The

Jommerciatl §

INCLUDING

Railway & Industrial Section
Bankers’ Convention Section

Bank & Quotation Section
Railway Earnings Section

— /
’ 4 .
>
o

Electric Railway Section
State and City Section

VOL. 116.

NUARY 20 1923

NO. 3004

SATURDAY, JA

The @hronici.
PUBLISHED WEEEKLY

Terms of Subscription—Payable in Advance
For One Year
For Six Months
European Subscription (includi postage)
European Subscription six months (including postage)
Canadian Subscription (including postage)

NOTICE.—On account of the fluctuations in the rates of exchange.
remittances for European subscriptions and advertisements must be made
in New York Funds.

Subscription includes following Supplements—
BANK AND QUoTATION (monthly) | RAILWAY & INDUSTRIAL (semi-annually)
RAILWAY EARNINGS (monthly) | ELEcTRIC RAILWAY (semi-annually)
STATE AND CITY (Semi-annually) | BANKERS' CONVENTION (yearly)

Terms of Advertising

Transient display matter per agate line. . - coceeccocmmcnaacax 45 cent
Oontract and Oard rates On reques

OHICAGO OFFICE—19 South La Salle Street, Telephone State 5594.
LonpoN Orrice—Edwards & Smith, 1 Drapers’ Gardens, E. C.

WILLIAM B. DANA COMPANY, Publishers,

Front, Pine and Depeyster Streets, New York.

Published every Saturday morning by WILLIAM B. DANA COMPANY,
Preaident, Jacob Selbert; Business Manager, Willlam D. Riggs; Secretary, Herbert
D. Selbert; Treasurer, Willlam Dana Selbert. Addresses of all, Otfice of Company.

CLEARING HOUSE RETURNS.

Returns of Bank Clearings heretofore given
on this page now appear in a subsequent part
of the paper. They will be found to-day on pages
266 and 267.

THE FINANCIAL SITUATION.

The first objection to the many propositions of the
Lockwood Committee—and the objection lies also
against extending the now-expiring term of the in-
quiry—is that although started to investigate the
housing shortage, it has been pushed to a roving in-
quisition into almost every business and has worried
and accused almost every association of noticeable
size. That some incidental good has been accom-
plished (in uncovering the aims and attempts of la-
bor unions, for example) must be admitted, but such
widespread fault-finding and denunciation does not
aid our return to “normalcy.”

The particular recommendations of the report can-
not claim approval from thoughtful minds. There
has already been far too much rushing to enact penal
statutes against particular practices which are
hastily assumed to be the exact causes of present un-
desirable situations, our housing laws being a recent
instance of this. The attempt naturally grows into
a habit, and interference in one place requires, or
seems to require, corrective interference in some
other, so that we drift towards an entanglement of
statutes which are not enforced or capable of enforce-
ment and neutralize one another, instead of trusting
to natural laws and also, incidentally, putting a lit-
tle faith in time. There is plainly much in the con-
duct of labor unions which is against the public wel-
fare and hurtful even to union members; yet this does

not justify an attempt to put them under formal
State regulation, thereby injecting the subject still
more injuriously into party politics. There is al-
ready ample law, both Federal and State, for keep-
ing unionism within just lines; these laws merely
need strict enforcement, with no exceptions made to
labor merely because it has got itself declared “not a
commodity,” and the safest and surest check upon
union aggressions is the natural process of the open
shop.

As if an attempt to regulate unions were not suffi-
ciently bad, the report recommends also a State
Trade Commission. It would not be easy to suggest
anything more unwarranted and untimely, just as
business all over the country has wearied of the con-
stant nagging of the Federal body, which has proven
its own officiousness as a board of inquiry and com-
plaint. We want and we need less and less poking
into the operations of business, which has troubles
enough in the situation all over the world; let us, at
least, brace ourselves against having any more of it.

Another bad proposition is that the life insurance
companies be again required to dispose of their
stocks, the time limit now suggested being the year
1926. The reason assigned is that this would tend to
turn investments into mortgages and thereby stimu-
late building ; but those companies are already doing
their duty in respect to mortgage loans, and the nat-
ural way to aid building (as well as to direct capital
into some desirable channel) is to invite it, not to
throw missiles and shake a club at it. As for the call
for alaw to give a monopoly of workmen’s compensa-
tion insurance to the State fund, anything more wan-
ton could hardly be suggested. Itisnota new propo-
sition, however, for partisans of the Fund have long
been seeking the aid of such a monopoly. The em-
ployer is already under virtual compulsion to insure
somewhere. If the State Fund is really the best and
most. desirable insurance carrier, as its partisans
claim, it can stand alone and be indifferent to com-
petition; nor is it according to American ideas to set
up monopolies in a private business of any kind. This
proposal does not deserve a moment’s consideration.

The most elaborately argued and also one of the
worst recommendations is that concerning the Stock
Exchange, long anathema with Mr. Untermyer. He
does not renew his insistence upon incorporation, but
masks his approach under a recommendation to
bring all dealings and dealers in securities within
supervision of the State Banking Department. He
would class the ticker with public utilities, but does
not mention the more universal typewriter. He
would insure to expelled members the right of ap-
peal and review, and while sure that only drastic reg-
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ulation of all exchange and brokerage transactions
can protect the public, he is troubled at over-severity
on part of the Exchange management, declaring
that “no body of men should be given such power over
their fellow men without the power of redress or re-
view, in a land governed by law, no matter how
wisely, impartially or public-spiritedly that power
may be exercised.” But there is always a recourse
for review, open to any man who deems himself in-
jured, in practically every public or private matter.
The Stock Exchange is a private and volunteer body,
like other trade associations. It is self-purging, and
not only has the keenest interest in keeping its busi-
ness and its public standing clear, but has the special
ability for uncovering and punishing improper con-
duct. There is no place in the country where fake in-
vestments are better understood and more earnestly
fought than in'the real (not the imaginary) Wall
Street, and President Cromwell has again and again
called for keener scrutiny and stricter barriers as to
any defilement of the Exchange with crooked dealers
or dealings. The way to purge that body is to leave
the work to itself and hold it responsible. Mr. Unter-
myer’s argument is about the same as he put out for
the Pujo Committee in 1913. Having failed, in 1921,
to induce the Legislature to empower the committee
to investigate banking and insurance, he proceeded,
nevertheless, to summon and question men engaged
in those lines. His present recommendations are the
more untimely in that the State now proposes an or-
ganized and stern prosecution of fake securities and
bucket shops, under the Martin law, which the late
Attorney-General neglected as not strong enough.

Merchandise exports from the United States in De-
cember were well maintained, the volume being
nearly as large as in the two preceding months, when
cotton at a high price was a big factor, making them
the best months of the year. The report for Decem-
ber, issued on Thursday by the Department of Com-
merce at Washington, gives the value of the exports
for that month as $344,000,000. These figures con-
trast with $380,056,542 for November, the highset
for the year, but with only $296,198,373 for Decem-
ber 1921. For the calendar year 1922, merchandise
exports were valued at $3,831,516,735, an average
for each month of $319,300,000; for the calendar year
1921 the total value of merchandise exports was $4,-
485,031,356. In a subsequent paragraph the value
of merchandise imports for the ten months of 1922,
which was announced by the Department of Com-
merce only this week, is given, there having been con-
siderable delay in the announcement of these figures
owing to some confusion in tabulating the statement,
caused by the operation of the new customs duties,
put into force in September last. It is therefore im-
possible to show at this time what the balance of the
foreign trade of the United States will be for the full
year just closed.

Exports of gold in December amounted to $2,709,:
591 and these figures contrast with $1,950,248 for the
corresponding month of the preceding year. Gold
imports in December were valued at $26,439,677 and
in December 1921 they were $31,684,978. TFor the
year 1922, exports of gold amounted to $36,874,894,
while imports of gold were valued at $275,169,785,
the net amount of gold imports being $238,294,891.
For the calendar year 1921 the net gold imports were
$667,356,920, the total of gold imports for that year
being $691,248,297 and gold exports $23,891,377.
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Silver exports in December were $6,913,200 and
these figures contrasted with $7,145,047, the value
of silver exports for December 1921. TFor the year
1922 the total value of silver exports was $62,807,-
286, as compared with $51,575,399, the value of silver
exports in 1921. Silver imports in December
amounted to $7,847,570, and for December 1921 the
corresponding figures were $5,515,904. For the cal-
endar year 1922 silver imports were $70,806,653,
which contrasts with $63,242,671, the value of the
imports of silver for the preceding year.

As noted above, the Department of Commerce at
Washington has finally issued the long-delayed
statement of merchandise imports into the United
States for the period following the date of the en-
forcement of the new tariff law enacted last year.
The new law became effe tive Sept. 21 last and the
statement now covers the time up to and including
Oct. 31. The corrected figures show the value of
merchandise imports into the United States for the
month of September last to have been $298,000,000
and for the month of October the merchandise im-
ports were valued at $319,000,000. In both months
there was a considerable increase in the movement
to the United States ports, much of that in Septem-
ber being due to the effort to land merchandise here
in advance of the enforcement of higher rates under
the new law. Some of the incre. e in October was
attributable to the same cause, the goods arriving
here too late to secure the advantage of th» old law.
In August last the imports of merchandise were val-
ued at $271,000,000 and in September and October
1921, the figures were, respectively, $179,000,000 and
$188,000,000. The larger volume of import trade
which has been in progress for the past 15 months, is
apparently well maintained. On the basis of the cor-
rected figures for September the balance of trade in
that month continued on the export side, as it also
did for the month of October. The excess of exports
in September amounted to $19,000,000 and for Octo-
ber it was $53,000,000. For the ten months to. Oct.
31 last, the excess of merchandise exports over im-
ports was $542,996,000, which figures contrast with
$1,834,579,000 for the corresponding period of the
preceding year.

The situation in the German territory occupied by
the French has developed in much the way that might
have been expected. On Jan. 2 General Degoutte,
French commander, “issued a proclamation from
Dusseldorf establishing a state of siege throughout
the newly occupied territory.” A press censorship
was established also. From Berlin came the report,
through a wireless dispatch to the New York
“Times” that, “following its protests to America and
Great Britain against the Ruhr occupation, it is un-
derstood that the Cuno Government plans to cover
the world with protests and it is sending a circular
note to all the Powers to-night.” According to a
wireless dispatch from Berlin to the New York “Trib-
une” a movement was launched there on Jan. 12 by
German industrialists, among whom were Hugo Stin-
nes and August Thyssen, “to obtain large credits in
England with which to import coal to cover the short-
age resulting from the virtual shut-down of the Ruhr
mines ordered upon the French entry.” The “Trib-
une” correspondent added that “this move, if suc-
cessful, not only would forestall paralysis of German
industry, but would greatly strengthen the German
Government in its resolve to have no further negotia-
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tions with France and Belgium until the forces of oc-
cupation are withdrawn, and to halt the execution of
all obligations under the treaty, in so far as France
and Belgium are concerned, for the same period.”
The London correspondent of the New York “Times,”
in a cablegram Monday morning, said that “the oc-
cupation of the Ruhr by the French is stimulating
the demand from Germany for Yorkshire coal for
manufacturing purposes. The German State rail-
ways have entered the Humber coal export market to
purchase 50,000 tons of hard steam coal for shipment
to German ports during January and February.”

As had been predicted in Paris dispatches the day
before, the Reparations Commission a week ago to-
day granted an additional 15 days—until Feb. 1—
for the payment by the German Government of 500,-
000,000 gold marks, which had been scheduled as fall-
ing due on Jan. 15. The Paris correspondent of the
New York “Times” rather enthusiastically cabled
that “to-day showed that the French have only begun
their effort to force Germany to pay reparations.
The following developments are to be noted: First—
Official postponement by the Reparations Commis-
sion for 15 days of the payment of 500,000,000 gold
marks due Jan. 15. Second—French notification of
a reparations plan providing further penalties to be
sent in answer to Germany’s November demand for
a moratorium. Third—A Government decision to ex-
tend the Ruhr occupation to embrace all the coal
fields if the Germans persist in their refusal to con-
tinue to pay coal deliveries for the Allies. Fourth—
A Cabinet Council on the first report of the engineers
and officials who have taken over the Ruhr.” He
said that in all probability the Commission would
notify the German Government before Feb. 1 that it
had granted “a partial moratorium, probably for two
years, in exchange for acceptance by the Germans of
certain measures, not only for control of their fi-
nances, but also for the collection of money which
the French estimate at 1,000,000,000 marks gold an-
nually.” Word came from Paris Monday morning
that “the Reparations Commission has received a
note from the German Government signifying its in-
tention to suspend payments of money and in kind
because of the occupation of the Ruhr, which'it says
it considers a violation of the Versailles Treaty.” In
the German Reichstag, on Jan. 13, “the Deutsche
Volkspartel, the Centrum and the Democratic Party,
which are backing Cuno’s Government, submitted the
following resolution: ‘The Reichstag solemnly pro-
tests against the high-handed measures already in
force or threatened by the occupation of the Ruhr dis-
trict. The Reichstag will support the Federal Gov-
ernment in its determined resistance against these
oppressive measures with all its power.”” The dis-
patches stated that “this resolution was carried at
the end of the discussion with all votes except those
of the Communists. The total was 283 to 12.” Chan-
cellor Cuno then “made the principal speech of the
day,” in which he asserted that “Germany will not
help France in the Ruhr or pay reparations now.”
The Moscow correspondent of the New York “Times”
cabled that “a strong note of protest against the
French invasion of the Ruhr has been addressed by
the Soviet Government to the peoples of the world.”
There was a large demonstration in Berlin on Sun-
day by “bourgeois parties and organizations, ranging
from the Democrats to the most extreme reaction-
ary, anti-Semitic groups.” The affair was called “a
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day of mourning” because of the French invasion of
the Ruhr district, and was intended as a protest
against it. Some 40 orators addressed the masses
from the steps of the Reichstag. The police stopped
a rush on the part of “a small group of super-patri-
ots” to the French Embassy.

On Monday Bochum, where are located the big
steel plants of Hugo Stinnes, and other industries,
was occupied by the French. Announcement was
made that “the German mine directors notified the
French Control Commission to-day that they must
refuse to resume deliveries of coal on the reparations
account, even in return for cash payments, on the
ground that they were in receipt of an order from the
German Federal Coal Commisison forbidding such
action.” A dispatch from Dusseldorf stated that
“France’s answer to the German mine owners’ re-
fusal to deliver coal on any terms was to extend the
zone of occupation, originally intended to cover only
the Bochum region, which they occupied this morn-
ing. The new line established by General Degoutte’s
forces is from 15 to 20 kilometres further eastward,
coming to the edge of the great indusfrial city of
Dortmund.” The Associated Press correspondent
added that “to-day’s operation by the French encir-
cles all the Ruhr industries of Hugo Stinnes, the Ger-
man industrial leader. The movement, with Bochum
as its centre, involves an advance eastward from 10
to 15 kilometres by the French.”

The Berlin dispatches Tuesday morning made it
clear that the German Federal Coal Commissioner
had the support not only of the German people, but
also of the Cabinet, in issuing an order “prohibiting
producers from furnishing coal on French and Bel-
gian orders.” In fact, the Associated Press corre-
spondent at the German capital cabled that “these in-
structions of the Coal Commissioner followed a res-
olution passed at a special Cabinet session on Sun-
day and did not represent the personal initiative of
the official coal controller.” He also said that “the
editorial comment in the newspapers is beginning to
strike a note of confidence, now that Parliamentary
and popular endorsement has been voted the Govern-
ment.” As for the French side of the situation, the
Paris correspondent of the New York “Times,” in a
cablegram dated Jan. 15, said: “Faced by continued
opposition of the Berlin Government in its effort to
collect reparations in the Ruhr, the French Govern-
ment to-day issued orders to Gen. Degoutte to extend
his occupation to embrace the whole of the Ruhr re-
gion, and following the refusal of the Ruhr operators
to deliver reparations coal, in obedience to orders
from Berlin, Premier Poincare announced that the
coal would be requisitioned on the same method used
by the Germans during their war-time occupation of
Northern France to get what they wanted. All indi-
cations to-night are that M. Poincare has decided to
go through to the limit with his program and this
evening there is a rumor all over Paris that the
French may go to Berlin. This is popular exaggera-
tion of the French plan to send a commission to Ber-
lin to control German finances, which commission
might be accompanied by some French troops. It
does not mean that there is any plan to send an army
to Berlin.”

In Tuesday’s dispatches from Rome Premier Mus-
solini figured as a would-be conciliator between
France and Germany. At a meeting on Monday of
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the Ttalian Council of Ministers he “explained Italy’s
position in regard to Belgium’s and France’s need of
German coal.” He said that “Italy had great need
of German coal and therefore had given France and
Belgium her support in their enterprise against Ger-
many. On the other hand, Italy believed that, with-
out having recourse to violent measures, there was
still much to be gained by peaceful negotiations. He
had only given her political support by sending a
commission of experts and engineers into the Ruhr,
and not her military support.” The New York
“Times” representative in the Italian capital said
that “Mussolini’s policy with regard to German rep-
arations is still the policy which he set forth in his
recent memorandum, substantially as follows: First,
reduction to 50,000,000,000 gold marks of the total
reparations; second, a moratorium for two years, but
not for payment in kind; third, Germany to raise a
loan of 3,000,000,000 gold marks, of which 500,000,
000 would be used to stabilize exchange and the re-
mainder for reparations; fourth, subscribers to the
loan to have priority as to cerlain guarantees in re-
gard towhich thereparations commission now has pri-
ority ; fifth, Germany to promise to take all necessary
steps to balance her State budget.” The same corre-
spondent cabled also that “these proposals Mussolini
has again brought forward. He has made earnest
representations to France, asking her to reflect that
if any agreement is possible, even now when she has
taken the bull by the horns and marched into the
Ruhr, it would not be in her interest to reject it.
The Premier is exerting his influence on .Germany,
declaring that she has everything to lose and nothing
to gain by goading France into taking military meas-
ures, and he is trying to convince the Cuno Govern-

ment that it would be committing a grave error by

not welcoming any chance of conciliation.” In an
Associated Press cablegram from Rome Thursday
morning the assertion was made that “reports from
London of an offer by Italy to mediate between
France and Germany on the reparations question
were declared authoritatively to-day to have no foun-
dation.” It was added that “Italy has, however, re-
peatedly suggested that, in taking steps to obtain
reparations, no recourse be had to military measures,
and even favored a civilian as the head of the mission
sent into the Ruhr instead of a military man.”

Premier Poincare on Monday asked the Repara-
tions Commission to meet the next morning “to pro-
claim another voluntary default against Germany,
declaring her refusal to deliver coal a breach of the
Treaty of Versailles.” The Commission did meet
and “decided that Germany had willfully defanlted
on all deliveries in kind for 1923.” The Associated
Press correspondent said that “France, Belgium and
Italy so voted. Kemball Cook, representing Great
Britain in place of Sir John Bradbury, who was re-
ported as indisposed, abstained from voting.” It was
explained that “to-day’s default applies specifically
to the coal, wood and cattle deliveries which have
actually been stopped by Germany. The delivery of
dyes and building materials apparently has not yet
been held up, although the Germans are expected to
halt such shipments within a few days.”

Considerable fuss has been made over a statement
made to the Reparations Commission by Roland W.
Boyden, American representative on that body. The
State Department at Washington first characterized
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it as an unofficial document. On Wednesday Secre-
tary Hughes sent Senator Lodge a letter in which he
outlined the position of Mr. Boyden and commended
his work. Apparently it represented only the per-
sonal views of Mr. Boyden. In fact, the Paris corre-
spondent of the New York “Herald” in a cablegram,
Monday evening, said that he “has submitted a state-
ment of his views, which is the focus of much atten-
tion.” He added that “with wild rumors afloat of
the inspiration and importance of the Boyden docu-
ment the fact is that Boyden is again giving this time,
at the request of the Commission, what are described
as his ‘personal views,” which apparently are merely
an outline of how he would deal with the problem.
Notwithstanding this fact, however, Mr. Boyden had
sent his statement to the State Department two
weeks ago, and this would convey the impression that
there had been no disagreement between him and the
State Department.”

The first clash between the French and Germans
since the invasion of the Ruhr Basin was said to
have taken place at Bochum Monday night [Jan. 15],
when “one German was killed and another severely
wounded.” Calm was reported to have been restored
at 11 o’clock that night. Through the Associated
Press it was reported here Tuesday afternoon that
“French General Headquarters had information that
25,000 men of the German Reichswehr are concen-
trated south of Muenster, less than 25 miles north of.
Luenen to the north of Dortmund. The French have
advanced to both Dortmund and Luenen, and the out-
posts of the French and German forces at some
points are only from eight to ten miles apart.” The
report was not substantiated in the dispatches of the
following day, and was specifically denied by the
German Foreign Office, but later accounts stated
that the Germans were withdrawing troops from
those points, indicating that the first report was par-
tially correct. Word came from Dusseldorf
Wednesday afternoon that “representatives of
the German industrial magnates failed to appear
this morning before the Control Commission, send-
ing word they had decided to obey the instructions
of the Berlin Government instead of the French or-
ders as to coal deliveries, thus placing the next move
squarely up to the French occupying authorities.”
The Associated Press correspondent at Dusseldorf
cabled that “it was officially announced by Gen. De-
goutte this afternoon that the military operations of
the Ruhr occupation are now completely finished.”
The Essen representative of the same news organiza-
tion stated that “the French occupational authori-
ties announced this [Wednesday] afternoon that
they will begin operating the mines of the Ruhr dis-
trict to-morrow, requisitioning German labor if nec-
essary. The Ruhr coal and industrial magnates who
refused to co-operate with the French will be prose-
cuted before a court-martial.”

There were indications in the Paris cable advices
on Thursday that the French Government and people
were apprehensive over the outcome of the Ruhr in-
vasion. The New York “Herald” correspondent ca- -
bled that “the failure of the French military authori-
ties to arrest the German mine owners in the Ruhr
who refused to produce coal and the decision not to
seize the mines and work them themselves with Ger-
man labor undoubtedly constitutes another grave de-
velopment in the Ruhr situation, which the French
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press concedes is critical. The Government, how-
ever, was prepared for this and other contingencies.”
The correspondent also stated that “Premier Poin-
care, as another means of pressure upon Germany,
and apparvently with the full support of both Bel-
gium and Italy, ordered to-day that the forces in the
Rhineland proceed with the exploitation of Ger-
many’s State forests there, on behalf of the Repara-
tions Commission, as a penalty for Germany’s fail-
ure to deliver sufficient telephone poles and lumber
last year.” That a similar degree of apprehension
exists in London is shown by the following excerpt
from a dispatch from that centre to “The Sun” Thurs-
day evening: ‘“The seizure of the Ruhr railroads, the
threat of a court-martial for the mine owners, the
fantastie fall in the value of the mark on the London
exchange—quoted at more than 111,000 to the pound
to-day—and the gigantic query whether the French
can ever succeed in their present enterprise are caus-
ing much genuine alarm in London and serve to im-
pair Bonar Law’s attitude of benevolent neutrality
toward the French.”

With respect to the German side of the situation,
the New York “Tribune” correspondent cabled that
“two moves of the utmost importance in Germany’s
policy of economie resistance toward Franco-Belgian
occupation of the Ruhr took form to-day. The first
was the successful conclusion of a deal between sev-
eral British banks and the powerful Reich industrial
group, headed by Hugo Stinnes, for credit of £2,000,-
000 to purchase British coal. The second was the

opening of negotiations by Stinnes for the participa-
tion of American and British capital in the Ruhr in-

dustries.”

Word came from Paris Thursday evening that “six
of the principal mine owners in the Essen region, in-
cluding the son of August Thyssen, have been or-
dered to appear before a F'rench court-martial to-day,
following their refusal, under instructions from their
Government to deliver coal to the French.” This
was followed by a cablegram from Dusseldorf yes-
terday morning stating that “an order of the Rhine-
land High Commission authorizing the Allies to seize
the customs receipts, take over the State forests and
collect the coal tax was promulgated here and
throughout the Ruhr this [Thursday] evening by
Gen. Degoutte as Military Governor of the district,
at the same time as it was promulgated in the rest of
the Rhineland.” The New York “Times” representa-
tive at Dusseldorf observed that “in importance this
is by far the greatest step the Allies, or, rather, the
French and Belgians, have yet taken. Itsapplication
is, of course, the logical result of the decisions
reached during recent weeks by the Reparations
Commission in Paris, but what its effect will be is
still doubtful.” According to a dispatch from Essen
last evening, considerable resistance was shown by
the Germans when the F'rench attempted to put this
order into effect. Asasidelight on the tenseness of the
political situation in French political circles the fok
lowing from Paris yesterday morning is significant:
“After what is said to have been the wildest rioting in
the history of the French Parliament, during which
50 Deputies engaged in a free fist fight on the floor,
the Chamber of Deputies this evening decided to sus-
pend the Parliamentary immunity of Marcel Cachin,
the Communist member.” The following from the
British capital yesterday morning contains the first
intimation of steps being taken toward mediation:

“Phe German Government is sending a confidential
mission to London to request the British Government
to mediate between France and Germany, says a dis-
patch to the London ‘Times’ from Essen. The ‘Times’
in an editorial article says that the German delega-
tion reported to be coming to England to seek inter-
vention will receive ‘no satisfaction here, since the es-
sence of the British policy at the moment is to re-
frain from interference in any form.”” This report
was “officially denied,” according to a Central News
cablegram during the day.

The situation in Berlin on Thursday was portrayed
in part as follows by the New York “Herald” corre-
spondent: “With the drop of the mark to 24,000
to the doilar Berlin has yielded up the ghost, and ap-
propriate mourning is in evidence. The people cele-
brated to-day by besieging every wholesale liquor
shop in Berlin, and the proprietors to-night said they
had had no such business before in their experience.
The mad rush helped bring about a police order clos-
ing all cafes, bars and cabarets promptly at 11 o’clock
at night, beginning Monday, instead of 1 a. m. Brawls
resulting from the tense feeling also had something
to do with the order. The annual German ball will
be among the events barred under the new order.”
The New York “Tribune” correspondent cabled that
“a congress with the avowed purpose of overthrow-
ing the German Republic has been called by the so-
called National-Socialists, representing the monarch-
ist elements, to convene in Munich on Monday. In
monarchist circles the boast is being made to-night
that this congress will be similar to that which the
Ttalian Fascisti held in Naples, just prior to their es-
tablishment of the Fascisti dictatorship in TItaly.
Lieutenant Hittler, the reactionary Bavarian leader,
and his aids are now holding nightly meetings calling
for the overthrow of the Government. The Govern-
ment looks forward to the Munich gathering without
fear, however, and with assurance that any attempt
to create internal disorder will meet with the unani-
mous opposition of the nation.”

The developments at the Near East Conference
have not been striking. On Jan. 12 the Turkish dele-
gation agreed that “all Greek males seized by the Ot-
toman Army at the time of the Smyrna disaster shall
be liberated and sent to Greece immediately after the
signing of the peace treaty.” According to the Asso-
ciated Press correspondent at Lausanne still less
progress than before was made at the Conference,
with the return of Hassan Bey from Angora. He ca-
bled that “the voice of far-away Angora was so dis-
cordant to the Allies’ representatives that many of
them were wondering to-night whether the Near East
Conference would ever get anywhere, after all, in the
matter of peace.” The correspondent added that “Is-
met Pasha, who backed Hassan Bey, could neither be
threatened nor cajoled into seeing the finaneial ques-
tions affecting Turkey as the Allied delegates wanted
him to see them.” Discussing the Conference situa-
tion still further, he said: “Far from being split
asunder by the Paris reparations differences, France
and England seem to be working even more closely
together at Lausanne, apparently with the supreme
object of conciuding peace in the Near East as soon
as possible so that they may be free to concentrate on
the greater problem of the reconstruction of Europe
as a whole. The Turks, who are good psychologists,
immediately scented this policy and are not disposed
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to hurry.” The question of war damages was taken
up at the session a week ago to-day. The Associated
Press correspondent said that “Ismet Pasha threw
another bomb in the direction of the Allies. He an-
nounced that Turkey would not pay any damages
growing out of the Allied occupation of Turkey, as
the occupation was unjust, and therefore the Allies’
present demands were unjust. He insisted that there
must be reciprocal payment for the damages done,
and concluded: ‘I appeal to world opinion for sup-
port.”” The correspondent reported also that, “com-
menting upon to-day’s developments, one of the Al-
lies’ spokesmen remarked: ‘It all seems a hopeless
tangle.” ”

Discussing the situation in a general way at the
beginning of the present week, the representative of
the same news agency said: “Lord Curzon called to-
night [Jan. 14] on Camille Barrere of the French
delegation and Ismet Pasha to discuss the general po-
sition of the Near East Conference, which, according
to the idea of the British spokesmen, may last three
weeks more. New difficulties have arisen above the
horizon this week and the leaders are anxious that
they should not be permitted to continue as danger
points. Hence these private consultations outside
the official meetings in n attempt to reach an under-
standing” With respect to the question of capitula-
tions, the correspondent said that “no one has solved
the riddle of capitulations. The French delegation
is framing a formula providing legal guarantees for
foreigners in Turkey, but the Turks say they will not
discuss the subject of special courts for foreigners
any further. Everybody is worried about capitula-
tions, because they are one of the chief issues of the
Conference.” Itbecame known also through this dis-
patch that “Persia has protested that she was not in-
vited to the Conference despite her immediate inter-
est in Near Eastern affairs. Russia has supported
the righteousness of the Persian claim, declaring that
Persia has far more reason to be here than Japan,
which is allowed to participate in all the discussions,
or the Scandinavian countries and Holland and
Spain, which have been permitted to take part in
many of the meetings.”

In a dispatch Wednesday evening the Associated
Press correspondent said that “the Orient and the
Occident seem to be playing a game of waiting at the
Near Eastern Conference, each side seeking to wear
the other out. The Turks, as Orientals, play a good
hand at this game, but Ismet Pasha betrayed some
uneasiness to-day that he might be overplaying it.
The date for presenting the treaty to the Turks has
again been postponed, however, to give time for final
negotiations on economic and financial matters like
the Ottoman debt, in which France is especially in-
terested, as her people hold five-sixths of the Ottoman
bonds. M. Bompard, who went to Paris to-day ac-
companied by French and British experts, will go
over the financial questions in detail to-morrow or
Friday with the French Government and bring back
Saturday night to the Allies the last word of France
on the controversial questions involved. Next week,
therefore, should see some development one way or
another at Lausanne. Everybody is taking a hand at
writing a formula for judicial guarantees for foreign-
ers in Turkey which the Angora Government would

accept.”
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Trouble has developed in a new section of Europe.
According to an Associated Press dispatch from
Paris on Jan. 12 the French and British Govern-
ments were preparing “to send warships to Memel,
the former East Prussian territory on the Baltic, in-
ternationalized by the Treaty of Versailles, with the
purpose of maintaining order, in view of the invasion
by the Lithuanians.” A detachment of Lithuanian
irregulars who were reported to have crossed the
frontier several days before, had reached Memel “and
exchanged shots with the German guard.” In Paris
the movement was regarded as “a well-laid plan, the
object of which is to balance the Polish occupation
of Vilrea by taking possession of Memel.” Paris sent
word Sunday morning that “the Allied Council of
Ambassadors had decided to make energetic repre-
sentations at Kovreo to induce the Lithuanian Goy-
ernment to bring pressure to bear on the group of
Lithuanians menacing Memel. The Ambassadors
are of the opinion that the Lithuanian Government is
able to stop the movement if it acts promptly and vig-
orously.” The Paris representative of the Associated
Press added that “the Ambassadors have decided to
send a French Colonel to Memel to take charge of the
Allied forces. After the arrival of the British and
French vessels ordered to Memel this force will con-
sist of British and French marines and the company
of French soldiers already on the scene. Two French
destroyers left Cherbourg to-day [Jan. 13] for Me-
mel. Other naval units will follow shortly.” From
Warsaw came the statement that the Polish Govern-
ment had let it be known that it “will support the
policy of the Allies on the Memel question, raised by
the recent invasion of this Baltic territory by Lithu-
anian irregulars. No steps will be taken by Poland
on her own initiative.” Heavy street fighting in Me-
mel was reported on Monday in a Berlin dispatch.
It was said that “the Lithuanians are in almost com-
plete possession.”

Berlin heard on Monday, according to a cablegram
from that centre to the New York “Times,” that
“French troops flew the white flag as Lithuanian ir-
regulars stormed and captured Memel this afternoon.
The casualties were one child killed and a local bank-
er, sight-seeing from a window, wounded in the
head.” The dispatch also stated that “late in the af-
ternoon all of Memel was in Lithuanian hands except
the infantry barracks, from which the French were
reported to be preparing to retreat.” Paris heard on
Tuesday that “the commissioner at Memel represent-
ing the Council of Ambassacors decided that it was
impossible for one company of French to hold out
against the assailants, and he agreed to a truce. It
was arranged that the Lithuanians should remain in-
side the town, but a neutral zone wag established sep-
arating them from the French until the Council of
Ambassadors has decided upon the disposition of the
territory.” TFollowing this announcement came the
statement from Paris that “the Allied Council of
Ambassadors decided to-day [Wednesday] to send
an extraordinary mission to Memel to establish a
provisional inter-Allied Government under the au-
thority of the French, British and Italians. The
Council also will make representations to Lithuania,
holding her responsible for the invasion of the inter-
nationalized Memel territory and asking Lithuania
to recognize the provisional authority established.”

The New York “Tribune” correspondent in Berlin
cabled yesterday morning thut “lively fear is enter-
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tained here of an invasion of East Prussia and Upper
Silesia by the Polish Fascisti, headed by Generals
Korfanty and Haller. Although assurances have
been received from Warsaw that Poland will main-
tain absolute neutrality in the disturbances arising
out of-the Lithuanian coup to the east of Germany,
the fear of those in close touch with the situation is
that Polish officialdom may not be able to restrain
its extremist element in this crisis any more than it
did at the time of the Vilna adventure.”

Reference was made in the “Chronicle” last week
to a proposed increase in taxes by the French Gov-
ernment of 209%. The Paris correspondent of the
New York “Herald” cabled that the introduction of
the bill providing for such an increase “caused a re-
newal of the protests which met the proposition when
it was first advanced by Finance Minister de Lastey-
rie.” He added that “when it was announced some
weeks ago that the Government was considering the
measure it was pointed out that again and again in
recent months the Government had declared that the
French taxpayer and French business could not bear
any greater burden of taxation, and it was thought
for a while that these protests would avert any such
strenuous action to balance the budget.” The corre-
gpondent further said that, “with the introduction of
the bill, the protests have increased in many quar-
ters, marking the first time since the war was de-
clared that there has been pronounced opposition to
such a measure.” Discussing the alleged political

aspect of the proposed increase in taxes, the “Her-
ald” representative asserted that “in Parliamentary
circles the impression prevails that M. de Lasteyrie’s
method was advanced to rally French taxpayers to

Premier Poincare’s thesis that Germany must pay
immediately. French business, however, contends
"that the tax would raise prices in France and make
competition in foreign markets almost impossible.”

According to cable advices received from Berlin
on Thursday the Imperial Bank of Germany has
advanced it official discount rate from 109 to 12%.
This constitutes the fifth advance since the 30th of
last July, at which time the 5% rate in effect since
the beginning of the World War was advanced to
69,. On August 28th, there was another advance
to 79, on Sept. 28th to 89, and on Nov. 13th to
109%. Aside from this change, official discount
rates at leading official centres continue to be quot-
ed at 514% in Madrid; 5% in France, Denmark and
Norway; 414%, in Belgium and Sweden; 49, in Hol-
land; 3149% in Switzerland and 39, in London.
Open market discount rates in London remained
without important change, being quoted at 214
@2 3-16% for long and short bills, in comparison
with 214@214% a week ago. Call money at the
British centre is higher and finished at 29, against
114% last week. At Paris and Switzerland the open
market discount rate has not changed from 4145%
and 2%, respectively.

The Bank of England in its statement for the week
ending Jan. 18 reported an increase in its gold hold-
ings of £5,140 and in total reserve of £1,224,000, due
to a contraction in note circulation amounting to
£1,219,000. A large addition, however, to deposits
served to bring down the proportion of reserve to lia-
bilities from 17.22% last week to 171§%. A year
ago the reserve ratio stood at 1754% and in 1921 at

13349,. Public deposits declined £3,166,000, but
“other” deposits increased £10,865,000. The Bank’s
temporary loans to the Government were larger by
£6,438,000, while loans on other securities increased
£60,000. Gold holdings now stand at £127,491,357,
which compares with £128,444 918 a year ago and
£128,287,495 in 1921. Total reserve is £24,703,000,
as against £24,294,248 in 1922 and £18,196,790 a
year earlier. Loans aggregate £65,232,000, in com-
parison with £83,974,646 and £81,324,834 one and
two years ago, respectively. Note circulation is
£121,235,000. This compares with £122,599,950 in
1922 and £128,540,705 the year prior to that. Clear-
ings through the London banks for the week were
£749,534,000, as compared with £686,019,000 last
week and £912,736,000 a year ago. No change has
been made in the official discount rate, which remains
at 3%. We append herewith comparisons of the
principal items of the Bank of England returns for a
series of years:

BANK OF ENGLAND'S COMPARATIVE STATEMENT.

1923. 1922. 1921. 1920. 1919.
Jan. 17. Jan. 18. Jan. 19. Jan. 21. Jan. 22.
£ £ £ £ £
121,235,000 122,599,950 128,540,705 88,004,255 69,021,505
Public deposits 10,407,000 19,623,056 16,076,294 27,217,384
Other deposits 132,599,000 117,821,255 120,012,067 126,573,381
Govt. securities.___ 72,110,000 47,143,686 54,510,256 62,033,744
Other securities._.. 65,232,000 83,074,646 81,324,834 79,041,349
Reserve notes & coln 24,703,000 24,294,248 18,196,790 20,716,007
Coin and bullion.__127,491,357 128,444,198 128,287,495 80,287,602
Proportion ofreserve

to liabilities
Bank rate

Circulation
21,472,380
140,341,208
68,157,438
84,407,836
27,162,457
96,806,712

17% % 13% %
5% 7%

164 %
6%

193% %
5%

The Bank of France continues to report small
gains in its gold item, the increase this week being
118,073 francs. The Bank’s gold holdings, there-
fore, now aggregate 5,535,179,900 francs, comparing
with 5,524,572,907 francs on the corresponding date
last year and with 5,501,496,681 francs the year pre-
vious; of the foregoing amounts, 1,864,344 927 francs
were held abroad in 1923 and 1,948,367,056 francs in
both 1922 and 1921. Silver during the week gained
195,000 francs, while general deposits were augmented
by 15,931,000 francs. On the other hand, bills dis-
counted fell off 17,426,000 francs, advances decreased
51,583,000 francs and Treasury deposits were re-
duced 44,802,000 francs. Note circulation registered
the further contraction of 306,327,000 francs, bring-
ing the total outstanding down to 37,081,400,000
francs, contrasting with 36,785,724,100 francs at this
time last year and with 38,152,889,900 francs the
year before. In 1914, just prior to the outbreak of
war, the amount was only 6,683,184,785 francs.
Comparisons of the various items in this week’s re-
turn with the statement of last week and correspond-
ing dates in both 1922 and 1921 are as follows:

BANK OF FRANCE'S COMPARATIVE STATEMENT.

Changes Status as of-

Jor Week. Jan. 19 1922.
Francs. Francs.

118,073 3,576,205,850

No change 1,948,367,056

118,073 5,624,572,907

195,000 289,901,000 280,235,174 267,963,289

2,659,201,000 2,456,844,403 3,002,834,865

2,113,522,000 2,280,100,385 2,252,719,518

Note circulation._Dec. 306,327,000 37,081,400,000 36,785,724,100 38,152,889,900
Treasury deposits.Dec. 44,802,000 23,855,000 33,347,139 37,221,213
General deposits._Inc. 15,931,000 2,237,976,000 2,551,742,814 3,301,550,899

Jan. 18 1923.
Franes.

3,670,834,973

1,864,344,927

5,535,179,900

Jan, 20 1921,
Francs.

3,553,129,624

1,948,367,056

5,501,496,681

Gold Holdings—
In France
Abroad

From the Federal Reserve Bank statement, issued
Thursday afternoon, it will be seen that while the
New York Bank lost gold to the other Reserve
banks, there was a further addition for the system
as a whole. In the rediscounting operations a sub-
stantial reduction is shown for the combined banks,
but a small increase for the local institution. Re-
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turns for the twelve Reserve banks as a group
register $15,000,000 increase in gold; a contraction
in bill holdings of $23,000,000, and a reduction in
earning assets of $119,000,000. There were like-
wise heavy declines in deposits and in the volume
of Federal Reserve notes in circulation, approxi-
mately $50,000,000 in the former and $56,000,000
in the latter. In the New York bank continued
shifting of funds with the interior caused a loss in
gold reserves of $36,700,000. Rediscounts of both
Government secured paper and “all other” were
responsible for an increase in total bill holdings of
$6,500,000. Total earning assets also shrank and
the same is true of deposits and the amount of
Reserve notes. Moreover, member banks’ reserve
account for the first time in several weeks was
sharply reduced. For the system there was a de-
cline of $42,000,000, to $1,918,468,000, and at
New York of $51,000,000, to $711,691,000. As a
result of these changes reserve ratios improved;
in the case of the group-there was an increase of
2.5%, to 76.1% and at New York of 0.89%, to
77.3%. Bankers generally regarded the statement

as an unusually strong one and portending complete
recovery from recent year-end strain.

Last Saturday’s statement of New York City
Clearing House banks and trust companies was in
line with general expectations, in that despite a
large addition to deposits, the banks were enabled,
with the aid of credits at the Reserve Bank, to bring
about the restoration of a surplus reserve. The loan
item declined $37,113,000. Net demand deposits
showed an expansion of $77,972,000 to $4,082,945,000.
This is exclusive of Government deposits amounting
to $63,576,000— a falling off in the latter item of
$66,795,000 for the week. Time deposits were
reduced $2,764,000 to $402,504,000. Other lesser
changes included a declin® in cash in own vaults

- of members of the Federal Reserve banks of $966,000,
to $59,012,000 (not counted as reserve); an increase
in reserves of State banks and trust companies in
own vault of $147,000 and a gain of $37,000 in the
reserve of these same institutions kept in other de-
positories. Member banks increased their reserves
with the Reserve bank $51,962,000, and this served
to counteract the enlargement of deposits and led
to an increase in surplus reserves of $42,106,580,
eliminating last week’s deficit and leaving excess
reserves of $5,093,640. The figures here given for
surplus are on the basis of reserves above legal re-
quirements of 139, for member banks of the Federal
Reserve System, but not including cash in own
vaults to the amount of $59,012,000 held by these
banks on Saturday last.

The Federal Government withdrew $78,000,000
from local depositaries. Transactions in stocks on
the New York Stock Exchange averaged about 1,000,-
000 shares a day. Further large bond offerings were
brought out, notably the $50,000,000 Cuban Govern-
ment 514s, the $100,000,000 6s and $50,000,000 de-
bentures of the Anaconda Copper Mining Co. Still
the local money market continued extremely easy.
Call money was easily obtainable at 3149, and 4149
while 414@4349%, was the range for time funds.
Small all-industrial loans, even for 90 days, were ne-
gotiated at the former rate. Reports regarding in-
dustry and trade continued favorable in the main.
It was even said that the United States Steel Corpora-
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tion was operating at about 88149 of capacity.
This was a new high record since the beginning of the
upturn following the period of severe depression.
The latest statements of car loadings by the railroads
reflected the offering still of a large volume of traf-
fic. As has been suggested before in recent weeks,
practically the only explanation that can be given of
the notable ease of the money market is that the
available supply of loanable funds is much larger
than is known or realized except by the large financial
institutions. That there is a great abundance of
money seeking investment was shown by the quick
resale of the three large bond issues referred to at the
outset, not to mention numerous smaller ones, and
also by the fact that the subscriptions to the latest
issue of Treasury notes were $250,000,000 in excess of
the $300,000,000 offered. While, of course, the for-
eign exchange market was disturbed considerably by
the French invasion of the Ruhr Valley, the local
money market was not affected in the least. There
can be no basis for reports of American financingfor
Europe until the German reparations question is
actually settled.

Dealing with specific rates for money, call loans
this week covered a range of 314@49,, as against
315@5% last week. For the first half of the week,
that is, Monday, Tuesday and Wednesday, rates
were virtually fixed at 49, high, 3149, low and a
renewal basis of 49, on each of the three days.
Thursday a single quotation of 49, was recorded,
this being the high, the low and the ruling figure.
On Friday there was no change, and renewals were
again negotiated at 49,, which also constituted the
minimum and maximum quotations. The figures
here given apply to mixed collateral and all-industrials
without differentiation. For fixed-date maturities
the market remains quiet and easy, with sixty and
ninety days, four,. five and six months’ money
quoted at 416@434%, the same as a week ago.
Some loans for moderate amounts were made at
4149, for thirty days. No large individual trades
were reported in any of the maturities and neither
lenders nor borrowers took any particular interest
in the market.

Mercantile paper rates have not been changed from
415@434% for sixty and ninety days’ endorsed
bills receivable and six months’ names of choice
character. Names not so well known continue to
require 424@5%. Country banks were the chief
buyers. There was a fair demand for the best
names, but transactions were not large, as offerings
were limited in volume.

Banks’ and bankers’ acceptances continue at the
levels previously current, with the undertone steady.
Both local and out-of-town institutions were in the
market, but transactions in the aggregate were only
moderate. Offerings were not large. For call loans
against bankers’ acceptances, the posted rate of
the American Acceptance Council continues at 314%.
The- Acceptance Council makes the discount rates
on prime bankers’ acceptances eligible for purchase
by the Federal Reserve banks 414% bid and 4%
asked for bills running 30, 60, 90, and 120 days, and
4159, bid and 4149% asked for bills running 150
Open market quotations were as follows:

SFOT DE[(:)LV;'J;?;;;': %0 5.
Prime eligible bills. oo oo 415 @4 44 @4
FOR DELIVERY WITHIN THIRTY DAYS.

Eligible member banks
Eligible non-member banks

30 Days.
15 @4

434 bid
4% bid
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There have been no changes this week in Federal
Reserve Bank rates. The following is the schedule
of rates now in effect for the various classes of paper
at the different Reserve Banks:

DISCOUNT RATES OF THE FEDERAL RESERVE BANKS
IN EFFECT JANUARY 19 1923.

Discounted bills maturing
within 90 days (incl. mem-
ber banks® 15-day collateral
notes) secured by— Agrical-
Trade (iural and
accep~ |Moe-stock
tances paper

maturing maiurisg
within (91 to 180
80 days days

Bankers®
accep-
tances

Federal Reserse
Bank of[—

Treasury

notex and  U. 8.
ceritfi- | donds
cates of | and secured
indebt- | Victory and
edness | motes ed,

Other- |a
wise

Jor
member
banks

Philadelphia.
Cleveland...
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Sterling exchange price levels reacted to the dis-

turbing elements of the European political situation,
but only to a moderate extent, and values were on
the whole well maintained; although nervousness
and. hesitancy were in evidence at times, with a
tendency to irregularity. Trading, however, was so
restricted as to make quoted rates practically mean-
-ingless as an index to actual conditions. Fluctua-
tions, as a matter of fact, were largely a reflection
of movements in London, which continues a domi-
nating factor in the shaping of local market opinion.
During the early part of the week the undertone was
fairly steady and demand ruled at a fraction above
4 67, on light offerings and buying for speculative
account. Later on rumors of possible complications
arising from German resistance to France’s seizure
of the Ruhr district, threatened deadlock in the nego-
tiations with the British Debt Funding Commission
and reports of renewed Turkish unrest, with less
likelihood of speedy settlement of the important
issues under consideration at the Lausanne Peace
Conference, all combined to depress sentiment, and
the result was to bring about a lowering of about
314 cents in the pound to 4 6314, although before
the close there was a recovery to 4 665%. Buyers
took fright and promptly withdrew to await the turn
of events and the market settled down to*await
developments.

Bankers showed even more than the customary
division of opinion as to the probable course of sterling
—the events of the past few days having totally
upset calculations. For a while danger of a fresh
outbreak of hostilities between France and Germany,
reports of renewed trouble between Poland and
Russia, mutterings from the Balkans and last, but
not least, the seeming failure of any satisfactory
adjustment of reparations difficulties, aroused acute
uneasiness. At the extreme close, however, London
sent higher quotations, presumably on improvement
abroad, and, while nothing tangible in the form of
settlements of any kind was reported, a better tone
prevailed and there was a recovery to 4 67 for de-
mand, though with very little business being done.

With regard to quotations in greater detail, sterling
exchange on Saturady last was slightly easier and
there were declines to 4 67@4 6714 for demand,
4 67{@4 671% for cable transfers and 4 6474@
4 6514 for sixty days; trading, however, was restricted
in volume. On Monday rates ran oif sharply on un-
favorable news from abroad, so that further losses
took place, which carried demand to 4 6514@4 6714,
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cable transters to 4 6634@4 6754 and sixty days to
4 64@4 6514. Irregularity prevailed on Tuesday .
and prices moved down to 4 6534@4 66 9-16 for de-
mand, 4 652¢@4 66 13-16 for cable transfers and
4 6314@1 64 7-16 for sixty days. Wednesday’s mar-
ket was adversely affected by unsettling foreign news
and less favorable prospects for an agreement with
the British Debt Funding Commission and demand
bills. declined to 4 6414@4 6514, cable transfers to
4 6424@4 6514 and sixty days to 4 6234@4 6314;
the volume of business transacted was small. Dul-
ness characterized dealings on Thursday and there
was a further lowering to 4 6314 @4 6525 for demand,
4 6315@4 65% for cable transfers and 4 6114@
4 6314 for sixty days. On Friday the undertone
was stronger, and demand bills recovered to 4 6514 @
4 6624, cable transfers at 4 6615@4 66%% and sixty
days at 4 6314@4 6414. Closing quotations were
4 6414 for sixty days, 4 6634 for demand and 4 6655
for cable transfers. Commercial sight bills finished
at 4 6614, sixty days at 4 6324, ninety days at 4 63,
documents for payment (sixty days) at 4 6334 and
seven-day grain bills at 4 6535. Cotton and grain
for payment closed at 4 6614.

While gold is reported as in transit, actual arrivals
were relatively small, being only about $20,000 on
the Dochet from Constantinople. A consignment
of fine bar silver valued at $20,142 was received
from Germany on the Mount Clinton. Yesterday
the Cunard liner Samaria brought $2,500,000 in
gold bars from England, while it was reported
$125,000 gold has been withdrawn for shipment
to England.

The extraordinary slump in German marks proved
the outstanding feature of the week in Continental
exchange and attention centred upon the wild
gyrations of Reichsmarks almost to the exclusion
of everything else. Opening at 0.009614, there
was a loss of 21 points on reports that Germany
was planning military resistance, which created a
state of semi-panic in some quarters and attempts to
sell marks on the part of foreign holders were re-
doubled. Large amounts of German currency were
time and again frantically thrust upon a market
completely unable to withstand the pressure of so
severe an onslaught and prices tumbled repeatedly
until quotations reached a point that rendered the
movement of interest merely from an academic
standpoint. Successive new low records were estab-
lished on five consecutive days of the week, carrying
the mark down from 0.0071 on Monday to 0.0059
on Tuesday, 0.0048 on Wednesday and 0.0043 on
Thursday, which is 23,000 to the dollar. This repre-
sents a decline since the turn of the year of approxi-
mately 100 points. In Germany it is stated that
the phenomenal break has been responsible for
scarcity of currency, serious wage troubles and ad-
vancing prices. Reports of political tension likely
to cause the overthrow of the Cuno Government and
hints of a scheme having for its object the establish-
ment of the Ruhr Valley and the Rhineland as a
separate republic were not liked. Transactions on
the decline, so far as local interests were concerned,
were exceptionally light, none being found willing
to risk purchases or marks even at the sensational
concessions now offered, under present. abnormal
conditions. Yesterday mark exchange steadied and
there was a recovery to 0.0063, but this was a
natural reaction from a too rapid decline, rather than
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an indication of improvement in the general situation.
While no one doubts that eventually the German
situation will be settled, it is well nigh impossible to
venture upon a prediction as to when or how this is
to be accomplished. The opinion is practically
unanimous that it will involve much time and effort;
hence frequent and severe fluctuations are to be
expected.

French exchange, on the other hand, held up
remarkably well, all things considered, and the
quotation hovered around 6.97@6.74 until Wednes-
day, when there was a drop to 6.53 on news of the
uncompromising attitude of the Germans toward
the French occupation, though subsequently recover-
ing to 6.69. Trading, except for foreign account,
was practically suspended during the greater part
of the time. Later in the week the whole market
steadied perceptibly, and although movements were
still too erratic to permit of any increasein activity,
price levels were advanced on a more or less general
belief that the outlook had been less threaten-
ing. News of the speedy collapse of the attempted
German general strike, coupled with rumors on
Thursday that Italy had opened negotiations with the
British authorities with a view to inducing another
attempt at solution of the reparations problem,
tended to restore a measure of confidence and there
were recoveries of from 10 to 15 points before the
close. Other noteworthy developments of the week
were the weakness in Czechoslovakian crowns.
Financial conditions in Austria have improved and the
krone has remained virtually unchanged for the last
two months or more. Currency inflation has been
halted and a stop has been put to speculative opera-
tions; with the result that a great deal of foreign
currency held in Austria, principally that of Czecho-
slovakia, has been released. Italian lire have ruled
steady at or near 4.95, with transactions small, while
Greek drachma were well maintained, though in
neglect.

The London check rate in Paris closed at 69.85,
against 66.65 last week. In New York sight bills
on the French centre finished at 6.65, against 7.01;
cable transfers at 6.66, against 7.02; commercial
sight bills at 6.63, against 6.99, and commercial
sixty days at 6.60, against 6.96 last week. Antwerp
francs closed the week at 6.0414 for checks and 6.03
for cable transfers. A week ago the close was 6.4115
and 6.4214. Closing quotations for Berlin marks
were 0.0060 for both checks and cable remittances,
in comparison with 0.0098 a week earlier. Austrian
kronen remain unchanged at 0.0001415 (one rate).
Lire finished at 4.8314 for bankers’ sight bills and
4.8414 for cable transfers, as against 4.97 and 4.98
last week. Exchange on Czechoslovakia closed at
2.82, against 2.87; on Bucharest at 0.54 against
0.48; and on Finland at 2.48, against 2.48. Polish
currency suffered in sympathy with the German
mark and broke to still another new low record,
this time to 0.00031, a loss for the week of 18 points,
rendering the quotation purely nominal. Greek
exchange finished at 1.16 for checks and 1.21 for
cable transfers, against 1.20 and 1.25 a week ago.

In the former neutralfexchanges, the trend was
sharply downward and material losses were suffered

in Dutch and Swiss currencies. Scandinavian ex-
change moved irregularly with Copenhagen remit-
tances conspicuously weak. Spanish pesetas also
lost ground, to the extent of more than 15 points,
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Trading, except where selling for German account
was in progress, was narrow and devoid of especial
feature.

Bankers’ sight on Amsterdam finished at 39.53;
against 39.59; cable transfers at 39.62, against 39.68;
commercial sight at 39.48, against 39.54, and com-
mercial sixty days at 39.17, against 39.23 last week.
Final quotations for Swiss francs were 18.68 for
bankers’ sight bills and 18.70 for cable remittances,
in comparison with 18.89 and 18.91 a week ago.
Copenhagen checks closed at 19.28 and cable trans-
fers at 19.32, against 20.01 and 20.05. Checks on
Sweden finished at 26.86 and cable transfers at
26.90, against 26.90 and 26.94, while checks on
Norway closed at 18.66 and cable transfers at 18.70,
against 18.68 and 18.72 a week earlier. Spanish
pesetas finished at 15.57 for checks and 15.58 for
cable transfers. A week ago the close was 15.72
and 15.73.

FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE
BANK TO TREASURY UNDER TARIFF ACT OF 1922,
JAN. 13 TO JAN. 19 1923, INCLUSIVE.

Noon Buying Rate for Cable Transfers in New York.
Value in United States Money.

Jan.19.

Country and Monetary Unit.|————

Jan, 13. Jan. 17.

Jan. 15.

Jan. 16.

EUROFE—
Austria, krone.
Belgium, franc
Bulgaria, lev
Czechoslovakla, krone. ...
Denmark, krone
England, pound sterling..
Finland, markka
France, franc... ... .
Germany, reichsmal
Greece, drachma.
Holland, guilder
Hungary, krone

S B S
.000014| .000014/ .000014
.0632 L0620 062
.006833| .006886| .
.028672| .
.2000

Spain, peseta. ...
Sweden, krona
Switzerland, franc
Yugoslavia, dinar*

1883 | 1881 | .
010215 .010065] .

7477 7458
7469 7450
7223 7209
7517 7483
5359 5340
5244 5229

5413
5271
3144
4878
5413

090451
99975

1490313
987969

.8464
1139
1300
8488

ASIA—
China, Chefoo tael
‘“ Hankow tael
24 Shanghal tael
“  Tientsintael
Hongkong dollar_.
Mexican dollar
Tlentsin or Pely
5421

Yuan dollar .5300

India, rupee
Japan, yen.....
Singapore (S. S.
NORTH AM
Canada, dollar
Cuba, peso..
Mexico, peso
Newfoundland, dollar.__.
SOUTH AMERICA—
Argentina, peso (gold) ...
Brazil, milrels.__
Chile, peso (paper;
ITruguay, neso. . .

* 4 kronen equal 1 dinar.

As to South American quotations, the situation
remains without important change. Closing rates
on Argentine checks were 37 and on cable trans-
fers 3714, against 37.80 and 37.90, while Brazil
finished at 11.45 for checks and 11.50 for cable
transfers, unchanged. Chilean exchange was easier
and closed at 1314, against 13.78, with Peru at 4 15,
against 4 19, the previous quotation.

Far Bastern exchange was firm, so far as Chinese
currency is concerned, on advances in the price of
silver. Indian exchange also scored a fractional ad-
vance, being now at the highest level since October
1920. It is claimed that the resumption of offerings
of rupee bills for tender in London is designed largely
for the purpose of maintaining the rate at present
levels, which is not far from the pre-war quotation.
Hong Kong closed at 54@5414, against 53}6@53%;
Shanghai, 7314 @73Y4, against 7234 @73; Yokohama,
4874@4914 (unchanged); Manila, 50%4@¥50%% (un-
changed); Singapore, 5434{@55 (unchanged); Bom-
bay, 313{@32, against 31%@31%4, and Calcutta,
3134 @32, against 3125@31%4.

989403
09925

489792
987031

8424
L1137
1277
.8468

.089021
099375
490313
086797

8417

091486
9990
4900
08875

990764
99925
48875
987969

8532

991178
099688
488719
989063
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New York Clearing House banks in their
institutions have
result of the cur-

The
operations with interior banking
gained $4,622,100 net in cash as a
rency movements for the week ending Jan. 18.
Their receipts from the interior have aggregated
$5,187,100, while the shipments have reached $565,-
000, as per the following table:

CURRENCY RECEIPTS AND SHIPMENTS BY NEW YORK BANKING
INSTITUTIONS.

Into
Banks.

Gain or Less

Week ending January 18. Banks. 1o Banks.

Qut of ‘
$565,000/Gain  $4,622.100

Banks' interior movement $5,187,100

As the Sub-Treasury was taken over by the Fed-
eral Reserve Bank on Dec. 6 1920, it is no longer
possible to show the effect of Government opera-
tions on the Clearing House institutions. The Fed-
eral Reserve Bank of New York was creditor at the
Clearing House each day as follows:

DAILY CREDIT BALANCES OF NEW YORK FEDERAL RESERVE BANK
AT CLE.-\RIN(:- HOUSE.

Saturday, | Monday, | Tuesday, ll’alll(sfl'(/.' Thursday,| Friday,
Jan. 13. | Jan. 15. | Jan. 16. | Jan. 17. | Jan. 18.'| Jan. 19.

Aggregate
Jor Week.

$ s S S S S s
62,000,000{75,000,000165,000,000!74,000,000 58,000,000169,000,000lCr. 403,000,000

Note.—The foregoing heavy credits reflect the huge mass of checks which come
to the New York Reserve Bank from all parts of the country in the operaticn of
the Federal Reserve System's par collection scheme. These large credit balances,
however, show nothing as to the results of the Reserve Bank's operations with the
Clearing House institutions. They represent only one side of the account, as checks
drawn on the Reserve Bank itself are presented directly to the bank and never
go through the Clearing House,

The following table indicates the amount of bhul-
lion in the principal Buropean banks:

January 18 1923.
Banks of— LS
Gold. l Silver. Total.

January 19 1922.

Gold.

£

128,444,198
11,200,000 154,248,234

611,500, 50,381,350
2,369,000, 13,313,000
24,878.0001125,436,000
2,974,000/ 36,901,000

628,000/ 51,125,000
1,631,000/ 12,294,000
4,330,000, 26,340,000
15,257,000
12,882,000
8,115,000

£ £ £
England . (127,491,357, 127,491,357/128,444,198
France a__(146,833,399| 11,560,000 158,393,3990(143,048,234
Germany .| 50,110,580/ 7,259,150/ 57,369,730, 49,769,850
Aus.-Hun. | | 13,313,006/ 10,944,000
Spain __._ 126,785,000/100,558,000
Italy ,241, 3,04 | 38,272,000| 33,927,000
Netherland] 48,482,000, 682,000, 49,164,000 50,497,000,
Nat. Belg.| 10,757,000[ 2,251,000/ 13,008,000, 10,663,000
Switzerl " d| 21,499,000( 4,145,000 25,644,000| 22,010,000)
Sweden.._| 15,219,000 15,219,000{ 15,257,000
Denmark | 12,681,000 12,929,000| 12,685,000,
Norway ..| 8,115,000 8,115,000/ 8,115,000

Total week|588,372,336| 57,331,150/645,703,486/585,918,282 48,818,500/634,736,782
Prev. week!588,211,593| 56,750,200/644,961,0931585,825.087 48,952,500|634,778,487

a Gold holdings of the Bank of France this year are exclusive of .(:74,573,757
held abroad.

WHAT ARE THE LIMITS OF NATIONAL OBLI-
GATION IN RENDERING AID TO CITIZENRS?

No more important question than this is before the

American people to-day. We have from time to
time discussed it in relation to concrete cases of Fed-
eral aid and have pointed out the necessity on the
part of citizens of considering the deeper aspects of
the whole question. The trouble is we are proceed-
ing with rapid strides into the field of Federal aid
without any national policy and thereby unwittingly
establishing numerous precedents at variance with
our historic traditions and fundamental philosophy
of government. If our Government is to open the
National Treasury to aid groups of citizens in their
struggle with the laws of Nature or against economic
conditions brought about by the influx of diseases
and pests or through world-wide movements of
trade and commerce, let us study the question as a
whole and develop a national policy of Federal aid.

The simplest illustrations of Federal aid are found
in the field of agriculture and forestry, though by no
means confined to them. Diseases and pests in great
variety have come into the country within recent
years and are destroying vast quantities of property,
are limiting the annual output and making it more
difficult and more expensive to produce a normal
yield. It may be said that practically every plant

and animal of commercial value are more or less
menaced. There is the boll weevil destroying hun-
dreds of millions of dollars worth of cotton every
year; the sweet potato weevil, menacing the sweet
potato industry in the South; the mosaic disease, at-
tacking the roots of the sugar cane; the wheat rust,
destroying millions of bushels of wheat and barley in
the West; the corn borer, doing tremendous damage
to the corn crop ; the white pine blister, menacing the
entire white pine forests of the country; the cattle
tick, capable of transmitting a deadly disease to the
cattle industry of the South ; the hog cholera, making
it unprofitable to breed hogs where the disease is
prevalent. These are just a few examples mentioned
at random. What should the Federal Government
do about them? i

It must be remembered that the Federal Govern-
ment is not a super-Government, but a: Government
with delegated powers. It was unquestionably the
theory of its founders and the prevailing doctrine of
all parties up to recent times that the main reliance
of the citizen in seeking the protection and assist-
ance of Government for his ordinary needs, would be
placed in the State and county Governments. In the
early days of the Republic these local Governments
were possessed of importance and dignity. The Fed-
eral Government was considered to be the instru-
mentality for dealing with great national questions,
such as national defense and foreign affairs. In
each of the States there is a Department of Agricul-
ture, and the county organization has a peculiar and
intimate contact with its agricultural interests. Yet
we witness the very strange phenomena of these very
Governments petitioning the Federal Government to
come to their assistance.

There are also a great many demands made upon
the Federal Government from what is sometimes
called the social uplift movement. This is largely
in the domain of welfare work, the most recent and
striking example of which was the enactment of the
Maternity Act by Congress whereby the Federal Gov-
ernment has entered a field of work which can only
be justified by predicating a radical change in the
doctrine of the relation of the national Government
to the States and to the individual.

On the question of performing services with the
purpose of aiding the citizens to overcome a given
condition there are three phases to be considered:
First, research and investigation to determine a suc-
cessful and economical method; second, the estab-
lishment of measures of control ; third, putting into
effect measures of eradication. If there is warrant at
all for Governmental assistance of any kind it would
seem to be a sound doctrine that the Federal Govern-
ment should limit itself to the first, that is, to re-
search and investigation. This would put upon the
national Government—in co-operation with the
State Governments—the scientific work only. The
results of these investigations could be spread broad-
cast in the form of bulletins. This has been the tra-
ditional practice heretofore. But now the Federal
Government in many cases is going beyond the scien-
tific work into the realm of control and eradication.
This is beyond peradventure the danger line which
should never be crossed. Once the Federal Govern-
ment begins to do for the citizen what he should do
for himself, either individually or by co-operation
with his neighbors, or through his own local Govern-
ment, we have begun to sow the seeds which have in
them the germ which may destroy the very fabric of
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our dual system of Government. We have inherited
a system of local self-government which was wrought
out through centuries of struggle in England and
America for individual liberty and freedom of ac-
tion. In each generation this liberty has been care-
fully guarded from enemies without and enemies

* within. And now, after a world-wide economic cata-
clysm, does it not behoove us more than ever to guard
that sacred fire which our pioneer forebears im-
planted on these shores?

A wholesome example of private initiative recently
came to our notice which bears directly upon this
question. The American Cotton Association has an-
nounced that it has employed one of the foremost
scientists in the country to head a group of investiga-
tors who will endeavqr to work out ways and means
to combat the boll weevil-—and this notwithstanding
the fact that the Federal Government has for 3
years been engaged in similar investigations in an
attempt to discover some way to eradicate this pest.
Now, that seems to us the normal American way to
handle this situation. All of these control and eradi-
cation questions involve private property, and the
work of the Government, where successful, inures
not to the benefit of the public Treasury, but to the
owners of the property involved. The common dan-
ger attending a continuation of the movement should
constitute a sufficient motive to impel our whole
citizenry to combat the growing evil.

MONEY IN ITS FUNDAMENTAL RELATIONS.
Macmillan has brought out a book giving an ac-
count of the fortunes of the world’s monetary system

during and since the war which is of special interest.*
It is by Dr. Gustav Cassel, the distinguished Swedish
economist prominent in all the recent financial con-
ferences, Chairman of the Allied Commission of
financial experts, and at present reported to be in
Moscow to counsel Russia in her financial extremity.

He writes with the purpose of setting before the
pub.ic the fundamental facts about money, which
are not always understood, and are of permanent
value and of constant application. Instead of theo-
rizing, he takes advantage of the series of rapid
financial movements resulting from the war. Begin-
ning with 1914 he traces their relations to money and
the varying and serious but constantly unrealized
results which have been so powerful and so often de-
structive in the economic world. Historically the
period covered by the book was short, but events
moved rapidly and were in general vitally important,
and the material is abundant. This is treated in
numerous short chapters covering a variety of inci-
¢onts. We can only deal with a few of these, suffi-
cient to show the author’s method and the value of
i+ suggestions.

The first event, and one of the most significance,
was the almost universal abandoning by the bel-
ligerents of the gold standard, and the issue of paper
currencies having no relation to one another.
Whether the gold standard was formally abolished,
or not, is unimportant; it is abandoned when the es-
sential conditions are destroyed. Kconomically it
means a fixed rate of free exchange between a given
amount of gold and a given amount of the currency.
When free transfer and free smelting are not open to
all holding currency or gold, the gold standard
ceases. For one reason or another, redemption of

#Money and Foreign Exchange After 1914, by Gustav COassel. Macmillan
Co.
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notes was restricted or refused, and the effort made
to accumulate gold in reserve; it was gathered as a
sacrificial patriotic service of the people, and its ex-
port prohibited or made difficult. Markets were at
once thrown into confusion, currency lost its value,
and exchange was demoralized.

An unusual phenomenon soon appeared. Ior rea-
sons of its own the Riksbank of Sweden, considering
its reserve ample for all possible need, in February
1916 declined to receive further gold for coinage.
This was to exclude foreign coinage. In this, how-
ever, it was only imperfectly successful, as the gold
reserve continued to increase. Within a year a con-
ference had to be held with Norway and Denmark
at which in self-defense all three countries agreed in
united action against free transfer of gold, and set-
tled into an exclusive paper currency which took the
usual course; and at the end of the war they found
themselves saddled with an inflated paper currency,
a load of idle and unprofitable gold held in reserve,
and a mass of foreign securities taken in exchange
for goods involving enormous losses because of the
fall of exchange.

Meanwhile in Europe gold had disappeared from
circulation, almost all the belligerent nations were
burdened with a constantly increasing volume of
their own paper, and the United States was at the
close of the war the only country where gold stood
at a level by itself, its value determined by the dollar.
After the outbreak of the war an extraordinary
amount of gold appeared in the world’s markets, while
the demand was limited to such sums as the central
banks and exchequers of the neutral States, the
United States and Japan might choose to accept for
increasing their gold reserves. It is estimated that
something like 2,000 million dollars of gold must
within eight years have been withdrawn from the
gold that was pl'eviouély in circulation in the civil-
ized countries of the West. It has involved a com-
plete disintegration of the market for gold, with a
sharp fall in its value when measured by the level of
prices in the United States.

Dr. Cassel points out that irredeemable paper cur-
rency is only the secondary cause of the rise of prices;
the primary cause is the entrance of the Govern-
ments into the market as chief purchasers. Cur-
rency is issued to provide the means for this. The
gold reserve is emphasized to redeem this currency
and its rapid collection from the people is pressed
for this purpose. Meanwhile its withdrawal necessi-
tates more paper, which depreciates in value as the
quantity grows, and without any regard to the size
of the reserves. Paper thus becomes no acknowledg-
ment of debt, and has value only in inverge ratio to
its amount. It is long before the people realize this,
and it is to the interest of the Government to keep
them of this opinion. The printing press gives ‘the
Government extra purchasing power, and the height-
ened competition puts up prices. This creates the
need of still more currency. The public as a rule will
not hold more currency than it needs and there comes
a time when the people can no longer be beguiled.
The first step in reform is to see that they know the
sitnation. Long ago in several States the currency
had lost all value as the people would not exchange -
goods for it.

It is to be noted that the Austro-Hungarian bank
was early compelled to turn over all its reserve gold
to the German Reichsbank. This latter bank was
drawing heavily in all directions, with the result
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that, apart from its present reserve, which fell from
$607,000,000 at the time of the armistice to $260,000,-
000 in June 1921, the whole of the German domestic
circulation, plus what gold was accumulated during
the war, has been exported. As late as the spring of
1920 all the English private banks had to hand the
rest of their gold to the Bank of England. It was
needed by the Government for payment on purchases
made in foreign markets.

Dr. Cassel devotes a chapter to popular misconcep-
tions which will be interesting reading, but when a
party has gone off the main road and over a precipice,
while there may be many suggestions as to how and
why it happened, the obvious fact is first that they
have reached the end of their self-sufficiency and need
help ; and then that the initial and real cause of the
mishap be discerned, and dealt with. It is suffi-
ciently clear that certain European States have
reached this condition. They have issued so much
currency that it has become worthless and no one
wants it. In its course a vast amount of goods has
been given in exchange for it; the goods have been
consumed, or passed away, and the currency repre-
sents an immense loss which has already occurred
and cannot be restored. When that stage is reached
the currency, like the smashed up motor, has to be
abandoned. The nation must turn to other resources,
and obviously needs outside help.

Meanwhile the other nations are concerned for
themselves, for all are off the accustomed road. There
is no parity of exchange, they are all on a paper basis,
with the inevitable results before them.

The author points out that Deflation, which in sev-
eral cases has been tried, creates more trouble, it
breaks the market, arrests production and works
wide injustice. Nevertheless the continued flow of
new paper must be arrested, and a fixed basis of
values must be found.

The root of all the trouble in the estimation of the
author is militarism and the consequent excessive
and continuous Governmental expenditure. Amend-
ment must begin here. To secure stabilization, when
this competition of the Government in the market is
arrested, it is not necessary to seek it in the restora-
tion of pre-war prices. That may be remote, and for
the time, impossible. If any reasonable price-level
can be adopted even as high as 150 on the earlier
standard of 100, it is sufficient.

Parity of exchange could be based on parity as
now existing in the American dollar, especially if
that can be extended to include the pound sterling.
The United States, holding the large amount of gold
now here, and England being the established market
for gold and the accustomed financial centre of ex-
change, the basic rate and the established parity of
exchange would gradually avail in other lands, which
would make their separate adjustments possible, and
world-wide business could be conducted with confi-
dence.

The system will have to be organized with the as-
sistance of foreign countries and apart from State
authorities. The name and form of the local cur-
rency are of no consequence, its exchange value is the
important fact. For this the price level is important
and will be governed by the local policy as to credit.
When this is too free prices rise, and gold is driven
out. Price levels must be maintained in uniformity
with the world’s price level, and payments in gold

compel its continuance. The joining of America and-

England would make the value of gold uniform.

Then the banks could maintain it by exchange rates
and by prompt action in regard to credits. Expan-
sion or contraction in these if withheld till they have
to be violent causes reaction and destruction, but
credit in its ready use is the normal balance wheel.
In reconstruction this is the order that should be
maintained: Tirst, the purchasing power of the
currency must be kept on a level with that of gold.
Second, notes must be redeemable in gold. Third, a
certain gold reserve must be maintained. Revers-
ing this order is a common mistake. If the central
banks compete with one another to secure as large
amount of gold as is possible the value of gold is
forced up, which destroys its use as a standard.

The book closes with an earnest appeal not to be
deterred by the inevitable objections which arise
against any form of intelligent organized effort, but
to recognize that the banks and the Governments can-
not avoid exercising influence in monetary matters,
and that this influence is not more “natural” when
poorly thought out, or left to political motives, than
when linked in a chain of systematic endeavor to pro-
vide a rational solution of the mometary problem.
“All civilization represents one mighty effort of man
to overcome difficulties instead of allowing himself
to be passively ecarried away by them. At the pres-
ent moment the future of civilization rests in no
small degree upon this central will to canquer being
able to assert itself in the realm of money.”

LABOR’S CRY FOR STILL MORE—MISUNDER-
STANDING OF STOCK DIVIDENDS.
Some purveyors of industrial misinformation, us-
ing the title “the Labor Bureau, Inc.,” are sending
out comments upon recent developments in business.

This review, addressed to labor unions, says that the -
economic position of organized labor is becoming
stronger but serves notice that labor will demand
that employers share their prosperity with employ-

ees. There was in December, we are told, a greater
advance than in the previous eleven months in indus-
trial and commercial activity, with a decrease in the
number unemployed and an upward trend in wages.
But these changes do not satisfy, for as an offset it is
noted that living costs have somewhat increased, and
the correct deduction is drawn tLat “the buying
power of wages has therefore been to that extent re-
duced.” This should be an encouraging recognition
of the primary economic fact that the substance of
wages is their buying power and not their tale of dol-
lars, but the reviewer is dissatisfied, and with the old
notion of antagonism of interests still fixed in his
mind he says:

“The protracted withdrawal of consumers from the
markets, which helped precipitate the recent depres-
sion, necessitated an unusual quantity of buying as
s0on as prices came down. This banked-up demand
has been a considerable factor in the recovery of the
last six months. If prices advance much higher,
however, consumers may again withdraw from the
market and the revival will be checked.”

It is true that prices reached a peak, and (as with
the ocean tides) there came a slack, and then some
ebb, and so, according to a natural law, buying was
cut nearer to immediate needs, but reacted again
somewhat as prices sank. This is intelligible and was
inevitable, but is there an intended threat in the hint
that consumers may again hold back if prices are not.
kept down? If those who may withdraw from the
market ‘are “the workirng classes”—the organized
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workers who are only a small fraction of the whole
people, yet imagine themselves the Atlas who sup-
ports the world—the same were considerably influen-
tial in running commodities upward during the silk-
shirt time when many were looking for high prices
and, of course, found them.

It is entirely true that abundance and lower com-
modity prices are for the interest of everybody, union
members included; but those members, long mis-
taught by their leaders, still demand that all other
prices, reckoned in dollars, shall come down while
labor, also reckoned in dollars, shall stay up or even
mount higher. “The two chief obstacles to a pro-
longed period of business prosperity,” says the re-
viewer, would be “rapidly increasing prices of com-
modities other than farm products, and failure to
recover from the sudden reduction in purchasing
power of the farming population from the high 1919
level ; last month a substantial rise in the prices re-
ceived by farmers for their products has partially
remedied their situation.”

This forecast of chief “obstacles” seems rather
nraddled, but apparently the reviewer’s notion of the
desideratum is a decline in all commodities except
farm products and an increase in what the farmer
receives; labor has long been trying to cajole and
practically unionize the farmer, and this review says
his condition has been improved by a substantial rise
in the prices received by him. But the reviewer is

oblivious to the fact that while the farmer has had
to take more than his proper share of deflation, what
he really needs is lower prices for the things he must
buy; as the “Chronicle” has already put it, his trou-
ble is as if he had to allow his products to be meas-
ured with a long yardstick and the things he receives

in exchange to be measured with a short one. The
thing to which that short measure is most and worst
applied, to his detriment, is labor—not merely the
labor he directly hires, but that which is the largest
factor in the cost of the commodities that he, and all
of us, must purchase and consume.

Yet the main contention of this document is not
merely the perpetual complaint that labor is not get-
ting its fair share, but that industrial production
can afford to pay higher wages than the present
scale. As conclusive support of this claim, the re-
viewer cites the recent large declarations of stock
dividends, asserting that “the stock dividend is a
pblic recognition of the fact that immense surplus
earnings of the past, arising out of the co-operation
of all persons involved in industry, are to be regarded
.as the property of the stockholders and are to be the
basis of future dividends.” But he either purposely
passes over or is unaware of several facts in the mat-
ter of such dividends: one is that they do not neces-
sarily represent recent profits or even war profits;
that most generally they are the result of the transac-
tions of many years, and usually have a real surplus
as their nucleuns; that the correctly-uséd expression,
“the co-operation of all persons involved” justly
means that the stockholders rendered aid beyond
risking their moneyed contributions and did not
lessen their right to their share in profits by pru-
dently choosing to strengthen the business (or, pos-
sibly, to carry it through times of struggle) by add-
ing to surplus instead of dividing in cash. Nor does
it follow that these stock dividends are for the pur-
pose of filching from either consumers or labor.

This reviewer may have been moved by the recent
outbreak of Senator Brookhart, but if he had care-
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fully studied the matter he would have seen that
stock dividends add absolutely nothing to the value
of a shareholder’s interest in a property. “The exist-
ence of this additional claim of the stockholder,”
proceeds this reviewer, “makes it more difficult for
labor to secure its fair share of the income of indus-
try.” There he is again—on the stolid contention
that labor does substantially all and should therefore
take substantially all. “The present flood of stock
dividends,” he says, “is proof that there was no eco-
nomic necessity for the wage-reduction campaign of
1920 and 1921, and that by the use of surplus reserves
for wage payments most wage cuts might have been
avoided.” The effrontery of this suggested use of
surplus is admirable in its kind.

The fact is, capitalization has nothing to do with
the income of an industrial corporation any more
than it has with determining the transportation rates
of a railway carrier. Increasing the stock of a com-
pany by stock dividends does not in any way increase
the earnings of the company, nor add a penny to its
earning capacity. If a company has been earning
$80,000 a year on $500,000 stock and as a consequence
has been paying cash dividends of 16% per annum,
the payment of a stock dividend of 300%, raising the
amount of the outstanding stock to $2,000,000, does
not change the earning status in the slightest degree.
There is no magic power in stock dividends as re-
spects the creation of earnings, and these will grow
only as the business develops. There will still be the
same $80,000 for distribution, and the company will
now be paying 4% on $2,000,000 instead of 16% on
$500,000. The stockholders will have four shares of
stock where previously they had only one, but in the
aggregate they will receive no more on the four shares
than they were before receiving on the one share.
And that is all there is to the whole transaction.

But should labor be now relieved from deflation
and even be started upward anew ? This, after all, is
the important question and a most timely and press-
ing one. It would be both negligent and unsafe not
to observe and measure the determination of union-
ism to reinflate labor while still foolishly demanding
that the products of labor must not go higher. The
attitude assumed is no less antagonistic and threat-
ening than it used to be, and the most striking evi-
dence is that, while the shortage of labor (especially
of the more “common” sort) is one of our worst pres-
ent hindrances and business organizations have one
after another been protesting against the defects of
our immigration laws and rulings, organized labor,
clinging to its ancient restrictive folly, is determined
to block the efforts now making in Congress to cor-
rect that situation.  No, our national welfare—and
our ability to help our troubled neighbors in Europe
—require that we have more work done, greater abun-
dance attained, and (as almost indispensable) more
laborers to do it.

THE COAL SITUATION AND THE PROPOSED
REPEAL OF THE MINERS’ CERTIFICATE
LAW IN PENNSYLVANIA.

Apropos of the coal situation, it is encouraging
to read that a member of the upper branch of the
Pennsylvania Legislature will introduce in the pres-
ent session a bill for repeal of the State statute
known as the Miners’ Certificate Law. This law of
1897 forbids working by any person in anthracite
mining unless he can produce a certificate attesting
that he has had two years’ actual experience in that
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industry; examining boards are appointed by the
courts in each of the eight districts, before whom can-
didates for certificates must appear, at sessions held
quarterly, and operators employing uncertified work-
ers are made liable to heavy penalties.

It cannot be denied that some plausible pleas can
be made for measures proposing to guard mining
against the chances of danger from inexperienced
men, to their fellow workers as well as to themselves,
but it can be justly urged that the required experi-
ence is needlessly long; the sources of danger, from
gases and otherwise, have long been known, and in-
vention has been directed to precautions against
them. While the two cases are not alike, there is a
resemblance between mining and railways, and in
the latter mechanical devices, such as automatic
brakes and signals, have made less positive the neces-
sity of long experience before men can safely work on
trains. Disaster carries its own penalties, every-
where, and thus puts a premium upon precaution; it
is probable that precaution is not yet exhausted in
mining, and every stimulus should be allowed to it.

On the other hand, such laws—and Indiana and
1llinois have similar laws—strengthen the union grip
on anthracite mining, and therefore have obvious ob-
jections. They have a parallel in the so-called full-
crew laws, whose real object was to compel railroads
to carry unnecessary trainmen on the payroll, but
whose argument and excuse was a simulated great
regard for the public safety. Overmanning, irregu-
larity of production, too short term of distribution—
these are among the causes of the fuel trouble which
hardly needed a special inquiry to discover them, so
plainly have they disclosed themselves; but while
there is no specific which will cure there is nothing
surer than that the mining industry cannot be left to

“the mercies (even to the covenanted mercies) of the
unions. The old and misused motto of unionism is
that “the injury of one is the concern of all”; but
union dogma in practice is that the injury of anybody
outside the union ranks (even of anybody outside of
some particular industry and union) is his own con-
cern and nobody else’s. The corollary is that remedy-
ing his injury is his own affair and he cannot trust
anything to the altruism of unions, for that begins at
home and extends no farther. If the American pub-
lic expects to have coal, the public must somehow or
other make sure that unmitigated and purblind self-
ishness has less power to prevent getting it.

THE HARVESTS IN 1922.

Measured by quantities and values, farm produc-
tion from the eropsof 1922 was quite satisfactory and
trade conditions throughout the country are being
benefited, especially in some sections where the re-
sults from the farm products of the previous year
had been so reduced, with values so far below those
of the standard prevailing at this time, as to cause
almost a disaster. Of some of the important crops
last year there were record yields, notably potatoes,
rye and hay. Corn, oats, wheat and rice made a good
return. In contrast with the low level of the preced-
ing year, production and values are both greatly im-
proved. The mass of crop production in 1922 ex-
ceeded that of 1921 by 8%, but erop prices on Dec. 1
1922 were 24 % higher than at the corresponding date
of the preceding year and the crop value of 1922 was
349, greater than that of 1921. Compared with some
of the earlier years, especially those of the war pe-
riod, when prices were greatly inflated and the de-
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mand was practically without limit, values are con-
siderably reduced, as was to be expected.

The final report for last year of the Crop Report-
ing Board of the Department at Washington has re-
cently been issued. The total value of the crops of the
United States for 1922 is placed by the Board at
$7,483,326,000. This contrasts with only $5,630,781,-
000 for the crops of the preceding year, but with
$8,998,820,000 for those of 1920. Cotton contributed
very largely to the increased value of farm products
last year, mainly owing to the higher price and the
value of the cotton crop of 1922 was greater than
that of 1920, even though production was 3,475,000
bales less last year than then. The farm value of
cotton on Dec. 1 last, the price at which the produc-
tion of 1922 is computed by the Department, is 23.8
cents per pound. This contracts s with only 16.2
cents per pound for the cotton crop of 1921 and 13.9
cents for that of 1920. The leading cereal crops, in
the main, were also somewhat higher in value for
the latest year as contrasted with the crops of 1921.
There is a large increase in the value of the corn crop
last year as compared with the crop of the previous
year and the increased value in this case is largely
due to a higher price, the latter being more than 50%
higher on Dec. 11922 than on the corresponding date
of the preceding year, according to the report of the
Department. Likewise as to wheat, there is an in-
crease in value, due mainly to higher prices for the
latest year, although the increase in the price of
wheat is not relatively so great as that indicated for
corn. Oats, barley and rye, the other three impor-
tant cereal crops, each shows greater value in out-
turn for 1922 than 1921 and each shows a somewhat
higher price for the latest year in contrast with the
price of the preceding year. There was last year a
very large yield of hay and the value of the crop was
greater than in the preceding year, when the yield
was considerably less. The crop of 1920 was some-
what smaller than that of 1922, but the price per ton
in that year was considerably higher, so that the farm
value for the hay crop for the year just closed was
somewhat under that of the earlier year. Likewise,
the yield of potatoes in 1922 was the largest on rec-
ord, but values were based on a-much lower level per
bushel than for either of the two preceding years.
Tobacco, another important farm product, shows a
good return for 1922, in part due to a somewhat high-
er range of prices for the latest year, in contrast with
the prices of both preceding years; for 1920 the pro-
duction of tobacco was larger than in 1922, and al-
though the price was slightly lower in the former
year, the farm value of the yield for that year was
greater than it was for 1922.

Wheat made a very good crop. The early indica-
tions for winter wheat were extremely satisfactory.
The April condition was 2.4 points better than that
of the preceding December 1921, although somewhat
under the average for ten years. The area abandoned
because of winter killing was 14.5% and this con-
trasted with a ten-year average of 10.4%. For the
crop sown in the fall of 1920 and harvested in 1921
the area abandoned by reason of winter-killing was
only 4.60, yet the winter wheat crop of 1920-21, with
a larger acreage than that of the crop of 1921-22, was
only slightly larger than the latter. The area aban-
doned due to winter-killing last year was 6,446,000
acres, the largest of any year, with the exception of
1917, since 1912. The area harvested last year was
42,127,000 acres. This contrasts with 43,414,000
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acres for the winter wheat crop of the preceding
year and with 40,016,000 acres for that of 1920. The
progress of the crop throughout the growing season
was quite satisfactory. Improvement was shown
throughout April, and bn May 1 the condition was 5.1
points higher, according to the report of the Agricul-
tural Department, than it had been a month earlier.
There was some slight deterioration during the suec-
ceeding months up to the time of the harvest, which
is customary at this period of the year, but no great
loss was experienced. The estimated yield varied
slightly throughout the growing season, but in the
final report it is placed at 586,204,000 bushels, the
yield per acre being 13.9 bushels. For the preceding
crop, that harvested in 1921, the yield per acre was
13.8 bushels and the harvest 600,316,000 bushels, and
for 1920 15.3 bushels per acre, with a total yield of
610,597,000 bushels.

Spring wheat also started well, and the outlook
was for a good yield in the earliest reports. The orig-
inal estimate of area was 18,639,000 acres, and the
June condition was 90.7%. With a yield of 13.3
bushels per acre, the crop was then placed at 247,
175,000 bushels. The original estimate of area was
too small, however, and the yield per acre was con-
siderably larger than in either of the two preceding
years, so that the final outcome of the spring wheat
crop of 1922 was very much larger than was at first
indicated and in excess of the crops of 1921 and 1920.
The July report placed the condition at 83.7% and
there was a slight increase in the yield indicated as
contrasted with the report of a month earlier. In

both the August and September reports a larger yield
per acre was shown, the harvest proving to be very
satisfactory, in marked contrast with the progress of
the harvest of the crop of 1921, when hot and dry

weather proved so disastrous. The final estimate of
spring wheat for 1922 was 14.1 bushels per acre.
This contrasts with 10.6 bushels and 10.5 bushels per
acre, respectively, for the two preceding years. The
area last year was 19,103,000 acres; in 1921 it was
20,282,000 acres, and in the preceding year 21,127,000
acres. The yield last year of spring wheat was 270,
007,000 bushels, and compared with 214,589,
000 bushels in 1921 and 222,430,000 bushels
for 1920.

The larger spring wheat crop in 1922 offset the loss
in winter wheat and the yield of all wheat was
larger than in the two preceding years—in fact, it
was in excess of six of the preceding ten years. The
aggregate wheat production was 856,211,000 bushels,
the area harvested being 61,230,000 acres and the av-
erage yield 14.0 bushels to the acre. In the preceding
year the area was 63,696,000 acres, the yield only 12.8
bushels per acre and the harvest 814,905,000
bushels.

In the early part of the season of 1922 it was
thought that the corn erop was going to be one of the
four or five three-billion crops. The original esti-

_mate of the area planted to corn for the crop of 1922
was placed at 103,234,000 acres, which contrasted
with 108,904,000 acres, the original estimate for the
preceding year. The condition of corn on July 1 was
placed at 85.1% of normal and this was slightly im-
proved during July, so that on Aug. 1 the condition
was 85.6%. Based on this situation, the crop at that
time, it was thought, would be 3,017,000,000 bushels.
The progress of the crop, however, during the re-
mainder of the growing and maturing season was not
quite so satisfactory. The final estimate places the
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acreage lower than the original estimate, at 102,428,
000 acres, and the yield at 2,890,712,000 bushels. The
area harvested for the corn crop of 1921 was 103,740,-
000 acres and the yield 3,068,569,000 bushels. The
yield per acre in 1922 was 28.2 bushels, and in 1921
29.6 bushels. In 1920 the size of the crop was 3,208,
584,000 bushels, this being the record corn crop. With
two such crops, values were materially reduced for
the yield of 1921, which at the farm on Dec. 1 of that
year was placed at 42.3 cents per bushel. On Dec. 1
1920 the price was placed at 67 cents per bushel. By
Dec. 1 1922 it had recovered to 65.7 cents per bushel.
These variations have made a considerable differ-
ence in the money value of the corn crop to the
farmer.

The yield of oats last year was somewhat larger
than in the preceding year, but reduced as compared
with the large yields in some of the earlier seasons,
such as 1917 and 1918, for example. The first esti-
mates for the crop of 1922 were for a slightly larger
crop than the harvest finally proved to be, although
the loss was not serious, there having been a consid-
erable reduction in acreage planted to oats last year,
as compared with both of the preceding years. The
1922 yield on 40,693,000 acres is 29.9 bushels per
acre; in the preceding year the yield on 45,495,000
acres was only 23.7 bushels per acre, and in 1920 on
42,491,000 acres it was 35.2 bushels per acre. Hence,
the variation in the crops of oats for these three
years. In 1922 it was 1,215,496,000 bushels; in 1921,
1,078,341,000 bushels, and the preceding year, 1,496,-
281,000 bushels.

The minor céreal crops showed some gain. Rye
wintered well, and while there was some loss in con-
dition in April as contrasted with the December 1921
condition, a larger yield on a larger area was indi-
cated than for the crop of the preceding year. Fur-
ther satisfactory progress was made during the grow-
ing season. The final estimate of the area planted to
rye for the 1922 crop was 6,210,000 acres, and the
yield per acre 15.4 bushels. This contrasts with
about 4,528,000 acres planted to rye for the crop of
1921, and 4,409,000 acres for the preceding year, and
a yield per acre for each year of but little more than
1314 bushels. Last year’s crop of rye was 95,497,000
bushels, while the yield in both preceding years was
only a little in excess of 60,000,000 bushels.

Barley showed some increase in production last
year, based chiefly on a larger yield per acre, the
area planted to that grain in 1922 being less than in
either of the preceding years. The yield per acre
last year averaged 25.2 bushels, and with an area of
7,390,000 acres, the yield was 186,118,000 bushels for
the crop of 1922. This contrasts with the preceding
year as follows: Average yield, 20.9 bushels; acre-
age, 7,414,000, and harvest, 154,946,000 bushels. For
1920 the acreage and yield were a little larger than
for 1922, while the yield per acre was 24.9 bushels.
For buckwheat last year the area was 785,000 acres,
and the yield 15,050,000 bushels, the average being
19.2 bushels per acre. Both area and yield were
somewhat larger than for either of the two preceding
years, though the difference was not very great. The
1922 crop of flaxseed was 12,238,000 bushels, which
contrasted with only 8,029,000 bushels, the product
of the preceding year. The yield of rice in 1922 was
41,965,000 bushels, as against 87,612,000 bushels for
the preceding year and 52,066,000 bushels for the
crop of 1920. In the following table the production
of the leading cereal crops is shown, a comparison
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for four years being included, besides which the high
record for each crop is shown:
CEREAL CROPS.

Total Previous

Department, | Department,
Produciton. 2

1022. 1921. Record.

Bushels. Bushels. Bushels. Bushels. Bushels.
2,890,712,000(3,068,569,000/3,208,584,000/2,816,318,000/3,124,746,000
--| 856,211,000| 814,905,000/ 833,027,000/ 968,279,000/1,025,801,000

1,215,496,000(1,078,341,000(1,496,281,000|1,184,030,000/1,592,740,000
-| 186,118,000} 154,946,000/ 189,332,000 147,608,000 228,851,000
95,497,000 61,675,000 40,49 1,000 75,542,000 91,041,000
15,050,000 14,207,000, 13,142,000, 14,295,000, 19,249,000
41,965,000 37,612,000, 52,066,000 41,985,000 42,790,000
12,238,000 8,029,000 10,774,000 7,256,000 29,285,000

Total . - -|5,313,287,0005,238,284,000/5,863,696,000!5,255,313,000/6,154,503,000

Department,
1920.

Department,
1919.

Production of these eight leading cereal crops was
only 75,003,000 bushels greater than in the preceding
year, and was actually 550,409,000 bushels under the
yield for the same crops for the season of 1920. As
contrasted with the record yield for these same eight
leading cereal crops, the production for 1922 shows
a decrease of 836,216,000 bushels. Of the other im-
portant food crops potatoes command first considera-
tion. The yield last year was the largest on record,
451,185,000 bushels. This was on an area of 4,331,
000 acres and the average production per acre was
104.2 bushels. The potato crop of 1920 averaged
110.3 bushels per acre, but the area harvested was
only 3,657,000 acres. The yield in 1920 was 403,296,-
000 bushels. In 1921 the area harvested was 3,941,
000 acres, but the yield per acre was only 91.8 bush-
els, so that the harvest was no more than 361,659,000
bushels. The farm price of potatoes last year dropped
to 58.2 cents per bushel because of the very large
yield; the year before it was $1 10 per bushel and in

1920 $1 14145. The farm value of the potato crop last [ ®

year, in consequence of the low price, was only $262,-
608,000, against $398,362,000 the preceding year and
$461,778,000 in 1920. The sweet potato crop last
year also showed a considerable increase, being 109),-
534,000 bushels, against 8,654,000 in 1921 and 103,
925,000 busbels in 1920. There has been a gradual
increase in area harvested of sweet potatoes each
year and last year it was 1,116,000 acres.

The 1922 crop of hay was 112,791,000 tons. The
preceding year it was 97,770,000 tons and in 1920
105,315,000 tons. There was cut to the acre last year
1.46 tons and in 1920 1.43 tons, but in 1921 the yield
was only 1.31 tons per acre, although the, area har-
vested in the latter year at 74,401,000 acres, was
about 600,000 acres larger than in 1920. The area
harvested last year was 77,050,000 acres. Of this,
61,208,000 acres was of tame hay, on which the yield
was 1.58 tons to the acre, or a total tonnage of 96,
687,000 tons; and 15,842,000 acres was of wild hay,
on which the yield was 1.02 tons to the acre, or a to-
tal of 16,104,000 tons.

Cotton started out unfavorably after prolonged
rains. The conditiou was somewhat better in May
than on the corresponding dates for the two preced-
ing years, but still below the ten-year average. The
condition figure May 25 was placed by the Depart-
ment of Agriculture at 69.6% of normal; this con-
trasted with 66% the preceding year and 62.4% on
May -25 1920. The growing crop made very poor
progress during the summer, and on Aug. 25 the con-
dition had deteriorated to such a degree that it was
placed at 57% and by Sept. 25 was further reduced
to 50% of normal. The crop suffered severely, as in
previous years, from the depredations of the boll
weevil. The injury in that way, particularly in the
important States of Georgia and South Carolina,
was very great. Picking progressed rapidly, and
though continued quite late in certain sections, was

completed much earlier than usual. The final esti-
mate in December placed the yield at 9,964,000 bales.
This is exclusive of linters, which may add 750,000 or
800,000 bales to the year’s output. For 1921 the yield
was 7,953,641 bales, exclusive of linters, and for the
preceding year 13,439,603 bales. The area at har-
vest for the 1922 crop is put at 83,742,000 acres,
which contrasts with 30,509,000 acres for the preced-
ing year and 35,878,000 acres for the cotton crop of
1920. The yield per acre last year was 141.6 lbs.,
as against only 12414 Ibs. the preceding year, and
178.4 1bs., per acre for the cotton crop of 1920. The
farm price of cotton on Dec. 1 1922 is placed by the -
Department at 23.8c. per 1b. This, contrasts with
16.2¢. in 1921 and 13.9c. per 1b. Dec. 1 1920. At these
figures the farm value of the cotton crop of 1922 is
$1,192,461,000; of 1921 only $643,933,000 and of 1920,
$933,658,000.

The violent fluctuations in prices, such as have
characterized the markets for most agricul-
tural products for a number of years past, have
been very unsettling and for the crops of 1921 caused
very serious losses. A comparison is given below
of the estimates made by the Government of farm
values for the five principal grain crops of the past
five years:

FARM VALUES ON DECEMBER 1.

1922. 1921. 1920. 1919. 1918.

$ $ $ s $
1,900,287,000/1,297,213,000|2,150,332,000|3,786,516,000(3,416,240,000
864,139,000| 754,834,000/1,197,263,000(2,080,686,000(1,881,826,000
478,548,000 325,954,000/ 688,311,000| 833,922,000|1,090,322,000
97,751,000/ 64,934,000| 135,083,000 178,080,000, 234,942,000
66,085,000f 43,014,000 76,693,000/ 100,582,000, 138,038,000

3,406,810,000/2,485,949,000'4,247,682,00016,979,786,00016,761,368,000

Here is a variation in the last three years for these
five cropsalone of from $921,000,000 to $1,762,000,000.
These five crops for the season of 1921 were valued
at $1,762,000,000 less than for the preceding year,
while the same five crops for the year 1922 show a re-
covery of $921,000,000. If cotton is included, more
than $290,000,000 in value was dropped from the
growth of cotton for the year 1921 as compared with
the preceding year, but for last year there is a recov-
ery as to cotton from the low valuation for 1921 of
nearly $550,000,000 in one year. Potatoes, with a
record crop the past year, tell a different story. The
value of the crop raised in 1921 was $63,000,000 less
than the crop of the preceding year and the bumper
crop of 1922 shows a further depreciation from that
raised in 1921 of $135,000,000, or 34.1%.

For the full five-year period the fluctuations have
been still wider. *Going back to the three years prior
to 1920, the depreciation since that time is seen to
have been enormous. In their relation to the value of
the five leading cereal crops in 1920 taken at 100.0%,
the same five crops for the three preceding years were
appraised respectively as follows: 1919, 164.3%;
1918, 159.2% and 1917, 155.5%. A loss in value from
160% to 58% in two or three years in the matter in-
volving such enormous sums and such widespread
and varied interests is naturally very serious. The
recovery of 1922 is only partial. The farm price of
corn is 55% higher for 1922 than for 1921 ; cotton is
479% higher; oats 35%; barley 26%; beans 40%;
flaxseed 469 ; tobacco 16% ; wheat 9% and rice 5%.
The noteworthy reduction in price in 1922 as con-
trasted with 1921 leaves potatoes 47% lower; sweet
potatoes are 129 lower; cabbage 47% ; apples 41%
and hops 65%. In the following table comparison is
made covering a series of years, for some of these
leading products:
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AVERAGE PRICES RECEIVED BY FARMERS AND PLANTERS.

1922.

Cents.
100.9
69.2

1919. | 1918. | 1917.

Cenis.

]
<
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ice
Sweet potatoes
per pound

B3 B =1 €D b £1 00 Oh O &
LW O=0o S

Tobncco ______ 19.9 21.2 14.7

The yield of some of the principal crops of the
country for a long series of years is subjoined :
CROPS OF WHEAT, CORN, OATS, POTATOES AND COTTON SINCE 1898.

Year. Wheat. Corn. Oats. Cotton .* Potatoes.

Bushels.
943,389,375
809,125,989
736,808,724
987,842,712
784,094,199
894,595,552
953,216,197
964,904,522

Bales. Bushels.
9,439,559(273,318,167
10,425,141/210,926,897
10,701,453|187,598,087
10,758,326 (284,632,787
10,123,686(247,127,880
13,556,841|332,830,300
11,319,860(260,741,294
13,550,760|308,038,382

Bushets. Bushels.
1899(Census) - - ,034,252|2,666,324,370,
1900 5(2,105 102,516
519,891
648,312
2.‘ 4,176,925
467,480,934
2, 707 993,540
735 260 970 2.927,416,091
634.087,000 2,592,320,000| 754,443,000| 11,581,329/297,942,000
664,602,000|2,668,651,000| 807,156,000( 13,828,846(278,985,000
737,189,000(2,772,376,000(1,007,353,000|110,650,961 376,537,000
683,349,607|2,552,189,630|1,007,129,447| | 389,194,965
635,121,000/2,886,260,000(1,186,341,000| 12,132,332|349,032,000
621,338,000/2,531,488,000| 922,298,000| 16,043,31 (292,737,000
730,267,000(3,124,746,000(1,418,887,000| 14,128,902|420,647,000
763,380,000(2,446,988,000(1,121,768,000| 14,884,801 |:
891,017,000(2,672,804,000{1,141,060,000| 15,067,247
1,025,801,000(2,994,793,000(1,549,030,000| 12,953,4903
636,318,000/2,566,927,000(1,251,837,000| 12,975,569
636,655,000(3,065,233,000/1,592,740,000| 11,911,896
921,438,000(2,502,665,000(1,538,124,000| 11,602,634 411 ,860, 1000
968,279,000/2,816,318,000(1,184,030,000/ 11,420,000|322,867,CC0
833,027,000 3,230,532,000(1,496,281,000| 13,439,603 403.296,000
814,905,000 3,068,569,000'1,078,341,000 ,953,641(361,659,000
856,211,000 2,890,712,000 1,215,496,000' 9,964,0001451,185,000

a These are the revised grain figures of the Agricultural Department issued after
the Census reported its results tor 1899, showing much larger totals than those
of the Department. b These are the revised grain figures issued after the Census
reported its results for 1909, showing smaller totals for wheat and corn than those
* These are our own figures of the commercial crop. d Esti-
mate of the Department of Agriculture and does not include linters, which would
probably add 900,000 bales to the total.

Indications of Business Activity

THE STATE OF TRADE—COMMERCIAL EPITOME.
Friday Night, Jan. 19 1923.

The dominant note in American trade is hopeful. In gen-
eral the feeling is optimistie, despite unsettled politics in
Europe, the grim outlook in the Ruhr valley, the new “low”’
for German marks, the hitch in the negotiations with Great
Britain as to its debt to the United States, a fear of a coal
strike this spring and very inclement weather in the North
Atlantic States, extending from New Jersey up to New Eng-
land, and also in the region of the Great Lakes. Taking the
country over, however, the weather has been unusually mild.
Building is going on at an unprecedented rate. A building
boom is predicted for this year. The mild weather has one
drawback, for there is little snow at the West and the winter
wheat needs a blanket of snow, “the poor man’s fertilizer.”
At times grain has advanced on fears of a clash between
French and German troops, cotton for a time weakened, and
the Stock Exchange did not escape a certain degree of irreg-
ularity and depression. But in general business is in good
shape. The great industries are actively employed. Steel
mills are working at 80 to 85%. Most of the textile mills
are running at 90 to 100%. Cotton has advanced $4 to $4 50
per bale this week, having cut loose from the Ruhr trouble
and risen on its own initiative under the impetus of impera-
tive considerations of supply and demand. Supplies are de-
creasing. The price has risen well above 28c. One of the
striking things of the week was a report that Russia was
buying cotton in this country and in England. There was a
rumor to-day that it had bought 5,000 bales of cotton in this
country and wanted 35,000 bales more. Russia has also been
buying heavily in Liverpool. Rumor even goes so far as to
say that it has bought in that market some 150,000 bales:
This, though, is not credited. The interesting thing is, how-
ever, that Russia has re-entered the cotton market after an
absence of some years. It has been forced to buy in outside
markets, for under the Soviet regime cotton raising has lan-
guished in Russia like so many other branches of industry.
But all this reacts favorably on the cotton business of this
country. So does the increased activity of Manchester grow-
ing out of larger demand from East India, which has been
favored by large grain crops, or in other words, cheap food,
which enables the natives to buy Lancashire’s goods and in
turn encourages Lancashire to buy American cotton. The
business in the actual cotton in Liverpool of late has risen

sharply.

The grain markets of this country have at times advanced,
but with more pacific news from the Ruhr as to the possi-
bility of hostile activities, prices have latterly receded some-
what. Wool has been in good demand, strong and rising at
home and abroad. The big wool sales in England and Aus-
tralia have been at advancing prices. The lumber trade in
this country is large beyond precedent for this time of the
year. Many of the industries are sold ahead for some
months to come. Some of the New England cotton mills, it
seems, are none too anxious to make new sales beyond next
month. The general business outlook for the first half of
1923 is considered good. Stocks of merchandise have run
low. Renewal orders were imperative. Take the cotton
manufacturing business. All over the world the stocks of
cotton goods are believed to be low after a long abstention
from buying. European mills hold but moderate stocks of
raw cotton. The single fact that wool is moving upward in-
dicates in a way that the condition of the big trading nations
of the world is on the whole better. Buying power has in-
creased. The demand for clothing is better. In this coun-
try bank clearings are larger. The automobile trade is very
active. The railroads are buying cars, locomotives and other
equipment material on a large scale. Some of them are pre-
pared to spend very large sums. Manufacturers of farming
implements are busy. Petroleum prices are up 20c. in some
cases. Oil concerns are buying new equipment on a note-
worthy scale. Jobbing trade in general merchandise is larger
than it was recently. The demand for spring trade is great-
er. There is quite a good re-order trade. Retail business,
though hurt on the Eastern Seaboard by bad weather, is on
the whole good elsewhere and is only temporarily held up
here, where, by the way, the weather has become milder. In
short, as already intimated, the business outlook is on the
whole favorable. It is a regrettable fact that Europe is more
or less upset by the French invasion of the Ruhr, but Amer-
ica has to all intents and purposes discounted it.. And the
London stock market to-day was steady, with little pressure
to sell. A German mission, it seems, has left Berlin for Eng-
land to request British intervention in the Ruhr trouble.
Italy, it seems, is disposed to offer its services as a media-
tor and it is suggested that sooner or later the United States
Government may be asked to help unravel this unfortunate
snarl.

How long are the people to stand the state of affairs in
the anthracite coal trade revealed by the statement of Phila-
delphia operators that 13 companies were shut down from
about the middle of September to the middle of December by
an outlaw strike for a trivial reason? It is a serious ar-
raignment of labor that the general committee of anthra-
cite operators of Philadelphia presented on Jan. 14. The
facts are amazing, The statement says: “With an indi-
cated shortage of approximately 40% in the supply of an-
thracite there has been a further heavy loss of production
due to ‘outlaw strikes” since Sept. 11, when the mines re-
opened. According to a compilation just completed by the
Anthracite Bureau of Information, the operations of 12 com-
panies were shut down for a total of 56 days between Sept. 11
and Dec. 15, and more than 18,500 men were involved in the
suspensions. This does not take into account the production
lost on account of holidays. At one colliery 1,050 men
stopped work for four days and deprived the public of 7,200
tons of coal because the company refused to dischargg_:_l
miner., The miner in question offended the union by pro-
ducing more coal in a day than the union rules permitted,
and then refused to pay the fine imposed by the union. At
another colliery 1,800 mine workers went out for five days
and lost 12,500 tons of production because some union car-
penters employed on construction work refused to join the
miners' union as well as their own organization. It was not
until a former official of the miners’ union now a mediator
for the United States Department of Labor advised the min-
ers that they could not expect the carpenters to belong to two
unions that the men resumed producing coal. IPour miners
were suspended for loading dirty coal at one mine, whereupon
900 men struck for a day on the four occasions, with a total
loss in production of 8,800 tons. Three so-called ‘button
strikes,” involving questions of union discipline in three col-
lieries operated by one company, kept 947 men out of work
and caused a loss in production of 4,460 tons. In another
colliery operated by the same company 894 men struck for
two days to force the discharge of a foreman. The produc-
tion loss in this case amounted to 4,705 tons.” In other
words, for trivial causes, or practically none at all, the peo-
ple have had to suffer for lack of coal simply becanse miners
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see fit to make them suffer. After a regrettable experience,
Brooklyn’s weekly coal quota of 75,000 tons, beginning Jan.
15, with a benus of 25,000 tons the first week to supply emer-
gency cases. will break the present coal famine there, it was
said. The quota will be allocated to 21 dealers in Kings and
six in Queens. But in the suburbs only small quantities are
There ought to be
some way of reaching the perpetrators of purely vicious
strikes which in the above statement cut down the produc-
tion so sorely needed by the people of some 25,000 tons, and
in no instance could the strike—well called an outlaw strike
—bear investigation or be upheld by right thinking, fair
minded men,

Lawrence, Mass., wired on Jan. 15 that production has
been decreased at the Arlington Mills and a number of other
smaller textile plants because of a ténlporal'y wool shortage
due to delayed shipments on account of the recent snow
storms. Tor several days it was impossible to operate trucks
over the roads because of the snow. With the local mills
depending largely on shipments of wool via trucks and with
the train service seriously interruptéd, mills were badly
hampered.

There is still an effort being made to have the 3% immi-
gration law repealed. It ought to be, and at once. From the
South come complaints that from North Carolina to Texas
negro labor is leaving the cotton belt. It is pointed out that
on the cotton farms of the South labor has been receiving
rather low wages for the last few years, especially in 1922.
And now there is a steady stream, it appears, of negro farm
labor to the industrial centres at the South and also the
North and West, where the wages, in some cases at least, are
said to be treble those on the Southern farms. The migra-
tion from the South to the North is on a large scale. The
South fears that these laborers may never return to the
Southern farms. There is believed to be a possibility that
this may cause a reduction in the cotton acreage this year.
Meantime, arsenic, with which to fight the boll weevil, is
sald to be in small supply and dear the world over. Finally,
Texas is complaining of prolonged dry weather. The crop
is often made in that State by the rains of the previous win-
ter.

The year 1922 broke all records for volume of construe-
tion activity, according to the F. W. Dodge Co. The Decem-
ber building contracts in the 27 Northeastern States (includ-
ing about three-fourths of the total construction in the coun-
try) amounted to $215,213,000. Although this was 12% less
than the November figure, it was 8% greater than that of De-
cember 1921. The December figure brought the year's total
for these 27 States up to 3,345,950,000, which, it is figured,
would indicate about $4,500,000,000 for the entire coun-
try. This was an increase of 42% over 1921. Had such an
enormous increase been predicted a year ago, it would have
been considered impossible.

A halt, whether temporary or otherwise, in the rise of
wholesale prices in the United States is indicated by the
commodity index of the Bureau of Labor Statistics, which
showed no change in December over the previous month’s
figure, This index includes 404 commodities weighted ac-
cording to relative importance, and now stands at 156 on
the basis of 1913 prices equal to 100. In commenting on the
price movements of December, the Bureau says: “Of the
404 commodities or series of quotations for which compar-
able data for November and December were collected, in-
creases were shown in 170 instances and decreases in 70 in-
stances. In 164 instances no change in price was reported.”

There was what was rightly called a “blinding” all day
snow storm here last Sunday, when nearly six inches of snow
fell, turning to rain at 545 p. m. While the snow fell the
flakes were so large that the air was as impenetrable at
times as a thick fog, and automobiles ran down a dozen per-
sons or more in different parts of the city. New England
railroads have latterly been struggling with the werst win-
ter weather in many years. Both the New York New Haven
& Hartford and the Boston & Maine were and are full of
freight. Neither system technically embargoed outgoing
freight from Boston, but the New Haven called up some of
the largest shippers on its lines last Friday and asked them
to hold up sending freight, as it could not be promptly han-
dled. All its freight houses are open, and every effort is be-
ing made to improve the situation. North of Boston, snow
conditions are particularly bad. Through Lawrence, Low-
ell and Haverhill there are between four and five feet of
Snow on the ground. The American Woolen, Pacific Mills
and Arlington Mills, which have used trucks extensively be-
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tween Lawrence and Boston, are still depending largely
on truck service, and heroic efforts have been made to keep
the highway open. Plows have been kept going constantly
Boston & Maine people say that in no part of the northern
territory are motor trucks operating long distances. Neither
are they operating to full capacity up to freight houses and
in yards. Consignees are not taking freight away from the
freight houses. The result is an increasing congestion all
along the line. In New York State also, snowfall has been
very heavy and trucks have practically stopped running all
over. Over a large part of the State snow has fallen for 13
days in succession. More snow fell up-State during the first
two weeks of the new year than during any corresponding
period since 1874, A. H. Smith, President of the New York
Central Railroad, said in a telegram to the Inter-State Com-
merce Commission on Jan. 15. Mr. Smith declared that con-

ditions this winter were unprecedented, and that to keep
traffic moving on anything like normal schedules the New
York Central had detailed more than 100 locomotives to
His telegram was as follows:

B. H. Meyers, Chairman, Inter-State Commerce Commission, Washington,
D. O.:

snow plow work.

As a matter of information, T have thought to advise that the fall of snow
through Central New York from Jan. 1 to Jan. 14, inclusive, aggregated 2614
inches, according to the records of the United States Weather Bureau at Al-
bany. This is the heaviest fall of snow for a similar January period since
the records were established, in 1874. Snow has fallen for 13 successive
days, the storm extending from Albany to Rochester, inclusive, and also into
New England. Along with this there have been temperatures below zero.

The New York Central Railroad has been compelled to detail 100 or more
locomotives to the fighting of snow with plows, flanges, snow trains and
other special equipment. This work has taken large numbers of men from °
other regular service in order to keep the road open and the yards shoveled
out. The snow at Syracuse is 15 inches on the level.

Very heavy traffic has been moved and is still being offered, but naturally
operations are adversely affected because of the absolute necessity of divert-
ing more locomotives, trains or men to digging out the yards, so that cars
can be switched. The ice and snow is so deep in places that it cannot be
plowed out, but must be shoveled on to trains and hauled out.

I wire you this because amidst the pressure for transportation it is diffi-
cult to appreciate at times what the weather difficulties are, and the extraor-
din;&lry snow storms apparently have not been recorded to the country gen-
erally.

On Thursday it was milder in this city, cloudy, threaten-

Ing more snow, but the wind had died down. To-day it was

clear and comparatively warm, the temperature reaching
39 degrees.

Structural Sales Begin Upward Swing.

Continuation of the building boom this spring is forecast
by the upward swing in sales of fabricated structural steel in
December, reported by the Department of Commerce
through the Bureau of the Census. The increase of about
20% over November marked the turning point from a series
of seasonal declines in fabricated steel orders and occurred
a month earlier than last winter, when December was the
month of minimum orders. December sales amounted to
58.3% of shop capacity, as against 48.49 in November.
Estimated total sales of fabricated structural steel in 1922
amounted to 1,929,400 tons, or 64.39%, of shop capacity,
as against 997,200 tons in 1921, or 35.1 % of shop capacity.

Sales reported by 141 firms, with a total revised capacity
rating of 215,210 tons per month, amounted to 125,479 tons
in December, as against 104,727 tons in November and 124,-
948 tons in October. The following table shows final revised
figures from April to November 1922, based on reports of
158 identical firms having a capeeity of 220,790 tons per
month, together with the preliminary report for December,
based on 141 firms. The current month’s figures are com-
pared to the previous final figures by prorating to the esti-
mated total eapacity of structural fabricating shops, namely
250,000 tons per month.

Actual
Tonnage Booked.
198,529
180,558
162,139
152,023
150,700
141,418
126,535
106,315%
125,479x

Per Cent
of Capacity.
89.9
81.8
73.4
68.9
68.3
64.1
57.3
48.4
58.3

Estimated
Total Bookings.
224,800
'204.500
183,500
172,300
170,800
160,300
143,300
121,000
145,800

August
September
October

* Two firms missing out of 158,

x From 141 firms who reported in time for this report.

The following table shows yearly figures of structural steel
sales, based on new estimated capacities as the result of the
special survey of the industry recently conducted by the
Bureau of the Census, and the percentage of sales to shop
capacity as repcrted by the Bridge Builders and Structural
Society to April 1922, and by the reports to the Bureau of
the Census since then:
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Estimated
Tonnage Sales.
1,146,800
1,155,200
1,629,600
1,665,600
1,495,400
1,454,500
1,435,400
1,496,500

997,200
1,929,400

Estimated Monthly Per Cent of Sales
Tonnage Capacily. to Capacity.

190,000

191,000

194,000

200,000

207,000

218,000

224,000

232,000

237,000

250,000

Locomotive Output for December Very Large.

The shipments of locomotives in December, as compiled
by the Department of Commerce from reports to the Bureau
of the Census from the principal manufacturers, were the
largest since January 1921 and amounted o 210 locomotives.
Unfilled orders on Dec. 31 amounted to 1,592 locomotives,
a slight decline from the previous month. Total shipments
of locomotives for the year 1922 were smaller than for 1921
on account of the decline in foreign shipments. The fol-
lowing table compares the December figures and the com-
plete yearly totals for 1921 and 1922 in number of locomotives

Shipments Dec. 1922. Dec. 1921. Year 1922. Year 1921.

30 1,056 830

16 59 218 519

210 1,274 1,349
1,498
94

1,592

November Freight Traffic the Heaviest on Record
for That Month.

Freight traffic in November on the railroads of the country
was the heaviest for that month in history, according to
reports just made by the carriers to the Bureau of Railway
Feceonomies. Measured in net ton miles—that is, the number
of tons of freight multiplied by the distance carried—the
railroads transported in November 38,046,185,000 net ton
miles. This was an increase of slightly more than 309%
over the same month in 1921, and an increase of 2% over
the same month in 1920.

Railroads in the Eastern district reported 17,320,838,000
net ton miles in November, which was an increase of 4,073,-
948,000 compared with November 1921, and an increase of
246,908,000 net ton miles compared with November 1920.
For the Southern district 6,971,042,000 net ton miles were
reported for last November, which was an increase of 1,382,-
676,000 over November 1921, and an increase of 216,488,000
compared with the same month in 1920. Freight traffic
in the Western district totaled 13,754,305,000 net ton miles,
which exceeded November 1921 by 3,367,849,000 and
November 1920 by 297,031,000.

For the first eleven months in 1922 freight traffic amounted
to 339,338,283,000 net ton miles, which was an increase over
the corresponding period in 1921 of 6.4%, but a decrease
under 1920 of 18%. This decrease compared with 1920 was
almost entirely due to a falling off in coal shipments because
of the five months miners’ strike. These tabulations aré
based on complete reports from 160 railroads.

Federal Reserve Board Says 1922 Marks Close of
Protracted Period of Liquidation.

According to the Federal Reserve Board, “the year 1922 is
significant in the banking and financial history as marking
the close of a protracted period of liquidation.” This state-
ment is made in the Board's review of December in its Janu-
ary Bulletin (first edition), in which it also says that loan

_ liquidation, “continued for almost a year after industrial op-
erations increased in volume, and the increase in bank loans
has not_up to the present been in proportion to the increased
volume of current business fransactions.” Few questions,
says the Board, “are of greater practical importance in their
bearing upon banking policies during the coming year than

‘ the question whether or not this turn from liquidation to loan
expansion represents the beginning of a definite and con-
tinuous upward trend in the demand for credit.” We quote
as follows from the Board’s review :

Banking and Credit During 1922.

Shortly after the middle of the year a renewed demand for credit for
commercial purposes resulted in increased borrowings both at member
banks and Federal Reserve banks and in an advance of money rates.
This turn in the course of credit demand occurring after a year and a
half of loan liquidation reflects a change in underlying business conditions.
In view of the fact that the volume of business has been expanding con-
tinuously for about a year, theré is less occasion for surprise in the recent
increase in the credit requirements than in the fact that the demand for
additional funds was not felt sooner and on a larger scale. Loan liquida-

tion indeed continued for almost a year after industrial operations in-
creased in volume, and the increase in bank loans has not up to the present
been in proportion to the increased volume of current business transactions.
Few questions are of greater practical importance in their bearing upon
banking policies during the coming year than the question whether or
not this turn from liquidation to loan expansion represents the beginning
of a definite and continuous upward trend in the demand for credit.

An advance of money rates during the last quarter of the year, when
seasonal requirements for funds are large, is not in itself significant unless
accompanied by other changes in the banking and business situation.
The particular importance, therefore, of these changes in credit demands
arises from the character of coincident changes in other economic con-
ditions. It was not until the end of July that the upward turn in the
demand for credit became manifest through a change in the volume and
character of banking operations. At that time the commercial loans of
member banks in industrial and financial centres began to increase after
declining for more than 18 months, while purchases of securities and
loans on stocks and bonds, which had been increasing for a similar period,
ceased to advance. Borrowings by member banks at Federal Reserve
banks turned sharply upward and the volume of Federal Reserve notes
in circulation responded to an increased demand. Early in August interest
rates on practically all classes of loans in the New York market advanced
and the market prices of bonds declined slightly; in September rates on
bankers” acceptances rose; and throughout the remainder of the year
money rates were maintained at a somewhat higher level.

Bank Credit, Production & Prices.

Events during recent years throw light upon the relation between th®
demand for bank credit and the general trend of business. While not
all the factors determining credit requirements can be accurately measured.
yot a definite sequence of change in the relationship among certain of
those factors and the general course of business can be observed. In
the autumn of 1920 the volume of loans of member banks and of Federal
Reserve banks reached its peak five months after prices had begun to
decline, and nearly a year after industrial activity had slackened. Simi-
larly, in 1921 the increase in the production of basic commodities preceded
the rise in prices by six months and antedated the expansion of commercial
loans by a full year.

The reasons for the lag in the changes in the demand for bank credit
behind the changes in production and prices may be found in the character
of the business situation prevailing at the time. In 1920, when prices
began their abrupt decline, loans continued to increase, chiefly because
business concerns were unable to meet their obligations to the banks and
in fact were applicants for additional credit. The banks in turn, finding
their own resources inadequate to meet these demands, borrowed heavily
from Federal Reserve banks. Furthermore, since the early stages of
the business reaction came at crop-moving time, the seasonal requirements
for currency added to the credit strain, as the additional notes had to be
obtained by member banks through borrowing from the Federal Reserve
banks. When the course of business turned upward in the latter part
of 1921, the revival of industrial activity enabled many borrowers to
repay their “frozen'’ loans, the liquidation being facilitated by the increase
in trade. Member bank funds thus released were used to reduce their
mdebtedness with Federal Reserve banks. This resulted in a continuous
reduction of member bank borrowings from the Federal Reserve banks
until the end of July 1922. The continued decline in the volume of bor-
rowing for commercial purposes, in spite of a revival in many lines of
industry which had been under way for nearly a year, is accounted for
partly by the fact that many corporations issued bonds and used the
funds secured through their sale to pay off their bank loans. Another
effect of these flotations was seen in the increase of loans secured by stocks
and bonds made largely by banks in financial centres. The increase in
these loans preceded the increase in commercial borrowings, partly be-
cause of advances made to investors in the new securities, but also because
of the Increased activity of the stock and bond markets. The fact that
during the liquidation business concerns reduced their inventories and
accurnulated bank balances was a further cause leading to postponement
of borrowing. Both on the upward and the downward trend of business,
therefore, the tendency has been for the changes in bank credit to lag
behind the changes in prices and production.

Prices declined 44.29 between May 1920 and Jan. 1922; production fell
off 35.1% between Jan. 1920 and July 1921, while the reduction in loans
and investments at member banks between Nov. 15 1920 and March 10
1922 was only 9.6%. Since the low points production has shown the
most rapid rate of advance, the figures for Nov. 1922, showing a 559
increase over July 1921. Prices rose 13% between Jan. 1922 and Nov.
1922. On June 30 1922, the latest reporting date for all member banks,
the total of their loans and investments was 4% greater than at the low
point on March 10 1922.

One reason for the relatively slight extent of the increase in the total
volume of member bank credit in 1922 Is that it suffered only a slight
reduction in 1921 when compared with the decline in prices and production.
Also the relatively lower level of prices bas made it possible to finance the
steadily expanding volume of production and trade with a smaller amount
of bank credit in 1922 than in 1920. On June 30 1922, the latest date for
which information is available for all member banks, loans and investments
were only 6% below the 1920 peak, while prices were 37 % lower than their
nigh point in 1920. Loans and investments for national banks at the
Sept. 15 call show a reduction since June 30 in censral Reserve cities and
further increases for banks outside ttose cities.

The financing of the larger volume of business during 1922 without a
corresponding increase In bank loans was also facilitated by the fact that
liquidation continued in some lines of business and released funds for
expansion in others. Also the purchase of securities by the banks from
their customers had the effect of adding to the volumé of liquid funds
available for current operations.

Member Bank and Reserve Bank Credil.

Oredit extended by banks to the public is measured by their total loans
and investments. Between Nov. 1920 and March 1922 this total declined
as a net result of loan liquidation accompanied but not entirely offset by
increasing purchases of investment securities. Rxcept for the high point
reached in March 1919, when the banks temporarily held unusually large
amounts of United States securities, the total of securities owned by member
banks on June 30 1922 was the largest ever recorded.

Al' member banks combined, seeking emp'oyment for their excess funds
and following their own investment policies, increased their holdings of
United States securities by over a half billion doilars during the year ended
June 30 1922. Even with this increase, however, their total holdings were
approximately $800,000,000 less than on the corresponding date three
years earlier, and even with the reduction that has taken place in the
total of United States indebtedness the percentage of the total outstanding
debt owned by member banks was less on that date than on June 30 1919.

The funds used by member banks during 1922 in the purchase of securities
arose partly from loan liquidation and partly from an increase in deposits,
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Early in the liquidation period the decline in loans was accompanied by a
decrease in deposits, but later deposits increased and excess fund?' accumu-
lated. While the loans of member banks in leading cities declined until
the end of July 1922, deposits began to increase as early as Sept. 1921.
In the financial centres the increase of deposits represented to some extent
the growth of balances due interior banks, and the use of these balances
in the money market was partly responsible for the decline of interest rates.
During the 9 months ending on June 21 1922, deposits of member banks
in leading cities increased by $1,359,000,000, or about 14%, while loans de
clined $659,000,000, or about 6%. The rise in the ratio of deposits to
loans from 84% on Jan. 7 1921, to 102.8% on June 21 1921, was indica-
tive of the easier credit conditions. This growth of deposits during the
period of loan liquidation provided funds with which member banks paid
off their obligations with the Reserve banks and which they invested in
Government and other securities.

Member banks continued to reduce their borrowings at Federal Reserve
banks until the end of July 1922, when total discounts reached the low
point of 380,000,000, a decrease during the first 7 months of the year of
$700,000,000. This decline in discounts, however, did not result in a corre-
sponding reduction in total earning assets, since during the same period
the Reserve banks increased their holdings of United States securities and
acceptances by $339,000,000. Throughout the year a relative stability
of the Reserve banks’ earning assets resulted from the purchase of Govern-
ment securities and acceptances with funds released through the reduction
of discounts. At the opening of the year total discounts constituted
77% of earning assets and United States securities and acceptances com-
bined, 23 %; at the end of July discounts had declined to 35% of the earning
assets and United States securities and acceptances increased to 65%; but
at the end of the year, as a result of increased borrowing by member banks,
discounts increased again to 47% and other classes of assets decreased to
52%. 1t is doubtless true that the purchases of Government securities
and acceptances by the Reserve banks by increasing available funds in the
market were an indirect influence in making it possible for member banks
to reduce their borrowings.

Gold Imports and the Credit Situation.

An important influence on the domestic credit situation during the past
past two years has been exerted by the importation of large amounts of
gold. Net gold imports in 1922 amounted to about $225,000,000, compared
with about $£667,000,000 in 1921. The difference is due chiefly to the
fact that nearly all the gold outside of carefully guarded central reserves
and tenaciously held private hoards had found its way to the United States
prior to 1922. Only newly mined gold was available for export during
the past year, and its supply was reduced by the strike in the Rand. Also
the revival of trade in India caused a substantial movement of gold to that
country. Toward the end of the year, moreover, gold was exported to
Canada as the result of the temporary rise of the Canadian dollar above
parity. But the further addition to our gold stock, even though smaller
than the year before, nevertheless exercised a decided effect on domestic
credit. In normal timoes, with the world on a gold basis, a movement of
gold into a country immediately starts a‘set of forces in operation which
soon arrests the current. Interest rates in the importng country decline,
exchange rates become unfavorable, and gold begins to move in the opposite
direction. But with a free gold market in this country practically alone
and with most of the world’s currencies far below their par values, gold
has continued to come to the United States in large amounts, wkile the
operation of the normal correctives has been slow and uncertain. Still,
our price level has advanced and that in England has declined; the rate of
sterling exchange has gone up from $4 30 in September, 1921, to $4 61 in
December, 1922, and the average value of the dollar in the international
markeb has receded from 167 % of par in September, 1921, on the basis of
17 leading currencies, not including Germany to 1449, in December, 1922.

In spite of this evidence of the operation of economic correctives, the
steady, though diminishing, stream of gold to our shores continues to add
funds to our domestic supply. In 1921 the imported gold was entirely
absorbed by the reserve banks, whose earning assets declined by nearly
$1,000,000,000 more than the stock of gold increased, indicating that the
reduction of borrowings from the reserve banks nad more than offset the
influence of the gold imports on the total volume of credit. In 1922 the
situation was different. While the net importation of gold totaled $225,
000,000, the decline in earning assets of the Reserve banks, measuring the
total of Reserve bank credit in the market, was nearly $100,000,000 less.
Available credit at the disposal of American banks has thus been augmented
during the past year by the importation of gold. The persistent import
of gold from abroad, in the absence of normal correctives, and in conjunction
with influences at work in the domestic credit situation, makes the problem
of credit control in this country more than usually difficult.

A. L. Aiken of National Shawmut Bank Sees Signs of
Return of Confidence.

In an article dealing with the outlook for business in the
coming year, Alfred L. Aiken, President of the National
Shawmut Bank of Boston, states that “while there are cer-
tain disturbing elements which still persist, there does not
appear to be any serious reason for grave misgiving.” Mr.
Aiken added in part:

It is generally recognized that the unbalanced condition which existed be-
tween various industries were responsible for much of the poor business last
year. Although the task has not been accomplished without considerable
pain, and even protest from many quarters, there is no doubt that the present
condition of business is the result of the courageous policy of readjustment
during the past two years.

The elle'ct of the coal, railroad and other strikes was, of course, reflected in
a contraction of general businses. The depressing psychological effect of the
strikes manifested itself in a reduction of buying activity in the domestic
market. The subsequent uncertainty was quickly spread through business
and brought about a widening of the circle of depression.

The improved position of general business is pretty clearly indicated by the
increase in total loans and discounts among Federal Reserve banks. This im-
provement marks the movement of capital into active business rather than in-
vestment. The comparatively small demand made by the banks for Reserve
bank assistance is a satisfying index of the soundness of general business.

Money to-day is easy, and in the attitude of both investors and business
men there is a clear sign of a return of confidence, National bank deposits
are again beginning to show a substantial increase. Thirty of the largest
banks in the country show an increase in deposits to Sept. 15 of $900,000,000
over the preceding year. During the same time the resources of the national
banks throughout the country increased $1,207,000,000, while their deposits
increased $2,000,000,000. The amount of currency in circulation has in-
creased steadily in the past 12 months, the total expansion for the year being
$325,800,000,

A significant sign of the times is the increase in stock dividends and re-
sumption of cash dividend payments. These two factors may be regarded as
favorable indices of business improvement. It is encouraging that th&?}.' are
not confined to particular lines of industry but are quite general. It is no
doubt possible that a portion of the stock dividends recently issued have a re-
lation to proposed tax legislation. It is of interest, however, that a number
of the companies issning stock dividends are manufacturing commodities ﬂ_lat
would come into the luxury class. That these departments of manufacturing
industry have even partially recovered from the setback they endured on the
collapse of the buying boom two years ago is decidedly encouraging.

In estimating the possibilities of future business it is quite safe to assume
that the recent housing activity will continue for some time, and that it will
be resumed early in the spring. This source alone should furnish employment
for a large share of our industrial equipment for several years. The activity
in building material lines will be passed on to many other industries. Some
idea of the extent of the unfilled demand for building and construction work
may be derived from the statement that the total building construction
started during the first ten months of 1922 amounted to, approximately, $3,-
000,000,000. Vast sums for important engineering projects are being voted
by public service corporations, and by city, State and Federal Governments.
In every department of Government proposals are under consideration for car-
rying out important development projects. New York State and City alone
have planned engineering and construction work which will call for the ex-
penditure of $1,000,000,000.

When we turn abroad, the situation is not so satisfactory. A considerable
falling off in our export business last year was, of course, due to the decline
in purchasing power of Europe and South America. It is encouraging, how-
ever, to note that certain features of the European situation are at least sug-
gestive of improvement. Great Britain is apparently making a sincere effort
to reduce taxation and to keep her budget upon an even balance, She has, to
some extent, succeeded in this direction, although it must be admitted that
her budget makes no provision for debt reduction. It is the belief of Great
Britain’s financial leaders that the stimulation of business, hoped for through
a reduction of taxation, will provide an increase of revenue which will allow
of making debt payments next year and after. That she is rapidly reducing
her floating debt through the inauguration of drastic economies furnishes
pretty good evidence of the sincerity of her purpose.

Much may be hoped for through the change in Italy’s national administra-
tive policy; yet no really important improvement can be expected in her
situation while her debt continues to increase at the rate of $£600,000,000 lire
a month,

While criticism still continues of France’s unbalanced budget, it should
not be lost sight of that she is giving a practical indication of her purpose to
cut down expenditures. Civil expenditures in France have been reduced from
8,900,000,000 francs in 1921 to 5,700,000,000 for 1923.

To return to the consideration of affairs in this country, there has been
some concern as to the possible attitude of the 68th Congress when it finally
convenes next year. While the next Congress has taken on an added radical
character, there still remains a strong conservative check in the United States
Senate. Judging by the situation which exists in Washington, there is little
likelihood that any important legislation affecting business will be passed
until lite next year. .

Railway legislation, while just now the subject of serious discussion, is
hardly likely of passage, except acts of minor importance., One of the dis-
turbing elements in looking into the future, is the possible effect of the car
shortage upon reviving business. This constitutes a serious menace. The
unsettled condition reported from -the West the last few months was dne,
largdy, to the effect of car shortage on the movement of grain. Efforts to
relieve this sitnation may be seen in orders for new cars placed this year,
double that of the preceding year. The vast shrinkage in number of new cars
o}'dergd by our railroads in the past few years shows the seriousness of this
situation. In the two years 1905 and 1906, new cars ordered, aggregated
651,000, or about 325,000 a year. In-1921 less than one-tenth of that num-
ber were ordered. The cumulative effect of this growing car shortage upon
the ability of our railroads to handle increasing demands may be judged from
the fact that while equipment was declining ton mileage increased from 186,-
000,000,000 in 1905 to 413,000,000,000 in 1920 and 809,000,000,000 in 1921.
That g.he natural shortage should have become more acute when the farmers
:vere tgust beginning to recover from a very bad time, was particularly unfor-

unate,

Discussions of this phase of the situation,
present the view of the farmer, do not give the true value of the effect of
strikes. There can be no question that the railroad and coal strikes last year
caused far more trouble than the car shortage. The coal strike, and the sub-
sequent need for rapid moving of coal to prevent hardship during the winter
mqnths, were responsible for a large percentage of freight-car shortage. In
spite of all handicips, however, it is worthy of mention that the roads have
n_:oved a million cars a week this year. The coal situation having been re-
hevec!, the problem of car shortage is brought nearer to solution.

It is a significant sign that the recent report of American life insurance
companies shows a decline in railroad security holdings for the first time in
years. Heretofore, these companies, by their large investments in railroad
securities represented one of the chief supports of railroad development. The
decline noted in these investments is due in some measure to concern at the
possible action of Congress on radical railroad legislation. A larger part of the
shrinkage is doubtless due to the fact that the railroads, handicapped as they
NOW are, cannot compete with the growing demand for financing of housing
and construction loans, and the increasing attractiveness of farm loans. These
are matters which cannot be improved by the enactment of statute laws.
They call for a more general application of the law of common sense, not
alone by the farmer’s advocates, but by every one.

especially discussions tending to

James S. Alexander Says Business in 1923 Must Depend
Upon Domestic Demand.

James S. Alexander, President of the National Bank of
Commerce in New York, in an address at the annual meeting
of the shareholders on Jan. 9 declared that “business in 1923
must depend primarily on domestic demand and the future
of that flemand depends on the relation between prices and
purchasing power.” Continuing, Mr. Alexander said :

From January to November 1922 the wholesale price index of the United
States Bureau of Labor Statistics advanced 13%. During the ten years from
1}?01 to‘1910 the advance was only 25%, although the rise in prices during
that period res.ulh_ad in frequent investigations as to the causes of the high cost
of living. This rise in prices would not of itself necessarily handicap domes-
tice business. During the world war, however, artificial factors drove prices
in th_e main groups out of relation to each other and since that time distur!
conditions have served to continue this lack of adjustment, I

There has been determined resistance to higher prices in the United States
throughout 1922. Wholesalers have hesitated to buy because of doubt on their
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part as to the willingness of the retail trade to follow prices up. Retailers in
turn have resisted because of doubt as to their ability to pass increases on to
the consumer. Consumers in turn have resisted partly as a result of inability
to pay higher prices and partly because of unwillingness to do so.

Farmers have not been able to follow up prices and the same is true of per-
sons dependent on investments and other similar forms of income. High rents
have also been a factor in limiting the buying ability of other large classes of
the population. City workers are in many cases paying an undue proportion
of their income for rent, rents in turn being in a large measure a reflection of
high building costs.

Unwillingness to pay advancing prices on the part of those who might be
able to pay results in part from the experience of 1920 when many bought
heavily because of fear of shortages, proved by events to be surpluses. Except
under such abnormal conditions as result from wars, the buying public is slow
to accept rapidly advancing prices because it feels instinctively the presence
of a speculative factor.

Position of the Farmer.

The profit question and the problem of wages and prices are one. While
the position of the American farmer is somewhat better than it was a year
ago, there is no doubt about its being unsatisfactory. The United States is
an exporter of farm products which must therefore sell at the international
price level not only abroad but in the domestic market. American farmers
must buy manufactured products, however, at prices determined by labor
costs materially above the international level. Farmers also suffer from the
high distribution costs which handicap all American business.

Difficult Position of Manufacturers.

Although most manufacturing industries of the United States are now oper-
ating at not far from normal profits, are not commensurate with the volume
of physical output. Numerous factors have contributed to this situation. Not
only are some important industries seriously overbuilt as a result of war and
post-war expansion, but a large part of this growth took place during a period
of excessively high costs and expensive financing. As a result, overhead,
fixed charges and depreciation are unduly heavy.

The Railroad Problem.

The railroad situation is quite unsatisfactory. OCar loadings for the first 11
months of 1922 did not fall far short of the record years during and after the
war, and they were about 10% above those in 1921. Nevertheless, results as
to net operating income and return on capital are not encouraging. The dif-
ficulties of the railroads have their origin in the labor problem. Direct and
indirect expenditures for labor constitute a large proportion of their entire
outgo.

High freight rates primarily made necessary by inadequate output in pro-
portion to wages paid are reflected in all classes of prices, especially agricul-
tural products and other bulky or heavy raw materials. Failure of the rail-
roads to earn sufficiently has made impossible the raising of new capital, with
the result that extensions and improvements are kept at a minimum and the
transportation system of the country is falling behind the general economic
development and population growth.

Attitude of Labor and of the Public,

The present situation cannot continue indefinitely. Unless conditions
change so that the farmers, a majority of the manufacturers and the railroads
are enabled to make reasonable profits, curtailed production and unemploy-
ment will follow and costly readjustments will inevitably result.

The situation calls for a concentration of effort on increased labor produc-
tivity directly, and indirectly through the substitution of machinery for man-
power. The limit in this direction has by no means been reached. The ex-
tent to which labor-saving machinery is developed depends primarily on the
relation of the cost of man-power to machine-power. If conditions arise in
the United States whereby it costs as much to hire a man to push a wheel-
barrow as it does to hire a man to lay bricks, the answer will be the substitu-
tion of a mechanical appliance for the wheelbarrow.

The most unfortunate feature of the labor problem in this country is the
question of curtailed output. Apparently, labor fails to recognize the essen-
tial difference between combinations among workmen to raise wages and com-
binations to curtail physical output by working rules and by opposition to
improved machinery

To put the fact simply, if three men are required by union rules to tend a
machine which two could operate, the two in fact support a third in idleness.
If a bricklayer who could lay a thousand bricks a day lays but three hundred,
he himself and his fellow-workers are the prime sufferers. They pay the pen-
alty in high rents.

It is the duty of that part of the community now penalized by high labor
costs, including a large proportion of the wage earners of the country, farm-
ers, manufacturers, and the general public, to omit no effort.to develop a com-
pelling public opinion in regard to this problem.

The Common Labor Supply and Immigration.

The rapid industrial expansion of the United States has been based on im-
n3igration. The war crystallized the national consciousness and a hostile sen-
timent developed toward the admission into the country of immigrants who
might fail to accept American standards and ideals. It is neverthe-
less becoming increasingly clear that the restrictions on immigration which
are now in effect require modification if we are to have a supply of common
labor adequate for the development of the country’s industries and business.

The problem is that of selection. Immigrants who may not immediately
speak the English language are not necessarily hostile to the ideas and ideals
of the United States. The desirable immigrant is he who, regardless of race
or language, has within him the spirit of individualism in which the country
was founded and upon which its future depends.

Business and Government.

A factor second to none in importance is the relation between business and
government. Only a few countries appear to be making determined efforts to
control public expenditures and their accomplishments are as yet most mod-
est. The total burden of Federal, State and local taxes in the United States
is staggering and it is imperative that it be lightened. A united public opin-
ion must be developed strong enough to bring a measure of relief,

After economy and resultant reduced taxes the next great need in the field
of Government is freedom from legislation whims. Bad legislation is only a
little worse than rapidly changing good legislation.

The Federal Reserve System has proved its inherent soundness and has dem-
onstrated ils efficiency even beyond the hopes of its originators. Its success,
however, does not preclude changes in the Federal Reserve Act suggested b):
experience. Conservative modifications to broaden its usefulness may now
safely be made.

At the outset of his remarks Mr. Alexander stated that
“the year just closed will be recorded as one of the most nota-
ble in the history of American business, for it has afforded
the first real measure of the post-war potentialities of this
country.”
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Course of Postal Savings Deposits During December.

In reporting postal savings deposits on Dee. 31 of $132,-
282,000, as compared with $133,102,000 on Nov. 30, the
Post Office Department in a statement made public Jan. 17
says:

Nearly one million dollars in Christmas funds were withdrawn from the
world'’s largest savings bank—the Postal Savings System—during the month
of December, according to figures received at the Post Office Department
to-day from all cities having deposits in excess of $100,000. The figures
show that Uncle Sam, the banker, started the New Year with exactly $820,-
000 less on deposit than he had on Nov. 30.

But Uncle Sam is not worried. He knows that his nephews and nieces
like to exchange holiday gifts, and besides, that is what postal savings are
for. He still has deposits of $132,282,000, and with Thrift Week begin-
ning to-day he hopes to augment this amount through additional deposits
and new accounts. Each mail patron is being given a circular urging him
to get ready for next Christmas by using postal savings.

Despite heavy Christmas withdrawals 46 of the 112 cities in the $100,000
class reported larger balances at the end of December than they had on
Nov. 30. As a result many of these cities made substantial gains in rank
over those reporting decreased balances.

Boston, Mass., led the list wtih an increase of $57;136, but made no gain
in rank. Uniontown, Pa., was second, with $20,584; Chicago was third,
with $12,879; and Mount Pleasant, Pa., was fourth, with $11,905, jumping
from 76th to 70th place.

Other cities showing increases in excess of $5,000 and gain in rank follow:
Seattle, Wash., $8,548, no gain in rank; Tacoma, $7,514, no gain; Great
Falls, Mont., 87,246, 64th to 59th place; Chester, Pa., $7,022, 103rd to
96th; Breckenridge, Texas, $6,939, 92d to 88th; McKees Rocks, Pa., $6,149,
33rd to 31st; Astoria, Ore., $6,084, 45th to 43rd; Tampa, Fla., $5,402,
88th to 86th; Memphis, Tenn., $5,241, 73rd to 71st, and Lowell, Mass.,
$5,084, no gain.

A significant feature of the report, as indicating employment conditions,
is the fact that virgually every mining and industrial city reported deposits
in excess of withdrawals. Figures showing deposits in the principal cities
follow:

Balance on deposit Nov. 30
Decrease during December

$133,102,000
820,000

$132,282,000
197,078

Balance on deposit Dec. 31

New York, N. Y $43,491,638
Brooklyn, N. Y. - 12,975,568
Boston, Mass__ 6,514,291
Chicago, IIl... 6,146,786
3,118,860
2,460,045

Bellingham, Wash
Great Falls, Mont.
Wilmington, Del..
Flushing, N. Y.
New Orleans, La.

Norwood, Mass_

Detrolt, Mich..
Altoona, Pa.__

Tacoma, Wash.
Portland, Ore.._.
Kansas City, Mo.
Newark, N.J

St. Louls, Mo____
Los Angeles, Calif___
San Francisco, Calif_
Milwaukee, Wis.___
Jersey City, N. J.
Cincinnati, Ohio.
Cleveland, Ohlo. _
Uniontown, Pa._._
St. Paul, Minn__
Columbus, Ohlo.
Buffalo, N. Y___
Providence, R. I

Mount Pleasant, ]
Memphis, Tenn....
Jacksonville, Fla.

Birmingham, Ala.
Everctt, Wash

Salt Lake City, Utah._
Manchester, N H
Rochester, N Y..
Indianapolis, Tnd__
Centralia, Wash.

San Diego, Calif___
Bremerton, Wash__
Willimantic, Conn.
Oklahoma, Okla.
Tampa, Fla.__.
San Antonio, Tex..
Breckenridee, Tex...
Ansonia, Conn
Youngstown, Ohio._
New Kensington, Pa
Snokane, Wash___.
Phoenix, Ariz. _

Ironwood, Mich.._
Minneapolis, Minn.
Washington, D. C.
Lowell, Mass.

New Haven, Conn.

#282,742 | Chester, Pa
280,306 | Dayton, Ohio_
279,619 Norfolk, Va.._
262,401 | Windber,, Pa.
257,395 | Lynn, Mass....
253,452 | Tonopah, Nev..
240,810 | Fall River, Mass_
236,830 Sloux Clty, Towa.
235.486‘

Louisville, Ky..
Erle, P
Kansas City, Kan.

Oakland, Calif._ East Pittsburgh, Pa__

232,414
221,072
218,774
211,786
207,462
204,590
#202,920
198,337
*107,573
$197,329

Norwich, Conn.
Hurley, Wis.__.

Atlantic City, N. J.
Boise, Tdaho

Baltimore, Md._
Duluth, Minn._
Falrbanks, Alaska_
T.ong Island City, N
Paterson, N. J.___
Pocatello, Idaho

Brownsville, Pa_ ... ...

*Indicates November balances.

Increase in Postal Receipts in Fifty Industrial Cities.

December postal receipts in fifty industrial cities made
an average gain of 7.78%, over December 1921, according
to figures made public by the Post Office Department
Jan. 10. The Department says:

The percentage of increase would have been much larger had it not
been that there were five Sundays in last December. As it was, the
gain in the industrial cities fell somewhat short of the Noyvember increase
of 9.13% and the October increase of 10.62% as compared with the same
months of the previous year.

The December figures, however, throw some light on the results of
the early mailing campaign. During the “big rush' many cities reported
daily increases in business ranging from 20 to 80% above that for December
1921. The comparisons were made with the same day of the preceding
year. Thus a true basis for establishing a comparison was not shown
by the figures since the early mailing of last Ghristmas forced the peak
of business at least two days ahead of the peak of the preceding year.

Shreveport, La., with 26.84%, reported by far the largest percentage
of increase among the fifty industrial cities. Topeka, Kan., was second
with 19.76; Oakland, Oalif., third with 18.66; Pueblo, Colo., fourth with
18.12; Oklahoma City fifth with 15.78; Sioux City, Towa, sixth with 15.24;
Fort Wayne, Ind., seventh with 15.16; Madison, Wis., eighth with 14.87;
Phoenix, Ariz., ninth with 14.64; Knoxville, Tenn., tenth with 14.60;
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Lynn, Mass., eleventh with 14.39, and Charlotte,
14.34%.

Eight cities out of the fifty reported decreases. They were Schenectady,
N. Y., 12.46; Cheyenne, Wyo., 8.87; Tampa, Fla., 4.89; Lincoln., Neb.,
3.87; Springfield, Ill., 3.04; Scranton, Pa., 1.96; Wilmington, Del., 1.27;
and San Antonio, Texas, 1.05%. Tabulated figures follow:

STATEMENT OF POSTAL RECEIPTS OF FIFTY INDUSTRIAL
CITIES FOR THE MONTH OF DECEMBER 1922.

December December In- P.C.1922
Offices— 192 1921. crease. Over 1921.
Springfield, Ohio. . i C $5.763 48 593
Oklahoma, Okla 115,271 0 99.553 45 15, 63 1578
Albany, N. Y__ : ¢ 862
Scranton, Pa_ .- *1.96
Harrisburg, Pa_.__ 10.60
San Antonio, Texas #1.05
Spokane, Wash_.__
Oakland, Calif_ ..

N. C., twelfth with
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Norfolk, Va....
Tampa, Fla
Fort Wayne, Ind._
Lincoln, Neb
Duluth, Minn__
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Springfield,
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* Decrease.
Percent of Increase.—September 1922 over September 1921, 6.34%:;
106:§¢l>b%r113972 over October 1921, 10.62%; November 1922 over November

v9.13%.

Large Wool Consumption.

Schwartze, Buchanan & Co. of London in their annual
report on wool for 1922 call attention to the extraordinary
consumption last year. It was something like 5,000,000
Colonial bales, which is far in excess of the regular production
from Australasia, the Cape and River Plate. It was only
possible by an inroad into the huge stocks of B. A. W. R. A.
wool and the large accumulation that has taken place in
recent years in South America. The Australian clip in-
creased some 300,000 bales. The Cape’s remained prac-
tically stationary. The weather in Australia in 1922 was
none too good for wool growing except in Victoria. Decem-
ber brought fair rains in other sections, causing an improve-
ment in the outlook. As to 1923 the firm mentioned says
that the new Australian clip is likely, as a result of the
lighter shearing, to show a decrease estimated as high as
200,000 bales, practically all merinos. The South African
production will be rather larger in view of the good season.
The River Plate clip will almost certainly show a further
reduction. Considerably smaller supplies are therefore
looked for, and though the B. A. W. R. A. stocks still amount
to mnearly 1,000,000 balés, mostly crosshred, it is believed
that in about 15 months’ time these will have entirely dis-
appeared. There is an enormous demand from all parts of
the world, though Germany has during the last few months
‘reduced her operations very considerably. There is no
reason for a weakening of values for merino wool except that
prices are undeniably high and at a level where a falling off
in demand would not be unnatural. Prices of merinos are
not expected to drop materially and the report says there is
little likelihood of a decline in prices of erossbreds. During
1922 wool amounting to 1,199,000 bales was sold in 8 series
of Colonial sales in London. Of this amount 41,000 bales
were bought for America, 729,000 bales were taken by
British buyers and 429,000 bales by the Continent.

Census Report on Cotton Consumed and on Hand,
also Active Spindles and Exports.

Under date of Jan. 16 1923 the Census Board issued its
regular preliminary report showing cotton consumed, cotton
on hand and active cotton spindles for the month of December
1921 and 1922 and the five months ending with December.

Cotton consumed amounted to 527,945 bales of lint and
49,078 of linters, compared with 577,561 of lint and 55,122
of limgers in November this year, and 510,925 of lint and
45,434 of linters in December last year, the Bureau an-
nounced. The statistics of cotton in this report are given
in running bales, counting round as half bales, except
foreign bales, which are in equivalent 500-pound bales.

COTTON CONSUMED AND ON HAND IN SPINNING MILLS AND IN

OTHER ESTABLISHMENTS AND ACTIVE COTTON SPINDLES.
(Linters Not Included)

Cotton
Spindies
Active
During
Dezcember .

(N umber)

Cotton on Hand
Dec. 31 (Bales)—

Cotton Consumed
During (Bales)—

Locality. In Public
Storage &
at Com~
presses. x

Five In

Months |Consuming
ending Yy

Dec. 31.

Decem~

United States
United States__ W]
Cotton-growing States_
Cotton-growing States._
All other States.

1922
1921
1922 324
1921
-|1922
1921

51%*2,662,204 295(*4,074,945| 34
4, 8 566

5(15.503.716
19,111,666
18,935,426

‘961,

203,508 628
987,70

206,169

x Stated in bales.

* Includes 26,953 foreign, 5,724 Am. Eg. and 519 Sea Island consumed, 75,638
rorclgh. 17,013 Am. Eg. and 3,059 Sea Island in consuming establishments, and
54,126 foreign, 32,249 Am. Eg. and 5,140 Sea Island in public storage.

Linters not included above were 49,078 bales consumed during Dec. 1922 and -
45,434 bales in 1921; 123,104 bales on hand in consuming establishments on Dec. 31
1922 and 168,680 bales in 1921; and 38,103 bales In public storage and at compresseg
In 1922 and 171,303 bales in 1921. Linters consumed during the five months
ending Dec. 31 amounted to 287,264 bales in 1922 and 285,344 bales in 1921.

EXPORTS OF COTTON AND LINTERS.

Ezports of Domestic Cotton and Linters
During (Running Bales)—

Country to Which Erported.
y 5 Months end. Dec. 31.

1921.
813,182
383,889 #
212,218
670,824
349,829
521,848
165,570

December.

1922.
174,737
89,879
55,787
105,517
73,380
74,079
34,474

607,853

1921.
214,385

1922.
United Kingdom.

Germany ____
Other Europe.
Japan

All other countries

48,608
127,149 293,
29,056 106,846

639,825 | 2,906,052 | 3,108.360

* Figures include 2,445 bales of linters exported during December in 1922 and 4,394
balesin 1921, and 14,199 bales for the five months ended Dec. 31 in 1922 and 47,745
bales in 1921. The distribution for December follows: United Kingdom, 50 bales;
France, 810 bales; Germany, 125 bales; Belgium, 4 bales; Canada, 1,451 bales;
Mexico, 5 bales.

Imports are not available.

——

‘Upward Tendency of Wholesale Prices in December.

Although the tendency of wholesale prices was upward in
December, no change from the general level of the previous
month is shown by the weighted index number compiled by
the U. S. Department of Labor through the Bureau of Labor
Statistics, according to the Bureau’s statement made pub-
lic Jan. 18, which adds:

This index, which includes 404 commodities or price series taken in repre-
sentative markets, and which is weighted according to the relative impor-
tance of such commodities, rounds off to 156 for December, the same figure
as announced for November. .

While there was no increase in the general price level as measured by the
index number, appreciable advances took place among certain farm prod-
ucts, clothing materials, chemicals, and housefurnishing goods. Among
farm products, corn, oats, rye, wheat, hogs, lambs, cottonseed, flaxseed,
milk, peanuts, onions and potatoes all showed small price increases over
the month before. The increase in this group as a whole approximated
124%. Cloths and clothing, due to increases in cotton woven goods, cotton
yarns, worsted yarns and raw silk, averaged about 1% higher than in No-
vember. Chemicals and drugs were 24 % higher and housefurnishing
80ods 13{ % higher than in the month before. A small iacrease was also
reported for food articles.

To offset these price increases, there were decreases among important
fuel and lighting materials, and among metals and metal products. Fuel
and lighting averaged almost 1% and metals 14 % lower than in Novem-
ber. No change in the general price level was reported for building mater-
ials or for miscellaneous commodities.

Of the 404 commodities or series of quotations for which comparable
data for November and December were collected, increases were shown in
170 instances and decreases in 70 instances. In 164 instances no change :
in price was reported.

Index Numbers of Wholesale Prices, by Groups of Commodities.
(1913 = 100)

Dec. 1921. Nov. 1922. Dec. 1922.
120 143 145
136 143 144
180 192 194
199 218 216
113 133 131

. 158 185 185
127 127 130
178 179 182
121 122 122
140 156 156

Comparing prices in December with those of a year ago, as measured by
changes in the index numbers, it is seen that the general level has risen
11}4%. Farm products show the largest increase, 203{%. Building
materials have increased 17%, metals 16%, fuel and lighting 84 %, and
clothing 73{ % in price in the year. Food articles, chemicals and drugs,
housefurnishing goods and miscellaneous commodities all show smaller
increases compared with prices of a year ago.

Farm products

Cloths and clothing

Fuel and lighting

Metals and metal products.
Building materials
Chemicals and drugs
Housefurnishing goods. -
Miscellaneous
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The 1923 Trend of Motor Prices—Necessity of Increased
Profit Margin.

Reviewing some of the recent economic changes that have
taken place in the automotive industry and forecasting, if
possible, the effect of these changes upon the future prices of
motor cars, it would seem, upon close analysis, says John W.
Scoville in the Jan. 6 issue of the “Michigan Manufacturers
and Financial Record,” that manufacturers, early in 1923,
will discover that their profits are inadequate and we may
expect a more or less general increase in selling prices. This
upturn, he thinks, may be looked for between January 1 and
April 1. The automobile is to-day, Mr. Scoville asserts. one
of few fabricated products which sells below the pre-war
level at a time when general commodities are 56% above that
level. Labor and material costs have been rising since April
1922, but this rise has been masked by the decline in overhead

per car. ; :
Manufacturers are not likely to realize the cost increases

promptly because of the faet that operating statements are
not received until some time after true market conditions are
known. It isa fact, however, he avers, that since June 1922
total costs have been rising and the gelling price declining so
that profit markins have been growing smaller for six
months. Conditions in November 1922 were worse than those
of November 1921 in that greatly increased output in Novem-
ber 1922 brought an almost negligible increase in profit. In
the face of these conditions, certain firms probably will re-
duce prices in the next few months, he opines, the motive be-
ing to thus decrease overhead costs through increased volume
of production. But these price reductions, he is sure, will not
bring the desired results. Profits in the automobile industry
in December, January and February will be shown, finally,
to be not at all commensurate with the expected heavy pro-
duction. Mr. Scoville proceeds as follows:

Let us consider the probable trend of the elements of production, average
selling prices, basic material prices and wage rates in forecasting the future
and computing the possible profits for 1928. Volume of production in the
early months of 1923 will probably exceed the production of corresponding
‘months of 1922, but it is probable that production in the last months of 1928
will be less than for the corresponding months of 1922. Labor and basic

" materials will probably continue in 1923 the upward trend which began early
in 1922. Let us assume that production in May 1923 will exceed the produc-
tion of May 1922 by 25% and let us assume that wage rates and materials will
not advance further. Then our cost index for May 1923 would stand at 92.4
against 86 for May 1922. ;

At present selling prices represented by an index number of 101.2, the.
profit in May 1923 would be 8.8% of income, and this would give to the in-
dustry a profit of $13,000,000 in May 1923, as compared with $25,000,000 in
May 1922. If selling prices should be reduced or if wages and materials
should increase, the outlock would be even less favorable.

The important point, which should not be overlooked, is that an increase
of 25% in the volume of business next May, will not save enough in overhead
to offset the increases in material and labor costs which have already taken
place and the decline in selling prices which have already been announced.

The cost of making an automobile may be divided into three elements;
basic materials, labor and overhead. The changes in the excess of the selling
price above these costs will indicate the trend of profits.

In considering the changes that have taken place in the prices of the basic
commodities used in producing an automobile, such as steel, pig iron, copper,
tin, lead, crude rubber, lumber, turpentine and cotton, a bill of materials
was constructed, showing approximately the number of pounds each of iron,
copper, aluminum, rubber, etc., used in the construction of a four-cylinder
car.

The next step was to compute the cost of these definite amounts of basic
materials at different times. Then the average cost of this bill' of materials
in 1914 was taken as 100, and the costs at subsequent periods were expressed
as percentages of the average of 1914 costs. These index numbers of basic
material costs were computed in two groups, metals and non-metals. The re-
sults of this investigation are shown in Table 1.

TABLE 1.—INDEX NUMBERS OF BASIC MATERIAL PRICES.

Metal Non-Metal Total
Indez Indez Index
99 101
130 116
142 1563
1556 186
141 179
132 1656
177 188
102 132
107
103
104
108
105
108
107
1056
104
105
110
114
120
127
131

98
166
224
226
206
202
169
1387
129
126
125
126
124
122
119
118
128
127
130
133
137
147
150

192] e
1921
1921

Aug.
Sept.
Oct. 138
Nov. 122 134

The U. S. Department of Labor publishes monthly indices of wholesale
prices. In Table 2 we compare our index number of the price of basic mate-

rials entering into automobile construction with the.Departnent of Labor in-
dex of all commodities.
TABLE 2.

U. S. Dept.
of Labor,
All Commodities.

Basie Materiala
Used in Automobile
Construction,
188
132
107
107
106
120
133
38
134

An accompanying chart shows that the prices of materials used in automo-
bile construction have fallen much nearer to pre-war levels than the average
prices of all commodities. Basic materials used in automobile construction
reached a low point in the period from August to October 1921, when their
average price was only 3% above pre-war levels. In fact, these prices were
nearly stationary until April 1922. But beginning with May 1922 an advance
commenced which has averaged nearly 5 points a month and in November
our index stands at 134, the highest point reached since December 1920.

We now come to a discussion of the second element of cost, which is labor.
The U. S. Census Bureau gives the wages and the cost of materials for the
automobile industry in 1921 as follows: Wages, $220,940,516 ; cost of mate-
rials, $1,104,497,012. This would indicate that wages amounted to about
one-fifth as much as the cost of materials. A labor agitator might use these
figures to prove that labor is not getting its rightful share of the produect.
But the figures are misleading, for the materials bought by manufacturers of
automobiles are batteries, tires, bodies, axles and other things on which much
labor has already been expended. Even the basic materials which we have
used in our index, such as steel, copper and lumber, have already had much
labor spent in their production.

Labor costs are several times as important as material costs in the produc-
tion of automobiles. In Table 3 we show the average weekly earnings of
New York State factory workers and the average weekly earnings of workers
in automobile factories as reported by the U. 8. Department of Labor.

TABLE 3.—AVERAGE WEEKLY EARNINGS.

N. Y. State Factories.  Automobile Factories.
: 26.77
33.63
28.49
38.12
17.58
27.18
28.30
32.70
38.93
38.25
29.70
32.27
32.22
Oct. 32.20
Nov. 33.44

These figures indicate that in the deflation of 1920, labor did not “‘deflate,”
except through unemployment. Wage rates declined but little and weekly
earnings of those who worked declined but a trifling amount. In recent
months the tendency of wage rates has been upward. On Nov. 1 1922, the
Federal Reserve Bank of New York reported: . . . . the hiring rate of
wages for unskilled labor in this district, which represents open market labor
conditions, has risen 9% since July.” On Sept. 1 the U. S. Steel Corpora-
tion advanced wages 20%. Wage advances have been granted by many firms.
While there is no very good statistical measure in existence of the cost of
labor, we believe the index numbers given in Table 5, based on many sources
of information, are substantially correct as to changes in average hourly wage
rates,

In a brief year the labor situation has completely reversed itself and in-
stead of a National Conference on Unemployment, labor is fully employed
and labor shortages are reported from some places.

The third item of production costs is overhead. We are using this term
in a slightly different sense than is usual, including under overhead all those
costs which are independent of the rate of production. Overhead thus in-
cludes all expenses, such as insurance, taxes, rent, advertising, administra-
tive and selling expense, and a certain percentage of indirect labor and a
small percentage of direct labor. The total monthly overhead expense of the
automobile industry has probably not changed much in the past two years.
But the overhead per car produced has changed very much, on account of the
great fluctuations in production.

The following table shows the monthly production of automobiles by mem-
bers of the N. A. 0. O. and index numbers of the overhead per car, based on
the supposition that overhead expense per car varies inversely as the produc-
tion. We have assumed that 100 represents the overhead per car in July
1921:

Spread,
45
38
34
31
38
35
22
21

22

Jan.
Jan.
July
Jan.
Apr.
July
Sept.
Oct.
Nov.

Jan.
Jan.
Jan,
July
Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.

27.61
25.27
24.42
24.19
24.59
24.15
24.59
24.89
24.77
25.11
25.72
25.61

TABLE 4.

Monthly Produce-
tion of Automobiles.
63,705
63,933
60,952
55,680
40,698
32,908
46,247
60,5666
91,876
108,568
128,258
143,434
107,009
126,691
104,014
107,400 59
109,000 58
We will now combine our index numbers for the prices of basic materials,
labor, and overhead per car into a single index of cost. By cost we mean
not merely manufacturing cost, but the entire cost of making and selling the
cars, ' To get a single cost index it is necessary to weight, each of the three
factors, and we have used the following weights: Basic materials, 20 ; labor,
50 ; overhead, 30.
The choice of these weights is somewhat arbitrary, but a slight change in

Relative Over-
head Per Car.
100
100
104
114
1567
194
138
106
69
60
b2
44
59
60
61

July 1921
Aug,
Sept.
Oct.

Nov.

the weighting will have but little effect on the final cemputations. The Na-
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tional Bureau of Bconomic Research finds that about 75% of the value of the
product of U. S. factories is paid to employees for services. Many employees
in automobile production would be classed under overhead and some labor has
been expended on the production of basic materials. A consideration of op-
erating statements has convinced the writer that the weights used are sub-
stantially correct.

TABLE 6.—INDEX NUMBERS OF COST PER OAR JULY 1921
TAKEN AS 100.
Basic Materials. Labor.

101 100

Aug. 101 98

Sept. 100 97

Oct. 96 96

Nov. 97 96

Dec. 96 95

Jan. 98 98 138 110

Feb. 100 106 102

Mar. 102 69 92

Apr. 102 60

May 102 ' 52

June 104 44

July 105 59

Aug. 107 50

Sept. 109. 61

Oct. 119 111 59

Nov. 122 111 58

While this weighting makes overhead 809 of the total cost in July 1921,
the relative importance of overhead is reduced as production increases until
in June 1922 the overhead by this weighting amounts to less than 16% of
the total cost. The final index numbers of the three elements of cost, mate-
rials, labor and overhead, and & combined index for all three appear in Ta-
ble 5.

The material index has been pushed downward by two months, as it is two
months or more after the purchase of basic materials before they come out in
finished cars. The last calumn of Table 5 shows that the average costs per
vehicle increased from July 1921 to December 1921, The average cost per
vehicle then declined from 125 in December 1921 to 85 in June 1922, the
costs being expressed by index numbers. Since June average costs of making
and selling an automobile have been increasing, until in November the index
number is slightly over 97. .

The next step in our analysis is to determine the changes that have taken
place in selling ‘prices. In order to get the price trend, we found the total
cost of one touring car of each of the nine most prominent makes, except
Ford. In Table 6 we show the total list price of these nine cars, by months,
and in the last column the same figures are reduced to index numbers.

TABLE 6.
Total Price.
$10,430

10,430
9,690
9,630
9,630
9,480
9,040
8,876
8,830
8,830
8,830
8,780
8,780
8,420
8,300
8,275 101.2
8,275 101.2

The index numbers in Table 6 were chosen so that the business in June
1922 would show a prefit for the entire industry of about 21% of the income.
Some companies made more and some less than this amount. These figures
are for the entire industry other than Ford. On account of the number of
closed corporations and due to the issuance of quarterly and yearly statements,
instead of monthly statements, the per cent of profit in June 1922 can only
be estimated. There is evidence, however, to indicate that the figure chosen
for June is nearly correct. While the average percentage of profit to income
may not be exactly correct, a slight error either way will not invalidate our
conclusions. We are now in a position to compare the trends of cost and in-
come for the automobile industry, and this is done in Table 7.

TABLE 7—COMPARISON OF INDEX NUMBERS OF COST AND SELLING
PRIOCE PER YRHICLE FOR THE AUTOMOTIVE INDUSTRY.

Indez of Index Difference Profit as a Per

Selling Price. of Cost. or Profit. Cent of Income,
127.6 . 100 27.6 21.56
127.6 29 28.56 22.4
117.3 100 173 14.8
117.6 101 16.6 15.1
117.6 114
115.9 1256
110.5
108.5

108

108
108
107.4
107.4
103
101.6
101.2

Overhead. Total.
100 100
100 99
104 100
114 101
157 114
194 125

July

103
107
112

Indez Numbers.
127.5
127.5
117.3
117.6
117.6
115.9
110.5
108.5
108
108
108
107.4
107.4
103
101.5

July

Aug.
Sept.
Oct.»

188 ] i R e
1921
1921

A e e rrtes

. 1922

July
Aug.
Sept.
Oct.
Nov.
Dec.
Jan.
Feb.
Mar.
Apr,
May
June
July
Aug.
Sept.
Oct.
Nov.

*Indicates loss.

The widest gap between selling price and cost is in July and August 1921,
While the profit as a percent of selling price was 21.6% in July 1921, it was
only 16.3% in July 1922. The per cent of profit was 14.1 in October 1921
and only 4.4 in October 1922, Since June 1922 profit margins have been be-
tween the two jaws of a vise—rising costs and declining income per vehicle.

In his conclusions, Mr. Scoville reasons thus:

The operating statements of particular companies may not show the same
kind of trends as this analysis. This deviation might be brought about by a
treatment of reserves in such a way as to equalize monthly profits. Cost fig-
ures prepared by cost acountants may show declining costs in a period when
prices are rising because materials are bought months in advance of the time
when they finally come forth in a finished car. If the management relies

only on operating statements, and not on current prices, it is likely to wake
up some day to some unpleasant realities.

Automobile manufacturers should realize, whatever their book profits may
seem to be, that costs have been rising and profit margins have been narrow-
ing for months. By costs, we mean current costs at market prices.

We will now computé the monthly income of the automobile industry (ex-
cept Ford) by multiplying the number of cars sold by an average price per
car. We will assume an average price of $1,200 for July 1921, and we will
have subsequent prices follow the same course as our index numbers of selling
price. To these income figures, we will apply the per cent of profit figures
in the last column of Table 7, to get the monthly profits for the industry.

The results of these calculations appear in Table 8.

TABLE 8.

Average
Price.
$1,200

1,200
1,104
1,107
1,107
1,091
1,040
1,021
1,016
1,016
1,016
1,010
1,010

969

969

966

966

Cars
Produced.
64,000
64,000
61,000
56,000
41,000
33,000
46,000
61,000
92,000
109,000
- 123,000
143,000
107,000
- 127,000
-~ 104,000
107,000
109,000

Profits.
$16,512,000
17,203,000
9,967,000
8,741,000
1,407,000
*2,844,000
239,000
3,737,000
13,834,000
19,491,000
25,493,000
30,041,000
16,535,000
16,736,000
6,450,000
4,341,000
4,422,000

Income.
$76,800,000
76,800,000
67,344,000
61,992,000
45,387,000
36,003,000
47,840,000
62,281,000
93,472,000
110,744,000
124,968,000
144,430,000
108,070,000
123,063,000
100,776,000
103,362,000
105,294,000

July
Aug.
Sept.
Oct.
Nov.
Dec.
Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov. 1922

*Indicates loss.

Since the percentage of closed cars is greater in the winter, the actual in-
come for the winter months may be slightly greater than the figures in Table
8. * While our estimates indicate net profits for the industry (excepting
Ford) of about $143,000,000 for 1922, it is possible that we are below the
true figures by as much as $35,000,000. The trend of profits in our analysis
is probably more nearly correct than the absolute figures.

@uxrent Boents and Dscussions

A

The Week With the Federal Reserve Banks.

Aggregate reduction of $118,900,000 in total earning
assets, accompanied by a further decline of $56,200,000 in
Federal Reserve note circulation, is indicated in the Federal
Reserve Board’s weekly bank statement issued as at close
of business on Jan. 17 1923, and which deals with the results
for the twelve Federal Reserve banks combined. Gold
reserves show a further increase of $14,500,000 and total
reserves an increase of $26,700,000. Deposit liabilities of
the Reserve banks declined by $50,400,000 and the reserve
ratio rose from 73.6 to 76.19. After noting these facts
the Federal Reserve Board proceeds as follows:

As against slight changes in holdings of discounted bills, the Reserve
banks report a reduction of $24,400,000 in acceptances of $18,800,000 in
Government bonds and notes and of $76,900,000 in Treasury certificates.
Federal Reserve note circulation on Jan. 17 was $2,256,500,000, a reduction
of $207,600,000 since the recent high figure reported on Dec. 27 1922.
Last year the reduction for the corresponding period was $213,800,000.

Gold reserves of the System show an increase of $14,500,000, larger
totals being reported for every Federal Reserve bank, except New York.
which shows a reduction of $36,700,000 in gold reserves. The largest
increases are shown as follows: Chicago, $13,160,000; Boston, $12,100,000:
Cleveland, $6,600,000, and Richmond, $6,000,000.

Holdings of paper secured by Government obligations show an increase
for the week from $282,000,000 to $284,000,000. Of the total held on
Jan. 17, $138,500,000, or 48.8%, were secured by United States bonds,
$2,000,000, or 0.7 %, by Victory notes, $117,700,000, or 41.4%, by Treasury
notes and $25,900,000, or 9.1%, by Treasury certificates, compared with

$140,400,000, $1,900,000, $111,300,000 and $28,400,000 reported the
week before.

The statement in full in comparison with preceding weeks
with the corresponding date last year will be found on
subsequent pages, namely, pages 274 and 275. A summary
of changes in the principal assets and liabilities of the Reserve
banks on Jan. 17 1923, as compared with a week and a year
ago, follows:

Increase (+)s?r Decrease (—)

ce
Jan.101923.  Jan. 18 1922.
Total reserves. -« -uvcccooeaeone" +$162,600,000

Gold reserves.___ 800,000
Total earnin;

4 ry bh"I]Js'go G 1

ecur v U. Jovt. ob tions._ ..
Other bills discounted i

Purchased bills
United States securities, total

Bonds and notes

lation
net liability

—56,200
300,000

The Week With the Member Banks of the Federal
Reserve System.

Loan liquidation, aggregating $119,000,000, and reduction
of $46,000,000 in investments, accompanied by reductions
of $165,000,000 in Government deposits and of over $100,-
000,000 in borrowings from Federal Reserve banks, are
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indicated in the Federal Reserve Board’s weekly consolidated
statement of condition on Jan. 10 of 781 member banks in
leading cities. It should be noted that the figures of these
member banks are always a week behind those of the Federal
Reserve banks themselves.

Loans secured by stocks and bonds show a reduction of
$123,000,000, while other loans show an increase of $4,-
000,000. Of the total decrease in investments about
$38,000,000 represents a reduction in corporate securities.
Member banks in New York City report a reduction of
$149,000,000 in loans on corporate securities, as against an
increase of $19,000,000 in other loans, and a reduction of
$8,000,000 in investments, practically all in corporate
securities.

Total borrowings of the reporting institutions from the
Federal Reserve banks show a decline for the week from
$390,000,000 to $289,000,000, or from 2.4 to 1.8, of their
combined loans and investments. The member banks in
New York City report a reduction of $5,000,000 in borrowings
from the local Reserve Bank and from 2.4 to 2.3% in the
ratio of these borrowings to total loans and investments.
Further comment regarding the changes shown by these
member banks is as follows:

As against the large reduction in Government deposits, net demand
deposits show an increase of $68,000,000, while time deposits declined
by $33,000,000. The New York City banks report reductions in all classes
of deposits: $82,000,000 in Government deposits, $26,000,000 in net
demand deposits and $7,000.000 in time deposits.

In keeping with the increase in demand deposits reserve balances of the
reporting institutions show an increase of $15,000,000, while cash in vault
shows a decline of $9,000,000. Corresponding changes for the New York

City banks are an increase of $34,000,000 in reserve balances and an increase
of $2,000,000 in cash on hand.

On a subsequent page—that is, on page 275—we give
the figures in full contained in this latest weekly return of
the member banks of the Reserve System. In the following
is furnished a summary of the changes in the principal items

as compared with a week and a year ago:
Increase (+4) or Decrease (—)

ince
Jan. 3 1923. Jan. 11 1922.
Loans and discounts—total_____________ —$119,000,000 g
Secured by U. 8. Govt. obligations. .. .
Secured by stocks and bonds
All other______
Investments,
g. S. bonds. 000,000
¢

6,000,000

Treasury ‘certificates —13,000,000
Other stocks and bonds —38,000,000
Reserve balances with F. 416,000,000
Cash in vault____ --  —9,000,000
Government. deposi -- —165,000,000
Net demand deposits +68,000,000
Time deposits —33,000,000
Total accommodation at

+98.000.000
1000

+148,0C0

—53,000,000
+1,168,000,000
-+696,000,000
—241,000,000

. banks____ —101.060.000

Offering of $50,000,000 Republic of Cuba Bonds.

Following the acceptance last week of the bid of the syn-
dicate headed by J. P. Morgan & Co., for the $50,000,000
bonds of the Republic of Cuba—the bonds were offered for
publie subseription by the syndicate on Monday last, Janu-
ary 15 (subject to receipt and acceptance by the syndicate)
at 9914% and accrued interest to yield over 5.55%. Sup-
plementing our item of a week ago (page 125) reporting the
acceptance of the Morgan bid for the bonds, we quote the
following special cablegram to the “Journal of Commerce’
from Havana Jan. 12:

The $50,000,000 Republic of Cuba loan was awarded to-day to J. P,
Morgan & Co. on a bid of 96.77. Associated with the Morgan company
in the loan are the Guaranty Trust Co., the National City Co., Kuhn, Loeb
& Co., the Bankers Trust Co., Harris, Forbes & Co. and J. & W. Seligman
& Co.

Two other bids were opened.
Higginson & Co., of Boston, 93.35.

President Zayas announced the award. Secretary of the Treasury
Despaigne presided at the opening of the bids, assisted by General Enoch
Crowder, Mr. Graham, of the Havana branch of the Bank of Nova Scotia;
John Durrell, Vice-President of the National ity Bank, and other bankers.

The syndicate offering the bonds is composed of J. P.
Morgan & Co., Kuhn, Loeb & Co., the National City Co.,
the Guaranty Co. of New York, the Bankers Trust Co.,
New York, Harris, Forbes & Co., J. & W. Seligman & Co.
and Dillon, Read & Co. Several hundred dealers and dis-
tributing institutions are members of the countrywide
selling organization. The loan is designated as an “external
loan, thirty year sinking fund 514% gold bonds.” The
bonds are to be dated Jan. 15 1923 and are to mature Jan. 15
1953. They are not redeemable for twenty years except
for the sinking fund. Coupon bonds in denominations of
$1,000, $500 and $100, they are registerable as to principal
only. Principal and interest (Jan. 15 and July 15) are pay-
able in United States gold coin of the present standard of
weight and fineness in New York City at the office of J. P.
Morgan & Co. The principal and interest of these bonds are
to be forever exempt from any Cuban taxes now existing
or which may hereafter exist. Pointing out that the bonds

Speyer & Co. offered 93.57 and Lee,

are issued with the acquiescence of the United States Gov-
ernment under the provisions of the treaty dated May 22
1903, the offering cireular says:

Agreement With the United States.

By an Act of the United States Congress dated March 2 1901, certain
provisions were formulated which have been incorporated by amendment
in the Cuban Constitution and have also been embodied in a Treaty, dated
May 22 1903, between the United States and Cuba. Under these pro-
visions, commonly referred to as the “Platt Amendment,” the Republic of
Cuba agrees not to contract any public debt the service of which, including
reasonable sinkilng fund provision, cannot be provided for by the ordinary
revenues. In addition to this financial safeguard, the Republic also agrees
not to enter into any foreign treaty or compact which may impair its inde-
pendence, and furthermore grants to the United States the right to inter-
vene for the purpose of preserving Cuban independence and maintaining a
government adequate for the protection of life and property.

The new loan provides for a sinking fund, which begins
at the rate of $500,000 in the first year and increases by
$50,000 annually during each of thé first ten years, $100,000
annually during the second ten years and $200,000 annually
during the third ten years, the result being the complete
amortization of the loan by the sinking fund-over its thirty
years' life. To these minimum sinking fund payments,
the circular states, there is to be added 109% of the gross reve-
nues of the Cuban Government in excess of $60,000,000 in
any fiscal year. The bonds are not to be .callable, except
under the provisions of the sinking fund, for the first twenty
years, but thereafter may be called for payment, as an en-
tirety, at par, accrued interest being also payable. From
the New York “Times” of the 15th inst. we take the fol-
lowing:

The Cuban law authorizing the loan provides that $24,000,000 of the funds
realized are to be placed at the disposal of the Department of Public Works.
Of this amount $12,000,000 is to meet obligations of the department incurred
previously to July 1 1922, while $6,000,000 will go for reconstruction and
repairs. An additional $6,000,000 will be at the disposal of the Department
after obligations of the other branches of the Government have been met
and the Ministry of the Treasury has received funds to meet the expense of
auditing Government accounts and collecting sales and Bross receipts taxes.
Not more than $9,000,000 will be deposited in the Treasury to replace the
““fund of special accounts.”” The $5,000,000 loan obtained from J. P. Mor-
gan & Co. in 1922 will be liquidated.

The interest and sinking fund on the loan will be met from sales and gross

receipts taxes, amounting to 1% on gross sales, or receipts of merchandise,
from manufacturers, hotelkeepers, public utility corporations and others.

Regarding the security, debt, revenues and trade, we quote
the following from the circular:

Security.

These bonds are to be the direct obligations of the Republic of Cuba,
which pledges its good faith and credit for the prompt payment of principal
and interest. In addition they are to be secured:

(a) By a charge on certain revenues of the Republie, including the customs
revenues, subject to existing charges, but prior to any future charges. The
customs revenues have alone averaged $46,292,000 annually during the last
five years, the lowest receipts in any one of such five years having been over
830,000,000 in the critical year of 1921-1922. The existing charges upon the
customs prior to these bonds for the current fiscal year amount to $3,985,750,
of which amount $2,145,000 is payable in the first instance out of other
revenues, which, during the last five years, have averaged $4,430,000
annually.

(b) By a first charge on 10% of the amount by which the revenues of the
Government in each fiscal year exceed $60,000,000.

Debts, Revenues and Trade.

The funded debt of Cuba on July 31 1922, amounted to $91,542,400, of
which $51,703,500 was external debt. Revenues during the ten years ended
June 30 1922, averaged $60,329,000 annually. The budget estimate for the
current fiscal year is $55,638,800 and estimated expenditures amount to $54,-
852,102. During the first six months of the current fiscal year revenues
have totaled $29,218,000, as against expenditures for the same period esti-
mated in the budget at $28,253,000.

The exports during the ten years ended Dec. 31 1921, have averaged
$347,852,000 annually, of which $274,890,000, or 79%, were sent to the
United States. Imports during the same period averaged $255,918,000
annually, of which $181,655,000, or about 71%, came from the United
States. These figures indicate a surplus of exports over imports averaging
$91,934,000 annually.

The following summary of present conditions in Cuba is
furnished by the bankers offering the bonds:

The improvement in the sugar industry in Cuba during the last twelve
months has been quite remarkable. At the close of last year Cuba had left
unsold 1,225,000 tons of raw sugar, and prices were at an abnormally low
level. During the last twelve months the price of raw sugar has about
doubled, the carry-over has been liquidated and nearly 4,000,000 tons of the
1921-1922 crop sugars have been produced resulting in an insignificant carry-
over at the end of this year. The grinding season is now opening in Cuba
with an estimated production for the current year of 4,000,000 tons, and
with the assurance of favorable price.

The drastic liquidation which began two years ago, and the subsequent
great improvement in the sugar situation, have reflected themselves in
Cuban Government affairs. The Zayas Administration, which came into
office two years ago, at a time of an acute economic and financial crisis, has
succeeded in bringing about a balanced Cuban budget at a much earlier date
than was then believed possible. This improvement in Cuban economic and
governmental affairs is due, perhaps, primarily to the great resiliency of a
country of rich soil which contributes to the world a basic product so
essential as sugar.

The rapidity of Cuba's improvement has also been helped by her unusual
currency position. Except for her subsidiary coinage Cuba uses United
States money. The Cuban nation, therefore, in the period of readjustment
since the ending of the World War, has been entirely free from any currency
inflation. In fact, it has been estimated by competent banking authorities
in Havana that the people of Cuba have in circulation over one hundred
millions of dollars In notes of the Federal Reserve Banks of tha United States,
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This is, in effect, money due from the United States Federal Reserve Banks
to the people of Cuba, and constitutes an amount greater than the total
external debt of the Republic of Cuba, including the present loan.

» In no small degree, however, the improvement in Cuba has been brought
about through Gen. E. H. Crowder, the personal representative of the Presi-
dent of the United States, who, acting under the direction of Secretary
Hughes and in cordial co-operation with President Zayas, has been of great
assistance in introducing economies in governmental operations and in-
creases in governmental revenues.

The financial statement from Cuba indicates that during the first six
months of the present fiscal year the revenues amounted to $29,000,000
and the expenses to about $28,000,000, the result being a surplus of income
over expenses of approximately $1,000,000.

The amount due on subseription allotments will be pay-
able about Feb. 1 1923 at the office of J. P. Morgan & Co.
in New York funds against delivery of Trust Receipts,
exchangeable for definitive bonds when prepared and re-
ceived. 'The bonds were admitted to the New York Stock
Exchange list early this week.

Conference Between U. S. and British Debt Missions
Suspended. Return of Latter to Europe.

The conversations between the American and British
Debt Commissions looking to the funding of Great Britain’s
debt to the United States, were terminated on Thursday
of this week (Jan. 18), the British mission leaving Washing-
ton that day for New York; the mission will sail for Europe
to-day (Jan. 20). In announcing the proposed return of the
British delegation, the American Commission—(which is
known as the World War Foreign Debt Commission) issued
the following statement on the 18th inst.:

The two Commissions have given long and detailed consideration to the
questions involved in the funding of the debt. Progress has been mad®
toward a mutual understanding of the problems involved and discussions
have now reached a point at which the British Government thinks it
desirable that the Chancellor of the Exchequer should return to London for
consultation.

The discussions have, therefore, been adjourned and the Chancellor of the
Exchequer will sail on the 20th instant.

The arrival on the 4th inst. of the British Mission, headed
by Stanley Baldwin, Chancellor of the British Exchequer,
and Montagu C. Norman, Governor of the Bank of England,
was told in our issue of Saturday last (page 125) in an item
in which we also referred to the discussions last week be-
tween the American and British debt-funding missions.
That the two bodies appear to have been unable to come to
agreement—the interest question being one of the principal
points at issue—is evidenced in newspaper reports from
Washington, one of which (to the New York “Times’ Jan.
18) we quote herewith:

No agreement was reached by the British and American Debt Commissions
at their joint meeting to-day, and the members of the British mission left
at 1 o-clock for New York, whence they will sail Saturday for Lendon, to
report to their home Government.

An intimation was given, however, that the situation as regards the fund-
ing of the British debt was not critical and that within a short time an agree-
ment would be reached, possibly within the next few weeks. As evidence of
this favorable trend it was announced that the British mission would not
return to the United States and that details of the funding problems would be
handled by Ambassador Geddes.

There is a differenee of opinion as to whether the proposal for a modifica-
tion of the American law on the debt will be made while the present Congress
last. Some members of the commission feel that it might not be brought
forward until the next session. The fact is that political conditions at home
and in Continental Europe may affect the decision.

The British mission came to this country prior to the meeting of the Pre-
miers in Paris, at a time when it was hoped that decisions reached at that
conference might cause a favorable atmosphere here for legislation which
would modify the terms under which the British debt might be funded. As
the conference of Premiers failed it is said that there are members of both
the American and British Commissions who feel that it would be better to
delay until future happenings abroad.

The point was made, however, that whatever might be developed, Great
Britain, within a reasonably short time, would enter into an agreement,
fund the debt and that the delay should not be considered as an attack upon
the solvency of Great Britain. The departure of the mission without reach-
ing a tentative agreement was chamccerlzcd as a ‘‘delay’ rather than a
“‘break.”

The failure to reach a tentative agreement here was largely because of the
refusal of the American Commission to accept 3% interest on the debt,
spread over a period of from fifty to sixty-six years. Some doubt was ex-
pressed by American representatives that Congress would be willing to modi-
fy the law to permit even 3 1-3 or 33{ %.

Faced by such a situtation, the Brnlqh mission, it is understood, expressed
the belief that it was advisable for it to return to London, make a full report
of the argument presented by the American Commission and await the
developments of the next fow weeks in the foreign situation, expecially with
regard to Continental Europe.

The best evidence that both Commissions are hopeful of favorable action of
some sort is found in the fact that the handling of the British interests was
left by the mission in the hands of Ambassador Geddes and the representa-
tives of his embassy. No date has been set for another meeting of the
American Commission and it will probably depend upon the information
received here after the members of the British mission have consulted with
cabinet in London.

The previous day the Associated Press in a Washington
dispateh Jan. 17 said in part:

In both British and American circles to-day it was emphasized that there
would be only a suspension of the negotiations: That a settlement of the
debt, the greatest single international financial transaction in the history of
the world, must and would be reached. Both sides to the negotiations also
were agreed that a speedy adjustment was desirable, not only because of

the effect that this would have upon the two countries, but upon world
conditions generally.

_ Just how far apart the commissions are at this time neither side will say.
but in American quarters it was declared that the differences in views was
not great. The interest rate constitutes the chief point of debate, with the
time the debt is to run and the minimum annual payments to which Great
Britain is to bind herself, lesser elements in the equation.

Both commissions find themselves in much the same position as regards
the requirement of governmental sanction of any terms reached.

The Americans must go directly to Congress for approval of the refunding
arrangement and naturally they have frankly stated to the British that they
could not accede to conditions of settlement which could not be expected
to receive ready ratification by that body.

Likewise, the British mission must act in full accord with the desires of
the London Cabinet, which, in forming its ultimate judgment, could be
expected to have regard for the question of whether the terms could be
expected to meet with the approval of a majority in Parliament. It was
explained that one principal reason for the return of the British mission to
London at this stage was to put Premier Bonar Law's Parliamentary
lieutenants in possession of the facts necessary to guide them in their action
in Parliament.

Whether a British mission will be returned to the United States to con-
tinue the negotiations now is undetermined. It is regarded as within the
probabilities, however, that the personal account of the negotiations to
be given to the Cabinet by Stanley Baldwin, the British Chancellor of the
Exchequer, who heads the British group, will clear the way for a completion
of the negotiations through the British Embassy.

The departure of the British on Saturday is in accord with arrangements
made before their arrival in this country two weeks ago. At that time, how-
ever, it was hoped that the period spent here would be sufficient to bring
the views of the two Governments into accord. With both sides making
concessions from the start, this hope appeared likely of realization until the
session last Friday, at the conclusion of which the British found it desirable
to cable to London for additional instructions.

On Monday, the 15th inst., when the discussions were
expected to reach consideration of definite methods of pay-
ment, a postponement until the succeeding day was asked
by the British delegation, by which time -(Washington
advices to the “Journal of Commerce’” stated) Chanecellor
Baldwin expected to receive cable instruetions from London
as to the final position to be taken by his mission towards
the suggestions advanced by the Americans. The “Journal
of Commerce’” advices also stated:

The differing views of the negotiators as to the terms of settlement, it
was indicated at the Treasury, find the British favoring a funding scheme
which would provide a maturity of about sixty-six years and an interest
rate of about 3%, while the Americans are holding out for a maturity
of not more than fifty years and seeking to keep the interest rate up to
about 4% or 414 %.

It was disclosed, incidentally, at the Treasury, that the Government
is shaping its fiscal policies toward the funding of the Liberty loans as
they come due on the basis of the rates obtaining in the markets at their
maturities.

Some disappointment was evidenced by commission members to-day
at the postponement of the meeting with the British, since in view of
their desire to complete the discussions and return to England at the
end of the week it is felt that each day's work must be made to count.
The hitch in the proceedings appeared to be somewhat of a surprise to
the American Commission and while Mr. Mellon was declared to be hopeful
that the discussions would proceed readily toward a definite understanding,
it was reported that he would not predict the consummation of an under-
standing upon which funding arrangements would be based.

Learn What Britain Can Pay.

Dcspltc the repeated official declarations that nothing specific in the way
of terms has yet been taken up by the Anglo-American debt negotiators,
it was made plain at the Treasury that the Commission has satisfied itself
not, enly as to what the British want in the way of terms, but what they are
capable of paying for the next few years. Conclusions of the Commission
are being carefully guarded, but it was indicated that payments of interest
on the basis of semi-annual installments of $100,000,000 already received
could not be expected for the immediate future. Interest approximating
that amount, it was expected, would cause a deficit in the British budget for
their fiscal year 1924 of some $300,000,000. .

Reduction of expenditure in some lines will be made by the British, ac-
cording to the belief of the Comnfission, but it was indicated that there is
no desire to bring hard pressure to bear upon the British Exchequer at the
outset and that the Commission was mainly concerned with the fixation
of some amount which would be applied yearly to the liquidation of the prin-
cipal of the debt.

In this connection it was stated officially that the acerued and unpaid in-
terest, which was deferred for three years ended last April, and amounts to
$611,044,202, is considered as principal to be added to the principal obliga-
liom held of $4,074,818,358, making the total British indebtedness $4,685,~

862,560, the amount to be considered as principal under any funding ar-
rangements to be decided upon.

Rate of Interest.

Prosecution of a prnpoxal fixing the interest at which the debt is to be
funded as low as 3%, it was stated, would be met with considerable resist-
ance by the American Commission, but it was held that the exact rate of
interest could not be settled until it was definitely determined what method
of payment should be selected, as the different factors involved in the final
method would go far toward determining the interest rate.

The suggestion has been made, it was disclosed, that whatever rate of in-
t,enjst, is adopted should be made to apply retroactively to the creation of the
various credits in favor of Breat Britain, which might have the effect of re-
ducing substantially the total of $611,000,000 of interest accrued, but the
!mpre&sion was given that the Commission was disinclined to apply any new
interest rate further back than an adjustment on the $100,000,000 install-
ment paid last fall, which was computed at 5%

On the 16th inst., when the members of the two com-
missions were unable to reconcile their views, the nego-
tiations were suspended until Thursday, the 18th inst.
The Associated Press advices from Washington on the
17th inst. in noting this said:

The subject matter of the conversations at to-day’s joint session, which
lasted about an hour, was carefully guarded by both the Americans and the
British, but there were indications that the present difference had to do
jargely with the question of the interest rate. It was reported that the
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British mission had suggested 3% and that this had been approved yester-
day by the British Cabinet, which had before it an account of the progress
of the negotiations forwarded by the mission.

View of American Members.

It was learned authoritatively that at previous sessions there had been
discussion of the statement that 3% was the average rate of Government
loans in normal times and that the figures examined by the commissions had
appeared to support this contention. Since this figure is considerably
below -the rate of interest now paid by the American Government on the
money borrowed and advanced to Great Britain, however, some members,
at least, if the American Commission were represented as feeling that they
hardly would be justified in recommending such a figure to Congress.

‘While the State of the negotiations after to-day's session was described
officially as practically the same as that obtaining after the previous meeting
on last Friday, both the Americans and the British expressed hope of an
agreement in principle before the end of the present conversations.

As indicating that the terms discussed were not being
enthusiastically received abroad, we quote the the following

London press advices Jan. 14:

Commenting editorially to-day on the debt negotiations at Washington,
the Sunday ‘“Times’ says:

“Chancellor of the Exchequer Baldwin might well feel justified in pressing
for easier terms than those yet mentioned in any of the press dispatches
from Washington, and the best financial opinion in America undoubtedly
would support him in doing 0. 'The prospect of converting a loan into 3%
bonds, payable in sixty years, does not, for instance, particularly thrill us.

“British credit deserves better accommodation than that, and American
interests would gain by providing it.""

The way to a reasonable adjustment of the debt is still formally barred by
the Act of Congress, and the “‘usual voices' will be raised against an effec-
tive departure from its provisions, according to the *‘Observer.” *“But,"”
says this newspaper, “Mr. Baldwin's language has been that of honest com-
merce, and there is even a sign that American opinion appreciates it.'

P The ““Despatch says that Great Britain can pay only by exporting goods,
and that the Americans are just as interested as the British in seeing how
this'can be reconciled with the new American high tariff.

We also quote the following Associated Press advices from
London Jan. 18, which appeared in the New York “Times’

of yesterday (Jan. 19):

Observers who seek the cause ot the present delay in the debt-funding
negotiations with the United States must be satistied with the phrase ‘‘prac-
tical politics,’” according to British official opinion as expressed this evening.

The British Cabinet is plainly dissatistied with the terms which the Ameri-
can Debt Funding Commission finally offered to Stanley Baldwin, the Chan-
cellor of the Exchequer, at the head of the British mission in Washington. It
believes that what the Minister considers to be the relative economic and
financial conditions of the two countries warrant an easier settlementfor
Great Britain.

Other official circles whose duty it is to keep advised of the actual condi-
tions in the two countries express the opinion that the American terms are
liberal to the point of generosity, or at least asliberal as any British commis-
sion can ever expect.

Premier for Ezceplance.

Prime Minister Bonar Law is declared to share the latter view, for he is
an economist as well as a politician, and Mr. Baldwin is believed to be entire-
1y satisfied with the American terms, but to see plainly that his duty is to
return to England and outline the full situation before the Cabinet.

The desire of the British Government to hold out for the best possible set-
tlement will be understood in America, according to official circles, when it is
realized which is pledged to a policy of retrenchment is dealing with a prob-
lem that seriously affects the taxpayer.

The American Commission, it is pointed out, has had a great advantage
over the British mission because it was at home, where its members could
could have daily conferences with the Government leaders and determine
the limit of concessions to which Congress was likly to agree.

On the other hand, Mr. Baldwin had reached a point where the exchanges
of information with Downing Street by cable had become impracticable,
and the only thing to do was to return home, but official circles are confident
that a basis for a settlement will be reached shortly after his arrival in Lon-
don. \

Comment Shows Hopeful Tone.

The disposition of the press is to treat the situation in no wise pessimis~
tically.

The “Morning Post' contends editorially that if the American offer is
regarded in the strict light of business it may well be considered a very friend-
1y proposal. Nevertheless, it says, Great Britain is bound to take into ac-
count how heavily taxation now presses British industry and the great
sacrifices which the country has made in order to maintain its credit.

“For these reasons,'’ the newspaper says, ‘‘the Government feel it their
highly distasteful duty to suggest a lower rate of percentage than that pro-
posed by the Debt Commision. There is another closely related reason,
namely, that additional taxation must further reduce both the productive
and the spending capacity, and acceptance of the American proposal would,
therefore, exercise an injurious effect upon trade and commerce as a whole
in which American industry would of course be involved. We put forward
these considerations in full confidence that their import will be appreciated
in the United States.'

The newspaper prefers to express no opinion as to whether the Debt
Commission cannot modify the American terms. Great Britain ought to
accept them rather than continue paying, .“or rather owing,” 5%. The
“‘Post’’ hopes that a choice will not be necessary.

On the 12th inst. in stating that there would be offered in
the House of Representatives this week legislation to modify
the resolution creating the American Debt Commission so
as to reduce the interest rate and increase the period of
maturity as applied to Great Britain's debt the New York
“Times’ in a dispatch from Washington added:

The terms of the new resolution, which were discussed to-day by Repre-
sentative Mondell, Republican House leader, with President Harding, will
‘be decided at a conference of leaders of Congress and the American Debt
Commission. This conference will be held at the White House to-morrow.

It is hoped that the resolution may be rushed through Congress early next
week. Ifit can be expedited, it is the bellef of the American Debt Commis-
sioners that they can bring about a definite agreement with the British
Commissioners before they leave for home probably the last of next week.

On the following day (Jan. 13) the “Times,” in a Wash-
ngton dispateh stated:

President Harding told Republican leaders of Congress at a conference at
the White House to-day that no request for modification of the foreign debt
funding legislation would be sought until the British and American Commis-
slons has completed negotiations and come to a tentative agreement which
it was hoped would be used as the basis for negotiations with other debtor
nations.

The leaders were told also that a decision on the part of the Commissions
was expected by the end of next week; that a report then would be submitted
by them to the President and that shortly thereafter the President would
appear before Congress with recommendations for modification of the fund-
ing terms.

This program was accepted as satisfactory by the Republican Congres-
sional leaders of the House and they will await action by President Harding.
It is the President’s hope that legislation will be adopted at the present ses-
sion of Congress which will permit of a final settlement of the British debt
problem, and open the way for speedy negotiations with other European
pations. Such, of course, it was thought, would have a favorable effect
upon the financial and business world.

Smoot Assails Existing Law.

In the Senate to-day Senator Smoot of Utah, a member of the-American
Debt Funding Commission, declared that in his opinion *‘no human being
can settle the debts under the law existing to-day." He added that he had
no objection to the enlargement of the American Commission to permit
of the appointment of a Democrat, but thought it would be a mistake to
attempt such a move until the negotiations with the British were concluded.

The were various reasons, it was said, which influenced Administration
leaders in deciding that it would be unwise to seek any change in the debt
funding legislation until after negotiations with the British were ended.
For one thing, it was felt that the debate which might start in Congress
if changes were sought at once would have an embarrassing effect upon the
negotiations. Also, the opinion was expressed that the Administration
would be in a stronger position to ask for modification of the law if it were
able to place before Congress at the time the request was made a complete
statement of the results of the negotiations with the British Mission.

The White House conference of to-day, it was said, was called by the
President in response to the desire of the American Commission that noth-
ing be done to embarrass the pending negotiations. The Commission is
reported as feeling that a discussion of the Debt Funding law in Congress
at this time would interfere with the negotiations.

Those at the conference were Representative Burton of Ohio. a member of
the Debt Commission; Representative Mondell of Wyoming, Republican
floor leader; Representative Campbell of Kansas, Chairman of the House
Rules Committee, and Representatives Green of Vermont, Green of Towa,
Longworth of Ohio, Madden of Illinois, Towner of Michigan and Coe of
Wyoming,

In another item in this issue we refer to Senator McKellar’s
statement in the Senate on the 16th inst. in behalf of the
United States regarding the debt issue. On the 12th inst.

the “Times” Washington dispatch said:

When the commissions adjourned to-day it was announced that no
proposal had been submitted by the British, but that this probably would
be done on Monday. To-day's discussion dealt primarily with the British
debts, loans and unemployment relief expenditures and their effect upon
the ability of Great Britain to meet her obligations to the United States.

Figures on British Debts.

It was shown that the total British debt, including her debt to the
United States, had reached £7,676,295,109, as compared with but £661,-
473,765 when the war started. Interest payments before the war totaled
£16,894,120 annually, while at present they are estimated at £335,000,000,
or more than half of the total of indebtedness in 1913.

Debts due to Great Britain from Allied nations, it was shown, have
jumped from £767,971,589 of March 31 1917 to £1,503,642,016 in 1923,
or, in other words, had practically doubled in the last six years. The
following table shows the increase in the British debts since the fiscal
year 1913-14, the figures representing pounds sterling:

Debts.
661,473,765
-- 651,270,091
--1,108,817,067

Interest.
16,894,120
19,512,539
58,080,105

125,068,977
187,665,554
267,969,204
326,603,498
328,331,757
-.7,5685,400,690 307,283,737

7,676,295,109 (est.) 335,000,000

The approximate classification, according to period of maturities on
March 31 1922, was as follows:

Floating debt, Including war savings certificates, payable on demand
or within six months, £1,364,000,000; bonded debt, maturing within
five years, £712,000,000; bonded debt maturing after five years, £4,762,-
000,000; debt to the United States Government ar par exchange, £838,-
000,000; total, £7,676,000,000.

At the same time the “Times” printed a table showing in
pounds the debts due by Allies to Great Britain, excluding
relief loans (cash advances, excluding all interest) on March
31 1917 and Sept. 20 1922, in which, although reported as
taken from an official table of the British Debt Commission,
there appears to have been discrepancies. In printing the
correct figures on Jan. 15, the “Wall Street Journal’’ said:

In summary of England’s loans to former Allies presented by British
Debt Commission to U. 8. World War Foreign Debt Commission, issued
last week, there was a typographical error in the official statement showing
amounts owed by France and Russia on Sept. 30 last, as well as the aggre-
gate on that date. The table has been corrected to read as follows:

*‘Following are the amounts owed England by the various countries:

OnMar.31°17. On Sept. 30 '22
£178,635,79, £453,000,255
364,654,01 404,594,647

.- 146,872,125 380,708,116
-~ 49,925,045 97,308,608
900,000 3,499,581
12,129,122 22,453,020
11,574,093 16,585,364
1,832,973 65,012,377
1,448,421 20,479,958

TR £767,971,689 £1,5653,642,016

igitized for FRASER
tp://fraser.stlouisfed.org/
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Senator McKellar Presents U. S. Side in British
Debt Issue.

Senator McKellar, in the Senate on the 16th inst., under-
took to present the position of the United States in the
British debt funding issue—attention, he stated, having
almost invariably been directed in the newspapers to Great
Britain's large debt, its large loans to other countries and its
large tax rates, while the case in behalf of the United States,
he observed, has never been stated. Referring to the fact
that the United States Debt Funding Commission seems to be
giving great weight to Great Britain’s tax rate, Senator Me-
Kellar pointed out that “they should not lose sight of the
American tax rate, which is the highest in its history.” He
also stated that ‘‘counting cash and bonds the war cost
America practically as much as it cost Great Britain.”
Under the terms of the Act of Congress under which the
money was loaned to Great Britain by the United States,
says Senator McKellar, it was loaned ‘“‘upon the best and
lowest terms upon which any nation during a war ever
borrowed money.” Mr. McKellar further points out that
“in every transaction that we had with Great Britain during
the war she put it upon a business basis. She charged us
for everything done for us in the war, and we have paid in
full.” The argument in behalf of Great Britain as presented
by the British Chancellor of the Exchequer, Stanely Baldwin,
during last week’s discussions between the British Debt
Funding Mission and the United States body—the World
War TForeign Debt Commission—was referred to in these
columns last week, page 125. Below we give Senator Mec-
Kellar's portrayal of the case in behalf of the United States:

The War Debts.

Mr. President, while our Debt Funding Commission continues to proceed
without taking the American people into its confidence, I notice that the
British Government is giving out information to the British people back
home. It is quite remarkable that we have to obtain news as to what
this Commission is doing from London dispatches. I quote one published
yesterday:

‘‘London, January 15.—Premier A. Bonar Law instructed Chancellor
of the Exchequer Stanley Baldwin, who is now in Washington heading the
British Debt Funding Commission, to insist upon a_further interest rate
reduction. He suggests that the United States would consent to 3% upon
the $4,277.000,000 owing to the United States. The Premier approves
payment of the debt with bonds."

It is quite remarkable, Mr. President, that the only tangible information
that has been given as to the settlement of the British debts come from
London. I am glad to know that our British brethren are willing to take
their people into their confidence to some extent, at least, and 1 believe the
American Commissioners would succeed better if they were to take the
American people into their confidence and tell what is going on. Secrecy
in the conduct of governmental affairs never has made for success.

I want to call further attention to the fact that in the newspaper accounts
of the negotiations between the two debt funding commissions there is
almost invariably a long explanation as to Great Britain’s large debt, as
to Great Britain's large loans to other countries, as to Great Britain's large
tax rates, the fact that Great Britain bought American goods with the
money, and every conceivable argument which would aid Great Britain
in securing an advantage in the parley. The American case is never
stated. I am going very briefly to outline the American side of the
controversy.

First—America loaned this money at a time when Great Britain needed
it most, and she loaned it without stint.

Second—Under the terms of the Act of Congress under which she loaned
it, she loaned it upon the best and lowest terms upon which any nation
during a war ever borrowed money. -

Third—Instead of the fact that she bought American goods with the
money, or with the most of it, being a reason why she should be dealt with
more leniently, it is a fact that ought to be the strongest reason why she
should pay under the terms of the Act which she borrowed. The goods
that she bought in America were infinitely more vital and valuable to her
than all the money of the world at that time. She had to have the supplies.
These supplies—not the money—saved her Government.

Fourth—She borrowed the money under the Act of Congress, and she
ought to come forward and pay under the terms upon which she borrowed.
8he knew the Act of Congress and its terms before she accepted the money.

Fifth—The American Commission seems to be giving great weight to
Great Britain's tax rate. They should not lose sight of the American tax
rate, which is the highest in its history.

Sixth—Counting cash and bonds, the war cost America practically as
much as it cost Great Britain.

Seventh—Great Britain, as the result of the war, received a vast empire
in territory and some 40,000,000 additional people, and has the promise
of large reparations. The United States received nothing as the result
of the war.

Eighth—Since the war Great Britain has found no difficulty in financing
purchases of oil in various parts of the world. Her investments in this
matter alone amount to hundreds of millions of dollars; and in many of
these acquisitions of oil property it is stated on the best of authority that
she has excluded America and Americans.,

Ninth—S8he has found no trouble in finding money to lend to foreign
countries where it was thought helpful to her trade and commerce. In
doing this, of course, she comes directly in competition with American
shipping interests.

Tenth—~She is maintaining the most expensive navy in the world, and a
very large army.

Under these circumstances, which I am sure will be admitted by everyone,
it seems to me that our Debt Funding Commission, our American news-
papers, and the American people would do well to be considering America’s
side of the question rather than laying too much stress upon Great Britain’s
inability to pay us what is right and reasonable.

Mr. President, in submitting these views I again wish to say that I am
not submitting them in a spirit of hostility to Great Britain. If Great
Britain wants a longer time for these bonds to run than the 25 years, as
provided in the original Act, I for one have no objection to giving her a

longer time; but in so far as the rate of interest is concerned, fixed by the
last Act of Congress at 414 %, that should be satisfactory to our British
friends. It is just about the rate at which we borrowed the money from
the American people to lend to Great Britain. The rate fixed should
certainly not be less than the rate at which we borrowed. If it should be,
then we will be unfair and unjust to the American taxpayers.

In every transaction that we had with Great Britain during the war,
she put it upon a business basis. She charged us for everything done for
us in the war, and we have paid in full. Now Great Britain should pay
what is right—nothing more and nothing less. Her representatives here
are no doubt splendid business men, and they are making the best trade
they can. There is no sentiment whatever in their handling of thé matter.
Our representatives should look at it in the same business-like way; and our
newspapers, if they desire to submit the British view, as they so frequently
do, should be fair enough to the American people to submit the American
view also. Of course, we should be absolutely fair to our British friends,
and in the same way we should be fair and just to the American people,
who lent them this money at the most critical period of their nation’s history.

Mr. President, in this connection I ask unanimous consent to. have
printed in the ‘“‘Record” in 8-point type an article by Garet Garrett, which
is the same article that was printed in the “Saturday Evening Post' of
Nov. 25 1922. I think it is one of the most excellent statements of the
American position that I have seen; it presents facts that can not be contro-
verted, and I believe it will be intensely interesting to every Senator. I
hope every Senator here will just spare about 10 minutes to-morrow to read
it, and thus obtain a sensible presentation of the American view. The
British propaganda has received such wide publicity in this country, and
the real facts have been so carefully concealed, that our public has a false
notion about these debts. After giving her 5% obligations for this debt,
as she has already done, and which are now in the hands of the American
Government, Great Britain should be gratified to accept the rate of interest
fixed in the pending Act, namely, 43{ %. In passing this Act America has
voluntarily reduced the agreed rate three-fourths of 19, and surely after
this generous treatment Great Britain should not ask more. We hold her
5% obligations now. We are generous in voluntarily reducing the rate.
Great Britain has not offered to reduce any obligation which we owed her.
She insisted that we pay in full, and we paid in full. During the war she
constantly sought to charge us more for goods bought of her than she
charged her own citizens, We do not see the American view in our papers,
but they constantly print propaganda, evidently coming from British
sources. Why not consider for a few moments the American view? 1 urge
Senators to read this article, and T also want to commend it to the careful
reading of the American Debt Funding Commission. If they could be
induced to consider even for a moment the American side of the controversy,
I am sure they would secure a more acceptable settlement.

Invasion of Ruhr Region by France—Delay Granted
Germany on Reparations Payment.

According to advices from Berlin last night (Jan. 19)
the latest developments growing out of last week’s invasion
by France of the Ruhr territory of Germany (reference
to which was made in our issue of a week ago, page 128)
consist in the seizure, begun yesterday, of State mines in
the Ruhr by the forces of oceupation. Associated Press
advices, in reporting the seizure, said:

The Bergmannsglueck and Westerhold pits, near Buer, were occupied
by the military, and Manager Ahrens was arrested tor retusing to deliver
coke. Troops appeared at the Moeller pits at Gladbeck and at the Rhein-
baden mines at Bottrop. At Recklinghausen the President ol the State
Mine Administration, Dr. Raitieisen, responded to an invitation to appear
betore the military authorities. He did not return, and may have been
arrested.

The President of the district railway administration ot Essen retused
to-day to dispatch coal trains, rejecting the French demands tor shipments.

A general strike ol the ireight railwaymen throughout the Ruhr is
expected this atternoon. Orders for the strike were received trom Berlin
this morning by the railroad workers, and at noon the union leaders were
in session with the orders betore them at noon to-day. The French expect
them to repudiate their promise to continue work and obey the instructions
trom Berlin. Y

As the French, Italian, and Belgian customs experts completed their
plans tor controlling the export business ot the Rhineland, which includes
70% ot Germany's dye trade, as well as the products ot the Krupp plant
at Aix-la-Chapelle, the Ruhr Valley ottered neither resistance nor opposition
to the requisitioning ot coal shipments. The amount thus taken over
so far is small.

The taking over of the eustoms districts of the Rhineland
by five French inspectors was announced at the same time.
in advices from Coblenz, published in last night’s Brooklyn
“Eagle,” making it was said, ‘‘a complete ring around the
territory.” 'This cablegram also stated:

The same will be done in a few days in the Ruhr Valley.

Inspectors at the same timo seized the eustoms funds, forests and coal
taxes. "

The French action gave rise to the fear among the population that the
banks would also be seized, but there were no such confiscations here.

The French are now operating throughout the British area around
Cologne, the British agreeing not to oppose the French sanctions so long
as their application does not involve the use of British troops.

Commodily Prices Jump. .

Prices of various commodities have almost doubled overnight throughout
the Rhineland, but the mark remains stationary at 21,000 to the dollar.

There will be no attempt, it is stated, to establish a fiscal customs line
between the occupied district and Germany, as was done in May 1921,
and no trains will be stopped or passengers interfered with. -

Flying squads, however, will from time to time make tours of investiga-
tion. Some of these raids have begun already, owing to the_tendency to
ship goods into Germany. .

In Dusseldorf all the banking institutions, both private
and State, closed their doors at 2 p. m. yesterday, claiming,
according to the press advices, to be unable to carry on
business owing to the seizure by the French of the¥local
branch of the Reichsbank, thus shutting off the supply of
marks. The further Dusseldorf advices of last night,¥as

given in the Brooklyn “Bagle” follow:
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The economic life of the city is at a standstill.

The French authorities to-day appropriated the money in the Duesseldorf
branch of the Reichsbank. They also reunded up the motor cars of de-
positors who had come to the bank to draw money from the institution,
seized the money withdrawn and retained possession of the cars.
¢ A demand was made by the occupation authorities for a detail of 40
police to close the streets adjoining the bank, but the municipality refused
to supply the men.

The confiscation of the bank's funds by the French was carried out
after the branch had attempted to close and remove its funds into the
interior of Germany, according to French officials. At 10 o'clock the French
interfered, took the entire treasury of the bank into their possession, and
placed soldiers on guard over the premises.

A similar attempt to remove the Dortmund branch of the Reichsbank
was foiled by the occupying troops.

The promulgation by Gen. Degoutte, as Military Governor
of the Ruhr District, of an order of the Rhineland High
Commission authorizing the Allies to seize the customs
receipts, take over the State forests and collect the coal tax,
Wwas announced in a copyright cablegram to the New York
“Times” from Dusseldorf on the 18th inst., which added that
at the same time it was promulgated in the rest of the Rhine-
land. This cablegram likewise said:

In importance this is by far the greatest step the Allies, or rather, the
French and Belgians, have yet taken. Its application is, of course, the logi-
cal result of the decisions reached during recent weeks by, the Reparations
Commiss‘on in Paris, but what its effect will be is still doubtful. o

Reichsbank Branches Close.

One of the reactions from the German side has been the closing of the
Reichsbank branch at Mayence and the removal of all funds and securities
into unoccupied territory. The Reichsbank branch building here also was
closed when the news of the order became known, but it is believed that pre-
cautions had already been taken for removing all funds, including, of course,
the accumulated tax receipts.

Far from improving the situation this latest decision has rendered it

-immensely more complicated. For the French there seems now no course
open except to go straight ahead administrating justice, collecting taxes and
gradually, if not at once, substituting French, Belgian or some local money
for German marks.

During the last week French official informants have constantly sought to
impress on newspaper correspondents that what France was trying to do
was not to get immediate payment or make any immediate settlement.
Their instructions have certainly been borne out by the results of their first
actions. Tt is already perfectly clear that there is going to be no immediate
money, and in fact very little coal, from their enterprise.

French, Belgian and Italian customs officers, whose job it will be to collect
customs receipts, are already at Coblenz and operators will begind to-mor-
row. Forestofficersarealso in Rhineland and they are ready to begin work,
whenever the word of command is given.

But in the old occupied regions it is certain that the application of both
customs measures and forest administration will be very unobstrusively and
quietly done. Whatever else is intended, the French have no desire to
estrange the Rhineland peoples.

Here in the Ruhr area the situation is somewhat different and not nearly
so far advanced as in the Rhine provinces. According to their own officials
they are now engaged in “‘consolidating their position.”

To an outside observer it would rather appear as if they were endeavoring
to find out where they were and were going slow till they did so.

Yesterday the word confiscation was dropped and requisition substituted.
To-day the talk is that coal will be requisitioned at the pitheads, but that
the mines will not stop.

Even that has not, however, been done, and the pits are still working
normally under German management with German miners and even
unguarded by French soldiers.

Rhine Coal Barges Seized.

The only direct action which so far has been taken has been the divergence
of 7 barges and 120 trucks of coal from their intended destination in Prussia
to Strassburg and Metz. §

The operation has been a small one and will presumably be only the first
of a whole series, but, small as it is, it serves as an illustration of one of the
greatest difficulties which the French will have to face.

On the 17th inst. Associated Press advices from Paris
stated that theé French, Belgian and Italian Governments
had that day given the order immediately to commence
working the State forests on the left bank of the Rhine as
penalty for. Germany’s default in the delivery of timber,
as established by the decision of the Reparation Commission
on Dec. 26. Tt was added:

The French Government has begun its policy of requisitioning in the
Ruhr, it was announced this evening. *Five thousand eight hundred
tons of coke and 600 tons of coal, which the Germans had loaded in cars,
were taken and re-routed for distribution among the Allies.

The French engineers in the Ruhr are simply giving an acknowledgment
in return for the requisitioned coal, but the acknowledgment contains no
promise to pay.

From Essen on the 17th inst. the Associated Press advices
said in part: -

The French Economic Mission has decided to content itself for the time
being with the requisitioning of coal already mined and brought to the sur-
face, diverting to France the cars already loaded and destined for the interior
of Germany, and postponing for the present the idea of requisitioning the
mines themselyes.,

This decision was reached at a meeting of the Economic Mission at which
Gen. Simon presided and which lasted many hours. The meeting was
called after advices had been received from Paris that the word “confisca-
tion” mentioned in the French papers was creating a bad impression abroad,
especially in the United States and England.

The realization that the French technical services in the Ruhr were totally
inadequate to direct a task of such magnitude also was responsible in a meas-
ure for alteration of the French plans.

That the French policy in the Ruhr is veering toward milder methods is
also shown by the announcement by French General Headquarters at
midnight that “‘the defaulting magnates’ would not be arrested but would
be simply summoned and tried before courts martial , leaving these courts to
deal with them as they deemed fit.

In announcing that the plans for French occupation of the
Ruhr had been completed, the Associated Press on the 17th
inst. had the following to say in a Dusseldorf cablegram:

The plan of military operations for the occupation of the Ruhr Valley,
as prepared by Marshal Foch and executed by General Degoutte, has been
completely carried out, it was ofticially announced at the French head-
quarters here this afternoon.

The French troops in the Ruhr now number nearly 100,000, and the
military authorities are prepared to take charge of every mine pithead in
the valley to-morrow as a protection for the French economic mission, which
has undertaken to operate the mines with German labor.

The limits ot the occupational zone begin at Wesel, at the confluence ot
the Rhine and Lippe rivers, the most northerly point in the hands of the
Franco-Belgian forces. The line runs east along the Lippe to Lorsten,
this part being held by the Belgians, who make junction with the French
at the last-named town.

The French hold the Lippe to Lunen, the extreme northeast limit of the
occupation. The line then turns south in a semi-circle around Dortmund
to Herdecke and Witten, then southwest to Hattingen and thence, skirting
Barmen and Elberteld; joins the Dusseldort bridgehead at Wultrath.

On the 15th inst. information to the effect that about
45,000 French troops up to that date had been dispatched
to the Ruhr was given to the State Department at Washing-
ton by the French Embassy. According to the New York
“Times,” the communication, which was made public by
M. Jusserand, read as follows:

On Jan. 11 French troops (two intantry divisions and one cavalry divi-
sion) numbering 15,000, together with a detachment ot Belgian troops,
2,000 strong, carried out an operation in order to protect the committee
of engineers and technical men sent to Essen.

This operation has given way to no incidents and was contined to a zone
limited by Walsum, Horst, Kuptordred and Werden. Troops did not
intertere with the big centre.

Now, the German Government having issued orders to cease all coal
deliveries, and, moreever, the area presently occupied being unable alone
to turnish the Allies with the prescribed coal deliveries, without ruining
altogether the local industries, it has been decided to take as soon as Jan. 15
turther steps to insure control over the Bochum district.

This operation, limited by the line Werdt, west of Witten, Dattelin and
Gladbeck, will be carried on by tive divisions, including the troops which
have taken part in the tirst occupations, a total ot about 45,000 men, all
exclusively white.

The Washington advices of the “Times” added:

To-night M. Jusserand received a cablegram from Premier Poincare,
which stated that not only had the Premier determined to use no negro
troops in the Ruhr, but that he had likewise barred the use of colonial
troops from Morocco and Algeria.

While some of the 45,000 French troops in the Ruhr belong to the
regular army, the majority are youngsters of the classes of 1919, 1920
and 1921. The decision to use no colored troops was expressly to prevent
the spreading of hostile propaganda.

As to the 100,000 French military forces reported in
oceupation of the Ruhr on the 17th inst., London Associated
Press advices stated:

Another stage of the French progress in the Ruhr was reached to-day
with the announcement by the French command that military operations
had been completed. France had put nearly 100,000 troops into the
Ruhr Valley. taking her occupation to the extreme limits, if not beyond,
of the territory authorized under the Treaty, and she is now about to
try the effect of force to compel the German mine owners to produce coal
for France and Belgium.

All that France has actually achieved thus far has been the fall of the
mark to over 0,000 to the pound sterling, or a drop of nearly 40,000
points within a week. The French intend to take possession of the mines
tc-morrow and threaten to prosecute the recalcitrant mining magnates.
The general belief in London is that this will be but the beginning of the
French troubles, and that the bayonet can do everything but pick coal.

Much seems to depend upon the attitude of the Ruhr miners, which is
still an unknown quantity. The British Government continues to observe
a watchful waiting attitude. [taly's policy is not defined. It is note-
worthy that Germany is delivering or offering to deliver reparations coal
to Italy and that the German Ministry has not been withdrawn from
Rome, indicating that there is hope in Berlin that Italy may be detached
from the Franco-Belgian policy.

On the other hand, there is also a report of possible replacement of
the American troops on the Rhine by Italian troops, but this is directly
opposed to Premier Mussolini’s announcement of his policy at a recent
Cabinet Council and may possibly be explained as indicative of some
compromise proposals from Italy to France.

According to the Paris correspondents, however,
there of Italian mediation.

Announcement that Germany had protested against the
occupation beyond the neutral zone by the Franco-Belgian
forces was contained in the following from Paris Jan. 18,

published in the New York “Times’:

Herr von Hoesch, German Charge d'Affaires at Paris, in a protest made
last evening to the French Government, it is officially announced, declared
that the extension of the Franco-Belgian military occupation had gone be-
yond the neutral zone established by the Versailles Treaty and had reached
the proximity of territories occupied by German garrisons.

The French Government replied to-day in effect that the measures taken
did not constitute military operations, but were in accordance with the no-
tification given Germany on Jan. 10. The reply added that the resistance
of the German industrialists to the orders of the Allied authorities for de-
livery of coal had forced the Allies to proceed to requisitioning.

The reply said the requisitioned coal would be employed to fuill deliveries
due as reparations and then for the needs of the occupied territories in the
Ruhr and on the left bank of the Rhine, and that consequently only the sur-
plus could be sent to Germany.

The receipt of a note from the German Government by
the Allied Reparations Commission signifying the former’s
intention to suspend payments of money and in kind be-
cause of the occupation of the Ruhr, which Germany said
it considered a violation of the Versailles Treaty, was made
known in Associated Press cablegrams from Paris Jan. 14.

At the same time it was reported that occupation of Bochum

nothing is known
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by French troops had been decided upon, to take place
probably the following day. As to the latter, Associated

Press cablegrams from Dusseldorf stated:

Bochum, the great centre of the Stinnes industries, will be occupied a few
days hence, the French have decided.

The French authorities do not announce the date of the advance, but
make no secret of the fact that they have decided to extend the occupation
further eastward for the purpose of coercing Germany into paying the
Ruhr industrials for the coal reparations deliveries and as penalties for what
they term the willful failure of Berlin to fulfill its undertakings.

Concerning coal deliveries, which the Ruhr industrials have agreed to re-
sume, France undertakes to pay the cost of labor and the salaries of the
employees and miners; only the owners must look to Gerlin for other than
overhead expenses and the items which make up the price of coal delivered
f. 0. b. at the French frontier.

The French are prepared to assist the owners in collecting from Berlin
to the extent of occupation of the Bochum region, and also further territory
eastward later, should Germany fail to come to terms. They will pay the
miners' salaries from the proceesd of the tax on coal, formerly assessed by
the Reich Government, which the French have decided to coilect for them-
selves. They will levy a tax on every ton of coal shipped from the Ruhr
into Germany, Bavaria and neutral countries. The percentage representing
the tax has not yet been fixed. No tax will be assessed on coal shipped to
the Allied countries.

The occupation of Bochum also is intended as a pu\altv for what the
French consider the willful depletion by the Germans of food stocks,
especially cereals, always kept in the Ruhr for feeding the industrial popula-
tion, which the French assert they have found at such a low ebb that
arrangements must be made immediately to import wheat and other food-
stuffs into this area.

Above all the French are desirous of warding off unemployment and
famine. If such conditions arose they would be certain to cause much
trouble, but they can be kept away if labor has work and food.

Currency Problem.

The problem of currency is giving the French much concern. Berlin is
no longer sending paper marks into the Ruhr occupied area, and the present
supply will become inadequate very soon. Experts are studying a plan
whereby special Ruhr paper notes, guaranteed by the mines, plants and
other real estate security in the Ruhr Valley would be issued and would be
accepted as currency in the Ruhr alone.

The Krupp and Thyssen works yesterday withdrew from the Essen
banks 2,000,000 marks for their payrolls. They were informed that the
banks would be unable to supply them similarly next week, thus forcing
the French to resort to the issuance of special currency.

From Berlin Jan. 15 the Associated Press reported the

following:

Government headquarters and the press generally are apparently obtain-
ing considerable comfort from the national protest meetings held on Sunday,
enthusiastic reports of which continiued to arrve to-day; the demonstrations
everywhere are said to have brought out huge crowds. There were no
disturbances.

To-day's reports from Essen also impressed official quarters, especially
because of statements that the French were finding themselyes in a giandary
owing to their failure to whip the mine owners and operators into line after
the Federal Coal Commissioner had issued an order prohibiting produeers
from furnishing coal on French and Belgian orders. These instructions of
the Coal Commissioner followed a resolution passed at a special Cabinet
session on Sunday and did not represent the personal initiative of the
official coal comptroller.

The editorial comment in ¢he newspapers is beginning to strike a note of
confidence, now that Parliamentary and popular endorsement has been voted
the Government.

The same authority (Associated Press) stated in cable-
grams from HEssen Jan. 16:

French troops to-day occupied Dortmund and Luenen, well beyond the
border ot the neutral zone tixed by the Versailles Treaty, thereby answering
in concrete terms Germany's embargo on coal deliveries. Further advance
to Muenster, key to the Ruhr railroad organization, was regarded as the
probable next step it the Reich detiance remains tirm.

General Degoutte to-day issued to the mine directors in Duesseldort an
ultimatum demanding the resumption of coal deliveries to France and
Belgium not later than to-morrow morning, under penalty of more drastic
action. The German operators, however, aliirmed their intention to
abide by the orders or the Federal Commissar torbidding all deliveries.

Reports that 25,000 men ot the German Reichswehr were concentrated
south ot Muenster, and within twenty-tive miles ot Luenen, were contained
in dispatches to-day from Dortmund. According to these the outposts of
the French and German torces at some points are only eight miles apart.

French otticials retused to disclose what torm the penalties tor continued
retusal to deliver coal in detiance ot to-day's ultimatum might take, or
whether a turther occupation ot territory was contemplated.

London advices Jan. 16 published in the New York
“Commercial” stated:

The Ruhr captains ot industry have been summoned to meet the French
and Belgian generals at the Dusseldort town hall at 3 o’clock Tuesday after-
noon, says a dispatch to the ‘‘Daily Mail" from Essen.

The German leaders will be asked whether or not they intend to co-
operate with the French or obey the Berlin government. In the latter
event the French will “take prompt and drastic measures.'

According to Dusseldorf Jan. 17 advices (copyright) to
the New York “Times,” the coal owners late that evening
sent a written reply to M. Coste, head of the engineering
mission, to the order to deliver coal given them the previous

day by General Simon at the interview in Dusseldorf. The
“Times’’ account said:

When one ot their representatives tried to speak yesterday, the French
General told him he was not there to discuss matters, but to take orders.
To-day, theretore, the Germans addressed their reply to M. Coste, as head
ot the civil mission, couched in these terms:

“The Allied Governments have in the Treaty ot Versailles recognized the
German Government, and consequently they have also recognized the duty
ot all Germans to that Government and that they should obey its laws.

“It tollows, theretore, that no German citizen can be torced to violate
the laws of his country. I theretore [here follows the name of each of the
seven mine owners involved] declare in the clearest possible manner that
I will not assist in any action which is in disobedience to the government of
my country and in violation of my honor and that ot my fatherland.”

gltlzed for FRASER

On the 14th inst. an Essen cablegram (Associated Press)
announced: 5

Fifteen hundred officials and members of the German Miners’ Union
to-day passed a resolution condemning the French occupation as a violation
ot German ireedom and declaring the unoin's intention to preserve treedom
within the Reich.

President Imbusch in the course ot his speech said it was impossible
to make German miners work by compulsion, and characterized the inter-
terence ot the French as intolerable.

Forbidden to join with the unoccupied sections ot Germany in openly
celebrating the ‘‘Sunday ot mourning,” the Ruhr district indulged to-day
in a “‘Sunday ot suspicion.””

On the 13th inst. the New York “Times”
cablegram from Essen had said in part:

The French believe that by Wednesday or Thursday they will have
settled all arrangements tor the distribution ot coal and will have mechanism
in order which will take the place ot the Coal Syndicate. For this op-
timism they declare that they have excellent grounds and they are de-
tending their action on the economic as well as the political side.

As stated in these dispatches, however, all chance ot success remains
based on the slender hypothesis ot good-will shown by the coal owners
and coal miners.

To-day's decision by the French engineering mission was to guarantee
payment tor repatations coal. It was communicated to Paris before it
was announced, and it has Government approval. The French do not,
however, interpret this decision in the same way as do the Germans.
The latter seem to regard it as something of a victory, and there is likely
to be some coniusion arising trom the fact that the French now seem to
be going to pay cash for coal which they tormerly received on account
ot reparations. This is, however, not quite the case.

The real situation is that the French now take the place not only of the
coal syndicate, but of the German Government. As replacing the latter,
they will collect for their own account the coal tax formerly levied by the
German Government. This wasraised in April last to 409 of the coal value
from the whole basin. It is out of money collected by means of this tax that
the French intend to pay for their reparations coal, thus indirectly making
the Germans pay it.

Enlarging on the above in further copyright advices given
from Essen the same day (Jan. 13), the “Times’” stated:

After an acrimonious discussion all the morning, both sides suddenly
agreed this afternoon to an amicable armistice on the Ruhr coal question.
German mine owners offered to resume coal shipments to France and Bel-
gium for cash payments in advance. President Coste of the Franco-Bel-
gian Mine Commission, agreed in principle with the mental reservation that
this was to be a temporary expedient. The details will be worked out at
another meeting on Monday.

The Germans were jubilant, feeling that they had scored a big victory in
jockeying the French and Belgians into the paradoxical position of paying
for the reparations coal that was due them. The French smiled candidly
as if they still had a trump up their sleeve.

‘When the ten members of the Allied engineering mission met the repre-
sentatives of the twelve German mine owners they started right in to wallop
each other with hard blows. M. Coste, referring to the fact that since yes-
terday the reparation coal shipments to France and Belgium had ccased,
reiterated the peremptory demand that these reparation coal shipments
must be resumed on Monday on penalty of immediate arrests and confis-
cation.

Friedrich Thyssen, son of August Thyssen, and spokesman of the mine
owners' representatives, answered the French ultimatum in challenging
tones. He said that the reparation coal shipments were discontinued yes- .
terday because “‘we were ordered to discontinue them.” He added: “We
still feel ourselves to be Germansubjects. Weareliving under German laws
and will obey only German laws." Ironically he added:

‘““We don’t want to place ourselves in a bad light to you by being traitors
to our country.

‘““We are not under any other Government than Germany. As such we
are subject to the Deutsches Kohlenwirthschaftsgesetz (the law regulating
coal in every slightest detail from the miner to the ultimate consumer).
Do you know that law? Better buy a copy.'

Here Herr Thyssen made a sensational move in the international chess
game for the price of the Ruhr coal and for which German advance strategy,
that was not without fascinating sublety, had been prepared.

““We might be prepared,” he said, *‘to negotiate with France and Belgium
about shipping coal to them, but merely on condition that we are paid cash
ten days in advance and only on condition that we as mine owners and
operators are dealt with directly."

One of the German representatives explained afterward that this clear
stand meant no more reparations coal, but coal sold by the owners to
France and Belgium on the customary terms and conditions of trade.

The German bludgeon was the argument that if they were not paid for
coal that was sent to France and Belgium they would have no money with
which to pay their miners and that if they did not pay their miners, uproar,
chaos and catastrophe would result. In the occupied mining area they need
750,000,000 marks daily for paying the miners alone, not counting the wages
and salaries to employees and officials.

in a copyright

Terms Put in Writing.

The Teutons then formulated and submitted their ol'fer in writing in two
statements, the principal points being:

“The mine owners, represented here, are prepared to furnish coal to
France and Belgium in quantities to be agreed on from the moment the
President of the mission in the name of the Governments represented gives
a written declaration to the mine owners in question, agreeing to pay cash
in advance to the individual mines at a price to be fixed from time to time
by the Reich's coal commissioner and subject to his approval. Forma.l
details and conditions of deliveries are subject to further negotiations."

In a second statement the German mine owners stipulated that France
and Belgium must pay 80% cash ten days in advance of shipment and the
rest three days after receipt of the invoice, and they agreed to start business
on this basis on Monday.

The Teutons, tremendously satisfied, said the French and Belgians had
agreed to all the conditions and accepted the offer, promising to pay in
advance cash for reparations coal. This seemed too fantastic to be true,
but the right-hand man of the French commission, M. Coste, confirmed it.
He said they were willing to pay cash for rightful reparations coal as a
temporary measure because they wanted to prevent trouble over Ruhr
coal production.

On the moves respeéting reparations proposed by France
we quote the following from a cablegram from Paris Jan. 13
to the New York “Times"” (copyright):
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To-day showed that the French have only begun their effort to force
Germany to pay reparations. The following developments are to be noted:

First—Official postponement by the Reparation Commission for fifteen
days of the payment of 500,000,000 gold marks due Jan. 15.

Second—French notification of a reparations plan providing further penal-
ties to be sent in answer to Germany's November demand for a moratorium.

Third—A Government decision to extend the Ruhr occupation to embrace
all the coal fields if the Germans persist in their refusal to continue to pay for
coal deliveries to the Allies.

Fourth—A Cabinet council on the first report of the engineers and officials
who have taken over the Ruhr.

As expected, when the Reparation Commission met this morning, with the
moratorium for Germany on the program, the French proposed that fifteen
days' grace be granted, giving as a reason that their new reparations plan
was not quite ready because the French were adjusting it to certain wishes of
the Italians and Belgians.

British Delegate Objects.

Sir John Bradbury, the British delegate, evidently not wishing to face
alone the combined plan of the other three members, protested that the
Commission should go straight ahead discussing the moratorium, which he
believes should be granted without penalties, but it was clear that he was in
a minority, and no vote was taken on the French suggestion for fifteen days'
delay, so the note was sent to the German Government informing it that
the 500,000,000 marlks gold would not be due until Feb. 1 and saying that
the reply to the moratorium demand would be forwarded before that time.

It is perfectly evident what that reply will be. It will be the granting of a
partial moratorium, probably for two years, in exchanze for acceptance by
the Germans of certain measures not only for control of their finances, but
also for the collection of money which the French estimate at 1,000,000,000
marks gold annually. .

Indieating that the Commission on the 13th would grant
a delay in the payment of the indemnity due Jan. 15, Asso-

ciated Press cablegrams from Paris Jan. 12 stated:

The Reparation Commission to-morrow will grant Germany a further
delay until Feb. 1 in the indemnity payment of 500,000,000 gold marks
due next Monday, it was forecast in reparation circles here to-night.

The decision will be taken at the request of France. Although the
“official’” reason is to give the French delegation more time in wheh to
prepare new moratorium conditions, it is believed the increasing indication
of passive resistance by Germany to the French occupation of the Ruhr
has much to do with it.

If no such meeting as that rumored to-night between Premier Poincare
and the Allies on this subject develops, the Reparation Commission i
expected to grant Germany a moratorium by a majority vote some time
before the newly granted delay expires. A general outline of the new
French plan for a moratrium was circulated privately to-day. It pro-
vides for a two years’ moratorium, with the following conditions:

First—An internal loan of gold marks, to be used partly to stabilize
the mark and partly to make certain restricted cash payments during
the life of the moratorium.

Second—An internal loan of German paper marks also must be raised
with the purpose of meeting reduced deliveries of merchandise during the
moratorium, and also to meet the cost of army occupation.

Third—The budget to be balanced.

Fourth—Comprehensive control of Germany's internal finance to be
exercised by a committee of guaranties sitting permanently in Berlin;
this control to be about the same as outlined in the French plan of Jan. 2.

Fifth-—Maintenance of the present position of France in the Ruhr as a
guaranty of good faith in the carrying out of the conditions.

Sixth—Further penalties to be applied if Germany fails immediately
to consent to execute the conditions of the moratorium. These penalties
“would consist in complete occupation of the Ruhr basin and an extension
of the customs cordon to territory considerably to the east of the Ruhr.

The new plan is described as being a decided modification of the French
position regarding reparations, but it is taken for granted in reparation
circles that there is not the slightest possibility that France will give up
her present position in the Ruhr until Germany at least has carried out
the conditions of any moratorium that may be granted.

In reporting that two new defaults were declared against
Germany by the Reparations Commission on the 16th, a
Paris cablegram (copyright) to the New York “Times’ said:

Germany was declared in default in her treaty obligations on two more
counts to-day. This action of the Reparation Commission was taken as a
result of German measures following the occupation of the Rhur.

One count set forth that Germany was in default on coal delivery and the
other that she was in default on cattle delivery. The technical basis for the
coal default is found in the German Government's note of Jan, 12, saying
that so long as the Ruhr was occupied she would not deliver or pay for
reparations eoal. A similar communication regarding cattle delivery gave
the basis for the other indictment.

The Commission voted the defaults on a note presented by the French
and Belgian delegates. As on the defaults declared last week for coal and
wood, the defaults were declared to-day by the votes of France, Belgium
and Italy. However, to-day, instead of voting against the proposal, the
British delegate took no part in the discussion. The Italian delegate,
Salvago Reggi, said he had not signed the French and Belgian request for
the default decision because German coal deliveries to Italy had not been
stopped, but he considered that halting deliveries to France and Belgium
clearly created a default by Germany.

The American commissioner took no part in to-day’s action.

The British, French, Italian and Belgian Governments were notified this
afternoon of the Commission’s decision, which opens the way, if one were
needed, for the French to take further action against Germany. In fact,
to-day’s action was taken more for the purpose of keeping the record
straight than for any other.

The occupation of Bochum by the French resulted in a
clash between German demonstrators and French troops
at the railway station at Bochum on the 15th inst.; the French
fired, killing one person and wounding several. The Asso-

ciated Press accounts from Berlin said:

The incident followed political demonstrations on a big scale. Several
thousand people collected in front of the town hall, where the French
general had his quarters, and cheered the German republic, then marched
through the streets. A nubmer of young communists made a counter-
demonstration, cheering the Third Internationale and the French Com-
munist League.

The police were unable to handle the crowds, and toward evening the
French troops were obliged to intervene. It was about eight o'clock in
the evening when they opened fire near the railway station.

British Labor Protest Against French Occupation of
Ruhr.

The following Associated Press advices are from London,
Jan. 13:

A strong protest on behalf of British labor against the French occupation
of the Ruhr and a demand that Great Britain dissociate itself entirely from
the project are contained in a statement issued by a joint council of the
Trades Union Congress, the Executive Committee of the Labor Party and
the Parliamentary Labor Party.

Characterizing the French advance as an act of war, the protest makes six
demands upon the British Government as follows:

First, to refrain from all measures of support or co-operation with the
French troops, such as allowing the troops to pass through the British occu-
pied territory or allowing this territory to be used by the French for any
military operation.

Second, to dissociate itself by formal declaration from all complicity with
the present policy of the French Government.

Third, to refuse to take advantage in any way of the French action by
sharing in cash payments, coal or deliveries in kind which may be obtained as
the result of such action.

Fourth, to take all possible steps to secure the withdrawal of all the armies
of occupation.

Fifth, to support the United States Government in securing submission of
the present dispute to an impartial body.

Sixth, to make a formal proposition for reference of the whole reparations
problem to the League of Nations.

Russian Soviet Workers Protest Against Ruhr Occupa-

tion by France.

The following from Moscow, Jan. 16, is reported by the
Associated Press:

A demonstration against war and the French occupation of the Ruhr
was staged by the workmen of many factories here yeosterday after cere-
monles in observance of the fourth anniversary of the assassination in Berlin
of Dr. Karl Liebknecht and Rosa Luxemburg.

“Down with the French imperialists. Long live the German revolution.’”
was the legend on many of the banners carried in the procession.

Although the Communists hope for a revolution in Germany ultimately,
the correspondent is informed that Russia Government circles prefer tran-
quility in that country at this time. One widely known Communist assert-
ed that if a workmen's revolution took place in Germany now, Russia would
probably be obliged not only to aid the German OQommunists with arms, but
to feed the population. !

“With Russia short of food herself this would be difficult,” he continued.
“But the world remembers that we were in worse shape in 1918 than now,
yet nevertheless we sent food to aid the German Spartacists, which they re-
fused. If any other sort of European war should develop, either from the
Ruhr situation or the Lausanne conferenco, it is extremely possible that
Russia would be the only great country of Europe sufficiently isolated and
sufficiently self-maintained to remain neutral.”

German Liners to Use English Ports.
The following London cablegram appeared in the New

York “Times” of Jan. 7:

German liners will soon begin to use English ports again, according to a
dispatch to the “Times' from Southampton. *

The Hamburg-American line will resume its Southampton service in the
spring and the Woermann line at the same time will also begin to send its
South and East African steamers to that port. The latter line's West
African service out of Southampton has already begun.

Foreign Orders for Steel, Diverted freom Ruhr, Go to
Britain.

The “Journal of Commerce” reports the following special
cablegram from London, Jan. 16:

The East India Railway has placed with a British firm an order for 2,300
broad-gauge wheels and axles which would almost certainly have gone to
Germany but for the occupation of the Ruhr district by the French.

Steel and iron mills throughout the United Kingdom report a marked
expansion of business since the turn of the year. Glasgow reports consider-
able American inquiry within the past few days for foundry iron, but
prices indicated are too low.

Russian Soviet Ratifies Agricultural Concession to
Krupps.

The following from Berlin, Jan. 12, was published in the
New York “Times” of the 13th inst.:

The Russian Soviet Government, according to advices received here,has
ratified the agreement granting a large agricultural concession in Southern
Russia to the Krupps. .

Commenting on the above, the “Times” said:

A Berlin dispatch on Dec. 4 said that a provisional agreement had been
concluded betweea the Russian Government and the Krupps for a concession
of 247,000 acres of agricultural land, which would be intensively cultivated
by a special company to be formed with the aid of British capital.

A previous similar contract, calling for agricultural concessions in the
Province of Rostov, was not ratified by the Krupps, and Leonid Krassin,
Soviet Minister of Trade and Commerce, was quoted as saying that suit
would be brought against the Krupp corporation for failure to abide by the
agreement. This contract was sald to have been negotiated by Dr. Otto
Wiedfelt, now Ambassador to the United States.

Signing of Commercial Trade Treaty Between Italy and
Canada.
Cablegrams to the daily papers from London, Jan. 5, said :

A commercial treaty between Canada and Italy was signed at the Foreign
Office yesterday. W. S. Fielding, one of the Oanadian signers, said that
in addition to the recent negotiations leading to a similar pact between

France and Canada, he had approached the Belglan Government in Brus.
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&ols and representatives of the Spanish and Itallan Governments in London

and Paris. :
At the request of the Belgian Government, he said, the negotiations look-

ing to a treaty with that country had been suspended temporarily.

Swiss National Railways Sell Locomotives.

A Berne cablegram Jan. 6 is authority for the following:

The Swiss National Railways have sold to an international syndicate
200 steam locomotives which were withdrawn from service owing to the
extended electrification of the Swiss lines. The purchasers, it is under-
stood, intend to sell the engines to other countries, and Rusisa is reported to
have made a bid for fifty of them.

Poland Places Order for Belgian Locomotives.

Under date of Jan. 6 the New York “Times” reports the
following from Brussels:

An order has been placed by the Polish Government for 100 locomotives,
to be manufactured in the Belgian shops in the Liege district. The contract
was made with the provision that Belgium send to Poland engineers and
skilled workmen to build and organize repair shops for railroad rolling stock
and river shipping.

City of Paris Reports Deficit, But Hopes to
Make It Good.
The foreign department of Moody's Investors Service
has received the following information from abroad:

Expenditures ot the Oity ot Paris tor the current year are estimated at
1,264,000,000 trancs, while total receipts are expected to yield only 1,181,-
000,000 trancs, leaving a deticit ot 83,000,000 trancs. Inasmuch as it ap-
pears impossible to either raise taxes or tloat new loans to cover the munici-
pal deticit, both the Mayor and the Reporter on the Municipal Budget are
ot the opinion that rigid economy which has been introduced succesfully
will tend to at least bring about a balancing ot the budget.

Dutch East Indies Bond Offering in London and
Amsterdam.

The following is from the New York ‘“Times” of Jan. 17:

A joint offering of Dutch Bast Indies 6% bonds, being made to-day in
TLondon and Amsterdam, will be watched by the financial district here
with a great deal of interest. No offering of these securitios will be made in
the American market at this time. ' y

The London offering; of £4,000,000, will be made by Lazard & Co., and
the Hambro Banks at 9824. The Amsterdam offer, of £1.000,000, will be
made by the Bank of Netherlands at 9634, the difference in the two prices
being explained in the difference in exchange rate. There is practically no
difference in the yield basisyof the two bonds.

The Guaranty Company of New York on the same day
reported that the Dutch East Indies sterling bonds issued in
London had been largely over-subseribed and the books
closed shortly after the opening. The issued consisted of

£5,000,000 40-year 6% bonds at 98. :

The First Three Years of German Reparations.

Two installments of an account of the first three years
of German reparations have appeared in the November
and December numbers, respectively, of the ‘“Bulletin”
issued by the Federal Reserve Board. The first of these
(in the November rumber) summarizes the chief dates and
events in the first three years of reparations, and outlines
the general provisions of the Treaty of Versailles, with a
survey of what and how Germany is to pay. The second
article, in the December number of the “‘Bulletin” relates to
the conferences held (from July 1919 to May 1921) for the
purpose of fixing Germany's liability. The recent develop-
ments—the failure of the Allied Premiers’ conference in
Paris (referred to in our issue of Jan. 6, page 16), at which
efforts to adjust the reparations problem were made, and
the occupation of the Ruhr by France, make particularly
opportune the Federal Reserve Board’s articles, and we
accordingly give the same herewith. The following is the
%rticltl\ which appeared in the November “Bulletin® of the

oard: .

THE FIRST THREE YEARS OF GERMAN REPARATION.a

Introduction.

The history of the first three years of reparation is an account of a gradual
evolution of ideas, largely in response to economic conditions. At the
outset, beginning with tho armistice, through the British general election
and the discussions of Versailles, the main consideration was, How much
ought Germany to pay? Thus, in the Treaty Germany was declared
responsible for all the loss and damage caused by the war. Economic
conditions, however, showed Germany's incapacity to pay this huge
amount; hence a reduction in the demands, by delimitation in the peace
treaty of the claims to be laid against her for satisfaction. It was decided
she should pay only the amount of damages to persons and property. The
determination of the exact amount of Germany's reparaticn liabilities was
postponed under the terms of the Treaty in order to permit of more exact
computation of the damages suffered than was possible at that stage.

a This Is the first of a series of four articles prepared by Mr. W. F. Crick, of the
Division of Analysis and Research. This series is Intended to bring together In
connected form such facts as are necessary to a clear understanding of the reparation
situation as it presents itself to-day. The present article deals with those terms
of the Treaty of Versailles which concern the reparation problem. The second
article will relate the history of the subsequent negotiations as far as the fixing of
Germany’s llabliity in April 1921. A third article will bring up to date the sub-
sequent modifications of the reparation demands; while the fourth will discuss
the fulfillment, of the demands made at various stages in the negotiations, including
the payments to date. 3

During the second period—from the Peace Treaty to the second London
ultimatum—the Reparation Commission had the power in fixing her lia-
bility to consider in greater detail Germany’s paying potentialities. The
amount was finally fixed at 132 billions of gold marks—a figure whica
obviously would have been unacceptable at the Peace Conference.

For some time after that reparation remains, on the surface, a settled
question. Then, owing to accumulating evidence of not far distant defauit,
begins the third series of conferences and parleys, lasting up to the most
recent of all. These negotiations have been characterized by concessions
one after the other, to the economic facts of thesituation. In Great Britain
the trade depression and the recognition of the effect of Germany's pay-
ments upon the export trade of the Allies have tended to lay peculiar em-
phasis on these factors. France, however, has stili to receive any consider-
able portion of what she has already expended on the restoration of her
devastated areas. Germany's prospects are critical.

It has been estimated that the war cost, in pure material expenditure,
some 84 billions of dollars,b in terms of 1913 prices. Of the 132 billions
of gold marks which Germany was called upon to pay for damage to persons
and property, France, on account of her enormous losses through devas-
tation, was to receive 529 and Great Britain 22%. So far Germany has
paid in cash and kind a net amount of about 7 billions of gold marks, to be
divided between the Allies, and in the meantime the French Government
has expended nearly 50 billions of francs (paper) on the restoration of the
devastated areas, the work being still far from completion.

It has now become apparent that reparation is not a problem to be treated
as a disconnected unit for politico-economic negotiations. A third im-
portant development since the armistice has been the growth abroad of the
idea of the inseparability of reparation from international debts, of inter-
national payments from internal industrial prosperity, of internal pros-
perity from the location of political boundaries. No distinct point of time
can be named from which these developments date. They are psychological
and have evolved themselves, gradually assuming their due proportion,
becoming observable little by little.

The problem has now reached the stage where this development is easily
perceptible. For this purpose no more than a plainstatement of historical
fact is necessary. The. purpose here is to present a brief account of the
chief events in the history of the reparation problem, without partisan
criticism or the elaboration of any particular thesis as the foundation for
any proposed remedy for the ills of the present situation.

As a preliminary guide to the more detailed survey which appears in the
subsequent articles, the following table presents a condensed chronological
statement of the outstanding dates and events of which mention will be
made:

Chief Dates and Events in the First Three Years of German Reparation.

Nov. 11 1918—Armistice concluded. Germany to make ‘‘reparation:
for damage done."’

June 28 1919—Treaty of Versailles signed. Germany to pay for damages
to persons and property.

Apr. 19-26 1920—Conference of San Remo. Mr. Lloyd George suggests
meeting with German representatives. .

May 14-16 1920—Conference of Lympne. Franco-British Commission of
experts set up to consider methods of payment.

June 19-22 1920—Lympne-Boulogne conversations. International loan
for Germany suggested.

July 2-4 1920—Brussels Conference. France to receive 52% of German

ayments, Britain 229

July 5-16 1920—Spa_Conference. German delegates present. Percent~

ages confirmed. Coal demands reduced.

Dec. 16-22 1920—Brussels Conference of Allied and German experts.

?e\t%:izggﬂon made that Allies be given a first charge on German customs
S.

Jan. 24-30 1921—First Paris Conference. Forty-two annuities and 12%
levy on exports agreed on. ‘‘Sanctions' formulated.

Mar. 1-7 1921—First London Conference. German conditional counter-

roposal to pay 30 billions of gold marks rejected. Materials and labor
or reconstruction offered. Ultimatum delivered. o

Apr. 24 1921—German proposal to United States Government, conditional
onloan. Offer to take over part of Allied debt to United States. United
St,a‘bos Government refuses transmission of proposal to Allies.

Apr. 27 1921—Decision of Reparation Commission announced. Germany
to pay 132 billions of gold marks and Belgian debt to Allies, in annuities
of 2 billions plus 26% on exports. Guarantegs committee set up.

Apr. 29 1921—S8econd London Conference assembled.
ay 5 1921—Second ultimatum to Germany. Occupation of Ruhr

threatened.
May 11 1921—Unconditional acceptance of decision
Oct. 6 1921—Loucheur-Rathenau agreement sign

}3’ Germany.

at Wiesbaden,
nrrz‘mlzing for_direct supply of restoration materials to France. |

Oct. 20 1921—Reparation Commission approves the agreement in principle.

July 20 1922—Amended agreement comes into operation.

8§ 1922—Cannes Conference assembled. Program for 1922 agreed

on. January and February payments reduced.

Mar. 21 1922—Reparation Commission announces details of conditional

{z:u-tial moratorium for 1922—720 millions in cash, 1,450 millions in

ind to be paid for the year.

May 24 1922—Committee of experts meets to consider loan to Germany.

Finds loan impossible under present schedule of payments. 5
July 12 1922-—Germany presents formal request for 2&5 years' moratorium.
Aug. 7-14 1922—Third ndon Conference. France refuses to grant

moratorium without further guarantees.

Aug. 31 1922—Reparation Commission grants six-months’ moratorium,
n{ment to be in Treasury bills, guaran in manner satisfactory to
elgian Government.

For the sake of brevity, no account is given in the following discussion
of the negotiations which went on at Versailles regarding the reparation
sections of the Treaty. These, while of great value as showing the existence
in embryo of policies which later became clearly defined, are primarily
diplomatic rather than economic. "

I. The Treaty of Versailles.

While the present article cannot claim to be a complete digest of the
Treaty provisions, certain clauses of minor importance having been omitted.
it is believed to contain all the vital provisions directly related to the
subject of reparation. The precise form has been thought preferable to
the annotated text, both froth considerations of space and from a desire to
reduce the diplomatic terminology necessarily employed to a rendering to
which the general reader is more accustomed. For purposes of verification
the reader is referred to the footnotes to which in all cases the references
are relegated.

For the sake of simplicity and order the present chapter is divided into
four sections, into which the various provisions of the Treaty have been
sorted. These are as follows:

A. General principles .

B. The Repgrauolt)x Coargdml‘s,srg):l:slofgs powers and duties.

C. What Germany is to pay.

D. How Germany is to pay.

A. General Principles and Provisions.

The opening provision of the part(c) of the Treaty devoted to reparation
was inserted evidently to placate those who' Insisted upon the moral right
of all the Allied belligerents to claim payment of the whole cosc of the war

b Estimate of Mr. Harvey E. Fisk, “French Public Finance."
¢ Part VIII.

Jan.
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from Germany. In it the Allies affirmed, and Germany accepted, full
responsibility for all the loss and damage suffered by the Allies. The
following article, however, reverting to inescapable facts, recognized that
the resources of Germany are not adequate to make complete reparation.
Hence, as a compromise, Germany unde:took to make reparation for all
“‘damage done to the civilian population . . . and their property
+ + . . by land, sea, and from the air,” and for damages, defined in
detail below, such as pensions, allowances, &e.(d). In addition, Germany
was to make special provision, by an issue of bearer bonds to the Reparation
Commission, payable May 1 1926(e) for the reimbursement of Belgium,
for all cums borrowed from the Allies up to Nov. 11 1918, plus intere-t at
5%. Furthermore, Germany was to make restitution of cash, animauls,
securities, and property seized, which could be identified, and which in
no case was to be credited to her as payment of a part of her reparation
liabilities. Certain property, chiefly works of art and historical valuables
was specifically cited for restitution (f). Asan addition to actual repara-
tion, Germany was also to pay the salaries and expenses of the instruments
set up to exact reparation, namely, the Reparation Commission and its
staff and the Army of Occupation.

In order to carry out these obligations, Germany submitted to the direct
application of her economie resources to the physical restoration of the
invaded areas, the values of any goods supplied and services rendered being,
of course, credited to her reparation account. She undertook, moreover,
to “pass, issue, and maintain in force any legislation, orders, and decrees
that might be necessary to give complete effect to' the reparation pro-
visions of the Treaty—an elastic clause, particularly as it is not clear whose
Jjudgment as to what must be done, and when, is final. Reparation, it is
recognized, shall not only have priority over the service or liquidation of
any domestic loan, but shall be a first charge on the assets and revenues of
the German Empire and its constituent States. Further, the principle
is recognized that German taxation should be at least as heavy, ‘‘pro-
portionately’ (another vague term, not conjoined to any specific basis of
comparison), as that of the Powers represented on the Reparation Commis-
sion. Germany admits that, in case of ‘“voluntary’’(g) default in reparation
payments, the Allies shall have the right to take steps such as ‘‘economic
and financial prohibitions and reprisals, and in general such other measures
as the respective Governments may determine to be necessary in the
circumstances,” (k) none of which steps shall be regarded by Germany as
acts of war. As regards the valuation of goods, &o., handed over by
Germany in part payment of reparation, the Reparation Commission is
left, in most cases, with a free hand, to place upon them such values as it
considers just. Exception to this rule is made in the case of coal to be
handed over, while in assessing the total claims against Germany the
principle is to be followed that damages for the restoration of devastated
areas shall be assessed at the cost at the time of carrying out the work.
Another heavy responsibility placed upon Germany was that of indemnifying
those nationals who should be dispossessed of property and interests by the
Allies under certain exceedingly broad powers given to the Reparation
Commission by Article 260. This most remarkable provision will be
dealt with in a later section. The same responsibility lies upon Germany
in connection with the cession of the Saar District, &c.

As opposed to the severity of these conditions, there are three principles
favorable to Germany enunciated in the Treaty. Firstly, in accordance
with Mr. Lloyd George’s memorandum of March 25 1919(i), the period
during which Germany was to make reparation was fixed at 30 years, with
the proviso that if any balance remained over to be paid at the end of that
period it might, at the discretion of the Reparation Commission, be post-
poned for later settlement or otherwise dealt with as the Allied Govern-
ments might determine. Secondly, it was laid down that in determining
Germany'’s liability and considering Germany's capacity to pay, the Com-
mission should give her the opportunity of presenting arguments. Thirdly,
in determining the details of reparation, the economic life and efficiency
of Germany were to be considered by the Commission. It was recognized
at the time of the making of the Treaty that Germany's industrial efficiecy
was severely handicapped by shortage of food and raw materials. Hence,
it was provided that such supplies of food and raw materils as were essential
to enable Germany te meet her obligations should be imported, while the
payments required to be made before May 1 1921 (20 billions of gold
marks) should be considered as inclusive of payment for these commodities.
Furthermore, in deciding what should be required of Germany in the way
of deliveries of animals, machinery, reconstruction materials, &c., the
Commission was to ‘“‘take into account such domestic requirements of
Germany as it deemed essential for the maintenance of Germany’s social
and economic life,”” so that ‘‘the industrial life of Germany be not so dis-
organized as to affect adversely the ability of Germany to perform the
other acts of reparation.”

B. The Reparation Commission(j).

The Treaty set up, as an instrument for the execution of its reparation
provisions, the Reparation Commission, a body with enormous duties and
very considerable powers. The legal status of the Commission is that of an
agent appointed to fix, collect and distribute Germany’s reparation pay-
ments. Its duties and powers are, however, more or less strictly defined.

Under the terms of the Treaty the constitution of the Commission is
somewhat novel. It consists of one delegate each from Great Britain,
France, Italy, the United States, Japan, Belgium, and the Serb-Croat~
Slovene State. Only five of these, however, may take part_and vote
at any particular session. The first four Powers named (®Fhave this
privilege at all sessions; but of the last three only one participates, each
one when matters specially affecting it are under discussion. Thus Japan
is included when maritime matters are being discussed, Belgium when
restoration of her devastated regions is concerned. Its proceedings are
to be in private unless determined otherwise for special reasons. It is
not “bound by any particular code or rules of law or by any particular
rules of evidence or of procedure, but shall be guided by justice, equity,
and good faith.” Hence its methods of procedure could scarcely be pre-
scribed in more elastic terms, or better protected from possible juridical
criticism. The Commission is to continue in existence until all amounts
due are received and distributed by it among the Allies.

The most important task allotted to the Commission was the determina-
tion of Germany’s total liability under the Treaty and the arrangement
of a “‘schedule prescribing the time and manner for securing and discharging

d Annex I.

¢ Or, at Germany's option, on any previous May 1.

J Part VIII, Sec. I1. X

¢ It is not clear what constitutes “voluntary' default. Presumably, under the
powers given in Annex II, §12, the Reparation Commission would judge as to
the circumstances of the default,

% Annex IT, §18. Even on tae rrinciple of ejusdem generis, these powers are
extremely wide, especially as there is presumably no higher authority to which
could be taken for adjudication the question of the legality of any particular measure
‘“‘;‘{E‘,I-,he duration for payments of reparation ought to disappear, if poassible,
with the generation which made the war.””

j See, on most points, Annex II of Part VIII of the Treaty.

k The United States has not availed itself of this rizht, being represented, how-
ever, at the deliberations of the Commission by an unofficial observer.

the entire obligations within a period of 30 years from May 1 1921.” COlearly,
this was an undertaking requiring an immense amount of investigation
and, in addition, a still larger amount of foresight. The results of this
work were to be communicated to Germany not later than May 1 1921,
and during the course of its work Germany was to be given an apportunity
to be heard by the Commission. In addition, this side of the Commis-
sion’s work involved the determination of Belgium’s debts to the Allies,
with interest thereon at 5%, which Germany was to pay.

Beyond these, in the matter of reparation in kind, the Commission
was intrusted with the duty of supplying Germany with the tonnage
and specifications of ships to be built and delivered; the total require-
ments of the Allies in the shape of animals, machinery, reconstruction
materials, etc.; the amounts of coal required to be delivered; and the

communicated general be a mere aggregation of the individual
claims of the Allies. Nevertheless, in view of certain restrictions on
the totals to be demanded (which are dealt with in their appropriate
place) the problem might resolve itself into one of the allocation of avail-
able commodities between the various claimants.

Furthermore, to the Commission Wwas allotted the duty of valuing the
receipts on account of reparation. These included all the various kinds
of commodities (except coal) to be delivered, the rights and properties
in the Saar district, the Government properties taken over with ceded
areas (), and in general any ‘‘transfers under the present Treaty of prop-
erty, rights, concessions, or other interest.” Again, the Commission
was to decide what portion of the German Federal and State debts should
be taken over by the Powers to whom territory was ceded. (m) .

The management of the bond issues to be made by Germany, both as
required in the Treaty and as later to be determined by the Commission,
was placed in the hands of that body.

Besides these various duties, the Commission was glven other powers
of considerable value—powers which subsequently it has had frequent
cause to exercise. In the first place, to the Commission itself was given
the right to interpret the reparation clauses of the Treaty. Secondly,
it might from time to time review Germany’s resources and capacity to
pay. In the course of such examination it is required to ascertain that
reparation shall have a claim prior to the service or liquidation of any
domestic loan, and that German taxation is as heavy ‘“‘proportionately’"
as that of the Powers represented on the Commission. In accordance
with these periodic investigations, the Commission was given power to
extend the date or modify the form of payment. This latter power is
somewhat limited by the proviso that, for certain very important steps,
a unanimous vote of the Commission is required. Such actions include
the postponement of any payment beyond 1930, the amount and conditions
of issues of bonds and the time and manner of distributing them, the
interpretation of provisions in the reparation part of the Treaty, and
the cancellation of any part of the debt. Further, in no case might it
cancel any part of the debt unless specifically authorized so to do by the
component Governments. Thirdly, the Commission was given complete
power over German exports of gold until May 1 1921. Up to that date
no gold was permitted to leave the country without the approval of the
Reparation Commission. And, lastly, for the period of one year the
Commission was given the power to name any rights or interests held by
German nationals in any public utility undertakings in Russia, China,
Turkey, Austria, Hungary, Bulgaria, or former German territory which
it could require the German Government to acquire and hand over to it,
the German Government assuming the obligation of indemnifying its
dispossessed mnationals (n). The rights and intorests 80 acquired would
be valued by the Commission itself and such value would be credited to
Germany’s reparation account. It is mot clear in whose power lay the
interpretation of this particular provision, which is included in the financial
clauses(0), and not in the reparation part, of the Treaty, but it is per-
fectly obvious that enormous powers of expropriation weré thereby placed
in the hands of the Commission.

C. What Germany Is To Pay.

In addition to actual damages for which Germany was liable to pay
compensation, there were two other liabilities imposed on her. Firstly,
she was to restore all cash, animals, securities, and property seized, in
such cases in which they could be identified. Secondly, she agreed to
pay the expenses of the Army of Occupation and the salaries and expenses
of the Reparation Commission. The size of the second liability will be
better realized when the time comes to consider the carrying out of the
Treaty.-

The main item in the account, however, is that composed of ‘‘damage
done to the civillan population of the Allies and their property . S
by land, sea, and from the air.” This damage was very specifically
defined in a later section of the Treaty (p). The categories of damages
for which Germany was to make compensation were as follows:

(1) Damage to injured persons and surviving dependents by personal

njury to or death of civilians.

(2) Damage to civilians and dependents caused by cruelty, violence,
or maltreatment (including the results of imprisonment, tfeportat.ion_
internment, exposnre at sea, forced labor).

(3) Damage to civilians and their dependents by acts injurious to health,
capacity to work, or honor.

ét) anlla 113 b maltreztt_tmentl of pl;loso{lﬂcrsb?‘f)d wax‘.d d

5) Capitalized cost of pensions sa and dependents,
basis of tEc French scales at the time of the Treatty. v
(6) Assistance rendered by the Allied and Associated Powers to prisoners

of war and their dependents.

(7) Separation allowances, on the basis of the French scales at the
times of payment.

8) Damage for forced or unjustly gnld labor.

9) Damage to property of the Allied and Associated Powers or of
their nationals through seizure, injury, or destruction.

(10) Damage in the form of levies, fines, &c., imposed by Germany
on the civilian population.

Over and above these charges Germany, as statod above, was to relm-
burse Belgium for all sums borrowed from the Allied and Associated
Powers up to Nov. 11 1918, together with interest at 5% per annum
from the dates of the granting of the loans. This amount is payable in
gold marks on May 1 1926 or (at Germany's option) on any previous May 1.

In addition, interest at the rate of 5% per annum was to be charged
against Germany from May 1 1921 (the date of the fixing of the amount),

1 Art. 256.

m Art. 254. 3

n Art. 260. The Treaty Contalns several other provigions affecting private
property rights. For example—Art. 297 (h)—the Allles “reserve the right to
retain and liquidate all property, rights, and interests belonging . . to German
nationals, or companies controlled by them, within their territories, colonles,
possessions, and protectorates, Including territories ceded to them by the present
Treaty." Further (Art. 74) the French Government was empowered to ‘‘retain
and liquidate™ all the property, rights, and interests which German nationals, or
socleties controlled thereby, possessed in Alsace-Lorraine on Nov. 11 1918. Ger-
many agreed to compensate directly her dispossessed natlonals. and there was
no corresponding eredit to be given to reparation account,

o Part IX.

P Annex 1.
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on the total amount due to the Allies, less payments up to that date and
less the amount recovered by bonds already issued to the Reparation
Commission. Another item of interest to be added to the total due from
Germany was that on expenditures arising out of the repair of material
damage undertaken between Nov. 11 1918 and May 1 1921.

The fact that no definite amount was stated in the Treaty as repre-
senting Germany's total liability did not mean that until the amount
was fixed (i.e., until May 1 1921) there should be no payments. Partly
in order to cover current expenses, Germany was to pay during 1919,
1920, and the first four months of 1921 a sum of 20 billions of gold marks,
the manner of payment to be determined by the Commission. Out of
this amount would be paid the expenses of the Armies of Occupation as
well as the cost of such goods and raw materials as the Commission found
it necessary for the sake of economic efficiency to import. Any balance
remaining over would be credited to Germany's reparation account.

It is fairly clear from a study of these provisions that the Peace Con-
ference recognized, on the one hand, the validity of the French contention
that it was impossible at the moment to estimate with any reasonable
precision the claims to be laid against Germany, and, on the other hand,
the fact that it was impossible to determine for some 30 years ahead a
nation’s capacity to produce a net surplus to contribute to the repatationg
of the Allies’ damages. Hence the Treaty's elasticity with reference
to this matter. Hence, on the one hand, the postponement of the deter-
mination of Germany's liability and, on the other hand, the various
provisions for postponement of installments, for periodic revision of the
claims, and for cancellation of any portion of the liabilities.

D. How Germany Is to Pay.

In this section the subject becomes a matter of provisions for elasticity
of another sort—qualitative elasticity. And here there are three main
considerations underlying the whole of this portion of the Treaty. Firstly,
the needs of the Allies in the way of commodities were given prior claim.
Secondly, the maintenance of German efficiency was to be sought. And
thirdly, the avoidance ef injury to the industries of the Allies by way
of loss of markets was aimed at. Consequently many of the provisions
relating to the supplying of commodities to the Allies were made in the
form of options, which might or might not be exercised, according as the
Allies weighed the benefits and injuries which might follow from their
fulfillment.

As a covering clause, it was laid down that payment might be required
in gold, chattels, properties, commodities, business rights, concessions,
ships, securities of any kind, or currencies of any State—their values in gold
to be determined by the Commission. Furthermore, it was stated specifi-
cally that credic should be given to Germany in respect of the following:

a) Any final balance in favor of Germany under Part III, Section V,
which refers to the cession of Alsace-Lorraine; Part X, Section III, which
refers to the settlement of debts between nationals of the late enemy
countries through clearing houses; Part X, Section IV, which provides for
cempensation for damages or injury to or seizure of property rights in
enemy countries.

(b) Amounts due to Germany in respect of transfers under Part III,
Section IV, dealing with the cession of the Saar Basin; Part IX, which has

to do with property, &c., ceded with German territory; Part XTI, which
provides for the surrender by Germany of some of her tugs and boats
plying on rivers internationalized by the Treaty (Rhine, Elbe, Oder, &c.).
(c) ‘*Amounts which, in the judgment of the Reparation Commission,
should be credited to Germany on account of any other transfers under the
present treaty of Propercy. rights, concessions, or other interests.
t

But in
no case was credit to be given for cash, animals, securities, and property
restored to their owners from whom they had been seized.

In accordance with the plan agreed upon at the Peace Conference, the
main bulk of Germany's indebtedness wsa to be covered by bond issues as
an acknowledgment of the obligation. The details of the issues were as
follows:

A first issue of 20 billions of gold marks, in bearer bonds, to be delivered
to the Commission forthwith, payable without interest on or before May 1
1921. These bonds were to be amortized by the payment of the 20 billions
of gold marks due prior to that date. :

second issue oP gold bearer bonds, to be delivered forthwith, to the
amount of 40 billions of marks, bearing interest at the rate of 21¢ % per
annum during the years 1921 to 1926, and at 5% thereafter, with the
addition of a further 1%, beginning 1926, for amortization.

An undertaking, in writing, to be handed to the Commission at once,
to issue, at such time as the Commission was satisfied of Germany’s ability
to meet the interest and sinking fund obligations involved, a further 40
billions of gold marks of 5% bearer bonds, of which the time and mode
of payment of interest and prlancipal would be as ordered by the Commission

These bonds, when distributed by the Commission, might be disposed
of outright to individuals in place of governments. Germany's liability
to the Governments would be then by so much reduced, being transferred
to the individual holders of the bonds. In this manner the circulation of
the bonds is perfectly in accordance with the provisions of the Treaty.

The payments in kind which Germany was to make, or might be called
upon to make, were very varied and were stated with careful exactitude.
The various categories will be considered in detail.

1. Reconstruction Mate ials.(q)—By the end of 1919 the Allied Govern-
ments were to file with the Reparation Commission lists showing (a) what
animals, machinery, equipment, tools, &c., destroyed during the war,
they desired to have replaced by similar articles; and (b) what reconstruc-
tion materials, machinery, furniture, &c., they desired to have Germany
manufacwure for them for purposes of restoration.

The Commission, in view of these requests, would then formulate their
total demands and present them to Germany. As a check on the Com-
mission, however, there were inserted in this portion of the Treaty, not only
a general principle, stating that Germany's own requirements were o be
considered, but also a special requirement that articles actually in use in
Germany should only be seized if there were no free stock available. Fur-
thermore, in no case should more than 30% of the equipment, &c., of any
one establishment or undertaking be seized.

The following immediate advances of animals were required of Germany,
the details of breed, &c., being specified:

To Belgium.
10,200
2,01

000
50,000
40,000

200
20,000

To France.
Horses.. . -

Bulls
Milch cows.
Heife

The delivery of agricultural machinery, as provided for in the January
1019 renewal of the armistice agreement, covering a wide variety of ma-
chines, was to continue. The Commission, of course, was to fix the value
of all such deliveries and give credit for the same to Germany's reparation
account.

2. Coal, &c. (r).—Some large options were accorded to the Allies by
Germany to demand the delivery of vasi quantities of coal. These options
were as follows:

To France—delivery of 7,000,000 tons per annum for 10 years, plus an
amount equal to the deficit in the actual production of the mines of the

¢ Annex IV,
T Annex V.

Nord and Pas de Calais in each year, as compared with their pre-war
annual production. The total amount delivered, however, was not to
exceed 20,000,000 tons in any of the first five and 8,000,000 tons in any one
of the last five years. Delivery during each of the three years following
the Treaty of 35,000 tons of benzol, 50,000 tons of coal tar, and 30,000
tons of sulphate of ammonia.

To Belgium—delivery of 8,000,000 tons of coal annually for 10 years.

To Italy—4,500,000 tons of coal in the year ending June 1920; 6,000,000
in the next year; 7,500,000 in the following; 8,000,000 in 1922-23, and in
each of the succeeding six years, 8,500,000 tons.

The prices for coal were not to be fixed by the Commission, but were
prescribed in the Treaty. Those for benzol, coal tar, and sulphate of am-
monia were to be the same as those charged to German nationals. Prices
for sea-borne coal were to be the same as the German export price f. o. b.
German ports, or British export price f. o. b. British ports, whichever were
the lower. For overland coal, the German pit-head price to German na-
tiorlals, plus the lowest freight to the frontiers, provided that the pit-head
price were not greater than that of British coal for export. The Reparation
Commission was to notify Germany of the deliveries required and to credit
Germany's account with the value thereof.

3. Saar Basin.(s).—All the coal deposits, concessions, machinery,
equipment, means of communication, and buildings belonging to the mines
in the district, as defined in the Treaty, were ceded to France for a period
of 15 years, their value to be assessed by the Reparation Commission and
Germany to indemnify her dispossessed nationals.

4. Dyes and Chemical Drugs.(l).—Germany gave the Allies the option
to require as part of reparation payments such dyestuffs and chemical
drugs as the Commission might fix, but in no case were the amounts de-
manded to exceed 50% of the German stock of each particular kind
demanded. In addition, until Jan. 1 1925, the Allies were given the option
to demand delivery during any particular six months of amounts of specified
kinds up to 25% of the German production of those kinds in the preceding
six months.

5. Shipping.(u) .—Germany agreed to make good, ton for ton and class
for class, all Allied merchant ships and fishing boats lost or damaged owing
to the war, and at the same time ‘‘waived all claims of any description
against the Allied and Associated Governments in respect of the detention,
employment, loss, or damage of any German ships or beats.”” Hence all
German shipping already in the hands of the Allies was to become their
property, on condition that each paid into the reparation account the
excess of the fair value of the ships retained over that of the ships appor-
tioned to it to replace war losses.

By the treaty Germany, as a contribution toward this obligation, ceded
to the Allies the property in all German merchant ships of 1,600 tons gross
and upward; one-half of the German merchant ships between 1,000 and
1,600 tons gross; one-fourth of the German steam trawlers; one fourth of
the other German fishing boats (fractions being calculated in terms of
tonnage and totals including shipping under construction). All of this
shipping was to be handed over to the Allies within two months of the
Treaty's coming into force. Germany, moreover, undertook to build for
the Allies during the next five years such shipping as should be specified
by the Commission.

In addition, claims were waived to all German vessels sunk during the
war which later might be salvaged, and, as regards shipping, Germany was
to restore within two months all identifiable boats of inland navigation
coming into her possession since Aug. 1 1914, and to make good the losses
of the Allies in river craft by cession of an equal amount of her own, provided
that the amount should not exceed 20% of Germany's river fleet as on
Nov. 11 1918.

6. Submarine Cables.(r)—The Treaty named certain specific submarine
cable rights belonging to Germany which she was to renounce in favor of
the principal Allied and Associated Powers,(w) their value being credited
to reparation account.

7. Miscellaneous.—In addition to the above, Germany was to be credited
with—

(a) The value of non-military material handed over at the time of the
armistice. ()

(b) The value of public utility interests demanded by and delivered to
the Reparation Commission.(y)

(¢) The value of German Government property in areas ceded to the Al-
lies, which was to be paid direct to the Commission by the recipient Gov-
ernments (France g:) and Belgium being exempted from(this provision.).

(d) The proportion taken over by the recipient Governments with ceded
areas of the debt of the German Empire and of the States to which the
areas belonged, as these debts stood on Aug. 1 1914, the proportion taken
over to be determined by the Commission and paid direct to the Commission
(France being exempted from this provision respecting Alsace-Lorraine,
in consideration of Germany’s having refused to take over a part of the
French debt in 1871).

Following the transmission to Germany of the draft of the treaty, a long
memorandum of ‘‘observations’’ thereon was prepared by the German
peace delegation and remitted to the Allies. Count Brockdorff-Rantzau,
spokesman for Germany, therein made an offer of a lump sum of 100 bil-
lions of marks, 20 billions thereof being payable by May 1 1926, the re-
mainder, witheut interest, over 50 to 60 years. It was pointed out by the
Allies, however, in rejecting this proposal, that at 6% the present value of
the amount would be only about 30 billions of marks. The Allies’ reply
made only minor modifications in the Treaty, but gave Germany an op-
portunity to submit within four months from the signing of the Treaty a
scheme, together with estimates, evidence and arguments, for the liquida-
tion of her reparation indebtedness by a lump-sum payment, by the carry-
ing out of reconstruction work, by supplying labor, materials, technical
service, &e. Such scheme and evidence, it was stated, would be carefully
considered by the Allies, and a reply given within two months.

Note.~—For purposes of calculating the periods mentioned in the Treaty.
the date is used when the first preces verbal of ratification by Germany
and three of the principal Allied and Associated Powers was completed.(aa)
The Treaty was s‘gned on June 38 1619 and was ratified as follows: Germany
—July, 1919. Great Britain, France, Italy and Japan—October, 1919.

On the other hand, the ‘‘date of the coming into force of the Treaty" is
for each Power the date of ratification by that Power.(aa)

Addendum—Other Treaties.

The various other treaties which were concluded subsequently to the
Versailles Treaty are, in comparison with it, of relatively small importance.

s Art. 45.

t Annex VI.

“ Annex III.

¢ Annex VII,

w Great Britain, France, Italy, United States, Japan.

Z Art. 250. This includes various items, two of the most important being:
(Art. VI.) “'Stores of food of all kinds for the civil population, cattle, etc., shall
be left in situ™; (Art. VII.) 5,000 locomotives and 150,000.wagons in good working
order, with all necessary spare parts and fittings, shall be delivered to the Associated
:l;'(;n(\l'ors within 31 days.” Further, 5,000 motor lorries were to be delivered within

ays.

v Art. 260.

z “In view of the terms on which Alsace-Lorraine was ceded to Germany in 1871."
The reason for Belgium's exemption is not specifically stated.

aa Miscellaneous provisions.
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That between the Allies and Bulgaria, signed on Nov. 29 1919 at Neuilly,
imposed a payment of 2} billions of gold francs as reparation, in half-
yearly payments. The July 1 1920 and Jan. 1 1921 payments wers to
represent interest at 2% on the total from Jan. 1 1920. Thereafter, each
half-yearly payment would include interest at 5% on the outstanding cap-
ital sum, the whole of which would be extinguished by Jan. 1 1958. An
Inter-Allied Commission was to be set up at Sofia, to consist of one member
each from the British Empire, France and Italy, and of a non-voting mem-
ber representative of Bulgaria. In the event of default in reparation pay-
ments, this body might control, to any extent and for any period it might
think necessary, the collection of taxes, sources of revenue, disbursement
of the proceeds, &c. Reparation payments were to be made through this
body to the Reparation Commission set up under the Versailles Treaty.
‘While the Inter-Allied Commission had no power of itself to reduce or post-
pone payments, it might recommend to the Reparation Commission a
reduction of any particular payment, or of the capital sum, and the latter
might grant a reduction or postponement by a majority vote. Bonds cov-
ering a part or the whole of the amount due might be called for by the,
Reparation Commission, which might dispose of them as it thought fit
such bonds being a direct obligation of the Bulgarian Government.

The treaty with Austria, signed at St. Germain-en-Laye on Sept. 10 1919,
was, in its general provisions, almost identical with the Versailles Treaty.
It recognized Austria’s responsibility for damages caused by her aggression
and her inability to pay the whole cost thereof. The authority for the exe-
cution of the reparation provisions was the commission appointed under the
Versailles Treaty, with the added provision that a special section of the Com-
mission was to be appointed to deal with Austria. It was given only con-
sultative powers, except so far as the Commission chose to delegate other
powers to it. By May 1 1921 the Commission was to determine Austria's
total liability, and by that date Austria was to pay such an amount as the
Commission demanded, out of which, as in the case of Germany, would be
paid the expenses of the forces of occupation and the cost of approved im-
ports.- The Austrian section of the Commission was to be composed of
delegates from the United States, Great Btitain, France, Italy, Groeece,
Poland, Rumania, the Serb-Croat-Slovene State and Ozechoeslovakia. Of
these the first four were in voting to have two votes each. The remaining
States were to bave one common representative. In working out the claims
against Austria, the Commission was ordered to take account of the dimi-
nution of the country’s resources resulting from the territorial provisions of
the treaty. The system of covering the indebtedness by bonds, as set out
in the Versailles Treaty, was applied with small modifications to Austria.

As regards payments in kind demanded forthwith, several categories of
demands were dealt with. The Austrian merchant fleet not being large
enough to compensate the Allies for all their damages, the whole of that
fleet was ceded to the Allies, together with river craft up to 20% of the total
possessed, all this to be delivered within two months.

The following animals were to be handed over as an immediate advance:
To the Serb-

Croat Slovene
State.

To
Kind of Animals— Italy.
—— 4,000

To Ru-
mania.
1,000
500
25
1,000
500
1,000
1,000
In addition, during ¢he six months following the Treaty, such furniture
as the Commission demanded was to be supplied.

Five-year options were accorded the Allies to demand annual delivery
of timber and timber manufactures, iron and iron alloys, and magnesite,
these amounts to bear the same relation to the Allies” pre-war annual im-
portations from Austria-Hungary as the resources of the present Austria
bore to those of the pre-war Austro-Hungarian Empire.

The treaty with Turkey was signed at Sevres on Aug. 10 1920. All rep-
aration claims, except as provided elsewhere, were waived by the Allies,
owing to the large reductions in Turkish revenues due to the territories
rearrangements made under the treaty. A financial commission was cre-
created, consisting of delegates from France, the British Empire and Italy,
with a consultative Turkish representative, with large powers over the
economic life ef the country. It was to approve the budgets presented to
the Parliament, to supervise execution thereof, to regulate and improve the
currency, and to conserve and increase Turkey’s resources. This Commis-
sion was to have at its disposal all the Turkish revenues, which were to be
applied in the first instance to the payment of its own salaries and expenses,
and in the second of the expenses of the forces of occupation. Turkey was
to pay for all loss or damage suffered by civilian nationals of the Allies in
respect of their persons or property through the negligence or the action of
Turkish authorities prior to the treaty. Furthermore, Turkey agreed to
make reparation to the Huropean Commission of the Danube for damages
sustained by that body. At the same time, all claims held against Turkey
by Germany, Austria, Bulgaria and Hungary were transferred to the Allies.

The United States having voted against ratifying the Treaty of Versailles,
a separate bipartite treaty was concluded with Germany at Berlin, signed
on Aug. 25 1921, and ratified by both parties in October of that year. The
brevity of this treaty is due to the fact that it consisted in the main of a
reservation of most of the rights accruing to the United States by the terms
of the Versailles Troaty, together with a repudiation of the ‘“‘entanglements’"
and responsibili. s into which it led them. The Preamble to the Treaty of
Berlin contained a part of the joint resolution of Congress, approved by the
President on July 2 1921, from which the following is quoted:

T4, . . 'There are expressly reserved to the United States and its
nationals any and all rights, privileges, indemnities, reparations, or ad-
vantages, together with the right to enforce the same, to which it or they
have become entitled under the terms of the armistice signed Nov. 11 1918,
or any extension or modification thereof, or which were acquired or are in
the possession of the United States of America by reason of its participa-
tion in the war or to which its nationals have thereby become rightfully
entitled, or which under the Treaty of Versailles have been stipulated for
its or their benefit; or to which it is entitled as one of the principal Allied
and Associated Powers, or to which it is entitled by virtue of any Act or
Acts of Congress, or otherwise.”

Germany accords these rights, which are mentioned specifically as being
those contained in Section I, Part IV, and in Parts V, VI, VII, IX, XTI,
XII, XIV and XV of the Versailles Treaty. Further,

‘. . . while the United Btates is privileged to participate in the Rep-
aration Commission, according to the terms of Part VIII of that (the Ver-
sailles) Treaty, the United States is not bound to participate in any such
commission unless it shall elect to do so.""

Part 2 of the acecount, as published in the December
“Bulletin,” follows: a

a This is the second of a series of four articles, the.first of which appeared in the
November "“Bulletin,” pp. 1288-1206, dealing with the history of the reparation

blem from the Treaty of Versailles to the present time. Subsequent articles
will deal with the developments since May 1921.

II.—Fixing Germany's Liability (July 1919-May 1921).

For a period of about a year after the signing of the Treaty of Versailles
the question of reparation, apart.from the deliberations of the Commission,
was almost completely neglected. The Powers during that time were
concerned mainly with ratification proceedings and other domestic affairs,
and the disarming of Germany. This last matter was the immediate
reason (b) for the calling of the first of the long and complicated series of
official conferences and unofficial parleys with which this and succeeding
chapters have to deal. The history of these negotiations—some confined
to the Allies, some including German representatives—is difficult to
foilow, owing to overlapping of functions and to the lack, in several cases,
of official pronouncements on the results of the conversations.

There were underlying the discussions three prominent points of view.
The Italian delegates from the start favored a frank reyision of the Treaty
The French, on the other hand, held out for its strict fulfillment. The
British adopted an elastic policy, best expressed by Mr. Lloyd George's
words in the House of Commons, in replying to question as to work
before the projected Spa conference, that the conference was to deal in no
way with revision, but only with application. Hence it was not—and,
i;ﬁlecd. could not be logically until after the promulgation of the decision
of"the Reparation Commission that any true modifications of the Treaty
were decided upon, except as regards immediate payments. i

The first conference, April 19-26 1920, at San Remo, attended by the
Allied premiers, was concerned mainly with the Turkish treaty and the
German military establishments. It was notable, however, for a sugges-
tion made by Mr. Lloyd George that Germany should be invited to send
delegates to discuss with the Supreme Council matters arising out of the
Treaty. Accordingly, it was agreed to hold a joint conference at Spa in
the following month. At the same time an Allied manifesto was issued,
pointing out that Germany had not seized the opportunity, presented to
her during the Versailles negotiations (c), of putting forward her own
estimate of the reparation to be made, nor of sending experts to the devas-
tated regions with this end in view, nor of offering a lump sum in settle
ment of her reparation liabilities.

Accordingly, the premiers met at Lympne, May 14-16. for the purpose
of formulating plans as to the policy to be pursued at Spa. Here France -
obtained what might have been an important concession, for, though her
priority claims were disallowed, it was agreed that the payment of her debt
to England should be made parl passu with payments of reparation by
Germany. The recognition of the vital connection between reparation
and foreign debts is not, then, merely a recent development. As it hap-
pened, however, this particular understanding was set aside a month later,
owing to America’s unwillingness to make similar concessions.

There were now, then, two sets of deliberations going on with regard
to reparation—those of the Reparation Commission and those of the
Supreme Council. To these the latter added a third—a commission of
French and British experts to fix, prior to the Spa conference, a minimum
total of Germany'’s liabilities, to determine methods of payment, examine
the possibility of capitalizing the debt, and to establish conditions for the
division of the receipts between the Allies. In considering Germany's
capacity to pay, this commission was to take note of several facts: First,
that there appeared to be a deficit in Germany's current budget of 21,000,-
000,000 marks; second, that the German merchant fleet had decreased in
gross tonnage from 5,500,000 in 1913 to 500,000 in 1920; third, that the
production of coal, now that Alsace-Lorraine and the Saar had been separ-
ated from Germany, had fallen 50% from the 1913 figure; and fourth, that
imports had diminished in weight by about three-fourths from their 1913
level.

The Spa conference having been postponed on account of the German
elections, the premiers met again at Lympne on June 20 and at Boulogne
on June 21 and 22. During these conversations a scheme was discussed
under which a minimum annual payment, to be made in gold, would
become the basis of an international loan, a part of which would be allotted
to Germany. The idea of a minimum payment was adopted in order that,
if Germany were to prosper, her payments could be increased accordingly.
The minimum determined upon here was 3,000,060,060 gold marks, and the
period during which it was payable-was thirty-five years.

A further meeting was held at Brussels, July 2-4, to discuss the matter
of the division of the reparation payments among the Allies. Here a
previous dgreement, as between France and Great Britain (55:25), made
earlier in the year, was revised, the new distribution being as follows (in
percentages): France, 52; Great Britain, 22; Italy, 10; Belgium, 8; Greece,
Rumania, the Serb-Croat-Slovene State, and others, a total of 614; Japan
and Portugal, three-fourths each. Belgium's priority on the first two and
one-half billions of marks paid, as agreed upon and announced by Clemen-
ceau, Wilson, Lloyd George, and Sonnino in July 1919, and the transfer
to Germany of her liabilities or debts to the Allies, were confirmed. Fur-
thermore, ITtaly was given priority, up to £200,000,000, on the payments
received from Hungary and Bulgaria.

These proportions and priorities were finally agreed to at the Spa con-
ference, July 5-16. It was further agreed that one-half of the receipts from
Austria, Hungary, and Bulgaria should be divided in the same proportions
as the German payments, while of the other half Italy should receive 40%
and Greece, Rumania, the Serb-Croat-Slovene State, &ec., the remaining
60%. Certain German credits in foreign countries were handed over to
Belgium as covering for her prior claim of two and one-half billions of
marks. These included 400,000,000 kroner in Denmark received by
Germany in consideration of the cession of the northern part of Schleswig-
Holstein, and also the excess value of German property confiscated in the
United States over American property confiscated in Germany. Immedi-
ately after the satisfaction of Belgium's prior claim the Allies were to he
reimbursed for their loans to Belgium.

Apart from these secondary decisions, nothing was accomplished at Spa
with reference to reparation, the chief matters under discussion being the
disarmament of Germany and the coal deliveries. The latter will be
dealt with in the next article. On the whole, the Spa conference proved
disappointing in its results, but it marks a definite step forward, in that for
the first time German representatives were permitted to take part in the
deliberations.

The first gathering of major importance, however, was that of the AlHed
and German experts at Brussels, December 16-22 1920. Here definite
progress was made, though no final decisions could be arrived at. A good
deal of information as to Germany's internal situation: was supplied, and a
definite preference for payments in kind was voiced by the German experts.
The proposal most generally favored was (according to the ‘‘London
Times' correspondent) to demand an annual payment of 3,000,000,000
gold marks for five years, with the provisional suggestion of 6,000,000,000
for the next five years, and 7,000,000,000 for the following thirty-two years.,
The Reparation Commission would have power to postpone a part of the
additional annuities of the last thirty-seven years and to fix interest pay-

b In April 1920, following political disturbances in Westphalin and the Ruhr

alley, France, as a protest against the concentration of German troops there to
an extent which was In contravention of the terms of the treaty, occupled Frankfory
AUU aoaliusbub, y

v
¢ See November “Bulletin,"” p. 1205,
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ments thereon. As guaranties of payment, it was proposed that Germany
deposit with the Commission industrial securities up to a value of 5,000,~
000,000 gold marks, which could be sold in case of default; and that the
Allies be given a claim upon the gross receipts of the German customs, with
power to veto any modifications of the tariff which might tend to lessen the
receipts. With these tentative conclusions the confernce was closed, but
not before a list of 41 questions had been submitted to the Germans, the
answers to which were intended to supply, and did in fact supply, fuller
valuable data as to the internal condition of the country.

The Supreme Council met again in conference at Paris January 24-30
1921. At the outset of the conference, M. Doumer, a French delegate,
suggested that reparation be fixed at 240,000,000,60G gold marks, to be
paid as an annuity of 12,000,000,000 for forty-four years. . This, clearly,
was far above the experts’ proposal for an annuity of 3,000,000,000 for the
first five years. At the same time it was claimed that under the Boulogne
agreement France could receive only about 65,000,000,000 gold marks.
Finally a compromise was effected between the Brussels and Boulogne
plans, with the added element of a levy on German exports. The annuities
were to be as follows: Two of 2,000,000,000 gold marks; three of 3,600,
000,000 gold marks; three of 4,000,000,000 geld marks; three of 5,000,000,~
000 gold marks; thirty-one of 6,000,000.600 gold marks—the total being
226,000,000,000, payable in forty-two years from May 1 1921. In case
of payment being made in advance, Germany was to receive a discount
of 8% on the first two annuities, 6% on the next two, and 5% on the
remainder. Germany was to issue pearer bonds covering these annuities.
In addition to these fixed annuities, however, Germany was to pay an
amount equal to a tax of 12% ad valorem on the whole of her exports, this
tax being estimated to yleld about 1,000,000,000 marks per annum. A
power additional to those named in the Treaty was given to the Reparation
Commission at this point, Germany being permitted to embark on no
credit operation abroad without the Commission's approval.

The conference also enunciated the ‘‘sanctions’ it was prepared to enforce
should Germany default in her payments as set out in the above scheme.
These comprised seizure of all or a part of the German customs by the
Reparation Commission; taking over of the administration and collection
of the customs by the Reparation Commission; imposition of higher tariffs,
at the instigation of the Reparation Commission; taking of ‘‘such measures
as they think justified’” by the Allied Powers, when notified by the Com-
mission of Germany's default. The terms here outlined were submitted
to Germany for consideration, her delegates to present themselves at
TLondon in a month's time to give her reply.

Thus, on March 1 to 7 1921, in London, for the first time since Spa,
the German delegates met the Supreme Council and the other Allied
delegates. The Germans declared that fulfilment of the Paris proposals
was impossible, and submitted a countér scheme of their own. Their
experts, however, adopted the Paris proposals as the basis of their calcula-
tions, discounting the fixed annuities at 8%, and arriving at a present value
of 50,000,000,000 gold marks. The payments already made they estimated
at 20,000,000,000, thus leaving 30,000.000,000 remaining to be paid, a
sum which, they claimed, was as much as Germany could possibly pay.
Most helpful, perhaps, was the suggestion that some of the earlier install-
ments be paid in kind and labor and the statement that Germany was
prepared tosassist in the physical work of reconstruction. In spite of
Germany's unconditional agreement at Versailles to pay to the utmost of
her capacity (d), the London delegation laid down conditions upon fulfill-
ment of which she would agree to pay the proposed 30,000,000,000 gol ®
marks. There were as follows:

(1) Upper Silesia was to remain German.(e)

(2) Restrictions on commercial intercourse between Germany and the
rest of the world were to be removed.

(3) Germany was to be released from all further payments or deliveries
under the Treaty.

(4) The Aliies were to renounce their rights to liquidate German prop-
erty.(f)

Furthermore, the means wherewith Germany was to commence payment
was to be loan of 8,000,000,000 gold markst at a low rate of interest. An
annuity of 1,000,000,000, together with interest on the loan, would be
paid for five years, and in the meantime a scheme would be drawn up for
the liquidation of the outstanding balance.

The 'London Times" quoted from an ‘‘authoritative analysis™ of the
proposals, the following summary, the main features of which will show
their inacceptability to the Allies:

(1) The 8% rate of discount was only applicable to the first two annuities.

(2) The German plan ignored the variable annuities dependent on ex-
ports.

(3) The Paris annuities were proposed as an addition to payments already
made.

(4) The Reparation Commission assessed the deliveries already made at
a total value of less than 10,000,000,000 gold marks. (&)

(5) While discounting payments at 8%, Germany had reckoned on a
loan at 5% or less.

(6) The German proposals included the relief of the German securities
from taxation in the country of issue.

(7) Assuming the payments after the first five years to be 3,000,000,000
for twenty-five years, the present value would have been about 27,000,-
000,000,(h) whereas the present value under the Paris plan, exclusive of
the variable annuities, would have been, at 8%, 53,000,000,000; at 5%,
83,000,000,000.

Hence it is not surprising that the Allies rejected this proposal, and
allowed Germany: four days in which to signify her agreement to the Paris
plan. In Mr. Lloyd George's speech delivering the ultimatum he declared
that the Allies had good reason to assume that the German Government
was ‘‘deliberately in default’; and that therefore, in the event of an un-
favorable reply, the Allies would proceed to occupy Duisburg, Ruhrort,
and Dusseldorf; to pass legislation compelling Allied nationals to pay to
their Governments, instead of to the German seller, on account of repara-
tion, a proportion of the price of goods imported from Germany; to insist
on payment to the Reparation Commission of customs collected on the
external frontiers of the occupied territories, and to levy and collect customs
at the Rhine bridgeheads occupied by the Allies.

During the four days’ grace an alternative proposal to pay 3,000,000,000
gold marks annually for thirty years, together with a 30% tax on exports,
was presented to Germany and rejected. At the end of that time Germany
made a counter-proposal to pay according to the Paris plan (including the
129% export levy) for five years, during which a comprehensive scheme for
thirty years of payment was to be negotiated. But the conditions that

d Treaty, Article 236.
¢ A plebiscite was due In Sllesia, under Article 88 of Part II, of the Treaty.

f Treaty, Articles 260 et al. See November “Bulletin,” p. 1292.

@ Up to April 30 1921, Germany's payments, according to the latest figures, were
as follows: Payments In cash and sales of war material, 112,000,000 gold marks;
deliveries In kind, 1,251,000,000 gold marks; armistice deliveries, 1,183,000,000 gold
marks: submarine cables, 49,000,000 gold marks; real estate, Saar mines, &e., and
debts of German States assumed by Powers to whom ceded, 2,504,000,000 golp
marks; total, 5,099,000,000 gold marks.

h But see note ? below.

Upper Silesia remain German and that the restrictions on German trade
be abolished were retained, and hence the proposals were rejected. Ac-
cordingly, the three specified German cities east of the Rhine were occupied,
and the Inter-Allied Rhineland High Oommission took over the collection
of customs in the occupied area. The Allies forthwith proceeded with the
threatened Jegislation. The British reparation recovery bill, requiring
importers of goods from Germany to pay up to 50% of the price of the
imported goods direct to the customs officials, passed its third reading on
March 19.

The next move fell to the German Government, which, on April 24,
handed to the American charge d’affaires at Berlin a set of proposals
which, they declared, represented, “‘according to their convictions, . . .
the utmost limit which Germany’s economic resources could bear, even
with the most favorable developmeats,” and which, if it found them
acceptable, the United States Government was requested to lay before the
Allies. The proposals consisted of twelve points, summarized as follows:

(1) Germany would recognize 50,000,000,000 gold marks as her total lia-
bility, to be liquidated by suitable annvities totaling not more than 200,~
000,000,000 gold marks.

: §2) The raising of an international loav, in which Germany would par-
ticipate.

(3) Germany to pay interest and amortization on the amount uncovered
by the loan, with a maximum of 4%.

(4) Amortization payments to vary with German propserity, as shown
by an agreed index.

(5) Germany to assist in rebuilding work.

(6) Germay to supply other reconstruction materials and services.

(7) Germany to pay at once 1,000,000,000 gold marks, in the shape of
150,000,000 in gold, silver, and foreign bills, and 850,000,000 in treasury
billlS. redeemable within three months in foreign bills and other foreign
values.

(8) Germany, the Alfies and the United States being agreeable, to take
over a part of the Allies’ America. debts, to the extent of her capacity.

(9) Determination of values of reparation deliveries by a commission
of experts. (]

(10) Assignment of public properties or income as security for the loan.

(11) Cancellation of all other German reparation liabilities and release
of German property abroad. (i)

(12) Abolition of the system of sanctions, freeing of German commerce,
and relief from *‘all unproductive expenditure.’

Although this was by far the most favorable proposition Germany had
yet made, the United States Government declined to transmit it to the
Allies, who, in informal communications, had found in it ‘“‘ne acceptable
basis of discussion.”

It secemed, then, that an impasse had been reached. But the situation
was saved by the Reparation Commission, which, in accordance with the
terms of the Treaty,(j) announced its decision on April 27. The Allied
premiers, therefore, assembled in London on April 29, together with the
Commission. The result of the deliberations was the second ultimatum
presented to Germany on May 5, and accepted by them on May 11. The
text of the protocol containing the decislons arrived at, which accompanied
the ultimatum, is given in full in the *'Federal Reserve Bulletin,' June 1921,
The terms of this ultimatum may be summarized as follows:

(1) Apart from her restitution obligations,(k) Germany was to pay
132,000,000,000 gold marks, less amounts already paid and amounts in
consideration of ceded States properties and sums credited to Germany
received from other ex-enemy Powers, plus the amount of Belgium’s debts
to the Allies.

(2) In substitution for bonds delivered or deliverable,(l) Germany was
to deliver by July 1 1921, 12,000,000,000 of *“Series A" bearer bonds; by
Nov. 1 1921, 38,000,000,000 of *‘Series B*’ bearer bonds; by Nov. 1 1921,
82,000,000,000 of ‘“‘Series O" bearer bonds, without attached coupons,
which were to be supplied as the Commission saw fit, in the light of Ger-
many's capacity, to issue the G’ bonds.

From the date of issue in each case Germany was to pay annually 6% on
the amount issued, out of which there should be paid 5% interest on the
bonds outstanding, the balance to go to a sinking fund for redemption
by annual drawings.

(3) The series were to be a first, second, and third charge on the assets
and revenues of the German Empire and States,(m) particularly on (a) sea
and land customs and duties; (b) a 25% leby on all German exports, the
quivalent in marks to be repaid by the German Government to the exporter.

(4) Germany was to pay 2,000,000,000 gold marks annually plus an
amount equal to 26% of her exports. Payment of the fixed annuity was
to be made quarterly, on or before Jan. 15, April 15, July 15 and Oct. 15,
and of the variable annuity, on or before Feb. 15, May 15, Aug. 15 and
Nov. 15.

(5) Germany was to pay within twenty-five days, as the first two install-
ments of the fixed annuity, 1,000,000,000 gold marks.

(6) A committee on guarantees, consisting of delegates from the Powers
represented on the Reparation Commission, was to be appointed, with
power to coopt not more than three representatives of other Powers, when
the Commission should decide that they held sufficient of the bonds to
be issued.

(7) This committee was to supervise the application to the debt service
of the customs and duties, the 25% export levy, and such taxes as the
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