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Why the Anglo-French
Loan Was Made

by Flynn Wayné

HE one event that has brought
the United States to a closer
realization of the distressing situ-
ation in Europe, was the visit of
the Anglo-French Comimission to negotiate
a loan secured by the total resources ‘of
two countries which have been g#larse
customers of American products.\, The
success of the mission recallsMhe/historic
circumstances in which BenjaminiFrankling
over a century ago, made his pleas in France
during the dark days of the Revolution ‘on
behalf of the young and strugeling Re-
public. It was early realized by far-sceing
men that the work of this\€dcwimission
would have a most impogtant influence
upon the world trade and “Mnternational
financing for the future.
When the Commission arrived, there was
a strong protest by many newspapers and
a host of eminent peace advocates, who
evidently did not understand the far-
reaching and vital influence of the loan in
fostering future trade relationship with
two nations that have been buying $750,-
000,000 worth of our products a year in
the past. This money was paid to the
United States for farm products and other
commodities. Reciprocally, we have also
been a large customer of these countries;
but since the war began., American pur-
chases decreased at a tremendous rate,
while exports to these countries have grown
by leaps and bounds. As a business propo-
sition, it was plain that these countries
could not meet the heavy balances against
them through the regular routine of inter-

nationallexchange, 4s this country already
held a stock of gold far beyond immediate
usesNafid furthergliipments of the precious
metdl to the Phited States would not only
be difficulsat unwise and hazardous. It
thereforéfremained for America to solve
the mproblem of taking care of these im-
pottapt customers.

Those in charge of the work quietly
proceeded to place the facts before the
American people in a business-like way,
and as these facts became known, popular
opinion became more favorable and the
predominant sentiment of the country
radically changed in a short time.

The interest of the United States was
not in assisting this or that warring nation
—it was wholly a business proposition.
In effect the proposition illustrated the
situation of one business man temporarily
embarrassed for ready cash, seeking eredit
from another upon visible resources, to
tide over a depression, and basing his ap-
peal upon patronage in the past, and prom-
ises to continue the same trade relationship
in the future. It was made plain that the
loan was altogether a proposition for
mutual safety and convenience—a plan to
preserve good times when peace prevailed,
and in effecting the deal, the United States
has emphasized its conviction that friendly
trade relations are a paramount necessity,
and that business, rather than bullets or
shrapnel, should represent the genius of
the age.

When the visiting members of the dele-
gation reached our shores they encountered
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BARON READING
Lord Chief Justice of England, who Read@d the
commission that arranged the $5000000,000 loan

the opinion of financiers and others not in
sympathy with their migsion. They saw
that editorials and articles, for and against
the loan, voiced a divided national senti-
ment. With Mr. Blacklett in charge of
the details, the objections and difficulties
were considered in logical sequence and
with an intelligence born of patience.
Under the leadership of Baron Reading,
Lord Chief Justice of England, a man of
rare tact and poise, there was a dignity in
every action that reflected the cool judg-
ment of the statesman as well as the jurist.
Numerous conferences were held in the
financial district of New York, and the
feeling of Messrs. J. P. Morgan & Company
and of all the bankers who would naturally
take the lead in a financial operation of this
magnitude was that the loan sheculd be
participated in by the country at large.
[hey felt that its influence in future deal-
ings of this character was important, and

therefore it involved much more than
merely supplying the moeney from one
financial center.

The Commission and their American
representatives made a journey to Chicago,
which was the storm center of the opposi-
tion, and also because the peace propa-
ganda was in high favor throughout the
Middle West. Then again_complications
relative to the decisions. ©f the English
Prize Court, which involved millions’ of
dollars’ worth of Chicagd exports| were a
tangle in the skein|

The mid-continent trip fo Clhiefigo was
an amazing{revelation to the members of
the Comymission. In a ‘shat with Baron
Readingy e told me _thatyit was altogether
one of the most impressive incidents of
thisy/hi® first tgdp\td America, and that
he now has legtnéd a great deal about the

wisihle andunlimited resources of these

Uniteds Staves” He stated that to find in
Chicage “a *gigantic and thriving business
andN\gnarket center, so far inland and
lgcated upon the borders of a great body
of water—a sea in itsell—and to realize
that this had all been accomplished within
a century, was almost beyond the compre-
hension of any European who traveled in
this country. With enthusiastic apprecia-
tion expressed in his face, belying popular
impression of the imperturbable Briton, he
stated that the more he saw of Chicago
and the Mid-West the more he marveled.
This enthusiastic and favorable impression
anined by the Lord Chief Justice was in
no way disturbed by the fact that the
Commission was confronted in the western
part of the country with poor prospects of
suceess.

The first publie statement from a prom-
inent man propitious to the loan which
aroused the people to the necessity of
prompt and favorable action, was from a
builder of empires in the West, Mr. James
1. Hill, whose foresight has been verified
in agricultural development. There was
no uncertainty in the message he carried
from the West to the East. The farmers
in the great West are beginning to realize
that the bonds are a security that serve
their needs. They not only draw interest,
but are available for a loan up to eighty-
five per cent of their face value at any
bank at any time. It furnishes the people
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an investment that is a liquid asset and
czn be turned into cash over night. The
fereign loan proposition promises to prove
a great benefit in liquidizing the savings
and resources of farmers for them to utilize
in making other investments, that may
come up from time to time, enabling them
to increase profits as farm production
opportunities vary with that of other
industrial profits. and the two are more
closely related than has been generally
believed.

In the pioneer work necessary to a better
understanding of the proposed loan, Mr.
Charles G. Dawes, president of the Central
Trust Company aof [li-
nois, proved to be a trail
blazer. He was the first
great banker to speak up
strongly and Lo unequivo-
cally favor the loan, by
coming oul squarely for
American enterprise and
banking independence.
His statement was the
most effective factor in
bringing the Middle West
to a true understanding of
what the proposition in-
volved, and when the for-
mal invitation came to
join the syndicate, he was
ready to act. In hisstate-
ment Mr. Dawes said:
“Banks are coming te
realize that this loan is a
matter of ‘America first.’
From the standpoint of
the commerce and indus-
try of the nation, it is
desirable that this loan
be made for the preserva-
tion of our export trade.
Should that trade be in-
terfered with, our growing
prosperity, now well on
its way, will, in my judg-
ment, be jeopardized, if
not destroyed.” He
stated that while his own
bank is neither pro-Allies
nor pro-German in its
sympathies, it would be-
come a subscriber to the
foreign loan, which being
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an external obligation constitutes practi-
cally a first lien on the resources of the
people of England and France, customers
of the United States, and there was no
doubt as to its absolute safety. Mr.
Dawes made a still stronger point in de-
claring that patriotic and neutral American
citizens would not in any large numbers
resent any action taken upon a sound
business basis, which was unquestionably
in the interest of our owfwmation, te.
which we owed our first allégiance”and
devotion. Mr. Dawes' (gonvictions pub-

lished in the papersdon) September, 30th,
had a magical effectvand especially’ when
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it was announced that he was ready to
take £500,000 of the loan.

[t was during the conference at Chicago
that the calm manner of Lord Reading
was most impressive. He left with only
expressions of personal pleasure over the
reception, and expressed himself as being
highly pleased with the result. A canvass
of the banking houses of the west and the
meeting in Chicago brought most gratify-
ing resulls, despite the ominous frigidity
toward the loan at the beginning, The list
of banks that participated includes those
located in every important financial center.

The usual attitude of western bankers
toward all foreign or external loans is
generally known among American finan-
ciers. Consequently this breaking away
from old-time sectional prejudices is in-
dicative of the cohesiveness of American
financial interests unitedly supporting in-
dustrial and agricultural operations of the
country.

These Anglo-French bonds run for five
years, bearing interest at five and one~Half
per cent. They were placed on thesmarket
on a basis of ninety-ecight cemts\on the
dollar. The terms of payméntwere: Ong
half on October 29, and the other half ©n
December 3. The bonds are dated”€e=
tober 13, and the syndicate members‘suh-
scribing for them made their first, payment
on that date. Twenty-seynSstdtes and
sixty-nine cities are represented by the
banking and financial hougesithat have the
bonds for sale, and when the contract was
signed by the sixty syndicate managers,
it was felt that a notable expression of
Yankee business judgment had become a
matter of momentous historical record.

Lord Reading stated before he departed
from the United States that he had en-
joyed every minute of his stay in America.
He told me that he would like to have
remained longer just to visit among the
people of the United States, for whom he
had formed even a deeper and more pro-
found admiration than ever, but he felt
that he must return to look after other
matters at home, of great importance.
There was a happy expression on the faces
of Baron Reading and his conferes as they
waved good-bye from the deck of the
American steamer St. Louis, feeling that
they had been successful in their mission.

WHY THE ANGLO-FRENCH LOAN WAS MADE

When Baron Reading, Lord Chief Justice
of England, visited Washington and wallced
into the Capitol one October afternoon,
accompanied by Chief Justice White, it
was the third time in the history of this
country that a foreign jurist was honored
with a seat on the bench of the Supreme
Court of the United States. In 1883,
Lord Coleridge, then Chief Justice of
England, and Lord Herschely British Lord
High Chancellor, were honered in the saine
way by the Supreme Cotrt of the United
States. During the sday~Baron Reading
alled at the White, House and hadla talk
with President™Wilson.” His.manner and
comments were éxceedingly interésting, and
for the time all the worriment and trouble
incidental “fo the financial commission
were Jorgotten. _«His’ appreciation of
Ameriea and American institutions was
ever apparent, @nd everywhere he went he
made friends™ for his country. Baron
Reading also represents the distinguished
strain of ‘Hebrew blood that furnished to
England a premier in Disraeli, Earl of
Beaeonstield, and many others prominent
in the financial and public life of Europe.

When the loan bill was introduced in
the House of Commons by Reginald
McKenna, Chancellor of the Exchequer,
it was ardently advocated by John Dillon,
the famous Irish leader, who declared that
the loan was an indication of the broad
spirit of America. He insisted that it was
more than a business transaction, and the
rate of interest indicated that the United
Btates was unwilling to take advantage
of war necessities. The fact was appreci-
ated in England that the American people
were not accustomed to make large ex-
ternal loans, and that this transaction was
enlminated despite formidable cross cur-
rents of public opinion.

Over five millions of dollars are being
paid by the British Government to the
wives and children of soldiers serving
under the colors, but England’s ability to
pay her war debts was fully vindicated
in a statement by Mr. George Paish,
editor of the London Statisl, in which he
showed that in 18106, at the close of the
Napoleonic wars, Great Britain, with a
population of twenty million, had an
accumnulated wealth of twelve billions, and
an income that did not exceed one billion,
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five hundred million, and a debt of four
and a half billions, which called for eleven
per cent of the nation’s gnnual income to
carry the interest on the debt. This four
and a half billion obligation in 1816 was a
dead weight indebtedness, and yet the
British people experienced no difficulty in
meeting the burden, which was then equal
to over twent-five per cent of the nation’s
gntire income. [t was felt that an outside
ioan would enable the nation to avoid all
enforced hardships on the
poor people which they
had to meet in former
times, An old eountry
with an established popu-
lation, having a great
fund of wealth accumu-
lated through the centu-
ries and possessing great
systerrs of highways and
railroads, has resources
that naturally could not
be open to younger coun-
tries wherein population
{s small and values
fluctuate.

The complete success of
raising the amount of the
present Anglo-French loan
has already had an influ-
ence in steadying the ex-
port trade. The offer of
the bonds in the adver-
tisements in the news-
papers was in keeping
with the procedure that
has characterized the
work of the Commission
from the start—fair play
and open-handed public
negotiation. Some of the i
editors are now re-reading their early
editorials, and have tempered their com-
ment after the success of the undertaking
was assured, and its purpose made per-
fectly plain to the people. The resentful
comment that the United States could not
borrow money in England during the Civil
War without collateral, which drove gold
to a premium, served after all only as a
good argument for taking hold of this loan,
in order to eliminate any likelihood of gold
panics abroad, which would naturally
affect business in the United States.
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The results have clearly proven that
the loan is not of a partisan character, in
spite of the fiery opposition.

A closer financipl co-operation between
all the nations of the earth will be one of
the results of the war, however it may
terminate. To have denied the integrity

and financial responsibility of nations like
England and France at this time would
have been a dangerous precedent for the
future of our own country,

It is well, in

times of peace and prosperity, to remember
that “pride goeth hefore destruction, and
a haughty spirit before a fall.” As the
details of the transaction are becoming
better known, and as its broad purposes
are widely announced, the American
people are to be congratulated upon the
sturdy and firm common sense and patriot-
isin of those financiers who insisted upon
a broad and ready expression of faith and
optimism in the welfare of the world.
The American mpation has again been
tried and not found wanting., To those
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who believed our great financiers—our
Morgans, Harrimans, Rogers and others—
men who set the tremendous business pace
of the past generation, marked the high
tide of financial development in America,
there is a new thought coming. No one
could survey the world crisis through
which we have passed, and the part which
America is playing, without the conviction
that a still greater work has fallen upon
the shoulders of the succeeding generation.
One has only to visit the great money
establishments in New York to note the
new trend of affairs. The old time oaks
of the financial forest have passed away,
but their places are re-forested with strong
young trees that withstand the conflicting
currents in the whirlwinds upon exgport
trade during the world’s war times. Where
great oaks might have snapped with age,
these hardy successors only leaned with the
storm, to straighten again—and the world
marvels at their strength.

The statement signed by many prdmis
nent men and published widely .in, the
newspapers give a comprehensive andvcon-
vincing review of the probable effécts of
the loan, and good reasons are advanced
why it is based on sound business policy.
Briefly, it was stated that the loan means
to the United States:

1—That not one dollar of the money loaned
will leave our shores.

2—That every dollar will go, directly or in-
directly, to some American farmer, work-
ing man, merchant or manufacturer in
cash payment for foodstuffs, clothing, raw
material, labor and manufactured products
that the English and French people need.

3—That there will be established in this
country a commercial credit just as im-
portant to us as to England and France
because it will be used to increase our
trade and permit the outflow of our sur-
plus products,

4—That this country finally recognizes that,
in order to further American trade, it
must become a creditor nation, giving
credit to any solvent and friendly nation
that may be entitled to it.

The loan and the incidental discussion
served to bring home to the American peo-
ple the fact that the combined population

of the countries applying for the accom-
modation is approximately 100,000,000,
the same as that of the United States, and
that a billion dollar trade balance against
our country would not be considered a
situation that would preclude us from
foreign credit. The United States is not
the only purchasing market ayailable to
Great Britain and France, and il order to
retain the trade of these countries, we must
manifest the same cordial‘business _relas
tions as exist between manufacturér and
merchant or produceén and (cofisumer.
Applying the strictest banking testypfeveals
the fact that, the\securitysis, over two
hundred and‘séventy times greater than
the face valuenof this hond issue, since the
combined wealth of the two nations is one
hundred and thirty-fivé billion dollars, on
which, a*first lien ig iven for five hundred
million dollarsy” increasing their indebt-
€dness only/two and a half per cent. The
total internal debt of Englani and France
is under twenty billion dollars —less than
onel yéar’s income of the two nations.

"Bhe successful culmination of the five
hunrdred million dollar loan marks the
opportunity that unfortunate Europz has
thrown before our doors. To those who
would “ostrich-ize”’ the nation at such a
time, there is little to say, for their heads
are already too far sunk in the sand to
listen to the voice of reason. It is generally
understood that America cannot ignore the
war, nor refuse money to such of the na-
tions as might seek it in a business-lize,
legitimate manner. To do such a thing
would harm our own nation irretrievably,
should it find itself in similar need, All
the arguments for strict neutrality bear
out the position of America in this much
discussed question. It is a matter of ad-
hering strictly to the fundamental tenets
of international law, as laid down by the
nations while assembled in peace, rather
than endeavoring to inject new interpre-
tations that might succumb to the whimsg
of prejudice and passion which are always
dangerous elements in making business
transactions,





