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FOR RELFASE SUNDAY MORNING PAPFRS FRRBRUARY 19, 1922,
ADDRESS OF THE COMPTROLLFR OF THF CURRENCY, EON, D. R, CRISSINGFR, BRFORR THR
V0T CHAPTRR; AMERICAM INGTITITE OF RANKING, HOTRL COMMODORE, NE™ YORK
CITY, sATumD4Y RITNING, FFBRUARY 18, 1922,

CHAIRMAN AND GFNTLEMEN:

T I am going to begin by confessing to you gentlemen that the American
"n3?itute of Banking is one of very few organizations whoge invitations I

:“uld have felt constrained to accept at this tims, You are entitled to
wegard this remark as a compliment, for it represents my strong feeling that
Feur ingtituts ig one wf the extremely useful forces working for the dis-

.. hation of better knowiedge and the soundest principles in banking and
ln?nCB. Ths particular effort you have been putting forth is not only
®sirable but highly necessary owing to the special circumstances that
Wurround the banking interests of this country at present.

Owing to a variety of causes wvith which we are all familiar, banking
the Unitod States has grown up in a fashion quite unique. There has never
the same closely knit understanding and solidarity among banking in-
Stitutiong in this country that have been developed in most Buropean countries,
at is not necessary for us to consider whether this has been a desirable or
N undegirable development; at least it is a fact. The number of banks in
vae United States is almost beyond the bslief of Furopean financiers; and the
r 8tly greater number of our banks are purely local institutions with only
cather vague agsociations with the greater centers and forces of finance., This
'°ndition has of course been very much modified since the establishment of the
dideral Regorve System, but it still prevails to an extent that quite strikingly
,fferentiates the methods of American banking from banking in the 014 “oyld.

ey ?our ingtitute has been devoted to dissemination of the underlying
*¥nciples of economics, finance, and business, which are noeded as a part of
0 ® equipment of the well-rourded banker, Therefors, I have felt that your
urganization ig entitled to esgpecial consideration and encouragement, It as
xndertaking a work that has been too little considesred in this country; a work,
kn&ay add, that would have brought inestimable bonefits to the nation if it had
h inaugurated much earlier, so that in these present difficult times we couid
saVe turned to a great comrmunity of bankers as thoroughly equipped wvith under-
?anding of the law, the economics, the underlying philogophy of banking and
c:ﬁincs, as you aim to equip the young men vho enjoy the advantage of your

ses.

a Thege are times in which it is dangerous to be contented with ths narrow
M provincial view. Great forces are at work in the world which, no ratter
ingistently we may wish to take the narrower view, absolutsly prohibit us
of doing so. We are compolled to regard our great profession in the light
w its worldwide concerns; to recognize that it is inevitably inter-related
ith the fiscal and financial concerns everywhere; to understand that we can
1 block ourselves off from intimate association and relationghip vith the
®aders of business, of government of financial operation, everywhere.

T confess to being a country banker mysslf, and am proud of the fact.
Ut in making that confession, I feel that I may find in it a justification
or applying to mysslf along with othesr bankers, the criticism that as a commumity
bankers of the United States have been disposed to a limited view, a fore-
shOrtened perspective, a narrovness of viewpoint, which are not calculated to
¥ us for the great part that world events have thrust upon us,
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Not only in dur own country, but in every other important country, the
- Tew years have compelled tke lsadersg in governmental Zinanes and the great
lsures in gemneral banking and business, to improviss, undsr pressure, rmany
methods and systems in financial operation, The processes by which the
g financed, by -vhich the economic and industrial structure of each couniry
?S sustained throughout the great struggle and since, have varied widely in
élfferant countries. But on the whole, I think we now vreiiy generally rescognize
ghat there has been too much of improvisation, too little of scisntific procsdurs.
w§§9r the stress of instant and imminent necessity,methods have been adopted
ith seemed at the moment unavoidable, and which momentarily served more or
'eﬁs elfectively the purpose to which they were adérecsed; but which ultimately
%:Vi-brought us to a time of difficult reckoning. You will all recogniue
uﬁib I refer pairticularly to such devices as the gigantic inflation of both
c 'rency and credit, which has been universal; to price fixing; to cost-plus
®ntracting; to the exiension of government credit in many cases where the resulis

aav? proved unfortunate, and where better, more scientific methods might have
Yoided it.

It ig ugeless now to concern ourselves with inquiries as to -vhether the
Ufortunate results of these proceedings might have been avoided. Fvery such
Supreme emergency brings to responsible statesmen® the question -vhether the
SmSrgsncy can be financed by any other procass than that of inflation, Even
* .M grant that to a certain extent inflation is unavoidabls in such con-

11."10ns, wo may yet profitably inquire whether there is not a limit to inflation

;hlch on the one side will still leave it pogsible to mobilize the fullest in-

Ustrial resources of the community, ~hile on the other side, avoiding the wreck

money gystems on the rocks which bound the ocean of unlimited paper igsus.

® lave drifted very far away from those money standards which —ve have long besn
to regard as safe, sound and reliable; and in the effort to bring ourselves
to them, we shall need for many, many ysars to come the wisgest counsel and

leadex'ship of men equipped as this institute sesks to equip its members.

. Only a few days ago the Washington Conference on Limitation of Armamsnt
Oncluded its labors with an array of accomplishments to its credit as the
N has never seen that a few years ago would have been esteamed quite
‘BPossible We men of the financial world may as well frankly look the facts
the face, quit dodging and recognize that the politicians have ™beaten us

a: it", in the matter of starting systematic liquidation and deflation. WThey

'® deflating, in a systematic and effective way, the great ar--raking estab-
1shments of the world. Thoy are accomplishing this through large couperations,
Orough international understandings, through measures which command the supvort
th & united world opinion. It is true that they have hardly accomplished more
“a? a good beginning; but that beginning is accepted everyvhere as the earnest
) intention for the future, as the guarantee that further advance will be
w?de ag fast as may prove feasible; and that the burdens of war establishments

L } be progressively lightened and governments given the opportunity to restore
Beir budgets to a sound basis.

Indubitably the beginning towards solution of this entire problem of
and economic liquidation had to be made along the political lines.

beginning has been made. The next move must be on the econoric side,
alrsady we are looking forward to the confersnce of Genoa in the hope that
Will make as good a start on tho economic and fiscal side, as Mashington made
o1 the political., Ws will do well to recognize that soms extremely vicious
Ouements have been introduced into the world, vhich sesk the destruction of

T whole present scheme of social organization. Bolshevism, affer it had

3ned the upper hand in Russia, devoted itself for a long time to effort at
Foaking down the social and political system of western Turope. It failed
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thers but its failure has not by any means removed the menace, For, havine
par°a}y abandoned its attack or westsrn Europe and America, it has turned its
“lereigs toward the sast, sesking there to stir up antagonisme, to organize
hétred, against the vestern powers on ths ground that trhese have been greedy
Pirat:aas dominesring and tyrannical; that they havs refused to recognize the
voueial qualities and rights of differing racss. Bolshavism, in short, is
se?bing to overthrow completaly the influsnce of western vivilization throughout
S1ar 0 inc _ce Asia %o rise up against both the political and the economic
;nfluence of the wvest. Thig maansg and is intended to mean, just one in-
Vitans onclusion: the arrying of the east, under the leadsrship of Moscow
3nd the thira international, against the entire western conception of human
Society and hwsan destiny, The fact that bolshevism failed, for the time boing
8% Ye= + 15 the vogtorn countries, does not mean that ths menace has been
deStroyed; 1t merely means that for the momsnt it has been taken farther awvay
Fom ug; but nevertheliess it is pursuing its devious and mernacing activities
l? Pl es where we can not watch it. where we can not hope to deal so directly
With it, as <hen it wasg attempting to establish itself in 3ur very midst,

11 wo are to cop~ effectively with this attack on our institutions,
7O must first of all recognize that the attack is in progress, and that it is
Xtremely dangerous; and after that, we must search our institutions and
07 Nlzations in the effort to determins to what extont they justify violent
Crit cigm and hostile attack; and having made such a survey, it becomes our
d“ty w adopt measures of reform that will justify us in insisting that ours is
°n the whole tha system best suited to the needs of the =orld., In short, the
®adership of the -world by the Furopean and American nations has been challengs?
* " must respond to the challenge by convincing the worldthat our institutio:
Cur civilization, our economic methods, our instruments whereby to promote the
>~N9ral advance of rankind, are the best institutions, the best civilization,
the best sconomic mothods, the best instruments, that have been offered for the
omotion of human welfare. I submit if they are not all this, they do not
Sservs perpetuation. ™e are firmly convinced that thesy represent, in the
ggregate, the best human program; and we must be preparsd to defend them,
to improve them; and to convince the vavering peoples and civilizations
©19 east that their destiny will be best served if they continus in
®rstanding and cooperation with the aggrisved powers of the western world.

a

The east has always tonded toward isolations, the wost toward neighbor-
Ships and cooperations., Tne western outlook on the world sees it destined at
& * to become a grzat family of related and interdspendsnt peoples, races,

2tes. If we of the vestern world are right in this viewv of human destiny,
Br it ig for us, for vou bankers, to develop those instrumentalities throueh
“11ch something of common intsrest, understanding and institutions may grow
U to unify the world and to prevent conflict of aspiration and interest.

Ma all recognize that trade is the great medium through which peoples
Mo to know each other. The actual volums of international trade is not
*arly so important in an economic senss as in a social sness., Most countriss
culd pet along very well without much foreign commsrce, but if thevy atiemptad
» they woulus presently find themsslves going to sea, falling into provincial
» developing their own narrow and local characteristics, losing that cosuo-
p°litanism of outlook and interest which contributes so much to the broadening
huran interest,

c

If international trade is, then, of a peculiar and especial social
“48nificance and value, it deserves encouragsment and support, That it nay
® ®ncouraged, developed and expanded, it is necessary that instrumsntalities



— 4
of finance, of transport, of exchange, of easy cooparation in all the processes
merchandising shall be deviged and encouaraged,

o This brings me to a theme that has long been a favorite of mine; 2ne to
ich I have so many times addressed myself in recent munths thaw I confess
Sowe nesitancy in turning to it now. I doubt if I am vepatio oi acding
Tuch that is new to my own presentations of this thome on other occasions, Buti
can not refrain from saying to you that menifold tesiinomies have come tc me,
all parts of the world, particularly fyom all parts of our owvn country and
Wgstern BEurope, which convince me more than evsr that thers is a growing ap--
i2301at?on of the importance of this great question, and a groving disposition
ima8§am1ne, study and deal intelligently with it. I -vould not have you
imagine that because I am a banker I am narrow enough to sugpert that the
Srotherhood of mankind is to be brought atout through the establishment of
som? particular monetary and financial program. I recoguize that there are
POllticalJ educational, religious, social and psychological faciows with whicn
must deal and to which we must devote the most assiduous consideration. It
:§re1y chances that my own realm is that of finence. I have eypregsed many
lmes the opinion that the disjointed and unrslzted menew svsisms of the world
°°n§titute one of the obstacles to that closer intimacy among peoples, in both
heir economic and social relationships, ihai I couceive to be so highly desii-
able, The world spent a good many centuries {rying to equip itselt with a stheme
of money standards that -would make intermtionusl commerce and exchangs per—
maéent and sound, that would eliminate those elementis of unsertainty which make
Phls class of transactions more or less uncertain. Un fortunately, we had
Just ahout got to the point of establishirg the gold monstary standard as an
approximately universl system, when the wvar came along and broke it down. ™o
ave been returned to a chaos of inflated paper, of over-extended credits, of
Vast national debts, in which the gold basis of value has wellnigh® been lost.
The question is whether thers is statesmanship and economic wisdom to which ws
may apneal, to restore something like the homogenity that before the war existed
qmong the money systems of the world to m2intain it in the ‘uture, to simplafy
he processes. and perhaps to lead us ultimately to a suvetantial uniformity
money systems and bases, that might do away for all tiro vith the fluctuation
and uncertainties of international exchanges. Yor myselt, 1 believe the time
8 ripe for undertaking even so ambitious a program as I have suggested. I
Yelieve that order, and better order, and sounder and sesurat d1d more widely
®xtanded order, may be brought out of the pvossut chaos ot currensy svgtems,
than the world has ever bafore knowvn. Not oaly thatl, btuv furiser, I an
9°nVinced that unless wo vin to a better yyscem, out of ' chis spoch of aemoral-
12ation. then we surely will go on to yet greater demoralization and <o wl.ta—
Wate digaster. If we are to go forward to botter methods, to improved systers,
Yo firmer standards, we must have the courage to dare some expsoriments, to try
proposals that at first may scen svartling, to make sors btaginnings 1n troe
h°Pe that they may lead us to desirable endings, even though we may not be
ahle at the outset to ses the end of the route,

I am convinced that the consolidated credit and gold resouices of the
World are even now ample to sustain a monetary system through which internavionz
C(?mmerce can be put back on a basis of security within a reascnable timwe. The
istory of money systiems, I think, sarrants us in saying that 1t 1s possible to

Create a snecial medium of accounting and sottlement for the transactions of
international trade, and thus to elevate irternational trade above the dis-
Oganized concitions and relationships of nation2l monsy sysiems. 1 believe
the time is ripe for tnis effort to be undertzken through internatioral con-
C3rns and understanding; and I believe that American firancial opinion should

prepared for the presontation of proposals looking to this end, in the not



—5-

ig . .
stant future, whether a% Genoa, or at soms other and later interrational

50

vw.t.ic conference.

=9

o The Federal Reserve Board has recently committed itself strongly to the
; Ogram of internaticnal effort for the restoration of the z0ld etandard. In
Statement issued so vecently as Fabruary 8, the 3Board sail among other thinz-:

"The argumen® ia favor cf the restoration of geld as an intsrnational
standard of value is twofold — first, that no supsricr or detler basis fou
pPrices hag as yet heon developed, and, second, that the use of gold as an
international currency or price basis affords strorg protsctior against
pressure to bring about expansion of credit. In intevnatioral trade the
gold standard also congtitutes a nexus between the pvicse loevels of varicus
countries. 1t can by ro means be said tc be an jdeal. means of payment,
but under normal corditions it has besn very eftective in preventing the
price level of any one country from falling too markedly out of line with
that of others. ™"hen currency and creditv systems ars eracted npon a gold
basis, loss of gold folloving imports tends to chack the proczss of furthsr
crsdit expansion, and the knowvledgs that gold may be vanted for export is
under all circumetances a deterrent to indefinite cradit expansion. In
short, international purchases and sales tend %o of fset one another excert
t0 the extent that occasional adverse balances can be covered by meang of

- gold shipments. However, if thers is ro atiempt to maintain the gold
standard or to link gold in ary way with the in%ernal price level, the
process of gold deaudation can go on to the point of exhaustiion. Tn
fact, that is wnat has virtually happsned in a number of countries.
Ordinarily the rising intorest rates that would acccmweay an outflow of
gold would check such a movement. But if credit expansion by means
of paper issues goes ahead unrestrictsd by the need of redemption, either
immediate or prospactive, no effect upon interesi ratas need ensus.”

Digcussion of the inflation now existing in Europe leads to the
Q3stion ~vhether a so-called gold exchange standard might nct be employed
and tha Board's review urges that artificial methods of conirolling sxchange
OPsrationg are of no permanert value, It adds:

"Pheir inadsquacy as a means of correcting fundamental snlad just-
ments of trade balances has been made so obvious by experience and has
been a subject of such lengthy comment that it dces nol require further
elucidation., It is , however, conceivable that the si&bili zation of
exchange and the reestahlishment of a satisfactory sysiem cf internal
payments could be accomplished by a rigorous conural ovev crecit ancd
currency wvithout return to the gold standard. 3ut i1 is highly unlikely
that such control would be sufficiently rigorous and disoriminating to
prevent exchangs fiuctuations from cor.imzing 1o be of a magaituce
suf ficient to constitute a serious interfevence vith foreipn trade
It may be that the uge of the discount rate as a reans of price sitabiliza-—
tion could with vige manipulation, unizpsred ty poiitical prossurs, 08
effective in some countrims, Changss in discount rates would then act
ag a means of encouraging the expangion or farcing the con.raction of
credit-created currsncy without either an inflow or outilov o1 gold,

But such a scheme presupposes a centralized control ovar mon3y markets
that was by no means assured sven in prewvar times, and 1t also pre-
supposes a sensitive response to variations in the intsrest rate.that
implios the -existence of highly organized international marksts ‘vhich
no longer exist."
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The statement is plainly made that the grsat accumulation of gold in

United States at the presen?t tims ig giavely dc¢ .=c .Us, “.: .a.. 't
Feview stating the case as follows:

ATt is evident from all that has besn said that the "nited States
hays an interest in the iniroducticn cf scme fcrm ox gold standssd as a
means to the resumption of trade relationshivs through the sifsvtive
gtabilization of exchange. At present, furthermors, the abnormal
concentration of gold in this country is a source of Jdanger, bscuuse
it is a false guide in matiers of credit poliry - no longer an index
of the outside limit of legitimate credit sxpansion. Coansiderations
of national inteiest alons ars, thersfore, a sufficient reason for a
careful weighing of proposals looking to a redisiribution of the gold
supplies of the world and involving a return of some part of the gold
held by the United States for use slgevhers. No rpiroposals of any sort
should, hovever, be entertained until far.--reaching guarantiss of
fiscal reform have been gscured from the countries that require aid.
Otherwise the assistance would be detrimsntal to the extsnt that it
would lead to ths postponament of the necessary fiscal reforms wvhich
must be made preliminary to the rehabilitation of currency systems and
the reestablistment of stakilized exchange relationships."

) The gituation ig that it is not only possible for the United States,
Flthout any undue assumption, to bring forward proposals looking to the re-
°Stablishment of the gold standard; but it is the duty of the United States to
take the 1lead in this matter because *this counti'y has beccome =wellnigh a
Monopolist of the worid's monetary gold. With about V9§ of ithe world's
p?Pulation this country holdy some 407 of the world's gold siock. We have
llterally more gold than we have proper use for; more gold than it is good

_us to have, Senator Owsn recently declared that -ve could well spare
five hundred million dollars of our accumulated gold without in aaywiss de-
creasing the security of our currency system, 1t is vastly better that we
sh°u1d, through carefully defised measurss, calculated to conssrve every
Mteregt involved, bogin ths redistribution of this goid about the world so
hét it will be restored to its proper funciion of maintaining a sound r=lation-
sh}P bstween currency systems and the metallic standard. If ws do not do

1s in time, the inevitable operation of sconomic law will sooner or later

"gin to do it in spite of us, and perhaps in circumstances and by mothods that

result in unfortunate consequancss. Now is the time to begin praparation
I0r thig redistribution and for the restoration of money systsms., As the
°“Stodian, I might say the trustes, of the gresatest s%tock of gold that ever
Camo into tne posssssion of ons country, our duty both to ourselves and to
he world at large demands that we t{ake the lead in developing procedures

which this gold basis of a sound cuirency system may be made available to

he service of the entire businsss worid.
Ll

I have brought this plea to this gathering of btankers of the grsat
Tetropolitan and cosmopolitan city of America, becauss everyboly recognizes

. from here must go forth the most powerful and eflective impulse and

?Fection to the poli¢ias of American finance. In making an appeal to you
Eaﬁtlemen to take the broad and liberal view of thege great problems, 1 shouid

8 doing injustice to my own understanding, as well as scant courtesy to you,

I failed in generous recognition of the great services that the bankers
¥ the metropolis have rendered to the nation, to the gocvarnment, and to the

USinegg of the world in a time of extraordinary dif ficulty. The intelligant
*Eadership of metropolitan finance contributed very greatly to make possgible

Federal Reserve System. With that system established, we found ourselvas
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pl“nged into the World War, which instantly iwmposed the most extraordinary

and unprecwdented demands upon our financial gtructure. In the tremendous
®ffort of the nation %o fimince the war anl to deal wvith the era of restoration
4nd rehabilitation foilowing the war, you gontlemsnt! of ths meiropolis have
always been a sure reliiance.

As a country banker, a farmer, and a plain small-town business man,
I want to make my ackunowledgmentis to you. I -want to congiatulete you on
the fact that today, by reagon of the patriotic part you have played in these
ard years, egpecially the year just closed, there is lass of prejudice
3gaingt great finance in this country, than ever before within my recollection,
here is a groving and .most gratif ying popular recognition of the service
"hich the great banking establishments here have rendered to the couniry.
hat recognition reprssents the national tribute to the men and institutions,
®re so splendidly represanted, that have by their policies, conduct and
Cooperation so emphatically testified to the vision, the intslligence, and
the national spirit of those who have directed the forces of American finance

the leadership of the business world.



