224

The Nation

[Vol. 104, No. 2695

wide collapse of credit, resulting from the fact that every
great financial market was taken by surprise, and the enor-
mous mass of current debts and obligations which were due
to the larger money markets from enemy communities and
non-collectible for that reason, and which therefore left the
creditors without resources to meet their own maturing
indebtedness at home. But all of the world’s financial mar-
kets are to-day on a war footing; all have adjusted them-
selves to the new .international relations brought about by
the European conflict. Only with England and France have
our own activities as an investing community been notably
increased since 1914. The two-and-a-half years of blockade
have reduced our market’s debit and credit accounts with
Germany to an  absolute minimum. What Germany may
have owed our markets, when the war began, she paid off
by her sale of American securities to New York during the
first year of hostilities. What we owed to Germany has
been collected—even, so it would seem, the indebtedness in-
curred through previous German investment in American
securities.

The emergency currencies of England and Germany (and,

- indeed, our own “Aldrich-Vreeland notes” of 1914) were
made necessary by the lack of provision for instantaneous
currency issues to meet the shortage caused by hoarding of
panic-stricken citizens.
medium had to be hastily contrived. Since November, 1914,
such machinery has existed in the United States. Its facili-
ties for note issues based on commercial paper, though of
the most scientific sort, have as yet been scarcely touched;
therefore, its capacity for immediate exercise is almost
boundless,.

As for shrinkage in foreign trade, our direct trade with
Germany has long since virtually ceased to exist; even dec-
laration of war could scarcely make it smaller. If the new
supplies of capital which have come to us from the outside
world for safekeeping, for mercantile credits, or for profit-
able use, during our period of neutrality, were in case of
war to be suddenly recalled, the effect on the foreign
exchanges might be noticeable. That something of the sort
might happen, in the way of calling credits home, is con-
ceivable; though even in such case, one would have to
assume either apprehension of depreciated American ex-
change or of a perilous position of America as a belligerent.

Machinery for the new circulating.

But if a foreign merchant, banker, or investor wished to
transfer such balances to another foreign money market
for such a reason, where would he send them? To one of
the belligerents? To Holland, always under the menace of
possible invasion? To the markets of South America? The
question answers itself.
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