
ANNUAL REPORT ON THE FINANCES. 

TREASURY DEPARTMENT, 

Washington^ December 7̂  191 Jj.. 
SIR : I have the honor to make the following report: 

THE EUROPEAN WAR CRISIS. 

The outbreak of the European war precipitated many grave prob
lems. International credits and exchanges were completely dis
organized, ocean transportation was for a time partially paralyzed, 
the entire business and economic structure in this country was shaken 
to its foundations, and a catastrophe of calamitous proportions was 
narrowly averted. I t is a tribute to the economic strength and 
soundness of the country and to the patriotism of its people in every 
class and walk of life that the shock has been so admirably with
stood. A panic of cataclysmic proportions might easily have re
sulted, and if it had the injury to the country would have been in
calculable and many years would have been required to overcome its 
effects. Through the prompt and effective action of the Treasury 
Department, and with the cordial and intelligent cooperation of the 
banking and business interests of the country, the danger has been 
averted. Confidence has been restored and specie payments have 
been maintained in the face of the world. At no time since the war 
broke out has there been, to the laiowledge of this department, with 
the exception of a few isolated cases, a failure on the part of any 
solvent national bank to honor its checks in currency or money or 
to meet its obligations. The general revival of business throughout ' 
the country is the best evidence that confidence has been restored. 
Interest rates have come down from the high level to which appre
hension had lifted them, restriction of credits has disappeared, for
eign exchange has reached a normal basis, and a feeling of optimism 
pervades the business world. There is every reason why the country 
should look to the future with confidence so far as its trade, com
merce, and industry are concerned. This has been accomplished not
withstanding the fact that the Federal Eeserve System authorized 
by the act of December 23, 1913, was at that time only in process of 
formation and was .therefore unable to render any service in the 

. situation. 
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