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AMERIGAN.BONDS IN EUROPE.
el i T .

Why 'th'cy‘ are at Such a Low
Hate—the ray Interest on State |
Bonds in Currency and its Effect on
American Credist Abroad.

[From the London Time-, January 16.]

The publication of Mr. McCulioch’s Report on the
Federal Finances, coming, asit did, soon aiter the
issue o1 & new Kussian loan, must have excited a
ques:ion in many minds why the securities of the
United States and of the Russian empire shouid be
ueld m such dierent estimatron by nvestors. Toe

brice of Russian five per cents. 1n the Englsh mar- %

Ket 15 above 85, at whicn rate of purchase tue in-
Yes or obtalns someuuing less than SiX per cent.

(Precrslecy B Ay

interest on s money. The price of the American
five-twenties or s1X per cent, bonds 18 72, which |
Loakes the rate of Interest on 1avestment just eigat
ana a third per eent. The aifferencs in the raie ol
nterest 18 considerably more than two—in 14
Learly 1wo and a hall per cent., besides which the
ove-twenty bonds are payable in less than Lwenty
7 years, woen the hoider purchasing at the present
prices wili receive by Way ol bonus an addition o
move than a third to ms capiral. This discrepancy
1s at first sight not e:sily ntelligible. The social or-
der of Russia, as of the States, nas undergone a vio-
lent change within a very few years; the aoolition
ol serfdou 18 a fact no 1ess 1mportant 1ban the ano-
Iition of slavery: and a body of discontented nobles
may be pu against the mass of sul'en planters in tne
Southern states. It tne staviliry of tie nstita 1008
of smerica be no* thoroughly assured, no one can
pretend .o say thal the social and polriical condi-
tion ot Russia is one whiL more firmly fixed. sut
We proceead from a general survey of each country Lo
a detailed examinauon ot their finauces, our per-
plexicy m:ght fairly ncrease. Mr. McCulloch can
truthiully boast that he is reducing the Awmerican
debt, and he can point to circumstances which
promise that the reduction shall continue. The Raus-
sian loan which was negotiated a month since was
raised 10 cover a deticiency in the ordinary income
of the empire. There was a difienity 1n providing
for the interest on pre-existing debts, and the fands
necessary for their payment were at length obtained
by tlie creation of fresh obutgations.

Bow comes it, then, that the secari ies of the
United States are thus by comparison discredited?
We believe one explanation of the ditficulty is to be
found 1n tne 1act that the warket was flooded with
American securities within an ipcredioly short
8pace of ume. Five-twenties to the extent of
hundreds of millions were issued wihim a few
mwoutks. This, however, ought not to explain the

ifficulty 1f the mobllity of capital were as great as
positical economists represent it to be in theory.
Two forms of invesiment of equal security, but otfer-
Lg unequai raies of interest, being in the market
the luvestor ought to sell out of one and buy 1n the
' other, unsil their prices approxmmated 8o that the
rate of in'erest show.d be about the same. Prac i-
ca;'ly, this does not happen. The well known phrase,
* ‘permanent investors, ”” points to the characteristic
of the ordinary hoder toanide by the security he
has ehosen. Hence 1t follows that Invest.
mwents in -American securiiies must to a great
extent be made out of savings, and it may be
expected shat prices will rise as the savings invest-
ea accumulate. But it wouid be atfectation to pre-
tend that tiis explains ali the apparent difereace
the credit of the American and Russian govern-
ments, It mast be acknowledged that there pre-
vails a certain distrust of the fidelity of the Ameri-
cap nation in keeping its engagements, and 1y 18

(lf&u? 50@/%/
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Well that Americans themselves siould know the

Seasons which excuse, if they do not justify, this
;] disirust,in order (hat they may do all in their power
to remove tuem. Inyestors ars an imuative, a gre.
£arious poay; they., fogether, ana mspire each
0 Ber with coufides  ORe season und with sus-
b1cion at uno‘hers . Maghe has been bitten all take
1he aiarm. . We sieio ‘surethag the oid acts of re-
Pudiation do “net ¥éven: A" deter capitalisty
Irom trusting the Americd  narion.  Araeri-
cans may B2y witn pertect " irush
that these dishonest tricks were lor the mos.
pari comwmiited in the South. buat we are Lere oaly
relerring to a fact wiich nay or may no. be wholly
unressonable. If.ere 18, no~ever, a more recenr
an€ g justifiable occasion of saspicion. Englishmen
| Bad alwost learnt velore the late war to lofget

the bonds of Alabama and Misgisgippi, ano dad
apain invested iargely 1n Srate secari 1es. TIhe war
cane, and interest soon cesscd to be pald 1a the
South, 11 consequence of ajorce majeure of which
1o credicor could complain, But the boadholders of
the Northern Suates found that they did not escape
4 unecathed. Congress bassed an act autiorizinz

A ii convertivle baper, and declarsd
i RACL.  Every State tnthe North, with
the Tonorable excepion of Massachy e aviaful

WU AMONG the failhileds 70w 1P prompr.
Wy orihis law, and paid laaﬁ' creditors in @ depreciat-
ed currency. - Thus the ‘Engl'sa craditor who nad
lent $1, 000 dollars 1n goldiot

pupon the promise of 6 p

that is, of
ed §60
arone rme no more than $24 in £0ld, ano even now
i3 very little more tnan $40, Worse than thig, if the

Gl G leton Goone Ree K Bcece i, 5
0 S Bl 2 D d BTl Ve 75,




ing from two-fiths t0 Lwo-thirds o
leut. Instead of getting back Lis tbousand gold
dollars, he recetved from four 9 SIX hapdred. 1.18
true that a protest was raised 1a America selt, Th2
exawp:e of Massachusells #as and is a sranding re-
buke, and We believe an offer was made o the Sta e
of New-) ork by some leading merchaats and nank-
ers of New-York City to lend wrarever sum might be
necessary to make up the difference belween cola
and ' paper upon recewing a promise of re-
payment on tue terminalion ol tie war.
Haa it been a question of personal Lonor, e
ofier would have been accepted, 1, indeed, i;could
u toat case bave been tound necesssary; but tae
woraluy oi a Legwiature 18 determiged 0y 1'8 WOIST
members. lhe ofer was deilued and every cred-
) oI of New-York, ol pennsylvauia, of linots, oOf
Julo, apd the resc was mulcted of his just claims.
If \ue tola: sum thus” kept back from Englsh cred-
i ors were made up, 1L _would make a_iormntdable
{rem 1n any international settiement. Tie eiect.o!
the conouct of each Sta'e on: tae cregdit of the aatioil
is, however, tne polut L0 which we would now cali
atieution. If every single Siate Withdrawsiroma
contract what surety is tbere that the aggregartion of
St.tes wiil De faithtui to their promise? This 18 t1€
\uought which excites such an ugi§ doubs
a8 10 the terms on which the nve-twen-
ties may be ultimatey redeemed. Tne Act
which crealed these securities provided —hat
nterest on tnem should be pala 1n gold, ut made
10 Provision with reierence o Lie repayuea . ¢i tne
auswer to an inqoiry of some New-YOrk bankers,
that he and his predecessors bad alwass celd st
these bouds must be redeemed in coin, and that
ti o:e ‘'which had matored tad been S0 paid. As
long &8 Mr. McCulloch 18 Secretary ot the Treasury
we nave tbe iullest contidence that he will persevere
a- Lie bas began; put we caunot forget that he sug-
gesied 10 Longress iest year a short &ct setiiug the
questivn at rest, and ‘ha:. Congress 100K no no.ice ot
| the suggesaon, Ouwer financiers may. arise dufer-
g iroin the policy of wr. McCutoch, aod tbewr
ecourse Imay be sustaied by Congress and the
uatlvnal opinion. In 1acs, there bave not been wan.-
1ug alreavy argumerts advanced by persons of
authorl:y agaiust the practice o1 redeeming she dve-
twenty Lonas 1n coin. We hope—we oelisve—
thdt sucn arguments will not prevail; but there 13
enpugh m the practice of tae pust and in the reison-
ing current in tne preseat to saow DOW loosely tne
gaRCILY Of & CON'TACT 18 ragarded 1n Lhe States, We
way cite a8 @ notatle insiance a recommenda ion of
une 0: Mr. Mcluiloch’s own officers. Lasy year ine
the Secretary of the Treasury appointed with the
sapcuion of Qongress, Commissioners (0 luqure
iLto the revenue of tne Union. To a r. Hayes, of
Ilhwots, was commiited the duty of inquiting 1nto
the management of the public debt, of sinking faads,
and of taxation in geweral, and Mr. Hayes made
nis report some montns since. It 18 wed known
that the federal nonds are epecially exempled
trom State and municipal taxation, and Mr. Hayes,
m tbhe course of his review, had to notice tois
fact. He pointed out, however, tnat, tecougn the
bunds were exempi from Siate taxation, they
remained subject. to ine taxing powers of Congress,
and e suggesied thar, tor the parpose, as he caliea
1. of ‘‘equanzing taxation,’ Joogress should im-
pose upon.these ponds & laX equal to tne state tax
from which they are exempt. Mr. Hayes wonid
observe the promised immunity in form, but take 1t
away In subsiance. It 1S dificw.t to 1magine the
perversity which could sanction such a proposi ion;
yeb1t was aelibera ely wade by & man speclaliy
charged wirth tpe investigatiton of the funding 8ys-
temn and taxat.on of the Union, and, as we may
suppose, quailtied to 'ake into account those mo-
rives o1 policy, 1f nut 0 justice, which make tae op-
scivance of contracts necessary to the credis of a
nalon

Au examination of the causes of the comparative
depreuation of toe Unitea States securifies 18 not an

consists 10 a 1arge exient of bonds bearing interest

funds to provide for thewr payment  thai
McCulloch suggests the 1ssue ory bonds specllﬂt.[lfi
acapted 0 1ne Kuro.ean market, by a provision
tha* interest on them stau be paid in London., Such
& provision would, doubtiess, be useful, but expe-
dients far raore efiectual toward obiaining money on
easy termson this side of the Atiantic could be
found 1u tue removal of the causes whicn intect
Anerican credit with suspicion.. The least ihab
showd be done is to puss an act declaring the five-
taenty bonds :0 be redeemanie only in gotd, and a
public re;udiation of the suggestion made ﬁy My,
Hayes would not be unadvisable. It i8 probably
vain 10 supj0se tnal the se,.arate States will repent
of their corduct, and make up to their creditors the
sums ot which tiey have been deirauded by rhe sub-
stiution ol paper 1or specle  We are, however, per-
suaded that sach a resticution would be an act ot che
striciest eccnomy as vwell as of justice, and the etfec
upon the credit of the federation  would be propor-
t.oually greai. The confidence of investors in 1ts 1n-
tegnity wonld be restored, the rate of interest de-
manded for loans woulo dethine, and the weight of
tederal taxation would be hglitened.
—p—eee— .

priucipal. Mr. McCulloch aec:ared lass monta,

v T s ey by
o TRy gAY Y )

idle or merely curious speculation, The federal devt .

al 7 3-10ths per cen’., and redemption of wuicu I8 -
obligatory within a very soort period. It i8 to raise |
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' 0. H. PALMER, SEC'Y & TREAS'R.

J. H. WADE, Presmext. EXECUTIVE OFFICE
H. SIBLEY,

WM. ORTON, ; VICE-PRES'TS.
N. GREEN,

Western Nuion Telegraph Gompany,

145 BROADWAY, NEW YORK.
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JAMES &RAKER, President. CAPITAL $100,000.
¢ H .MCKINQ’!‘RY Cashier.

Slational Spraker %mﬂk
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