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* Returns not available, a Country clearings department abandoned.
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THE FINANCIAL SITUATION.

The Emergency Revenue Bill, or [(to use the title
in the bill itself) the bill “To provide increased
revenue to defray the expenses of the increased
appropriations for the Army and Navy and the ex-
tensions of fortifications,” &c., passed the Senate
on Thursday morning of this week, after having
already passed the House of Representatives, and,
therefore, (the President's approval being a matter
of course) becomes the law of the land. Its dis-
tinguishing feature is the excess profits tax, which
will take 10% of all profits in business earned by
partnerships or corporations in excess of 8% upon
the actual capital invested, an exemption of $5,000
being first allowed. Twelve months hence, there-
fore, many persons who do not keep in close touch
with the doings of Congress, will be surprised to find
how large a part of their profits will have to be
turned over to the Federal Government. It should
be understood that the 8 per cent allowed is not on
the nominal capital, as represented by the amount
of stock outstanding, but on the actual cash capital
invested, which, in the case of many small corpora-
tions, is practically nil, so that in those instances the
10% levy will apply to virtually the whole profits.
And how much the Government will take in
this way will appear from the estimate of experts
that this excess profits tax will yield no less than
$226,000,000.

The growth of the Federal income tax rate has
been by easy and swift stages. At first the so-called
“normal tax" was only 1%. Then it did not seem
very formidable. This low rate, however, lasted
only a short while. Last September Congress
doubled the normal rate, making it 2%, and also
made the law retroactive so as to cover the full year
1916. The income tax returns now being rendered
to the Government will bear this 2% rate, as many
citizens will learn to their surprise when the bills
come in. This 2% tax is entirely independent of
of the surtaxes, which are levied at a rising scale of
rates, the rate growing higher as the amount of in-
come or profits becomes larger until 13% per annum
is exacted upon incomes in excess of $2,000,000 per
annum. Now comes the excess profits tax with its
appropriation of 10% of the net income or profits
of partnerships and corporations over and above the
beggarly allowance of 8% on the capital invest-
ment.” It is entirely possible, therefore, for the suc-
cessful business man to have to pay over to the Gov-
ernment, in the first instance, as a member of a part-
nership or a corporation, 10% of his profits and then
havejto pay over 15% more (2% normal and 13%
surtax) ontcertain large amounts of his income.
This is in peace times, too, all of the new taxes having
been determined upon before the rupture of relations
with Germany.

But the excess profits tax is not the only new tax
provision in the Emergency bill. Inheritance or
“estate”, taxes on a greatly increased scale are also
provided for It is contended by many economic
students that inheritance taxes are the exclusive
prerogative of the States and should be reserved for
the States as a source of revenue. Last September,
however, the Federal levy on estates was introduced
as a feature of the revenue measures of the general
Government, and this having proved such a handy
source of income the rates are now, in less than six
months after the enactment of the original estate
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tax, very materially raised, in fact increased 50% all
around, in order to tap still further this new and appar-
ently inexhaustible source of revenue. Thus in the
September law 2% was the rate on that portion of es-
tates running invalue from $50,000 to $150,000. Inthe
new law the Government will take three per centum
of the amount by which the estate exceeds $50,000,
and does not exceed $150,000. Similarly, where
undet the law of last September the rate is 10% of
the amount by which an estate exceeds $5,000,000,
now the rate is to be 15%.

This Federal tax is in addition, of course, to the
tax levied by the States. Moreover, while the State
levies on the size of the bequest or legacy and varies
the rate according to the degree of relationship exist-
ing between the beneficiary and the testator, the
Federal Government levies its tax on the estate as a
whole, and in that way the higher rate comes into
play sooner. An estate of $5,000,000 might be di-
vided among ten persons, each getting $500,000, and
the inheritance tax rate which would apply under
State law would be the low rate appertaining to
such relatively small sums, whereas the Federal law
gets the highest rate by treating the* estate as a
whole, no matter into how many small parts it may
be divided.

Under the joint action of the State and the Fed-
eral Governments the transfer or inheritance tax is
now becoming burdensome and the man who suc-
ceeds in amassing a fortune of good size finds himself
confronted with the certainty that a very large slice
of what he succeeds by his toil or genius in achieving,
must, with his death, be passed over to the Govern-
ment. The *“Annalist" of this city in its issue of
Feb. 3 had an article entitled “What it Costs to
Inherit $10,000,000," which contained some in-
structive figures on the subject. The author calcu-
lated separately the State figures in each case and
then combined them with the levy which the Fed-
eral Government will make under the new law of
this week. The table is very interesting and we re-
produce it herewith:

-------State Tax — Total, State A Federal

Slates—

S Amount. % Amount. %
Arizona *99,950 0.99  *1,361,450 13.60
Arkansas 782,810 7.82 2.044,310 15.32
California 1,449,150 14.49 2,710,650 27.10
Colorado 199,790 1.99 1,461,290 14.60
Conngcticut 386,900 3.86 1,621,500 16.47
Georgia 99,950 0.99 1,361,450 13.60
Idaho 296,585 2.96 1,558,085 15.57
HIINOIS oo s 198,800 1.98 1,460,300 14.59
Indiana 296,325 2.96 1,557,725 15.57
Louisiana..........cceevviiiiiiininennns 199,800 1.99 1,461,300 14.61
Maine 199,150 1.99 1,460,650 14.60
Massachusetts, 386,600 3.86 1.648,100 16.48
Michigan 99,980 0.99 1,361,480 13.61
Minnesota 298,725 2.98 1,560,225 15.60
Montana 99,925 0.99 1,361,425 13.61
Nebraska 99,900 0.99 1,360,300 13.60
Nevada 492,750 4.92 1,754,250 17.54
New York 396,550 3.96 1.658,050 16.58
Now Jorsoy. 296.450 2.90 1,557,950 15.57
North Carolina 74,985 0.74 1,336,485 13.36
North Dakota 294,650 294 1,556,550 15.56
Oklahoma 399.600 3.99 1.661,100 16.61
Oregon.....cooceeiiieeeies ceireeeeeenns 99.950 0.99 1,361,450 13.61
Rhode Island 336,500 3.36 1,598,000 15.98
South Dakota 298,725 2.98 1.560,225 15.60
Tennessee 124,900 1.24 1,386,400 13.86
498,900 4.98 1,760,400 17.60
386,850 3.86 1.648,350 16.48
99,900 0.99 1.361,400 13.61
West Virginia.. 296,525 2.96 1,558,025 15.58
Wiscoqsin 296.605 2.96 1,568,105 15.68
Wyoming 199,500 1.99 1,461,000 14.61
Average Tax, State & Federal *305,865 3.05 *1,556,811 15.41

It will be seen from the foregoing that while resi-
dence in certain States gives a decided advantage
over other States, the lowest levy in any State is
1 1-3 million dollars, and from this the amount runs
up to $2,710,650 in the case of California. In other
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words, out of a fortune of $10,000,000, the sum to be
paid over to the combined governments, in the case
of the different States, runs from $1,336,000 to
$2,710,000. Government expenditures are on such
a reckless and extravagant scale that death taxes,
like ordinary taxes, are mounting very fast. There is
accordingly less and less incentive to save, since a
large share will pass away from the owner with his
death in any event. This problem of rising taxation
is becoming the most serious one in our economic
structure. The municipality, the State and the
Federal Government, each and all, by reason of the
prodigal way in which they incur expenditures, are
all the time in need of more money and are casting
about for new sources of revenue or new methods for
increasing the productivity of the old sources.
Where it all will end, only he who possesses the gift
of prophecy can tell.

The food uproar seems to have culminated at the
close of the week in what might almost be called an
unarmed assault upon the Waldorf-Astoria, on the
pretext of insisting upon seeing Gov. Whitman, who
was not there. As in the tenement districts, the riot-
ers had worked themselves into a frenzy of excite-
ment; but while there is no denying the acuteness of
the food situation and probably most of us have
been somewhat restricted in abundance, for at least a
year, in respect to such indulgence of the palate as
we formerly used, neither this great city nor any other
part of the United States is in a condition of actual or
imminent starving. The accounts of last week told
us that one woman in her car, skirting the edges of the
crowd which almost enwrapped her, studied the faces
carefully and could not see any which indicated ill-
nourishment, and that she called a policeman and told
him if any such sufferer could be found there she
would forthwith take the hungry person into her car
and cure the trouble for the present.

Health Officer Emerson has made an inquiry and
has reported to the Mayor that “there is obviously
less dependency and real need than has been common
for many years past.”” Inquiries njade by the Metro-
politan Life Insurance Co. do not disclose any special
suffering, and this is confirmed by such known facts
as the comparatively small unemployment, the high
rates of wages, and the condition as indicated by the
savings panks. The ignorance of housekeeping
among the most crowded city dwellers and their in-
sistence upon having the same food articles to which
they had become wonted may have had a part in the
tension; the professional agitators who always come
with any excitement and fan it by declaiming against
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was high in price because the percentage of corn
growers to the entire population was constantly de-
clining and the percentage of corn consumers was con-
stantly increasing. At that time, wild propositions
appeared, just as we now have an outbreak of hys-
teria; a meat boycott was talked of in the Middle
West; farmers in Kansas were said to declare that
the packers were behind this boycotting suggestion,
and if it was taken up they would boycott for a year
all goods produced by organized labor and would
also advocate free trade; a more advanced suggestion
was that the Government might set up farms and
abattoirs on a tract of public land and go into supply-
ing the people with cheap food.

There is some drop, this week, from the extreme
recent prices of vegetables, and there are obvious
causes which must produce some reaction. New
crops will soon begin to be available, and potatoes
(for example) cannot be held back without danger of
heavy loss; yet the hysteria has not died out of legis-
lators. The $400,000 investigation appears to be in-
evitable; it will consume every penny of the appro-
priation, and its members will have a very pleasant
summer without expense to themselves, but the report
cannot appear before December, and will then go on
the shelves whither so many costly and futile reports
have already gone. There are bills in Albany for
authorizing the Board of Estimate to buy food and
clothing for sale at cost; there is another bill of 36
articles and 325 sections, for setting the State upon
the work of collecting, transporting and distributing
food products; there are also bills for creating what
are denominated “community stores” in this city,
two in this borough, one in the Bronx, two in Brook-
lyn, one in Queens and one in Richmond.

This latter deserves a separate paragraph, since it
proposes to keep a record of sales and all other trans-
actions, to make an accounting at the end of each
November “to ascertain whether there has been a
profit or loss in the conduct of such store,” and to
distribute such profit among purchasers according to
their ratio of purchases. While using a slightly dif-
ferent title, this proposes what would prove a travesty
upon consumers’' co-operation. The agent in charge
of this “ Department of Community Stores” would
get his $5,000 salary, while the scheme lasted. It
happens that the Montclair Co-operative Society
pays the manager of its store $80 per week, but that
safary s By businessTeasons, Hét PHHHEH “BUH=:
the manager knows the business, is worth his salary
and the store dates its success from his coming.

Imagine that the entire work of providing food for
the people, from seed planting and other first steps

the rich promptly appeared and there is considera-{to getting it into the hands of the purchasing con-
e ground for suspecting that the disturbance was sumer, were committed to the State, under the best

s ai e (or at least was quickly laid hold of) for the
purpose of bolstering the renewed cry in Washington

for an embargo on food exports.

Thn Roaw =~ * e I e s .
trnnhl. g N T AN £ Plly’ 18 not_ a new
trouble, feeven years ago the “Chronicle” said that

a fresh mention of it was appearing every few days,
and one of the city dailies had lately printed a com-
panson of prices of a definite quantity of a dozen food
?2ono f ~ aogT  date/.lBcl' by decenmal terms from

T
m 1899 but as having returned to almost their ex-

act figure m 1869, when we had paper money infla-
tion. Seven years ago Mr. James J. Hill talked warn-

ingly on increasing requirements and decreasing pro-
duction as to food, saying that corn, for example,

aiticles being made out as lowest :

:arrangements which could be thought out, and that
<ample notice were given in advance, so that all

Iconcerned could get ready for this new paternalism.

Does any intelligent person suppose his costs and
burdens of living would be less than now; and if they

became less, how long would it take them to become
so? Consumers’ co-operation could do great things to-
wards lightening our burdens, but that must be a grad-

ual development through very considerable time, and

any attempt to short-cut the process through a gov-
ernmental intervention will merely add to the wastes

which are themselves a considerable though little
thought-of factor in the trouble

| The causes of what the newspapers are beginning to
call “H C L” in headlines are complex, and yet lie
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on the surface; no Congressional inquiry could do
anything to them after it had drawn out the
subject into a report of 500 printed pages that no-
body would ever read. We need larger and more ra-
tional and intensive farming; increased carrying ca-
pacity for the railroads; co-operation instead of quar-
relling; cutting-out of wastes, through the entire and
now too-long line from the soil to the table. We need
to stop looking to politicians for help. We need
more industry, more faith in natural laws, and (not
least of all) more patience.

The sensational event of the week has been the
publication of a note signed by the German Foreign
Minister at Berlin Jan. 19 and addressed to the Ger-
man Foreign Minister von Eckhardt in Mexico City.
The latter was instructed to propose to Gen. Car-
ranza an alliance with Mexico and suggesting that
Mexico seek to bring Japan into an offensive and
defensive alliance against the United States. Mexico
as a reward was to receive general financial support
from Germany, was to reconquer Texas, New
Mexico and Arizona, referred to in the note as
“lost provinces” and share in the victorious peace
terms that Germany contemplated. The text of
the measure as published follows:

On the first of February we intend to begin
submarine warfare unrestricted. In spite of this,

it is our intention to endeavor to keep neutral the
United States of America.

If this attempt is not successful, we propose
an alliance on the following basis with Mexico: That
we shall make war together and together make
peace. We shall give general financial support and
it is understood that Mexico is to reconquer the lost
territory in New Mexico, Texas and Arizona. | he
details are left to you for settlement.

The note was furnished for publication by the
Associated Press late on Wednesday night. On
Thursday in response to a resolution by the Senate
for information President Wilson transmitted with
his own approval a report from Secretary of State
Lansing declaring that “the Government is in pos-
session of evidence which establishes the fact that
the note referred to was authentic and that it is in
possession of the Government of the United States,
and that the evidence was procured by this Govern-
ment during the present week.”

The effect of the announcement was to bring sup-
port to the Administration and the immediate pas-
sage by the House of the “armed neutrality bill”
empowering the President to arm merchant ships
and providing for a $100,000,000 bond issue. The
Senate passed the Naval Appropriation Bill, but as
it included an amendment to the House measure,
providing for a $100,000,000 bond issue, the bill
must now be returned to the House. The publica-
tion of the note emphasized the insincerity of the

speech ,of Dr. von Bethmann-Hollweg, the Im-
perial German Chancellor in the Reichstag on
Tuesday. “President Wilson,” he said, “after

receiving our note on Jan. 31 brusquely broke off
relations with us. No authentic communication
about the reasons which were given for his step
reached me. The former United States Ambassa-
dor here in Berlin communicated only in spoken
words to the State Secretary of the Foreign Office
of breaking off relations and asked for his passport.
This form of breaking off relations between great
nations living in peace is probably without prece-
dence in history.” Later on the Chancellor said:
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“For more than a century friendly relations between
us and America have been carefully promoted. We
honored them—as Bismarck once put it—as an
heirloom from Frederick the Great. Both coun-
tries benefited by it, both giving and taking.” A
fuller account of the Chancellor's speech appears
elsewhere in this issue. The submarine campaign
is reported by cable from Berlin to be inspiring great
enthusiasm in Germany and is regarded as the
agency which is capable of forcing the war to a con-
clusion in Germany’s favor.

The spring military campaign in Europe may be
regarded as having commenced in earnest. The
Germans this week have abandoned under cover
of fog and mist a considerable stretch—about eleven
miles—of territory encircling Yys, Serre, Mirau-
mont and Petit Miraumont including the famous
Butte dc Warlencourt which has been the scene of
some of the fiercest fighting of the war. North of the
Ancre river in France the important village of
Gommecourt and the village of Puisieux-Oumont
and trench systems near them have been captured,
while south of the river the forces which previously
had taken Ligny pushed eastward and occupied
Thilloy, about a mile southwest of Bapaume. The
Berlin Foreign Office reports that “ground was
voluntarily and systematically evacuated and the
defense placed in another prepared line.” That
the Germans in their retreat during the last month
have offered little or no opposition seems evident
from the British communication which says that dur-
ing that period only 2,133 Germans were made prison-
ers. In the Somme region the Germans after heavy
bombardment launched raiding attacks against
British trenches at Ablaincourt and Ramcourt and
at each place succeeded in penetrating the British
trenches though they later were expelled, according
to London.

Another theatre of activity has been
Tigris region where the British have
in recapturing Kut-el-Amara and arc now on
their way to Bagdad, to which the lurks have
retreated in a disorderly way, their retreat having
been turned into a rout. Since Feb. 23 4,300 lurks
have been taken prisoners by the British. On none
of the other fronts have any battle of great propor-
tions been in progess. Russian counter attacks
against the Austro-Hungarian forces who captured
positions in the Jacobeni-Kimpolung sector near
the Rumanian-Bukowina border, resulted in the
recapture of several of the positions, according to
Petrograd.

The submarine warfare is continuing,
results are not quite as sensational as at the
beginning of the campaign. For the month of Feb-
ruary 203 vessels are reported (according to one
account) to have been destroyed with an aggregate
of 456,817 tons. Germany officially states that
the campaign will not be modified. The Cunard
Line Steamship Laconia, 18,099 tons gross, which
sailed from New York Feb. 18 for Liverpool, was
torpedoed at 10.50 o’clock Sunday night without
warning. The number of Americans on board has
not apparently been definitely determined, but it is
known that two of the passengers, namely Mrs.
Mary E. Hoy of Chicago and her daughter, Miss
Elizabeth Hoy, were among the Americans who
perished as the result of exposure in being obliged
to take refuge in an open boat after the inhuman

in the
succeeded

though
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attack on the ship. President Wilson is having a
thorough investigation made in order to determine
whether the sinking of this boat may not be con-
sidered an “overt act” which may bring the strain
between Washington and Berlin to a head. The
Kaiser is reported to be suffering from a congestive
chill and is forced, temporarily, to remain indoors.

In London the money market has displayed distinct
ease, a feature that has been reflected both in interest
rates and private discounts. Some expectation was
expressed early in the week that the Bank of England
would reduce its minimum discount rate, but this
was not realized. The Bank, however, did reduce
to the extent of tyz of 1% the rates at which it has
been taking spare balances from the joint stock banks.
In the House of Commons on Monday, Andrew Bonar
Law, Chancellor of the Exchequer, revised his
earlier estimates of the success of the war loan in
making the final report of the transaction. He con-
fessed that more than one billion pounds of new
money, coming from more than five billion sub-
scribers, were the stupendous figures he would have
though impossible only a few days previously. Press
cables state that the loan has resulted in a striking
victory for the Government over the professional
financiers. Bankers had advised the Treasury De-
partment that it could not be floated at less than 6% .
Bonar Law at the time answered that he preferred
to risk failure in an attempt of a 5% loan rather than
to place 6% as the standard of the nation’s credit.
The total of “new money” includes the conversion
of nearly £131,000,000 short-term Treasury bills.
The Chancellor included these figures for the reason
that the bills were comparatively short dated, the
longest being for twelve months ; the shortest for
three. At the time the loan was issued the average
was four months. The bills therefore represented
obligations which had to be met by the State in a
short time and he thought he was right in considering
that freeing the State from them was in effect to
that extent equivalent to new money. Applications
had been received for subscriptions as follows:
Through the Bank of England, £819,586,000; Treasury
bills, £130,711,950; through Post Offices/£30,715,-
000; war savings certificates, £19,300,000. Of the
amount applied for, only £22,000,000 was subscribed
in the fiee-of-tax loan, the remainder being in 5*0S
“In trying to realize the meaning of such a figure as a
billion sterling,” said Bonar Law, “it is right not only
to make comparisons with our previous loan and
those of our enemies, but to consider what the finan-
cial position was when the loan was issued. Through
the necessity of keeping up our exchange, the value
of money in the London market has been much higher
than would otherwise have been the case. The result
was that up to the very eve of the issue of the loan
Exchequer bonds bearing 6% interest were issued and
Treasury bills at 5}*%. In consequence of this
high level of money, it w$s urged by many of those
most competent to judge that the rate of the loan
ought to bo 6%, and | was warned it would be a
failure if the rate were less. | decided it would be
the lesser evil to risk a failure than to stereotype
British credit at the figure suggested.”

The cost of floating the loan, including advertising,
was only £75,000. Speaking in greater detail the
Chancellor said: “The number of subscribers to the
loan is 5,289,000, including 3,200,000 subscribers for
£25,000,000 of £1 for 15 shillings and sixpence war
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savings certificates of a cash value of £19,300,000.
If subscribers of one shilling and upward, but of less
than 15 shillings and sixpence, were added the total
number of subscribers would exceed eight million.”
The war savings certificates included in the Chan-
cellor's statement are certificates purchasable at
15 shillings and sixpence each and upon which £1 is
payable five years subsequently. They are issued
through the post office and are absolutely free of
income tax up to the value of £500 for each individual
holding them. There were no special subscriptions
from banks, whereas in the war loan of 1915 the
special subscriptions from banks came to £200,-
000,000 out of the total of £616,000,000 then sub-
scribed. The public subscriptions in 1915 were,
therefore, £416,000,000 from about 1,100,000 sub-
scribers, as compared with public subscriptions of
£1,000,000,000 from, at the lowest, 5,289,000 sub-
scribers.

It is understood that the sale of British Treasury
bills is to be resumed. This will provide employment
for balances of the banks in the absence of adequate
supplies of commercial bills. It is predicted that
the new Treasury bills will be 4% per cents. The
Government’s war-saving one pound certificates,
which a year ago were merely realizing a few thous-
and pounds sterling weekly to the Treasury, are now
bringing in between £3,000,000 and £5,000,000.
This is regarded as a significant indication that there
has been no decrease in the practice of saving among
the working classes. Last week’s revenue of the
United Kingdom amounted to £24,570,000 and the
expenditure to £47,314,000. Trading on the London
Stock Exchange this week has not been active; the
price level, as a rule, has been maintained. British
dividend disbursements on Thursday aggregated
£10,500,000, of which approximately one-half was
on home railway issues. Shipping issues were some-
what firmer, owing to the reports of destruction of
German submarines by British destroyers.

Little activity has been reported on the Paris
Bourse this week. Considerable interest at the
French centre, according to press advices, is being
shown in the news that our Federal Reserve Board
on Wednesday approved the application of the
Federal Reserve Board at New York for authority to
establish an agency at the Bank of France. This
action of the New York Bank is taken under the
provision of Section 14, paragraph E, of the Federal
Reserve Act, which authorizes any Federal Reserve
bank to “open and maintain banking account in
foreign countries, appoint correspondents and es-
tablish agencies in such countries wheresoever it may
deem best for the purpose of purchasing, selling and
collecting bills of exchange, and to buy and sell, with
or without its endorsement, through such corre-
spondents ar agencies, bills of exchange arising out of
actual commercial transactions, and to open and
maintain banking accounts for such foreign corre-
spondents or agencies.”

All excursion and other cheap railway tickets in
France were withdrawn on Thursday and it is under-
stood that further modifications of existing railway
regulations will soon be announced. Shipping shares
have shown improvement during the week. An
order has been issued by M. Herriot, Minister of
Food, Transport and Public Works, requiring all
Prefects in France to take stock of coal supplies in-
cluding those of individuals. This measure, it is
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announced, merely is precautionary and has in view
preparations for supplies next winter. All coal
stocks, excluding those necessary for one month,
must be declared, only those of munition plants being
excepted.

In the Budget presented to the Reichstag on Friday
of last week Count von Rocdern, German Finance
Minister, stated that war taxation throughout Ger-
many has been increased 20%. Explaining the in-
crease Herr Rocdern declared that it was necessary
because the Budget provided no new money, while
the “safety law” enacted last year called for an in-
crease of 50 to 60 per cent in the legal reserve. The
Minister, referring to the proposed new coal tax,
said that the question of taking over the coal mines
by the State had been rejected as impossible. Ger-
many was well able to rely on its own coal production.
The commodity could be taxed all the easier because
in spite of war conditions the price was lower than in
foreign countries, averaging 15 to 18 marks. Thus,
an average taxation of 2)4 marks on coal and 80
pfennigs on lignite was not too high. Despite the
Finance Minister’'s statement about coal, an official
annoucement was, it is reported, published in Berlin
on Monday that all the coal in the Empire has been
placed under the direct control of the Chancellor,
who will direct the distribution, not only of that
designed for home consumption, but for export as
well. In addition to the coal tax, there will be a levy
of 10 to 16% on railroad tickets and 7% on all freight.
The new war credit recommended was 15 billion
marks. Count von Rocdern said that the war credit
voted last October was nearly exhausted. The
credit was promptly passed through all its stages,
only 18 members of the Reichstag, all Socialists,
voting in the negative.

That increased suffering is being experienced by the
Continental neutral countries is evident from various
reports that have been received by cable this week.
In Switzerland the long awaited restriction of food
distribution, whereby that country will henceforth
have two meatless days weekly, must do without
whipped cream and similar dishes and must limit
egg consumption, is announced. The regulations
prescribe that on two days of the week the use of
beef, pork, goatmeat, mutton and horsemeat is for-
bidden in hotels, restaurants, and private houses. No
one is exempt, but restaurants are permitted to serve
liver, kidneys, brains, hearts, lungs, and sausages
made from any of the foregoing. In Denmark,
where the food situation is reported to be extremely
serious, some new agreement is understood to have
been reached between that country and the Entente
Powers, with the consent of Germany to relieve con-
ditions. The Allies have received assurances that
supplies will not leak through into Germany. On the
other hand, the German authorities deny that the
arrangement is in the least inimical to their interests.

Official rates have remained at 5% in Paris, Vienna
and Copenhagen; 5)4% in London, Italy, Portugal
and Norway; 6% in Petrograd, and 4)4% in Switzer-
land, Holland and Spain. In London the private
bank rate is quoted at 5)4% for sixty and ninety day
bills, against 5)4@5)4% a week ago. Cables from
Berlin still give 4"4% as the nominal private bank
rate at that centre. No reports have been received
by cable of open market rates at other European
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centres, so far as we have been able to learn. Money
on call in London has been reduced to 4)4% from
4%%. The rate of discount of the Bank of Bombay
was reduced on Feb. 24 from 8 to 7% . The rate of
the Bank of Bengal also was lowered from 8 to 7% .

The outstanding feature of the Bank of England’s
weekly statement again proved to be a substantial
reduction in its gold item, amounting this week to
£1,431,753. As a result the total reserve was re-
duced £1,441,000, there having been an increase in
note circulation of £9,000; and the proportion of
reserves to liabilities was lowered to 15.82%, com-
paring with 18.20% a week ago, and 27.02% at
this date last year. Public deposits decreased £990,-
000. Other deposits, however, recorded an expan-
sion of £21,164,000. Government securities de-
creased £2,486,000. Loans (other securities) were
increased £24,168,000. The English Bank’s gold
holdings now stand at £54,296,090, against £56,-
109,692 in 1916 and £59,992,087 the year previous.
Reserves aggregate £34,161,000. This compares
with £41,253,192 last year and £43,909,167 in 1915.
Loans total £119,383,000, as against £96,743,043 and
£118,178,863 one and two years ago, respectively.
The Bank reports as of February 24, the amount of
currency notes outstanding at £130,915,901, as com-
pared with £132,090,198 last week. The amount
of gold held for the redemption of such notes is still
£28,500,000. Our special correspondent is no longer
able to give details by cable of the gold movement
into and out of the Bank for the Bank week, inas-
much as the Bank has discontinued such reports.

We append a tabular statement of comparisons:

BANK OF ENGLAND'S COMPARATIVE STATEMENT.

1917. 1010. 1915. 1914. 1913.

Feb.28. Mar. 1. Mar. 3. Alar.4. Mar. 5.
£ £ £ £ £

Circulation.................. 38,584,000 33,300,500 34,532,920 28,498,150 28,110,590
Public deposits_____ 47,840,000 50,030,757 51,872,482 22,441,289 24,040,177
Other deposits.............107,992,000 102,018,500 118,841,851 40,877,199 40,485,910
Governra'tsecurities 82,445,000 32,838,040 20,917,424 11,152,089 13,034,912
Other securities__ 117,383,000 90,743,043 118,173,803 38,070,421 42,529,831
Reserve notes A coin 34,101,000 41,253,192 43,909,157 31,738,533 27,814,188
Coin and bullion... 54,290,090 50,109,592 59,992,087 41,780,783 37,480,778
Proportion of reserve

to liabilities.......... 15.83% 27.02% 25.75% 50.13% 42.75%

Bank rate 5% 5% 3% 5%

The Bank of France in its report this week records
a further gain in its gold holdings of 6,359,200 francs.
No gold was transferred abroad during the week.
The total gold holdings (both at homo and abroad)
amount to 5,148,881,450 francs, comparing with 5,-
015,040,192 francs (all in vault), a year ago, and
4,240,366,870 francs in 1915. The silver item was
again decreased during the past week, namely,
2,295,000 francs. Notes in circulation showed a
further large expansion of 208,891,000 francs. Bills
discounted increased 44,174,000 francs and Treasury
deposits 36,903,000 francs. Other changes were
unimportant. Note circulation now totals 18,097,-
436,000 francs, against 14,460,136,125 francs in
1916 and 11,072,511,045 francs two years ago.
Comparisons of all the various items with the state-
ment for the previous week and with the correspond-

ing dates in 1916 and 1915 arc as follows:
BANK OF FRANCE'S COMPARATIVE STATEMENT.

Changes = --eeeeeereemeeeeeeee F- T ) (S
fur Week. Mar. 1 1917. Mar. 2 1910. Mar. 4 1915.

Gold Holdings— Francs. Francs. Francs. Francs.
In bank... 1,359,200 3,203,278,175 5,015,010,192 4,240,300,870
Abroad... No chango. 1,945,003,275 ooet e — e
Total.. .Ino. 0,359,200 5,118,881,450 5,015,010,192 4,240,300,870
silver-... Deo. 2,295,000 270.512.000 300.775,302 370,775,050
Bills di Inc. 44,174,000 550.823.000  422.981,259 311.900,147

1.247.343.000
18,097,430,000
92,081.000
2.455.500.000

1,252,285,482
14,400,130,125
59,154,087
1,954,813,140

- .Dec. 2,505,000
.Inc.208,891,000
.Inc. 30,903,000
.Inc. 3,970,000

742,100,992

11,072,511,015
72,303,521
2.303,312,209

Advances-:
Note circulation .
Treasury deposits.
General deposits..
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The weekly statement of the Imperial Bank of
Germany, issued as of Feb. 23, shows the following
changes: Total coin and bullion decreased 277,000
marks; gold increased 283,000 marks; Treasury notes
were expanded 40,925,000 marks; notes of other
banks increased 2,610,000 marks; bills discounted in-
creased 104,273,000 marks; advances decreased 2,-
182,000 marks; investments showed an expansion of
6.129.000 marks; other securities declined 2,837,000
marks; notes in circulation gained 415,000 marks;
deposits registered the large increase of 243,505,000
marks, while other liabilities were reduced 29,333,000
marks. Total gold holdings aggregate 2,526,081,000
marks, against 2,456,400,000 marks a year ago and
2.254.281.000 marks in 1915. Note circulation now
stands at 7,847,041,000 marks. This compares with
0,280,000,000 marks in 1916 and 4,035,353,000
marks the year preceding.

In local money circles lenders again are inclined to
show greater independence, which is not unnatural
in view of the momentous developments in the inter-,
national situation. But the demand for funds is by
no means active, notwithstanding that trade accounts
from all sections of the country seem to be showing
few signs of contraction. The prospects of large
oans on account of our own Government, as well as
on foreign account, will naturally create caution in
the matter of entering new commitments. Mean-
while the influence on the local market for funds is
being shown by the decision of both the Southern
Railway and the Erie to resort to the issue of short-
term notes rather than attempt financing under the
large blanket mortgages that had been authorized.
There have, of course, been very large profits made
by manufacturers and speculators during the war
period. But if we consider the huge investments
that have been made, as for instance the purchases of
American securities from former foreign holders, and
the large volume of foreign government bonds that
have been purchased by American investors, the net
amount of capital available for new enterprise and
new investment is apt to be popularly exaggerated.
Hence it is but reasonable to suppose that the active
offerings of Government securities that are in sight
will mean that holders of funds will demand remun-
erative rental rates.

Last Saturday’s bank statement of New York
Clearing House members, which will be found in
more complete form on a later page of this issue,
showed a further increase in loans of $15,005,000.
Net demand deposits were expanded $10,503,000,
and net time deposits $5,305,000. Reserves in
“own vaults” again increased, namely, $5,591,000,
and now stand at $531,491,000, of which $475,-
182,000 is shown to be specie. Last year the re-
serve in own vaults was $503,223,000, including
$430,028,000 in specie. The reserve in Federal
Reserve vaults declined $2,002,000, to $193,035,-
000, compared with $106,754,000 a year ago. Re-
serves in other depositories gained $391,000, and
total $56,100,000, against $58,479,000 in 1916.
Aggregate reserves registered an additional increase
of $3,980,000, which brings the total to $780,026,000,
and compares with $728,456,000 held at the corre-
sponding date last year. The reserve required was
increased $2,242,280; consequently, surplus reserves
registered an expansion of only $1,737,720. Total
excess reserves are now $107,452,940. A year ago
the total was $134,998,790.
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Referring to specific moneyjrates, call loans this
week have covered a range of 13020 2)~%, against
2@23~% last week. Monday the high and ruling
quotation was 2)4%, with 1)4% the low. On
Tuesday the range was 2@2)4% and renewals still

234%. On Wednesday, Thursday and Friday
2) 4% was again the maximum; the low was 2" % ,
which was also the basis for renewals. In fixed
maturities firmness developed during the Ilatter
part of the week following the publication of Wash-
ington’s sensational disclosures. Sixty-day Dbills
were still quoted at 4%, but ninety days advanced
to 4@4)4%, against 4% ; and four, five and six
months remain at 4@4*4% . At this date a year ago
sixty days money was quoted at 2@2% % ; ninety

days at 2% %, and four, five and six months at
3%. For mercantile paper trading has been
quiet and without noteworthy feature. Sixty and

ninety days’ endorsed bills receivable and six months
names of choice character remain as heretofore at
4@434%, while names not so well known still re-
quire 4)4% . Banks’ and bankers’ acceptances
have been slightly less in demand, although rates

continuesteady and quotably unchanged. De-
tailed quotations follow:
[N, S0 0| g =1 [\V/-T oV A —— Delive
Rinety P Sepvey—iive R
Days. Days. Days. 30 Days.
Eligible bills of member banks ..3H@3 3i$@3 370@3 3H bid
Eligible bills of non-member ban 3XO©3'A 3X@3X 3X@3X 3H bid
Ineligible bill 4X@3X 4@3% 4@3H 43* bid

The Federal Reserve Board approved the follow-
ing rates for the Reserve Bank at San Francisco
on the 1st instt Commercial paper, maturing
within fifteen days 3)4% ; from 16 to 30 days (hereto-
fore 3)4%) 4% ; 31 to 90 days, 4)4 % ; (it had previous-
ly been 4% on paper from 31 to 60 days and 4)4%
from 61 to 90 days); trade acceptances 31 to 90 days
3) 4% ; (the rates had been 3% up to 60 days and
3)4% for 61 to 90 day paper); commodity paper
31 to 90 days 3)4% (the rate had been 4% for paper
maturing from 31 to 60 days and 4)4% for 61 to 90
day paper.)

Prevailing rates for various classes of paper at the
different Reserve banks are shown in the following:

DISCOUNT HATES OF FEDERAL RESERVE BANKS.

8 g 3 g
CLASSES 553 ; 8 O ©
o= c 55 E 535588 g , ¢
DISCOUNTS AND LOANS 5 B 3 g £ 8§ 3 e 3§ 8 L
23z 658 ¢& JE¢€ <2
da 20X X585 <8 8
Commercial Paper—
1 to 10 days maturity.......... 3X 3
1to 15 “ LR 3
JJrols 0 S . 3X zx 4 4 3X 3X 4 4 3x 3§
16 to 30 4 4 a4 4 4 4 4 44X
gi Eogg N - 4 4 Zl 4A 4 4 4 44X 4 *X
0 ¢ 4 4 y y
Agricultural and 4A 4 4A 4X 4X 4X 4X 4X
Live-Stock Paper—
91 days to 6 months maturity 5 5 y
Proml),ssory Notes of Membe¥ axs 4AS s s s s s 8X
Banks— !
1 to 15 days maturity. 4 3 33X 3X BA 3X 3X 3X 4 4 3X 4
Trade Acceptances—
1 to 30 days maturity, 3'’A8 3m 3  3A3X 3FA FA 3X 4  3X 3H
31 to 60 3H 8 323X 3X 3X 3'A3X 3X 4 3X 3X
61 to 90 3X 8 3X 3A 3X 3X 3X 3X 4 3X 3X
-
4 1. 3X .. 3X 3X 3X 3X 4 3'A”
4 1. 3X 3X 3X 0 3X 3X 4 3X 8
61 to 90 o4 1... 3X 3X 3X FA3X 4 3X 8
61 days to 6 months maturity 8
-
OPEN MARKET DISCOUNT AND PURCHASE RATES OF FEDERAL

RESERVE BANKS.

Bankers' Acceptances— Authorized discount rate for all Federal Reserve banks;
minimum, 2% ; maximum, 4% .

Trade Acceptances.— Bills with maturities of 00 days or less, purchased In open
market without member bank endorsement, by New Orleans branch of Atlanta
Federal Reserve Bank; 3H to 4%.

Commercial Paper.— Bills purchased In open market by Dallas Federal Reserve
Bank; 3 to 5%.

Bills of Exchange.f Bills purchased In open market by Atlanta Federal Reserve
Bank; 3X to 5X%.

Bills With or Without Member Bank Endorsement— Bills with maturities of 90 days
or less purchased In open market by St. Louis Federal Reserve Bank; 2 to 4% .
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In sterling exchange circles cable transfers have
been maintained, but demand and other bills have
shown a degree of weakness that has not been evident
for a considerable period. Demand bills, which were
quoted at 4 75% on Saturday, declined as low as
4 74% on Thursday. News of the sinking of the
Cunard liner Laconia, with loss of a large amount of
mail, may be regarded as having exerted a sentimental
influence, indicating the risk of forwarding documents
under existing conditions. Checks and other docu-
ments are necessarily delayed, even though not lost,
and the net effect of the new situation is to leave the
market in a muddled and highly nervous position.
The weakness in money in the British centre, result-
ing from the completion of accumulations for the new
war loan, was another feature exercising a depressing
influence. The natural tendency of low rates in
London and more remunerative figures in New York
is to encourage the withdrawal of American funds
from the British centre. The continued destruction
of shipping must sooner or later exercise a restrictive
influence on our trans-Atlantic trade, including both
imports and exports. The week’'s gold movement
was all on export account, no importations having
been announced. Export engagements have aggre-
gated $3,065,000, which includes $1,850,000 to
South America, $615,000 to Spain and $600,000 via
San Francisco to Japan.

Referring to the movement of rates in greater de-
tail, it may be stated that, compared with Friday of a
week ago, sterling exchange on Saturday was a shade
easier, with demand quoted at 4 75% and sixty days
at 4 71 7-16; cable transfers were still pegged at
4 76 7-16; very little business was recorded and quo-
tations remained practically nominal. Monday’s
market was a dull affair, with trading limited almost
solely to cables; rates were again quoted nominally at
4 75% for demand, 4 71 7-16 for sixty days and cable
transfers at 4 76 7-16. News of the sinking of the
Cunard Line S. S. Laconia with large quantities of
mail caused a weaker undertone in sterling rates on
Tuesday, and demand declined to 4 7530@4 75%
and sixty days to 4 71%, on the theory that this will
tend to lessen the possibility of transacting any busi-
ness except through the medium of cable transfers;
the latter were quoted as heretofore at 4 76 7-16.
On Wednesday increased weakness became evident
under the influence of lower money rates in London,
the prospect of a stiffening in time loans here and a
less favorable aspect for the resumption of regular
sailings; demand touched the lowest point reached in
a long period, viz., 4 75%; the range was 4 75% @
4 7530; sixty day bills receded to 4 71% @4 71 3-16,
though quotations were nearly nominal and trading
restricted to cable transfers, which continued firmly
held at 4 76 7-16, unchanged. Announcement on
Thursday of the discovery of Germany’s intrigue to
enlist Mexico and Japan as allies in event of actual
hostilities with the United States was responsible for
a further decline in demand to 4 74% @4 75%; sixty
days also receded to 4 70% @4 70%, although cable
transfers were maintained at the fixed rate of
4 76 7-16. On Friday the market ruled firmer, in-
fluenced largely by the passage of the bill authorizing
the President to arm merchant shipping. Demand
bills were quoted at 4 74% @4 75% and sixty days
at 4 70% @4 71. Closing quotations were 4 71 for
sixty days, 4 75% for demand and 4 76 7-16 for cable
transfers. Commercial sight finished at 4 74%,
sixty days at 4 71, ninety days at 4 68%, documents
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for payment (sixty days) at 4 70%, and seven-day
grain bills at 4 74. Cotton and grain for payment
closed at 4 74% @4 74%.

The Continental exchanges have experienced an-
other week of nervous tension and hesitancy, as is not
unnatural in view of the almost daily occurrence of
epoch-marking events, both on this side of the Atlan-
tic and in Europe. Following news of the sinking of
the giant Cunarder Laconia, as well as unconfirmed
reports of German submarines in nearby waters, a
more gloomy view seemed to be taken of the shipping
outlook, exchange operations are being conducted
mainly by means of cable transfers. Trading was
not active. The exceptional weakness in exchange on
Rome was again a source of widespread discussion
and is explained in large measure by the reports of a
disappointing response to the recently issued ltalian
national loan, while the failure of the Italian Govern-
ment to establish new credits in this country, coupled
with an almost total absence of banking support,
created a decidedly unfavorable impression. Lire,
after opening week, broke sharply on Monday to 7 48,
touched 7 55 on Tuesday, dropped to 7 67 on Wednes-
day and reached the unprecedented figure of 7 76 on
Thursday, which contrasts with a normal rate for
sight bills of 5 18%. Reichsmarks this week have
ruled steady, representing the withdrawal of funds
from this centre by Berlin as a response to the acute
political crisis. Francs were easier and further
slight declines were recorded, due, it is believed, to
the absence of the expected announcement of nego-
tiations looking for the placing of substantial new
credits in this market. Rubles have ruled barely
steady early in the week, but closed weak on reports
of Japan’s refusal to grant new unsecured credit to
Russia. Washington’s astounding revelations, pub-
lished on Thursday, concerning the German plot
to bring Mexico and Japan into the war on the
side of the Central Powers in case of a final break
with this country, exercised a depressing effect
upon all the exchanges and the close was weak, with
the exception of Berlin exchange. Demand bills on
Berlin finished at 68% and cables at 68 3-16, com-
paring with 68% and 68% last week. Kronen fin-
ished at 11.12, against 11.10 the preceding week. The
sterling check rate on Paris closed at 27.82, comparing
with 27.82%, the previous close. In New York sight
bills on the French centre finished at 5 85% ,against
5 85%; cables at 5 84%, against 5 84%; commercial
sight at 5 86%, against 5 85%, and commercial sixty
days at 5 90%, against 5 90% on Friday of last week.
Lire suffered a further decline, and closed at 5 75
for bankers’ sight, as compared with 7 41 and 7 74
for cables, against 7 40 a week ago. Rubles finished
at 27 75. This compares with 28.35 on Friday of
the week previous.

In the neutral exchanges uncertainty as to the im-
mediate outlook is still paralyzing normal business
transactions, and trading was again at a low ebb.
Movements pro and con were relatively unimportant.
The Scandinavian exchanges have shown a firmer
tendency. Swiss exchange continues very firm, while
Spanish pesetas were fairly steady, at previous high
levels. All quotations except upon the basis of cable
transfers are looked upon as nominal. Guilders were
again weak, declining presumably on war develop-
ments, to the lowest point touched in several months.
Bankers’ sight on Amsterdam finished at 40%,
against 40 7-16; cables at 40 7-16, against 40%; com-
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mercial sight at against 40 5-16, and commercial
sixty days at 40)”, against 40 3-16 last week.
Swiss exchange closed at 5 02 for bankers’ sight and
5 01 for cables, in contrast with 503 and 5 01, re-
spectively, the preceding week. Greek exchange
(which may still be regarded as neutral) remains at
5 00 for sight bills. Copenhagen checks closed at
27.50, against 27.30. Checks on Sweden finished at
29.50 and checks on Norway finished at 28.15,
against 28.00 a week ago. Spanish pesetas closed
at 21.15. This compares with 21.18 the week pre-
ceding.

The New York Clearing House banks, in their
operations with interior banking institutions, have
lost $1,165,000 net in cash as a result of the currency
movements for the week ending March 3. Their
receipts from the interior have aggregated $9,062,-
000, while the shipments have reached $10,227,000.
Adding the Sub-Treasury and Federal Reserve op-
erations and the gold exports, which together oc-
casioned a gain of $27,222,000, the combined result
of the flow of money into and out of the New York
banks for the week appears to have been a gain of
$26,057,000, as follows:

i Into Out of Net Cl e In
Week ending March 2. Banks. Banks. Bank Holdings.
Banks’ Interior movement___ 59.062.000 $10,227,000 Loss $1,165,000
Sub-Treasury and Federal Reserve
operations and gold exports 63.614.000 36,392,000 Gain 27,222,000
Total $72,676,000] $46,619,000iGain $26,057,000

The following table indicates the amount of bullion
in the principal European banks:

March 1 1917. March 2 1916.
Banks of .
Cold. Silver. Total. CGold. Silver. Total.
£ £
56,109,692
14,4*31,666 215,032,600

2,191,950 125,049,400

£ £
54,296,090 56,109,692
10,820,486 138,951,607 200,601,600
802,600 127,106,650 122,857,450

£
England.. 54,296,090
Francea.. 128,131,127
Germany. 126,304,050

Russia 147,486,000 11.917.000 159,403,000 162,087,000 4.444.000 166,531,000
Aus-llun.c 51.578.000 12.140.000 63.718.000 51.578.000 12.140.000 63.718.000
Spain___ 52.720.000 29.773.000 82.493.000 36.477.000 30.349.000 66.826.000
Italy —— 35.987.000 2,906,000 38.893.000 42.524.000 4.157.000 46.681.000
Netherl 'ds 49.219.000 540,100 49,759,100 40.812.000 438.400 41,250,400
Nat.Bel.h 15.380.000 600,000 15.980.000 15.380.000 600,000 15.980.000
Switai'land 13,748,900 ig';gi'ggg 10,111,200 10,111,200
Sweden .. 10.364.000 . B 8.912.000 8.912.000
Denmark. 8822000 - 33*060 8915000 6192.000 . 190*666 6 385.000
Norway.. 6,900,000 6.900.000  3.540.000 3.540.000

69,592,180 770,528,347 757,181,942

Tot. week. 700,936,167
69,619,980 771,282,082 756,791,503

Prev.week 701,662,102

68,947,350 820,129,292
68,766,860 825,558,363

a Gold holdings or the Bank of Franco tills year are excluslvo of £77,824,131
held abrond.

* Tlio gold holdings of tno Bank of Russia for both years In the above statement
have been revised by eliminating the so-called gold balance held abroad,

¢ July 30 1914 In both years, h Aug. 0 1914 In both years.

OUR GOVERNMENT AND RELATIONS WITH
GERMANY.

Events in the field of relations between the United
States and Germany have moved so rapidly this past
week as to give at times, even to those most reluctant
to accept such a conclusion, the impression of an all
but resistless sweep toward definite hostilities. At-
tacks by German submarines on English and neutral
merchant and passenger vessels had continued, cul-
minating in the sinking of the Cunard steamship La-
conia at half past ten last Sunday night in the Irish
Sea, without warning and with resultant loss of num-
erous lives, including at least two American citizens
who were passengers on the ship. Before the news
of this significant event had been received in the
United States, the President again appeared before
Congress on Monday, to ask for authorization to pro-
tect American commerce and lives after the expira-
tion of this Congress, which ends by constitutional
limitation to-morrow.

After outlining the nature of the situation, the
President said that “we must defend our commerce
and the lives of our people,” although “it is devoutly
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to be hoped that it will notJbe;necessary to put armed
forces anywhere into action.” *“l am not now,” he
continued, “proposing or contemplating war or any
steps that need lead to it.” He requested “that you
will authorize me to supply our merchant ships with
defensive arms should that become necessary, and
with the means of using them” ;?also with “a sufficient
credit to enable me to provide adequate means of
protection where they are lacking.” Expressing his
belief that the Administration would “already pos-
sess that authority without special warrant of law,”
he nevertheless stated his preference, “in the present
circumstances, not to act upon general implication.”
“No course of my choosing,” he asserted, “will lead
to war. War can come only by the willful acts and
aggressions of others.”

The response of Congress was the submission of
bills in both Houses authorizing all commanders of
merchant vessels to arm and defend their vessels
“against unlawful attacks”; the president being au-
thorized to supply them with defensive arms fore
and aft and with ammunition. In the Senate bill,
the President is also authorized to use such “other
instrumentalities and methods as may in his judg-
ment and discretion seem necessary.” For this pur-
pose, $100,000,000 was to be appropriated, obtaina-
ble through a bond issue. The House, by a vote of
403 to 13, practically non-partisan, passed the bill
on Thursday evening, though without the “other in-
strumentalities and methods” clause. The bill is
still under debate in theJSenate at this writing. On
Monday the New York Chamber of Commerce
acted, adopting resolutions urging the Government
“immediately to adopt such protective measures as
will assure the prompt resumption of regular steam-
ship service by American ships engaged in European
trade,” and declaring that the Chamber “considers
the German note as a menace to the inalienable right
to life, liberty and the pursuit of happiness.”

On Tuesday, Bethmann-Hollweg addressed the
German Reichstag regarding German-American re-
lations. In a long speech he declared of our Govern-
ment’'s action regarding diplomatic connections that
“this form of breaking off relations between great
nations living in peace is probably without precedent
in history.” He asserted that this action was taken
by President Wilson “brusquely”; he charged the
United States with partiality against Germany; in-
timating, through use of assertion as easy to make
as it would be difficult to prove, that England
also would doubtless have destroyed merchant
vessels without warning had that policy been
convenient. After complaining at much length
of the English blockade and of the Allies’
jection of the German peace overtures, he asserted
that the submarine campaign on its present basis
would be continued. His assertions were supported
by members of the Reichstag; whose view, as ex-
pressed in the debate, was fairly summed up in the
assertion of the Conservative leader that “the Ger-
man people stand united and determined behind the
Kaiser, even those who until now have raised objec-
tions against unrestricted submarine war.”

These sufficiently striking developments were fol-
lowed on Thursday morning by publication in the
newspapers, through the Associated Press, of the text
of a highly extraordinary note from the German Gov-
ernment to the German Minister in Mexico, dated
Jan. 19, and proposing that Mexico join Germany in
the war if the United States should not remain neu-
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tral, promising in return financial support to Mexico
and ultimate cession to that Government of territory
from New Mexico, Texas and Arizona and sug-
gesting that Japan be drawn into the league. This
astounding document, the means of obtaining which
are unknown, but whose authenticity is appar-
ently guaranteed by our Government, was dated
Jan. 19, or twelve days before the German war zone
note— a fact with a curious bearing on the German
Chancellor’s intimation that the announcement of
our diplomatic rupture with Germany, on Feb. 3,
took the German Government wholly by surprise.

The three considerations which arise, after these
momentous and significant events, are, first, the atti-
tude of Germany; second, the action of Congress on
the provisions for national defense, and third, the
action which the Administration would hereafter
take, when it had received the desired authority. As
to Germany’s attitude, the Reichstag proceedings
gave some indication. Bethmann-Hollweg’'s com-
plaint of unprecedented “brusqueness” in our Ad-
ministration’s action was at once judged here in the
light of our Government’s plain warning of last April
as to the consequences, in the field of diplomatic re-
lations, if the submarine campaign as previously
conducted should not be abandoned. But it must
now also be judged in the light of the reported over-
tures of Germany to Mexico— which, following the
known intrigues of German representatives in that
country, and which, undertaken in advance of the
recent German war zone note, throw a very serious
light on the purposes of the Berlin Government.
They also throw a very singular light on the German
Government’s diplomacy; for the proposal was mani-
festly one of monstrous stupidity, certainly not least
in its effort to draw in Japan. From one point of
view, it illustrates the total inability of German
statesmen to understand popular feeling and the po-
litical status in a foreign country; from another, it
certainly tends to create a situation which those
whose memories run back to the successive incidents
which led to the Spanish war of 1898 will forcibly
recall.

The action of Congress has been chiefly in doubt
during the present week, because of La Follotte’s fili-
buster against the Senate’'s passage of the bill for
arming merchantmen. The situation has been in this
regard peculiar. Originally, the opposition of the Re-
publican minority was based on a contention that the
President ought to summon the new Congress im-
mediately in extra session, if war should be impend-
ing. For this contention there were plausible argu-
ments; but they ignored the consideration, to which
the President indirectly referred in his speech of Mon-
day, that the closeness of pluralities in the new House
of Representatives forebodes a prolonged contest
over the Speakership. That might create an intol-
erable situation if the whole issue of national defense
were to be held up, in such a crisis as might easily
exist, pending a struggle over organization of the
House, which might occupy weeks or months.

As to what would be the President’s action in case
Congress should confer the desired authority, it is
extremely difficult to say. The only light on that
question is found in the President's own speech, in
which he said that for armed neutrality “there is
abundant American precedent.” The main prece-
dent to which Mr. Wilson must have referred was the
case of our collision with the French Government in
1798. The previous year had been marked by a
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series of affronts by the French Revolutionary Gov-
ernment to our own representatives, and by a series
of high-handed acts by it against American commerce.

Eventually, our Minister to France was ordered
home, President Adams declaring that “1 will never
send another Minister to France without assurance
that he will be received, respected and honored.”
This attitude was approved by vote of Congress; fol-
lowing which, as the seizure of American ships by
France continued, intercourse with that country
was suspended, privateers were authorized, a home
army was organized with Washington in command,
and American frigates were instructed to capture
French vessels engaged in depredation on our com-
merce. These American warships actually engaged
French vessels, and with considerable success.
Though called “armed neutrality,” it was a state
of things pretty near to actual war.

This precedent might seem to fit the present case,
not only in the preliminary incidents, but in the fact
that the Adams Administration hesitated to declare
actual war on France by reason both of the strong
Congressional opposition to such action, and of the
powerful popular feeling in this country in favor of
France— a not unnatural state of things, in view of
that country’s assistance to our people in our own
Revolutionary conflict. Nevertheless, the collision
of 1798, even if it was not actual war, would un-
doubtedly have become such by declaration of the
French Government, but for two facts— the political
instability of the Directory which had insulted the
United States, and later, the overthrow of that body
by Napoleon in the coup d’etat of November, 1799.
The new French Government, then established, took
immediate measures to re-establish good relations
with America.

In short, it is difficult to conceive of effective
“armed neutrality” which cither was not virtual war,
or would not be bound to lead to that condition.
Arming of merchant ships, even convoy of such ves-
sels by American cruisers, would apparently not of
itself solve the existing problem. If merely a state
of armed neutrality exists, what is the American mer-
chant ship to do if a German submarine comes in
sight? If our merchant vessel fires on the submarine
at once, the act is apparently an act of war. If our
vessel does not fire, but awaits anticipated visit and
search by the submarine, then how is the American
ship to be protected against torpedoing without warn-
ing? British merchant ships, under the existing
actual state of war between England and Germany,
may fire on an approaching submarine without dip-
lomatic consequences. Our own case is by no means
equally clear. As matters appear at the moment, it
is difficult to reach any other conclusion than that
events are at any rate moving in the direction of ac-
tual war. That result may be averted by outside
mediation, which is not yet at all in evidence, or by
the receding of Germany from her illegal submarine
campaign— as to which recourse, however, the Ger-
man Government has already declared it will not con-

sider it.

A LEGISLATIVE BUDGET.

Many lessons are to be drawn from the closing
days of a session of the Congress. It has been the
privilege of the press to point some of them out in
the past, without much avail. Happily, a lack of
success does not matter to the press. An inde-
pendent journal becomes suggestively critical only
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for the common good. It does not speak by the
card; it cannot offer a panacea for all our ills; it has
no power other than that which attaches to the
truths it may utter. But the press, as a whole, may
modestly admonish, may temperately discuss and
may deliver its judgments in the public forum. This
at least is its duty. And because it is a voice and
has a message, by its very utterances it defers to the
people who are and must be supreme.

If we are not in error, it was Matthew Arnold who
announced that the true purpose of criticism and
comment is constructive. It is easy to tear down;
it is difficult to build or to rebuild. We are prone,
perhaps, to visit our own views upon our legislative
servants. Yet they are in circumstances where
they must act, while we advance no farther than
theories. That there is waste in haste no one doubts.
eLaws that are to have permanency, we all agree,
should never be enacted under stress, or in times of
excitement. And yet when a burdened Congress
“rushes” through measures during the closing days,
not all the blame attaches to the members. For
there is no method in a republic by which a legis-
lative budget is created.

We have parties and barty platforms, which prefer
and proffer to the people certain principles and
policies. We have, in States and in nation, chief
executives whose duty it is to suggest needed legis-
lation to the law-making bodies. And we have
reports of departments of government, State and
national, which disclose conditions and needs. But
we have no public policy, no method, by which a
consistent and balanced program of legislation may
be provided. And so, when a Congress meets,
aside from the enactment of party measures and
those which have come to be known as “adminis-
tration” measures, the origin and preferment of laws
are left to the mind of the member. The result is
an “avalanche of bills,” a slow process of sifting
them in committees, finally a “steering committee”
on the one hand and a “calendar” on the other,
congestion, confusion and, necessarily, lack of
proper consideration.

A financial budget has often been proposed. And
if we shall ever be able to introduce modern business
“system” into the processes of government this will
work a vast advantage and economy in public affairs.
But even this, useful and salutary as it is, will meas-
urably fail unless some way can be devised by which
subjects of legislation, co-ordinated in their proper
relation to each other, and to the needs of the people
as a whole, can be woven into a definite and directing
program.

It may be that it is one of the penalties of a repre-
sentative form of government that the member is
elected to represent a constituency who have never
advised him as to what they desire him to do, unless
it be to support the party and work hard for local
“interests.” Be this as it may, it would be difficult
to show how the principle of the initiative and refer-
endum will obviate a lack of system. Yet there
must be a coming together of the people of the dis-
trict and of the whole country to compare interests
and to declare principles, policies, program and pro-
cedure before we shall have an instructed member
or an advised Congress. If it is suggested that we
have any number of bodies that appear before com-
mittees of Congress the fact remains that these ap-
pearances are more often after the fact of proposed
legislation than before, and that they bear no rela-
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tion to each other in their coming. The thought we
wish to impress is that even a national balance sheet,
which we do not now have, showing income and
outgo, cannot avail until tin subjects of legislation
to be enacted are presented in the order of their
importance to the whole people.

Of what avail to fix a sum for expenditures and
provide a system of taxation to raise the revenue
thus indicated, while the veering of public sentiment,
the temporary policies of a party, the importunities
of interested boards and bodies, the judgment of
unrelated Congressional committees and the in-
genuity and initiative of members and cliques of
members may provide great and grave processes
of governmental administration that subsequently
seem, at least, to compel expenditures and thus taxa-
tion? There can be no question that economy can
never be reached under these conditions.

The work of the Congress just closing is an em-
phatic illustration of the force of these discordant
elements in shaping legislation. And it must always
be borne in mind that if we are to throw down the
bars to any and every temporary need, or seeming
need, the total of appropriations can never be prop-
erly related to either the national income or the
public welfare. We are fast losing all sense of the
fact that a dollar of tax is a dollar of labor. It can-
not buy two things at once. To illustrate—and we
select two subjects of legislation and place them
upon a peace basis (not a war, though this influence
has been extreme at the present time): the Rivers
and Harbors bill and the Army and Navy. Expedi-
ency and permanency attach to each. On neither,
as a people, have we a fixed and determined policy.
While bearing to some extent on each other, as sub-
jects of legislation they are wholly unrelated, stand
so in the public mind and are so in the mind of
Congress, and are not related to all the other costs
of government and to the national income. Various
partial systems of military training are offered, and
it is proposed, certainly with wisdom, to work out
and adopt in advance an all-embracing plan for
internal improvements, including rivers and harbors.
But these two subjects of legislation, as matters now
stand, are acted upon solely with reference to what
is supposed to be their individual needs. No one
asks if we are able as a people to carry on the govern-
ment in a proper manner and do these things as called
for in the various bills.

How can legislation ever become economical
without first becoming purposeful, and how either
in the present haphazard method of procedure?
How can labor pay the bill without knowing what the
bill is and what it is for? We seem to proceed upon
the assumption that there is a dollar for every need,
and a need for every dollar. We create needs,
so called, without relation to available dollars, and
then lay taxes to raise dollars without reference to
the relative importance of needs. And, whipsawing
back and forth, the appropriations of Congress
mount into billions while the national income re-
mains fixed in the toil of the people, or the popu-
lation, always subject to the hazards of production
and exchange, and, we must add at this moment,
the demands of consumption. Does it not seem
that this is little short of madness? And then,
finally, we add to this the power of parties to force
through certain measures and the grab-bag method
of getting a bill out and up in the closing days of a
session. We neither know what we ought to have

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



796

or how we ought to get it, and least of all, what
is most important, what temporary and what per-
manent. Actual need takes on the vagaries of a
dream, and taxation becomes a magician’s wand,
which, when waved, miraculously produces as many
hundreds of millions as we may want.

Well, “Congress is to blame,” we often say. And
it is true that it could practice more, and vastly
more, economy than it does. But the blame rests
also on the people, and heavily too, who make and
are the Government, that system, irrespective of
parties and Congresses, is not introduced into public
affairs. It may be, it is, a tremendous task. But
unless it is accomplished the time will not be long
in coming when the “poor o’erburdened wight” will
rebel. No free people can make bricks without
straw, and no people can remain free who allow their
own government to oppress them. Labor alone
pays the cost of government. And for all its wealth
of resources, a profligate nation will at some, stage
become bankrupt. If a spendthrift is one who buys
anything and everything that comes in sight, a thrifty
man is one who measures his need by what he can
earn and what he can save.

The most significant fact of to-day in relation to
government is that we have reached the limit of fair
and just taxation without ever relating national need
to national income.

THE FOOD SHORTAGE—THE SEAT OF THE
DISEASE.

When the person falls sick, we say it not disre-
spectfully, all the old women in the neighborhood
hasten to proffer an infallible cure. But the doctor
comes. And while he is not so certain in his own
mind, though he does not say so, of either the disease
or the cure, he proceeds with his diagnosis according
to the latest and best rules of his science. Of one
thing he is sure. An effect must have a cause.
And symptoms are not the source of the trouble.
He begins to reason from effect to cause, from what
he sees to what is beneath the surface. If there is
an eruption of the skin, he argues most likely that
the blood is infected. But he has discovered that
while he can apparently effect cures, he can in truth
do little more than assistNature. One thing he has
learned beyond question, and he will privately admit
it, Nature is a better doctor than he is, or can hope
to be.

In some far mysterious deep, possibly in a certain
corpuscle, there resides, almost it might be called
an infinite intelligence, a something that makes for
human health, a something that never sleeps and is
always at work, to heal and to cure. This he strives
to assist. Were it not for this “something” the hu-
man race would long ago have perished If the
patient, perchance, should have the measles, being
a wise physician, he takes every precaution that the
eruption shall not destroy the skin, that the weak-
ened condition shall not render the body liable to
other diseases, but he does not sternly and violently
suppress the efforts of Doctor Nature to throw off the
poison through the skin. He has seen too many
good sound lungs infected by this error.

Trade commissions, economists and
please note!

Does it really need argument to show that it is
unwise to destroy the American system of domestic
free trade because of certain dire conditions which
exist in our large cities at the present time? It

legislators,
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would seem so, for a Senator of the United States
would enact a law to empower the President (how
easy it is to pile Ossa on Pelion when it comes to
giving the Chief Executive power) to commandeer
foodstuffs when in his judgment there are indications
of a “corner,” and when the prices are too high, that
the Government may then and thereupon sell them
at reasonable prices. We pass by the obvious
difficulty of determining at just what oppoitune
time, what psychological moment the intervention
should take place. But in the name of reason is it
necessary to do such a legislative deed as this?

Very much better we like the attitude of another
Senator, who says, in substance, that he would
much rather appropriate money to feed these starv-
ing people than spend it to build another battleship.
In the face of famished mothers and dying babes,
he does not, whatever he may believe, apparently
stop to split hairs over the constitutionality of such
an act. Nor does he propose to club the railroads,
who must needs be doing the best they can; nor to
destroy the immemorial right of the citizen to buy
and sell, no matter what the temporary prices may
be. For he knows that these bread riots in our large
cities arc but the evidences of a disorder in the policy
of the people that dates back in years, a policy which
perhaps could not be avoided, and which had its
origin in a foreign war.

We did not make this terrible war, with its many
and far-reaching consequences. And no human
being to-day is warranted in saying that it would
have been best to keep our surplus wheat at home,
under the circumstances, by an instant embargo on
foreign shipments. But we do know, if we know
anything, that a people cannot part with needed
supplies, through the lure of high prices abroad, and
not pay those prices at home, not suffer through a
lack of the necessaries of life. There is no doubt
exaggeration over present conditions. But there
are hungry ones on the East Side here, and in por-
tions of other cities, unable to pay the price, though
thousands pleasure in new-found wealth, and millions
have “enough and plenty.” But taking over a few
warehouses and turning the Government into a mer-
cantile agency will not reach the seat of the disease.

Now the pacifist will probably assert that the
advocate of war at any price should be admonished
by these sporadic outbreaks. Though it would be
hard to imagine how war by the United States would
help the suffering poor of the country, that is not
the paramount question. The thing to realize is
that “riots” are but the surface eruptions of a trade-
disorder that is nothing else than a world war. And
whatever might have been done in the beginning by
an embargo, or even now, at this date the disease
cannot be cured if the United States Government
were to take over every bushel of grain in the coun-
try. We have sold our substance, wisely and benefi-
cently, or not, as the case maybe, and it is no answer
to the condition created to take over foodstuffs and
suppress domestic trade. That way lies danger of
concern to every merchant and man.

No doubt men take advantage of a state of in-
creasing prices. And some men will, until all men
are good men. The incident is told of a purchaser,
after a month’s absence from a store, buying an
article of package goods at double the former price,
that on examination disclosed the fact that it had
been on the shelf for months. The merchant had
simply “marked up” the price because he could.
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And even this, as’'we might show, is not wholly in-
defensible, as a man has a right to the value of his
goods at the time of sale. On the other hand,
the writer once saw on the East Side an old woman
come out of a tenement, face seamed and crackec
like baked clay, gray hair disheveled, a stringy
shawl about her shoulders, and haggle with a huck-
ster, then go away smiling, hugging a single carrot
to her ragged bosom, evidently pleased with her
bargain. The tremendous thing is that that bar-
gain and sale is as sacred as the one when a city
bank sells a hundred thousand dollars worth of bonds
to its country customer.

To bring the matter home: When the Govern-
ment is the sole owner and seller, from whom will
the poor buy cheap, unless it is able to commandeer
the seasons, to stop the waste of foreign war, and to
limit the individual consumption? The push-cart
men and small retailers are not as a class more to
blame than their customers. And no one will deny
that it is scarcity that is the first requisite of a corner,
higher up. A man whose name would instantly be
recognized everywhere once tried to corner wheat,
and they clumped so much actual grain on him that
they broke him. It is everywhere appreciated that
a corner cannot be carried over from one season to
another. And when apples rot in the orchard be-
cause they will not bring enough to pay for gathering}
when corn must be used for fuel if used at all, there
is and can be no corner. The indubitable fact is
that the chief contributing cause of the size and price
of the bread-loaf in this country is the huge waste
and cost of the blood-welter in Europe. Can any
legislative regulation of domestic trade in the United
States cure this evil? We are all the victims of this
colossal calamity. We do not say that temporary
expedients may not ameliorate some of the temporary
conditions thus brought about. But we do say that
a.remedy which involves the destruction of a prin-
ciple, which tends to suppress that which is legiti-
mate and is unquestionably helpful in its free exer-
cise, because there is a red danger signal displayed,
our system of domestic free trade, is not the' right one,
and cannot be the effective one.

We are in the midst of perils.
carefully lest we step into pitfalls? Enormous sales
we have made, enormous sacrifices given. No other
lesson in the relation between domestic and foreign
trade equals the one we are learning, we are ex-
periencing, at the present time. But trade is like
tiuth—it makes us free. Precedents are no more
always to be followed than they are always to be set
up. The consequences of an act do not always
appear at the time it is performed. A law once
enacted is not easily repealed. Let us not mistake
the symptom for the disease, let us not repress our
freedom lest it destroy us. Nature blooms in the
wayside rose, and blasts in the pent-up volcano.
He who buys must sell, and he who sells must buy.
And the price—they are all living on rations in the
war-cursed countries!

Shall we not walk

SUPERFLUOUSNESS OF FULL CREW LAWS.

A report on the administration of “full crew” laws
in this country has lately been compiled and is pub-
lished by the New Jersey Chamber of Commerce.
Twenty-two States now have such laws, the first
enacted in Maine far back in the century, and re-
quiring a brakeman for each two cars. This State
and New Jersey enacted such laws in 1913, as did
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four other States; that was the culminating year, and
since then nothing important has been doneTin that
direction, but Missouri repealed her law by refer-
endum in 1914, after one year of it.

In the old days of railroading, when braking was
done only by hand, it was proper to require one man
for each two cars, so that he could have both brake
wheels within reach without passing through either
car; but in 1898 a Federal law required all carriers in
inter-State commerce to equip trains with the mod-
ern continuous brake, operated from the locomotive.
The figures of the Inter-State Commerce Commis-
sion show a very marked increase in casualties in the
years 1911-13, but the decrease in the two following
years was not so marked as to suggest any single
cause, nor is it possible to suppose that train acci-
dents are materially proportionate to the number of
trainmen carried. Failure of rails or wheel trucks,
collapse of bridges, failure of operators to give the
proper signals or of enginemen to obey them, and all
the line of possible defects and failures of the roadway
upon which, like an immense anvil, the heavy trains
are pounding as they roll—these account for all but
a very few accidents. If every car platformcarried
several trainmen, it is inconceivable that they could
find anything to do while trains were in motion ex-
cept to await the possible one chance in a million
when the automatic brake failed to obey the engine-
man and he had to rely on hand work.

The labor unions, especially the railway unions,
ought to know* the superfluousness of these laws,
which they have most vociferously demanded, for
no apparent reason except to load more employees
upon the carriers. But these men ought to see—
and even the public who use railroads, without much
study of their operation, ought to be able to see, when
it is pointed out to them—that imposing a useless
burden on the roads detracts from their ability to
expend funds in really useful directions. Regard for
the public safety has of course been the ostensible
ground of demand for full-crew laws, but this involves
the unsound assumption that railroads are not as
much interested in safety as in anything else; from the
viewpoint of the dollar, nothing is so costly, and there-
fore so much dreaded by a road, as accidents, and
anything which tends to prevention is a wise form of
insurance, so that railway managers really need little
prodding by the law.

The squeeze between rates which may not be
raised and wages which are raised compulsorily oper-
ates not only to make it harder for the railways to
perform their public service, but also in the malign
direction of a tendency towards accidents. One
technical expert thinks he has found, or is about to
find, the elusive cause of the defect which makes the
steel rail give way under use. Obviously, all physical
betterments of roadbed and rolling stock, all increase
in vigilance and discipline, and all improvements,
such as block signals, telephoning to and from mov-
ing trains, and whatever new inventions still remain,
make towards increase of safety; therefore the dullest
man should perceive the folly of spending on useless
employees what might be turned to real advance to
security. -

The Bureau of Railway Economics estimates the
full-crew laws as wasting between ‘three and four
millions a year in the whole country and $359,000 in
New Jersey; in an advertisement this week jointly by
the presidents of the Pennsylvania, Lackawanna and
Reading roads, the cost to date in New Jersey is put
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at $1,250,000. Under the “excess-man” law, says
this latest appeal to common sense in the public,
roads in that State must carry on trains, where they
are not needed, 450 men who might otherwise be
usefully employed elsewhere. Railroads, it is further
urged, do not seek to under-man trains, and on many
trains, both passenger and freight, they carry larger
crews than the law requires. So they urge abill now
in the New Jersey Legislature, on which a public
=hearing was appointed for Tuesday last, empowering
the Board of Public Utility Commissioners to deter-
mine the number of men needed, to see that safety
and efficiency are consulted, and to prevent exacting
excessive duty of any employee. This, says the ad-
vertisement, would protect the public interest, as the
present law does not, would safeguard employees'
rights, would relieve the roads of a useless operating
charge, and would make for better service.

A change of this nature has been proposed before,
but has been defeated by the selfish opposition of the
unions. It seems an affront to public intelligence to
be obliged to seriously argue the folly of retaining
such laws as this now on the books, and therefore the
trouble must be supposed to lie in the selfishness
of the unions and in public inattention. In the pres-
ent world situation, and with our country on the verge
of further stresses which no man can foresee or meas-
ure, the railroads were never more visibly indispensa-
ble to national life. Surely, therefore, we ought to
begin untying the hands of their managers and lift-
ing some of the load off their backs. m

THE IMPERIAL PREFERENCE IDEA AS
VIEWED IN CANADA.
Ottawa, Canada, February 28.

The report of the British committee on the com-
mercial and industrial policy of Great Britain, recom-
mending a preferential tariff arrangement between
the United Kingdom and the overseas dominions,
lends immediate interest to a fast-developing tariff
embroglio within the Dominion of Canada. The
opinions of the British committee were published for
the express benefit of the approaching Imperial con-
ference in which Sir Robert Borden will represent
this country. The Canadian leader has had no
electoral mandate on trade questions since the reci-
procity campaign of 1911, and there is reason to
believe that a test of Canadian sentiment in 1917
on freedom of trade would not follow the peace-
time precedent. Premier Borden has had no lack
of warning from powerful conventions of grain-
growers and other associations in the prairie provinces
that they favor absolute free trade with the United
Kingdom, freedom to market their grain in the
United States and a reduction of customs taxes on
agricultural equipment.

The Canadian manufacturers, on the other hand,
are frankly opposed to increased British competition
in the Dominion, as.they arc opposed to the other
items of the Western farmers. Theoretically, Can-
ada gives British manufacturers a preference over
those of the United States. Actually, the British
manufacturers pay a much higher average percentage
of duty. This has been true since 1906. The ex-
planation is that lower duties are payable for entry
into Canada of those articles forming the staple trade
of the United States with Canada than on articles
which form the staple trade of the United Kingdom
with the Dominion. For instance, the average
ad valorem duty paid on manufactures of iron and
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steel is about 21% as against 29% paid on manu-
factures of wool. By far the greater proportion of
woolen goods come from the United Kingdom, and
most manufactures of iron and steel come from the
United States. Between 1908 and 1914 imports of
iron and steel manufactures from the United King-
dom decreased by $140,000 to $10,132,000. During
the same period from the United States they increased
from $38,658,000 to $85,729,000.

The war tax of 737% additional was itself sufficient
to shut off quantities of British imports in all lines
even had ocean carriers been plentiful. For years
before the war British trade with Canada displayed
a constant weakening. The British Trade Com-
missioner in Canada, C. Hamilton Wicks, reported
to the Home Government in 1915 that “in practice
it has been found that the preference extended to
United Kingdom goods has not operated in favor
of the United Kingdom manufacturer to an extent
nearly as much as was anticipated at the time of its
introduction.”

It would seem an upsetting of trade laws that the
keen antagonism between, say, Canadian and
British manufacturers of writing and ledger papers
should dissolve before the committee of Imperial
adjusters. Most certainly the Englishman will try
to sell his paper and his woolens in Canada and the
Canadian rival will as certainly attempt to keep
him out. The ultimate decision of a higher or lower
tariff against British manufacturers will be reached
not in London but at Ottawa, and by the matter-of-
fact weapons of a political majority in the House of
Commons. A brisk tariff clash between Eastern
and Western Canada, between the farmer and the
industrial townsman, is not improbable, and the
policy of the open door to British manufacturers
will show anything but round-table unanimity.

GOLD AND SILVER PRODUCTION AND
MOVEMENT IN 1916.

A moderate contraction in the volume of gold ob-
tained from the mines of the world in 1916 is the re-
sult disclosed by the investigations we have made
since the year closed. It is to bo said, however, that
in no important sense can the outcome be ascribed
to the virulent war in Europe, which, besides involv-
ing all the leading rations of the Continent and Great
Britain as well, has drawn large forces from the lat-
ter's colonies, Canada and Australia. On the con-
trary, no country of Europe, except Russia, is of
more than negligible importance as a gold producer,
the yield elsewhere never having reached as much as
100,000 fine ounces annually, and of that aggregate
France has contributed much the greater part. It
is evident, therefore, that the stoppage of gold min-
ing operations entirely in the war zone (Russian
fields arc not there) would have a very inappreciable
effect on the totals of production. Nevertheless, the
world’s production of gold, as intimated, records a
decrease in 1916, notwithstanding that supplies from
the Transvaal were of greater magnitude than ever
before anti Rhodesia and Canada made greater con-
tributions to the general aggregate than in the pre-
vious year; the former setting for itself a new high
record and the latter getting closer to the totals ex-
hibited in 1900 to 1902 inclusive, when the Yukon
sprang into prominence and was almost hailed as a
coming rival to South Africa.

The fact of the matter is that the decline in produc-
tion in the United States alone, during the year, has
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been more than sufficient to offset the gains shown in
Africa and Canada, besides which we have to deal
with a further diminution in yield in Australasia.
The mines of the United States, according to the joint
preliminary estimate of the Geological Survey and
the Bureau of the Mint, showed a decrease in product
in 1916 of over 400,000 fine ounces, making the year’s
result not only smaller than in 1915, but also less than
in 1906 and in all years 1908 to 1912, inclusive. This
outcome was not due to adverse developments in any
special localities, all the leading producing States
sharing in the decline but California and Nevada in
greatest degree. While it is not possible to assert
that the increased cost of mining was wholly respon-
sible for the falling off exhibited, it is unquestionably
true that it in part explains it. The loss in Austra-
lasia (approximating 459,000 fine ounces, according
to the early returns) simply reflects the continued
contraction in output due to the poorer grade of ores
secured from the lower levels of the mines. Condi-
tions in Mexico pretty much all through the year
have been such as to seriously interfere with mining
operations, and it is to be presumed that a decrease
in yield from the decidedly contracted figures of 1915
will be shown by the final compilation. At least
that is the impression we gain from such information
as is at hand.

The most notable feature of the year in the gold-
mining industry is that the Transvaal reports a con-
tinuation of development work and an output the
greatest in its history. It is also worthy of note that
this better result has been accomplished in the face
of a decrease in the force of native labor employed in
the mines and despite the fact that a considerable
number of skilled workers joined the local troops or
enlisted for service with the oversea forces, indicating
that the unskilled force had steadily become more
efficient. At the close of 1915 the native labor force
in the mines numbered 208,438, and there was a
slight increase in January 1916, but thereafter there
was a steady decreaes month by month down to and
including July, when the number had fallen, to 192,-
130. In the meantime, however, production was of
full volume. Later on there was some increase in the
force, but at the end of the year it stood at only
191,547, or 16,891 less than one year earlier.

Little is to be said regarding the other African gold
fields except that Rhodesia further increased its pro-
duction in the late year and the remaining workings
have seemingly about held their own. For the whole
of Africa the output at 10,811,359 fine ounces is a
new high-water mark, showing a gain of 212,948 fine
ounces over 1915 and of 1,002,419 fine ounces over
1914. This total, moreover, almost equals the ag-
gregate yield from all other fields of the world in the
late year, and measurably exceeds the total world’s
product of 1896. Furthermore, in the intervening
20 years Africa’s yield has increased 8% million fine
ounces, against a gain of only 3% million fine ounces
elsewhere.

The addition to Canada’s gold production in 1916,
as indicated by the preliminary estimate of Mr.
John McLeish, Chief of the Division of Mineral
Resources and Statistics of the Department of Mines
of Canada, is not heavy, but it represents further
development of the fields and especially the work-
ings in the Province of Ontario. The yield, however,
is still 350,000 fine ounces below the annual output
of the Dominion at the time the Yukon territory was
the principal contributor. India, and in fact Asia
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as a whole, seemingly produced slightly less gold than
in 1915, but such information as is available would
appear to denote a slight augmentation in the amount
obtained in Central and South America. As regards
Russia, no data of value are at hand, as to the course
of gold mining in 1916. As a producer of the metal
that country has enjoyed more or less prominence for
many years, and as late as 1885 (before Africa be-
came a mefitionable contributor to the world's sup-
ply) the yield, at 1,225,738 fine ounces, was practi-
cally one-quarter of the grand aggregate. But since
that year there have been many occasions when the
total mentioned has not been reached, and, further-
more, in only one or two instances has it been much
exceeded. In the meantime Africa and the United
States have forged ahead. The latest official re-
turns from Russia cover the year 1914, and in the
absence of any later authentic news we estimate the
yield of 1915 and 1916 approximately the same as
that figure.

As summarized above, the gold production of the
world in 1916 was approximately 22,194,911 fine
ounces, valued at $458,808,761, or a decrease of
630,104 fine ounces, or $13,025,384 from the pre-
vious year, and a gain of 781,210 fine ounces, or
$16,148,999, over 1914. It is to be noted too that
the yield of the late year fails to reach the figures of
1911 to 1913, inclusive, and exceeds 1910 by but
171,509 fine ounces, or $3,545,400. The smallness
of the gain in this latter case is most largely ascrib-
able to the decline in yield in Mexico due to the
chaotic conditions there existing. We have referred
above to the strides Africa has made as a gold pro-
ducer in the last nineteen years, and merely supple-
ment that statement here by remarking that in the
last decade that country is the only one shown to
have made any notable progress. In fact, while
between 1906 and 1916 the total production of the
world advanced 2,824,253 fine ounces, in Africa
alone the gain was 4,209,674 fine ounces, indicating
elsewhere collectively there was a decline of 1,385,421
fine ounces.

In tracing the annual yield of gold in the world
to its place of ultimate lodgment, which we have
made a feature of this review for a number of years
past, considerable difficulty has been met with the
last three years on account of the situation in Europe.
With conditions normal our investigations have, on
the whole, met with gratifying results, but with a
bitter war in progress involving many of the leading
nations of the earth, and all eager seekers of the
precious metal, the situation has become abnormal.
Or, stated in another way, we have now to deal with
factors such as the bringing into visible channels of
considerable amounts of privately hoarded gold and,
in the late year, of the turning into bullion of vessels,
ornaments and jewelry made of the metal. This
latter fact undoubtedly accounts in some measure
for the present status of the Bank of Germany
which, with practically no source of new supply
from within reported a further addition to its gold
holdings in 1916 following large gains in 1915 and
1914. Several other Continental European banks
also materially added to their holdings of the metal
in the late year; but they comprise those of neutral
nations entirely. The Netherlands bank shows an
augmentation of 65 million dollars, mainly drawn
from Great Britain; Spain, furthermore, held 75
million dollars more at the close than at the opening
of the year, of which imports from Great Britain
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primarily, and from the United States in lesser degree,
accounted for much the greater portion; and Sweden,
Norway, Denmark and Switzerland collectively re-
ported an increase of 63 millions. The Bank of
England also made a moderate gain— 19 million
dollars—notwithstanding the magnitude of its ship-
ments of gold to the United States, that outcome
being possible only through the transfer to London
of vast quantities of the metal by its principal
allies in the war.

The aggregate gain above disclosed is 240 million
dollars, but it was more than offset by losses else-
where. The Bank of France in its holdings of gold
at home (some 330 million dollars having been re-
ported as held abroad at the close of the year—
presumably loaned to Great Britain and making
part of the shipments from thence hitherward),
showed a loss of 320 millions during the year, Russia
70 millions and Italy 40 millions. The sum of these
losses is 430 million dollars, leaving the net diminu-
tion for the year of all the European banks (not in-
cluding Belgium and Austria-Hungary, for which no
figures have been available since the war broke out)
190 millions, this following an enlargement of 329
millions in 1915 and 690 millions in 1914. As
against this important drop in the gold holdings of
the European banks, however, it is to be noted that
the visible stock in the United States, as compiled
by the Treasury Department, increased $552,397,161
in 1916, the general stock of gold coin and bullion
in the country at the close of the year having been
reported at $2,864,841,650, against $2,312,444,489
on Jan. 1. This very large addition is due, of course,
as in 1915, to net imports, which reached 530 mil-
lions, an amount noticeably less than that which
came either directly or via Canada from Great
Britain.

Bringing together the data for the European banks
and the United States we have a net augmentation
in gold holdings of 362 million dollars. This, how-
ever, is not all, as various amounts have gone into
channels not comprehended in the above and should
be included. Net exports from the United States
to South America, West Indies, Japan, China, &c.,
for instance, account for some 74 millions, and there
is the industrial consumption of gold in the world
to be allowed for, and it is made up largely of new
material. That item for 1915, as estimated by the
U. S. Bureau of the Mint, was $66,651,860, with the
greater part credited to the United States and some
important countries omitted from the compilation
entirely. It seems safe to assume that with the pre-
vailing condition of prosperity in the United States
there was an increased use of the metal for jewelry,
&c., in 1916, and that consequently the figure was
greater than, as above stated, in the year lately
closed. In any event accepting the estimate as it
stands, but deducting about 8 million dollars for
old material re-melted, we have accounted for the
absorption of 494 million dollars, or an amount
somewhat in excess of the production of gold in the
world in 1916.

The following detailed compilation of the gold
product will enable the reader to trace the growth of
the contribution from the various sources of supply

since  1880. Corresponding information from
1871 to 1886 will be found in Volume 70 of the
“Chronicle,” page 256, and from 1851 to 1871 in

Volume 54, page 141, or in 1887 issue of the “Finan-
cial Review.”
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GOLD.—PRODUCTION IN THE WORLD—OUNCES AND VALUES.
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The ounces in the foregoing table for any of tho countries given may bo turned
Into dollars by multiplying by 20.6718. The value in pounds sterling may also be
ascertained by multiplying tho ounces by 4.2478. Thus, according to the above,
the product in Africa In 1916, stated In dollars, Is $223,490,251, and in sterling
£45,933,852.

Official Details from Gold-Producing Countries.

From the returns we have obtained from the mines,
mint bureaus and other official and semi-official
sources respecting gold mining in 1916, we are able
to deduce the following:

united stales—A moderate reduction in tho yield of gold
from the mines of tho United States is indicated by the
PVIr_ellmmary estimato issuod jointly by tho Bureau of tho

int and the Geological Survey, ‘tho output beln% put at
421,797 fine ounces loss than “in 1915 and 107.169 fine
ounces smallor than in 1914, Tho decrease in 1916 is shared
in by all the loading producing States, but in greatest
measuro by Colorado and Novada, whero thero woro losses
of 169,363 fine ounces and 167,160 fine ounces, respectively.
The Philippines, however, show a very satisfactory increase,
and production also advanced in Oregon, Washington and
South Dakota. Tho ounces and values as estimated for
gach State in 1916 contrast as follows with tho final figures
for 1915 and 1914:

GOLD PRODUCTION IN UNITED STATES.
Gold 1916 1915

1914-

Production. Flneozs. Value. Flneozs. Value. Fine02s. Value.
Colorado___ 919,505 §19,009,100 1,089,928 $22,530,800 962,779 §19,902,400
California -..1,009,586 22,110,800 1,090,731 22,547,400 1,028,061 21,251,900

16,242,300 808,840 16,710,000 800,471 10,547,200
7,512,200 358,145 7,403,500 354,782 7,334,000
4,575,400 240,825 4,978,300 00,446 4,143,600
4,378,400 220,392 4,555,900 221,020 4,568,900
3,593,400 189,045 3,007,900 163,362 3,377,000
8,428,200 574,874 11,883,700 558,064 11,536,200
971,700 56,628 1,170,600 57,431 1,187,200
8 1,901,600 90,321 1,867,100 76,887 1,589,400
New Mexico. 67.870 1,403,000 70,632 1,460,100 58,974 1.219,100*
Washington.. 23,791 491,800 22,330 461,600 28,435 587,800
South. States. 3,121 64,500 10,803 223,300 8,616 178,100
Other States. 79,069 1,634,500 64,604 1,335,500 53,648 1,109,000

Totals___ 4,465,807 :§92,316,4OO 4,8_87,0(?45101,035,700 4,572,976 $94,531,800

africa—A satisfatory gain in_the volumo of gold ob-
tained from tho mines of Africa in 1916 is donoted by the
returns at hand. Most months of tho year gavo a better
return from tho Rand workings than in" tho corresponding
F_eI’IOd of the ﬁrevmus year, and fivo of tho periods estab-
ished new high records. In tho first six months tho gain in
output as compared with 1915 was 113,409 fino ounces, but
for the last half of tho yoar tho loss was 19,165 fino ounces.
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For the twelve months, however, the augmentation over Russia.— Little or no early inform ation of a reliable nature
the previous high-water mark was 198,440 fine ounces. is obtainable from Russia in a normalyear, and under existing
The output of the Rand monthly for the last seven years
is subjoined:

WITWATERSRAND DISTRICT—FINE OUNCES. '
Ounces.  1910. 1911. 1912, 1913. 1814. 1915. 1916. we repeat for 1916 our estimate of $29,000,000, or 1,403,000

January.. 579,743 625,826 709,280 760,981 621,902 689,817 759,852
February. 550,422 585,863 674,960 702,394 597,545 653,213 727,346

conditions no data as regards gold-mining operations has

been available the last two years. Under the circum stances

fino ounces, as tho output of the Russian mines, or about

March... 581,899 649,247 796,755 760,321 657,708 727,167 768,714 50 103 fine ounces more than in 1914. Details for the last
April 594,339 638,421 706,763 755,858 655,607 717,225 728,399
May. 606,724 658,196 740,948 701,349 689,259 737,752 751,198 14 years are appended.

598,339 657,023 722,588 716,267 688,232 727,924  735.194
610,064 679.881 7350941 625107 703,136 742,510 733,485 i
623,129 682,405 732,197 697,686 084,607 749,572 752,940 RUSSIA'S PRODUCTION SINCE 1902.

June.

August

September 621,311 669,773 716,495 676,411 677,003 749,235 744,881 Value. Ounces. Value. Ounces.
Ootober. 27445 677923 738082 687515 703985 769.798 764489 1903 $24,632,200 1,191,580 1910.... ...$35,579,600 1,721,163
Novembor 617.005 601462 727.660 644,320 685450 753,605 756,370 1904. 24,803,200 1,199,857 1911 -- 32,151,600 1,555,333
Desember 616,665 680782 715.860 042,780 669075 755101 748,491 1905. 22,291,600 1,078,356 22,199,000 1,073,875
1906.. 19,494,700 943,056 26,507,800 1,282,313

Totals .7,228,588 7,896,802 8,753.568 8,430,998 8,033,569 8,772,919 8,971,359 1907.. 26,684,000 1,290,840 28,587,000 1,382,897

1908.. . 28,052,200 1,357,027 29,000,000 1,403,000

Districts of the Transvaal outside the Rand did a little 19009... 32,381,300 1,566,448 29,000,000 1,403,000

better than a year earlier. In Rhodesia production in-
creased from 915,028 fine ounces to 930,157 fino ounces,
and from West Africa, Mozambique, Madagascar, &c., the
collective contribution to the world's now supply, according tion in Europe it is not to be expected that from other sec-

to such information as has come to hand, was about the tions of the Continent, any more than from Russia, reliable

Other Countries.— w ith the restrictions the war has placed

upon the sources of information and means of com munica-

samo as in 1915. Finally, the yield of the whole of Africa data as to gold production can be secured now . France and

was 212,948 fino ounces more than in 1915 and 1,002,419 . . . . .

) i o i Austria are the only countries to bo credited with a mention-

fine ounces greater than in 1914. The subjoined compila-

R R R - . R R ablo yield, and with both involved in the war the amount

tion, which covers the progress in gold mining in all districts

of Africa since 1886, requires no further explanatory com - O0fgold secured must have been negligible. In Mexico, too,

ment. thero is reason to believe there has been a further falling off
AFRICA'S GOLD PRODUCTION—=FINE OUNCES. in output South and Central America, on tho other hand
777777 Witicatersrand- Other- Total put. ' '

Year— Ounces. £ Ounces. £ Ounces. ' are assumed to have contributed a little more largely to the

1887(part yr.) 28,754 122,140 - - 28,754 122,140 . .

1888 . 190,266 808,210 50,000 212,390 240,266 1,020,600 World's new stock of gold in 1916 than in 1915. But “Other

1890 . 407,750 1,732,041 71,552 303,939 479,302 2,035,980 faam i i i

1895 1,815,138 7,837,779 270,000 1,146,906 2,115.138 8984085 Countries” collecively, and not including M exico, which

1898 3,562,813 15,134,115 341,908 1,452,357 3,904,721 16,586,472 appears separately in our com pilation, have apparently

1899 . 3,360,091 14,273,018 305,784 1,298,909 3,065,875 15,571,927

1900 395,385 1,679,518 166,922 709,051 562,307 2,388,569 decreased their production by about 20,000 fino ounces.

1901 238,995 1,015,203 235,701 1,001,211 474,696 2,016,414

1902 1,691,525 7,185,260 307,286 1,305,299 1,998,811 8,490,559 : B

1903 2,859,479 12,140,494 458,183 1,940,290 3,317,062 14,092,784 Silver Production of the World.

1905.. 4,706,433 19,991,658 788,040 3,347,436 5,494,473 23,339,094

1911 7,896,802 33,544,036 1,469,199 6,240.863 9,366,001 39,784,899 Tho difficulties that have been encountered in investi-
1912 8,753,568 37,182,795 1,541,086 0,540,225 10,294,054 43,729,020 ) o _ :

1913 8430998 35,812,605 1,009,420 0,837,083 10,040,418 42,649,688 9ating the course of gold mining in 1916 are simply mag-
1914 8,033,569 34,124,434 1775371 7,541,421 9,808,910 41,665855 . ifiag in following up silver production. The estimate of

1915 8,772,919 37,265,605 1,825,492 7,754,324 10,598,411 45,019,929
1916... 8,971,359 38,107,900 1,840,000 7,815,952 10,811,359 45,933,852 the Bureau of the M int covering tho result in the United
Australasia.— A further reduction in production in States is available as usual, and it shows a decrease of about
Australasia in 1910 (due largely to the poorer grade ores two million ounces from 1915, Idaho and Nevada showing
in the lower levels as well as to some extent to exhaustion) the greatest measure of decrease. For Canada M r. McLeish
is indicated by our reports, the latest year’'s yield being less puts the silver yield at 25,500,000 ounces, or some 3 million
than half of that of ten years earlier. The subjoined tablo ounces less than in 1915. This includes practically all the
indicates the product of each colony and the total of all, really authentic information we have at hand regarding
year by year, since 1899. 1916, but there seems to be reason to conclude that in M exico
PRODUCT OF GOLD IN AUSTRALASIAN COLONIES—FINE OUNCES. production has declined. The price of silver in London

New So. Queens- Western New South  Tastna- Total Aus-

Years. Victoria. Wales, land. Australia. Zealand.Australia, nia, <3¢ tralasla. fluctuated much more widely during tho year than in 1915,

1900 720,666 281,209 855,959 1,438,659 335,300 26,458 05,710 3,729,961 the close having been at 36j~d., against 26 I1-16d. at the
1901 711,046 216,884 733,975 1,616,933 412,808 29,608 70,990 3,792,304 ) ) ) _

1902 728,380 254,432 653,302 1,769,170 459,408 23,662 60,974 3,949,394 opening, with the highest price 37~d. on May 3rd (the
1903 . .707,351 258,488 680,469 2,064,798 479,738 24,401 36,678 4,317,923 ) ;

1904 771,298 269817 024,917 1,985,230 407,647 17,913 60,000 4,196,822 Nighest level reached since 1893), the lowest 26 11-16d. and
1905 . 274,263 577,559 1,955,316 520,040 20,547 74,310 4,232,091  tho average 31.314d. In 1915 the average was 23% d., or
1906 . 253,987 493,120 1,794,542 532,922 14,078 50,888 3,925,597

1907 247,363 457,590 1,698,553 477,303 11,870 65,354 3,668,308 nearly 7% d. lower, and tho averages in earlier years were
1903 . 224,788 452,451 1,648,505 474,415 14,500 60,453 3,551,113 ] ) )

1909 . 204,709 455,577 1,595,269 472,404 20,052 44,777 3,447,070 25 5-16d. in 1914, 27 9-16d. in 1913, 28 1-32d. in 1912,
1910 578,860 189,214 440,784 1,470,632 450,433 7,108 40,434 3,177,465 . ) ) ) . :

1911 . 177,418 359,999 1.371.848 426,813 20,000 52,418 2011410 2+ 19-32d.1in 1911,24 11-16d.in 1910 and 23 II1-16d.in 1909.
1912 . 165,283 317,946 1,282,054 310,962 6,592 43,310 2,606,878 W e now present a statement of silver production covering
1913 . 149,657 205,735 1,314,043 343,595 6,556 54,793 2,669,311

1914 . 124,507 248,395 1,232,977 227,954 7,052 47,049 2301152 each year since 1890. See “Chronicle” of Feb. 11 1899,
1915 . 132,498 219,711 1,210,110 422,825 7,916 37,491 2,389,619

1910%___ 255.000 108,056 205.000 915.000 400.000 7,000 40.000 1,030,050 Page 258, for results back to 1871.

* Partly estimated.

o , SILVER.—WORLD'S PRODUCTION IN OUNCES AND STERLING.
Canada.— Development of mining in Ontario accounts

K i i i i K United . All Otter Total.
m ainly for the increasing production of gold in Canada this Fine Stales. Mexico. Australia. Producers. Total Values.
’ . . Ounces. Ounces. ounces. Ounces. Ounces. £a
year. As regards the 1910 yield of the mines, Mr. John Ounces
1891.. 58.330.000 35,719.237 10,000,000 33,916.175 137,965,412 25.900.270
McLoish, Chief of the Division of Mineral Resources and 1895, 6§3.500.000 39.504,800 13.439.011 36,496,175 152,939.986 25.370.613
Statistics, Department of Mines of Canada, on such infor- 1S93—  60,000.000 44.370.717 20.501,497 41.228.063 166.100.277 24.055.610
. . . . 1894 —  49.500.000 47,038.381 18.073.440 53,140.696 167,752,517 20,226.410
m ation as is available, estimates the output at $20,500,000
1895 —  55.726,945 46,962.738 12,507.335 53.983.231 169.180.249 21.059,418

or 991,089 fine ounces. This is the best result sinco 1902. Total
91-95.287.056.945 213.595,873 74.521.283 218.764,340 793.938,441 117,212.123

The course of gold mining sinco 1899 is shown in the follow - 1896.. . 58 834.800 45 718.982 12.238.700 40.268,888 157,061,370 19,959.882
ing: 1897— . 53.860 000 53.903.180 11,878 000 44.431.992 104.073.172 18.885,500
CANADA’'S PRODUCTION SINCE 1899. 1898___ . 54.438,000 56.738.000 10.491.100 51.560.764 173.227.864 19 488.135
527V931'29-752 1%“5’230357~S Value. Ounces. 1899.. . 54,764.500 65.612.090 12.686.653 44,161,000 167.224,243 19.161.112

1916, 1350, 9,790,000 473,592
50'741.245 1003 359 sio,zos,sss 193708 %l?t?\? . 57.647.000 57.437,808 13.340.263 44.413.802 172.838,873 20.344.575
;2’_?33:338 %;éé% 1532"2%'2;2 gfjégg '96-00.279.544,300 269.410.060 60.634.716 224.830.446 834.425.522 97.839.204
1905 14,486,800 700,800 18,098,923 802,973 1901.. . 55.214.000 57.656.549 10.230.046 49.910.688 173.011,283 19.598,934
12,023,932 581,660 15,983,007 773,178  1902.. . 55.500.000 60.176.604 8.026,037 39.060,842 162.763.483 16.318,731
1908.. asezTEe PRadbite Joaa0.eTt 910.076  1903— . 64.300.000 70499.942  9.682.856 33.206.304 167.689.192 17.292.944
. ! ! : ! ! ! ! 1904. . 57,682,800 60.808.978 14.558.892 31,144.596 164.195,266 18,044,172
India.— Tho returns from tho Colar field, from which ':IL'QO?" . 66.101.600 65.040,866 12,561,600 35,884,774 169,588,839 19.652.873
very much the greater part of the East Indian gold product O-t0a1—05.278,7ga,4oo 314.182,938 55,059.431 189,207,294 837.248.063 90.908.654
is obtained, denoto that the yield of the country in 1910 was 1908... 56,517.900 55,225,268 14.237.246 39.660.226 165.640.640 21.308,978
less than in the preceding year, the decline being largest in 1907— . 56,514,700 61,147,203 19,083,031 48.269,689 185.014.623 23,271.622
' 1903.. . 52.440.800 73,664,027 17,175.099 59,906,444 203,186,370 20.636.il6
tho Champion Reef and Mysore workings. The details for 1909_ . 54.721,500 73.949.432 16,359,284 66,185.417 211,215.633 20.846.543
the last seven years are apponded: 1910.. . 57,137,900 71.372,974 21,545,828 72.822,660 222.879.362 22.926.393
EAST INDIA—GOLD PRODUCTION PRINCIPAL MINES. 1086.10.277.332.800 335,358,904 88,400,488 286,34 4,436 987,936,628 108.989,652
1916. 1915. 1914 1913. 1912. 1911. 1910. 1911.. . 60,399.400 79.032,440 16.678.421 69.362.583 225,372,844 23.094,547
Ounces.  Ounces. Ounces. Ounces. Ounces. Ounces. OUNCES.  1o,, 43 766,800 74.640,300 14.737.944 71.165,610 224,310,654 26,198,781

127,488 137,255 133,375 132,338 123,195 118,351

66,801,500 70,703,828 18,128,577 68,273,938 223,907,843 25,714,418

Oorcgum ... 86,643 96,261 95235 92,177 94,034 93,767 1013__ .

Mysore 20T.981 230,665 232,100 231,687 230,135 228,727 1914 . 72,455,100 27,546,752 3,573,077 57,051,090 160,626,019 16,941,026

Nundydroog 80,401 76,063 79.924 80,379 86,995 090,173 89,229 1915, . 74,961,075 39,570,151 4,295,755 60,926,997 179,753,978 17,694,532

Balaghat.. 17,725 16,083 17,403 17,495 17,379 17,027 15,997

North Anantapur.'J__*13,462 15570 13,350 10.780 7,271 5,282 159 '11-15.338,383,875 291,493,471 57,313,774 326,780,2181013,971,338 109,643,302

Huttl Ac... - 27.025 26,768 27,015 19,745 16,991 13723 1916 est. 72,883,800 35,000,000 4,500,000 60,000,000 172,383,800 22,491,778
Totals... 541,076 556,596 601,903 539,109 584,838 573,569 540,230 aValues of silver In this table are commercial values and are computed on the

average price each year of sliver as given by Messrs. Samuel Montagu & Co., Lon-
a Mysore West and Wynaad for 1910. don. Value of £ In this table, 54.8665.
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RETROSPECT OF 1916.

In publishing on Jan. 6 our review of the calendar
year 1916, we printed the monthly narratives only
for the first two months. In the issue for Jan. 13we
gave the narratives for two months more; on Jan. 20
we gave the summary for May; on Jan. 27 that for
the month of June; on Feb. 3 that for the month of
July; on Feb. 10 that for the month of August; on
Feb. 17 that for the month of September; on Feb. 24
that for the month of October; and to-day we add the
narrative for the month of November.

MONTH OF NOVEMBER.

Current Events.— Indications of acute economic tension,
as a result of the extraordinary series of ovonts growing out
of tlio conflict in Europe, becamo increasingly manifest. In
dom estic affairs, the Presidential election was also an im -
portant event for a time. For several days following its
occurrence it excited unusual interest, owing to tho closeness
of the voto in tho Electoral College as botween President

W oodrow W ilson, and tho Republican candidate, Charles E .
Hughes, tho contest assuming additional intensity by reason
of the narrow margin in the popularvote by which the success-
ful candidate of ono or tho other party in several of tho
States succeeded in obtaining the electoral votes of such
States. Tho excitement in that regard passed away, how-
ever, as soon as it became reasonably certain that President

W ilson had gained another four-year term, though on a close

vote in tho Electoral College, ho getting 277 votes, as against
254 obtained by Mr. Hughes. In Europe, now steps of a
drastic nature were taken to control food supplies in all the
leading countries, while in this country many incidents and

episodes of a very unusual chai'acter boro testimony to the
growth of an apprehensive stato of tho public mind, and a
general unsettlement of affairs. Prices here of grain and of
many other things attained still dizzier heights, making the
food problem in this country hardly less serious than in
Europe, and there Avas much talk of placing an export em -

bargo on wheat and other foodstuffs, tho effect of which was
seen towards the close of the month,when a tremendous col-
sapse in tho price of wheat occurred.

In the case of cotton, tho disparity between
tho staple by rapid
tended by such wild and erratic fluctuations abroad that some
extraordinary incidents occui'red. Thus, Egyptian cotton in

supplies and

demand advanced strides and was at-

Liverpool fluctuated so wildly that on Monday, Nov. 20, tho
M anchester Exchange suspended business temporarily, fol-
lowing a rise in Egyptian cotton at Liverpool of 3% d. Later

On Thurs-
onormous

in the samo week Egyptian cotton fell 250 points.
day, 23, Liverpool tho throes
liguidation. So was New York,
50 to 54 points, making a decline from tho high point of that
week of 104 to 122 points, much of tho selling being on stop-
loss orders. There were reports and rumors that, because of
tho renewed activity of German submarines, sorious
plications botween tho United States and Germany might
for which rumors, however, thoro appeared to bo no
On Nov. 28th much interest was excited
Liverpool that roports regarding the

N ov. was in of an

where prices of futures fell

com -

arise,
substantial basis.

by cable nows from im-
into Great Britain had been discontinued.
In this market middling upland spot cotton, after selling on
Oct. 31 at 19.15 cts., declined to 18.75 cts. Nov. 1, but
N ov. 20 saw the price up to 20.90 cts.; by Nov. 23 tho price
was off again to 20.10 cts., but on Nov. 25 it touched 20.95

portation of cotton

cts., from which thero was a decline to 20.35 cts. Nov. 28,
with tho close Nov. 29 (Thursday, Nov. 30, being Thanks-
giving holiday) 20.45 cts. Print cloths at Fall River on
Nov. 3 were marked up from 5% c. to 6¢c., against 3% c. at

tho beginning of tho year. It will bo observed that tho prico
(of 500 Ibs.) got well above 8100. Leather
m ade furthor sharp advances, and tho price of shoes rose to
undreamed of figures, with fabulous prices predicted for tho
immediate future. A prominent shoe manufacturer pointed
out that during tho last fiscal year alone over 880,000,000
worth of hides and solo leather had been shipped abroad.
This, it was stated, had produced a shortage of leather in this
country and was tho causo of tho prevailing high prices.
Reference was made to tho fact that a bill had been intro-
duced in Congress, providing for an embargo on foodstuffs,
and it was asked why not include in that embargo other
necessities of almost prohibitive

of a bale of cotton

living which had risen to
prices in this country.

The advance in the cost of living certainly took on a very
serious aspect and in Now York both tho city and tho State

authorities initiated investigations and discussed measures of

relief. Potatoes sold at retail at 82 a bushel and in some
localities it was reported that poor peoplo were obliged to buy
potatoes like apples and pay 2c. or 3c. apieco for them . W ith
referonco to the prico of coal, M ayor M itchel of this city

on Nov. 23 issued a statement saying that through several of

tho departmental com missioners ho had been making an in-
vestigation into tho exorbitant prico of coal to the smallcon-
sumer and had reached tho conclusion that somo dealers in
the city had taken advantage of an apparent shortago in tho

supply to boost the prico, especially to tho peoplo obliged
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to buy
thing
dealers fail
that
necessary to
supply of coal,
in the city, and from
Street

itby the bucketful. He said ho purposed doing every-
in his power to correct this evil. Should producers and
to heed his injunction, he would avail
had been mado to of whatover
buy, through a com mittee of citizens, a large
this coal to bo distributed at differentpoints
there delivered by tho wagons of tho
thoso

of an offer

him financial aid was

Cleaning Department to who use it in small
quantities and be sold to them at normal prices. An inquiry
into the increaso in the price of coal had been instituted earlier
in the month by the Department of Justico at W ashington.
The advanco was also the subject of investigation by various
other official bodies throughout tho country. It was stated

on Nov. 6 that tho investigation by agents of tho Department

of Justico had established that manipulation to raise tho
price of coal had its incoption entirely in New York, and was
caused by operators who had coal within tho State asking
retailers to pay extraordinarily high prices. An investi-
gation, Nov. 1, was said to havo developed that the same
grades of coal which were being quoted at 812 a ton in Now
York City could bo obtained in Hoboken, Orange, Newark,

and other neighboring Jersey communities for 87 and 87 25
a ton, though New Rochelle, Mt. Vernon and neighboring
W estchester towns wero paying tho same prices prevalent in
Greater Now York.

Certain grades of wheat in New York abovo 82
a bushel, No. 1 spring wheat, indeed, being quoted at one
time (Nov. 10) at 82 14% (against 81 19 tho provious Juno),
w hile flour of tho best brands commanded as much as 810 a
barrel, against 85 50 in June. Even corn (No. 2 yellow) was
quoted Nov. 13 at 81 19 per bushel. Bread was advanced
ono cont a loaf. Prices of canned goods jumped
along with everything else, and investigations by
Government officials wero made to determine tho reason for
tho advance and also with a view to getting supplies (which,
unjustly withheld from market)

sold well

upward
various

it was alleged, being

Tho State Departmentof Health and the Attornoy-

were
roleased.
General were petitioned by tho Com missioner of W eights and

Measures to investigate tho cold storage warehouses, while
an egg boycott was declared by housewives in an effort to
crush alleged egg speculators. The International Institute

in tho uso of food
crops, owing to a world-wido deficiency. It estimated that
by July 1 1917 world supplies of wheat would bo
46,000,000 bushels. It said that only becauso of tho abun-
dant season, giving a of 350,000,000
bushels, would it be possible to have even this surplus of 46,-
000,000 bushels left at tho end of tho current season. Tho
present year's crops of fourteen of tho world's grain-growing
countries was put at 2,222,914,000 bushels, or 72.4% of the
extraordinary yield of 1915, but 92.6% of a five-year average.
In this country, however, notwithstanding this
diminished yield, tho troublo seems to have been ontirely on
the foreign
speech delivered at W ashington on Nov. 14, in welcoming the
convention of tho National Grange of the Patrons of Hus-

of Agriculture at Romo urged rigid econom y

reduced to

harvest last balanco

season'’s

account of demand. President W ilson, in a

bandry, laid the responsibility for the high cost of foodstuffs
to the middlemen, saying: “W e ought to raiso such big crops
that circumstances like tho present can never recur, when

men can mako it appear as if the supply was so short that tho
it what ho pleased. It will

in respect to its

middleman could chargo for not
do to be niggardly with the rest of tho world
food supply.” On the hand, Georgo W . Perkins,
Chairman of M ayor M itchol's Commission on Food Supply,
issued a statement on Nov. 15, in which hocharged that “ tho
fundamental trouble is that we havo not at W ashington, or
Albany, or Now York City, or anywhero else, tho right kind
of market departments whoso business it is to study the ques-

supply, food distribution and food consum ption,

other

tion of food

in an intelligent, business-liko manner, and bring about such
reforms in the methods of food-distribution as would bring
about beneficial results to both the producer and consumer.”

Tho National Council of Farmers' Co-oporativo Associa-
tions, representing 300,000 organized grain farmers in nine
leading grain States, allowed it to bo known that their organ-

ization did not look with favor on any embargo on grain ex-

ports. They contended that the law of supply and demand
should bo allowed to work unhampered and that an embargo
on one set of products would bo class legislation. Oon tho
other hand, a resolution addressed to President W ilson

asking for a Federal investigation of the high food prices and
prevont shipments of foodstuffs
unanimously by delegates
to a special of tho Illinois division of tho United
M ino Workers of America, held at Peoria, Illinois, on Nov. 18,
claiming to represent 82,000 miners. Tho attitudo of
tho Administration with reference to tho suggested ombargo
was not clearly defined, oxcept that it was stated that foroign

suggesting an
to foreign

embargo to
countries was adopted
convention

and

governments, especially the belligerents, woidd havo no
ground upon which to complain if tho United States pro-
hibited the export of food supplies. It was also stated that

tho State Department did not
as touching the foreign affairs of the country and Secrotary of
State 23 as saying: “The De-

it is purely

regard tho embargo question
Lansing was quoted on Nov.
partment of Stato has no views on tho subject, as

a domestic question.

Reports, however, of tho possibility of an ombargo with
the reassembling of Congress in Docombor persisted, and on
N ov. 28 the grain markets, both hero and Chicago, became

completely demoralized as a result of tremendous liquidation.

Declines in prices on leading options amounted to 14 @ 18c.
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This was after no inconsiderable decline on preceding days.
The drop from the high points of the month was 23 @32 cts.
the latter being in the case of the Decem ber option, where tho

prico (at Chicago), after touching SI1 92% Nov. 13, fell on
N ov. 28 to SI 00; from this thero was somo recovery tho next
day, tho closo Nov. 29 being SI 68 % . The May option for
wheat at Chicago, after reaching $1 95% N ov. 13, got down
to SI 70% Nov. 28, with tho close Nov. 29 S1 77% . There
were also wide fluctuations in other grains. M ay corn at
Chicago, after having declined from 89 cts. Oct. 31 to 86%
cts. Nov. 2, mounted to 99% cts. Nov. 13, and closed at
92% cts. Nov. 29. M ay oats at Chicago, after having risen
from 57 cts. Nov. 1 to 63 cts. Nov. 14, declined to 55% cts.
N ov. 29, the closo for the day, however, being at 57% cts.

The metal markets were also excited and recorded further
advances in prices— in some cases to unprecedented figures.
Copper rose to a pound, Avith the demand
ceedingly active and urgent. An advance of S5 a ton in the
prico for stool rails was announced by tho U. S. Steel Cor-
poration on Nov. 15, applying to all deliveries, and making
tho quotation for Bessemer rails $38 a ton, and for open
hearth rails $40. Thoindependent steel producers,of course,
followed suit. This folloAved an advance the previous M ay,
the first in years, also of $5 a ton, thon bringing the price of
Bessemer rails up to $33 and that of open-liearth rails to $35,
this after largo orders for 1917 delivery had been placed at
$28 and $30 respectively. The price of Lake Superior
oro for shipment in 1917 Avas fixed at an advanco of $1 50
a ton over tho present year’'s prices, putting old rango Bes-
semer ores at $5 95 at loAver Lake ports and M csaba Bessemer
at $5 70; Avith noiv non-Bessemer ore at $5 20 for old range
and $5 05 for Mesaba. Iron advanced by leaps and bounds.

above 34c. ex-

iron

Basic pig iron, Valley Furnace, advanced still further from
$22 to $30, and Bessemer iron at Pittsburgh from $26 95 to
$34 45. Steel billets, both Bessemer and open hoarth, rose

anothor $5 a ton to $55. Steel bars at Pittsburgh increased
further from 2.75 cts. to 3 cts.; tank plates at Pittsburgh from
4 cts. to 4.25 cts.; galvanized sheets from 4.90 cts. to 5.50 cts.,
and Avire nails from 2.70 cts. to 3 6ts.
clined at ono time a dollar a ton for prompt delivery and 25
cts. for future delivery, but moved up again to the old figures
at the close. Copper at New York established an advance of
5@ 6 cts., Lako rising from 29 cts. to 34% cts., and electro-
lytic from 28% to 34% cts. Tin at Noav York rose from
41% cts. to 45% cts., and closed at 45 cts. Lead advanced
from 7 cts. to 7% cts. and spelter at NoavYork got up from
10% cts. to 13% cts. .

One effect of the gonoral advanco in prices and tho rise in
tho cost of living Avas to bring about many advances in wagos.
Tho U. S. Steel Corporation decided on Nov. 21 to raise the
Avages of its many employees, at steel works and blast fur-
10% , and to make a proportionate advance in tho case
of Avorkors em ployed in the mines and by its transportation
companies. Tho Avore effective as of Dec. 15.
This AVAS tho third advance for tho year, and represented a
over tho Avages in force on Jan. 1. The
the footsteps of the
likeAvise advanced wages 10% . The
American Woolen Co. on Nov. 21 also announced an increase
of 10% in tho wages of its employees. Tho textile
throughout New England did tho same, the advances in many
tho same as

Connelsvillo coke de-

naces,
increases
total increaso of 33%

independent steel concerns folloAved in
Steel Corporation,

and
mills

cases being the third of the year, in tho case of

tho Steel Corporation. The Fall River Manufacturers
Association granted 10% additional pay, in response to the
requost of tho cotton mill operatives, after having at first
hositated about tho step and requested further time for con-
sideration of tho demand. Tho Standard Oil Co. of New
Jersey announced on Nov. 29 that, effective Dec. 1, there
Avould bo a wago increase of from 25c. to 30c. a day for tho
10,000 Avorkors of its four refineries. Tho rate for common

labor was raised from $2 20 per day to $2 50. Pretty gonoral
advances in wages were also made in many othor industries,
tho rubber companies, for oxample, boing one such instanco.
M any concerns gavo tho increaso in tho shape of bonuses.
Thus, tho Consolidated Gas Co. of this city, tho N oav
York Edison Co., with their affiliated gas and electric com -
panies, made announcement on Nov. 22, that all employees
earning $3,000 a year less, be paid 7% their
salaries, this being tho rate of dividend paid to shareholders
their stock.

Ono of the features of the month Avas the largo number of
brought out. Subscription books for the
collateralgold loan of tho British Govern-

and

or would on

on

iioav foreign loans
$300,000,000 5% %

ment, Avhich Avero opened on Oct. 31, and Avero to closo on
N ov. 8, or earlier, Avero actually closed Nov. 4, and it A@
announced that tho loan had been an entire success. The

terms and tho collateral have been indicated under our narra-

tive for October.

A syndicate composed of J. P. Morgan & Co., Tho Na-
tional City Bank, the Guaranty Trust Co., Leo, Higginson
& Co., and Harris, Forbos & Co., offered to the public $50,-
000,000 Russian Government 5% % 5-year bonds. Tho loan
was offered at 94% , netting purchasers about 6% % Only
$25,000,000,howover,of thisloan Avastaken ‘‘firm ' 'by thesyn-

dicate, and as tho subscriptions reached but $20,000,000 tho
option on tho remaining $25,000,000 Avas not exorcised. Tho
Continental & Com mercial Trust & Savings Bank of Chicago,
together Avith Chandler & Co. of NoavYork and Philadelphia,
offered $5,000,000 6% 3-year treasury notes of tho Republic
of China at 97% and interest, making the yiold 6.90% ; it Avas
announced that tho for

loan had been subscribed more than
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three times. W illiam M orris Imbrie & Co., the Equitable
Trust Co. of this city, Spencer Trask & Co., and E. H. Rol-
lins & Sons, brought out $5,500,000 6 % serial external gold
loan of the city of Sao Paulo, Brazil, due from Jan. 1 1919
to Jan. 1 1928, at prices graded so as to yield purchasers from
6 to 6% % , according to the varying dates of maturity.
Kuhn, Loeb & Co., as syndicate managers, offered $20,-
000,000 city of Bordeaux, $20,000,000 city of Lyons, and
$20,000,000 city of Marseilles 6% 3-yr. gold bonds. It was

stated that the purpose of tho loans to these three French
cities was to proAdde for the expenditures for the alleviation

of suffering caused by the war and for other municipal pur-
poses. Principal and interest were made payable at the
option of the holder either in gold coin in Ncav York, or in

francs at the fixed rate of 5.60 per dollar, thus offering the
possibility of a very substantial profit in exchange, inasmuch

as tho normal rate of exchango before tho war Avas about
5.18 francs per dollar. The French Republic agreed to fur-
nish, if necessary, to the three cities, gold to the amount
needed to enable payment of the loan to be made in New
York. Applications for participation in the syndicate under-
Avriting these bonds greatly exceeded the amount of the issue,
but the public offering Avas not a com plete success, in part,
it is supposed, because of the action of the Federal Reserve

Board Avith reference to purchase by the banks of short-term
obligations of foreign governments, to Avhichreference ismade
further below. The price of the bonds to tho syndicate, it is
understood, was 96 % , and they were offered at 98, at which
figure the return to the investor was 6 % % The syndicate
agreed to take $36,000,000, with an option on the remaining
$24,000,000. The subscription, it is understood,
aggregated only leaving $8,000,000 in the
possession of tho syndicate, it was decided not to exer-
cise tho option on the remaining $24,000,000 bonds.
The Guaranty Trust Co., tho Trust Co.,
W illiam P. Bonbright & Co., composing tho syndicate which
in October had arranged for a industrial credit,

public
$28,000,000,
and
of
Bankers and

large French

made public a list of 74 French concerns participating in the
credit, and announced that the amount involved had been
fully subscribed by American institutions. The credit ABS

originally expected to reach the neighborhood of $100,000,000
but AvaSfinally definitely lim ited to $50,000,000. This credit
was not for tho account of the French Government, but for
French industrial concerns to cover purchases of goods in this
country.

Tho important event,
negotiations Avas tho
month by J. P. Morgan & Co.,
Government treasuries had each authorized the sale
market of a limited amount of their short-term bills, running
at various maturities from 30 days to 6 months, and payable
in dollars in New York City. It Avas stated that they Avould
probably bo available for purchase on 1, and
atrates based largely upon money marketconditions. llwas
after the announcement of this proposed offering of foreign
treasury bills that the Federal Reserve Board took someAvliat

howover, in the foreign loan
announcement tho latter part of the
that the British and French
in this

most

or about Dec.

strongly against the purchase
The Avarning was issued
locking up of bank
of foreign

sensational action in advising
by banks of obligations of this sort.
on Nov. 27, and Avas directed against tho
funds in tho purchase of short-term obligations
Governments, that by reason of their character might, it Avas
supposed, have to be renewed from time to time until finally
funded.

The Reserve Board, in statement, took
“disclaim any intention of discussing the finances or reflecting

upon the financial stability ofany nation, but wishes itunder-

its occasion to

stood that it seeks to deal only with general principles which
affect all alike.” Commenting upon this form of borrowing
the Reserve Board observed that “it Avould appear so attrac-
that unless a broader and a national
individual banks might easily be tempted to
that the banking of this
in this manner might run into many hun-
The Board, therefore,
caution the member that
interest of tho country at this time that they
treasury bills of this character.” The
Board Avent on add that it “does not consider that it is
upon to advise private investors, but the United
is fast becoming the banker of foreign countries
suggest that the
data— particu-
caso of unsecured that ho may
in the light of presentconditions
and in conjunction mwith the economic developments of the
past.” Tho action of the Reservo Board served to cause
tem porary depreciation in foreign government securities, and
also acted as a deterrent on the purchase of such securities.
After the Board's Avarning J. P. Morgan & Co.
announced that the Board's action Avould involve no change
in tho plan of offering tho British and French treasury notes
about Dec. 1. On the latter day, hoAvever,
came from tho bankers that they had been instructed by the
British and French Governments to withdraw the bills al-
together from sale. In the mean time, a heavy inquiry for
tho securities had developed and a considerable amount of
applications the actually
J. P. Morgan & Co. expressed to the
tors who had placed orders for tho securities, the Avish to be
released from the obligation to deliver, and the subscribers
to the wish. Tho action of the tAVO governments

tive
adopted
to

point of vimv be
invest
in it such extent resources
country employed
dreds of millions of dollars.”
it its duty “to
rogard it in the

invest in foreign

an

deemed

banks it does not

to
called
States
parts of the world,
should
larly in the
judge the future intelligently

as
in all
it takes occasion to in-

vestor receive full and authoritative

loans— in order

Reserve

announcement

for same received. Accordingly,

institutions and inves-

acceded
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(as indicated by tho bankers) was “because, as explained by In France,a NationalBoard of Supervision was constituted
the British Chancellor of the Exchequer, and by the French and invested with large powers in an effort to stop waste and
M inister of Finance, these governments desired to show t0 compel savings in the use of coal, light and provisions.
every regard to the Federal Reservo Board, a governmental A bill was introduced in the House of Deputies compelling
body, of which the Secretary of the Treasury and the Comp- the newspapers to cut their issues down to two pages twice
troller of the Currency are ox-officio members.” It was fur- @& week in order to save print paper. A decree, too, was

ther added by J. P. Morgan & Co. that the sale of these issued compelling all stores throughout France, except those
treasury bills, payable in dollars in New York, had never ©0ffood supplies, to close at six o'clock p. m. after Nov. 15,
been an essential part of the Allied Governments’ financial tho purpose being to economize fuel and light. A tax on
plan, but had for some time “been under consideration, with meals in restaurants which exceeded 5 francs was also or-

a view to furnishing a credit medium that would accom - dered. Restaurants and cafes were required to close at 9:30
modate tho American banking demand for an instrument of P. M. (instead of 10:30 p. m. It was announced theatres
short maturity and of such limited volume that the Govern- Would be closed on Mondays, moving picture houses on
ment could always undertake to lay down gold in New York Tuesdays and cafes, concert and music halls on Wednesdays.
sufficient to meet the matured bills. It was believed further Parisians were startled to hear that tho elevators of many
that these bills would have furnished at the end of the war DPuildings would be stopped for the same purpose. Tho coal
an excellent measure of protection to the American financial Supply of the Western allies being drawn from England, tho
situation, inasmuch as these steadily maturing obligations latter had to partition the fuel for Italy and for Franco, and
of tho foreign governments would have tended to prevent to some extent, for Switzerland and Spain. Tho lack of both
heavy drafts of gold from this market.” Considerable pre- sea and railway transportation facilities limited deliveries.
liminary preparation had undoubtedly been made by the At a meeting of the French Cabinet on Nov. 23 it was de-
bankers to pave the way for these treasury bills. On Nov. 3 ¢ided to place complete control of tho French food supply
H. P. Davison of J. P. Morgan & Co., and Chas. H. Sabin, both for tho army and civilian population, in tho hands of a
President of the Guaranty Trust Co. of New York, were M inister of Provisions. The position was similar to that of
guests at a dinner at the Chicago City Club, at which it is Minister of Transportation, which had been just created to
believed the advisability of extending further credit to tho control every form of military and civil transport. Tho food

British and French Governments, in view of tho continued Situation and tho problem ofreorganizing the supply channels,
largo purchases of the two countries, was ono of the things Which had proven inadequate to meet tho needs of tho Rus-

discussed among others. On his return trip to New York sian population, were also the principal questions before tho
M r. Davison passed through W ashington and had quite a Russian Duma, which resumed its sessions on Nov. 16, after
lengthy talk with President W ilson, the nature of which was an adjournment of four months. t

not disclosed, but it is believed involved unfolding the plan There were also many ministerial changes in tho Cabinets
for the issue of these foreign treasury bills, and as tho Secre- Of tho belligerent countries. In Russia, Alexander Tropoff,
tary of the Treasury in the President’'s Cabinet is also a Minister of Railways, was appointed Premier to succeed
member of the Reserve Board, it is quite possible that Mr. M . Sturmer, the latter was by an Imperial ukase made
Davison's frank talk with the President led directly, or in- Grand Chamberlain of tho Imperial Court, retaining his
directly, to tho action of the Reserve Board in interdicting functions as a member of the Council of tho Empire. The
the purchase of treasury bills by the banks and the general change was taken to imply a victory for tho Liberal olemont
cautioning against tho acquisition of foreign government of Russia over the bureaucratic regime. It was also taken
securities generally. M r. Davison had, on Oct. 29, returned to imply strengthening tho hands of those determined to con-
from Europe, after a two-months’ trip abroad, and had issued tinue the war to a vigorous conclusion, and opposed to any
a statement announcing that this trip had been for tho pur- compromise with the Germans. From Berlin tho resignation
pose of discussing munitions and finance with the authorities ©O0f Gottlieb von Jagow, German Secretary of Foreign Affairs,
in London and Paris, so it was natural that he should want Wwas announced on Nov. 22. His successor was Alfred
to acquaint American bankers and investors and those high Zimmermann, his former Chief Assistant. Von Jagow was
in authority with his views as to the best methods of meeting reported in ill health, and it was said tho appointment of Dr.
the requirements of tho situation, especially as at the inter- Zimmermann would relieve the German Chancellor, Dr. von

view referred to, he had taken pains to declare that “our Bethmann-llollweg, of considerable parliamentary work by
investors, our bankers and tho public generally, must take reason of the new M inister'sreadiness of debato and tho com -
a broad, intelligent view of the opportunities before us and plete lack of talent for public speaking of von Jagow .

assure the peoples of these foreign governments that we desire An important development of the month was the death on
their trade and have confidence as to their financial sound- Nov. 21 of Francis Joseph, Emperor of Austria and King of
ness. It isnot a question of wealth or value, but purely one Hungary. The Emperor had, tho previous Aug. 18, com -
of exchange, the solution of which lies with us now and will Ppleted his eighty-sixth year and had been on tho Imperial
continue to for a long future, if we show ourselves competent throne since 1848, or sixty-eight years. Though ho had been
to handle it.” ailing for some time the end was sudden and unexpected, and

Austria brought out a fifth war loan and so did Hungary. the Emperor died literally in harness, having attonded to
According to the Overseas News Agency, the offering price State business on the day of his death. He was succeeded
of the Austro-Hungarian 6% loan was 97.70. The 5 X% by the Archduke Charles Francis Joseph, tho heir apparent,
loan, redeemable at 105 in 2 years, it was stated, would be his nephew, a young man of 29 years, who took tho title of
issued at 96— the subscriptions for these loans to run from Charles I. Tho new monarch, who was doing duty on
Nov. 23 until Dec. 27. , the war front, immediately took over tho Government a,nd

The.economic measures taken by the belligerent countries confirmed Premier Koerber in his functions. Aftor paying
of Europe to conserve their food and material resources were homage to the dead Emperor, he issued a proclamation say-
numerous and extraordinary, and cannot bo recounted here ing: “1 will continue to completo his work. I ascend his
in detail because of the lack of tho necessary space. Great throne in a stormy time. Our aim has not yet been reached,
Britain, France, Germany anti Russia all initiated measures and the illusion of tho enemy to throw down my monarchy
for the appointment of practical food dictators. Germany and our allies’ is not yet broken. You know me to bo in

led tho way and also united the ontiro German manufacturing harmony with my peoples, in my inflexible decision to con-
industry in a single organization, through the formation of tinue the struggle until a peaco assuring tho existence and
a German industrial council, for tho purpose of meeting development of the monarchy is obtained. I will do all in
conditions after the war. In other words, the Central Asso- my power to banish, as soon as possible, tho horrors and
ciation of German Industrials, the League of Industrialsand sacrifices of war, and to re-obtain peaco as soon as tho honor
the Society of Chemical Industries, which had been working of our arms, the condition of life of my countries and their
together since the outbreak of the war, resolved to form an allies, and the defiance of our enemies will allow.”
alliance on a permanent basis. Tho military developments in Europe were favorablo to the
It was also arranged to mobilize for Government service Central Powers in that the plan of the Germans for tho sub-
persons who were unemployed, or doing work that could be jugation of Rumania were carried successfully forward,

dispensed with during tho war, and a government bill to put evidently in accordance with tho carefully devised scheme
tho plan into operation was introduced in the Bundesrath. ofcampaign prepared beforehand, and tho Rumanians every-
The scheme provided for tho utilization of the entiro avail- where were obliged to fall back, sustaining heavy losses under

able population for tho purpose of fighting the war to a the assaults of the German and Austro-Hungarian armies,
successful issue without disturbing the work in any necessary aided by the Bulgarians, and at certain points also by Turk-
industry. Itwas not contem plated to mako the arrangement ish forces. In the Dobrudja, it seemed for a time as if the
compulsory at the outset, although it was stated this might Rumanian armies might be ablo to check tho foo, and with
bo done later in the case of persons unable to show that they the assistance of the Russians, who made a strenuous effort

were engaged in some usoful occupation. As a preliminary, to prevent the crushing of tho Rumanian forces, but tho
and in order to obtain a trustworthy basisforthohomo army endeavor proved in vain, and by tho end of tho month tho
thus planned, tho German Government ordered a census of invaders were within a short distance of Bucharest, tho
the ontiro home population as of Dec. 1, with occupations. capital of Rumania, tho fall of which was destined to tako
The object of the lists was to enable the organizers of the now place the next month. This followed from tho fact that a
industrial army to select persons available as workers in their juncture had been effected between tho forces under Field
proper capacity. M arshal von Mackensen and Gen. von Falkenhayn. The

On Nov. 16 King George of England signed a bill imposing forces of the former were then virtually within shelling dis-
most severe regulations upon tho British nation’'s food re- tance of the southern forts protecting Bucharest. Driving
sources and placing tho handling of tho matter in the control along the railroad leading north from Giurgiu, von M acken-
of a virtual food dictator. The first of the next month sen had captured the town of Tzomana, sixteen miles south
(Dec. 1) the British Board of Trade, under tho Defense of the of Bucharest. Meanwhile, tho army of Gon. von Falken-
Realm Act, took over control of all tho coal mines in South hayn was keeping up its pressure against tho Rumanians west
W ales, on account of recurring troubles between the miners and northwest of the capital. Further north they had cap-
the owners. tured the town of Campulung. Everywhere the invaders
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took large numbers of Russians
woro withdrawn from Galicia and hurled against the
on the Eastern border of Transylvania, without,
being able to accomplish much. The impending doom of
Rumania was foreshadowed several weeks before by Field
M arshal von Hindenburg, who, when in Berlin on Oct. 30,
gave a formal interview regarding war conditions that at-
tracted active interest “The Rumanians still retreat and
their day of reckoning is coming,” ho declared, “1 welcomed

prisoners. in great masses
invaders

however,

their entrance into the war, for by it we got out of the
trenches.” The French, ho declared, had shown great
tenacity, but were exterminating lives by their method of
fighting. All their tenacity would be of no avail, and finally
there would be none of them left. “The French nation,” he
said, “owes this fate above all to the English. If the Eng-
lish ask for another offensive of the same style the coming

rob France of the rest of her army and
He also declared that
through the western

spring, then they will
of the rest of her national strength.”
tho Entento Powers would not break
front in thirty years.

Elsewhere, however, the Central
ber of defeats. In tho M acedonian campaign the com pletion
of the first stage of the Franco-Serbian campaign resulted in
tho capitulation of Monastir by tho Bulgars and Germans.
Tho point was not of great strategic importance, but was of
sentimental value, in that it marked the giving up of a place

Powers met with a num -

previously taken from the enemy. On the left wing of the
Entente line in Macedonia tho Italians also made progress
in the sector between Lake Ochrida and Lako Tresba, west
of Monastir, and likewise made headway toward Ochrida,
25 miles northeast of Monastir. Earlier in the month the
Italians also achieved success in a now offensive in the

capturing 4,700 Austrian prison-
Tho most spec-
Fort

Gorizia and Carso sectors,
ers, six guns and numerous machine guns.
tacular event of all, perhaps, was tho evacuation of
Vaux on the Verdun front, by the army of the German Crown
Prince. O fficial announcement of this step was made by the
O ffice on Nov. 2,

that tho German military

accompanied by tho explana-
the sacri-

Berlin W ar
tion leaders considered
in the fort's retention out of proportion to its
presentGerman strategic plans. Forts Douaumont
and Vaux, stated,
in tho defense of Verdun that as long as they remained with
unimpaired armaments in French hands they had to be put
out of action in order to cripplo tho fortress. Once this was
accom plished, tho ruins of the forts, with the armaments
removed, possessed no such importance to the Germans and
sorvod chiefly as targets for the French artillery. Fort Vaux
had been captured by the Gorman Crown Prince tho previous
June 6, its surrender marked aiiother
lapso of the Gorman drive against Verdun.

Later in the month British troops began a now
in tho Ancro River region of France, siezing the heavily forti-
fied village of Beaumont-Hamol and in the course of a few
days capturing several thousand prisoners.

In Greeco there was an
vance guard of Venizelist soldiers armed with machine guns
Katerina, a Saloniki. The
Venizelist Government was reported as having a considerable

fices involved

value in

it was formed such a material element

and incident in the col-

offensive

war and an ad-

outbreak of civil

seized few miles northwest of

body of well armed and trained soldiers. Tho situation be-
came very threatening, with the Allied Powers constantly
making new demands fro the surrender of authority on the
part of King Constantino, becauso of fear of some act of
treachery, which might endanger the security and safoty of
the Allied forces. On Nov. 19 Vice-Admiral du Fournet,
Commander of tho Allied fleet, informed tho King Con-
stantino Government that at seven o'clock that evening

notice had been sent to tho German, Austrian, Bulgarian and

Turkish legations that Ministers and their staffs must within
48 hours bo aboard tho Marienbad for deportation to their
respective countries. A request for delay by theso diplo-

m atic representatives of the Central Empires met with refusal
and they finally left Athens before the expiration of the time
limit. .

Independence for Russian-Poland was officially proclaimed
in a joint manifesto issued by tho Governments of Germany

and Austria-Hungary, cablo advices received
from Berlin on Nov. 5. in tho Royal
Palace of Warsaw before tho assembled Polish representatives
by Governor General Beselor of the German army. It was
stated that this action had boon in direct responso to the
wishes of tho Polish people, as expressed in tho visit of a dele-
gation of tho upon tho Gorman The
manifesto concluded by saying: “Tho thus

most solomnly guarantee tho ro-establishmontofthe Kingdom

according to
Tho manifesto was read

same authorities.

allied monarchs

of Poland. This fact cannot be any moro overturned.”
Tho act of thus granting autonomy to Russian Poland was
considered as deriving a special significance from tho fact
that it meant tho surrender by Austria of her ambition to
annex a slico of tho conquered Polish territory. The next
month Archduko Charles Stephen of Austria was selected

to be Regent of Poland, with the prospect of olection as King
Archduko Charles was at tho time commander of the
Austrian Navy. He is a brother of tho Queen Mother of
Spain and a cousin of tho lato Emporor Francis Joseph.

lloports that wholesale doportations of Belgium civilians
forcod boing made aroused

later.

for labor in Germany wore con -

siderable feeling in this country and tho American Charge at
Borlin was directed by tho Stato Department to discuss the
personally with the (this being

different from a form al official protest which our Government

matter German Chancellor
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was not willing to make) and to say that such deportations
could not but have a most unfortunate effect on neutral
opinion. Germany, in its reply, indicated that the action

was a matter of necessity, owing to the difficulty of finding
employment for the idle in Belgium because of the embargo
on importations of materials for manufacturing enforced by
the British Government, and was really for the benefit of the
the most of whom
Russia, in a dispatch from
24, officially

Imperatritsa M aria.
the

followed by an internal

went willingly.
Petrograd Nov. 23, via London
announced tho of the dreadnought

It was stated that on Oct. 20 a fire had
forward magazine of the ship,
explosion. The greater part of the
crew were saved. This dreadnought had been launched in
1914 and displaced 22,500 tons. The British hospital
in the Aegean Sea on Nov.

Belgians,

Nov. loss

broken out in and was

ship
Britanic was sunk by a mine 21.
The Britanie, whose tonnage was 47,500 tons, was the largest
British liner afloat, and the third largest liner in the world,

exceeded only by the Vaterland, now interned in the United

States, and the Imperator. There was a loss of about fifty
lives; there were no wounded on board. The British hospital
ship Braemer Castle, bound from Saloniki to M alta, with
wounded, was also mined or torpedoed in the Aegean Sea,

but all on board were saved. On account of the activity of

German submarines off the coast of Spain marine insurance
rates were sharply advanced by underwriters in this city the
latter part of the month, shipments to Mediterranean ports
being charged 8 to 10% , as compared with the previous ruling
rates of 5 and 6 % . Rates to the United Kingdom , however,
were unchanged at 2% and 3% , the waters about the British
Isles being particularly rough at that period of the year and
not favorablo to submarine operations. The American ship
Chemung was torpedoed and sunk near Cape d'Gata, Spain.
Admiral SirJohn R . Jellicoe, Com mander of the British Fleet,
Nov. 29, appointed first Sea Lord of the British
Admiralty, being succeeded in command of the Grand Fleet
by Vice-Admiral Sir David Beatty, commanded the
British battle cruiser squadron in the Jutland naval battle.
Sir Henry D . Jackson, the former First Sea Lord,

was, on
w ho

Admiral
was appointed President of the Royal Naval College of Green-

wich. M Neratoff, Assistant Russian M inister for Foreign
A ffairs, was appointed to tho position of Foreign M inister.
M . Neratoff succeeded the former Premier, who held the
Foreign portfolio as well. In an interview in London Dr.

Christopher Addison,Parliamentary Secretary of Munitions,
declared that by the following M arch Great Britain would be
independent of American steel on the basis of the augmented
for the coming year.

In a the debenture
Alabama New Orleans Texas & Pacific
tho Secretary of the company announced
facilitate tho arrangements
compliance with a desire expressed by the British Treasury,
tho directors had entered into a provisional contract for the
sale to American purchasers of the following holdings of the
company, namely (1) & Northeastern R R .,
(a) $5,595,000 gen. M tge. 4~ % bonds; (b) $1,500,000 incom e
M tge. bds., and (c¢) $5,336,300 common stock. (2) South-
western Construction Co. $448,700 common stock. The
consideration for the sale was £2,400,000 sterling, which was
to be the purchase of British Government 6%

munitions program
the
Rys. Co.
order to

and in

circular addressed to holders of
Junction
that in
exchange

for American

New Orleans

invested in
Exchequer bonds.

Count Adam de named by the
Austrian Government as its diplom atic envoy in thiscountry,
Constantine Dumba, and the Entente Powers,

Tarnow Tarnowski was
to succeed Dr.
after having at first refused to grant him safe conduct to the
United States, eventually acceded to the request the next
month on representations of the United States.
As showing tho activity of submarines,
from Berlin, Nov. 1, stated that three German
had recently returned to their home ports after having sunk
21 ships in the English Channel
of 28,500 tons. _
In Mexican affairs Villa, the Mexican bandit, continued
in Northern M exico, one of his
The Mexican-

German reports

submarines

in a few days, with a total

to show considerable activity
operations being an attack on Chihuahua City.
American Joint Com mission, after twelve weeks of discussion,
the military of the
but the acceptance of the
in doubt, and it appeared
refused to have anything

reached an agreement control
dividing the countries,
Carranza remained

that he

regarding
line two
plan by Gen.
a long time subsequently
to do with it.
Supplementing the order

issuance in October of an official

denying to the International News Service (a Hearst con-
trolled organization) further use of the British O fficial Press
Bureau and the use in Great Britain of cables and other
facilities for transmission of news, the circulation of the
Hearst papers was placed under tho ban in Canada and the
International News Service denied facilities for obtaining

news. Accordingly, no person in Canada was permitted,
after Nov. 11, to be in possession of the newspapers or any
issues of them , on penalty of fine and imprisonment. Cable

advices from Paris Nov. 8 stated that the French Government
had followed in the wake of Great Britain and deprived the
International News Service of the use of cable service between
Paris America. The their
action on allegations of continued garbling of messages and
breach of faith on the part of the International News Service.

The figures of tho American
showed that the
large, being reported

and two Governments based

Railway Association, issued

after the close of tho month, car shortage

was decreasing, but still remained (net)
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105,527 ears Dec. 1, against 114,908 cars Nov. 1. In 1915 Stock Fluctuations. Nov. 1. Nov. 29. Range for Month.
there was a net SUTPIUS of cars on Nov. 1 0f 28,208 cars and Industrials (Con.)- Prices in doll ars per share. Lowest. Highest.
on Dec. 10f 37,402 cars. The Commission headed by M ajor- American Can 61% 62 61% Nov. 29 67% Nov. 17
i _ Amer Car & Foundry. 67% 72% 67% Nov. 1 77% Nov. 21
General Goethals, named by the President under tho Adam Amer Hide & 1., pref. 89 75% 67 Nov. 3 70% Nov. 22
son Eight-Hour Railroad Act, to investigate the workings American Locomotive. 82% 88% 82% Nov. 1 98% Nov. 9
of the law held its first meeting in New York on Nov. 23 Amer Smelt & Itefin'g. 111% >116% 110% Nov. 8 122% Nov. 20
' ) ) ) ’ Amer Steel Foundries. 65 66 63 Nov. 3 72% Nov.21
and had a conference with the railroad presidents for the Amer Sugar Refining. 120% 117% 115% Nov. 14 122 Nov. 2
purpose of discussing methods as to how the Com mission’s Amer Tclep & Tcleg.. 133 128 126% Nov. 23 134% Nov. 9
: . B . . Amer Woolen of Mass. 51% 53% 51% Nov. 4 58% Nov. 8
investigation regarding the operation of tho Adamson Law Amer Writ Paper, pref 50% 66 46 Nov. 4 76% Nov. 20
was to bo conducted, but it was announced that tho confer- Am ZincL & S(parS25) 52% 57% 52% Nov. 6 1%2& “ov.;g
i f i Anaconda Cop(par$50) 94% 98% 94% Nov. 1 ov.
ence was merely informal and preliminary as the work of Baldwin Locom otive.. 84 77% 76% Nov. 29 90% Nov. 8
the Com mission did not really begin until Jan. 1. Practical- Bethlehem Steel Corp. 645 619 601 Nov. 29 700 Nov. 18
i i i P Central Leather 96% 111% 96% Nov. 1 123 Nov. 10
ly all the railroads in the country began suit to enjoin the Chile Copper (par $25) 220 3206 22% Nov. 8 39% Nov. 18
operation of the law, and in the U. S. District Court at Chino Copper (par $5) 61% 68 60% Nov. 1 74 Nov. 18
i illi Colorado Fuel & Iron. 53 56 52% Nov. 14 61% Nov. 20
Kansas City on Nov. 22, by Judge William C. Hook, the Act Continental Can 102 09% 98% Nov. 14 106% Nov. 3
was held unconstitutional in a suit brought by tho Receiver Crucible Steel of Amer 89% 83% 82% Nov. 29 96% Nov. 2
of the Missouri Oklahoma & Gulf RR . It was finally de- Cuban-Amcr Sugar... *220181240 21%5% 21;23 "\‘:gv-gg 213;355% ”\\“gzll- ig
P A . . General Electric V. .
cided by all parties concerned to let this bo a test suit and an  gecneral Motors....... *800 875 *600 800 810 Nov. 4 818 Nov. 2
appeal was at once taken and the case placed on the docket Goodrich (It F) 72% >69% >68 Nov. 11 73 Nov. 1
: Gulf States Steel tr ctfs 95 173% 95 Nov. 1 193 Nov. 16
of the U. S. Supremo Court on Nov. 28. The American Insp Con cop(par$20). 66% 69% 66% Nov. 1 74% Nov. 18
Federation of Labor backed up the four railroad brotherhoods Int Agrlc Corpvtc__ 26% *22 25 20% Nov. 23 2:% Nov. é
i i Int Merc Mar trctfs.. 39% 45% 39 Nov. 1 48% Nov. L
and all the indications pointed to some affiliation between Preferred trust ctfs. 113% 116% 113% Nov. 1 122% NOV. 9
the brotherhoods and tho Federation. Tho Federation held Int Nickcl(parS25)vtc 50% 46% 45 Nov.23 52% Nov. 11
f P f f ] International Paper.. 63 63 60% Nov. 6 75% Nov. 10
its convention in Baltimore and extreme hostility was avowed L mcKawanna Steel . hos 102% 87 Nov. 3 107 Nov. 17
to the writ of injunction as a means of stopping a strike. The Maxwell Motors tr ctf. 85 73% 71% Nov. 13 86 Nov. 1
i i i National Lead 68 67% 66% Nov. 14 70% Nov. 8
attitude of Samuel Gompers, President cf- tho Fed.eratlon, PillstoaIctfsWep. aa c30 20% Nov. 11 54 Nov. 20
had long been known, and a recommendation submitted by Pressed Steel Car 72 83% 72 Nov. 1 88% Nov. 20
a committee was unanimously adopted on Nov. 21 by the HallwaySteelSpring.. 53% 58% 53% Nov. 13  61% Nov. 27
ti to th ffect “that iniucti d li ith  Republic Iron & Steel. 78 87 77% Nov. 4 93 Nov.?20
convention, to 0 eftec at any injuction dealing wi Studebaker Corp (The) 128% >120% 120 Nov.29 131 Nov. 1
tho relationship of em ployer and employee, and based on the Texas Co (The) 224% c207% c204% Nov.29 241% Nov. 21
i i i U S Industrial Alcohol 141% 135 131% Nov. 23 148% Nov. 2
dictum that labor is property bo disregarded, let the con- U S Rubber 59% 56 59 Nov. 13 68% Nov. 22
sequences bo what they may." USSmH&M (par$50) 71 77 71 Nov. 1 12;;1/0 mov;%
United States Steel— 118% 127% 118% Nov. 1 % ov.
On Nov. 10 the member banks of tho Federal Reserve Western Union Tcleg. 102% 101 . 100% Nov. 29 104% Nov. 8
system were required to pay over to tho Federal Reservo
banks another installment of reserve. This payment in- C Ex-dividend and rights. J Quoted ex-dividend during tho month and prior to
creased tho reserves maintained with tho Federal Reserve thisdate, XEx-dlvidend. *Bidand asked price; no sale.
banks by member banks located in Reserve cities from 5H 5ths The Money Market.— 1n tho money mai'kot thoro was a

to 6-15ths (the amount permanently requirod) and in tho
case of banks located elsewhere than in Central Roservo and
Reserve cities from 4-12ths to 5-12ths (likewise tho amount

stiffening of rates all around, both on timo and on call, under

a heavy reduction in tho money holdings and surplus reserves

permanently required). In other words, the reserves against O0f the Clearing House banks. The callloan rate atono timo
demand deposits of banks outside Central Reserve and Re- touched 6% and timo money at the close was 4% for 60 days
serve cities wero increased from 4% to 5% and of banks in gng 4}4% for 90 days to 6 months. Quotations for timo
Reserve cities from 5% to 0% . The banks in tho Central

money at tho close were 4% for 60 days and 4@ 4)4% for
Reservo cities, namely Now York, Chicago and St. Louis,

. . 90 days to 6 mos. Rates for mercantile paper woro advanced
were obliged to deposit tho 7% out of tho 18% total cash
reserve required at tho inauguration of tho system. It was t© 3M @ 4% for choice double and prime singlo names, and
estim ated that tho installment to bo paid ovor by tho country to4@ 4M % for other names. Surplus reserves of the Clear-
banks and tho banks in tho Reservo cities would aggregate ing House banks declined very rapidly, and by Dec. 2 wore
between $60,000,000 and $68,000,000. down to $41,001,310 from $124,107,040 on Nov. 4. Monoy

Railroad Events and Stock Exchange Matters.— The Stock
Exchange was more or less unsettled during tho month, but
though there were somo sharp downward plunges, there wero

holdings dropped from $474,675,000 to $389,593,000 Dec. 2.

Gold on doposit with tho Federal Reserve Bank of New York

equally striking recoveries, and whilo tho fluctuations were got up to $181,411,000 Nov. 25, but was only $162,059,000

wide and erratic, tho weakness was never such as to causo Dec. 2. Loans, after moving up from $3,357,047,000 Nov.4
uneasiness. Tho election results were a disappointment to to $3,454,823,000 Nov. 11, declined to $3,370,098,000
most people of the financial world, and this led to extensive D¢€¢- 2. Deposits from $3,526,591,000 Nov. 4 got up to
selling, under which tho wholo list declined. The downward $3,618,233,000 Nov. 11 and then dropped to $3,448,463,000

tendency, however, did not enduro, and after a fow days the Dec. 2_< N
market cut loose from this influence and tho industrial stocks Foreign EXChange- Silver, &Cc.— Tho sterling oxchango mar-

ket was a tame affair and, as for so many months past, was
completely under tho domination of tho British Treasury.
Fluctuations wero compassed within an extremely narrow

were again mado to do duty in pyrotechnic performances
w hich carried many of them to tho highest figures of tho
year. The railroad shares wero laggards, under renowed

apprehensions regarding the outcomo of tho controversy limit, and wero, in fact, almost nominal. Gold imports,
concerning the Adamson Eight-Hour Law, which the rail- arrested in the early part of tho month, wero ronowed on a
large scale towards the close. In Continental rates of ox-

roads announced their intention of testing in tho courts, and

against which thoy secured an injunction in one of the many chango tho feature was continued weakness of Gorman

roichmarks and Austrian kronen, both of which mado now

suits brought in the lower courts. The advance in the price

of copper strengthened the copper stocks, which consequently low records. The rango for bankers’ sight bills on London
wero pushed upward, and tho wonderful profits mado by tho was between 4 75j"@4 7650 and 4 756504 75 11-16. Tho
Steel Corporation ropeatedly raised tho shares of the latter 'ate on Paris was also again very steady and evon. Rates
to new high levels. Tho latter part of the month, howover, on Berlin Oct. 28 got down to 67 5-16@67% , with tho close
the movement was distinctly downward. Roports that tho Nov. 29 67 7-160@67K - Russian rubles also tumbled still

further, getting down to 29.40@29.55 Nov. 11, from which,
however, there was a quick recovery to 30.73 @30.85 Nov. 17,
only to bo followed by a renewed decline, with tho close

Entente countries had canceled, or intended canceling some
of their munition contracts in this country inspired fears
that the prosperity of tho industrial companies might now

be short-lived and there wero alsosuggestions attimesofnow Nov. 29 at 29.520 29.65. ltalian lire manifested weakness
com plications between tho United States and Germany on at times, but with a recovery at the close. Gold imports for
account of tho renewed activity of tlio German submarines. tho month (all ports) were $-16,972,903, but as against this,

tho exports reached $26,335,062. Open market discounts at

At the very close of the month tho action of the Federal Re-

serve Board in discouraging investments in foreign securities London stillcontinued at57@55-8% for 60 and 90 day bills,

had a depressing effect. but tho privato rate at Berlin was reported fractionally higher

at 478% . Silver in London showed a renewed upward spurt
Stock Fluctuations. Nov. 1. Nov. 29. Range for Month. and from 32 j~rd. Nov. 1gotup to 35 15-16d. Nov. 30.
Railroads— Prices in doll ars per share. Lowest. Highest. The remaining month of this narrative will be given next week.
Atch Top & Santa-Fc. 107% JI105% >104 Nov. 14 108% Nov. 2
Baltimore & Ohio 87 % 85% 85 Nov. 15 89% Nov. 8
Canadian Pacific. 172% 168% 167% Nov. 27 174% Nov. 8
Chesapeake & Ohio— 69% 67% 66 Nov.14 70 Nov. 8 SECOND INSTALLMENT OF s$5,000,000 ON FIRST
ChicMllw &StPaul.. 95 92% 91% Nov. 15 97 Nov. 8
Erie 38% 37% 35% Nov. 15 39% Nov. 8 $15,000,000 FRENCH EXPORT CREDIT PAID.
Great Northern, pref. 118% 117 116% Nov. 14 120 Nov. 8
Louisville &Nashville- 136%  *133 135 132% Nov. 14 137 Nov. 8 Tho second installment of $5,000,000 on tho first $15,000,-
New york Central-—- 107% 107% 106 Nov. 14 110 Nov. 8
N YN Il &Hartford.. 61 57% 56 Nov. 15 02 Nov. 8 000 creditin favor of French industrial interests, arranged for
Norfolk & W estern... 142% z138% 138% Nov. 14 145 Nov. 4 i . _
Northern Pacific 111% 111 109% Nov. 15 113% Nov. 8 in this country in Decembor 1915 by a syndicate formed
Pennsylvania (par $50) z57% 57 56% Nov. 20 58% Nov. 2 b William P Bonbright& C o Inc. of New York.and Bon-
Heading Co (par 300). 109% 109% 105% Nov. 14 112 Nov. 8 y . 9 o o ’
Southern Pacific 100% 298% 29S% Nov.29 102% Nov. 8 prjglit & Co., their Paris correspondents, was paid on
Southern ltaliway 28% 27% 26 Nov. 14 29% Nov. 8 . .
Union Pacific 150% 148% 146 Nov. 14 153% Nov. 8 Thursday of this week (March 1). The first installment of
Industrials— .
Allls-Chalm Mfg Vt3 . 25% 34% 25% Nov. 1 38 Nov.25 $5,000,000, duo on Feb. 1, was paid on that day.
Preferred v tc 82 90 82 ~Nov. 1 92 Nov. 9 Particulars of the above credit will bo found in our issue of
Amer Agrlc Chem 85% 97 84% Nov. 3 102 Nov. 25
American Beet Sugar. 102% 103% 99% Nov. 13 108% Nov. 22 Nov. 6 1915, page 1514.
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RUSHING INTO DICTATORSHIPS.

From "Tlio Evening Post” of New York, Feb. 23 1917.

Tacitus etched one period of Roman history by describing it as a time
when the people rushed into slavery (mere in servitium). If one could
believe some newspapers and some Governors and some members of Legis-
latures and of Congress, the American people is just now disposed to rush
into dictatorships. It isa method suggested for every question that comes
up. There seems to he a perfect passion for commandeering. Let the
State seize all the food. If anybody is building a ship for a foreign
customer, let the Government take it over. Railroads have had troubles
with cars and fuel and cold weather. Why doesn’t the President seize
all the lines and run them properly? The motto is, do it first and
think about it afterwards. Seize everything at once, and pay for it
later— also, we may add, make a worse mess of it later.

But, men and brethren, there is neither sense nor safety in such short
cuts. We cannot scrap overnight all our established ways of inquiring
into the facts before leaping to conclusions. Wellington said that he
had spent almost all his life in trying to figure out what lay beyond the
hill in front of him. We can’t dispense with that habit of mind. If we
give instant heed to every hysterical gentleman who comes along with
exaggerated fears and with improvised measures to lay them; if we run
after the sensational press which flings out its masses of unverified sta-
tistics and shrieks for inferences which do not follow, we shall speedily
find ourselves rushing down a steep place into the sea.

We referred yesterday to the attempts to throw this country into a panic
about its food supplies. The rashest assertions have been made and the
rashest remedies proposed. One United States Senator wants to go out
and “throttle” those who are conspiring to hold back food from the people.
Does he know that there is any such conspiracy? Has he any evidence
of a really serious food shortage? It is not a great distance from the
Capitol to the offices of the Interstate Commerce Commission; why
didn’t Senator Norris go over or send over to get some faint inkling of
the facts before uttering his cries of alarm about ‘‘food riots?” To-day
we have from the Commission the calm and authoritative statement,
which ought to make the Senatorial and other panic-mongerers ashamed
of themselves;

No actual food or fuel shortage oxlsts anywhere In the country, and tho
high prices should not bo attributed to tho present freight congestion. Re-
ports Indicated that all localities are supplied with adequato stocks of living
necessities for immediate domestic consumptiom, and that transportation
conditions will improve steadily.

Our point is at present, not that this is to be taken as Gospel truth or
as absolutely reassuring, but that the Interstate Commerce Commis-
sion is only one of the many instruments we possess to ascertain the facts.
And we simply must get a fair grasp of the facts before we plunge into a
wild course of action said to he made necessary by them. Here in New
York City we have many official sources of information which are at
least more trustworthy than the allegations of a lady anarchist on a self-
advertising riot-visit to the City Hall, or the stray gleanings of a yellow
reporter set to the job of handling statistics, which he no more under-
stands than ho would a table of logarithms. Wo have the Health De-
partment, the Charities Department, the Markets Department, the po-
lice inspection, and a great many forms of intelligent charity work.
They, too, have been looking into the matter of food and high prices,
and what is tho net result of their inquiries? Not that the liosuekeeping
problem lias not become very serious for many. They find that food
costs much and will, apparently, cost more for a time. But anything
like threatening starvation? No. Conditions of destitution anything
like, so grave, and requiring exceptional measures to meet them, as
three years ago? No. We are, in plain truth, confronting a state of
things in which there are undoubteely evils and dangers, but these evils
and dangers have been immensely exaggerated, and the unsettling thing is
that so many people in official place have shown themselves ready to
accept all these magnified and excited descriptions as if they were sober
fact demanding action of an unprecedented kind.

It may be that these cases of official and general nervous disturbance
are partly duo to upsets caused by the war. We havo soen dictators
set up in Germany and England to do this, that, and the other, so why
not have a few of our own? Well, what we may be compelled to do if
we go to war is one thing; what we ought to do in our present circum-
stances is quite another. We should begin by keeping our heads, and
insisting that our public men keep theirs. We must still maintain that
two and two make four; that, if a dollar is worth less, you can’t get as
much for it; that if the cost of living rises, so must wages and salaries— as
notoriously they have done. But against flying to ills that we know
not of we must be resolute. Till the old tools break in our hands, wo
ought not to throw them away and try to use untried inventions. Above
all, we should confront with an unbelieving heart and a stony face every
impetuous or frightened official who tells us that we should all be per-
fectly happy if we only had a dictator to make us so.

THIRD CANADIAN DOMESTIC WAR LOAN— NO LOAN
TO BE MADE IN NEW YORK AT PRESENT.

Announcement was made by Finance Ministor White of
Canada on Feb. 27, that a third Canadian domestic war loan
would be offered for public subscription on March 12. Whilo
tho formal announcement has not yet boon mado of the de-
tails of the proposed issue, it is anticipated that tho amount
will bo from §100,000,000 to $150,000,000, bearing 5% inter-
est, running for 20 years and free from all Canadian Govern-
ment taxation. Principal and interest will be payable in
gold in Now York and in Canada. It is expected that the
yield to tho investor will bo about 5% %. Tho two previous
domestic war loans ($100,000,000 in November 1915 and
$100,000,000 in September 1910) were both heavily over-
subscribed.

The particulars of tho 1915 loan wore published in our
issues of Nov. 27 1915 (page 1825) and Dec. 11 1915 (pago
1994), and of the 1910 loan in our issue of Sept. 1G 1910
(pago 981.)

Mr. White said he has no New York issuo in view at tho
presont time, and expects that tho proceeds of tho domestic
loan will carry tho Canadian Government until next summer.
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ARGENTINE GOVERNMENT REDEEMS ONE-YEAR
NOTES— ARRANGES NEW LOAN TO
PROVIDE FUNDS.

The Argentine Government on March 1 paid off the ma-
turing $5,000,000 1-year discount notes placed in this
country a year ago by a syndicate headed by the Guaranty
Trust Co., and to which we referred in our issue of March 11
1910, page 994. To provide for tho payment of these notes,
the Government arranged for a new loan of the same amount
with a group, comprising tho Guaranty Trust Co., J. P.
Morgan & Co., tho National City Co., Kuhn, Loeb & Co.,
Lee, lligginson & Co. and Harris, Forbes & Co. It issaid
that the new notes, which will mature Oct. 1 next, will not be
offered to the public, but will be sold to investors over the
counter. The rate paid by the Argentine Government for
the loan was not disclosed, but the bankers say that it was

surprisingly low.”

Similar arrangements, it is said, are expected to be made to
provide funds for the payment of the remaining $10,000,000
of the 1-year loan, placed last year, which matures in equal
amounts on April 1 and May 1 of this year.

BRITISH REGULATIONS REGARDING DEALINGS
IN FOREIGN AND COLONIAL SECURITIES.

The regulations issued on Jan. 30 by the British Treasury
governing the sale abroad of foreign, colonial and Indian
securities (mention of which was made in our issue of Feb.
10) are given below. With regard to these regulations,
which represent a modification of regulations issued on Jan.
24, the London “Economist” of Feb. 3 said:

We referred last week to regulations issued by tho Treasury on Jan. 24th
with regard to certain foreign and colonial securities. The gist of the
announcement was that the Treasury intends to put Into effect its power,
under the Defense of the Realm Act, to take possession of or require
delivery of certain securities. The regulations included the following
clause:—

7d— (1) A person shall not, without tho consent of the Treasury,
removo from the United Kingdom or be directly or indirectly concerned
in removing from the United Kingdom any securities to which the Treasury
have power to apply or have applied regulation 7c, or disposo of any such
securities to any person except to a person ordinarily resident in the United
Kingdom.

Tho effect of this clause was modified by a Treasury announcement made
on Tuesday, giving permission for the salo abroad and the shipment abroad
of foreign, colonial; and India securities not already listed in any Treasury
ordcr, provided they havo been in physical possession in the United King-
dom since the outbreak of war. Further limitation announced at the
same time were that American, Canadian and Newfoundland securities
may be sold only in thoso countries, and that tho proceeds of salo must in
any case be remitted to this country, and “re-invested” here. This last
provision was further revised by another Treasury notice issued on Thurs-
day, which substitutes the word “retained” for the word “re-invested.”
This latest announcement also limits and modifies that of Tuesday in the
following manner:—

(2) Paragraph 6 should read:—

"The permission given by this announcement for the removal of securities
from tho United Kingdom applies only to securities tho sale of which has
been already arranged at the time of removal. No such removal for the
purpose of prospective sale, or for any other purpose, is permissible without

the special sanction of the Treasury, for which application must be made
to the American Dollar Securities Committee.”

Below are the regulations of Jan. 30, except that section
0 is shown as modified on Feb. 1:

The Lords Commissioners of His Majesty’s Treasury announce that they
have given general permission under the provisions of tho Defense of the
Realm Securities Regulations of Jan. 24th 1917, for tho sale abroad until
further notice of any foreign, colonial, and Indian securities to which the
regulations relate, and the shipment abroad of tho securities in completion
of any such sales, subject to the following limitations and conditions:—

(1) Such permission shall apply only to securities which have not at the
time of salo been included in any order issued by the Treasury under the
regulations.

(2) Any foreign, colonial and Indian securities which have remained
since tho 30th September 1914, in physical possession in the United King-
dom and have not since the outbreak of war been in enemy ownership,
may be sold in tho United States of America, the Dominion of Canada, or
tho Colony of Newfoundland, provided that:—

(a) Tho proceeds of any such sales are remitted to this country forthwith,
and invested here.

(b) All communications in respect to any such sales arc carried out by
cable only and not by mail.

[Written communications must bo confined to confirmation of cables
already sent.|

(c) Every telegram or cablo which relates to any such sales bears a
certificate, signed by the sender in the following form:—

Form of Certificate.

I (or wo) hereby certify that the securities referred to in this telegram
(or cable) have remained since the 30th September 1914, in physical posses-
sion in the United Kingdom, have not since the outbreak of war been in
enemy ownership and have not been included in any order issued by the
Treasury making them subject to tho Defense of the Realm Regulations
of January 24th 1917, and | (or we) undertake that in tho event of these
negotiations resulting in the sale of any of these securities, such securities
will bo handed without delay to an approved bank or exchange house for
transmission abroad, and that tho proceeds of the salo will be invested
in this country.

Signed
Address

(d) When any sale has been thus arranged, the completion of the sale
and tho shipment of the securities to tho country in which they have been
sold, must bo effected in the following manner only:—
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A dollar draft must bo drawn on a New York, Canadian or Newfound-
land house and negotiated In tho United Kingdom with an approved
exchango agent to whom the securities must be delivered, together with a
certificate signed by the person negotiating the sale, to tho effect that tho
draft represents approximately tho full sale price of tho securities delivered.

(A limited number of banks and exchango houses will be approved by
thoTroasury for tho purposo of carrying out theso transactions, which can
only be effected through such approved banks or oxchango houses.)

(3) United States of America, Canadian and Newfoundland securities
must not bo sold in any other foreign country or British possession.

(4) Foreign, colonial and Indian securities (other than United States of
America, Canadian and Newfoundland securities) which havo remained
since the 30th September 1914, in physical possession in tho United King-
dom, and havo not sinco the outbreak of war been in enomy ownership,
may also bo sold in any of such foreign countries or British possessions,
provided that:—

(a) Tho proceeds of any such salo are remitted to this country forthwith,
and invested here.

(6) All communications in respect to any such sales aro carried out by
telegram or cable only and not by mail.

Written communications must be confined to confirmation of cables
already sont.

(c) Every telegram or cablo which relates to any such sales boars a
certificate, signed by tho sender, in tho following form:—

Form of Certificate.

I (or wo) hereby certify that the securities referred to in this telegram (or
cablo) havo remained since the 30th September 1914 in physical possession in
tho United Kingdom, havo not sinco tho outbreak of war been in enemy
ownership, and havo not been included in any order issued by tho Troasury
making them subject to tho Defenso of tho Roalm Regulations of January
24th 1917, and | (or we) undertake that, in the ovont of these negotiations

resulting in tho salo of any of such securities, tho proceeds of such salo
will bo romitted to this country forthwith, and invested here.

Signed

Address

(d) When any salo has been arranged tho securities may bo forwarded to
the country in which they havo been sold, provided that a certificate in
the form set out below is affixed to tho outside of the parcel and signed by
tho person who has effected tho sale:—

Form of Certificate.

I (or wo) hereby cortify that tho undermentioned securities which have
remained in physical possession in tho United Kingdom sinco tho 30th
September 1914, havo not since tho outbreak of war been in enemy owner-
ship and have not been included in any order issued by tho Treasury making
them subject to tho Defenso of the Roalm Regulations of January 24th
1917, aro being forwarded to (hero stato tho destination of tho securities)
where they havo been sold, and I (or wo) undertake that the proceeds of
such salo will bo romitted to this country forthwith, and invested hero.

(Hero sot out tho securities.)

Address

(5) Foreign, colonial and Indian securities held In physical possession
abroad, on behalf of a British subject, and which havo not sinco tho out-
break of war been in enemy ownership, may bo sold only by special per-
mission of tho Troasury for which application must bo made to tho American
Dollar Securities Committee, 19 Old Jewry, E. C., who will either purchase
such securities on behalf of the Treasury, or will give the necessary authori-
ties and instructions as to tho methods to bo adopted for their salo.

(6) Tho permission given by this announcement for tho removal of
securities from tho United Kingdom applies only to securities, tho salo of
which has been already arranged at tho time of removal. No such romoval
for tho purposo of prospective salo or for any other purposo is permissible
without special sanction of tho Treasury, for which application must bo
made to tho American Dollar Securities Committee.

(7) All existing regulatioas in regard to dealing with securities which havo
not been continuously in physical possession in tho United Kingdom, or
which havo been in enemy ownership, or in which any enemy interest is
concerned, will continue to apply in full forco to all dealings under this
permission.

Note.— In tho caso of an agent signing tho certificate the forms of which
aro sot out In this announcement, he must receive a written assuranco from
tho actual seller, that tho proceeds of tho salo will bo invested hero.

Tho following announcement was issued on 1st February:—

Tho Lords Commissioners of Ills Majesty’s Troasury announco that tho
following modifications will be made in the arrangements notified on 30th
January in regard to the sale and romoval abroad of foreign securities to
which the Defenso of the Realm (securities) Regulations aro applicable:—

(1) Telegrams and cables, with tho certificates required by tho notico,
must be handed in at tho Chief Post Offico, the Contral Telegraph Office,
tho Branch Offico in Threadneedlo Street, E. C., or tho Hoad Post Offices
of towns in which there is an Associated Stock Exchango, otherwise they
cannot be transmitted.

(2) Paragraph 6 should read.—

“The permission given by this announcement for the removal of securities
from tho United Kingdom applies only to securities, tho salo of which has
been already arranged at tho time of removal. No such removal for the
purposo of prospective salo, or for any other purposo, is pormissiblo without
tho special sanction of tho Troasury, for which application must bo made
to tho American Dollar Securities Committee.”

(3) Sales will bo permitted subject to tho other conditions being fulfilled,
notwithstanding that the proceeds aro not ro-iuvested in tho United King-
dom, provided that tho proceeds of such sales aro bona fitle required for
use in tho United Kingdom for other purposes and will not bo transmitted
abroad, and in such cases tho form of certificate may be varied by substitut-
ing the words “retained here" for "Invested hero” at tho end.

(4) Whero a telegram or cablo Is subsequently confirmed by letter, a
duplicate of tho certificate attached to tho telegram or cable must be

—enclosed in tho letter.

(5) In view of tho postal regulations of foreign countries, certificates
must not be pasted upon parcels, but they must either bo attached under
soparato cover or inclosed in tho parcel, which will in all cases bo opened
by tho Censor.

(6) Drawn securities or maturing securities may bo collected abroad
i n tho following manner:

They must, if payablo in tho United States of America, tho Dominion
of Canada, or tho Colony of Newfoundland, bo negotiated through an
approved bank or oxchango house. In tho case of paymont in other foreign
countries they may bo transmitted to tho country whero they aro payablo,
but must bo accompanied by a certificate in similar form to that required
in tho caso of securities transmitted abroad on completion of a salo.

(7) Coupons of securities (not at tho time of transmission subject to any
Treasury order under the regulations) may continue to bo sont abroad for
collection as they become duo as heretofore without any special certificate
under tho notice.
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GOVERNMENT SUBSCRIPTIONS TO FARM LOAN

BANKS.

Subscriptions on bohalf of tho Government to $8,879,905
of the $9,000,000 capital of the Federal Land Banks was
announced by Secretary of the Treasury McAdoo on tho
1st inst. The public subscriptions to the stock of tho banks
totaled but $120,095. In his announcement in which ho
stated that tho result of the public offering was neither a

surpriso nor a disappointment, Secretary McAdoo said:

In accordance with tho terms of tho Act, subscription books were opened
to tho public and notice given by advertisement in tho dally nowspapers
and posting on the bulletin board of tho Federal building in each of the
twelve cities. No special effort, howover, was made to secure subscrip-
tions, tho taking of tho full amount of stock being.assured by tho Govern-
ment underwriting. The fact that tho banks were unlikely to pay any
dividends on this stock during tho first year and that it will ultimately be
retired at par naturally made it unattractlvo to investors. As far as tho
interest of tho banks is concerned, it is to their advantage that tho stock
should be held by the Government, as individual stockholders aro entitled
to participate in dividends, while tho Government Is excluded by tho terms
of tho Act from tho recolpt of dividends on Its stock. Tho small public
subscriptions aro, therefore, neither a surpriso nor a disappointment.

Tho paragraph in a local newspaper yesterday stating that tho Board
had failed in an effort to float $9,000,000 farm loan bonds and had been
forced to appeal to New York bankers to put tho system In operation Is a
palpablo absurdity. Tho $9,000,000 capital stock to which this paragraph
presumably had reference has all been subscribed and tho marketing of
bonds is a matter which will not come up for a month or two. Tho thous-
ands of Inquiries that havo been received for these bonds and tho fact that
legislation Is now ponding which will mako them legal Investments for trust
funds and the funds of savings banks and insurance companies In most of
tho States whero they aro not already legal Investments for such funds
under existing law, assuro a ready market for farm loan bonds at a satisfac-
tory Interest rate.

In no district outside of tho Eighth (Omaha) did tho sub-
scriptions oxceed 2% of tho authorized capital of $750,000 for
each bank. Tho Government's sharo of tho capital of each

district is as follows:

No. 1— Springfield, M ass..$739,725|No. 7— St. Paul, Minn...$744,610
No. 2— Baltimore, Md____ 740,2201No. 8— Omaha, Neb 708,265
No. 3— Columbia, S. C___ 749,5901 No. 9— Wichita, Kan___ 743,665
No. 4— Louisville, ICy........ 742,265|No. 10— Houston, Tex___ 735,285
No. 5— New Orleans, La___ 745,430 No. 11— Berkeley, Cal___ 743,890
No. 6— St. Louis, Mo 742,075 No. 12— Spokane, W ash... 744,855
1916 EARNINGS OF NATIONAL BANKS LARGEST

IN HISTORY.

According to the preliminary figures just compiled by the
Comptroller of the Curroncy, the national banks of the
United States in the calondar year 1916 showed tho largest
earnings, both gross and not, reported in any year sinco the
organization of the National Banking system half a century
ago. A statement issued by tho Comptroller on Feb. 21
further says:

Their gross earnings aggregated 600 million dollars, as compared with
528 million dollars for tho fiscal year ending June 30 1915, an increase of
13.6%, while the net earnings for tho calondar year ending Dec. 31 1916
amounted to 170 million dollars, an increase of 43 million, or 34% over the
earnings for tho fiscal year ending June 30 1915. Tho gross earnings for
tho hist six months of 1916 wero at tho rate of 628 million dollars a year,
while tho not earnings for tho same six months wero at tho rate of 185
million dollars per annum, or 29.5% of gross earnings. During these last
six months the national banks of tho country havo earned at tho rato of
over 17% per annum on their entire capital stock, and over 10% per annum
on their combined capital and surplus.

These highly favorable results have been coincident with a radical re-
duction in the rates of interest charged borrowers in all parts of tho coun-
try. In tho larger cities as well as In tho rural districts.

Tho Comptroller’s office has received gratifying admissions from banks
In different localities that the abolition of excessive Interest rates heretofore
charged by many banks is redounding to tho bonefit not only of the cus-
tomers of the banks, but of tho banks themselves, which aro now doing a
larger and more profitable business than at any time in the past.

BANK OF FRANCE PARIS AGENT OF NEW YORK
s FEDERAL RESERVE BANK.

Announcement was mado by the Federal Reservo Board on
Feb. 28 of its approval of tho application of the Federal Re-
serve Bank of New York for permission to name tho Bank of
France as its agent in Paris. In Decombor the appointment
of the Bank of England as a foreign correspondent and agont
of the New York Foderal Resorvo Bank was made known,
and on Feb. 13 the appointment of tho Philippine National
Bank in Manila to bo correspondent in the Philippines of tho
Sgn Francisco Federal Reserve Bank was announced. In its
announcement this week concerning its latest action tho
Board said: .

Pursuant to the policy already made known In connection with tho Bank
of England on Dec. 26 1916, at which time it was stated that tho Board
had under consideration tho advisability of authorizing Federal Reserve
banks to establish correspondents or agoncies in Europe, tho Federal Re-
serve Board has announced that it has passed a resolution approving tho
application of tho Federal Resorvo Bank of Now York for authority to es-
tablish an agency with tho Bank of France of Paris, Franco.

This action is taken under tho provisions of Section 14, paragraph (E). of
tho Federal Reservo Act, which authorizes any Fodoral Reserve bank, with
the consent of tho Federal Reservo Board, to "open and maintain banking
accounts in foreign countries, appoint correspondents and establish agoncies
In such countries wheresoover it may deem best for tho purposo of purchas-

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Mar. 3 1917]

ing, selling and collecting bills of exchango and to buy and sell, with ot
without Its endorsement, through such correspondents or agencies, bills of
exchango arising out of actual commercial transactions and to open and
maintain banking accounts for such foreign correspondents or agencies.”

Other Federal Reserve banks may participate in tho agency relationship
with tho Bank of Franco, when established, upon tho samo terms and con-
ditions that will govern tho Federal Reserve Bank of New York, if they so
desire.

TRANSIT OPERATIONS OF RICHMOND RESERVE
BANK.
Tho Federal Reserve Bank of Richmond in a report of its
transit department for tho period from Jan. 15 to Feb. 15,
shows tho following totals:

No .Itnms. Amount
Local Federal Rcservo city Clearing House totals Jan.
16-Fob. 15. 25,461 $54,069,400
Averago daily. 979 $2,079,592
Avorago amount per item 2,123
Servico charge Free
Within tho district outside tho Federal Rcservo city
totals Jan. 16-Feb. 15 341,929 $87,156,700
Averago daily. 13,151 $3,366,027
Averago amount per item 256
Servico charge at 1Me. equal cost per $1,000 4 88-100 cts.
Items sent to other Federal Reserve banks totals Jan.
16-Feb. 15...iiiiices e 42,341  $56,363,200
Averago daily 1,625  $2,171,661
Averago amount per item 1,331
Service charge at 1Me. equal cost per $1,000 94-100 cts
Totals Jan. 10-Fcb. 15 $197,949,300
Average daily...... $7,613,435
Averago amount per item 483
Servico charge at 1Me. equal cost per $1,000............. 2 58-100 cts.
PHILADELPHIA BANKERS DISCUSS HIGH INTEREST

RATES AND RESERVE CLEARING PLAN.

In declaring his disapproval of tho practico of paying
excessive rates of interest on deposits, H. N. Nissly, Cashier
of tho Union National Mount Joy Bank of Mount Joy, Pa.,
pointed out tho gravo danger of banks becoming money
borrowers, instead of pure money lenders. Mr. Nissly’s
remarks wero mado before Group 5 of tho Pennsylvania
Bankers’ Association in session at Philadelphia on Feb. 22
Tho Philadelphia “Rocord” quotes him as follows:

The subject of interest on deposits is not open to serious differences of
opinion among bankers. All feel that an adjustment is desirablo, and
many feel that it is imperative. Tho question is viewed generally from
tho location of tho person who discusses it. Somo sections can pay 4%
as easily as somo sections pay 3% . | am firmly of tho impression thatin a
number of instances tho present rate of interest paid on deposits Is excessive-
that it is difficult for many banks to make tho profit on their funds to which
they aro entitled, particularly under unusual conditions.

Tho organization of Federal Reservo banks and largo importations of
gold have brought about a cliango in tho rato on loans and investments in
all localities. Wo may nover see money rates as they wero, at 6%, pre-
vailing. The Department at Washington is to blame for a good part of tho
high Interest rates. It would grant a charter to organize a bank in a section
which could not givo tho patronage to build a strong institution. Tho bank
would advertise 4%, oven 5%, on time deposits, and tho neighboring
institutions would follow for sako of holding their funds. All now would
bo glad to get back to tho former rates.

If 3 or 3M % were paid, tho bank would invest in high grado paper or
bonds. 1 certainly advocate tho adjustment of tho situation in such
a way as will enable tho banks to do a safo, sane and profitable business
which, at tho samo time, will bo absolutely fair to the depositor. Is it not
possiblo that instead of being puro money lenders, as banks should bo,
tliero Is gravo danger that many of our number aro becoming money
borrowers?

Tlio clearing plan of tho Federal Reserve system came in for
criticism at tho hands of A. S. llarkness, Cashier of tho
Quarryvillo National Bank of Quarryvillo, Pa. lie is
croditod by the “Record” as stating that it is unnecessary
to tell tho bankers how improper it is for “tho Federal Reserve
banks to onter our legitimate field and onforco the redemption
of chocks at par.” He further said:

Personally, 1do not regard tho Federal Reservo Act to bo a thing sacred
nor do | think it need bo spoken of in whispers. 1 reserve tho right to
take issue on overy point that is oppressive, belioving that no system can
permanently succeed or oven endure that does not command tho highest
respect ot ovorjr bank within its jurisdiction and to accomplish this there
must bo no conflict of interests. Co-operation must exist all along tho lino.

I am oppose, o tho whole clearing plan, not because it is a matter of a
sma 1lloss in exchange, but because it duplicates work that must always bo
trnrnv MMfYhnThv ladeP°nduntly and because it is being enforced arbi-
trarily. If the city banks wouldy withhold all checks from tho Federal
Reserve Bank there would bo no discussion of tho matter, as there would
>nos<sucs o, car. do what tho law requires and no more, for wo aro
the victims of excessive legislation I, both State and nation. Wo are
harrassed with reports, statements and tax bills

°n tho other hand Grier llirsch, President of tho York
National Bank of York, Pa., is reported by tho Philadelphia

Press as having taken a rather strong stand in favor of tho
Fedoral Rosorvo systom. lie urged that tho country banks
should tako advantage of tho check collection system of tho
Resorvo banks and, moreover, that thoy should concentrate
thoir gold holdings in tho Reserve banks whoro thoy can do
tho greatest good and most effective work in strengthening
tho banking fabric of tho country taken as a wholo. Tho
“Press” adds:

Ono interesting point ho brought out was that tho cost of check redemp-
tion or payment should bo paid by tho Issuer or drawer. In support of this
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ho pointed out that tho national banks have to pay the cost of redemption
of national bank notes, that tho Federal Reserve banks have to pay the
cost of redemption of reservo notes and that the United States Government
has to pay the cost of redemption of United States notes or “greenbacks.”

As a check is issued by an individual in lieu of money he argued that the
person drawing the check should pay any cost incurred in its redemption or
collection and not the person to whom tho check is issued or given.

On the question of interest on deposits, while the matter
was the subject of discussion, no definite action concerning

tho subject was taken at the meeting. The “Press” says:

The contention of the bankers is that interest on deposits is too high and
that consequently tho banks have difficulty in earning the profit to which
they are entitled. Competition between banks for business causes tho
high interest rates offered, and ono banker said that he believed the remedy
lies in legislation, whether State or Federal, regulating tho rato of interest
to bo paid on deposits.

Where attempts have been mado to reduce the amount of interest, in the
Delaware Peninsula, for instance, where it was proposed to reduce the
interest rate from 4 to 3% per annum, some banks at the last minute
refused to co-operate and the plan as proposed fell through.

MONTHLY REPORT OF BUSINESS CONDITIONS IN

N. Y. RESERVE DISTRICT.

Pierre Jay, in his statement concerning business con-
ditions in the New York Federal Reserve District, prepared
for the March number of the Federal Reserve Bulletin,
finds that “business in general manifested but little dis-
quiet over the recent serious change in American foreign
relations. More conservative tendencies,” he says, “and
caution in making long commitments had been apparent
for some time, and thus commerce and industry were in a
measure prepared for the unexpected developments.” The
greatest handicap to domestic and foreign trade Mr. Jay

states is the transportation problem. He adds:

For over a year the railroads have been unable to handle promptly the
enormous movement of merchandise. The situation has been made more
serious during tho last few weeks by extremely cold weather and postponed
sailings of ships. Railway lines and terminals aro crowded with unloaded
cars, mills and factories cannot get prompt deliveries of fuel and raw ma-
terials.

Notwithstanding all the drawbacks and tho more restrained, waiting
attitude of business in general, reports indicate a large volume of spring
trade, saisfactory payments and continued activity in tho production and
salo of goods.

Mr. Jay also refers to the uneasiness among the foreign
element which caused withdrawals of small deposits in
isolated instances, particularly in the larger cities, but
which lasted only a few days. To meet the increasing de-
mands for currency the New York Federal Reserve Bank
issued Federal Reserve notes for $32,500,000, from Feb.
1 to 19 inclusive, against $9,800,000, paid out during the

preceding month and $6,250,500 in February a year ago.

E. C. McDOUGAL'S FURTHER PROTEST AGAINST RE-
SERVE BANK'S PROPOSAL FOR COLLECTION
OF STATE BANK CHECKS AT PAR.

Supplementing what he had to say earlier in the month
on tho proposal of the Federal Reserve Bank of New York to
collect checks upon State banks at par, E. C. McDougal,
President of the Bank of Buffalo, and President of the Asso-
ciation of the State Banks of tho State of New York, made
somo further observations on the subject in an address de-
livered last Saturday (Feb. 24) before Group I11. of the New
York State Bankers' Association at Elmira. Mr. Mc-
Dougal’'s remarks were presented under the title, “State
Banks and the Federal Reserve System.” We give the

following extracts therefrom:

In tho State of New York wo are fortunate in having a most excellent
State system of banking. Practically the only thing of importance in the
system that can be said to be in politics is the appointment of tho Superin-
tendent of Banks. Although the citizens of this State should blush to say
it, it is a fact that a Republican Governor who should appoint a Democrat
to this offico would be considered unfaithful to his party. Fortunately,
this is about as far as politics goes in largo matters in our State system.
In all my experience— and | am speaking only of what has come under my
personal notice in connection with tho relations between various Superin-
tendents and the banks under their control— it would have been impossible
for mo to tell from the attitude of any one of them, in tho discharge of his
duty, whether ho was a Democrat or a Republican. So far as my observa-
tion goes, State banks have been treated on their merits.

Tho State Banking Department has been very strict. No good banker
should complain of that, especially if, in its enforcement of tho law and
of tho principles of sound banking, all State banks are treated alike, and
provided that, in tho future as in tho past, the Superintendent shall recog-
nlzo that there is a sharp line of demarcation between the supervisory and
corrective functions of tho State Department and tho administrative
functions of tho officers and board of directors of a bank. We do not be-
lieve that the public wants any State department to run our banks. Any
such attempt would be the first step towards getting our State banking
system Into politics.

Tho present Superintendent of Banks and tho State banks and trust
companies are working in harmony. The Superintendent has a broader
view than that of any individual banker. Each individual banker knows
tho local conditions in his part of the State better than the Superintendent
possibly can know the local conditions in all parts of the State. At present
there Is a council of nine, composed of three officers from State banks of
discount, three officers from trust companies and three officers from sav-
ings banks. This council is for the express purpose of consulting from time
to time with tho Superintendent of Banks and of cooperating with him for
tho betterment of tho State Banking System.
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There is much closer touch between State banks and our State Banking
Department than there possibly could be between national banks and the
Comptroller of the Currency. The national system is too large. A State
banker came to me the other day not quite satisfied with a letter from our
State Banking Department. | advised him not to write a reply but to
make an appointment with tho Superintendent and go to New York or
Albany to see him. Any State banker can get access to tho Superintendent
of Banks. That is a most valuable privilege. It is not so easy to get
access to the Comptroller of the Currency at Washington. In fact, | was
informed by a banker that, some months ago, a committee of the board
of directors of a bank hundreds of miles from Washington traveled thoro to
see the Comptroller of tho Currency, waited two or three days, were unable
to see him, and went back home very much dissatisfied.

It may not bo fair that national banks should carry tho burden of the
Federal Reserve system and State banks get tho benefit, but do not forgot
that State banks are not to blame. National banks were forced into the Fed-
eral Reserve system. Thoy naturally feel that they aro bearing a burden,
part of the benefits of which indirectly aro received by State banks. Many
national banks may feel that this is unjust, that they would very much
like to see State banks forced into tho system. It might be well to reflect
as to whether that really would be for tho benefit of national banks. Dis-
satisfied as so many of them now are with the Federal Rescrvo system,
would not its requirements be still more arbitrary and irksome after all
our State banking systems had been absorbed?

National banks and State banks have common interests. Are not wo
State banks fighting this battle not only for ourselves but for national
banks, which dare not fight in tho open? If State banks were mombers,
they also would bo helpless. There would be no body of bankers left to
fight for tho common cause.

In theory, tho stockholders of each Federal Rescrvo bank elect two-
thirds of the directors of that bank, but tho Federal Reserve Board can re-
move any director without doing more than simply sending him word to
the effect that he is removed "for the good of tho service.” All such di-
rectors work with collars around their necks, with chains attached, the
other ends of the chains being in the hands of the Federal Reserve Board.
So far this has not worked any marked disadvantage, but suppose this
country were plunged into war and tho directors of any Federal Reserve
bank, in tho exercise of their business judgment, refused to do something
that the Government of tho United States required, what would happen?

Hero is tho situation to-day. Tho Federal Reserve system has a Federal
Advisory Council. The Federal Reserve Board is composed mostly of
amateurs who pay very little attention to the advico of tho Federal Ad-
visory Council, composed of some of tho best bankers of this country.
Thero is proposed legislation now boforo Congress. The Federal Reservo
Board recommends certain legislation. Tho Federal Advisory Council
differs with the Fedoral Rescrvo Board. The committees in tho Senate
and in tho llouso of Representatives differ with both, thinking that thoy
know better than either. A banker told me that somo time ago, at a con-
ference of bankers in Now York City, Senator Owen practically told them
that he knew better than they did what was good for the banking business.
Thero was general laughter, but that apparently did not weaken tho Sena-
tor’s confidence in his own views.

Somo years ago, in New York City. | attended tho annual dinner of
Group VI1Il.oftho New York State Bankers' Association. After tho din-
ner three foreign bankers—one from Berlin, one from Paris and ono from
Liverpool, Eng.— explained tho banking systems of tho different countries.
When tho Englishman aroso, ho said: “An English bank can lend to whom-
soever it pleases, in any amounts it pleases, on any kind of security it ploases
or without security if it pleases. It can carry any reservo it pleases, in any
kind of money it pleases, or no reserve if it pleases.” Subject to a few
broad laws, English banking is absolutely free to adjust itself to business
requirements. Still, no English bank, no matter how powerful, dare, in
the face of public opinion, conduct its business unsoundly. This freedom
in banking, this ability instantly to adjust banking facilitates to changing
business needs, is what has made London tho banking centre of tho world.
You cannot put tho banking business of this country in a straight-jacket
and oxpect it to servo tho public well. Legislators and public officials are
too apt to forget that commercial banks aro simply instruments for tho
facilitation of business. Tho more restrictions which are put upon banks,
the less able aro thoy to give to the public that service which is necessary
to tho fullest development of trade and commerce.

Remember that a bank’s main business is dealing in credit. It Is not
so much lack of cash as lack of credit facilities that hampers business men
in times of panic. They use very littlo cash in their business except for
payrolls. Over 90% of tho businoss of this country is transacted by credit
instruments which wo call “bank checks.” Credit is tho most sensitive,
the most timid commodity dealt in. It is subject to the influence of overy
sentiment of apprehension. Unwiso expansion ofcreditbrings inflation.
Unwise contraction of credit brings disaster. Tho control of this delicate
machinery should not bo in tho hands of amateurs.

The situation on Aug. 1 1914, when tho European war broko, was tho
most serious situation from a financial standpoint which over has faced
the banks of this country. The Federal Reservo Bank was not yet in
operation. Notwithstanding that, the credit facilities of our old banking
system wero more than amplo. Thero was plenty of credit for legitimate
business needs. Tho only lack was tho lack of currency. That soon was
furnished through the currency associations with very littlo oxpenso. As
soon as the emergency was over, the emergency currency was retired, the
currency associations dissolved and tho entire incident closed.

Tho Federal Reservo Board has requested power to change, from time
to time, tho percentage of reservo required. If tho Federal Reservo Board
were composed of seven of tho best bankers in the United States of America,
they would not havo wisdom enough to exercise this power. The proper
way to control reserves is through the rate of discount. This is largely
experimental. For instance, a certain rate is fixed. No board can tell
whether or not that is tho correct rato. In another week tho rate again
may be changed. Tho second rato may not prove to bo tho correct rato.
Tho experiment is continued until tho desired results aro accomplished.
If the results aro accomplished, tho final rato must bo correct. By the
following week,'a further chango in tho situation may require a still dif-
ferent rate.

It is urged that tho Federal Reserve Bank of New York has a perfect
right to present checks on any bank, at tho counter of that bank, and to
demand payment in cash at par. That is perfectly true. Had tho Fed-
eral Reservo Bank no other purpose than to procure cash, thero could bo no
valid criticism of its action. The trouble is that such is not its real pur-
pose. That purpose clearly is to force banks uopn which checks aro drawn
to remit New York exchange at par. At aconference of country bankers in
Rochester, an Assistant Cashier of the Federal Reservo Bank of New York
stated that the furnishing of New York exchange, and tho transfer of funds
from one city to another, wero services for which no bank had any right to
make a charge. Any man with ordinary common sense knows that this is
nonsense. Such service costs money. It presupposes the procuring and tho
maintaining of banking connections and the keeping of balances in other
cities. It presupposes clerk hire, stationery and rent.
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such facilities at par does so at a loss. A bank has a porfoct right to make
a charge covering cost, plus a fair profit. w

When the Federal Reserve Bank of New York takes tho position that this
service must bo furnished not only for nothing but at an actual loss, it
takes an untenable and an unjust position. It is perfectly true that, in
tho past, some country banks havo charged exorbitant rates. It may be
true that, to-day, some of them are charging exorbitant rates. The Fed-
eral Reservo Bank is perfectly justified in collecting checks upon such
banks in any way it chooses. When country banks aro willing to remit
small amounts at one-tenth of 1%, and moderate sized amounts at one-
twentieth of 1%, such banks are asking no more than fair compensation
for their services. To attempt to coerce such banks is unjust. The state-
ment that they aro not entitled to charge for such services is untrue. To
use tho technical argument that they should not object to redeeming at
par, over their own counter, checks drawn upon them, when those checks
are presented, not simply to get cash, but to coerco them, is Insincere.

It has been stated that tho Federal Reservo Board intends to make every
bank check worth par in every part of the United States. The Board
might just as easily decree that two and two shall make five. A check
upon San Francisco is worth par to a man in San Francisco. To a man
in Denver, it is worth a littlo less than par. To a man in St. Louis, a little
less than that. To a man in New York or Boston, a littlo loss than that.
The samo is truo of a check on Minneapolis on tho hands of a man in Min-
neapolis as compared with the samo check in tho hands of a man in St.
Louis or in tho hands of a man in New Orleans. Genutno country-wide
parity for local checks is a theoretical dream. Unnatural, enforced parity,
under unjust laws, might bo possible, just as it might bo possiblo to pass a
law that a shipper of oranges in California should receive for a box of oranges,
which he has shipped to Maine, and upon which ho has paid freight, the
samo prico that ho would receive for the samo box of oranges in California.

Superficially considered, it may seem that this question of collection
charges, while important as a matter of justieo to our entire State banking
community, is important as a matter of selfish interest to country bankers
Qnly. Considered from tho point of their selfish interests, and looking no

urther than their noses, Buffalo banks undoubtedly are indifferent to the
faction of the Federal Reserve Bank of New York in its endeavor to coerce
State banks. Tho probability is that banks in Rochester, Syracuse, Al-
bany and other clearing house cities, arc similarly indifferent. Neverthe-
less, all State institutions, not even excepting those of Now York City,
should realize that self-preservation requires united opposition to the
Fedoral Reserve Bank or to any other power which endeavors unjustly to’
coerco oven asmall part of our State banking institutions.

Tho solidarity of the banking system of Now York is at stake. Should
our strong Stato banking system fall, how can any other State system
hope to stand. It must be perfectly plain to anyono who is not willfully
blind that it is the intention of tho Federal Reserve Board to force into tho
Federal Reserve system all State institutions. Tho Federal Reserve Board
says that such institutions will be received into tho system on very favor-
able terms, and that they will bo allowed to remain, oach under the super-
vision of its own Stato banking department. Probably such an arrange-
ment could not long continue. Thero would bo conflict of authority and
discord between tho authorities of tho United States and tho authorities
of the Stato of Now York. While no man can prophesy oxaetly what
would happen, the probability is that tho powers of tho Fedoral Reserve
Board gradually would encroach upon tho powers of tho Stato Banking
Department, until the powers of the latter wore practically extinguished,
while the State banks members of tho Federal Reservo association looked
helplessly on. This is the main danger, compared with which tho question
of collection charges sinks into insignificance. To anticipate and to pre-
vent this danger, State banks of discount and trust companies should join
in a State clearing house association, with powers to do everything for a
member that tho Federal Reserve system can do, except tho power to
issue currency. To meet that lack, tho executive committee of tho asso-
ciation should bo authorized to procure currency for any member in case
of need, paying a premium for it if necossary.

Years of experience covering several panics havo proven tho clearing
house association to bo tho quickest, tho loast expensive and tho best
method of meeting unforeseen emergencies. With such an association,
membership in which would bo much loss expensive than membership in
the Federal Rescrvo association, our Stato system would bo entirely
independent of tho national system.

Such independence is desired not for attack upon tho national system,
but for mutual protection of members in times of financial stress, and
for defense against such attacks on tho part of tho Federal Reserve system
as exist to-day.

u".McCarter says proceedings to test trust
POWERS OF NATIONAL BANKS NOT INSPIRED
BY JEALOUSY.

Uzal Il. McCarter, President of the Fidelity Trust Co. of
Newark, in his remarks as Toastmaster at the annual banquet
of tho trust companies of tho United States on Monday last
at the Waldorf-Astoria took occasion to reply to statements
with regard to the proceedings brought by tho trust com-
panies to test tho constitutionality of tho provision in the
Federal Reservo Act permitting national banks to act in a
fiduciary capacity in which it was made to appear that tho
trust companies move was inspirod by jealousy. Mr.
McCarter stated that “in this matter thoro is not, nor has
there ever been tho slightest particlo of jealousy on tho part
of the trust companies. In what thoy havo dono thoy havo
been actuated by what they conceivo to bo their duty in tho
protection of their business.” Mr. McCarter further said
that if tho Supremo Court decides tho issue in favor of tho
Federal Reserve Board, all opposition on tho part of tho trust
companies will ceaso and tho national banks will bo wel-
comed into tho business. Wo givo tho following from his

remarksi

As many of us almost tearfully admit. Group 8 this year rather curtailed
its hospitality, and as a result wo “country” bankers wero deprived of the
pleasure of attending tho annual feast of that organization. Seeking for
a reason why wo were not invited, | havo diligently searched through the
provisions of tho Federal Reserve Act and | have carefully examined the
regulations promulgated by the Federal Reserve Board in tho expectation,
or rather in the apprehension, that possibly non-member banks and trust
companies were to be no longer recognized in good society. In it, however.

A bank furnishing 1 1 found nothing relating to this matter, though | must confess that every
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In spite of it all, however, the trust companies, with that Christian for-
bearance with which they arc so generally credited in all their operations
and activities, have meekly turned the other cheek to Group 8 and have
included tho members of it in our hospitality to-night

arC 1Crf this cyenl»K for a pleasant time and not
dCs“*° t0 takO advantage of this opportunity
L mdilicitv ,IT f , nto the Proceedings, in the hope that through
wither,.; tl ! °,th0 occasion' the Position of tho trust companies,
h.rvw n 10 teA by thcm of thc constitutionality of a portion of
rd, ! Reserve Act, may reach tho bankers of tho country and may
Lrie. o° extcnt’ at least, what appears to some of us as an inspired
- (= Si° ***r m°Uves in this particular matter. Through certain
ai ic es in some of the financial magazines it has been made to appear that
ne motives of tho trust companies, in conducting this test, are sordid and
ol a dog in the manger" character. As a matter of fact, there never was,
in any case, an inference more unfounded.

It will be admitted by all, I think, that tho framers of tho Federal Reserve
law, in their desire to popularize the enactment among the national banks,
granted them fiduciary powers as a sop to compensate them for some of
the alleged burdens to which they were supposed to bo subjected by the
provisions of that Act. In other words, this provision of the law was not
incorporated in it as a result of any general demand upon the part of the
public or because of any wish of tho banks themselves.

Upon an examination of tho Act and a careful consideration of its effects
the trust companies found themselves confronted with the danger of having
their most important function inspired by the invasion of their field of
operation by a multitude of institutions all of which, or nearly all of which
are without the requisite experience and many of them, numerically speak-
ing could not and would not. be able to provide the necessary organlzaUon
for the proper handling of such business. 11, therefore, seemed to the U-usi
companies as though corporate trusts as such were Jeopardized for the
reason that a single failure to properly execute a given trust, by an instltu-

. N PO Y 6qU.PPCd fot' dut.es ~is exacting nature, would be
serzlousﬁﬂectlon Lﬂa on, and a sevefe blow to, corporate trusteés

B/° Said’ th? ,nain fl,nctlon of thO “ust companies seemed to bo
An appea to tho Federal Reserve Hoard availed nothing and

tolafkshon T ®
to t . W

a®1
menaced.
theto! Ty Kal advice was sou"ht 0,1 tho subject with the result that
companies were advised by eminent counsel that tho action of

tiitirm'iiSUIpOn °rr  fiduciary Powers upon national banks was unconsti-
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Section 1 Assistants to Reserve Agents.
That section four of the Act approved December twenty-third nineteen
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rk Be“ ™

Reserve Agen¥ to exercise the powers of tho Chalrman

AoenTZLZ-TZV'AZ ,
person, of tested ba,Um

rroulr, sued tond, of £ L n n

'Z rd c
IS s s ft V Z IX N

Z 82

noord ontog S T

aboliShCS the office of DeP«ty Chairman and Deputy
by tn I1Z'raY'nz’ Z substitutestherefor %n assistant to be apeomt d
>y the | ulcral Reseive Agent under bond to tho agent at a salar e

Bz ,al'dPald m !'hC Samo n,anner 25 that of tho Federal Reserve Agent
/. sJ'ng law provides that in the absence of tho Federal Reserve Agent
irnzifz £ 7?7 e Jgent aCts in hb P'aro. The Sornd hThad much
of Deimtlr1Z ? niIngfr°m Cla® C directors men qualified to fill the position
. iT«PUhy liescrve Agent. This officer is required to havo the same
qtiJdilificatHiiLsas thc Federal Reserve Agent; he must have had banking
experience and must not be an officer, director or stockholder in any bank8
naM Hhw. fi nOt a salarlcd offic°r. and his only compensation is tho fees
raw g«u yiMin attendance of meetings, although he Is compelled to be
oTtheZ n *Z to assume the duties of Federal Reserve Agent in case

eud th,g of"orOri( ab lity ,°f that officer’ Thls involves a transfer and
incon~nient”o \a h g °PUEy Reservo A«cnt would find it most
short noUce to 'tavo hiLs husmess and report immediately to the bank on
in, POt Ih a,°Ption of the amendment will more definitely fix

|n rr(} gg—le%%mnt%F ppias éUmrSe%[lodré)peratcs to give the Board more latHude

of enZ'u irhoy'voro further advised to raise, immediately, the question

,C On1'*tlonality of Section 11, paragraph K, of tho Federal Reserve of T ™ * ™ 2 in thLs section further provides that one of tho directors
Act. Jhat has been done in several of tho States, and tho contention of tho shall be aPPohited by tho Reserve Hoard as Vice-Chairman to
trust companies has been, in two or three instances, sustained in the State S AT , ° f Chairman of the Hoard in case of the absence or
courts. It is now about to bo argued in tho United States Supreme Court, ReZv Af <jcra' Kcservo Agent. Under existing law tho Deputy

in tho belief that a prompt decision of tho entire subject was as vital for
the national banks as for tho trust companies, their aid was sought in a
friendly suit to test tho entiro question, but that plan failed to meet with
their co-operation, and it therefore, as a matter of necessity, was abandoned.
f, i ° n°, baliovo tha' th.cro ,s onc tnist company in tho country doing a
fud|C|a|y business, under |mproved methods and upon a substantial scale
that has the slightest fear of competition from any other institut on ov
‘ . o
tions and like limitationd, b2 SHAEEE ChMBaIES IR BBl Bslen ke Fonslt
against, any institution or class of institutions, attempting to do that most
sensitive of all businesses, where they have not the legal right so to do or

o on oM
3tMan VoFt?ﬁoa%bsFvaByter}s l]iomEotlIJrrrl]try as QBI thelcrjor'ilg tt Isno o ag}lnd?

think | speak for the trust companies of tho country, as | know I‘do for
those represented by tho officials of the Trust Company S o n of the
American Bankers Association, and for tho Committee having the litigation
In charge, when | say that, should tho Supreme Court ,fti.J,, .. , »n
decide the matter at issue in favor of tho supporters of U FederalReserve
Act, all opposition, on tho part of tho trust comnanlrs wm 41210
national banks will be welcomed by them Into Z a2d
courso, that all classes of institutions gnde ing the i if = of
. ctvico ,,,,dc, ik, I r "=

matter thero is not, nor has there over been, tho slightest ZV t i re il

IXcniZb”~rw S u dfeUPOn thG COnfidCnCU ° f th°

SENATE AMENDMENTS TO FEDERAL RESERVE ACT.

Tho unlikolihood of tho enactment of tho proposed amend-
ments to tho Federal Reservo Act at this session of Congress
seems ovident. On Feb. 24 Governor ITarding of tho Federal
Reservo Board received assurances from tho Democratic
loaders to permit tho amendments approved by tho Senate
Hanking and Currency Committeo to bo taken up last Mon-
day, Chairman Owven, it is said, promising that thero would
00 No opposition. llowovor, Senator Gronna, Republican,
j. Previously declared ho would havo to havo time for freo
discussion of tho amendments, and when Senator Owen
moved on Tuesday for tho immediate discussion of the bill
tno motion was defeated without a roll-call.

As a matter of interest wo print below tho roport presented
to tho Sonato by Senator Owen on Feb. 10 when submitting
the amendments to tho law proposod by tho Senate Commit-
teo on Banking and Currency. This roport is useful because
it indicates in all cases .tho changes from tho existing law.
Wo show the existing law in Roman type and now matter in
italics. That part of oxisting law which tho amendments
proposed to eliminate is printed in black-faced typo and
enclosed in black-fleeci brackets (r)

n Z mitte° ?P.Barklng a,™ Ourrency. to which was referred tho bill
(S 8259) to amend the Federal Reserve Act, having-considered tho same
report it back without amendment and recommend its passage

The amendments to the Federal Reserve Act contained in this bill arc
strongly recommended by tho Federal Reserve Board Gov Harding of
tho Hoard having appeared in person before the committeo to oxnlaln tho
necessity for this proposed legislation.

Tho several sections of tho bill are separately discussed in tho following
report, and for the convenience of the Senate each section proposed to be
amonded Is printed so as to show existing law and the proposed change In
existing law.

Reserve Agent is also Deputy Chairman.

.S'Tim 2— Extending Clearing and Collection Facilities to Non-member Ranks.
tno following shows the proposed change in existing law:

to read as follows” para* raph of section thirteen be amended so as

annAf’y Fpderal Reservo Bank may receive from any of its member banks.
natinnTh U, t<xIJ'tates, deposits of current funds in lawful money.
bank notes' f'Oderal Reserve notes or checks and drafts, payable
smZprostitution, and also, for collection, maturing notes and bills; or.
F 1 y . r. Purposes of excliango or of collection, may receive from other
h SCAC, a, deposits of current funds in lawful money, national
ank notes or checks upon other Federal Reserve banks, and checks and
drafts, payable upon presentation within its district, and maturing notes and

, district: or' solel« f°r ,he Purposes of exchange or of
a,W non-member bank °r fust company deposits
nailonal bank notes. Federal Reserve notes,
paljab'e upon Presentation, or maturing notes and bills;
itezrzn f Z n." er b(mk °r Irusl company maintains with the Federal
ernin ~ nk!' "j distd Ici “ hulance in an amount to be determined by the Fed-
eral Reserve Hoard under such rules and regulations as it may prescribe.”
Section 2 proposes to amend tho first paragraph of section 13 of the
ederal Reserve Act so as to permit non-member banks or trust companies
to deposit funds in Federal Reserve banks solely for the purposes of exchange
or collection. This privilege is to be extendod only in tho event that such
non-member bank or trust company maintains with the Federal Reserve
bank of its district such a balance as in the judgment of tho Federal Reserve
Board may be deemed necessary.
Any clearing and collection plan to be effective must be comprehensive
‘KJ1g I, t'! include all checks. Tho following statement from the members
of the Federal Reserve Board is in justification of this proposed amendment:
It is contemplated that tho compensating balances which non-memher
banlcs participating in the clearing plan will be required to keep with Federal
Reserve banks will be sufficiently largo to protect member banks and iustifv
Federal Reserve banks in undertaking th6 service Any cfeartntr hnd VoU
Arr)Ze ftntlietifarfEF in a’ SVb0jS0 ciomgreheng astoj 8Iu e all checks,
e Federa Servo s inclu e names of
Hr( hll«lm on w'tdch can be collected in any mrcumstances at a minimum
gfn*tf 0 vnd ®JPenso* but do not embrace a large number of towns in every
tate wl

b*zZ ar Z ,W n
ofcurrents I T T
Chert!'n!JHde,

c ,Uf

hero there are no member banks; and 1n order to make colloci Inn?

thafl P°Ints many banks_are obliged to maintain accounts in addition

to their reservo accounts with tho Federal Reserve banks.~ A nocessarv

factor in any successful clearing plan is tho offset whereby bZZZonto

require settlement instead of the total volume of transactions As”ne a?
tho clearing system does not embrace all of the banks this offset is losto

corresponding degree and the value of tho system dimtatehed in proportion®

Section 3— Foreign Acceptances.

Sec. 3. That tho fifth paragraph of section thirteen be, and is hereby
amended so as to read as follows:

“Any member bank may accept drafts or bills of exchange drawn upon
it having not moro tlian six montlis sight to run, exclusive of days of grace
which grow out of transactions involving the importation or exportation
of goods; or which grow out of transactions involving the domestic ship-
ment of goods provided shipping documents conveying or securing title
are attached at the time of acceptance; or which are secured at the time of
acceptance by a warehouse receipt or other such document conveying or
securing title covering readily marketable staples. No member bank shal
accept, whether in a foreign or domestic transaction, for any one personl
company, firm or corporation to an amount equal at any time in tho aggre
gate to more than ten per centum of its paid-up and unimpaired capita-
stock and surplus, unless the bank is secured either by attached documentsl
or by some other actual security growing out of tho samo transaction as
tho acceptance; and no bank shall accept such bills to an amount equal at
any time in tho aggregate to moro than one-half of its paid-up and un-
impaired capital stock and surplus. Provided, however, That the Federal
Reserve Board, under such general regulations as it may prescribe, which shall
apply to all banks alike regardless of the amount of capital stock and surplus
may authorize any member bank to accept such bills to an amount not exceeding
at any time in the aggregate one hundred per centum of its paid-up and un-
impaired capital stock and surplus: Provided, however. That the aggregate of
acceptances growing out of domestic transactions shall in no event exceed fifty
per centum of such capital stock and surplus: Provided, further. That in no
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event shall a bank accept for any one person, company, firm or corporation to
an amount equal at any lime in the aggregate to more than twenty per centum
of its paid-up and unimpaired capital stock and surplus.

Section 3 proposes to amend the fifth paragraph of section 13 of the Re-
serve Act so as to permit the Federal Reserve Board to authorize member
banks to accept foreign bills of exchange growing out of transactions in-
volving the importation or exportation of goods to an amount not exceeding
100 per cent of its paid-up and unimpaired capital and surplus. The ac-
ceptance for any one person, company or firm is restricted, however, to
not more than 20 per cent of the bank’s paid-up and unimpaired capital
and surplus.

Section 4— Gold and Gold Certificates as Collateral Security for the Issuance
of Federal Reserve Notes.

Sec. 4. That section sixteen, paragraphs two, three, four, five, six and
seven bo further amended and re-enacted so as to read as follows:

“Any Federal Reserve bank may make application to the local Federal
Reserve Agent for such amount of the Federal Reserve notes hereinbefore
provided for as it may require. Such application shall bo accompanied
with a tender to the local Federal Reserve Agent of collateral in amount
equal to the sum of the Federal Reserve notes thus applied for and issued
pursuant to such application. The collateral security thus offered shall
bo notes, drafts, bills of exchange or acceptances rediscounted under the
provisions of section thirteen of this Act, or bills of exchange indorsed by a
member bank of any Federal Reserve district and purchased under the pro-
visions of section fourteen of this Act. or bankers’ acceptances purchased
under the provisions of said section fourteen, or gold or gold certificates;
but in no event shall such collateral security, whether gold, gold certificates
or eligible paper, be less than the amount of Federal Reserve notes applied for.
The Federal Reserve Agont shall each day notify the Federal Reserve Board
of all issues and withdrawals of Federal Reserve notes to and by the Federal
Reserve bank to which he is accredited. The said Federal Reserve Board
may at any time call upon a Federal Reserve bank for additional security
to protect tho Federal Reserve notes issued to it.

“Every Federal Reserve bank shall maintain reserves in gold or lawful
money of not less than thirty-five per centum against its deposits and re-
serves in gold of not less than forty per centum against its Federal Reserve
notes in actual circulation: Provided, however. That when the Federal Reserve
Agent holds gold or gold certificates as collateral for Federal Reserve notes issued
to the bank such gold or gold certificates shall be counted as part of the gold
reserve which such bank is required to maintain against its Federal Reserve
notes in actual circulation I>nd not offset by gold or lawful money
deposited with the Federal Reserve AgentJ. Notes so paid out shall
bear upon their faces a distinctive letter and serial number, which shall be
assigned by the Federal Reserve Board to each Federal Reserve bank.
Whenever Federal Reserve notes issued through one Federal Reserve bank
shall be received by another Federal Reserve bank they shall bo promptly
returhed for credit or redemption to the Federal Reservo bank through
which they were originally issued or, upon direction of such Federal Reserve
bank, they shall be forwarded direct to the Treasurer of the United States to be
retired No Federal Reserve bank shall pay out notes Issued through
another under penalty of a tax of ten per centum upon the face value of
notes so paid out. Notes presented for redemption at tho Treasury of the
United States shall be paid out of the redemption fund and returned to tho
Federal Reserve banks through which they were originally issued, and
thereupon such Federal Reserve bank shall, upon demand of the Secretary
of the Treasury, reimburse such redemption fund in lawful money or, if
such Federal Reserve notes have been redeemed by the Treasurer in gold
or gold certificates, then such funds shall be reimbursed to the extent
deemed necessary by tho Secretary of tho Treasury in gold or gold certifi-
cates, and such Federal Reserve bank shall, so long as any of its Federal
Reserve notes remain outstanding, maintain with tho Treasurer in gold an
amount sufficient in tho judgment of the Secretary to provide for al re-
demptions to be made by the Treasurer. Federal Reserve notes received
by the Treasurer otherwise than for redemption may bo exchanged for gold
out of the redemption fund hereinafter provided and returned to the Reserve
bank through which they were originally issued, or they may bo returned
to such bank for tho credit of tho United States. Federal Reserve notes
unfit for circulation shall be returned by tho Federal Reserve agents to tho
Comptroller of tho Currency for cancellation and destruction.

“The Federal Reservo Board shall require each Federal Reserve bank
to maintain on deposit in tho Treasury of tho United States a sum In gold
sufficient in the judgment of the Secretary of the Treasury for the redemp-
tion of the Federal Reserve notas issued to such bank, but in no ovent lass
than five per centum of the total amount of notes issued less the amount of
gold or gold certificates held by the Federal Reserve Agent as coltoeralsemrtty,
but such deposit of gold shall bo counted and included as part of the forty
per centum reserve hereinbefore required. Tho Board shall have the right,
acting through the Federal Reserve Agent, to grant, in whole or in part
or to reject entirely the application of any Federal Reserve bank for Federal
Reserve notas; but to the extent that such application may bo granted
the Federal Reserve Board shall, through its local Federal Reserve Agent
supply Federal Reserve notes to the bgnk so applying and such bank shall
be charged with the amount of [ _] notas issued to it and shall pay
such rate of interest [on said amount] as may be established by the
Federal Reserve Board [and the amount of such] on only that amount
of such notes which equals the total amount of its outstanding Federal Reserve
Z u sV s Z amount of gold or gold certificates held by the'Federal Reserve
Agent as collateral security. Federal Reserve notes [so] issued to any
such bank shall, upon delivery, together with such notes of such Federal
Reserve bank as may be issued under section eighteen of this Act upon
security of United States two per centum Government bonds, become a
first and paramount lien on all the assets of such bank.

“Any “Federal Reserve bank may at any time reduce its liability for
outstanding Federal Reserve notes by depositing with the Federal Reserve
Agent its Federal Reservo notes, gold, gold certificates or lawful money
of the United States. Federal Reserve notes so deposited shall not be re-
issued, except upon compliance with the conditions of an original issue.

"The Federal Reserve Agont shall hold such gold, gold certificates or
lawful money available exclusively for exchange for the outstanding Federal
Reserve notes when offered by tho Reserve bank of which he is a director.
Upon the request of the Secretary of the Treasury the Federal Reserve
Board shall require tho Federal Reserve Agent to transmit [so much of
said gold] to the Treasurer of the United States so much of the gold held
held by him as collateral security for Federal Reserve notesi assmay be required
for the exclusive purpose of tho redemption of such [notes] Federal
Reserve notes, but such gold when deposited with the Treasurer shall be counted
and considered as if collateral security on deposit with the Federal Reserve Agent.

“Any Federal Reserve bank may at its discretion withdraw collateral
deposited with the local Federal Reserve Agent for the protection of its
Federal Reserve notes [deposited with it] issued toitand shall at the
same time substitute therefor other [like] collateral of equal amount
with the approval of the Federal Reserve Agent under regulations to be
prescribed by the Federal Reserve Board. Any Federal Reserve bank may
retire any of its Federal Reserve notes by depositing them with the Federa{
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Reserve Agent or with the Treasurer of the United States, and such Federal
Reserve bank shall thereupon be entitled to receive back the collateral deposited
with the Federal Reserve Agent for the security of such notes. Federal Reserve
banks shall not be required to maintain the reserve or the redemption fund
heretofore provided for against Federal Reserve notes which have been retired.
Federal Reserve notes so deposited shall not be reissued except upon compliance
with the conditions of an original issue.”

Tho amendment to section 16 will permit tho Federal Reservo banks to
receivo gold coin and gold certificates in exchange for Federal Reserve
notes, which is now done by indirection.

It is of great importance to the Federal Reserve system to attract to the
Federal Reserve banks a large amount of gold which now servos no very
useful purpose in the pockets of the people or as till money in tho member

The adoption of this proposal would result in causing tho gravitation
into Federal Reserve banks of probably $200,000,000 of gold. It would
strengthen tho potentiality of the bank in accommodating our national
commerco by giving to these banks the power, in case the exigency should
ever arise, and to the extent that this gold should bo attracted into tho
custody of the Federal Reserve banks, to issue Federal Reserve notes
against qualified commercial paper at par, and would have tho effect of
magnifying the power of tho banks and strengthening public confidence
in the Federal Reserve system.

Tho Imperial Bank of Germany has demonstrated the valuo of the
system of issuing legal-tender notes against commercial bills of a qualified
class. It lias had a very great stabilizing effect upon Germany s finance,
industry and commerce. Lo

Tlio Bank of England has on occasion, by a ministerial permit, authorized
tho issuance of legal-tender notes against commercial bills.

Tho Federal Reserve system has been very much moro conservative than
either of these plans, requiring as security for Federal Reserve notes 100 per
cent in qualified commercial bills plus 40 per cent gold, besides tlio security
of the entire banking system of the United States, which is of course,
behind these notes, with its capital, surplus and double liability of stock-

The effect of the proposed amendment is to permit tho Federal Reserve
banks if the occasion should ever arise, to issuo to tho limited extent that
it has received gold in lieu of Federal Reserve notes— to that extent and to
that extent only— Federal Reserve notes against 100 per cent of qualiiicd
commercial bills of short maturities, underwritten by member banks, as
required by statute. v < n

Your committee regards this as an important Improvement in tho system.

Section 5— Permitting Deposits of Gold Coin and Gold Certificates with the
Treasurer and Sub-Treasurer to the Credit of the Federal Reserve Board.
Sec. 5. That section sixteen be further amended by adding at tho end

of the section the following:

«That the Secretary of the Treasury is hereby authorized and directed to
receive deposits of gold coin or of gold certificates with the Treasurer or any
Assistant Treasurer of the United Stales when tendered by any Federal Feserye
bank or Federal Reserve Agent for credit to its or his account with the Federal
Reserve Board. The Secretary shall prescribe by regulation the form of receipt
to be issued by the Treasurer or Assistant Treasurer to the Federal Reserve bank
or Federal Reserve Agent making the deposit, and a duplicate of such receipt
shall be delivered to the Federal Reserve Board by the Treasurer at Washington
upon proper advices from any Assistant Treasurer that such deposit has been
made. Deposits so made shall be held subject to the orders of the federal Re-
serve Board and shall be payable in gold coin or gold certificates on the order
of the Federal Reserve Board to any Federal Reserve bank or Federal Reserve
Agent at the Treasury or at the Sub-Treasury of the United Stales nearest the
place of business of such Federal Reserve bank or such Fcdcral Kescrre Affenb
Provided, however. That any expense incurred in shipping gold to
Treasury or Sub-Treasuries in order to make such payments, or as aresf ‘I
of making such payments, shall be paid by the Federa
sessed against the Federal Reserve banks. The order used by the Federal Re
serve Board in making such payments shall be signed by the Governor, or Vice-
Governor, or such other officers or members as the Board may by regulation
prescribe. The form of such order shall be approved by the Secretary of the

Tre” Theexpenses necessarily incurred in carrying out these provisions, including
the cost of the certificates or receipts issued for deposits received, and all ex-
penses incident to the handling of such deposits shall be VaUby the Federal
Reserve Board and included in its assessments against the several Federal

ReS'Gold deposits standing to the credit of any f ederal Reserve balik”™ the
Federal Reserve Board shall, at the option of said bank, be counted as part of
the lawful reserve which it is required to maintain against outstanding federal
Reserve notes, or as a part of the reserve it is required to maintain against

A"Nothing in this section shall be construed as amending section six of the
Act of March 14 1900, as amended by the Acts of March 4 1907, March 2 1911
and June 12 1916, nor shall the provisions of this section bec® f 8 J ~ fV
to the deposits made or to the receipts or certificates issued under this section.

This Is added for tlio convenience of tho I-cderal Reservo Board in
making Its adjustments of gold and gold certificates, so as to permi these
adjustments to be made by a system of bookkeeping rather than by the
actual physical transfer of the gold and gold certificates.
Section 6-Relieving National Banks of the Necessity of Keeping on Deposit

United States Bonds with the Treasurer.

Sec. 6. That section seventeen be, and is, hereby amended so as to read
“ "Sec So much of the provisions of section fifty-ono hundred and fifty-
nine of the Revised Statutes of the United States, and section four of the
Act of Juno twentieth eighteen hundred and seventy-four, and section eight
~f the Act of jC y twelfth eighteen hundred and eighty-two, and of any
other6provisions of existing statutes as require that before any nat onal
banking associations shall be authorized to commence banking business
it shalftransfer and deliver to tho Treasurer of tho United States a stated
amount of United States registered bonds, and so much of those provisions
o™of any other provisions of existing statutes as require any nat onal banking
associations now or hereafter organized to maintain a minimum deposit of sue

“ Is~fo~
under the Federal

a Practice no lonKcr requlrcd
Reservo Act of compelling national banks to keep a
rated 3u.es bonds wl.b Ib. Treasurer or tho Dotted

N ational banks are no longer required to keep outstanding a minimum
amount of circulating notes and a newly organized bank Is not obliged to
nurchaso®or°carry any bonds of the United States; but there are a number
of national banks, organized beforo the passage of tho Federal Reserve Act,
which have retired their national bank circulation in full, yet they are,
under a construction of the old law. required to keep on deposit with the
Treasurer of tho United States a certain minimum of United States bonds.
The committee believes that theso banks should bo relieved of further
obligation in this matter.
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B Section 7— Reserves.

Sec. 7. That section nineteen bo amended and re-enacted so as to read
as follows:

“Sec. 19. Demand deposits within tho meaning of this Act shall com-
prise all deposits payable within thirty days, and time deposits shall com-
prise all deposits payable after thirty days, [and] all savings accounts
and certificates of deposit which are subject to not less than thirty days’
notice before payment, and all postal savings deposits.

[ “When the Secretary of the Treasury shall have officially an-
nounced, in such manner as he may elect, the establishment of a
Federal Reserve bank in any district, every subscribing member]
Every bank, banking association or trust company ivhich is or which becomes
a member of any Federal Reserve bank shall establish and maintain with its
Federal Reserve bank reserves as follows:

"(a) If [a bank] not in a reserve or central reserve city, as now or
hereafter defined, it shall hold and maintain with the Federal Reserve bank
of its district actual net reserves equal to not less than [twelve] six per
centum of the aggregate amount of its demand deposits and [five] three
per centum of its time dcposits[, as follows:].

[ “In its vaults for a period of thirty-six months after said date
five-twelfths thereof and permanently thereafter four-twelfths.

“In the Federal Reserve bank of its district, for a period of twelve
months after said date, two-twelfths, and for each succeeding six
months an additional one-twelfth, until five-twelfths have been so
deposited, which shall be the amount permanently required.

“For a period of thirty-six months after said date the balance of
the reserve may be held in its own vaults, or in the Federal Reserve
bank, or in national banks in reserve or central reserve cities as now
defined by law.

“After said thirty-six months’ period, said reserves, other than
those hereinbefore required to be held in the vaults of the member
bank and in the Federal Reserve bank, shall be held in the vaults of
the member bank or in the Federal Reserve bank, or in both, at the
option of the member bank.

"(b) If [a bank] in a reserve city, as now or hereafter defined, it shall
hold and maintain with the Federal Reserve bank of its district actual net re-
serves equal to not less llian [fifteen] ten per centum of the aggregate
amount of its demand deposits and [five] three per centum of its time
deposits[, as follows:].

[ “In its vaults for a period of thirty-six months after said date
six-fifteenths thereof, and permanently thereafter five-fifteenths.

“In the Federal Reserve bank of its district for a period of twelve
months after the date aforesaid at least three-fifteenths, and for
each succeeding six months an additional one-fifteenth, until six-
fifteenths have been so deposited, which shall be the amount per-
manently required.

“For a period of thirty-six months after said date the balance of
the reserves may be held in its own vaults, or in the Federal Reserve
bank, or in national banks in reserve or central reserve cities as new
defined by law.

“After said thirty-six months’ period all of said reserves, except
those hereinbefore required to be held permanently in the vaults of
the member banks and in the Federal Reserve bank, shall be held in
its vaults or in the Federal Reserve bank, or in both, at the option
of the member bank.]

"(c) If [a bank] in a central reserve city, as now or hereafter defined,
it shall hold and maintain icith the Federal Reserve bank of its district an
actual net reserve equal to not less than [eighteen] thirteen per centum
of tho aggregate amount of Its demand deposits and [five] three per centum
of its time deposits[, as follows:].

[ “In its vaults six-eighteenths thereof.

“In the Federal Reserve bank seven-eighteenths.

“The balance of said reserves shall be held in its own vaults or in
the Federal Reserve bank at its option.]

“Every member bank shall maintain in its own vaults an amount of specie
or currency equal to at least four per centum of its demand deposits less the
amount of those reserves icith the Federal Reserve bank which are in excess of
the minimum reserves required by this section.

[ “Any Federal Reserve bank may receive from the member banks
as reserves not exceeding one-half of each installment, eligible
paper as described in section thirteen properly indorsed and accep-
table to the said Reserve bank.

“If a State bank or trust company is required or permitted by the
low of its State to keep its reserves either in its own vaults or with
another State bank or trust company or with a national bank, such
reserve deposits so kept in such State bank, trust company or
national bank shall be construed within the meaning of this section
as if they were reserve deposits in a national bank in a reserve or
central reserve city for a period of three years after the Secretary of
the Treasury shall have officially announced the establishment of a
Federal Reserve bank in the district in which such State bank or
trust company is situate. Except as thus provided, no] No member
bank shall keop on deposit with any non-member bank a sum in excess of
ton per centum of its own paid-up capital and surplus. No member bank
shall act as tho medium or agent of a non-member bank In applying for or
receiving discounts from a Federal Reserve bank under the provisions of
this Act except by permission of tho Federal Reservo Board.

"Tho reserve carried by a member bank with a Federal Reserve bank
may, under the regulations and subject to such penalties as may bo pro-
scribed by the Federal Reserve Board, bo checked against and withdrawn
by such member bank for the purposo of meeting existing liabilities: Pro-
vided, however. That no bank shall at any time make new loans or shall pay
any dividends unless and until tho total reserve required by law is fully
restored.

“In estimating tho reserves and the cash in vault required by this Act,
the net balance of amounts duo to and from other banks shall be taken as
tho basis for ascertaining tho bank deposits against which reserves with
Federal Reserve banks and cash in vault shall bo determined. [Balances
in reserve banks due to member banks shall to the extent herein
provided be counted as reserves.]

“National banks, or banks organized under local laws, located in Alaska
or in a dependency or insular possession or any part of the United States
outside tho continental United States may remain non-momber banks,
and shall in that event maintain reserves and comply with all the conditions
now provided by law regulating them; or said banks except in tho Philippine
Islands may, with the consent of the Federal Reserve Board, becomo mem-
ber banks of any one of the reserve districts, and shall, in that event, take
stock, maintain reserves and bo subject to all tho other provisions of this
Act.”

This section provides for a readjustment and decrease in the reserves
required of tho member banks. Tho object of tho amendment is twofold.
First, to increase the gold holdings of tho Federal Reserve system, and thus
strengthen tho system against any exigency that may result from tho
European war, and, secondly, to decrease tho amount of reserves required
of member banks. The amendment would add approximately $200,000,000
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of gold to the present holdings of the Federal Reserve banks. The amend-
ment also proposes to require the member banks to maintain in their own
vaults, for till money, an amount equal at least to 4 per cent of its demand
deposits.

Section 8—Permitting Directors, Officers or Employees of Member Banks to
Receive Interest on Deposits and to Obtain Accommodations Under
Certain Restrictions.

Sec. 8. That that part of section twenty-two which reads as follows:
“Other than the usual salary or directors’ fees paid to any officer, director
or employee of a member bank and other than a reasonable fee paid by said
bank to such officer, director or employee for services rendered to such
bank, no officer, director, employee or attorney of a member bank shall be
a beneficiary of or receive, directly or indirectly, any fee, commission, gift
or other consideration for or in connection with any transaction or business
of the bank, be, and hereby is, amended and re-enacted so as to read a
follows:

Other than the usual salary or director's [fees] fee paid to any officer,
director [0r] employee Or attorney of a member bank, and other than a
reasonable fee paid by said bank to such officer, director [0T] employee
or attorney for services rendered to such bank, no officer, director, em-
ployee or attorney of a member bank shall be a beneficiary of or receive,
directly or indirectly, any fee, commission, gift or other consideration
for or in connection with any transaction or business of the bank: Provided,
however, That nothing in this Act contained shall be construed to prohibit a
director, officer or employee from receiving the same rate of interest paid to other
depositors for similar deposits made with such bank: And provided further.
That notes, drafts, bills of exchange or other evidences of debt executed or in-
dorsed by directors of a member bank may be discounted with such member bank
on the same terms and conditions as other notes, drafts, bills of exchange or
evidences of debt upon the affirmative vote or written assent of at least three-
fourths of the members of the board of directors of such member bank.

This amendment removes an evident hardship imposed upon directors,
officers and employees of member banks, who, under existing law, are
precluded from drawing interest on their deposits and prevented from
obtaining accommodations in their own bank. The amendment very
properly provides for restrictions upon such loans which, in the judgment
of the Federal Reserve Board and of your committee, properly insures the
bank against fraud and incident loss.

REMARKS AT TRUST COMPANIES
BANQUET.

former Governor of New Jersey,

E. C. STOKES'

Edward C. Stokes, w ho
followed M r. McCarter on the speakers stand at last Monday

night's banquet of the trust companies of the United States

spoke in a humoristic strain and likened the modern banker
toa “Billy Sunday of finance without Billy Sunday's financial
ability.” M r. Stokes also, in tho course of his remarks,
alluded to the United States as “a regular Republic of
N ations,” with Virginia and the State of W ashington *“as
large as all of W ales” and “many other States which exceed
England in size,” “and there is Texas, big enough to wear

Germany for an ulster, and it wouldn't reach to her knees.”
Great has been our progress, said M r. Stokes, but it is great,
because greater has been our character. “So long as pros-

perity continues and wealth multiplies,” he concluded, “the

silent forces that create the one and make for the other will
be the unparalleled, unsurpassed type of American character,

typified realized ideals in the 90,000,000 of people that cling

to this land from sea to sea, to guard its peace and liberty.”

Below we quote more fully from M r. Stokes’ remarks:

Our Toastmaster has had a good deal to say about New Jersey to-night.
I want to say that | rise on this occasion with a proverbial modesty and the
natural timidity of a Jersey man. Wo Jersey men stand in reverential awe
of tho bankers of Now York and Philadelphia, and tho other Metropolitan
centers. Wo know them. We liavo entertained them at our seaside
resorts. Long ago, New Jersey realized that the money guardians needed
a refuge, where they could divorce themselves from their virtuous and
exemplary daily routine, and do over the weeks’ end the things they would
not do at homo; and tho popularity of Jersey resorts has grown in intensity
just as our guests have come to realize that there is no danger of a leak.

As a national banker, | have profound admiration for trust company
magnates. Wo national bankers have never been able to do better than
to hold tho assets of our patrons while alive. You seem to be able to con-
trol their business after death— after the undertaker disposes of the remains,
you dispose of the remainder man.

No wonder that institutions that thus minister hoth to the living and
tho departed spirits have shown a marvellous growth until from resources
of $962,000,000 in 1895 to-day you show resources of $7,980,000,000,
with 73 of your institutions showing a magnificent aggregate in resources
of $1,309,000,000, a record of which you may be justly proud, surpassed
by nothing in the financial history of this country.

I have a profound admiration for you for another reason; tho diplomatic
self-abnegation you have evidenced in keeping out of the Federal Reserve
system, and allowing tho national banks to enjoy the expensive blessings
it affords; the seductive opportunity of placing millions of your reserves
in the regional banks— without interest— where the bulk of it remains idle,
separated from tho channels of trade, as never would your philanthropic
heart.

Now, if I ever saw a well regulated, up-to-date progressive trust company
zealous of tho estate of tho deceased, knocking on the doors of the Federal
Reserve system, | sure would laugh.

Naturally, | appear and feel timid in appearing before a gathering whose
imagination has never been caught by a system by which you can provide
free the funds which you subsequently borrow back, at from 3 to 5%,
when you rediscount your customers’ paper.

Why, if I could induce Toastmaster Uzal McCarter to loan me half a
million dollars for nothing, and then borrow it back from him at 3 to 5%,
I should count him either a great financier or a great philanthropist; and
I say | am naturally timid about approaching a gathering, who, for purely
philanthropic purposes, has kept out of the Federal Reserve system; and
my only consolation and cheer in appearing before you at all, is the reflec-
tion that after all, making an after dinner speech, is better than being
in the audience.

I am not one of those men who take every occasion to roast bankers.
Tho modern banker is a sort of a Billy Sunday of finance— without Billy
Sunday’s financial ability. The banker, you know, takes money, tainted

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



814

and untainted— “the root of all evil;” and then with due regard for the
morals of his fellow men, he induces them to deposit them In a banking vault,
that It will not contaminate the world, but like the surplus grain of Egypt,
It may be called \ipon in time of need.

Then he takes this root of evil and makes it virtuous for us. He loans
it out to build a church here, and a school house there, and a factory over
there, and a library somewhere else. To-day he sends the gospel to the
heathens; to-morrow he sends relief to the stricken Belgians; and the next
day aid to the ailing in some other part of the world, and with the rest, if
you have an ample supply of it, you can enjoy a weeks’ sojourn at the
Waldorf-Astoria. Modern bankers divide their returns among stock-
holders and investors and apportion microscopic salaries from them to
themselves.

They use their resources not to tear down but to build up enterprise.
They are constructive and not iconoclastic. They prosper only when they
help others to prosper. They succeed only when they help others to
succeed; and they treat the public all alike, without preference and without
rebate. If the real character of tho banker was known, the demagogue
and tho anti-corporation statesman would have little to feed upon; and
drastic legislation, that too often proves destructive rather than remedial,
would have no place in party platform, and in legislation. Perhaps then
even our Government would cease to interfere with business, and would
treat the business men of this country with the same consideration it shows
the Mexicans, and allow them to settle their own affairs.

When Diogenes went around with a lamp to find an honest man,
Uzal McCarter and the rest of you were not born. If he wero here to-night
he would have no use for his lamp, as he would find honest men on every
hand.

Honesty is the indispensable trade-mark in the bankers’ calling. No man
has the public confidence and trust of his fellow man as he. His depositors
loan him their money without security, satisfied with hisword and integrity.
Rich and poor, widow and orphan, wage-earner and capitalist, trust their
savings and accumulations to his custody, without misgiving or fear.
In every community he is the man of character, such as the banker typifies,
that has made the wealth and prosperity and supremacy of America.

Men are the builders or destroyers of nations, not territory or domain.

The natural resources of this land— its forests, its streams, its fertile
soil, its mines, were long tho heritage of the Indian, but they remained a
solitude and a waste until God sent the little Mayflower across tho water
with its cargo of brains and intelligence and they turned the waste into a
garden and the solitude into sources of wealth.

Value is simply the product of manhood. It exists only in the brain of
man. There is no such thing as intrinsic value, political economists to the
contrary notwithstanding. The wealth of this city lies solely in its mon
and women and if to-morrow its inhabitants and all the people of this
country and of the world should decide that Manhattan Island was to be
tabooed for future, its so-called intrinsic value would disappear over night
and its lands, and its hotels and its homes would be valueless save as
sentinels to the fact that their fancies worth existed only in the mental
attitude of tho individual.

Somo years ago | came over on a groat trans-Atlantic steamer and as we
entered the Harbor of New York, | looked down upon what seemed to me
a most pitiable sight. There were hundreds of emigrants, few of them able
to speak the language of tho now land which thoy were entering, and many
of them having all of their belongings tied in a handkerchief. Perhaps a
sigh escaped my lips, because a gentleman at my side touched my elbow,
and said, “that seems to excite your sympathy.” | said, “it does.” Ho
said, “in my heart it stirs a chord of joy. Ten years ago | came over in the
steerage as poor as the poorest of these. Now, | have been back to my
native land, going there and returning as a first-class passenger with all
the accommodations this splendid ship can afford. And ten years from
to-day these men will be enjoying American homes, some of them will be
holding offices here; their children will be attending American schools,
free schools, and many of these people by that time will be American
citizens. So | feel joyful rather than sorrowful."

That is why in our land accumulated wealth impresses upon its holder
that he is his brother’s keeper, and that sentiment is reflected back in the
public parks and the free libraries, and the playgrounds, and tho museums,
all of which become the heritage of all.

That is why in this land the giving away of wealth is a recognized occupa-
tion, requiring an organized force of employees. These are all testimonials
to American character; and that is why we have been ablo to expand our
domain, because American character dared the frontier. You know
Abraham Lincoln used to tell a story of the modest farmer who said all the
land ho wanted was the land adjoining his farm. Uncle Sam has been
following that example, and he crossed the Alleghanies, and then the
Mississippi Valley, and then the Sierra Novadas, until he reached the
Pacific Coast, and then he crossed the Pacific Ocean, until now our flag is
one on which the sun never sets. You know we are a regular Republic
of nations. There is Virginia, the State of Washington, which is as large
as all of Wales; and there are many other States which exceed England in
size; and there is Texas, big enough to wear Germany for an ulster, and it
wouldn't reach to her knees. There is Pennsylvania, as big as Canada,
the land from which our next speaker, our distinguished speaker hails; and
there is Kentucky, as big as Ireland, and with all of Ireland in it that can
get to her. You can put England down on these United States, not once,
not twice, not ten times, but 69 times without any danger of its slopping
over into the sea. But this picture has no charms for tho pessimist. Ho
fears the future. He sees in our piled-up wealth, in our great enterprises,
in tho growth of our business companies and corporations, a degeneracy of
ideals and a sinking of American manhood in the quest of the golden fleece.
He forgets that United States Steel is owned by 120,000 of its employees;
that the Pennsylvania Railroad is owned by 122,000 people, 48,000 of them
being women; that American Telephone & Telegraph Co. is owned not by
a small number of people, but by 28,000. He forgets that these great
corporations are only good or bad as their managers make them. As
President Wilson said, “guilt is personal,” and it is just a senseless to
legislate against them per se, because at tbnes some of their managers have
been unreasonable”s it would be to restrict the size of a locomotive, be-
cause the engineer at the throttle sometime ran by the danger signal on
to disaster.

American character has been tried and not found wanting. It has been
test'ed too often to be successfully assailed by sensational headlines, or
the cry of the muckraker, and in this hour of national peril it is refreshing
to look back and seo how it has always vindicated Itself in every crisis.
W hy, back in the Colonial days, out forefathers were charged with a lack
of courage, and of subservience to their financial welfare and business
security— the echo of the charge of to-day; and old John Adams left the City
of Philadelphia in 1774, in disgust, because he said it was too Indifferent
and too slow ever to be stirred by the spirit of independence, and he did
not think ho would ever go back there again; and yet the very men, who,
in that day were accused of the love of ease and of greed for money, were
stirred by the spirit of patriotism and were men who shouldered their
muskets and suffered the hardships of Morristown and Valley Forge, that
our independence might be achieved; and that City of Philadelphia, sub-
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servient and contempt, as John Adams called it, became the cradle of our
liberties, and John Adams did go back there, and ho and his colleagues
signed their names, and pledged their fortunes and their lives and their
sacred honor, that this Republic might ho born! Out of that city there
came that great banker, Robert Morris, a prototype of modern bankers,
not more and not less patriotic, who gave his all, and went to a bankrupt’s
court, that that flag might wave over a free land, a splendid vindication,
was it not, of tho charges of that day, against American character.

Two generations passed— and this nation is face to face with a problem
of whether Government by tho people can long survive.
the chargo of disparagement. Again we hear the assertion that American
character lacks ideals and lofty sentiments; and just as to-day we are
charged with commercial greed, because we are furnishing munitions and
supplies for the warring nations, so then, the people of the North, especially,
were charged with a commercial ambition so great, and a greed so super-
lative, that they were willing to sacrifice their principles, and condone
slavery, in order to sell their goods; but the firing of Sumpter’'sguns proved
how baseless that chargo against American character was, and the very
men who wero accused of the love of greed and the lack of ideals, closed
their banking houses and brokers’ houses, and left the marts of the money
changer in Wall Street, and went down to the front and pledged their lives
and sacred honors, that the Union might be saved.

History paints no picture liko the striplings of colleges, sons of pious
ancestors, men here from your city, and farmers from their half-plowed
land, and mechanics from their benches, all with one song in their hearts
and refrain upon their lips, “we are coming. Father Abraham, 300,000
strong”— a splendid vindication again, of American character.

Two generations again passed, and we hear the cry of distress from the
people of suffering Cuba at our very door-steps. Again we hear the charge
that American character lacks ideals and lofty sentiment, and love of
humanity; and you know we wero told that Wall Street then did not want
a war, and that our officials wero under its control, and that the congenial,
lovable President, William McKinley, was cartooned in a felon’s garb and
pictured as tho tool of the money Interests, while, with a martyr’s patience,
he was biding his time until proper preparations could be made, and we
could strike with the approval of all mankind, and the test hour came, as
it always does, in American life, and again the very men who were accused
of a lack of ideals and lofty sentiment, left their places here in your city,
and their brokers’ and their bankers' desks, and came down to camp at
Sea Girt. I saw them there, they gave up positions of S5.000 and
810,000 a year, and wont down to the front, and pledged their honors and
their fortunes and their lives in a cause in which they could have no other
interest than that of brotherhood and humanity.

They marched through tho dewy, dripping, tropical depressing forests
of Cuba, up tho heights of San Juan, into the bloody streets of alkali
though they had been made for sacrifice— a splendid vindication again of
American talent, and in this hour, when a world tumult beats about us,
when it seems that wo have forgotten our duties and our responsibilities
to the other nations of the earth; when apparently we view tho perpetration
of wrong, without the outburst of moral indignation, that stirs to action,
when apparently the nation’s conscience slumbers, and like the Levite of
old, we pass by on tho other side, while our neighbors suffer misery and
bloodshed, when lulled into a false sense of security, we slothfully fail to
prepare for tho storm that some day will break upon us— and the problems
that cannot always be put aside— still, in this hour of apparent national
indifference and decay, as | review the precedents of American history, and
remember how the people of this country have rallied in every crisis, and
found no sacrifice too great to serve the right, I am confident that when
the hour strikes American manhood and American character will vindicate
themselves; and under tho leadership of the Chieftain of this land, make
America honored and respected by all the peoplo on the earth.

Great has been our progress, but it is great because greater has been our
character. The one is the outgrowth of the other, and so long as prosperity
continues and wealth multiplies, the silent forces that create the one and
make for the other, will be the unparalleled, unsurpassed type of American
character— typified realized ideals in the 90.000,000 of people that cling
to this land from sea to sea, to guard its peace and liberty.

As | look ahead through tho years yet to come, when peace shall reign,
when nations shall raise the sword against nations no more; when man
shall call the weak his brother, and the unfortunate his neighbor, there, in
the dawns early light of that distant future, | soe the Star Spangled Banner
still waves, and American character still survives.

Again we hear

SIR EDMUND WALKER ON CANADA'S PART
THE WAR.

“Financial

IN

A discussion of tho Aspects in Canada of the

W ar” was furnished at the banquet last M onday night of the
Trust Companies of the United States, hold at tho W aldorf-

Astoria under tho auspices of tho Trust Company Section
of tho American Bankers' Association. Sir Edmund W alker,
cC.v.0O., LL.D., D.C.L., President of tho Canadian Bank of
Commerce,

in addressing the meeting on the subject, stated

that when the Dom inion fiscal year closed on March 31 1916

Canada’'s exports (leaving out gold and bullion) exceeded
its imports by 249 million dollars; for the present calendar
year, he said, the excess of exports is over 345 millions.

He also called attention to the fact that an army of 400,000

has been raised “in a country which thought it had nothing

to do with war,” and “we have at the same time,” he con-
tinued, “produced the munitions and foodstuffs which so
enormously altered our trade position.” He added that

“our problem at the moment is to supply, not only men for

fighting purposes, but also men and women to work our fields,
mines, forests, factories, & c., so that we may clothe and feed
build

plant efficient and produce

our soldiers, do the same for all at home, enough to

of
covering many thousands of

keep the national munitions

war of every conceivable kind,

different articles from wheat to shells.” The following

extracts are taken from his address:

At the end of Canada’s fiscal year, March 31 1913, the climax of a period
of great expansion, we found that we had Imported goods to the value of
300 million dollars more than we had exported, and owed more than 125
millions besides for interest on securities held abroad. We are thus 425
millions on the wrong side internationally, and we had to sell, mostly in
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Great Britain. 400 millions of new securities to help to square the account.
The natural contraction which followed improved the figures, so that by
March 1914 the excess of imports was only 180 millions, but as our interest
bill of course increased this left us still about 320 millions on the wrong side.

A few months later wo had to face the outbreak of war, and the financial
prospect for Canada was particularly bad. How could wo hopo to correct
such an unfavorable situation, and as our deficit must bo met by a sale of
securities abroad, how were wo to keep Canada’s credit in good shape,
since England could not and would not now buy a dollar’'s worth for any
new purpose? The last loan placed in London by the Dominion Govern-
ment— one of 25 million dollars— was In March 1915, but this was not
supposed to be for war purposes.

Steps wero taken by the Government to prevent the hoarding of gold,
and to avoid financial disturbance, but most of those precautions seemed
later not to have been necessary, although, doubtless, they produced the
desired result by their existence. Building operations, or the fixing of
capital in any other form of national or private betterments practically
stopped. A widespread feeling of the necessity for economy prevailed,
and by March 1915 wo had reduced the excess of imports to 36 millions.
Even then, with interest by this time probably amounting to 150 millions,
wo were about 185 millions on the wrong side. As the European market
for our securities disappeared, a market was rapidly created in the United
States and the passage from the period of an excess of imports to that of an
excess of exports was thus mado without the strain we had expected.

When the war bogan it seemed clear that Canada would bo obliged to
borrow her share of the cost of the war, and, great as was the burden borne
by Great Britain, she agreed to lend us, | believe, although 1 do not speak
with authority, $5,000,000 a month. As most of our expenditure at that
time was made at homo, this was a material help to our finances.

In July 1915, mainly because of capital expenditures which could not be
arrested, Canada made her first loan in Now York, borrowing 25 millions
for one year and 20 millions for two years.

By the end of 1915 we began to feel the good effects of the stoppage of
public and private building, and the exercise of public and private economy,
and of the export of all kinds of munitions, such as foodstuffs, clothing,
saddlery, shells, rifles, &c. It became evident that we could and should
pay opr own war charges without aid from Great Britain, and as the business
of making shells and kindred munitions began to expand and take shape
it also became evident that we must so finance the payment for such muni-
tions as to enable Great Britain to pay to some extent in treasury bills
instead of in cash.

In November 1915 the Finance Minister offered to the Canadian public
an issue of 50 millions. This was the first issue ever offered in Canada,
as the 45 millions was the first over offered in New York. It was also
the largest loan over offered by Canada in its history. New York is a groat,
money centre; Canada is not a money centre in any important sense.
Would the public take it? Could they take it? ‘I'lio response, as you
know, camo in subscriptions of over 100 millions, the most amazing thing
in the history of Canadian finance. The Government concluded to accept
tho 100 millions and to set asido 50 millions as a credit in connection with
the munitions being made in Canada for Great Britain.

In March 1916 tho Finance Minister .brought out his second loan in
New York, this time one of 75 millions, repayable in 5, 10 and 15 years.
Of this, 25 millions practically replaced a similar amount borrowed in 1915
for onho year.

When the Dominion fiscal year closed March 31 1916 wo wore delighted
to find that, loaving out gold and bullion, our exports exceeded our imports
by 249 millions, so that, from the international point of view, we wore
well able to pay our foreign interest, and a large part of our war charges.
For the present calendar year the excess of exports is over 345 millions.

Following the action of the Government in setting aside 50 millions for a
credit in connection with munitions for the Imperial Government, the banks
were called on to consider to wliat extent they could aid by buying Imperial
Treasury obligations. This they have done to the amount of 100 millions
and they liavo undertaken to purchase 100 millions more in 1917.

In September the Minister of Finance brought out his second war loan
in Canada, and this time he confidently asked for 100 millions. The loan
was underwritten by the banks to the extent of 50 millions, but the sub-
scriptions amounted to over 200 millions, and not only did the banks obtain
nothing on their underwriting, but tho subscribers received only from
about 35 to 50% of their subscriptions, except in the caso of small amounts.

This brings up to date the wonderful story of our national finance since
the collapse of trade expansion in 1913.

We liavo done better than wo could have imagined in our wildest dreams,
but how much more can we do, and when the war is over can we pay tho
debts which have been incurred? This is where wo should abandon tho
use of tho dollar mark and try to get at tho real facts of life. Our problem
at the moment is to supply not only men for fighting purposes, but also
men and women to work our fields, mines, forests, factories, See., so that
we may clothe and feed our soldiers, do the same for all at home, build
enough to keep the national plant efficient and produce munitions of war
of every conceivable kind, covering many thousands of different articles
from wheat to shells.

Wo have done this successfully for an army of over 400,000 men, and we
do not doubt our ability to go on to the end. Continued success in our
share of the war does not now depend so much upon national finance as
upon tho supply of men and upon tho economy of tiie individual. Wo must
supply many more men and wo must not lessen our production of all classes
of munitions. We cannot do this without harder work and longer hours
for those who remain in Canada, and clearly not without tho employment
of women in tho place of men to a very much greater extent than wo have
done thus far. Only thus can more men be freed to go to the front,
whether they go willingly or by conscription, and only through economy
such as wo have not begun to exorcise can tlie task bo successfully accom-
plished. We are trying to teach our people that if a wago earner restrains
his desiro, or evon his apparent need, to spend, and thereby saves $100,
and if ho invests it in our war loans, he has put just $100 more of fighting
power into the British army, which will absolutely not be available if he
does not savo the amount. Even if he only deposits his savings in a bank
he will aid tho cause; almost as effectively. This saving of $100 by a
workman may seem a trifling matter, but let me say that in the aggregate
it becomes one of tho most important aspects of the war, and if tho thrift
campaign about to bo inaugurated meets tho measure of success that it
deserves much ot our anxiety about tho future financing of the war will
disappear.

We say to our people that—

Thrift for the individual is excellent,
importance.

Thrift for the sake of Canada, thrift for the sake of tho Empire, thrift
to win tho war should be our cry.

We shall not fail for men, difficult as enlistment may be.

Wo shall not fail because of our inability to make or to procure war sup-
plies.

If we fail it will bo because we have wasted on unnecessary things tho
money tliat would have won the war.

but just now that is of minor
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Our problem, then, is to keep enough men in the firing line, to take care
of them, to make all the munitions for the Allies that we can, and to pay
the interest on our foreign indebtedness, so that Canada shall bear her part
in the war as nearly as possible out of her own resources. If we can do
more than this every dollar we can invest in the British Treasury obliga-
tions issued in payments for the munitions we have supplied, is in effect
so much of an offset to our own war indebtedness. So if any man, rich or
poor, withstands his desire to spend his money on something he can do
without, whether he puts his savings into a war bond or into a bank, he has
by that .act helped to win the war. Carried out to its full extent this wotdd.
of course, reduce us to the condition of those living in the war zone, but each
man must decide just what economy means in his case, and what he may
safely do, having regard to those dependent on him, should not be very hard
to determine.

When the soldiers come home and the orders for munitions stop, what
then? Frankly, I do not know, nor do 1 believe there are any who do.
We can estimate the force of some of the factors in the situation, but we
cannot even guess at the number of factors, good and bad, to be considered.
In 1865 most people thought that the United States was facing bankruptcy.
How could a total national and private debt of about 6 billions be paid?
How could employment be found for a million and a half of soldiers coming
back from the front? In less than three years, however, these problems
had been solved, and by 1868 business had become good. The expansion
of business which followed the period of sharp readjustment after the war
was so vast that by 1873 the country had to face the greatest panic the world
had ever known. We shall probably have a bad time for a while, but the
experience of the United States and the futility of all attempts to gauge
the future since the war began shoidd warn us not to prophesy but to be
prepared for almost any emergency.

How long the war will last we do not know. How much our national
debt will be we do not know. What we do know is that, if we do not falter,
wo can win the war.

When we have won the war, if our share of cost has been mainly borne
by Canada itself or does not too largely represent money borrowed else-
where, tho burden can be borne, because it will mainly consist of the trans-
ference of money from Canadians as taxpayers to Canadians as bondholders,
and, howover hard that may be on the taxpayer, the country cannot be
ruined by the mere readjustment of a debt which it owes to its citizens.
In any event, we should remember that taxation, so long as it is not really
oppressive, may be met by increased energy and increased economy, and
in a wasteful country, such as Canada has always been, there is a large
margin on which to draw.

When the war is over and the painful task of reorganizing our industries
is accomplished, we shall find that many things have adjusted themselves.
Tho places in the community, once filled by our gallant and ever-memorable
dead, will bo filled by women and girls, by boys called on for the time to
work as if they were a few years older than they are, and by men working
a few years longer than their energies would ordinarily warrant.

Our obligations will demand that we produce to the last possibility from
farm, forest, sea and mine and from our factories. We shall possess for
our industries plant, capital, skill in our workmen, enterprise in their em-
ployers, such as we could not have possessed but for the war Any surplus
of labor not required in the factories will, if we have great depression, turn
to tho land, but we hope that the desire for an open air life on the part of
many a soldier, the high prices obtainable for all farm products, and the
many advantages of a country life, will lead thousands to take up farming,
not as a last resort, but as the fundamental source of our prosperity.

That there will bo much immigration into Canada | do not doubt. The
tide from Europe may be slow during the time of rebuilding in the de-
stroyed areas, but slow or fast, how can we doubt that Canada, with the
last great area of unplowed land in a democracy, with a sufficient water
supply, with the climate which bred the men of St. Julien, of Festubert,
of tho youth of all countries? Our difficulty will not be so much the want
of immigrants as to decide whether they are to be allowed to settle with us,
seeing that'we shall want to know what kind of comrades they will prove
if we have ever again to fight for our liberties.

NON-POLITICAL, CONSTRUCTIVE AND CONSISTENT
' RAILROAD REGULATION, SAYS I. L. LEE,
IS NEEDED.

That it is of vital importance that the public understand

and support a policy of railroad regulation which will centre

its attention upon building and providing facilities rather

than primarily upon punishments for evils of the past was

made by Ivy L. Lee,

the

the point brought out in an address

formerly assistant to the President of Pennsylvania

Forum of the First Con-

Feb.

the
Church,

is here and has come to stay, said M r.

IiR . bofore Friday Evening

gregational Jorsey City, on 23. R ailroad

regulation Lee— “that

is sound and no enlightened railroad officer objects to it.”

W hat is needed above all else, he contended, is “non-po-

litical, consistent regulation.” W e also give

the following from his remarks:

The most alarming feature of the present railroad situation, involving
as it does congestion and shortage of facilities throughout tile country, is
that comprehensive plans are not being made to provide against similar
crises in tho future.

When the Pennsylvania Railroad got tied into a knot in 1902, that com-
pany immediately planned a schedule of improvements and developments
upon a scalo hitherto unknown in this country. Other railroads did the
same. Such ability as railroads have evinced to carry the abnormally
increased traffic of the past two years has been largely due to the far-
sighted plans of railroad managers, undertaken from ten to fifteen years
ago.

Railroads cannot bo built in a day. Indeed some features of improve-
ments planned fifteen years ago, such as the bridge over Hell Gate in New
York providing an all-rail connection to the New Haven road, are not yet
completed. Had this been completed perhaps the car situation of the past
year on the Now Haven road might have been somewhat improved.

To-day railroads are living from hand to mouth. A good deal of money
is being spent but it is only for improvements which are absolutely re-
quired to handle the business of the moment. Railroads are not taking a
long look into the future and making provisions for carrying the normal
Increase in the country's trade.

This Is not because the railroads do not know what is needed and are not
eager to go ahead. Tho fact is that railroad managers are “chafing at the
bit;” they know what ought to be done, but they are powerless to do it.

And all of that for this obvious reason: the railroads cannot get the

constructive,

money.
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Tho Now York Central Railroad recently tried to issuo $2.5,000,000 of
now stock at par, but did not succeed. The Southern Railroad attempted
to work out a comprehensive financial scheme, but also without success.

These cases are symptomatic. Other companies would have attempted
to issue securities but for fear of suffering just what has happened to the
Now York Central and tho Southern.

Last year not a single share of stock was listed on tho New York Stock
Exchange for new railroad building in the United States. It was tho
first year sinco railroads were invented that no one was willing to take
chances in the investment of money for new railroad building in tho United
States.

And all this in the year of tho greatest apparent railroad prosperity in the
history of the country.

But the fact is that railroad prosperity cannot be measured by its gross
profits; the real test is tho ratio those profits return upon the property in-
vestment necessary to provide them.

The railroads of the United States in the nine years ending Juno 30 1916
spent $5,800,000,000 in now money for increased or
facilities.

But even in the apparently prosperous year 1916 tho increased earnings
of the railroads over 1907 were only about 5% upon the new money in-
vested since that date.

In four of these nine years the companies earned less net than they did
in 1907, before they began to make this hugo capital investment.

Investors placo their money where they can obtain the greatest return
upon it with tho least risk.

Commissions say tho railroads are earning enough money. But money
for new work must bo obtained from private investors who determine for
themselves whether a return upon a proposed investment seems adequate.

If the returns from railroad business either past or prospective do not
attract tho privato investor’s money, the assertions of commissions that
railroads are earning an “adequate return” are about as effective in pro-
viding increased transportation facilities as would be tho antics of a howling
dervish seeking to arouso tho emotions of a bronze idol in a Buddhist tem-
pie.

Tho trouble with our system of regulation is that it has devoted itself
so largely to an attempt to prevent existing investors from obtaining moro
than an "adequate return” upon their investments.

Railroad regulation— probably in response to the public opinion of the
country— has been dovoted to the restriction of profits. It has neglected
its function of Insuring tho provision of tho adequate facilities needed to
handlo the growing business of the country.

improved railroad

TRAINMEN TO ACT IF SUPREME COURT FAILS TO
DECIDE EIGIT-IIOUR LAW NEXT WEEK.

In a statement to tlio railroad brotherhoods,
Feb.
that in the event of tho Supremo Court failing to hand down

issued by the

heads of the four organizations on 14, it is indicated

a decision in tho Adamson Eight-Hour Law on M arch 5 the

trainmen will be justified in taking aggressive action. W o

quote the following from the circular:

At tho Chicago meeting of tho general chairmen Jan. 11 and 12, it was
decided to suspend further action and wait on the Supreme Court a reason-
able time for a decision in tho Adamson Eight-hour Law, which wo had
every reason to beliovo would be forthcoming within a very few weeks.

Tho Supremo Court adjourned until March 5th, without making any
decision. For the past few days tho possibilities of being involved in tho
international war seem great and precludo tho possibility of immediate
radical action. Meanwhilo, arbitrary detrimental legislation has been
presented to Congress, which we are combating in every possiblo manner,
and will continuo to do so. It is hoped that tho present Congress will
adjourn without passing these vicious laws. A new Congress, which is
moro evenly divided politically, will probably bo called in special session
March 5.

Wo shall assume that, if no decision is handed down regarding tho
Adamson Law when tho Supremo Court reconvenes on March 5, wo havo
complied with the terms of tho agreement entered into at Chicago and have
waited a reasonable timo and will bo justified in taking aggressivo action
if needs be.

A favorable decision of the Supreme Court as to the Adamson Law will
bring back pay on an eight-hour basis from January 1 last.

Wo are pressing on and will continuo to do so as fast as possiblo.
expect to establish an eight-hour day soon,
aggressivo action if necessary.

Wo
peacefully wo hope, but by

As bearing on the demands of the trainmen tho following

from a speech of Elisha Lee, Chairman of tho National

Conference Com mittee of tho Railways, is pertinent:

When tho train brotherhoods formulated their demands for higher wages
and mado their appeal to the public on tho 8-hour working day principle,
tho railroad managements pointed out that tho 8-hour day was not in-
volved in tho demands— that they were, in fact, stright-out demands for
an increase in tho hourly rate of pay, with a still larger increase in overtimo
compensation.

Loaders of tho Brotherhood campaign stoutly denied this. In a joint
statement to tho public a year ago, tho four brotherhood chiefs said:

Tho men are not asking for moro pay. Thoy aro asking for a shorter
workday. Tho demand is based wholly on tho absolute boliof of tho men
that the eight-hour day is tho proper workday, and when thoy havo worked
that number of hours thoy havo fully complied with overy reasonable
requirement that pertains to a fair day’s work. P

A statement has been frequently mado by tho railroads that tho present
demands of tho railway train service) employees are not really for an eight-
hour day, but aro intonded to securo Increased wages. This is not truo.

But events of tho past few months havo cleared tho atmosphero. It has
been made plain to tho country that tho brotherhoods woro not asking for
a real eight-hour day, did not want one, and would vigorously opposo any
efforts to givo them one. Tho author of tho 8-hour wago law enacted last
summer, Mr. Adamson, Chairman of tho House Committee on Inter-State
Commerco, drew up a now bill this winter providing for a real eight-hour
day in train service. Recognizing that thero were peculiar conditions in
tho operation of railroads that would mako an 8-hour workday imprac-
ticable in many cases, Mr. Adamson provided in his new bill that tho
Inter-State Commerco Commission should bo tho judge of tho practicability
of tho 8-hour day as applied to various services and localities.

This bill immediately aroused vigorous opposition in tho brotherhoods
and their leaders went to Washington to protest against its enactment.
Not only did they opposo this now bill, but through Mr. Carter, tho head
of the Firemen’s Brotherhood, they let It bo known that thoy would bo
glad to see the original Adamson Law, or any other similar law, either de-
clared unconstitutional or repealed.
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Mr. Carter, in a public statement of a few days ago, said that tho brother-
hood movement of last year was for tho purposo of securing an increase in
tho rate of wages per hour.

Mr. Stone, tho head of tho Engineer’s Brotherhood, appearing beforo the
House Inter-State Commerco Committee, a month ago, very frankly stated
that an eight-hour workday could not bo applied in train sorvico. Let me
read you his answers to questions from Mr. Barkloy, a member of Congress
from Kentucky:

Mr. Barkley.— Is it possible and practical to put into effect an eight-hour
day absolutely on railroads?

Mr. Stono.— No; nor nobody ever contended that there was any such
intention. AIll tho schedules in existence to-day are a basic day. For
oxample, if at tho end of eight hours a crew was out on tho road between
stations somewhere, common sense would say that that crew should take
tho train into tho terminal and not leave the train on tho main line unpro-
tected, becauso tho eight hours was up.

Mr. Barkley.— Would it be possible to arrange schedules of trains on a
eight-hour basis?

Mr. Stono.— No; | don't think so in freight movements, for tho roason
that the physical conditions of the country arc so that it is not always
possible to locato division points at exactly a hundred milos, which is tho
basis of tho day’'s work now. It may not bo possiblo to get torminal
facilities, and there are many things that enter into it.

Mr. Barkley.— Of courso, reasonable men would tako account of acci-
dents or dolays and unavoidable things of that sort, but in tho normal run-
ning of the trains, assuming that thero is not going to be a breakdown of the
engine, and assuming water would bo available, and other oxpoctod things
would happen, can the railroads put into effect a schedule that would make
tho eight-hour day workablo without rearranging tho terminals?

Mr. Stono.— No, sir; they could not.

Tho hearings before the Intor-Stato Commerco Committcos of tho two
Houses of Congress this winter havo been very effective in bringing about
a clearer understanding of tho truth of this wliolo controversy.

FINDINGS OF COMMITTEE WHICH INQUIRED INTO
ALLEGED LEAK IN PEACE PROPOSALS.

Solo responsibility for the so-called “leak” of information

concerning President W ilson's peace note is charged in tho

report of tho House Rules Com mittee to two nowspaper cor-

respondents. Tho report was filed with tho House on
Feb. 27 by Robert L. Henry, Chairman of tho Com m ittee.
Tho correspondents named were W . W Price, formerly
with tho W ashington “Star,” and J. Fred. Essary, W ashing-
ton correspondent of tho Baltimore “Sun.” Tho Committee
reported that no evidence adduced showed that any of the

correspondents present at the famous interview with Secre-

tary of State Lansing on tho morning of Dec. 20, when he
announced a note would bo forthcoming, had been guilty
of any breach of confidence. The report, it is said, purports

to show that Prico and Essary learned of tho note from some

of those who were present at the Lansing conference and that
they gave out the information immediately to stock brokors
with whom

Tho

they had been in the habit of communicating.

Com mittee does not contend that either of them saw

tho note, or that they conferred with public officials on the

matter and then violated confidence. Tho Com mittee does,

however, express its disapproval of tho em ployment by Stock

Exchango houses of nowspaper men. Tho rules of the

New York Stock Exchango havo recently beon amended to

make such a practice illegal. Tho Committoo severely criti-

cized Thomas W Lawson and declared that no support or

corroboration whatever had been found for tho Boston

financier's accusations implicating high Government officials

and others as beneficiaries of the “leak.” It says:

Tho Commltteo has examined every person named or suggested by Mr.
Lawson; not one of them supported or corroborated theso charges. On
the contrary, everyone of thorn contradicted him. Not one of theso charges
of tho witness Lawson, therefore, was sustained by tho ovildonco. His
very statement in support of them proved to bo founded cither on pure
imagination or idle, irresponsible, or malicious gossip.

The Committee declares as false certain of the testimony

which F. A. Connolly, tho W ashington stock broker, with

whose firm R. Wilmer Bolling was associated, offered beforo

the Com mittee in New York, when ho testified that ho alone

had constructed the telegram which was sent from his house

to E. F. Hutton & Co. on Dec. 20. Essary contradicted

his testimony and said that ho had written tho
handed it to

tologram and

Connolly. The Committeo finds that no ovi-

denco was obtained to support tho assertion that O tto H .
Kahn of New York profited by a “leak.” Norwas it shown,
the Com mittee finds, that Bernard M Baruch had prior

information regarding tho peace note; nor did it dovelop that

M r. Baruch conferred, as anonymously charged, with Sec-
retary Tumulty at the Hotel Biltmore, Now York. M r.
Bolling, brother-in-law of tho President, is likowiso exon-
erated of responsibility for tho “leak” or of knowledge of
the peace note. Concerning Secretary Tumulty, whose
name was brought in in both tho Lawson and tho W ood
charges, the Com mitteo says: “No evidonce was adduced
or found indicating that Mr. Tumulty had speculated in tho

stock market or had been interested in such speculation.”

M rs. Ruth Thomson Visconti, named by Lawson as his

informant concerning the alleged connection of Tumulty and

Price with the “leak,” was declared by tho Com mitteo to
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have had no personal knowledge of the facts. The Com -

mittee also quotes tho denials made by Archibold S. W hite,
Fisk, M cAdoo, Stuart G.

Harding, of the of C. D.

Pliny M alcolm Gibboney and

Horace firm Barney & Co., and

adds:

After diligent search and Inquiry no evidence was offered, adduced or
found even Indicating that Secretary McAdoo had been guilty of any
Improper conduct or that ho is subject to criticism In any way.

Concerning the reference to tho testimony of E. F. Hutton
& Co., tho Com mittee, according to the “Times,” says:

The evidence left it uncertain whether tho firm of Hutton & Co. had
profited as a result of the advance Information by selling "short, although

tho senior partner, Mr. Hutton, admitted that as a result of a break he

had made a personal profit of some $25,000 or $30,000.

Sherman L. W hipple of Boston will receive $15,000 for the

work of himself and assistants, as counsel to tlm House

Rules Com m ittee in the inquiry. The fee was unanimously
approved by tho Com mittee on Feb. 20. T.lio total cost of
the inquiry, Chairman Henry said, would not exceed
$50,000.

U S SHELL CONTRACT AWARDED TO AMERICAN
'‘CONCERNS—BRITISH OBJECTIONS TO AWARD TO
ENGLISH CONCERN WITHDRAWN.

Contracts for 14,200 fourteen-inch armor-piercing shells

were awarded to three American manufacturers

19.

by Secre-

tary of tho Navy Daniels on Feb. Representatives of

the companies and Department officials reached an

agreement on a flat prico of $500 a shell. This is an in-

crease over tho prico on similar orders
is $447,500

recalled,

in previous years, but

the aggregate less than tho former total bid. As

will be tho Navy Department in January awarded

a contract for tho making of armor-piercing navy projectiles

to Hadfields, Ltd., of Sheffield, England, for tho reason that
its bid was lower and quicker delivery was promised than
by the Amorican firms. Tho contract awarded tho British

firm called for 3,000

l14-inch projectiles at $356 each.

10-inch projectiles
After

at $513 and 4,500
tho awarding of the
contract to Hadfields, itwas announced that tho British Gov-
ernment had tho

with

refused permission to concern to proceed

tho work on tho contract “so long as tho exigencies of

war continuo.”

On tho 1st inst. it was stated that Great Britain had with-

drawn her objection and made known her permission for
Hadfields, Ltd., to contract with tho United States navy
for tho 14and 16-inch armor-piercing shells. It isstated that

tho withdrawal of objection by tho British Government may

cause the Secrotary to re-award thecontract to thoBritishcon-

cern. Thoaward tothoAmerican manufacturers isdivided: the

M idvalo SteelCo., beingcalled upon to supply 5,000 shells, tho

Crucible Steel Co. 5,000, and tho W ashington Steel «& O rd-
nance Co. 4,200 shells. The companies guarantee delivery
in loss time than was agreed in their earlier bid. Tho
concern caused in England by tho award in January to
Hadfields was pointed out in a letter addressed to tho
M inister of Munitions by MacCallum Scott, M .P., who

asked that an explanation bo mado in tho matter reassuring

tho public. His letter said:

Tho announcement that Messrs. lladfipld, I.td., of Sheffield, have been
successful in obtaining a contract for the supply of 11-inch and 16-inch
shells to tho American Navy has caused much surpriso and comment
among tho workers on the Clyde at a time when tho demand for big gun
ammunition for our own army and navy is understood to bo unlimited. 1
am aware that there aro many possible explanations, as, for example, that
tho supply of such shells to tho United States is in return for the supply of
other essential ammunition, machinery and equipment for tho uso of our
own army from America, or that tho export of these costly shells may have
tho effect of keeping down tho foreign oxchango and securing cheaper sup-
plies of food for our people. Hut, whatever the explanation may bo. it is
not tho kind that ho who runs may read.

It would greatly reassure a certain section of public opinion which has
been disturbed by tho thought of a British firm selling to a foreign Govern-
ment for private profit ammunition which is so essential to tho success of
our army and navy if you would make some statement or explanation on tho
subject.

The London “Financial News” of Jan. 25 printed tho fol-

lowing statement by the Minister of Munitions, announcing

that it had been decided that no permission could bo granted

for tho fulfillment of tho contract “so long as tho exigencies

of tho war continuo.”

Tho attention of tho Minister of Munitions has been called to tho state-
ments which have appeared in tho press to tho effect that a contract had
boon awarded to Messrs. Hadfleld for the supply of armor-plcrcing shells for
tho United States Navy Department.

Tho Minister of Munitions desires it to bo known that tho wliolo output
of steel in tho United Kingdom is under his control, and that so long as tho
exigencies of tho war continuo no permission will bo, or can bo, given by
him to proceed with this work, seeing that it would involve tho employment
of men and tho uso of material for purposes other than thoso necessary for
mooting tho needs of ourselves and our allies

Tho Minister understands that Messrs. Iladfield, whon tendering, stated
cloarly that their offer was conditional upon permission being obtained to
manufacture tho shells.
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PRESIDENT WILSON ASKS CONGRESS FOR AUTHOR-
ITY TODEFEND AMERICAN COMMERCE.

Authority from Congress to enable him

of the

to use the forces

United States to protect American ships and lives

against attacks by German submarines was asked for by

President W ilson in an address before a joint session of the

Senate and the House on Monday last, Feb. 26. The Presi-

dent at the outset of his remarks referred to his appearance

before Congress a month ago, when he officially informed it

of the German Government'sintention to disregard its prom -

isesoflastApril andtoundertakeimmediate submarine opera-

tions against all commerce, whether belligerents or neutrals.

Four weeks of unrestricted submarine warfare, the Presi-

dent told Congress, has seen the destruction of at

(the

least two

American ships Housatonic and the Lyman M Law),

American commerce driven, in a large measure, from the

seas through undersea peril, and a resulting congestion of

America’'s vital industries growing more serious every day.

The fact that more American lives had not been lost, he
said, was due more to the fact that German submarine com -
manders had exercised “an unexpected discretion and re-

straint” rather than because of the instructions under which

they were acting. W hile conceding that the situation is

substantially the same as when he last addressed Congress,

the President nevertheless declared that “it would be fool-

ish to deny the situation is fraught with the gravest possi-

bilities and dangers.” “No thoughtful man, he added,

‘can fail to see that the necessity for definite action may

come at any time if we are in fact, and not in word merely,

to defend our elementary rights as a neutral nation.” Al-

though the President told Congress he was not acting be-

cause of the long feared
of the

“overt act,” news of the destruction

Cunard

liner Laconia, with Americans aboard, was
received just as he was entering the doors of the Capitol*
In his address President W ilson referred to the expiration

to-morrow of this session of Congress, and the fact that it

would probably require an unusual length of time to assem -

ble and organize the new Congress. In view of this, he
asked for “full and immediate assurance of the authority
which I may need at any moment to exercise.” The Presi-
dent stated that while no doubt he already possesses that
authority, without special warrant of law, by the plain im -
plication of his Constitutional duties and powers, he pre-
ferred not to act upon general implication. He was em -
phatic in his statement that “we must defend our commerce
and the lives of our people in the midst of the present trying
circumstances with clear and steadfast purpose,” and he
added that “only the method and the extent remain to be
chosen, upon the occasion, if the occasion should arise.”
The President requested that he be authorized to supply

our merchant ships with defensive arms, should that becom e

necessary, and with the means of using them, and to employ

any other instrumentalities or methods that may be neces-
sary and adequate to protect out ships and people in their
legitimate and peaceful pursuits of the sea. He also re-

quested that he be granted a sufficient credit toenable him

to provide adequate insurance against the present warrisks*

Tho President mado it clear that America was asking to

exercise none but the rights of peace; that he was not propos-

ing nor contemplating war. He was thinking, he said, of
the rights of lifeitself, therightsofhumanity “without which
there is no civilization,” rights deeper and more fundamental

than merelythe rights of Americans. “No course ofmy choos-

ing, nor of theirs,” said the President, “will lead to war.
W arcancomeonly by thewilfulacts and aggressionofothers.”
W e refer elsewhere to the bill passed by tho House on

Thursday empowering the President to arm merchant ships.
Gentlemen of the Congress:

I have again asked tho privilege of addressing you because we are moving
through critical times during which it seems to mo to be my duty to keep
in close touch with the Houses of Congress, so that neither counsel nor
action shall run at cross purposes between us.

On the 3d of February | officially informed you of the sudden and
unexpected action of the Imperial German Government in declaring its in-
tention to disregard the promises it had made to this Government in
April last and undertake immediate submarine operations against all
commerce, whether of belligerents or of neutrals, that should seek to
approach Great Britain and Ireland, the Atlantic coasts of Europe or the
harbors of the Eastern Mediterranean, and to conduct thoso operations
without regard to the established restrictions of international practice,
without regard to any considerations of humanity even which might inter-
fere with their object.

That policy was forthwith put into practice. It has now been in active
execution for nearly four weeks. Its practical results aro not yet fully
disclosed. The commerce of other neutral nations is suffering severely,
but not, perhaps, very much more severely than it was already suffering
beforo tho 1st of February, when the new policy of the Imperial Govern-
ment was put into operation.

Wo havo asked the co-operation of the other neutral Governments to
prevent these depredations, but so far none of them has thought it wise to
Join us in any common course of action. Our own commerce has suffered.
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is suffering, rather in apprehension than in fact, rather because so many
of our ships are timidly keeping to their home ports than because American
ships have been sunk.

Two American vessels have been sunk, the Housatonic and the Lyman
M. Law. The case of the Housatonic, which was carrying foodstuffs con-
signed to a London firm, was essentially like the case of the Frye, in which,
it will be recalled, the German Government admitted its liability for dam-
ages, and the lives of the crew, as in the case of the Frye, were safeguarded
with reasonable care.

The case of the Law, which was carrying lemon-box staves to Palermo,
disclosed a ruthlessness of method which deserves great condemnation, but
was accompanied by no circumstances which might not have been expected
at any time in connection with the use of the submarine against merchant-
men as the German Government has used it.

In sum, therefore, the situation we find ourselves in with regard to the
actual conduct of the German submarine warfare against commerce and its
effects upon our own ships and people is substantially the same that it
was when | addressed you on the 3d of February, except for the tying up
of our shipping in our own ports because of the unwillingness of our ship
owners to risk their vessels at sea without insurance or adequate protection,
and the very serious congestion of our commerco which has resulted— a
congestion which is growing rapidly more and more serious every day.

This, in itself, might presently accomplish, in effect, what the new Ger-
man submarine orders were meant to accomplish, so far as wo are concerned.
"We can only say, therefore, that tho overt act which | have ventured to
hope tho German commanders would in fact avoid has not occurred.

But while this is happily true, it must be admitted that there have been
certain additional indications and expressions of purpose on tho part of tho
German press and tho German authorities, which have increased rather than
lessened the impression that, if our ships and our people are spared, it will
be because of fortunate circumstances or because the commanders of the
German submarines which they may happen to encounter exercise an
unexpected discretion and restraint, rather than because of the instructions
under which those commanders are acting.

It would be foolish to deny that the situation is fraught with the gravest
possibilities and dangers. No thoughtful man can fail to seo that tho
necessity for definite action may come at any time, if wo are, in fact and
not in word merely, to defend our elementary rights as a neutral nation.
It would be most imprudent to be unprepared.

I cannot in such circumstances bo unmindful of the fact that the expira-
tion of tho term of the present Congress is immediately at hand by consti-
tutional limitation and that it would in all likelihood requiro an unusual
length of time to assemble and organlzo the Congress which is to succeed it.

I feel that | ought, in view of that fact, to obtain from you full and im-
mediate assurance of tho authority which I may need at any moment to

~exercise. No doubt | already possess that authority without special war-
rant of law, by the plain implication of my constitutional duties and
powers; but I prefer in the present circumstances not to act upon general

implication. | wish to feel that the authority and the power of the Congress
are behind me in whatever it may become necessary for me to do. We are
jointly the servants of the peoplo and must act together and in their spirit,
so far as we can divine and- Interpret it.

No one doubts what it isour duty to do. Wo must defend our commorce
and the lives of our people in tho midst of the present trying circumstances
with discretion but with clear and steadfast purpose. Only tho method and
the extent remain to be chosen, upon the occasion, if occasion should
indeed arise.

Since it has unhappily proved impossible to safeguard our neutral rights
by diplomatic means against the unwarranted infringements they are suffer-
ing at the hands of Germany, there may be no recourse but to armed
neutrality, which we shall know how to maintain and for which there is
abundant American precedent.

It isdevoutly to be hoped that it will not be necessary to put armed forces
anywhere Into action. Tho American peoplo do not desire it, and our
desire is not different from theirs. 1 am sure that they will understand
the spirit in which I am now acting, tho purpose | hold nearest my heart
and would wish to exhibit in everything I do.

I am anxious that tho peoplo of tho nations at war also should under-
stand and not mistrust us. I hope that | need give no further proofs and
assurances than | have already given throughout nearly threo years of
anxious patience that I am the friend of poace and moan to preserve it for
America so long as | am able. | am not now proposing or contemplating
war or any steps that need lead to it. I merely request that you will accord
me by your own vote and definite bestowal the means and tho authority
to safeguard in practice the right of a groat peoplo, who are at peace and
who are desirous of exercising nono but tho rights of peace, to follow the
pursuits of peace in quietness and good-will— rights recognized timo out
of mind by all the civilized nations of tho world.

No course of my choosing or of theirs will lead to war.
only by the wilful acts and aggressions of others.

You will understand why | can make no definite proposals or forecasts
of action now and must ask for your supporting authority in the most general
terms. The form in which action may become necessary cannot yet be
foreseen. .

I believe that tho peoplo will be willing to trust mo to actwith restraint,
with prudenco, and in the true spirit of amity and good faith that they have
themselves displayed throughout these trying months; and it Is in that
belief that | request that you will authorize me to supply our morchant ships
with defensive arms should that become necessary, and with the means of
using them, and to employ any other instrumentalities or mothods that may
be necessary and adequate to protect our ships and our peoplo in their
legitimate and peaceful pursuits on the seas. | request also that you will
grant me at tho same timo, along with the powers | ask, a sufficient credit
to enable me to provide adequate means of protection wherethoy are lacking,
including adequate insurance against the present war risks.

I have spoken of our commerce and of the legitimate errands of our peoplo
on the seas, but you will not be misled as to my main thought— tho thought

“that lies beneath these phrases and gives them dignity and weight. It is
not of material interests merely that wo are thinking. Itis, rather, of funda-
mental human rights, chief of all tho right of life itself.

I am thinking not only of tho rights of Americans to go and come about
their proper business by way of the soa, but also of something much deeper,
much more fundamental than that. I am thinking of those rights of
humanity without which there is no civilization. My theme is of thoso
great principles of compassion and of protection which mankind has sought
to throw about human lives, tho lives of non-combatants, tho lives of men
who are peacefully at work keeping the industrial processes of tho world
quick and vital, the lives of women and children and of those who supply
the labor which ministers to their sustenance. We are speaking of no
selfish material rights, but of rights which our hearts support and whose
foundation is that righteous passion for justice upon which all law, all
structures alike of family, of State, and of mankind must rest, as upon tho
ultimate base of our existence and our liberty.

I cannot imagine any man with American principles at his heart hesitating
to defend these things.

War can come
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REPUTED ALLIANCE WITH MEXICO AND JAPAN
SOUGHT BY GERMANY AGAINST U. S.

The Associated Press made public on Feb. 28 details of an

alliance with M exico and Japan against the United States

alleged to have been proposed by Germany in the event that

the United States became unneutral. A note embodying

instructions in the matter is reported to have been sentunder

date of Jan. 19 (before the severance of diplom atic relations

between Germany and the United States, and before the

public announcement had been made of Germany's intended
unrestricted German Minister von

Bckhardt

submarine campaign) to

in Mexico City by the German Foreign M inister

Zimmermann at Berlin. W e give the account of the proposal

as furnished at W ashington by the Associated Press:

Tho Associated Press is enabled to reveal that Germany, in planning
unrestricted submarine warfare and counting its consequences, proposed
an allianco with Mexico and Japan to make war on the United States, if
this country should not remain neutral.

Japan, through Mexican mediation, was to be urged to abandon her
allies and join in the attack on the United States.

Mexico, for her reward, was to receive general financial support from
Germany, reconquer Texas, New Mexico and Arizona— lost provinces— and
share in the victorious peace terms Germany contemplated.

Details were left to German Minister von Eckhardt in Mexico City, who
by instructions signed by the German Foreign Minister Herr Zimmermann,
at Berlin, Jan. 19 1917, was directed to propose the allianco with Mexico,
to General Carranza and suggest that Mexico seek to bring Japan into
the plot.

TJieso Instructions were transmitted to von Eckhardt through Count von
Bernstorff, former German Ambassador in Washington, now on his way
homo to Berlin under a safe conduct obtained from his enemies by the
country against which he was plotting war.

Germany pictured to Mexico, by broad intimation, Great Britain and
the Entente Allies defeated; Germany and her allies triumphant and in
world domination by the instrument of unrestricted submarine warfare.

A copy of Herr Zimmermann’s instructions to von Eckhardt, sent through
von Bernstorff, is in possession of the United States Government. It
is as follows;

"Berlin. Jan. 19 1917.

"On tho first of February we intend to begin submarine warfare un-
restricted. In spito of this, it is our intention to endeavor to keep neutral
tho United States of America.

“1f this attempt is not successful, we propose an alliance on tho following
basis with Mexico: That we shall make war together and together make
peace. Wo shall give general financial support and it is understood that
Mexico is to reconquer the lost territory in Now Mexico, Texas and Arizona.
Tho details aro left to you for settlement.

“You are instructed to inform the President of Mexico of tho abovo in the
greatest confidence as soon as it is certain that thero will bo an outbreak of
war with the United States and suggest that tho President of Mexico, on his
own initiative, should communicate with Japan suggesting adherence at
once to this plan; at tho same time offer to mediate between Germany
and Japan.

“Please call to tho attention of tho President of Mexico that the em-

ployment of ruthless submarine warfare now promises to compol England
to make peace in a few months.

“(signed) ZIMMERMAN.”

This document has been in the hands of tho Government sinco President
Wilson brolco off diplomatic relations with Germany. It has been kept
secret, while the President has been asking Congress for full authority to
deal with Germany, and while Congress has been hesitating. It was in
tho President’'s hands while Chancellor von Bethmann-lloliweg was de-
claring that the United States had placed an interpretation on the sub-
marine declaration “never intended by Germany” and that Germany had
promoted and honored friendly relations with tho United States "as an
heirloom from Frederick the Great.”

Of itself, if there were no other, it is considered a sufficient answer to the
German Chancellor’s plaint that the United States “brusquely” broke off
relations without giving "authentic” reasons for its action.

The document supplies the missing link to many separate chains of
circumstances which until now have seemed to lead to no definito point. It
sheds new light upon the frequently reported but indefinable movements
of tho Mexican Government to couple its situation with tho friction between
tho United States and Japan.

It adds another chapter to the celebrated report of Jules Cambon, French
Ambassador in Berlin before the war, of Germany’s world-wido plans for
Stirring strife on overy Continent where they might aid her in tho struggle
for world domination, which she dreamed was close at hand. It adds a
climax to tho operations of Count von Bernstorff and tho Gorman Embassy
in this country, which have been colored with passport frauds, charges of
dynamite plots and Intrigue, the full extent of which never has been
published.

It gives new credence to persistent reports of submarine bases on Mexican
territory in the Gulfof Mexico; it takes cognizance of a fact long recognized
by American army chiefs, that if Japan over undertook to invade the
United States it probably would be through Mexico, over tko border and
into tho Mississippi Valley to split the country in two.

It recalls that Count von Bernstorff when handed his passports was very
reluctant to return to Germany but expressed a preference for asylum In
Cuba. It gives a now explanation to tho repeated arrests on the border
of men charged by American military authorities with being German
intelligence agents.

Last of all it seems to show a connection with General Carranza’s recent
proposal to neutrals that exports of food and munitions to tho Entonto Allies
be cut off, and an intimation that he might stop the supply of oil, so vital
to the British navy, which is exported from the Tampico fields.

What Congress will do, and how members of Congress who openly have
sympathized with Germany in their opposition to clothing tho President
with full authority to protect American rights will regard tho revelation of
Germany’s machinations to attack the United States, is the subject to-night
of the keenest interest.

Such a proposal as Germany instructed her Minister to mako to Mexico
borders on an act of war if, actually, it is not ono.

No doubt exists hero now that the persistont reports during tho last two
years of the operations of German agents not alone in Moxico, but all
through Central America and the West Indies aro based on fact. There
Isnow no doubt whatever that the proposed allianco with Moxico was known
to high Mexican officials who aro distinguished for their anti-Americanism.
Among them are Rafael Zubaran, Carranza's Minister to Germany, and
Luis Cabrera, Carranza's Minister of Finance.

It Is apparent that the proposal had taken definito form when Zubaran
returned to Mexico City from Berlin recently. His return from his foreign
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post was covered by the fact that Carranza had called
diplomats for "conferences."

Some time before that, Cabrera while still at Atlantic City in tho con-
ference of the American-Mcxican Joint Commission, had suggested in a
guarded way to a member of tho American section, that ho regretted that
tho Commission had not succeeded fully in settling the difficulties between
Mexico and the United States. For, he said, ho had hoped it might
continue its work and make peace for tho world.

When pressed for some details of how tiie Commission could restore
world peace, Cabrera suggested that the American republics controlled the
destiny of the war by controlling a largo part of its supplies. Mexico, ho
intimated, might do her part by cutting off exports of oil. Tho American
Commissioners dismissed his ideas as visionary.

Almost coincident with Zubaran’s return from Germany, Cabrera re-
turned to Mexico City, open in his expressions of anti-Americanism. Zuba-
ran, before being sent abroad, had represented General Carranza hero while
the Niagara mediation conferences were proceeding, and was no less
avowedly anti-American than Cabrera.

Meanwhile, Baron von Schoen, Secretary of the German Embassy here,
was transferred to the legation in Mexico City. No explanation could be
obtained of the reason for his transfer, and such Investigation as was possible
failed to develop why a Secretary from tho United States should bo sent
to the German legation in Mexico.

Baron von Schoen’s association with the moves, if any at all, does not
appear. The only outward indication that he might have been connected
with them is found in the fact that he had recently been detached from the
German Embassy in Tokio and was well acquainted with the Japanese
Minister in Mexico City.

Carranza's peace proposal was openly pronounced by officials here
an evidence of German influence in Mexico, who declared it was intended
only to embarrass tho United States. Then apparently, some influences
showed their effect on the course of the Mexican Government, and on Feb.
25 Cabrera, the Minister of Finance, issued a statement describing tho
"amazement” of the Mexican Government that tho American newspapers
have interpreted General Carranza’s proposal to cut off exports of munitions
as a suggestion that he might cut off shipments of British oil.

They were, Cabrera declared, “entirely groundless,” and that feature
of tho situation ended. There was an intimation that Germany'’s astound-
ing proposal that Japan turn traitor to her allies had been answered by
Tokio.

Count von Bernstorff's connection with the plot, further than serving as
the channel of communication, is intensified by the fact that the German
Embassy here was not merely tho medium of delivering a messago in this
instance, but was really a sort of headquarters for all the German missions
in Central and South America.

The German Naval Attache, Captain Boy-Ed, and tho Military
Attache, Captain von I'apen, whose recall was forced by the State Depart-
ment because of their military activities in this country, also were accredited
to Mexico, and between the outbreak of the war and their departure from
this country made at least ono visit there.

For months many naval officers here have believed that the mysterious
German sea raiders of tho South Atlantic must have found a base somewhere
on the Mexican coast, and that such a base could not bo maintained without
tho knowledge and consent of Mexican officials. Last November tho
British Charge d’Affaires at Mexico City presented to the Carranza Foreign
Office a notification that if it was discovered that Mexican neutrality had
thus been violated the Allies would take “drastic measures" to prevent
a continuance of that situation.

In a note almost Insolent in tone, Foreign Minister Aguilar replied to tho
Charge d’Affalrcs that, in effect, it was tho business of the Allies to keep
German submarines out of Western waters, and that If they were not kept
out,Mexico would adopt whatever course the circumstances mightcommend.

To German influences also have been attributed in some quarters tho
vigorous steps taken by tho do facto Finance Minister to forco loans from
the Banco Naclonal and the Bank of London and Mexico, owned by French
and British capitalists. Tho institutions were closed by the Mexican
officials and some of tiieir officers imprisoned and held for weeks despito
repeated protests by France, Great Britain and the United States. -

Reports of German machine guns and German gunners in the Carranza
army have also been persistent, although tho relative importance of that to
tho proposed alliance is not fully established. It is recalled to-night, too,
that last November, when the Moxican-American Joint Commission was
making its futile efforts to adjust the difficulties between the two countries
the Austro-llungarian Minister in Mexico City, County Kalman Kama
Votkanya, made a trip to the United States on what he described as a
"secret mission.”

A suggestion Interpreted by some officials as an indication that Germany
might havo made approaches to Mexico at that time was made by Cabrera
in an address at Philadelphia on Nov. 10.

"The foes of the United States will certainly assume to bo friends of
Mexico,” said Mr. Cabrera, “and will try to take advantage of any sort
of resentment Mexico may havo against tho United States. Mexico,
nevertheless, understands that In case of a conflict between tho United
States and any other nation outside America, her attitude must bo one of
continental solidarity."

It has been an open secret that Department of Justice agents in their
investigations of plots to vilate American neutrality by setting on foot
armed expeditions in Mexico have more than once uncovered what appeared
to bo trails of tho German secret service. A few days ago, Fred Kaiser,
suspected of being a German agent, was arrested at Nogales on charges
brought under the neutrality statutes. Department of Justice agents de-
claring ho had attempted to obtain military information on tho American
side of the border and had cultivated tho society of American army officers
with an apparent intention of promoting those efforts.

Last July, when W. Il. Schweibz, who claimed to be a former German
army officer, escaped into Mexico at Nogales after arrest on similar charges,
the Deputy Marshal who tried to follow him was stopped by Mexican
authorities.

The full extent of tho evidence of Germany'’s plotting against tho United
States, gathered by the American Secret Service, may become known only
according to the courso of the futuro relations between the two countries.
It is known that much evidence of tho operations of the German Embassy
and persons who were responsible to it has never been permitted to come
out, because officials preferred to guard against inflaming the public mind
in the tense situation with Germany. The public amazement which a full
exposition of tho evidence in the hands of tho Government would cause
cannot be overestimated.

Only to-day the Council of National Defense, created by Act of Congress,
issued an appeal to all Americans to show every consideration for aliens in
this country:

"W e call upon all citizens," said the appeal, "if untoward events should
come upon us, to present to these aliens, many of whom to-morrow will be
Americans, an attitude of neither suspicion nor aggressiveness. Wo urge
upon all Americans to meet these millions of foreign born with unchanged
manner and with unprejudiced mind.”

In many of his
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PRESIDENT WILSON CONFIRMS AUTHENTICITY OF
GERMAN NOTE TO ALIGN JAPAN AND
MEXICO AGAINST U. S.

Confirmation of the authenticity of the note which the
Associated Press announced on Wednesday had been sent
by the German Foreign Secretary, Herr Zimmermann, to
the German Minister of Mexico seeking an alliance with
Mexico and Japan against the United States, came from the
Administration at Washington on Thursday, the 1st inst.,
when President Wilson, in response to a Senate resolution
submitted to that body a report by Secretary of State Lansing
announcing that the Government has in its possession “evi-
dence which establishes the fact that the note referred to is
authentic and that it is in possession of the Government of
the United States.” The President’s reply to the resolu-

tion follows:
Washington, D. C., March 1 1917.
To the Senate:

In response to the resolution adopted by tho Senate on March 1 1917
requesting the President to furnish the Senate, if not incompatible with the
public interest, whatever information he has concerning the note published
in the press of this date purporting to have been sent Jan. 19 1917 by the
German Secretary for Foreign Affairs to the German Minister to Mexico,
1 transmit herewith, a report by tho Secretary of State, which has my
approval. WOODROW WILSON.

Secretary Lansing’s report submitted to the Senate by
the President said:

To the President:

The resolution adopted by the United States Senate on March 1 1917
requesting that that body be furnished, if not incompatible with the public
interest, whatever information you have concerning the note published in
the press of this date, purporting to havo been sent Jan. 19 1917 by the
German Secretary for Foreign Affairs to tho German Minister to Mexico,
1 have the honor to state that the Government is in possession of evidence
which establishes the fact that tho note referred to is authentic, and that
it is in possession of the Government of the United States, and that the
evidence was procured by this Government during the present week; but
that it is, in my opinion, incompatible with tho public interest to send to the
Senate at the present time any further information in possession of the
Government of tho United States relative to the note mentioned in the
resolution of the Senate. Respectfully submitted.

ROBERT LANSING.

The Senate without comment ordered the report and letter
printed and referred to the Foreign Relations Committee.
The resolution adopted by the Senate calling for the submis-
sion to it of information concerning the note was one offered
by Senator Hoke Smith of Georgia as a substitute for an
earlier one presented by Senator Lodge. The adoption of
the resolution came at the close of a day of solemn debate,
which reached a climax with Republican Senators joining
Democrats in condemning the attitude of Senator Stone,
Chairman of the Foreign Relations Committee, who declared
the story of the plot was given out by the Government to
affect public opinion, and insisted upon asking the President
whether the information was received from the representa-
tive of any belligerent nation.

The subject came up soon after the Senate assembled
and engrossed attention nearly all day, in spite of the mass
of legislation awaiting action. Senators on both sides of
the chamber expressed amazement at the story and declared
if it were true the Senate should be informed. Senator
Swanson, the fourth Democratic member of the Foreign Re-
lations Committee, announced that he had been authorized
by the President to say that the note from German Foreign
Minister Zimmermann to the German Minister at Mexico
City was “substantially” correct as published. Senator
Lodge at once moved that the President be asked to inform
the Senate whether the Zimmermann note was authentic
and to furnish any other information about it not incompati-
ble with the public interest. This was referred to the
Foroign Relations Committee, which soon reported it favor-
ably with minor amendments. Chairman Stone, having
been voted down by his committee, carried to the floor the
fight to learn how the note came into the Government’s
possession. He insisted that if any of the nations at war
had furnished it, the Senate and the country should know it,
and proposed an amendment embodying the question.
During the long debate Senator Hoke Smith made a sugges-
tion which served to overcome the doubts of many Senators
as to the propriety of questioning the President in regard to
so grave a matter on which he had not seen fit to communi-
cate voluntarily. Tho Georgia Senator pointed out that for
the Executive on his own initiative to send such a document
as the Zimmermann note might be construed as a request
for a declaration of war, whereas he probably would be
gratified to have it in the Senate’s hands at its own request.
The Senator offered the following as a substitute for the
Lodge resolution and amendment, this substitute being
adopted:
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Resolved., That tho President bo requested to furnish to tho Senate what-
ever information he has concerning the note published in the press of this
date purporting to have been sent Jan. 19 1917 by tho German Secretary for
Foreign Affairs to the Gorman Ambassador to Mexico, which in his opinion
is not incompatible with tho public interest.

Tho Lodge resolution was as follows:

That the President bo requested to inform the Senate whether tho note
signed “Zimmermann,” published in tho newspapers of tho morning of
March 1, inviting Mexico to unito with Germany and Japan in war against
the United States, is authentic and in tho possession of tho Government of
the United States, and, if authentic, to send to tho Senate, if not incompati-
ble with tho public interest, any further information in tho possession of
the United States Government relative to tho activities of tho Imperial
German Government in Mexico.

Senator Stone’s amendment, which was adopted by tho
committee, but rejected by the Senate, added to the end of
the Lodge resolution these words:

And also to inform tho Senate as to whether the information in his posses-
sion respecting tho lotter signed “Zimmermann” originated with any Gov-
ernment or the official of any Government engaged in tho present war,
and if so, to inform tho Senate of tho facts.

In a final statement in defense of his action and in support
of his own amendment before the Senate had disposed of
the Lodge resolution and adopted tho substitute, Senator
Stone said:

The Prasident did not introduce this resolution— it was introduced by
tho Senator from Massachusetts. It may bo that somo Senators who have
become suddenly Indignant may think tho Senator from Massachusetts
represents tho President and speaks for him, but, ifso, the knowledge would
bo very surprising to many of us here. Tho President has not Indicated
that ho desired tho resolution to bo adopted.

Denying that the personality or prestige of tho President
is involved, Senator Stone asserted that Senator Lodge intro-
duced his resolution out of “patriotic curiosity.” He con-
tinued:

And now it is intimated that | am at fault for seeking to add a request
to that of tho Senator from Massachusetts who is so anxious to support
tho President, when it pleases him, and always so quick to opposo him when
It pleases him.

Turning to Senator Saulsbury, Senator Stone said:

Senators must bo exceedingly sensitive. There must bo somo nerves
running through their bones that start a brainstorm on very slight provo-
cation.

I shall use such power as | have to prevent this country entering tho war

until I feel that its vital interests and honor aro assailed and that there is
no honorable escape.

I am not saying anything that assails tho President. Without men-
tioning Senators by namo, I think I have stood as closely to tho President
and as firmly supported him as these gentlemen whoso nervous organisms
aro so delicate and whose olfactories enable them to detect an odor or smell
of possible danger that doesn’t exist.

| havo been frank with tho President. When I talk to him | talk as |
would to another Senator. | do not go to tho White llouso like some other
peoplo and immediately proclaim my admiration and approval of whatever
the President suggests. Tho President knows this. Wo talk together
man to man, and | flatter myself he holds mo in higher esteem than some
of tho trucklers who come and bow and say, “What do you wish?”

Tho President is a manly man, a courageous man, a man of aggressive
intellect. lie can tako care of himself anywhero on tho earth. | resent
and | will continue to resent anything that may bo said by any Senator
that concerns my sincerity of purpose or my sonso of duty.

Senator Stone finally stated that he would gladly accept

the substitute offered by Senator Smith.

STATEMENTS ON BEHALF OF JAPAN AND MEXICO
WITH REGARD TO GERMAN PLOT AGAINST U. S.
In addition to the issuanco by Secretary of State Lansing

on Thursday of a statement exonerating both Japan and

Mexico, in tho matter of Germany’s reported efforts to

align those Governments against the United States, pro-

nouncements on behalf of the Japanese and Mexican Gov-
ernments havo boon issued. Secrotary Lansing in his

statement of Thursday said:

Wo do not beliovo that Japan has had any knowledge of this, or that sho
would consider any proposition mado by an onomy.

Wo have confidence that Moxico would not bo a party to any such
agreement, in viow of tho friendly relations existing botweon this Govern-
ment and tho do-facto Government of Mexico.

In view of tho fact that the plan was not to be presented
until “it is certain that there will bo an outbreak of war
with the United States,” it was not cortain, tho Secrotary
is reported to havo said, that tho matter had been officially
presented to General Carranza at all. It is known defi-
nitely, officials said, that Zimmermann’s instructions reached
Count von Bernstorff in Washington, that he forwarded
them to Mexico City and that they reached the German
Minister there. At this point (the daily papers say) the
trail of official certainty is lost to viow.

The following statement was issued on tho 1st inst. by

the Japanese Ambassador at Washington, Aimaro Sato:

With regard to tho alleged German attempt at inducing Japan and Moxico
to make war upon tho United States, made public in tho press this morning,
the Japaneso Embassy, while lacking information as to whether such in-
vitation ever reached Tokio, desires to stato most emphatically that any
Invitation of this sort would in no circumstances bo ontortalned by tho
Japaneso Government, which is in entire accord and in closo relations
with tho Allied Powers, on account of formal agreements and of common
causes, and, moreover, whoso friendship with tho United States is overy
day growing in sincerity and cordiality.

At Mexico City Il. von Eckhardt, Gorman Minister to

Mexico, declared, on the 1st inst.,, that ho know nothing
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about the instructions alleged to havo been sent to him by
Foreign Secretary Zimmermann regardinga German-Mexican
alliance in tho event of war between Germany and the
United States. Herr von Eckhardt mado this statement
in the course of a reply to the question if ho had followed
the instructions alleged to have been sent to him by Dr.
Zimmermann. “You must go to Washington for your
information,” tho Minister said. “If you must say some-
thing you may say tho German Minister knows nothing
about all this.”

Tamokiohi Onta, Charge d’Affaires for Japan in Moxico,
declared he had not been approached in any way with a pro-
posal for any alliance with Mexico or Germany against the
United States. Garza Perez, Sub-Secretary of Foreign
Affairs, now in charge of tho Foreign Office in Moxico,
declared ho know nothing of the proposal mentioned. If
the proposal had beon presented by Minister von Eckhardt,
which ho personally doubted, ho said, it was presented
direct to Minister of Foreign Affairs Aguilar or General
Carranza.

Tho “Times” of yesterday printed tho following state-
ment issued by Ramon Do Negri, Charge d’Affaires at
Washington of the Mexican Embassy:

As Charge d’Affaircs of tho Mexican Embassy, | dosiro to dony tho par-
ticipation of my Government in the plot reported in tho morning papers.

I expect tho official denial of my Government will bo mado in tho reply
to the report which | havo forwarded to tho Foreign Office.

It was announced on the 1st that the Stato Department
had forwarded to tho Carranza Government a full account
of tho revelations. Anothor account went to tho Japanoso
Government.

NEW YORK CHAMBER OF COMMERCE URGES
ARMING OF STEAMERS.

A resolution endorsing the action of President Wilson in
discontinuing diplomatic relations with Germany and urging
the immediate adoption of such protective measuros as will
assure tho prompt resumption of regular steamship service
by American ships engaged in European trado, was unani-
mously adopted by tho New York Chamber of Commerce,
at a special meeting on Monday last, Fob. 20. Tho resolu-
tion was embodied in a report presented by tho Executive
Committee, dealing with tho “ Protection of American Lives
and Property at Sea,” in which the opinion was expressed
that the Government “should immedately equip all American
steamers carrying mail to and from Europe undor contract,
with naval guns and gun crews for their protection, that it
should notify the Imperial German Govornmont of its action
and that any attack upon these ships will be regarded as a
casus belli.”

N. Y. CHAMBER OF COMMERCE WOULD RESTRICT
WAR PROFITS.

In the following resolution, unanimously adopted at
Monday’s special meeting, tho New York Chambor of Com-
merce pledged its support “ to the principle that tho business
men of the country shall supply all services, commodities and
inventions required by the national Government at prices
which will yield a profit no greater than would bo received

in similar transactions with privato customers.”

Whereas, Tho experience of tho world has shown that whenever a country
becomes involved in war or is compelled to make unusual or liurriod prepara-
tions therefor, its necessities havo Invariably led to its having to pay
oxcessivo and often exorbitant prices for all sorts of supplies, thoreby
throwing an additional burden upon all tho peoplo while unduly enriching
a few; and

Whereas, It is tho duty of organizations of business men to aid tho Govern-
ment at such time to tho full oxtent of their ability; and

Whereas, Tho Chamber of Commerce of tho Stato of Now York recognizes
this duty and tho fact that there is an imperative necessity that this country
shall now prepare for war; therefore, bo it

Resolved, That the Chamber of Commorco of tho Stato of New York
pledges its support to tho principle that tho business men of tho country
shall supply all services, commodities and inventions required by the
national Government at prices which will yield a profit no greater than
would bo received in similar transactions with privato customers.
WELDING RING, Chairman IRVING T. BUSH
EUGENIUS Il. OUTERBRIDGE DARWIN P. KINGSLEY
FRANK A. VANDERLIP HOWARD C. SMITH
WILLARD STRAIGHT A. BARTON HEPBURN
SAMUEL W. FAIRCHILD For the Executive Committee.

New York, Feb. 25 1917.

NEW YORK CHAMBER OF COMMERCE FAVORS UNI-
VERSAL TRAINING.

A report in which tho conclusion is oxpressod that “uni-
versal training for military service and obligation to rondor it
when called upon furnish tho only method of providing for
adequato defense,” was unanimously adopted at Monday’s
special meeting of tho New York Chambor of Commerce.
The roport also voiced approval of the bill providing for tho
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gonoral training of young men in their nineteenth year,
prepared by tho General Staff of the Army at tho request of
the Senate Committee on Military Affairs. Tho report was
read at the meeting by Elihu Root, a member of tho Cham-
ber’'s Special Committee on Military Proparodness, which
drafted tho report. When the report came up for action
Ludwig Nissen moved that a sentence therein stating that
“we are on tho verge of war with a groat military power;
yet we aro practically defenseless,” bo stricken out. Mr.
Nissen expressed it as his view that this statement was not
in accord with facts, and he added that “when tho Secretary
of State used a similar expression tliero was a great disturb-
ance of tho economic conditions of tho country and many
persons suffered heavy losses.” While E. P. Maynard sec-
onded Mr. Nissen’s motion, tho vote showed tho majority
of tho membors in favor of the retention of tho sentence
and tho report was adopted unchanged.

STATE DEPARTMENT EXPRESSES CONFIDENCE IN

SWISS MINISTER DR. RITTER.

A statement expressing confidence in the conduct of Dr.
Paul Ritter, the Swiss Minister who is in charge of tho Ger-
man interests in tho United States, was issued on the 1st
inst. by Secretary of State Lansing. Dr. Ritter was charged
in some papers with having oxceeded his authority. Secre-
tary Lansing’s statement said:

I consider Dr. Ritter’s conduct has boon proper, and | regret very much
tho attacks made on him in tho papers. It is a wrong impression of tho
feeling hero. Wo ought not to have any feeling against a man doing his

duty faithfully, even if ho is caring for tho interests of a Government with
which wo have soverod relations.

CHANCELLOR IIOLLWEG ON SUBMARINE ISSUE AND
ONE-SIDED ATTITUDE OF U. S.

Cliancollor von Bethmann-Hollweg in his address to tho
Roichstag, delivered on Tuesday (Eeb. 27), dealt at length
with tho breaking off of relations between Germany and the
United States and gavo expression to his view of tho “one-
sided” neutrality of tho United States. Tho Chancellor
whilo stating that tho “rupturo with a nation which, by her
history, seemed to bo predestined surely to work with us, not
against us,” is regretted, added that, “since our honest will
for peace has encountered only jeering on tho part of our
onomies, thcro is no moro ‘going backward,’ tliero is only
‘going ahead’ possible for us.” Tho Chancellor set out that
“our enemies and American circles which aro unfriendly to
us thought that they could point out an important difference
botweon our course of action and that of tho British— Eng-
and, thoy havo satisfied themselves, destroys only material
values which can bo replaced, whilo Germany destroys hu-
man lives, which aro impossible to replace.” Great Britain
ho essayed, did not endanger American lives “only because
neutral countries, and especially America, voluntarily sub-
mitted to tho British orders, and because the British could
tlioroforo attain tlioir object without employing force.” If
Americans “had valued unhampored passenger and com-
modities traffic with Bremen and Hamburg as much as that
with Liverpool and London * * * then wo should
havo been Ireed from tho painful impression that, according
to America, a submission to British power and control is
compatible with tho essential character of neutrality but
that it is incompatible with this neutral policy to recognize
Gorman measures of defense.” Tho cablo accounts of the
speech, to tho press of tho United States, follows:

“ Ono step further than taken by European neutrals has been made__as Is
known— by tho United States of America. President Wilson, after re-
ceiving our noto of Jan. 31, brusquely broko off relations with us. No
authentic communication about the reasons which were given for his'stops
reached mo. Tho former United States Ambassador hero in Berlin com-
municated only in spoken words to tho State Secretary of tho Foreign Of-
fico of breaking orf relations, and asked for his passports. This form of
breaking off relations between great nations living in peace is probably
without precedent in history.

All official documents being lacking, | am forced to rely upon doubtful
sources that is, upon tho Reuter office’s version of tho contents of tho mes-
sage sent by President Wilson on Feb. 3 to Congress. In this version tlio
1 resident is roported to havo said that our note of Jan. 31 suddenly and
without previous indication intentionally withdrew tho solemn promises
made in tho noto of May, 1910. To the United States Government, there-
fore. no choice compatible with dignity and honor was left other than tho
way which had been announced in her note of April 20 1910, covering tho
caso if Germany should not want to give up her submarine method.

If these arguments aro correctly roported by Reuter, then | must do-
cidcdly protest against them. For more than a century friendly relations
botweon us and America have been carefully promoted. Wo honored them
— as Bismarck onco put it— as an heirloom from Frederick tho Great. Both
countries benefited by it, both giving and taking.

“ Since tho beginning of the war things havo changed on tho other side of
tho waters. Old principles were overthrown. On Aug. 27 1913 during
tho Mexican troubles, President Wilson in a solemn messago to Congress
declared that ho intended to follow tho best usago of international law by a
prohibition of tho supplying of arms to both Mexican parties at war against
each other. Ono year later, in 1914, these usages apparently were no longer
considered good.
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Countless materials of war have been supplied by America to the Entente,
and while the right of tho American citizen to travel without hindrance to
Entente countries and tho right to trade without hindrance with France and
England, oven through the midst of the battlefield, oven tho right of such
trade as we had to pay for with German blood— while all these rights were
jealously guarded, the same right of American citizens toward the Central
Powers did not seem to be as worthy of protection and as valuable

They protested against some measures of Great Britain which were con-
*7 7~ t° International law. they submitted to them. Under conditions
oft¥ ,KklIncl, an objection as to lack of respect makes a strange impression

V ith equal decisiveness | must protest against the objection that we.by
I I* manner in which we withdrew the assurances given in the note of May 4
offended the honor and dignity of the United States. From the very be-
ginning we had openly and expressly declared that these assurances would
be invalid under certain conditions.”
io?ch® Chancellor then recalled tho last paragraph of the note of May 4
m o . which ho read verbatim, tho last clause being: “ Should the steps taken
by the Government of the United States not attain the object it desires
nameiy, to have the laws of humanity followed by all the belligerent nations!

German Government would then be facing a new situation, in which it
must reserve to itself complete liberty of decision.”

Chancellor then continued: “As to the American answer given to
the Germaii note, it vias so absolutely contrary to what we in our note had
said clearly and without any possibility of misunderstanding, that a reulv
on our part would have changed nothing as to tho viewpoints maintained
by both sides. But nobody, even in America, could doubt that already
long ago, the conditions were fulfilled upon which, according to our declara-
tion, depended our regaining full liberty of decision.

"England did not abandon the isolation of Germany, but on the contrary,
intensified it in the most reckless fashion. Our adversaries were not made
to respect the principles of international law, universally recognized before
the war, nor made to follow the laws of humanity. The freedom of the seas
which America wanted to restore, in co-operation with us, during the war,
has been still more completely destroyed by our adversary, and America
has not hindered this. All this is common knowledge.

~Nenut *be cnd of January, England issued a new isolation declaration
for the North Sea, and in this period, since May 4, nine months had passed.
Could it then be surprising that on Jan. 31 wo considered that the freedom
ol tho seas had not been re-established, and that wo drew our conclusions
from this?

“But the caso extends beyond that of formal importance. Wo, who were
ready for peace, now by mutual understanding fight for life against an en-
emy who from the beginning put his heel upon the recognized laws of na-
tions. The English starvation blockade, our peace offer, its rebuke by the
‘.ntente, the war aims of our enemies purporting our destruction and the
speeches of Lloyd George aro known also in America.

‘7 weuld ful,y understand it if the United States, as a protector of inter-
national law, should have bartered for its re-establishment in equal fashion
)v, all tho belligerents, and if, desiring to restore peace to the world had
taken measures to enforce tho end of the bloodshed. But | cannot possibly
consider it a vital question for tho American nation to protect international
law in a one-sided fashion, only against us. Our enemies and American
circles which aro unfriendly toward us thought that thoy could point out
an Important difference between our course of action and that of the Brit-
ish. England, they have satisfied themselves, destroys only material val-
ues, which can bo replaced, while Germany destroys human lives, which
aro impossible to replace.

Well, gentlemen, why did tho British not endanger American lives?
Only because neutral countries, and especially America, voluntarily sub-
mitted to tho British orders, and because the British, therefore, could at-
tain their object without employing force. What would have’ happened
if Americans had valued unhampered passenger and commodities traffic
with Bremen and Hamburg as much as that with Liverpool and London?
If they had done so, then we should have been freed from the painful im-
pression that, according to America, a submission to British power and con-
trol is compatible with the essential character of neutrality, but that it is
incompatible with this neutral policy to recognize German measures of
defense.

“Gentlemen, let us consider tho whole question. The breaking off of
relations with us and tho attempted mobilization of all neutrals against us
do not servo for the protection of the freedom of the seas proclaimed by the
United States. These actions will not promote the peace desired by Presi-
dent Wilson. They must, consequently, have encouraged tho attempt to
starve Germany and to multiply the bloodshed.

Wo regret tho rupture with a nation which by her history seemed to be
predestined surely to work with us, not against us. But since our honest
will for ﬁea::o has encountered only jeering on tho part of our enemies there

y a<*ward.” Thereisonly 'going ahead’ possible for us.”

The Chancellor then insisted that England obviously endeavored to de-
clare that the use of tho submarine weapon was tho greatest crime of history
since, ho said, England considered herself the ordained ruler of the oceans

o op*

July H 1914 by Solr Pefrg);rScaor}tt)/to V\} %n[le%%llfee e}Peod aF; gr%euoftﬁgegs?ggté’sq
English authorities on naval history. Sir Percy, he said, predicted a sub-
marine war exactly as it has come about during this war, and declared that
no objection to it would bo possible on tho grounds of law or morality.
Sir Percy, the Chancellor added, obviously could not have considered that
tho present submarine warfare would become tho only German defensive
measure against the Entente Allies and the British starvation blockade

Tho Chancellor then turned to the establishment of tho barred zones
around England, France and Italy and to tho answers received from neu-
trals to tho communication made by the Central Powers. He said-

"W o by no means underestimate the difficulties caused to neutral ship-
ping, and wo therefore try to alleviate them as much as possible. For this
purpose wo made an attempt to supply raw materials, such as coal and iron
needed by them, to neutral States within the boundaries of our sea forces
But we also know that all these difficulties, after all. are caused only by
England s tyranny of the seas. *o*

“We will and shall break this enslavement of all non-English trade. Wo
meet half way all wishes of neutrals that can be complied with. But in the
endeavor to do so we never can go beyond the limits Imposed upon us by
tho RrevocaWe decision to reach the aim of the establishment of the barred

.17 am,sur0 that ,ater the moment will come when neutrals themselves
will thank us for our firmness, for tho freedom of the seas which we gain by
fighting is ofadvantage to them also.

il£ e“er?ly known- wo did not declare a blockade, but merely estab-
lished definite barred zones within which every ship has to count on imme-
dtato attack. That isolated ships escape danger is therefore self-evident.
But that does not change total success. This success we shall be able to
obtain partly by sinkings, partly by discouraging neutral shipping, which
already has happened in tho widest sense.
Thanks to tho incomparable bravery of our submarines, we are fully
willing to await with full confidence further developments, which will be
on tho increase."
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The Chancellor pointed out that this British starvation blockade was not
without precedent in English history. Premier Lloyd George himself,
said the Chancellor, had protested in the Parliament against the cruelty
by which the British victimized thousands of innocent women and children
of the Boers. Mr. Lloyd George stated that the death rate among children
below 12 years of age was In those concentration camps 41.6%. Joseph
Chamberlain, then British Colonial Secretary, admitted that the death
rate among children in the Orange Free State was temporarily 55% mthe
Chancellor recounted.

“These conditions,” he continued, “were the result of a systematic policy
of extermination under which women and children were insufficiently sup-
plied with food— not, perhaps, because there was a lack of food, but pur-
posely. The British at that time killed from 16,000 to 17,000 women and
children out of 150,000, thus making 12% of them victims of barbarous
British warfare. But now Britain desires to make victims of the women,
children, aged and ill of a nation numbering 70,000.000 people in order to
force them into submission.

“1t was England who from the beginning wanted to make this war not
a war of army against army, but a war of nation against nation, and after it
did so, and after its leaders announced in the face of our will for peace their
will for destruction, then for the German will for defense nothing was left
other than Goethe’'s word, according to which rudeness must be met with
rudeness.”

With respect to the submarine situation, the Chancellor recalled the Brit-
ish assurance that they would be masters of that danger, and added:

“But we can await this. Meanwhilo, | am able to declare that the suc-
cesses of our submarine warfare already obtained much surpass the expecta-
tions of our navy. | can of course give no definite figures. W e established
barred zones hardly four weeks ago, and within these four weeks is the per-
iod of grace allowed for such ships as were on their way on Fob. 1, and there-
fore could not be warned beforo.

“Reports from a largo proportion of our submarines have not yet been re-
ceived because they arc still on their way. But wherever reports are made
success has been great. Our enemies, of course, only admit part of their
losses. If all these were added together, then the figures published by us
to date in our newspapers, which only constitute part of the sinkings, dem-
onstrate that we can bo more than satisfied with the results obtained.
The reports made by our enemies and regarding which they particularly
boast, are no disappointment for us.”

The Chancellor pointed out that the German nation in the Reichstag's
last vote granting new war credits demonstrated to the whole world its
roadiness to continue the struggle until its enemies were ready for peace.
As to this peace itself, the Chancellor continued:

“To make promises of formulated and detailed conditions in my position
would be unproductive and precarious. Hostile leaders did this repeatedly.
They gave extravagant assurances to each other, but they merely brought
it about by this that they themselves and their nations were always more
deeply involved in the war.

"Their example does not tempt me. What | could say about the ten-
dency and aim of our conditions | have said repeatedly. To terminate the
war by a lasting peace which will grant us reparation for all wrongs suffered
and guarantee the existence and future of a strong Germany— that is our
aim— nothing less and nothing more."

The Chancellor briefly recalled his last apeech In the Reichstag, in which
ho announced that a proposal had been transmitted by Germany and her
allies to their enemies to enter into peace negotiations. He continued:

“Their answer was more rude and more presumptuous than any sensible
person In our country or in neutral countries could havo imagined. The
effect produced by this document of barbarian hatred and of insolence is
manifest to the whole world. Our alliances and our front stand the firmer
and the German nation is more united and no less resoluto than ever."

The Chancellor spoke briefly in regard to the general feeling of the Ger-
man nation, saying:

“A hard winter is behind us, especially for the poorer people. The diffi-
culties of railroad traffic increased, and the difficulties in supplying food and
fuel. Women and children became heroes. At no time has the spirit of
love of country stood the test as firmly in the midst of suffering and want.

“Gentlemen, since my last speech the military situation has hardly been
changed. Everywhere our fronts are made stronger, and our bravo soldiers
look with full confidence to their leaders, who are accustomed to victory.
Morally strengthened by the scornful refusal of our readiness for peace, on
our land fronts safely protected by the genius of our supreme army com-
mander, on our water front victorious and many times more prepared than
a year ago, for submarine war, we look confidently toward the coming
months, which— as we hope— will be followed by a happy termination of the
war.”

GERMAN PARTY LEADERS INDORSE CHANCELLOR'S
VIEWS.

Speeches by various party leaders in Germany supporting
the Imperial Chancellor were made following the close of the
latter’s remarks to the Reichstag on Tuesday. Below we
append the utterances of Dr. Peter Spahn, leador of the

Centre Party:

Our confidence in submarine warfare is firm, as it represents the earliest
possiblo termination of the war. The German nation will continue in future
as In the past to rest on the present monarchical basis and will adhere to
the present Constitution.

The Government's action in the matter of peace proposals has our entire
support. Tho Entente rulers set up proposals full of spite and hatred,
risking their crowns and tho lives of their subjects.

President Wilson's peace suggestion was brushed aside By their statement
of Conditions which were impossible of acceptance. Wo may reply that
the German Government in its peace offer made reservations providing
for tho freedom and development of our people. There was no reason
to mako known to the world In general tho details of our peace conditions.

Tho year’s balance has been unfavorable for our enemies, but they are
not yet convinced of our invincibility. The program for tho future drawn
up by Viscount Grey (tho former British Foreign Secretary) puts into the
shade all plans ever conceived for world domination. England, which pre-
tends to have been dragged into tho war against her will to protect small
nations, now continues the war with the plan of enlarging her territories
by one and one-half million square kilometres.

England Is attempting to starve even the people In Germany who take
no direct part in tho fighting. America has protested against this, but she
has refused to follow us.

With full appreciation of the seriousness of the situation we must hold
on and conquer, whatever President Wilson’s decision may be. The sub-
marine weapon can only be fully utilized if unrestricted, and serious dam-
age to England Is then certain.

The order for unrestricted submarine warfare involves the question of the
whole destiny of our empire. Wo wage submarine warfare not because
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wo are in a desperate position, but because we hope thereby to terminate
the war quickly. In this we are identical with neutrals for whom we gladly
have regard so far as this is compatible with our war needs. We express
our thanks to Sweden, Holland and Switzerland for their strict neutrality.

China’s abandonment of neutrality is striking and can only be explained
by pressure from the United States. Tho Pope has most strictly observed
neutrality and continues so to do.

It is misleading for anybody to talk about our giving up our claims to all
indemnity on the principle that everybody has to bear his own burden.
This standpoint is not shared by tho Chancellor. All damage and loss
of property must be borne by the originators of tho war.

We also quote what Count Fredrich von Westarp, Con-
servative Leader in the Reichstag, had to say:

The refusal of our poace offer was a blow in the face of the German people.
Tho Entente declined in its declaration to President Wilson to be compared
with us as human beings. The German people cannot stand such an insult
to tho honor of the ICaiser and his people. We are now employing our last
fighting weapon with which England’s vital spot will be directly hit.

In view of the recognition of the fact that England can reckon on the
support of the American people, tho German people stand united and deter-
mined behind the Kaiser, even those who until now have raised objections
against unrestricted submarine war.

Alluding to the submarine war, Count von Westarp said:

Our decision on unrestricted submarine warfare is immutable. The
whole world must be in no doubt of it. Everything must be avoided that
gives the slightest suspicion that we will yield anything hero.

President Wilson’s attempt to bring neutrals to his side completely
failed. We rejoice in that, and also that after our rupture with America
Mr. Wilson is done for as a peace mediator so far as we are concerned.

Count von Westarp outlined the Conservative Party’s
ideas of peace terms, saying:

Tho military safety of our frontiers must be attained, even if military and
economic objections thereto exist. As in the East, our flank must be pro-
tected. Tho high defensive and offensive value of tho Flomish coast is
obvious in strengthening our position against England. Gormany must be
invincible. -

SHIP LOSSES DURING FIRST MONTH OF UNRE-
STRICTED SUBMARINE OPERATIONS.

Merchant shipping of the Entente and neutral nations to
the extent of 4,998,500 tons, was destroyed or condemned
as prizes by the Central Powers during the period extend-
ing from the beginning of the war to the end of January
1917, it was officially announced in Berlin on Feb. 26.
During the month of January, according to the German
statement, 170 merchant ships of hostile powers, represent-
ing a gross tonnage of 336,000 tons, were destroyed through
the activities of the Central Powers. The official statement

of Feb. 26 reads as follows:

During January last 170 morchant ships of hostile powers, with a total
of 336,000 gross tons, were destroyed as a result of tho war measuros of tho
Central Powers. Of thorn, ninety-ono vessels with an aggregate of 245,500
gross tons were British. Besides these, fifty-eight neutral merchant ships
totaling 103,500 gross tons were sunk on account of carrying contraband
for the enemy. The total loss in shipping for the month was 228 vessel
with a total of 439,500 gross tons.

Since the beginning of the war, 4,357,500 gross tons of hostiio merchant
shipping has been destroyed. Of this,3,314,500 was British.

In addition, tho sea forces of tho Central Powers have sunk or con-
demned as prizes 450 neutral vessels, of a total of 641,000 gross tonnage.

Estimates based upon official figures of the British Ad-
miralty and reports received from other sources indicate that
over 180 vessels, representing a total tonnage of 470,-
000 tons, were sunk during the month of February, the first
month in which Germany’s unrestricted submarine war-
fare policy was put into practice. Of these 110 were British
vessels, and 20 belonged to other beligerent countries. Two
American vessels, the Housatonic and the Lyman M. Law
were sunk and the remainder were vessels of other neutral
countries. The three largest vessels sunk during the month
were the Cunard liner Laconia of 18,099 tons, the French
steamer Athos of 12,644 tons and the British steamer Afrio
of 11,999 tons.

BILL TOINCREASE GOVERNMENT REVENUES PASSED
BY SENATE.

The Administration revenue bill, which was passed by
the House on Feb. 1 passed the Senate early Thursday
morning, March 1 (just after midnight, 12.20 on Wednesday)
by a strict party vote of 47 to 33. The bill passed the Senate
in exactly the same form as adopted by the House, which
had approved the bill just as it had been reported on Jan.
26 by the House Ways and Moans Committee. The text of
the bill as it passed both the House and the Senate was given
in our issue of Fob. 3. Following tho approval of the
bill, substantially as it came from tho House, by the Demo-
crats of the Senate Finance Committee it was submitted to
the Democratic caucus of the Senate on Feb. 9— an amend-
ment which had been accepted by the Finance Committee
members on Feb. 8 was that proposed by Senator Undorwood
to tax oleomargarine two cents a pound, to bo paid by the
manufacturer, in place of the present tax of 10 cents a pound.

In the Democratic caucus on Fob. 9 Senator Thomas sought

| to secure the adoption of an amendment providing for the
l issuance of 8500,000,000 of non-interest bearing Treasury
I notes for the payment of national defense expenditures as
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proposed in a bill he had previously (Feb. 3) introduced in the

Senate. The amendment was, however, overwhelmingly
voted down. Senator Overman’s proposal to lay aside the
revenue bill and substitute a $500,000,000 bond issue was

also rojected by the caucus on Fob. 10. On the following
day the caucus amended the bill by limiting to four years
the excess profits tax provided for in the bill, instead of
allowing it to be continued indefinitely. Another amend-
ment, that of Senator Saulsbury was inserted, so as to pro-
vide that the present tax of 12X % on munition makers’
profits should end in six instead of twelve months after
peace is declared. Another amendment, requested by the
munitions manufacturers and proposed by Senator Sauls-
bury, approved by the caucus, provided that the 12}"%
taxes should first be deducted from their profits before the
extra 8% tax is computed. The caucus rejected an amend-
ment by Senator Lewis to add the Webb exporters’ coopera-
tive bills as a “rider” to the revenue bill. This action,
Senator Lewis declared, probably would prevent passage of
the Webb bill at the present session. With the disposition
of the bill by the caucus, final approval was voted by the
Finance Committee on Feb. 12. The 8% net profits tax,
increased inheritance tax, munitions taxes and proposed
$100,000,000 bond issue of the House bill were retained
in the bill as it went to the Senate. An amendment to the
language of the excess profits tax to clarify just what would
constitute capital invested, made before the bill reached the

Senato, raed as follows:

That for the purpose of this title, actual capital Invested means (1) actual
cash paid, (2) tho actual cash value of assets other than cash at the time
such assets were transferred to tho corporation or partnership, and (3)
paid in or earned surplus and undivided profits used or employed in the
business; but does not include money or other property borrowed by tho
corporation or partnership, whether evidenced by bonds or otherwise.

Another amendment adopted boforo tho bill was brought to
tho Senato would have permitted tho removal of imported raw
or unrefined sugars from vessels or bonded warehouses with-
out paymont of duty by giving bond as surety that such
sugars would bo refined exclusively for export. In his re-
port on tho bill Senator Simmons, Chairman of tho Senate
Financo Committee, indicated tho changes approved by
tho Committee as follows:

Your committee has mado but few changes in tho bill as it came from the
House. Tho amendments suggested are as follows:

"Excess profits tax:

"In addition to certain minor changes in verbiage in tho interest of
clarity, your committee recommends that the titlo of tho bill relating to
excess profits be amended in the following respects:

“ (1) Tho Houso bill exempts tho income of cortain insurance companies
from tho provisions of this title. Your committeo recommend that this
provision bo stricken out so that tho income of all insurance companies
will bo treated alike and upon tho same basis. B

“(2) Tho Houso bill exempts the incomo of partnerships derived from
agriculture or from personal services. Your committeo recommend an
amendment confining this exemption to the income of corporations or part-
nerships derived exclusively from personal services.

“(3) Your committeo recommend an amendment to tho House bill pro-
viding that the provisions of titles I and Il shall ceaso to bo in effect on
and after July 1 1921.

"Titlo IV.— Additional bond issue:

"Tho Houso bill contained no provision for the redemption of tho 3%
loan of 1908-1918, tho Spanish AvVar loan, which matures Aug. 1 1918.
Your committee recommend that tho Secretary of tho Treasury be au-
thorized to issue an additional number of bonds, not exceeding $03,945,400,
similar to those authorized by tho Houso bill, tho proceeds to bo used in tho
redemption of theso Spanish AVar bonds, and for no other purposo. Four
hundred million dollars of theso bonds were authorized by tho Spanish Avar
act of Juno 13 1898, but only $198,792,600 wero actually issued and sold
at par. There are now outstanding of this loan $03,945,460.

“Certificates of indebtedness:

"Tho Houso bill authorized tho Secretary of tho Treasury to issue so that
there shall at no time be outstanding in excess of $300,000,000 of tho short
term certificates of indebtedness under authority of the Spanish Avar
act of Juno 13 1898. Your committee recommend that this amount bo
increased to $500,000,000. A large portion of tho total revenues of tho
Government is now payable during tho last month of tho fiscal year. Un-
dor tho prosent law and tho provisions of this bill probably over $500,000,000
of rovonuo will bo collected during June 1918. Tho incomo tax, tho mu-
nitions manufacturers’ tax, and the excess profits tax aro all duo and pay-
able in Juno of each year. This is practically as much as will bo collected
during tho entire preceding eleven months. That is, while the disburse-
ments for 1918 may bo less than tho receipts for that year, still at certain
periods prior to Juno tho Treasury may need these certificates of Indebted-
ness to tide it over until the June receipts begin to como in.

"Incomo tax:

"Your committeo recommend that title I of tho rovonuo act of Sept. 8
1916 bo amended so that no taxable person shall bo released from tho pay-
ment of Incomo tax and that any contract horafter entered Into for tho
paymont of any fixed or determinable periodical i)ayments without the
withholding of tho sums authorized by the income tax laws or for tho re-
imbursements of any such amount so deducted or withheld, shall be void.

"Munitions Manufacturers’ tax:

"Your committcco recommend that tho time limitation as to when this
tax shall ceaso to bo in effect be changed from one year, as provided In tho
act of Sopt. 8 1916 to six months, after tho expiration of tho present Euro-
pean war.

"Margarine tax:

"Tho amendment to the Houso bill recommended by your committeo
relating to oelomargarino provides that what Is now known as oleomar-
garine shall hereafter bo known as margarine, and that instead of tho
presont tax of ten conts per pound on artificially colored margarino and
ono-fourth of one cent per pound on other margarine, a flat tax of two
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cents per pound shall be imposed upon all margarine. Regulations and
machinery for the prevention of the sale of margarine as any other product
than margarine is provided for in the amendment, as are also the license
taxes to be paid by manufacturers of and dealers in margarine.

“ Refined sugar in bond:

“Your committee recommend an amendment so that the works of re-
finers of sugar may be designated as bonded refining warehouses. This
amendment gives to these refiners certain privileges that they would not
have under the general provisions of paragraph M, section 4, of the tariff
act of 1913.

“Since tho estimates of disbursements for 1918 set out in the report of
the Committee of Ways and Means of the House, hereinbefore quoted,
tho Treasury Department has informed your committee of additional
estimated disbursements upon the part of the Avar and Navy departments
for the fiscal year 1918 amounting to about $31,000,000. This will result
as follows:

Estimated deficit in the general fund June 30 1918-....
Necessary working balance in tho Treasury

$333,400,000
100,000,000

Estimated amount necessary to be raised by bonds and new
revenue legislation ...$433.400,000
Bond issues to reimburse the Treasury:
For expenditures on account of Mexican situation to June 30
1917 $162,418,000

For construction of Alaskan railway to June 30 1918 21,838,000
For construction armor plate plant 11,000,000
TOtAl DONAS i e e $195,256,000

Balance necessary to be raised by new taxation $238,144,000
Estimated additional revenue under proposed act:

Excess profits tax $226,000,000

Estate tax 22,000,000
Total from taxation $248,000,000
Estimated receipts over disbursements for 1918 $9,856,000

Tho bill Avas reported to tho Senate by Senator Simmons
on Feb. 20. Senator Penrose, of Pennsylvania, ranking
Republican committeeman, with the introduction of the
bill, declared it was generally opposed by business interests,
and proposed a substitute revenue measure along protec-
tive tariff lines. The first vote in the Senate on separate
provisions of the bill occurred on Feb. 23 and was on Senator
Watson’'s amendment to have tho excess profits tax expire
on Dec. 31 1919 instead of July 1 1921, as provided in the
bill as reported to the Senate; tho proposal was lost by a
vote of 41 to 34. Late in the day Chairman Simmons, of
the Finance Committee, accepted an amendment by Sena-
tor Norris authorizing tho Secretary of tho Treasury to issue
tho bonds provided for in the bill in serial form, part to be
retired each year and all to be retired in twenty-five years,
displacing the original pnmsion that the bonds run for fifty
years. Although the amendment proposed to increase in-
terest rates by A % on bonds issued serially, Senator Norris
contended the Government Avould save many millions in
interest by taking the securities up gradually instead of
allowing them all to run for half a century. Senator LeAuvis,
of Illinois, proposed an amendment to authorize the Govern-
ment to seize food and other necessities of life which the
courts might declare Avere held in violation of trust laws to
enhance their price, paying a fair market price for goods so
taken and disposing of them at public sale for the benefit
of the public, but no action was taken on the proposal.

On the same day (the 23rd) tho Republicans of the Senate
began a filibuster, threatening essential pending legislation
and foreshadowing opposition to any request President
Wilson might make for authority to deal Avith the interna-
tional crisis after Congress adjourns. They did not chal-
lenge charges on the floor that they deliberately were seek-
ng to force the President to call an extra session. Although
tho Democrats believed the fight was aimed chiefly at the
Revenue bill, it dreAv prompt and hearty support from those
opposing any grant of additional power to the Executive
Avhich might result in aggressive action to protect Ameri-
can rights in the war zone. The trouble began when the
majority rejected an amendment modifying the excess profit
tax provision of the revenue measure. There Avas a con-
ference, presided over by Senator Lodge and participated
in by leaders of both Avings of the Republican party, in-
cluding Senators Penrose, Smoot, Weeks and Brandagee,
of the regulars, and La Follette, Poindexter and Norris, of
tho Progressive group. Returning to the floor, Republicans
began killing time, speaking one after another for hours on
perfunctory amendments. Late on the 24th an agreement
was finally reached providing for a vote on the bill on Wednes-
day (tho 28th) as indicated above, the bill was passed by
tho Senate on Thursday, stripped of all the amendments
which had been adopted after it had left the House on Feb. 1.
The voting on the amendments in the Senate began promptly
at 8 o'clock and the first to be killed were eleven proposed
by Senator La Follette to eliminate the bond issue provision
in the bill and substitute in its place higher income and in-
heritance tax rates. They were defeated by consistent
party majorities.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



834

The twenty-first roll call came on Senator Weeks’s sub-
stitute (introduced on Feb. 17) for the entire revenue bill
proposing an issue of twenty year serial bonds, redeemable
one-twentieth each year, and to draw interest at the rate of
3J"% and to be issued for $766,945,460. This amend-
ment was lost by a vote of 58 to 16. Many Republican
Senators voted against it, including all of the Progressives
and some of the conservatives like Penrose, Harding, Cur-
tis and Townsend. Early in the afternoon the Finance
Committee, under direction of Senator Simmons, dropped
all of the amendments put in by the Senate caucus and re-
ported out, including those limiting the munitions tax to
expire six months after the proclamation that the war in
Europe had closed and the limitations of the excess profits
tax. The amendments to clear up the ambiguity of the
House bill language in regard to invested capital were also
dropped. Another of the amendments eliminated was the
authorization of a refunding scheme for the $63,000,000
Spanish-American war bonds, which mature next August.
These are not provided for in the bill. The Senate also
struck out the Underwood amendment reducing tho tax on
oleomargarine, 59 to 21.

The bill provides that $175,000,000 of the taxes collected
under it and under the revenue bill of last year shall “con-
stitute a special preparedness fund,” to be used in army,
navy and fortification expenses. One of the principal ob-
jects of Republican criticism was the excess profits tax
feature of the bill, placing a tax of 8% on the net profits of
corporations and joint stock companies when they exceed
$5,000 a year, and are more than 8% of tho capital in-
vested. A second important feature will increase tho
present estate taxes 50%, fixing them at 1% of a not
estate over $50,000 to 15% of an estate over $5,000,000.
Bonds to tho amount of $100,000,000 are authorized to meet
expenses on account of tho Mexican situation, the construc-
tion of tho armor plate plant, the Alaskan Railway, and
the purchase of the Danish West Indies. Tho bonds are to
pay 3% and bo retired in fifty years. Tho Secretary of the
Treasury may issue $222,000,000 of Panama Canal bonds
already authorized but not issued so that with tho signing of
this bill he can issue over $300,000,000 in bonds. Authority
also is given to the Secretary to issue $100,000,000 of one-
year certificates of indebtedness at 3% . Ho now has au-
thority to issue these certificates in the sum of $200,000,000.
They are for the purpose of temporarily putting tho Treasury
in funds, because under tho present tax system much of the
Government revenue comes in a lump at the end of the
fiscal year.

The details of tho bond issues recommended in the report
as filed by Representative Kitchin in presenting the bill to
the House, follow:

To meet tho expenditures Incident to the Mexican situation to

Juno 30 1917, estimated at $162,418,000

Ditto Danish West Indi 25,000,000
Ditto construction of Alaskan Railway............. 35,000,000
Ditto armor plate plant - 11,000,000

Total
Bonds already authorized—

cireenn..$233,418,000

Shipping Act $50,000,000

Nitrate plant 20,000,000
Total $70,000,000
Total proposed bond Issue, $303,418,000

Panama Canal bonds which can bolssuedat this time------------- 222,000,000

Additional authorization of bondsnecessary------------ ----------e- $81,418,000

In their report in opposition to the bill tho Republican
members of the Senate Finance Committee, Senators Pen-

rose, Lodge, McCumber, Smoot, Gallingor and Clark, said
in part:

That additional revenue is necessary cannot bo gainsaid; that it would bo
necessary, notwithstanding threo provlous attompts of tho Democratic
Party to bolster the Underwood tariff law by direct taxation, was foretold
by Republicans only last summer. Tliero has been no fiscal situation, not
created by tho short-sighted policies of tho Democratic Party, that could
not havé"been met adequately by the imposition of duties upon the flood
of foreign-mado goods imported Into this country sinco tho enactment of
tho Underwood tariff law. Tho Government Is draining tho people’s
pockets for useless objects, such as the fruitless Mexican expedition costing
nearly $200,000,000; tho building of a railroad in frigid Alaska to cost
$35,000,000; the construction of a fertilizer plant to cost $20,000,000; an
armor plant at $11,000,000; for the purchaso of ships at exorbitant prices,
$5,000,000; for many thousands of new offices at a yearly cost of over
$40,000,000, and for manifold activities and agencies, many of them experi-
mental and of doubtful value, running tho cost of government far in excess
of practical business and necessary demands. All this load tho consumer
is bearing; It Is a tax on consumption in tho long run, and novor beforo has
tho A’Lneri(:kan cgnsumer So’éorelx‘ felt’gho Ssring o; dire’et ta);ation*

Wo believe tho estimates of revenuo under existing law will bo less by
$100,000,000; that tho disbursements this fiscal year and for 1918 will
exceed the estimates; that the deficits both years will aggregate in oxcess
of $500,000,000; that this bill, together with existing direct taxation laws.
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will bo fastened upon tho people permanently unless relief be had by resto-
ration of import duties that will yield $200,000,000 more revenue annually
and at tho samo time conserve our productive energies, both of capital
and labor.

Various business and insurance interests expressed their
opposition to the excess profits tax at a hearing before tho
Democratic members of the Senate Finance Committee.
A number of trade organizations also lodged with Congress
protests on tho legislation. On Feb. 20 the Pennsylvania
Legislature passed a concurrent resolution protesting against
the tax and against any other extension by tho Fedoral Gov-
ernment of taxes upon sources relied upon by the States for
their revenues. The measure declared the further extension
by the National Government of tho plan of raising its reve-
nue by taxes upon sources relied upon by the States consti-
tutes a serious menace to the fiscal plans of tho States.

Group 2 of the Pennsylvania Bankers’ Association at its
annual meeting on Feb. 12 also adopted a resolution opposing
the measure.

HOUSE PASSES BILL FOR ARMING OF MERCHANT
SHIPS.

A bill to empower tho President to arm morchant ships,
but not extending tho authority he requested to use “other
instrumentalities” in defending American rights against
submarine operations was passed by tho Houso on tho 1st
inst. by a vote of 403 to 13. The bill as introduced in the
House, immediately following tho President’'s address to
Congress on Monday (and said to have been approvod in
advanco by tho President) empowered him to furnish guns
and gunners to American merchantmen and to “omploy
such other instrumentalities and methods” as might be-
come necessary, and provided for a $100,000,000 bond is-
sue, to be used in the President’s discretion for war insurance
to encourage American commerce to bravo tho submarine
peril. All proposed amendments to tho bill, except those
added in committee, were rejected by tho House.

Tho bill, besides eliminating the phrase “other instrumen-
talities,” also carries a committeo amendment which would
prohibit insurance of munition-carrying ships undor tho
war risk fund to which the President is authorized to trans-
fer a part of the $100,000,000 derived from tho bond issue
provided for in tho bill. Such vessels are not being insured
by the Government now, but the amendment is considered
undesirable by the Administration. The final vote was
preceded by a roll-call on a motion of Representative Cooper
to send the bill back to the Foreign Affairs Committee,
which was beaten, 295 to 124.

At tho outset of the debate Chairman Flood, who intro-
duced the House bill, aroused intenso enthusiasm on both
sides. Every reference to America’s willingness to proteot
tho rights of citizens wherever they had a right to travel,
was met with a volley of applause. Ho citod that authority
for tho President to act as suggested in tho bill had boon
granted to other Executives in 1794, 1798, 1805, 1815, 1839
and 1856, and, incidentally, attacked tho pacifists pro-
testing against the bill. Tho thirteon members who voted
against the bill were:

Republicans— Bonedict of California, Cary of Wisconsin, Cooper of
Wisconsin. Davis of Minnesota, Uolgoson of North Dakota, LIndborgh
of Minnesota, Nelson of Wisconsin, Stafford of Wisconsin aud Wilson of
Ilinois.

Democrats— Decker of Missouri,Shackelford of Missouri and Sherwood Of
Ohio.

Socialist— London of Now York.

Among the amendments voted down was one proposing
to prohibit the arming of ships carrying munitions to bellig-
erent countries. This failed by a vote of 295 to 124. Rep-
resentative Cooper, of Wisconsin, ranking Republican of
the Foreign Affairs Committee, fathorod this proposal and
declared that to arm and defend merchant ships was a vir-
tual act of war. Representative Helgosen sought to secure
the adoption of a resolution to provido that nothing in the
bill should be construed to interfere with the right of visit
and search, was rejected by an overwhelming voto, as was
a proposed amendment by Representative Mooro, who
sought to have tho bill provide that tho Declaration of Lon-
don of Feb. 20 1909 should be declared a law of maritime
warfare. Representative Sloan’s proposal to provide that
“in granting protection to American ships no distinction
shall be made on account of tho ports or countries to wliioh
they maylbo bound,” was rojeotod, 196 to 103. Mr. Sloan
also offered an amendment providing that “no passports
shall be granted any American citizen intending to take
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passage on any ship bound for a foreign port and carrying
munitions of war.” That was voted down, 190 to 57.
Representative Kinkaid, Nebraska, proposed to include

a provision that “a policy of strict neutrality shall be main-

tained.” Ilis amendment was rojected on a viva voce vote.

An amendment offered by Representative Awustin of
Tennessee, directing that the terms of tho bill should be
mado to apply to tho protection of American citizens in
M oxico, went out on a point of order. Representative
D illon of North Dakota proposed an amendment declaring
that “nothing herein shall bo construed as a donial of a law -
ful attack of visit and search,” but this was rejected. W ith

tho passage of tho bill by tho House it was sent to tho Sonato,

whore it was expected that the Sonato com mittee’'s bill, ap-
proved by tho President and authorizing not only tho arm -
ing of ships but tho employment of “other instrumentali-
ties” would bo substituted.

THE ARMY APPROPRIATION BILL.

Tho Army Appropriation bill, carrying a total of about
$240,000,000, was passed by tho Ilouso on Feb. 22 without
a record vote. The bill provides for an appropriation of
$7,000,000 for arming and equipping the National Guard.

An effort was mado by Representative Caldwell of Now York

to include as an amendment a bill providing for universal
military training. The provision was defeated on a point
of order.

Tho Senate M ilitaty Affairs Com mitteo roported tho Army
28 and added nearly
Feb. 22,
$277,-

Appropriation bill to tho Senate on Fob.

$38,000,000 to tho bill passed by tho House on

bringing the total amount of appropriations to

480,708, is about $10,000,000

authorized for tho upkeep of the army

up
w hich in excess of tho amount

The prin-
is $13,600,-
making
Tho

last year.

cipal increaso allowed by tho Sonato Com m ittee

000 for camp and garrison

of $28,600,000 for

clothing and equipment,

a total appropriation this purpose.

Com mittee included in its roport a rider providing

Tho

Sonato

universal training. amendment follows

bill

for
tho

military
of tho the Com mittee and

10. Tho bill

drawn up by

on

provisions

favorably roported to tho Sonato Fob.

requires six months training without pay for all male citizens

of tho United States during their'nineteenth year. Exemp-

tions are confined to tho members of tho regular army and
navy, those physically unfit, those who are tho solo sup-
port of dependent relatives and those affiliated with religious
creeds which forbid them to bear arms. Tho latter class,
howevor, aro liablo for training in tho non-combatant
branches of tho army. It is estimated that tho bill would
provide for tho training of 500,000 boys annually, each of
whom would bo furloughed into a reserve for nino years
after training. Under tho bill all Government employment
would bo closed to those who could not produco certificates

of training or exem ption, and private employers would also

bo prohibited from employing any man who had evaded his

military training.

HOUSE PASSES BILL PROVIDING FOR PROHIBITION
IN WASHINGTON, D. C.

The llouso of Representatives on Feb. 28 adopted Senator
9 by a voto of

13

Sheppard’'s bill, the Senate on Jan.
55 32,
(page 131),

cating

passed in

to and referred to in theso columns on January

prohibiting tho manufacture, or salo of intoxi-

liquors, or tho gift of such liquors in tho District of

after 1 noxt. Tho voto in tho House was

The

N ov.
bill

Columbia,

273 to 137. does not provent tho importation of

liquors for personal use, or the manufacture, importation,

or salo of denatured methyl alcohol, or of ethyl

liko

exportation,

alcohol for scientific, medical and purposes, but their

manufacture and salo aro limited to licensed druggists or

manufacturers.

A motion mado in tho Ilouso to recom m it tho measure and

residents of the District to conduct a referen-

232 to 171.

authorize tho

dum voto on the issue was defeated,

PORTO RICAN CITIZENSHIP AND CIVIL GOVERN-
MENT MEASURE SIGNED BY PRESIDENT WILSON.

Tho Porto Rican measure recently passed by tho Illouso

and Sonato, granting residents of tho Island citizonship and

its form of government, and to which wo referred

(pago 718),

changing
last week was signed by Presi-

M arch 2.

in these columns

dent Wilson on

THE CHRONICLE

825

LLOYD GEORGE'S MEASURES FOR COMBATING
SHORTAGE IN SHIP TONNAGE.

with his previously announced intention,

British

accordance
Lloyd
the

In
M inister, made

23 his

Prime
Feb.

David George, the
House of Commons on
by

stocks

known to program,

rendered necessary tho situation growing out of the

food submarine
shipping

is grouped

shortage of and tho German war-

fare, for coping with the problem of shortage of

space. His plan for dealing with tho situation

heads— tho to increaso home production

the

under two first

and the second curtailment of non-victual imports.

Under tho first head Lloyd outlined a scheme for

up by

for his com modities over a period of years,

George

speeding the farmer guaranteeing him good prices

thus inviting him

to plow and sow every inch of available land. This he sup-

plemented by the announcement that the land-owner would

bo actually forced to cultivate his land. The speeding up
of the leisurely British farm Jlaborer— who for a score of
years has been regarded tho poorest paid laborer in Eng-
land was provided for by tho Premier by guaranteeing him
a minimum wage of 25 shillings per week instead of the pres-
ent 14 to 18 shillings.

Under tho head of curtailment of imports the Prime
M inister said he expected to reduce tho demands on cargo
space by several million tons. Foodstuffs, of which 16,-
000,000 tons were imported lastyear, will be cut down nearly

a million tons by lopping off certain luxuries. Paper users,

who already have been considerably curtailed, must hence-

forth get along with only half the supply they aro now re-
ceiving, thus saving 640,000 tons. Certain savings also
will bo effected in the import of ore, which now amounts to
8.000. 000 tons annually and in lumber, which at present
4.000. 000 tons. The Premier said that the ultimate su
cess of the Allied cause depended on the solution of the
tonnage difficulties with which they were confronted. Be-

fore the war the British tonnage had been just adequate,

and since that time there had been an enormous increase in

tho demand. M ore than a million tons of British shipping
had been allocated to Franco alone, and a very considerable
amount had been set aside for Russia and Italy. In ad-

dition a considerable amount had been sunk. He said that
for some time there had been a shortage of tonnage required

for tho general needs of the nation, and even a slight shortage

in the tonnage for military purposes. The nation should
realize absolutely what the <conditions were. He con-
tinued:

If wo take drastic measures wo can cope with tho submarine menace,
but if the nation is not prepared to accept drastic measures for dealing with
the menace disaster is beforo us. The Government is hopeful of finding
means of dealing with the submarine, but wo should bo guilty of folly if
we rested tranquilly upon the expectation of realization of that hope. We
have to deal ruthlessly and promptly with the tonnage problem by measures
which impose great sacrifices upon the country.

There aro three sets of measures— First, by the navy, as described by
Sir Edward Carson (First Lord of tho Admiralty); second, the building of
merchant ships; third, dispensing with unnecessary commodities from
abroad and production of as much food as possible at home.

Referring to the fact that the stocks of food in Great

Britain at tho present time are lower than they ever have

been beforo, Lloyd Georgo said it was essential for the life

of tho nation that every possible effort be mado to increase

homo production.

The opinion was expressed by tho Premier that food prices

wero not likely to decrease for a long time after the war,
inasmuch as Germany would then be a heavier purchaser
than over before. Therefore it was safe to grant to the
farmers a minimum price over a definite period of time,
w hich was tho only way to bring about immediate action.
Tho Premier announced that tho Government would
guarantee a price of 38 shillings 6 pence for oats this year,
32 shillings for the next two years, and 24 shillings for the
three following years. Tho price of potatoes will be guar-
anteed, for tho coming season only, at £6 a ton. For wheat
tho Government will guarantee tho farmer the following
minimum prices per quarter: For the present year, 60
shillings; for 1918 and 1919, 55 shillings; for 1920, 1921
and 1922, 45 shillings. Brewing will be cut down to 10,-

000,000 barrels annually. A similar reduction will be made

in tho output of spirits, affecting a saving of 600,000 tons
of foodstuffs. The Premier also announced that the im-
portation of books, periodicals and other printed matter

would be prohibited. The further account of his pronounce-

ments aro set out as follows in the Associated Press dis-

patches:

As essentials of the national life, the Premier enumerated food, clothing
maintenance, and equipment of the civil and military population at home
and abroad and raw material for munitions, for war equipment, and for
industries which are essential to the national life.

is

c-
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“These are essential,” said the Premier. “Anything beyond is a non-
essential and unnecessary article which the nation can dispense with. Ifwe
cannot, then we ought not to wage war and ask sacrifices of those fine fel-
lows who represent us abroad. It is idle to'suggcst that while millions of
our best citizens are facing the conflict abroad for a great cause we, who
are comfortablo at home, should not be prepared to surrender things which
are not a necessary part of our existence.

“Now | come to the reduction in food and feeding stuffs,” Mr. Lloyd
George said. “First, fruit and vegetables are essential articles of diet and
will come on the free list, but there are certain articles, largely imported,
which are not essential to the national life, although they are very de-
sirable, and which we think it necessary to diminish or prohibit altogether
and depend on home supplies. Oranges, bananas, grapes, almonds and
nuts are restricted to 25% of the 1915 imports. Apples and tomatoes will
be prohibited entirely. Of the 1915 imports aerated mineral and table
waters are prohibited and canned salmon is reduced to 50%.

“ As to tea we shall have to prohibit foreign teas altogether.
from considerable distances.
be reduced.”

After stating that there were large stocks of coffee and cocoa in the coun-
try, Mr. Lloyd George said that the Government must, for the time being
prohibit both these articles.

“For meat and feeding stuffs,” the Premier continued, “wo must to a
large extent depend on home-grown supplies. We have, fortunately,
larger stocks of meat than ever before. Taking all these categories, to-
gether with our food and feeding stuffs, we hope to bo able to save over
900,000 tons of cargo space per annum, which shows the extent to which
we have had to rely on foreign countries for commodities of that kind.

“ There are manufactured articles of luxury. They run into very much big-
ger figures than the House realizes. 1 did not realize it until I studied the
question. We shall have to stop a considerable number of these articles.
I regret it deeply In some cases, because a good many of them emanate from
France. Undoubtedly it will be a blow to certain French industries- but,
unfortunately, we are driven to it for the sake of saving tonnage, not
merely for ourselves but France and Italy also and | am sure that if they
had to choose between the two they would Infinitely prefer having ships
for_other purposes.

“Now | come to the very serious restriction upon our imported luxuries.
| am referring to those connected with alcoholic liquors. Our food stocks,
as | have already said, are lower than thoy ever have been before. Under
these circumstances we cannot justify the importation of such largo quan-
tities of foodstuffs, except for feeding the people. | say at once that we
are not approaching this from the viewpoint of temperanco or increased
sobriety, however desirable they might be, but purely as a method of com-
peting with the submarine menace and of guaranteeing the nation against
the possibility of famine and privation.

“in 1914 there were 36,000,000 standard barrels of beer brewed in this
country. In 1916 that was reduced to 26,000,000 barrels, partly owing
to the fact that two or three millions of the adult population had left these
shores. Early this year the food controller proposed a further reduction
to 18,000,000 barrels.”

Paying tribute to the patriotic spirit with which the brewery trade faced
restrictions that reduced their profits, the Premier continued:

“it isapowerful trade. Nobody knows better than my old colleagues
and myself what it can accomplish if its interests are menaced. But it ac-
cepted all this interference in a most laudable spirit of determination to do
all in its power to contribute to the safety of the nation. But wo must go
beyond that. It is absolutely impossibo to guarantee the food of the coun-
try without making a much deeper cut in the barrelage, and we must re-
duce it to 10,000,000 barrels. That means that we shall save 600,000
pounds of foodstuffs a year, which is nearly one month’s supply of the
cereal entering the country. That is a direct saving, but the Indirect
saving is a deal more and this is one of the most important contributions
that can be made at the present moment toward ending the war.

“ But we must guard against the danger in doing this of driving the popu-
lation from beer to spirits. That would be a serious disaster.  Therefore
there must be a corresponding restriction upon placing spirits on tho
market.

"There area few other restrictions on leather, raw hides, &c., which
will bo found in tho proclamation and which conclude the main restric-
tions the Government proposes to impose immediately.

“ Steps have been taken, the Promler added, to prevent speculative buy-
ing, and if necessary the food controller would take control of tho com-
modity. Tho restrictions had been carefully considered, and he asked tho
House to tako them as a whole.”

Tho Premier stated that ho had not the slightest doubt that if tho whole
program were carried out, and if all those who could help in production did
help, " I honestly say wo can face the worst the enemy can do, and that is

what we ought to be prepared to do.”

They come
To acertain extent Indian teas will have to

PAPER IMPORTS RESTRICTIONS.

The Premier then turned to the question of paper and

said:

1 had no idea that such quantities of paper were utilized for newspapers
and wrappings. They both consumo an enormous tonnage. | cannot
say whether | ought to treat newspapers as a luxury, a comfort, a stimulus,
a necessity, or a nuisance in life. They have been an enormous help to us
in the effective waging of the war. There is no better proof of this than
the brilliant success achieved by the Chancellor of the Exchequer in his
recent war-loan speech.

Still, when we have a chance to choose between them and very stern
necessity, | am afraid we shall have to deprive ourselves of a certain num-
ber of their pages and to substantially reduce the imports of paper and
material. Wb propose to have tho present supply of 1,200,000 tons and
reduco the annual imports to 640,000 tons, the reduction to bo distributed
equally between the printing and packing trades. We recognize that it is
a serious hardship, but feel that it is imperative.

The importation of books and periodicals, printed posters, paper hang-
ings, and certain kinds of foreign printing matter. Premier Lloyd George
added, would have to be prohibited. Otherwise it would be unfair to the
trade in Great Britain. Also, ho said, there would have to be restrictions
in the use of paper for posters, for catalogues and for Government depart-
ments.

Dealing with shipbuilding Mr. Lloyd Georgo said that he had made a
special appeal to labor and was convinced tho output could be very con-
siderably increased by an alteration in methods.

“Wherever payments by results have been introduced,” said the Pre-
mier, “there has been an increase in tho output of shipbuilding yards,some-
times by 20, sometimes by 30. and sometimes even by 40%. We have
made a special appeal to tho great trade unions to assent to the intro-
duction of these methods. In some yards thoy have already been intro-
duced. This also Involves the undertaking by employers that if larger
wages are earned by the men as a result of special efforts, no advantage
must be taken of that to reduce rates. The penalizing of good work by
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reducing the rate of payment has been one of the great follies of the past
that has caused the workingmen to fear piece rates.

“ it is essential that we should get as much work as possible out of the
shipyards, not merely for shipbuilding for the mercantile marine, but for the
building of craft for coping withsubmarines. Ourshipbuilding capacity
is the greatest in the world and is fairly adequate for the gigantic task
which is thrown upon it. The Italian, French and Russian contribution
is a very substantial one, but in the main the burden is on the shoulders of
Great Britain, and if workmen and employers of all classes in the com-
munity strive their utmost, | think Great Britain can bear that burden
successfully right to the end.”

Timber to the amount of 6,400,000 tons had been imported, he said, and
if this tonnage was to be saved, this timber problem must be dealt with.
Investigation was being made as to the best methods of economizing tim-
ber behind the lines and in England. The Premier stated that the United
Kingdom would endeavor to depend on its own resources for timber here-
after, the chief obstacle to production being an Insufficient force of skilled
workmen for cutting and finishing.

Another method was to make tho army in France self-supporting. The
French Government, said the Premier, had already placed two forests at
the disposal of Great Britain and he was afraid tho Government must ask
tho French to make further sacrifices. A third method was to get sufficient
labor to increase the supply of home timber for pit props and other pur-
poses. Tho next heaviest item of import is iron oro. Regarding this item
the Premier said:

“We aro importing millions of tons, but tho Importation cannot be di-
minished unless more iron ore is found in our country. There is plenty
of low grade oro, however, in this country, and if the supply of labor can be
augmented, we can increase enormously our output. Tho saving of
tonnage would be large, but unfortunately it would come later in the year.”

In his peroration the Premier said:

“1 know of no body of honorable men who would take for one hour the
responsibility for tho conduct of this terrible war unless tho nation was
prepared to take its share of tho sacrifices. | say it would bo a crime—
it would be a black crime—for any Government to ask the gallant men at
the front to risk their brave lives in tho coming conflict if they know the
effort of the nation was fainthearted, was selfish, and that their sacrifices
were thrown away.

“We have no right to ask it. For that reason I have come here, after
long deliberation and thought and on behalf of the Government to submit
proposals, which I hope the Commons will approve and tho nation will
carry out with unflinching and ungrudging hearts.”

In opening the debate on the statement of the Premier,

W alter Runciman, former President of the Board of Trade,

after alluding to the gravity of the pronouncement, said that

ethe last Government had adopted drastic measures of a

prohibitory nature in many directions, but tho country had

borne them with fortitude. D ifficult negotiations with the

Allies had

ject, he remarked, adding:

Our hardships hero arc mighty ones, as great as those of Italy, but, as a
matter of fact, there is a difference of temperament. Wo, in this country,
do not make tho same fuss about restrictions as did tho Italians. In this
country men are ashamed to give expresssion to their feelings, even if the
restrictions aro felt to bo hard.

M r.

to be conducted by the Government on this sub-

Runciman said he thought the Government should

endeavor to reduce the amount of tonnage used for Govern-
ment purposes, which at present was 63% . If it could be
reduced to 50%

bo

of tho total tonnage, he said, supplies would

to enter that

had

permitted freely the

he added,

to extent. If not,
members of the House,

shipping

not heard tho last of

the tale.

GREAT BRITAIN'S BAN ON FOREIGN PAPER.

W ith regard to Great Britain's now import restrictions

which bar “books, other printed matter, including posters,

and daily, weekly and other sixteen

the

periodicals exceeding

pages in length “Times”
date of Feb. 24 said:

In speaking of restrictions on paper imports yesterday. Premier Lloyd
George made it plain that tho barring out of foroign printed matter, such
as books and periodicals, had been decided upon not merely to savo tonnage,
but also out of consideration for tho British printing trades. To allow
foreign magazines to compete with homo productions undor the new con-
ditions, it is held, would be manifestly unfair.

As the same considerations do not apply to foroign newspapers which are
not in competition with tho British press it is possiblo that arrangements
may bo mado whereby their necessarily limited circulation in this country
will not be further restricted.

London advices of the same date in a reference to the ban

in a cable from London under

so far as it affects the periodicals in the United States said:
American periodicals, which wero becoming prominent on English news-

stands, will bo missed, as they will only be allowed in single copios, by mail.

The liberal newspapers of ad-

have criticised

the scheme. The
10,000,000
This

London

versely some details of “Daily Nows,”

for instance, is

be

indignant that
be

barrels of beer

will allowed to brewed. newspaper also re-

affirms that the agricultural production cannot be increased

if the army is allowed to draw away the laborers. The

“Daily Chronicle” maintains that if farm

be the

restrictions are to

minimized new measures must be accompanied by

many other measures, and also by a good deal of comman-

deering.

The London “Chronicle” Parliamentary correspondent,

according to advices

Feb. 24 said:

Some Members think the Prime Minister drow too dark a picture of the
existing situation, but there has boen so much complacent optimism In
this country about the war that a corrective was necossary. Lloyd
George Is right in refusing to mask tho realities, for you do not get rid of
them by covering them with a gauze of words and protonses.

special to the New York “Times” on
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The "Chronicle,” which, with other newspapers announces a further
reduction in size, says editorially: “The newspapers will suffer their new
losses and inconveniences readily In order to meet the needs, but wo sug-
gest to Neville Chamberlain and other Ministers who make such large
demands on the courtesy of the newspapers and take up such a great deal
of spaco for their announcements, that they should seek to discover somo
other moans of publicity.”

IMPORTS BARRED UNDER NEW DECREE OF GREAT
BRITAIN.

A list of articles, the importation of which is prohibited

under tho decree of Great Britain which went into effect on

Feb. 23, has been made public by tho “ O fficial Gazette.”

The list includes tho following

Agricultural machinery.

Boots and shoes of leather.

Raw fruits, except lemons & oranges.

Hides.

Gloves, leather.

Glass manufactures.

Linen and yarns and manufactures
thereof.

Canned lobsters and salmon.

Manufactured silk and skins.

Furs.

Food articlos containing sugar,
cept condonsed milk.

Tomatoes.

Raw cocoa and preparations thereof.

Coffee.

Cotton hosiery.

Cotton laco and articles thereof.

Curios.

Diatomine and infusorial earth.

Embroidery, needle work and fancy
goods known as Paris goods.

Fire extinguishers.

Ornamental feathers and down.

Flowers, artificial and fresh.

Hats and bonnets.

Incandescent gas mantles.

Raw jute mats and matting.

ex-

Typewriters. Mops.
Wine of all kinds. Painters’ colors and pigmonts.
Wood and timber. Perfumery.

Photographic apparatus.

Pictures, prints, engravings, photo-
graphs and maps.

Plated and gilt wares.

Live Quails.

Quebracho, hemlock, oak and man-
grove extracts.

Rum.

Soya beans.

Stereoscopes.

Straw envelopes for bottles.

Straw plaiting.

Tea.

Aerated, mineral and table waters.

Antimonyware.

Apparel not waterproofed.

Works of art.

Baskets and bamboo basketwaro.

Books, and other printed matter, in-
cluding posters and daily, weekly

and other periodicals exceeding 10

pages in length.

Materials for the manufacture of
leather boots and shoes.

Brandy.

Clocks and parts thereof.

Clolsonno wares.

Both wot and dry hides and dressed and undressed leather aro included.
Silk yarns aro exempted.

The prohibitions do not apply to goods imported under licenses given by
tho Board of Trade.

It was announced that, in deciding what commodities should bo excluded
from tho United Kingdom in order to economize in tonnage, tho Govern-
ment had to take into account the interests of its allies. Tho threatened
restrictions aroused immediate protests from Franco as tho imports from
that country of mineral waters, wines, brandy, silks, needlo work and of all
kinds of garments and luxuries, such as bonnets, feathers and flowers,
represent a considerable income to the French producers.

Tho power given to tho Board of Trade to issue special licenses, however,
may bo freely exercised in behalf of the allies of Great Britain, as ships
taking munitions and other supplies to Franco and Italy have ample tonnage
to bring roturn cargoes. Tliero are now heavy stocks of French wines in
England.

American firms dealing in typewriters and photographic apparatus almost
monopolize the English market but have factories hero. Tho importation
of American boots and shoos, once heavy, lias decreased greatly in the last
decade.

As tho effect of Great Britain's now

showing import

restrictions upon American export trade, statistics of somo of

tho moro important articles exported from the United States

to tho United Kingdom for December 1916 and the

1916,

year

ending December aro:

December Year ending
1016. December 1916.
$269,737 $2,344,239
227,739 2,073,670
$509,333 $4,875,563
6,005,547 50,574,672

$2,306,320 $18,973,974

Article—
Agricultural implements........c.ccocoovvvieniiennenenees
Boots and shoes, pairs

Valuation
Leather and tanned skins, pounds

Valuation

Furs and fur skins $1,085,973 $7,583,600
Typewriters $181,013 $2,952,546
Timber, hown and sawed, per 1,000 feet. 4,304 121,131

Valuation $98,861 $2,553,222
Lumber, per 1,000 feet 7,248 190,432

Valuation $344,603 $6,131,817
Wearing apparel, wool $6,895  $393,923
Books and printed matter $85,861 $1,133,586
Clocks and watches $101,910 $1,445,343

Under date of Sept. 23 advices from W ashington said:

Department of Agriculture officials believe tho British order restricting
imports will have little effect on prices in this country, except, perhaps, in
cities like New York and Boston, where stocks may bo awaiting shipment.
Exports of fruits and vegetables from Jliis country bear a negligible relation
to tho total output.

American exports of apples, vegetables and dried fruits to tho United
Kingdom have not amounted to much in value. Figures for tho last fiscal
year show tho United States shipped to England in that time apples valued
at $3,296,000: prunes, $1,126,000; raisins, $3,000,000: dried apples, $82,000;
other fruits, $666,000. Tomatoes aro not classified, but total shipment of
vegetables for tho year amounted to about $2,500,000. Canned fruit was
a big item, with exports of $5,300,000.

W ith regard to the effect of tho ban on leather imports,
the opinion is said to havo been expressed by John Kent,
President of the National Shoe Leather Manufacturer’s
Association, that no immediate lowering of tho cost of shoos
will result from the British embargo. He is reported, how -
ever, to have held out the hope that tho embargo would at

eastequalize prices and tend to check tho steadily rising cost

of the family shoe bill. The fact that the American Govorn
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ment was preparing to place large orders for the army and
navy leads to the belief that prices will hold at their present
heights. The embargo, he thought, would probably have
some local effect, as Great Britain recently had imported
largo quantities of sole leather. This supply may now be
thrown back upon the American market, making the sole
leather situation easier, but Mr. Kent did not believe such

acondition would last long, unless Great Britain has accum u-

lated a larger stock than she generally was supposed to have.

The following with regard to the effect of the import re-

strictions on American importers was received in the cables

from London under date of Feb. 24:

Importers of American goods believe they have been hard hit by the
latest restrictions upon imports, but the extent of their loss cannot be
determined accurately until they learn just how liberally licenses will be
granted for the importation of forbidden wares.

Tho goods most affected are agricultural machinery, typewriters and other
office equipment, boots and shoes, cotton hosiery, apples, wood and cut
timber. Cotton hosiery was on the previous prohibited list, but was re-
cently removed by tho Government.

For some time past may items included in the latest list of prohibited
importations had been allowed to enter only under license, but importers
have claimed that much favoritism was shown in tho issuance of such
licenses. They now expect a more even system of administration.

Boot and shoe importers are particularly alarmed over the latest decree,
although they havo long been expecting such action.

American importers, according to one of their chief representatives here,
havo littlo reason to hope for favorable treatment in the issuance of licenses.
In tho past, while such permits have been liberally granted to Great
Britain's allies, the Government has shown little disposition to grant
preferential favors to American goods on the prohibited list. One notable
exception, however, is noted in the fact that, despite the absolute embargo,
imports of leaf tobacco were greater last year than in normal years.

Americans interested in coffee importations are of the opinion that the
latest restrictions will cause a transfer of the business, by which the product
will be sent direct to America instead of reaching here through the great
London coffee market. Coffee consumption here is not heavy, compared
with other countries, and it is believed the domestic supplies are sufficient.

Tho restrictions may also result in the removal of American machinery
concerns which maintain great London houses, supplying the Continent and
British colonies with mining and agricultural machinery. A number of
these concerns are planning the erection of branch plants in Russia.

SPAIN REQUISITIONS WHEAT FLOUR.

A cable from M adrid, Feb. stated that

tho

26,
requisitioned wheat

via Paris, on

Spanish Government had flour in

M adrid and neighboring towns to the extent of 4,500 tons.

SECOND ANNIVERSARY OF ADOPTION OF BREAD
CARD IN GERMANY.

Tho second anniversary of the adoption of the bread card

in Germany occurred Feb. 22. It is stated that since the

of this of bread distribution it has been

of tho

inception method
highly

has

system atized, and the application regulations

beon rigidly maintained among all classes, from the

Chancellor down to tho day laborer. The new standardized

bread, it is said, isa superior product, and haswon popularity.

Tho substitution of barley for potato meal has created a

decidedly more palatable loaf. Greater Berlin is now

3,600,000

issuing

weekly bread cards and 66,500,000 coupons,

find
checked

representing daily rations, their way back to the Bread

Com mission, where they are off. Soldiers return-

ng from the front are met at the railway station and receive

bread tickets good for their furlough. One of the latest

achievements of the German chemists, it is stated, has been

tho utilizing of tar oil, extracted from burnt coal, for making

soap. Tho new .process includes tho treatment of crude

coal oil with potash, the finished product yielding excellent

soft, hard and powdered soaps.

IMPERIAL PREFERENTIAL DUTIES ON
URGED IN GREATBRITAIN.

IMPORTS

A report recommending that imperial preference be ap-
plied in tho case of customs duties to be hereafter imposed
on imports was issued on Feb. 20 by the Com m ittee on the
Commercial and Industrial policy of Great Britain. The
gist of tho report, which is signed by Lord Balfour of Bur-
leigh; Arthur J. Balfour, Foreign Secretary; Lord Faring-
don, Chairman of the Great Central Railway; George J.
W ardlo, Labor Member of Parliament; Sir Charles Parsons,

President of the British Association for the Advancement of

Science, and follows:

In tho light of our war experience, showing tho necessity to stimulate pro-
duction of foodstuffs, raw materials, and manufactures within tho Empire
for tho safety and welfare of the Empire as a whole, wo recommend that the
Government declare its adherence to the principlo of imperial preference In
respect to any customs duties hereafter imposed on imports. Further,
with a view to achieving this object, it is advisable to take into considera-
tion the desirability of establishing a wider range of customs duties which
would bo remitted or reduced on products and manufactures of tho Empire
and which would form the basis of commercial treaties with allied and
neutral powers.

others,
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The report, it is stated, was issued
be held in

in view of the approach-

ing Imperial Conference to London. The com -

mittee says that although the resolution may,in theabstract,

be distasteful as acting in restraint of trade,yet for the sake

of the unity of the Em pire attem pts should be made to meet

the declared wishes of the colonies and dominions. It is

said that the issue of the com mittee’'s report is likely to re-

vive the political conflict of free trade against protection.

The free trade element in Parliament is very powerful, and

it will discuss the resolu-

of
the

a day to
the

it is expected press for

tions with a view eliciting Government's attitude

toward them and cognate question of the Paris Con-

ference resolutions.

THE SINKING OF THE LACONIA.

The Cunard liner Laconia, which sailed from New York

for Liverpool on Feb. 17, carrying seventy-five passengers

of 216 was sunk without warning 150 miles off
Feb. 25,

Reports of the sink-

and a crew

the Irish coast at 10.30 o'clock on Sunday night,

with the result that thirteen were lost.

confirmed in the following

Feb.

ing of the vessel were officially

dispatch to the State Department at W ashington on

26 American Consul at Queenstown:

Queenstown, Feb. 26 1917.
Received 1.10 P. M.

from W esley Frost,

Secretary of State, Washington:

Cunardor Laconia torpedoed, sunk, 25th, 150 miles west of Fastnet.
Details not yet known; 278 survivors will land hero to-day, time uncertain.
It is known that there are some missing, and one dead.

FROST. Consul.

On board the Laconia were twenty Americans, six of them

among her seventy-five cabin passengers and fourteen in the
crew . Of these, seventeen havo been rescued and three
have perished. Mrs. Mary E. Hoy and her daughter, Miss

Elizabeth Hoy, of Chicago, and W illiam Era, of California,

are the Americans who have been lost as a result of the ves-
sels destruction. The Laconia was of 18,099 gross tonnage
and was under the command of Captain W . 1. R. D. Irvine.

She was armed with two 4.7-inch naval guns, which had an

The fact that she was sunk
that she did

effective
10.30 p. m.

range of seven miles.

at without warning indicates not

into action.
by

was struck by a torpedo at about 9.15
of Feb.

had been proceeding

have a chance to get her gun

According to statements made survivors the Laconia

o'clock on the night

25. N o submarine was seen at the time. The vessel

in darkness but the lights were turned

on after the vessel was struck. The boat drill, which had

been practiced every day during the voyage by all on board,

was repeated again and all the boats fully equipped and

provisioned were swung out. Women and children were

placed in the boats first, after which the rest of the passen-

gers followed. Soon after the boats were lowered a second

torpedo struck the Laconia amidships and the vessel sunk
shortly afterwards. The survivors after being exposed to
the bitter cold and rough seas for a number of hours were
picked up by a British patrol boat and landed at Queens-
town and Bantry. A ffidavits were taken by Consul Frost
as soon as the survivors landed at Queenstown. Consul
Frost on Feb. 27 sent the following dispatch to the State

Department regarding the sinking of the vessel:

The Laconia was torpedoed without warning at 10.30 p. m. in a heavy
sea whilo the ship was was making seventeen knots. The first torpedo
struck on the starboard, aft the enginoroom. The engines stopped and
the ship turned, listing to starboard. Most of the boats wero launched
from the starboard sido.

Twenty minutes later, after most of the boats wero clear, a second tor-
pedo was fired, striking the engines on the port side. The ship sank forty-
five minutes after the firing of the first torpedo.

The ship was armed with two 4.7-inch guns.
kept in continual action until the last minute.
up and all tho lifeboats were equipped with an ample supply of flares.
cargo consisted of cotton and foodstuffs.

Tho submarine was not seen from the Laconia, but after the second tor-
pedo had been fired and tho boats launched a submarine appeared on the
surface, came alongside the boat containing the second officer and asked
for the captain.

ThtrSubmarino commander told the people in the second officer’s boat
that a British Admiralty patrol had caught the Laconia’s wireless and was
coming to tho scene.  Tho submarine mado no offer of aid and submerged
immediately after.

Thirteen boats were launched from the Laconia. The Hoys (Mrs. Mary
E. Hoy and Miss Elizabeth Hoy, Chicago) were in No. 8, which was
swamped, its life-belted passengers being picked up by other boats, but
who suffered severely as the result of exposure In the cold water.

The boats after leaving the Laconia had to scatter rather widely in order
to avoid tho danger of collision in the twelve foot swells which were running.
Flares wero kept alight by most of the boats during the fivo hours of anx-
ious waiting for the patrol to arrive. Tho patrol began picking up the
boats at 4 o'clock in the morning, but had not finished until after day-
break.

President Wilson on Feb.

The ship’s wireless was
Six rockets also were sent
The

28 gave out for publication the

following cablegram which he had received from Awustin Y.

Hoy, of London, whose mother and sister died in a lifeboat

after the Laconia was torpedoed by a German submarine:
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I am an American citizen, representing tho Sullivan Machinery Com-
pany of Chicago, living abroad, not as an expatriate, but for tho promo-
tion of American trade. | love tho flag, believing in its significance. My
beloved mother and sister, passengers on tho Laconia, havo been foully
murdered on the high seas.

As an American citizen outraged and as such fully within my rights and
as an American son and brother bereaved, I call upon my Government to
preserve its citizens’ self-respect and save others of my countrymen from
such deep grief as | now feel. | am of military age, ablo to fight. If my
country can use me against these brutal assassins, | am at its call.

If it stultifies my manhood and my nation’s by remaining passive under
outrage, | shall seek a man’s chance under another flag.

At the New York office of the Cunard Lino on Feb. 26
announcement was made that the Laconia carried no ex-
plosives on her last voyage. Despite the fact that the
Government has prohibited the disclosure of ship mani-
fests, it was learned that the following goods were included
in the Laconia’'s cargo when she sailed from New York on
Feb. 18:

2,000 cases brass cartridges, 1,000 boxes of bar silver, 42,000 bushels

of wheat, 3,600 tons structural steel, 2,843 bales of cotton, 900 tons general
foodstuffs, 1,408 boxes of apples and oranges, 200 tons lron plates, 150
tons of machinery.

The mail

1,300 sacks of

American

carried, it is said,

the

Laconia also

w hich had been trasferred from liner St.

Louis when officials of tho American Line decided todelay

the sailing of the St. Louis until the Government had made

provisions for her protection. The Laconia, it is stated, was

take all of the mail which the St. Louis to

had

unable to was

carry, and principally the diplomatic correspondence

from the State Department and registered mails.

SINKING OF DUTCH STEAMERS.

Seven Dutch steamships,

w hich

representing a gross tonnage

of 37,304 tons, sailed from Falmouth, Eng., on Feb.

22, under the impression that German submarines would

not attack them , were torpedoed almost immediately after

with the result that three of the

badly
Three

leaving Falmouth, ships

were sunk and the remaining four damaged. All

members of the crews were saved. of the vessels

outward bound from Holland and four homeward

They had

were

bound. come into Falmouth on various dates

and are said to have been assured safe conduct by the Ger-

man Government at the special request of the Dutch Gov-
but there appears to have been conditions attached
assurances. The

the attack,

ernment,

the statement with
24,

reads as follows:

official
Feb.

to German

reference to issued on through.the

medium of the Overseas News Agency,

According to telegrams received from Holland on Fob. 22 at 5 o‘clock
in tho afternoon several Dutch ships wero destroyed, which, with tho
agreement of Germany, wanted to Icavo the barred zone in a westward
direction from Falmouth and Dartmouth.

In answer to this, it is stated in authoritative quarters that after the
declaration of tho barred zone Dutch ship-owners asked tho British authori-
ties to permit thirty-three steamers lying at Falmouth and Dartmouth,
of which twenty wero loaded with grain for tho Dutch Government, to
proceed out of tho barred zone, which wero still thoro after tho expiration
of tho time fixed (by Germany) Feb. 5.

The German authorities agreed to this, making an exception in order to
let the twenty cargoes of grain reach the Dutch Government, but tho con-
dition was added that tho ships ought not to sail later than midnight Feb.
10-11.

In this way tho ships would havo been able to leavo in all safety tho barred
zone within the extended timo, which was known to all submarines, and
the termination of the period Feb. 12-13.

Tho Dutch shipowners accepted this offer, but wero for unquestionable
reasons unablo to get their ships out of tho English ports within tho al-
lotted time. They renewed their request for permission to sail later, and
wero informed that tho vessels could leave Dartmouth and Falmouth
either in full safety, on March 17, or, with only relative safety, on Feb. 22
by an indicated route.

Eighteen of the ships decided to sail on Feb. 22, traveling togother.
Word reached Berlin on Feb. 16 of this intention, and thereupon tho ship-
owners wore expressly Informed that unconditional safety could not be
granted for Feb. 22, as there was no certainty that all the submarines en-
gaged in the waters to bo traversed would receive the wireless order. At
tho same timo it was insisted that outsido tho indicated course no guar-
antee whatever would be given with respect to the danger of mines.

Apparently eight ships finally took upon themselves tho risk of tho trip.
If tho Dutch news is correct, that theso eight ships wero destroyed—one
is said to have struck a mine near tho English coast, while tho other seven
on the afternoon of Feb. 22 were destroyed on tho course indicated—it is
to bo deeply regretted, but tho responsibility falls upon tho ship-owners,
who preferred to send their ships under only comparative security on Feb.
22 instead of waiting until March 17, at which time full safety had been

promised.
The report of our submarines has not yet arrived.
Herr Zimmermann, tlie German Foreign Secretary at

Berlin, on March 1 issued the following statement expressing

regret over the destruction of the vessels, but maintaining

that Germany is not to blame:

In the namo of tho Government | express regret at tho accident which
occurred a few days ago to Dutch boats. On our part, howover, nothing
was left undone to prevent it. In no way is tho Imperial Government
blameablo. Tho Dutch shipowners naturally desired to get their ships
out of English ports. Doubtless they wero not ready to sail on Fob. 10,
up to which date they could havo gone with full security.

Then wo put beforo them tho dates Fob. 22 and March 17, stating
expressly and formally that on tho previous dato tho ships would have only
relative security, while positive security could bo guaranteed for March 17.
The reason for this was that tho possibility existed that on tho oarlior dato.
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submarines being already on routo, thoy might not all receive our messago
granting safo conduct to the Dutch vessels.

When the Dutch owners, notwithstanding our reiterated warnings,
decided In favor of tho earlier dato, tho Minister of Marino did everything
In his power to communicate tho order to all submarines. But It appears
ho was not successful, for, although a completo report on tho Incident has
not yet been received, It appears established that tho sinkings aro attribu-
table to a German submarine.

I can only repeat regrets of tho Admiralty that tho Dutch merchant
marine has lost precious ships. Tho Incident proves how dangerous It Is
to navlgato tho prohibited zones, and gives expression to our wish that
neutral navigators cease to cross tho zone, and remain In their ports. Thus
thoy roally servo their own Interests and contribute effectively to the desired
end that freedom of the seas bo rapidly established.

The ships sunk by the German submarine were tho Noor-

derijk, Jacatra and Gaasterland, while tho four vessels
damaged but not sunk were the Eemland, Bandoeng, Zaan-
dijk and Menado. From Dutch sources, it is said, the
Reuter Telegram Company learned that it was the sub-
marine U-3 which attacked all tho vessels. Three aro re-
ported to havo been torpedoed outright, while German

sailors boarded the other four and placed bombs which were

exploded. So far as is known, it is stated, these four did
not sink, but their whereabouts has not been ascertained,
with tho exception of one, tho Menado which was towed
into harbor by a British trawler. Tho crews of tho vessels

rowed to tho Scilly 1Isles, believing that all

of the

their ships had

been sunk. M ore than 200 members crews arrived

in London on Feb. 24 and wero immediately taken to the

Dutch Consulate for a conference with the Consul-General

of tho Netherlands, H. S. J. Maas, who obtained affidavits

from tho officers and crows of tho vessels as to the circum -
stances of tho attack upon their vessels. An officer of ono
of tho torpedoed steamers in a newspaper interview de-

scribed tho attack upon tho vessels as follows:

Wo wero about at tho western approach to tho English Channel when wo
picked up tho crow of a Norwegian steamer. Just afterward a U-boat ap-
peared on tho scene, and apparently at first was only noticed by ono of our
ships, which stopped, tho others going on. Tho submarino fired a tor-
pedo, which just missed our ship, then fired gun shots overhead until wo
all stopped.

Tho submarino camo up to each ship and said wo must enter tho boats
within fivo minutes, as ho was going to sink us because wo woro in English
waters. Wo had barely time to leave tho ships before tho Germans began
their work. But all tho crows, | beliovo, got off safely. After being on
tho water for several hours wo wero rescued by trawlers and landed.

was of 5,091
Sho

Tlio Noordcrdijk, tons and

tho

which was sunk,

was owned by llolland-America Lino. had boon

in tho freight service for only a year beforo tho war started,

and had a speed of thirteen to fourteen knots. Sho left Now

York on Jan. 19, with a cargo of grain, consigned to the
Dutch Government. Sho stopped at Norfolk to take on
coal, and sailed from that place on Jan. 22 for Rotterdam,
via Falmouth. Sho was wunder the command of Captain
Do Koning. Tho largest of tho Dutch vessels sunk was
owned by tho Rotterdamscho Lloyd Company, and left
Now York on Jan. 25 for Rottordam with a cargo of grain
for tho Dutch Government, under tho command of Cap-

tain Falch. Tho Jacatra was of 5,373 gross tonnage and was

built in Glasgow in 1912. Tho Gaasterland was tho smallest
of tho threo vessels sunk. Sho was owned by tho Illolland-
Lloyd Company of Amsterdam, and was of 1,091 gross
tonnago. Sho was engaged in tho cargo trado between
Amsterdam and West Indian ports.

Tho attack upon tho Dutch vessels by tho Gorman sub-
marino has brought forth outbursts of deop indignation on
tho part of Dutch newspapers. Tho Amsterdam “Tele-
graaf” on Feb. 24 called tho attack “a blow in our faco and
tho greatest humiliation to which a neutral Stato has been
subjected.” Tho “Telegraaf” adds that ‘‘we confess in-
ability to seo how tho honor of our nation can further be
maintained by protests.”

At tho Dutch Legation in London on Feb. 28 it was said

that thero had not been recoived any confirmation that tho
afloat.
by tho

led to tho belief that tho vessels had been

stoamors Bandoeng,
Oon
Dutch officials

Emland and Zaandijk woro still

tho contrary, it was said, tho latest inform ation

lost.

A search for tho steamships, it is said, proved unavailing.

An unofficial dispatch from Tho llaguo on Fob. 28 stated

that Germany has offered to replace tho seven Dutch vessols

which wero attacked, until tho ond of tho war, on condition

that Holland purchase them afterward.
THE SINKING OF TIIE DALBEATTIE.

Tho Norwegian collier Dalbeattie, bound from Glasgow
to Gibraltar, was sunk by skollfiro from a German sub-
marino on Fob. 20, thirty miles off Fastnot Light, on tho
ooast of Ireland. Two of the crow woro nativo born Ameri-

cans, both of whom wero rescued. Tho shelling of tho ves-

sel, it is assorted, occurred while tho crow was taking to tho
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boats. They were rescued after having been

half Tho
1879 at Middlesborough,

subjected to

exposure for fourteen and a hours. Dalbeattie

was of 819 tons, built in England.

American Consul Wesley Frost, at Queenstown, on Feb. 20,

reported the sinking of the Dalbeattie to the State Depart-

ment at Washington in the following dispatch:

Feb. 20

Queenstown,
To Secretary of State, Washington:

Norwegian steamer Dalbeattie, 819 tons, carrying coal, Glasgow to
Gibraltar, sunk 11 a. m., 17th, by shell fire, 30 miles off Fastnet. Carried
neither gun nor wireless. Stopped engine upon first shot, but was shelled
without cause while abandoning ship. No offer of aid. Weather heavy,
swells, light wind, clear sky. Boat resued 1.30 a. m., 18th. Two native
American on board, Frank Wood, Keene, N. Il., and John Guerra, Los
Angeles. Wood is in hospital at Schull with acute bronchitis, contracted
prior to disaster, but aggravated by exposure. FROST.

THE SINKING OF THE SKOGLAND.

The Swedish steamer Skogland, with a crew of twenty-

five of whom were Americans, was
Feb.
according to a message received by the Stato Department at
22, Carl B .
of the
Skogland

Bagnoli,

six, sunk by a German

submarine on 18, six miles south of Tarragona, Spain,

W ashington on Feb. from Consul General Hurst

All rescued and landed at

Norfolk,
to Consul

at Barcelona. crow were

Tarragona. The sailed from

26 for

Va., on

Jan. ltaly. According Hurst she

was stopped in tho Mediterranean by a submarine six miles

south of Tarragona, at 6 a. m. on February 18. As the
crew left the Skogland, sailors from the submarino went
aboardand exploded a bomb, which destroyed the ship. The
crew was landed at Tarragona after being seventeen hours
in their lifo boats.
THE SINKING OF THE ATIIOS.
The French steamer Athos, of 12,000 tons gross, was tor-

pedoed and sunk without warning 210 miles east of M alta,

in tho Mediterranean Sea, on Feb. 17. Robert Allen Haden,

an American Presbyterian missionary, stationed at Soochow,

China, perished as a result of the vessel's destruction, accord -

ing to the following dispatch received by the State Depart-

ment at W ashington on Feb. 23 from American Consul

W ilbur Keblinger at M alta:

Robert Allen lladen, Presbyterian missionary, stationed at Soochow,
China, perished when the French liner Athos was torpedoed without warn-
ing 210 miles east of Malta on the 17th Inst. When tho ship was struck
Uaden wont to the aid of Chinese on board. Otherwise ho probably would
havo been saved. Reported large number of troops on board. It has not
been definitely ascertained whether tho ship had been taken over as a convoy.

Government officials, it is said, do not regard the sinking

of the Athos as the “overt act” referred to by President
W ilson in his address to Congress on Feb. 3, in view of the
fact that a dispatch from Paris on Feb. 23 said the Athos
was carrying Senegalese troops and colonial laborers, and

that at tho time she was sunk sho was under convoy by two

French torpedo-boat destroyers, tho Mameluk and the
Enseigne Henry, which, with the aid ofagunboat. saved
1,450 persons from the steamer. It is not stated for what

part she was sailing or whence she sailed, but it

likely, it is said, that the Athos had

is thought
left Salonica for a French

she Was

17 from M ar-

M editerranean port, probably Marseilles. last

reported as arriving at Kobe, Spain, on Jan.

seilles. Tho Athos was a steel twin screw steamer and Wa$
built in 1914 at Dunkirk, France. Sho was 508 feet long,
61.7 feet beam and 45.1 feet deep and was owned, it is said,

by tho Messageries M aritimes of Marseilles.
EARLIER DAYLIGHT SAVING

A dispatch

IN GERMANY.

from Copenhagen via London on Feb. 15

regarding tho daylight saving plan in Germany for the year

1917 says that the German authorities have decided to begin

tho daylight saving schedule on April 15, instead of May 1,
the date on which the clocks were advanced one hour last
year. Tho schedule, it is stated, will continuo until Sept.

15. Last year the plan continued in force until Oct. 1.

THE DAYLIGHT SAVING PLAN

The

bill permanently advancing the legal time ono hour during the

IN
Feb.

FRANCE.

French Chamber of Deputies on 16 adopted a

for the the first Sunday in

(tho 7th).

summer,

(tho

period beginning with

April 1st), until the first Sunday in October

Franco put the daylight saving plan into effect on June 14

last yfear, and continued it until Oct. 1.

The French Bureau of Longitude in considering the bill

permanently advancing the clocks in the summer is said to be

of the opinion that such a change in the notation of time
would dostroy the international agreement reached before
tho war. The Bureau suggests that the measure be only a
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provisional one, and that the question as to whether it can

be made a world-wide regulation should bo reserved for an

international conference.

GREAT BRITAIN URGED TOAGAIN ADVANCE CLOCKS.

The committee appointed by the British Parliament to
consider the reintroduction of the daylight saving plan in
Great Britain unanimously recommended on Feb. 22 that
the plan bo reintroduced this year. The Government is
being urged, it is said, to begin the daylight saving scheme in

April, instead of in M ay, the month in which the plan went

into effect last year.

ICELAND ADOPTS DAYLIGHT SAVING PLAN.

The Commercial Cable Co. on Fob. 23 announced that

tho legal timo in Iceland on Feb. 20 was advanced one hour

in order to conserve daylight.

PORTUGAL ADVANCES CLOCKS ONE

legal

HOUR.

The timo in Portugal and tho Islands of Azores,

M adeira and Cape Verde was advanced one hour on M arch 1,

according to an announcement made on that date by the
Commercial Cable Co. Tho clocks will be set back again,
it is stated, on Oct. 31.
AMERICAN RELIEF WORK IN BELGIUM
TO CONTINUE.

The work of tho American Commission for Relief in
Belgium is to continuo uninterrupted. A dispatch to tho
Stato Department on Feb. 15 from the Rotterdam office of

the Com mission stated that tho German military authorities

had decided to allow all representatives of tho Com mission

remain in

to Belgium and Northern Franco on tho same
footing as heretofore. As an indication of the unexpected-
ness of this announcement it may bo noted that on Feb. 12
the American Relief Commission notified tho Gorman

authorities that its representatives would bo withdrawn from

the German-occupied

This

sections of Northern France and

Belgium . action followed from an order from tho

German authorities that Americans must depart, except for

a few of their representatives, headed by Brand W hitlock,
American Minister to Belgium, who wero to soo that the
relief work should not be interrupted, pending its transfer to
another neutral organization. Reports had reached this

country to tho effect that M r. W hitlock had been

by the German military authorities

requested
to lower tho

Tho

in Belgium

American flag at tho American legation in Brussels.

Overseas News Agency on Feb. 18 issued tho following state-

ment to the effect that M r. W hitlock had been

the German authorities to continue hisreliefwork in Belgium ,

requested by

and denying that he had ever beon approached by Gorman

military authorities in Belgium regarding the question of tho

lowering of the flag at tho legation in Brussels:

Brand Whitlock, tho American Minister at Brussels, will with his staff
continue work for the Belief Commission. After tho breaking off of diplo-
matic relations between Germany and tho United States tho Governor Gen-
eral made it known to tho Minister that tho continuation of his philanthro-
pic work for tho Commission would bo welcomed. The flag on tho building
occupied by tho American Minister was never hauled down. Tho Minister
never discussed this question with any member of the German administra-
tion. Apparently his only discussion of it was with tho Spanish Minister
who replied that Minister Whitlock could fly tho flag as long as ho continued
his work. Tho entire question is now of no practical importance, as tho
Minister is keeping on with tho work.

Inasmuch as the diplomatic relations have been severed

between tho United States and Germany, and in view of tho

fact that tho seat of the Belgian Government is now situated

at Havre, France, Mr. W hitlock has lost some of tho preroga-

tives of his diplom atic rank in Belgium, and has remained in
Brussels chiefly to assist in tho work of the American Relief
Com mission. According to tho Berlin cables of Feb. 25,

M r. W hitlock will remain in Brussels in a personal and quasi-

diplom atie capacity. The cable further says:

At the Spanish Embassy here (Berlin), which now has charge of American
interests, it was stated that Minister Whitlock and tho legation staff had
consented to remain at their posts after they had been requested to do so by
the military authorities in the occupied territory. Tho latter coimnend
highly Minister Whitlock's tact and practical knowledge of the difficult
situation, from which they hope to benefit further.

A desire to seo tho relief work continue unimpaired may bo taken as a
further reason for tho request of tho German authorities that Minister Whit-
lock remain in Brussels, where he and the Spanish Minister are supervising
the relief work.

It is reported here that Holland is furnishing the Belief Commission with
a large supply of meat. Belief ships from the United States will bo per-
mitted to travel through thejblockaded zone, virtually enjoying a safe
conduct privilege.
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AMERICAN INDUSTRIES INTERESTED

Tho American-Russian Chamber of Commerce,
way, New York City,
book of
States,

IN RUSSIA.

60 Broad-
announces tho publication of a hand-
commercial information in regard the
This book,

ing a selected classified directory of American firms interested

to United

entitled “Industrial America.” contain-

in tho Russian market, has been printed entirely in Russian

and will bo distributed under the joint auspices of tho Ameri-

can-Russian Chamber of Commerce in New York and the

Russian-American Chamber of

5,000

Commerce in Moscow,

This book,

to

approximately Russian business firms.

tho first of its kind which has ever been attem pted, seeks to
present a comprehensive survey

the

of tho principal features of

industrial resources and of tho industrial, financial and

commercial development of tho United States. The book is

edited by E. C. Porter, Executive Secretary of tho American-
Russian Chamber of Commerce, and A. J. Sack, staff
correspondent for tho official publications of tho Russian
M inistry of Finance.

Tho classified directory furnishes the Russian business

firm with the names and addresses of approximately 2,500

American firms interested in tho Russian market, classified

under tho com modities which they oither deal in or produce.

Approximately 10,000 separate insertions, it is stated, have
been made in this directory, which furnishes tho Russian
purchaser with a means for opening up direct connections
with tho American firms interested in the Russian market.
In order to facilitate Russian purchasing, a notice is made
for those firms in Russia, unfamiliar with tho English
language, that correspondence can bo addrossed in Russian
to tho American-Russian Chamber of Commerce and this

correspondence will then be translated and forwarded to the

American firms in a position to supply tho products desired.

Another feature of the book is a section devoted to commer-

cial inform ation for the Russian firm. This material gives in

full the Russian tariff duties and presents a summary of tho

important American tariff duties in connection with the

importation of Russian raw materials into the United States

and presents information in regard to tho procedure for the

exportation and shipment of goods from Russia to tho United

States, also from tho United States to Russia. It also gives

general inform ation in regard to the transportation facilities,

war insurance and other matters connected with tho ship-
ment of goods between the two countries. Tho hand-book
is a volume of 450 pages, bound in leather. It will bo a
yearly publication; the 1918 edition will be distributed in

Russia beforo tho end of the presont year.

KING CONSTANTINE, OF GREECE, IN ARRAIGNMENT
OF ALLIES' POLICY TOWARD I1IS COUNTRY.

In arraigning the Allies for their policy against Greece,

King Constantine, in an audienco granted to a correspondent
of tho Associated Press, at Athens, just beforo tho

tho

latter left

for United States, declared that England and France,

by hand

“have

taking an active in the internal politics of Greece,

succeeded in alienating an admiration, a sympathy

and a devotion toward them
that,

on the part of the Greek people
at the beginning of the war, was virtually a unanimous

tradition.” Tho people of Greece, he added, aro paying

for the errors of tho policy of tho Allies; “France and Eng-
land,” ho contended, “starvo us out because they liavo made
tho mistake of assuming that their man Vonizolos could

deliver the Greok army and tho Greek people to tho Entente

Powers whenever they wanted to uso Greece for their ad-

vantage, regardless of the interests of Greece as an independ-

ent nation.” King Constantine also alluded to tho fact that

“tho impression has been spread broadcast that Vonizelos
stands in Greece for liberalism and hisopponents for absolut-
ism and militarism.” It is, ho said, just tho other way.
Ho also had something to say in refutation of tho charges
that Groece is pro-German. “The fact of tho matter is,” he
said, “that there is even now less pro-German feeling in
Greece than in the United States, Holland or any of the
Scandinavian countries. And tliero is far less anti-Entente
propaganda in Greece even now than tliero is anti-Hellenic
propaganda in England, France and Russia.” Although
tho audience of the Associated Press correspondent with the
King was had on Jan. 14, tho Greok Now Year's Day, the

account of it from Athens only reached the United States last

week and was published in tho daily papers of Feb. 24 as

follows:
"l am sorry you are leaving us,” King Constantino began abruptly.,
J "1 don't believo that there is a man or woman In Greeco who does not feel
very profoundly what a great thing it has been for us during this most
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critical period in our national history to have a correspondent of the Asso-
ciated Press hero to tell the world with absoluto impartiality the truth of
what is taking place. They toll mo, however, that a good many of your
telegrams to the Associated Press never got through the censors.” The
King laughed a little ruefully. “You have nothing on mo,” ho added,
“Neither do mine.”

“1 am afraid there is no way,” ho went on. “Wo might as well bo in a
dungeon hero for all tho touch wo have with the rest of-the world. Tho
most ridiculous, tho most outrageous nonsenso about what is happening
in Greece is published daily in the European press, presumably written by
journalists who aro not oven on the spot to see the facts for themselves.
And when my Government sends official denials of them the European
newspapers will not oven publish tho denials. Take this letter for ex-
ample. As you see it is from ox-Mayor Bennakis, who was arrested on
Dec. 2, during the attempted Vonizelist revolution. A French nowspaper
publishes a story that Bennakis was so badly mistreated that his right
arm had to bo amputated and ho was on the point of death. Far from
having his arm amputated, ho writes mo a lotter with it, as you see, ex-
pressing his gratitude for the kindness with which ho has been treated and
assuring me that he is my most loyal and dovoted subject. Your Minister,
Mr. Droppers, personally investigated tho treatment of those who wero
imprisoned on tho charge of sedition as a result of tho abortive revolution
of Dec. 1 and 2 and told me himself that he found them very comfortable.
My Government, therefore, telegraphed tho French press a denial of the
Bennakis story, as well as of any number of similar fabrications, but I havo
never heard of any of tho denials being published.

“ After all, all Weask is fair play. But it seems almost hopeless to try to
get the truth out of Greece to tho rest of tho world under present circum-
stances. AVo have been sorely tried these last two years and wo dont
protend to have always been angels under tho constant Irritation of tho
ever-increasing Allied control of every little thing in our own private life__
letters, telegrams, polico, everything. Why, do you know that my sister-
in-law, Princess Alico of Battenburg, was only permitted to receive a tele-
gram of Christmas greetings from her mother in England by courtesy of
the British Legation hero?

“ Moreover, by taking an active hand in our own internal politics, Eng-
land and Franco especially havo succeeded In alienating an admiration, a
sympathy and a devotion toward them on tho part of the Greek peoplo
that, at tho beginning of tho war, was virtually a unanimous tradition. 1
am a soldier myself and | know nothing about politics, but it seems to mo
that when you start with almost tho wholo of a country passionately in
your favor and end with it almost unanimously against you, you haven’t
succeeded very well. And | quite understand how thoso responsible for
such a result seek to excuse themselves by exaggerating tho difficulties
they havo had to contend with in Greece— by talking about Greek treach-
ery and the immonso sinister organization of German propaganda that has
foiled them at every turnandsoon. The only trouble with that isthat they
make us pay for tho errors of their policy. Tho peoplo of Greece aro pay-
ing for them now in suffering and death from exposure and hunger, while
Franco and England starve us out because thoy havo mado the mistake
of assuming that their man Venizelos could deliver tho Greek army and tho
Greek people to tho Entente Powers whenover thoy wanted to use Greece
for their advantage, regardless of tho interests of Greece as an independent
nation.

“ There aro just two tilings about our desperate struggle to savo ourselves
from destruction that | am going to ask the Associated Press to try to mako
clear to tho pooplo of America. Tho rest will havo to como out some day—
all tho blockades and censorships in tho world cannot keep tho truth down
forever. Understand, | am not presuming to sit in judgment on tho
Entente Powers. | appreciate that they havo got other things to think
about besides Greece. AVhat i say is meant to help them do justice to
themselves and to us, a small nation.

“ Tho first point is this, we have two problems on our hands hero in Greece
—an internal ono and an external one. Tho Entente Powers havo mado
the fundamental mistake of considering them both as ono. Thoy said to
themselves: “ ‘Venizelos is tho strongest man in Greece and ho is heart
and soul with us. Ho can deliver the Greeks whenover ho wants to. Let
us back Venizelos, therefore, and when wo need the Greek army ho will
turn it ovor to us.’

“ AVell, they wero wrong as | think you have seen for yourself since you
have been here. Venizelos was perhaps tho strongest man in Greece as
thoy thought. But tho moment ho tried to turn over tho Greek army
to the Entente as if we wore a lot of mercenaries, ho became tho weakest
man in Grecco and tho mast despised. For in Greece no man dollvers tho
Greeks. Thoy decido their own destinies as a free people, and not England,
France and Russia put together can change them, neither by forco of arms
nor by starvation. And they have tried both. As for Venizelos hrnself__
you had a man once in your country, a very great man who had oven been
Vice-President of tho United States, who schemed to split tho country in
two and set himself up as a ruler in tho part ho separated from the rest.”

“Your Majesty means Aaron Burr?”

"Precisely. But ho only plotted to do a thing which lie never accom-
plished. Venizelos, with tho assistance of tho Allied Powers—and ho never
could have dono it without them— has succeeded for the time being in the
same kind of seditious enterprise. You called Aaron Burr a traitor
Well, that's what tho Greek peoplo call Venizelos.

‘““Tho impression has been spread broadcast that Venizelos stands in Greece
for liberalism and his opponents for absolutism and militarism. It is just
tho other way around. Venizelos stands for whatever suits his own per-
sonal book. His idea of government is absoluto dictatorship—a sort of
Mexican government, | take it. When ho was Premier ho broko every
man who dared to disagreo with him in his own party. Ho never sought
to express the will of tho people; ho imposed his will on tho people. Tho
Greek people will not stand that. They demand a constitutional Govern-
ment in which there is room for two parties, Liberals and Conservatives,
each with a definite program, as in tho United States or England or any
other civilized country, not a personal government where tho only division
is into Venizollsts and anti-Vcnizelists.

That is one thing | wanted to say. Tho other is about tho effect of tho
so-called German propaganda in Greece. The Entento Powers seem to
have adopted tho attitude that everybody who is not willing to fight on
their side must bo a pro-German. Nothing could bo falser in respect to
Greece. The present resentment against tho Allies in Greece— and tliero
is a good deal of it, especially since tho blockade—is duo to tho Allies them-
selves and not to any German propaganda. The proofof it is that when tho
so-called German propaganda was at its height there was little or no hos-
tility in Grecco toward the Allies, it has only been sinco tho diplomatic
representatives of all tho Central Empires and everybody else whom tho
Anglo-French secret polico indicated as inimical to the Entente, havo been
expelled from Greece, and any German propaganda rendered Virtually
impossible, that there has grown up any popular feeling against tho En-
tente.

"Part of this Is duo to tho Entento’s identification of their greater cause
with the personal ambitions of Venizelos; but a great deal has also been due
to the very unfortunate handling of the Allied control In Grecco. When
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you write a personal letter of no possible international significance to a
friend or relative here in Athens and post it in Athens and it is held a week,
opened and half its contents blacked out, it makes you pretty cross— not
because it is unspeakable tyranny in a free country at peace with all the
world, but because it is so silly. For, after all, if you want to plot with
a man living in the same town you don’t write him a letter. You put on
your hat and go to see him. Half tho people in Greece have been con*
tinually exasperated by just this sort of unintelligent control, which has
irritated tho Greek people beyond any telling. But to say that they are
pro-Germans because they dislike having their private letters opened or
their homes entered without any legal authority whatsoever is childish.
It's a vicious circle. The Entente take exceptionally severe measures be*
cause thoy allege the Greeks are pro-German. The Greeks very naturally
resent tho measures thus taken, as would tho Americans or anybody else.
The Entento then turns around and says: ‘You see that proves that the
Greeks are pro-German, as wo suspected.’

' The fact of the matter is that there is even now less pro-German feeling
in Greece than in the United States, Holland or any of the Scandinavian
countries. And there is far less anti-Entcnto propaganda in Greece even
now than there is anti-Hellenic propaganda in England, France and Rus-
sia. Tho wholo feeling of tho Greek people toward the Entento Powers
to-day is one of sorrow and disillusionment. They had heard so much of
this ‘war for the defense of little nations’ that it has been a very great
shock to them to be treated as they feel, very badly, even cruelly, for
no reason and to nobody’s profit. And, more than anytliing else, after all
the Greek Government and Greek peoplo havo done to help the Entente
Powers since the very outbreak of the war, they deeply resent being de-
stroyed as Serbia and Rumania havo been destroyed.

"A's | have tried repeatedly to point out to tho Entento representatives,
there can only be one certain guarantee of tho safety of the Allied forces
in tho Balkans as far as the Greeks are concerned— that is mutual confi-
dence. The assumption that every Greek is an enemy and not to be
trusted is merely a standing challenge to every hot head to attempt some-
thing irreparable— irreparable for Greece as well as for the Entente.

“ 1 havo done everything I could to dissipate the mistrust of the Powers,
I havo given every possible assurance and guarantee. Many of the mili-
tary measures that have been demanded | myself suggested with a view
to tranquillizing the Allies, and myself voluntarily offered to execute. My
army, which any soldier knows could never conceivably havo constituted
a danger to the Allied forces in Macedonia, has been virtually put in jail
in tho Pelopone.ssus. My people have been disarmed and are to-day
powerless even against revolution, and they know from bitter experience
that revolution is a possibility so long as the Entente Powers continue to
financo the openly declared revolutionary party of Venizelos. There isn't
enough food left in Greeco to last a fortnight. Not the Belgians themselves
under German rule have been rendered more helpless than aro we in Greece
to-day.

Isn’t It, therefore, time calmly to look at conditions in Greece as they
are, to give over a policy dictated by panic and to display a little of that
high quality of faith which alone is the foundation of friendship ?”

NATIONAL GUARD WITHDRAWN FROM MEXICO—
PERSHING CHOSEN TO SUCCEED FUNSTON.
Supplementing the Avithdrawal of troops from Mexico
earlier in the month (referred to in our issue of Feb. 17), or-
ders were issued on Feb. 17 by Secretary of War Baker for
the withdrawal of all the remaining National Guard units
on the Mexican border and for their immediate mustering
out of the Federal service. About 75,000 men were affected
by the order, and it is expected that the transportation of the
guardsmen will be completed by April 1 at the latest. Secre-
tary Baker, in response to a question, declared most emphati-
cally that the withdrawal of the troops bore no significance
to the German-American situation, but was decided upon
because the National Guard had completed its work on the
border and the time had come when it was thought that the
militia forces could be spared from the Federal service.

Following the issuance of the order for the recall of the Na-
tional Guard from the Mexican border, Secretary Baker on
Feb. 19 sent the following official communication to the regi-
mental commanders of all the militia units, thanking them
for tho services of their officers and men to the country:

I wish to thank you and tho officers and men of your organization who
wont to the border in response to the call of the President for the valuable
servico which you have rendered the country. When the National Guard
was called into the service of tho Federal Government, the lives of men,
women and children along the frontier wero In grave danger, owing to the
formidable bandit raids from the Mexican side of the boundary. It is not
too much to say that had these raids continued there was danger of inter-
national war.

From tho time of the arrival of the units of the National Guard on the
border the raids ceased and the tension between the two countries began to
relax. It is the hope and belief of the Government that the presence of the
units of the National Guard, together with tho units of the regular army on
the border and in Mexico, and the presence in mobilization camps of the
National Guard in readiness for such service, had made possible a peaceful
solution of a difficult and threatening problem.

Major General John J. Pershing was formally appointed
Commander of the Southern Department of the United States
Army on Feb. 21, to succeed the late Major-General Fred-
erick Funston, whose death was noted in these columns last
week. The appointment took effect immediately and does
not require confirmation by the Senate. General Pershing
had been in charge of the entire El Paso patrol district.

Henry P. Fletcher, American Ambassador to Mexico, ar-
rived at Mexico City on Feb. 18. Ambassador Fletcher had
left Washington on the 10th of the month. With his arrival
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at Mexico City he was met by officials from the Mexican For-
eign Office, members of General Carranza's staff and a dele-
gation of Government officials headed by a military escort.

MEXICO EDICT ON MINING DECREE.

In advices to the State Department at Washington on Feb.
20, Henry P. Fletcher, tho new Ambassador to Mexico,
reported, according to~aspecial despatch to tho “ Times,” that
all mines in Mexico not now in operation, and whoso owners
have not filed reasons why work has not been resumed, or
have not asked for extensions of time, aro to be declared
forfeited and taken over by tho Mexican Government. Tho
mining interests which have filed reasons will receive a further
extension, to bo fixed according to tho circumstances of each
particular case. Under the decree providing for the forfeiture
of unworked mines in Mexico, the time when they were to bo
taken over by the Government was originally fixed at about
tho middlo of November, but the Government subsequently
extended the time to Feb. 14. Following his advices to the
Stato Department on Feb. 20 Ambassador Flecther the
following day forwarded to the Department a dispatch in
which ho stated that tho Carranza Government had no
knowledge of any decree having been issued affecting tho
rights of foreigners with clear titles in mines or real estate in
Mexico. On tho basis of this message, the “Times” reports
the State Department issued the following:

Ambassador Fletcher telegraphs that tho Mexican Minister for Foreign
Affairs has informed tho Ambassador that ho has no knowledge of any dccreo
affecting tho rights of foreigners to mines or real estato to which they already
havo clear title, but that certain decrees exist requiring tho waiver or
nationality insofar as concerns titles to bo acquired in tho future, or now
under negotiation. Tho Minister further stated that tho legislation emanat-
ing from tho now Constitution with regard to property rights would, in his
judgment, in no way projudlco present property rights. Tho Minister also

called attention to an article in tho now Constitution which provides that
no Mexican laws may bo made retroactive.

DEVELOPMENTS IN THE CUBAN REVOLT.

The most important of tho developments in tho revolu-
tionary movement in Cuban, which has been in progress
since Feb. 10th, was tho delivery of a note at tho Presi-
dential Palaco at Havana on Feb. 19th by the American
Minister, William Gonzales, in which President Wilson un-
qualifiedly declared his intention of supporting the Con-
stitutional Government of General Mario G. Menocal. An
English translation"of tho note, from the text printed in a
Spanish paper at Havana follows:

It is hardly necessary to observe that last week’s events concerning tho
insurrection against tho Cuban Government havo retained tho closest at-
tention of tho Government of tho United States.

Tho American Government has, in previous declarations, defined its
attitudo respecting tho confidence and tho support it gives tho constitu-
tional Government and tho policy it has adopted toward any disturbers
of tho peaco through revolutionary ventures. Tho American Government
again wishes to inform the Cuban pcoplo of tho attitudo it has assumed,
in viow of the present ovents:

First Tho Government of tho United States gives its support to and
stands by tho constitutional Government of tho Ropublic of Cuba.

Second— Tho presont insurrection against tho constitutional Govern-
ment of Cuba is regarded by tho American Government in tho light of an
anti-constitutional and illegal act which it will not tolerate.

Third Tho leaders of tho revolt will bo held responsible for tho damages
which foreigners may suffer in thoir persons or thoir property.

Fourth Tho Government of tho United States will oxamtno attentively
what attitudo it will adopt respecting those concerned in tho presont dis-
turbance of tho peaco in Cuba or thoso who aro actually participating in it.

The Secretary of State, Desvernine, issued President
Monocal’s reply as follows:

I havo the honor and satisfaction of receiving from tho hands of tho hon-
orablo President of tho ropublic tho memorandum which your Excellency
placed in his hands tills morning, fulfilling instructions from tho Govern-
ment of tho United States. | am happy to ratify in tho namo of tho Presi-
dent tho expression of his satisfaction and pleasure which ho himself this
morning made to your Excellency, and | can and do assure you that tho
Government and pcoplo of Cuba appreciate in ail thoir value these con-
clusive and dofinito proofs which tho Government or tho United States
offers on this occasion of its friendship to Cuba and of tho zealous interest
which it has in tho present and futuro of Cuba by making declarations of
supremo importance for tho cause of order and peaco in Cuba, not only at
tho present time, but also in tho futuro.

do-day onco moro tho peoplo of Cuba realize and all Americans will
realizo tho Immense strength of tho friendship of tho United States for the
well-being and progress of our peoplo under tho guidance of republican
institutions .and for tho lesson to thoso who wish by proceedings of force or
sedition to disturb tho serenity of great institutions.

I tako tliis®opportunity of reiterating to your Excellency tho testimony
of my highest and most distinguished consideration.

PABLO DESVERNINE,
Secretary of Stato.

A further warning to the effect that tho United States is
ready to sustain the constitutional Governmontof Cuba and
will not countenance any armed revolt, was issued by tho Stato
Department on Feb. 20th. The text of tho warning as given
out by the State Department follows:

Tho Government of tho United States supports and sustains tho consti-
tutional Government of tho Republic of Cuba. Tho armed revolt against
tho constitutional Government of Cuba is considered by tho United States
Government as a lawless and unconstitutional act, and it will not bo
countenanced.
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Tho leaders of tho revolt will bo held responsible for injury to foreign
nationals and for destruction of foroign property. Tho Government of tho
United States will givo careful consideration to its futuro attitudo toward
those persons connected with and concerned in tho presont disturbances
of tho peaco in tho Republic of Cuba.

In reply to tho memorandum presented by American
Minister Gonzales formally announcing that tho United
States supports the constitutional Government of Cuba, the
Cuban Secretary of State has assured tho Minister of his
Government's gratitude with a declaration that all America
will realize tho value of the friendship of tho United States.
Tho reply said:

It is not necessary for mo to ratify in tho President’s namo tho expression
of his satisfaction and gratitudo. To-day tho pooplo of Cuba
realizo onco moro, and all America will realizo, tho immonso valuo of the
friendship of tho United States for tho welfare and progress of our peoplo
under thoir republican Institutions, and thoir policy will stand as a lesson
to thoso who by methods of forco or rovolt may intend to disturb the
serenoness of thoso great institutions.

The insurrection is a development of a political crisis
which has existed in Cuba since the Presidential election
last November when President Menocal was opposed for
reelection by Dr. Alfredo Zayas, leader of tho Liberal party,
on account of contests in tho provinces of Santa Clara and
Oriento the issue of tho election has remained in doubt. A
new election was ordered by the Government to take place
on Feb. 14th; it is stated that one roport credits tho prosont
uprising to the arrest by President Menocal of soveral
civilians and army officers on a cliargo of complicity in a plot
to dopose him. On Feb. 11th the following statement in
tho matter was issued by President Menocal's secretary:

Tho discovery of an attempt against tho lifo of President Menocal was
followed by the arrest of several subordinate officers of tho army and various
civilians who aro strongly suspected of being involved in the matter. Tills
schomo seems to have been allied to another involving a disturbance of tho
public peaco In certain localities, but up to tho presont momont absolutely
nothing has occurred to justify any expectations that may havo boon held in
this connection, with tho exception of slight disorder at Camp Columbia
last evening, whore soveral soldiers fled thoir quarters. Somo of thoso men
returned to-day, however, and a few others who aro missing appear to havo
gone into hiding.

A party of several men, civilians, bound apparently upon an unlawful
mission, wero held up by tho rural guards and, offering resistance, were
immediately dispersed with the loss of ono of thoir members killed.

Some excitement is noticed in Santa Clara Province, whero tho idea is,
from what impressions can bo gathered, to do what Is possiblo to havo tho
by-elcctions that should bo held on Wednesday postponed, but under no
circumstances will this bo done. With tho exception of tho abovo men-
tioned disturbance, officials in all municipalities of tho six provinces report
everything normal.

A friendly warning to tbo rival Cuban factions, as woll
as to tho Cuban Government itself, that tho Unitod States
was concerned in an amicable settlement of tho differences
was announced on Feb. 12th as having boon sent to Cuba
by tho United States Government, tho statement boing

printed in tho “Times” as follows:

Tho Government of tho United States in viow of its relations with tho
Republic of Cuba, and on account of tho duties which aro imposod upon it
by tho agreement between the two countries, is regarding with no small
concern tho question of tho new elections in Santa Clara provinco, which
it is understood aro an effort to carry out tho laws providing tho machinery
for sottling election disputes, and upon which laws tho constitutional Gov-
ernment must depend. In this caso it is understood that tho law provides
that election disputes bo settled by a Central Committoo with an appeal
to the Supremo Court of Cuba and ultimately, should tho dispute remain
unsettled, by a reelection to bo held in tho districts in dispute.

Tho Government of the United States is confident that botli parties aro
endeavoring to do their utmost to sottle thoir difficulties through tho agen-
cies provided by law and without having recourso to methods which would
causo a disturbance throughout tho ropublic, and it would viow with grati-
fication tho invoking of tho constituted judicial methods by tho pcoplo of
Cuba, particularly at tho presont time whon a groat portion of tho world
is embroiled in armed conflict. Such a settlement of thoir disputes would
undoubtedly stand as a fine example before tho world as a caso whero
misunderstandings were being adjusted by law Instead of by arms.

Tho Government of the United States, as a friend of tho Ropublic of
Cuba, desires to point out that election controversies havo not boon un-
known within its territory, in which party feeling ran at tho highest pitch
and wishes to recall to mind that theso disputes havo always boon sottled
by legal and peaceful means. Tho most notablo caso which has occurred
in tho United States was tho Hayes-Tilden controversy, in which tho
legally established electivo machinery finally decided in favor of tho can-
didate who had tho minority of tho popular voto. This controversy clearly
proved that patriotism was elevated by a resort to law rathor than by ap-
peal to arms.

Tho Government of tho United States bettor than any other nation
knows tho patriotism of tho Cuban peoplo and, mindful of tho patriotic
deeds dono by tho Cuban heroes in thoir struggles for liberty, is confident
that tho samo patriotic spirit will prevail in tho settlement of tho presont
electoral difficulty, and that it will bo shown by implicit faith in tho legal
means which havo been established for tho settlement of such questions.

In view of tho interest which this Government fools for tho futuro of
Cuba as a nation highly advanced in patriotism and social development
it Is anxious that all tho parties should know that their courso is being fol-
lowed by tho United States with tho closest observance and in tho confident
expectation that tho means provided for by tho Cuban Constitution and
tho laws enacted for this very purposo will bring as a logical result a satis-
factory and peaceable settlement of tho present difficult