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ENGLAND WILL PAY WAR |

Continued from First Page.

In any representative charcter., I ap-
proach the question solely from the
economic point of view and my en-
deavor Is to determine so far as 1 can
the Hmit of the debtors' capacity to
pay, and the effect of payment upon
the world's trade, Our duty |8 to satlsfy
ourselves on the financial” possibllities
of the case. It 1a not whitt the debtors
miy justly be called upon to pay, but
what they are able to pay, which we as
business men, anxious to discover the
eonditions  upon  which trade ‘men,
anxlous to discover the conditlons upon
which trade prosperity is f ded, must

. DEBTS, M’KENNA MESSAGE

that Germany could pay 120 hillion dol-
1ars had made many care calenla-
‘tiens of this kind, But what we have
to Investigate Ia not Germ@ny's ca-
pacity to produce wealth | but her
capacity to pay foreign dab;

Production Not Enopsh.

“I cannot help thinking tHat we have
here the source of the error {nto which
the Versalllea experts seem to have
fallen. Nobody has ever doybted Ger-
many's immense power to prpduce, but
production by itself is not en
must find a market for her e

consider with the most eareful attention.

’
England Able to Pay.

"My second observatlon Is to meet a
possible coriticlsm, How ean I, a mem-
her of a nation which is one of the
drltora of the United States, speak free-
Iy to an Ameriean audlence upon Inter-
natlonal Indebtedness? The primary and
essential duty of a debtor {5 to dis-
chinrge his lability, and, untll this 1=
done, all observations on the origin of
the debt and on the economle conse-
quences of International payments are
Hable to be viewsd with susplelon, A

ereditor may, If he like, open up ques- |

tions of that kind, but n debtor should
admit his obligation without further dis-
cusslon. 1 recognize that these are ob-
Jeotlans which 1 must answer and 1 be-
Heve that I can do so conclusively, In
the course of my argument T shall show
that England has the abflity ta pay,
and, once that is established, T ean un-
hesitatingly assert her daturmlnsuog to
’w.f'ur her hond in full,
I belleve I am Justified in asking
¥ou to treat Fngland's debt to the
United States as cortuln to be provided
for, and, If thls be conceded, we shall
free to conslder the guestlon of the
remalning International debts as one_in
which Amerlea and England are aqually
concerfied and In which both have the
€ame interest ag creditors,

“First let us look at the magnitude
of these International debts. The great-
est of all s that of Germany for repa-
rations, a debt of which the United
States decllned to recelva any share.
The amount was not defined In the
Treaty of Versallles, but subsequently
by the London ultimatum it was put at
$82,000,000,000, at which amount It
stands neminally to-day,

Of the remaining debts the linbility of
France to the United States and Great
Britain 1= six and a haif Lilllon dollars,
and of Italy to the e two countries
four and a half billlon dollars. Russia
owes these countries thres and a half
Btillon dollars, and a further one hilllon
dollare to France. These aré the prinel-
pal debts; the others are all

export trade, Nor s t
must remember that an
exports will only provide fun
arations If there s no corre
creass In Imports, Payment
dispensable imports must be
charge upon the proceeds of her forelgn
eales, and it is only the balance, the
exportable surplus, which is| avallable
for reparations,
| *“In speaking of a nation's gxportable
"nurplus wo must not ferget that other
factors may contribute to it Hesldes the
balance of exports over imporfts, Inter-
est recelved from foreign Investments
and payment for external serylces, such
fe shipping, may be contributofy factors.
Before the war Germany pdesessed &
tvory considerable exportable stirplus de-
rived from all three sources, but mainly
from the Interest on her forelgn Invest-
ments which were probably worth not
Ifas  than, $5,500,000,000, Ag regaris
the surplus from the sale of her products
and payment for servicea it s safe to
wanted, experts, on drewmalking. | Room 14,
eay that |t never m:.-.ndmn‘wn‘uuu.unn
|a year, But what & hor poaition to-day?
| Most of her foreign Investments have
gone, Some were sold during the war,
| others hnve been selzed ns enemy prop-
| erty by the Govermments of the allied
| and associated Powers, and 'most of
! what remain have lost their vafue, as in
the cass of the Russlan Invéstments.
Her shipping has been largely. confla-
cated, and she has been deprived of
somo of her most productive aregs—Als
sace-Lorraine, the Ssar Basin, and the
Polish provinces, All the sourcea whence
an exportable surplus might have been
drawn have been greatly Impalred If not
wholly destroyed, At no time was Cer-
many's exportable surplus suffclent to
enable her to make the annual payments
demanded under the London ultimatum ;
it ia entlrely out of the question that she
conld do so to-day. |

“But let us get a little nearer to the
problem of Germany's present capacity
to pay from the surplus gale of" her
production. According to a|recent stats-
ment by the Chancsllor of the Exche-
quer In the House of Comimons she has

1

tively small In amount. Of the cred-
itors of the European continental Gove
ernments England Is the greatest.

Claims Without Parallel,

“We have no record In history of in-

ternational elaims. of this magnitude.
The Indemnity exacted by Germany from
France under the treaty of Frankfort In
1871, In round figures ona billlon dollars,
craated the largest debt between Gov-
ernments ever known uritil
war, and Is the only precedent we have
of E conmlderable internatlonal payment,
It is of interest to recall how the liabil-
ity was discharged. Paymant of $150,-
000,000 was made In gold and sllver coln
and In German bank notes and currency
collected in France, and the balance in

foreign - billy, ohl 'y German currency

Biils. The pre- '« form in which the
payment was ouade ls, howaver, com-
paratively unimportant. For our pres-
ent purposs the significant gquestion Ia
how France procured the means of pay-
ment.  Bhe was bound to acquire Gers
man marks or foreign currency ex-
changeable for marks, and to do so she
had either to find German or other for-
eign buyers for such things as she had
to sell or to obtaln foreign subscriptions
to her loans. Very considerable sales
were made to foreign securities owned
by French nationals, the French loans
wera largely subscribed externally, and
the export of French goods was so much
inoreased that an average excess of im-
ports of §65,000,000 a year in the four
years, 1868-1871, was converted Into an
avernge cxcewsp of exports of $46,000,000
o vear In the four subsequent years, By
September, 1574, the whole indemnity was
paid, and,” although France remalned
Hable for the loans she had Issued, she
was clear of any direct dabt to the Ger-
mnn Government, and indeed of all for-
eign debt payable in any but her own
currancy.

“Here we have an example of a con-
slderable Internationnl debt pald off
without any serlous disofgzanigation of
the world's trade. Now fhat were the
econditions which made thix possible? The
war had been short, gnd the* amount
of the Indemnity waa well within the
capacity of France to pay. Her
nationals held large Hocks of foreign
pocurities, whigh were Feallsable In for-
elgn markets; - her cpdit was  good,
wiilch ennhled her th obtain forelgn
sibscriptions to her Wang; and in her
effort to Incrense herlexports ahe was
not hampered by highjtariffa, She was
driven off the gola #andard and, al-
though there waa soge decline In the
value of the franec, [the depreciation |
never exceeded § per pent. and, taking |
the whole period thrdigh, amounted to
harely mora than 1 pej cent. But of the |
sovernl factors In tha French abllity to
pry the most Importt lay in her no-
cumuiated reserve of wealth, the for-
elgn recuritias owned by her natlonala.

“Tt s Interesting & note the Indus-
trinl conditlon of Frinee at that time.
Fmployment wis extiemely active, and
production was on Hyrant senle.  Sha
had to menot her écternnl liabillties, |
which compelled hef to incresse her
sales in foreign marlgts, and she did so
notwithgtundng the :?mpmfrion of other
nations. The Improvid standard of effi-
clency In production Phich was thoreby
foreed upon her endiped long after the |
perfod of the Indemgty. In Germany |
on the other hand thde wins a very dif-
ferent experionce. Phe rocelpt of a
largn amount cof gol and sliver had,
with other causes thin In apetntion, " A
serlous  efect  upon  German Inl'.om:ll
prices, which rTose mpldly. tn 18723
there was # brief trede and Inancial |
boom, follewed In the ensulng vear hy |
a crisls which was the beginnlig of a |
period of depression. 1t wouldinot he |
corract to say that the trade eciditions |
in Germany were entirely duejto the
payment of the French indemrly, but |
undoubtedly It was n eqatributoy cause |
of materinl Importance.” The empara-
tive proaperity in France and defession
in Germany are remarkable wml gave
color to the story that Blemiftk, in|
commenting upon the state of fe two
eountries, declared that the nef tima
he defented France he would (flst ag
paying an indemnity.

“Suech s the only precedent *} hava
for the payment of a gren/jinter-
pational debt, The fgures vi have
to deal with to«day are an & fa jarger
sonle than the indemnity exact § from
France fifty years ago, but thiprob-
fem in all essential partievlars B the |
wame, We have to discover *§ ca- |
preity of the debtars to pay Bd to
consider the 1 a of pment.
An the Indemrlty demanded frof Ger-
many i miuch tha greatest of t*idebts
and is the one most urganily || need
of & satisfactory matilement, I &ee it
in the frent of our discussion,

“The first question In, \\'hnt[ uor-l
many's eapacity to pay? You j:u.‘r-II
haps expecting that 1 am aboul 3 give
you an inventory of Cermany'sf Atural
resources and an estimate of'J. pro-
Auctive powar. All this has bd done |

many times and much Industry IFbeen
dlaplayed |n the inquiry. 1 no
dpubt that the sxperts who adivifl the
signntories of the Treaty of Vikilles

the recent

paid money and deilvered | property al-
together to the value .of about $2,000,-
000,000, Of this amount 81,845,000,000
represented fhe value of ships, coal,
other payments in Kind, property in ce-
ded territorles and local payments to
armiss of occupations THe amount in
carh has been only $375,000,000.

Aid wyet, with this comparatively
smull cash payment, observe what han
happened. The mark has declined to
less than one-seventleth of the value It
had when the obligation to pay was Im-
pesed upon Germany by the Treaty of
Versailles, The means of [payment has
been found by the sale of {narks. After

this experlence it Is difficplt to bellevs
that Germany has any surplus at the
present time from ‘the export of her
products,

“There iz n further conslderation in

pport of this Tusl 1t {5 heyond
fuestion that In the last three years Ger-
many has made every effort to develop
her external trade. The German work-
man, ‘whosa Indusiry and <fflclency are
genarally admitted, has been fully em-
ployed and the fuctories have been ac-
tively at work all aver the country. The
decline in the mark, which at every
stage has beén much greater In the ex-
ternal than in the Internal value, has af-
torded a very conslderable advantaze to
the German exporter, so much 25, In-
deed, that there is hardly anywhere a
manufacturer, producing goouds for ex-
port, who does not complain of German
competition, Nevertheless, the German
trade figures show thag the expofts, long
after the immediate deficlency In essen-
tlal forelgn commedities due to the war
wne made good, are still barely egual
to the imports, The concluslon seems Ir-
resistible that Germany has no present
capacity to obtain a surplus from the ex-
port of goods,

Effect of Enforced Payment,

1 am no° EANguine enough to belleve
that those who think they can extract
from Germany enough money to enable
them to meat the Internal liabilities,
which they themselves have Incurred In
restoring devastnted arears, will bo sat-
fufled with the statement I have Just
made. At the receny reparation confers
ence of the allled Powers held in Lon-
don proposals were made of punitive
measures to be tnken with the object of
compelllng Germany to make Immediate
cash payments, a pollcy which could
unly have been advanced under the
convictlon that Germany really could
pay. Ior my part T do not belleve that
it 1a within her power to do mo, but
let us supy for a m 1t that she
ean. We have then to conslder what
the effect of this enforeed payment
would be upon international trade, and
whether It would be to the advantage
elther of Germany's ereditors as a wholg
ar of the rest of the world,

“1f (Germany could pay what s de-
manded of her, the only method of ob-
taining the money would be by Increns-
fng her exports, Now what Are thess
pxports to be? She s essentially a man-
ufncturing natlon. Her foreign sale of
raw materials 15 compnratively small
On balance she i obligea to Import
food, and In consequence of the loss of
A large part of her mineral lands she Is
compelled to import both Iron ore and
ecoal for the supply of her factorfes and
furnmces, An Increased exportable sor-
plus could only he obtalned by extending
her vale of manufnctured goods, To do
this In the teeth of the competitlon of
other manufacturing natlons sho must
work longer hours for lees wages, she
must cut profite, she must reduce her
Importa to the Indispensable minimuam.
But her competitors will not consent to
stand Idle while they lose their trade,
They will find themselves faced with
growing unemployment and heavy trade
losees, Ho far as Gérman goods seek
to invade thelr own domestle markets
they may endeavor to exclude them by
tut iff, but in order to retaln thelr hold
on tentral markets théy, too, will be
compelled to redure wages and out
profita.  And thus Germany's effort to
extond her forelgn trade must be con-
fronted with the opposition of the whole
manufacturing Interest of tha rest of
the world, and could only he msuccess-
fully countered by a geneéral lofeering of
the standard of life, -..

T know it s frequently alleged that
the collapse of the mark, with the ae-
companying  digorganization of the
world's trade, might have been avolded
If the German Government had acted
with firmness and good falth, It Is sald
that Clermany has intentlonally deprecl-
ated her currency In order to Indues her
craditors to abandon their claims, Wa
are told that her people are not ade-
quately taxed, and that if they were sub-
Jeot to the burdens borne In some other
countries the Government would be able
to meet Ite Labllities, 1t 1a certainiy
trus that In my awn country far heavier
tnxation Is levied than In Germany, but
I am Inelin=4 & think we are overtaxed
and that overtaxation, so far from fos-
toring, cannot fall to depress natlonal
produetion. But whether T am right or
wronkg In that opinfon, I fall te ses how
additional tazation oAn stimolate for-
elgn trgde and provide & large exporta-

ble surplus. The taxes would be paid In
marks, and whether the marks are de-
rived from avowed taxation or from con-
cealed tuxation through the use of the
printing press, they are In neither case
a eurrency which would be accepted In
d.l.lﬂmrge of foreign Mability.
/“In the actual condltion of Germany a
forelgn sale of marks is an inevitable
accompartiment o}tha payment of rep-
arations, Except by such sale there
ddes not appesr to be any practicable
method for the Government «to obtaln
the necessary forelgn ecurrency other
than by exacting It from exporters as a
condition of thelr recelving an export
Hoense. But the exporter, Who often
has external obligations of his own 1o
meet, does not want marks but dollare
or pounds sterling, as the cass may bo,
and forthwith sells the marks paid him
by the Government for the gurrency he
needs. If we add to thils regular sale
In the course of business, the further
sale by Germans who mistrust the
stability of thelr own currency, we have
n sufficlent explanation of the stupend-
ous drop in the value of German money.
“Let me come back to the guestion
of what Germany can pay. Certainly
she can pay something, though not In
the form or under the conditlons it is
now sought to impose upon her. Many
Germans possess forelgn assets, whether
investments or balances in  forcign
banks. and it would be perfectly pract-
leable proceeding for them to seil these

priate to peace conditions, we shall
reécognize at onee that France has ho
trade surplus or reserves of accumulntad
and exportable wealth to enable her to
meat her present external labilities.

“There are of course concelvable,
though I trust lmprobable, conditions in
which the French debt to 'us might be
repald, If we were at war and the call
upon our men to line the trenches was
such that many of our mines and fae-
torles had to close down, and if France
ware at peace and at lHberty to Increase
her output to the utmost of her ca-
pacity, she might pour upon our shores
war materiul and stores equal to the
whole amount of her debt to us.

“But In what part of the globe is
there a demand for this additlonal out-
put in time of peace?

Wonld Menace World Trade.

“The mere endeavor to extend her |
forelgn sales to the necessary degree
would disorganize the trade of the
world. Wo have geen the painful effect
of an enforoed competition by Ger-
many; we should experlence preclsely |
the samo results from a similar effort

by France. i
“The Inevitable concluskon 15 that |

{ thess (nternatlonal debts are far too |
great for the capacity of any

debtor countries excopt England. She
alone In her accumulated forelgn in-

vestments has adequate resources with

nssets to the German Government, who
In turn could hand them over to the
Reparation Commission. But it 18 an
essentlal condition of such n transaction
that the ownors of the forelgn assets
should bs willing to sell them; no gov-
ernment In the present situation of Ger-
many could force a compulsory Bale.
“How then could this consent ba ob-
talned? I have no doubt that If these
pesets could be sold for an assured

digpose of them. It must be remem-
bered that to a considerable extent
they are the proceeds of gales of marks
whieh have bean flung by Germans on
the forelgn market under the well
feunded apprehension_ that the pres-
sure of reparation payments would
rapldly depreclate thelr value. Relleve
this pressure and the mark would im-
medintely improve. It has still d far
greater valus In Germany than It has
out#lde, and the German holders of
forelgn assets would have a clear ad-
vantage /in selling them for marks to
their Governmant.

“Hefore I leave this part of my sub-
ject thers i one observation I should
like to make. I have no wish to mini-
mige the just claims of the Allles
against Germany, and I recognize the
serious political diffloulties which stand
in the way of thelr abatement. But no
sulution of the reparation 12 pos=sible
unless political considerations are subor-
dinated to economic facte. What Ger-
many can pay may not be a simple
questlon, but It Is & question capable of
being  answered, Unfortunately the
Answer runs counter to popular hopes,
popular passions, aned }mre formidable
still, a popular sense Of natural justice
which pgescribes that the défeated
enemy who planned the war should
make good the lamage suffered by the
victors. And so no authoritative answer
18 glven while Europe slides into ruin.

“I have dealt at length with the repa-
ratlon problem In an endeavor to ghow
thgt f natlon, except in so far ae it has
an exportable surplus, can only pay for-
elgn debt out of the wealth !t has acou-
mulated outside Its own country. If we
pass now to the other International debts
we have to recognize that thé general
argument is equnlly applicable to them
all, "Have the debtors an exportable sur-
plug and what are thelr foralgn assets?
With regard to the jatter question tha
only debtor possessing any large accu-
mulation of such assots I Bngland.

Britains Debt Covered.

“Notwithstanding her Immense sale of
securities to the United Statea In the soo-
ond and third years of the war, a snle
which largely furnished the means of
paying for the goods of all kinds bought
by the Allles, England stlll owns sum-
clent forelgn securities to cover her debt
to the United States two or three times
over. But neither France nor Ttaly has
slmilar reserves of wealth and I doubt
whether efther of them has sufficlent to
meet more than a teifiing part of thelr
forelgn debt.

“Therfe remains to be conaidored thelr
exportable surplus In the ordinary way
of trade. I shall epeak later of the clr-
cumstanced in which an exportable sur-
plus from production usually arises and
1 shall gilve my reasons for thinking
that nothing more than comparatively
amall annual payments oin ever be
mude In this way. ut it will be more
convenlent now to dehl with an Inlivid-
url debt and I will ask ot tn consider
the partlcular ense of the debt from
I'rance to England, which I can speal
about with more freedom as It 1o a debt
tn regard to which my own colintry e
the creditor, We shall get a clearer
vitw of it It w exammne the circum-
stances In which |t was lacurrad,

“During the war France developed an
immense demand for goods of foreign
production. As an Increasing proportion
of her man-power Leonme engaged in
her army, her Sapacity to supply her-
solf wan progressively reduced. Ehe had
no abundance of forelgn scecurltles with
which te pay for her requirements and
she could obtain the war materials In-
dispensable for the ma!ntenance of the
fight In no other way than by borrow-
Ing the money to pay for them., Before
the United States eame Into the war
France had borrowasd 31,000,000,000 from
the Britlsh Government, and this amount
wan subsequently inereased to more than
£2,000,000,000, The price of the goods
hought by France was naturally high
Cagmodities produscd to meot an urgent
war need can never be cheap. Put
France was ohliged ta have the goods,
whataver the prios, and a great stimulus
was given to Ameriean and British
trade.

“It I& imposalble to give any precise

sets, but I belleve it would be safe to
put them at not less than a billlon dol-
lars, Whatever the amount may be,
however, Gérmany could pay [, provided

thian that Iego not think she has the
abllity to find, at any rate for somoe
years, and It would be a conditlon of
this payment that no more should _be
demandefd of her for a long time to
come. T belleve that, looking merely
At the amount to he recelved, the cred-
itora would galn by abandoning the at.
tempt to obinln other money payments
for n perlod of at least throe yengs, and
I am quile surde the world as a whole |
would be an Immense galner In the
gonara] stabliizgation of exchanges which
would ensue upon an arrest of the fall
In the mark,

“Lat us ngw reverse the process and
Imagine neo paving off this debt
&he could only do so by prodicing
goads and exporting them In very Iarge
quantities, far In excess of normal trade
demands. If the general trade organ-
Isiition of the world parmitted of the
ahsorption of this addition French out-
put. 1 have no doubt that her Indusiry
would be capabla of tha effort neces-
sary to enable her to pay Interest and
sinkipg fund on her debt. But would
echere. Be any willlngness to recelve the |

profit the holders would be willing to |

estimate of thy total value of these as- |

the fall In the mark was arrested, .\Inrr'; ek

which to discharge her Habllity to the,
United States, Of the others, Irance
has the greatest resources, but th MY ATE,
I belleve, quite insufficlent to maeet her

obligations. The whole sublect requires
!a  ratlonnl reconsideration by  the
ereditors, who must keep steudily in
|\'lnw the Immediate effect of the pay-
ment of these debts on the general
| trade of the world,

oreditor countries will obtaln

| “The
greater advantage from trade Progper- |
ity, which will Insure future employment
in thelr factories and workshops, than
they can ever recelve from the precari-
ous payment of these debts. In the last
two years we have had experience of
the effect upon foreign trade of tumbling
oxchanges and broken down credit, and
though the consequences may ba more |
serlous In Eugland than in the Unlted
States, where forelgn trade Is comparn-
tively only a emall part of the total
trade, they are stlll grave enough in the
latter country nlsn to warrant the full-
est and most careful consideration.

“It may be objected that my argu-
ment appears to lead to the unpalatable
concluslon that no natlon, unless it has
accumulated resources in the form of
foreign investments, can dlscharge ex-
ternal obligations to anything more
than a comparatively small amount.
This is an objection which goes to the |

very root of the gquestion of interna-
tonal loane and forces us to a8 coneld- |
eration of the real meaning of an ex-

| portable surplus. 1 eannot do more than |
touch upon it briefly new without

| stratching  your patience bevond the

| Umit of extreme®good nature, |

England's Experience Clted, ]

|  “It seems to me that the most com- |

|pret form In which 1 can present the
case 13 by calling your attention to the
| experience of England as n ereditor |
|eountry. For over two centuries Brits |

fsh capital has been lent to other ccun- |

tries. Year by year England prodaced |
more than she elther consumed hevselfl
or could exchange for tle products of |
other nations and she cobbl not abtain
a market for the surplus unl«ss she gave |
the purchaser a long cralit,. Forelgn
Inans and foreign isgues of all kinds

were taken up In England and the pro-
ceeds ware apent In ]-u}'iuc for the sur-
plus production. British factorles and

workshops were kept In good émploy-
ment, but it was a conditlon of thelr
prosperity that a part of their utpity

should bLe dlsposed of in thls way. |

“Taking the aggregate of the trans-|
actions British creditors have recelved
a good return on thelr Investment, but |
the ability of the debtors to pay has
heen dependent, speaking generally, on |
tha development of thelr country heing
fortered by the recelpt of further 'lmmn.|
If we take tha whols field of Britlsh |
forolgn Investment, wo shall find that |
every year England has returned In
loans mors than me received In Inter-
est, and the balance of the world's in-
debtedness to her has been steadily
growing.

“From thig view of loans made to for-
elgn vountries they might seem at first
sight to be somewhat undemunerative.
If the ereditor has to go on landing in
order to bo paid the Intersat on pre-
viots loans, a bud debt would appear
to be the anly possible end to the busl-
ness. But this I8 by no means the case.
yus lending has been

While this contin
true In the past in the aggregate of
forelgn loane, [t l= not necossarlly true
in any individusl Instance, nor does It
follow that it will always be true of
the loans as a whole™

“In our experlence ns bankers it is not
uncommon to see loans to corporatinns
and flrms justifiably increasing In
amolint. The borrower may show by the

growth of his business and r:p‘ndlngl
turnover that such advances are thor-|

oughly wnrranted and In spite of his|
greater total of indebtedness his eredit |
may be improving and his balance sheet
may  dlsclose an  inereasing  surplus. |
What is true of an inlividunl or corpora-
tlon may be true of 8 country, but on a
larger wenle and viewed over n much |
more extended period of time, |
', & fdGireatest Borrower. I
“The 1ife of an individual or aven of
tha most succesful company ls as noth-
Ing compnred with the life of & natlon,
| Take the case of your own country, The
tnited Statex has been the grentest ax-
ternal borrower In history. You re-

quired forelgn ehpital for your internal

dovelopment and you took from FEng-
land alone not less than three billion
dollars 1t la estimated that at the
time of the outbreak of the war your
external debt had become atationary

| in mmount and that your exportable
| surplts of commoditios sufficed to pny|

| the whaole of the Intarest.
“Rapayment of the caplital, hnwewr.|
| would have been beyond aven your ca- |

pacity for a very long period had It not !
heen for the opportunity afforded by the
As you know there arose then an

tnexhaustible demand In  BEurope for
American goods which led to an im-
mensn Incrense In your exports, Pay-
ment these exports was largely

riele af the proceeds of the sale
of the stocks and bonds held in Eng-
Innd, and thus a eapital lHabitity whish
had been growing for over two centurles
waa nlmost efitirely diseharged in a
fow YoRrs

“Wa son, then, that a-debtor nation
may in certuln elreumstances pay off Itn

foreign debt with remarkable eaise and
rapidity, The Indispensable condition
for such eapld reapayment s that there
should be an extraordinary demand for

ite goods, & demand whith (s a natural
accomniment of war but does not ex-
Ist In peace. T cannot help thinking that
there has been a general, though very
natural, misunderstanding of the cond)- |
tlons under which International pay-
ments are made. In s present mognl-
tuda the subject in new, |

“In the pust we have been aceuntomed
only to the discharge of comparatively
small Habilitios between nations, which |
has beon effected partly by the remit-

| period long enough to insure the stablli-
| zntion of the mark; and that future de-

| to help =0 far as they can in forming a

goods? Nelther England nor any other | tance of gold and partly by an extension
oOuUNtry I8 prepared to-day to pay for | 0f export trade facilitated by a fali in
and conaume goods on an exceptional | the axchange of the debtor country, and
moals, The Immense damand created by [ It 18 not easy for us now to fres our-
tha war has no parallal fn pance. welves from the idens we have formed In
“And yet how Is Franes to pay unless the course « ur past experience, Mis-
an exveptional demand exista? The truth | taken opinlons on these econopile quos
I8 that her debt In far too great'in ree | tlone are not surprising, but they are
intlon to ordinary internationsl trade | causing grave disasters throughout the |
possibilities. 1t was fncurred by the | world |
purchase of goods required In war anl| "It la not many years ago—Iit s well
bought At war prices. 1t conld only be | within my own recolloction—that a wan! |
dlgcharged by the transmieslon of goods | of understandlng of sound prinelples of |
not wanted In peace, ahd sold at no lesa | banking led to repasted Ainancinl erises
high prices. Wa becama accustomed In | which were then belloved to be inevita-
war to talk In billlons, Our lungango [ ble,  As they usially happened at Inters
was sulted to the circumatances of the | valm of ten or sleven years, many wer|-|
time, but, If we oarry our minds baok | ous persons attributed them to the varl
o 1914 and return fo the ldeas appro-|ations which occur In the spols on I.hnl

sun. These spots may affect the wenther
and, through the weather, the harvest
but a wider knowlsdge of banking and
of currency requiremonts has taught us
how to escupe their mallgn Influence on
aradit,

“A better understanding of Interna-
tlonal trade and of the possible limits of
{nternationnl payments will quickly en-
able ur to find & remedy for the evils
which now distract us. The public on
bhoth sides of the Atlantic are beginning
to take a more ratlonal view than was
possible threée years ugo, and If the lead-
ers of opinion direct our footateps along
the right path 1 belleve the world ls now
prepared to follow it

“Tuv sum up, the eonclusion to which 1
am driven fs that Germany can only pay
now whatever she may have in foreign
balances, together with such amount as
she can realize by the sale of her Je-
malning foreign seocurities: that this
payment s only possible If all other de-
manda are postponed for a definite

mands at the expiration of thls period
must be imited to the annual amount of

riermany's exportable surplus at that
time,
Others Cannot Pay AlL
“Further, that England has the ca- |

pacity to pay to the United States In-
terest and sinking fund on her debt;
but that the other debtors are none of
them In a position to meet more than a
smull part of thelr external labilitles,
and in the exlsting condition of Europe
a definite postponement of any payment
by them la desirable in the Intereats of
all the parties, The actual amount
which the other debtors could ultimately
pay should, as In the “case of Germany,
be ascertained by inquiry Into their ex-
portable surplus it a full and frank con-
forence between creditors and deblors.

#1t remaling anly for me now to thank
vou for the patlence Wwith which you
have heard me. 1 have stmictly con-
fined myself to = eonslderation of the
peonomic aspect of Reparatlons and In-
ternational Debts, how they are payable,
the general capacity of a debtor country
to pay, and the effect of payment.

“If 1 have become convineed that an
attempt to enforce payment beyond the
delitor's ability 1s Injurious to the In-
ternationsl trade of the whale world
lowers wages, reduces proflts -nd is a
AMbect cnuse of unemployment the con-
clusion f& founded solely on economic

grounds and Is uninfluenced by any po-
litienl considerationa or any regard ml
the moral obligations of the debtors. I
know very well that thers are other con- |
stderations affecting thesa debts, lmtl
these are matters of statecraft to bo
determined by the rulers of the cred-
itor eountries accordlng to their view of
wise policy which covers many inter-
eats besides those of trade aad finanze.

“The fact that a debtor eannot pay
does not of lteelf diecharge the obllga-
tlon. Thw debt may become the subject
of negotlntion and bargain by which If
tho debtor obtains relef, the creditor
may stlll recover some advantage to
widch he may be justly ontitled, But
1 conceive it to be tho duty of bankers

sound publie opinton upon the financlial
and commercial nspects of these inter-
nattonal debts, and it 8 In pursuance of
this duty that I have ventured to make
these observations to-day.”

U. S. OPPOSES CUTTING
WAR DEBT PRINCIPAL

Officials Say McKenna Plan
Is Impeossible at Present.

WasHINGTON, Oct, 4 —Buggestion of
Reginald McKenna, formerly Chancellor
of the Britlsh Exchequer, hefors the
Amerlosn Hankers Assoclation jnm=TNew
York of the advisabllity of definite post-
ponement of any payments to this coun-
try on war debis by forelgn natlons, ex-
erpt (irent Britain, until the amount
stich nnatlons could ultimately pay could
Be  determined, wns regarded at the
Treasury to-day ns merely stating the
status quo of negotintions by, the debt

funding commisslon so far as Interest
i concernad,

With respect to the posaibllity of a
reductlon of the princlpal of forsign
debt, ns suggested by the British finan-
cler, high Treasury officials deciared
that the debt commikslon waa entirely
governed by the wighes of Congress,
which in the present law authorized
the commission only to arrange f(or the

payment of the wartlme obligations upon

As Autumn leaves Fall
the Notes of Music rise

Good-bye!

—whisper the trees, as they shed the leaves which
crotned with glory the hills and valleys of summer.
And the great out-doors prepares for its winter sleep.
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Welcome!

—sings the AMPICO. Welcome to the long evenings
and the lights and coseyness of the happy in-doors.
There I will bring back to you memories of the out-of-
doors, and dreams of summers yet to come.

# % "

The AMPICO

will re-enact for you, in your home, the plaving of the world’s
great pianists—classical pieces, speratic selections, old melo-
dies, dances, the new songs and lighter compositions. Take
your choice—GODOWSKI, ORNSTEIN, the great RACH-
MANINOFF—or any one of a hundred others,

AMPICO-in-the-CHICKERING
AMPICO-in-the-SCHOMACKER
AMPICO-in-the-HAINES BROS.

AMPICO-in-the-MARSHALL & WENDELL
AMPICO-in-the-celebrated-KNABE

$1,050 to $5,500

= » -

Owning an AMPIE‘O. or making a gift of one, is rendered
convenient by the accommodating terms of payment and
exchange of used pianos

First Gallery, New Building

John Wanamaker

Broadway at Ninth, New York
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sultable terms.

As to the principal of the debts, it
wae conceded that after investization
by the debt commission and conferences

with forelgn representatives tho facts |
as to eonditlons in some particuiar na-
tion might be lald before Congress with
a view of having the commisslon em-
powered to make such terms as would

enable payment, But a2 to any general
eancellation or wholesale reduction of

forelgn debts Treasury officials wefs
of the opinion that such a & wauld
be Injurious to the welfare of the
world

LONDON TIMES PRAISES :
MR. M’KENNA’S SPEECH

LoaxponN, Oot. 4 (Assoclated Pross),
The Times editorinlly glves gront prialss
to Reginald M¢Kenna's speech befors
the American bankers’ conventlon &t
New York, saying that Mr. McKenna
rondered goo! serviee by emphasizing
the fact that “"we have the eapacity to
pay our debts, and [t |a our determina-
tlon to honor our bond in il
proceeds |

“1f, ng wa believe they will, the
British fAnding misslon al=o make this
point erystal clear to our frlends on

the other slde of the Atlantie, the mis-
chief the Balfour note did may yat be
undone,"

BANKERS' MAIL IS HEAVY. |

Long Time Postal Superintendent |

Has His Hnrdest Joh,

Tha post afflee on the convention
floor of the Commodore is in charge of
n superintendent of forty years' ex-

perience panlxted by four clerks pleked
from the finest of the Clty Hall station
staff, The superintendent wsays that
he has never had haed work in
hia post offles experience, that
more mail s handled there daily than
in the General Fost Office Thiz In-
clndes  clreculnrs, magazines, samples
from sliops and advertisements nas well
na porsonal mail

ntich
nnd

Smnd'omhd:.v & citizen
of New York.

How the Convention Is Shaping

It is not alone the opportunity af-

forded to banking minds from all sec- has be e not only its home
tions to meet and exchange opinions, community but correspondent banks
For the first time American bank- all over Thi.li _ b
ing learns the European standpoint parts as well.
i on the foreign debt to America as ex- Not in all that time has there been
' pressed by Repinald McKenna, ex- an event which promised so much for
Chancellor of the Exchequer of Great a sound and prosperous future as the
Britain. A. B. A. Convention of 1922.

ITH each

marks the opening of a new future in
American banking and business.

the Future of Banking

succeeding day of Again, there is the report of
the A. B. A. Convention there

grows the conviction that it
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Commerce and Marine Commission—
a pronouncement of farreaching im-
portance to America's foreigf trade.

For 123 years the Bank of the Man-
any, chartered 1n 1799,
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