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PUTTING THE AMERICAN HOLLAR AT PAR ABROAD.

SPEECH

OF

HON. ROBERT L.OWEN,

O F OKLAHOMA,
In the Senate of the United States,
May 1, 1918.

PUTTING THE AMERICAN DOLLAR AT PAR ABROAD.

Mr. OWEN. Mr. President, on Monday, April 22, 1918, ap-
peared an ostentatious article with big headlines explaining
“why the Federal Reserve Board allows United States cur-
rency to remain at a discount abroad, as explained by F. I.
Kent.” Mr. Kent delivered this speech before the National For-
eign Trade Council at Cincinnati. Mr. Kent is in charge of the
Foreign Exchange Division under the Federal Reserve Board.
He is said to pass on all foreign exchange transactions. In this
article Mr. Kent argues against putting the dollar at par. The
article, in my opinion, in its argument that the dollar should
remain at a discount abroad, is adapted to serve the German
interests, because tbe effect of it is to prevent the American
dollar buying its full value in neutral countries, and just to the
extent that the American dollar is deprived of its purchasing
power to that extent the taxes of the American people and their
sacrifices in this war will be rendered abortive, unproductive,
and useless.

If it is a good thing, as Mr. Kent thinks, that the dollar
should be at 30 per cent discount, as it is at present in Spain,
then it would be a better thing, according to Mr. Kent, to have
it at 50 per cent discount, or at 60 per cent discount, and the
bigger the discount the better for the American people. It is a
“ reductio ad absurdum.” The argument is false and serves
Germany'’s interest.

Mr. Kent is posed in the press as a scientific expositor on
foreign exchange and as a man “ in high authority.” | have
carefully examined his article, which opens with the following
paragraph:

The cry of the orator for a dollar at par throughout the world may
be valuable in time of peace as commercial propaganda, but it has no
place in time of war, particularly with a world's war, such as exists
to-day.

Among others | have been crying “ for a dollar at par,” as
the chairman of the Banking and Currency Committee of the
United States Senate. A dollar at par abroad is just as im-
portant as a dollar at par at home, precisely in degree to the
American business involved.

Mr. Kent's advice is injuring America, and thereby serving
Germany, and on behalf of the American people—whatever
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the good purposes of the advisor—I denounce the advice as
hostile to the interests of America.

Keeping the pound sterling at par “ has a place” in Great
Britain’s policy.

Keeping the India rupee at par “has a place” in East India
policy, and the United States Senate and House of Repre-
sentatives passed a bill, at the request of the Treasury De-
partment, to melt 350,000,000 of silver dollars, among other
things, to preserve the parity of British currency in India,
which German propaganda was deliberately trying to break
down.

The advice of foreign exchange expert. Mr. Kent, that the
cry of a dollar at par has no place in time of war | shall an-
swer. and will show the utter fallacy of his arguments, which
are so misleading and so certain to injure America.

Any man who argues against doing what reasonably lies
within our power to put the American dollar at par is giving
advice injurious to the United States, even if he be in charge
of the Foreign Exchange Division under the Federal Reserve
Board. The National Foreign Trade Council needs better ad-
vice than it got at Cincinnati from Mr. Kent. The United
States Treasury needs a new set of advisers, because their ad-
visers are advising against the interests of the people of the
United States, and | am not willing to be silent when this
injury to America is being perpetrated.

The President of the United States is in favor of keeping the
dollar at par, notwithstanding Mr. Kent.

The Secretary of the Treasury is in favor of keeping the
dollar at par, notwithstanding Mr. Kent.

The Assistant Secretary of the Treasury, Mr. Leffingwell. is
in favor of keeping the dollar at par, notwithstanding Mr.
Kent, and the chairman of the Committee on Banking and
Currency of the Senate, and the chairman of the Banking and
Currency Committee of the House of Representatives are both
in favor of keeping the dollar at par.

The obvious reason why the dollar should be kept at par
is that we are compelled to buy many necessities for ourselves,
as well as for our allies, of neutrals, and to that extent we must,
in making war purchases, have our dollar buy as much as
possible, and not as little as possible. Any person of good sense
might understand this unless his brain had become hopelessly
confused in the tangle of his excessive knowledge as an expert.

Let us examine this expert’s advice. The first argument made
by Mr. Kent is as follows:

The United States, in order to carry out her part in the war, is going
to be obliged to supply from her own resources and from those of many
other countries of the world commodities to the value of many billions
of dollars. Regardless of her great wealth, there is a positive limit to
her ability to furnish such supplies In order to win the war she must
be in a position to do so for a longer period than the enemy The
length or time that she can continue to furnish needed supplies will
depend upon her ability to conserve her resources.

And Mr. Kent thinks we can conserve our resources by selling
go:? dollars in Spain for 60 cents, instead of selling them for a
ollar.

The simple truth is that to the extent we are required to buy
from neutral countries we should control the shipments from
them to our actual necessities, and this we can do under the
existing law. We can and do control our exports in like man-
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ner under existing law. Great Britain and France do the same.
And France, who has borrowed funds from Spain at 7 per cent
to meet her balances there, sets a suitable example to Great
Britain to do the same thing.

It is better for Great Britain and France, and for the United
States, for that matter, to pay 3 or 4 per cent interest above
the normal rate than it is to pay a 40 per cent discount, and
anybody should be able to see this, especially a person engaged
in conserving the resources of the United States, which Mr.
Kent so anxiously desires to do. It is better to pay 6 per cent
or 7 per cent or 8 per cent in Spain for money or on Spanish
balances here rather than to compel our importers to pay 30
and 40 per cent for money in Spain. It comes back immediately
upon our own consumers. It comes back upon them with the
merchant’s profit added. Great Britain understands this per-
fectly well, and so does France, and both of them are making
strenuous efforts to place credits in Spain for the purpose of
putting their own currency more nearly at par; and an attempt
is being made now by the Treasury Department, on our behalf,
to do the same thing. In other words, the Treasure Department
is trying to do now what Mr. Kent, the Treasury expert, argues
it is against our interest to do. They are trying to put the
dollar at par, and Mr. Kent is arguing before the country that
its dollar ought to be at a discount.

Mr. Kent argues that our interest and that of our allies de-
mands that we maintain such commercial relations as will
enable us to continue the purchase of neutral commodities con-
stantly for a long period. And he argues in consequence that
by this system—

. We will also be helping to keep the countries with which we trade

in a healthier financial condition, which should be of great benefit in
helping us to find a market for our goods when the war is over, R

Selling Spain American dollars at 60 cents on the dollar would
certainly serve to keep Spain in a healthier financial condition,
but at our expenses, and at our serious expense. It is unpar-
donable to permit our gold dollar to be at 40 per cent discount.
It is shameful to the United States, and | shall not submit to
it if | can help it.

Mr. SHAFROTH. Mr. President------

The PRESIDING OFFICER (Mr. curtis in the clufir).
Does the Senator from Oklahoma vyield to the Senator from
Colorado?

Mr. OWEN. | yield.

Mr. SHAFROTH. The proposition which is made is. it
seems to me, so absolutely void of any reason, that | should like
to know whether Mr. Kent gives any other reason.

Mr. OWEN. | shall put the article in full in the Congres-
sionat Record, and | invite Senators to read it. It is abso-
Iutelﬁ shameful and disgusting. It has no argument in it
worthy of the name.

Yet this man as an expert of the United States Treasury goes
out and addresses a great convention of business men in"the
United States to persuade them that the dollar should be kept
at a discount. The President wants our dollar at par; the Sec-
retary of the Treasury wants it at par. and this alleged expert
argues against having it at par. As the Senator from Colorado
said there can be no reason why the dollar of the United States
a dollar worth par in gold, should be selling at 60 cents on the
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dollar in Spain. There is no just reason for it. It is because
the dollars we have loaned to our allies have been used in large
part to meet the trade balances due to Spain for the Spanish
commodity shipments to Great Britain and France, and because
our own purchases here by our own importers compel our peo-
ple, our importers, to have a certain limited number of pesetas,
and the banks control the supply of commercial bills in pesetas
and are speculating upon them and compel our importers to pay
any price that they please. That is the reason of it It is all
right from the bankers standpoint, but it is highly offensive to
a good American. X e .

t is argued that the United States will find it advisable to
curtail its exports to neutral countries and to hold our imports
within reasonable limits, and says:

An adverse exchange rate is the key to such force, and is a great
regulator of trade. It puts such difficulties in the way of our imports
that without other pressure we endeavor to do without them in so far

as possible

Certainly if our gold dollar buys 60 cents’ worth in Spain, our
merchants do regard it as a serious difficulty, because they
must impose this excess charge on Spanish commodities on their
own consumers, with the merchants’ profit in addition. It is
a very serious difficulty, obstructing trade, interfering with
legitimate commerce. It is precisely for this reason that such
a difficulty should be removed, and imports and exports con-
trolled by our other mechanism provided by law by means of a
license system. We provided for that by a license system.

To argue that this obvious evil is a benefit because it is a
means of preventing Americans from buying their necessities
is illogical and senseless. The things they are obliged to have
they will buy at the market cost. The purchase and sale of
things nonessential to war can be and has been stopped by the
license mechanism otherwise provided by law.

The discredited American gold dollar puts the United States
in the attitude of having its currency dishonored and its finan-
cial credit abroad impaired. It gives psychological encourage-
ment to the German and psychological discouragement to the
allies. It has no commercial sense in it for the reason that just
as France borrowed money from Spain at 7 per cent—3 per cent
above the normal—and to that extent avoided the tax, we
could borrow and avoid the tax we pay of 40 per cent on im-
ports. It is better to pay 3 per cent per annum than 40 per cent
with each turnover. The merchant keenly feels this. A bank
expert does not. His class profits on fluctuating high exchange
rates.

Mr. Kent's article emphasizes the fact that the Federal Re-
serve Board, through its Division of Foreign Exchange, knows
the exact cash balances each Wednesday night which every
country in the world has in the United States, and he states
that the neutral countries are putting heavy balances into the
United States. If this is true, then these balances have been
transferred 10 the United States by bankers by the sale of cred-
its acquired in neutral countries (by the sale of their commodi-
ties. payable in terms of their own money), and the New York
bankers may sell such pesetas at a high rate to merchants com-
pelled to compete injuriously for such pesetas or croners or
guilders. 1 would discourage this profiteering. Mr. Kent's
advice would encourage it. | look at the problem from the view-
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point of the importer, exporter, consumer, and producer. The
banking expert looks at the problem from the opposite side.
His class profits on fluctuating exchange.

Moreover, the neutral countries are voluntarily sending their
balances to America, which is the only thing required to bring
the dollar immediately to par if sufficiently encouraged, but Mr.
Kent is opposed to encouraging the putting of the dollar at par,
if his general thesis be correct. While it is to our obvious ad-
vantage, as Mr. Kent says, to encourage these countries to put
their balances in the United States, what lecomes of Mr. Kent's
argument that it is to our advantage to keep the dollar below
par when he would encourage these balances which would bring
the dollar to par. The one argument contradicts the other.

We can put the dollar to par in several different ways.

First, by forbidding the sale of pound sterling for dollars
and compelling the Spanish merchants to buy dollars with
pesetas. And this only means limiting arbitrage until the
dollar reaches par.

Second. We may accomplish it by placing United States
bonds payable in pesetas in Spain, and thus buy pesetas neces-
sary to meet the urgent, though limited, demand of our im-
porters.

Third. We can accomplish it by encouraging what Mr. Kent
says is taking place without encouragement. That is, encour-
aging foreign banks to keep balances in the United States at
interest, and we can afford to pay them 6 per cent or 7 per cent
for such balances, rather than compel our merchants to pay 40
per cent for exchange and the customer in the United States
40 to 50 per cent for commodities.
~Moreover, if the dollar was at par; if the policy of the United
States was to keep the dollar at par, these balances of neutral
countries would greatly expand, because then foreign bankers
would know that they would not suffer any loss in the future
by the depreciation of the American dollar by this adverse ex-
change. When they know that they will get their principal
back with interest in terms of their own currency at par thev
will deposit their balances here more readily.

Fourth. We can bring the American dollar to par by impos-
ing an extra tax on goods required by Spain, putting the export
tax at the currency rate of the exchange, whatever it is. It
would not take Spain long to discover the wisdom of exchang-
ing pesetas for dollars at par, but | do not believe in such a
friction-arousing policy.

Fifth. Another way to put the dollar at approximate par is bv
negotiating with the Government of Spain, with the cooperation
of France and Great Britain, and seeking their just treatment as
a matter of amity and commercial decency. This, however
would require a constant series of negotiations, and while of
value, is not of as much value as using the absolute power which
we have to require commercial justice through the regulation of
individual transactions.

It will be remembered we put upon the finance-corporation
bill a provision that those bonds might be issued in terms of for-
eign money, and we put in the third liberty-loan bill that the
bonds of the United States might be issued in terms of foreign
money, so that a person acquiring those bonds in foreign coun-
tries would know he would get his principal and interest back
without the discount of an adverse exchange rate. Congress did
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that very thing for the purpose of bringing the dollar to par,
showing that the Senate of the United States desires to put the
dollar at par, that both Houses desire to put it at par, and yet
this expert of the Treasury is advising the bankers of the United
States and argues in favor of keeping the dollar at a discount.

The Congress of the United States expressly authorized the
President of the United States not only to embargo gold and
silver, if desirable, but also to embargo credits; and when we
put an embargo on the sale of dollars for pound sterling and
compel Spain to buy the dollars she requires of us with pesetas,
thus giving us pesetas in exchange for these dollars, we have an
immediate remedy without dealing unjustly in the slightest de-
gree with Great Britain.

Because Spain imported from us last year $92,000,000 of goods
and we imported from her only $36,000,000, she owed us on a
net balance $55,000,000. Yet the American dollar has come to
so low a level that it only brings 60 cents in Spain, when, in
point of fact, if we compelled Spain to buy her dollars from us
exclusively we could make a dollar worth 60 per cent above par,
because she is obliged to have our dollars.

Our loans to our allies have been injuriously, if not wrong-
fully, used against us. On May 21, 1917, in Des Moines. lowa,
Hon. W. G. McAdoo delivered at a meeting of business men and
bankers of lowa an address, in which he explained that the
loans already authorized to be made our allies of $3.000,000,000—
and that was enough to consume our credit trade balance for
that year—would go to “ five billions or six billions,” and said in
relation to the bond issue: “ This money is not going to be taken
out of the country. All of this financing is largely a matter of
shifting credits; it is not going to involve any loss of gold; it
is not going to involve any loss of values.” and so forth.

The money was taken out by hundreds of millions. We
shipped, | understand, 80,000,000 gold dollars to Spain last
year, through London. Spain owed us $55,000,000. We let
Great Britain have that $55,000,000 to pay Spain, and we fur-
nished $88,000,000 more of our gold to pay British balances
due Spain; and on top of that our dollar has been permitted
to go to a tremendous discount, and every dollar we buy now
is costing our consumers 50 per cent more than it ought. In
our normal purchases in Spain it would cost us one-hall of
$36,000,000, or $18,000,000, per annum. In that one country
there is a great net loss to America. Is that to the advantage
of the United States in a great war? It is against the interests
of the United States, it is in the interest of Germany, and |
object to it most seriously. | filed my objection in the Treasury
Department. | argued this matter before the Federal Reserve
Board, with Mr. Kent present, and Mr. Kent told me to my
face it is better for the dollar to be at a discount. That argu-
ment was made in the Federal Reserve Board room; and, after
| presented the answer fully on the floor of the Senate, to
have this expert go out in the United States carrying on a
false propaganda is unendurable and ought not to be per-
mitted by the Government of the United States.

The money was taken out by hundreds of millions, involving
loss of gold and of values, and then Congress passed an act au-
thorizing the President to control the sale of dollars or transfer
of credits. The President put the power in the hands of the
Secretary of the Treasury by his proclamation of October 12,
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1917, and Mr. McAdoo trusts it, apparently, to Mr. Kent, who
now seriously argues against keeping the dollar at par, as the
President and the Secretary of the Treasury desire, and as the
Congress desires it shall be done.

We must stand by our allies, and we can do so and still
protect the dignity of our own currency. We ought to protect
the American dollar, and as economically as possible. We can
be as generous as we please with our allies and still preserve
the honor and dignity of the American dollar.

What was the anxiety shown by the British Government a
few days ago when an appeal was made to us for $350,000,000
of silver. It was to keep the rupee at par. Did Great Britain
think it important? She thought it vital. The rupee was being
put below par by a well-organized German propaganda in
India. | will not stand for any propaganda to put the Ameri-
can dollar below par for this country; | do not care what the
motive of the man is. and | assume, indeed, | am glad to be-

lieve, that his motives are not bad. | do not think his motives
are necessarily bad. | merely think that he lacks common
sense.

If necessary for us to borrow from these neutral countries
who are without effort placing their balances here and paying
them a high rate, 6 per cent, 7 per cent, it would only be 2
or 3 per cent margin per annum on enough money from the
Spanish banks to pay foi our imports from Spain at par, whereas
Mr. Kent would advise us to pay 40 per cent discount on our
goods shipped from Spain as a means of winning the war. It
iIs bad advice, and if Mr. Kent does not know better he ought
to be retired. If he does really know better—and | do not think
he does—he ought to be indicted for aiding the enemy.

It is a serious thing, putting the dollar at a discount. It is
a veiy serious thing. Suppose the American dollar were to
fall to a discount to-day in the United States, what would it

RIGME. Thdt i whad it bRy et 1£oNalI RN I%n e
every contract in the United States would be suddenly thrown
upon a fictitious basis and dislocated. It would mean the most
complete upset of all our business life. Every man knows that
aad y'e have taken infinite pains to store up gigantic quantities
of gold for the purpose of keeping the American dollar at par in
the United States, so that everyone who deposits in our 25 000
banks should know that he can get his deposit in gold on'de
maud. To say that the dollar should be at a discount abroad
while it is at par at home has no logic, has no justification and
is mischievous in the highest degree.

Mr. Kent emphasizes the fact of the bank balances of neu-
tral countries piling up in the United States; also that the
neutral countries have stripped themselves of commodities
to sell them at a high price to Germany, and they must after
the war look to us for commodities. This is true- and it
means that the normal demand for commodities from Amer-
ica after the war would give us the equivalent of probably
in excess of an annual commodity trade balance of a thousand
million dollars. In addition to this will come interest char ms
from Europe amounting to a half billion more, and in addition’to
this will come the mercantile marine freight credits of American
ships, so that America may be expected to have a flow of balances
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due her amounting to two or three billion dollars per annum
after the war is ove

All of these neutrals will need their trade balances then in
the United States, and they need, and they know they need,
them now to begin the arranging of credits in America to supply
them with needed commodities after the war, for America will
be In a position to control commodities all over the world be-
cause of the balances which will be due her.

Mr. Kent does not see that these facts comprise an overwhelm-
ing argument why the dollar should go to par and stay at par.
because the necessity of the world for the American dollar will
be gigantic. We have the right to anticipate their needs for
this dollar and place our own bonds abroad and invite neutral
balances here. Indeed, our trade balance last year was $3,000,-
000 000 That must be paid with dollars, or commodities, or
gold, or securities. Indeed, it forms the basis upon which the
American dollar would go to a premium if it were permitted to do
so, which we ought not to allow, however, as the dollar should be
used as a standard measure of value, never varying, utterly de-
pendable”, the standard of value throughout the world, if we
want money to protect every other place as the financial center
of the world.

The bankers should not be permitted to tamper with our
financial yardstick, even if they do profit by it or profiteer bj
it, as | verily believe some of them are doing now; | hope not
with Mr. Kent's knowledge.

Mr. SMOOT. Will the Senator yield?

Mr. OWEN. Certainly.

Mr. SMOOT. | am véry much interested in what the Senator
is saying, and | think it would be good if the American people
generally understood the situation. | wish the Senator would
also add to his remarks that it is not only the banks in Spain
that are profiting by a depreciated United States currency, but
speculators, and the speculator to-day is making all the way
from 20 to 25 and 30 per cent on every dollar of foreign-

=currency bills that he can secure.

Mr. OWEN. | have no doubt that is the case, but we ought
not to allow a condition to remain where this kind of thing can
be done at the expense of the American people. That is the
point I am making.

Mr. Kent justifies our gold embargo and enlarges upon our
exact knowledge of balances held by neutral countries in
America. This is the end of the argument of Mr. Kent in telling
why the Reserve Board allows United States currency to re-
main at a discount. His alleged explanation of three columns is
no explanation whatever. It explains nothing. And the lauda-
tory headlines of the article, with its boast that it is a scientific
exposition is utterly inaccurate but very serviceable as a piece of
propaganda. He makes no adequate or convincing explanations
whatever to justify keeping the dollar at a discount.

The utterly fallacious argument has been made that while
importers lost heavily exporters gained.

That argument appears on page 158 of the Federal Reserve
Bulletin of March 1, 1918. As a matter of fact, an exporter
neither gains nor loses. A man who takes a thousand dollars’
worth of goods from New York to Barcelona gets his $1,000, and
if he pays the freight and commission he gets his freight and
commission back and $1,000. If he gets 3 pesetas for a dollar
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he immediately sells his pesetas for dollars and gets the dollars
bfactlﬁf tand it comes out the same $1,000; and that is all there is
0 at.

As a matter of fact, in a country where the currency is depe-
ciated workmen are temporarily paid less and goods are made
for less and exports are stimulated by this fact of the goods being
made cheaper at the expense of labor.

lhat is an old truism in the doctrine of international ex-
changes, explained by various writers, and a school boy who has
studied international exchange knows about it. But this is a
transitory matter and has no relation to the United States be-
cause the dollar in the United States has not depreciated. Labor
is not underpaid in the United States ; goods are not selling below
a normal profit in the United States. The contrary is true of
Germany. German labor is underpaid, her currency at home has
depreciated, and she is making goods cheaper than they can be
made in Sweden, but at the expense of her own German work-
men, and Germany is thus underselling the manufacturers in
Sweden. Sweden is on the point of passing a tariff act to exclude
that advantage over Swedish manufacturers gained by Germany
at the expense of the poor, underpaid German workmen. While
that appears in the Federal Reserve Bulletin, it affords no
justification in keeping the American dollar at a discount because
we gain no advantage in exports.

Mr. Kent is advertised as having complete control of all
foreign-exchange transactions. If he had exercised the powers
given to the President and restricted the transfer of United
States credits abroad, the American dollar would have been at
par now. It can be brought to par within a very short time in
most of the neutral countries.

It is perfectly plain to any man who will follow this with the
east attention. If we forbid the sale of dollars for pounds
sterling, then the only way Spain can get dollars from us to
pay her $92,000,000 of bills to us is to buy dollars from our
market by the sale of her commercial bills in payment for shin-
inent from the United States to Spain. Spain would have, then,
to buy $92,000,000 worth of dollars from us, less our purchases
of $36,000,000 of commodities from Spain. urcnases

Mr. SMOOT. Or send gold for it.

Mr. OWEN. Or send gold for it, and therefore our dollars
would immediately go to par. They would go to par inside of
a week. Congress gave that power to the President, and he
gave it to the Secretary of the Treasury, and the Secretary of
the Treasury gave it to Mr. Kent, and Mr. Kent advises us now
not to do it, notwithstanding the President wants it done and
Congress wants it done.

Mr. GALLINGER. Mr. President------

Mr. OWEN. | yield to the Senator.

Mr. GALLINGER. If the Senator will pardon me, | ought
to have understood his statement concerning Mr. Kent but |
was engaged otherwise. Will he state who Mr. Kent is?’

Mr. OWEN. Mr. Kent has charge of the foreign-exchange
business of the Federal Reserve Board, and he visfes the trans-
fers of credits from the United States. Congress authorized
the President to control the transfer of credits from the United
States. The President authorized the Secretary of the Treas-
ury to discharge this function. The Secretary put Mr. Kent in
charge, and Mr. Kent tells us it is better not to do it.
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Mr. GALLINGER. So Mr. Kent in a sense speaks officially;
that is, he is an official of the Government?

Mr. OWEN. Yes; he is supposed to speak officially; but |
insist that he is misrepresenting the officers who are in control
of that department. | am satisfied from what he has said to
me that the Secretary of the Treasury wants to put the dollar
at par.

'Iphe Spanish Government in 1916, finding that there was
danger of Spanish credits and Spanish commodities migrating
from Spai-i to furnish the sinews of war to the belligerents,
passed an act prohibiting the placing in Spain foreign or
Spanish securities except with the approval of the council of
ministers. | wish, without reading, to put the Spanish royal
decree and act of the Cortez in the Recora for the information
of Senators. | will not take the time to read it.

The VICE PRESIDENT. Without objection, permission to
do so will be granted.

The matter referred to is as follows:

[Translation.]

ROYAL DECREE.

In accordance with the council of ministers, | hereby authorize the
minister of finance to present in the Cortes a project of law prohi i
the introduction into Spain of foreign securities without the authoriza-
tion of the Government.

Given in the royal palace this 14th day of June, 1916.

Alfonso.

The Minister of Finance, Santiago Alba, to the Cortes:

The abnormal conditions controlling the economic life of all countries
in consequence of the present European war demand in our own country,
as in others, the adoption of measures of an exceptional character to
prevent, as far as feasible, the emigration of Spanish funds to the detri-
ment of the development of national wealth, and the withdrawal from
the State of the means for carrying out, at the proper moment, such
credit operations as may be demanded*by public interests.

Bearing these considerations in mind, and without forgetting that
measures of this nature must always have such elasticity as may permit
the Government to alter them as the case and circumstances may de-
mand, the undersigned minister, in accord with the council of ministers
and with His Majesty's authorization, has the honor to submit to the
deliberation of the Cortes the following

PROJECT OF LAW.

Article 1. After the promulgation of the present law, and until a date
which shall be fixed by decree agreed upon at a council of ministers,
there shall be prohibited : Announcing, issuing, putting in circulation or
for sale, pawning or introducing in the Spanish market securities of tin-
debt and other legal tenders of foreign governments, as well as stocks,
obligations, or titles of any kind of companies or corporations not
Spanish.

Nevertheless, on tne proposal of the minister of finance, the council
of ministers shall be able to grant, in respect to provisions in the pro
ceding paragraph, the exemptions he may judge proper.

Article 2. The Government likewise, on the proposal of the minister
of finance, may prohibit the introduction into Spain of Spanish securi-
ties. of corporations or societies, also Spanish, whenever these stocks are
domiciled abroad. Those who desire to introduce them are hereby
obliged to report to the Government as to such introduction and destina
tion.

Article 3. The violation of the present law shall be punished with a
fine of 1.000 to 10,000 pesetas, and in case of repetition, with a tine
of from 10,000 to 2r>.000 pesetas.

Article 4. The minister of finance will dictate the proper orders for
the execution of this law.

Madrid, June 14, 1916.

Santiago Alba,
The Minister of Finance.
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Mr. OWEN. It was precisely the same principle which
caused Congress, as a war measure, to pass the trading with
the enemy act, approved October 6, 1917; among other things
the act providing—

That the President may investigate, regulate, or prohibit wunder
sueh rules and regulations as he may prescribe, by means of licenses
or otherwise, any transactions in foreign exchange, export or ear-
markings of gold or silver coin or bullion or currency, transfers of
credit in any form (other than credits relating solely to transactions
to be executed wholly within the United States|| and transfers of
evidences of indebtedness or of the ownership of property between
the United States and any foreign country, whether enemy, allv of
enemy, or otherwise, or between resident of one or more foreign coun-
tries, by any person within the United States; and he may require
any such person engaged in any such transaction to furnish, under
oath, complete information relative thereto, including the production
of any books of account, contracts, letters, or other papers in con-
nection therewith in the custody or control of such person, either
before or after such transaction is completed.

Why? For the very reason that | have mentioned, so as
to prevent credits migrating from the United States, unjustly
and unfairly to us, and putting our dollar below par abroad.

It was the same principle that caused Congress to pass the
espionage act, approved June 15, 1917, which among other
things provides—

<finuEC+w tN A’ (luring the present war the President shall
,.n" Jrat ; safet-y 80 require, and shall make proclama-
#*v.eo rr unlawful to export from or ship from or take

out of the United btates to any country named in such proclamation
any art'cle or articles mentioned in such proclamation, except at such

0-1 arul aader such regulations and orders, and subject to
such limitations and exceptions as the President shall prescribe, until
otherwise ordered by the President or by Congress: Provided, twicever,

of anotherefeleDCe Shall b° given to tlle ports of one State over those

tt ° n Jetober the President vested in the Secretary of
f.le ireasui'y the control of foreign exchange, exporting, gold
ansfer. credits, etc., in the following terms:

tration''(!"/nrfvrinwnJI? Secretary of the Treasury the executive adminis-
tinn in fnroicrn investigation, regulation, or prohibition of any transac-
Jr buhion Of eurrem T veXpOrt' "earmarking of gold or silver coin,
credits relatfn” «ot«ivy'td ~ sfers credlt in any form (other than

the Tiniteri stnfea iJh J transactions to be executed wholly within
the United states, and transfers of evidences of indebtedness or of the

n oL ?r<lPefW " tween the United States and any foreign coum
tiy, or hitween rtsidents of one or more foreign countries, by anv per-
son within the United State* ; and 1 hereby vest in the Secretary of the
(treasury the authority and power to require any person engaged in anv

to furnish under oath complete information relative
thereto, including the production of any books of account, contracts
letters or other papers in connection therewith in the custody or control
of such person, either before or after such transaction is completed.

At tlie same time the President vested in the War Trade Board
the authority to issue licenses for exports or imports in para-
graphs 2 and 3 of his Executive order of October 12, 1917 in
the following language:

I hereby vest in said board the power and authority to issue licenses
gia'h terms and conditions as are not inconsistent with law or to
withhold or refuse licenses, for the exportation ot all articles exceDt
coin bullion, or currency, the exportation or taking of which out of the
United States may be restricted by proclamations heretofore or here
after issued by me under said Title VII of the espionage act
1 further hereby vest in said War Trade Board the power and au-
thority to issue, upon such terms and conditions as are not inconsistent
with law. or to withhold or refuse, licenses for importation of ah articles
the importation of which may be restricted by any proclamation here
after issued by me under section 2 of the trading with-the-enemy act

The President of the United States, the Secretary of the
Treasury, and the best bankers, and various international ex
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perts with whom | have discussed this matter are convinced
of the wisdom of maintaining the dollar at par. The only diffi-
culty having been the means by which to accomplish it. 1 re-
gard it as grossly unbecoming in Mr. Kent to attempt to create
public opinion in favor of keeping the dollar below par. Such
conduct | regard as disloyal and insubordinate to the Presi-
dent's wishes and deserving a stern rebuke. Mr. Kent should
devote his knowledge in suggesting and perfecting plans by
which the dollar could be put at par and the Reserve Board and
the Treasury Department officials should find a means of thus
protecting American interests, and Mr. Kent's conduct in going
before the National Foreign Trade Council and attempting to
mislead public opinion | regard as very reprehensible.

In my judgment the Secretary of the Treasury should dismiss
Mr. Kent from office as unfit to advise the Treasury Department
of the United States. It is this kind of advice, the advice of
the banker who thinks in terms of interest, or profit and of com-
missions, that is calculated to mislead the Government officers.

Some banks profit by fluctuating exchange rates, and some
banks profit by speculating in exchange rates, by acquiring for-
eign credits at a low rate and selling them to our merchants
who are compelled to have foreign credits in foreign currency
at a high rate. The bankers, however, should not prevail over
our importers and consumers.

Mr. GALLINGER. Mr. President, alluding to Mr. Kent, |
will ask the Senator from Oklahoma if he has knowledge as to
whether or not any member of the Federal Reserve Board in-
dorses Mr. Kent's views? It has been suggested, or at least |
have heard it suggested, that at least one member of the Federal
Reserve Board was in harmony with Mr. Kent.

Mr. OWEN. | think that the influences surrounding Mr. Kent
have been persuasive with some members of the board. | should
not like to quote their names, unless they wish to put themselves
on record with regard to it; but | think one or two members of
the board have been led to that belief; and it is perfectly ob-
vious that they have been grossly misled.

Mr. GALLINGER. | do not wish to mention any name
myself, but it has been suggested to me that such is the fact.

Mr. OWEN. | think it is the fact. That is the reason why
I regard this advice as particularly mischievous, because the
members of the Federal Reserve Board who have lived only
within our domestic lines, who have not been engaged in inter-
national banking, and who have had no particular reason to
have studied this matter, necessarily would rely upon such
alleged expert advice; | should not be inclined to blame them
for accepting the opinion of a man whom they regard as very
high authority; but when | see the advice is wrong | feel it
my duty to the country to speak out and show why it is wrong,
because it is injuring American interests in this war, and | do
not think we ought to permit it.

I submit a statement of the exports and imports from the
neutral countries of Europe with the United States, showing a
net balance due us of about $200,000,000 last year. These bal-
ances must increase because those countries have denuded
themselves in large measure in supplying the belligerents
around them, and they have to call on us more and more for
supplies.
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Balance of trade in the commerce of the United States tcith the neutral
countries of Europe during the calendar year 1917.
Excess 0.—

Countries. Imports. Exports.
Imports Exports.

2977, 453 $32,388,864 531,411,411
Netherlands . 22,744,504 90,520,301 67, 775, 797
Norway 6,281,233 62,866,850 56,586,617
Spain.. 30,881,030 92,469,320 55,587,690
Sweden 18,000,487 20,900,854 2,831,367
Switzerland. 19,834,008 19,502,045 $332,623

I lie international credit trade balances to the neutral coun-
tries of Europe were large, and they received in lieu thereof
gold and credit and securities, the securities being merely a form
of credit. The Government of the Uuited States can control
both imports and exports under the law. It can, as far as the
neutral countries are concerned, immediately bring the dollar
to par, because they owe us more than we owe them, and we
only need to require them to buy the dollars they owe us in
terms of their own currency to give the American consumers
the benefit through tlieir merchants of foreign currency at par.

Inducing the foreign banks to place their balances in the
United States directly is another way to do it to accomplish
the same end.

Selling United States bonds in these neutral countries is an-
other way to accomplish it.

All of these factors should be employed and through every
available agency the dollar should be brought to par and kept
at par as a means of helping us win this war.

| ask permission to put the article of Mr. Kent into the
R ecord, Without reading.

The VICE PRESIDENT. Without objection, it is so ordered.

The article referred to is as follows:

Mrom the New York American, Apr. 22, 1918-1

KesytTF kowd P otiey™NER INF T3 €HINBWFOB CcREDITS. the War Will

Attention has been so intensely centered on the increasing discount
to which the dollar has been falling abroad that an explanation of the
international financial position of the United States at this moment is
°f 1 UterLt’ . More_s°, if this explanation comes from one in high
authority. The following simple and yet almost scientific exposit on
of the foreign exchange relations of this country was given in a sneerh
by Fred I. Kent before the National Foreign Trade Council at it's con-
vention just closed at Cincinnati. Mr. Kent is in charge of the Foreign
Exchange Division under the Federal Reserve Board He passes 'on
all foreign exchange transactions, and in his hands is concentrated
the stupendous task of seeing that no funds pass out of the country
into enemy hands. Thisrequires examination of an immense number
of drafts and papers. But t also places in his hands information
invaluable to the country while at war. Why certain of our exchan%es
have been allowed to depreciate is fully explained bv Mr Kent He
outlines the general policy with regard to our giving aid to strengthen

6

allied exchange rates in other countries.

[By Fred I. Kent in his speech before the National Foreign Trade
Council.]

The cry of the orator for a dollar at par throughout the world may be
valuable in time of peace as commercial propaganda, but it has no place
in time of war, particularly with a world’s war, such as exists to-dav

The United States in order to carry out her part in the war is
going to be obliged to supply from her own resources and from those
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of many other countries of the world commodities to the value of many
billions of dollars. Regardless of her great wealth, there is a positive
limit to her ability to furnish such supplies. In order to wm the war
she must be in a position to do so for a longer period than the enemy.
The length of time that she can continue to furnish needed supplies
will depend upon her ability to conserve her resources. There are many
products which she can obtain from within her own territory that will
outlast the war needs. There are many others, however, which need
supplementing from other countries of the world if we would maintain
the highest efficiency of the war engines which we produce and of tne
men who operate them.
OUR BEST COURSE.

Our greatest interest, therefore, and that of our allies, demands that
we maintain such commercial relations with the neutral countries wnicn
have commodities that will be needed by us as will enable the united
States to continue the purchase of such commodities constantly tor a
long period. While there are probably none of these commodities wnicn
we can not (if need be) develop substitutes for, yet if we can continue
their purchase from other countries, partly in exchange for tilings
which we can better spare than the articles received for them, we will
have accomplished two most important results— we will have main-
tained our foreign trade with other nations and so have held their in-
terest in this country, and we will have saved the time of that portion
of our population which might otherwise have had to be engaged in
creating and manufacturing substitutes, in work that will result to our
greater advantage. We will also be helping to keep the countries with
which we trade in a healthier financial condition, which should be of
great benefit in helping us to find a market for our goods when the war
is over and our manufacturing interests turn from war industries.

MUST CURTAIL EXPORTS.

As the war goes on, the United States will find that it will have to
curtail its exports to neutral countries, as Great llritain, France, and
Italv have been obliged to do, so that it is reasonable to suppose that
the‘balance of trade with many neutral countries will be constantly
against us throughout the war. This being true, and it being greatly
to the advantage of neutral countries to have our market for their
goods continue In as large a way as possible, we must have some strong
force to hold our imports within reasonable limits. An adverse ex-
change rate is the key to such force and is a great regulator of
trade. It puts such difficulties in the way of our imports that without
other pressure we endeavor to do without them in so far as possible.

The countries of export, in order to keep a market for their goods,
will strive to find ways to allow continuation of such exports as we
must have, even to the point of allowing funds to pile up in this
country or through the extension of credits.

FUNDS ACCUMULATE.

As funds accumulate here which can not be exported there will be an
increasing tendency on their part to purchase commodities from this
country with them, which will offer a great inducement to the people
of the United States to strive along with their war work to pay a part
of their accumulating indebtedness through current exports.

In Argentina, for instance, we find that for the protection of its people
the Argentine Government considered it to its very great interest to
make an arrangement with the United States under which Argentine
funds would he left on deposit in this country until alter themwrt,
provided the disbursement of the equivalent in Argentina teas made for
exports from Argentina to the United States. It is also true that the
exports from the United States to Argentina increased from $16.8 .4,258
in 1910 to $107,641,905 in 1917, even though we were not at war in
the first year and were at war in the second. As long as exchange con-
tinues against us with Argentina the same tendencies will continue
active, and when the war is over we will be as much less in debt to
Argentina as the amount of exports which we have been able to furnish
her year by year, that have been withdrawn from this country by her
in order to "get her funds home and make it possible, together with
the extension of such credits as she can afford, to keep our market for
her goods open,

AS TO ARGENTINE WOOL.

On our part we have, for instance, been induced to conserve and in
crease our supply of wool, so as to be able to Import less from Argen-
tina. As a result as the war goes on, we can hope to keep our rela
tions with Argentina in such position that she wdli look upon us as be-
ing a country of great value to her, and, further, that she will accept
us as her banker, so to speak, in that her surplus funds made through
her war profits will have been accumulated in this country only to a
natural extent, and not to such tremendous sums that she wtll become
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but after we entered the war and placed an embargo upon exports to
such countries, except where we could feel reasonably certain that they
would not prove of value to the enemy, such exports have been reduced.
To Denmark, from $56,329,490 in 1916 to $32,388,864 in 1917 ; to
Netherlands, from $113,730,162 in 1916 to $90,520,301 in 191. ; to
Norway! from $66,209,717 to $62,866,850; and to Sweden, from
$47 967 590 to $20,900,854. To Switzerland there has been an Increase,
as shipments have been made to help obtain imports from that country
to France. The figures were $13,654,256 in 1916 and $19,502,045 in
1917 As we were not at war the first three months of the year, these
figures do not tell the whole story. As a result the balances main-
tained in the United States by these countries are very large.

In connection with transfers for German account, the accumulation
of such .balances and the difficulty involved in withdrawing them at
the moment is of great value to the allies. The exchanges being high,
it means that every successful transfer made for German account re-
sults in that country receiving a much smaller sum to be used in pay-

ment for imports in the country of destination. It also has greatly
increased the difficulty of making such transfers at any rate, ™r, as
balances continue to grow here, even loaning against them in tne

neutral countries concerned becomes more difficult. Even so, the need
of Germany for funds in these countries is so great that we can not
exercise too much vigilance in preventing their transfer.

Practically all of these countri-es are understood to hate so
themselves of much-needed commodities in order to obtain the high
prices being paid by Germany that after the mar they will be oblige
to replace them through import. . oo N

Their situation as to gold is also an easy one, so that we should be
able to pay back these balances after the war without friction if we
are prepared to supply the goods that these countries will require.

MAINTAIN STEItLING.

A1l of these countries have increased the balance of § ¢h™oe against
us by selling drafts on London in the Acto York market. If it had not
been for such sales the United States might have been justified In continu
ing the shipment of gold, because of the tremendous supply held by us.
When however, we were taking over sterling credits which these na
tions sold to us, because we were helping maintain the sterling e*h ange
rate, the accommodation was bn our side and we were warranted in
holding our gold until after the war. unless we should find it to our
advantage to release it sooner. This is particu arly true in the case of
the neutral countries adjacent to Germany, where we have furnished
them millions of dollars more in goods than they have given to us and
where we have taken sterling off their hands whenever they considered
it to their interest to sell it in our market. Our 8°"

embargo, there-
fore is not in the nature of a refusal to pay. It is merely a

to the world to this effect: That we do not at the moment propose to
waste-our gold bv exchanging it for imports which we can get along
without and that neither do we propose to pay gold for sterling ex-
change which we are purchasing with dollar exchange at a higher rate
than its normal value based on the present cash position of the British
Government with the rest of the world, but in thus conserving our gold
until after the war we are holding it as a reserve against tht deposits
which are accumulating in the United States to the credit of the other

ntri f th world.

countries of the world EyaACT BALANCES KNOWN.

In the meantime we will allow such balances to be used as freely as
mav be desired for the purchase of such goods in this country as the
exigencies of the war justify us in allowing to be exported, or through
investment in securities or property of any other kind in this country.

In this connection it will interest you to know that the Federal Re-
serve Board through its Division of foreign Exchange, is in Possession
of the exact cash balance as it exists at the close of business eached -
nesdav night between the United States and every country of the world.
It is iflso hi possession of exact knowledge as to what causes the changes
in such balances from week to week. As these figures develop, the“ Posi-
tion of our country to the world will be as clearly before the; Fedcral
Reserve Board as is that of a banker to his depositors. This will make
it possible for us to apply a banker's knowledge to the question of th*
probable demands that will be made upon us from time to time and «o
enable us to determine how they may best be met. There will be no need
for leaping in the dark, but every problem as arises can be considered
from the scientific basis of complete understanding of the atuatlon as
a whole as it develop”, and if we prove ourselves wise custodians or the
world's money we can hope to remain as the world s bankers for nuns
a year to come.
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