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THE AMENDMENTS TO THE FEDERAL RE-
SERVE BANKING ACT.

The Federal Reserve Banking Law after having,
at the instance of the Federal Reserve Board, been
repeatedly amended—the process of revision begin-
ning within a few months after the enactment of the
original law, and before even the system of Federal
Reserve banks created by the statute had begun
operations—has now been further altered through
the passage by Congress, again at the instance of the
Federal Reserve Board, of an even more elaborate
series of amendments. These repeated changes have
come in[such] quick succession as to be positively be-
wildering to the ordinary individual. For that
reason and because the great mass of the public has
not yet succeeded in mastering the intricacies of the
Federal Reserve Law and also because technical
subjectsJlof this kind are beyond the ken of the
average layman, there has been a failure to grasp the
significance of these changes and their far-reaching
possibilities.

It must be admitted, too, that surprisingly little
interest has at any time been manifested in what was
going on. In this we have reference not alone to
the general public, where apathy might not be
deemed strange, but also to the banking fraternity
itself. Banks and banking institutions might be
expected to display most active interest in any pro-
posed alterations, since the doings and operations
of the twelve Federal Reserve banks have such a
vital bearing upon the daily affairs of all banking
institutions, but these have been as listless about the
matter as the ordinary citizen who has only a remote
appreciation of what banking activity means in the
daily life of all classes of the population. The plea
of the Federal Reserve officials has always been that
the alterations demanded were necessary to strengthen
the Reserve system so as to enable it properly and
adequately to fulfill its functions. On the other
hand, the attitude of the community has been that
in this new Reserve banking system the machinery
has been provided for remedying all the ills and evils
of the banking andYurrency world—that the Reserve
Board has been established for the purpose of ad-
ministering the system and utilizing and applying
the mechanism placed at its disposal and that if
this body deem alterations essential, their advice
should be accepted without hesitation, on the theory
that no one could be better qualified to point out its
deficiencies or speak with greater authority and
respect in that regard.

In other words, in the popular eye these officials
have been endowed with superlative wisdom and
understanding, even though they be fallible human
beings like the rest of mankind. As a matter of fact,
their demands have nearly all been for an extension
of their powers and on that point the sole judgment
of such a body can never be accepted as conclusive.
It is the teaching of history and experience that
individuals so placed are more prone to err than an
average body of men since there is always a hanker-
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ing for additional power on the part of a body of men
sitting in a position of great responsibility, especi-
ally whenTthey”~are acting in a governmental or semi-
governmental character.

Thus it has happened that step by step we have
been™getting away from the design of the original
framers of the law, without anyone noticing the
fact, and now by the latest and most elaborate series
of amendments, have worked a complete transform-
ation in the character and scope of the law in its
most essential respects. The Reserve banking
system was created for the purpose of remedying the
defects—the admitted defects—of the old banking
system. These defects were that the’ cash reserves
which the national banks were required to hold
against their deposit liabilities were not real, that in
large measure they had only technical existence,
through the fact that the so-called country banks
were permitted to keep the greater part of their
reserves with correspondent banks in reserve or
central reserve cities, and that the banks in the
reserve cities, in turn, were permitted to carry a
good part of their reserve with the banks in the
central reserve cities. It inevitably followed that
at periods of grave emergency the burden of the extra
demands which come at such a time invariably fell
entirely upon the banks in the central reserve cities
and more particularly upon the Clearing House
institutions of New York City. In the circumstances,
it is not surprising that this burden on occasions
proved too heavy to bear, making it possible to re-
spond only imperfectly to the needs of the situation.
It was one of the objects of the new banking law to
do away with this pyramiding of reserves.

The second main defect in the old banking law
was the absence of provision for special banking
accommodation and extra bank note issues at times
of stress and crises. It is at such periods that the
business community is in especial need of added
banking facilities, while the banks, on their part,
under the old system, were at such times obliged
to curtail accommodations to ordinary customers
and to cut off entirely outsiders, since their country
correspondents would be draining them of their
cash by drawing out their deposits to meet local
demands of the same kind. The only bank note
issues the country had were those of the national
banks and these were utterly without elasticity,
being based entirely on United States Government
bonds, and hence unresponsive to trade demands.
The tendency on the part of these national bank
note issues was generally towards higher totals.
Trade demands might fall off, but the outstanding
aggregate of the notes would not contract unless,
indeed, coincidently there should be an appreciation
in the market value of the Government bonds that
had to be deposited as security for the notes, thereby
making it an object for the banks to sell the bonds
so as to realize the profit thereon and call in the
notes.

Hence the chief purpose of the new law was to
eradicate the”evil™of pyramiding reserves and to
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supply a system, of note issues which, should be truly
responsive to trade requirements issues that would
with absolute certainty come into being as trade
demands called for them, and as unerringly pass out
of existence when trade requirements no longer had
need for them. To provide a gold backing for the
notes and for the purpose of carrying on the general
operations of the new banks it was indispensable that
a portion of the cash reserves of the member banks
should be mobilized under the control of the Federal
Reserve banks. We say “a portion” of the reserves
advisedly, for, obviously, if all of the loscivcs weie
transferred to the custody of the Reserve banks we
would have a repetition of the pyramiding evil.

Only such reserves are real as are held by the member
banks themselves in their own vaults. Vault re-
serves alone arc required irrevocably to be kept
intact. On the other hand, there is no assurance
and no legal requirement that reserves deposited with
the Reserve banks shall be retained intact.

In fact, the Reserve banks can only meet their
expenses and make a profit by not holding member
banks’ deposits unused and on hand. The law re-
quires the Reserve banks to hold a gold reserve of
only 35% against their deposit liabilities which
means that the banks possess full legal authority to
employ 65% of their deposits in the making of invest-
ments of various kinds, which are specifically defined
in the statute, and it is from such investment that
the Reserve banks derive their income. To the
extent, therefore, that the member banks keep their
reserves with the Reserve banks we have a repetition
of the old pyramiding process under which the re-
serves may not be available in times of need because
devoted to other purposes. The fact, that, through
mobilization, the reserves in the custody of the
Reserve banks exist in greater mass may tend to
strengthen the feeling of security and confidence
that the cash (or the gold, which the cash is sup-
posed to represent) will actually be available when
needed and correspondingly lessen the probability
of calls for it in times of emergency, but the principle
itself remains the same, and reserves with member
banks, being subject to diminution as cash in the
way indicated, are not real reserves in the sense
that is cash in member banks’ own vaults.

The circumstance that member banks’ reserves are
subject to diminution in the hands of the Federal
Reserve banks was recognized by the framers of the
law. Consequently, the utmost care was taken to
guard against too large a portion of such reserves
being kept with the Reserve banks and allowed to
count as real or legal reserve. No subject was more
carefully debated than the question as to the pro-
portion of cash that should be allowed to go to the
Reserve banks. While, naturally, there were differ-
ences of opinion as to the right percentage, there was
absolute agreement that only a portion, and not the
whole, of the cash reserves should be kept with the
Reserve banks. How far we have departed from
that fundamental principle is evident from the fact
that last September, through one of the amendments
to the law then enacted, the member banks were
given authority, with the permission of the Reserve
Board (which was immediately given), to transfer
their vault reserves to the keeping of the Reserve
banks, along with the portion legally required to be
kept with the Reserve banks, while now.by the latest
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batch of amendments the whole of the legal cash re-
serves of the member banks must be kept with the
Reserve banks, there to be subject to diminution
and attenuation.

The departure from first principles
marked in the matter of the note issues. In the
original law rigid limits were set on the is-
suance of notes, numerous restrictions and limita-
tions being inserted to thatend,all designed to guard
against excessive emissions of .the notes. It was
felt that the volume of the notes must be kept down.
Accordingly the utmost precaution was used to
guard against the putting out of notes in undue
amounts or in such a way that they would stay out
indefinitely. As it happened, the Federal Reserve
officials from the first disregarded the plain intent
of the law in that respect and employed special
devices for pushing out notes, thus adding steadily
to the volume of the note issues and managing, too,
to keep the notes extant. Now, with the theory
prevailing that inasmuch as the country is involved
in a gigantic war, the Reserve banks must be equipped
to emit huge masses of the notes, the Reserve Board
has at length, against the sober judgment of the
conservative members of Congress, been permitted to
have its own way and obtained legislative authority
in favor of the policy to which it has stood committed
from the start, namely that the volume of Federal
Reserve notes should be steadily enlarged and the
notes be kept permanently afloat.

It is in these two particulars, that is, in the reserve
requirements of the member banks and in the method
for the issuance of Reserve notes, that the latest
series of amendments are mainly important. Dis-
cussion in Congress centred so largely upon the
provision with regard to allowing the member banks
to impose a charge for the collection of out-of-town
checks that the transcendant importance of these
other amendments has been largely obscured. There
have been sharp differences of opinion as to the
wisdom and propriety of permitting the member
banks to make even a moderate charge for check
collections, and feeling has run very high on both
sides of the question, leading to caustic expressions
of assent and dissent from the respective advocates
of the two sides. From a financial and mercantile
standpoint there are manifest advantages in a system
for the universal par collection of checks, such as the
Federal Reserve banks have undertaken to inaugurate,
but, on the other hand, the methods adopted for
forcing the scheme upon recalcitrant outside banks
has not commended itself. Though the par collec-
tion system is nominally voluntary, actually the
member banks have no choice but to accept it. The
length to which the Reserve officials will go in the
carrying out of the system was well illustrated in the
action taken by the Federal Reserve Bank of New
York when, finding that a few small State banks
obstinately declined to co-operate to that end, it
placed the checks in the hands of the express com-
panies with instructions to present them at the
counters of the banks themselves for payment, the
result being that, though the right to charge for the
collection of checks was challenged, the Reserve
Bank had to go to extra expense in order to obtain
the money on the check in those instances.

It had been supposed the differences between the
two Houses of Congress on check collections had
been definitely reconciled, inasmuch as the House
had several weeks ago instructed its conferees to

is just as
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accept the Senate amendment in that regard. When
the conferees presented their report to Congress,
however, it appeared that the conferees had changed
the amendment in such a way as practically to
nullify it. As the amendment now stands it is
expressly declared that the provision shall not be
construed “as prohibiting a member or non-member
bank from making reasonable charges, to be deter-
mined and regulated by the Federal Reserve Board, but
in no case to exceed ten cents per $100, or fraction
thereof.” As the Federal Reserve Board has from
the first opposed allowing any collection charge
whatever, this proviso is tantamount to letting the
Board do as it pleases in the matter, so it is difficult
to see that the advocates of collection charges have
gained anything from the incorporation of the amend-
ment. But, after all, though it has seemed desirable
to placate the so-called “country banks,” since they
constitute the back-bone of the national banking
system, nevertheless it is plain that the Earth is not
going to stop revolving, either on its axis, or in its
orbit around the sun, simply because the member
banks are deprived of authority to impose some kind
of collection charge.

The changes, however, regarding reserves, belong
in a wholly different category. They are of vital
bearing. It is to be said, though, that one of the
changes is of relatively small consequence. It maybe
recalled that the original law provided for the gradual
transfer of reserves from the Reserve centres to the
Federal Reserve banks and into vault, in the mean-
time allowing a steadily diminishing portion to be
retained on deposit with the banks in the reserve or
central reserve cities. The time limit when none of
the balances with correspondent banks could any
longer count as reserves would not have come until
next November (thirty-six months after the inaugura-
tion of the system). The date has now been ad-
vanced so that elimination of the correspondent banks
as depositories for a portion of the member bank
reserves dates from the approval of the amendments
by the President. Accepting the view of the Comp-
troller of the Currency the operation is not likely to
prove disturbing, since the member banks have long
been preparing for the event. The Comptroller
recently issued a statement showing that under the
May 1 call of condition, the national banks held
reserves (including the amounts with correspondent
banks which are now to be eliminated) aggregating
$2,473,000,000, whereas they were required to hold
no more than $1,499,000,000, showing an excess of
reserves of no less than $974,000,000. “Therefore,”
said the Comptroller’s statement, “it is seen that the
total amount of balances carried with reserve agents,
$948,000,000, together with $20,000,000 of excess
reserves with the Federal Reserve banks and in vault,
all represented surplus or excess reserve. The
banks have thus already accommodated themselves
to the time when the balances carried in national
banks in central reserve and reserve cities can no
longer be counted as reserve, holding as they now do
the entire required reserve in their own vaults and
in the Federal Reserve banks.”

The really startling change in the reserve require-
ments, embodied in the latest amendments, is that
now the member banks must keep the whole of their
required 1egal reserve with the Reserve banks,
instead of a part only with the Reserve banks. Take
the case of the banks in the central reserve cities for
illustration: Now the requirement is that only 7%
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of the reserves need be kept with the Reserve bank
of the district, while 6% must be held in vault, and
a further 5% may be kept either in vault or with the
Federal Reserve bank. The amendments make the
legal reserve 13%, and the whole of it must be kept with
the Reserve bank. The banks in the ordinary reserve
cities are now required to hold reserves of 15%, of
which 6% must be kept with the Reserve bank and
5% in vault, while the remaining 4% may be held
either in vault or with the Reserve bank. Under
the amendments the reserve is fixed at 10%, and the
whole of this likewise must be kept on deposit with
the Reserve bank. The country banks which now
are obliged to held reserves of 12%, of which 5%
must be with the Reserve bank and 4% in vault,
while 3% may be cither in vault or with the Reserve
bank, have their legal reserve fixed at 7% under the
amendments, all of which also must be kept with the
Reserve banks, these percentages relating in every
instance to demand deposits, the legal reserve on
time deposits being 3% for all classes of banks.

A statement issued by the Federal Reserve Bank of
New York speaks of these changes as “reducing” the
reserves required to be held by member banks and as
far as the 1egal requirements are concerned the altera-
tion is a reduction; but in actual practice it will prove
a reduction only provided the banks can get along
without till reserves or with till reserves of less than
5%. This matter of till reserves is left entirely to the
member banks themselves. It may be questioned,
however, whether, in the great majority of cases, 5%
will be found sufficient. We do not imagine that
the member banks in this city will ever be satisfied
to get along with till reserves (or cash in vault) of
less than 5%, or that the Clearing House would
allow them permanently to carry less than that
amount. As for the banks elsewhere it is conceivable
that in special cases twice or even three times the
5% may be required as a general rule; to banks so
situated, the requirement that so large a portion of
the reserves must be kept with the Reserve bank,
will work as a positive hardship.

It is estimated that the effect of compelling the
member banks to hold all of their legal reserves with
the Federal Reserve banks will be to increase im-
mediately the gold holdings of the Reserve banks
some $300,000,000 to $350,000,000, and this is, of
course, the object in view. It is called a strengthen-
ing process because it furnishes a larger basis for
note issues; but this latter may easily become a
weakening process because of the inflation possibili-
ties which it involves. Apart from this the change
is to be deprecated because, as pointed out above,
reserve with the Reserve banks can never be con-
sidered the equal of cash in vault, since the latter is
definite and tangible and actually on hand, whereas
cash with the Reserve bank is subject to separate and
distinct uses which are sure to reduce its volume.
We have already shown that the Reserve banks need
keep a gold reserve of only 35%, against the reserve
balances deposited with them by the member banks.
In other words, it is legally permissible to use the
remaining 65% either in the making of investments
or as a basis for Reserve note issues. The gold hold-
ings of the Reserve banks last week aggregated
$590,948,000, and the further $350,000,000 would
raise the total to close to $1,000,000,000 and permit
bank note issues (according to the debates in Congress)
of over $2,000,000,000. Illow well equipped the
Reserve banks already are and how easily they
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accommodate themselves to the needs of the situation
was seen last week when the Federal Reserve Bank of
New York was able to increase its discounts and
acceptances by $102,787,000, and used $25,000,000
of the same as a basis for Reserve note issues. In
two weeks the New York Reserve Bank has run up
its bill holdings from $37,302,000 to $210,239,000.

As if appropriating the whole of the legal reserves
of the member banks were not sufficient, there is a
further amendment which permits the Reserve banks
to issue notes against gold or gold certiticates. this in
effect furnishes legal sanction for what the Reserve
banks have been doing right along, though without
legal authority. But the particularly vicious feature
of this amendment is that after having acquired gold
in this way and issued notes against the same, it is
distinctly provided that such deposit of gold or cer-
tificates shall be counted and included as part of
the 40% gold reserve required. The difference be-
tween the old process and the new process will be
readily apparent. Under the old process—and the
Reserve banks already have no less than $459,942,-
000 of notes out in this way—there was at least the
assurance that every dollar of notes would bo repre-
sented by a corresponding dollar in gold. Now this
will no longer be the case. At every recent session
of Congress the Federal Reserve Board has sought to
obtain this authority, but has failed, mainly because
of the determined opposition of Carter Glass, Mr.
Glass realizing the menace involved in the process.
Now this vigilant member of the Banking and Cur-
rency Committee of the House (according to a state-
ment made by him in the course of the debate)
yields his “judgment upon that point. Representa-
tive Phelan of Pennsylvania in speaking approvingly
of this provision had the following to say. We quote
his remarks as the best way of indicating what tre-
mendous possibilities in the way of inflation this
particular amendment involves:

Mr. PHELAN. Mr. Speakor, this amendmont proposes
in tho main to do three things. The first is to permit tlio
oxchango of Federal Reserve notes for gold; tho second is
to roduco the amount of commercial papor necessary to bo
put up as collateral against tho issuo of Federal Roservo
notos from 100% to 00%; and the third is to permit tho gold
thus acquired to be used as reserves either for tho further
issuo of Federal Roservo notes or for tho further extension of
credit by tho Federal Reservo bank. Tho purpose of tlicso
provisions is to strongthon tho Federal Resorve banks, and
through them to strengthen tho whole credit and financial
mechanism of tho ontire United States. These provisions
will add exceeding to their strength. Tho process is going to
work this way: The Federal Reserve banks will issuo Fodoral
Resorvo notes and get gold in thoir place. They will tako
that gold and put it in what might bo termed big reservoirs.
When tlioy liavo occasion to use it, it will bo thoro roady for
their uso. Thero is already outstanding approximately
$500,000,000 of Federal Resorvo bank notes. They aro
passing as money. Nobody makes any complaint against their
USe. Tho Federal Reservo agents havo in their possession
approximately $500,000,000 of gold. Now, the Icderal
Reserve banks to-day cannot, except possibly by cumborsomo,
indiroct methods, touch a dollar of that gold. 1t has been
gathered thoro. It has beon taken out of circulation and
Federal Roservo notos issuod instoad. But ovon though it
is thoro, it is not available, as it should bo, for use as a basis
for the credit of the country. This amendment proposos that
that $500,000,000, and any additional gold which can bo
stored away, shall bo available

Mr. HAMILTON of Michigan. Did | understand tho
gentleman to say that certificates havo beon issued on this

gold?
Mr. PHELAN. | think I said that Federal Roservo notos
had boon issuod. To-day tho only way that tho Federal

Resorvo banks increase their own gold supply is by ono of
two processes. Ono is by tho contribution to tho capital of
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banks by member banks, and tho other isby deposits. There
is alimit to the amount of gold which can be secured in these
two ways, and a limit which in tho near future may not
suffice. The possession of gold in large quantity is essential
to the proper operation of our credit system. Our whole
credit structure is based on gold.

The more gold you can put into control of the Federal
Resorve banks, tho greater power you give them to expand
and serve the business interests of the country. The whole
PUrpose or the great purpose of this amendment is to have this
gold gathered up in advance, to be kept ready for use if that
use becomes necessary. |t is not obtained from contributions
to capital nor from deposits. It is obtained in a simpler and
easier Way—by the exchange of Federal Reserve notes for
gold.

Our whole credit structure is built on gold, and we want, as
far as we can, to use gold in this country to the best advan-
tage. When it is around in the pockets of the people, in
stores, in safes, in hotel tills, and various other places it is
not being used to the best advantage. It is simply used as
currency. When it can be gathered together in the control of
the Reserve banks it can be used as a basisfor credit and will give
an expansion power of approximately one and one-half times
additional. This additional ono and one-half times is in-
creased in even greater proportions when availed of by mem-
ber banks.

Under the amendment the banks will immediately exchange
Federal Reserve notes for gold, as they have been doing in-
directly, but this will allow them to do it by direct process.
They may accumulate three-quarters of a billion or a billion
dollars in gold. This vast accumulation will be held ready
for any need, for any emergency.

At this time it is important to remember one other thing,
that tho Federal Reserve banks havo the privilege of loaning
money and extending credits on United States bonds. We
aro floating to-day, or will within a few days, $2,000,000,000
of Liberty Loan bonds. The Fedoral Reserve banks as well
as the member banks are going to use their credit to help
float these bonds. That means that the member banks are
going to invest a large amount of funds in the bonds to carry
them for the people who will finally own them. The Federal
Reserve banks are going to do the same thing. That means
that a latent, if not active, source of credit is going to be
withdrawn from business. You cannot have tho banks of
the country carrying Liberty Loan bonds and the Federal
Reserve banks doing the same thing without at least running
tho danger that you are not going to be able to give the credit
facilities to business which it demands. |If you adopt Sec-
tion 7, you are going to make $500,000,000 of gold immedi-
ately available for reserves, which will more than offset any
credit which might be used to tako care of tho two billion
bond issue. That isone reason why it is so essential to adopt
the amendment immediately. Tho reserves of the Federal
Reserve banks have dropped in a few days. In March the
gold reserve of Federal Reserve banks against deposits and
Federal Reserve notes was 74.6%; on June 1, 61.3%; on
Juno 8, 59.2%. Tho reason for the present drop is that
Government deposits have increased because of the Liberty
Loan issue. This condition is only temporary, but if they
get their funds invested in Liberty Loan bonds and have not
somo power to expand wo may reach a condition which may
cause a great contraction of credits in this country.

If you adopt this amendment the gold will bo placed all
ready for them, ahead of time, without any expense to them,
all roady thoro for their use, so that when they need to use it
it is there for them. That is the essence of the whole thing.
Tho purpose, as | havo stated, is to give greater strength and
power to meet any possible needs that may come.

The purpose of enacting this amendment relates not only
to Fedoral Reserve notes. That is the smallest part of it.
It is in order to get the gold, so that the gold can be used not
only for necessary expansion of Federal Reserve notes, but
also in order that it can be used for the extension of credit
to member banks. GCet it there in advance, and as long as
there is commercial paper to substitute you can get the gold and
use it for expansion of Federal Reserve notes, or, more inm
porlanl, book credit.

The issuance of Reserve notes is certainly rendered
easy through the authority thus granted. The main
point of importance, however, is that Reserve notes
may be issued indiscriminately against either com-
mercial paper or gold; and the gold when once ob-
tained will count also as part of the 40% gold reserve
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which must be maintained against the issuance of
notes secured by commercial paper. As Mr. Phelan
says, there are already nearly $500,000,000 of Re-
serve notes out against a corresponding amount of
gold, the gold being held for the retirement of the
notes. Mr. Paul M. Warburg has several times
expressed the hope that the Federal Reserve banks
might ultimately hold $2,000,000,000 to $3,000,000,-
000 of gold, or practically the entire stock of gold in
the country, and have it available for the uses of
the Reserve banks. We may therefore suppose
that the process of impounding the gold will go on
at an accelerating pace until ultimately little gold
is left outside the Reserve banks. In addition,
Reserve notes will also be issued against steadily
augmenting quantities of commercial paper. Thus
far comparatively small amounts of notes have been
issued in that way, but in the last two weeks alone
the twelve Reserve banks increased their holdings
of bills by $200,395,000, or from $166,954,000 to
$367,349,000, making it apparent that there is not
going to be any dearth of paper to use as a basis
for Reserve notes. Amendment after amendment
has been passed to facilitate the movement. Origi-
nally the line of paper eligible as security for Reserve
notes was exceedingly limited and restricted, but
last September the law changed all this, going so far
even as to make paper bought in the open market
available for the purpose.

The 40% gold reserve against Reserve note issues
was never intended as collateral. It was meant to
act as a check or balance wheel to guard against the
issuance of notes in undue amounts, it being supposed
that the process of acquiring the necessary gold
would never be an easy one—a supposition which
the war has confuted. It will be recalled that
Elihu Root in his notable speech in the Senate when
the original bill was under discussion warned against
inflation and argued in favor of a large gold reserve
to hold the inflation tendencies in check. But now
the Reserve officials in being authorized to retainthe
gold as it passes through the Reserve banks, and put
out Reserve notes against the same, will be acquiring
ample stores of gold beforehand, and will not, there-
fore, have to worry how to get the gold to support
any amount of notes that may be put out against
mercantile paper. Indeed, instead of the 40%
reserve existing in addition to the 100% of ‘paper, as
is now the case, the Reserve banks may, as we read
the amended law, treat the gold as collateral itself,
reducing the quantity of mercantile paper required
for the purpose. In these circumstances a 40%
gold reserve cannot be considered as being within
positive limits of safety, and a concession to con-
servative sentiment should have been made at least
to the extent of raising the gold reserve requirement,
placing it at not less than 60% in any event.

The critical period will come when we are obliged
to ship gold abroad in large amounts. Mr. Warburg
in his address last fall intimated that when this
happens the Reserve Board plans to replace the gold
shipped by note issues. In the meantime, however,
the Reserve banks will have gathered the bulk of the
gold in the country; accordingly, those wanting gold
for shipment will have to present notes in order to
obtain supplies of the metal. But these notes will
again be paid out, so that the process can be repeated
over and over again, thereby providing the elements
for setting in motion a new endless chain like that
which proved so distressing in a previous period of
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the country's history. The present Board will
doubtless handle such a situation with discretion
and judgment, but future boards may not be so
well qualified for the task or recognize its require-
ments, and all legislation has to be considered with
reference to its bearing on the future as well as on
the present.

As against most of the other numerous amend-
ments embodied in the new legislation no objections
are to be urged. Indeed, some of them are highly
desirable. One of these amendments undertakes
to offer special inducements for State banks to enter
the Federal Reserve system by allowing them to
retain their charter powers, even where such powers
are vastly more liberal than those held by the na-
tional banks. Such efforts are not to be discouraged.
Seeing, however, how greatly the proportion of the
cash reserves to be kept with the Reserve banks
has been raised, leaving vault reserves correspond-
ingly slender, it may happen that the State banks
will still be inclined to hold back. Another amend-
ment authorizes Federal Reserve banks to receive
from non-member banks or trust companies deposits
for the purpose of exchange or of collection. Surely
nothing can be urged against this. Most of the other
amendments also have points in their favor. An
outline of their nature is furnished in the statement
given out this week by the Federal Reserve Bank of
New York and which we quote on page 2510 of
this issue.

THE FINANCIAL SITUATION.

The Inter-State Commerce Commission last week
completed its hearings on the petition of the rail-
roads for a straight advance of 15% in freight rates
and is now debating whether the applications shall
be granted either in whole or in part. In the past
the Commission has been very deliberate in reaching
its conclusions. On the present occasion we may
assume that there will be no great delay. The rates
were filed so as to become effective July 1, which now
is only a week off, though of course the effective date
could easily be postponed by the Commission ponding
its deliberations. If the Commission is governed by
the evidence in the case it will grant the increase
demanded without hesitation or delay, but past
experience goes to show that any increase at all will
be granted very grudgingly.

How urgent is the need of higher rates is shown
by the compilation which we presented last week of
the earnings, gross and net, of United States rail-
roads for the month of April. That showed a very
handsome increase in the gross revenues, the addition
compared with the corresponding month of the
previous year reaching no less than $37,819,634.
On the other hand, $37,759,479 of this handsome gain
in the gross earnings was absorbed by increased
expenses, leaving an addition to the [net in the
trifling sum of $60,155. In face of the continued
augmentation in expenses shippers have been strenu-
ously opposing the request of the carriers for an
advance in rates. The very shippers who have been
most diligent in advancing the prices of their own
products, have been most insistent that the railroads
should not be allowed to raise the price of their
product, transportation.

The increase in wages imposed under the Adamson
law is only one item in the higher cost of operations.
Fuel has enormously advanced in price, and so have
materials and supplies and everything else entering
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into operation accounts. And the augmentation in
expenses has not yet reached its end, prices now
being much higher than those in the contracts under
which the carriers are getting their supplies. One
illustration going to show how prices of materials and
supplies have advanced is furnished by examining the
records of iron and steel prices. Take steel billets,
for instance, which lie at the basis of everything else
in the steel line, finished and unfinished. These
billets are now quoted at $100 a ton. In January
two years ago the quotation was only $19 per ton.
In other words, steel billets now command five times
what they did at the beginning of the war. There-
fore, increases in expenses are certain to become more
pronounced, rather than less pronounced, in the
future. Yet it is urged that the carriers should not
be allowed to find compensation in higher rates.

Is there not something incongruous about the
carriers being required to get the consent of the
Commerce Commission before they can raise rates
at all,no matter how urgent the situation may be?
This rule was imposed upon the railroads by Con-
gress during the Taft Administration, and all the
troubles in the railroad world since then have pro-
ceeded from that cause. Quite naturally, when the
Commission gets notice of a proposed advance by
the railroads, the Commission in turn gives notice
of the intended advance to shippers. These shippers
at once begin to voice protests and to insist that if
the higher schedules go into effect they will be abso-
lutely and irretrievably ruined. On the other hand,
if the carriers could advance rates without first
getting the approval of the Commission, as was the
custom up to 1910, and the Commission could only
be appealed to after the new schedules had been
put in force, with power to set the higher rates aside
only on complaint and after it was clearly shown
that the advance was not warranted, the matter
would speedily adjust itself, and fears of loss or of
being ruined would never enter the heads of the
shippers.

Suppose a like rule of previous notice were to
apply to the goods and products of shippers? Sup-
pose these shippers, no matter how costs had ad-
vanced, were not permitted to advance prices for
their goods until they had satisfied some Govern-
ment commission that the higher prices were jus-
tified and not until the ultimate consumer had been
consulted about the matter? What then would be
the position of the producer and the manufacturer?
Would these ever be permitted to raise the prices of
their goods? Would not the consumer insist that
it was absolutely out of the question for him to pay
the higher price proposed? Why should the car-
riers be denied the privilege which shippers on their
part claim as a matter of right? Why should
those to be charged the higher rates be asked whether
they like the advance? Is it not inevitable that
they will say they don't like it? Is it not time then
that the railroads should receive fair play, and con-
ditions existing prior to 1910 be restored, so that
the carriers like the producer and the manufac-
turer could protect themselves and find compensa-
tion for higher cost in increased rates, their action
to be subject to review by the Commission after
the event and only upon complaint?

The cotton crop situation this spring, as disclosed
by the usual investigations by us in connection
with the issuing of our annual report on acreage and
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condition, is so fully set forth on subsequent pages
that but brief reference to the subject is called for
here. The outstanding feature of the report is that,
instead of the large increase in area that was indicated
as probable at the time preparation of the land was
going on, there has been only a nominal addition, the
country-wide campaign in favor of a much greater
sowing of grain and other foodstuffs having been
signally effective in spite of the abnormally high
prices ruling for cotton. The failure of considerable
seed to germinate because of adverse meteorological
conditions operated in the same direction, the more
so as it was difficult to obtain new supplies of seed.

The spring’s planting, as we interpret the informa-
tion at hand, is by a small margin the heaviest on
record. It is, of course, essential that a much heavier
yield than last year be secured if consumptive require-
ments are to be met, as reserve supplies of the staple
have been greatly reduced. The crop of 1916-17,
the remnant of which is now being marketed, due
to unfavorable weather conditions and restricted use
of fertilizers in localities where they are requisite for
best results, has turned out to be but little in excess
of the short yield of 1915-16, and very much below
actual consumptive requirements. The result is
that the large surplus piled up from the record yield
of 1914-15 (which had already been drawn upon to
meet the deficiency in production in 1915-16) has
been very appreciably reduced the current year.

As regards our results on pages 2495 to 2500, they
are not claimed to be absolutely accurate, but we do
feel that in stating the addition to area at 0.24%, the
situation is correctly approximated. The condition
of the crop is apparently below that of either 1916 or
1915 at date, but, as we have heretofore remarked,
that is not an insurmountable drawback. With
normal seasons hereafter a good yield is possible with
the aid given to productiveness by the freer use of
commercial fertilizers. At any rate June 23 is much
too early to formulate ideas as to the size of the crop.
The condition of cotton at this time in 1914 was
below average, but from that year's planting the
greatest yield on record was obtained.

Building operations in the United States during
May 1917, owing to the continued high cost of
practically all kinds of material entering into con-
struction work, the difficulty of obtaining supplies
because of freight congestion and the shortage of
cars, the scarcity of labor in virtually all depart-
ments of the trade and the high level of wages ruling,
were less active than for the corresponding month of
several years past. To be more specific, the projects
for which permits were issued during the month
covered contemplated expenditures, not only very
much smaller than in May of 1916, when the total
was greater than ever before reported for a single
month, but below all years prior thereto back to, but
not including, 1908. It is quite natural, too, with
the country at the moment so largely engaged in war
preparations that industries or enterprises entirely
unrelated to that event should temporarily at least
become somewhat inactive.

But most recent occurrences have served in con-
siderable measure, if not wholly, to dispel any fears
or anxiety that we are about entering upon a period
of dulness or stagnation in construction work.
According to a report of the Dow Service, building
material associations throughout the country have
folioned"the™ead ofjNew York interests in an effort
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to revitalize “all masonry” construction during the
stringency in the steel and metal department, the
first move being with the purpose of insuring stable
prices for leading commodities. To this end informal
efforts have been made to make readjustments in
certain lines and departments of manufacture and
handling so as to encourage builders to proceed with
the carrying out of plans. It is further intimated
that a canvas shows that locally there is enough
building material on hand to meet all requirements
except those for steel, and even in that line accommo-
dation orders for certain supplies at moderate
premiums are obtainable.

Our compilation of building construction returns
for May 1917 embraces 170 cities with the total of
intended outlay reaching $78,989,978, this comparing
with $119,281,800 a year ago and 94 million dollars
in 1915. Greater New York's exhibit is a relatively
very poor one, the month’s total at only $7,773,116
for the five boroughs being 19% millions less than
in 1916, and less than one-third of that for the period
in 1915. Moreover, all of the various boroughs
share in the decrease from last year, with Manhattan
showing the greatest proportionate loss. For the
cities outside of New York the May aggregate is
nearly 19% million dollars below that for last year
($71,216,862, contrasting with $90,656,813) and it
runs only a little ahead of 1915. Most of the cities
are among those reporting more or less notable losses,
with Chicago, Philadelphia, Detroit, Baltimore, Los
Angeles, Buffalo, Duluth, Denver, Hartford, Wor-
cester, Springfield, Mass., and New Bedford con-
spicuous. Important gains, however, are recorded
at Newark, Richmond, St. Louis, San Francisco,
Pittsburgh, Washington, Boston, Akron and Erie.

The exhibit for the five months is also less satis-
factory than a year ago in all sections except along
the Pacific Coast. At 25 New England cities there
is a loss of about 4% millions from last year, a
moderate gain at Boston and Hartford being in-
sufficient to offset the falling off elsewhere. A
decrease of 5% millions at 42 Middle States places
(not including Greater New York) is mainly found
at Philadelphia, Pittsburgh, Baltimore, Buffalo and
Rochester, although shared in at most other points.
A decline of 5 millions is shown in the Middle West
division (28 cities) with Chicago the conspicuous
loser. The result at the South (34 cities) is a gain
of about three-quarters of a million, the very satis-
factory price for cotton having evidently acted as a
stimulating factor there. On the Pacific Slope 15
cities report an augmentation of a little over 5
millions in contemplated expenditures, observable
most largely at Los Angeles. The remainder of the
West, however (25 points), shows a falling off of
7% million dollars, almost 5% millions of which is at
Duluth, where a large steel project inordinately
swelled last year’s total. The combined returns for
the 169 cities outside of New York give an aggregate
of $314,393,116, against $332,488,612 in 1916.
Greater New York's totals are $52,987,241 and $86,-
537,712, respectively, and those for the whole
country $367,380,357 and $419,026,324.

Canadian building operations in May were also
of restricted volume, the decline from a year ago
being especially noticeable at larger cities, such as
Montreal, Toronto and Quebec. From the Eastern
Provinces 29 cities report an aggregate of estimated
expenditures in May of only $2,835,590, against
$4,266,618 a year ago and over 9 millions in 1914,
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with the total for the five months $10,946,835, against
$9",218,175 and some 30 millions. For 13 cities in
the Western Provinces the outlay arranged for in
the month this year was $791,290, against $634,795
and 6 millions, and for the period since Jan. 1 the
contrast is between $1,815,145 and $2,047,614 and
18 millions. For the whole of the Dominion (42
cities), consequently, we have an aggregate for May
of $3,622,880, against $4,901,413 in 1916 and 16
millions in 1914, and for the five months of $12,761,-
980 and $11,265,789 and 48 millions, respectively.

The official weekly list of losses to British shipping
as a result of enemy submarines and mines made a
poor showing when issued by the British authorities
on Wednesday. A total of twenty-seven vessels of
over 1,600 tons was destroyed, and five under that
size. These figures cover the seven days ending
June 17. They represent an increase of five of the
large class of vessels, comparing with the preceding
week, but a decrease of five in the smaller class.
The most favorable week was that of June 3, when
only fifteen large and three smaller vessels met
disaster. However, the total has not got back to
the April figures. In the third week of that month
forty large vessels and fifteen smaller ones were sent
to the bottom and in the fourth week the totals
were thirty-eight and thirteen, respectively, lhese
reports, it sould be emphasized, apply exclusively
to British merchant shipping. In addition the Brit-
ish transport Cameronia is reported this week to have
been sunk, though this disaster in fact occurred as
fat back as June 2 in the Eastern Mediterranean.
American naval gunners met their first defeat in
open fight with the German submarine on June 12.
Washington announces the destruction of the Ameri-
can tank steamship Moremi on that date, her crew
and armed guard abandoning her ablaze on that
date. Five French merchantmen of less than 1,600
tons each were sunk during the week ending June 17.
No wvessels of greater tonnage were sunk. Five
merchantmen were unsuccessfully attacked by sub-
marines. Two Italian steamers and five sailing
ships were torpedoed by submarines during the week.
Two other steamers were attacked but escaped.
During the same period 606 ships with a total gross
tonnage of 443,170 entered Italian ports and 531 ships
with a tonnage of 481,755 sailed.

Military operations have resulted in no very defi-
nite results in any of the war zones this week. On
Monday last an important German offensive started
against the French line east of Vauxiallon, in which
trenches were stormed and captured. But the
French troops in a counter offensive regained vir-
tually the entire line on Tuesday night. The Ger-
man Crown Prince had launched his attack with
huge effectives, composed of picked troops, and had
covered it by a heavy artillery fire and by bomb-
dropping air craft. But only a salient 400 meters
northwest of the Moisy farm now remains in his
hands. In the Champaign district the Crown
Prince’'s forces have been repulsed between Mont
Carnillet and Mont Blond. In an attempt to re-
capture positions previously taken from them the
Germans were first repulsed by the French, who then
assumed the offensive and advanced their lines on a
front of more than 600 yards and to a depth in excess
of 300 yards. Latest advices state that comparative
calm prevails on the front in France held by the
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troops under Field Marshal Haig. The Berlin War
Office, reporting on the Russian operations, states
that the artillery of the Russians and Austro-Ger-
mans has increased in activity in Volhynia and Ga-
licia. At several points the Russians have attempted
to raid the Teutonic fronts but are declared by Berlin
to have been everywhere repulsed. A severe battle
is understood to be in progress on the Trcntino front
in the Austro-Italian zone on a line extending from
the Sugana Valley to the Asiago plateau. It is in
this region that the Italians are endeavoring to break
through the Austrian line to one of their main ob-
jectives, namely Trent. There is very little being
reported concerning the operations in Macedonia
except that artillery duels are in progress in various
sectors and that there have been local engagements
in the Struma Valley. The massing of Entente
troops in Thessaly, south of the centre of the line
now held by Gen. Sarrail’s forces, taken in con-
nection with the withdrawal of British forces on the
extreme eastern wing along the lower reaches of the
Struma river, suggests that big events are inprospect
in the Macedonian theatre which may probably be
an attempt to retake Serbia or at least that portion
of it as far as Nish through which runs the famous
Berlin Constantinople Railway. In Greece steps
are being taken to rid the country of German propa-
gandists. Thirty-one of them including former
premiers and other ministers and officers of the
Greek General Staff and the reservists have been
ordered expelled from the country while others
will be placed under surveillance.

While still not as satisfactory as could be wished
the situation in Russia seems to be gradually bright-
ening. Advices from Petrograd state that a con-
gress of Soldiers’ and Workmen’s delegates of all
Russia has voted confidence in the Provisional
Government and has gone on record as demanding
a reorganization of the army, and an immediate
resumption of hostilities against the Teutonic Allies.
Gen. Brusiloff, commander in chief of the Russian
armies, replying to congratulations on his appoint-
ment, forwarded by Gen. Sir William It. Robert-
son, chief of the Imperial Staff at British army
headquarters in London, sent the following mes-
sage: “In honor bound free Russia’s armies will
not fail to do their duty.” An Associated Press
dispatch from the Russian capital states that com-
plete frankness in the pourparlers with the American
Commission, headed by Elihu Root, is the intention
of the Russian Provisional Government. A statement
to that effect was made by Foreign Secretary Ter-
eschtenko to the newspapers. “We are fully alive
to the necessity of concealing nothing,” said the
Minister, “and therefore are affording our American
friends the fullest opportunity for acquainting
themselves with the state of affairs in Russia. After
their visit to the front and in other directions we
shall proceed to discuss a basis for collaboration.”

Special Ambassador, Boris A. Bakhmetieff, head
of the Russian Ministry here, in a statement fur-
nished for publication on Thursday, spoke of Russia’s
consecration to war to the end with German au-
tocracy. “ Only to victory can a stable world peace
and the fruits of Russian revolution be secured.
The Russian people thoroughly understand,” said
Mr. Bakhmetieff, “that it is absolutely neces-
sary to root out the autocratic principles which
underly and are represented by German militarism
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that threatens the peace, the freedom and the happi-
ness of the world.” All classes in Russia, the Am-
bassador added, are concentrated on the enormous
task of reconstruction made necessary by the sweep-
ing away of the evils of the old regime. Already
noticeable results are apparent, especially in the
army under the energetic leadership of Minister
Kerensky. “In behalf of the Russian Provisional
Government and in behalf of all the people of new
Russia,” continued the Ambassador. “I1 have been
sent here first of all to express their gratitude to
the Government of the United States for the
prompt recognition of the new political order in
Russia.” Another object of the Ambassador’s
visit is to establish the most effective means by which
the American and Russian democracies can work
hand in hand in the common task of successfully
carrying on the war. The provisional Government
is actually mobilizing all its resources and is making
great efforts to organize the country and the army
for the purpose of conducting the war.  The rail-
way men on the first section of the Nicholas railway
which connects Petrograd and Moscow have gone
out out on strike. The remainder of the railway
men are said to be opposed to like action. The
Provisional Government have issued an appeal to
the people to remain calm in view of a possible ex-
tension of the strike.

Affairs in Austria have been subjected to serious
strain because of the failure of the Poles to vote the
necessary war loan to continue the struggle. There
have been rumors that Austria is endeavoring to
secure peace and is inclined to act separately in
this matter if results do not appear in the near fu-
ture. Conferences of party leaders are being held
frequently. Count Clam-Martinic, the Premier, is
reported to have been unsuccessfully trying to form a
Polish-German majority by appointing Polish,
Greek, South Slav and Ruthenian members as ex-
tra ministers in the Government in order to assure
a lasting character for the Cabinet, the program of
which would be to pass the provisional budget and
other national measures. A plan for a coalition
ministry also is being discussed. In such a Cabinet
the ministries of defense and food supply would be
regarded as non-political and eight portfolios would
be divided among four Germans, two Poles and two
Czechs. The Cabinet would be enlarged by the
appointment of two Germans and one representa-
tive each from German Bohemia and Ruthenia and
_ne Pole, one Czech and one Southern Slav. Both
p ans had failed and the Premier has asked to have
the task of forming a new Ministry placed on other
shoulders.

An interesting development of the British money
situation has been the announcement of a new policy
controlling the issue of Treasury bills. The practice
of offering these bills by tender on Fridays has been
discontinued. Three and six months Treasury bills
now are on sale daily at the Bank of England at fixed
rates, which will be altered from time to time to con-
form to money conditions. The current rate is 43"%
for both three and six months maturities, while one-
year bills have been withdrawn from issue. Under
the new conditions a five-year Exchequer bond
carrying no option of repayment at the end of two
years is more attractive than Treasury bills, except
for those who need very short dated investments.
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The change is taken as suggesting the early announce-
ment of a new long term war loan. The Bank of
England’s previous rate on special deposit of other
banks has been reduced to 4% from 4J/£%, which
indicates an easier trend in the general money con-
dition, notwithstanding evidence of an increasing
demand. A call for £1,750,000 of the £3,500,000
53/£% five-ten-year loan of the Australian Common-
wealth issued last April, was paid on Monday. An
extremely hot wave (for England) is said to have
restricted trading in securities on the London Stock
Exchange on that day. The revenue of the United
Kingdom for last week was £8,316,000, and the
expenditures £32,468,000. The amount of Treasury
bills outstanding was increased £16,110,000, now
standing at £614,380,000. The proceeds from war
loans were £3,060,000. Temporary advances repaid
to the Bank of England totaled £24,506,000. The
4)7% war loan has ruled firm, rumors of preparations
for another flotation of bonds by the Government
having revived reports that arrangements would be
provided for exchanging the 4}/2 per cents into the
new loan on a satisfactory basis. The unfavorable
report of the week’s marine disasters, published by
the British Admiralty, was counteracted by accounts
from the military operations which were interpreted
favorably. Petroleum stocks were heavy, largely
because of disappointment over the dividend on the
Royal Dutch shares. The Shell Transport Co. has
announced its intention to issue 1,000,000 shares
at £1, as against the ruling quotations of 5
Payment for the new shares is to be completed by
the company retaining the announced dividend of
5s. per share, the allotment of these shares to be on
the basis of 1 new to 4 shares held. The Royal
Dutch Company’s dividend was, as noted already,
under expectations, the final payment of 23 florins
making only 38 for the year and this on an enlarged
capital.

Arrangements have been completed for £5,000,000
credit in London for Italy. This credit will take the
form of commercial bills which leading London
bankers will accept, such bills to be secured by
Italian Treasury bills deposited with the Bank of
England. A parcel of Russian credit bills was de-
livered in London on Wednesday at 4A%- It is
reported that the Russian Provisional Government
has taken measures to control foreign exchange
transactions in order to prevent a further deprecia-
tion of the ruble. Shipping shares have been in-
fluenced adversely by a warning issued by the
Ministry of Shipping addressed to possible charterers
that after the war they “can have no assurance that
national requirements will permit such arrange-
ments.” This warning is interpreted in London
as indicating that the Government anticipates being
obliged to continue the control of shipping, even after
peace has been declared. The British Parliament
last week sanctioned the British Trade Corporation’s
charter. It is expected that a prospectus will be
issued shortly inviting sucscription to the corpor-
ation’s capital issue of £250,000. The promoters
have already arranged for £1,000,000. The London
City & Midland Bank is absorbing a Belfast Banking
company with branches in Belfast and Dublin.

Very little news of a financial or a general business
nature has been received by cable from Paris this
week. Russian and Greek securities have reflected
the improved military and political situation in
Russia and the abdication of King Constantine.
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French rails and shipping shares also have ruled
firm. A project to raise 1,200,000,000 francs by
new taxes has been brought before the Chamber of
Deputies.

Official rates at leading European centres continue
to be quoted at 5% in London, Paris, Berlin, Vienna
and Copenhagen; in Italy, Portugal and Nor-
way; 6% in Petrograd and A% in Switzerland, Hol-
land and Spain. In London the private bank rate
is 47% for both long and short bills, against
4 11-16% for sixty days and 4% % for ninety days
a week ago. No reports have been received by
cable of open market rates at other European centres,
as far as we have been able to discover. Money
on call in London has not been changed from 4@

437% .

Another increase was reported by the Bank of
England in its gold holdings for the week, of £1,277,-
466. Note circulation was expanded £61,000; hence
the total reserve showed a gain of £1,216,000, and
the proportion of reserve to liabilities advanced to
21.37%, compared with 19.94% a week ago and
31.48% last year. This establishes a new high point
for 1917, the previous highest percentage having been
20.90% in the week ending April 26. The lowest
percentage for the year was 13.34% on Feb. 8.
Public deposits increased £359,000, while other de-
posits registered a decrease of £6,398,000. Govern-
ment securities, however, were increased £22,000.
Loans (other securities) recorded a substantial de-
crease, viz., £7,237,000. The bank’s gold holdings
now stand at £56,634,774, as against £61,707,696 in
1916 and £54,157,167 two years ago. Reserves ag-
gregate £36,245,000, which compares with £44,942,-
601 the preceding year and £39,477,512 in 1915.
Loans total £109,000,194. A year ago the amount
held was £73,382,518 and in 1915 £136,393,323. The
English Bank reports as of Juno 16 the amount of
currency notes outstanding as £143,933,073, com-
paring with £143,708,315 the previous 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, inasmuch as the Bank has discontinued such

reports. We append a tabular statement of com-
parisons:
BANK OK ENGLAND'S COMPAHATIVE STATEMENT.
1917. 1916. 1915. 1914. 1913.
June 20. June 21. June 23. June 24. June 25.
£ £ £ £ £

Circulation............. 33,839,000 35,215,095 33,129,055 28,703,125 28,653,080
PuOllo deposits__ 50,1-13,000 51,200,122 99,578,201 18,074,214 18,032,270
Other deposits____ 119,456,000  91,5-19,115 109,562,874 44,915,911 41,304,417
Gov't securities.... 45,230,000 42,187,454 51,043,491 11,040,570 12,758,173
Other securities....105,887,000 73.382,518 130,393,323 39,994,019 30,191,108
Reserve notes & coiu 36,245,000 44,942,001 39,477,512 29,075,138 28,213,022
Coin and bullion... 50,634,774 01,707,090 54,157,107 39,928,203 38,410,702
Proportion of reserve

to liabilities.......... 21.37% 31.50% 18.87% 47.12% 47.49%
Bank rate 5% 5% 0% 3% 4>5%

The Bank of France has again added to its stock of
gold, the increase for the week being 3,110,550 francs,
bringing the total gold holdings (including 2,034,774,-
675 francs held abroad) to 5,285,009,825 francs,
comparing with 4,756,918,795 francs (of which 170,-
107,636 francs were held abroad) in the correspond-
ing week a year ago and 3,927,171,683 (all in vault)
in 1915. The silver item this week increased 569,000
irancs; notes in circulation decreased 15,861,000
francs; Treasury deposits increased 76,877,000 francs,
and general deposits decreased 1,533,000 francs.
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There was a reduction in discounts of 13,285,000
francs, while advances showed an expansion of 8,640,-
000 francs. Comparisons of the various items with
the statement of last week and the corresponding

dates of 1916 and 1915 are as follows:
BANK OF FRANCE'S COMPARATIVE STATEMENT.

Changes Status as of-
for Week. June211917. June22 1910. June 24 1915.
Gold Holdi Francs. Francs. Francs. Francs.

3,110,550 3,250.235,150 4,586,811,159 3,927,171,683

s 1o
. No chango 2,034,774,675

Abroad. 170,107,636

Total.. .Inc. 3,110,550 5,285,009,825
Silver Inc. 569,000 258,676,000
Discounts Dec. 13,285.000 489,812,000
Advances Inc. 8,640,000 1,163,254,000
Note circulation...Dec. 15,861,000 19,777,926,000 15,734,907,085 12,104,666,075
Treasury deposits..Inc. 76,877,000 111,326,000 32,030,288 54,326,722
General deposits Dec. 1,533,000 2,692,438.000 2,054,492,101 2,274,930,399

4,756,918,795 3,927,171,683
345,603,372 372,780,213
389,706,122 258,679,839

1,227,876,119 624,681,838

The Imperial Bank of Germany in its weekly state-
ment, issued as of June 16, shows the following
changes: Total coin and bullion expanded 8,696,000
marks; gold increased 33,000 marks; Treasury notes
increased 44,333,000 marks; bills discounted regis-
tered the substantial gain of 224,038,000 marks;
advances increased 420,000 marks; investments were
increased 940,000 marks; other securities 47,412,000
marks; notes in circulation declined 31,100,000
marks. Deposits showed the large gain of
306,692,000 marks, while other liabilities were
expanded 50,549,000 marks. The German Bank’s
holdings of gold aggregate 2,533,353,000 marks.
Last year the total was 2,464,940,000 marks and in
1915 2,382,220,000 marks. Loans and discounts
total 9,001,456,000 marks, against 5,796,340,000
marks in 1916 and 4,310,280,000 marks the year
previous. Circulation is now 8,224,030,000 marks.
This compares with 6,636,520,000 marks and 5,244,-
020,000 marks one and two years ago, respectively.

In local money circles additional strength has de-
veloped, which is not at all surprising in view of the
demands that have recently been made for funds.
Some banks are complaining that there has not been
the prompt return of bond money that they antici-
pated. In view of the large oversubscription of the
Liberty Loan, this delay on the part of the Federal
Reserve banks in releasing bond funds is not alto-
gether surprising. It is of course impossible to judge
definitely the extent to which payments in full have
been or are to be made on the account of the war
bonds. It is to be presumed that a not incon-
siderable part of the smaller subscriptions will rep-
resent the transfer of funds from savings banks and
similar institutions or will represent possibly the sale
of securities and other kinds of property. These
transactions are likely to mean a mere transfer of
funds from one kind of investment to another and
will mean in turn immediate and full payment of
Liberty bond subscriptions. In addition there will
be a very considerable volume of the smaller sub-
scriptions which will be financed through banks and
which will probably require a full year for payment.
The practical effect will be of course that the banks
will themselves purchase the bonds outright not later
than the date that the last installment is due, namely
Aug.3l, and then will carry the loans in the usualjform
identified with collateral transactions of this charac-
ter. But there is another class of subscribers which
may be depended upon to make prompt transfers.
These are the wealthier investors who have liquidated
securities whose incomes will be subject to super-
taxation and are now prepared to invest the pro-
ceeds of their sales in the tax-exempt Liberty bonds.
The number of this class of subscribers as shown by
the formal report on the loan subscriptions issued
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by Secretary McAdoo last evening, has been ex-
agerated in the public mind. Only 21 persons sub-
scribed $5,000,000 or more, and the total of all such
large subscriptions was only $188,000,000, necessarily
meaning immediate payment for the Liberty bonds
that they have purchased. Of course there will be a
very large number of subscribers who will take ad-
vantage of all the dates of installment payments and
will be compelled after that date to make financial
arrangements with banks to complete their payments.
Final returns show an oversubscription to the $2,-
000,000,000 bonds of $1,035,226,850. New York’s
share was $1,186,788,400, a total that our local
banking interests who devoted themselves so patriot-
ically to the task of making the issue such a huge
success, may take great pride in. A remarkable
feature of the return is that 99% of the 4,000,000
subscribers applied for less than $10,000. These
will receive full allotment, while subscribers applying
for between $10,000 and $100,000 will obtain only
60% of their applications and those who applied for
between $100,000 and $250,000 will receive only 45%.
Looking at the situation in a broad light, however,
the view seems insistent that the heaviest strain in
connection with the new bonds is already being ex-
perienced, the more so because of the competition
for funds caused by the preparations for the half-
yearly dividend and interest disbursements in July,
which, next to those of January, are always the
heaviest of the year. That the British Treasury has
been expecting and preparing for the current strain
in money is indicated by the sudden rush of gold
imports from Ottawa, this week’s total having
reached the remarkable total of $83,931,000,
with additional amounts understood to be in
prospect during the next week. The attitude
of the British officials is very clear in this respect.
It is necessary that money shall not get beyond con-
trol on this side of the Atlantic. Should rates be
forced up to a level that would tend to draw funds or
credits from London it would make the sterling ex-
change position a particularly difficult one to main-
tain. The mercantile demand for funds continues
remarkably light considering the activity in trade and
industrial circles that is manifest in all sections of the
country. There seems, however, a suggestion of
reaction in some directions in business circles in view
of the uncertainty over the war revenue conditions.
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, was
rather above expectations, in view of the terrific
strain the banks have been undergoing lately in con-
nection with the Government’s closing campaign for
subscriptions to the Liberty Loan. Only moderate
losses in aggregate and surplus reserves were shown.
The loan item was expanded $24,721,000. Reserves
in “own vaults” decreased $11,256,000 to $347,697,-
000, of which $301,028,000 is shown to be specie.
Last year the total of reserves in own vaults was
$434,267,000, including $361,672,000 in specie. The
reserve in Federal Reserve vaults was reduced $4,-
575,000 to $264,914,000, as against $160,154,000 in
1916. Reserves in other depositories declined $2,-
365,000 and now equal $56,623,000, which compares
with $61,498,000 a year ago. Net demand deposits
were reduced $22,456,000, while net time deposits
decreased $6,822,000. Circulation increased $166,-
000. Aggregate reserves were decreased $18,196,000
to $669,234,000. At this date in 1916 the total was
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$655,919,000. The reserve required showed a re-
duction of $3,527,550, in consequence of which sur-
plus reserves declined $14,668,450, thus bringing the
total of excess reserves down to $54,050,750, and
comparing with $93,681,740, the amount held at the
corresponding period last year.

Referring to money rates in detail, call loans this
week again ranged at 4@ 6%, with much of the busi-
ness done at the higher figure. Monday 6% was the
maximum and 4% % the low and ruling quotation.
On Tuesday the range was 4@ 6%, while renewals ad-
vanced to 5% %. Wednesday there was no range,
6% being quoted all day. On Thursday the mini-
mum went back to 4%, although 6% was still the
high and also the basis for renewals. Friday’s range
was 5% @6%, and 6% the ruling rate.

For fixed maturities, the trend has been towards a
higher level, as is not surprising in view of the enor-
mous demands soon to be made on the market in
connection with the financing of the next install-
ment of the Liberty Loan and the prospective month-
end dividend and interest disbursements. Trad-
ing was largely a nominal affair, with most important
lenders out of the market. A range of 5@5% % was
quoted for all periods from sixty days to six months,
against 5% (also for all maturities) a week ago.
Last year sixty day money was quoted at 3% @ 3% %
and three, four, five and six months at 3% @4%. 11
mercantile paper also a firmer tone was evident, and
sixty and ninety days’ endorsed bills receivable and
six months’ names of choice character moved up to

5@5%%, against 4% @ 5%, while names not so well
known now require 5% @5% %, against 5@5% %
the preceding week. Dealings were extremely light
and the supply of notes restricted.

Banks’ ancl bankers’ acceptances developed no new
feature. Transactions assumed only moderate pro-
portions with quotations firm and practically un-

changed. Detailed rates follow:
s Dellvenj--------------- Delive
Ninety Sixty i within
Days. Days. Days. 30 Days.
Eligible bills of member banks............... 3)i@e3A 3)4@3 3)4@3 4 bid
Eligible bills of non-member banks......... 4 @3A 3)4@3)4 3%@3A 4)4 bid
Ineligible bids 43404 4)4 @3'A 554@4 5)4  bi

The New York Federal Reserve Bank has raised
the rate on one-day discounts from 2 to 3%, the lat-
ter being the 15-day rate on promissory notes.
When the one-day advances were established in
connection with the present loan operations of the
Government, the rate was fixed at not less than 2%
nor more than 4%, at the discretion of the officers
of the bank. Such advances are secured by eligible
paper or United States Government obligations.
All of the Federal Reserve banks are now rediscount-
ing member bank customers’ 90-day paper secured
by Liberty Loan bonds at 3% %. Prevailing rates
for various classes of paper at the different Reserve
banks are shown in the following:

DISCOUNT RATES OF FEDERAL RESERVE BANKS.

3 3
CLASSES Tt 8 |
oP © 1 § 3 3
DISCOUNTS AND LOANS | | 1 £ s B o "
§ a .z
s +» & 1 & T 8 S 3 «
Llerr.Otr Hanks. Coll. Loans:
1to 15days' maturity-—— 3)4 =3 32 3 34 3A 3 3A 3 3 3A 3K
Discounts:
1to 15 (lays' maturlyy-—— 3 3 3)4 3A 3A 3A 34 4 4 3A 3A
15 to 31) " L 4 4 4 4 4 4 4 4 4% 4 4
3l to fio " “ — 4 4 4 4 4 4 4 4 4 4)4 4 4
61 toQ0 " E— 4 4 4 44 4 4AA 44 4 4)4 4)4 4)4 4)4
Agricultural and
Live-Stock Paper—
44 a 4v,5 6 6 5 6 6%

91 days to 6 mouths maturity 5 0
Trade Acceptances—

6
3)4 4 3% 3%
4
4

1to 30 (lays' maturity........ 3)4 3A 3A 3)4
31 to 60 “ “ 3A 3A 3A 3)4 3)4 3A 3H
61 ton’gigmd " " 3)4 3)4 3)4 3A 4 3)4 3h
Co ity Caper—

1 to 00 da)%' maturity - 3A 3A ... 3A 4 4 3A 3A

Note— Rato for bankers' acceptances, 2)4% to 4% . For notes, drafts and bills
of exchange Issued or drawn for the purpose of buying or carrying bonds, notes or
certificates of indebtedness of the U. S.. and secured thereby, having a maturity
at time of discount of not more than 90 days. 3)4 %.

= Rate of 2% to 3% on member banks' 1-day collateral notes In connection with
the loan operations of the Government. The rate last week had been 2% to 4%.
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As to sterling exchange the situation is without

noteworthy change. Fluctuations in rates are
negligible and meaningless. There is no open
market. We have referred to the importations of

gold in our remarks on the local money situation.
The week’s total influx has been $83,931,000, all
from Ottawa, while the exports have included $6,-
870,000, comprising $4,500,000 to Japan and $2,-
370,000 to Spain.

Referring to detailed quotations, sterling exchange
on Saturday, as compared with Friday of the pre-
vious week, was quiet but steady, with demand still
quoted at 4 7540@4 7545, cable transfers at 4 76 7-16
and sixty days at 4 72. Monday’s market was dull
and featureless and slightly easier; demand showed
a fractional recession, to 4 75% @4 7545, although
cable transfers and sixty days remained at 4 76 7-16
and 4 72 respectively; a further stiffening in money
rates was held responsible for the weakness in ex-
change. The arrival of an additional consignment
of gold from Canada on Tuesday was without per-
ceptible effect upon the sterling market, owing to
the persistent strength in local money, and demand
bills sold at 4 75%, against the previous range of
4 75% @4 7545; cable transfers continued at 4 76 7-16
and sixty days at 4 72. On Wednesday the under-
tone was somewhat firmer, although actual quo-
tations continued at the preceding day’s levels.
Extreme dulness featured dealings on Thursday and
rates were again quoted at 4 75% for demand,
4 76 7-16 for cable transfers and 4 72 for sixty days;
further large gold arrivals, while undoubtedly exer-
cising a steadying influence, failed to bring about
any advance in rates. On Friday the market ruled
steady, though inactive and still without change.
Total importations of gold from Canada for the day
were $35,431,000. Closing quotations were 4 72 for
sixty days, 4 75% for demand and 4 76 7-16 for cable
transfers. Commercial sight finished at 4 75%, sixty
days at 4 71%, ninety days at 4 69%, documents for
payment (sixty days) at 4 71% and seven-day grain
bills at 474%. Cotton and grain for payment
closed at 4 753%.

The Continental exchanges, so far as the belligerent
exchanges are concerned, have shown an irregular
tendency this week, which was attributed mainly to
the appreciable hardening in money rates at this
centre; a result of course of the unprecedentedly
heavy demands incidental to the placing of the
Government's war loan, the approach of the half-
yearly dividend and interest payments, prospective
municipal borrowings, &c. This development in
monetary conditions was responsible for a sharp de-
cline in French and Italian exchange—lire dropped
tofas low as 7 40 for sight bills and francs to 5 78.
Exchange on Petrograd moved somewhat irreg-
ularly, hovering at or near the low point
of last week, until Wednesday when a sudden upturn
brought the quotation for rubles to 23.45 an ad-
vance of 45 points—ostensibly on advices from that
centre indicating a perceptible improvement in
Russian affairs. No transactions are being put
through in German or Austrian exchange. The
sterling check rate on Paris'closed at 27.18, the
previous close. In New York sight bills on the
French centre finished at 5 76%, against 5 75; cables
at 5 75%, against 5 74; commercial sight at 5 77%,
against 5 76%, and commercial sixty (.lays at 5 83%,
against 581% a week ago. Lire closed at 7 40 for
bankers’ sight and 7 39 for cables, against 7 10 and

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



June 23 1917]

7 09, respectively, last week. Rubles finished at
23.30, as compared with 23.00 on Friday of the
previous week. Reichsmarks are not being quoted.
The correspondent of the New York “Times” at The
Hague learns that exports of gold from Germany have
taken place on a large scale this week and that some
improvement in the mark rate in Switzerland
and Holland is probably due to this. Berlin news-
papers are ascribing the recent decline in reichs-
marks to pressure being exerted by American
banks as a war measure by selling German securities.
Shipments of gold from Germany to Holland are
regarded as extreme measures to maintain exchange
in the Dutch market. On Wednesday the report of
the Bank of the Netherlands showed a “tremendous

increase in the gold reserve.” The “Rheinische
Westfalische Zeitung,” the National Liberal and
industrial organ, publishes an editorial on “the

American offensive against the mark value,” in which
it remarks that when the ruthless submarine cam-
paign began and America entered the war a new
phase of the conflict developed, and a steady offensive
against the mark was initiated by the Morgan firm.
The suggestion is pooh-poohed by bankers here.

As regards the neutral exchanges, the most notable
features have been the reaction in pesetas which
followed the recent heavy selling precipitated by
disturbing reports of revolutionary conditions in
Spain, and a further rise in Swiss exchange, the
latter having touched 4 89 for checks, the highest
point of which we have any record. No definite
reason was assigned for this strength beyond a
marked scarcity of offerings of Swiss commercial
bills. The market was extremely narrow and
quotations more or less nominal. Rates of Scan-
dinavian exchange were firmly held; guilders closed
steady. Bankers’ sight on Amsterdam finished
at 41%, against 4134; cables at 41%, against
41 5-16; commercial sight at 40 13-16, against
40 13-16, and commercial sixty days at 4034,
against 4034 on Friday of a week ago. Swiss ex-
change closed at 4 89 for bankers’ sight and 4 88
for cables, in contrast with 4 98 and 4 97 last week.
Greek exchange (which may still be looked upon as
neutral) has remained at 5 03% for sight. Copen-
hagen checks finished at 28.85, as compared with
28.80. Checks on Sweden, closed at 30.00, against
30, and checks on Norway finished at 29.30, against
29.20 on Friday of the week preceding. Spanish
pesetas, after having declined to 23.05, rallied and
closed at 23.30. Last week the close was 23.50.

The New York Clearing House banks, in their
operations with interior banking institutions, have
gained $285,000 net in cash as a result of the currency
movements for the week ending June 22. Their re-
ceipts from the interior have aggregated $9,867,000,
while the shipments have reached $9,582,000. Add-
ing the Sub-Treasury and Federal Reserve opera-
tions and the gold imports, which together occasioned
a loss of $69,923,000, the combined result of the flow
of money into and out of the New York banks for
the week appears to have been a loss of $69,638,000.
It should be understood, however, that a good part of this

loss represents transfers to the Federal Reserve Bank

and therefore will not count as a loss in reserves.
Week ending June 22. Into Out of Net in
Banks. Banks. Bank Holdings.

Banks' Interior movement..
Sub-Trees. and Federal Reserve op-
erations and gold Imports &exports

39,867.000 $9,582,000 Gain $285,000

140,380,000 210,303,000 Loss 69,923,000

Total 18150,247,000" $219,885,000 Loss $69,638,000
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The following table indicates the amount of bullion
in the principal European banks:

June 21 1917. June 22 1916.

Banks of .
Gold. | Silver. Total. Gold. Silver. 1 Total.
£ £ £ £ £ £
England.. 56,634,774 56,634,774 61,707,696

- 61,707,696
13,824,120204,100,880
1,743,250125,001,950
6,806,0001160,803,000
12.140.000, 63,718,000

Francea.. 130,009,406
Germany. 126,667,650
Russia 147,788,000
Aus-Hun.c 51.578.000

10.320.000 140,329,406 190,276,760
2,491,350 129.159.000 123,258,700
11.753.000 159.541.000 153,997,000
12.140.000 63,,718.000 51.578.000

Spain___ 58.969.000 30.262.000 89.231.000 41.085.000

Italy...... 33.719.000 2,582,000 36.301.000 39.869.000 33;313;888: Z%Igngggg
Netlierl'ds 49.536.000 618,300 50.154.300 45.718.000 634,600, 46,352,600
Nat.Bel.h 15.380.000 600,000 15.980.000 15.380.000 600.000, 15,980,000
Swltz'land 13,670,300 13.670.300 10,222,200 ......— 10,222,200
Sweden .. 11.276.000 11.276.000 9.237.000 .. 179,237,000
Denmark. 9.996.000 "136,666 10.132.000 8.013.000 229.000, 8,242,000
Norway _.  7.161.000 7,161,000 6.618.000 6,618,000

Tot. week. 712,385,130

70,902,650783,287,780 756,960,356! 70,439,970827,400,326
Prev.wcek 709,896,592

70,688,1001780,584,69211756,074,460' 70,471,530 826,545,990
a Gold holdings of the Bank of France this year are exclusive of £81 390 987
held abroad.

* The gold holdings of the Bank of Russia for both years In the above statement
have been revised by eliminating the so-called gold balance held abroad On
the latest reported date, the amount so held, £211,880,000

¢ July 30 1914 In both years, h Aug. 6 1914 In both years.

THE WAR LOAN SUBSCRIPTION.

The oversubscription of $1,035,226,850, which iff
stated to have been made to the $2,000,000,000’
United States 334% war loan, is undoubtedly an:
achievement of which the nation may be proud;
and not the least of its pride may be bestowed
on the banks and bankers to whose vigorous and

disinterested campaign for the loan its great
succees was mainly due. To just what extent
the response of subscribers surpassed expecta-

tions, or whether it actually did surpass what well-
informed financiers had looked for, isnot, perhaps, so
easy to say. There were times, during the sub-
scription period, when predictions were heard that
the loan would be covered two or three times over.
These were no doubt the hasty inferences from the
first large applications, when the community had
not yet quite grasped what it meant to draw two
thousand million dollars from the savings of the
people. There were experienced financiers who
confidently predicted, weeks ago, a $500,000,000
oversubscription, and there were others who antici-
pated that the loan would be barely covered. No
one, however, seriously looked for a failure of the
subscriptions to meet the amount applied for.

Comparison with the results of the European war
loans is not entirely simple, because practically all
of those loans were for unlimited amounts; that is
to say, the aggregate issue was restricted only by
the amount applied for by subscribers. There was,
therefore, no specific objective point, as in our own
new loan. England’s first war loan of 1914, how-
ever, was for a fixed amount, £350,000,000. This
amount was less than that of our present loan, and
it bore the same 3% % interest rate. But, although
offered at 95, instead of par, it was floated with diffi-
culty, and barely covered in the subscriptions. All
subsequent British loans were at a higher rate, as
were all other war loans issued by European bel-
ligerents. It is, therefore, strictly correct to say
that the United States has not only borrowed on
more favorable terms than any other nation in this
war, but that this is the only war loan of a fixed
amount which has been largely oversubscribed.

In such a comparison, however, it is only fair to
allow for the fact that the European belligerents
put out their first war loans in the moment of
economic disorder which prevailed at the outbreak
of the war, when the markets of the whole world had
been caught unprepared and off their guard. In
our own case, the situation has been entirely differ-
ent. Not only had the United States been accumu-

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



2493

lating wealth on an enormous scale during the war
itself, and accustoming its investors to take new war
loans for all foreign Powers in this market—running
in the aggregate into the billions of dollars—but it
had already adjusted itself to world-wide war con-
ditions, and its own markets had been scarcely
ruffled by the entry of our Government into the con-
flict. Nor can it be overlooked that the European
communities did not learn the art of intensive “pub-
licity campaigns” until after their early war loans.
The remarkably effective and brilliant canvass made
under the auspices of our bankers was largely pos-
sible because of the lessons learned from the similar
popular campaigns for Europe’s later issues.

Washington dispatches quote the Treasury as
having decided that only the $2,000,000,000 bonds
originally announced will be allotted; in other words,
that advantage will not be taken of the $1,035,000,000
oversubscription to obtain additional sums for the
Government. If the estimates on requirements
which the two billion dollar sum was to meet have
been correctly made, this decision is probably wise.
There will be proportionately less derangement of
the markets if actual subscriptions arc held down
to the figure first proscribed, and the excess will, in
a certain sense, be available for future subscriptions.
The question suggests itself, however, whether this
policy does or does not mean that the next loan—
probably to be offered in the early autumn—will
be-offered at the same rate of interest as the present one.

It is perhaps too early to discuss the rate for the
next loan; that will depend partly on money market
conditions between now and the time of announce-
ment, partly on the price of the new bonds on the
market during the summer, and perhaps in a meas-
ure on the course of the war itself. It may be
determined largely by prices in the rest of the invest-
ment market; for a further considerable decline in
high-grade municipal and corporation securities
would introduce a strong element of competition
with another 33~% national loan. It will probably
be found that the immunity from income tax was a
powerful influence in the large subscriptions to the
present loan. There has been some talk—not,
however, from official sources—of removing this
proviso and raising the rate on subsequent loans.
But, quite aside from the fact that this would be
departure from a well-recognized tradition which has
always hitherto worked well, it is a question whether
the Treasury would not lose by such policy more
than it could gain. In England’s case, each of her
three successive war loans bore a higher interest rate
than the loan before it; the change being made in
every instance because of a decline in the older bonds
below the issue price and because of bankers' judg-
ment as to the disposition of the investing public.
It is true that the recent alternative 4% loan, offeree
by the British Exchequer, free of the basic income
tax, was not at all well taken as compared with the
taxable 5 per cents simultaneously offered; but we
believe that in this case immunity from the super-
tax on large incomes was not guaranteed.

In one respect, not mentioned as often as the
others, the great success of our initial war loan is a
very reassuring fact. Had the loan proved difficult
to place, had it been barely covered, then such a
result, with the possible implications regarding future
loans, would clearly have provided a fresh argument
for the advocates of throwing the major part of the
burden of war expenditure on the taxpayer. It will,
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at least, be impossible now to argue that the invest-
ment market cannot be depended on to meet require-
ments and that, therefore, compulsory requisitions
must be enlarged.

We are aware that the ostensible reason for exces-
sive war taxation has been the familiar reference to
the wrongfulness of putting the burden of present-
day wars on the shoulders of posterity. But this
argument has been mixed up with some very curious
ideas; one of them being embodied in the catch-
phrase “conscription of income ought to accompany
conscription of lives,” and another in the singular
idea that this war was brought on solely by very
rich capitalists to serve their own selfish purposes,
and that they ought, therefore, to be punished
through taxation. That there is need, in the inter-
ests of the State itself, for drawing the line very
closely both as to how much of our population should
be conscripted to the army and how much of the
national income should be diverted to the State, and
that the interests of American capital were being
pretty abundantly served by our previous condition
of neutrality, are points which never seem to have
occurred to the minds of these peculiar theorists.

One result of such perverted views, however, was
the House Revenue Bill; which, in order to raise
one-half of the estimated $3,500,000,000 expenditure
for taxes, took a form for which its authors publicly
apologized to the House. The Committee's Chair-
man himself announced that he would “vote for it
with his eyes shut.” Since the first consideration
to serious men is that war tax schedules shall inter-
fere as little as possible with the country’s financial
and economic welfare, since the House bill admittedly
did thus interfere in half a dozen directions, and
since there is absolutely no precedent for the raising
of 50% of the money for a costly war from taxes,
no one seriously expected that the House bill would
be the last word in our taxation program. There is
not the least reason for surprise that the Senate Com-
mittee is now overhauling the clumsy and haphazard
provisions of that bill, and, by recent accounts, is
courageously cutting down the aggregate sum to be
raised from taxation from the $1,800,000,000 of that
measure.

WAR AND LITERATURE— THE FUTURE TYPE
OF MAN.

After the war, what will come?
to speculate. The present awes with its horrible
insistence. Man'’s future lies afar, an airy fabric on
the rim of destiny. There is an ideal, a “dream,”
magnificent; a pageant of universal liberty, a glorious
vision of world-democracy. But even as we look,
the smoke of earth’s holocaust blots out the vision.
The real is now and here, and the great voices of
prophecy are stilled.

Sir Gilbert Parker, himself a notable writer of his
time and country, has ventured to forecast the effect
of this war upon the world’s literature. In a recent
interview he says:

“Already the great certain outcome of this war is
a living historical sense. Men who have seen the
clash of nations and the violence of great battles will
not return to the tuppenny-ha’penny problem story
and the photographic realism and the clever inanity
of certain authors who will have had their day. The
bigger thing is coming. The great legitimate drama
of life and character, national and individual, will
seize and absorb and control the passionate emotions
which make great literature, great art.”

Few indeed dare
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One cannot doubt that the ideal towards which
nations and men now strain will receive its due. And
in the deep silence which is to follow, the sad and
poignant memory will not forget the heroic sacrifice
which in a few short months sends vast civilian
populations into the jaws of death. Countless
instances of individual valor and heroism, like stars
that only “melt in morning/’ will furnish the historian,
novelist, and dramatist the incident and character
with which to personify the greatest theme of time.
But out of all the deeds and dreams, the acts and
intents, all the phases, theories, philosophies, will
emerge the colossal figure of man. Not govern-
ments, and forms of social and political rule, but
man himself. Trite as is the old saying of Pope,
will it not still be true in a wider sense that “the
greatest study of mankind is man”? For in the
long and silent years to come must there not be an
inevitable balancing of the good and evil, the wisdom
and folly, of it all? And can it be possible that in
the slow and painful processes of restoration, the
builder will come to know himself as the destroyer?
Even now the thought of the world is pregnant with
the hope that he will—for in this conscious revelation
alone rests the consummation of lasting peace.

But how, in the world of to-day or of to-morrow, is
man to know the type-man; where will this spiritual
evolution lead us? It is with a strong sense of doubt
and dread that we read the following statement of
this widely read author:

“There's anarchy in Russia. The Russian Revo-
lution corresponds in many ways to the French
Revolution. For five years the French Revolution
was performing its monstrous crimes before Napoleon
came. But the point is that Napoleon came, and
came from a little island which was only French by
possession. Now, unless Russia has such a dictator
as Napoleon became, | see no hope for her or her
share with the Allies in the struggle against the
Central Powers. But the man will rise; with every
revolution the man has risen. It may be Kerensky.
I don't know. But it will be somebody.”

Will the great literature with its superlative lesson
and vision which Gilbert Parker predicts, will it as
an expression of life, show us man as of Napoleonic
mould? Instantly we are reminded of a great author,
Victor Hugo and his masterpiece, “Les Miserables”
and the immortal character of Jean Valjean. The
author takes issue with the alleged statement of
Howells that war Kills literature. He recalls Lowell.
True, the war gave rise to the “Biglow Papers,” but
some of the stanzas are saturated with a love of peace,
and at most the production is an apology for war,
indeed in it is to be found the doctrine that “war is
murder.” But Lowell rose to greater heights than
the “Biglow Papers.” He also wrote “The Vision

of Sir Launfal.” Listen to this:

“Earth gets Its prico for what Earth gives us,
The beg%ar is taxed for a corner to dio in,

The priest hath ixis feo who comes and shrives us.
We bargain for the graves wo lio in;

At the devil's booth aro all things sold,

Each ounce of dross costs its ounce of gold;
For a cap and bells our lives we pay;

Bubbles ice buy with a whole soul’s tasking;
'Tis heaven alone that is given away.

'Tis only God may he had for the asking-,"

Ah, when the true man emerges from the “soul’'s
tasking” of this war for an ideal will he longer bear
semblance to Napoleon? The vision and the voice,
what will they be? Not in a theological but in a
very human sense, is not the eternal question still
ringing in the mists of present and future: Shall the
hero be a Constantine of old or a Christ?
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IMPROVEMENT IN BUSINESS METHODS.

The plan of the Government and the Allies to put
their purchasing of supplies into the hands of one
man, and the calling of Mr. Henry P. Davison to be
the business head of the Red Cross, indicate the
suddenly discovered need of new methods and highly
developed system in the conduct of these lines of
business activity, which are in themselves compara-
tively simple and were supposed to be well under-
stood. In many directions the helter-skelter of
trying to meet the war's demands for supplies is
eading to careless and unwise methods of business,
as it was sure to do. Already it is discovered that
some of the oldest and largest concerns have made
great, if not fatal, mistakes. Without exceptional
care there will be more, entailing serious trouble.
Even Congress is involved, and leading men are
confessedly voting with their “eyes shut.”

This may be regarded a passing stage which,
whatever the cost, will remedy itself. Our concern
is with the larger question of the general business
situation in regard to methods. Antagonism to
everything German must not conceal the fact that
Germany has carried method to high perfection, and
that in every department of affairs results corre-
spond. She was so rapidly overhauling England,
her chief competitor, in her manufacturing and her
foreign trade, that the wonder is that she ventured
to turn aside in her impatience to win dominion by
the chance of war.

We now have to face that supreme and terrible
ordeal. We have had three years of unexampled
increase in business and in wealth. Our foreign
commerce has assumed enormous proportions. We
are preparing to compete with the world in ocean
transport, a field from which we had practically
disappeared. However great may be the need of the
most carefully adjusted methods of business at
home, and we shall inevitably encounter prolonged
and serious strain, at the close of the war we shall
face the competition of the world. We can no
longer hope to stay at home and make a fortune by
“swapping jackets in the barn.” Abundance of
undeveloped natural resources and native cleverness
in manufacture will not suffice. Highly trained
technical ability on the one hand, and thoroughness
of organization on the other, will be essential. There
will always be much to learn, even in lines where as
Yankees we have considered ourselves shrewdest.
The problems of business if limited to those only of
methods of distribution and administration will
always be important.

As a matter of fact these are problems that have
received the least attention and are the least under-
stood. Methods in production and manufacture are
far more advanced. In some respects their problems
are simpler, and present themselves in more definite
form. Solutions once found can be promptly put to
the proof. Practically none of the real problems
are intra-departmental. They have wide relations
and deal with subtle and varied forces. Except in
the department of accounting which is concerned
chiefly with records, and to which much attention
has of late been given, no extensive or thorough study
has yet been made of what may be called the science
of business. In the effort to meet the requirements
of the new situation without such aid not only will
there arise the conditions to which we have referred,
but there is danger of breaking down the men who can
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least be spared. Bagehot's apothegm is to be
remembered, “ If the head of a large business is very
busy it is a sign that something is wrong.” In his
overwork can be read not only danger to himself, but
his lack of skill intelligently to adjust the business
under his hand.

For this reason we would call attention to a recent
book by A. W. Shaw, the lecturer on business policy
in Harvard University's Graduate School of Business
Administration. It is modestly entitled “An Ap-
proach to Business Problems,” because the author
finds that little has been written on the subject and
the available development of anything like a scientific
study or any system of established methods is as
yet incomplete. His immediate aim is “only to
discover a classification molded on living activities
to supply a uniform method of approach to business
problems, and to illustrate the application of this
method to typical cases; and by so doing to estimate
rightly the significant factors of any business
problem.”

In one short “Part” he deals with the problems of
Production, which will be found valuable; though he
considers production much more extensively systema-
tized than is general business. Parts Il and IlI,
which deal with the problems of Distribution and
Administration, are the more important. Of these
he makes careful analysis, dividing them under the
three heads of Creation of Demand, Physical Supply,
and Administration, using this latter term in the
sense of the relation of the management to
the separate groups of functions toward which
it should sustain some sort of relation. His in-
vestigations have found few experts either in
distribution or administration and few abso-
lute standards of practice, except in the field of
accounting.

He would make purpose the ultimate test of all
activities. When any is found concerning which the
guestion “What is its purpose?” does not bring a
prompt and satisfactory answer there is strong
reason to doubt its value. However supported by
tradition or custom, it may be superfluous, and
failure to eliminate it or to adopt some new activity
may be destructive.

The inter-relations of departments either in extent
or significance are unobserved by many managers,
though this interdependence is a fundamental
principle giving rise to the manager's need of a
strategic position overlooking and controlling all
departments, but free from routine concern with
details in any. A balance must be maintained.
The credit policy must balance with the production
policy, the purchasing with the selling and the selling
with the production. If, for example, production is
under pressure to manufacture at low cost with
relative indifference to quality, while distribution is
based on quality and service, the business manifestly
is out of adjustment; and so throughout. Most
businesses are built on the special training of the head
in a single line. He is a buyer or a salesman, or a
manufacturer, and his gift is his specialty. He
comes to depend on that too exclusively. The
department he manages has to bear the burden of the
departments he neglects. The consequences are
often grave. If two men with different train-
ing are joined, each runs his department power-
fully, and the effect is tangential or antagonistic.
The head should surround himself with men of
different gifts.
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When it comes to the question of distribution
involving creating a demand, as well as supplying it,
with the employment of middlemen, salesmen and
advertising, the problems are innumerable, and no
general answers are at hand. “Shall | sell direct
to the trade?” “Shall 1 depend on agents to create
the demand?” “Can | take on the whole burden of
creating demand and supplying it without too great
expense?” “Shall there be double pay for single
performance, as when the middleman demands pay
though the producer has made his own market?”
“How shall compensation forsalesmen be computed?”
“How shall the tendency of agents and salesmen to
fall off in many varying conditions be prevented?”
“In advertising, how shall the differences between
particular groups of customers, sections of the
country, wants existing, and wants to be created, &c.,
bo dealt with?” These are a few of the many
guestions that arise. In all, human psychology
plays a large part. Diversities of circumstances are
great, but laboratory methods and a certain standard-
ization can be introduced. Three main questions
must be asked and answered. First: How many
individuals may use the goods? Where arc they;
and how can they be induced to buy? Second: How
much will they be willing to pay? Third: How
create an adequate demand?

Comparatively little progress has been made in
observing and compiling the essential facts, classify-
ing*and co-ordinating them in tracing and defining
the broad tendencies and principles which the
analysis of a sufficient number of cases would dis-
close. The book will repay careful reading as it
goes into many details and covers a large field. Its
aim is to guide and help the responsible man “to
back away from the thing with which he is immediate-
ly occupied, and to see all the activities involved in
their true relations. This will enable him to deal
with the broader problems which changing conditions
and increasing social control of private enterprises
are proposing for solution.”

That this bears upon far more than a man’'s
individual profit and success is manifest. The war
is doing more than democratizing the personal
relations of all classes of men in the trenches, it is
promoting the interlocking of human society in all
relations. It is supplying the justification and the
emphasis of the theme of this book that, stripped down
to essentials, a business succeeds only as it serves.
“Unless it adds to the sum of human happiness or
comfort or progress, something which no other
activity or agent can supply so cheaply or so well, its
end is forecast; a more efficient competitor is building
to take its place.”

CANADIAN MANUFACTURING POTENTIALI-
TIES.
Ottawa, June 21 1917.

The Department of Trade and Commerce has
been engaged in propagandist work aiming to develop
the interest of Canadian manufacturers in export
trade. The task has been managed with intelligence
and no sparing of expense. Reports of trade com-
missioners in all foreign countries have covered cur-
rent developments with detailed thoroughness, so
that the manufacturers have little excuse for not
understanding the international trade situation and
the opportunities presented.

The response thus far has drawn from the Trade
and Commerce office the remark that many manufac-
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turers arc pessimistic as to after-the-war events and
scoff at the idea of Canada competing with Euro-
pean manufacturers. To this the reply has been
given that the readjustment of conditions will proba-
bly make wages in Europe approximate those of
America more closely than ever before. Further,
the depicted stocks of goods in Allied countries will
help maintain prices and make Canadian competition
more feasible. Reconstruction will create a demand
for Canadian cement, structural steel, exterior and
interior woodwork, builders’ hardware, &c. It is
pointed out, too, that the Canadian manufacturer in
his plentiful water powers has a distinct advantage
over the German, whose hydro-electric development
can never be a real factor in cutting costs.

From the Government’s point of view, not the least
dicouraging factor has been the failure of manufac-
turers to accept orders actually secured by trade
agents abroad, the reason for refusal being scarcity
of materials. The impression given the foreigner
is not conducive to repeat orders. Were Canada to
obtain only a small fraction of Germany's normal
export trade, it would more than take up the slack
caused by the inevitable trade declension of the first
years of peace.

Canada’'s manufacturing power may welljimpress
the Government with its vigor. Early predictions
limited the country’s output to products oEthe basic
resources, but this has proved poor prophecy. The
last census, 1910, gives the output of ~OOCUistablish-
ments at 81,166,000,000, an increase of | 142jper cent
on the value of the output ten years before.

Exports of industrial products have risen from
$16,000,000 in 1901 to $57,400,000]in 1914, which
reckoned practically nothing from war orders. The
capital employed in Canada’'s factories exceeds
$2,000,000,000, and last year the stimulus of war
production and special orders made our manufactured
products reach a point paralleling the amount of the
invested capital.

Much of the stress of the Trade and CommerceJDe-
partment is placed on the relations between Canada
and other British dominions, which hasjnot been de-
veloping to anything like the extent of trade withjthe
United States. As compared with the Union of
South Africa, Australia or New Zealand, individually,
Canada is a much smaller trader withVthe United
Kingdom, only 31 per cent of our total being in that
direction. The reason is, as pointed out by the
Dominions Royal Commission, that Canada is a
much larger producer of manufactured goods than
the other dominions, and this reduces the overseas
imports greatly. On the other hand, we have not
as yet become a large producer of wool, hides and
meat, which[the United Kingdom so largely requires.

THE CANADIAN GOVERNMENT'S RAILWAY
POLICY.

Ottawa, Canada, June 22 1917.

The boiling of the conscription pot in Canada has
not postponed consideration by the Dominion
Cabinet of the railway problem as reported upon by
Messrs. Drayton, Smith and Acworth recently.
Three weeks ago agitation of the subject suddenly
ceased. At that time the country was given to under-
stand that until the Government had disposed of
conscription, nothing would be done to affect the
present scheme of railway”management. A few days
ago a Conservative party caucus was held for the
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sole purpose of deciding upon the course to be taken
in relation to the Canadian Northern and Grand
Trunk Pacific. About $25,000,000 is needed—$8,-
000,000 for the Grand Trunk and over $16,000,000
for the Canadian Northern—to place them in a
position to do justice to the country’s transportation
needs.

The sentiment of the ministerial side is largely in
favor of the principle of nationalization, recommended
by Messrs. Drayton and Acworth. This also has
had the strong support of the newspapers and public
bodies. Fear was expressed by some members of
the Cabinet that the recommendations of the majority
report could not be carried out at a time when the
country is shut off from the world’'s money markets,
and is carrying a war burden of over three hundred
million dollars a year. It is noteworthy that W. M.
Acworth, one of the members of the special com-
mission, in a public letter declares that he and Sir
Henry Drayton based their recommendations on
current war conditions and carefully planned them
so as to minimize the necessity of provision of new
capital by the Canadian Government.

No final course has been decided upon by the
Government at the time of writing and will not be
until the conscription issue is through and that
may involve a general election. For that election,
however, a railway policy will be formulated which,
your correspondent is informed, will declare for
nationalization after the war and a continuance of
the system of financial help in the meantime.

COTTON ACREAGE AND CONDITION
JUNE 1 1917.

The failure of the last cotton crop to come up
anywhere near to early expectations invests all the
surroundings affecting the start and condition of
the present crop with more than usual interest. It
was not unnatural to expect that from a planting the
largest in the history of the country and some 12H%
heavier than in the previous season, there would be
an appreciable increase in yield, especially as the
preceding crop had been in no sense a good one.
But, despite the large increase in area, the year's
production, as indicated by the official returns to the
Census Bureau from ginning and delintering estab-
lishments, has been only about 4% in excess of that
of 1915-16 and fully 25% less than the growth of
1914-15, which was secured from a slightly smaller
area. In other words, the crop, taking the vyield
per acre as a basis from which to draw conclusions,
has turned out to be a distinctly poor one, the aver-
age product per acre approximating only 161 pounds,
or the lowest in any season since 1909-10, and ex-
ceeded in all but seven years in our record, which
extends back nearly half a century. The disap-
pointing outcome is to be ascribed in considerable
measure to unfavorable meteorological conditions,
which served to cut down the yield materially in the
leading States east of the Mississippi River, the
ravages of the boll weevil also being very damaging
in some localities, especially in Alabama. To a con-
siderable extent, too, however, the productiveness of
the soil in the older portions of the cotton belt was
lowered by the poorer quality of the fertilizers used
(one of the results of inability to secure potash, &c.,
from Germany, owing to the war) or the complete
absence of fertilization. Furthermore, drought was
effective in holding down production in Oklahoma
and Texas.
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This short crop, following a decided contraction
in yield in 1915-16, has injected into the cotton situa-
tion a factor that contrasts strangely with beliefs
entertained when the war broke out. At that time,
it will doubtless be recalled, a crop the largest in our
history was beginning to come upon the market and
it was expected that, with consumption in Europe
greatly curtailed, in consequence of hostilities, disas-
trous results to the cotton growers of the United
States could hardly be averted. Prices did fall
precipitately and continued comparatively low during
1914-15, leading to a marked reduction in the 1915
planting. In the meantime, however, business con-
ditions were improving and demand upon this
country for cotton goods by the Entente Powers and
by countries whose principal source of supplies had
been Germany gave an enormous impetus to con-
sumption here which current new supplies of the
staple fell short of meeting. As a consequence the
carry-over from the crop of 1915 was appreciably
drawn upon and at advancing prices. Thus it fol-
lowed that conditions (supply and prices at time of
planting last spring) were such as to induce the
putting in of a record acreage and it was figured that
with normal seasons a yield much beyond manufac-
turers’ needs would be secured, leaving a more or less
considerable surplus to go to swell existing reserves
against the time when, the war over, there would be
a large and urgent demand for cotton from Ger-
many, Austria, &c. Calculations as to the 1916
crop outcome failed, however, so that reserves
have now been further materially reduced, the visible
and invisible stocks of American cotton at the present
time standing at the smallest figure in some years
and are sure to be further curtailed before new cotton
will be available. It is to be explained, of course,
that the shortage is mainly in Europe, the spinners
in this country, now holding stocks not materially
under the same time a year ago. Concurrent with
the decrease in the general supply, prices have ad-
vanced greatly and at this date rule higher than at
any time since 1869, only excepting a very limited
period in 1872.

To an even greater extent, therefore, than a year
ago the situation this spring has been such as to
foster a tendency towards a marked increase in the
cotton-planted area of the country. Imagine the
Southern farmer, with cotton his staple crop, failing
to largely extend its cultivation when a market
seemed assured therefor at prices that he has rarely,
if ever, been favored with.

Investigations we have recently made, and which
furnish the basis for this report, are conclusive that
the disposition to add to area was very pronounced
at the opening of the farming season at the South this
spring—the period when land is prepared for crops—
the intention apparently having been to put in cotton
to the utmost extent that labor seemed likely to be
available to take care of it. But in considerable
measure early intentions have been frustrated by
the campaign inaugurated by national and State
officials, supplemented by the efforts of organizations
and individuals, to induce an extra large planting of
staple foodstuffs, so as to insure not only an ample
supply for home consumption, but a surplus to ma-
terially aid in relieving the tense food situation among
the Entente Powers, with whom this country is now
definitely aligned in the war against Germany and
the other Central Powers of Europe. Cotton acre-
age has nevertheless seemingly been slightly increased
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this spring, and to therextent that it exceeds that of
1916 is a new high record. That being admitted, it is
now a matter of weather conditions whether an en-
larged yield shall be obtained, though with fertiliza-
tion also an important factor. The weather more
than the area planted is the chief element in making
or marring a crop, as is well known, and has often
been pointed out by us.

Conclusions.

From the details by States given on subsequent
pages, we sum up our conclusions as follows:

FIRST.—Acreage—As already intimated, the
tendency to increase the area devoted to the staple
was very clearly defined early in the season, but for
the reasons already given the addition actually made
is merely nominal, as we interpret the information
received. It will doubtless be remembered that a
year ago the opinion was widely prevalent that a
climax must soon be reached in the European war,
and that with the end of hostilities there would come
an urgent demand for cotton from countries where
supplies were non-existent, and, accordingly, that
it was the part of wisdom to be prepared to take
advantage of such a situation. And the only way
this could be done was by increasing the area de-
voted to the staple. Now it has dawned upon our
people that the end of hostilities is yet far off, and
that it is our duty to make every effort to supply,
as far as possible, the deficiency in the food require-
ments of the countries with which we are in alliance
in the prosecution of the war. Thus, it is that we
find that large proportionate additions to cotton
area this spring are confined to States that in the
aggregate are small producers of cotton. In other
words, California, Arizona and New Mexico have
made additions running all the way from 30 to 400%.
Oklahoma, too, reports a very satisfactory increase,
and the same is true of Louisiana, where the boll
weevil has lost some of its terrors for the farmers.
On the other hand, the gain in area in Texas, where
very large additions were expected, is only 3%; in
South Carolina, 4%; and North Carolina and Arkan-
sas each 3%. The remaining States of mcntionable
production show decreases ranging from 2% in
Georgia to 14% in Alabama. The general result of
the spring’s planting, according to our analysis of the
returns at hand, is an average increase in area of
0.24%. The changes in acreage, as we make them,
for each of the States, arc as follows:

— Est. for 1917—
Inc. Dec.

Acreage
1916.
41,106
.. 1,665,414
2,733,676 4%
5,586,199
298,582
4,052,311
3,717,389
.. 1,339,675
.13,158,490
2,495.580 3%
867,770 4%

Acreage
1917.
41,106
1,715,376
2,843,023
5,474,475
289,624
3,484,987
3,631,520
1,420.056
13,553,244
2,570,454
833,059
3,654,075
114,236
157,810

States—
Virginia
North Carolina
South Carol
Georgia.....
Florida.....
Alabama...
Mississipp
Louisiana...
Texas.....
Arkansas...
Tennessee.
Oklahoma
Missouri....
California, &c..

39,683,045

This compilation shows that there is a net increase
compared with 1916 of 0.24%, the total acreage
reaching 39,683,045 acres in 1917, against 39,587,271
acres in 1916. We add figures for previous years,
giving not only the acreage but the total crop for
each year, with the percentage of increase or decrease
in area and the production comparedJ”vith the
previousjfyear and”the product per acre.
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rm 1916-17. 1915-16. 1914-15. 1913-14. 1912-13.
41 36 43 42 42
1,665 1,448 1,665 1,665 1,648
2,734 2,419 2,749 2,777 2,777
5,586 5,078 5.520 5,492 5,468
299 284 299 293 300
4,052 3,752 4,169 4,128 4,106
ississippi 3.717 3,380 3,634 3,494 3,417
Mississippi 1340 1196 1,329 1,254 1,090
13,158 11,645 13,084 12,703 12,041
2,496 2,189 2,488 2,415 2,322
868 789 876 859 839
3,415 2,799 3,414 3,298 3,198
Missouri, &c 216 175 208 153 129
39,587 35,190 39,478 38,573 37,377
al2,953 015,067 14,884 14,129
Increase in acreage 12.58% *10.86% 2.34% 3.20% *0.54%
Increase in production- *16.32% 3.13% 3.40% *11.93%
Product per acre, Ibs— 180 188 189 187

Acommercial crop’s; actual growth including linters,
in 1914-15 and 11,963.447 bales in 1915-16.

16,678, 110 bales
* Decrease.

SECOND.—With regard to the maturity, culti-
vation and condition of the plant, the conclusions
we reach are as follows:

(1) In maturity the crop at this writing (June 20)
is unquestionably a late one, but that in itself is no
especial drawback, some of the most satisfactory
yields in our record having been in seasons when
development of the plant had been materially re-
tarded by adverse conditions prior to July 1. As for
several years past, the absence of floods eliminated
one important factor of the planting season this year,
but excess of moisture over much of the belt during
the early spring, and dry weather in the Southwest,
supplemented by rather low temperature, delayed
seeding and served to retard prompt and satisfactory
germination. Consequently the amount of re-
planting required was, on the whole, much in excess
of the average. Toward the close of May, however,
improvement in the weather was noted, and the offi-
cial weather bulletins since have been of a character
indicating that conditions have as a rule been favor-
able for cotton. It is clear, therefore, that in the
belt as a whole the situation now is much better than
it was at the close of May.

(2) Cultivation of the crop has received the cus-
tomary attention. As regards fertilizers, an increase
in the takings of commercial varieties is to be noted
this year, but quality is referred to by a number of
our correspondents as being rather poor. It is
understood, of course, that in Mississippi, Louisiana
and the Southwest fertilizers are ordinarily not' a
very important factor in cotton growing, but even
here there has been an increase in the quantity used.
In the older cotton States an extensive use of aids to
productiveness is considered essential to reach satis-
factory results.

(3) Condition of the plant is now fairly satisfac-
tory. The Agricultural Department reported the
average condition in the whole belt on May 25 as
69.5 against 77.5 on the same date in 1916, 80 in
1915 and 74.3 in 1914 (the record crop year), and a
ten-year figure of 79.1. The weather since, accord-
ing to our private reports as well as the official
bulletins, has been of a nature to foster belief that
the returns for June 25 will substantiate views cur-
rently entertained that the present status of the crop
is not very much behind a year ago at date.

Our summaries by States are as follows:

VIRGINIA.—Over tho limited cotton area of Virginia
planting was commenced about the middle of April and was
completed in its first stage shortly after tho first of May,
but due to cold weather and frost in some localities, as well
as to lack of moisture, to some extent seed germinated
slowly. Furthermore, tho adverse meteorological con-
ditions rondored necessary an amount of replanting some-
what in excess of normal. Development of the plant was
slow, moroover, in consequence of continued unsatisfactory
conditions so that at tho close of May stands, whero se-
cured, wero reported poor. It is to bo noted, however, that
June brought a favorablo change in the weather and a con-
sequent brightening of the outlook, the plant at this time
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promising quite well. Fields are clean in the main. Acre-
age, small in any event, does not seem to have undergone
any mentionable change this spring. FEI’tI|IZ€I’, however,
seem to have been more freely used.

NORTH CAROLINA.—From this State as from much
the greater part of the South east of the Mississippi River
this spring the complaint has been of low temperature and
too much moisture. This not only interfered with prepara-
tion of the soil and the planting of cotton, but was otherwise
detrimental. Indicating the situation more concisely, we
note that one correspondent refers to the first 20 days of
April as furnishing as fine weather for cotton as could be
desired, but thereafter for an extended period it was wet
and unseasonably cold, causing damage of a nature on thou-
sands of acres that necessitated plowing up and replanting
which resulted in the turning over of some of the territory
to grain. The actual work of putting in the crop the present
year started around March 25, in some localities became
active generally between April 10 and 20, but proceeding
rather slowly under retarding conditions was not finished
until about June 1 or some 10 days later than a year ago.
There is some conflict of opinion in our returns on germina-
tion. In some instances seed is reported to have come up
well, but as a rule the start was poor, germination having
been retarded by cold and wet weather, frosts around the
middle of May being cited as responsible for much injury.
Tho warmer weather of late May, however, was beneficial,
but it was not until the very satisfactory conditions that
have prevailed quite continuously thus far in June had had
time to have effect that perceptible or encouraging im-
provement in the plant is discernible. It is almost needless
to say that the conditions in the early seasqn were respon-
sible for an unusual amount of replanting—in some cases it
is said to have involved all the early sowings. Stands, poor
on tho whole around tho first of Juno arc now fairly good,
and most recent conditions have been favorable for field
work; the crop is in the main in a good state of cultivation,
but later than usual in maturity. With the situation as it is
now it would seem that normal conditions hereafter should
assure at least a fair yield in North Carolina, this assumption
subject to only such modification as lack of quality in the
fertilizers used might entail. AcCreage— There is no ques-
tion but that everywhere at the South this year the inten-
tion was to very considerably increase the area under cotton,
the exceedingly high prices ruling furnishing the needed
incentive, and had first plantings come up well generally
it is quite true that original plans would have been closely
adhered to. But between the time of the first putting in
of seed and of replanting the campaign for expansion of
foodstuffs area has been active and has taken some territory
away from cotton. At the same time, however, the staple
seems to have been a gainer in acreage to the extent of
about 3% . Fertilizers— A moderate increase in the use of
commercial fertilizers is reported this spring, but some of
our correspondents report quality as poor. On the other
hand, home made manures have been less freely availed of.

SOUTH CAROLINA.—The main cause for complaint in
South Carolina this spring appears to have been cold weather,
although at times, more particularly in March, the rainfall
was rather in excess. These adverse factors, however, did
not servo as very important deterrents at the time of pre-
paring land for the crops or of its actual planting, but later
on the low temperature did act to check prompt germina-
tion. Planting was begun in some sections about the mid-
dlo of March and a month later was generally under way,
being completed in the main by tho 15th of May. In Sea
Island sections, however, the finish was not until near the
first of June. It is to be noted that, on the whole, seed got
a good start—some characterizing it as exceedingly good—
but early favorable conditions were followed by a severe
and long continued cold snap that damaged crops over the
northern half of the State. In fact, it is reported that in
tho Piedmont region it was necessary to plow up a good part
of tho already seeded area and some of it was abandoned
so far as cotton was concerned. Elsewhere replanting was
of very moderate extent and generally on light sandy soils
better suited to truck farming than for cotton, unless liber-
ally fertilized. On those lands food crops were in part
substituted for cotton. In late May meteorological con-
ditions turned more satisfactory and during the elapsed
portion of June have left little to be desired; as a result the
plant has done well and at this writing stands are good and
average better than a year ago. Fields moreover are well
cultivated as a rule. Acreage.—The tendency as regards
area has clearly been towards increase this spring. This
was especially true at the time planting was begun, but ar-
guments advanced in favor of extending the raising of food
crops have been to some extent effective in modifying early
intentions as regards cotton. Still we believe we are safely
within the mark in estimating the average gain in area de-
voted to tho staple this year at 4%. The taking of com-
mercial fertilizers have seemingly been increased this spring
over last and there has been an increased use of home made
manures.

GEORGIA.—We find a somewhat different situation in
Georgia this spring than in the Carolinas—different in the
sense that the tendency toward increase in area apparent
in the more northerly States has been largely absent here. It
is, moreover, hardly possible to offer any general or single
explanation for this status of affairs. In Southern and
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Western localities the boll weevil, which had appeared in
some forty or more countries over a year ago, is doubtless
more or less responsible, but there is also reason to believe
that the food crop situation has been an impelling cause in
sections from which supplies could be forwarded early and
profitably to Northern markets; and finally the failuro of
some cotton to come up has focussed added attention to this
latter phase of the country’s economy, resulting at time of
replanting in the replacement of cotton with corn, &c. At-
tention in all of our returns from this Stato is called to cold
weather as the preponderating adverse factor this spring.
This is not clearly reflected in the average temperature for the
State or for individual localities, but nevertheless it is true
that in most sections of Georgia and for quite extended
periods the nights have been too cold for satisfactory develop-
ment of the cotton plant. Tho planting season has been
an unusually prolonged one this year. Work started as
early as the 5th of March in some districts, but was not
completed generally until close to tho end of May or nearly
two weeks later than a year ago. As can bo inferred from
what is stated™ above, germination was checked by low tem-
perature, causing seed to come up slowly and, moreover,
poorly as a rule and the amount of replanting necessary
to bo done was much in excess of that of an average year.
The weather turned warmer in late May, but at that time
there were some complaints of lack of moisture. It is quite
evident, therefore, that at the opening of June tho situation
was not as favorable as usual at thattime, the stands, on the
whole being rather poor or indifferent. June-, however, has
brought a succession of favorable conditions and advices
as we go to press indicate much improvement in tho plant
and an outlook for a fairly good crop with normal seasons
hereafter. Cultivation has been thorough. Acreage.— There
is little to be added to what wo have stated above as regards
area. Decreases seem to have been tho rule and in some
cases radical, with the average falling off for the State, as
we interpret tho returns, 2% . Fertilizers have been loss
freely used than in an average year, but moro freely than
in 1916.

FLORIDA.—In moderate degree cold weather has been
a retarding influence in Florida this spring, but not suffi-
ciently so to interfere much with planting of cotton. That
work was begun in this State a little before the middlo of
May and finished by tho first of Juno, or at about the same
time as in 1916. The main effect of the low temperature
was in cheeking germination of seed and in consequence the
start of tho crop was rather poor over a portion of tho area.
Towards the middle of May, however, warmer weather
set in and with a favorablo run of moisture tho plant began
to improve perceptibly. No important amount of replant-
ing of the staple has been done. On tho contrary, where
the stands of cotton secured were exceptionally bad the
fields were plowed up and planted in corn. At the opening
of June stands were fairly good in the main, though the plants
lacked vigor, but favorable conditions since havo worked
marked improvement, while cultivation has been well
looked after. Some apprehension as to possible damage
by the boll weevil appears in a few of our returns. One
of our oldest and mostvalued correspondents states that they
have already appeared in nearly all tho fields in his vicinity.
Acreage.— The area under cotton in Florida is small in any
event, but has been decreased moderately, owing to the
greater attention given to grain and other foodstuffs. We
place tho reduction at approximately 3% . Fertilizers are
never much used in Florida, but this year the takings of com-
mercial varieties have been more than a year ago.

ALABAMA.—Our advices from Alabama furnish con-
clusive evidence that weather conditions this spring served
to considerably delay tho preparation of land for crops and
the putting in of seed over an important section of tho State
and thus indirectly caused a cutting down of tho area in-
tended to bo sown with cotton. Specifically during the
early spring a succession of heavy rains at intervals of a
week or so kept the large area of bottom land in the southern
portion of the State submerged much longer than is usually
the case, thus delaying farming operations to such an extent
as to forco farmers to forego planting cotton and devote tho
territory to corn; consequently tho acreago intended for tho
staple at the beginning of tho season fell short. In earliest
sections planting was commenced shortly after tho first of
March, but due to various hindrances was not completed
until near Juno 1. In fact tho lowness of tho temperature
was not only a retarding influence as regards tho prosecution
of work, but also detrimental to satisfactory germination.
This was particularly so in May, temperature ranging well
below normal for about two weeks and as a result cotton
seed was so chilled that germination was greatly interfered
with, and in many instances whero it failed to start off well
corn was substituted. Speaking of the Stato as a whole
seed came up poorly at first and more than tho usual amount
of land had to be replanted, some of which, as already re-
marked, went to corn, and somo to peas and other crops.
Toward the close of May weather conditions changed for
the better in some respects, but at that time complaints of
lack of moisture began. Latterly under moro favorablo
conditions marked improvement in the crop is to bo noted,
but stands are hardly up to tho average. Tho fields, how-
ever, are clear of weeds and grass. Acreage.— Various
causes have contributed to bring about a decrease in cotton
acreage in Alabama this year. Some of them are noted
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above, but in addition the fear of tho boll weovil has operated
to some extent and then again there has been the incentive
to extend the area in foodstuffs in general. Altogether
through tho various causes it would appear that there has
been a loss of approximately 14%. Fertilizers.— There
has been a small increase in tho use of homo manures, but
a somewhat noticeable decrease in tho takings of commer-
cial aids to productiveness.

MISSISSIPPI.— Our replies from Mississippi this spring
cover complaints of a series of unsatisfactory weather con-
ditions over most of the territory during quite an extended
period. At first there was too much rain, which prevented
farmers from properly breaking up tho soil, and later on
tho weather became too dry and in somo sections moisture
was claimed to be badly needed. As for soveral seasons
past, however, tho inundation of cotton lands was an en-
tirely absent or negligible factor. Tho putting in of seed
started in earlier districts about the 20th of March and after
various delays was over two months later, or about 10 days
behind 1916. There seems to be a unanimity of opinion
among our correspondents that seed came up poorly as a
result of adverse meteorological- conditions and in some
localities an excessive amount of replanting was found to be
necessary. This resulted to tho detriment of cotton, as
between the time of original sowing and replanting agita-
tion in favor of increased food crop production gained
strength with tho result that to a mentionable extent corn
displaced cotton. It is perhaps not too much to say that
little of a favorable nature is to bo said of the weather con-
ditions that prevailed until late in May. April was gen-
erally cold and rainy and the samo was true of most of
M ay, with frosts in localities as late as tho 5th. Such con-
ditions were not conducive to satisfactory development of
the plant and in consequence stands on June 1 wero either
indifferent or poor. In fact around that date somo of our
reports were decidedly pessimistic and tho outlook for a
fair yield from tho area planted was considered very doubt-
ful. But almost continuously since June set in favorable
weather has been experienced and is reflected in latest ad-
vices that stands have improved very materially and now
average good. Furthermore, tho condition of tho fields
is excellent. Acreage.— Notwithstanding the incentive to
largely increase cotton acreage furnished by tho very high
prices ruling for tho staple, there has been a loss in area this
year. This is variously explained by fear of the boll weevil
in some sections after the experience of 1916, and to a moro
extensive planting of foodstuffs. A careful analysis of our
reports leads to tho conclusion that tho falling off has been
not less than 5% . Fertilizers are a negligible factor in this
State.

LOUISIANA.—Our advices from Louisiana are on the
whole of a more favorable naturo than thoso from the Gulf
Coast States already roviewed. A favorablo winter, with
plenty of moisture, put the soil in satisfactory condition and
preparations for tiro crop wero carried on without serious
delay. Planting was commenced between March 20 and
April 1 and in many sections was completed before tho close
of tho last named month. To a limited extent, however,
seeding was still in progress late in May. Seed came up
well as a rule, but in somo cases slowly on account of low
temperature and from tho samo eauso more than an averago
replanting was required in somo sections of tho State. In
fact we havo a few reports of oven a third planting before
satisfactory germination was reached. The principal cause
of complaint this year has been low tompcraturo, although
in a few districts towards the closo of May rain was claijned
to bo needed. But it is stated at tho same time that tho
plant stood tho adverse conditions romarkably well; and
since generally favorablo weather has sot in it has developed
very well. In fact the goneral concensus of our reports
now is that a good stand has been secured and that cidtiva-
tion has been attended to in a thorough manner. On this
latter point there are those who report the status of the
fields as better than at any time in a decade. Acreage.—
Wo aro not left in the least doubt as to tho trend in area in
this State this spring. In almost every instanco some in-
crease is reported and we fool warranted in making tho ad-
dition 6% on tho averago. Fertilizers rarely used at all have
been availed of a little moro freely.

TEXAS.—Our reports from this Stato indicato that con-
ditions during tho winter in practically all sections was
favorable for tho preparation of the soil, but dry woather
prevailed over the greater part of tho territory, so that as a
rulo when the planting season began tho soil excopt in
eastern and northern districts did not contain sufficient
moisturo to insuro satisfactory germination of seed. Tho
situation was most unfavorable in tho southern portion of
tho State, where the drought of last fall continued through-
out tho winter months. A valued correspondent writes,
in fact, that this has been an unusual planting season,
work of putting in of seed having proceeded vory slowly
until near tho middle of May owing to tho lack of moisturo.
He remarks, moreover, that in somo new ground seed
planted late in March and early in April did not germinato
until mid-May. It is to bo noted, too, that low tompera-
turo was a hindrance in April and to some extent in May.
Taking tho State as a whole planting was begun in tho
earliest sections in the closing days of March, became gen-
eral around tho middle of April in most districts and was
completed in tho main between May 20 and 25. There is
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naturally some conflict in our advices on germination, as
it coukl hardly bo expected that over an area so extensivo
as that of Texas the start could bo either uniformly good or
poor. Wo find that whero the seed did not start off well
dry weather is quito generally given as tho operating cause
and that complaint applies particularly to early plantings.
Rolief from drougthy conditions began to bo experienced
in many sections of the State in tho latter part of April,
but tho Southwest continued in need of rain until near the
middle of May, and as intimated above low temperature
was at tho samo time a deterrent to satisfactory develop-
ment. Around tho 20th of May, however, tho temperature
turned moro favorablo and with tho rainfall about as de-
sired for tho best interests of the plant, development was of
a character to virtually insure a good stand which according
to our latest advices has now been secured. Fields more-
over are in good shape. South and West Texas, though,
neod moisture. ACI’eage.—With cotton ruling at a vory high
level for some time past thero has been every incentive to
largely increase tho area devoted to it this year, es-
pecially as every season sees a more or less important addi-
tion to the cultivated area of tho State through the addi-
tion theroto of virgin soil. Whon planting began, it was
quito confidently expected that this year’'s addition would
be somowhero near 15%, but intentions thon expressed
have been somewhat modified as a result of tho country-
wide campaign for a largo extension of tho foodstuffs area.
Still, notwithstanding efforts in that direction, wo feel
warranted in estimating tho gain in cotton acreago in Texas
this spring as 3%. Fertilizers ordinarily play a vory unim-
portant part in the agricultural economy of Texas, but seem
to have claimed attention this year in somo sections.

ARKANSAS.—Preparations for tho crop wero delayod
in Arkansas by cold weather, and after planting had begun
somewhat excessivo or continuous rains were a hindrance
to satisfactory progress. Specifically the putting in of
seed was commenced about April 20 as a rule, but was not
complotod until vory near tho end of May. Tho continua-
tion of cold weather through April and much of May in-
terfered with proper germination and as a result seed came
up poorly as a rulo, and in many instances first plantings
died in tho ground. Consequently a conspicuously largo
roplanting was necessitated. Summarizing the situation
briefly as it is sot forth by some of our oldest correspondents,
it would appear that planting was nearing completion with
a fair proportion of tho crop up when cold weather near
tho middle of May did material damago and cotton seod for
roplanting boing procurable only at high prices a fair amount
of territory intonded for cotton was turned to other crops,
mainly corn. Weather conducive to satisfactory develop-
ment of tho plant was not experienced until after tho first
of Juno, but sinco it set in it has been quito continuous turn-
ing a moro or less dubious prospect into one of fair promiso.
But quite recently there have been complaints of too much
rain in some sections. Stands, however, are now fairly good
and tho condition of the fields call for no special adverse
comment. Acreage.—High prices wore a factor calculated
to induce a material extension of cotton area this year but
tho various circumstancos reforred to above caused a con-
siderable modification of early intentions, so that as our
roports run it does not appear that tho actual increase has
boon in excess of =>/c” Fertilizers— A decrease in tho
takings of commercial fertilizers has been offset to somo ox-
tont by an increased use of home-made composts.

OKLAHOMA. Cold weather and lack of moisture havo
boon tho burdon of complaint from a largo part of Oklahoma
this spring. During April temperaturo was below normal
as a rulo and in May tho samo was truo except for a brief
period, and rain was most conspicuous by its absonco.
These conditions wero naturally adverso to farming in-
terests and find reflection in our replies, but not so strongly
as from somo other parts of tho South whero tho weather
was of similar character. Tho planting season however
seems to havo suffered considerable prolongation for while
work was begun in somo localities as early as March tho
finish in the State as a wholo was not until after Juno 1.
As regards germination our advices are somowhat in con-
lliet. In instances it is noted that soed came up vorv well
and in others fairly well, but by far tho greater number of
our correspondents say poorly, the cold ground causing
somo planting to fail to come up or in conjunction with dry
weather checking growth. Thus is explained an amount
of roplanting greater than normal and a loss by cotton to
corn of somo of tho soil that had to bo replanted. The
last half of May brought beneficial rains over much of tho
Stato, but at tho closo of tho month moisturo was still
noodod in southwestern sections. On tho wholo, however,
meteorological conditions dosirablo foi* tho best interests
of cotton woro not experienced until Juno sot in. Still
with their coming tho plant which appears to havo been
held in check rathor than permanently injured began to tako
on satisfactory growth and latterly has dono very woll in
dovelopmont. It follows, therefore, that stands now aro
good, although not as far advanced as in a normal season,
and tho farmers, not having mot with any important hin-
drance in tho work of cultivating, havo thoir fields in excel-
lent shapo. Acreage.—lt would bo strange if in compara-
tively now territory like Oklahoma price considerations
should not havo had a marked bearing in determining area
this year. To some extont plowed up wheat land lias been
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added to that originally intended for cotton, but on the
other hand corn has been substituted for the staple in areas
where first plantings failed to come up. A careful con-
sideration of the information at hand leads to the conclusion
that the current season’s addition has averaged 7%. Fer-
tilizers are almost entirely neglected here; this, of course,
applies more particularly to commercial sorts, as good and
prudent farmers always use whatever of this nature has its
origin on their own farms.

TENNESSEE.—According to most of our correspon-
dents the current spring has been unusually unfavorable, long
continued cold and dry weather having been a decided
drawback. Planting began in some sections about the
middle of April, but did not become active until after the
first of May and was concluded in the closing days of that
month. Advices indicate that some of the early planting
came up well, but thereafter the start was poor in the main
owing to low temperature and lack of moisture and from
those causes much replanting was required, and in some
instances this inured to tho benefit of corn, peas, &c., at
the expense of cotton in view of tho high prices ruling in the
State for most varieties of foodstuffs. The cold weather
continued well up to tho close of May, but since that time
improvement in that respect has been experienced and there
has been sufficient rainfall to assist in improving develop-
ment of the plant. Tho result is that the present promise is
far better than had been anticipated a month earlier, but the
crop is very backward. ACreage.— On this point our cor-
respondents are in practical agreement that the early inten-
tion of farmers was to put in an appreciably larger acreage
of cotton, but before replanting had really been entered upon
the seeming acute foodstuffs situation engaged their attention
and in the aggregate sufficient territory was taken away from
cotton to bring about a decrease of approximately *4% in
tho State as a whole. Fertilizers— In some sections of the
State a greater amount of commercial fertilizers is reported
to have been used, but as a rule of poorer quality than usual.

MISSOURI.—Planting of cotton was begun at a rather
early date— before tho middle of April in fact—in Missouri
thisyear, but meteorological conditions were such as to delay
work and give the seed a rather poor start as well. In other
words tho spring was decidedly backward, temperature
ranging lower than usual most of the time with light frost
in somo localities as late as the 23rd of May. The result
has been a much larger amount of replanting than is nor-
mally necessitated, the seed put in the ground early having
been in great measure lost. Late planting started off
better, but germinated very slowly and conditions were not
especially favorable to development of the plant until June
came in. Recently, however, cotton has done quito well
and now, on the whole, stands aro fair to good. Acreage.—
The hindrances encountered during the planting season are
reflected in the area put into cotton which apparently shows
no change from_a year ago, whereas some addition had been
oxpected. Fertilizers of any description are but slightly used.

CALIFORNIA.—The backwardness of tho season is re-
ferred to in our replies from this State as having tended to
retard progress in preparing the land for cotton as well as
in tho actual planting of it. It is, of course, understood
that tho crop in California is entirely a product of the Im-
perial Valley section, but the success already attained in
the cultivation of cotton has acted as an incentive to a fur-
ther material extension of area, the high prices recently
ruling having been a not unimportant inducement in that
direction. The fact, too, that all needed moisturo is sup-
plied by irrigation eliminates from the situation one factor
of uncertainty. Temperature, however, is also a very
important element in crop development and this spring
conditions in that regard have been in considerable measure
adverse. A valued correspondent remarks on this point:
“without doubt we have had tho most baclcward spring
sinco tho valley has been under cultivation, the high winds
and cold weather having delayed germination and occasioned
loss of first planting in numerous cases.” This comment
explains why planting, which began March 1, was not com-
pleted until tho beginning of tho current month. Further-
more, it furnishes the reason for the poor start of early
plantings and for an unusual amount of replanting. Still,
after tho middle of May conditions turned more propitious
and havo since been of a nature to induce satisfactory
growth of the plant,giving now a quite generally good stand
and well cultivated crop. Acreage.—Notwithstanding the
early adverse conditions, the planting of cotton has made
very decided progress in California this year, even though
some of tho land originally intended for the staple lias been
put in foodstuffs. Our replies seem to warrant us in esti-
mating tho increase at not less than 30%. Fertilizers are used
in only a vory limited way, in fact, practically not at all.

ARIZONA.—The success heretofore in the Salt River
Valloy region of Arizona in the raising of Egyptian varieties
of cotton finds reflection in reports to us of recent date.
Hero, as elsewhere tho current spring, cold weather was
a hindering influence, but cotton was put in tho ground
botween March 10 and the early part of May. Seed ger-
minated rather poorly at first and an amount of replanting
approximating from 5 to 10% of the area was necessitated.
Later development also was retarded by low temperature
at first, but more favorable meteorologicalconditionsrecently
havo bonefitted the plant so that stands now aro fairly good,
and fields are receiving proper attention. Acreage.—At-
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testing the favorable return planters have received for their
product we note that the area this spring has been increased
about five fold, or 400%, the territory now in cotton being
stated as some 35,000 acres. No fertilizers are used. Tho
crop receives its moisture by irrigation.

NEW MEXICO.— Cotton cultivation in this State, al-
though limited in extent as yet,is being steadily extended.
Our information this spring is to the effect that seed was
planted between April 20 and May 12, but came up slowly
on account of low temperature. As a result of killing frosts
on May 6 and 7 a fairly large amount of replanting was
required, about 25% of the crop being up at that time.
Satisfactory conditions in late May and during the elapsed
portion of June have been favorable to the development of
the plant and at this writing stands are good and fields on
the whole well cultivated. Acreage.— A considerable ad-
dition to area is indicated by our returns, the increase being
placed at about 90%, making the territory now devoted to
cotton cover some 5,000 acres. No commercial fertilizers
are used on cotton, but the tendency is to avail more freely
of homo made manures.

KENTUCKY AND KANSAS.—We have nothing from
these States to indicate that there has been more than a
nominal planting of cotton this year. Tho area in any event,
is very limited, being confined in Kentucky to two_counties,
Fulton and Hickman, bordering on the Mississippi River in
the extreme Southwestern portion of the State.

U. S. LOANS 135,000,000 MORE TO GREAT BRITAIN—
BELGIUM RECEIVES ANOTHER $7,500,000.
The United States Government on June 19 advanced an
additional loan of $35,000,000 to Great Britain, thus bringing
the total credits loaned to the Allies up to $983,000,000, of
which the British Government has received $535,000,000.
The Belgian Minister at Washington on tlio 19tli inst.
received a second installment of $7,500,000 on tho $45,000,-
000 credit which tho United States has arranged for use in
Belgian reliefwork, referred to in these columns on May 12.

NEW LOAN BY CANADA TO GREAT BRITAIN.

The Dominion of Canada, reports state, proposes making
a new loan of $75,000,000 to Great Britain. Tho money,
it is said, will be advanced in amounts of $25,000,000 each
in June, July and August to the Imperial Munitions Board
to be spent in the production of munitions in Canada for use
at the front.

Including the $250,000,000 already advanced to Great
Britain in this way and another $100,000,000 advanced by
the Canadian banks, the proposed loan of $75,000,000 will
bring Canada’s financial contribution to Great Bruitain on
this account up to $425,000,000.

CANADIAN PACIFIC RY. LENDS TO CANADA FOR
WAR PURPOSES.

It was officially announced on June 18 that the Canadian
Pacific Railway Company had advanced $10,000,000 to
the Imperial Munitions Board of the Dominion Govern-
ment to assist in meeting financial requirements for the pur-
chase of munitions in Canada during the next year. The
Montreal “Gazette” of June 19 in speaking of the loan had
the following to say:

The advance relieves tho British Treasury to that amount In Its prob-
lems of providing means of payment for purchases of war supplies, and so
Is a direct measuro of assistance to the Imperial authorities. At tho same
time, tho advance is important from tho industrial standpoint in Canada.
It ensures $10,000,000 of business for Canadian plants, business, too, that is
becoming increasingly difficult to financo here owing to the heavier credit
requirements of ordinary commercial business.

So long as Canadian deposits wero rising and Canadian commercial loans
declining, tho opposite trends persisting through nearly two years, tho
banks had a substantial abundance of loanablo funds free to place at tho
disposal of tho Imperial authorities. As aresult, the early credits arranged
by tho banks for tho Imperial Munitions Board offered no great diffi-
culty. But tho sharp expansion in commercial loans in Canada in March
and April, aggregating about $70,000,000, appears to have marked a now
stage in the banking position. Deposits have maintained an upward
trend, but have not kept pace with the rise In commercial loans. The dual
problem of financing strictly commercial business and of continuing to
make loans to tho Imperial authorities— loans that have played a consider-
able part in keeping the industrial machinery of Canada at full speed
ahead— is therefore offering some difficulty. Hence the importance of
C.P.R.'s action in bringing private money into play, to supplement what
tho banks can advance.

The importance Is further heightened by tills, that, as tho British Gov-
ernment can now secure money in the United States at extremely favorable
terms, through the loans arranged for tho Allies at Washington, Canada is
at some disadvantage in competing for what orders the British Government
places on this continent. W hile the British Government might bo willing
to pay moro in order to have the business go to Canada, tho question
of providing payment remains a difficult problem, as what money is ad-
vanced In the United States must be spent within the borders of that coun-
try.

Apart from the important transportation services which the Canadian
Pacific Railway has been able to render tho Imperial Government since
the war started, its making of munitions and its supervision of many pur-
chasing arrangements, the company has already been able to render con-
siderable financial assistance. Some months ago It issued and loaned to
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the British Treasury $40,000,000 of the company's 4%
for a period of five years.
loans at New York.

That transaction was followed by tho arrangement for an issue of $200,-
000,000 collateral trust bonds of tho company, to be issued against Cana-
dian Pacific Railway securities mobilized at London. Tho arrangement,
which would have placed the British Treasury with close to $200,000,000
to its credit at Now York, was virtually complete when tho United States
entered the war, and other arrangements for British financing became
possible. The plan is in abeyanco and may be brought into effect yet.

Tho company’s strength In cash resources, as well as credit, Is now per-
mitting it to render assistance in another way. The last balance sheet of
date Dec. 31 1916, showed $57,076,018 in cash on hand. It is from this
well-filled treasury that tho company is ablo to make tho substantial
loan reported yesterday, with advantage to both the British Treasury and
Canadian industry. It is understood that tho credit follows the lines of
tho recent banking credits, the company taking British treasury bills for
the loan.

debenture stock
This stock was valuablo as collateral for British

REPUBLIC OF BOLIVIA LOAN ARRANGED.

A group of banking houses composed of the Equitable
Trust Co. of New York, Chandler &Co., Inc., of New York,
and Counselman & Co. of Chicago, announced on Juno 20
that they had bought an issue of $2,400,000 6% bonds of
the Republic of Bolivia. The proceeds of tho loan are to be
used in the construction of a railroad from La Paz, tho princi-
pal city of Bolivia, into the Yungas Valley, a territory rich
n minerals, timber, rubber, coffee, cocoa leaves and general
agricultural resources. Chandler & Co. are the fiscal agents
of Bolivia in this country.

The Department of State has expressed its satisfaction that
Bolivia was successful in negotiating a loan in tho United
States, Secretary Lansing having written a lottor to this
effect on May 11 1917 to the Hon. Ignacio Calderon, the
Bolivian Minister to the United States. The negotiations
on behalf of the South American Government wero conducted
by the Hon. Adolfo Ballivian, Consul General of Bolivia in
the United States.

The orders for the materials necessary for the building of
the railroad are to be placed in the United States.

Until 1909 Bolivia was without a foreign debt.
year the Morgan loan of approximately $2,432,500 was
made, and at present her total indebtedness, we are in-
formed, is about $20,715,180, of which about one-third was
contracted internally, and two-thirds oxternally. Over
$4,000,000 of the Credit Mobilior loan of 1913 still remains
on deposit in Paris, drawing interest at 3% per annum. In
1914, it is stated, the Government's financial position was
such as to enable it to pay off, one year in advance of its
maturity, a loan for $1,000,000 that had been contracted with
an American financial institution.

A report just made to the Bureau of Foreign and Domestic
Commerce of tho Department of Commerce by one of its
representatives who has made a recont and most exhaustive
study of the financial condition and the economic resources

of Bolivia, contains the statement:

Bolivia's financial record has beon an cgccollent one. Tho Ropublic has
carried on its development work slowly and carefully and deserves high
credit for the manner in which it has taken care of its foreign obligations.

The bonds sold in Paris in 1910 wero readily absorbed, the
bankers say, by banks and private investors and in 1911 and
1912 regularly sold above par. The Paris bonds bear 5%

In that

interest. The bonds bought by the Equitable Trust Co.,
Chandler & Co., Inc., and Counselman & Co. bear 6%
intorest.

The announcement of the placing of the Bolivian loan in
this market, with the approval of tho Department of State,
attracted considerable attention, it is said, in financial circles,
particularly among those bankers who are anxious that the
investors of the United States should become familiar with
sound South American securities.

The letter of the Secretary of State, referred to above,
expressing his satisfaction that tho negotiations had been
successful, reads as follows:

My Dear Mr. Minister.— | beg to acknowledge receipt of your note of
April 13th, in which you state that Messrs. Chandler & Co. of Now York,
havo agreed to make your Government a loan for uso in railroad construc-
tion, and have asked you to obtain from mo a declaration, which you
accordingly request mo to make, that tho loan is approved by tho Govern-
ment of the United States, and that there is no objection to its being
granted.

In reply I wish to say that the Government is glad that a satisfactory
arrangement for this loan has been consummated between tho Government
of Bolivia and Messrs. Chandler & Co.

In addition to the placing of a loan in this market, it is
said, Bolivia is attracting attention because of the announce-
ment that the William-Harvey Corporation of Liverpool, in
which the National Lead Company has a 50% interest, is to
establish an enormous tin smelter at Flatlands on Jamaica
Bay, which is included in New York Harbor. It is further
stated that Bolivia ranks second among countries of the
world in the production of tin and the concentrates for the

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



June 23 1917]

Flatlands smelter will come from the South American

country.

ARGENTINE REPUBLIC PAYS OFF SHORT-TERM
NOTES.

The $16,800,000 of six months’ discount notes dated Dec.
15 1916 and sold by the Argentine Republic to tho South
American Group, headed by J. P. Morgan & Co., in De-
cember last and referred to in these columns on tho 16th of
that month, were paid off on Juno 15.

Tho loan, it is stated, was paid off partly from deposits
of Argentina in New York banks and partly from advances
made by those institutions. One of tho bankers interested
in tho transaction explained that these temporary loans
would probably be liquidated soon, as at the present time
the balance of trade is running largely in favor of tho South
American Republic.

It is also stated that financial leaders in tho Argentine
have for some timo been working on a plan to reduce tho
country’s necessity for borrowing abroad by drawing on tho
resources of tho people through a great internal bond issue.
Tho Argentine Congress has already authorized the issue
of internal and oxternal bonds to the extent of 206,000,000
gold pesos, tho proceeds to be spent upon needed extensions
to public works and in exploiting oil fields.

When the loan was voted it was intended to borrow ex-
tensively in tho United States, but the conditions, it is said,
brought about by tho war have made this procedure somewhat
uncertain.

The last financing done by tho Argentine in this market
was on May 1, when that Government arranged with a syn-
dicate composed of J. P. Morgan & Co., tho National City
Co., Kuhn, Locb & Co., Harris, Forbes & Co. and Lee, Hig-
ginson & Co. for tho sale of $5,000,000 discount notes,
reference to which was mado by us on May 5, to rofund an
equivalent amount of notes maturing hero on that date.
This was the third installment of a total issuo of $15,000,000
discount notes which had been refunded during tho provious
six months.

JAPANESE WAR LOAN TO FRANCE AND U. S. GOLD
SHIPMENTS TO JAPAN.

A dispatch from Tokio on Juno 19, printed in the Now
York “Tribune,” announcing a war loan made by Japan to
France said:

A Japanese syndicate, headed by tho Yokohama Specie Bank, Ltd., has
concluded negotiations with the French Ambassador at Tokio for tho
issuance of Exchequer bonds to the amountof50,000,000 yon ($25,000,000).
Tho bonds will be called “French Government Yen-Exchequer Bonds of
1917.” Issued at par, thoy will bear 6% interest, running for three years,
and are oxempt from all French Government taxation. Tho proceeds of
tho bonds aro expected to bo used for tho payment of munitions and other
war materials purchased by Franco from Japan.

On tho 20tli inst. tho “Tribune” had tho following to say,
editorially, concerning tho loan and shipments of gold from
tho United States to Japan:

In local banking circles it is expected tho loan of $25,000,000 by tho
Japanese to tho French Government will liavo a tendency to check tho flow
of gold Nipponward. Attention was attracted to this movement again
yesterday by tho announcement that Japanese bankers here had arranged
with tho Sub-Treasury for tho telegraphic transfer of $4,500,000 to San
Francisco, to bo shipped to Japan on the next steamer. This makes
$14,700,000 in gold Japan lias drawn from this country since Juno 1.

Tho need for this gold, it now appears, ay liavo been to provide a basis
for French credits, and therefore it is a question whether tho Japaneso
bankers will find it necessary to carry out their intention of importing
$50,000,000 in gold beforo Sexitember, as announced recently.

OVERSUBSCRIPTION TO LIBERTY LOAN.

Tlio latest advices of the results of the Liberty Loan
offering of $2,000,000,000, made public last night, report
total subscriptions of $3,035,226,850—an oversubscrip-
tion of $1,035,220,850, or 50% more than tho offering.
Moro than 4,000,000 of the peoplo of the country subscribed
to tho loan; 99% of these applied dor sums of less than
$10,000; those, it is stated, will receive the full allotment of
tlioir subscriptions. Subscribers applying for between
$10,000 and $100,000 of the bonds will obtain only 60%
of their bids, While those who applied for between $100,000
and $250,000 of tho bonds will receive only 45% of what
thoy asked for. Tho number of individual subscribers
for $5,000,000 of tho bonds and over was 21, their subscrip-
tions aggregating $188,789,900.

Tho subscriptions by Federal
follows:

Now York, $1,186,788,400; Boston, $332,447,600; Philadelphia,
$232,309,250; Cleveland, $286,148,700; Richmond, $109,737,100; Atlanta,
$57,878,550; Chicago. $357,195,950; St. Louis, $86,134,700; Minneapolis,

$70,255,500; Kansas City, $91,758,650; Dallas, $48,948,350; San Francisco,
$175,623,900.

Reservo districts aro as
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In a statement issued last night Secretary of the Treasury
McAdoo said:

The figures as to tho number of subscriptions aro estimates, because the
roturns from tho twelve Federal Reserve banks in thisrespectareincomplete,
but when finally reported they will exceed tho number stated. One of the
chief purposes of the campaign was to distribute tho Liberty Loan bonds
widely throughout the country and place them as far as possible in the
hands of tho people. This was important because the strength of Govern-
ment finance like the strength of Government policies restsupon thosupport
of the peoplo. The large number of subscribers, especially the large
number of small subscribers, is most gratifying and indicates that the
interest of tho people was aroused as never before in an issuo of bonds.

The widespread distribution of the bonds and the great amount of the
oversubscription constitute an eloquent and conclusive reply to the enemies
of tho country who claimed that the heart of America was not in this war.
Tho result, of which every citizen may well be proud, reflects the patriotism
and tho determination of the American people to fight for vindication of
outraged American rights, the speedy restoration of peace and the establish-
ment of liberty throughout the world.

As originally announced, the present issue of bonds is limited to $2,
000,000,000, and no allotmentswill be made in excees of that amount. 1
havo consequently decided to exercise the right reserved in the announce-
ment offering the bonds to the public, to allot in full all applications for
tho smaller amounts and to reduce allotments on applications for the
larger amounts. In view of the great number of subscribers for $10,000
and less, allotments will be made in full to them.

The Secretary also announced the following allotments

of bonds over $10,000.

Over $10,000 up to and including $100,000, 60%, $336,061,850; over
$100,000 up to and including $250,000, 45%, or $99,205,000; over $250,000
up to and including $2,000,000, 50% , or $184,381,800; over $2,000,000
up to and including $5,000,000, 25%, or $58,661,250; over $6,000,000 up
to and including $10,000,000, 21% , or $9,801,600; $25,000,000, 20.22%,
or $10,110,000; $25,250,000. 20.17%, or $5,093,650.

It is stated that in cases where larger subscriptions have
been reported to tho Federal Reserve banks as consisting
of a number of smaller subscriptions, provision has been
made for allotment in accordance with the several amounts

of tho smaller subscriptions.

SECRETARY MC ADOO'S APPRECIATION OF LIBERTY
LOAN CAMPAIGN— ISSUE NOT TO EXCEED
$2,000,000,000.

Supplementing his statement of Juno 15 announcing the
oversubscription of the Liberty Loan and expressing his
appreciation of the co-operation of the men and women of
the country in bringing about its success, Secretary of the
Treasury McAdoo has made several other pronouncements
in the matter, one a telegram to the Federal Reserve banks
expressing his appreciation of their services, and another
commending the press for its support. In the latter, Secre-
tary McAdoo states that allotments will not be made in
excess of tho $2,000,000,000 offered. This statement, issued
on Saturday, tho 16th, follows:

Tho Liberty Loan campaign was essentialiy one of education and without
tho generous and patriotic support of the press of the nation the hope of
those in cliargo that itwould be a popular loan would not have been realized.
Tho untiring efforts of the newspapers throughout the campaign were a
constant inspiration to the various other groups of workers. At a time
when nows space was at a premium, the liberty loan was featured at length.

Newspapers and magazines in their news, editorial and advertising
columns fought for the success of the loan every step of tho way. The
foreign languago press in thirty-six languages gave daily proof of the un-
doubted loyalty of people of foreign birth.

Countless other kinds of publicity were contributed generously. Every
street car carried one or more cards; paper and metal billboards, electric
signs, moving picture slides and films everywhere brought the liberty loan
directly and squarely beforo the people. Throughout the country banks,
mercantile houses, and other advertisers either devoted special space to the
Liberty Loan or gave it prominence in their own advertising.

All of this, and more, was done to make tho loan a success.
without thought of return, simply to aid the Government.

I shall bo most grateful to the press if this acknowledgment is given wide
publicity.

Allotment of Liberty bonds will not be made in excess of tho $2,000,-
000,000 offered. I announced this on May 10, when the details of the loan
wero first published.

I havo asked the Reserve banks to tabulate separately, and on supple-
mentary lists, tho subscriptions received yesterday, June 15, afternoon, in
order that | may be in a position to consider, in making allotment of the
$2,000,000,000 of bonds those applications which, through no fault of the
subscriber (either because of delay on the partof the bank or trust company
transmitting them, or congestion of the mails or at the doors of tho Federal
Reserve banks at the moment of closing) were not recorded on time.

It is impossible now to foretell what decision will be reached in this mat-
ter or to determine tho basis upon which allotments will bo mado until
substantially definitive returns have been received from the several Federal
Reserve banks. Tho organizations of these banks, unusually efficient as
thoy are, havo been overwhelmed by the magnitude of applications received
at tho last moment. | shall avail myself of the right reserved in the cir-
cular offering tho bonds to allot infull upon applications forsmaller amounts
of bonds and to reduce allotments on applications for larger amounts, as
such action will be clearly in the public interest.”

In liis telegram to the Federal Reserve banks on the 15th
Mr. McAdoo said:

I dcsiro to oxpross my deep appreciation of the efficient and patriotic
service you havo rendered in connection with the Liberty Loan, the success
of which has been so striking and pleasing to the country. Will you not
convey to the Liberty Loan committees of your district, to the banksand
to all other organizations which have co-operated with you in this great
Liberty Loan enterprise tho assurance of my warm appreciation as well as
my cordial thanks?

W ill you not also urge these committees to preserve their organizations
in order that thoy may bo prepared to render signal services of like charac-

It was done
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ter to their Government when it is called upon again to seek an additional
credit? It is of tho utmost importance that the splendid machinery now
perfected shall be available when needed.

PRESS COMMENDED FCR WORK IN THE FLOATING
OF LIBERTY LOAN.

Tho Liberty Loan Committee on June 16 announced the
adoption of the following resolution in appreciation of the
work of the newspapers in assisting in the floating of tho
Liberty Loan: i i

The Liberty Loan Committee desires to go on record to tho effect that
no other factor has contributed in greater measure to tho success of the
Liberty Loan in the Second Federal Reserve District than the intelligent
and consistent co-operation of tho nowspapers of this district. Their
splendid assistance was an indispensible contribution to the work of tho
Committee.

Commenting on the above, Guy Emerson, Secretary of the
Liberty Loan Publicity Committee, said:

From tho outset the press of this district has acted in the most unselfish
spirit. Every form of publicity at tho command of tho nowspapers and
Press associations has been employed. The loan has been prominently

eatured in nows columns, in editorials, cartoons, display lines, boxes, &c.
It has been on tho financial pages, sporting pages and women’s %ages and
special columns. In addition to this tho New York papers have lent
s everal of their best men without charge to tho Committeo to assist in tho
collection and issuing of the great variety of daily nows on all features of
tho loan.

Tho organization has been extensive and tho work intricate. It was
whipped together at short notice and with hundreds of volunteer workers.
Under tho ablo guidance of Mr. A. M. Anderson, Executive Secretary or
the Committee, who has been a tireless worker of tho loan, thowork of tho
various Committees has been co-ordinated and has produced results which
are deeply gratifying. -

STOCK EXCHANGE GOVERNCORS REPORT ON LIBERTY
LOAN SALES BELOW PAR

The Governing Committee of the New York Stock Ex-
change on Juno 19 announced that as the result of an in-
vestigation, conducted by the Committee on Business
Conduct, into the sales of Liberty Loan bonds under par
on the Stock Exchange on Friday, Juno 15, tho day on
which the subscription books to tho loan were closed, it
had been determined to thoir satisfaction that pro-German
influences had not been behind the transactions. Nor was
evidence uncovered which would lead tho Governors to be-
lieve sales had been made for the purpose of affecting mar-
ket sentiment and depressing stock prices. In most in-
stances, it was found, it is said, that tho selling of the bonds
under par had come from individuals who had apparently
taken big subscriptions through fear that the loan would
not bo fully subscribed, and when the results were an-
nounced they had decided to sell part of thoir holdings.

Shortly after trading in the Liberty Loan bonds began
on tho Stock Exchange on tho 15th a sale involving $25,000
at 99.98 was made and accopted. Other sales below par
were effected, and although the bid went as high as 100 5-50,
the closing was 99 48-50, the lowest for the day. Tho sale
of the bonds under par the first day caused much unfavor-
able criticism in the financial district. The announcement
made on the 19th read as follows:

Tho Governing Comnitteo of tho Stock Exchange which made an investi-
gation of tho sale of Liberty bonds below par last Friday has agreed that
tho man who sold the bonds is repentant and that ho has bought them back
at par. lio also stated ho has contributed $100,000 to tho Red Cross fund.
His name lias not been disclosed. However, ho has explained that ho was
of the opinion that tho loan was heavily oversubscribed and that in mak-

ing a salo he did not consider tho sentimental effect it would cause through-
out the country.

A. B A. SEEKS INFORMATION RELATIVE TO FLOAT-
ING OF LIBERTY LOAN.

With a view to obtaining suggestions and facts which will
serve as a basis for formulating plans for tho most effective
means of aiding in the flotation of subsequent loans, the
War Loan Committee of the American Bankers’ Assocaition
has propared two blanks on which it seeks to ascertain infor-
mation relative to tho campaign conducted by individual
banks and trust companies in furthering the salo of the Lib-
erty bonds. The letter accompanying the blanks says:

Tho one particular and outstanding lesson which has been learned dur-
ing the past few weoks In connection with the sale of Liberty Loan bonds
is that subsequent loans will bo floated largely on the basis of experience
gained in placing tlds issue. . i

In connection with its campaign of assisting in tho flotation of these
bonds, tho American Bankers' Association propared and sent to tho banks
and trust companies of America nearly ono and one-half million pieces of
printed matter. Theso included plans for the organization of committees
and training personal solicitors, as well as large and small units of Industrial
and other branches of activity. . i i

In order to ascertain which of this material has been of particular value,
and to obtain suggestions and facts that will servo as a basis from which
to formulate plans for tho most effective means of aiding in tho flotation
of subsequent loans, tho Association has sent to tho 30,000 banks and trust
companies throughout tho country a blank containing tho following ques-
tions:
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(See Blank No. 1)

A separate blank is also being sent to Chairmen of Liborty Loan Com-
mittees In each A. B. A. Bankers' Group or Congressional District, to be
forwarded by them to tho various Liberty Loan committees within their
districts. This blank reads as follows:

See Blank No. 2.)

The value of tho information thus obtained will bo apparent to overy
thoughtful banker. The American Bankers' Association desires the hearty
co-operation of all financial Institutions in filling out and returning these
forms at tho earliest possible date.

Blank No. 1 reads as follows:
FINAL REPORT—LIBERTY LOAN.

Statistical Information Needed for Organizing the Next Loan.

It is of vital importance to overy bank and trust company that an in-
telligent estimato bo made of tho relation of tho Liberty Loan to banking,
investments and tho general economic situation.

The method of floating this loan has been largoly through quickly-
formed voluntary organizations, and therefore not entirely satisfactory as
to co-ordination of effort. If futuro loans are to bo a success, their flota-
tion must bo moro completely and thorou%hly organized.

With your co-operation, it'will bo possible to preparo this information,
and thus enable us to present to you a valuablo statement of facts bearing
upon this subject, and which it will not bo possiblo to secure through any
other a?enc?/. e . .

Nearly all of the within questions may bo answered without any reference
to books of record. . . .

Bearing in mind that another loan is to bo issued at an early date, it is
considered urgent that you fill out tho enclosed blarilc and mail in envelope
sent herewith, as soon after Juno 15 as possiblo.

1. Total amount of bonds subscribed for by you on your own account,
for your customers and non-customers, to close of business, Juno 15 1917.

(Theso figures represent aggregate of all bonds, regardless of any pre-
vious report.) . i
2. Total number of subscribers represented in abovo amount— .............
3. About how much of this amount will your institution rotain?-----------

4. What will be the total amount of your loans secured by theso bonds?

"5" What class of subscribers, such as savings bank depositors, wage
earners, people of moderate incomes, or with largo Incomes, invested in
tho bonds as above reported ? - -

0. Can you estimato tho amount, if any, of “hidden money” or funds
usuaII\Xlkept in hiding, invested in this loan ? -

7. Was there, in your opinion, good, fair or poor co-operation on tho
part of employers in arranging for their employees to purchase bonds on
th% p&r/‘ltqial payment plan? - -

at is your estimate of tho total amount withdrawn from saving
deposits by thoso who purchased Liborty Loan bonds from you?--------------
" o do yoii know of any selling of security holdings to invest in this loan?
If so, can you givo any _particulars or figures? - -
10. How many individuals subscribed through you aro paying for their
bonds b¥ some form of &alrtia_l t?ayment plan?--- - -
11. 1f a War Loan Committeo was formed in your city, pleaso givo tho
namo and address of Chairman or Secretary...

12. What has been tho approximate oxpenso to your institution for ad-

vertising and selling these bonds?........... ..... eerereeie T reeegeeee e e
(Tho reply to this question will bo held in strict confidence, it being
only tho desire to ascertain tho aggregate cost to all financial insti-

tutions of placing this loan.)

(Namo of Institution)

(City) (State)
General remarks or suggestions hero will bo valued:

Wo also annex Blank No. 2.

NOTE TO LIBERTY LOAN COMMITTEE.

Wo shall hope to receive from you by roturn mail this blank, filled out
as completely as possiblo. It is most important that wo got tho informa-
tion as requested hereon, in order to plan intelligently for tho noxt loan,
which is not far distant. Tho plan book, entitled, "What it is necessary
for you to do," and other material sent to 30,000 banks and trust compan-
ies are costly, and we need to ascertain tho valuo of tills material to all
banking interests, in order to Ijquide us in further offorts.

REPORT BLANK.
1. Approximate dato when your committeo was formed ?----------------------
2. Did tho banks consolidate their advertising spaco as suggested i ---------
3! How many of tho one-half pago advertisements sent you wero used?-----
4. How many of the small advortisemonts were usedt—... — — — ...
5. Was there a meeting of employers called, as suggested in plan book ?-----
6. What proportion of tho employers attended? -
7. How many employers accepted our suggestion for a talk to be given
to their employees? - -
8. Approximate number of employees who subscribed on partial payment
lan?
Q.pWas re a general meeting of religious organizations hold in your

city?......... T ety pereee st e
10. Ho% many clergymen, in your opinion, delivered sermons as supplied
by us?
11 E}{d tho W. M. C. A. work along this lin0?..........ccccocee v
12. Did thoY. W. C. A. work along this lino?
13. Was there a meeting of women'’s clubs?--- -
Pleaso list below in tho order of their effectiveness tho names of organiza-

tions other than banks that aided in your Liborty Loan bond campaign
by supplying canvassers to go from houso to house and offico to office.

Tills report furnished by Liberty Loan Committeo of
CItY s s State........coooivieeiiee
Date

Chairman or Secretary.

THE WAR REVENUE BILL

The section of tho ponding War Rovonuo Bill, dealing with
taxes on second class mail matter has continued to bo the
subject of consideration by tho Sonato Finance Committee
this week. On tho 15th inst. tho Committee, by a majority
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of ono, had voted to eliminate all of the increases of the
second class postal rates carried in the bill passed by the
House on May 23, as well as to strike out the 2% tax on
all advertising receipts, previously agroed on by the Senate
Committee, and to substitute therefor a now tax of 5% on
the not profits of all newspaper and magazine publishers.
The subsituto tax upon publishers’ profits, designed to raise
$15,000,000, was adopted with brief but heated debate.
Senator Simmons led the opposition, advocating a straight
advertising receipts levy. After the resolution to levy the
5% profits tax had been adopted an absent Senator arrived
who said ho would have voted against it and thus have de-
feated tho proposal by a tie. A motion offered by Senator
Penrose on the 15th to reconsider the 5% tax upon publishers’
profits was adopted on the 20th, the Committee deciding by
virtually unanimous vote, to reopen tho whole question.
On that day various substitutes were suggested by Senators
Smoot, Simmons and La Folletto, including an increase in
second-class postage rates to 1 cents a pound and an ad-
ditional graduated tax upon publishers’ net profits. Ex-
emption of publishers’ profits of $4,000 and less also was
discussed and seemed generally favored. A graduated tax
of from 3 to 10% upon profits was proposed by Senator
Smoot. Senator La Eollette suggested beginning the tax at
5% and increasing it to 10% upon large publishers. Senator
Simmons proposed tho increaso in postage rates, to be in
addition to the profits tax plans suggested. After much
discussion the Committee deferred a decision.

On Thursday, tho 21st inst., tho Committeo took what the
members oxpect to be final action with regard to publishers’
taxes. It adopted, by a vote of 8 to G, an increase of one-
quarter of a cent a pound on second class postage rates, and
decided to retain the 5% tax upon publishers’ net profits
over $4,000. Rovenues of $3,000,000 annually from the
increase in postago rates to 1~ cents a pound, which most
publishers have vigorously opposed, and about $9,000,000
from the profits tax aro expected. The Committee’s de-
cision was reached just before members of tho American News-
paper Publishers’ Association had called to confer with
Senators regarding tho publishers’ tax. Tho increaso in
postago rates would apply to publishers of newspapers}
magazines and all other periodicals, including roligious pub-
lications. Tho Committeo also decided on tho 21st to retain
tho House increaso of 50% on letter rates, but tentatively
agreed to strike out tho doubled postcard rate. As about
one billion postcards wero sent last year, if tho postcard
increaso is eliminated about $20,000,000 in revenues will be
lost. The letter increase is expected to raise about $50,-
000,000.

In rovising the excess profits tax on the 21st the Com-
mittee, deferring a decision regarding tho rato of taxation,
decided to extend its operation to individuals in trado, as
well as corporations and partnerships. From individuals,
at tho House rato of 16%, it is estimated $100,000,000 ad-
ditional revenue would bo secured. It also was decided to
give an exemption of 6% to corporations having subnormal
profits during tho three-year pre-war period, and a similar
exemption to new corporations organized since tho war
began. An exemption of $5,000 in assessing the tax will
apply to individuals on tho same basis as corporations. The
individual tax would be additional to the income tax. The
object of tho tax, it is stated, is to reach war profits of trade
conducted personally and not in a corporate or partnership
form. Tho tax, it is expected, will apply also to profes-
sional men, such as physicians and dentists. Tho “Journal
of Commerce” yesterday reported that Senator Weeks, on
behalf of the “young corporations,” had taken up with the
Committee tho question of applying “average not profits”
to such corporations during tho war period. It quoted him

as saying:
In adopting tho averago not profits of corporations during a pro-war
period as tho basis upon which to computo a war tax on oxcoss profits, tho

Senate Committee is following a courso which, if properly applied, should
moot with general approval from those who apg)reciate tho fact that war
is a business which demands vast amounts of revenue, and that these
g%\t/?\%%% should, as far as possible, bo tho surplus arising from tho war

~Ono notable weakness, however, has alreadé/ developed in this plan.
This concerns tho many young corporations and others which, during tho
stated pro-war period, mado only negligible or no profits.

It would bo au unfair proposition to compute tho excess profits tax on
such corporations upon tho same basis as those which did a moro profitable
business during tho pro-war period. In tho latter easo tho tax would apply
only after a very substantial allowance or exemption hail been mado on
tho basis of avorago profits, which in tho case of tho class of corporations
to widely | have referred tho tax would apply literally “from tho ground
upward.”  Tho girowmg business corporation and thoso which, for special
reasons, had had lean years immediately before tho war would thus bo mado
subjec%_tto a much wider raugo of taxation than their moro prosperous
competitors.
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I havo been advocatin?]a f)lan whereby no excess profits tax based on
average ]Pro-war profits should apply until after those dpre-vvar profits ex-
ceeded, for example, 8% on the capital invested. If adopted, I think this
sKstem would work out satisfactorily and | understand from members of
the Finance Committeo that some such exemption will be provided.

Yesterday when proposed amendments to the war excess
profits tax Avere taken up the Committee agreed to permit
corporations to file a claim for rebate if the tax is not assessed
on a correct basis. They will be permitted to pay “the
admitted tax,” but must give a bond for the remainder Avlien
an assessment is considered too high.

Arguments against the. application to the carriers of the
Avar profits tax Avere presented to the Senate Committee on
the 15th inst. by Samuel Rea, President of the Pennsyhmania
RR., and A. J. Thom, General Counsel for the Southern

Ry. The Philadelphia “Ledger”, in announcing this, said:

Those officials presented figures intended to show that tho railroads would
bo prostrated if the Avar-profits section did not in some way exclude the
carriers from its proposed provisions. _As tentatively agreed to, the section
takes tho (}/ears 1911 to 1913 as a basis for fixing the profits, subject to a
tax of 16% in the proposed bhill.

Mr. Rea said that under tho existing law all over 8% profits is taxed 8%,
and as only a few of tho carriers have such profits they escaped. Mr. Rea
also informed Senator Penrose and his Republican colleagues on the Com-
mittee, that these three bas)m_/_ears wero tho leanest, and If they were taken
as the BmAv_ar years upon Aviich to determine a proper earnings, railroads
Avould be unjustly taxed and Avould bo unable to exist, even though an in-
crease of 15% is alloAved by the Inter-State Commerce Commission.

While the Committee has tentatively agreed upon a flat
tax of 16% on excess Avar profits, arguments presented on
behalf of bankers urging a graduated tax, are said to be re-
ceiving consideration. The N oav York “Times” of the 18th,

referring to the proposal of the bankers, said:

Under the proposed tax the corporations Avould pay approximately
$525,000,000 annually. This is tho figure originally agreed upon by the
Finance Committee, as against tho yield contemplated in the bill as passed
by the House, $325,000,000.

Under tho reAv system the percentage of tax would be reached upon the
basts of net profits for an averac};:a of three years prior to the Aa—the years
of 1911, 1912 and 1913—and the excess of last year. The calendar year
Awould be used.

Here is tho levy that Avould bo imposed: A tax of from 5 to 20% on tha
excess of net income up to an amount equal to 20% of tho normal pre-war
income; 20 to 40% on an amount equal to 40% of tho pre-war Income;
40 to 60% on an amount equal to 60% of tho pre-war income, and 75% on
amounts above 80% of tho pre-Avar income. In arriving at the basis for
this tax, all net earnings retained by a corporation and not already paid
out in dividends Avwould bo taken.

A minor amendment to tho molasses schedule adopted on
the 15th Avould exempt from taxation molasses and syrup
from cane juice testing less than 40 degrees, a non-edible
product, mostly used in making munitions. By a tie Aote,
on the same day, a motion to reconsider the Committee’s
action in exempting all confectionery from taxation Avas lost
in an effort to place a tax upon high-grade candy. The
Committee also rejected a motion to exempt bequests and
legacies from income and existing inheritance taxes.

A statement adopted by representative members of the
American NeAvspaper Publishers’ Association in Washington
on June 21, declares their willingness to pay any rate of
taxes Congress finds it necessary to impose upon legitimate
and necessary business, but protests emphatically against
the levy of any special discriminating Avar tax against neAvs-
papers. A committee from the neAvspapermen presented
their protest to Chairman Simmons of the Senate Finance

Committee. Tho statement to Congress says:

The American NeAvspaper Publishers’ Association in meeting June 21,
earnestly and emphatically protests against a special Aar tax in any form
levied against the neAvspaper business.

That business is not a Aaer industry. It is at this time bearing a very
onerous and special burden of expense due entirely to the Avar, and it is
not making profits, directly or indirectly, out of tho Avar.

On the contrary, the Government itself is relying on the neAvspapers,
as shoAn in the organization of publicity in connection Aith the recent
national registration law, the Liberty Loan and the Red Cross fund, for
that cordial and unreserved co-operation Avithout which the issues of the
Avar loan and the national military registration could not haAo boon success-
fuléy achieved. .

uch co-operation Avith the Government neAvspapers render, always
cheerfully and promptly and at their QAn expense, and they expect and
dosire in addition to bear their just burden of taxation.

The newspapers recognize the need of special Aar taxes, and they Aill
Pay any rate of taxes that Congress finds it necessary to impose on all other
egitimate and necessary businesses.

As for the postal rates, they have been based for c};enerations upon a
public policy that the diffusion of knoAvledgo and information in news-
papers and periodicals Ags necessary to tho unity and Awelfare of the nation,
and therefore ought to be encouraged by moderate postage rates. If this
policy is noAy, after moro than half a century, to be reAcrsed, it should be
done only after full consideration and investigation; it should be done on!‘}r/]
in the public interest and not in the guise of a war tax upon a business Ahi
is neither a Aar profiter, a luxury, nor ono properly subject to punitive
taxation.

Tho publishers’ committeo comprised E. H. Baker of the
Cleveland “Plain Dealer,” Norman E. Mack of the Buffalo
“Times,” Urey Woodson of the Owensboro, Ky., “Demo-

crat,” Fleming NeAvbold of the Washington “Star,” H. U.
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Brown of the Indianapolis “News,” M. F. Hanson of the
.Philadelphia “Record,” E. Lansing Ray of the St. Louis
“Globe Democrat,” and L. B. Halmer, general manager of
the American Newspaper Publishers’ Association.

On June 18 the Publishers’ Association, representing the
daily newspapers of New York City, announced its protest
against the proposed tax on newspaper advertising on the

following grounds: i i i

(1) Tho groat increase in the cost of all materials -which enter into the
manufacture of newspapers has seriously affected tho newspaper industry.

(2) A taxon gross income from advertising would be more than a double
tax, because newspapers at present pay 2% on their corporation income.

(3) In time or crisis, advertising, the strongest promotive force in busi-
ness, should not be crippled. . X .

(%) "By giving generous space and publicity to plans for financing tho war
and raising a great army, newspapers are supporting the Government at
great sacrifice to themselves. _ i

(5) The newspaper press is one of tho most important and powerful
weapons of tho Government in the prosent war and its strength should not
bo reduced, or its influence weakened, by oppressive taxes.

(6) Instead of being penalized, the co-operation of newspapers should
be sought by tho Government which should make tho utmost possiblo use
of ne\/\ﬁ)aper publicit¥_. i i X i

(7) Newspaper publishers will carry their full sharo of tho financial
burden of tho war, but they protest against discriminating and confiscatory
taxation.

TRADE COMMISSION WANTS POOLING IN GOVERN-
MENT HANDS OF COAL AND RAILROAD
PROPERTIES.

A recommendation that the production and distribution of
coal and coke be conducted through a pool in the hands of
the Government and that the rail and water transportation
agencies be similarly pooled an operated on Government
account is contained in a report of tho Federal Trade
Commission presented to Congress on June 20. The
Commission offers this recommmendation as the only
msans of avoiding a disastrous coal shortage next winter.

The report sets out that:

The present production of bituminous coal the country over is about 40%
short of tho possiblo maximum, and tho limitation is solely charged as a
primary cause to faulty rail Transportation. Tho present demand for coal
is unprecedented, but tho mines now open are capable of filling this demand
if adeqtt:Jgto car. suggly is furnished. . . .

The Commission believes that the coal industry is parlyzing tho industries
of tho country, and that the coal industry itself is paralyzed by the failure
of _transportation.

Tﬁ1e Cgmn%sscion believes that there are enough coal cars in tho country
but that there aro not enough coal cars delivered at the mines, and that
loaded cars are not moved to tho point of consumption with the greatest
expedition nor are they promptly discharged. i

he coal problem cannot be worked out as long as tho railroads aro al-
lowed to divide and allot traffic: to lay embargoes without regard to their
Immediate effect upon industry or tho systematic distribution of coal; to
give priority to the movement of high freight rate commodities, and to use
the device of the “long haul.” i i i

Whatever remedy may be apJ)Iled should be applied as immediately as
possiblo, for time is passing and no human power can supply tho factor of
time lost.  Time is necessary to build up tho stores of fuel at distant points,
and that storage should begin without unnecessary loss of an hour.

In view of these conditions, the Commission recommends:

First, that tho production and distribution of coal and coke bo conducted
through a pool in tho hands of a Government agency; that tho producers of
various grades of fuel bo paid their full cost of production, plus a uniform
profit per ton (with due allowance for quality of product and efficiency of
service); and, second, that the transportation agencies of the United States,
both rail and water, bo similarly pooled and operated on Government ac-
count, under tho direction of the President, and that all such means of
transportation bo operated as a unit, the controlling corporations being
paid a just and fair compensation which would cover normal net profit,
upkeep and betterments.

An urgent necessity exists for immediate legislation to
correct conditions, says the report, because the usual spring
and summer accumulation of coal stocks at points distant
from producing districts “is not now taking place, but it
must be made during what remains of the summer unless
the country is to face next winter a most serious andirre-
parable situation.” Discussing the proposed remedy, the
Commission says:

I the producer at each mine wero paid his full cost of production with al-
lowances for depletion, maintenance, upkeep and all the usual items, and
to this wero added a fixed and uniform net profit per ton. with duo regard
to qualltK, tho coal thus produced, at widely varying costs, if pooled, could
bo sold through tho Government at an average and uniform price, quality
considered, which would bo entirely tolerable to the consuming public,
and a price much lower than could bo fixed if an effort wero mado to fix a
uniform price to the producer. It would seem that steady employment,
fair compensation to labor and capital, equitable distribution and stable
prices could be secured. i i

The railroads of the country, if operated as a unit, and on Government
account, could bo used to transport coal and other products by tho most
direct route to their point of destination, and the efficiency of tho roads
themselves, existing rolling stock and motive power, would bo vastly

incrﬁased._ . . . ,

Al receipts from all rail and water transportation agencies being pooled
in tho hands of tho Government, and all expense of operation being paid
from the common fund, each individual company should be paid a just
compensation which might be measured by tho average annual net profit
and expenditure for maintenance and betterments for tho five-year period

rior to the war

P The pperat\%n both of tho mines and of the transportation agencies could
bo carried on by tho present employees and officials, and after tho war they
could bo returned unimpaired to private operation. Tho rolling stock of
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railroads, operated as a unit, could be mobilized so as to care for the
shifting seasonal demands.

Attention is called to tbe fact that Great Britain, France,
Russia, Italy and Germany have found it necessary during the
war to take over control of their coal industries in varying
degrees.

The example of the European Governments in the present
war is cited for such action as is proposed by the Commis-
sion thus:

Our predecessors in this world war have had to solve tho fuel problem
which lies at tho base of every military and industrial activity. They have
tried various experiments, and their failures and successes may well guide
us in our search for a solution. .

In England the Government took complote control of tho coal mines
after less radical methods of regulation failed. Tho French Government
has divided Franco into three canal zones in order to equalize distribution,
and the Government becomes the solo vendor. On May 2 1917 tho Russian
Provisional Government took over all tho coal mines of that country with
aview to control tho coal distribution and prices. Soon after tho outbreak
of the war Germany took measures to still further centralizo and control the
whole coal industry of the Empire under Government administration. Tho
Italian Government imports all tho coal brought into tho country and acts
as a clearing house for its distribution. . .

All tho nations at war havo relieved coal miners from military duty,
urging that their greatest service to tho State can bo performed by remaining
in their regular employment. Already, in this country, tho ranks of tho
miners are being seriously depleted by enlistment.

In tho anthracite industry in this country coal has been traced from
point of production to consumption. Week%/ reports aro required from
producers and jobbers wherever needful, with the result that as regards
domestic sizes, high-premium coal has largely been eliminated from tho
market and speculation and inordinate profits havo been cut in tho wholesale
trade in these sizes. i

During tho first two months of tho coal year (April and May) there has
been an incrcaso in the production of anthracite of 2,433,000 tons, as com-

ared with the same months of 1916.  This is an increase of 24% and should
avo been translated into a distinctly favorable condition of tho market.

The recommendations in the report aro approved by Com-
missioners Davies, Colver and Fort. Chairman Harris dis-
sents on the plan for a transportation pool, excopt as a last
resort, and suggests instead “ that during the war the President
be authorized to order rail and water transportation agencies
to give preference to shipment of coal, coke and other com-
modities in the order of their importance to the public wel-
fare.”

President Rea of the Pennsylvania Railroad, according to
the “Times” of yesterday, issued tho following statement on
Thursday, expressing regret that the Federal Trade Com-
mission should make such far-reaching recommendations at
a time when the railroads’ war board and the railroads were
producing important results in their effort to co-operate
with the Government in the present situation.

I regret that at a timo like this, whon the railroads of tho country and
tho shippers aro exerting every effort to make the railroads of the greatest
possiblo uso to the Government in the prosecution of the war, tho Federal
Trade Commission should make such far-reaching recommendations re-
specting tho railroads, based on what is evidently an incomplete investi-

ation.
9 In view of the work which the Railroads’ War Board has accomplished,
in co-operation with tho Government and tho shippers, and tho results
already produced through better car loading and more prompt unloading
of cars. | cannot understand why tho Federal Trade Commission should at
this time recommend that tho Government tako over and oporate tho
railroads,

According to the Government's own figures, tho railroads of tho United
States in May 1917, hauled from the minos 142,157 more cars of bituminous
than they did in May of last year, an Increase of about 24%—approxi-
matel_¥ 7,000,000 tons. . .

Neither I nor any of my associates on the Railroads’ War Board havo had
any communication from the Federal Trade Commission on the subject,
notwithstanding wo havo been in Washington for tho last two months
carrying out tho pledges of tho railroads of tho country to unify tlioir sys-
tems and co-ordinate their operations to produco a maximum national
transportation efficiency. .

Announcement that an agreement bad been reached with
all shippers of tidewater bituminous coal to pool their
products at the ports of New York, Philadelphia, Baltimore,
and Hampton Roads was made by Fairfax Harrison of the
Railroads’ War Board on June 21. His statement said:

An agreement reached to-day by all shippers of tldowatcr bituminous
coal to pool their coal at the ports of Now York, Philadelphia, Baltimore
and Hampton Roads will, it is estimated, effect such a saving in tho use of
coal cars as to enablo the railroads to haul to these ports 6,640,000 tons more
than they did last year, when thoy hauled 31,000,000 tons. This arrange-
ment was brought about through tho co-operativo efforts of tho Committee
on Coal Production of tho Advisory Commission, Council of National De-
fense, and the Railroads' War Board. . .

Under the new plan, instead of shippers sending 1,166 kinds of coal to
tho Atlantic seaboard, thoy will reduco tho number to 41; when coal of a
certain grado is wanted for a steamer, tho coal of that kind of any and all
shippers will bo used to fill tho order. Coal men havo sacrificed long-

lished trade names in tho adoption of this plan, and from now on coal
will bo coal when it gets to tidewater, and therowill no longer bo any holding
of coal in freight cars until one shipper accumulates a full cargo of a par-
ticular grade. i | . .

Tho uso of 133.000 freight cars will bo saved by this dpoolmg arrange-
ment, it is thought. Delays to cars at ports will bo cut down, and a very
large part of tao shifting of cars at tidowatcr terminals will bo eliminated.

To manage tho bituminous coal pool, tho shippers havo organized tho
Tidewater Coal Exchango, with offices in Washington, and with Rembrandt
Pealo of New York as General Commissioner. An Executive Committee is
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comjjoscd of Arthur Halo, Vice-President of Consolidation Coal Co., Chair-
man; S. P. Hutchinson, President of Westmoreland Coal Co.; E. B. Chase
of CI?erwlnd Oloal Co.; L. A. Snead, Sales Manager of White Oak Coal Co.,
and Mr. Pealo.

It was stated on the 21st that President Wilson had given
his support to a resolution introduced by Senator Pomoreno
to empower the Government to fix coal prices. It proposes
that, for war purposes or other emergency, the Federal
Trade Commission shall bo authorized to fix coal prices, and
in event of disagreement with the operators the Govern-
ment shall tako over and operate coal mines, with an agree-
ment for fixing compensation of the operators at a later date.
President Wilson, according to Senator Pomerene, is “in
full sympathy” with the objects of his resolution, believing
tho coal situation acute, and prices far too high.

GOVERNVENT TO COMMANDEER STEEL SHIPS NOW

UNDER CONSTRUCTION—THE EMERGENCY
FLEET CORPORATION

Major General George W . Goethals, General Manager of
tho United States Shipping Board Emergency Fleet Corpora-
tion, on Juno 15 at tho conclusion of a conference in Washing-
ton between tho country’s steel shipbuilders and the Shipping
Board made known the intention of tho Government to
tako over immediately the vast amount of steel merchant
shipping now under construction or contract in tho United
States. It is expected that a proclamation will shortly bo
issued by the President carrying tho plan into effect. Tho
President will act under authority of the Administration
war budget bill, which, as noted in another item, became a
law on tho 15th inst. Tho law vests in the President vast
powers in respect to tho requisitioning of men and materials,
ships, shipbuilding plants and allied industrials, and also
authorizes tho expenditure of 8750,000,000 for tho construc-
tion and operation of an American merchant marine. After
the conference on tho 15th inst. Major General Goethals

issued tho following statement:

Tho object of tho meeting was to confer regarding a program for clearing
tho ways by expediting tho work on ships now building. There wore ship-
building mon here from Bath. Mo., to San Francisco. Tho builders will
mako a careful survey of what can bo done in tho way of expediting existing
contracts, and as to tho ability to tako on other contracts, and report at an
early moment. Wo also want figures on costs of labor and material.

Tho shipbuilders will bo facilitated in overy way possiblo from this end of
tho lino, and any difficulties they have in obtaining material will bo removed
so far as it is within our power to do so.

Tho program contemplates the taking over of all ships now under construc-
tion, so that tho building can proceed and be handled most efficiently
and tho work expedited. That contemplates tho talking ovor of everything
now on tho ways and under contract of a cargo-carrying nature.

According to figures compiled by tho Secretary of Com-
merce in rosponse to an inquiry from tho Senato, there wero
on May 1 approximately 2,000,000 tons of steel shipping
under construction and contracts in yards in tho United
States. Only by taking over contracts for itsolf can the
Government speed construction, because, it is said, Congress
has failed to givo it power to rush building for privato owners.
General Goethals told tho shipbuilders in conference on tho
15th that ho expected to turn out within tho next eighteen
months fully 3,000,000 tons of steel shipbuilding. Steel
companies, ho is quoted as having said, havo agreed to
furnish onougli steel to build 800,000 tons a month. About
1,000,000 tons of tho shipping under construction in American
yards or contracted for, it is stated, is for British account.
This tho British Government, dispatches from Washington
on the 15th inst. said, havo agreed to turn over to tho United
States voluntarily. Tho vessels, as fast as they aro built,
aro to bo chartered by tho Shipping Board to privato operators
and in somo instances to tho Alliod Governments. At tho
conference on tho 15tli inst. it was said that tho chartering
of tho vessels to privato operators for single or continuous
voyages will roliovo tho Board of tho dotail of operating
largo floots, but under its control of shipping it can still
direct tho uso of any vessel it owns or thoso owned by privato
concerns. Tho Government, it was made clear at tho con-
ference, is determined that in commandeering ships it will
not pay ficticious values, but will force sellers to tako actual
valuations for thoir property.

Tho United States Shipping Board Emergency Fleot
Corporation, which is headed by Major General Goothals,
and which has boon referred to in these columns horotoforo,
was chartered in tho District of Columbia on April 17. Its
capital stock at tho timo of its organization was 850,000,000,
all of which is hold by tho United States Shipping Board.
Tho corporation, whoso principal placo of business is in
Washington, was formed for tho purchase, construction,
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equipment, lease, charter, maintenance and operation of
merchant vessels in the commerce of the United States. The
incorporators, who aro also trustees for the first year, were
as follows:

George W. Goethals, New York; William Denman, San Francisco, Cal.;
John A. Donald, New York; William L. Soleau, Washington; Richard H.

Bailey, Jr., Washington; Timothy C. Abbott, and Ellsworth P. Bertholf,
Washington.

THE GOVERNMENT AND STEEL PRICES.

It was announced yesterday that the Federal Trade Com-
mission will shortly, be asked by William Denman, Chairman
of tho Federal Shipping Board, to fix a uniform price for steel
and steel products for all industries throughout the country.
Tho Commission will be asked to name a fair price wTiich
will afford the producers a fair profit not only on steel, but
on pig iron, iron ore and every other material entering into
tho manufacture of steel. The method of procedure, it is
stated, will be for the Commission to suggest to all iron and
steel manufacturers and ore producers that they unite and
name a price themselves, subject to the Commission’s ap-
proval. Should they decline to adopt this course the Gov-
ernment has power to commandeer the plants. The present
program calls for the fixing of prices of all grades and kinds
of steel and iron, including structural steel, steel plates, steel
rails and pig iron, both foundry and basic. It is pointed
out that iron and steel for use in the manufacture of harves-
ters and other agricultural implements is necessary for the
national defense to a degree secondary only to the need for
steel in constructing the proposed merchant fleet. It is said
that the Commission also might find it necessary to fix the
price of manganese, limestone and other elements entering
into tho manufacture of pig iron which in turn enters into
the manufacture of steel. Inquity into production, prices
and transportation of coal, steel, copper and other basio
materials over which Government supervision may be exer-
cised during the war was decided upon yesterday by the
Senato Inter-State Commerce Committee. Coal will be the
first subject taken up next Tuesday. Chairman Newlands
explained that, as present legislation contemplates control
only of food, the Committee will consider whether such con-
trol should be extended to coal, iron, steel, their products
and other raw materials, as well as their transportation.

It was announced yesterday that a sweeping measure
authorizing the Federal Trade Commission, upon direction
of the President, to fix prices on life’s necessaries had been
introduced in tho Senate by Senator Borah of Idaho as an
amendment to the food control bill. He would have the
price fixing apply to steel, coal, oil, farm implements,
fertilizer, meats, bread, flour and “such other foods as the
President may stipulate in a proclamation” and also articles
of clothing commonly worn by wage earners and farm
laborers.

It became known this week that Mr. Denman had de-
clined last week to sign contracts made by General Goethals
for ten ships to be built by a New York concern because of
the high price allowed for steel. With regard to the sugges-
tion that steel mills would hold out for a price of 895 a ton
for steel used for merchant vessels to be built by the Govern-
ment, Mr. Denman on the 17th declared:

I shall sign no contracts at that figure. Tho price is absurd, when the
navy is getting steel at $30 a ton less.

In a statement on the 17th General Goethals, General
Manager of the Emergency Fleet of tho Shipping Board,
said that tho price of steel would be left to the Committee
on Raw Supplies of the Council of National Defense, and
contracts would be let with the understanding that prices
determined on by the Committee would govern present con-
tracts also. Chairman Denman on the samo day stated
that the Committe would act in an advisory capacity. Mr.

Donman was quoted as saying:

| feol that wo would embarrass tho Committee if wo wero to embody in
contracts now General Goethals's tentativo agreement with tho steel men
for $95 a ton for steel because in so doing wo would give respectability to a
price which on its face is absurd for the Government to contemplate.

Some contracts, it is said, have been let at 895. Mr.
Denman explained that they were let where tho shipyards
already had commitments for steel at that price, and that
since tho Government now can control prices through the
power to commandeer, no more contracts will bo let at that
figure. Tho Congressional appropriation for shipbuilding
made available with passage last week of the War Budget
bill, was based on $95 steel, on a program presented by the
Fleet Corporation. Whatever the price, Mr. Denman said
on tho 17th, shipbuilders will get the same profit on building,
and no controversy over the price will bo allowed to interrupt
tho building program. In a contract signed by Chairman
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Denman on the 18th inst., a basic price of $56 20 a ton for
the steel ships is said to have been fixed. Future contracts,
it was said, would be let at that price instead of $95 in somo
of the earlier contracts.

The prices to be paid for steel were discussed at a con-
ference in Washington on June 21, at which James A.
Farrell, President of the United States Steel Corporation,
represented the steel manufacturing interests. Others in
attendance were Chairman Denman, of the Shipping Board;
Major-General Goethals; Frank A. Scott, Chairman of the
General Munitions Board of the Council of National Defense;
Bernard M. Baruch, Chairman of the Committee on Raw
Materials of the Council of National Defense; and Howard
E. Coffin, Chairman of the Aircraft Production Board.
It is said to have been intimated at the conference that the
whole question might go to the Federal Trade Commission
with a final price to be fixed after an investigation of steel
manufacturing costs. Government officials present, it was
said, favored such a scheme. Mr. Farrell was told that the
Shipping Board would not pay more than $65, tho price now
paid by the navy, and that it was believed that the price
should be even lower.

The “Times,” in stating, in its issue of yesterday, that “big
business and the Government locked horns” at the confer-

ence, added:

Big business, io was intimated by some after the conference, was anxious
about recent developments, which came to a climax with the recommenda-
tions of the Federal Trade Commission yesterday (the 20th) that tho
railroads, coal mines and coke-producing companies be operated by the
Government. .

Several steps, taken previously to that of yesterday and apparently
sanctioned hy President Wilson, are: i i

1 Reduction by Bernard Baruch of tho Advisory Board of the Council
of National Defense of the price of copper from 32 to 16 cents a pound.

2. Refusal of Secretary Daniels to sanction tho payment of $2 95 a ton
for coal, as recommended b%/ Francis Peabody, of tho Coal Production
Committee, and insistence that they must deliver coal at $2 25 a ton.

3. Reduction of oil prices by Secretary Daniels, under power to com-
mandeer, from $1 85 a barrel to 85 cents. i

4. Threat by Daniels which induced steel concerns to agree to furnish
steel for warships at $65 a ton. . o

5. Refusal by William Denman, President of the Shipping Board, to
sign contracts for steel for merchant ships at $95 a ton, leading to the fixing
of a tentative price of _?56. . i i i

6. Enactment of a bill to authorize the President to decide what froight
shall have priority on the railroads, thereby increasing his control of
transportation.

7. Provisions of pending food legislation which give the President control
over food prices and distribution, and under which, according to tho
President, Mr. Hoover will have full authority to handle the food situation
in tho interest of tho people. i i i

8. Regulations being formulated in accordance with the Espionage Act
which give tho President unprecedented power to put an embargo on
exports to foreign countries.

Following a conference on the 20th inst. between Secretary
Daniels of the Navy Department and the Federal Trade Com-
mission on the subject of the cost of production of coal, oil,
copper, cement and iron ore as the basis for Government
contract prices, Secretary Daniels, according to the “Journal

of Commerce,” said: o X
The Trade Commission is investigating the cost of production of coal
oil, copper,.cement, iron ore and other products, which Information we
must have before we can determine what price the Government should
ay. In some cases—coal, for instance—I have fixed a tentative price,
ut in most cases | have ordered the supplies we need for uso in the near
futuro, subject to determination of tho price later on tho basis of cost of
production with the addition of a reasonable profit. Beyond that figure
I am not willing to_]p_ay._ . . i .
There is no justification for a tremendous increase in prices of basic
materials. Tho Almighty put these things in the ground and tho only
additional cost over normal times is In getting them out. Congress has
a?propriated so many millions for tho navy, expecting it to buy so much
of theso supplies. If the price is doubled it moans that wo will get onIK
half as much as was expected from a given sum and will require that mucl
more money from tho Treasury. . . .
Under the law tho President ‘is authorized to fix a reasonable price for
what is needed for the navy. There is no disposition whatever to cause
any hardship to tho producers. We are perfectly willing and intend to
pay them a fair, even liberal, profit, but we will not pay exorbitant prices,
such as are being quoted in some instances. . .
It is difficult, It is true, to determine tho cost of production In an ontire
industry, becauso it varies so widely with different companies. Ono com-
pany which has a rich vein of copper can produce it for perhaps half what it
costs a concern which has a poor vein. _ It is the same way with coal mines.
These are tho problems which aro being worked out by tho Trade Com-
mission, which will not primarily recommend prices, but will give the cost
of production as the basis for fixing the rates to be paid for supplies for the

navy.

\\/,\ymen the Commission has made its report on the cost of production, a
reasonable profit will be added and tho prico will be fixed, after full knowl-
edge of costs, in accordance with authority conferred by Congress.

HOUSE PASSES WEBB
COMBINATIONS

The Webb Bill, designed to promote export trade by
legalizing joint foreign trading agencies of American exporters,
was passed by the House on June 13 by a vote of 240 to 29.
Tho Senate has still to act on the bill. A similar measure
passed the House at the last session of the last Congress, but

BILL PERMITTING
IN EXPORT TRADE.
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failed of action in the Senate. It is designed to remove the
doubts in the minds of American exporters as to the construc-
tion that should be placed upon existing anti-trust laws as
applied to organizations engaged in export trade. All the
other great commercial nations permit similar organizations.
Sponsors of the bill say its enactment would enable American
exporters to fortify themselves for after-the-war competition.

RESULT OF NATIONAL REGISTRATION—ANTI-
DRAFT PLOTS AND CONVICTIONS.

Final returns of the total number of men between the
ages of 21 and 31, both inclusive, who registered on June 5
under the provisions of the selective army law were an-
nounced yesterday at Washington to be 9,649,938. Provost
Marshal General Crowder, it is said, considers the returns
virtually a 100% registration. With the addition of tho
eligibles already in the army and navy who were not required
to register, the total will be brought well over the 10,200,000
estimated by the Census Bureau. New York State leads
all others, 1,036,573 registering in this State alone,
according to a telegram sent on June 12 by Governor Whit-
man to Provost Marshal General Crowder at Washington.
The registration in New York State was dividend as follows:
white, 750,439; colored, 18,954; alien, 236,008; alien enemies,
31,172. It had been estimated that the eligibles would
number 1,100,206. Tho period of leniency which tho War
Department had established in order to give a further oppor-
tunity to all men (who for various reasons failed to register
on June 5) to enroll their names, came to an end on Juno 11,
and orders were issued by the War Department on that day
for the arrest of every man between the ages of 21 and 31,
both inclusive, who could not show a certificate of regis-
tration for war service, and to prosecute violators vigorously.

After a trial lasting only two days two alien anti-con-
scriptionists, Louis Kramer and Morris Becker, tho anarch-
ists convicted in the Federal Court in this city on Juno 12
of conspiracy to dissuade men of conscript ago from register-
ing under the provisions of the army selective draft law, were
sentenced on June 13 by United States District Judge Julius
M. Mayer. Kramer had also been indicted on a second
charge for refusal to register. He and Becker, with Joseph
Walker and Louis Sternberg, were arrested at a so-called
“peace meeting” at Madison Square Garden on tho night of
May 31. The specific charge was that they distributed
seditious literature and urged men not toregister. Walker and
Sternberg Were acquitted by the jury. Kramer received the
maximum sentence under the law, three years, and a $10,000
fine. Judge Mayerin pronouncing sentence on Kramer stated
that he would ask the Secretary of Labor to deport Kramer
to Russia (whence he came when a child) after his prison
term had been served. A Federal law permits deportations
of any immigrant who has been twice convicted of crimo.
Becker was sentenced to serve one year and eight months in
Brooklyn, two other individuals were sentenced to prison
terms on the 13th inst., by Federal Judge Chatfiold. Ono
of them, Benjamin Mongo, who acceptod tho court’s offer
to register, was sentenced to one day in the Raymond Street
jail. The other, Herman P. Levino, a public school teacher,
was sentenced to serve a term of eleven months and twenty-
nine days. He professed being a conscientious objector and
made a speech about the unconstitutionality of tho army
selective draft law.

At an anarchist’'s meeting in the Forward Hall, 175 East
Broadway, in this city, on the night of June 14, a number of
men were arrested for failure to produce cards showing that
they had registered, and for professing, to bo anarchists.
Emma Goldman and Alexander Borkman, the anarchist
leaders, were arrested on June 15 on a Federal warrant
charging them with conspiracy to prevent registration, and
upon being arraigned before U. S. Commissioner Hitchcock,
were held in $25,000 bail each to wait the action of tho Grand
Jury. They were indicted by the Federal Grand Jury in
this city on June 21 on a charge of conspiracy to obstruct the
enforcement of the selective draft law. Miss Goldman was
later released in $25,000 bail.

Charles Kronenbergy a Socialist of Jersey City, was
arrested on May 31 and when arraigned on Juno 2 before
Judge Leo Sullivan in the First Criminal Court, Jorsoy City,
he was charged with treason by tho Federal authorities and
held a prisoner on tho accusation that he “did treasonably
obstruct or attempted to obstruct tho operation of the law
concerning the registration of males between the agos of 21
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and 31 by distributing literature calculated to arouse an-
tagonism and opposition to tho laws of the Unitod States,
thus giving aid and comfort to tho enemies of the United
States.” His caso was tho first in the State in which the
charge of treason was employed in the prosecution of anti-
draft prisoners. As the penalty of treason is death, United
States Commissioner Adlor in Cincinnati on Juno 2 refused
to allow any ono out of eleven men charged with treason in
that city to plead guilty of tho charge. It was alleged that
they had distributed seditious and treasonable literaturo
concerning anti-conscription.

Judge Daniel Bird in tho Circuit Court at Kansas City,
Mo., on May 31 denied an injunction to provont State
officials from enforcing tho army selective draft legislation.
The application for tho injunction was signed by Raymond
I. Moore and Thomas It. Sullivan, and was directed against
tho Governor of tho State, the Mayor of Kansas City (Mo.),
tho election commissioners, and tho sheriff of tho county.
It set forth that tho army selective draft law was unconsti-
tutional becauso it would mean ‘‘involuntary servitude.”
Judge Bird held that tho draft law was valid and that his
court had no jurisdiction to prevent it boing carried out.

POLICE COMMISSIONER WOODS RESENTS INTER-
FERENCE OF SOLDIERS IN POLICE WORK.

Police Commissioner Woods of this city on tho 19th inst.
protested to tho National Guard authorities of tho State
against tho further interference of uniformed soldiers in
tho work of policing tho city. Commissioner Woods based
his action on official reports that National Guardsmen had
croatod disorder at the recent East Sido anti-conscription
meetings by barricading doors of tho meeting halls, ar-
resting men without warrants and drawing their weapons
to intimidate street crowds. Tho National Guard authori-
ties have donied any connection with tho activities of the
soldiers, saying that they had acted on their own initiative.
It is said that Commissioner Woods in his protost to tho
National Guard authorities inado it plain that hereafter tho
Polico Department intends to maintain order at public
mootings without tho aid of tho uniformed soldiers. The
Commissioner’s protest had ono result, in that on the 19th
inst. Colonol Elmoro F. Austin, commander of tho 8th
Coast Defonso, announced that ho had issued ordors to the
men under him, forbidding them to attond public meetings
in unform. Mr. Woods was urged to protest against tho
activities of tho soldiors by a committee, composed of tho
Rov. Norman Thomas, Miss Alice Lowisohn, Roger N.
Baldwin, Gilbert Roo, L. Hollingsworth Wood and Oswald
Garrison Villard.

URGENT DEFICIENCIES APPROPRIATION PILL
SIGNED BY TIIE PRESIDENT.

Tho Administration s war budget bill, carrying appropria-
tions of $3,340,000,000, required by the Government for
national defense, was signed by tho President on Juno 15.
Tho bill appropriates the largest sum, it is said, over voted
at ono time by any legislative body. The most important
singlo provision of tho measuro is the approbation of $750,-
000,000 for tho purchase and construction of an American
morchant marine, of which $400,000,000 is made imme-
diately available. Tho measure, as noted in these columns
on Juno 9, was sent back to conforcnco for a third time by
tho House on June 7 after that body had rejected tho report
of its conferees accepting a Senato amendment for an appro-
priation of $3,000,000 for tho purchaso and fitting out of
tho Jamestown Exposition as a naval training sta-
tion and naval base. The House rejected tho Jamestown
amendment by a vote of 184 to 114, becauso it objected to
tho paying of $1,400,000 for tho purchaso of tho Jamestown
property. Tho Senato on Juno 11 by a voto of 48 to 22
agreed to send tho bill back to conference, and on Juno 12 an
agreement was reached by tho conferees, which provided for
tho cutting down of the $1,400,000 appropriation to $1,-
200,000, and leaving with tho President tho responsibility
for tho purchaso of the property. The President is to tako
immediate possession of tho proposed sito, fix a reasonable
price, and in tho event that such prico is unsatisfactory to
tho prosont owners, to pay such owners 75% of tho prico so
fixed and permit them to sue tho United States for tho
remainder. Tho final conference roport on tho bill was ac-
cepted by tho Houso without a roll call, on Juno 12, and by
tho Senato on Juno 13. President Wilson on Juno 12 sent
to Chairman Padgett of tho Houso Naval Committee a

THE CHRONICLE

2507

letter transmitting a communication from Secretary of the
Navy Daniels, saying that he regarded it as essential that a
naval base and training station be established at Hampton
Roads at the earliest possible date. The President’s letter,
as made public upon its receipt by Mr. Padgett, read as

follows: .

My Dear Mr. Padgett: | understand that the House will to-day be con-
sidering the proposition of the establishment of a naval base, and | take the
liberty of availing myself of this opportunity to ask you to say to the
House how essential It seems to me that a naval baso and training station
should be established, and established at tho earliest possible date, at
Hampton Roads.

I have considered this matter from a great many points of view, and am
moro and more impressed with tho immediate necessity for such a training
station. If it cannot bo had, and had promptly, tho most serious embar-
rassments will ensue. | sincerely hopo that it will be the wish of tho House
to take the necessary steps for its establishment. Cordially and sin-
cerely yours,

WOODROW WILSON.

KILL GIVING PRESIDENT POWER TO DETERMINE
PRIORITY OF FREIGHT SHIPMENTS.

The Newlands bill, empowering the President to order
priority in railroad transportation of troops, war supplies
and necessities, was passed by the Senate on June 16 by a
viva voce voto. Tho measuro is designed to prevent the
obstruction of inter-Stato commerce, and authorizes the
President to direct that shipments of commodities “essential
to the prosecution of the war” be given preference to trans-
portation.

In its original form the bill authorized the President,
“whenever in his judgment such action is necessary to the
public safety and defense, to direct that certain kinds of
traffic, or particular shipments, as may be determined by
him, shall have preference or priority in transportation by
any common carriers by railroad or water, under such ar-
rangements, rules and regulations as he may prescribe.”
The Senate, however, amended the clause and as changed it
authorizes the President, “if he finds it necessary for the suc-
cessful prosecution of the war, to direct that such traffic
shipments of commodities as may be essential to the prosecu-
tion of the war shall have preference or priority in transpor-
tation by any common carrier, by railroad or water, under
such rules and regulations as ho may prescribe.” According
to the “Times,” Senator Nelson of Minnesota, who offered
this substitute clause, explained that it greatly circumscribed
tho power of tho President, in that it confined the Presi-
dent’'s authority of control to war necessities and would not
permit seizure of railroads. Another change in the bill con-
sists in tho elimination of power to the President to enter
into agreements with railroads for a division of earnings when
tho President finds it necessary to combino railroad facilities
in order to expedite shipping. Under an amendment by
Senator Reed, the power to make these arrangements is taken
from the President and conferred upon the railroads involved,
the President to have authority of approval. The authority
granted the President in the original measure was attacked
as depriving the railroads of the right to adjust their own
business affairs. Senator Reed had criticized it as an usurpa-
tion by tho President of a constitutional privilege.

The Senate also added a new section authorizing the Inter-
Stato Commerce Commission , “after proper investigation
and hearing, to require the various railway companies en-
gaged in inter-State commerce to provide, with all proper
dispatch, sufficient cars and equipment to promptly move
and transport all traffic tendered to them.”

A bill similar to the Senato bill was introduced in the House
last month at the request of President Wilson by Representa-
tive Webb.

BENJAMIN E. SMYTIIE ON WAR ACTIVITY.

In his annual address as President of the New York State
Bankers' Association, in convention at Lake Placid, on June
21, Benjamin E. Smythe, of Bronxville, stated that the
United States, notwithstanding its entrance into the war, is
tho brightest spot in the world to-day. Business is not as
usual, ho added, for war is unusual, and so long as we are in
this conflict, war must bo this nation’s chief business.
Continuing, he said:

To think of It as a secondary occupation would soon bring about condi-
tions which might force us to pay an indemnity to Germany, as the penalty
for not looking tho facts In the face. That trade activity in this country
is remarkable is shown by the fact that the banks of 125 cities last month
reported tho heaviest May clearings on record. Seven cities showed the
largest clearings ever reported in any month. This means good business,
notwithstanding the interruption caused by the Liberty Loan and tho
war excitement. ,

Tho steel Industry is being operated at 90% of capacity for tho simple
reason that there are not enough men available to give a maximum produc-
tion. Labor Is so well paid, for doing eight hours’ work, that it is bo-
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coming indifferent to tho offer of bonuses for putting forth extraeffort.
There never was a time when thero was such an abundance of work for the
competent worker to do at unprecedented wages. In fact, it seems there
are two jobs for every person who is willing to work. The labor problem
has been moro difficult to deal with, in consequonce of arrangements under
way to withdraw many thousand men for military servico. Tho only
apparent solution is a greater utilization of .women workers who have
rendered such excellent service abroad. Tho London banks have found
women very useful in clerical positions and | believe that our own banks
will find it practicable to put women in the places of men sent to tho front.
Some largo city banks have already, tentatively, arranged for such a
change, and tho smaller banks out of town, no doubt, will have to do so as
well.

Wo are in a period of extraordinary legislation, for tho war has forced
Congress to adopt emergency measures of great importance. More such
measures may bo adopted in tho effort to regulate tho food supply and to
safeguard tho business of the country. Tho banks are in a very strong
position, however, to respond to all legitimate demands mado upon them.
The Federal Reserve Board is also a source of great strength in such a
confused situation as exists to-day and wo may expect from that body such
leadership for the nation as in previous crises has been given by the New
York Clearing House Committee, In respect to tho metropolis. An
immenso amount of constructive work must be undertaken during tho
coming year, and although the complications aro serious, | havo tho utmost
confidence in the ability of the American people to emerge with flying
colors from such a situation.

A great deal of interesting history will bo written before our association
convenes again. Tho whole world is undergoing a process of readjustment
which is as amazing as it Is complicated. This readjustment will involve
economic changes of great significance and although the process may bo
tedious, it will hold out tho greatest opportunity for service which the
bankor of broad vision has ever had. Within a few months the United
States has become a great world power not alono in a political sense, but
but also in a financial sense. There are interesting days ahead and | know
that | voice a sentiment common to all here in saying that it is a great
privilege to bo a banker in good and regular standing in God's country
to-day. We aro all dependent upon one another, for in the highest sense,
successful banking depends upon successful co-operation.

MILTON W. HARRISON ON THE IMPORTANCE OF
THRIFT IN WAR.

“The Vital Part Thrift Plays With Relation to the War,”
was discussed by Milton W. Harrison, Secretary of the
Savings Bank Section of the American Bankers’ Association,
at the annual convention of the Michigan Bankers’ Associa-
tion at Detroit on June 19. "The greatest economy,” said
Mr. Harrison, “will undoubtedly come in this country
through the exigencies of war. It will be forced upon us.”
“The Victory Loan in England, which was such a success,”
he noted, “was taken by the people— 5 billion dollars in
one day without the help of a bank, but tho people of Britain
had tasted the bitterness of war, had tasted tho gall of sor-
row, and to give their all meant nothing to them comparable
to the great issues of the war.” We quote further from his
remarks as follows:

Economy is an essential part of the business of war. The people of a
nation must eliminate waste and save if they are to be of the greatest value
to the Government In the prosecution of a great war. Tho potentialities
of our own country are beyond conception. They aro largely determined,
howover, by tho efficiency of tho people in their private affairs. The
United States will bo the greatest factor in the world war if the war con-
tinues for a year or more.

In this country, in order to gain the greatest amount of economy on tho
part of the people, it essentially must bo a cold proposition, a matter of
education. Herbert O. Hoover only last Sunday made a statement that
a single pound of bread saved weekly for oach person would incroaso tho
country’s wheat exports 100,000,000 bushels within a year, and this Isonly
a small percentage of what we consume. We, in this country, must strain
every resourco, each Individual must strain every economy for in supply-
ing food and materials to our allies lies the means of winning tho war.
Over there they havo beon fighting for almost three years, and we havo been
reading the accounts of their battles in the daily papers. Wo havo beon
interested and absorbed In what they were doing. The Western and East-
ern fronts havo held our attention, and wo havo sympathized, but it has
gono no further than that. In a bit over a month we, too. have beon put
upon a war basis. We have floated a loan successfully, yet our people as
a wholo still only maintain their sympathy. Somo realize what tho situa-
tion means, but most or us are prone to think that the war will never touch
us. To hold this attitude of mind is manifestly erroneous. It is a great
blunder, and if we do not change to tho full understanding that tho battlo-
front is right on our shores, the result will bo more than disastrous.

Evidence that we know that we are at war is to be looked for In tho
economy of tho people. The war is not won by great guns and many
soldiers, but it is won by the economy of the nation’s people. It iswon by
their efficiency in producing the necessaries of life and eliminating waste.
"God bless the household that boils potatoes with tho skins on” was tho
title of an ad the American Bankers’ Association got out in tho last Liberty
Loan campaign. In explanation of the title the ad read:

There is not enough food to go around. Entire nations abroad are
starving—men, women and children are dying like flies to-day, in some
countries, of Igir}}sheer_ﬂ_arvation. .

We must send them millions of tons of food, and we will.
less for you. Wake up to it. You will have less to eat..

But you needdess. " You wasto enough to supply tho difference. ~Stop
it. Every time you havo potatoes for dinner you waste enough in tno
peelings to keep a starving ally alivo for a day. “Stop it. = Don t'poel new
?otatoes. Bug a five-cent brush and brush” tho thin skin off, saving all

he potato. oil old potatoos with tho skins on. When done the skins
can be peeled without Wasge. . .
ome Simple Savings.

Make bread pudding from your bread crusts. It
twenty years gﬁ?é Don’t market by 'phone, go pick tho foodstuffs out.

Don’t ran up s. Pay cash—you get moro and you savo by it.
Havo fish for dinner twice a week.™ It s cheaper, very nourishing, and a

splendid brain fopd.
pEat corn reac?(i!\alf the time; there is strength and vigor in it, and it
saves whoat. Go through your household ~affairs—stop waste. Go
through your business affairs: Stolp waste.
Turn Potato Peelings Into Cannon.
And buy Liberty bonds.

Future war loans, the providing of tho sinews of war, and the success
of our allies, dopends upon the elimination of waste. It Is the most vital

There will be

It s good. Wo loved it
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factor with relation to the war. If the people of tho United States merely
eliminated what they waste it would be sufficient to provide tho armies in
France with rations in abundance. When it is considered that the United
States does ten billion dollars worth of business a week as a provider of the
armies of the Allies, it can take full responsibility. Every banker, and
every business man should be permeated with this idea and constantly
teach it, preach it, and talk it morning, noon and night. Tho banker is
usually the leading spirit in his community. His influence is wide because
ho is depended upon. What a great help ho can be in throwing himself
enthusiastically and unreservedly into this fight for economy. In Minne-
apolis during tho last Liberty Loan campaign, tho school children took
quite an interest. Regardless of the social status of their parents, they
toiled and earned pennies. They brought tho money to the school, and
when put together with thousands of other pennies, nickels and domes
it amounted to quite a sum, $117,000. Tho school authorities bought
Liberty bonds with this money; that was tho object tho children had in
mind. Imagine, if you please, the proud parents and what their con-
victions wero when they saw the sacrifices on tho part of their children.
It had its effect, for through it Minneapolis raised much moro than its
quota, and the effect was instantaneous upon the minds of the parents
and they economized.

Imagine, can you, the effect of an awakened America when every freo
citizen of it realizes the seriousness of this war. What a power, what a
strength, what a help It will be in determining the final outcome of tho war.
Tho one great democracy, the father of modem democracies, fighting only
for the rights of democracy. What a purpose that is. It may bo ful-
filled, it will be fulfilled through tho economy of the peoplo. Wo do not
want to be put on rations; wo do not wish to bo Hooverized. Our people
can be depended upon of their own volition to live on less, and to consist-
ently curb expenditure. It is not Now York, Detroit or Chicago which
will absorb tho next war loan: it will bo through this element of economy
on the part of tho people in the smallest country districts in America that
tho success of future issues will be determined.

It behooves each one of us to immediately economize, to placo our house-
holds upon a war basis, for in the measure that we do so the success of the
war is determined.

MERCHANTS' ASSOCIATION COMMITTEE FINDS
BUSINESS IS GOING ON AS USUAL.

A special committee of the Merchants’ Association of Now
York which inquired into the advisability of the inauguration
by tho Association of a “keep business going campaign” finds
that the public is buying very much as usual and that there
is no need for an agitation against superfluous economy.
The committee mado the following report to tho directors of
the Association:

To this committee was delegated tho formulation of a general schemo or
plan for propaganda by the Merchants’ Association, to overcome the inter-
ference with normal business arising from a hysterical public demand for
unnecessarﬁ/ and unwise e_cqnom\%. . .

If such hysterical condition Wero general and continued, it would un-
doubtedly bo desirable to take active measures to counteract it, by exposing
the fallacies from which it proceeds, and by showing the harm which would
befall the public as a whole, as a result of abnormal curtailment of consump-
tion and tho consequent unprosperity of all forms of business.

But we do not believe that thero is any present occasion for such active
measures, inasmuch as there Is no substantial evidenco that tho public is not
making and will not continue to make its accustomed purchases in propor-
tion to its normal needs. It is true that some readjustments in tho usual
currents of trade have been made necessary by war conditions, and some
timidity has naturally resulted in some lines; but thero has been no wide-
spread interference with the people’s means of subsistence, from whence
alone can proceed any substantial and continued obstruction of the normal
activities of trade. | L i . . C

It is our observation that such timidity as has existed is passing; and that
tho disposition of the people is to continue their normal outlays, except in
tho matter of food consumption, in which field wiso economy is prevalent.

Under theso circumstances, wo think it would bo a mistake to undertake a
crusade to "keep business going.” Thero is no apparent n