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Viscount Hayashi, speaking not long ago
at Tokyo as Japanese Minister for Foreign
Affairs, expressed his surprise at ‘¢ the sue
picion prevailing abroad, even in high cireles,
concerning the alleged miiitary expangion
and aggressiva poliey of Japar,” Sneir sns
picion, he declared, was dus 1o ** netonizhing
ignorance of the real couditions in Japan.”
No statement by Vissount Hayashi ean fa'l
80 be received with respect in this country,
The charmiug persouslity and high character
of the former ex-Minister to Lindon won for
him universal regard and confidence.

A REMAREABLE BUDGET,

It is undeninble that there is a eartain
amount of uneasivess existing to-day regard-
ing the immediate outlook in Japan, The
high hero worship of the early days of the war
wag bound to be followed by a reaction,
That reaction has been helped by three things;
the continuous rize in Japanese natiousl
expenditure, the rezent incresse of the Army
aud Navy, and the wave of speculation now
passing over commercial Japar,

Avy other country presenting a Budget
sach as that of the Mikado's kingdom thie
year would be regarded ms on the bigh road
to national bankrupter. Japsn bas in the
past exhibited such striking financial skill,
and her commerce is inerensing st g0
,Bmazing a rate, that no such fear is en-
tertained, Siill, the fiuancial outlook is
overcast, Broadly speaking, the regular ine
come for the present year is £42,000,000 and
the expenditure £61,000,000. The defieit of
over eighteen millions is made up from|
surplus war fands, temporary loans, the sale |
nl Government property, and the like, The!
Governmens does not propose any additional |
taxation, because taxation is,still on its war
basis and ia so high thas it is borne by the
people with difficulty.

There bas rarely, if ever, been n case of
rational expenditore rising so rapidly as that
of Japan bag risen. In olden times the Budget
eame (0 8ix or eight millions a year. Even 8s
late as 1898 the total expenditure was only
£7,800,000; by 1900 this had risen to
£29,000,000. How ecan thig inereasing
burden be sustained ? The one great fact
in favour of Japan is that her ocom-
merce is aleo growing rapidly. During 1906
the export trade in Japanese goods rose from
£82,000,000 to £42000,000. Thous the
amount received from taxation is inereaging
considerably. Afier 1911, when complete
tariff autonomy is recovered, Japan will be
able to readjust her Qustoms duties to any
extent she pleages, I is generally apsumed,
aleo, that Japan has a large balunce, beiween
twenty and thirty miilions sterling, left over
from ite war loans, But there are limits to
taxation, and at the bottom we have the faot
that Japan is essentially poor,

,the figures in the Budgets for 1908 and

ADVANCES TO BUBINESS RIVALS,

Japan is undoubtedly aided by one of the
most able groups of finauciers of the time,
The Department of Finance at Tokyo hes
deserved as well of the nation as did Togo or
Nogi... But the cleverest financiers eannot
‘#coomplish the impossible,

Bome uveasiness has been exoited in this
coantry by the faet that an apprecinble part
of Japavess expenditure is oaused by Govern
ment subsidies and grants to industries thas
are direotly competing with British trade,
Here we need to clear our minds of cant.
Japan has undoubtedly a right to fight us com-
mercially while oc-operating with ue politi-
oally. We are military friends, but political
friendship does not exclode ocmmercial
rivalry.

Japan has every righs to grant special sub-
sidies to ber merchant ships at pointe where |
they are seeking to drive British ships off the
seas, agshe does ; Japan has everyjustification
in bampering the foreign capitalist in her own
territory, a8 ghe does. Japan is only following
theexampleof many Western Powers when ghe
lutilis2g ber positionin Maunchuria and in Korea
for the advavtage of her own traders and to
the detriment of the forcigner. Ii is absurd
for us to wax indignant over this, But the!
Japanese must not be indignant on their side
if our fiuanciers decide, in time, that they|
will withhold loans that are 8o be used, whoily
or in part, for building up in the Pacific a |
commerce deeteuctive (o our own,

The recent enormous increase in the Japane
ese Army and Navy hae caused some suiprise,
The 1907 Budget provides for an extra four
new divisions to the Army, besides speoial
cavalry brigades, heavy artillery brigades, |
and artillery with quick-firers. At the same
time an alteration is being made in the
period of eervice with the colours that|
will in a sbort time add 50 per cent, to the
sirength of the infantry reserves, Under this!
new scheme Japan will be able to put in the
field o fighting army of 750,000 men and o
maintain it with adequate reserves. The ip.|
fantry are being rearmed and the coast foria
bave been given new gune,

VASTLY INCREASED ARMAMENTS,

In the Navy, all the Russian ehips thali
were oaptured ave to be thoroughly repaired. |

refitted, and commissioned., A number of
fresh vessels are being laid down, one of them |
aver 22,000 tons in size, or abont 18 per cent. |
larger thap our Dreadnought, The subgidised
and semi-official dockyards in Kobe, Nagaeaki,
and Osaka are working at high pressure eon-
struoting submarines and torpedo-hoat dese
troyers. The growth of naval and military
expenditure can beet Bo judged by comparirg

1907 :
1006. 1907.
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Ordinary expenditure ... ...50,460,384 58,663,788
Extraordinary expenditure 1,670,742 57,053,380

Total ..¢ ... ..52,187,126 111,617,168

Navry.
Ordinary expenditure ... ...28,014,078 33,414,605
Extraordinary expenditure.10,615,854 49,067,524

Total ... 30,520,097 82,482,219

What ie the parpose of this great inerease
of armaments ? [t is certainly unnecessary




for purposes of national defence, Thanks to
her geographioal position, and to her
slliance with Great Britain, Japan toedey
ijs in the most secure position in world
politics, Nothing but an aggressive and
provoeative netion on her part can bring
about any combination of Powers againa:
her. An invasion of her soil is practieally an
impossibility, ‘I beg leave to declare, not
only oy the part of the Government, but on
behalf of the whole nation, that"Japan bins no
apgressive intentions whatever,” gaid Vicconnt
}gly»shi. The deelaratiors and the actions

the Government do not apparently support
one ancther,

JAPANESE SOUTH SEA BUBBLES.

| The increase of official expenses has been
{accompanied by n great wave of speculstion in
bueiness lifs, During last Dzecember alone
‘mew companii s were established in Japan, or
old ones extended, with a eapital of alout
£17,000,000. Tha new compnnies begun
ginece the end of the war reckon their
oapital by the hundred wmillions, Cotton
mills, electric power worke, eleotric light-
ing stations, shipping companies, banks and |
\ivgurance are all joining in the mad rush.
| The inflation of nominal eapital is far beyond |
what real business justifies. The state of|
affairs in the busivess world is more and more |
resembling the situation in England at the |
time of the Bouth Sea Bubble. No scheme is
too mad to obtain support, There is un«
doubtedly a very solid increage in Japanese
business, but this epeculative fover is quite
\apart from it, A race of speoula:ive millionnires
in arising,

tAll that people are eontent to troub's
themselves about nowadays,’” eaid Count
Okuma, a well-known statesman of Japan,
recently, **is the so-oalled inaugnration of
hew compauies, spzoulstion iv shares, horse
racing lotteries, restaurants, tea<houses, and
what not,"

A gitaation suoh as that shown by Japan
to-dny unquestionably presents grave dangers
for world peace. The Japanese Government
i8 driven to launch out into schemes of
territorial aggrandisement., Finaneial pres.
sure at home has its corollary in the aggressive.
policies now being maintained in Manchuria
jand Korea, We caunot forget that this
nation s, and must be for some yeare,
faced by one pgreat temptation, The|
history of the world has rarely, if ever, shown
a Power poor in money but strong in fighting
force content to allow a rich and feeble neighe
bouring nation to go unplundered, Japan is
poor, but a supreme fighter, Chioa is a rich,
but bas not yet developed her fighting fore.
How long will Chinese territory remain
nugouched ?
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