Banking and Business Affairs in the U.S.
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New York, March 24, 1917. — While lJoags to
Irance, the United Kingdom and to Canada have
thus far heen placed without difficulty by the great
hanks and financial houses, we are now face to face
ytith an entirely new situation. We must not only
continue to make .oans to the countries named and
{o others but must provide large sums to mreet war
expenditures of our own. The huge stock of gold,
a4 great part of which has been accumulated since
thie war begun, now in the Treasury and the banks,
will make this a comparatively easy task. It
vet remains a question as to how the war demands can
be handled so as to insure prompt placing of fut-
ure louns. 1t has been suid before in these columns,
but will bear repeating, that the majority of Ameri-
cun banks and of the people as well have no e€x-
perience whatever in huying foreign investment sec-
urities This explains why countries like Great
Britain and France, whose credit repute has always
stood high, have had to put up collateral when ob-
taining louans here. This has no  donbt heen the
source of some irritation, but in bhorrowing money
i is usually not good policy  to find very much
funult with the methods of those who are to do the
Jending, but to comply with the requirements with
as good grace as possible. This is whuat France
and Great Britain have done,

In the lust two years the American hanks and many
of the people have become bhetter informed as (o
(he desirability and safety of prime foreign invest-
ments. They are gradually beginning to understand
the valiue such investments have heen l‘n I'rance and
Greal dritain. Foreign loans do not 20 beguing
now. The banhks are eager for t(hem, and private
investors are making inguiries,

Put it is  still ano open question, if very large
sums are to be raised for the lontente Allics and for
home use, whether ext aordinary measures may not
be required. 1L has Ius hn'fm'(mu'd {o x'ui;; A J’U()F
Joun on the credit < “:‘.Hn’u-(rm forizn countrie.
requiring loans. 'his would insure, with question,
an enormous amount of money and perhaps on bet-
fer terms than those governing previous loans. The
purpose is not here {o criticise whatever policy may
be finally agreed on, but merely to point out that
{lhe banks of the United Siates are likely to be
colled on in the near future to assist in large scale
foreign and domestic Government financing. That
they will meet the situation patriotically and in a
way that will hearten {he cause of the Kntente All-
jes, no one doubts. Some shortcomings unaques-
fionably inhere in a system of small independent
banks: bhut, on the other hand, they are in close
and intimate touch with the people of their respec-
five localities, which in a time like the present
chould he helpful in spreading correct information
regarding the financial policies which the war silua-
fion  muakes necessary,

Compared with the February figures, the short-
age of empty freight cars in the United States and
Canada on March I1st showed that the railway sil-
vation is not yet improving. ‘The net shortage of
cars was 124,973 on March Ist and 109,770 on I7eh-
ruary 1Ist, Ixplanations have heen made hercto-
fore as to the causes of this condition. 1t has been
chown likewise that no specdy remedy appears pro-
hable. A mnational crisis, such as war may bring
about, might force a hreaking of what may be des-
eribed as the present railway deadlock. The avert-
ed railway strike and the partial upholding of the
eight-hour law do not seem to have cleared up the
situation mueh so  far as relates to fundamental
conditions.  No disposition is apparent to push rail-
way construction and cquipment, on the part of the
railway executives, nor i« there discernible any move-
ment by governmental authorities to relax prevailing
restrictions.

American capital desirous of embarking in railway
construction is turning hopefully to China, a country
hitherto regarded hy many as unprogressive, bhut
which seemingly offers at the present time a more
promising field for railway expansion than can he
found in the United States under existing condi-
tions,

The war excitement has caused the public to for-
get the so-called “food shortage,” but some incon-
venience in this respect may again ensue if the
Government should seize the railways for transporting
soldrers and military supplies. Should thix incon-

venience go far enough it might serve to eall at-
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tention to the lack of railway facilities and cause
an enquiry to be made as to the reasons therefor.
In fact, the subject is already being pretty widely
discussed, though it is not yet quite clear whether
this 1merely represents the national fondness for
academic dialeties or whether it is the beginning
of one of those public debates which in a democracy
often foreshadow decisive action.

When the Government compelled the National
banks to contribute a percentage of their ocapital
to the Federal Reserve System, many banks con-
sidered this as constituting a direct means of bring-
ing the CGovernment and the banks into competition
with one another. Some annoyance was caused by
the fact that wlxih: the banks furnished all the funds
for the new system the Government had the chief
share in their management. Resentment was also
expressed because the operations of the Federal Re-
corve Banks tended to reduce the rates for loans
which the member bhanks were receiving. As is
well known, conditions have been so0 exceptional
since the Federal Reserve System was inaugurated
that it is difficult to measure with any degree of
cxactness its influence upon the banks of the country
taken in their entirety. Very likely, however, the
tendency of the new system has been to lower the
rate for money,

Now comes another and more open activity of
the Government in lending (\>1)(-1‘;Lti<)n.‘=. 1t will be re-
c¢alled that the banks themseves contributed the
capita for the Federal Reserve System, but the Farm
Loan Banks which will shortly get under way de-
rive their capital almost entirely from the Govern-
ment. Ilstimates have been made showing that at
present the average interes{ rate on farm mortgages
in the United States is as high as 7.4 per cent on
a tolal volume of $4,000,000,000 of such loans. It is
proposed that the J'arm Loan Banks will make a flat
rate of five per cent,, effgting a saving é){ -dbout
2100,000,000 a vear.

Naturally. the inquiry arises, if the Government
bv intervening in banking and making of farm loans
can save the people so much money, why should sot
its intervention in business of all kinds be equally
heneficent?

There is no change of marked interest in the busi-
ness situation, and no indication as vyet of a halt
in the forward march. 7True, the volume of exports
declined slightly in February as compared with Jan-
uary, but this was due to inability of the shipping
facilities to care for the business offered rather
than to a decline in the volume of bhusiness itself.
Unfilled steel orders have recently made a mnew
Lhigh record and bank clearings continue to grow.

In fact, there is notl anywhere the slightest indica-
tion that the nearness of war is causing alarm in
business circles. The measure of the present and
future situation has been taken, and the judgment
is that the foundations of the world are not going
to slip away simply because two of three nations
have sought to destroy them. There exists a hard-
headed element in business which can not easily be
binffed, and the present calm, amounting almost to
indifference, which exists in financial and commer-
cial circles carries with it an’ especial significance,
1t confirms the r\l;ininn that Germany's attempt to
impose upon the world the policy her statesmen have
mapped out will not succeed. ‘While this feeling pre-
vails—and there is no sign of its alteration —trade
and enterprise in the United States will go on while
the war lasts without serious interruption. What
may happen once the war ends and new factors are
introduced into the situation can not be foretold, but
it is at least reassuring to have the confidence that
(jermany’s war against the United States will not
result in seriously harming the business interests of
the country. Needless to say, that this is favorable
{o the cause of the Entente Group, for a financial
and business upheaval here at the present time could
not fail in injuriously affecting their cause.

Another nation has appeared in the Money Market
of late in a tentative way as an applicant for a
loan. For some time China has lived from hand-to-
mouth financially, the disturbed condition of politie-
al affairs in that country having operated to pre-
vent any successful negotiations for a loan, The

participation of United States bankers in the so-

called six-power loan was not regarded with favor

by the American Government. Now an entirely dif-

ferent situation has aren. China has altered hev
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system of government, and close relations hawve 'been.
established with this country. It is now propesed
to revive the plan for a loan” to the new Oriental
Republic, Germany of course being omitted from the
group of lending nations. It is understood, from
recent soundings of the State Department, that while
the United States eaf;nqt enter any engagement that
might be considered as a guaranty of the Chinesg
Joan, a certain moral support could be offered wh
should go far towards making the loan a sucsc

The suggestion that the lean be advanced thi
Japan does not seem to meet with general
either in China or the United States, though 8
recagnized that. Japan on aecount of her proximifd
to China and because of present ability to joi
making the loan, shounld naturafly participate guite
extensively in the undertaking.

China has shown of late capacity to preserve a
stable government, and to look out For her interests
in the international political field. If she is to de-
velop her own internal commerce and take a fair
share of the burden of defending the world against
(terman aggression, a loan of considerable size be-
comes necessary.

Cthinese finance therefore promises to become, in
the very near future, an interesting field for the ex-
ploration of the American bankers.

That steel is either “prince or pauper” gains a very
striking illustration from the report of earnings of
the United States Steel Corporation for the years
1916 and 1914, Last year's gross receipts were $1,-
231,473,779, *comparing with $796,894,299, the previous
high record reached n 1913, Net earnings for 1916
were $294,026,565, nst only $71,663,615 in 1914,
Total surplus in 191 was $381,360,913 compared with
only $135,204,472 in 1914, Average number of em-
ployees in 1916 was 252,668 and 179,353 in 1914, Total
sales of steel in 1916 amounted to 15,460,792 tons,
and 9,014,612 in 1914, .

These very marked changes have been due in part.
to war orders, though the demand in several lines
has been good for structural steel. Shipbuilding has
been especially  active. ~When the - munitions trade
falls off, as presumably it must before very much
Jonger, the demand for structural steel in Europe
ansm_je need of materials for railway construction
may go far toward counter-balancing this loss. As
greater marine tonnage becomes available, steel ex-
ports may even show an increase over the most
active period of the war demand.

There is ground for hoping that not only in the
steel trades regarded here as the barometers of busi-
ness, but in most other lines, the post-bellum period
may not develop the depression in trade which many
are expecting. If a settlement of the war brings with
it an arrangement offering a sound basis for a peace
of long duration, this, in itself, may have a power-
fal influence in stimulating business activity, This
may be regarded as no rore improbable than many
of the events which the economic world has seen
since the war began.

As miight have been expected, the Postal Savings
Banks have gained beyond the usual rate recently
owing to the war talk. In February over $5,000,000
was added to such deposits, which is a greater- ine
crease than has been shown in any previous month,
and brings the total up to $121,000,000. Not only
do the ordinary savings banks of several cities re-
port larger deposits, but there are even individual
banks with depoesits at or quite near this figu‘.é_
Thus far, then the Postal Savings Bank has not be-
come of much importance compared with tlie other
banks, but its popularity is growing. Thefe are now
about 700,000 depositors, chieﬁyl cop;.p‘osed of the
foreign-born element of the popnitation for whose
special benefit the government }‘/ar’ﬂ{s were devised.

This addition to the deposit:”‘in the Postal Savings
Banks represents to some extent the general pros-
perity, but no doubt a few over-timid citizens of
foreign birth have withdrawn savings from hoards
or from other banks and placed them with the gov-
ernment. It is a remarkable tribute to the confidence
which -the people have in the banks that apparently
no large withdrawals have taken place nor are they
regarded as probable. In a country of such large
extent, and in a time when distrust of banks mig‘ht
have been expected, a shifting of $5,000,000 of de-
posits fromthe ordinary banks to those under gov-
ernmental control is really a trivial matter. As
indicated above, however, this increase in the Postal
Savings deposits comes partly from t'he gain usual
in a time of prosperity, and partly from taking money
that is hoarded and confiding it to the care of the
Government.

The banks of the TUnited States—all classes of
them—are in a thoroughly safe position and never

better entitled than row to rrablic canfidence.

March 27, 1917,
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