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in any representative character. I approachthe question solely from the
economic point of view and my endeavorIs to determine so tar as I can
the limit or the debtors' capacity to
pay, and the eltect of payment upon
the world's trade. Our duty 1« to satisfy
ourselves on the financial possibilities
of the case. It is not what the debtors
may Justly be called upon to pay, but
what they arc able to pay, which we as
business men, anxious to discover the
conditions upon which trade ^men,
anxious to discover the conditions upon
which trade prosperity is founded, must
consider with the most careful attention.

RnKlnnd Able to Pay.
"My second observation la to meet a

possible criticism. How can 1, a memberof a nation which is one of the
debtor* of the United States, speak freelyto an American audience upon Internationalindebtedness? The primary and
essential duty of a debtor is to dischargehis liability, and, until this Is
done, all observations on the origin of
the debt and on the economic consequencesof international payments are
liable to bo viewed with suspicion. A
creditor may, If he like, open up questionsof that kind, but a debtor should
admit his obligation without further discussion.I recognize thi^t these are objectionswhich I must answer and I believethat I can do so conclusively. In
the course of my argument I shall show
that England has the ability to pay.and, once that is established. I can unhesitatinglyassert her determination tohonor her bond in full.
"I believe I am Justified in asking>ou to treat England's debt to theUnited States as certain to be providedfor, and, If this be conceded, we diallbe free to consider the question of the

remaining International debts as one Inwhich America and England are equallyconcerned and In which both have the
same interest ap creditors.

"First let us look at the magnitudeof these International debts. The greatestof all is that of Germany for reparations,a debt of which the UnitedStates declined to recelvo any share.The amount was not defined In theTreaty of Versailles, but subsequentlyby the Ijondon ultimatum it was put at$32,000,000,000, at which amount it
stands nominally to-day.

Of the remaining debts the liability of
France to the United States and Great
Britain la six and a half billion dollars,
and of Italy to the sW two countries
four and a half billion dollars. Russia
owes these countries three and a half
billion dollars, and a further one billion
dollars to France. These are the principaldebts; the others are all comparativelysmall in amount. Of the creditorsof the European continental GovernmentsEngland Is the greatest.

Claims Without Parallel.
* ^ 11,i'u iowju iii iiiaiory 01 internatlonalclaims of this magnitude.

The Indemnity exacted by Germany from
France under tho treaty of Frankfort In
1871, in round figures one billion dollars,
created the largest debt between Governmentsever known until the recent
war, and is the only precedent we have
of a considerable International payment.
It is of interest to recall how tho liabilitywas discharged. Payment of $150.000,000was made In gold and silver coin
and In German bank notes and currency
collected In France, and the balance in
foreign bills, eld "y German currency
bills. The pre '-;e form in which the
payment was made Is, however, comparativelyunimportant. For our presentpurpose tho significant question la
how France procured the means of payment.She was bound to acquire Germanmarks or foreign currency exchangeablefor marks, and to do bo she
had either to And German or other foreignbuyers for such things as sho had
to sell or to obtain foreign subscriptions
to her loans. Very considerable sales
were made to foreign securities owned
by French nationals, the French loans
were largely subscribed externally, and
the export of French goods was so much
increased that an average excess of importsof $65,000,000 a year in the four
years, 1868-1871, was converted into an

average exceHB of exports of $46,000,000
a year In the four subsequent years. By
September, 1873, the whole indemnity was

paid, and,' although France remained
liable for the loans she had Issued, shp
was clear of any direct debt to the GermanGovernment, and indeed of all foreigndebt payable in any but her own

currency.
"Here we have an example of a considerableInternational debt paid off

without any serious disorganisation of
the world's trade. Now fhat were the
conditions which made this possible? The
war had been short, gnd thef amount
of the indemnity was well within the
capacity of France to pay. Her
nationals held large tiocks of foreign
securities, which were Realisable In foreignmarkets; - her credit was good,
which enabled her obtain foreign

I subscriptions to her Hans; and In her
effort to Increase her exports she was

not hampered by hlghjtariffs. She was

driven off the gold Kandard and, althoughthere was soiRe decline In the

| value of the franc, the depreciation
I never exceeded 5 percent, and, taking
I the whole period thraigh, amounted to
I barely more than 1 pe| cent. But of the
I t .1 - I. (Uw *rs
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pay the most Importdit lay in her accumulatedreserve of wealth, the foreignsecurities owned by her nationals.
"Tt Is Interesting I note the Industrialcondition of Frfnce at that time.

Kmployment was extemely acllve, and
production was on s great scale. Shu
had to meet her internal liabilities,
which compelled het to Increase her
sales In foreign mark ts, and she did so

notwlthstandng the c mpctitlon of other
nations. The lmprovd standard of efficiencyIn production ditch was thereby
forced upon her endt-rd long after the

period of the Indem ity. In Germany
on the other hand th< e wna a very differentexperience. fhe receipt of a

largo amount-of goh and sliver h^d,
with other causes thai In operation, a

serious efeet upon (Sermon intprnal
prices, which rose tipldly. In 1872
there was a brief tri io and Inanelal
boom, followed In the ensuing fear by
a crisis wdilch was the beg^nnlig of a

period of depression. It would not be
correct to say that the trade erfdltlons
In Germany were entirely duetto thn

payment of the French lndemr4y. but
undoubtedly It was a rqntrlbutot causo

of material Importance. The cfciparatlveprosperity In France and defesslon
In Germany are Vemarkablo ail gave
color to the story that HismifrV, In
commenting upon the state of te two

countries, declared that the nri time
i ho defeated France ho would l^lst qft

paying an Indemnity.
"Such Is the only precedent <» have

for the payment of a gren'jlnterInational debt. The figures \ have
to deal with to-day are on a fa larger <

scale than the Indemnity exact i from
France fifty years ago, but tl problemIn all essential particular) 4t the

[' same. We have to discover *4 capacityof the dehtdrs to pay fid to
consider the consequences of p tnent.
As the Indemnity demanded fr.» Oer-
many If much the greatest of t': debts
and Is the one most urgently ! ; need
of a satisfactory settlement, I(fcco It
In the front of our discussion.
"The first question Is, What I Ger-

many's capacity to pay? You U perhapsexpecting that I am about 1 give
you nn Inventory of Germany's) fttural
resources and an estimate of j productivepower. All this has lx' don"
many times and much Industry reborn
displayed In the Inquiry. I v»n no

doubt that the experta who ad\\<l the
signatories of the Treaty of Vi-fclllea
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that Germany could pay 120 billion dollarshad made many careful calculationsof this kind. But what; we have
to Investigate is not Germany's capacityto produce wealth but her
capacity to pay foreign deb^.

Production Not Enough.
"I cannot help thinking tWajt we have

here the source of the error into which
the Versailles experts seem to have
fallen. Nobody has ever doi^bted^ Germany'sImmense power to produce, but
production by Itself is not empugh. - She
must find a market for her exiports. and
the problem thus becomes one of determiningthe possible extension cpf German
export trade. Nor Is this the] end. We
must remember that an Increase In her
exports will only provide fundls for reparationsIf there Is no corresponding In-
crease In Imports. Payment fir her IndispensableImports must be the first
churge upon the proceeds of her foreign
sales, and it Is only the ballance, the
exportable surplus, which Is' available
fur reparations.

"In speaking of a nation s (exportable
surplus wo must not forget that other
factors may contribute to It besides the
balance of exports over Imports. Interestreceived from foreign lr vestments
and payment for external services, such
as shipping, may be eontrlbuto ".v factors.
Before the war Germany pc ssesscd a

very considerable exportable s trplua derivedfrom all three sources, b|ut mainly
from the Interest on her foreign Investmentswhich were probably worth not
Itts thanN $.*,500,000,000. Ad regards
the surplus from the sale of her products
and payment for services it lis safe to
wanted, experts, on drergmaUltiR Ilooni 14.
say that It never exceeded $lfi0,000.000
a year. But what is her position to-day?
Most of her foreign Investments have
gone. Some were sold during the war,
others have been seized as enemy propertyby the Governments of the allied
and associated Powers, and most of
what remain have lost their vatue, as In
the case of the Russian Investments.
Her shipping has been largely- confiscated,and she has been deprived of
some of her most productive arena.Al«
sace-Lorralnc, the Saar Basin, a,nd the
Polish provinces. All the sources whence
an exportable surplus might have been
drawn have been greatly Impaired If not
wholly destroyed. At no time was Germany'sexportable surplus sufficient to
enable her to make the annual payments
demanded under tho London ultimatum;
It is entirely out of the question that she
could do so to-day.
"But let us get a little nearer to the

problem of Germany's present capacity
to pay from the surplus sale of her
production. According to a| recent state1mont by the Chancellor or the ExchequerIn the House of Connjnons sho has
paid money and delivered property altogetherto the value-of about $2,000.Ai.rtAAA r\» .Li. *t ti; Ann (inn

represented fhe value of ships, coal,
other payments In kind, property In cededterritories and local payments to
armies of occupation. The amount In
cash has been only $875,000,000.

Ai:d yet, with this comparatively
small cash payment, obserjve what haa
happened. The mark has declined to
less than one-seventieth of; the value It
had when the obligation to pay was Imposedupon Germany by the Treaty of
Versailles. The means of payment has
been found by the sale of marks. After
this experience It Is difficult to bellev:.*
that Germany has any surplus at the
present time from the esport of her
products.

"There ts a further consideration In
support of this conclusion. It tp beyond
question that In the last three years Germanyhas made every effort to develop
her external trade. The German workman,whoso Industry and efficiency are

generally admitted, has been fully employedand the factories have been activelyat work »1l over the country. The
decline In the mark, which at every
stage haa been much greater In the externalthan In the Internal value, has affordeda very considerable advantage to
the German exporter, so much Indeed,that .there Is hardly anywhere a

manufacturer, producing (roods for export,who does not complain of German
competition. Nevertheless, the German
trade figures show tuajt the exports, long
after the Immediate deficiency In essentialforeign commodities due to the wnr

was made good, are still barely equal
to the Imports. The conclusion seems Irresistiblethat Germany has no present
capacity to obtain a surplus from the exportof goods.

Effect e( Enforced Payment.
"I am no- sanguine enough to believe

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 devastated arears. will be satisfiedwith the statement I have Just
made. At the recent reparation eonfer1«nce of the allied Powers held In Lonjdon proposals were made of punitive
measures to be taken wllth the object of
compelling Germany to make Immediate
cash payments, a policy which could
only have been advanced under the
conviction that Germany really could
pay. For my part I do not believe that
It Is within her power to do so. but
let us suppose for a moment that she
can. We have then to consider what
the effect of this enforced payment
would be upon International trade, and
whether It would be to the advantage
either of Germany's creditors as a whole
or of the rest of the world.

"If Germany could pay what Is demand*"d of her, the only method of obtainingthe money would be by increasingher exports. Now what are these
exports to be? She Is essentially a manufacturingnation. Her foreign sale of
raw materials Is comparatively small.
On balatu-e she Is obliged to import
.> .. .-....... -« it,. i._.
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a large part of her mineral Untie she In
oompelleil to import both Iron ore and
coal for the supply of her factories and
furnaces. An Increased exportable surpluscould only be obtained by extending
her Mile of manufactured goods. To do
this lit the teeth of the competition of
other manufacturing nations she must
work longer hours Tor less wages, she
must cut prollts, she must reduce her
Imports to the Indispensable minimum.
Hut her competitors will not consent to
stand Idle while they lose their trade.
They will find themselves faced with
growing unemployment and heavy trade
losses. Ho far as German goods seek
to Invade their own domestic markets
they may endeavor to exclude them by
tm itTa, but In order to Retain their hold
on neutral markets they, too, will be
compelled to reduce wages and cut
proflta. And thus 0«-rmany's effort to
extend her foreign trade must be con!fronted with the opposition of the whole
manufacturing Interest of tho rest of
the world, and could only be successfullycountered by a general loWertng of
the standard of life. v

"I know It Is frequently alleged that
the collapse of the mark, with tho accompanyingdisorganisation of the
world's trade, might have been avoided
If the German Government had acted
with firmness and good faith. It Is said
that Germany has Intentionally depreciatedher currency In order to Induco her
creditors to abandon their claims. We
are told that her people nro not adequatelytaxed, and that If they were subjectto the burdens borne In some other
countries tho Government would be able
to meet Its liabilities. It Is certainty
true that In my own country far heavier
taxation Is levied than In Germany, but
I am lnclln«r! to think we are overtaxed
and that overtaxation, so far from fostering,cannot fall to depress national
production. Hut whether I am right or
wrong In that opinion, I fall to see how
additional taxation can stimulate foreigntrgde and provide a large exporta-

THE NE
ble surplus. The taxes would be paid In
marks, and whether the marks are derivedfrom avowed taxation or from concealedtaxation through the use of the
printing press, they are in neither case

a cjurrency which would be accepted In
dlrtharge of foreign liability.

"In the actual condition of Germany a

foreign sale of njarks Is an Inevitable
accompaniment of the payment of reparations.Except by such sale there
d&es not appear to be any practicable
method for the Government -to obtain
the necessary foreign currency other
than by exacting It fro*n exporters as a

condition of their receiving an export
license. But the exporter, who often
has external obligations of his own to
meet, does not want marks but dollars
or pounds sterling, as the case may be,
and forthwith sells the marks paid hilTi
by the Government for the currency he
needs. If we add to this regular sale
In the course of business, the further
sale by Germans who mistrust the
stability of their own currency,, we have
ft sufficient explanation of the stupendousdrop in the value of German money.
"Let me come back to the question

of what Germany can pay. Certainly
she can pay something, though not In
the form or under the conditions It Is
now sought to Impose upon her. Many
Germans possess foreign assets, whether
Investments or balances in foreign
banks, and It would be perfectly practicableproceeding for them to sell these
assets to the German Government, who
In turn could hand them over to the
Heparatlun Commission. But It Is an

essential condition of such a transaction
that the ownors of tho foreign assets
should be willing to sell them; no governmentIn the present situation of Germanycould force a compulsory sale.
"How then could this consent bo oh-

talned? I have no doubt that If these
assets could be sold for an asstired
profit the holders would be willing: to
dispose of them. It must be rememberedthat to a considerable extent
they are the proceeds of sales of marks
which have been flung by Germans on
the foreign market under the well
founded apprehension, that the pressureof reparation payments would
rapidly depreciate their value. Relieve
this pressure and the mark would ImmediatelyIpiprove. It has still a far
greater value in Germany than It has
outside, and the German holders of
foreign assets would have a clear advantage'Inselling them for marks to
their Government.

"Before I leave this part of my subjectthere Is one observation I should
like to make. I have no wish to minimisethe Just claims of the Allies
ngalnst Germany, and I recognize the
serious political difficulties which stand
In the way of their abatement. But no
solution of the reparation is possible
unless political considerations are subordinatedto economic facts. What Germanycan pay may not be a simple
question, but It Is a question capable of
being answered. Unfortunately the
answer runs counter to popular hopes,
popular passions, and jpore formidable
still, a popular sense of natural Justice
which prescribes that the defeated
enemy who planned the war should
make good the lamage suffered by the
victors. And so no authoritative answer
is given while Europe slides into ruin.

"I have dealt at length with the reparationproblem In an endeavor to show
tl«t).t ft nation, except in so far am it has
an exportable surplus, can only pay foreigndebt out of the wealth it has accuImiilotoU nnlalHn Ite Tf ...«

pass now to the other international debts
we have to recognize that thfe general
argument Is equally applicable to them
all. Have the debtors an exportable surplusand what are their foreign assets?
With regard to the latter question the
only debtor possessing any large accuj
mulation of such assets is England.

Britain* Debt Covered.

"Notwithstanding her immense sale of
securities to the United States in the secondand third years of the war, a sale
which largely furnished the means of
paying for the goods of all kinds bought
by the Allies, England still owns sufficientforeign securities to cover her debt
to the United States two or three times
over. But neither France nor Italy has
similar reserves of wealth and I doubt
whether either of them has sufficient to
meet more than a trifling part of their
foreign debt.
"Therfe remains to be considered their

exportable surplus In the ordinary way
of trade. I shall speak later of the circumstance*In which an exportable surplusfrom production usually arises and
I shall give my reasons for thinking
that nothing more tnan comparatively
small annual payments can ever be
made in this way. But It will bo more
convenient now to dehl with an Individualdebt and I will ask yoil to consider
the particular ease of tho debt from
France to England, which I can speak
about with more freedom as It Is a debt
in regard to which my own country Is
the creditor. We shaU get a clearer
vi -w oi It if w'j examine tho circumstancesIn which It was incurred.

"During the war France developed an
immense demand for goods of foreign
production. As an Increasing proportion
of her man-power became engaged in
her army, her Capacity to supply herselfwas progressively reduced. She had
no abundance of foreign securities with
which to pay for her requirements and
she could obtain the war materials indispensablefor the maintenance of the
flglit In no other way than by borrowingthe money to pay for them. Before
the United States came Into the war
France hart borrowed $1,000,000,000 from
the British Government, and this amount
was subsequently Increased to more than
$2,500,000,000. The price of the goods
bought by France was naturally high.
Uftmmodltles produced to meet an urgent
war need can never be cheap. But
France win obliged to have the goods,
whatever the price, and a great atlmulua
was given to American and British
trade.
"It is Impossible to give any precise

estimate ot tl\p total value of these assets,but I believe It would bo safe to
put them at not less than a billion dollars.Whatever the amount may be,
however, Germany could pay It, provided
the fall In the mark was arrested. More
than that. I%l" not think she has the
ability to And, at any rata for some
years, and It would be a condition of
this payment that no more should _be
demanded of her for a lone time to
come. I believe that, looking merely
at the nmount to he received, the creditorswould gain by abandoning the attemptto obtain other money payments
for a period of at least throe years, and
I am qui* stiro the world as a whole
would ba an immense gainer In the
general stnhlllisatlon of exchanges whleli
would ensue upon an arrest of the fall
In the mark.
"Bet tie now reverse the process and

Imagine France paving off this debt.
She could only do so by producing
goods and exporting them In very large
quantities, far In excess of normal trade
demands. If the general trade organisationof the world permitted of the
absorption of this addition French output.I have no dnuht that her Industry
would he capable of the effort necessaryto enable her to pay Interest and
sinking fund on her debt. But would
chere be any willingness to receive the
goods? Neither England nor any other
country Is prepared to-day to pny for
and consume goods on an exceptional
scale. The Immense demand created by
the war has no parallel fn peace.
"And yet how Is France to pay unless

an exceptional demand exists? The truth
Is that her debt Is far too great'In re-;
latlon to ordinary International trade
possibilities. It was Incurred by the
purchase of goods required In war an I
bought at war prices. Tt could only be
discharged by the transmission of goods
not wanted In peace, and sold at no less
high prices. We became accustomed In
war to talk In billions. Our language
was suited to the circumstances of the
tlms. but, If wa carry our minds back
to 1914 and return to Lhc ideas appro- j
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prlate to peace conditions, we shall
recognize at once that France has no
trade surplus or reserves of accumulated
und exportable wealth to enable her to
meet her present external liabilities.
"There are of course conceivable,

though I trust Improbable, conditions In
which the French debt to 'us might be
repaid. If we were at war and the call
upon our men to line the trenches was
such that many of our mines und factorieshad to close down, and If France
were at peace and at liberty to Increase
her output to the utmost of her capacity,she might pour upon our shores
war material 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 additional outputIn time of peace?

Wonlrt Menace World Trade.

"The mere endeavor to extend her
foreign sales to the necessary degree
would disorganize the trade of the
world. We have seen the painful effect
of an enforced competition by Germany;we should experience precisely
the same results from a similar effort
by France.
"The Inevitable conclusion Is that

these International debts are far too
great for the capacity of any of the
debtor countries except England. She
nlnru In I.. t,. a In

vestments has adequate resources with
which to discharge her liability to the
United States. Of the others, France
has the greatest resources, but they are,
I believe, quite insufficient to meet her
obligations. The whole subject requires
a rational reconsideration by the
creditors, who must keep =teadily In
view the immediate effect of the payjmrnt of these debts on the general
trade of the world.
"The creditor countries will obtain

greater advantage from trade prosper-
lty, which will Insure future employment
in their factories and workshops, than
they can ever receive from the precariouspayment of these debts. In the last
two years we have had experience of
the effect upon foreign trade of tumbling
exchanges and broken down credit, and
though the consequences may be more
serious In England than in the United
States, where foreign trade Is comparativelyonly a small part of the total
trade, they are still grave enough in the
latter country also to warrant the fullestand most careful consideration.

"It may be objected that my argumentappears to lead to the unpalatable
conclusion that no nation, unless It has
accumulated resources in the form of
foreign Investments, can discharge externalobligations to anything more
than a comparatively small amount.
This is an objection which goes to the
very root of the question of internationalloans and forces us to a considerationof the real meaning of an exiportable surplus. I cannot do more than
touch upon it briefly now without
stretching your patience beyond the
limit of extremef"good nature.

EnKlnnd's Experience Cited.

"It seems to me that the most com-
pact form in which I can present the
case Is by calling your attention to the
experience of England as a creditor
country. For over two centuries Brit-,
ish capital has been lent to other ecun-
tries. Year by year England produced
more than she either consumed herself
or could exchange for the products of
other nations and she cohld not obtain
a. market for the surplus unless she gave
the purchaser a long credit. Foreign
loans and foreign issue* of all kinds
were taken up in England an 1 the proIceeds were spent In paying for the surplusproduction. British factories and
workshops were kept In good employment.hut It was a condition of their
prosperity that a part of their utputJ
should be disposed of in this way.

"Taking the 'aggregate of the trans-
actions British creditors have received
a good return on their Investment, but
the ability of the debtors to pay has
been dependent, speaking generally, on
the development of their country being
fostered by the receipt of further loans.
If we take the whole lleld of British
foreign Investment, we shall And that
every year England has returned in
loans more than stic received in inter-
est, and the balance of the world's indebtednessto her has been steadily
growing.
"From this view of loans made to foreigncountries they might seem at first

sight to be somewhat, undemunerative.
If the creditor has to go on lending in
order to bo paid the interest on pre-
vlous loans, a bad debt would appear
to be the only possible end to the business.But this is by no means the case.
While this continuous lending has been
true in the past in the aggregate of
foreign loans, it is not ner ssnrlly true
in any Individual Instance, nor does It
follow that It will always be true of
the loans as a whole."

"In our experience as bankers It la not
unrommoii to see loans to corporations
and firms Justifiably increasing In
amofint. The borrower may show by the
growth of his business and expanding
turnover that such advances are thoroughlywarranted ami In spite of his
greater total of indebtedness his credit
may be improving and ids balance sheet
may disclose an Increasing surplus.
What is true of an individual or corpora-
tlon may be true of e country, but on a

larger scale and viewed over a much
more extended period of time.

tJ. J, Greatest Borrower.

"The life of an Individual or even of
the most succesful company Is as noth-
Ing compared with the life of a nation.
Take the case of your own country. The
United States has been the greatest ex-

ternal borrower in history. You re-

quired foreign ckpltal for your internal
development and you took from Englandalone not less thnn three billion
dollars. It Is estimated that nt the
time of the outbreak of the war your
external debt had become stationary
in amount and that your exportable
surplus of commodities sufTlccd to pay
the whole of the Interest.
"Repayment of the capital, however,

would have been beyond even your car.acitvfor a very long period had It not
been for the opportunity afforded by the
war. As you know there arose then an
Inexhaustible demand in Europe for
.American (mods which led to an ImmenseIncrease in your exports. Paymentfor these exports was largely
made out of the proceeds of the sale
of the stocks and bonds held in England.and thus a capital liability which
had been growing for over two centuries
v,as almost entirely discharged in a
few- years.
"We see. then, that a^ debtor nation

may In certain circumstances pay off It*
foreign debt with remarkable ease and
rapidity. The Indispensable condition
for stich rapid repayment ia that there
should be an extraordinary demand for
Its goods, a demand whlth Is a natural
accomriiroiment of war but does not existIn peace. I cannot help thinking that
there ha* been a general, though very
natural, misunderstanding of. the condl-,
tlons under which International paymentsare made. In Its present magnitudethe subject is new.

"In the past we have been accustomed
only to the discharge of comparatively
small liabilities between nation*, which
has been effected partly by the remittanceof gold and partly by an extension
of export trade facilitated by a fall In
the exchange of the debtor country, and
It Is not easy for us now to free ourselvesfrom the Ideas we have formed In
the course crMuir past experience. Ml*
taken opinions on these economic questionsare not surprising, but they are
causing grave disasters throughout the
world.

"It Is not many years ago.It Is well
within my own recollection.that a want
of understanding of sound principles of
hsnklng led to repeated financial crises
which were then believed to bo Inevitable.As they usually happened at Intervalsof ten or eleven years, many seriouspersons attributed them to the variationswhich occur In tho spots on the

,1
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sun. These spots may affect the weather
and, through the woather, the harvest,
but a wider knowledge of bunking and
of currency requirem ;nts has taught ub
how to cscupe their malign influence on

credit.
"A better understanding of internationaltrade and of the possible limits of

International payments will quickly enableu- to find a remedy for the evils
which now distract us. The public on

both sides of the Atlantic are beginning
to take a more rational view than was

possible three years ago, and If tho leadersof opinion direct our footsteps along
the right path I believe the world is now

prepared to follow it.
"To gum up. the conclusion to which I

am driven Is tnat 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 remainingforeign securities; that this
payment is only possible if all othor demandsare postponed for a definite
period long enough to insure the stabilizationof the mark and that future demandsat. the expiration of tills period
must be limited to the annual amount of
Germany's exportable surplus at that
time.

Others Cannot l'ay All.

"Further, that England has the ca- |
paclty 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 fnore than a

small part of their external liabilities,
and In the existing condition of Europe
a definite postponement of any payment
by them is desirable In the Interests of
all the parties. The actual amount
which the other debtors could ultimately
pay should, as in the Tase of Germany,
be ascertained by Inquiry Into their exportablesurplus at a full and frank conferencebetween creditors and debtors.

"It remains only for me now to thank
you for the patience with which you
have heard me. I have strictly confinedmyself to a consideration of Ine
economic aspect of Reparations and InternationalDebts, how they are payable,
the general capacity of a debtor country
to pay, and the effect of payment.

"If I have become convinced that an

attempt to enforce payfhent beyond the
debtor's ability Is injurious to the Internationaltrade of the whole world,
lowers wages, reduces profits -.nd Is a

dlVect cause of unemployment the conclusionIs founded solely on economic
grounds and Is uninfluenced by any politicalconsiderations or any regar l to
the moral obligations of the debtors. I
know' very well that there are other considerationsaffecting these debts, but
these are matters jf statecraft to be
determined by the rulers of the creditorcountries according to their vice- of
wise policy which covers many Interestsbesides those of trade and finance.

"The fact that a debtor cannot pay
does not of itself discharge the obligation.The debt may become the subject
of negotiation and bargain by which if
the debtor obtains relief, the creditor
may still recover some advantage to

wljjch he may be Justly entitled. But
I conceive it to be the duty of bankers
to help so far as they can in forming a

sound public opinion upon the financial
and commercial aspects of these Internationaldebts, and It is In pursuance of
this duty that I havo ventured to make
these observations to-day."

U. S. OPPOSES CUTTING
WAR DEBT PRINCIPAL

Officials Say McKenna Plan
Is Impossible at Present.

Washington, Oct. 4..Suggestion of
Reginald McKenna, formerly Chancellor
of the British Exchequer, before the
American Bankers Association lnr.New
York of the advisability of definite postponementof any payments to this countryon war debts by foreign nations, exceptGreat Britain, until the amount
such nations could ultimately pay could
he determined, was regarded at the
Treasury to-day as merely stating the
status quo of negotiations by the debt
funding commission so far as Interest
Is concerned.
With respect to the possibility of a

reduction of the principal of foreign
debt, as suggested by the British financier,high Treasury officials declared
that the debt commission was entirely
governed by the wishes of Congress,
which in the present law authorised
the commission only to arrange for the
payment of the wartime'obligations upon
suitable terms.
As to the principal of tho debts, It

was conceded that after Investigation
by the debt commission and conferences
with foreign representatives tho facts
as to conditions in some particular nationmight be laid before Congress with
a view of having the commission cmpoweredto make such terms as would
enable payment. But as to any general
cancellation or wholesale reduction of
foreign debts Treasury officials Weffi
of the opinion ths^t such a step would
be Injurious to the welfare of the
world.

LONDON TIMES PRAISES
MR. M'KENNA'S SPEECH

IjONnoN, Oct. 4 < Associated T'resS)..
Tho Timrs editorially gives great praise
to Reginald McKenna's speech before
the American bankers' convention at
New York, saying that Mr. McKenna
rendered good service by emphasizing
the fact that "we have the capacity to
pay our debts, and It Is our determinationto honor our bond in full," ami

"If. as we believe they will, the
British funding mission also make this
point crystal clear to our friends on

the other side of the Atlantic, the mischiefthe Balfour note did may yet be
undone."

BANKERS' MAIL IS HEAVY.

I.nnir Time Postal Superintendent
ll,ns >!! Hardest Job.

The post office on the convention
floor of the Commodore Is In charge of
a superintendent of forty years' experienceassisted by four clerks picked
from the finest of the City Hall station
staff. The superintendent says that
he has nefer had such hard work in
his post office experience, and that
more mall Is handled there daily than
In the flenernl Post Office, This Includescirculars, mngaslnr*. samples
from shops and advertisements as well
as personal mail.
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WITH each succeeding day of
the A. B. A. Convention there
grows the conviction that it

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

It is not alone the opportunity affordedto banking minds from all sectionsto meet and exchange opinions.
- For the first time American bankinglearns the European standpoint

on the foreign debt to America as cx'
pressed by Reginald McKcnna, exChancellorof the Exchequer of Great
Britain.
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sntion Is Shaping
of Banking

Again, there is the report of the
Commerce and Marine Commission.
a pronouncement of farreaching importanceto America's foreigft trade.

For 123 years the Bank of the ManhattanCompany, chartered in I799i
has been serving not only its home
community but correspondent banks
all over this country and in foreign
parts as well. *

Not in all that time has there been
an event which promised so much for
a sound and prosperous future as the
A. B. A. Convention of 1922. j
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