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México,D.F,, 5 de enero de 1934.

Banco de México,3.A.,
Av. 5 de Mayo 2,
Ciudad.

My estimados seliores:e

Para ser usados en estas of'icinas de Anzures,
me permito ro a ustedes se sirvan ebsequiarnes 4 blg
ques calendarios para escritorio, asi como slgunes de =

Los otros objetos tan dtiles que generalmente obsequian
ustedes a su clientela con motivo de fin de alio.

May agradecida, quedo de ustedes atenta y 5.8,

S.Gonzdlez
Sy .Particuiar.

SGewAPe

Y



México,D.F., 9 de enero de 1934,

fL ,sﬂiff
2
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Banco de Néxico,S.A.,
Ave. del 5 de Mayo 2,
Ciuded.

May estimados seliores:=

Por instrucciones del sefnor General F,Elfas
Calles y con cargo a la cuenta del mismo, muy atenta-
mente suplico a2 ustedes g@ sirven situse:
$500.00 (quinientos peses) al Banco Industrial Heface
swe=weww clonarig de Lebn, S.Asy de Ledn, Gto.

3oy de ustedes atenta y S.S.

S.Gonzdlez
SrigsParticular.
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Seiior don
stin Rodriguez,

Director del Banco de México,5.A,
Ciudade.

Muy estimado y fino amigo:=

Por la presente me tomo la libertad de reco=
mendarle a mi amigo, el Arquitecto don Guillermo
ga. Va a tratarle sobre un asunto de interés colecti~-
vo; y sl las garantii 'g:: de ofrecer en el ¢aso ==
son absolutamente satisfactorias, le agradeceré mucho

las facilidades que se sirva darle.

Soy de usted afmo. amigo y atento S.S8.

PECe=S5Ge=AP

U



El Sr. don Agustin Rodriguez, Director del b

de México,
Arquitecto
se sirvié

ifiestalque fué atendido el seior )
n Guillerme Zdrraga, a quien el Jefe
ecomendarles

m



DIRECTOR GENERAL
DEL

BANCO DE MEXICO

México, D.F., 20 de
febrero de 1934

Sr. Gral. Dn. Plutarco Elfas Calles,
Piir s e WG e

Muy distinguido y fino amigo:

Por conducto de su estimable reco-
mendodo, el Sr. Dn. Guillermo Zérroga, tuve el
gusto de recibir su grota fecho 15 del actual.

Me fue muy satisfoctorio otender
o dicho sefior en el asunto que se sirvid trotor-
me, y yo le ofrect estudior desde luego ese ne-
gocio o fin de ver que focilidades se le pueden
dar en el mismo.

Deseagndo que se encuentre usted -~
bien de solud, me es muy grato vepetirme su ami-
go afectisimo y otento servido,

/o




México,D.Fsy 22 de febrero de 1934.
L]

Senor don

Afuatin Hodriguez,
Director del Banco de México,

Cludade.
Ty estimado seiior Rodriguez:=

Por instrucciones del sesor General P.Elfas
Calles, muy atentamente me permito suplicar a usted =«
tenga 13 bondad de facilitarnos todas las legislacio=
nes respecto a2l sistema monetario de Bancos.

Soy de usted, atentamente, afma, y S.S.

S.Gonzdlez
Srio.Partieular.

SG."AP. I

%



Banco de México, S.A.
Direccion cablegrafica Banxico.
Apartado 98 bis.

MéXiCO ’ DOIFF!

Departamento de Sucursalegs

Febrero 23 de 1934,

-
-

r

Seq;eférfa de Hacien@a y Crédito Péblico.
partamento Comfultivo.

res nuestros:

Nos referimos al oficio N° 22-477, Exp.134.2/1l4,
rirado por ese Departamento con fecha 20 del actual, pi-

” diéndonos informes relativoe al cheque de la Serie A., N°

263528, que nuestra Sucursal en Ciudad Judrez, Chih., ex-
pidid con fecha 4 de octubre de 1929, a favor del C. Pro-
curador General de Justicia de la Nacidn, Lic. Enrique Me-
dina, y a cargo nuestro, por la cantidad de {15,000.C0
plata. Dicen Uds. que dicho cheque lo obtuvo de nuestra
Sucursal el Sr. Rafael Lara Grajales, por medio del che-
que # 1087 extendido en 26 de septiembre de 1929 por el
Sr. Dr. Andrés Villarreal en contra del "Paso National
Bank" y a favor del mencionado Sr. Lara Grajales.

Habiendo hecho las investigaciones necesarias
en el archivo de nuestra ya extinta Sucursal en Ciudad
Judrez, encomtramog que, en efecto, dicha Sucursal expi-
did el cheque a que Uds. se refieren, cuyo nimero, canti-
dad y demas caractegisticas son las que Uds. mencionan;
con la sola excepcion de que quien aparece como solici-
tante del mismo es el Sr. Dr. Andrés Villarreal, quien
cubrid su importe con el cheque N° 619, expedido por "E1
Paso National Bank", de E1 Paso, Tex., con fecha 3 de oc-
tubre de 1929, por la cantidad de $15,000.C0 plata mexi-
cana, & favor del mismo Sr. Dr. Villarreal y a cargo de
nuestra Sucursal en Ciudad Juarez.

La diferencia entre los datos que Uds. nos dan
y los gue hemos obtenido del archivo de nuestra extingui-
da Sucursal, se reduce, en consecuencia, a que el cheque
recibido en pago del que expidio nuestra filial, estd gi-
rado por "El1 Paso National Bank", a cargc de nuestra Su-

‘cursal en Ciudad Judrez, y no por el Sr. Dr. Villarreal

a cargo de aguel Banco del Extranjero; y en que el nombre
del Sr. Rafael Lara Grajales no figura para nada en esta
operacion.

Juy servidos de poder proporcionar a Uds. esta
informacion, quedamos sus afmos. attos. y SS.8S.

BANCO DE MEXICO.
Dept® de Sucursales,



SRR DISPONIBILIDADES EN DOLARES.
Febrero 27 de 1934,

D s e 2 e AT s G

Dispanibilid&des en Febrero 20. ® ° 0 0 ¢ O 00 00000 e 000 .971, 000.00

Saldo DEUDOR en la cuenta "Corresponsales

del Extranjeroa...o.'o.oo....o .......3001.314,000000

Dlﬂminuyd. eeevsecooe 20285, 000,00

Compras

Ventas,

BN

Febrero 20,..% 0 40 1,663, OB, 00
Febrero 2f3mm. ...+s i, 6593000 00

Dispfisuyé. . Sek. ... 9,000, 00

COMPRA-VENTA DOLARES,

626,000, 00

616,000, 00

FEbrero 19 al 2]'!‘ @ o e @ 1' 667’ 000. 00
FEE26 ¥ 27.c0evsees  180,000,00

10, 000, 00-Disminuyd
Compra, Venta,
1,566,000, 00
1.828,000, 00
1,847,000.00 3,394, 000.00
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MOVIMIENTO DE DOLARES DESDE EL DIA DE LA EXPEDICION
DE LA "LEY DE ABSENTISMO®

‘Febrero 23
" o4
" 26
nlay
g as

Marzo 1°
%! T2

Compras

v omtss b snse 11 2ENTNS0
AR e R 886, 00
G tisnnisver WL, 000,00
vesesacspess SENROO 0O
cosesofile.. 89,050000
cos oo JD, 000,00

iR .... AV 80,0004
659,000, 00

Sobre-venta.. 3.838,000,00

MENO S, Niale « o0 529,000,00

Ventas

625,000.00
403,000, 00
6l 000, 00
1,184,000, 00
943,000, 00
396,000, 00
302,000, 00

4,497,000, 00

3.319,000.00

Ddlares invertidos en la
compra de metales,

SOBRE-VENTA EFECTIVA.




EXISTENCIA EN ORO

7 T i

Julio 27 4 HExistenola . o « o s s o o0 i o +.s 16,400 kilos

Febr, 2] - Compras a la fecha . . 4@ . &W . 32,636 "

49,036 kilos
Febr. 27 - Exportado a la fedha . « . &« + o o 28,053 "

Existencia 20,983 kilos

Reserva: 10,133 kilos
Banco: 10,8%8. *

20,983 kilos

- e s e e e s M e s W wm = as e

COMPARACICON
Reserva Banco Total
Febr. 20 9,654 10,023 19,677
Febr. 27 10,133 10,850 20,983
Aumentd 479 Aumentd 827 Aumentd 1,306

——

EXISTENCIA EN BARRAS DE PLATA
Febr. 27 - Depdsito en el Chase de N. York 5,057,000 onzas

Depdsito en Casa de Moneda 4,747,000 "

TOTAL 9.804,000 onzas




El Sr. don Agustin Rodriguez, Director’ !
del Banco de liéxico, remite las Leyes de
nuestro sistema monetario y de organiza-
cidén bancaria, que se le solicitaron.

:-/‘( </‘_> <



CIRECTOR GENERAL
DEL
BANCO DE MEXICO

México, D. F. 1° de
marzo de 1934

Sra. Dofia Soledad Gonzélez de Ayala Gonzélez,
Secretaria Particular del Sr. Gral. de Div.,
Dn. Plutarco Ellas Calles,

Por e gen tes

Muy distinguida Sefiora Gonzélez:

En obsequio a los deseos expresados
por usted en su atente carta 22 del pasado mes
de febrero, tengo el gusto de enviarle les Le-~
yes de nuestro sistema monetario y las de nues-
tra organizacién bancaria, con las reformas -
respectivas; en ls inteligencia de que si de -
sea algo mas en relacidén con estzs materias, -
me complaceréd mucho el procurarlas.

Quedo de usted, con la mayor consi-
deracién, afectisimo y respetuoso seguro ser -

.




inco,D.F., 3 de marzo de 1934

Senor don

tin Rodriguez

ector del Bmo de l!xico,
ciudad.

Muy estimado y fino lnlgo -

: Tem el M de acusar a usted reecibo de
las Leyes de stro sistema monetario y las de nue
tra organiz bancaria, que tuvo usted la a-abil!
dad de enviarme con su carta fechada el lo, del age==
tualy qu olo muy agradecido por su atencidn.

Soy de usted afmo. amigo y atento 5.5

Pm‘.% O.AP.

I S T — BT T TEra——— .



DIRECTOR GENERAL

DE L

BANCO DE MEXICO

México, D. F. 8 de
marzo de 1934.

Sr. Gral. de Div. Dn. Plutarco Elfas Calles,
Cuernavaca, Mor.

Muy estimado Sefior General:

De zcuerdo con el ofrecimiento que
hice a2 usted cuanto tuve el gusto de saludar-
lo, incluso a ésta le remito tres ejemplares
de la Ley Monetaria y otros tantos de la Ley
del Banco de México, traducides al inglés,
esperando le sean de utilidad.

Aprovecho la oportunidad para salu-
dar a usted afectuossmente y repetirme, con
todo agredo, sw amigo atento y seguro servi-

dor, kﬁgi%?/



Iéxico,D.F., 13 de merzo de 1934,

Seior don
Agiuatin Rodriguez,

rector General del Baneco de kiéxico,
Ciudads

Muy estimado senor Rodriguez:-

Por acuerdo ao.L se or General P.Blfas Caléoc,
acuso a usted reeibo de su atenta oz*ba fechada el

del actual, asf como de e 8 de la Ley lioneta
ria y de 1a Ley del Banco traducidas al ine=
glés, que tuve usted la amabilidad &e remitirle, y cuyo
envio mucho le agradece, '

Soy de usted muy atenta y 5.8

Se.Gonzilez
srio .Particuiar.

SG."APC

R g —




Banco de México, S. A.

MONETARY LAW

OF THE UNITED MEXICAN STATES

EDITORIAL "CVLTVRA"
MEXICO, D. F.
1931
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BANCO DE MEXICO, S. A.



Bancode México, S. A.

MONETARY LAW

OF THE UNITED MEXICAN STATES

EDITORIAL "CVLTVRA™
MEXICO, D. F.
1931
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BANCO DE MEXICO, S. A.
qeneral Offices:
Avenida del 5 de Mayo 2.

México, D. F.



M ONETENG L AW OF M E X'l C
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MONETARY LAW OF THE UNITED
MEXICAN STATES

CHAPTER ONE

Of Money and of 7ts Legal Status

Article 1.—The unit of the monetary system of the
United Mexican States, shall be the peso with an equi-
valence of 75 (seventy five) fine gold centigrams.

Article 2—Money in circulation shall be:

a) Bank-notes legally issued by the Banco de Me-
X1c0 ;

b) Silver coins of one peso denomination, of the
weight and fineness created by the Law of October 27,
1919;

¢) Fractionary silver coins of ten, twenty and fifty
centavos, and those of copper of one, two and five centa-
vos, of the weight and fineness created by the Laws of
March 25, 1925; April 25, 1914 ; October 27, 1919, and
April 29, 1995.

Article 3.—~The bank-notes of the Banco de Mexico

shall be of voluntary acceptance and in no case may their
acceptance be rendered obligatory, although, neverthe-

7



B A NLE D VE N BUXC B G V0% S A

less, public Federal, State and Municipal offices are oblig-
ated to receive the said bank-notes without any limitation
whatsoever, in payment of taxes, services or rights of any
kind.

Article 4—Silver coins of one peso denomination, of
the weight and fineness created by the Law of October
97, 1919, shall possess an unlimited liberatory power.
(Legal tender).

Article 5—With the character of fractionary currency
and with liberatory power (legal tender) limited to an
amount of twenty pesos in one and the same payment,
silver coins of ten, twenty and fifty centavos shall subsist
with the weights and finenesses respectively created by

the Laws of April 29, 1925 and of October 27, 1919.

With the character of fractionary currency, copper
coins of five centavos created by the Decree of April 25,
1914 shall, likewise, subsist, as well as those of one and
two centavos created by the Law of March 25, 1905.
These coins shall possess a liberatory power (legal tender)
limited to two pesos in one and the same payment.

Article 6—All public Federal, State and Municipal
offices shall be obligated to receive the coins referred to
in the preceding article, without any limitation whatso-
ever, in payment of taxes, services and rights of any kind.

Article 7—The oblig‘ation to pay any amount in Mex-
ican currency, is satisfied by the delivery at par of its
nominal value and up to the limit of their respective li-
beratory power (legal tender), of silver or copper curren-
cy of the weights and finenesses prescribed by this Law.

Article 8.—Foreign money shall not be legal tender

8
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within the Republic except in cases expressly providing
the contrary by law. Obligations to pay in foreign cur-
rency entered into within or without the Republic to be
performed within, shall be satisfied by the delivery of
the equivalent in national currency at the current rate
of exchange. in the time and place in which payment 1s
to be tendered.

Article 9.—The provisions of the two preceding arti-
cles may not be renounced, and every stipulation to the
contrary shall be considered as void.

Article 10.—Perforated or mutilated pieces, or those
bearing marks or countersigns, or those showing vestiges
of non-monetary usages, shall lack the power of 1egal
circulation and shall not be accepted in public offices.

CHAPTER TWO
Of the Issuance of Currency.

Article 11.—The 1ssue of bank-notes by the Banco de
México shall be made in conformity with the require-
ments prescribed by the Law of August 25, 1925 with the
reforms and additions thereto.

Article 12.—The coinage of silver coins of one, or of
a larger than one, peso denomination 1s strictly forbidden,
fiiaabedience thereof being ground for official responsibil-
ity extending to the public official who orders the said
coinage and to the employees who execute the said order.

Article 13.—The coinage of silver coins of fifty,

twenty and ten centavos, as well as the coinage of copper

9
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currency, may only be made within the limits strictly 1m-
posed by monetary conditions throughout the Republic,
and strictly in exchange for one peso silver coins which
should thereupon be melted, disobedience thereof being
ground for official responsibility extending to the public
officials ordering a violation of the contents of this article
and to the employees complying with the said order.

CHAPTER THREE
Of the Monetary Reserve.

Article 14.—A Monetary Reserve is hereby establish-
ed which shall consist of the following resources:

a) Assets constituting the actual surplus of the re-
gulating fund created by the Law of March 25, 1905;

b) Profits accruing from exchange transactions
abroad executed by order of the Reserve;

¢) The difference between the acquisition cost and
the monetary value of metals which may be eventually
destined to the coinage of fractionary coins, and the dif-
ference which may result from the re-minting of coins of
prior weights and finenesses into fractionary currency

d) The commercial value of the metal contained in
those one peso coins which may be received in exchange
for fractionary currency, within the provisions of Article
13 of this Law;

e) The product from loans entered into for the in-
crease of the Reserve;

f) The sum which shall be annually destined by the

10
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Expense Budget for that object, or the product of taxes
affected for the purpose aforesaid.

Article 15~The Monetary Reserve shall be ex-
clusively dedicated to cover expenditures or losses arising
out of the exchange transactions over foreign markets
carried out by, and on behalf of, the Reserve itself.

Article 16.—The Monetary Reserve shall consist, in
the portion thereof which should be maintained within the
Republic, of gold in bars and in coin, of silver in bars or
in coin considered from the commercial value of the metal
contained therein, excepting the amounts of fractionary
currency the conservation of which, without exceeding 30
per centum of the peso coins in circulation, may be deem-
ed advisable in order to insure their exchangeability
against the said one peso coins within the provisions of
this Law and as monetary market needs may require. The
portion of the Monetary Reserve to be kept abroad should
be deposited at sight, in banks or banking houses of first
order and complete responsibility, or else, shall be kept
in gold and silver bar deposits, considering both of the
latter from their commercial value.

Article 17—Silver coins of one peso which shall in-
gress into the Reserve in exchange for fractionary coins
within the provisions of this Law, —with the exception of
the strictly necessary amount to insure the exchangeabil-
ity of silver coins of one and two pesos which shall be
withdrawn from circulation—, shall be melted forthwith.
: The coins of prior weights and finenesses ingress-
ing into the Reserve. shall, likewise, be melted inas-

much as they are to be withdrawn from circulation: frac-

11
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tionary coins of the weight and fineness fixed by this Law
which shall ingress into the Reserve, shall be destined
to the exchange at par for one silver peso coins, or else,
to be melted in order to carry out, with the bars there-
from, the transactions authorized by this Law.

TRANSITORY PROVISIONS

Article 1.—From the date in which this Law becomes
effective, the coinage of national gold coins shall be in-
deﬁnitely discontinued, golcl coins of two, two and one-
half, five, ten, twenty and fifty pesos, of the weight and
fineness established by the Laws of March 25, 1905; June
97,1917 ; October 27, 1919 and September 992, 1921, being,
hereby, deprived of any legal liberatory power. (Legal
tender.)

Article 2—The importation and exportation of gold
in currency or in bars 1s hereby declared to be free, and
in consequence, Articles 26 and 53 of the Law of Decem-
ber 19, 1929, are hereby declared inoperative.

Article 3.—All obligations entered into, up until the
date of this Law, in national currency of any species, shall
be satisfied by the delivery of coins of the weight and
fineness provided for by this Law within the respective
limits of their liberatory power. (Legal tender.)

The provisions of the preceding paragraph, notwith-
standing, gold coins should be delivered by those who did
receive them for collection on behalf of a third party, or
in confidential deposit, or by virtue of any other contract
which does not transfer the legal title. Banks and

12
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banking institutions should pay in gold coins thirty per
cent of the deposits constituted by the public in the said
specie, at sight or within a period no longer than thirty
days sight.

Article 4—Obligations to pay in foreign currencies
entered into within the Republic, to be performed in Mex-
ico, shall be satisfied according to the contents of Article
8 of this Law, unless the debtor is capable of showing, in
cases arising from loan transactions, that the money re-
ceived from the creditor was national currency of any
kind, or that, in cases arising from any other transactions,
the currency in which the original obligation was entered
into, was national currency of any kind; in such cases,
the obligations referred to, shall be satisfied in national
currency within the provisions of Articles 4 and 5 of this
Law, respectively, at the rate of exchange contemplated
at the time of executing the transactions in order to ef-
fect the conversion of the national currency into the said
foreign currency, or, in case this rate may not be ascer-
tained, at the rate of legal parity.

; Article 5—Beginning from the date of the promulga-
tion of this Law, silver coins of weight and fineness dis-
tinct from that mentioned in subdivisions b) and ¢) of
Article  of this Law, are cleprived of any 1eg’a1 liberatory
power. (Legal tender.)

Silver coins of two pesos created by the Law of Sep-
tember 28, 1921, shall be exchanged in the manner to be
d.etermir{ed by the Central Banking Board, for one peso
silver coins of the weight and fineness indicated by this
Law, provided, that for such purposes, their exchange-

13
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ability be requested within six months from the date of
this Law.

The remaining silver and fractionary coins withdrawn
from circulation shall be exchanged for silver or fraction-
ary coins, respectively, of the weight and fineness provid-
ed by this Law, within the periods and under the condi-
tions established in the decrees relating thereunder.

Article 6.—For the exercise of the functions confer-
red upon the Banco de México by Article 10 of the Law of
August 25, 1925, as well as for the authorization to issue
bank-notes of the said Banco de México in virtue of re-
discount transactions ; for the determination of the amount
of available cash reserves which banks or institutions of
credit should maintain as a guarantee of deposits at sight
or at periods no greater than thirty days sight; and for
the fulfilment of any other functions conferred by this
Law, a Central Banking Board is hereby established in
the Banco de Mexico, which shall be constituted by
the Secretary of Finance, as President; by a delegate to
be appointed by the Board of Directors of the Banco de
Mexico, and by five delegates to be designated, through
a majority of votes cast, by all existing banking institu-
tions of the country.

Pending the balloting by all of the institutions afore~
said, the five delegates referred to in the preceding para-
graph, shall be named by a majority of votes cast by all
banking institutions domiciled in this Capatal.

Article 7—For the decisions to be reached in rela-
tion to the functions to be carried by the Central Banking
Board, as by this Law provided, besides »__the vote of ap-

14
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proval of the Delegate from the Banco de Mexico, a

 majority of votes of the other remaining members of the

Board shall be required; the Secretary of Finance and
Public Credit being able to veto the decision reached by
the said Board, whenever, at his discretion, said deci-
sions may affect the economic equilibrium of the Re-
public.

Article 8—The funds and assets constituing the
Monetary Reserve in the portion thereof to be kept within
the Republic, shall be kept in deposit by the Banco de
Mexico, in special containers or vaults under the direct
custody of the Central Banking Board and completely
separate from the other amounts, funds or assets of the
Banlc: at all events, the funds or assets of the Reserve
existing in the hands of the Banco de Mexico, only re-
main subject to the obligations or responsabilities which
the Central Banking’ Board may have contracted or in-
curred in the course of transactions undertaken on behalf
of the said Reserve.

Article 9.—The Secretariat of Finance, upon the mo-
tion of the Central Banking Board, shall, from time to
time, determine the amount of reserves in cash which
shall be kept by the banking institutions of the Republic,
as a guarantee of their deposits in national currency at
sight or on periods no greater than thirty days sight.

Article 10.—The reserve to which the preceding
Article makes reference, shall be maintained, in two thirds
thereof, in a common container to be chosen by the Cen-
tral Banking Board and subject to its direct and strict
custody, and, in one third thereof, within the control and

15
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subject to disposition by the respective banks or bank-
ing’ institutions. As regar&s associate banks of the Banco
de Mexico, ten per cent of the deposits to which Ar-
ticle 16 of the Law of August 25, 1925, makes refer-
ence, shall be retained by the Banco de Mexico; but it
shall be computed at two thirds of the reserves which
shall be maintained in the common container. In the
same manner, the portion of the deposits which shall be
retained within the Banco de Mexico, in compliance with
Transitory Article 2 of the Law of this same date which
reforms the Law of August 25, 1923, relative to banks
operating under the transitory regime of rediscount, shall,
likewise, be retained by the Banco de Mexico.

Article 11.—The issuance of bank-notes by the Ban-
co de Mexico by virtue of rediscounts, may only be made
within the limits disposed by the Central Banking Board
and in consequence of rediscount transactions previously
approved by the said Board.

The legal reserves corresponding to the bank-notes
to be 1ssued by the Banco de Mexico, shall be retained by
the later under the vigilance of the Central Banking
Board.

Article 12.—As regards institutions operating outside
the Capital of the Republic, the Central Banking Board
shall, in each case, determine the form in which the said
Board shall fulfill thereunto the functions conferred by
this Law upon it, as well as the terms within which the
said institutions shall perform the obligations attaching
thereupon by virtue of this Law.

Article 13.—From the date of this Law, the product
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of the production tax on metals and metallic compounds to
which Subdivision II of Article 1 of the Law of December
19, 1929, makes reference, shall be applied, in according
with Fraction f) of Article 14 of this Law, to the creation
of the Monetary Reserve. The payment of such tax, there-
fore, shall be made throug’h special documents to be de-
liverecl by the Federal Treasury to the Banco de Mexico
on deposit, the said documents to be issued by the office
of the Banco de Mexico to the affected taxpayer in the
form and under the conditions speciﬁed by the Central
Banking Board.

Article 14 —The Law of December 24, 1930, is here-
by abolished, the surplus which may exist in favor of the
Exchange Commission as a result of the transactions un-
dertaken by the said Commission, to be applied to the
formation of the Monetary Reserve.

The provisions of the General Law of Institutions
of Credit and Banking Institutions as of April, 13, 1917,
are hereby modified in so far as they contain provisions
in opposition to the present Law in all parts thereof.

17
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EXPOSITION OF MOTIVES

E

1.—As a result of the economic condition which has
been prevalent throughout the world for some time past,
and, also, due to serious defects in our own organization,
Mexico's international trade in reference to exports, has
decreased in volume and chiefly in value; and, even
though, imports as well, have shown a tendency to dimin-
1sh, the balance of trade has shown itself to be unfavora-
ble to us. '

The international market condition of petroleum, of
silver and of other numerous important items which cons-
titute our exports; the world-wide decrease of prices and
the emigratory movement of capitals —without the com-
pensation of either a parallel decrease of imports or of
a sufficient increase in national production— have
brought about the natural emvaerishment of our eco-
nomy, and, along with it, an increased tendency in the
diminution of the exchange value of the Mexican peso.

2.—The emigration of capitals or the payment of the
surplus of imports over exports have been, necessarily,
effected to a very large extent through the exporta-
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tion of gold and considering that the reserves of that
metal which have been available to the country hitherto
are to be found in the shape of minted and circulating
gold, once the egress of gold became inevitable, our
currency of that metal has started to lose 1ts peculiar-
ly monetary character and function in order to retain
merely the character of an international commodity and
of an international unit of payment which gold has
the world to-day.

3 —Therefore, our interior monetary market gradual-
ly was deprived of gold coins and saw itself —a worse
though merely a natural consequence of the instant phen-
omenon— gravely affected by a disparity in value between
the two national monetary species : gold and silver. While,
on the one hand, for the liquidation or payment of obliga-
tions, gold 18 stiu considered a currency, on the other.
for the satisfaction of debts abroad and in general, for
the exportation of capital, gold has chiefly filled the role
of an international commodity. Hence, although envis-
aged from the first point of view, gold and silver coins
should theoretically preserve an exact equivalence, it 1s
obvious that, since gold is an international commodity
and has, more particularly, risen in value throughout the
world, the monetary value of gold coins has tended to
follow the course of the commercial value of gold and
sherefore said coins have become dear in relation to silver
coins.

4—FEven though the prohibition of exporting gold
is of difficult strict enforcement, it has partia]ly constitut-
ed a restriction on the free use of gold as a commodity,

20

M O N E'TAWRENL AW OF MEBX'IE€O

and therefore, has prevented its rise in value within
Mexico; but, aside from the fact that 1t has only served
to unduly reduce the value of gold within the nation for
the benefit of law violators, it has neither prevented the
fraudulent egress of gold from the country nor the con-
sequent scareity of our stock in coins of that metal.
5—The phenomenon which has been characterized
as the redpction in value of silver currency, is therefore
really, the rise of gold considered not as a medium oi:
exchange, but as a commodity. During all the period of
t%le supposed depreciation of silver currency, the acquisi-
tn:e power of the same, not only h'as been {irmly main-
tained, but has even increased as a result of various
monetary reasons as well as of the world-wide price de-
crease, in such a manner that, notwithstanding the loss
of value of silver coins in relation with gold coins, current
va:lues and prices in silver, are equal or inferior to the gold
Pnces Prevalent in PreViOuS years.
6.—As has been stated, however, both the dual char-
acter of gold as medium of exchange and as a commodity
and t‘he fact that the existence of gold in the countr is1
constm.?ted by circulating coins of this kind, have cre:tecl
a condition of anguish since, even though the gréater
volume .of transactions is carried by means of silver cur-
rency without any unfavorable price alteration or loss of
an5t sort, still, the holder of those coins must in turn
satisfy the majority of his obligations in gold. Even
thoug’l:x, legally, the debtor appears as satisfying a. purely
pecuniary obligation, from the standpoint of economic
reality, his obligation to make payment in gold coins
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means a heavy duty of delivering a commodity the value
of which, because of general reasons, has extraordinarily
increased.

The consequences of Mexico's international trade
and of an unfavorable balance of payments, which normal-
1y should only affect our foreign mercantile and 1egal re-
lations, have influenced our own internal life from a legal
and mercantile point of view, determining the existence
of a lack of parity between gold and silver currency.
parallel to the one existing between the Mexican peso

and foreign cons.

The problem of exchange, already serious in itself, has
created a peculiarly acute interior problem, since, instead
of affecting directly importers and persons with debits
abroad. it also affects, in view of the circumstances afore-
said, debtors of national currency, and indirectly the
whole population in virtue of the fact that ostensibly the
foreign media of exchange, or gold considered as a com-
modity, have not increased in price, but silver coins have
lost their value. In other words, considering that, in the
last analysis, the true original problem is one of foreign
exchange, this problem, by virtue of the dual role played
by gold in Mexico as sole unlimited legal tender money
and as a commodity, brings about effects similar to those
which would result if, in reality, there were an inflation
of fiduciary coins, an unlimited issue of currency which
would be destined to cover the expenditures of the State,
without even producing the secondary advantages of a

genuine inflation.
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7. —Furthermore, as in every economic phenomenon,
besides the really material motives which give birth to
the present crisis, other mainly psychological reasons, soon
were added to accelerate the unfolding of the facts which
constitute the phenomenon. The persistence of fluctua-
tions in the international exchange and their influence in
the value of silver currency in reference to gold coins, as
w'rell as the unmistakable upward trend of those fluctua-
t{ons. thereby creating or spreading a g’enerél lack of con-
flden.ce in conditions, have caused a greater demand in
Mexico of foreign media of exchange not merely due to
the' mater.ial need of satisfying obligations abroad, but
n.lamly to incertitude and lack of confidence in the condi-
tions ef the country, thus increasing, as a result, the
necessity of exporting gold and thereby making such
medium dearer on every occasion. |

.8.—Moreover, even though since 1927 the coinage
of silver pesos was totally suspended, prior to that date
considerable issues of that currency were made as well
as of fractionary coins of fifty centavos, for the purpose
of. satisfying budgetary needs, without there being con-
stituted, however, the due reserves for a regulating
funcl.. This fund, which has suffered considerable shrink-
age since previous epochs, due at the beginning to unwise
investments, and subsequently, to an appropriation of a
considerable part thereof, consists to-day of an insignifi-
can.t amount. In other words, the fundamental principle
which underlies our legal monetary regime, consisting in
the conservation of a regulating fund which may be em-

ployed to restrict circulation within the nation by means
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of the withdrawal of silver coins through their exchange-
ability with gold, as well as to alleviate any transitory
deficit in the balance of accounts, has not properly oper-
ated.

While the economic activity of the country was suf-
ficient to justify the use of the silver amounts coined,
without the necessary gold reserve, only slight variations
of trifling duration occurred in silver and gold quotations;
but, as a consequence of world &epression and the em-
poverishment of our economy the volume of domestic
transactions decreased, in spite of the fact that the con-
stant outflow of gold also reduced the total volume of the
monetary stock, the amount of coins in circulation has
probably resulted disproportionate to the needs.

The complete operation of the legal monetary system
has been misdirected for some time past, and once an
intense and protracted crisis developed such as is the
actual case, the factors of said system have not efficiently
operated, thus making’ worse the consequences of the gen-
eral economic disadjustement and giving rise, as has been
explained hitherto, to a peculiarly intense reflection of
the exthange conditions on the domestic monetary situa-
tion. ;

9 —During the last months, the domestic situation
has become aggravated day by day. The National Govern-
ment has made efforts to improve said situation and to
prevent at least, its ten&ency for the worse. Besides faith-
{ully keeping its resolution of not increasing the monetary
stock by means of new silver coinage, it took the proper
measures to attempt the withdrawal of certain amounts
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from circulation; it intervened in the exchange market
to bring a normalization forth, and in a wvariety of ways
'it has sought to preserve the public tfaith. To these ef-
forts those of the Confederation of Chambers of Com-
merce and Industry should be added; they soug’ht to
obtain a credit to assuage the situation while the Bankers'
Syndicate directed its action to prevent, by banking
means, speculation in the exchange. But although it has
been possible to prevent a manifest panic until now, it
has become more difficult to uphold the existing situation
by paliatives; the necessity of recognizing in their full
scope the present economic problems has become more
urgent, and in consequence, the need exists of adopting
fundamental measures which will prevent the gravest up-
heavals with which we are now afflicted.

II

10.-—.Considering' the foregoing and keeping in mind
ou‘r practlcaI and leg‘al situation from a monetary stand-
pom.t, aside from a moratorium of payments in gold and in
foreign currency, which in itself would only mean the post-
jponernent of the solution of the problern and would create
in the .rneanwhile very grave secondary problems, three
roads, in general terms, offer themselves as most practic-
able for action on the part of the State: first, to intend
at all costs to reestablish the theoretical legal system in
its full integrity; second, totally abandoning the actual
m?netary system and adopting‘ the silver standard and
third, finally, introducing into the legal system certain
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essential reforms, retaining, however, the fundamental
principle upon which that system is based, namely the gold
standard.

11.—The first road meant the necessity of maintain-
ing gold in circulation and of assuring a permanent ex-
changeability of silver currency agamst currency in
gold, as well as permitting the free exportation of gold in
order to cover, with that metal, the value of our indebted-
ness abroad not already paicl by merchandise, or the sum
total of the exportation of capital.

In order to obtain this end, considering that in actual
practice the legal monetary regime was not complied with,
and given the situation of the international exchange, it
would have been necessary to possess a gold or a foreign
currency fund to a very considerable amount and the
working of the system could have only been maintained,
on the other hand, while the said fund would not be ex-
tinguished due to successive exportations of golcl. Once
the fund would become exhausted, conditions such as
the present condition would again present themselves,
though ag‘gravated by the economic wear which the coun-
try would suffer as a result of the fruitless investment
of the aforesaid fund, which, besides, is neither in esse
nor can be established.

Moreover, our 1eg'al monetary regime suffers from
grave defects which should be corrected and in conse-
quence, the effort to maintain such a regime would not
produce in Mexico a healthy and elastic monetary system
required by the country in order to resist eventual crisis
with lesser ordeals, and in order to benefit to a greater
extent from times of prosperity when these do arise.

26
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19.—To follow the second road ‘would be to render
permanent, without any limitation, a situation which is
due only to the actual crisis and which would incidentally,
repudiate advantageous precedents established in Mex-
ico since 1905. At the same time, it would engender a
most serious damage to the credit and the general eco-
nomy of the country, creating also a situation the re-
medy of which, once the actual crisis would disappear,
would require in the future exceedingly costly and dispro-
portionate efforts.

13—The third road, although not exempt from pro-
blems and inconveniences which will be examined pres-
ently, offers, instead, obvious advantages. The funda-
mental points of this third course of action are the fol-
lowing:

the retention of the gold standard ;

the demonetization of g‘old and the creation of free
international commerce with gold;

_ the retention of silver currency as a circulating me-
dium the volume of which is already limited to the actual
stock, that may not be increased in the future inas-
n'fuch as the new coinage of silver pesos becomes defi-
nitely forbidden, thus rendering impossible an inflation
due to excessive coinage ;

{utur*i'lir::ia:ionf of a system.that will provide for the

: 1 of currency which may become necessary

to sa.tLSfy any increase in market necessities assuming’ an
elastic form as well as sufficient guarantees ; '

th.e creation of a system which will provide for a re-

serve in gold and in foreign currency, as soon as the
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economic situation of Mexico will so permit, in such a
manner that such reserve becomes centralized instead of
scattered and therefore, it may be applied with ease to
alleviate transitory conditions of the exchange which may
arise, thus guaranteeing, within the limits of economic
possibility, the stability of Mexican currency.

111

14.—The first problem created by following this
third road, is that of the retention of the gold standard.
It is possible to maintain such standard without the
necessity of employing gold as a circulating medium, but
utilizing it, instead, as a reserve, as almost all countries
in the world have done in modern monetary organization.

To eliminate gold from circulation, is to nullify the
gravely disconcerting aspect of economics in a case of
crisis, due to the fact that golcl may be employed by the
public in a dual and contradictory function of money as
well as a commodity ; but, at the same time, it implies the
danger, inevitable in all cases of fiduciary currency, of an
inflation. The retention of the gold standard, therefore,
without the circulation of coins of that metal, may only
be made, provided that the currency which 1s kept 1n
circulation is strictly limited to the monetary necessities
of the market, which is to say, that its volume and velo-
city must coincide with the volume of economic transac-
tions of the country.

15.—The gold standard, moreover, requires the ex-
changeability of the currency kept in circulation for gold
or foreign currency at a given parity rate chosen as the
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basis of the system, and it is at this juncture where the
most serious difficulties arise at this moment. Difficulties
which are technical, in order to select the theoretical rate
of parity. Difficulties, too, which are economic, to insure
the exchangeability of the circulating currency at a given
parity rate, or to find a system which may insure such
exchangeability in the future.

16.—At the outset, Mexican monetary precedents
established since 1903, after important studies had been
made, and subsequently followed by the various mone-
tary. laws, accord to the Mexican peso the theoretical
equn-ralence of seventy five centigrams fine gold. But
conSIdering’ the devaluation which the Mexican esc:
?resently suffers in relation to foreign coins, the possﬁbil-
ity r:nay very well be conceived of taking as a .parity rate an
equwalence smaller than that of seventy five gold centi-
grams per peso.

: In favor of this latter possibility there is not only the
circumstance that the Mexican peso has suffered an
actual devaluation in the international exchange market
but the very important considerations, as well, of the in:
creas:ed value of gold throughout the world, the economic
readjustment which is being carried out in Mexico and
elsewhere and the advantages, albeit provisional, afford-
f:d b? a relative inflation. Per contra, it should 'be kept
In ml.nd that the adoption of a theoretical monetary rafe
mferm.r to the customary rate, imposes the necessity of
esse.nually modifying almost every aspect of our eco-
nomic life, giving rise, thereby, to upheavels of great
!.nagmtucle as well as to a complete dislocation of all values
In our economy, a dislocation which would be as great, if
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not greater, than the present crisis and which for some
time, would anull the immediate benefits of stabilization
in virtue of the conflicts and difficulties it would create.
On the other hand, the celection of a fundamental rate for
the value of money, requires data, experiments and
studies which may not be very well carried out with even
relative certainty in an epoch of economic readjustment
such as our epoch is, and 1t would not be profitable to un-
dertake the risk of changing the theoretical monetary unit,
if that risk 1s not even compensated by the certainty that
the rate to be chosen would be more in accordance with
Mexican economy than the rate of seventy five gold
centigrams, which is already established and which, 1
its favor, has among others, the great advantage of tradi-
tion.

Finauy. whatever may be the basis chosen to deter-
‘mine the rate of the monetary system, it being superior
to the intrinsic value of the currency left in circulation, a
considerable investment would be required, at any rate,
and moreover, lacking as we do in the present moment
the possibility of applying the large amonts which would
be immediately needed to insure the exchangeabil-
ity of the con in circulation for gold or foreign cur-
rency at the legal parity, and it being, therefore, equally
impossible to reestablish in actual practice, —through
such exchangeability,— the legal value of the peso in the
international exchange, it 1s evident that it becomes pre-
ferable to retain the traditional rate of seventy five cen-
tigrams fine gold weight per peso, to avoid the unknown
sisks of a modification and to apply to the revaluation
of the peso in the exchange, up to the legal parity adopt-
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ed, the effort which, in any event, would have to be
plied to obtain said revaluation to a parity which thcnf Pl:
inferior to tI:ne one presently adopted, would also. re uig:-e
a great sacrifice, without presenting the indubitabl: ad-
}rantages which the maintenance of the present rate of-
ers.

; In.view of the reasons aforesaid, the Monetary Bill
maintains the parity rate established in 1903, trusting
that, although it may be difficult to achieve such rate, it

would be equally difficult to achieve any other inferior

one. The retention of the theoretical rate of 1905 all
our monetary life to continue —despite the crisis 1m oowz
upon it by the actual economic situation,— withouﬂ: ii
added disorders which would inevitably result f ;
change in the monetary unit. il

» 17.—The egtal‘)lishment of a theoretical parity value
a}fr not, Iz.verhaps. .m view of existing’ conditions, become
an immediate reahty n practice although such should be

ou 1 ind1 1
r co?'nmon aim and mdlcates the firm will of the State
to achieve that purpose.

necei:ar;rie; :l(: accomplish the foregoing, it will be
i : e constant efforts *fo organize our produc-
s » to require a: lesser volume of 1mports or an increase
> ;xi):r;:;}:otil n;l quantity and i.n value. It will be neces-
o capitals a:; x lrough oconomlc meal:ls, the emigration
Ty convenien,t lw jnever 1t m-ay be p.osmble to, adequately
R yl. o .so, obtain credits abroad which may
B ‘ce eratlon of the country's reconstruction
integration of the Monetary Reserve.

18 —It would have been possible to integrate such
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reserve at once with the gold elements of the legal bank-
ing reserves which would be set free once the gold in
circulation ceases to be a medium of exchange; but, aside
from the fact that the free exportation of gold will, at
any event, operate to obtain an automatic stabilization,
since its exportation may be directly undertaken by the
interested parties, —as it could have been undertaken by
the institution which will administer the monetary re-
serve though with greater advantages offered by concen-
tration and rational organization—, the procedure of
concentrating, by law, the gold forming the legal banking
reserves, to be handled by the institution which will ad-
minister such reserves, would cause lack of confidence
and just protests, given the occurrences which unfortun-

ately, have taken place in our country in relation thereto.

v

19.—Pending the absence of a reserve and while 1t
becomes possible to constitute it. the Bill, with a view of
insuring the value stability of the Mexican peso, strict-
ly limits the monetary stock to the market necessities in
order that, through a natural mechanical adjustment. such
essential stabilization may be achieved and which con-
sists in that the same number or amounts of objects or of
services which are the subject matter of social commerce,
may be exchanged by the same number and quantity of
existing coins.

90.—For the development of this system, it has been
necessary to consider that it is neither possible nor con-

32

MONETARY LAW OF MEXICO

venient to create, at the outset, a new. and purely fidu-
ciary coin, for the double reason that, given certain oc-
currences i-n our country, such purely fiduciary currenc
as a sole circulating medium, would occasion alarm anz
displeasure in public opinion, and that there is no justi-
fication in abandoning a situation which renders sjilver
currency the true traditional coin common to the Me
ican people. ¥
The Bill, therefore, retains the Mexican silver
as the legal circulating coin; but it categoricall Pesg
absolutely forbids the future coinage of that me:’alar?
order to insure that the existing stock in silver pesos ;nm
not be a subject of increase, thus attempting to 1::reae:r:y
the monetary value of those pesos —considering the lim':
ed exlsten.ce of silver pesos in-the market— with a tenld-
ency to rise not only as regards domestic purchasin
p'ower., but. also, as reg‘ards their value in the inte-rng--r
tional exchange, once the economic condition of M ”
and of the world will feel an improvement. i

\'

e egii.s—t;zt: :fo?letary 3111, however, considering that
o silver coins of one peso denomination
;: m:}llted, as has bee.arf stated, and furthermore, consider-
noima?tv :ﬁz{necessﬁxes.of circulation have very large
e 10ns accorc?mg‘ to the season, and besides,
g economicp:?t\;en?ent in the dorr.lestxc or internation-
v ituation .wxll resx.zlt n a considerable in-
o ner:'essules of clrculatlng’ coin, has fore-

e tuture 1ssue of the currency which may be
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needed, not, however, through the creation of partly fidu-

ciary metallic signs whose origin is the will of the State

and which. once create
State sees fit to withdraw them, as has been the case with
ing serious disorders through-

d, remain in circulation until the

silver currency thus caus
out the country, but, rather, by the adoption of a system
which may bind the creation of currency to economi
reality and that will therefore, closely unite that cur-
rency to the real needs of the market, making possible.
almost in fact automatic, the increase in the number of

circulating coins whenever cuch increase may become

necessary, or, instead, its immediate restriction whenever,
given a moment of economic depression, the market re-
quires less monetary signs 1n circulation.

99.—Such system is that of bank-notes issued by the
Banco de Mexico, bank-notes which will always be of
voluntary acceptancey and which will circulate whenever
the market may require their circulation; their issuance,

on the other hand, resting against a legal currency re-
serve never to be less than fifty per cent of their value;

but, specially, they may not be issued unless if as a re--

sult of rediscount or, when conditions will permit, once
the legal monetary parity has been attained, in ex-
change for gold or foreign currency at the rate of seventy
five fine gold centigrams per peso.

The bank-note to be issued in consequence of redis-

count operations, chall be a currency which from the view

point of safety, aside from the corresponding metallic re-
serve, must count with the guarantee of the value of drafts,
notes or commercial paper, which undersigned by debtors
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as well as by a bank, may be taken for rediscount. I
r.nuch as the notes or other documents which are th.e :js:
ject matter of rediscount, will represent an indebtedness
for production, purchase, or storage of commodities f
the payment of services; inasmuch as, on the othe; ;r (:ir
*fhe sau:% documents possess a limited life, bank-notes tanb ‘
issued in their exchange shall also be the represent ‘:. ;
of services rv:enclered or of goods produced, purcha admn
stor_ecl', and: in general, they shall possess 1:1'13 sames ; Tr
of limited life in so far as their circulation is co cycde
than that of the documents for rediscount to hl:lc}elrne ‘
owe their origin. b
23.—It is not useless to repeat that the circulati
ofl b:.an](-no.tes shall be entirely voluntary; that n lcin
“:'111 it be impossible to render the said c‘irculati % l°n3£
since the law so provides, but that it would be Zit'eg?
useless to attempt it, as the true support of the .mlrey
tary v:ﬂue of the bank-note shall always be it yens
n.ecesmfy. and any other act which may seek to re 3 O‘Tm
c1rcu1a.t1on obligatory beyond the margin of t}I11 i’ ltcsl
T:tc?s??, will{ olf itself, bring about, at the outs:t s:ge
al failure of the system. It is also timely, in thi ;
?Sesr:; (;cobad:;rt B:co the :ﬁght ci.rculation of tf:e bank;:f:s
e dyue : t:3.nco e Mexico up until now, has been
1 ; o two reasons: one 1s that the bank-note
: a go d symbol and there being actual gold coins 1
circulation as well as silver coi 1 bl
e e oins, it be:come impossible
i COinsehzt':u;nstajce}? in v;l'uch metallic gold
: ound themselves— to maintai
I:::lll:‘al tl':lereto a circulation of bank-notes as well as ;2;3
; and the other reason, the main one, that there has

35



BANCODEMEXICOS.A.

never arisen a true monetary demand which bank-notes

could satisfy.
24.—During the six years of existence of the Banco

de Mexico, it has proved its solidity and has affirmed its
prestige as a banking institution even though, due to the
reasons stated heretofore, due, also, to the monetary con-
ditions at the time of its creation and due to circumstances
derived out of our defective banking organization in gen-
eral, the Banco de Mexico has not developed up to this
period its true work as a central bank. With the monetary
change foreseen by the Bill, the Bank will abandon its
tasks of ordinary bank to devote itself, préferentially,
to its tasks as a central bank, affirming still more, thereby,
its economic position and increasing its prestige. How-
ever, to render the change from the actual to the new
system more gradual, to alleviate the provisional situa-
tion created by such a change and to grant to other bank-
ing organizations of the country as well as to the public
in general a more complete notion of confidence, the Bill
provides for the creation of a Central Banking Board upon
whose vigﬂance and care, both the future issue of bank-
notes as a result of rediscount as well as the due preser-
vation and constitution of the reserves, shall depend.

VI

9% —_Foreseen in the manner already stated, the kind
of coins which are to remain 1n circulation, the manner of
increasing the number of circulating media whenever it
may be necessary to do so and even the amount of such
necessity ; and once the complete limitation of the actual
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metallic monetary stock has been established, thanks to
the non-exercise on the part of the State of the right of
coinage as well as through the express provision, to which
a sanction 1s attached, of coining more metal in the future
I MV ke demonetization;ivh geldmnd e
finitely suspends the coinage of said specie, depriving the
coins of that metal of any liberatory power; granting to
gold, thereby, its sole characteristic of merchandise and
establishing‘ the freedom of commerce thereof within the
country and abroad.

96.—As a result, all obligations to be entered into in
the future, shall be satisfied in Mexican pesos except
those which, imposed by international trade, shall be
stipulated in foreign currency, in relation therefor, the
Bill preservs the ordinary prohibition in such cases as
was established in an express manner by the Law of
1905, when it declared that foreign currency had no
legal course in the Republic, and that obligations which
were entered into in that specie, were payable in legal
coin at the rate of exchange on the date and place in which
the obligation was to be performed.
o5 t?;:go:iilr:ljfi :h};iﬁb]iiegations entered intf) prior to
: comes Law, the Bill establ-
ishes that whenever the said obligations have been con-
tl:actecl in any kind of national currency, whether gold or
lever: tl'_ley sha.H be payable in Mexican pesos of the sole
c::::i?Zilgif;;se:f:t ‘siu'bsist.ing by. the Bill. and in

oo . red 1into in Jforelgn currency, they

shall be hqmdated n conformity with the general rule al-
ready stated in the preceding paragraph: at the corres-
pondent rate of exchange according to the time and place
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in which the obligation is to be performed. These rules
concerning obligations entered into prior to the date
in which the Bill will become a binding Law, carry
two exceptions the justification thereof being obvious.
Concerning obligations contracted in gold currency, in
the nature of an exception from the rule of payment
in legal coins, are all cases in which there 1is ques-
tion of returning gold coins duly received for collec-
tion on behalf of a third party or by virtue of legal acts
which do not transfer a legal title. As a special case,
thirty per cent of gold deposits at sight or at periods no
greater than thirty days, is mentioned, whenever said de-
posits were received by banking institutions from the pub-
lic, since, according to the Law of Institutions of Credit,
the said thirty per centum of the deposits —which are in
reality contracts of mutuum— must be retained by the
banking institutions in their vaults in the same specie in
which the said deposits were made, and in relation to the
amount legally reserved, equity demands, therefore, that
leg’al ownership should not be considered as transfered to
the bailee institutions, since, by law, said institutions
could have never employed the said thirty per cent in
the course of their normal transactions. Concerning oblig-
ations entered into in foreign currency, an exception is
made in case that the debtor is capable of showing that
the coin in which the transaction was originally agreed
upon, or the currency received from the creditor in loan
cases, was national currency of any description, in which
case the Bill provides that payment shall be made in
Mexican pesos at the rate which was admitted as the
basis for the conversion into foreign exchange, or, in case
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that such rate may not be determined, at the rate of leg'al
parity, which is to say, by converting foreign currency
into Mexican pesos considered as with the theoretical
value assigned to them by Article 1 of the Bill.

28.—In reference to the contents of the preceding
paragraph, the possibility could exist, as has been suggest-
ed, of establishing a table of equivalences to carry out
the payment of obligations contracted in national gold
coins, in pesos of the weight and fineness retained by
Law. The Bill has not considered the said possibil-
ity as even remotely sound for the double reason that,
on the one hand, the Bill does not modify the theoretical
value of our monetary unit, —the single case in which a
Law of Payments could be justified— and that, on the
other, every such Law carries extremely grave inconven-
iences such as among the most important, its inevitable
injustice, the disconcerting effects imposed upon economy
by the adjustment of equivalences and the permanent
creation of a devaluation which, even though it may exist
as a matter of fact at the moment, must disappear in the
future. It is necessary to notice, 1n passing that as a mat-
ter of economic reality, damages will be suffered by cre-
ditors who in turn must make payments abroad or who
seek to export their capitals. if either the payment or the
exportation are made before the legal parity of the Mexi-
can peso upon the value of international exchange is ob-
tained. As far as the creditors who do not find them-
selves in this situation, upon receiving in payment of their
gold credits the legal currency established by the Bill,
they shall have in their hands a monetary sign endowed
with an acquisitive power which not only has not shrunk
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in relation to the domestic acquisitive power of gold coins
in prior epochs, but is even superior thereto in many
cases.

29.—Besides the demonetization of gold, the Bill pro-
vides for the withdrawal of all national circulating coins
which are not those expressly mentioned as of the weight
and fineness indicated by the Bill, merely establishing,
as regards to the two pesos silver coins, that a special
period of exchangeability is provided for and contemplat-
ing the form in which the said exchange may be made
—without increasing the stock of silver coins now in
existence,— for Mexican pesos of the weight and fineness
now specified as remaining in effect.

VII

30.—The fundamental reason existing for the pro-
vision in the Bill regarding the formation of a Monetary
Reserve, has been already statecl: to obtain at a later
date the needed stability of Mexican currency in cases
of transitory exchange crisis which may arise. It would
have been desirable to obtain at once the integration
of the said reserve in an amount sufficient to guar-
antee, at the outset, the unlimited exchangeability of
national coins against foreign currency at a parity rate.
However, neither is this the most opportune moment to
obtain the ﬁecessary credits abroad for such purposes,
nor would it be advisable, even though a considerable
credit could be obtained, to invest said credit in an
eventual profitless undertaking at the expense of a posi-
tive sacrifice merely to remedy, by artificial means, an
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economic crisis the duration of which as well as its in-
tensity are exceptional in the country and abroad. There-
fore, the reserve shall be gradually formed at the rate
that circumstances in the country will permit. The Re-
serve shall consist of two essential parts: one, to be
constituted as a direct national reserve, as provided by
the Bill, by the application of diverse funds mentioned
out of which the product from the tax on minerals and
metals means an actual income of approximately nine
million pesos per year. In case that, as a result of ex-
change against foreign money, there shall result an ac-
cumulation in the reserve of amounts in silver coins, the
said coins shall be melted and the commercial value of
the bars therefrom, will increase the amount of the re-
serve, the said procedure permitting, if it becomes neces-
sary, to continue a withdrawal of silver coins and thus to
keep reaping advantages from the restriction of the exis-
ting’ monetary stock. The other reserve shall be formed
by the amounts in gold or in foreign coin which even-
tually may ingress for the respective issue of bank-
notes. The function of both of these reserves, directly in
the first instance, and indirectly in the second, shall be
identical : to serve as a basis for the credit and monetary
structure of the country and to support the value of the
Mexican peso in the international market whenever an
occasional and transitory deficit is encountered in our
balance of accounts.

31.—Finally, the administration of the Monetary Re-
serve shall be entrusted to the Banco de Mexico, as the
central Bank of the nation; but, temporarily, during this
epoch of economic maladjustment, the handling of the

-
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said reserves shall be entrusted to the Central Banking’
Board, an institution which as an autonomous body is
created by the Bill and which is to be composed by the
Secretary of Finance; by a Delegate from the Board of
Directors of the Banco de Mexico, and by five Delegates
of the remaining private credit institutions of the country,
the Secretary of Finance simply resos:rvingr to himself a
veto right to prevent the resolutions of the Central Bank-
ing Board from being executed whenever in his opinion
such resolutions may affect the economic equilibrium of
the country. The Central Banking Board shall be compos-
ed, therefore, in its majority, by representatives of private
banking concerns, who, in turn, should be considered as
the representatives of the general economic interests of
the country in so far as the organization and operation
of money and credit is concerned. Neither the National
Government nor the Banco de Mexico, may take steps,
of their own initiative, which may affect the system of
rediscount, of the reserves, of the issue, or of any other
matters submitted to the Central Banking Board, unless
they possess the consent of the public as expressed by the
majority of members of the Board, and these, in turn, may
not dictate any measures which might injure the public
by a disturbance of the economic equilibrium of the coun~
try, inasmuch as the Banco de Mexico, on the one hand,
and the Secretary of Finance, on the other, upon exercis-
ing the right of veto, possess the faculty of preventing
such measures.

32.—~Once the Banco de Mexico becomes duly organ-
ized acting as a central bank, within its own Board of
Directors and in the capacity of associate banks, national
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banks shall be represented, and the Board of Directors
of the Bank may not take any resolution contrary to the
interests which are entrusted to it, inasmuch as the deci-
sions of the Board shall only be valid whenever they may
have the vote of approval of the members of the Board
to be designated by the remaining national banks.
33.—But, the fundamentel change in the tasks of the
Banco de Mexico requires several modifications which
are provided for in a separate Bill, as well as the lapse
of necessary time in order that the Bank may liquidate
its common banking operations which it has hereunto
transacted, in order to devote itself exclusively to its work
as a central bank of rediscount and issue. Pending the
proper transformation of the Banco de Mexico, a trans-
formation which shall begin without delay, the Central
Banking Board will function in the manner aforesaid.

VIII

34.—One of the greatest problems of the present
moment is the general depression of our economy, the
paralization of numberless operations and the consequent
decrease in prices which is also due to a world-wide de-
crease in prices, and to the inelasticity of monetary cir-
culation in our country. This problem, derived from such
complex motives will only be solved in its entirety when-
ever the principal causes have disappeared: whenever
markets that consume our goods become reestablished;
and in consequence, whenever foreign capitals shall enter
into the country in payment of said goods or as invest-
ments in the production of the same ; whenever domestic
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lack of confidence which is now prevalent shall disappear
and which, to a large extent is due to the fact that the
conditions of our economic and political organization are
not definitely settled. But waiting for the conditions men-
tioned above to change, it is still possible to bring some
cure to the present depression, rendering transactions
more active and attempting to find a limit to an unjusti-
fiable and irrational decrease of prices, through economic
means which chiefly consist in credit facilities and in a
due elasticity of circulation.

35.—To this end, the bill of monetary reform and the
Bill relating to the reforms to the Law which created the
Banco de Mexico, contain the necessary provisions to
obtain, first, that the ordinary reserves which banks must
possess as a guarantee for deposits at sight or at periods
no greater than thirty days sight—except those indispen-
sable amounts for the ordinary cash services—should re-
main concentrated under the vigilance of the same banks
and subject to their disposition in the Central Banking
Board in order that such reserves—which scattered, alone
fulfill a role of guarantee and in certain cases are render-
ed useless—may be better utilized to serve the purposes
of guarantee to the depositors and may, additionally, allow
the widening or the tightening of credit and of circulating
currency as the economic conditions of the Republic may
warrant. Likewise, in the Law of Reforms to the Law
which founded the Banco de Mexico, provisions are cont-
ained which authorize the creation of a transitory system
of rediscounts, —more ample than the permanent sys-
tem,— under which only national banks associated with
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the Banco de Mexico may participate,— under this re-
discount system, without depriving’ operations thereunder
of the necessary firmness, banks not associated of the
Banco de Mexico may participate provided they possess
the requisites of solvency which may be adequate in the
discretion of the National Banking Commission and that
the corresponding operations as well as all those of redis-
count which may give rise to a bank-note issue, should
be approved by- the Central Banking Board. If the neces-

sity of credit—of such urgency at the moment—cannot be

satisfied with the elements furnished by the inelastic exis-
tence of silver currency, banks may, provided they per-
form their duty of adequately serving the public, grant
new credits under satisfactory conditions of guarantee
and investment, employing for the purpose, the facilities
of rediscount whenever the increase of circulation is not
a danger to the stability of the value of the currency. It
will devolve, therefore, upon the banking institutions of
the country, to attend to the justified necessities of credit,
and the Government expects that such institutions, cons-
cious of the very important role which they must play in
the organization of society will skilfully and earnestly en-
deavor to destroy the immoderate tendency of speculation
which has existed in the course of recent years, and to
build a healthy system of production and labor, based
upon a liberal but rationally organized use of credit. More-
over, as the actual banking’ system 1s not prepared for
long-term credits needed with such urgency in Mexico,
and since under such a system, there is a need of interme-
diary institutions, a modification of the General Law of
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Institutions of Credit shall go shortly into effect as well.,
and already the means are now being prepared to firmly
establish the possibility of the said long-time credits.

IX

36.—An exposition of the fundamental concepts un-
derlying the Bill is contained in the preceding chapters.
Above all, the Bill is based in a recognition of the real
causes which have determined the present economic si-
tuation and in a constant desire to entrust the fate of a
matter as capital to the life of the country exclusively to
those elements which are offered by our own economic
reality. The use of gold as a circulating medium, unne-
cessary as it is in general, and difficult of maintaining,
except under exceptional circumstances, in an elastic cur-
rency system, now becomes impossible to our country,
and it would always remain an expensive effort even if
there remained the possibility of doing so. The preser-
vation of silver currency as a circulating medium, aside
from finding‘ support in a respectable tradition, and of
coinciding with the truth of our economy, does after all,
allow the creation of an elastic monetary system which
1s useful to such a degree to our economic development.
And, just as the adoption of the silver standard allowing
free coinage. or even the agreement to the effect that
the present stock of silver coins could have been sub-
sequently enlarged at the will of the State, would have
been a complete renounciation of any ideal of national re-
construction, the fact that every future silver coinage 1s
forbidden—aside from constituting the monetary basis of
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the re-valuation of the Mexican peso——is already a con-
siderable initial effort which the State has set unto itself
in performing its programme of economic reorganization.
The manner provided by the Bill for the creation of the
new coin which may be needed, affords a guarantee of the
safety of that currency, and also, renders a future inflation
impossible; but, at the same time, it binds money and
credit together. The central bank of issue and rediscount
may truly constitute itself into the director of credit in
Mexico, not as an ordinary bank of commercial com-
petition but as the indispensable source of the instru-
ments of credit and the reg’ulator of the monetary mar-
ket. There has been no hesitancy in recognizing prior
errors which have motivated public distrust. In virtue
thereof, the notion of a legal circulation of purely fidu-
ciary currency was abandoned; the possibility of cons-
tituting a regulating fund at the outset with the banking
reserves was discountenanced and nowhere in the Bill
was there room left for any intent of violence or of cons-
traint. Because of prior events in Mexico, and because
world experience in similar cases show the inefficacy of
restrictions, the Bill does not seek to obtain through pro-
hibitive provisions neither the cessation of the emigration
of capitals, nor the end of speculation, nor any other of
the questions which, though necessary of solution. may
only be solved whenever confidence in the country and

in its future shall increase.

37—Nor should the disadvantages and risks of the
Bill be left undisclosed. Its central inconvenience is that
even despite the Law, no longer gold continuing‘ as 1egal
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currency and carrying its own limitation, the State may
provoke an inflation through excessive coinages of silver
currency. The Bill provides the necessary guarantee
against such an emergency. It shall be the task of public
opinion and of the organized forces of the country to pre-
vent such emergency from arising at a later date. Sub-
sequently, the Bill is, as stated, an effort to achieve the
theoretical parity of the Mexican peso; it establishes
that the payment of all obligations prior to the said
Bill shall be made in legal currency and this provision
will, at first, be disagreeable to gold creditors. Even if,
for the reasons stated, it would have been impossible to
follow any other course, —if, unfortunately. the damage
exists, in spite of the firmness of the acquisitive value
of silver currency,— such damage will be circumscribed
to the least possible, and 1t will disappear shortly once
the liquidation of this transitory period is made.

38.—Finally, the system provided for in the Bill car-
ries with it a principal risk: that of the strengthening and
increase in the value of the legal currency derived from its
strict limitation to needs, which instead of bringing about
an affirmation in the value of the Mexican peso in inter-
national exchanges. may suffer the evil results of a de-
pression in the exchange, considering that movements in
value of currency in foreign exchanges are more visible
and rapid than the movements of the acquisitive power
of the same money. This risk is the same which we are
now taking, and there are good reasons to believe that,
precisely because of the stabilization which the new sys-
tem brings, the risk will diminish, it shall not present
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itself even, or else, it shall be the cause, if public opinion
1s alarmed by those who for their own ends seek to ignore
the rational foundations of the new system, of an alarm
which may carry damaging consequences, although in the
end the alarm will be transitory.

39.—Obviously, the central spot of difficulties in the
economic situation with which we are now confronted,
lies in Mexico's position before the international market
and in consequence, in the low quotation of the Mexican
peso in relation with foreign coins, a fact which tends in
all cases, to depreciate our currency at home. After the
probable crisis which arises in the transition from one
monetary system to the other, and once the new system
is established as the Bill provides, if the actual economic
depression 1s not aggravatecl due to other causes, it is
possible to hope that since the monetary stock is limited,
and since this epoch of monetary insecurity 18 past, the
value of our currency, its acquisitive power, as well as its
exchange value will show an strengthening and an impro-
vement. Once the main perturbing element is eliminated,
the problem of exchanges abroad will remain c]early del-
imited without a confusion with the monetary problem,
and besides, the pressure upon the exchange market shall
be reduced to the terms imposed by the limitation of the
material existence of monetary signs.

40.—But, not all things should be expected from a
monetary reform. Our unleveled imports and exports will
be permanent]y adjusted whenever, as a result of a better
world economic condition‘, our exportable commodities will
ﬁn& ready markets at adequate prices, and whenever,
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once the new forms of economic and political organization
which have been in the process of creation for the last
twenty one years in the country, become stable; when-
ever domestic production will strengthen and increase,
thereby augmenting public wealth and bringing about a
more equitable and better distribution of said wealth.

The emigration of capitals which caused such dama-
ge, will also cease, and will give place to a contrary mov-
ement of inmigration whenever, as has been stated, the
new forms of social life the creation of which is sought,
become stable.

The monetary reform, and in general, all financial
reforms analogous in nature, trascendental as they are to
the extent that without them the creation of new forms
of social organization may not be achieved, shall be total-
ly fruitless, however, if they are not accompanied by a
serious and resolute effort to obtain a true economic and
political stabilization of the country, able in turn to bring
back confidence to the minds, and to maintain an organi-
zation in equilibrium, in so far as it is based in a just and
rational distribution of the loads and products of national
economy.

To achieve this end, the various initiatives relative
to a solution of the agrarian and labor problems have
been directed, as well as those relating to the establish-
ment of public credit in the country; the measures con-
templated to improve the fiscal organization of the Repu-
blic and the considerable economies which have been
made in the budgets of the Government. To this end, also,
the whole social action of the State should be aimed in a
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serious programme of achievements rather than in vain
political commotions. The Federal Executive is certain
of finding in the other Powers of the Union and in the
State Governments a co-operation which is not only a sim-
ple political necessity but a vital requirement of the first
order. Above all, the Government expects co-operation
from public opinion, from the good judgment and rational
optimism of the people as a whole, in this effort which
seeks to save fundamental values in our country.

México, D. F., July 25, 1931.

The Secretary of Finance and Public Credit
L. Montes de Oca.

i



VR

APV I It o

s ST s a SRR e rimrnerstis v, Ao i o SRR Uhegan -1 v = o

. 1 b

NPT DI B ey L R PRSI UL NI L) W/ TPRECIST O ST ORN SO AU MR D
g i 5 ¥ phoe S v e

o i ’:4‘ N G ¥
A btk o k4 e s b e - " et

06 1l R R e e el
wetganaek deashod o di
BRI R s,

4 ot |} !
20, AR Sieet

¥

Cl

0L A 2 g

= el gy
TS &Y




DIARIO OFICIAL = March 22nd 1933 - No. 19. BANKING LEGISLATION,
Decree Modifying the MONETARY LaW of 25th July 193l1.

Article 1Y - 4article 13th, amended, of the Monctary Law of 25th,
of July 1931.

“A:%iglg 1% - ‘The minting of silver or bronze coins, ne
matter whal their denomination, can enly be ordained by the
Banco de ilexico with the terms of its i of Incorgqrat;on.
thro resclution taken by the Board of Administration in
secret ballot, for the majority of seven votes, al least,
such resolution remaining subject to the vole of the Finance
Department.

linting made in different manner than thal ordained
by Law, shall be the cause of immediate destitution and civil
responsability for the direetors and officers of the Bank
whiehtorQ%éu 1t and public offieials and employees that
execute it".

Article 2 - art%cig.l4 of the Monbtary Lew mentioned is amended
as follows:
W - & monetar; recserve is established which will be
ade up of the following resources:
a) - Securities acquired by the Bance de México by virtue of
the transactions to which ArticlesZ, Fraction iI,and
10, fraction II of its deed of Counstitution.

b) - The sums that the Banco de exicu receives in cash in
p?ymant of documents rediscounted or through the sale
of gold or items whose acquisition proceeds {rom scme
of The operations of issue of bills provided for in
article 2 -~ amended - of its Deed of Constitution.

e) - That portion of the profits of the Banco de Mexico which
the respective law designates to that end.

d) - The difference resulting between the cost and the
monelary value of the coins minted.

e) = The proceeds of loans contracted for increasing the
Reserve.

f) - The sum which the Presupuesto de Egrescs will annually
assign to ithat end, and proceeds of taxes and duties
affeciing that same end.
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Article 3 -~ Article 1Oth of the said Honetary Law is amended to
read as follows: (

irticle lg ~ The Honetary HKeserve will be wholly destined to
maintain the value of the national eurrency, regulating its
circulation and foreign exchanges and to guarantee the is-
suance of bills which the Banco de Mexico may meke within
the terms of article 2nd of its Deed of Constitution, this
latter to%ether with the ileserve for Circulation provided
for by article 3rd of the same law. '

Article 4 - Article 16 of the Mometary Law in gquestion, is
modified in the following terms:

Article 16 - Uoinable metals entering the lionetary fteserve
in the terms of subdivision a) of ﬁrgguia 14, willybe con=
sidered at their commercial value for the purpeses of '
statements and balances whieh the Banco de lexico may publish
in accordance with its Deed of lncorperation.

sums received in cash by the Banco de dexico for sales
of gold or forgign currencies acguired in the terms of
Fraction II, of Article 2 - smended - of its Constitutive
Law, shall be employed, in all preference to retire from
circulation bills issued in excggnﬁe thereof, adhering in
every case to the disposition of the final paragraph of
saild Article 2 ~ Amended.

TRANSITORY ARTICLES.

A;&igigal = drtiecle 17 of the Honetary Law of 25th Ju%y lg3l,
Transitory articles ilos. 3 and 4 of the Law of 9th of
March amending the monetary Law, are derogued.

A;L;g%ng - The nel proceeds of minting made in the terms of

iransitory Article 3 of tne Law of 9th of larch 1932,
amending the Honetary Law, as well as the gold, eilher in bars .
or coin, whiech has been acquired with auch_fun&s and deli-
vered 40 the Banco de Mexico shall be totally applied to
the lionetary Heserve.
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irticle 1¥ = article 13th, smended, of the lonetary Law of 25th,
of July 1931.
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matter = their dem%gg't ion, can ardai.nad'by the
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Depariment.

Kinting made in diffsrent mamer than that erdained
by Law, shall be the cause of imdxa destxtutmn and eivil
responsability for the di ficers of the Bank
which t:r%ain t and public hiall and employees that
execu

Article ¢ -~ Art}eh 14 of the Monbtary Law mentioned is amended
us enmr
- - 4 monetar, reserve is established which will be

e up of the following rescurces:

&) - ::ecuritiu acquired 'g‘the Bancu de México by virtue of
the mwxﬁas to ch articlesd, ¥Fraction 1I, and
10, fractien i1 of its deed of Cunstitution.

b) =~ the m ﬁw.t. the Banco de .exicu receives in cash in
of documents redisceunted or through the scale

or itm whose uisition proceeds from scme
ef &d rations of iam of bills provided for in
article 2 = amended - of its !'eed of Constitution.

@) = That portion of the profits of the Bunco de Mexice which
the respective law designates to that end.

d) - 1he difference resulting between the cosl and the
monelary value of the coins minted.

e) = eg:ceade ei loans contracted for increasing the

f) - The sum which the Presupuesto de Bgreses will annually
assign to Lhat end, and prcsaadn of taxes and duties
a!’fec ing that same end.
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article 3 = article 15th of the said Honetary Law is smended to .
read as follows:

Article 15 = The Nenetury Heserve will be wmuy destined to
¢ value of ihe natiomal eurrency, regulating its
at.ianm foreizn 68 and to guarantee the is-
suance of bills which the Banco de MHexico ma mke #ithin
the terwms of article Znd of its Deed of Cunstitution, ibis
latter ther with the ieserve for Circulstion provided
for by article 3rd of the sume law.

Article 4 - article 16 of ihe Law in quesbion, is
wodified in the fenwhgwy

W = QLoinable metals mat-eringé the lonetury HReserve
n the terms of subdivisioen &) of article 14, will be cun-
gidered at their cmra value for the purposes of
statements and bala the Baneo de Hexico may publish
in sccordance with its Beed of dncorperstion,

Jums recei in cesh by the Sanco de Hexiceu for sales
of zold or for wrmimuirm in the terus of
F&:@tﬁl ilﬁo ieu ed - of its Constitutive

ciraula&wnthitm it.i ., %hereof adhermegfln
every case to lig, -~ on of the final paragraph ©
seid’ Artiedw d. ~ Ameed

efarﬁzwa tu retire from

THANSITORY ANTICLES.

%‘ arviiele 17 of the & f th Jul
iransit ;wZiclaa ﬁoa{.m% ‘5 nfy 9‘&&%?
ch amend W

~the monetary Law, aro dmr

- 'ﬂm net eods of minting made in the terms of
s Lol bR GE
, 68 as er in bars
Mm h%on acquired with such Ma and deli-

vmd tﬁ Lhe Hanco de Mexico shall be Lotally applied to
the Monetary reservs.
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Jeeree ¥odifying the MONCTARY LAW of 25th July 1931.

Artigle 1° - Article 13th, smended, of the Wemetary Law of 25th,

of July 1931. i
. - The minting of silver or vronze goins, no mat-
er : ir denomination, can omly be ormw the Ban=
eo de Mexico with the terms of its Deed of xatiuah-

tlrﬂfh resolution takem by the Board of Administration
seeret ballot, for the majority of seven votes, at lesst, such
resolution remaining subject to the vote of the Finance Departe

Hinting made in grent manney¥ that ordained
by Law, shall be the m%ﬂua destitution and civil
responsibility for the tors and officers of the Bank

which ordsin it and publie ofricials and.employees that exe-

gute it"

Azgigle 2 - Axticle 1% of the Mﬁafr Lew mentioned is amended
as follows:

W - A mometary reserve is established which will be
up the following resources: '

&) = Securities scquired by the Banco de Mexico by virtue of

the tr gtions t0 which Articles 2, Fractionm II =nd
10, fraotiom II of its deed of Comstitution. p
b) = The sums that the Bance de Mexioo receives in eash in

gold or items whore acquisitiom procecds from some
£ the operations of iscue of bille provided for in ar-
le 2 ~ amended - of 1ts Deed of Comstitution.

¢) = That pertion of the profits of the Banco de Nexice which
the tive law designates to that enmd.

é; - The diffe resulting between ihe cost and the mone=
taxy value of the coins minted. :

&3 - ?z', prooesds of loans contracted for incressing the Re=

p;gﬁt gme y rediscounted ox through the sale
o

£) =« The sum which the Presupuesto de igresos will annually
’gm to that end, and proceeds of vaxes and duties
ecting that same end.

Artigle 3 - Article 15th of the sald Monetary Law is amended %o
read as follows:

Article 15 - The Monetary Reserve will be wholly destined to
maintein the value of the n-tional eurreney, regulating its




circulation and foreign exchunges and %0 mruutu is=-
suance of ollls whiech the Banco do n.a:‘:ay nkn hir

the serme of article 2nd of its De Constitution,
laster gcthn with the Reuru for ation provi
for by Article 3rd of the same law

don, O

% Article 16 of the Monetezy Lew im ‘utzan, is mo-

in the following terms:

W -~ Goinable metals enter
n erme of subdivision ﬁ’

m5 S

gidered at thelr commerd s of sta~
tements and balances , 4he Banco a m may publish
in agcordance with its of Incorpogation.

Sume received in wcumdams.umw
1es of gold ox foreign in the terus of
Fraction II, of Article 2 = mmen “4ts Constitutive
Law, shall be emp l.u 11 pred to retire from
cuuhnm pills dssued in ex : preof, adhering in

every case to the dieposition of the 1 paragraph of

said Article 2 - l.llm

utm. ary Law of 1931
& !os. and & of the . :ugth 3:'
1law, are derogued

ﬂ’ nn% made in the tm of

e 3 of the Law of

lonet wr, as well as the gold, either in bars

hioh has bDeen acquired with such funde and dali=-
rance de Mérice shall pe totally applied to

th of March 1932, amen-

T D S
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R ]

oy |
pegree Modifying the HONSTARY LAY of 25th July(d93l. 1'
Aztigle 1° = Artiecle 13th, smended, of the mnuy mjgzsth

of July 1y31. a8

b/ - = The nint of sik nmnm.uw
ir denomination, can 3 by the Rane

go de Mexico with the texms of i i‘ i
h resolution taken by the d Administration

ballot, for the nqoritr ' votes, at least
:mmuaa :m'nusu subject m‘& of th‘ Finance fnuﬂ-

ment.
Hinting
by m. n-u ho th Wmm-m Qnm nﬁ nvu
responsibility fox thn re and cere of the Bank
which ordain it and pu ofriciels employees that exe-
gute 1it"
Aziigle 2 - Article 14 of tm Monetery Law mentioned is smended
as followsi

W_ - A tary reserve is established which will be
e up lowing yesourees:

&) - Securities acquired by the Banoo de Hexice by virtue of
the tr %0 mioh Articles 2, Fraection 11 and
10, fraeti of its deed of Constitution.
N3
b) - The sw de Mexico receives in cash in |
5 gﬂﬂ .

a?iomc soounted ox threuch the sale 1
- gold or whose aequisition progesds from =ome |
- pw of isrue of bille provided for in ar- |

¢ 2~ - of dts Deed of Comstitution. ]

¢) - That pertion of the profits of the Banco de Mexico whieh
the ttn law designates to that end, B

d) - The difg resulting between ihe cost and the monew
: taxy nlu the coins minted.

C} - The 'pm of loans contracted for incressing the Re- 1

f) - suz which the Pummsto ds ;?‘:g gon will annmally
ssign to that end, and proceeds of tazes and duties
ting that same eond.

- Article 15th of the sald Nometary Law is amended %o .
réad as follows: _

Article 15 - The Honstury Rescerve will ve wholly destined %o
maintain the value of the notional curreney, regulating ite



circulstion and foreign sxchonges and to guarantee ia=
suance of oills which the Banco de 00 may make n
the torms of article 2nd of its Deed of Constitution, this
laster together with the Reserve fop zm}.auon provided
for by Article 3rd of the same laws

%-— Article 16 of the th Law t.n mtton, is mo=

ed in the following terms:

W - Coinable metals Qm.eru% nmta:y Reserve
terms of subdivis will ve con-

nt

gldered at their commere rnt m ge of sta~
temente and balanges ° th- Banco Ye may publish
in agcordance with ite Deed of Ingc jion.

Bums received in gash by the Daned de Mexico for sa-
lea of gold or tora&gn a?enuu woquired in the terms of
anend of its Constiwutive

,Fmtion IX ticle
shall 5. to resire from

i roulation Dillu Pususd in SHIRMBS Thereof, adhering
every cese to theé disposition of uhe nm paragraph of
- maid Article 2 = Amended.

m&% ;q- mulc t Law of 26Hth July 1931
Mn? m 4§ of the zu of ;thgg:t'

ﬂmh law, are derogued.

%m Muumi made in the terms of
ory of the Law oz.g;ch of March 1932, smen-
uv. as well as gold, sither in bars
peen acquired with sueh funds and deli-
v-m ‘“the m de ¥d:ico shall ve totally applied to
the Moneinxy Keserve.
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Deoree Modifying the MONUTARY LAW of 25th July 1935.

: ¢ » Article 15th, smended, of the Honetary Law q,am
Axtdgle A- = VSN o6 . D

m— The of silver or bronge goins, no mat-
T ir demomination, ocan only be ord by the Rane
de Hexico with the terms of its Used of Incorporati

bﬁhﬁ tzgtun:':g fm::nt ‘?;::tmh
B860TE ‘ or o n votes, a
resolution remeining subjeet to the Vose of the Finange Departe

ment,

Hinting made in different manney that ordained
by Law, shall be the @ of immediate des ion and edvil
mmuztum rs and officers of the Bank
which ordain it and pub ofricials and employees that exee
gute 1" . :

Artdole 2 - Article 14 of the Mometary Law mentioned is amended
as followsi ‘

W - A monmctary reserve is established which will be
up the following resouroes:

8) = Securities acqg by the Banco de Mexioco by virtue of

the tr Llons which Articles 2, Fraotion II and
10, fractiom II of Ats deed of owtituuon.

b) - tuq&nt the Bango de Mexico receives in ¢ash in
voouments rediscounted oy through the sale

P

&u or items whose acquizition procecds from some

5 4 operations of iscue of bills provided for in ar-
lele 2 » smended - of 1ts Deed of Constitution.

@) - Mm of the profits of the Banco de Mexigo which
the ppective law decignates %o that end, v

d) = The dtftllc:a resulting between ihe cost and the mone-
Ltary valus the coins minted.

8) - The progeeds of loans contracted for inoreasing the Re=
serve.
£) - The sus which the Presupuesto de s0e will anmually

seeign to that end, and proceeds of vazes and dutiee.
affecting that same end,

« Article 15th of the sald Yometary Law is amgnded to
mlﬂad as follows:

Article 1% - The Monetary Reserve will ve wholly destined to
maintzin the value of the n-tional currengy, regulating ite



iian
cireulation and zou izn exchanges and %o tab be ia-
suanes of odlls which the Banco de fithin
the serme of article Pnd of 1'59 cgmgm;“, rhd s
latter to!waar with the Rceaﬂ- iroulation provided
for by Ar m}rda!thasmlm

- Article 16 of the Nonet mtﬁﬁunm\ is mo=
%«t in the following terme: * ’

w - Uoinable metals mcruc mom
orme of subdivision &) ¢

sidered at thelr commer od at ﬁ&-
tements and th- m dg. may puvlish

3l of Incorpepstion.
ge Mexioo for sae-

balances wh
in secordsnce with ite
Bums received in gash by the Denet

les of gold or terugn Mn squiped in the terms of
qucn 1 cle : ttn Constitutive

Law, ahall b's emple preferemee to reiive from
girculation bill sued n : hereof, adhering in
gvery case o the disposition of final parsgraph ©f
said Article 2 = Amendeds

ary Law m;mﬁ.
and 4 of mu
m are dervogued.

_. mumumaf
le ¥ of the Law of d‘miﬂ!,m&-
s &8 woll as gold, eithar in bers
en aoquired with sueh funds and deli=-
Wérico shall ve totally applied to



JI4RIV OFPICIAL = March 22nd 1933 Ho. 19 BANKING LEGISLATION.

Decree amendigﬁ the baw of 12th April 1933, refourmatory of that

constituting the Banco de lexicou.

Article 1. - Fraction AI or Art. lst of the Law of 12th Auril 1932,
amending that of 25th August 192H which created the Banco de Mexice,
is amended to read as follows:

.~ The limited liability Com (8.4.) constituted
in compliance with the disposition of Artiele 20 Constitucio-
nal, as per the law of 25t Aa§nzt 1925, shall be reorganized
acecording to the following bosis:
XI.- It shall be an untransferable faculty of the Board of
Administration, to resolve on all metters concerning the
emission and circulation of currency, the fixing for t.e rate
for rediscount; and the determination of the requierements which
rediscountable paper should fill, Lo set the general limits of
rediscount operations and of these aubhorized by article 13
of the Law ol 12tk April 1932, and the celebration of opera-
tions which jointly or segarately. compromise the raaponsxhili§¥
of one perscn or society Tor more than $10,000.00. The Board o
Administration can appoint from among its members and in the
terms sel by the by-laws, the commitiees that might be neces-
sary for the atteﬁi&qn of the different affairs of the Society.
in every case, the Board should designate a Kediscount Commit
and an Bxecutive Committee, the first of which will have charge

of appreoving concrete rediscount transactions and those

mentioned .n Artiele 18, and the second to rule on matiers
suscitated by the ordinary affairs of the society, with the
exception of the aifairs commended to Hediscount Commitiee,
but the decisions of both Committees bei always subject to
ratification by the Board. The Committee Ior Hediscouni shall
be made up of 4 directors of Series "B" and 1 of Jeries "A"
and the Executive Committee, by 3 directors of the Series "a".

- le 2. drticle 2 of the Law of 12 April 1932 mentioned is cmended
as follows:

‘A:}ig;ggz.. The Bank shall only issue bills:
«= By virtue of rediscount Uperstions effected withassociate
banks with items paiable in National Currency.

1I.- In exchange for geld, in the purchase of first class
drafts or bills payable at sight and drawn sbroad, or
ugainst term accgf ces drawn at not more than ninety
days abroad and also of a first class, all such at the
prices or rates of exchange authorized by the Board of
gdmxniatr%tzon within the limits set by the Finance

epartment.
Bills re-eniering the vault of the Department of Emission
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in gayment of rediscuunted documents or in exchange for
zold currencies or cash, cannot again be placed in
circulation without fullelzng the requisites set for
the issuance of bills by thig article.

Article 3. of Law of 12th April, 1932 is modified as follows:

"Article 3.~ In all cases, the Banco de lexico shall Dbe
able to issue bills for an amount not exceeding double lhe
cash holdings, deducting therefrom the full amount in the
same currency.
a) = The Honetary ieserve. :
b) - Deposits which associale bunks should constitue
in compliance with this law.
¢) - Of the amount which according to the Law should
be maintained by the Bank as & reserve against
its sight or time deposits.

The Cash Holdings, after doéuctin&the value of the above
amounts shall never be less than half the value of rediscoun-
ted documents, and gold and currencies, the acguisition of
which proceeds from some of the operations of issue of

bills provided by artiele 2, as long as the former have not
been paid nor the latter sold.”

article 10 of the Law of 12th of April 1932 is additioned
in the fellewing Herms:

i - ‘the Banco de iexice, as regulator of the
monetary circulation, shall exercise besides the following
funetions:

VII.= %o buy er sell drafts or bills of exchange payable
at sight or term drawn abroad. The Banco de lexico under
equal priee, shall have preference over any olher buyer
in the transactions of sale of foreign currencies of
assoclale banks, Leas i 3 y

_ vefault of complyan with this disposition shall
give rise, according to lhe seriousness of the case, 1o lhe
administrative application by the Finance Departmenti of a
fine up to $500.00, or the cancellation of the cuncession.”

Article 9. Article 17 of the baw of 12th of April, 1932, is
amended as follows:

jctiele LT~ sediscount operstions will be subject to tie
ollowlng terms. _

1.~ Uniy items to order, payable in national currency

proceeding from genuinely commercial transactions
or {rom edits for habilitat a royvisi
maturing at not more t days, from the date of




o
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1I. - the credit limits which the Beard of Administra-
tion fixes for rediscount aferatlens_with»eachcme
of the associate banks should be revised every
18U days at least, being subject tov modification
at any time, when the Iinancial situation
of the rediscounting institutions and the
situation of foreign currencies and exchange
markets may demand it. o

I11.~ Hefuctionary and mortgage eredits are not
eligible Ior rediscount.

Article 6., = Fractions Il and IV of article LU of the Law of
12th of April, 1932, are amended as follows:

. ‘The Bance de Mexico can #lgo effect with
associate Banks, the fellowing transaetions.

....’...".I.........'.‘..'C."...."”-‘Q...l..Q............‘

1I. - Allow to associate banke simyle credits or by way of
over draft againgt the security of titles, commercial
items and other securities. The value of the pledge
shall be in all cases 20k %reaper than the amount
of the obligation, at least (2U% margin).

{V.- Hake advances aguinst eash bonds issued by associate
banks and the warehouse receipts issued by the
Almacenes Grenerales de Depisito.- alsv associated -
and grant loans or open simple credits or overdrafts
against the security ol the same pledge.

Article T, = Fraetions III and IV of artiele 22nd of the Law of
12th of April, 1932, are amended as follows:

Article 22..~ The Banco de Hexice can effect the banking
operations that are compatible with its character as @entral
Bank, but it will be forbidded to it:
Iil.~ Celebrate contracts for current accounts in the lerms
of articles 302 and subseguent of the Ueneral lLaw
of Hegotiable Instruments and CUredit Uperations.

V.- To directly make lomms and discounis, to grant advances
or open sxmgé: credits or by way of overdrafi, although
it can purchase and sell drafts and bills of exchange
in the open market, and make advances against titles

or securities of immediate realizable value, provided

the sdvances or items do not mature at more than 5

days sight. It can likewise make loans or advances

on shares of companies organized for the establishment

of new associate banks up to HUkh of the value of the
shares.
‘he g8y
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Decres smending the baw of 12th April 1333, refvrmatory of that
constituting the vancu de Hexico.

Article 1. - Fraction Al or art. lst of the Law ef 120h 4.ril 1932,
amending that of 25th Auimsta 19257 whigh created the Hanco de uéa xico,
is ed Lo road as lows
M the limited liability C (8.4.) constitated
ompliance with the disposition of ele Coenstitucio~
nal, the law of 2 925 shall be reorganized

accarding%ogu the foliowing busis:

L O B I B O IR B O I O O IR R R I A O O T R R O O A

il.~ It shall be an untramsierable fuculty of the Board of
administration, Lo resolve on all matters cuncerning the
emiesion and circu}.m ion ai currency, the f{ixing for L e rate
for rediscount; and the tion of the requieremenis which
rediscuuntabie’ pa ﬂtmul P w get the general limits of
rediscount vperations and of these esbhorized by article 18

of the law @ uﬂl &pril 1732 and the celebration of o

tions

which Jjointly or . ately, cumpromise the raspagghuig

on tan i t from its members snd in thie

ol one raun ar sueis more than 310,000.00. The Board
Kairi fﬁ“

terms

sel by m t.ha tiees that m@themea

sary for t;he et g fierent affairs of the Leciety.
in eve CaBe te & Hediscount Committee
‘&lu comsnittee tha fir of whieh will huve charge
a ap !‘eﬁscuuat transactions snd thome
menti n M’Hsla 18, and the secund to rule on matters

meit&tad Lhe mimy affairs of the sociely, with the
exception of the affuirs commended to ziaﬁimunt Lamittea.

ratif i

d iaim of both Committess bei
catl the Board. The wttse or m acunn{

be made up of 4 directors of Jeries "B and 1 of Jeries A
and the kxecutd b

we Committee, by 3 dirsctors of the Series "a".
drticle & of the Law of 12 April 1932 mentioned is amended

us Tollows:
W. ihe Benk shall only issue biils:

11.=

virtue of rediscount operstions effected witheasociate
8 with items paysble in Bationmal Currency.
exchange for gal in the purchase of first class
afte or bills pa {an ¢ at sight and drawn sbroud ar
t term awcce ces druwn st not more than nine
abroad and aisu of a First cless, all such at tha
prices or rates of exchange autiiorized b ihe Dosrd of
sdministration within the limits set by lhe Finance
Department.
Bills re-enlering the vault of the Department of Imission
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nt of rediscounted documents or in exchanze for
ga ﬁgrencws or cush, cannot again be placed in

S rculation without fuililling 1ling the requisites a8k for

the issuance of bills by this article.

Article 3. of Law of 12th April, 1932 is modified ss follows:

*irticle 3.~ In wll cases, the Sanco de dexico shall be
able to issue bills for an amount net exceeding double Lhe
cush holdings, deducting thnrai’rm the full amount in the
Same currency.

#) = The annew{ Heserve, |

b) - Begaaita whigh associale hamks should constitue
in complisznce «ith this law.

e} = Uf the which accordipg te the law should
be maintained Ly the Bank aB & reserve against
its sight or time dopuaits.

The Cash ﬂusdirm. after d the vaiue of the above
amiunis shall never be less than balf t}m valne of redilmn-
ted ducuments, and gnld and currencies w}uis tinn of
which proceeds Irom some of the sperat.iuns ssue of

bille gram by article 2, an lung as the former have net
been paid nor the latter suld.”

article 1U of the Law of 12th of april 1932 is additioned
in the fellewing berma:

= %he Banco de idexice, as regulator of the
culation, shall exercise besides the foumrim
rmtiana.
VIil.= To or sell draftes or bills of exchange avle
st sight :vtam drawn abroad. The Bancoe de amcﬁm«
equal priu. ghall have prefersnce over uny other oy
in the transucbions of sale of foreign currencies o
13::’“,1 £ iyi ith this di Li mx
t of cun ® 8 disposition -
giw rise, aceord P nga seriousness go to the
admindstrative appl caum by the Finance Uga.rtnmi af &
Rine up to $500.U0, or the cancellution of cuncession.”

irkicle §.» article 17 of the Law of 12th of april, 1 is
amended as follows: pril, 1332,

L.~ usediscount operations will bs subject to tie
ollowing terma.

- Unly itewms tu erder, i {mie in national currency
p:ncecdiag tam X _ ewmmial t.rmmtwn:

ra&iscuunt are ﬁlugi bla.
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1f. = the credit limitls which the ieard of administra=
tion fixes for rediscemnt operations with cach one
of the associule banks should be revised every
186 days ot leust, being subject Lo medilication
al any time, when Lhe Ulnancial situation
of the rediscount institutions and the
situation of forel currencies and oxchnnge
markets may demand it.

11l.~ Hefuctionary and mortgage credits are not
eligible i‘cg rediscount.

axtigle 6. = Fractions I amd IV of article U of the Law of

12th of April, 1932, are as follows:
. %he Dancy de Hexicu can &lsc efiect with

associate Banks, the following transaetions:

L B

R o I O N

1. = Allow to associate bunke simyle credits or by way of

V=

over draft against the security of titles, clmmercial

items and other mecurities. ihe value of the pl

shall Be in all eases 22Uk greater than the amcunt

of the ebligs » 8t least (206 margin) .

Q.ll'l"t*"‘,&"..C“'b.“l"l'.l!".‘.lll""l*
Hake wdvanees auainst eash bonds issued by associate
banks and the warehuuse regeigts issued by the
"s“m tienerales de Doplsilto.- alse assvciated -
and grent loans Or epen simple credils or overdrafts
againat the securily of the same pledsze.

dcticle 1o = Fraeti Iil and IV of article 22nd of the Law of

12th of ipril, 1932, ware amended as {ollows:

drticle 22. - The Bancu de Mexice can effect the banking
aperations that are compulible with its charucter as Geniral

Hank
-I;Id-

V.~

+ but it will ce forbidded to it:

‘Celabrate contracts for current accounts in the Lerms
- artieles 302 and subseguent of ihe General Law

of Hegotisble Instruments and CUredit Operations.

To directliy imke édmita and hgise-mga. to %f?nt. advances
or vpen aimple or or way of overdralt, althowsh
it can pux and sell dra-ftgyami bills of :axchaxge
in the o market, and make advances againet titles

or securities of immediate realizabiec value, provided
the aivances or nemdomtmtnnutmratﬁnﬁ
days sight. It can likewise sake loens or advances

un shures of companies organized fur the establishment
of new assvciate banks up to 505 of the value of the
shares. ‘
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Decree Mng the Law of 12th April 1933, rei‘omm of that conse
tituting the Banco de Mexico, _ _ _ _

mmwun XI or Art. let of the Law of 12th April H‘ |
nding t of 25th uet 1925 whioh created the Baneco de ca,
is amended to read as follows:

, {nund‘_ -~ The limited liability Qempany (8.A.) constituted .

n compliance with the dugotiuon of Article 28 Constitucio-
nel, as per the Law of 25th August " 11 be reorganized
according to the following basis!

il.,~ It shall be an uniransfezeble faculty of the Board of Ad-
ministration, to reeolve on matters cono the emiseion
and eireulation of currency; the fixing for the rate for redis=
count; and the determinat of the requirs te whieh redis-
countable paper should £i1l; to set the gemeral limits of

count operations and of these suthoriged Article 18 of the
I;ﬂ:‘:i' th Apﬂ!.‘lg).? s , the co:;hn.t c{hﬁ(gaﬂ;m which

o y or separately, compromise the r sponsi y of one ;
son or soclety for n&o than GO0, The Board of Admi :E
tration can appoint from among re and in the terms set
by the by-laws, the Committecs that might be necessary for the
attention of do fferent af airs of the Soeclety. In every ca-

e R
the rst o hie ve :
_ trangactions and thbummd‘n

and the s to on matters suscitated by the

b 8ecietly, with the exception of the affaire
t ﬁén; but the deeisions of voth
iecoun

' to ratification by the Noard.
“shall be made up of 4 directors
Series "A", and the Zxecutive Committes,

lyectors he @eries "av,

AztAgle 2.~ Artiele 2 of the Law of 12 April 1932 mentioned is smended
as follows: ,

- The n# shall only issue bills:
L. = By vi rediseount operations effected with assoeis
: with ftems pa in NHational ’

r
te &
il.- In | for Gold, the purchase of first 8 drafts
bille payable at sight and drawn abroad, or sgainst
agoeptances drawn at not more than ninety days
: ad and also of = firet class., all, suoh at the pri-
668 or rates of exchange authorized by the Board of Ade
dstration whkthin the limits set by the Finanse Depart
B

: 8 re-entering the veult of the Department of Emission
in payment of rediscounted documsnts or ina exchange for
gold ourrencies or cash, cannot again be plaged in cir-
culation without fulfilling the requisites set for the
iseuance of bille by this article.
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Axrticle 3.~ of Law of 12th of April, 1932 4is modified as follows:

"Article j.- In all easece, the Banco Hexieo ghall be able
to issue bille for am amount not exce double the cash
holdings, deducting therefrom the full amount in the same

sx - The Monstary Heserve.
b) -~ Deposites which associate bBenks should econstitute in
complianee with this law.
¢) = Of the amount which according to the Law should be
- maintained Ly the Bank as 2 resesve sgainst its sie
ght or time deposits. _

The Qash Holdings, after ¢ value of the above
amounts shall never be 1 w gmot redisgoun=
: % currencies, the sequisition of
which jrocecds from some of the opersgions of issue of bills
provided article 2,‘2 long as the former have not been

paid nor latter sold.¥

= Article 10 of the hew of 12th of Aprdl 1932 is addi-
ed in the follewing &l: - e

w- The Panco de Mexige, ss regulator of the mone=
“‘ circulation, shall exercise besides the following fune~
ons -

R AR R RN NS O N voﬁoootoo-a,a-n-tp\'otc-doon

ViI.- To buy or sell drafts or Pills of exchange able at
si or term drawn abroazd. The NBance de Mexico er equal
® preference @ver any other buyer in the tran-
;4 elgn currencies of Associate Banks.
_ ng with this dieposition shall give

rise, aecording to the seriousness of the ¢zes, to the ad-

trative application by the Finsnoce Department of a fine
up %@ $500,00; or the cangellation of the congession.”

ki 17 of the Law of 12th of April, 1932, is amen=
‘ | ows \

~ Redisoount operations will be subjest to the
owing terms. -

1.~ Only items to order, payable in natiomal currency pro-
eeeding from genuinély comeereisl tramsactioms or

Il.- The eredit limits which the Board of Aduinistration
ixes for redisecount operatioms with each one of the
assoeiale Lanke should be revised every 180 days at
least, being subjeet to modification =t any time, -
when the financial situation of the rediseounting fng
titution and the situation of foreign currencies and
exghange markete nay demand i,



. e

i

111.~ Refsction:ry and mortgage credits are aot aligible
for rediscount.

Artigle 6.~ Fractions II and IV of article 18/of the Law of 12th
: 01 April, 1932, are amended as Iaﬁ.mt

-~ The Benco de Mexice osn @lso effect with Asgo-

a , the following transactiomns:
GATABI RIS RERRAEBRERFINABEs e cRISMBBERIEVIRE B b2 s RR RN,
1.~ Allow t0 mssociate banks t& or by way of
over dreft t the s nhu. nnoroul
items and other securities. mu- of the pledge

uhﬂ.lhonnlmu W the amount of
the obligation, at { mg :

SHss s eIr BB B RTINS NS 'uoosc---—«oo-o-iciioanccoonoota

Iv.- Make advances ag cach bonds is-usd by associate
banks and the ‘receipts lssued the Alma-
cenes Generales de '

loans or opel &
he umitr of the m pledge.

- Fragtions and IV of - 22nd of the Law of 12th
u. 1932 avre uded as fo m:

" mmm_ gsn effect the mu{
opsrations compaiible h its character as Central
Bank, but 1t rhidded o it: _

o&octclnultlﬁroﬁooooc-",'§oota-uooas;io.to.ottooogg
111,~ Gelebrate pta for current agcounts in the
terms of 302 and subsequent of the
ral Law !agen-.m Instruments and Ore-
dit Operatione.

iIV.~ To directly meke loans snd discounts, to grm
advanges or open simple oredits or by way of
overdraft, although it can purchase and sell
g and bills of exchange in the open market,
‘make advsnces agsinet titles or seourities
of fumediste realizable value, provided the ad-
. vanoes or items do not mature at more than 5
. & sight. It o=sn likewise meke loans or ad-
ces on shares of compatiles orgsnized for the
establishment of new sssodhte banks up %o 50%
the value of the shares.

o I e
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Degree amending the Law of l2th April 1933, reformatoxy of thet cons-
tituting the Banco de MHexigo.

- Fragtion XI or Art. lst of the Law of 12¢h April
:‘ t of 25th t 1925 whioh oreated the Banco de co,
is ame dtorudufolm:

% The limited liability Ooamw 8.A.) come.ituted
n comp e with the m itions u&} 28 Gmums,o-
nel, as per the Law of 25 &5 1 be reorvanized
according to the following basis

(R NN QI‘...0..“4..‘l“....‘.'.!‘

Xl.= It shall be an untrans: faguliy the Board of Ade
ministration, to resolve on -itten co ng the emission
and duuhtloa of curre rate for redis-
count; and the determinati ot tba reqid whioh redis-
gountable papsr should fill; to set the gemeral limits of re
sount rasions and of those mtharmd by mioh 18 of the
Law of 12th April 1932, and L o1 rations which
Jointly or separately 3 ity of ome

son or socicty for wo , The Board of Admi
tration gan appoint nuac L members and in the terms nt
bythoby-lm&.‘ thntushthomnm:utho
attention of the for

‘af‘airs of the Soolety. In every ca=

u,thnmd ,dﬁc ﬁn«m ttnmu

“xecutive Coummittes | f v ﬂ\unkn.:.z:

dis NS oud u

pmudttee; but the decisions beth

ect to ratification h{

Artigle 2.~ Article 2 of the Law of 12 April 1932 mentiomed is smended
as taumz

ctions and those
amttt g alway:
.3!!:;: chall be made up of
0

wle on matters suscite
, with the exception th sftm-
s;or "A', and the Executive Qm!.'ctu,
by 3 tan of the Series "A",

- The ? shall ouy issue bills:
rediscount tions effected with uuﬂ;

with ftema pan & in National Ourr

I1.- mt for Gold, in tb purchase otﬁ.m e drafte
or bills payable at sim and drawn .o lmn't
term acoeptances drawn at not more than days
abroad and also of a first class., all such at the pri-
oes or rates of exchange authorized by the Board of Ade
inhmtian whthin the limite set by the Fimance Depaxt

lls re-entering the vault of the Depariment of :“mission

B payment of recisgounted doouments or in exchange tqp
cald ourrencies or oash, cannot aganin be p in ¢
culation without fulfilling the recuisites set for the
issuence of bills hy thts article.




“2- i)‘{} v

Axtigle 3.~ of Law of 12th of April, 1932 is modificd ae follows:
"Article 3+= In all gasee, the Banco de Eexico shall be able

to dssue bille for an amount not excecding @ the gash
holdings, deducting therefruom the full amount im the ssme
currency. ]
- The Monetary Reserve. ‘
b) - leposits sssociate banks should eonstitute in

complimnce with this lew,

¢) - 0f the amount which socording to the Law should be
waintained Ly the Bank as » resesve agningt its sie
ght or time deposits. 5 By

The Gash Holdings, after deducting the value of the above
amounts shall never be less the f the value of rediseoun~
ted documents, and gold a envies, the acquisition of
which hrocecds from some of the operstions eof issue of bille
provided by artiecle 2, 1: long ne the former have not been
paid nor latter sold,"" '

m%‘ Artigle 16 of the Law of 12th of April 1932 is addi~
| in the following temme:

- The Banco ds Mexigo, as regulstor of the mone-
| G} tion, =hall exercise besides the following fune-
tions: ‘
ﬁi!i.itt&;i&i'.iil..ll;‘it'_luiii.;i._l...i&i-blt.l.lii.‘il'
o= To sell drafte or Bills exchange payable at
8. or torm d abro he “anco de Mexico under equal
price, shail have erence @ver any other buyer in the tran-

£ noeies of Assoeiate Banks,
of comyp th this disposition shall give
ser 85 of the ease, to the ad-
Fative applioation by the Finance Depsyiment of & fine
200,00, or the cancellation of the concession.”

up to
- igle 17 of the Law of 12¢%h of April, 19 is amene
‘Mﬁ.ﬁl.. w%- :7 . » 1932,

m‘?m.ﬁﬂlﬂ operations uil be subjeot to the
following terms, | -

I,- m order, payable in national currency pro-
e Arom genuinely commercial tranesctions or
' il & Nabd (A0N and i Lovielol Ilm a

Il.= The oredit limits which the Board of Administration
for rediscount operations with esdch one of the
2ssociaie Lanks should be revised every 180 days at
least, being subject o modification :{ may time, -
when the finaneial situntion of the redisoounting &
titution and the situation of foreign ocurrencies
exchange marketes may demand it.



.3¢ . £ h?ﬁb

1I1.= Refagtion=ry and mortgage credits are not eligible
for rediscount.

Axtiels 6.~ Fractions 11 and IV of ariicle 18 h- Law of 12%h
of Apxil, 1932, are amended as fol

%- The Baneo de Mexico omm effest with Aeso-
elate § , the following transact i
T T L R T s R R R R .oosyalto’OOOQOli~00}Ot.o-oc.

1I.= Allow to associzte banks
over draft inot the
items sad securities.
shell be in -.u ounes
the obligation, at

CrssabEBIIIBRE RN .OOl0*!'.00!0'00"!‘!0!0000!lbnt

IV.~ Meke advances | oas’h bonds dsoued \w ngsoginte
; the Alme-
tlh.- o “s«u ad - and

’ﬂuotmmotuth

,  gen effeet the hln’
Btib its character as Csniral
be disd it:
[EEEEERER RS & PR R TI R E R R R R R R R
I1X.= m;ﬁ tm#m current asggoumts in the
_ syms of artigles 302 and subsequent of the
Law gotisble Imstruments and Ore-
dit Operatsione.

Ive= T mum-m and disgounts, ugrm
norogn sluple credits or by way of
slthough it can purchase and sell
m-n&hm-u in the open market,
asdvances againet titles or seourities
diate realizable value, provided the ad-
uttmdﬂmtumo n-mms
atght. It ¢sn likewise make |
u on shares m&ﬂht orgsnized fo:
nubnahunt of m sgsodate banks up to §
ot m n.lu oc‘ the nm

EO! m' Farticls 18°
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necree asending the Lew of 12th Apxil 1933, rezmam of thet conse
tituting the Banco de Mexico.

- Freotion XI or Art. lst of the Law of 12¢h mﬂ&
% of 25%h August 1925 which created the Banco de
ir mam:l to resd as follo

« The limited 1liability cm constituted

oomyp ¢ with the dis tdons ﬂ amumao-
m,npozml.motzsi An?s
 according to the following basis:

S FP A EBRABER AN PEEN Olilllcn6.-'OQOOitn'.!.g..-otl‘l'OOOOQOQQCl

XI.- It shall be an untransie f£aculty of the Board of Ade-
tion, to resolve on , mattars wuﬂ the emiseion
Lmetmuy tumtcrﬂ!:.‘::; redis-

j nmy th wmtﬁ co%;:rau A'hiﬂgt:g“

o or separa rﬂa& one r

son or society for 3 m 000,00, Board of 3&

tration can nwom : m 'ﬁl and in the terms sed

by the by-l ttevs that be necesasary for the

attention n ol e ot e e B eviry Ca=
the RBoard : 2 Rediscount ttee aM an :

Executive Coumittes, the first of will havs m 55 E

m

gonarets rec unt 1 ‘ ptions and those

with the tion of the ;mm

: } but the sions of both

L ye \ to ratification by the Board.

unt shall be mads up of % directors
ot ﬁum "% and the EZxecutive Goumittee,

hy 3 Mtcn the Seriea "A".

Aptdele 2.~ Artiele 2 of the Law of 12 April 1932 mentioned is amended
ag follows:

, = The Bank shall only issue billei
3 of rediscount operations effected with assoelg

 banks vith items paya ul Nutional a\vr-m{“ |
n & nge for Gold, im the purchase otﬁut ¢claae m
‘bille payable at sight and drawn abroad, oF

mstmmnmtmntmunz
nwmaudatuatem-,.mmoha the pri-
cos or rates of exchange authorized by the Board of Ade
naietration whthin the limits set by the Finance Depagt

1s re-en thovmltotthonopcwndm“m‘
in payment of mmwumta
gold currencies or cash, cannot sguin be placed in oir-
mhuon ithous fulfilling the requisites set for the
jssuance of billes by this article.
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Axiicle 3.~ oi Law of 12th of April, 1932 is moddfied ae follows:

"Azticle .~ In all gasee, the Banco de Mex400 shall be able
to dssus bille for an amount not excee the gash

Boldings, deduoting therefrom the fuly mrSus in the snme
m

lonet Reserve.
- mpout- :&:h a.:miﬁ: bepks should eonstitute in
e) -otthu&mt&ﬂmﬁqummtﬁtnb:”
uaintaine Bank o ””‘ sgaing g8
ght or :mb:cpntn.

The Cash mmm

mn of ithe above
amounts shall mcr

of radiseoun-
ted doouments, m gvm mua sition of
which hrocevds iosuec of bille
pmtm mm. a xac as the have not been
pald nor latter o

in the following temma:
~ The Banco de l«iﬁgnn@n&m of the mono-

%wmmo: tg-o:mhuizpwun}aza addi-

t:” _ tiom, ahan exeroise besides tha following func-

ons i

Al R T Y S R S AR R RN AR R S R

Vili.= To by _nn dx: payable st
oF torm ¢ b fance de Mexigo wader agusl

P .mnm\ : ewwthxmlnthtxm-

mum

4 “ eriousness of the ¢ase, to the ad=
1mmtton ‘br the Finance De m of a fine
50 .00, or the cengellation of the congession,”

mﬁ" m}? of the Law of 12¢h of April, 1932, is amene

p W Redisoount operstions will be subjeot to the
&

m..

mly dtems to order, payaule in metdonsl currency proe
¢ % pm : p':mmu transsotions or ¢

Py W ) 1 LA GE ROV E R :V?. "‘mm 7

axe uu@am. "

Ile= orodit limite which the Board of Adminietration
zes for rediseount opsrations with esch one of the

associate Lanks should be revised 180 deys a:i
h‘“h\o being subject to wodification st any time,

financial situation of the umu
titution and the situstion of foreign mses
exchange markets may demand it,
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111.~ Refaotionary and mortgege oredits ave mot eligible
for rediscount, ’

Axtiole 6.~ Fractions II and IV of article 18 the W f 12¢h
| of Apxil, 1932, are mmended as tolﬁn! ;

M - The Bango de Mexico cwm effect with Asso~
te s, the following transac :
bill!lfcitlccboooc-tocti---:o EE s i T s e R R R

Il.« Allow %0 associste banks te or by way of
over draft ageinat the ® | titlos, commercial
items and ot securitien. raiue of the pledge

“than the amount of

shell be in all onses : n har
the obligation, at w 4;;1"_'6
AR R R R R R R

* FEIESE AP LN ERBEPEIRE TN RARSRIRBN e
IV.~ Make advenges sgaimst oash bonds fssued by associate

panks snd the wareliouse receipte issusd by he Almas
cenes Oenerales "u-éstta.- Mo associatad - snd
loans or o ple orediys or overdrafts ;

he security of the plodgs.
mm{,-nutammmxv«w, ¢ 22nd of the Law of 12th
pril, 1932 aye umended ns follows: | :

'm‘auqap.ﬂu Bange de HMexico csn effect the ban
gperations % are gcompuiible :uh its charaster ::‘;gnl
Bank, Wt 4% be forvidied to it ‘

T I R R R R R R R R R A R A
I1E.» shmr ipagts for current secounts in the
" 83U8 O N leg 302 and subsequent of the
yersl Low of Megoticble Instrumente and Cre-
448 Operations.

IV.= To directly wmake loens snd discounts, to grant
advenpss oFf open simple oredits erhim of
v aft, sithough it oan purchase and sell
afts snd bills of exebznge in the opem market,
4 make advences sgainst titles or seowrities
mu reslizable value, provided the ad-
or iteme do mot mature st more tham 5 .
jays 24ght. It osm likewiee make lonns OF Ad-
ge on shares of compaiiies organized Loy Q;i«

IR R R R A A R AR

enteblishuent of new assodete banks up 0
vumm. wh

Se kAT EL
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