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THE FINANCIAL SITUATION.
On a subsequent page (page 412) we publish a
communication from Benjamin Strong, Jr., the

= .~ T r |
Governor of the Federal Reserve Bank of New York,

explaining the process by which the different Federal
Reserve banks (and the Reserve Bank of New York
in particular) are managing to put out additional
amounts of I'ederal Reserve notes each week not-
withstanding these Reserve banks find little demand
for the discount facilities which are supposed to
furnish the basis for the issue of the Reserve notes.
Mr. Strong undertakes to show that there is warrant
in the law for the course pursued and also that the
policy of aceumulating gold 1s sound in itself, On the
latter point it is of course too obvious to need urging
that the more gold these Federal Reserve banks have
at their command the stronger will be their position
and the better able will they be to serve the commun-
ity. We are not raising objection to the act of accumu-
lating gold per se, but it appears to us that the method
of accumulation is illegitimate and that this being
80 it is a matter for consideration whether more harm
than good is not likely to result from the policy
being pursuec.

We do not see how any one cognizant of the dis-
cussions in Congress while the new law was under
consideration, or any one who undertakes & study of
the law itself without knowledge of these discussions,
can escape the conclusion that the purpose of the issu-
ance of Reserve notes is solely and simply to provide
the means for carrying on the re-diseounting func-
tions of the institutions. There is no way in which
Reserve notes can be 1ssued except under Section 16
of the law, and this distinetly provides that as a
prerequigite commereial paper (as defined therein)
must be deposited as security for the notes to be
tuken out. My, Strong argues that to limit the jssu-
ance and use of the notes according to the provisions
of this section would make the notes merely a species
of emergency currency, which he thinks would he a
gerious mistake. It by no means follows, however,
that to limit the issue of notes in the way intended
and declared by the law would make mere emergency
currency of the notes or prevent the elasticity which
the re-discounting facilities, and the notes resting on
the same, are supposed to furnish. In the ordinary
course of trade there will be more mercantile paper
out at one time than at another, and if the discount-
ing functions are availed of with absolute freedom,
the notes will fluctuate as the volume of outstanding
paper does. At one time there may be $250,000,000
of notes out because that amount of paper has been
presented as collateral for the notes and at another

time there may he $1,000,000,000 of notes out, since ,

the volume of paper is such as to demand that
amount of notes. Thus we get the elasticity con-
templated by the statute. And indeed, the whole
argument. for the issuance of notes rests on the
theory that the notes shall be retired as soon and as
fast as the mercantile paper, which the notes are sup-
porting, shall mature and be extingnished. To
emphasize the determination that the notes shall not
remain outstanding, it is provided that no Reserve
bank may pay oubt the notes issued by another
Reserve bank except under penalty of a tax of 109,
upon their face value,

What is now being done, however, is just the re-
verse of what was intended—plainly intended and
unequivocally expressed in the law itselfi—hy the
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| framers UF the ‘-l‘il'lllt" Instead of the lu'at.c-s lwlng
[ retired, when their mission as a medium for carrying
| mercantile paper has been fulfilled, they are being
forced into cireulation and a defermination exists
to keep them afloat indefinitely. Mup. Strong argues
that this does no harm and that if the notes becomea
redundant they will quickly come in and be presented
for redemption. As a matter of fagt unless some
crisis intervenes they will stay out just as long as the
banks and trust companies continue to pay them ont.
In the Spring of last year the writer when drawing
eash from his account with oneof the trust companies
received gold certificates, in December when draw-
ing cash he received nothing but bank notes and now
he is given Reserve notes. To what extent the prac-
tice is being carried is evident from the circumstance
that the twelve Reserve banks now have nearly 100
million of Reserve notes out—in exact figures the
amount last H{L(.lll’(]il)' Wwias $DT.W‘“ 000 and of this
only $16,002,000 is secured by commereial paper,
the remaining $81,739,000 representing notes nom-
inally in process of retirement and against which
the Federal Reserve agents hold corresponding
amounts of gold, but which notes there is not the
remotest intention of retiring. Only the three
Southern banks—Richmond, Aflanta and Dallas—
have any appreciable amounts of notesout on paper,
and these three account for $15,202 000 of the notes
secured by paper as collateral,

It is the Reserve Bank at New York that has car-
ried the movement farthest. Tt has $47,720,000 of
notes out, of which the insignificant amount of
£200,000 is secured by commercial paper. Against
the remaining $47,520,000 notes, gold is on deposit
with the Federal Reserve Agent for taking up the
notes. Every week a few millions more are added to
the amount, while the amount of commercial paper,
without which the notes cannot be obtained in the
first instance, remains practically unchanged. The
result is, to say the least, curious.  Here is the weekly
record since April 23—this being as far back as the
figures are available:

FEDERAL RESERYE BANK OF NEW YORIK.
—Record of Federal Reserve Notes—

Total How Securod——

Amount By Gold Cotn By Commor=
Taken Out. & Certificales. cial Paper.
25,040,000 24,858,700 181,300
27,040,000 26,858,700 181,300
27,040,000 26,858,700 181,300
29,440,000 29,258,700 181,300
28,440,000 20,260,000 180,000
31,840,000 31,660,000 180,000
52,440,000 32,260,000 180,000
35,100,000 34,920,000 180,000
38,100,000 180,000

37,920,000
40,500,000 180,000

40,520,000
40,500,000 40,320,000 180,000
180,000

42,900,000 42,720,000
45,320,000 45,120,000 200,000
7 45,320,000 45,120,000 200,000

6,124,000 47,720,000 47 ..;..0 000 200,000

Thus the amount of commercial paper which the
Federal Reserve Bank of New York had available
for the issuance of notes was practically the same on
July 30 as on April 23, namely 6,124,000 and
$6,045,000, but in the interval the amount of notes
outstanding has increased from $25,040,000 to
$47,720,000. The notes are biing emitted, not
as representatives of paper but as representatives
of gold. Two cquestions arise with reference to
this operation, namely its expediency and whether
there is warrant for it in the law. The question of
expediency involves more than a single consideration.
Lt is not sufficient to say that the aceumulation of an
extra stock of gold is desirable. There is the further

Amount of
Paper
Held.

_ 6,045,000

6,118,000

5,501,000

4,851,000

4,159,000

3,597,000

_ 4,573,000

5,196,000

4,872,000

5,171,000

5,343,000

5,464,000

.;._t}h 1000

5,685,000
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point to consider, whether the operation will find
favor in the eyes of those antagonistic to the financial
interests and whether the gold now being stored up
will really be available when needed,

It is known, of course, that the new banking law
was enacted in w spirit of hostility to the Money
Power supposed to be centred at New York and other
financial conters, It was for this reason that twelve
separate ingtitutions were authorized whare one would
have been sufficient. There is no reason or justifi-
cation for the prejudice referred to, but it exists,
and has to be reckoned with., In spite of the attempt
to rob New York City of its rightful pre-eminence,
the strength of the Federal Reserve System lies right
here. OFf the $266,192,000 gold held by all the Fed-
eral Reserye banks last Saturday, $128,114,000 was
contributed by the Reserve Bank at this center.
The splitting up of the system into twelve parts has
served only to advertise the weakness of the remoter
districts. Nothing that the lawmaker ean do will
ever change this situation, but will those whose preju-
dice is deep and ineradicable take kindly to the idea
of having a further large fund (already approaching
the 50-million mark) set up here not expressly au-
thorized by the law? Will not the Reserve authori-
ties presently have to face the charge, no matter how
ill-founded, that the “Money Power" is apiming fo
entrench itself still further by sceking to confirm its
hold upon the Federal Reserve System through wholly
unauthorized methods?

With due respect to Mr. Strong and the other
members of the Reserve banks who support him in
his views, we cannof see that thero is any sanetion
for the operations that are being conducted for put-
ting notes afloat and impounding gold. If at any
time during the bill's course through Congress, it
had been proposed to allow the issue of Reserve
notes against deposits of gold coin or gold certificates,
the proposition would hayve been instantly voted
down. Yet, what is now being done is tantamount
to the same thing. Notes are being put out in order
that gold to retire them may be placed with the
Reserve Agent. Doubtless it is correct to say that
the same commercial paper may be used over and
over again to initiate the proceeding of creating
notes, and it is apparent that the Federal Reserve
authorities are complying with all the legal teehnicali-
ties required, but we cannot help believing that the
operation of issuing notes one minute, only to provide
for their retirement the next minute—which is what
is being done—is wholly outside the law.

My, Strong refers us to Section 14 of the law, which
permits the exchange of Federal Reserve notes (if the
Reserve Bank has any) for gold, but a moment’s
consideration will show that this has no pertinency to
the operation. Section 14 deals entirely with the
Open Market Operations of the Reserve banks, and
the object of exchanging notes for gold would be to
add fo the bank’s holdings of gold. Bub the process
now heing carried on does not add at all to the gold
holdings of the Reserve banks, for the gold obtained
by the issue and exchange of the notes eannot be
retained, but must be turned over to the Federal
Reserve Agent. The Reserve Agent holds the im-
pounded gold, and the Reserve bank can only re-
possess isell of it by some clumsy and indivect
method, It can only get the gold back into its own
hiands by issuing batches of new notes (on commereial
paper) and then presenting these notes for redemp-
“tion to the Reserve Agent. Is there not an element
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of weakness, too, in the impounding operation by
reason of that fact? The notes being in foreced cir-
culation and in immoderate supply, will it not be
open to anybody to gather them up—trust companies,
State banks and private bankers—and present them
to the I'ederal Reserve Bank for redemption, foreing
the Iatter in turn to go to the Reserve Agent and get
the gold back of them, but not being able to retain it
for its own use? And if this should happen—and it
ig conceivable that it might happen—at the time of a
crisis, would not the impounded gold prove a poor
relianee ?

At all events, does not this analysis conclusively
demonstrate that the use to which the notes are now
being put is foreign fo the purpose of the Aet? If
there is any fact that is incontrovertibly established,
it is that the notes are intended to furnish an unlim-
ited supply of currency at any time when there is
need for extra supplies of currency. That view is
all the time being urged upon the attention of the
member banks by practically all of the Federal Ras-
erve authorities, But with notes being pub in forced
circulation and used as substitutes for gold; we will
haye the anomaly of the notes coming in for rademp-
tion (so as to get the gold securing them, dollar for
dollar) at the very time when it was the intent of

‘the law that they should pass freely into circula-

tion to relieve or to prevent pressure. We do not
question the motives or good intentions of the man-
agers of the Reserve banks, and we are not opposed
to giving them complete and effective authority
for aequiring gold. We realize, too, that the task
assigned to them of placing the new banking system
on a firm and enduring foundation iz an hereiilean
one, For the reasons given, however, the policy
being pursued with reference to the issuance of notes
seems open o decided objection.

Before closing the discussion we cannob refrain
from noticing the illustration which Mry. Strong uses
to enforce his contention that the Reserve banks
should be allowed to issue notes in order to accumu-
late gold. Here is what he says:

Last Fall this country witnessed a rather humili-
ating exhibition when it bscame necessary for the
Federal Reserve Board and a ecommittee of bankers
to invite and even urge contributions of gold from
over 800 national banks, in order that means might
be available for the citizens of this country to pay
maturing indebtednesses to Europe, when exchange
could not be purchased. No more graphic ex-
hibition of the weakness of our banking gituation,
caused by our decentralized reserves, has been
afforded.

We do not think there was anything humiliating
in the reluctance of the national banks to supply
any more gold for export last Summer and Autumn
following the outbreak of war in Furope. The
United States had in the months immediately pre-
ceding the war parted with nearly 280 million dollars
gold, the engagements of the metal in one single
week having reached close to 50 million dollars, and
had done all that could decently be asked of it to
relieve the strain in Burope. It was now incumbent
upon the banks in this country to safeguard the situ-
ation at home, Burope was prepared to drain the
United States of every dollar of its gold if no obstacles
were interposed. At the same time the United States
was confronted with an unprecedented crisis in its
own affairs—with a state of things hardly less critical
than that with which Europe had to deal. The Stock
ixchange bad to be closed. The New York Clear-
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ing House banks were showing huge deficiencies in |
the required cash reserves, and had to resort to the
issue of Clearing House loan certificates for settle-
ment purposes. The national banks were takingout
emergency currency by the hundreds of millions. The
situation could easily have become one of grave danger.

We then took the position that not another dollar
of gold should be allowed to leave the country. It
is true we had some maturing obligations to meet,
but there was no reason why these should not be ar-
ranged in the ordinary way through an adjustment of
credits. The dislocation of exchange was not of our
making. It was due to the fact that all our eredits
abroad had been suddenly cut off through the pro-
mulgation of moratoria by the leading countries of
FEurope and it seemed to us that Europe was in no po-
sition to demand that we must pay in actual gold
when it was not paying at all. It was plain that as
goon as the outstanding credits in favor of the United
States, which had been rendered dormant by the
British moratorium, became available through the
termination of the moratorium the normal equilib-
rium in exchange would be quickly restored. This is
precisely what happened early in November, when
the first of the British pre-moratorium bills began to
run off. Ixchange rates at once became demoralized,
The $100,000,000 gold pool was called upon to ship
only $10,000,000 to 212,000,000 of the metal.

Tt is our belief that if our financial leaders had taken
a firm stand in support of such a course the matter
could have been arranged without further gold ship-
ments of any kind., Had the late J. P. Morgan been
alive it would certainly have been so arranged. He
would have taken the responsibility upon his own
shoulders and every one would have acquiesced in
his decision. We are positive on this point, for Mr.
Morgan did precisely that thing twenty years before
when he and Mr. Belmont entered into the cele-
brated Morgan contract under which the outflow of
gold, so threatening then, was definitely arrested.
Mr. Morgan's position in the financial world was,
of course, unique, by reason of the unbounded con-
fidence he commanded, but in addition he had a
knowledge of foreign exchange conditions which has
never heen surpassed by any one.

Looking back now, it must be apparent that a mis-
take was made last autumn in fixing atfention too
intently upon what was owing by us to Furope,
and in completely overlooking the fact that for
every million due by us there were two fo three
millions due tous, but for which we could not obtain
payment or credit for the time being, It was also
unfortunate that the primeval and primordial view
ghould have been advanced that unless the United
States made payment in actual gold its credit and
finaneial prestige would be irreparably damaged.
(ireat Britain has for the last six months been doing
the very thing that we were told we must not do if
we would escape lasting injury, namely has en-
deavored to prevent an outflow of gold from her
ghores, and yet no one would venture to suggest that
thereby her credit is being impaired. We mention
these things simply to indicate that in our estimation,
should there be at any time in the future a recurrence
of the 1915 situation, it will not be the province of
the Federal Reserve Board to facilitate an outflow
of gold, but it will be its duty to follow in thefoot-
steps of the large European banks and endeavor to

keep the gold at home.

Bank clearings in the United States in July 1915
furnish, ag in June, an aggregate in excess of 1914,
or in fact of any earlier year for the same month.
Nevertheless important increases in clearings, where
shown, are in the main due either to greater specu-
lative activity (as at New York) or to the magnitude
of the demand for certain articles that arises directly
out of the conflict abroad. Eliminating these in-
fluences, it is quickly found that bank clearings—
the business barometer—are really running a little
behind last year. In fact, the total for the country
outside of New York makes such an exhibit.

Our statement presented on the first page of this
issue includes 160 cities in all, of which 91 report
totals below 1914, with the percentages in some in-
stances quite large. The aggregate of all for the
month, however, at $14,925,063,909 compares with
only $14,493,300,806 in 1914, thus showing an in-
crease of 3.09% and the gain over 1913 reaches 10.19%.
At New York the augmentation for the month, as
contrasted with last year, is 6.39% and with 1913
is 18.4%,. On the other hand, the total for the cities
outside of New York fails by 1.3%, to reach that of a
year ago, having been $6,229,650,341 against $6,-
312,816,275, and there is only a small gainover 1913.
For the seven months of the current calendar year
there is a small loss at New York as compared with
1914 (1.4%), the outside cities, moreover, show a
decrease of 2.69% and the total of all a decline of
1.9%. As regards the individual cities, no special
comment seems to be called for, except that where
any notable gains are recorded they are, as a rule,
not to be dissociated with the urgent demand for
munitions, &e., from Europe. The exhibit made by
the group figures for the seven months does not
essentinlly differ from that for the half-year, New
England, outside of Boston, and the “Other West-
ern’ sections alone making a bebter showing than
in 1914.

Speculative transactions on the New York Stock
Exchange in July were of much greater volume than
in the month a year ago, with the co-called war
stocks—the stocks of corporations under orders to
furnish munitions to the participants in the conflict
in Kurope—especially .active and in most cases at
rapidly advancing prices. A year ago, it will be
recalled, dealings were upon o restricted seale day
by day until July 28, when the war scare in Europe
precipitated a selling movement and larger dealings.
The close of the Exchange followed on the 31st.
The dealings of the month this year aggregated
14,371,633 shares against only 7,920,924 shares a
year ago and 5,124,015 shares in July 1913, For the
seven months they were 76,301,612 shares against
but 45,990,575 shares in 1914 and 51,381,313 in
1913. Five years ago, however, they were 112,-
095,658 and in 1901 the record of 192,080,413 was
get. Bonds were only a little more freely traded in
during the month thana year ago and the transactions
for the period since Jan. 1 at 452 million dollars,
par value, contrast with 425 millions in 1914 and
319 millions in 1913, At Boston, too, operations in
stocks were much in excess of last year, the compari-
gon for the month being befween 730,709 shares and
403,007 shares and for the seven months 7,146,951
shares and 3,283 671 shares.

The Canadian clearings exhibit for July was much
in line with preceding months of 1915. At most
of the cities large decrease occurred, and in the aggres
gate of all (22 cities) the loss from 1914 reached
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93.49%, Tor the seven months the decline from last
year was 18.0%,.

The commereial failures statement for the United |
States for July 1015 is on the whole a comparatively
favorable one under existing conditions, in that it
does not indicate that the strain usually inseparable |
from the semi-annual settlements made any im-
press upon the business mortality of the country
In fact, the number of mercantile disasters for the
month fell a little under the total for June and lia-
bilities were only nominally greater. Failures were
also larger in number than for the like period of 1914,
but covered a volume of indebtedness somewhat
smaller than then or in 1913. The aggregate of
liabilities reported by insolvents sinee Jan, 1 estab-
lishes by & small margin the high record for the
period, A feature of the month was the compara-
tively few failures for large amounts, these comprising
17 for $100,000 or more, giving in all an aggregate of
$5,200,151 against 29 for §8,589,014 in July 1914
and 40 for $11,434,492 in 1013, The climination of
these large disasters leaves the average liability of
the remaining insolvents this year only $7,924 against
88,530 a year ago.

The total of linbilities in all commercial and indus-
trial lines in July 1915 reached, aecording to Messrs.
R. GG, Dun & Co., 818,934,903, representing 1,739
defaults, this contrasting with $20,377,148 and 1,411
in the preceding year and $20,325,705 and 1,169 in
1913. Of the fifteen branches into which the manu-
facturing division is segregated, seven show heavier
liabilities than in the month a year ago, but there
is o net decrease for all lines of almost four million
dollars, the debts in iron, foundries and nails having
been merely nominal against 124 millions, lumber,
carpenters, &e., showing a decline of over 114 mil-
lions and the miscellaneous group of manufacturers
one million. In the trading group, however, nine
branches report debfs greater than in July last year,
and for the whole division there is an inerease of
nearly 114 million dollars. Among brokers, trans-
porters, &e., the exhibit is also less satisfactory, the
inerease in amount of liabilities over 1914 being a
million dollars.

The exhibit for the seven months is, of eourse,
much less favorable than a year ago, or any earlier
year, as regards number of insolvents. In fact, the
number who have suceumbed in the period in 1915
is no legs than 14,479 against 9,954 in 1914 and 9,332
in 1913, In the matter of indebtedness, however,
due to the Claflin failure last year, there is closer
agreement, the comparison being between $207,-
522 438 and $205,476,878, with the 1913 total
$153,234,766. The liabilities in manufacturing lines
this year reach $75,761,498 against $69,051,235 in
1914; the comparison in trading branches is between
$107,141,930 and $110,599,066, and among brokers,
&e., 524,619,010 and $25,826,577.

The outlook for the cotton crop on July 25 this
year, as announced by the Department of Agriculture
on Monday last, was hardly in accord with the
indications given in the weekly official weather
reports issued during the period since June 25.
Under normal civeumstances this official report
would have acted as @ stimulus to prices for the
staple; but the fact that a considerable portion of
the previous crop still remained to be marketed,

and the probability that demand for the current
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yield would be restricted, owing to the continuation
of the confliet in Europe, acted as a damper upon
bullish sentiment. Moreover, at the very close of
July droughty conditions had been relieyed in some
portions of the belt by the fall of beneficial rains.
Reflecting the droughty conditions that private and
official reports had shown recently, the Department
finds more or less deterioration in all States of im-
portant production. In Texas a drop of 6 points
is indicated during the month, and this was ex-
pected, but declines of 7 points in Alabama and 8
points in Mississippi and Louisiana were hardly
looked for,

The report as issued makes the average condition
July 25 for the whole cotton territory 75.39; of a
normal, a falling off of 5 points from a month earlier,
and comparing with 76.4 at the same time last year,
79.6 two years ago, 76.1 in 1912 and 89.1 in 1911,
with the ten-year average 78.5 Comparing the situ-
ation this year with last year, July 25, in the indi-
vidual States, it will be obsevred that in Texas there
is an improvement of 5 points, in Arkansas 8 points
and in Tennessee 12 points; along the Gulf and in
Atlantie sections, however, the deterioration ranges
from 1 point in Louisiana to 10 points in Alabama
and Virginia. But it is to be remembered that at
this time last year the average condition was re-
ported officially as only 1.1 points better than now,
and yet the largest aggregate yield on record was
seeured and the production of lint per acre, according
to the Department, 200.2 pounds, or the greatest
sinee 1808. On the other hand, we have to consider
the fact that this year the use of commercial fer-
tilizers has been considerably neglected in those
sections where they have been looked upon as &
prime necessity to satisfactory production. The-
orizing as to the effect this will have on the ultimate
vield of cotton is, however, not our purpose. There
is nothing in the current situation to preclude the
possibility of a good erop and, at any rate, barring
an absolute disaster, there should be enough cotton
to supply all needs, taking into account the amount
carried over from the previous season. The Iatest
weekly weather bulletin, covering a date (Aug. 2)
fully & week later than that to which the official
monthly report is brought down, refers to further
deterioration in condition as the result of drought.

The text of three notes from CGreat Britain and
also the text of the American notes of July 14t and 15
by our own Government to Greab Britain were made
public on Monday last by Seeretary of State Lansing,
On Tuesday the reply of Germany to the American
note regarding the sinking of the Wm. P, Frye was
also published. In brief, the British and Germarn
notes are merely a reiteration of former positions.
Great Britain insists she has justifieation for enfore-
ing the Order-in-Couneil by which trade with German)
and Austrin is restrained, because of the atrocious
methods of warfare adopted by the Germans. The
American note of July 14 was the caveat wherein
the United States insisted upon the application of
international law to prize court eases without limi-
tation or impairment by the Order-in-Council. The
note of the following day contained the protest
against the detention of the American ship Neches,
which was bringing Belgian goods to the United
States. The first of the British notes dated July 24,
was an argument defending the Order-in-Couneil.
It asserts that inasmuch as the American Govern-
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ment recognizes that new methods of warfare have
brought about new conditions of war, then the con-
digtions of blockade also have changed., On this
basis, since England has the right to exercise n blogk-
ade of German ports, it has the right to intercept
and stop trade between Germany and a neutral
country contiguous to Germany. It is pointed out
that the United States during the Civil War exereised
a similar commereial blockade over the Clonfederate
States. The note concludes with a statement that
“his Majesty’s Government have been gratified to
obgerve that the measures which they are enforeing
have had no detrimental effect on the commerce of
the United States. Figures of recent months show
that the inereased opportunities afforded by the wat
for American commerce have more than compen-
gated for the loss of the German and Austrian mar-
kets.” The second British note bears date of July 31
and 18 the formal reply to the American caveat. It
15 a document of about 2,000 words and is devoted
chiefly to & discussion of the Jay Treaty of 1793 and
cases arising thereunder which the United States
had held might be submitted to review by an inter=
national tribunal. The note suggests that an appeal
to an international prize court from any deecision of
the British Prize Courts might be taken in the form
of a claim for compensation. The third note was
a response to a protest regarding the Neches, [t
calls attention to the fact that in the same waters
in which the Neches was found the German sub-
marines had been sinking neutral vessels and drown-
ing neutral citizens without exercising the usual laws
of warfare. Reference to all these notes in greater
detail appears on a later page of this issue of the
“Chronicle.” It is understood that Washington is to
gend a prompt reply to the documents.

As to the German note, it contains an offer to pay
for the sinking of the Wm. P. Frye conditional upon
it being understood that such action was not to con-
stitute a satisfaction of the United States for vio-
lation of treaty rights. Our State Department, it
is understood, will indicate a willingness in its reply
fo consider the German offer to pay for the sinking
of the vessel on condition that it be stated that such
acceptance is not to be regarded as a concession by
the United States af any point set forth in its diseus-
sion of the principles involved in the case. Gor-
many suggests that the issue be referred to arbitra-
tion should the two Governments fail to reach a
settlement in any other way. It is desirable that the
dispute over the treaty of 1828 be settled as it is to
come up again in the case of the Leelanaw, the Ameri-
can vessel torpedoed by a German submarine lasl
week. The text of the German note appesrs on a
subsequent page of this issue,

Warsaw, the ecapital of Poland, and the third
largest city in the Russian Empire, was abandoned
by the Russians on Thursday. Thus the Germans
have finally suceceded in their sustained drive that
began in a serious way in the last week of May. It
15 estimated that between 6,000,000 anf 7,000,000
men have since that time been engaged in almost
daily conflict. Up to July 29 hope was enterfained
in military quarters in London and Paris that the
Russians had some tremendous coup in reserve and
that they would stand a sustained siege. But on
July 29 advices from Petrograd stated that in order
to save the Russian armies a retreat must be made
and the fortresses of the Warsaw salient abandoned.

While the Bavarians commanded by Prince Leopold
were the first to enter Warsaw in the name of the
German Fmperor and his consort who are expected
to make a state entry in afew days, the real conquer-
ors are the troops fighting under Iield Marshall
von Hindenberg along the Narew River to the north-
east as well as the Austro-Germans across the Vis-
tula to the south of the city, and the armies of the
Atstrian Arehduke Joseph Ferdinand and of German
Field Marshall von Maekensen which are advancing
northward between the Vistula and Bug Rivers.
The Russinn fortress of lvanzorod 55 miles south-
east of Warsaw on the Visfula River has, it is re-
ported from Vienna, been captured by the Austro-
German  army commanded by Archduke Joseph
Ferdinand. These troops began euntering the fort-
ress on Wednesday when they took the fortifications
on the west bank of the Vistula. They are now in
possession of the city and all the forts on both sides of
the river. Occupation of the great IRussian Baltic
gseaport of Riga is also believed to be only & question
of hours. Nineteen miles northeast of Warsaw the
Russians gtill hold the fortress of Novogzeorgievsk.
The Russian avmies are by no means out of danger
of capture, although their fieree counter attacks have
gained much valuable time. They are reported to
have re-formed on the left bank of the River Bug.
While expressing the fullesi confidence in the future,
the British military critics make no attempt to he-
little the achisvements of the Germans or the effect
their success is likely to have in the Near Fastand
the West. The Russians stripped Warsaw of every-
thing that could be of benefit to the enemy. There
have been no mails for ten days and the removal of
the State banks and the private banks with all their
funds have left the eity without means of earrying
on trade.

On the western frontier there has been little of
importance this week except in the Argonne and the
Vosges where German attempts to recapture losk
ground or take new trenches hayve failed, according
to the French communication, Important events
are expected in the Near Ilast during the coming
week. The ministers of CGreat Britain, I'rance,
Russin and Ifaly have held conferences with the
Greek Premier, which are expected to have far-
reaching results in the stand of the Balkan States.
Gen. Sir lan Hamilton, ecommander of the allied
forces in the Dardanelles, sends word of a sugeessful
attack by the Australians and New Zealanders on the
Turkish trenches which has placed them in possession
of the crest of a hill near their own lines. These
colonial troops hold positions along the western side
of the Gallipoli Peninsula and thus prevent the
Turks sending all their forces against the Anglo-
I'rench army which holds the tip of the Peninsula.

The London correspondent of the New York “Sun”
cables that he has learned on exeellent authority that
the British Cabingt has decided to inaugurate a
system of conseription for raising additional armies
and that the system in all probability will be put in
fores early in the Iall or as soon after the adjourn-
ment of Parlinment as possible, A Cabinet meeting
was held on Thursday in Downing Street, and the
question of compulsory serviee was thoroughly dis-
cussed. The correspondent has been informed that
no fewer than eleven members of the Cabinet are
strongly in favor of the immediate institution of com-
pulsory service. Toremost among these members are
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David Lloyd George and Winston Spencer Churehill
(Chancellor for the Duchy of Lancaster) and a
majority of the Union members of the Government.
It is known that Sir Edward Grey, Secretary for
Toreign Affairs, is sympathetic towards a system of
compulsion, while Barl Kitchener is energetically
opposed to the view that the voluntary system has
proved a failure. He is willing to admit, however,
that new methods are needed.

President Wilson's plan for enlisting the co-opera-
tion of the six Latin-American Governments in an
effort to stop the anarchy that is ruling in Mexico
appears to be bearing fruit., Representatives of
these six Governments participated in g conference
that was begun on Thurgday and continued yester-
day. It is expected that the first practical step will
be a renewed aftempt to have the various warring
factions stop fighting and agree on the personnel of a
central Government in Mexico City. Washington
advices state that should this step fail the United
States will be prepared to go further, even if it has
to ast along. Latest accounts state that Carranza
has retaken Mexico City.

Amorican forees from the battleship Connecticut
have oceupicd without opposition the national fort
which dominates the town of Port an Prinee, Hayti.
Admiral Capperton, who was in charge of American
operations in Hayli, has wired Washington that the
troops of Gieneral Bobo, leader of the successful revo-
lution, will disarmn on their arrival at the capital.
These troops are reported to be en routz from Cape
Haitien to Port st Prince, and should arrive at the
latter point early next week. News dispatehes from
Port au Prinee state that the National Assembly was
awalbting word from General Bobo as to whether he
desired the office of President.

The London Stock Exchange, as is the custom on
the first Monday in August, was closed for Bank
Holiday on Monday last, having heen closed also
as a special holiday on the preceding Saturday.
There has been a very light movement in trading at
the British centre during the week, the new loan at-
tracting chief interest. It formally began selling
ex-conversion rights on Tuesday. Dealings with
“Yeonversion rights on’ began on Thursday of last
week., The dealings on the former commenced af
97 and closed the day at 98Y4. Later guotations
were 98%4 with conversion rights attached and 9844
ex-rights. The old loan of November last year, ac-
cording to latest reports, was quoted at 9215, Ap-
plications for conyersion must be sent to the Bank of
England not later than Oct. 30.  As the last install-
ment on the new loan is not due until Oct. 26, and as
the payment must be made in full before application
can be made, itis obvious that only four daysare avail-
able for the process. However, the new loan can be paid
up in full under diseount at any time. Hence sub-
goribers who take advantage of the full payment op-
tion will be able to lodge their applications as soon
ag they have paid up. Dondon advices state that
the impression prevails that German influence is en-
deavoring to depress the loan in the London market.
Wellsinformed interests there, however, place little
faith in such a statement. Consols as a separate
transaction have this week been virtually unsaleable
at the minimum quotation of 65. There has, how-
ever, been some business transacted on the condition

that the proceeds shall be utilized to purchase the
war loan at par from the buyers of the Consols, mean-
ing that a premium is in this instance being paid for
the war loan for the purpose of unloading Consols.

In money cireles in London there has this week
been somewhat of an easier fendency, closing rates
for day-to-day funds being 314@4%;, which compares
with 4@414% a week ago. Discounts in Lombard
Street, too, are easier, being quoted now fractionally
below the Banlk rate. A 15%; installment on the new
loan beeame due and was paid on Tuesday. It was
after this transaction was out of the way that the
easiness ensued,  Latest advices eabled from London
based on Brtish revenue returns indicate that thus
far only £273,500,000 has been paid on the new loan,
the total subscriptions 1o which, it will be reealled,
amounted, in round numbers, to £600,000,000, This
apparently small voluma of payment is explainad
by the fact that the large banks have been permitted
to carry as Government deposits, until the funds are
required by the Government, the amount of their
own subseriptions. Another form of relief is an
arrangement. by which banks may borrow from the
Bank of England at a special rate—about 195 under
the Bank rate—*to counteract the effect of the trans-
fer of deposits in making war loan payments. How
seriously the loan payments have dislocated the
London situation is indieated by the fact that all the
banks temporarily have decided to suspend their
monthly statements,

On Wednesday all business on the London Stock
xchange was suspended for a quarter hour at noon
when the members sang “God Save the King,"” in
observance of the conclusion of the first year of the
war. Turther evidence is available of the develop-
ment of war industrial speculation on the London
market, to which we referred last week, Canadian
Car & Foundry, which is understood to have received
preferential treatment in English orders for war sup-
plies, being especially active and buoyant. Reports
have been current on the London market that
Standard Oil interests have become actively identified
with the company in & proprietary way, and alse
that, through the influence of that corporation, the
company has received large additions from Russia
to the war supply orders it previously had on hand.
Coates Patent Pire Arms stock has been another
strong feature, as likewise has been Hercules Powder.,
It is estimated that during the first twelve m nths
of thewar the outstanding speculative account of last
July has been reduced 70%;. The British Treasury
haa instructed the Post Office and all public depart-
ments making cash payments, to use notes instead
of gold whenever possible. The public is earnestly
requested in the interests of the nation to co-operate
with the Treasury in this policy by paying all avail-
able gold to the Post Office and the banks and in
making payments whenever possible in checks and
notes instead of pold.

The London “Statist,” as reported by cable, re-
ferving to the movement to mobilize Great. Britain's
gold reserve, estimates that £60,000,000 in gold isin
cireulation. Beyond this there is-a large amount in
the vaults of the banks. If, says the “Statist," “a
large part of the gold in the eountry were to be sent
in to the Bank of England, it is believed that the
amount of gold in that institution would be increased
to nearly £150,000,000, a sum which would enable
the country to meet any drain on our gold resources
for a long time.” The London market is obviously
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becoming increasingly cautious. The significance of
the fall of Warsaw is fully appreciated, for, to qoute
one cable correspondent, “in addition to releasing
German forces at the Iast for a more vigorous cam-
paign at the West, the success of the enemy, it is
coneeded, is not unlikely to complicate seriously the
situation in the Balkans and prevent for the present
at least the adhesion of the wavering Balkan States
to the side of the Allies.” The same correspondent
declares that while confidence in the final outcome
of the war is not diminished, there is to-day through-
out: England a betfer appreciation of the enormity of
the task and the sacrifices that are inevitable, The
Index number of the London “Eeconomist’’ at the
close of July, as reported by cable, is 3281 against
3250 at the end of June and 322715 in May, the
largest advance being shown by cereals and meat,
which advaneed 2014 points during the month, while
other food products rose 1215 points.

As to the proposed establishment of an?English
eredit in New York, nothing' of a definite character
has been reported. Advices cabled from London
indicate that the gquestion of a loan based on Ameri-
can bonds as collateral has been piven some consid-
erafion. Referring to a letfer addressed to Lloyd
CGieorge, Minister of Munitions, from Samuel H,
Barker, Financial Editor of the Philadelphia “North
American,” suggesting such a loan, a reply was
received dated July 13, stating that the information
and suggestions had been “forwarded to the Seere-
tary of the Treasury.” The Loundon “Times,” re-
ferring to an American eredit based on American
Londs as collateral, argues in its issue of last Wednes-
day that should the British Government require
guch bonds it should not purchase them in the open
market, but should secure them by negotiation with
insuranee companies, trust companies and other
large holders of American bonds in London,

Reports received by cable from Paris show very
slight aetivity there in securities of any kind, The
39 rentes closed at 69 franes for cash, unchanged
from a week ago. The first meeting of the Chamber
of Deputies following the establishment of a union
of all political parties in France “to endure so long
as the war lasts,” was held on Thursday, The ses-
sion was marked by impressive demonstrations of
patriotism and was strongly indicative of the una-
nimity of all Frenchmen. The meeting was, too,
the first one since the formation of the present coali-
tion Cabinet in France. M. Deschannel, President
of the Chamber, opened the session with a flowery
and eloquent speech. He said that a year had passed
gince the enemies of I'rance had violated French ter-
ritory even before declaring war. ‘“This year has
been so full of glory, so pure,”” he continued, “that
it will forever illumine the human race. It has been
a year in which the France of Joan of Are and
Dalmy has rigen, il possible, to even greater heights.”
The speaker referved to the “breaking of the German
military power'” and “the foreing back of the enemy
of France, Be the war of short or long duration,
France accepts it,” he said. M. Deschannel then
reviewed briefly the work of Parliament, praising
especially the activities of the several committees,
“Let us thrust to one side,” he said, “both the
sowers of panie and the sowers of illusions. Let us
be sowers of reasoned confidence for the reason that
the issue of this eonflict will not depend solely on
material forces. In the final analysis it is to be a
matter of will power and constaney.”” In conclusion,

the President of the Chamber repeated the determi-
nation of [rance to continue the strugele until
complete vietory had been attained. *“It is not only
a matfer of life,”” he said, “it is a4 matter of that
honor which France always has preferved to life.”
A message from President Poineare addressed to the
French Parliament was read in both houses. It
placed a speeial emphasis on the “sacred union of
the political parties in France,” calling this one of
the conditions of vietory. This union, he said, is
more firmly established to-day. ‘The message con-
cluded as follows: ‘“The only peace the Republic
can accept is one which will guarantee the security
of Europe.”

In the I'rench Senate on Thursday, explaining the
bill designed to raise the limif of national defense
issues which was passed in the Chamber of Deputies
July 29, Alexandre Ribot, the Minister of Finance,
reviewed the Government finaneial situation. “On
July 31, he said, “there were 6,958,000,000 franes
($1,391,600,000) of defense issues in circulation. 1In
July alone 825,000,000 franes ($165,000,000) net
was placed in the short-term bonds and 322,000,000
francs ($64,400,000) in the long-term oblizations.
Our finaneial burdens are eongtantly growing. Arms
and ammunition cost a great deal. We shall prob-
ably have recourse to a long-term loan whereby we
can consolidate all our short-term Treasury issues.
We still have a great military and financial effort
to make to reach a vietorious conelusion of the war.”
The bill increasing the limit of national defense
issues was passed, The total exehanges at the Bank
of France of gold for paper sinee May 27 amount to
314,741 475 francs (862,048,205). The temporary
issue of paper money of the value of §1 and $4 will
be retired and replaced by a better quality of notes.

Press advices from Berlin state that the ehief bhusi-
ness of the Reichstag when it assembles on Aug. 19
will be to vote new credits for war purposes. While
details for the new bonds have not been arranged, it is
assumed in German banking eirveles that the amount
of the loan, like that of the recent one, will be un-
limited. "The rate will be 5% and the subsecription
price (quoting the cable dispateh) “is expected to be
gsomewhat above 99, as compared with 9815 for the
Maurch loan. The prospects for the success of the
next loan are regarded as being highly satisfactory.
The great German banks say they have completely
sold out their bonds of the two previous war loans,
and now have unusually heavy deposits. These
recently were swollen so abnormally that the Berlin
Banlk a short time ago reduced the rate paid on cur-
rent deposits to the normal level.”” Dr, Karl Helf-
ferich, Secretary of the Imperial Treasury, in a state-
ment prepared for the Associafed Press, gave his
views on the economic and financial affairs in Ger-
many as they exist at the end of the first year of war.
Referring to the financial situstion, he said:

So far as finances are concerned, Germany will
carry the swar through for an unlimited time. We
praduce in our own country practically everything
needed for war.  Thus expenditures for war purposes
resolve themselves into savings. These again are
at the Limpire’s disposition, as payments on the war
l pans and deposits are flowing into the banks and
savings institutions more plentifully than in times of
peace. The total of deposits to-day, alter over
53,000,000,000 has been paid on war loans, is higher
than at the outbreak of the war, The gold reserve
of the Reichshank has almost doubled since the war
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began. Notes and deposits in the Reichsbank cov-

. J s Q1 207 1 - ' ‘ 47
ered by gold arve 33159, as compared with 26.79%
in the Bank of France and 21.79% in the Bank of
England.

The confidence of the German people in our finan-
einl strength is ag unbounded as their confidence in
our military superiority. After twelve months of
war, Imperial 3s are quofed at 70, which 18 8 points
below the quotation in March 1914; the minimum
price of British Consols, 65, is 11% below the quo-
tation in March 1914; 39, French Rentes, ut 69, ure
199 below March 1914,

Work, skill, discipline, organization, economy, and
last, but mot least, the ecategorical impetative of
patriotism , have upheld Germany in the First year
against world enemies, and will help us further to
win the war,

In the Russian Duma at Petrograd on Sunday
Michael V. Rodziamko was reelected President of
the Duma by a vote of 296 to 24. The war was
actively diseussed at the session and on the conclu-
gion of the debate the Duma unanimously adopted
the vesolution declaring if to be the Empire’s un-
shakahle determination not to c¢onelude peace before
Russian victory was complete and pledging the will-
ing assistunce of the entire population for the ereation
of fresh weans for continuing the struggle. The
resolution emphagized the necessity of forgetting old
political quarrels and reealled the Government's
benevolence with regard to the interests of “‘all loyal
citizens of Russia without distinetion of race, lan-
guage or religion.” The members also expressed
their “unshakable faith that the shortcomings which
hitherto had existed in providing munitions for the
army will immediately be removed and that those
responsible for eriminal omissions will be made to
pay the penalty no matter what their position.”

Official bank rates at all the Furopean centers
remain ab last week’s quotations. In London, Paris,
Berlin  Amsterdam. Vienng and Copenhagen the
rate 18 59 in Norway, Sweden and Portugal 16 is
514%; in Italy and Russia 6%, and in Spain and
Switzerland 4259, In London money conditions
are easier and the private bank rates at the elose of
business yesterday are 434@A474%, for sixty day bills
and 4749, for three months. A week ago the cor-
responding figures were 5149 for sixty and 5@514%
for ninety days. Day to day funds in London are
35@A% against 4@414% a week ago. There have
been no private bank rates received by cable this
week from any of the Continenfal centers so far as
we have been able to learn.

In this weelk’s return the Bank of England reports
an inerease in the proportion of reserve to liabilities
to 20.40% from 16.779; a week ago. A year ago—
the statement at that time being contemporaneous
with the beginning of the war—the proportion was
only 14.609,. Threadneedle Street gained an ad-
ditional £1,315,255 in gold during the week, bringing
the total up to £62,221,755 which compares with
£97,622,069 at this date one year ago and £39,013,-
434 in 1913. A large decrease amounting to £30,-
578,000 is noted in the item of publie deposits in-
dicating of course heavy government expenditures.
I'rom the proceeds of the recent loan the Government
has been enabled to repay to the Bank of [ngland
£96,000,000 advanced by the latter in the early
stuges of the war. The large reduction of £36,030,-
000 ig reported in loans (other securities), The total

reserve increased £1,361,000, note circulation de-
creased £45,000, “other deposits” decreased £11,-
319,000 and government securities decreased £6,-
284,000, ‘The reserye stands at £47,184,000;and com-
pares with the low figure of £9,966,659 ab this date
one year ago and £27,507,269 in 1913. The public
deposifs aggregate £147,058,000 against £11,499 452
a year ago and the outstanding loans are £155,204,-
000 against £65,351,656 in 1914 and £26,988,361 in
1913. Our special correspondent furnishes the fol-
lowing details by cable of the gold movement into
and out of the Bank for the Bank week: Inflow,
£2,015,000 (of which £821,000 bought in the open
market, £400,000 released from miseellaneous ac-
counts and £794,000 net received from the interior
of Great Bribain); outflow, £700,000 (of which
£350,000 bar gold sold and £350,000 earmarked
miscellaneous). We add a tabular statement com-
paring for the last five years the different items in
the Bank of England return:
BANK OF ENGLAND'S COMPARATIVE STATEMENT.
1915 1014, 1913, 1012, 1011,
Ang, 4 Auwg. b, Awug. 6, Aug. T. Aug. U,
£ £ £ & £

Clrenintion. - .- oo 33,450,000 36,105,420 20,050,165 24,087,700 30,403,745
Publle depoalis. .. - .- 147,058,000 11 409,452 9,350,113 10.816,360 7,651,734
Other deposta. ... 21,000 50,749,010 30,822,805 40 814 43,460,888
Govermnint seouritles. . 46,574,000 11,041,152 12,750,530 2 14,007,286
Other aecurities. ... ... 155,364,000 05,351,066 20,083.301 2n; =1
Togerve notes and eoln_c 47,185,000 5,006,040 2 7200 25,154,041 27, .
Coln and bulllon._ . ... 62,231,755 27,622,060 20,013 454 30,001,531 80 674
Propoction of reserve to

Habllitles 14,005
Bank rate 59 0o

56.92%
bhg

The Bank of France reports an increase of 92,739,-
000 franes in its gold holdings and a decrease of 2356,-
000 franes in silver. Note circulation shows an ex-
pansion of 132,855,000 franes, general deposits a de-
erease of 101,815,000 franes, bills discounted an in-
crease of 24,646,000 francs and Treasury deposits
a deerease of 2,193,000 franes. The Bank now holds
4,222,077,000 franes in gold. Comparisons are not
available, as beginning with the corresponding date
last year the publication of the IFrench Bank state-
ment was suspended for quite a while. On July 29,
however, of 1914, the Bank held 4,141,350,000 franes,
The silver stock is 367,636,000 franes, against 625,-
325,000 francs on July 29 1914, and nofe cireulation
is 12,724,8556,000 francs, which compares with
6,683,184,785 francs the Inst available date of last
year for comparison.

The Imperial Bank of Germany reports fhis week
(ns of Aug. 3) an increase in gold of 7,128,000 marks,
of disecounts, ineluding Treasury paper, 232,984,000
marks, of loans 3,340,000 marks, of note circula-
tion 3,382,000 marks and of deposits 23,840,000
marks. The cash item, which includes Imperial and
loan bank notes and notes of other banks, in addi-
tion to coin and bullion, decreased 53,729,000 marks,
and securities deereased 177,000 marks. The gold
stock is 2,399,674,000 marks, The interruption of
the Reichshank’s statement last year, after the war
had started, prevents an accurate yearly compari-
son, except with July 23. In that statement gold
holdings were 1,356,872,000 marks. Combining
loans and discounts, we have a total of 4,143,212 ,000
marks, which compares with 801,074,000 marks on
July 23 1914, while note circulation stands at 5,210,-
095,000 marks, commparing with 1,890,5893,000 marks
shown by the last returns of the Reichsbank before
hostilities began.
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The Iuml Im)nr'y ‘market has been m.unt um\(l 80
far as lenders’ views are conecerned, at the advances
we noted a week ago. The demand for funds, how-
ever, has not been sctive andFsupplies have been
coming to New York in fair volume., Call money
rates have covered a range of 114@2%, with most
business passing at 1349, the increased activity on
the Stock Exchange apparently making no lasting
impression on the volume of loanable funds., The
New York market may be said fo have token a
languid interest in the official 'announcement from
Washington that the Federal Reserve banks have
ample facilities to offer all the financial 'aid necessary
for marketing the cotton and other agricultural
crops this year. The Federal Reserve Board made
public on Monday a circular letter fo the Boards of
Directors of the twelve banks. 1t declared in brief
that, while the warehouse facilities in the South are
inadequate, they are sufficient to accommodate all
the cotton of the 1915 crop which iz likely to be
stored. The Board has decided that the member
banks offering to loan upon cotton stored and prop-
erly insured should bargain as fo the lopn price of the
cofiton, and that if the market value of the commod-
ity should fall below that price it is to become the
duty of the member bank to see that additional
security is provided. Speecial attention 15 drawn in
the eircular to recent regulations on trade acceptances
whereby two-name paper bearing the endorsement
of buyers and sellers is subject o discount at the
Reserve banks at lower rates than other commereial
paper. The Board proposes that facilities shall alzo
be provided for wheat and corn on condition that
storage and insurance conditions are adequate. The
plan in detail appears in full on a subsequent page in
this issue of the “Chronicle.’”  How far it will enter in
a practical way in the distribution of this year's crops
is something that will have to be demonstrated
by time,

Last Saturday's statement of the New York
Clearing House showed an inerease of $11,845,000 in
loans, of $16,192,000 in net demand deposits and
$6,950,000 in net time deposits. The surplus reserve
above requirements showed an expansion of §7,458,-
160 to $180,384,050, which compares with a defieit
of $17,425,750 under the old form of bank statement
at this date a year ago and a surplus of $26,208,100
at the corresponding date in 1913, Reserves in “own
vaults” increased $4,018,000 to %449 003,000, in-
eluding $372 815,000 in specie; reserves in Federal
Reserve banks :m-rr-.me:! $221,000 to $133,737,000,
and reserves in other (lﬂpﬂ::-ltdl‘lcs increased L:ub,l&b,-
000 to $38,733,000. Thus the aggregate reserve in-
creased during the week $10,375,000.

Referring to money rates in detail, the range for
demand loans during the week has been 114@2%
against 124 @29 a week ago. The higher figure has
been current each day this week, while 134%, was the
lowest on Monday, 114%, on Tm,sduy, 1349 on Wed-

nesday, 1349 on Thursday and 134%, Iriday, On
Monday the ruling rate was 2%, but this was reduced
to 1249, on Tuesday and it remained at that figure
throughout the week. Time money rates have not
been changed from 2M@22{% for sixty days,
3% for nimty four months,

duys, 314Y% for
3 @315 for five months and 3149, for six months.

Commercial paper discounts are o shade firmer, clos-'

ing at 315@334 % for sixty and ninety days endorsed
bills receivable; and for four to six months single
names of choice character. Names not sgo well

kno“n n‘qmro @414 %. Th{' (lw ount mlt‘-u of the
Federal Reserve Bank have not been altered at any
center, except that the rate for sixty to ninety
days bills at Boston has heen reduced from 414 to
497, The rate for trade acceptances at flie New
York Federal Reserve Bank remains at 3169%,. The
IPaderal Board has approved rates for trade accept-
ances at other points as follows; Dallas, 3159, to
60 days; 49 to 90 days; San Francisco, 39, to G0
days, 319, 60 to 90 days. The discount rate for
bankers’ acceptances in Boston, New York, Phila-
delphia, Cleveland, Chicago, Indianapolis and San
I'rancisco as authorized by the IFederal Reserve
Board are 29, minimum and 49%; maximum, The
rates below are the current discount rates of all the
Reserve imnks.
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The market for sterling exchange has ruled cuiet.
On Saturday demand bills were quoted as low as
4 7537 which brings the level down fo the minimum
veached in June, The imminence of the fall and it'-!
final accomplishment, of Warsaw, bhave oxerted ¢
restraining influence on operations but the \mn.lmuns
in quotations was checked by buying of bills by loeal
bankers, There have been no developments that
have become publie in connection with the proposed
Inglish credit that is expeeted to be established here,
It may not he stated that there has been a very gen-
eral pressure of bills. The war ovder payments are ap-
parently being freated as a separate transaction
quite aside from routine sterling exchange operations.
The $25,000,000 Russian acceptances arranged last
January became due on Thursday and were paid
and it is reported that there will be a renewal of the
eredit in such form as will make the Russinn bills
aceeptable for rediscount with Pederal Reserve banks.
Negotiations of a tentative character are in progress
for the establishment of an Italian eredit here, sup-
posed to be for about $50,000,000. There was at
first soma talk of a direct loan but it is understood
that this plan has been abandoned and that the credit
when finally arranged will be for the purpose of
financing purchases by the Italian Government in
this country. The Department of Commerce has
this weelk published a preliminary statement of
July’s foreign trade showing that the exports of
merchandise from the chief customs districts of the
country exceeded the imports by the large amount
of $95,000,000. This suggests clearly that our for-
eign trade balance is still steadily increasing. It is
well known that manufacturers of shrapnel and high
explosives continue very backward in their deliveries,
extensions of delivery dates of contracts having in
many instances been found necessary, This of course
suggests that when these manufacturers begin to
fully live up to their contracts there will be a sudden
and sensational inerease in the export movement. A
total of 81,960,000 gold was received at the Sub-
Treasury from Oftawa on Monday through the
agency of a Canadian bank.

tized for FRASER
Jlfraser.stlouisfed.org/




Ava, 71915.) THE

CHRO\J ICLE

407

Compared with Friday of last week, stnr!ing ex-
change on Saturday was weak, breaking sharply on
news of the impending fall of Warsaw; demand
declined to 4 852{—a drop of nearly 1 cent in the
pound from therate prevailing a week before; the high
was 4 7614, while cable transfers ranged at 4 7624@
4 7634; sixty days was unchanged at 4 7T1@4 7114, | ¢
On Monday extreme dulness was the outstanding
feature, largely on account of the holiday in London;
rates held stmdy at 4 76@4 7615 for demand,
4 76 11-16(@4 7624 for cable transfers and 4 71@
4 7115 for sixby t]:‘l_\,.‘:. A firmer tone was evident on
Tuesday, although trading continued dull and almost
nominal; quotations were unchanged for cable trans-
fers at 4 76 11-16@4 7634, fractionally lower for
demand at 4 7{5('4" 4 76 1-16, while sixty days ad-
vanced to 4 715@4 7114, On Wednesday narrow
fluctuations and light transactions again marked the
day's operations; the tone was steady with rates a
trifle higher and demand quoted at 4 76 1-16@ 7614
and eable transfers at 4 7624 @4 76 13-16; sixty days
remained unchanged at 4 71'4@4 7114. Buying by
an international banking house on Thursday caused
an advance of Ye. in demand, to 4 76 L5@4 76 3-16;
cable transfers and sixty- [luy bills, however, were
not changed from 4 7634 @4 76 13-16 and 4 71 4@
4 7114, respeetively; trading was light. On Friday
the market ruled irregular. Closing quotations
were 4 7L@4 711 for sixty days, 4 7614@4 7614
for demand and 4 76 13-16@4 76 15-16 for cable
transfers. Commercial on banks nominal, documents
forpayment nominal. Seven-day grain bills at
4 75 4@ 4 75%4. Cobtton for payment nominal
grain for payment nominal.

In the Continental exchanges the week’s changes
have not been important. Bankers’ checks on
Berlin have advanced to 8214 against 8114 a week
ago, presumably reflecting the success of the War-
saw campaign. Cable transfers closed at 8214
against 8174, Sterling exchange in Paris closed at
27.02 against 27.10 last week. In New York,
checks on the Trencheentre are 5.6424 againgt 5.69
and cable transfers 5.64 against 5.6814. Swiss ex-
change finished at 5.31 and 5.301% for sight and
bles, respectively, against 537 and 5.36. Italian
lires are firmer at 6.23 for sight and 6.22 for cables
agninst 6.38 and 6.37, respectively, a week ago.
Bankers’ checks on  Amsterdam. are 40 5-16
against 401z a4 week ago, and eables are 40%
against 4017, Greek exchange remaing at 5.20
and 5.25 for checks and cables, respectively.
Copenhagen checks are 25.85 against 25.83. Nor-
way and Sweden both are quoted at 25.90 against
25.88, while Russian rubles have advanced to 33
against 8214 a week ago and 32 a fortnight ago.

The New York Clearing-House banks, in their oper-
ations with interior banking institulions, have gained
£3,661,000 net in cash as a result of the currency
IIIFJVE‘IIH‘IIH for the \\’l"t"l\. ending Aug. 6. Their re-
coipts from the interior have agor v;,utml 38,694,000,
while the shipments have reached 85,033, 000. Add-
ing the Sub-Treasury operations and thu gold im-
portg, which together oceagioned a loss of 5123,000,
the combined result of the flow of money into and out
of the New Yorle banks for the week appears to have
been & gain of §3,638, ,000, as follows:

Ot of

Net Change: th
Hanks,

Week cnding Atg. 6.
Bank Holdings.

Into ‘
Birks_

Hanka® liteslor movement. ..
Bub-T'read. opdr, and gold lmporid. .

94,000 £5,033,000 Galn §3,661,000
18,870,000

15,004,000 Loss 123,000
£27 564,000) $24,026,000 Galn $3,538,000
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The fo]luwmg table indicates the amount of bullion
in the prineipal Buropean banks:
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THE STRUGGLE FOR MAINTAINING FIXED
RETAIL PRICES.

The latest deeision upon the power of producers
of artieles under patents or trade marks to control the
retail prices of such goods gives some encouragement;
to those who are striving for price mainfenance and
suggests a compact review of the principal decis=
ions on this subject.

Pollowing the language of the constitutional gran
of power to encourage authors and inventors, the
patent law grants “the exclusive right to m: I.]\(‘, use,
or vend, n patented article.” This avowed monopoly
for a limited term, the only one ever formally set up,
is apparently as exclusive and broad as language
could make it, and until recent years was prefby
strietly construed as such. Ixelusive ownership
seems to involve exclusive right of disposal, and that
seems to involve power to dictate ferms of sale; buf
it is less clear whether this exclusive power enables
the original seller to attach conditions which shall
virtually fasten a lien on the second and subsequent
sales and even upon all use. A somewhat similar
question has arisen as to the power to sell real estate
under restrictions, and the tendency has been in-
ereasing fo hold that the original owner of patented
goods may fix his price but must make his convey-
ance absolute and final,

[n 1908, the Supreme Court held that copyright
owners cannot control the retail price of a book by
printing it therein, with a “notice' that nobody has
authority to sell it for less; in delivering the opinion
Justice Day remarked that there is a difference bet-
ween the patent and the copyright law and that the
Court was not then passing on the power of patentees
to eontrol prices but had never eonceded such power.
In a subsequent ease, with Justiee Hughes delivering
the opinion, that power over sales was denied to
owners of proprietary medicines, but again without
passing on it as to puatented goods.

That question came up in March of 1012, when
there was one vacancy in the Court and Justice Day
was abgent, The subject was the Dick mimeograph,
the machine having been sold with condifions
(printed on a label attached) that it was licensed for
use only with ink and other needed materials which
were made by the makers of the machine. In the
case selected for test, Dick sued the seller of the ink,
not the buyer and user, and the question as taken to
the Clourt was whether this gale of forbidden material
constituted a “contributory” infringement. Justice
Lurton, with concurrence of Justices Holmes, Me-
Kenna amd Vandevanter, sustained that view, while
Justices Lamar and Hughes united with Chief
Justice White in dissent, The latter wrote a vigorous
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protest against what seemed to him a doctrine liable | whose fancy name needs the nursing of earefully-

to be pushed to an intolerable abuse.

One year later, in the “Sanatogen” case, the Court
stood five to four in the other direction, holding,
through Justice Day, that when a patentee tries to
control retail prices by attaching printed notice of
“econditions’ to the article it is & misuse of terms to
call the transaction a license; the patent owner had
sold the artiele for a price satisfactory to himself and
he had neither interest in nor power over any sub-
sequent sales.

The attempt to “keep a string tied to product
from factory to serapheap” (as one indignant person
put it) continued notwithstanding. A well-known
make of disk phonographie record had been going out
to market with conditions printed on the label, and
as the label has been phrased in the present year the
conditions of the “license” went so far as to omit all
reference to selling or selling price; the entire state-
ment follows the usual phrasing of license, even men-
tioning “royalties” and setting forth that the title
remaing in the maker and he is at liberty to claim the
article back from the private user at any time, on
gome breaking of condition, and in that event to
refund the money paid, less allowance for the elapsed
time, and o on; this printed matter (which probably
not one purchaser in a thousand ever noticed) is taken
off the label on the record itsell and placed on the
envelope containing it, and record and envelope must
not be separated, or the separation will be an in-
fringement.

In March last the suit brought by this company
against Macy alleged that the defendants had sold
records when, not having a license as agents, they
possessed only a non-assignable right of use, as lim-
ited by the printed conditions. With the Bauer
(Sanatogen) case before him, Judge Hand of the
Federal Distriet Court promptly dismissed the case;
he saw no attempt at combination in restraint of
trade and therefore no violation of either of the anti-
trustacts. ““If this wereacase of first impression,” he
gaid, ‘1 might feel that nosufficient reason oxists for
holding that a patentee could not attach such lim-
itations fo the future use of his patented goods as he
might choose, irrespective of whether he had re-
ceived the full royalty or not;” but the Supreme Court
had covered that in the Bauer case,

About u fortnight before this decision by Judge
Hand, the Cream of Wheat Company sent to the
grocery trade a letter seftfing forth that a large store
in this city persistently cut the price of that article
to consumers helow what the regular retail grocery-
man must pay, and that this process, if carried to
other articles, will completely demoralize legitimate
jobber and legitimate retailer together. Therefore
the addressee was requested to wateh his sales care-
fully, so that no quantity of the article, at any price,
should fall into possession of the offending concern,
That concern promptly sought a temporary injune-
tion, alleging monopoly and trade restraint; but
Judge Hough in the Federal District Court denied
this on July 20. The article, he said, is not a nec-
essity nor even a staple in commerce and interference
with price-cutting, so far as not contrary to statute,
seemed to him entively reasonable:

How it can be called substantial and unreasonable
restraint of trade to refuse to deal with a man who
avowedly is to use his dealing to injure the vendor,
when such vendor makes and sells only such ad-
vertisemer t-begotten articles as Cream of Wheat,

handled sales to maintain an output of trifling
moment in the food market, is beyond my compre-
hension. There is no proof that the defendant
refused or threatened to refuse to sell to any one
who sold to the plaintiff; it did request its chosen
customers not to deal with the plaintiff.

While this is not a case of a distinctive or a patented
article it offers encouragement to maintenance of
fixed retail prices by concurring in what seems the
reasonable proposition that if the retailer may pub
his own price upon any article which he has lawfully
obtained the patentee or the producer has an equal
right to cut off the supplies by any lawful means
within his reach, It seems needless to argue that the
benefits of cutthroat competition are limited and
tranzient and that maintenance of reasonable fixed
prices is in the long run best for all inferests. The
Stavens bill to that end failed in the last Congress,
but the American Fair Trade League and other or-
ranizations interested will keep on and the effort
will probably be renewed next Winter.

At the other extreme, a bill appeared in both
branches of the legislature at Albany, last Spring,
proposing a severe penalty for nny person or corpora-
tion engaged in making or selling “of any [ood prod-
uct’” who should “diseriminate in price bebween
different purchasers thereof,” or “refuse to sell the
same to all offering to purchase,’”” or make any sale
or price-concession on condition that the purchaser
“shall not re-sell the same to any person, firm, or
corporation, or except at a fixed price,” when the
effect of such a condition “may be to fix the price
thereof to the consumer.” The third prohibition is
quite covered in the first; the second, which is com-
pletely covered in the first, would bar the mild
action which Judge Hough has approved; the first
would destroy all middlemen by preseribing one price
to all, The wild absurdity of such ostensible at-
tempts to combat the high cost of living needs no
words of comment.

LABOR TAKING ADVANTAGE OF THE WAR
SITUATION.

Concessions which are natural and unavoidable,
under the pressure of orders for war munitions that
cannot wait for any final adjustment of difficulties
in the way, have been made here and there to labor,
and the general situation is one of continued dis-
turbance, breaking out in one plant as temporarily
quieted in another. This is true of the Welsh coal
mines, of England’s war work everywhere, of war
work here, and it is useless to decry or bemoan it.
The fecling of labor is that contracting employers
should not expect to have and will not be allowed fo
have “all” the profits of this imperative but {ransient
activity; this ig labor's opportunity and hour, and no
gooner is a strike “off" in one place than it is “on’” o
threatened elsewhere. Labor intends to make the
mogt of its position as the indispensable factor, and
the union leaders intend to solidify themselves as
the controlling power.

Observe the admirable frankness of one of them,
manager of one division of the International Ma-
chinists’ Association, The pregent time is the best
that has ever happened for us, he says; in the last
fourteen years there have been thres men for every
job and strikers have been handicapped, but now
there are three jobs for every man and the bosses
are crying for help. “This is our time, and can you

itized for FRASER
b://fraser.stlouisfed.org/




AUG. T 1915.]

THE CHRONICLE

409

blame us if we take it?” The conditions are also
favorable, he says, because no other labor trouble is
on now, whereas we have been burdened in the past
by having too much on our hands at a time. We
haye learned the lesson “that a general strike para-
lyzes the strikers more than the employers, and
therefore we will not call out all the factories at
once,”! Instead:

“We intend to start in New York, and then to hop
along the line through New England and the entire
country; there are more than 400 factories in which
we intend to serve notice. * * * We're going to
just hop along the line and as fast as we settle one
we'll take on another.”

The method of this should not be overlooked; it is
justthe method undertaken in the Danbury hat-mak-
ing industry, some years ago—hopping along the line
and overcoming the resistance of one unit shop at a time
and “as fast as we settle one we'll take on another.”

All heretofore said in the “Chronicle’ regarding
the misplaced direction of labor unionisin to bad
ends instead of good ends which are attainable, and
concerning the bad political economy which fights
abundance and seeks fo raise wages by diminishing
output and efficiency and cannot see that high prices
are not an advantage to labor, all this remains true.
Yet it is vain to expect to teach sound political
economy to the unionists as a body; except very
slowly and painfully, and it Is quite vain fo expect
that the leaders will ever look beyond their own im-
mediafe powers.  We may also refrain from accusing
labor of especial selfishness; it is both greedy and
shortsighted, but so is capital, more or less, and con-
tractors in war time cannot pose as either altruists
or patriots. In such a situation as the present, par-
ticularly, we must allow the laborer for whom every-
body is calling to make the most of his “hour,” just
as his employer is sure to do.

We ean waive patriotism and altruism and com-
parative selfishness and even discussion of political
economy to quieter times; but one thing we cannot
waive to either quieter or more strenuous times, and
that is: the supremacy of law. Laborers may bar-
gain, and may leave their work if they choose; but
they must not interfere with work, and they must not
attempt to force the closed shop and the refused con-
cessions by violence. They keep doing this, but
the issue keeps closing more sternly down. There
was another example of the familiar paltering, in the
Bayonne oil district; and then came a better one in
the prompt intervention by this State in the out-
break at Massena. What the Ixecutive of New
Jersey did not do, following like conduct elsewhere
and in more than one State, the Iixecutive of New
York did without dallying.

This 18 the lesson of to-day, the same lesson so
often urged, and so often emphasized by current
events. We cannof eseape it by weakly putting it
by for just this once more. Any Government which
does not. preserve unimpaired the right to hire labor
and the right to sell and use it is not worth having, at
anyprice. Thefirst function of government is main-
tenance of order and law and personal rights, Until
that is fulfilled, all professions and attempts to mak
trade “fair’’ by regulative eommissions are a fravesty.
Let us first attend to the primal duty. Teach labor,
at whatever cost, to respect and obey law. When
this is publicly and firmly accomplished and labor
has been taught the submission it boldly refuses, it
will be quite soon enough fo seek to improve the
morals and practices of trading.

DRINK AND THE WAR AND THE WAR
AGAINST DRINK.

In the swift course of startling events which fol-
lowed the opening of the war in Europe, one that at-
tracted wide and permanent attention was the action
of .the belligerent nations with regard to aleoholic
drink, There was almost universal testimony that
its use constituted a serious element of weakness and
immediate steps were taken to restrict or prohibit
it. In response to the demand of the people, the
Russian Government prohibited the sale of vodka
during the period of the war; France did the same in
regard to absinthe; King George for the sake of ex-
ample banished liguor from the royal household, and
the Kaiser spoke in warning of the danger. Of-
ficers in the German navy had already organized in
favor of total abstinence, because of the disastrous
effect even of beer upon gunnery; and England has
had her legislation paralyzed and the Government
itself put in peril by being compelled to Face the drink
problem among her working people,

All this, however, has been of secondary interest
to us compared with the other issues of the war.
They are still abundant enough and exeiting enough
to monopolize the headlines.  Nevertheless, however
important may be the economic and financial rela-
tions into which the war has already brought us, or
however serious may yet prove to be the other grave
questions with which the Government is dealing,
there is a war going on over the whole length and
breadth of our country against an evil that is causing
an actual loss of human life and a destruction of all
that gives value to life, so constant and sovast as to
be second to none that any war forced upon us from
abroad can entail, News of individual disaster now
and again breaks into the eircle of our friends, or our
home, as it does coming from the front to-day in the
homes of Burope. But the destruction wrought by
drink has been endured so long, and is entangled with
go many personal habits, that we are inured to it.
We realize our individual helplessness when it comes
home to us, and we treat it as an intensive annoyance
when others try to disclose to us or hold our attention
upon the actual situation. So long as we do not
suffer, we try not to care and we do nol want to
know.

To-day, however, no man who pays any attention
to public events can fail to be aware that a great
movement is under way and that an issue is alveady
joined in a movement of far-reaching importance and
involves a social and moral upheaval.

The subject is brought before us in New York by
the recent action of Dr, Goldwater, the able and seri-
ous Commissioner of Health, But before consider-
ing his action, let us have before us these facts. From
the liquor produced or consumed by the people in the
fiscal year ending June 30 1914 the United States
Goyvernment. received a revenue of $226,179,690.
Arrayed against this enormous interest, 18 States of
the Union, with a population of 25,828,613, are al-
ready under ftotal prohibition, or have adopted pro-
hibitory laws to go into effect in 1916. Adding to
these those sections of the country under no-license
laws and those where the sale of liquor is prohibited
by the United States Government, there is 769, of
the aren of the country, with 51,000,000 of the people,
under prohibition. This, of course, does not measure
the fighting foree arrayed against the liquor interest,
but it represents the source from which that force is
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to be drawn. The stafe of the contest is expressed
in the bill to provide for amending the Constitution
of the United States to prohibit “the sale, manufac-
ture, transportation for sale or importation for sale
of intoxicating liquors for beverage purposes,” which
was presented in Congress last December and re-
ceived 197 affirmative, as against 189 negative votes;
and failed only because a two-thirds majority is re-
quired.

In these eircumstances, Dr. Goldwater announces
that his department proposes to inaugurate a cam-
paign against the use of aleohol. His official state-
ment is this: “A diminution in the consumption of
aleohol by the community, according to those who
are in @ position to know and to judge, would mean
less tuberculosis, less poverty, less dependency and
less pressure on our hospitals, asylums and jails. In-
temperate drinking cuts into the support of the fam-
ily. The drinking of parents weakens the vitality
of children. Drinking mothers lose twice as many
babies as do sober mothers. More aleoholism is
found in the parents of feeble-minded ehildren than
in the parents of normal children. The children of
drinkers develop more slowly and do poorer school
work than do the children of abstainers. Aleohol
impairs the tone of the muscles, lessens the produect
of laborers, depreciates the skill and endurance of
artisans, impairs memory, multiplies industrial acei-
dents, causes chronic diseases of the heart, liver,
stomach and kidneys, increases the death rate from
preutnonia, and lessens natural immunity from in-
fectious discases.”

On the basis of this statement he has secured the
co-operation of representatives of the New York
State Commission for the Blind, the American Asso-
eiation for Labor Legislation, the Association for Im-
proving the Condition of the Poor, the Hudson Guild,
the State Chavities Aid Association, the Brooklyn
Bureau of Charities, the New York Social Center
Committee, the Jewish Community, the Committee
of Safety, the Russell Sage Foundation and the Boy
Scouts of America; also public officials representing
the Departments of Public Charities, Bducation,
Police, Mayor's Employees’ Committee and the State
Department of Labor, with representatives of Colum-
hin and Cornell universities, the Central Federated
Union of Labor, the Metropolitan Life Insurance
Co., the Wholesale Grocers' Association and a group
of leading medical men.

These gentlemen are to aid in “an educational
campaign,” It is true we have had that since the
days of Lyman Beecher and “the Washingtonians®
in 1830, and it seems to have accomplished less than
what might have been expected. But times have
changed, The pressure upon organized society and
the State to sustain itself 1s becoming increasingly
heavy. The war is rapidly piling up a vast debt
which will add enormously to the burden of taxation,
whieh in all lands is already an incubus upon the in-
dustries of the people. The country is coming to see
that the revenue from liquor, large as it is, does not
begin to compensate for the loss and outlay that
drink involves. Business men, Bast and West, what-
ever have been their personal habits, are committing

themselves on the side of prohibition, and there is | | r 2
| the present report of the Lehigh Valley company.

every sign of a demand for radical measures that will
not be gainsaid, A lantern slide, which the Health
Department is putting into 800 moving picture thea-
fres in Greater New York, is suggestive of what is
going on. This reads as follows:

“The intemperate use of aleohol is filling our hos-
pitals, asylums, poor houses, jails and cemeteries.
These facts are vouched for hy the Department of
Health, City of New York.”

THE LEHIGH VALLEY REPORT.

The Lehigh Valley Railroad Co. is the first promi-
nent company to render its report for the fiseal yoar
ending June 30 1915. The report in printed form
came to hand at the beginning of the week, and as
this allowed searcely more than 30 days after the
close of the year, the achievement must be con-
sidered quite noteworthy, having regard especially
to the extended statistics contained in the report.

lesults for the twelve months, though not in all
respects as good as could be wished, owing to eauses
beyond the control of the management, must on the
whole be considered quite satisfactory, Most odea-
sion for gratification is found in the parvticulars
where administrative efforts have had free play
and have borne expected fruit either in an addition
to traffic and revenues,or a reduction in expenses,
Efforts in both directions have been evident for
vears and have been attended with an unfailing
measure of suceess, but unfortunately have not been
apparent in the linal vesults to the extent that could
be desired, because of unfavorable tendencies and
influences affecting railroad property in general and
which it was beyond the power of any management
Lo t'{!l’ll-!'{)} ar overcome.

In the matter of expenses, for instance, the rise in
cost of operations has been & feature common to the
whole railroad world, Yet fthis has oceurred in
face of constant endeavors to promote operating
officiency, evidences of which are to be found in the
stafistics of all the roads and particularly the Lehigh
Valley by any one competent to analyze the same,
The causes of the rise in operating costs, which has
been in progress for so long and has impaived the
value of many a railroad property, are many. The
enhanced price of most of the things eéntering into
the operating accounts, and especially tha higher
wige schedules that have had to be paid to labor,
has been one of these, the demand of the public and
the requirement of legislative Dbodies and publie
officials for inereased services and extra accommo-
dations has been another, while at the same time
all public utility concerns have been called upon to
puy inereasing amounts out of their revenues for
taxes to the Government. Vexatious meddling and
interference on the part of Government in one way
or another have also been potent influences in swelling
the expense accounts of the carriers.

There is little general recognition of the extent to
which expenses are ddded to in many different ways
from the caunses and by reason of the circumstances
cited. It is easy to understand how full-erew laws
work to swell the expense accounts by requiring the
employment of help for which there is no need and
through which no good ig accomplished. Numerous
other, though relatively small, ways in which extra
outlays are entailed, escape attention. We have
been particularly impressed with the importance of
this element by a simple matter-of-fact statement in

The statement we have in mind is confained in an
apparently easual remark of President E. B. Thomas
in his narrative of the events and incidents of the
vear, to the effect that the “company has 17 men en-
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gaged in the preparvation of data and collection of
records in connection with the valuation of the com-
pany’s property, for use by the Inter-State Com-
merce Commission, as required by law, and this
foree will have to be increased as the work pro-
gresses.” This may appear to be a small thing in
itself, adding, say, $20,000 a year to expenses, and yeb
this particular work is only in its initial stage, and
State and pational commissions are all the time
calling for extra information and additional statistics
and thus making necessary constant enlargement of
the permanent foree in the statistical and clerical
departments and often, too, in the higher prades of
the service.

The Lehigh Valley is better circumstanced than
most railroads ta endure drains of this description,
and yet these drains are to be reckoned with eyen
in its case. The company is maintaining its 1095
dividends, which is a high rate of return in these
times, but the margin above the requirement for
this purpose is now small, and no such dividends
would in any event be possible except that for a
considerable time in the recent past sharcholders |
were obliged to forego dividends altogether and
enormous amounts oub of emrnings were devoted to
the physical and financial rehabilitation of the prop- |
erty. Nor would results be sufficiently favorable
to permit the continuance of existing dividends
except for the increase in operating efficiency that
has been attained, in part as a result of the large
expenditures referred to and in parb as a result of
skillful manngement in other ways.

One evidence of the development of operating |
efficiency is found in the inerease in train load. It Is l
unfortunately impossible to make gccurate eon-

. F . . v |
parisons in this and other respeets with previous

voars because with July 1 1914 the Inter-State

Commerce Commission ordered material changes in |
the classification of both revenues and expenses. |
The figures for the year immediately preceding have
heen revised 1o accord with this change, in order to |
give correct comparisons, but it was not possible |
to make revisions for previous years, and exact |
comparisons therefore with these earlier yewrs |
are out of the question, Far 1915 the train load of
revenue freight was 621 tons and for 1914 622 tons,

the figures for both these years being on the same |
baais of computation. Including company materialy,
the train load was respectively G644 and 645 tons.
On the old basis the 1914 figures averaged 595 tons
of revenue freight and 617 tons of all freight, including
company material, In the report for 1916 President
Thomas directed attention to the ingrease in the

average train load of revenue freight from 485 tons |

in the year 1903 to 542 tons in 1910. If the com-
parison be extended further back, the improyement
accomplished is found to have been still more note-
worthy, for in 1898 the ayerage train load was only
324 tons, and this apparently included company
freight.

What is being all the time done to reduce the unit
of cost appenrs from a statement in the remarks under
“Additions and Betterments.,”” This statement tells
us that during the past fiscal year 53 heavy consolida-
tion type freight locomotives were rebuilt and

equipped with superheaters, new eylinders and Wal- |

sehaert valve gears, and that these changes have re-
sulted in a reduced fuel consumption as well as in-
creased efficiency of operation due to the better sus-
{ained steaming qualities of the engines.

Up to the last year the sayings in this and other
directions was counterbalanced by a general rise in
expenses. [or the late year, however, it is encour-
aging fo find a small reduction in expenses with some
addition to revenues, Briefly stated, gross earnings
increased $355,315, while expenses were reduced
$1:40.518, thus producing $495.,833 inérease in net,
This reduction in expenses occurred in face of an
increase in the expenditures for maintenance of equip-
ment of $587,698, though, on the other hand, $190,-
800 less was spent upon maintenance of way. The
gaving was effected in the transportation expenses,
which were $421 872 less than in the preceding year,
and in the traffie expenses, which were $80,7064 less.
In view of what has already been said, it will be read-
ily understood how the saving here was brought
about. The increase in gross earnings may come
as a surprise (even though it is not large in amount)
in view of the many unfavorable conditions which
have prevailed, but there was n considerable loss in
revenues the previous year.

Passenger earnings in 1915 did fall off 751,348,
due principally to the suspension of immigration

;hu:_:fm\_f:s, a large part of which has annually gone

to the Lehigh Valley. Since the outbreak of war
in Furope the immigration movement into the
United States his dwindled to practically nothing.
The revenue tonnage was slightly larger in the agere-
pgate than in the preceding year, the incresse heing
about 1.59.. The guain, however, was almost en-
tively in the anthracite coal tonnage and in the agri-
cultural tonnage. Both had been reduced in 1914,
the one by reason of dull conditions in the anthragite
trade due to an exceptionally mild winter and the
other heeause of deficient grain harveats in the West.

Notwithstanding the larger neft income from oper=
ation, the nmount available for dividends was only
56,322 445 against 87,056,659. The falling off,
however, followed mainly from the circumstance

| that o $685,080 dividend on Temple Iron Co. stock

owned by the Lehigh Valley had been ineluded in the
1914 income statement by order of the Inter-State
Commeree Commission. Of course, there was no
similar dividend in 1915. With 86,322 444 available
in 1915 the requirement for the dividends actually
paid was $6,0060,800, showing how small was the
margin remaining, though, on the other hand, this
does not include the results of the Lehigh V