
iw Germany Ras Financed the War
Ail Paper Mouey Required Has Be Raised, Regardless of Inflation
-Arrangements for Rectifying Finances Lef: Until Aftor te War
-Sir Edward H. Holden, Chairman of te London City and
Midland Bank, Gives Details of t/se Met/sods by Wsic/s t/se
Teutons Have Rxpandçd Currency to Muet thse lncreasing Demands

financial position of Gerrnany as the
ers on the seconmd haif of the fourth
world war? Whence coi-ne the funtis
hich have followeti one anoth-er at half-
March and Septeinher, ever since the

v', w.ith littie anti tecreasing assistance
the nation finnnced îtelf through the
c Allies turu to the Unitedi States for
ieir money bags? Andi what is to be

when the war endis: Will the country
-upt ?
Holtien, chairunan of the Lxintion City

Limiteti, of England, bas ansýweed
tiuns lin hi. report for the last year to
Ibis bank. From a comrparison of the

lie Reichsl>ank for lUly 21, 1qI4. iList

discourits bis it creates a credit accounit or issues notes.
You wiIi finti the loan or bill on the asset sidc of thc
balance sheet anti the credit accourit or notes issueti on the
liability side. Loans are nmade by the Reichsbank by is-.
counting bils andi to a uniail extent in other ways, but it
is oniy againet bis, discounteti andi the cash balance as
cover that notes can bce is'sued, andi, further, the arnount
of the notes issueti must neyer excet three timres the cash
balance. Thus, tht law, by naking these conditions, con-.
trois the issue of notes, but tiiere .is no legal control over
the creation of credit balances, which rnay be increaset to
any extenlt.

Wenthe war broke out, the German banking law
was that the cash balance of the Reichsbank muet be equal
to at least one-third of tht notes issueti anti that the bank
inust holti bis of exchange equal to the reniaitiing two-
thirds; these bis of exchange were to fail diue wlthin
thrce mionths andi to bear thrcie naines, exoept in special
cases, wben oniy two naines were rcquirtd. The ordinary
governiment treasury bill was not a -bill of cxchange within
tht mneanlng of the law, anti was not regartietiz a' baalc
cove?' for notes issued. It was anticipateti by the gov.rn-
ment that, as the war progresseti, the inlanti buis would
be timninished by reason of transactions being settieti ini
cash, mund the foreign bis would also be dirninisheti by
reason of the. importe anti exports being curtailed. The
governimeat also recognlzeti that they woulti 4. orelêd~
to obtain large suplie-, of notes f rom the Reiahbank, and
that it woulti be necessary tc, provide large anioumnts of
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