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THE GENERAL FINANCIAL SITUATION.

On Monday this week the Bank of England -
creased its stock of gold on balance by $ 1,000,000
European conditions have not had a great deal of
weight upon the general international situation
this week. The attention of the financial world
has been concentrated upon New York.  Bank rate
in London was again reduced and is now on the
3 pc level. In the market, rates are about the
same as a week ago. Call money 2% to 23 ; short
bills, 254: three months bills 23;. On the Con-
tinent the Bank of France and the Bank of Ger-
many have maintained their official rates at 3 pc.
and 4 pe. respectively; the market in Paris 1s 2's,
and in Berlin 3's.

What happenc! at New York has been of a
nature to cheapen the price of liquid capital.  Call
loans are quoted at 2'; to 24 with most of the
business at the higher level.  Sixty day loans,
314; 9o days, 3, sIX months 4 to 4'%. On
Saturday the associated banks reported a loan
contraction of $1,536,000, a decrease of $4,100,000
in cash holdings, and a fall of $2,800,000 1n sur-
plus.  The item now stands at $21,000,100. The
probabilities are that the results of transactions
put through since last Friday will be to effect a
material strengthening of the bank position dur-
ing the current week.  The trust companies and
non-member state banks reported a loan reduction
of $1,340,000, and a cash increase of $1,300,000.
Their percentage of reserve to hability fell from
17.7 to 17.1.

Financial interests all over the United States,
in Canada, and in Europe are intensely interested
in the outcome of the railroad rate situation in the
neighbouring country Briefly the position 1s as
follows. The United States railways have been
confronted with rising costs of operation n the
past few years. Iron and steel, labor, in short all
that the railways have to buy have been going up
in price. Just a short tune ago the principal roads
were obliged (o lake action on a demand by their
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(‘III|)|nyo\ for a \h.lrp rise - wages If they
refused a big general strike was threatened They
vielded and the result was a further rise costs
of operating. I'he railway companies had hled
notice that on 15t June, this year, a general advance
in freight tanffs, would take place. The mer
cantile and manufacturing organizations resisted
this proposed advance i freight rates to the extent
of their power. At the eleventh hour the Taft
admimstration  at Washington  obtamed an -
junction restraming the railways from making the
advances.  The mjunction was granted, not because
the Government charges that the increased sche
dules were unreasonable but because the ralway
companies had acted together m the matter, and
t.os laid themselves open to the charge of “con-
spiring together i restramt of trade” Naturally
the stocks of the |)r||l\||~.l| ralways affec ted fell
with a crash. The speculative assumption was
that if the railways were prevented from mcreas-
ing their freight rates  some of them would be
driven into bankruptcy and others compelled to
lower their dividends.  Some  critics are of the
opinion that the Government's move was designed
to help the Taft party out of its tanff muddle
An attack on the railways on the question of
freight rates should be popular, and might recon
cile a number of voters who are feehing antagonistic
because of the failure to lower the tanff n
accordance with the general expectations How-
ever it is just possible that if the freights cannot
be advanced the efforts of the railways to preserve
their solvency and their existing dividend  rates

through curtailing expenditures, reducing their
staffs of employers, etc.may bring about a state
of affairs which  will react with considerable
violence upon the Taft admmstration. In the end
this policy may bring them more unpopularity than

populanty.
Apart  from these considerations 1t s 1o be
observed that the drastic liquidation  that has

been effected in three of the most important of the
speculative markets —stocks, wheat, and cotton

must have a very benefic tal effect upon the mone
tary position.  Vast amounts of credits have been
: result is that Europe 1s relieved
prospective  borrowing there by
The abihty of New York to

Indeed some

released, and one
of considerable
American bankers
finance itself has been enhanced
close observers say that even if nothing had hap-
pened n the matter of the railway rates the con-
ditions prevailing in the New York money market
would have forced, sooner or later, a hquidation
of the stock market position

The Canadian markets have been undergomg a
sympathetic liquidation and dechine.  The process
here has, however, been of a more orderly nature,
and has not been accompanied by such gloomy




