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there being Consul-Genere.L Mr. Gottschslk has eeen e, good 
desl of South Americe, snd ita trsde, snd thie experience, 
combinad with hie grest natural ehrewdneee snd scumen, 
rendare him very fit to fulfil the importsnt poeition which he 
now occupiee. Apsrt from thie, however, Mr. Gottschslk has 
set.ad se one of the New York Heral.d's Specisl Correepondente 
in vsrioue parte of the world, thue gsining a unique smount 
of foreign experience. He is very much esteemed in Mexico 
City, snd out of it. 

The Germsn Coneul, Dr. F. C. Rieloff, is the firet to be 
sppointed under the remunerativa eyetem, snd bis sppoint
ment is due to the new sggreeeive Germsn Colonial policy 
initisted by the Minieter of the Colonias, Herr Demburg. 
Dr. Rieloff has eecured sbout the fineet consular offices in 
Mexico City, st 18 Zulets, but hie officisl reeidence is st 
Sd. Denmsrk, No. 420. 

The American Consular Body in Mexico is sltogether sn 
e,ble one. Besides the Consul-General, Mr. Alfred M. L. 
Gottschslk, the U.S. poseeee in Mr. George H. Murphy e, 
very active snd zesloue officisl, enjoying the title of Consul
at-Lsrge. He is one of the five American coneule who e.re 
membere of e, depsrtment of the consular service brought into 
being with tbe beginning of this year. These consola per
form tbe duties of inspectora of consulstee, snd they report 
direct to tbe Depsrtment of Stste. They cover the whole 
world, esch being sseigned e, specisl territory for the perform
ance of his duty. The specisl field aesigned to Mr. Murphy 
is North Americe., which, of couree, includes Mexico. 

Consul-General Hsnna, who is locsted at Monterey, in the 
Stste of Nueva Leon, is yet snother keen, ehrewd snd enter
prising representativa of the U.S.A. General Hanna has 
severa! vice-consule under him, and his field is an exceptionally 
wide one. 

CHAPTER XVI 

Na.tional fina.nce-Budget estima.tes-Completeness of Government 
figures-Moneta.ry reform-His~ry of Foreign Debt-Na.tiona.I Debt 
a.ppropria.tions-Reproduotive expenditure-Cha.ra.oter of bonds
Rela.tions with foreign ba.nking-houses-Amortisa.tion provision
Gra.dua.I oa.ncella.tion of publio seourities-Ta.ble showing Mexioa.n 
Government a.nd Sta.te Govemment loa.ns, interest pa.id, da.tes of 
pa.yment a.nd redemption. 

IT has .been e, fruitful source of com1;>laint smong foreign 
investors in Spanieh-American countr Je thst the annusl 
Budget-sccounte are invariably from two to three, snd some
times four, yesrs in arrear. Theee critica do not slwsye te.ka 
into considerstion the fe.et that the countries referred to are, for 
the most part, but poorly eupplied with the mee.ne of intemsl 
communicstion, a.part from the fe.et thst Spsnish-Americsns 
are not in the he,bit of hurrying themeelvee even on their 
sccount, and are lees inclinad to do so in relation to their 
foreign creditore. 

Thie reproach, however, csnnot be applied to Mexico. The 
sccounts, for inste.nea, to June 80th, 1905, and the Budget for 
the year to 1906-1907, were both presentad to Congreee in 
December of 1905, snd the Budget for 1907-1908 is very 
up-to-date. There wse no undue dele.y in completing the 
sccounte for the whole of the Republic, bearing in mind the 
phyeical characteristice and in eome dietricte etill mesgre 
mee.ns of communicstion. 

The accounts in question show how exceedingly eta.ble is 
the fina.ncial condition of Mexico. The recent currency 
reform is mainly reeponeible for this encouraging ate.te of 
affaire. The a.ble handling of the country'e finsncee by Señor 
J. Y. Limantour is aleo a very great factor. Many hot 
debates in financial circlee took place when thie monetary 
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reform wa.s first mooted, but Señor Lima.ntour, the a.stute 
Finance Minister, a.dbered strictly to bis original ideas, a.nd 
has lived to see them carried out to tbe most successful issue. 
The minor inconveniences whioh the cha.nge of monetary 
system occa.sioned proved to be very ama.U comparad with the 
immense benefits which tbey brought in their tra.in. The 
fortuna.te rise in the va.lue of silver also ha.d ita effect, and 
a.bridged the difference between the ma.rket va.lue of the white 
metal currency and the interna.tiona.l value fixed by the 
monetary law. The fea.r tha.t the new system might result in 
a complete or partial paralysa.tion of the na.tional industries, 
proved entirely unfounded. Import duties now constitute 
nea.rly 45 per cent. of the Mexican revenue, the proportion 
having risen ma.teria.lly since the revision devisad to shelter 
nativa producers from the intensified competition of foreign 
goods which enterad the Republic more freely with a. ata.ble 
excha.nge. 

A further object achieved by tbe new tariff has been to foster 
the importation of a.rticles which were formerly excluded by the 
excessive duties. It is a.bunda.ntly olear tha.t tbe increa.sed 
arrivals of such goods balance to a. very great extent the 
diminution in importe on which duties ha.ve been enlarged 
with protective objects. The total volume of inward tra.de has 
remained practically unaffected. A decrease in the estimated 
produce of the modified taxes levied on mining properties has 
been leas in proportion than the reduction in tbe rata, beca.use 
the Fina.nea Minister calculated-a.nd calculated correctly
tha.t an a.rea. largar by 15 per cent. would contribute. And 
this has been the case. 

I ha.ve previously referred to the beneficia! effect which the 
currency reform introduced by the Mexican Government 
towa.rds the end of 1904, and which beca.me law in Ma.y 1905, 
has had upon tbe commercial prosperity of the country ; but 
I fea.r tha.t there are a. grea.t ma.ny who do not quite a.ppreciate 
or underetand what this reform really amounted to. The Bill 
for the Reform of the Currency Laws provided tha.t the dollar 
(péso) will in futura contain 24·4888 gra.mmee of fine eilver 
and 2·6842 gra.mmes of copper, equiva.lent to 75 centigra.mmee 
of fine gold. With the ratio thus legally established, a.nd the 
silver coinage protected aga.inst the fluctua.tions of silver bullion, 
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Mexico has a. currency eystem which is the best that is prac
ticable under present circumstancee. It wae impossible for 
her to adopt the gold standard in ita fullnese, as it existe in 
this country, for instance. Nevertheless, Mexico is, for a.U 
pracUcal purposes, on a. gold-basis, beca.use there is now a 
fixed ratio guaranteed by law between her silver currency and 
gold. The coina.ge and iseue of money are reservad to the 
Govemment, and the new law a.uthorisee the Government to 
prevent or impose a. tax on the importation of Mexica.n dollars. 
Under the old system, whenever silver rose a.hove the legal 
parity, i.e. when the silver in the eilver péso ca.me to be w?rth 
more tha.n 7 5 centigrammes of pure gold, a stream of Mex1can 
pésos left the country. By mea.ne of the new arrangement 
gold is coined, and entere more and more freely into circul~
tion. The reeult of thie currency reform has been to benefit 
enormously all foreign-conducted enterpriees, such as the rail
ways, whose troubles had previouely been due entirely to the 
currency and exchange difficulties and depreciation. ~f th~se 
ha.ve not been entirely removed by the reforme, wh1ch g1ve 
something like a fixed gold standard to tbe Mexican dollar, 
tbey ha.ve been at lea.et materially relieved. Already the 
profite of the leading railways of Mexico ha.ve been la.rgely 
augmented, and commercial development throughout the 
country has resultad from the new currency re~orm. . . 

The cha.nge which has come over the fi.nanc1al condition of 
Mexico during the past decade is, indeed, remarkable ; but I 
ventura to assert that it is not a transient but a permanent 
changa. Not only is foreign capital a.bundant, but nativa 
capital can be raised to-da.y with very little difficulty for 
innumerable varieties of investment; whereas less than a 
qua.rter of a century a.go not a. si~gle Mexican would ~a.ve 
ventured bis money in any fore1gn-controlled or fore1gn-
associa.ted enterprise. 

The history of Mexico's Foreign Debt commenced a.e far 
back as 1825, shortly after the country had wrenched iteelf 
free from the Spanish yoke, a.nd wae fairly launched upon ~he 
troublous sea of independence. Two loa.ns, both of wh1ch 
were raieed in London, and bearing intereet at 5 per cent., 
were the fi.ret eucceeeful fea.te in borrowing. Unfortuna.tely, 
the promptnees with which the loa.ne were ra.ised wa.s not 
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reflectad in the method of paying the interest when due, and 
shortly before the date when the first instalments were pay
a.ble, notice of defa.ult was given. The public finances 
remained in an unsatisfactory condition for several years, and 
in 1851, after the we.r with the U.S.A., the two loa.ns referred 
to were converted into a new issue, interest at the same time 
being reduced from 5 to 3 per cent. Once again, however, the 
country was una.ble to meet its obligations, and it was not 
until sorne thirty odd years afterwards, namely in 1883, 
that a further attempt was made at adjustment of the Foreign 
Debt. Conversion took place in 1885 in silver, and in 1888, 
under the régime of the present President of the Republic and 
the Minister of Finance, Señor Dublan, the Government of 
Mexico enterad into a fresh arrangement, the gold bonds, bear
ing interest at 6 per cent., being issued, and since that date 
religiously receiving the full amount of interest, until their 
conversion in 1899. 

Under the short-lived and disastrous Government of the 
Emperor Maximilian were issued what were known as the 
"Petit Bleu" bonds (printed upon blue paper) of a fa.ce value 
of 500 francs ea.ch. These were never recognised by the Re
publican Government, and consequently they were never met. 

As already stated, in June 1899 the foreign gold debt was 
converted. With the assistance of the great banking-house of 
J. S. Morgan (London), J. P. Morgan (New York), the Dresden 
Bank, the Deutsche Bank, and S. Bleichroder (Berlín), the 
whole Foreign Debt of the Republic of Mexico was converted 
-namely, the 6 per cent. loa.ns of 1888, 1890 and 1893, and 
the 6 per cent. loan for the Tehuantepec Railway-into a 
Consolidated 5 per cent. Externa! Gold Loan, repayable within 
a period of 45 years at par, by mea.ns of semi-annual drawings, 
which may be increased after 1909 (the first having taken 
place in June 1900), or by purchase in the open market, if 
they fa.U below par. The principal and interest upon this 
Loan are paya.ble simultaneously in London, Berlin, New 
York and Amsterdam. 

The National Debt of Mexico to-day me.y be roughly placed 
at sorne $375,000,000 (say .i37,500,000), of which $144,000,000 
(i14,400,000) representa moneys which ha.ve been advanced to 
Railway enterprises or expended upon actual construction ; 
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$26,000,000 (.i2,600,000), the cost of the Vera.cruz Port 
Works; $21,000,000 (.~2,100,000), the cost of Salina Cruz and 
Coatzacoalcos Portand Harbour Works; $4,000,000 (U00,000) 
upon Manzanillo Port Works; $3,000,000 (i300,0~) at Tam
pico ; and about $10,000,000 (il,000,0?0) upon v~r10u~ water 
and drainage works. The vast works m connect1on w1th the 
Valley of Mexico drainage cost $16,000,000 (.Sl,600,000) ; the 
sewerage and waterworks in the same district anoth?r 
$6,000,000 (.i600,000); public buildings and improvements 1~ 
the Federal District, $8,000,000 (i800,000) ; or, say, appron
mately $240,000,000 (.S24,000,000) out of the whole amount 
of $375,000,000 (.S37,500,000) has been expended upon nece~
sary or reproductiva work. No frittering away of the pubhc 
money upon useless "avenidas," as _has been ~one by the 
Brazilian Federal Government at R10 de Janell'o, or upon 
magnificent but useless residences for the Ministers. and their 
junior officials, as has been done by the Buenos Aires Sta.te 
Government at La Plata, Argentina. A goodly part of the 
National Debt still remains in cash on hand, while a part has 
also been expended from time to time upon the acquis~tion of 
abares in the National, Interoceanic and Central Ra1~ways. 
The first surplus in Mexico's financial history occurred m the 
fiscal year of 1895-1896, when it was proudly announced that 
the revenue of the Federal Government had exceeded the 
expenditure by $5,451,347 (about .S545,134): _Year_ by year 
the budgetary statement has improved, ~nd th1s 1~ sp1te of the 
dismal forebodings which were freely mdulged m "'.hen the 
farseeing Finance Minister, on May 12th, 1896, abohshed by 
public decree the alcabales to take e:ffect in the month of July 
1897 followed a few years afterwards by the abolition of the 
Free' Zone institution, thus eliminating the last vestige of the 
vicious system of economic inequalities. . 

The public debt is rep_resen~ed by bond~ of_ di:fferent ra_tes 
of interest and paya.ble e1ther m gold or m silver, accordmg 
to designation. The portion paya.ble in foreign gold is rep_re
sented by the value which it would atta.in were the fore1gn 
rate of exchange at par, the supposed value of $5.00 per po~nd 
sterling being the most approxi1;11ate basis f?r calculation. 
The floating debt, which is a non-mterest-bearing de~t as op
posed to the Mexican debt (silver) and the Fore1gn Debt 
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(gold), which are intereet-bearing, ie made up of credite wbich 
tbe partiee intereeted bave failed to collect or have converted 
into other bonde according to the different Lawe which govern 
the public debt. It is eaid that the Treaeury Department has 
not to-day a single ehort-time bond among ite floating debt, 
eitber intereet-bearing or not, ieeued eince J uly 1st, 1894, in 
payment of any cla.im. In rega.rd to the uncollected or un
cla.imed a.mounte of interest either on the gold or eilver debte, 
the respective amounts a.re depositad in the banking-housee 
in charge of euch debts, thoee of the eilver debt being placed 
in the Na.tional Bank and those of the gold bonds of 1888, 
1890 and 1898 being depoeited with the houee of S. Bleich
roder, of Berlin. 

It may be pointed out tha.t the whole of the securitiee of 
the Public Debt of Mexico ha.ve epecial provieion made for 
tbeir a.mortisation. The whole of tbe Foreign Debt above 
referred to, as well as the Interior 5 per cent. Redeema.ble 
Debt, a.re now being paid off gradually by mea.ns of tbe fixed 
annual sum comprieing both interest a.nd einking fund. The 
a.mount of the 8 per cent. Interior Cona. Debt is being reduced 
yea.r by yea.r, owing to the fa.et tba.t va.ca.nt landa purcha.sed 
from the Government a.re pe.id for in tbe honda of tbe se.id 
Debt, and in a.ddition during the fina.ncia.l yea.r 1904-1905 the 
sum of 126,850 in 8 per cent. honda was a.mortised, such 
bonde being placed on depoait for the purposee of excha.nge 
for cla.ims previous to June 1896, but which la.peed on 
June 80th, 1905, tbe creditors having failed to ma.ke applica
tion for the same within the sta.tutory limite of time. Apa.rt 
from the amounts thus redeemed, a.mortisa.tions of tbe Debt 
occasiona.lly eneue by reaeon of special occurrencee, euch as, 
for inetance, took place in 1904-1905, when the la.et loan wa.s 
ra.ieed by the Mexica.n Government for $40,000,000 gold, a.nd 
when a portion of the proceede wa.e devoted to the convereion 
and redemption of carta.in cla.eeee of eecuritiee, euch as 
Treaeury Billa, eto. Thie claes of a.mortiea.tion is exceptional, 
however. During the past :financia.l yea.r, apa.rt from the 
refundment of Treaeury honda ieeued in 1908 and 1904, a 
clearing-off has taken place of Vera.cruz a.nd Paci:fic Railway 
eubvention bonde, Mexioan Southern Railway eubvention 
bonde and epeoial certificatee of the Tehuantepec N ational 
Railway and Port Worke. 

l'IWD by C. R. /lo/Ir, 

M EX ICO C tTV- T llf. BUI.I. RI NG. FUENTF.S, TIIE FAMOUS 
.\IA'l'AllOH OK EsPAllE.-su ¡,. 245. 
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To arrive at the true amount of amortisation effected, it is 
necessary to deduct from the groas amount of $55,654,499, 
representing all classes of securities cancelled, the amounts re
paid out of the $40,000,000 4 per cent. loan of 1904-5, thue : 

Total amortisation of Public Debt ... 
Lesa value of securities paid off from proceeds of 

1904-5 Loan 

$ 
55,654,499 

52,091,651 

Leaving a balancerepresenting normal amortisation 
for the year 1904-1905 ... $3,562,848 

The following list whioh I have preparad shows the precise 
number of Menean Government and State Government 
Issues up to date, together with the amounts, the interest 
pa.yable and the dates fixed for redemption :-

N&llle of Loan. Interest. Payable. PerCent. 
Total Issue 
(Dollsrs). Redeemable. 

Mexican Gov. Ex. 5 Quarterly 110,000,000 July 1st, 1945 Gold 
Mexican Gov. Gold 4 Half-yearly 40,000,000 Annual Drawings Bonds 
Menean Gov. Red. 5 

" 100,000,000 Half-yearly Draw-Intern. Silver ings MexicanGov. Cona. 3 ,, 45,000,000 NRecl,rovision for lntern. Silver emption Veracruz and Pac. 4½ 
" 7,0C0,000 *Optional prioe t.o Ry. 1924 State of Jalisco 6 
" 1,500,000 One-tenthannually Oold from 1918 Sta te of Jalisco 6 
" 840,000 December 81st, 1988 Sil ver 

etate of Veracruz 
Silver 

5 Quarterly 4,551,000 • April 21st, 1927 

State of Coahuila 6 Half-yearly 752,000 April 1st, 1940 Gold 
Ci& of Saltillo 6 

" 285,000 December 1st, 1929 old 
State of Morelos 6 

" 182,000 One-tenth yearly Silver from 1907 
State of Chihuahua 5 

" 600,000 July 1st, 1925 Silver 
State of San Llllil 

Potosi Sil ver 
6 ,, 2,500,000t January 1st, 1934 

State of Tamauli- 5 Quarterly 2,500,000 •J uly 1st, 1924 
pas Silver 

Half-yearly 829,300 December 31st, 1922 City of Cordoba 6 
Silver 

• Guaranteed as t.o Principal and lnterest by the Mexican Government. 
t Total Issue, l250,000, interest payable in London. Listed on tbe London 

Stook Exchange. 


