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Banking and Business Affairs in the U.S.
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was

When Germany announced on
sumption of unrestricted submarine warfare, it
notifica-

realized that in acordance with previous

tion given by President Wilson this could mean but

one (hing  he severance of diplomatic relations
with Geimany. This was what happened on the
morning  of Felraary grd, when Count Von Bern-

e German Ambassador, was given his pass-

the American Ambassador, was

Storfe,

ports, and Air. Gierrand,
of diplomatic

recalled  frem Berling The rupture

yelations potween  Germiany and the United States
tollows o long series of events, beginning with the
inkine of the Steamer la pania, which have corely

paticiee of thi country. That our action

Nt to all conversant with

tried the

not precipitate is appaet

These  events, We have exercised gresd rectraint
nd patience, and o have severed diplomatic rela-
rion only  after having warned the Cierman Gove-

crnment thiat no other course waould be |»x;u'li<~;|\rlv

mmless the terms preseribed inoour diplomaatic cor-
vespondence in regard o submarine warfare should
e strictly observed,  Gernuts has chosen to disre-
curd this warning, with the pen ity which sach dis-

¢ diplomatic

Whether the severence ol

yegatd o ineurs.

pelations botween the two countries. e war or
not, oy depend upon overt acts, and the o

Annot be mueh longer deliayed. A oLy

e tions may be expected to olikn themoeiae

e United States, the recent turn of attal shouid
tend Lo hasten the end of the war.

Strong Economic Position of the United States.

N Ccocnonie

cver faced war in a strouzer
position than that in whiclh the United States atands
fo-day We have the 1 zold stock ever ac-

husiness centerprises of il

N nation

3}

sorts are

cutmnlated; o
in o position of unpariileled strength: the banks of
those  existing  under wational char-

the couantry
>ther inoone

ters at least e practicudly honnd 10

nunbreakable systemy our
of the Nation =o high that

national debt  per capita

is trivial, and the credit
Joans to almost any amount can he easily floated

qmong our own people.  We have learned, by ex-
perience in making war munitions for others, the
art of making them for ourselves, The question
i to some of the Kurop-

of food supply, So impor

ean helligerents, concerns s but sliehtly. As one
of i tood-producine countries of (he earth,

we shall find no difficulty, in the event of

areid
war, o

feeding our own people whiie continuing to mee:
demands from other countries less favorahly sit-
nated with repard to food supplies There i« one

point at which, unfortunately, our slrength is leso
than could he wished our transportation facilitge
dreidy heen severely taxed, ard “hould

These have

wir result from the present situation, thi traia Wi
he inereased But there is ng doubt that with o
Customary  ingenuity  we shall find o waey out - of
this difficulry.  Should there heowin tha finay i
support  already  given the Fntente  Allie wil he
preatly inereascd, ond more direct add will he en
in other forms.  If the war is to he wan by the
weight of financial and cconomie power the entranes
of the ‘United  States into the ny' tensd

to shorten its duration very materialiyv,

Large American Balances in London.

Recent  computations  place  the  halanes which
New York bhanks have in l.ondon ot fiong $300.-
000,000 1o $500,000,000, The ehvief peas given fer
this is the very simple one fhat omoney invariahiy

coes to the best market, tlie same as anything else.

Jor some time the rate for money has heen lower
combined

hills

London, and (his
offercd Ly the

market, ox-

in New York than in

with the "\\'1‘]‘(‘(\( gecurity

available for purchase in fhe Londea

plains why many American bhuanuks are Mow leaving
palances abroad for current investment., Should any-
thing oceun that would materially change the con-
dition of the New York money market in the dir-
ection of higher rates, these halances now kept abroad
would no doubt he much reduced. The keeping in
London of large balances by the New York banks, and
cities, together with the

those of ather important

Joans made direct to London banks, will almost

certainly result in closer relations in the future be-
i{ween the banks of London and these of the United
States.  These relations have been important in
ihe piest, but they will be more so in the future.

It is connection that

there has

note in this
discusaion of late Inm

interesting to
heen considerabls
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the London financial press concerning the proprierty
banks hereafter to
with the same freedom they have had heretofore.
arose with reference to banks of
is a possibility that if
return of
be brought

foreign operate

of permitting
The discussion
enemy countries, but there
restrictions are imposed at all after the
the banks of other countries may
There is another phase of this
relates

peace,
within their range.
receiving some attention. 1t

matter that is
of many of our States

to the fact that the
do not permit foreign banks
liven in New York the branches or
a limited

laws
to do a general bank-

ing business.
forcign banks may do only
pointed out that if American banks
hranches

agencles of
husiness, It is

expect to invade other countries with

and carty on a regular banking business, by the

hanks coming here {rom other lands

rule of comity
given like privilege.

The February Flurry in Stocks.

ning of the Stock Fxchange in
such a flurry in
1st. Sales  of
2,000,000

should he

Not since the re-ope
December, 1914, has there heen
stocks as took place on IFebruary

stocks on  the single day came close to

of from four to thirty-one points

shares, and declines
Wheat and

{eed in the more active issues.

were recorad
ather commodit also declined sharply, while cot-
$25 per

ton made o sensation:d decline of more than #
mariced and rapid declines took

Lade, The fuct that
to anything resembling «

In the first place,

without approach

place
was due (o several faclors.

parie
peace talk in pzn-ticul:nv—lm(l al-

recent events- -the
veady caused considerable liguidation at lower prices
time, and so the market

the shock

than (hose ruling for a long
was in a position to meet
that came with the opening of the Stock Ixchange
No doubt the pre-

fairly good
on the morning of February 1st.
strong position of the New York
the country gener-

sent exceptionally
hanks, and of those throughout
ally, and the ]»1‘(‘\':11“11_«; ease in tie mouey market,

huoved up the spirits of the operators in stocks

and gave them a feeling that if the worst came to
it could not be sO very bad. In this

interest to note that

t,
connection, it is not without
hanking law

the  we

was not designed to
rather to discourage

while the new
support the stock market, but
S[r!\’ {

Wall
¢ assistance in iime of tiouble. Not only

very Ereat

operation:, it can nevertheless afford
vork banks borrow largely on their
through thielr power of re-
they

conld the INew

ions, but

direct obliy

Reserve Danks,

with the Yederal
large amoennt of their commercial

discouniing
could turn over a
paper to thoese institutions, thus freeing a corre-

spoliing  amd of their own to lend for

toc': market purposes. Of course in the emcrgency

wove reforry d to, noth e Ll & WaSs 100 isary.
I hermore, there is probabdy ot o New York bank
thet does nog regard it comme toeial loans as of first
i1t wew. L is a rare thineg, even when ¢ nicGHey
it by pisen to exirava 1 figures, for the banrks

fo regu payvment of fheir comercial loans or to

vdvanes rates on them,

Business Activity.
A{ this time there is no warrant for believing that

{Lre husiness pace has vet e lted. Lor the week end-
ed ebruary drd, bank c¢learings in the U nited States

. as against §5.318 2891 the pre-

weore $5,605.9905,
codine woek, and $4,682,732,700 for the like week last
1y, During the whole month of January the clear-
nee, while lower than for any recent month since
September, were vet the highest ever reeurded for

month of the year. Reflection of activity
uforded by the net earnings

$105,965,847,

the fira:
i i ig strikingly ¢

in busine
Uuitea States Steel Corporation
817,067 for the September quarter.

cf the
compared with $85
a previous letter show Lhe unpre-
Domestic business

}igures given n
cedented totals of foreign trade.

most lines continues good. Recent international

mn
svents have thus far produced no special change in
{he ordinary bhusiness of the country, though the
«tock market, not inaptly regarded as a business bharo-
meter, has been seriously disturbed. 1t has been a
matter of interest to close observers of economic con-
the wave of prosperity can

Authori-

ditions how much higher
rise before the inevitable recession comes,
ties on commercial and financial crises have gener-
ally held that these crises rszay bhe looked for when
people heretofore eager {0 buy become eager to sell.
A change to the latter condition under present cir-
cumstances would appear not to be imminent so long
as the Entente Allies continue to be under necessity

to buy, for this alone lends a decided stimulus to trade
in general. But it is not impossible that events: here
may take a turn at any time whien® Wwotld have ‘a
most far-reaching influence on trade. While business
continues under present abnormal conditions, such
eventualities cannot be avoided, and the best that
can be done isg to prepare for them by keeping in the
strongest position possible, while ‘making absolutely
necessary provisions for expansion. It is believed
that business generally in the United States has for
some time been observing this wise precaution. The
position of the banks is especially strong.
Punitive Taxation.

That the new revenue measure is designed to be
sectional in its incidence was frankly avowed by
the Chairman of the Ways and Means Committe:
of the House. That it is desi
in character as related (o business becomes aquaily
As declared

ercd to be punitive

clear on careful study of its provisions.
by so conservative a newspaper as “The New York
Times"; “Profits and wealth are the enemy.” Taxcs
laid during a time of war should not be too closely
serutinized, as they represent the judzment of states-
men as to the readiest and most effectual -means
of providing funds that may be needed for natiénal
defense. It may be, too, that the -emergency exist-
ing at the time the new Revenue Bill was.proposed
was such as to exempt it from criticism. But it
seems to follow lines already made familiar to stu-
dents of our recent taxation policy, namely, the de-
termination not merely to raise adequate revenue
bhut to attach a penalty to the acquisition of wealth.
If this policy had no other effect than to bring ex-
cess profits into the coffers of the State, it might
be regarded with considerable composure by the
masses of mankind who lack wealth; but, on the oth-
er hand, should it result in a check to initiative and
enterprise, it might unfavorably affect a much wider
circle than its proponents contemplate., If neigh-
boring c_ountries——Cunud:l, for example—-should treat
accumulated ‘wealth more liberally in normal times,
the migration of capital from the United States to
the more tolerant country need occasion no surprise.
As thousands fled from certain parts of Europe cen-
turies ago to escape religious persecution, so will
capital migrate from one country to another to be
free of the burdens which ignorance and prejudice
seek to impose. The endeavor to make taxation bear
chiefly or solely upon those of large wealth has an-
other serious objection in that it tends to relieve the
masses of voters of responsibility or concern about ex-
penditures, thus acting as a direct incentive to ex-
travagance. The use of the taxing power as a means
of punishing wealth is therefore beset with serious
dangers, but those charged with legislating are not
always sufficiently mindful of them.

Activity in Shipbuilding.
The enormous destruction of shipping since the
beginning of the kKuropean war, and the further
stimulation of the demand for marine tonnage owing
to the tying up of so much of the existing tonnage
in subsidiary naval operations, have resulted in an
outburst of activity in American ship-yards. Build-
ing is proceeding not only for this country, but for
several foreign countries as well, and orders aiready
booked for the construction of vessels in 1917 war-
rant the conclusion that the yeur wiil be a record one
in ship bailding. iforts have been repeatedly made
to restore to the United States some of its former
position in marine transporiation, hut without much
success. Tt is realized, however, that the present is
a favorable opportunity for renewing these efforts.
To this end the new Government Shipping
was created, with @uthority to employ $50,000,000 in
the construction and operation of an American line

Doubtless the present Seamen's law,

Board

of steamers.
which by some shipping experts is regarded as detri-
mental to the development of an American Merchant
Marine, will be modified. For some time after the
close of the war, if not permanently, shipping inter=-
ests in other countries will come under Governmental
control to a greater extent than heretofore. This
result will follow the taking over of this interest
by the various Governments while the war was going
on, and this change is liable to persist long after
the occasion for it has disappeared. To a limited ex-
tent the same policy is being followed in the United
States, and as above stated, the Government has al-
ready taken steps to engage in the ocean carrying
Perhaps there is a reason operating here that
Some irrita-

trade.
has not been felt in other countries.
tion has been aroused here over the profits which
private capital has gained from investment in marine
transportation. This may be due in the case of traf-
fic between Atlantic and Pacific Coast points te
some jealousy on the part of the railways; but it has
also existed .with reference to the oversea traffig.
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