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OTES OF THE WEEK.

in go° Jud 3
\r;]aftavour ffm :}?; gell\_/ered by Mr. Justice Wright
Drong. % and So ank of Portugal against Messrs.
oy OUncemen g nfS is one of the most important
are _ Sin 77 T.O the year. It occupies two
dviseq t imes of December 23, which readers
Caqua‘nt th, O consult. Those who wish also to
S Se, demselves with th l £ e
tin . uch lasteq £ e evidence given !
Whig, " arly j or 21 days, will probably find
of - Are Dub]'ssue of the *“ Times Law Reporls™
ﬁ’(tzge S il[ing ished at short intervals at the price
tn d over mo (It seems likely that the report will
SO o cre than one issue owing to its great
of . &tion of ?\Ze arose, it will be remembered, out
b ortank Notes f essrs. Waterlow in printing a series
“’hougal and ¢ ?m] plates belonging to the Bank of
fiop’ Vit b clivering them to a man called Marang
RO associates, put them out into circula-
€ ofutglal' When the Bank discovered the
AW the :eh unauthorised notes it decided to
ich Wav ole series of the Vasco da Gama
o' uplicateds the series which Marang had caused
the BOtes In ey, fland to pay the holders new, authen-
Joteg Sul's Prif)t?mge' This of course necessitated
notes 9 the sa Mg an extra supply of authorised
the £ 0 the hamg number as there were unauthorise
QO’lsealse otesn s of the public. The face value of
t"gu Quenge o Was approximately % 1,000,000 he
tlbliit o Currepn as that the volume of authentic Por-
g Vas the of.y was expanded by this sum: at least
SNeed };gmal implied contention of the Bank
aterlo the amount of its claim against
S reduce\;’ which was #£1,000,000- The
,000 d b¥ agreement between counsel to
& uring the trial, and Was scaled
“frtugl)xthereforesﬁﬁ’qoo in the judgment. We can
traHSSe Curren, at the net expansion 1n authentic
Sactiong €Y is of that amount. The S€quence
fan be pictured as follows—the

3

figures being token figures only both as to actual and
relative amounts :
L

True currency, Vasco da Gama series

True currency, all other series

Initial total of true currency
False da Gama notes introdu

Of which, recovered : -
Balance, false notes in circulation ......ceeeeeeeen 500
' y 4 7,500

False da Gama notes withdrawn from circulation 500
. 7,000

True da Gama notes also Withdrawn .....ceeoosees 2,000
y N 5,000

New true notes printed and issued ..o 2,500
71500

Final total of true CUITENCY «coeouiveieussessiominiseeres

The token balance of £500, measuring the differ-
ence between the initial and final amount of true
currency, represents the £500,000 which Mr. Justice
Wright has prov1siona11y fixed as the sum which
the Bank of Portugal ought to recover from Messrs.
Waterlow. It is important to emphasise that this
£500,000 is not in the nature of a fine on the printers
for making 2 mistake; it was expressly claimed by,
and awarded to, the Bank as damages—as the re-

lculable loss sustained by the Bank

lacement of a ca ] _
in putting extra currency into circulation.

= - »

leading Counsel for Messrs. Water-

Mr. Birkett,
low, made the following submissions on this question

of damage:
(1) That the Bank neglected to use the services

of Messrs. Waterlow which would have enabled it
to detect the unauthorised notes, in which case it
could have refused to honour them, 1.e., not re-
lace them, and it need not then have withdrawn

the authentic series.
(2) That, even as it was, the only loss that the

Bank had sustained had been the cost of printing
the new notes with which it replaced the withdrawn

Vasco da Gama series. That the . Bank was
.
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for it . : !
; : finan ¢ ; :
merely handing out paper of one sort for paper of | Bills, and relying on the ¢ absent-mindedness '’ ﬁf ] to plead dam‘;‘; egllliterzsg i ahpreis:cnbed' cconomy | mutual arrangements governing the amount. An-

i e Jutte another for an institution | other, but minor, objection rested on the technical

another sort Parliament to h d by oversight: but ¢ whi ~
- get them passed by ort Prescribes th .
ury experts case th € economy to do so. In the latter ground that all issues of currency on Government

(3) That since the balance by which the Bank | said nothing about the practice of Treas e aggrieved instituti

had expanded the pre-existing amount of currency | in association with bankers, openly layng mﬁﬂ,%f merely On%l%e gri(tixnlgsg}{;uttli?nl O(Ijlgthf{not ﬁotﬁuccteed account are the equivalent of interest-free Iloans
(now assessed at £500,000) was in the form of measures before Parliament, and relying on its 1’l‘his {0 avoid or mitigate dama " h.ahen i G ) T Government, and, to the extent of their
notes which were 7oz legally convertible into gold, | cent present-mindedness to get them made law. 4% r%inary commerecial mzdertg(,ié i b ?rg:t 0ﬂg io value, save the Government the necessity of going
and which might never be, there was no loss which | he should have done; for it is the conseq’-lencehi show that its loss was inc of léz*g-s’ u't : ?ugu tﬂ © | to the bankers for advances. (In the case of the
the Bank could justly claim to recover: at the legislative enactments, not the process .through ;v the Steps which 170 Gove77;7;1e7ztu;;e gd"/l e le ko ? th 1«: Marang notes, these appear to have been largely put
highest the loss was contingent and problematical. | they take shape in Parliament, which z(liffe(l: bear- gnd. Pparently the jurisdicﬁ'on ff"ihg é’;uft d?d into circulation as purchase-money for the acquisi-
Mr. Justice Wright’s rulings on those submissions | Liberty of the Subject. We said a good ded Lord ﬂ?t extend that™ far: it haq to adjudicate within tion of shares, and may be considered as the equiva-
were as follows (we quote from 7 /e Times): ing on this point when we were rev1ewm§mini5_ baTc Same frame of reference as applies to butchers lent of a /{500,000 perpetual loan without interest to
(1) “ According to the evidence it was the | Hewart’s book. We pointed out that the a lic €IS and candlestick-makers— A the investing classes—in other words, a free grant

; : 7 ; : o i nder a P ussible fr,, £ el BreE (G of money.) But the political consideration was the

ary pr rative o* ; re ! :
ordinary practice of the bank, so far as it had | trat bqreauqrap had t fundlog l;hat practlcaﬂ)’ the Parties ne o ference for cases where one of dbgntes /reason ey TR T e e
been called for, that, where a serious falsification | With a time-limit. Wegobscive Jawlessness ad- | said My Bmﬁnufad“res.cu"e”cy fo Your bankii St s Portuguese public to learn by this
of notes was brought to light, the bank withdrew | €very instance of * administrative la onnection Bank, ;7 ot fo a witness for the Portuguese object-lesson that currency could be issued without
the whole issue of notes because the circulation of | duced by Lord Hewart took place 1n 1 did not Se: CUrrer’lcyp ”an‘lnstltu’t’lon which manufactures paper thé] Bank’s knowledge and consent and then retro-
false notes destroyed the credit of the issue. | financial policy. The offending officta randisemen SO are 3] es, " admitted the witness, ‘* but spectively legalised a% new, authentic money, and yet
Therefore it must be taken that the necessary con- | Out to flout the Courts for his own agg osed joP “z Proceeq £ other Banks.”” The examination did not n%thin yev.'f:'ha en either to the Bank itself or to
sequence of such a circulation of spurious notes | but was driven by the terms of his IMPSr 5 no Mr. B;; ltlrther on this point, but, as we have seen, any Pgrtu uesep}():itizen or to the Portuguese com-
35;0011{ p%a(t:ﬁ = tl’?el pljesent, gL et belatwiths filnd gfcapchromthe & Law’l5 :jg}t’}sl'e source ﬁgst ett adduced it in his subsequent speech. mu)m'ty coli:ectively. It would shatter the whole
rawal o e whole issue. these individual subordinates who are -+ hight * w » fabric of assumptions and arguments which bankers
(2 and 3) ““ The argument that the bank had | Inspiration of the abuse, but 1t 15 = ent, I Lorq Hew ; : . everywhere havepbeen using to teach the public that
merely exchanged paper for paper was a funda- | Superiors—a private group external to Parllém ul $h2° “Pisode i W}ilc;tl; mRhl.s bl plioriedl i) o seean the?i’mit placed by the Govgemment (i.e. the Spenlow
mental point of the defence, and it called for the | dependent of Parliament, and more POW f ‘C’vﬂ?erment in faﬁe oef\ igue J udg? ?x'toaesﬁgdi?{st}ze- department of their own business) on the total cur-
rkl)leoesrf (igail;gfr:llocfor:;;]ciiralt)lox:. Al No evidence had | Parliament. In one word, Bankers. P minicsht HS rar i : pgnccgén;i) nlt?r peret gnda adrf s e v e e fe?ﬁ
o 3 * i r ) ¢ : .

convertible note issue, blrltl,lgl?uttvlyr?g ISh;f tzlilsr% toha ; y ke common ag! egrgoﬂ x'e‘fEIlueel:.ﬁnanere Was a Judge specially trained in z(:lllso;akl.lslgt:}clie kﬁ’anih(zlf‘ Plg:tlfxlgil gftlz?gim ietztgct\iy(;n
25 I We suppose we shall evoke just legt f the legislativce’ SRR ) el o of against Messrs. Waterlow and Sons, in the hope,

did not feel able to acce ; 6 (o)
: pt Mr. Birkett’s conten- ; : depends on ju cing i e te i i atel ! :
;c;lc;n(.:oulnntrf’ortglggl the notes were the currency of ::{;(i:é}l“ii S{at}sr iﬁ;]gz&%s url))on a jus -bfi?i%n. Ie, gl"l(;;nce_ e gg]; eofdr :If;le;:?cgflzggw?&vg?mf:;thl}: since realised, that lfbllt wc}aln it t}\:rould be£ab1e to say%
. ey wi o ; > 15 e S tug ic that tra 4500,000 O
Yy would purchase commodities, | all private interests affected by the leg Court’® pajl On bresent when a bank goes to law. We have éﬁril;gciorhi%uez%gg :)ixt of qus}érrs. \SVaterlow’s

including “gold. The C
> 2 y could bu : i o : is the & ¢ Casiong : : o= 3
change, including sterling or dollal}"s foreign ex- | in the administration of law}; lt;u—ticular lssuzgatl"e cn. SPenlow ;:3 rJgedk.the bankers th}kpractlsmgz pockets. On the other hand, had it not succeeded,
rency which was convertible. T} , Or any cur- rogative and duty to try each p: (% rer o all Urate picty orkins deception. more ac it would probably have gone through the form of
ecause they had behind the 1ey.could do that | its merits, how much more is it 10 very Bill OF nd Which there re of their procedure would be one m | raising capital >’ to cover the ‘loss,”’ the actual
Ban o tem the liability of the | and dut of the Legislature to try € thing 7 js T Was a real Mr. Jorkins as well as a real R have been identical with what
of Portugal Y g c aly’ pen], rocess of which would
It ; Ed : its merits. But Parliament does no SU¢= ' an B it one ti oW. The banker appears as Mr. Spenlow pl British bankers did in the early days of the war,
It oo > counsel of perfection, no doubt, but the | We will make bold to guarantee “aé UIz'ee to wtiO" body m!)ne and as Mr. Jorkins at another; and no- ;]?nel ;. the Bank would have created new credit
esson we draw from this trial is that there ought to | it will be found that the greater the 2% lez‘,’ls’lawcit g’%"- Denl‘gysv ixa.CtlY when he will be either. = As aid le:;x’t it secretly to persons for them, in their turn,
¢ special tribunals to try cases which raise funda- | financial policy is embodied in any piec aq The with O e sy & public institution (an ““ arbiter to lend publicly to the Bank. But the exact process
mental questions of credit-policy and Credit-tech: the fewer of it * merits ! are de }iné to do Iy * f\he BE tge n the late Dr. Walter Leaf’s phrase) noeegnnolz occupy us: there are alternative ways of
ilvllthue.t The reason is that the Courts at present, | slogan among Members js:—*¢ Anyth et t;ﬂ g t?olr blay. Il)lrte?gdilj over the economic game qndtiie staging the fiction. Again, the Bank’s failure in
of %n lr{ymg 1ssues in which the policy and interests | high-finance, leave to the experés; solved 1% e 1 itsnl volved in the ri _ll{orkms ne gD mv? tf}:]ms - e | the action would have been certain to create ill-feel-
o 1a{n S are seriously involved, are unable to apply | Week or ten days ago the House 1sCOrporatlf° 5al® re: £ cann Fa- s andicamane. Cit efgam ing between Portugal and Britain. In fact, Mr.
£ et ule of Law _of which the most important | roar because the British Dyestuffs espec O adiy f warc il Says MrOtssanfhon i expans&;m 3) rl(é,l:; Birkett experienced the truth of what we have just
z'z‘iaolgfz - th(?lprln%}[l)le of adjudicating geeryieaselorn granted an extension of time tn}]pra Chlargha‘"ﬂg A ?istt{ne that th'is gslnic(;/wfs teiz:icn?z:ﬁy J{lso?md » | been saying about the pecuharhdlﬁlbculéles that a{g
s eir inability arises f t guarding duties. Members got UP = ith “NoW forp; "€ lat : - | imported into cases whenever the banker goes
causes, the one is that certain mer; OO etk j oration nt.  gef? Irin er Mr. Jorkins appears, and, re- Ersih d laint in Court that in spite
: its have been ante- | administrators of the Corp rnme W Ca to exactly th Kot . <7 | law; for he made a comp
cedently withdrawn from their juricidior: ; the Gove wals pe loy 20t €ty the same policy, says: f ted attempts he had been unable to secure
: & eir jurisdiction, and th brought undue influence on mall emP o Ow €Xpand th Mr. Spen- | of repeate P e 4
other is that certain s s e el : own S tM 50 Y Won? € currency because Mr. Spen le Port 1 to attend as a witness for
! S cannot these administrators, in their A o Dojjg; o't ] : : : 2 s1nglicisOriugUesSEe LAyl bz :
related without reference to the re'salfltesveé};l atgdt e experts on the ﬁscarl matter in questioty i, songs g t;: gen‘ﬁca ly Un:gurr?cf " h?\T ?)a’tjs that te}:ss t e}slgytwlg the defence. ~ He commented: © The ayttltgde nc;ef
resteierh nto the credit system obtained bypir?v_ev:;f did not hesitate to challenge them, 47 og“'f)11 o bddyef °n together; and 3n(f)orytu?:treli' nearly every- | the Bank of 'PthugaII Seen\ljonﬁo t}}]zz‘cgrieevzonce
g:egrlsl oltnglea%endfnt hof the banking interests. We | went so far as to apply the erthe _l-olling,‘s1 iﬂtc{fej | ii s El‘i{"ﬁets what the one has said when the other af Itlﬁrim'l]}fnl?ﬁf;éed intZrnz:i i ,po]itical Mo
readers will Igrl;a i fx e G el them._ AS it happens, the ‘z)orwhich ﬁ"a'ncyi that pic the Witng' 1at is required is to get them koth 31@ handicappt‘.d the defence, and to that extent
B n?::/stweit 1w_e mfeax;.h Wl%}é regard to | description of the procefg gfle legiSIat{Zd out zl’id; €ss-box at the same time. complicated the task of the Court in arByllr\lg at a
Hewart published f; plain  further. hen Lord | have mvariably secured - dence TUC% o Wil J i * s . : t  This experience of Mr. Birkett's 1s
art s B 77 ! evide ul wh N true judgment. This ex] ] ,
alrraxgmng Departmentzloké)fﬁcizaels Nfeozi f:gfrf:;ltigl’ g\?gﬁiio bé\zrllgrrﬁ?gegnilg’t}lse hearing Sevidcngﬁesyzlﬁ ?’Ir. hlle-rLeQuirement was not fulfilled at the trial. | not ajt all surprising }0 ‘thObSanfi;;f 3’]]:3 ;g?il;: t\l\lgé
> ¢ ¢ : : b e 5 ri Ly
C)g‘;sis mto Bills which had the effect of preventing | the banker is a party, but much & g not ?‘,o 104 of irking “Ctt was only able to cross-examine Mr. | the Bank of Pogltp%a ) rltr;in ﬁgaﬂzial axioms which
lred:és(; 2}125:5 from appealing t6 the Courts for 1h% could be used with effect against hi of it- i par anrf“ \;V;.XIC}?SQ story was that he had suffered an ﬁghtmglz t%}?:t%a:fk‘ Cﬁut every other Bank in the
of an even wor; gfl'levances’ he omitted to take note | because he alone is in PoSSess! finance 4 Mo & hag be Mr. Spenlow, who was not in attend- | not lgn\{as concerned to preserve. It requires no
of the Courts iar?::lr;ogdencroac};ment on the power | important litigation affectlp%ually wor de af ha‘\;e g’enlowen a%m;erless to avert on his b(?th % 115 gr??;t imagination to realise what a shock \‘gmid havg
period, by Pa,rliamen » fhc Dassing, over a long | enters Court with his case Vit & al% e ey Peen ooy PECN present 1n court 1t wou through London, Paris, New York, Berlin an
; > t of whole 5 .ttt £ Map’POSsible to elicit the fact that this gen- | gone throug el : h Court had
stance of the Goverinme Mmeasures, at the in- “ = Birke: 5 t0 e Was 'S < 1 e fac : her leading financial centres if the High
S ent, but on the jnitint: 5 ~oiew Mz aring ih d S the . POWerlessness ’ to protect Mr, Jorkins | other leading 3 f a million pounds
?:;}ii§§za)zlea?ut§es ‘C’Vhlch, although r:gll:tll;llrtri:,tfilfgf 21};; llIn'the c?se sl Lmtder rzi‘gfi\rlg the rl:r;ent ;::l)’ dl:y Egv?rotegt‘;tdconlle of Mr. Jorkinsl’)s owe Cedire 500 t]0 rulterg tlggot 2irl§1’]l'll\tigzmvdvitll);lgutmﬂming anything but
Jjurisc N of the Courts, had + 1 allusion at one juncture overnt™ . re v In - 1n other word Bank of Portugal, | ex P he master-axiom of
Ing' certain subjects from the the effect of exclud- interlocking of the Portugueseb t he -apfpact h‘tf v | addmg been Manceuyred ol;"sﬂ:he conspirators into | the cost of printing the notes. 'Il;hel?;r‘: s
with t} A ¢ Rules of Evide irectorate, is 137 pad b Puppe 8 L5006 y the co g he banking profession is that bankers rustees
1th the result that the Courts have ¢o nce, | Portuguese Bank Director tion of thi= 5t By e sl to :1C hg 29000 to the currency-issue, and the | the g pl ) -—that they can only make
by only those merits of cases on whi I b e guided | not consider that the implica jon the oo byt mlUstify, ;& become aware of the fact, was obliged | for other people s money. ly lent to them. How
; ich bankers Jc : 3 ’s contentt enc€ " sttt g A Y Its QL3 : ] - | loans out of money previously .
that they can succeed. The doctrine e now be‘armg on the Bank’s de no T€ r any mkcs e | advp IR R ecision to allow this extra sum to re 0 e el ibth the Bank of Portugal
be heard on their own merits is up sroesIust |h tained damage, for he ma et 18 e ¢ l by ised " reulation, The Bank could have Ezfies;"irt}uallv di,stribu'téd a gift of £500,000 new

R e t o el
intelligible unless | ject in his speech for the defence:  whic® wzf ri5’:

Y tha . a0 : ;
be & . Procured the legalisation of the increase itv. for it t
. ; . : sse community, for it to be
ourts are unable to | observer will see that an mstIStatc, .ﬂ“d’ohCY of =28 th cutrency to the Portugue y

it means a// the merite, If the C of
‘ : Caye POlitical Gove
B2 il rnment, but chose not to do so able to produce someone who had been compelled to

make a complete survey of rele i 5 : 5
¢ g2 ey QL ICIeYanbe ; : ) e Bt g s dislike 1 . b
Hberty of the Subject is in as great ejyelc()l e:rc§ t}:; m~(t1hc high ﬁounseltsr:li ttllllc ﬁnanclzituatlogf ﬂprglc} 50 SSSS(;Y o mentl:slks Sfo?: A aChfonhwhéCh i xh;b(;te;i repay this gift to it—namely, Messrs. Waterlow and
Sz;?; e D michibiied s maEmgyany E‘,atlate’z vllSrtIJ: n)(/)tﬁ?:g like the Samefrgcdod'r‘ by, p f‘;.' _‘"Tenc;g the power o dgc(r)ge?ngtwehatal;;ﬁoint oi’ Sons. The ad_dil'ional currency ought 10g§call3r to
Yy at all. as a business organisation whose 4-yite ne tﬂ"f,:hf y " should circulate irrespective of bankers’ | be called the Waterlow Notes, and bear a picture of
. 3 . . »

= 3 15
Lord | as concerns its self-protectio? It 12 = it
{ewart only went so far as to attack the | which it had no part in framing: fight

officialg’ 3 : i !
practice of furtively slipping clauses into | a commercial house which g
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Sir William’s pleasant face. No wonder that the
Portuguese lawyers, by common consent or intuition,
decided to lay low and say nuffin.

* * *

The further one probes any piece of evidence in
this trial the more obscure becomes the conclusion to

which, initially, it seems to lead.

of Messrs. Waterlow’s alleged negligence. Mr.
Birkett was able to prove that Sir William Water-
low had taken precautions sufficient in number and

character to have rebutted the
transaction taken place between
ness enterprises.

declared in his judgment that
“ It seemed to him . .

report.)

His Lordship based his ruling that exceptional
proofs should be demanded on the consideratign that
the ““7esponsibility which rested on the printer of

bank noles was enormous,” an
consideration by stating that

*“ The effect of an unauthorised issue of bank

le life of a nation and
nt banking institution.’’

might be enormous on the who
the whole stability of an importa

We have every respect for the
consistency of this part of the

prehend that wider framework o

1n the course of Major Douglas’s analysis of finance-

see that his Lordship’s judgment
Opens up more issues than it closes.
done has been virtually to ‘‘ state a case ’—and

€conomics will see

state it excellently.
circumstances.

‘¢

It was all

Bank.”’

7 : <
the essential merits of such cases within its orbit of

jurisdiction.
to compel everyone

nstructions to allow

! everyone
nowledge to testify.
. »

*

As examples of the sort of
explored; what is the

nature of the ‘“ enor 2
effec‘t” which unauthorised bhanle notes ‘Enl‘:lliléht
ave = on the whole life of a nation» Must that

effect necessarily be ap

urcumstances in which it
the point of view of the commuy
the knowledge and
control these circumstances ?
ciple de they exercise them ?
more such questions in
m Mr. Birkett’s submissions,

the sake of argument that after th

tion of these issues Messrs.,

were still held to be lLiable to Pay the Bank of Portu-

gal the £500,000 there would
Juestion of the principle on wi
to be calculated. It is a purel
2nd yet it seems to have been

PE€Ars to us to be a superficial survey of the technical

considerations involved, Mr. J
serve that the notes, though

! He failed precisely because the
aggrieved party was a bank and the transaction was
the printing of money. For Mr. Justice Wright

- that nothing shoulds satisfy
the printer of bank notes except the closest and the most
stringent scrutiny, and that he should demand the
most exceptional proofs that what he was doing was done
with the authority of the bank.”

But those of us who have learned to com-

a S.  What he has said amounts to this :
n the evidence before the Court I find for the

But a substantia] amount of relevant evi-
dence was not before the Court.

evidence be admissible in an A i
L : ppeal Court.
less than a special Tribunal with powers to extend

with relevant knowl
‘one. edge to
appear for examination and cross—examination”, and

evil effect
can be a good effect from

Powers which enable them to

addition

Take the question

allegation had the
two ordinary busi-

(Our italics. Times

d he supported this

coherence and inner
judgment, and are

f reference disclosed

What he has
he could do in the

Nor would such
Nothing

bring all

should have power

who possesses such
*

things that was not

Are there no

nity ?

If s0, on what prin-
And there are many
to those embodied
gamn, granting for
orough investiga-
Waterlow and Sons

Still remain the vital
iich the amount was
Y technical question,
settled on what ap-

ustice Wright did ob-

m-
gold at the Bank of Portugal, ‘“ would ~urChan\‘s:owﬂ
modities, including gold.”” (Our it cj')the ik
understand him, he seems to have made tra which
that these notes (meaning the £500,000 €X ower 0
were now in circulation) had a purchasmg—Pha 1 got
the holders, and that because the holdersr Lol
this new and additional purchasing Powead got 1
the action of the Bank, therefore theyt follow this
at the expense of the Bank. We do "ﬁ valid if the
reasoning. In our view it would only i x J—and
Bank were a seller of Commpdltles arl ot be abso-
even in that case the conclusion would 1 >

. ed that the cost
lute unless it could be prov ehe gold had comy ders

ing the commodities and t »- «harehold
the subscribed capital of the Banlz.SGSh SR h:
As a matter of normal practic® i 4 dait
Hon. Mr. McKenna has demo e

W
when banks buy gold they creattee n;ol do;‘-':
to buy it with. The cost of d: on the €
not come out of any pre-existing f"ltns iay the 537,
trary the bank increases its deposl chased-
amount as the value of the gold P‘}"urls, suppost it

‘“Post-War Banking Policy.””)

orth © Jet
Bank of Portugal to buy £100 .t\;:r and sillse
could pay for 1t by a cheque on 1r o’ someone that

would pay it into his account or 10 -  “cas
who pa?dyit in, with the result lcr)lwfllortl (9 o
the Bank would have added £100 W form Spe

t o 1o TDiTities in the 1%
its assets and £100 to its liabilities coﬂslderfglhole

5 S ffect (
new deposit. (This is the el ystem as & "gice
Bank as represeriting the bankm%a%t that1m P."ly de:

and ignoring for the moment the cessarty c)
crc'::cli?;l issge{:l by banks are no‘tel;gvera] g;ko!"
posited to like amounts among thelse subject rtt a
This is as far as we need plll’sueBt ]n o por= jse
present purpose, because the BaB= ,,
1s not compelled to sell gold an Saol ad be s
to sell. Observe, too, that suppo lling would g ¢
pelled to sell, the effect of 1ts S& T qets,
reduce its liabilities as well as 1
the same amount. % ot
. e . mediat® f®
This question of liability has E‘ZSTm Mr. 1t65 a
ing on the calculation of damagtugu no
submission was that because POr

dn
not convertible the Bank had Su,f;e:; M
the cost of printing the new la—ccept i "ci‘t in e
Wright having been unable -toi le, 1 ]ed (i
measure the loss on the pfmcfécom ensy at “of
ruling, that the Bank must bera convert e
same basis as if its notes wiide the €* ,ertﬂ_?lefac‘
present time, Takin n ;
Britain in the days w o
know that the rights of CO”:‘m 5
exercised by the holders bey <sity for.
here was no practical necé e i CLS
gold to the face value.of n° er-cent: e b
theoretical ideal of Ipo—pest
did not reflect any mnter” onSe cer® g
to whom the existence © . o €% onCopefy
liIullion m the bantljlbj Wﬁlsuc mgé's
Nor was the public es 1 fré. p ng
with the con\rlertig)ility of Ch‘?q?e than @ _picl ")
again they did not exercise Mor
their rights in this du’eCthf’e‘C of
arises 1s this: that the €

to

. £ 500,000 i
M A ‘erlow of £500; wer n

essrs. Wat i the P?,tal exctraditﬁd fltﬂc‘

5101}

tugal is to give the Ban total, == yed" mé
gold to the same value aSPtl;(tzuga w'S 235- g’:ﬁ
For when the Bank of I'¢ Watefl‘?- h n° seﬂaﬂl'
British bank with Meistrlfi:; into Brlt(l)it“g:i efofg:
s thetizhe o COWn:‘i(:rht observes Hencooouppa
if, as Mr. Justice Wrig tes- sty n

L o 09
can buy gold, so C.?‘?t%f&ih Secure 2 vt gul
1T . S

of Portugal can, 1 of i
of bullion in satisfaction S

not convertible into

3 agulehie 4 ect
ing convertibility to have
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ti?::e t%‘mduced any evidence that_lts Liability in prac- forgery. Readers can think for themseives of a num-
We ShOlE)IE:iy out gold was anything like that value. | ber of other instances not so conspicuously plain to

about opey . g8¢st that the likely figure would be
i ni-ten’th, or £50,000. This sum, by analogy
e L ankers’ ratios of gold to credit, should ade-
Withe Y support the additional Portuguese issue
ut risking the stability of the Bank.

E 3 -

*

to ggvf E:ﬁk could of course call expert evidence
fency, wh at n ba{]kmg practice additional cur-
and hag ben 1t gets into the hands of banks, can be,
up to, €en, used as a bhasis for expanding credit
But O’thay’ ten times the amount of the currency.
Other sisr expert evidence could be called by the
Whethe, iet to prove that it need not be, and that
tion of ¢ 1. oF DOt depends entirely on the discre-
Ney, tech,e' banking authorities. In fact, there is a
Nanciy] tical word, 510{zlzm/z'o;z, which is used in
e Fe, Circles to describe the policy, initiated by
Using Onﬁral Reserve Board of the United States, of
or o - & Part of its bullion as a basis for credit—
tota] LUL It in other words, of fixing the ratio of
titleq i:,edlt to total bullion at less than it was en-
Practic. R9er the bankers’ canons of safe financial
Orty e] Accordingly, in the case of the Bank of
taine P its claim for 4£500,000 could not be sus-
Wereas & Just measure of realised damage unless
£500 able to show that the introduction of the
n r(;goo Worth of extra notes had caused, or was
o Cortess of causing, an expansion of bank credit
that thugal to the amount of, say, 45,000,000, and
Preven '€ were no means by which the Bank could
basis ot‘lt' If that could be established then on the
Tequire . teN-per-cent. gold cover the Bank would
500,000 worth of gold. But we suggest
e"alnix? testimony to this effect would stand cross-
ation,

h & * *

eaone pleasant feature about this case is that
placin X honoured the unauthorised notes by re-
Deateg them. Qur readers will remember our re-
Oughy  Statement of opinion that note-issuing banks
]nVenteé) € compelled to replace forgeries. They
10t placnctes for their own convenience, and should
Pubj;4C€ the onus of detecting forgeries on the
TRed 1€ practice of the banks of dishonouring
Cipieny Notes thereby visiting losses on innocent re-

e 1S what makes forgery appear to be the
f ot of crime next to murder. Quite recently
‘0 ¢ WO Obscure men got sentences ranging
ber of 1 years downwards for making a small num-
hich o N-shilling notes. If by law the holder of
t?mandtes could get good ones from the Bank of
Irlvial € crime would be regarded as relatively
s rl;?tth' 0d why should he not? The Bank would
heCrete j.8 Concrete by it, but would be replacing
N 0Sses. Al the Bank would suffer would
gl Suita‘ mjury. for which the forger would deserve
w}? diffyo lpumshment. But here is the same
Cu Ateye, l;hty’ that somehow in the eyes of the law
Qfmstanc ¢ bankers choose to do in any given cir-
W thoge €S 1S regarded as the necessary consequence
thoight, (rCUMStances. For example, Mr. Justice
an&t the gD disallowing Mr. Birkett’s contention
d : eply auk of Portugal need not have withdrawn
°’e:'l's.°n sced- the Vasco da Gama issue, based his
1 R, peClﬁ(}ally on the eround that it was the
bémlar ii’m”lff of the bank >’ to do this under
Ol taken "tclllmstances’ and that ‘¢ zherefore 1t must
Dr:lllatio at 7/e necessary consequence of s_uch a
I5g ent cq.o SPurious notes as took place In the
Te. Ue s Case Would be a withdrawal of the }vllole
or italics.) nd so, on the same line of
10 qi2CCause law would hold concerning forger)f
1 IShq it 15 the Ol-dmary practice of the Bank
(8 Ouorged notes, the Josses visited upon
"N ag ders by sych confiscation must be

the average person but equally fallacious—as for
instance the doctrine that price-inflation is a neces-
sary consequence of credit-expansion, or that per-
sonal savings are a necessary pre-requisite to capital
development.

* * »

Reference to the ‘‘ enormous *’ effect of the un-
authorised issue of Portuguese notes recalls Mr.
Justice Avory’s use of the word, appalling,” in
regard to Mr. Hatry’s forgeries of Corporation
securities. The banks, on whom, it will be remem-
bered, Mr. Hatry planted these as security for loans,
were lucky that the proceedings against him were
criminal and not civil. We wonder how they would
have stood the test of the same criterion of prudence
as Mr. Justice Wright applied to Sir William Water-
low. We suggest that they would have suffered the
stigma of negligent contribution to the ‘“ appalling
consequences following upon the deception (whatever
these were). But there: the appallingly enormous
distortion of perspective in which otherwise intelli-
gent men view the relations of bankers with the rest
of the community makes the latter the scapegoats of
all errors of judgment. .

* * ®

We would be prepared to go further and make gopd
the proposition that the reform in the credit and price
system which we advocate in_ these pages would
enable the Government and the Bank to insure every
individual citizen against victimisation by cheating
of every sort, not only against the foisting of
spurious notes, but of bogus shares and even of
misdescribed goods.  Under the new system, of
course, the incentive to cheat would be reduced to
a small fraction of its present force; but even sup-
pose not, the total money-consideration mvolved 1n
all current cheating-transactions is such a tiny
proportion of the money-consideration mvolved in
the totality of all transactions that the injury
would practically vanish when spread over the popu-
lation. The ‘‘enormous effect on the life of the
nation”’ would take the form, even at the worst, of
an almost imperceptible rise in the commodity price-
level; or, in the almost certain case that the prxcai-
level would be progressively diminishing, in an al-
most imperceptible retardation of the fall. IBut
there is an ‘‘ at the best ”’ to be considered a s_lq.
Mr. Justice Wright did not exhaust the pO}fSIblhl-
ties of the use of the unauthorised notes éY en he
merely said that they would buy commo 1t1%s or
cold; for they would also buy materials, 1111}:'0 la c;ur,
and set acts of production in motion. ‘1111§_a~ orE
gery can increase the physical potentia mgls o
domestic consumption as well as dccr.ease tlem(.I
If we could trace back everything that Marang anf
his fellow-conspirators did with the prc:»ceeds1 o
their crime we would doubtless be able to strengt 1er;
our argument. We do know something : they sp'enf
some of the notes to acquire shares in the Banl\]Q
Portugal itself! And it would appear that tn.;
group had hoped to secure a controlling bzilanctei ot
shares, for Marang told Sir William Water 0\\113' 112(1'
he expected to become a director of\}hz(z;.l t‘”t]hé
You've got to laugh, haven’t you? No doub e
mere idea of their succeeding would appe.arozflp[;‘]
ling or enormous to the present dxrect}?rst'_q_ u;
Bank, but everyone who has studied } fo ‘.n((,)%st}?
the authorised controllers and m:m]u?u.atl rs ‘e
credit system will agree with us t)ldt ;)L‘t.(f.()]?:gt_
quence would have boiled down to the su. S 11;,1‘()“
of a new, for an old, set of crooks. In our souls we
may agree that bankers are men of n-ltegnt_v; but
what is sauce for the goose 1s sauce for th‘o gander,
and therefore these men must be judged by the same
criterion as were Messrs. Waterlow and Sons and

¢ Necessary consequence of the act o
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held to be responsible for the necessary conse-
quences of what they do, no matter how pure their
mntentions. In a free inquiry we would guarantee to
prepare a brief and produce witnesses which would
enable Mr. Birkett to transform the issue of the
case. There is a worse crime than producing un-

authorised money : it is the crime of destroying au- .

thorised money. " That is the accusation against the
banks which we would make good—and our first
witness would be the Rt. Hon. Reginald McKenna.
It is the actions of the licensed manufacturers of
money which are the cause that unlicensed manu-
facturers of money appear. But the truth is power-
less at present. We must wait—and perhaps not
long now—until the bankers are compelled to with-
draw their Whips and leave the issue of the great
debate to the open vote of the:House.
* * *

In the meantime Messrs. Waterlow and Sons can
rest assured that the people of Portugal are none
the worse for the misunderstanding. They are per-
haps.a. Little better off for it. As Sir William testi-
fied in court, there was great agitation and lamenta-
tion in Lisbon when he went there soon after the

gizcove:yhof the crime; but the people of Portugal
not share e 1
o are 1n it. They gof 3 pleasant thrill out
‘éggertr?:r ce;seh began by ordering the arrest of the
; K f:wf Eank ?f Portugal. S, Jorkins went
) ours later the Governme
his release. Tlus Spenlow got him out.nt (%rx?etr:'g
“;lg]atllrzne told the Court, this Judge broke intoS(t)eafg
s Banksame e€motional tension was experienced at
et le Directors and officials would not
R ir Wlll_lam, but told him that what he
5 thi tol_explam Or propose he must communicate
1 p})\lccc;, or, at least, in the presence of the
ey thn hsi) all round official quarters rever-
4 1s b %1 [abaloo—detectlves, handwriting ex-
ac%rlléu}:xlr]x]ga : E}asses, microscopes, quartz-
1 ur-matching note-printin note-
faulflag%%ngg,cggmg Ve/l]ld%es and all thg rest o%’it exceSt
s, What was it that old H
%g}?é}%gggnaﬁd dm’ hlslsoliloquy ““ Mad zi\r/}zdSaXlﬁ
rid's Mad ' —the whole City of Nure b
% ei(:vwn into a riot the previous eveninyg over a qIEa:rregl
suddeefrrﬂ two r}val lovers? *“ But there old Hans
: Y comforts himself, ““T f e
. 1self, orgot—it wa s
ijsolglrll 2 E;/e., when magic is about—o? course, nZwSit
couldn’xtp fi:gedrlt ntmstlhlelwe been some glow-worm
Jts mate: Il be bound that that’
wg{aut_tcatlﬁseecll\l;tr. bOr, in the language of the P{?;}?
» the emberg riot was the ‘“ necessa =
z%quein]%c of a she-worm’s negligence to k?:arf O:n
a5 cﬁiowﬁesn;iq?iwﬁzer” ,as théa Spaniards say, “ to.
s Y ”—and we
. b are told t
un has been observed to rise as usual in Poflil&gt;]e

MONEY.
) do—\[“.:nstufgcsled Pantomime Chorus.]
To get hold of some mon—ey
I do—I do. ,
I do—want—
To get hold of i quick—ly;
Don't you—don’t you ?
We don’t care a hoot where the Currency comes from
Or whether the colour is red, or green, or b]uvlr :
But we do—want— ’ i

To géi hold of some mon—ey,
We do—we do,

Current Political Economy:

5 to
A Government Committee of Enquiry apngtsha
be so called because it commits no@h‘ng’-t
itself nor the Government which appomtedclhl Com-
method of appointing the members of Sléalemate-
mittees of Enquiry is designed to produce sbranches
A few extremists representing the various 15
of innocuous opinion are chosen so as to o
cne another. They are then given a year > e
see the world and his wife at the Goveli]m; Jeading
pense, and for each member to askt leculated i
questions, the replies to which are Cad this co™
score off the other members. At the .eré b profes'
mittee of fanatics, whose hands are ti€ tignS. OE
sional attachments to various orgamisd orts th
only present conflicting reports; the1 respigﬂa
present embody precisely the views t! lers on eb °
held before they became official enquire two of xﬂc
of the community. Thus after a year olr ot, an i
which the community should consider ost, &4
G(})lvernment does regard as game 2
what it was at the beginning. ) -
Enquiry, in brief, is a device by me; nsbf respoz';;.
Government not only washes its han 3 revent
bility, but does so in a way certain
responsibility from arising.
. * * orted .[cg’
Two such Committees of Enauiry :fegfr 351:]35
cently. The Licensing Committec, ced threé€
many thousands of questions, PTC l; Bl aloﬂq’d in
of opinions, one in favour of leawn"d the th itd)
other in favour of State control, a-ntee on G
favour of prohibition. The Comml'tc at 1 ind
Punishment was not quite SO, Pr.oho on, 2y
possibly more creative. A majority e and Pripe
a report which quoted freely from P
sophers, recommended some depadreterriﬂg gy :
method of hanging as the way of £ d Dajof
be murderers. The first reflectio? Pr from. sl
work of these two committees, aP2 .
futility, is the folly of Committees 70, inC
ting in isolation, and following thell’tllers' f
out considering the work of the 90 wjsn O
ample, it is ridiculous to treat a0
ital Punishment and the iﬂau%gatl It 15 e]'
as possible in the same country. ... j¢lid¥ q¢ =
thai) Prohibition elevates the sale OIft 11115 d"g‘f,ﬁ aﬂi:
the most profitable industry- wanting t_‘f’ i
Imagine an American schoole’}’The idea omediﬂ e

thing so much as a racketeer. s and 10 40 X250
ing the death-penalty for n?urderf: to Subdougbt
afterwards sending machine gt us that it
eteers—or strikers—is so ludicro f
appear so even to the English- » tatﬂcg,
L * e
cept 1B i Pooft
e
If the masses of men are to bf:e;tpd"] es'nllne' tbaﬁ
semi-consciousness, content to a% in r_t:n Y
time, and lice and sudden death ) heta‘

haver Jiquor oltfy

are two things they must 2
women and access to fermente only Ve thf
nunciation of either of these ¢ n1 jous moor yd g
act, inspired either by some fc.:)gusn 55, ne toé di’
as the deepening of self-conSCiOyontalel enC g
desire for an increase of power: jcohol tother B g

one of his relations giving UP an Wi
duration of his power with womaaS :
sequently found that the oné Wer M
bearable the caprices of the ot ot

relate. What is certain, hoWev 7
reason why people forswear @ Cre i 222
of individualism, which 18 150 s the) CerifSany
Further, anti-social individuat®® ;ficid o o

of premeditated murder, an i chief g:,mﬂ‘ caP

t
of the financial system 15 tcé the ~an
social individualism. e’iicensix

Finance, and those on

Sy
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Punish .
Sroble nf;fent, were actually all enquiring into the same

* * @2

togOeI:ﬁZ theh two Committees are seen to be linked
changed! their terms of ideal reference are entirely
or t}%e (G5 € one question of primary importance
Was whetillplta'1 Punishment Committee to answer
Nsurance €er, 1n the event of abolition, murders for
all other -money or legacies would increase. Nearly
rather thmurders belong to the realm of pathology
Money mand law.  The hanging of the insurance-
for DOSS‘[-;ir €rer 1s in actual fact less a safeguard
c°mpan]’ e future victims than a safeguard for the
all, noty s funds. The murderer is deterred, if at
knowleq y more social impulses so much. as by the
lot of trgebthat the insurance company will take a
iciary OUS le to trace the death home to the bene-
t hates thomety pities the murderer for jealousy.
Mercy i the murderer for money. It hopes for
Whip'to | ¢ case of the former, and would add the
son wh -i"gmg in the case of the latter. The rea-
the vic%]il _fqe1§ SO violent as to hate is not pity for
tation tomtiru'lt 1s fear for itself, fear of the temp-
the finanei nk out a better technique for avoiding
derey cial stringency which it shares with the mur-
0 view of the complete failure of prohibi-
POrtan ;nenca the only questions of primary im-
lateq ¢ ¢ for the Licensing Committee to answer re-
t © Whether, if every individual were offered
€8ree of self-respect obtainable with a mini-

to dri::]](come of five hundred pounds worth a year,
WVidya] Or not to drink might safely be left to in-
Mitteeg (PUON. The reports of these two com-
Of the pap short, should be corollary to the effect
Why €port of the Committee on Finance. That is
€Y appear l)efore it.
*»

tion i

*

I :

Enéllitrh ¢ tme should come when a Committee of
defin; ey 1S regarded as a help to legislation, when a
Droby,y, Htelligent, lead is required from it, it will
the Drey e appointed somewhat in the manner of
“hich hSent Jury. The jury system has: defects,
L Ivre ave been often enough pointed out. But no
Years (e, under the guidance of a judge, several
: enterc.ezgome to the separate conclusions with which

ta the court on the first morning. The one
r 8¢ of the jury system is that under it the
Weiyhman is still responsible, under oath, for a
Xa llng Ing of evidence and decision. That 1t must

dMimous decision is a further safeguard.

fen chosen from the jury list, guided by a
locked up until they produced an
Sa S report, would have produced, 1n far less
o offy tePort far greater in value than either of the
Ay 113l committees have presented ; than, indeed,
Jury> 3 8 Committee now sitting will present. The
ad fl'eaCk of specialised knowledge of the sub.]ect,
Woulq p-COm of its members from preconceptions,
Dresent € an advantage. Under oath the jury _would
Aope N unanimous report based on the evidence
lrltelli"é”;elnrepc"'t reflecting that very rare thing, free
Ten Whoce’ which would have been exercised by

had to be genuine inquirers.
BEN WILSON.

sh;_ln thee. . CURRENT FUDDLE.
Vooa s “"ithse dire dark days of the demoralising dole may I
rle_t on to Your readers a bit of cheer, and perhaps of pro-
yecel"(‘d froome to do likewise? I quote from a letter just
W ‘Vhic?,m 4 woman, whom | have known for many
Wl bug Will speak for itself, I went to do two days

ek, X II had to be brought home and 1 was ill for a
on taleer, .ﬂl t seems as soon as 1 try to do a little work 1
bev_‘h's own, My husband is trying to do a little business
So [ uSe b 1o - He is only able to give me £1 a week
ing 4m G as to rent a littfe place to make the sweets in,
R§ dole m & week short to what T was when he was draw-
Dy Slyn, s;ﬁ}"“y' But he is much happier.—M. RUSSELL,

i 29cu,[)()’3(‘)“e"t"v*5xtract from letter in the Times,

) .

Prolegomena to the Study of

Race. ’
By F. Le Gros Clark.

It 1s time we began to study the problem of racial
intermixture and antipathy. I would like to see a
university founded for the purpose. Suppose, for °
example, that America revolutionised her economic
life and solved her problems of production and dis-
tribution. Would that settle the question of relation-
ship between black and white? Not permanently, .
since this question, though partly economic, is funda-
mentally an emotional one.

There is no great hurry ; but there is no excuse for
postponement. Every year humanity is complicat-
ing. its own problems by some fresh experiment in
Racial confusion. In Palestine, for example, we
have the problem of Jews and Arabs. In East
Africa we have a triangular arrangement of Africans,
Indians and Europeans. How much further is it
going? What is the solution? f

Theoretically speaking, a drastic readjustment of
the economic system is going to mean,that every
Kaffir and Zulu in S. Africa has a greatly increased
claim on consumable goods. That renders him re-
latively independent. He may—and probably will
—demand education; and follow this by an agita-
tion for political and economic rights. Can he be
refused? And if he be not refused, we are faced
with a South Africa wherein four or five definite
racial types are intermingling. As a matter of
course a kind of pacific struggle for existence would
ensue. LEach type would be endeavouring slowly
and subtly to squeeze out the others. j

There exists, for instance, in South Africa a
population of some scores of thousands of Indian
immigrants. With what rapidity would these adapt

eir new home and begin to multiply,
Henslven it onomic restriction lifted

! d e :
were every moral an cb]e to say. They might

from them? It is impossi nig
in time prove themselves more capable of surviving

i natives or Europeans. '
thg}nelttl?:rother hand, it is notorious that certain
races tend—when their own culture 1s broken uprio
lose heart and fall into a decline. So far, no \\I;n e
race has to my knowledge ever had to face ls_uct_ an
ordeal. It is difficult to make any generalisation.
The negroes in America have tended to n:lclreasei
prodigiously under the most unfavourable ¢ gurla
conditions. One can scarcely determine @ ﬁnor; the
stamina of any given race. But one might at 1céasr
question whether the whites i South Africa wgu 3
if they lost their present artificially dc»r'mnar:i itli)gzls
tion—readily adapt themselves to mew con

survive the shock. '

an"}he situation in the East 1s even more (;jomg)kg\l(e.
The Chinese, an exceedingly hardy and adap itl'on
race, are spreading in 2 slow tide of immigra 1110t
over the East Indian archipelago. If it were zot
for the existence of certain pohtical restnct}gns, 4
movement would probably be far more rapi oo
move all limitations, and it is only a matter Ombers
before the Chinese have settled in large l?:d e
along the Northern shores of Australia, W(;: kel
way up through the Straits bettlemgnfst,tlc ke
to encroach on India itself. There 1:st lll B o
my mind that, in the inevitable :-lr \io o
istence *’ the Chinese will tend to (ecomgin (e
expense of any type with which the},e Hp M Son
tact—Malay, {)vak, Bumlesc,vand ev x; o 1p\\;or1i
What is to delay them? Machme-guns.f xd. t}(
committed to the idea of economIC reedom the

i sterous. .
th%;ghnfu»cv}llufgf lt)ll;gpgrob]em. What my University
will have to discover 15 whether 1t can be solved
airly and amicably. My professors will study, for
example, the question of intermarriage between
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various types and the advisabilit 1
an ultimate racial fusion. In t};is? ft}f:yc O\I;l;ﬁg;l%gt
shrink from the most extreme possibilities.  The
will examine the chances of a complete racial amal)-’
agfgénaltéﬁlgobgsween Jiws and Arabs, between Jews
n 7 'hi
ey inpthe i’TSaR even between whites ~and
\ The problem will not be an msistent one for some
¥:aé§ to come. The first necessity is an economic
thz égﬁggnt.f It is partly because we realise that
ool n of economic difficulties will only open
i © emotional problems of a far more com-
plex character, that we continue to endure the In-

dustrial and Fi i
inancial chaos in w
s wherein we find our-

On the Creation of Credit.*

. Misconception has not disappea
tion of creation of credit by Izll'jle tr)?l(rilkfsr.omSct)}rfeqtqes-
ago Major Douglas published a critical examinatlirtl)lﬁ
s of bank balance sheets. He maintained
discounts, Togne, e arerqmipe balance sheets that
as assets and as liabilities. I-Saoéfé si;ed;?udCd }]13 S
Zggg dst111 u}nsahsﬁed.  Along with others ;2}111::, g\.’i'-
ot 12? ttlatdcredlt 1s multiplied exactly as ’Nvlva 5
vincigng tsh:_\,tre “;ogfc‘ile:itcl:ekl)et?s find the facts uncé?:
! ) \ ubtless welco
‘Icra;él;i pirse;elg(tiat?n obf evidence. The Qﬁfioii?ﬁftﬂi
S o Y banks (including their balan
that Lord Cunliffers (oorz, &Y 10 themselves,
Roreizibs aftegrilﬁglt:ree on .Currency.and,
e ar advised amplifica-
ereiore to confirm entirely

tion.
from
_other sources that loans, etc.,, involve the
purchasmg-power, regarded as Je-

of
money they represent has no

2osits, and tha
EXiSte;lce_ t the

Let us turn to text-books on banking operatio

T %ga%l::tloq\h Management, and Accountsrl i
e T ] 1fs, M.A.,,LL B 5 chturer on Ban,k-
- Yy of London College, is, perhaps, not
Rather is it meant
anking centres on
To him, there-

purely technical mnstruction for o el
tudents,.however, will appreciap
on rthe oregin of crediy.
€ amount (of the
of the customer’
f L s acc
his credit in the e

, 1s not part

of the accounts Proper.
event of a loan-

Teceiver’s inability ¢
1 Yy to re
realise ’such securities, j -
0?13«31- 8 solvency, to meet the cr
1€ people to whom the loan haq b

Y the receiver.
aWare, however, that

Pay, such securities
€ unsaleable. Such

the books .

: 2058 DY the facz of the logy.
kind is ever in question, Nofhixf\éoifli%z%{v;ﬁ

S VOV

goods.

conceivably be repeated.
Let us now, accordingly, take the °
Credit 2’ (McLeod), 1890, a work inte
ng to the p
and subscribed to by bankers all over
The following quotations speak for
Moreover, they are a sufficient reply to 2

ated its production.

Page 370: <. . . . After monetary P
away it has been invariably observed t
posits greatly diminished. ~This
buted to persons withdrawing t
sertions are erroneous,
as at other times. . . .
were created and offered for sale to th
have fewer bills to discount, the banks
create deposits. A diminution of depo
sarily a diminution of cash but it 1S
credit,”

The first italics are mine; the second, th
Page 374: ¢ To say that bankers arc

a

the total credit created.” i
Page 363: « A banker never buys billy

“
A bank i al depos!
ker with £10,000 re wmoun

(Author’s own 1@

Is it not plain that bankers recor
assets and as liabilities; that they ©
1s, fresh purchasing-power in exX
purchasing-power, to compete or | they
[;hat.30 long as repayment 15 assuref
credit to any extent provided theY
enough to meet curzency deman s’fefs
a corollary, that so long as the e

effected by cheque, they may,
cewver’s power to repay, 1SSu€
Bankers make their profits by ¢
do nOt possess, money \VhiCh; i e
until they lend it

credi wi
end ing
) has

. th
That credit is created by bankeii’i’
tutes an inflation of existing demar™
a tax on the community, are © ‘”Ol‘; trut
truths of great significance. llctqu']i"”
attention only by expression 11 a‘;"f can’t

“Reprinteq ‘redi
I ed from Credit Power, Qctober, 1923

produce the defence reactions:

The extraordinary reply has been ma
once that this duplication of entries is merel s
dent of the ‘“ double-entry *’ system of 00k- eeﬁ

reface, as a complete manua

excuse the abuses of the banking system
Ing it, with other lapses, behind the Wi}r'acce]g-
credit was not a war measure; the war stmp y/

That is the business of a bill-broker- its may
0

(o) .
cess istin

of

but entries in books by bankers, whose willingness®
transfer such entries 1s accepted as a discharge

de at lea?t

ing, and, if the proof were left at this stage,
If, indeed, this geplYodﬂ(
1 ng st :

hi
correct, the whole case would be a laug oo

nded, ac¢
1 on

t

anics Nas,
hat bﬂ““':ngtm'

e aut
merel)'wish 10

W

with

cOﬂtinge'thOut

r * ¢ it

it wou

\

or,d‘
Cl'ed“'
hc wors:

themsel¥es

11 who W
by’ Shd;gk

wo!

had P“sf;:
al

has often bccuch 2
heir balances:
The banks have as

the depressions
In P o banks:

canﬂ?tvnot necﬂ?
its 15 :
ol tontra‘“a”

much c‘;]ls
fc\"el"f el

cours®
0

1,
hor >
ent?

ll:et\veen those who wish to lend and those s
orrow is entirely untrue. . . - - t the el
‘“ A customer lycnds money to a bank bussthh tmoinf:d
time has free use of it. The banker cmp}oq)\'iﬂ ch‘:‘n‘é
promoting trade. Upon the strength of b ceverdl it
it he buys debts with promises to pay A e ¥
the amount of money he possesses- . may Crcae)’ i
e ssathe quantity of credit a ban ‘c u mor
determined by the ratio of demand forsd 85

ht!
nfgugi; by

Has

2

such cash will support a greater 7
several times., & i corth Of Co;trl‘ ‘};
. Suppose the banker buys 440,000 ‘;gﬂf' - btsi "ig"
cial bills, his profit being, say, 4 = dits, debt:"’ntm
change for these bills he would create Cfio a“‘onf. ¢
of action—technically named Deposits— r €
say, £39,600 (three months’ interest @
ducted).
*“ His accounts would stand thus:—  gecets: 4
Liabilities, 0%
: % Cash 4"'000
Deposits 49,600 Bills
T —
50,000 5
R ble.)

_ total cyrre
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llfof;::t }t:‘)e true.”” Anyone who undertakes to bring
literalla lil}th which has reached this stage, which 1s
it ; icked off the doorstep at sight, will be
ed sy OSuUclﬁlCh over-determination before he suc-
subject. 1s my apology for continuing the
meglﬁ ?;112/ real money is currency ; whether paper or
counter fejt ears the sanction of the community. To
e equisf l‘t 1s a crime. But bankers have created
B alent of money as fast as industry could
e satisfactory guarantees as to its return.
par% lfs simply a money-making business.
how coy] drolm the creation of credit by somebody,
i one gy t;e Payments representing money exceed
Serves » Y the total money in circulation and in re-
accounts fow could,th(? total credits to the curzent
of bankers' clients continually exceed the
ay CUrrenrt]Cy n existence? A banker i1s liable to
dccording ¢ account balances at any moment. Yet,
Amoynt gf o the Rt. Hon. R. McKenna, the total
Rotes, i e; CUTTENCY, gold, silver, copper, and dank-
bz’mksmrculatlo?‘ in 1914 was 4128 millions, and
bankers» 475 millions. The credit balances of
Customers exceeded 41,000 millions. In

101

amgur&?:d t?tal currency in circulation and reserves
3 (o) 3 T A

Credit by approximately £504 m]lllOnS,Na‘,)g?vlg;E

ances exceeding £ illions.
o g g 42,000 m 1
peSSt}cl& British Association concluded that the busi-
0 orde, tankmg was not the receiving of deposits
9dey 4 0 make loans, but zke making of loans in
Obvio create deposits.
Sary. Ously great supplies of currency are unneces-
Salarieg oo Wages and a decreasing amount of
Ourse ¢ Nowadays paid in money (reflecting, of
no 10'n retail trade). Credit is indispensable, and
0 o LIt eXcept the capacity to re-collect it in re-
Shoy) ; goods. ~ Simply to advocate that its issue
Mg ot be permitted fo inflate the price of existing
Warket lltles’ but should nevertheless bring 1nto
i, Lthe future goods the country’s machinery
ecC’“()m(iecast,e ; i sense and good

1s plain common
A. NELSON.

Scottish Nationalism.

Sos Lho A : ‘
Nse,» OMSON® is ¢ not a Nationalist in the accepted
ﬁlat phros, the publisher announces, ~No definition of
I given either by author or by publisher—does

ey, :
party 2fthat Mr. Thomson is not a member of the Nagxo_nal
o th Ten, COEla"d? If so, then his long’-continued ¢ sitting
sh Surg ce, ! shying books and pamph']ets at thos’e he calls
o Men and middle-aged doctrinaires,” goes to
e himself appears to be a dogmatic ** youns
adv lurry_n
of '.Withocates _the restoration of the Kingdom of ScotE
& hig rpama resident Vicéroy in her capital- A Jarge par
elgnty‘ Phlet is devoted to the consideration of sov-
t Scotland’s relationship with the Privy Council
thei @l ¢ League of Nations; and of the machinery fc.or
Sl | O-Operation. While it is true that all 'Lhege have
¢ thg on the Nationalist movement, it is likewise
nt quest, 2r€ of secondary importance. The most im-
€ nsho{" so far as Scots readers of THE NEW AGE
nly .- 7 'S that of economics.  Yet our pamphleteer
& 1S to say of it:
ec‘)"lcé)trhn?r the National Party of Scotland should hav(;
S (ang £OUCY is to so great a degree a matter O
g therefore of opportunism) that it does not
g \SCussion here. But that Scottish naponahsrp,
&volve m‘;ws Jmore conscious of its own meaning, Wi
Gt Thom attitude to economics seems highly probable.
fg e ofspn seems to be unaware that it is this very * at-
oltr?d'ﬁe"e“cc to, or ignorance of, economics which
2 .l{’m of all the industrial trouble throughout the
3 that :"' and not only in Scotland. He knows, how-
alm, c new » form of pationalism is ** not a vietim
Migg, Qﬁseg‘stthsuxaerstnmu_s respect for Parliament whxyh
%9 ceongn e Older nationalism.” Thus, while he dis-
Omics as irrélevant for the present, and remains

By G. M.

®*

Wl Dhp
h°"ls(,n'“ Ringdom of Scotland Restored.”
* (Toulmin, 1s, net.)

aware of the futility of politics qua politics, Mr. Thomson
is driven to concentrate on aspects of the question that are
still further remote from the primary issue.  His pam-
phlet, indeed, betrays evidence of that Calvinistic product
of the Scottish mind-cast—the penchant for drawing-up
and nicely rounding-off in simple logical sequence a pro-
gramme that maps out each step in the conduct of the in-
dividual from the cradle to the grave and even beyond it
The framework of the body politic is in his thesis to the
last vertebra, but the animating spirit is absent—the life-
giving economic spirit which ¢ the world ”’ might imagine
should best express the Scottish ethos. This cart-before-the-
horse ‘“ attitude * is familiar to all propaganda; and it
tends only to split rather than to close up the ranks of any
movement. h

Our author seems to be obsessed with the subconscious
fear that ** them there Socialists ’ may get the upper hand
in the movement towards Scots Ix_)dépcndcnce, fo1: he de-
precates the use of such evil-sounding phrases as ° _the as-
cendency class,” and so forth. Advocacy of kingship is as
likely to antagonise the *‘ have-nots * as \_voulg the preach-
ing of even the mildest brand of * Socialism disturb the
“haves.” Perhaps that is the object of Mr. Thomson,
since he apparently chooses to remain aloof from the Party
organisation ? He patronisingly suggests that the National
Party is ‘‘ perhaps bankrupt of constructive thinking,
whereas the fact is that much of what he urges is already
embraced in the general policy of the Party. It may be a
pleasant problem in logic to work out a theoretically water-
tight doctrinaire programme for the attainment of Scottish
autonomy. But it cannot be too clearly understood that
any form of political self-government must be ultimately
impotenty unless a clear realisation is held of the fallacy
of orthodox economics. To dally with kingship and the
League of Nations is merely to grasp the wrong end of
the stick. ;

Much of Scotland’s present-day misfortune began at
Geneva some centuries ago; it is hardly likely that it will
end there by drawing the attention of the League to her
industrial misery—a universal epidemic to-day. All forms
of * democratic '* government are nowadays held suspect.
The world is undergoing the transition stage of emerg::ince
from the old Politics to the new Economics. If methl'ea e:s
of Scottish Nationalism remain unconcerned ‘}\'lth this stlt;;
nificant trend of social evolution, then tl]e movemen!
is already at a standstill. A resident Parliament, fumbling
with thz orthodox economics under which I're]and“':’
labouring and unsupported by the econom_:}cUl po i
possible under the Douglas  system, W

‘ ”
_oraduate attempt to play * Hamlet
Ee 1of Dennl:ark. The difference

i e Prince d
{:elg:?el; ‘t‘hseeing‘ red ? and seeing red, white, an(}
blue dépends on one’s angle of vision of the po}ft“’?o
shield—witness the failure of all parties in all couqtr;es o
solve the industrial-employment problem. By.com;rft, o

boldly for the Douglas Economics, with its eml_nent'y mci
tical ‘solution of the financial enigma, the Scottish ‘.\at;on;l
Party would rise at once above the petty jealousies of the
orthodox English parties. It would provide a platform dpoti
which unity would be possible on the most liberal terms in

i ou ial objective.
the attainment of our soc ] Wirriay BELL.

Reviews.

Sinon, or The Future of Politics.
(Kegan Paul. 2s.
ublishers’ notés on book-ja .
reslz;rlx?blli the headlines of American ne\yapz\pegs, B
of course, the headlines of Enghshunfé\\;gzilgse{& T ety
to give a précis rather than to arous coilld i
i book-jackets on the stall one coul
z‘gloi':ig ktrllltf\\-'ledgejof present-day literature, while scarcely
offending the bookseller.
i« The brilliant author
changing wgr'ld
nature of politics,

he five predominating ideas, ity, I : -
(tiividm\]islzn, Efficiency and Internationalism. From this

s that a state of crisis exists, . The
gﬁeiﬁ:fwf eto downfall, war, and revolution, is a more
conscious attempt to avoid the ex:mu).l‘es'of Italy and
Russia, and to achieve a world organisation similar to
that of the medieval world. The future of politics is more

litics; better politics can be achieved only by better
individual politicians.”
In spite of this thorough précis, T have read the book.

By E. A. Mowrer.

L clkets come increasingly fto
as do also,

5 greatest interest s
" After discussion oOf essential
first as science then as art, he. surveys
Equality, Nationalism, In-

It contains far too many references to the obvious—such
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as that Bryce poinfed out ‘‘the truth that literal
Ch{1§nan1t)f and politics are incompatible ’—and depends
entirély on erroneous philosophy, namely, that the instinct
for doml.moq over others is the political constant. The
;mswer Is simply that if it had been there would never
\é}}\;e been any such thing as neurosis or mental conflict.
€re, as at present, the will-to-power predominates, it
destroys other wills which equally require expression ; and it
leads to almost universal neurosis. Where the will-to-power
IS not effectively checked by other wills, character cgnnot
develop. Mr. Mowrer’s medizeval world organisation is a
world-state, which would, of course, by arising too soon
x}}erely necessitate world revolutions. F inally, better polili:
‘illans can hardly be possible if will-to-power is the constant
Mr. Mowrer is In a squirrel-cage.  The book is cleverly
t\:l'xtten. But with all history at its disposal, its facts arz
; ecle_d to fit its theme; and nearly every sentence, apart
Tom the facts, provokes qualification or contradiction. The
book is negatively brilliant and positively barren. A. N.

The Legend of Abd-el-Krim By V
] - s ernon Sy §
InE:ievxer Fress, 91, Regent St}l’—eet. 3s. 65(%;nonds. s

€ pretace Mr. Symonds prophesies that
}%irson. will be amuséd by this play, namely Aﬂbtd}gﬁslér?ne
1€ worse of it is that the amusement of Abd-el-Kri clln.
prives the rest of the world of their share of the ent mt i
;‘pe}?tf Abd-el-l\n_m is an exile on Reunjon Island o a(x]n)-
ilr;g ‘: l:lc ;:mefforgnltt—})ecagse of his part in the Riff rei)—(z?lio;_
) - tought for European ideals wi i 3
;}xr%aggzd urtt}t]ierstand them, against » Eurc?r;ethwsl?i]glluer:m‘:}}o
e i de ol onts Ss Tankly tht o h

3 d € n X
reason departures from historical acéu?—g(ci\'ekoﬁﬁs 5?; égat
Ve es

not say how faithful he he
A he has been ¢ the legend. “This is

In reading (} ay

,hov(v;} mhu_ch St Svm%nld 1:3 %l;‘)‘-.l Wanted to know, not
much history, byt certainly |

- 5 y §

and how much legend \\'hi'chhaolw ok S

much history i i s '
i pef:gnas frs apPropnqte. I am sorr(z'mt—}i?\'r '?}Esorbsl'ds
o Char;]bcrl(':i :\bd;gl-Krlm prevents px:oduétionC reql‘llt)‘
hythica (Tr;]eoll))Ject:s t% ~real people .as much. as ::;
R = an in fhis case is th i -t

t the Abd-el-Krim of the play wag ?L:):eehreé,’;et;igﬁ

who accepted the w
Foiate bic}; = tl(;a;‘ or"ld nls a comedy stage; and even more
By oo ol s l,1as the dramgusatxon of an idea. the
8 o ug to' stand on its feet without the name
dontlan 1.persona.gc as its title. The action march
g ently, the dEalogue is crisp, and the characte(::
Istrionic character of Abd-el-Krim
mantic air, that does not much matter :
satirise the romanticism which Europé

attaches to imperiali

3 perialism, to ¢h

savages ar ! € process by whi 0-0a
ments - persuaded to mortgage their 3 ichy e e
1 s to defend it with 84ag country for arma-

Invasion, and annexatiop and inevitably suffer foreclosure
Xation, because they cannot pay Mr.

Wyndham Lewi Vi
e WIS would, of
romanticisati » O course, strongly obj
1cisation of a map with a skin othefg E‘E}fm J\(:Fh[it(ta({ bﬂlll(;

all mankind o

; d ves a play-ac ¥

are they now to he f%l{fn:i')tor' and where among the whites
v P. B

Love in the Machi
¢ ine Age: A Psychologi
Téansihon from Patriarchal goeietogwall% St
L Iglut:lgd]g)e. 128, 6d.) ¢ T D
« o ‘oyd Dell is a quite 1 i
. ) popular Ame i
it Spesreft:c?lm to compile a psychological r;s:;ﬁgeove‘lfzg, i
Yy entitled to do, so long as he can ,dclVivlecrh tge
$ e

90ds.  Indeed, psycholo i i ?
vinee of the novelist whgydlelzlss pwa{ttlt(:l:grlly gl b

teristic of so myeh English ﬁct&nse“e[sgsmpl;\?mt?) ?]h zli'ac.
: ton. Ir. De
what POmMpous volyme Py e engthy and so e
?.V any fairly intelligent srlgileas ;nl]_ght g co&]p?lnlee(;
Jones, and Ras mere] b oo ]
sar i Y added anothe b o e o
('On{en[iut;hcatlons on the subject, iaip gl st of o T
st O turn out a brief the author been
= ’:lg? Newspaper reader, ¢ T oy the juse of the
sinﬁl rOICn}:e gﬂd a certain value, byt this i e AT
useful s-erf-"u € Mr. Dell’s publishers h;Svmerdy e
o ice in claiming that this bool o ‘d‘one e
bl pe -md"breadth with Havelgely E||l§.v LI
i lr}m work,” an assertion which goes e oreat tix.
€ licence accorded to ‘¢ blurbg,  Dgry dat beyond

Rkt i+ ; Davib Ockuay.
ory wolting, R
Black, »s. (;fi)hsm B 8. F. Marliiaim, (A. and C.

Messrs. Black’s histor:
s ack’s histories are well kn
i, onteliness, "1nd “Simpicity 3o somproe
Kirkup’g gt?lh;l;(v)cml‘l‘mn' 15 written to tajke the ;)l'x‘cc?mo;
time needeg . Lorrg H.lslory of Socialism 2 Shhinh ;) B
evision.  Mr. Markham'’s worl je exce]legt :nlj

much legend, and how «

readable for seekers of information who have not ad:rplg
a strongly critical bias beforehand. Those who have, Joné
not often finding fault with Mr. M!lrkh;m.l's history z:zsp“n
as history is the only thing in question, will want t?tted are.
his emphases wheréver the forces described or oM R S
still operating. For example, why should a l-!.lstor}’,;‘
Henry George at length and not at all to Fl‘frscﬂ?:;i le
demolished George and wrote a vocabulary intells
day? *“ Guild Socialism in the immediate POSt't)
promised to have a growing influence. a0 l],ing e
effort to solve modern economic problems by apg’ )G. Hob-
guild system of medieval society. A. G. Penty, Apatt
son, and G. D. H. Cole were its exponents. - these std ‘
from the error in Mr. Penty’s initials. None O,f re_“f;itte,"' {
ments is good history, and should be entirely [cham's his
Further, long before 1930, up to when Mr. -Ma_r_ h peca
tory goes, the source of National Guilds (whic ome B¢
Guild Socialism in the hands of democrats) ha ¢ and m‘!‘e |
voice of another message; at least, as SripOrtat nelys So¢
immediately important, than the Guild idea; nﬂ{nion 4
Credit. Mr. Markham’s History will "c.ﬂ-i r'emsfel’en"'esm “
than it would have done through his omittind T&E0N.
Social Credit.

Indi?{valrinces under British Protection. BY e,
Villiams and Norgate. 6s.) Sy v
This book appeared of less value and 5‘.gmﬁc:-m?e igW'_a‘
was published nearly a year ago than it 1$ "‘\’;e,’.v few qucl'
the prominence of India in Imperial :\ﬁzurs.' t exten’ iyl |
well-informed people in England realise 10,‘.";3, rotecth
of it is practically self-governed, under Britisi PE
not under British rule. When the Imperial oo
boasts that his presence in his dependencics well o200
ates makes for progress of any kind, it i3 25 " inal b7
him that there are protectorates where his <ures fhe'tjorﬁ ¢
ainty makes for Conservatism, and almost €M7 Cond:ﬂ'
tinuance, free from hard knocks by 11"":b0de':i' every W"fasiﬁ
which England is supposed to have abolish n contr® et
has power. Readers interested in_the India? Bgeu

f 2 . a ver)
may arm themselves with information of 4 Chudéy K

DI Chudd®®

&

stood aspect of the case by following Mr- R"ut’ ‘
qude- ;
Leo lTolstoy and His Works. By Aylmer e ged: ‘:}d l
edge. ~6d. ily arran " atl
A welcome p)iece of easy reading, handl::y;esa. Doesne o ‘
printed with some respect for the decen he t si’" 5
body read Tolstoy now, by the way, Of 15 '
this great Age of Bunk? the
nc®
¥ ;nd he! fouf
““ Though it was the last created ,(IQ{"()EQ;HY tl‘l'l‘.’rc,,s&‘r{
‘ lowest * in rank, the Labour portfolio 15 =i g

most ticklish for a President to assigf:

choice, most ticklish, must have the ness. =y
American Bankei-{slishA’ssociation and Big BUSTlal, JA"’E%
Next most ticklish is picking an Attorm‘?r)l’erica"

this Presidents invariably consult the %nitey MmO oW o
ciation. - Secretary of State is of less de calculat® st
importance, causing a President tOthcr f“'“onworl r"
Administration will be regarded by 9504 the el
having suited Capital, Bench and Al
Large, and even before .choosing h!:j at MU 180
(political patronage man), the Preside ]eaf’ﬁ;f L4708 |

Labour. Always a wise President tries

. f
n Fedcrﬂtl?;‘ecembc

main organised bhody, the American * ) o
(some 3,000,000 vofes).”'—Time Chicag 5 ht
1930. 4 ins “g1s ol

ontd
The Sunday Pictorial of December fi‘tlecd g1 o
column article, by (3. Ward Price, € n O 'het Prl fof
Sixpences.”” It is a popular e.\'P]ann“OitS resef‘q fety of
the fall in silver, from 5s. per ounce mends \\«itht;ndﬂ {h®
1s. 2d., on our Far-Eastern trade; an as & séco gdu”
the restoration of silver to its O man 0 of Prculd
value. ““Tt is folly.” he says, ‘ $0F 0 plem rd"ﬁe,"
slave of his own machinery. - - Thlfiner' Oﬂ'h“ng 1o
tion has been solved by modern [:nzlcﬁoﬂ and €* jtee (f‘d
now is with the problems of dlstr{bu il Com‘:‘mo‘;f‘,n’;
. “The League of Nations F"m?c-\\' old f“:,ﬂs ﬂ cvllé
issued a warning that the supply o' ' gold (e ofs
purposes is becoming inadequate-
troublesome stuff, . . . It is more in the, -og of ot
to-day, when, from its invisible '“'rn. estinty
and treasuries, it sways the ﬁnan(li' ing, & Whe cofl
We do not understand what it 15 ,.(;hc.lﬂ ! uﬂbc P
most of the financial pundits d“-(']bl)' L 'lrﬁ o
have is a deep-rooted, though Po"\s‘ut o M
tion that a shortage of gold ought 4 sursuit & ‘
of difference to life, liberty, an gt
—Evcning News, September 24.

. (4
A esom ‘)f of!
t ollbl vﬂull‘s ﬂn‘it |li
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Bank Of Portugal Case.

[Bxiracts from Mz.* Justice Wright’s judgment.]

W ; .
by thh:re one had a situation so abnormal as that exhibited
> Present case the printer of bank notes was put on

in
mg:t“’isf;dn Pz:tn?ust .be satisfied, »:l.nd nothing short of the
L 1g“a. Inquiry would satisfy the criterion which
Tested or <th lne(_'l in such a case. The responsibility which
could et S(e printer of bank notes was enormous. He
o 'lf,v that he was merely a commercial printer.
e Ol an unauthorised issue of bank notes might
ous on the whole life of a nation and the whole

Stabiljt .
y of an !mportant banking institution.  That being

Ss) if ther Y A/
€ Were elemen i i '
s ny t
0 ! ts of abnorrmxllt\' 1n any 10

) Si“:]Clples, the printer of bank notes had no right
im (hig Long f‘mrson. In the present case it seemed to
s r\;up) that there were many lines of inquiry
Might have tal. aterlow and Sons, if they had thought fit,
Ortuguese | <en.  They might have made inquiries at the
€ local aga mbass'\{ in London.  They might have used
e woylg Emts Which they had at the time in Portugal.
Personal co ave ‘?Ought that nothing short of some direct
Matter of mnmumcauon would have been satisfactory in a
negOtiations Z:xt sort, where there were delicate and intricate
TECiSe info. oo NS ON between the parties. In such a case
Wi h re{:{rllIatlon was necessary. =
Mesgrg bil\l;d to damages, it had heen contended, on behalf
haq -/ aterlow and Sons, that the loss which the banlk
~.vas due entirely to its own voluntary and in-
xssugCt In withdrawing all the notes of the Vasco da
J0 los - It was also said that the bank had suffered
ch \ ause it had simply exchanged pieces of paper
Whig e 1ot convertible into gold for other pieces of paper
Coy] not € also not convertible into gold, and that the bank
fould a0, eCover the damages which it claimed because it
weps 1o :l_aym'ded any damage if it had taken reasonable
Noteg from ";:mlle the damage by distinguishing the good
Accorgin. ¢ Pad and refusing to pay the bad notes.
the. § to the evidence it was the ordinary practice of
wHoyg fa,ls?f(i) far as it had been called for, that, where a
£ rew tl; Cation of notes was brought to light, the bank
,fﬂsC noteSde Whole issue of nofes because the circulation of
tie en £Stroyed the credit of the issue. Therefore, i‘t must
b‘°“ of spy, 1at the necessary consequence of such a circula-
€ a with A 10Us notes as tool place in the present case would
ShThe Vasc:’;wal of the whole issue. .
fios 2 Gama issue was doubtless \\'1t.hdraw'n at very
ituda_ bU_t the justification for acting with such
& Und, o Which was, in his opinion, put forward with
Steat fals-f;"as‘ that it was already known that there was
o n;; Cation of notes going on, and the only way to
ng . Was to c1al crisis and the entire upheaval of the cur-
of OPDOrtu > Withdraw the whole issue, and that there was
delg W My of further delay because the consequences
falgr DOt o) too serious to contemplate. A vital factf w]as
digp e ion -y did the bank not know the extent of the
Sting 20! Of notes, but also that the false notes \\l’lcri'l n:é
0 . Irom the good notes. Bearing a 10,
xs:l,ly COur2§e§ in mind, hebthoughf that the bank took the
“’aue en it could in withdrawing the Vasco da Gama
nms nog li—plt did. Tt had Been contended that thé bank
No, have ‘:j)le to pay on the false notes and that it shoulld
tun?s' it hagne so, but when once it started paying the
ThY Of digg; 3¢ least for a time, no means and no oppor-
o :ArgUm‘ngmshing the good from the bad. _
Cayy Paper w_-,ent that the bank had merely exchanged pap(:;
Sajq for thes 4 fundamental point of the defence, and ld
g t;] at the 1Ost careful consideration. Mr. Birlett ha
for t € ney, Only damages recoverable was the cost of print-
on e Vagcnmes which had been handed out and exchanged
COony- Fact ?hf.ia Gama notes. That argumént was based
\"'«'tigl.'ble i at under Portuguese law the notes were not
iligy, M0 gold, and that when that regime of incon-
“ould end“was a matter too rémote to take into
Side rQl‘ur;]“ vidence had been given of when Portugal
» he diq to a convertible note issue, but, putting that
ty © In p, 10t feel able to accept Mr. Birkett’s conten-
‘I\hg The‘.ort“{{al the notes were the currency of the coun-
Q{rs%u]d ;\ﬂllld pl'lr(-h.’lS(\ commodities, in(‘]udlng gnl(].
H Duy foreign exchange, including s(erhn:{ or
the B 4o 4}, currency which was convertible. They
ane (At because thev had behind them the liability of
Caly é‘"d als ortugal.
1 in;lrm’ thz gcen suggested that the bank ought to have
"W rae befo Cposit of the Vasco da Gama notes for ex-
ting ¢ re they were honoured under the Portuguese
© deposit. On that point he agreed with the

view that had been expressed by the Portuguese legal wit-
nesses that the question of depositing the notes instead of
honouring them at once was neither practicable nor possible
and that the bank had no legal power to do so.

Question of Minimising Damage.

The next question was whether the bank might not have
minimised the damage by applying a simple test for distin-
guishing the bad notes from the good. In the early days
after the withdrawal of the issue the rush at the bank was
so great that the bank could not possibly have put into
operation the delicate, though simple, methods of discrimina-
tion which had been referred to. The highest that it could be
put by Mr. Birkett was that, if the bank, having presum-
ably acquired some general ideas through the investigations
which its expert had made, had thought fit to put certain
questions to Sir William Waterlow and his expert after the
existence of the forged contract had been discovered, the
bank might at least have obtained possession of a key by
which it could have distinguished the second issue of the
Marang notes, With the help of that, and with the help of
particulars of the unissued notes, the bank would have had
some check which would have enabled it to reject notes
which it was not bound to pay. If, having that cf'lcck, the
bank had chosen to honour notes which it was not liable fqr,
it would not have been able to charge Messrs. Waterlow in
respect of those notes, because by that time the crisis had
passed and the credit of the bank had clearly been estab-
lished. In those circumstances something ought to have been
done on the lines indicated to minimise the dangder.

No doubt, the period affected could only be the tail end of
the period given for the exchange of the notes, .but some
abatement from the bank’s claim must be made in respect
of it. With regard to certain other notes which were ad-
mitted to be Marang notes there had been abundant oppor-
tunity to investigate and examine these notes and the bank
was under no legal liability to honotr them. What had been
paid in respect of them was not the result of Messrs. Water-
low’s breach of contract.

For the bank’s failure to take reasonable steps to minimise
the damages he would malke an allowance in Messrs. Water-
low’s favour of 480,000. The total amount of the claim
was £41,100,281- Deducting from that the 480,000, and also
the £488,430, which, it had been agreed, was to be treated
as the sum recovered by the bank in the hqundanon_of the
Banco de Angola e Metropole, a figure of £531,851 W as_lef;
for which there ought to be judgment for the Bank o

al, with costs. ;
Pqﬁ:leg;lr;tering of judgment was postponed until the first
day of next sittings to give counsel the opportunity of
making certain submissions with regard to the exact figure
for which judgment should be given.

ANSWERS TO CORRESPONDENTS.

J. W. L.—(1) * Wages earned on making exports . . ;
lost when imports are received.”—This statement is MST('
on the assumption that international trade xs‘fundarr.lental y
an exchange of goods, value for value. In this case unp(:er
deprive the community of opportunities to earn w;}g(i’;h!qs;.
to the same extent that exports provide them. (2) ; nter‘i‘n«:
made cotton-spinning machinery in India . . . now e g

UL itish.”—VYes, it is the products that
markets hitherto British. ) you suggest. But we

5 ark as
hysically enter these markets, as you St ing out
P ssed the argument in the way we itk {torbetng & o
COMPpress 5 is a market-capturing

int that exported machinery : e1-ca <
ey ch is u}:‘d against the market exporting it. We

weapon whi r < o
':ridgblided for reasons of time and sgnu, to relplz\l'ct(:hcilllﬁr;:
=N ne a J sha ) y
i ine ¢ ; on our correspondents to s

1o ouliee SO pOtilulion of the Court of

rticle he cons 1
P. C.—Our article on t i ‘ oush &
Bank of England did not say that An e

irect f the .
B:SC(ézr;snans were directors bu-t tltzlt)f\}rr:1lesca{>f:' ﬂ[’]’w o
man interests \\‘erelx:a?rpetjén';li mr;ﬁn;((:;. ed b
g r‘f—;m;{‘)fs‘ggf;t?—r?x )“(5]1(;13 s‘t\utelment that the bn"l:lc:l ';1‘;3&1
te and re-lend @ credit previously r(‘(‘C}\'ﬂl fhed l;nt you
i i admission ’; and we are ,ur.p.rlt:ti nor“mf. of

'» been under the impression that we Were 18 Tanicrs
hme' ot that banks are continuously issuing new .“& 5
the f".d(,iv(: back old ones—or that we wished to "‘"0"1 "‘:
’ﬂ‘\cy the t (i\'l.l the outflow and inflow of credit at the bank
The ’;,O”z»(ms;:mt does not affect our position, which I.S‘lhi\t
i cs the new loans add to existing costs by their full
thrml' the recall of old loans does not subtract from exist-
':‘mm‘lne:ic by their full amount or necessarily by any amount
e ;|0 ‘( ») Major Douglas has not asserted th:n“.“ there is
2:)‘iix;1it to the vrmtinj] of credit by the b“‘"kf“ '_}“'" that
there is no technical limit to the amount they are able to
Henece your challenge: Why do banks discourage

create
is not an

create. ;
borrowing ? misses fire.
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GATESHEAD. Those interested in
SOCIAL CREDIT are invited to join a
Study Circle on Saturdays at 7.30 at
27, Windy Nook Road, Sheriff Hill, Gateshead.

Fred Tait.

A consecutive introductory reading course in
Social Credit is provided by the Jollowing sets of
pamphlets :—
SET A.
Comprising :—
Social Credit in Summary (xd.).
The Key to World Politics (xd.).
Through Consumption to Prosperity (2d.).
Great Britain’s Debt to America,
(Post free, 6d. the set.
SET B.
Comprising :—
Set “A” above.
The Veil of Finance (6d.).

Post free, 1s. the set.

CREDIT RESEARCH %I}ARY, 70, High Holborn,
N WG el VAR S0 hoTn,

THE “NEW AGE” CIGARETTE

; Premger grade "Virginian tobacco filled by
din cases made of the thinnest and purest
paper, according to the specification described
1 an article in this journal on January 23.

Large 4ize (18 to the ounce ). Non-smouldering.
Prices: 100’s 7/6(pos€age 3d.); 20’s 1/6 (postage 2d.)

Price Sor export ex English duty quored
on  minimum quantity  of  r1,000.

FIELDCOVITCH & Co., 72, Chancery Lane, W.C.2

(Almost on the corner of Holborn and Chancery Lane).

The Social Credit Movement.

Supperters of the Social Credit Movement contend that
under present conditiong the purchasing power in the
hands of the Community js chironically insufficient to buy
the }vhole product of industry. This is because the money
required to finance capital production. and created by the
banks for that purpose, is regarded g5 borrowed from
tiem, and, therefore, in order that it may pe repaid, is
charged into the price of consumers’ g0ods. It is a vital
fallacy to treat peyw money thus created by the banks as

chines, as at present, or of inter.
S arising from the struggle for foreign

¢t of industry.

This, of course, cannot be dope by the orthodox method

of creating new money, preyalent during tpe war, which
necessarily gives rise to the ‘¢ vicious gpirag of ir;crcased
eurrency, higher prices, higher Wages, higher costs, still
higher prices, and so on, The essentials of the scl;e;;e are
the simultaneous creation of mew money and the regula-
ton of the price of consumers’ 80045 at their real cost of
Preduction (as distinct from their dpparent financial cost
:lhllidef' the present system), The technique for efiecting
§ 15 fully described i Major Douglas’s books.

CREDIT RESEARCH LIBRARY

Books and Pamphlets on Social Credit.

BRENTON, ARTHUR.
Social Credit in Summary. 1d.
The Key to World Politics. 1d. o
Through Consumption to Prosperity. 20
The Veil of Finance. 6d.

COLBOURNE, M. y
Unemployment or War,
New York to order.)

DOUGLAS, C. H.
Economic Democracy. 6s. ed o
Credit Power and I)cmoqracy- 75- [uciioﬂ- 78. 0%
The Control and Distribution of Prod
Social Credit. 7s. 6d. Pa
These Present Discontents: The Labour
Social Credit. 1s. L 6d o
The Engineering of Distribution. dit (Reprifn®
Canada’s Bankers and Canada’s C';fe Gover™
Major Douglas’s Evidence at t
Enquiry in Ottawa). 2s. 6d o
The World After Washington. .
A+ B. 1d.
DUNN, E. M. .
The New Economics. 4d.
Social Credit Chart. 1d.
H. M. M. i
An Outline of Social Credit. 6d.
HATTERSLEY, C. MARSHALIH 2
This Age of Plenty. 3s. 6d. a6nd
Men, Money and Machines. .

POWELL, A. E. )
The Deadlock in Finance. 5.5'c g5
The Flow Theory of Economics. 3
SHORT, N. DUDLEY.
It’s Like This. 6d.
TUKE, ]J. E.
Outside Eldorado. 3d.

. ks [
Critical and Constr_nﬂﬁlva/

z Politics*
Finance, Economics, and === |

CONNOR SMITH. 1S
Where Does Money Com
DARLING, . F. BTk >
Economic Unity of the Empucl-0 JUnif)'
The * Rex —A New Money
2S. 58 Ww.
FOSTER, W. T., and CATCHX#»3
Profits. 17s.
HEWART (LORD).
The New Despotism. 21IS. i
HORRABIN, J. F. ol
The Plebs Atlas. 1s. higae
An Outline of Economic
e 5 . 6d.
MARTIN, P. W. .
The Flaw in the Price 5}'5‘)"”“' :
The Limited Market. 45- :]N‘\l‘p'
MeRENNA, RT. HON. REG T
Post-War Banking Policy. 7°

12s. 6d. (Procured fro

rty and

e From? it
redt
1d n“fhf 7

15t
iré |

GeogrtP

. e
Instructional Works 02 Finant
BARKER, D. A. pr ol
Coni g Crele- 35;(“ (Editor): g ('omr“‘""
(‘([-"E:,E-:\l:ii' (HOI n[:)ﬁf Guide to the W,C»"

the Day. 3s. London'
Addvess: 70, High Holbor™
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