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The Peace Talk

GERI\IANY has made a direct plea for peace, which the En-
tente Allies one after another have promptly rejected.
President Wilson has addressed a note to the belligerents on
both sides asking them to outline what terms of peace they stand
ready to accept. This note has provoked much anger in France and
Great Britain, and seems to have stiffened the determination of the
Entente powers to fight on until the objects they are contending
for are attained. One expression in President Wilson’s note was
open to the interpretation that each side is fighting for the same -
end. The Allies bitterly resent this.

The President’s note not only stirred things up on the other
side, but came near causing a financial panic here. Secretary Lan-
sing in an interview intimated that the note meant that we were
ourselves on the verge of war—an announcement which started a
tremendous selling movement in the stock market; then the Secre-
tarv explained his first explanation, and there was a temporary
sigh of relief.

The context of the President’s note hardly justifies the inter-
pretation given it by the Entente powers. He perhaps intended to
convey the thought that according to the statements made by the
statesmen of the antagonistic nations all were fighting for the same
ends. But, on the other hand, so adroit a phrase-maker as President
Wilson could hardly lack the ability to make his meaning clear and
unmistakable. Possibly he intentionally put the statement in this
somewhat equivocal form for the very purpose of eliciting the
vehement protests which the Allied powers have made since the note
was written.

Anger on the part of the Entente powers over the~
note is no doubt aggravated by the course of thegz7Umi
throughout the war. They believe we should have shown marg prac-
tical concern for the things they are fighting for; that we dsd not,
and even failed to take any decisive action when our O\\ﬂi;l‘i}ght&z_@p

b
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mvaded make plous expressxons in the numerous Presidential notes
rather galling.

But peace will have to come some day. Its terms must be for-
mulated soon or late. It seems plausible that the President should
ask those who are fighting to state the terms on which they are
ready to end the war. The Allies reject that view, nor do they
receive Germany’s overtures with any more favor. Evidently they
do not intend to make peace upon outside suggestion nor at the
behest of Germany, but wait the hour when that nation shall sue
not as the victor but the vanquished.

PROFITS ON THE TRADE IN MUNITIONS

REAT fortunes have been acquired through the manufacture
and sale of munitions of war to the fighting nations in Eu-
rope. The business was one to which we were not accustomed,

having been at peace for over a half-century at the time the war
began. Our brush with Spain can hardly be considered as a serious
interruption of this long peaceful era. American manufacturers
are notably resourceful. At the outbreak of the war, while they had
plants well equipped for ordinary manufacturing, they were not
specially fitted for the making of war materials, nor did the manu-
facturers themselves have much if any experience in this branch of
industry. They were not in July, 1914, particularly busy, as it was
a period of rather dull business, and were thus able to turn their
attention to the new demands suddenly made upon them. That
they have met these demands in a way to establish the skill, re-
sources and energies of American manufacturers, the results at-
tained sufficiently show. The shipments of war munitions to the
Entente Allies have had a powerful influence in sustaining their
side, and may even prove a strong determining force in the final
result.

This trade in deadly missiles apparently has been extremely
profitable. There are those who think the profits excessive. Of
this number is the Comptroller of the Currency, who said in a recent
address:

“For the munitions and equipment of war we have been sup-
plying to the bellizerent countries we have taken sometimes cruel
advantage of their necessities and have charged them prices which
are well-nigh intolerable—prices which have yielded in some cases
200, 300 or 400 per cent. profit. Is this fair? Is this justifiable in
a Christian nation?”
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The question as to what is a fair profit to be exacted by “a
Christian nation” engaged in furnishing materials for killing people
may be passed by in the absence of more detailed data on this fine
ethical subject.

Numerous mushroom millionaires will henceforth date their rise
to fortune from the beginning of the munitions trade with Europe.
Not only have the few been enriched, but apparently there is a wide-
spread prosperity. Everybody is working and at high wages. And
vet, in characterizing the prevailing prosperity as “apparent,” has
not the real situation been correctly indicated?

Prosperity, in the material sense, consists in an abundant pro-
duction and wide distribution of the goods that contribute to the
well-being of mankind.

How do present conditions meet this test? It will be said that
while prices of the necessities of life are high, at least the farmers
who produce the bulk of these necessities are prospering. But have
you ever heard greater complaint than now about people leaving
the farms? If the profits derived from farming were satisfactory,
abandoned farms and the vast reaches of uncultivated lands would
disappear. Men would go into farming as they go into other lines
of business—to make money.

Those who live on salaries and wages which rise but slowly, and
do not keep pace with the advance in the cost of living, find them-
selves in almost desperate straits. A scale of living entered on in
more normal times can not suddenly be altered, and the attempts
made in this direction seem futile, the gains possible being swallowed
up by some fresh extortion. Complaints of inability to make both
ends meet were never more numerous and perhaps never more true.

Of course, the statisticians will all quote you columns of figures
to prove the contrary: exports are the greatest ever known (but
as to how domestic prices have been affected in consequence no in-
formation is given); the volume of money in the country is un-
precedented (they say nothing about what the money will buy) ;
bank deposits are at the highest level ever known (what bank “de-
posits” are and what they mean, you are left to infer) ; wages are at
top-notch (but they are silent as to what wages will buy compared
with other times), and so on along the familiar columns of figures
generally employed to prove the existence of prosperity.

The almost universal murmuring among all classes except the
comparatively few mushroom millionaires, the strikes and lockouts,
the threatened bread riots, these tell a different story.

If one should carefully look below the surface of our so-called

. prosperity, might not the conclusion be reached that it is almost
wholly false and illusory?

Would it be going too far to say that America, instead of mak-
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ing vast profits out of the war—a taunt often repeated by all the
European belligerents—has made no profit whatever?

We have either gained or lost, and probably a searching exam-
ination of all the facts would show a balance on the wrong side—
not indeed in the foreign trade, or in the volume of gold, but in
the actual conditions affecting the lives of the people.

On international account we have gained in the following ways,
and of course in some others:

(1) We have bought back a large amount of American securi-
ties held abroad.

(2) We have become buyers of the securities of other countries.

(8) We have obtained from abroad a very large stock of gold.

Each of these items could be represented by figures, but the
other side of the account, which will presently be stated, could not be.

As to the first of the supnosed gains, how real is it? Did not
the United States borrow abroad for production purposes, and
was not this foreign capital—generally obtained at a low rate—
being used to build up our railways and industries? That we have
through the great profits suddenly accruing been able to buy back
a lot of our securities by no means proves that it will be convenient
or easy to retain them when conditions change.

Much has been said in this country of late as to the desirability
of holding foreign securities, and as mentioned in the second item
above, we have invested a considerable sum in such securities in the
last two years. But while fully conceding the economic desirability
of these loans to a nation that can afford them, the contention that
the United States has changed overnight from a debtor to a creditor
country is misleading. Temporarily, and perhaps permanently, our
share in international financing will be larger than heretofore, and
very likely will continue to grow. Yet it must not be forgotten
that this is still a young and undeveloped country, needing probably
all our own capital and more.

As to the increase in the stock of gold, positive opinion exists in
this country that this gain is actually a loss; that we did not need
the gold, and that it has tended to inflate credit and to raise prices.
Conceivably, the gold might have been put to a wiser use in strength-
ening the bank reserves and currency, but since it has not been so
employed as fully as might have been, the conclusion is warranted
that the large flood of gold coming into the country since the tide
turned soon after the war began, has proved of doubtful value.

In measuring these theoretical gains, it will be seen that they
are more or less deceptive. As to the other side of the ledger—the
losses—it is not altogether easy to produce actual figures. Still
dealing with the international account, we find trading with some
of our best customers greatly curtailed or totally destroyed, either
because of blockades or lack of shipping; thousands of ships, includ-
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ing many of our own, have been sunk. To replace these will require
the diversion of capital from other productive employment, and
a great deal of labor to repair a pure waste. The travel between
American and European lands is practically suspended.

The big exports, the huge bulk of gold, the busy workmen em-
ployed at high wages, all have about them evidences of the greatest
prosperity. Other nations, deriding us for lack of courage to fight,
are also envious of the supposed profits we are making out of war.
They say our only concern is to coin the misery of others into gold.
Is it a spurious coinage? Are the fruits of this trade Dead Sea
apples?

SOUNDNESS OF ECONOMIC CONDITIONS

N one of the opening paragraphs of the “Annual Report on the

Finances,” recently transmitted to the Speaker of the House of

Representatives by the Secretary of the Treasury, appears a
statement which may well attract attention and arouse discussion.
The Secretary says:

“Fundamental economic conditions have never been more
sound.”

If one were to be guided by mere surface indications, Secretary
McAdoo’s statement would be accepted without hesitation. For-
eign trade figures are at their highest level; we have the greatest
gold stock ever accumulated in the world; labor is fully employed
and at high wages; bank deposits have broken all records; crops
have been generally good and have sold at high prices.

If anybody denies, in the face of all these indices of prosperity,
that we are really having “good times,” he must be a chronic pessi-
mist.

But that of course is not the question. Times are good, in the
ordinary sense, so far as relates to the elements above mentioned.
But are fundamental conditions sound, sounder than ever before?

Is a big foreign trade, based largely upon war, fundamentally
sound ?

Is a big gold reserve obtained through this war trade and the
exceptional conditions produced by the war fundamentally sound?

Are the high prices largely caused by the war fundamentally
sound ?

Is that a fundamentally sound condition where a few men
almost overnight have become bloated millionaires while masses of
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the people yet find the procuring of the ordinary necessities of life
a heart-breaking problem?

Are the evidences of luxury and extravagance typical of funda-
mentally sound conditions?

Is the perplexing railway situation fundamentally sound?

Is that a fundamentally sound situation where a large portion
of our wage earners are employed in industries that may disappear
almost in the twinkling of an eye?

The Secretary of the Treasury wrote the statement quoted
within less than a month after the Presidential election. Possibly
he unconsciously permitted some of the enthusiasm engendered by
the result of that event to find its way into the otherwise cold pages
of the “Annual Report on the Finances.”

BUYING AND SELLING IN BANKING

N recent years the most alert banks of the United States have
begun to pay considerable attention to the matter of advertising.
Twenty years ago every bank advertisement was exactly alike,

so far as form went. All announced that a regular banking business
was transacted, and a few of the more venturesome stated that
correspondence was solicited. These thrilling sentences, together
with the name and location of the bank, its capital, surplus and
profits, and a list of officers, completed the bank announcements
customarily seen as recently as twenty years since. Times have
changed. Nearly all the advertising of a live bank to-day contains
a real message to the person addressed, and this message is pre-
sented in an attractive form.

Banks have many services to offer the public, and these are now
being forcefully presented.

It remains true, however, that a large part of bank advertising
consists in inviting deposits. A bank in obtaining deposits from
the public is in reality borrowing funds in order to lend them to
others. In law the relation between a bank and its depositor is
merely that of debtor and creditor, the bank being the debtor and
the depositor the creditor. The price which a bank pays for de-
Posits not only varies in amount but does not always consist of the
same thing. Most banks pay interest on deposits if left with the
bank a certain length of time; others pay for the use of deposits by
rendering the depositors a service of some kind—making them loans,
collecting notes and drafts, paying the depositor’s checks, etc.

Strangely enough, as it would seem at first sight, while a bank
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is ready enough to advertise for deposits, few banks care to adver-
tise that they are ready to make loans. They have no reluctance in
making it known that they are willing to become indebted to the
people, but are chary about saying anything to indicate that they
are willing to have the people become indebted to them.

As already indicated, all bank advertising twenty years ago was
what was then known as cards, of the dignified form mentioned
above. This kind of advertising is now called the tombstone style,
something appropriate for “epithets” as Mrs. Malaprop might
say. It was considerable of a concession when banks began to ad-
vertise at all. The idea that the public should actually be invited
to come into the bank was a severe jolt to the president of the ultra-
dignified type. When the more progressive banks really began to
say something in their advertising, many of these old-fashioned
fellows thought the end of all sound and safe banking was at hand.
That they were mistaken we all now know. It is no longer con-
sidered a violation of banking ethics to advertise for deposits.

But few banks ever advertise their readiness to make loans.
Yet it is necessary for the bank to lend if it continues to borrow—
that is, to invite and to receive deposits. Presumably, the theory
upon which most banks operate is that there will always be enough
good applications for loans without any advertising, and to adver-
tise its lending facilities a bank would be encouraging the borrow-
ing of money and thus tend to create a condition leading to over-
lending and inflation. They appear to be less concerned about en-
couraging others to lend to them, although it would not be difficult
to show that ordinarily when a bank borrows from a depositor—that
is, when it receives a deposit—there is more inflation than when the
bank makes a loan.

The assumption that a bank will always have all the good appli-
cations for loans that it can handle does not universally hold true.
Some banks in certain localities experience dull seasons in lending,
just as merchants do in selling goods. It is not unusual to hear a
banker complain that he has too much money. But in the face of
this slack demand for funds, he is debarred by prevailing notions
as to banking ethics from advertising to make loans.

Does this practice rest upon sound principle or is it on a par
with the antiquated style of bank advertising that existed twenty
vears ago?

Is not the credit which a banker has to se