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Congress should heed fhe President’s declaration,
contained in his message to Congress, that “the
railroads will be handed over to their owners at the
end of the calendar year” and be governed accord-
ingly—that is, make legislative provision to that
end. That declaration is one of the very few posi-
tive statements to be found in the message.” It is
quite unlike the President's dissertation on the re-
lations between capital and labor, which is vague,
indefinite, forced and unconvincing—written like
the eomposition of & school boy, who wants to say
something, but does not know what or how to say
it, but goes through the task all the same, because
it is an indispensable requirement and hopes it will
please those for whom it is intended and find ac-

ceptance in their eyes.
Tt is certainly assuring to have the President pro-

elaim in this unqualified way that it is his intention
to turn these railroad properties back to their owners.
In view of the attitude of Mr. McAdoo last Decem-
ber, just before his resignation as Director-General
of Railroads, there had been some fear that possibly
a disposition might exist on the part of the Adminis-
tration to force upon the attention of Congress the
experiment of a five-year period of Government
control. Public sentiment, however, has been mani-
festing itself very strongly against any scheme for
furthering Government control, and Mr. Wilson’s
emphatic declaration removes all ground for appre-
hension on that score. The President having an-
nounced what he intends to do in the premises, the
obligation now rests upon Congress to enact legisla-
$ion which shall so safeguard the action which is
contemplated as to deprive it of menace to the
owners of the properties and to the general public.
1t is obvious that the roads cannot be turned back,
willy-nilly, in the present state of things. That
would spell disaster and bankruptey. Under Gov-
ernment control, operating cost (chiefly by reason of
the higher wage schedules put in effect) has increased
so enormously that the bulk of the carriers are barely
earning their running expenses.

Under present conditions, therefore, if the roads
were turned back without provision for higher rates,
they would in short order become bankrupt, unable
gither to pay dividends or interest charges. In
that state they would no longer be able to perform
their transportation functions, and the business of
the whole country come to a standstill, This is
too plain to need argument, and it is a gituation
that it is the bounden duty of Congress to avert
at all hazards. It is clear that the old equilibrium
between revenues and expenses—so that income shall
once more be large enough not only to provide for
punning expenses, but to take care also of the cus-
tomary interest and dividend requirements—cannot
be restored except by raising rates. Reductions
in wages are out of the question so long as comn-
modity prices continue at present levels and the
cost of living remains so high.

It seems easy enough to raise transportation rates,
but in view of the substantial advances in rates al-
ready established, and the fact that transportation
enters as an element of cost into practically every-
thing, such a step should not be lightly entered upon.

But who is to determine the extent of the advance.
Obviously, that cannot be left to the decision of that
archaic and discredited body, the Inter-State Com-

[fraser.stlouisfed.org/

merce Commission, for in that contingency the case
of the carriers would be prejudged against them in
advance, Some other body will have to be created
for the purpose. And what is more, the new schedule
of higher rates must be determined before the owners
can once more be charged with financial responsi-
bility for the properties. When this is gaid, it be-
comes apparent that there is hardly time enough
between now and the end of the calendar year for the
accomplishment of theundertaking. Congressshould
fall in with the idea of the President and agree to
the return of the roads at the date set by him, but
it should at the same time provide that the payment
of rental by the Government is to continue for at
least another calendar year.

That would allow time for working out a scheme of
rates and for a full and complete study of the ques-
tion, preventing the undue haste under which even
a meritorious scheme for the future control and regu-
lation of the roads might be wrecked. Congress
might designate Regional boards—say, one for the
Fast, one for the West and one for the South—for
the study and determination of the question, each to
be supreme within its own jurisdiction and to be
confined to such jurisdiction. These boards, work-
ing concurrently, could act to better advantage and
with greater expedition than a single central body.
On these boards the best talent of the country might
be placed, ineluding representatives of all the differ-
ent interests—the owners, the public and the workers
—and these boards might be directed to report their
conclusions well before the end of the calendar year
during which the Government guarantee is 1o remain
in force. The boards might be empowered to allow
consolidations, within the time prescribed, even of
competing roads, for the purpose of simplification
and to promote economy of operation. Certainly in
this or some other way a bridge will have to be pro-
vided to carry the roads over from their present
unfortunate status to a new and better status on
which their future is to be worked out.

The foreign export trade of the United States, at
least as represented by the ageregate values of the
commodities sent out, shows no signs of contrac-

tion. On the contrary, with the volume of ton-
nage available for the transportation of goods stead-
ily inereasing and demand from abroad continuing
extremely urgent, the latest aggregate of monthly
outflow (that for April 1919) is not only the best
on record by some 92 million dollars (exceeding
January in that amount) but comes close fo equal-
ing the total for any quarterly period prior to the
breaking out of the war in Europe. As only the
mere total value of the month’s exports 18 as yet
available it is not possible to state authoritatively
the direction the indicated increased outflow has
taken, but in the absence of details it is quite safe
to assume from the outward movement of vessels
that it has been largely to the principal countries
of Continental Burope (other than Germany and
Austria) although shared in by South America,
Asia and Africa. In fact the only directions in
which there has been any evidence of mentionable
decrease is in the shipments to the United Kingdom
and Canada.

Higher prices have, of course, been an important
factor in the building up of this phenomenal April
outflow but the increage over previous high records
is so great that if almost seems gafe to conclude
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that a high water mark quantitatively also has
been set. As we remarked two months ago, how-
ever, the significance of this, as well as all other
recent high totals must be qualified in a measure,
as they do not altogether reflect ordinary trade
movements of merchandise. In ofher words, ship-
ments are included that cannot be properly classed
as exports—that is, supplies, &c., for the American
forces abroad. Commodities sent abroad on Gov-
ernment vessels are not included in the trade sta-
tistics, but where supplies go forward on merchant
vessels they form a part of the totals. This latter
has been the case more or less of late, but no separate
record of the shipments is available, making it
impossible for us to aseertain the extent to which
the tofals have been swollen thereby.

The total of the merchandise exported in April
this year was $714,513,378, against $500,442,906
for the period a year ago and 530 millions in 1917.
For the ten months of the fiseal year (July 1 1918
to April 30 1919, inclusive), the export aggregate,
at $5,704,919,778, is not only 820 millions above
that of last year, contrast being with $4,884,987,181,
but shows a gain of nearly 540 millions over 1916-17
and is 2,311 millions in excess of 1915-16. Mer-
chandise imports were also of imposing amount,
although exceeded in four previous monthly periods.
They aggregate $272,955,326, against $278,981,327
in April 1918 and $253,935,966 in 1917. For the
ten months since July 1 1918 the imports at $2,-
473,916,450 compare with $2,362,452,434 in 1917-
18 and exceed 1916-17 by 402 millions. The export
balance for April reached the unprecedented sum
of $441,658,052 (3114 millions greater than that for
January) this contrasting with $221,461,579 a year
ago and §275,991,849 in 1917, while for the ten
months of 1918-19 exports ran ahead of imports
by $3,231,003,328; in 1917-18 the excess was $2 -
522,634,747 and in 1916-17 just a little short of
3,100 millions. Parenthetically, the ten months
trade balance is much greater than the total exports
for any full fiseal year prior to 1915-16, and well in
excess of the aggregate foreign trade of the country
(exports and 1mports combined) a decade back.

Gold exports during April were of very moderate
volume, reaching only $1,770,057, and practically
all to South America, TImports, on the other hand,
although not heavy, were with the exceptuion of
March, the heaviest since June last. They aggre-
gated $6,691,795 and came mainly, if not wholly,
from Canada. Our net gain of the metal was, there-
fore, $4,921,738, which wipes out the previously
existing net export and gives for the ten months
ended April 30 1919 a halance of imports of $3,-
503,188. This compares with an export balance
of $08,648,230 for the period in 1917-18 and an im-
port, balance of $666,515,347 in 1916-17. Silver
exports for the month were $25,076,574 and for the
ten months reached $259,067,5687 (largely to India)
against which there were imports of $63,833,203,
mainly from Mexico, leaving the net outflow $196,-
134,384, against $26,555,131 in 1917-18 and $35,-
015,432 in 1916-17,

Building construction returns for the United States
for April 1919 reflect a marked revival of activity in
this important industry as compared with previous
monthly periods for some time back, with all sections
of the country sharing in it to a greater or lesser
-extent. Moreover, further expansion undeterred by

the high cost of materials and labor, would seem
likely if encouragement is forthcoming from the
moneyed interests. At least that seems to be the
siuation locally as brought out at a conference at
the City Hall on Monday last. Men prominent in
the building industry then told the Mayor that long-
term loans at reasonable interest will stimulate con-
struction work and put a speedy end to housing con-
gestion in the city. The three-year mortgage with
the possibility of having it called at the end of the
term was mentioned as one deterring influence. On
the other hand, it was intimated that if borrowing on
mortgages could be done on a twenty or thirty-year
basis, or even for half that time, building would
receive its greatest impetus,

For April the outlay contemplated under the per-
mits issued at 171 cities of the country aggregates
587,535,570, against $54,247,208 in the month of
1918 and approximately 87 million dollars in 1917.
Greater New York's prospective expenditure is
$16,626,434, against $6,506,814 and $10,184 287,
with all boroughs sharing conspicuously in the in-
crease over a year ago. For the 170 outside cities
the total at $70,909,136 contrasts with 847,740,394
and 77 millions, respectively. Among the larger
cities reporting very noteworthy gains are Chieago,
Philadelphia, Boston, Kansas City, 8t. Louis, Den-
ver, San I'rancisco, Minneapolis, Los Angeles, Rich-
mond, Newark, Pittsburgh, Detroit, Washington,
Indianapolis, Cleveland, Milwaukee, Atlanta, Mem-
phis, Norfolk, Portland (Ore.), Seattle and New
Haven. But even greater expansion is to be noted
in some localities of lesser prominence, such as
Akron, Long Beach and Fort, Worth.

For the four months of 1919 the aggregates of all
sections except the Other Western exhibit satisfac-
tory gains over 1918. Twenty-five New England
cities report an increase of 514 million dollars, largely
at Boston and Hartford; 42 in the Middle group
exclusive of Greater New York, an expansion of 714
millions, with Philadelphia, Baltimore, Washington
and Rochester the main contributors, and 30 in the
Middle West, a gain of 21 millions, 4% millions of
which at Chicago, 524 millions at Detroit, and 4
millions at Akron. The South (33 cities) increased its
total 616 millions over last year. Activity at Port-
land and Long Beach is the feature of the exhibit
made by 15 Pacific Coast cities, where an excess of 4
millions is disclosed. The “Other Western" section
of 25 cities reports a falling off of 514 millions, but
this is due entirely to the decline at St.Paul, where
there was extreme activity in construction work in
April a year ago. Inall, for the 170 cities outside of
Greater New York, we have for the four months an
aggregate of $172,120,552, against $133,609,771 last
year and some 244 millions in 1917, and including
New York’s totals of $40,943,642 and $21,247,913
and 845,214,124, respectively, the exhibit for the
country as a whole stands at $213,064,104, against
$154,857,684 a year ago and 289 millions in 1917.

In the Dominion of Canada building operations
are also becoming more active, with the gradual .
return to normal conditions, but as yet it is apparent
mainly in the eastern gections of the country and in
such cities as Toronto, Hamilton, Quebec and Hali-
fax. The April building permits issued in 27 Fastern
cities call for an outlay of $4,512,572, against $2,493,-
4251n 1918, while for 13 Western localities the respec-
tive totals are $1,280,445 and $637,396. For the
four months the aggregate for the 40 cities is $11,839,-
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815 (89,534,730 East and $2,305,085 West), against
87,681,749 in 1918 and some 8% millions in 1917.

While the Germans continued their protests against
the acceptance of the terms of the peace freaty, they
devoted more of their time this week to the drafting
of their “observations’” and counter-proposals, which,
according to the time fixed on May 7, had to be
completed and filed with Chairman Clemenceau of
the Peace Congress not later than 1 o'clock Thurs-
day afternoon, May 22. This activity of a con-
structive nature applied to both the plenipoten-
tiaries and their numerous technical advisers and
assistants at Versailles, and also to the Cabinet in
Berlin. Phillip Scheidemann, Chancellor, said that
he and his associates in the Ministry were “discus-
sing continually counter peace terms, based withouf
restrictions on President Wilson’s principles.” These
pringiples, or what have been most frequently spoken
of as the President’s “14 points,” have been made
the foundation of all the contentions of the Germans
since the terms of the treaty were presentfed to their
Versailles representatives, and they have had oppor-
tunity to examine them. Behind those “points”
they have taken refuge, likewise, in all their voeifer-
ous objections to the dosument, To do this, Chan-
cellor Scheidemann declared last Saturday was “the
right of the new Germany, upon which,” he added,
“ithe Government will insist to the last.” Inaspecial
cablegram from Berlin that appeared here on M onday
it was set forth that “Germany has taken the attitude
that President Wilson’s 14 points and his subsequent,
speeches relating thereto, together with the exchange
of notes with Washington between Oct. 3 and Nov. 5
1918, constitute, to all intents and purposes, an in-

ternational agreement, solemnly binding on bothsides,
the abandonment of which would be nothing less than
a violation in a sense of the international law.”

There was & continuance this week of the rumors
of dissensions among the German peace plenipoten-
tiaries on the one hand and between members of the
Cabinet on the other, and also of pronounced differ-
ences of opinion between certain peace commission-
ers and equally prominent members of the German
Ministry. A semi-official statement appeared in
Berlin at the close of last week in which it was as-
gerted, however, that there was “eomplete unity
hetween the Versailles plenipotentiaries and Berlin.”
Advices from the latter centre said that the Pan-
German newspapers were circulating rumors that the
“Tbhert-Scheidemann Government intends to sign the
Allied peace terms, notwithstanding their severe pro
visions.” These assertions were charactevized as
striking “a false note,” and it was alleged vigorously
that the “Government is fully united in its intention
to carry out its recently stated poliey of declining to
sign the compact.”

At the beginning of this week the reports that
Clount von Brockdorff-Rantzau, head of the Ger-
man peace delegation, would soon resign, and in fact
that he had asked to be relieved of his duties at
Versailles, were also circulated freely in that centre
and Paris. The facts were that on Saturday evening
he left for Spa to confer with representatives of the
(ierman Government., When he took his departure
from Versailles, it was claimed that actually he was
going to Berlin and that he would not be seen at the
Peace Congress again. As already indicated, he did
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not. go as far ag the German capital, and was back
in Versailles Monday evening. Herr Leinert and
Herr Scheucking were left in charge of the negotia-
tions there during his absence. Upon his return
von Brockdorff-Rantzau was accompanied by Herr
Landsberg and Herr Giesberts, both of whom had left
Versailles for Berlin shortly after the peace terms were
presented to the Germans, and who, it was claimed,
had resigned. In the party also were Max von
Wasserman, one of the managers of the Reichsbank;
Gieneral von Secht, a military export, and about 40
other persons. Again the report was heard that the
Chairman of the German delegation would resign,
and this time it was claimed that he would be suc-
ceeded by Chancellor Scheidemann. Confirmation
was not forthcoming, and up to the present time there
has been no announcement of his resignation, and in
fact no official statement that he contemplated giving
up his present important post. Upon the contrary,
the Versailles dispatches of Tuesday stated that
upon his return the Count “was apparently in the
best of humor and showed no trace of depression.”
Among the prominent men whom he was reported
to have seen during his brief conference at Spa was
Dr. Dernburg, who was formerly well known in the
United States.

It was asserted positively in advices from severai
Buropean centres that reached here late Tuesday
afternoon, that the Germans would not sign the
{reaty. For instance, Copenhagen heard the report
and sent it out promptly, that a gemi-official state-
ment had been issued in Berlin, in which it was
olaimed that at the conference at Spa on Sunday
between Cerman peace delegates and German
political leaders, it had been decided absolutely that
“the pemce terms were unacceptable,” and that
Germany would do all in its power “to find a prac-
ticable basis of peace which takes into account our
opponents’ justifiable demands, and also those
capable of being borne and carried out by the German
people.”” Then, too, a Paris cablegram, likewise
received on Tuesday afternoon, claimed that “Count
von Brockdorff-Rantzau has become more deter-
mined than ever, as a result of the Spa conference,
not to sign the peace treaty.” It was further
asserted that, as the result ot his conference with
prominent, representatives of the Goyernment, he
had become convineced that “Germany would never
consent to sign the peace treaty.”

At the same time it was reported that he had
brought “with him from Spa a complete set of
counter-proposals, drawn up in Berlin and approved
by a National Assembly peace commisgsion, which
he intends to present at the end of the 15 days
allotted by the Big Four for the consideration of the
treaty.”

This latter assertion did not harmonize with the
rather definite report, or statement even, in a Paris
cablegram published here last Sunday, that the
Germans had sought, and probably would be granted,
a ten day extension for preparing and filing their
“observations.” Neither did it jibe with a Paris
dispatch on Wednesday morning in which it was
glaimed that the German peace plenipotentiaries
would ask an extension of time of gix to eight days,
on the ground that the “Germans had been unable
to digest and prepare their counter-proposals.” In
that message the opinion was expressed that “the
Allies probably would grant some extension, while
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perfecting plans for the occupation of Germany, if
she refused to sign the treaty.” The belief was said
to prevail in Paris at that time that the signing would
not actually take place earlier than June 10, and
perhaps not until June 15. Wednesday afternoon
advices received here from Paris stated definitely
that Chairman von Brockdorff-Rantzau of the
German peace delegation had asked for an extension
of time, claiming that it would be impossible for
Germany to finish her reply by the expiration of the
allotted 15 days, on Thursday.

As has been true from the very beginning, the
advices this week were so absolutely contradictory
as to make it practically impossible to decide what
was fact and what was fiction with regard to peace
matters. [or illustration, on Wednesday afternoon,
as just noted, while it was asserted in one dispatch,
without reservation, than an extension had been
sought, in another, supposed fo be equally trust-
worthy, the statement was made that the German
delegates apparently had their counter-proposals
well under way toward completion, for submission
to .the Allies. There were no evidences, according
to this dispatch, of “the hurried and intense activity
on the part of the members of the peace delogation
and their advisers, such as marked the first faw
days of their stay at Versailles.” Continuing, this
message said: “The leading delegates here have
intimated no intention of asking an extension of
time beyond May 22, A cablegram from Paris
received earlier the same day said: “The German
plenipotentiaries will deliver their ‘observations’ on
the peace terms to-morrow. No extension of timae
for replying has been given them.”

The real truth about the matter did not become
definitely known in this country unfil Thursday
morning, when it was learned that the Chairman
of the German peace delegation had asked for an
extension, without naming a definite date for its
termination, and that Chairman Clemenceau of the
Peace Congress, had replied that the “Allied and
Associated Governments are willing fo grant an
extension until Thursday, May 29th.” This means,
undoubtedly, that the treaty will not be signed,
even next week. According to Paris advices Thurs-
day morning; the belief prevailed there that the
gignatures would not be attached before June 10 or 15 1
as suggested in an earlier paragraph. In granting
the extension the Allies were said to have had two
objects in view, namely “First, to give time for
sentiment in Germany to erystallize further, realizing
that it is the German people who must decide the
matter, and believing that more mature reflection
will convince them that it will be better to sign the
treaty; second, to permit the eompletion of extensive
military plans for the oecupation of Germany, in
case the Germans refuse to sign.” Yesterday the
further suggestion was offered that the days of grace
would give the German authorities further oppor-
tunity to quiet opposition to the treaty on the part
of the German people, and also for Chancellor
Scheidemann, Matthias Erzberger, Gustay Noske
and other prominent Germans to modify somewhat
their extreme language regarding the treaty,

As to whether the German Peace Commissioners
would sign the treaty, and if so, whether promptly
or otherwise, the reports and advices from Paris,
Versailles, Berlin, London and Washington were just

about as conflicting and confusing, as they were
relative to the probability of an extension of time
being granted for submitting objections to the treaty.
In what was declared to be an exclusive interview.
with a correspondent of a New York evening news-
paper, President Ebert of Germany was reported to
have said that ‘Germany would suffer oceupation
rather than sign the peace treaty,” and to have
alleged also that “the peace conditions which had
been framed at Paris are really a mockery of Presi-
dent Wilson’s 14 points.” He was quoted, further-
more; as saying that “Germany’s worst militarists
would not have decreed to place the world under
such a carefully calculated manifesto of suicide as
the Paris peace treaty.” In reply to a question by
the interviewer as to whether Germany “would fight
to oppose the peace tgeaty,” President Ebert is
reported to have said, “Not. now,” suggesting that
“the present troops available are only police troops,
which will withdraw in order to avoid a clash.” On
Tuesday came a cablegram from Berlin relating that,
in addressing a “demonstration” the day before,
President Ebert had declared that “Germany would
never sign the peace treaty.” It was in this ad-
dress that he set up the claim that “foreign countries
will not permit the proseription of Germany. They
will raise their voices with us that the peace of
enslavement, which we will never sign, shall not
come to pass.” On Thursday morning there ap-
peared here an Associated Press dispatch from Berlin
containing a statement said to have been authorized
by the German Cabinet, which read in part as follows:
“Germany declines to sign the peace terms laid
before it, because they spell the economic destruction,
political hishonor, and moral degradation of the
entire German nation, not only for the present, but
also for still unborn generations.”

Possibly President Ebert was encouraged to make
his statements by knowledge of the fact that several
days before Cardinal Hartmann, Archbishop of
Cologne, had requested Pope Benedict *“to inter-
vene in the situation between the Allied Powers and
Germany in order to protect Germany from the
complete breakdown which menaces her.” Accord-
ing to advices from Cologne the Cardinal asserted
that “the peace conditions would mean the utter
ruin of Germany, and would be a cruel violation of
the rights of 70,000,000 inhabitants of the country.”
On Sunday it was reported from Rome that the
Pope, “with a view to co-operating in the speedy re-
establishment of lasting peace throughout the world,
has taken steps to communicate an appeal from
the Allied peace terms, signed by the entire German
Episcopacy, to one of the most important delegations
at the Peace Congress.” In explanation of the
Pope’s action it was said that his “purpose was to
have the freaty conditions imposed upon Germany
so modified as to make them acceptable,” and,
furthermore, that he regarded them as “impossible
of fulfillment.”

This, of course, was not the first time that the
head of the Catholic Church had appeared as & peace
intermediary. Going backward in his record in
this particular, it may be noted that his last previous
proposal was made on March 11 of this year, when
he was reported to have addressed the Allied nations;
urging them to hasten the signing of the treaty with
the Geermans in order to prevent internal upheavaly
in Germany and also to prevent Bolshevism getting
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a firmer hold on that country. It will be recalled
also that on Aug, 16 1917 a little more than four
months after the United States entered the war,
the Pope offered a peace proposal in which he sug-
gested that “‘an agreement be reached on'a reduetion
of armaments and the establishment of the prineiple
of arbitration.’” His proposal called, furthermore,
for the evacuation of Belgium and France; for a
settlement of the damages and cost of the war on
a basis of “reciprocal conditions,” and for the settle-
ment of territorial problems in & conciliatory manner
“with due regard to the aspirations of the inhabitants
of the regions affected.” It was in his reply to these
suggestions for peace that Secretary of State Lansing
made what is now his somewhat famous statement
that “we cannot take the word of the present rulers
of Germany for anything,” and also turned down
the other features of the Pope’s proposals in polite
but conclusive terms.

In opposition to President Ebert's statement and
those of a similar character by other prominent mem-
bers of the German Government, a rather significant
statement was said to hayve been made early in the
week, upon his return from Berlin, by a member of the
German peace delegation, who has the rank of Chan-
cellor of Legation: “We will sign, despite all, because
we will be hacked to pieces if we return to Berlin
without signing.” Last Saturday one of the sec-
retaries of the German peace mission, who even un-
der the extremely trying circumstances in which he
was placed evidently had not lost a keen sense of
humor and a striking gift for figurative expression,
is reported to have made the following reply to a
query as to whether his superiors would sign the
treaty: “What else can we do but sign? We are on
the ground, your knees are on our gtomachs and your
thumbs in our eyes.” On Monday a dispatch from
Paris stated that the framers of the peace treaty were
not disturbed over the German propaganda against
that document, that was being spread broadeast, and
that they were confident that it would be signed after
the “tempest in the teapot” had blown over. On
Tuesday and Wednesday reiterations of this belief
appeared in the advices from Paris and London. A
special cablegram from Berlin that arrived on the
latter date claimed that the substance of the German
reply would be that “the German Government finds
the proposed peace terms submitted by the Allied and
Associated Governments as not coming within Presi-
dent Wilson’s 14 points, the basis for peace accepted
by both sides, and therefore not acceptable.”

In other Berlin advices received Thursday it was
claimed that “dilligent inquiry in official quarters
and in political cireles failed to reveal any clues as to
the nature or contents of the German reply which is
to be presented at Versailles.” On Wednesday also
a well-known correspondent of a prominent New
York newspaper cabled that “the general impression
in Conference circles is that the Germans will ulti-
mately sign the treaty,” although he added that “the
rather general opinion is that the German pleni-
potentiaries will first resign as a protest against the
treaty,” but that this idea is “coupled with confi-
dence that they will be persuaded to withdraw their
resignations and sign.”” That the foregoing could
gearcely be much more than speculation follows as
a matter of course. Washington advices on Thurs-
day stated, however, that “in Administration cir-
wcles it is confidently predicted that eventually Ger-
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many will sign.” Information said to have been re-
ceived in Paris about midweek indicated that the
Berlin Government had become alarmed beeause
of the demonstrations against accepting the peace
terms, it being feared that another revolution might
develop as a consequenee. The belief was said to

prevail in the Paris capital that the “Ebert Govern-
ment may decide that the best way to meet the situa-
tion is to direet its plenipotentiaries at Versailles to
sign the treaty without delay.”

The decision of the Peace Conference authorities
to grant an extension of one week for the Germans
to formulate and present their “‘observations’” and
counter proposals to the peace treaty naturally has
raised the question as to whether those authorities
will congent to make any madifications of the original
terms. Most of the advices from Paris have de-
clared rather positively that they would not. Thurs-
day morning it was asserted in a special eablegram
that “the Allies have no intention of modifying the
terms.”” In another dispateh the following idea of
the situation was given: “It is stated in the highest
cireles that no change in the German peace treaty is
contemplated, but it is admitted that cirenmstances
may warrant the Couneil of Four in watehful waiting,
without any hard and fast program.” Judging from
what they have done so far, it would seem safe to
assert that the Peace Conference authorities have a
decidedly “hard and fast program,” to which they
intend to adhere closely.

Certain it is that they have made short work thus
far of all the proposals of the Germans relative to
changing the peace treaty. According to the latest
advices some 12 or 15 such notes have been presented.
Reference might be made particularly to their de-
mands with respect to the Sarrve Valley, responsibility
for the war, and the giving up of eriminals. A week
ago fo-day it was reported in Paris that the Com-
mission on Territorial Affairs of the Peace Con-
ference had drafted a “peremptory answer” to the
objections of the Germans to provisions of the
peace treaty with respect to the Sarve Valley and the
left bank of the Rhine. Nothing developed during
the week, until yesterday morning, to indicate any
inclination on the part of Peace Conference author-
ities to modify their original stipulations regarding
these matters. Paris advices yesterday stated,
however, that “slight modifications of the terms of
the award” had been made. In his request for an
extension of time for replying to the treaty, Count
von Brockdorff-Rantzau gave notice to Chairman
Clemenceau that the German plenipotentiaries in-
tended to present six more notes dealing with im-
portant features of the treaty, among which was
Alsace-Lorraine.  Although it became known yester-
day also that the Allies had made “some modifica-
tions in the terms regarding reparations,” it is diffi-
cult to imagine how the British and American dele-
gates, not to mention the Irench; of course, could
consider for a moment anything that would not give
that long disputed streteh of country to France as
completely as set forth in the terms of the treaty,
in the form presented to the Germans on May 7.

Regarding the questions of responsibility for the
war and reparation, over both of which the Ger-
mans have shown special resentment, Chairman
Clemenceau made a characteristically terse reply on
Wednesday to their requests for modification, THe
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declared that “Germany recognized in 1918, im-
plicitly but clearly, both the aggression and her re-
sponsibility,” and added “it is too late to seek to
deny them to-day.” Thursday afternoon it became
known that the Council of Four had delivered its re-
ply to the German note with respect to the return of
prisoners of war. It declared that “the Allies dif-
ferentiate between ordinary prisoners and those
guilty of crime, and that the latter will be held and
punished.” It is worth noting that the Allied and
Associated Governments have taken only a short
time thus far to frame their reply to the objections of
the Germans. This would seem to indicate that the
latter will haye answers to all their notes soon after
they file the last of them, and that the representatives
of the Allied and Associated Powers will be ready to
sign immediately thereafter. The opinion was ex-
pressed in Paris advices on Thursday that, with
the filing of the six notes referred to by the Chair-
man of the German delegation in his request for an
extension of time, the Germans would stop their
note writing and consequently would have no ex-
cuse for requesting further extensions. Yesterday
announcement was made that already the Allies had
turned down the German League of Nations and also
the protests with respect to the economic features of
the treaty.

Regarding the latter they point out that “the

- shortage of merchant ships, the shortage of coal,

and the economic erisis—are all chiefly the result,
not of the terms of peace, but of the savagery of the
war which Germany herself condueted.” According
to reports in circulation in Paris the note was the
work of the American experts of the Allied Economie
Commission.

Chairman Brockdorff-Rantzau and several other
members of the German peace delegation left Ver-
sailles for Spa Thursday evening to confer with
Chancellor Scheidemann, Count von Bernstorff,
Dr. Bernhard Dernburg and Dr. Bell, the Colonial
Minister. It is expected that the peace delegates
will be back in Verszailles to-morrow.

At frequent intervals during the week came
the report from Paris, and also from London on
Thursday, that the American delegates were dissatis-
fied with the German peace treaty and that several of
them had resigned. Early in the week it was claimed
that the number was three, hut on Thursday it was
said to have reached nine. Those who had dropped
out were spoken of as “technical authorities.”
Thursday the Director of Experts of the American
Peace Commission was quoted in Paris as admifting
that “there had been some resignations of subord-
inates from his force,” hut, that they were not “chiefs
of sections.” The same day a Paris correspondent
of the “Westminster Gazette” of London was quoted
as having telegraphed his paper that & member of the
American delegation had said that “the treaty does
not. mean peace; it means war.” Friends of Presi-
dent Wilson were quoted near the end of the week as
saying that even he was not satisfied with the freaty,
which, in all probability, is true. If the facts were
known, unquestionably no one who helped to frame
it 18 satisfied with the document in all particulars.
Regardless of the high moral prineiples on which it
was supposed to have been based, there is every
reason to believe that actually it represents diplo-
matic and international bargaining to a greater ex-
tent than the American delegates, at least, who did not
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go to Paris in search of territory or financial repara-
tion for their country, would like to have seen. It
has been indicated also in Paris cablegrams that the
Americans were opposed to the treaty beeause they
did not believe it to be workable in some im-
portant respects, an idea which, it was declared
yesterday, the British delegation shared to some
extent. President Wilson’s friends were quoted as
saying that he believes the treaty is the "best it was
possible to obtain, considering all conditions, and
also that he was said “to aceept it as an accomplished
fact now that it is in its final form.” It is argued
that, owing to the extremely difficult problems pre-
sented, this is the reasonable view to take, although
it may be true, as frequently alleged, that Mr. Wil-
son made concessions, even with respect to some
principles, in order to obtain the support of the
British and French delegates for the League of Na-
tions, which he regarded as absolutely essential to
the success of the peace treaty.

Readers of the daily papers, more particularly
those people wo do not do much more than skim
over fhe headlines on the first page, might casily
have assumed that matters at the Peace Congress
were practically at a standstill during the early part
of the week. This assumption could have been
based upon the fact that the first fow pages in
nearly all the daily papers were devoted largely
to the accounts of the attempts of several daring
fliers to eross the Atlantic Ocean in airplanes, and
that little Peace Congress news was in sight. To
find the latter it was necessary, in most cases, Lo
turn over from three to six or seven pages. Even
then one did not find the quota of that kind of news
to which the eye of the careful reader had been
accumstoned for weeks and even months. One
American correspondent stated on Wednoesday, how-
ever, that “these are busy days with the Council of
Four and its many technical advisers, although
little shows on the surface.” Among the important
questions still unsettled at that time, according to
this correspondent and other advices as well, were
the exact terms of the Austrian treaty, the best way
to deal with Hungary, beeause of her failure to
aceept an invitation to send delegates to the Peace
Congress, how to dispose of Turkey, and last, but
not least of all by any means, the Italign situation.

Monday afternoon the Austrian delegates to the
Peace Congress exchanged their credentials in the

Pavilion Henry IV at St. Germain, The ceremony
which was said to have lasted no more than four
minutes, must have been formal and perfunetory in
the extreme. According to all accounts it was de-
void of the unpleasant incidents, such as marked the
action of the Chairman of the German peace dele-
gation when he presented its credentials to the Allied
and Associated representatives at Versailles on
May 7. Jules Cambon presided at the meeting with
the Austrians and presented the credentials of the
Allied and Associated Powers, while Chancellor Ren-
ner was the spokesman for the Austrian delegation.
The terms of the Austrian treaty apparently were un-
der consideration all week by the Council of Four,
At the outset the hope was entertained and expressed
that they would be ready for submission to the
Austrian delegation late this week, but yesterday's
advices stated that the treaty would not be com-
pleted until the first of the week, perhaps on M onday,
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Tt was stated, also, that the document would be about
as long as the German freaty, and would require the
payment of an indemnity of $1,000,000,000, which,
it was said, financial authorities believed Austria
could provide. Apparently the completion of fhe

treaty has been delayed considerably by the failure
of Hungary to send delegates to the Peace Congress.
In fact, it was claimed that this necessitated the re-
writing of ‘a considerable portion of the freaty, con-
cerning overlapping questions relating to the former
Dual Monarchy. The Austrian delegates were pic-
tured as taking things very easy in their comfortable
quarters at St. Germain, and to be enjoying particu-
larly the abundant food that was supplied to them.
Their chief mission was reported as being “to se-
cure adjustment of finances and raw materials, to
regulate exchange and to have the Allies exert their
influence upon the various republics of the old Em-
pire to return to their normal life.” In a Paris dis-
patch it was even asserted that “‘the Austrian dele-
gates, composed mostly of Socialists, have gone to
St. German with the hope of being able to trade their
plan for German fusion for economic betterment and
then resume, a few years later, its scheme for union
with Germany.” This sounds rather pessimistic,
but nevertheless may prove to be correet. It was
claimed in Paris advices near the end of the week
that the Austrians would sign the treaty presented
to them without delay.

From the beginning of the Peace Conference until
this week little appeared in all the European advices
about Turkey. It might almost have been assumed
by the superficial readers of European news that
that country had dropped out of sight, and con-
sequently would not have to be dealt with by the
Peace Conference. Through a Paris cablegram
received here on Tuesday it became known that the
British delegates had advanced the idea that, for
political reasons and to avoid a religious war, at
least & semblance of the Turkish empire should be
retained and that “Constantinople should remain
in the political possession of the Sultan.” The
following day Paris cablegrams indicated that the
suggestion had provoked much discussion in Peace
Conference cireles, but that the probability was that
“the Sultan would remain in Constantinopel as head
of the Moslem faith, but with only nominal temporal
authority.” On Thursday the situation with respect
to the Turkish question was pictured as being in-
creasingly acute. It was said that strenuous efforts
were being made to work out a plan for the dis-
memberment of the country that would not provoke
a religious war. There appeared to be little or no
hope of the American delegates accepting a mandate
for Turkey, with the Sultan permitted to remain
in Constantinople. The delegation from India made
a strong plea for his retention as head of the Moslem
faith in Turkey, with which the British delegation
was said to be in accord. As might have been
expected, the British support of this proposal raiged
a great storm of protest in Paris. Henry Morgenthau
of New York, and formerly American Ambassador to
Turkey, was quoted in a Paris cablegram on Thurs-
day as saying “to leave the Turk in Constantinople
would condone the murder of a million people.”
Last evening dnnouncement was made in Paris that
he had submitted a memorandum to President
Wilson on the Turkish situation, inwhich] he re-
commended th if the United States assumed a

mandate for Turkey, Constantinople, Anatolia and
Armenia should be included. According to Paris
advices, also received last evening, the Chinese
delegation will sign the peace treaty, but with reser-
vations relative to Kiao-Chau and Shantung. This,
it was said, will not affect the treaty as a whole,
and at the same time time will preserve Chinese
rights.

So far as the Paris advices indicate, substantial
progress is not being made in dealing with the
Italian situation, although it was claimed a few
days ago that an announcement of the final terms
might be made soon. On Tuesday it was reported
that “Italy is reconciled to seeing Fiume not under
Italian sovereignty.” The rest of the Adratic
controversy was spoken of as “not yet settled.” So
far as indicated, nothing had been settled. The
same day the Paris newspapers asserted that the
“Council of Four will decide to internationalize
Fiume, because no other arrangement could be
accepted by both Italy and Jugo-Slavia.” This
was one of the first suggestions reported to have
been offered in the early discussion of the whole
question, Wednesday came the rather fantastic
report that it was proposed to try to console Italy
for the loss of Fiume by giving her mandates in
Asia, where she was reported to have great aspira-
tions for control of territory. The most sensational
announcement of the whole week regarding the
Italian situation came on Thursday afternoon when
it was stated in Paris that “the United States,
Great Britain and France had joined in a note to
Italy requesting an explanation of the landing of
Ttalian forces in Turkey.” This was said to have
been done while Premier Orlando and Baron Sonnino
were in Rome for a few days, after having withdrawn
from the Peace Conference. Premier Orlando was
reported to have made a reply, the substance of which
has not come to hand. A cablegram from Rome
last evening stated that, at a cabinet meeting held
a few days ago in a heavily guarded railway car near
Bardonecehia on the Franco-Italian border, Premier
Orlando “‘explained the difficulties of the Italian
delegates’ work in Paris and received the indorse-
ment of his ministers.” Announcement was also
made last evening that Count Imperiali, Italian
Ambassador to Great Britain, and Signor Crespi,
Ttalian Food Commissioner, have replaced Antonio
Salandra and Marquis Salvago-Raggi on the Italian
peace delegation, the latter having resigned.

Until the peace treaty is signed apparently little
will be heard in this country regarding economic
and finanecial conditions in Great Britain and France.
Because of her great resources and the fact that her
fields and factories were not devastated by the war,
as were those of France and Belgium, it is to be
expected that reconstruction will get under way
sooner and proceed more rapidly in Great Britain
than in the other countries mentioned. Very little
constructive work can be accomplished in Germany
and Russia until there is far less political unrest and
much more concerted effort.

There was a good demand in the London market
for Government irredeemable and long term securi-
ties. The demand for standard issues generally
was active, but there was the degree of irregularity
in the oil stocks that might have been expected, in
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view of the recent sharp advances. Announcement
was made in advices from that centre on Monday
that the Shell Transport & Trading Co. had made
an offer for control of the Lobitos Oilfields Co.
Other consolidations were said to be under active
congideration, and some of them well advanced.
Announcement was made yesterday in the course
of the debate on the Indian budget in the House of
Commons that a ecurrency commission would be
appointed to investigate the rise in the price of silver,
owing to the limited world supply.

In Russin Premier Nikolai Lenine is still talking,
according to a dispatch from Vienna on Thursday.
Dr. Ladislas Rudas, a Hungarian professor, who had
just returned from Moscow to Vienna, declared that
he was repeating the exact words of Lenine when he
said: “President Wilson does not represent his time
nor its ideals. He is merely a smoother-over, trying
with a pint of oil to still the whole ocean of troubled
waters, He does not see eapitalism ended.” Lenine
was also quoted as saying to his friend, the professor,
that he would not make peace, but would continue
class warfare until the “whole world was one in
brotherhood.” In Northern Russia it appears that
Gen. Kolchak and the other leaders who are endeavor-
ing to bring order out of chaos are making substantial
progress. Several important defeats of the Reds have
been reported, which involved the capture of large
numbers of prisoners. Yesterday word was received

from London that the Allied troops operating on the
Murmansk front had the Bolshevist forces in full
retreat and that they had taken seyeral important
towns. 'The Finnish troops are reported to be making
steady progress in their march upon Petrograd.

Naturally, military preparations have been in
progress under the direction of the British, French
and American authorities for the further occupation
of Germany in the event of her peace commissioners
failing to sign the treaty. General Pershing canceled
a trip to London about midweek in order to give his
attention actively to this matter. Marshal Foch
about the same time was reported to have presented
his plans to the Council of Four for dealing with that
gituation. Thursday afternoon it became known that
Lieut.~Gien. Hunter Liggett, Americn Commander
of the Army of Occuptation, and Major General
John Hines, Commander of the Third Corps, who
were on their way to London, had been recalled by
orders from the Amerjcan General Headquarters. It
was also stated that 900 motor trucks had begun to
move from west of the Rhine to the bridgehead area,
and that they were being distributed among the
troops holding the zone east of the Rhine, “should
the occasion arise for the Americans to start an ad-
vance.” It 15 sincerely to be hoped that the “occa-
gion”” will not arise. In a cablegram from Coblentz
recoived last evening it was stated that between
25,000 and 35,000 American troops were being trans-
ported in the motor trucks from the west to the east
side of the Rhine, and that it was expected that the
movement would be completed late yesterday or
to-day. Not much opposition i expected from the
Germans on the western front, but it seems to be
generally believed that the inhabitants of Upper
Silesia will put up a determined fight against Poland
if no change is made in the stipulations whieh award
that territory to Poland.

British revenues for the week ended May 16
made a somewhat poorer showing, and the week’s
national financing resulted in a small deficit. Sales
of Treasury bills continue to exceed the amount
repaid, so that the total of Treasury bills outstanding
is now £1,018,789,000, as against £1,013,135,000 a
week ago. Expenditures for the week were £18,-
749,000 (against £24,810,000 for the week ending
May 10), while the total outflow, including repay-
ments of Treasury bills and other items, aggregated
£86,272,000, comparing with £89,906,000 the week
before. Receipts from all sources amounted to
£86,125,000, against £90,136,000. Of this total,
revenues contributed £13,223,000, against £11,380,-
000; war savings certificates brought in £1,000,000,
against £1,700,000, and other debt £2,236,000,
against £7,598,000. War bonds yielded £4,730,000,
against £4,597,000, and a total of £7,400,000 was
received from advances, comparing with £2,000,000
last week. New issues of Treasury bills equaled
£57,252,000, in comparison with £62,741,000 a
week ago, Repayments were £51,505,000, The
Exchequer balance now stands at £6,673,000, against
£6,819,000, a reduction of £147,000. Temporary
advances outstanding are reported at £470,891,000.

War bond sales last week through the banks totaled
£4,869,000, as against £5,311,000 the week before,
thus bringing the aggregate to £63,492,000. Sales
through the post offices during the week pre-
ceding aggregated £266,000, which makes a total
of £3,109,000, and the grand aggretate £66,-
601,000.

Official discount rates at leading European centres
continue to be quoted at 59%; in London, Paris,
Berlin, Vienna and Copenhagen; 5149, in Switzer-
land, 6% in Petrograd and Norway, 6149 in Sweden
and 4249 in Holland and Spain. In London the
private bank rate has not been changed from 3%4%
for sixty-day and ninety-day bills. Money on call
in London remains as heretofore at 314%. So
far as we have been able fo ascertain, no reports
have been received by cable of open market rates at
other centres.

Another decrease in gold—though merely a nomi-
nal one—was shown by the Bank of England state-
ment this week. In round numbers the amount was
£50,062. Total reserves were reduced £103,000, note
cireulation having increased £53,000, The propor-
tion of reserve to liabilities was slightly lower, namely,
20.109% as compared with 20.50%, a week ago and
18.609%, last year. Other changes were an expansion
of £3,297,000 in public deposits, a decrease of £1,-
146,000 in other deposits and & reduction of £94,000
in Government securities, Loans (other securities)
increased £2,398,000. Threadneedle Street’s stock
of gold on hand now stands at £85,523,570, which
compares with £62,633,046 in 1918, £55,076,420 the
year previous and £35,946,535 in 1914. Reserves
amount to £27,433,000, against £30,836,716 last
vear and £34,830,445 in 1917. Note circulation is
now £76,540,000. Last year the total was £50,-
246,290 and in 1917 £38,695,975. TLoans aggregate
£81,382,000, in comparison with £97,304,223 and
£116,610,607 one and two years ago, respectively.
Clearings through the London banks for the week
totaied £515,810,000, as compared with £489,050,000
last week. We append our usual tabular statement
of Bank of England figures:
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BANK OF ENGLAND'S COMPARATIVE STATEMENT.
1919, 1018. 1917, 1016, 1615,
Muay 21. May 22. Afay 23. My 24. May 20.
L £ f = £

Clroulation........ 70,540,000 50,246,330 38,005,075 34,743,300 32,047,200
Publle deposite. .. 206,104,000 38,433,060, 47,110,002 54,250,008 133,088,558
Other deposits 110,332,000 127,600,432 131,604,304 81,405,160 87,743,135
Governm't securitles 46,330,000 55,580,782 45,044,406 33,187,474 51,043,401
Other securities. ... 81,382,000 07,304,223 11%.,610,607 70.440,507 130,200,022
Hes'venotes & voln. 27,433,000 30,836,716 34,830,445 43,738,026 47,240,624
Coln and bulllon... 85,523,570 062,033,046 565,070,420 60,032,286 61,737 814
Fropurt'n of reserve

to labllitles. .
Bank rate......

Sl MN.10%

v &%

15,6095

19 459 21,509
5% 67

i i
5% o 3%

The Bank of France in its weekly statement re-
ports a further gain in its gold item, the increase
during the week being 527,085 francs. The Bank's
total gold holdings now aggregate 5,548,817,035
franes, comparing with 5,381,736,479 francs last
year and with 5,269,155,524 francs the year before;
of these amounts 1,978,278,425 francs were held
abroad in 1919, 2,037,108,484 francs in 1918 and
2,033,740,406 francs in 1917. Decreases, during the
week, occurred in all the other items, viz.: silver,
883,043 francs; bills discounted, 110,247,080 francs;
advances, 1,785,944 franecs; Treasury deposits, 4,-
437,153 franes; and general deposits, 108,425,673
francs. Note circulation registered a further con-
traction of 190,791,745 franes, bringing the total out-
gtanding down to 34,133,692,395 francs. In 1918
at this time, the amount of notes in circulation was
27,073,137,995 francs, while in 1917 it was 19,394 -
509,255 francs. In 1914, just prior to the outbreak
of war, the total outstanding was only 6,683,184,785
francs. Comparisons of the various items in this
week’s return with the statement of last week and
corresponding  dates in 1918 and 1917 are as
follows:

BANK OF FRANCE'B COMPARATIVE STATEMENT.
Chinges Stotus ax of:

o o,
Jor Week, May 23 1018, May 24 1917,
Gold Holdings— Frines. Francs. Franes.

In Franee. ... ....Ino. 527,085 3,344,627,004  3,235,415,117
Abroad No change 2,037,108 4584 2,0:83,740,406

Toll oI 627,085 6,381,736 A7H
Blltyer.c .- -..ooc Deo.  BR3,043 256,487 AT
Bills digcounted. .. Deo 110,247,050 THLT60,004  1,078,517,152
Advances « L7604 1,230,008,210 060,540,011
Nota olrculation . . . Dee 100,701,745 34,133,502 ,305 27,073,137.0056
Treasary deposlta. . Dee. 4,437,163 123,408,371 65,407 422
General depoalts. .. Dec 108 A26,67F 3,350,012,278  3,162,142,610

May 22 1019,
Franes.
3,670,638.010
1,078,278,425

5,648 817,045
A07 351,000

5,200,155,624
257,402,638
462,305,252
1,141,326,811
10,304,500 255
51,204,750
2,028,813,712

Changes were for the most part without special
gignificance in last week’s statement of New York
Clearing House members, issued on Saturday, and
the showing represented mainly routine operations.
About the most conspicuous feature was a decline of
over $54,000,000 in Government: deposits, thus prov-
ing that the Government had again been withdraw-

ing heavily from the banks. The loan item was re-
duced $8,032,000. Net demand deposits decreased
$2,963,000 to $4,118,964,000 (Government deposits
of $156,505,000 deducted), while net time deposits
declined $10,576,000 to $145,105,000. Cash in own
vaults (members of the ederal Reserve Bank) showed
a reduction of $1,830,000 to $97,557,000 (not counted
as reserve), although the reserves in the Reserve
Bank of member banks gained $14,448,000 to $570,-
929,000. A decline of $785,000 was shown in the re-
gerve in own vaults (State banks and frust com-
panies), to $12,000,000, and an inerease of $183,000
in reserves in other depositories (State banks and
trust companies) to $12,223,000. There was a gain
of $13,846,000 in the aggregate reserve, which brought
the total to $595,152,000, as against $531,504,000 in
the same week of 1918. Surplus was expanded
$14,594,830, there having been a small reduc-
tion in reserve requirements, and the fotal of
excess reserves now aggregates $49,717,820, in com-

parison with $46,199,5640 last year. The figures
here given are on the basis of 139 reserves for mem-
ber banks of the Federal system, but not including
cash in vault held by these banks, which amounted
last Saturday to $97,557,000. Circulation is now
$38,818,000, a contraction of $96,000. The bank
statement in mo re complete form will be found on a
later page of the “Chronicle.”

Notwithstanding the continued speculative activity
in stocks on the Exchange, amounting every day fto
more than 1,000,000 shares, and the further offerings
of securities, the local money market has remained
without important change. The range of rates for
call loans varied only slightly from last week and
roughly speaking was between 5 and 6%, on mixed
collateral and 6 to 6169 on all industrials. About
midweek there were reports of bids of 69 for time
money, whereas the highest for some weeks had been
534. At the higher quotation a moderate volume of
money was said to have been loaned. Lo the average
observer and speculator, the money market becomes
more puzzling every day. After the close of the Ex-
change early in the week it was reported that several
million dollars were left over, after all the require-
ments for the day had been filled, at the current
quotations, and that much larger amounts were
available at quotations ranging from 14 to %4 higher,
Naturally the question was raised as to the source
of all these funds, available for stock market purposes.
Naturally the continuance of what are spoken of
as rather high rates has attracted considerable sums
to this centre from interior points. A prominent
banker said vesterday afternoon that Chicago institu-
tions had sent more money to this centre to be loaned
than those of any other interior city. It would seem,
however, that the movement in this direction is not
likely to continue on the same scale very much longer.
There were definite reports yesterday of a sub-
stantial inerease in the demand for steel products of
many kinds. Judge Gary in an address before the
American Steel & Iron Institute indicated that he
confidently looked for expansion in practically every
important industry. As a matter of fact, he sug-
gested that the business of the country at the present
time is actually on a much larger seale than is gener-
ally realized. If his expectations are [ulfilled it would
seem reasonable to look for a material increase in
the demand for money outside of Wall Strect.

Referring to money rates in detail, loans on call
have covered a range this week of 314(@ 69, as against
ALs@71459 a week ago. On Monday 6% was the
high and ruling rate, and 5159, low. Tuesday there
was no range, 6% being the only rate quoted and the
level at which renewals were negotiated. There was
a decline to 5%, on Wednesday, though the high was
still at 69, and 5149 was the renewal basis. Thurs-
day renewals were again made at 5149, and this was
the high and low for the day. Friday's range was
34@59 and 59, the ruling figure. These figures
are for loans on mixed collateral, allindustrials being
still quoted 4 of 19, above. In time money the
market continues to mark time and dulness was the
most conspicugus characteristic of the week’s deal-
ings, A few trades were reported, but the volume of
business transacted was small. The rate for all
maturities from sixty days to six months hag not
been changed from 5149%. In the corresponding
week of 1018 6% was quoted for fixed-date funds
from sixty days to six months.
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Mercantile paper ruled steady but quiet and no
important trades in any direction were reported.
Sixty and ninety-days’ endorsed bills receivable and
gix months’ names of choice character are still quoted
at 51{@525%,; with names not so well known at
51595,

Banks’ and bankers’ acceptances have shown a
fair degree of activity, though transactions were not
large. Brokers claim that in the absence of any dis-
tinct relaxation in call rates no real broadening in the
demand for acceptances can be looked for. The un-
dertone was firm throughout and rates were with-
out quotable change. Demand loans on bankers’
acceptances remain as heretofore at 4149, Quota-

tions in detail are as follows:
Spot Delleery————  Dellrery
Ninety Glzry Thirty tedtliin
Days. Duays, Days. 30 Dags,
A4 @il AiGad A3 bid
Ellgible bills of non-member banls. A @45, 4Mi@EAY 1M @4 # %, hid
Inellgible bl LM @AM SM@4ls b @dg ¢ bid

No changes in rates, so far as our knowledge goes,
have been made the past week by the Iederal
Reserve banks, Prevailing rates for various classes
of paper at the different Reserve banks are shown
in fhe following:

DIBCOUNT RATES OF FEDERAL RESERVE BANKS.

Elgihle bills of member banka

CLASSES
aor
DISCOUNTS AND LOANS

New York.

£ 434
a3l 4y
'U-i|4!'i!
534|535

Disconiils— |
Within 16 days, Inel, member
banka® collateral notes. . | 4
16 to 60 days’ naturlty_ . _| 43¢
B1 k0 00 days' matiriby . .| 455
Agrienitural and llye-stock
paper over S0 daye....___| 8
Beegured by 17, B, certifleates
of Indebtedness or Lib
erty Loan bouds—
Within 15 daya, Iuolurllng:
member banks' collat-| i 4
4
16 to 00 daya' maturity. 4561 £3g] d1g| asg) 404|400 MK A0 444y
Trade Acceplances— | | | |
14 to 00 days" Iun!'.urlty--.i AM) 4145 485 Alsal 414 41 dlabl 4141 4 34] 438 -lgs ANa
01 to 00 daye’ maturity. . f4)ql d15) 41514340 dbgh435] atgl 4341 4350 4af( ¢ 1 i3

! Rates for dlscounted bankers' ncoeptances maturing within 15 days, 45
within 16 to 60 days, 414 %, and within 61 to 90 days, 4345,

! Rate of A% on pager secured by Fourth Liberty Loun bonds where DRper To-
Alscounted hus been taken by discounting member banks at rale not 6xcoeding
Intereat rato on bonds.

1 Four per cont on DAPEr fecured by Unlted States certitieates of Indehtedness,

4 Raute of 45 on paper secured by Fourth Liberty Loan bonds where piper redis-
counted bas been taken by discounting member banks at rate not expeedlog Interest

4 [dyla 4 14 |4 L 44

rate on honds; Also on paper secured by United Btates certifloates of Indobtednress,

@ Filteen days and under, 4309

Noto 1. Acceptunces purchased fu opon market, minlmum rate 49 .

Note 2. Rates oh pADer seeiired by War Finanee Corporatlon bonds, 19 highior
thun on commerelal paper of correnponding maturlties,

Noté 3. In ease the 80-day trade secoptanco rate s higher than the 15-day dis-
oount pate, trade sccoptances waturing within 16 days will be taken at the lower rate,

Note 4. Whenéver applieation 1s made by member banks for renewal of 15-day
paper, the Fodersl Reserve banks may aharge a rate not exceed{og that for 90y
paper of the game cliss,

Rated for commodity paper have heen merged with those for commerolal papes
ol eorresponding maturitics,

Distinet weakness has marked operations in the
sterling exchange market this week, and as a result
of the cessation of buying orders and a renewal of
selling on a liberal scale by seyeral large international
banking coneerns, quotations moved down to 4 6134
for demand, which compares with 4 6837, the high
point of a week ago. Later on Friday, however,
there was a partial recovery from the extreme low,
on covering of shorts. Prading was not at any time
especially active and fluctuations were by no means as
excited and errafic as thoge prevailling in French and
Italian exchange. Detailed inquiry in usually well
informed exchange circles failed to reveal any definite
trend of opinion as to what the next few weeks is
likely to bring forth. It is felt that with the con-
clusion of peace much of the prevailing uncertainty
and perplexity will be cleared away, though no at-
tempt is made to disguise the fact that the exchange
situation contains some elements of serious danger,
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and there are those who believe that matters are
fast getting beyond control and likely to present
almost insuperable obstacles before restoration to
anything like a normal basis can be accomplizhed.
As a result of these views banks are showing more
and more conservatism in the matter of discounting
foreign bills, which means that the market is not
receiving even its normal amount of support, and is
beginning to feel very keenly the gradual withdrawal
of the Treasury from exchange operations. Accord-
ing to the best information available, it would seem
that the Treasury’s power to make advances for the
financing of export trade to foreign countries is nearly
exhausted, while a recent estimate shows that the
favorable merchandise balance of the United States
i8. over $3,000,000,000 for the ten months of the
fiscal year, to which must be added $500,000,000
due on Government advances, 5200,000,000 for
interest due on other accounts and £600,000,000 on
securities expiring and requiring renewal. All this,
however, confirms the belief that just so soon as the
peace treaty has been signed some action will be
taken, either by the various Governments or private
interests, to correct present unfortunate conditions.
As regards quotations in greater detail, sterling
exchange on Saturday was a shade easier, with de-
mand fractionally lower at 4 6474@4 6514; cable
transfers, however, remained at 4 G6@4 6634 and
sixty days at 4 6235@4 6256. On Monday the
opening was steady but after the first hour, weak-
ness developed and declines to 4 6415@4 6514 for
demand, 4 6515@4 6614 for cable transfers and
4 61%4@4 6234 for sixty days were recorded. Sterl-
ing experienced a further substantial recession on
Tuesday, and as a result of heavy selling, demand
bills broke to 4 6134 @4 64, cable transfers to 4 6214
@4 65 and sixty days to 4 5874@4 6124. Wednes-
day’s dealings were marked by some irregularity, a
firm opening having been followed by weakness,
which earried rates to within a fraction of those of
the preceding day; the range was 4 5914@4 5975
for sixty days, 4 62@4 6234 for demand and 4 63@
4 6324 for cable transfers. Trading was less active
on Thursday and quotations were somewhat firmer;
demand ranged at 4 6214/@4 63, cable transfers at
4 6314@4 64, and sixty days at 4 5854@4 503%.
On Friday the market ruled firm and advances were
noted, as a result of buying by short interests, to
4 5975@4 6024 for sixty days, 4 6314@4 64 for
demand and 4 6415@4 65 for cable transfers: closing
quotations were 4 6034 for sixty days, 4 64 for de-
mand and 4 65 for cable transfers. Commercial sight
bills finished at 4 6234, sixty days at 4 61, ninety days
at. 4 59)4, documents for payment (sixty days)
at 4 60}5and seven-day grain billsat 4 6214, Cotton
and grain for payment closed at 4 6234, No gold
shipments were reported during the week.

In continental exchange the downward move-
ment which was in progress last week has confinued
without abatement and further spectacular declines
have been recorded in franes and lire. As a matter
of fact, much of the time a condition bordering upon
demoralization has attended dealings in exchange
on these centres. French exchange opened weak,
checks receding to 6 56 on Monday, against 6 40,
the previous close, then under the pressure of the
enormous volume of bills offered for sale, dropped
steadily until 6 74 was reached, no less than 64
points lower than the low record established in April
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1916 at one of the most critical stages of the war.
Lire followed about the same course, and a new low
level for the present movement of 8 74 was reached.
This is a fall of 66 points for the week, and is not far
from the extreme low figure touched in the fall of
1917, Just before the close some of these losses were
recovered on covering by shorts,and final quotations
were slightly above the lowest levels. The delay of
the German delegates in agreeing fo the peace
terms prescribed by the Allied nations has also
been a factor in the depression, having added a
new element of uncertainty, so that bankers who
have been ansiously awaiting announcement of
the settlement of a formal peace are now view-
ing the situation with some concern, though it
is still believed that Germany will ultimately recog-
nize that no other rational course is open to her
but to sign and as speedily as possible resume at
least a portion of her former frade relations-
ghips. Some consolation is derived from the per-
gistent rumors now in circulation that plans are
under discussion for the formation of a large export
eredit pool, in which a considerable number of banks
will participate for the purpose of furnishing exchange
along the lines followed in the $100,000,000 gold
pool of 1914, The idea would be to launch this
plan as soon as the present system of Treasury
advances is terminated and many influential finan-
ciers are now confidently looking for important
developments in the next week or two in the shape
of some form of stabilization of foreign exchange as
well as a scheme for the adequate financing of our
exports. Other market observers, however, ex-
press doubts as to whether anything of the sort can
can be successfully accomplished, since it is pointed
out that the present crash in European exchange
is nothing more or less than the inevitable financial
results of the unparalleled strain of a four years war
and the consequent derangement of all trade rela-
tions. The only certain remedy, it is argued, will
be a material incre se in exports from both France
and Ttaly and a lessening of imports. And this,
obviously, is something which only time can satis-
factorily bring about. Of course, when peace ac-
tually comes, the huge indemnities which Germany
and the other Central Powers will be compelled to
pay France, Italy and Great Britain, may prove
of some assistance in relieving the current acute
strain.

Among the news developments of the week was an
announcement, that hereafter the Ttalian National
Institute of Exchange will discontinue the monopoly
of the foreign exchange trade, which will be dealt with
by the banks and firms duly authorized, while the
Institute will supervise it in a general way in the
interest of the Italian Government, Late last week
a staternent was issued to the effect that a committee
of the Council on Foreign Relations had been formed
with the view of educating Americans in behalf of for-
eign securities, while it was further announced that
after a long period of Government control and sta-
bilization, exchange dealings in Indian rupees have
been released for open-market dealings and that the
British Government and the New York Federal Re-
serve Bank will no longer impose fixed rates.

Aside from the dealings in francs and lire, trading
was quiet and featureless. Russian affairs are still
in a state of flux. As regards German exchange,
word comes from the American Relief Administra-
tion that “‘a rate of 12.64 German marks per dollar

has been fixed with the German Finance Commis-
gion for transferring money to individuals in Ger-
many for relief purposes,” the new rate to hold good
during May. Other demand dollar exchange rates
which have been fixed and will apply until further
notice were: Poland, 10.5; Finland, 9.10; and Czecho-
Slovakia, 16.5. A dispateh from Vienna under date
of May 17 declares that an immense amount of gam=
bling in Austrian erowns is being carried on because
of the uncertainty at that centre as to whether the
St. Germain conference will result in arrangements
helpful to Austrian finance or whether it will mean
that the crown is to lose all its value. Before the
war Ausfrian crowns were worth 20 cents. Now they
are officially quoted at 4 cents for bank exchanges.
Within the Empire the situation is complicated by
Hungarian crowns, which are worth 10% less than
the stamped Austrian coins, while stamped Czech
crowns are worth almost twice as much as the Aus-
trian.

The official London cheek rates in Paris closed at
30.85, against 20.55 last week. In New York sight
bills on the French centre finished at 6 60, against
6 38; eable transfers at 6 58, against 6 36; commercial
sight bills at 6 61, against 6 39, and commercial gixty
days at 6 66, against 6 44 last week. Belgian francs,
which have moved in sympathy with French ex-
change, broke sharply and, after declining to 6 78
and 673, reacted and closed nt 672 for checks
and 670 for cable remittances. Lire finished at
8 62 for bankers’ sight bills and 8 60 for cable trans-
fers. Last week the close was 8 08 and 8 006, respec-
tively.

Neutral exchange has followed the course of the
other FHuropean markets, and while trading was
exceptionally dull, so much as to render quotations
largely nominal, further substantial recessions were
noted. Swiss francs were especially weak, while
Scandinavian rates were heavy, closing materially
lower, though on Friday a slight upward reaction
developed in sympathy with the other European
centres, and some of the losses were recovered.
Spanish pesetas and Amsterdam guilders ruled
easier, though variations were less conspicuous than
at other centres.

Bankers’ sight on Amsterdam closed at 39g,
against 3914; cable transfers at 3934, against 3934;
commercial sight at 39 5-16, against 39 7-16, and
commercial sixty days at 8834, against 394 in the
week preceding. Swiss franes finished at 5 11 for
bankers® sight bills and 5 09 for eable remittances,
which compares with 5 0314 and 5 last week. Co-
penhagan checks closed at 23.80 and cable transfers
at 24.00, against 24.20 and 24.50 a week ago. Checks
on Sweden finished at 25.30 and cable transfers
95.50, against 2570 and 25.90, while checks on
Norway, closed at 25.20 and cable transfers at
95.40, against 25.10 and 25.30 on Friday of the pre-
vious week, Spanish pesetas finished at 20,10
for checks and 20.18 for cable remittances. This
compares with 20.17 and 20.25 in the preceding
week.

As to South American quotations, changes were
unimportant and the rate for checks on Argentina
finished at 44,05 and eable transfers at 44 17 which
compares with 4414 and 441{ last week, For
Brazil the check rate closed at 2734 and cable re-
mittances at 2774, against 2714 and 2734 the week
befora. Chilian exchange has nof been changed
from 9 31-82 and Peru from 50.125@50.375.
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Far Eastern rates are as follows: Hong Kong,
83@83}4, against 84@8414; Shanghai, 123@12314,
against 126@12514; Yokohama, 5134{@52, against
5126@51%4; Manila, 50 (unchanged); Singapore,
5624 (unchanged); Bombay, 36 (unchanged) and
Calcutta (cables) 3614 (unchanged).

The New York Clearing House banks, in their oper-
ations with interior banking institutions, have gained
$7,249,000 net in cash as a result of the currency
movements for the week ending May 23. Their re-
ceipts from the interior hdve aggregated $10,147,000,
while the shipments have reached $2,808,000. Add-
ing the Sub-Treasury and Federal Reserve operations
and the gold exports, which together occasioned a
loss of $113,993,000, 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 $106,744,000, as
follows:

outof | Net Change tn
Banks, | Bank Holdings,

£10,147,000)  $2,808,000 Galn. $7,240,000
|

28,015,000] 143,008,000 Loas 113,993,000

$38,102,000] $144,900,000 Loes$106,744,000

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

Week ending May 23, Into
Hanks.

Banks' Interfor movement. ........
Bub-Treasury and Federnl Heserve
operatlons and gold exporta

May 231018,
Goid, |

Moy 22 1910, I
| God. | Stter. | 7vial,

& £

oy Innd"tﬁ'm“mo" 12,280 Dﬂtl'lgg.%? o0

noen. . 142,821,644 12,280, 01, 000,14:

.| 87,703,400 1,040,600, 85,833 6,018,250 123,204,450

+ - (120,150,000 12,376,000 142,028,000

Aus-Hun ¢ 11,600,000, 2,372,000 ] i 2,280,000 13,207,000

-l D0,444,000) 26,860,000 116,300,000, A 28,401,000 100,886,000

¥ooooo| 32,5600,0000 2,600,000 35,000,000 33,455, 3,108,000/ 36,860,000

Netherl'ds| 55,000,000 618,000 55,712,000, 60,16 ,oml 611,000 60,772,000

Nat.Bel.h| 15,350,008, 000, 15,080,000, 15,380,0000 600,000, 15,080,000
Swita'land| 17,220,000 2,860,000, 19,808,000 15,066,000/

Sweden...| 15,007,000 | 16,007,000] 14,321,000

Denmark | 10,374,000 1346,/ 10,510,000 10.230.000.

Norway..| 8,190,000 8,100,000 6,753,000

| 75 y ! 63,025,250 754,007,615

Tot. week 702,671,614 00,441,600 763,013,014 001,472,306/ 063,025,250 754,007,612

Prov.weeki702,382 480 60,653,500 763,035,080 000,301,686 63,863,2000754,224 585

o Giold holdings of the Dank of France thid year are exclusive of £70,131,1a7
held ahroad.

* No flgures reported since October 20 1817, :

¢ Flgurea for 1018 are those given by “Dritlsh Board of ‘Trade Journal' for Deg,
71017,

h August 4 1014 In both years,

of-
i s Stieer. | Total,

15,060,000
ool 1321000
136,000/ 107365000
ciemrans| 0,733,000

THE PRESIDENT'S MESSAGE.

I'rom the viewpoint of politieal tradition and
constitutional precedent, the Presidential message
of last Tuesday to the extra session of Congress is
doubtless chiefly remarkable as the first instance
in our history when such a document was sent by
a President while absent from Washington. But
the peculiar circumstances which have led to Mr.
Wilson's long absence from the United States divert
attention from this consideration, and public in-
tevest in the message naturally converged before-
hand on the question, how and in what spirit My,
Wilson would deal with the many pressing problems
of the day.

The message does not touch on the League of
Nations, except for very general remarks on the
importance of that question and for the statement
that it would be premature to discuss the treaties
involyed, before they should have been completely
formulated, Nor does the President deal, except
in general terms, with the large questions of economic
reconstruction. Suggestions are made regarding
reduction of the war tixes; but these recommenda-
tions, too, are mostly of a general character. Specifi-
cally, although opposing protective tariff legisla-
lation of any general and comprehensive scope,
on the ground that the relative position of our

hitized for FRASER

own and foreign manufactures has changed during
the war, the President does endorse the policy of
safeguarding the dyestuff and chemical industry
which has grown up during the war, and admits
that the power for retaliatory action, in case of
hostile tariffs imposed against us by a foreign
Government, may become necessary.

Even these considerations are more in the nature
of general policy than of concrete proposals. The
same must be said of Mr. Wilson’s undoubtedly
vague discussion of the probable necessity for labor
legislation; as to which it must be admitted that
the President, does little more than to excite euriosity
(tempered possibly with a little apprehension) as
to just how the purposes which he outlines are
actually to be achieved,

It would perhaps be unfair to say that the message
in these regards is disappointing. Vagueness in the
discussion of matters, which were bound to be largely
determined by public opinion not yet adequately
manifested, was inevitable from the fact of Mr.
Wilson's long sojourn in a foreign country, with his
mind absorbed in wholly different considerations.
It may be said, in fact, that in many of these pas-
sages, the President has shown great political adroit-
ness. For the document is ealm and conciliatory
in tone; it contains nothing of defiance of the an-
nounced or rumored purposes of the opposition, and,
on the other hand, it is far from the “radical” or
“imflammatory” document which some of his op=
ponents had predicted. How skilfully this task of
avoiding the extremes has been handled is shown by
the rather general comment of opposition Congress-
men that the President has largely appropriated to
himself their own program.

On three questions the President speaks definitely
and positively—on the Woman Suffrage Amendment,
on the partial revocation of “wartime prohibition
legislation,” which will otherwise go into effect
July 1, and on the return of the railways and wire
service to their owners. A national Woman Suffrage
Amendment is unqualifiedly advocated. This is a
position on which Mr. Wilson has changed his
ground, though no more so than most of our public
men. The argument now invoked by him is only
the argument that other nations have adopted
national laws for woman suffrage. Nothing is said
of the counter-argument, which was supposed to
enjoy some considerable force from our constitutional
traditions, that this is a matter for legislation by
the separate States, each for itself. But the recom-
mendation seems on its face likely to be adopted;
for the House of Representatives has already voted
by 804 to 89, or much more than the required two-
thirds majority, to submit such an amendment,
whereas the House vote on the same proposal in
January of 1918 was only 274 to 136. This is one
of the questions in which the experiences of the war
have stimulated the impulse to sweeping and rapid
national action,

Of the “removal of the ban on wines and beer'’
(which has no bearing on the Constitutional amend-
ment that goes into force next January), the Presi-
dent intimates that his power to take this step
by Executive order, as permitted under certain con-
ditions in the statute, is not clear. He therefore
asks Congress to take action, in the way of amend-
ment or repeal, which will recognize that, with the
war-time considerations which were the reason for
the statute now at an end, the law itself has outlived
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its legitimate purposes. This point the President
does not argue; he merely states the case. Yet his
position is at least sound and logical, quite apart
from the general question of prohibition. As it
stands, the Act which forbids after July 1 the sale
of alcoholic beverages was avowedly a measure of
temporary expediency. It made no pretense of
being passed in the moral interests of prohibition,
but was merely a “rider” to the Food Conservation
bill; ostensibly enacted to increase efficiency in the
production of arms, munitions, ships, food and
glothing for the army and navy. Every one knows
that, with our army now two-thirds demobilized
and war-time production for military purposes atb
an end, the purpose and reason for this special pro-
vision for prohibition have ceased to exist; and that
meantime the Government in its immediate physical
plang is handicapped by the immense loss of exicse
revenue which the enforcement of the provision
would cause during the last half of 1910. Whether
Congress will have the courage to meet this question
as it logically should be met is unfortunately a
debatable question.

No one could doubt, in the light of recent experi-
ence, that the President would advise the early
return of the wire systems to their owners. He
merely reserves the question of time and details
until the matter of legislation to protect the com-
panies can be further considered. Regarding the
railways, his position is distinct and seems to prom-
jse tangible results. Mr. Wilson merely states
that “the railroads will be handed over to their
owners at the end of the calendar year.)” This
means, first, the abandonment of the Railway
Administration’s argument for a five-year extension

of Federal control beyond the twenty-one months
after proclamation of peace which the present law

permits. But it also, when taken along with Mr.
Wilson’s statements in last December’s message,
regarding the great inadvisability of returning the
roads to their owners without fresh legislation on
the railway question, means very clearly that he
will insist on legislation by Congress on this question
during the next seven months.

The thing is not impracticable; it has been de-
clared easily possible by the very Congressional
leaders in whose hands the matter rests, It calls
up the precedent of the Federal Reserve legislation,
which, with all the division of opinion which sur-
rounded it, was passed in 1913 after eight weeks in
the House committee, ten weeks in the Senate com-
mittee and four in the subsequent final discussion
—g total of 22 weeks, where 32 weeks remain of the
present calendar year. In the case of railway legis-
lation, we believe that the Congressional committees
have taken up in earnest the task of considering and
preparing the necessary statute, Congress may be
disposed to proeragtinate in this as in other matters,
having in view the impending Presidential election
of 1920. But public sentiment for return of the
roads is overwhelming, though with clear recogni-
tion of the fact that fresh legislation is necessary first;
and the facts and principles which must underlie such
legislation have been thoroughly discussed. The
President’s attitude amounts, therefore, virtually
tojthe naming of a time limit which Congress can
hardly ignore without arousing the indignation of
the country at the statesmen or party responsible
for such inaction, and running the risk of the political
consgequences.

OBJECTIONS TO GOVERNMENT GUARANTEE
IN RETURNING THE RAILROADS T0O
THEIR OWNERS.

Senator Cummins of Iowa, who is expected to
head the Inter-State Commerce Committee in this
Congress, has outlined what seem to him the proper
plans for dealing with the railroad situation, and we
quoted from his remarks at length in our issue of last
Saturday, pages 1989 and 1990. He would group the
roads in, say, fifteen or twenty systems, not on what
is called the regional plan, but associating strong lines
and weak ones so that the latter could live without
permitting the former to live too abundantly. The
operation should be by private corporations, organ-
ized under Federal law; and there should bea Govern-
ment guaranty of some fixed minimum of earnings,
say of 49, or 4149, on the valuation.

In this proposition as sketched, Senator Cummins
follows with sufficient closeness the plan of the
Association of Owners in one particular, varies from
that somewhat (but not irreconcilably) in another,
and goes directly counter to it in another and the
most positive particular. Grouping into systems 18
substantially the Association’s plan, and in urging on
behalf of it that rates which would starve a weak
voad might enable a strong one in the same territory
to wax fat beyond public endurance the Senator uses
almost the same language as Mr. Warfield and M.
Root have used. It is, therefore, only by some form
of pooling that uniformity of rates for like service can
exist in any region or territory, and it is not con-
clusive against this pooling to say that it is a depar-,
ture from all past real or professed reliance upon
competition to keep matters equitable and also a
departure from the theory of our most unhappy
efforts at regulation which have brought us to the
dilemma that now confronts us. On the other hand,
without going into a discussion of it at present, Mr.
Cummins’s plan of a number of corporations is at
variance with the Association plan of a single one;
furthermore, the disposition of net earnings suggested
by him is different.

So far, the Cummins plan may be deemed not fm-
possible of reconciling with the Association’s; but
when he proposes a Government guaranty he turns
to a hopeless divergence. If, for a moment, we put
all plans out of mind and ask what stands in the way
of returning these roads to their owners and thus
restoring the situation of, say, eighteen months ago,
the answer is most clearly reached by using the
“Chronicle’s’” paraphrase of what has been done by
the seizure; Government, as the major power and
acting in an asserted emergency, seized n going and
private industrial plant, not for condemnation and
purchase at market value under the right of eminent
domain, but for oceupancy and rental; it turned the
owners off the premises, promising return of the
property at an indefinite date, and meanwhile a
rental to be ascertained as soon as might be. But it
forthwith proceeded to “make alterations,” of which
the most serious was a succession of increases in the
wage of the employees; it practically assumed power
to write its own rental terms, and was very tardy
about doing even that. In short, it has changed the
conditions, disorganized the®plant, and has gone so
far that return of the property unimpaired (according
to the pledge of the seizure law) is impossible without
compensation; damage has been wrought which must
be paid for, and in some manner the old working
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conditions or their equivalent substitute must be
provided. To put it in one sentence, Government
has damaged this great private property, and the
same whether the seizure be deemed avoidable or un-
avoidable; compensation must, therefore, be made
for the past, and the pledge must be carried out, if
national honor and national safety are to be main-
tained. Upon so much we might all agree; but does
it involve, and is it inseparably bound up with, any
“euaranty’’ for the future?

Emphatically not. In the nature of things, an
honest fulfilment of the pledge to return unimpaired
goes no farther than to compensate for theinjury and
the changes wrought and to restore, as far as humanly
possible, the operating machinery as it was found
when the seizure was made; it does not: even imply
any guaranty for the future (except to refrain from
meddling anew) and there is no more reason why
transportation should receive an assurance of a
minimum return than every other industry should—
agriculture, for example, and the unfortunate pledge
already given to one important part of that industry
should be allowed to stand solitary as a warning.

With a guaranty is also involved Government
operation prolonged and an irresistible pressure
toward Government ownership. Mr. Warfield and
Mr. Root have spoken out upon this, and their posi-
tion is positively incontrovertible; the guaranty
means the death of incentive to efficiency and would
be practically equivalent to putting a barrier in the
way of the return pledge, since return of private
property to the owners and a condition which goes
straight towards extinguishing that ownership are
incompatible and mutually destructive. Here is one
parting of the ways, and this must be distinetly
understood, lest the country begin by an irreparable
blunder.

Moreover, a guaranteed specific rate of return upon
something is a mere figment of speech until that
something i brought to a fixed statement of amount
in: dollars; therefore a valuation somehow is a sine
qua non. What will happen while that old “physieal
valuation” is finishing, and where does that stand
now? Senator Cummins says it is about 909, done
and that the Commission “has decided many of
the difficult questions that must be settled in order
to fix the principles that, when applied to the inven-
tory, will enable a determination of the actual value.”
But if the most preliminary of those difficult questions
(namely, swhat “the” value is and what are its con-
stituting factors) has been decided the country has
not heard of it; and, without going again over the
points which make the attempted valuation a finan-
cial impossibility, we recall a single one of those the
“Chronicle’ stated, several years ago: the most
expert judges of real estate, which is a simple subject
compared with the intricacies in railroad property,
neyver pretended their estimates to be more than
approximate guesses, and those guesses keep chang-
ing; before the last of guessings at the value of rail-
road properties can possibly be finished the earlier
ones will be some years old (as is shown in the
arficle which we reproduce to-day on page 2089
from the “Railway Age”), so of what conceivable
seryice can & scheme of difficult and country-wide
estimates be when the results keep changing during
the years before the last of them can be reached?
George Stephenson laid a supporting skin over Chat
Moss for the Liverpool and Manchester road , and,
to the dismay of his directors, it kept sinking so that

apparently the whole must be filled solid to the
bottom; he remained confident, and he proved right,
for the sinking process reached its climax and stopped,
but this shifting and “sinking” of values in railroad
property would be perpetual, so far as foresight can
o,

About 609 of railway value is represented by
bonds, and the other 40%, by stock, according to the
Cummins review of the case; when the valuing is all
done if the face of the bonds of any road is found
beyond “actual value,” then the bonds would be
required to be scaled down, and on this obtained
amount, perhaps 4%, would be assured; “in the read-
justment bonds drawing a higher rate than 49 would
be exchangeable for the new 4s on a basis that would
equalize matters without depriving the hond owner
of any of his interest; he would get a larger sum in
4% bonds than he had previously held in the 5s.”
And g0 on; this is a little of a visionary scheme for
“equalizing” claims of creditors and satisfying persons
who can never be satisfied by any scheme impoged
upon them in respect to contracts already made.
Mr. Untermyer, eight months ago, expressed some
notions about a similar composition with creditors by
giving them less in measure but more in substance.
He supposed that ‘4f a high-class 49 railroad bond
normally sells at 90 a long-term Government bond or
guaranty at 2149 should under peace conditions
have an equal value;’ and as to owners in the least
prosperous roads he imagined their compensation
might be adjusted by combining both the elements
of investment and return, and “whatever the result
they also could be compensated by Government,
guarantees equivalent to a return on whatever is
found to be the selling or condemnation value.” Mr.
Untermyer, as our readers know, not only findsno
prospective terrors in Government ownership, but
frankly admits that he has long been an advocate of it
as the haven of peace after all our desert march.

No; all this speculating over Governmental guaran-
tees and adjustments and compensations, by scaling
down excesses (the old notion of squeezing out the
“water” which it was the unconcealed object of the
valuation scheme itself to discover) is unrealizable in
practice; it is a mere piece of dreaming. The more
it is indulged the farther we drift from solid ground,
It should be dismissed forthwith and finally, for what
we say we are undertaking is to get Government out,
not to take up vagaries which will drag it farther in.

Admitting that his absence leaves him imperfeetly
acquainted with conditions at home, the President
now says in his cabled message that “the railroads
will be returned to their owners at the end of the
calendar year.” Here “will” is not certainly the
same as “shall,” and the remark may be taken as
expectation rather than promise or menace; yet he
seems to leave the subject with Congress, as when
he departed, as being for Congress to dispose of. It
is the business of Congress, clearly, but of the
country also, and its importance cannot be overesti-
mated in deciding the public policies of the next
decade at the very least. Muech has been gained, in
the last few months, in respect to sericusness of con-
sideration, and we may confidently expect that not
many Congressmen will be found who know all about
this problem and will be obstinately insistent on their
own plan, It will be wisest to begin by eliminating
the wildest of the propositions and to bring together
the soundest and most experienced railway and busi-
ness men to the aid of Congress in reaching the
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simplest, most just, surest and most clearly final
method.

PRINCIPLES THAT UNDERLIE A BUDGET
SYSTEM.

The determination to create a National Budget, as
evidenced by the introduection of several bills in Con-
gress for that purpose, is taking a step in the right
direction. The need has long been acknowledged
and it is now more imperative than ever. As
asserted, we have grown accustomed during the war
to expend prodigal sums with little regard to their
means of payment. Excuse must be made for fhe
peculiar urgency, but it ought to be possible now to
take a striet business view of income and oufgo and
start fresh upon a definite plan. There is much to
be done, however, in the realm of policy before the
machinery of any budget plan can become effective.
And in this, unless it has become an obsolete docu-
ment, a chart dimmed over by time, the Constitution
offers a safe guide. Above all things the purposes of
government must be strictly defined before limitation
can be set on expendifures.

If we are to proceed upon the assumption that
government is to do the business of the country, we
open an ever-widening field for expenses. By the
game token, we will be compelled to set aside funds
for the deterioration of the plant, the cost of upkeep,
with a margin for the “turnover” and the varying
cost of the “overhead.” We have instances in
abundance—the billion dollars to maintain price-
fixing in wheat, the revolving fund occasioned by
control of the railways, together with the enormous
and unparalleled increase in wage-costs of operation,
the expenses incident to the maintenance of a League
of Nations charged, more or less, with active efforts to
keep the peace of the world, maintain the integrity
of present national boundaries, the continuing costs of
a new venture in life insurance, and the pay of com-
missions and boards more or less in process of aban-
donment, The cost of running the business of the
government must, from year to year, be approxi-
mately known, and cannot be, unless by & strict in-
terpretation by means of the Constitution’s defini-
tion of the province of a republican representative
gystem.

Feonomy, therefore, takes on a wider scope than
that in management—it must first look fo causes—
and the Budget must have a fixed basis of general
policy on which to rest. There is no good reason
why these lines should not now be definitively drawn.
All emergency demands in the true sense are over.
We can return to our former estate by rigidly cutfing
off all the excrescences of war. We can begin with
matter and advance to method. Following this, we
must take a renewed survey of our resources. We
have grown into the habit of regarding them as
unlimited. Figures like two hundred and fifty bil-
lions of assets and fifty billions of annual income haye
grown into common acceptance—with very scant
analysis. Hven when we accept this valuafion of
the nation’s resources, there is no attempt to realize
what proportion of this enormous valuation is income
producing and what not. No just and equitable
gystem of taxation can be laid unless predicated upon
precise knowledge (especially when active business
must in the main pay the bill), and until by broad
divisions the earning rate of agriculture, manufac-
ture and transportation, is determined. Otherwise
taxation must serve to inerease inequality.
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We perceive, if this be true, that the co-ordination
of demands made by independent departments an
bureaus coming to the cousideration of widely
separated commitfees of Congress, even when
warped into unity and precision, is but a part,
necessary though it be, of the problem. The causes
of the demands must be limited, and the ability of a
reasonable and equitable tax system to meet them
must be determined by an invoice of assets and an
appraisement of earning rate. For this there is no
other guide or better than the Constitution which
defines the nature and purpose of government and to
which for light and leading we must return. And in
doing this we must come to know that no policies not
declared may be indulged in, though they seem to
invite progress and pesce,

Having then by this process determiend our re-
sources and ability to maintain a certain form and
function of government, we are prepared to enter
upon the important task of constructing a system of
taxation. Here known principles are evident, No
tax is just that penalizes the growth and spread of the
very commercial or business activity which gustaing
or paysit. No tax is equitable that recognizes classes
and attempts to discriminate between them. No
tax is fair that is laid upon capital without labor, or
upon labor without capital. No fax, though it seem
expedient, can be rightly laid in concealment or be
determined by the kind, volume, or activity of busi-
ness—the fallow acre must pay for its protection by
government as well as the strong arm of labor, and
if income be a basis the unearned and earned must
relatively fare alike,

No perfect tax law can be devised. But a Budget
is primarily dependent upon a tax system that will
not by its injustices and vagaries imperil the sources
of national inecome or disarrange the ultimate aver-
ages of the conduet of the various divisions of the
business life. Once income hy these steps is approxi-
mated the amounts of expenditure may be deter-
mined—and when so determined tend to keep the
income upon an even keel. The whole is a task for
deep insight, broad vision, highest statesmanship,
and an absence of every vestige of partisanship. The
time to begin is now, for an enormous debt has been
incurred which must be paid and which bears heavily
upon industry and toil not only because honor re-
quires payment, but because any increase in the taxes
is an increase of the “power to destroy.” Let us by
all means have the Budget based on a Constitutional
interpretation of the uses and functions of govern-
ment.

THE DIFFICULT PROBLEM OF IMMIGRATION
LAWS. '

He is & bold thinker who undertakes now to settle
with confident decision many of the problems that
loom before us in the immediate future. One of
these problems is immigration, A writer in the
“Spturday Fvening Post,” Mr. Emerson Hough,
tells us we are and hayve been living in “‘a Iool's
Paradise.” He has had access to the investigations
made during the war by the American Protective
League, “amateur auxiliary of the Department of
Justice, numbered (ing) some 250,000 loyal Ameri-
cans, who took an oath of loyalty to the flag in
conneetion with their duties of investigating German
espionage and propaganda in this country.” In
thie article the writer surveys broadly the whole
foreign population question, He is a vehement




pit

May 24 1919.]

THE CHRONICLE

2075

advocate of his beliefs, is muech in earnest, is alarmeds
and his conclusions are at least disquieting.

Expressing his own feelings, induced by the
evidence that has been before him, he says: “Shall
one claim comforting conclusions after such an
extraordinary experience as that known by espionage
investigators during the war? 1 do not see how
anyone possibly could do so. I af least was ready
to voice approval of what the detective thought!
(that revolution impends) “of any trouble ahead in
the country. I at least would be hard to quiet
with the old claptrap about our assimilation of the
foreign born and their swift making into American
citizens. I at least don't want to hear any more
melting-pot rot. I don't want to see any more
photographs of Liberty enlightening the world.
If you think we are one people, united and loyal, you are
migtaken on the face of this war-espionagerecord.”

Again he says, still baging his conclusions on the
reports of the American Protective League; “This
15 no longer America, we have not assimilated these
foreigners. They care little for this country's
institutions. They are here for what they can
get out of our drunken potlatch. All this talk about
liberty and freedom and democracy is something
about which they have mighty litle actual concern.
Hundreds of thousands of them were more or less
actively disloyal to this country during the war.
There was enough of the ald America still in the
saddle to keep® them in line)” Now it must be
remembered in appraising this statement that the
activities of this A, P, L. were especially directed
toward the attitude and nction of so-called German-
Americans, and that the investigations were made
during a state of war,

The writer reaches this conclusion: “We ought to
deport some hundreds of thousands of alleged
Americans this day. We ought fo suppress with
absolute sternness a million, two million, of less
openly offensive {raitors who would still remain.
We ought to put up the bars absolutely for anymore
European immigration—for how many years? A
bill in Congress timidly suggests four years. A
bolder man in these columns has suggested ten
years. Pure biological common sense, taking into
consideration the fact that it takes always two and
gometimes more than two generations to make an
American, would dictate that the term of practically
complete restrietion should be practically a genera-
tion of human life,” We have room for a short
consideration of these statements and conclusions,
but, first, 18 this view as a whole partial or impartial ?

There are in the United States, the writer says,
about 14,500,000 foreign born. He takes up the
census charts and statistics and shows the growth
of this elemenf of our population and its changing
percentages in past years, Scandinaviang, Germans,
Italinns, Irish, and other. He does not helieve, had
a war been directed against another nation than
Germany, there would have been found implanted
so wholesale a spy system. There are two important
questions that leap at us at this point, how muech of
the stirring of this whole alien population was due
to the existence of war, and did the war serve to draw
to the surface an underfeeling of antagonism fo this
country by all these races? We do not enter a
consideration of this question unbiased unless we
compare the actual feelings of the foreign born before
the war with those held during the war, if it be
possible to ascertain them,
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The question of what to do with the present foreign
born is separate and apart from the question of
shutting the gates for a generation on all immigrants
from Europe. Those here now have been stirred by
the complicated questions of an international war
fought mainly on the fields of Burope. The very
educational processes of assimilation have been
impeded. Our own nation, thought to be free for-
ever from these embroilments, was drawn into the
conflict. By virtue of that entrance our institutions
were visibly changed as well as our hereditary policies.
Even granting a preponderating loyalty of the
foreign born, outside of Germans, has the time not
been fruitful for bewilderment and unrest, and must
not allowance be made for conditions in drawing con-
clusions as to the inherent danger in the foreign born
we have? The dregs of society and citizenship
settle to the bottom, just as light winds of change
dissipate the froth on top. But when the liquid of
Americanism is stirred the dregs may make it tem-
porarily cloudy.

But be this danger from within what it may, be
the necessity of more stringent curbing laws what it
may, be the process in ferment or in slow settlement,
future immigration is not settled thereby and the
question broadens immeasurably beyond conclusions
drawn either from the number, character, activities,
or intentions of the foreign born we already have.
Immigration cannot be separated from emigration.
How ean liberty and democracy be established in the
earth if immigration laws are to fence in the races?
How can foreign trade circle the earth with its benign
influences if capital is to be free (if it is) to invade
any territory, but men are not? We are sending our
banks into foreign countries, do we ask, by our own
prohibitions, that our citizens be excluded? Owver-
seas, as we read every day, a ‘“Council of Five” is
setting the boundaries of new and old States, that
according to the announced provisions of the League
of Nations we are bound to protect in their integrity
on pain of being expelled from the League.

Is it respect to the inalienable rights of man the
world over that populations with age-old racial
antagonismg be thus shifted about, and when so
placed shall be imprisoned there for a generation
by immigration exclusion laws—for is it not as fair
i a world truly demoeratized for one State to make
these laws as another, to say nothing of the tendeney
to reprisal?  And, if the light in the torch of “Liber-
ty’" is to be put out, if we refuse to let the subjects
and citizens of these new (as well as old) States come
to our shores to drink of the fountains of pure life
and government, are we warranted in going over
there to help build the walls of their boundaries?

How does self-determination of peoples comport
with fixed boundaries and immigration exclusion
laws? The Pacific slope does not want to be in-
undated by hordes from the East, and the Atlantic
seaboard, where manufacture is extensive, is awaking
to the possibilities of a flood of cheap labor from
Burope upon the wages of the American working-
man, and we all want goodwill to encirele the earth
and peace to dwell forever in every land.

Undoubtedly we shall have a new immigration
law of some sort. But to mortally fear that 14,-
500,000 foreign born, supposing that all are tainted
with undesirability, will overthrow our Goyernment,
our society, our institutions, but to have no fear
(if such is the case) of mixing in European State
settlements in which race antagonisms and ignor-
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ances are innate and well nigh perpetual seems an
anomaly. A letter to one of the papers differentiates
between Japan’s contention for racial equality and
Japan’s own attitude on immigration and shows that
it has quite severe laws in its own behalf. Mr.
Hough thinks we have only “half a loaf’’ left to
distribute. = He believes Bolshevism may grow
through lack of obstruetion. He wants us to “clean
house.” And well we may! But, are we not in
conflict with ourselves when we take the whole
world to our bosom in idealism, and sternly shut it
out in realism? Certainly we do not want the floods
of poverty, despair, hatred and revenge to descend
upon us. We do not want to be ““crowded off the
sidewalk’ forever by those who are willful and
drunken with a new liberty they believe is license.
One refuses to think what a social and politieal
plague spot New York City might become if its half
million, or million, historic and all-American popu-
lation is again to be submerged under a deluge of
aliens that “know mnothing,” sweeping in without
diserimination or limit. But the question of proper
laws and safeguards we must repeat is not easily
gettled, and, as it seems to us, is more than ever
complicated not only by the effects and conditions
of war, and the terms of peace, but by the prior
attitude of the United States toward Europe and the
world.

STRIKERS IN WINNIPEG APPLYING THE
METHODS OF THE RUSSIAN SOVIET.
Ottawa, Canada, May 23 1919.

The City of Winnipeg which Canadians regarded
as much more conservative than Vancouver or
Calgary has provided our first example of the munici-
pal Soviet. Although the “Strike Committee,”
headed by a radical preacher, denies any conseious
resemblance to Russian political method, yet the
fact remains that motor cars run, restaurants oper-
ate, trains move solely by permission of the strikers’
executive. Limousines and other large pleasure cars
have been “abolished” by the virtual “Soviet’” as
being an offense to the strikers’ cause. Mayor
and Couneil are stripped of authority, firemen and
policemen accept the dictation of the “Workers’
Council,” postal clerks, street railwaymen, water-
works employees have joined hands in the common
aim to have the principle of collective bargaining
through labor unions recognized, wages raised and
hours cut., Some grades of the metal workers
refuse to return to their jobs without a guaranteed
wage of ten dollars a day. The most picturesque
piece of dictation was to close all newspaper offices
and cub off all telegraphic and telephonic communi-
cation except in cases of death or sickness.

The Dominion Government has allowed matters
to simmer for the first week, realizing that with
35,000 men and women on strike, petty measures
of arbitration or the employment of force would be
of no avail, Thousands of returned soldiers to
Winnipeg, nominally sympathetic towards the strik-
ers, have nevertheless announced that the first sign
of the promised Bolshevism will find them solidly
for law and order. Organized military units with
companies of the Mounted Police are in and near
Winnipeg, military preparations being supplemented
by a citizen body of six thousand men pledged to
assemble at the first sign of anarchy.

Winnipeg’s industrial submission under the ecir~
cumstances is absolute. Employers protest the
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strikers’ right to dominate the main details of their
business: and by high wages to drive their products
off the market. The most alarming possibility
just now 18 the declared intention of the railway
brotherhoods to stop all transcontinental traffic
in Canada until the “Workers’ Couneil” obtains its
demands in full, Upon the success of the Winnipeg
effort to enthrone the working “proletariat” as in-
dustrial governors, other general strikes in Canadian
cities unquestionably depend.

CANADA SEEKING TO DEVELOP HOME
PRODUCTION.
Ottawa, Canada, May 23 1919,

Studying the possibilities of antidoting part of
Canada’s import trade by home manufactures, one
encounters encouraging evidence that in the next
decade the strides in domestic development will
give import figures a less gloomy appeal. Canada’s
imports for the last fiscal year totaled over $916,-
000,000, of which iron and steel imports comprised
over $161,000,000. The latter will certainly be
affected by the location of a subsidiary plant of the
United States Steel Corporation at Ojibway, On-
tario, which will continue to use American ore and
coal. The formation of the Lake Huron Steel Cor-
poration, with American capital, is another sign
of a modification of import values. Canada like-
wise uses over $26,000,000 worth of anthracite coal
and $44,000,000 worth of bituminous coal, chiefly
for Central Canadan industries. The only possible
substitute for this lies in the development of the
St. Lawrence River water powers. Wool ranks
fourth among imports with an annual value of $40,-
000,000, a figure influenced by the fact that the
total Canadian wool clip is sold in the United States
and much of it re-imported. Wool production is
now engaging the attention of many provincial
governments and with excellent success. Imports
of sugar and molasses rank fifth, being valued at
over $39,000,000. Very little has been accom-
plished by sugar beet growing in Canada to affect
these figures materially.

@aeeent Eoents and iscussions

CONTINUED OFFERING OF BRITISH TREASURY
BILLS.

The usual offering of ninety-day British Treasury bills
was disposed of this week by J. P. Morgan & Co. on a dis-
count busis of 5149, the rate recently prevailing. The
bills are dated Monday, May 19,

NEW CREDITS T0O ALLIES.

Two credits were established by the Treasury Department
during the past weele in favor of Belgium—tha first for
$1,390,000 on May 16 and the other yesterday (May 23),
amounting to $1,000,000, making the total eredits to Bel-
prinm $341,500,000; on the 16th also a eredit of £80,000,000
was announced in favor of Great Britain, increasing its
borrowings to $4,516,000,000; yesterday an additional eredit
of §9,000,000 was granted Czecho-Slovakia, bringing the
total amount eredited to it up to £50,330,000. The total
eredits established in favor of all the Allies is now $9,330,«
219,124,

REMOVAL OF RESTRICTIONS AFFRECTING FOREIGN
EXCHANGE DEALINGS WITH ITALY,
The following announcement was made on May 18 by the
Italinn National Institute of Exchange in this city:

From to-day the Itallan National Institute of Exchange will discontinue
the monopoly of the forelgn exchange trade, which will be dealt with by the
banks and the firms duly authorized, while the Institute will supervise
it In a general woay In the Interest of tha Itallan Government.
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RATE OF 12.64 FOR GERMAN MARKS ACCOUNT OF
MONEY TRANSFERRED FOR RELIER.
Announcement that a rate of 12.64 German marks per
dollar has been fixed with the German Finance Commission
for transferring money to individuals in Germany was
made as follows at the office of the American Relief Ad-

ministration, 115 Broadway, on May 16:

The American Rollef Administration has received word from Director-
General Herberty Hoover, in Paris, that s rate of 12.64 German marks per
dollar hias been fixed with the German Finance Conunisslon, for transferring
proney to individuals In Germany for rellef purposes,

At the offices of the Adminlsteation, 115 Broadway, 1t was stated that this
would hold good during the month of May. It was also stated that thera
has apparently boen a misuoderstanding in regoned to th sending of
money to Germany, many German Amoricans here belleving that the
Adminlstration wonld aceept small shipments of food for individoals.

Transporting food In small packages is most uneconomical slnece tho
paclcages taka up o disproportionate amount of shipping space and shipping
space Is valuable, the freight charges are excessive as compared with bullke
shipmonts, and the amount of rellef supplies that can be purchased with a
glyon amount of money must necessarily be smallér when purchased In
comparatively sotall gquantities. The Administration handles only thae
transfer of foods to individuals and German marks are paid out to the
friends and relatives of the remitters, who are at liberty to use these funds
ns they seo fit and It §s pointed out by Amerlcan Rullef Administration
officials that the depréclation of the German mark makes it possible to
convert ond American dollar into more than thrée times as many marlks
as bafors the war,

Thus the payes In Germany ean make the American dollar go very much
further when conyverted into German marks than i the Awerlcan dollar
was used here for purchase of food at retall for teanspotrt abroad.

At the rate fixed the mark 18 worth mpproximately elght cents which
compuares with the normal par rate of twenpy-three cants per mark.

The American Relief Administration also announced that
the following demand exchange rates had been fixed and

would apply until further notice:

PolAN e e R et s s A e a A e e amwes L0 JOARIEY Do dollar,
FIndIand oo e mcicmcninncnccenacemeesmeeaeea 5.3 marks per dollar:
Ozecho-Slovakin. - caacaocae oo S A ~--16.5 marks per dollar.

SENATOR ROBERT L. OWEN URGES LOWER RATE OF
INTEREST O COMMERCIAL TRANSACTIONS.

A lower rate of interest by banks in the case of self liquidat-
ing transactions, in order to stimulate industrial acfivity,
was advocated by Senator Robert L. Owen, Chairman of
the Senate Committee on Banking and Currency, at the
Annual Convention of the Missouri Bankers' Association
in 8t. Louis on May 14, According to the "Globe Demo-
erat,” Senator Owen in his argument for low interest rates
said that the London banks, even during the war, had been
furnishing money to merchants on commodity acceptances
at a 314% rate whilo the British Governmeant was paying a
5% rato for war expenses. The “CGlobe Demoerat™ added:

The London banks, Senator Owen sald, had pot hesitated to pay 4 and
4349 for American deposits to lond thelr merchants money at a loss of
14 to 1%, but, he sald, they did not lose in thesa transactions, because
they took the American deposits and pub them in British lpans, made a
profit off them and loaned thele own deposits to the English merchants,

Senator Owen sald [t would be well for the American bankers to consider
sxtending n lower and special rate of interest ta actual self-lguidating com-
mercisl transactions so ns to stimulate business. o predicted that this
policy would result in enlarging the deposits of the banks moro rapidly and
extonding thelr power of sorvice, Ho sald that Amerlean business would
bo greatly lmpatred by excessive rates and by a fallore to extend propee
crodits,

In diseussing forelgn trades problems Sonator Owen sald that the United
States was on the eve of engaging In European commeree on o gigantio
sealo and that tho Unlted States would be called fpon to furnisht many
blllions of cridits In ordée to bolster up European Industry.

Sonator Owen sald that it would be good Amerlean business to Iend
Burope money with which to puy Ameriean goods, and that tho United
States could do this by huylng Ruropean Government bouds at the prevall-
Ing low prices.  If we do not do this, Senator Owen sald, wa would Impale
Europe’s power o répay quickly the lonns sho has already mads of us.

BANKING COMMITTER OF MANUFACTURERS URGES
RESTORATION OF FREE GOLD MARKET,

The Commiltes of Banking of the National Associntion
of Manufactirers in o report presented ab the annual meot-
ing of the association, leld at the Waldori-Astoria on May
20, advoeated the restoration of the pold standard.
In summarizing the points diseussed in the report the Com-
miiftes  soid:

Your conumitteo miy eay that In the financial Cald the opportunity for
helpral collaboration botwesn manufucturers and bankers In the readjust-
ment of business to 4 pesce basis are to be found lu;

# Restoratlon of the fres gold market.

b The reorganlzation of Amerlcan commerclal eredit practices and the
ginthering of complate eredit information,

¢, Pushlng the campalgn for theife,

d, Deyeloping forelgn trade In forelgn yestment, and fostering Ameri-
can hanl sxpanston abeoad .,

The report was presented by the Chairman of the Com-
mittee, F'. C. Sehwedbman, Viee-President of the National
Uity Bank of New York: on the subject of the restoration
of the gold standard it said:

Bestoralion of the Gold Stardard.

It 15 noy too much to say that In the wholo program of readjustmont,
no cloment Is of greater practieal condequence than thié restoration of the
gold standard.  Confldence in tho credit structure at home ps well s the
restoration of noemal Intérnational exchange relatlonships depend upon it,
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The malntenance of the full gold standard cequires very definite pro-
cisdure both with respect to the monsy system at home, and with respect
to the relation of the home country’s toney to that of othir counbries.
Under the gold standard, all the different kinds of money circulating within
A country, and all eredit medls employed {n terms of tho basic money unlt
are supposed to circulate at par with gold. Morcover, In the international
exchange marlcet relations between ono country's money 43 compared
with another conntry's money are supposed to be such as will nsure COm-
parative stability close to the level of what is luown as the “mint parity.*"
In the United States, as elsewhers, owlig to the exigencles of war, free
redemption [n gold, woleh will alone In last analysis absolutely insurs
gold value, wus tacitly suspended.  Furthormore, to protect the credic
structure at home, to prevent ald from reaching the enemy and to direct
the flow of gold to markers where essential purchases hnd to ba mude, goid
embargoes or restrictlons on gold movements internationally were Im-
posed, The result was that the relatfonship that normally obtains he-
tween the rates of exchangy on gold standard countries in the world market
was completely upsat, and foreign exchange rates moved to levels far o
moved from mint parivy.

Cousequently, the restoration of the gold standard now requires that
Wwe. romoye the artificisl restrictions that were built around our money
system In the United States.  Whilo Ib fs the interdkt of ultimate sconomy
to haye the bulk of our gald or of our gold certificates concentrated In the
Federal Reserve banks ns reserves for crodit to be extended to momber
banks, gold or gold certifientes should be pald ot whero any body makes
n specific request therefar.  Tho offoct of this would, of conrse, bo lampely
psychologieal, but the confidense which underdllcs our credit structire is
Itself .o psychological phenomenn.  Mordover, all restrictions on tha flow
of gold Into the arts should be lifted, becauss by shuttlng dawn the supply
of goll in the field wheee monetary domand itself first took roat is likely to
oecision a premium on gold bullion that 1t 1s desirable to avodd,. As anly
from one-quurter to one-thivd of the annual addition to the totsl gold
supply Is balieved to go into the arts, keeplng open the channel between
the arts and tho monetary vses of gold, will at no great sacriffcd proe
serve uniformity In tho value of gold, for arts as well as for monetary
purposcs, and will losure confidonce (o the money and credit svstom erected
upon gold as the foundation,

In the interoational field, embargoes on and restrictions and intecference
with gold movements between countries should be ellminated s fast as
poasible. 'The conduct of trade in the international fleld In most cases
Implies depéndence upon forelgn exchange operations of one kind or another.
Fluctuations in the exchange rates paturally sffect botl the buyer and
the seller, und may profoundly Influence the whole question of business
success or fallure. As a result of tho war, and beesuse of gold embargoss
and restrictions, exchnnge rates have been subjected to what would nor-
mally be considered fabsurd fluctuations, and the teade of the world will
not again flow freely untll these wide discrepancies from normal, cxhibited
in the forelgn exchange rates, are overcoms by the restoratlon, through
more or less common international action, of the free gold market,

Your Committee does not contend that the restoration of this frea gold
market can be geoerally and instantancously effected. 'T'o somae extent
the causes that lead to the destruction of this markes still operate. The
treaty of peace has oot been slgned, and care must be exerclsed in the
matter of rendering ald to the enemy. Morcover our eredit structure s
still under severo strain, and that system must be carefully protected. It
may also be that the gold that we can spare will have to be used for special
national needs.  But it is beyond question that freedom of movement and
absence of arbltrary regulation of gold in the markets of the world is cssen-
tial to the lete read) of tho oo ic life to pedce condltions.

Looking at the problem oaly from the point of view of the United States,
it looms up much less serlously than It does in Burope, We have an
enormous gold supply on band—practically double what It was in 1014,
and approximately one-third of tho visible supply of the whole world. There
Ia in our country no further excuse for interoal resteictions of any kind.,
The embargo on gold exports might also b froely fted, leaving to the
banking system the,responsibility of protecting domestile reserves agalnst
dangerously large withdeawals on forelgn account, Tn addition to the
ralzing of thoe gold embargo, your Commlttes recognizes that the free flow
of goods ought to ba provided for. Iu some eises the exchange sibuation
has developed unfavorably for us because of our export polley. With the
release of tonnnge for commerclal purposes;, and with tho relaxation of
war demand, goods wanted by the foreign customer should be allowed
to move, The forelgner, doubtless, would llke to bave some of our gold,
but iby and large, he wants food and clothing and raw material even more.
Wa could afford £0 malke actunl Joans in gold to those countries which need
them, If the dollar goes 1o a pramigm, that 18 equivaleat to so much ad-
ditlon_to price, as far as the forelgner Is converned, and he will In eonse-
q . ba less inelined to buy our goods. It Is to our ultimate Intorest,
therefors, to help the forelgner suport 8t 168 normal lovel the International
valuo of hisfmoney. Mo preserve full confldence In the domestle cradit
situation, adequite rovenues must, of course, bo maintalned here ot home,
but lest tholoxportation of some of our gold stock be regarded as an (m-
pairment of such reserves, attention may be directed to the fach that all that
Is necessary {4 u reduction in due proportion of the credit resting on such
reserves.  The deflatlon of credit will go on paturally as the messure of
war démandfrelaxes, 558 Government contracts are liguidated and as pro-
duction steadily galns on consumptlon, But beyond thls normal move-
ment, deflation mant be systematically mneouraged whersyer that 1s pos-
gible.  On the other hand, If other counteies maltotaln restrictions upos
Zold, we mmay hnve to surround gold loans or exports with special condi-
tions, but, all things considered, no natlon (s more favorably situnated
than Is the United Batés for—and few have more U0 galn from—as spesdy
restor