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The Financial Situation.

Consolidations are the order of the day, even more
80 in the banking world, it would seem, than in other
divisions of the country’s activities, and in New
York City at the moment they are progres.ing at a
rate and on a scale that is perfectly dazzling. News
came on Thursday that the National City Bank of
New York had taken over another large banking
integer, namely the Corn Exchange Bank Trust
Company, and that after appropriate action by the
shareholders of the two institutions the Corn Ex-
change Bank, with its long and honorable record,
would pass out of existence. It is less than four
months since, in May last, the National City took
over the I"armers’ Loan & Trust Co., and it is stated
that this latest acquisition will give the National
City Bank total resources of $2,386,066,401, based
on the condition statement of the two banks for
June 29 last.

This latest merger is merely one more in a whole
series of banking absorptions and consolidations for
which the year 1929 will long remain noteworthy.
It was only on Monday of this week that the final
steps were taken in the merger of the Seaboard
National Bank with the Equitable Trust Company
of this city, in accordance with plans previously
arranged, the Seaboard National Bank also passing
out of existence. On Aug. 26 the merger of the
National ’ark Bank with the Chase National Bank
became cffective, the National Park likewise losing
its identity, and earlier in the year the Chase Na-
tional also took over the Garfield National, which
latter then also passed from the scene. Another big
consolidation of the year was the absorption of the
National Bank of Commerce in New York by the
Guaranty Truct Company, the Bank of Commerce,
too, passing from the scene. Among other combina-
tions of the year may be mentioned the consolidation

of the United States Mortgage & Trust Company
and the Chemical National Bank, under the name of
the Chemical Bank & Trust; the merger of the Han-
over National Bankywith the Central Union Trust
Company, under the name of the Central Hanover
Bank & Trust Company; also the amalgamation of
the Bank of the Manhattan Company and the Inter-
national Acceptance Bank. Last May also the Bank
of America took over the business of Blair & Com-
pany, while through the Chase Securities Corpora-
tion the Chase National has acquired the business
of the American Express Company, in addition to
which a whole array of smaller banking combina-
tions might be mentioned.

In the eyes of the public these various banking
mergers appear as contests for supremacy in the
New York banking field, with their aim mere big-
ness. It does not need to be urged that banking
officials of high eminence are not controlled by
considerations of that kind, and Charles E. Mitchell
in commenting upon the National City’s latest ac-
quisition took pains to say that “The consolidation
is not for the purpose of increasing the size of Na-
tional City Bank, but to extend the services of
National City Bank, the National City Company,
and the City Bank Farmers’ Trust Company
throughout the city.”

Another powerful motive, however, in the bank
and banking mergers, with the resulting great in-
crease in size and banking power, remains to be
mentioned. This may well be regarded as the most
potent motive of all. It was discussed at length
in the “Acceptance Bulletin” for August 31. The
writer of the article, presnumably Robert H. Bean,
well said that little comment has been made on the
cffect of the prevalent bank capital expansion on
the acceptance business of the merged banks, par-
ticularly in New York. He then goes on to point
out that by the Federal Reserve act the total accept-
ance liability which member banks may have is
limited to 100% of their combined capital and sur-
plus—not including credits arrangec for the purpose
of creating dollar exchange.

‘We are told that with the exception of two banks
in Boston and one each in Chicago and New Orloans,
no banks outside of New York City have ever issned
acceptances for anywhere near their legal amonnt.
As the acceptance business has become more cen-
tered in New York, however, in recent yvears, there
have been numerous occacions when banks have
accepted to the full amount permitted and have heen
obliged to await the maturity of some of their hills
before additional liabilities could be inenrred. This
led at one time to the snggestion that certain of
the very largest banks shounld be allowed to accepk
up to 150 or 200% of their capital and surplos.
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Little attention was given to this proposal, it is
stated, because it was considered better to maintain
the existing 100% outside limitation for all banks
and encourage banks having exceptionally heavy
acceptance credit demand to provide for such ad-
ditional business through an increase in their cap-
ital. The National City Bank is then expressly
alluded to as constituting an instance of this kind,
the article saying: “A noteworthy example of action
of this nature is the National City Bank of New
York, which has made several large increases in
capital in recent years until it not only leads all
other banks in this respect, but also has a greater
volume of acceptance business than any other in-
stitution.”

Among other instances where enlarged capital
structures have been secured through merger are
mentioned: The case of the Chase National Bank
in taking over the Mechanic & Metals Bank and the
National Park Bank; the Guaranty Trust Company
in absorbing the National Bank of Commerce; the
Equitable Trust Company in acquiring the Seaboard
National Bank, and the Illinois Merchants’ & Trust
Company in merging with the Continental National
Bank in Chicago. All of these banks before merging,
it is averred, were active accepting banks, “invari-
ably appearing in the list of the First Forty.”

The “Acceptance Bulletin” then goes on to say
that the consolidations have not only given the
continuing institution a much larger total accept-
ance liability limit, but has enabled it to take on
new acceptance business that could not have heen
accommodated previously. In the case of the other
mergers where one or the other of the combining
institutions had not engaged to any extent in the
accepting buciness, the continuing bank secures

larger capital, “thus providing much more leeway
to the acceptance liability limit than was true of
other mergers where both institutions were already
heavy acceptors before the consolidation.” The im-
portance of the matter will be seen when we say

that the ‘“Acceptance Bulletin” expresses the
opinion that “the total volume of acceptance busi-
ness at the top of the present season in December
will not be far from $1,500,000,000, a 100% increase
from the $750,000,000 outstanding at the end of
1926,” and adds that “it is a reasonable probability
that the dollar acceptance total of a few years hence
will be in excess of $2,500,000,000.”
il

As one return of brokers’ loans after another
keeps coming in, week by week, all of the same char-
acter, one wonders if the expansion in the total of
these loans, which keeps unceasingly going up, is
ever going to end. All sorts of explanations are
being offered as to why the long deferred contrac-
tion does not occur and fanciful theories are ad-
vanced intended to chow that it is not Stock Ex-
change speculation that is responsible for the con-
tinuous growth, but that the cause must be sought
somewhere else. A few years ago we were told that
the large flotations of new bond issues and the con-
gested condition of the bond market were the prime
factors in swelling the total of these loans, but
somehow it invariably happened that when the con-
gection had disappeared and the syndicate bond
holdings distributed and sold, the total of the loans
failed to come down. Later we were told that large
payments due on bond subscriptions of one kind or
another must be accepted as the reason why the
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expansion continued unchecked. Again it happened
that when the supposed factor tending to provoke
new borrowing had been eliminated, diminution and
contraction failed to appear. Now it is contended
that the large stock offerings by investment trusts
must be held accountable for the evil. All of these
explanations carry the element of plausibility, but
they do not go to the bottom of the matter, and they
fail to convince because experience does not sustain
their force or validity.

The simple truth of the matter is that as stock
prices are carried higher and still higher, it takes
more money and still more to carry them, and, ac-
cordingly, brokers’ loans keep constantly growing
larger. At all events, the record is one of unending
expansion. Concurrently group epeculation on the
Stock Exchange is being maintained to the full limit,
and those conducting the campaign for higher and
still higher prices appear to have no difficulty in
obtaining all the funds they need to conduct and
continue their process of marking up prices.

This week, to the surprise of everybody, brokers’
loans show another large increase to a new high
record of course. The further increase this week
is no less than $95,000,000, and it comes after $120,-
000,000 increase the previous week and $137,000,000
the week before, and a whole series of antecedent
increases running back for a long time. The loans
made by the reporting member banks in New York
City on their own account have run up during the
week from $1,017,000,000 to $1,046,000,000, the loans
for account of out-of-town banks from $1,841,000,000
to $1,897,000,000, and the loans for account of others
from $3,616,000,000 to $3,626,000,000. The grand
total of the loans in the different categories com-
bined is now $6,569,000,000, which compares with
$4,470,000,000 a year ago, on Sept. 19 1928, when
the total was already unconscionably high.

Member bank borrowing has not increar ed in face
of the further expansion in brokers’ loans, but that
does not carry the significance that might be sup-
posed from the face of the return. The date of the
return is Sept. 18, or two days after the Federal
income taxes were due and payment had to be made
for the new offering of Treasury Certificates of In-
debtedness, and these two days must have furnished
ample time for getting the income collections and
the other payments into the Treasury. This is im-
portant because it means that Government deposits
with the member banks heavily increased and that
that in turn served to improve very greatly the
reserve position of the member banks, since they
are not obliged to carry any cash reserves against
Government deposits. By reason of the same fact,
they were enabled to cancel part of their indebted-
ness at the Reserve institutions. No figures are yet
available to show the aggregate of the Government
deposits in all the reporting member banks, but
the reporting member banks in New York City alone
show an increase in Government deposits for the
week of §65,000,000, and the Chicago reporting mem-
ber banks a further increase of $16,000,000. Doubt-
less the aggregate of these Government deposits at
all the member banks, judging from past experience,
increased roughly $300,000,000. What a part this has
played in strengthening the position of the member
banks will be readily understood. The Reserve Banks
have also aided the situation by further enlarging
their holdings of bankers’ acceptances purchased in
the open market, these holdings having risen during
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the week from $222,229,000 to $241,103,000. The Re-
serve institutions likewise show enlarged holdings of
United States Government securities, due, no doubt,
to temporary borrowing on the part of the United
States Government, pending the receipt of the in-
come tax collections, though as the statement is of
date Sept. 18 and income tax payments had to be in
by Sept. 16, the greater part, if not the whole of this
temporary borrowing on the part of the United
States Treasury through the sale of temporary cer-
tificates of indebtedness must have been repaid. The
holdings of United States Government securities the
present week are reported at $177,609,000 as against
$159,017,000 last week. Member bank borrowing,
as represented by the discount holdings of the twelve
Reserve institutions, is down from $972,927,000 to
$933,916,000. The combined result of these various
changes is that the grand total of the bill and
security holdings is not greatly changed, being re-
ported at $1,367,678,000 this week against $1,370,-
273,000 last week.
e

The foreign trade of the United States in August
was quite fully maintained, both as compared with
preceding months this year and as compared with
the corresponding period in the earlier years back to
1920. Merchandise exports last month were slightly
lower than in July, in part owing to a somewhat
smaller cotton movement, but imports again show
some expansion which is due to some extent to a
heavier movement of merchandice in anticipation of
the higher import duties now under consideration
in Congress. Total exports last month were valued
at $382,000,000 and imports at $377,000,00 the ex-
cess value of exports amounting to only $5,000,000.
In July exports were $402,898,000 and imports
$353,570,000, the former exceeding imports by $49,-
328,000 while in August of last year the value of
merchandise exports of $379,006,000 compared with
$346,715,000 for imports and was hence $32,291,000
larger than the latter.

Imports continue to exceed in value those of the
corresponding period in any preceding year back to
1920. As to exports, the same thing is true with
the exception of one year, August 1926, for which
month the exports were a little larger than for the
month just closed. Cotton exports last month were
235,900 bales, and were slightly lower than in July.
They also show a small decline for last month as
compared with August 1928. The value of the cot-
ton exports last month at $23,881,000 was only $534,-
000 lecs than in July, while all exports last month
show a decline of $20,900,000 from the preceding
month. In comparison with August of last year
there is a decrease in the value of cotton exports for
the month just closed of $3,615,000 while total ex-
ports show a small increase of $3,000,000. With the
Aungust foreign trade statement, the Department of
Commerce noted the heavier imports of rubber in
that month as well as the increase of certain dutiable
goods. Imports of rubber have been heavy all this
year; in July they were fully 40 per cent, larger than
in the preceding year, while for the seven months of
this year ending with July, the increase in quantity
over last year is in excess of 50 per cent., although
in value there is a decrease as compared with the
same time in 1928. ‘

Ifor the eight months of the present year mer-
chandise exports are valued at $3,407,875,000 and
imports at $3,016,942,000, the excess value of ex-

ports being $390,933,000.. In the corresponding
period of 1928 exports amounted to $3,135,979,000
and imports to $2,750,495,000, exports in that period
of eight months being larger than imports by $385,-
484 000. Exports this year to date have exceeded
those of a year ago by $271,896,000,while the increase
in the value of imports this year to date over those
of last year has been $266,447,000. Cotton has con-
tributed nothing to the increase in the value of ex-
ports this year in comparison with 1928, there being
in fact a large loss this year, in quantity as well as
in the value of exports of cotton, the value this year
to date showing a decline of no less than $70,000,000
as compared with a year ago.

The gold movement in August was changed from
that of the recent preceding months, only in this
respect, that gold imports were somewhat lower.
Gold exports last month were $881,000 and imports
$19,271,000. TFor the eight months of this year gold
exports were $8,738,000, but imports $236,304,000,
the excess of imports being $227,566,000. In the

corresponding period of 1928 gold exports amounted
to $531,407,000 and imports to $95,753,000, exports
being larger than imports by $435,654,000, a very
marked reversal of conditions in a year’s time.
Silver exports last month were $8,522,000 and im-
ports $7,345,000. These silver figures do not vary
greatly from month to month.

Stock markets in the important European centers
were quiet this week, with the tone generally ir-
regular, Political influences are not so active at
the moment as they were in the earlier months of the
year, but it is kept well in mind that the long siege
of conferences on the reparations problem is far
from ended, and the markets thus remain in a state
of uncertainty. Cabinet crises, moreover, are pos-
sible at any moment in Britain, France and Ger-
many. A more immediate influence is exerted by
the continued uncertainty of the international mone-
tary outlook. The London market is particularly
affected by the depression of sterling exchange.
At present levels gold normally would be taken
from the vaults of the Bank of England for ship-
ment to New York, but there is an apparent under-
standing among the large American banks to refrain
from such engagements and to bid only for new gold
from Africa. Some further shipments have been
made to Paris, however, and the threat of an increase
in the Bank of England discount rate is thus no whit
abated. With the Continental markets looking
traditionally to London for guidance, this question
is affecting the entire structure of European
markets.

The stock market this week has been quite irreg-
ular, being strong and weak by turns both from day
to day and in different hours of the same day; and
yeiterday broke badly. The stocks commanding the
favor of group speculators operating for higher
prices have been strong, as a rule, and many of them
show substantial gains for the week, and not a few
of them have established new high figures for the
year. In the high-priced specialties it has been an
easy matter to move prices up 5 or 10 points in a
single day. On the other hand, stocks not subject
to manipulation have either been dormant or been
inclined to sag, and many of these suffered sharp
declines yesterday. High rates for money on call
at the Stock Exchange were an adverse influence the
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early part of the week and aided bear haminering of
the market, though the situation in that respect was
relieved the latter part of the week. On Monday

the Stock IExchange call loan rate was T14% all day, '

but the stock market was apathetic except in the
case of shares which commanded speculative favor.
On Tuesday the call loan rate jumped to 10%, and
on Wednesday the range was 9% to 10% ; on Thurs-
day, however, after renewals had been arranged at
109%, there was a drop in the rate for new loans to
7%. Opportunity was taken to bid up prices, and
this started a covering movement by shorts which
had the effect of strengthening the market all around

and greatly improving its general tone. On Friday !

the further large increa e revealed in the total of
brokers’ loans led to general weakness, and prices
declined sharply all around.

Trading was on a diminished scale until yester-
day, when liquidation swelled the total of the sales.
On the New York Stock Exchange the transactions
at the half-day session last Saturday were 2,140,920
shares; on Monday they were 4,103,530 chares; on
Tuesday, 4,288,250 shares; on Wednesday, 4,003,750
shares; on Thursday, 4,134,460 shares, and on Fri-
day, 4,882,440 shares. On the New York Curb Ex-
change the sales last Saturday were 1,348,100 shares;
on Monday, 1,675,400 shares; on Tuesday, 1,607,800
chares; on Wednesday, 1,522,900 shares; on Thurs-
day, 1,709,600 shares, and on Friday, 1,810,400
shares.

As compared with Friday of last week, prices are
irregularly changed, but mostly lower. United Air-
craft & Transport closed yesterday at 112 against
1217 on Friday of last week; American Can at
17634 against 167; United States Industrial Alcohol
at 221 against 20434 ; Commercial Solvents at 650
against 499; Corn Products at 115 against 1173/ ;
Shattuck & Co. at 67 ex-div. against 58; Columbia
Graphophone at 6234 ex-div. against 6514 ; Brooklyn
Union Gas at 237 against 235; North American at
1705 against 16614; American Water Works at
18334 against 18014 ; Electric Power & Light at 83
against 78 ; Pacific Gas & Elec. at 9334 against 8714 ;
Standard Gas & Elec. at 200 against 195; Consoli-
dated Gas of N. Y. at 167 against 163; Columbia
Gas & Elec. at 12814 against 116; Public Service of
N. J. at 1297 against 12214; International Har-
vester at 129 againct 131; Sears, Roebuck & Co. at
16454 against 1647 ; Montgomery Ward & Co. at 127
against 125%; Woolworth at 1017%; against 97Y%;
Safeway Stores at 18414 ex-div. against 1807%;
Western Union Telegraph at 22014 against 226;
Amer. Tel. & Tel. at 30114 ex-div. against 2873/, and
Int. Tel. & Tel. at 13314 ex-div. against 136%.

Allied Chem. & Dye closed yesterday at 326
against 333 on Friday of last week; Davison Chem-
ical at 53 against 537%; E. L. du Pont de Nemours
at 208 against '2111/4; Radio Corporation at 96
against 10914 ; General Electric at 36714 ex-div.
againet 371; National Cash Register at 1337
against 136; International Nickel at 5875 against
53; A. M. Byers at 14314 against 1341%; Timken
Roller Bearing at 11134 against 10854 ; Warner Bros.
Pictures at 577 against 5834 ; Mack Trucks at 1003
against 10214; Yellow Truck & Coach at 3214
against 351/ ; National Dairy Products at 7634
against 7514 ; Johns-Manville at 21014 against
210%%5; National Bellas Hess at 39 against 3214
Associated Dry Goods at 5114 against 523/ ; Lam-
bert Company at 13414 against 1367 ; Texas Gulf
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Suwiphur at 714 against 6954, and Kolster Radio at
2814 against 32. Notwithstanding the general de-
clines, new high records for the year have been
made during the week in not a few instances, the
list including, among others, the following:

STOCKS MAKING NEW HIGH FOR THE YEAR.,

Industrial and Miscell. (Concl.)—
National Lead
Newport Co. class A
Otis Elevator
Owens-llinois Glass
Pacific Gas & Electric
Peui k & Ford
Philadelphia Co.
Publie Service Corp. of N. J.
Pullman, Inc.
Republie Iron & Steel
Royal Dutch Co. (N. Y. shares)
Simmouns Co.
Southern California Edison
Standard Gas & Electric
Standard Oil of New Jersey
Sun Oil
Thatcher Mfg.
United Biscuit
U. S. Distributing Corp.
U. 8. Industrial Alcohol
Walworth Co.
Weston Elec. Instrument
Worthington Pump & Mach'y

Ruailroads—

Baltimore & Ohio
| Bargor & Aroostook

Louisville & Nashville

{ nidustrial and Miscellaneous—

| Air Reduction
American & Foreign Power
American International
American Telephone & Telegraph
Anchor Cap
Atlantic Gulf & West Indies SS. Line
Auburn Automobile
Best & Co.
Case Threshing Machine
Columbian Carbon
Columbia Gas & Electric
Commercial Solvents
Cutler Hummer Mfg.
Electric Power & Light
First National Stores
General American Tank Car
Harbison Walker Refractories
Hershey Chocolate
Kraft Cheese

The steel shares were pillars of strength early in
the week, led by U. S. Steel, though accounts regard-
ing the steel trade indicated growing quietude; yes-
terday, however, the steel stocks tumbled with the
rest. U. 8. Steel closed yesterday at 23434 against
23514 on Friday of last week; Bethlehem Steel at
122 against 12834 ; Youngstown Sheet & Tube at 135
against 133 bid; Republic Iron & Steel at 1407
against 14155, and Ludlum Steel at 9954 ex-div.
against 94, The motors have moved up and down
with the general market. General Motors closed
yesterday at 73 against 727% on Friday of last week ;
Nash Motors at 8314 against 8414 ; Chrysler at 651/
against 697 ; Packard Motors new at 2934 after the
split-up on a 5-for-1 basis against 1501%; Hudson
Motor Car at 83 against 8134 ; Hupp Motors at 4314
| against 3934. In the rubber group Goodyear Rub-
| ber & Tire closed yesterday at 1077 against 10915 ;
B. F. Goodrich at 719 against 71; United States
Rubber at 5534 against 53, and the preferred at 7734
against 75.

Railroad stocks have been firm even when the rest
of the market was heavy, and many of them are
higher. A favorable bit of news has been an increase
in the dividend on Baltimore & Ohio stock from 6%
per annum to 7%. Pennsylvania closed yesterday
at 10254 against 10234 on I'riday of last week; At-
chison at 28014 against 278; New York Central at
2393/ against 23714 ; Erie RR. at 88 against 88%;
Delaware & Hudson at 21634 against 2173%; Balti-
more & Ohio at 13914 against 143; New IlTaven at
12214 against 11914; Union Pacific at 283 against
280; Southern Pacific at 15034 against 1497%; Mis-
souri Pacific at 915 againet 9134 ; Kansas City
Southern at 10034 against 102; St. Louis South-
western at 9414 against 95%; St. Louis-San Fran-
cisco at 12714 against 12714 ; Missouri-Kansas-Texas
at 5414 against 527 ; Rock Island at 137 against
137; Great Northern at 120 against 122, and North-
ern Pacific at 10734 against 10934.

The copper stocks have yielded easily to pressure.
Anaconda Copper closed yesterday at 12414 against
12514 on Friday of last week; Greene-Cananea at
18614 against 1887 ; Calumet & Hecla at 44 against
44; Andes Copper at 551 against 5634 ; Inspiration
Copper at 44 against 4534 ; Calumet & Arizona at
12614 against 127; Granby Consolidated Copper at
89 against 8134; American Smelting & Refining at
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1189 against 12014, and U. S. Swmelting & Ref. at
5114 against 5194.

The oil shares have also been inclined to sag.
Standard Oil of N.J.closed yesterday at 731/ against
T71% on Friday of last week; Simms Petroleum at
3314 against 3514 ; Skelly Oil at 41 against 421%;
Atlantic Refining at 6234 against 64&; Pan Amer-
ican B at 6394 against 647 ; Phillips Petroleum at
375, against 8734; Texas Corporation at 6614
against 687 ; Richfield Oil at 40%% against 4134;
Standard Oil of N. Y. at 4314 against 4514, and Pure
Oil at 2614 against 2614.

The London Stock Ixchange started the week
with a fairly confident tone, chiefly because of an
accumulation of orders over the week-end. With
these out of the way business slowed down, and most
of the transactions again were concentrated in the
international list, with oil stocks a feature as before.
Gild-edged securities were well maintained. A
slight improvement in sterling exchange gave the
gilt-edge section tone Tuesday also. The market in
general turned dull, however, with only a few in-
dividual features standing out. Renewed fears of an
early increase in the discount rate exercised a de-
pressing effect on gilt-edged securities Wednesday,
and the feeling of uncertainty also affected the more
speculative sections. Cables from Wall Street were
not very encouraging, and this added to the dis-
quietude. The irregular movements were continued
Thursday, notwithstanding the decision to leave
the Bank of Ilngland rate unchanged. British funds
were aided slightly by this development, but the
general list remained unsettled. The Stock Ex-

change was much affected yesterday by the posting
of a notice suspending dealings in ceven securities,

namely, Corporation & General Securities, Oak In-
vestment, Associated Automatic, Retail Trades Se-
curities, Drapery Trust and Wakefield Corporation,
ordinary and 41%%% shares. These stocks comprise
the so-called Clarence E. Hatry group in which vio-
lent declines have taken place. An investigation
was begun into the affairs of the companies, and
news of the development caused sharp restriction of
trading in all sections with declines in the specu-
lative groups.

The Paris Bourse followed an uneven course all
week, with advances and declines about matching
each other. The opening was firm on Monday, but
money rates began to move upward in connection
with the fortnightly settlements and this caused a
reaction throughout the list. A better tendency pre-
vailed Tuesday and many of the i-sues began slowly
to climb again. The volume of trading was small,
however, and the close was somewhat irregular. The
irregular movements were continued in Wednesday’s
session also, with the public showing less and less
interest in the dealings. The market opened heavy
in this cession and advanced slightly in the later
dealings. Fears of a higher discount rate in England
and dearer money in France were general. Thurs-
day’s market on the Bourse was largely a profes-
siona affair. A little buying was noted at the open-
ing, but the transactions soon declined and prices
also dropped. Iixtensive liquidation developed in
yesterday’s market, and weakness was general.

The Berlin Boerse witnessed a general improve-
ment at the opening Monday, with iscues in the
artificial silk and electrical sections advancing from
three to nine points. A number of purchasing orders

from abroad and a speech by the Prussian Trade
Minister regarding a decrease in certain taxes stim-
ulated the general trend. Some of the artificial
silks eased off toward the close, causing uneasiness.
A bad impression was created Tuesday morning by a
prospectus of Dutch Unie (Artsilk) shares, and a
severe break followed in this section of the market.
United Artsilk shares temporarily lost as much as
27 points, and Bemberg followed with a decline of
18 points. Part of the losses were recovered toward
the close. The remainder of the market was de-
cidedly irregular. The attack on the artificial silks
was renewed Wednesday and further severe drops
occurred, but a few intervals of firmness gave traders
some encouragement. The trend was firmer Thurs-
day, with spirited buying in a few issues although
most of the market was rather dull. United Art-
silks, Bemberg and Bavarian Motors led the re-
covery. Toward the close offers were plentiful in
Siemens and I. G. Farbenindustrie. The Berlin
market was irregular in yesterday’s session.

Further disclosures were made in Washington
and London this week regarding the proposed naval
dicarmament conference in which the United States,
(ireat Britain, France, Italy and Japan are expected
to participate. Statements made by Prime Minister
MacDonald and Secretary of State Stimson last
week indieated that a preliminary agreement had
been reached between Britain and the United States
on principles to govern the proposed formal inter-
national conference. It was intimated in Washing-
ton that only one major problem of the preliminary
negotiations remains unsolved and this, it was said,
would be taken up either at the general conference
or else in the discussions with Prime Minister Mac-
Donald when the Britich leader visits this country
in October. Formal statements on the conversa-
tions were promised for the current week. With an
understanding between the two major naval powers
thus apparently assured, attention was directed to
the possible attitude of Japan, France and Italy,
with results that are not entirely reassuring. Japan,
according to Tokio advices, will probably object
strenuously to the application of the 5-5-3 ratio to
cruisers and demand a higher ratio. Numerous in-
timations have been given by France and Italy that
those countries will not agree to any limitation of
submarines. It is believed, however, that these
countries will accept the invitations for a formal
conference which Prime Minister MacDonald is to
issue, and some agreement on limitation of cruisers
and other types of vessels is looked for.

Complete details of the understanding reached
between London and Washington have not been re-
vealed, but enough has been ¢aid on both sides of the
Atlantic to show that the difference still existing be-
tween the two countries concerns the building of
three 10,000-ton cruisers by the United States. “The
remaining question,” a Washington dispatch of last
Saturday to the New York “Timer” said, “is whether
30,000 tons of eruisers which Britain has agreed
that the United States may build in addition to most
of the 10,000-ton cruisers called for in our 15-cruiser
program shall be utilized in constructing three
10,000-ton cruisers with eight-inch gups, or four
cruisers of 7,500 tons or five cruisers of 6,000 tons
with six-inch guns.” The preliminary agreement,
according to this report, provides for reduction in

every category of warships—battle hips, airplane
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carriers, cruisers, destroyers and submarines. De-
stroyer tonnage is to be curtailed to between 125,000
and 150,000 tons, it was said, meaning a cut of nearly
300,000 tons by the United States and more than
200,000 tons by Britain. Little actual serapping is
to be done in any class of vessel, it appeared, since
the reduction is to be accomplished chiefly through
failure to replace vessels which reach the age limit
for retirement. 1In 1936 a further formal conference
is contemplated and further reductions are then to
be made.

“If the preliminary agreement between the two
nations is covered in a treaty,” the report continued,
“there will be considerable disparity in actual ton-
nage in favor of Britain in the respective cruiser
fleets, but the agreement seeks to overcome the seem-
ing advantage of Britain in this class of vessels by
giving the United States a greater number of 10,000-
ton cruisers armed with 8-inch guns, and in providing
superiority in gunfire of the total number of Amer-
ican cruisers of all classes over the total number of
British cruisers. Britain will have more cruisers
than the United States, as she has won her point
that at least fifty of these vessels are necessary to
her defensive and peace police needs, and she will
have a total cruiser tonnage of 339,000, against about
300,000 for the United States. The negotiators have
sought to establish parity in combatant strength be-
tween the two cruiser fleets by giving to the United
States the advantage in the largest type of cruisers
permitted by the Wachington Naval Treaty of 1922,
and in greater gun power.” As compared with the
preliminary agreement now reached, Britain held
out in the abortive Geneva conference of 1927 for
a minimum of 70 cruisers, while the lowest figure
then set for her cruiser tonnage was 450,000. Sub-

marines, under the present agreement, will be re-
tired by the two Governments as they become ob-
Solescent and not all are to be replaced, thus assur-
ing an actual reduction in the present forces of sub-

marines of the two Governments. Destroyer ton-
nage will be cut on the same general principle of not
replacing vessels retired for age.

Additional light on the situation was furnished by
a table, given out by the Naval Intelligence Office in
Washington last Saturday, in which the navies of
the United States, Great Britain and Japan were
compared as to the five classes of ships. This gave
the strength of the three navies in standard or treaty
tons, except for battleships, and gave at a glance the
technical basis upon which the diplomatic negotia-
tions have proceeded. “It revealed,” a “Times” dis-
patch said, “that the cruiser strength of the United
States in vessels built, building and authorized is
300,500 tons, as compared with 401,791 tons for the
British. Through failure to make replacements as
cruisers become obsolete for age or other causes, the
British cruiser strength, under the arrangements
now agreed to, is to be reduced to 339,000 tons. The
United States has in commission 10 cruisers of the
Omaha class, which are listed at 7,500 tons under the
American system of normal tonnage but which dis-
place only 7,050 treaty tons each, and has under con-
struction or authorized and appropriated for, 13 of
10,000 treaty tons each, while 10 more of the latter
class are authorized. Under the agreement now
reached, the United States would retain the ten of
the Omaha class, build 30,000 tons of projected
cruisers as craft of 10,000 tons or less, armed with
eight or six-inch guns, and haye nineteen or twenty

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

cruisers of 10,000 treaty tons each armed with eight-
inch guns. This would make the American cruiser
tonnage probably slightly less than 300,000 tons, or
around 40,000 tons less than the British tonnage
in this class. The difference, in view of the in-
sistence of the United States on parity, is accounted
for through the British having only 15 cruisers of
10,000 tons each, with other cruisers ranging from
9,850 tons to 6,000 tons and less. Great Britain
would, therefore, have a larger number of smaller
cruisers and fewer 10,000-ton cruisers, but a heavier
total tonnage than the United States in this class.”
The table also showed a slight difference in the total
tonnage of the two navies, the American tonnage
being placed at 1,293,972, while Britain was credited
with 1,345,232,

Under the Anglo-American agreement, according
to the Washington reports, a holiday would be de-
clared in building battleships until 1936, thereby
saving the huge costs of construetion, estimated at
$185,000,000 for the United States, which otherwise
would have been called for by each power building
five battleships in the period from 1931 to 1936 with
which to replace eight American and 10 British
capital ships now in commission. In a Washington
special of last Sunday to the New York “Times,” the
further statement was made that the British Govern-
ment, in preparation for a treaty agreement with the
United States, already has begun to withdraw from
active service some of the ernisers which it will be
obliged to scrap prior to 1936, but which have not
yet reached the age limit when, under the prospective
terms of the treaty, they will be retired and their
tonnage replaced in part only. Five British light
cruisers have thus been ordered placed on the dis-
posal-for-sale list, the report added. Fourteen other
British light cruisers, it was explained, will reach
the age limit of retirement by 1936, and they will be
replaced in part only.

These cemi-official intimations from Washington
were largely confirmed in an “inspired” statement
given out to newspaper men by Prime Minister Mac-
Donald in London last Monday. The statement con-
tained the first authoritative information from
British sources regarding the Anglo-American con-
versations. “The British Government’s desire
throughout has been to come to an agreement which
would satisfy the two essential requirements of
parity and reduction in building,” the statement
said. “As a preliminary, every section of the two
fleets was surveyed, including first-class battle-
ships, cruisers, destroyers and submarines. Battle-
¢hips had already been dealt with by the Washington
Conference in 1921 and could be left out of account.”
Cruisers presented the only difficulty in the prelim-
inary exploration, with the only points now remain-
ing undetermined revolving around the total cruiser
tonnage and the use to which the margin of from
24,000 to 30,000 tons can be put. “The position
which has now been reached,” the statement con-
tinued, “is that Great Britain would be perfectly
content with 15 eight-inch gun cruisers of roughly
10,000 tons, with a total displacement tonnage of
146,800, out of a total cruiser strength of 50 vessels.
This would leave 35 cruicers of approximately 6,500
tons each, carrying six-inch guns, and with a total
tonnage of 192,200. 1In the view of the Government
and the Admiralty, this would be a sufficient force
to meet all our responsibilities. The present Amer-
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ican proposal is that she would like 21 eight-inch-
gun cruisers in addition to the 10 vessels of the
Omaha class of 7,000 tons, carrying six-inch guns,
and five new 7,000-ton six-inch-gun cruisers. The
position, therefore, as now under consideration, is
Great Britain with 15 eight-inch-gun cruisers and
35 six-inch-gun cruisers, making 50 in all with a
tonnage of 339,000, and the United States with 21
eight-inch-gun cruisers, 10 Omaha cruisers and five
six-inch-gun cruisers, making 36 cruisers in all, with
a tonnage of 315,000.”

The British statement, like the Washington re-
ports, indicated that the margin of disagreement on
the proposals has been narrowed to three eight-inch-
gun cruisers. “The British Government considers,”
the London statement said, “the American needs
would be met by 18 instead of 21 eight-inch cruisers,
and that is the only point which is now outstanding.
In ministerial circles there is a strong feeling that
this point may not be finally settled until the meet-
ing of the five-power conference.” The British at-
titude, it was specifically remarked, is this: “We
are not going to build against America, and any-
thing America does in the way of expanding her
fleet will meet with no response in the British pro-
gram. But if American building has the effect of
stimulating other countries to build, then, indirectly,
we are compelled to take an interest in American
building.” It was further indicated that if Amer-
ica were to agree to a total of 18 eight-inch-gun
cruicers, instead of 21, then she might fairly ask that
she should use the 30,000 tons necessary to obtain
parity in some other way. “That is a point which

the British Government is fully prepared to con-
sider,” the statement added. Regarding the forth-

coming visit of Prime Minister MacDonald to Wash-
ington, the London statement said this will have for
its object either the settlement of the outstanding
point of the naval diccussions, or else a decision to
leave it over for the five-power conference. It was
also hoped the visit will promote a better under-
standing between the two nations.

“If the other powers agree,” the statement con-
tinued, ‘“the five-power conference will be held in
London, and President Hoover and the British
Prime Minister are both anxious that that gathering
shall be regarded as an adjourned Washington con-
ference, which, in the ordinary way, would not meet
until 1931. It was originally hoped it would be
possible to hold the conference in December, but, as
it was realized it would be likely to last more than
a month, and that it would be inconvenient to break
off the discussions at Christmas, it is now more
likely that the conference will assemble in the
middle of January. Both the British and American
Governments feel the time has come when the naval
powers will probably like to have an opportunity of
considering the whole naval position, including first-
class battleships. The Prime Minister has made it
clear to President Hoover that any agreement ar-
rived at between them must be made subject to any
agreement reached at the five-power conference and
must be in consonance with it. It is clearly under-
stood that whatever may be agreed on now will be
re-examined after the five-power conference. It is
proposed that 1936 shall be regarded as the standard
year by which time England, which now has 58
cruisers built or building, should reach the 50-
cruiser basis. The country’s military commitments
at present are all based on the assumption that there

i, no likelihood of another war for a certain number
of years and 1936 comes well within that peace
period.

“But it is suggested that any agreement now
reached should be reviewed in 1936 when the govern-
ment of the day would be in a position to decide
whether the optimism of the present moment has
been justified or not. If it has not, then there will
still be plenty of time before the end of the peace
period to decide whether the figures now suggested
give the necessary margin of cafety. If the present
satisfactory state of affairs continues until 1936, it
will then be possible to continue the agreement for
a further period of years and to fix another date for
the next revision. It is the view of the Government
that in the past scrapping and replacement of war
vessels has proceeded in a very hap-hazard way, with
the result that there has been no security of tenure
for the men employed in the dockyards. If a naval
agreement is now reached, an effort will be made to
standardize naval shipbuilding over a long term of
years. It is understood that the dominions have
been informed of all stages of the conversations be-
tween the Prime Minister and General Dawes and
that, if the five-power conference it held, all the
dominions will be represented, as they were at the
Washington Conference.”

Comments on these disclosures in the press of both
countries revealed a degree of uncertainty regarding
the actual proposals made in the preliminary agree-
ment for the limitation of American cruiser con-
struction. “Previous official figures had placed our
total projected cruiser tonnage at 305,000,” a Wash-
ington dispatch of Monday to the New York “Times”
said. “The disclosure made authoritatively in Lon-
don today that the United States desired to have
315,000 tons in cruisem; was a surprise, as it was in-
consistent with the contention of this Government
that it desired actual reduction of tonnage in all
classes of warships.” The matter was again re-
viewed in Washington from the standpoint of guns
on 10,000-ton cruisers. Under the British proposal,
it was said, Britain would have 120 eight-inch guns
on its suggested 15 cruisers of that class, and the
United States would have 173 guns of that calibre
on the 18 vessels of that tonnage to which Britain
would restrict the United States. Under the Amer-
ican proposal Britain would have 120 eight-inch guns
on its 15 cruisers of 10,000 tons each, while the
United States would have an even 200 guns of that
calibre. In a formal statement issued in Washing-
ton, Secretary of State Stimson made it clear that
the proposed formal conference probably will not
take place before next January, notwithstanding
previous statements to the effect that it would be
held in December.

Information on the course of the conversations
has been regularly transmitted to the Governments
of Japan, France and Italy, according to statements
made in Washington and London, and as details of
the understanding were revealed comment in the
press of all three countries increased. The pro-
jected general conference was welcomed in Jagpan,
Admiral Takarabe, the Minister of the Navy, re-
marking last Saturday that his country will do
everything possible to make the gathering a success.
He indicated, however, that Japan might ack for a
ratio of 70% of the British and American figures on
cruiser tonnage, instead of 60%, as fixed for capital
ships under the Washington treaty. Officials of the
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French Government made elear during the week
that they are prepared to aceept an invitation to the
five-power naval conference, but in the Paris press
a good deal of perturbation was expressed over the
submarine question and over that of parity with
Italy in auxiliary craft. Accusations were made in
some quarters of an Anglo-American combination
againit France, and protests were general against
the possibility of abolition of the submarine which
France considers vital to her interests. The Italian
attitude has not been diselosed, but the Rome Gov-
ernment was said to favor the French contention on
submarines, and parity with France in auxiliary
vessels.

Brief comments on the negotiations were made
Wednesday by President Hoover in a radio addrees
which was broadcasted from the White House study,
where many preceding Presidents had labored over
their most intricate problems. Every President, Mr.
Hoover caid, has desired to maintain and strengthen
the will of the nation and of other nations toward
peace. “Yet these men have never hesitated when
war beecame the duty of the nation,” he continued.
“And always in these years the thought of our Presi-
dent has been adequate preparedness for defense as
one of the assurances for peace. But that prepared-
ness must not exceed the barest necessity for defense,
or it becomes a threat of aggression against others
and thus a cause of fear and animosity in the world.”
After recounting the advance made toward peace by
treaties of conciliation and arbitration, and the
Kellogg-Briand pact, the President added that the
reduction of arms follows with impelling logic as
still another step in this direction. “Some months
ago I promised to the world that we should further
reduce and limit naval arms,” he said. “To-day we
are engaged in a most hopeful discussion with other
governments leading to this end. These are pro-
posals which would preserve our national defense
and yet would relieve the backs of those who toil
from gigantic expenditures and the world from hate
and fear which flows from rivalry in the building
of warships.”

A halting but significant start was made late last
week on that “final liquidation of the World War,”
which Premier Briand of France visualized more
than a year ago at the last meeting of the League of

Nations Assembly. Out of the arrangements then
privately made by representatives of Britain,
France, Germany, Belgium, Italy, and Japan, have
grown the Young Plan, the Hague conference, and
now finally the withdrawal of the first contingents
of troops from the Rhineland. In accordance with
the understanding reached at The Hague, Britih
troops began to move ont of the Third Zone on Sept.
14, a small detachment from Koenigstein being the
first to go. Other communities will be evacuated
rapidly, and the last of the British troops are sched-
uled to depart on Dec. 13. Belgian troops began
the evacuation on Sept. 16, and Brussels reports
state that the last Belgian soldier is to leave the
Rhineland on Oct. 15. French forces are to evacnate
the Second Zone by Nov. 30, according to informa-
tion given out at the French Army Headquarters at
Mayence. Report: were current early this week that
French troops would be moved into Wiesbaden as
British forces are withdrawn, but these were denied
by the French, the Foreign Office in Paris stating
that only a few soldiers would be detailed to Wies-
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baden on the right bank of the Rhine to act as
orderlies for the Interallied Rhineland Commission,
which is to have its headquarters there.

Further delay was indicated this week in the or-
ganization of the Bank of International Settlements,
which is to be established under the Young Plan.
The subcommittee of The Hague gathering charged
with the details of the formation of this institution
was to meet at Brussels on Sept. 23. Selection of
Jackson E. Reynolds and Melvin A. Traylor had
already been made as the American members of the
commission. A difficulty cropped up, however,
through serious objections by Dr. Hjalmar Schacht
of Germany, to the procedure adopted for naming
and inviting the delegates to the bank committee.
Dr. Schacht issued a statement in Berlin Monday
denying the right of Premier Jacpar of Belgium
to convoke a meeting of the committee in Brussels,
and declaring that he would not accept an invitation
coming from politieal quarters. Instead of Brus-
sels, the Reichsbank head suggested Wiesbaden, or
Paris, as a meeting place for the committee, “or any
other location which would not prejudice the selec-
tion of the future seat of the International Bank.”
He advocated the joint action of the participating
heads of the central banks in eonvoking the meeting
in order to insure the freedom of the proposed bank
from political influences. Obecervers in Paris were
of the opinion that the bank committee will meet
Oct. 2 or 3, but the location has not yet been an-
nounced. Experts of three other subcommittees on
the Young Plan met in Paris Monday but the meet-
ings were formal and short.

All that the League of Nations as an entity can
do toward American adherence to the World Court
was accomplished in Geneva last Saturday, when
the Assembly unanimously and without discussion
adopted the protocel containing the Root formula
for meeting the Senate reservations. By this action
the matter was brought to the final stage. The
remaining formalities must be taken by the United
States on the one side, and by each individual State
now a member of the Court. Signature and ratifica-
tion of the protocol by all the member States, as
well as the United States, is needed for bringing
about American membership. Immediately after
the adoption of the protocol, announcement was
made by Senor Guerrero, President of the Assembly,
that the doecument was open for formal signature.
Delegates of seventeen States affixed their signa-
tures within an hour, dispatches said, and many
others have since done so. At the same session of
the Assembly, another protocol was adopted which
effects revision of the qualifications, duties and
emoluments of World Court judges. The two proto-
cols will be forwarded without delay to Wa: hington
for the consideration of the American Government.
The essential feature of the protocol containing the
Root formula is embodied in Article 5, which reads,
in part: “With a view to insuring that the Court
shall not, without conr ent of the United States, enter-
tain any request for an advisory opinion touching any
dispute or question in which the United States has
or claims an interest, the Secretary General of the
League of Nations shall, through any channel desig-
nated for that purpoce by the United States, inform
the United States of any proposal before the Coun-
cil or Assembly for obtaining an advisory opinion
from the Court, and thereupon, if desired, an ex-
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change of views as to whether the interest of the

United States is affected shall proceed with all con- |
venient speed between the Council or Assembly of |

the League and the United States.”

Important proposals were placed before the
League of Nations Assembly this week in connec-
tion with the far-reaching plan for an economic union
of European States, which Premier Briand of
France first brought before the Assembly two weeks
ago. The Assembly also was called upon to consider
the sweeping principles advocated by Britain for
bringing about a general disarmament agreement
and for “embodying the Kellogg pact in the League
Covenant.” These suggestions excited much com-
ment in League circles, and they made the third
week of the present meeting almost as animated as
the first two weeks. While the discussions were
proceeding, steps were taken by a number of ad-
ditional States for accepting the optional clause
for compulsory jurisdiction of the World Court.
There were also some maneuvers for bringing the
proposed new Bank for International Settlements
under the aegis of the League of Nations,

Unofficial circulation of memoranda on the new
plan for European economic solidarity was begun
at Geneva late last week, and it also was made
known that experts of the economic section of the
League had prepared much information for Premier
Briand on the plan. The proposal made by William
Graham of Britain for a two-year tariff holiday in
connection with the plan came up for official con-
sideration. The French and Belgian delegates joined
the British in a resolution, which was speedily
adopted, asking for an exchange of notes among the

States of the world with a view to securing general
agreement not to raise tariffs for a period of two

years. That this proposal will meet with grave
difficulties was indicated last Saturday when the
Irish and Canadian delegates reserved entire free-
dom of action for their countries. A draft resolu-
tion was submitted to the Economic Committee of
the League Wednesday by a German delegate calling
for negotiations which would allow the Council to
convoke a meeting to frame “the first colleetive
agreement for facilitating and developing economie
relations by all practicable means, especially by
lowering tariff barriers and reducing hindrances to
trade.” The recolution suggested a preliminary con-
ference in January 1930, for the purpose of arrang-
ing the proposed tariff holiday.

The question of connecting the proposed Bank for
International Settlements with the League was
brought up in a resolution submitted to the Assem-
bly last Saturday by the delegates from Norway,
Poland and Denmark. The resolution pointed out
that the proposed bank would go beyond reparations
and affect “the general credit structure of the
world,” with the result that it seems to fall within
the scope of Article 24, which places such institn-
tions under the direction of the League. The As-
sembly was asked, consequently, to express the hope
“that provisions setting up the bank be framed with
due regard to the general principles laid down and
enjoined on the League members in the Covenant
and that arrangements be made to establish appro-
priate relationship with snch consultations as may
be desired for the purpose, which will take due
account of the general public and the world interests
invelved.” The understanding prevailed at Geneva
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this week that a counter-resolution would be placed
before the Assembly by Britain, France and Ger-
many opposing putting the bank under the League,
but agreeing the institution ought to co-operate
with it.

The Assembly’s Committee on Juridical Affairs
was called upon by Sir Cecil Hurst, of Britain,
Tuesday, to com ider making four definite changes
in the League Covenant which it was claimed are
necessary to make the Covenant harmonize with the
Kellogg-Briand Treaty for the renunciation of war.
Peru and Belgium supported the suggestion, but
three delegates from the Scandinavian countries
held the question was so important that a commit-
tee should be appointed to study it with a view to
action at the next Assembly. Sir Cecil then pro-
posed that a subcommittee should be named to con-
sider whether changes chould be made at this ses-
sion, and if not, what further steps should be taken.
This suggestion was adopted.

Principles were brought forward by Great Britain
this week which it was contended should govern
the nations in seeking a general disarmament agree-
ment. The British proposal was delayed in its ex-
pected presentation to the Disarmament Committee
of the Assembly, but Viscount Cecil of Chelwood, in
view of the great interest aroused, handed a draft of
the resolution to the press on Monday. The proposal
finally reached the Disarmament Committee Thurs-
day, and as it dealt with some highly controversial
matters a sharp conflict of opinion promptly de-
veloped. The Assembly was asked in the resolution
to “exprers the hope that the Preparatory Commis-
sion will finish its labors at the earliest possible
moment and considers that in completing a draft
disarmament convention it shonld consider how far
the following principles have been or ought to be
adopted: A, Application of the same principles to
the reduction and limitation of personnel and ma-
terial, whether of land, sea or air forces; B, Limita-
tion of the strength of a force, either by limiting
its numbers or its period of training, or both; G,
Limitation of material either directly by enumera-
tion or indirectly by budgetary limitation, or by
both methods; D, Recognition of a competent inter-
national authority to watch and report upon the
execution of the treaty.” In presenting the pro-
posal Thursday, Lord Cecil admitted frankly that
he expected opposition to paragraph B of the resolu-
tion, but he regarded paragraph C on the limitation
of material as the most important. He was sup-
ported by Count von Bernstorff of Germany, but
quick opposition was registered by Rene Massigli of
France, and General Albert de Marinis of Ttaly.
Baron Sato of Japan declared the time inopportnne
for instructing the Preparatory Commisiion to
change the scope of its program. President Londen
of the Disarmament Commission praised the spirit of
Lord Cecil’s remarks, but dedlared that the Com-
mission would be wiser to await the issue of the
naval negotiations before pursuing the question of
land forces.

The formula prepared by Britain for acceptance
of the optional clawe for compnlsory jurisdiction
of the World Conrt was read Thuriday by Arthur
Henderson, Foreign Secretary. The formmla ex-
cluded disputes with other members of the British
Commonwealth, because these members, “though
international units, individually in the fullest sense
of the term, are united by a common allegiance to
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the crown.” The formula also contained a proviso
enabling disputes to be referred to the Council before
being referred to the Court, so that earlier concilia-
tion procedure may be adopted. Signatures were
thereupon affixed to the optional clause by Great
Britain, France, Czechoslovakia, Peru, New Zealand,
South Africa and India. The two Dominion Gov-
ernments followed the formula adopted by Britain.
Unconditional signature of the optional clause was
given by the Irish Free State last Saturday.

A settlement was finally achieved Thursday in
the stubborn controversy bet¥een French and Amer-
ican film interests, which began last September.
Representatives of the two industries signed an
agreement in Paris continuing the status quo for
one or two years, during which time both sides are
to work out a definite accord upon a principle other
than the quota system which has given so much
trouble. Film theatres throughout France have
been complaining since March of their inability to
obtain the necessary number of American produc-
tions and many cf them reported heavy losses. This
situation will now be remedied, as the American film
men will be permitted to bring into France, free of
all restrictions, an amount equal to 60% of the total
number of films imported in 1927. The Americans
gain their main point in the controversy, according
to a Paris report to the New York “Times.” They
secure a promise from the French not to adopt the
quota theory as a permanent basis for handling the
importation of foreign films, while the French
secure the settlement of an issue which has seriously
embarrassed the French film industry. The agree-
ment in effect continues the seven to one quota upon
which the Americans conducted business until the
end of March, when the American industry as a
unit suspended the sale of all pictures. This was
the industry’s reply to the French scheme for rais-
ing the quota to a four to one basis. It is now con-
sidered likely that a customs or import tax on Amer-
ican films will be the eventual solution. One very
important element in the settlement, it is held, is
the advent of the sound film which has completely
changed the aspect of the world motion picture mar-
ket. “All that remains to make the agreement
effective,” the “Times” dispatch said, “is the endorse-
ment of the French Government’s Superior Cinema
Control Commission.” Since the agreement was
signed in the office of the Under Secretary of State
for Public Instruction and Fine Arts, this is re-
garded as a mere formality.

Announcement was made at the White Houce in
Washington, Monday, of the selection by the Presi-
dent of Harry F. Guggenheim of New York, Presi-
dent of the Guggenheim Fund for the Promotion of
Aeronautics, as Ambassador to Cuba, to take the
place of Colonel Noble Brandon Judah of Chicago.
Mr. Guggenheim’s selection for the post, it was be-
lieved, was largely in recognition of the great part
commercial aeronauties is expected to take in foster-
ing closer relations between the United States and
the countries of Central and South America. The
Cuban Government has already indicated that it
considers Mr. Guggenheim persona grata, and the
nomination is shortly to be sent by Mr. Hoover to
the Senate for confirmation. Something of a stir
was caused in Washington and Havana, Wednes-
day, when it became known that the Senate Foreign
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Relatious Committee had decided to make an inquiry
into charges of ill-treatment of Americans in Cuba.
Rumors have reached members of the Committee,
it is said, that the Government of President Ma-
chado is “running things in Cuba with a high hand.”
One of the principal cauces of the inquiry, Wash-
ington reports made clear, is the claim of an Amer-
ican, Joseph E. Barlow, that he has been defrauded
of valuable property in the heart of Havana. A
sharp statement on the matter was issued by Jose T.
Baron, Cuban Charge d’Affaires in Washington,
Thursday. Senor Baron contended that his coun-
try’s great friendship for America should not be
forgotten because of the complaints of “three or
four individuals of dubious ethics.”

There have been no changes this week in the dis-
count rates of any of the central banks of Europe.
Rates continue at 7149, in Germany; at 7% in Italy;
at 5149 in Great Britain, Holland, Norway and
Spain; 5%, in Belgium and Denmark; 4149, in Swe-
den; and 3149, in France and Switzerland. London
open market discounts for short bills are 514 @5349%,,
against 5349, on Friday of last week, and 5149, for
long bills, the same as on the previous Iriday.
Money on call in London yesterday was 314%.
At Paris open market discounts remain at 314%, but
in Switzerland have moved up from 314% to 334%.

In its statement for the week ended Sept. 18 the
Bank of England shows a loss in gold of £471,581.
As circulation showed contraction of £3,103,000 how-
ever, reserves increased £2,632,000. The rate of
discount remains at 5149,. Public deposits showed
an increase of £4,578,000 while other deposits fell off
£3,528,925. The item of other deposits consists of
bankers accounts and other accounts. The former
decreased £3,113,854 and the latter £415,071. The
proportion of reserve to liabilities is now 29.709%, as
against 53.18%, a year ago. The Bank’s gold hold-
ings aggregate £136,921,000 in comparison with
£176,080,248 for the same week last year. Loans on
Government securities showed a loss of £1,905,000
but those on other securities increased £307,709.
The latter item consists of discounts and advances,
which have declined £158,503 and of securities which
have increased £466,212. Below we show compara-
tive figures of the various items for five years:

BANK OF ENGLAND'S COMPARATIVE STATEMENT.

1929. 1028. 1927, 19260. 1025,
Sept. 18. Sept. 19. Sept. 21. Sept. 22. Sept. 23.
£ £ £ £ £
Circulation....... a361,855,000 133,773,000 135,628,870 138,074,855 142,910,840
Public deposits.... 18,588,000 15,887,000 21,894,220 15,348,124 17,046,742
Other deposits 09,442,201 100,801,000 100,643,959 102,887,734 114,473,425
Bankers' accounts 63,344,434
Other accounts.. 36,097,767
Governm't securities 73,781,855 28,064,000 56,489,626 34,200,473 36,033,822
Other securities.... 27,481,309 44,808,000 40,709,769 68,578,023 75,363,606
Disct. & advances 3,298,964
24,182,345
Reserve notes & coln 35,064,000 62,057,000 34,577,145 36,705,596
Coln and bullion. .. 136,921,000 176,080,248 150,456,015 155,930,451
Proportlon of reserve
to labllities
Bank rate

37,499,235
160,660,075

53.18%
4%%

28.22%
4%%

30.27%
5%

28%%
44 %

20.70%
5% %

a On Nov, 29 1028 the fiduciary currency was amalgamated with Bank of Eng-
land note lssues, adding at that time £234,199,000 to the amount of Bank of Eng-
land notes outstanding.

In its statement of Sept. 14, the Bank of France
reports an increase in gold holdings of 24,043,328,

franes. Total gold holdings now aggregate 39,030,
!518,118 francs which compares with 39,006,474,790
francs last week and only 30,497,163,334, francs the
corresponding week last year. A large decrease was
recorded in French commercial bills discounted
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namely 228,000,000 francs. Bills bought abroad
increased 7,000,000 francs while credit balances
abroad declined 8,000,000 francs. Notes in circula-
tion show a contraction of 311,000,000 francs, reduc-
ing the total of the item to 65,469,527,610 francs,
compared with 65,780,527,610 francs the previous
week and 61,321,775,730 francs the corresponding
week last year. Advances against securities and
creditor current accounts decreased 33,000,000 francs
and 3,000,000 francs respectively. Below we furnish
a comparison of the various items of the Bank’s
return for the past two weeks and also for the cor-

responding week last year:

BANK OF FRANCE'S COMPARATIVE STATEMENT.,
Chanypes Status as of-
Jor Week. Sept. 14 1929. Sept. 7 1929.  Sept. 15 1928.
Francs. Francs. Francs. Francs.
24,043.328 39,030,518,118 39,006,474,790 30,497,163,334
8,000,000 7,220,849,039 7,228,849,039 13,350,009,899

Gold holdings....Ine.
Credlt bals. abr'd_Dec,
French commercial
bills discounted.Dec. 228,000,000 7,793,398,795 8,021,398,795 3.067,869,903
Bills bought abr’d .Ine. 7,000,000 18,580,194,016 18,573,194,016 18,315,528,897
Adv. agst.securs._Dec. 33,000,000 2,447,812,092 2,480,812,092 2,008,266.813
Note circulation._Dee. 311,000,000 65,469,527,610 65,780,527,610 61,321,775,730
Cred. curr. ace'ts_Dec. 3,000,000 19,181,041,946 19,184,041,046 16,071,680,131

The Bank of Germany in its statement for the
second week of September shows an increase of
3,008,000 marks in gold and bullion, raising the
total of the item to 2,186,351,000 marks, compared
with 2,310,133,000 the corresponding week last year
and $1,852,400,000 marks in 1927. Due to a decline
in bills of exchange and checks of 261,418,000 marks
during the week, that the item now aggregates
2,256,818,000 marks. Reserves in foreign currency
showed a gain of 2,461,000 marks, while deposits
abroad remained unchanged. Another decrease was
shown in note circulation, this time of 190,870,000
marks, reducing the total of the item to 4,411,720,000
marks. Circulation in the corresponding week last
year amounted to 4,256,380,000 marks and the year
before to 3,641,971,000 marks. Silver and other coin
increased 5,748,000 marks and notes on other German
banks 5,259,000 marks, while investments remains
unchanged at 92,755,000 marks. Other daily matur-
ing obligations decreased 44,905,000 marks, while
other liabilities gained 1,596,000 marks. Advances
and other assets showed increases of 2,960,000 marks
and 7,803,000 marks respectively. A comparison
of the various items of the Bank’s return for the past
three years is given 'below:

REICHSBANK'S COMPARATIVE STATEMENT.,
Changes
Jor Week,
Retchsmarks.
Ine.

Sept. 14 1020, Sept. 15 1928, Sept. 15 1927,
Reichsmarks. Reichsmarks. Retchmarks.,
3.008,000 2,186,351,000 2,310,133.000 1,852.400.000
Of which depos.abr'd. Unchanged 149,788,000 85,626,000 66.543,000
Res've In for'n curr..Ine. 2,461.000 322,757,000 101,247.000 151,790,000
Bills of exeh & checks.Dec. 261,418,000 2,256,818,000 2,116.391.000 2,290.410,000
Sllver and other coln_.Ine, 5,748,000 120,186,000 94,957,000 78,166,000
Notes on oth.Ger.bks. In¢c, 5,259,000 18,268,000 22,934,000 22,323.000
Advances 2,960,000 55,150,000 69.235.000 64,227,000
Unchanged 92,755,000 93,819,000 92,261,000

7,803,000 583,111,000 515,659,000 528,712,000

Assets—
Gold and bullion

Other Assets
Litabittttes—
Notes in circulation__Dee. 190,870,000 4,411,720,000 4,256,380,000 3.641,971,000
Oth.dally matur.oblig.Dec. 44,905,000 426,504,000 498,213,000 667.955.000
Other liabilities Inc. 1,606,000 354,576,000 252,788,000 404,182,000

Money rates in the New York market reflected,
this week, the stringency occasioned by the Gov-
ernment’s mid-September financial operations. This
influence, superimposed on the steady absorption of
credit in securities speculation, caused a sharp rise in
daily money early in the week, while the decline in
the later sessions was much slower than expected.,
Call loans on Monday were 724% all day, but ac-
cording to dealers, this rate was maintained only by
the free use of Government funds which had been
accumulated in this market. Withdrawals by the
banks were in excess of $40,000,000. Even more
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extensive withdrawals were occasioned Tuesday, by
the need of the banks for adjusting their positions with
the Federal Reserve institution. The ecalls were
estimated at $50,000,000 or more. The demand loan
rate was lifted rapidly to 109 in this session. In
Wednesday’s market the rate fluctuated between 9
and 10%, with bank withdrawals again amounting
to $25,000,000. Requirements were more moderate
Thursday, withdrawals totaling only about $10,000,-
000, and the call loan rate declined from 109, to 79,
in the course of the day. In yesterday’s final money
market session of the week, demand loans were
quoted at 89, throughout. Maturity funds were
marked up early in the week to 99 for all dates, and
no relaxation from this level was reported in the
later dealings. Brokers’ loans against stock and bond
collateral, as reported by the Federal Reserve Bank
for the week ended Wednesday night, mounted a
further $95,000,000, this sum reflecting the absorp-
tion of additional credit by the stock market as bond
borrowings have been extremely light for many
months. Gold movements at the port of New York
for the week ended Wednesday consisted of imports
of $6,185,000, and exports of $186,000. No change
was reported in the stock of gold earmarked for
foreign aecount.

Dealing in detail with the call loan rates on the
Stock Exchange from day to day, all loans on Mon-
day were at 7149, including renewals. On Tuesday
after renewals had again been effected at 7149, there
was an advance to 109, in the rate for new loans.
On Wednesday 99 had to be paid for renewals, while
for new loans the rate was 10%. On Thursday
after renewals had been arranged at 109}, the rate
for new loans dropped to 79%. On Friday all loans
were at 8% including renewals. Time money ruled
unchanged at 834 @99 for all periods on Monday
and Tuesday, but beginning with Wednesday the
rate was mainttained at stiff 99, for all dates.
Commercial paper has continued quiet. Rates for
names of choice character maturing in four to six
months remain nominally at 6@614%, while names
less well known are 614 @649, with New England
mill paper quoted at 614%.

The market for prime bankers’ acceptances devel-
oped considerable activity on Monday and Tuesday
but slowed down somewhat on Wednesday. During
the rest of the week the demand was quite brisk,
especially for 90-day bills, though the requirements
for all maturities were largely in excess of the imme-
diate supply available. Rates have remained un-
changed. The posted rates of the American Accept-
ance Council continue at 514% bid and 549, asked
for bills running 30 days, and also for 60 and 90 days;
534% bid and 54% asked for 120 days and 5549,
bid and 5149, asked for 150 and 180 days. The
Acceptance Council no longer gives the rates for
call loans secured by acceptances, the rates varying
widely. Open market rates for acceptances have also
remained unchanged as below:

SPOT DELIVERY,
—180 Days—
Bid. Asked.
54

—90 Days—

—150 Days—
Bid. Asked,
5% 534

~—60 Days—
Bid. Asked. Bid. Asked,
5% 5% 5%

FOR DELIVERY WITHIN THIRTY DAYS,
Eligible member banks

—120 Days—
Bid. Askeq,
5% / sy

—30 Days—
Bid-  Askeq
5% 534

Prime eligible bilis

Prime eligible bills
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There have been no changes this week in the redis-
count rates of any of the Federal Reserve banks.
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 in
Effect on
Sept. 20.

Federal Reserse Bank. Date
Established.

19 1928
9 1929

July
Aug
July
Cleveland Aug
Richmond

Atlanta. ...
Chicago._ ...
8t. Louls. ..

July 13

July

July

July

May 14 1929
May 6 1929
Mar. 2 1929
May 20 1929
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Sterling exchange continues dull, irregular and
under pressure. The range this week has been from
4.84 1-16 to 4.84 5-16 for bankers’ sight bills, com-
pared with 4.84 1-16 to 4.8434 last week. The range
for cable transfers has been from 4.84 19-32 to
4.84 11-16, compared with 4.84 21-32 to 4.84 25-32
the previous week. The underlying factors of
anxiety are little changed from the past several weeks.
If anything, the pressure against sterling has become
intensified through the further loss of gold by the
Bank of England and by heavy open market gold
purchases presumed to be for American account,
and of course the seasonal pressure is intensified also
by the cessation of tourist expenditures throughout
Europe, which come practically to a close by Sept. 15,
and by the rising volume of BEuropean import bills
against grain and raw material from this side. This
week the Bank of England shows a further loss in

gold holdings of £471,581, the total standing at
£136,921,000 as of Sept. 19, which compares with
gold holdings on the corresponding date last year of

£176,080,248. The Bank of England’s bullion
holdings are now approximately £13,079,000 under
the Cunliffe minimum of £150,000,060.

Ever since July the market has been hesitant and
irregular owing to doubts entertained by bankers from
one Thursday to another, as to the probable action
which the Bank of England might take respecting its
rediscount rate. Each week an advance in the rate
to 614 is expected and traders hold off f.rom tak.ing a
technical position or from active trading until the
Bank’s announcement is made on Thursday. Al-
though in August Montagu Norman, Governor of
the Bank of England, made it known that there would
be no change in the Bank rate for that month, for-
eign exchange traders were nevertheless governed by
doubts and fears as it seemed absolutely imperative
that the Bank would be compelled to advance its rate
in order to protect its gold holdings. This attitude of
hesitancy characterized the market throughout the
present week, but Thursday again passed without
any change in the Bank of England’s official rate of
rediscount. Several weeks ago, it will be recalled,
Mr. Snowden, Labor Chancellor of the Exchequer,
who is reputed to be well-versed in financial mysteries,
made an appeal for keeping the Bank rate down as
long as possible. Recently other leaders of the Labor
party in their speeches have gone out of th_cir way to
discuss the evil effects on industry of an increase in
the Bank of England’s rediscount rate.

Mzr. Ben Tillett, member of Parliament, before the
Trade Union Congress recently characterized as
“outrageous” the increase in the Bank rate made in
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February, when it was advanced from 414 to 5149%,.
These views are regarded as indicative of the general
attitude of business and industry in Great Britain.
However, bankers both here and in London take
the view that the Bank of England is in a position
where action on a higher rediscount rate will be
forced upon the directors within the next two or
three weeks. The opinion is expressed in many quar-
ters that the increase will come by the 1st of Octo-
ber. Those who adopt this view, and it seems to
be held quite generally by financiers, point out that
further weakness in sterling is almost sure to occur
as the month-end approaches. With quotations for
sterling bills in Paris, Berlin and New York already
at levels at which gold imports from London are
profitable, further weakness is almost certain to
cause a movement of metal in sufficient volume to
make a higher rate imperative. The views of the
industrial and general business interests are strongly
in opposition to those entertained in financial circles.
In most responsible banking quarters the opinion
prevails that the retention of the present rate is not
justified by the state of the Bank’s gold reserves or
by the relation of the Bank rate to money rates
ruling in other countries. The hope was felt in Lon-
don for a long time that there would be a material
easing in money rates in New York which would
afford some relief to sterling. But now all hope of
substantial easing in money rates and credit demand
on this side seems to have vanished. London com-
ment says that the demonstration which the Bank of
England is giving of its apparent wish fto avoid in-
creasing its rate of rediscount at almost any cost is
reassuring so far as it goes. Nevertheless many
practical bankers take the view that action by the
Bank is long overdue and that a higher Bank rate
would in all respects be preferable to the state of
uncertainty which is at present hindering financial
business and the foreign exchanges. From the point
of view of the London bankers, therefore, there is
still a possibility that the step will be taken, not-
withstanding the widespread opposition.

One London banker last week commented to
the effect that although it would be greatly to Wall
Street’s advantage that the Bank of England should
not put up its rate, American bankers are consider-
ably increasing the chance of such a change by their
withdrawals of gold from London. It is admitted,
however, that so long as any profit is to be had in
thus withdrawing gold, New York financial houses
will continue to take it. It is recognized in many
quarters that insofar as New York banks avoid
taking gold directly fron the Bank of England’s
reserves and confine their purchases to gold arriving
in the open bullion narket, they will be minimizing
the danger of a higher bank rate.

On Saturday the Bank of England exported £3,000
in sovereigns. On Tuesday the bank sold £1,725
in gold bars. On Wednesdays the Bank of England
sold £226,995 in gold bars. This withdrawal is
understood in the London market to have been for
shipment to France. On Thursday the bank sold
£1,724 in gold bars. On Friday the Bank sold
£164,741 in gold bars. Regarding the open market
gold, London bullion brokers reported that of the
£850,000 available on Tuesday the trade and India
took £150,000 and the remaining £700,000 was taken
for shipment to New York at a price of 84s. 11}4d.
Next week £500,000 in sovereigns and £10,000 in un-
refined bars will be available. The following week
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there will be £788,000 in refined bars and £22,500 in
unrefined bars available.

At the Port of New York the gold movement for
the week Sept. 12-Sept. 18, inclusive, as reported by
the Federal Reserve Bank of New York, consisted of
imports of $6,185,000, of which $3,570,000 came from
Bolivia, $2,537,000 from England and $78,000 from
Latin America. Gold exports consisted of $186,000
to Mexico. There was no change in gold earmarked
for foreign account. In tabular form the gold move-
ment at the Port of New York for the week ended
Sept. 18, as reported by the Federal Reserve Bank,
was as follows:

GOLD MOVEMENT AT NEW YORK SEPT. 12-SEPT. 18, INCL.

Ezports.
$186,000 to Mexico

Imports.
$3,570,000 from Bolivia
2,537,0 0 from England
78,000 chiefly from Latin Amer.

$6,185,000 total $186,000 total

Net Change in Gold Earmarked for Foreign Account.
None

Canadian exchange continues at a discount. On
Saturday last Montreal funds were at a discount of
34 of 19, noon figures, on Monday at 11-16 of 19;
Tuesday and Wednesday at 24 of 19,; Thursday at
25-32 of 1%, and on Friday at 27-32 of 19],. The
weakness in Canadian exchange is due largely to
the high money rates prevailing in New York, but
is to be attributed mainly to the unfavorable com-
modity import balance of Canada with respect to the
United States. Canada has now become the nation
of first importance in receiving United States exports.
Department of Commerce figures for the fiscal
year ended June 30, recently published, show. that
United States exports to Canada amounted to
$988,000,000, while in the same time our imports
from Canada amounted to $505,000,000. The
recent action of the Federal Reserve Board and the
United States Department of Commerce in under-
taking to work out a plan that will assure the accept-
ance here of Canadian currency practically at par
instead of, as formerly, at a discount of from 39,
to 159, in some parts of the country, will not be
important in its effect on Canadian exchange. Large
business transactions between this country and the
Dominion have always been carried on at the pre-
vailing rate of exchange. Heretofore only individuals
or small tradesmen have suffered inconvenience
through theé cwrency being at large discounts.
Under the new plan, however, the Federal Reserve
Bank will bear the cost of transit and exchange
Canadian bills for United States currency at current
exchange rates. Banks and smaller communities,
particularly along the border, will thus be able to
accept Canadian currency without fear of loss.

Referring to day-to-day rates, sterling exchange
on Saturday last was inclined to ease in the usual
dull half session. Bankers’ sight was 4.84 1-16@
48417 cable transfers, 4.8454@4.84 21-32. On
Monday the market was steady. DBankers’ sight
was 4.8414@4.84 5-16, cable transfers 4.84 21-32@ |
4.84 11-16.
steady. Bankers’ sight was 4.8414(@4.84 5-16, cable
transfers 4.84 11-16.

for bankers’ sight and 4.84 19-32@4.84 21-32 for
cable transfers. On Thursday the market was dull !

and steady. The range was 4.84 1-16(@4.84 5-16
for bankers’ sight and 4.84 19-32@4.84 21-32 for
cable transfers.
steady; the range was 4.84 1-16@4.8414 for bankers’ |

On Tuesday the market was dull and '2.310,133,000 marks.

l
|

sight and 4.84 19-32@4.84 21-32 for cable trans-
fers. Closing quotations on Friday were 4.84 5-32
for demand and 4.84 19-32 for cable transfers.
Commercial sight bills finished at 4.84 1-16, sixty-
day bills at 4.7914, ninety-day bills at 4.77, docu-
ments for payment (60 days) at 4.7914, and seven-
day grain bills at 4.8314. Cotton and grain for
payment closed at 4.84 1-16.

The Continental exchanges show little change from
recent weeks. The weaknessin sterling exchange and
the uncertainties regarding the British Bank rate
have resulted in a dull market for most exchanges, as
all transactions have been influenced by the hesitancy
arising from the London situation. With respect to
dollars, most of the exchanges show a weaker under-
tone, which is of course largely a seasonal matter, and
all the European currencies reflect the practical cessa-
tion of the American tourist season. French francs
are relatively steady and conditions are largely un-
changed from recent weeks.  As noted above, France
continues to take gold from London. This week the
Bank of France shows an increase in gold holdings of
24 043,378 francs, bringing the Bank’s total gold to
39,030,518,118 francs. the highest in the history of
the Bank. The foreign exchange market in Paris
expects the sterling-franc rate to weaken still further
as the end of the month approaches, so that-more gold
may be expected to be lost by London to Paris, al-
though in compliance with the wishes of the Bank of
England, big buyers of gold are not expected to enter
the field unless the margin of profit becomes much
larger. The conditions in the Paris money market
are unchanged, although the general volume of sup-
plies has increased slightly. The outside discount
rate remains around 3%%, with call money at 39%.
The ease is an obvious result of the discount policy of
the Bank of France.

German marks have been irregular and dull, with
a slightly easier tone in New York. The ease in
marks is largely a seasonal matter. The drop in
tourist expenditures is reflected in the exchange rate
and the high money rates in New York have of course
greatly diminished transfers of loans and business
credits from this side. There is a cheapening ten-
dency in Germany’s home interest rates and Berlin
bankers consider that after the crop financing period
has ended money will become considerably cheaper,
though only on condition that the London Bank rate
remains unchanged. The Reichsbank has no present
desire to buy gold in London since it fears that fur-
ther gold exports from that centre must ultimately
force the Bank of England to raise its rate of redis-
count. Dr. Schacht, Governor of the Reichsbank,
realizes, however, that a renewal of the so-called em-
bargo on gold purchases would discourage com-
modity exports. The gold reserves of the Reichs-
bank on Sept. 14 totaled 2,186,351,000 marks, an
increase over the previous week of 3,008,000 marks,
and compares with total holdings on Sept. 15 1928 of

The London check rate on Paris closed at 123.85

On Wednesday sterling was | on Friday of this week, against 123.91 on Friday of
under pressure. The range was 4.84 31-32(@4 .84 5—16 last week.

In New York sight bills on the French
center finished at 3.91 1-16, against 3.91 on Friday
a week ago; cable transfers at 3.91 5-16, against
3.9114; and commercial sight bills at 3. 90 13-16,
‘against 3.90 11-16. Antwerp belgas finished at

On Friday sterling was agam 13.8914 for checks and at 13.9014 for cable transfers,

against 13.89%% and 13.9014 on Friday of last week.
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Final quotations for Berlin marks were 23.80 for
checks and 23.81 for cable transfers, in comparison
with 23.7914 and 23.8014 a week earlier. Italian
lire closed at 5.22 13-16 for bankers’ sight bills and at
5.23 1-16 for cable transfers, against 5.2234 and
5.23 on Friday of last week. Austrian schillings

closed at 1414 on Friday of this week, against 1414
on Friday of last week. Exchange on Czechoslovakia
finished at 2.9614, against 2.9614; on Bucharest at
0.5914, against 0.5914; on Poland at 11.23, against
11.23; and on Finland at 2.52, against 2.52. Greek
exchange closed at 1.291% for checks and at 1.2934
for cable transfers, against 1.2914 and 1.2934.

The exchanges of the countries neutral during
the war show little change from a week ago. Hol-
land guilders have been displaying a slightly firmer
tone. The market on the whole has been dull and
for the greater part the firmness in guilders was
confined to trading in the early part of the week.
The market is not inclined to attach any special
significance to the improved tone in guilders. There
has been some firming of the Amsterdam money
market in the past month, which is regarded as a
sufficient explanation of the recovery from the low
levels of the year. The initial improvement of the
situation several weeks ago is understood to have
been the result of buying by the central bank, the
Netherlands Bank, but this is now thought to have
ceased. The major part of transactions in guilders
this week have ranged from around 40.0715 to
40.09%4 for cable transfers. This compares with
dollar parity of 40.20 and with a low for the year
of 40.04 and a high of 40.2114. The Scandinavian
exchanges have been quiet, inclined to reflect the
weakness in sterling and the cessation of tourist
expenditures. Spanish pesetas have been steady,
due largely to the support of the Madrid foreign
exchange committee.

Bankers’ sight on Amsterdam finished on Friday
at 40.0714, against 40.051% on Friday of last week;
cable transfers at 40.0914, against 40.071%; and

commercial sight bills at 40.04 against 40.02. Swiss |

franecs closed at 19.26 for bankers’ sight bills and at
19.27 for cable transfers, in comparison with 19.2514
and 19.2614 a week earlier. Copenhagen checks
finished at 26.601% and cable transfers at 26.6213,
against 26.61 and 26:63. Checks on Sweden closed
at 26.7614 and cable transfers at 26.781%, against
26.7614 and 26.781%; while checks on Norway
finished at 26.601% and cable transfers at 26.6215,
against 26.62 and 26.64. Spanish pesetas closed at
14.76 for checks and at 14.77 for cable transfers,
which compares with 14.74 and 14.75 a week earlier.

The South American exchanges have been steady.
Argentine exchange has not responded noticeably
to the heavy gold shipments to London and New
York during the past few months, but is nevertheless
inclined to show a better tone, although labor
troubles and business demoralization consequent
upon them are still affecting exchange. The market
looks for a firmness in the peso despite unsettled
business conditions there, as Argentine wheat ship-
ments are far above the volume of last year, according
to reports received by some bankers here. Argentine
paper pesos closed on Friday at 41.93 for checks,
as compared with 41.95 on Friday of last week; and
at 41.98 for cable transfers, against 42.00. Brazilian
milreis finished at 11.86 for checks and 11.89 for
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cable transfers, against 11.86 and 11.89. Chilean
exchange closed at 12.10 for checks and at 12.15 for
cable transfers, against 12.10 and 12.15; and Peru
at 3.98 for checks, and 3.99 for cable transfers, against
3.98 and 3.99.

The Far Eastern exchanges are irregular. The
Chinese quotations reflect the operations of Chinese
bear interests in the silver market. For more than a
week Chinese speculators in Hong Kong, big oper-
ators in the silver market, have turned from the bull
to the bear side on the metal, and their aggressive
selling is the chief factor in breaking the price down to
the lowest level in a decade. The London price for
bar silver has averaged this week around 2314d. and
the New York price around 5014 cents. The Indian
bazaars have also been selling silver, but at the low
prices now prevailing it is understood that they have
become buyers again. Japanese yen are showing a
firmer tone. The firmness in the yen is attributed
largely to a distinetly better foreign trade tendency
during the past few months. Exports for August
amounted to 219,000,000 yen, yielding an export
trade balance of 62,000,000 yen, an increase of 29,-
000,000 yen in the balance over the same month last
year. Japan has experienced large increases in trade
balances with China, especially with Southern and
Central China, and this gives proof that the efforts
of the Chinese Government to lessen anti-Japanese
propaganda are meeting with success. Uncertainties
which have existed recently with regard to the course
which the Japanese Government may be expected to
pursue in the matter of the gold embargo have now
apparently been cleared up. The Finance Minister
has issued a statement declaring that the embargo
will not be removed during the remainder of 1929, at
least. It is generally expected that the Diet will be
dissolved in January and that the Hamaguchi Gov-
ernment will call for a general election with the hope
of obtaining a majority in the newly elected body.
It has not, at the present time, anything like control
FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE

BANKS TO TREASURY UNDER TARIFF ACTS OF 1922
SEPT. 14 1929 to SEPT. 20 1920, INCLUSIVE.

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

Sept. 18,

Country and Monetary
Unit,

Sept. 14. | Sept. 16, | Sept. 17. Sept. 18. | Sept. 20.

EUROPE—
Austria, schilling
Belgium, belga
Bulgaria, lev {
Czechoslovakia, krone| .029590
Denmark, krone 266179
England, pound ster-

ling 4.846238
Finland, markk -| 025138
France, franc. - | 039113
Germany, relc! ark| .238005
Greece, drachma_____| .
Holland, guilder
Hungary, pengo
italy, lira
Norway, krone.
Poland, zloty . .
Portugal, escud,
Rumania, leu. .
Spaln, peseta. .
Sweden, krona
Switzerland, franc...| .102
Yugoslavia, dinar____| .0175%

ASIA—
China—

Chefoo tael

$
140715
138931
007237
029507
266157

4.846175
025150

$
140695
138931
007242
029595
.266169

846089
025150
.039120
238036
012915

$
140754
.138018
007225
.020593
266193

816468
025153
030126

$
140762
138932
007222
.029505
266195

1.846444
025157
039127
.238033
012916
400851
174409
.052289

S
140767
138923
.007222
029595
.266169

.846473
025155
L039117
238010
012017
400745
174396
.052287
266215
112105

2380

012917
400893
174386
052293
.266225
111870
.044840
005939
147415
267773
102665
017552

017561 017567

b76875
569531
553732
LE87708
475000
307016

400416
307500
360485
474421
558916

092316
099175
4813833
980609

953314
118509
120725
073002
963900

5675625
568006
5564017
686041
A75142
307187

308750
305833
360414
476681
559016

992085
099175
484000
989250

053285
118554
120722
074811
963900

575625
.569531
554812
586458
475392
398750

400416
397500
.360357
472467
558950

092673
099175
484500
990078

953527
.118586
120725
073277
963900

681041
576093
559517
591458
476428
401250

402500
400000
-| 360357

469459
558750

092316
-| 999175

483700
996000

053461
118563

575625
569218
554803
586458
474892
397500

300166
.395833
.360437
A71768
558016

992718
999175
A84125
990789

1953560
118581
120725
073652
.963900

553064
690833
A75785
3908281

400208
307291
360485
AT7725
558050

9901121
.999175
484325
088671

0563310
118563
120723
0756436
063900

Shanghal, tael.
Tientsin tael
Hong Kong dollar. .
Mexican dollar. ...
Tientsin or Pelyang
dollar .
Yuan dollar. .
India, rupee
Japan, yen
Singapore (S.8.) dollar
NORTH AMER.—
Canada, dollar.
Cuba, peso.. ..
Mexico, peso.....
Newfoundland, dollar
SOUTH AMER,—
Argentin , peso (gold)
Brazil, mlirels
Chlle, peso. ...
Uruguay, peso.
Colombia, peso.
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in Parliament. Until the political position of the

‘Government is consolidated, it must withhold action !
on its financial program, which may be expected to

encounter difficulties from the Opposition. Closing
quotations for yen checks were 47.77@47 7%, against
46.92@47 1-16 on Friday of last week. Hong Kong
closed at 47.77@A48 1-16, against 4774@48 3-16;
Shanghai at 5524@5534, against 5614 @56 5-16;
Manila at 4934, against 4934; Singapore at 5614,
against 56 14@5614; Bombay at 3614, against 3614,
and Calcutta at 3614, against 3614.

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 dis-
continue the publication of the table we have been
giving for so many years showing the shipments and
receipts of currency to and from the interior.

As the Sub-Treasury was taken over by the Fed-
eral Reserve Bank on Dec. 6 1920, it is also no longer
possible to show the effect of Government operations
in 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 BANK
AT CLEARING HOUSE.

Saturday,
Sept. 14.

Monday,

Tuesday, |Wednesd'y,| Thursday,
Sept. 16. 7

Sept. 17. | Sept. 18. | Sept. 19.

$
277,000,000

Friday,
Sept. 20.

Aggregate
Jor Week.

s s l s s
222,000.0001 202,000,000 187,000,0c0] Cr. 1,275.000,000

Note.—The foregoing heavy credits reflect the huge mass-of checks which coma
to the New York Reserve Bank from all parts of the country in the operat.on of
the Federal Reserv em's par collection scheme. These large credit balances,
however, reflect only part of the Reserve Bank's operations with the Clearing
House institutions, as only the items payable in New York City are represented
the daily balances. The large volume of checks on institutions located outside of
New York are not accounted for in arriving at these balances, as such checks 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.

$ $
181,000,000{ 206,000,000

The following table indicates the amount of bul-

lion in the principal European banks:

Sept. 19 1929, Sept. 20 1928,

Banks of-

Gold. Stleer. | Total. Gold. Silver. | Total.

| £ £
'136,921,000{176,080,242
(312,244,1441243977307
€994,600:1( 2,750(111,725,350
28,523,000/131,117,000/104,341,000
5 7,000/ 54,093,000
2, 306,243,000
22,993,000
17,970,000
) 12,740,000
10,098,000
8,163,000

£

176,080,242
243,977,307
€994,600/112,719,950
27,995,000/132,336,000
54,093,000
38,113,000
24,243,000
20,087,000

-| 12,740,000
10,703,000
8,163,000

£

England - .|136,921,000
France.. a|312,244,144]
Germany b{101,828,150
Spaln. .. .[102,594,000

55,797,000
Netherl' ds| 36,929,000
Nat. Belg..

29,171,000
Switzerl ’ 4 20,273,000
Sweden...

Denmark .
Norway ..

1,643,000] 38,
1,270,000( 30,
1,313,000 21

8,153,000

Tot. week.|826,951,294| 34,152,600(361,103,89 9] 34,831,600/ 3: 5,499
Prev. week|834,367,529] 34,555,600]368,923,129] '05 35,116,600|330,970,382

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Gold holdings of the Bank of Germany are exclusive. of gold held
abroad, the amount of which the persent year is £2,481,300. ¢ As of Oct. 7 1924.
d Silver is now reported at only a trifling sum.

The Complications of Armament Reduction.

Now that the British Prime Minister, J. Ramsay
MacDonald, has fixed the date on which he will gail
for America, it seems safe to assume that the in-
formal conversations between Washington and Lon-
don about the reduction of naval armaments have
gone far enough to make some kind of an agreement
probable. It must be said, however, that the news-
paper reports of the past few weeks regarding what
was being said or planned have been extremely con-
fusing, and at times entirely contradictory. Two
striking examples of the confusion which still
gseems to surround the subject have appeared within
the past few days. On Monday a long “inspired
statement” was given out at London purporting to
summarize the state of the Anglo-American negotia-
tions, only to be challenged at Washington as in-
correct regarding some of the American figures. As
late as Wednesday the Washington correspondents,

none of whom appears to have been given specific of-
ficial information, were busy with explanations of
the alleged discrepancy. On Tuesday a London dis-
patch announced that Mr. MacDonald had issued in-
vitations to IF'rance, Ttaly and Japan to take part in
a five-Power conference, to be held at London in the
third week of January, and that similar invitations
would be issued by the United States. On Wednes-
day it was announced from Washington that the
United States would not join in the invitation, but
would leave Great Britain as the sole sponsor of the
conference, while a London dispatch of the same
date to the New York “Herald Tribune” stated, on
the authority of “British official cources,” that “no
invitations have been issued and that no decision
has been taken as to the precise time and place of
the meeting.”

Out of the medley of figures with which the news-
paper dispatches have continued to be filled (figures
which mean little or nothing to the average reader
and are not always accepted even by the naval ex-
perts) one or two points of importance can appar-
ently be disentangled. The long and complicated
statement given out at London on Monday seems to
make it clear that the so-called parity of naval
i trength between the United States and Great Brit-
ain can not be attained for a number of years, per-
haps in 1936, and that while Great Britain stops or
reduces building and scraps a number of vessels, the
United States will continue to build. The American
construction, it would seem, is expected to consist of
so-called small cruisers of less than 10,000 tons. If
this interpretation is correct, it indicates a complete
reversal of the position taken by the United States
at the Geneva conference, where the United States
declined to accept the small cruiser proposal of
Great Britain on the ground that the long distances
between the continental United States and its over-
seas pocsessions, joined to the relatively few and
widely separated American coaling stations, neces-
sitated large cruisers of wide cruising range.

It has been suggested that the controversy has
now been narrowed to the question of three Amer-
ican cruisers, or approximately 30,000 tons. If such
is the case, it should be possible to reach an agree-
ment on that point without great difficulty. Here
again, however, the figures are contradictory. The
tonnage displacement of the American cruicers, as
measured by the British, does not agree with that
given out by the Navy Department, and the Navy
Department itself has changed its figures. Ambas-
sador Dawes, in the speech at London a few weeks
ago in which he explained the idea of the Hoover
“yardstick,” said very truly that if an agreement
about naval reduction was ever to be reached, the
terms must be so plain that they could be understood
easily by the man in the street, and that complicated
formulas would be meaningless. Whether or not
the yardstick method has been abandoned is not
quite clear, but unless the same method of calculat-
ing tonnage is followed by both parties, it is ob-
viously impossible for either the British or the
American public to appraise the importance of the
disputed 30,000 tons or any other similar figure that
may be named.

It was not to be expected that a solution of the
problem of armament reduction would be easily
found, and a good deal of allowance is to be made
for the very great difficulties of an exceedingly com-
plicated situation. If Mr. Hoover and Mr. Mac-
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Donald appear now to have been somewhat too op-
timistic when they first tackled the undertaking,
they erred on the side of generosity and a strong de-
sire to give to the world prompt relief from a heavy
burden, and it is earnestly to be hoped that they may
still meet with a substantial measure of success.
The approaching visit of Mr. MacDonald should help
much to clear away misunderstandings. There are
other aspects of the matter, however, not quite so
fully in their control, that already cast their shadow
over the proposed international conference, and
make the outlook for a five-Power agreement some-
what uncertain.

Lord Cecil, for example, the well known British
champion of the League of Nations, has been urging
strongly at Geneva affirmative action by the League
on a resolution which, if it were adopted, would
launch the League on the consideration of a program
of wholesale reduction of armaments, by land as well
as by sea, air forces as well as national reserves.
It was this same proposal that did much to disrupt
the disarmament discussions at Geneva some two
years ago, and the renewed opposition of France and
Italy indicates that if all the aspects of the arma-
ment situation are to be taken up together, with the
relative importance of standing armies and reserves
balanced over against the relative weight of air and
naval strength, it will be a long time before arma-
ments of any kind are reduced anywhere. Practical
considerations indicate that a beginning had better
be made where the danger of competitive increase is
greatest, namely, in the naval sphere. By the time
something has actually been accomplished in that
field, much should have been learned about how best
to overcome the difficulties of doing something in
the others.

There is still irritation, too, over the arrangements
for the conference, and much uncertainty regard-
ing the probable attitude of France, Italy and Japan.
The French press has become increasingly outspoken
during the past two or three weeks at the likelihood
of a preliminary agreement between Great Britain
and the United States, and a number of the leading
Paris journals have declared with some asperity
that France must not be expected to say “me too” to
the Anglo-American plans, and consent as a matter
of course to adapt its own plans to them. Japan, on
its part, is reported as dispoced to ask for some in-
crease in the proportion of heavy war vessels as-
signed to it under the 5-5-3 Washington ratio, suf-
ficient to give it from 10,000 to 20,000 additional
tons.

The explanation of the French and Italian at-
titude is not difficult. Both France and Italy rank
as great Powers, and the proposal to call them into
conference only after Great Britain and the United
States have agreed upon a joint program appears to
them rather cavalier. Both of those Powers, also,
with relatively long coast lines to defend, are stal-
wart champions of the submarine, a type of vessel
which Great Britain has openly declared it would
like to see abolished. Each of the two Powers is at
the present time engaged upon an extensive program
of naval building, a program dictated in part by the
supposed needs of defense, but also by Franco-
Italian rivalry for the control of the Mediterranean.
Great Britain, on the other hand, is vitally interested
in the Mediterranean becauce of Egypt, Palestine
and the Suez Canal, and there have been recent re-
ports of considerable anxiety in British naval circles

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

over the rapid growth of the Italian and French air
forces. Spain, now apparently resigned to the
virtual dictatorship of Primo de Rivera, is reported
to be planning some naval expansion, and the posi-
tion of Spain is a matter of importance to all the
other Mediterranean Powers. If, as Washington
and London dispatches and statements announce,
the object of a conference is to agree upon methods
of applying some kind of a “yardstick” to all classes
of naval vessels, so that reductions in one class may
parhaps be balanced by permitted increases or the
maintenance of present strength in others, the de-
mands of France, Italy, and perhaps Spain for sub-
marines and.light cruisers may well prove difficult
to adjust.

The reported desire of Japan for some increase in
naval tonnage appears to be of less importance in it-
self than because of its possible effect upon an agree-
ment by the other Powers. Japan has shown itself
in general distinctly favorable to the idea of reduc-
tion, and its conciliatory attitude on a number of
occasions has won it esteem. Not much is heard to-
day about the purpose of Japan to make itself the
dominant Power in the Pacific, and an influential
section of Japanese opinion has of late been demand-
ing a considerable curtailment of military and naval
expenditures in the interest of economy. All thiugs
considered, Japan should be a help rather than a
hindrance to an international agreement.

Mr. Hoover was assuredly right in referring, in
his radio talk on Wednesday, to the widespread hope
that the negotiations for armament reduction may
succeed. It would be a calamity if they failed. If
something substantial does not come out of the pres-
ent negotiations and the conference that is con-
templated, the American Administration may lose
prestige while the position of the British Labor
Government will perhaps be rendered precarious.
Noone who is interested in the peace and welfare of
the world wishes to see either of those things happen.
I't seems proper to suggest, however, that the support
of public opinion in both countries would be further
assured if clear and simple statements, authoritative
in character and free from technicalities and con-
tradictions, could soon be made publie, so that it
may be known exactly what is being proposed and
what the debatable issues really are.

The Country Banker—An Indispensable Factor.

All roads lead to the bank. And in the country
town the banker is a marked figure in the com-
munity. He is a man of good character, of pleasing
address, of business ability, of helpful disposition.
Consulted on civie problems, he is usually aloof from
active politics. Contrary to what seems to be a
current belief in some quarters, he is not in the
modern sense a promoter. His chief interest is his
bank; and while he works constantly for the growth
and upbuilding of his town and county, he avoids
participation in schemes that promise quick returns
and large profits. When he does take stock in an
enterprise he has assured himself that it is one of
merit, stability’ and communal benefit. He does
this as one citizen among others, and avoids en-
tangling his bank in propositions that have a largely
speculative outcome. For his bank is a landmark
and a lighthouse, and he realizes his responsibility
as its keeper. His name is sought to head the list
of many a political, social, and business undertak-
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ing, but he hesitates and ponders long before yield-
ing to the strenuous colicitation. He feels strongly
the trust imposed in him as banker—and acts
accordingly.

Every day except Sundays and holidays he is at
his desk at the bank. Yet he knows all and sees all
that is going on in a business way in the territory
his bank serves. Farmers, merchants, trades work-
ers, teachers, lawyers, doctors, any and all men,
consult him as to their private business affairs.
And he responds within the limits of his occupation.
Outside of the financial statement necessary to the
granting of a bank credit, he invites no special con-
fidences and betrays no secrets. The ledgers and
books of his bank are to him a history of the busi-
ness life of his customers. It has come to be recog-
nized that it is well to secure his confidence by
upright dealing, close attention to business, prompt
payment of obligations, saving and thrift in personal
conduct, and fidelity to the one bank chosen for
deposits and loans. The recipient of such confidence
must not abuse it. In this sense the banker is the
bank. Sometimes those who are thoughtless regard
him as stern and unfeeling, but as the years go by
and the bank stands as a rock even to those who have
possibly been refused accommodations realize that
what is necessary to the bank is good for them-
selves.

Let us pause here for a moment to consider the
cause of the failure recently of many country banks
in parts of the country. As all roads lead to the
bank, so the bank’s influence rays out into the sur-
rounding country. There is a sympathetic atmos-
phere in the environs that affects people and bank.
An unlooked-for, an unprecedented war, invaded the

normalcy of the vast reaches of our interior country.

Prices rose to extreme heights. According to the
kind and nature of the business engaged in, what
seemed to be unwonted prosperity gripped the
thought and efforts of the people. They undertook
enlargements never before attempted. Land booms
arose. Credit rapidly expanded. Business went
quickly to a high level. Deposits increased in the
banks. Then came the relapse. Some banks, hard-
pressed by the insidious inflation, over-extended in
credits, unwary of the constant necessity of liquid
assets, collapsed and were compelled to close their
doors. In truth, the people and their banks, being
one in operation and conduct, failed to foresee the
inevitable depression. But a big majority of the
banks stood firm. The debacle was no more the
fault of<the banks than of their patrons.

But this is a digression. The country banker
possesses the respect and esteem of the community
and the goodwill of his customers; else he could not
hold his place and bring custom to the bank.
Usually he, and one or two others of the active office
force, owns a majority of the stock of the bank. He
elects himself, and is a man of means vitally inter-
ested in the success of the institution. He is a fix-
ture in the community, has most likely come into
his place from long service in some other business
or in some profession. He has built up a character,
made friends, and gained prestige in advance of his
incumbency.  All these elements are necessary to
his career. And he, therefore, has knowledge of
men and measures which are indispensable.

Let it be admitted that in the technique of city
banking he is not an expert. But the business of a
country banker is to make good loans, keep the
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bank’s assets in liquid form, and hold a cash reserve
adequate to all calls that may be made upon the
bank, and he does this best by intimate association
with the men and women of the town and county in
their business affairs, and not by his knowledge of
outside or city banking.

There are thousands of these country bankers
scattered throughout the States. They are respon-
sible for a clerical force of several hundred thou-
sands more. All are citizens, established men and
women who are the pride and aid to those they live
among. They are not here to-day and gone to-mor-
row. Without mixing in politics or trying to run
the town, or promoting get-rich-quick schemes out
of which themselves to make a fortune, they do their
full duty as citizens, resident property holders, ad-
visers to those who seek advice, friends and neigh-
bors, upholders of churches and lodges, examples
to youth. To do away with them, to supplant them
by paripatetic managers and clerks of so-called
branch banks, would be a distinet loss to the towns
they inhabit and the communities they serve, and
would lower by so much the civie welfare of the
country at large. They have earned their right to
be country bankers and in all the essentials of local
banking are more efficient than would be men from
the outside subject to frequent change.

It is apparent that if we had had branch banking
during the past period of war stress one of two
things would have happened: either the branches
would have, through automatic orders from foreign
headquarters, refused to recognize the banking
needs of the patrons of the bank, or if they had been
more liberal in their allowances than the then ex-
istent country banks they would have drawn their
distant parent institutions into failure and thus
closed their own doors—and in either case the com-
munities would have been the sufferers. Again it
is important to note that the banker is the bank.
In an era of change and consolidation, the citizen,
the business man as an individual, the member of
the community, must be preserved in his self-acting
individualism, if our laws and liberties and govern-
ments are to be fostered and preserved. At the
head of the list, we venture to say, is the country
banker. No head of an office to receive deposits
to be sent out of the locality can take his place.
Nor can orders from an alien holding company take
the place of the active conduct of unit bank owners
and officers. Nor can the entangling of a chain of
country banks prove more safe and efficient than
independent banks standing on their own responsi-
bility.

The American Bankers’ Association, which meets
soon in San Francisco, will have consideration of
bank changes transpiring and impending before it.
It is not alone the banking facilities of the country
that are at stake, but a form of business endeavor
open and free to all. It is not alone the country
bank but the country banker that is in peril. The
business of “dealing in credits,” which is the life of
the country bank, ought not to be saerificed to the
spirit of organization, combination, consolidation,
more than the business of farming, manufacturing,
merchandising, shipping, railroading. With this
adde.d objection that the country bhanks are quasi-
public institutions in which the patrons have a
vested and vital-interest. The people, the depositors
and borrowers, in fact, own the banks, especially the-
country banks. Dry up the original sources of credit:
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and all other business suffers and becomes the prey
of distant forces that control without consent and
order without permission and profit without return
in kind.

The Predicted “Crash.”

Mr. Roger Babson is a statistician and economist
well known and respected throughout the country.
On September 6th, before the sixteenth National
Business Conference at Babson Park, Wellesley, in
a public address, he said: “I repeat what I said
at this time last year and the year before, that sooner
or later a crash is coming which will take the lead-
ing stocks and cause a decline of from 60 to 80
points in the Dow-Jones Barometer.” “Fair
weather cannot always continue. The economic
cycle is in progress to-day, as it was in the past.
The Federal Reserve System has put the banks in a
strong position, but it has not changed human na-
ture. More people are borrowing and speculating
to-day than ever in our history. Sooner or later a
crash is coming, and it may be terrific. Wise are
those investors who now get out of debt, and reef
their sails. This does not mean selling all you
have, but it does mean paying up your loans and
avoiding margin speculation.”

This predicted “crash,” if and when it comes, un-
doubtedly has in it the elements of serious disaster.
In the first place, the inflation in our “prosperity”
is extreme. Not that the paper profits in stocks at
the present time might not be deleted without de-
stroying our industrial integers, but that there is
a reactionary influence on true and normal values
caused by the madness and momentum of the tre-
mendous volume of trading. If the rise is due to
assumed intrinsic merits in businesses, then the
speculative prices seem to confirm these inherent
good qualities, tending to define and stabilize them.
Consequently, these intrinsic and assumed values,
when and if the “crash” comes, must straightway
feel the effects. And when industries themeelves
are precipitately reduced in current values the
wheels turn more slowly, production is curtailed,
unemployment ensues, and the general level of
things falls. And it is a problem no one seems
able to solve—how to dissipate this speculative orgy
without disastrously affecting the whole of normal
and real industry. It is all very well to talk of the
sustaining influence of new inventions, new prod-
ucts, new wants, but these cannot flourish in the
arid wastes of “hard times.” One mounting stock
may give way to another on the Exchange without
seeming to curtail general business, prices, and the
volume of trade, but new toys cannot be bought with
thoce that are broken and discarded. They must
come from other and basic resources that lie outside
speculation, consolidation and combination.

Now, it matters not, in the continuous run of
production and distribution, that searcity enhances
the price of our cereals for a few months, or that
wages, by the coercive power of strikes, can be sus-
tained or raised. When there is less work, there
is the beginning of adversity. Nor can a legislative
farmer-relief bill or an uneconomic and political
tariff bill resolve these influences and conditions.
When inflation disappears it leaves nothing but a
void. So that the poorest index we have of real
prosperity is this speculative era in stocks. And
when and if, and for any reason, the possible and
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prophesied deflation falls on a reduction in the
necessities it will produce unfortunate results.

It is true that the banks are intrinsically stronger
because of the Federal Reserve System—but only
when they are independent of, if not free from, loans
for stock speculation. The prevention of money
panics is not an insurance against sudden and wide-
spread credit depression when loans are wanting
because of general want of confidence. And it is a
long road that has no turning. Nor can anyone
predict when the turn will come. Again and again
in the last few years it has been pronounced over-
due. Again and again sudden slumps in stocks have
wiped out billions of dollars in paper values. Yet
recovery has come each time, though, as Mr. Babson
deftly points out, a goodly number of stocks are
lower than at the beginning of the year. And it all
goes to show artificiality, inflation, suspense, that
may break from unlooked-for causes.

Banks, large and small, are facing change. Cer-
tain portions of the country have witnessed bank
failures. It is reported that Chicago banks are com-
paratively free from borrowings at their Regional
Bank. But when all is said and considered, the
banks of the country, though in excellent condition
as a whole, are powerless to prevent a pessible de-
pression that comes from a delusive, abnormal, or
an overextended business and trade. They can
ameliorate, protect, aid, and ease down, the depres-
sion, if and when it comes, but they cannot prevent
the flowing of the currents of supply and demand
under the natural economic laws. If these “lead-
ers,” a part of them the luxuries of an abnormal
and frenzied condition of living, should suddenly
find themselves facing rapidly declining con-
sumptive markets, stocks must inevitably feel the
pressure.

In a word, when once it is realized that the end
must come, it then will soon come. The mystery of
everextended credit, turned into capital, that, seem-
ingly, is inexhaustible to take up new issues of
securities, awaits full explanation for the general
public. No amount of “boosting” will be able to
offset the realization that the long upward wave
cannot continue forever. Borrowing, for all its sup-
ports and aids, by continued flotations, by combina-
tions and consolidations, by the processes of substi-
tution through newly organized corporations, by
the absorption of holding companies, has its limit.
Though we deprecate the word, when the “psycho-
logical moment” of popular realization comes, then
there will come a return to the normal, in stock
values as in everything else.

The failure of a single big public utility, railroad,
industrial-luxury-integer, holding “trust” company,
central bank, might cause the awakening. But there
is no outstanding sign that this is imminent. Rather
is it reasonable to assume that the slowing down
which must come will come imperceptibly. It may
be that we are now in it and are not aware of the
fact. When, however, the millions of investors,
owners, projectors, workers, businesses large and
small, realize that the end is coming or has come to a
fictitious “prosperity” and change from prodigality
to curtailment, from spending to saving, from grati-
fying wants to nursing needs, then the word finis
will be written not only on the “longest bull market
in history,” but on a dream of “perpetual” pros-
perity that has never had its equal in the annals of
any people.
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Exporting Under Young Plan.
[Editorial in New York “Journal of Commerce,” Sept. 19.]

In ouflining the field of activities of the International
Bank proposed by the Young Plan, the framers of that docu-
ment permitted their fancy to run riot when they began to
discuss the openings for the bank and the opportunities it
might supply for financing undeveloped parts of the globe.
German critics of the bank plan who have spent consid-
erable time in searching analysis of its purpose and possible
scope of activity have thoroughly and convincingly demol-
ished the notion that there is any way, either with or with-
out the aid of the bank, to develop successfully any large
number of colonial or foreign enterprises that private capital
does not care to undertake.

There is a beguiling quality about any plan proposing to
spirit German machinery, German material for railroads,
public works, electrical enterprises, etc., into remote regions
where they will not come into direct competition with the
products of allied manufacturers. Hope is also expressed
that deliveries in kind might be transferred to South Amer-
ican countries or other non-reparations claimants, for
account of the Allied creditors of Germany. The reiterated
emphasis upon the services of the proposed International
Bank in developing world trade is thus intimately linked
with the problem of finding an outlet for German exports

that will enable that country to meet its obligations and

at the same time avoid bringing it into teo open competition
with the industrialists of the creditor countries.

Illusions of this nature are being ruthlessly annihilated
by German critics, who point out first, that there are prac-
tically no safe remote outlets for capital that could be
exploited without great additional expense and some risk
to the countries receiving reparations. If, for instance, an
attempt is made to finance colonial enterprises with repara-
tions funds, this would usually involve capital outlays in
excess of such advances and under conditions that promised
no immediate return. The result would be that the creditor
country would have to forego current reparations sums
devoted to the enterprise, and probably subordinate its
claims to future repayment.

As the resources of the International Bank will be very
limited at the start, it would be the height of folly to
suppose that it could risk immobilizing even modest sums
in colonial enterprises of dubious earning power. The
German opponents of the plan to use the bank as a means
of spreading Germany’s forced exports over a larger area,
moreover, insist that the reason why Germany is able to
export as much as she now dees lies in the faet that her
deliveries in kind on reparation account have received pre-
ferred treatment because the recipients have felt compelled
to utilize the quotas assigned to them. If the deliveries in
kind are made transferable to non-claimants, it is argued,
the special outlets which are now open to such exports will
be reduced instead of being increased.

Delaware & Hudson Company Files Plan for Seaboard Trunk Line
System—Seeks Authority to Combine Seventeen Roads.

Another proposed railroad unification plan was_disclosed
Sept. 17 with the filing with the Inter-State Commerce Com-
mission by the Delaware & Hudson Co. of a plan for merging
17 of the shorter Eastern railroads into a new system which
would connect all the important cities on the northern At-
lantic seaboard. The application, which is signed by Leonor
F. Loree, President of the company, discloses that the pro-
posed system comprises approximately 13,553 miles of
railroad having a total investment of $2,629,391,328. The
plan directly conflicts with the proposals of all other trunk
lines in Eastern territory now pending before the Commis-
sion but especially with those of the Baltimore & Ohio RR.,
the Chesapeake & Ohio and the Wabash, as one or the other
of these systems has asked permission to obtain control of
ten of the roads named by the Delaware & Hudson Company.

The application states that ‘“‘the proposed system would |
be a belt or terminal system, for the whole north Atlantic
seaboard. Reaching every port from the Canadian boundary |
to and including Hampton Roads, it would be able to carry |
traffic of each and any of its connections now existing or |
hereafter created to any of these ports. It would afford all |
carriers not reaching one or more of these ports the oppor- |
tunity to accept traffic therefor, and could and would carry |
such traffic on equal terms and without favor to one connec-
tion as against any other connection.”

The proposed system would directly serve the States of
Maine, New Hampshire, Vermont, Massachusetts, Rhode]
Island, Connecticut, New York, New Jersey, Pennsylvania,
Delaware, Maryland, Virginia, West Virginia and the Dis- |
trict of Columbia. The application points out that 33.59
of the country’s total population is concentrated in this sec-
tion.

The application states that the Delaware & Hudson has
not acquired any securities of the companies proposed for
the merger and that it has not entered into any contract for ;
such acquisition. Neither does the petition give specific
details of the manner in which it proposes to finance its plan
of merger, thus following the methods used by the Chesa-
peake & Ohio and the Baltimore & Ohio railroads in their
applications filed earlier this year.

The application further states that it intends to acquire
control of existing weak or short lines which now connect
with its lines or with those railroads it proposes to acquire,
if the Commission shall determine that such short lines should
be continued in operation. In this latter particular the ap-
plication is in direet conformity with the wishes of the Com-
mission.

The text of the application follows in part:

The making and filing of this application was authorized and approved
at a meeting of the board of managers of the applicant held at the office of

the company.

There is no important or substantial parallelism or competition between
applicant's lines and the lines of the carriers for control of which applica-
tion is hereby made.

The applicant is so located, geographically and with reference to the
distribution of population and productive industry thronghout the United
States and to existing routes and channels of trade and commerce and
transportation systems, that it is desirable and in the public interest and
practicable, if and when effect is given to the provisions of paragraphs (2)
to (8) inclusive of section 5 of the Inter-State Commerce Act, as amended
by the Transportation Act of 1920, that the railroad and affiliated trans-
portation properties of the applicant should become and be a part of a
system of railroads and transportation properties, to be under common
control and co-ordinated management, which said system shall include,
in addition to said railroad and affiliated transportation properties of the
applicant, all the properties now controlled, whether under lease or by
stock ownership, or otherwise, and all interests and rights, whether in rail-
roads or transportation properties or other properties; and whether existing
through ownership of stocks or bonds or evidences of indebtedness or in
any other form, including any and all forms whatsoever in which such
interests could or might exist; now held, enjoyed or possessed by all the
following corporations, and by any ef them, that is to say, the corporations
listed immediately hereafter:
Bangor & Aroostook RR.

Boston & Maine RR.

Buffalo & Susquehanna RR.
Buffalo Rochester & Pittsburgh Ry.
Central RR. of New Jersey.
Delaware Lackawanna &
Lehigh & Hudson River Ry. Virginian Railway.
Lehigh & New England RR. Western Maryland Ry.

The applicant believes that is appropriate and desirable, as part of the

Maine Central RR.

New York New Haven & Hartford RR.
New York Ontario & Western Ry.
Pittsburgh & West Virginia Ry.
Reading Co.

Western |Rutland RR.

| system herein proposed to be created, that provision should be made

whereby there shall be secured to said system, and in its interest, the

| right to operate under trackage rights and upon reasonable terms and con-

ditions to be fixed by agreement or by arbitration or in spome manner
approved by this Commission and subject to the approval of this Com-
mission, over that portion of the railroad of the New York Oentral RR.
which lies on, or adjacent to, the west bank of the Hudson river and ex-

+ tends from a connection with the railroad of the applicant, at or near

Albany, N. Y., to a connection with the railroad of New York, Ontario
& Western Railway Co., at or near Cornwall, N. Y.

The object of this application is respectfully to request and move for
(1) a finding, or findings, by this Commission that the acquisition, to the
extent indicated by the Commission, by the applicant, of control of the
carriers hereinabove named, with their subsidiaries and interests as here-
inbefore stated, either under and by lease, or leases, or by the purchase,

i or purchases, of stock, or in any other manner not involving the consolida-

tion of such carriers, or any two or more of them, into a single system
for ownership and operation, and the acquisition of said trackage, will
be in the public interest; (2) for such order, or orders, as may be desirable
or necessary to approve and authorize such acquisition and acquisitions,
under such rules and regulations and for such consideration, or considara~
tions, and on such terms and conditions as shall be found by the Commission
to be just and reasonable in the premises, and (3) for such additional orders,
from time to time to be entered, supplemented to any order theretofore
made under paragraphs (2) and (3), or either of them, or in addition to or
in substitution for any such order, as, for good cause shown, the Commis-
sion shall deem necessary or appropriate.

The applicant does not own any shares of the capital stock or any bonds
or obligations of any corporation named and has not entered into any
contract or agreement with any person, firm or corporation, optional or
otherwise, for the purchase or acquisition of any such shares of capital
stock or bonds or obligations, nor has the applicant any present control of
or interest in any of said corporations or any contract or agreement for the
acquisition of any such control or any such interest, whether by lease or
otherwise.

The applicant intends and expects, in case this its application is allowed
or modified and allowed, and as a part of the plan herein proposed, or any
modification thereof which may be made an