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Appendix A: Debt Relief in the 1920s and 1930s: Country Chronologies, Data, and Sources  

 

Table A.1. Chronology of Events Leading Up to the Defaults of 1934 

 

International 

August 1924 Dawes Plan lays out German reparations of 1 billion marks a year, rising to 2.5 billion in 

five years. It was a restructuring of the terms that were agreed to in the 1919 Treaty of 

Versailles. 

June 1929 The Young Plan was designed to ease the terms of the reparation payments made by 

Germany, making a substantial share of the repayment state contingent. It is a second 

restructuring. 

June 20, 1931 Hoover Moratorium on payments of WWI and other war and reconstruction debts, 

including interest payments.  

July 9, 1932 Lausanne Conference: the European powers including the United Kingdom, France, 

Belgium, and Italy agree to suspend all war debt payments among themselves subject to a 

revision of their debts to the United States. The UK, by far the most important creditor 

country in Europe, only has outstanding debt obligations to the United States. 

June 15, 1934 Default of all debtors (except Finland) announced in the US popular press. (See New York 

Times, June 15, 1934) 

Austria 

May 8, 1930 Agreement to reschedule war debt with the United States. 

May 11, 1931 Kreditanstalt failure: Despite the Austrian government’s guaranty to cover the bank’s 

foreign debt, the bank failure quickly spread through Europe and international capital 

markets. 

October 9, 1931 Foreign exchange controls and depreciation. 

May 1933 Payments to the Bank of International Settlements, for the service of the League of Nations 

loan, are suspended. (A default on an official creditor) 

August 1933 

 

December 1929 

Standstill agreement of Austrian banks prolonged until January 1934.                                                                

                                               Australia 

Suspension of Gold Standard. 

July 1932 Suspension of war debt payments to the UK following the Lausanne Conference. 

Belgium 

August 18, 1925 Agreement to reschedule war debt with the United States. 

December 31, 1925 Agreement to reschedule war debt with the United Kingdom 

March 18, 1935 Foreign exchange controls reintroduced; devaluation of 28%. 

June 15, 1934 Government notifies US of decision to defer payment on war debt installment. 

Czechoslovakia 

October 1931 Controls on foreign exchange. 

June 15, 1934 Government notifies US of decision to defer payment on war debt installment. 

Estonia 

October 28, 1925 Agreement to reschedule war debt with the United States. 

October 1931 Controls on foreign exchange. 

Finland 

May 1, 1923 Agreement to reschedule war debt with the United States (maturity extension and interest 

rate reduction only). 

June 1934 Only country to pay its war debt installment to the US in full and on time.  

  

 

  

http://www.britannica.com/EBchecked/topic/215768/France
http://www.britannica.com/EBchecked/topic/59268/Belgium
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Table A.1. Chronology of Events Leading Up to the Defaults of 1934 (continued) 

 

France 

April 29, 1926 Agreement to reschedule war debt with the United States. 

July 12, 1926 Agreement to reschedule war debt with the United Kingdom. 

December 1932 Chamber rejected the government’s proposal to meet the War debt payment to the US 

scheduled for mid-December. 

June 15, 1934 Government notifies US of decision to defer payment on War debt installment. 

                                                 Germany 

December 1922 Reparations Commission declares Germany in default, culminating in the French 

occupation of the Ruhr. 

July 13, 1931 Following the Kreditanstalt crisis in Austria, foreign exchange controls are introduced; a 

variety of blocked Mark accounts are created through mid-1933. 

February 1932 Moratoria on external commercial debt payments (i.e. default on private creditors). 

August 1932 Reparation payments under the Young Plan cancelled but other payments continued. 

May 1933 Unilateral and generalized default and widespread capital controls. 

July 1, 1934 General moratorium on transfers abroad. 

December 1, 1936 Death penalty for capital flight. 

Greece 

April 9, 1927 Agreement to reschedule war debt with the United Kingdom. 

May 10, 1929 Agreement to reschedule war debt with the United States. 

Sept. 28, 1931 Control on foreign exchanges; 49% currency depreciation. 

April 1932 Moratoria on all external sovereign debt service (i.e., as with other cases noted below, this 

is a default on private creditors). 

June 15, 1934 Postpones for six months payment to US of interest on war debt due July 1st. 

Hungary 

April 25, 1924 Agreement to reschedule war debt with the United States. 

September 1931 Controls on foreign exchange. 

December 1931 Moratoria on all external sovereign debt service. 

January 1933 Standstill agreement renewed. 

Italy 

Nov. 14, 1925 Agreement to reschedule war debt with the United States. 

January 12, 1926 Agreement to reschedule war debt with the United Kingdom. 

September 1931 Re-introduction of some foreign exchange controls. 

May 26, 1934  De facto suspension of convertibility; controls on exportation of bank notes. 

June 15, 1934 Government notifies US of decision to defer payment on War debt installment.                                         

Latvia. 

Sept. 24, 1925 Agreement to reschedule war debt with the United States. 

October 1931 Controls on foreign exchange. 

April 1932 Moratoria on external sovereign debt service. 

June 15, 1934 Government notifies US of decision to defer payment on War debt installment. 
 

Lithuania 

Sept. 29, 1924 Agreement to reschedule war debt with the United States. 

June 15, 1934 Government notifies US of decision to defer payment on War debt installment.                                         

                                               New Zealand 

December 1929            Currency parity with British Sterling is abandoned. 

July 1932 Suspension of war debt payments to the UK following the Lausanne Conference. 

January 20, 1933          Depreciation by 25% vis-à-vis British Sterling. 

Poland 

November 14, 1924 Agreement to reschedule war debt with the United States. 

July 1932 Control on foreign exchanges. 

June 15, 1934 

 

Government notifies US of decision to defer payment on War debt installment. 
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Table A.1. Chronology of Events Leading Up to the Defaults of 1934 (concluded) 

 

                                                Portugal 

June 3, 1924  Introduction of foreign exchange controls. 

December 31, 1926 Agreement to reschedule war debt with the United States. 

January 1, 1932 Suspension of fixed exchange rate to British Sterling. 

                                               Romania 
October 19, 1925 Agreement to reschedule war debt with the United Kingdom. 

December 4, 1925 Agreement to reschedule war debt with the United States. 

August 1933 Transfer moratorium declared. 

September 1933 Negotiation with private foreign bondholders to discuss debt service reduction. 

July 1934 Foreign debt agreement with private creditors reached. 

                                          United Kingdom 
June 19, 1923 Agreement to reschedule war debt with the United States. 

Sept. 21, 1931 Abandonment of gold standard. 

June 1934 Government notifies US of decision to defer payment on War debt installment June 15. 

                                            United States 

June 20, 1931 Hoover Moratorium on payments of WWI and other War debts, including interest 

payments. Approved by Congress in December. 

November 1932 The US refuses postponement of war debt payments due December 15. France and the UK 

had made such a request. 

December 15,1932 UK, Italy, Czechoslovakia, Finland, Greece, Latvia, Lithuania, Romania, and Yugoslavia 

make the scheduled payment on War debt; France, Belgium, Poland, Estonia and Hungary 

do not pay. 

March 6, 1933 Roosevelt Proclamation resulting in embargo on gold and establishment of foreign 

exchange controls. Bank holiday. 

March 9, 1933 Suspension of gold convertibility. 

April 5, 1933 Compulsory surrender of gold (more than $100) held by individuals. 

June 15, 1933 The governments of Britain, Czechoslovakia, Italy, Latvia, Lithuania, and Romania do not 

make full war debt payments to the United States and offer symbolic token payments 

instead. 

January 30, 1934 Gold Reserve Act: Abrogation of the gold clause. 

January 31, 1934 Devaluation of 40.94%: from 1 troy ounce of gold =20.67 US dollars to 1 troy ounce of 

gold = 35.00US dollars. 

June 1934 Places embargo on export of silver. 

Yugoslavia 

May 3, 1926 Agreement to reschedule war debt with the United States. 

August 9, 1927 Agreement to reschedule war debt with the United Kingdom. 

October 1931 Control on foreign exchanges. 

March 1932 Moratoria on external commercial debt payments. 
April 1932 Moratoria on external public debt service. 
October 1932 Default on two loans. 

June 1934 Government notifies US of decision to defer payment on war debt installment June 15. 

 

 

 



Table A2. Debt Relief in 1934: Extension of Table 1 and Data Sources 

 
 

 
 

Notes: The list of sources is shown on the next page. Australia, New Zealand and Portugal are in italics since they only owed debt to the UK. 

 

Total to US and UK Population Debt relief to  Debt relief to  Debt relief

Debt outstanding Nominal GDP Face value Present value central gov. external debt per capita

in US$ (w/ arrears)  US$, 1934 (upper bound) (lower bound) debt (FV, in %) (FV, in %) in US$

United Kingdom 4,714,345,235 19,264,825,087 24.5 19.5 38,684,470,821 5,128,585,559 46,666,000  12.2 91.9 101.0

France 7,342,122,972 14,075,257,038 52.2 25.1 21,041,780,305 . 41,950,000  34.9 . 175.0

Italy 3,133,049,808 8,615,540,538   36.4 11.5 12,951,015,107 . 42,093,000  24.2 . 74.4

Belgium 478,061,010 11,583,547,147 4.1 2.7 11,124,315,725 4,235,226,688 8,262,000    4.3 11.3 57.9

Poland 243,356,167 . . . 955,633,270      . 29,771,000  25.5 . 8.2

Czechoslovakia 165,409,455 . . . 1,644,385,780   343,973,694    14,282,000  10.1 48.1 11.6

Yugoslavia 208,197,822 . . . 679,605,516      576,571,960    15,228,000  30.6 36.1 13.7

Romania 204,719,173 . . . 20,425,162,907 . 14,924,000  1.0 . 13.7

Greece 132,174,148 304,405,322      43.4 21.4 400,185,812      300,244,594    6,688,000    33.0 44.0 19.8

Austria 23,822,492 1,387,212,440   1.7 1.6 660,578,872      451,723,102    6,760,000    3.6 5.3 3.5

Estonia 19,511,429 . . . 22,160,099         20,371,757      1,126,000    88.0 95.8 17.3

Finland (fully repaid) 8,711,996 3,942,561,336   0.2 0.2 73,922,766         51,185,034      3,549,000    

Latvia 13,658,403 . . . 16,054,926         13,958,988      1,950,000    85.1 97.8 7.0

Lithuania 6,650,080 . . . . . . . . .

Hungary 2,086,096 . . . 454,610,034      376,906,830    8,919,000    0.5 0.6 0.2

Australia 337,777,250 5,424,000,000   6.2 . 4,701,538,462   2,281,538,462 6,682,000    7.2 14.8 50.6

New Zealand 110,966,579 1,053,955,882   10.5 . 2,274,283,009   1,112,388,535 1,552,000    4.9 10.0 71.5

Portugal 99,459,373 969,163,822      10.3 . 326,982,585      149,413,500    7,127,000    30.4 66.6 14.0

Averages 21.0 24.71                43.52            39.96            

Debt relief to GDP (in %) Central government 

debt in US$, 1934

External debt in 

US$, 1934
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Figure C.5 Target vs. Counterfactual: Hoover Moratorium 

This figure compares the evolution of real per capita GDP growth (residuals from a regression of annual real 

p.c. growth rates on a constant and country-specific dummies), country credit ratings (by Moody’s, nomalized 

to 1 in year T), debt service to government revenue (in %), and the level of public debt to GDP (in %) before 

and after the the Hoover Moratorium (T=1931) for two groups (subject to data availability). The target group 

(red line) is a sample of 18 countries defaulting on the war debt towards the US and the UK (those listed in 

Table 1, except Finland, red line). The counterfactual is a group of European countries, which did not default 

namely Denmark, Finland, Ireland, Norway, Spain, Sweden, and Switzerland (dotted orange line). For sources 

and variable definitions see Table C.1. The corresponding figure for real per capita GDP (in levels) is shown 

in the main paper in Figure 8. 

 

           Panel A          Panel B 
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Figure C.6 Target vs. Counterfactual: 1934 Summer Defaults/Relief 

This figure compares the evolution of real per capita GDP growth (residuals from a regression of annual real 

p.c. growth rates on a constant and country-specific dummies), country credit ratings (by Moody’s, nomalized 

to 1 in year T), debt service to government revenue (in %), and the level of public debt to GDP (in %) before 

and after the 1934 war debt default and associated debt write downs (T=1934) for two groups (subject to data 

availability). The target group (red line) is a sample of 18 countries defaulting on the war debt towards the US 

and the UK (those listed in Table 1, except Finland, red line). The counterfactual is a group of European 

countries, which did not default namely Denmark, Finland, Ireland, Norway, Spain, Sweden, and Switzerland 

(dotted orange line). For sources and variable definitions see Table C.1. The corresponding figure for real GDP 

per capita (in levels) is shown in the main paper in Figure 8. 

 

           Panel A          Panel B    
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Figure C.7 Target vs. Counterfactual: Baker Plan (1986) 

This figure compares the evolution of real per capita GDP growth (residuals from a regression of annual real 

p.c. growth rates on a constant and country-specific dummies), country credit ratings (Institutional Investor 

Ratings, nomalized to 1 in year T), debt service to exports (in %), and the level of public debt to GDP (in %) 

before and after the start of the Baker initiative (T=1986) for two groups (subject to data availability). The 

target group (red line) includes the 15 middle-high-income countries that were part of the Baker initiative, 

namely Argentina, Brazil, Bulgaria, Chile, Costa Rica, Dominican Republic, Ecuador, Jordan, Mexico, 

Morocco, Panama, Peru, Poland, Uruguay and Venezuela (green line). The counterfactual group includes 14 

middle-high-income developing countries that did not default nor received debt relief in the late 1980s or 

1990s, namely China, Colombia, Czech Republic, Egypt, Hungary, India, Israel, Malaysia, Mauritius, 

Singapore, South Korea, Taiwan, Thailand and Turkey (dotted orange line). For sources and variable 

definitions see Table C.1. The corresponding figure for real per capita GDP (in levels) is shown in the main 

paper in Figure 9. 
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Figure C.8 Brady Plan (1990): Target vs. Counterfactual 

This figure compares the evolution of real per capita GDP growth (residuals from a regression of annual real 

p.c. growth rates on a constant and country-specific dummies), country credit ratings (Institutional Investor 

Ratings, nomalized to 1 in year T), debt service to exports (in %), and the level of public debt to GDP (in %) 

before and after the start of the Brady initiative (T=1990) for two groups (subject to data availability) for two 

groups (subject to data availability). The target group (red line) includes the 13 middle-high-income countries 

that were part of the Brady initiative, namely Argentina, Brazil, Bulgaria, Costa Rica, Dominican Republic, 

Ecuador, Jordan, Mexico, Panama, Peru, Poland, Uruguay and Venezuela (green line). The counterfactual 

group are 14 middle-high-income developing countries that did not default nor received debt relief in the late 

1980s or 1990s, namely China, Colombia, Czech Republic, Egypt, Hungary, India, Israel, Malaysia, Mauritius, 

Singapore, South Korea, Taiwan, Thailand and Turkey (dotted orange line). For sources and variable 

definitions see Table C.1. The corresponding figure for real per capita GDP (in levels) is shown in the main 

paper in Figure 9. 
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Figure C.9 Secondary Market Prices of Sovereign Debt (1986-1993) 

 

This figures show monthly data of secondary market prices (as a percentage of par value) of developing country 

loans from January 1986 to December 1993 and aggregated on a country basis. The data is from Sawada (2001) 

who collected debt prices from the following sources: ANZ McCaughan Merchant Bank (Latin American 

Markets, various issues), Banco de Santander, Merrill Lynch Capital Markets (Latin American Markets, 

various issues), Nederlandsche Middenstendsbank N.V. (Euromoney, various issues), Shearson Lehman 

Hutton (Lehman Brothers), and Salomon Brothers. 
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