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Muddled Money Situation Explained By

Bratter Says Silvér Not Wholly
- Responsible For U.S. Trade Drop

 World Depression And Decline In China's Exports
Declared Major . Cause For Her Lack Of
Purchasing Power In Foreign Market

The silver situation, which has prices continued to decline. although
one half of the: world riding in the offerings  slightly dscreaszd.
limousines and the other half This perhaps may be explained by
pulling rickshas. and which "is the infivence of the general com-
widely discussed . but usually mis- modity price level and the changed
understood is explained so that the purchasing power of the dollar In
general public may understand it in which our silver price is stated.

a paper rccently released by Mr.
Julean Arnold, American commer- - .
clal -attache Im Snangimi. The susprnded at once, nor can i
paper was prepared by Mr, H. M. absolutely be regulated to mee.t, de-
Bratter, of the staff of the United mand. There are no “pure silver
‘States ' Department of Commerce. mines, the ore being* invariably
Briefly in‘ substance Mr., Bratter found amalgamated with ores of
snys: ! other metals. The most nearly

While the use of silver as money
has declined, its production con- Of the United States output. The
tinues pracuically unabated. The Bureau of Mines publishes a state-

_ drastic decline in price during the MeBb showing that4 from mf
last few years indicates that the Standpoint of value 485 per cent
relation of supply to demand has of the world's silver output comes
altered. Tms change has been a {'OM mines where sliver
matter of great congern. on the one*grincl|)nl revenue producing metal
‘hand, to silver producers and th- the ore, a fact which i“d‘c“tgs_

silver producing % at it is much easier for other

. tries to regulate silver produc-
countries, especially Mextco, and on ;€0UR ! ! !
the other, to silver consuming coun- tion than for the United States:

tries:and the nations trading with

Production of silver can not be

Asin Chiel Market

them. ) »
Numerous Remedies Asia is the principal market for
Numerous attempts are being sllver, and North America 15 Asia’s
made- to define the adverse effeats principal source of supply. In

on tiadsz of the decline In the vrice 1920 India . was supplied with 94.-
_of silver, and to offer remedies. It 500,000 ounces, China with 123,000,
is therefore vertinent to examine 000 ounces, and' Hongkong with
the supply of and demand for- the- 14,000,000 ounces. These three
metal; to trace the causes and countries took 231,500,000 ounces of
- effects of changes in its price: te the total shipment of 315,000,000
‘give some attention to the market- ounces to Asia, obviously a major
ing of silver, and, so far as space portion of ‘that. distributed to the
. permits, . to ‘some of :the' proposals 1Orient. v T e c
“for “remedying™ the -presetit-situa«ii :When ~the “deiiand ~for”silVer’ n
tion.: . China and India bccomes increas-
The question has a tar broader ingly effective, it is 1mmediately
aspect than the exigencles of the reflected on the price of silver for
present moment. The, widespread that demand is the most important
adoption of the gold standard has determinant of price. :
not provided the world with o .
thoroughly satisfactory monetary
medium. While the gold standarcl States Mint show that more silver
is believed superior ~to the now than is produced m‘ the United
defunct  gold-silver  himetalllsm, States in 1030 was sent to India
there are occasions when the ghost and China from that country dur-
of the latter raises its head. 1t s ing that - year. This anomaly Is
urged that we should restore sitver explained by the fact that figures
to its place beside gold, make it for re-exports  incinde only that
agaln a co-standard of value, ang silver :whjch is sent abroad _in the
“thereby not only lighten the lopet form in which it arrived in th:-:
now carried by the more valuable United States. In this- class 1§
metal as the foundation of the silver. crossing the United States
would's credit structure but, at’the under bond. The important point
same time, make smooth the coursi .
of trade with Asla. :

Potential Supply

Figures sent oub by the United

“Supply” does not mean that vast
stock of sllver mined in centuries
past and gccumulated in the form
of works of art or piled up in the
hgards of India and China. These
are only potential supply. Being at
present interested in the price of
the metal, we are concerned only
with, the market supply which at
any given moment or for any
selected period is affecting the price.
This supply consists of newly mined
silver and metal. minted in times
past  and again coming on the
market. In short “supply” is the
-total volume being offered, and for
a given year, the supply in the total |
“of the offerings during the .vear.
The speculator who enters the
. market for a “quick turn® -time
after time. whether as a seller or n
. buyer, affects the price of silver in
the same way as do sellers and
buyers of newly mined stiver. Bona
fide . and speculative sellers or
Dbuyers of Chinese exchange and,
in China, of forelgn exchange also
influence the price of silver m
eqim_] degree per unit of operation.
) Mexico Increases
In 1918 Mexico's gradually In-
_creasing production of silver passed
that of the United States. and since
. then it has almost doubled Amerl-
‘can’ production. From 25,000,000
ounces in 1014, Mexlco's produc-
tion had developed to 108,000.000
ounces in 1928. The United States
61,000,000 Canada 23.-
000,000 and Peru 21,000,000 ounces in
1929.
. Despite the fact that the price
has been steadily decuning, untl
recently the world silver supply
_has maintained a cuntinuously high
level. Some attribute this to the
is amalgamated
with qther ores and is mined as a
necessary - by-product of * other
metals.
. Offerings Decrease
The normal expectation is for
the price of silver tq decline ad-

- versely in proportions to' heightén-

-+ing the supply. In 1930, however

i aid

pure ore vroduces about 20 per cent

is the

‘|may be exi)ected to show consider-
-jable
"the average. Also it may show'a.

_{the high price of 1878 was for the2

U.S. Department Of Commerce Expert

“Newest C.N.A.C. Plane

The new Keystone Leoning aiv yacht, recentiy added to the China
National Avintion Corporation’s serviee, is pictured above.

is that practicaily all our silver iy speculation, embargoes on silver
goes to Indin and China. (axports Irom the United States, Ja-
Distribution Grows 1>an, and other countries, and other

Since 1924 the distribution of the (AUSes, This condition, belng ab-
world silver production has in- mormal, soon righted itself.,
creased from 249,000,000 fine ounces Results OF Speenlation
to 315,000,000 ounces. Hongkong, such examples of temporary dl-
adversely, has reduced its production ‘vergence of the silver prices from
from 108,000,000.in 1924 ounces to the general course of commodily,
945 million ounces in 1930 while :are exceptions to the generul re-
China has increased its distribution 'latlonship in. commodity and siiver
over the same period of time from  prices “Synclines” and “anticlines”
417 million ounces to 123,000,000 are results of speculation.
ounces. Of another sort is the pradually

China In 1914 exported G.$9,100,- Widening-gap apparent in tire course
000 of silver, The export of silver of the price of silver and of other
gradunlly ceased, and China found commodities. This may be likened
it necessary to import the metal to b0 the tangent-like movement men-
such an extent that in = 1920. tioned above. If a commodity pas-
G.$114.900,000 of silver was brought ses into greater and greater dis-
futo the country. This fell to $24,- use, the price of that commodity
000,000 on the following vear, but may be expected to disassociate it-
since then the import rate of sil- self from the price of the general
ver has risen to $67700,000 in 1929, price level. This may be, in part,
The -rate of- ituport -of..silver mdf}, w valid explanation of the declin-
cates prosperity for China. In good Ing price of silver in-recent years.
trade years, the import increases. Closer- Association
The gold fmport rate has varied  while charts may show oceasion-
pr9portionntely with that of sil- ) lack of relational changes in
ver. commodity prices and those of sil-
ver, if it Is remembered that the
value of silver has also changed,
chart lines will be drawn into more
close associatlon.

Although the decline In the
of sliver between December, 1926
and’ December, 1930, may be con-
sidered great at 47.7 percent dec-
line per cunce, this is not so appal-
ting when it is remembered that its
divergence from other prices wa:
only 32.93 per cent.

Factors Widespread

The silver market, being u world
market, the factors which make up
supply and demfind ave.multiple
and widespread, Supply, as stated
before, is dependent upon new pro-
duction and “other supplies.” The
discovery of new mines or of new
metallurgical processes  increases
the supply of silver. It is affected
by demands for amalgamated or
.by-product ores.

As in the conspicuious exnmple of
India’s treasury's selling of silver
since 1927, changes in coinage prac-
tice such as reduction of fineness
of subsidlary silver coins quickly
reflect themselves in the supply and
price of silver.

Dependent On Conditions

The demand in Asia is dependent
upon favorable trade conditions,
good crops, domestic tranquility,
actions - of  governments, strikes,
shipwrecks interfering with - deli-

Cheaper On Decline

When the price of silver declines,
silver becomes relatively cheaper,
in Chinese eyes! Therefore, silver
becomes a “batter buy” and Chinese
purchases of ‘it aré likely to record
not only an increase in' volume
bought due to the lower price bub
an increase in .value of silver
purchased due to the investment of
a greater share of the Chinese
income in silver.

India, on' the other hand has
gradually imported less silver an-
nually sincé 1918 when in accord-
ance with the Pittman Act, Amer-
can silver :dollars were melted and
sold as bullion to India to be re-
placed later with ‘purchases f{rom
the open market.

price

Momentary Deviations

A graph representing the price of
silver over a number of years would
closely follow the curve .ol whole-
sale  commodity prices. Between
1914 and 1930 the price curves of
these two items are almost syn-
chronized. However, as the index
number is made up of prices of a
great number of commodities, a
single ‘one of those commodities.
momentary deviations from.
long trend, or permanent, tendency’
to move off at a tangent, as in tho
:ﬁzgutzl'commodities passing Into de-- yerjes of silver, speculation, warfare
E e. Cand for ; . '
Since the irregular behavior off adgxcf;));glgg: ?:;22:5;0,?: e;x;tlo::d
the. cominodities whose prices com-- with sllver-using-‘ countries nare
;);::e p:"i,:csmige’t:o nhl:am::le;LdWhoml:; worthy of special note in considera-
action on the part 0}’ the Tlli:cr tion of the silver question. China
mmodity "noad. ot ‘be & silverr 4o 1hé most important silver-using
y need not be surprising. ,ation, Others include Hongkong

Thus, In September, 1917, wher) purgia. Ethiopia, and Honduras ’

System Is Complex

China's currency system Is very
complex and heterogeneous. It may
be claimed with accuracy that China

‘irst time regalned, the price of
silver was ahenq'of the wholesali®
zommodity price level' and provecd
w0 be ahead of the general trend o f

the silver price. This was usecd  (Continued on Page 18, Col, 3.)
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Muddled Silver Situation
Explained By U.S. Department
Of Commerce Expert

(Continued from Page 11, Col, 4.,
5 #s much on a copper, or & cop-
er-silver, standard as on a sllver
The foreign trade of the
ountry nearly all “passes through”

tandard.

Alver at one stage or another.| in Shanghal climbed from 107.9
I'herefore, to  the foreign trader.| millions of fine ounces to twlce
Shina 1s on a  silver basls; and| that amount.

shanges in the value of silver, be-
ng usually reficeted immediately in
thanges in the silver cost of for-
are very
The
units are the,
the Mexlecan dollar
‘hoth of these are coins), and the
Jhenghal tael (which is a wclzhtl
In
Hongkong, there §s the Hongkong:
Jollar (hoth coln and paper), These |
heing  defnitely ascer-
lnined by  welights of . silver, are

sdgn  trade merchandlse,
‘enl to the. business man.
winelpal currency
ruan - dollar,

of silver, and not a coin).

currencies,

quoted In the foregn exchanges,

When the price ot stlver increases

is lessened in New York and Lon-
don. e
. Stocks Climb .
Since January, 1928, silver stocks

Shanghai stocks are, of course,
not the only. factor in the price of
silver. But they are watched by the
marketl and, as in March, 1931; are
sometimes regarded as a leading
index of silver market conditions.

| when advocates of plahs to sup-
port artificially the price of silver
say that the decline in'its price has
cut the purchasing power of Ching,
they refer to the purchasing power
in foreign countries. They point 10

the decline of 1930 in American cx-
port trade and conclude that, if we
raise the price of silver, we. will
make it posstble for China to buy

in New- York or London by, say, 5
per eent, the vadue of any of the
currencles named nbove also ins
creases hy approxlmately the same

more of our merchandise.

No Statement

anotnt,

since the price of silver in

the value of Chinese

very close.

There is always some op-
portinity for arbitrage operalions.
New
vork is not necessarily exactly cqui-
valent to the London price or to
currencies,
But, in general, the coincidence is
Whereas, to the Ame-

They  present no profit and lose
stutement of the transaction, no
comparison of the probable bene-
fits of hetter exports with the pro-
bable cost to us of effecting an
increase in the market price of sil-
ver. One of the points these “plans”
have omitted to mentlon is the de-
cline tn our trade with all countries,

same year declined 38.2 percent—a
siriking colncidence. :
) Higher In India .
The price of silver is today higher
within India than outside by 134
\cents (compared to price of about
30% cents on March 17, This is
due to recent taxation of siiver
tmports. and production by the
government with a vley toward
raising revenue and perhaps- ot
giving an advantage in the indian
market to the silver produced by
the government refinery at Bombay.
Instead of increasmmg India's gov-
ernment's sale of demonetized Xu-
pees Imports in 1930 continues at
even a higher rate than in the pre-
ceding year. This was - probably
due to the limited capacity of the
Bombay refinery, much of the sil-

ver having to be shipped tu Lon-

don for refining, and possibly o the
hoycott of ~ British rehned - sllver.
The continued heavy Import of sil-
ver reveals no loss of contidence.
Rather it seems to indicate onen
more the fact that, when silver Is
cheaper, it is held by the: Indian
people to be a “good buy” audd a
desirable Investment. A heavy toli
In price stimulates silver imports.

The Indian government finds it-
self In a rather peculiar position
with regurd to silver. Having amn-
mitted itself In 1826 to the evei.-
tual adoption of the gold bullion
standard and the gradual disposal
of but 250,000,000 rupces of siver
coin’ from the paper currency rve-
serve (there being then about 850,-
000,000 rupees In that reserve), the
treasury has heen melting rupec
colns and selling them, The pro-
ceeds wre converted into gold o

rlean silver miner or refiner, siiver
1s simply a commodity and the sil-
ver price a commodity price, to the
Chinese and to the operator in for-
eign exchange silver is n currencv
sultable for the settlement of In-
lernatlonal  (and  within  China,
domestic) transactions.

Dun) Nuture

© Phls dunl nature of stlver resulls
In this: that any change in the
price of silver Is a change In the
external yvalue of Chinese currency,
and any change in the latter——such
as  follows  balance-of-payments
changes—Iis ldentical with a chanae
in the price of silver. 4 decline in
the price of silver means u decline
In the purchasing power abrond of
Chinese money.

1t is beenuse of this tuct that it
hus been repentedly clalmed in the
past year that the purchasing po-
wer China's 400,000,000 people has
dectined with stlver, “purl passu.”
What are the effects on China’s
purchusing power?

Stocks Significant

Among the baremeters of the sil-
ver market, Shunghai stocks are re-

gurded ns very significant, since
.Ching 15 the largest consumer ol
siiver, and Chinese consumption i<’
reflected i Shanghal stocks. The
supply of silver in Shanghal and
other treaty ports may be likencd
,to the merchandise on a grocer's
shelves.  When the Inventory runs
low, new orders are placed, There
is nn Important difference, however,
sinece the stock of stlver in Shang-
hat is fed, sometumes from forcigm
sources nlone and sometimes frouy
within  Chinn,  In time of dis-~
Lurbutices such as were experienced
In 19340, stlver flees to Shanghal oy
other treanty ports where (oreigm
protection exisls)  for snfekeepify
When wealthy Chinese  from the
intevlor look for personal protectior
In the treaty ports, they also bring
with  them thelr portable wealth,,
including  silver. Interfor banks;,
stmblarly, send silver to the Lreaty
purts to  prevent contiscution by
wurring clements, '

‘Phins, stlver ab thnes pours invg
the lurge const eities from  within
Chinn, creating an oversupply om
the loeal stlver market, Morcovey,
the very causes which prompt the
flight of silver to forelgn protection

are the cnuses whiceh destroy wealthh
and nterfere with Lthe production
of new wealth In China,  Warfan
und bunditry, moreover, prevent th
free flow of - export goods to  th
seaconst.  Ine this way China'’s ac
cumulntion of oversen purchnsin
power ix diminished and the ef
fective Chinese demand for  silye

In many Instances
more business with gold-standard
sountries or paper-standard coun-
tries
China; of - this fact
aastly obtained.

clined 282 percent,
world American exports suffered ¢
decline of 2677 percent.
trom China declined 382 percent
Such a decline In exports must ob
viously have affected China’s abilit;
to jmport silver.
aot use silver to pay for her im
ports, but uses the nel procecds o
her exports (visible plus invistble
to buy silver.
silver means that China can hu
sflver more cheaply than
rather than that China’s purchus
ing power abroud has dechned,

we have lost

with  silver-standard

statistical Is

than

Even If our decling in trade with

Chinn were an lsolated example, it
is far from evident that such de-
cline can be attributed to the pricc
iof silver. Since silver and exchange
are in China two phases of
same thing, the decline in silver can
jyst as well
part) from changes in China's bal-
ance In puyments.
‘China’s merchandise imports from
us and other nations declined, her
exports have also deciined.
the standpoint of China’s consump-'
tion of silver, the exports, visible
plus “Invisible, are the determining
factor.
invisible lmports other than silver,
4 surplus exists with which to buy
siiver “dbroad.
exists.
China each
oten an importer’ of silver on net
balance and has, therefore, had the
necessary export surplus.
.nately, we nave no iecent balance
of payments- cstimnted for China.

the

have originated (in

Not only have

From

1f they exceed visible plus

If not, no surplus
As our figures have shown,
year since 1917 has

Unlor-

- Ametican Tride Drops

American trade with Chinar de-’

clined 33.6 percent in 1930 from 1920}
figures.
than the 28.4 per cent decline of the'
Jnited States with other foreigy!
countries.

This is not much worse

American exports to Chinn e
while to the

Import:”

For China doe

Hence, o decline 1

hefore

he amount of siiver in Chin

absorbed in 1830 was only 10 per
cont less thun in 1929,
of that silver was 3a.6 pereent les:
And the value of our imporls ¢
Chinese

The valy

merchandise during b

standard.

gold convertible securitles.
Store Of Rupees Swell

Although the Indian governmens |

began selling its rupees in 1927 in
efforts to. attain the
marks, the store of
swelled to will over

rupees has
1,000,000,000.

Reasons for the inflow of rupees|’

into the treasury le in the fact
that the quantity of fine silver in
a rupee (165 grains) wineh is being
computed on a geld basis buys more

than 480 grains of fine silver. Thel

advantage to the Indian buyer ol
silver is obvious. Since it under-
takes to peg the exchange, the 1n-
dian government suffers the loss.
It sells sterling at approximately ls,
6d.; the sterling is then converted
into silver; and the silver is brought
to India.
Other Reasons '

Other reasons for the return of

rupees from circulation are poor

250,000,000 i

business as incidental to poor crops,
and the 1929-30 investment of Tu-
dian States reserves formerly held
in coin.

India has inestimable hoards of
sllver,

Mcxico also suffers from the de-
cline in price of silver, but as the
world's chief producer of the nietal
rather than as a silver unit nation.
Mexico as is all but one Ceutral
American nation is on a gold
Mexico's main ditficulty
‘comes from its inability to mantain
free exportation of gold to keep lis
silver currency redeemnble in gold
both Internally and externally. This
has resulted in a decline of the
Mexlean exchange and internal
disparity of silver and gold currency.
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