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FINANCIAL NEWS
AND THE SITUATION

Effect of High Credit Costs on
Non-Essential Borrowing
Is to Boost H. C. L.

[Significance of Extraordinary
Terms of England®s, New
Government Loan, -

i s
[ My WILLIAM JUSTUS ROILES.

| The wor.] has enterad nnother stage
| of credit straln brought abuut by the
| sxhinustion of capital In the world war
and the bost equipped fnancinl states.
men are cooperating with Government
authoritien everywhere in an effort to pet
the people to do the extra work needed
to enlarge easential production and thus
cura the worst s from which we are
suffering, The credit strain In this coun-
try hng been Intensified by the Inters
ruption of teaneportation ocaused by
the recant stelke and by the amasing

shortage of equipment nt the ecom-

mand of the great rallrond systems,
That detletency la .:'v.ul_\' peneational,
amounting to 250,000 cars, which can
be provided only when rallroads shall
e able to market thelr securitles on

! eatlafactory terms. Th# strike haa dis-
looated traffic conditions bdbadly and
foroed rallroads to sldetrack thousands
of cars that ghould have delivered their
valuable frelght to consumers In trade
centres severnl weeks ago. As every
car of frelght at the Inflated price level
prevalling represents twh or threg times
 the lending requlrements of o normal
!'year the great traffic hlockada hag tied
up & huge amount of bank eredit.

Sldetracked Crediis.

Thera Iy probably mope slidetracked
bank eredit on rollronds leading to this
elty than was over before fromen fist
In a freight blockande or tled up In
through frelght consignments, plied up
in warshiouees awalting shipment, An
cnarmons volume of outward foreign
frelght’ has been held up 1o the mme
wity to the detvlment of our European
trade and the inconvenlénco of tha fors
olgn exchange market. Tha! influence
s heen widespread, afMecting banks in
cities which have been carrying loans
that should have been Bauldated twa,
three or four weeks ngo. Thete facts
will ha brought (o 1the attention of the
Interstate Commerce Commnlssion when
the quostiof of incroasing freight ratea
ahall be taken up because In a country
! of magnificent distances and high pres
| sure business most of the time it is
| apparent that non-delivery of valuable
| freight bocomes a terrific drag on the
nation's loan account. The traffle situa-
tion must ba vastly improved if orderly
| business conditions are to be restored
{ and aceommaodation for commerclal hor-
| rowers DO sgain In plentiful supply. The
| profpt addition to pressnt oquipment
| of 20,000 locomotives and 200,000 or

300,000 box and fMut ¢ars would wark
eoon a wonderful change in the loan ae-
count, relléving the striin In contres In

which  banks have experlenced mtch
aiTiculty In financing the growing vol-

ume of day to day business,

High Crediin,

The high ecost of borrowing as in-
creased lviog comts overywhers, (Grear
Eritain has fust had to offer its new
fifteen year lovn wnder wn  intercst
sgreement which guarantess the pur-
rhassr an income return equal to that
derlved from short term Treasury hlla
with 7 per cent. aus the Umit. 1t s the
first occasion on which the Hritish (ov-
ernment has ever resarted to such an ex-
pedient to place a great loan and It
emphasizes the extriordinary disloeation
of Government credit as a consequence
of prodigious hond Issuesr of the war
period. Curiousiy enough that ingenious
proposal comes when our own war ‘oan
murket has been depressed serlously by
heavy offerings of Liberiy bonds by in-
id'v.l.-a‘t:'ml corporations which have {otund

It easler to sell thelr bonds Lelow the
purchase price than 1o pay the algh
chiarges asked for new capital at a sime
of acute credit siraln, Our own Fl-
eral Reserve hanks have jent $1,500.-
000,000 on billy sécured by Governmond
bond ecolintera! wnd In ad®tion are
certificates of Indebledness, whilch means
tEht the rezserve banks alone  fuive
£1.750,000,000 invested In Government
| honds and loans secured by Government
| bond collateral which otherwise would
be available for the accommodation of
commarcial borrowere. The Prit!sh Gov-
ernment has borrowed much more from
the banks, securing $§8,500,000,000 (n
three and six months' bLillh to cover its
defieit. It (s this Indebtedness whicn
the Chancellor of the Exehequer wiil
fund with the proceeds of his latest oan,

Government Cowets.

There has been an outcry in England
against the high cost of operating the
Government just as there has been herw
{ where the people are belng taxed §18.-
000,000 a day for that purpose. Thoss
outlays must be reduced forthwith if the
Imuntrr Is to ba relleved of buriens
pressing ao heavily on its people. Largo
Government loan flotations, both In this
country, (hrough the sale of Treasury
certificates of indebtedness, and In Great
Britain, through the flotation of short
and long term loang, make It difflcult for
corporation borrowers to procyrs the
capital thew are (n need of to pay for
necessary squipment and pormanent fm-
provements. An lmmenege volume of that
financing must be arrunged as soon aa
market conditions Improve, hecause it Is

trial properties should be equipped to
handle the business that will coms to
them from patrons here and abroad.

Non-Essential Loans.

The high cost of credit is working
, toward a reduction in non-essential
loans, but the chlef impetus comes from
;the admonitions of thoss in control of
‘ the great lending institutions. Now is
no time to morrow money for UnNnAces-
sary purposcs. It s no time for ex-
travagant living or for reckless expendi-
ture by Governments, corporntions gr in-
dividuals. People are belng so heavily
taxed that Investment money Ia being
divertsd from ordinary Investments to
those which carry full or partinl exemp-
tion from such charges, which Is work-
Ing a hardshlp to Industry at a time
when It Is Important that output should
be enlarged and productive machiners
maintained at a high level of eMelency.
Our present taxing system penallses in-
dustry and hurdens nroducers whose ouls
pit 1¢ most necded 1o strengtRen irade.

Tho country !s still heaviiy short of car-

r
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carrying $267.000,000 of Unitel Strtes’

‘highly Important that the great indas- |}

Thefmmnlhumm?

tain claspes of merchandiss, and, frre-
spentive of the forelgn demand, It will ba
necossary for manufacturers o Increase
plant equipment to provide material
needed for home consumption,

As to Deflation.

There can be no doubt that defation

18 under way and that the country s In

the midst of an Intricate industrial re-

,kGjustment, which will be carried through
im an orderly manner If Congress does
'nnt add freah burdens to those with
,which tha peopla are wrestling. Natlonal
(bank resources showed $348,000,000
shrinkage during the first two months of

Pl P f -

R e T i B

THE SUN AND NEW YORK HERALD, MONDAY,

tha year, total deposits In that Interval
declining  $901,000,000. The Reserve
Board has just noted the hopeful sign
(from the consumer's standpoint) of
anulety concerning the overstrained mit-
uatlon resulting from excemsivaly high
prices In wages, which it bellevey fore-
cants a slowing down from the extremely
high commodity prices that have pre-
valled. The nesd of conserving thée na-
tion's resources was emphaalzed in the
significant resolution adopted by the
axecutive council of the Amarican Bank-
ars Association at it spring meeting at
Pinehuret on Thursday., “We are,” It
says, “In an orgy of extravagance. Eam-

ing and saving must replace idling and
opending. The loser lo<day Is the
wpender. To-day the dollar s worth b0
centa to spend. It is worth 100 cents
saved, Economy Is incumbent on the
well to do as wall as thoss of moderate
means."

That resolution emphasizes ths fact
that the newly Invested dollar ls really
the only dollar that Is worth more to-
day than |t ever was bafore, It will buy
mors income and it can be invested to
greater advantage, all things considered,
than at any previous time In the history
of the American Investing market. But
to safeguard the Integrity of American

MAY 8, 1920.
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Investments it wlll.-’:: NOCEARATY t:.l:;
troduce publlo and privata econom

® large Nm and lessen burdens which
preas so heavily on the people Din-
criminating Investors can employ thelr
pavings to-day at terms which Insure
them as large an income return as Was
obtainable befora the war from ehly
highly gpeculative®pecuritien That ap-
peal s bound to make Itnelf folt moOnr
or later becauss thers s atill a good denl
of money awalting Investment th this
cotintry, and on the release of Moy divl-
dent and Interest disbursemonts it is
glear that the fund will be materially
pugmanted,

'
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TOTAL TRANSACTIONS IN THE NEW YORK ST
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BROWN BROTHERS & CO.

Falablivhed 1818

NEW YORK Boston

Philadelphia

Credit Information

In the many years ¢f our business experience we
have compiled valuable credit information concerning H
individuals, firms and corporations in all parts of
the world. We ape in a position to obtain facts of
current credit and commercial conditions in this and
other countries and to advise as to foreign business
usage. This service is at the disposal of our clients.

BROWN, SHIPLEY & COMPANY

Establlshed 1010
Faundwre Court, Lothbury
LONDON, B,

Ofoe for Travelers
120 Pall Mall, LONDON, 8, W,

- —————— —— ——————

Standard Bank of
South Africa,

P ———

WE ARE atall times very glad to discuss

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

Established 58 Years

360 Branches and Agencies
Resources $306,125415

W H. MACINTYRE, Agent
68 WALL STREET  NEW YORK

Provision for

Your Family

I+ 15 & wise povtcy to take into con-
sideration the possibility of reverses
during life, and to provide for the future i
out of the plenty of the present: '

This canbedonebyplacingcash,securities
or property in trust with this Company,
the income and the principal to be paid F
as you direct.

The advantages of such an agreement
—known asa velurtary trusi—are many,
It provides experienced and efficient
administration for the funds or securities
set aside; it assures every safeguard for
the principal, and the highest interest
return consistent with safety; it relieves
the maker of the trust of personal at-
tention to the management of the affairs 1
placed in our care, and at the same time T
gives him the opportunity to direct their
handlinginsuchmanneras may beagreed.

At any of our offices members of our
Trust Department staff will welcome
the opportunity to discuss with you the
business phases of your individual trust
problems,

Guaranty Trust Conipany
of New York
140 Broadway

Firra Avewue Ornics: Fifih Avenue and 43rd Street
Maomon Avewve Orrice: Madison Avenue snd 6oth Street
Gaaxo Svexer Orrice: 268 Grand Street

Capital & Surplus . . $§o,obo.ooo
Resources over . . $800,000,000

Printz Biederman Company

Prior to listing and trading on ',
New York Curb about May 5, 1920— g
- _ ]

SELL '

We Will

BUY QUOTE

Circular upon reguest

E. A. Manice & Co. |

Membera New York Stock Exchange
15 Broad Street New York !
Telephone Hanover 9749 |
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