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The Financial Situation.

The progressive ease in the money situation con-
tinues to be reflected in the bond market. The Dow-
Jones average of forty investment issues has made
several new highs in recent days, passing 99 on Mon-
day, Nov. 14, and reaching 99.17 on Thursday,
the 17th. This advance in the bond level has been
perhaps as marked as any during the long period
of generally advancing bond prices which lies be-
hind, but it has not been accompanied by a particu-
larly heavy offering of high grade investment issues
such as occurred a few weeks ago. It reflects per-
haps a pressure of funds for investment in volume
larger than can be satisfied by current offerings, but
even more than this it reflects an appraisal by in-
vestors of a probable continuation of easy money
conditions into 1928.

Among the more prominent issues of the week
were the f()llowing' On Wednesday Bonbright &
Company offered $10,000,000 Electric Bond & Share

» Cumulative I’retu'red Stock at 109, yielding

.)0‘/0. On Thursday $20,000,000 Norwegian Hydro-
Electric Nitrogen Corporation 5l%s, 1957, were of-
fered at 95, yielding 5.85% by the National City
Company and $16,000,000 General Cable Corporatwn
558, 1947, by Dillon, Read & Company and Kissel,
Kinnicutt & Compan\ at 99, yielding 5.58%.

The week saw the first passing of a great Liberty
Loan—the Fifth or Victory Liberty Loan having
been retired in 1922-23. The Second Liberties, which
were first offered on a 49, basis and later converted
to a 414 % basis, were redeemed on Tuesday, Nov. 15.
The bonds were dated Nov. 15 1917 and were original-
ly outstanding to the extent of $3,807,865,000. They
had been reduced by sinking fund, purchase and ex-
change, to about $650,000,000 outstanding on the day | ¢
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of redemption. To what extent these have been pre-
sented and paid off will not be known until the
twelve Federal Banks make their reports late this
week. Washington dispatches, however, indicate
that $298,000,000 were presented on the 15th and
$55,000,000 on the 16th, leaving less than $300,000,-
000. The turnover of funds in connection with mid-
month payments and Government transactions, par-
ticularly those of the payment of the Second Liberty
Loan bonds, did not sufficiently disturb the money
market to affect the call rate which remained at
3%, % during the week. Brokers’ loans, however,
have continued to increase, as is noted further below.

The stock market did little more than substan-
tially hold its level during the early part of the
week, but advanced sharply on Friday, disregarding
the heavy addition to brokers’ loans. Trading has
been in large volume. Investors and speculators
alike seem to be operating on an assumption of a
continuation of easy money. In stock market cir-
cles there has been no discussion of late of probable
changes in re-discount rates of the Federal Reserve
Banks. These were reduced from 4% to 314% early
in August, the Reserve Board stating at that time
that they were lowered with a view to holding rates
low during crop moving season. It might have
been assumed at that time that late in November or
possibly in December or January the Reserve Bank
re-discount rates would be moved back to 4%, but
apparently ne one looks for anything of the kind
now.

The story regarding brokers’ loans does not vary.
Indeed there is a monotonous regularity about it.
This week’s return of the Federal Reserve Board
again records expansion and establishes once more

a new record-breaking total. Nor is there anything
to indicate when the upward movement is to be per-
manently arrested—in the near or remote future.
The report issued after the close of business on
Thursday, and the nature of which seems to have
been divined beforehand, inasmuch as the stock
market in the closing hour on Thursday suffered a
downward reaction on rumors or apprehensions that
a further increase was likely, verified the predic-
tions to that effect. These weekly reports, as fre-
quently pointed out by us, relate to the 52 reporting
member banks of the Federal Reserve in New York
City, and are for the close of business on Wednesday.
As compared with the previous Wednesday the fur-
ther addition to the total is found to be no less than
$71,586,000, and it follows an increase the previous
week of $12,824 000 and an increase the week before
that of $27,928,000. In other words the grand aggre-

gate of these loans to brokers and dealers (secured
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by stocks and bonds) stands now for Nov. 16 at
$3,456,115,000, against $3,384,529,000 Nov. 9, $3,371,-
705,000 Nov. 2 and $3,343,777,000 Oct. 26.

The previous record total was reached Oct. 19
when the amount was $3,434,107,000. From that
figure there was a reduction to the amount just
named of $3,343,777,000 on Oct. 26. This having
been the first notable decline in a period of about
two months it was hailed with great satisfaction as
marking (so it was believed at the time) a definite
turn in the upward tide, to be followed (as it was
then supposed) by a longer or shorter series of de-
clines from week to week until the total once more
got back to levels that could no longer be considered
inordinately high. But these anticipations were
quickly disappointed, and in the three weeks since
then the upward movement has again been in fuli
force and latterly has been, it would appear from
the latest figures, gaining momentum, with the result
that a new high for Nov. 16 at $3,456,115,000 leaves
the former record-breaking total of $3,434,107,000
on Oct. 19 fully $22,000,000 behind.

The loans made for account of out-of-town banks
fell off a little during the latest week, declining from
$1,277,331,000 Nov. 9 to $1,260,215,000 Nov. 16, but
at the latter figure comparison is with only $1,055,-
529,000 on Nov. 17 last year. The other two groups
of loans further increased during the week and as
compared with 12 months ago record even greater
expansion than the loans for the out-of-town banks.
In other words, the loans made by these reporting
member banks for their own account are now (Nov.
16) $1,202,833,000 against only $799,296,000 on Nov.
17 1926, and the loans “for account of others” (the
third group) $993,067,000 against $754,199,000. The
grand total for the whole three groups at $3,456,-
115,000 for Nov. 16 1927 compares with $2,609,024,-
000 on Nov. 17 1926, showing an augmentation dur-
ing the year in the huge amount of $847,091,000. The
augmentation is almost entirely in the loans subject
to call, which characterizes it as being for specula-
tive account, wherein lies the occasion for anxiety.
The time loans are only $814,318,000 this year as
compared with $702,271,000 twelve months ago, but
the demand loans aggregate $2,641,797,000 against
only $1,906,753,000 on Nov. 17 last year, the increase
in this last instance, it will be seen, being close to
three-quarters of a billion dollars.

The returns of the Federal Reserve banks them-
selves for the week under review show changes about
as would be expected, having regard to the opera-
tions of the U. S. Treasury. The Government made
extensive payments in redemption of the Seconi
Liberty Loan bonds ($298,000,000 having been paid
Nov. 15 and $55,000,000 Nov. 16) and this enabled
the member banks to reduce their borrowings at the
TFederal Reserve Banks and also very decidedly to
add to their reserves kept on deposit with the Re-
serve institutions. On the other hand, the Govern-
ment was obliged to indulge in a considerable
amount of temporary borrowing in order to make
the redemptions referred to, of the Second Liberty
Loan bonds—the proceeds of the $419,770,000 allot-
ted on the new issue of Treasury certificates floated
during the month and bearing 3149% interest evi-
dently not yet having been fully realized. From the
comments of the Federal Reserve Board accompany-
ing the weekly report it appears that the U. S.
Treasury to meet its immediate needs issued $164.-

500,000 of temporary certificates of indebtedness to
the twelve Reserve banks, of which $76,000,000
were taken by the Federal Reserve Bank of New
York. :

It follows from what has been said that the fea-
ture of this week’s return of the Federal Reserve
Banks is that it shows the discounts on behalf of
member banks heavily reduced, but the holdings of
Government securities further greatly enlarged. The
holdings of discounted bills are down to $367,436,000
Nov. 16 from $460,641,000 on Nov. 9. The holdings
of acceptances are very little changed at $333,807,000
against $336,413,000. Holdings of U. 8. Government
securities, however, stand at $704,794,000 Nov. i6
against $530,210,000 Nov. 9 and comparing with no
more than $308,130,000 Nov. 17 last year. The net
result of all these changes is that total bill and
security holdings the present week are $1,406,652,000
against $1,327,864,000 a week ago, showing an in-
crease during the week in the aggregate of Reserve
credit employed of $78,788,000. As compared with
twelve months ago, when the total of bills and secu-
rities was only $1,225,533,000, the increase is $181,
119,000. During the week member bank reserves
with the twelve Reserve institutions increased from
$2,368,905,000 to $2,499,978,000, while deposits
(made up almost entirely of these reserve accounts
of the member institutions) rose from $2,423,332,000
to $2,565,993,000. The volume of Federal Reserve
notes in actual circulation was at the same time re-
duced from $1,734,696,000 Nov. 9 to $1,706,436,000
on Nov. 16. Gold reserves, however, during the
same interval fell from $2,909,921,000 to $2,889,440,-
000 with the result that the ratio of total reserve
(including reserves other than gold) to deposit and
IFederal Reserve note liabilities combined is this
week 70.8%, against 73.1% last week. The Federal
Reserve Bank of New York by itself shows discounts
reduced during the week from $154,569,000 to $103,-
260,000, acceptance holdings slightly higher at
$92,084,000 against $91,233,000 and holdings of
U. 8. Government securities up to $182,365,000
against $107,650,000, making the total of Reserve
credit employed (as represented by the combined
holdings of bills and securities) $377,709,000 against
$353.452,000 last week. A year ago the amount was
only $225,100,000. Member bank reserves with the
New York Federal Reserve Bank rose from $957.-
694,000 to $987,847,000 and total deposits from
$981,655,000 to $1,006,058,000. The amount of Fed-
eral Reserve notes in actual circulation here at New
York fell during the week from $373,629,000 to
$366,570,000.

Last Saturday’s statement of the New York Clear-
ing House Banks and Trust companies showed com-

paratively slight changes. TLoans and discounts
diminished $5,718,000, net demand deposits de-
creased $3,633,000, but time deposits increased $11,-
743,000. Member banks’ reserves decreased $2,991,-
000 (to be followed to-day by a considerable increase,
judging by the addition to member bank reserves
shown by the Federal Reserve Bank of New York
in its statement for Wednesday night as reviewed
above) offset by an increase in cash in own vaults
of $1,807,000, which latter, though, does not count
as reserve. As a result of these various changes
excess reserve last Saturday was $5,355,490, against
$7.532,640 Nov. 5 and $29,561,460 Oect. 29. U. S.
Government deposits fell further from $48,830,000

igitized for FRASER
tp://fraser.stlouisfed.org/




Nov. 19 1927.]

THE CHRONICLE

2713

Nov. 5 to $37,851,000 Nov. 12. On Oct. 1 these Gov-
ernment deposits aggregated $114,687,000.

The foreign trade statement of the United States
for the month of October, which was issued by the
Department of Commerce at Washington early in the
week, shows quite an improvement as to the value
of merchandise exports for that month. At the
same time imports continue to fall off. The increase
in the value of exports over a year ago is in some
measure due to the higher prices now prevailing for
certain farm products, cotton, wheat and corn
among them, while the decrease in imports reflects
in large part the lower prices this year for rubber.
Merchandise exports last month were valued at
£490,000,000. This is the highest value for exports
of any month for two years, or back to October 1925.
These figures compare with $455,301,000, the ex-
ports in October of last year, and sho\\ an increase
this year of $34,699,000.

Cotton exports last month contributed $125,652,-
000 to the total of all exports, while a year ago, in
the corresponding month, cotton exports were
valued at $115,240,000, an increase this year of
$10,412,000 or 9 per cent. As to quantity, howevez,
exports of cotton last month were 1,126,500 bales
and in October 1926, 1,369,800 bales, a decrease this
vear of 17.8 per cent. This reflects the higher price
for cotton the present season. Imports last month
were valued at $356,000,000 as against $376,868,000
in October 1926, and $374,074,000 two years ago.
The excess of merchandise v\pm't\ l.ut month was
quite heavy, the amount being $134,000,000. In
September the excess of exports was $83,597,000,
while for October 1926 there was an excess of exports
of $78,433,000.

Merchandise exports for the ten months of the cur-
rent year stand at $3,998,458,000, or larger than for
any corresponding month back to 1920. These fig-
ures compare with $3,862,991,000 for the first ten
months of 1926, and show an increase this year of

$135,467,000 or 3.5 per cent. Of this amount cotton
cuntubuted an increase of $73,332,000 or a gain of
13 per cent. As to the number of bales of cotton
exported, the ;:*lin for the ten months this year over
last year was 27.8 per cent. Ixports of wheat this
vear are fully 1.) per cent. above these of a year ago,
and considerable gains also appear in six of the
eight leading classifications into which the detailed
statement of merchandise exports from the United
States is divided.

Imports, on the other hand, as already stated,
show a considerable loss for the ten months this year
as compared with 1926. Including October, there
have been seven months in 1927 in which the value of
merchandise imports have been smaller than in the
corresponding months of the preceding year. The
total value of imports for these ten months this year
is $3,509,008,000, as against $3,697,545,000 for the
same time last year, a decrease of $188,537,000. De-
tails as to imports are available at this time for nine
months only, and for that period there was a decline
of $144,200,000 in the imports of rubber and of
£39,300,000 in imports of coffee. On the other hand,
imports of silk for the nine months this year were
larger by $23,600,000 than they were a year ago,
while imports of raw sugar were $34,500,000 in ex-
cess of the preceding year. These f(nu' commodities
supply nearly 30 per cent. of the value of all imports
into the United States.

year of 6.5 per cent.

Although the value of rubber imports is very
much less this year than it was a year ago, in quan-
tity there has been a gain for the nine months this
Coffee imports are lower in
value this year; they have also been smaller in quan-
tity. Imports of silk, as noted above, show an in-
crease in value this year and the same is true as to
the quantity, but while the value of sugar imported
is higher for the nine months of 1927 as compared
with 1926, there has been a loss in quantity of 6.5
per cent.

Other merchandise imports show some falling off
in value this year, but the loss is small alongside
the figures just given. The decrease in imports
for the ten months this year as compared with 1926
is 5.1 per cent. and exactly the same ratio of loss
appears for the nine months. Deducting from the
total value of all imports for the nine months, the
value of imports of rubber, coffee, silk and sugar,
the remaining amount, which covers all other mer-
chandise imports for that period, shows a decline
this year of only 2.0 per cent. It will be recalled
that the greater part of the decline in value above
referred to was in rubber, of which the actual im-
ports for the nine months this year exceed those of
1926 by 6.5 per cent.

The merchandise export balance this year is very
large, amounting for the ten months to $489,450,000;
for the same period of 1926 it was only $165,446,000.

(Gold exports last month were valued at $10,698,-
000 and imports at $2,056,000. In September gold
exports amounted to $24,444,000 and imports to
$12,979,000, whereas in October 1926 gold exports
were only $1,156,000 and imports $8,857,000. For
the ten months of this year the exports of gold have
been $68,340,000 and the imports $195,022,000, an
excess of imports of $126,682,000, while in the pre-
ceding year exports were somewhat higher in value
and imports slightly lower, the excess of imports
amounting to $78,979,000. Silver exports last
month showed little change from the earlier months
of the year, the value having been $5,938,000; silver
imports were $5,069,000.

A series of occurrences in Great Britain in the
past week showed clearly that the cause of inter-
national naval limitation is not nearly so hopeless as
it appeared to be after the failure of the Tripartite

Conference in Geneva last summer. The most sig-
nificant of these occurrences was the announcement,
made in the Commons Wednesday by W. C. Bridge-
man, First Lord of the Admiralty, that two of the
three cruisers which should be laid down this fiscal
year under the 1925 British naval program would
not be proceeded with. One of the three cruisers
will be ordered laid down, Mr. Bridgeman told the
Commons, but he added that “the Government has
decided, in the light of the situation disclosed at the
Geneva Naval Conference, that it is not necessary

nor desirable to proceed with the laying down of the
other two this year.” This statement, it was pointed
out in a London dispatch to the New York “Times,”
does not preclude the possibility of the two vessels
being constructed next year. It was added, how-
ever, that there is a growing belief in London that
for reasons of economy, world-peace and a better
Anglo-American understanding, the British Govern-
ment has decided to postpone any increase in naval
armament as long as possible, in the hope that the
efforts which failed at Geneva will be renewed later
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and with more success. Moreover, it appeared that
the one cruiser to be built will be of 8,000 tons, while
the two delayed would have been 10,000 tons each.

This announcement was followed, Wednesday
evening, by a debate on disarmament in the House
of Lords, wherein Viscount Cecil delivered a long,
detailed statement as to why he resigned from the
Cabinet shortly after the failure of the Geneva Con-
ference. His remarks were of exceptional interest
owing to his earnest labors in the cause of disarma-
ment and to his position as one of the chief British
negotiators at Geneva. “No resignation,” said Vis-
count Cecil, “is an isolated act. It is usually related
to a string of events of which it is the culmination.
I shall therefore touch briefly upon what led up to
it.” Lord Cecil recalled the proceedings at the first
League Assembly and launched a fiery attack on the
British Admiralty. He declared that the Admir-
alty’s representatives scarcely concealed their in-
difference, if not hostility, to the work of the League
Disarmament Commission and said that as a result
of their interference and influence he was continu-
ally called upon at Geneva as the British represen-
tative to defend positions he considered indefensible.
He declared that Mr. Bridgeman agreed with him at
Geneva, but that the section of the Baldwin Minis-
try headed by Winston Churchill preferred the fail-
ure of the Geneva Conference to any acknowledg-
ment by Great Britain of “the principle of mathe-
matical parity of naval strength” with the United
States. Lord Cecil revealed that he had threatened
to resign unless the Cabinet compromised on the
American demand for eight-inch guns on cruisers.
He considered the “American attitude on this mat-
ter entirely wrong and the reasons for it unconvine-
ing,” but it seemed to him “madness to allow the
proceedings to break down at such a point.” The
Cabinet, however, persisted in its refusal to compro-
mise on this question and thus, Lord Cecil declared,
caused the Conference to fail. “What was I then to
do?” he asked. “If T had remained in office I would
not only have taken responsibility for this decision,
but defended it.”

Lord Balfour replied to these remarks for the
Government. Expressing regret that he should be
‘orced to criticize Viscount Cecil, he said he could not
yet see why the former Minister was unable to work
within the Cabinet, unless he allowed the differences
of opinion expressed by independent minds to accu-
mulate in their effect “until the noble Lord’s temper
gave way.” Speaking as a negotiator of the Wash-
ington agreement, Lord Balfour minimized the
breakdown of the Geneva Conference and declared
that his view was that the parley was not ended, but
merely interrupted. He defended the Admiralty’s
proposals at Geneva as “so closely allied to the
avowed object of President Coolidge that they
thought they would be welcomed and accepted with-
out difficulty.”

Additional point was given to these ministerial
declarations by the widespread observance of Armis-
tice Day throughout the British Empire and by a
very general concurrent demand for disarmament
voiced in British journals. A symposium of London
newspapers of Nov. 12 showed what was declared to
be “a striking unanimity in favor of radical disarma-
ment.” Perhaps the most searching review of the
question was made by the highly influential “Man-
chester Guardian” on Nov. 12. After citing the
favorable pronouncements of the previous week by

Major Hills, Lord Rothermere, Lloyd George, Lord
Robert Cecil, Earl Grey and Sir William Robertson,
the “Guardian” said in a leading article: “It may
be an outraged sense of economy [in naval expendi-
ture] or the breakdown of the Naval Conference, or
Lord Cecil’s resignation, or the ominous first steps
in ruinous competition of armament building with
America—whatever the reason, there is abundant
evidence of a growing conviction that adherence to
the narrow old-fashioned policy of naval defense
would be one of the costliest and most disastrous
blunders this country could make.”

An acrimonious discussion of the serious unem-
ployment and continuing depression in the British
coal industry caused wild disorders in-the British
House of Commons Wednesday, resulting in several
temporary adjournments of the Parliamentary ses-
sion. The disorders arose after former Premier
Ramsay MacDonald had demanded a vote of censure
of the Baldwin Government for its neglect of the
unemployment situation. Mr. MacDonald’s resolu-
tion called attention to the growing difficulties in
the coal industry and increasing distress and unem-
ployment among the miners. Immediate construec-
tive action was demanded by the former Labor Pre-
mier to bring about efficient organization of the in-
dustry. Sir Philip Cunliffe-Lister, President of the
Board of Trade, attempted to answer for the Gov-
ernment, but the Laborites howled him down with
loud shouts of “Baldwin!” “The Prime Minister:”
“We want a responsible Minister!” The Speaker
of the House attempted to restore order and re-
marked that he was under the impression that the
proponents of the censure motion wanted a reply.
But the Laborites merely responded with a reitera-
tion of their demand for a “responsible Minister.”
The Speaker thereupon suspended the sitting for a
few hours. When the session reopened the scenes
were repeated, Government and Opposition ranks
facing each other angrily. The situation was saved
by a Labor member who turned the excitement into
laughter by taking a mock vote on the motion of cen-
sure. The Labor Opposition succeeded in getting Pre-
mier Baldwin to talk before the House of Commons
Thursday, but his remarks, according to an Asso-
ciated Press dispatch, were by no means satisfac-
tory to the Laborites. Mr. MacDonald drew a reply
from the Premier by asking if he would not take
an early opportunity to make a statement on the
general intentions of the Government in regard to
the coal and unemployment questions. Mr., Bald-
win answered that the Government’s position would
have been fully explained at the previous session by
the President of the Board of Trade if it had not
been for the “unfortunate incident” that silenced
him. Under the circumstances,Mr. Baldwin said, he
could not promise to afford any opportunity for fur-
ther Parliamentary discussions. Mr. MacDonald
countered with a formal notice that he would ask
the House to name a day to discuss the action of
the Government and the responsibility of the Prime
Minister in this connection.

A temporary decree restoring normal tariff con-
ditions on French imports of American merchandise
was published in the Paris Journal Officiel, Wed-
nesday, President Doumergue having affixed his
signature on the previous Saturday. The decree be-
comes operative Nov. 21 and is to continue in ef-
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fect until such a time as a permanent commercial

treaty is signed between France and the United
States. By means of it, America, according to a
special dispatch to the New York “Times,” will be
accorded most-favored-nation treatment on 471 items
out of a total of 900 enumerated in the document.
French officials made clear, however, that a decree
of this character can be revoked at any time, pro-
vided that France feels there is sufficient justifica-
tion. Coincident with the publication of the decree,
the French Foreign Office presented the American
Embassy with the tenth note of the protracted dis-
cussions regarding the mnew tariff rates which
France suddenly applied on Sept. 6 after the con-
clusion of a commercial accord with Germany. This
note was said, however, to be only in the nature of
a formal notification of the restoration of the old
rates in so far as the Franco-German accord made
it possible to restore them. The decree was under-
stood, dispatches said, to leave open several knotty
problems for the consideration of the American
Commercial Attache’s office. One relates to the
most popular brand of tractors made in the United
States, the Franco-German accord having been so
framed as practically to exclude their importation.
In addition France was said to be expecting the
removal, or at least the substantial reduction, of
the countervailing duties automatically established
on imports of French merchandise in the United
States. The promulgation of the new French decree
was called by Maurice Bokanowski, French Min-
ister of Commerce, a “happy termination” of the
Franco-American tariff controversy.

A definite linking of the political and military

concerns of France and Yugoslavia occurred Nov.
11, when Foreign Ministers Briand, of France, and
Marinkovitch, of Yugoslavia, affixed their signa-
tures to a treaty of co-operation and mutual defense.
The ninth anniversary of Armistice Day was chosen
by the signatories as a fitting occasion for placing
the final seals on the new treaty, which completes
the I'rench system of alliances. The French bloc
now includes Belgium, Poland, Czechoslovakia, Ru-
mania, and Yugoslavia. According to Edwin L.
James, Paris correspondent of the New York
“Times,” the treaty signed on Nov. 11 engages
Trance and Yugoslavia:

Tirst, not to make war on each other, with the exception
noted of their duties as members of the League of Nations.

Second, to examine together all questions threatening
their security or disturbing the status quo as fixed by the
peace treaties.

Third, in case of attack against either of them, the two

nations pledge themselves to act conjointly to safeguard
their interests.

Fourth, they fix a ten-year limit to the treaty and engage
themselves to work together for the solution of all Buropean
problems. .

A separate act is said to provide for the arbitll'a-‘

tion of all issues arising between the two countries
which are not settled by ordinary diplomatic
methods. Both France and Yugoslavia were said
to contend that no alliance in the old sense of the
word is intended in the new treaty, which is directed
against no third power. M. Briand, when affixing
his signature, expressed the hope that the treaty
would “become the basis of a new Locarno in South-
ern Burope.”

In Rome, however, the new Franco-Yugoslav ac-
cord caused considerable chargin and resentment.
Italian circles were said, in a Rome dispatch of Nov.

12 to the New York “Times,” to consider its conclus-
ion at this time as a blow aimed directly at Italy. It
was pointed out that Italy and Yugoslavia have
just had a violent quarrel, culminating first in the
notorious Treaty of Tirana with Albania, whereby
Italy assumed guardianship over the tiny State
across the Adriatic, and secondly, in the Italian de-
nunciation of alleged Yugoslav schemes to foment
a revolution in Albania. France, it was said,
could not enter into any treaty of friendship with
Yugoslavia at this time without laying herself open
to Italian accusations of backing Yugoslavia against
Italy. The latent irritation in Rome took more
definite shape Wednesday, when attempts were made
at hostile demonstrations against the Yugoslav
Legation and the French Embassy. University
students started the demonstrations, which were
said to be interesting chiefly as showing the state
of mind created in Italy by the Franco-Yugoslav
step. The Fascist police promptly dispersed the
mob and orders were issued by the Government to
prevent a repetition of the incident. On the other
hand, it was stated in a Rome dispatch of Thursday
to the New York “Evening Post,” that partisans of
M. Briand’s projected three-power pact—France,
Ttaly and Yugoslavia—have increased in Italy, with
newspaper comment discreetly favorable.

The suppression of universal suffrage in Italy was
proposed Nov. 11 as one measure of Parliamentary
reform at a meeting of the Fascista Grand Council
over which Premier Mussolini presided. The new
plan was said to restrict the vote to those who, be-
cause they belong to one of the Fascista guilds, or
to certain other categories of producers, are con-
sidered to be active contributors to the advancement
of the nation. Only one ticket is to be presented
to these voters, this ticket to be representative of
the Fascista Party, combined with the thirteen
great Fascista guilds, or corporations, into which
the country is divided and which include both capital
and labor. According to the new scheme, the
Fascista corporations will designate a certain num-
ber of candidates, mostly technical men well fitted
to speak for the particular art, craft or profession
they represent. Their names will then be submitted
to the Fascista Grand Council, which is empowered
to eliminate any candidate whose IFascista fervor
or technical capacities do not measure up to the
standards required for representing the nation in
Parliament. To the list thus expurgated the Grand
Council will then add the names of a certain number
of its own candidates, who will represent mostly
the political interests of the Fascista Party. Then
the list will be submitted to the electorate, which
will have no other party one to choose from. The
Grand Council at the same time proposed a reduction
in the total number of Deputies from 560 to 400
The composition of the Senate and the method of
nominating Senators is left unaltered by the pro-
posals. They will continue to be appointed by the
King on the Government’s designation. A bill in-
corporating the changed principles is to be framed
by the Minister of Justice and submitted to the
Grand Council at its next session.

The objects of the proposed reforms were made
clear in the preamble to the Grand Council’s resolu-
tions, which stated: “Any system of national repre-
sentation must be based on the de facto situation ex-
isting in Italy, namely, the abolition of all political
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parties contrary to Fascismo, the existence of only
one political party which acts as the organ of the
Fascista regime, and the juridical recognition of
the nation’s great productive economic organizations
which are the basis of the Fascista syndicalist cor-
porative State. The Fascistization of these svnli-
calist organizations, owing to the short period of
time elapsed since their foundation is not sufficient,
however, to permit them to assume the political
functions of the Ifascista Party by taking over the
task of representing the nation in Parliament. 1%
is possible for the present to permit them to proceed
only one step along this road.” It was remarked
in a Rome dispatch of Nov. 11 to the New York
“Times” that the system would appear to be an
oligarchy with the Grand Council holding all power.
“When it is remembered,” the dispatch added, “that
Premier Mussolini himself nominates the Grand
Council, it is seen that he has all the strings in his
hands.”

Apprehension over Polish intentions has again
become widespread in Soviet Russia, according to
a special dispatch of Nov. 13 from Walter Dnrant.\"‘
Moscow correspondent of the New York “Times.”
Not, it was said, that the Russians fear direct ag-
gression, but because they are convinced thai
Premier Pilsudski has plans for the absorption of
Lithuania which are on the eve of execution. Re-
ports from Poland were cited in the dispatch as in-
dicating “ominous military preparations.” These
reports allege further that the Polish munitions
factories were virtually idle last Spring, with theix
shares almost without sale on the Warsaw Bourse.
whereas now they are working in double shifts, with
their shares selling above par. News from Dantzic
was said to be of similar purport, with arrivals re-
ported of a stream of cargoes of military equipment
and airplanes. The Polish plans were considered in
Moscow to be either to provoke a revolution in Lithu-
ania in which the revolutionaries would appeal for
the aid of Poland and an invasion would follow with-
out more ado, or, if that proves impossible, to provoke
some sort of anti-Government movement near the
Polish frontier where the citizens of Polish blood,
declaring their lives in danger, would appeal to
Poland for protection, and the result would like-
wite be a military invasion. Publication of the dis-
patch on Monday evoked a sweeping denial of any
aggressive intentions on the part of the Warsaw
rovernment from the Polish Minister in Washing-
ton. “The Polish Government,” the statement said,
“is energetically pursuing the peaceful work of in-
ternal reconstruction and stabilization of Poland’s
economics and finances and it will not be deterred
from its hitherto successful activity by any pro-
vocative and unfounded statements.”

The end of the Opposition Party within the Soviet
Regime was predicted with considerable assurance
in a Moscow dispatch of Nov. 15 to the New York
“Times.” The long struggle between the more mod-
erate group, headed by Joseph Stalin, and the Oppo-
sition group, headed by the fiery and drastic Leon
Trotsky, was said to have eventuated in the Waterloo

of the Opposition. Several statements by Soviet
leaders in the official Pravda were cited as indicat-
ing that the strong-arm methods of the dominant
faction will silence the Opposition. Stalin asserted
that the Ogpu would not be dissolved, but would
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be retained as the “Soviet’s punitive arm,” while
Bukharin indicated that the hostile attitude of the
Bolshevist Administration toward the insurgent
leaders, Trotsky and Zinovieff, would remain firm
and unbending. “The dictatorship of the proletariat
is impossible,” M. Bukharin said, “unless the Soviet
power remains one and indivisible. In attempting
to divide the party or to form a second party,
Trotsky and Zinovieff fatally became the center of
attraction in all the anti-Soviet forces. That is the
fact of the case—mo matter what they thought
about their Marxist duty or historical mission.”
Moreover, M. Bukharin’s verdict was said to be sup-
ported by 99.3% of the votes of the party members
consulted on the subject throughout Russia. Most
of these members, incidentally, addressed resolu-
tions to the Central Committee roundly condemning
the Opposition leaders. It was pointed out that the
whole affair will have the effect of giving the “Left”
the appearance of dictating Soviet policies, if only
to refute the Opposition charge that the Adminis-
tration was “swinging in the direction of the Petit
Jourgeoisie.”

The movement in Rumania for the return of former
Crown Prince Carol, at present an exile in Paris,
seems to have made a substantial gain through the
acquittal on Tuesday by a court-martial of Mihail
Manoilescu, former Under-Secretary of Finance, on
a charge of Carolist plotting. When the trial opened
on Nov. 11, it was generally thought that the Govern-
ment of Premier Bratianu would rapidly prove M.
Manoilescu guilty of conspiring against the Dynastic
law of January 1926. The former Under-Secretary
was arrested late in October while carrying letters in
which Carol appealed for a referendum on his own
return to his country. At the trial, however, M.
Manoilescu protested that the former Crown Prince
did not seek the throne he had renounced, but only
membership in the regency. “The Prince is too loyal
and decent to think of dethroning his own son,”
he declared. Characterizing the present Govern-
ment as a disaster to Rumania, M. Manoilescu de-
clared that the country is in ‘“a state of political
abnormality without issue or hope,” for which “the
only solution is the return of Carol through the joint
action of opposition leaders and persistent moral
pressure on the country.” He insisted that it was
impossible to attribute to himself any intentions
other than those entertained by Carol, and therefore
that there never was any question in his mind of
changing either the King or the Constitution as
charged against him. M. Manoilescu also denied
that there was any deep and unsolved mystery be-
hind Carol’s voluntary renunciation of the throne.
This was due, he said, to a question of dignity and -
was totally unconnected with stories circulated about
the Prince’s private life The defense was conducted
by the Opposition leader, General Averescu.

The government, meanwhile, added to the rigor
of the censorship. Bucharest newspapers were des-
cribed in an Associated Press dispatch of Nov. 13 as
“appearing with great gaping white spaces, reminis-
cent of war days.” The government also prohibited
a gathering of the National Peasants Party at Alba
Julia unless it should agree that the dynastic question
be avoided there. M. Manoilescu, when acquitted,
said “This is the beginning of a new era of liberty
in Rumania.” Immediately after the close of the
trial, nine Independent and Opposition newspapers
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joined in a vigorous demand upon the government for
abolition of the censorship. It is a sad delusion for
the government, the protesting papers declared, to
think it can impose peace upon the country by mea=s
of censorship. A cabinet meeting also was held after
the close of the trial, and a communication issued
which declared: “In placing M. Manoilescu on trial
the gevernment felt it was desirable to make an
example of the first attempt to upset public security
and thus discourage further dangerous attempts.
The court martial, disregarding these eventual con-
sequences, did not think it necessary to apply the
full vigor of the law. It will, however, soon be seen
from the conduct of those whose machinations im-
peril the future of the State whether this leniency was
justified. The fact that the trial did not end in con-
viction will not deter the government from enforeing
the law against any one attempting to disturb public
order or threatening the State’s security.” The
fact is, an Associated Press dispatch of Nov. 15 said,
that the trial has broken wide open again the trouble-
some question of the claims of Carol to the throne.
“More than that, it has made Carol and M. Manoil-
escu heroes in the eyes of many impressionable and
-sentimental Rumanians.”

It was apparent, nevertheless, that the exceed-
ingly firm hold of the Bratianu government on Ru-
mania was not substantially affected by the Carolist
agitation. The Rumanian Senate on Nov. 14 passed
a bill increasing the penalties for any attempt to
interfere with the Constitution as created in 1926.
On the following day the National Security bill, giv-
ing the government power to fine and imprison
anyone who by word or deed seeks to overthrow the
throne or government, passed the Chamber and was
sent to the Senate.

A decision of some importance, relating to the new
Mexican petroleum laws, was handed down by the
Mexican Supreme Court Thursday and was generally
interpreted as favorable to the appellant, the Mexican
Petroleum Company, which is a subsidiary of the
Pan American Petroleum Co., an American corpor-
ation. The case was the first to come before the highest
Mexican tribunal in which the question of the con-
stitutionality of the Petroleum law, promulgated
under Article XXVII of the Constitution, was raised.
The effect of the Court’s ruling, dispatches said, was
to declare unconstitutional the important Articles
XIV and XV of the new law so far as the suit of the
Mexican Petroleum Company was cencerned. Arti-
cle XIV in effect, substitutes fifty-year concessions
for oil land titles acquired before 1917. Article XV
declares forfeited those titles to oil lands for which
no applications for confirmatory concessions have
been made within one year from the going into
effect of the new law, which came into force at the
first of this year. The decision, an Associated Press
dispatch from Mexico City said, is not one declaring
the entire Petroleum law constitutional or uncon-
stitutional. Furthermore, the two sections declared
unconstitutional in this suit are not declared uncon-
stitutional for all purposes, but only as they apply
to this case. Thus the court’s decision does not
once and for all answer the question as to whether
the new oil law is constitutional, but those well
informed think that it is an entering wedge for a
series of similar decisions, which, if made, would
remove the features of the law which have been most
objectionable to foreign interests. It was pointed

out in Washington that four similar decisions by the
court will be necessary before the petroleum law
becomes unconstitutional, as five decisions by the
Supreme Court on the same question are required in
order to put an act of the Mexican Congress oufside
the constitution. Should the present decision be
followed by enough similar decisions, a Washington
dispatch of Thursday (Associated Press) said, it
would result in a legal defeat for the Mexican Govern-
ment, in its own courts in the effort to give retro-
active application to the nationalization of natural
resources provisioas of Article XXVII of the Con-
stitution. It was indicated in Mexico City that
the Supreme Court would go into vacation in a few
days and that no further decisions in similar cases
might be expected immediately.

An attempt to assassinate General Alvaro Obregon,
former President of Mexico, and a candidate for
re-clection to that office, was made in Mexico City
last Sunday morning. Several bombs were thrown
by the assailants at the car of the former President
as he was riding through the gardens of Chapultepec
Castle. One of these exploded inside the car,
wrecking it and wounding General Obregon very
slightly in the face. The General joked about the
matter shortly afterwards as he attended a bull fight.
His assailants were pursued by another car in which
friends of General Obregon were riding. Two of
them were caught after an exchange of numerous
pistol shots.

Reports, seeping across the border into Texas in-
dicate, meanwhile, that Obregon may possibly have
at least one rival for the office of President of Mexico
in the elections which will be held next summer. A
San Antonio dispatch of November 12 to the New
York Times said that Luis Morones, leader of the
Mexican Labor Party and Secretary of Industry,
Commerce and Labor, will be a candidate, according
to late arrivals from the Mexican capital. The
selection of Morones to oppose former President
Obregon was said to be due to a fear on the part of
Mexican politicians that Obregon’s declaration in
which he stated that when elected he would carry out
the policies of President Calles, had injured Obregon
in the United States. Moreover, there was said
to be a growing sentiment against the re-election of
Obregon among the Agrarians, who saw in the
growth of the Obregon properties in the State of
Sonora a return to the feudal system of the Porfirio
Diaz regime.

The National Bank of Belgium on Nov. 16 reduced
its discount rate from 5%, to 414%. This the fourth
reduction of the year by this Bank. On Jan. 12
the rate was marked down from 79% to 61459, on
Feb. 9 to 6%, on April 27 to 5149 and on June 22
to 59%. Other than this official discount rates at
leading European centres have undergone no change
during the week. They remain at 7% in Germany
and Italy; 6149 in Austria; 5% in Paris, Denmark,
Norway, and Madrid; 4149, in London and Holland;
49, in Sweden and 3149, in Switzerland. In Lon-
don open market discounts continue at 4349, for
short bills, the same as on Friday of last week, and
at 4 5-16@4349% for long bills, the same as a week
ago. Money on call in London on Tuesday was
37%%, but gradually declined thereafter and yester-
day was 3149 against 3149 on Friday of last week.
At Paris the open market discount rate has advanced
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from 234 to 2749, but in Switzerland has remained
unchanged at 3 7-169%.

The Bank of England in its statement for the
week ending Nov. 17 showed a loss in gold of £40,065.
There was, however, expansion in the reserve of gold
notes in the banking department of £682,000, the
result of contraction in note circulation of £722,000,
while the proportion of reserve to liabilities rose to
31.359, from 31.139, last week and 28.489%, last
year. There was a decline of £1,814,000 in public
deposits but other deposits gained £3,245,000.
Loans on Government securities increased slightly
(£25,000) and loans on other securities increased
£768,000. Gold holdings now total £151,596,982 as
compared with £152,999,634 in 1926 and £147, 680,-
115 in 1925. Reserve aggregate £36,140,000. This
compares with £34,640,634 and £26,227,465 in
1926 and 1925 respectively. The total of notes in
circulation stands at £135,206,000 as against £138,-
109,000 last year and £141,202,550 in 1925. The
Bauk’s official discount rate remains the same (414%).
Below we furnish comparisons of the various items of
the Bank of England returns for five years.

BANK OF ENGLAND'S COMPARATIVE STATEMENT.

1927.
Nov. 16.
£

1926. 1925. 1924, 1923.
Nov. 17. Noe. 18, Nov. 19. Nov, 21.
£ £ £ £

Circulation.b...... 135,206,000 138,109,000 141,202,550 122,235,025 123,869,000
Public deposits 16,508,000 20,482,486 15,149,961 18,977,557 17,236,346
Other deposits 98,713,000 100,217,687 106,631,663 107,063,146 106,232,174
Governm't securitles 41,336,000 34,407,539 40,247,794 41,768,443 43,438,506
Other securities. ... 55,621,000 69,422,801 73,061,558 75,994,814 74,143,346
Reserve notes & coin 36,140,000 34,640,634 26,227,465 26,012,338 23,647,336
Coln and bullion.a_151,596,982 152,099,634 147,680,115 128,407,363 127,766,336
Proportion of reserve

to liabilities 31.35% 28.48% 21%% 2054 % 194 %

4% % 5% 4% 4% 4%

a Includes, beginning with April 20 1925, £27,000,000 gold coln and bulllon
previously held as security for currency notes Issued and which was transferred to the
Bank of England on the British Government's declslon to return to gold standard.

b Beginning with the statement for April 29 1925 Includes £27,000,000 of Bank
of England notes issued In return for the same amount of gold coin and bullion
held up to that time In redemption account of currency note lssue.

The Bank of France in its statement as of Nov. 16
showed a decrease in note circulation of 465,704,000
francs, leaving the total of this item 54,399,204,190
francs. This compares with 54,064,188,750 francs in
1926 and 47,943,223,555 franes in 1925. Gold
holdings remained unchanged, the total now being
5,644,829,327 francs at home and abroad as com-
pared with 5,548,797,096 francs and 5,547,625,925
franes in 1926 and 1925 respectively. The State
repaid 500,000,000 francs to the Bank reducing its
total indebtedness to 24,850,000,000 francs. Changes
in other items of the Bank’s report were: Silver hold-
ings increased 4,000 francs; general deposits 66,388,-
000 francs. Bills discounted decreased 95,723,000
francs, treasury deposits 17,342,000 francs and trade
advances 32,037,000 francs. Divers assets rose to
24,489,303,000, an increase of 30,488,000 francs over
last week. A comparison of the various items for the

last 3 years is shown below.

BANK OF FRANCE'S COMPARATIVE STATEMENT,

Chi Status as of-
Jor Week. Nov. 16 1927. Nov. 17 1926. Nov. 18 1925.
Francs. Francs. Francs. Franes.
Unchanged 3,680,508,414 3,684,476,188 3,683,305,017
Unchanged 462,771,478\ 1,864,320,907 1,864,320,907
Unchanged 1,401,549,425

Gold Holdings—

Abroad avallable. .
Abroad non-avail.

Unchanged
4,000

5,5644,829,327 5,548,797,096

342,941,133 339,064,506
Billsdiscounted...Dec. 95,723,000 2,274,679,956 4,259,752,453 3,392,767,524
Trade advances...Dec. 32,037,000 1,732,758,726 2,168,820,080 2,633,337,821
Note circulation. .Dec. 465,704,000 54,399,204,190 54,064,188,750 47,043,223,555
Treasury deposits.Dec. 17,342,000 28,045,434 30,703,931 30,302,708
General deposits..Inc. 66,388,000 10,450,107,381 3,740,611,442 2,484,009,730
Advances to State.Dec. 500,000,000 24,850,000,000 35,850,000,000 31,100,000,000
Divers assets. . 30,488,000 24,489,303,000 4,866,497,808 1,241,328,503

5,547,625,925
312,263,016

Steadiness and ease featured the New York money
market the past week. This,in the face of exception-
ally heavy mid-month Government and corporation
settlements, was regarded as significant of the existing
situation. Funds were reported in plentiful supply
in the call money department on all trading days.
The rate for demand funds was maintained through-
out at 314% on the Stock Exchange, while in the
outside market overflow funds were offered at 4%
concession Tuesday and Thursday. No heavy
calling of loans by the banks was reported. Brokers’
loans against stock and bond collateral, as given
by the Federal Reserve Board, for the fifty-two
New York reporting member banks, again showed
a very heavy increase over the previous week in
Thursday’s statement. The increase amounted to
$71,586,000, carrying the total of such loans to a new
high record. The upward march of brokers’ loans
has been virtually uninterrupted throughout the
present calendar year and increasing concern is ex-
pressed over the magnitude of the total.

Dealing in detail with the rates from day to day,
the story as to call loan rates is the same as last week,
namely that all transactions on each and every day

were at 3149, including renewal. Rates for time
loans on Stock Exchange collateral have remained

virtually unchanged though some brokers yesterday
quoted rates for 90 days and longer somewhat lower.
Quotations are 334@374% for 30 days, 4@414% for
60 days, 414@424% for 90 days with some brokers
yesterday making the range 4@414% and 414@
4149 for all other periods from four to six months.
Some choice commercial paper has sold this week at
334. Prevailing rates for four to six months’ names
of choice character are 33{/@49,. For names less
well known the quotation is 414%. For New Eng-
land mill paper the range is still 4@4149%,.

In the market for banks, and bankers’ acceptances
the posted rate of the American Acceptance Coun-
cil for call loans against acceptances has again re-
mained unchanged throughout the week at 314%.
Nor has the Council made any change in the rates
for acceptances, the posted quotations on prime
bankers’ acceptances eligible for purchase by the
Federal Reserve banks remaining at 3149, bid and
39% asked for bills running 30 days; 3149, bid and
314% asked for bills running 60 days; 3349 bid and
314 9% asked for 90 days; 3159, bid and 3349, asked for
120 days, and 324% bid and 3149, asked for 150 and
180 days. Open market rates also remain unchanged

as follows:

SBPOT DELIVERY.

—180 Days— —150 88— ~—120 Days—
Bid.  Asked. B(d. :yma Bid. Asked.
3% 3% 3% 3% 33 3%

-—90 Dav;.kj’— —mgo Dayg—— ——30 Dar:;;

. . 8

Prime eligible bills 34 3 A”k‘od g‘}di

FOR DELIVERY WITHIN THIRTY DAYS.
banks. ...
Eligible non-member banks.

Prime eligible bills

There have been no changes this week in Federa!
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 FEDERAL RESERVE BANKS ON ALL CLASSES
AND MATURITIES OF ELIGIBLE PAPER.

Rate ¢n Effect Dates
on Nov. 18, Established.
Aug. b 1027
Aug. & 7
Sept. 8
Aug, 6
Aux. 16
Aug. 13
Bep:. 7
Aug. 4
Sept. 1
July 29

o 1
Bem 10 1927

Federal Reserve Bank.

R 314
314 -

L

903 69 69 63 69 63 69 0
RERRER R R RS

B gg
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Sterling exchange continues remarkably firm.
This week it touched another new high since 1914,
when on Wednesday cable transfers sold at
4,87 11-16. The range for the week was from 4.867%
to 4.87 9-16 for bankers sight, and from 4.87 11-32
to 4.87 11-16 for cable transfers. The demand for
exchange on London dropped off on Thursday with
the result that there was a fairly sharp reaction from
the high mark of Wednesday. Nevertheless the
major part of Thursday’s transactions were concluded
around 4.87 3-16 for bankers sight and 4.8714 for
cable transfers. The unseasonal rise in sterling has
convinced many authorities that official measures are
being taken to place sterling at a point that will
minimize further loss of gold by the Bank of England.
It is not believed possible that England would lose
gold to the United States, but the exchanges of
Holland, Belgium, Germany and Sweden, are all
above dollar parity, and unless sterling were to sell
high, there would be a strong probability of a gold
movement to these countries, none of which are over
anxious to add to their gold holdings. In fact, the
action of central bank authorities and official state-
ments frequently made in the past few months indi-
cate that banking opinion quite generally favors a
strengthening of the position of the Bank of Eng-
land, on the conviction that a firm sterling market
is favorable to the exchanges of all countries. The
Bank of England and other central bank authorities
look with favor upon the purchase of gold by central
banks in the London open market, but not to a
transfer of gold arising from purely exchange opera-
tions. The steady, if unseasonable, rise in sterling

has caused the New York bankers to compute exactly

the point at which it would be profitable to ship gold
instead of buying exchange. Some time ago the
shipping point was estimated to be around 4.88-
4.8814. These points are now considered too low.
With the present levels of interest, freight, and
insurance rates, gold could hardly move from New
York unless sterling were to reach 4.8914, which is
about 134 cents above present ruling quotations.
However, since gold shipments are looked upon with
considerable favor by the steamship lines, it is not
improbable that some special concessions might be
made in freight charges which might lower the prof-
itable shipping point to perhaps 4.89.

The Bank of England in its return for the week
ended Wednesday night reported a loss of £40,065
in its gold holdings. On Tuesday the Bank of Eng-
Jand exported £10,000 in sovereigns to Germany.
On Wednesday the Bank sold £7,000 in gold bars
and exported £7,000 in sovereigns to Egypt. On
Thursday the Bank exported £5,000 in sovereigns
to Spain. Yesterday the Bank sold £16,000 in gold
bars to an unnamed buyer. London advices state
that the “unnamed buyer” of the open market gold
during the past few weeks is believed to be the Bank
of Belgium. At the Port of New York the gold move-
ment for the week ended Nov. 16, as reported by the
Federal Reserve Bank, consisted of imports of $221,-
000, chiefly from Latin America, and of exports of
$11,315,000, of which $11,000,000 went to Brazil,
making a total shipment to Brazil in the past two
weeks of approximately $22,000,000; $180,000 was
sent to Java, and $135,000 was sent to Mexico. The
Federal Reserve Bank compilation does not include
$3,000,000 of gold which was sent to Canada by the
New York agency of the Canadian Bank of Com-
merce. Canadian exchange contiues at a premium,

the prevailing quotation this week having been 11-64
of 19, premium.

Referring to day-to-day rates, sterling last Satur-
day displayed firmness. The range was 4.8674 @
4.871% for bankers sight and 4.8734@4.87 14 for cable
transfers. * On Monday the market was 1rregu1ar
Demand ranged from 4.86 15-16 to 4.87 b- 32, and
cable transfers were 4.87 13- -32@4.87 17-32._ On
Tuesday bankers sight ranged from 4.86 15-16 to
4.87 3-32, and cable transfers from 4.87 11-32 to
4.87 15-32. On Wednesday the marketfwas firm
with sterling in demand. The range was 4. 87@
4.87 9-16 for bankers sight, and 4.8734@4.87 11-16
for cable transfers. On Thursday there was a reac-
tion and sterling sold down slightly. The range was
4.8714@4.87}4 for bankers sight and 4.8716@4.873%
for cable transfers ~ On Frlday the range y was 4.87 1-16
@4.8714 for bankers 51ght and 4. 87 7-16@4.87 14
for cable transfers.
were 4.8714 for “demand and 4.87 / for cable trans-
fers. Commerclal 81ght bills finished at 4.867%, 60-
day bills at 4.83; 90-day bills at 4.81 5-16, documents
for payment (60 days) at 4.83, and seven-day grain
bills at 4.8634. Cotton and grain for payment closed
at 4.8675%.

The Continental exchanges show firmness, largely
in sympathy with the rate for sterling exchange.
French francs finished this week at 3.927% for bankers
sight, in comparison with 3.923% last week. The
Bank of France current statement shows sundry
assets at 24,489,303,000 francs, an increase over last
week of 30,488,000 francs. Interest attaches to this
item, as it embraces the foreign exchange holdings
of the Bank of France, which are its principal means
of maintaining the franc at present quotations.
There is no news of importance regarding French
affairs which has any bearing on exchange. The
Belgian currency is practically stabilized around
13.9314, although quoted fractionally firmer this
week, a sympathetic reflex of the sterling market.
It is revealed that the Bank of Belgium figures as
the “unnamed buyer” of gold in the London open
market during the past several weeks. This is not
to say that some other central bank might not also
figure in that category, but it is clear that the
Belgians have been taking open market gold. The
Bank of Belgium gold holdings have increased from
3,223,437,043 francs on June 30 to 3,418,917,369
francs as of Oct. 27. Money rates have become quite
comfortable in Brussels with the result that the Bank
of Belgium reduced its rediscount rate on November
16 from 59 to 4149%.

German marks have recovered from the shock
received by the publication of the memorandum of
the Agent General for Reparations questioning
the financial operations of the Reich. It is be-
lieved that State and municipal loans to Germany
will tend to drop off as a consequence of the Agent
General’s comments, but it is quite improbable
that there will be any material reduction in pri-
vate loans to industry. Marks are in demand,
largely for these financing operations. The money
situation is slightly better than in several weeks,
with the result that there is less talk of an increase in
the rediscount rate of the Reichsbank. In fact,
Berlin dispatches are more positive in asserting that
there will be no further increase in the Reichsbank’s
rate. German trade is holding up very well, which
is a factor favoring mark exchange. The iron and
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steel output is at the year’s highest point. Italian
exchange presents no new features of interest. The
lira continues to fluctuate very narrowly within the
de facto stabilizatien point of 89-90 to the pound,
or around 5.44 cents. The Bank of Poland acquired
$15,000,000 in gold in New York from the proceeds
of the recent stabilization loan. The metal will be
shipped sometime during this month and will be
added te the Bank of Poland’s gold reserve.

The London check rate on Paris closed at 124.03
on Friday of this week, against 124.05 on Friday of
last week. In New York sight bills on the French
centre finished at 3.9274, against 3.925% a week ago;
cable transfers at 3.931%, against 3.927%, and com-
mereial sight bills at 3.9224, against 3.9224. Ant-
werp belgas finished at 13.9414 for checks and at
13.9514 for cable transfers, as against 13.931%4 and
13.9414 on Friday of last week. Final quotations for
Berlin marks were 23.8614 for checks and 23.871%
for cable tramsfers, in comparison with 23.84 and
23.85 a week earlier. Italian lire closed at 5.433%
for bankers’ sight bills and at 5.437% for cable trans-
fers, as against 5.43 and 5.4314 last week. Austrian
schillings have not been changed from 141g. Ex-
change on Czechoslovakia finished at 2.961%, against
2.9614t; on Bucharest at 0.62, against 0.61; on Poland
at 11.15 against 11.20, and on Finland at 2.52,
against 2.52. Greek exchange closed at 1.33 for

checks and at 1.3314 for cable transfers, against
1.3214 and 1.3234 a week ago.

In the exchanges of the countries neutral during the
war, interest this week has centered in Holland
guilders and Norwegian kroner. The guilder rate
ranged from around 40.29 for bankers sight last
Saturday to 40.40 in Thursday’s market. Guilders
sold as high as 40.42 for cable transfers on Thursday.
Guilders are in very light supply and in considerable
demand, which of course is an important factor in
the higher quotations. Gold was shipped from
Holland to New York early this year when the guilder
was quoted around 39.96 for cables. According to
New York bankers a reverse movement of gold
would take place if the guilder quotation were to go
to 40.44. This is, however, a disputed point and
some authorities state that gold could not profitably
be shipped to Holland unless the guilder were quoted
nearer to 40.60, unless there were some competi-
tive reductions by steamship interests to secure
gold consignment. The Scandinavian exchanges
continue strong. There has been strong buying of
Norwegian this week, and the rate moved up in
Wednesday’s trading to 26.63, the highest since 1919.
It is confidently stated in New York that the buying
is from Norwegian sources acquainted with the
probable trend of finance developments in Norway.
The Norwegian Government, it is said, is planning
to refund one of its outstanding loans here. Norwe-
gian industries are seeking money in the New York
market. It is believed that Norway’s re-entrance
into the New York money market is in some way
coincident with plans for the return to the gold
standard. Norway has been preparing for fully a
year for the return to gold and the banking authori-
ties there have frequently announced their favorable
attitude in the matter. The Government’s policy
this year has been largely devoted to stabilizing
business and to inducing liquidation of speculative
holdings of Norwegian currency. It is believed that
its policies in this respect have been althogether
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successful, so that immediate gold resumption seems
quite probable. Spanish pesetas have been under
pressure this week as the result of bear selling, but
the market in New York was rather inactive.

Bankers’ sight on Amsterdam finished on Friday
at 40.37Y4, against 40.33 on Friday of last week;
cable transfers at 40.391%, against 40.35, and com-
mercial sight bills at 40.32, against 40.28. Swiss
francs closed at 19.2814 for bankers’ sight bills, and
at 19.29 for cable transfers, in comparison with
19.2814 and 19.2834 a week earlier. Copenhagen
checks finished at 26.80 and cable transfers at 26.81,
against 26.791% and 26.8014. Checks on Sweden
closed at 26.9214 and cable transfers at 26.931%,
against 26.90 and 26.91, while checks on Norway
fimshed at 26.57, and cable transfers at 26.58,
against 26.40 and 26.41. Spanish pesetas closed at
17.00 for checks and at 17.01, for cable transfers,
which compares with 17.01 and 17.02 a week
earlier.

The South American exchanges are firm, although
there is only a very light demand in New York for
exchange on either Rio de Janeiro or Buenos Aires.
The outstanding news of the week as far as these
currencies are concerned is the shipment of $11,000,-
000 in gold to Brazil. This, as noted above, makes a
total shipment of $22,000,000 in two weeks. It is
stated in authoritative quarters that Brazil will
draw in all $36,000,000 in gold from New York.
These shipments follow as a result of the recent flota-
tion of the $41,500,000 loan for stabilization and
currency reform. Argentine paper pesos closed
yesterday at 42.69 for checks, as compared with
42.67 last week, and at 42.74 for cable transfers,
against 42.72. Brazilian milreis finished at 11.94
for checks and at 11.95 for cable transfers, against
11.99 and 12.00. Chilean exchange closed at 12.17
for checks and at 12.18 for cable transfers, against
12.17 and 12.18, and Peru at 3.74 for checks
and at 3.75 for cable transfers, against 3.74
and 3.75.

The Far Eastern exchanges continue to show firm-
ness in quotations on the Chinese centers, resulting
largely from the improved prices quoted for silver.
Japanese yen are slightly lower. This week the yen
has sold as low as 45.50 for sight bills, off 30 points
from Saturday’s market. This is a new low for the
year. A recovery to 46 took place yesterday. The
net loss so far this month seems to be about 64
points. The simultaneous rise of the silver units
leads to the suspicion that Chinese bear speculation
has something to do with the lower price of the yen.
Chinese speculators would expect to reap a profit
later, as there would be a heavy demand after the
turn of the year, when Japan begins to meet import
payments which are a major problem in the first
half of the year. Closing quotations for yen checks
yesterday were 45.90@46, against 45.85@4614 on
Friday of last week; Hong Kong closed at 50.00@501%
against 49.95@49 15-16; Shanghai at 63 9-16@63%4,
against 63}4@63%g; Manila at 49 9-16, against
49 9-16; Singapore at 5634@56 9-16 against 5634@
561%; Bombay at 3628, against 36 9-16, and Calcutta
at 3624, against 36 9-16.

Pursuant to the requirements of Section 522 of the
Tariff Act of 1922, the Federal Reserve Bank is now
certifying daily to the Secretary of the Treasury the
buying rate for cable transfers in the different coun-
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We give below a record for the |

tries of the world.
week just past:

FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESE
BANKS TO TREASURY UNDER TARIFF ACT OF 1922,
NOV. 12 TO NOV. 18 1927, INCLUSIVE.

l
Country and metary
Unit.

Noon Buying Rate for Cable Transfers to New York,
Value {n United States Money.

Nov. 17.

Nov. 14. Nov. 15. Nov. 16. Nov. 18.

EUROPE— 3
Austria, schilling. .. _. $.14083
Belgium, belga......| .1395

| 007242
1029626 |

s
.14090
1395 | .
.007225 | .
1029629 | (020631
.2681 12680

SIS SN S S
$.14089 $.14090 !
1394 | .1394 |
007225 | 007260
029630 ‘ 029629 |

s
$.14090
L1394

Czechoslovakla, k
Denmark, krone. .
England, pound
110 g e S
Flnland, markka. . [02518¢
France. franc........| 0304
Germany, relchsmark. | 2386
Greece, drachma
Holland, gullder. ...} .
Hungary, pengo. .

2680 2680

4.8741 4
025190 | .
! .(H‘JS .0393
.2386
.013266
.4040

7

4 4‘4'44 8747

025197
L0393

.8740 .S7 50

025106

1 0393

| 2385
013204

i .4037

Norway, krone.
Poland, zlot "
Portugal, escudo. -
Romanla, leu.

Spaln, peseta.
Sweden, krona
switzerland, fran
Yugoslavia, dinar. ___

ASIA—
‘bina—

J12
L0494
.006185
1702
.2693
1929
017615

006187
1702
2691
1029
017603

006174 | .
1698 1699
2691

.192¢ 1928 1929
017608 017604 .0]4!)()) 017610

6650

{ 6660
6529

6548
6378
6715
5003
4601

4552 4542
4519 4508
3642
4575
5604

1.001526
099375
478000
099000

6627
6485
.6340
6671
4988
4568

6613
.6417

6617
.6488
.6334
L6671
4987
4563

Hankow tael_
Shanghal tael
Tientsin tael A
Hong Kong dollar. | .
Mexican dollar. ...} .
Tientsin or Pelyang|

Japan, yen. 5

Singapore(8.8.)dollar.| .
NORTH AMER.—|

Canada, dollar 001498

Cuba, peso. ... 999344

Mexico, peso AT8833 | .

Newfoundland, dollar.| 999125 , 998875
S8OUTH AMER.— !

Argentina, peso (gold)

Brazll, milrels

Chlle, peso

001512
1999406
33

001401
099375
478000
998750

.001480
999250
480167
998938

001576
099156
479500
.999031

9704
1192
1218
L0361

9703
1193
1218
1.0343

9707
1195
.| 1218

1.0366

0706
1194
1218
1.0358

9700
1194
1218
1.0344

L9704
.1193
1218
1.0361

Owing to a marked disinclination on the part of two
or three leading institutions among the New York
Clearing House banks to keep up compiling the figures
for us, we find ourselves obliged to discontinue the
publication of the table we have been giving for s
many years showing the shipments and receipts of
currency to and from the interior.

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

DAILY CREDIT BALANCES OF NEW YORK FEDERAL RESERVE BANEK
AT CLEARING HOUSE.

‘Wednesd'y,
| Nov 16.

| 123000000’ 1000\)0000 116000000I Cr u.noooooo

No(e.—'l‘he 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 operation of
the Federal Reserve System's par collection scheme. These large credit balances,
however, reflect only a part of the Reserve Bank’s operations with the Clearing
House Institutions, as only the items payable in New York City are represented in
the dally balances. The large volume of checks on institutions located outside of
New York are not accounted for in arriving at these balances, as such ehecks do
not pass through the Clearing House but are deposited with the Federal Reserve
Bank for collection for the account of the local Clearing House banks.

Menday,
Nov. 14,

Twesday,
Nov. 15

Nafurday
Nov. 12,

|
Thursday,
Nov. 17.

Friday.
Noo, 18.

Aggregate
Jor Week,

% 3
79.000,000° 131,000,000" 108, 000 000

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

November 17 1927,

November 20 1926.
Gold. |

Banks of

Silver. | Total. Silver. |  Total.

£
152,999, G'Hl‘ lloz 999,634
147,379,048 13,560,000 160,939,048

80,110, ()()ﬂ ©094,600 81,104,600
104, 126 000/ 26,991, 000 131,117,000{102,263, 00() 26,550,000 128,813,000
20,000/ 3,732,000: 50,661,000 4 000

£ £
151.596.9321 151,596,982,
146,220,324{ 13,917,320 160,137,644

89,236,350 ¢994,600, 90,230,950

England .-
France a. .
Germany bj
Spaln S o

49,667,000
2,254, 0()() 34,420,000, 34 37,115,000
1.197.000 20,943,000 17,253,000
2,511,000 20,968,000 20,626,000
| | 12,826,000 v 12,551,000
’ o 10,777,000, 11,614 0()0, 12,495,000

aly
Netherl ds.
Nat. Belg.
Switzerl'd.
Sweden... ..
Denmark -
NoOrway - -

Total week 610 608,656 52,257,920 602,866,576 629,364,682 52,378,600 681,743,282
Prey. week 639.437.721 52,203,600 691 041.321 628,230,478 52,513,846 680,744,324

a Gold holdlngs of the Bank of France are exclusive of gold held abroad, amounting
the present year to £75,672,836. b Gold holdings of the Bank of Germany are ex-
clusive of gold held abroad, the amount of which the present year is £3,375,800.
c Asof Oct. 7 1024,

8,180,000 8,180,000, 1180,

he Policy of the Comptroller of the Currency
Regarding Bank Calls.

We have seen no comment on the fact that the
Comptroller of the Currency in calling last month
for a report of the condition of the National Banks
as of October 16 departed from the practice inaugu-
rated for the first time in 1926 of having no call
in the interval between June 30 and December 31,
and returned to the former practice ii. that respect,
which latter practice may be said to have been the
custom since time immemorial. Yet in doing this
he took a step in the right direction, unquestionably
from a high sense of public duty, and deserves to be
commended for it. The law as amended by Congress
late in 1922 makes only three calls a year obligatory
upon his part as against the previous requirement
(running back to 1869) of not less than five reports
annually on such dates as the Comptroller might
name in his discretion and good judgment.

Prior to 1869 the Nation Banking Law required re-
ports of condition from the banks on the first Mon-
day of January, April, July and October. The
country was then still in the paper money era. In
1869 it began to be realized that to require returns
at stated dates, known in advance, was not the best
way for ascertaining how the banks were being ad-
ministered and to determine whether they were be-
ing conducted in accordance with sound banking
principles. The law was accordingly changed, and
changed not merely so as to leave it entirely within
the power of the Comptroller to require reports of
condition for some past date, not known in advance
to bank officials, but changed also so as to make it
incumbent upon the Comptroller to issue calls not
less than five times a year instead of the previous
four quarterly calls at prescribed dates named in
the law itself and known of course to the banks them-
selves.

In this early period, the banks, knowing that thev
would have to file returns as of the dates named in
the statute, were able of course to prepare for the
occasion—to indulge in the practice known as “win-
dow dressing”—and thus the reports failed to throw
the needed light upon the way the banks were con-
ducting business in the intervals between the quar-
terly dates, in which intervals they might (and did)
deviate far from sound practice. As a matter of
fact, in the three-month intervals the banks could
do very much as they liked and with no intermediate
condition statements the Comptroller would be none
the wiser even if the banks did indulge in excesses
of one kind or another. In other words, immediately
after the report date had passed, the banks were free
to resume practices objectionable in themselves and
possibly involving a great deal of menace to them:
selves and the entire banking world.

This was back in 1869, as already stated, when
the change to five calls a year was made, at dates
which were never supposed to be known in advance.
The new system worked well and the requirement
of five calls a year was continued until 1922 when
Congress thought it best to reduce the number of
obligatory calls from five to three, but left the
dates still at the eption of the Comptroller, and lef
him free also to increase the number if he thouglt
best. The truth is he possessed the same freedom
of making additional calls when five statements o
vear were required by statute. And during the war
period, when John Skelton Williams was at thwe
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helm in the Comptroller’s office, this privilege of
additional calls was availed of very freely. The
banks objected to the frequency with which calls
were coming, and the Comptroller’s office found the
incidental work of compiling the returns, laborious
and burdensome; so when Comptroller Crissinger
succeeded to control he voiced the demand for some
limitation. Congress, responding, reduced the num-
ber that the Comptroller had to issue from five a
year to three a year.

But while the law was amended in 1922 it was
not until 1926 that the Comptroller’s office allowed
the number of calls to fall below four—that is one
extra in addition to the three obligatory ones. In
the calendar year 1925, for example, there were four
calls altogether, the dates being April 6, June 30,
Sept. 28 and Dec. 31. There were four also in 1924
and 1923, but five in 1922 and 1921. In 1926, on the
other hand, the Comptroller confined himself strictly
to the three calls a year absolutely required as a
minimum under the amendment of 1922. The dates
of these calls were April 12, June 30 and Dec. 31.
The Comptroller, it will be observed, omitted any
call for the six months between June 30 and Dec. 31.
As we said on a former occasion, we believe that
never previously in the history of the National Bank-
ing system was so long an interval allowed to elapse
between two bank calls. And it did not seem to us
that an interval of that length, should ever be per-
mitted to pass between two calls.

In justice to the Comptroller, it is proper to state
that with only three calls a year obligatory on his
part he really labors under considerable difficulty
in carrying out the legislative intent as expressed
by the change made in 1869 and from which there
was, we take it, no desire to depart by the amend-
ment of 1922. Under the statute the dates of the
calls remain under his absolute control. In prac-
tice, however, outside considerations, which he can-
not well ignore, greatly restrict the degree of free-
dom he is supposed to enjoy in choosing the dates.
If he limits himself rigidly to the three calls which
the law makes imperative, he finds two of the three
dates virtually pre-empted at the start. We refer
to June 30 and Dec. 31. As to the first of the two
dates, he has virtually no option but to include that
date among his calls, since it has long been the cus-
tom of the Comptroller to require a statement of
condition as of June 30 inasmuch as the Comp-
troller always includes in his annual report very
elaborate statistics regarding all the banks in the
country, State, National, trust companies, savings
banks and private institutions, and the aim is to
have these statistics all of the uniform date of June
30 as far as possible. The same remark applies to
the Dec. 31 call. It is the end of the calendar year,
very convenient for statistical purposes, and it has
become pretty well the practice to ask a return as
of that date or some date close thereto. Accordingly
it does not seem desirable that that date should be
eliminated.

But since the two dates mentioned cannot well be
excluded from among the list of calls, it follows
that if the Comptroller limits himself to the three
calls actually required by statute he has only one
call open to him of the date of which the banks will
not have knowledge beforehand. This is what made
it a matter of so much regret, that last year the
Comptroller after his call of April 12, should have
required no other calls than the preordained ones

tp://fraser.stlouisfed.org/

of June 30 and Dec. 31. In saying this we do not
have in mind the banks in the large cities, as to the
course of whose affairs there is rarely occasion for
anxiety, but the thousands of other banks through-
out the country knowledge regarding the status of
which is gained mainly from the condition state-
ments to the Comptroller of the Currency.

The Comptroller’s action now in again reinstating
the Autumn call indicates that he did not intend
last year’s omission to mark a permanent change of
policy. Thereby he also gives notice to the banks
that they will always have to be on their guard—
that while he does not mean to harass them with
unnecessary calls, the vigilance of the Comp-
troller’s office is not to be relaxed in the slightest
degree. _

As a matter of fact the call of Oct. 10 the present
year came as a great surprise to the banks generally.
Very few among them were looking for it. They
counted upon a repetition of the experience of last
year when the Sept.-Oct. call was omitted. They
thought that the omission might be regarded as a
precedent for the future. The Comptroller has now
made it plain that in last year’s action he did not
mean to commit himself as to his subsequent course.
There is to be no six months interval during which
bank managers wedded to dubious policies may play
fast and loose. Great encouragement is undoubtedly
to be derived from the fact.

The Comptroller gave some expression of his re-
views regarding bank calls in an address which he
delivered on June 10 last before the District of
Columbia Bankers Association at Washington. In
this he warned that too great a tendency toward ad-
vance preparations by the banks might result in a
change in the future regarding the policy of issuing
calls on June 30 and December 31. He well said
that the purpose of the call is to ascertain the nor-
mal condition of the banks at a given time. As to
how truly this has been reflected, he stated, was
sometimes open to question, for the reason that
banks being guided by the newspapers, er acting
on the result of their own calculations, anticipate
the date on which the call is to be made, and shape
their affairs accordingly. He had sometimes won-
dered what the figures would develop should a com-
parison be made between the date of the call and
say, ten days or two weeks later. He added that
he expected to follow the precedent of the Comp-
troller’s office in making the June 30 call (which
he did), but if it should appear that “window dress-
ing” was being indulged in, it might be necessary
in the future to break away from well estab-
lished practice, which he trusted would not be
necessary.

Altogether we are thus afforded a pretty clear
idea of the purposes animating the Comptroller in
this matter of national bank calls. There is not
to be any striking out on any new paths, but the
high traditions of the office are to be maintained,
even though circumstances may often dictate the
immediate course of action. The latest call as of
Oct 10, together with the two preceding calls—
that of June 30 and that of March 23, completes for
the current year the three calls which are absolute-
ly required by the statute. It would hence be pos-
sible for him to omit the Dec. 31 1927 call. It were
to be regretted if he did. But at least there need
be no further misgivings as to possible jeopardy
from the entering upon new lines of policy.
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Dictatorship and Parliamentary Government
in Europe.

The recent celebration of the fifth anniversary of
the march of the “Black Shirts” upon Rome, and the
establishment of the Fascist dictatorship, afforded
an occasion for another characteristic review by
Premier Mussolini of the achievements of Fascism,
and an aggressive appeal for the defense and en-
largement of the national gains that have been made.
New railways and roads, new aqueducts and public
buildings, new schools, gardens and parks, the ex-
tensive reclamation of waste lands, an important
housing program, a vigorous support of the lira,
and widespread economic recovery, were some of
the more important accomplishments which Musso-
lini and his supporters were able to recite. The
reception which greeted the public appearance of
Mussolini at Rome on Oct. 30 was as vociferous and
apparently as whole-hearted as ever, and the news
paper accounts of the episode indicated no weaken-
ing of the extraordinary hold which the Fascist
leader has established over his adherents, and
offered no evidence that the system of government
which he has set up, and which he personally dom-
inates, is likely soon to disappear.

Yet the echoes of the tumult and the shouting had
hardly died away before disturbing reports of dis-
sension in the Italian Ministry became rife, and in
a few days there followed an announcement of fur-
ther constitutional changes in the direction of autoc-
racy The usually well-informed correspondent of

the New York “Herald Tribune,” cabling from Nice
on Nov. 1, reported that a Cabinet shake-up of com-
prehensive proportions was imminent, the most im-
portant of the approaching changes being the trans-
fer to the diplomatic field of Count Volpi, the

Finance Minister. It was Count Volpi, it will be
remembered, who negotiated the Italian war debt
settlement with the United States, and it is under
his administration that the financial rehabilitation
of the country has been carried on. Precisely what
the dissatisfaction with Count Volpi, if there be dis-
satisfaction, consists in is not clear, and the charge
that he has exercised official favoritism in the mat-
ter of industrial or business enterprises in which he
is personally interested, and out of which he is said
to have acquired considerable wealth, is one very
likely to be lodged, sooner or later, against any man
in his position. It seems more probable that there
are other elements in the Fascist party that need to
be satisfied, as there have been on other occasions
in the past, and a Finance Minister, especially if
he has held the reins during a period of financial
crisis and radical reorganization, is proverbially a
target for criticism.

The proposed Constitutional changes were offi-
cially announced on Nov. 11. The erux of the plan
is a drastic reorganization of the electoral system
and the composition of Parliament. “Any system of
national representation,” so runs the preamble of
the resolutions adopted by the Grand Council,
“must be based in the de facto situation existing in
Italy, namely the abolition of all political parties
contrary to Fascismo, the existence of only one polit-

ical party which acts as the organ of the Fascist
regime, and the juridical recognition of the nation’s
great productive economic organizations which are
the basis of the IFascist syndicalist corporative
State.” The short time that has elapsed since the
creation of the syndicates, the preamble continues,
is not sufficient “to permit them to assume the polit-
ical functions of the Fascist Party by taking over
the task of representing the nation in Parliament,”
and the action which is now proposed is, accordingly,
only one step toward the ultimate goal, but it is
possible that “step by step, as the corporations
(syndicates) become consolidated and perfected, it
may be found advisable to arrive, after experience
with the next Legislature, at an exclusive form of
national corporative Fascist representation.”

The plan then directs that each of the thirteen
syndicates, or economic organizations, which be-
tween them include all producers and workers in
Italy, shall propose to the Grand Council a certain
quota, to be fixed later, of candidates for Parlia-
ment. The Grand Council, after purging the lists of
those who are not sufficiently well grounded in the
Fascist faith or sufficently representative of na-
tional interests, will add other names of its own
selection, and the completed list, given a national
character by disregarding all territorial divisions,
will be presented as a bloc to the voters and be the
only list of candidates for which the electors may
vote. Incidentally, “the old democratic system of
universal suffrage” is to be done away with, and
the suffrage will hereafter be exercised by those
only who “show that they are active elements in the
life of the nation” by paying their dues to the syndi-
cates, and upon certain others who, although not
specifically mentioned in the recent labor law, are
deemed useful to the State. The number of Deputies
under the new system will be reduced from 560 to
400, and the specific duties of the Chamber are to
be fixed by some later pronouncement. The com-
position of the Senate remains as at present, but
the decree forecasts “some reforms relating to its
internal organization.”

As there is virtually no opposition press in Italy,
the comments of Italian newspapers on this extraor-
dinary proposal are of course mere reflections of
the opinion of the Government. The “Giormale
d’Italia,” while admitting that the proposed change
is “profoundly revolutionary,” nevertheless insists
that the reform “remains within the spirit of ihe
great Constitutions of modern civilized States.”
The “Tribuna” hails the innovation as doing away
with the agitation and expense which has hitherto
attended elections, and declares that “above all this,
in the new organization of the State, there is to be
the leader who cannot be confined within any law,
but who is given to us by the will of God.” To most
observers who are not Fascists, on the other hand,
and to whom Fascism has not become, as it appears
to have become in Italy, something near akin to a
religion, the new experiment will appear as one
more step, and a long one, toward the complete oblii-
eration of parliamentary government in Italy, the
eradication of political parties and political discus-
sion, and the substitution of a merely formal Legis-
lature whose members will be the nominees of the
dictatorship, and whose acts will be only the regis-
tration of the dictator’s will.

Whatever one may think of the merits of the Mus-
solini regime, there seems little reason to believe that
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it is not, on the whole, acceptable to Italy, and the
substantial benefits which it has conferred are not
to be dismissed as of no special consequence. A
nation of 43,000,000 or more, especially one with the
warm blood which prevails in Italy, is not to be kept
in subjection year after year by a handful of self-
constituted rulers unless the policy of the Govern-
ment, taken as a whole, meets with more or less gen-
eral approval, and unless there are tangible evi-
dences of economic advantage and political prestige.

Nor is Italy the only Iuropean State in which a
ilictatorship has supplanted the time-honored parlia-
mentary forms. The Spanish National Assembly,
which has been in session for several weeks, appears,
at this distance, to be little more than a formal
agency of Primo de Rivera, who since September
1923 has exercised in Spain a dictatorial rule, and
the brief outlines of the proposed Spanish Con-
stitution which have been cabled to this countrs
indicate a further long step away from parliamen-
tary government in any proper sense of that term.
The Bratianu regime in Rumania has long been a
hard and fast dictatorship and the unexpected ac-
quittal by a court-martial of Mihail Manoilescu on
the charge of plotting to restore to Prince Carol his
right of succession to the throne, was immediately
followed by the announcement of the passage by
Parliament of a bill increasing still further the pen-
alties for interfering with the succession as regu-
lated, under Bratianu’s direction, by the Constitu-
tion of 1926. On Nov. 3 the Sejm, the lower House
of the Polish Parliament, was adjourned by decree
of Premier Pilsudski five and one-half minutes
after the session had been declared open, in order
to prevent discussion of the budget, and the rigidity
of the press censorship has been increased.

Outside of the States which remained neutral dur
ing the World War, and whose Governments are in
general models of democratic efficiency, the task of
upholding the parliamentary tradition seems {o
liave devolved principally upon Great Britain,
France and Germany. In Italy, Spain, Rumania
and Poland we find either open or thinly disguised
dictatorships. Tt is a grave question which of the
two systems is likely, in the immediate future, to
prevail. The stress of economic pressure, particu-
larly that which results from debt, depreciated cur-
rency, unemployment, and a struggle for markets,
the multiplication of offensive and defensive alli-
ances with their inevitable accompaniments of mili-
tary and naval preparedness for war, the eager
desire for territorial enlargement at the expense of
weaker States or peoples, and the failure of the
League of Nations to accomplish anything useful
that could not have been accomplished without it,
have combined to strengthen the demand for effi-
ciency in government, and to relegate the slower
and more cumbersome processes of representative
democracy to a secondary place in public esteem.
It is a curious commentary upon the fallibility of
human provision that a great war which many be-
lieved was to mark the end of arbitrary rule over a
nation’s destiny should have been followed, in less
than ten years after the peace, by the reappearance
of the same problem of arbitrary authority in an
even more acute form. It is the increasing urgency
of this problem that makes the future course of
Italy, the country in which dictatorship has magni-
fied itself the most, a matter of profound interest
to the whole world.

THE CHRONICLE

The Time Element in the Development
Popular Government.

Lord Morley's Life of Gladstone might well have
supplied all that is to be said about that great states-
man were it not that his career brings to light cerv-
tain principles that underlie all national life. In
this lies the value of a new book, Glaedstone, and
Britain’s Imperial Policy: by Prof. Paul Knaplund
of the University of Wisconsin, published by Mac-
Millan.

It is a clear and interesting account of the way in
which Mr. Gladstone’s opinions and position changed
step by step with the development of the British
Kingdom during the long and most constructive
period of its existence; leaving the story to find
its own wider application. Nations must partake
of development along the lines in which the world
is advancing and which witness to underlying pri..-
ciples and existing forces, whose combined action
only appears with the lapse of time. The states-
man, however wise, will fail in his task unless he
recognizes that his country has to undergo this de-
velopment. It cannot be hurried or hustled. 1Its
manhood may be visualized but its leaders must
adapt their ideals to present reality and be content
to advance not only a step at a time, but pari passu,
with the particular step which corresponds with
existing conditions

Recognition of this truth proves to have been the
secret of Mr Gladstone’s long public career Peo-
ple wonder how he who at the outset was so sane
and sure a Conservative should end as a leader
too liberal for the Liberals! The account of his
change of position and aim as events unfolded in
the constant development of the Nation, here re-
counted in interesting detail, gives the book perma-
nent value as a political and historie document.

When fresh from Oxford William E. Gladstone,
not yet 23 years old, entered public life England
was just entering the period which, introducad
by the Great Reform Bill and embracing the long
reign of Queen Victoria, was to make it at the end
of a century the greatest in her history. None
questioned the right of Parliament over her extend-
ing, as over her immediate domain, but her colonics
were looked upon merely as conveniences, neces-
sary, perhaps, but costly and generally of ill repute.
Englishmen migrating to them sacrificed accus-
tomed advantages and were likely not to be wel-
comed. There was no colonial system; administra-
tion of dependencies was loose and irregular; abuses
were little regarded and occasionally remedicd
only by rebellion. IEngland had passed through a
succession of great wars and barely emerged from
the severe economic consequences, A new spirit
was abroad in the werld, but England had reason
for being content with the rule of what Macaulay
called “stern and unbending Tories.”

The young Gladstone was of this stock; and
though his father’s vision had been enlarged by
some colonial experience, the son’s Oxford career
had not tended to strengthen the home influence.
That had to abide as a silent and somewhat un-
conscious presence.

No sooner had he entered the House of Commons
than the bill to abolish slavery in the Empire was
introduced, and an incidental attack, made on the
management of his father's estate because of cruelty
to his slaves moved the new member to speak in de-
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fense. This led to his acceptance as spokesman for
the Liverpool planters, with his careful study of the
whole subject, and his call to a position in the
Colonial office. Three months later a change
in the administration threw him out, but his feet
were set in the line of his career. His eyes were
opened to the question of the colonies, and the im-
pulse given to impressions gained in his earlier
studies. He had learned to love ancient Greece. She
also had colonies; but Greater Greece was founded
in freedom. Athens was truly a mother city, and
her ties proved stronger and more enduring than
any legal bond. The significance of this dawned on
Gladstone when he began to appreciate the value
of liberty, and to gather and use illustrations as he
sketched new methods for the British colonies.

By degrees his early Toryism, from close contact
with Sir Robert Peel gave place to a Conservatism
open to modification, and in 1846 he took a leading
part in destroying what had been held the corner-
atone of his party’s policy. On political and eco-
nomic issues he was not yet a Liberal, but he had
gained a mental flexibility which led him to test
existing methods and institutions by their utility,
and prepared him to urge freedom as a remedy for
the ills afflicting Britain’s colonial relations.

England herself continued to change. Here mer-
:antilism died. Co-operation based on equality
among the members of the Empire had gained in
him a hearing when he came to be made Colonial
Secretary. Though it had little support at home he
was able to use it effectively in appeasing trouble
which had arisen in Canada. He applied it in her
domestic problems and approved it in her relations
with the United States. Within six months he was
relieved from office, but he had become foremost
champion of the new Commonwealth creed. Free
from office he studied the subject, and by 1850 be-
came a true Colonial reformer with a British Com-
monwealth of Nations as the goal of his efforts. The
movement of the Government was slow, and not
until the early 70’s were troops withdrawn from the
colonies.

His fundamental conviction was that
could not be loyal while discontented. The idea
lhad originated with Burke; and the American
colonies had confirmed it in the preceding century;
but the necessary legislation was hard to obtain.

Friends had to be won gradually ; and the colonics
themselves had to be shown that the privileges of
freedom and the burdens of freedom are inseparakbly
joined; while he pressed upon all the fact that the
colonies would never attain maturity so long as
they depended upon the Mother Country for de-
fense against the native tribes in their own. terri-
tory. He said “I have not the least doubt that in
the proportion that responsibilities are all accepted
by communities they will be more disposed to go be-
yond the bare idea of self-defense and to render
loyal and effective assistance in the struggles of the
Empire.” And should he have to accept possible
material loss of millions gained under the existing
system, he would still he against it. Iis faith was
such that he could assert that if the colonies accepted
the proposed responsibility of freedom and voluntary-
ism, “the Imperial Government would acknowledge
the reciprocal obligation of defending every portion

colonies

of the Empire with all the sources at its command.” l

leagues could not always apply the principle of
freedom, but within the limits imposed by the con-
ditions, Gladstone’s first ministry applied the true
tenets of the Liberal creed. He had committed him-
self wholly to freedom of self-determination. With
the reawakening of British imperialism under
Disraeli’s leadership he recognized that Britain had
outgrown her brain food and animal strength by the
enlargement of her territory and the consequent
diversity of her problems, but on his return from
political retirement in 1874 he returned to the at-
tack, and held to his convictions to the end. He
believed that the highest duty of the statesman was
not to annex new lands, but to increase the happiness
and wellbeing of the United Kingdom. In 1882 he
recognized that while the present responsibilities of
the Empire were sufficient to exhaust its strength, it
was beyond his power to check its expansion. The
tendency was irrepressible and the policy of the
Government must be shaped to meet individual cases.
Britain’s title to a territory should rest on the con-
sent of the inhabitants; but as put into practice for
instance in the retrocession of the Transvaal in
1881, it failed to heal the wounded of South Africa,
and seriously injured the Government at home. A
dozen years of controversy and struggle seemed to
leave no room for peace. His efforts for a con-
federation and local self-government served only to
encourage the Boers to a firmer antagonism. Again,
in Borneo the Government had no choice but to fol-
low up the pioneers in order to restrain and to pro-
tect them.

With regard to the expansion of the Empire he
retained the Conservatism of his youth, but he faith-

fully followed the developing conditions, and the
consequent need of open-minded intelligence even
in the application of principles to which he was

wholly committed. He lived to see the great period
of constitution granting to the colonies passed; and
when the application of the principle came home
and it was demanded for Ireland he could plead with
his countrymen to practice what they preached, in
so often inculcating upon others as they were doing,
the concession of self-government as the way to
consolidate unity. In 1893 in his great speech on
the IHome Rule Bill he could reeal’ OW1l OX-
perience in the Colonial office in 1835, and the change
wrought in the relations between Britain and her
colonies since then. She had become a “Mother
Country,” and they were “almost extravagant in
their feelings of loyalty and devotion to the Crown.”
Fifty years later, when a war threatened, Canada
and Australia vied with one another in offering aid.
Now the time had come for winning Ireland, and
he wonld have no federation.

He watched with pride the growth of the Domin-
ious. The country had giown as had he. He was
not to live to see his ideal attained by all; but his
principles, that the tendency toward equality of
status is both right and inevitable, and that free
institutions are the life blood of the British Em-
pire, were to be put on record as formally ac-
cepted by the representatives of both Britain
and of the Dominions in the Imperial Conference
of 1926.

At his death in May 1898, Sir Wilfrid Laurier, the
Canadian Prime Minister, said: “Mr. Gladstone
gave his whole life to his country; and not his

his

The subsequent history is long and enlightening. | country alone, but the whole of mankind benefited

Ivents everywhere moved rapidly. He and his col-

by his work.”
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His life had gained that scope. He had given per-
tinence and strength to the spirit and principles of
the group of great leaders of the Victorian eru,
Wilberforce, Cobden, Bright, Samuel and John
Moreley, and the rest; principles of government so
intelligently carried over by the lamented Bryce
into the 20th century, when for Britain at least
they are established.

Debating the Tenure of Democracy.

A recent debate at Mecca Temple, New York City,
under the auspices of the Discussion Guild, by Dr.
Will Durant, author of “History of Philosophy,”
and Bertrand Russell, English philosopher and
scientist, on the subject “Is Democracy a Failure?”,
while no doubt interesting was, as are all such dis-
cussions, wholly inconclusive. Dr. Durant took the
affirmative, holding that democracy, as a Govern-
ment by the people for the people, is a failure be-
cause the people do not rule while the politicians
and the invisible government do. Dr. Russell
took the negative, holding that the people in the
democratic countries of the world are on the whole
happier, more intelligent and progressive, than
they are in undemocratic countries of today as they
were in the more oppressive governments of the past.

The difficulty with all these debates lies in the
fact that the “rule of the people” does not end and
has not ended. Now, it has always existed, even in
monarchies, oligarchies and autocracies. And though
it is often said, “republics are shortlived,” there is,
notwithstanding, in all peoples that inherent power
of revolution and reform that ultimately makes all

governments conform to certain ideals of human
liberty and human rights inherent in the human

race. Consequently there can be no definiteness in
assertions of failure or success. Democracy, like
Beauty, is its own excuse for being.

Democracy alone can render a verdict upon its
own accomplishments. Our freedom today to de-
bate the question is omne proof that democracy is
not a failure. In Russia under the rule of Com-
munism, in growing degree in Italy, as shown in
another article, under the rule of Mussolini, the
public assertion of the claims of democracy are pro-
hibited. But in the masses everywhere is imbedded
the famous assertion of our Declaration that “all
men are created free and equal” and throughout his-
tory all efforts at betterment have been based upon
this immortal truth. Of course it must be defined.
Our own present form is not a pure democracy, but
a representative republican rule which we ourselves
have erected. Ours, the last and best experiment,
:an only be judged by ourselves. In a word there is
nowhere a disinterested umpire to pass upon results.
Comparisons with conditions in the past while in-
structive are not finally conclusive; an enumeration
of faults is no more determinative than one of
benefits. The experiment continues, the trial is
not ended, the verdict cannot now be rendered. The
evolution of free government is in process; we can-
not sit in judgment; we are part of that which is
to be judged.

The people are the judges of monarchies, autocra-
cies, and democracies; thought is free; and no
tyranny can suppress its power. Nations may “rise
and fall like bubbles on the ocean,” but the think-
ers remain. A people may become indifferent to the
rule under which they live, but the power to remove

oppression and to rebuild government cannot be
suppressed indefinitely. The military rule of
tyrants in the past has been overthrown by force.
But in the evolution of the human mind the neces-
sity for taking this road to the freedom to be and
to do has diminished. If a despotism in Russia was
overturned by a bloody revolution, the creation of
the British Commonwealth of Nations was attained
by peaceful means. There is growth in government
as in all things. “Liberty, Equality and Fra-
ternity,” are one thing today, another tomorrow.
To judge democracy by ideals that are non-existent
is to discover faults and failures where none exist.
That in the United States we still question our own
form of government is proof positive that we are on
the road to betterment.

What the educated few declare is no more the last
word than is the voice of the masses. That the peo-
ple in the United States, taken as a whole, are hap-
pier, more intelligent, more progressive than other
peoples, confirms but does not prove that our form
of democracy is a permanent success. On the other
hand the present indifference of half the voters to
the saving power of the ballot and the undoubted
trend of government toward bureaucracy does not
prove that our experiment is a failure. No people
can correct faults until they perceive them. War,
it is true, still threatens civilization; but peace is
burgeoning in the hearts of men everywhere. In
the Western hemisphere republics are in the ascend-
ant. Even in the old world the captains and the
kings depart. There may linger in Germany a class
that would return to monarchy—but the one ideal
that peoples seek is democacy, not monarchy or
autocracy. Perfection is not found therefore in
the millennial theories of the few, but in the mastery
by the masses, though imperfect.

But d