For Release morning papers, Sunday,.Junc 18,1922,

ADDRESS OF THE COMPTROLLER OF THE CURRENCY, HONORABLE D, R, GRISSINGER,
EEFORE THE MAINE BANKERS ASSOCIATION, AUGUSTA, MAINE, JUNE 17, 1322.

‘Re CHIEF JUSTICE AND GENTLEMEN:

, I don’t lmow but that at the outset I ought to tell you gentlemen a
<lttle something of how your State is represented in \iashington. The othur
orning the telephone in my office rang and o voice which at the moment 1
didnty rocognizoe told me that the Mainc bankers ware getting togethur and
Wanted me to talk to thome I said that of course it was part of my business
"O_talk; to thc main bankers whenever they had businass with me, and any group
of them would always be welcome. There was this slight difference betwecn
Wsie I was spelling my "moin" with a small "m", while the other end of the
telephone was using a capital "™". That was the substance of the caversation,
whon it was over I mercly assumed that I had agreed to meet a group of
leading bankers, - and what banker does not estoem himself a lecading banker.
Later I found that I had been talking to Senator Hale, and had agreed to como
0 the mecting of the Maine Bankers! Associationl The difference Was mercly
the differonce betwaen a capital ™" and a small "m", but when I called wp
Senators Hale and Fernald to expostulate, and say that I didn't have tumo
come up into tha farthest north, they explained that in the best circles
Maine is always spolled with a capital ", I am- at least able to testify
that in the bright lexicon of your Senators, Maine wath a capital "M , and
Main without it, always mean precisely the same thing, and that in liashington
they don't pormit us to mkc any mistalos as to that dotail. Anyhow, vwhen
I tried to explain how impossible it was for mo to get here. thoy said my
COonvenionce was not the main considoration; that Maino was the main considera~
t"iOn, and that Iwgtould have to come. So hore I am, and if anybody has any
Rrievances about it, I recommend that he tale them to your Senators, and
ake whatever protest may be appropriate against so persistent a policy o1
looking out for the Maine chance.

Last fall I was invited by the California bankers to attend the annual
Convention of the Ame#ican Bankers! Association in their state. I was tola
& lot about the wonderful climato of California, and what a
1t was to visit in the sutumn and winter. I went ocut thero, and f .
that it was all truc. Now I find that procisely the same kind of propaganda
about the climate of Maine is being used in behalf of your gathering.

From Maino to California, fram the country that capitalizes its sum
climate to the country that lives by its winter clamate. thero docsn't appear
t0 be any section of thiswhole continont of ours, that omits especial claim
for its woathor. It isn't any wonder that Amoricans all manago t0 bo opti=
mists. Tho truth is that woe il have something to be optimistic about, and
Wo prefer to talk about that particular thing. It'sa ™
charactoristic too; as a poople, our woakness fOr that attitude of mind
constitutes onc of the reasons why we got on. Ve have just onough pess
to furnish ‘salt for the mass of optimism; and, vicwod in that way, I am not
surec but theroc is some excuse for the existence of o pessimasv. It is
Possible that at times ho serves tho useful purposc of kmaping the rest of us
from being too optimistice

The prescnt is one of thoss periods when it is poerhaps just ¢
for us not to be too cnthustiastically optimistic. Coupared vath any other



the face of the carth, our country is so well that if 1t gOt any DpeLw.er
it might have to send for a doctor and a trained murse, and go to ted.
Something that.in all scriousnsss I want to jupress on the minds of ycu
‘?nkers. Therc have beea somc signs of late that the national busincss
$tuation might improve a little too fast: menifestations of a tendency to
Tising prices in directions ~here they could reasonabiy oc considercd a
prematurc. The present is a good time to scund varning against any
general cffort to put up the prices of those nscessarics that the mass 01
Consumers nust buy, Such a movement, I fecl,would just at this juncture
likely to prove untimecly, cnd to bring urfortun~te conscquences, 1 am
3111:!36 familiar with the fact that in gencral the tendency 1s 1O bfay on 2
ing market and to scll on a falling market. But that doecsn't by any
i?ans assure that busir.ess is bound to get good ithen priccs are gctting
c‘c;g}sler! or get.worso wl.-mn prices arc getting lowver. The great buying and
uming public is not going to be brought into the market by the
I;z°gram of asking it to pay higher prices, wiacn it has already proved unablc
Pay lover ®nes.

So I want t 0 warn against ~ny tendency to vhat I believe the aconomists
Tofer to as a secondary inflation. If I understond them, we had a primary
I‘eaﬁtion during and inmec iasely aftor the war. I take it that, 1n the
{ of prices, they mean by primary inflation a general advance of prices,
0 a time when domond is greater thun supply, the purposs bzingz to chaock the
demond and therefore make the wupplies go farther.

to A sccondary inflation, I toke it, is quite a different affair; a tendewy
advance prices at a time when there is a svrplus of preoducing capacity,

a doficit in buying and consuming capacity; tho thoovy beingtiat 2as ths
gublic tends to0 buy on a rising market, the onc ocffcctive way to malkoe 1t
Wy is to make the market risc. Now, it occurs to ne that thcre arc proper
:":XC_leptions to all rules; and for myself, I do not belicve that a public
hich finds itsolf unableto buy at a lower price level, is likely to by bottor
2le to buy at a higher lovel, unless its income gocs uwp atb lecast a latvic
fastor than prices advanccee.

. I suw it anrounced the othor day that owing to the advancing

7001 there was likely to be a goneral, though for the moment moderate. increase
in the pricc of woolen clothing; that on account of the condaition of the

Cotton market, vic might anticipate some advance in the pracc of cotton fabracs,
and, finally, that scme factors in the mcetal market were disposcd to

age orders at this time, hoping thereby to sccurc batier pricss later on.

I wont to say quite frankly that I do not bzalieve that is the

by vthich to bring about a quick and permanent restoration of good timos. 1ao
Strike of buyers, the unwillingness of a great mass of the people to go into
the markets and make purchdses, docs not represent, and niast not be set down
as rgpresenting, 2 mercly perverse stote of the community kind. It represcnes
Tather an adverse state of the coammnity pocket~bcok, You can generally count
_your public to buy at least a frecly as it can afford to ouy; and you can
Pretty safely assume that vhen as a wrole your public porsists in wearing its
0ld clothes; in putting a third pair ¢f half-soles on its old shoes, and in
Etting along without a large share of the things that we comuonly regard
«S luxurics, it is taking that ~ttitud s, not becausc 1t wants L0 hurt. somob oy
Clsels feolings. not bocausc it is aninated by a desirc to make 1tself dis~

cooble, but bacause it hasn't the noncyvdth which to buy the things 1t wants



“3m

There is no use tolling me that the man ho is too hard-up to buy a new sulv

at $25, is going to rush around to the shop and buy thc same sut when he

nith it'has gone up to $35. That might be true of an occasional individual

‘ an income s0 tig thai the difference betwuen $25 ana $,5 is rather acaderic,

a‘l'ﬁ it is not true of vhole comwuaities, of the consuming mass of people at

Oftime vhen they have fallcen more or less into tho hobit of cutting the germent
expenditures in accordance with the cloth of incame.

to My unalterable conviction on this point will perhaps justify a word

st Peopls vho seom O belicve that the way to make good tames agoan 18 T

thart prices on the upgrade agoin. In my judzment, in an Sra 1ike thc proscnt,

the wiay to restore good times and good business 1s to curn out the wrsues ¢

ﬁl?ducuon and. distributiom, to get pvofits down to a basis of the utmost
deration consistont with safety, and to invite the public into the market

i t is the procedure by which we are going %0 get 1dle nonds back to work,

dle capital back to production, and striking buyers back to buying.

b L.e arc not going to restore a feeling of confidence among the people,
¥ presenting to them, day by day, novws ¢S wage rcductions 1n ~arallcl
¢olunn with announcements of advencing prices. There 1s no doubt that a
3°?d. deal of wage adjustment is z°ing to be necessary before w. Will
Prlng taings back to csvén an approximately normnl basis. None the loss,
We will not greatly improve the situation if ve wndertake to celebrato the
dowmisard read justment of wages by armmmecing vpvard readjustuent of prac
The best rule I kmow to govern the broad kind of cconomic rcad justment

is roquired at this time, is the old law of supply and demand.

\s cannot afford to forgst that law. Tacre have boen some daevelopmen
la47(313! wthich suggest, on the part of a few factors in the industrial situation,
the notion that the law of supply and demand has boen repealed
Suspended. I don't think it has becn.

My attention was called not long ago to the case of a very ¢O sidorabl
mamfacturine concern which requires constant supplics of certain basic mater-
ials. This manufacturing concern found that the domin:ting interosts in the
narket fraum which it was accustomed to buy 1ts raw materivina, - IC

to quote prices for delivery for scveral months 1n the rutulv, on tho ground
that they had alrcady tzlzon 211 the orders they could £ill wishin +hnt. veriod.
Nevertheless, the marmfacturing company found that 1t cou A onito casily go
into tho mariet and buy all its requirements of the ¢ ~me basic material, from
Subsidiaries of the big interests, provided 1t would pay an increase over

the curront price. I am not impressed that tnis reproes nts sound businoss

Policy, and I want to raise my modest v01Ce ageinest 1t.

It +ould bo an ecgregious blunder to assume thot such an
as I have just given was typical of a gonieral tendency av th
I - convinced that such cases are decidadly cxceptional. I think they
ought to ba still more exceptional.

I appeal to and through you bankers of the sound
State of Maine, for policiss of safety nd moderation 1n vause
4111 b2 2bles to cxerciss, as YR always (.0, & wide auu potent influence
ta: business development of tho communit, -« & wewmeo- o) carnestly urge thot
tast influcncs be directed tO cstablish wd maintain such rclations batwsca
oToduction and consumption 28 7111 be haacotly promotive of both.



It is rathed too casy for a country, situatcd as 1s ours. to .all int
the mistalic of assuming that with our enormous wealth, tremendous producing
Capacity, and wide renge of notural resources, We can safely regard Oursciv.
as wellnigh sclf-contained, and thercfore capable of standing alone,
own conomic basis, before the world. ic arc fortunate, as a nation. 1n aid
these recgards; but we arc not so completely gelf-contained, so independent
the rest of humankind, bhat we can afford to sct wp standards competely or Ou.
wm, regardloss of the standards which prevail in other countrias.

The otner day I noted the announcement of a single importation of gold
amounting to thirty-cight million dollars, said to be the largest amount O
bullion ever brought tothis country in o single shipment. It cane, o
from Burope; it came from a Europe which alrcady has so little gold tnat 1t
is expericacing the utmost difficulty in maintaining, cven in the most fort
nate countries, a scrious pretense of a gold monctary standard. That gold
Was brought for the purposc of, paying balances to our country. It was brougn
to a country wnich alrcady has morc gold than is good for it, and .a1ch ought
both in f-irnsss to its own businessand in intclligent treatment of its cus-
toniers in other parts of the world, to dcsire a more cquitable and logical
distribution of the world's stock of gold. Ther:s is an inevitable tendency,
in this cxpansion of the gold supply, to cause increnscs of prices without
%ﬁe regard to a corresponding increase in the ability of thc poople to0 pay

Cm.

Thoe national situation as to employment of labor has beon steadily
improving. But we all kmow that in patt this improvement has be.n wud to
the patriotic willingness of amny cmployers to strain a point and give the
Utmost cmployment for the sake of the general wolfarc. If thoesc CIIOrT
are to be more or less nagatived by rceason of prematurce advances of pricecs
and consequent reduction of the public's ability to buy, tad benefits
be only temporary.

Particularly is there rcason to urge on carnsst cffort against advance
of the consumer's .rices, if that advance is not to be so distritmt d
glve 2 fair share of its benofits to the farmer. He has been going through
a hard and gruclling cxpcrience, and with a crop just coming to the harvest,
?1@ looks out on a prospect of sclling his yicld at prices vhich will not make
him at all cheerful about paying morc for the things he must buy.. e want ths
new prosperity, which I am confidence is not wery far ohcad, to be distribute
to all thapeople. If it is not pretty fairly distributed; especially, if
any great and essontizl scctions of tho population are denied their sharc,
then wo will sse an umccessary md incxcusable delay in the rosumption of

better business conditionse.

In saying these things, I would not be understood as picturing ony
general conditions which are working in the wrong direction. Ua c
the great niass of influsnces, the overwhelming array of factors, ara making
Steadily for better conditions. Thore is cvory reasca for assurancoe. The
country, and I am very hopeful, tiac .;orld. have passcd through the ha
part of the post-war rcadjustncnte .C neod only to hold sccurely to
inch of ground we occupy on the upward vaye If we do0 that, we will all
be amazed at the vista of assurance, solidity, safcty and prosperity th.v
Wwill presently be unfolded to our vision.



