77DO NOT TALK IN
WARNING TO AUSTRALIA
Advie of Proessor Gregory
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leeture. The three earller have nlready been published,

| For the remaihder of this lecture 1
want to discuss possible remedies, not
for the ehort period fluctustions, but for
the long period fluctustiohn, I hope

I may say ono thing perfecily Irl.n.k.l{
to an Australlan audlencs, Since

have boen in this country, which i3 not
ro wery long, 1 have nhoticed & distinct
tendancy to um.;u that a ltte amount
of | infla would not

tralia very much harm. I huge I may
ba permitted to say at least this about
Ausirallan problems, that local Inflation
in Australia will not help Australls In
the yery least, for two ple reasons,
In the first place, you remember the
nititude of the muan Dickens described
rather frequently, who used to take off
his coatl And anpounce In a very loud
voloe o all and sun thilt when ho
had taken off his coat De was preparcd
to Oght, but who never did fight. Why
did ho not do s0? It was becauss the
other feliow knew, of course, that he'
had not the falnteat Intention of doing
it. If you take off your coat, and an-
nounce to all and sundry that when
¥you get into ofMoe, or whan your frienda
get into office, you propose to double
tha Australian note ® You will not
secure tho alightest succeas when vou
do get into office, becauca unfortunately
you have told ﬂrrj'b-ni-lir of your good
(or bad) Intention. vou are going
Lo announce beforahand to every man
woman, and ¢hild In Ausiralia that,
when you gét into office, you !gmﬁ-ow
o cut the value of money alf,

evervone with senme Is solng to
Jolly good care that .
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ver of people who have no sense like
to follow thelr nelghbors—will reca
from the conscquenoos of Inflat Ecj'
converting their Hholdings of money.
which will fall In wvalue
takes place, into something which wili
rise In value in the event of tnflation
gocuITIng. Now, course, the
Smplest way by which you did that
in the good old dayz of European,in-
fation was that you went to an inho-
cent banker and bought dollars, and
you pald for them two or throe months
affzrenards when the walue of your
iocal currency had gone down.
were the poople who used (o be called
"Valuinsehweine” or speculators, In
the German prw people  who
mpeculated In  exc ), Ot course,
m MAY Eay (o me, "Well, Australian
:kar® are not polag to sell exchange
to wrak-knted persons of that
who try to convey monmey out of the
ainiry, Austmllan bankers nre golng
0 Furm;.- a policy of rectitude.” That
vill not save you In the least, becauss
10 ane haa yet been elecled to Par-
lament, even in Australia, by saying
hat If T have £100 I may not use tha'
1100 elther to buy wool, wheat, Jolly-
Xopa, or o bit of garden, or what not

Resulis of threatening Inflatlion
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te on th
and bafrow on the other. theéy wiil, In
fact, have nothing to do
Therefore, altho 1 xay
lttle dose of Inflation which  some
people recommend in this country has
8 very attractive air, I belleve that 118
ultimate consegquencea would bo fatal
not only w0 the banking stabllity o
Australinn  Institutions, byt 10 the
ordinary progreas of thls couniry In
avery dlirection. That Is all I want
to permit myself to say on the subjeci
of your own local problems,

Uses of Gold

Let me get back to the wider prob-
lems. What can the world do as i
whole to prevent this instability In the
urchasing power of monuy? & prob=
em of prices Is prim a problem
of how to manage the gold standard.
In 1 easénoe, looking at it as an A0
nomic problem, it is simple enough. The
Fnld problem rests upon the three fol-
owing foundations:—In the first nlaca
you have a certaln vialbla volume of
gold production. Evyory year the gold
minés of the world turn out 80 mtch
old. II the price level falla, ab it ia
alling now, the quantity of gold which
can turned out gots om  lncrods-
ing. II it rises, the quantity of goid
goed on falling, but uitimately gold
production Is governed, ad varions orle
tcs of the smandard sate, by the
chanpes fortiines of nalure over
which no man bas any On
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the puar-
poss of hoarding. thuyearrﬂlﬂ.
and give them 1o m&lﬂm who some-
times wears them. t has no direct
effect on the price lovel though a
powariul ndirect effect. people were
o glve up we Id s earrings, or
using It as den lings, and if the
lern potentates ceased o keep the
celiars beneath thelr palachs stocked
with gold, there would be 860 much mnre
gold for the third use, which 18 mono-
tary. Before the 1 &, gold was actoally
In circulation as an overyday of
the aupplies of the world, but 'ﬁ"um
madern world the only monetary use
which gaold possesses In to be staeked
in the cellars and vyaults of ths varl-
Ous central banks of the world.

Gold In Central Banks

The quantity of gold which the cen
banks need keep against thelr thlllm'
Is & matter over which the central banks
taking them mltogether nt any one pui
tieular moment of time, have complete

the modern world, In which
5 no lamrl ﬂmmdrﬂulnum, all
whole of the gold “mm?mmt —~
o sl Shaes e creey BBl e
international balances of - muilht:

which sometimes arise. If you have a
In Australia, in England, or the

nited States of America, do not
meet that pani¢e by the ban unlock=
all his vaults and FOYVO=

e aver the counter, You meet the
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