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FINANCIAL NEWS
AND COMMENT

World's Money Markets Show
Good Resnlts of Year of
Liguidation.

('\I.L RATE FALLS LOWER

| Time Loans Drop Through 6,
| Per Cent.—U. 8. Treasury
| Notes Oversubseribed.

A year of liguidation is bearing fruit
J' in the money markets of the world, The
| evidence at home was made clear enough

| lnst weelk in the establishment of uu-""“
| lowest interest rate for collateral eall|
iloans in nearly two years and in the]

| renction of time loans through the 6
per ceni, rate, which stubbernly had
| heen maintained as a minimum for that
E‘.orm of bank ¢ccommodation for many

| months, The open market ruate fm-i
]

acceptances gave ground.

i Thoe Treasury found a demand for its
| Fhort dated notes so eager that $300,-
000,000 were quickly oversubscribed at
03, per cent. for one year paper and
F1 per cent, for certificates due In eix
months, The latier rata was the lowest
paid this year by the Government on
notes of that maturity.

The indicatior of easlng money was
equally emphatic abroad. The Bank
of France lowered its rate of minimum
dmunt from 6 per cent. to 63 per
|renL. putting it on the same basis ae
| rates of the Bank of England and the
local reserve banlk.

The French bank's action was -highly
slgniftcant. During the strees and strain
of the war the rate was maintained at
|+ per cent, and after the cessation of
1 ostilitles, when fresh credit demands
sprang up, there was no change until
| worldwide Inflation forced the manage-
ment to set It at 6 per cent. In the
epring of 1920, As the rize In 1920 was
| the product of necessity to stop ex-
itr:w:\gant exparsion of loans, so now
| the recession Is certainly the sign that
deflation has gone far. Illustrating the
Zactors applying directly to the bank's
position, it Is worth stating that Its
circulating notes have declined 1,800,-
000,000 franca i1p the last three months,

Reserve Notes Decline,

outstandiig reserve notes (cireulation)
| $868,000,000 since the last week of De-
| comber, a contractlon of more than 26
per cent.  Redlscounts as reported in
the combined bank statement of last
weer were $956,500,000 less than the
§$2,607.249 In the first week of January.
The pold reserve I8 nearly $461,000,000
rrnt& than it was on January 7, thus
showing a gain of 21 per cent.

A reason why money I8 growing
easier s the shrunken demand for it
As business has contracted this year,
the use of currency in payrolls has re-
ceded and notes have been retired by
the banks. As manufacturing has
drawn back from the record production
figures of December, 1818, and the first
(months of 1920, the demand for fuuds
on discounted bills has fallen away.

In many countries the combination of
the dwindling use of money and short
credita Is being supplemented by the

rel of old loans through the gradual
liguldation of goods end in the United
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States the strengthening of the bank
position contlnuously for elght months
has been furthered by gold, mastly from
other countries.

The next stage In monetary deflation
tw‘lll be the ensemont of rutes for the
|uso of capltal, fixed lnvestment funds
as made distinct from money, 'The
movement here has been slower than it
has eisewhere and so far there Are few
dents in the bulwarkas of the walla
which stringent monetary and credit
conditions bullt during the war and
afterward. But the American Invest-
ment market shows that the walls are
belng beleagured.

In the lust fortnight many bonds,
domestle corporntion bonds and those
of forslgn countries and citles, have
advanced from two to more than five
points. The renson i& that money made
Idle in Industry ls flowing Into bonds,
and private investors, sensing the true
tendency of money rates, ars coming
Into the market to invest thelr eapital|
for ten or twenty years or more st g |

|to 8 per cent. In  good funded |

securitice.

Shows Capital Cost Falllng.
Another Indieation that capital costa
ars to fall lles in the ottitude of
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prospective borrowers, municlpal, Gov-
| srnment and corporate. Bome of them
nre haggling with thelr bankers over
rates, seeking concesstons. Others are |
holding off an long as pomiible. The
| bustness man who ean get rlong for|
| » time on his present capital s
hesltating to borrow on long time

S0 far as declining ecosta af dredit
and money forecnst baetter conditions of
| trade and industry, tha country stands
to-day In an excellent position. ‘There
|are still troublesome old loans to be

| Hpuldated and largs stocks of mer-
‘handiss which have to be scld and
| pat i1 for and mony old bills Are unpald,

.| but the outiook Is Improving.
, The local reserve bank's manage- |

mant suggested in Its August letter |
thnt member banks, with disoretion,

| may nnfely be a littls more liberal than |
they have besn In respect to outstand- |
ng loann. That sugprestion s not a|
bid for now Inflation but stands as n|
Iandmark of Improved credit conditions

lin the Second Resarve District, and it
i worth some emphasis t|||\l the
Congreea han befores It a blll which, i
snactad Into law  would halp mean-
| nrably the rallroads’ cash situation.

| The rallroads came weéll Into  the
| spotlight of financial attention Inst
|\.-ubl.t Mail stocks advancod and con-

| wolldnted thelr gains  eolnoldent with |1

aharp reactions of industrinl  stocks,
| | The proposnl to put 00,000,000 fresh
| funds  Into thelr treasuries had con-

! slderable to do with the strength of rail |

| thares, but there wore also satisfactory

net earnings reports  for June o)

sxamine The carrlers are atill far
*som a profitable basla an profit |a
meanirafl these days, but the prospect
s W00 net In Tune looks mileh
hetter than the deffeits of January and
abrusry and the $7.000000 brliance
befors interest charges In May.
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