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End of Professor Greg‘ogy’s Lecture

We publish below the concluding section of Professor

Gregory's
that the germ of a new order,
national co-operation In

is to be seen in the creation of the

The earlier parts of his lecture have

Sottlements at Basle.

lecture on International Finance. In it he declares

which may bring real nter

the use of credit to stabilise prices,

Bank of International

already been published in “The Advertiser,” the first appear-

ing last Tuesday.

1t you look at the balance-sheets and
the constitution of the majority of Lhe
central banks in the modern worid, yoj
find they are required to keep a certaln
minimum reserve ratio against liablli-
tiss, For Instance, ths Federal re-
serve system is required O keep ac-
tually in gold against any note issue
a minimum of 40 per cent,, and agalnst
deposits 35 per cent.; but, In Iact, i
ever there were an internal panic in
the United Siates, It would be met, not
by paying out gold over the counter,
but by paving out more notes. The
only reason Whi the Federal reagrve
system wants to keep all that, Is in case

it has to make payments, or in case |

the American money market s n whole
has to make pn:;menu. to other parts
of the world. t does not require It

{ but for Interna- |
‘Upon these very =imple facts we

sconomists rest the whole of our case
for the International functioning of the
central banks In the sphere of monetary
latlon. We gay that if only they
will adfust the value of credit to the
price level,. instead of a.djusun§ the
price level to the value of credit, they
can exért & pressure In the direction
of stabllisation. You may ask how
can they do it. They can do it by not
worrying 1f they happen to hold only
25 per cent. of gold against the liabill-
ties, Instead of 35 per cent., In other
words, as the price level falls, you work
it back towards a position of greafer
stabllity by increasing the volume of
credit against a glven gold basls. That
ls the only way in which the central
banks can affect the problem, but Ui
they were to do [t ¢ would afTect the
problem in the shortest posalble wav.

Different Types of Bankers

Why do they not do 1t? The ADSWeT
to that is a very complicated one, Let
ma indleate two reasona at least why
this 18 not so casy as it looks at first
sight. In the first place, there Is a

a very large number of ceniral banks

reduction of rescrve rallos, by the re=
duction of bank rates, the purchase of
securities (n the open market, and wha
not—to increase the volume of credit,
and therefore ralse the price level, bu
it would be mere affectation o -
tend that this is not a process which
may take much longer than people

think.
Heartbreaking Problem

For instance, the New York slump
Is already cleven months old. It came
at the end of October, 1029; neverthe-
Jess, In spite of the fact thal overy
central bank {n the world hHaz been
pushing its bank rate¢ down ever since,
and that bank rates nre etill falling,
prices are still falling, too. In other
words, there Is a time lag In these

_ d 1t is sometimes of very
have not only to face certain techni-
cal difficulties of co-operation between
the central bankers, but you are face
to face with the difficulty that you
miust not expect a very intricate, a very
highly integrated and complicated mod-
ern economio aystem, to respond to thoe
efforts of centrnl bankers as eonsily
a3 o modern liner r nds when yon
turn the wheel o litile bit one way or
the other. Il economic life were A8
enxily adjustable as that, it would
n highly delightful and very satlsfac-
tory thing: but, unfortunatcly, econo-
mic svatems are much more rigld and
less amenable to direct control thap
ont would think at frst sight. 1 am
convinesd In my own mind that the
problem of oprices, if it is going to be
solved at all, must be solved by the
agency of central bankers: but I am
bound to admit that the procoss
salving this partieular problem {a much
more heartbreaking than ¢ appears at
first sight.

Germ of New Order

For all thesa reasons it s just as
well that there has been created one
agency, which, in the course of years,

i the world, and some of them am | certainly not in the immediate future,

governed by

others. Tt s no use mbling abous
that. but the fact remains that the de-
gree of intelllgenca possessed by c¥n-
tral bankers is not evenly distributad
amongst all of them., There arg somo
of them, like ths governor of the Bank
of France, who think that it is ths alm
of & central bank to accumulate, in
thn course of the financial year, mode
gold than is actually produced in the
vear, and available for additlon to tae
monetary stock., II i.'uu have that
kind of central bank, it is quite clear
it 18 no good for economists to gO
around preaching tho virtues of dis-
gorging the quantity of gold you pos-
sras.  II all the central bankers were
like the governor of the Bank of
France, gimply could not attempt
co-operafion at all, In the second
nlace, even cortain cenlral panxers who
possess n high degree of intelligtnce

hich s
ves.

52

or
tral banking world Is {0 accure the co-
operation of the Federal Resorve Sys-
temn with the rest of the world In &
combined and definite way., Thia ro=
flcets no ducmdit&?& u the direc-

tors of the New o Bank,
who aro asslsted a hizghly competant
econiomic and atatlstical stafl, who

ars
Bﬂrl’ml normal and well-educated
uman belngs.
Influence of Politics

lorhmmli'r. they are surrounded
qnhnﬂu masana of voters, who

I Intelligent or highly edu-
Hﬂi‘ who vory nmmrnbjtnﬁ:
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ersons of very much less | certainly not
seanomic intelligence and foresight than | months, but in the lon

DE- fonce u.r. One | the
mamﬁt m%m.tm- '

in the next twelve
run, may help
1o overcome some of thess difficultiss,
That Is the institution that was created
under the last definitive r tions
actilement, namely, the so-calied Bank
of International Beitlements ab Basle,
The Bank of International Bettle=
ments, in the first Instance, war
created W take the place of the
old reparntions machinery, by which
CGermany transferred Teparations 10
her European and her American cradi-
tors; but the Bank of International
Settlements contains ths gorm of &
very f{ruitful institution, namely, 1t
containag Impliel the ldea tha: the
central banka of the world &hould havo
for themselves a oentral bank  with
which they should all bank. Jyst s
the commercial banks of a countes, by
banking with thelr ceniral bank, can
economise reservos, so, if all the caéniral

Enl?ﬁ of I&h& world ':Ra l'g keep thjﬂr
w [ '
entire gold stodks . Ban

gold reserves. f course, I nead. nat
conceal from you that wa are vooy [ar
from the day when the governor ol
the Bank of England. and particulasy
the governor of the Bank of Frinoe
will be willing to transfer the whals of
thelr ﬁiﬂ resorves 1o the keeplng of n
new ttution (n Bwlsa larritory.
There s the germ of a new Interna-
tlonal central banking order In  the
ereation af tha Bank of International
Bettlements, Uut 1t ix only a germ

N i

||r|-
- "
TII’I": ‘1-'-1-.

dar t: - =

"I '1-__“1_-!.'1.-!1"#-':"-.' -

o B ’ dll:l Ill'r!‘\-.-%r'n hi‘;-!l-"-
e st e 2 Ll

\. -I.‘ &

: ."-'.q.'l ;
L X 1 ‘.-‘J



