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FINANCIAL NEWS —
AND THE SITUATION

More Liquidation With Dras-
tie Cortailment of Credit
Features Week.

MONEY SUPPLY LIMITED,

Strong and Weak Points of an
Unusual Condition Ruling
Investment Situation,

By WILLIAM JUATUSA ROIES,

For the first time sinen the European
war put the world out of joint the
American people are evincing & lively
Intereat in orderly deflation and the
necemnity of forcing thelr Gowvermment
to spend less than §$15,000,000 a day.
Wall Strqet, as usual, has been many
montha alead of the game In reducing
npeculative loanm deflating security
prices and discouraging the development
of new spaculative vantures. As a con-
sequence outstanding loans secured by
Htock Exchange collaterai are just about
half what they were during ths hur'.nn
trading of inst year, when many
ple saw nothing but blue aky ahead. On
the other hand, absorption of credit by
the Government through flnancing five

Liberty bond lsaues on abasis which forced

30,000 comumercial banks to carry the
load and the male to those banks of
nearly $2,000,000,000 of Treasury cer-
tiflcates has made it impossible for the
banks to finance day to day buainess In
the usual way. That tleup of credit 1s
more exasperating at & Ume when It
requires 33,500 to finance A carload of
wheat and about $12,000 to carry a car-
load of butter, which, at the prics basis
of five years ago, tied up less than
$6,000.

War Loans,

Inatead of fAnancing the war through
the sale of bonds yielding a sufficlent
interest rate to compel thelr absorption
by Individusl Investors the Government
brought out prodiglous Issues at a
fictitious price basls and coerced the
banks Into eelling them to thelr cus-
tomers on the partial payment plan.
The resault has been that the bonds re-
agted sharply In price, with an lmmaernse
loss to thousands of holders who have
been forced to sell and further de-
moralization of the genernl bond market.
Under those conditions the Banks could
not distribute the bonds and have been
forced to carry thousands of such loans,
\]lhtoh tled up a vast amount of credit

ded by the country’s business Inter-
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este. As Gov. Harding of the Fedéral

Reserve Bonrd sald In his letter to Sena-
tor Owen last week, It (s not the Fed-
eral Reserve Board's duty to adjust re-
discount rates with tha view of sus-
taining the market value of Government
bonds, slnce the law provides that such
rates whall be fixed with the view o
accommodating commercs and business,
Gov. Hard!ing added :

S Were rates reduced with a view of
bringing Government bonds back to par,
It Is the board's bellef that the desired
result would not be attalned, while the
demand upon the Federal Resarve banks
would be 8o great that they would have
left no resources avallable for tha ac-
C lation of ¢ erce and business,
An a matter of fact, the polley of the
Federal Reperve Board to curb infla-
tlon will in the long run result in fm-
proving ths market value of Liberty
bonds, and a contrary policy of furnish-
Ing credit at cheap rates at a time like
thin would Impalr the market. The
valua of a promise to pay & certaln sum
at a futurs date s impalred by the In-
flation which the board is trying to
econtrol."

Deferred War Claime,

The Governmeint has heen grisvously
at fault In holding up the payment of
Immense aggrefata claima dus contrac-
tors, sub-coritractors and othera during
the war. The exact status of that ac-
count ls mot known, becauss the facts
of it have been withneld at Washington,
but, from the loans tied up in this ety
and elsewhere, It is apparent that the
credits represented by such deferred
payments aggreguts an Immnsa Indabt-
adness. The banks Interested In those
claljns must awalt the liquidation of the
nccount, which 1a bound up In a mass
of Governmental red tape which may
take many years to unravel. Thone de-
lays are working great hardahip to the
money market, becauss until the clalms
shall be pald the banks of this and
other cities cannot finance the business
that they would otherwise be glad to
take care of had the Government paid
ita Just debta within & reasonable time,
Many of the clalinants are business men
of emall capital whe have not resources
sufficlent to pay off the loans them-
selves and take thelr chances with the
Governmment. If the banks should press

-

them the borrowers would go to the wall |

and o delicate credit situation would be
made much worse. But the full account
ought to be setUed forthwith, aa the
clalma are long overdus and the Inaction
has contributed materially to Intenaify
the credit strain,

Buppertiag the Raillroads.

In describing the needs of rallroads
last week Danlal Willard, chairman of
the rate commission of the rallroads
of eastern clasaification territory, told
the Interstate Commerce Commisaion
that the carriers could not be expected
to flnance thelr requlrementa through
the sals of bonds at & time when United
States Govarnment Issues were selling
on & § per cent. Income basls and good
industrisl loans were being placed at T4
and § per cent. That disclosurs pre-
pared the way for the subsequent re-
queat for a §600,000,000 Government loan,
as well a8 & generous frelght rate In-
crease, which the rallroad managers
contend must be granted to give the
country the facllitles which it is in

American & Pra. need of. It has direct bearing on the
1 ?‘-‘ & credit strain, dus In no small mensure
'ﬁ:‘.h Ca. to fallure of roads to meve produce
. piled up In wareshouses throughout the

of b {
mu:ﬁjm in elsvators and on rall-
road ngs everywhere. Beveral bjl.
Great Lnsurance lion dollars worth of merchandlss, on
e & Pid. which the banks have made enormous
Y (E loans, is thus rendersd unavallable at
Vi a tims when it Is highly lmportant to
Baak converf it Into cash. It (s apparent,
Y. . therefore, that an Important treight
m% Rl blockads must lead inevitably to a
'T sarious credit straln, sven In normal
R J. ﬂﬂ; glmes. But in a seagon when the coun-
Torns LF u'yllldlllbudnl-uthchl‘hm
price basis ever known an embargo on
J. K. Rlce,Jr.&Co, | i shivmants o an inident o wrs
ous Import to the banking community.

Liberty Bonds
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forthcoming before long, s Lransporia-
tion fs the ane Industry on the well be-
ing of which the welfare of every other
industry depanda.

The country cannot get along wifhout
radlroads, and if they are malntalned In
& slipghod manner as at present the
People will pay ths bl through business
‘unsattlement, decreased Industrial pro-
duotion and further credit strain. It is
to be hoped that the n reliaf
will be granted without m
It will take several months to produce
the equipment after the orders are given
out. The raflroads have In addition
§200.000,000 of maturing securities to pay
off or refund befors the end of this year.

This country’s forelgu trade |s belng
Iargely fimanced with short term aredits
nbmmnl from bankn of 'Ihtl olty, whieh

are fnancing an immenss volume

meatic day (o day busineas, The

ability 1a that most of the $530,000,000 of
merchandise and raw material exporied
in March was finunced by long term
cradit arrangements on which large bank
advances have been made, Inasmuch as
the Governmant officials have never suo-
ceaded In organizing any rellef credits
for carrying that business, exporters
have had to flnance the transactions
themasalves with the ald of their bank
eredita. The War Finance Corporation,
which s virtually closing up its affairs,
has been of lttle service In financing
those c¢redit arrangements, for whioch
the law was partly at fault, but In the
light of what has happened it Is to .be
regretied that an Institution with a
11,000,000 ennm at its command han not

been of greator service to the seuntry.
There 18 nothing alarming in the situ-
ation although many problemy gre Lo he
bolved and d@ifficult finaoring to be
dona bhefore ersdit aonditions mhall be
normal, Heveral hundred thoussnd men
are (dle na a consequence of eomplica=-
tions growing out of the mtrike, with in
foreed reduction of fuel supplies, greatly
delayed merchandise deliveries and In-
crensed business caution. Our Federal
Resorve system has more than # per
pént. cash reserve against a cash re-
perve of about 13 per cent. of the Rank
pf England, Besides wo hold noarly’' 4
per cent. of the world's gold reserve,
Purous speculation has subdbsided and
the country Is making progress In va-

mere cautious than he was and 18308
nises danger in dolng & heavily in-
creased business at & high average price
lovel, Continund Hquidation In the wtock
market han depressed saasoned securls
ties 1o levals which, In the last analyais,
mist compel (nvestment supporl. It Is
a highly complicated situation, but the
country is taking measures to rellove
tenmion and fortify the flnancial posi-
tions of groat industries. One of the moat
urpent problems has to do with provid-

Ik farmers with adequate forces of
workers, which ls of life and death Im-
portance to the milllons of people fad
annually from American granaries.
There are botter days ahend rod under-
lying conditions are all tla atronger be-
cause of honest curtallment of non-

rious directions. The average busincss
man, llke the averame hnun-ho!dor In

essential expondltura
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BROWN BROTHERS & CO.

Eatablished 1818
NEW YORK

Philadelphia Boston

FOREIGN SERVICE

Through our long established conneetions abroad,
we are in a position to render complete foreign
service to banks, corporations and firms doing an

international business. Our correspondents include
the strongest and most progressive institutions and
private banks overseas,

¥

BROWN, SHIPLEY & COMPANY

Established 18310
Office for Travelers
118 Pall Mall, LONDON, & W,

Feunders Ceurt, Lothbury
LONDON, K O

W E ARE atall times very glad to discuas

South African and Australian trade
conditions with interested exporters and
importers.

Established 58 Years

360 Branches and Agencies
Resources $306,125,415

W.H. MACINTYRE, Agent

68 WALL STREET NEW YORK

sgt

Fourth Street |
National Bank |

Philadelphia May 4, 1920

RESOURCES

Loans and Investments ......c.oovvvvieenranas §5
Customers’ Liability Under Letters of Credit : ?.930655.?'

* and Acceptances ..... 4,688,639.00
Due from Banks . 1431838417
Exchanges for Clemns HOUSE . & .. vy obt + rnsd 2,544,505,78"
5,149,562.54

C e R T

e SO AR UL CA LR

Cash and Reserve .........

$84,631,747.36
uABu.r‘nFs

Capleal BOCk o ..scsonnservnsardhrsetorinsibte ,000.00
Surplus and Proﬁtl Saiualn el Tas TR “g,ﬂ)mﬁ
Reserved for Taxes and Expenses ..... 92,455.84
Letters of Credit Issued to Customers, mﬁ
4&,2”.09
1,000,000.00

ACCEPIRACES .v.0vup susasnosso'ssers aa g
U. 8. Bond Account ...uue.cvivivenvinnedniine:

D 54,967,602.74
9,100,000.00
3,353

Rediscounts with Federal Reserve Bank ....... 760,00
Acceptances of Other Banks Sold ............. 767,940.77

$84,631,747.36

EnryFotmofDomuhcmdFothlnkmg
Unexcelled Facilities

E F, SHANBACKER, Preident

R, J. CMII C. F. ABHAW

Vice-Prea. and Cashier 0_ P, !TAU ‘.l‘: Asst. Cash

W. K. HARDT, Vice-Presi®ent W. A. BULELEY, Asst Cllhiﬂ‘
W. B. HUMPHREYS. Vice-Prea. A. n.amcuou.. Asot. Cashler
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sausen
.

epomts
Bills Payable ‘with Federal Reserve Bank 8:-
cured by Government Obligations ..

——

Q.II.

alllhmgm

Jonathan € Neoff

1

—— - — —
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Most extensive railroad system
in the United States, with small
capitalization per mile, enor-
mous surplus and producing oil

SOUTHERN
PACIFIC

Analysis and discussion featured
. in a full-page report this week.
'FUNDAMENTALS
Big factors the mar-
::immey. ete., in pithy brev-

Other reguinr foatures
end  discussions on

W.F.Ladd & Co.

Investment
Securities

New York

phalt

Amer, Woolen Maerritt
U.S.Rubber  Un.

in the

ARREE OPINTON

M.
Gratts on requent for C-4).

R.H. MicHASTERS & 60

Ezxh, N, Y.
MW’L va?ori
Phonge Broad 83480

Chicago Office: 327 South I.an!nSt

Bonds for Investment||
Harris, Forbes & Co.

Fine Birect, Cornér Willlam
NEW YORK
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