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SUMMARY OF CONTENTS.

1—Tee FurpamenTal Facrs oF THR MONETARY SrruaTioN.

Increased supply of money. The gold standard replaced by paper standards. Relative increase of banke
deposits used as means of payment. Subordinste role of the scarcity of commodities. The rise of prices1
figures influenced by government interference ; paper _Bﬁggglevg.lq__igdepepdent of one ancther.

I1.—THE ProcESS 0F INFLATION.

Creation of artificial buying capacity. Effect on prices and on the quantity of money kept in circulation,
Bpecial importance of the supply of legal tender money. Loans and taxes causing inflation. Inflation as &
source of State revenue. Infiation in neutral countries. Inflation after the war, mainly caused by extravagant
government expenditure ; influence of certain forms of taxation ; and of a too low rate of interest. ,

¥ ITI—ErvEct oN TaE VALUE oF GoLp.
Gold driven out of circulation ; has lost a considerable part of its value,

IV.—Tue ENHANCEMENT OF PRICES.

An increase of the stock of money and & reduction of the supply of commodities co-operate to enhance
pricea. Meaning of the term * inflation.”

V.—INTERNATIONAL ExcEaness. PurcuasiNng PoweR Parrrizs.

The purchasing power parities essentially sltered since the outbreak of the war; represent the true
equilibrium of the exchanges. A rise of prices in one paper standard cannct cause a rise of prices in another,

VI.—AsNORMAL DEVIATIONS OF THE EXCHANGES.

Restrictions on the exports of a country tend to depress the international value of ita money beneath
the purchasing power parity. Other factors working in the same direction. Danger of the use of a paper
ourrency as an article of export, ’

VIL—Errrcrs 0N INTERNATIONAL TRADE.

With exchanges stabilised at the purchasing power parities international trade is independent of whether
exchanges are * high ” or “ low.” Pernicious eflects of deviations from these parities. Pre-war parities will”
never be restored and are of no importance for present problems of international trade. ~ An adverse balance of
trade cennot explain s lasting depression of the exchange value of the currency of a counitry ; nor can an
improved balance of trade raise this value above the purchasing power parity. T

VIII.—TaE STABILISATION OF TBE DIFFERENT MONETARY STANDARDS.

Primary importance of stopping further inflation. Necessity of a high rate of discount. Other restrictions
of the demand of capital. Increased gold holdings or improved State credit cannot raise the internal value.
of a currency as long as the supply of means of payment is not restricted. Such restriction cannot be attained
only by enactment of a rigid maximum for the issue of legal tender money.

IX.—ConsrqueNces ror StaTe FiNaNcE.

Neoeasity of restricting government demands for money. This involves cessation of all subsidies to
consumption and of all unnecessary military expenditure. Help from abroed sometimes necessary for
restoration of equilibrium in State finance. Guarantees against inflationistic finance required. Davger of o
festrictions of the vapital market without corresponding restrictions of the demands of the State.

X.—TaE PropiEM OF DEFLATION.

Futility of the 1dea of & restoration of pre-war prices. Deflation means artificial restriction of purchasing
. Practical posmbilities of such a policy rather narrow. Desirability of deflation. The question of*
resumption of gold payments. Depreciated standards should be stabilised, not abanddned.
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X1.—Tee Sranmisarion or IntEewational Excmavens,

The new normal rates. Every country has to stabilise the internal value of ite own money ; this would
lead to stable purchasing power parities. The stabilisation of exchanges at these paritias requires in some
cases foreign loans for redemption of currency held abroad and for restoration of equilibrium in State finance;
and genernlly a restoration of freedom and equality of conditions in international trade. Desirability of an
international agreement to discontinue all discriminating between foreign and inland buyers on the home
market. Futility of the idea of an international standard of money.

v XIl.—Tre Gowp ‘QuestioN.

Resumption of gold payments on the old basis possible for some countries. 8pecial importance of the
monetary policy of the United States. Desirability of preventing gold from rising in value. Importance of
a stable value of gold. Insufficiency of the present gold-production. Necessity of restrictions on the monetary
demand for gold.

XII1.—REOCONSTRUCTION.

Aggravation of economic difficulties after the war. Pernicious influence of protectionist interests.
Position of Central and Eastern Europe. Necessity of a thorough re-modelling of the external conditions of
economic life in these countries. (eneral pre-requisitions for positive work of reconstruction. The aim of all
positive measures of reconstruction must be the fullest development of production and trade. Provisional
measures for exchange of commodities. The organisation of railway transport in Central Europe. Other
ways of help. Importance of the developmert of non-European countries, and of some emigration from
Enrope. poriar g pme n :

XIV.—INTRENATIONAL LoOANS.

Loans for reconstruction can only come from current savings of lending countries; are a' form for
{ financing an éxport surplus of these countries. “Limitation of lending capacity. Consequent importance of
severé restrictions of the use of capital for reconstruction. The desirable increase in the supply of savings
requires increased production in the whole world. Attention should be paid to the interesta of the lenders.
Bearing of the indemnity question upon the question of international loans.



