubtful i[ an)' 
other body of men placed in such a position would have done mo1·c 
ell'cctive wot·k for Anstt·alia. In particular, I clisscnt from u;c 
suggestion that the Boni•d acted unwisely in reducing the exclrnugc 
l'nte from 130 to 125. I do not consider that the consc<1ttcnccs or this 
1·e.duction were detrim&ntnl. 

JJ;ffcrem:cs of OpinioJL batwc<m Govenmw-ut a-ml Couww-nwe.alt!i 
lfouk ( IJ"""· ii:lO): 

3. l clo uot ngrcc th:it when <1Hrc1·enccs·or opiufon m'l' i1T1'lw11• 
eilablc the Commonwealth Bank Bonrd should subordinnt<> its jud~
ment to that of the Government of the day. It is importaJ1t I.hat 
the public should not only have faith in the judgment of tl1c Board, 
bnt should ·be satisfic,l that it will be prepared to preserve its spirit 
·of fodcpcndcnee. Sacrifice of independence will involve loss nC 
prestige. Confidence in the administration of a central bank i!i 
essential, and this may be disturbed if it is thougl1t thnt tl,e 
nclministrntion is in the hands. of a. gelatinous Ilon1·d which mny .kl't 

aside its judgment on pressure from tlie Government. The Boarc1 
should not lightly disrcg:arcl the views of the Govc1·111nent mid' shonl<l 
clo all it reasonably can to avoid conflict, but occasions may al'i!--c 
when it considers it essential in tlic pubHe interest· not to sucrific<' 
its judgment. The Bank is the c,·eation of Parliament and not of 
lhe Government of the dny. Parliament can be nskecl to give effect 
to the Government's wishes if a conffict arises. 

Rccomme'lldatfrms Nos. (7) tm<1. (8)-Note Issuo Jlcservc (pam-. 580): 
4. I think it ndvisnble to retain the existing provision tlrnt 

n specified proportion of the, nott• issue· should be held in rcscl'vc in 
the form of gold or sterling. 

Recommendations Nos. (9) and (10)-PowerR of the Commonw011Uli 
Ba11k (tJ((l'{l,. 589),: • 

5. I am of opinion that the legislation on the lines rccommc>ndrd 
by the Commission should specify a ma,dnmm deposit to-he lo<lgcll. 
by the trncling banks. The uncertainty ns to possible requirements 
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mny cause somo restriction of advances by tl,c trading banks. l'ro
visiou should at least be made for rcosonnble notice in the ov,mt of 
n decision to requisition. 

lfct:ommcmllllion ,;.\'o. {15)-2.'rcaxttry-bills-Open Jllarl~ct (para. 
GlO): 

6. l ,Utter from the view thut tho Oommonwm,lth Bnnk should 
mnko tests to nscm•tnin tl,o nutu,·c of the 1•csponse to nn offer of 
!rcnsury-bills on the open market. I do not regard. tlic Common
wculth Bnnk ns nu experimental stuticin. Expcl.'iencc gained ut one 
otl'cr might be little guide for a lnter offer. The volume 0£ trcasm·y
bills is lu1·gc, and there hns been little· evidence of the likelihood· of 
a regular demand for them. 'rho• present rntc o{ diseotmt for what 
i~ prnctlcally a continuing lonn docs not appear· disndvnntngcom3 to 
governments, and there seems little· pl'ospect of gain by open market 
tendering. It woulll be no advantage to govcrmncnts to have it 
inclicntcd' that the true rate in tho public estimntion wns higher thnn 
the \ll'cscnt regulated 1·ntc. And it is possible that n }tighcr discount 
rntc might ~• followccl by n gcncrnl rise in interest rates. 

H. A. PI'r•r. 

RESERVATION AND ADDENDA BY MR. J.P. ABBOTT. 
l/u•m1111«ll<l11/fo11 (:J)-1'he Co11n,w111vc1tltlt Bu,il: Boa.rd (11ora. 576): 

J. \Vhilc I am gc21e1•nlly in ugrccment !\dth tho recom
mendation tllat the limitation on the licld 0£ choice of 
directors of the Commonwealth Bank Bonril sho,1\d be removed, 
J fool th11t tho Govol'!lmcnt should appoint ono director wlio 
fa resident in the State of Western Australia. After listening to the 
('Viclence given in Perth I have come to the conclusion thnt the 
problems of that Sta(c ore in many respects different .from those in the 
cnstcm States. 'I'hc distnncc from the cnstcrn Stutes is· so great 
thnl unless ll1crc is direct 1·cprcscntnliou on the Bank Bonrcl for 
\\'"t'."tcrn .A11s1l'alia its problems may not have duo consideration given 
lo them. Air travel hns considerably sltortcncd tl,e time for tm 
ill!lividnul to trnvcl from the west to the eastern Stntcs, so tlrnt there· 
should bo little ,Jifficulty fo1· such a director lo attend meetings of the 
Bunk Board. While I agree thnt there should be no speeinl reprc
sc•ntn\ion ot aecrcclitctl interests I feel !hat \he members of the Board 
shoulcl be chosen :is wj<lcly as possible from men who ru.·c experienced 
in the problems of !he major industries of Australia, and particularly 
the export ones. I think, too, that some of the members of the Board. 
111·oviding \hey linve· ,the ncccssn1-y qualifications, should be drawn 
from the ranks of younger men. I understand, that this is the practice 
of the Bank of England·. 

1 
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Tl,e A.ttslralia,r Slorli11g Fh:elia11go Raio (para. 527): 
2. While I agree wit!, the policy of the other members 

of the Commission that the Commonwealth Bnnk should mnkc 
its chief consideration the 1·cduetion o[ fiuctuntions in gt'ncral 
cco'nomie aetivi\y, and thnt as pai-t of this policy the exchange 
mtc would gollerally be kept stable, I disagree nlong with the 
other members in the proposition put forward by one witness thnl 
the oxchangc rate should be kept fixed with sterling nnd tho economy 
mndc to adjust itself to tliis flxc,1 rnte altbongh not nt all costs. };[y 
,•icw is thnt the rntc would generally be kept stnblo, but tliat it sl,ould 
llc used as a means to JH'cvcni ci\.hcl' excessive boom or <le1Jrcssion con
clitionS overseas bclng·cnrrjcd into tl1c .A.ustrnlian economy. Just as in 
the depression the high rate or exchange nssistcd· tho oxpo1·t industries 
hy sheltering them to some extent from the devastating fall in overseas 
prices, so I think if the prices of exports arc very high in .those 
markets and appear likc1y to remain so for some· timo tlicn the 
exchange rate should be lowered. This would hnvc two effects. Fir~tly, 
it would bring about some contraction of the A.ustrnlinn credit base, 
since the London funds, of tho Australian banking system woulc\ be 
brought into the accounts of the system at n lower valuation than with 
n high rate. Scconclly, it woul'd net directly upon the export 
industries by preventing unhealthy boom conditions from developing 
in them, and would tend to check an c"cessivc rise in lnnd vnlues and 
also very high valuation of many types of mining shares. 

Jlixcd a.1td Lony-tcl'm Le.1td(ny-illol'!!]a!]o Ba?JT..inu (11aras. 569-571) : 
3. 'fhc Commission has stressed the 1nck of fnoiUtics which rxist, 

outside the metropolitan nrens in Australin, for fixed· term 
and· Jong term borrowing. Witl1 regard to this I do not propose 
to· add anything. 

4. In the cQnelusions of our report, it is.stntccl "that if foe trading 
banks were enabled to transfor to a mortgngc bonlc some of their 
present overdrafts, which nre in the nnturc of long term loans, and 
take in exchange the mol'tgngo bonds issued by the mortgage btlnk, 
the position of the trading banks themselves might be strengthened.". 

I ,lcsire to amplify this statement. 

fi .. There was a general concensus of opinion among tho bankers 
who gave e,•idencc before tl1e Commission, that "the banker _mu.st 
keep his funds liquid, and the only way to bav~ those funds bqm_d 
is to have them at call". Although the traclmg banks hold tins 
opinion, and subscribe to it by making nil t!1eir advances repayab_Io 
on demand, the fact is that a large proportion cannot bo so repaid 
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hccanlie very mnuy advances nro used to )mrclrnsc lnnd. in towns and 
in r11ral distl'icts, nud repayment could Ol]ly be effected by realization 
0£ tht• propcrt.i<•s. In times of depression even this· might not produce 
snflieicnt. cash for the purpose. 

IJ. 'rhl• following cxtructs from tl11! cvidcnct' of two gl•1uw11 l 
mmrngers oJ: bnnks in different States illnstrntc· this pract.ice:-

0 (1) "Do you make loam; 011 land Y-Yes. 

'l'o bny J)ropcrties 1-Yes, to purchase propertius. 

Do you consicfor Urnt iH n souud uolicy1-,vc cousi<lcr 
thnt land i.s a ))rim<• sccul'ity. 

'! ( 2) .As to the funds yon lend on fm·m!S, pnstoral properties, 
nnd leasehold lamt-;1 would you leml a mun ndditional 
inncls to buy unothcr }>l'Opert.y, if you thought it was 
n ~oocl business 1u·opos:ition ?-Yci,;. \Ve nrc doing 
thut. ucarl,v l"\'Cry WCC!k, It is pnrt of our· <lefinitc 
polio~· lo do tl111t in this Stnlc. 

Do som<• . of thcs<.> Iurmi?Jg lo1rn.s rnn .for years aucl 
rcnrs?-Yc,'-, for 10: 15, nml 20 ye.us, gradually 
woi-king down, 01:· sometimes up und down wit.1L a 
ccrtnin mnonnt of elnsticity. 

Although tlw~' are ostC'UHihh· loans w}iich are on ·ca1l1 

in prnctim• Utl•~· !ll'l' long•tcrm louns7-Y~s. 

ls it a function of lmnldng to lend on long. terms on 
lnncl?-No." 

i. 'l'he banks' practice o.f lending money repayable on· demand 
aguini,t lune! 11ml flxcrl nssets seems to ltnve adsen i:p.• the early days 
of .Aust.r,1lia, 'l'lw l'Ntsons given .for it h;i.· another bankCi: wct·c as 
follow!,:-" l think it is somcthh1g more t.lrnn tradit.ion, nncl nriHc:s 
from th<! IWl.'l'Ssity t!1at. l'xh;tccl in the cnrlr hist01·y· of Australia 
whm1 till' hanks 1:onncl it uccc~snry to lcml ugainst land, which really 
is c1gniust thl• canons of honking in highly developed' countries stwh 
as Engla11cl for exnmpJe ''. 

S. 'l'o ·the ((\lC'~tiou, "Is tl1c prnetice not peculiar .to AustruHn," }u~ 
replied "Y cs" .f 

!J. Although this method' of lending has continued shicc 1lrn cnrJ:t 
days of' .Arn;trnlin, I think the tL-ading banks might 110w consider 
whether it is nol de!-iirnble to incrcnsc the liquidity of' their assets. 
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But. 11cforc g-iving m~· views on this, l would likl• to compure .. Ans
trnliun. bunking prnctfol• with thnt of r1nglum1 iu the matter of 
ndvnn<.>c6· to, the pastoJ',1l mid ugL'icultural imlm;tl'ics. 1r}w two 
foJlowing t11bles Hl11sb·11tr th11 com1>nrisou :-

')'Ill, 1mP01tT oi· THl-l GO~B!l'l"rEg ON }'INANCF. AND rnous•rny 
(lll:11} ('fllll MACMILLAN lllll'OR'f). 

'l',\11U: S, 
1~m1tluti meu1'iJ1.9 IJ1mkR 111111 Sc<itlish ll111rlrH.-C'la.,;sijicutio11 of A1lvti-1wt•~ oi~ 

F11ri1J11~ /Jritrs /l'nm 2tud Or.tol1m·, 1020, to 10/h ,lfarr1,, 1030, 
l,01111011 Cll'ILrln:;:: llnuk,;. ~cu!flsh HunlHI. 

£ £ 
.\:;ricull\tt·e nml lishiu~ .. fi8,li30,-t'jl 
Uc)irt.'~Clllin~ ll, 0% 
11{ fMul mh;lllec:( nm1cr nll·<':1tc~m·ics 987,711,:1-t-t 

'1',,nLY. 10 Oi-' 1'1116 lb:l'tllt'l', 

7,li23,448 
1.2o/a 

J05,17fl,O:Jl 

('f,1sflificr1tio11 of il1fr1111rr.~ r>f .I 1111fr11·firrn 'l',•ml,intl 1I1rnla:, 1030, 
£ 

~\griC'ulturnl 1ut<l 11astoml i1111111ftl'it•.:j • . 125,048,000 1·cprcscnling -l7.7% 
ol :111' 1111\'anccs. 

'l'otnl ndrn\1cli:. muter all c.ilh•gOril 1S . . 21i2,233,000 

. 10. rt l)hould be rc1ucmbcrccl tl~at, although t.!Jcrc b; a g_l'cat deal of 
tlifl\inmet' hc.•twccn Ute conditions and drc11msta11cci:; rn tl..ic two 
(!Onntt'ies, ~•cl .ig:ri<mltm·r ii: !Jdtain's third most important industi-y. 
.,,Htcr mnking all ullommccs tJw f.;}b)ps show tlrnt Uie .Australian banks 
lend r~}ath·e1y to u much grcntl}l' extent to the pnstorul •mtl ugrienl
htrnl industries than Uo th~ English banks. 

lJ. Another factor affects the position of the ..Ansh·1.tlian hanks :in 
compal'i80ll with the Bnglish ones. \Ve have pointed out in our 
Uuport. that in ]9:--16 thr advnnct•~ of the .. Aust.t·nlian t.i'adiug banks 
rl'prcscmtecl 67 per cent. of t.hcil' t.ot;il nsscts, ·whilC' ju England for 
the sumt.• year, the ~1dvnnccs of the u llig 1i'iH'" re11rescntetl only 
35 pt•r cent. of their· totnl n$.."iCls. Put. iu another way, 33 per cent. 
pf tJw total nssets or tlll.' hanks in .Australia is held in cnsh reserves 
:mcl invc)\t111ents, while in Englund the "Big li'ive 11 holll 65 per cent. 
of their m;sets in this 11mm1l!r. '!1hl1 ditl:'crl•nce between thll Australian 
hnnks ttml the-J1j11glish one:;, to use n militnrr expn•:;sion, is that of a 
hm1vil,r fortified slwllmr front HS conil·nstecl with n clelcncc by depth. 
'l'hC' 1\usfrnli;m bm1ks J101<111 higlwr percentage of cash reserves than 
UH' J3ritish brinies, but. the lattc1· hold a for higher vercentagc o[ 
in,•r.stment.'-, 

12. 'l'he results which .follow from the Austrnlinn practice· arc, th11t 
whenever the banks find thch• cash rcscr\'CS being depleted, they_put 
up the rate of interest on, their nch-ances in order, ns on~ bank~r put 
it, "to warn their customers", nnd they must call on tlien· borrowers 
to, rccluco their nclvances. Both nctions impose n. strain on the com
nnmity which ca.uses shocks throughout the whole economic strncture. 
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For the bnnks1 the position bcoom~s dangerous if the cash rcse1·vcs 
are greatly rcducccl,. ns the nclvances arc not liquid, and' are vc1·y 
Jiarcl to realize in a time of stress. This is clearly shown in our 
Rc11ort in the section hcndccl "Bank failures" with regnrd to the 
Pl'imnry Producers' Bank of .Australia. No matter how good the 
advances on lane] niny Uc, unless t.hci-c. is an orderly realization, in a 
time of stress, tho banks would stand to make heavy losses. 

13. There are not the avenues for investment by banks in Austmlin 
!hut exist in Englnncl, but the )losition here cnn be remedied to a 
very large extent if the banks adopt tl10 recommendations in our 
Report with regard to mot•tgngc banking. If a trading bank were 
to iorm its own mortgngc, lJnuk and issue bonds against t11e mortgagcs1 

the bank could transfc1· n latgc percentage of its ndvnnecs to its 
mortgage bank, and invest n corresponding proportion of its funds 
in the bonds of tl10 mortgage bank. These bonds would be negotiable 
securities, nnd therefore a more liquicl form of investment than the 
p1•cscnt advances. 'rhc issue of bonds would also enable many of 
t.hc institutions which do not lend in mral areas to do so safely, and 
to nvoid the worry nud cost of policing their loans. 

14. If conditions became difficult, the central b11nk would be able to 
assist any trading bank by buying some of its investments held in· 
the form of mortgage bonds. On the other hand, by buying 01•· 

selling mortgage bonds, the central bank would have additional 
powers, to control fixed' term rates of interest should it desire those 
rates to change. 

15. The trading bnnks arc ideally situated to operate mortgage 
banks through tl1cil' 2,352 branches in Australin. I believe that \he 
present position is rnthcr too much one of borrowing ~hort and lcn<ling 
Jong, and that it would be better both for the· banking system and 
for the people of Australia if this were altered. 

J.P. ABBOTT. • 

(1) 

(2) 

(3) 

(4) 

(6) 

(6) 
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SUMMARY OF RECOMMENDATIONS. 
Co:-inIONWEAL·rn BANI\'., 

, \a) Directorate. 
Tho Governor should be Chairman of the Board by virtue of 

his office~ and should possess qualifications and receive a 
salary commensurate with the impo1·tance of the office. 
The appointment of the Governor should not be made on 
the basis of seniority, nor is it oven essentfal that he should 
already be in the service of the Bank. (Para. 576,) 

The six Directors other than the Governor and the Secretary 
to the Treasury should be appointed for a term of six years 
instead of seven as at present, one should retire each year, 
and be eligible for re-appointment, but provision should be 
made that no director shall continue to hold office after 
reaching the age of 70. (Para. 676.) 

The Jimit.-ition on tbe field of choice of directors in Section 
11 (2) (b) of tl1e Act should be removed. Tbe members 
of the Board should be selected for capacity and diversity 
of experience and contact, n.nd not as representatives of 
special interests. (Para. 576.) 

The " Commonwealth Bank Act 1911-1932, " Section 12•. 
which provides that there "shall be " a Board of Advice 
in. London, should be made permissive. This Board Is 
not at present constituted, and there seems to be no 
necessity for such a Board in present circumstances. 
(Para. 576.) 

lb) Sul'/ 11g.,;. Ba.11k. 
The provision in the Commonwealth llank Act, Section 35,. 

for the separate control of the Commonwealth Savings 
Bank, should be repealed. (Para. 578.) 

Power should be given to the Commonwealth Savings Bank 
to make deposits with trading banks· if the Board so 
chooses. (Para. 578.) 

(c) Nole Iss,ic llcsei·t•e. 

·(7) The statutory provisions which require the Commonwealth 
Bank to hold gold. or sterling in proportion to the amount 
of Australian notes on issue should be repealed.* (Para. 
580.) 

(8) The note issue should be limited by Jaw to a fixed maximum 
(for example, £60m.) subject to the rig-ht of the Bank to 
exceed the maximum by a stated amount (for example 
£10m.) wit!, the. consent of the· Treasurer.'' (Para. 
580.) 

• )h1Jorlty tl~l!tlou. 
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(d) Deposits by Trading .Ba11ks -with Commonwealth lla11k. 
(0) T!,e Commonwealth Parlil\ment should legislate to provide 

. that tho Commonwealth Bank Board, with the consent of 
the Treasurer, may require· every trading· bank to keep 
with the· Commonwealth Bank a deposit of an amount not 
less than a percentage, specified m the. requisition, of the 
liability or that bank to its depositors in Australia.'' (Para. 
589.) 

(10) Each trading bank should be required to keep on deposit the 
same percentage. The Boa.rd should. have power at its 
discreiioll to vary the percentage from time to time within 
the limit. fi:.cd by the consent or the Treasurer, (Para. 
589.) • 

(11)• The authori~y to requisition should not recnain in force for 
more tha.n six months after tho consent of the Treasurer 
has been given, but the Treasurer should have power 'to 
consent to its extension for a further period-not ei<ceeding 
twelve months. In any period or two years the power 
should not be exercised· for a longer pe1'iod or periods than 
eighteen mol)ths. (Para. 689.) 

LONDON" IlrJNDS OP 'l'HE Airst•1u1,1AX ]3.tNitlNO S1·s·r,ur: 

(a.) (!ommonweal,tft, Bwnk's Rcquit·cments. 

(12) A new· Exchange Mobilization Agreement on the lines 
suggested, binding for a period of years, should be entered 
into between• the Commonwealth Bank and the· trading 
hanks.• (Para. 597.). 

(b) l'ublica.tion of ,111101111/ of these l•'1in,ls. 

(13) The aggregate figures of the London funds of the banking 
system should be published regularly. 

(14) The figures should not be published until at lell,St six months 
after the date to which they relate.• (Para. 599.) 

~l1REASURY·BJl.1LS. 

(15) The Governments and the Commonwealth Bank should 
e_xplore the possibility of establishing an open· market for 
treasury-bills by way of regular offers of bills for public 
tender.• (Para. 610.) 

• )CuJorlty deehrl<uc. 

·1 

,t '\ 

217 

-SU1'fl\£AUY <W RHCO:\fM~NJ>A'rIONS. 

REJJi\TlONS BETWEEN GOVL~nN,m~·r$ AND 'rlll': l'O"lDlONW~Al,TII HANt.. 

(16) 

.(17) 

(18) 

(19) 

There should be some permanent machinery for the Loan 
Council which would enable the Loan Council, Common
wealth and State Treasuries, and tbe Common.wealth Bauk 
to establish and maintain close contact with one another. 
(Para. 611.) 

PtmYJ.;NTION 01'1 13ANK l1\uu•1n;s. 

In the- public interest the Commonwealth Bank should take 
control of the afi'airs of any bank which is unable to meet 
its immediate obligations, and should bo given any addi
tional powers which it nmy require for this purpose. (Para. 
617.) 

8TA'r1s·1•1rs. 

The Commonwealth Bank should be given statutory power, 
similar to that of the Commonwealth Statistician, to obtain 
statistics· which it requires for its purposes as a central 
bank, and it. should take steps to obtain such statistics. 
(Para. 619.) 

The Commonwealth Bank should publish a monthly bulletin 
containing such statistics as the Board thinks fit, togethel' 
with explanatory conunent, and other information and 
advice which may be of value to the public. (Para. 619.) 

DtsTumu·rION' OP Cutmt'l'. 

In order to promote a wise distribution of credit the Common
wealth Bank should equip itself with all possible facilities 
for ascertaining economic trends in Australia and abroad, 
so that it can advise trading banks as to the directions in 
which it is desirable in the national interest that advances 
should be made. (Para. 621.) 

'rllADING }3ANKS, 

(u) Accoit11ts. 
(20) In addition to any accounts required by the law of the 

country or State in which it is incorporated, every bank 
should supply, to• 0, prescribed authority, accounts relatmg 
to-

(a) Its liabilities in Australia and its liabilities elsewhe_re 
than in Australia incurred in respect of its 
Australian business. 

(b) Its-assets in Australia and its assets out of Australia 
in respect of its Australian business. 
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(C) Its lia.bilities elsewhere than in Australia and its 
assets elsewhere than in Australia, in either case 
not. being In. respect of' its Australian business, 
either in detail or in an aggregate amount. 

( cl) Its co.pi tat; reserves, a.nd undistributed profits, and 
(e) A profit and toss account. (Para. 631,)· 

(21) Such· accounts should be in a form to be prescribed, by 
legislation or regulation ·made in accordance therewith, 
and should .in the case of the balance-sheet be made up as. 
at the date· prescribed and. in the case of the .profit and Joss 
account cover. the period prescribed, and insofar as the 
particulars relate to its Australian business she.ll be 
expressed in Australie.n currency. Where an item is. not 
expressed· in Australio.n currency, the nature. of the 
currency used should be indicated. 

These accounts should be published in the " Common
wealth Gazette." (Pe.ra. 631.) 

(b-) Disclosm·c of P1·ojits. 
(22) (a) Before arriving at the profits of any accounting period, 

the directors should be entitled to make reasonable 
provision for debts which are doubtful, and interest 
which may not be received, without disclosure except in 
tho, circumstances referred to in (f), provided that 
such provision does not exceed the amount required 
to cover the anticipated losses under these headings. 

(b) If the directors desire to make any additional provision 
for either of these purposes, or for other contingencies, 
such additional provision should be made out of 
disclosed profits, as is the present practice of one of 
the trading banks. 

(c) Provision for the depreciation of premises or to write 
down the value of premises or for depreciation of 
investments should be made out of disclosed profits. 

(d) Transfers from inner reserves to the credit. of the profit 
and loss account during the accounting period should 
be disclosed. 

(c) The existence of 'inner reserves should be indicated in 
a similar manner in the accounts of all the bank,. 
(Para. 660.) 

(f) ,(Note.-These recommendations at·e subject to our 
further recommendation, included in " Banking legfa. 
lation ", that the Treasurer be given power to di1'ect 
the Auditor-General to investigate the affairs of any 
bank.) 

'I 
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(c) Reg1datio11 of Profits. 

If trading banks' profits are found to exceed what may be 
regarded as a fair return for services rendered, the Govern
ment should consider whether these profits should be 
regulated or limited.• (Para, 653.) 

(d) Statistics. 

(23) The Commonwealth Statistician should obtain· from the 
trading banks, and publish, statistics covering at least-

(a) monthly averages of assets and liabilities wit.bin 
Australia, analysed in more detail than the exist
ing quarterly averages, e.g., showing separa.teiy 
treasury-bills, deposits with Commonwealth Bank, 
and advances; 

• (b) monthly totals of debits to customers' accounts 
within Australit>; 

( c) monthly figures of assets and liabilities outside 
Australia, in respect of Australian business 
(subject to our recommendation relating to the 
publication of Lolldon funds); 

(cl) an annual analysis of total advances within Aus
tralia, classified according to industries. (Para. 
656.) 

BANKING LEGISLATION. 

(24) The enactment by the· Commonwealth Parliament of banking 
legislation upon the following lines:-

(a) Prohibit any person, firm, or compe.ny, from carrying 
on the business of a bank without licence or 
authority from the Treasurer of the Common
wealth, For this purpose, include any cheque
paying bank or savings bauk and any bta.nch 
established in Australia by any bank founded 
elsewhere; but exclude any State bank which 
does not extend beyond tlte limits of the State 
concerned. 

(b) In the case of any institution carrying on the busi
ness when the Act comes into force, provide for 
the 'authority being given, in the first instance, 
as a matter of right. 

• MnJorltr decision. 
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(,:) Give discretion. to grant or refuse any application to 
establish a new business, but' prescribe conditions 
(a) as to ·capital, in the case of a company 
wherever formed; and (b) as·to registration of an 
attorney, and of the constitution, in the case of 
any company formed: outside Australia. 

(cl) Define-" trading bank " and "· savings bank " by 
reference to schedules of the existing institutions, 
but provide for additions. thereto by proclama
tion. 

(e), Prohibit the use. of title "bank" except by,-
(i) State banks and trading or • savings banks 

• authori2ed under the Act;. or 
(ii) other banks with the consent of the 

·Treasurer. 
(/) Provide, in the case of trading banks, for-

. (i) Minimum deposits in the' circumstances and 
in the manner recommended.• 

(ii) Publication· of annual accounts and balance. 
sheets in the form prescribed by the Act 
or by regulations, 

(iii) A statutory declaration in the form 
~rescribed. 

(iv) Power to tho Treasurer to direct the 
Auditor-General to investigate the affairs 
of any bank and to report. upon such 
matters as· the Treasurer directs .. 

(!J) Give the Treasurer· power to withdraw tbe licence 
or authority· in- tho event of wilful or persiste~t 
failure to comply·with the. provisions set out under 
(f). (Para .. 666.) 

BANK CIJAROES. 

A comprehensive and systematic revision of charges by banks 
for the collection of cheques and on drafts within the 
Commonwealth is cons~dered necessary. (Para. 667.) 

CLEARING POOL. 

If co11tinuance of the guarantee provided by each bank by 
way of a. deposit of notes, against default in settlement of 
clearing. balances, is considered necessary, it is thought 
better that the guarantee should take the form of deposits 
with. the Commonwealth Bank, which would allow of ,.· 
reduction in_ the note issue. (Para. 668.) 

•Mnjorltr. decision. 

'I 

(21)) 

(26) 

(27) 

(28) 

(29) 

(SO) 
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:-iAT10NA11J1..,\'fION 01•' .llANliJNU. 

The most desirable banking system in the present circum
stances of Australia is one which includes privately-owned 
trading banks. The system contemplated is one in 
which-

!, a strong central bank regulales the volume of credit 
and pays some attention to its distribution; 

II. the distribution of credit is left to privately-owned 
tradins- banks, working for profit, but regulated in 
the manner already indicated." (Para.' 669.) 

SA VINOS llANJ{S. 

The savings banks should consider the desirability' of lower. 
ing the maximum amounts on which interest is paid :ior 
deposits ·at call or very short notice, and of encouraging 
the conversion of any excess over this maximum into 1bted 
deposits with themselves. (Para. 67l.) 

1l 1nE SAv1Nos BANK OI-' SoU'l'H .Ari:.;•1-u.\1,1,\. 

The Government of South Australia should consider the 
question of an amendment of the State law for the purpose 
of-

(a) giving the Trustees of the Savings Bank of South 
Australia a wider discretion over the allocation 
of tho profits, and 

(b) authorizing them to declare a current rate of 
foterest. (Para. 673.) 

MowroAoE HANKING. 
A mortgage bank or mortgage banks should be established 

to provide facilities for fixed and long.term lending. 
(Para. 681.) 

OAP1'1'AL 1•'0R SllALL 8gc0Nl)AltY fNot1s·riug~. 

The •Governments, with the assistance of the Conunonwealth 
Bank, should investigate the problem of setting up institu
tions to supply the needs of small concerns in s.econdary 
industries. (Para. 687.) 

DECIMAL Co1NAOl-:. 

A system of decimal coinage should bo introduced based 
upon the division of the Australian pound into one 
thousand parts. (Para. 689.) 

J\Im•rs. 
The Commonwealth should take over from the States of 

Victoria and Western Australia. their interests in the 
Mints. (Para. 691.) 

-------~---:-::•)lnjorlty 1h'<!h1lon. 
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TABLE 1.-Comro~WJU[,Tll lh-XK OF AusTRALIA.-NO'l'E ISSUE DEPARTME~'l' AND GENl':ft!.L BANKIN() DEPARTllEN'l' TAKEN T002TltER. 

LIABILITIES WITHIN AUSTRALIA. 
QOARTERLY ,!\.VERAoEs OF WEEKLY FIGURES, 

l,fa.Lilltfos. 

Quarterl-:mled. I 

I 
Special lleposlt.<i:llearinglnterest. Depo!lts Xot llearln~ Inte~est. 

Xo~!' ltescrvl.' Other TGtal 
ln l'remlum T.fahllltl~. I.lablllt1e-. 

("ircnlntion. on Gold Govern• Othcn.• Govern- Trading OU1en.• Sold. ment!. U!!?Df.<I. !tank!!. 

£'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. 
192H-:i\lnrch .. 53,890 .. 2,269 6,946 10,493 5,237 6,879 630 86,344 

June .. 53,890 .. 2,284 7,135 16,216 6,044 7,142 517 93,228 
September 51,506 .. 1,906 7,238 10,879 6,394 7,013 367 85,303 
December 49,890 .. 1,432 8,078 9,059 6,902 • 6,595 443 83,299 

"' 00 

1927-)lnrch .. 50,008 .. 1,169 7,741 8,611 7,847 7,405 395 83,476 "' 
June .. 48,303 .. 1,324 7,843 12,798 7,305 7,637 526 85,825 
September 48,393 .. 1,237 8,336 11,093 8,723 7,406• •115 85,603 
December 48,7(>~ .. 1,166 0,096 8,512 10,555 7,748 747 86,586 

1928-l\Iareh .. 47,322 .. 1,423 9,393 9,596 12,706 7,757 503 88,700 
June .. 44,806 .. 1,636 9,434 7,002 12,054 , 7,900 500 83,232 
September -14,297 .. l,·197 9,907 ll,759 9,732 8,636 698 86,426 
Decem~er 45,641 .. 1,257 11,232 7,406 12,498 8,789 792 87,615 

1929-)farch : . 46,095 .. 1,462 12,033 6,662 14,196 9,990 919 91,357 
June .. 43,101 .. 1,249 11,765 8,086. 9,225 9,393 415 83,234 
SeptfJmber 41,836 .. ,1,350 12,835 8,376 7,509 8,721 431 81,058 
December 43,!?12 .. 1,057 13,119 6,980 8,413 8,~73 527 81,781 

1930-)Iarcb .. 43,095 .. 1,291 11,815 6,468 13,476 7,734 458 84,337 
Ju\le .. 44,667 .. 1,271 11,819 4,862 16,938 7,417 449 87,323 
SepOOmbor 44,772 .. 1,363 12,088 4,975 15,666 6,630 330 85,824 
December 4l'i,563 .. . 903 12,648 1,1i1 20,824 0,526 634 88,219 

.. .• ... 

··1·1·11· ·•1■ · - -- - --- -----·- - ,. - - < -.. ~ 
.. 

19 31-:-]farch .. .. . .. 46,076 . . 737 13,057 1,330 29,716 6,677 493 ~97,980 

June .. .. .. 49,730 . . 732 14,054 1,702 32,235 6,726 455 105,634 

September .. .. 51,523 .. 708 15,97-l 1,398 22,961 7,415 409 100,388 

DCcembcr .. .. 52,400 . . 712 17,687 937 22,233 7,9~4 466 102,42~ 

32-:l'lfarch .. .. .. 52,226 . . 672 25,582 1,136 32,100 7,907 l, 723 ]20,346 

Juno .. .. .. 52,015 
"522 

365 26,246 1,487 29,119 7,121 714 117,066 

September .. .. 49,669 322 26,902 1,031 21,878 4,781 1,339 106,444 

D~eember .. .. 49,130 649 291 ~8,940 1,001 23,1$9 5,089 448 108,737 

133-~In.rch .. .. .. 48,092 719 312 29,869 1,003 25,578 5,248 672 111,493 

Juno .. .. .. 47,869 8,667 2,230 30,858 l,ll4 23,553 5,229 1,505 116,025 

September ... .. 47,051 3,895 2,268 29,733 1,082 22,612 5,199 497 II2,837 

December .. .. 47,609 3,895 3,099 29,13i 1,043 25,059 5,597 261 IH},300 

134-March .. .. .. 47,282 3,895 2,204 25,572 880 30,875 8,708 353 119,859 

Juno .. .. .. 46,609 3,895 2,487 26,103 3,823 38,367 8,651 420 130,255 

September .. .. 40,473' 3,805 3,430 27,534 1,775 36,559 8,014 389 128,669 

December .. .. 48,050 3,895 4,803 28,269 1,527 31,358 9,003 330 U~7,225 

~35-~far<::h .. .. .. 47,467 3,895 6,628 27,099 90! 26,140 8,978 425 121,536 

June .. .. .. 47,358 3,895 6,136 27,407 2,554: 23,682 9,204 321 120,557 

September .. .. 47,045 3,895 5,973 25,305· 1,031 20,536 9,260 284 ll3,329 

December ·• .. 47,949 3,895 7,256 24,06S 1,203 19,509 10,104 441 114,425 

936-March .. .. .. 4.7,410 4,666 7,620 23,276 1,048 19,339 10,26-1 307 113,939 

June .. .. .. 47,506 7,753 8,770 U,91.1, 1,865 16,038 10,129 463 118,338 

September .. .. 47,039 7,753 8,231 24,62'7 2,366 16,767 11,997 312 119,092 

December .. .. 47,731 7,763 8,125 26,159 2,351 17,738 1-1,085 515 ]24,457 

~ 
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Ioeludfng de1imlts of $:ninw 



TADLE 1.-CO)llJOSWEALTH BASK OF AUSTR,\LIA.-NOTE ~ss-gE');:>EF~T)lE:ST ~ND GE::itm.\L BA:SKI!l'G DEPA!ti'ME:NT TAMN '[0GETIIER-contimied. 

ASSETS WITH!l<i AUSTRALIA. 
QUAB.TEIU;.Y AVERAGES OF WEJ;:KLY FJ.GUk-ES. 

Assc~. 

Sccur!Ues. I Ad\·ancr:l, lllscounts, &c. 

State . C;onuno11\1calth 

I ~:,t , ,,,.trail," I I I , ,;iii;, Go,·cmmr11t . 
Qu:i.rtcrendcd. 

I I To1'1 / 0th" / Totru Bullion. !sotcs. .\u~tralhm )fu11lcl1~1l Govero-
Othcu. Ad\'al\CC.,, A-iii. ,\AAetH. Go\·em- . and IJ:111~. mcnt Dl$counti,:, lnent. 0th or. .llodiCII •'frca.~11rr ,t-c. (Short lll!L~. Other, 

Term 
Lo,,,. 
Only). 

£'000. !;'000. £'000. £'000. £'000. £'000. I £'000. I -£'000. I £'000. £'000. £'000. £1000. 

1921>-March .. 34,241 7,458 27,440 72 11,859 11,931 3,089' 84,659 
June 32,881 12,152 27,411 441 11,908 12,349 3,642 88,435 
S9ptembc~· 26,494 9,560 28,635 95 ll,241 11,336 3,162 79,187 
Dec~mbet• 2a,iao 7,083 29,847 06 12,134 12,23(_) 3,304 75,994c 

1927-:Mnrch .. 23,245 5,838 29,613 573 16,896 16,469 3,307 78,472 
Juno 23,161 7,010 28,869 (,78 lG,.';99 16,172 ;J,514 78,216 
September 22,246 7,563 28,713 231 600 17,883 18,483. 2,742 79,967 
Dt;Jcen1ber 21,873 5,9ll 28,015 305 1,398 19,097 20,493 2,239 78,836 

192S~Jinrch .. 22,540 4,024 29,645 800 803 22,ISJ. 22,487 2,008 81,004 
June 23.044 4,427 29,7$9 300 128 15,527 15,655 l,97i 75,192 
Sepleml,e~· 23,228 4,82G 28,412 132 26 JS,466 15.~92 ·J,870 73,760 
December 22,748 :J,720 27,770 40 {5,626 15,666 2,031 71,935 

1929-}larch .. 23,218 4,619 26,615 139 l9;371 19,510 1,965 75,927 
June 23,276 4,216 26,526 935 14,222 15,157 1,822 70,997 
Septembe;: 24,460' 4,166 26,891 226 416 10,081 10,497 1,71-1 73,054 
Decembe! 22,282 4,150 26,124 258 1,829 18;10i 20,230 1,921 74,071 

.. ,I ,. 4, 

,-. ;,. ;~~ --c;.~~ .. ~-

1930-J.Inrch .. 

~ ~=:embe
0

r
0 

~ Dec:embcr 

l 1931-l!atch .. 
0 June .. 

September 
December 

1932-,..)farch .. 
June .. 
September 
December 

19~)Lu-ch .. 
June. .. 
Si:prember 
December 

1934--)farch .. 
Juno .. 
September 
December 

1935-l\Iarch .. 
June .. 
September 
December 

l93G-,-:\forch .. 
Jw10 •• 
September 
December 

23,57 
22,171 
21,06 
16,88' 

16,31 
15,~71 

12,66: 
Il,23: 

11,23 
ll,41-
9,85 
9,34 

8,72: 
l,671 
1,37 
l,28 

l,32 
1,34 
1,334 
1,22· 

1,35 
1,32, 
1,33 
1,24 

l,02, 
1,42 
1,..17, 
1.:17, 

4,940 25,946 
5,744 25,848 
6,894 26,526 
0,058 26,800 

6,050 28,015 
4,136 27,778 
4,039 27,952 
5,633 20,988 

5,712 29,609 
6,028 28,790 
6,531 28,597 
5,771 27,689 

5,200 27,208 
5,602 25,959 
5,347 27,69! 
4,705 27,216 

5,230 27,1.JO 
6,387 27,726 
5,900 27,670 
5,070 27,221 

5,384 27,404 
5,011 27,339 
5,557 27,484 
4,710 27,177 

.J,857 27,187 
5,185 27,188 
5,354 27,705 
•J.,3JO 27,80£i 

242 1,089 
230 138 
380 
389 446 

389 27 2,649 .. 
389 .. 4,051 
295 .. 4,786 
469 .. 3,440 

9,890 .. 3,085 
9,734 4 2,706 
9,625 .. 2,913 

10,15? .. 2,137 

9,415 .. 1,WO 
8,928 .. 1,201 
8,968 .. 1,250 
8,889 .. 1,175 

8,898 -- 1,247 
8,SOj .. 1,080 
8,836 .. 460 
8,861 .. 132 

8,983 .. 170 
8,977 30 178 
9,106 286 ::!IS 
8,926 754 245 

9,033 00 421 
9,008 346 1S9 
S,fH:J 140 I.ii-I-
S,570 .. 125 

20,707 
15,293 
12,836 
14,237 

1::~g; j 
2,175 

918 
I0,281 681 
7,381 323 

7,311 315 
5-,809 325 
7,411 57 
U,770 J25 

10,160 344 
11,212 15 
8,930 17 

ll,822 .. 
0,224 87 
8,032 ... 
9,929 54 

12,822 ·13 

13,403 :146 
12,932 .. 
ll,985 46 
13,2.JO .. 
):J,2S3 99 
12,96:J 20 
14-,0S.r> .. 
18,728 .. 

l 
1, 

" I: 

1( 
! 

' I 
' ' ' 
' ' ( 

I 

( 
( 

l 
l 

' ' 

,707 
,023 
-~423 
,184 

1,220 
1,687 
,,417t 
i,109 

,,Sos 
,,050 
,,601 
,,323 

:,sn 
t,206 
:,173 
,,087 

853 
:mm 
,169 
·,465 

,,217 
:,524 
:,894 
:,948 

21,886 1,9-15 
15,431 1,948 
12,836 1,882 
14,683 2,749 

23,569 2,515 
32,401 2,225 
28,171 .2,027 
22,328 2,411 

20,931 3,291 
18,631 4;0ll 
16,70S 2,341 
15,141 2,?69 

18,062 2,007 
18,478 2,242 
15,807 2,095 
18,320 1,940 

16,429 1,84-7 
15,318 1,866 
16,610 1,810 
I0,084 1,777 

20,772 1,870 
19,799 1,918 
19,70-1 1,760 
21,710 2,200 

22,]]0 1,800 
22,042 :?,L07 
:23,877 l,891 
27,801 2,169 

~--- -- -- • l'rior to )forrh Qna,ter. 1!131, it ls not 1)()5slble toscparntr ,\tlmm·•"'· .'l'.t·., to t:1n·cr11rnr11t,-froin Other ,\1h·nm·<'~. ,h·. 
t This !:Ill in 0afauccs f:1 Jue to a ct1au!l'.e /11 :jydcm 11l1ereby tT<.-dlt bi1lmwu nllt.111cd :t.'i :,{'t•r,,Jh ,"ltt• ilcdud1•d from the i,~ aJ\~IIIC:c,<. 

78,532 
71,885 
69,595 
67,568 

76,852 
82,80:i 
75,152 
12;002 

80,681 

~t;ll 
'10,660 

71,69-1 
62,870 
61,280 
62,353 

80,86!) 
61,537 
62,166 
03,240 

65,82.5 
64,36! 
64,05fi 
65,973 

66,111 
66,953 
09,210 
72,03S 

!15 
"' 

·~ ~ 



TA»LE 2.-<:o~us:oNWlUl.TH B.1.xx o:a- AvsTBA.LU.-NO'l'B Issug DnABTHEHT £ll'D GENEB.il, BillllNo Duil'hl&NT T.nN TOOnBD. 

ASSETS AND LIABILITIES IN LONDON. • 

Date, 

(LMt.Monifa.rln 
tnontb.)· 

1926-June .. 
September 
D~pi~r 

l9t7-3f!irch 
Juno .. 
Sept-Om~ 
Depem~r 

1928-?ifarcb .. 
June .. 
Sept.ember 
Depem};,er 

1829--March .. 
Jg..n~ -~ 
September 
Decomber 

j,. 

, .• 

l930-llarch .. 
June 
Septembe~· 
December 

1931-March .. 
June 
Septem~~-
December 

1932-)In.rch .. 
June 
~ptembir! 
December 

1933-:\Inrcb .. 
Juri.e 
Septembe·r· 
~ccrnber 

l934-)fftrch .. 
June 
September 
December 

l9J!-.-:unrc~ .. 
June 
Septemhe·r• 
Deeember 

1936-Jlareh .. 
June 
Scptcmbo

0

r
0 

l)ecctnbet 

(In tbotl£5.llds of pounds sf.erliagJ. 

Ass~t.s. 

Oovernment. and 

:!~~:r:. :i~i:PC:~, 
(Including l---~---1 

Drltbh I Govunmentl All Other 
~~?' G~~~:!~t Got.her o,·cnlr:ilta. ~~u. 

~ml ovcm-
llun\clpal. mcnt. 

Tobi 
.\uclA. 

lleposlt:1 
on account 

LlabWtles. 

Conv~fnlon I i1!WJn:. 
Loans. 

Es:~ess of A&sets o,·et I.labllltles. 

Of which:-

Tota.I Au.atnllan 

u.TbU~}cs. I ~:~::r Go'"=ent OUtu(H Net 
Llab!Utles. llunldpal London ' 

&curlUes aDd FundJ .. ). 
GovemJ:Dent 
Overdraft.i 

'£ Stg."000.1£ Stg."000.1£Stg."000.1£ Stg."Q()O.,£ Stg."000.,£ Stg:000.,£ Stg.'000.1£ Stg.'000.1£ Stg.'000.,£ Stg.'000.1 £ Stg.'000. I £ Stg.'000. 
(a). (a). (b). 

13,211 
13,246 
12,122 

9,828 
7,460 

11,844 
13,837 

12,021 
16,092 
25,878 
20,~25 

10,518 
18,923 
9,920 

10,~25 

,( 

7,929 
10,794 
6,084 

12,061 

7,583 
8,432 
0,437 

13,885 

22,075 
15,227 
15,707 
20,251 

29,271 
40,021 
40,379 
35,909 

42,939 
48,164 
43,076 
35,814 

46,564. 
33,310 
28,5-!i'.i 
25,910 

31,460 
28,015 
27,680 
29,050 

"244 
244 

244 
244 
244 
244 

244 
~14 
510 

1,058 

1,198 
1,133 
1,015 
l,Oi5 

1,019 
1,014 
1,014 
1,014 

25,231 
25,822 
31,440 
31,613 

31,613 
31,613 
31,168 
31,284 

30,237 
30,237 
30,339 
30,339 

30,339 
30,339 
30,404 
33,204 

33,201-
33,204 
32,054 
32,05-i 

32,954 
32,954 
32,005 
32,274 

84 
3,506 
4,871 

4,871 
4,871 
4,871 
4,871 

4,086 
3,823 
3,640 
3,646 

3,173 
3,173 
3,174 
3,17t 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. .. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

1,344 

296 
2,901 

. 1,631 

1,236 
760 

342 
3,867 

9,393 
15,613 
16,683 
18,865 

410 
.. 
.. 
.. 
.. 
.. 
.. 
.. 
,. 
.. 
.. 
.. 
.. 
.. .. .. 
.. 
.. 
.. 
.. 
.. 
.. 
.. 
.. 

2,3171 16,956 
1,355 18,351 
2,875 20,112 

~.702 
1,926 
]~161 
2,511 

2,512 
1,308 

708 
852 

17,941 
17,402 
18,120 
23,094 

20,090 
22,227 
30,745 
26,381 

7351 2<,624 
486 23,7US 
32< 14,775 
317 19,198 

2\}l 18,M5 
410 27,831 

2,876 26,656 
210 32,150 

471 33,695 
2i0 .34,52< 
353 38,280 
320 4.5,818 

811 54-,499 
379 47,219 
265 47,140 
272 51,807 

314 59,822 
294 70,552 
393 71,lll 
~59 6~,507 

306 73,584 
324 78,827 
230 73,710 

1;294 70,312 

305 80,133 
380 66,909 
385 61,884 

1,710 60,574 

438 64,861 
1,175 62,144 

234 60,829 
•Pl 61,744 

. . 

.. 

.. 

.. 

.. 

.. 

.. .. 
,. 
.. 
. . 
., 

1,985 
5,309 
6,534 

76 

95 
686 

807 

14,486 
307 
412 
. . 

.5,805 
946 
407 .. 

7,062 
6,066 
6,238 

0,194 
5,119 
8,040 
7,689 

8,237 
9,147 
7,805 
3,156 

4,329 
5,610 

,1,899 
3,099 

4,087 
2,007 
1,095 
2,755 

3,696 
4,027 
3,321 
6,134 

4,754 
6,070 
3,652 
5,076 

4,176 
6,340 
4,350 
4,006 

2,827 
4,02G 
2,845 
4,138 

5,382 
7,459 
6,512 
4,547 

4,217 
5,330 
4,268 
6,190 

7,062 I 9,894 
6,066 12,285 
6,238 13,874 

6,194 
5,ll9 
8,040 
7,639 

8,237 
9,147 
7,805 
3,156 

11,747 
12.283 
10,030 
16,4-05 

11,882 
13,080 
22,940 
23.~ 

4,3291 20,295 
5,610 18,105 
1,899 12,876 
3,099 , .16,099 

( 

1,344 
244 
244 

540 
8,145 

244 
1,875 

1,480 
1,004 

510 
1,058 

1,198 
1,133 
1,357 
4,882 

-~/..., 

)~ f 

4,087 14,458 10,412 
2,007 25,824 16,627 
1,095 25,561 17,697 
2,755 29,395 19,879 

3,696 29,999 25,641 
4,027 30,497 ·25,822 
3,321 34,959 31;440 
6,134 39,684 31,613 

4,754 49,745 31,613 
6,070 41,149 31,613 
3,652 43,488 31,168 
5,076 46,731 31,284 

6,161 53,661 30,237 
11,640 53,903 30,237 
10,384 60,227 30,339 
4,082 62,425 30,330 

2,922 70,662 30,339 
4,711 74,llO 30,339 
2,845 70,865 30,4\}l 
5,035 65,277 33,204 

20,008 60,065 33,204 
7,760 59,143 33,2M 
6,924 54-,960 32,954 
4,547 56,027 32,954 

10,022 54,830 32,954 
6,276 55,868 32,954 
4,676 66,154: 32,905 
6,190 55,55< 32,274 

8,550 
12,041 
13,6$() 

ll,207 
9,138 
9,836 

13,530 

10,382 
12;076 
22,430 
22,167 

)9,097 
16,972 
Jl,519 
11,217 

4,046 
9,197 
7,864 
9,616 

4,358 
4,675 
3,519 
8,071 

18,132 
9,536 

12,320 
15,447 

23,424 
28,666 
29,888 
32,086 

40,323 
43,777 
40,461 
32,073 

26,861 
25,939 
22,006 
23,073 

21,885 
22,914 
23,249 
23,280 

(a} llldu0Jng 3bru-l-tenn debenture~ and money nt short call substituted for ~\wlrall:1u Go,·emmcnt secutitlt'f. In oonnexton w:1h Con\"erslon I.onus. 
{Ii) lnclu,Ung t1e1ict\ts Olf:tet o1g:1ln~t Au~tr:111:rn Gournrrmit ~c<'u1fUrs In ronntxfo11 '41th Cbm"Cl'!Uou J,0.112.!1, 

8 

lil 
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TAULJ:: 3.-CoM~IO!iW!-:ALTn BANK 01,' AUSTRALIA. 

OMSSIFICATION 01'' ADYA~~fi~ iXff1iW.i/~jfRALIA Nr ao-ru JUNE,. 1020, 

Government .,\ocouuts 
Local Government; Bodied .. 
Churches, llo~pitnlB, Societies, 

&o. .. .. .. 
;\Hning Intcr~t.s .. 
Grazier;; .. 
Agricultura[fsts . . . , 
»Iorclmnts nnd Stomkco1)cr.;, .. 
Profcsaions .. .. 
Jlreeholdors . . . . 
:Miscellaneous Compnuics nml 

Dodics .. . . . . 
Otlior Ad,·auccs .. 

'l'otal .Advances 

:romJuno, 
1020, 

£'000. 

4,102 

471 
15 
05 

012 
2,0S2 

422 
710 

1,052 
883 

ll,404 

3QthJunc, 
19St, 

£'000. 
003 

6,851 

385 
07 

306 
1,80< 
2,042 

452 
GO! 

17,270 

127 
3 

205 
1,378 
1,705 

536 
792 

907 
712 

9,060 

£'000. 

3,161 

515 
35 

202 
1,726 
2,644 

652 
1,002 

1,118 
1,070 

293 

'!'ADLE' 4.-CO,'UMONW]MLTIC HAXK OF AllSTJULlA, 

OLASSIFIOATION OF FIXED DEPOSITS IN AUSTRALIA ACCORDING ~·o TEmr 
• OF DEPOSIT, AND AVERAGE RATES OF INTEREST PAID ON FIXED 

DEPOSITS, 

l>u.to(enduf 
month), 

June, 1927 .. 
Juno. 1028 .. 
Juno, 1029 .. 
June. 1030 .. 

Juno, 1031 .. 
Juno, 1032 .. 
Jttno. 1933 .. 
June, 1934 .. 

Dooombor, 1034 
Juno, 1036 .. 
DcccmlH)r, I03li 

a months. 

£'000. 

151 

10 

4,010 
2,760 
3,200 

,Junc,.1030 . . 5,000 
Sopt-Ombor, 1936 0,300 
December. 1936 . . 5,300 

A. Got.·errm1t.11t Fixed Dep0mt8,. 

G 111ontli~. 12 months. 24 montli,. 

£'000, 

250 

50 

210 
200 
200 

200 
210 
200 

£'000. 

20 

20 
30 
30 

20 
10 

£'000. 

620 
520 
520 
522 

400 

B. Prfratc 1/fa'Cil Dcposi(,IJ, 

II montli~. l:! 111011ths, 21,months. 

£'000. . £'000. £'000. £'000, 

3,471 
4,811 
6,530 
7,747 

June, 1927 .. 
J1mo, 1928 .. 
June, 1029 
,fori(l, 19:JO , , 

,Tune, 1031 
,hmo. 1032 
,lnno, 1033 
June, 1934 .. 

Dcoom1Jcr, 1931 
June, 1036 
December, 1036 

Ju~c, 1036 •• 
SoJltcmbor, 1036 
December, 1036 

71 
493 
436 
801 

1,068· 
712 
420 
682 

1,757 
782 
360 

477 
5'14' 
825 

792 
ll2 
99 

328 

873 
1,665 
1,817 
2,174 

2,195 
1,040 

841 

1,629 
2,092 
2,238 

M3 
1,072 
11073 
1,200 

7338 
o:a46 
61800 

7,080 
7,703 
7,768 

0;408 
101048 
14,201 
14,004 

15,009 
14,012 
14,092 

12,149 
12,621 
12.088 

'l'ofal 
Gov~rnmcnt 

Fixed 
U11poslb1, 

k1rcr.1ga 
Ilt!.tool 
Intcretst 
l'nhlon 

Go Hirn merit 
Fh:ccl 

nc,JO.'!IUI. 

£.1000. per cent. 

520 G.00 
770 4.68 
620 6.00 
073 5,0; 

400 

80 

4,2-!0 
2,080 
3,480 

'l'(ltal 
l'rlv11tn 
P/X{'(l 

Depo~lt.s. 

'5.25 

2.28 

1.62 
1.03 
1.03 

1,97 
1.08 
I.DB 

.£1000. Per cent. 

5,177 4.75 
6,488 ,.i.82 
8,137 4.87 

10,100 l.05 

9,695 5.00 
22,060 3,9,i 
22,093 3.39 
24-,198 2,88 

26,209 2,67 
23,080 2.67 
221170 2,Gl 

21,341 2,60 
22,950 2.01 
23,010 2.66 



TAllLE 5.- -Tn~DIXO B.u,x.s(~J-AUS"rltALll.-EXCLUDISC COlflfOSW.E.\L'l'll B.t.:ili. OF AV'.9TJULlA. 

LIAllILITIES(') WITHIN AUSTRALB. 

Ql'.Wl'ElU.X .ArERAOES OJ! WSEXLY F.IOUIIBS {Di 'l'lIOUSA.."fDS OF I'Ou!\;DS, AusTRALI.,U OUll,BeliOY}. 

I 
I - I 3 I . I 5 

I 
0 I 7 

I 
s 

I 
. I 10 

I 
11 

I 
' ' ' 

Qunrter l~n,foct-- So~fil!{n."Jlltl _ _ ~_:'°~l~g~~j Depaslts ~ot Denrlna. lntercst. I TotnlDetiosltB 
'Iota! 

Cltmlatlon 1 ' 

I 
Current 

:mJBnilmcl':1 ·I Totni Totnl. ·rot.ii. Lln.b\Ut.le'!. 

clnn~onr;~iet G1:1,·crn111l'llt. Other. • l;1wcrnme11t. Other. Go\·enunent. Other. 

(2 + 3) {5+6) {8 +9} (l + lll} 

£'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. 
1926-)Tnrch .. 6,800 9,536 133,752 143,288 1,293 114,087 115,980 10,820 248,439 259,268 260,068 

Juno 6,560 9,141 138,049 147,190 1,340 109,653 110,003 10,481 247,702 258,183 264-,743 
Scptcmbe~· 6,306 8,869 141,548 150,417 1,272 102,539 103,811 10,141 244,087 254,228 260,624 
December 6,~55 6,804 145:492 152,296 1,319 105,057 106,376 8,123 250,549 258,672 265,027 ~ 

1927-March .. 6,766 5,935 147,741 153,070 1,381 111,076 112,467 7i3°16 258,817 206,133 272,899 
Juno 6,287 4,951 148,830 153,781 1,059 108,536 109,095 6,0!0 257,366 283,376 269,603 
Bcptel!}be~· 6,412 5,060 JJ>2,305 167,365 1,391 99,712 101,103 6,451 252,017 258,408 264,880 
December 6,652 4,645 ~54,459~ 159,104 1,419 102,899 104,318 6,064 267,358 263,422 270,074 

1928-l\fnrch .. 6,17!i 5,054 157,634 162,688 1,413 111,233 112,646 6,467 268,867 275,334 281,509 
June 6,389 4,864 159,655 164,519 1,568 107,379 108,947 6,432 267,034 273,466 279,S.<;5 
Septembe;· 5,852 4,200 159,972 104,172 1,402 • 101,305 102,707 5,602 261.277 266,879 272,731 
Dcccmbl?r 6,680 a,m10 16.~,980 169,070 1,490 104,045 106,135 6,580 268,625 275,205 280,885 

1929-1\farch .. 6,11,; 6,033 168,108 174,141 1,602 111,265 112,957 7,725 279,373 287,098 293,213 
,rune 0,260 5,748 171,196 176,044 1,468' 106,041 107,509 7,216 277,237 284,453 • 290,713 
SCptember 5,505 5,204 172,467 177,671 l,392 98,095 99,487 6,596 270,562 277,168 282,723 
December 5.734 3.487 174.916 178.402 875 95.903 96.778 4-.362 27(1.818 276.180 280.914 

> .., .. .. -
:0 ~ /." 

1880-Me.rch .. 5,311 4,0U 171,631 175,~172 1,210 95,371 96,581 5,261 267,002 272,253 277,570 June 5,710 3,783 172,703 176,546 1,137 88,249 89,386 4,920 261,012 265,932 271,Ml! Septembc~· 4,412 3,755 173,723 177,478 1,015 :k:: 82,361 4,770 255,069 259,839 264,251 December 4,823 2,713 174,810 177,523 957 83,189 3,670 257,042 260,71~ 265,535 
1031-Ma.rch .. 4,089 2,220 174,832 177,052 1,030 82,483 83,513 3,250 257,315. 260,565 204,054 June 3,987 1,024 1?6,182 1?8,106 1,141 79,467 80,608 3,065 265,049 258,714 262,701 Septembc~- 3,489 1,358 175,650 177,008 885 76,656 77,541 2,243 252,300 254,540 258,038 December 3.882 1,057 179,51}7 1$0,624- 907 85,733 86,640 1,964 265,300 267,204 271,146 
1932-March .. 3,694 1,555 l87,R33 189,388 979 90,830 91,815 2,534- 278,669 281,203 284,897 .Tune 3,642 • l,042 188,425 189,461 1,050 85,588 86,047 2,101 274,013 276,114 279,756 Septcmbe~· 3,511 1,373 183,808 IS.5,181 819 81,069 81,888 2,192 204,877 207,009 270,580 December 3,865 1,532 185,340 186,872 850 85,068 ~6,818 2,382 271,SOS 218,690 277,555 

1933-]farch .. 4,155 1,747 185,505 187,252 865 88,705 80,570 2,612 274,210 276,822 260,977 June 3,509 ],236 184-,026 185,262 876 87,710 88,586 2,112 271,736 273,848 277,357 Septembe~- 3,320 867 181,572 182,439 785 84,565 85,370 1,652 266,157 26?,809 271,129 December 3,768 2,607 181,353 183,960 860 93,058 93,018 3,467 274,411 277,878 281,046 ~ 
"' 1~34.-lfarch .. 3,689 2;771 185,782 188,553 82-0 101,144 101,964 3,591 286,926 290,517 294,206 June 3,829 3,135 192,097 195,232 901 1()0,045 100,946 4,030 292,142 206,178 300,007 Septembe~• 3,653 2,958 189,305 192,263 763 96,314 97,077 3,721 265,619 289,340 292,893 December 3,936 3,121 185,851 188,972 826 101,429 102,255 3,947 287,280 291,227 295,163 

1935-Jifarch .. 3,757 3,875 162,811 186,086 869 104,593 105,462 4,744 267,404 292,148 295,903 June 3,670 3,741 180,760 184,501 969 105,098 106,007 4,710 285,658 290,5118 294,238 Septembe~· 8,612 3,270 177,114 180,384 S26 10!,190 102,016 4,096 278,304 262,400 266,012 December 4,052 3,627 175,104 178,79\ 932 108,304 109,236 4,559 283,468 288,027 292,079 

113,940 4,683 287,082 2£ll,765 295,850 
108,943 4,965 264,972 289,957 293,810 
102,541 5,436 277,414 282,860 286,596 
109,986 4,74l5 • 285,053 269,798 293,979 

LJ.: or AustrarM[a, Bank o! Sew Sontb Wale!, Com1nerdal Bank of 
of AustralM!a, Qul!ell!lnnd :SU!ona.l Bank, an1l Union 'B:ank of 

wlth om: of the nJna b.'Jnk, :ibo\-c :-A.U!tnll.tn Bou 01 Co.lllZZlereit 
1llan :&.nk (l!arcli, 1927). 



T.wtr: 5.-TitAJHXG ll,1,:,.KS{1)-Aus1,•n...u.JA,-ExoL1il>lXO Co:llllONWF.ALTU :U.\:S--h 01' AusrnALLA-to11tinu,d. 

ASSETS WITHIN .AUSTRALIA. .AND LONDON Fu"NDS. 
QUARTERLY AVEJUOES OF WEEKLY F!CUBES (nr 'l'llOUSA."mS OF l'Ot;:,;ns, AUSTRALT.\.:.' CUlt:RJ::!'i'C~"). 

" I .. I " I " I lO I " I IS I 10 I , ... I 2L I :?:! 
I 23 

Government, liunlcl1i.1.I. &:c., Securities htld 

exc\u~!ng ' ' CMh. 
l11 Au8lrall3 (excluding ,\WltmlfAn Trt!Ulur, 

Q1111tlrr l~ttlcd- / ("oh, I I D~!,i';j~
1
~ I . . <'n.1h 

nm~,. 
Au~trall.1n AuatruU;m Tr~\llr)· 

a111t .\u!trnll:111 Common• l-~•h Ill Trea~i_,ry plu~ SecurfUc:1 lll!ls:1n11 
"ulllim. .:-iole-<. wc:ilth ,\IJ•lmff:I.. UIIL.:. ·rrc:1.1111y (c.i:prc;i.mlln J.ondon lfunlelpal JlllJ~. i,·11n1l1. Totnl. lf:111k'. Au~trallnn( 11 Au1tralla11 and 

OU1cr Cll1Tl!l1cy). Gcn-rrnmcnt. Othtr 
112 ... u+ SteurltiM-, l.>ubtlc SccurltlN. 

(:!0+21+ '" (15 + l(j) (I;+ 18) Serurltlf!il. 2Z) 

£'000. £'000. £'000. £'000. £'000. £'000. £'000, .£'000. £'000. £'000. £'000, £'000. 1926-)(nrch .. 26,040 ~o.osu 5.662 02,30i .. 52,30i 33,00,I 86,461 11,010 052 .. 11,671 "" Jttne 26,426 10,26:? 6,230 48,02.1 .. 48,924- 32,381 s1,ao.;: 10,688 622 11,210 ~ ~ptem~ .. 26,367 10,88.1 6,70G .J0,0.'.iG .. 40,950 10,5:VJ 69,495 9,044 694 .. 10,638 De~cmber 20,S17 15,098 7,36i 413,682 .. 49,88:? 13,171 63,053 9,920 557 .. IO,f77 

J927-)furch .. 27,033 17,885 8,160 63,078 .. 53,078 20,003 73,081 9,533' 510 .. 10,052 June 26,067 14,20S 8,152 48,487 23 48,510 21,04.4 69,654 8,962' 665 .. 9,627 Sor1tcmiic~ 26,797 14,420 0,438 49,60.i • 10S 49,772 • 18,246 08,017 8,089 66~ .. 9,6$3 • December 26,700 15,356 1J,J74 52,320 62,320 21,679 73,990 0,860 . 665 .. . 10,631 
1028--'Mnrcli .. 25,728 10,lH 13,671 o:;,513 300 55,813 35,813 :ti: 17,565 0~7 60 18,262 .fu!lC i. 25,549 13,283 12,850 ;',il,682 !i50 52,032 41,306 16,475 587 70 17,132 September 26,683 18,428 10,SOG 4!J,37i .. 49,377 20,197 78,674 16,352 650 90 17,IOJ DeccnJbet- 2s,eyoo 14,179 13,0-16 5!?,89-t .. 52,SO~ 27,474 80,368 IG,874 008 100 16,642 
1029-Mnrch .. 25,565 14,506 15,113 55,184 .. 53,184 34,707 80,051 16,076 553 120 16,748 .Jun_e .. 26,033 12,40,i fl,451 40,978 .. 46,978 !l2,621 79.599 15,850 514 140 16,5'0 September 23,580 12,Io3 7,803 43,542 ·13,642 1i,51i 01,110 13,900 543 140 14,6'3 De~em.bcr 21,001 12,70,t 8,614 ·12,·19? 1·'70 43069 9,~69 53,238 12,007 552 200 12,819 

,. .., .,. ... 
' ,, ·J.• • 

!930-Mp.tch .. 14,416 13,290 14,044 42,250 2,0.W ·J.l,300 lii,087 50,967 13,17-& <73 300 13,04-7 
June 4,018 13,848 18,740 37,206 2,021 39,227 21,18~ 60,4.08 • 11,718 388 300 12,406 
Sept.emb~ 2,735 l4,:H2 1~,371 35,448 2,374 37,822 19,225 67,047 11,129 386 2S0 11,795 
De<!ember 2,135 14,4!?4 22,922 30,481 5,202 44,743 15.694 00,437 11,167' 386 280 11,833 

J93i-Mnrch .. 2,082 15,308 31,~71 48,661 6,466 56,127 21,555 70,082 9,510 385 250 ~10,145 
June 1,952 18,805 32,133 52,890 0,845 .59,735 20,729 80,404 9,US 38-1 200 0,702 
Saptembo

0

r 1,990 20,139 22,840 H,969 13,801 58,800 19,786 iS,646 0,100 382 200 9,691 
December 2,072 18,478 22,110 42,660 20,73) 63,391 31,378 94,769 8,004 392 200 9,496 

1932-March .. 2,161 l7,917 :12,762 5:?,900 2G,92i i0,S2i 28,83i JOS,064 9,135 409 200 9,744 
June 1,949 18,094 28,898 49,641 30,598 60,130 24,002 !0-1,141 9,135 422 200 9,707 
Scptembc

0

r J,81'3 17,372 21,444 40,709 34,659 75,208 JO,l20 94,388 0,29J 422 200 0,017 
]keember l,910 10,;40 22,046 41,390 37,90) 'i9,35'i 23,027 102,984- 10,017 433 ,u;o 10,700 

1933-March .. 1,963 16,420 25,321 43,70•1 36,4&1 79,188 27,243 100,431 12,808 467 2/lO 13,615 
Juno 1,868 15,875 23,220 40,0i2 32,985 73,057 25,353 09,310 14,169 1,045 205 15,419 
Septt.>m9(lr 1,845 15,038 22,:?Ii 40,000 20,201 69,201 20,120 89,321 IG,055 1,123 106 16,884 
December 1,854 15,073 24,788 42,015 27,642 70.2,;7 2{1,504 !10,821 10,090 679 6 IO,i8! ,~ 

1034-Jlarcb .. 1,037 15,233 30,469 47,030 29,470 77,118 34,028 ll2,0-16 16,682 '172 12 17,466 !::l 
June 1,876 13,300 37,828 53,010 20,313 82,323 30,222 112,6-15 17,430 786· 15 18,231 
Septembc~ 1,867 13,700 35,007 51,483 26,513 76,996 23,088 100,08-1 19.462 i92 15 20,269 
December 1,893 14,091 30,881 46,86a 23,757 '10,022 24,SiB 95,500 20,854 801 0 21,661 

1936-:\farch .. l,905 ]3,701 26,063 41,659 24,157 65,816 25,393 91,209 .23,344 820 ·6 !?4,170 
Juno 1,895 13,476 23,046 38,4li 23,952 02,369 22,442 84,811 22,530 824 7 23,361 
Septem~r 1,036 12,703 10,734. 34,373 22,515 56,888 18,036 74,924 21,762 816 7 22,685 
December 1,995 12,835 J8,60G 33,405 24,378 57,ij73 21,i63 79,636 18,327 721 7 19,055 

1930-Uan:h . , 2,091 12,717 18,621 33,429 25,065 iiS,494 30,227 88,721 15,613 678 8 16,290 
Juno 2,012 12,485 16,273 30,770 24,948 55,718 29,425 &,143 14,lH OSI a [4,863 
Scptcmbdr 2;023 12,016 15,871 20,80!) 23,680 53,505 21,596 75,190 14.200 oso 8 14,8D7 
December 2,091 12,108 16,908 31,107 23,234 54,341 ~6.61~ 80,000 13,376 650 8 14,034 

{') Nine trading bin~. lnclucllng: bsnlB !l'Q~~uentty amitlg:a.tll3.ted wtth on)· of the present nine. 

c:i ~:o t:~ct;: ~:ti~~~n~t.<:t~~i;~:,:r.11~o~:~;~~Uy ~":: ~~e:e n~gu/:Ur-~~P}!_j~f~~.er:21 i:;,e ~!:!~, ,~;rir!:i1
1~sl~~ ~~:. )u:r!!l:,~~~-~'l:: lbrth. 1030, lA 

811pten~r. 1030, inelu,1ve,£A·.106.1~ .. tstcr:.100. Dcccrabcr, Hl30, £.A.108.$.;. .t,tg.100. )lnrch, rns1, to September, 1931, lnclm•h·c, .£A.t:l0 - £Stg. 160. December, 
1031, fo T>ccembct,193G, lnchu!Te, £A, 125 - .!Stg. tOO. • 



TAn~:£ 5.-~n;o BA...us(1}-AusTn.ALu..-Excumrno CoMMO~'WI?ALTII BA.?,"X Oil' AustIU.tIA.-rontinued. 
A.SS~S WlTHIN AUSTRALIA AND LONDON FUN'DS-«mlinud. 

QtrAnT.MLY Avmu.aES 01" WZEKLY FJOtrn;e9 (IY 'l'lJODSA.-..-»S OF POD:Sl>S, Aus~ OU'RllE:N"OT), 

" I 2L I ,. I " I 28 I 
,. I "' I 3l 

1311111.nCC'lduc 
,\dl':UIOO,, Dbcoun«, and OUier JWcts lt:lthln Al.!lllr.!Un ((l.'C:cludlng 

I 
At11trnllnn Tots\ • I.nndcd nnd Rouse Property). 

Quntter Endrd- Sewrlllca l~mOUl\'l' JJqul<I held In Lontlcn Rl\nl.s nnd 

1926-lJnrch 
June 
September'· 
Decembor .. 

1027-Mo.reh 
Juno 
So;•tombc;° • 
December .. 

1928-March 
Juno 
Septembc;· 
December .. 

l929-1\forch 
June 
September. • 
December .. 

• 
.• 

l930-lfarc~ .. 
Jono 
~pWmbe;· 
December .. 

1931-)iarch .. 
June 
September 
:peceJI!ber .. 

1932-Mo.rch .. 
Jtino 
September 
De.comber .. 

1933-Zlfarch .. 
Juue 
September 
December .. 

1934.--Mnrch .. 
Juno .. 
September 
December .. 

1035-){areb .. 
June 
September 
December .. 

1!>36-Ma.rch .. 
Jw,o 
Sept.ember 
December .. 

Resource.,. (eXJlr~ctl In Xoks-nnd Dills 
Au~tmllnn of Other Ad\'l\nCesto Other Dllls.4:c., Other Curfl!n<l)'(1)), Dank!. (10 +mt+ Oo,·crnmcnt.,, ,\dl'i:tnces. Db!counted. Items. 

2-1 + 26) 

£'000. £'000. £'000. £'000. £'000. £'000. £'000. 
1,788 4,041 103,801 7 103,289 9,186 2,086 
1,720 4,873 09,lOR .. 190,451 9,268 1,876 
1,130 4,431 85,594 .. 208,G83 9,498 1,968 

83~ 4,420 78,701 .. 218,852 10,188 2,QOO 

090 6,334 80,167 14 218,!)09 10,302 2,160 
640 4,280 84,110 390 220,310 0,383 2,119 
891 4,165 82,610 .. 222.661 9,040 1,905 
066 4,793 89,980 .. 220,193 10,470 2,2~6 

745 4,'776 115,400 .. 211,691 9,638 2,031 
630 4,468 1!6,568 .. 211,781 8,457 1,772 
655 4,056 100,388 .. 218,798 8,133 1,269 
683 4,483 102,176 .. 226,714 8,428 1,483 

789 4,703 112,281 .. 229,707 7,997 l,4R7 
8.29 4,307 101,276 .. 237,880 7,4!0 1,300 
875 4,081 80,718 .. 260,094 7,673 1,433 
880 3,071 70,897 100 260,083 8,218 - 1,055 

, ... 

;., .. 

1,249 3,891 79,074 41 266,174 7,168 1,066 
],795 3,728 78,337 31 253,419 5,924 817 
1,788 3,231 73,861 33 249,412 5,046 ,555 
1,431 3,287 76,988 169 !148,003 4,459 625 

1,069 3,491 91,977 417 239,898 3,474 840 
1,650 3,070 94,895 261 2:J4,657 !?,883 1,042 
1,701 2,684 92,722 225 234.708 2,6&1 713 
1,610 2,9-!8 108,832 .. 230,000 2,962 710 

1,652 2,851 122,911 .. 221,687 2,640 568 
1,648 2,363 117,909 .. 223,94.5 2,Ml9 605 
1,064 2,376 107,7H .. 225,569 2,511 400 

503 2,739 117,0\6 21 228,180 2,535 800 

500 2,740 123,195 .. 227,134 2,44.8 828 
571 2,510 117,810 .. 220,405 2,106 810 • 
506 2,750 100,40! .. 232,074 2,231. 005 
608 3,248 117,361 4 232,880 2,610 1,974 

GOS 3,243 133,263 .. 229,186 2,423 1,875 
479 3,260 134,505 .. 231,477 2,321 l,<HS 
Gl2 3,027 123,892 .. 237,121 2,464 1,363 
612 3,403 121,076 .. 242,350 2,583 l,8-12-

785 3,0'18 11!>,192 .. 243,693 2,655 1,849 
650 3,161 lll,083 .. 247,918 2,428 1,863 
G44 3,306 101,410 .. 252,246 2,721 1,634 
377 3,706 102,774 .. 254,104 S,00! 1,007 

006 3,729 109,655 .. 252,044 2,968 1,846 
1,103 3,108 104,307 .. 256,590 2,69,; J,380 
• 84.1 3,042 93,972 .. 260,701 2,970 1,271 

749 3,675 90,418 .. 260,973 3,123 1,707 

(I) ?-.'ine tradfO{l'. b&nts, lnclt1dl11g b.1nkllau~ucnUyo.malga1Nh:d"1thaayGtthe~ritnlnc. 
p) For rl\tes of c:tchnnge nt which con\'enlon has been tnatlc, tu footnote (•) on pre,1ous page. 

Total. 

(!!7+28+ 
21>+30) 

£'000. 
204,568 
210,585 
220,0.,11 
231,046 

231,391 
232,220 
234,486 
232,919 

223,360 
222,010 
228,200 
236,626 

239,19) 
246,660 
259,200 
269,465 

... 

264,429 
260,191 
255,046 
263,156 

244,629 
238,843 
238,330 
233,681 

224,895 
227,139 
229,489 
231,605 

230,410 
232,321 
235,270 
237,468 

;?33,464 
235,440 
U0,948 
246,775 

24.7,997 
252,229 
256,601 
259,182 

256,857 
260,651 
264,9-12 
265,893 

I ., 

Total 
Current 
.\a.set.. 

(26 + 91) 

£'000. 
308,429 
309,693 to 305,643 "' 309,837 00 

320,548 
316,330 
317,002 
322,908 

338,769 
337,678 
328,588 
338,801 

351,472 
347,935 
339,018 
340,362 

343,603 
338,528 
328,901 
330,144 

336,606 
333,738 
331,062 
342,613 

347,806 
345,048 
337,233 
3~8,621 

353~60.'i 
350,131 
3-14,731 
354,820 

380,727 
!g 

300,951 
364,MO 
367,851 

307,189 
364,212 
358,020 
361,936 

366,512 
366,048 
358,914 
365,311 



Qu.1rh!r EndC'{l-

1926-March .. 
Juno 
September:: 
December .. 

1027-iUan:b .. 
Jutio--
SCp~m9cr :: 
Drcembcr .. 

1028--Marcb .. 
JU~o .. 
Septepi~er .. 
necernbel" .. 

1920-Yarch .. 
J~e .. 
Sept~ber .. 
December •. 

1930-: 1farch .. 
rune 
!cptemln?r :: 
lecember .. 

1931- lfo.tch .. 
rune 
)eptembcl" :: 
i)eccmbcr .. 

1932...,.., 1fotch .. 
hmo 
foptcml)(',• :: 
!)ct'!'mlx-r .. 

1033-; \Jo.reh .. 
rune 
)cptcrober .. 
)eccmbcr .. 

T.LBLE 5.-TnADI!',G DA..vKS{1)-AuSTJI.ALJA.-E:xct,un~o Co>t>10:,;:wc,u:ru BA!<,.?,'. OJI' AuSTII.ALI.A-contintud. 
ltATIOS. 

QU.ARl'ERC.r Avsuo~s O"E' ,VJ;EXLl" f1•;mm:s. 
-

" 3l 3> " 3' ,. 
" 

,o 
" '2 ,, 

I.011\lon 
·r:=:,.~•n· Tolal Tolnl P<:1K1J;lli\ llell0$IO Auiln\bn """' 

, .. ..,. 
JJc.irl11g ColnnmJ Auslr:111:m \\ltll C11;;hi11 plu, (excluding Bills ~nd Liquid Advallef"I, 
lnterest. numon Notes Common• AU$lmll"- 'f1c;1.iUil' 

Tr111i~f}' Austn.lfan J.ondon n.etoureee: .. ,. 
wealth }JIiii SteurltJes) Funt~ 
Dank 

toTotnl torot.1.I to Total lo'l'ota? 10Tot.J toTolaJ to'l'otal to'Iobl to Total V,Toliil (o'tml'II 
Der..»iU. Drpa,lt,. Dcposll.!!i. DrJJO'lit,. Depo!J\U. Dtf'Oillll. Deposits. Def'0!llt3, Dt)')MIU. eumn, DeJK15llll. 

Llabfll«e11. 

' 12 13 " " 1G 17 18 10 ,. Sl 

10 10 10 JO 10 to 10 10 JO ll 10 

Percent. P(l~ccnt. Percent. Percent. Pcrcc~t. Percent, Percent. Per cent. Percent. Per cent. Per cent. 
65.27 10.05 7.98 2.18 20.21 20.21 ]2.75 32.96 ' 3!J.Ot 78.90 
57.01 10.24 6.30 2.42 18.95 .. 18.95 12.5< 31.49 37.« 81.56 
50.17 10.37 6.64 2.64 19.65 .. 10.65 7.69 27.34 32;34 86.56 
58.88 10.37 6.07 2.85 10.28 .. ]9.28 5.09 24.38 29.73 89.32 

5?.74- 10.10 6.72 3.01 19.94 
0:01 

19.M 7.62 27.40 32.61 86.95 
58.30 9.90 5.42 3.10 18.41 18.42 7.99 26.41 31.19 88.17 
00.88 0.98 5.58 3.65 19.21 o.o• 19.20 7.06 26.32 31.15 90.72 
60.40 ·9_79 5.83 4.24 19.80 .. 19.86 8.23 28.00 83.32 88.42 

59.09 9.34 5.85 4.07 20.16 0.ll 20.27 13.01 33.28 41.00 81.12 
00.16 9.34 4.86 4.70 18.90 0.13 19.03 15.10 3U3 41.30 81.18 
61.52 9.59 5.03 3.88 18.60 .. 18.50 ,J0.94- 29.44 36.81 85.51 
GI.43 0.33 5.)5 4-.74 10.22 .. 19.22 9.98 20~20 36.38 85.98 

60.66 g.90 5.05 ,5.26 19.2Z .. 19.22 12.11 31.33 3S.29 83.31 
62.21 8.80 4.39 3.32 16.52 .. 10.52 11.47 27.08 34.84 86.71 
64.JO 8.51 4.38 2.82 16.71 15.71 6.84 22.05 28.65 93.52 
Ot.83 7.66 4.65 3.13 16.44 0.53 15.98 P7 19.35 25.24 97.92 

•► L. 

,,.. ,.:. ~ 

64.63 5.30 4.88 5.34 16.52 O.i5 16.27 6.76 22.03 28.,49 97.13 
00.39 1.74 5.21 7.05 13.99 0176 14.75 7.96 22.72 28.84 97.8-1 
08.30 1:00 5.52 7.07 13.64 0.91 14.56 7.40 21.95 27.95 98.16 
68.99 0.82 5.53 6.79 15.14 2.0:? ]7.)6 6.02 23.18 28.99 97.10 

07.95 o.so . 0.87 12.00 1S.68 2.48 21.16 8.27 '29.43 34.75 93.88 
OS-1,4 0.75 7.27 12.42 20.44 2.65 23.09 S.01 31.10 ;l6.12 92.32 
G0.54 0.78 7.91 8.97 17.67 5.40 23.12 7.1? 30.90 35.93 93.63 
07.58 0.78 6.91 8.27 13.96 7.76 2.1.72 JJ.'7,i /15.46 40.14 87.43 

67.a5 0.77 (l.3!) ll..05 IS.Bl 9.ISS 2S,39 J0.25 38.64 43.14 79.08 
6S.62 0.71 0.77 10.47 17.91 11.08 21).02 8.69 37.12 42.15 S2.26 

09.34 0.72 0.50 8.03 15.2.i 12.04 28.JS .7.16 35.34 39.82 85.03 
68 . .:?8 0.70 6.04. 8.38 15.J:i 13.87 29.00 8.63 37.63 42.16 84.62 

67,0-l 0.71 5.93 9.16 Hi.70 JZ.82 28.61 0.84. 38.45 _43.S5 83.23 
67.65 0.08 :;.so S.48 H.96 12.0J 27.0l 9.20 36.26 42.-lS 8-1:.84 
66.12 0.69 5.95 8.30 14.94 10.90 25.S.l 7.51 33.25 40.37 S7.$5 

6G.20 0.67 5.75 8.92 15.34 9_0.,; 25.2S 9.56 34.84 41.67 85.-16 

W34-'. IJnrch ... 04:.DO 0.07 :"i.2-J 10.40 16.40 10.15 26.5:3 12.02 38.67 45.30 80.36 
38.00 44.83 79.49 rune 65.112 0.63 -1.49 12.7i 17.90 9.00 27.80 10.20 

kptcmbcr :: 06.46 0.05 4.74 12.41 17.70 S.8'2 26.61 7.08 34.59 42.30 83.28 
December .. 6i.89 0.65 4.8-l 10.60 16.0<J 8.16 24.25 8.54 32.70 .. , .02 8-1.74 

l935- llnrch .. 63.90 0.65 4.60 8.92 14.20 8.27 22.53 8.60, 31.22 40.28 S!.89 
ru1\o .63.50 0.63 4.<U 7.93 13.22 8.24 21.46 7.72 !!0.19 38.06 86.81 
)e11tembcr:: 03 88 0.69 4.50 6,99 12.17 7.07 20.l-l 6.39 :?S.53 35.46 90.86 
Dcrcrnbcr .• 02.07 0.69 4.46 6.48 11.63 S.46 20.09 7.~6 27.60 35.19 89.98 

1936- \forch .. 60.95 0.72 4.36 li.38 11.46 6.59 20.05 10.36 30.41 37.06 88.0! 
funo GZ-43 0.60 4.31 6.61 l0.61 8.60 J0.22 I0.15 29.36 35.53 89.89 
:jcptember :: 63-75 0.72 4.25 5.61 10.!;7 8.37 18.95 7.63 26.5S 32.79 93.67 
December .. 62.05 (),7:? 4.18 -'i.83 J0.73 s.02 18.75 9.19 27.9-1 3:J.82 91.75 

{') Xf11Q tra.1h1g baula, Ineludln(: b.'tn~ subiequellflJ" nm::i)g:un:itrd w1U1 nn)" v( tlic r,rcscnt ulnt. 

.. 
Tct.,t 

Adnflee:8 
&:e.,plu• 

Oo,·ernment, 

3I~!~m:es<tc-
held In 

Awer.tlli 
toTol.P.1 
DeJll?~lla. 

3L + 2.3 

JO. 

Per cent. 
83.40 

<., 

8 
85.01 
99.70 
93.37 

90.12 
91.83 
94.46 
92.42 

87.76 
BM6 
91.91 
92.03 

89.15 
92.63 . 
98.80 

102.ISS' 

102.26 
102.61 
102.69 
101.64 

97.78 
96.07 
97.4-! 
90.99 

83.44 
85.80 
89.64 
88.63 

SS.12 
90.-J7 
94.15 
91.50 ~ 
86.37 
85.05 
90.28 
92.!7 

93.16 
94.85 
98.86 
96.59 

93.6Z 
95.02 
98.94 
96.59 



TA»Ll:: 6.-Nuu~ 'I'ltADJ:iO BANKS-AUST1Ul.U.-E:tcL1Jl>~NO ComtOh-WEALT~ B4NK OP A.uSTR.LLU. 

LIABILITIES(') WITHIN AUSTRALIA. 
~[OSTHLY AVEllA0£S OP \VEF.KLY FIGUBES (r.. T!JOUSA.. ... D.S Oi' POUh"DS, Al781'a.u.tA.."f CtJUE!fOY), 

1 2 I 3 I ' ' I G I 7 • I • I 10 II 

Xotcs :lnd nc!)Ol',lts UcA1ln; lntcrest, Dcposlta Xot Dcr,,rlng tnicrest. Totn1Depositd. 
3!<lllth. Ulllsln Total 

Clrcul:llton Cunent 
:i.nd D11.lancts l,labl\lt.les. 

Oo~·~rn• due to Other Other. 'i'otal, Go,·crn- Other. l'otal. Gover,,- Other. Tobi. n:i.nk!!. mcnt. mcnt. mcnt. 
(2+ 3) (S+6) (8+ 0) (l + JO) 

£'0-00. £'000. £'000. .£'000. £'000. £'000. £'000. £'000 . £'000. £'000. £'000. 
1935-Ja.nuary .. 3,059 3,602 183,146 186,748 826 103,922 104,748 4,428 287,068 291,496 295,lGG 

February .. 3,909 3,875 182,751 186,626 918 104,823 105,741 4,793 287,674 292,367 296,270 
1\fn.rch .. 3,714 4,171 !82,534 186,7()5 880 105.073 105,953 5,051 287,607 292,6eyS .290,~7.2 

April .. 3,738 M65 181,683 185,138 978 105,617 106,595 4,433 287,300 201,'733 295,471 
Mny .. 3,365 3,470 180,725 184,195 963 105,478 106,441 4,4.33 286,203 290,636 294,001 
June .. 3,896 4,369 179,659 184,026 992 )04,027 105,010 5,361 283,686 289,0-:l:'7 292,043 

July .. 9,523 3,407 177,905 '18J,312 8-14 , 101,247 102,091 4,251 279,152 283,403 286,9.:?6 
August .. 3,520 3,100 170,9~8 180,037 sos 100,160 100,968 3,017 217,088 281,005 284,"25 
September 3,779 3,267 176,47) 170,738 841 102,()05 102,846 <,108 2'78,476 282,68-l 286,363 

October •. 3,842 3,352 176,703 180,105 865 105,130 105,91'.15 4,217 281,883 266,100 269,9'2 
Novombcr 4,!13 3,613 175,fif.i5 179,178 89< 109,292 110,120 4,607 284,797 289,30-l 293,417 
December 4,175 S,009 173,530 177,439 1,038 110,165 111,193 4,947 263,685 288,632 292,807 

1936-Jo.nuary .. 3,990 3,i02 172,973 176,675 895 lll,843 112,738 4,697 284,616 289,413 293.403 
Februa.ry .. 4,216 3,740 173,747 177,487 907 113,489 114,396 4,647 267,236 291,883 206.099 
March .. 4-,052 3,889 175,080 178,969 906 113,661 114,673 4,795 288,747 29?,542 297,594 

.. • ... 
~ •"' ~ 

April .. 3,943 4,033 176,632 180,865 889 110,6'2 lll,431 4,922 287,374 292,296 296,23\f 

May .. 3,86G 4,130 177,333 181,463 908 109,034 109,9'2 6,038 286,367 291,405 295,260 

June .. 3,778 3,963 176,791 180,777 1,028 )OG,074 106,097 6,006 281,808 280,874 290,662 

July .. 3,646 6,268 176,124 181,382 848 102,070 102,918 6,106 278,194 284,300 287,946 

August .. 3,816 4,635 175,895 180,530 852 101,430 102,28.'I 5,487 277.325 282,812 286,628 

September: 3,'751 3,886 175,00{> 178,081 819 101,069 102,488 4;705 276,764 281,460 285,220 

October •. 4,174 9,793 174,717 178,610 812 104,357 105,169 4,605 279,074 283,679 287;858 

November 4,082 3,774 175,847 179,121 844 110,463 lll,307 4,618 285,810 200,428 294,610 

December 4,400 4,098 177,{133 182,031 912 112,327 113,239 5,010 290,260 ~95,270 299,610 

fl) ExcJudlns;z ~h:ireholdcn' fund.~ and perpetuo.l or lblennlnnble lruicri!Jcd deposit stock. • 
NorE.-'Ihc figure,, In t11I! t:i.ble nte oomr,lled from the ~aµie week!)• Dgures M nrc those In Table 5, ·but. nrc :wcrag~ for four or fh•e wec'k!5, i~tcad of thirteen weeks u In 

T1\ble5. 
The llswrc., Mc pubilshtd ln th.b fonn hi addition to the form tn Tahle 6, htNLU!C the montl11)" fl1CUtt1 are more usdul In ~ho\\ing eatller An}· chnnge of trend. 
Owl nit tn the 'dllfcrent numbers or \"l'CCk!' Included In the Yllt[ous month!, :i.nd to other aUi,:hr ,•ttrl,tk,ns tc.i:., In the D,i;ures of L<mdon fnnd!<, which are month))·. in1lc3d of 

O.i at the end of the quo.rter) the anrngo for the three months In the quartcr'\1111 not :i.gree cnctl)' \\1th the quartttl)' ~gute!< In To.1,lc 5. 

~ 

8 



~ru,~th, 

1935-Jl\nuary 
February 
~fnrch .. 

April .. 
1-foy 
June 

July .. 
August 
September 

October .. 
Noyemlier 
December 

l936~unuury 
Febnmry 
March .. 

l 

_ .. 

April .. 
May .. 
Jun1;1 .. 
,July .. 
Angus~ .. 
September 

Octobet" .. 
November: 
December 

'J'..tDLF. 6.-X1sE TRADlSQ llA:-:Ks-Au!:>TJlALT,\.-Exc1.uorsa co~UIOSWJ;..U,Tl! D.i;'\.Ii: OF ,Ar;srn.u.u--conlinual. 

ASSETS WtTHI1' Al'STRALIA AND LONDON Fl'SDS. 
)loSTJJf,Y AYJ:ltAOr.S OF \Vt:ERT.Y 1''1au1u:s (I!- TUOUS.\:,:"D:S OF l'OL"!',D$, AUS'l'KALl.\.. ... ct11m1:sc¥j. 

,~ 
,---!---~ 

r ,.; -! i,; ___ 1~ 1;·-·1-··-;:---•-;··-I!!~. :!U ~1' 2:! 2:l 

,~m,1◄ 111 r11n1!•11, 
ex,•ludlm: 
.\1L~tr,,llul1 
SN"Urlflt .. .., 

l~(>\"('Ulllit'III. )lunkipal, ,\'.,·. 5....-urltle,;. ht.-loi 
lo .\ll•tr:t/frl t<>xclmllm! ,\u\tr,dl:m Trr:t,.un· 

fl(•fKhfl~ ("n,h 
pin,. 

C'a~h. 
·rr ... 1•nry 
u111 .. nm.1 
[.<>mlon 
F111ul•. 

l\ilb1. • 
{'<1i11 
:111,1 

Bn1J1011. 

£'000. 
2,0:H. 
1,8i2 
1,80;) 

1,847 
1,010 
1,9H 

1,942 
1,937 
1,929 

1,043 
I,9Sii 
2,0M 

2,181 
., oo•) 

2:017 

1,996 
2,047 
1,997 

2,0i7 
l,995 
l,000 

1,0$5 
2,086 
2,211 

.\u~1r.,ll:ir1 
Xote,;.. 

£'000. 
H-,:374 
13,713 
13/i03 

13,4:.?7 
1-1:,orn 
l~,308 

I:J,273 
12,380 
12,321 

12,4-90 
12,723 
13,5J3 

13,375 
12,634 
12,223 

12,IG.t 
12,812 
12,185 

12,4.46 
11,$62. 
11,6=?0 

ll,663 
12,286 
]:?,275 

\\Llh 
Com1uon• 

W<.>ahh 
llank. 

£'000. 
26,311 
20,178 
2-J,9-t-1-

22,340 
2:?,G26 
24,144 

.:!0,8S9 
19,509 
18,834 

18,572 
20,007 
I7AOO 

19,052 
10,182 
17,831 

16,145 
rn,orn 
HJ,877 

16,266 
15,720 
111,sis 

10,594: 
16,608 
17,580 

n1~hi» 
.\u~tr,1lln. 

1121--13+ 

"' 
£'000. 
4-2,919 
41.763 
-W,:21>:2 

:n,614 
38,449 
39,303 

:lG,104 
33,826 
33,0$4 

33,005 
34,'115 
32,973 

31,608 
33,908 
32,071 

30,205 
30,878 
3!,059 

30,789 
29,577 
29,467 

:10,2-1:2 
30,080 
32,066 

_\u~1r.1\in11 
Tn•,1.><11r.~· 

11111~. 

£'000, 
24.10.3 
24,190 
:!-f,J!JO 

24,110 
24,000 
23,015 

22,293 
~2,29ii 
22,852 

24,613 
24,6-!3 
24,092 

24,172 
25,342 
25,555 

25,334 
25,653 
24,077 

23,887 
23,625 
23,5~ 

23,500 
23,725 
22,354 

Trll1\i~~·y 

(I;;-!- Ill) 

£'000. 
67,024 
65,953 
M.-1-1-2 

Gl,7:.?-1 
62,539 
63,008 

i18,39i 
56,J2J 
55,936 

07,518 
5!),35S 
57,065 

5$,.780 
59,250 
57,626 

55,620 
56,531 
.55,136 

54,676 
113,202 
.13,02:J 

ii3,742 
5-J.,705 
5.1,-120 

te~pr<!,,..~ell In 
,\11-tr.tll:1n1'1 
l"urren◄ '}'I, 

£'000. 
2;3,:150 
26,093 
20,226 

.24,980 
2.f.,248 
;!2,290 

HJ,623 
18,712 
16,SHl 

18,329 
'J0,42:.? 

21,615 

26,145 
27,:?80 
30,748 

:U,iOG 
:n,210 
28,760 

2,),929 
24-,387 
:ll,270 

20,843 
22,947 
27,287 

117 + lli) 

£'000. 
92,3H 
92,046 
90,668 

86,70{ 
86,787 •I 

85,208 

78,020 
74,833 
72,755 

7;;,847 
78,780 
78,680 

8.1,925 
86,530 
88;374. 

S7,4_25 
87,741 
83,905 

80,605 
77,589 
7-1,293 

74,58;; 

I 
)r1111il"i!~'il 

,\1Nr.'llb11 mid ()tfwr 
tl1,,•,•rn111cnt l'nhllc 
8l'('lffitl1..,. $1•,·uriti('i;, 

£'000. 
23,226 
23,{71 
23,:H-l 

.:?2,9:i7 

.:?2,59.t 
21,926 

2'2,770 
22,018 
20,610 

W;l84 
18,54-7 

"17,431 

16,722 
11,i,79,t 
14,583 

._., 

~ 

l4,3Ia 
J4,055 
14,162 

H,403 
14,350 
l!i,742 

13,399 

£'000. 
810 
819 
828 

826 
825 
82~ 

S19 
815 
811 

809 
0$2 
682 

0$0 
078 
676 

676 
6$1 
6S6 

686 
678 
678 

678 
77,652 • 13,232 677 
81,707 13,530 ;)8S 

(') Ste footnote(') to Tal,Je fl, l$ome of tli('!c l1t_'l.1rr..; rc1a1.,. to th(' cud or tht month, tmll :l?l" not :iwrnl;(H- for tht- month. 

!") Co1wrrted a.1 rntc of l.'Xcl1nni:::~ £,\. 12J .,. J::Stg. HMI. 

Ot11'°r 
5...,..ttrll!NI. 

.. 

£'000. 
-10 
20 

7 

s, 
~ I 
8 
8 
8 

8 
8 
8 

·r,1t:i.l. 

1~04-21-¼-
2:!) 

£'000. 
24.076 
24,310 
.:!-l,149 

23,790 
23,426 
22,756 

23,596 
22~84.9 
21,4~8 

.20,-000 
19•l3B 
1s:i20 

17,409 
16,4.79 
15,200 

14,097 
14,744 
14;85~ 

15,187 
15,045 
14,428 

14,085 
13,917 
14,120 

~ 
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Month. 

1036-January • · 
February • · 
iUnrch 

:,,.~1 
Juno 

July 
August .. 
Soptembcr 

October .. 
November .. 
n.c.xnbc, 

1936---Janunry · · 
• Februo.ry • • 

March 

-~ 

April .. 
May .. 
Juno .. 
July .. 
August .. 
September 

Oe!;ober .. 
November .. 
December· .. 

TA:Ot.t: 6.-NINE TBAD:tz;;O BA-~AtJs'l'ru.LIA.-Es:cLtT.Do;"O ColOIO~"WEU.TlI BANx or .A'CSTlU.LU-continued. 

ASSETS WlTmN AUSTRALIA AND LONDON FUND$-<m,linu<d. 
MONTJILY AVE.RA.Ol':S 0~ WEEK~Y FI09'B,ES {IN TllOUSA. ... DS OF POUNDS, AusTn.~ q,URREKOY). .. 

,\UlltailtUI 
SccuriUC\ 

J,eld to London 
{exprc,ciN!Jn 

Au1tmlbn 
Cnnenr:)·l~)). 

£'000. 
600 
612 
772 

635 
635 
635 

601 
63G 
/;32 

631 
362 
362 

714 
871 
908 

l,ll5 
1,187 
1,1~ 

J,201 
!,065 

843 

753 
753 
740 

2S 

&laJ>CeSdUC 
OU1er 

£'000. 
3,046 
3,083 
2,909 

3,023 
2,982 
3,610 

3,446 
2,937 
3,63¾ 

3,20.'j 
3,6!;1 
4,220 

3,561 
3,IU2 
3,781 

2,942 
3,:128 
3,293 

2,819 
3,lM 
3,IQI 

3,272 
4,191 
3,416 

26 

Tota\ 
IJquld 

Resources. 

(!0+23+ 
~-I+ 25) 

£'000. 
119,996 
119,951 
118.~8 

114,152 
113,830 
112,19!) 

105,663 
101,146 
98,349 

99,683 
101,929 
101,382 

106,699 
107,722 
108,329 

106,479 
107,000 
!03,248 

99,812 
96,863 
92,665 

· 92,685 
96,513 
99,996 

27 2S l " 30 31 

,\d,·:r.nccs, ntscounb. a.ud Other .Wets within Austrn\b (exclu1Uui; 
L.'\nded 30d House Property}. 

a'o~:~~:ii~. I .\d~~~e~.. J nPs~u'f!i'. 

£'000. 

.. .. 

.. 

.. 

.. .. 
·-., 
.. 

£'000. 
242,797 
243,162 
244,738 

247,448 
248,439 
247,964 

.250,64:9 
251,999 
254,044 

256,427 
2/i-1,885 
251,935 

262,381 
261,362 
252,279 

255,584 
258,784 
257,107 

260,010 
250,098 
262,226 

263,662 
261,236 
257,760 

£'000. 
2,581 
2,583 
2,555 

2,~6 
2,602 
!?!297 

2,621 
2,689 
2,820 

2,IU9 
2,99S 
3,043 

3,062 
2,971 
2,938 

2,654 
2,713 
2J792 

2,9'1 
2,942 
3,074 

3,091 
3,141 
3,098 

Other 
Items. 

£'000. 
1,802 
1,825 
1,896 

1,020 
1,907 
l,78!) 

1,667 
1,622 
1,636 

1,805 
1,979 
2,066 

1,819 
1,922 
1,807 

Total. 

(27+28+ 
:?0+30) 

£1000. 
247,180 
247,570 
249,189 

251,933 
252,848 
~2,020 

254,037 
266,310 
258,500 

281,0SI 
259,802 
267,044 

257,262 
256,255 
267,024 

~ ... 

~ ( 

1,409 259,737 
1,380 260,877 
1,275 261,174 

1,246 254,197 
1,230 264,179 
1,324 266,6!?4 

1,686 268,638 
),832 266,209 
1,899 262,'i57 

(l) C:on,·erted at. rate IJf e:xthangc £A. l!!;'; - £St$!. 100, 

1 

"" 

Tota\ 
C\lnent. 
-~-

(:?6+31) 

£'000. 
367,176 
367,521 
367,747 

366,08.'l 
306,678 
3M,219 

360,000 
357,456 
356,849 

360,664 
361,191 
358,426 

363,861 
303;977 
365,353 

366,216 
367,877 
364,422 

3M,009 
3B1,0l2-
359,289 

361,333 
362,722 
362,755 

g 

s 



TAUL& 6.-Nnn~ Tn,umm u.,~t..S-..\\."S'l'ft.\L(,\.-Excc.UDL\"G Co3J)JONW£Al,TU Uc-'l. 01,· AmrrRALL\-COn/irnud. 

ltATIOS. 
Mo~TllLY Av~RJ.t)l:S 011' WE&E.LY ~·1GURJ::S. 

" I M I m I • • ~ ~ a u • a « 

1'ot.&I 

llr1l0t<\t5 C:nh f.omlon l'iull, ~~,·ll~f: 
l>e)'Oills I ..,,,, 1 c11 .. J, 1,, AU11'-f;1IIA11 1,111~ 1-'unJ, Tre.uury Tc.ta! •r~bl Go,-i:~men~ 
llentlnp; Coh1llhd Am,_tndL:111 (.'vmnion• ,\IJ«lrnlL, l'rel\!11ry ·rre:1.•llf'" (e • .-dmUJjj; lJJJIJ :1n1 1Jqaltl Adt~nccs, )Jnoldp:l1,itc. 

I 
Jn.terett Dul\lon );ote!I we::ilth 111114 llllb • -~U!trnllnn l"]t11Jon lt\'40\ltN!!I &c. Securities 

lfonlh. nnnk ~c11rit\u,1) 1' 1111,t« held la 
AuMnU• 

~:::: i~~~I~. ]{~~::. i~~~f!. 1\~~~~~- i~~l~. ~~~lt!. i~~~if!. ~~~~~- L[ifi1Sl. i~i~. ~~1t:. 
J! 1:1 J.1 1<> 1& 1; 1s 10 2& :n 31 + :!:I 

10 JO 10 10 10 10 10 10 10 11 10 10 

~ 
Per cent. rcr cent. Per cent. l'cr cent.. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per ccnt. l?cr cent. oo 

10:W-Januury . . &l.07 0.70 6.00 9.03 J,1.72 8.27 22.90 8.70 3l.60 40.06 84.80 93.06 
February .. 63.83 0.04 4..GO 8.95 14.28 8.27 22.66 8.02 31.48 40.49 SJ.~ 92.09 
?lfo_Tch 63.80 O.G2 4.Gl 8.62 13.75 8.2i 22.02 8.90 30.08 40.00 85.IG 03.40 

"\pril 63.40 o.03 4.oo 7.0G 12.so 8.20 21.10 8.l:io 29.12 38.63 s<S.36 9-1.s1 
}.Jn.y 63.38 0.60 .4.82 7.75 ]3.23 8.20 21.5!? 8.34 29.86 38.72 87.00 95.06 
June 63.67 0.67 4.GO 8.35 13.63 8.17 2!.89 • 7.'71 20.51 38.30 87.19 95,06 

July .. 63.98 0.69 4.68 7.37 12.74 7.Si 20.61 6.92 27.63 36.83 89.96 98.28 
August .. 04.07 0.60 4.41 6.94 l!?.04 7 .!13 10.07 6.66 26.63 35.65 01.21 99.34 
September.. 63.01 0.68 4.36 6.06 11.71 8.(Y:I 10.79 li.05 25.76 34.34 91.48 99.00 

October 62.05 0.08 4.37 6.40 11.54 8.57 20.10 6.41 26.61 34.35 91.26 98.26 
Novcmbcl' .. 61.03 0.60 4.40 G.92 ]2.00 8.52 20.ti2 6.71, 27.23 34.74 89.BZ 96!47 
December .. Gl..tS 0.71 4,08 G.03 11.,1:? ~Ul5 Hl.77 7,,~9 27.~6 34.f,2 89.0G 9.5.33 

,. ... ,.. ""· 
-~ e t I 

1936-Jauuary .. 61.05 0.70 I 4.02 6.58 11.90 8.35 20.31 9.03 29.34 36.33 SS.89 M.91 

Fe!n·u.a.ry .. GO.SI 0,72 4.33 6.57 11.62 8.68 20.30 9.36 29.65 36.38 87.79 93.44 

Marc~ . : 60.97 0.60 4.10 6.07 ,10.~3 8.71 19.63 10.47 30.11 36.40 87.66 92.78 

April .. 01.88 0.68 4.16 5.52 10.36 8.67 19.03 10.88 29.91 35.0i 88,86 03.99 

May .. 02.27 0.70 4.40 6.60 10.00 8.60 19.4.0 10.71 30.11 38.U 89.62 94.58 

J'une .. 63.02 0.70 4.~ 5.8S /0.83 8.39 19.22 10.03 29:25 35.52 9!.04 08.22 

Jllly .. 63.80 0.73 4.38 5.72 10.83 8.40 19.23 9.12 28.35 34.66 92,93 08.2T 

Aug1,1st ., 63.83 0.71 4,l9 5.56 10.46 8.35 18,81 8,62 27.43 33.70 93.41 98.73 

S<ipt-0mbcc .. 63.59 0.71 • 4,13 5.63 10.47 8.37 16.84 7,56 26.39 32.49 0t.73 90.86 

Octob~r 62.93 0.70 4.ii 5.85 10.66 8.28 18.9,i 7.35 26.29 32.20 9,.\.70 99.66 

November :: 61.67 0.72 ·l.23 5. 72 10.67 8.17 18.84 7.90 20.74 32.77 91.66 96.45 

Deccipb<'l' •• 61.65 0.75 4.16 5.95 10.80 7.57 18.43 0.2,i 27.~7 33.37 88.99 03.77 

g 



TADLE 7.-T.n.t.DI.No lb."iJLS( 1}-.AtiSTAALU,-EXCLtJDI!iG CoID!ONW.EiltI'lI Billt o:, Aosra.u.u. 

QUARTERLY ASSETS AND LIABILrrIES IN LONDON 1N RESPECT OF AUSTRALIAN BUSlNESS.rl 
(In tbouaands of pound 

.-\Sttt,. 

l.ong Tun1 A~ts.(') 
Totnl 

()uartet }:ndedl')- U.ibllltles 
Short. (,xcludfn;: 
T,ntt 'fotal capital). 

. .\ascts.(1 1 ,\u5t.ra\lsn Ollu:r Tolo.l J.'5ets. 
Go"\"ernmenl Government. Other. l.oui;Temi 
Securities. S!lCurltles. Aasets. 

£ Stg. '000. £Stg. '000. £ Stg, '000. £Stg. '000. ~Stg. '000. £Stg. '000. £Stg. '000. 
}0.26-March .. .. 25,670 1,788 12,791 375 14,054 40,624 5,772 

Juno .. 25,834 1,720 12,951 381 15,052 40,886 6,785 
Soptcmbet" • • .. 13,003 1,130 10,96? 296 12,393 25,900 5,327 
December .. .. IO,!G6 835 10,007 230 11,171 21,327 7,321 

I02i-1\Iarell .. .. ]6,337 690 10,393 267 11,350 27,687 6,094 
June .. 18,011 649 10,131 316 11,096 20,107 7,414 
September:: .. '14,090 691 9,531 309 IM31 24,621 6,685 
December .. .. 17,513 666 10,672 351 11,689 29,202 6,857 

192S-March .. .. 30,370 745 14,242 855 15,342 45,712 9,154 
June .. 34,214 630 15,8.12 142 16,604 50,818 8,882 
S~ptember :: .. 22,235 655 14,161 216 15,032 37,267 7,415 
December .. .. 22,269 083 13,955 144 H,782 37,051 8,804 

1020-)fareh .. .. 20,049 789 13,332 202 14,413 43,462 7,908 
June .. 26,192 829 13,209 434 14,472 40.664 7,214 
September:: .. 13,278 875 10,402 403 11,770 25,048 6,596 
December .. .. '1,91}8 869 8,984 855 10,208 18,176 8,038 

1930--March .. lS,016 1,176 I 8,887 399 10,462 23,478 7,520 
June .. 17,058 1,601 9,871 283 11,825 28,983 7,23, 
September •. .. 14,04.0 1,684. 9,789 233 11,706 25,746 5,946 
December .. .. 12,126 !,310 8,929 330 10,678 22,70-1 6,921 

..lo ... ,,,. .. 
_,. "" ~· 

II-March 13,181 1,279, 8,316 377 9,969 23,160 6,293 

June 12,194 1,276 7,988 323 9,567 21,761 4,538 

Sep~mber : : 10,945 1,309 7,774 530 9,613 20,558 4,031 

;December .. 20,94.3 1,295 8,442 873 10,6IO 31,5Jl3 5,155 

32-:-Mareh 17,173 1,322 9,136 704 11,162 28,335 3,944 

Juno 13,257 1,310 9,491 384. 11,194 .24-,451 3,932 

September : : 7,834 851 10,200 462 11,513' 19,347 3,201 

December •• 11~354 476 11,152 371 11,998 23,352 3,977 

133-lfurcb 14,181 407 10,840 377 11,624 25,805 3,604 

June U,865 456 10,991 429 11,876 23,741 3,002 

September : : 8,496 405 10,642 543 11,590 20,086 3,!i85 

December .. 14,133 406 10,956 - 11,816 25,949 • 4,292 

)34-:-?\fureh JG,045 406 14,983 455 15,844 31,889 3,540 

Juno 10,812 383 15,970 749 17,102 27,714 3,153 

September : : 6.744 410 15,414 49S 16,322 !?3.066 4,187 

December .• 9,084 410 14,466 2S3 15,159 24,243 3,931 

035-:Match 12,019 628 12,170 263 13,061 25,080 4,137 

Juno S,941 520 12,464 308 13,'102 22,233 3,760 

September .. G,743 436 11,050 334 11,820 18,563 3,699 

December .. 9,618 302 ll,537 24S 12,087 21,705 3,093 

936-:Murch 14,618 726 13,293 277 14,206 28,914 4,008 

June 17,700 054 10,104 317 11,375 20,174 4,681 

September : : l!\234 674 9,106 373 10,153 22,3S7 4,430 

December .. 16,658 000 0,040 283 9,923 26,581 4,687 

•r;xce,.s 
ot .... ... 

om 
L!abllltl~ 

£Se~. '000. 
34,852 
34,101 
20,669 
14,006 

20,603 
21,603. 
18,936 
22,346 

36,li/lS 
41,936 
29,852 
28~167 

35,556 
33,450 
18,452 
10,138 

15,958 
21,649 
19,800 
15,783 

17,857 
17,223 
16,527 
20,398 

24,391 
20,519 
16,146 
19,375 

22,201 
20,739 
16,501 
21,667 

28.349 
24,561 
18,879 
20,312 

20,9-13 
18,473 
14,864 
17,712 

2-1,905 
24,403 
]7,951 
21,894 

(1) 1n ad,UUon to thr present. nine tr:ullnit t,:mk-1, the fl~res lnclutle Lnnllon fund, (p.trtly c:,tiro~ted) of the Auslrulllm B:iJIJ,: of Commerce, tho D:ink or ,·1ctort:1, \ht Ro)--nl 
(lank <'! Au!frnlia, n11d the Wc.!'tcrn .Au~lrnllnn n::mk unlil ll1elr nmnlio.rn11.tfon <ir nb'or1,tlon. • 

ft) Three l>rmb werl' 111111!1!0 to scp:i.tntt their total LJ)mtou {unU~ Into tllm-c In ,t.~pt:ct d J\ustralian 1,u~ineu nnd thO'!e In rt:!Jl('Ct. of New Zcnlond b111lnw. Jn thc:111. ~. 
If.. hns fern n~:<unml Ch:it lhc lt.lt.11 London rnnd."' are dlvldc,l In n11pro:dm:1tclr the !:'lffiC rroporUons as the tot.a.I bU5!D~s o! e11cl1 b.lnk ln ,\u~tr:ilb ond In ~cw Zealand. 'the 
nmount of J..on<lon furnlJ t1111~ cstimntl'd to 11r~c from Xew ZMl:mtl hu!flnc..~ hl1$: been tlctluctc1l from thl' totnl hy nddmg It to the :,,mount or llnbl!itles 1hown, 

~~t i~~ ~;·~:i~r~~ ;;,!~~; 1~~c~ot~~~~:: 0~2~!1fn~l~!?,-~~1!~d 'zk~~t~. 0
1fiJ~~ r;,u;r;i;mt!~. 'I~'sRSfnt:1~[P,!e~~~c 1;f:fr1b!~c

11
n'.~f'f:e~r t!e't~:::r;l~~?t-tcrm nnd long-term 

fs j'lll~tl} 0 '-"'t!Jl'hlt'tl. c•) ~ucl\ n-. u,on,,· .'\t e,'\11, nnu,h Trwun· MIi!!, 00!.lrt<'ff wld1 other h,"lnl.~, :ind bill~ rtcelvablc. :-.o-rE.-hl V\eW 01 U1e o,bn,-e 00\tt, lt \\1\) be !'.Ctn th:it tho ftll:Utt!, In the t11b1c·annot be reg:nded IIS oomplttcly :icetm1UI, but It b OOnAhltred th:i.t tl1t :.gi;rcg.,tcgivcs a 

{l\\~ly rlOlt a11proxlm11Uon to U1c correct totat :it. the end of lhc qu:irtcr. 

15 
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.sronm. 

1935--Jaouary .. 
F(lbrua.ry 
Mnrch 

:r.i1 

Juqe 
J"uly 
August .. 
September .. 
Oet(lbcr .. 
November .. 
December .. 

1036--JanutJTJ' .. 
February 
:Mnrch 
April 
1i!ay 
June 

Juiy 
Augll;St .. 
$eptembcr .. 

• QQt(lbcr .. 
No•cmber .. 
Dicembcr .. 

~;. 

'I'ADL"E s.-NL'i£ 'l'tv.DISQ Bxs..s--A\1$TllAI.I.-\.-ExcLUJlt!..C Co.MllO~WEALTJC BASK OF AusTR.-1.LT.\. 

MONTHLY ASSETS 1\N'D LL\BlLlTIES ni LONDON L."' RESPE.C'l' OF AUSTRALIAN BVSINE$Sl1l. 
(In thou.sands of zionnd-¥ Me>rU;ig}, 

,\sscU. !-----,------------------- -----
J.oQ:i Tum ,h. .. ~ts.P) 

Short 
'rcrm 

,\S~<'f.!f1). 

£Stg. '000. 
10,250 
10,SOG 
ll,83~ 
10,444 
9,78-l 
8,689 
6,041 
6,080 
5.~21 
6,65-l 
7,683 
9,530 

11,967 
12,548 
14,725 
15,007 
17,506 
11,195 
15,389 
14,172 
12,168 
11,Wl 
13,761 
17,480 

Anttrnllrm 
Covtftlllltut 
Sccurltle.-. 

£S•s• ·ooo. 
400 
410 
G\7 

508 
508 
.:;os 
481 
429 
426 
425 
290 
290 
572 
697 
727 
Sl)2 
950 
955 
961 
&2 
674 
603 
003 
600 

OtMr 
G•►'-'tffllllet,t 
s«lirll!C/1. 

£Stg. '000. 
12,563 
12,388 
11,710 
ll,97~ 
JJ,901 
11,582 
ll,039 
J0,188 
10,309 
10,795 
10,00j 
19,GQS 
11,608 
12,163 
12,690 
12,877 
10,765 
9.166 
8,394 
8,340 
7,732 
7,565 
7,609 
7,711 

Uthtr. 

£Stg. '000. 
170 
l7l 
159 
l7l 
160 
20,'> 
220 
21• 
231 
205 
168 
144 

164 
146 
174 
202 
187 
214: 
267 
292 
270 
228 
139 
ISO 

Tot.nl 
J.on,:1·~rn1 

..\"3~1.J. 

£Stg. '000. 
13,133 
12,960 
12,565 
12,057 
12,020 
]2,~95 
11,740 
J0,881 
11,020 
ll,42G 
ll,365 
IJ,03!) 

12,422 
13,008 
13,591 
)3,97] 
11,902 
10,334 
9,622 
9,484 
S,670 
8,396 
8,351 
8,491 

'l'<>t..,l 
,\1,cl,1. 

£Stg. '000, 
23,383 
23,S35 
24,387 
2a;101 
22,413 
20,884. 
18,081 
17,820 
16,353 
18,070 
19,0lS 
20,669 

24,389 
25,556 
28,316 
29,578 
29,408 
27,~29 
25,0II 
2.1,056 
20,8¥ 
20,337 
22,112 
26,971 

'fotru 
J.J::iWl!Ut=i 
lt..1-cludlug 
~"fll~I), 

£Sig. '000. 
2,703 
2,551 
2,83~ 
.2,601'1 
2,607 
2,545 
2,502 
2,422 
2,472 
2,991 
3,221 
2,987 
2,901 
3,035 
2,902 
3,250 
3,491 
3,500 
3,308 
3.295 
3,153 
3,06-0 

. 3,161 
3,543 

}t'CC~ ., , ... ~ 
01-~r 

1.b.bllltltf.. 

iSli;. '000. 
20,680 
21,284 
21,GGl 
20,492 
19,906 
18,330 
16,179 
16,308 
13,881 
15,088 
15,827 
17,662 
21,488 
22,521 
~,324 
26,32S 
25,917 
23,969 

21,703 
20,861 
17,691 
1'1.277 
18;961 
22,428 

rtspeci of :1~~t1\o~tt1,~~~r:i~b=~ ~~~~1c
0fifx~~~:nl\dnrf:'~w l:.~r.e ~ 

- r,y g,ddln!J Jt to the aIDQullt. of lfrlbllit!es thOW'D. 
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TABLE U,-'t&AntNo llAHKS-AUSTR.\l,lA. 

l'EI\CENTAGE OF i~~A1uMlJ.tr~if: itii: fo~~?~~~1fo'. OF INTEREST t,.T 

No intoreat. charged{') 
Undcr31 . . , • 
31 and undor 3f- •• 
3f aod under 41- • , 

6¼ 
61 
5¾ 
0 

Tota), 4 4nd undor 

Total, 5 a.ml undor 

Totnl, 6 n.nd under 

Total, 7 1md under 

7¼ and under 7f , . 
7¼ and undor 81- .• 
Sf and over 

l'or ooni, 
0.71 
0,0!) 
0,02 
0.03 

0.66 

0.00 

0.02 
0.30 
0.01 
3.43 

4.76 

o.74 
20.6~ 
2.00 

47.00 

76.07 

20.03 
3.00 
0.01 

Porunt. 
o.74 
Q.12 

0.80 

0.10 

l.05 

0.05 
0.08 
o.oo 
4.70 

0.60 

2.31 
10.27 
3.57 

20,14, 

48.20 

41.17 
J0.12 
0.4~ 

For cent. 
1.02 
1.01 
0.39' 
2.06 

5.08 

0.89 
3.32 
3.80 

08.23 

81.38 

0,4! 
8.18 
1.15 
2,82 

00.04 

0.02 
Q.M 

JOO.OD 

100.00 

:Per cont, 
1.50 
1.03 
Lil 
1.74 

n.38 

-1.22 
2.74 
4,13 

48.23 

6).09 

20,03 
11.58 
3.04 
2.00 

00.85 

0.10 
0.05 

100.00 

100.00 -
Tot.al, o.U rnte.s 100.00 l---·l-~-+---+---100.00 

Ava.r11go rato chart;cd tm totl\l 
advo.nccr.t') . . • • 6.93 7.12 .J.02 .i.oo 

}~\ t~: t:•g;:;1t~?l U10 totlll ls tor :J0U1 Ju11r, Ult' rcm.1l111t~r 
0
\lclnl!' ~h·cn AA nt. lhncl1 <>t Ck~I. 

i:~ ~~::l\~nt.t~e~~• '1ntere1>t. Wl\l chhf\ttd In 1my 11,,ttkttl:\r ~'C:U (11,ej riot ltl"CCMnlllf lmpl)• l)1,'\\, lhc 
r\~ht to c!Lnr~o lntcrMt WM per1111mcntlr nbando11erl, ht mJnY C.'LiCS the rli;llt Ii r1it.nlnctl to ch11ry1J 
lntet0t. to t.hu tLCCOUllt. at " rater <lAl.e. (') 'J'hc!e nvcragc., dn 11ot-!)~reo exactly with l,ho~r IIK>,,·11 Ju co\unm l of Tl\hfo O, Jl:lrtly IJec:tuS(' the 
pcrlodii covcr«l nrc not ldcnUct.l In tile twr, t..'\\1\l'!!I, nn<I 111tth' l'l?Ci\u~e tll(lire.i fmm flflt! or two IJ11.1kt 
wrtc not. l\\'llllnhlo (nr, lrtclutlOII in t.h!, fable. • 



31G 

'l'ADtJI 12.-Norn Tu.nfflo BAns-AuSTJW.?~-

RATES OF INTEREST CHARGED ON LOANS AND ADVANCES AT 31ST 
DECE!ffiER, 1930. 

lblo ot lnt.rrast. Chugcl!-l'cr cont, ,\mouut. of Lonu-s l'crcenl.t\go of 'l'Ot.'\l 
JN?rnuun!ll, or,\d\'AllCCli. T.o:iui1 or ,\dvnnce,. 

£'000, Porccnt. 
No interest obl\rgcd(l) 9,442 3.01 
UndcrSI- .. .. 690 0.34 
3¼ 722 0.2s 
3~ 2,821 1.08 
3f 1,363 O.G2 
4 2,716 • 1.04 

Total, -l nntl under .. 17,952 0.87 

4¼ 3,512 I.BG 
4~ 8,244 3.10 
4} 7,108 2.M 
5 30,640 11.78 

Tota), 5 ond under G7,GJO 26.84: ·~ 81,277 31.ll 
S! 00,852 34.77'. 
.;, 0,20S !.1.52 
G 11,7S0 4.Gl 

'l'otal, 0 nmt under 200,630 o~.w 
o; 800 0.ll 

~t 324 O.J!? 
30 0.01 

7 9 

Gmnd Tot:11-o.ll r11.t:.es 201,302 100.00 

A~cro.go mte chnrgcd on toto.l lonn& or 
ndvonccs s:01 

'V 

, 

..., 
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TAnL~ 13,-Tiu..l>tNU .BA.N'k8•-AntllAL1A., 

CLASSrnlOATION. OP INTEl<EST,IIEAl\lNG DEPOSITS ACCORDING 'l'O 
TEl\l[ 01•' IJBPOSC1'.t 

1926 
1027 
1028 
1020 

1030 
1031 

'1032 
1933 

3 monU~ G mouth~ l'! 11\t>llllr. j . • 
1

1 
lllltltmtltt 1\1\llundtr l\Ul\'11\\•h•( • .imGn IJ 
Omonfltll, l!!montht, !!•lmuul!l•,, imtlovcr, j 

l • l 
AJtoUNt' OP DEPOSITS,, 

£'000. £'000. £'000. £'000. 
2,S00 9,103 20,076 100,(174 l 
3,020 '1,021 20,&Stl lOJ,016 

• 5,0-15 7,000 2.3,4'1S 113,078 
8,177 7,019 25,'~JO 125,022 

ll,201 10,027 20,301 110,535 
13,0SO 16,3$ '10,829 98,257 
10,01!! 10,803 ,lS,834 95,034. 
8,890 lS,~3:t 49,3..'J.Jj 05,2•J-7 

8,608 20,1;0 47,303 102,lil6 
102,038 

£'000. 
138,842 
143;100 
152,131 
l00,048 

107,74'1 
l<lS,401 
174,343 
171,10\ 

JiS,882 
IOS,200 l 

£'000. 
10,406 
11,370 
10,•140 
9,017 

0,314 
8,0GO 
8,867 
0,12G 

10,346 
ll,036 

1'olnl 
hc)'lt'\t.• 
,1r-11rlnl! 
T11teru>1!. 

£'000. 
149i39i 
166,076 
162,677 
17G,06/'i 

177,058 
1'17,l!il 
183,210 
181,427 

IS0,22'1 
170,335 1034 

1035 
1\lllG 

6,12G 
6,329 

17,002 ·12,634 
18,830 44,704 00,133 100,30. l:---1---11,040 177,441 

P£1tOZSTAO& OP TOTAL r.( EAOU C!.A.ss, 

Pc~ cculi. ,Per cont.. Fcrcnnt. ],er cent. , 'Per cent. Fe.roont. J!erccnl, 

1020 .. 1.0 li,2- 17.5 67,•1 93.0 7,0 100.0 

1027 .. 2.:J r,,o 17,l os.a 1 02. 7 1.a 100.0 

1928 .. 3.7 ,l,7 JG.'i lm.5 93.U 6.4 100.0 

1020 .. 4-. 7 -1.0 u .. , 71.8 04.9 ti.l 100.0 

1030 .. 6.4 5.0 16.6 05.S O.t.i G,3 100,0 

1031 .. 7.4 -9.2 23,0 U5.t.i ~-1 ·.U.1 100.0 

1932 .. 5.S 10.8 26.7 61.9 Ou.2 ·1.8 100.0 

1933 .. 4.0 10.0 27.!? 02.j !H,O 6.·1 100.0 

!?5.0 (i4.:? ! O•I.G 
I 6.0 100.0 

l!l'J< " 
{.O 10.1 

103~ 2.8 9.8 23.S ;)j,.f: 03,8 I 6.2 100.0 .. 03.S 0.2 100.0 
1036 3,Q. 10.0 !?0.2 (,-1,,.t .. 

I I 
" "'' ; ~::l~f~fflf!~:llt;':~• ;~~~I~~~~: i;~~~~::rit~~::l:;~.r\ \\1lh any O( Ulfl llfHI ~ t. 

: :10thJuuc, or11c:iro.(f,Ji.1l11ut111111111tl', 



1026 
1027 
1928 
1920 

1030 
1031 
1032 
1033 

1034 
1036 
1930 

1920 
1027 
1028 
1020 

1030 
1031 
1032 
1033 

1034 
103G 
IOSG 

.. .. .. .. 

.. .. 

.. .. 

.. .. .. 
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TAnr,11: 14.t.-Tn.\DDlO BA.z,,-xa•-Av&l'BA.LU.. 

CLASSIFICATION OF DEPOSITS ACCORDING TO S!ZE,t 
DEt>OSITS BRAlUNO INTEREST. 

£'000. 
28,433 
291110 
31,176 
33,020 • 

34,684 
37,188 
36,851 
35.802 

34,433 
32,054 
30,6~1 

,w, 1.£1,001 "' .. !1,000. 1:3,~. 

I 

n,001 
to 

£6,000. 

.,Al!Olfli'J:" OY' DEl'OSlTS, 

£'000, £'000. £'000. 
23,030 20,068 10,000 
24,074 31,050 11,088 
25,608 33,765 12,B65 
27,752 37,154 1.4,302. 

g::~~: 37,473 14;172 
37,673 13,601 

28,688 37,4Gl 14,070 
27,002 36,330 13,768 

2(}.862 36,200 14,382 
26,844 30,068 14,0IG 
25,658 35,069 13,012 

.t&,001 
to 

.CI0,000. 

£'000, 
11,301 
12,001' 
14,003 
lMU 

14,607 
13,734 
14,057 
13,033 

14,014 • 
16,170 
14,163 

J.>SROENTAOE Ol!' TOTAL n. EAcn CCASS, 

Percent. Pereont; .Porcont. Percent. Percent, 
10.0 15.4 10.4 7,3' 7.6 
18.7 16.5 20.0 7.7 8,3 
19.0 16.7 !?0.6 1,8 8.6 
19.0 16.7 20.9 8.1 8,7 

10.4 15.8 .21.0 7,0 8,1 
26.7 lG.7 21.0 7.7 7.7 
20.2 JG.4 20.0 7,7 8.1 
10.7 15 . .2 20.0 7.U 7,5 

18.1 14.l 10.0 1,G 7.8 
17.G U.2 10,3· 7.7 8,S 
17.0 14.3 !?0.0 7,8 7.0 

Over 
£10,000. 

£'000. 
40,004 
4fl,367 
4fl,3«0 
49,018 

40,6ti2 
48,765 
50,879 
64,085 

03,773 
60,800 
60,160 

"Percent. 
31.4 
20.8 
28.3 
27.6 

27.8 
27.2 
28.0 
30.0 

33.6 
32.9 
33,0 

£'000. 
140,744 

, 165,668 
103,843 
)77,320 

178,686 
178,050 
181,006 • 
181,010 

100,673' 
181,060 
170,423 

-

Percent. 
100.0 
100.0 
100.0 
100.0 

160,0 
100.0 
100.0 
100.0 

100.0 
100.0 
100.0 

lum~~foo trndln" tlimb, lucJud/ri~ /mnke' s11U,cq11cntlr ,111111lg1unMud wltli imy of tl!o 1irl'l!cmt. nine 

t ~'IJ,turc,i ror every ycnr nre 11:1.rt[y eitlmnh:d. ' 

111'J1~~l!i,11~iJ~.~~~r~:~1

~~

1
~~

1
~clly with lltMf! II\ 1'nUlo 13, l~lllSO U1ry 110 not ln,n\l ('a.~ 

,,. 

I 

t 

!026 
lOll'I 
1028 
1020 

1930 
1931 
1032 
1033 

1034 
1936 
1930 

1026 .. 
l9ll7 .. 
1028 .. 
1920 .. 
1030 .. 
1931 .. 
1932 .. 
1033 .. 
1034 .. 
1936 .. 
1036 .. 

319 

'l'.tur.s 14:n.-Ta .. unNo DANx.s•-AvnBALU. 

CLASS!FlCATION OF DEPOSlTS ACCORDING, TO SIZE,t 

£'000. 
40,038 
38,460 
38,623 
37,600 

33,641 
31,0()1 
31,838 
31,320 

33,608 
35,141 
30,001 

Percent, 
36.l 
36.7 
36.0 
35.2 

37,7 
38.4 
37.6 
36,3 

33.8 
33.6' 
34.4 

DEPOSITS NOT BEABtNO lN'I'EREaT. " 

.£),001 £3,001 

"' ' "' £3,000, L:l,000. 

AMOtmT OF DEl'0SlT8, 

£'000, 
16,116 
14,002 
14,182 
18,760 

10,667 
0,726 

10,118 
10,351 

l2,1'1Z 
12,0391 
13,881 

£'000, 
21,061 
20,100 
10,763 
18,IJ,U 

14,678 
13,000 
13,014 
14,GOS 

10,810 
10,067 
10,614 

£'000, 
'1,727 
'1,081) 
7,333 
7,211 

4,045 
5,067 
G,GIG 
li,321 

7,085 
7,529 
7,006 

I 

£5,00.l 

"' £JO,OOO. 

£'000, 
9,040 
8,a<H· 
8,179 
7,631 

5,801 
5,101 
5,700 
O,OS3 

7,310 
8,4.42 
7,717 

P&ao£NT40E o, To-r.u. IN E£.oit Cusa. 
Percent. Percent. Percent. Percent. 

13,2· 18,4 6.8 7.9 
13,G 18,6 0.6 7,7 
13.2 18.4 6,8 7.6 
12,0 17,8 6.8 7.1 

IJ.O 10.5 6,6 6.5 
12,0 16.2 6.3 0,3 
11.0 10,4 6.6 0.8 
12,0 16.0 a.2 7.0 

12,S 17.I 7.2 7.4 
12.4. 18.2 7,2 8.1 
12.0 18,3 7,1 7.2 

Hvcr 
il0,000, 

£'000. 
21,216 
10,301 
10,470 

. 21,662 

10,604 
16,797 
19,723 
18,602 

21,0oz 
21,450 
21,572 

l 1crccnt, 
18,6 
11.9 
18,1 
20.2 

21.0 
20,8 
20.0 
21.0 

22.2 
20,6 
20.1 

•rota\, 

£'000, 
114,206 
107,050 
107,440 
106,704 

89,136 
80,101 
84,907 
86,276 

08,070 
l64,G77 
107,351 

l'crccut. 
100.0 
100.0 
100,0 
100.0 

100.0 
100.0 
100.0 
100.0 

100.0 
100.0 
100,0 
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TAnLJ-: 16.-N.i:n: TiumNo lJ11.NKs--Av81'RAr.u. 

' ,. CLASSIFICA'fION OF INTEREST-BEARING DEP.OSITS, ACCORDING TO !\ATE 
OF INTEREST PAID, AT 31ST DECEMBER, 1036. 

1lc[l(Hit:1n.tColl, Totnl llopc»1li11Ucnt1111; J.'l~c11DoJIOII\U, llMrlngJnt.crcst, JnterC!tt. Jt111.tiotinkr~1 
J'nld-l'crcant. 

Jl(!rtmmnn, 
Amuuut, Portent. ,\lllQllllt l'crccnt. Amount l'cri:m~. £'000. QfTot.l. £'000. Of'.l'otal. £'000. utT,1:../, 

I 2!14 0.17 :1,097 29.4l ,,.101 1,88 

lt 48 0.46 48 0,03 
0,01 1,086 10.30 1,004 0,01 11 :150 :1.41 369 0.20 

2 7,682 4.46 905 8.60 8,487 4.69 2¾ 8,974 5,2i 19 0.18 8,003 4.97 ;t '70,816 41.59 087 5,67 71,403 30.40 36;824 21',63 003 0,43 37,817 20.9! 
a •J5,ft41 26.75 304 3.74 45,035 25,41 3! 23 0.01 I 0.01 24 0,01 3, 70 0.04, • 308 2.03 378 0.21 3!' 02 0.04, 62 o.oa 
4 70 0.04, 1,079* 10.25 l,HO 0,64 

oo• 0,63 66 0,04 

1,588• 16.08 1,588 0,88 
To~l-

AllRatos 110,205 100.00 10,629 100,00 1811,7/ll' 100.00 
A,·erage·Rat:e of 

Jnteree-t Pnid 2.06 porcon.t. 2.66 per cent. 2.86 por cent; 

•· Thcso nmouDtll nrc mulul)' olllcrn· JiroYldenL iu111) deposit& anti OtllPr lntcm:ll ll.~'t:Ou11\5. 

·-• 

,., 
_)-

J1·,2os1.-11 
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T.d.H 17.--COKIIONWtiLTB BAlOt ilD Nma, Ta,J)?MO ~~. 
BANK CLEARINGS AND BANK DEB!TB. 

Average '1';;fuk~c!?~~t~t_~eblte to 
,\v~w.~ r:,e~i;~1:.: of 

cteiired(1}-Sls. canlt.al Cities. 

Tol,I 

Month. 
nxel11dln~ 

Debit.Ito ·rot.at Special 
llehll5to Tot.a,\ '1'nM&C.tlOnt1· 

l"rlvAlti· Government Debi~. -Clculngii, 1let11.tJn1tt.o 
Accoun11, ,\OCOUnt1: TrCMllyY 

D11h. 

£'000. £'000. £'000. £'000, £'000. 
37,0(9 3)·,061 

193s:-January .. 64~ 45,985 100,287 
(4,211 37,lll. 

February .. 63,719 65,112 118,831 
41,196 98,164 

.Morch .. 63,016 48,021 108,630 

tr.;' 66,654 42,931 90,585 39,364 33,988 .. 
110,444 43,209 36,539 .. 61,607 • 54,837 
12~,512 44,390 sa;aoo 

June .. 64,340 5S,172 

July 68,000 46,098 104,704. 40,808 30,271 . .. 
67,858 4'1,296 106,164 30,606 32,982 

August .. 
106,114 40,867 36,204: 

September .. 64,485 41,629 

October 67,201 47,391 1141692 46,664 40,600 .. 
60,854 51,740 121.504 481108 41,423 

November. .. 130,252 48,187 43,092 
December .. 72,'139 57,613 

60,985 4B,200 107,171 38,383 32,416 
• J93o-Jonuary ... 

126,642: 46,605 40,800 
Februnry .. 72,016 63,620 

44,740 40,304, 
March .. 70,397 43,650 114,047 

.April 64,087 52,626 116,013. • 42,711 35,886 .. 
60,226 62,132 121,357' 44,419 38,342 

)foy .. 42,835 37,764 
Juno .. 66,105 62,232 128,307 

July 67,361 46,089 113,390 4;4,904. 39,099 .. 40,014 35,167-
Augmt .. 62,817 40,238 103,115 

41,93'1 36,372 
, Sept.ember .. 66,090 46,994 lll,084 

Ootober 72,073 63,107 12.S,270· 48,727· 42,637 .. 
47,692 123,743 60,072 (4,910 

November ... 76,051 60,471 44,058 
Deoetnber .. '17,620 69;430 137,059 

ustrallan St.otbUni. t•) Souree-Quartal,: Summary of A 

• 
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TAUL:& 18,-NOT.t· Iesvr-Au~lU.Ll.6.. 

AUSTRALIAN ?!OTES· HELD BY ,IJANK8 AND BY PUBLIO, 1026 TO 1936, 
(Qua.rtorJy e.voragoa or wookly llguro11.) 

Qu~rcnded-
Comtuom,c:1JU1 Otherl'cr,ions T11t.alNote Dank of 'J.'rndlnl(llRnk.9. Snvlnltl'llt.nl.::5. 

Auatrnll~ . or Institutions, Issu.,. 

£'000. £'000. £'000. £'000. £'000. 

1926-?iraroh .. 7,467 21,046 630 24,838 53,800 
June 12,169 10,603 607 24,721 63,800 
Soptombe

0

r 9,560 17,020 565 I 24,365 51,50G 
December 7,091 10,107 646 !?0,057 49,890 

1927-Maroh .. G,846 18,50G U03 2G,004 50,008 
Juno 7,020, 14,747 686 26,041 48,803 
Soptembe

0

r . 7,665 14,800 612 26,320 48,303 
Dccombor 5,922 16,797 570 20,473 48,702 

1928-Marnh .. 4,033 10,959 673 26,767 47,32:? 
Juno 4,439 14,028 688 26,761 4.J,800 
Soptom~r 4,036 13,072 011 26,070 44,207 
Dooember 3,731 10,282 681 2G,O.i7 46,IHI 

1021)-llfluch .. 4,028 13,022 740 27,006 40,095 
Juno 4;220 12,727 038 25,510 43,101 
Soptombe~ 4,179 13,039 082 23,337 41,837' 
Decombor 4,161 12,007 GO! 26,553 43,212 

1930-Ma.roh .. 4,960 13,432 667 24,160 43,005 
Juno 5,700 14,428 679 23,700 44,607 
Soptcmbc'r 0,908 14,686 830 22,448 44,772 
Decomber 6,071 14,642 1,311 23,639 45,503 

1931-Maroh .. 6,060 16,640 1,809 23,108 46,077 
Juno 4,144 19,124 1,004 24,858 49,730 
Soptcmber, 4,048 20,410 . 1,378 26,687 51,623 
Dccombor 6,041 18,070 1,310 2G,470 52,400 

1932-A!tlrt>li .. 5,717 19,103 J,399 20,008 02,22; 
Juno 0,038 18,894 1,202 25,701 52,015 
Soptcmbo

0

r 6,546 17,260 1,269 :?4,004 40,600 
Decombor 6,784 10,003, 1,210 :?5,633 40,130 

1933-'Mnroh G,300 10,620 1,263 24,900 48,09:? 
June, .. 6,614 10,070 1,259 24,017 47,86ft 
Sept~bor 5,354 IG,902 1,273 24,432' 47,051 
Decomber 4,714 16,UO 1,270 26,603 47,600 

1934-Maroh .. 5,241 15,633 1,200 25,242 47,282 
Juno 6,4.00 13,443 1,28,0 26,486 46,009 
Soptemb~r 5,910 13,006 1,300 26,688· •16,473 
December 6,078 14,231 1,207 27,444 48,0::m 

1035-Mnroh .. 6,395 14,202 1,286 26,584- 47,407 
Juno 6,020 13,010 1,289 27,430 47,358 
Sopt-Omb;r 6,609 12,000 1,321 27,265 47,046 
Dooembor 4,726 13,020 1,328 28,807 47,040 

1986-~foroh .. 4,877 13,062 1,300 28,171 47,410 
JunQ· .. 6,201- 12,4-78 1,311 28,616 47,60tl 
Septomber 5,370 12,187 1,381 28,151 47,030 
Decombor 4,329 12,217' 1,280 20,006 47,731 



TA:B~l$ 19.-CO:til(QNWEAJ:~n D.und 1) .A.ND 'l,'B4DtSg BASKS. 

HOL!) AND LONDON FUNDS OF TIIE AUSTRALIAN BANKING SYSTEU-JUNE, 1926, TO J;>ECEMBER, 1036. 
(In millions of pounds sterling.} 

Gol<I In ,\u~lmUA (') 
J.omJon Fund., (c.,:rJodlng AU!trnlla!t Tow Gold In AUttralJ:I Md Lornlon 

Sccurttlcs held ID !Andon). 
(Qtuutcrly A ,·ern~c:o). (Ah?d of Quarter). • 

F11nd,:. 

Qua~wr ended- I ---
Common• TD.ding 

C'ornnmn- l'r.tdln.; 
Comman. TNJ!ug 

wultll 'l'otnl. wealth Tol.:II. wc.,Jtb Total 

D.ink.(1) 
ll::lnks. Illlnk.(I) D:mka, Bllnlc.(1) ll3nl.:!I. 

£Sig. m. £S1g.m. £Stg.m. £Stg.m. J!.Stg.lll. £Stg.m. £Stg.m. £Stg. m. £Sig. m. 

1926-Juno 31.9. 24.4: 50,3 .8.6 32.4 41.0 40.G 63.8 97.3 

September 25.5 24.4 49.9 12.0 19.5 31.5 37.5 43.9 81.4 

• Dcccniber 22.l 24.8 48.9 13.0 13.2 26,8 35.7 38-0 73,7 
"' 

1927-Ma.roh 22.2 25.0 47.2 11.2 20.0 31.2 33.•I 45.0 78.4 fl: 
JODo 22.2 24.l 46.3 9.1 21.0 30.1 31.3 46.l 76.4 

September 21.2 23.8 45.0 9.8 18.2 28.0 31.0 42.0 73'.0 

December 20.9 23.8 44.'i 13.5 21.7 35.2 34:-4 45.5 79 .. 9 

1928-Marob 21.5 23.7 45,2 10.4 35.8 46.2 31.9 69.6 91.4 

Jnne .. 22.0 23.5 45.5 11.5 41.3 52.8 33.5 64.8 98,3 

Sept-ember 22.2 23.6 45.8 22.4 29.2 51.6 44.6 52.S 97.4 

December 21.7 23.7 45.4 22.2 27.6 49.7 43:9 61.2 95.l 

:1929-Marob 22.2 23.6 45.8 19.l 34..8 53.9 41.3 58.4 99.7 

Juno .. 22.3 23.0 46.3 17.0 32.6 49.6 39.3 65.6 94.9 

Septe?tber 23.6 21.6 46.l 11.6 17.6 29.1 35:0 39.2 74,2 

December 21,3 19.1 40.4 11.2 9.3 20.5 • 32.5. 28.4 60,9 

1930-ltforch 22.6 12.4 36.0 4,0 14.8 18.8 26.6 27.2 63.8 

June .. 21.2 2.6 21,8 9.2 20.0 29.2 30;4 22.0 53.0. 

September 20,l 0.7 20.8 7.9 IS.I 26.0 28.0 18.8 411,8 

Drcember 15.9 .. 15.9 9.5 14.6 24.0 25.4 14.6 39.9 

,. ,. ... 
> ,,. . \ "' 

1031-Morcb 16.3 }6.3 4.4 16.6 21.0 19.7 16.6 30.3· 
JOIJe .. 14.9 14,9 -1.7 16.9 20:6 19,6 .16.9 35.t; 
September 11.7 11.'i 3.6 15.2 18.7 16.2 J5.2 30.4 
December 13.2 13.2 8.1 25.1 33.2 21.3 25.1 40.4 

1932-Mlll'Ch 13.9 13.9 18.1 23.l 41.2 32.Q 2s.1 QG.l 
June 13.6 13.6 9.5 19.2 28.7 23.0 19.2 42:.2 
Scptemb(;r 12.2 12.2 12.3 16.3 27.6 24.6 15,3 39.8 
Decem~ 12.0 12.0 16.4 18.9- 34:3 27.4 18.9 46.3 

1933-}Iarch 10.8 10.8 23.4 21.8 45.2 34.2 21.8 56.0 
June .. 1.0 LO 28.7 20.3 49.0 29.7 20.3 50.0 
September 
December 

29.9 16.l 46.0 29.9 16.l 46.0 
32,l 21.3 53.4, 32-1 21.3 53.4 

19~?aforch 40.3 27.9 68.2 40.3 27.9 68.2 
June .. 43.8 24.2 68.0 43.8 24.2 68.0 
September 
December 

40.6 !S.6 69.0 40,6 18.5 59.0 
32.l 19,9 52,0 32.1 !9.9 52.0 

"' 1935-1\faroh 26.9 20.3 47.2 26,9 20.3 47.2 
.. 
"' June .. 25.9 18.0 43.9 26.9 18.0 43.9 

September 
December 

~2.0 14-4 36.4 22.0 14.4- 36.4 
23.l 17.4 40.6 23.1 17.4 40.6 

1936-l\[arch 21.9 24.2 46.l 21.9 24.2 46.1 
June .. 
September 

.22.9 23.6 46.4 22.9 23.5 46.4 

Decerober 
23.Z 17-3 40.6 23.!? 17.3 40.5 
23.~ 21.3 44.6 23.3 21.3 44.6 ·' 

( 1} 111cludloJ Not.e IRSua Dcgartmcnt. • 
Mtu ~~~~~~\ei,.t'i~~ ~~n.~ l~~L.::~~d1~/:~Tt,~~-t~J~~b~,. i'!!!/1~~i':u-!~M~N:.;1,;,5!~1~[

11
~a,11~~l,1~r111~J~f~11>cr, Hm, f'.litimalcd from the nt'ttaire pri« of ,old. Gold htlrl 



TAll.LZ 20.~AuSTlULtl.-Au. CH!:QtrE-P.LYINO B.uru. 

AVERAGE LlABWTIES AND ASSETS WITHIN AUSTRALIA. 

Llo.Ullltlcs. 4'13flt&. RaUOI. 

Quarter 
Common• Advances, Cofnand Deposlta Adunci:a, 

ended DePo-~it.1 30tbJm,~. Deposit, Total wealth Grllud Ad\·ances, Govern- cte.,ptu.s »uWon llwlng Dlu,ounta, 
Not ment.and Oovtr-o• Coln and Auattallan Interest- &c., 

DMrlng llell?lng Tmdlng Sa\1Dgs Total Dbcountl, :Munlcl}W ment.aod BnllJon. Not4::S'., plut t.oTnt.51 to Total 
l~ternt.. Tnfett'llt. Dtfl0$1ts. Bonk Depo11\ts. .... SecurUltl!!. ~J:c~ Awtraliln Tl-adlng Thdlnit 

-•~-
Notti, I>epoalta. Depoalte. • 

£'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. Per cent. Per caat, 
1001 .. 54,020 37,458 01,487 .. 91,487 93,710 . . 93,710 19,781 .. 19*781 - 69.1 102.4 

l~ ., 55,708 37,728 93,430 .. 93,436 94,016 .. 94,016 21,076 .. 21,076 69.6 100,6 
.. ~,701 37,050 01,757 .. 91,767 93,301 .. 93,801 20,022 .. 20,022 69.6 101.7 

1904 .. 55,918 36,680 91,648 .. 91,648 87,705 .. 87,705 19,358 .. 19,358 61.1 95.8 
\90S .. 61,~99 36,848 as,143 .. 98,143 85,766 .. 85,766 21,400 .. 21,490 62.6 87.4 

~ 

1006 .. 65,479 41,036 106,616 .. 106,615 87,889 .. 87,889 22,681 ., 22,681 61.6 82.6 
1907· .. 05,017 46,781 112,608 .. 112,698 94,990 94,990 23,711 ., 23,711 68.5 84.3 
1908 .. 67,670 46,015 118,6g-i. .. 113,604 100,844 803 101,64-7 24,932 .. 24,932 69.5 88.7 
1909 .. 70,046 46,813 117,758 .. 117,758 94,608 3,874 .98,481 26,298 .. 26,298" 60.2 80.3 
1910 .. 74,657 55,234 129,801 .. 129,891 97,080 4,202 101,37)? 30,150 .. 30,160 s,.5 7(.7 

1911 .. 81,220 62,227 143,447 .. 143,447 108,679 9,601 118,179 33,471 3M71 56.6 -76.7 
1912 .. 84,308 65,400 149,807 2,400• 

149,807 118,973 4,780 123,703 28,6S6 5,436 34,121 56.3 79.4 
1913 .. 85,415* 62,018 147,428 149,828 113,481 • 5,438 118,919 31,252 4,SM 36,100 67.9 77.0 
1914 89,395 70,195 169,590 4,265 163,855 115,508 7,377 122,886 36,410 5,037 41,447 66.0 7~4 
19_1~_. :: 92,796 75,~~l 188,177 6,802 174;979 117,312 10,817 128,180 34,003 • 20,473 55,876 55.2 ~9.8 

1016 .. Jll,486 92,822 18.J,~ 8,683. 192,941 133,386 15,385 148,721 27,801 30,5ll 58,312 49.6 72.4 
1917 ... 92,387 IOS,391 197,728 11,402 209,130 123,788 22,016 145,803 22,841 30,936 63,771· 46.7 •82.6 
19l8 .. ·98,444 ll2,282 210,707 14,060 ~/7.07 140,410 26,024- 166,434 22,407 33,953 56,360 46,7 ,66.6 
1919 .. 113,491 118,989 232,479 16,579 249,058 177,953 26,815 204,768 22,135 35,759 67,894. 48.8 76.5 
1920 .. 114,708 1:m,91s 248,621 1'?',008 265,629 160,694 31,136 197,SSO 21,380 34-,61! 56,941 46.I 6',6 

-~ •- .. $ 

-
• .\ ; ... . 
► 

)921 .. 120,391 ~27,'1'$9 248,180 34,370· 28~~56 193,436, . ~8,4:.03 241,839 21,627 34t<93 56,120 48.5 77.9 
·1922 128,613 123,819 252,332 36,213 288,545. 182,238 . 49,986 232,223 • 21,902 ·ao,s1s 52,217 60.9 ·72.2 
i923 .. 146,662 126,657 273,219 38,103 311,322 202,271 , 52,77l 255,043 21,922 28,788 60,710 53.6 .74.0 
i92" .. 140,173 120,384- 269,657 '38,273 307.830. :ig:~~ · 60,7G9, 261,519·. 22,162 32,029 64;181 52.0 ·18.2 

, i925 .. 149,862 131,944 281,796 39,708 321,594 61,930 261,340 31,730 37,21,t \18,942 68.2 74.3 

1926 .. 160,475 134,7Jl 295,246 43,068 338,814 226,36.S : 69,511 286,876 32,688 .84,855f 67,643 64.4 76.'7 
i927 .. 168,334. 130,529 298,868 44,212 343,075 ,253,180 68,024 321,204 27,475 29,648f 57,123 56.3 84.7 
i928 .. 187,26g 126,680 313,849 45,705 359,554 257,376 80,976, 338,351 20.603 31,793f .58,396 59.7 82.0 
1929 .. 202,472' 127,695 330,167 (a) 330,167 282,553 38,088 320,641 26,602 27,325f 53,827 61.3 85.6 
1030 .. 206,606 103,968 810,564 (a) 310,564 209,~05 43,749t 343,144 6,131 ?9,206f 45,337 66,5 96.4 

1931 .. 210,641 91,047 301,688 {a) 301,688 216,58.5 =:r 339,237 2,545 56,4~ 57,996 69.8 91.7 
'1932 .. 222,804 96,437 319,241 (a) 319,241 260,918 341,817 2,882 63,96!?t 56,IW4 69.8 81.7 
ioas .. 223,976 95,800 .:119,776 (a) 319,776 209,013 100,456! 360,369 2,807 46,l39f .47,946 70.0 81.3 
1934 .. 229,868 114,228 344,035 (a) 344.035 262,715 98,622t 301,337 2,724 58,350: 61.083 66.8 70.4 
1935 .. 224,26!? 1

119,081 343,349 (a) 343,349 280,631 07,486t ?78,117' 2,719 42,255f 44,974 65.3 81.7 

i936 .. 221,175 l~,5$2 343,757 (a) 343,767" 291,011 85,679t 3'17,590 3,1~7 34,65St 37,785 64.3 84.9 ~ .... 
l"car Books, iind Quiirterly Sucnm.uy o{ Atu1tr.111/an S,IAU!fltf; .Au:.t.nwl.1n lmunncc .1nd ~nkh>g Rttotm, 
; wq created :l aepar:ile J}eJllll1m!Dt of the Commom.e:iltb Dlllk on ytll June-, lr,!8, 

Trc:LS11n,·llllbl, 
Com!?l~~-~llh !l!lll~. 

• 



TABLK 21.-AUSTH.\LL\.-.,\Lr. 0111:QUJM•.t.YUiO BAJf.KB~(J:tXCLUDlNO CoMMOSWl':.U.TH 13.1.NE. OF AUSTR4LU.). 

AVERAGE LIABILITIES AND ASSETS WITHIN AUSTRALIA. 

Llablllt{e!. AS!CU. llatloa. 

Qu:artercndcd .\d\";UICCI!, 
t:oln3ntl De110i1ltii .-\d\"antf:11, 30thJ11nc. Ucpo--\t:i llO\"Cflllncnt &c., plu1 Dcpo:1lts Xot T11IAI .\dV;l)JCt.>::>, :anti Oo,remmcnt ColnMnd AuAtnliilll Bulllon DtHIDg 1>!.!lcount., Dcarlni; llci1rhn: UcpcslU. l)[n-cuut.;:, )!unMp."'11 :md n1 1mon. Xoh~. plu1 Interest. &c,; Intt>TNl. ,h·. ,\ustrnlhm toTol:11 toTobl lntcrt"lf. Se,•urltlcs. )lunlcl~I 

Xot~. Ucro,lu.. l)cpnsllA. Sccutltl~. 

-----
£'000. £'000. • £'000. £'000 . £'000. £'000. £'000. £'000. £'000. Per cent. Per cent. 1901 .. .. 54,029 37,458 91,487 93,710 .. 93,710 19,781 .. 19,781 59.1 102.4 1002 .. .. 55,708 37,728 03,436 04,016 .. 04,015 21,075 .. 21.075 60.6 100,6 1903 .. .. M,701 37,056 91,757 03,301 .. 93,301 20,0-2'2 .. 20,022 59.6 101.7 1904 .. ·- "o5,918 35,630 91,5.JS 87,7ll,; .. 87,705 19,358 .. 10,358 61.1 95.8 1905 .. .. 61,296 36,8-18 08,143 8lj,766 ,. $5,766 21,490 .. 21,490 62.6 87.4 ~ 

1906 .. .. ~ 65,470 41,036 106,515 87,889 .. 87,889 22,681 .. 22,681 61.5 82.5 1907 .. .. 65,917 46,781 ll:!,698 04,990 .. 94,BOO 23,711 .. 23,711 68.6 84.3 1968 . , .. 67,670 46,015 113,604 100,844 803 101,647 24,932 .. 24,932 69.5 88.7 1909 .. .. 70,940 40,8Ia ll7,758 94,608 3,874 98,481 26,298 20,298 60,2 80.3 1910 .. .. ?4.057 55,:?34 129,891 97,080 4,~92 1011;172 30,150 .. 30,150 57.6 74.7 

1011 .. .. 81,2;?0 62,j27 143,447 108,679 9,601 118,179 33,471 s:,as 33,471 66.6 75.7 1912 .. .. 84,398 65,409 140,807 118,973 4,790 ·123,763 28.680 34,121 56.3 79:4 1913 .. .. 85,064 60,893 14ii,951 113,077 3,912 116,089 31,227 4,814 36,041 58.3 77,5 1914 .. 88,940 68,148 157,088 114,337 4,732 119,069 36,378 4,984 41,362 56,6 72.8 ~916 .. .. 91,427 72,178 163,005 JJS,308 5,601 l~0.099 33,868 20,101 53,960 ~.o 70.5 
1916 .. .. 87,793 74,027 . ~:!:~~ 126,169 7,462· 13,7,631 26,4-06 19,659 46,365- 64.0 77.5 1917 .. .. 88,478 77,074 • 115,600 10,310 125,919 21,345 20,220 41,585 53:( 69,8 1918 .. .. 92,849 84.,'293 177,142 180,687 12,104- 142,791 20,462 21,469" 41,931 52.4 73".S-1919 .. .. 104,514 88,915 103,429 161,813 10,088 172,801 20,181 21,1:,e· ,!lJ,337 54.0 83,7 1920 .. .. 102,775 H4,28S 217,003 149/i75 19,301 168,876 19,650 31,499 51,158 47.3 68.0 

~ 
,,. .. -M:. ~ lf'-¼..S-Y, 

~~ -• .. 

102i .. .. 109,718 111,823 221,641 178,639 14,762 193,301 19,769 
1922 .. .. 117,777 104,682 222,350 168,107 16,225 1113,332 19,652 

29,670 49,339 49.6 80.0 
25,584 45,136 53.0 76.6 

1923 .. .. 131,903 108,938 240,84:l 188,236 15,201 203,527 19,276 25,037 44,312 64,;ll 1&.2 
1924 .. .. 133,273 106,370 239,652 198,751 ll,231 209,982 J!O,OU 
1925 .. .. 142,023 I0~,562 250,686 197,451 13,128 210,679 27,052 

22,946 42,989 55.6 82.9 
23,2l;!t 50,264 66.7 78.8 

1926 .. .. 153,372 lll,420 264,792 213,252 17,232 230,4.84 26,670 
1027 .. .. 160,118 110,004. 270,212 236,137 15,119 251,256 20,322 

22,63St 49,365 57.9 80.5 
22,556t 48,878 59.3 87.4 

1028 .. .. 177,857 111,678 289,636 240,678 23,9~9 26-f.,59'1 25,?96 
1929 .. .. 192,059 ll0,216 302,270 267y8S2 24,392 292,224 25,456 
1930 .. .. ]03,50Q 01,080 285,105 284,283 20,467• 3~,750 4,763 

2'1,285t 63,081 61.4 83.J 
23,109t 48,565 63.5 88.6 
33,4G2f 38,215 67.9 99,7 

1931 .. .. 195,855 82,621 278,476 263,472 2"2,674• 286,146 1,979 
1932 .. .. 196,195 87,830 284.025 249,125 44,350• 293,475 1,964 

5l,3J4t 53,203 70.3 94.0 
47,934t 49,898 69.1 87.7 

1933 .. .. 190,887 89,464 280,301 252,805 53,454• 30~,259 1,875 
1934 .. .. 201,218 101,854 303,071 255,790 53,012• 308,838 1,886 
1935 .. .. 190,720 107,329 298,049 273tl83 53,649• 326,832 1,906 

30,536t 41,411 68.1 90.2 
51,973t 53,859 66.4 84.4 
37,244t 39,160 64.0 91.7 

1936 .. .. 187,491 110,600 208,0Sl 282,513 45,611• 328,124 2,024 29,4'/ft 31,498 62.9 04.8 

Souuci,:.-Cornmonwcalth Flnnnce Dulletlns, Ycnr Iloolul; :,,ml Qnutrir1; Snnur.111)· o1 A,111-lrntt:i.n Stat hit!~; ,\u,trnlM!nn ·rnsur:in~ nnd Jh111kl11g 1terorih. 
'! 1ndutllng .-\U£tnill&n TrCASUry Dlll.i. • • - • • 
t Jnclndlnij C'Mh with l'nmmnnwt!Ulh Jllmk. 

lg 



TABLE 22. 
BANK DEPOSITS ffl AUSTRALIA PER llEAD OF POPULATION, ADJUSTE)) FOR CHANGES ffl PRICE LEVELS 

Amount o! Dank Deposl~. Deposits per ben11:1o~~fa~~~fcttJ,5ted.ror Cb&nget 

All c;:heQDe-p.'lyillgl3.!!Dl!S 
All 

Index of All Ch,~~~f~ Banks All 
Quarter 

All 
e,:cludlng Popnll\tlon Avernp:e All ended Commonwealth Banko( Australia. Sa.vtng:s (atStst }'rlce,s(I) 

Cheque- Commonwealth Bank: of Australla. Savlnp SOtbJune. 'Cheque• Danks- Decen1b<lr). (Buei: Bank,-payl.ng Total 1011"!1,000). ~
)1Dg 

Total nk,-Banks- De~lta De~Ita Tctol Deffotlts De~lts Total Deposit.I\ ~·· Totnl (atSotb Deposlta. DePQ!Jt& Tot.Al (at 30th Deposits. nearing 
J~~~t DCJ)O!lts. June). t~i!:f. l!~~f. Deposits. JUZle}. Interest. 

£m. £m. £m. £m. £m. '000. £ £' £ £ £ 1901 91.5 54.0 37.5 91.5 30.9 3,825 901 26.5 15.7 10.9 26.6 9.0 1002 :: 93.4 55.7 37.7 93.4 33.0 3,875 944 25.5 15.2 10.3 25.5 9.0 1903 01.8 54.7 37.1 91.8 33.9 3,917 939 24.9 14.9 10.1 24.9 9.2 1904 .. 91.5 55.9 35.6 01..6 34.2 3,974 869 26.5 16.2 l0.3 28,5 9.9 1905 .. 98.1 61.3 36.8 98.1 35.6 4,033 891 27.3 17.1 10.3 27.3 9.9 
g 

1906 106.5 65.5 41.0 106.5 38.3 4,091 905 28.8 17.7 11.l 28.8 10.3 1907 .. 112.7 65.9 46.8 112.7 42.1 4,162 037 28.9 16.9 12.0 28.9 ·10.8 1908 .. 113.7 67.7 46.0 113.7 46.1 4,232 989 27.2 16.2 11.0 27.2 11.0 1909 117.8 70.9 46.8 117.8 49.l 4,324 955 28.5 17.2 !l.3 28.5 11.9 1910 .. 120.9 74.7 56.2 129.9 53.1 4,425 976 30.·l 17.3 12.8 30.1 12;3 

l91i .. 143.4 81.2 62.2 143.4 59.4 4,569 1,000 31.4 17.8 13.6 31.4 13.0 1912 .. 140.8 84.4 65.4 149.8 67.0 4,733· 1,108 28.6 16.1 12.5 28.6 12.8 1913 147.4 ,85.1 60.9 146.0 75.3 4,8~2 1,089 27.8 16:0 11.5 27.5 14.2 1914 .. 159.6 88.9 68.1 157.l 83.6 4,941 1,123 28.8 16.0 12.3 28.3 15.l 1915 .. 168.2 91.4 72.2 163.6 91.6· 4,970 1,325 25.5 13.0 11.0· 24.8 13.9 
1916 .. 184.3 87.8 74.9 162.7 97.i 4,919 1,324 28.3 13.5 11.5 25.0 1,.0 1917 197.7 88.6 77.1 165.5 107.1 4,,f}83 1,402 28.3 12.7 u,o 23.7 15.3 1918 :: 2I0.7 92.8 84.3 177.1· 116.3 5,082 ~.52~ 27.2 12.0• 10;9 22.9 15.0 1919 232.5 104.5 88.0 103.4 128,5 5,304 1,645 26.6 12.0 10.2 22.2 H.7 1020 :: 248.6 102.s 114.3· 21,7.l 13,6.9 5,411 l,964 23.4 9,7 10:8 20.4 12.9 

'"' 
... ... 

~ .. .. 
~ •. 

1921 .. 248.-2 109.7 11!.8 221.5 153.1 5,511 ],809 24.9 11.0 11.2 22.2 15,4 
1922 .. 252.3 117;8 104.6 222.4 162.3 5,637 1,720 26.0 12.1 10.8 22.9 16.7 
1023 .. 273.2 131.9 108.9 240.8 171.6 5,756 1,816 26.l 12.6 • !0.4 23.0 16.4 
1924 .. 269.6 133.3 106.4 230.7 176.9 5,882 1,802 25.4 12.6 10.0 22.6 16.7 
1925 .. 281.8 142.0 108.6 250.6 163.0 6,003 1,809 25.9 13.1 10.0 23.l 16.9 

1026 .. 295.2 153.4 111.4 264.8 195.5 6,124 1,844 26.I 13.6 9.0 23., • 17.3 
1027 • .. 298.9 160.1 110.1 270.2 204.6 6,251 1,843 25.9 13.9 9.6 23.5 17.8 
1926 313.8 177.9 lll.7 280.5 21.'j.2 6,356 1,838 26.9 15.2 9.6 24.8 18.4 
1929 .. 330.2 102.1 110.2 302.3 225.5 6,436 1,866 27.5 16.0 9.2 25.2 18.8 
1930 .. 310.6 193.5 91.7 .285.2 217.5 6,501 1,739 27.5 17.1 8.1 25.2 19.2 

1931 .. 301.7 195.9 82.6 278.5 193.4 6,553 1,553 29.6 19.2 8.1 27.4 19.0 
1932 .. 319.2 198.2 87.8 284.0 198.0 6,604 1,484 a2:a 20.0 9.0 29.0 20.2 
1933 319.8 190.0 89 .. 5 280.4 202.3 6,656 1,446 33.2 19.8 9.3 29.I 21.0 
1034 .. 344.0 201.2 101.9 303.1 210.7. 6,706 1,482 34.6 20.2 10.2 30.6 21.2 
1935 .. 343.3 190.:i 107.3 298.0 217.9 6,758 1,499 83.9 18.8 10.6 29.4 21.5 

1936 .. 343.S 187.5 U0.6 298.l 225.0 6,807 1,546 32.7 17.8 10.5 28.3 21.4 
~ 

( 1} Average of !Mexes of whO!eM!e and r~f.all prJcr.s Alld nomlnal wagea. 



L\11,b!Ut{cs.(1 ) 

·" 51Jl11 
.J'un~.11) J(cscr,·r:, ... otht"t" Tolnl 

UmU1• Vt'Mltlf. Llalllll• LfabJJJ-
ttlbut.td Ila. tit,. 
l'rofl~. 

£'000. £'000. • £'000, . £'000 . 

1&28 .. 4,602 100,007 1;880 202,539 
1927 .. G,260 205,173 2,040 213,372. 
1028 .. 6,888 216,531 4,794 220,613 
102!1 .. G,522 226.202 5,295 238:109 

1030,. 7,181 218,002 4,840 230,122 
1031 .. 7,871 103,870 5,GOO 207,256 
103!? .. 0,334 108,485 7,205 212,114 
1033 .. 0,020 202,826 51276 216,020 

103,1 .. 7,403 ~lk~gg 5,267 223,000 
1035 .. 7,00! 0,066 232,700 
1936 .. 8,605 225,818 6,054 241,277 

JO~ .• 3,?64- )60,521) I J,057 166,340 
1027 .. 4,2L0· 158,004 11638 164,491 
1928 .. 4,'723 107,707 4,082 170,512 
!020 .. 5,236 J75,087 4,651 186,474 

1030 .. 6,7f.0 168,042 4,261 178,072 
1031.. 0,342 144,058 S,254 100,664 
1032 .. 4,676 82,185 3,M7 00,408 
1033 .. G,120 84,882 1,000 01,608 

1934 .. G,471 87,234 l,221 03,026 
1936 .. 5,605 89,673 1,320 00,607 
1036 .. 0,248 01,080 1;448 60,682 

332 

Coln, 
nuuton 

l>opoilta 
wtlh 

ADdAUI• Commun-
t~Uan· uenltb 
Not.ct. 11Ank. 

£'000 . '£'000. 

1,861. f,492 
1,734 3,0.15 
2,143 S,433 
1,003 4,G98 

1,465 1,061 
1,609 4,237 
1,071 4,112 
1,101 0,085 

1,121 7,488 
1,179 li,823 
1,101· 10,382 

T49Lg 23.-&VJNOS 

C.t.AllSIFiOATION .Olt 

(lo thou11nda or pounds 

·J>oJio,ltJ Au1- l>tflOo!lLt 
\\ll11 lrallin •llh 

Other Tn-Mttry SW, 
:Bllllllt, HIib. Tm\wry. 

£'000. £'000. £'000, 

ALl. RAvn;;os 
20,031 .. o,ooi-
3-0,013 .. 0,32G 
28,135 .. 8,66l, 
20,458 .. 9,65:; 

2!;,242 .. 8,139 
13,462 

8,283 
7,386 

15,340 .. 
17,825 8,460 .. 
20,372 12,420 .. 
21,747 11,608 .. 
2:l,412 7,208· .. 

Au. SJ.vuoa, BANK&, llQLUDIY0 'CllC 

1,831 313 27,4~1 .. 6,901 
1,734 208 27,822 .. 0,326 
2,113' 400 26,526 .. 8,001 
1,002 844 28,707 .. 0,665 

l,3'10 470· 26,205 .. 8,139 
1,405 soo . 13,425 7,385 

914 1,282 16,287 2,600 .. 
013 1,678 17,826 .. .. 
804 2,711 20,372 .. .. 
912 3,4ti4 .::m .. .. 
000 3,119 .. .. 

If 

DANX&-Ausrna.Lu,. 

LIABlLl'XIES AND ASSETS 

Austrnlio.n currcnoy}. 

10 11 " " 

333 

" 1G 17 IS 

---1---+--- --- --- --- ----/---+--
'J'uLn.1•' 
C11Jh 

]k!JJl)l'Jt., 

""' 1°reA!UfY mu~ 
(li+<J+7 
+s+O). 

.\111lr11lhm 
Oonrn• 

m,nt 
~rlUt1>. 

l.oans .. 
MorlJ;(IJ;C. 

J,amlNI ... , 
ltoUAO 

l'roricnr. 

£'000. £'000. £'000. £'000. £'000. £'000. £'1!8'1· £'000. £'000. 

13AlCKS, 

42,035 I )00,230 22,882 18,670 
41,108 : 111,048 25,418 22,125 
42,872 ))3,121 28,055 23,030 
4G,Gl4 118,0f'.O 30,460 23,000 

147,088 
168,651 
165,IIG· 
173,085 

30,707 117,400 31,143 24,474 
:!0,083 107,117 30,ll5 23,703 
28,806 111,073 (3)16,333 (')30,402 
33,401 ' Jl4,257 14,750 :m,O.JO 

173,113 
160,03G 
163,708 

, 104,0G0 

41,410 118,U0S 13,471 35,380 
40,447, 127,953 13,203 30,030 
42,260 W4,I08 13,290 37,'175 

107,804 
177,870 
184,003 

ColUIONWULTll SAVIliOS BA.me or Aos-ra.u.u .• 
36,GS0 77,138 22,882 7,530 107,tmO 
30,060 81,682 25,<78 8,592 llG,652 
37,030· 83,687 28,956 8,040 121,282 
41,008 80,766 30,406 8,700 120,021 

'35,184, 84,340 31,143 9,228 124,717 
22,005 76,537 30,115 8,780 1l~:~i: : W,073 37,021 16,333 4,572 
20,316 41,103 14,750 4,865 00,708· 

!!3,077 42,171 13,471 -1,567 00,209 
26,113 42,884 13,293 4,712 60,880 
27,-181 44,412' 13,200 4,'i'70 62,481 ' 

8,808 1,087 
0,872 2,160 

11,670 2,659 
12,220 2,730 

12,100 2,747 
11,732 2,741 
11,484 !?,64'1 
11,170 2,388 

10,li64 2,308 
10,350 2,205 
10,420 2,010 

8,8.'SB 1,987 
9,872 2,160 

11,670 2,050 
12,220 2,136 

12,190 2,747 
11,732 2,741 
8,777' 901' 
8,6G3 869 

8,287 900 
8,318 1,012 
8,376 1,011 

1,071 
1,681 
4,197 
4,545 

6,275 
G,16G 
6,465 
3,030 

1,833 
1,882 
1,016 

359 
717 

3,271 
3,480 

:J,234 
3,048 
2,8!U 

562 

M7 
476 
384 

202,539 
213,372 
226,613 
238,JOl) 

230,122 
207,260 
212,ll4 
216,020 

22:1,089 
232,760 
241,277 

165,34 
164,49 
176,51 
185,47 

178,07 ., 
165, 054 

8 
8 

00,40 
01,09 

93,02 6 
807 

2 
06, 
90,08 

-f'l'ICli yc,v. f') No part of ti!' Jund~ of nny ~twlng11 t11m'k co111\sb of fnruts \lhkh arcdC!lcrH1cd IUI C1111!1nt. 
Savini(\! U"nk ot New South Wales with Connnon11ti111U, S11vln1J11 U1111k of A»Jtf/11111, aml to the r~ultlrg <'han11c1 
-defl()fll.9 Jn, uu, t4blt' n.ro Blltihtly lnrgcr t11an tl1oso JlUllll~lml hy the CommonW('llllh Sh•U~tMan, 1l111• 1(1 lhe 
-0f lnt.frl'ft riccmNl tn 2nth J111111 on liCJIOsltA In tho t11winl(", lln11k of South Austrnlill .. 
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TA:OLE 24,-SAVlll'.OS BANKS-AUS'l'RALIA. 

RATIO m• VARIO US CLASSES OF ASSE'l'S TO TOTAL ASSETS. 

At.30th 
,'1111!'.(I) 

1026 .. 
1027 
1928 .. 
1929 .. 
1030 .. 
1931 
1032 
1033 

1934 
1935 
1936 

Colli, UrJiMlls 
Hullhm with 

nm! Common• 
Au~trnllnn wrnllh 

Xolt'll, llimk. 

Per cont; Per cont, Per cent.lPer cent, Per cent. Per,cont. Per cent. Per cent. 

ALL SAVINGS BANKS, 

o.o . 2.2 
0.8 1.4 

14.6 21.2 72.0 4.4 1.5 JOO 
14.1 10.3 74.4 4.6 1.7 100 o.o 1.5 12.7 18.0 72.0 6.2 3,0 100 

0.8 1.9 12A JO,! 72.7 5.1 3.1 100 

0.6 0.8 11.0 16.0 75.2 5.3 3.6 100 
0.8 2.0 6.6 12.0 77.6 5.7 • 3.8 100 
0.5 1.0 7.2 18.6 77.2 5.4 3,8 100 
0.6 2.8 8.3 15.6 70.7 5,2 2.6 100 

0.5 3.3 9.1 18.5 74.0 4.7 1.0 100 
0.5 2.5 9.3 17.4 76.4 4.4 1.8 100 
o.r, 4.3 9.7 17.{i 76,7 4,3 1.6 100 

ALL SA.VINOS :SAN.KS Ex<lt,un:r.m CoMM.ONWEALTll SAVINOS ,BANK Oli' Aus•.mwA. 
1920 .. 1.2 0,2 17.7 23.6 60.2 r,,7 1.6 100 
1927 .. 1.1 0.1' 16.9 :ll.O 70.3 6,0 1.8 100 
1028 .. l.2 0.2 l&.O 21.3 68,7 6,6 3,,1 100 
1020 .. 1.0· 0.5 15.5 22,1 07,0 6.0 3.4 100 

1030 .. 0,8 0.3 14.2 10.8 70.0 6,S 3.4 100 
1031 .. 1.0 0.3 8.0 14.6 74.2 7.5 3.7 100 
1032 .. 1.0 1.4 16.0 22.2 04.0 0.7 4.1 100 
1933 .. 1.0 J.7 10.6 22.3 66.7 0.4 1.6 100 

1934 .. 1.0 2.0 21.'1 25.5 64:.l 8.8 1.6 JOO 
1936 .. 0,0 3.6 22.6 27.0 02,9 8.0 1.5 100 
1936 .. 0.9 3.1 23,5 27,5 62.7 8.4 1.4 100. 

J' 
(') Su footnote (l) to Tablo 2,8, 

lo. 

835 

TABLE 25,-SA.VINOS :BANKS-AUSTRALIA., 

RATES OF INTEREST CHARGED ON MORTGAGE LOANS, 

Govern• 

'"'"' Saving& Uobart Launel:!ton 
Yel'l.rcndcd Savings Ilankot s~vlngs Bank tor 
30th June-- D11nltof South Dank. Saving.!, 

Vlctorla, Atnlrnlla, 

Porcont. For cont. J.>orcont. Per cent, Percent, Per cent. 
1926' (a) 6 607 6 6-61: 6-7 

1927 (a) O--Ol Ol-7 6 6-6½ 6-7 

1928 (a) 6-0l: 01-7 6 6-61 61-7½ 
1929 (a) 0--01: Ol-7 6 6-61 61,,7½ 
1930• (a) 7 61-7 6 6-6½ 61-7½ 

1931 (a) 0 61-7 6 6-0!; 6-7 

1932 (a) st 6-7 5 5 

·1933 (a) 5 6-5t 4i 5 

1934 4i 41-4¼ 41-51: 4¼ 4l: 
1835 4,-4¼ Ht 4!-5 4¼ 41: 
1936 4¼ 4i 41-5 4¼ 41: 

iil, ~n:r~~:::~1~f~l~m~~:;;.:!tu!10J11~1~~\l~~~:l!glt~t~~f!nrn t~~lg:;, 1931. 
NOTg,-~fortgage loans m11do by the SL'lto S:1.vlngs Dank (Wc:storn Auatralll'I.) w~ of negllglble 

.amount. 



1.'ABLE 26.-SAVI~OS BJ.NKS-..\.&STR.lU.\, 

MAX!l,IUJI RATE 01,' INTEREST ALLOWED ON ORDINARY CURRENT DEPOSITS . 

llanl.. 
• \t. 3oth 1-\t 30th I .\t. 30th , • .\t. 30111 , .\l 30th ,\t 30th At 30th ,\t 30th I ,\t. 30th I ,\t 30th I At 30th 
J11ne. Jnnt.1, June, .lune. .lune, June, June. Jnnr, Junr, June, .Tone, 
Hl!G. 19Z7. ~o:!S. ,1>20. J930. 19!11. 193!!. 1033. Ul3-1. 1935. 1930. 

~:'a~!u&:~~:~t~::kj:y;,Pc~!~nof • .\.t~strnlin : : 
Sa.\·ings Dnnk of South Australin . . . . 
Hohn.rt S11ving11 Bnnk . . . . . . 

~~:~~:~:tBS~~j~'; ~~~;~is of N'~w Souil; 

Pee cent.IP" cent.IP" rcnt.lPc; ccnt.lPcr cent.lPer cent.lPer cent.lPer cent.lPcr cent.lPer eent.lPer cent, 3!- :Jj 3l 4 -t 4 a 2½ 2¾- 2 2 
-l 4 4 -l 4 4 3 2! 2¾ 2 2 

i a a tt a a • , L L • a 
H H H H H H H Q • H • 

WnJcs(a) .. .. .. .. 
State Savings Bank (Western Auetmlia)(b) 

4 
~l 

4 
3! 

4 ·~ 
MAXD!u?,! RATE OF INTEREST ALLOWED OX ORDL'IARY CURRE;~'T DEPOSITS IN EXCESS OF £500. 

Jt:'lul.. June, June. June, Juue, Jnoe, June, June, June, Juue, Jnnt, J"unfl, 
1920. 10~7. 19~. 10.2{1. 1930. lo:\1, 1032, 1933. 103,. 1935. 1930. 

At. 3oth I .At 30tb , ."1 30th I At. 30th I At 30th I ,\t :10th I At 3oth I At :10th I ,\t 30t.h I At 30th I At 30th 

-------------+--~! 

~~o!,m;:;~;~ti~:ki:rvrc~~~aof A_~s~rnlin : : 
Savings Bank of South Australia. . . . . 
Hobart Savings 'Bank(c} .. 

3J 3½ 3! 3½ 3! 3r 21: 2 It I¼ If 
Per ce11t.1Per cent.,Per ccnt.,Pcr cent.rcr cent.,Per cent.,Pcr cent.,Pcr cent.,Per cent.,Pcr cent.,Pcr cent. 

31: 3½ 4 4 4 4 3 2; 2¼ 2 2 
•I 4!· 4½ 4! q • 3½ 3 2i 2¼ 2f 

J.aunceston Bank fol' So.vings(c) . . . . 
Government Snvim?s Bank of :Ne,v South 

Wales (a) .. - . . . . . . 
8ta~ Savings Bank {WeAtern Auatralin)Cb) 

3½ 
3½ 

3½ 
3½ 

31 
31: 

4 
3½ • 3! • 3! 

(a) .Amalgalllf\ted 11,ith CounnoD.wealth Sft.,;ln~ D11.nk or Austmlla, 111 Dece1uber, 1031. 

~tJ t~i~~!:;:!,~~:11\ ~:~~~~:\~~1i.foo1!!~ofn!~\r;',J~• in Xol•1in1ber, rns1. 
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~TI.BLZ 29.-SA.vtMOS B,UfXS(a}.-AtTSTJULLl, 

CLASSIFICATION OF DEPOSITS(b) ACCORDING TO S1'.ZE, AT 30ru JUNE, 192S, 
1934 AND 1036. 

1. NuMnn Oll' AcoomtTS. 

30tl1Juno, 10!?8. :iothJu11c,10:u. 

No.of Percent. No.ct l'crceut.. 
.\CCOUl\ls, ofTOtn.!, Accounl4, o!'l'u~I . 

Up to £100 ' .. .. 2,061,323 83.9 2,017,067 IU.4 
Over £100 to £500 481,262 13,6 447,606 12.0 
Ovor UiOO to £1,000 76,214 2.2, 77,053 2.2 
Over £1,000 .. 12,165 0.3 16,023 0,6 

'fowl .. .. 3,630,064 • 100.0 ·3,468,640 100.0 

2 • .AMOUNT OJI' DRFOSI'?S. 

30tl1 J11nn, 1028, 30tbJutte, 103.,, 

.lmount Pcreant. ,lm.,i1nr. P&rcrmt..• 
t'OOO, orTot.nl. £'000. of Toll!.!. 

Up to £!00 .. 42,,!48 20.3 40,380 10.8 
Over £100 to £500 102,480 40.0 02,338 46.4 
Over £1i00 to £1,000 40,078 23.7 51,614· 25.4' 
Over £1,000 .. 14,052 7.0 l0,242 9.4 

Totn1· .. 200,264 100.0 203,574 100.0 

3. AVERAGE AMOUNl' OF DEPOSJT J•E& ACCOUNT. 

Upto£100,.. .. 
Over £100 to £500 
Ovor ~00 to £1,000 .. 
Over £1,000 .. 

'roto.l 

30thJ1111e, 102$, 

£ 
14.3-

213.o 
051.8 

1,204.4 

00.:1 

£ 
13,8 

206.3 
660,0 

1,200.0 

58 0 

30th.lune, 1030. 

No.oC i•f'r<:eni. 
AccoUht.s. O{Tata/, 

3,232,224 86,8 
435,744 11.6 

80,632 2.1 
18,072 0,6 

3,760,672 100.0 

.'.IOtflJunc, Hl:IG, 

,\nlOU!lt. Por«nt.. 
t·ooo. oCTot:il, 

44,844 20.7 
05,740 44.2 
54,305 25.0 
21,000 ID.I 

216,804 100.0· 

30th Juno, 10:JO. 

.h'Cr.tt;o 

£ 
13.0 

210,7 
673.fi 

1,212.2 

ri7.0 
(a) Exeh.idlo,: lloll:ln. Sa,ln~ Jflnl' and Lluncetl-on &nk IDr Sa\llno, for which completo Ds,ues 

wer«1nel.o,·11\loble. 
(b) P.lcludlng School f!avlnp 11:mk \Je'(IOsltl 110,d aulffU laoporatlM acoo1.u:1bl. 

' 

TA.BLI: 30.-Fo1 1n .6T.AT); 8A.VJl'IOB DAllJtS. 

(GovommcntSavinga Battk of New South Walce, Sto.tc &vings Bank of Viotoria S1wing11 
Bank of South Australia. and Stato Savings Dank of Wca«irn Australia.): 

CLASSIF!OATlON OF DEPOSITS(b) ACCORDING TO SIZE,, AT 30rn JUNE 1926 
TO 1931.(a) ' 

Hlie ol J'>t'po,U-. 

Up to £100 .. 
Ovot' £100 to £GOO 
Over U,00 to £1,000· 
Over .£1,000 

TofAI 

Up to£100 .. 
Over £100 to £600 
Over £600 to £1,000 
Ovcr.£1,000 

Totnt 

Up to£100 ... 
Ovor £100 to £600 
Over £li00 to £1,000 
Over £1,000 • .. 

Upw£100 .. 
Over £100 to .£600 
Over .£Jj00 tQ £1,000 
Ovcr£1,000 

Total 

g~:J~1oti;oii 
Over £000 to £1,000 
Over .£1,000 

Total 

g~cr'°£f ,\g°to £GOO 
Over £[WO to £1,000 
Ovor£1,000 

Toto.l 

.. 

No f 11erctnt.or . · I Total, 

I 
30th June, 1020. 

2,125,062 84,1 
841,634 . itg 6'1,354 

5,708 0.2 

2,627,358 100.0 

301h J1111e, 1027. 
2,213,878 IH.Z 

351,131 13,3 
58,!iO·! 2.2 
6,008 o.a 

2,030.421 100.0 

30th Jm1c, 1028. 
2,205,415 84.2 

300,523 13.2 
62,258 2.a 
S,008 0,3 

2,720,804 100.0 

30th June, ]020. 
2,351,840 84.3 

361,588 12.0 
06,209 2,4 
10,702 0,4 

2,700,420 100,0 

30th Ju1te, 1030, 
2,4Hl,332 85.2 

360,0-IO 12.a 
00,033 2.1 
10,186 0.4 

2,837,107 100.0 

30th Jime, 1031. 
2,397,705 80.0 

304,207 11.0 
40,269 J.S 

7,910 o.s 
2,769,270 100.0 

i'OOO, j r~r cent. ol 
Tot.DI. 

I 

28,771 10.7 
70,385 02.3 
34,015 23.3 
6,933 4.7 

146,104 100.0 

30,186 10.0 
78,265 60,0 
37,120 2.i.1 

8;2•H G,4 

153,Slii 100.0 

31,137 L0.2 
S0,180 49.0 
40,387 26.0 
10,131 6.3 

161,835 100,0 

31,474 18.6 
80,830 47.0 
43,707 2!i.9 
12,860 7.6 

108,067 100.0 

31,405 10.5 
77,607 48.1 
40,364. 25.l 
11,823 7.:,J 

161,2·19 100.0 

:?8,482 .20.j 
00,76G 48,0 
32,86-i 23.9 
9,305 o.s 

137,406 100.0 

/,.VCntf<' 
llab.noopct 

Acconat 

13.6 
22:1.7 
626.7 

l,lOG.8 

G7.S 

13.6 
2:?2.9 
6:U.5 

1,103,·1 

ss.:; 

13,6 
22:?..l 
6-18.7 

1,170.0 

(i9.3 

13.-1 
~3.f► 
601.»• 

1,101.6 

60.6 

13.0 
:!21.7 
006.7 

J,HiO.i 

56.$ 

11.0 
2ln.•l 
tl67.:? 

J,175.0 

49.S 

Sou': ~~ ~lftt ~~=~~ :t~~t~~~Y~;! 
1
:r~1~~ae:i!.~!~ 

1~,J~\fi~n~~~,;i~~~e!fJ:n:!J~f~lc:, 
A~~;cl1tdl11p; &,J!OOI Sa.\'IUl;!I Tianlt J)(oJ'IJ:lfla and 11.mtll lnl'lpcr.,th'o:iewunt.t, 
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1'.t.DL1t 32 .. ,-TJw>JN'O lJ.llfKS,(l) 

AMOUNTS.' OF ,COIN(!), NOTES, AND CHEQUES PAID INTO TRADING BANKS IN 
AUSTRALIA DU.R1NG0TIIE WEEK ENDED SATURDAY, 26Tn JULY, 1030, 

Now South,WeJee .. 
Viotori& .. , • .• 

~~~t.u,. :: 
We::itorri·Austl'alia •• 
Tasma.nln. 

Total(') 

Now South :Wales , . 
Victoria. •,, 1 

Quern11liuid: .• 
South AUBtrn.li& •• 
Western Auatro.lfa .. 
'fasmanta· 

Total(') 

:,:Jow South-\V"nloe·\. 
Vict.ori11, ;.· .. 
Quoenslo.tld'. .. 
South Ari.Btftl\io. , 
Wcatern.Au.stralia.:: 
TMm.,.. .. 

Total('j .. 

200,2 
200,0 
60,0 
48.7 

·87.5 
0,3 

667',4 

102.3 
60.0 
63,3 
13,0 
15.8 
0.6 I 

204.2 

302,6' 
218,0 
194,2 
02.6 
53.3 

; 18,S 

·_821.0 

CAl'l'l"AL CrrY Alill SUBUBU.S, 

1.07 2,052.7 10,04 16,513,2 
1.06 1,622.6 8.00 18,2'24.6 
0.87 460,6 7.73 6,330.0 
1.08 MO.I 11'.94 3,033,G 
1.21 371.1 12.01 2,081.1 
0 87 89,0 8.38 073.4 

1.04 6,135.6 0.61 47,775.7 

1.47 1,093,0 16.70 6,770.3 
1.48 682,0 12.48 4,017,:J 
o.04 680.I J0.23 6,031.0 
1.47 114,7 18.1)5 763.3 
0.83 242.3 12,7( 1,043.9 
1.37 so.1 12.30 600.3 

1.26 2,705.3 l!l.~4 17,856.3 

'l'OTAL• 

I.17 3,\46.0 12.2:.t -22,283.G 
1.13 2,205,4 s.02· 22,241.0 
0.01 J,O:J0.6 8.00 10,305.6 
1.16 714,8 13.08 •l,680.S 
J.07 013.4 12 . .20 4,325.0 
1.00 176,0 0.00 1,672.7 

LIO 7,000.0 10.03 05,032.0 

87,90 18,766.1 100.0 
00.86 20,057.0 100.0 
01.40 5,832,0 100.0 
86.98' 4,622.3 100.0 
80.78 3,060.7 100.0 
00,76 1,072.0 100.0 

89.36 53,408.7 l00.0 

82,83 0,900.6 100,0 
86,04 4,600.2 100.0 
88.83 6,608.3 100,0 
79,98 941.9 100.0 
86,43 ' 1,002.0 100.0 
80.24 004.9 100.0 

85.60 20,885.8 100.0 

80.00 :25,73!?.0 100.0 
89.95 24,720.2 100.0 
00.13 11,000.3 '100.0 

, Sti.77 · 6,464.2 100.0 
80.64 4,001.7 100.0 
SB.OS 1,767.6 100.0 

SS.!!7 74,364.6 100.0 

(I) [ncludln; ltle RIM tl'Rlilflft 1111111;'.~. !ho Corn1l:om,·c,,\\h J\anl;: ol Austrnlla, r.nJ· tho 11:i.llMAt Da.nkfnQ 

C'-011J,"7Xt\nunts of coin p11,J,l Into t.wo bt\11~ a.re ]l!lttl)' C!Jt/ntnl~I. 
(I) Ioeludtng t,·cdoml Co,ptlal territory 11ml No1t11un 'l'urltotY. 
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.. TA.BL}; !?9,-SA.VINOS BANK.S(a)-AUSTIW.U, 

CLASSIFICATION OF DEPOSITS(b) ACCORDING TO SIZE, AT'30m JUNE 192S, 
1934 AND 1936. ' 

l. NUMBED. 01!' AccOU?~TS. 

30th Juno, 1028. 30th Juno, 103-1, 30th June, 10:ltl. 

N'o,ot Percent, No.<Jt Pcrc1mt. No.or Percent. 
Accounts. o[Totn!, Account.!I, of'l'otnl. Acoouut.s. o[Total, 

Up to£100 •.. .. 2,061,323 83.9 2,917,067 84.4 3,232,224 85.8 
Over £100 to £ii00 481,262 13.6 447,606 12.9 435,744 11.6 
Over £600 to £1,000 76,214 2.2 77,053 2.2 80,632 2.1 
Over£1,000 12,165 0.3 16,023 0.5 18,072 0.5 

•rotn.1 .. 3,530,064 100.0, 3,458,549 100.0 3,766,672 100.0 

2. AMOUNT 01!' DEPOSITS, 

30lh,TuM,10~. 30th June, 193-1, 30th June, 1036. 

Amount l'crcent, .Am,,unt Percent. Amount Percent, 
£'000. of Tofil, £'000, o!Totlll, £'000, o{Tottil. 

Up.to£100 .. 42,448 20.3 40,380 19.8 44,844 20.7 
Over £100 to £li00 102,480 49.0 92,338 45.4 95,749 44.2 
Over £500 to £1,000 49,078 23.7 51,61~ 25.4 54,305 25.0 
Over£1,000 " 14,652 7.0 ]0,242 9.4 21,000 IO.I 

Totnl.- " 200,264 100.0 203,574 100.0 216,804 100.0 

3: AVf!IMGJ-1 A~WVNl' OF DEPOSIT l'.l::R Accoui..x. 

30thJmll', 1028. 30th Junn, 1034. 80th Juno, lD:Jli. 

.\vcrngc Avcrugc ,\>'Ctll!Jll 

£ £ £ 
Upto£100, .. .. 14.3 13.8 13.9 
Over £100 to £500 213.0 200.3 219.7 
Over £500 to £1,000 .. 651.8 669.9 673.5 
Over £1,000 .. 1,204.4 1,200.9 1,212.2 

TotaJ 59.3 J.i8 9 67.6 

werric1t~~~8~if/lobatt. Sn~lng; )lank llnd Launceston .Btmk fur Savlnqs, (or which complete Dgurc11 
(b) l~xeludlng Scl,ool Savings Bank ~>cr,oslts 11ud 11n\n1l lnoperatlvc acooun\.s, 

I 

<, 
~ 
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TABLl~ 30.-Fot 1n STATE S&vmos BANJtS, 

(Goummcnt Savings Bank of New South Wates, StrLto &vings Bo.nk of Victoria SiL\'itigs 
Bank of South Australia. and Sta.to Savings Bank of Western Austrnlia/ 

CLASSIFICATION OF DEJ.>OSITS(b) ACCORDING TO SIZE, AT 30T!t JUNE 10!6 
TO 1931.(a) ' 

!itumbero(Accounta. 

Sb.eorner,oslt. 
No l·Perccnt..or 

.• • 1'otaJ. 

I 
30th Junt, 1920. 

Upto£100 .• 
Over £100 to £600 

2,125,662 84.1 
341,534 13.5 

Over £500 to £1.000 
Over £1.000 

6-1,304 2.2 
5,798 0.2 

Total 2,527,358 100.0 

30th June, 1927. 
Upto£100 .. 
Over £100 to £GOO 

2,213,878 84,2 
351,131 13,3 

Over £600 to £1,000 
Ovor£l,OOO 

6$,50·1 2.2 
0,908 0,3, 

Total 2,030,421 100.6 

30th J1tne, 1028. 
Upto£100 .. 
Ovor £100 to £500 
Over £500 to .£1,000 
Over £1,000 • " 

2,205,410 8.1.2 
360,523 13,2 

02,258 2.3 
S,608 0.3 

'fotnl 2,726,604 100.0 

30tl, June, 1929. 
Up to£100 ,. 
Over .£100 to £600 
Over £600 to £1,000 
Ovcr£1,000 

2,351,840 8.1.3 
301,588 12.9 

60,200 2.4 
10,702 0.4 

Total 2,790,4-20 100.0 

30th June, 1030, 

Upto£100 • •. 
Over .£100 to £500 
Over £500 to £1,000 
Over £1,000 

2,4-10,332 85,2 
350,046 12,3 
60,633 2.1 
10,186 0.4 

Total 2,837,197 100.6 

30th-June, 1931, 

Up to£100 .. 
Over £100 to £600 
Over £500 to £1,000 
Over £1,000 

" 2,397,795 80.D 
30·1,297 11.0 
49,250 1.8 
7,010 0.3 

Total .. 2,759,270 100.0 

Aruount.ot DcjlO."lts. 

.£'OOO. j.Pcrccnt,of 
Totnl. 

I 

28,771 10,7 
76,385 62.3 
34,015 23.3 
6,033 ,1,7 

14.6,104 100.0 

30,186 19.6 
78,2M .50.9 
37,120 2-l.l 
8,244 5.4 

153,815 100.0 

!U,137 10.2 
80,180 40.5 
4.0,387 2,1.0 
10,131 0.3 

161,835 100.0 

31,4741 
18.0 

80,836 47.9 
.J.3,707 25.9 
12,860 7,0 

108,907 1· 100.0 

31,465 19.5 
77,697 -18.l 
40,304 25.l 
11,823 7,3 

161,2•10 100.0 

28,482 20,7 
{18,755 48.6 
32,86-1 23.9 
9,305 6.8 

137,406 100.0 

Aver:1,~ 
Dafan,~111:r 

Account 

13.6 
223.7 
625.i 

1,105.8 

57.S 

13.0 
222.9 
6:1{.5 

1,193.4 

5S.5 

rn.o 
222,,1 
048.7 

1,176.9 

59.3 

13.4 
223.ti 
661.i} 

1,101.6 

00.6 

13.0 
221.7 
005.7 

1,100.7 

60.S 

11.9 
!H9.-t 
667.:! 

1,175.0 

.t-!I.S 

Sou\~l ~~r: ~S:Jfitt~::a°t~~ X'~~i~t~tLe;i:r~ ~~1~·1:n;~~
1:!~ 1~Jl~\~;~niJ~~~t;~~n:lr:;~~e~~ 

Auatlf~~c\ndlng Srhool Sa,·lnl;I' [hmk· Ile[!Oi<lls and 11m11II Jnopcr11Uvc accounl8. 
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TABLE' 32A,-'b.U>IRG DANlt.8,{
1
) 

.t,MOUNTS 'OF :COIN('), NOTES, AND CHEQUES PAID INTO TRADING :BANJ{S llf 
AUSTRALIA DURING THE WEEK ENDED SATURDAY, 25Tn JULY, !036 .. 

CAPITAL Orrr AND S1111t11tDS', 

NowSouth:Wal"!' .. \200.2 \ J.07 \2,052.7 10.\14 \16,613.2 87.90 18,700.1 \100.0 Victoria.:·; ~. 2.09.9 . I.06 1,622.6 S,00 18,224.6 00.86 20,067.0 100,0 
Qu-Iand; .. 60.9 ·0.87 460.6 7.73 6,330.0 91.40 5,832,0 100.0 
South Au,u-ali,, . . 48.7 I.OS 540.1 11.94 3,933.6 S0.98 4,622.3 100.0 
Wostem·AUBttallo.,. 37."5 1.21 371.l 12.01 2,081.l 86.78 3,080,7 100.0 
Tas[IUUlia. .. . . 9:3 0 87 89.0 8.38 973.4 90.75 1,072,0 100.0 

Tot.ii(') .. fi67AJ.045,l3G.6 9.01. 47.776.7so:a;;- 53,468.7 lOQ.O --· ---.----------

~?WS!).Utb,:W.ales,,, 1102.3 V1otonft. •, .J . • 69.Q 
QuCC"nsln.Ud. • • : 63 .a 
Sou.th A:\lat.ta\i& .. • 13,0 
WcatoriL Aue.t.ra\\a... u;:.8 
TMma.nla . • , 0 .G 

Toto!(;) .• ~ 

Now Sooth ·\valos ~. 302.& 
Victoria. : . • . . 2-78. 9 
Qucen11Wlt1t . . , 104.2-
Soutll AU&tin\ia., . • 62.tl 
West.om.Aqatru.lia... 63.3 
Tnema.nia. \s.s 

To\AI('\ 621.6 

RE?otAlNDER OV STATE, 

1.47 1,093.9 16.70 6,770.3 \82.63 6,066.ii \160.0 1.48 682,9 12.46 4,0t7 .3 86.04 • 4,069.2 100.0 
0.94 580,t 10.23 6,034.0 88.83 6,068.3 100.0 
1.47 l7•1,7 18,r.5 763,3 '10.08 O.U.0 100.0 
0.63 242.3 12.74 1,643,9 60-43 1,002.0 100.0 
1.37 so. I 12.30 509.3 so.24 • oou 100.0 ·---------
1.26 ~-2::~~~~~~ 



'1',UU,£ 32n,--S.n'JN'OS B.Ans.( 1) 

AMOUN'rs 0~' COIN('), NOTES, AND OHEQUES PAID INTO SAVINGS BANKS IN 
AUSTRALIA DURING THE WEEK ENDED SATURDAY, 2/!TU JULY, 1930. 

~ow South Wal&. . .' 
Vfo~rfo. .. . .. 
Quoons.Jnnd .. 
South Aust.rulin. .. 
Western Australin .. 
Tn.Hmnnfo. 

Now South Wok'l:I .. 
Victorill. ., 
Quconslnnd .. 
SouthAu.st.rolfn. .. 
Western Austrnlia, .. 
'J'Mllltu,fo. .. 

Now South Woll#i .. 
Victorin. . .. 
Quccnsla,nd .. 
South Austmlfa 
Wcstcn1 Au11t.rnlin: : 
'l.'Mmo.nin .. 

Total(') .. . 

ChC!JUCA, 

l'crN!nt. l'cr<"enL' l'ereent. l'crccut. 
£.'000, oJ • £'000. of £'000. o( £'000. o( 

Total. 'l'otal. . Totol. TotAI. 

12.2 1,70 287,7 30.38 300.0 68,83 079.8 100,0 
19.4 3,16 211.3 • 34.30· 386.4 , 02.65 610,1 100.0 
1.0 1.48 iH,2 42.08 • 72 .. 7 50,44 128.8 100,0 
3.7 1.04. 70,3 36.00 li6.6 01.16 100.G :100.0 
I.I 1.17 36,2 38,30 67.0 00.44 04.3 100.0 
0.3 0.87 10,0 30.81 23.5 08.32 34.4 100.0 

38,6. 2,21 61;1.1' 37.20 1,0GO 3 00,60· 1,740.0 !00,0 

ii.2 2.03 IIG,O 44,08 13G.G • G2,90 2G5,'1 100.0 
4.7 2.82 56.9 34.13 IM.I • 03.0G 166.7 100.0 
2.0 2.42 51.7 48,00 63,2 <0.40 107,5 100,0 
1.0 2.02 13.0 28.14 34.0 00.84 40.4 100.0 o.s 1.07 33.0 70.02 13.l 27.41 47.8 100.0 
0.0 2.21 14.1 • 34.GO 2G.8 03.23 40.8 100.0 

16,2 2.28 281i,6 42.74 307.2 M.08 0117,0 100.0 --. 
17,4 I.SO 382.7 40.91 535.4 57.23. 93G.6 100.0 
24,1 3.08 268.2 34.26 400.5 02.fl(J, 782.8 100.0 
4,6 1.90 106,9 44.82 126,0 G3,28 230.3 100.0 
4.7 1.90 84.2, 30.JO 161.0 02,94 !?30.9 100.0 
1.0 1.34 ,70,l 40.33 70.l . 40.33 142.1 100.0 
l'.2 1.00 24,7 3:?.84 40.3 • 06.60 76.2 100.0 

63.8 2.23 030.0 38.80 1,423,G • 68.07 2,413.0 .100.0 

3i5 

'fAnt,E 32o,-TltAnl!4Q' A~D S.t.VlNO!! Il.ufKS,(1) 

AMOUNTS OF COIN('), NOTES, AND CHEQUES PAID INTO TRADING AND SAVINGS 
BANKS 1N AlJSTRALIA DlJRING THE WEEK ENDED SATURDAY, 26nc JULY, 1036, 

New South Wales .. 
Victoria .. 
Qoeenslaod 
South Awtra& .. 
Western Auatmlin . . 
Tciftnlnnla. 

Total(') 

Now South Wnlea .. 
Victorin. .. 
Quconel"nd , . 
SouthAiatralio. .. 
Weetoro· Aiultro.tia.. , 
'l'nsmanla 

1'otal(~) 

Now South \Vo.tea .. 
Victoria .. .. 
Quconslcn1.d .. 
South Auakn.lia. 
Wcateru A\lltrolia . .. 
'l'aemMia .. 

•rota!(') .. 

Coln. Chcqu~. '1'0!;11, 

l'ttr.ent.. l'erunt. \'1:rc..:nt, 1'.-r1'('11t. 
!'000. at t'tlOO. of t'OOO. oJ .!:.'UOU or 

Total. Tu111il, 'l'ntnl. Tufal. 

OnlTAL Crrr ANb Sunuans. 
212.4 1.09 2,320.4 11.03 10,013,1 80.98, 19,446.0 100.0 
229.3 I.II 1,833.8 8.87 18,010.0 00.02 20,1173.1 100.0 
52,8 0.88 501.7 8.47 6,403.3 !J0.00 6,000.8· 100.0 
52.4 1.11 010.4 12.95 4,050.0 86.04 ·1,712.8, 100.0 
38.6 1.21 407.3 12,79 2,738.1 80.00 3,184.0 100.0 
o.o 0,87 100:5 0,08 096.0 00.05 1,107.0 100.0 

696.0 1.08 6,780.7 10.48 48,832.0 88.44 liU,214.7 100.0 

107,5 !.40 1,208.0 10·,74 5,005.8 81.77 7,:?22.2. 100.0 
73.7. 1.62 030.8 13.23 4,122.4 85.25 4,835.0· 100.0 
05.0 0.97 031.8 10.04 6,088.1 88.09 5,775.8 100.0 
14.9 I.GO 188.6 10.03 787,8 70,47 99J.3 100.0 
10,6 0.85 276.2 14.17 1,057.0 84.08 1,049.8 100.0 
10,4 1.41 100.2 13,62 62u.l 84.07. 735.7 100.0 

• 270.4 1.30 3,050.8 14.16 18,223.6 84,86· 21,653,i 100.0 

TOTAl .. 

319.0 1.20 3,520.3 13.23 22,818.9 85.67, 20,llUS. t 100.0 
303.0 1.10 2,473.6 0.70 22,732.4 80.11 2G,609.0 . 100.0 
108.7 0.03 1,130.5 o.os 10,401.4 89.30 11,73G.G 100.0 
07.3 1.18 799.0 U.01 4,837.8 84,Sl G,704.J 100.0 
55,2 1.08 083.6 13.31 4,305.1 85.01 5,133.8 100.tJ 
20.0 1.00 200.7 IO.SO 1,022.0· 88.02 1,842.'l 100.0 

876.4 1.14 8,837.5 11.51 07,055.6 87,35 76,768.4 100.0 

!
t) Jm:lmlloi:; nll lmnkS abown In foolnnt.CII (1) to •.rabll'fl MA n11tl S2ll. 
1) ,\1nmn1ta of t'Oln 1"'111'11110 fnur banb oro 1iarlly ~Umntetl. •> Jncludln~ Ytdt'rn <'nrUal 'f<"rrltory :inti ~nrtbem ·rcn11,m1 



346 

TAJILR.32D, 

AMOUNTS Oil' COIN('), NOTES, AND CHEQUES PAID INTO llANKS IN AUSTRALIA 
DURING NINE ~PEOIFIED DAYS. 

Coln. 

J)11y, 

TcW. Tohl). \'Ot.l. Total. 
£'000. l-c\l• £'000. ·I' ~t• .£'000, I c~}~· £'000. I· ~ 

-------+---1---1,-~-1--1-----!---'--.-,-.,,.--. --

1931>-0ctobor 
1936--Jonuary .. 

·April 

?ttonda.y, 20th July 
Tuwlay, 2ht July 
W«lnea., 2'lnd July 
Tburadoy, 23nl July 
Fridlly, 24th. July 
Saturday, 25th July 

Tota) for \Vcolc. 
ondod 26th 
July, 1936 .. 

Total for nine days 

1036-0ot<>bor 
1036-Jnnuiu-y 

April 

Monday, 20th July 
Tucsdo.y, 21st July 
Wcdnot1., 22nd July 
Thureda.y, 23rd July 
:Fridn.y, 24th July 
Saturdo.y, 25th July 

•.rotal for week 
ondod 26th 
July, 1030 .. 

Toto.I fo-r nino dnp 

1935-0ctolior ... 
1936--January .. 

April .. 

Monday, 20th July 
Tucedn.y, 2ht July 
Wcdn~., 22nd July 
Thursday. 23rd' July 
Fridn.y, 24tb July 
So.turdo.y, 25tll July 

Tota.I for week 

. j~l~~ 19362ts~1_, 

Total for nln.o days 

176.1 
162.1 
200.2 

220.4 
140.0 
127.6 
112.0 
104,-4 
100.7 

821.0 

•t,:mO.o 

s.o 
o.o 
o.s 

12.6 
0.1 
7.0 
8.2 

10.1 
5.0 

68.8 

62.1 
I 

185.0 
101.7 
210.0 

239.0 
169.0 
135.6 
120:8 
114.5 
106.6 

876.4 

1,432. l 

TnAotNQ B,uncs,('} 

1.22 1,656.1 11.61 12,G-19.0 
1.10 1,317.3 0·.60 12,:108,l 
1.16 2,111.3 . 12-.10 16,136.6 

I.GI 1,866.6 JR.23 11,0-M,0 
1.10 1,380.0 10.12 12,lOtl,U 
1.06 • 1,005.0 0.11 10,707.4 
.92 1,007.0- 8.20 11,173.8 
,81 l,127.0 8.71 11,708.0 

1.07 , 1-,484.0 ']6.20 7,000.0 

l.lO . 7,000.9, ,.]0.03 M,032.0 

- l.12 12,9!J4,.0, J0.82 105,'11G.'J, 

S&vmos BANICS,{')' 

1.90 173.2 37.03 285.7 
2.07 194.7 42,02 260.l 
2.02 100.2 39.24 284,7 

2.62' 201.3 41.80 206.7 
. 2.28 144.0 30.31 246.)' 
2.30 llO'.l 34,71 210.l• 
2.-21 133.6· .36,96 220.7 
2.07 188.8 38,54 290,2 
1.78 H0.4 46,14- IW.7 

!U?3 030.6 38,80 1,423.6 

2:14 1,•oi.1 I' ao.03 2,263.0 

T.lu.Dll{a A..'fD SA:f-n(OS BA.."fX&.(l) 

1.26 1,828.3 12.31 12,834,7-
.1.13 1,612.0· 10,66 12,657.2, 
l.l7 2,301.~ 12.83 16,421.8 

1.65 2,056.8 14.18 12;212,3 
1.13 1,624.0 10.87 12,351-,7 
1.10 1,214.7 9,82: U,013.6 
.oo l,l•U.5, 9.01 11,493.6 
.86' l,SI0.2 0,80 11,008.2 

1.09 1,683.4 20.21 8,0i6.3 

1.14 8,837.6 ll.61 67,055,G 

1.)6 14,470.3 11.09 107,068.7 

87.27 14,860.2 100.0 
"89.40 13,867.6 100.0 
88.16 17,448.1 100.0-

85.16 14,027.6 100.0 
88.78 J3,6.16.6 ·100.0 
80.83 12,020.6 100.0 
00.88 12,20i.3 100.0 
00.48 12,040.8' 100.0 
83·.?3 0,435.3 100.0 

88.27 • 74,364.6 100.0 

88,06 120,050.3 100.0 

61.07 467,8 100.0 
65.01 403.4 100.0 
68.74 434·,7 100.0 

06.40 480.0 100.0 
01.41 390,l 100.0 
02.09 3~,1. 100.0 
01.83 371.6 100.0 
60.30 488.6 100.0 
63.06 331.0 100.0 -
68.0? 2,413.0 100.0 

58.83 •• ~,820,8 100.0 -
86.«ru- l~,848.0 • 100.0 
88

1
:.()(s 14,aso,o- -100.0 

86. 17,932.8 100.0 

84:~1 
14,608.1 100.0 

88. H,035.6 100.0 
80. 12,303.7 100.0 
00.0 12,005,8 , 100.0 
80.8 13,428.0 100.0 
sz. 7 9,766.3 100.0 

87.35 76,768.4 100.0 

87.l 6 123,880.1 100-:0 

3i7 

OIO)IQ 0 

•2i § 

(")C0C1~«!1.,..,. 

0~~<0M.;Mo,.; 
~elO 0 

'°:i2 ~ 

~ 

, ... 



'l'.µiu; 34.-ComtOSWEALTJt Oll' Acsnu.LU.. 

VALUE OF mPORl'S-1901 TO 19~5-36 (ANNUAL AVERAGE FOR F1v•:-YEAR PERIODS). 
(A.us~ralitt!l Currency.) 

HHO-Ji Hl2l-22 1026•2i'" )S}31-3!! 
ltwl!-100S. rnoa-1010. JOIJ-l91!i-10. ,. '" '" to 

JD~~I. l'l'l..S-24, t!),n..:n. J9."'IS-3G. 
,\!'f-l~e. I 

T«!tAl I Per• A~~J!!t. ::\;;~. 1•ot.al l"r• 'l'obl l'er• 
"~o:!!t. ~;;~'t_ 

Total Ptt• Tot.Ill l'tr• 
Amount. f:~~f:t. Amount. t'rnt.agc -.lmount. ~~~fat .i.m<iuut-. l!~nt.age Amount.. eenbli;te 

to'tottll. tolotal. to Total. 

£m. % £m. % £ut, % £m. % £m, % £m. % £m, % 
l\letals> metal manufactures and 

mo.ohinery . . • 8.2 21.0 12.5 24.4 19.2 26.1 22.0 21.8 39.0 28.5 37.8 28.6 18.6 23.0 

3flrfa1~ ~e::~~x!:· . . . . 11.6 29.6 16.0 2\1.1 19.2 26.f 31.7 31.0 80.7 29.0 3-1.0 26.6 ~o:, 25.5 
1.0 2:e 1.3 2.4 2.2 3.0 4.7 4.7 7.-1. 5.4 10.4 7.9 7,1 S.7 

Pa.per and stationery . . . . J.6 4.1 2.1 4.2 2.9 4.0 6.2 5.2 0.3 4.0 7.4 6.6 5.6 6.9 

~~t~:=~~!':1~;;g;table n~d 
J.5 3.7 1.9 3.6 2.6 3.4 4.l 4.0 4,0 2.9 4.8 3.6 4A 5,G 

non-a.lcohoUc·l,ovel'l:lges. &:i .. 4,7 11.9 4,2 8.2 7.5 10.3 8.6 8,4 s.o 5.9 8.6 6.6 4.9 6.0 
Anim_al and vegetable sub11tances 0.7 1.8 1.4 2.6 2.0 2.7 4.8 4.8 4,2 3.1 4.7 3.5 3.5 4.3 
Gold, silver and bron1.e specie· .. ).2 3.0 1.4 2.8 l.4 LO l.9 l.9 2.2 1.6 0.6 0.4 1.6 2.0 
Other 8.8 22.4 11.7 22.7 16.6 :_!2.6 17.8 17,7 ~6.0 19.0 24.4 JS.4 14.7 JS.I 

Tot.al 39-3 100.0 51.5 100.0 73.4 100.0 1(10.7 ]00.0 J:/fi.8 100.0 .13p 100.0 81.l 100.0 

.. > 

" ~ 

TAl3L"& 36.-Co!IIMONWY.AµrH or Aus~u.-
INDUS'l'l~Y OF TSE POPilµ"l'IO}'l, RECORDED AT TJIE CENSUSES OJ! Hl0I. HUI, 1921, A~TJ) 1933· 

lndu~try. 

!~:ft.:~,t~r=:1, and rl~iryfog : : 
Forestry . . • • 
)lining and qunrt)·ing 
Jndustrial-

)18.nufo.cturing .. 
Building • • • • 
Roads, rn.ijwa.ys, .~.th works 
Gu, wn.ter, olectricity .. 

'l'otal, Industrial .. 
Transport- and com~:mnication 
Commerc:e and fimmco . . • • 
I>ublio a<lrninistrnUon nnd professiom1,l 
Ent-ertainmon~ sport nnd recreation 
P<"rsont1l anti domestic service 
-:So induatry or ind~t-ry not stn.ted •• 

Dependo.nta 

Gro.nd Total 

1001. 

10,804 
376,405 

21,002 
118,149 

250 845 
oa:&13 
98,194 
9,421 

431,103 
116,008 
210,511 
118,456 

6,102 
193,047 
35,308 

2,187,816 

3,773,801 I 

l'ttcentage 
of1.otal. 

~w 
9.m 
oa 
3.13 

6.88 
I.~ •• o• 

11.42 
3.05 
5.58 
3.14 
0.16 
5.11 
0.94 

50.65 

100.00 

1011. 

11,917 
439,378 

24,405 
105,804 

363,336 
84,779 
89,864 
18,029 

556,008 
157,301 
279,843 
141,4S0 
13,258 

201,236 
82,655 

2,441,030 

4-,455>006 

l'ercent.a.ge 
MTotal. 

0.2'1 
9.86 
0.55 
2.37 

8.16 
1.00 
2.02 
0.-10 

J2.48 
3 . .53 
8,28 
3.18 
0.30 
-1:.52 
1:85 

5~.81 

100.00 

Hl:?1. 

10,'152 
48),355 
30,280 
66,'166 

4-IG,574 
95,214 

137,106 
39,S.2 

717,800 
207,737 
330,678' 
216,229 

17,630 
200,814 
01,414 

3,086,073 

5,435,734 I 

Ptr,:entaQ:C 
ofTOl!il• 

0.20 
8.86 
0.56 
1.23 

8.20 
1.7;, 
:!.52 I 
0.73 ' 

13:20 
3.82 
0.08 
3.96 
0.33 
S.88 
1.13 

66.77 

100.00 

1033. 

14,611 
r,47,787 
26,133' 
li8.520 

511.:ill 
J0i,4-IG 
217.056 

29,fiilS 

866,171 
223,893 
-151,172 
232,212 
24,250 

242,378 
458,404 

8,474,218 

6,629,839 

Percent.age 
of Total. 

0.22 
8.26 
0.39 
1.03 

7.72 
1.6'.? 
:J.2R 
0.45 

13.07 
3.38 
6.SJ 
3.50 
0.37 
3.6'1 
6.91 

52.40 

100.00 

"' .... 
co 

i 



T£DiE 35. 
l'OPOLATION OF AUSTRALIA. 

Partlcull\n. 1901. 1000. ·um. 1916. 1921. IMO. JV:Jt. 1930 . 

. Esti!J!a.ted pop~lation at 30th June . . 3,788,123 4,069,083 4,489,646 4,943,1'73 5,455,136 6,056,360 O,f?26,'8G 6,776,3(1,0 

URBAN AND RURAL POPULATION AT CENSUSES OF 1901, 1911, 1921 AND 1933. 

l'er cent, Per cent. Per cent. Per unt. 
l'an.leu1Ar5. 1001. to Total. 1911. toTota,J, 1021. to Total" ,o~. ~Total. 

~Ol\" South Wales~ . 
~fotropolitan .. . . .. .. 481,830 a,;.56 629,603 38.µ 899,059 42.81 1,235,267 47A9 
Provincial . • • • • .. • • } 873,016 64.4-1 1,017,231 61. ;1{ 525,00! 2~.oo ~5,440 21. 74 
R11mland·.M1gra.tory •• •• .• 676,30.> 3~.19 800,140 30.77 c:.o 

Total-Now South Wnlea . . (a}l,354,846 100.oo 1,646,734 100.00 2,100,371 100.00 2;600,~7 100.00 g 
Victorfa-

Metiopolitnn .. .. .. .. 494,30~ 41.16 588,971 44.77 776,465 50,05 991,984 54..49 
Provincial . . . . . . . . } 706 766 58 84 726 580 rer: 23{ 1S7,490 12.24 198,191 10.89 
Rora_1 !Ind lligratory . . . . . . • • ' aa. 577,325 37. 71 630fl36 34.62 

Total-Viotorin . . . . 1,201,070 100.00 I,316,GSi 100.91) 1,531,280 100.00 1,820,261 100.00 
1----+----l~---+,..,.--~----+----1-----

Queensland-
Metropolitan .. .. .. .. 118,460 23.78 139,480 23.02 209,946 27.77 299,748 31.63 
Prodmtial . . . . . . . . } 379 669 76 22 466 333 76 98{ 183,720 24.30 199,144 21.02 
Ruraland:Migratory .. .. .. '.. • 1 

• .362,306 41.93 448,6!2 47.35 

Total-Queen,Jnnd .. .. 498,129 100.00 605,813 100.00 756,972 ioo.OO 9i7,634 100.00 

Soulh Australia-
Metiopolitall . . . . . . . . 162,261 45.28 189,64.6 46.42 255,376 51.57 312,6191 63.81 
Provincial • . • • • • • . } 196 osr.: 54 7,, 918 912 -a 68{ 4-l,637 8.41 61,456 s.87 
Ruml and Migratory . . . . . . • 0 

• ., ., 1 0 
• • 198,148 40.02 216,~74 37 .32 

Total-South Australia . . . . 3li8,34.8 100.00 408,568 100.00 4951 160 100.00 680,949 I 100.00 

), "' ,; ~ 

~ " (~ -
wy:e~u~~awi.~ . . 54,835 29, '1~ 106,792 37 .SG l~::~t tt;: 2::~i • ti:iI 

ProviI!oial . .. } 129,289 70,22 175,322 62.16{ 136288 40.66 186,607 42.52 
Rural and Migratory • _ . _ 

Total~W~tern Auotralia . . 184,124 J00.00 2s2,i1~ 100.9() 332,732 100.00 4_38,8(!2. . 100.00 
- . • . . -· . . . --~ --· . . . . ·- -·· --~ 

~~~D .. ., .. "3?;222 • JS.JO. 39,937 20.89 :•::.r :ti; • ::~~... •·;::: 
Prorlnoial . • • } 141,263 81.00 15f,274 79.I!{ 10/{775 49.48 IIMIB • 41!.51 
Rural and M1gra.tory ! 

Tot.al-T8.!1mnnin . . 172,475 100.00 191,211 100.00 213,780 1()9.00 227,699 J00.00 

Fet;e~~r:JTe~tory-.. •• •• •• •• I .. :I 9951 as·68 I ;;3251 81.87 
Provincial . • • • - • • } . . •. 1,114 IQo.oo{ 15 n 61:32 1:s22 1s.1a 
Rural nnd Migratory ic_----+---+--=- • _ •. 

Total-Federal Capital Tenito,y : . (b) .. l,7i4 100.00 I 2,672 I 100.00 I 8,947 I 100.00 

Nfr~l~~t:!tors_~ • • · · · · · • • • ·1· 399 a6 • 1s ·1.566 32.29 ~ 
Provincial . •• •• } 4,811 100.00 3,310 100.00{ 2'-168 63:82 3,284 67.71 ,_.. 
Rural nnd ].hg.ratory •. 

'l'otal-Norther~ •~cl'p.tor_y . . 4,81~ 100.00 3,310 100.00 3,867 100.00 4,860 100.00 

To~!~~liblu • • J,;l~,91~ 35.59 1,694,320 38.03 i:~i::~~ ~:1~ ;:i::~A! 1::: 
Provmoial .•• •• }2,430,889 64.41 2,760,676 61.9'1{ 2,059,192 37.88 !?,397,'721 36.1'7 
Rnrol anH!Jgrato,y .. .. l:'..----1-----1----+----...;.f-::-:::-=:-:1--:::::c-:;:--~;:;;;-;,;;;-t-;;;;;-;;;;-

Ti:,tal Population .. 3,773,801 100.00 4,~,005 100.00 6,435,734 • 100~00 6,629,839 100.00 

(a) lndudlng Federal Ca[llbl Te~liory. (6) lneludtd In New South Wales. 



r,iBLE 37,-COMJ.10~\V&I.L'l'U 01' AV'37'lULJ.4, 

VALUE (•) OF PI\ODUCTION-(~NUAL AVERAGE FOR PERIOD) 1001--02 TO 19-. 

(In millions of pouo.da, Australian.) 

Periods of-

1-'lveYrara, J,'our~e111", J,"h·c\'e:ire, FlvoYmN, Flvol'c,i.o,, Fh·e\"e,,ni, 'lourYean, 
1001---02 to 1007·-0!tto 1011-1210 1910-l'ito JD2H?:?lo 1026-27 to 1931-32 to 

P:u-tlcuf11r,1,. I 100$--00. 1010-11. 1915-18. ,020-21. JD$-~O. ]930--31. lil~. 

l'cr- l'cr- ,.,,_ ,.,,_ J'rz- rer- l'er-
£111. cent.age £m. ccntage £m. centage £m. cent.ago tm. centa.ge £m. centage .tm. cen~e 

ofTot:11. i;,fTotal. of Total. of~'otal. of Total. [Jf':!'ot:i.1. of Tot?!. 

Wool 16.9 28.6 16.6 20.4 13.6 46.6 14.6 60.9 15.2 59.0 14.3 44.3 13.3 
Ment (b) 12.2 7.1 20.6 9.5 21.5 8.8 27.4 6.8 28.9 7.0 23.5 7.0 
other _pnsto~i (b) 11.0 0.7 11.9 5.4 21.7 6.8 .16.3 4.0 13.5 3.3 6.3 1.9 ~ 

'i'otnl Pastoral (b) 52.4 30.4 61.9 28.4 94.8 30.2 104.0 26.0 101.4 24.6 74.1 22.2 

Wheat 

} { .. 14.3 8.3 19.0 9.0 33.4 10.7 36.6 fi."1 33.0 8.0 29.9 9.0 
Hiiy .. .. 9.2 6.3 )2.) 5.6 ·10.4 5.Z J9_7· 4.9 14.7 3.6 9.6 2.9 
Otch~ and fruit garde~a (b) 2.3 1.3 3.2 1.5 4.9 1.6 7.0 1.7 8.3 2.0 7.2 2.2 
Sugar cane . . . . 1.3 0.8 1.8 0.8 3.2 1.0 6.3 1.6 7.3 1.8 7.4 2.2 
Other agricultural 10.0 5.8 11.T 5.4 JS.I 4.8 19.2 4.8 2(,).6 6.0 )8.2 5.4 

'l:otal Agriculturnl (b) 37.J 21.5 48.4 22.3 73.0 23.3 .88.8 ·22.1 83.9 20.4 72.3 2~.7 

Butklr } { .. 7.3 4.2 9.2 4.2 15.2 4.8 )9.4 4.8 21,9 5.3 20.3 6.1 
Eggs, poultry· : : (b) 3.6 2.1 4..5' 2.1 7.1 2.3 9.1 · 2.3 10.3 2.5 8 .. 7 2.6 
Other dairy &nd farmyard 0.1 3.6 s.o 3.7 14.6 <.7 16.2 4.0 J6.9 3.9 12.6 3.7 

Tote.I Drurr and Farmyar~ (b) 17.0 9.8 21.1 JO.O 36.9 1f.8 44.7 11.J 48.I 11.7 41.6 12.4 

Other primAly prodaetion a.pnrt 
!rommining - .. .. (b) 4.5 2.!> 6.5 3.0 8.0 2.5 ll.7 2.0 I 11.31 !J.7 I 0.2 I 2.7 

.,. ... , ... 

• ~~ • ,, . ~-:-

' 
Gold 15.3 .. I )2.7 7.4 0.3 4.3 

5.9 l 1.9 ;-;lCoal > 2.5 . . 3.4 2.0 4.4 
3 .. 2 0.8 2 .. 0 

0.51 
5.7 l.7 

g1 Silver, Jead ~~d silve~· and ~~ 2.0 6.4 2.0 11.0 2.7 10.0 _2.5 5.~ 1.8 
,.. or& concentrates .. 2.3 .. 3.2 1.9 3.9 1.8 3.7 1.2 3.8 LO 3.4 l Other-mineral 3.l 0.8 2.3 6.7 .. I s.3 3.0 6.1 2.8 6.8 2.; 4.3 I.I 4.5 l.l 2.8 0.8 
~ Total 3lincr11.l • .. 23.2 .. I 24.o 14.3 23.7 10.9 ~-! 22.3 :5~6 ,;9 16.6 j J0.9 5.0 

1\lanu!acturing-Industrialrootals, 
.µachio~, implemO?lt6 arid 
i::onveyo.nces .. (c) (c) (c) '(e) 40.5 9.8 29.0 Food, drink, nnd tobo.cco .. 8.7 9.2 )3.9 21.2 29.4 14,3 8.3 C!Othing . . . . } ::{ 30.2 9.0 

T~xtile8 and textile goods - 5.0 8.2 13.0 20.6 16.0 3.9 11.9 3.6 
~per. . a~tionory, prirlting, 7.0 l.? 7.8 2.3 

~aokbmding:, &c. . . . . 3.4 4.7 6.5 10.7 ll.7 2.8 10.3 3.1 Ch!'micals, dyea, e:rplosives, 

~
'!,int, oil n~d grease .. (c) (c) (c) (c) 8.0 1.9 , 8.3 Ot er .. .. .. {c) (c) 2.5 

(c) (e) <•>. (c) 
To~ ~ufacturipg (d) .. (b) 30.8 21.~ "1l.3 2{i.,1 78.0 21.s 129.9 32.3 1-16.'s 3S.7 120.3 36.0 ~ 
Total Production (b) 172,.4 100.0 217.6 lOO.O 313.5 100.0 402:0 100.0 4ll.4 100.0 334.I 100.0 

(~1) Xel; \-alue for manufacturing, t:r°" \"aluo for other Jll'9duct1on (b) Xot :ivall bl 
(d) Omitting vntuo of prod11ctlon of cettaln pro~ucl.il :ilri:a.lly included :ibove J~ 33try an(l i~~~ei~\~ 1~

1f; ;~~~~f0~~!,~:..~:,~f:r!nr!:;!t!'\=f 1~~tlon. 



TJ.BLE 38,-COJQ(ONW~~ o, Av~ 

PRODUCTION, 

Vol.UXli, ffl.; OV S~2D bJWS-1901-02 ro l93H6 (Amu1~ A.VEDA0E P0ll FIVE-TUB Pmµo»). 

FA?Ua.ibl'!I. 

Wool-greasy . . . . 
Sheep-number &t epd 9f period 
Ca.tUe-nWJ;1,ber at end of period· .. 
Horses--:-m1ZZ2bcr {&t ezzd of period 
Meats .. • 
Bacon and Ham 
Wheat .. • 
Sugar .... 
Butter .. 
Dried Vine Fruits 
Gold .. 
Coa!,black 
Silver .. 
Ley.d ... 
Copper .. . . 
Iron Ore and Flu.x: 
Iron Oxid0 - • 
z-mo. - • .. .. .. .. 

Unit.. 

1,0001b. 
1,000 
1,000 
1,000 

1,000Jb. 
1,000Jb. 

. . 1,000 bush. 

.. l,000t.ons 
1,000Jb. 

. . I,OO0cwt. 
fine oz. 

tons 
tin6·oz. 

t<ina 
tons 
tons 
t.oM 
tons 

:,01--02 
t.o 

1005--06, 

469,04.2 
74,541 
8,528 
1,675 

(a) 
32,4.06 
49,629° 

139 
114,725 

69 
3,604,779 
'1,040,~6~ 

(•) 
(•) 
(a) 
03,926 

592 
(•)· 

, ..... , .. 
10~0-lJ~ 

685,668 
98,066 
11,745 
2,166 

1,012,580 
41,070 
71,839 

194 
162,478 

. 151 
3,077,601 
9,283,149 

<•> 
(a) 

<•> 
107,855 

3,371 
(•) 

J!lll-l2 
• to 

1016-10. 

725,658 
73,146 
9,931 
2,377 

~·
2:1:i~~ 
0-!,l~~ 

186,gfi 

2,203,861 
11,707,877 
13,9!!9,408 

212,178 
41,452 

119,648 
2.797 

175,587 

U.16-17 .. 
JO~O-!l. 

082,950 
81,796 
13,500 
2,416 

1,058,683 
58,104 

106,028 
216 

181,100 
320 

1,281,388 
10,830,108 
7,648,930 

115,471 
32,320 

325,798 
2,069 

,1,1~ 

lOZl~ 
to 

1925-!!6. 

744,592 
103,563 
13,280 
2,260 

1,364,824 
66,282 

128,520 
368 

263,324 
683 

692,175 
12,981,725 

101g~::ii 
15,427 

~,574 
3,289 

132,736 

1926-27 .. 
1930-31. 

926,427 
110,568 
ll,721 
1,793 

1,491;907 
72,858 

155;824 
507 

294-,~7 
1,142 

. 476,435 
ll,706,884. 
10,261,737 

182,093 
13,811 

7'1,853 
4,295 

~'7,~7 

1031-3! 
to 

1"5-30. 

1,010,498 
108,632 
·13,858 

1,754 
1,718,678 

71~888 
171,898 

618 
432,482 

1,347 
787,325 

9,353,644 
,· 10 397 352 

• '.s1f:1i 
} vso,sso 

• 09,937 

Yanufactutta- • 
• Avi~ num. _l?er «?£ :pe_1'60n&-engagod • • 1 thouao.nda 
Salanes and wag08 p;11d . . . • • . , pn.. 
Valuo o{ p~~tiop J.>Cr ~rson ~ga~od • • £ 

(•) 
<•> 
(a) 

(b) 2741 lb) a21 I (bl Mo I <•> 410 I l•l ~ 1 <•> m 22.1 33.2 46.5 76.9 . 84.0 67.0 
(bl J52.2 (b) 1s9.6· (b) ·~.7 (c) 339.7 (c) ~·,5.8 (•) 323:7• 

(1J)~otll'l~~bl&, 

-~ 
,,. 

., "' 

(b) ATerag& Ont period. of Op&ratloD. (e) ATtrt,gt oit:; wholt JUI', 

T4llld: 39. 

,. . .,. 
.. 

¥ 

SHAREHOLDERS' FUNDS AND TOTAL LIABILITIES TO THE PUBI.1O OF 21 AUST~ALIAN TRADING BANKS, J89~. 

GROUI' A. 

Bank of Ade1aide 
Bank of AUStralasia .. 
Bank Of New South Wal.es 
Utiion Bank of .Australia Limited 

.::;~l~~~r¾:J!tkL.~-.. 
Commercial Dank of Tasmallin. Ltd, 
National Bank <lf'Tasrnania tta. 
City Bank of Syd,gey , 

ComrufJrcinl Banking Co, of Sydney Ltd. 

GrtOUF B. 

Commcroial Bank of Auslnilia Ltd.. . . . 
Ellglisb, .Sooltish & Austl1llin.n Ch~rtered BQ.nk 

~:!~~n~N~t~~!ii:!rLJ:4
• • • 

.Auatraliap Joint Stock )Jank 
Bank of Vfotorin. Ltd. . . . . 
London Chartered Dank of Austr111io. 
Colonial Bank of Australasia Ltd. . . 
Royal J3ank Of Q11censland LW. . . 
:Bn.nk of Notj,h Queensland Ltd. . . 
City oprf(?lbourno Bank Ltd. 

Grand Total .. 

D~~ o( D:ali\DCC!-shect. 

. . 31st 1Iarch, 1893 .. 
• . 10~4 Oc~ber, 1892 .. 
. . 31st :M:a.rch, 1893 .. 
. . 28th Feb11U1ry, 1893 .. 
• . 3lstDcci;imber, 1892 .. 
. . 31st lfurch, 1893 •. 
. . 3IstDecQmbcr.1802 .. 
• . .'ll11fi :lfo.y, 1893 . i . 

;qst Dccmnbcr, 1892 .. 

• • 1 31st Dtccmbcr, 1892 .. 

. . 31st December, 18iJ2 .. 
• . 30th September. 1892 
.. 31st 31n~li, l89~ .. 
. . 30th June, 1893 .. 
. . 31st December, 1892 .. 
•. 3IstDccember,1892 .~ 
. . 31st December, 1892 .. 
. . 31st-March, 1898 ... 
• . 30th Juno, 1893 
. . 30th Ju_nc. 1883 
. . 3l~t 'March, 1893 .. 

Capitol, 

£'000. 

400 
1,600 
1,260 
1,500 

80 
300 
141• 
152 
280 

5,703 
600 

6,303 

J,2QQ 
900 

1,000 
800 
70S 
600 

l,000 -375 
249 
600 

7,735 

14,038 

Jt.cicn·es. 

£'000. 

143 
800 

11,010 
1,000 

100 
;; 

190 
38 

180 

MG6 
840 

4,306 

750 
315 
670 ... 
510 
250 
320 
138 
46 
3 

200 

3,687 

7,993 

U.t11llitrJbut.cd 
-·•~D.ta.-

£'()0{). 

15 
IO 
16 
15 
16 
5 
3 
2 
8 

00 
,i 

09 

34 
12 
60 
21 
19 
9 

48 
14 
6 
4 

12 

239 

338 

'.fola14 'I'olal 
~haichoJdi;n,' IJr,.bWt.fq 
·-ri;ni!i .. m-Fuline. 

£'000. 

658 
2,410 
2,276 
,,515 
- 196 

310 
334 
192 
468 

9,259 
1,449 

io,,;o~ 

1,98:l 
J,227 
1,730 
1,306 
1,234 

859 
1,368 

558 
427 
2'6 
712 

11,661 

22,369 

£'000. 

1,400 
17,4.01 
22,527 
~l,442 

511 
360 

1,834 
·s0< 

1,449 

67,297 
12,489 

70,786 

12,63-l 
i,029 

ll,155 
8,689 

11,773 
7,8f>7 
7.3~ 
3,821 

821 
331 

5,104 

76,496 

1~6,286 

~ 

-~ 

"" 



TADLE 40. 

CAPITAL RESERVES AND UNDlSTIUBU'l'ED P.RO}'li'S WRITTEN-OFF BY THE TRADING DANKS AS A RESum· OF THE 
•• ·calSIS OF 1893. 

Wrlittn-ca In 18!13. Wrltten-otr Snbsequ~nt)S. 
Toi.al Amount. 

cap11a1.. I · n"'""'· 

,,r1tten-off. 
ProJ1t.s. Capital. Reservet. 

£'000. £'000. £'000. I £'000. £'000. £'000. 
Gaoor B. 

CommerciBJ Bank of Awitrolia Ltd. 760 34 .2,252 3,036 
English, Scottish & Australian Bank Ltd. • • 460 316 12 432 1,209 
National Bank of Austrnlaaia Ltd. • .. 570 60 • 477 100 1,.207 
Quccnsland Na.tionnl Bank Ltd ... 320 485 416 1,221 
A~stralian Joint Stock :Bank Ltd. 498 19 1,363. . 12 1~892 
Bank of Victoria. Ltd. . . !?60 0 2S9 
London Bnnk of Australia Ltd. : : 250 46 859 320 1,475 

;~;::~~nkn:t~:== ½:~: : : 38 14 426 100 577 
76 26 100 

Dank of North Queensland Ltd ... 49 100 3 152 
City of 1\Ielboumf;! !lank I~td. 150 12 500 50 71? 

1,144 3,081 206 6,824 586 11,840 

Gaour.!\. 

Royal l3nnk of Australia Ltd. . . .. , I · I ~~ 
155 

Coflll!lercial Dank. of 'J'tismania Ltd. " 90 90 
National Bank. of Tasmania. Ltd. 15 15 
City Bnllk of Sydn.ej, •. : •• 

. . 180 ~. 80 
290 440 

'9 rl' 

~ .• ✓. 

TABLZ 4:1 •. 

DEPOSITS 0}'' THE TRADING BANKS \VfilCH SUSPENDED PAYMENT IN 1893 AND THE MANNER IN WHICH SUCH WERE 
• DEAL'):' WITH. • • 

Balance, 1893. • Con•erud Into Co:lnrtedlnto- I Payable In C&lh. Prclerenco Slure!. Perpct11a1Stockll. 

£'000. £'000. £'000. £'000. 

~:::~~::~ ~~tt7 ~~-- '9,897 9,897 
10,000 2,1)7 7,883 

English, Scottish & Australian Banlt l;.imited .. 4,630 1,943 2,687 
National Barut of Auetralasio, Ltd. 7,356 306 7,059 
Queenila:iid. National Bank Ltd. 7,000 3,1)7 3,883 
A~liatl Joint Stock ~ank Ltd. .. } 10,296 799 9,498 Anatralian Bank of Commerce Ltd. 
Bank ofVictoria Ltd. . . 5,700 417 5,283 
L:indoII. 13an.k of Auatmlia Ltd. 5,842 172 5,670 
Colonial .Bank of Auatralasio. Ltd. 3,000 304 2,696 
Royal Bank of Queonsland Ltd. 800 800 
B~nk of North Queensland ~td. 296 296 

64,826 3,316 5,859 05!651 

City of l!Ielboum!' Ban\ Ltd. .. , 3,750 

68,676 

NOTE.-Tho lia.bility ofibe City ofMalbolll'D& Ba.nk Ltd.·(To liquidation) ~as taken ov~ by a. ~i~n Company in 1897. At that 
date th~ admitfed clnima amounted to £3,367,000 for which t~e depositors of the.bank received debentlire~ and eb"aree oftb9 ~tion Company of a 
nr;>µ1inal valu& of .£735,000. o:riie lou to the depositors wa, therefore £2,632,000. "' • 

g 

-

~ 



T.uu:42-. 
NEW CAPJ.TAL ISSUES OF THE TRADING BANKS-1893 TO 1936. 

I 
Deduct 

Total ~;tl!F ~~ltb) 
From From ;t·or Extlnl;l!Jbtdj Coplt:ll, 

.!'l:!.~~- -.Rescc,.•u ... Premiums. A.rnnlgarua• Capltru 
Ama)pIDA· 1988, ,u:Xot6):(ct)· tlou. ]UUt'tl. 

Uons. 

t~ ~} t!~~=aiu 

£'000. £'000. £'000. £'000-. £'000. £'000. £'000. £'000. £'000. 
·,oo 850 1,250. 1,250 

1,000 
·2:111 

1,900 125 875 4,500 4,500 
Commercial Bank of Au;irn& l,~ited .. 90 J,~ 4-,1~7 4,117 
Commercial Bankii1g Co. of Sydn-oy Ltd. . . 600 3,400 739 4,739 4,739 
English, Scottish & Australia~ Bank J,imited 539 1,327 300 834 3,000 3,000 
'National Bank of Austmllli,fa. Ltd. 1,102 306 3,055 447 6,000 5,000 
Bank of NoW South WWcs 1,250 5,375 2,16.'$ 8,780 8,780 
Queensland Natiouo.l Bank Ltd. : : 413 1,337 1,760 -1.700 
Union Dnnk of Australia. Ltd. . . 1,500 2,51}p .4,000 4,000 
Australian Joint Stock.Bank Ltd. } 11!5 1,844 369 2,208 2,20~ i Australian -Dank of Commerce Ltd. 
Western Austra1inn Bank 80 670 ~o 700 700 
-Jtoynl Bank of J?,.1UJtra.lin-Ltd. . . 150 690 7ij0 7601· '§i . Ba~ of Vjgt.oria ~td. . . 1,061 417 .. 1,478 1,478 
Bank of Qu~n.sland Ltd. . . 460 450 450 
Commercilll Bank of To.amnnfa. Ltd. 141 .59 100 300 300 
LondOn Dank of Aiistmlia. Ltd. . . 497 172 1~6 795 795 
Colonial Dank Of Australasia. Ltd . 135 3(» 439 439 
Na.tional ·Bntlk 0£ Ta.smania. Ltd. 152 43 195 195· 
Ci~ Bank Of Sydney· . ; .. 280 ,120 400 400 
Royal Bank of Quccmlnnd Ltd. . . 476 71. 546 546 
&nk of ~forth QueeJ'!Slond L1d, .. 162 16~ 162 

10,918 4,960 23,606 27/i 1,175 4,625 45,559 8,423'1 ?7,136 
·-·- --· -·-·-1-- -· -·- •• . -•· .. -- . -· ·•· --- ·- --·. ---

NOTES.-(a) ~t Capital 1893" means in the caso of banks which ·suspend~ pa.ym~nt·hi .J893, the res!d~e'of C&pita.1 after oomplef:.ion of ~e 
- _ .{b) DeC:-4~:~~it!f_:_nts..w_na~µentu~onthLcriaee • •. __ ---·· . £•()0()~~- ·--·-- _____ . _ _ __ 

~to P¢erc,nco Ca.pit.al . . . _ .. ~ .... , . . . . ;:t,316 
Into Ordi~ni'y 'co.p!ta.1 (A~n B~rik: of"C.OmUuirCe Ltd.) . . 1~644: 

4,960 

-;, 

;. .;: 

TAD~43. 
:!!EW CAPITAL ):SSUES OF '.!'HE TRADING BANKS-1893 TO 1936 (BY YEAllS). 

""'"' Pe:tod. . I eo°:~~. Fot'Cn!ib. From From For Total Es::~bedl !iet. I Net 
Reserves. FremlutllS. AmJ~~~- Ncwhsu~. AmJ':ama-- I;ncrease. ~~-

• tlons . 

£'000, £'000. £'000. £'000. £'000. £'000. £'000. $'CZ:s1 I. ~•OOQ. 1893 and 1894 3,316 1;211 4,587 
1805 t,, 1899 .. 20 20 20 
1900 t,o 1904. .. 25 25 25 
1ix., t,, 1009 ... 

i:001 
1,280 1,280 1,280 

1910 t,, 1914 .. 2,690 3,691 3,691 
1915 t,, 1019 .. 3 3,600 .. 897 4,500 1,742 

2,7581 ·g· i920 to 1924 .. 040 7,356 275 875 450 9,f}OS 1,545 8,000 
1925 to 1929 .. 7,112 300 1,989 9,401 2,9"...8 6,473 
1930 t,, 1934 .. 250 1,280 1,530 2,208 678 
~~~ t9 1r:,;,G-Nil 

4,960 ~.606 275 1,175 4;625 ~,641 8,423 26,218 

Each Yoor, 19~ to ~936 
·1:01s 

3QO 300 300 
1925 ~:;i~ 2:028 

l,67~ 
1926 316 1,989 .. I 623 
1927 3,243 ' 3,243 3,243 
1928 1,625 1,625. 1,625 
1929 250 

i~ 
250 zro 

1030 MO 1,530 ;,208 I 678 
(Nono betw~ 1930 ~ 1936) 



TuJ:&44. 

NET CASH ADDITIONS TO •rHE SHAI\EHOLDERS' FUNDS OF THE TRADING BANKS-1893 TO 1036. 

I New Cnpltnl lssu~s. • 
Less cash raid to Net. Cn!h Addlt!oM ~ 

\"e!'fO!l~sue. PremiuW; Thereon. '.l'ota! c.ub Receh·ed, Sbateholder of Dank! Fu~dli. ; Acquired. 

1 
£'000. £'000. £'000. £'000. £'000. 

1893 and 1894 .. 1,271 288 1,559 1,659 
1895 to 1899 20 25 45 45 
1900 to 1904 27 31 58 58 
1905 to 1009 1,280 217 1,497 1,497 
1910 to 1914- .. 2,690 1,290 3,980 3,980 
1915 to 1919 3,600 1,379 4,979 697 4,282 
1920 to 1924 .. 7,356 2,311 9,667 1,245 8,422 

~ 1025 to 1929 7,112 4,952 12,064 2,228 9,836 
1930 to 1934 250 250 500 500 
(~one bet\veen 1934 ah:d 1938) 

23,606 10,742 34,348 4,170 30,178 

Ea~h Year, 1025 to 1936-e--

I 
1925 .. 1,678 1,748 3,426 

I I 
3,426 

1926 .. 316 241 557 
··2,22s 

557 
1927 .. a.243 888 4,131 1,903 
1928 ~- l,~26 1,825 S,450 3,450 
1929 .. 250 250 500 500 
1930 .. 250 250 500 500 
(None between.ioao a:nci i936) .. 

or:-

.,. ,_ r\ 

'l'AllL'E 45. 

ANALYSIS Ok' ·•1•HE RESERVES OF THE TRADING BANKS-1893 i'O 1930. 

Additlo0$. I pt,ductlons. 

T:tJ.en -•· Bnlanee From By ::!::. J n:~~~ 1803. From From Other Amalp, l'otal Cap!Ull, Written• o,-eron 
Proflt:s. Frellllurns. Cred!U. lied. off. An1afg:1-{Su~otc), Sourec,s, tnntlons. rnatlon. matlon. 

Bank of Adeiaick 
£'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. 

143 607 250 1,000 
, • i25 

1,000 
BB.Jlk of Australasia 800 Z,350 1,450 4,600 4,476 
Commercial Bank o[ Ausir~lin. Ltd·.· 587 1,663 2,250 2,250 
O:>mnie!'Cial Banking' Co. of Sydney Ltd, .. 1,000 2,400 50 .. 850 4,300 4,300 
English, Scottish & Australian Bank Ltd. . . 1,884 480 24 ~ 877 3,265 3,265 
National Bank of Austtalasia. Ltd. . . 1,928 951 lll 310 3,300 3,300 
Bank of New South Wales .. 1,010 4,227 354 824 6,415 265 6,150 

"' Que~nsland National :Bank Lttl. .. 
1:000 

700 160 860 860 "' Union Bank of Australia. Lt<l. 1,350 2,500 4,850 4,850 -.Austl-alinn Joint Stock Bank Ltd. .. } 704 458 1,162 50 1,112 Ausiralinn :Bank of Commerce Ltd . .. 
Western .1.\.ustralian ]Jank JOO 396 823 1,319 50 824 445 
ROyal Eank 9f Australia. Ltd. 685 65 15 665 400 265 
Bank of Yictorfo, Ltd. . . 850 850 850 
Bank of Queensland Ltd. 40 30 70 70 
Commercial Ballk of l'asmania Ltd. 100 164 59 323 100 223 
London Bank of Australia. Ltd. .. ·!27 50 -177 477 
Coloninl Bank of Austra]asjn. Ltd. .. 307 3 310 310 
~atiOnal Bank of Tasmania. Ltd. . . 23 56 4 83 83 
City Bank of Sydney ~. 55 59 114 59 55 
Royal Bank of Queensland Ltd. . . 21 02 83 83 
Bank of North Queensland Ltd. 37 87 87 

4,197 19,717 9,326 233 2,861 36,333 275 374 • 2,861 • -2,373+8o,4so 

NOTE R's BAT.ANCF..-Tbia figure roprcsents the halnnce of Retcrt't!l-1 nfter completion of tbe re-adjustments eonseqacnt on the crisi.,. 



Ta.nu: 46. 
ANALYSIS OF THE RESERVES OF THE TRADING BANKS-1893 TO 1936 (BY YEARS). 

Addltlona. • Dcduct!Olll. 

From T«>m Ptt:ln Tot;sl Wrltten Enlt1:;ltbedll Net I Xet 
Profit-a. P:emluUl!J, otber Add!Uon1, CaplU.~. Off. Atnalgama- Inetl?Ue, Dccrcue. SoulCCll, &Ion. • 

J803 and 1894 
1805 t? 18~ •• 

i~~ ::: :: 
ll)JO iQ 19,14 #0 

1915 to 1919 •• 
.)920 .to 1024 -~ 
]025 Co 1920 ~; 
1930 to 1934 .. 
1935 .. 
1936 .. 

Eae]l "'Year, 1925 to 1936-
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1G33 
193{ 
1935 
1936 

,. 

~-

£'000. 
50 

285 
1,066 
2,012 
3,107 
2,945 
4,902 
4,662 

576 
15 
15 

19,717 

1,111 
1,140 

921 
675 
715 
368 
163 
15 
15 
15 
15 
15 

£'000. £'000. 
288 
25 54 
31 

217 
1,290 125 

504 
2,069 48 
4,652 6 

250 

9,326 233 

1,435 2 
241 
900 

1,825 4 
250 
250 

TAD!.li: 47. 

£'000. £'000. £'000. £'000. £'000. J £'/JOO. 
338 59 279 
365 3115 

1,097 40 1,057 
2,229 10 2,219 
4,612 4,612 
3,449 225 258 2,967 
7,109 50 293 6,766 
9,220 265 710 

~'.2451 ·•~6 820 l,112 
15 15 
15 15 

,29,21~- 275 iM 2,373 26,254 

2,649 2,'>49 
1,381 .. .. 1,381 
1,821 265 710 846 
2,504 2,504 

005 965 
618 

i:112 
__ 01s .I .. 

163 949 
15 15 
15 15 
15· 15 
15 15 
15 15 

..... 

STATEMENT SHOWING THE AGGREGATE PROFITS OF THE TRADING BANKS-1893 TO 1936, AND HOW TREY HAVE BEEN APPµED. 

£'000. £'000. £'000. £'000. 
DividN1ds Paid- Ba.laneo of Undistributed Profits, 1893 130 

PreThrence 6,003 {Aft.er completion of Reco_natruction) 
Ordiuary 75,917 Proiita-1S03 to J9J4---- 80,920 "A" Group 21,876 

Reserves .. 19,717 "~ 
0 G;oup 9,75~ 

Inner Reserves a.nQ..Continge~ciea 1,046 
:Rep:i.ymCnt <>f De"posits .. 1,687 31,63~ 
Rems~temcnt of Ca.pit.al .. 1,923 Profita--1916 to 1936-
Sunm)'Purppscs .. .. .. .. 34 All Banks i4-,!)17 
Extjnguished' by Amalgam.atiops and Rccou- ---

!,tructiop.s 2il Toto! Profit.-18931<> 1936 100,MS 

105,59& Transfers from Inner Reserves to meet '.rrading 
130.ta.nco of Undiat.ribu~ Profl..t.e, 1936 1,191 Losses (180-1 to 1897) . . . . . ~ Ill 

106,789 106,789 

"NOTE re Ui-"lo:. BANK OF Atrsx~ LTD.-,For many years th~ accounts of this bo.ok wcro made up to 28th February. In 1034, tha date was 
altered to 31st ~vsu,st. F()I' ~o purp<>ses of the a.1Jo\""o BUJ'l;lll'lllry the pro~is for tho ye"an 1935 and 1036 ha.\""O i>een adjusted in ordo~ that tho amount 
inelnded sliall represent. tbo estimated annual profit. This will result in a. stna.ll difference betJree.o t.ha halanoo of undbtributed pro~ta in 1936~ as.shown 
in this atat<iment an.d as shown in tho aggregate Bajanoo-s.hoot of t-be Banb tu; at thn.t d&tc. . 

CA 

"' "" 

~ 
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T.ULE 48. 

STATEMENT OF FUNDS AND CAPITAL USED AND PERCENTAGE OF I'ROFIT EARNED ,um DIVIDENDS PAID-1803 TO 1936. 

l'erlod. 

Year lSo.t-A. .. 
B. .. 

l!'ivc Years 1805-1899-A. 
B. 

Five YCArs 1900-1904-A. ,, , B. 

liivc Years Hl05-19Qh-A. 
B. 

Five Years 1910-1914-A. 
B. 

Five Yenra 1915-1910 
Ffre Yean 1920-102-l 
.Fh-o Years 1025-1020 
Fit"c Years 1030-193,1 

.,. 

-~ 

Eaoh Year, 
1926 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1036 

1925-19?6-
., 

" .. 
" .. " .. .. .. .. 

.. .. 
,. .. 
.. .. 
" " .. .. 
.. " 

" " 

Total 
Pundt. 

£'000.' 
10,920 

" 9,461 

20.:Js1 

.. 12.063 .. 12,051 

24,Il4 

.. 12,403 

., 10,602 

23,095 

.. 13,924 .. 8,615 

22,630 

" 17,942 
.. 10,020 

27,062 

.. 34,779 

.. 44,906 
" 61,263 
" 69,170 

.. 

" 
55,073 .. 59,277 

.. • 59,582 

.. 64,068 

.. GS,322 . . 60,003 
" 

70,504-
" 

68,571 
" 

68,550' 
.. 68,620 
.. 68,654 
., 68,708 

Tolol Return Preference 
Pro.Ota. l'orccnt. C4pllal. 

£'000. £'000. 
543 4.97 

s:al6 3~2 3.61 

885 4.34 3,316 

636 4.44 
176 1.40 3,316 

712 2.05 3,316 

909 7.28 
400 3.77 3,316 

1,309 5.67 a;s16 

1,191 8.55 
3j24 643 6.30 

1,734 7.69 3,3-?'1 

1,631 9.00 
7~ 7.62 3,370 

2,395 8,56 3,370 

2,630 7.66 '3,290 
3,937 8.77 2,568 
4,057 8.09 2,326 
2,640 3.82 2,117 

4,822 8.75 2,53J: 
5,026 8.48 2,634 
4,096 8,38 2,326 
4,999 7.80 2,117 
4,043 7.23 2,117 
4,400 o.as 2,117 
2,963 4.20 2,117 
J,880 2.74 2,117 
1,953 2.85 2,117 
1,906 2.01 2,117 
1,007 2.91 2,117 
2,008 3.05 2,117 

Preference !l&14 Ordlrury ""'"' lktum Ordlna:y !l&14 
DMdcnd. Percent. CApl'!). Available. ?er cent.. DMdend!, Pttrcent. 

£'000. £'000. £'000. £'000, 
6,342 .543 8.56 511 8.0,'i 

112 3.38 6,091 230 3.78 125 2.05 

112 3.38 12,433 773 6.22 ' 636 5.11 

.. 
~:02 

7,3ti6 636 7.29 602 6.82 
67 8,527 109 1.2~ 35 0,41 

67' 2.02 16,883 645 4.06 637 3.38 

• i2s 
7,433 909 12.23 085 ~-21 

3.86 6,780 272 ~-01 104 LSS 

128 3.86 14,213 1,181 s:a1 789 6.65 

f52 
'7,795 1,191, 15.28 853 10.'o, 

127 4,622 -116 9.20 l1l 3.78 

127 3.82 12,317 1.601 ~3.04 1.0~4 8.31 

o.,ai 1,631 17.29 1,150 12,20 
146 4.33 6,340 618 Il.57 269 5.04 

146 4.33 14,771 ·2,249 15.22 1,419 9.61 

163 4.95 17,243 2,467 14.30 1,704 9.88 
1::?4 4.83 23,782 3,812 16.05 2,Bto 11.14 
105 4..51 32,297 4,852 14,70 3,794 11.39 
85 1,0 35,338 2,555 7.23 2.407 6.81 

.,, 

4.81 122 29,360 4,700 16.01 3,442 11.72 
126 4,97 30,762 4,900 15.92 3,665 11.91 
106 4.51 31,685 4,800 15.43 3,744 11.81 
85 4.00 34,241 4,014 [4.35 4;090 11.94 
S5 4.00 35,43i ~.858 13.71 4,029 11.37 
85 4.00 35,687 4,324 12.11 3,850 10.79 
85 4,00 35,947 2,878 8.01 2,820 7.84 
85 4.00 35,019 1,795 5.12 1,787 5.10 
85 ·1.00 35,019 1,868 5.33 1,749 4.09 
85 ·l..00 35,019 1,911 5.46 1,827 6.22 
83 4.00 35,019 1,912 5.46 1,783 5.09 
85 4.00 3j,0l9 2,013 5.10 J,894 5.-11 

"' ~ 

~ 
on 



TADLE 40. 

ALLOCATION m· 1'HE P!WF!TS 0}' THE l'RADINO JJAN.KS-1803 ·ro 1936. 

{$TA.TED AS AN AVERAGE ri::n. YEAll. DURING EACfI PERIOD}. 

Dhidtnd!. 
:RelrutaU--

s,oad ... ,. '""'"'· I '""=· I ,\,!:w::1c. f I 
hmtr Jlepaymrnt 

l'ctiCHI. lle11crv~. lle:icn·cs. of mfnt.ot 
.Prt<fercmcc. Ordinary. Dcp.,slu. Capita.I. 

£'000. £'000. £'000. £'000. £'000. £'000. £'000. £'000. £'oooi9 ·I £'000. 
Year 1894-.:\. 543 Oil 13 

Jl. 3-12 112 125 37 7 Ol 

885 112 636 50 7 80 

Five Ycan 1895-1890---\. 536 502 28 4 
B. 116 61 35 I 21) 8 5 46 2 I I 17 

71.2 67 537 57 12 5 46 2 I 10 g 
l<'h-o Ye.am 1900-190-t-~4.. ·· I 900 685 150 70 

a I 3 I B. .. 400 128 104 G3 17 24 64 3 

1,309 128 789 213 87 24 64 

lth·e Years 1905-1909-A. •• 1 1,191 853 310 )2 10 
B. .. 543 127 171 86 2 35 108 14 

l,734 ]27 1,024 4-02 14 35 1~· 24 

Fh·o Years 1910-1914-A. • .. , 1,631 i,150 440 4 37 
B. .764 146 260 109 4 74 ~- 7 

2;395 146 l,4-19 639 8 7< 64 44 

Five Yennt 1916-1919 2,630 163 1,704 689 3 I so· 43 42 
•• 1 •• ~i I Five Years 1920-1924 .. 3,937 )24 2,6,15 998 45 60 65 

Five Years 1925-1929 4,957 105 3,794 9)2 67 59 
Fivo Y~o.rs 1930-1034 2,640 85 2,407 11$ 

.... ._ 

.;. , .. "':' 

Each Year, 1925-1936-e--
1925 ,. .. .. 4,822 122 3,442 1,111 .. 81 . .. .. 66 . . 
1926 .. .. .. 5,026 126 3,665 .l,14-0 1H .. .. l . . 
i927 .. .. .. 4,996 106 3,744 921 .. 98 . . 127 .. 
1928 .. .. 4,999 85 4,090 675 50 60 , . .. 39 .. 
1929 .. .. .. 4,943 85 4,029 .'115 50 . . .. .. 64 . . 
1930 .. .. .. 4,409 85 3,850 368 70 .. . . .. 36 
1931 .. .. .. 2.gs3 85 2,820 163 .. . . .. .. . . 105 
1932 .. .. .. ·1,sso • 85 J,787 15 30 . . .. .. . . 37 
1933 .. .. .. 1;953 85 1,749 15 60 .. .. . . 64 . . 
1934 .. .. .. 1,996 85 1;s21 15 50 .. . . .. 19 .. 
1935 .. .. .. 1,9.97 85 1,783 15 15 .. .. .. 39 . . 
1936 .. .. .. 2,098 85 1,894 15 50 • .. .. .. 54 . . 

0, 

!:?l 

I --------



TARl,'E 50. 

).'ERCENl'AGE OF PROfl'l 01' l'll.E TllADING .BANKS ALLOCA'fED FOR J~,ICI[ OP THE PURPOSES S'l'.~TED---!891 TO 1936. 

l'NI~. 

Ycnr 1894- . .\.. 
ll. 

Five \"cnrs 1s9;;:-JS09-A. 
B. 

li'frc Years 1900-1004--A. 
• B. 

Five '.rears 1905-190!)- . .\. 
n. 

FiYe Y<'nn 1910-101.J......,-A. 
n. 

Five Years 1915-1919 
Fiv.e Ycurs 1020-1924 
Fivo Years 1925-1929 
FiV'e Yen.rs ~930-193--1: 

. ,. 

.... 

Each Yenr, l925-J0S6-
1925 
1920-
1927 
1928 
1029 
1030 
1031 
1932 
1933 
193¼ 
1935 
1936 

{ ---..--- -·--

.. 
-

·l'rol\L 
_.\,·:dL1t>Je. 

100. 

100. 

100. 

100. 

. 100. 
100, 
100, 
100. 
100. 
100. 
100., 
100. 
100. 
IQ(). 
100. 
100. 

Di\'11k111ls. 

l'refcttllct'. I OrJln.,cy·. 

9..1.10 
32.75 30.55 

12.05 71.S7 

93.69 
3~.20 Z0,00 

9.44 75.63 

75.35 
32.00 26.00 
---- ,__ 

lto•,•l/t\l!>'. 

2.40 
10.82 

5.05 

5.30 
10.36 

8.03 

10.50 
15. i5 

timer 
lll"IIH\'t"-.. 

0.81 
4.66 

1.69 

7.71 
4.25 

Jl<1f~1yml.'11t. 
or 

l>t)'f~ihl. 

3.0J 

0.70 

0.00 

lt1:hLSt11tc
mcnLo( 
Cl\J,l~I. 

~.=;;01 

tJ.48 

1iioo 

S11111lrf~. 

:i:os 
0.79 

i:ao· 
0.28 

0.75 

fn~?(':ll>C. 

3.50 
17.83 

9.04 

0.20 

0.44 

rJ('(;fc:-.1.~e. 

9.65 

2.55° 

0.75 

9,79 &0.33 - • 71.62 
23.40 31.50 

I 10.2_~1- I I I 1--- 1--20.53 ' 1.00 . . . . o.ss 
)jj.84. 0.37 6.-U )9.89 2.56 

Cl.Cl.; 1.83 4.89 • o.23 

7.32 50.06 2a.i9 I -o:80 I ,.02 1-o.2a ,- --_-_ - 1-·1.as -- 10.in 
19:13 3G.26 

0.10 59.~ 

6.20 
3.15 
2.J2 
3.20 

2a.oi 0.2s • • I I I ·2.28 
28.IO 0.32 9.69 

- 59.~s- 20.00 o.33 3.oo !?.67 • I i.84 I 

61.80 I t~-3~ I 0.11 I 3.27 1· 1.6! I I 1.6~ 67.19 -0,80 .. 1.14 1.;_ 1.0i, 
76.63 18.40 O.JO 1.34 1.20 
Dl.17 4.36 l.51-

8.38 

~ I_ !?.67 

3.27 I 1.63 
1.14 1.112 
1.34 

0.24-

... ...... 

.. -:-

2.53 iJ.38 23.04 l.67 1.36 
2,/H 72.91 ~.OS 1.87 0.01 
!LIZ 74.W 18.43 l.96 2.54 
1.70 81.81 13.50 1.00 l.20 0.78 
L.72 81.50 14.46 1.01 1.29 
1.93 87.32 8.84 1.!i8 0.81 
2.87 03,17 5.60 

I 
3.54 

4.52 95,05 0,79 J.59 1.00 
4.35 89.55 0.70 2.56 2.76 
4.26 01.63 0.75 2.50 0.05 
4 . .26 S!).28 0.75 3.75 1.95 
<.04 90.29 (),72 2.38 2.57 

"' Iii 

§ 
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TA.DLE (>]. 

AJiALYSIS OF THE CAPlTAL STB.UCTURE OF THE TRADL'sG BANKS, 1936. 

:ncscn·e IJ11bU!ly. 

N11mcof»:ink. I .\ulhorltiNJ. Unl.$$ued. 

£'000. £'000. 
Bank of A.deln.idc 1,250 

1:500 Bank of Australasia. .. 6,000 
Commercial Bank ol .Australfa. 

Limited-
Preference .. 3,000 863 
Ordinary . . . . ! • 2,000 

Com~crcinl Banking Co! of SydDey 
IJmitcd .. .. .. 12,000 2,52; 

English. Scottish &:. Auatmlliin 'Bo.nk 
Limited 5,000 

3:290 Nat-ionnl Bank of :~tra~·w, Limi~ 10,000 
Bo.nk of New South Wales 8,780 ·~o Quccnsltmd National B~nk I.imit;d 2,000 
Union DanJt, of Amtralio. Limited .. 12,000 

62.030 8,?l55 

Sul.6ctjlled. 

£'000. 
1,250 
4,000 

2,117 
2,000 

0,478 

G,000 
6,800 
8,780 
1,750 

12,000 

~3,675 

V~ed. 

£'000. 

4,739(6) 

2,000(a) 
1,8001•) 

?:0OO(b} 

i0,639 

J>aJdUp. 

£'000. 
1,250 
.J,~00 

2,Il7 
2,000 

4,~39 

3,000 
5,000 
8,780 
.J,756 
4,000 
--
37,136 

FttSh.ve. Amount.. 

£ £'000. 
5 l,250(e) • 4,500(t::) 

I 20 I 8,780{e) 

I I 14,530 

Nons.-{a} The unC4lled -capl~l i the EU.glisb, Scottish &.A~l!alinn :J3ank. Ltd. and o~rthe National Banko~ Aua~ Ltd. may be called 
up at any time. . • 

_,. 

(b) The uncnlled capital of the CommereinJ Ba~g Co. ot Sydney Ztd, an~ the Union J3ank of Auatrn~ Ltd. can pe·called up on1y in 
tho cve~t of, nf!d for the purposes of, liquidation if the procce~ of the uacts are insufficic;it to meet the ~bilitics. 

(c} 7'J:ie reserve liobill~y of the Bank of AdcloJfle, the Bank oj Austra~in. and tbo.&nk of Now Sout.h Wales cori be called up only in 
the conditio~ referred lo in Note (6). • • " 

... .. ..... 

::l 
0 

..., ,. -TABLE 52A. 
NINE AUSTRALLU; TRADING BANKS. 

Stn0LlBY OF LLuln.mES-1936. 

Adelllldc. AU$trl.• C.D.A. C.B.C. E.S.~.A. N'atlon.al. Sr.\t>SouU1 Queensland Union. ...... Wates· . National. 
- - ·-- -•-Total ... -

3oth ht.h , ... - :10th 30th 30Cl, ~td 31,, 
.l&rch, Octol,u, June, Jone, ~une, !brlh 1 September, J'unc, Aunse. 

JO:i:6. 1030 . 1930. 1!>36. 1930. 1036. 1935, 11180. 1.~SQ, 1oso. 

• £'0\)0. £'000. £'000. £;000. £'000. £'/)()/). i'ooo . .t'.'000. £'000. £'00Q . 

eal~~;ne? .. 2,117 
5:000 

2.117 
Ordinary .. 1,250 4,500 2,000 4,739 3,000 8,780 1,750 4,000 35,019 

Rcter'\·cs 1,000 4,475 2,250 4,300' ?,205 3;300 6,156 890 ·~ 30,450 
Profit nnd Los; A.ccoun,-;.:_ 

Appropriations for Dh-idcnd:9, &c. 25 liO JOO 142 156 131 132 35 120 1,030 
Bala.nee carried forward .. 37 103 00 uo 30i !GO 129 20 147 J,202 

Totnl Shn.rcholdcrs' Fun~s 2,312 9,3:iS G,0-W 9,291 0,732 8,597 15,191 2,005 9,117 60,S18 
Notes 7 3 15 14 I 48 81 7 176 
DOU! Payable, i~. 132 -l,339 1,300 1.1~1 2,010 800 7,140 349 l,198 18,461· 

~ D°fut~~ablo nnd Dcf:;red Sto~~ 1,873 2,751 :l,024 
Othc,r u:73s 37;i66 ~6.8&1 49,778 32,020 37,986 so:i-1s 8,640 34,4!1 322,65.J.. 

9,189 50,8-1.G 33,760 56,204 43,530 47,497 111,557 14,411 44,'i33 415,'i33 

Contingent Liabilities .. ~O;! 281 898 .. .. 1,056 3,593 .. .. 0,090 

PERCE!iT.\OES. 
Cupit.nl- Per cent. Percent. Percent. Percent. Percent. Percent. Percent. t>crcent. l>er cent. Percent. 

Pnifercnce .. 0.27 8:o• .51 
OrWnary .. 13.61 8.85 6.92 7.87 6.88 10.52 i.87 12.H 8.42 

Reserve.!! 10.88 8.80 6.07 1.U 7.50 6.95 5.51 5.97 10.8-1 7.32 
Profit and Loss. Accoun~ 

~ifu~°f::~f::i r;:~;~dcnds, ~-c. 0.27 0.33 0.32 0.24 0.36 0.29 0.12 0.2,i 0.27 0.25 
0.40 0.38 0.29 0.18 0.71 0.34 0.12 O.H 0.33 o.29 

Total Sh1ucbolders' Fun~s 25.16 18.36 19.47 15.43 15.45 18,10 13.62 18.49 20.38 16.70 
Notes 0.08 0.01 0.04 0.02 0.10 0.07 0.02 0.04 
BilJ,R PayQble, &~. 1.44 8.53 3.87 J.86 4.62 J.82 6.40 2.42 2.68 4.H 
DeP9sits 73.32 73.10 76.62 82.69 79.93 'i~-98 79.91 70.09 76.92 78.73 

100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 



TADLE 52B. 

l\"INE AUSTRALIAN TRADING ll..\1\'XS. 
Su::iotARY OF .:\ssETS-1936 . 

Adf!'Ialde. ..\ustm• C.D . ..\. c.n.c. 1-:.S.,t:.\. Sat!Dnat. Se1rSoaUi Qatet111laiid 1IufQn. la.'da. Wa.Je-s. Nntlono,J. 

30th 30th :ni,t !WU1 30th 
Tot.al. 

12th 30th '°'" 3J&t, 
March, Oetober, Jimc, June, .lune, )\nrch, Sc{ltcm~r. June, .-\UJntB,t, 
Ul3G. 1930. !930. 1936, 11)30, H>30. Hl30. 1936. IU3G. H13G. 

£'0QO. £'000. £'000. £'000. £'00-0. £'000. £'000, £'000. £'000. £'000. Coin, Bullion and :Money at Short Call 1,682 4,000 6,169 13,505 8,412 8,506 20,709 1,419 6,791 72,123 
Securities and Investments 856 9,479 2,762 • 5,410 2,150 1,662 . 4,294 2,295 3,112 ;\2,020 
Bills and Remittances .. 658 2,599 1,450 2,143 3,128 3,576 7,362 571 2,334 23,820 
Advunccs 5,660 33,301 ~2,211 37,854 29,112 32,447 70,592 0,578 32,120 278,884 ;g 
Property 353 567 1,178 1,232 734 1,307 2,600 /}18 361 8,886 ... 

Total Bnlance-shect Assets 9,180 60,840 33,760 60,204 43,536 47,497 111,557 14,4!1 44,733 •!15,733 

~ntingent Assets 262 281 808 .. .. 1,056 3,~93 .. .. 1;>,090 

P£nCE?iTAGF.S. 
Per cont. P~r cent. Percent. Percent. Percent. Percent. Per cent. Per cent. Per cent. Fer cont. 

Coin, Bt4lion and ll9~ey at Short Call 18.00 9.0! 18.24 22.53- 19.32 17.91 18.56 9.85 16.18 i7,35 
Securities and Investments .. 9.32 18.64 8.18 8.00 4.94 3.50 3.85 15.93 6.06 7.70 
J3ills nnd Remittances .. 7.16 5,11 4.20 3.66 7.18 7.53 6,60 3.06 .$.22 5.73 Advances 61.60 65.40 65.80 62.87 66.87 68.31 68.67 66.46 71.82 67.08 
ProP9rty 3.83 1.12 3.49 2.05 l.69 ~-75 2.,?3 3.80 0.82 2.14 

100.00 100.00 100.00 100.00 100.00 100.00 100.00 100,00 100.00 100.00 

.:, " .. ..., 
----·-- r 

"' 
TAllLE 53. 

AMALG~!ATIONS OF THE TRADING BANKS-1893 TO 1936 . 

. .ts per FJD41 AcooUDt.!. Comlderatlan. 
rellf. 1~--~~-~~--~---1 Acquired br-. 

Cnpltal. ne5crves. Profits. Tot:11. C&llh. Share!. 'lo~l. 

£'000. £'000. £'000. £'000. £'000. .£'000, £'000. 
1917-Bank of North Quee!\S• BankofQueensla.ndLtd. 162 162 

land Ltd. . . . . 162 37 3 202 Bank of Queensland Ltd. .. 83 288 371 
Royal l3ank of Queens• AWJtraliail Bank of Commerce 

land Ltd~ . . - . . 546 83 629 ;Ltd. . . . . . . 350 350 
1918-City .Bank of Sydney . . 400 55 3 458 Commercial :Bank of Awitralla. 

National Banb;: of Tas• Ltd. . . • • . • 26-t 264 
mania. Ltd. . . . . 105 83 6 284 National Bank of Australasia. 

Colonial Bank of Aus• Ltd. ,U-7 447 
h-alasin. Ltd. 439 310 12 761 

1,742 568 24 2,334 69'7- 807 1.594: 
G> 

1921-London Bank of Australia. I English, Scottish & .;\.ustralia~ ~ 
Ltd. . . . . 795 477 1,272 Bank Ltd. . . . . 109 -!59 568 

Commercial Dank of Tas- Engli1,h, Scottish &. Australian 
mania Ltd. . . . . 300 223 4 527 Bank Ltd. . . , . 610 616 

1~22-Bn~k of Queensland Ltd. 450 70 2 522 Natio~al Dnnk of .A~tmlasia 
Ltd. 520 520 

J,545 770 6 2,3:21 l,2f5 ~59 l, 704 

Royal Bank of Australia Sydney Ltd. . . . . 1,4!8 739 2,217 
1927-Bnnk of Victoria Ltd. • • 1 1,478 850 39 2,367 Commercial Banking Co. of 

Ltd. . . . . 750 665 29 1,-144 English, Scottish & Australian 
Western .Ausfrnlinn Bank 700 1,269 4-2 2,011 Bank Ltd. . . 750 375 1,125 

Bank of New South Wales $75 875 
~ 2-~-s-4 ___ i_m~--.-~-2~ ~ ~ ~ 

l931-Australian Bank of Com• I . Bank of New South Wales 1,280 1,280 
merco Ltd. . . . . 2,208 1,112 26 3,346 

Gn.um Tol'.AL .. I 8,423 5,234 HiG 13,823 4-,I?O 4,625 8,70:i 



"¥"eor En1cd :10th June. I 

1013 
1914 
1915 

1916 
1917 
1918 
1019 
1020 

1921 
1922 
1923 
1924 
1925 

1026 
1927 
1928 
1029 
1930 

!931 
1932 
1933 
1934 
1935 

1936 

,. ~ 

,., .. 

Coln, Dulll-On Year Ended 30th June. :ind Notes, 

£'000. 
1913 .. .. 1,741 
1914 .. .. 2,711 
1915 .. .. 4,987 

19)6 .. .. 19,644. 
1917 .. .. 16,2-14 
1918 .. .. 19,640 
1910 .. .. 17,967 
1920 .. ·• 8,057 

1921 .. .. 13,385 
1922 .. .. 14,193 
1923 .. .. 15,000 
1924 .. .. 15,238 
1925 .. .. 23,435 

1926 .. .. 17;92[ 
1927 .. .. 9,9.20 
1928 .. .. .5,797 
1929 .. .. 6,585 
1930 .. .. 7,5-18 

1931 .. .. 4,994 
1932 .. .. 7,814 
1933 .. .. 7,269 
1934 .. .. • 7,889 
1935 .. .. 6,595 

1936 .. .. 6,589 

TADL:E 54.-Co:o.wo~"'VE4Tll ~ANX OF AUSTRALIA.. 

C.1plbl.1nd 
Rcsetvc~. 

£'000. 

2 

H7 
526 

1,076 
1,023 
2,756 

3,451 
4,002 
4,4.04 
4,529 
4,697 

4,927 
5,218 
4,389 
4,618 
4,869 

::!i~ 
5,504 
5,812 
6,031 

6~240 

LIABILlTIES. 

nurnlC?cdlt 
lll'p:1,rtruent. 

£1000. 

279 
573 
873 

1,129 
1,398 

1,501 
2,05'/ 
2,185 
2,215 
2,240 

2,262 

DCJl05lli>nnd 
Accrued Interest. 

£'000. 
2,177 
4,559 
8,648 

29,746 
30,342 
51,940 
43,672 
41,003 

34,515 
42,091 
35,099 
31,915 
35,165 

36,729 
32,277 
42,488 
43,874 
42,813 

57,679 
63,587 
74,314 
83,573 
67,625 

74,871 

"hills Payable, 
_d:e. 

£'000. 
176 
555 
750 

2,361 
1,089 
l,793 
1,654 
1;073 

7,986 
2,459 
2,138 
2,030 
5,283 

6,829 
6,035 
4,119 
4,948 
2;757 

3,083 
3,832 
3,783 
3,888 
3,~95 

,6,956 

TilLB 5f.~o:mio:sw2.u:m B~ OF AVS'l'lW;U~mced'. 
ASSETS; 

?t1oncynt Retdon Short Term Go,·emment ' AC<'OUUt.Of Bills and Short Call· Convel'Ston Lo:m.,-- Securftle.,. n()l:nittnnce!. • Jn London. I.oans. Australia, 

£'000. £'0\)0. £'000, £'000. £'000. 
700 .. .. 1,313 2,1 

1,465 .. .. 2,819 3!?) 
2,840 . . .. 5,479 233 

5,605 .. .. 8,256 1,315 
12,780 .. .. ll,803 1,050 
21,805 .. .. 14-,4-fil, 824 

9,470 . . .. 15,646 1,087 
21,430 .. .. 17,975 1,320 

8,090 .. .. 33,304 7,174 
10,325 .. .. 34,876 2,212 
5,660 .. .. 38,034 1,536 
9,720 .. .. 38,773 1,364 
7,600 .. .. 38,892 1,51! 

11,ono .. .. 46,222 4,245 
4,435 .. 

::i,507 
53,732 3,482 

9,798 .. 16,378 3,185 
12,188 .. 1,301 16,949 4,894 
6,855 .. 1,140 22,310 11338 

8,107 .. 17,384 18,688 3,034 
13,267 

s:602 
10,687 28,180 1,858 

12,913, 12,841 36,201 1,892 
25,744 686 8,736 37,389 1,816 
Hf,295 307 4-,561 36,675 1,893 

22,938 2,999 7,497 36,777 2,037 

Savlng:,i Bonk T<)lal 
Department. J.iabUIUei!. 

£'000. £'000. 
2,690 5,04'7 
4,646 9,769 
1;1~1 16,721 

9,47~ 41,732 
12,443 50,40() 
15,228 70,037 
17,789 65,038 
17,982 63,414 

36,190 :::i~ ~ 38,057 ... 
40,151 81,792 
41,071 70,645 
42,:'jl3 87,44.8 

45,538 93,302 
46,470 90,682 

51,869 
54,569 
s1;s31 

67,539 
74,883 
85,876 
95,488 
79,69! 

89,329 

.. --

Dl!!eounils B,nk Tof.uI and rremhe5. """"· A:dvances. 

£'000. £'000. £'000. 
1;236 33 6,047 
2,4.05 38 9,769 
'3,053 129 16,721 

6,6qO 322 41,732 
9,235 288 50~400 

12,988 329 70,037 
20,560 308 65,038 
14,224 408 63,414 

19,587 002 82,142 
16,388 615 86,609 ~ 
20,825 731 81,792 
13,558 902 79,545 
16,123 887 87,448 

12,195 769 93,302 
18,344 669 90,582 
12,670 534 51,869 
12,213 439 64,569 
13,096 660 51,837 

14-,701 631 67,539 
12,035 1,042 74,883 

7,979 l,1'19 85,876 
12,167 1,061 95,488 
10,275 1,090 79,691 

9,473 1,019 89,329 



'J',\.lfLF. 5/i.-TK& 0o3UIOSW.t:.\LT11 liA..~K 01-' ACST~\Ll.\. 

S'rATIDlE~'"'l' SHOWING THE PlWl~!TS OF EACH DEPARTMENT AND TliE MANNER L~ WHICH THEY KAVE BEEN APPROPRIATED. 

Proat::s. Appropdatlo? of Pronts. 

Year Elided 
30th.lull<.'. 

General 
ll:ankantl 
S:i'°lng,1 
Jbnk 

De11t1rt-
1m:11L• 

1913 
1914 
1915 
!0]6 
1917 
1018 
1919 
1920 
1921 
]022 
1923 
1024 
1926 
]920 
1027 
1928 
102!) 
1030 
1931 
1932 
1933 
1034-
1935 
19:JIT 

£'000. 
•• 1 LoS& 47 

9 
:-m 

145 
379 
550 
847 
833 
696 
650 
402 
251 
334 
461 
580 
4U 
458 
;oo 
6:H 
4,12 
3i4 
437 
437 
420 

10,224 

Common• 
WC3.\th 

S1wl~ 
nnnk.• 

£'000. 

180 
~-&i 
261 
2:H 
!?59 
270 
278 
:114 
33$ 

2.362 

Note 
bauo 

Dep,rt• 
nit-nt:; 

£'000. 

407 
1,223 
1,073 
1,205 
1,278 
1,324 
1,130 
1;12s 

92G 
~38 
000 

1,741 
J,215 

720 
798 
s.;o 

16,037 

Rur31 
Clcdl~ 
Dcpart
!TICnt.' 

£.'OOQ. 

G 
20 
35 
49 
69 
87 
02 
43 
50 
40 
46 

524.. 

'Tot.'11. 

£'000. 
J.w~ 47 

9 
39 

145 
379 
550 
847 
833 

1,102· 
1,773 
1,476 
1,616 
1,012 
1,791 
1,730 
1,837 
1,674 
J,158 
1,565 
2,60< 
1,902 
1,603 
1,508 
l,&i6 

29,747 

lltscr\·e,., 
General 

B:ink 
l~p:irtment. 

£'000. 

. 
144 
379 
550 
847 
833 
695 
560 
402 
125 
167 
::"!31 
290 

Jlestrv~. 
Sa.ling, 
llnnk. 

£'000. 

247 90 
220 l:?O 
250 126 
317 ll1 
221 129 
187 135 
218 139 
:!19 157 
210 Hl8 

7,3131 1,181 
Le,, 1,076t Add I;076t 

'~I~ 

~&tlOtLAI 
Debt I To 

Sla~Jnii l'rcu1u-y, 
Fund. • 

£'000. 

120 
167 
230 
200 
337 
3W 
375 
4H 
3Gl 
322 
358 
3?6 
377: 

4,092 

£'000. 

407 
1,223 
1,073 
1,205 
1,278 
I,0-18 

852 
846 
695 
703 
460 

1,300 
1,108 

729 
798 
856 

14,637 

Rural 
cr.dlt, 
D,,.,,_ 
ment. 

£'000. 

276 
:?84 
282 
231 
235 
160 
435 
107 

2,000 

"""' I Rural Credit Cttdl.t& 
Dc~rt- Dev~Jop-
rnent rnent. 

Jl.cserw:s. 

Total. 

£'000 . 

3 
• IO 

17 
25 
34 
44 
31 
21 
30 
;o 
22 

202 

£'000. I £'000. 

144 
379 
550 
847 
833 

1,102 
1,773 
l,47.5 
1,516 
1,612 

3 1,791 
10 1,736 
18 1,837 
24 1,674 
35 1,768 
43 1,555 
31 2,604 
22 1,902 
29 1,503 
24 11598 
23 1,656 

262 I 29,747 

• Up cO SM nceett_1Uer, 10.27, tho proftu ol the Satlns, lkmk were Jncluded with the l~ftts of the General IJ3nJdn~ Dcpnrtmcnt. Since that datl! they ba\"t been ehown 
separate!)·. • 

t An amotttlt c,f .tI,Oi/i,~9S wns ltRntfcnc,J n.s nt. 30th June, 1028, from the Ilt-!erY('t of the G<'ntml ll.,nl.lnp: ntrnrtment t<l t11e Rr@tT\'d ol the Commomnalth S1wlni;a Raul:. 
tt U11tfl JP;:o tr1ci i1otc fi<-'lllt wnit 11n,lrr'tf1e ronrror of the Trc.vurr, • 

.. ).. • -- ii Iii , .. ,.. ! ! 
'!'Alli,& 6G.-C031l101'W.&ALTll SAVL"iGS lh!<K OF .t\.USTLt,lI.l.&.. 

SOAL\f.l.1'Y OF B.l.LA.'ICE-SHEETS-30w JUNE, 1928, TO 30Tu JIJ~E, 1036. 

~,r,-e Otb&? Tot&l Col.hand Oovttnmtnt =tf~1
• 

B,nt Other Total 
Yea! Ended 30th June. 

"'""· 
D11poe,lts. Ll:i.blllttea. L\abllltl~. ~oncyat Securl.tl!'9,- l'reml!CI. ~ti. u,u. 

Sbort.C&ll. 

£'000. £'000. £'000. £'000. £'000. £'.000. £'000. £'000. £'000. £'000. 

1928 l,lli5 -1s;124 712 50,001 5,242 29,434 14,399 926 50,001 

1929 1,286 50,605 744 52,035 4,505 31,886 15,180 1,065 52,035 

1930 1,412 60,050 588 52,050 1,612 33,150 15,247 2,041 52,060 

1931 1,629 49,818 255 51,602 3,989 30,580 14,916 2,lli 51,602 

1932 1,668 116,300 3,748 121,706 8,733 74,052 31,890 1,740 5,291 121,706 

1933 l,'794 1}7,043 4,185 123,922 13,00,1 73,1!0 31,093 1,519 5,100 123,922 

1934 1,932 124,065 .t,046 130,0!3 17,433 76,827 30,818 1,402 3,563 130,043 

1935 2,089· 120,133 4,737 !35,959 14,335 85,060 31,918 1,192 3,4.45 135,959 

1936 2,257 133,832 5,500 141,595 14,828 80,780 32,696 1,008 3,277 141,1)95 

SOM.MAI:t.Y OF i>ltOFJ'l' A.&.~D LOSS ACCOU~~ FJtOl[ lisT JANUARY, 1928, TO 30TH JU.NE, 1936. 

Ye:i.r Ended 3oth June. l (lro,yl"to6t. Rec:ch·ed ftom 
Sta.tcs. 

PAld.W::lt.'\tCS, Nct.l'?OBt. ~.ro llcsen-e Fund. l'o Natkin.al Debt 
S~lnlJ Fund. 

£'000. £'000. £'1100. £'000. £'000. £'000. 

1928-Six: months .. 201 21 180 90 00 

1929-Yea:r 240 1 241 -120.5 120 . .5 

1930-Year 343 8 2si 125.5 125.5 

193l-Ycar 2io 24 234- 117 117 

1932-Yoar 321 01 :?60 130 130 

1983-Year 437 107 270 135 130 

1934-Yoor -153 176 ::"!77 

I 
JaS,6 138.6 

1935-Year 527 213 314 157 15i 

I93~Year 563 220 334· 167 167 

3,295 53 84i 2,36\ I 1,180.5 1,160.5 

al 

-1 

~ 
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'l'Allf,B 67.-CcmMONWSAL'l'Jl or All&TnALlA, 

OVERSEAS' TRADE. 
(In millions of pounda etarling,) 

llard1Andls11, 
. P.iti:t'HOC.P.:rpo1tto,er 
Imports of Specie lud nutuon .. 

Total 
Yrarcn1lod I EXCC8i O( 
30thJunt. l·:XcCMot 0:r:r~~~lr~d 'P.xpott.t{+) 

Ex{lOtla-. 1mports, ExporUJ(+) 'l'ot.a.l. " .. , Au1lrnlla.c:om-Iror,orta(-). • 
Import.,(-) fl1lled 

n,pproxlmo.tel~·. 

1020 £~it·~· £Stg.tn, £'8tg,1ll, '£Sig.Ill. £Stg,m. ~St~.m, 
-151.2 - J0.5 5.1 2.3 - 5.4: 

10!7 131.8 lM.I - 32,3 11.7 2·.2 - 20.0 
·1928 137.6 •140,0 - 0.4 2.7 2.1 6.7 
1020 137.7 143.3 - 6.6 3.6 1.0 ·- 2.0 

1030 07.4 130,8 - 33.4 27.4 l.O 6.0 
1031 76.3 60.6 + IG.7 12.6 2.2 + 28.3 
1032 76.2 44.0 + 31.2 0.6 3.0 + 40.7 
1033 77 .8 56,8 + 21.0 17.7' 4,6 + 38.7 

1034 00.0 50.4 + 30.0 7.3 5.7 + 37·.0 
1035 81.0 72.4 + 0.5 6.7 6.0 + )6.2 
1036 08.l 83.5 + 14.6 O.l 7.3• + 23.7 

• ltnlhnlnar, eat1m1te. 

Sourco: Oommonu:ealth Yta.r Book o.nd Ovcr,eo:.t Trade BullUin. 

TADLl!: 08, 

COMMONWEALTH AND STATES.-NET EXPENDITURE ON. WORKS. 
SERVICES, ETC., FROM LOAN FUNDS. 

(In millions of pounds,) 

Yur cnllcil .30th Juno. Common,JC3Jth, St.Alu, 

£m. !DJ. 
1026 0.3 34.0 
1027 o., 33,3 
1928 8.7 36.4 
1020 8.2 • 32.J 

1930 6,3, 24.6 
1031 2.0 12.U 
1932 3.6 6.2 
1033 0.6 10.0 

!034 0.5 14,6 
1036 1.9 18.6 
1036 1.7 17.6 

Tob1. 

im. 
43.3, 
43.1 
45.I 
40.3_ 

20.9 
14:.5 
0.7 

10.0 

16.0 
20.G 
19.2 

&urat1: CommonlDt4lth Finance Dt1Udin1, and Qtv.1.rttrlg Summary of Amfralia•; 
&oiieiiu, . 

·'. • 

,,. ! 
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TAUL~ 60. 
COill!ONWEALl'U SECURITIES IN AUS'rRAL!A. 

AVZnAOE YIELD INOLUDJ?(O RW~ll'TION AT MARKET PJUCE,S •· 

Dak. 

1928-20tb M•roh . , 
28th JunQ 
28th Soptcmb~r 

' 20th Dccombor 

;1020-;~~ ~~=h : : 
'. 3rd O0tobcr .. 

19th Docornlx!r 
J93~3rd April .. 

: 3rd July •• 
2nd Octobor 

JQ,'J(-41th J6nu•ry 

; ~!~\!::oh . : • 
, 30th Soptember 

193t-7th Jonun:ry 
. 3l&t Mnrch •. 

30\.h Juno 
301Ji Soptrun~ 

AY~V'J.o D:i.lt, 

£ ,. d. 
.. 6 10 I 1933-Gth J1mutry .. G 10 4 30th Mnroh .. .. G 0 0 30t}1 Juno .. 
.. 5 6 6 30th Soptombor .. ~ 0 4 193-1--Stb JBnunry .. G 6 2 28th Mnroh .. .. 5 10 4 30th Juno 
.. 6 13 II- 29th Sopt.orn~r 
.. 6 0 7 UJ3G-7th Jnnunry .. 6 I 2 30t-hMnroh .. 
.. 7 0 6 20th Juno 
.. 7 I 6 30th Soptcm~r 
.. 7 14 4 l930-0tb Jnnunry .. 
.. I!? 10 JI 3IatMn.rch .. 
.. G 4 2 30th Juno .. 4 17 I 30th Soptomb~r 
.. 4 18 6 1937-tth Jnnuary .. 4 IG 7 
.. 4 I 8 

TADL'E 00. 
AUSTRALIAN TREASURY DILLS. 

lfoLDJ?."CB AT BN'D OF Qt1ABTEl'l. 
(In tboU!ands of pounds.} 

, R11dotQu0.ttcr. 
Common• 

wcnlth 
11:mk.• 

Sine 
'.l'T:i.dh1,: 
llnnkA, 

,1926-'Dcoo~ber .• 
1930-MarolL •. 

, ~\c~hor :: 
1 Docc,pbor .. 

1031-Mnrob .. 
Juno• .• 
Soptornbor .. 
DctoTilbor .. 

l932-')fotcb .. 
Juno . • 
Soptc1nbo.r .. 
Doeon1bcr .. 

103f-~~:o~ : : 
September .. 
Dccomhcr .. 

193+-~!n.rch· .• 
! Juno .. 

Sopt.ombor .. 
Dcccmhor~ .. 

103S:.-Mo.rch .• 
Juno . , 
Soptcmbcr .. 
December .. 

1936--'March .. 
June , . 
Scptcmbor .. 
Docombor .. 

I 
..1 

•• I 

£'000 
070 
oO 

i,620 
12,71G 
13,430 
14,775 
13,710 
U,025 
13,850 
12,'MG 
14,715 
10,820 
20,180 
!?l,470 
20,8-10 
!?!,OOli, 
21,070 
:?4,863 
28,0,13 
24,303 
21,&4.4 
23,405 
20,870 
23,221i 
23,523 
2{;,028 
31',160 

£'000 
1,225 
2,000 
2,200 
2,650 
6,380 
0,030 
7,100 

15,000 
24,000 
29,3f'.O ,· 
30,850 
as.080 I 
3fi.820 I 
3-l,015 
28,130 
28,730 

20 •• ,so I 29,030 
27,ll!i 
2ii,826 
22,600 
24,100 
23,1-1.0 
24,o.t5 
23,835 
2,1,870 
23,20.'i 
23,476 
21,870 

.. .. 

.. .. .. .. .. 

.. .. .. 

.. .. .. .. 

.. .. .. 

Others. 

£'000 
300 
260 
100 
6-0 

100 
225 

{60 
1,400 

50 
200 
{00 
310 
110 
GG5 
600 
000 
:;ss 
275 
365 
3G5 
335 
•140 
200 
:175 
665 
285 
275 
G66 

A,·cragc 
Yltld, 

£ 4. d. 
3 18 8 
3 JO 0 
3 14 11 
3 13 G 
3' 11 I 
3 9 8 
a 4 II 
3 3 6 
3 4 4 
3 8 0 
3 10 2 
3' l6 3 
3 13 10 
3 IO I 
3 17 10 
3 17 3 
3 10 7 

£'000 
2,500 
2,300 
2,300 
2,000 
0,000 

J0,870 
20,020 
31,225 
30,iOO 
,13,425 
4.4,090 
51,225 
50,84,; 
51,845 
48,870 
G0,700 
50,820 
51,260 
48,460 
5Ji03.'J 
51,008 
48,688 
45,12-l 
47,800 
51,080 
48,750 
4,7,0la 
48,778 
S3,58.J 
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ALPHABETICAL LIST OF WITNESSES WHO APPEARED BEFORE 
THE COMMISSION. 

Abercrombie, A. D., President, Brisbane Stock Excha.ugo. 
Adams, A. G., builder, Moreland, Vic. 
Adums, W. C., retJrcd eivH servant, Waltroonga,. N.S,W. 
Agutlnr, II., Lnnc Coves N.S,W. 
Akliurst, A,, :Ma.nnger, The Peq>etuo.l Ex~ntors nud Tl'ustccs. Associu.tio11 of 

.Australia. Ltd,, Melbourne. 
A1}\c\~lc~· J., President, Sn.ndringho.m Drnnch, Dougl11S Social Credit Movement, 

Angel, W., lfannger, 'l'be Savings Dnuk of South Anstrnlln . 
. Allnnml, F, W. G., D.S.O., V.D., :Mnnnger, Tho Dl'isbnne Pct·munent Building nnd 

Arml~~~.irg: g:mv~n~; ;~~d~~\~~:~~~l, N.S.W. 
Armstrong . .A, C., f11-rmer, CoUie, .W.A. 
Aso.dR, S., Mnnnger, 'l'hc Yokohnmn S11ecic Ilnnk Ll<l., S)·duey. 

::~f;;, ~V.~~n~pcfit!>~:c~rn;1t~~~1\';f~. Ncutrnl Dny, X.S.W. 
Harbour, •r. O., nrcliit«it, Potts Point, N.S.W. 
Dnres, G, W., StJlfo lion.~secrcta.ry, DouglM Sociul Crc<lit Association of N.S.W., 

uml the UmtOO Democrats, Sydney. . 
Dell, A, F., C.M.G., Acting Cfmirmnn, Don.rd o( Dlr~lor&, Com111011n·e1tHh D'1rnk 

of Austrnlin, Sydney. • 
Dcnn;t~ne~~-• :?ifo11ngjng Director, City :M11l11nl Life .d1111uruncc Society Ltd., 

Dc~k_clcy, A., Under-Treasurer of ,vcstcrn .Austrnli,,. • 
Dcmll, W. G., Gcncml l\!n.nn::;_cr; Younrrlnt!lbnnd Ltd., :arcll.iouruc 
Dlnckmore, E. G,, Chai;mnu, ;::;ydney Rt'ock Exchnnge. • 
Dloom_flcJd, W. J,, Director and Genernl • Sccretnr.v, The l\tutunl LHe niul 

Citizens .Assnrnuoo Compnny Ltd., Syclnc,·. 
llohcu, .:-\. V., Wondni, Q'ld. • 
noye11, L . .d, G., iro11£ounder aml cnginccdng 111nnufn.cturc1·, Toowooutlln, Q'ld. 
Boyd, ,v. A., formerly Gcncrnl :Mnnn.ger, 'l.'110 Prlmnry Producers' Drmk of 

Au.strnlJa IAll., Sy,lncy. 
Ilrnccy, H. E. r., rctir~d nierclmut nnd -comp:my cllr<>ctor. Eliznllcth nny, N.S.W. 
llnµm1ton. R. D,, cngmccr, Arnclifl'c, N.S.W. 
Il!'igdc11,, ,T. D,, Director, The Illmm.u of In<lustry. Drisbnuc. • 
Ilur~\!:~t~~H!;• l:i~J~\1!/;i_g Director, The Co-o,pcrntiYe Dnihling Society of South 

C1un1ibcll, n. :M., formerly Manager, The Fcdernl De.posit B'nnk Ltd., Brisbane. 
Carrutlicrs, G, S., :M.U .. J\,, Ilobn.rt. 
Cntls, N. $. H., Chnirm::m of Directors, Austrnlinn GnnrRnt<>c CnrpoYntion Ltd .. 

Sydney. • 
Chl\Ston, E. W., orehnrdist 1 K.i11gston•on-i.\t11rrny, S.d.. 
Choml<'y, A. C'. n.'B., journalist, South• Ynrra, Vic. 
Cocks, Slr A .. ·\ . . c., K.D._E., i\fannginz Dir~tor, Arthm· Coek!I .~ C'o. Ltd., Snlncy. 
Colm, W. J., retired cngm~r, Cnulfleld, Yic. • 
Collk-r, J. D., b:i.rriSWr-nt-hw, Chntawoocl, S.S.:W. 
Colmnnt G. S., O.B.E., General ~fn.nngcr. Austrnlinn F.stut.<!s IHtd ~fort••it;'.,!'(' 

Compnnr Ltd., Melbourne. ~ 
Com\·nr, '1'. P., ln.surancc officer, Sydnc.r, 
C"'ooch, A .. Gcmernl l\fn.nngcr, The Stnte Snyinrrs Bnnk of Vic. 
Cooke, S., ):tnnnger, Union _Trustee Cotnpnnr ~t .:\ustrnlin I.tel., :\folbom·11e. 
C'osW!llo, A. J., phnrmnccmt1enl ct1cmlst, Br1stinnc, Q'ld. 
CrcaT~•,?· L., S!!crclnr~•• Equity TrustMs Compn.uy of 'l'n.snmnin Lt<l., JA1t111ccston, 

C?urtlR. J. :'-.[., Secrctn\'y, 'fnsnmnian l?ermn.uout F.xccutors nml Trui.tces Associn• 
Lion Ltd., Launceston, Tn..q, • 

Clusnck, J. ,J.,, concl1buiider, Ynss, N.S.W. 

l>nnL~ .• ~~)·d~i!~-~rnl Mnnnger, 'l'he CommC!rcinl llnnklng Compn11y of Sydney 

Dn,·!dson. A. C., General M_nnngcr, Da11k or Now Snuth Wales, Sydncv. 
Dnnc!I,, \V. I-I., lnundry nss1stnnt. Annnmlnle, N.S.W. ' 
Dnvl!lon, F., estate ngcnt, Vrmclusc, N.S."W. . . . 

' 
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Deakins, F. C,, gro.zicr, Moree, N,S,W. 
de Garia, L. G,1 Ccclong, Vic, 
do Qarie, :lfo.ry C., mc:dfcnl practitioner, Gcclong, Vfo. 
Dewar, A. T.

1 
Assistnnt Gcncro.l Mnnnger, Tho South Australian Fnrincrs 

Co•opcrativo Union Ltd,, Aclclnide. 
Dicckmann1 E., Bossley, Park, N.S.W. 
Dongluss, H, V., J..tn1,10;gcr, Perpctunl 'J."ruslcc ,Com1mny Ltd., Sydnc.-y, 
Dowe, \V. A. E,, sohc1tor, Lnkcmlla, N.S.W. 
Drake, W. W ,, farmer, Ravenswood, 'l'ns, 
Dudley, T, A., Manager, Modern Home D'ulldcrs Co., Mt. La.wley, W.A. 
Duncan, J., Manager,, Launcest-On B1mk for Savings1 Launceston, To.s. 

~:~rc:stn:VH:;, ~~:~c!oll~1t!!~n~;~ 1i10
~~~~nlzo.tion, University of Melbourne. 

Enright, S, B., motor mcclmnie, Port Mclhournc, Vic. 
Fa.ll, V, G., accountant, Yn.rloop, W.A. 
l?nwknc.r, 1f., chartered aecounto.nt, Dovcrlcy, W.A. 
Ferguson, S. F., Director, TJic Auslrallnn Associn.Uon of British Mn.nufneturers, 

Melbourne.. • 
FJncli, S. R,, Holgate, N.S.W. 
l~ishcr, A. G. n., Profcasor of Ecouom[es, Unh•erllity o( \Vt!stcrn Australia. 
l!'lsher, J., rcrrigern.ting engineer, Eastwood, N.S.W. 
Flood, J., President, Free Economr Lcnguc, J>crth, W.A. 
Foley, J. C., meteorologist, reproSCnting tho Douglaa Sochtl Credit Assoeintiou 

of Hobart. 
Forbes, D. S., Chief Inspector, T-hc Qucenslnnd Nutio1111l Do.nk Ltd., Drisb1uic. 
Foster, Mrs. D. A., Como, W.A. 
1''rnscr, C. H., representing 'l'hc F..q1mt!o11 League of Austrnlin, )fclbourn<>. 
Friend, G., mn.nufacturcr, Sydney. 
Fryer, J., Dec Why, N.S.'.W. 

g:c1~;~iL.HF~V-nB~~!11~£~.:1 n1r~;:fur·p~~ef~!l~~~11
:r Economics, University of 

Melbourne, 
Gillson, W, A., General lfonnger, Goldsbrongh Mort o.nd Conwnnr Ltd,, 

J.fclbourne, 
Gifford, J. L. IC., Le-Oturer in Eeonomlcs, University of Que-0nsltind. 
Ooldflinch, T. L., trnmway employee, Royston Park, $,A. 
Gordon, P. F. G., General Mnnnger, Tho Comtnctcin.t .nnnk o{ Australia Ltd., 

:Melbourne. 
Greenwood, A. E.,. company promoter, Perth. . 
Greenwood·, A. V., ugcnt, rcprcscntiug '.Che Rq1mtion League of Anstmlu1, 

Mc1bournc. 

g~~~~~: ~-~·G!~~~R1n~f~1~~~~;.,c~;t:\~~i!,~ll~~:1 ~~~~V'ar Western Aui:trnlin, 
Pcrtl1. 

Griffiths, Hon. A., pn.tent attorney. Sydnoy. 
Guthrie, T., retired, Hornsby, N.S.W. 
Guy, n. R., elcetricnl fitter, Summer Hill, N.S.W. 
II.:iekctt, JI. J., irnnnging Director, Union Building Society, 'Melbourne. 
Rnll, .H, D.,. formerly· Presi<lent, Go,·ernmcnt SM•ing1 Bnnk ol New South Wnfos. 
Healy, G. n., Superintendent, The Dn.nk of Austrnlnsin, Melbourne; nnd 

Chnirmnn, '£be Assocln~d D'rtnks of Victorin. 
He3.rn, C. B,, General :Mnnn.gcr, T,he Colonial Mutnnl Life .Assurnnce SQ,.!.\et)I 

Ltd., Mclboumc. 
Hirrglnbotluim, .W. 0., retired grnzier, North Sydney, N.S.W. 
Higgins, (}., engineer, Sontl1 Ynrrn, Vic. 
Riley, T. A,,, Member of Committc,o, The Brlshnne Cbnntbcr oi Commereo. 
IlQ.ldcn, E. W,, Member of The· South AuRtrnlin11 Chamber of ?..fanufnoturcs. 
lluJ?hcs, F, W., Conncillor, New South Wales Chamber of Mnuufn.cturc!1. 
Hyttcn, T., Economic .Ad,•i!lcr, Bnnk of Xew South Wntcs, Sydney. 
Jrcinnd; P, l\f. de· Courccy, eni;lnccr, Hcldolbcrg, Vic. . • . 
bnn.ebscn,. O. L,, Assistant Gcncrnl Mnnngcr, Q'Jie· Dank of Adcla1<l<i; .4.delaidc. 

,T.ncobs, .A. N., medical pra-clilioner, Yitrloop,, W.A. 
Jamieson, M,, civil servant, Croydon, N,S.W. 
Jowell, E,, e~tn.tc a.gent, Petersham, N.S.W. 
,Tolmaon, C, E., civil scrvnnt, Wc!lt Hobnrt, ~nsmn.nin. 
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:r~~~;~nn~· i\·~nt;~:yc~~Pci::00
~~:::~A;i~rrus~s and, Atcncy <.'<t111pnny 

(Western AustrnHn) Ltd. 
Jones,, w. S,, Gcncrnl )111.tmgcr, 'fhc Trustcci; Executors nod .Agcnc)• Company 

Ltd., Melbourne. 
Jukes, J. V,1 a.cconntnnt, Wcstralinn li'<Lrmcrs Ltd., PcrtJ1. 

KirkwoO(i, N., mcdlcnl ofilccr, l>ninmQ.tfo, N'.8,,W: 

L<H.,, o. I!. s,1 Ma.ua:gu, rcprc,1;enting Tlie· Hemry George League of ~cw :-iouU1 

I.cite~,"'{~• l~dJ
1
:K;n11 l\ltumgcr, l'l1c Onion ]Jn.nk of' .Au!ltrnlin. Ltd,. )folhonrue. 

l.ennox•Bigger, •r. A., Secretary, Melbourne Chamber of C~mmcrce, 
f.iewie, A. H.1 Soorot«ry, Commonweulth-Dank of .Auetrnlm, Sydnur. 
J,inncy, A. lt, snlcsmnn, Nortb Bondi, N.S,W. 
f,oek, F., JJcllcvuc HIIJ, N.S.W. 

:?1Juhmf1 G., retired dl'U-J~l'. U.eMc,·n, N.Sl\\7, . 
Mortin, C. T., Mnunger, The Equity 'l'rustecs !l.nd .!gcuey Com11~11r T,t<l., 

Melbourne. . 
).h~uldon, F. U. )~., Profoai;or of Bconomic$, University of 'fnsma,ua. 
:\1cCillion, J., President, Vietorhm. Moster Drapers Association, '.Melbourne, 
:.\{cC1mn, J., l.'rcsidcnt, 'rhe Quoonalnnd Chamber of Mmmfactur~s (Inc.~. 
':\JcConno.n, J.,, ,J., Chief Malll\gct, 'l'hc Nnlionnl Dank or Anstrntru111\ LUl., 

Mclbflurnc. 
:McKn.y, H., orcl1nrdist, Saltwnler River. Tus. 
:.\fcKcrilm,n, C. R., PrcsidCnt, Uurnl Bnnk. of NCw ,South \Vale-!:I. S)•dllt',\', 
)fcLaughlin, J. J., DU\Ullfacturcr, South Brisbane, Q'ld, 
)Icl\lurtrie, J. A., rn.rmcr, Stn.wcll, Vic. 
)fcPhcraon, R. V. $., :Mnnngcr, The New Zca.hmd Lonu, an1l }.fo1·cnutllc Agcmcy

1 

~:gi~tfoit\\~ib':!~~~~1.u·nc; 1uHt Clinirmnn, '.rhc )folbo11rnc \Vonlllrokcrs 

)ic;WiUiam, H. P., estate a.gent, Mosnmn, N.S.:W. 

~~~{!Ilie;vr~.8
b~.ne~ouomist· to tl1e Co1wno11wcaltl1 Dnnk

0 

(lf, .Austra)iu. 
){urrny; L. J., S~rctnry, 'rhe Provident Life Assm·an~ Co, Ltd., Sydney. 
){utton, O., retired commeieinl tra,•cUer, Lindfield, N.S .. W. 

Naylor, R~, investor, Sydney. 

~~;;i~~11'c~··1,01
Gc~:~~1lb.~f~n~~tn~t~rw:t?1r~:1

1M~~u:f~1ti}~11
~\1~0<:iutio11 of 

Australasia. Ltd., Melbourne. 
XuttinA', F. U., Mn.nn.gcr, Modern P<>rmancnt Building A.nd lm·e!\bu\•nt Soeicty. 
• Melbourne. 

O'Connor, L, P .. D., Ml\nagcr, StD.tc .Ad,·n.n~s Corpora.tion of Queens),11111. 
O"'ilvie, E. D., f1u·111cr 1in1l ~1•nzicr, Glen Innes, N.S.W. 
orSullivnn, E., Joint General :M'nnnger, The J~ngJiRl1. Scotti!-111 mul A,Mtrnlinn 

Ito.nk I'Ad:, Melbourne. 

1•arkin~on, n. W,1 Mosman, N.8.W. 
Patten, W. H., Secret.try, Equitable Building Society, La1mOL-stou,.1·n11. 
t>a.ul, E. S. W., Chairman of Directors, The Austrnlinn Provincint A11,;11r:1.11cc 

Association Ltd,, Sydney. 
l~hillips, L,, fllllntcr, Sydney, N.S,W. 

~~~~~u?t, 'i:•, i~:l~i~i~;, l~~~lo!ici~~i~n~\rd\~1~~:t!~lj~n~i1~:e~;-~~;!:'°111·n~. 
Potter, W. J., ::\fombcr of The Stock :E:<cl1nngc C\f !.felbournc, 

Ucading, Sir .C. R .•. IC.C,M.G., Chnirmnn of the Bonrd of Dircctor5i. Common-
wealth Bnnk of Australia, Sydney. 

llcddn.wny, W. B:, RC.Sea.rcl1 FMlow in Economics, Uni\·crsity of ?iielhourne. 

Rt~\}!t~~~1
~ .• 1:re~~bc~

0
~~i;,~~ ~r:~l~xclin~ge of :Melbourne. 

Uhldlc, Sir- E, C., Governor, CommomvcnltJ1 Bttnk ol Australia. Srdm.iy. 
Hobcrta, A. G., Geuernl :MnnRger, The Port Adeln.ldc IndustTinl C'o-orw1·dth·c 

Society Ltd., Woodville,. S.A. . . 
Hubc'l't.a, T. V., wl1cnt expert, Crcmorn~, N.S.W. 
Uoscnstnmm, B., pnst President, Partl1 Cha.moor of Commerce. 

SuUe,t1m, R,, Cl1ief Sl.lpcrinlcndont, Couuuouwcnlth StHiug1 ].Jank of Au~trnliu, 
Sydney. 

SnUcl', H. V., Ma11ngc1·, Intlustrii1l Dull<liug So<:icty1 Sydney. 

~f1~;!.', 1,:. 
1
'J:: ~~~

10
i~crotury, '£he l'tdhti~ders' Club, Cobur '• Vic. 

Shcolu1n, Sir H. .. J.,. O.D'1E., SoorctD.ry. to the Commonwca.lfl1 Treasury. 
Shields, C. W,,, w1reworkcr, Leicbhardt, N.S.W. 
Simpson, J. J., Albei:t· Park, Vic. 
Skermnn,. ,T. H., !arm(!r, l{aleny,. Q'ld. 
Smith, G. R, 13., GenaraLMnnager, 'l'he Australian l'ro\·h1clnl. A~1311ram•c :\s~or.in• 

tton Ltd;1 Sydney. - • 
Smith, R, S., Manager, .A.uatrnlluu Mcrcant.ile Lnnd. u111l l•'iia:u1el' Co111p1111y T."td., 

$mlti{:.
0J:, Secretary, Nu.tio11a.l Executors a.ml '.L'rustcea Company ot '.tuamn11i1t· 

ttd., Hobart. 
~~~it:~~t' ~::~~-~~:~:~u~~ 11t~c~C~t~tralinn llutunl l

1
ro\-itlcnt Socicly1 SJ:d11cy •• 

~r;~,~~t', t{;, t'.,PS!~~t1ii~:ie!t8
{:· Auatrnlia, Dalgcty &. Co, Ltd., Sydl;l!y. 

Stewnr~,. V. E.1 ha.nano. merehnnt, .Briabnnc. • 
Strneb11n, Mrs. A., Crcmorne, N,SlW. 
'l'ensdn.lc, J. S., General President, '.1'be 1>rimary l!rotluccrs' A~sori11tion-of 

WOflilcrn Australia. (Inc.), Pettb. 
'11101t1ns, F. W., retired; CNmOrtH!, N.S,W. 

Thot~l'~f,~~l 'iu!\\!r!:!:1l~'\o~~r~~~f~,itd~tiJ~j~~~!•n:~1•1111~rnnce n utl (;e1.1crn I 

'J'ho1~hcnQ!•n!~r;,~-~~:J:!~~eC0~11:lJ<lo~Tt1~t!1~~a.~~h~~tr~1~e.lbourne; rcpn~~c11ti11µ; 
'l'icklo, .A. J, D,,, woollen merel1nnt, Melbourne, . 

'.f ~~r l~~~:n?i:
1 :f :nA~°k .. ~it:~:gf;~t·tire~'t!r ~p~c;:1~~~i~::£."~;n~l!~• :.\ti.1

i:1i1~;;1t i \'(! 
Grnin Iusuran<-e nnd Age11ey Company Ltd!, Syduey. 

Wul11wright, J. W., A1tditor-Oeucrnl for South Anstrulla. 
\VR.\lace, L. D., Ptt'ullc Offioor; lndustrfo.I A<'ccptnm~e Gorporntion r,td., 

Melbourne .. 
Wu.Iker, E. Rl, U?cturer in Econoin[cs, University of Sydney. . . 
Wnlton, J. T., Mnn11gi11g 'Director, Cnsh Orders (Amnlgnmnte<l) Ltcl., Sytlnf'>'· 
Wu.re, F. A., Branch Mnnngcr and .Attonicv, Ge11ern1 ~rotors ~tct11.!ptr1r1r-c 

Corporntion, :Melbourne. • 
Wnrrcn, W. J,, ?ifnnnger, The Stntc llnuk of Sontft A1,str:11in. 
Watson, F,, Ginnindcrrn, F.C,T, 
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