The Financial Situation

WO ideas which can be reconciled only with
difficulty, if at all, have for some time been
gaining headway in the financial world. Their growth
has been rather marked during the past week, and at
times they seem to intermingle strangely in the
same minds. One of them is the old notion that the
Administration is “turning to the right,” and hence-
forth, when laying out national policies, will take
greater pains to observe what are known as the
orthodox laws of economics. By some process of
reasoning that is beyond us, many of those who are
inclined to this view have found in the radio address

structure. They have not done so yet, largely for the
reason that conservative men in the business com-
munity have naturally been fearful of what all this
would bring forth, and the rank and file of the
public have also been too uneasy to proceed vigorously
as they otherwise would, or else have not had the
means to purchase freely. If presently the repeated
misuse by public officials of such terms as “sound
currency,” and continuous propaganda apparently
designed to give the impression of greater con-
servatism and more thorough understanding of the
real needs of the situation than actually exist, should
succeed in overcoming the natural reluctance of con-

of the Secretary of the Treasury early in the week

evidence of this trend of
ideas within Administra-
tion circles. Enhanced de-

mand for the best type oy
bonds and dividend paying -

stocks has seemed to bear
witness to conclusions of
this sort in the minds of
some investors for a good
while past.

The other idea is that
the often-predicted and
much-discussed era of what
is popularly known as in-
flation is upon us. The
highly uncertain state of
the bonus question in

Washington, and persist-
ent reports that further

increases in the official
price of silver are in the
offing, have been lending
strength to this general
trend of thought of late.
“Inflation stock market
sessions,” during which we
are beginning again to hear
of individual issues moving
rather violently upward
because this, that or the
other group of operators
are ‘“‘accumulating lines,”
are apparently one of the
outward manifestations of
this conception of the pres-
ent situation and the out-
look. The inconsistency
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%We Must Not Delude Ourselves”

“We must not delude ourselves. The three
efforts (of the Administration) to accomplish
a higher price level by manipulating credit
and the currency have failed. But they have
left behind them a vast amount of explosive
material which some future effort may set
off. The potentialities are so vast and the
restraints are so few that should some one of
their efforts succeed the result would most
likely not be an isolated detonation but a
vicious and perhaps uncontrollable con-
flagration.”

With these words Winthrop W. Aldrich,
Chairman of the Chase National Bank, in
the course of a strong attack upon the pro-
posed Banking Act of 1935, speaks the plain
truth about the open market purchases of
Government obligations by the Federal Re-
serve banks, the devaluation of the dollar,
and our silver buying policy.

Mr. Aldrich has here pointed to the con-
sequence of our blunders of the past as a
good reason why we should not commit
another of first magnitude, the proposed
banking bill. Others have seemed to suppose
that these mistakes acted as a sort of letter
of indulgence to sin as much as we please
against the dictates of common sense and
ordinary prudence.

Mr. Aldrich is of course right. We must not
delude ourselves—least of all at a time like
the present when mountainous excess re-
serves, unprecedentedly large amounts of
idle funds, banks loaded to the gunwales
with illiquid Government obligations, and
several other factors combine to create a
situation that tempts fate to visit disaster
upon us.

Mr. Aldrich is the third well-kknown metro-
politan banker to speak plainly about the
extraordinary hazards embodied in the pro-
posed Banking Act of 1936. We hope others
will follow the example set, and that in this
way the country may be aroused to the true
significance of this measure before it is too
late.

servative people to make
commitments, and if a
growing exuberance among
those who believe in in-

flation were at the same

time to inspire unwar-
ranted faith in the breasts
of the rank and file, the
consequences would be un-
fortunate indeed.

We must, however, in
candor express a greater
skepticism than appears to
exist in some quarters that
we are at present upon
the threshold of a period
in which sensible business
men will fall vietims to
delusions of conservatism
on the part of public
officials whose records dis-
close little to indicate that
they have either the in-
clination to follow well-
trodden paths of tested
common sense or the under-
standing that would en-
able them to do so, if they
really desired such action.
At the same time, the fact
may as well be recognized
that extraordinarily haz-

ardous conditions now

exist whose danger in-
creases in proportion to
the loss of uneasiness about
them.

involved in concomitant “booms” in “inflation’”” and
“non-inflation’” securities is a subject of mild com-
ment here and there, but does not seem to have taken
much hold in the public mind.

A Hazardous Combination

It seems to us that a serious danger lurks in this
situation. These two streams of thought could in
intermingling combine to form a dangerous explo-
sive. Mr. Aldrich, in his testimony on the proposed
Banking Act of 1935, very clearly described the
fundamental credit and monetary conditions that
have been brought into existence, and which under
appropriate conditions could be depended upon to
cause highly destructive disturbances in the securities
markets, in industry and quite possibly in the price
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No Change in Public Policies

As a matter of fact, not a great deal of realistic
analysis of the facts is required to show how baseless
is the idea that there has been any change of impor-
tance in the trends of Administration thought. Take
for example the radio address of the Secretary of the
Treasury, which seems to us more of an apologia pro
vita sua than anything else. The reader looks in
vain for definite indications of any willingness what-
ever on the part of the powers that be to take the
steps essential to stable international currency re-
Jationships. Mere reiteration of naive assertions that
ours is the soundest money in the world is without
meaning. It is likewise without significance unless
it is to be interpreted to mean that since past policies
of the Administration have brought this soundness
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into being no change in these general policies need be
expected—an inference hardly affording support to
hopes of greater conservatism in the future. Vague
assurance that this country will not stand in the way
of stabilization if other countries desire to establish
such relationships is to our mind hardly more impor-
tant in the circumstances.

Mr. Morgenthau’s message is the subject of a
special discussion appearing on another page of this
issue, and for that reason we shall not dwell on it
here. We think it well, however, to remind the
reader at this point of the prerequisites of external
currency stabilization in the hope that they will be
borne carefully in mind when considering the words of
the Secretary of the Treasury. Currencies of course
are not stabilized by proclamation. Neither can they
be permanently stabilized through manipulation such
as our stabilization fund was designed to effect.
Contrary to what appears to be the popular con-
ception, the mere return to a permanently fixed gold
content for the dollar with free redemption would
be far from a complete solution of our existing
problems. The enormous flow of gold to our shores,
which has now again become active in important
proportions, ought to warn us of such fallacies.
The currency ratios of the world will largely stabilize
themslves when the interchange of goods is per-
mitted to go on with reasonable freedom, and when
international trade and the flow of so-called in-
visible items are in equilibrium. It will be difficult
to obtain and maintain stable ratios until such
consummations are effected.

This obviously means that the problem of stabiliza-
tion involves adjustment of debtor-creditor relation-
ships where necessary, substantial reductions in the
barriers that have been set to prevent international
trade, and in our own case either very drastic alter-
ation in existing price levels or an equally drastic
upward revision of the parity value of the dollar in
terms of other currencies. It also means that our
budgetary deficits must be brought vigorously under
control. When these problems have been faced and
solved it will be practicable and exceedingly helpful
to have the world, including ourselves, return to the
old-fashioned gold standard and the orthodox system
of automatic adjustments in foreign exchange rates.
Manipulation and other artificial devices so dear to
the hearts of the advocates of managed money will
not then be in the least mecessary, except possibly
as a purely temporary expedient to tide us over a
period of drastic readjustment. But where, either in
Mr. Morgenthau’s pronouncements or elsewhere, is
to be found any indication whatever of a willingness
on the part of the Administration to take the lead
in such a really constructive program as this? The
answer is obvious. There is none.

Unchanged Agricultural Policies

lI“ WE turn to the recent acts and utterances of the

President himself we find about an equal lack of
evidence of alterations of policy. Perhaps we should
view his remarks to the Coxey’s army of farmers
gathered before the White House during the past
week as excusable in the light of the circumstances in
which they were uttered. But whether excusable or
not, they seem to place the Chief Executive on record
as determined to continue the course of his agricul-
tural policies without important change. His hard,
wholly discourteous and unwarranted references to
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those who have had the courage to oppose hopelessly
unsound agrarian programs seem to show him quite
indifferent to the counsels of able men of long ex-
perience. His exposition of agricultural economics,
or what sometimes passes as such, reveals the same
fundamental fallacies that are responsible for the
AAA program, and indicate, so far as they. are to be
taken at their face value, no regeneration of thought
or spirit.

The Inflationists

S FAR as the claims of the inflationists are con-
cerned, it seems to us that the fundamental
situation in this regard is just what it has been for a
good while past. The enormous budgetary deficit
continues and is being and doubtless will be met, in the
future, in large part by sales of Government obliga-
tions to the banks. It is possible, as reports have it,
that steps will be taken in the near future, par-
ticularly if the Administration succeeds in placing the
proposed Banking Act of 1935 upon the statute
book, to increase the rate at which this latter type
of inflation proceeds. The Administration may find
itself virtually obliged to do so if the vast sums
appropriated for expenditure during the next 12
months are actually disbursed. But excess reserves,
already in existence for months past, would support
a volume of additional credit running to 15 to 20
billions of dollars. Passage of a bonus measure re-
quiring the issue of more than $2,000,000,000 in fiat
notes is still a possibility. Reports have had it, with
what authority we of course do not know, that the
President would not be greatly displeased with such
an eventuality despite strong language from the
White House and the promise of a vigorous veto
message. Such a measure would approximately
double excess réserves of member banks, but after
all, comparison of infinite quantities is not very
profitable. The probability of early inflation in the
sense in which the word is popularly used seems to us
to depend largely upon whether we permit ourselves
to become hypnotized by such easy reasoners as the
British “economist’” who during the past week has
again attracted attention as a prognosticator of
American developments.

Congress

HE situation in the Senate appears to be about as
difficult to appraise as it has been for some

time past. The action of this body in defying the
President by prolonging the NRA in modified form
for only 10 months is encouraging as far as it goes.
The reaction of such sturdy leaders in the upper
chamber as Senator Borah to the more recent
efforts of the President to force Congress to do his
bidding on this question is likewise heartening. We
earnestly hope that they will stick to their guns and
succeed in blocking a longer continuance of this
thoroughly undesirable legislation. On the other hand
the ease with which the exceedingly drastic and
dangerous Wagner Labor Disputes Bill has obtained
approval in the Senate, and the apparently authentic
current reports that it will find the going equally as
smooth both in the House and the White House, are
certainly not conducive to hope concerning social
legislation in general, including not only this par-
ticular measure, but likewise the proposed social
insurance legislation which in our judgment is
perhaps the most hazardous of the current New
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Deal proposals. Apparently the time has not come
when hope must be abandoned of blocking passage
of the worst provisions of the proposed Banking Act
of 1935 or of some further modification of the holding
company bill, but the outlook is hardly to be de-
scribed as particularly encouraging despite some
apparent progress during the past week.

The fact that despite all this the rate of current
business activity is maintaining itself considerably
better than had been generally expected is in some
respects rather remarkable. Just how much of this
is to be ascribed to the natural vigor of American
business, which has often revealed an ability to make
progress against great obstacles, and how much is to
be attributed to purely artificial circumstances, it is
hard to determine, although the latter are obviously
playing an important role at present. Possibly the
extended publicity given to promised work relief
expenditures is having a temporarily stimulating
effect. The business community should, however, not
forget the difference between allotments and actual
expenditures. Funds are already being allotted
freely under this new law, as witness the action of the
President on Thursday in allocating more than
$1,000,000,000 to various types of projects, but the
question still remains as to how fast the work on the
projects concerned will or can proceed under the
arrangements now in effect.

Federal Reserve Bank Statement

IN THE banking statistics this week the figures

relating to available but unused credit resources
of the country continue their monotonous advance
to ever higher levels. The reserve deposits of mem-

ber banks with the Federal Reserve System moved

to a new record, and the excess reserves over re-
quirements likewise attained a new high. Holdings
of gold certificates by the System moved up $26,-
020,000, although the monetary gold stocks of the
country advanced only $9,000,000. Both the cer-
tificate holdings and the aggregate of monetary gold
registered new levels, above anything heretofore re-
ported. There is, moreover, a large flow of gold
now coming this way from Europe and fresh ad-
ditions to the monetary gold base already are
assured. The excess reserves over requirements cur-
rently are estimated at approximately $2,350,-
000,000, and in coming weeks the excess is quite
likely to increase materially, not only because of
the gold flow but also because of the preliminary
discharge of bank liability for National bank notes.
Now that the question of currency stabilization
again has been raised, it is well to remember that
the American Exchange Stabilization Fund holds
another $2,000,000,000 of gold, almost all of which
is likely to be merged eventually with the ordinary
monetary gold stocks. In the light of the present
lack of demand for credit, it may be idle to view
such figures with too much alarm, but it is well
to remember that they are a plain invitation to an
unparalleled speculative debauch.

Gold certificates held by the Federal Reserve
banks increased to $5,791,839,000 on May 15 from
$5,765,819,000 on May 8, and total reserves advanced
almost equally to $6,047,883,000 from $6,023,541,000.
Member bank deposits with the System on reserve
account were no less than $4,822,322,000 on May 15
against $4,757,608,000 a week earlier. Treasury de-
posits on general account and other deposits de-
clined, so that total deposits increased only to
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$5,124,166,000 from $5,085,913,000. Federal Re-
serve notes in actual circulation receded only to
$3,154,374,000 from $3,160,066,000, although a
sharper decline is normal for this season of the year.
Although deposit liabilities increased, note liabili-
ties declined, and since reserves were up the ratio
of total reserves to liabilities moved up to 73.1%
from 73.0%. In other respects the combined state-
ment of the 12 Federal Reserve banks is quite
routine. Discounts were a little higher at $6,655,000
on May 15 against $5,960,000 on May 8. Industrial
advances, after the slight recession noted a week
ago, again moved upward to $26,546,000 from $26,-
410,000. Open market bill holdings of the System
increased $7,000 to $4,705,000, while holdings of
United States Government securities were up
$110,000 to $2,430,355,000.

The New York Stock Market

CTIVE trading and advancing prices were the
rule this week in the New York stock market,
partly because of a general increase of optimism and
partly because fears of inflation again prevailed
and caused many investors to purchase equities as a
hedge against such possibilities. Sustained activity
in the motor industry, better prices for various
metals and other commodities, and improved oil
company earnings all contributed to the increased
optimism. Also important was the continued divi-
dent rate of the American Telephone & Telegraph
Co. Although Secretary of the Treasury Henry Mor-
genthau Jr. suggested on Monday that the United
States Government is prepared to stabilize, appre-
hensions regarding inflation were in evidence owing
to passage by Congress of the Patman bonus bill,
which provides for $2,000,000,000 of fiat currency.
Statements that President Roosevelt will veto the
bonus bill did not allay the apprehensions entirely,
as it was also made known that a great effort to
pass the measure over the veto will be made. In
these circumstances stocks moved jerkily higher,
with profit-taking causing occasional recessions.
The movement, however, carried general levels to
the highest figures of the current year. Activity
was well sustained, with the trading on the New
York Stock Exchange well over 1,000,000 shares
in each of the first three sessions of the week, while
the 2,000,000-share figure was exceeded Thursday
and nearly attained yesterday. A transfer of a seat
was effected last Monday at $105,000, up $10,000
over the last previous sale, and another transfer on
Thursday was accomplished at $104,000.
Movements on Monday were somewhat irregular,
with motor stocks in best demand, while utility
shares suffered a modest recession. Attention was
centered on the address which Mr. Morgenthau was
to make that evening, and which was expected to be
in favor of sound money policies. Well-rated pre-
ferred stocks moved materially higher for that rea-
son. In Tuesday’s trading oil, motor and railroad
stocks were in fair demand and better figures were
attained. A little liquidation appeared in other
departments of the market, and the closing was
slightly uncertain. The speech by Mr. Morgenthau
took an unexpected turn, since he suggested currency
stabilization, but it failed to affect share prices to
any degere. Movements on Wednesday were toward
better levels in most groups. Rumors that the Pat-
man bonus bill might be passed over a Presidential
veto stimulated some buying in this session. Oil,
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railroad and utility stocks were in best demand,
while small declines occurred in steel stocks and
the shares of motor companies. Widespread gains
appeared in Thursday’s trading, which was the
most active in almost a year. Virtually all groups
of issues participated in the advance, with steel,
copper, silver, motor, oil and railroad stocks in the
van of the movement. There were few changes of
any importance yesterday. Some profit-taking was
in evidence, but it was well absorbed in most in-
stances, and the market showed a sprinkling of small
gains at the close, along with the somewhat more
numerous fractional recessions.

United States Government securities and the best
rated corporate bonds were dull in the listed bond
market. Main movements in Treasury obligations
were toward lower levels, but there were periods
of recovery and changes were small for the week.
Speculative bonds, on the other hand, engaged in a
spirited advance, with the bonds of sugar and oil
companies even more in demand than second-grade
railroad obligations. Foreign dollar securities were
irregular. Commodity price fluctuations con-
tributed much to the gains in some stocks and bonds.
Although grains were not much changed, advances
occurred in lead, copper, rubber, silk and other
items, while gasoline price increases also were noted.
In the foreign exchange market sterling advanced,
owing to large transfers of funds from countries on
the European continent, where inflation fears were
rife. The United States dollar was firm in relation
to the French and Swiss francs and guilders.

Corporate dividend actions of particular interest
the present week included the resumption of divi-
dends by the Intertype Corp. on its no par common
stock by the declaration of 20c. a share, payable
July 1 next; this represents the first distribution
on this issue since Aug. 15 1931, when 25¢. a share
was paid. The National Biscuit Co., unlike the
former company, took unfavorable action on its $10
par common stock by reducing the quarterly dis-
bursement to 40c. a share, payable July 15, as
against 50c. a share paid in each of the four pre-
ceding quarters.

On the New York Stock Exchange 247 stocks
touched new high levels for the year and 24 stocks
touched new low levels. On the New York Curb
Exchange 161 stocks touched new high levels and 19
stocks touched new low levels. Call loans on the
New York Stock Exchange closed yesterday at 14 %,
the same as on Friday of last week.

On the New York Stock Exchange the sales at
the half-day session on Saturday last were 634,680
shares; on Monday they were 1,125,110 shares; on
Tuesday, 1,207,805 shares; on Wednesday, 1,053,130
shares; on Thursday, 2,421,700 shares, and on F'ri-
day, 1,821,600 shares. On the New York Curb Ex-
change the sales last Saturday were 185,180 shares;
~on Monday, 254,500 shares; on Tuesday, 265,600
shares; on Wednesday, 202,625 shares; on Thurs-
day, 399,323 shares, and on Friday, 336,845
shares.

With inflationary implications overshadowing the
market and a more general spirit of confidence
abroad, stocks in most sessions the present week
maintained a fairly even strength. On Thursday
trading volume showed a perceptible increase, and
prices rose briskly, many to new high levels. Yester-
day the market suffered somewhat as a result of
profit-taking, but closed the day in most instances
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higher than on Friday of last week. General Elec-
tric closed yesterday at 2553 against 2434 on Friday
of last week ; Consolidated Gas of N. Y. at 23 against
2434 ; Columbia Gas & Elec. at 634 against 634;
Public Service of N. J. at 30 against 30; J. I. Case
Threshing Machine at 585 against 5854; Inter-
national Harvester at 4215 against 413/ ; Sears,
Roebuck & Co. at 3935 against 387g; Montgomery
Ward & Co. at 2634 against 2634 ; Woolworth at 60
against 5934 ; American Tel. & Tel. at 12034 against
11974, and American Can at 12514 against 122.

Allied Chemical & Dye closed yesterday at 14934
against 148 on Friday of last week; E. I. du Pont
de Nemours at 9914 against 9874; National Cash
Register A at 151/ against 15; International Nickel
at 2834 against 277; National Dairy Products at
1593 against 143/ ; Texas Gulf Sulphur at 35 against
3314 ; National Biscuit at 2634 against 2634 ; Conti-
nental Can at 76 against 741/ ; Eastman Kodak at
142%5 against 13815 ; Standard Brands at 15 against
1434 ; Westinghouse Elec. & Mfg. at 487; against
4614 ; Columbian Carbon at 8474 against 83; Loril-
lard at 201 against 2134 ; United States Industrial
Alcohol at 427 against 421/ ; Canada Dry at 1014
against 1034 ; Schenley Distillers at 2534 against
24, and National Distillers at 2534 against 24.

The steel stocks moved upward the present week.
United States Steel closed yesterday at 3474 against
325 on Friday of last week; Bethlehem Steel at
2734 against 261%; Republic Steel at 137 against
1314, and Youngstown Sheet & Tube at 171/ against
1614. In the motor group, Auburn Auto closed
yesterday at 21145 against 20%% on Friday of last
week ; General Motors at 3273 against 3134; Chrys-
ler at 4835 against 4414, and Hupp Motors at 134
against 195. In the rubber group, Goodyear Tire &
Rubber closed yesterday at 19 against 19 on Friday
of last week; B. F. Goodrich at 9 against 9, and
United States Rubber at 13145 against 1254, The
railroad shares also benefited by the forward move-
ment of the market, and closed yesterday at higher
levels than on Friday of last week. Pennsylvania
RR. closed yesterday at 2114 against 21 on Friday
of last week; Atchison Topeka & Santa Fe at 42
against 4034; New York Central at 1654 against
1614 ; Union Pacific at 9615 against 9014 ; Southern
Pacific at 17 against 1534 ; Southern Railway at
1034 against 1034, and Northern Pacific at 1714
against 1615. Among the oil stocks, Standard Oil
of N. J. closed yesterday at 467; against 4534 on
Friday of last week; Shell Union Oil at 10 against
89, and Atlantic Refining at 2634 against 257%.
In the copper group, Anaconda Copper closed yester-
day at 1714 against 157 on Friday of last week;
Kennecott Copper at 209 against 1914 ; American
Smelting & Refining at 4614 against 455, and
Phelps Dodge at 1914 against 1854,

Industrial indices this week were more favorable
than otherwise, especially when seasonal factors are
taken into consideration. Steelymaking for the
week ending to-day was estimated by the American
Iron & Steel Institute at 43.4% of capacity against
42.29% last week. Production of electrical energy
for the week ended May 11 was reported by the Edi-
son Electric Institute at 1,701,702,000 kilowatt
hours against 1,698,178,000 kilowatt hours in the
preceding week. Car loadings of revenue freight
for the week to May 11 totaled 575,185 cars against
569,065 cars in the preceding weekly period, the
American Railway Association indicates.
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As indicating the course of the commodity mar-
kets, the May option for wheat in Chicago closed
yesterday at 9055c. against 9495c. the close on Fri-
day of last week. May corn at Chicago closed yester-
day at 8754c. as against 8834c. the close on Friday
of last week. May oats at Chicago closed yesterday
at 4414c. as against 471jc. the close on Friday of
last week.

The spot price for cotton here in New York closed
yesterday at 12.50c. as against 12.40c. the close on
Friday of last week. The spot price for rubber
yesterday was 12.08c. against 11.56c. the close on
Friday of last week. Domestic copper closed yester-
day at 9c., the same as on Friday of last week.

In London the price of bar silver was 35 pence
per ounce as against 33 pence per ounce on Friday
of last week, and spot silver in New York closed
yesterday at 77c. as against 7214c. on Friday of last
week. In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.91 as
against $4.851% the close on Friday of last week, and
cable transfers on Paris closed yesterday at 6.583/c.
as against 6.5914c. the close on Friday of last week.

European Stock Markets

RICE trends were irregular this week on stock
exchanges in the leading European financial
centers, with the changes rather wide on occasion.
Most securities were stable on the London market,
while some groups enjoyed good advances. Mone-
tary uncertainty again played an important part
in the trading on the Paris Bourse, especially in the
later sessions of the week, and the dealings were
characterized by liquidation of fixed-interest issues
and buying of equities and foreign securities. Move-
ments at Berlin were quite uncertain, with the reces-

sions more pronounced than the gains, owing to
growing fears of increased taxation to support the
German rearmament program. The situation on
currency matters was entirely confused. The sug-
gestion for currency stabilization made last Mon-
day by Secretary of the Treasury Henry Morgen-
thau Jr. heartened the Continental markets for a

time. A favorable impression also was created by
the reductions in the Dutch and Belgian bank rates.
But devaluation fears soon were revived, owing to
the difficulties facing the French Government and
the impending national plebiscite in Switzerland.
Belgium undertook late last week what amounts to
a forced conversion of all internal obligations of
that Government into a 4% loan, and this measure
caused unsettlement. Domestic trade reports in
Great Britain continue to reflect improvement, with
growing bank deposits the latest manifestation of a
return to normal. Preliminary figures on the April
foreign trade of the United Kingdom likewise reflect
improvement. But reports from the Continental
countries are less optimistic.

(GGenerally firm conditions prevailed on the Lon-
don Stock Exchange in the initial session of the
week. Although the volume of trading was small,
fractional gains were recorded in British funds and
in most industrial stocks. The so-called commodity
issues and oil stocks were in greatest favor. Gold
mining securities and most international issues like-
wise advanced. The good tone was maintained in
another quiet session on Tuesday. British funds
moved forward more easily, with a good deal of the
buying traceable to foreign investors who appar-
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ently were seeking safety. Industrial stocks were
steady, despite the appearance of some profit-tak-
ing. In the international section movements were
irregular, with changes small. The London market
was impressed on Wednesday by increased divi-
dends of important oil companies, and wide gains
were recorded in oil shares and the stocks of rubber
companies. British funds moved slightly lower,
while profit-taking caused small recessions in most
industrial stocks. International securities tended
to ease. Movements on Thursday favored the hold-
ers in almost all groups. British funds reflected ex-
cellent buying, as did the industrial section. Oil
stocks were marked sharply higher, and favorable
overnight reports from New York caused advances
in Anglo-American trading favorites. Some of the
gold mining issues failed to join in the general
upward trend. In a quiet session yesterday British
funds held their gains while good advances were
recorded in industrial and international securities.

On the Paris Bourse a downward movement oc-
curred early last Monday, owing to Communist
gains in the final municipal elections which were
held the previous day. Rentes were quite weak for
a time, but they rallied in the later dealings and
closed with only small net recessions. French equi-
ties showed only nominal changes, while inter-
national securities enjoyed a good advance. There
was little activity at Paris on Tuesday, but a better
general tone. The speech by Secretary Morgenthau
occasioned more monetary confidence and rentes
improved, although best figures were not main-
tained. French banks and industrial stocks were
uncertain, and international issues also reflected
some liquidation. After a firm opening on Wednes-
day, monetary uncertainty again spread in Paris,
and there was a fresh wave of liquidation in rentes,
while equities and international issues were in de-
mand. Commodity stocks moved sharply higher.
In Thursday’s trading the monetary aspects were
accentuated. Rentes lost ground steadily through-
out the session, and the liquidation of fixed-interest
securities was paralleled by persistent buying of
French equities and international stocks, which ad-
vanced even more sharply than rentes declined.
The contrary movements again were in evidence
yesterday. Rentes fell sharply, but equities and
international issues improved.

Irregular conditions prevailed on the Berlin
Boerse during the first session of the week. Vari-
ous heavy industrial stocks moved lower on rumors
that heavy taxes would be imposed in support of
the national export program and the rearmaments
expenditures. But some issues managed to im-
prove despite such factors. Trading was quiet on
Tuesday, with movements small and in both direc-
tions. The export subsidy program and its costs
again caused many rumors and a little selling of
stocks. Mining issues made a little progress. Ac-
tivity increased on Wednesday, with public interest
greater than in some weeks. The trend was upward
in all groups, but shares of corporations producing
raw materials gained more than others owing to the
impression that the concerns will be very actively
engaged soon in supplying German requirements.
Advances of 2 to 4 points were registered in some
securities. A good tone again was in evidence Thurs-
day, with the situation much like that of the previ-
ous day. The gains were large in potash, chemical
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and utility issues, but only fractional in mining and
other stocks. Activity increased yesterday, and
gains were general.

International Monetary Stability

WO events contributed this week to a fresh ex-
amination in all world financial centers of
the practical aspects of currency stabilization, but
it would be idle to pretend that any prospects are
seen of early action toward that end. In a radio
address last Monday, Secretary of the Treasury
Henry Morgenthau Jr. discoursed at length on a
few aspects of American monetary policy, and he
concluded with an assurance that Washington will
not prevent stabilization when the rest of the
world is ready. The annual report of the Bank for
International Settlements, issued the same day, con-
tains a profound study of all the problems involved
in currency stabilization. In this document it is
urged earnestly that stabilization should be effected
with the least possible delay, as an aid to world busi-
ness recovery. But neither Mr. Morgenthau’s dec-
larations nor the recommendations of the B. I. S.
appear to have advanced the matter. It was inti-
mated months ago that the United States would
look kindly on stabilization efforts, and the state
ments now made by the Secretary of the Treasury
merely emphasize this view. Officials of the World
Bank are opposed as a matter of course to monetary
tinkering and they have seized every suitable occa-
sion to urge stability in monetary relationships.

The defense of American monetary experiments
made by Mr. Morgenthau related largely to his
assumption that dollar devaluation aided American
exports and American recovery. In his apology for
the measures adopted by the Roosevelt Administra-
tion no mention was made of the silver policy, and
the intentions of the Secretary were further empha-
sized by inaccurate statements regarding gold move-
ments and misleading comparisons of the measures
adopted by the Hoover and Roosevelt regimes. Of
genuine importance in the address was only the con-
cluding declaration that Washington will not be
an obstacle, when the world is ready to seek foreign
exchange stabilization. But before we make any
commitments, we must be sure that we will not lose
what we have just regained, Mr. Morgenthau added.
“We are not unwilling to stabilize,” he remarked.
“However, if the great trading nations elect to con-
tinue under the present absence of rules we are no
longer at a disadvantage. We revalued our cur-
rency no more than was necessary, and we can go
either way. Our hands are untied.”

Leon Fraser ended his term of office as President
of the Bank for International Settlements with the
preparation of the annual report submitted at the
stockholders’ meeting last Monday, but the docu-
ment naturally reflects the views of all central bank
heads. A general return to the gold standard prob-
ably would operate at this time to raise, rather than
lower, the level of prices, the report suggests. The
attitude was taken that stabilization should be the
first step toward world recovery. Much of the gold
production of recent years has been hoarded as a
result of monetary instability, it is pointed out, and
release of this metal on the restoration of confidence
would add materially to the credit base, already
enhanced by currency devaluation in Great Britain,
the United States and elsewhere. An increase in
the volume of world commerce also could be expected
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to follow stabilization, it is argued, as instability
made most of the quotas, restrictions and tariff in-
creases necessary. In the post-war period, stabiliza-
tion of the currencies then off gold preceded tariff
reductions, the report indicates. Because of these
circumstances, no merit is found in the argument
that the relinking of currencies to gold may cause
a fall in prices and necessitate deflationary meas-
ures. Some attention is paid in the report to the
American silver policy, but the B. I. S. officials
apparently find that policy quite as mysterious as
it is to everyone else, with the exception of the group
of silver fanatics in Washington. Had there been
any demand for silver internationally, as there is
for gold, there would have been no need of the adop-
tion of special measures in the United States to
help silver, it is remarked. The bank meeting was
the last over which Mr. Fraser will preside. It was
routine and the usual 6% dividend was declared.

The British view on currency stabilization is well
known, as Chancellor of the Exchequer Neville
Chamberlain has declared on many occasions that
sterling stabilization depends on a better relation-
ship of the French franc and the United States dol-
lar, increase of world trade and an adjustment of
the war debts. No official comment was made on
the address by Secretary Morgenthau, but Mr.
Chamberlain alluded to the subject of stabilization
again in a speech before the British Bankers Asso-
ciation, Thursday. “All I can say is that stabiliza-
tion is one of our ultimate objectives,” the British
Chancellor said. “We are now watching and shall
continue to watch the situation with a view to tak-
ing action at any time that it seems to us the action
is likely to bring about useful results.” Mr. Cham-
berlain made it clear that the British Government
is well aware of the need for currency stability and
the difficulties faced by business men everywhere
in the present situation. “But exchange rates can-
not be controlled without reference to other eco-
nomic factors,” he remarked. “Exchange rates are
the outcome of the exchange of goods and of capi-
tal transfers; and, just as it is no use to try to
anchor a ship if the anchorage is always shifting,
so it seems to me it would be futile to attempt to
bring about stabilization in that way until we can
see some prospect of stability of conditions after
that stabilization has been effected.”

Of more importance than all the stabilization
arguments are some of the factors that are now im-
periling the monetary standards of the three coun-
tries that are still on the gold standard in the tra-
ditional sense. The French Parliament will meet
again on May 28, and it would appear that the fate
of the franc may easily be settled in the early days
of the session. The Flandin Government is expected
to present a program calling for economies, ad-
ditional borrowing powers and various emergency
authorizations. If the requests are not granted,
fall of the Cabinet is held likely and the fate of the
franc may be endangered. The Swiss people will
vote June 2 on a national program for halting wage
reductions, lowering interest rates and other meas-
ures that may involve devaluation of the Swiss
frane. Although the florin has weathered the recent
attacks, the currency of The Netherlands has been
weakened and also is considered in danger. TItaly
this week made preparations to introduce various
forms of registered lire, for tourist and other uses,
which are to be made available at rates far under
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the nominal international value of the Italian unit.
Rome also prohibited, last Monday, the exportation
of silver in any form whatever.

European Diplomatic Maneuvers

IPLOMATIC discussions again were pursued
actively in Europe this week, with a view to
formulating new accords and alliances. Although
more than two months now have passed since Chan-
cellor Adolf Hitler issued his rearmament declara-
tion, Germany’s intentions remain the dominant
factor in the European situation. The current
maneuvers, however, are more in the nature of usual
diplomatic endeavors and the peoples of Europe are
less troubled by war apprehensions than they were
in the trying period of the Stresa conversations and
the special League of Nations Council session.
Pierre Laval, Foreign Minister of France, concluded
last Saturday his long scheduled journey to Poland,
and he promptly went on to Moscow for further con-
versations with Russian officials. His reception in
Warsaw was cool, but it is quite possible that the
illness of the Polish Marshal, Joseph Pilsudski, con-
tributed to the brevity and official correctness of
the meeting. It does not appear, on the other hand,
that M. Laval made much progress in Poland.
Franco-Russian relations probably were cemented
to a degree by the official visit of M. Laval to
Moscow, but the treaty signed just before the visit
doubtless represents the real official nature of the
rapprochement. Ministers of the Balkan Entente,
which includes Rumania, Yugoslavia, Greece and
Turkey, conferred at Bucharest, late last week, on
problems peculiar to all of them. The Italian and
Austrian Premiers held long conversations about
the same time at Florence, Italy, but the substance
of those talks has not been revealed. The next move
in this situation apparently will be made by Herr
Hitler, who is to address the Reichstag next Tues-
day on German foreign policy. Early in .June a
Danubian conference will be held at Rome.

The visits paid by M. Laval to Warsaw and Mos-
cow overshadowed other European incidents. The
Polish drift toward Germany and away from French
influence had caused much apprehension in west-
ern Europe, and it was generally accepted that M.
Laval would attempt to bring Warsaw and Paris
closer in their diplomatic views. On his arrival
in the Polish capital, M. Laval was greeted rather
stiffly by a small group of officials. Long conver-
sations were held May 10 and 11, and when they
ended an official communication was issued which
indicates merely that the two Governments are
agreed on the necessity of maintaining peace and
gecurity by widespread international co-operation.
It was stated in Warsaw dispatches that M. Laval
sounded out IForeign Minister Joseph Beck on the
possibility of concluding eastern European pacts
on non-aggression, such as Germany prefers in place
of the proposed Eastern Locarno, which would make
mutual assistance mandatory. M. Laval is said to
have indicated that the new Franco-Russian pact
would not affect the Franco-Polish alliance in any
way, and this. is believed to have induced greater
warmth in the Warsaw conversations. The shadow
of death hovered about Marshal Pilsudski while the
talks were in progress, and they must have been
affected by that circumstance, but the public was
apprised of this only later, when the Marshal died.

M. Laval arrived in Moscow last Monday, and his
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conversations with Russian officials were concluded
Wednesday, when an official statement was issued
which leaves no doubt of the friendly atmosphere
that prevailed. The visit was essentially one of
good-will, since the possibilities of a Franco-Russian
accord had been explored previously and given ex-
pression in the pact of May 2, which binds the two
countries to mutual assistance under League of
Nations auspices and with due regard to the Locarno
treaty. Every effort was made by the Russian au-
thorities to show their friendly spirit toward
France. The diplomatic business in hand, how-
ever, appears to have concerned chiefly the current
endeavors to gain German support for an eastern
European pact or series of pacts. In the joint state-
ment which was issued on Wednesday, satisfaction
over the accord of May 2 again was expressed. Care-
ful study was given not only the questions of Franco-
Soviet interest, but the entire European situation,
it was stated. “It was especially recognized,” the
communication said, “that the conclusion of a pact
of mutual assistance between the Soviet Union and
France in no way diminishes their interest in seek-
ing without delay the realization of a regional pact
in eastern Europe that would join parties originally
taken into consideration in this regard, in an agree-
ment based on engagements of non-aggression, con-
sultation and non-assistance to an aggressor. The
two Governments will continue to join their efforts
to bring this about through the most appropriate
diplomatic procedure.”

The Balkan Entente conference at Bucharest
opened on May 10 and closed last Monday, after
the Ministers of the four countries concerned had
given careful attention to the rearmament demands
of Bulgaria and Hungary and to some of the many
economic problems with which they are confronted.
It was admitted that Bulgaria and Hungary already
are rearming clandestinely, and active preventive
steps were considered inadvisable. Instead, an
effort is to be made to bring these countries into
a non-aggression treaty embracing southeastern
Europe. As the conference was closing on Monday,
Turkey served notice of her intention to demand the
right to fortify the Dardanelles, “purely as a meas-
ure of international peace.” Premier Benito Musso-
lini and Chancellor Kurt Schuschnigg conferred at
Florence last Saturday, and only a brief and un-
informative communication marked the termination
of the discussion. It appears, however, that the
Austrian rearmament demands and the proposed
Hapsburg restoration occupied the two Premiers.
Herr Hitler originally intended to address the Ger-
man Reichstag yesterday on German foreign policy,
but the meeting was postponed until next Tuesday
because of the death of Marshal Pilsudski and the
national funeral that was held in Poland yesterday.

Marshal Joseph Pilsudski

ONJECTURE in recent years frequently has
turned on the question of the possible effect

of the elimination, by death, of one or another of
the dictators who now hold the fate of so many large

nations in their hands. That question apparently
will receive an early answer, so far as Poland is
concerned, owing to the death last Sunday of Mar-
shal Joseph Pilsudski, who ruled his country in
recent years with an iron hand. Cancer of the
stomach and liver caused the death of the Marshal
in his sixty-eighth year, and his passing proved a
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shock to the world, since only vague intimations of
his illness had been permitted to reach the public.
Present-day Poland owes more to Marshal Pilsudski
than to any other individual. With indomitable
spirit he planned and worked for the freedom of
his country. Exile in Siberia and imprisonment in
Germany failed to dampen his enthusiasm, and his
hopes were realized after the World War ended.
When Poland again became a nation, Marshal Pil-
sudski took an ever-increasing interest in the politi-
cal affairs of the country, and the coup by which he
made himself dictator was executed just nine years
before his death. All public offices of any im-
portance in Poland have been held at one time or
another by Marshal Pilsudski, but he gave them all
up and preferred to direct the destinies of his coun-
try from the seclusion of his home in Warsaw. Do-
mestic and foreign policies alike were directed en-
tirely by the dictator.

Proclamations were issued in Warsaw late last
Sunday informing the people of the death of their
leader, and all of Poland has been in mourning all
this week. A national funeral was given the Mar-
shal yesterday. The questions that now arise relate
not only to the effect of his death on the internal
political situation, but also on the tangled threads
of European international relations. In the last
year or two Marshal Pilsudski held sway largely
by virtue of his achievements and prestige, and his
towering presence made internal strife unlikely.
Whether this situation will continue is a matter on
which best informed opinion differs in London,
Paris, Washington and other international nerve
centers. Even more anxiety is displayed with refer-
ence to the possible international repercussions of
his death. Poland dislikes and fears both her power-
ful neighbors, Russia and Germany, and has pur-
sued under the aegis of Marshal Pilsudski an ex-
ceedingly realistic policy toward both. Whether
the delicate balance that Pilsudski maintained now
will be upset is a matter that is receiving the keen-
est study at present. The alliance with France ap-
parently was confirmed in the visit paid to Warsaw
this week by Foreign Minister Pierre Laval, but
Polish-German relations also appear to be excellent.
The future policy doubtless will depend in large
part on the leadership that soon will emerge in
Poland. Messages of condolence poured into War-
saw this week from all other capitals.

War Looms in Ethiopia

THAT Italy and Abyssinia soon will become en-
gaged in a struggle involving the independence

of the ancient Ethiopian kingdom now is the firm
conviction of observers in London, Paris and other

European centers. Premier Benito Mussolini
strengthened the belief this week by calling ad-
ditional hundreds of thousands of Italian troops to
the colors, and by warning the rest of the world not
to interfere in the developing conflict. Iven if the
Italian Government wished to reverse its position,
war might easily be forced by the assiduous propa-
ganda of recent months in Italiy and all but univer-
sal expectation there of new conquests in Africa.
A retreat by the Italian Government now would
involve a decided loss of prestige, and it is quite
unlikely that Signor Mussolini will take any such
risks. The Abyssinian Government is well aware of
the implications of recent developments and is tak-
ing what steps it can to obtain a hearing before
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the League Council, but European reports suggest
that Italy will refuse to recognize the League’s
rights in this matter. Troops in vast numbers
already have been sent to the Italian colonies con-
tiguous to Abyssinia, and it was recently indicated
that they will be increased to 200,000 soon. Because
of the difficulty of landing troops during the mon-
soon, these troops had to be dispatched during the
spring and early summer, although weather con-
ditions make it altogether unlikely that hostilities
will occur before the autumn.

The Italian war preparations reached a high pitch
when mobilization notices were posted last Monday
for the 200,000 soldiers of the class of 1912, and to
certain groups of the 1911 class. These measures
caused much anxiety throughout Europe, and it was
rumored that Great Britain and France might make
representations at Rome against any “punitive ex-
pedition” by Italy against Ethiopia. Premier Mus-
solini set all such rumors at rest Tuesday with a
firm declaration before the Senate in Rome. After
pointing out that more workmen than soldiers so
far have been sent to the Italian colonies in Africa,
Signor Mussolini added emphatically that “all the
soldiers we believe necessary will be sent out.” And
no one, he added “can take upon himself the intol-
erable presumption to dictate to us concerning the
character and volume of our precautionary meas-
ures.” Only Italy can judge this “delicate matter,”
the Italian dictator declared, and he denied cate-
gorically the reports that England and France are
taking diplomatic steps in the premises. “The very
word ‘step’ is extremely distasteful,” he continued,
“and although some people beyond our frontiers
would have desired it, the truth is that no step has
been taken up to the present.” Cordial relations
between Italy and the other great European Powers
make it quite improbable that any steps will be
taken, the Italian Premier added. The well-con-
trolled Italian press, with its accustomed unanim-
ity, declared on Wednesday that imposition of a
“new organization” upon Ethiopia is necessary, and
this appears to mean civil or military control by
Italy. A decree appropriating 302,700,000 lire of
“extraordinary credits” for use in the Italian colo-
nies in Africa also was published Wednesday.

The Abyssinian Government, alarmed by the
steady Italian preparations, has urged the League
of Nations to take action, but European dispatches
already have outlined a course of delay that will
give Premier Mussolini ample time to decide upon
his intentions and to carry them out without any
real interference. The League Council is to consider
the dispute next week. It appears, however, that
Italy is ready to name arbitrators, and it is accepted
as a foregone conclusion that the Council will accept
the Italian suggestions for conciliation by such
means. The Italian conciliators can make the dis-
pute with Ethiopia just as lengthy as Premier Mus-
solini wants it, one Geneva report remarks, signifi-
cantly. In this connection it is recalled that the
Council sidetracked the entire matter in its Janu-
ary meeting, obviously as the result of a definite
understanding among the French,- British and
Italian representatives. Ethiopian authorities,
meanwhile, are preparing general mobilization
orders and are importing some modern arms. Em-
peror Haile Selassie declared late last week that
his country never will submit to becoming another
Manchuria. Official circles in London and Rome
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are said to view the whole affair with much concern,
but Signor Mussolini’s declaration of Tuesday is a
sufficient indication of the real attitude of the Brit-
ish and French Governments. Dispatches from
Aden, Arabia, state that the British have concen-
trated a number of large airplanes there in order
to evacuate Britons from Abyssinia with the great-
est dispatch in the event of hostilities.

Discount Rates of Foreign Central Banks

HE Netherlands Bank on Wednesday lowered
its discount rate from 4149, to 49, the former
rate having gone into effect on April 9, at which time
it was rvaised from 49,. The National Bank of
Belgium on the same day reduced its rate to 29,
from 2149,. The 2149, vate has been in effect
since Aug. 28 1934, at which time it was reduced
from 39%,. Present rates at the leading centers are
shown in the table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Rate in Pre-
Effect Date vious
May17| Estadblished | Rate

Austria....| 4 Feb, 23 1935| 414
Belglum...| 2 21
7 8

Rate in’
Effect
May17

Country Country Date
Established
Oct. 17 1932
Feb. 16 1934
3 June 30 1932
1§ [Mar. 25 1935
July 31933

Mar. 11 1935 __
Jan. 24 1935| 4%
July 18 1933 5

Jan. 251933
May 31935
Nov. 29 1933
June 30 1932
Sept. 25 1934
Dec. 4 1934
May 31 1934
Sept. 30 1932
Oct. 13 1933
May 15 1935

-
N

Csechoslo-

vakia. ...
Danzig. ...
Denmark . .
England. ..

-
RN
=

Jan. 2 1934
May 23 1933
Oct. 25 1933
Dec. 13 1934
Dec. 7 1934
Feb. 21 1933
Oct. 22 1932
21 |Dec. 11933
2% |May 2 1935

Norway ...
Poland. ...
Portugal. ..
Rumania . .| 43
South Africa
S

)
N N
x
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N
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Switzerland
Holland . . .

Foreign Money Rates

lN LONDON open market discounts for short billg

on Friday were 9-169, as against 9-169; on
Friday of last week, and 9-16@2%49% for three-
months’ bills as against 9-16@24% on Friday of last
week. Money on call in London on Friday was 149%,.
At Paris the open market rate remains at 2149, but
in Switzerland the rate was raised on Wednesday
from 29, to 2149.

Bank of England Statement

HE Bank of England statement for the week

ended May 15 shows a gain of £64,530 in gold
boldings and this, together with a contraction of
£3,929,000 in circulation, resulted in reserves in-
creasing £3,993,000. Public deposits rose £119,000,
while other deposits fell off £1,072,988. The latter
consists of bankers’ accounts, which decreased
£1,550,993, and other accounts, which increased
£478,005. The reserve ratio rose to 42.319, from
39.37% a week ago; last year it was 50.199,. Loans
on Government securities decreased £5,570,000, while
those on other securities went up £639,816. Other
securities include discounts and advances and securi-
ties. The former decreased £90,692, while the latter
increased £730,508. The discount rate remains un-
changed at 29,. Below are the figures with com-
parisons of previous years:

BANK OF ENGLAND'S COMPARATIVE STATEMENT

May 16
1934

May 17

May 21
1033 i

May 15
1935 1931

May 18
1932

Circulation
Public deposits 7,367,000| 11,215,132| 15,503,836| 21,426,091
Other deposits 141,498,622135,410,854|134,670,791/107,219,991| 90,859,369
Bankers' accounts. |103,008,172| 99,028,490| 97,208,183| 74,602,046| 56,633.516

Other accounts 38,400,450 35,482,364| 37,372,608| 32,617,945| 34,025,853

86,907,044| 75,412,635| 68,451,127| 72,044,656| 31,879,684

16,733,400/ 15,368,368| 23,248,481 31,845,895
5,320,588| 11,573,805 1689, 5,956,300
10,047,780| 11,674,676 21,698,088| 25,889 505
73,603,605| 76,340,249| 40,082,935| 59,664 825
192,046,170|186,076,757|123,522,501|151,205,686

50.19% 50.80%
2% 2%

£ £ £ £ £
390,321,000(378,442,751|370,636,508(358,439,566|351,540,860
3

14,966,005

Other securities. ...
Disct. & advances.
Securities

Reserve notes & coln

Coin and bullion. . .

Proportion of reserve
to liabilities

31.15
Bank rate. 4

56.489,
2% %

2% %

42,319
2%
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Bank of France Statement

HE Bank of France weekly statement dated

May 10 reveals another decline in gold hold-
ings, the loss this time being 343,586,129 francs.
Gold holdings now aggregate 80,283,158,011 francs,
which compares with 76,607,962,159 franes last year
and 80,904,169,894 francs the previous year. A de-
crease also appears in French commercial bills dis-
counted of 43,000,000 francs, in bills bought abroad
of 1,000,000 francs and in advances against securities
of 57,000,000 francs. The Bank’s ratio is now
80.109,, which compares with 78.269, a year ago
and 78.089, two years ago. Notes in circulation
show a decline of 632,000,000 francs, bringing the
total of notes outstanding down to 82,651,618,950
franes. A year ago circulation stood at 81,087,-
644,580 francs and the year before at 84,024,305,370
francs. The item of creditor current accounts regis-
ters an increase of 282,000,000 francs. Below we fur-
nish a comparison of the various items for three years:

BANK OF YFRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week May 10 1935 | May 11 1934 | May 12 1933

Francs Francs Francs Francs
—343,586,129|80,283,158,011|76,607,962,159(80,904,169,894
No change, 9,015,243 13,768,824| 2,462,414,601

—43,000,000| 3,728,751,142| 4,608,558,111| 3,089,556,612
—1,000,000| 1,055,486,276| 1,080,881,808| 1,370,969,764
—57,000,000| 3,112,522,928| 3,060,467,080| 2,656,173,048
—632,000,000/|82,651,618,950|81,087,644,580(84,024,305,370
+282,000,000(17,575,886,051|16,804,502,175|19,595,045,309

Fropor'n of gold on

hand to sight liab —0.06 7 80.10% 78.26% 78.08%
a Includes bills purchased in France. b Includes bills discounted abroad.

Gold holdings
Credit bals. abroad.
a French commercial
bills discounted. .
b Bills bought abr'd
Adv. agalnst securs.
Note circulation_ ...
Credit current accts.

Bankers’ Acceptances

HE market for prime bankers’ acceptances has
been extremely dull during the week, due to
the shortage of high-class bills. Quotations of the
American Acceptance Council for bills up to and
including 90 days are 3-169, bid and 149, asked;
for four months, 149 bid and 3-169, asked; for
five and six months, 349, bid and 5-169, asked.
The bill buying rate of the New York Reserve Bank
is 149, for bills running from 1 to 90 days, 349, for
91- to 120-day bills, and 19, for 121- to 180-day bills.
The Federal Reserve banks’ holdings of acceptances
increased from $4,698,000 to $4,705,000. Their
holdings of acceptances for foreign correspondents,
however, remain unchanged at $16,000. Open
market rates for acceptances are nominal in so far
as the dealers are concerned, as they continue to
fix their own rates. The nominal rates for open
market acceptances are as follows:

SPOT DELIVERY
—180 Days— —150 Days— —120 Days—
Bid  Asked Bid  Asked Bid  Asked
Prime eligible bills % %6 % Y X 36

—90 Days— ——60 Days— ——30 Days—
Bid  Asked Bid  Aszked Bid  Asked
Prime eligible bills he 41 e M e 1

FOR DELIVERY WITHIN THIRTY DAYS
Eligible ber banks
Eligible ber banks

% % bid
3% % bla

New York Money Market

DEALINGS in the New York money market were
entirely routine this week, with changes in
rates lacking. The supply of funds outstripped the
demand to a greater degree than ever, and excess
reserves of member banks mounted to a new high.
The wave of Federal Reserve rediscount rate reduc-
tions was reflected in the lowering of the figure by
the Minneapolis institution on Monday to 2% from
215 %, but this was only of distant interest to the
New York market. Like other reductions recently
effected elsewhere, it has no significance, since no
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borrowing is being done from the Reserve institu-
tions in any event. The Treasury sold last Monday
an issue of $50,000,000 discount bills due in 272
days, and awards were made at an average rate of
0.143%, computed on an annual bank discount
basis. Call loans on the New York Stock Exchange
were 1/ 9% for all transactions, whether renewals or
new loans, while time loans were again arranged at
their range of 14,@34%. There were no changes
in bankers’ bill or commercial paper rates.

New Yérk Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 14 of 1%
remained the ruling quotation all through the week
for both new loans and renewals. The market for
time money shows no change this week, no transac-
tions having been reported. Rates are 4% on all
maturities up to three months and 249, for longer
maturities. Trading in prime commercial paper
has been moderately active this week. Paper
has been in good supply and the demand has held up
fairly well. Rates are 349 for extra choice names
running from four to six months and 19, for names
less known.

Discount Rates of the Federal Reserve Banks

HIS week—May 13—the Federal Reserve Bank

of Minneapolis lowered its rediscount rate from
2149 to 2%, effective May 14. The 2149, rate of
the Bank had been in effect since Jan. 8 1935, when
it was lowered from 39%,. There have been no other
changes this week in the rediscount rates 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

Rate in
Effect on
May 17

Federal Reserve Bank Date
Established

Feb. 8 1934
Feb. 2 1934
Jan. 17 1935
May 11 1935
May 9 1935

May 14 1935
May 10 1935
May 8 1935
Feb. 16 1034
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Course of Sterling Exchange

TERLING exchange is firmer than it has been in
many weeks against both dollars and French
francs, and also with respect to all other currencies.
The range for sterling this week has been between
$4.86 and $4.9214 for bankers’ sight bills, compared
with a range of between $4.8314 and $4.85%% last
week. The range for cable transfers has been be-
tween $4.8614 and $4.9234, compared with a range
of between $4.83%% and $4.8534 a week ago.

The following tables give the mean London check
rate on Paris from day to day, the London open
market gold price, and the price paid for gold by
the United States:

MEAN LONDON CHECK RATE ON PARIS

Saturday, May 11 ‘Wednesday, May 15
Monday, May 13 Thursday,
Tuesday, May 14 Friday, May 17

LONDON OPEN MARKET GOLD PRICE
Saturday, May 11 ‘Wednesday, May 15-..142s, 9d.
Monday, May 13 Thursday, May 16--.142s. 7d.
Tuesday, May 14 Friday, May 17...141s. 8d.

PRICE PAID FOR GOLD BY THE UNITED STATES (FEDERAL
RESERVE BANK)
$35.00 | Wednesday, May 15
35.00 | Thursday,
35.00 | Friday, May 17

Saturday, May 11 $35.00

Monday, May 13
Tuesday, May 14
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The most significant development of the week in
foreign exchange was the radio address of Secretary
of the Treasury Morgenthau on Monday. Com-
ments on the address by Secretary of State Hull and
by Mr. Leon Fraser, retiring President of the Bank
for International Settlements, strongly endorsing
Mr. Morgenthau’s announcement that the United
States would not “be an obstacle to stabilization,”
also had a marked influence on the course of the mar-
ket. The Secretary of the Treasury’s address and
the more important comments on it are fully dis-
cussed elsewhere in this issue. There can be no
doubt that market operators everywhere, partly, per-
haps, as the result of the statements of these three
high officials, have taken a bullish position on
sterling.

The attitude of the market appears to be a com-
plete acceptance of the idea that the London mone-
tary authorities will be the determining factor in
all monetary and currency alignments which the
future, whether near or remote, may disclose for
international trading operations. British Imperial
policy has doubtless already been formulated and
regardless of whether ov not a conference is held on
currency and economic problems, such policy will be
given full force and effect. The foreign exchange
market apparently has not forgotten the solemn
statement of the British Treasury authorities that
the Imperial Government “will have no commit-
ments” with any other nation on monetary and
currency matters. This impression was heightened by
the conferences held this week between Professor
Harry White, of the University of Wisconsin, acting
as semi-official representative of the President, and
Sir Frederick Leith-Ross, economic adviser to the
British Government, in which it was made clear that
the British Government considers a definitive settle-
ment of the war debt question essential before an
understanding can be reached on stabilization. A
prolonged period of de facto stabilization at s'ight'y
below $4.86 to the pound is considered advisable by
the British before concluding formal accords, in
order to test the effectiveness of this parity, in view
of their conviction that the gold bloc countries must
inevitably devaluate.

Whatever the terms “‘stabilization,” “devaluation’
or “revaluation’” may mean, some eminent banking
authorities seem to be of the opinion that no matter
what a future international conference may accom-
plish, Great Britain will not in any predictable
period return to the free gold standard as it existed
before the war. It seems to well-informed London
authorities unlikely that the Bank of England will
pay out gold coin or bullion for the regulation of
exchange as long as gold commands the present high
prices induced by the universal spread of hoarding
in the Occidental world. The price of gold must fall
before Great Britain will again return to anything
like a free gold standard. According to responsible
heads of South African and other mining companies,
as judged by announcements made to their share-
holders during the past year, the price of gold is
not expected to decline much below 140 shillings an
ounce for some years. But whether or not these
prognostications, based upon motives of self-interest,
prove correct in the long run, it is well to consider in
connection with stabilization projects that the gold
holdings of the Bank of England are carried at the
statutory rate of 84 shillings an ounce.
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It is believed by competent authorities in Great
Britain and elsewhere that when the present business
depression has passed and confidence in international
trade has been more generally restored throughout
the world, there will be a widespread movement of
money into investment channels, and as this trend
gains in strength the price of gold will reach decidedly
lower levels, which will be more in equilibrium with
general commodity prices, though such a level may
conceivably be higher than 84 shillings an ounce.
Meanwhile, any claims which may arise in any part
of the world on London may be satisfied in gold
through the London open market, without recourse
to the Bank of England.

Shortly after Great Britain abandoned the gold
standard in 1931, the British Parliament passed a
resolution making the gold holdings of all claimants
inviolable in the London market. This fact explains
the huge volume of gold held in the vaults of the

" London banks for account of foreign holders. It
should be remembered that a great part, if not the
major part, of these London hoards is owned by
industrial and commercial companies which have
large international dealings and draw upon these gold
holdings from time to time in order to use the metal
whenever gold is required in settlement of their bal-
ances.

In brief, it is thought that Great Britain, as the
world’s leading international commercial power, is
determined that the sterling group, including all the
British Commonwealths, the Scandinavian countries
and numerous other nations, must prevail and that
other currencies, however they may be valued, must
be brought into harmony with sterling.

Money continues in abundant supply in London
and British banks are still experiencing difficulty in
making use of their funds. Deposits increased more
than £1,700,000 in April to £1,940,000,000, which
was £8,800,000 higher than a year ago. Security
holdings rose by £3,418,000 to a new high record of
£617,800,000, while bill holdings declined further by
£7,590,000. Advances reflect recovery in tcade, hav-
ing risen nearly £8,000,000 in April. The “Financial
News” index of 30 industrial shares, based on the
average of 100 in 1928, was 96.9 on May 9, against
92.4 a month earlier and 90 a year ago. The high
record was 97.19, on Jan. 23 last and the low record
51.39%, at the end of May 1932.

In the London open market money rates continue
to reflect the abundance of available funds. Call
money against bills is in supply at 149%. Two
months’ bills are 9-169,, three and four months’ bills
9-169% to 4%, and six months’ bills 849, to 11-16%,.

All the gold available in the London open market
was as usual taken for unknown destinations, gen-
erally understood to mean for account of private
hoarders. On Saturday last there was so taken
£170,000; on Monday, £290,000; on Tuesday,
£297,000; on Wednesday, £235,000; on Thursday,
£228,000, and on Friday, £467,000.

The gold movement at the Port of New York for
the week ended May 15, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, MAY 9-MAY 15, INCLUSIVE
Imports | Ezports
$2,035,000 from Holland |
1,678,000 from Canada
9,000 from Guatemala

None

$4,622,000 total
Net Change in Gold Earmarked for Foreign Account
Decrease: $111,000

Note—We have been informed that approximately $384,0007in gold was
recelved from China at San Francisco,
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The figures given above are for the week ended
Wednesday. On Thursday there were no imports
or exports of the metal or change in gold held ear-
marked for foreign account. On Friday $9,587,600
of gold was received from France. There were no ex-
ports of the metal or change in gold held earmarked
for foreign account.

Canadian exchange this week went to a premium
in terms of the United States dollar. On Saturday
last Montreal funds were quoted from par to a pre-
mium of 1-16%; on Monday from par to a premium
of 14%; on Tuesday from a discount of 3-329, to
par; on Wednesday from a discount of 159, to par;
on Thursday at a premium of 1-169%,, and on Friday
from par to a premium of 1-16%.

Referring to day-to-day rates, sterling exchange
on Saturday last was firm in dull trading. Bankers’
sight was $4.86(@%$4.863%; cable transfers, $4.8614@
$4.8615. On Monday sterling was in demand in
many markets. The range was $4.8714(@$4.88%%
for bankers’ sight and $4.8734@$4.887% for cable
transfers. On Tuesday sterling was still in demand
but slightly easier. Bankers’ sight was $4.87@
$4.8734; cable transfers, $4.8714@$4.88. On Wednes-
day sterling was irregularly firm. The range was
$4.8634 @%$4.8734 for bankers’ sight and $4.8674@
$4.877% for cable transfers. On Thursday the pound
continued firm against all other currencies. The
range was $4.881/@$4.8914 for bankers’ sight and
$4.8834@$4.8934 for cable transfers. On Friday
sterling vose sharply, the range was $4.9014@$4.9214
for bankers’ sight and $4.9024@$4.923% for cable
transfers. Closing quotations on Friday were $4.9034
for demand and $4.91 for cable transfers. Com-
mercial sight bills finished at $4.90%%4; 60-day bills
at $4.90; 90-day bills at $4.89%4; documents for pay-
ment (60 days) at $4.90, and seven-day grain bills
at $4.90145. Cotton and grain for payment closed
at $4.9024.

Continental and Other Foreign Exchange

RENCH francs have been under considerable
pressure since Thursday of last week. Funds
have been moving out of Paris to London and a con-
siderable quantity of gold was engaged for shipment
from Paris to New York. The agitation for devalua-
tion of the French franc under the leadership of M.
Paul Reynaud, former Finance Minister, seems also
to be gaining in force and contributes largely to the
weakness in the unit. The franc is easier not only in
terms of the dollar and of sterling, but also in terms
of Holland guilders, the Swiss franc and the belga.
Most of the gold already taken from Paris was en-
gaged when the franc was around 6.59. A rate of
about 6.5824 cents was considered necessary a short
time ago in order to make shipments at a profit. At
present the lower rate is still the only practicable one
for all New York banks but a few with exceptional
facilities.

The movement of funds away from Paris also
reflects largely a movement away from other Euro-
pean countries by way of Paris, and is due to the
fact that a great many Europeans are suffering re-
newed anxiety concerning the prospects of devalua-
tion, not only of the franc but of other currencies,
and do not consider themselves safe unless all possible
of their available funds are converted into gold.
This hoarding, motivated by the desire for personal
security, accounts for much of the London open mar-
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ket gold purchases, as well as for the transfer of
French gold to this side.

French banking interests seem to have derived no
encouragement from Secretary Morgenthau’s radio
address, though most of the Paris newspapers in-
terpreted his remarks as a clear invitation to Great
Britain to initiate a stabilization move. ‘I’Infor-
mation,” a financial paper, commented as follows:
““America having astonished the world by depreciat-
ing her currency in record time, now wants to aston-
ish with her anxiety to stabilize.” Another financial
commentator observed: “As a historian, he is dis-
tinctly mediocre. The devaluation of the dollar,
according to him, was a consequence of attacks by
foreign speculators. In saying this he forgets that
the devaluation was, above all other things, a political
manoeuvre designed to satisfy America’s debtors and
producers.”

The Belgian situation is showing marked improve-
ment. Funds have been flowing back to Antwerp
at such a rate that they are now in great abundance,
with the result that the Belgian National Bank re-
duced its rate of rediscount, effective May 15, to
29, from 2149,. The latter rate had been in effect
since Aug. 28 1934, when it was reduced from 37.
On Monday the Belgian Government announced the
conversion of the Belgian rentes to a 49 basis. The
offer to convert all 59, and 69, rentes, amounting to
14,500,000 francs, into a consolidated 49, issue,
Finance Minister Gerard said, would break the vicious
circle in which the national economy has been en-
closed. He argued that the high long-term money
rates erush production, discourage the spirit of enter-
prise, keep unemployment high, hamper exchanges,
and immobilize capital. Premier Van Zeeland made

the claim that the first financial battle of Belgium
has been won, pointing out that rentes have advanced

159, within a few days. It would seem that the
Belgian stock markets are active, Government funds
have risen, there is considerable dehoarding, retail
buying is active, and improvement is seen in almost
every branch of Belgian industry, due to increased
home and to some extent foreign demand. These
improvements are attributed to the 289, devaluation
of the belga. However, it cannot be denied that
despite many grave obstacles a general business re-
covery is in progress throughout the world, in which
Belgium, of course, finds its share.

On Monday, May 13, the Italian Government
passed a decree prohibiting the exportation of silver
from Italy in any form. Export of the metal in
ingots, lumps, powder or pieces, such as jewelry and
money, is strictly forbidden. Travelers going abroad
will be permitted to take out not more than 50 lire
(about $4) in silver. This decree can be only partly
ascribed to American silver purchase policies. Be-
fore the Italian silver currency could be melted to
take advantage of high world silver prices, the quo-
tation would have to reach approximately $3 an
ounce. No explanation is given for the decree, but
banking circles in Rome feel that in part at least it is
due to the fact that Italy would need much silver to
finance her African military and colonial operations.

The following table shows the relation of the lead-
ing European currencies still on gold to the United

States dollar:

0ld Dollar New Dollar
Parity Parity

Range
This Week
6.58% to 6.59%
16.91 to 16.93
8.20 to 8.24%4
32.30%4 to 32.34
67.65 to 67.78

6.63
16.95
8.91
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The London check rate on Paris closed on Friday
at 74.69, against 73.65 on Friday of last week. In
New York sight bills on the French center finished
on Friday at 6.5814, against 6.59 on Friday of last
week; cable transfers at 6.5834, against 6.5914%; and
commercial sight bills at 6.561%, against 6.56%%.
Antwerp belgas finished at 16.9114 for bankers’ sight
bills and at 16.9214 for cable transfers, against 16.91
and 16.92. TFinal quotations for Berlin marks were
40.25 for bankers’ sight bills and 40.26 for cable
transfers, against 40.20 and 40.21. Ttalian lire closed
at 8.2114 for bankers’ sight bills and at 8.2214 for
cable transfers, against 8.2114 and 8.2214. Austrian
schillings closed at 18.80, against 18.81; exchange on
Czechoslovakia at 4.17, against 4.1714; on Bucharest
at 1.01, against 1.0114; on Poland at 18.85, against
18.86, and on Finland at 2.1614, against 2.15.
Greek exchange closed at 0.93 for bankers’ sight bills
and at 0.9314 for cable transfers, against 0.93 and .
0.9315.

—

EXCHANGE on the countries neutral during the

war is generally firmer. The Scandinavian
units reflect the firmer tone of sterling. Holland
guilders have been gaining in strength for several
days and have been especially strong in terms of
French francs, with the result that shipments of gold
from Paris to Amsterdam have been in prospect all
week. The trend was reversed on Friday, when a
selling movement sent guilders down 10 points
to 67.65. Quotations in the forward market are
nominal. The guilder is still relatively easy in
terms of the dollar, due partly to the fact that there
has been a considerable flow of Dutch funds to the
New York security market.

The improvement in the Dutch situation is reflected
in the fact that the Bank of The Netherlands reduced
its rediscount rate on Wednesday, May 15, to 49,
from 4146%. Only recently the Dutch central bank,
confronted with a drain on its gold reserves, raised its
rediscount rate from 314%, to 414%,. The loss of gold
was attributed chiefly to a flight of capital caused by
doubt as to the ability of the bank to maintain the
present gold standard. The drain has now ceased,
though the gold lost has not been replaced. In some
banking circles it is thought that the present reduc-
tion is merely a gesture to instil confidence. The
Bank of The Netherlands statement as of May 13
showed gold stocks unchanged from the previous
week at 645,300,000 guilders. The gold cover is
now 71.79,.

The Swiss franc is only slightly firmer in the general
foreign exchange market. The firmness abroad is
chiefly a reflection of the present bear attack upon
the French franc. On the other hand, the Swiss
radical parties have apparently decided to oppose the
Swiss “New Deal” plebiscite which is to take place
on June 2. This opposition, if successful, may offset
the influences now working for devaluation of the
unit. The plebiscite vote, if carried, will effect an
amendment to the Swiss constitution. It is termed
by its proponents “crisis initiative.” The amend-
ment provides for the adoption of measures to fight
the depression through raising salaries, wages and
farm prices; increasing employment; lightening debt
service; formulating methods of unemployment in-
surance; controlling export of capital; regulating
financial markets; and controlling trusts and com-
bines.
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Bankers’ sight on Amsterdam finished on Friday
at 67.68, against 67.67 on Friday of last week;
cable transfers at 67.69, against 67.68; and com-
mercial sight bills at 67.66, against 67.65. Swiss
francs closed at 32.31 for checks and at 32.32 for
cable transfers, against 32.32 and 32.33. Copen-
hagen checks finished at 21.91 and cable transfers at
21.92, against 21.68 and 21.69. Checks on Sweden
closed at 25.31 and cable transfers at 25.32, against
25.03 and 25.04; while checks on Norway finished at
24.66 and cable transfers at 24.67, against 24.40 and
24.41. Spanish pesetas closed at 13.6414 for bankers’
sight bills and at 13.651% for cable transfers, against
13.65 and 13.66.

—,—
XCHANGE on the South American countries
presents mixed trends. The Argentine peso is
firm in keeping with the generally higher rates quoted
for sterling exchange. For a long time the Buenos
Aires authorities have looked toward London for
guidance in determining Argentine rates. The un-
official or free peso is steady and firmer, showing a
range this week of between 25.75 and 25.80, whereas
last week the range was between 25.16 and 25.80,
with the average rate around 25.55. In contrast to
the firmness in Buenos Aires the Brazilian milrei,
which for several years has moved somewhat more
independently of London, is now showing considerable
weakness, a condition which is disturbing to business
men in Rio de Janeiro, who fear the results of pro-
tracted difficulties in the exchange situation. Vari-
ous reasons are assigned for the present softness in
the milrei. Some attribute the weakness to dimin-
ished exports, which have resulted in fewer available
export bills. Some important interests in Brazil are

urging that the Government should cease foreign debt
payments temporarily and use the service money re-

quired by the debts to pay for imports. It is asserted
in other quarters that the weakness is due in part at
least to the Brazilian-German trade agreement,
which stipulates that Brazilian exports are to be paid
in German blocked marks.

Argentine paper pesos closed on Friday, official
quotations, at 3214 for bankers’ sight bills, against
32.37 on Friday of last week; cable transfers at 3234,
against 3214. The unofficial or free market close
was 2534/ @257%, against 25.65@2534. Brazilian
milreis, official rates, are 8.18 for bankers’ sight
bills and 814 for cable transfers, against 8.07 and 814.
The unofficial or free market close was 554, against
5%{. Chilean exchange was nominally quoted on the
new basis at 5.20, against 5.20. Peru is nominal at
2334, against 23.42.

g
XCHANGE on the Far Eastern countries con-
tinues to be seriously affected by the derange-
ment of the leading foreign exchanges and by the
uncertainties of the world silver situation. Owing to
the increased firmness which developed in the silver
market in London on Wednesday, the Far Eastern
silver currencies moved higher, though the Shanghai
dollar is less responsive than formerly to advances in
the price of silver. The Indian rupee, being legally
attached to sterling, reflects the generally higher level
of the chief exchange. The same is true of the Japan-
ese yen, which is kept in alignment with sterling
as a fixed policy of the Japanese exchange control
under the guidance of the Bank of Japan.
In connection with the United States silver pur-
chase policies and their relation to Far Eastern ex-
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change, it is of interest to note statements made by
Chang Kia-ngau, General Manager of the Bank of
China, at the annual meeting of the shareholders at
Shanghai on March 30. “It has been argued by
those in favor of a higher price for silver that this
would increase China’s purchasing power abroad,
but that this is not so is shown by the fact that, de-
spite the higher price of silver last year, China’s
imports decreased by $316,000,000. Is it that the
United States Government are so ignorant of China’s
position with respect to silver, and so ill-informed as
to the economic situation in this country, that they
do not understand the source of China’s purchasing
power, or is it their deliberate intention to force up
the value of China’s currency in order to decrease
our exports and facilitate American competition in
this market? It is earnestly to be hoped that the
United States legislature will appreciate that a rise
in the price of silver will be beneficial to China as a
silver standard country only to the extent that com-
modity prices also rise, that no stability in the price
of silver can be possible without the co-operation
of the silver-using countries, and that the United
States trade in the Far East will be benefited to a
much greater extent through a strengthening of
financial conditions in this country, which has a
population of more than 400,000,000, than through
the present silver purchase policy.”

Closing quotations for yen checks yesterday were
28.88, against 28.63 on Friday of last week. Hong
Kong closed at 6114/@61 9-16, against 5814 @58 9-16;
Shanghai at 4134@417%, against 41@411%; Manila
at 49.85, against 49.95; Singapore at 5715, against
567%; Bombay at 37.20, against 36.73, and Calcutta
at 37.20, against 36.73.

Foreign Exchange Rates

URSUANT to the requirements of Section 522

of the Tariff Act of 1922, the Federal Reserve

Bank is now certifying daily to the Secretary of the

Treasury the buying rate for cable transfers in the

different countries of the world. We give below a
record for the week just passed:

FOREIGI\{; EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE

ANKS TO TREASURY UNDER TARIFF ACT OF 1922
MAY 11 1935 TO MAY 17 1935 INCLUSIVE

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

May 13

Country and Monetary
Unit

May 11 May 14 | May 15 | May 16 | May 17

s 3 $
J187741%| (187741%| .187708%

$ $ s
L187625% J87741%| .187525*
.169107 | .169126 | .169134

Europe—

Austria, schilling.__..

.169130
Bulgaria, lev .012750%| .012750% .012750% .012750% .
Czechoslovakia, krone| .041714 | .041696 | .041696 | .041696
. 217015 | .217783 | .217409 | .217483
England, pound sterl'g|4.860916 |4.877666 |4.871583 |4.873666 4.
Finland, markka .021429 | .021520 | .021479 | .021450 | .0Z
France, franc. L065879 | .065895 | .065881 | 065892 | .|
Germany, reichsmark| .402085 | .402400 | .402400 | .402571 | .
Greece, drachma. 009340 | .009330 | .009350 | .609350 | .00¢
Holland, guilder. 677128 | .677078 , .677078 | .677328 , .
.294375% .294125% .294125% .
.082028 | .082120 | .082391
.245125 | .244833 | .
.188360 | .188440 | .
044366 | .
.010065 | .
.136525 | .

Yugoslavia, dinar 1022687 | .0 1022725 | 022737

Asia—
ina—

Chefoo (yuan) dol'r] .407916
Hankow (yuan) dol'r| .
Shanghali(yuan) dol.| .
Tientsin(yuan) dol'r| .
Hongkong, dollar..| .

410000 | .415000
410416 | 415416
409583 | .
410416 | .
595620 | .
366868 | ..
Japan, yen 4 .286315 | . ~
Singapore (8. 8.) dol'r| .. 567500 | . 571875
Australasia—
Australia, pound 3.853750%(3.865937*(3.863750%3.870000*3.872812%3.808125*
NeAw' ?ealand. pound.|3.876875%3.889062*3.887187+%'3.890833*3.896250%'3.921562*
rica—
South Africa, pound..|4.804687*4.8235C0*/4.818000*/4.826562*4.838500+/4.860250*

North America—
Canada, dollar......| .999609 |1.000781 | .999010 | .999192
Cuba, peso. 999200 | .999200 | .999200 | .
Mexico, peso (silver).| .277800 | .277800 | .277925 | .
.096937 | .998687 | .996625 | .996562

Newfoundland, dollar|
South America—
.323650% .325225% .324537% .324637+%
.082795%| .082640*| .082737*
.051000% . .051000%
.800250% . .BO0875*
5525004 . .544200%

¢ Nominal rates; firm rates rot available.

.999869 (1.001302
.999200 | .999200
277925 | 277875
.997312 | .998937

.325525% .327125*
.082833%| .082916*
.051000%| .|
.802125% .
.544200% .
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Gold Bullion in European Banks

HE following table indicates the amount of gold

bullion (converted into pounds sterling at par

of exchange) in the principal European banks as of

May 16 1935, together with comparisons as of the
corresponding dates in the previous four years:

Banks nf— 1935 1934 1933 1932 1931

£

151,205,686
445,024,383
108,132,550
97,929.000
57,479,000
37,498,000
41,312,000
25,710,000
13,316,000
9,552,000
8,133,000

£

123,522,501
629,211,938
37,825,850
90,064,000
60,876,000
75,892,000
72,163,000
71,318,000
11,441,000,
8,032,000
6,561,000

£

186,976,757
647,233,359
18,239,300
90,372,900
68,284,000
71,536,000
76,451,000
77,345,000
12,056,000
7.397,000
8,380,000

£

192,046,170
612,863,697
6,078,750
90,499,000
74,022,000
66,446,000
77,261,000
61,117,000
15,022,000
7,397,000
6,577,000

£

193,310,789
641,785,264
3,024,100
90,778,000,
63,015,000
53,783,000,
84,838,000
49,925,000
18,040,000,

England .. .
Francea...
Germanyb.

Italy . ...
Nctherlands
Nat. Belg. .
Switzerland.
Sweden . ___
Denmark .. 7,394,000
Norway - - - 6,601,000

Total week. |1,212,494,153|1,209,329,617(1,264,270,416{1,187,407,289| 994,291,619
Prev. week.11,213,411.312'1,206,969,807!1,274,104,70911,178,628,350! 993,107,621

a These are the gold holdings of the Bank of France as reported in the new form
ot statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of whi‘h the present year is £1,090.090.

Secretary Morgenthau on Finance
and Stabilization
The radio speech which Secretary Morgenthau

delivered on Monday night, widely heralded in ad-
vance as an explanation and defense of the currency

policy of the Administration, falls into two unequal

parts. The first, in length about five-sixths of the
whole, is a running account, highly laudatory in
tone, of the monetary performances of the Adminis-
tration, mixed with some severe criticism of the poli-
cies of the Hoover Administration from whose un-
happy consequences and serious perils Mr. Roosevelt
had to rescue the country. The second is a brief
reference to stabilization, coupled with an intima-
tion that the United States is not unwilling to help
in bringing stabilization to pass. A good many
members of the radio audience doubtless felt, as
their first impression, that the monetary policy of
the Administration had been set in a good light,
that currency tinkering was a thing of the past, and
that the United States was now ready, if other
nations were, to join in an international effort for
stabilization and, presumably, to re-establish a gold
standard on a satisfactory basis. A careful read-
ing of the address discloses some curious omissions
in the defense that greatly weaken its force, and an
attitude toward stabilization which. appears in fact
to be little more than a gesture.

Secretary Morgenthau began by reviewing the
course of world trade and the international move-
ment of gold over a number of years preceding 1932,
and the difficulties which nations which went off
gold found in getting dollars with which to pay for
American products. The beginning of withdrawals
of gold “in alarming amounts” in January 1932 was
“fair notice to all concerned that our turn was
coming next,” but although ‘“the panic was knock-
ing at our door . . . nothing effective was done to
avert it,” and “within a few months our financial
structure was in a state of collapse.” In February
and the first few days of March 1933, withdrawals
from the banks aggregated about $500,000,000 in
gold and nearly $2,000,000,000 in currency, and
banks were closing “not individually but by whole
States at a time.” The domestic emergency was
met by President Roosevelt by closing, the banks,
thus ending the run, and ordering gold “into the
custody of Uncle Sam under penalties,” while an
embargo on gold exports stopped the outward flow.

This action, Secretary Morgenthau continued,
“offectively took us off the old gold standard, and
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the dollar began to adjust itself to the realities of
the world situation.” The United States, he took
pains to say, did not lead in the abandonment of the
gold standard; it was not the first but the thirty-
first State to take that course. “The operation was
completed in January of 1934 when the dollar was
revalued and set at 59.06% of its former gold con-
tent,” and “since that time we have enjoyed the
soundest currency in the world.” Various figures
were cited to show the extent to which “our new
dollar” has helped American foreign trade. Look-
ing at the future, Secretary Morgenthau saw “many
indications that world trade will continue to in-
crease,” but “our monetary policy in relation to for-
eign trade.is not intended to capture business, but
merely to protect our normal share.” “We may
as well face the question, however,” he said,
“whether we wish to sell abroad vast quantities of
goods that the buyers cannot pay for unless we lend
them the money.” TUnder its present monetary
policy the United States has been receiving “large
shipments of gold and silver,” but “we are not strip-
ping the world of gold” because world production
of gold is increasing, and “surely some of it can be
used to pay balances.” To the objection that the
gold and silver are sterilized by being locked up in
the Treasury, Secretary Morgenthau replied that
“at least it goes to swell our monetary reserves,”
that “loans in default are not very good backing
for currency,” and that “if we must choose betweén
the two, this Administration elects payment of in-
ternational balances in monetary metals.”

Turning finally to the question of stabilization,
Secretary Morgenthau declared that “the world
should know that when it is ready to seek foreign
exchange stabilization, Washington will not be an
obstacle. Our position was that of an innocent by-
stander who suffered in a fight that he did not start,
and from which he could not escape. Why should
we be singled out and admonished that the moral
duty to restore order is primarily ours? Before we
make any commitments, we must be sure that we -
will not lose what we have just regained. We are
not unwilling to stabilize. However, if the great
trading nations elect to continue under the present
absence of rules we are no longer at a disadvantage.
‘We revalued our currency no more than was neces-
sary and we can go either way. Our hands are
untied.”

It was quickly pointed out that Mr. Morgenthau,
in essaying a graphic description of the panic con-
ditions with which the Roosevelt Administration
coped, omitted some details which materially altered
the picture. Ogden L. Mills, President Hoover’s
Secretary of the Treasury, called attention, in a
statement issued on Tuesday, to the fact that while
from the end of September 1931, to the end of June
1932, the country lost some $800,000,000 in gold,
from July 1932 to January 1933 gold came back to
the amount of over $500,000,000, that the return
continued in January, and that while some losses
were registered in February and March, there was
actually an increase in the monetary gold stock in
April, the month in which the gold standard was
abandoned. The New York “Times” pointed out
editorially on Wednesday that the loss of gold in
February 1933 “was not at all the result of foreign
withdrawals; on the contrary, we imported in that
month §8,800,000 more gold than we exported. The
drain on the Reserve banks’ gold was wholly a con-
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sequence of domestic hoarding, and the reason for
that was fear that the United States would ‘go off
the old gold standard.’”

So much of Mr. Morgenthau’s speech as is now
history is important at the moment chiefly as show-
ing that official claims, and the figures adduced to
support them, cannot safely be taken without exami-
nation. The greater significance of the speech lies
in what was said about stabilization and American
foreign trade.

It is graitfying, no doubt, to be told that the Ad-
ministration has any interest at all in stabilization,
but a less hearty expression of interest, or one less
likely to encourage a favorable response from
Europe, could hardly have been framed. The Ad-
ministration “will not be an obstacle” to stabiliza-
tion of exchange, it is “not unwilling to stabilize,”
but it washes its hands of any responsibility for
present exchange disorders, and apparently takes
no stock in the notion that, in Mr. Morgenthau’s
words, “other nations would certainly follow if we
took the lead.” There will be no commitments un-
less we are “sure that we will not lose what we have
just regained.” If other nations choose to let the
matter slide “we are no longer at a disadvantage,”
for “we revalued our currency no more than was
necessary and we can go either way.” In other
words, not only is stabilization of no practical con-
cern to the Administration unless some other Gov-
ernment brings the question up, but it is ready to
revalue the dollar again, and either up or down,
whenever it thinks it well to do so. Instead of an-
nouncing that currency tinkering was at an end,
Mr. Morgenthau makes it clear that the Administra-
tion is quite ready to have more of it.

As a declaration of financial policy this is cer-
tainly disappointing enough. Yet one may well
wonder why Mr. Morgenthau should even have
hinted at the possibility of stabilization when, as
everybody knows, the primary conditions of stabili-
zation for the United States are lacking. It is not
possible to stabilize the dollar without a balanced
Federal budget, and the budget is not balanced and
no thought, apparently, is being given to balancing
it. There can be no stabilization until Government
expenditures are curbed and new appropriations are
offset by new taxes or other revenue, but expendi-
tures which have already reached astronomical
figures are still mounting, borrowed money takes
the place of new taxes, the Treasury deficit topped
$3,000,000,000 on Wednesday, and currency infla-
tion looms. The Government control of banking
and credit which the pending Banking Act would
fasten upon the country will do nothing to aid stabil-
ization, and the accumulation of silver, to which Mr.
Morgenthau accorded only two or three lines in his
radio speech, is a positive hindrance. Professor
Kemmerer, testifying on Monday before the Senate
subcommittee on banking and currency, put the case
in words which may well become classic when he
said that “if the President of the United States
would make a declaration that there was going to
be no further reduction of the gold content of the
dollar, if Congress would fix the value of the dollar
at 59 cents, if the President would say that all influ-
ences of the Government would be used to keep the
gold standard, if the Government practiced economy
and set up a balanced budget, you would see such a
revival of confidence as we have never seen,” but no

Financial Chronicle

3279

trace of a suggestion of any of these necessary things
appears in Mr. Morgenthau’s airy remarks.

What was said about foreign trade is of a piece
with the allusions to stabilization. Mr. Morgenthau
declared that “we are not stripping the world of
gold,” and pointed to an annual increase of about
$1,000,000,000 in world gold production as evidence,
apparently, that there is quite enough gold to go
around. But he also, by clear implication, opposed
the export of American capital, and insisted that
foreign trade balances due to the United States shall
be paid in gold or silver. The effect of this policy
in the present disordered condition of foreign ex-
change, and of the high tariff policy with which it
is linked, is to deplete the monetary supplies of
countries whose gold supplies are small, and draw
into the American Treasury a more than fair pro-
portion of the new gold that is produced. It is no
wonder that foreign nations, faced with this menace,
are increasingly seeking trade connections elsewhere
or reducing the total volume of world trade by
striving for economic self-sufficiency.

‘We are unable to agree with those who see in Mr.
Morgenthauw’s speech a “strong statement” of Ameri-
can monetary policy. The statement is strong only
in its unequivocal announcement of the purpose of
the Administration to continue tinkering with the
currency to any extent it thinks desirable, and of a
readiness to revalue the dollar either up or down
as it may deem expedient. There is nothing in such
a policy to encourage international action to stabil-
ize exchange, and hence nothing to brighten the out-
look for American foreign trade. With nearly 40%
of the world’s supply of monetary gold, and $185,-
000,000 reported engaged abroad or actually shipped
since April 5, the Administration sits tight and
watches the stream flow on.

Italy, Poland and the European Concert

Just as the war tension in Europe seemed to be
relaxing a little notwithstanding the continuance of
war preparations, the death of Marshal Pilsudski,
dictator of Poland, followed quickly by Premier
Mussolini’s warning that Ttaly claimed a free hand in
its dealings with Ethiopia, has suddenly revived some
old anxieties and awakened new ones. Unrelated
as the two events appear to be on the surface, both of
them affect the concert of the Powers on which the
peace of Europe to a considerable extent depends. A
change of policy in Poland, such as seems inevitable
now that the long-time dictatorship of Pilsudski has
ended, may profoundly affect the immediate future
of Germany and greatly alter the influence of the
Little Entente and France in Eastern Europe. A
decision by Italy, on the other hand, to brook no inter-
ference with its Ethiopian program not only raises
the old and vexed issue of European expansion in
Africa, but cannot fail also to affect, for better or
worse, the position of Italy as a political and military
force in Europe.

The Italian warning followed close upon the report,
on Monday, that soldiers of the class of 1912 (men,
that is, born in that year), in number about 200,000,
had been mobilized and preliminary notices sent to
members of the class of 1911. The report coincided
in date with an appeal of Ethiopia to the Council of
the League charging Italy with failure to appoint
arbitrators, as it had agreed to do in January and
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April, to arrange for settling the controversy between
the two countries, and calling upon the Council
“to see that the territorial integrity and political
independence of Ethiopia,” which is a member of
the League, were ‘“respected and preserved against
aggression.” The Italian arbitrators, as it hap-
pened, had in fact just been chosen, and it was ac-
cordingly expected that the censure of Italy by the
Council, in which Great Britain and France might
reluctantly have felt compelled to join, had been
averted, to the great relief of the Geneva organ-
ization.

On Tuesday, however, in a speech in the Senate
which was loudly applauded, Mussolini made clear
his purpose to act according to his own discretion.
Referring to the fact that more workmen than sol-
diers had thus far been sent to East Africa, “I wish
to add immediately, in the most explicit and solemn
manner,” he declared (we quote from his speech as
transmitted to the New York “Times’”), “that we
will send out all the soldiers we believe necessary.
And no one can take upon himself the intolerable
presumption to dictate to us concerning the charac-
ter and volume of our precautionary measures. No
one can judge this most delicate matter except Italy,
who has in her history a dramatic, sanguinary and
not forgotten experience in this regard.” He denied
that there had been any British or French diplomatic
steps at Rome, and thought that, owing to Italy’s
relations with those Powers, there would be none.
To.those who had feared that an African campaign
might weaken Italy’s military strength, he replied
that “it is precisely because we wish to be tranquilly
secure in Europe that we intend to be well guarded
in Africa.” Between 800,000 and 900,000 troops

were available, fully equipped with arms of Italian
manufacture, and with this guarantee of national
security Italy would continue to collaborate with all
European Powers in the interests of peace.
Mussolini’s outspoken language was not needed to
remind European chancelleries of the gravity of the

situation. It has for some months been widely and
generally believed that Italy, with imperialist ex-
pansion and an outlet for its increasing population in
mind, was fomenting a controversy with Ethiopia
over the boundary dispute between that country and
Ttalian Somaliland as a preliminary to war, and
while the number of Italian troops in East Africa is
still too small for an aggressive campaign, reinforce-
ments and supplies have been steadily increased.
Ethiopia, on its part, has also been pushing actively
its war preparations, and with the memory of a
crushing defeat inflicted upon an Italian force by
King Menelek in 1896, has shown no fear at the pros-
pect of another invasion. It .is this defeat that
Mussolini presumably had in mind when he referred
to “a dramatic, sanguinary and not forgotten ex-
perience’” of Italy. As the Ethiopians, besides know-
ing intimately their rugged country and being inured
to its trying climate, are also furious and relentless
fighters, their resistance to invasion can apparently
be counted upon to be stubborn and bitter.

The announcement that Italy claims a free hand,
however, greatly complicates the situation. The
“concert, of the Powers’” would be more than ever an
empty phrase if Italy, bent upon colonial expansion,
were left free to act in Ethiopia without regard to
what other Powers might think of its motives or
acts, for although freedom of action might be claimed
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as a matter of right, a concerted policy would require
other Powers to concede the claim. Great Britain,
in particular, is not likely to view with unconcern the
establishment of a new Italian outpost in north-
eastern Africa, near to the Suez Canal, but it could
hardly close the Canal to Italian war vessels, even
with the approval of other Powers, without making
itself to some extent a party to the conflict. The
League of Nations is involved because Ethiopia has
from the first insisted that Italy is the aggressor,
and the question of determining the truth of the
charge and, if it is sustained, calling Italy to account
and perhaps imposing sanctions upon one of the
dominant members of the League, will confront the
unhappy Council at the meeting shortly to be held.
Neither France nor Great Britain desires to see Italian
prestige either enhanced or impaired by an African
war, since if Italy were defeated, or succeeded only at
disastrous cost, the dreaded spectre of an African
revolt against European domination would almost
certainly be raised, while if Italian arms were vie-
torious the political and military prestige of Italy on
the Continent would be immensely increased.

Mussolini and not Hitler, accordingly, may turn
out to be the one who is “rocking the boat” of peace.
That he is able, with an overwhelming force and
abundant modern arms, to bring Ethiopia to terms,
seems probable if other Powers do not intervene.
Intervention of any kind, however, would jeopardize
the European concert and perhaps fix more firmly
the determination of Italy to prepare for the day
when it can accomplish its “mission.” It may be
that dictatorship and war are not inseparable, but
something more thrilling than a peaceful daily routine
of work and play is necessary to keep up the national
enthusiam and unquestioned. obedience with which
dictatorship builds its power. The gravest element
in the present situation is the suspicion that Musso-
lini, secure at the moment in his control of the Italian
State, feels the need of an African war to maintain
his hold, and that diplomatic representations or
League protests may only increase his determination
to go on, be the results what they may.

With Italy preparing enthusiastically for a military
crusade whose outcome may greatly alter its position
in Europe, the effect of political changes in Poland
becomes more than ever a matter of general concern.
Pilsudski’s supremacy in Poland was due to his labors
and sufferings for Polish freedom, which made him
a national hero, his great abilities as a soldier, and
his ruthless treatment of whomever or whatever
opposed his will.  Of no other European ruler during
the past decade could it so truthfully be said as of
him that he himself was the State. His personal
ascendancy, however, did not mean that Polish
opinion was unanimous in accepting his opinions and
prejudices. There were good historical reasons why
the Poles, like Pilsudski, should profoundly dislike
and distrust Russia and Bolshevism generally, but
Pilsudski’s friendliness for Nazi Germany has been
by no means universally shared, and there is more re-
gard for France and Great Britain than Pilsudski
himself apparently felt. Pilsudski’s foreign policy,
like that of most other statesmen who have power in
their hands, was determined by Poland’s peculiar
situation. With the exception of Germany, the
surrounding States were ones whose professions of
friendship he took with much allowance, and with
them, accordingly, he pursued as far as possible an
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independent course. It is significant of his realistic
attitude that he kept Poland aloof from membership
in the Little Entente, cultivated with reserve the
Baltic States, except Lithuania, as a buffer against
Soviet Russia, and contrived with some success to
placate German resentment over the existence of the
Polish corridor.

It seems inevitable that the political atmosphere
should now change. Foreign Minister Laval of
France, who halted at Warsaw last week on his way
to Moscow, was received with formal diplomatic
propriety but with no outward evidence of cordiality,
but it is now reported that his visit did something to
improve Franco-Polish relations. If such is the case,
the French alliance may turn out to have more favor
in Polish public opinion than has lately appeared.
The diplomatic question of most importance at the
moment is that of a multilateral pact to which
Poland, Soviet Russia, the Baltic States and Ger-
many should adhere, binding the parties to non-
aggression and to consultation in the event of danger
from without, but lacking the pledge of mutual
assistance to which Germany has objected. If such
a pact were concluded it might, perhaps, be expected
to contribute to the maintenance of peace in Eastern
Europe, although it cannot be said that any European
country has to-day much faith in any agreement
which is not in fact an offensive and defensive alliance.

Of at least equal importance is the question whether
Poland, having prospered under a dictatorship, will
elect to continue under that system or seize the oppor-
tunity to return to parliamentary government. The
Constitution which was adopted last March, but
which is not yet operative, does little more than pre-
serve some parliamentary forms while actually mak-
ing the President a dictator. If dictatorship con-
tinues, the European trend toward dictatorship as a
permanent policy will be strengthened; if genuine
parliamentary government is sought, there is little
in recent Polish history to encourage belief that the
change will be made without disorder. Poland, in
short, like Italy, has suddenly become a danger spot.
A ground of hope seems to lie in the fact that while
36 must solve its domestic problem by its own efforts,
At cannot alter fundamentally its foreign policy with-

f\b t solme regard for the welfare of the Continent as
: vhole.

Shall We Have a Banking Commission

By H. Pirker WILLIS
The so-called “Eccles Bill”, for the amendment of
the Federal Reserve Act, has passed the House of

Representatives, with but little change. The lower
chamber was not willing to accept in toto the project
which had been formulated for compelling the State
banks to become members of the Federal Reserve
System. In all other respects, the House has, how-
ever, given its assent to the far-reaching proposals
contained in the Iccles Bill. Accordingly, the
measure has now gone to the Senate where hearings
have been begun before a sub-committee of the Com-
mittee on Banking and Currency. It is reported
that that Committee has a considerable calendar of
witnesses before it; and yet, the time cannot now be
long before a vote must be had upon the question of
reporting the measure in its present or in an
amended form, and shortly thereafter the Senate
Committee on Banking must reach a parallel conelu-
sion. When it does do so, this all-important meas-
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ure will go to the floor, there to be adopted or
rejected, as the case may be. Without doubt Con-
gress and the President are now on the verge of
making a decision in one way or the other upon the
most significant financial measure that has come up
for discussion since the close of the Civil War. The
situation is one which calls for very careful thought
and for a definite review of the conditions that make
for and against the whole proposal. Such a review,
as briefly as possible, it is sought to present in this
article.
The Meaning of the Eccles Bill

A student of the Eccles Bill must not allow his
attention to be diverted by the multitude of sugges-
tions and proposals which it contains. First of all,
and before all else, it is essential to try to under-
stand the ultimate purposes that are held in view
by the measure. These are presented in three or
four very definite and distinct aspects by its authors
and sponsors:

(1) As a completion and logical application of
the ideas embodied in the Federal Reserve Act, but
never fully worked out in practice;

(2) As a rectification or corrective of faults and
defects in the actual working of the Reserve system,
which have been noted as the result of experience
and which call for modification or alteration, if our
present banking system is to be successful in its
functioning;

(3) As a great advance above anything that has
been attempted heretofore in the “supply and con-
trol of money”, by permitting the Federal Reserve
Board to vary the amount of “money” in the country
in such a way as to permit “planning”, or a “planned
economy”;

(4) As a means of guarding against the arrival
of panic conditions or excessive “inflation”, such as
may easily result, it is asserted, from the present
surplus of credit now found on the books of our
banks and Federal Reserve banks;

(5) As a way of developing needed centralization
in the control of banking, in order to prevent con-
flict of method and purpose and to bring about unifi-
cation and consistency in the development of bank-
ing policies.

Before attempting the analysis of any of these
ideas, it is worth observing that the great powers
that are conferred by the Eccles Bill upon the Fed-
eral Reserve Board would also, incidentally, provide
for the accomplishment of the following objects:

(1) The further and, if necessary, the exclusive
use of the resources of the banks for the purchase
of Government bonds and obligations in the en-
deavor to provide funds needed in carrying out the
existing program of the Administration for money
spending ;

(2) The more or less complete crushing of any
independence in banking—the combination of all
banks, whether chartered under Federal or State
law into one centrally-controlled system;

(3) The withholding of credit from various types
of business or enterprises, and the feeding of other
businesses and enterprises with a smaller amount of
credit which they would otherwise probably not be
able to obtain;

(4) Particularly, the upbuilding of the mortgage
market and the development of real estate financ-
ing, by devoting the resources of our commercial
banks to that end;
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(5) The reestablishment of the joint operation of
investment and commercial deposit banking which
had prevailed before 1929 and which was partially
corrected by the Banking Act of 1933.

That there are many other incidental provisions
and objects which are made or served in this inclu-
sive measure is, of course, obvious. The foregoing
brief survey merely assists in focusing attention
upon those that seem most outstanding.

The Attitude of the Public

It would naturally be expected that so great a
measure as this would and should receive the careful
attention of the public, with a view to its improve-
ment, or to the reaching of a decision whether it
should be adopted, or not. Some study of it has
undoubtedly been given by the public. This study
has resulted in three major suggestions:

(1) That of a special committee of the American
Bankers Association which is apparently disposed
to accept the bill very largely as it stands in its
essentials, but which asks for some important modi-
fications,—the chief being, a division of power in
regard to central banking functions which will leave
to the bankers of the country a distinctly larger
share than that which is allotted by the provisions
of the new bill;

(2) That of the special committee of the New York
Chamber of Commerce, subsequently ratified by the
New York Chamber of Commerce itself for the ap-
pointment of a commission, to look over the entire
situation and see what is needed in connection with
banking;

(3) That of some outstanding figures in the finan-
cial and banking world who have thought best to
express themselves with a degree of frankness,
either in personal interviews, testimony before com-
mittees or “circulars”, or other utterances issued by
their respective banks.

The reader who surveys these definite pronounce-
ments must necessarily come to the conclusion that
only in a very few instances has any positive posi-
tion been assumed in regard to the proposed bill,
whether for or against it. The American Bankers
Association report, for example, tacitly assumes
that the general idea of the bill is to be accepted but
merely indicates changes that are thought to be
necessary in connection with the administrative
working of the measure. The various utterances of
outstanding bankers and financial authorities have
been concerned with much the same sort of questions
as was the Committee of the American Bankers As-
sociation. For the most part, effort has been made
to select provisions that were clumsily written,
partisan in nature, inclined to favor this, that, or
the other scheme, or to render impossible, this, that,
or the other operation, which was thought by the
authors of the bill to be desirable. In hardly any
of them has there been a careful review of the under-
lying philosophy of the whole measure. A dilettante
writer of money and banking makes the following
statement:

“The fundamentalists of ‘the pre-war Federal Re-
serve system . . . did not believe that the
volume of money can or ought to be deliberately
controlled. They thought that the supply
of money should contract or expand automatically
in accordance with the needs of industry and the
imports and exports of gold. They are opposed
to the whole philosophy of the system
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in the post-war era. Those who hold this
view are in a very small minority.”

This cavalier dismissal of the issues involved in
the subject referred to would not deserve any notice
if it did not represent notions that are being taken
for granted by a good many hasty observers. There
is, of course, nothing about “money”, its “supply”,
or its “control” in the Eccles hill, nor is there the
slightest warrant for identifying bank deposits with
money. To do so is like the statement said to have
been found in the introductory paragraphs of an
Alice in Wonderland algebra that “in this book we
shall regard the signs plus and minus as identical”.
Bank credit is not money and never can be made
such, and what is really under discussion in this
whole matter is, whether there is any such thing as
credit and any such function, desirable or otherwise,
of testing the soundness and truthfulness of credit.
What the Eccles Bill seeks to do is to bring about
a complete transformation of the underlying ideas
of banking (whether pre-war or other) and to revise
the entire banking system accordingly. Unfor-
tunately this undiscriminating attitude is pretty
generally accepted by the public itself, including
some bankers who have been disposed to regard the
controversy about the Eccles Bill as little more than
a debate as to whether the “money of the country”
should be under the “control” of the bankers or of
the politicians. This issue, if it can be called such,
is, however, an exceedingly small phase of the real
questions raised by the Eccles Bill. The proposals
made in the Eccles Bill go far beyond the mere ques-
tion of controlling money or credit and they raise
the issue, whether there is any such thing as credit
at all and whether it is, or is not, identical with
money.

In contrast with this attitude of limited under-
standing of, and partial acquiescence in, the Eccles
measure, we have the proposals included in (2)
above, which merely ask for a study of the entire
proposal. The argument in favor of this latter pro-
posal is as follows:

(1) There is no emergency to-day recognized that
would warrant a hasty enactment of any banking
measure whatever. The Comptroller of the Cur-
rency has emphatically stated that in his opinion,
the banking crisis is over and the community well
on the way back toward a normal condition. In his
last annual report, he said, “There is little evidence
remaining of the collapse in March 1933 of the
banking structure of the nation. The entire system
has been rebuilt.” Practically the same statement
has been made by the Secretary of the Treasury, and
either directly or by implication in the public utter-
ances of the President. Judged by its own expres-
sions, the Administration recognizes that there is
no call for any emergency action.

(2) There are enough observers who have ex-
pressed the greatest anxiety about the effects of the
Eccles Bill to make it evident that the measure
should not be regarded as a mere routine proposal
to be passed as a matter of Executive recommenda-
tion and without study.

(3) If for no other purpose then than for that of
reconciling conflicting views and obtaining the
maximum amount of support for a far-reaching pro-
posal, we undoubtedly ought to have a non-partisan
investigation of the ideas contained in the Eccles
Bill.
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(4) Moreover, as is generally conceded, the Eccles
Bill, even taking it at its face value, just as it stands,
by no means covers the field of desired banking
legislation. There is a well-nigh universal recogni-
tion among students of American banking that a
fairly complete “codification” of American banking
law is needed, and with a Commission of the kind
referred to, if composed of men of standing and
probity, they would be able to lay down the lines
along which such work ought to proceed and to
assure a satisfactory result of the investigation
when completed.

This is the case, then, as between hasty enactment
of the Eccles measure, and the proposal to entrust
it to a non-partisan commission. As to the conten-
tion that such commissions in the past have often
times been non-committal, inclined to waste money
and disposed to delay action, the answer is perfectly
plain. All this depends on the kind of commission
that is selected. It might well be a commission
serving without pay, and ordered to turn in its re-
port within a very short period of time. In any
case, there is no reason whatever to suppose that
unconscionable delay and unreasonable expense need
necessarily be involved in the effort to get thorough
and scientific advice about a matter of utmost im-
portance. The public has not studied the subject;
is in no position to do so, and is only conscious of
the fact that a great technical problem is before it
What is most urgent is to afford leadership and to
grant time for the careful and discriminating pres-
entation of argument under conditions that will
permit of arrival at some safe set of conclusions.
To drive such a measure through Congress with
“whip and spur” at the present time would be unpar-
donable, since there is no possible basis upon which
to defend, less to justify it.

“Eccles Bill” and the Federal Reserve Act

It is now desirable to devote some attention to
the various arguments that have been presented for
the immediate enactment of the Eccles Bill, despite
the general considerations that have just been pre-
sented. Among these, one of the most frequently
cited is that which has been noted as coming from
the advocates of the measure itself--that it com-
pletes the ideas of the Federal Reserve Act and
carries the views of its framers to a satisfactory,
logical conclusion. As to this, an immediate answer
may be returned on the basis of general historical
knowledge. This is, that there is no respect what-
ever in which the content of the Eccles Bill can be
regarded as in any sense completing the Federal
Reserve Act or carrying it to its natural and logical
conclusion. The obvious attempt of the Eccles Bill
is to overset most of the notions of the Federal Re-
serve Act and to make it impossible for that Act to
function in the way that was intended by its original
framers. The Federal Reserve Act, for example,
had as a definite underlying conception, the notion
that the desirable outgrowth of a central banking
system was an “elastic currency” and that the at-
tainment of such a currency should be a major object
in the development of banking. The Eccles Bill, on
the other hand, holds that there is no relationship
whatever between the volume of business is a reflec-
tion on the volume of media of exchange; while it
erroneously contends@mt “deposits” are “money”

~and should be “controlled” in their amount with

reference to what is considered the ideal volume of
business. The two measures are thus radically
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opposed to one another, without the slightest inte-
gral connection. The Federal Reserve Act, more-
over, in its original drafts sought to place the man-
agement of banking in the hands of bankers, simply
giving to the Government the opportunity to be
present at all deliberations, know what was going
on, and express opinions or have an adequate voice
in determining conclusions. ‘Politics” forced a
compromise between the friends and opponents, of
political control at a very early date, with the result
that the Federal Reserve Board became a distine-
tively political body, while the choice of its succes-
sive members became a matter to be determined by
purely political considerations—a decidedly dia-
metric contravention of the original purpose of the
Reserve measure. The Eccles Bill places the control
of Reserve credit entirely in the hands of the Fed-
eral Reserve Board, makes that board merely a
group of marionettes, dominated by a governor who
is merely the political puppet of the President, and
takes away all possibility of self-government from
banks and bankers.

This review of the essential features of the pro-
posed Eccles Bill is sufficient to show abundant
reason for thinking that there not only is no further-
ance or completion of Federal Reserve ideas in the
Eccles Bill but that, on the contrary, the adoption
of the Eccles Bill would be a radical defeat of the
major underlying motives or principles upon which
Reserve legislation was founded. The effort to
make capital out of regard for the Reserve system
and its record is thus wholly unwarrantable, with-
out the most remote basis in fact.

Is the Eccles Bill a New Philosophy of Money?

In counter-distinction to those impressions which
represent the Eccles Bill as merely a further work-
ing out of the Federal Reserve ideas, we have the
proposed suggestion that it is a very original pro-
posal whose adoption would take the Reserve system
out of the rut into which it has fallen, and give it
a new and proper application. Let us see upon what
this contention is based. Apparently the idea of
the Eccles Bill is to centralize the discount and open
market powers in the hands of the Federal Reserve
Board, or of institutions or organizations closely
connected with it. Thus, the various forms of the
bill already available, contemplate the placement of
the open market powers in the hands of a committee
consisting of some members of the Board and certain
governors of the Reserve banks, with the Governor
of the Reserve Board as the chief factor in the organ-
ization. This open market group is to decide upon
the policy to be pursued in buying and selling Gov-
ernment bonds or acceptances—the staple of open
market operations. The Eccles Bill, furthermore,
goes on to give to the Reserve Board the power of
initiating rates of rediscount, instead of waiting for
them to be proposed by the several distinet banks,
later to be approved or disapproved by the Board
itself and by this latter means to be harmonized
Finally, the Eccles bill authorizes the Federal Re-
serve Board to determine the amount and composi-
tion of Reserves that would be exacted from member
banks, by compelling the banks—and for that mat-
ter the Reserve banks as well—to carry larger or
smaller reserves, or to change the composition of
such to regulate the supply of ecredit available. The
latter proposal has been endorsed by Mr. Eccles him-
self as being a weapon which the Board could use to
very great advantage in cutting off or reducing the
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danger of uncontrolled “inflation” or expansion
which, it is alleged, exists in very serious form at
the present moment.

Here we have a proposal not to introduce any-
thing new but to use familiar methods and factors
in a way to bring about an unaccustomed result
through the application of a familiar technique.

Suppose that the Federal Reserve Board, under the .

new bill, should determine that it was desirable to
raise reserves to 100 per cent of outstanding demand
deposits. Certainly there is much reason to sup-
pose that such a step might be ordered. Repre-
sentative Goldsborough, one of the chief proponents
of the measure in the House of Representatives, has
expressly said that, while he would not wish to see
such a change ordered, by a step that would cause
any disorganization or disturbance to our banking
system, he would look forward to an ultimate intro-
duction of the notion under the provisions of the
Eccles measure. Advisers of the Reserve Board
have strongly advocated the application of the 100
percent reserve requirement, both in publie and in
private. Governor Eccles himself, it is understood,
has disclaimed any present intention of calling it
into effect, but much of his testimony and general
philosophy points strongly to such a measure as the
inevitable outcome of what he says he wants to do
under the terms of the measure. If banks were to
be ordered thus to increase their reserves against
demand deposits to 100 percent of the face of such
deposits, they would evidently have to displace other
assets such as corporation bonds, in order to draw
in claims upon banks from the buyers of such bonds,
and these buyers would have to provide themselves
as they could; perhaps by further discounting with
banks, eventually giving rise to new credits with the
reserve banks, or in some similar fashion. The
banks themselves were they to try to comply with
the requirement would, of course, find that they
could do so only by rediscounting with Reserve
banks, and in order to get the material for such
rediscounting would have to buy Government bonds
since commercial paper is not available in any such
quantity. An easier way to apply the meaning of
the proposed provisions then, would be to require
that 100 percent be held in reserve credit plus gov-
ernment bonds, in which case the banks would have
to buy the additional government bonds as they were
issued, giving credit on their own books and then
immediately discounting the new bonds with the
Reserve system, or they would have to (as before)
get the funds with which to pay for them by dis-
posing of their corporate bond holdings and using
the funds to build up their reserves, or would have
to obtain the government bonds by what amounts to
an exchange of corporate issues for governments, so
that eventually they would become the holders of
the amount of government bonds needed to equal
(with their reserve credits and cash) the amount of
their demand deposits. In these ways, unquestion-
ably, several “birds could be killed with one stone”—
the government bonds could be sold in new and huge
amounts as a practical necessity on the part of the
banks to acquire them ; while the theoretic desire to
rebuild the reserves of the banks to this “100 percent
money” would be attained. On the other hand,
such a policy would satisfy the demands of the
numerous Congressmen who have asked that govern-
ment bonds shall be made convertible directly into
paper currency. This policy, said to have been
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seriously considered in connection with the new bill,
might, of course, be subject to more or less modifica-
tion ;—the point is, that it has been thought of, and
is being considered by authoritative persons, and
represents what must be regarded as unquestionably
the gravest of dangers—the development of a situa- /
tion in which the assets of the banks consist prac-

tically wholly of government bonds, while the banks

themselves become merely agencies for the making
of loans stated in terms of government paper. That
such a policy would infinitely transcend in danger
the issue of more “greenbacks” needs no argument,
and yet, it seems to be a measure which either by
actual design or as the result of policies inevitably
resulting from what has already been attempted,
would necessarily come into use.

We have here the crux of the situation which is
-aised by the Eecles Bill. Is that bill, either di-
rectly or indirectly, the means of still further devot-
ing the assets of the banks to the purchase of govern-
ment bonds, thereby enlarging the potential field
for bond issues and thereby enabling the government

'to go on with deficit financiering for a considerably

longer time, without, perhaps, bringing about an
immediate crash in our financial structure? The
general philosophy underlying such measures would
be the same as that which Mr. Eccles outlined in his
testimony before the Senate commission investigat-
ing economic affairs in the spring of 1933. It can-
not be possible that his opinions and views about
banking have been very greatly changed in the two
years that have elapsed since that time—especially
when we know his advocacy of the proposed measure
and the easy way in which its terms allow themselves
to produce some such outcome. The underlying
notion—that the government and its credit should
contstitute the foundation of the credit of the nation

) and that advances made by the government for what-

ever purpose, should constitute the basis of the cur-
rency rather than to use for that purpose resources
or wealth originating through private investment or
business enterprise, the latter being necessarily re-
duced in importance as the scope of government
lending enterprises grow—is the inevitable outcome
of what is now urged. Probably there are very few
in the community who have seriously contemplated
the practical application of any such theories as
these, partly because they are so foreign to those
which have underlain the education of bankers here-
tofore, and partly because of the disastrous conse-
quences that must ensue from them to the business
of a country that is not completely governmental-
ized or communized. We must, in short, conclude
on this one ground alone that the basic thoughts of
the Eccles bill not only are not a completion or
further working out of Federal Reserve conceptions,
and not only are far from being merely a wider appli-
cation of governmental supervision of banking in
order to secure greater honesty and sincerity, but
are also something very much broader—the embodi-
ment of the idea of public credit as a substitute for
private credit. It was Lenin who, in discussing the
subject of banking, made it clear that in his opinion
the first approach to a communized State must be
found in complete national control of the monetary
and banking system; and in this he followed other
authorities of equal standing among communists.
The Eccles bill, as now termed, does not confessedly
purport to aim at any such ideas, and it would be
impossible to find a specific recognition of them
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in any section of the measure. They are present,
however, by implication in the ways that have just
been indicated; and even though they may not be
extensively put into effect upon the adoption of
the bill, would always remain as an imminent possi-
bility in connection with its application.

Panics and Depressions

By an amendment to the Eccles bill which was
proposed in the House of Representatives, provision
was made for instructing the Federal Reserve
Board to use its credit powers as a means of bring-
ing about a balanced or “planned” economy, in the
nation at large. The thought underlying this
amendment was that since the granting or with-
holding of credit greatly facilitates, if it is not abso-
lutely necessary to, the investment of capital in the
development of an industrial enterprise, the grant-
ing of power to withhold such credit must make it
possible for the credit-granting authority to deprive
undesirable enterprises of funds, while at the same
time encouraging those that are thought to be de-
sirable to proceed with their plans. Governor
Eccles himself, in commenting upon the interpreta-
tion of the House proposal, has expressly stated that
the Eccles bill does not give to the Federal Reserve
Board any power over credit that it does not already
possess, and has asserted that the new measure
would not in any way whatever enable the Board
to deprive a given enterprise of the credit which
would otherwise be granted to it. Probably a case
can be made out for the technical accuracy of these
assertions. It remains true, however, that the pro-
posal must have had some meaning, and that if it
had any meaning, it was intended to indicate that
the centralized credit power of the community was
to be used in checking or advancing the general
activity of business so far as any such policy could
check or advance that activity. Indeed, much of the
testimony of Mr. Eccles himself is based upon the
thought that it is possible in this way to further
or advance business. In his speech at Columbus,
Ohio, shortly after the Eccles bill was first made
public, the Governor of the Federal Reserve Board
asserted that he did not suppose it would be pos-
gible by the use of reserve credit completely to
smooth out the business cycle, but he thought that
considerable progress might be made in that
direction.

How would such a result be attained? Obviously
by making it harder or more expensive for business
to expand under such a policy, when thought neces-
sary, or by rendering it easier for the business to
expand when that policy was desired. It may be
remarked parenthetically that this is a power which,
in the older thinking on banking, was regarded as a
fundamental function of banking, and which when
judiciously exercised tended to prevent the over-
expansion of industry leading it to so-called “booms”
followed by “panic” conditions. It also has under-
lain the whole philosophy of “easy money” often
advocated by the Federal Reserve Board, as may be
proven by any number of citations from their re-
ports of recent years. What is proposed, then, is
evidently to centralize in the hands of the Board,
bank powers in relation to business which have here-
tofore been resident in the individual banks, or in
those banks with the aid and oversight of the Fed-
eral Reserve banks. There is probably nothing in
the Eccles bill which would authorize the Board to
prevent the First National Bank of any given place
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to continue making loans to, let us say, the auto-
mobile industry, or that would compel it to cease
making such loans; but there is ample provision in
the Eccles bill which would make it possible for the
Board to cut off such a bank from rediscount facili-
ties or to render rediscount facilities more available
to it. The germ of such authority, undoubtedly,
exists in the present Federal Act, but subject to a
system of checks and balances which control it, just
as the checks and balances of our Constitution pre-
vent the exercise of despotic power by an Executive.

The Eccles bill eliminates many of these checks
and balances, and thus renders what under proper
conditions of use is a beneficial authority, a poten-
tial instrument of despotic financial power. It is
also a fact that such a power can be wisely used only
locally, and that it cannot ordinarily be used to
good purposes as a general policy to be applied over
a large competitive area. It is seldom true that
in any given line of business all concerns are over-
expanding, or the reverse, and the direction of indus-
try by means of general loan regulations is corre-
spondingly difficult. Desirable as it may be to em-
ploy banking as a means to bring about conservatism
in business enterprise, such means certainly cannot
be relied upon unless those who use them are far
more fully informed and far more trustworthy in
their use of such powers than those to whom the
authority has, in fact, been committed. The Eccles
bill, therefore, would largely take away the powers
spoken of from those who have heretofore been
entrusted to use them, and would vest them in politi-
cal or governmental authorities, whose knowledge
of their use—as the Reserve Board has heretofore
been constituted—must be very seriously ques-
tioned. We ecannot, therefore, give any credence
whatever to the hope expressed by Mr. Eccles and
others, that the proposed measure would result in
a saner, more conservative, more restrained use of
credit for the purpose of preventing the develop-
ment of “inflationary” or over-expanded industrial
conditions, and we must fear that mistakes of judg-
ment in the application of such centralized credit
would tend to aggravate danger which might other-
wise be self-corrective.

Before leaving this subject it should be carefully
noted that by no means all economists are inclined
to the opinion that any use of bank credit, however
wisely made, can exert any such effect upon the
development of business or the arrival of “booms”
or in curing of depressions, as is thus alleged. A
very large school of thought holds that bank credit
is the outcome or reflection of business conditions
and by no means the motivating cause of changes
therein. If the views of this latter school hold good,
the use of powers such as those advocated by Mr.
Eccles would be likely to eventuate merely in the
“pegging” of enterprises that had become greatly
expanded, as in the case of the Reconstruction F'i-
nance Corporation. The result in such a case would
be nothing more than to divert the resources or
credit of the community into the support of unpro-
ductive undertakings, or undertakings that are un-
economically operated, with the corresponding loss
and disadvantage of the business community.

The Question of Needed Centralization

A very strong point has been made in connection
with the Eccles bill of the fact that under existing
conditions it is uns:;fe or unwise to leave a large
local latitude in the use of financial assets to banks
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which might, or might not, employ it wisely. Un-
wise use of such power has been pointed out as being
a major and exciting cause of bank failures, the
latter to be viewed as the result of hasty or ill-judged
credit manipulation, resulting in stimulating or de-
pressing industry or in “tying up” individual bank
offices, by giving to the Federal Reserve Board and
its affiliate enterprises of deposit guaranty, &ec., the
authority to simplify control and improve bank ex-
aminations, while rendering them less onerous and
less expensive. Here is a proposal which naturally
appeals to many bankers who have found the present
agencies of supervision incompetent, self-contradic-
tory, and costly; but would centralize control bring
about the desired result? There is no definite rea-
son to suppose so. Experience in the past has shown
that bank examination is essentially a matter which
must be ecarried on locally by men familiar with local
paper and with local conditions. The condition of
banks cannot be judged by rigid standards. Many
a bank is in a sound enough condition for its own
locality and for the community which it serves,
which would be anything but satisfactory in another
place a thousand miles away. Whatever faults there
are in the present examination and oversight system
can be easily “ironed out” without any application
of broad powers that have nothing to do with the
problem of supervision to a Federal body.

There are many bankers in the United States who
from the very beginning of the Federal Reserve Sys-
tem have felt that the organization of that System
upon a district footing was unwise. Many influ-
ential bankers opposed the Federal Reserve Act on
that account, and said that it would never be pos-
sible under any circumstances successfully to build

up efficient discount markets on a local basis. They,
therefore, antagonized the underlying thoughts of

the original Federal Reserve Act. While perhaps
a majority of such former advocates have changed
their attitude, and since then have become advocates
of the district systenr, by no means have all done so.
It seems fairly clear that the proposal made in the
Eccles bill to diminish the importance or authority
of the several Reserve banks in order to add to that
of the Federal Reserve Board has met with some
approval. Just here it should be noted that this
attitude on the part of some bankers is entirely
based upon the thought that the centralization de-
sired was to take place under banking supervision
and self-government. Were they convinced that the
centralized system now proposed would never be
developed or operated upon a basis that was more
truly financial than the present, it may well be X
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of reaching the development of a genuine bankers’
central bank controlled by bankers and centralized
through the membership of some institution situ-
ated, perhaps, in New York, must be regarded as
without adequate foundation. There is not enough
basis for it to warrant those who believe in that form
of ‘transformation of our banking system to trust
themselves to the indicated method of attaining it.
Even if the proposed measure worked at its best,
the kind of financial centralization thus hoped for
would probably be rendered more distant, rather
than less. If the proposed measure should lead to
the disasters which may foreshadow for it, the
cost of bringing about the desired consummation
would be far too great to be thought of.

Do We Want a Banking Commission?

Enough has been said to indicate, entirely free
from any partisanship for or against the Eccles
bill, two things:

(1) There is a large field for difference of opinion
about the actual effects of the Eccles bill and about
the theories which underlie it. It undertakes to do
many thinks that have heretofore been regarded as
“unsound,” dangerous and contemplated to disturb
the entire basis of modern business.

(2) There is a feeling of distrust and doubt about
the proposals that exist not only among the banking
community, but also among business men, without
regard to party, and which must necessarily make
adoption of the measure unwise, especially in our
present economic situation and necessitating its
serving as a cause of disturbance in financial and
economic relationships.

In as much as it is agreed on all hands that no
emergency exists or, at all events, is admitted,
which calls for the prompt adoption of such a meas-
ure, it would seem to be only the part of common
wisdom to obtain the verdict of non-partisan and
capable men, viewed by the country as worthy of con-
fidence, before any irrevocable step is taken. The
plain dictate of common sense would be, therefore,
the remedy which has been suggested by the New
York Chamber of Commerce and by other agencies
of equal weight, in the appointment of a satisfac-
tory commission to look quickly over the entire
field of banking legislation and to indicate what
is needed. Such a commission need not spend much
time in purely technical discussion; it could safely
leave that to expert advice, to be rendered to com-
mittees of Congress or to be obtained in some other
qu But there is the most cogent reason, before
takmg radical and extreme steps, such as are pro-

doubted whether they would advocate the changes W posed in the Eccles bill, to ask for a careful weigh-
Probably a good many have felt that the pxoposed\i(mg of the general cons1derat10ns that underlie the.

system would gradually develop into a plan whereby
the great powers vested by it in a political organiza-
tion would be gradually taken over by some one
of the Reserve banks—say by the Reserve Bank of
New York—just as the latter had during the pre-
1929 period succeeded in taking to itself much more
than its normal share of influence in the System.
The question whether any such development could

be counted upon is necessarily more or less conjec: -

tural, but there are abundant reasons for believing
at the present time that the political organization
at Washington will not be likely to part with the

~ authority that it acquires, unless compelled to do

{_so by some general collapse. The hope, therefore,

institution of banking, with a view to focusing upon
the proposals the sanest opinion in the community
—if for no other purpose than that of obtaining
popular assent to, or support for, whatever may
be adopted.

Every modern country has followed this plan
before making any far-reaching change in its bank-
ing system. 