Federal Mi;iistry Reconciled

PLAN FOR CONVERSION
: OF LOANS

Vital Conference Goes On

DAY SPENT IN DISCUSSING
INTEREST REDUCTION

‘Rate of 4

per cent. Suggested

Melbourne, May 27.

It was made clear at the meeting of Premiers today that the
Federal Ministry is now reconciled to the proposal of the com-
mittee of economists that pensions of all kinds =and bonuses
should be reduced. The only point is whether the rate should
not be somewhat less than that proposed by the committee.

Nearly the whole of the time of the conference was occupied 1n a
discussion of a report which was submitted by the committee of
Undeér Treasurers suggesting the terms on which the conver-
sion of the internal debt might be conducted. The Under Trea-
surers recommended a reduction of 22145 per cent. in the in-
ternal interest bill. A rate of 4 per cent. as the interest for
converted stock was suggested.

The proposed 2215 per cent. cut in interest will save £6,500,000,
and will reduce the average rafte to £4 0/9 per cent. A
big advantage of the conversion will be that Governments
*will be relieved for many vears of the shadow of infernal
loans falling due.

It 1s understood that special provision is contemplated for over-
seas money invested in Australia in short-term loans because
of the exchange. They will share in the general reduction, but
will not be included in a long-term conversion.

There was keen debate on the manner in which tax-free loans
should be dealt with. A gréat many of these bonds are held
by the public, and are guaranteed free of income tax. There

“~  was certain objection to the suggestion by the Prime Minister

' (Mr. Seullin) and the Federal Treasurer (Mr. Theodore) that
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~ An anteresting discussion took place on the means of lessenin
g %am of e;ehangg on interest payments in London. Deleg-
 gates took the view that London should not be approached on
this subject until the whole economy plan was put into opera-

tion. The discussion on the Under T g
been concluded. reasurers” report has

In an official statement made after.on
the adjournment for the day, Mr. Scul- .151h+r:lrt;rii{:lill 1%1; tgﬁmilnterest
lin said that the conference had had|DNeWw stock and subjected to
a long and detailed discussion on the iea%e;fd““ti?“ of
report of the sub-committee of Under- Withmregé.rd to
Treasurers on the whole conversion loan | held by the
End its mazg i;amincatduns had been FETI?;P tll'f -‘-'-2.1{
closely serut d. e conierence to decide
The spirit of the conference was very ggt hﬁ}gei_sedmuld be invited
good, and all were doing their best to|form of cnmpfﬂs{ilgﬁ
devise an equitable scheme. Mr. Scul-| ted.
lin added that the basis of the whole| ,"If compulsion be
plan for financial rehabilitation was Et;téd t%ihai repinrt, “the committee
equality of sacrifice by all sections of Eiuued sub,i’éﬁ 2
the community. It almed at imme- !
diate reduction of Commonwealth and
State deficits to the controllable amount
of £13,000,000 or £14,000,000 by the end
of the next financial year.
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LONDONS OPINION |

Proposals Will Restore
Credit Overseas

CONFIDENCE  BEFORE
CASH

LONDON, May 27.
In London, the experts’ scheme
has been received as one that will
help to rehabilitate Australian
credit, and it is thought that its
effect will be reflected in the prices
of securities, and favorably assist

any funding proposals,

The ‘“Morning Post” says it is still
not clear whether the conversion loan
will be voluntary or compulsory. but
city opinion is that it will be volun-
tary, as the committee has stressed the
necessity of avoiding a breach of con-
tract, which might stimulate the flight
of capital.

Likening the condition of Australian
finances to that of Mother Hubbard's
cupboard, the “Financial News'" says
that the experts' proposals are most
important and more directly addressed
to the essential facts of the situation
than any yet advanced. ‘The position
1s getting desperate, and the present
need is cash.

“There is no doubt that that need will
be met when confidence is restored,” it
adds. “Austiralia now apparently
faces the necessily for large cutsinex-
penditure. This alone is the condi-
tion for the restoration of confidence.”

Gamble in Bonds

The news that it is proposed to re-
duce interest on Australian loans has
caused some apprehension among in-
vestors, but prices on the Stock Ex-
change so far have been little affected,
although a few have ©been slightly
marked down. Even when the
market was ab its lowest, there
were investors who  were pre-
pared to indulge In a gamble
on the conviction that there would be
no default.

One man last week bought £20,000
New South Wales stock on

L]

1ased a great amount of

at £40, on which he will get a dividend
return of 9 per cent., plus 15 '
bonus on redemntiun.p N IR

BANKERS APPROVE AN
INTEREST REDUCTION

Part of General Economy
Plan

man of the Commonwealth Bank Board

(Sir Robert Gibson), the Governor of |

the Commonwealth Bank (Mr

Riddle), the Su tendent 'urE'tl?é
Bank of Australm. G. D. Healv)
representing the Assoclated Tra oo
Bankers of Victoria, and the manacer

| ~r | sald stateme
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20 PER CENT CUT

How It Affects This State
TALK WITH PREMIFR
: el

The prolonged financia] disens
sions In Melbourne will not afrect
the immediate plans for the ses-
sion of the State Parliament to be
l resumed next Tuesday,

The Fremier (Mr. Hill) said Jast
night, in a telephone conversa
it was  doubirul wbetggrn he %ﬂﬂﬁ

able to ret n attend
earlier p ﬁﬁ t%: othar \I%f—
isters would carry on. He had been

in communication with them and &
would De necessary for Parllament to
remain in session to deal quickly with
any emsrgency legislation arising from
the Premiers' Conference.

Equality of Sacrifice

“At ‘the moment,” Mr. Hill added. "1
cannot %whm I will return to Ade-
laide. re is a tremendous amount
of work to be done. When the Pre-
miers’ Conference has concluded, the
Loan Council will have to meet a.%u:
to consider important matters.
overseas position has to be dealt with,
and detalls of the proposed £12,000,000
loan settled.”

The Premiers’ Conference, he said
was proceeding on the lines of equa-
ity of sacrifice by the whole com-
munity in order to place the budgetary
position of the Australian Governments
on & manageable basis,

Reduction in Privale Interest

The leader of the Opposition (Mr,
Butler) said yesterday that every-
thing would be done by his pariy to
facilitate the promp! consideration of
any Bills associated with the new 1i-
nancial plan.

The Attorney-General (Mr. Dennﬂi}l
when questioned on this matter,
that Federal and State legislation
would be necessary to give consiitu-
E{lnnal effect (o the action taken by
the Premiers., That was one reason
why the Crown Soliclior (Mr. Han-
nan) had gone fo Melbourns to ocon-
fﬁg b g:]ra H v m%ﬂon wmﬂ
phase of Mr., Hannan's _
admﬁur Hill re the Dbest
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Data for Cuts
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No {ls of how the 20 per cen.
cul inﬁeet:?penditure will be applied Iiﬂ
South Australia will be available “§
some time. ‘The Premier (Mr. Hjﬂ
when questioned by telephone in Mel-

bourna Jast night on this aspect of the
plan, gaid the pro had not ad-
vanceq sufficlently to state what step
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- Overseas Investments Here

The conference had agreed, he said,
“that in the proposed conversion loan
- special provision should be made to
~meet the position of overseas trade
. money, which had accumulated in Aus-
ﬂﬁha because of exchange position,
nd which had been invested in short-
ament securities. This
scessary because the money was only
temporarily invested, and long term
conversion would not provide a suit-
able investment.

Mr. Scullin added that this matter
had been referred to the sub-commit-
tee of Under Treasurers to prepare a
report.

he legal committee, to assist which
crown law officers from other States
were on their way to Melbourne, was
drafting the necessary legislation to
enable Commonwealth and State Gov-
ei'nments to give effect to the whole
plan.

The committee could make little
headway, however, until the conference
had made further decisions.

In addition to Ministerial delegates
at the conference, there were present
the Acting Commonwealth Statistician
(Professor L. F. Giblin), the Assistant
Secretary of the Commonwealth Trea-
sury (Mr., Sheehan), and Professor
Melville, who are acting in an advisory
capacity.

Reductions in Pensions

It was made clear that the Federal
Ministry, despite the opposition it has
previously expressed to such a step,
is reconciled to the proposals of the
economists that pensions of all kinds
and bonuses should be included in the
reductions to be made in Government
expenditure.

The Prime Minister (Mr. Scullin) an-
nounced that he was prepared to give
eflect to a general reduction in ex-
penditure in accordance with the re-
-commendation of the economic experts.

This announcement is likely to faci-
litate the work of the conference. At
present, pensions and bonuses paid by
: _ Commonweslth treasu exceed

000,000 a year, or more one-

5 ".'I'h& rﬁi:f;é's'fnta:tlves l:}? the Federal
[ o5 Wi, _
~ Ministry now recognise that these pay-

T

—

- ments represent so large a part of the
total expenditure that, to exempt them
Irom the general reduction, would im-
poseé a crushing reduction on the re-
maining items of expenditure,

It is probable, however, that Mr. Scul.
lin and Mr. Theodore will endeavor
to apply a smaller reduction than that
proposed by the economists on expen-
diture on pensions. It is believed that
the suggested pension reduction will be
opposeéd by a section of the Federal
Labor Party, but delegates at the con-
ference feel confident that this opposi-
tion ‘will be tempered by the adoption
of the proposal to make a general re-
duction in interest rates.

Overseas Trade Moneys

An important matter raised in the
Investigatjon ‘Into the conversion pro-
was the 'position of overseas

rade moneys which, owing to the ex-
change. position, could not be taken
- out of Australia, and which had, there-
fore, been temvorarily invested » in
. Short-term securities. ‘The Emnosa:l to
~ convert the whole of the in ddagt
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sion scheme, or whether short-dated
securities are to be issued: ﬂ.nd,‘ fur-
ther, whether the rate of ' inicrest
shgeulﬂ be 4 per cent. or some higher
rate.

The committee suggested that the
conference should consider bringing

into the general scheme of conversion

Securities o municipalities and  local

Nt .-‘.'.:ll.."-'a.- ; F"”"T'”-'.._,-.l .
Conversion Proposals

Subject tc the decision of confer-

¢nce on the points referred to, the

commitiee proposed a scheme on the

following lines:—

1.—Al] existing securities to be con-
verted into a common stock of 4
per cent., having 40 years currency
with the option to the Government
of redemption after ten years. The
cocmmittee suggested that the carliest
date of redempfion might be fifteen
years,

2—All securities to be subject to the
22% per cent. reduction in interest
yield,

3.—Interest on the new securities to be
iree from the present Commonwealth
super tax of 74 per cent.. and from
future taxation, but to be subject to
other existing taxes.

4—That a flat rate tax of 25 per
cent., additional to existing taxes on
property income, be imposed, at the
source cn. interest, on Common-
wealth and State loans, such addi-
tional tax not to apply to the in-
terest on securities converted  into
the new 4 I)Er cent, loan or to such
other securities as may be exempted.

0.—The equivalent amount of new
stock to be determined by actuarial
valuation on the basis of money being
worth 4 per cent.

6.—Securities which yvield more than 4
per cent. after the interest rate has
been cuf 22% per cent. to receive a
premium in the new bonds equal to
the present value of the excess over
4 per cent. from the date of conver-

sion up to the maturity date of the
existing stock.

T.—Securities which similarly vield less

than 4 per cent. to be discounted on
a similar basis.

To Make Sacrifice General

L

| it be at

| funded, as part of the general conver-| A. C. Davidson), representing the itrad=

ing bankers, whose headquarters are
In Sydney. !
Th}-;.- regresentatlves of the trading
banks agreed to place the proposal be-
fore the m?napéimtsé:;ts of the banks in
the respective States.
Mr. Davidson left for Sydney tonight
gndk intetr‘l)ds to Etfie the other Sydney
ankers urge the acceptan:
proposal, ‘un"tﬁ%-mndlﬁbn-- at it forms
art of the general economy plan out-
ﬁ.ned before the Premiers’ Conference,
A meeting attended by representatives
of all the principal banks, whose head-
quarters are in Melbourne, as well as
some of the others which have branches
in Victoria, was held today. The pro-
posal for the reduction in interest rates
was favorably received, conditionally on
the general plan being brought into
operation.

PENSION REDUCTION

Comparison With Cost
of Living

“The reason for the proposed re-
duction of 20 per cent. in Federal
pensions,” said the Government

Statisticlan (Mr. Johnston) vesterday,
“is probably to be found in the fact
that 17/10 today will purchase as
much as 21/1 would 18 months ago.”
Mr, Johnston, who was quoting from
the March quarterly summary of
statistics issued by the Commonwealth
Bureau of Census and Statistics,
pointed out that the weighted average
of the retail price index-numbers for
the six capital cities for 1929 was 1,044.
whereas for the first quarter of this
year it was 893. The average retail
price of food, groceries, and housing
for the third and fourth quarters of
1929 was 21/1, whereas for the first
quarter of this year it was 17/10.
Since old-age and invalid pensions
were introduced on July 1, 1909, they
have been raised from 10/ a week to
£1 a week in four instalments. The

pension “shall not exceed the rate of
£26 per annum in any event, nor shall
such a rate as will make the

Much of the discussion today was
| on the report of the Under Trea-
surers, but nothi- g was agreed upon.

So much attaches to most of the re-
commendations that the discussions
may extend for some days before me-

th putiing them into effect are

ods of
devised.

Consideration was given to the method
ol reducing interest charges on Gov-
ernment loans, and deciding  how
holders who may refuse to make volun-
tary reductions can be brought into
line to make the sacrifice general. This
class is not expected to be large, be-
cause Insurance companies, savings
banks and trading banks hold
£219,000,000 of the securities, and other
very large amounts are held by finan-
cial and trading organisations, which,
it 1s thought, will readily agree to join
in the conversion.

A legal committee, with the Attornev-
General of Western Australia (M.
Davey) as chairman, is engaged look-
inT into the question of what legislation
will be necessary to carry the plan into
effect. Some time will be required be-
&;g rit. cqnurumish a, Hngportg _Eg

or uniform legislation
sented to all Parliaments.

Holders of Tax-Free Loans

The position of halders of tax-free
< caused a keen ent. -'
A e thﬁﬁm'!u_{l;:m... |

hy those who held low

pensioner’s income, together with the
pension, exceed £52 per annum.”
1916 that section of
£20, and £50. 1oo pinaa
, an / 1or £52, 'The original
Act also provided that if a nensigf}ﬁer
was in receipt of board or lodging, that
should be counted as income fo the
E extent of five shillings a week. This
| was increased in 1918 to 7/6 a week.
' In 1919 the pension was raised to £39

- PEr annum, and the maxi
The esli-

the Act was

| allowable to £65
mated value of
raised to :
was again increased in 19
pPer annmum, and the maximum allow-
able to £78 per annum. Finally, in

1925, the pension was increased to £52
PEr annum, and the maxim

oard a

The pension
23 to £45 10/

um amount
allowable to £84 10/. The weighted
gﬁrage of retail prices for the capital

es when the last two inc
made was 19/9 i 2

1925, For the
year it was 17/10.

SOLDIERS’ POSITION
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te?'gsﬁt.’g tha.tl ,%En ufl:ut would be
roximately £ ,000.
Hpﬁr;*;Butler {)OHIt&d out yesterday thgf
a reduction of 221 per cent. Was ra.lﬁ'a @
sedi in connection with Aust -
PI:? Jover 4 per o timt%h fﬁ?ﬁt
Australia e
B?nagtwei%utgsmm and £400,000. De-
- £268'000,000 reduction In expen-
Efnu%‘mm.nuo.uun would be left
to be carried by the States. On the
usual basis that would mean South
Australia’s share would be approxi-
mately £1,700,000. Allow or a
saving of, say, £400,000 through reduced
interest, this State would have to cutl
expenditure by about £1,300,000.

Effect on Wages and Salaries

On the Premier's statement, approxi-
mately 30 per cent. of South Aus-
tralia’s expenditure is represented by
salaries and wages. The lotal expen-
diture in 1929-30—the basis the ex-
perts are using in their calculations—
was £12,176,840. Mr. Butler sald of
that amount about £4,000,000 woulc
have been absorhed in wages ang
salaries, and a 20 per cent. reduction
would mean £800,000. Another in
teresting fact was that of the States:
debt of £92,000,000, the Governmeni
had made loans and advances to in-
stitutions and individuals amounting
to £23818,671, which, under the new
financial arrangement would have U
be cut by 1 per cent. I was pro-
vided that such loans should pay tht
rate of interest which the Governmen
paid, plus a certain amount for ad:
ministrative expenses.

RESEMBLES NIEMEYER
AGREEMENT

P

Labor Factions Nonplussed

; Sydney, May 27.
Officials of the two warring Labo
factions in New South Wales are non
' ments at th

phungﬁ,hr'the -develop
Prer ! Conferernice,

The Federal Treasurer (Mr. Theo
dore) and the Premier (Mr. Lang) wer
apparently in agreement on the nee

or reduction of costs. and the official
are now not sure whether there is any
thing left to fight about.

Many consider that the plan adopte
is little different from the so-calle
Niemeyer agreement,

Queensland Has Alread
Economised Greatly

Brisbane, May 2T7.

Although no official statement h
been made on the subject, it is gene:
ally understood that the econom
measures taken by the Queenslan
Government in the past year or tw
represent an amount reaching well f«¢
wards the 20 per cent. cut in expend
ture proposed in the plan of the econc
mic experts and adopted by the Pre
miers in Melbourne.

The Treasurer (Mr. Barnes) slate
a few months ago that salaries an
wages expenditure in Government sel
at leal
financi;
to b
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Undor Treasurers’ Plan

The report of the commitiece
Onder Tr

#he conference when the delegates as-
sembled this morning.

The report stated that the debt in
Australia, .inclusive of Treasury bills,

- Issued in Jume 30 last, is now about

N

£556,000,0098: the: annwal interest bill
is £29.000,000, and the average interes:
rate £5 4/, B
- New: Stock at 4 per cent.
The committes outlined the scheme

~of conversion embodying the {follow-

{Ig New stock to be 4 per cent.

(2) Reduction to be applied to all se-
~curitles, subject to cerfain reserva-
‘tlon as reparde tax-tree securities
and interminable stock.;
Tax-{ree sectirities include £45,000,000

" held by semi-governmental bodies and

| ties held by semi-

£45.000,000 held by the public,
The committee sugpested that securi-
emme@l boc!ies_z_,

of
easurers on the question of
reducing interest rates on Government
bonds in Australia was submitted to

| Al SUpPPolLica Mr, lneoqore, _

It was said that the principal holders
of tax-free bonds were those who al-
ready had a large income and took up
this class of security to keep down the
rate of their income taxation.

The Premier of Western Australia
(Sir James Mitchell) and the Premier
of Victoria (Mr, Hogan) put the case
for the bondholders.

Mr. Grant (Tasmania) said he knew
of bondholders in his State whose in-
come had been so reduced, through
taxation and other causes, that they
were comparatively poor.

Mr, Lang remarked thdt that was the
worst of living in Tasmania.

Mr, Grant, faking the remarks seri-
ously, explained that Tasmania was
under particular financial disabilities.

Mr. Lang—I meant, because it was
E:& nature of the Ministers in office

ere.

The argument over the bondholders
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terfered with. If a reduction in such
payments were ultimately fourd to bE
inevitable, the league considered that it
should be consulted as to the manner }‘n
which the necessary economies should
be made. For instance, returned men
did not consider that a general, a

was ab times bitter.

ound cut was the fairest method of
Zigec?ing the desired 10 or 20 per cent.
reduction in the cost of soldiers’ pel-
sions, Such a method would catl!;e
many anomalies and inflict much harc-

the
11 | amounted to 36 1-3rd

The Attorney-General (Mr, Denny)
said yesterday:—“Mr. Lang definitel
stated to the Premiers' Conference. that
the reiggntlun in the wages of railway
ccobs I 1 S, oS
[ unem :
n o 3 : is.scfnth That
'as 8 most notable a on, 8s was
fﬁ'ﬁ Héﬁmmnnwealth Statistician’s re-
mark fo Mr. Lang—Your wages were
reduced, but your salaries were not.
This has not happened in South Aus-
tralia, 85 the object is to reduce those

hin, especially in the case of widows
E:'md per?'nanent‘ly disabled men.

in higher paid positions.”




