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Business Conditions in the United States

P R O D U C T IO N  in basic industries and factory em
ployment continued at about the same level in 
November as in October. There was a further 

slight rise in the level of commodity prices reflecting ad
vances in nearly all groups of commodities.

P roduction

Production of basic commodities was at about the 
same rate in November as in October, but owing to the 
smaller number of working days not allowed for in the 
adjustm ent for usual seasonal variations, the Federal 
Reserve B o a rd ’s index of production declined by about
2 per cent. Increased activity was shown in the iron and 
steel industry and in cotton and woolen textiles, while 
production of food, coal, lumber, paper, and automobiles 
declined. There was little change in the volume of 
factory employment in November. B uildin g contracts 
awarded declined somewhat in November, but the total 
was considerably larger than for the corresponding 
month of any recent year.

F in a l estimates by the Departm ent of A gricu lture of 
crop yields in 19 2 4  showed a greater aggregate produc
tion than in 19 2 3  and an increase of about 9 per cent, in 
the total value of all crops. Y ield s of wheat, oats, cotton.

PERCENT.

Index of 22 Basic Commodities corrected for seasonal variation
(1919 — 100 Per cent. Latest figure November)
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potatoes, and hay were larger than in 19 2 3 , but the 
production of corn and tobacco was smaller. M arketing  
continued in large volume in November and exports 
of agricultural products were the largest for that month 
in any recent year.

P rices

The level of wholesale prices, as measured by the 
index of the B ureau of Labor Statistics, advanced  
slightly in November, price increases in most of the 
commodity groups being nearly offset by a considerable 
decline in the prices of animal products. D u rin g the 
first h alf of December there were further advances in 
the prices of grains, flour, sheep, metals, and lumber, 
while the prices of beef, hides, silks, and brick declined.

T rade

Railroad freight shipments though smaller in Novem
ber than in October, owing to seasonal influences, were 
in about the same volume as in 19 2 3 . W holesale trade 
showed the usual decline in November and was about 
as active as a year ago. Sales of furn iture and meat 
were larger than last year, while the volume of business 
in nearly all other lines was smaller. R etail trade was 
somewhat more active in  November and sales of mail 
order houses and chain stores were larger than last year. 
Merchandise stocks at department stores were slightly  
reduced and were 2 per cent, less than a year ago.

PER CENT.

Index of U. S. Bureau of Labor Statistics (1913 =  100 Per cent,
base adopted by Bureau. Latest figure November)

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

January 1, 1925



2 MONTHLY REVIEW, JANUARY 1, 1925

Index of Employment in Manufacturing Industries (1919 average = 100 Per cent. Latest figure November)

B a n k  C redit

Total loans and investments of member banks in lead
ing cities continued to increase during the four weeks 
ended December 10  and on that date were in larger 
volume than at any previous time. The increase during  
the period was chiefly in loans secured by stocks and 
bonds and accompanied continued activity in the se
curity markets. Commercial loans showed a seasonal 
decline from the high point of the year reached in the 
middle of November but continued above the level of a 
year ago. Security holdings, after increasing rapidly  
since the spring of the year reached a peak on November
19  and after that time showed a slight decline.

A t the Reserve Banks total earning assets increased 
considerably during the four weeks ended December 1 7  
reflecting the seasonal demand for currency and the 
export of gold. The volume of discounts of the Reserve 
Banks increased between the middle of November and 
the middle of December. Their holdings of acceptances 
also showed a net increase, while United States security  
holdings declined somewhat.

Firm er conditions in the money market during the 
last half of November and the first half of December 
were indicated by higher rates on bankers acceptances 
and a rise of one h alf per cent, in the rate on commer
cial paper.

Banking Conditions in the Second District

Banking transactions in December reflected the usual 
holiday trade activity, preparations for the year-end  
disbursements, and the large Government operations 
fallin g due December 15 . Accom panying a large de
mand for currency and withdrawals of gold for export, 
money rates became firmer and the volume of credit 
required of the Federal Reserve B ank of New  Y o rk  rose 
to a new high point for the year.

BILLIONS OF DOLLARS

Reserve Bank Credit—Weekly Figures for 12 Federal Reserve Banks (Latest figures, December 17)

Government operations throughout the country cen
tering about the 15th  aggregated approxim ately $1,50 0 ,-  
000,000, including the flotation of a new Treasury refund
ing loan, redemption of approxim ately $325,000,000  
m aturing securities and payment of interest on the 
public debt, payment by the British Government of 
$91,500,000, chiefly in United States securities, on ac
count of interest and principal on its debt to this Govern
ment, and the collection of income taxes.

In this district the events of the tax period fol
lowed the usual course, except that the amount of 
Government funds paid out in this market was larger 
than usual in proportion to the rest of the country. 
A gainst total disbursements on December 1 5  of $ 2 3 3 ,-  
000,000, the Treasury balance with the Reserve Bank, 
together with tax and other collections on that date, 
aggregated only $89,000,000, leaving a debit balance of 
$144,000,000, which was covered by a tem porary loan 
by the Federal Reserve Bank to the T reasury. A s  in
come tax checks were collected, and the proceeds of tax  
collections were transferred here from  other districts, the 
Treasury was able gradually to reduce, and by Decem
ber 18  extinguish its borrowing at the Federal Reserve 
Bank.

The heavy volume of Governm ent disbursements on 
the 15th  created a large supply of excess funds in the 
market, and this was reflected in easier money conditions 
and a decline in call loan rates. A s  income tax checks 
were collected and funds were withdrawn from  N ew  
Y o rk  by interior banks to replace funds transferred by  
the Treasu ry to New  Y ork , the equilibrium of the 
market was restored and conditions became firm again.

Between November 19  and December 1 7  there was a 
further slight increase in total loans and investments 
and in deposits of reporting member banks in this dis
trict. The increase in loans and investments was due 
to a further rise in loans secured b y stocks and bonds
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to a new high level. Commercial loans showed a mod
erate seasonal decline, and investments were also lower, 
due partly to the redemption of Government issues ma
turing December 15 .

A t  the Federal Reserve Bank of New Y o rk  discounts 
for member banks rose sharply during the week ended 
December 24 to $134,000,000, the highest since A p ril. 
B ills bought in the open market were also larger than 
a month previous, but holdings of United States securi
ties were smaller. In consequence of these changes, total 
earning assets increased over $100,000,000 during the 
month to $410,000,000, a new high point for the year.

M oney M arket
Except for several days following the large Treasury  

disbursements on December 15 ,  the money market 
showed increased firmness in December and rates gen
erally advanced to levels from %  to one per cent, above 
the summer low points. Am ong the contributing factors 
were loss of funds to the interior, holiday currency re
quirements, the activity of the stock market, and an out
ward movement of gold.

A  less active demand for commercial paper in middle 
western cities caused a further slight advance in open 
market rates to 3 y 2-3 %  per cent. Supplies of paper 
were reported smaller than in November when the 
amount outstanding through 26 dealers declined 3 per 
cent., or approxim ately the average decline in Novem
ber of the two preceding years.

Firm er conditions in the bill market were reflected 
by further advances in rates and increased sales to the 
Reserve Banks. D ealers’ open market rates at 3 %  per 
cent, on their purchases of 90 day bills and 3 per cent, 
on their sales were about V£ of one per cent, higher than 
at the end of November. Yield s on near maturities of 
Government short term issues, on the other hand, de
clined, due to stimulation of demand by the conversion 
privileges offered by the new T reasury loan.

Rates for 60-90 day loans on stock market collateral ad
vanced another V2 of one per cent, to 3V 2 -3%  per cent., 
or about 1 per cent, above the summer low point. Call 
loan renewals were almost continuously 3 -3*4  per cent., 
the highest average since M ay, and late in the month 
the rate for new loans reached 5  per cent.

Security Markets
The stock market continued active and strong in D e

cember. D a ily  transactions on the N ew  Y o rk  Stock  
Exchange averaged considerably over 1  V£ million 
shares, and on 7 days exceeded 2 million shares. Price  
averages of industrial issues rose to within 5 points of 
the high level touched in November 19 1 9  and railroad  
stocks reached new high levels since 1 9 17 .

Bond prices, on the other hand, receded slightly in  
December, accom panying firmer money conditions. 
L ib erty bonds also reacted m oderately and Treasury  
4 % ’s declined about a point. The new T reasu ry 4*s 
offered in December were first traded in on the New  
Y o rk  Stock Exchange on December 1 5  at about 100  
18 / 3 2 .

Offerings of new securities continued large and were 
generally oversubscribed. Sales, particularly of the 
large issues, are being made with com paratively little of 
the usual circularization of mailing lists by bond houses. 
Foreign offerings, including $50,000,000 Belgian Gov
ernment, $30,000,000 Argentine Government, and $ 1 1 , -  
000,000 Greek Government bonds, contributed largely  
to the totals for the month, and brought the amount 
of foreign issues sold here since Ja n u a ry  1  to over $ 1 ,-  
240,000,000. The following table, showing the par value 
of issues sold, indicates the wide diversification of for
eign offerings by countries. R efunding issues, so fa r  as 
possible, have been excluded from  the table.

Canada...............................................................................................................  $235,000,000
Jap an .................................................................................................................  187,000,000
F rance...............................................................................................................  161,000,000
G erm any........................................................................................................... 115,000,000
Argentina.......................................................................................................... 75,000,000
Belgium..............................................................................................................  50,000,000
H ollan d ............................................................................................................. 46,000,000
Sweden...............................*.............................................................................. 46,000,000
C hile................................................................................................................... 40,000,000
Norway ............................................................................................................  33,000,000
C u b a ................................................................................................................... 30,000,000
Switzerland...........................................................................  ........................ 30,000,000
F in land.............................................................................................................. 10,000,000
Czecho-Slovakia............................................................................................... i 1,000,000
G reece ...............................................................................................................  11,000,000
All o th e r ............................ ..............................................................................  46,000,000

T o t a l ............................................................................................................ *1,135,000,000

Foreign Exchange

The general advance in foreign exchange rates of the 
past few months continued in December. Sterling at 
$ 4 .7 2 %  on December 29 was the highest since M arch  
19 19 , when free transactions in sterling were resumed. 
Swedish, Dutch, and Sw iss exchanges were quoted above 
par, and Norwegian, Spanish, and Indian rates showed 
substantial advances.

Both French and B elgian currencies averaged  
slightly higher than in November. A ustrian exchange 
was unchanged, and the new Germ an reichsmark held 
steady around the par of 23.8 2  cents. A rgentine pesos 
rose above 39 cents for the first time since 1920.

Shanghai taels, on the other hand, declined in De
cember, accom panying a sharp drop in silver to 6 7 ^  
cents, or more than 4 cents below the October high 
point; possible influences in connection with this decline 
were smaller purchases by continental European coun
tries, Chinese selling, and the diversion of Indian buying  
to gold. Italian exchange was also slightly lower in 
December, and Canadian rates declined about one h alf 
cent from  par.

Gold M ovement

Gold exports from  the P ort of New Y o rk  during the 
first 2 7  days of December totaled $40,242,000, the larg
est export movement since Ju n e  19 19 . Shipm ents were 
largest to Germ any, representing w ithdraw als of pro
ceeds of the Germ an loan, but substantial amounts were 
forwarded also to En glan d, India, Holland, and Sweden. 
Im ports during the same period at this port totaled
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$6,100,000 almost entirely from  Fran ce and Argentina. 
The following table shows gold exports from  this port 
by principal countries for the first 27  days of December.

PRODUCTION 
THOUSANDS OF 
GROSS TONS

Countries

Germany.................................................
England...................................................
India.........................................................
Holland....................................................
Sweden.....................................................
South America.......................................
M exico.....................................................
Spain........................................................
Other Countries.....................................

Total....................................................

Amount

$20,000,000
9.993.000
5.918.000
1.603.000 1,000,000

739.000
500.000
230.000
259.000

$40,242,000

100

50

D u rin g November exports of gold for the entire coun
try  were $6,700,000. Im ports for the entire country  
totaled slightly under $20,000,000, more than h alf from  
Fran ce, and there was a net import balance for the 
month of $13,000,000.

Foreign Trade

E xp o rts of merchandise in November valued at $494,- 
000,000 were $33,000,000 below the high figure reached 
in October, but otherwise the largest since 19 2 1 .  Im 
ports of $296,000,000 were $15,000,000 below a month 
previous, and slightly larger than a year ago.

The decline in exports was due chiefly to a decrease 
of $43,000,000 in the value of grain exports. Due to 
heavy grain shipments in recent months, as well as 
higher prices, the total value of grain shipments for the 
eleven months ended November was $97,000,000 larger 
than in the corresponding period of 19 2 3 . Cotton exports 
increased in November and at 1,307,000 bales were the 
largest in quantity ever shipped in one month, while the 
total value was not fa r  from  the high figures reached 
early in 1920 , when cotton was selling around 40 cents a 
pound.

The volume of silk imports increased in November, 
and, excepting the September total, was the largest since 
October 19 2 2 .

Production
The blowing in of 2 3  blast furnaces in the steel indus

try  in November contributed to a further gain of 4.7  
per cent, in average daily iron output. The rate of steel 
ingot production increased 7.9 per cent., and there was 
a rise of over 500,000 tons in the unfilled orders of the 
Steel Corporation. In  December larger calls for delivery  
against orders previously placed raised steel mill opera
tions to about 80 per cent, of capacity, the highest since 
M arch.

The accom panying diagram  reflects the recent in
crease in iron production and unfilled steel orders, but 
indicates that the totals are still considerably lower than 
at the high points in 19 2 3  and 19 24 . The much lower 
level of unfilled orders in recent years in relation to 
production of iron and steel reflects both the tendency 
to short commitments and prom pter deliveries aided by  
greater transportation efficiency.

UNFILLED ORDERS 
MILLIONS o f TONS 

15

p
PIG- IRON 
RODUCTlOf'

UN FI 
STEEL O

.LED V  
RDERS ' V

10

Unfilled Orders of the Steel Corporation and Average Daily Production of Pig Iron by months. (Latest figures, November.)

Cotton consumption in November was slightly smaller 
than in October, but the daily rate of consumption was 
larger, and some further expansion in mill activities was 
reported in December.

Bitum inous coal production in November reached the 
highest daily rate since Feb ru ary, and copper and  
cement production continued at high levels. Passenger 
automobile output, on the other hand, fell 24.3  per cent, 
to the smallest since 19 2 2 , and there was a decrease also 
in truck output. The accom panying table shows this 
ban k ’s indexes in percentages of the computed trend, or 
normal, with allowance for seasonal variation. A  factor 
tending to limit advances in the indexes in November 
was a partial celebration of Arm istice D a y in some in
dustries, and a wider observance of Election D a y  this 
year.

(Computed trend of past years=100 Per cent.)

1923 1924

Nov. Sept. Oct. Nov.

Producers’ Goods
Pig iron........................................................... 90 65 75 76

90 82 86 87
Bituminous coa l........................................... 94 88 94 90p
Copper, U. S. mines.................................... 107 104 llOr 113p
Tin deliveries................................................ 150 85 88 124
Zinc*............................................................... 77 66 69 69

145 124 120
Gas and fuel oil............................................ 102 94 98
Cotton consumption.................................... 96 78 91 87*
Woolen mill activity*................................. 101 87 97 99p

152Cement...................................... ..................... 148 148 147
Lumber........................................................... 136 113 123
Leather, sole................................................. 92 78 81

Consumers’ Goods
Cattle slaughtered....................................... 94 104 105 104p
Calves slaughtered...................................... 142 142 161 146p
Sheep slaughtered........................................ 75 87 84 77 p
Hogs slaughtered.. ...................................... 130 127 110 110 p 

91Sugar meltings, U. S. ports....................... 116 131 114
Wheat flour................................................... 95 125 111 96
Cigars............................................................. 93 91 86 86
Cigarettes...................................................... 81 82 78 69
Tobacco, manufactured.............................. 100 107 102 93
Gasoline......................................................... 106 119 114
Tires*.............................................................. 119 183 198
Newsprint.................... ................................. 110 110 113 i0 7 ‘
Paper, total................................................... 93 92 95 96
Boot?* and shoes............................................ 88 89 95 80p
Anthracite coal............................................. 90 91 83 80p
Automobile, a ll............................................. 161 118 120 109
Automobile, passenger................................ 170 122 124 110
Automobile, truck........................................ 125 99 104 105

*=Seasonal variation not allowed for. p=* Preliminary. r=Revised.
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Indexes of trade and general business activity com
puted by this bank were generally lower in November 
than in October.

Bank debits outside of New York were below the un
usually large total of October, but 1.8 per cent, larger 
than in November last year. In New York City, how
ever, debits continued unusually large, apparently re
flecting activity in the security markets. Railway car 
loadings, both of merchandise and other freight, showed 
the usual seasonal decrease, but both in November and 
early December continued larger than a year ago.

Indexes of wholesale trade and department store sales 
likewise decreased in November, but that of chain stores 
advanced and in December Christmas sales of depart
ment stores exceeded all previous records. Factory 
employment in New York State remained little changed. 
The following table gives this bank’s indexes of busi
ness activity in percentages of the computed trend, after 
allowance for seasonal variation and, where necessary, 
for price changes.

(Computed trend of past years =100 Per cent.)

I n d e x e s  o f  B u s in e s s  A c t i v i t y

1923 1924

Nov. Sept. Oct. Nov.

Primary Distribution
Car loadings, merchandise and misc....... 105 103 108 102
Car loadings, other...................................... 108 100 98 105
Wholesale trade, Second District............. 100 102 103 91
Exports............................................................ 83 106 111 102p
Imports........................................................... 100 106 106 lOlp
Grain exports................................................ 42 86 201 119P
Panama Canal tra ffic................................. 144 125 103

Distribution to Consumer
Department store sales, Second District. 96 101 96 92
Chain store sales.......................................... 97 92 93 97
Mail order sales............................................ 85 103 103 90
Life insurance paid for............................... 113 110 112 107
Magazine advertising.................................. 105 99 100 99
Newspaper advertising............................... 100 93 92 92

General Business Activity
Bank debits, outside of New York City. 100 99 105 99
Bank debits, New York C ity ................... 100 111 105 110
Velocity of bank deposits, outside of

New York C ity ........................................ 98 92 94 92
Velocity of bank deposits, New York City 102 103 92 102
Postal receipts.............................................. 102 100 101 94
Electric power.............................................. 107 108 110
Employment, N. Y . State factories........
Business failures...........................................

101 90 91 ’ 91
106 87 105 102

Employment and Wages

A fter increasing 5 per cent, from the summer low 
point, factory employment in New York State showed 
practically no change from October to November. In 
the textile, steel, and a few other industries, there were 
further increases in working forces, but these were offset 
by reductions, partly seasonal, in apparel, shoe, holiday 
goods, and building materials industries.

Compared with a year ago, when factory employment 
in the State was comparatively high, practically all the 
important industries in November show a reduction. For 
all industries combined the reduction was about 10 per 
cent., representing approximately 130,000 workers. This

W00UN5 & WORST D S | 

LEATHER |  

FURNITURE |  

MEN'S CLOTHING |  

CARPETS & RUGS |  

MACHINERY |  

SHOES |  

WOMENS CLOTHING |  

COTTON GOODS 

CEMENT 

BRICK 

PIG IRON 

KNIT GOODS 

AUTOMOBILES 

RAILWAY EQUIP.

ALL INDUSTRIES !

NOV. 1923 
JUtY 1924

November Factory Employment In New York State and July Low Point in Percentages of Employment in November 1923.
the

decrease, coupled with the cessation of outdoor work 
and advent of colder weather, has been accompanied by 
more marked indications o f considerable unemployment. 
The State employment office ratio o f workers wanted to 
workers applying for jobs declined from 82 per cent, for 
October to 69 per cent, for the first half o f December, the 
lowest since July.

The preceding diagram compares November employ
ment in leading industries of the State this year with 
employment a year ago and at the summer low point.

Occasional wage reductions continued to be reported 
in the textile industries, chiefly in New England, but 
rates in most other lines remained steady as has been 
the case for more than a year, despite considerable un
employment. The diagram below indicates that the pres
ent average weekly earnings of factory operatives are 
close to the 1920 high level, while living costs have fallen 
considerably below this level. Factory office salaries, 
which advanced much more slowly than wages or the cost 
of living up to 1920, continued to rise during the past 
year to the highest level yet reached.

PER CENT

Changes in Average Weekly Earnings of Operatives and Office Workers in New York State Factories and the Cost of Living in the U. S. (1914 = 100 Per cent.)
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Average Daily Wage Paid in November 1924 by a large American Industrial Corporation in Factories in this Country and Abroad.

B u ild in g

The value of new building contracted for in November 
was seasonably smaller than in October, but 19 per cent, 
larger than in November 1923, an increase equal to the 
largest shown for any month since January. Permits 
applied for, however, which precede contracts, were not 
only smaller in November than in October, but for 354 
cities were 13 per cent, below a year ago.

The chief increases in contracts occurred in the middle 
Atlantic, southeastern, Pittsburgh, and central western 
districts, where gains, according to the P. W. Dodge 
Corporation, ranged from 30 to 61 per cent, over last 
year. In New York City contracts continued above 
October and were 13 per cent, above the year previous, 
but for the district as a whole the total fell 12 per cent, 
under last year.

The decline in permits was chiefly due to a drop of 34 
per cent, in New York City. Permits in western cities 
averaged about 10 per cent, below last year, but in the 
central and southern districts averaged about the same 
as in 1923.

Wages in the United States and Foreign Countries Building Over Fifty Years
Figures supplied to this bank by one of many large 

American industrial companies maintaining factories in 
other countries afford a means of comparing wage levels 
in this country and abroad for precisely the same types 
of labor engaged in the production of identical commod
ities. The figures supplied are average daily wages 
paid in November in the com pany’s various fac
tories in this country, England, Germany, France, Bel
gium, and Italy converted to dollars at prevailing rates 
of exchange. The accompanying diagram compares 
these figures and indicates that the wages in the Ameri
can factories are more than twice those in the next high
est country, England, and approximately six times those 
o f the lowest country, Italy. It is noteworthy that the 
German factory ranks third in order of highest wages 
paid. During 1923, however, when the mark was depre
ciating rapidly, the wage rate in the German factory 
averaged as low as 50 cents a day.
PER c e n t :

The course of building through the last half century 
as shown by annual permit records for 7 selected cities, 
including about one-quarter of the total urban popula
tion of the country, is presented in the accompanying 
diagram, together with an index of building in 50 cities 
since 1900, and the trend of growth of urban popula
tion.

The figures for permits for 7 cities, which include 
those for Boston and New York from 1874, for Chicago 
from 1882, for Minneapolis from 1885, for Cleveland 
from 1888, for Philadelphia from 1894 and for San 
Francisco from 1895, were obtained from the municipal 
building departments through the cooperation of the 
Federal Reserve Banks of those cities Adjusted for 
changes in costs of construction and reduced to per
centages of 1913, they make available for the first time a 
continuous record of building growth extending back of 
1900.

Annual Building Permits in 7 Selected Cities, 1874-1924, Compared with Growth of Urban Population in the United States, and Annual 
Permits in 50 Cities from 1900-1924. 1913 = 100 Per Cent. (Figures adjusted for Changes in Costs of Construction.)
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It will be observed that the index of building in 7 
cities follows a course closely similar to that of the index 
for 50 cities, and throughout the greater part of the 
period increases at a rate approximately equal to that 
of population growth. Beginning about 1910, however, 
building tended to decline, and during the war fell far 
below the population trend, leaving an accumulated 
shortage from which the recent activity appears to have 
been a normal consequence.

Commodity Trices

Beginning about the first of November this bank’s 
index of 20 basic commodities has advanced continuously 
and on December 20 stood at a level slightly higher than 
at any previous time this year. The advance was of a 
general character, and among the various commodities 
included in the index which reached new high prices for 
the year were wheat, corn, wool, rubber, lead, copper, and 
steers.

The advance was particularly strong in wheat, which 
rose 39 cents to $1.83^ a bushel, the highest since 1921, 
and corn likewise reached a new high for recent years. 
Rubber and wool showed advances of 105 and 32 per 
cent, since early summer, and reached new high levels 
for recent years, while lumber, following some decline 
in October, recovered strongly in late November and 
December. Metal prices were also generally higher, and 
copper above 1 4 ^  cents was the highest since July 1923.

Outstanding exceptions to the general trend were cot
ton, which continued to fluctuate around 23 to 24 cents, 
and sugar, which declined sharply under prospects of an 
unusually large world crop. The accompanying diagram 
reflects the recent trend of this bank’s American index of 
20 basic commodities, and compares it with the movement 
of a similar index of British commodities.

PER CENT.

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN FEB MAR APR MAV JUN JUL Al/Q SEP OCT MOV DEC

1 9 £ 3  1 9 2 4 -

Price indexes of 20 Basic Commodities in the United States and in England. (1913 = 100 Per cent.)
The increase in prices since last summer, indicated by 

this bank’s index, was reflected also by the November 
figures of other standard indexes of prices. The Depart
ment of Labor index of wholesale prices rose 6 per cent, 
between June and November, and was slightly higher 
than at any time since October 1923. The index of the

cost of living increased 1 per cent., while this bank’s 
index o f the general price level, including not only 
wholesale and retail prices, but rents and wages also, 
likewise rose 1 per cent, to 182, a level, however, slightly 
lower than in November 1923. The following table 
shows the changes in these various indexes, and in the 
Economist’s index of British wholesale prices, since June 
of this year and November a year ago.

Nov. 1923 June 1924 Nov. 1924

20 Basic Commodities (F. R. B. of N. Y .) . . .  
General Price Level (F. R B. of N. Y .) ..........

145.7
183

142.3
180

*153 4
182

Wholesale Prices, Dept, of Labor..................... 152.0 144 6 152.7
Coat of Living in U S.......................................... 172 169 171
Economist (British)............................................. 168.6 168.2 179.5

♦December 20.

Business Profits

Available financial statements of important manufac
turing and distributing concerns for the second and 
third quarters of 1924 generally reflect the decline in 
production and trade that occurred in those quarters. 
The following table, showing net profits of 86 industrial 
corporations in different lines of trade, indicates con
siderable decreases in 1924, due to lessened profits in the 
automobile, steel, metals and mining, and machine man
ufacturing industries. Profits of oil companies, on the 
other hand, concerns engaged in the manufacture of 
food and food products, and miscellaneous companies, 
while in some cases below 1923 in the second quarter, 
generally showed increases in the third quarter.

Net profits of telephone companies were larger than a 
year ago in the second and third quarters, and for all 
three quarters combined. Profits of Class I railroads, 
on the other hand, while largest during the third quarter 
for any quarter since 1918, for the nine months fell 
somewhat below the figures for 1923.

(Net profits in millions of dollars)

Group
No. of 

Corpo
rations

1923 1924 9
Mos

of
1923

9
Mos

of
19241st

Qtr.
2nd
Qtr.

3rd
Qtr.

4th
Qtr.

1st
Qtr.

2nd
Qtr.

3rd
Qtr.

M otor and accessories. . . 13 35 43 25 17 31 18 17 103 66
Oil......................................... 12 11 16 10 2 19 14 13 37 46

13 28 43 40 43 43 31 17 111 91
Food and food products. 12 11 12 11 10 11 13 14 34 38
Metal and m ining........... 12 10 11 10 4 8 8 8 31 24
Machine manufacturing . 12 5 6 5 3 5 5 5 16 15
Miscellaneous.................... 12 7 6 2 1 4 5 7 15 16

Total 7 groups.............. 86 107 137 103 80 121 94 81 347 296
72 36 35 30 35 35 37 36 101 108

Class I railroads............... 201 185 262 277 255 203 188 287 724 678

359 328 434 410 370 359 319 404 11.72 10S2

Wholesale Trade

November sales of reporting wholesale dealers in this 
district averaged 7 per cent, smaller than a year ago, 
partly due to fewer selling days this year than last. 
This bank’s index of sales fell from 103 per cent, o f the
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computed trend or normal in October to 91 per cent, in 
November.

The decrease in sales was particularly large in 
women’s apparel and shoes, but declines occurred also 
in the sales of groceries, hardware, stationery, cotton 
goods, and jewelry. Trade in silks, drugs, machine tools, 
m en’s clothing, and diamonds, on the other hand, was 
larger than a year ago. The following table compares 
November 1924 sales with those of previous years.

C o m m o d i t y

Diamonds...................................
Dry goods...................................

(а) Cotton.............................
(б) Silk......................................

Machine tools............................
Drugs..........................................
Stationery...............................
Groceries....................................
Jewelry..................................... .
Hardware...................................
Clothing.....................................

(а) Men’s ...............................
(б) Women’s dresses.............
(c) Women’s coats and suits

Shoes..........................................

Weighted Average.................

D o l l a r  V a l u e  o f  N o v e m b e r  S a le s  
( N o v e m b e r  1 9 2 3 = 1 0 0  P e r  c e n t . )

1 9 2 0

5 1  
■ 7 2

7 7  
r 6 7  
1 8 0

7 9
1 1 8110
1 1 6100

7 8  
7 3  
8 1  
8 1

9 1

1 9 2 1

6 1
9 0
9 388
3 6
8 7
8 3  86 
7 7  
7 3  
8 5100
6 5
8 4  

1 1 7

8 7

1 9 2 2

100110
1 0 5
1 1 5

9 5
9 9
8 7

T 9 8
1 0 5

9 0
1 0 5100110
1 0 7
1 0 4

102

1 9 2 3

100100100100100100100100100100100100100100100
100

1 9 2 4

1 0 8
1 0 7

9 1  
1 2 3  
1 0 4
1 0 3  

9 4  
9 3
9 2  
9 0  
8 9

1 0 4  
8 0  
7 8  
8 5

9 3

T y p e  o f  S t o r e

P e r  c e n t .  
C h a n g e  

i n  N u m b e r  
o f  S t o r e s  

N o v e m b e r  1 9 2 3

D o l l a r  V a l u e  o f  N o v .  S a le s  
( N o v .  1 9 2 3 = 1 0 0  P e r  c e n t )

P e r  c e n t .  
C h a n g e  

i n  S a le s  
p e r  S t o r e  

N o v e m b e r  1 9 2 3
t o

N o v e m b e r  1 9 2 4 1 9 2 0 1 9 2 1 1 9 2 2 1 9 2 3 1 9 2 4
t o

N o v e m b e r  1 9 2 4

D r y  g o o d s .......... + 1 9 . 6  
+  7 . 4  
+ 1 6 . 5  
+ 2 3 . 8  
+  6 . 9  
+  4 . 9  
—  1 . 6

6 5 6 5 8 0 1 0 0 1 2 9 +  7 . 8  
+  5 . 4  

3 . 6
T e n  c e n t ............. 7 3 7 4 8 6 1 0 0 1 1 3
G r o c e r y ............... 7 1 6 9 8 3 1 0 0 1 1 2
S h o e ..................... 1 0 4 9 0 9 3 1 0 0 1 1 2 —  9 . 9
C a n d y ................. 7 8 7 4 8 3 1 0 0 1 0 3 —  3 . 4
T o b a c c o .............. 1 0 0 9 3 9 5 1 0 0 1 0 3 —  1 . 7
D r u g .................... 8 8 8 8 9 3 1 0 0 1 0 0 +  1 . 7

T o t a l ............... + 1 4  2 7 4 7 3 8 5 1 0 0 1 1 3 —  1 . 3

In the case of apparel stores a large increase in sales 
was almost entirely due to increased store facilities, as 
it was generally reported that sales of apparel, espe
cially women’s, compared less favorably with a year ago 
than other lines. Most department stores reported that 
customers showed a preference for moderately priced 
goods and articles such as home furnishings, rather than 
jewelry and novelties.

Total sales for the year 1924 for all stores in the dis
trict will probably be about 4 per cent, larger than in 
1923, compared with a gain in 1923 of 8 per cent, over 
the previous year.

Complete reports for November showed department 
store sales about equal to those of the year previous, 
except in the large apparel houses, where store facilities 
have been greatly expanded during the year. Stocks in 
stores other than apparel stores on December 1 were 
somewhat smaller than a year previous. The following 
table compares sales and stocks in November this year 
with the corresponding month of previous years.

Chain Store Sales

November sales by most types o f chain stores con
tinued larger than a year previous, due partly to the 
opening of new stores. Sales per store of ten cent, drug, 
and dry goods chains were also larger than last year, 
but those of grocery, tobacco, shoe, and candy chains fell 
below a year previous. The following table gives the 
detailed figures for November as compared with 
November of previous years.

N e t  S a l e s  d u r i n g  N o v .  
( N o v e m b e r  1 9 2 3 = 1 0 0  

P e r  c e n t . )

1 9 2 0 1 9 2 1 1 9 2 2 1 9 2 3 1 9 2 4 1 9 2 0 1 9 2 1 1 9 2 2 1 9 2 3 1 9 2 4

9 2 8 6 9 2 1 0 0 1 0 0 9 8 9 0 9 1 1 0 0 9 9
1 0 6 9 8 1 0 2 1 0 0 1 0 5 1 0 8 1 0 1 9 8 1 0 0 1 0 3

8 8 8 1 9 2 1 0 0 1 0 4 1 0 1 8 8 9 4 1 0 0 1 0 3
9 4 8 6 8 9 1 0 0 1 0 1 1 1 6 8 8 8 7 1 0 0 1 0 8

1 0 2 9 0 9 3 1 0 0 9 8 1 3 0 9 2 9 1 1 0 0 9 8
1 0 7 8 9 9 8 1 0 0 1 0 1 1 0 4 9 7 1 0 0 1 0 0 9 9

E l s e w h e r e ,  2 d  D i s t ................... 9 9 9 2 9 8 1 0 0 1 0 0 9 9 9 8 9 0 1 0 0 9 2
9 8 8 7 9 7 1 0 0 1 1 3 8 7 8 4 8 8 1 0 0 1 4 1

M a i l  o r d e r  h o u s e s

9 4
1 0 3

8 7
6 7

9 3
9 1

1 0 0
1 0 0

1 0 2
1 0 9

9 9 9 0 9 1 1 0 0 1 0 4

S t o c k  o n  h a n d  D e c .  1 
(D e c .  1, 1 9 2 3 = 1 0 0  

P e r  c e n t . )

The distribution of sales in November by major de
partments, as compared with the year previous, is shown 
in the following table. The average sales check was 
$3.18, compared with $3.21 in November 1923.

Department Store Business

Reports from 17 leading department stores in New 
York City and Newark on holiday business from Decem
ber 1 to 24 show sales 5 ^  per cent, larger than last 
year, partly because there was one more selling day in 
December this year previous to Christmas. During the 
early part o f the month sales ran behind those of last 
year, but in the week before Christmas showed a sub
stantial increase and were larger than a year ago.

P e r  c e n t .  
C h a n g e  
i n  S a le s  

o v e r  
N o v e m b e r  1 9 2 3

P e r  c e n t .  
S a le s  o f  

e a c h  D e p t ,  
t o  S a le s  

o f  a l l  
D e p a r t m e n t s

+ 1 0 . 2 2 . 9
+  9 . 2 2 . 9
+  8 . 5 5 . 6

M e n ’s  a n d  B o y s ’ w e a r ................................................ +  4 . 0 8 . 7

W o m e n ’s  r e a d y - t o - w e a r  a c c e s s o r i e s ........................ +  2 . 6 1 2 . 9
+  2 . 5 2 . 4
+  0 . 3 3 . 0

H o m e  f u r n i s h i n g s ........................................................ —  0 . 9 1 8 . 6
W o m e n ’s  a n d  M i s s e s ’ r e a d y - t o - w e a r ...................... —  2 . 8 1 0 . 9

—  5 . 5 3 . 6
+  1 . 4 2 8 . 5

Index of the M onthly Review

For the convenience of readers of the Review, an index 
of contents for 1924 has been prepared and may be 
received by addressing the Federal Reserve Agent, Fed- 
eral Reserve Bank, New York.
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Business Conditions in the United States

P RODUCTION and employment in December con
tinued the increase which began in the autumn and 
wholesale prices advanced further to the highest 

level for the year. Railroad shipments of goods con
tinued in large volume and trade, both at wholesale and 
retail, was larger than a year ago.

P roduction

The index of production in basic industries advanced 
about 10 per cent, in December to a point 25 per cent, 
higher than last summer but was still below the level of 
the opening months of 1924. Practically all of the 22 
industries included in the index shared in the advance 
and the increases were particularly large in iron and 
steel, cotton manufacturing, coal mining, and meat pack
ing. Among the industries not represented in the index 
the output of automobiles declined in December and 
was the smallest for any month in more than two years. 
Increased industrial activity was accompanied by an ad
vance of about 2 per cent, in factory employment, with 
larger increases in the metal and textile industries, and 
by a growth of nearly 5 per cent, in total factory pay
rolls. Volume of building, as measured by contracts 
awarded, was less in December than in November, but 
continued unusually large for the season of the year.

PER CENT.

Index of 22 Basic Commodities Corrected for Seasonal Variation.
(1919 =  100 Per cent. Latest figure, December.)

R e s e r v e  D i s t r i c t

Bank, New York February 1,1925

T rade

Distribution of goods was greater in December than 
in the same month of 1923, as indicated by larger rail
road shipments and an increase in the volume of whole
sale and retail trade. Christmas trade at department 
stores was greater than in the previous year, and sales 
by mail order houses and chain stores were the largest 
on record. Wholesale trade was seasonally less than in 
November but in practically all lines was larger than a 
year ago. Marketing of agricultural products was 
greater than for the corresponding month of any recent

A further advance of more than 2 per cent, in the 
Bureau of Labor Statistics index of wholesale prices 
carried the average in December 8 per cent, above the 
low point of June and to the highest level since April
1923. Prices of all groups of commodities were higher, 
the principal increases being in farm products and foods. 
In the first half of January prices of grain, wool, coal, 
and metals increased further, while sugar, dairy prod
ucts, silk, coke, and rubber declined.

B a n k  Credit

At the Federal Reserve Banks the rapid return flow 
of currency after the holiday trade resulted, during the 
four weeks ended January 21, in a reduction of earning

PERCENT.

WHOLESALE
PRICES

1913*100

157

1922 1923 1924 1925
Index of U. S. Bureau of Labor Statistics. (1913 =  100 Per cent,

base adopted by Bureau. Latest figure, December.)
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Department Store Sales. Index of Sales of 333 Stores in 117 Cities.(1919 = 100 Per cent. Latest figures, December.)

assets about equal to that for the same season a year 
earlier. The net outflow of currency from the Reserve 
Banks during the month preceding Christmas amounted 
to more than $200,000,000, and the return flow after the 
Christmas peak, reflected both in the increase in reserves 
and in the decline of Federal Reserve note circulation, 
was in excess of $300,000,000. Fluctuations in the earn
ing assets of the Reserve Banks during the past two 
months have reflected chiefly these seasonal changes in 
the demand for currency. The decline in discounts 
brought their total on January 21 to a smaller volume 
than at any time in 1924, and acceptances also showed a 
seasonal decrease. Holdings of United States securities, 
which have declined for more than two months, were 
about $175,000,000 below the level of last autumn and 
in about the same amount as at the middle of 1924. 
Net exports of gold, which gave rise to a demand for 
Reserve Bank credit, amounted to $30,000,000 in Decem
ber and were in larger volume during the first three 
weeks in January.

The growth of demand deposits at member banks in 
leading cities during the three weeks ended in the 
middle of January, which has been greater than the in
crease in their total loans and investments, has reflected 
the return of currency from circulation. In the same 
period there was some increase in commercial loans and 
a continued growth in loans secured by stocks and bonds. 
Holdings of investment securities have decreased some
what since the middle of November, particularly at the 
banks in New York City.

Firmer conditions in the money market in December 
and the first few days in January were followed later 
in the month by declines in rates on commercial paper 
to 31/2 per cent.

Banking Conditions in the Second District

Passing of the autumn and holiday requirements for 
credit and currency, completion of January 1 financial 
settlements, and some inflow of funds from the interior, 
were followed during the first three weeks of January

Reserve Bank Credit. Weekly Figures for 12 Federal Reserve Banks. (Latest figures, January 21.)

by the usual seasonal decline in the volume of Reserve 
Bank credit outstanding in the district. Between Decem
ber 24 and the latter part of January the total earning 
assets of the New York Reserve Bank fell about $150,- 
000,000. The return of gold coin and certificates from 
circulation and the inflow of funds from other districts, 
resulted in a moderate increase in gold reserves of the 
bank, despite substantial withdrawals of gold for export.

Late in January there was an increase in rediscounts 
for member banks, accompanying reduction in holdings 
of Government securities by the New York Reserve Bank 
and by the System.

Changes in member bank credit in the district during 
the period included a decline in deposits and total loans 
and investments of the reporting banks to levels some
what lower, in case of deposits, than at any time since the 
beginning of November. These decreases, which were in 
contrast to increases shown in other districts, were more 
than accounted for by decreases reported by the New 
York City banks. The accompanying diagram shows the 
changes in New York City, and indicates the character

BILLIONS BILLIONS
OF DOLLARS OF DOLLARS

Member Bank Credit Figures for 67 Reporting Banks in New York City. (Latest figures, January 21.)
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of the reduction in loans and investments. As compared 
with the high level reached at the first of the year, most 
of the decrease has been in loans secured by stocks and 
bonds, but security investments, while practically un
changed since January 1, show a decline of approxi
mately $120,000,000 since the November high point. 
Commercial loans on January 7, on the other hand, 
reached a new high level since 1921, and were only 
slightly lower in succeeding weeks.

M oney M arket

theEasier money conditions in January reflected 
conditions outlined in the preceding paragraphs.

Renewed buying of commercial paper, principally in 
the middle west, caused a slight decline in the open 
market rate to 3y2 per cent. The amount of paper out
standing through 26 dealers at the end of December 
showed a reduction from November 30 of about 10 per 
cent, to $798,000,000.

Easier conditions in the bill market were manifested 
in increased demand for bills, especially those of short 
maturity, a reduction in dealers’ portfolios, and a de
cline in sales to the Reserve Bank. Dealers’ open mar
ket rates, however, continued generally 3% per cent, on 
their purchases of 90 day bills and 3 per cent, on their 
sales. Yields offered on short term Government issues 
were also practically unchanged.

In the stock exchange money market, rates for 60-90 
days advanced to 3%  per cent., compared with 3^ -3%  
per cent, prevailing in December. Call loan renewals, 
after touching 5 per cent, at the end of December re
verted in January to an average range of 3-3% per cent.

The accompanying diagram, bringing up to date a 
comparison of money rates in New York and in London, 
indicates that while rates in London remain higher than 
in New York, the recent rise in this market has nar
rowed somewhat the spread between the two centers.

Security Markets

The easier money conditions of early January were ac
companied by increased activity and a firmer tone in the 
bond market. Price averages of high grade corporation 
issues advanced moderately to levels close to or above 
the high levels touched in November. Government bonds 
were also firmer, and foreign issues in a number of cases 
reached new high levels.

In the stock market, continued heavy trading and ris
ing prices during the early part of the month carried 
industrial stock price averages substantially above the 
1919 high levels for the first time, and railroad stocks 
touched new high points since early in 1917. About the 
middle of the month, however, there was some reaction 
in prices and price movements thereafter became ir
regular.

New security offerings showed the usual seasonal in
crease after the first of January and in most cases were 
readily sold. Offerings included numerous stock issues, 
particularly of public utility concerns, and, in addition 
to securities sold in the open market, a number of the 
large New York banks announced increases in capitaliza
tion and offered new shares to stockholders. The offer
ings of new foreign issues in this market continued 
heavy and included an increasing proportion of private 
corporation issues as distinguished from Government 
securities. The accompanying diagram indicates the 
extraordinary increase in foreign financing in this coun
try since the adoption of the Dawes plan. During the 
last six months of 1924, offerings of foreign securities 
of all kinds totaled approximately $880,000,000, the 
largest for any six months in recent years. Offerings of 
foreign issues in the London market, on the other hand, 
showed comparatively little increase during this period, 
notwithstanding the floating in London of its share of 
the German loan and other reconstruction loans.

880

669
■ I  NEW YORK 

^LONDON

JAN-JVM. JUL-DEG
1 9 2 1

JAW-JOH* JUL-DK-
1 9 2 .2

JAN'JVN jul-dec- 
1 9 2 3

1
JAN-JUH- JUL-0EC-

19 £ 4

Par Value of Foreign Capital Issues Offered in New York and London by Six Months Periods in Millions of Dollars. (Pounds Converted at the Current Rates of Exchange.)

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1, 1925



4 MONTHLY REVIEW, FEBRUARY 1, 1925

Continued return of United States currency from  
abroad was indicated by the figures for December, which 
showed net receipts by this bank and 14 other reporting 
banks in this city, amounting to $9,150,000, the largest 
for any month since progress in the stabilization of 
European currencies resulted in the beginning of the 
return flow in April. This large amount was due prin
cipally to receipts from  Germany which alone totaled 
over $7,000,000. Since A pril net receipts from all coun
tries have amounted to $59,100,000, of which $32,000,000 
came from Germany, $9,400,000 from England, $4,800,-
000 from Holland, and $3,700,000 from Switzerland.

Foreign Exchange
Further recovery in the foreign exchanges in January 

reflected generally growing confidence in European 
economic conditions, and continued large foreign bor
rowing in this country together with higher money rates 
abroad than in New York. Sterling at $4.80 on January 
20 stood within 2 per cent, o f par and about 30 cents 
above the level prevailing at the conclusion of the Lon
don conference in August.

Norwegian, Danish, Belgian, and Spanish exchanges 
were also strong, and the Argentine paper peso rose to 
40*4 cents, within 5 per cent, of par, compared with a 
depreciation of 25 per cent, at the beginning of 1924. 
French rates held comparatively steady, and Swiss, 
Dutch, and Swedish exchanges continued to be quoted 
close to or above par, Italian exchange, on the other 
hand, showed weakness, ascribed chiefly to internal 
political uncertainties and large purchases of wheat, and 
Canadian exchange was also somewhat lower, apparently 
due partly to the smaller wheat crop and reduction in 
exports.

Comparison of the foreign exchange situation at the 
outset of 1925 with that o f a year ago reveals large 
progress during the year in the restoration of stable 
currency conditions in Europe. Sterling a year ago sold 
down to $4.21. A ll of the European exchanges were be
low par with the dollar, and of the exchanges greatly 
depreciated only those o f Austria, Finland, Latvia, and 
Lithuania had been stabilized. A t the outset o f 1925, 
on the other hand, sterling shows an advance of 14 per 
cent. Sweden has resumed gold payments, Dutch and 
Swiss exchanges stand at par, the currencies of Germany 
and Poland have been revaluated and, together with the 
new currencies of Latvia and Lithuania, held close to the 
new par, while those of Hungary, and Czecho-Slovakia 
have been substantially stabilized. In  January the 
South A frican Government announced its intention to 
resume gold payments not later than July 1 of this year.

Gold M ovem ent
During the first 24 days of January exports of gold 

from the Port of New York totaled $56,547,000, com
pared with $39,675,000 for the whole country for the 
month of December. Of the January shipments $15,- 
000,000 represented further withdrawals by Germany of

F o r e i g n  M o v e m e n t  o f  U n i t e d  S t a t e s  C u r r e n c y proceeds of the German loan. The exports, however, 
also included additional shipments of $8,700,000 to Eng
land, and $26,400,000 to India. The heavy exports of 
gold from  this country to India, together with large 
shipments from South A frica  follow a rise in India ’s 
merchandise export balance in the first eleven months of
1924 to the highest level since 1920.

Final figures on the country’s gold movement for 
December indicated gold imports of approximately 
$10,000,000, chiefly from France, Canada, and Argen
tina, so that the net export balance was somewhat less 
than $30,000,000. This was the first export balance 
since August 1920 and follows a net gold import move
ment amounting to $1,665,000,000.

The table below shows the December gold exports of 
the United States by principal countries and the figures 
for the Port of New York for the first 24 days of 
January. In addition to these exports, substantial 
amounts of gold were contracted for in the latter part of 
the month for shipment to Australia.

Country
Exports of gold from U. S. 

December 1924
From Port of New York 

January 1 to 24, 1925

Germany................................ $20,000,000
10,264,000
5.674.000 

220,000
466.000
188.000

1.001.000 
1,324,000

538,000

$15,000,000
8.711.000 

26,430,000

250,600

‘2,000,660
1.752.000
2.404.000

England..................................
British India.........................
Hong Kong...........................

Canada...................................

Netherlands..........................
All Other................................

Total................................... $39,675,000 $56,547,000

Foreign Trade
Foreign trade figures for 1924 showed an increase of 

$421,000,000 in exports, accompanied by a decrease o f 
$181,000,000 in imports, and the export balance, which 
had been $375,000,000 in 1923, rose to nearly a billion 
dollars. O f the increase in exports, nearly two-thirds is 
accounted for by the rise in cotton and grain exports that 
occurred in the later months of the year.

During the four months ended November, German 
purchases of American cotton alone totaled $93,000,000, 
or nearly 36 per cent, more than in the same period of
1923. The following diagram, o f the foreign trade of

MILLIONS
OF DOLLARS

Exports of Merchandise from the United States to Germany and Imports from Germany 1 9 1 9 -1 9 2 4  compared with 1913 . (Latest figures, November.)
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the United States with Germany since 1919, and for 
1913, shows the recent increase in exports to Germany. 
The value of imports from Germany, however, after a 
gradual increase since 1919, declined somewhat in 1924 
and was smaller than in 1913, notwithstanding that 
prices now are much higher.

During December slackening in the movement of 
cotton and grain caused a decline of $50,000,000 in total 
exports of the month to a point $84,000,000 below the 
October high level, but still about $16,000,000 above the 
rather high figures of December 1923. Imports, on the 
other hand, which have been increasing since August, 
showed a further gain of $38,000,000 to $334,000,000, 
the largest figure since May 1923, and $46,000,000 above 
December last year.

Production

The advance of 10 per cent, in the Federal Reserve 
B oard ’s composite index of production in December was 
accompanied by increases in a majority o f this bank’s 
indexes for individual industries. In many cases the 
indexes shown in the table below were close to or above 
the computed normal.

A  further increase of 14 per cent, in the average 
daily rate of pig iron output in December resulted in 
part from the blowing in of 23 additional blast furnaces. 
Notwithstanding an increase of 10 per cent, in daily 
steel output, which carried this bank’s index slightly 
above the computed normal for the first time since 
March, unfilled orders of the United States Steel Cor
poration rose 785,000 tons. Buying in January was re-

(Computed trend of past years=100 Per cent.)

1923 1924 1923
Yearly

Average
1924

Yearly
Average

Dec. Oct. Nov. Dec.
Producers' Goods

Pig iron......................................... 93 75 76 92 108 81
Steel ingots................................... 84 86 87 102 106 87
Bituminous coal........................... 89 94 89r 97 p 

109p 
75

104 88 p 
105p
95

Copper, U. S. mines..................... 104 110 113 99
Tin deliveries................................ 91 88 124 107
Zinc*............................................. 81 69 69 78 77 73
Petroleum..................................... 131 120 118 137
Gas and fuel oil............................ 105 98 100 102
Cotton consumption..................... 82 91 87 *92 96 80
Woolen mill activity*................... 91 97 98 97p 107 88 p 

151Cement.......................................... 153 147 152 157 142
Lumber......................................... 122 123 116 125
Leather, sole................................. 83 81 81 97

Consumers' Goods
Cattle slaughtered........................ 90 105 104 109p 102 105p

139p
89p

121p
112p
114p
85

Calves slaughtered........................ 140 161 146 174p
81p

119p
IlOp
93p
82

131
Sheep slaughtered......................... 83 84 77 87
Hogs slaughtered.......................... 109 110 110 127
Sugar meltings, U. S. ports.......... 96 114 91 107
Wheat flour................................... 91 111 96 108
Cigars............................................ 79 86 86 88
Cigarettes...................................... 80 78 69 84 87 82
Tobacco, manufactured................ 86 102 93 98 99 102
Gasoline........................................ 119 114 120 113
Tires*............................................ 116 198 158 134
Newsprint...................................... 104 113 107 i06 111 iio
Paper, total................................... 90 95 96 102 100 97
Boots and shoes............................ 75 96 80 81p 99 86p
Anthracite coal............................. 93 83 78r 85p 96 90p

118pAutomobile, all............................. 151 120 HOr 97p 143
Automobile, passenger.................. 153 124 112r 92 p 149 122p

103pAutomobile, truck......................... 145 104 104r 118p 118

*= Seasonal variation not allowed for
p=Preliminary
r=Revised

ported less active, but calls for delivery against previous 
orders raised steel mill operations to nearly 90 per cent, 
of capacity and additional iron furnaces were put in 
blast.

Mill consumption of cotton in December increased
40,000 bales to within 8 per cent, of normal, as measured 
by this bank’s index, and woolen mill activity was only
3 per cent, below normal. Mining of anthracite and 
bituminous coal increased contrary to the usual sea
sonal tendency, and in the week of January 10 bitumin
ous output reached the largest total in over 4 years.

Indexes of Business Activity

Nearly all o f this bank’s indexes o f distribution and 
general business activity were higher in December than 
in November and, as in the case o f the production in
dexes, many were close to or above normal, as measured 
by the trend of past years. The following table gives 
the indexes after allowance for seasonal variation and, 
where necessary, for price changes.

(Computed trend of past years=100 Per cent.)

1923 1924 1923
Yearly

1924
Yearly

Deo. Oct. Nov. Dec.
Average Average

Primary Distribution
Car loadings, merchandise and misc 103 108 102 103 106 103
Car loadings, other....................... 103 98 105 110 113 103
Wholesale trade, Second District.. 88 103 91 93 104 95

88 111 102 90p 86 94p
97 106 101 lllp 110 106p

Grain exports................................ 53 201 119 93 89 86
Panama Canal traffic.................... 160 103 106 120 146 126

Distribution to Consumer
Chain store sales........................... 103 93 97 99 99 95
Mail order sales............................ 85 103 90 104 93 95
Life insurance paid for.............. 120 112 107 125 107 107
Magazine advertising.................... 101 100 99 98 100 98
Newspaper advertising................. 97 92 92 100

General Business Activity
Bank debits, outside of New York

100 105 99 104 105 103
Bank debits, New York City....... 102 105 110 118 103 110
Velocity of Bank Deposits, outside 

of New York City..................... 101 94 92 93 100 98
Velocity of Bank Deposits, New 

York City.................................. 107 92 102 102 106 107
Postal receipts............................... 102 101 94 103 102 99
Electric power r .................................. 103 105 100 105
Employment, N. Y. State factories 
Business failures............................

99 91 91 *9i 102 *93
101 105 102 111 94 103

p=Preliminary 
r= Revised

Building

The value o f building contracts awarded throughout 
the country showed a further seasonal decline in Decem
ber but continued substantially larger than a year ago. 
Permits applied for, which precede contracts, increased 
about 10 per cent, over November in 343 cities and were 
almost as large as a year ago.

The increase in contracts recently has been mainly in 
the southeastern, central western, and middle Atlantic 
districts, while in the south permits have also increased
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largely. In the New York district, however, contracts 
awarded continued lower than a year ago, when the 
marked expansion in winter construction was in prog
ress, and in New York City the decline in permits was 
even more marked.

For the entire year 1924 total contracts let in 27 
States were 11 per cent, larger than in 1923, due chiefly 
to increased residential building in the New York dis
trict early in the year. The following diagram, com
paring contract awards during the last five years by 
types of construction, indicates the increased importance 
of residential building in the totals.

3,876

3 ,5 0 4

2,565

ALU OTHER

P U B L I C  U T I L -  
I T I E S  &  W O R K S

B U S I N E S S  &  
C O M M E R C I A L

R E S I D E N T I A L

1920 192.1 192.2 1923 1924
Value of Building Contract* Awarded Each Year in 27 States. (Figures in millions of dollars.)

Wages and Employment
Replies from  representative employers to this bank’s 

quarterly inquiry indicate continued stability in this 
district in the hiring rate of wages for unskilled labor. 
While there was evidence of a considerable labor sur
plus and a much reduced labor turnover as compared 
with a year ago, few employers reported reductions in 
their hiring rates, and the average rate remained about
2 per cent, below the highest level of 1923. In  the New 
England district, however, additional cotton mills re
duced wages of operatives 10 per cent, upon resuming 
more active operations.

Increases in factory employment of 1 per cent, in New 
York State and 2 per cent, in the country as a whole, 
occurred in December, and brought the totals to a level 
about midway between the summer low point and high
est point o f 1924 reached last March.

During the first half of January, further increases in 
factory employment were reported by employment o f
fices. The iron and steel industry continued to reemploy 
large numbers o f men, and there were seasonal increases 
in factories making automobiles and automobile parts, 
and in the apparel industries. Notwithstanding these

changes the number o f unemployed workers, especially 
unskilled labor, continues much larger than a year ago 
in practically all industrial centers of this district, and 
has resulted in rather difficult conditions in cities which 
lack diversification of industries.

Commodity Prices

Marked progress towards the reestablishment of a more 
normal relationship between agricultural and non-agri- 
cultural prices was indicated by the Bureau of Labor 
Statistics’ index o f wholesale prices for December. For 
the first time since 1920 the farm products and foods 
groups of this index stood at a level equal in relation to 
1913 prices with that o f all commodities o f the index. 
This equalization reflects both the recovery in farm 
products, and also a declining tendency in non-agricul- 
tural prices during the greater part o f the past two 
years. The accompanying diagram indicates the manner 
in which the various groups have come together. Dur
ing recent months, however, it is noteworthy that non
agricultural prices also have shared somewhat in a 
general upward tendency.

Wholesale Prices of Farm Products and Foods Compared with Prices of N on - A gricul tural Products and All Commodities of the Bureau of Labor Statistics Price Index. (In Percentages of the 1913 Average. Latest month December.)

Reflection of the rise in agricultural prices appeared 
also in other standard price indexes. Largely because 
o f these increases, indexes both o f the cost of living and 
of the general price level, including not only wholesale 
and retail prices, but also rents and wages, were sub
stantially higher than in June, though not appreciably 
higher than a year ago. The following table shows the 
changes in a number of these indexes, and in the Econo
m ist’s index of British wholesale prices, since June of 
this year and December o f last year.

Dec. 1923 June 1924 Deo. 1924

20 Basic Commodities (F. R. B. of N. Y .) . . . •
General Price Level (F. R, B. of N. Y .) .........
Wholesale Prices, Dept, of Labor......................

146.8
183
151

142.3
180
145

*155.2
184
157

Cost of living in U. S., Dept, of Labor............. 173 169 173
Economist (British)............................................... 170.1 168.2 180.3

♦January 24,1925
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Wholesale trade in this district showed somewhat less 
than the usual seasonal decline in December and was 
7Y2 per cent, larger than in December a year ago. This 
bank’s index of trade, after allowance for  seasonal 
variation, advanced slightly to 93 per cent, o f normal, as 
measured by the trend of past years.

Total sales for the year 1924 fell 5 per cent, below 
those o f 1923, compared with an increase o f 15 per 
cent, in 1923 over 1922.

The following table gives detailed comparisons for 
December sales and total sales o f 1924.

W h o l e s a l e  T r a d e

December 1924 Sales Annual Sales 
(Total Sales 1923= 

100 Per cent.)Percentage 
Change from 

Nov. 1924

Percentage 
Change from 

Deo. 1923 1919 1920 1921 1922 1923 1924

Diamonds.................... + 4 1 .0 + 2 6 .7 214 125 56 82 100 102
Dry goods.................... + 1 0 .5 + 2 4 .2 103 105 87 84 100 98

(a) C otton............... +  3 .6 + 1 4 .3 91 102 86 87 100 89
(b) Silk.................... + 17 .4 + 3 4 .0 116 107 88 80 100 107

Shoes............................. + 10 .3 + 1 8 .7 171 139 105 93 100 96
Drugs............................ +  5 .4 + 15 .9 85 89 82 90 100 106
Clothing....................... — 21.3 +  8 .6 84 97 77 83 100 91

(a) M en’s ................ — 32.2 + 31 .6 79 107 73 81 100 99
(b) Women’s dresses + 2 6 .2 + 15 .3 92 94 84 91 100 85
(c) Women’s coats

and suits.......... — 49.2 — 2 6 . o;* 83 87 75 80 100 85
Groceries...................... —  9 .7 +  2 .2 s* 121 129 90 93 100 96
Hardware..................... +  2 .1 —  0 .1  : 100 115 78 84 100 96
Jewelry......................... +  0 .9 —  6.8, 169 157 77 87 100 93
Machine tools ............. + 1 2 .8 —  8 .2  i 161 172 42 55 100 78
Stationery.................... —  1.3 — 14.31 103 128 91 90 100 102

Weighted Average.. —  7 .5 +  7 .5 106 113 84 87 100 95

Department Store Business

Final reports on department store sales in this district 
showed a substantial increase in sales over the same 
month of 1923, notwithstanding the fact that during the 
first half o f the month holiday trade was reported slow. 
The average increase in sales for the entire district was 
6.6 per cent., part o f which was attributed to an extra 
selling day this year, but the daily rate of sales showed 
an increase over December 1923 in several localities, in
cluding New York City. The average transaction was 
$2.95, compared with $2.87 in December a year ago.

For the year 1924 total department store sales report

ed to this bank were over 4y2 per cent, greater than in
1923, compared with an annual average increase o f about
8 per cent, during the previous five years, after allowance 
for price variations.

Stocks o f merchandise on hand during the early 
months o f the year showed increases over the 1923 level, 
but in the latter half o f the year there appeared to be 
a tendency to carry smaller stocks relative to the volume 
of sales than a year previous. Sales in 1924 were four 
times the average stocks o f merchandise valued at selling 
prices. This indicates a further slight increase in the 
rate o f turnover, which has been increasing since 1920.

The table at the foot of the page compares December 
sales and stocks with those o f a year previous, and also 
compares annual sales, average stocks, and annual rate 
o f turnover in each of the past six years.

Sales in all the main departments o f the stores showed 
at least slight increases over December 1923. Sales o f 
cotton goods, chiefly domestics, showed the largest in
crease. The following table shows the changes in sales 
by major departments.

Per cent. 
Change 
in Sales 

December 1923 
to

December 1924

Cotton goods............................................................................................... + 2 8 .3  
+ 1 7 .3  
+ 13 .5  
+ 12 .8  
+ 1 2 .0  
+ 10 .7  
+ 1 0 .5  
+  9 .5  
+  9 .3  
+  8 .4  
+  7 .9  
+  6 .9  
+  6 .0  
+  3 .5  
+  3.1 
+  2 .7  
+  0 .8  
+ 1 0 .2

Furniture......................................................................................................
Men’s furnishings...................................................................................
Toilet articles and drugs..........................................................................
Home furnishings.......................................................................................
Women’s ready-to-wear accessories.......................................................
Women’s and Misses’ ready-to-wear.....................................................
Shoes.............................................................................................................
Books and stationery................................................................................
Toys and sporting goods........................................................... ..............
Woolen goods..............................................................................................
Luggage and leather goods......................................................................
Men’s and Boys’ wear...............................................................................
Silk goods.....................................................................................................
Hosiery.........................................................................................................
Silverware and jewelry.............................................................................
Linens and handkerchiefs........................................................................
Miscellaneous................................................................................... ..

Mail order sales in December were more than one- 
fourth larger than in the same month of 1923, and this 
bank’s index advanced to 4 per cent, above the esti
mated normal as measured by the trend of past years, 
the highest with one exception since 1920.

Per cent. Change 
Dec. 1923 to Dec. 1924

Sales Stock

Annual Sales 
(Year 1923=100 Per cent.)

1919 1920 1921 1922 1923 1924

Average Stock on Hand 
(Year 1923=100 Per cent.)

1919 1920 1921 1922 1923 1924

Annual Rate of Stock 
Turnover

1919 1920 1921 1922 1923 1924

New Y ork ...............
Buffalo.....................
Newark...................
Rochester...............
Syracuse.................
Bridgeport..............
Elsewhere, 2d Dist.

All Dept. Stores.

Apparel Stores 
Mail crder houses.

+  7 .8  
+  7 .8  
+  7 .4  
+  5.2
—  2 .9  
+  2 .3
—  5.1

0+20.0 
+  4 .8  
+  4 .2  
—  5.0 
+  3 .6  
— 15.7

96
9688
92
99110
99

100100100100100100100

10410210«
106101100
99

81
89
81
93 

103
94 
79

110
115 
114 
133 
139
116

93101
89

104
106
99
93

94
96
90
95
96 101
92

100100100100100100100

101
103
103 
105
104 102
96

4 .0
3.0
3.4  2
2.9
3.1
2.4

3 .5  2.8
3 .0
2 .52.6
3.1 
2 .3

3 .9
3.1 
3 .7
3 .2
3.1
3.1
2.3

3.9
3.2
3.8
3.6
3.4  
3 .0
2 .4

4.0
3.3 
3 .9
3 .6
3.6
3.3
2 .3

4.2
3.3  
4 .0  
3 .6  
3 .5
3 .2
2.3

+ 6.6 +  0 .7 80 95 91 93 100 105 81 110 93 94 100 103 3.8 3.3 3 .8 3 .8 3.9 4 .0
+24.9
+25.9

+ 5 6 .6 76
101

87
103

100100 108
107

64 91 82 90 100 118 5 .7 4.6 5.0 4 .8 4 .5
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N e w  Y o r k  R e s e r v e  B a n k  O p e r a t i o n s  i n  1 9 2 4

TH E  f o l l o w i n g  t a b le  p r e s e n t s  in  c o m p a r a t iv e  f o r m  f o r  t h e  p a s t  t h r e e  y e a r s  t h e  v o lu m e  o f  t h e  p r i n c i p a l  o p e r a 
t io n s  o f  t h e  F e d e r a l  R e s e r v e  B a n k  o f  N e w  Y o r k ,  w h i c h  a r e  o f  s u c h  c h a r a c t e r  t h a t  t h e y  c a n  b e  e x p r e s s e d  in  

q u a n t i t a t i v e  t e r m s . A b o u t  o n e - t h i r d  o f  a l l  t h e  b a n k in g  r e s o u r c e s  o f  t h e  c o u n t r y  a r e  w i t h i n  t h is  F e d e r a l  R e s e r v e  
d i s t r i c t ,  a n d  t h e  N e w  Y o r k  R e s e r v e  B a n k  c o n d u c t s  a b o u t  o n e - t h i r d  o f  t h e  b u s in e s s  o f  t h e  e n t i r e  F e d e r a l  R e s e r v e  

S y s t e m . A t  t h e  c lo s e  o f  b u s in e s s  o n  D e c e m b e r  3 1 , t h e  t o t a l  p e r s o n n e l  o f  th e  N ew 7” Y o r k  R e s e r v e  B a n k ,  i n c l u d i n g  
th e  B u f f a l o  B r a n c h ,  n u m b e r e d  2 ,6 5 3  p e r s o n s .

S u p p l y i n g  C u r r e n c y  a n d  C o i n

Cu rren cy  P aid  O u t , R eceived , or R edeemed . 1922 1923 1924
In d iv idu a l notes cou n ted ...................................................................................  412,347,000 477,257,000 512,097,000
D ollar am ount pa id  and r e c e iv e d * ...........................................................  $4,952,308,000 $5,807,207,000 $6,014,938,000

Coin  P aid  Ou t  or R eceived , a service previously  perform ed  large ly  b y  
the Subtreasury, but now  entirely  in the hands o f  the F ederal 
Reserve B ank.

N um ber o f  coins handled in  paying , receiv in g  and c o u n t in g * . .  2,269,651,000 2,545,487,000 2,767,828,000
T ons o f  coin  handled in  paying , receiving, and c o u n t in g * ............  10,812 12,456 13,491
D ollar am ounts p a id  out and re ce iv ed ......................................................... $186,500,000 $228,798,000 $274,869,000

M a k i n g  L o a n s  a n d  I n v e s t m e n t s
B il l s  D iscounted  for  M em ber  B a n k s , either discounted custom ers/ 

papeT or advances again st the notes o f  m em ber banks secured b y  
collateral in  the fo rm  o f  Governm ent securities or com m ercia l or 
agricu ltu ral paper.

N um ber o f  b ills  d iscou n ted ..............................................................................  61,000 72,000 40,000
D ollar a m o u n t ........................................................................................................  $9,206,364,000 $17,951,843,000 $7,031,000,000

A cceptances  and  Go vern m en t  O blig ation s  purchased fo r  the account o f  
this bank and other F edera l Reserve Banks.

D ollar a m o u n t ........................................................................................................  $3,750,000,000 $3,528,000,000 $3,672,000,000

C o l l e c t i n g  C h e c k s , D r a f t s , N o t e s , a n d  C o u p o n s

Ca s h  I te m s , m ostly checks, handled fo r  co llection  fo r  banks in all parts 
o f  the country.

N um ber o f  item s. . . ............................................................................................  118,589,000 128,396,000 136,166,000
D ollar a m o u n t ........................................................................................................  $62,280,122,000 $65,518,030,000 $68,397,734,000

N on -c a sh  I te m s , handled fo r  collection , includ ing  d ra fts , notes, and 
coupons.

N um ber o f  item s...................................................................................................  1,741,000 2,177,000 2,429,000
D ollar a m o u n t ........................................................................................................  $1,519,894,000 $1,920,719,000 $1,873,743,000

S u p p l e m e n t a r y  S e r v i c e s
Secu rities  H eld in  safekeepin g  fo r  the U nited States Governm ent, the 

W a r F inance C orporation, and others.
A verage dollar am oun t........................................................................................ $1,000,000,000 $1,010,000,000 $979,000,000

A c ceptan ces  an d  Oth er  Secu rities  B ought  or S old fo r  m em ber banks, 
and fo re ig n  banks.

D ollar a m o u n t ........................................................................................................  $302,000,000 $237,712,000 $173,682,000
F unds  T ran sferred  b y  T elegraph  to  and from  all parts o f  the country 

fo r  the T reasury D epartm ent and m em ber banks.
N um ber o f  tra n s fe rs ............................................................................................  236,000 284,000 286,000
D ollar a m o u n t ........................................................................................................  $25,126,090,000 $28,031,500,000 $35,042,000,000

S e r v i c e s  i n  C o n n e c t i o n  w i t h  G o v e r n m e n t  L o a n s

U n ited  S tates  Go v e r n m e n t  S ecu rities  issued, redeem ed, or exchanged, 
inclu d in g  G overnm ent bonds, notes, and certificates o f  indebtedness.

N um ber o f  item s...................................................................................................  7,030,000 8,247,000 2,987,000
D ollar a m o u n t ........................................................................................................  $6,449,625,000 $3,148,870,000 $3,522,486,000

Coupons  P aid  on  G overn m en t  S ec u r it ie s .
N um ber o f  cou p on s............................................................................................... 22,685,000 17,684,000 14,055,000
D ollar a m o u n t ........................................................................................................  $336,468,000 $337,344,000 $332,369,000

(I n  add ition  to  these operations fo r  the Treasury, the bank p erform ed  
other w ork fo r  the Governm ent connected w ith the currency, the 
collection  o f  checks, the custody, purchase and sale o f  securities, the 
tra n sfer o f  fu nds, etc., which have been re ferred  to under their 
respective headin gs.)

* Buffalo Branch operations excluded.
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Federal Reserve Agent Federal Reserve Bank, New York March 1, 1925

Business Conditions in the United States

F U RTHER growth in production during January 
carried the output of basic commodities to the 
highest point reached since the spring of 1923. 

Employment at industrial establishments increased 
slightly, but remained below the level of a year ago. 
Prices of farm products continued to advance and there 
were smaller increases in the wholesale prices of most 
of the other groups o f commodities.

P ro duction

Production in basic industries, after a rapid increase 
in recent months, advanced 8 per cent, in January and 
was 34 per cent, above the low point o f last summer. 
The most important factor in the increase in the level 
o f production since August has been the greater activity 
in the iron and steel industry, but in January the output 
of lumber, minerals, food  products, and paper, and the 
mill consumption of cotton also showed considerable 
increases. The woolen industry was somewhat less active 
in January and output o f automobiles, though larger 
than in December, was considerably smaller than a year 
ago. Further increases during the month in employment 
in the metal, textile, and leather industries were largely 
offset by seasonal declines in the number employed in 
the building materials and food products industries.

PER CENT.

Index of 22 Basic Commodities Corrected for Seasonal Variation.
(1919 =  100 Per cent. Latest figure, January.)

Building activity, as measured by contracts awarded, 
though less in January than during the closing months 
of 1924, was near the high level of a year ago.

T rade

Railroad shipments were in record volume for  this 
time of year, and loadings of merchandise and miscella
neous products were particularly heavy. Wholesale trade 
in January, however, was slightly smaller than in Decem
ber. Sales of groceries, shoes, and hardware were in 
smaller volume, while sales o f dry goods and drugs 
increased. Department store sales in most districts were 
somewhat smaller than a year ago, but sales o f mail order 
houses were considerably larger.

P rices

Wholesale prices, as measured by the index o f the 
Bureau o f Labor Statistics, rose 2 per cent, during 
January to the highest level in four years. The increase 
o f 10 per cent, in the index since last June represents 
an advance of 19 per cent, in prices o f agricultural com
modities and 3 per cent, in other commodities. In  the 
first half of February prices of grains, wool, coal, and 
lead declined, while petroleum and gasoline prices ad
vanced sharply, and cotton, silk, and rubber showed 
smaller increases.

PERCENT.

WHOLESALE
PRICES

1913*100

*160

1922 1923 19 &4 1925
Index of U. S. Bureau of Labor Statistics. (1913 =  100 Per Cent,

base adopted by Bureau. Latest figure, January.)
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BILLIONS OF DOLLARS BILLIONS OF DOLLARS

Weekly Figures for Member Banks in 101 Leading Cities. (Latest figures, February 11.)
B a n k  C r e d it

Loans and investments of member banks in leading 
cities, following the rapid growth during the last half 
o f 1924, declined by about $100,000,000 between the 
middle of January and the middle of February. This 
decrease represents a reduction in the holdings o f invest
ments, chiefly at banks in New York, partly offset by an 
increase in loans. Loans on stocks and bonds increased, 
though less rapidly than in the latter part of 1924, while 
loans for commercial purposes declined slightly from  the 
high level reached in the middle of January. Net demand 
deposits, owing largely to decreases at New York City 
banks, declined sharply from the high point reached in 
the middle of January.

A t the Federal Reserve Banks the seasonal liquidation 
resulting from the return flow of currency from circula
tion came to a close by January 21 and during the fo l
lowing four weeks there was an increase in total earning 
assets. This increase reflected largely the demand for 
gold for export, which led member banks to increase their 
discounts at the Reserve Banks. Reserve Bank holdings 
of United States securities declined further, while ac
ceptances showed relatively little change for the period.

Money rates, after remaining comparatively steady 
during most of January, showed a firmer tendency dur
ing February, when rates for prime commercial paper 
advanced to 3%  per cent.

Effective February 27 the discount rate of the Federal 
Reserve Bank of New York was increased from 3 to 3y2 
per cent, on all discounts and advances.

Banking Conditions in the Second District

The volume of credit extended by reporting member 
banks in the Second District declined in the latter part 
of January and the first half o f February, and on Feb
ruary 18 total loans and investments were $178,000,000 
lower than on January 14, while total deposits showed 
a decrease o f $307,000,000. These changes were in con
trast with moderate increases for reporting banks in 
other sections o f the country, and accompanied continued

Reserve Bank Credit Weekly Figures for 12 Federal Reserve Banks (Latest figures, February 18.)
exports of gold from  New York, loss o f funds to the 
interior during the early part o f February, and further 
reduction of Government security holdings by the 
Federal Reserve Bank of New York and by the System.

Most of the decrease in member bank credit within 
the district was due to a further reduction of security 
holdings by New York City banks to a level on February 
18 of $233,000,000, or 12 per cent, below the high point 
reached last fall. Loans secured by stocks and bonds 
were relatively little changed, and the volume of bor
rowing for commercial purposes, while considerably 
reduced early in the period, increased $70,000,000 in the 
week ended February 18, almost to the highest levels o f 
last fall.

The following diagram indicates by weeks the recent 
tendencies in the aggregate figures of loans and invest
ments, and deposits, of reporting banks in the Second 
District, and in all districts except the Second.
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A t the Federal Reserve Bank of New York rediscounts 

for member banks increased substantially in February 
and in the latter part of the month exceeded $200,000,000
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or the highest in over a year. These increases were only 
partly offset by a decrease in holdings of Government 
securities, so that total earning assets rose again to 
approximately the levels prevailing during the holiday 
trade expansion in December.

Velocity of Bank Deposits
Increases in January in various phases of business 

and financial activity were accompanied by a consider
able increase in the velocity o f bank deposits, or rate 
at which funds are checked out of banks. In the 
last six months of 1924 the rate o f turnover of bank 
funds in 140 centers outside of New York fell approxi
mately 8 per cent, below the average of the past six 
years, a factor which tended to limit the effects of the 
large expansion of deposits upon prices and general busi
ness activity. The increase in velocity in January, accom
panied by a further increase in bank deposits, resulted 
in a larger total of check payments, or debits to indivi
dual deposits, than in any previous month.

The following diagram shows in percentages of the 
six year average the changes in the rate of turnover for 
140 centers outside of New York and compares this with 
the rate in New York City, which was at a relatively 
high level during most of last year, reflecting partly 
activity in the security markets.

PERCENT.

Rate of Turnover of Bank Deposits in New York City and in 140 Centers Outside of New York City after Allowance for Seasonal Variation. (Six-year average =100 Per cent.Latest figures, January.)

M oney M arket
Further outflow of gold, loss of funds to the interior, 

and a seasonal increase in the demand for funds contri
buted to firmer money conditions in February.

A  somewhat less active demand for commercial paper 
in the middle west, together with small demand at 
New York, was reflected in a slight advance in open 
market rates on prime paper to 3%  per cent. Supplies 
of paper were reported only moderate following con
siderably less than the usual seasonal increase in Janu
ary, when the volume of paper outstanding reported 
by 26 dealers increased $20,000,000 to $818,000,000 on 
January 31.

In the bill market firmer conditions were indicated 
by a somewhat reduced demand for bills and mod
erately increased sales to the Reserve Banks. Open 
market rates advanced %  of 1 per cent, on most maturi
ties to 3%  per cent, on dealers’ purchases of 90-day bills 
and 3% per cent, on their sales, the highest rates since 
May. Yields on Treasury short term issues maturing in 
six and nine months also increased slightly.

Rates for 60-90 day loans on stock market collateral 
advanced %  of 1 per cent, to 4 per cent., the highest since 
June. Call money renewals ranging 3 to 4^4 per cent, 
were generally higher than in January, and late in the 
month the rate for new loans advanced to 5 per cent.

MILLIONS
OF OOLLAH5

Commercial Paper Outstanding—26 Dealers.

Security Markets

The bond market continued active and firm during 
most of February. Representative averages of high 
grade corporation bonds advanced over %  a point to a 
new high level for recent years. United States Govern
ment securities were steady and foreign bonds generally 
firm, although French issues reacted slightly accompany
ing the decline in exchange rates.

In the stock market industrial price averages advanced 
early in the month to a new high point while railroad 
averages continued at about the highest levels since 
1917. Later in the month stocks reacted sharply, but 
in somewhat slackened trading prices subsequently re
covered their losses and both railway and industrial 
averages held close to the year’s high levels.

New security offerings continued in large volume and 
brought the total since the first of the year to a billion 
dollars. Domestic stock issues continued heavy, while 
foreign issues of all kinds during the first 26 days of 
February totaled $150,000,000. Of these, the largest 
were $35,000,000 bonds of the Republic o f Poland, 
$20,000,000 bonds of the Est Railroad of France, 
$35,000,000 Canadian National Railway bonds, and 
$25,000,000 six months refunding notes of the Argentine 
Government.

Foreign Exchange

Foreign exchange rates generally reacted in February, 
following their rapid advance in previous months. 
Sterling declined over 5 cents to $4.74%, Swiss and 
Dutch exchanges fell somewhat below par and most 
other leading European exchanges except those of
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Sweden, Germany, and Austria likewise lost ground. 
These reactions were accompanied by a slight decline in 
the Canadian dollar, and losses in rates on Argentina, 
Brazil, India, and China. The Japanese yen, on the 
other hand, advanced substantially, accompanying an
nouncement of the government’s policy of stabilization.

European Public Finance

Apart from the marked rise in exchanges during the 
past year, one of the important evidences of improved 
economic conditions in Europe has been the substantial 
progress made towards a balancing of governmental 
budgets. A t the close o f the war the belligerent nations 
were covering a comparatively small part of their ex
penditures out of current revenue. While neutral coun
tries were doing much better, only Sweden and Norway 
apparently were fully paying their way.

In 1920-21 England, by heavy taxation and economy, 
reestablished a balanced budget. Through programs of 
currency revaluation or stabilization, supported by for
eign loans, the budgets of Germany, Hungary, and 
Poland have been balanced in the past year, and the 
deficit in Austria greatly reduced. Improvement in 
Greek finances since the cessation o f the war and progress 
in Italy are likewise noteworthy. Denmark, which had 
achieved a balance in 1922-23, was less successful in 
1923-24 as a result o f losses occurring to the State from 
the failure of the Landmansbank.

The following diagram indicates the percentage of 
government expenditures covered by revenue of leading 
European countries by fiscal years. While the figures 
are taken from the best available sources they are in 
some cases preliminary and subject to later revision. 
Owing also to the different accounting methods in d if
ferent countries, the comparisons should be taken as 
approximate only.

Gold M ovement

Exports of gold amounting to $32,000,000 from  the 
Port of New York during the first 24 days of February, 
while considerably smaller than in the corresponding 
period of January, raised total exports for the country 
since December 1 to approximately $150,000,000. Ship
ments aggregating about $12,500,000 to Germany and a 
like amount to India brought the total movement from 
the United States since December 1 to $50,000,000 in the 
case of Germany, and to a slightly larger sum in the 
case o f India. In addition to these larger shipments, 
exports in February included between $1,000,000 and 
$2,000,000 separately to Venezuela, Poland, Holland, 
and England, and smaller amounts to eleven other coun
tries. There was also reported to have been a substantial 
shipment o f gold from  San Francisco to Australia dur
ing the month.

Final figures on the gold movement for the country 
for January indicated total exports of $73,000,000, with 
the exception of June 1919 the largest amount ever 
shipped in one month. Imports aggregated slightly over 
$4,000,000, of which more than half was from  Canada.

Foreign Trade

Imports of merchandise in January showed a further 
increase of $13,000,000 to $346,000,000, the highest total 
since May 1923 and, with the exception o f that month 
and the two preceding months, the highest since 1920. 
Exports were practically unchanged at $447,000,000, 
and, as a result, the export merchandise balance was 
reduced to $101,000,000, the smallest since last August, 
but about the same as in January a year ago.

The recent increase in imports of 36 per cent, com
pared with last August, or several times more than the

1919 1920 1921 1922 1923 1924 1919 1920 1921 1922 1923 1924 1919 1920 1921 1922 1923 1924 1919 1920 1921 1922 1923 1924 1919 1920 1921 1922 1923 1924 1919 1920 1921 1922 1923 1924 1920 1921 1922 1923 1924

ENGLAND FRANCE B E L G I U M ITALY GREECE G E R M A N Y AUSTRIA

1921 1922 1923 1924 1919*1920 I921T922 1923 B2.4 1919 1920 1921 1922 1923 1924 1919 1920 1921 1922 1923 1924 1919 1920 19211922 19211924' T919~T920 1521 1922 1923 1924

HUNGARY POLAND SWEDEN ^  NORWAY DENMARK HOLLAND SWITZERLAND
Government Revenue in Leading European Countries compared with Expenditures by Fiscal Years. Columns show revenue for each yearas a percentage of expenditures.
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usual seasonal increase, was due in part to increased 
imports of raw silk and rubber at higher prices, accom
panying greater activity in consuming industries in this 
country.

For the entire year 1924 the detailed figures recently 
made available reveal comparatively little change in the 
general character of exports and imports notwithstand
ing the substantial increase in grain shipments in the 
later months. This is shown by the following table, 
which compares the percentages of various major groups 
of commodities to the total exports and imports in 
recent years and in 1913.

Commodity Group

Foodstuff's in crude condition and food
animals..................................................

Foodstuffs partly or wholly prepared. 
Crude materials for use in manufacturing 
Manufactures for further use in manu

facturing ....................................................
Manufactures ready for consum ption...

All commodities.......................................

Imports

1913

100

1922

100

1923

100

1924

100

Exports

1913

100 100

1923

100

1924

9
13 
29

14
35

100

Production

Further marked increase in production occurred in 
most manufacturing industries in January.

In the iron and steel industry 23 additional blast 
furnaces were blown in, and average daily production of 
pig iron and steel increased almost to the exceptionally 
high levels of last March. Despite this activity, unfilled 
orders of the Steel Corporation increased 221,000 tons 
to the highest since August 1923. In  February new

(Computed trend of past years—100 Per cent.)

1924 1925

Jan. Nov. Dec. Jan.

Producers’ Goods
Pig iron........................................................... 94 76 92 102
Steel ingots.................................................... lOlr 90r 112r 113r
Bituminous coal.......................... ................ 108 89 98 109
Copper, U. S. mines.................................... 111 113 109
Tin deliveries............................................ 91 124 75 i30
Zinc.................................................................. lOOr 97 r 105r 97r
Petroleum...................................................... 126 118 116
Gas and fuel oil............................................ 109 100 107
Cotton consumption.................................... 95 87 92 *96
Woolen mill activity*................................. 94 98 100 98p
Cement............................................................ 148r 123r 126r 145r
Lumber........................................................... 137 116 122
Leather, sole.................................................. 84 81 87

Consumers' Goods
Cattle slaughtered....................................... 106 104 109 110
Calves slaughtered....................................... 145 146 174 149
Sheep slaughtered........................................ 92 77 81 83
Hogs slaughtered......................................... 113 110 119 112
Sugar meltings, U. S. ports....................... 90 91 110
Wheat flour................................................... 99r 9 Or lOlr i03r
Cigars.............................................................. 98r lOlr lOOr 102r
Cigarettes....................................................... 99 69 84 90
Tobacco, manufactured.............................. 115 93 98 111
Gasoline.......................................................... 125 120 133
Tires*.............................................................. 144 158 165
Newsprint...................................................... 109 107 106 i09
Paper, tota l................................................... 100 96 102
Boots and shoes............................................ 79 81 79 77p
Anthracite coal............................................. 97 78 86 90
Automobile, a ll............................................. 142 110 97 lOOp
Automobile, passenger................................ 139 112 92 94p
Automobile, truck........................................ 152 104 118 122p

buying failed to keep pace with output, and while calls 
for delivery on old orders raised mill operations to over 
90 per cent, o f capacity early in February, the rate of 
operations tended to decrease later in the month.

A  further increase of nearly 58,000 bales in mill con
sumption of cotton in January raised this bank’s index 
to within 5 per cent, o f computed normal, the highest 
since November 1923, and woolen mill activity was also 
at a relatively high level. Output o f bituminous coal 
and cement was larger than in any previous January. 
In the automobile industry, on the other hand, passenger 
car production, while larger than in December, fell 29 
per cent, below January of last year. The truck output 
was also larger than in December but smaller than a 
year ago.

The foregoing table gives for recent months this 
bank’s indexes of production in percentages of the com
puted trend, after allowance for  seasonal variation.

Indexes of Business Activity

Indexes o f trade and general business activity showed, 
as a rule, further advances in January. Bank debits in 
140 centers outside of New York City were larger than 
in any previous month, notwithstanding that a decline 
usually occurs from  December, and this bank’s index 
advanced to 12 per cent, above the computed trend, the 
highest since May 1923.

Railway loadings of revenue freight throughout the 
country in the first six weeks of the year were over 
3 per cent, above the corresponding period a year ago. 
Increases occurred in every district except the eastern 
and were particularly marked in merchandise and mis
cellaneous loadings in the western districts. The follow
ing table gives this bank’s indexes, after allowance for 
seasonal variation and, where necessary, for price 
changes.

(Computed trend of past years=100 Per cent.)

Primary Distribution
Car loadings, merchandise and m isc. . . .
Car loadings, o the r................... ..................
Wholesale trade, Second D is t r ic t .............
E xpo rts ...........................................................
Im p o rts ...........................................................
G rain exports................................................
Panama Canal tra ff ic ..................................

Distribution to Consumer
Departm ent store sales, Second D is tr ic t.
Chain store sales...........................................
M a il order sales............................................
L ife  insurance paid fo r ................................
Magazine advertis ing ..................................
Newspaper advertis ing ...............................

General Business Activity
Bank debits, outside of New Y o rk  C ity .
Bank debits, New Y o rk  C it y ...................
Ve locity of bank deposits, outside of

New Y o rk  C ity ........................................
Ve locity of bank deposits, New Y o rk

C ity .........................................................
Postal receipts..........................................
E lectric power..................................
Em ploym ent, N . Y . State fac to ries .. .  
Business fa ilu res.......................................

1924

Jan.

101
108
10588100
62

146

99r
92
92

103
97
96

101
104

lOOr

llOr101
105r
99
91

Nov.

102
105 
91102101

119
106

104r
97
90

107
99
92

99110
94r

106r
94

lOOr
91102

Dec.

103110
93
89

108
93120

103r
99

104
125
98
92

104
118

92r

107r
103
107r
91111

1925

Jan.

104
113
96
96p

112p

97 r
92
98 
98 
92

112122
lOlr

111 r 
98

92
98

p=> Preliminary
r» Revised

*= Seasonal variation not allowed for p=» Preliminaryr=» Revised

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1, 1925



6 MONTHLY REVIEW, MARCH 1, 1925

Factory employment in January declined slightly in 
New York State, in accordance with the seasonal ten
dency, but for the country as a whole increased about
1 per cent, to the highest point since May. Both in 
New York State and for the country generally, the fig
ures continued considerably below a year ago, and while 
a shortage of skilled mechanics was reported in a few 
localities, there continued to be a surplus of unskilled 
and semi-skilled labor. In contrast, production in basic 
industries reached levels substantially higher than a 
year ago, and while the figures do not cover precisely 
the same establishments an increase in the output of 
goods per worker appears to be indicated. The follow
ing table compares indexes of factory employment and 
production in basic industries in January with recent 
years, and indicates also the relative position of wages 
and wholesale prices.

E m p l o y m e n t  a n d  W a g e s

(1919-100 Per cent.)

Jan. 1923 Jan. 1924 Jan. 1925

Production (F. R. B. Index)............................... 121 120 126p
Employment (F. R. B. Index)........................... 99 98 93
Wages (N. Y. State Factories)........................... 112 118 120
Commodity Prices (U. S. Dept, of Labor). . . . 76 73 78

p=-Preliminary

Wage reductions in the cotton industry and to a 
limited extent in the iron and steel industry were re
ported in other districts, but in general wage scales held 
steady. Total payrolls and average weekly earnings, 
however, were reduced somewhat by time out for factory 
inventory and repair work.

Building

Building contracts awarded throughout the country 
in January, while 10 per cent, smaller than in Decem
ber, were practically equal to the exceptionally large 
figures of last year. Contemplated new work, as re
ported by the F. W . Dodge Corporation, and permits 
issued in leading cities, were also close to the 1924 
totals.

Building materials prices advanced in January, and 
according to the Department of Labor’s index were
6 per cent, higher than last summer, though slightly 
lower than a year ago. Building wages continued gen
erally unchanged.

Commodity Prices

Further rise of 2 per cent, in the Department of 
Labor’s index of wholesale prices occurred in January 
and brought the index to the highest level since 1921. 
As over the past six months, this advance was due largely 
to rise in farm products and foods. The following table, 
showing recent tendencies in the various commodity 
groups, indicates that as compared with last June most 
of the advance has been in commodities which had been 
below the general average, while compared with January 
last year, all groups but four show actual decreases.

(1913=100 Per cent.)

Percentage Change from

Commodity Group
Jan.
1925

June
1924

Jan.
1924

Farm products........................................... 163.4 + 21 .9 + 1 3 .5
F oods............................................................ 159.8 + 1 7 .8  

+  2.1
—  3 .9

+ 1 1 .7  
—  4 .4Cloths and clothing.................................. 191.1

Fuel and lighting....................................... 167.9 —  0 .7
Metals and metal products..................... 136.3 +  3.1 

+  3 .8  
+  6 .8  
+  0 .5

—  4 .0
Building materials.................................... 179.3 —  0 .9
Chemicals and drugs................................ 135.2 +  2 .4
House furnishings...................................... 172.6 —  1.9
Miscellaneous............................................. 127.1 + 1 4 .4 +  8 .6

All commodities.................................... 160.0 + 1 0 .7 +  6 .0

During the first three weeks of February reactions 
from the January high levels were general among basic 
commodities. Due, however, to increases in prices of 
hogs, petroleum, and silk, this bank’s weekly index of
20 basic commodities remained approximately at the 
January high level.

The following diagram, comparing recent price move
ments in Great Britain and the United States, indicates 
some downward tendency recently in England, reflecting 
the rise in sterling exchange in January. A  large part 
o f the spread, however, which developed between price 
levels in the two countries, following the fall in sterling 
a year ago, remains.

PERCENT,

Department of Labor Index of Wholesale Prices in the United States and the Economist Index of Prices in Engand. (Latest figures, January. 1913 average =  100 Per cent).)

Business Profits

Available financial statements o f 102 important manu
facturing and distributing concerns for 1924 reveal a 
substantial decrease in aggregate net profits compared 
with 1923, due to smaller profits in the steel and railroad 
equipment, and textile and clothing industries. In the 
case of motor and accessory companies, not included in 
the list, owing to delay in publication of annual state
ments, figures for 9 months also indicate substantially 
smaller profits than in 1923. Other groups of industrial 
and merchandising companies included in the list, on 
the other hand, showed little change or had profits some
what larger than last year.
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Net profits of public utility companies, both telephone 
and other utilities, continued the increase which has been 
in progress since 1918. Earnings of Class I railroads 
continued at the relatively high level reached in 1923, 
notwithstanding a decline of about 7 per cent, in traffic, 
which was offset by economies in operation.

(Net Profits in r Millions of Dollars)

Group
No. of 
Corpo
rations

Steel and railroad equipment___
Oils....................................................
Food and food products...............
Clothing (inc. leather & textiles)
Tobacco............................................
Miscellaneous industrials.............
Stores................................................

Total 7 groups............................

Telephone........................................
Other public utilities.....................

Total public utilities.................

Total 9 groups .........................

Class I railroads.............................

16
91211
7

3710
102
70
27

97

199

192

1917

310
17
65
52
29

133
41

647

125

772

934

1918

198
13
53
41
28

108
37

478

113

591

639

1919

130
17
57
59
30
78
56

427

120
547

516

1920

162
18
556
33
75
25

374

127

501

58

1921

172

107
46

153

325

616

1922

347

126
71

197

544

777

1923

17512
75
35
49
93
65

504

136
84

220
724

984

1924

123
13
75
17
56
9568

447

150p
96

246

693

987

♦Deficit 
p —Preliminary

Wholesale Trade

January sales in most o f the reporting lines of whole
sale trade in this district fell below those of January 
1924. As the aggregate sales last year, however, were 
fairly large, this bank’s index, which allows for price 
changes and seasonal variation, advanced 3 points from 
the December figure to 96 per cent, of the computed 
trend or normal.

Commission house sales of cotton goods, which were 
unusually low last year, increased 18 per cent., and in
creases occurred also in silk goods, women’s dresses, 
m en’s clothing, and paper. Reductions, on the other 
hand, ranging from 4 to 27 per cent., occurred in gro
ceries, women’s coats and suits, stationery, machine tools, 
shoes, and jobbers’ sales of cotton goods.

Beginning with January this bank has undertaken the 
collection of stock figures in certain lines of wholesale 
trade, and the following table gives, in conjunction with

Commodity

Cotton— Commission houses
Women’s dresses.....................
Silk goods.................................
Men’s clothing........................
Paper.........................................
Diamonds.................................
Jewelry......................................
Drugs........................................
Hardware.................................
Groceries..................... . ..........
Women’s coat* and suits-----
Stationery................................
Shoes.........................................
Machine tools.........................
Cotton— Jobbers....................

Weighted Average.............

January 1925 Sales

Percentage 
Change 

from 
December 1924

Percentage 
Change 

from 
January 1924

—  6 .6 + 1 8 .4
+ 77 .0 +  5.9
+ 18 .0 +  4 .9
+ 30 .6 +  2 .6

+  1.8
—  6.5 +  0 .2
— 54.7 —  0 .6
+  7.6 —  1.1
— 14.7 —  1.8
—  6.5 —  4 .4
+ 82 .9 —  5.3
+  3 .0 —  7 .4
— 19.9 — 14.9
— 1'5.8 — 16.3
— 26.5 — 26.7

+  6 .5 —  4 .9

Stocks on 
Jan. 31, 1925

Percentage 
Change 

from 
Jan. 31, 1924

+ 6.6

+i4'.3
— is !  4 

— i9!9

the sales figures, the comparative merchandise stocks for 
January in 1925 and 1924, in four lines from  which a 
representative number of reports was obtained. As in
dicated in the table, stocks held by cotton jobbers and 
shoe dealers are running considerably below last year, 
while those of dealers in groceries and jewelry and dia
monds are higher than a year ago.

Department Store Business

January sales o f 79 leading department stores in 
this district averaged 1.4 per cent, larger than a year 
ago, which is less than the usual year to year increase. 
More than half of the reports, especially those from  the 
smaller stores, showed a decrease in sales compared with 
last year. Wliile apparel stores reported a substantial 
increase, this was due, as in recent months, to store 
expansion during the year.

Department store stocks of merchandise on hand on 
January 31 showed about the same increase over a year 
ago as did sales. The average amount of the individual 
sales transaction was $2.87, the same as in January 1924. 
The following table compares January sales and stocks 
in the various localities in the district with those of a 
year ago.

Percentage Change 
in Sales 

January 1924 
to

January 1925

Percentage Change 
in Stock 

January 31, 1924 
to

January 31, 1925

+  0 .7  
+  4 .6  
+  4 .5

+  1.4
—  6 .3

Rochester...................................................... +  7 .7
Syracuse........................................................ —  0 .2 +  2 .7
Newark.......................................................... +  2 .8 + 11 .0
Bridgeport.................................................... +  1.1 

+  1.2 
—  5.1

+  5 .6
Elsewhere..................................................... —  8 .3

Northern New York State...................
Central New York State...................... —  6.3
Southern New York State................... +  4 .4  

—  6 .8Hudson River Valley D istrict.............
Capital District...................................... +  9 .4

All department stores................................ +  1.4 +  1.5

Apparel stores.............................................. + 1 3 .3 + 4 6 .3
Mail order houses....................................... + 1 0 .7

The chief increases in sales by departments were in 
shoes, cotton and linen goods, furniture and home fu r
nishings, women’s apparel, and toilet articles and drugs. 
Changes in sales and stocks in these and other depart
ments are shown in the table following.

Percentage Change 
in Sales 

January 1924 
to

January 1925

Percentage Change 
in Stock 

January 31, 1924 
to

January 31, 1925

Shoes.............................................................. + 2 4 .7
+ 14 .4

+  1.1
Cotton goods............................................... —  2 .7
Furniture..................................................... + 1 2 .2  

+ 1 0 .7  
+  8 .8  
+  8 .8

—  2.9
Women’s and Misses’ ready-to-wear. . . 
Toilet articles and drugs...........................

+ 1 3 .8  
+  5 .7  
—  1.6Linens and handkerchiefs.........................

Home furnishings........................................ +  5 .8  
+  4 .7  
+  2 .9

+  4 .7  
+ 1 0 .7Men’s furnishings.......................................

Women’s accessories.................................. +  7.1
Woolen goods............................................... +  2.1 

+  0 .2  
—  2 .0

— 15.1
Hosiery.......................................................... —  3.8
Silk goods..................................................... — 10.4
Silverware and jewelry.............................. —  3.5 0
Books and stationery................................ —  7 .0 + 1 0 .7
Men’s and boys’ wear................................ —  8 .9 + 1 1 .2
Miscellaneous............................................... —  3 .5 —  4 .2
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(Extract from the Annual Report of this bank just issued. Copies of the report will be furnished on request.) 

Relation of Reserve Bank Loans and Investments to M oney M arket M ovements

T H E New York money market is the leading money 
market o f the country, the one that is central and 
national in scope. As such it is the market to 

which gravitates the idle money of other sections in the 
effort to find employment and thus it becomes a pool of 
the country’s surplus funds. A  bank with funds on 
hand which it is likely to need on a day ’s notice puts 
these funds in the New York money market. Many 
large financial and industrial concerns do likewise. In 
the market these funds are invested in short term se
curities, such as short Government securities, short mu
nicipal securities, bankers acceptances, or other short 
obligations, or they are lent on a day to day basis as 
call money, either to brokers to carry stocks and bonds 
or to dealers in Government securities and bankers ac
ceptances to carry their portfolios. Such obligations 
involve a minimum of risk and can usually be converted 
into cash immediately. As the funds so invested or lent 
are needed from time to time, the securities are sold or 
the loans called, thus making possible an immediate 
withdrawal of the funds.

Banks and industrial concerns all over the country 
have funds employed in the New York money market, 
and there is a constant movement, to and fro, o f these 
funds. Almost any sudden need for funds in any part 
o f the country finds reflection in some withdrawal of 
funds from the New York money market, while any 
accumulation of funds in any part o f the country is apt 
to result in an increase in the supply of funds in the 
New York market. The New York City banks as the 
depositaries o f out-of-town banks and industrial con
cerns are the principal agencies through which funds 
reach or are withdrawn from  the New York money 
market.

R e l a t io n  of  R eserve  B a n k  to M o n e y  M a r k e t

The Federal Reserve Bank of New York has two rela
tions to the New York money market.

In the first place it has certain mechanical relation
ships. The Federal Reserve Bank furnishes the mechan
ism by which currency is issued or retired, Government 
securities are issued and redeemed, and by which funds 
are transferred to and from  all parts of the country for 
the Government and for member banks. Transfers of 
funds include not only direct telegraphic transfers, but 
also the daily settlements made between New York and 
other sections for the immense volume of checks either 
deposited in or drawn upon the banks of this district. 
In  fact, practically all financial transactions of banks, 
business houses, and the Government, between this dis
trict and other districts, are reflected in wire transfers 
or settlements made through this bank.

In the second place the Federal Reserve Bank of New 
York is a credit reservoir to which, largely through the 
member banks, the New York money market has access,

in the same way as other money markets have access to 
the Federal Reserve Banks o f their districts. In  a rap
idly changing market, like that of New York, which 
employs surplus funds, the supply of funds is never in 
complete equilibrium with the demand. One week the 
supply of funds will be large and another week unusual 
needs in some parts of the country will draw off funds. 
I f  all o f these temporary fluctuations in the supply of 
funds were reflected in changes in money rates the move
ment of rates would be wide and irregular. As a matter 
o f fact, any temporary shortage of funds in the market 
is usually met by the use o f funds from  the Federal 
Reserve Bank. Similarly, when member banks are bor
rowing at the Reserve Bank, a large excess o f funds 
seldom occurs, because any available funds are generally 
used to reduce or repay loans at the Reserve Bank.

H ow  F e d e r a l R e se rv e  F u n d s  R e a c h  t h e  M a r k e t

Funds from  the Federal Reserve reservoir reach the 
market mainly in four w ays:

(1 ) Member banks whose reserves have been depleted 
by withdrawals of deposits or currency, or for any other 
reason, may restore these reserves by discounting paper 
at the Reserve Bank at its established discount rate. In 
such transactions the initiative lies with the member 
bank.

(2) Member banks, discount houses, bankers, and 
others may obtain funds from  the Reserve Bank from  
time to time by selling to it bankers acceptances. The 
immediate initiative in such transactions lies as a rule 
not with the Reserve Bank but with the sellers, since the 
Reserve Bank stands ready to purchase at its established 
buying rate all offerings o f bankers acceptances that 
carry not less than two good banking names and meet 
certain other eligibility requirements.

(3) Dealers in short Government securities and bank
ers acceptances, in addition to selling such securities 
outright to the Reserve Bank, may obtain funds from 
time to time by selling them to the Reserve Bank, at 
established rates for this type of transaction, under 
agreement to repurchase them within fifteen days. In  
these transactions the immediate initiative is taken by 
the dealers.

(4) The Reserve Bank may furnish funds directly to 
the market by purchasing short Government or munici
pal securities, or may withdraw funds from the market 
either by selling such securities or by not replacing them 
when they mature. Transactions o f this nature are 
ordinarily undertaken on the initiative o f the Reserve 
Bank.

These four classes o f loans or investments constitute 
the major earning assets of the Federal Reserve Bank, 
and changes in money market conditions are promptly 
reflected in one or more o f them.
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MONTHLY REVIEW
o f  C r e d i t  a n d  B u s i n e s s  C o n d i t i o n s

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York April 1, 1925

Business Conditions in the United States

P RODUCTION in basic industries declined in Feb
ruary from the high rate of output in January, 
but continued above the level of a year ago. Not

withstanding a decline in prices of agricultural com
modities, the average of wholesale prices rose slightly 
owing to a further advance in prices of certain other 
commodities.

P r o duction

The Federal Reserve Board ’s index of production in 
22 basic industries, which is adjusted to allow for d if
ferences in the number of working days and for seasonal 
variations, declined 3 per cent, in February, but con
tinued to be higher than at any time since the peak 
reached in May 1923. Average daily output of iron 
and steel was exceptionally heavy, and copper produc
tion per day was the largest since 1918. There was a 
slight decline in activity in the woolen industry, and 
more considerable reductions in the output of lumber, 
cement, bituminous coal, and crude petroleum. Pro
duction of automobiles increased 19 per cent, in Feb
ruary, the largest monthly increase in nearly two years, 
but the output was still over 25 per cent, smaller than 
a year ago. Factory employment increased by 2 per

cent, in February, considerable increases being reported 
for the automobile, iron and steel, and clothing indus
tries, while the number of workers in the packing and 
cement industries declined. Earnings of industrial 
workers in February were larger than in January, 
reflecting in part the resumption of full-time work after 
the inventory period.

Reports to the Department of Agriculture of inten
tions to plant in 1925 indicate that the acreage of 
practically all grains and of tobacco will be larger, and 
that of white potatoes smaller than in 1924.

T rade

Total railroad freight movements continued at ap
proximately the same daily rate in February as in 
January, and shipments of merchandise increased in 
recent weeks and were much larger than a year ago. 
Wholesale and retail sales were smaller during February 
than a year ago, owing partly to the fact that this year 
February had one less business day. Department store 
sales were one per cent, smaller in February than in 
the corresponding month of 1924. Wholesale trade in 
all lines, except meats and hardware, was less than a 
year ago, and showed in February about the usual 
seasonal changes. Sales of groceries, meats, and drugs 
decreased, while sales of dry goods and shoes increased.
PfE? CENT.

Index of 22 Basic Commodities Corrected for Seasonal Variation-
(1919 =  100 Per cent. Latest figure, February.)

Index of U. S. Bureau of Labor Statistics (1913 =  100 Per Cent,
base adopted by Bureau. Latest figure, February.)
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Index of Employment in Manufacturing Industries (1919 average = 100 Per cent. Latest figure, February.)

P rices

The slight rise in the wholesale price index o f the 
Bureau of Labor Statistics was due to advances in the 
fuel and lighting group, largely in petroleum, and in 
building materials, while prices of all the other com
modity groups declined. In the first three weeks of 
March prices of hogs, cotton goods, and rubber in
creased, while prices of many other commodities 
decreased, the largest decreases being those for wheat 
and other grains.

B a n k  C redit

Loans of member banks in principal cities continued 
to increase between the middle of February and the 
middle of March and on March 11 were larger than at 
any time in the past four years. The volume of loans 
for commercial purposes has been at a high and almost 
constant level since last autumn, and loans on stocks 
and bonds, which have increased continuously since the 
summer of 1924, reached in March the largest amount 
on record. Increases in loans were accompanied by 
further reduction in the holdings of securities to the 
lowest point since last September.

A t the Reserve Banks demand for credit increased 
between the end o f January and the middle of March, 
chiefly as the result o f the export demand for gold and 
the growth in domestic currency requirements, with the 
consequence that earning assets increased. A fter March 
15, however, temporary abundance of funds arising out 
of Treasury operations resulted in a sharp reduction in 
member bank borrowings.

Somewhat firmer conditions in the money market in 
the latter part of February and the early weeks of 
March were indicated by a rise o f the rate on 4-6 months 
prime commercial paper from  3%  to 4 per cent.

Banking Conditions in the Second District

The chief banking developments in this district dur
ing March were the usual Treasury transactions which 
occur at the quarterly tax period, and a decrease late

6IUJOW5 Of DOLLARS

Member Bank Credit. Weekly Figures for Member Banks in 101 Leading Cities. (Latest figures, March 11.)

in the month in the amount of funds employed in the 
security markets. Commercial borrowing showed no in
crease, notwithstanding a generally high level of produc
tion and trade.

The Treasury security redemptions and interest 
payments on March 14 and 16 of approximately 
$290,000,000 were considerably in excess of income tax 
receipts and other collections in this district, resulting 
in a temporary abundance of funds in this market which 
enabled member banks to reduce their borrowings at the 
Reserve Bank. As the tax checks were collected and 
funds were transferred to other districts money rates 
late in the month again became firmer and there was an 
increase in member bank borrowing at the Reserve Bank.

Despite the increased borrowing late in the month 
loans of the Reserve bank remained substantially below 
the levels prevailing in late February and early March. 
This followed a decrease during the month of approxi
mately $120,000,000 in the loans, discounts, and invest
ments of the New York City Clearing House banks. 
This decrease apparently reflects in large part a decline 
in loans on securities, accompanying the decline in stock 
prices. Commercial borrowing tended to decline some
what, contrary to the usual tendency towards an in
crease at this season of the year, and contrary to the 
tendency in other districts.

M oney Market
Following further advances in the latter part of 

February and first few days of March, money rates held 
generally steady until after the 15th, when the market 
was eased, chiefly by the Treasury disbursements on tax 
days. Other factors making for easier conditions late in 
the month were liquidation in securities, the moderate 
character of seasonal commercial demands, and falling 
off in exports o f gold.
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FEDERAL RESERVE AGENT AT NEW YORK 3

A fter advancing to 4 per cent, early in the month 
following the increase in the discount rate, commercial 
paper rates held steady. Dealers reported extreme 
scarcity of paper owing to lack of demand for money 
on the part of their customers. Reflection of this scarc
ity appeared in the outstandings of 26 dealers, which, 
as indicated in the accompanying diagram, showed at 
the end of February much less than the usual seasonal 
increase from the first of the year.

In the bill market supplies were also small and as 
demand increased, particularly for short maturities, fol
lowing the advance in rates of late February dealers’ 
portfolios fell to close to the lowest o f the year. Rates 
held unchanged at 3%  per cent, on dealers’ purchases of 
90-day bills and 3%  per cent, on their sales.

The March Treasury combined offering of approx
imately $450,000,000 nine months 3 per cent, certificates, 
and additional 4 per cent. Treasury bonds of 1944-54 at 
100%, compared with par on the first offering of this 
issue in December, was oversubscribed.

In  stock exchange time money rates for 60-90 day 
loans advanced from 4 to 4-4*4 early in the month, com
pared with 2-2%  per cent, at the summer low point. Call 
loan renewals during the first half of March were gener
ally 4 per cent, or higher, so that notwithstanding 
declines to 3 y2 per cent, in the latter half, the average 
was the highest since April.

MILLIONS . 
OF DOLLARS
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Commercial Paper Outstanding—26 Dealers. (Latest figvrt.February 28.)

M oney Rates in the U .S. and Abroad

Comparison of money rates in the principal financial 
markets o f leading countries indicates that despite the 
small advances here since last summer, New York re
mains one of the lowest money markets o f the world. 
The accompanying diagram comparing the rediscount 
rate of the Federal Reserve Bank of New York with the 
rates of other central banks reflects the great scarcity of 
capital existing in many other parts o f the world, and 
particularly in the countries of Europe where inflation 
has practically wiped out large amounts of liquid capital 
or caused it to seek investment in countries of more stable 
currencies. The scarcity of working capital has consti
tuted a serious handicap to commercial and financial 
recovery. During the past year, however, corrective 
tendencies have been at work, largely in the form of short 
and long term, credits extended by banks and investors 
mainly in England and the United States. Low money 
rates in this market have facilitated this movement.

Rediscount Rates of Banks of Issue in Twenty Countries.

Security Markets

Following intense activity and rapid advances in 
prices since last November, stocks declined sharply under 
heavy liquidation in March. Averages of representative 
railway and industrial issues fell from  6 to 9 points from 
their high levels, and at the close of the month were back 
practically to the levels o f November and December.

In  the bond market semi-speculative and convertible 
issues reacted with the decline in stocks. H igh grade 
corporation bonds, however, held comparatively close to 
the year’s high levels, and United States securities were 
generally firm.

£.710

2,505

MISCELLANEOUS 
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The volume of new securities was large and offerings 
were generally rapidly sold. While the volume of 
foreign issues was not as large as in recent months, the 
total sold here thus far this year continues larger than 
a year ago. Public utility issues continued to constitute 
an important share of the domestic offerings. The dia
gram on page 3, comparing new capital issues, exclusive 
of refunding issues, by years, reflects the steady expan
sion of public utility capitalization. Railroads have 
likewise been using increased amounts of new capital, 
and new capital has also gone into land and building 
enterprises. In the cases of manufacturing and oil com
panies, however, the volume of new capital has fallen off 
considerably from the totals reached in 1919 and 1920.

Foreign Exchange
February’s reaction in foreign exchange rates was 

followed by a generally rising tendency in March. Sterl
ing rose from $4.74 to $4.78, Norwegian and Danish ex
changes advanced strongly to new high levels since 1923, 
and French, Italian, and Swiss exchanges were slightly 
firmer. Swedish and German rates were little changed 
at par or above, and Dutch guilders held steady some
what under par.

Among Far Eastern rates the Japanese yen continued 
to advance and at 42 cents on March 16 was nearly
4 cents above the low point reached last December. 
Indian rupees were likewise strong, but Chinese ex
changes declined accompanying a reaction in silver to 
approximately the January low point of 67 cents. In 
South America, Argentine rates showed a further reces
sion from  their recent high levels, but Brazilian 
exchange was somewhat firmer.

Austria, after maintaining the stabilized value of the 
krone since August 1922, introduced the schilling, a 
new unit of currency for which the conversion rate was
10,000 krone. This was quoted in the New York market 
at 14.125 cents. Other revaluated currencies created in 
Europe have been the Russian chervonetz, the Polish 
zloty, the German reichsmark, the Latvian lat and the 
Lithuanian lit.

Gold M ovem ent

A  decrease in the outward movement of gold during 
March was indicated by shipments of $19,000,000 from 
the Port of New York during the first 25 days of the 
month. Of this amount, $5,000,000 represented a ship
ment to Argentina and $12,500,000 withdrawals by 
Germany from deposits which had been earmarked for 
some time at the Reserve Bank. There were practically 
no shipments to India, following the heavy movement 
of recent months, but substantial exports of silver con
tinued to be made to that country. As imports of gold 
at the Port of New York in the 25 days of March were 
about $3,000,000, chiefly from England, the net export 
balance for the period was $16,000,000.

Final figures on the February gold movement for the 
United States showed total exports of $51,000,000, in
cluding $17,000,000 to Australia, $16,000,000 to British 
India, $12,500,000 to Germany, and $1,000,000 each to

Poland, Holland, and England. Of imports of 
$3,600,000, approximately two-thirds came from  Canada. 
For the three months from  December 1 to February 28 
the net gold export was $145,000,000.

Foreign Trade

Both imports and exports of merchandise fell off in 
February largely from seasonal causes, but the decline 
in exports was $74,000,000 while that o f imports was 
only $12,000,000, so that the export balance was reduced 
further to $39,000,000, compared with $216,000,000 at 
the high point of the cotton and grain movement last fall.

The accompanying diagram showing recent foreign 
trade tendencies of this country reflects the large in
crease in the export balance last fall and compares it 
with the even sharper rise in the import balance shown 
by the British trade figures. In both cases these move
ments reflect heavy trade in cotton and grain at high 
prices, and it is notable that despite this heavy debit 
balance of merchandise sterling should have made so 
strong a recovery during the year. One explanation 
apparently lies in Great Britain ’s large invisible exports 
in the form of income from  investments abroad and 
profits on shipping, banking, and other services, which 
are estimated by the British Board of Trade to have 
more than covered the merchandise import excess in
1924. A  further highly important influence in the 
strength of sterling has been the heavy European loans 
in this market which have tended to lighten the burden 
of financing heretofore resting on the pound.
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Production

Most of this bank’s indexes of basic production in 
individual lines continued at high levels in February, 
though in some industries there was little further expan
sion, and in others some decrease in activity.

The daily rate o f pig iron production increased an 
additional 5%  per cent, in February, but the rate of steel 
output was little changed from that of January, and in 
March a slight reduction in mill operations occurred. 
Much o f the mill activity was reported to be the result 
of calls for delivery against orders already placed, and
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new buying was said to be considerably below produc
tion. While unfilled orders of the Steel Corporation 
showed an unexpectedly large increase at the end of 
February, unfilled orders of independent mills were gen
erally believed to be smaller.

Cotton consumption in February was the largest for 
that month of any year excepting 1923, and silk mill 
operations were apparently close to or above all previous 
high levels. Woolen mill activity, while somewhat lower 
than in January, continued at a rate close to estimated 
normal as measured by the trend of past years.

Production of automobiles increased substantially and 
was larger in the case of trucks than in any previous 
February, though smaller in the case of passenger cars 
than in February of either 1923 or 1924. Copper pro
duction was exceptionally heavy, and increases occurred 
in the indexes for production of wheat flour, newsprint 
paper, and boots and shoes.

In bituminous coal mining, on the other hand, activity 
fell rapidly, and by the middle of March the daily rate 
was nearly 32 per cent, below the January high point. 
Cement production was likewise curtailed, and for the 
first time in recent years fell below the corresponding 
month of the year previous.

The following table gives this bank’s indexes of pro
duction as percentages of estimated normal, after allow
ance for seasonal variation.

(Computed trend of past years=100 Per cent.)

1924 1925

Feb. Dec. Jan. Feb.
Producers’ Goods

Pig iron........................................................... 105 92 102 106
Steel ingots.................................................... 118r 112r 113r 113r
Bituminous coa l........................................... 113 98 109 96
Copper, U. S. mines.................................... 107r 102r 109r l l l r
Tin deliveries................................................ 151 75 130 119
Zinc................................................................. 95r 105r 97r 97r
Petroleum...................................................... 134 116 122
Gas and fuel oil............................................ 111 107 111
Cotton consumption................................... 95 92 96 io i
Woolen mill activity*................................. 96 100 98 97 p
Cement........................................................... 129r 126r 145r 119r
Lumber........................................................... 145 122 146 139p
Leather, sole................................................. 84 87 78

Consumers’ Goods
Cattle slaughtered....................................... 105 109 110 102
Calves slaughtered...................................... 148 174 149 158
Sheep slaughtered........................................ 92 81 83 85
Hogs slaughtered......................................... 118 119 112 103
Sugar meltings, U. S. ports....................... 120r 85r 116r
Wheat flour................................................... 107r 101 r 103r i04r
Cigars.............................................................. 101 100 102 95
Cigarettes....................................................... 79 84 90 78
Tobacco, manufactured............................. 106 98 111 103
Gasoline.......................................................... 130 133 138
Tires*.............................................................. 149 165 169
Newsprint...................................................... 115 106 109 i i i
Paper, tota l................................................... 107 102 105
Boots and shoes........................................... 94 79 76 ‘ 9 ip
Anthracite coa l............................................. 109 86 90 102
Automobile, a ll............................................. 151 97 100 110
Automobile, passenger................................ 155 92 94 106
Automobile, truck........................................ 137 118 123r 126

*=Seasonal variation not allowed for 
p=Preliminary 
r—Revised

Bank debits were larger than in corresponding weeks 
of any previous year, and even excluding New York 
City, where speculative activity was intense, averaged 
10 to 13 per cent, above estimated normal as measured 
by the trend of past years. Railway carloadings of 
merchandise and miscellaneous freight likewise con
tinued larger than ever before at this season, but loadings 
of other freight, while at high levels, tended during the 
latter part of February and first two weeks of March to 
fall below a year ago.

Evidence also of active trade appeared in advances in 
the indexes for wholesale trade, department store and 
chain store sales, and sales by mail order houses. The 
following table reflects these changes, and gives also 
other indexes of business in percentages of the computed 
trend, after allowance for seasonal variation and, where 
necessary, for price changes.

________________ (Computed trend of past years=100 Per cent.)

Primary Distribution
Car loadings, merchandise and misc.......
Car leadings, other......................................
Wholesale trade, Second District............
Exports...........................................................
Imports...........................................................
Grain exp orts ...............................................
Panama Canal traffic..................................

Distribution to Consumer
Department store sales, Second D ist.. . .
Chain store sales..........................................
Mail order sales............................................
Life insurance paid fo r ...............................
Magazine advertising..................................
Newspaper advertising...............................

General Business Activity 
Bank debits, outside of New York City.
Bank debits, New York C ity ...................
Velocity of bank deposits, outside of

New York C ity ....................................
Velocity of bank deposits, New York
_  C ity ... ...................................................
Postal^ receipts..........................................
Electric power..........................................
Employment, N. Y. State factories.. .
Business failures......................................
Building permits......................................

p =Preliminary 
r=Revised

Employm ent and Wages

1924

Feb.

I l l
119111
95

117
64

147

100 r101
95
96 
98102

109
118

10 lr

l l l r
104
108
99
94

207r

Dec.

103110
93
89

108
93120

103 
99

104 
125
98
92

104
118

92r

107r
103
107
91111

171r

1925

Jan.

104
113
96
94 110
67
95

97 
92
98 
98 
92 
91

112122
lOlr

l l l r
98

106
92
98

159r

Feb.

112
109102
90p

109p

107
95101
99
98
93

111
127

11.2r
98

’ 92
96

181r

Indexes of Business Activity

Indexes of distribution of goods and general business 
activity generally showed trade in February and early 
March proceeding at an exceptionally high level.

A fter a slight seasonal decline in January, factory 
employment in New York State increased nearly 2 per 
cent, in February to a point 8 per cent, above the low 
point of the summer. Employment in the iron and steel 
industry, which has accounted for much of the gain in 
past months, was practically unchanged at the high levels 
recently attained, but increases were rather general in 
other lines, including particularly clothing, shoes, auto
mobiles, and textiles other than cotton goods which were 
affected by a strike against wage reductions. In cement 
and brick plants, on the other hand, employment fell 
to the lowest level in three years, accompanying reduc
tion in building operations within the district.

Apart from the wage decreases announced in some 
branches of the cotton goods industry, no important 
wage changes were made within the district during the 
past month. Over the past year, however, a review of
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the figures indicates that in almost every month since 
last May there have been more persons affected by wage 
reductions than by wage increases. The accompanying 
diagram shows this, but indicates also that the number 
included in reductions has been small compared with 
the general movement towards higher wages in 1923. 
Apparently manufacturers thus far at least have been 
meeting high labor costs in a large measure by increas
ing industrial efficiency, rather than by cutting wages, 
a conclusion which is supported by other evidences of 
increased output of goods per worker.

THOUSANDS 
OF EMPLOYEES

Wage Changes in New York State by Months. (Latest figure, February.)

Despite the prevailing high level of wages, figures 
recently made public from the 1923 Census of Manufac
tures indicate no important change in recent years in 
the proportion of the total value of manufactured prod
ucts represented by wages. While considerable varia
tions have occurred in individual industries, due to 
special conditions within those industries, it seems 
apparent that for manufacturing as a whole the higher 
wage rates have been largely offset by increased output 
o f goods per worker, so that fewer workers have been 
required, and the aggregate wage bill in consequence 
kept down.

The diagram at the foot of the page shows for census 
years since 1899 the percentages of the total value of 
manufactured products paid out in wages and compares 
them with the percentages paid for materials, and with 
the balance left for salaries, interest, selling expense, 
profit, etc., both for all manufacturing industries and for 
various selected industries. It will be seen that, for all 
industries combined, wages come second to materials as 
a major item of cost. The proportion varies, however, 
in the separate industries; it is comparatively high in 
industries involving relatively skilled labor, such as 
jewelry, glass, and furniture, and low in industries 
requiring a large amount of unskilled labor, such as meat 
packing, and iron and steel making. These proportions 
likewise often vary considerably within the same indus
try over a period of years, as is indicated in the diagram, 
particularly by the figures for the automobile, cement, 
and glass industries.

W a g e s  a n d  O t h e r  C o s t s  in  P r o d u c t i o n
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FEDERAL RESERVE AGENT AT NEW YORK

Building figures for February show a substantial fall
ing off in contracts awarded in the New York district, 
but due to increases elsewhere the total figures for the 
country continued close to the high levels of a year ago. 
As shown by the diagram below, contracts placed in this 
district were the smallest for any month in two years 
and more than 40 per cent, below February 1924. This 
decline was due chiefly to a decrease in residential con
tracts in New York City, where the volume of such build
ing has been unusually large for the past two years.

B u i l d i n g

Value of Building Contracts Awarded in New York State and Northern New Jersey and in other Reporting States.(Latest figures, February.)

Figures for the first two months of the year reflect 
a change since last year in the type of construction. 
Decline in residential and industrial building for all 
reporting States was practically offset by an increase in 
commercial buildings, public works and utilities, and 
miscellaneous projects. The following table comparing 
contracts for the New York district and all districts in 
January and February by types o f construction, reflects 
these tendencies.
___________________________________(000 omitted)___________________________________

Type

New York State and 
Northern New Jersey- 36 States

First 
2 mos. 
1925

Change
from
1924

First 
2 mos. 

1925

Change
from
1924

Residential........................................
Commercial.......................................
Public Works and Utilities...........
Industrial...........................................
Educational.......................................
All other.............................................

$ 77,208 
43,195 
17,813 
8,836 
9,216 

18,084

— $66,059 
+  13,283 
+  6,966 
—  26 
—  4,643 
+  8,203

$263,175
106,197
88,327
40,222
35,617
62,115

—$49,090 
+  20,680 
+  21,991
—  3,607
—  14,057 
+  17,855

Total............................................... $174,352 — $42,276 $595,653 — $ 6,228

Commodity Prices

The symptoms of irregularity which appeared in 
many of the commodity markets at the high points 
reached in January and February were followed in 
March by a reactionary tendency which was pronounced

in many individual lines. The break was particularly 
sharp in wheat, which at the low point of $1.51 a bushel 
at Chicago for the May delivery was down 50 cents 
from the high point. Later, however, there was a re
covery to $1.66. Corn prices on March 27 showed a 
net decline of 29 cents, and there were decreases during 
the month in a large number of industrial raw materials. 
Both the pig iron and finished steel price indexes main
tained by the Iron Age reverted to the levels of last 
December, copper at 13%  cents was down over a cent 
from the high point, while silk, wool, lead, hides, 
lumber, and petroleum all showed decreases of varying 
amounts.

Partly offsetting these declines were advances aver
aging over a cent a pound in cotton, and a rise in hog 
prices to the highest level since 1920. Cattle prices 
remained generally steady, and rubber continued its 
recovery to new high levels for recent years. Due 
largely to these advances, this bank’s weekly index of
20 basic commodities, while 1.9 per cent, lower on March
21 than at the beginning of the month, continued at 
relatively high levels. The accompanying diagram 
shows the course o f this index and compares it with a 
similar index for Great Britain, which in the last two 
months is shown to be below the American index for 
the first time since March 1923.

JAN FEB-MAR APR MAYJUN-JUL- AU&-5EP OCT- NOV-DEO JAM- FIB* MARAPR MAY Jlffl \JUl- AUS-SfP OCT-NCV-DfC-

1924 1925
Price Indexes of 20 Basic Commodities in the United States andin England. 1913 = 100 Per cent. (Latest figures, March 21.)

This bank’s index of the general price level, which 
includes not only wholesale prices but retail prices, 
rents, and wages, stood in February at 185 per cent, of 
the 1913 average, the same as in January, compared with 
182 per cent, in February of last year.

W h o le sa le  T r a d e

February sales o f representative wholesale dealers in 
this district averaged 4 per cent, smaller than a year ago, 
when sales were large partly because of one more selling 
day in the month due to leap year. This bank’s index, 
which measures trade in percentages of estimated normal 
as shown by the general trend of past years, advanced 
from 96 in January to 102 in February and was the 
highest since October 1924.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

April 1, 1925



MONTHLY REVIEW, APRIL 1, 1925

Sales of silk goods and commission house sales of cot
ton goods continued to make the best showing as com
pared with a year previous. M en’s clothing, diamonds, 
drugs, and shoes, however, also showed increases, but in 
other lines losses occurred ranging from 1 per cent, in 
the case of stationery to 27 per cent, in the case of 
machine tools.

Available figures on wholesale stocks showed for  the 
second month decreases as compared with the year pre
vious in the cases o f shoes, hardware, silks, and cotton 
goods in jobbers’ hands, but increases in the stocks of 
groceries, jewelry, and diamonds. The following table 
gives detailed comparisons on sales and stocks in Feb
ruary o f this year and last year.

Commodity

Groceries.................................
Men’s clothing.......................
Women’s dresses...................
Women’s coats and suits. ..
Cotton-Jobbers.....................
Cotton-Commission houses.
Silk goods...............................
Shoes........................................
Drugs.......................................
Hardware................................
Machine tools........................
Stationery...............................
Paper.......................................
Diamonds...............................
Jewelry....................................

Weighted Average.

Net Sales 
Percentage Change

Jan. 1925 
to

Feb. 1925

—11.6 
+69.7  
— 15.9 
+54.7  
+38.0  — 6.2 
+  5.3 
+  5.3 — 2.1 
+  2.4— 1.5 + 2.0 
— 10.5
— 2.3 
+  4.2

+10.1

Feb. 1924 
to

Feb. 1925

— 7.4
+  8.4 
— 13.2
— 9.4 
— 18.8 
+  18.4 
+15.7  + 0.8 + 1.1— 2.0 
— 27.4 — 0.8 
—11.4 
+  5.1 —10.8
—  4.4

Stock at end of month 
Percentage Change

Jan. 1925 
to

Feb. 1925

+  4 .2

+ 6.0
— 2.2* +10.2
+  7.8

+ 14 .8

Feb. 1924 
to

Feb. 1925

+ 1 9 .8

— 17.3

—  7.5* 
— 16.4

+ 26 .4

*Stock at first of month— quantity not value

Chain Store Sales

February combined sales by reporting chain store sys
tems show an increase of nearly 14 per cent, over a year 
previous. As the number of stores increased by approx
imately the same amount, sales are shown to have kept 
pace with store expansion despite the shorter month this 
year than last. This has been due largely, however, to 
increases in sales per store of 10-cent, grocery, and drug 
chains, which offset substantial decreases in sales per 
store of shoe and tobacco chains. In the cases of dry 
goods and candy chains, sales per store also showed de
creases, but these were small enough to be accounted 
for by the shorter month.

Type of Store

Percentage Change February 1924 
to February 1925

Number of 
Stores

Total
Sales

Sales per 
Store

Grocery..................................................................... + 1 5 .8  
+ 1 9 .0  
+  7.5  
+ 2 2 .8  
+  4 .8  
—  0 .7  
+  4.1

+ 17 .9  
+ 15 .9  
+ 11 .5  
+  7.1 
+  1.4 
+  1.0 
—  4 .2

+  1.7
—  2 .6  
+  3 .7  
— 12.8
— 3.2  
+  1.7
—  8 .0

Dry goods................................................................
Ten Cent..................................................................
Shoe...............................................  .......................
Candy........................................................................
Drug..........................................................................
T obacco....................................................................

T otal..................................................................... + 13 .7 + 1 3 .6 —  0 .1

Department store sales in this district were 4 per 
cent, larger in February than a year ago, notwithstand
ing the fact that there was one less selling day this 
year than last. Apparel stores continued to report a 
substantial increase, due partly to store expansion, and 
mail order sales throughout the country were nearly 10 
per cent, above February last year.

Department store stocks of merchandise on hand at 
the end of the month were 3 per cent, larger than at 
the end of February 1924, the largest increase over a 
year previous since last April. Owing, however, to the 
increase in sales, the ratio o f sales to average stocks 
valued at selling price was practically the same as last 
year, or 28 per cent. The average amount of the indi
vidual sales transaction was $2.75, compared with $2.60 
in Februarv 1924.

D e p a r t m e n t  S t o r e  B u s in e s s

Net Sales 
Percentage Change 

February 1924 
to

February 1925

Stock on Hand 
Percentage Change 
February 29, 1924 

to
February 28, 1925

Buffalo...........................................................
+  3 .8  
+  3.9 
+  8 .2
—  5.2  
+  8.6
—  3 .8

+  4.1
—  3.2

Rochester..................................................... +  2 .5  
+  7.2  
+  7.4 
+  4 .0  
—  3 .7

Syracuse........................................................
Newark.........................................................

Elsewhere..................................................... +  1.3
—  8.9Northern New York State .................

Central New York State...................... —  1.6
Southern New York State................... +  0 .3
Hudson River Valley District............. +  1.6
Capital District...................................... +  8 .6  

—  6 .7Westchester District..............................

All department stores................................ +  4 .0 +  3 .3

Apparel stores............................................. + 2 1 .3  
+  9 .8

+ 4 2 .9
Mail order house*.......................................

Comparison of sales by major departments indicated 
large increases in the sales of furniture and of m en’s 
and women’s apparel. Sales of radio also showed a 
large increase after running somewhat below a year 
previous in January, Changes in sales and stocks of 
various major departments, as compared with a year 
ago, are shown in the following table.

Net Sales 
Percentage Change 

February 1924 
to

February 1925

Stock on Hand 
Percentage Change 
February 29, 1924 

to
February 28, 1925

Furniture...................................................... + 2 2 .5 —  2 .7
Men’s and Boys’ wear............................... + 1 3 .2 +  9 .0
Hosiery.......................................................... + 1 1 .3 —  8 .8
Women’s and Misses’ ready-to-wear. . . 
Linens and handkerchiefs.........................

+  8 .6  
+  6.7 
+  5 .3  
+  5.2  
+  4 .8

—  2.5  
+  2 .9
—  4 .3Cotton goods...............................................

Men's furnishings.......................................
Shoes..............................................................

+ 11 .0  
—  7 .0

+  4 .3 —  1.9
Women’s accessories.................................. +  3 .7 —  0 .3
Home furnishings....................................... +  2 .6 +  0 .6
Silverware and jewelry.............................. +  1.7 +  2 .5
Toilet articles and drugs........................... +  1.1 

— 0 .6
+ 1 3 .6

Woolen goods............................................... —  4 .2
Miscellaneous............................................... +  8 .4 —  1.4
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S e c o n d  F e d e r a l

Federal Reserve Agent Federal Reserve

Business Conditions in the United States

P RODUCTION in basic industries was smaller in 
March than in the two preceding months but was 
as large as at any time in 1924. Distribution of 

merchandise both at retail and wholesale was in greater 
volume than a year ago. Wholesale prices, after in
creasing since the middle of 1924, remained in March 
at about the same level as in February.

P roduction

The Federal Reserve B oard ’s index of production in 
basic industries declined in March to a level 5 per cent, 
below the high point reached in January. Iron and 
steel production and cotton consumption showed less 
than the usual seasonal increase during March and 
activity in the woolen industry declined. There was a 
further decrease in the output of bituminous coal. In
creased activity in the automobile industry was reflected 
in larger output, employment, and payrolls. In general, 
factory employment and payrolls increased during the 
month. Value of building contracts awarded in March 
was the largest on record, notwithstanding the recent 
considerable reduction in awards in New York City.

PfRCTNT.

Index of 22 Basic Commodities Corrected for Seasonal Variation
(1919 =  100 Per cent. Latest figure, March.)

R e s e r v e  D i s t r i c t

Bank, New York May 1, 1925

T rade

Wholesale trade in all principal lines increased in 
March and the total was larger than a year ago. Sales 
at department stores and by mail order houses increased 
less than is usual at this time of the year. Stocks of 
shoes and groceries carried by wholesale dealers were 
smaller at the end of March than a month earlier, and 
stocks o f dry goods, shoes, and hardware were smaller 
than last year. Stocks of merchandise at department 
stores showed more than the usual seasonal increase and 
were somewhat larger than last year.

P rices

Wholesale prices of most groups of commodities in
cluded in the index of the Bureau of Labor Statistics 
declined somewhat in March but owing to an advance 
of food prices, particularly o f meats, the general level 
of prices remained practically unchanged. Prices of 
many basic commodities, however, were lower at the 
middle of A pril than a month earlier.

B a n k  Credit

The volume of loans and investments at member banks 
in principal cities continued at a high level during the 
five-week period ended on A pril 15. Total loans declined,

j r — ----------------------

! .. _ --------

WHOLESALE
PRICES

t913«lOO

161

1922 1923 1924 19 2.5
Index of U. S. Bureau of Labor Statistics (1913 =  100 Per cent,

base adopted by Bureau. Latest figure March.)
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BILLIONS OF DOLLARS

Reserve Bank Credit—Weekly Figures for 12 Federal Reserve 
Banks. (Latest figures April 22.)

reflecting chiefly a reduction in loans on stocks and 
bonds, and also some decrease in loans for commercial 
purposes. Investment holdings, which early in March 
had been nearly $300,000,000 below the high point of 
last autumn, increased by the middle o f A pril by about 
half this amount. Demand deposits, after declining 
rapidly between the middle of January and March 25, 
increased during the following weeks, but on A pril 15 
were still $633,000,000 below the maximum reached in 
J  anuary.

A t the Reserve Banks the volume of earning assets on 
A pril 22 was about $75,000,000 below the high point at 
the end of February, but continued above the level of 
a year ago. Discounts for member banks were about 
twice as large in A pril as at the exceptionally low point 
in the middle of January, while total United States 
securities and acceptances held were in smaller volume 
than at any time during the year.

Somewhat easier money conditions in A pril were indi
cated by a decline of one-eighth of one per cent, in the 
open-market rate on 90-day acceptances to 3%  per cent, 
and by sales o f prime commercial paper at below 4 
per cent.

Removal of British Embargo on Gold Exports

On A pril 28 the British Chancellor of the Exchequer 
announced that the Government proposed to introduce a 
bill granting a general license to the Bank of England 
for the export of gold and bullion, effective immediately, 
and providing for the redemption of currency in gold 
bullion when the value involved is not less than 400 fine 
ounces of gold. This action has the effect of reestablish
ing a free gold market in Great Britain.

A fter the British announcement the following state
ment was issued by the Federal Reserve Bank of New 
Y ork :

“ In connection with the reestablishment o f  a free 
gold  market in London the Federal Reserve Bank o f 
New Y ork  has com pleted an arrangem ent, in which other 
Reserve Banks will participate, to place $200,000,000

Member Bank Credit—Weekly Figures for Member Banks in 101 Leading Cities. (Latest figures April 15.)

gold at the disposal o f  the Bank o f  England if  desired.
It is believed that this will be an effective aid toward 
general resumption o f  gold paym ents.”
A t the same time the following statement was issued 

by Messrs. J. P. Morgan & C o.:
“ In connection with the reestablishment o f  a free  

gold market in London, the British Governm ent have 
arranged a credit o f  $100,000,000 with J. P. M organ 
& Co.”
As indicated by the statements, these two arrange

ments are quite different. The latter is a government 
banking credit, while the former is an arrangement be
tween the banks of issue of the two countries. Under 
the arrangement between the Reserve Bank and the 
Bank of England the credit could be made operative in 
the various ways provided by section 14 of the Federal 
Reserve Act. Sterling bills could be purchased by the 
Reserve Banks, a deposit balance could be created and 
maintained with the Bank of England, or gold could be 
earmarked or exported. The precise form  of use, if  any, 
would depend upon the needs of the situation.

Simultaneously with the British announcement, Aus
tralia, New Zealand, Holland, and the Dutch East Indies, 
announced the free export of gold. As a result of the 
action of the British Government, certain other Euro
pean currencies which have been stabilized with refer
ence to sterling will become stabilized with reference to 
gold.

M oney M arket

Money conditions became slightly easier in April, due 
to reduced activity in the security and commodity mar
kets, a moderate slackening in some lines of trade, and 
Government interest payments on the 15th.

While the commercial paper market continued in
active and firm at New York, there was a good demand 
in the interior and sales at 3%  per cent, became more 
frequent than in March, although 4 per cent, continued 
to be the usual rate for prime paper. Dealers continued 
to report a scarcity of paper, and at the end of March
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the supply outstanding through 26 dealers was only 
slightly above the seasonal low point reached at the end 
of December.

In the bill market easier conditions were reflected by 
an increased demand, especially for the short maturi
ties. As the supply o f new bills was small, dealers 
lowered their rates on 30-day bills by %  to 3%  per 
cent, for purchases and 3 per cent, for sales, and their 
rates on 60 and 90 day bills by a similar amount to 
3*4-3% per cent. Short term Government securities 
were also in somewhat larger demand, with the result 
that prices advanced slightly and yields were corre
spondingly reduced.

On the Stock Exchange the larger supply of funds 
was reflected chiefly in the time money market where 
rates for 60-90 day loans dropped to 3%-4 per cent., 
compared with 4-4*4 per cent, in March. Call loan 
renewals ruled chiefly at 3Y2 to 4 per cent., or about the 
same levels as in the latter half o f March.

MILLIONS

Commercial Paper Outstanding—26 Dealers (Latest figure March 31)

Security Markets

During April stock prices recovered substantially from 
the low point of the March decline. In  the case of in
dustrial averages the recovery amounted to nearly half 
the loss sustained in March. In railway averages the 
recovery was relatively small, due partly to weakness in 
the stocks of some western railroads.

In the bond market the firmer trend of prices was 
marked, and price averages of high grade corporation 
bonds reached approximately the high levels of 1922. 
United States Government bonds also reached new high 
prices for the year, but foreign bonds other than United 
Kingdom issues were generally lower than in previous 
months.

Offerings o f $85,000,000 preferred s t o c k  and 
$75,000,000 bonds of the Dodge motor company were 
conspicuous in a large total of new security issues in 
April. Railroad financing was also heavy, and there 
was a wide variety of other types of issues, including 
$64,240,000 foreign loans, among the largest of which 
were $14,000,000 Japanese public utility bonds, an 
$8,000,000 City of Oslo loan, and $20,000,000 Province 
o f Ontario treasury bills. During the first quarter of 
the year, the par value of foreign issues sold here 
amounted to $295,000,000, or slightly more than in the 
corresponding period o f last year. This is shown by 
the accompanying diagram, which indicates a change in

Z 9 5

Comparison of Par Value of New Foreign Security Issues Offered in New York in the First Quarter of 1924 and 1925 by Types of Issues. (Figures in millions of dollars.)

the type of foreign issues sold. Whereas last year the 
issues wrere largely by governments and municipalities, 
this year they have largely represented financing by 
private corporations.

Foreign Exchange

Announcement by the British Government of the pro
posed removal of the embargo on gold exports was fol
lowed by a rise in sterling to slightly above $4.84*4, or 
within 3 cents of par. Dutch exchange was also firmer, 
and strong advances in Norwegian and Danish krone 
carried these rates to additional new high levels since 
August 1923. Swiss and Canadian rates by small ad
vances again exceeded par.

Accompanying discussion o f French Governmental 
changes and raising of the note circulation limit of the 
Bank of France, French exchange declined from  some
what above 5*4 cents to 5.11. Later in the month, 
however, there was a recovery to around 5.24, or not 
far from the average level of previous months. Belgian 
exchange reacted slightly, but lire held steady at about 
4.10 cents.

Among the Far Eastern exchanges Japanese yen at 
42 cents maintained the substantial recovery recorded 
since the low of 38%  cents reached in December 1924. 
Rupees, however, reacted slightly, while Chinese ex
changes and silver moved indecisively. In  South Amer
ica Argentine rates continued to recede from  the high 
levels reached in January, and Brazil exchange was 
also slightly lower.

Gold M ovem ent

Exports of gold from the Port of New York during 29 
days of A pril totaled $20,000,000. Of the A pril ship
ments $3,000,000 represented shipments to India, follow-
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ing a lapse in the movement to that country in March, 
and $15,000,000 was additional withdrawals by the 
Reichsbank of gold earmarked here for its account. As 
imports amounted to $5,300,000, chiefly from the Nether
lands, the net export movement from  this port for the 
period was approximately $15,000,000. In addition to 
shipments from this port, however, $1,000,000 was re
ported sent to Australia from San Francisco.

The final figures on the gold movement for the entire 
country for March showed exports of $25,000,000, about 
half as much as was shipped in February, and a third 
as much as in January. Imports during the month 
totaled $7,000,000, chiefly from  England and Canada. 
The following table gives a detailed summary of the ex
port movement by months and by countries of principal 
destination for the four months ended March 31. During 
this period the net export balance totaled approximately 
$163,000,000.

(In thousands of dollars)

Country Dec. 1924 Jan. 1925 Feb. 1925 Mar. 1925
Total 

4 Months

Germany.....................
British India..............
Australia.....................
England.......................
Netherlands...............
China & Hong Kong.
Sweden........................
Poland.........................
All other......................

20,000
5,674

10,264
1,324

220
1,001

’ 1, i92

17,500
36,466

6,354
5,078
3,284

942
1,003

* 2,899

12,510
16,228
16,793

1,032
1,035

540

1,104
1,358

15,120
63

2,758
50

1,113 

’ 6,000

65,130
58,431
25,905
16,424
5,643
2,815
2,004
1,104

11,449

Total Exports........
Total Im ports........

39,675
10,274

73,526
5,038

50,600
3,603

25,104
7,337

188,905
26,252

Net Exports............... 29,401 68,488 46,997 17,767 162,653

by no means uniform, and in some important industries 
the rate of activity increased.

In the iron and steel industry the daily rate o f output 
in March continued high but towards the close o f the 
month and in A pril there was a substantial reduction in 
the number of furnaces in blast. Further evidence also 
of slower buying appeared in lower prices and a reduc
tion of 421,000 tons in the unfilled orders of the Steel 
Corporation at the end of March.

Bituminous coal production declined in March to 6 
per cent, below a year ago, while anthracite production 
showed a loss of 13 per cent. In the first half of April, 
however, soft coal production was larger than last year.

In the textile industry silk goods mills continued 
active, but woolen mill activity showed a further decline 
to around 94 per cent, of normal as measured by the 
trend of past years. The index of mill consumption of 
cotton also declined in March, after allowance for sea
sonal variation.

Production of passenger automobiles, on the other 
hand, showed a larger than usual increase, and, although 
still below March 1924, when the output was close to the 
largest ever reached, was nearly equal to the high total of 
March 1923. Accompanying seasonal increase in build
ing operations, cement output increased sharply and was 
larger than ever before for this season. The diagram 
on page 5 shows the changes in a number of this bank’s 
indexes of production during recent years; and the 
table below gives the index numbers in recent months 
for a larger number of industries. In both cases the 
indexes are expressed as percentages of the computed 
trend, after allowance for seasonal variation.

Foreign Trade

Both imports and exports of merchandise showed 
large increases in March. Exports valued at $452,- 
000,000 were, with the exception of last October and 
November when cotton and grain shipments were at their 
height, the largest since February 1921 and about one- 
third larger than in March 1924. Imports of 
$385,000,000 were 20 per cent, larger than in March 
last year, and, excepting only March 1923, the largest 
since 1920.

Compared wTith March a year ago, the increase m 
exports was due in large part to heavy shipments of 
cotton, which were nearly double those of March 1924. 
Exports of grain, especially wheat, were also far in 
excess of the March 1924 volume. In the case of im
ports, the increase over a year ago was partly due to large 
receipts of rubber and silk. In both cases the actual 
quantity imported was nearly double that of a year ago, 
and rubber prices were almost twice as high in March 
1925 as in March 1924.

Production

After reaching high levels in January and February 
many of this bank’s indexes of production in leading 
industries declined in March. Decreases, however, were

(Computed trend of past years=100 per cent.)

1924 1925

Mar. Jan. Feb. Mar.

Producers’ Goods
105 102 106 105

Steel ingots.................................................... 110 113 113 107
Bituminous coa l........................................... 89 109 96 83
Copper, U. S. mines.................................... 94 109 l l l r 107p

111Tin deliveries................................................ 73 130 119
Zinc................................................................. 93 97 97 96
Petroleum....................................................... 125 123 120
Gas and fuel o il............................................ 111 111 105
Cotton consumption.................................... 82 96 101 96
Woolen mill activity*................................. 95 98 97 94p

129125 144 119
Lumber........................................................... 129 146 136 122p

82Leather, sole................................................. 75 78 83

Consumers' Goods
Cattle slaughtered........................................ 100 110 102 110
Calves slaughtered ................................ 119 149 158 143
Sheep slaughtered........................................ 88 83 85 98
Hogs slaughtered.......................................... 123 112 103 88
Sugar meltings, U. S. ports....................... 99 116 85 115
Wheat flour................................................... 103 103 104 89
Cigars.............................................................. 96 102 95 96
Cigarettes....................................................... 79 90 78 80
Tobacco, manufactured.............................. 96 111 103 98
Gasoline.......................................................... 130 138 141
Tires*.............................................................. 156 169 171
Newsprint...................................................... 106 109 111 i i3
Paper, tota l................................................... 100 105 106 102
Boots and shoes............................................ 91 77 92 91 v 

85 rAnthracite coa l............................................. 98r 94r 103r
Automobile, a ll............................................. 131 100 110 119
Automobile, passenger................................ 138 94 106 121
Automobile, truck........................................ 101 123 127 112

*=Seasonal variation not allowed for.
p=Preliminaryr=* Revised
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cellaneous freight continued at a relatively high level. 
In the case o f other freight, the lower index in March 
reflected chiefly smaller coal traffic and a decrease in 
shipments of livestock and grain after the unusually 
heavy marketing of previous months.
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Bank Debits in First Sixteen Weeks of 1925 in Percentages of the Corresponding Period of 1924, by Federal Reserve Districts.

Bank debits, both in New York City and outside, con
tinued to exceed all previous figures for the season, and 
for all districts from  the first o f the year to A pril 22 
were larger than a year ago by 14 per cent. The accom
panying diagram comparing the increases by Federal 
Reserve districts indicates particularly large increases 
in the New York district where the security markets 
have been active, and in agricultural districts which 
were especially benefitted by the rise in prices o f farm 
products. In the following table this bank’s indexes are 
given in percentages o f the computed trend, with allow
ance for seasonal variation and, where necessary, for 
price changes.

(Computed trend of past years=100 per cent.)

Monthly Production in Basic Industries. Seasonal Variation Allowed for. (Computed trend of past years — 100 Per cent.) Latest Figures March.

Indexes of Business Activity

Indexes o f business activity for  March generally 
showed a moderate slackening in trade from  the high 
level o f February, particularly in distributive lines. 
This was true o f wholesale and retail trade, and mail 
order sales, notwithstanding that the actual sales were 
larger than the rather small totals o f March last year. 
Indexes o f foreign trade, on the other hand, rose sharply, 
and the railway movement o f merchandise and mis-

Primary Distribution
Car loadings, merchandise and m isc. . . .
Car loadings, other...........................
Wholesale trade, Second D istrict..
Exports................................................
Imports................................................
Grain exports.....................................
Panama Canal traffic.......................

Distribution to Consumer
Department store sales, Second D ist___
Chain store sales..........................................
Mail order sales........................................ ’ ’
Life insurance paid fo r ...............................
Magazine advertising..................................
Newspaper advertising...............................

General Business Activity 
Bank debits, outside of New York City.
Bank debit?, New York C ity ...............
Velocity of bank deposits, outside of

New York C ity........................................
Velocity of bank deposits, New York

C ity ..................................................
Postal receipts....................................
Electric power....................................
Employment, N. Y. State factories
Business failures................................
Building permits................................

p=» Preliminary
Revised

1924 1925

Mar. Jan. Feb. Mar.

108 104 112 110113 113 109 10597 r 94 r lOOr 95 r84 94 90 102p
102 110 109 113p
73 67 65

138 95 100 i06

97 97 107 98102r 96r 99r 96r
85 98 101 92

103 98 99 99
91 92 98 97
96 91 93 92

104r l l l r 109r IlOp107r 122r 117r 122 v
104r lOlr 99r lOlr
107r l l l r 112r 113r
96 98 98

105 106 105
99r 92r 93r 93r

104 98 96 | 105197r 159r 18 lr 163r

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1, 1925



6 MONTHLY REVIEW, MAY 1, 1925

A  further increase of 1 per cent, in the month ended 
March 15 carried the level o f factory employment in 
New York State to a point 9 per cent, above the low 
level o f last summer, but still 6 per cent, below the level 
o f March 1924. Average weekly earnings of factory 
workers stood at the highest level since 1920.

A  considerable factor in the March increase in em
ployment over February was a sharp recovery in cement, 
brick, and other building materials industries, accom
panying the seasonal expansion in outdoor construction 
work. The women’s clothing industry likewise showed 
a substantial gain, and there was a large gain in em
ployment in automobile plants, though in the latter case 
the number of workers remained smaller than last year. 
Of the industries which showed declines, the woolen 
industry was most conspicuous, while employment in 
cotton mills continued relatively low, due to wage 
disputes.

Reflecting the larger factory employment, and the 
increase in outdoor work, employment offices report a 
stronger demand for labor, with the result that prac
tically all o f the better class of labor is fully employed, 
while a shortage o f skilled mechanics continues in some 
localities. Farm labor supply is reported slightly more 
plentiful than last year, but demand is said to be re
stricted by the combination of high wages and low 
return to farmers in New York State on last year’s crops.

E m p l o y m e n t  a n d  W a g e s

Building

The volume of new building contracted for continues 
generally at high levels, as shown by an increase o f 11 
per cent, in March over last year in the F. W . Dodge 
Corporation figures for 36 states, including New York 
and Northern New Jersey. In this district, fo r  the 
second month, contracts fell far below the level of a 
year ago, largely because of a heavy loss in residential 
contracts in New York City, where the volume of build
ing o f this type has been unusually large for several 
years.

In the case o f building permits applied for, the figures 
for March also showed a heavy decline in New York 
City, and as increases in other cities were not sufficient 
to offset the loss in New York, the aggregate for 356 
cities and towns, published by S. W . Straus & Co., fell
14 per cent, below March 1924.

Figures on building for the first quarter of the year 
show a similar contrast between contracts let and per
mits applied for. The following diagram, giving a some
what detailed comparison of the quarterly figures by 
sections of the country, indicates a gain of 4 per cent, 
in contracts, while permits, which precede contracts, 
show a decrease o f 9 per cent. In comparing these 
figures, allowance should be made for the fact that con
tracts include building projects outside of incorporated 
towns and cities not covered by permits, and likewise 
road construction work, which is running ahead of a 
year ago.

1,032.

PITTS BURG DIST. 

MID. ATLANTIC 

N.EASTERN

N.Y. STATE &  
NORTHERN NT.

WESTERN
' 1

SOUTHERN

CENTRAL

EASTERN fH

1ST.QUARTER 1ST.QUARTER
192.4 192.5 

CONTRACTS 3 6  STATES

1ST. QUARTER 1ST. QUARTER
1924 1925

PERMITS 356 C IT IE S

Comparison of Building Contracts Awarded and Permits Applied for in Different Sections of the Country During the First Quarter of 1924 and 1925. (Figures in millions of dollars.)

Commodity Prices

While the general average of wholesale prices com
puted by the Department of Labor fo r  the entire month 
of March was little changed from  the average for Feb
ruary, the week to week movement of basic commodities 
has been almost steadily downward since early in March. 
On A pril 25 this bank’s index of 20 basic commodities 
stood at the lowest point since November 1924, and 7.7 
per cent, below the high point of the year reached on 
March 7.

Most commodities in the index shared in these de
clines. May wheat and corn in Chicago sold down to 
new low levels for the year at $1 .36^  and $.91%? from  
which, however, there were recoveries to $1 .49^  and 
$1.06% on A pril 28. H og prices, which in March had 
reached the highest levels since 1920, declined about 13 
per cent, and cattle were also lower. W ool continued the 
decline begun in March, and cotton touched the lowest 
since January 31. Among the metals, pig iron and steel, 
lead, and copper weakened further, though late in April 
copper recovered somewhat on reports o f curtailment 
of output. Reflecting large world supplies o f sugar and

mcm.

Price Indexes of 20 Basic Commodities in the United Stiates and
England. (1913 =  100 Per cent. Latest figures April 25).
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prospects of a large crop, raw and refined sugar prices 
fell to the lowest levels since 1922.

Crude rubber, on the other hand, continued to rise 
and at 45 cents was nearly double the price of a year 
ago. Hides held comparatively steady, and silk recov
ered slightly from  the low point reached at the end of 
March. The diagram on the preceding page shows the 
changes in this bank’s American 20 basic index, together 
with the changes in a similar index for Great Britain.

This bank’s index of the general price level, which 
includes not only wholesale prices but retail prices, 
rents, and wages, stood in March at 186 per cent, of the 
1913 average, compared with 185 per cent, in February, 
and 182 per cent, in March 1924.

Wholesale Trade

ranging from 2 per cent, in women’s coats and suits and 
dresses to 18 per cent, in machine tools.

FIRST QUARTER
19^4 FIRST QUARTER1o !o •/„ 192.5

C O T T O N  C O M ,  H O U S E  5

S J L K .  G O O D S

M E N S  C L O T H I N G

D IA M O N D S  f

D R U G S  ,

W O M E N ' S  D R E S S E S

W O M E N ' S  CO ATS &  S U I T S

H A R D W A R E  ‘

P A P E R

S T A T IO N E R Y

Q R d C E R V E S

C O T T O N  T O B B E R 5

M A C I 1 I N E  T O O L S

First Quarter 1925 Sales in Fifteen Principal Wholesale Lines in Percentages of the First Quarter of 1924.

Chain Store Sales

March wholesale trade in this district, while showing 
a considerable seasonal increase over February, averaged 
only 2 per cent, larger than in March 1924, when sales 
were unusually small in some lines, due partly to the 
lateness of Easter. This bank’s index of wholesale trade, 
after rising to 100 per cent, o f estimated normal in 
February, fell to 95 per cent, in March, or close to the 
level of January.

This decrease was due chiefly to a 10 per cent, decline 
in grocery sales from  March 1924, following substantial 
decreases also in January and February. In the cotton 
goods and apparel trades, on the other hand, sales were 
generally larger than last year, and trade in silk goods 
was the largest since early 1920. The following table Continued rapid growth of chain store business is 
shows the percentage changes in these and other lines indicated by March reports, which showed 16 per cent, 
of trade compared with a year ago. more stores in operation than a year ago and an 18

per cent, increase in total sales. The increase both in 
number of stores and total sales was particularly 

SPercentlge ch™ngeth marked in the cases of grocery and dry goods systems,
_______________  which also showed substantial gains in sales per store.

Mar. 1924 Ten cent stores reported sales keeping pace with store 
Mar*°i925 expansion, but in tobacco and shoe chains sales per
——------  store showed considerable decreases. In  drug and candy

^ ; 7 chains, the number o f stores operated was about the
.......  same as last year, but sales o f drug stores were larger
—16.2 than a year ago, while sales o f candy chains were slightly 
1114; 4* smaller.
— 10.9 rpke f o l l o w i n g  table shows the percentage change 
—i9.9 from March 1924 in the number o f stores operated, in 
; ; ; ; ; ;  total sales, and in sales per store, of reporting chain 

, .......  systems.
} + 1 4 .0

Commodity

Groceries...............................
Men’s clothing....................
W omen’s dresses...........
Women’s coats and suits. .
Cotton-Jobbers...................
Cotton-Commission houses
Silk goods.............................
Shoes......................................
Drugs.....................................
Hardware..............................
Machine tools ......................
Stationery.............................
Paper.....................................
Diamonds.............................
Jewelry..................................

Weighted Average.

Net Sales 
Percentage Change

Feb. 1925 
to

Mar. 1925

+  4 .4  
+ 1 1 .3  +10.0 
+ 5 5 .3  
+  7.1 
+ 20 .9  
+ 1 2 .7  
+ 44 .4  + 6.8 +20.2 
+ 30 .1  
+  3 .6  
+ 19 .0  
— 18.9 
+  9.1

+ 15 .5

Mar. 1924 
to

Mar. 1925

—10.2 
+  9 .7
—  0 .5  
+  6 .4  + 2.8 
+ 6 0 .2  
+ 3 2 .4— 6.1 — 0.1
—  4 .0  
— 12.3
—  6 .4  + 1.2 
+ 1 2 .9  
— 14.7

+  2 .3

Feb. 1925 
to

Mar. 1925

8.2
8.2*2.1

+  2 .5

• +  4 .3

♦Stock at first of month— quantity not value.

A  comparison of the figures for the first quarter of 
the year indicates that in most lines sales fell below a 
year ago. The principal exceptions to this were commis
sion house sales o f cotton goods, which were unusually 
small last year, and sales of silk goods. Sales of m en’s 
clothing, diamonds, and drugs were equal to or larger 
than last year, but in other lines decreases occurred

Type of Store

Percentage Change March 1924 
to March 1925

Number of 
Stores

Total
Sales

Sales per 
Store

Grocery.................................................................... + 1 8 .9  
+  6 .7  
—  0 .3  
+  6 .0  
+ 2 0 .6  
+ 18 .3  
+  1.1

+ 2 7 .5  
+  7 .9  
+  4 .2
—  3 .2  
+  7 .6  
+ 23 .9
—  0 .3

+  7 .2  
+  1.2 
+  4 .5  
—  8 .6  
— 10.7 
+  4 .7  
—  1.4

Ten Cent..................................................................
Drug..........................................................................
Tobacco....................................................................
Shoe..........................................................................

+ 1 6 .0 + 1 8 .2 +  1.8
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March department store sales in this district averaged
5 per cent, larger than in March 1924, but as sales last 
year were comparatively small, due partly to the late
ness of Easter, this bank’s index, which allows for sea
sonal variation and normal growth, declined from  107 
per cent, of the computed trend, or normal, in February 
to 98 per cent, in March.

In March, as in January and February, about half 
the department stores reported smaller sales than a 
year ago, but these decreases were more than offset by 
substantial increases in some of the larger stores. 
Apparel stores also showed large increases, even exclud
ing stores which have considerably increased their floor 
space.

Department store stocks o f merchandise at the end of 
the month increased 5 per cent, over last year, the

D e p a r t m e n t  S t o r e  B u s i n e s s

Net Sales 
Percentage Change 

March 1924 
to

March 1925

Stock on Hand 
Percentage Change 

March 31, 1924 
to

March 31, 1925

New Y ork ..................................................... +  5 .8 +  6 .4  
—  5 .4Buffalo........................................................... +  2.5

Rochester..................................................... +  6 .6 +  6 .9  
—• 0 .1Syracuse ..................................................... +  4 .4

Newark......................................................... +  7.6 +  8.1 
+  2 .8  
+  1.2

Bridgeport.................................................... +  2 .7
Elsewhere..................................................... —  1.6

Northern New York State................... —  6.3
Central New York State ................... —  4 .6
Southern New York State................... —  2.2
Hudson River Valley District............. —  1.6
Capital District .................................... +  4 .9
Westchester District............................. —  3.1

All department stores................................ +  5 .3 +  4 .7

Apparel stores............................................. + 23 .3 + 37 .1
Mail order houses .................................... + 12 .6

same increase as occurred in sales, and the ratio of 
sales to average stocks valued at selling prices was the 
same as a year ago, or 30 per cent. The average amount 
o f the individual sales transaction was $2.92, compared 
with $2.72 in March 1924.

During March, as shown by the following table, the 
chief increase in business was in apparel lines which 
would be affected by the favorable weather this year 
and the earlier date of Easter. Furniture and home 
furnishings, however, also showed moderate increases 
over a year ago.

Net Sales 
Percentage Change 

March 1924 
to

March 1925

Stock on Hand 
Percentage Change 

March 31, 1924 
to

March 31, 1925

Women’s and Misses’ ready-to-wear. . . + 2 1 .5 +  1.2
Men’s and Boys’ wear.............................. + 2 0 .7 +  3 .7

+ 1 8 .8 —  5.2
+ 1 1 .6 —  6 .5
+  9 .2 +  5 .0

Luggage and other leather goods........... +  8 .3 +  4 .7
+  6 .1 +  0.1

Home furnishings....................................... +  4 .6 —  0 .9
Woolen goods.............................................. +  4 .2 —  7 .8
Women’s accessories.................................. +  3 .6 —  0 .2
Toilet articles and d r u g s ......................... +  3 .2 + 1 4 .5

+  2 .6 +  0 .2
Silverware and jewelry.............................. +  0 .9 —  1.4
Men’s furnishings....................................... +  0 .8 + 1 4 .7
Linens and handkerchiefs......................... —  0 .2 —  0 .6
Miscellaneous.............................................. 4- 3 .3 +  0 .8

A  comparison of first quarter 1925 sales with those 
of 1924 in 35 major departments of the stores, shown in 
the diagram below, indicates substantial increases in sales 
of women’s apparel and shoes, domestics (including 
sheets, towels, etc.), silks and velvets, linens, and mil
linery. Other principal increases were in sales o f radio 
sets, and in furniture and other home furnishings.

First Quarter 1925 Sales of Department Stores by Major Classifications in Percentages of the First Quarter of 1924.
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MONTHLY REVIEW
o f  C r e d i t  a n d  B u s i n e s s  C o n d i t i o n s

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve A gent Federal Reserve Bank, New York June 1, 1925

B u sin ess C o n d it io n s  in  th e  U n ite d  S ta tes

P RODUCTION in basic industries and factory em
ployment continued at approximately the same 
level during April as in March. Factory pay rolls 

were smaller, and wholesale prices declined sharply. 
Distribution of commodities was maintained at higher 
levels than a year ago.

P ro duction
The output in basic industries declined less than one 

per cent, in April. Decreased production of iron and 
steel, flour, and copper was largely offset in the Federal 
Reserve B oard ’s production index by increases in mill 
consumption of cotton and in the production of news
print and petroleum. The output of automobiles which 
are not included in the index has increased rapidly since 
December and in A pril was the largest ever recorded. 
Automobile tire production was maintained at the high 
level reached in March. Number of men employed at 
industrial establishments remained practically the same 
in April as in March, but owing to less full time opera
tion, particularly in the textile, leather, and food indus
tries, total factory pay rolls decreased about 2 per cent. 
Building contracts awarded during A pril were the larg
est on record both in value and in square feet.

PER CENT,

Index of 22 Basic Commodities Corrected for Seasonal Variation
(1919 =  100 Per cent. Latest figure, April)

Estimates by the Department of Agriculture on May 1 
indicated a reduction of 6 per cent, from the April 
forecast in the yields o f winter wheat and rye. The 
winter wheat crop is expected to be 25 per cent, smaller 
than last year and the indicated yield of rye is 9 per 
cent. less.

T rade

Wholesale trade was smaller in all lines except hard
ware during A pril than in March. Compared with a 
year ago sales o f groceries and shoes were less but sales 
of meats, dry goods, and drugs were larger. Sales at 
department stores and by mail order houses showed 
more than the usual seasonal increase in A pril and were 
larger than during A pril 1924. Wholesale stocks of 
groceries, shoes, and hardware were smaller at the end 
of A pril than a month earlier, while dry goods were 
larger. Merchandise stocks at department stores showed 
less than the usual seasonal increase in A pril but were 
in about the same volume as a year ago. Freight-car 
loadings of merchandise were greater than in March and 
larger than in any previous April.

P rices
Wholesale prices, according to the index of the Bureau 

of Labor Statistics, declined 3 per cent, in April, fo l
lowing an almost uninterrupted rise since the middle of

PERCENT.

WHOLESALE
PRICES

191*5 = 100

156

1922 ,1923 192,4 1925
Index of U. S. Bureau of Labor Statistics. (1913 =  100 Per cent,

base adopted by Bureau. Latest figure April.)
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PER CENT.

Indexes of Factory Employment and Factory Payrolls in Manufacturing Industries (1919 average =100 Per cent.Latest figures April.)

1924. A ll groups of commodities shared in the decline 
o f prices except house furnishings and the miscellaneous 
group. The largest declines were in farm products and 
foods, which had shown the most rapid increases. Dur
ing the first three weeks in May prices of grains, beef, 
hogs, flour, and rubber advanced, while declines occurred 
in cotton, lumber, and iron prices.

B a n k  C r e d i t

A t the middle of May total loans and investments of 
member banks in leading cities were near the level which 
has prevailed, with only minor fluctuations, since the 
first of the year. Loans chiefly for commercial purposes 
declined slightly between the middle of A pril and the 
middle of May, while loans on securities rose to a high 
point at the end of A pril and decreased somewhat dur
ing the first two weeks of May. Total investment hold
ings which increased considerably during the first half 
of March have declined somewhat since that time. Net 
demand deposits increased considerably from the low 
point at the end of March, but were still $500,000,000 
less than at the middle of January.

A t the Reserve Banks there was a marked decline in 
the volume of member bank borrowing after the first 
week in May and total earning assets of the Reserve 
Banks on May 20 were less than $1,000,000,000 for 
the first time since January. Acceptances and holdings 
of United States securities on that date were in about 
the same volume as a month earlier.

Money conditions continued relatively easy during the 
latter part of April and the first part of May. A t 3%-4 
per cent, the open market rate for prime commercial 
paper was slightly below the level for the preceding 
month.

M oney M arket

Easier money during April and most of May reflected 
the moderate character of credit demands.

In New York City the commercial paper market re
mained quiet and generally firm at 4 per cent., but in

Member Bank Credit. Weekly figures for Member Banks in 101 leading cities. (Latest figures, May 13.)

the interior prime paper sold rather freely at 3%  per 
cent., and in some instances, where the maturity was 
short, at 3 ^  per cent. Dealers continued to report small 
lists of paper, and at the end of A pril the total volume 
outstanding through 26 dealers showed a decline of
1 per cent, from March to only slightly above the low 
point of December.

In the bill market, on the other hand, the supply of 
bills was in excess of the demand, notwithstanding rela
tively easy money conditions and increased offerings to 
this bank. Reflecting this condition, dealers on May 20 
advanced their rates %  of 1 per cent, to 3%  per cent, 
on their purchases of 90-day bills and 3%  per cent, on 
their sales. Yields offered on short term Treasury issues 
remained virtually unchanged.

Stock Exchange time money rates held unchanged and 
unusually steady in May at 3% -4 per cent, or approxi
mately 1/2 of 1 per cent, below the March level. Call 
loan rates were typically 3%  per cent., though occasional 
advances occurred to 4 per cent, and in the latter part 
of the month the rate for new loans touched 4 ^  per 
cent.

MILLION^
OF DOLLARS

Security Markets

Stock trading increased in activity in May and prices 
continued the recovery begun in April. Industrial price
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FEDERAL RESERVE AGENT AT NEW YORK 3

averages reached new high levels, and while railroad 
averages failed to make a fu ll recovery, shares of some 
of the individual roads got close to or exceeded previous 
high levels.

Accompanying relatively easy money conditions the 
bond market continued strong. Government bonds 
reached new high levels for the year and high grade 
corporation bond averages attained new high levels 
since 1917.

New security issues continued in large volume and 
brought the total since the first of the year to over 2%  
billion dollars, compared with 2y2 billions in the corre
sponding period of last year. The chief issue was an 
offering of $60,000,000 New York City bonds, which on 
a 4.045 per cent, basis was reported to have brought the 
highest price to the city in recent years. Foreign offer
ings during the month totaled only $30,000,000, a de
crease as compared with the previous month. Since the 
first of the year, however, the total of such issues was 
$400,000,000, about $35,000,000 larger than in the same 
period of last year.

Foreign Exchange

Resumption of gold payments by Great Britain was 
followed by a further advance in sterling exchange to 
a new high point o f $4.86 in the latter part of May, 
within a cent of gold parity. Reports issued by the 
Bank of England indicated a loss of about £2,100,000 
gold in the two weeks ended May 13 chiefly to India, 
Australia, and Switzerland, but as the return for May
20 showed an increase of £2,290,000, there was a slight 
net gain for the bank during the period.

Dutch exchange was also firmer during the month, 
and Swiss rates continued above par. French, Belgian, 
and Italian exchanges, on the other hand, tended lower.

Danish and Norwegian exchange continued strong at 
levels 23 and 29 per cent, above the low point of last 
year, though still 30 and 37 per cent, below parity. The 
Canadian dollar continued at or above par, while the 
Argentine peso advanced to 40.55 cents, the highest 
since July 1920. Japanese yen continued to fluctuate 
around 42 cents, and Indian and Chinese exchanges 
were slightly firmer.

Gold M ovem ent

The gold export movement, which began in December 
and reached a maximum in January, has continued to 
diminish steadily. During the first 25 days of May 
exports through the Port of New York totaled only 
$9,400,000, while imports amounting to $7,500,000, were 
the largest for any similar period since November.

The following table shows gold exports and imports 
for the country from December to April, and for the 
Port of New York only during the first 25 days of May. 
Of the export shipments, $15,000,000 in both March and 
April, and $6,250,000 in May, represented withdrawals 
by the Reichsbank of gold which had been earmarked 
here for its account for some time. Excluding these 
withdrawals, there would have been a small import

balance for the country in A pril and for the Port of 
New York at least in May.

(In thousands of dollars)

Imports
I
Exports

December................................................................................................ 10,274
5,038
3,603
7,337
8,870
7,470

39,675
73,526
50,600
25,104
21,604
9,419

January....................................................................................................
February.................................................................................................
M arch......................................................................................................
April.......................................................................................................
May (1 to 25)*......................................................................................

T ota l.................................................................................................... 42,592 219,928

*Port of New York only.

Foreign Trade

In April both exports and imports of merchandise 
declined as compared with March, but continued sub
stantially above the figures of a year previous. In the 
case of exports the decline from March was $53,000,000, 
accounted for in large part by a decrease of $35,000,000 
in the value of cotton shipments, which, however, were 
25 per cent, greater than in 1924. The value of grain 
exports continued large in A pril and was almost three 
times as great as a year ago.

In the case of imports, the decline from March was 
$36,000,000, accompanying a substantial decrease in rub
ber receipts. Compared with last A pril the increase in 
imports was due in part to a 50 per cent, increase in the 
quantity of silk imports, and higher values for rubber 
imports, though in tons the figures for rubber were 35 
per cent, smaller.

The following table, giving the foreign trade figures 
for each month in millions of dollars, reflects the sub
stantial increase both in imports and exports thus far 
this year over last year.

(In millions of dollars)

Imports Exports

1924 1925 1924 1925

January............................................................................. 296
332
320
324

346
333
385
349

395
366
340
347

446
371
453
400

February..........................................................
M arch................................................................................
A pril.....................................................................................

Total................................................................................ 1,272 1,413 1,448 1,670

An Index of Trade in the Second District

In the Review of May 1 last year there was presented 
an index of trade in this country over the last 50 years, 
based upon bank clearings to 1919 and since that date 
upon bank debits. In this index allowance was made for 
seasonal variations, changes in the general price level, 
and growth of the country, so that its changes measured 
closely the variations in actual volume of trade or ex
change of goods over this period.

It has recently been possible to construct a similar 
index of trade since 1919 in the chief cities of this dis
trict, except New York City, where debits reflect so 
largely financial and Stock Exchange transactions. This

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

June 1, 1925



MONTHLY REVIEW, JUNE 1, 1925

index is based upon debits in the following clearing 
centers:

Albany, N. Y. 
Binghamton, N. Y. 
Buffalo, N. Y. 
Elmira N. Y. 
Jamestown, N. Y. 
Kochester, N. Y. 
Syracuse, N. Y.

Montclair, N. J.
Newark, N. J.
Northern N. J. Clearing House 

Assn.
Passaic, N. J.
Stamford, Conn.

The accompanying diagram shows this index in per
centages of variation from a line representing what has 
been the normal rate of increase. This line is here shown 
as a flat line, but in reality it is a line of gradual slope 
conforming with the growth of population and general 
volume of business. For comparison with this new index 
the index of trade for the country at large is also 
reproduced.

The similarity both as to direction and time of move
ment in the two lines reveals the close correspondence 
of business changes within the district with those for the 
country as a whole. It is noteworthy, however, that the 
extremes of high and low points are relatively small 
in this district, apparently indicating greater stability 
of business during this period than for the country as 
a whole. A t the present time, both in this district and 
for the country, the indexes of debits are substantially 
above the trend.

PERCENT.

In the textile industry, silk mills continued active 
while mill consumption of raw cotton was the largest 
since May 1923, and was slightly above estimated nor
mal. In the woolen industry, on the other hand, the 
index of activity showed a further decline.

In the iron and steel industry, despite a decline of 
9 and 15 per cent, in the output of pig iron and steel 
ingots and of 417,000 tons in the Steel Corporation’s 
unfilled orders, this bank’s indexes of production were 
close to estimated normal. While prices and production 
of pig iron declined further in May steel orders were 
reported somewhat larger than in April, and prices of 
scrap were firmer.

Mining of bituminous coal recovered steadily between 
the middle of A pril and the middle of May, and for the 
month of A pril was 11 per cent, above a year ago. 
The following table gives this bank’s indexes of produc
tion for recent months in percentages of the computed 
trend, after allowance for seasonal variation.

(Computed trend of past years=100 per cent)

Bank Debits in 12 Cities of the Second District and in 140 Cities 
of the Country, in both cases excluding New York City, 

in Percentages of the Computed Trend, After Allow
ance for Price Changes and Seasonal Variation.

P r o d u c t io n

Indexes of production for A pril computed by this 
bank show that, despite decreases in some lines, such as 
iron and steel and the woolen industry, production con
tinued generally at high levels.

The output of 376,000 passenger automobiles during 
the month was larger than in any previous month, and 
truck production was also larger than ever before. 
Cement production and newsprint paper output were 
in excess of the corresponding month of any previous 
year, and copper production continued high, though less 
than in the preceding month.

Producers' Goods
Pig iron................................................
Steel ingots..........................................
Bituminous coal..................................
Copper, U. S. mines...........................
Tin deliveries......................................
Zinc......................................................
Petroleum............................................
Gas and fuel oil...................................
Cotton consumption...........................
Woolen mill activity*.........................
Cement................................................
Lumber................................................
Leather, sole........................................

Consumers' Goods
Cattle slaughtered..............................
Calves slaughtered.............................
Sheep slaughtered...............................
Flogs slaughtered................................
Sugar meltings, U. S. ports...............
Wheat flour.........................................
Cigars...................................................
Cigarettes............................................
Tobacco, manufactured.....................
Gasoline...............................................
Tires.....................................................
Newsprint............................................
Paper, total.........................................
Boots and shoes..................................
Anthracite coal...................................
Automobile, all...................................
Automobile, passenger.......................
Automobile, truck..............................

* = Seasonal variation not allowed for 
p — Preliminary 
r—Revised

In d e x e s  o f  B u sin ess  A c t iv i t y

Indexes of business activity in individual lines com
puted by this bank showed mixed changes in April. 
Railway traffic continued at a high level, and in the first 
half of May actual loadings were above all previous 
years, due chiefly to the heavy movement of merchan
dise, miscellaneous freight, ore, and forest products. 
Large mail order sales reflected active retail distribu
tion in agricultural sections but in this district indexes 
of both wholesale trade and department store sales were 
lower.

1924

April

101
96
81
99

143
92

127110
82
87

114
117
71

106
130
89 

126
92 

107
93 
85 
97

123r
l l l r
114
107
97
90 

125
131 102

1925

Feb. Mar.

106
113
96 111 

119
97 121 

105 101
97

119
115
83

102
158
85

103 
85

104 
95 
78

103
134r
135r111
106
99

103110
106
127

105
107
83

107111
96

117110
9693

129112
82

110
143
9888

115
89
96
80
98

129r
117r
113102
95
85

119121112r

Apr.

99100
92

104122

101
89p

129

112
134
103 
92

113
90
95
82

104

118
106
102p
98

134
139
114

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

June 1, 1925



FEDERAL KESERVE AGENT AT NEW YORK

Bank debits, both in this district and for the country 
at large, continued at high levels, and there was a sharp 
increase also in the index of building permits. The 
following table gives this bank’s indexes of business 
activity in percentages of the computed trend, after 
allowance for seasonal variation and, where necessary, 
for price changes.

(Computed trend of past years=*100 per cent)

1,624- 1,62.4

Primary Distribution
Car loadings, merchandise and misc.......
Car loadings, other......................................
Wholesale trade, Second D ist...................
Exports...........................................................
Imports..........................................................
Grain exports................................................
Panama Canal traffic..................................

Distribution to Consumer
Department store sales, Second D ist.. . .
Chain store sales..........................................
Mail order sales.. ........................................
Life insurance paid for ...............................
Magazine advertising..................................
Newspaper advertising...............................

General Business Activity
Bank debits, outside of New York City.
Bank debits, New York C ity ...................
Bank debits, 2nd District, excl. N. Y . C. 
Velocity of bank deposits, outside of New

York C ity ..................................................
Velocity of bank deposits, New York

C ity.........................................................
Postal receipts..........................................
Electric power..........................................
Employment, N. Y. State factories.. .
Business failures......................................
Building permits......................... ............
p Preliminary 
r=Revised

B u ild in g

1924

Apr.

104102100
90112
75

129

97r
97

108120102
lOOr

102r
105r100
lOOr

lOlr102
104
97

108
141

1925

Feb.

108101100
90

109
65100

105r
99120

116
98
96r

109r
117r102
99r

112r
98

104
93
96

181

Mar.

105
94
95

103 
113
104
106

97r
96 

107 112
97 
97r

HOr
121r
103

lOlr

HOr
95

105
93

105
163

Apr.

106
108
93
96plllp

‘ 97

93r
93

109
117
97
95r

106r
113r102
98r

lOlr
103

*93122
192

Contracts awarded in New York and Northern New 
Jersey in April were again much below the level of a 
year ago, and for the first four months of this year 
were nearly 30 per cent, smaller than last year. Due, 
however, to large increases in other districts, the A pril 
total for the country was the largest ever reported, and 
for the first four months of the year was 7 per cent, 
larger than in the corresponding period of any previous 
year.

Building permits, which precede contracts, also 
showed in A pril a large increase over last year for the 
country, and in the case of permits the increase was 
shared by New York City, where the A pril figures last 
year were relatively small due to expiration of the tax 
exemption privilege for residential building at the end 
of March. For the first four months of this year, how
ever, permits for this city continued substantially 
smaller than a year ago.

Illustration o f the recent tendencies in building is 
shown by the accompanying diagram, which compares 
contracts for the first four months of this year by dis
tricts and by types of construction. In all districts 
except New York the value of contracts has been equal 
to or larger than a year ago. Despite the heavy build
ing of recent years, the volume of residential construc
tion for the country as a whole continues close to the 
high level of last year.

N.Y.STATE Gr 
NORTHERN N.X

1st 4 Mos. 1st 4 Mos. 
1924 1925

Value of Building Contracts Awarded in 36 States in First Four 
Months of 1924 and 1925, by Districts and by Types of 

Construction. (Figures in millions of dollars.)

A u to m o b ile  O u tp u t  a n d  B u ild in g

In foregoing paragraphs figures were given showing 
that in A pril both automobile production and the value 
of building contracts awarded reached new high levels. 
The following diagram, comparing the figures by months 
since 1919, indicates that over almost this entire period 
there has existed a rather remarkable correspondence 
between the two sets of figures, even apart from seasonal 
variations, and notwithstanding that one is in terms of 
quantity and the other in terms of value.

Among influences tending toward a close relationship 
between the two industries are the construction of ga
rages, service stations, factories, and other buildings 
related to the automobile industry itself, and the growth 
in suburban residential construction, which has been 
both a cause and result of the increased use of auto
mobiles. In both industries also the increased practice 
of instalment buying has been a large factor in the re
cent rapid expansion.

MILLIONS 
OF DOLLARS

THOUSANDS 
OFCARS

Value of Building Contracts Awarded each Month in 27 States, and 
Monthly Production of Passenger Automobiles and Trucks. 

(Latest figures April.)
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Factory employment in New York State declined 
nearly 2 per cent, in April, thereby largely canceling 
the increase that occurred during the first quarter of 
the year. The A pril level of employment was 7 per 
cent, above the low point o f last summer, but was still 
4 per cent, below A pril 1924. In the country as a 
whole, as reported by the United States Department of 
Labor, there was little change from  March to April, as 
increased employment in the production of automobiles 
and in seasonal industries such as building materials 
offset curtailment in other industries.

The decline in New York State appears to have been 
due in part to the usual seasonal slackening in apparel 
manufacturing, and in part to curtailment in other im
portant industries such as iron and steel, railway equip
ment, and woolens and worsteds. The following table 
shows the changes in employment in a number of leading 
industries compared with March of this year and April 
a year ago.

6

E m p l o y m e n t  a n d  W a g e s

Percentage Change 
March 1925 

to
April 1925

Percentage Change 
April 1924 

to
April 1925

Iron and steel.............................................. —  8 — 12
Machinery.................................................... —  1 —  6
Railway equipment.................................... — 11 —  3
Automobiles................................................. +  9 +  4
Leather......................................................... —  5 —  3
Shoes............................................................. —  1 +  3
Cotton goods............................................... +31* +23
Woolens and worsteds............................... —  9 — 25
Carpets and rugs........................................ 0 +  9
Furniture...................................................... —  4 —  3
Cement......................................................... +  2 0
B rick......... . .................................................. +30 — 23

*Labor troubles settled since March

Per capita earnings of factory workers in A pril were 
slightly below the high level of March, apparently due 
largely to reduced working time. Wage scales in general 
continue steady, but in the building trades throughout 
the country have been advancing gradually. Common 
labor hiring rates average only slightly lower than a 
year ago, and are close to the highest level since 1920.

Commodity Prices
The decline in commodity prices in April, reflected by 

the reduction of 3 per cent, in the Department of 
Labor’s index, was followed by firmer prices in May. 
This bank’s weekly index of 20 basic commodities, after 
reaching the lowest level of the year at the beginning of 
May, advanced nearly 3 per cent, in the succeeding three 
weeks.

By a further advance o f 25 cents to 70 cents rubber 
reached the highest price since 1917. May wheat at 
Chicago advanced from around $1.50 to above $1.70, 
corn rose 15 cents, and hogs and cattle were likewise 
firmer. Among textile materials, silk tended upward, 
and wool steadied after the heavy decline of the two 
previous months. Cotton, on the other hand, dropped 
nearly to 22 cents, partly due to favorable crop pros
pects, but later recovered most of the loss.

Among the metals, copper, lead, and scrap steel re
covered somewhat, but pig iron declined to the lowest

since November 1924. Prices of raw and refined sugar 
continued depressed. The accompanying diagram shows 
changes in this bank’s weekly indexes of basic com
modity prices in this country and in England.

PERCENT.
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Weekly Price Indexes of 20 Basic Commodities in the United States and in England. (1913 = 100 Per cent. Latest figures May 23.)

This bank’s index of the general price level, including 
retail as well as wholesale prices, and also rents and 
wages, declined in A pril to 183 per cent, o f the 1913 
level, compared with 186 per cent, in March and 180 
per cent, in A pril last year.

Business Profits

An indication of the tendency of business profits dur
ing the first quarter of the year is provided by the fo l
lowing table, which gives net profits by quarters since 
the beginning o f 1924 for a list of industrial and tele
phone companies whose statements are available, and 
for the Class 1 railroads.

During the first quarter this year the aggregate in
dustrial profits shown increased considerably over the 
last three quarters of last year, but were below the first 
quarter of 1924. Oil, steel, and motor accessory com
panies showed the largest increases over recent quarters, 
and in the case of motors and accessories the profits 
were also slightly larger than in the first quarter of
1924. Telephone earnings continued to show an in
crease, and railroad earnings were slightly larger than 
a year previous, though below the seasonal high points 
in the latter part o f 1924.

(Net profits in millions of dollars)

Group
No. of 

Corpo
rations

1924 1925

1st
Qtr.

1st
Qtr.

2nd
Qtr.

3rd
Qtr.

4th
Qtr. Yr.

Motor and accessories..................................... 13 31 17 17 19 84 32
O il......................................................................... 12 19 14 13 5 51 15
Steel..................................................................... 12 42 29 17 19 107 30
Food and food products.................................. 11 11 13 14 11 49 11
Metal and mining............................................. 9 7 7 6 6 26 8
Machine manufacturing.................................. 12 5 5 5 4 19 6

9 3 4 5 6 18 5

Total 7 groups............................................... 78 118 89 77 70 354 107
70 35 37 36 43 151 44

Class I railroads................................................ 193 208 188 287 309 987 204

T otal................................................................ 341 356 314 400 422 1492 355
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Sales of 200 leading dealers in 15 lines of wholesale 
trade in this district were seasonably smaller in A pril 
than in March and 2 per cent, smaller than in A pril last 
year, the same decrease as was shown for the first quar
ter of the year.

Comparison by individual lines revealed the chief 
decreases from last year to have been in women’s coats 
and suits, jewelry, groceries, shoes, drugs, and hardware. 
Trade in silk goods, on the other hand, continued un
usually active, and substantial increases occurred also 
in sales of diamonds and machine tools.

Reports on wholesale stocks showed in April, as in 
previous months, substantial decreases from a year ago 
in stocks of cotton goods, silks, and hardware, but in
creases in stocks o f groceries, and jewelry and diamonds.

W h o l e s a l e  T r a d e
Net Sales 

Percentage Change 
April 1924 

to
April 1925

Stock on Hand 
Percentage Change 

April 30, 1924 
to

April 30, 1925

New Y ork ..................................................... +  3 .3  
—  2.1

+  1.5
Buffalo........................................................... +  3 .5
Rochester..................................................... +  6.1 

+  3.0  
+  2 .6  

0

+  7 .3
Syracuse................................ ....................... +  5 .0
Newark......................................................... +  6 .3
Bridgeport.................................................... +  4 .8
Elsewhere..................................................... 0 —  3.1

Northern New York State................... —  2 .3
Central New York State...................... —  4 .5
Southern New York State................... —  3.4
Hudson River Valley District............. +  4 .6
Capital District..................... *.............. +  4 .3  

+  0 .7Westchester District..............................

All department stores................................ +  2 .6 +  2.3

Apparel stores.............................................. 0 +  0 .3
Mail order houses....................................... +  4.1

erate increases were reported also in furniture and 
home furnishings, women’s apparel, and silk and cotton 
yard goods.

Commodity

Groceries...............................
Men’s clothing.....................
Women’s dresses.........
Women’s coats and su its ..
Cotton-Jobbers.....................
Cotton-Commission houses
Silk goods.............................
Shoes......................................
Drugs.....................................
Hardware..............................
Machine tools......................
Stationery.............................
Paper..................................... .
Diamonds.............................
Jewelry..................................

Weighted Average..........

Net Sales 
Percentage Change

Mar. 1925 
to

Apr. 1925

— 3 
— 23 —16 —39 —16 —26 —18 + 2 —12
—  1 — 8 
—  3 —10 —12

— 17.8

Apr. 1924 
to

Apr. 1925

—  7 .0— 0.8 — 2.2 
— 18.7 
+ 1.6 
+  0 .9  
+ 3 1 .8
—  7.9— 6.8 — 6.1 
+ 1 8 .2
—  3 .8— 2.2 
+ 1 8 .6  
— 13.2

2.2

Stock at end of month 
Percentage Change

Mar. 1925 
to

Apr. 1925

9 .9

+  0 .7

—  (L9* 
+  6.4

— 2.6

{ + 1.8

Apr. 19241 
to

Apr. 1925

+ 1 1 .7

— 17.6

— 20! 3* 
+  9 .5

— 16.6

{  + 15 .4

Luggage and other leather goods
Linens and handkerchiefs.....................
Hosiery.....................................................
Silverware and jewelry..........................
Home furnishings...................................
Silk goods.................................................
Women’s and Misses’ ready to wear.
Furniture..................................................
Cotton goods...........................................
Shoes.........................................................
Toilet articles and drugs......................
Men’s furnishings...................................
Women’s accessories..............................
Men’s and Boys’ wear..........................
Woolen goods..........................................
Miscellaneous..........................................

Net Sales 
Percentage Change 

April 1924 
to

April 1925

Stock on Hand 
Percentage Change 

April 30, 1924 
to

April 30, 1925

+  8 .8 +  7 .5
+  8.2 +  4.9
+  7.9 +  0 .5
+  7 .6 +  0.1
+  6 .9 —  1.0
+  6 .8 —  7.0
+  6 .5 +  1.8
+  6 .4 +  5 .5
+  6 .0 +  2 .6
+  5 .5 +  3 .8
+  5 .2 + 1 0 .5
—  0.1 + 12 .4
—  0 .4 —  1.8
—  0 .7 +  8 .9
—  8.3 —  2.4
+  6 .7 +  1.8

♦Stock at first of month— quantity not value

Department Store Business

A pril department store sales in this district averaged 
nearly 3 per cent, larger than a year ago, a slightly 
smaller increase than occurred in the first quarter of the 
year, and somewhat less than the usual year to year 
increase. Apparel store sales were about equal to those 
of a year ago, following a large gain in March, when 
sales were increased by early Easter buying.

Department store stocks at the end of April showed an 
increase of 2.3 per cent, over a year ago, a slightly 
smaller increase than sales. The ratio of sales, how
ever, to average stocks during the month, at selling 
prices, was 31.9 per cent., compared with 32.1 per cent, 
a year ago. The average amount of individual sales 
transactions was $3.03, compared with $2.94 in April 
1924.

Whereas in March sales by departments showed the 
largest increases in wearing apparel, in April, as indi
cated in the second table, the largest increases were in 
luggage, linens, hosiery, and silver and jewelry. Mod-

The diagram below, comparing department store sales 
by Federal Reserve districts in the first four months of 
this year with the corresponding period o f last year, 
indicates department store trade tendencies in different 
parts of the country. Excepting this district, sales in 
the industrial northeastern section of the country have 
been generally smaller than last year, while sales in 
some of the agricultural districts o f the south and west 
have shown substantial increases.

JAN.toAPR.
1924100%—

107
101 101

Department Store Sales in the First Four Months of this Year in Percentages of the Corresponding Period of 1924, by Federal Reserve Districts.
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T h e  R e t u r n  t o  G o l d  P a y m e n t s  i n  E u r o p e

T H E announcement on A pril 28 of the decision of 
the British government to restore gold payments 
in Great Britain is one of the most important of a 

series of events leading gradually to the reorganization 
of world trade and finance on a more normal basis.

A  large part of Europe is now included by countries 
whose currencies and exchanges are effectually stabilized, 
government budgets balanced, and whose production and 
trade have been restored to approximately the pre-war 
volume.

In the map on this page the shaded portions show the 
countries of Europe which have returned to a gold or 
gold exchange basis. In addition, the Swiss exchange 
is quoted above par, and the exchanges of a number of 
other countries have been held to fluctuations of very 
narrow limits.

Some of the more important steps which have led 
gradually to this world recovery are indicated in the 
following table :

1922
September Bank of Lithuania established and new currency 

unit adopted, based upon gold.
October Russian Soviet State Bank authorized to issue 

the chervonetz, based upon gold.
November Bank of Latvia established and new currency 

created, to become convertible into gold one 
year after the resumption of gold payments by 
the Bank of England

1923
January Austrian National Bank established.
October German Rentenbank established, and currency 

stabilized.
1924

January Bank of Danzig established and currency sta
bilized with reference to sterling.

April Sweden removes restrictions upon gold exports
and resumes specie payments.

April Bank of Poland established, and new currency
introduced, based on gold.

June Hungarian National Bank established and cur
rency stabilized with reference to sterling.

September Reparations Commission proclaims the Dawes 
Plan to be in effect.

October German Reichsbank reorganized under the Dawes 
Plan and new reichsmark introduced.

December Germany removes restrictions on the export and 
import of gold and silver.

1925
J anuary South Africa announces intention to resume gold 

payments July 1, 1925.
March Austria announces adoption of new currency.
April Great Britain reestablishes free gold market.

Holland, Australia, New Zealand and Dutch East 
Indies withdraw embargo on gold exports.

The return to a free gold market in Great Britain is 
a peculiarly important step, because England for many 
years has been such an international banker, and so large

Shaded Parts Represent Countries W hich  H ave Returned to a 
Gold or Gold Exchange Basis.

a part of the trade of the world always has been carried 
on in sterling. Certain exchanges, as indicated above, 
have previously been stabilized with reference to ster
ling, and hence the return of sterling to par will auto
matically bring those exchanges to a gold parity.

The benefits likely to accrue from stabilized currencies 
and exchanges are so many and so great that they can 
only be summarized briefly in an article of this sort.

Instability of the exchanges has been a constant haz
ard and a serious obstacle to world commerce. The 
lessening of exchange risks will aid greatly in the res
toration of a free flow of world trade.

A  further advantage likely to result from the return 
of gold payments is greater price stability. W hen gold 
is moving freely it tends to be exported from  a country 
when commodity prices rise above the w orld ’s levels; 
the credit volume tends to be reduced, and prices to fall. 
Conversely, when prices in a country fail below the 
w orld ’s level gold tends to be imported, with the result 
that the credit volume is increased and prices tend to 
rise. There are, of course, many limitations and excep
tions to the free operations of these influences, but at 
least the free movement of gold provides an automatic 
tendency toward price adjustment, which does not exist 
when gold movements are restricted.

Free gold movements also tend to greater stability of 
interest rates, since gold tends to flow from the cheaper 
to the dearer markets, and there is thus an automatic 
readjustment in the capital markets.

But more important than all else, the return of Great 
Britain and other countries to gold payments marks a 
return to international confidence. Confidence is at the 
basis of successful world trade. Since the war, all inter
national trade has been carried on in the midst of con
stant uncertainties. Every step in lessening these un
certainties is a stimulus to international trade.
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B u sin e ss  C o n d it io n s  in  th e  U n ite d  S ta tes

P RODUCTION in basic industries and factory em
ployment continued to decline in May and there 
was a further recession in wholesale prices. Distri

bution of commodities was in greater volume than at 
this time last year, but slightly less than in April.

P ro duction
The Federal Reserve B oard ’s index o f production in 

basic industries declined 6 per cent, in May to a level 
12 per cent, below the high point in January. There 
were further considerable decreases in the output of the 
iron and steel and woolen industries; and declines also 
occurred in the mill consumption of cotton and in cop
per, sole leather, and newsprint production. The num
ber o f automobiles manufactured during May fell 
slightly below the record figure o f April. Employment 
at industrial establishments was slightly less in May 
than in the month before, with decreases, partly sea
sonal, in the clothing, boot and shoe, and iron and steel 
industries and increases in the industries producing 
automobiles, tobacco products, and certain building 
materials. Building contracts awarded during May 
were smaller in value and in square feet than those for 
April, but were larger than for any other month on 
record.

PER CENT.

Index of 22 Basic Commodities Corrected for Seasonal Variation
(1919=100 Per cent. Latest figure, May)

T rade

Department store sales in May were smaller than in 
A pril but somewhat larger than a year ago, and mail 
order sales were 5 per cent, larger than in May 1924. 
Department store stocks declined in May and were at 
the same level as a year ago. Wholesale trade was in 
about the same volume as the month before and about
3 per cent, larger than a year ago, increases over last 
year in sales of meats and dry goods offsetting decreases 
in sales of groceries, shoes, hardware, and drugs. 
Wholesale stocks of groceries in dollar values were 
larger than a year ago, while stocks of dry goods and 
shoes were substantially smaller. Car loadings of mis
cellaneous products and merchandise decreased slightly 
during May, but were greater than a year ago.

P rices

Wholesale prices continued to decline in May, but the 
decrease was considerably smaller than for the preceding 
month. A ll groups of prices represented in the Bureau 
of Labor Statistics index declined except the house
furnishings and miscellaneous groups. In the first three 
weeks of June prices of wheat, corn, flour, cotton goods, 
and pig iron declined, while quotations on sheep, hogs, 
gasoline, hides, and rubber advanced.

PERCENT.

WHOLESALE
PRICES

1913=100

— 155

192.2 ,1923 1924 1925
Index o f U. S. Bureau of Labor Statistics (1913=100 Per cent,

base adopted by Bureau. Latest figure, May)
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Department Store Sales. Index of Sales of 3 3 3  Stores in 117  
Cities (1 9 1 9  =  100 Per cent. Latest figure, M ay)

B a n k  C redit

Borrowing for commercial purposes at member banks 
in leading cities declined further between the middle of 
May and the middle of June to a level lower than at 
any time this year, while loans on securities increased 
and reached a new high level in June. Investment 
holdings of these banks also increased, and total loans 
and investments at the middle of June were at a new 
high point.

A t the Reserve Banks there was an increase in mem
ber bank borrowing between May 20 and June 24 and on 
that date discounts for member banks were in larger 
volume than at any time since the opening of the year. 
Further decreases in the holdings of acceptances and 
of United States securities brought the volume o f open- 
market holdings in June to the lowest level since last 
summer.

Conditions in the money market remained relatively 
steady during the latter part of May and first three 
weeks o f June, notwithstanding the heavy Treasury 
operations in the middle of June.

B a n k in g  C o n d it io n s  in th e  S e co n d  D is t r ic t

The principal banking transactions affecting the 
money market in June centered about the maturity on 
the 15th in this district of about $220,000,000 Treasury 
notes out of a total of over $400,000,000 in the United 
States, payment of interest on the public debt, and col
lection of the second quarterly instalment of income 
taxes. In addition to these transactions, the British Gov
ernment paid to the Reserve Bank for account of the 
Treasury approximately $68,000,000 in United States 
securities in discharge of semi-annual interest on its 
debt to this Government.

As customary at tax dates the Treasury disburse
ments in this district on the 15th greatly exceeded re
ceipts, and made necessary the usual temporary loan by 
the Reserve Bank to the Treasury pending collection of 
tax checks and the transfer to this market of the pro

' BnitONS OF DOLLARS

W v u J
I EARN IN G  f

7  J

kjv d is c o u n ts

K Y

V v

/ N V
ACCfPmNCES/

U .S .S t C U R m E ^

\  _/4 5 3

l t V W ^ 325
y  Z4Z

19 ZZ 1923 192.4 1 925

Reserve Bank Credit— W eek ly  Figures for 12 Federal R eserve  
B anks. (L atest figures, June 2 4 .)

ceeds of tax collections in other districts. During the 
period o f these transactions, however, money rates re
mained relatively stable, as excess funds were absorbed 
by a reduction in the earning assets of the Reserve 
Bank. Later, as the tax checks were collected and funds 
were withdrawn to the interior to replace money trans
ferred by the Treasury, earning assets at New York 
increased once more.

A t the principal member banks in the leading cities 
of the district the volume of total loans and investments 
and deposits showed relatively little change between the 
middle of May and the middle of June. In this district, 
as for the country as a whole, loans largely for com
mercial purposes declined further and reached the lowest 
level for the year. Loans on securities, on the other 
hand, continued at the year’s high level, and holdings of 
investment securities increased and were the largest 
since January.

The diagram following, comparing changes in commer
cial loans of all reporting banks and outstanding paper 
of 26 commercial paper dealers, reflects recent tenden
cies in commercial borrowing throughout the country. 
Despite active business this spring, commercial loans 
failed to show the usual seasonal expansion, though re-

COMMt.'LOANS COMM*L,PAPER
BILLIONS o f  DOLLARS MILLIONS OF DOLLARS

Loans largely for Commercial Purposes of 733  W eek ly  Reporting 
M em ber Banks in all D istricts and Outstanding  

Commercial Paper of 2 6  Dealers.
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FEDERAL RESERVE AGENT AT NEW YORK 3

maining at relatively high levels compared with pre
vious years. Outstanding paper likewise showed little 
increase, and has recently declined to the lowest for 
this season since 1922. In the diagram commercial loans 
are shown in billions of dollars and commercial paper 
outstanding in millions.

M o n e y  M a r k e t

Money rates continued relatively steady at about 
previous levels during the greater part of June. 
Towards the end of the month conditions became firmer, 
owing largely to preparations by banks and other 
lenders for mid-year statements and financial dis
bursements.

Commercial paper rates remained generally firm at
4 per cent, in New York, but sales continued at 3%  
per cent, in the interior. Supplies of paper were re
ported small, and the amount of paper outstanding 
through 26 commercial paper dealers at the end of May 
showed a further decline to the lowest for that month 
since 1922.

In the bill market, after a period of over-supply of 
bills early in the month, the demand increased and 
dealers’ portfolios were reduced to a new low point 
for  the year; following this, however, there was a sub
stantial increase as money became firmer. Dealers’ rates 
held unchanged at 3%  per cent, on purchases of 90 day 
bills and 3%  per cent, on sales.

The June offering o f one year 3 per cent. Treasury 
certificates, amounting to $125,000,000, was smaller than 
any offering since May 17, 1920, and was largely over
subscribed.

Time money rates on stock exchange collateral held 
unchanged at 3%  to 4 per cent, until the month end, 
when the market became slightly firmer. Call loans re
newed chiefly at 3%  to 4 per cent., about the average of 
May, until late in the month when renewals touched 4%  
per cent, and on June 29 the rate for new loans reached 
6 per cent., the highest since December 31, 1923.

S e c u r i t y  M a r k e t s

A fter rising to new high levels at the end of May 
stock price movements became more irregular in June 
and trading somewhat less active. Representative 
averages, however, both of industrial and railroad stocks 
held not far from the high levels previously attained.

In the bond market corporation issues held steady at 
the highest levels since 1917. Government bonds advanc
ed under buying stimulated by the small size of the June
15 Treasury offering and growing scarcity of the float
ing supply of these issues. Liberty second and third 
41/4 ’s reached new high prices for the year, and the 
first and fourth 4 ^ ’s and Treasury 4 ’s and 41/4 ’s sold 
higher than ever before.

The accompanying diagram reflects the strength re
cently shown in various groups of bonds quoted in this 
market and compares this with the movement of British 
war loans in London. These have held about the same 
general level in the past two years, but show some de

cline in May this year, due partly to the quoting of is
sues ex-interest and partly to slightly firmer money in 
London.

PERCENT'

M onthly Average Prices o f Liberty Bonds, 4 0  Corporation Bonds, 
and 10 Foreign Governm ent Issues quoted in this M arket, 

Compared with British W a r  Loans in London.
Figures in Percentages of Par Value.

The volume of new securities sold in this market in 
June continued large though dealers complained of 
scarcity of issues. Foreign issues, including a $50,000,- 
000 Belgian Government issue, large loans for Norway 
and Argentina, partly for refunding purposes, a $20,- 
000,000 Chilean land bank issue and a number of small
er loans, made up a large part of total offerings, and 
brought the aggregate o f foreign issues sold in this mar
ket since January 1 to over half a billion dollars, or 
about $150,000,000 more than in the corresponding pe
riod of last year. Of the domestic issues, public utility 
offerings and state and municipal obligations constituted 
the largest proportion.

B a n k i n g  T e n d e n c i e s  i n  G r e a t  B r i t a i n

Figures through May of this year for the ten London 
Clearing Banks, which do the greater part of the bank
ing business of Great Britain, indicate a continuation of 
the tendencies in British banking in evidence during 
1923 and 1924. Apparently reflecting increased indus
trial and trade activity, advances to customers have 
shown a further steady increase to the highest level in 
over four years. Paralleling the growth in advances has 
been a steady rise in acceptances executed for customers 
until this amount, after allowance for seasonal variation, 
stands at the highest figure since the publication of 
monthly figures was resumed.

The manner in which the British banks have met this 
increased demand from trade is indicated by the move
ment of investment holdings and bills discounted, shown 
together with the other figures in the following diagram. 
Both investments and discounted bills, which include 
Treasury bills, have declined substantially during the

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

July 1, 1925



4 MONTHLY REVIEW, JULY 1, 1925

past year, so that the improvement in trade apparently 
has been financed without increase in the total volume of 
credit in use largely by means of sales of securities and 
the use of funds released by the Treasury through the 
reduction of the short term public debt.

M ILLIO N S  
OF POUNDS

Figures for 10 London Clearing Banks. (Latest figures, M ay)

F o r e i g n  E x c h a n g e

Sharp declines in Italian and French exchanges, in 
contrast with steadiness or strength in most other cur
rencies, were outstanding developments in the exchange 
market in June.

By a decline of about half a cent during the first half 
of the month the Italian rate was carried down to nearly 
3V2 cents or close to the low point of 3.34 reached late 
in 1920. This decline, which occurred despite the suc
cess of the Italian Government in balancing its budget 
and the announcement of a credit of $50,000,000 ob
tained in this market, was attributed largely to heavy 
imports of foodstuffs and raw materials.

Political and economic uncertainties in the French 
situation continued to be reflected in weakness of the 
franc, which declined from 5 cents to 4.50 cents, the 
lowest level since March 1924 and over half a cent below 
the quotation early in May. Belgian exchange was also 
weak, apparently in sympathy with French exchange.

Danish and Norwegian rates, on the other hand, con
tinued their rise to new high levels for recent years. 
Sterling held generally above $4.85%, and London con
tinued to show gains in gold since the resumption of gold 
payments. Among other leading exchanges Swiss rates 
showed further advances above par, while Japanese yen 
reacted about a cent, due to the recent earthquake in 
Japan and political disturbances in China.

G o l d  M o v e m e n t

Imports and exports of gold were small in June. At 
the Port of New York imports during the first twenty- 
four days of June amounted to only $569,000 and ex
ports to $2,569,000, including a shipment of $1,000,000 
to Italy.

For the whole country during May imports rose to 
$11,000,000, the largest inflow since last November, while 
exports fell to $13,000,000, so that the net export was 
slightly less than $2,000,000. The largest imports were 
$5,000,000 from the Netherlands, $2,750,000 from Can
ada, and $1,700,000 from England. Of the exports, $6,-
450,000 went to Germany, representing chiefly the com
pletion of shipments of earmarked gold.

The following table comparing the gold movement 
by months from December through May, indicates tne 
gradual decline of the export movement since January.

(In thousands of dollars)

Imports Exports
Excess of 
Exports

December 1924....................................................... 10,274
5,038
3,603
7,337
8,870

11,404

39,675
73,526
50,600
25,104
21,604
13,390

29,401
68,488
46,997
17,767
12,734

1,986

February..................................................................
M arch.......................................................................
April..........................................................................
M a y ..........................................................................

T otal..................................................................... 46,526 223,899 177,373

F o re ig n  T r a d e

Foreign trade during May continued the seasonal de
cline from early spring. Exports, valued at $370,000,- 
000, were $29,000,000 less than in April, while imports, 
valued at $328,000,000, were reduced by $21,000,000. 
Compared with last year, however, exports showed an 
increase o f 10 per cent, and imports of 8 per cent.

Shipments abroad of cotton and total grains com
bined were $24,000,000 less than in April, although ex
ports of wheat alone were considerably larger than in 
the previous month. Compared with May 1924, the 
value of grain exports was almost tripled, but that of 
cotton was slightly less, on account of lower prices.

Despite the decline in the total value of merchandise 
imports, the volume of receipts of two leading imports, 
silk and rubber, showed increases of 27 and 35 per cent., 
respectively, over April. Both showed an even larger 
advance over May 1924, and approached the record 
months in 1924.

P r o d u c t i o n

The decline in basic production in May indicated by 
the Federal Reserve B oard ’s index was reflected also in 
decreases in most of this bank’s indexes for separate in
dustries.

A  particularly sharp decrease in the cotton industry 
was reflected by a decline o f 66,000 bales, or 11 per cent, 
in cotton consumption and a decrease in this bank’s in
dex of cotton mill activity from 101 to 89 per cent, of
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normal, as measured by the trend of past years. Opera
tions in the woolen industry continued substantially 
below normal, but in the silk industry production re
mained close to the high levels of previous months.

Production of pig iron declined an additional 13 per 
cent, and, while the output o f steel was only slightly 
smaller than in April, unfilled orders of the Steel Cor
poration decreased an additional 400,000 tons to the 
lowest level since last November. In  June steel opera
tions held fairly steady at slightly under 70 per cent, 
but pig iron prices continued weak.

Bituminous coal output was larger than in A pril this 
year, or May last year, but 22 per cent, below May 1923, 
and this bank’s index, after allowance for seasonal va
riation, declined to 88 per cent, of normal. Anthracite 
production, on the other hand, held more closely to the 
normal level.

In the automobile industry production of passenger 
cars declined 3 per cent, from the high level of April, 
but was 30 per cent, larger than in May last year. For 
the first five months of this year, however, production 
has been slightly below the corresponding period of
1924. Truck production in May also decreased, but for 
the first five months was 16 per cent, above last year.

Among other industries showing important changes, 
mining of copper decreased further and was below esti
mated normal for the first time since last fall. The fol
lowing table gives this bank’s indexes o f production in 
various industries in percentages o f the computed trend, 
after allowance for seasonal variation.

(Computed trend of past years=100 per cent.)

1924 1925

May Mar. Apr. May

Producers’ Goods
Pig iron.................................................. 81 105 99 89
Steel ingots.................................................... 77 107 100 99
Bituminous coal........................................... 77 83 92 87
Copper, U. S. mines.................................... 94 107 104 99
Tin deliveries................................................ 96 111 122 87
Zinc................................................................. 96 96 96 96
Petroleum...................................................... 129 117 121
Gas and fuel o il............................................ 105 110 111
Cotton consumption.................................... 70 96 101 89
Woolen mill activity*................................. 84 93 89 83p

125Cement........................................................... 116 129 129
Lumber........................................................... 106 112 113
Leather, sole. ............................................. 66 82 80 *74
Silk consumption*....................................... 91 137 121 115

Consumers’ Goods
Cattle slaughtered....................................... 118 110 112 113
Calves slaughtered...................................... 100 116 106 97
Sheep slaughtered.. *.................................. 102 107 115 110
Hogs slaughtered......................................... 118 88 92 86
Sugar meltings, U. S. ports....................... 92 115 113 93
Wheat flour.................................................... 107 89 90 88
Cigars.............................................................. 100 96 95 96
Cigarettes....................................................... 92 80 82 79
Tobacco, manufactured.............................. 101 98 104 104
Gasoline.......................................................... 119 129 129
Tires................................................................ 93 117 128
Newsprint................ ...................................... 119 113 118 i i s
Paper, total.................................................... 102 102 106 97
Boots and shoes........................................... 92 95 102 93 p 

97Anthracite coal............................................. 92 85 98
Automobile, a ll............................................. 108 119 134 132
Automobile, passenger................................ 113 121 139 140
Automobile, truck........................................ 89 112 1157- 97

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

This bank’s indexes o f business activity generally in
dicated continued large distribution of goods in May and 
June. Bank debits outside o f New York City exceeded 
last year’s figures by 9 per cent, in May and 15 per cent, 
in the first 24 days of June, and both in this district 
and elsewhere the totals continued above the trend of 
past years. Railway freight car loadings in May and 
the first half of June exceeded all previous years except
1923, due largely to the heavy movement o f merchandise 
and miscellaneous freight.

Mail order sales continued to show increases over the 
relatively high level of a year ago, and the indexes of 
department store and chain store sales rose from the 
A pril level, though they remained somewhat below the 
computed normal. Building continued at unusually 
high levels, and factory employment showed no more 
than the usual seasonal recession.

In the following indexes, allowance has been made for 
year to year growth, seasonal variations, and, where 
necessary, for price changes.

(Computed trend of past years=100 per cent.)

Primary Distribution
Car loadings, merchandise and m isc..
Car loadings, other................................
Wholesale trade, Second D istrict.. . .
Exports.....................................................
Imports....................................................
Grain exports..........................................
Panama Canal traffic............................

Distribution to Consumer
Department store sales, Second District.
Chain store sales................................
Mail order sales..................................
Life insurance paid for .....................
Real estate transfers.........................
Magazine advertising.......................
Newspaper advertising.....................

General Busines Activity
Bank debits, outside of New York City.
Bank debits, New York C ity ....................
Bank debits, 2nd District, excl. N .Y .C .. 
Velocity of bank deposits, outside of New

York C ity..................................................
Velocity of bank deposits, New York

Citr

Electric power......................................
Employment, N. Y. State factories.
Business failures..................................
Building permits..................................

1924 1925

M ay Mar. Apr. M ay

101 105 106 106
101 94 108 108
91 95 93 93
91 103 95 93?

110 113 111 llOp
65 104 146

129 106 97 *83

98 97 93 97
98 96 93 96

105 107 109 111
108 112 117 114
106 111 116
102 97 97 '§7
97 97 95 95

101 110 105 110
107 121 113 124
103 103 102 102

101 101 98 103

104 110 101 115
101 95 103 99
102 105 106
100 99 99 *99
113 105 122 108
141 163 192 160

*=Seasonal variation not allowed for
p —Preliminaryr-= Revised

p=Preliminary

A n  I n d e x  o f  R e a l  E s t a t e  A c t i v i t y

Through the courtesy of the National Association of 
Real Estate Boards it has been possible to obtain by 
months from  1916 the number of deeds recorded in real 
estate transfers in 41 representative American cities, 
and, in addition to this, records from  a number of wide
ly scattered cities running back for twenty-five years. 
From these data there has been computed the index of 
real estate transfers shown in the following diagram, 
which represents in percentages the variations of ac
tivity above and below the line of normal growth. This 
normal growth has been found to average about 7 per 
cent, per annum steadily through the last quarter of a
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century, while the growth of urban population has aver
aged about 3 per cent.

W ith this index of real estate activity is also shown 
this bank’s index of the volume of urban building in per
centages of the computed trend, but plotted on a smaller 
scale to reduce the fluctuations and make comparison 
of the two lines easier. As might be expected the two 
curves disclose much similarity, both in time and general 
direction of change. Notable differences, however, have 
been the considerably wider fluctuations of the building 
curve despite the reduced scale, and the much larger 
expansion o f building in recent years as compared 
with 1919-1920.

M IL L IO N S  
O F  DOLLARS

TRANSFERS  
PER CENT.

BUILDING-:
PERMITS
PERCENTS

Volum e of Building in 158 Cities and Real Estate Transfers in 
41 Cities, in Percentages of the Computed Trend.

Seasonal Variation Allowed For.

B u i l d i n g

Building contracts awarded in 36 states in May were 
the largest ever recorded for that; month, totaling $496,- 
000,000. While there was a seasonal decline of 9 per 
cent, compared with April, there was an increase o f 18 
per cent, over May of last year. In the New York and 
Northern New Jersey district also, contracts in May 
exceeded those o f a year ago, after falling considerably 
below last year in preceding months. The following dia
gram reflects the recent tendencies in building, both in 
this district and for the country as a whole.

Despite heavy residential building for several years, 
the total contracts in May for this type of construction 
for the country were larger than in any previous month 
except April. In this district also, the May totals were 
larger than last year, though, as was true of total con
tracts, the figures for the first five months remained 
below 1924.

Building permits for the country were the largest 
ever reported for the month of May. The total for 365 
cities was 14 per cent, smaller in May than in A pril but
16 per cent, larger than in May 1924. Increases over a 
year ago were reported in 21 out of 25 leading cities, in
cluding New York City where there was an increase of
9 per cent.

Value of Building Contracts Awarded in 3 6  States and in New  
York State and Northern N ew  Jersey. (L a test figures, M a y .)

E m p l o y m e n t  a n d  W a g e s

A  decline of 1.4 per cent., or about the usual seasonal 
reduction, occurred in factory employment in New York 
State from A pril to May. The total reduction from 
March to May this year was about 3 per cent., compared 
with 8 per cent, last year, and the May level of employ
ment was about 2 per cent, below that of a year ago. 
Average weekly earnings, on the other hand, were higher 
than in A pril and close to the highest level since 1920.

W orking forces in the railroad equipment industry 
were reduced to the lowest level in three years, and 
woolen mill employment was the lowest in any month 
since 1921 with the exception of last August. Substan
tial seasonal reductions occurred also in apparel indus
tries, and smaller reductions in iron and steel, and fur
niture and piano manufacturing. These losses were 
largely offset in the total by seasonal gains in building 
materials and a further increase in workers engaged in 
the manufacture of automobiles and automobile parts 
and accessories. Employment in the automobile indus
try was only slightly below the highest level since 1920.

In June the State Employment Service reports that, 
while the demand for factory labor showed some fur
ther decrease, there continues a good demand for work
ers for farms and for building and road construction 
work, so that little difficulty has been experienced m  
placing the better class of labor.

C o m m o d i t y  P r i c e s

While the Department o f Labor’s average of whole
sale prices for the entire month of May fell slightly 
below the average for April, the week-to-week move
ment of basic commodities was generally upward during 
most of May, and there was a slight further rise in June. 
On June 27 this bank’s index of 20 basic commodities 
stood 4 per cent, above the low point on May 2, though

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

July 1, 1925



FEDERAL RESERVE AGENT AT NEW YORK

still 4.5 per cent, under the high point of the year 
reached March 7.

Crude rubber prices continued their spectacular ad
vance to new high levels o f 88 cents a pound, compared 
with 19 cents a year ago; these advances have led re
cently to increases in tire prices. Textile raw materials, 
including cotton, wool, and silk, likewise advanced dur
ing the period and hides reached the highest level since 
late in February. Live stock prices advanced sharply, 
but grain prices reacted, reflecting the prospect of larger 
crops abroad, particularly in Canada.

Lumber prices showed a further decline, and were lower 
than a year ago, notwithstanding that the volume of new 
business reported by the mills showed an increase. Cop
per advanced in the latter part o f the month, following 
announcement of a decline in production, but quotations 
later reacted, and pig iron prices continued weak at the 
lowest level for the last three years.

(Millions of bushels)

Crop Average
1920-1924

1924
Harvest

1925 June 
Forecast

Winter wheat.............................................. 592 590 407
Spring wheat............................................... 245 283 254
All wheat..................................................... 837 873 661
O a ts .............................................................. 1328 1542 1295
Barley........................................................... 182 188 205
R y e ............................................................... 70 63 53
H ay* ............................................................. 107 112 96

JAN PEB HAR APR-rW JUN JUL- AU&-5EP OCT-NOV DEC-JAN- FEB- MAR APR MB' JUH JUL- AUG-SEP OCT HOV- DEC-
192.4 1925

Price Indexes of 2 0  Basic Commodities in the United States 
and in England (1 9 1 3  =  100 Per cent. Latest figures, June 2 0 )

This bank’s index o f the general price level, including 
retail as well as wholesale prices, also rents and wages, 
advanced in May to 184 per cent, o f the 1913 level, com
pared with 183 per cent, in A pril and 180 per cent, in 
May last year.

♦Millions of tons

In New York State conditions during May appeared 
to be somewhat better than for the country as a whole. 
Pasture conditions were slightly more favorable than 
last year, and prospective yields of a number of impor
tant crops including grains, hay, and pears, compare 
favorably with former years.

W h o le s a le  T r a d e

Further seasonal declines in most lines of wholesale 
trade resulted in an average reduction of 14 per cent, 
in sales from  A pril to May. Compared with May 1924, 
however, there was an increase of 5 per cent., despite 
the fact that May this year included one less selling day. 
A fter allowance for price changes, seasonal variations, 
and year to year growth, this bank’s index of wholesale 
trade for May stood at 93 per cent, o f the estimated nor
mal, unchanged from  the A pril index, but 2 points above 
that of a year ago.

The greatest increase over a year ago was in silk goods, 
sales o f which were larger than in any previous May. 
Machine tool sales showed a large increase over those of 
May 1924 and were the largest for  any month in nearly 
two years. Substantial gains were reported also in 
m en’s clothing and women’s dresses, but sales o f wom
en ’s coats and suits were much below a year ago, and 
sales of stationery, hardware, and jewelry continued to 
show losses.

Wholesale stocks of groceries, shoes, and jewelry and 
diamonds continued larger than those o f a year ago, 
while stocks of cotton and silk goods and hardware were 
substantially smaller.

C r o p s

June 1 crop estimates for the country by the Depart
ment o f Agriculture generally indicated smaller yields 
in farm crops than last year. Owing to the abandon
ment o f winter wheat acreage and poor condition of the 
remaining crop, the outlook for winter and spring wheat 
combined was for the smallest crop since 1917, and one 
about equal to domestic consumption requirements. 
Smaller yields than last year were also forecast for other 
leading farm crops, except barley.

The condition of the cotton crop on May 25, on the 
other hand, was above the 10 year average and the 
acreage unusually large. Subsequent prospects, how
ever, have been less favorable, due to dry weather in 
Texas and weevil infestation in some areas. Prospective
1925 farm crops for the country are compared in the 
following table with those harvested in recent years.

Commodity

Net Sales 
Percentage Change

Stock at end of month 
Percentage Change

Apr. 1925 
to

M ay 1925

M ay 1924 
to

M ay 1925

Apr. 1925 
to

May 1925

M ay 1924 
to

M ay 1925

Groceries............................................ + 1 1 .3  
— 36.9 
+  0 .4  
— 75.8
—  5 .4
—  6 .4
—  9 .4  
— 19.6
—  8 .2
—  5.8  
+ 2 8 .5
—  8 .8  
— 10.2 
— 11.3 
+ 3 6 .8

—  0 .4  
+ 1 6 .2  
+ 2 0 .5  
— 35.3 
+  4 .6  
+  9 .4  
+ 3 1 .4  
+  8 .0  
— 13.7
—  9 .2  
+ 2 1 .3
—  2 .0
—  7.9 
+  5.9
—  5.1

—  9 .4 +  8 .0
Men’s clothing.................................
Women’s dresses..............................
Women’s coats and suits...............
Cotton-Jobbers................................ +  5 .0 — 14.8
Cotton-Commission houses...........
Silk goods.......................................... —  0 .3*  

+  8 .5
— 17.6*
+ 1 6 .6Shoes..................................................

Drugs.................................................
Hardware........................................... — 11.9 — 13.2
Machine tools...................................

Paper..................................................
40 j + 1 4 .8Jewelry...............................................

Weighted Average...................... — 14.0 +  4 .6

♦Stock at first of month— quantity not value
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While aggregate sales in May of reporting chain store 
systems increased 14 per cent, over last year, in most 
lines the comparisons were slightly less favorable than 
in the two months preceding, due to the fact that there 
were five Sundays in May this year. The principal 
exception was the candy trade, which reported the 
largest increase in total sales since last October, and the 
first increase in sales per store compared with a year 
previous since May 1924.

Ten cent store systems and drug chains also reported 
increases in sales per store, while tobacco and shoe store 
sales averaged considerably smaller per store than a 
year ago. Grocery and variety store chains continued 
to lead in rapidity of expansion.

Type of Store

Percentage Change M ay 1924 
to M ay 1925

Number of 
Stores

Total
Sales

Sales per 
Store

Grocery..................................................................... + 20 .2  
+ 1 7 .6  
+  7.2 
+  2 .4  
+  4.1 
+  6.2  
+ 1 7 .4

+ 1 8 .7  
+ 1 6 .2  
+  9 .4  
+  7.2 
+  6 .5
—  0 .4
—  1.0

—  1.3
—  1.2 
+  2 .0  
+  4 .8  
+  2 .3  
—  6.2  
— 15.7

Variety......................................................................
Ten Cent..................................................................

Candy............ ...........................................................
T obacco....................................................................

Total..................................................................... + 17 .1 + 1 3 .6 —  3.0

In the case of chain grocery sales, the figures for the 
first five months of the year show an increase over last 
year of 18 per cent., whereas sales of wholesale grocers, 
which are largely to individual grocery stores, fell
6 per cent, below last year and were the smallest since
1922. The accompanying diagram, comparing chain 
grocery and wholesale grocery sales in this district for 
recent years indicates that, whereas wholesale grocery 
business in dollars for several years has averaged con
siderably below the 1919 level, chain grocery sales have 
expanded continuously since 1921 to levels more than 
twice those o f 1919. This, of course, reflects largely the 
increase in the number of stores.

PER CENT.

M onthly Sales by W holesale Grocers and Chain Grocery Stores 
in the Second D istrict. (1 9 1 9  =  100 Per cent.)

May sales of leading department stores in this dis
trict were less than 2 per cent larger than a year ago, 
the smallest increase since January, and excluding sales 
of radio sets, which were greatly increased by special 
sales in May, sales actually fell below last year. There 
was one less selling day in May this year, however, and 
this bank’s index of department store sales, adjusted 
to a working day basis, advanced from 93 per cent, of 
the trend of past years in A pril to 97 per cent, in May. 
Apparel store sales were about 2 per cent, smaller than 
in May 1924.

Stocks of merchandise on hand at the end of the month 
increased 3 per cent, over last year, so that the percent
age o f sales to average stocks declined slightly from 
31.2 per cent, in May 1924 to 30.9 in May 1925.

Net Sales Stock on Hand
Percentage Change Percentage Change

M ay 1924 M ay 31, 1924
to to

M ay 1925 M ay 31, 1925

+  2.1 +  3.1
+  3 .2 +  5 .5
+  5.6 +  7.0
—  6 .2 +  3 .4
—  0 .2 +  3 .4
—  5 .2 +  8 .0
+  0 .1 —  2.9

Northern New York State................... —  9 .4
Central New York State...................... —  5.5
Southern New York State................... —  2 .6
Hudson River Valley D istrict............. +  9 .2
Capital D istrict...................................... +  3 .8
Westchester District.............................. —  2.5

All department stores................................ +  1.5 +  3 .2

Apparel stores............................................. —  2.3 —  3 .8
Mail order houses....................................... +  5 .5

Sales of radio equipment were nearly six times larger 
than last year, due to clearance sales at greatly re
duced prices. In yard goods, silks continued to show a 
substantial gain, while woolens showed a large loss and 
cotton goods were held up largely by sales o f domestics, 
including sheets, pillow cases, etc. The popularity of 
silks appeared also in an increase in women’s dress sales, 
while sales of suits and other apparel generally fell be
low last year.

The average amount of the individual check during 
the month was $2.91 compared with $2.81 in May 1924.

Net Sales 
Percentage Change 

M ay 1924 
to

M ay 1925

Stock on Hand 
Percentage Change 

May 31, 1924 
to

May 31, 1925

Musical instruments and radio............... + 586 .7 +  3 .8
Luggage and other leather goods........... + 1 3 .7 +  9 .3

—  3 .8+  8 .7
Men’s furnishings....................................... +  5 .9 + 2 4 .7
Cotton goods............................................... +  5 .2 +  7 .2
Home furnishings....................................... +  4 .5 —  4 .8

+  3.9 + 11 .1
Toilet articles and drugs....................... +  3 .8 + 1 1 .6

+  3.4 +  2 .4
+  2.3 +  3 .5

Linens and handkerchiefs......................... +  1.1 +  5 .6
Silverware and jewelry.............................. —  0 .3 —  3 .5
Men’s and Boys’ wear............................... —  0 .5 +  2 .8
Women’s and Misses’ ready-to-wear. . . 
Women’s accessories..................................

—  2 .2  
—  4 .0

+  0 .9  
—  2 .2

Woolen goods............................................... — 21.4 +  1.0
Miscellaneous............................................... —  2.5 +  0 .9
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o f  C r e d it  a n d  B u s in e s s  C o n d it io n s

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York August 1, 1925

B u s i n e s s  C o n d i t i o n s  i n  t h e  U n i t e d  S t a t e s

P RODUCTION of basic commodities and factory 
employment declined further in June, while rail
way freight shipments and the volume of wholesale 

trade increased. Wholesale prices, after declining for 
two months, advanced in June.

P ro duction

Production in basic industries, as indicated by the 
Federal Reserve B oard ’s index, declined about one per 
cent in June to the lowest level since the autumn of 1924, 
but was 17 per cent above the low point o f last summer. 
Output of pig iron, steel ingots, lumber, newsprint, and 
petroleum, and mill consumption of cotton declined in 
June, while production of bituminous coal, sole leather, 
and wheat flour increased. The number of automobiles 
manufactured during June was slightly less than in May. 
Factory employment declined one per cent and factory 
pay rolls over 2 per cent between May 15 and June 15, 
reflecting substantial declines in the automobile, boot 
and shoe, textile, and iron and steel industries. Build
ing contracts awarded during June wTere larger in value 
than during May and almost equaled the peak figure 
for April. In square feet of floor space the June awards 
were a little smaller than those for May. Residential

PER CENT.

Index of 22 Basic Commodities Corrected for Seasonal Variation.
(1919 = 1 0 0  Per cent. Latest figure, June.)

contracts in June were the smallest for any month since 
February, but greatly exceeded those o f a year ago.

The Department of Agriculture estimate of the con
dition of all crops combined on July 1 showed some im
provement from  the month before. The corn crop 
forecast places it at approximately 650,000,000 bushels 
above last year. The July 16 cotton crop estimate was
13,588,000 bales, compared with a forecast of 14,339,000 
bales on June 25.

T rade

Freight car loadings were larger during June than 
during May, as is usual at that season, and also consider
ably exceeded the figures for June 1924, the low point 
o f last year. Sales at department stores during June 
were seasonally smaller than in May, but totaled 5 per 
cent more than last year. It should be borne in mind, 
however, that in June of this year there were 4 Sundays 
as compared with 5 in the preceding month as well as 
in June 1924. Mail order sales were 6 per cent larger 
than in May and exceeded the amount for June 1924. 
Sales of wholesale firms were 5 per cent greater than in 
May and larger than in any June in the last five years. 
Department store stocks were reduced further in June, 
but were slightly larger than a year ago. Wholesale 
stocks of groceries, shoes, and hardware were smaller at 
the end of June than a month earlier, but those of dry

PERCENT.
J

>

WHOLESALE
PRICES

1913*100

1 5 7

192.Z .1923 19 £4 1925
Index of U. S. Bureau of Labor Statistics (1913 100 Per cent

base adopted by Bureau. Latest figure, June.)
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PER CENT.

Indexes of Factory Em ploym ent and Factory Payrolls in M anu
facturing Industries. (1 9 1 9  average =  100 Per cent.

Latest figures, June.)

goods and drugs were larger. Compared with a year 
ago stocks of groceries and drugs were larger in value 
while stocks of dry goods, shoes, and hardware were 
smaller.

P rices

Wholesale commodity prices advanced 1.4 per cent 
in June, according to the index of the Bureau of Labor 
Statistics, following declines in A pril and May. The 
largest increase for any commodity group was for the 
miscellaneous group which includes crude rubber; prices 
of farm products, foods, and fuel and lighting also 
advanced, while prices o f building materials declined 
considerably. In the first half o f July quotations on 
flour, beef, hogs, w ôol, copper, petroleum, hides, and 
rubber increased, while prices of sugar, bituminous coal, 
and hardwood lumber declined.

B a n k  C redit

A t member banks in leading cities the volume of loans 
on securities continued to increase after the middle of 
June and during the first half o f July was at a higher 
level than at any previous time. Demand for bank 
credit for commercial purposes was relatively inactive 
and the volume o f commercial loans at reporting member 
banks remained near the low level for this year, although 
considerably above the amount for the corresponding 
period in 1924.

A t the Beserve Banks the seasonal demand for credit 
and currency was reflected in increased borrowing by 
member banks which carried discounts at the beginning 
o f July to the highest level in more than a year, and not
withstanding the subsequent decline the total on July 22 
was still at a relatively high level. Total earning assets 
on that date showed little change as compared with the 
figures for four weeks earlier.

Firmness in the money market at the close of the fiscal 
year was followed by an easing of money after the first 
week of July. In the latter part o f the month there was 
again evidence of firmer money conditions.

Reserve Bank Credit—-^Weekly Figures for 12 Federal Reserve  
Banks. (L atest figures. July 2 2 .)

B a n k i n g  C o n d i t i o n s  i n  t h e  S e c o n d  D i s t r i c t

In July of this year, as in previous years, the demand 
for credit incident to the mid-year settlements fell 
chiefly upon New York City banks. The withdrawal of 
funds from the New York market by out-of-town banks 
was met by a temporary increase of loans on securities 
by New York City banks. A fter the first week of July 
out-of-town money returned to New York and loans by 
New York banks were restored to the level which has 
been maintained with a good deal of consistency since 
the first of the year. By the middle of July, in fact, 
the figures for various types of loans and investments 
by New York City banks were slightly lower than at 
the middle o f June.

Figures for the loans and investments of reporting 
member banks in New York City are shown in the fo l
lowing table for July 22, June 17, and for January 7, 
to indicate the changes over a longer period.

New York City Reporting Member Banks 
(In millions of dollars)

Jan. 7 June 17 July 22
Commercial loans........................................ .. 2,420

1,876
2,002

2,205
1,813
2,000

2,195
1,807
1,977

Investments (including Government securities).........
Loans on stocks and bonds..............................................

Total loans and investments....................................... 6,298 6,018 5,979

As the table shows there has been a decline of over 
300 millions since the first o f the year in the total amount 
of credit extended by these New York City banks. Of 
this 300 million decline, over 200 millions was in com
mercial loans, while 80 millions was in holdings of 
Government securities.

The principal feature in which these New York City 
banks have differed since the first of the year from the 
banks outside New York which report weekly has been 
in the movement of loans on stocks and bonds. While 
loans of this character by these New York City banks 
have remained steady since the first of the year, such
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loans by outside banks have increased about 375 million 
dollars. Aggregate commercial loans and investments 
of outside banks show practically no change since the 
first of the year.

Temporary extensions of credit over the mid-year, to
gether with a fourth of July demand for extra currency 
amounting to about 35 million dollars led to an increase 
for a few days in borrowings by New York City banks 
at the Federal Reserve Bank. The average amount of 
credit extended by the Reserve Bank, however, during 
the month of July was only slightly larger than in June.

M o n e y  M a r k e t

Demands for additional credit and currency in late 
June and the first week in July were reflected in firm 
money conditions and the highest call money rates since 
March. This condition was temporary and call rates 
during most of the month were around 4 per cent. As 
the month progressed, however, a firmer tendency be
came apparent in the markets for commercial paper, 
government securities, and time money.

The New York market for commercial paper remained 
inactive owing to more attractive yields offered on other 
investments, but a steady demand continued in the in
terior. Sales were generally made at 3%  to 4 per cent, 
but towards the close of the month some dealers re
ported a tendency for sales to be chiefly at 4 per cent. 
Paper supplies continued generally small, and the 
amount outstanding through 26 dealers at the end of 
June was 2 per cent lower than at the end of May and 
lower than in any June since 1921.

An inactive demand, together with a decreasing sup
ply, caused a dull bill market during the month. The 
volume of bills in dealers ’ portfolios showed little change 
and rates remained 3%  per cent on purchases of 90 
day bills and 3%  per cent on sales. In Government 
short term securities firmer conditions were indi
cated by an advance of Ys to nearly %  of one per cent 
in yields o f issues maturing in 8 to 14 months.

A  continuance of the firmer trend in stock market 
time money rates brought rates for 60 to 90 day loans 
to 4-414 per cent, compared with 3% -3%  in May.

S e c u r i t y  M a r k e t s

The rise of industrial stocks continued in July and 
carried averages to new high prices, 20 points above the 
lowest levels touched in March, and 15 points above the 
high levels of previous years reached in 1919. Railway 
stocks generally held steady, and failed to parallel the 
advance of industrial issues.

Bonds showed a slight reactionary tendency, accom
panying firmer money conditions. Corporation aver
ages declined somewhat below the high levels of May 
and June, and United States Government issues, after 
advancing early in July to new high prices for the year 
and in some cases since the date of issuance, later showed 
net losses ranging from to over a point.

The volume of new securities issued was heavy in both 
foreign and domestic classes. Chief among the foreign

issues was an offering of $75,000,000 bonds of the Com
monwealth of Australia, while foreign securities o f all 
types issued during the month aggregated $168,000,000, 
and brought the total since the first o f the year to 
$740,000,000.

Domestic issues during the month were widely diver
sified, but included a larger proportion of railway issues 
than in June. In the diagram below is shown the steady 
expansion in the past few years in the volume of cor
porate financing. The figures, which are taken from the 
Commercial and Financial Chronicle, do not include re
funding loans. Despite active financing in 1923 and
1924, the volume of new issues put out in the first six 
months of this year has been larger than ever before. A  
chief factor in this increase has been the expansion in 
public utility financing. Issues by manufacturing com
panies likewise increased sharply, while railway financ
ing declined after being heavy last year. A  feature of 
the financing, shown by the diagram, is the marked 
tendency for new security offerings to be larger in the 
first half than in the second half of the year.

1,697

A LL  OTHERS

MANUFACTURING

RAILROADS

PUBLIC
U TIL IT IE S

isr..
HALF HALF
1920

New  Capital Issues Each H alf Year by Types of Companies.
(Refunding Issues Excluded.) In M illions of Dollars.

F o r e i g n  E x c h a n g e

Following declines in June to lowest levels o f the year, 
French, Belgian, and Italian exchanges showed firmer 
tendencies in July. Greater confidence regarding 
French finances, caused partly by the favorable recep
tion accorded the new internal loan was accompanied 
by a recovery in the French franc from below 4%  cents 
to nearly 4 %  cents. Belgian exchange was also stronger, 
and Italian lire rallied from 3 1 /3  cents to around 3.70 
cents.

Sterling held generally about $4.85% until late in 
the month when threat of a coal strike caused a tem
porary reaction of about a cent. Receipts of gold at 
the Bank of England have continued to exceed with
drawals, and the net gain since the reestablishment of 
the gold standard has been nearly £7,000,000.

Increased strength occurred also in Dutch guilders, 
which had declined somewhat in June, and Swiss, 
Swedish, and Canadian exchanges continued strong at
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or above par. Accompanying active foreign trade and 
prospects for large crops Canadian exchange reached 
a premium of %  of one per cent, a new high level since 
November 1922. Danish and Norwegian exchanges con
tinued their rapid advances, and while still considerably 
below par are more than 30 per cent higher than last 
fall when the upward movement became marked.

G o l d  M o v e m e n t

The gold movement at the Port of New York in July 
was even smaller than in June. For the first 28 days 
of the month exports totaled only $2,100,000, and im
ports $500,000, leaving an export balance of $1,600,000.

June reports for the whole country show that both 
exports and imports were smaller than in May, though 
the export balance o f $2,300,000, was slightly larger. 
O f the exports, which aggregated $6,700,000, approxi
mately $3,600,000 went to Hong Kong and $1,000,000 
each to Mexico and Italy. Nearly two-thirds of the $4,-
400,000 imported came from Canada.

During the first half of 1925 total exports amounted 
to $190,900,000 and imports to $40,700,000, making a 
net export of $150,200,000. The following diagram re
flects the extent of the recent export movement and its 
gradual decline in the past few months.
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1923 Shipments Receipts Net Shipments Net Receipts

2,696 482 2,214
899 1,691 *792

2,966 1,123 1,843
1,607 1,148 459

September. . . . 7,535 537 6,998
2,951 580 2,371
3,076 1,462 1,614
3,570 344 3,226

1924
5,487 318 5,169
5,639 621 5,018

485 1,505 1,020
177 2,162 1,985
172 4,554 4,382
107 6,558 6,451
61 8,260 8,199
67 6,058 5,991

September. . . . 72 6,637 6,565
62 7,097 7,035
69 6,133 6,064

2 9,156 9,154

1925
500 5,680 5,180
514 7,575 7,061

47 5,056 5,009
0 3,097 3,097

10 3,444 3,434
37 6,716 6,679

38,808 97,994 28,912 88,098

Net Receipts. . 59,186

1914 1915 1916 .1917 1918 1919 1920 192.1 1922 1923 .1924 .1925

United States N et Im ports and Exports o f Gold.
(Latest figure, June.)

F o r e i g n  T r a d e

A n even balance of merchandise exports and imports 
was reached in June at $326,000,000. This was due to 
a further decline of $45,000,000 in exports, as imports 
were practically unchanged from the May figures. Com
pared with June 1924, both exports and imports showed 
increases, but the increase in exports was only 6 per 
cent, while that of imports was 19 per cent.

For the fiscal year ended June 30 the increase in 
exports amounted to $556,000,000, about 80 per cent of 
which could be attributed to shipments of grain and 
cotton. While imports increased $270,000,000, the excess 
of exports was over a billion dollars.

The following diagram shows by months the tendency 
of the foreign trade of the United States, and compares 
with this the tendencies of British trade. British exports 
during the past year have shown little increase, whereas

E u r o p e a n  M o v e m e n t  o f  U n i t e d  S t a t e s  C u r r e n c y

Since May 1923 this bank has received monthly figures 
from 14 large New York City banks showing the volume 
of American currency shipped to and received from 
foreign countries. The table below gives a summary of 
this movement for European countries where the de
mand for American currency during recent years 
reached large proportions, due to unstable local cur
rencies. During 1923 and the early months of 1924 this 
demand was reflected by substantial net exports from 
this country. Later, as European stabilization pro
gressed, there was an equally marked return flow of 
currency from abroad. The continuation of this flow 
in recent months suggests that money is now going over 
in other ways than through banking channels, such as 
in the pockets o f  tourists, or in the form of remittances 
by emigrants through the mail.

J

exports!  \

U

J IMPORT;
H
5

\

UNITED STATES

1922. .1923 ' 192.4 1925 1922 192 3 1 9 2 4 1925

United States and British Exports and Im ports (Pounds con- 
verted to dollars at the current rates of exchange.

L atest figures, June.)
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imports have risen sharply, so that the spread between 
exports and imports has been larger than at any time 
since 1920. That sterling has advanced during this period 
reflects among other factors the heavy volume of foreign 
financing in this market which has lightened the burden 
on the pound, and the fact that Great Britain has income 
from investments abroad as well as large invisible ex
ports in the form of banking, shipping, and other 
services. In the diagram British pound figures are 
converted to dollars at current rates of exchange.

Production
Although curtailment of output continued in June in 

leading industries such as iron and steel and cotton and 
woolen goods manufacturing, in other lines, including 
the manufacture of silk goods, automobiles, cement, and 
wheat flour, activity showed an increase, after allow
ance for seasonal variation. Compared with last year 
nearly all lines of production showed increases.

In the steel industry, operations in June decreased 
moderately to around 70 per cent of maximum capacity, 
notwithstanding which production for the first six 
months of the year was greater than in any six months 
period except the last half of 1918 and the first half of
1923. While there was some further decrease in opera
tions early in July, production thereafter held relatively 
steady at a rate nearly 50 per cent higher than a year 
ago.

Automobile production in June, while seasonably 
smaller than in A pril and May, was larger than in any 
previous June. For the first six months of the year the 
output of 2,082,550 passenger cars and trucks was like
wise higher than in any previous six months period.

Anthracite coal mining, on the other hand, decreased 
in June, but recovered in July to around normal, ac
companying threats of a strike. Coal stocks at the mines 
are generally estimated at about 10,000,000 tons, an un
usually large figure. In the bituminous fields mining 
continued relatively slack in June and showed little 
increase in July.

A  further decrease of 38,000 bales in cotton consump
tion reduced this bank’s index to 84 per cent of the 
computed trend, and woolen mill activity decreased to

(Computed trend of past years=100 per cent)

THOUSANDS 
O F  BALES 

3 0 r

Z5

.20

15

10

1 9 2 5 \ \
192.3

f  \

192 .4\

COT
CONSUf

TON
1PTION

TH O U S A N D S  
GR05S TONS 

150

125

25

1924 1925

June April May June

Producers' Goods
66 99 89 84

Steel ingots................................................ 62
73

100 99 94
Bituminous coal........................................ 92 87 88
Copper, U. S. mines................................. 95 104 99 103
Tin deliveries............................................ 71 122 87 99

96 96 96
124 122r 132

Gas and fuel oil......................................... 101 111 107
Cotton consumption................................. 61 101 89 ‘84
Woolen rmll activity*............................... 76 89 83 81

118 129 125 128
99 113 105

Leather, sole.............................................. 61 80 74
Silk consumption*..................................... 74 121 115 iis

Consumers' Goods
Cattle slaughtered.................................... 92 112 113 99
Calves slaughtered................................... 96 106 97 105
Sheep slaughtered..................................... 99 115 110 101
Hogs slaughtered...................................... 119 92 86 101
Sugar meltings, U. S. ports..................... 99 113 93 100
Wheat flour............................................... 109 90 88 102

97 95 96
86 82 79

Tobacco, manufactured........................... 102 104 104
114 129 130
86 128 121

106 118 115 iis
Paper, total............................................... 90 106 97 87
Boots and shoes........................................ 89 101 90 93p
Anthracite coal......................................... 92 98 97 93p
Automobile, all......................................... 92 134 132 136
Automobile, passenger............................. 97 139 140 148
Automobile, truck.................................... 76 115 97 87

*= Seasonal variation not allowed for p = Preliminary 
r=Revised

81 per cent, whereas the index of mill consumption of 
silk rose slightly and was 18 per cent above the normal. 
Mining of copper continued heavy and the output of 
cement was again larger than in any previous year. 
The diagrams at the foot of the page compare the daily 
rate of output in four leading industries thus far this 
year with production in 1923 and 1924, and the table 
gives in percentages of normal this bank’s indexes of 
production for a larger number of basic lines.

Indexes of Business Activity
Evidence of a continued high level of general business 

activity appeared in a further rise in June in the index 
of bank debits outside of New York City to 11 per cent 
above the computed trend, or estimated normal. Car-
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Average Daily Consumption of Cotton and Production of Pig Iron, Autom obiles, and Cement, by M onths for 1923 , 1924 , and 1925.
(L atest figures June, 1925 .)
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loading of merchandise and miscellaneous freight was 
also above the normal for the season, and building opera
tions continued at an unusually high level.

While retail distribution of goods was generally above 
last year, as shown in succeeding paragraphs, the in
dexes of department and chain store sales declined some
what, after allowance for price changes, seasonal varia
tion, and year to year growth. Mail order sales, how
ever, provided an exception to this tendency and were 
14 per cent above estimated normal in June. In the case 
of foreign trade, the index of exports showed a further 
considerable decline, while that of imports was substan
tially higher.

The following table gives for recent months this bank’s 
indexes of business activity as percentages of the com
puted trend, after allowance for seasonal variation and, 
where necessary, for price changes.

(Computed trend of past years=100 per cent)

1924

June

96
9588
89

105
74

125

100
98

109
108
105
103

103110101

107
94 

• 99 
98 111 

139

1925

April

106
108
93
95111

146
97

93
93

109
117
116
97
95

106
113
99
98

101
103
106
99 122 

192

May

106
108
91r
94110

*83

98r
96 111 

114 112
97 
95

110
124
103

103

115
99

104 
99

108
160

June

103 
99 
90 
87 v 

116 p

98*

93
94 

114 112
ioo
91

111
119
105
101
118100

119
177

Primary Distribution
Car loadings, merchandise and misc. . . .
Car loadings, other...................................
Wholesale trade, Second District............
Exports......................................................
Imports......................................................
Grain exports............................................
Panama Canal traffic...............................

Distribution to Consumer
Department store sales, Second District.
Chain store sales.......................................
Mail order sales........................................
Life insurance paid for.............................
Real estate transfers................................
Magazine advertising...............................
Newspaper advertising.............................

General Business Activity
Bank debits, outside of New York City.
Bank debits, New York City..................
Bank debits, 2nd District, excl.N.Y.C.r 
Velocity of bank deposits, outside of

N. Y. C..................................................
Velocity of bank deposits, New York

City........................................................
Postal receipts...........................................
Electric power...........................................
Employment, N. Y. State factories........
Business failures.......................................
Building permits.......................................

V—Preliminary 
r = Revised

Building
The continuance of building operations at high levels 

was indicated by the figures on June contract awards 
which for 36 states totaled $541,000,000, an increase of 
40 per cent over a year previous and larger than in any 
previous month except A pril of this year. Building 
permits issued in 370 cities were 33 per cent larger than 
a year ago, reflecting increases in a majority of the lead
ing cities. For the first six months of 1925, contracts 
and permits gained 15 per cent and 5 per cent, respect
ively, over the first half o f 1924, and were larger than 
in any corresponding period.

In the New York State and Northern New Jersey dis
trict, contracts awarded in June were one-third larger 
than a year previous, but the total for the first six 
months of the year was 17 per cent below the correspond
ing period last year. Residential building contracts in

June again exceeded those of a year ago after falling 
heavily below in the first four months of the year. Com
mercial building continued substantially larger than in 
1924, but industrial and educational projects were rela
tively small.

Wages and Employment
Continued stability in the wage rates paid to un

skilled labor is shown by replies from representative em
ployers in this district to an inquiry made by this bank. 
In most cases the hourly hiring rate is between 40 and 
50 cents, though the scale for building laborers is 20 to 
30 cents higher.

As the following diagram shows, the somewhat slack 
demand for labor during the past year has had com
paratively little effect on wage scales even of unskilled 
labor which are usually most sensitive to changes in 
working conditions. The stability of wage rates o f more 
skilled labor is reflected by average weekly earnings of 
factory workers in New York State which have also 
shown only minor variations in the past two years and 
held close to the 1920 high levels. In the case o f average 
weekly earnings the figures are influenced also by 
changes in working time and the relative amount of 
employment in high and low paid trades.

Changes in Average W eek ly  Earnings of Factory Operatives in 
New York State and W a g e s  of Unskilled Labor. Latest 

figures, June. (1 9 1 4  =  IOO Per cent.)

Most employers continue to report a surplus of un
skilled labor, though less apparently than early in the 
year, and in a few cases there has been difficulty in 
securing high class labor for industrial plants or less 
skilled labor for railway track work. Labor turnover 
has increased somewhat, largely due to the summer 
season, but is still low compared with periods of active 
demand for labor.

June reports on factory employment in New York 
State showed a further decline of about 1 per cent, or 
considerably less than occurred last year at this time. 
Most of the decrease was due to seasonal reductions in 
the automobile and women’s clothing industries, declines 
in cotton and woolen mills, and moderate curtailment in 
iron and steel, furniture and carpet plants. In the 
building materials, food products, leather, and m en’s 
clothing industries, employment increased.
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The rise in basic commodity prices, which started in 
May, continued with only minor interruptions through 
the greater part of July. On July 25 this bank’s 
weekly index reached the highest point in four months 
and was close to the highest level in two years.

Firmer grain markets during most of the month were 
reflected by a rise in July wheat from $1.41 at Chicago 
early in the month to $1.61, from which there was later 
a reaction to $1.56. Livestock markets were also stronger, 
and steers and hogs reached the highest prices in recent 
years. Hides advanced to the highest level since 
December.

Further advance in rubber prices carried quotations 
to $1.21 a pound, from which prices later reacted to 
$0.96. Of the textile raw materials, cotton held gener
ally around 24%  cents most of the month, but rose 
nearly to 26 cents following official reports showing 
deterioration of the crop. W ool held steady, after the 
partial recovery in June, and silk reacted slightly.

Pig iron and steel prices declined to the lowest levels 
in approximately three years, but late in the month 
scrap steel became firmer, and copper advanced %  cent 
to 14%  cents, following reports of further curtailment 
of output. Lumber and petroleum prices were likewise 
firmer. Sugar, on the other hand, continued weak and 
reached new low levels for the last three years. The 
following diagram compares this bank’s weekly index 
of 20 basic commodities in this country with a similai 
index for Great Britain.

Commodity Prices

PERCENT.

1 9 2 .4  1 9 2 5

Price Indexes of 20 Basic Commodities in the United States and 
in England. 1913 =  100 Per cent. (Latest figures, July 25.)

This bank’s index of the general price level, which 
includes rents and wages, as well as retail and whole
sale prices, was unchanged from May to June at 184 
per cent o f the 1913 level, compared with 180 per cent 
in June 1924.

During July noteworthy changes in prices of manu
factured goods included further advances in rubber 
tire prices to levels nearly 40 per cent above the early 
spring quotations, the pricing of spring 1926 worsteds 
at 2 to 10 per cent reductions from last spring, and the 
announcement by a number of automobile companies of 
price cuts following the passing o f the spring peak 
of production.

Crops
In its July report the Department of Agriculture 

forecast the yield of corn at more than 3,000,000.000 
bushels, or 27 per cent more than last year’s small crop, 
and 5 per cent above the five year average. The fore
cast of wheat was slightly higher than in June, but 
nearly 200,000,000 bushels below the harvest last year. 
In the world market, however, smaller American sup
plies apparently will be offset by a substantially larger 
Canadian crop and larger yields throughout Eurojpe 
and North A frica.

From an unusually large estimate of 14,339,000 bales 
on June 25, the Department’s estimates of the cotton crop 
were reduced 751,000 bales on July 16 to 13,588,000 
bales, slightly lower than last year’s crop, but consid
erably above the five year average. The following table 
compares prospective yields of leading crops with the 
harvests of former years. In the case of potatoes the 
yield promises to be the smallest since 1919.

(In millions)

Crop Unit

1920-1924
Average
Harvest

1924
Harvest

1925
July

Forecast

Winter wheat................................ Bushel 592 590 404
Spring wheat................................. Bushel 245 283 276

Bushel 837 873 680
Bushel 2,935 2,437 3,095
Bushel 1,328 1,542 1,292

Barley............................................ Bushel 182 188 208
Bushel 70 63 54

Hay................................................ Ton 107 112 93
Potatoes......................................... Bushel 418 455 350
Tobacco......................................... Pound 1,331 1,241 1,283
Cotton............................................ Bale 11.0 13.6 13.6

Crop conditions in New York State were somewhat 
more favorable than for the country as a whole. While 
some sections suffered from drought in June, the con
dition of fruit was generally reported good. While the 
hay crop promises to be smaller than last year, indicated 
yields of wheat, oats, rye, and potatoes compare more 
favorably with a year ago in this state than in the 
United States.

Wholesale Trade
Aggregate sales in June of 200 representative whole

sale dealers in this district continued at about the May 
level, but were 16 per cent larger than in June 1924, 
when sales were the smallest in the past three years.

More active demand for industrial equipment was re
flected in an increase in sales of machine tools to nearly 
double those of a year ago, and the largest since the 
spring of 1923. Silk goods sales, while smaller than in 
the spring, continued unusually heavy for the season, 
and there were substantial gains over last year in 
women’s dresses, men’s clothing, diamonds, hardware, 
stationery, and cotton goods. Sales of women’s coats and 
suits, on the other hand, were the smallest in several 
years, due partly to the preference shown for dresses.

Silk goods stocks increased in June, accompanying the 
summer slackening in sales, but were smaller than a year 
ago. Wholesalers’ stocks of cotton goods and hardware 
continued substantially smaller than a year ago, while
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stocks of groceries, shoes, and jewelry and diamonds 
remained larger.

Commodity

Percentage Change

June 1925 from June 1924
First Six Months 
1925 from 1924

Sales

Stock on Hand 
at end of 

month Sales Stock on Hand

Groceries.........................
Men’s clothing...............
Women’s dresses............
Women’s coats and suits
Cotton-Jobbers..............
Cotton-Com’sion houses.
Silk goods.......................
Shoes...............................
Drugs..............................
Hardware.......................
Machine tools................
Stationery......................
Paper..............................

+  4.9 
+18.6  
+46.0  
— 32.8 
+  10.3 
+12.1 
+50.4 
+  6.3 
— 5.3 
+11.5  
+87.1 
+10.1 
+  4.7 
+11.9 
— 17.9

+  6.8

— ie.7

— 6.6* 
+20.6

— 15.5

— 3.7 
+  7.9 
+  3.9
— 8.4
— 5.6 
+19.3  
+25.9
— 2.9
— 4.2
— 2.3 
+  6.6
— 1.3
— 2.6 
+  8.1 
— 10.8

+12.4

— 17.1
— ii.2*  
— 0.9

— 17.7

Diamonds.......................
Jewelry........................... £ + H .1 | +16.1

Weighted Average---- +16.0 +  0.4

*Stock at first of month—quantity not value.

Chain Store Sales
Aggregate June sales of reporting chain store systems 

were 22 per cent larger than in June last year, an 
unusually large increase, and sales per store likewise 
compared more favorably with last year than at any 
time in recent months. As has been the case for some 
time past the largest expansion of business occurred in 
grocery and variety chains, although drug chains re
ported the largest increase in sales per store.

For the first six months of the year the increase in 
sales of all stores amounted to 17 per cent. Grocery, 
variety, and ten cent chains showed the largest increases, 
although gains occurred in other lines except tobacco 
stores, for which sales were approximately the same as 
last year.

The following table gives detailed comparisons for 
June and for the first six months of the year.

Type of Store

Percentage Change

June 1925 from June 1924
Total Sales 

First 
Six Months 

1925 
from 
1924Number of 

Stores
Total
Sales

Sales per 
Store

Grocery.......................................... +18.8 +28.6 +  8.3 +23.3
Variety........................................... +17.5 +26.1 +  7.3 +20.6
Ten cent......................................... +  6.5 +15.3 +  8.3 +11.9
Drug............................................... +  3.7 +14.7 +10.6 +  7.2
Candy............................................ +  3.0 +10.0 +  6.9 +  3.0
Shoe................................................ +19.8 +  8.1 — 9.8 +  4.1
Tobacco......................................... +  7.0 +  2.3 — 4.4 0

Total........................................... +16.2 +21.8 +  4.9 +17.3

Department Store Sales
Sales o f leading department stores in this district 

averaged 4 per cent larger in June than a year previous, 
due partly, however, to the fact that June this year 
contained an extra working day. Adjusted to a work

day basis the increase in sales was less than 1 per cent. 
In the case of apparel stores, actual sales increased 8 per 
cent, and the daily rate of sales about 4 per cent.

For the first half of the year the increase in sales, 
amounting to 3 per cent, was also slightly below the 
usual year to year increase. As stocks of merchandise 
showed approximately the same increase, the rate of 
turnover was virtually unchanged from last year. This 
rate varied widely from New York City, where sales 
were nearly double the average stocks, to the smaller 
cities, where sales averaged 112 per cent of the average 
stocks.

Percentage Change

Net Sales 
June 1925 

from 
June 1924

Stock 
on Hand 

June 30, ’25 
from 

June 30, ’24

Net Sales 
First 

Six Months 
1925 
from 
1924

Stock 
on Hand 

First 
Six Months 

1925 
from 
1924

Elsewhere, Second Dist................
Northern New York State.......
Central New York State..........
Southern New York State........
Hudson River Valley Dist.......
Capita] District.........................
Westchester District.................

+  3.0 
+  5.9 
+  7.6 
+  8.0 
+  6.1 
+  9.1 
+  5.5 
—  0.6 
— 4.6 
+  1-4 
+10.1 
+  7.5 
+  5.9

+  4.8 
+  4.8 
+  8.1 
+  3.8 
+  4.3 
+  6.9 
+  4.6

+  3.2 
+  2.5 
+  6.4 
+  0.5 
+  4.8 
+  0.9 
+  1.9
— 5.4
— 4.7
—  0.3 
+  3.4 
+  6.5
— 0.7

+  3.7 
—  0.1 
+  6.8 
+  3.2 
+  6.7 
+  5.5 
— 2.9

All department stores................... +  4.2 +  4.9 +  3.2 +  3.4

Apparel stores...............................
Mail order houses.........................

+  8.4 
+14.1

— 2.4 +  8.0 
+  9.4

+  1.9

Comparison of sales by departments, both for June 
and the six months revealed particularly large increases 
over last year in silks, luggage and leather goods, and 
shoes. In June m en’s clothing and furnishings also 
made a good showing, while for the six months the 
largest increase occurred in radio business, due to heavy 
clearance sales.

During June the average value of the individual sales 
check was $2.84, compared with $2.80 in June last year.

Percentage Change

Net Sales 
June 1925 

from 
June 1924

Stock 
on Hand 

at end 
of month 
June 1925 

from 
June 1924

Net Sales 
First 

Six Months 
1925 
from 
1924

Stock on 
Hand 
First 

Six Months 
1925 
from 
1924

+26.8 +20.0 +11.9 — 2.4
Luggage and other leather

+19.3 +11.4 +10.3 +  7.0
Men’s furnishings.........................
Men’s and Boys’ wear..................

+19.0 +25.4 +  6.6 +16.9
+12.5 +  6.3 +  6.4 +  6.3

Toilet articles and drugs.............. +12.5 +12.4 +  5.7 +11.5
Linens and handkerchiefs............ +12.3 +  4.8 +  5.9 +  2.7

+11.5 +  5.6 +  9.2 +  4.1
+  9.9 +11.3 +  7.4 —  0.7

Home furnishings......................... +  9.2 — 3.9 +  5.6 — 1.2
+  7.3 +  1.1 +  9.7 +  0.7

Women’s and Misses’ ready-to-
+  5.8 +  5.9 +  8.4 +  2.7

Women’s accessories..................... +  5.6 0 +  1.7 — 0.7
Silverware and jewelry................. +  1.2 — 2.9 +  1.2 —  0.9
Cotton goods................................. — 0.3 +  2.2 +  5.3 +  0.8
Woolen goods................................ —24.7 +  3.6 —  5.9 — 4.1
Musical inst’s and radio............... —25.9 +14.7 +80.8 — 0.5
Miscellaneous................................. +  2.6 +  2.2 —  1.2 +  1.0
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York September 1, 1925

Business Conditions in the United States
P RODUCTION in basic industries turned upward 

in July after a continuous decline since January. 
Wholesale prices advanced further and the dis

tribution of commodities continued in large volume.

P roduction

The Federal Reserve B oard ’s index of production in 
basic industries, which makes allowance for usual sea
sonal variations, advanced by about 2 per cent in July 
to a point nearly 20 per cent above the low level of a 
year ago. Increased output was shown for lumber, coal, 
and cement, cotton consumption declined less than usual 
at this season, while the output of the iron and steel 
industry and the activity in the wool industry continued 
to decrease. In nearly all the industries activity was 
greater than in July of last year. Among industries 
not represented in the index the production of auto
mobiles, rubber tires, and silk continued to be large. 
Volume of factory employment and earnings of indus
trial workers declined further in July, seasonal increases 
in the clothing, shoe, and meat packing industries being 
more than offset by decreases in the other industries. 
Building contracts awarded in July were in only slightly 
smaller volume than the exceptionally large total reached 
in June and the total for the first seven months of this

year exceeded that for any previous corresponding 
period.

Estimates by the Department of Agriculture indicated 
a less favorable condition of all crops combined on A u
gust 1 than a month earlier. Expected yields of corn, 
wheat, rye, tobacco, and hay were somewhat smaller 
than in July, while the indicated production of oats, 
barley, and white potatoes was larger. According to 
present indications the yields of all principal crops, 
except corn and barley, will be smaller than last year. 
The mid-August cotton crop estimate was 13,990,000 
bales as compared with a forecast of 13,566,000 bales 
on August 1.

T rade

Freight car loadings during July were larger than 
in June and exceeded those of any previous July, and 
weekly figures for August indicated a continued large 
volume of loadings. Sales at department stores showed 
less than the usual seasonal decline in July and were
3 per cent larger than a year ago, and mail order sales 
were considerably above those of July 1924. Wholesale 
trade continued at the June level and was 6 per cent 
above the corresponding period a year ago.

P rices

Wholesale prices advanced further by nearly 2 per 
cent in July, according to the index of the Bureau of

PERCENT.

Index of 22 Basic Commodities Corrected for Seasonal Variation.
(1919 — 100 Per cent. Latest figure, July)

Index of U. S. Bureau of Labor Statistics. (1913 =r 100 Per cent,
base adopted by Bureau. Latest figure, July)
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Index of Department Store Sales in 359 Stores. (1919 == 100 
Per cent. Latest figure, July)

Labor Statistics. Prices of farm products and of mis
cellaneous commodities rose over 4 per cent, reflecting 
chiefly increases in livestock and rubber, while in the 
other commodity groups price changes were relatively 
small. The general level of prices in July was 9 per cent 
higher than a year ago, the rise being chiefly in agricul
tural commodities. In the first three weeks of August 
raw sugar, potatoes, silk, metals, and coal advanced, while 
grains, leather, hogs, and rubber declined.

B a n k  C r e d it

Demand for commercial credit at member banks in 
leading cities increased in August and the volume of 
commercial loans on August 12 was larger than at any 
time since the middle of May, but still considerably be
low the level at the beginning of the year. Loans on 
securities increased between the middle of July and the 
middle of August, while the banks’ investments showed 
little change for the period.

Discounts for member banks increased at all the Re
serve Banks in recent weeks and the total on August 19 
was the largest in more than a year and a half. The 
Reserve Banks’ holdings of securities and bills bought 
in the open market continued to decline, but total earn
ing assets in the middle of August were near the high 
point for the year.

During the latter part of July and the first half of 
August conditions in the money market were somewhat 
firmer. The prevailing rate on prime commercial paper, 
which had remained at 3%  to 4 per cent since early in 
May, advanced in August to 4%  per cent.

Banking Conditions in the Second District
While loans and discounts of reporting member banks 

outside of the district continued to increase during the 
first three weeks of August, the figures for banks in 
this district showed relatively little change. Commer
cial loans, although moderately above the low point 
reached at the end of July, were only slightly above the 
July average, and loans secured by stocks and bonds

Banks. (Latest figures, August 19)

continued near the level which has been rather con
sistently held since the first of the year. This was in 
contrast with the figures for banks outside of this dis
trict, whose stock and bond loans reached new high 
levels approximately $350,000,000 above those in Jan
uary. In this district, as for the rest of the country, the 
volume of bank investments in securities was little 
changed.

A t the Federal Reserve Bank of New York the volume 
of discounts for member banks advanced approximately 
$50,000,000 in August to the highest levels since Feb
ruary, accompanying a loss of funds by this district to 
the interior. As holdings of Government securities and 
acceptances, however, declined slightly the average of 
total earning assets during the month was not far differ
ent from that of previous months.

Money Market
Money conditions showed a firmer tendency in A u

gust, accompanying increased commercial requirements 
within the district, a movement of funds to the interior, 
and continued demand from the security markets.

The open market rate on prime commercial paper 
advanced *4 to 4 ^  per cent, the highest since May 
1924. Banks in New York City and in New England cen
ters continued light buyers, while the demand from 
banks in the middle west was somewhat reduced owing 
to seasonal commercial requirements. Notwithstanding 
the high level of business activity, supplies of paper con
tinued small and the amount outstanding through 26 
dealers at the end of July showed a further decrease of
4 per cent to the lowest in any July since 1921.

Supplies of bills were also small and about equal to 
the demand, which was chiefly for foreign account and 
for the shorter maturities, so that dealers’ portfolios 
showed little change. Open market rates, however, after 
remaining unchanged until the month-end advanced %  
of one per cent to 3%  per cent on purchases of 90 day 
bills and 3V2 per cent on sales. Yields on Government
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short term securities continued to advance until after 
the middle of the month, when there wTas a partial 
reaction as prices became slightly firmer.

In the stock exchange money market time loans ad
vanced 14  to 4*4-4 ̂ 2 Per cen  ̂ for 60-90 day loans, and 
4i/o-4% per cent for 4-6 months loans, the highest in 
more than a year. Call money was likewise firmer and 
except for a period at 4 per cent about the middle of 
the month, renewals held chiefly at 4*4 per cent, and 
towards the end of the month advanced to 4%  per cent.

The accompanying diagram, comparing the commer
cial paper rate with the yield on high grade bonds, re
flects recent tendencies in money conditions. While 
commercial paper rates have advanced somewhat more 
than 1 per cent since last summer, bond yields have 
continued to decline until the past two months, when 
there has been a somewhat firmer tendency.

O p e n  M a r k e t  R a t e  o n  P r im e  4  to  6  M o n t h s  C o m m e r c ia l  P a p e r  
a n d  Y ie ld  o f H ig h  G r a d e  B o n d s , b y  M o n t h s .  ( L a t e s t  f ig u r e s  

fo r  c o m m e r c ia l p a p e r , A u g u s t ;  fo r  b o n d  y ie ld s ,  J u l y )

Security Markets
Stock trading in August increased in activity and 

prices continued to advance. Averages of active indus
trial stocks reached new high levels approximately 20 
points above the 1919 high prices, while averages of 
railway stocks reached the highest points since 1917.

Bond prices, after displaying reactionary tendencies 
in July and the first part of August, strengthened 
towards the close of the month but remained generally 
below the high levels of May and early June. United 
States Government issues were also firmer towards the 
close of the month, while among foreign issues the 
French Government 8s reached new high levels for 
the year.

The volume of new securities offered in August fell 
somewhat below the totals for previous months, in keep
ing with the usual seasonal tendency. Public utility and 
industrial issues preponderated, and foreign issues, aside 
from a large Japanese public utility offering, were 
small. Since the first of the year, however, total new

issues of all kinds sold in this market have reached 
approximately 4%  billion dollars, a larger total than in 
any corresponding period of previous years and three 
quarters of a billion dollars more than in this period 
of last year. The following diagram, showing the new 
issues by months since 1919, compares the heavy financ
ing of the past year with that of previous years.

MJLUONS 
OF DOLLARS

1919 1920 1921 1922 1923 192.4 1925
N e w  C a p it a l  I s s u e s  a n d  R e f u n d in g  I s s u e s  O ffe re d  in  t h e  U n it e d  

S t a t e s ,  b y  M o n t h s .  ( L a t e s t  f ig u r e s ,  J u l y )

Velocity of Bank Deposits
The large volume of security offerings and continued 

activity in the stock and bond markets during recent 
months have been accompanied by an increase in the 
rate of turnover of bank deposits in New York City to 
the highest level in the last six years, as shown in the 
diagram below. The rate of turnover in 140 other cen
ters, while not so high as in New York City, increased 
substantially as general business was maintained at high 
levels, and in July was approximately 3 per cent, above 
the six year average.

The accompanying diagram compares the rate of turn
over in New York City and 140 other centers, by months, 
in percentages of the six year average.

R a t e  o f T u r n o v e r  o f  B a n k  D e p o s it s  in  N e w  Y o r k  C i t y  a n d  in  
1 4 0  C e n t e r s  O u t s id e  o f N e w  Y o r k  C i t y  a f t e r  A l lo w a n c e  

fo r  S e a s o n a l  V a r ia t io n .  ( S ix - y e a r  a v e r a g e  = 1 0 0  
P e r  c e n t .  L a t e s t  f ig u r e s ,  J u l y )
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Gold Holdings of the Bank of England, Sterling Exchange, the Bank of England Discount Rate, and the Market Rate on 3 Months' 
Bank Bills in London, by weeks, since the first of January. (Latest figures for gold holdings, August 19; for sterling,

August 22; and for interest rates, August 25)

Money Conditions in Great Britain
The reduction on August 6 of the Bank of England’s 

discount rate from 5 to 4%  per cent has called attention 
to the changes in the financial situation in Great Britain 
which have taken place since the resumption of gold 
payments in April. These changes are illustrated in the 
diagram above.

One of the uncertainties attending the restoration of 
the gold standard was the extent to which gold might 
be withdrawn from London once the prohibition on 
exports was removed. Since the restoration of a free 
gold market, however, the gold movement instead of 
being adverse to London has been generally favorable, 
partly because foreign funds, assured of ready conver
tibility and attracted by London rates, have tended to 
flow into the British market. Gold holdings of the Bank 
of England up to August 19 showed an increase of 
£8,000,000 due to imports, which together with an in
crease of £27,000,000 due to the transfer of gold from 
the Currency Note Redemption Account to the Bank of 
England in the week of April 29, raised the total gold 
holdings of the bank to £164,000,000, a new high level, 
and £126,000,000 above the 1913 average. Sterling 
exchange has advanced from $4.8156 to $4.8538, while 
the effect of the influx of gold upon money conditions is 
shown by the substantial decline in mone}r rates.

Gold Movement
In July, for the first time since last November, gold 

movements resulted in a net import balance for the 
United States. Total gold imports were $10,200,000, and 
exports $4,400,000, so that the excess of imports was 
$5,800,000. Of the imports, $6,000,000 came in one 
shipment from France and $2,900,000 was from Canada, 
while exports were chiefly for Mexico and the Orient.

For the eight months from December 1 to July 31 the 
net outflow of gold amounted to $174,000,000.

During the first 28 days of August gold movements 
were unusually small. Imports at the Port of New York 
totaled only $500,000, while exports were slightly more 
than a million.

Foreign Exchange
Sterling exchange continued to be firmly maintained 

at above $4.8531 during August. French francs, on the 
other hand, declined slightly, and Belgian exchange 
showed a small net loss, notwithstanding a partial re
covery later in the month following the debt settlement 
with the United States. Lire declined during the early 
part of the month, but recovered, and at 3.76 cents on 
August 28 showed a net gain of about 10 points.

Dutch exchange rose above parity for the first time 
since the resumption of gold payments, and heavy deal
ings occurred in the Danish and Norwegian exchanges, 
which continued their rapid advance to new high levels 
for recent years. Brazilian exchange was also active and 
strong, and at 12% cents reached a new high price for 
the year, 27^  per cent above the recent low.

Among Far Eastern exchanges, Japanese yen reacted 
below 41 cents, while rupees were steady. Chinese rates 
were generally higher, accompanying an advance in 
silver on August 27 to 71% cents, the highest since 
October 1924.

Foreign Trade
Contrary to the usual seasonal tendency, exports of 

merchandise increased $15,000,000 in July to $338,000,- 
000, at which level they were $61,000,000 above July 
1924. Imports valued at $326,000,000, while practically 
unchanged from the June figures, were also substantially 
above July of the previous year.

In the case of exports, the increase from June oc
curred despite the fact that there was little change in 
the value of grain and cotton shipments. Of imports, 
receipts of rubber increased during July, while those 
of silk declined.

Detailed figures made available for the fiscal year 
ended June 30 show heavy exports of raw cotton 
amounting to over a billion dollars. Exports of wheat 
and wheat flour were the next in value at approximately 
$400,000,000 followed closely by mineral oils, while 
automobiles and parts came fourth with nearly $250,- 
000,000. Leading articles of import during the fiscal 
year were raw silk, valued at $353,000,000, followed by 
sugar, coffee, and crude rubber.
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Preparations for a strike in the anthracite coal fields 
on September 1 were reflected by heavy production of 
anthracite in both July and August. In the week of 
August 22 the production of 2,200,000 net tons was the 
largest for any week since 1922, and 29 per cent greater 
than in the corresponding week a year ago. Bituminous 
output also increased during July and August and 
reached the highest levels since early in February.

The continuance of the automobile industry at un
usually high levels of activity was shown by an output of 
346,700 passenger cars in July, a total nearly equal to 
that of June and 46 per cent larger than a year pre
vious. In the case of trucks, the output was larger than 
in June and 48 per cent above a year ago.

In the iron and steel industry, production in July, 
while slightly below that of June, remained substan
tially above July last year, and during the first three 
weeks of August operations showed a gradual upward 
tendency. A  decrease of 170,991 tons in the unfilled 
steel orders of the Steel Corporation at the end of July 
was the smallest monthly decrease since the downward 
movement began in March.

Silk mill activity increased in July to near the high 
level of last March, and cotton consumption and woolen 
mill activity, while considerably below normal, were 
substantially larger than in July 1924. The following 
table gives this bank’s indexes of production in major 
industries in percentages of the computed trend, after 
allowance for seasonal variation.

Production

(Computed trend of past years=100 per cent)

1924 1925

July May June July

Producers’ Goods
Pig iron..................................................... 57 89 84 83
Steel ingots............................................... 55 99 94 89
Bituminous coal....................................... 75 87 88 91p
Copper, U. S. mines................................. 101 99 102r 104
Tin deliveries............................................ 60 87 99 96
Zinc........................................................... 96 96 98 102
Petroleum................................................. 123 132 129
Gas and fuel oil........................................ 97 107 114
Cotton consumption................................ 61 89 84 ‘83
Woolen mill activity*.............................. 70 83 81 77 p
Cement...................................................... 123 125 128 132
Lumber...................................................... 100 105 110
Leather, sole............................................. 73 74 76
Silk consumption*.................................... 98 115 118 i30

Consumers’ Goods
Cattle slaughtered.................................... 109 113 99 122
Calves slaughtered................................... 107 97 105 114
Sheep slaughtered..................................... 101 110 101 103
Hogs slaughtered...................................... 136 86 101 91
Sugar meltings, U S. ports..................... 111 93 100
Wheat flour............................................... 109 88 99 io7
Cigars........................................................ 107 96 105
Cigaretr.es.................................................. 80 79 79

103 104 111
Gasoline..................................................... 114 130 i35
Tires.......................................................... 92 121 128
Newsprint................................................. 104 115 113 iii
Paper, total............................................... 85 97 87 83
Boots and shoes........................................ 93 90 91 102p
Anthracite coal......................................... 96 97 93 104p
Automobile, all....................................... .. 113 132 136 156
Automobile, passenger............................. 122 140 148 169
Automobile, truck.................................... | 80

i
97 87 104

*= Seasonal variation not. allowed forp =  Preliminary
r= Revised

Indexes of Business Activity
General business activity in July, as measured by 

this bank’s indexes, continued at an unusually high 
level. The index of bank debits outside of New York 
City, which reflects closely changes in the total volume 
of trade, was only slightly lower than in June, and 
equal to or above any other month since January.

Car loadings of merchandise and miscellaneous freight 
continued above the computed trend, or normal, for the 
month, and other loadings increased over June, due 
largely to the heavier movement of coal and the market
ing of the new winter wheat crop. Mail order sales 
were 29 per cent above a year ago, building permits 
were exceptionally heavy, and factory employment held 
close to a normal level for this time of year.

In the following indexes of business activity allow
ance has been made for the usual year to year increase, 
seasonal variations and, wThere necessary, an adjustment 
has been made for estimated price changes.

(Computed trend of past years=100 per cent)

1924 1925

July May June July

Primary Distribution
Car loadings, merchandise and misc...... 98 106 103 103
Car loadings, other................................... 92 108 99 101
Wholesale trade, Second District........... 91 91 90 94

89 94 86 98 p
108 110 115r 115 p

Grain exports............................................ 42 141 77 76
Panama Canal traffic............................... 123 83 98 96

Distribution to Consumer
Chain store sales....................................... 95 96 94 93
Mail order sales........................................ 95 111 114 117
Life insurance paid for............................. 118 114 112 123
Real estate transfers................................ 109 112
Magazine advertising............................... 99 97 ioo ‘96
Newspaper advertising............................ 90 95 91 92

General Business Activity
Bank debits, outside of New York City. 100 110 111 110
Bank debits, New York City..................
Bank debits, 2nd Dist. excl. New Y'ork

109 124 119 118

Velocity of bank deposits, outside of
99 103 105 103

New York City.....................................
Velocity of bank deposits, New York

98 103 101 103

103 115 118 114
Postal receipts........................................... 99 99 100 105
Electric power........................................... 99 104 106
Employment, N. Y. State factories........ 95 99 98 '98
Business failures....................................... 103 108 119 94
Building permits....................................... 122 160 177

p = Preliminary 
r=Revised

Employment and Wages
Factory employment in July showed only the usual 

mid-summer decline of about 1 per cent from June, 
both in New York State and in the United States, and 
remained well above the level of a year ago. The decline 
from March to July in this state was only 5 per cent 
this year, compared with 14 per cent last year.

Average weekly earnings of factory workers in the 
state showed little change during the month, though a 
1 per cent decline occurred for the country as a whole, 
probably due to vacations. Total factory pay roll ex
penditures in the United States declined over 2 per cent 
from June to July, but were 15 per cent larger than 
a year ago.
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July records of building permits and contracts indi
cate the continuation of construction work at unprece- 
dentedly high levels. Contracts awarded in 36 states 
totaled $529,000,000, an increase of 53 per cent over last 
year, and larger than ever before in July. Permits 
issued in 377 cities were 41 per cent above a year ago 
and also larger than in any July.

In New York City the building totals are rapidly over
taking those of 1924, after falling much below in the 
early months of this year. Contracts awarded in July 
were 76 per cent larger and permits more than twice as 
large as a year ago. These increases were due chiefly 
to residential contracts, which reached the highest level 
since the spring of 1924. Influence of the New York 
City figures is shown in total contracts for the district, 
which were 40 per cent above last July. The accom
panying diagram compares by months the figures for the 
country and for this district with last year.

Reflecting the continued heavy building, costs are 
somewhat higher than a year ago. While disputes be
tween various labor unions have caused suspension of 
work on a number of large projects, in general operations 
are proceeding at a high level, and labor supply has 
been adjusted fairly closely to demand.

Building

JAN- FEB* MAR' APR- MAV JUN- JUL* AUG. SEP. OCT- NOV* DEC* 
Value of Building Contracts Awarded in 36 States and in New 

York State and Northern New Jersey. (Latest figures,
July)

Crops
Ample rainfall resulted in a rather general improve

ment in crop conditions in New York State during July. 
Indicated yields of oats, corn, barley, apples, and pears 
on August 1 were larger than last year’s crops. In the 
cases of buckwheat and potatoes, however, yields appar
ently will be smaller than in 1924.

While the composite condition of crops throughout 
the country as reported by the Department of Agricul
ture was 1.6 per cent lower on August 1 than on July 1, 
and below the average of the last ten years, a pre
liminary calculation of aggregate values, based on

August 1 estimates for all crops except cotton, and 
August 15 prices at the farms, indicates an increase of 
7 per cent over 1924, and over 75 per cent since 1921.

Compared with last year, the increase in aggregate 
values is chiefly due to larger crops of corn and cotton, 
although a number of minor crops also promise substan
tially larger financial returns than last year. The accom
panying diagram compares the preliminary estimates 
of this year’s crop with the final figures for recent years. 
In the case of cotton, the 1925 figures are based on 
estimates as of August 15.

8 ,732;

C O T T O H  6 4 4

C O RN

1 9 2 .1  1 9 Z Z  1 9 2 .3  1 9 £ 4  1 9 2 5
Estimated Value of Principal 1925 Crops at August 15 Prices 

at the Farm Compared with Dec. 1 Value of Crops Har
vested in Previous Years. (In millions of dollars)

Commodity Prices
A fter advancing during the early summer this bank’s 

price index of 20 basic commodities declined late in 
July, and in August. This was due chiefly to the 
reaction in rubber, which fell to 95 cents, or 26 cents 
below the July high point, and also to a drop of nearly 
3 cents a pound in cotton, accompanying improved 
prospects for the crop.

The prices of corn, hogs, and petroleum were also 
lower, but metals, on the other hand, were firmer. Scrap 
steel continued to advance. Pig iron became slightly

PERCENT.

Price Indexes of 20 Basic Commodities in the United States and
in England. (1913 =  100 Per cent. Latest figures, August 22)
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firmer, and copper and lead reached the highest levels 
since January.

As compared with a year ago, both this bank’s index 
of wholesale prices and that of the Department of Labor 
showed considerable advances, due largely to increases 
in farm products and foods. These tendencies are re
flected also in a moderate advance in the semi-annual 
cost of living index of the Department of Labor to a 
level slightly higher than at any time since 1921. As 
indicated in the following table, this increase was due 
almost wholly to increases in the retail price of foods.

(1913 Average =100 per cent)

Per cent Change
June 1925

Index Index from
June 1924 June 1925 June 1924

Food..................................................... 142.4 155.0 + 8 .8
Clothing..............................................
Housing..............................................

174.2 170.6 — 2.1
168.0 167.4 — 0 .4

Fuel and light.................................. 176.7 176.7 0
House furnishing g oo d s.............. 216.0 214.3 — 0 .8
Miscellaneous................................... 201.1 202.7 + 0 .8

All items........................................ 169.1 173.5 + 2 .6

Wholesale Trade
Trade of representative wholesale dealers in this dis

trict during July averaged 10 per cent above a year ago, 
reflecting increases in a majority of the reporting lines.

The largest increase occurred in women’s coats and 
suits, and was probably due chiefly to the fact that 
sales last year were unusually small because of labor 
troubles. Machine tool sales, however, were also sub
stantially larger than last year, silk goods business was 
maintained at a high level, and considerable gains oc
curred in men’s clothing, cotton goods, shoes, and 
diamonds.

Stocks of wholesale shoe dealers continued to expand, 
whereas a year ago they were being sharply reduced, 
and stocks of groceries, and jewelry and diamonds were 
likewise larger than a year ago, although the increases 
were not so large as in previous months. In the cases 
of cotton goods and silk goods, stocks continued smaller 
than last year.

Commodity

Net Sales 
Percentage Change

Stock at end of month 
Percentage Change

July 1925 
from 

June 1925

July 1925 
from 

July 1924

July 1925 
from 

June 1925

July 1925 
from 

July 1924

Groceries................................................
Men’s clothing.....................................

+  2.1  
+ 5 4 .8  
— 38.6  

+ 5 2 3 .5  
+ 1 2 .4
—  9 .5  
— 14.2
—  6 .6  
—  1.2  
— 11.9  
— 13.5
—  7 .5
—  4 .1  
+  17.8
—  8 .5

+  2 .3  
+ 2 0 .3  
— 11.0  

+ 1 3 0 .0  
+  9 .6  
+  9 .9  
+ 2 4 .0  
+ 1 1 .1
—  7 .7  
+  3 .4  
+ 5 6 .6  
+  2 .2
—  1 .7  
+ 1 5 .6
—  3 .2

—  4 .9 +  3 .8

Women’s dresses.................................
Women’s coats and suits................
Cotton-Jobbers...................................
Cotton-Commission houses............
Silk goods..............................................
Shoes.......................................................

+ 3 6 .2

+  8 .1*  
+  7 .4

__22 1

—  2 .1*  
+ 5 9 .5

Drugs......................................................
Hardware..............................................
Machine tools......................................

+  1 .3 —  9 .4

Stationery.............................................
Paper......................................................
Diamonds.............................................
Jewelry................................................... j —  7 .5 ( +  6 .6

i.

Weighted Average......................... i + 8 . 7  j + 1 0 .2  j

*=Stock at first of month—quantity not value

Department Store Business
Department store sales in this district averaged 2 per 

cent larger in July than a year ago. I f  allowance is 
made, however, for an extra selling day this year for 
stores in New York City and vicinity, the sales, on a 
working day basis, fell slightly below those of a year 
ago, despite increased floor space in a number of the 
stores. In the case of apparel stores, the unadjusted 
sales averaged 3 per cent smaller than in July 1924.

Stocks of merchandise on hand in reporting stores 
were 4%  per cent larger than in last year, a somewhat 
greater increase than occurred in sales. The rate of 
turnover for the month, in consequence, fell slightly 
below last year, though for the year to date the average 
continues slightly above 1924.

Net Sales Stock on Hand
Percentage Change Percentage Change

July 1925 July 31, 1925
from from

July 1924 July 31. 1924

+  2 .1 +  5 .1
+  3 .6 +  2 .9

Rochester........................................................... +  6 .5 —  0 .5
Syracuse............................................................. —  4 .7 +  5 .9

+  1 .2 +  8 .8
Bridgeport......................................................... +  2. S +  4 . 9

+  5 .0 —  3 .8
Northern New York State..................... +  3 .3
Central New York State......................... —  0 . 4
Southern New York State..................... +  3 .2
Hudson River Valley D ist..................... +  11.3
Westchester District................................. —  7 . 9

All department stores................................... +  2 .3 +  4 .5

Apparel stores.................................................. —  2 .9 —  0 .9
Mail order houses........................................... + 2 9 .2

The largest increases in sales over last year were in 
sporting goods, books and stationery, luggage and 
leather goods, and toilet articles and drugs. Furniture 
and home furnishings continued to show large gains, and 
there were substantial increases also in shoes and hosi
ery. Silk goods and apparel sales, on the other hand, 
did not compare so favorably with a year ago as in 
June, and cotton goods showed a sharp decline.

The average value of the individual sales transaction 
in July was $2.41 compared with $2.38 a year previous.

Net Sales 
Percentage Change 

July 1925 
from 

1 July 192 i

Stock on Hand 
Percentage Change 

July 31, 1925 
from 

July 31, 1924

Toys and sporting goods............................. + 3 3 .7 -J- 2 8
Books and stationery.................................... + 2 0 .8 +  2 .3
Luggage and other leather goods............ + 1 7 .7 +  10.0

+ 1 6 .1 +  1 .8
Toilet articles and drugs............................. +  16.1 +  12.1

+  12.0 +  4 .9
Home furnishings........................................... + 1 0 .9 —  3 .0
Silverware and jewelry................................. +  9 .2  ! —  3 .0

+  9 .0  ! +  3 .6
Linens and handkerchiefs........................... +  8 .1  | 4 - 5 . 2
Women’s and Misses’ ready-to-wear. . . +  6 .8  ! +  1.0
Men’s and Boys’ wear.................................. +  4 .9  : +  5 .6

+  2 .6  | +  0 .2
Men’s furnishings........................................... +  2 .0  j +  1.4
Woolen goods................................................... i +  i .4  ; +  1 .3
Women’s accessories..................................... —  0 .7  : —  0 .2
Cotton goods.................................................... — 10.0 ! + 1 2 .7
Miscellaneous................................................... I —  3 .2  j —  1 .2
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Schedule of Interest and Principal Payments on Account 
of British Debt to This Government

Schedule of Interest and Principal Payments on Account 
of Belgian Debt to This Government

The Belgian Debt Agreement
W ith the funding of its debt of $417,780,000 to this 

Government, subject to the approval of the Belgian Gov
ernment and the United States Congress, Belgium be
comes the sixth country to make formal provision for 
payment of its indebtedness to the United States. This 
settlement brings the total of foreign debts which have 
been funded to approximately $5,166,000,000, out of a 
total of about $12,000,000,000, including principal and 
accrued interest. Countries which have previously con
cluded funding arrangements are Great Britain, Poland, 
Finland, Lithuania, and Hungary.

Under the terms of the Belgian settlement payment

of principal of the pre-Armistice debt of $171,780,000 
without interest, and of the $246,000,000 post-Armistice 
debt with interest, amounting to $310,050,500, are to be 
made over a period of 62 years in annual instalments of 
about $12,700,000, except during the first ten years, for 
wThich smaller fixed payments are specified. Interest 
on the post-Armistice debt is fixed in arbitrary 
amounts for the first ten years and at 3%  per cent there
after. The diagrams above, comparing the methods of 
payment of both the British and Belgian debts, show 
the smaller payments which are made during the first 
ten years under both the British and Belgian debt settle
ment plans, and also the manner in which the amounts 
paid on principal increase and interest charges decrease.

Statement showing principal amount of obligations of Foreign Governments held by the United States Treasury, interest accrued 
and unpaid thereon up to and including the last interest period prior to May 16, 1925, and payments 

received on account of principal and interest up to August 24, 1925.

Unfunded Obligations
Principal 

Amount of 
Obligations 
Now Held

Interest Accrued !
as of Last 

Interest Paying 
Dates

Total
Indebtedness

Payments Payments 
on Account on Account 

of j of 
Principal j Interest

France.......................................................................... $3,340,516 044 
1,647,869,198 

192,601,297 
91,879,671 
51,037,886 
36,128,495 
24,055,709 
13,999,145 
15,000,000 
11,959,917 
5,132,287 

100,590 
26,000

$870,040,904
490,674,654

62,546,395
25,799,424
14,377,111
10,380,166
6,495,041
3,794,875
2,625,000
2,999,562
1,219,852

$4,210,556,948
2,138,543,852

255,147,692
117,679,095
65,414,997
46,508,661
30,550,750
17,794,020
17,625,000
14,959,479

6.352,139
100,590
32,768

$64,302,901
164,852

$231,405,662
57,598,852

7,913,702
304,178
636,059
263,313

Italy.............................................................................
Russia.............. ...........................................................
Czechoslovakia............................................................
Jugoslavia.................................................................... 720,600

1,794,180Rumania......................................................................
Austria........... .............................................................
Esthonia........ .............................................................
Greece.............. ............................................................ 1,159,153
Armenia.....................................................................
Latvia.................................................................. . 126,266

8,182
861

2,286,751

Nicaragua.................................................................... 50,513
Liberia......................................................................... 6,76S
Cuba................  ............................................... 10,000,000

Total..................................................................... $5,430,306,239 $1,490,959,752 $6,921,265,991 $77,033,046 $301,702,979

Funded Objigations 
Great Britain.............................................................. $4,554,000,000 

*416,904,160 
178,560,000 

8,910,000 
f6 ,045,225 

1,972,883

$4,554,000,000
416,904,160
178,560,000

8,910,000
6,045,225
1,972,883

$46,000,000
875,839

..........90,000
30,000

9,672

$343,620,000
192,567
500,000
672,300
135,675

44,208

Belgium.......................................................................
Poland..........................................................................
Finland........................................................................
Lithuania.....................................................................
Hungary......................................................................

Total.................................................................... $5,166,392,268 0 $5,166,392,268 $47,005,511 $345,164,750

Grand Total Funded and Unfunded......................... $10,596,698,507 $1,490,959,752 $12,087,658,259 $124,038,557 $646,867,729

^Funding Agreement concluded but not approved by Congress
fFunding Agreement approved by Congress but bonds have not been exchanged
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York October 1, 1925

Business Conditions in the United States
P RODUCTION of basic commodities declined in 

August to the lowest level of the year but was 
considerably higher than during the summer of 

1924. Distribution of goods at wholesale and retail 
continued in greater volume than a year ago. Seasonal 
growth in the demand for credit, arising partly from 
financing of the crop movement, was reflected in an 
increase in the volume of commercial borrowing.

P r o d u c t io n

The Federal Reserve Board ’s index of production in 
basic industries, which is adjusted for seasonal varia
tions, declined 4 per cent in August, but was 15 per cent 
higher than a year ago. Output of steel and of bitu
minous and anthracite coal and activity in the woolen 
industry increased in August, while mill consumption 
of cotton and the production of flour and lumber de
creased. Employment and earnings of factory workers 
were larger in August than in July, but continued 
smaller than in June. Building contracts awarded dur
ing August, owing chiefly to large awards in New York, 
exceeded all previous records.

Crop reports of the Department of Agriculture at the 
beginning of September, as compared with forecasts a 
month earlier, indicated somewhat larger yields of 
spring wheat, oats, barley, hay, and tobacco, and smaller 
yields of corn and potatoes. The mid-September cotton

*tRCEirr.

Index of 22 Basic Commodities Corrected for Seasonal Variation
(1919 =  100 Per cent. Latest figure, August.)

crop estimate was 13,931,000 bales compared with a fore
cast o f 13,740,000 bales on September 1.

T r a d e

Wholesale trade was 5 per cent larger in August than 
in July owing to seasonal increases in the sales of dry 
goods and shoes, and sales of all lines except groceries 
were greater than those in August 1924. Sales at 
department stores and at mail order houses showed less 
than the usual increases in August but continued in 
greater volume than last year. Stocks of merchandise 
at department stores increased in August and for the 
first time this year were considerably larger than in the 
corresponding month a year ago. Wholesale firms in all 
leading lines except drugs and hardware reported 
smaller stocks on August 31 than a month earlier.

Total freight car loadings were larger during August 
than in any month since last October. Coal shipments, 
preceding the anthracite strike, were especially heavy, 
less-than-carload-lot shipments continued to increase, 
and the movements of livestock and grains were season
ally greater than in July, although smaller than in 
August 1924.

P r ic e s

Wholesale prices showed a further slight advance in 
August and were near the high level reached in the spring 
of this year. Prices of agricultural commodities, which 
in recent months have been above the average for all

PEJ? CEKT.
1-------------------------------

WHOLESALE
PRICES

1̂ 13 - 100

1922 1923 1924 19Z5
Index of U. S. Bureau of Labor Statistics (1913 =  100 Per cent,

base adopted by Bureau. Latest figure, August.)
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PER CENT. BlLUOfO Of DOLLARS

Index of Factory Employment and Factory Payrolls in Manu
facturing Industries. (1919 average =  100 Per cent.

Latest figures, August.)

commodities, increased further, while prices of other 
commodities declined slightly. Between the end of 
August and the latter part of September prices of bitu
minous coal, pig iron, rubber, and cotton advanced, 
and prices of spring wheat, corn, raw sugar, and wool 
declined.

B a n k  C redit
A t member banks in leading cities loans chiefly for 

commercial and agricultural purposes showed further 
seasonal increases during the first half o f September 
and at the middle of the month were about $275,000,000 
higher than at the end of July. Investment holdings 
remained in about the same volume as during previous 
months, but loans on securities increased and on Septem
ber 16 were near the highest level of the year.

A  further growth in the total of Reserve Bank credit 
in use occurred during the five week period ended 
September 23. Member bank borrowings increased in 
the early part of September, and after a temporary 
decline during the period of Treasury financing, 
increased to a larger total than at any time since the 
beginning of 1924. The seasonal growth in the demand 
for currency during August was reflected in an increase 
of $65,000,000 in total money in circulation.

Money rates showed a firmer tendency during the last 
week of August and the first three weeks of September. 
The prevailing rate on prime commercial paper 
remained at 41/4 per cent but there was an increased 
proportion of sales at 4 ^  per cent.

Banking Conditions in the Second District
The further growth during late August and early 

September in the total loans and investments of report
ing member banks throughout the country was not ac
companied by any important increase for the reporting 
banks located in this district. While commercial loans 
shared in the general seasonal increase for the country, 
these advances were partly offset by a decline in invest
ment security holdings, so that the level of total loans 
and investments remained little changed at a point near
ly $200,000,000 lower than at the beginning of the year.

Member Bank Credit 
Weekly Figures for Member Banks in 101 Leading Cities.

(Latest figures, September 16.)

The manner in which credit tendencies within the 
district have differed from  those for  the rest o f the 
country is indicated in the following diagram, which 
compares total loans and investments and deposits of 
reporting banks for the Second District and for the 
country except the Second District. In contrast with 
the decrease shown here since January, loans and in
vestments of outside reporting banks have increased by 
approximately $600,000,000, due chiefly to a rise of over 
$400,000,000 in their loans secured by stocks and bonds. 
That banks in this district have failed to show any cor
responding increase apparently reflects, in part, the loss 
of gold early in the year through exports, and in part 
the tendency of interior banks to convert New York 
balances into street loans, which has had the effect of 
reducing the volume o f funds which banks in this city 
have had to lend for their own account.

6.5

5.51

........ — r  .........—
TO TAL LOAM5 &  

jS *  INVE5TMENTS
-  *

TO TA L DEPOSITS
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X
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1924 1925

Weekly Figures for Reporting Member Banks in Second District 
and in All Other Districts Compared. (Latest 

figures, September 16)
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A t the Federal Reserve Bank of New York Labor 
Day requirements for currency were reflected by a sharp 
rise in discounts for member banks in the early part of 
September to $260,000,000, a new high level for the 
year. As customary at quarterly tax periods, Govern
ment disbursements caused a sharp temporary decline 
in loans after the 15th, from which there was a re
covery as checks drawn in payment of income taxes were 
presented at banks for collection. On September 26 
discounts of approximately $200,000,000 stood mode
rately above the levels of August, and $75,000,000 to 
$100,000,000 above the figures at the beginning of the 
summer. Holdings of bills and Government securities 
showed little net change during the month.

Money Rates
Except for several days of temporary ease after the 

Government disbursements on the 15th, money continued 
generally firm in September at rates equal to or slightly 
above those quoted in the latter part of August.

Prime commercial paper continued chiefly at 4%  per 
cent, but some upward tendency was indicated by more 
frequent sales at 4%  per cent in September than in 
August. As New York City banks were largely out 
of the market, sales continued to be mainly in the interior. 
Supplies of paper remained small and the amount out
standing through 26 dealers at the end of August de
clined further from the low figure reached at the end 
of July.

Bills were in fair demand in September, but owing to a 
seasonal increase in the supply, dealers’ portfolios rose 
substantially from the low level of the year reached 
in the early part of the month. Following the advance 
in rates late in August quotations for 90-day bills 
remained unchanged at 3%  per cent on dealers’ pur
chases of bills and 3 per cent on bills offered by them. 
Yields on short term Treasury obligations declined 
moderately, but were steadier toward the close of the 
month.

The September offering of approximately $250,000,000 
Treasury 9-months certificates of indebtedness, bearing 
interest at 3 14  per cent, compared with 3 per cent on an 
issue of similar maturity offered last March, was heavily 
oversubscribed and subsequently offered in the open 
market at par.

In the Stock Exchange money market, call loans 
were chiefly 4*4 per cent or higher, except for the 
period of ease around the quarterly tax date, and toward 
the end o f the month the renewal rate touched 5%  
per cent, highest since January 1924. Time money 
rates were also slightly firmer; at 4%  and 4%  per cent 
respectively for  60-90 days and 4-6 months maturities, 
rates were a fraction higher than at the end of August.

Security Markets
Stock trading continued heavy in September’ and 

price averages of industrial issues advanced 4 points 
higher than in August and 25 points above the high 
levels o f 1919. Railway averages were also firmer, and 
again reached new high levels since 1917.

In the bond market, corporation issues showed a fur

ther tendency to recover during the first part of Sep
tember, but became reactionary again toward the end 
of the month, when money conditions grew firmer, so 
that prices continued a point or so below the May and 
June high levels. United States Government issues 
moved irregularly; the Liberty 3%  ’s declined to the low
est point of the year and most other issues also showed 
considerable declines.

A fter a seasonal decline in August the volume of new 
securities issued again became large in September. 
Domestic issues were widely varied, while the foreign 
offerings were unusually heavy, including $70,000,000 
Dominion of Canada 1-year notes, $29,700,000 Argentine 
Government bonds, and the major part of a $25,000,000 
German Agricultural Bank issue. During the eight 
months ended August 31 total domestic issues, exclu
sive of refunding loans, amounted to $3,426,000,000, or 
approximately 8 per cent more than in the correspond
ing period of last year, while foreign issues, exclusive 
of the refunding loans, have exceeded last year’s figures 
by 60 per cent. The following table gives the compara
tive figures for domestic and foreign issues during the 
first eight months of the two years.

(In millions of dollars)

8 months ended August 31

1924 1925
Corporate......................................................................... 2,012

1,149
400

2,384
1,042

638
State and Municipal......................................................
Foreign............................................................................

Total new capital.................................................. 3,561 4,064

Gold Movement
Gold movements at the Port of New York during the 

first 28 days o f September showed a small excess of ex
ports, owing chiefly to demands from India and the 
Straits Settlements, which together took $3,800,000 out 
of the total shipments of about $4,460,000. As imports 
amounted to only $520,000, the net loss for the period 
was approximately $3,940,000. During the latter part 
of the month, however, imports of $2,000,000 were 
reported en route from Japan to this country.

For the month of August gold movements for the 
country resulted in imports of $4,800,000, of which 
$3,500,000 came from Canada. As exports were slightly 
more than $2,100,000, the net import balance for  the 
month was $2,700,000, compared with $5,800,000 in July, 
and an export balance of $2,300,000 in June.

Foreign Exchange
Sterling exchange was under pressure in September, 

presumably from seasonal offerings of commodity bills, 
and declined to $4.84, compared with $4.86 at the high 
point reached in May. Since the reduction in the bank 
rate on August 6, the Bank of England has reported 
steady withdrawals of small amounts of gold for export, 
chiefly for India and the Straits Settlements, notwith
standing which the bank’s gold on September 24 
remained nearly £5,000,000 in excess of that held when 
gold payments were resumed.
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Following spectacular advances in recent months to 
new high levels, both Danish and Norwegian exchanges 
reacted somewhat in September. Italian lire, on the 
other hand, rose above 4 cents upon the announcement 
of official measures taken to control exchanges. French 
and Belgian francs, together with other European cur
rencies, showed little change.

Among South American exchanges Brazilian rates 
advanced further to new high levels since March 1921, 
and Argentine pesos were strong at close to par. The 
accompanying diagram shows by months recent ten
dencies in leading exchange rates.

_ A  IMPORTS

COMPUTED \ /\ • JL___ -------------TREND

'  EXPORTS

n / S /

> ___
1922. 1 9 2 3 1924 1925

Depreciation of Foreign Exchange Rates from Par Value.
(Latest figures, September.)

Foreign Trade
Both exports and imports of merchandise increased 

substantially in August, due in the case of exports 
largely to seasonal increase in grain and raw cotton 
shipments. A t $383,000,000 exports were also 16 per 
cent larger than a year ago, while imports aggregating 
$375,000,000 were nearly 50 per cent larger, and have 
been equaled in only two months since 1920.

Figures on grain and cotton shipments in August 
showed dollar amounts about the same as last year. In 
the case of wheat and wheat flour, bushel figures showed 
a falling off of 44 per cent from last year, owing to the 
shorter crop, but this was partly offset in the dollar 
figures by the higher prices this year. For cotton, the 
reverse was true, as larger quantity figures this year 
were offset by lower prices than prevailed a year ago.

Fluctuations in this bank’s index of exports, together 
with changes in a similar index for imports, are shown 
in the following diagram in percentages of the com
puted trend of past years, after allowance for seasonal 
variation and price changes. During recent years ex
ports have tended to run rather consistently below the 
computed trend. Imports, on the other hand, have 
tended to run above, particularly during the past year, 
when increases apparently were due mainly to large 
imports of raw materials for manufacture such as hides, 
skins, wool, raw silk, and rubber.

Merchandise Exports and Imports of the United States in Per
centages of the Computed Trend. Seasonal Variation and 

Price Changes Allowed For. (Latest figures, August)

Public Debt Reduction After Two Wars
The Treasury final statement of the public debt at 

the end of the fiscal year, issued during the past month, 
indicates continued substantial progress during the 
past year in the reduction o f the debt.

Comparison of progress in debt reduction following 
the Civil W ar and the W orld W ar shows a rate o f pay
ment considerably faster during the past six years than 
that following the Civil W ar. From the peak of the 
interest bearing debt after the Civil W ar o f $2,381,-
530,000 reached in August 1865, repayments during 
the six succeeding years amounted to $446,833,000, so 
that by June 30, 1871, approximately 19 per cent o f the 
debt had been redeemed. Corresponding figures after 
the W orld W ar indicated the high point o f debt to have 
been reached at $26,348,779,000 in August 1919, almost 
a year after the Armistice, whence the reduction up to 
1925 amounted to 23.3 per cent. In part the more rapid 
reduction of the W orld W ar debt reflects the application 
of proceeds from  salvage and liquidation of other assets.

The accompanying diagram gives the cumulative per-
CtNT.

IOO------------------------------- ------------------------------------------- -—
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Cumulative Percentages of the Public Debt paid off each Fiscal 

Year for Six Years following the Peak of Debt after 
the Civil War and World War.
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centage of the interest bearing public debt paid off at 
the end of each fiscal year for six years following the 
peak of the debt after the two wars. The policy of rapid 
redemption indicated at both periods is in keeping with 
the American tradition.

Production
Although the Federal Reserve Board's composite 

index of production declined in August, due chiefly to 
decreases in cotton consumption and flour milling, and 
in lumber production, output in a number of basic in
dustries showed upward tendencies, or was maintained 
at the high levels reached in previous months.

Pig iron production showed only a slight increase, but 
output of steel ingots rose 11 per cent, and unfilled orders 
of the Steel Corporation showed the smallest decrease 
since the decline began in March. During September 
steel buying continued more active, due in large part 
to railroad orders, and several additional furnaces were 
put in blast.

A  sharp decrease of 133,000 cars in the production of 
passenger automobiles in August was due almost entirely 
to temporary production difficulties encountered by one 
o f the leading manufacturers. Other companies main
tained heavy production schedules, and the output of 
trucks was 30 per cent above a year ago. High pro
duction in September also was indicated by a rise in 
Detroit employment figures to a new high level for 
the year.

Production of bituminous coal in August and early 
September reached the highest levels since January, 
though remaining somewhat below estimated-normal as 
measured by the trend of past years. Anthracite pro
duction was exceptionally heavy in August in anticipa-

(Computed trend of past years =100 per cent)

1924 1925

Aug. June July Aug.

Producers' Goods
Pig iron..................................................... 58 84 83 81
Steel ingots............................................... 74 94 89 98
Bituminous coal....................................... 74 88 92 96
Copper, U. S. mines.................................
Tin deliveries............................................

100
84

102
99

105r
96

101
110

Zinc............................................................ 97 98 102 107
Petroleum................................................. 126 129 126
Gas and fuel oil........................................ 97 114 117
Cotton consumption................................ 63 84 83 '78
Woolen mill activity*..............................
Cement......................................................

74
126

81
128

77
132

83j>
131

Lumber...................................................... 94 110 116
Leather, sole.............................................
Silk consumption*....................................

72
93

76
118

82
130

'79
130

Consumers' Goods
Cattle slaughtered.................................... 103 99 122 105
Calves slaughtered................................... 103 105 114 114
Sheep slaughtered..................................... 96 101 103 93
Hogs slaughtered...................................... 126 101 91 99
Sugar meltings, U. S ports..................... 104 98 103 99
Wheat flour............................................... 101 99 107 86
Cigars........................................................ 100 103 105 100
Cigarettes.................................................. 78 85 79 74
Tobacco, manufactured........................... 97 109 111 101
Gasoline.................................................... 115 135 137
Tires.......................................................... 100 128 145
Newsprint................................................. 104 113 111 ios
Paper, total............................................... 87 87 83 SI
Boots and shoes........................................ 92 92 105 99p
Anthracite coal......................................... 86 93 104 108p
Automobile, all......................................... 110 136 158r 95
Automobile, passenger............................. 118 148 169 96
Automobile, truck.................................... 78 87 lllr 90

*=SeasonaI variation not allowed for. p =  Preliminary. r= Revised.

tion of the strike, which resulted in a complete suspension 
of operations after August 31.

In the textile industries, the further decline in cotton 
consumption carried the index to 78 per cent o f esti
mated normal, the lowest since September last year. 
Woolen mill activity, on the other hand, turned upward, 
and activity in the silk industry continued exceptionally 
high. Among other industries cement production 
reached a new high level, and the output of copper held 
close to estimated normal. In the case of lumber, the 
decrease in production followed several months of 
unusually high output. The foregoing table gives this 
bank's indexes of production in percentages of the 
computed trend, after allowance for seasonal variation.

Steel Production and Unfilled Orders
During the past few years the tendency of merchants 

to confine orders to near deliveries has been frequently 
commented upon. The accompanying diagram, com
paring steel ingot production for the country and un
filled orders of the Steel Corporation in percentages of 
the 1913 average, reflects this tendency in the steel in
dustry. Whereas unfilled orders in 1920 rose to an un
usually high point as compared with production, the 
reverse has been true in recent years. A t the end of 
August unfilled orders were near the lowest point for 
recent years and nearly 50 per cent below 1913, not
withstanding an increase of approximately 36 per cent 
in production over 1913 levels. In part, this low ratio 
of orders to production reflects prompter deliveries, 
aided by greater transportation efficiency.

Wft CENT.

Unfilled Orders o f the Steel Corporation and Production of Steel 
Ingots by Months, in Percentages of the 1913 Average.

(Latest figures, August)

Indexes of Business Activity
Distribution of goods and general business activity, as 

measured by this bank’s indexes, increased in August. 
The index of bank debits for this district outside of 
New York City reached a new high point for the year, 
and that for New York City alone was the highest since 
May.

Railway traffic in manufactured products continued 
to show gains over all previous years, and loadings of
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all other commodities combined remained above esti
mated normal, notwithstanding a substantial decline in 
grain shipments from the high levels of last year. For
eign trade was also larger than in recent months, and 
active distribution of goods at retail was indicated by 
an increase in department store sales above the com
puted trend, and gains o f 17 and 20 per cent over a 
year ago in chain store and mail order sales.

Building operations advanced further to exceptionally 
high levels, and factory employment was close to normal 
for this season.

The following table gives this bank’s indexes of busi
ness activity in percentages of the computed trend, with 
allowance for seasonal variation and, where necessary, 
for price changes.

(Computed trend of past years =100 per cent)

1924

Aug.

93
96
98
92
84

116

101100
105
105
105
92
90

104
119

100
101
111
96100
95

103
137

1925

June

103
99
9086

115
77
98

93
94 

114 112
ioo
91

111
119

105

101
118100
106 
98

119
177

July

103101
94
99

115
76
96

88
93

117
123

92

110
118

103

103

114
105
108
98
94

177

Aug.

103
104 
91

103p
122p

102
98120120
94
95

109122
107

105

121
99

98101
184

cent. Both in this district and for the rest of the 
country, the main activity continues to be in residential 
construction, though commercial building also shows 
substantial gains over last year.

Primary Distribution
Car loadings, merchandise and misc.......
Car loadings, other...................................
Wholesale trade, Second District...........
Exports......................................................
Imports......................................................
Grain exports............................................
Panama Canal traffic...............................

Distribution to Consumer
Department store sales, Second Dist....
Chain store sales.......................................
Mail order sales........................................
Life insurance paid for............................
Real estate transfers................................
Magazine advertising...............................
Newspaper advertising............................

General Business Activity
Bank debits, outside of New York City.
Bank debits, New York City..................
Bank debits, 2nd Dist. excl. New York

City........................................................
Velocity of bank deposits, outside of

New York City.....................................
Velocity of bank deposits, New York

City........................................................
Postal receipts...........................................
Electric power...........................................
Employment, N. Y. State factories........
Business failures.......................................
Building permits.......................................

p= Preliminary

Building
Contrary to the usual seasonal tendency, building 

contracts rose in August to the highest level ever 
reached, 66 per cent above the total of August last year. 
While figures for the rest of the country continued high, 
the increase was caused largely by increased activity in 
and around New York City, where up to July 1 this 
year’s building activity had been comparatively low. 
In New York City contracts were 81 per cent above 
July and 162 per cent over August last year, apparently 
reflecting in part an effort of builders to advance their 
projects as far as possible before the end of the year, 
when present wage agreements in New York City will 
expire. In some trades demands for higher wages have 
already been filed.

Despite the large increases of recent months, the total 
of contracts awarded in this district since the first of 
the year has been only slightly above last year, whereas 
for the country as a whole the increase has been 25 per

Value of Building Contracts Awarded in N ew  York State and 
Northern New Jersey and in other Reporting States.

(L atest figures, A u g u st.)

Employment and Wages
Factory employment increased slightly in August for 

the first time since last spring. While in New York 
State and for the country as a whole the increase was 
less than 1 per cent, the gains over last year amounted 
to 3 per cent and 8 per cent respectively. According 
to State Employment Office reports the upward ten
dency continued in September. The accompanying 
diagram comparing the ratio of requests for workers 
to applicants for work at these offices shows a sharp 
rise recently to the highest levels since 1923.

Increased employment within the district reflects the 
upward turn in manufacturing, seasonal requirements 
for fruit pickers and other farm labor, and increase 
in building activity. In cement and automobile estab-

Ratio of W orkers called for at State Em ploym ent Offices to 
Applicants for W ork . (L atest figure, Septem ber.)
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lishments employment has been particularly heavy for 
the season, shoe factories have been more active, and 
the steel industry, though employing fewer workers than 
in the spring, has held far above last year. In railway 
equipment plants, on the other hand, employment has 
been the smallest in three years, and the number o f 
workers in woolen and worsted mills has shown only a 
moderate increase from  June, the lowest point since 
1921.

Average weekly earnings of factory workers in August 
amounted to $28.16, a slight increase over the previous 
month and near the highest levels reached in 1920 when 
earnings were the largest ever reported. Except for a 
cut of 10 per cent in wages of woolen workers there 
continued to be little change in the general level of wage 
rates in the district.

Business Profits
Profits of 102 industrial corporations in the second 

quarter of this year were larger than in any other three- 
months period in recent years. Telephone companies 
continued to show a steady expansion of earnings, and 
railroad profits were larger than in the second quarter 
o f 1924, though slightly smaller than in the correspond
ing period of 1923.

A ll types of industrial concerns reported larger net 
earnings in the second quarter this year than last, but 
the increase was particularly marked in the case of 
automobile and accessory companies, whose profits for 
the first two quarters combined were as large as for the 
whole of last year. Other types of industrial companies 
which showed increases over a year ago for the half 
year, as well as for the second quarter, were concerns in 
the oil, food and food products, metal and mining, 
machine manufacturing, and miscellaneous groups. Due 
apparently to lower prices this year than last, profits in 
the steel industry were below those of the first half of
1924, notwithstanding the heavier production.

The following table compares profits of the various 
types of corporations in the first half of this year with 
those o f the past two years.

Crops
September crop reports for New York State gener

ally indicated an improvement over previous months. 
Yields of corn, oats, and barley apparently will be larger 
than in recent years. Total indicated crops of fruit, 
with the exception of pears, are somewhat below the 
average, but the quality is reported much better than 
last year, so that aggregate marketable supplies are 
expected to compare favorably with previous years.

For the United States, the September report indicated 
a reduction since the August report of 65,000,000 bushels 
in the probable yield o f corn, due to drought, but an 
increase of 21,000,000 bushels in the prospective output 
of spring wheat. While the total wheat crop of the 
country was forecast at 173,000,000 bushels below last 
year, the world crop is expected to be larger, due to 
larger crops in Canada and Europe.

In the case of cotton, the mid-September estimate of 
slightly over 13,900,000 bales indicates the largest crop 
since 1914. The following table compares the prospec
tive yields of leading crops for the country with the 
final yields of former years.

(In millions)

Unit

1920-1924
Average
Harvest

1924
Harvest

1925
Sept.

Forecast

Winter wheat................................ Bushel 592 590 416
Spring wheat................................. Bushel 245 283 284
All wheat....................................... Bushel 837 873 700
Corn...............................................
Oats................................................

Bushel
Bushel

2,935
1,328

182

2,437
1,542

188

2,885
1,462

222Barley............................................. Bushel
Rye................................................. Bushel 70 63 52
Hay................................................ Ton 107 112 94
Potatoes......................................... Bushel 418 455 344
Tobacco......................................... Pound 1,331

11.0
1,241

13.6
1,247

13.9Bale

Commodity Prices
The general level of wholesale prices remained little 

changed during September, according to this bank’s 
index of 20 basic commodities, which stood at 155 per 
cent of the 1913 average on September 26, compared 
with an average o f 156 for the month of August.

Due apparently to favorable reports of foreign 
crops, September wheat at Chicago declined heavily to

(Net profits in millions of dollars)

Group

No.
of

Corpo
rations

1923 1924 1925

1st
Quar.

2nd
Quar.

3ra
Quar.

4th
Quar.

1st
Half

2nd
Half Year

1st
Quar.

2nd
Quar.

3rd
Quar.

4th
Quar.

1st
Half

2nd
Half Year

1st
Quar.

2nd
Quar.

1st
Half

Motor & Motor Accessories........ 17 38 47 30 20' 85 50 135 34 22 20 22 56 42 98 37 61 98
Oil................................................. 13 18 22 16 8 40 24 64 26 20 18 15 46 33 79 20 28 48
Steel.............................................. 14 27 47 43 46 74 89 163 46 30 18 21 76 39 115 34 34 68
Food & Food Products................ 13 12 13 12 11 25 23 48 11 13 14 12 24 26 50 11 15 26
Metal & Mining........................... 15 10 11 10 5 21 1j 36 9 9 8 9 18 17 35 12 12 24
Machine Manufacturing............. 11 4 6 5 3 10 8 18 5 5 4 4 10 8 18 5 6 11
Miscellaneous............................... 19 8 8 9 9 16 18 34 9 8 5 8 17 13 30 9 11 20
Total 7 groups............................. 102 117 154 125 102 271 227 498 140 107 87 91 247 178 425 128 167 295
Telephone..................................... 70 36 35 30 35 71 65 136 35 37 36 43 72 79 151 44 46 90
Class I RR................................. 193 185 262 277 255 447 532 979 203 188 287 309 391 596 987 204 234 438

Totpl......................................... 365 338 451 432 392 789 824 1,613 378 332 410 443 710 853 1,563 376 447 823
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$1.35 a bushel, 24 cents below the level of the middle 
of August, while corn lost 27 cents to 77% cents during 
the same period. Other noteworthy declines included a 
reaction of %  a cent in copper from the high point 
reached in the latter part of August and a decline in 
raw sugar to further new low levels since 1922.

Offsetting these decreases, however, was a rise in cattle 
prices to new high levels for the year, strength in hogs 
late in the month, and a firmer tendency in coal and pig 
iron. Cotton was particularly strong early in the month, 
but reacted to somewhat under 24 cents following the 
larger crop estimate on September 16.

ance is made for the seasonal variation, year to year 
growth, and price changes, indicated sales 2y2 per cent 
above the estimated normal. Apparel store sales 
showed a moderate increase over August 1924, and mail 
order sales throughout the country were 20 per cent 
larger than a year ago.

Compared with the increase of 10 per cent in sales, 
department store stocks of merchandise increased only 
3Y2 per cent over last year, so that the ratio of sales 
to average stock on hand during the month was nearly 
6 per cent higher in August this year than last.

W h o le s a le  T r a d e

Aggregate sales o f leading wholesale dealers in this 
district increased substantially from  July to August, due 
chiefly to large seasonal gains in sales of clothing, and 
12 out o f 15 reporting lines reported increases over 
August a year ago ranging from 1%  to 35 per cent.

Increases over last year in sales were particularly 
large in diamonds, machine tools, shoes, and m en’s cloth
ing. Sales o f silk goods continued to show a substantial 
gain, but the margin over last year was considerably 
smaller than in preceding months. Sales of cotton goods 
by commission houses, on the other hand, dropped below 
those of a year ago, business in drugs continued smaller 
than last year, and sales of groceries again fell below 
1924 after showing increases in June and July.

Stocks on hand in wholesale grocery houses fell slight
ly below a year previous for the first time this year, and 
those o f cotton goods and hardware merchants were 
likewise below last year. Stocks of shoes and jewelry 
and diamonds continued to show increases, and silk 
goods recorded an increase over the year previous for 
the first time since last fall.

Commodity

Groceries..............................
Men’s clothing.....................
Women’s dresses.................
Women’s coats and suits.. .
Cotton-Jobbers. ..................
Cotton-Commission houses.
Silk goods.............................
Shoes....................................
Drugs...................................
Hardware.............................
Machine tools......................
Stationery............................
Paper....................................
Diamonds.............................
Jewelry..................... ...........

Weighted Average.

Net Sales 
Percentage Change

Stock at end of month 
Percentage Change

Aug. 1925 
from 

July 1925
— 10.9 
+90.8 
+74.1 

+111.5 
+  1.7 
+  1.3 
+12.3 
+19.3 
— 14.4
— 5.6 —20.0
— 0.5 
+  5.9 
+13.2  
+31.7

+21.8

Aug. 1925 
from 

Aug. 1924

— 5.5 
+13.0 
+  2.3 
+  1.5 
+  2.9
— 4.2 +10.2 
+13.9  
— 14.3 
+  2.9 
+30.0  + 8.2 
+  7.2 
+35.4  + 6.0
+  3.2

Aug. 1925 
from 

July 1925
+  3 .7 —  0 .4

— 19.0

+  3! 2* 
—  9 .4

— 15.4

+  8 .4 *  
+ 2 4 .5

+  1 .8 — 12.8

\ +  2 .6 j- +  2 .2

Aug. 1925 
from 

Aug. 1924

New York...................................
Buffalo........................................
Rochester....................................
Syracuse.....................................
Newark.......................................
Bridgeport..................................
Elsewhere...................................

Northern New York State...
Central New York State.......
Southern New York State... 
Hudson River Valley District
Capital District.....................
Westchester District..............

All department stores................

Apparel stores............................
Mail order houses......................

Net
Percentage Change 

August 1925 
from 

August 1924

+10.8
-  1.9 
-1 6 .7-  6.0 +11.1 
-1 1 .3  
+  5.2 — 8.0 
+  5.9 + 0.1 
+22.4  
+  5.9 
+  3.0

+  9.8

+  4.5 
+20.4

Stock on Hand 
Percentage Change 
August 31, 1925 

from 
August 31, 1924

+  3.7
-  3.1 - 6 0
-  0.4 
+  1.7 
+  4.7 
+  4.0

+  3.5

+ 0.5

Sporting goods and books and stationery continued to 
show the largest increases in sales. Furniture sales were 
also substantially larger this year than last, and consid
erably increased business was reported in home fur
nishings, women’s apparel, men’s furnishings, yard 
goods, hosiery, and shoes. In the case of luggage and 
leather goods, sales, while larger than last year, showed 
much smaller gains than have appeared in recent 
months.

The average amount of individual sales transactions 
was $2.62, compared with $2.44 a year previous, an 
increase of more than 7 per cent.

*Stock at first of month—quantity not value

D e p a r tm e n t  S to re  T r a d e

Sales of 75 leading department stores in this district 
averaged 10 per cent larger in August than a year pre
vious, the largest increase since last September. This 
bank’s index of department store trade, in which allow-

Net Sales 
Percentage Change 

August 1925 
from 

August 1924

Stock on Hand 
Percentage Change 

August 31, 1925 
from 

August 31, 1924

Toys and sporting goods........................ +41.0 +  0.9
Books and stationery............................. +19.7 +  2.1
Men’s furnishings................................... +19.6 — 2.3

+18.5 +  6.2
Women’s and Misses’ ready-to-wear. . . +16.7 +  3.0
Linens and handkerchiefs....................... +16.7 +  2.2

+16.5 +  2.3
Silks and velvets..................................... +13.2 — 0.6
Silverware and jewelry........................... +13.2 — 5.1
Toilet articles and drugs........................ +13.1 +11.6
Home furnishings.................................... +12.6 — 3.2
Hosiery..................................................... +12.0 +14.6

+11.6 +  6.8
Musical instruments and radio.............. +  9.1 — 1.5
Women’s ready-to-wear accessories. . . . +  6.0 — 0.7
Luggage and other leather goods.......... +  5.5 +  4.8
Men’s and Boys’ wear............................ +  5.1 +  7.9

+  4.4 +  11.4
— 1.7

i
— 2.8
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York November 1, 1925

Business Conditions in the United States
P RODUCTION in basic industries and factory em

ployment increased in September. Distribution 
of commodities, both at wholesale and at retail, 

continued in large volume, and the level of prices re
mained practically unchanged.

P r o d u c t io n

The Federal Reserve Board's index of production ad
vanced 2 per cent in September, notwithstanding the 
suspension of anthracite mining. The volume of output 
increased considerably in the iron and steel, bituminous 
coal, and textile industries, while the decreases which oc
curred in some other industries were relatively small. 
Automobile production was larger than in August, but 
continued to reflect the effects of curtailment incidental 
to changes in models. Number of employees on factory 
payrolls in September was larger than in August in 
nearly all reporting industries. Building contracts 
awarded during September did not equal the record 
level of August, but continued large as compared with 
earlier months. Total contracts awarded during the first 
nine months of this year were nearly as large as for 
the entire year 1924.

Crop conditions, as reported by the Department of 
Agriculture, showed considerable improvement in Sep
tember, and the indicated yields of cotton, corn, oats, 
barley, and hay were larger than a month earlier, while

PERCENT.

Index of 22 Basic Commodities Corrected for Seasonal Variation.
(1919 =  100 Per cent. Latest figure, September.)

forecasts of wheat and tobacco production were slightly 
smaller. Marketing of crops increased further in Sep
tember, but was smaller than last year.

T r a d e

Wholesale trade was 9 per cent larger in September 
than in August, and sales in all lines except dry goods 
wTere larger than a year ago. Sales of department store 
and mail order houses showed considerably more than 
the usual increase in September and were larger than a 
year ago. Stocks of merchandise at department stores 
also increased in September more than usual and at the 
end of the month were 4 per cent greater than a year ago. 
Wholesale firms in all leading lines except groceries 
reported smaller stocks on September 30 than a month 
earlier.

Total and merchandise freight car loadings in Sep
tember were larger than during the same month of any 
previous year. Coal shipments were smaller than in 
August, owing to the anthracite strike, and shipments of 
coal and of grain products were smaller than in Septem
ber of last year.

P r ic e s

The level of wholesale prices, as measured by the 
index of the Bureau of Labor Statistics, declined slightly 
in September. Among groups of commodities grains, 
woolen goods, and furniture showed price declines, while 
prices of coal and building materials advanced. In the 
first half of October prices of grains, wool, and rubber in-

PER CENT.
r

)

WHOLESALE
PRICES

1913«100

if---------------------  ■

1922 1923 19£4 1925
Index of U. S. Bureau of Labor Statistics (1913 =  100 Per cent,

base) adopted by Bureau. (Latest figure, September.)

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

November 1, 1925



MONTHLY REVIEW, NOVEMBER 1. 1925
Bll .IONS OF DOLLARS

Member Bank Credit 
Weekly Figures for Member Banks in 101 Leading Cities. 

(Latest Figures, October 14.)

creased, while prices of sheep, hogs, sugar, and cotton 
declined.

B a n k  C r e d it

A t member banks in leading cities the volume of loans, 
both for commercial purposes and on securities, increased 
further between September 16 and October 14, and at 
the middle of October total loans of these banks were 
nearly $650,000,000 larger than at the end of July. Since 
July demand deposits of these banks increased by about 
$360,000,000, but were below the level of the beginning 
of the year, while the volume of their borrowings at the 
Reserve Banks increased by about $200,000,000 to the 
highest point of the year.

Total volume of Reserve Bank credit outstanding was 
larger in October than at any other time during 1925, 
reflecting increases during the two preceding months 
both in discounts for member banks and in acceptances 
bought in open market. This growth has been due pri
marily to the seasonal increase during the period of about 
$100,000,000 in currency in circulation and there has 
also been a considerable increase in member bank reserve 
balances, accompanying a growth in their deposits.

In October the rates on prime commercial paper were 
firmer and the renewal rate on call loans averaged higher 
than in September.

Banking Conditions in the Second District
In keeping with the tendencies elsewhere, the volume 

of loans and investments of reporting member banks in 
this district increased moderately during the four weeks 
ended October 14, with the difference, however, that in 
this district the total still remains slightly smaller than 
at the beginning of the year, whereas for the rest of the 
country the totals are much above the January levels. 
The principal change during the month was in com
mercial loans, which increased by October 14 to 
$2,713,000,000 and were $229,000,000 or 9 per cent above 
the July low point of the year. Member bank investments 
in securities held at about the same levels as a month 
previous, while loans secured by stocks and bonds, which

Reserve Bank Credit: Weekly Figures for 12 Federal Reserve 
Banks. (Latest figures, October 21.)

in other districts have been advancing rapidly, were 
likewise little changed and close to the levels prevailing 
since the beginning of the year.

The following table, comparing the changes in loans 
and investments of reporting member banks in this dis
trict and in principal cities of other districts since June 
and the first of the year, reflects the greater stability 
shown by the figures for this district and indicates that 
recent increases in member bank credit have taken place 
largely in banks located in other centers.

(In millions of dollars)

Oct. 14, 1925
Since 

June 24
Since 
Jan. 7

Second District
Commercial loans............................... 2,713 +  210 — 7
Loans on stocks and bonds............... 2,258 — 26- +  43
Investments........................................ 2,185 — 38 — 96
Total loans and investments............ 7,156 +  146 — 60

Other Reporting Centers
Commercial loans............................... 5,960 +  292 +  272
Loans on stocks and bonds............... 2,934 +  184 +  451
Investments........................................ 3,277 — 5 +  3
Total loans and investments............. 12,171 +  471 +  726

A t the Federal Reserve Bank of New York the volume 
of discounts for member banks continued at compara
tively high levels during the latter part of September 
and early part of October, reflecting in part withdrawals 
of currency from the Reserve Bank amounting since A u 
gust to about $50,000,000 more than receipts. Discounts 
later declined considerably, accompanying gold imports 
and a gain of funds by this district in the inter-district 
settlements.

Money Market
Increased demands for funds for commercial purposes, 

with a considerable increase in currency requirements, 
together with continued activity in the security markets, 
were accompanied by firmer money conditions during 
the first part of October. Later in the month, gold im
ports and an inflow of funds from the interior caused 
slightly easier conditions.

As New York banks generally remained out of the 
commercial paper market dealers relied chiefly on in-
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terior banks for sales, and rates on prime names, aver
aging 414 *4 14  per cent, were slightly higher than in 
September. Supplies of paper continued unusually 
small, and the volume outstanding through 26 reporting 
dealers at the close of September was 2 per cent lower 
than in August and at the lowest point since Janu
ary 1922.

In the bill market the number of bills was increased 
by the usual seasonal creation of bills to finance crop 
movements. Despite substantial sales to the Reserve 
Bank, dealers’ portfolios rose gradually until after the 
15th of the month, ŵ hen they held about steady as the 
demand for bills increased. The open market offering 
rate on 90 day bills remained unchanged at 3y2 per 
cent. Yields on short term Government issues advanced 
between %  and 1/4 of one per cent, reflecting firmer 
money conditions during the early part of the month.

Stock Exchange time money rates were about !/4 of 
one per cent higher than at the end of September. 
Call money was also distinctly firmer during the first 
part of the month, as shown by a rise in the average 
renewal rate above 5 per cent.

The accompanying diagram compares certain money 
rates in New York and London and indicates that dur
ing the summer and early fall rates in the two centers 
were moving in opposite directions. Rates were rising 
in New York but declining in London. More recently 
following a considerable shipment of gold to this country, 
London rates have stiffened by about y2 of one per cent, 
while the New York rates have shown comparatively 
little change.

4 % ’s declined to new low points for the year French 
securities were lower, but other foreign issues generally 
firm, following the Locarno conference.

The volume of new security offerings declined in Octo
ber, due chiefly to a decline in large municipal and for
eign issues. Domestic corporate financing, on the other 
hand, continued active and, as in past months, included 
numerous stock issues. The growth of the stock method of 
financing during the past 9 months is shown in the fol
lowing table, which indicates also that the proportion of 
such issues to total financing is still considerably below 
the high levels reached in 1919 and 1920.

1919 1920 1921 1922 1923 1924 1925

Percentage of stock issues to
56.0 44.6 17.7 25.8 23.6 27.4 29.1

Percentage of bond and note 
issues to total..................... 44.0 55.4 82.3 74.2 76.4 72.6 70.9

100.0 100.0 100.0 100.0 100.0 100.0 100.0

For the first nine months of the year, total new secur
ity issues of all types, exclusive of refunding loans, have 
reached a new high level of approximately 4i/2 billions, 
compared with 4 billions in the corresponding period of 
last year. The extent to which corporate financing, par
ticularly of public utilities and of land and building pro
jects, has contributed to this expansion is indicated in 
the following diagram based on tables appearing in the 
Commercial and Financial Chronicle.

l \959

2,411
2,100

LAND-BLDG5-ETC 1£41_ 
RAILROADS

1,895 1,919

1351

507

333

995

Security Markets
Renewed rise of prices in October with heavy trading 

carried averages of industrial stocks 35 points above 
the low of March, and 30 points above the high of pre
vious years, reached in 1919. Railroad stocks were also 
strong and reached new high levels since 1917. Reflect
ing these advances, a computation on October 22 indi
cated the average yield on 69 active dividend paying 
stocks of both classes to be approximately 5 per cent.

Corporation bonds showed little net change for the 
month. In United States Government securities, how
ever, the tax exempt 3^2’s and the Liberty 2nd and 3rd

M A N U F A C T U R E  y n  M g
MINING- &  ril5C'L- W f f l  ■

PUBLIC UTILITIES j  |  |  j  j  j

1919 19 £0 1921 1922 1923 1924 1925
New Capitial Issues During the First Nine Months of Seven Years 

by Types of Companies. (Refunding Issues Excluded.)
In millions of dollars.

Foreign Exchange
Accompanying seasonal offerings of commercial bills 

and easier money conditions in London, sterling ex
change declined further during the first weeks of Oc
tober to $4.83%, the lowest point since the resumption 
of gold payments. Later in the month, following gold 
shipments and somewhat firmer money in London, the 
exchange rate recovered to above $4.84%.

French exchange declined sharply to nearly 4 cents 
on October 24, and then recovered to 4*4 cents. Belgian 
francs advanced slightly to above 4i/2 cents and were 
thus quoted substantially above French exchange. Of 
other European exchanges, lire showed reactionary ten
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dencies, while Danish and Norwegian rates were again 
strong at close to their recent high levels.

Argentine exchange showed a further gain, and Bra
zilian milreis rose above 15 cents for the first time since
1921. Reflecting seasonal grain exports, the premium 
on Canadian dollars was further increased and as a con
sequence there were substantial gold shipments from 
New York, together with some movement from London.

Gold Movement
The decline in sterling exchange below the gold point 

in October was followed by gold shipments from Eng
land amounting to $32,000,000 during the first 27 days 
of the month. In addition to these shipments, $4,000,000 
was received in San Francisco from Japan and an ad
ditional $9,500,000 was reported en route to New York 
from England. While this inflow of gold is the heaviest 
for any month since May of last year, it has been offset 
in part by exports of $23,000,000, of which $22,000,000 
has gone to Canada and the remainder chiefly to the 
Straits Settlements.

For the month of September the gold movement for 
the country showed exports of $6,800,000 and imports 
of $4,100,000, which resulted in a net export balance 
of $2,700,000 for the month, and of $144,400,000 for 
the first nine months o f the year.

Foreign Trade
A  further increase in both import and export trade, 

largely seasonal, occurred in September, but while im
ports of $349,000,000 were 22 per cent larger than a 
year previous, exports amounting to $422,000,000 were 
slightly smaller, and the export balance was the smallest 
for any September in the last ten years, except 1922.

The decline in exports compared with a year ago was 
due entirely to much smaller shipments of raw food
stuffs, especially rye and wheat, resulting from  smaller 
crops in the United States and larger crops in Europe. 
Exports of manufactured products were about 14 per 
cent larger than in September 1924, and raw cotton ex
ports, which constituted nearly one-fourth of total 
exports in September, were slightly larger in quantity 
and about the same in value as a year ago.

The substantial increase in import trade over Sep
tember of last year was due chiefly to an increase of 
nearly 50 per cent in the value of raw materials re
ceived, especially silk and rubber. Imports of raw 
foodstuffs also wrere considerably larger in value than 
a year ago.

Production
Indexes of production computed by this bank gen

erally indicated an expansion of manufacturing activity 
in September.

Pig iron production showed an increase and the out
put of steel ingots rose above estimated normal for the 
first time since April. Additional evidence of increased 
buying during the month appeared in an increase of
204,000 tons in unfilled orders of the Steel Corporation, 
and October orders in most companies were generally 
reported as showing moderate increases over the Sep
tember averages.

Accompanying the stoppage of anthracite coal min
ing, production of bituminous coal increased further to
46,700,000, the highest since January, when output was 
unusually heavy. Reflection of the coal strike appeared 
also in increased activity in the production of coke for 
use as a substitute for anthracite.

Monthly Changes in Production of Basic Commodities. Production Figures are in Percentages of Computed Trend of Past Years which is taken
as a Base of 100. (Latest figures, September.)
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(Computed trend =  100 Per cent. Latest figures, September.)

In the automobile industry, figures on passenger cars, 
while increased over August, continued to reflect tem
porary production difficulties in one of the leading com
panies.. The output of other companies was excep
tionally heavy, and the production of trucks, amounting 
to 57,883 vehicles, reached a new high level, 88 per cent 
above that of September last year.

Increased activity in the textile trade was shown by

(Computed trend of past years=100 per cent)

1924 1925

Sept. July Aug. Sept.
Producers' Goods

Pis iron..................................................... 65 83 81 84
Steel ingots............................................... 87 89 98 105
Bituminous coal....................................... 88 92 96 99p

103Copper, U. S. mines................................. 99 105 lOOr
Tin deliveries............................................ 85 96 110 105
Zinc............................................................ 99 102 107 110
Petroleum.................................................. 124 126 127
Gas and fuel oil........................................ 94 117 108
Cotton consumption................................ 78 83 78 85
Woolen mill activity*.............................. 87 77 83 88p

131Cement...................................................... 124 132 131
Lumber...................................................... 100 116 103 105 p 

71Leather, sole............................................. 78 82 79
Silk consumption*.................................... 114 130 130 122

Consumers' Goods
Cattle slaughtered.................................... 104 122 105 102
Calves slaughtered................................... 112 114 114 107
Sheep slaughtered.................................... 100 103 93 94
Hogs slaughtered...................................... 127 91 99 113
Sugar meltings, U. S. ports..................... 134 103 99 110
Wheat flour............................................... 112 107 86 109p

105Cigars........................................................ 106 105 100
Cigarettes.................................................. 82 79 74 80
Tobacco, manufactured........................... 107 111 101 108
Gasoline.................................................... 116 137 137
Tires.......................................................... 131 145 125
Newsprint................................................. 110 111 108 114
Paper, total............................................... 92 83 81 85
Boots and shoes........................................ 99 106 101 105p
Anthracite coal......................................... 96 104 108 **
Automobile, all......................................... 118 158 95 126
Automobile, passenger............................. 122 169 96 117
Automobile, truck.................................... 99 111 90 163

*= Seasonal variation not allowed for. **=Strike. p = Preliminary. r= Revised.

an increase of 34,600 bales in the consumption of cotton 
to 85 per cent, of estimated normal, and a further rise 
in the index of woolen mill activity. In the case of silk 
consumption, on the other hand, the index, while con
tinuing high, showed a decline as compared with the 
August level.

Of other major lines of activity, copper output con
tinued slightly above normal, and cement mill ac
tivity remained at high levels. The accompanying table 
shows this bank's indexes of production in percentages 
of the computed trend, after allowance for seasonal 
variation.

Indexes of Business Activity

A  further increase of general business activity appears 
to be indicated by this bank's indexes for September and 
preliminary figures for October, most of which stand at 
levels close to or above estimated normal as measured 
by the trend of past years.

Bank debits outside of New York, which closely re
flect trade conditions, were 15 to 16 per cent higher in 
recent weeks than in 1924, and approximately 10 per 
cent above the trend of past years. Railway traffic con
tinues heavy, despite smaller shipments of coal and 
grain, and in merchandise and miscellaneous freight 
particularly was much above the totals of previous 
years.

Continued activity in real estate in September was 
indicated by large totals of building permits and real 
estate transfers. Department store and mail order sales 
were also at high levels, and factory labor generally well 
employed. The diagram at the top of the page and the 
following table show this bank's indexes of business 
activity expressed as percentages of the computed
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trend, with allowance for seasonal variation and, where 
necessary, for price changes.

(Computed trend of past years =100 per cent)

1924 1925

Sept. July Aug. Sept.
Primary Distribution

Car loadings, merchandise and misc...... 102 103 103 106
Car loadings, other................................... 100 101 104 96
Wholesale trade, Second District............ 105 94 91 90
Exports...................................................... 106 99 102r 95p
Imports...................................................... 106 115 114r 118p
Grain exports............................................ 86 76 83
Panama Canal traffic............................... 125 96 94

Distribution to Consumer
Department store sales, Second District 102 88 103 102
Chain store sales....................................... 95 93 98 94
Mail order sales........................................ 114 117 120 116
Life insurance paid for............................. 109 123 120 122
Real estate transfers................................ 105 120 101 112
Magazine advertising............................... 99 96 94 105
Newspaper advertising............................. 96 92 95 95

General Business Activity
Bank debits, outside of New York City. 101 110 109 110
Bank debits, New York City..................
Bank debits, 2nd Dist. excl. New York

113 118 122 122

City........................................................
Velocity of bank deposits, outside of

102 103 107 105

New York City.....................................
Velocity of bank deposits, New York

92 103 105 99

City........................................................ 104 114 121 122
Postal receipts.......................................... 100 105 99 103
Electric power........................................... 102 108 107
Employment, N. Y. State factories........ 98 98 98 ioo
Business failures....................................... 87 106r 101 97
Building permits....................................... 142 177 184 184

p=Preliminary. r— Revised.

Employment and Wages
An increase of nearly 3 per cent from August to Sep

tember in factory employment was reported by the New 
York State Department of Labor, and substantial gains 
in other localities within the district were reported by 
the Manufacturers Association of Bridgeport and the 
United States Employment Service. For the country as 
a whole factory employment gained iy 2 per cent over 
August and nearly 8 per cent over September 1924.

In New York State the gains over August were fairly 
general, but were especially noteworthy in metal pro
ducts, textiles, and house furnishing industries. In ad
dition to the usual seasonal gains in clothing, food pro
ducts, and holiday lines, important increases occurred 
also in machinery and electrical goods, while automobile 
employment continued at unusually high levels. Prac
tically the only industries failing to gain were shipbuild
ing and railway equipment, and industries which are 
past their seasonal high points.

Wage rates in the state generally remained little 
changed in September, but owing to slightly fuller work
ing time, average weekly earnings of factory workers in
creased slightly to $28.32, which was close to the highest 
level since 1920, and 123 per cent above the 1914 average.

B u ild in g

The continuation of heavy building in September was 
indicated by the reports of the F. W. Dodge Corporation, 
which showed total contracts awarded in 36 states to be 
only 7 per cent below the high level of August and 59 
per cent larger than in September 1924. Permits issued,

as tabulated by S. W. Straus and Co., also recorded large 
gains, as shown by a rise of 38 per cent over a year ago 
in the total for 369 leading cities.

While in this district September contracts were con
siderably below the high level of August, they were 
larger than in any previous September and 56 per cent 
above September last year. Outside of this district the 
volume of building was larger than ever before, and in 
three important districts, New England, Pittsburgh, and 
the Central West, was larger for the nine months since 
January than for the entire year 1924. Both in this dis
trict and for the country as a whole the percentage of 
residential construction continued high and close to the 
level of last year.

Reflecting heavy building, prices of building materials, 
according to the Department of Labor index, advanced 
2.4 per cent between July and September, and were 
slightly higher than last year, though much below the 
high levels of 1920 and 1923. Basic building wage rates 
continued comparatively steady at the high levels of 
recent months.

Apartment Rents
Reports from representative apartment house owners 

and agents in the New York Metropolitan area indicate 
a decrease of about 2 per cent from last year in rents of 
apartments which rented in 1920 for over $15 monthly 
per room and a reduction of about 1 per cent in rents of 
lower priced apartments. In addition to this slight down
ward tendency in quoted rents, the offering of concessions 
to prospective tenants is reported to be frequent, especi
ally in the higher priced apartments.

Compared with 1914 levels, present rental rates for the 
cheaper apartments have advanced about 90 per cent, 
and are now only slightly below the highest point. Rents 
of medium priced apartments (renting in 1920 for from 
$15 to $30 per room monthly) are approximately 60 per 
cent higher than in 1914 but are 9 per cent lower than 
the maximum of 1921. The accompanying diagram com
pares the movement of the two rent indexes with this 
bank’s index of the cost of construction, including both 
building materials and building wages.

PER CENT.

Rents of Apartments in New York City compared with Changes 
in the Cost of Building Construction. Apartment A is the 

Typical Apartment renting for less than $15 per room in 
1920. Apartment B is the Typical Apartment rent

ing for between $15 and $30 per room in 1920.
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Further indication of a large supply of medium and 
high priced apartments, resulting from extensive new 
building operations, appears in the larger volume of 
advertising of vacant apartments during the fall renting 
season of 1925 than in past years. The accompanying 
diagram compares the number of columns of apartment 
house advertising in the Sunday edition of a leading New 
York newspaper during the renting seasons of the past 
four years.

N U M B E R  OF 
COLUMNS

f  \ l 325

/  1 9 2 4

/  /  \

/  / l 9 2 3  \

/ / /

A U G U S T S E P T E M B E R - O C T O B E R

Columns of “Apartments for Rent” Advertising in the Sunday 
edition of a New York Newspaper during the Renting 

Seasons of 1922, 1923, 1924 and 1925.

The demand for mortgage loans, though somewhat 
diminished in the past year, continues large and the 
supply of funds for high grade mortgages is reported to 
be ample. Rates, which are about the same as those pre
vailing a year ago, are reported to be 5 to 6 per cent, 
depending upon location and character of the property. 
Lenders report that they are making loans rather freely 
for the smaller type of residences but are proceeding 
cautiously with loans on high priced apartments and 
office buildings.

Commodity Prices
A  slight decline in the Department of Labor’s 

wholesale price average for September was followed by 
further declines in October in this bank’s price index of 
20 basic commodities to the lowest point since May. This 
decrease was due chiefly to lower prices for agricultural 
products, as non-agricultural products in many cases 
tended to be firmer. Spot cotton declined sharply to 
201/4 cents, the lowest since May 1922, due to prospects 
for a large crop. Corn and meats were also reactionary, 
and raw sugar weakened further to the lowest levels since
1922. Partly offsetting these decreases were increases in 
prices of iron and steel, rubber, copper, coal, and coke.

Recent moderate declines in general wholesale prices, 
in the face of high and apparently increasing business 
activity, are some indication of the country’s large pro
ductive capacity and the marked unwillingness of pur
chasers to enter into any competitive bidding up of 
prices. The accompanying diagram, comparing this

bank’s index of 20 basic commodities and also an index 
of unskilled labor wages in this district, indicates the 
maintenance of a fair degree of stability during the 
past few years in these basic elements entering into 
costs of manufacture. This stability is in contrast with 
the sharp advances which have occurred in stock prices, 
and the active speculation in real estate in many sec
tions.

Prices of 20 Basic Commodities and Wages of Unskilled Labor 
in the Second District Compared with Prices of 50 Stocks 

in Percentages of the 1923 Average.

Crops
Crop conditions in New York State continued gene

rally satisfactory during September and compared fa 
vorably with the ten year average. While the forecasts 
for potatoes and beans were much smaller than the final 
yields last year, fruit crops, except grapes, were reported 
good in most localities, hay has been abundant, and corn 
and oats were expected to be larger than last year.

For the country as a whole crop conditions improved 
during the month, but remained slightly below the ten 
year average. Of the principal crops, the estimate for 
corn was increased 33 million bushels to nearly 500 mil
lion bushels above the 1924 harvest. Spring wheat, on the 
other hand, showed little change either from August or 
from the 1924 final crop, but, owing to deficiency of win
ter wheat, the total crop of 697 million bushels promises 
to be the smallest in 8 years.

In the case of cotton, estimates were further increased 
to 15,226,000 bales, which would be the largest crop since
1914.

Wholesale Trade
Wholesale trade in this district, measured by 

a weighted index of the sales of 200 principal dealers, 
showed a seasonal increase from August to September, 
but was 6 per cent smaller than a year ago, due to sub
stantially smaller sales of women’s apparel and drugs, 
and to slight declines in groceries, jewelry, and dia
monds.

Sales of machine tools, which reflect industrial activ
ity, showed a large gain over last year. Commission 
house sales of cotton goods were also much heavier than
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a year ago, while substantial gains occurred also in sales 
of silk goods, stationery, paper, and hardware.

Stocks of shoes continued substantially larger than a 
year ago, and silk goods stocks also showed a consider
able increase, after showing decreases during the early 
months of the year. Jobbers’ stocks of cotton goods and 
hardware, on the other hand, continued smaller than a 
year ago, and stocks of jewelry and diamonds were also 
below those of last year.

Commodity

Groceries..............................
Men’s clothing.....................
Women’s dresses.................
Women’s coats and suits. . .
Cotton-Jobbers....................
Cotton-Commission houses.
Silk goods.............................
Shoes.....................................
Drugs...................................
Hardware.............................
Machine tools......................
Stationery............................
Paper....................................
Diamonds.............................
Jewelry.................................

Weighted Average.

Net Sales 
Percentage Change

Sept. 1925 
from 

Aug. 1925

+18.4
— 7.2
— 5.9 —12.1 
+18.0  
+31.4  
+  5.7 
+  6.3 
+17.7  
+19.0  
+27.5  +12.6 
+  9.1 
+  5.1 
+21.7

+  6.2 — 5.

Sept. 1925 
from 

Sept. 1924

— 0 —20 
—34 
+  4 
+19 
+ 6 + 1 
— 13 
+  7 
+80 
+  9 
+  7
— 3
— 3

Stock at end of month 
Percentage Change

Sept. 1925 
from 

Aug. 1925

+14.2

— 1.0
+  7.1* —11.0

5.2

- — 1.2

Sept. 1925 
from 

Sept. 1924

+ 1.8

— 12.9
+21.1*
+34.6

-13.1

■ — 4.0

New York....................................
Buffalo..........................................
Rochester.....................................
Syracuse.....................................
Newark.........................................
Bridgeport..................................
Elsewhere...................................

Northern New York State.. .
Central New York State........
Southern New York State. .. 
Hudson River Valley District
Capital District.....................
Westchester District..............

All department stores................

Apparel stores............................
Mail order houses......................

Net Sales 
Percentage Change 

September 1925 
from 

September 1924

+  2.3 + 1.2 
+11.5  + 0.8 — 1.1 
+  4.2 
+  1.5 — 6.2
— 3.3
— 3.3 
+  6.5 + 6.0 
+  5.9

+ 2.1
— 3.8 + 6.2

Stock on Hand 
Percentage Change 
September 30, 1925 

from
September 30, 1924

+  3.8 
+  3.0 +12.0 
+  1.4 + 2.0 + 2.2 
+  4.0

+  3.7

+11.0

Comparison of sales by departments showed large 
sales of articles more or less of luxury character, such 
as toys and sporting goods, toilet articles and drugs, 
silks and velvets, books and stationery, and luggage and 
leather goods. Sales of furniture and cotton goods, es
pecially sheets, pillow cases, etc., also showed substantial 
gains, while sales of woolens dropped behind last year, 
and business in m en’s and women’s clothing was also 
generally slow.

The average amount of the individual sales transac
tion in September was $3.01, compared with $3.02 a 
year previous.

♦Stock at first of month—quantity not value

Department Store Trade
Reports from 72 leading department stores in this 

district showed the usual seasonal increase in sales from 
August to September, and a gain of 2 per cent over the 
unusually large sales in September last year. For the 
fourth consecutive month more stores reported increases 
than decreases in sales compared with a year previous. 
In the case of apparel stores, however, sales were 4 per 
cent smaller than a year ago.

Department store stocks of merchandise on hand at 
the end of the month were nearly 4 per cent larger than 
last year, a slightly greater increase than occurred in 
sales, so that the rate of stock turnover was somewhat 
smaller than in September last year. For the year to 
date, however, the rate of turnover has been almost 
identical with that of the corresponding period last year.

Net Sales 
Percentage Change 

September 1925 
from 

September 1924

Stock on Hand 
Percentage Change 

Sept. 30, 1925 
from 

Sept. 30, 1924

Toys and sporting goods........................ +19.8  
+14.1 
+13.7  
+12.0  
+  9.0 
+  7.5

— 1.2
Toilet articles and drugs........................ +11.0  

+19.6  
— 5.3Silks and velvets.....................................

Books and stationery.............................. +  8.5 
+13.8  
+  7.1

Hosiery.....................................................
Luggage and other leather goods.......... +  7.4

+  7.3 +  7.6
Linens and handkerchiefs....................... +  6.8 

+  6.7
+  7.7
+10.3

Men’s furnishings................................... +  6.7 — 2.0
Home furnishings.................................... +  4.5 +  1.3
Musical instruments and radio.............. +  2.8 — 5.8
Silverware and jewelry........................... +  1.5 — 2.8
Women’s ready-to-wear accessories. . . . 
Women’s and Misses’ ready-to-wear. . . 
Men’s and Boys’ wear............................

— 1.7
— 1.8
— 8.6

— 2.4
— 9.8 
+  8.7

Woolen goods........................................... — 18.0 — 2.0
Miscellaneous.......................................... — 0.8 — 5.6

Chain Store Sales
A ll types of chain stores continued in September to 

report larger sales than a year ago, and in most cases 
the comparisons with the sales of a year previous were 
much more favorable than those reported at this time last 
year. Sales per store, however, were smaller than a year 
ago in four out of seven lines.

The outstanding gain in September was in chain drug 
stores, where total sales showed the largest increase over 
a year previous in a long period. Ten cent store 
systems, variety stores, and tobacco chains showed 
increases of about the usual amount, but the gains in 
grocery, shoe, and candy sales were smaller than those 
reported in the three months preceding.

Percentage comparisons of the number of stores oper
ated, total sales, and sales per store with those of a year 
ago are shown in the following table.

Percentage Change 
September 1925 from September 1924

Type of Store Number of 
Stores

Total
Sales

Sales per 
Store

Variety.................................................... +14.7  
+  4.0

[-21.6 +  6.0 
+13.2  
— 6.1

-17.7
Grocery................................................... +23.2 -15.7
Ten Cent................................................ +  6.1 

+  9.4
-12.9 +  6.4
- 7.8 — 1.5

Tobacco................................................... +10.8
+20.4

- 3.7 — 6.4
Shoe......................................................... - 3.5 — 14.0

Total.................................................... +19.9 4-14.2 — 4.7
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York December 1, 1925

Business Conditions in the United States
I NDUSTRIAL activity and the volume of wholesale 

and retail trade increased in October. Wholesale 
prices declined somewhat to the level prevailing at 

mid-year.
P ro duction

The Federal Reserve B oard ’s index of production in 
basic industries, which makes allowance for seasonal 
changes, rose by about 4 per cent in October, reflecting 
increases in the output of most of the 22 commodities 
included in the index. Particularly large increases in 
activity were shown for the iron and steel and textile 
industries, and the output of bituminous coal and of 
lumber was in large volume. Production of automobiles 
in October was the largest on record. Payrolls at fac
tories, including industries not covered by the produc
tion index, increased in October to the highest level since 
early in 1924. The value of building contracts awarded 
declined further in October, but the total was consid
erably larger than in the corresponding month of any 
other year.

Estimates by the Department o f Agriculture in No
vember indicate a corn crop of 3,013,000,000 bushels and 
a cotton crop of 15,298,000 bales, compared with
2,437,000,000 bushels and 13,628,000 bales in 1924. 
Marketing of crops was seasonally larger in October 
than in September but averaged nearly 10 per cent less 
than a year ago.

PERCENT.

Index o f 22 Basic Commodities Corrected for Seasonal Variation
(1919 =  IOO Per cent. Latest Figure, October)

T rade

Wholesale trade, according to the Federal Reserve 
Board's combined index of sales in six leading lines, 
reached a seasonal peak in October and was in larger 
volume than for any month of the past five years. Sales 
at department stores and mail order houses, owing 
partly to favorable weather conditions, showed consid
erably more than the usual increase in October and were 
the largest on record for that month. Stocks of dry
goods, shoes, and hardware at wholesale firms were 
smaller at the end of October than on September 30, 
but stocks of groceries were larger. Merchandise stocks 
at department stores showed slightly more than the 
usual increase in October, and were somewhat larger 
than at the end of October a year ago.

Freight car loadings reached a seasonal peak in Octo
ber and totaled more than in any previous month, not
withstanding reduced shipments of anthracite and of 
grains and grain products.

P rices

The Bureau of Labor Statistics index of wholesale 
prices, after remaining relatively constant for three 
months, declined from 160 in September to 158 in Octo
ber, reflecting declines in the prices of agricultural 
products, particularly grains, livestock, meats, cotton, 
and sugar. Since November 1 prices of grains, wool, 
sugar, pig iron, and rubber have increased.

PERCENT.

Index of U. S. Bureau of Labor Statistics (1913 =  100 Per Cent,
base adopted by Bureau. Latest Flgur», October)
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PER CENT.

1 9 2 2  1 9 2 3  1 9 5 4  1 9 2 5
Indexes of Factory Employment and Factory Payrolls 

Manufacturing Industries 
(1919 averages =  100 Per cent. Latest Figures, October)

0TUJON3 or  DOLLARS

in

B a n k  C r e d it

Between the middle of October and the middle of 
November, loans for commercial and industrial purposes 
at member banks in leading cities continued in a volume 
about $450,000,000 larger than at mid-summer. Loans 
on securities increased further and total loans on No
vember 11 were about $1,000,000,000 larger than at the 
opening of the year. Demand deposits increased fur
ther during October and early November to a level near 
the high point of last January.

A t the Eeserve Banks total bills and securities in 
November were in the largest volume for the year and 
about $200,000,000 larger than a year ago. Member 
bank borrowings declined somewhat from the high point 
reached early in October, while acceptance holdings con- 
tinued to increase and on November 18 were larger than 
at any previous time for the year. The growth in Ee
serve Bank credit since mid-summer was chiefly in 
response to the seasonal increase of money in circulation, 
whicii on November 1 was about $180,000,000 larger 
than on August 1.

During the latter part of October and early part of 
November open market rates for commercial paper and 
bankers acceptances remained substantially unchanged 
at the levels reached during the early autumn. Discount 
rates at the Federal Reserve Banks of Boston, Cleveland, 
Philadelphia, and San Francisco were advanced from 
3y2 to 4 per cent during November.

Money Market
Although there was little change in the general level 

of rates, slightly easier money conditions prevailed in the 
New York market after the middle of October and in 
most of November. Demand for funds, as reflected by 
commercial loans of weekly reporting banks, remained 
slightly below the seasonal high point reached in the 
middle of October, and the volume of credit employed 
in the security markets likewise decreased slightly ac
companying the reaction in prices.

The volume of member bank loans and investments in 
this district remained in November slightly below the

Member Bank Credit-—Weekly Figures for Member Banks in 
101 Leading Cities (Latest Figures, November 11)

total at the beginning of the year. Net demand deposits 
increased moderately over October levels, but total de
posits including time and Government were little changed 
at levels lower than at the beginning o f the year. The 
following table, comparing changes in total loans and 
investments and deposits o f reporting banks by districts 
since the first of the year, indicates how credit tendencies 
in this district have differed from those in other districts.

Boston...........
New York.. . 
Philadelphia. 
Cleveland. . . 
Richmond. ..
Atlanta........
Chicago........
St. Louis........
Minneapolis. . 
Kansas City. .
Dallas............
San Francisco

Total..........

Per cent Change from 
January 7 to November 18

Tota Loans and 
Investments

+  4.1

Total
Deposits

+  7.9 +  6.2
— 0.1 — 3.0
+  5.0 +  2.2
+  6.0 +  5.1
-1- 6.7 +  7.3
+17.7 + 15 .S
+  6.0 +  4.9
+  2.0 — 2.7
— 4.7 — 5.5
+  2.0 O
+  5.6 +  0.3
+12.8 +  9.6

+ l.g

Member bank reserves in this district were generally 
maintained during November without additional bor
rowing at the Reserve Bank until late in the month when 
currency withdrawals within the district coincided with
loss of funds to the interior and the withdrawal of gold 
for export to Canada. These requirements for funds led 
to some increase in rediscounts at the Reserve Bank.

Reflecting fairly ample supplies of funds during the 
greater part of the period, call loans, after touching 5 per 
cent on the first two days held generally stable around
41/2 to 4%  per cent until late in the month when the 
rate went to 5 and 5V2 per cent. Commercial paper was 
also slightly easier in tone, though quoted rates remained 
little changed at 4*4 to 4y2 per cent. A t these levels, 
however, dealers continued to find it difficult to com
pete with banks, and supplies of paper continued small 
as in October when the outstandings of 26 dealers 
reached a new low point since 1921.
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In the bill market, on the other hand, supplies o f bills 
were considerably increased due both to seasonal increase 
in the amount outstanding and to bank selling late in 
the month, so that dealers’ portfolios rose to the highest 
levels of the year, and bid and offer rates held firm at 
3%  and 3%  for 90-day bills. Time loans on stock mar
ket collateral w7ere steady during the month at 4%  to 
5 per cent.

Loans largely for Commercial Purposes of 723 Weekly Reporting 
Member Banks in all Districts and Outstanding Com

mercial Paper of 26 Dealers

Security Markets
During October and early November the volume of 

trading on the Stock Exchange exceeded all previous 
levels and prices likewise rose to new high points. Later 
in the month industrial prices reacted to levels approxi
mately 10 points below the maximum, while railroad 
issues were irregularly strong.

Corporation bond prices were firmer in November, and 
most United States Government issues also advanced 
following the announcement later in the month that the 
Treasury will purchase $50,000,000, or thereabouts, of 
Third Liberty Loan 41/4 per cent Bonds of 1928, at the 
lowest prices offered, if at or below the price of 101% and 
accrued interest. Among foreign bonds, French securi
ties were weak in sympathy with the decline in exchange.

The volume of new domestic security issues was only 
moderately large in November, but foreign issues aggre
gating $180,000,000 were the heaviest for any month 
this year, due largely to the offering of $100,000,000 
bonds for the Italian Government in connection with an 
exchange stabilization program. A  feature of foreign 
offerings lately has been numerous loans of German cor
porations and Governmental sub-divisions. These 
totaled $48,000,000 in November, and since the German 
Government international loan of $110,000,000 in Octo
ber 1924 have amounted to $226,000,000, bringing the 
total of all German issues offered in this market during 
the past year to $336,000,000. The following table shows 
the volume of these offerings.

Nature of Loan Number of Issues Amount

National Government.................................... 1 $110,000,000
Provincial and Municipal.............................. 17 99,000,000
Corporate, guaranteed by government........
Corporate, without government guarantee..

8
8

63.000.000
64.000.000

Total............................................................ 34 $336,000,000

The Italian Debt Agreement
As a result of the conclusion on November 14 of an 

agreement for the funding of the Italian debt to the 
United States, subject still to the approval of Con
gress, ten countries have now funded their debts to 
the United States. By this agreement Italy agrees 
to pay a principal amount of $2,042,000,000 in annual 
instalments over a period of sixty-two years, together 
with interest beginning after 1930 and ranging up
ward from Ys o f 1 per cent annually from 1930 to 
1940 to 2 per cent annually in the last seven years 
from 1981 to 1987. Payments of $5,000,000 are to 
be made in each year up to June 15, 1930, and there
after amounts gradually rising from $12,100,000 in 
1931 to $79,400,000 in 1987. This method of pay
ment is different from that of the British and Bel
gian debt settlements which call for payments of prac
tically constant amounts after the first ten years.

Obligations now funded total about $7,400,000,000, 
including the debts of Great Britain, Belgium, 
Czecho-Slovakia, Esthonia, Finland, Hungary, Italy, 
Latvia, Lithuania, and Poland. Under these agreements 
payments due in 1926 are as follows:

Great Britain....................................................................................... $160,900,000
Italy......................................................................................................  5,000,000*
Belgium................................................................................................  3,840,000
Czecho-Slovakia................................................................................... 3,000,000
Poland................................................................................................... l,500,000x
Finland.................................................................................................  314,890
Lithuania.............................................................................................. 209.550J
Esthonia........................... ..................................................................  100,000x
Hungary........................... ...................................................................  67,588J
Latvia......................... ........................................................................  60,000x

Total $174,992,028
*Paid in advance in November 1925. xOptional. JPartly payable in bonds.

Foreign Exchange
After recovering to $4.8469, sterling weakened 

toward the close of November to $4.8406, and gold ship
ments to this country were again reported. French 
exchange showed a further decline, and at 3.76 cents on 
November 25 reached the lowest point since March 1924, 
from which, however, there was later a recovery to 
around 4 cents. Belgian francs, on the contrary, showed 
unusual stability, ranging from 4.51 cents to 4.54 cents, 
and the Italian lira rose above the French franc to 4.07 
following conclusion of the debt funding agreement and 
flotation of an exchange stabilization loan in this market. 
Both Danish and Norwegian currencies, although still 
strong, reacted slightly from the high levels of the pre
vious month.

The Canadian dollar reached a new high premium of 
3/16, in consequence of which further substantial ship
ments of gold were sent to that country. Argentine 
pesos were likewise strong at close to par, while Brazilian 
exchange turned somewhat reactionary. In the Far 
East, yen advanced two cents to 43.50 cents, the highest 
since March 1924, presumably as a result of recent ship
ments of gold to this country and a more favorable trade 
balance.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

December 1, 1925



M O N T H L Y  R E V IE W , D E CE M BE R 1, 1925

Except for the receipt of nearly $1,000,000 from 
Great Britain during the first week of November, imports 
and exports of gold at the Port of New York during the 
first three weeks of November were small. Late in the 
month, however, an easing in sterling exchange was 
followed by the import of an additional $1,500,000 from 
England, while a rise in Canadian exchange was fol
lowed by further exports of $20,000,000 to Canada.

For October gold imports for the country totaled 
$50,741,000, of which $41,900,000 came from England 
and $4,000,000 from Japan. As exports, however, 
totaled $28,000,000, chiefly to Canada, the import bal
ance for the month was reduced to $22,700,000. For the 
two months October and November, preliminary figures 
indicate imports from Great Britain of $44,000,000 and 
exports to Canada of $42,000,000.

Foreign Trade
The value of both imports and exports of merchan

dise again increased in October, but exports at $492,000,-
000 were 7 per cent less than in October 1924, while 
imports at $375,000,000 were 21 per cent larger than 
a year ago. Compared with October 1924, there was a 
large increase, both in incoming and outgoing trade, in 
the proportion of crude materials for use in manufac
ture.

Contrary to usual tendencies, exports of grains and 
grain products were $15,000,000 lower than in Septem
ber, and the smallest since the low point in the summer 
of 1924. Cotton exports, on the other hand, valued at 
$176,000,000, were more than $78,000,000 above Septem
ber, and in volume the largest for a single month since
1915. For the crop moving year since August 1 cotton 
shipments amounting to nearly 2y2 million bales have 
been heavier than for any similar period since 1913. 
This reflects larger production this year, as the percent
age of exports to output is running no higher than in 
other years.

Employment and Wages
Factory employment in New York State increased 2 

per cent further in October, and with the exception of 
last March was the highest since April 1924. Employ
ment in other forms of industrial and commercial activi
ties was also high, and reports indicate difficulty in some 
sections in securing enough farm help and skilled build
ing labor.

The most important gain in factory employment was 
in the metal working group of industries. Employment 
in iron and steel mills was 15 per cent greater than in 
the previous month or a year ago, and gains were re
ported in automobile, machinery and electrical appar
atus, brass and copper, and typewriter plants. Working 
forces were substantially expanded also in the woolen 
and worsted mills, and moderate gains occurred in cot
ton goods and knit goods. Curtailment in building 
materials was unusually small for the season and em

Gold Movement ployment in these plants remained much higher than a 
year ago.

Weekly earnings of factory workers in New York 
State averaged $28.57 in October, an increase o f more 
than a dollar from a year ago, and the highest since 1920. 
The increase in earnings apparently is due to full time 
schedules and relatively high employment in the more 
highly paid trades, as wage rates have been fairly steady 
for the last two years. Recent moves, however, on the 
part of organized labor to secure higher wages have in- 
eluded demands by New York City building trades 
unions for higher wage scales when the present agree
ments expire at the end of the year, and a proposal 
by the western group of the railway brotherhoods to 
demand a restoration of war-time wage rates.

Production
Manufacturing activity continued to increase in Octo

ber, according to this bank’s indexes of production, and 
in many lines was substantially above the trend shown 
by past years.

Average daily iron and steel production increased an 
additional 7 per cent, and unfilled orders of the Steel 
Corporation rose nearly 400,000 tons to the highest level 
since the end of April. Railroad buying continues to 
supplement active demand from other consuming in
dustries, and purchasing generally for the first quarter 
of 1926 is reported in increasing volume.

Due partly to the anthracite strike, production of 
bituminous coal in October and November reached high
est levels since 1920, and since the first of the year has 
exceeded that of a year ago by 8 per cent. Beehive coke

(Computed trend of past years=100 per cent)

1924

Oct. Aug

1925

Sept. Oct.

Producers’ Goods
75 81 84 89
85 98 105 104

Bituminous coal........................................ 94 96 lOOr 106
Copper, U. S. mines................................. 103 100 103 104
Tin deliveries............................................ 88 110 105 101

99 107 110 113
120 127 125

Gas and fuel oil........................................ 98 108 100
Cotton consumption................................ 91 78 85 91
Woolen mill activity*.............................. 97 83 88 94 p

121 131 131 126
107 103 106r 108p

Leather, sole............................................. 81 79 71 79
Silk consumption*.................................... 111 130 122 136

Consumers' Goods
Cattle slaughtered.................................... 105 105 102 109
Calves slaughtered................................... 121 114 107 117
Sheep slaughtered..................................... 101 93 94 95
Hogs slaughtered...................................... 110 99 113 102
Sugar melt.ngs, U. S. ports..................... 106 99 141r 122
Wheat flour............................................... 99 93r lOOr 95

102 100 105 115
78 74 80 71

Tobacco, manufactured........................... 102 101 108 106
Gasoline.................................................... 114 137 130

139 125 134
113 108 114 iis

Paper, total............................................... 95 81 85 87
Boots and shoes........................................ 100 101 105 lOOp
Anthracite coal......................................... 87 104 ** **

120 95 126 169
Automobile, passenger............................. 124 96 117 179
Automobile, truck..................................... 104 90 163 128

*=Seasona, var ation not a’lowed for. **=Strike. p ~ Preliminary. r=Revised
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production continued to increase and was nearly double 
that of a year ago.

October production of passenger automobiles amount
ing to 392,600 vehicles was larger than ever before; 
while this was due partly to the temporarily curtailed 
production in August and September, the output for 
the three months combined was much above that of any 
corresponding three months except in 1923. Produc
tion of trucks, although lower than in September, was 
still nearly 30 per cent above the computed trend.

in  the textile industry, this bank's indexes of woolen 
mill activity and cotton consumption rose above 90 per 
cent of the computed trend, compared with 77 to 78 
per cent during the summer, and the index of silk con
sumption reached the highest level since March. Other 
major lines operating at high levels of activity during 
the month were cement, copper, lumber, and zinc pro
duction.

Indexes of Business Activity
Further expansion of trade and general business ac

tivity was indicated by this bank's indexes for October 
and the first part of November. Bank debits outside of 
New York, which closely reflect business conditions, 
reached new high levels for all time, 15 per cent
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higher than a year ago compared with gains o f 12 to 
13 per cent earlier in the year. These increases have not 
been confined to the larger cities but have been widely 
distributed throughout the smaller cities as well. The 
accompanying diagram giving the figures for various 
cities in this district illustrates the uniform character of 
the increases over a year ago.

Railway shipments of merchandise and miscellaneous 
freight, while seasonably somewhat reduced from the 
high point in October, continued above all previous 
years, and retail sales through department stores and 
mail order houses were unusually large. Factory 
labor continued well employed, building remained at 
high levels, and real estate transfers were substantially 
above estimated normal, as measured by the trend of 
past years. Accompanying these evidences of business 
activity, the volume of speculation on the New York 
Stock Exchange attained new high levels.

(Computed trend of past years=100 per cent)

1924 1925

Oct. Aug. Sept. Oct.
Primary Distribution

Car loadings, merchandise and misc....... 103 103 106 103
Car loadings, other................................... 98 104 96 94
Wholesale trade, Second District............ 99 91 90 93

111 102 95 9 5p
106 114 118 118 v

Grain exports............................................ 201 83 89
Panama Canal traffic............................... 103 94 93

Distribution to Consumer
Department store sales, Second Dist.. . . 98 103 102 106
Chain store sales....................................... 95 98 94 99
Mail order sales........................................ 110 120 116 128
Life insurance paid for............................. 110 120 122 116
Real estate transfers................................ 111 101 112 113p
Magazine advertising............................... 100 94 105 106
Newspaper advertising............................ 96 95 95 100

General Business Activity
Bank debits, outside of New York City. 103 109 110 112
Bank debits, New York City..................
Bank debits, 2nd Dist. excl. New York

103 122 122 121

City........................................................
Velocity of bank deposits, outside of

99 107 105 110
New York City.....................................

Velocity of bank deposits, New York
93 105 99 102

Shares sold on New York Stock Ex-
95 121 122 123

105 188 210 307
Postal receipts........................................... 101 99 103 104
Electric power........................................... 105 107 108
Employment, N. Y. State factories........ 98 98 100 ioo
Business failures....................................... 105 101 97 97
Building permits....................................... 167 184 184 204

1 9 £ 3 192 .4 19 Z 5
Monthly Volume of Bank Debits for Selected Cities in the Second 

Federal Reserve District.

*=Seasonal variation not allowed for p=Preliminary

Building
Building undertakings continued large in October, 

approximately 27 per cent above a year ago, according 
to the F. W . Dodge Corporation's figures of contracts let 
and the S. W . Straus Company's report o f permits 
issued.

In this district contracts, after falling below a year 
ago in the first half of this year, gained 63 per cent over 
1924 in the months from July to October, while for the 
country as a whole, a gain of 15 per cent during the 
first six months was converted into a gain of 50 per cent 
from July to October. The following table, compares
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r e r  Cent. 

220

1894 1925
Building Permits in Leading Cities in Percentages of 1913. (Changes in Construction Costs Allowed For. 

Black Areas Represent Deviations from the General Trend.)

the percentage increase for the entire ten months over 
last year with changes in previous years.

1920 1921 1922 1923 1924 1925

Percentage change from pre
ceding year......................... — 0.6 — 8.2 +42.0 +  4.8 +12.3 +28.4

Residential building continues to be largely respon
sible for the maintenance of high building totals, al
though commercial building has increased substantially 
and shows a larger percentage gain than other types.

The accompanying diagram, comparing permit figures 
for a wide sampling of cities, in percentages of 1913 and 
after conversion as nearly as possible to 1913 dollars, 
indicates the extent to which current totals have been 
running above the long term trend. While precise esti
mates of building surplus or shortage are impossible, 
owing to such factors as changing standards of living, 
changing character of cities through suburban develop
ment, longer use of old buildings, etc., it would now 
seem probable that recent construction has eliminated 
most of the shortage heretofore existing as a result of 
underbuilding during the war. This conclusion appears 
to be in keeping with the general consensus of estimates 
by competent authorities and with the moderate decline 
in rentals in many sections.

(Net profits in millions of dollars)

Business Profits
A  continued high level of industrial profits was indi

cated by the third quarter earnings of 99 industrial cor
porations which, although slightly below those of the 
second quarter, were otherwise the largest in more than 
three years. For the three quarters combined, earnings 
were the largest of any recent year and 9 per cent 
greater than in the whole of 1924.

Despite the reduced prices of cars effective in the 
third quarter, profits of motor and accessory companies 
held close to the high total of the second quarter, and 
for the nine months exceeded the w7hole of 1923 and 1924 
by 15 and 60 per cent respectively. In the steel indus
try, on the other hand, continued low prices were re
flected by a decline in earnings as compared with 1923 
though the totals rose somewhat above 1924. In  other 
groups listed in the table below, earnings both for the 
third quarter and for the nine months exceeded corre
sponding periods in either o f the two years.

Telephone companies continued to report a steady ex
pansion in earnings, while profits o f class 1 railways, 
both for the third quarter and the nine months were also 
the largest in recent years. In  the case of the railroads, 
earnings in August and September were for the first 
time since the passage of the Transportation Act at a 
rate exceeding 5 %  per cent on tentative valuation, the 
figure fixed by the Interstate Commerce Commission as 
comprising a fair return on investment.

No
of

Corpo
rations

1923 1924 1925

1st
Quar.

2nd
Quar.

3rd
Quar.

Nine
Months

Twelve
Months

1st
Quar.

2nd
Quar.

3rd
Quar.

Nine
Months

Twelve
Months

1st
Quar

2nd
Quar.

3rd
Quar.

Nine
Months

Motor & Motor Accessories................... 14 37 47 28 112 130 32 21 20 73 94 36 60 54 150
15 20 24 16 60 67 29 22 18 69 84 23 31 28 82
11 24 43 39 106 146 42 28 17 87 107 30 31 30 91

Food & Food Products........................... 14 12 13 13 38 48 12 13 14 39 51 12 15 16 43
Metal & Mining...................................... 11 8 10 9 27 30 7 8 6 21 30 11 10 11 32
Machine Manufacturing....... ................. 10 3 4 3 10 12 3 3 3 9 11 4 4 4 12
Miscellaneous.......................................... 24 13 13 14 40 54 14 11 6 31 40 13 16 16 45

Total 7 groups......................................... 99 117 154 122 393 487 139 106 84 329 417 129 167 159 455
70 36 35 30 101 136 35 37 36 108 151 44 46 46 136

Class I RR............................................... 193 185 262 277 724 979 203 188 287 678 987 204 234 359 797

Total..................................................... 362 338 451 1 429 1,218 1,602 377 331 407 1.115 1,555 377 447 561 1,388
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A  steady decline in commodity prices during October 
was indicated by this bank’s weekly index of 20 basic 
commodities, and by a decline of 1.3 per cent in the 
Department of Labor index of average wholesale prices. 
In November, however, firmer prices were reflected in 
a recovery by this bank’s index of most of the October 
decline.

Important elements in the November advance were 
substantial gains in wheat and cotton prices. Wheat 
reached the highest level since August and spot cotton 
at 21.65 cents on November 21 was 2 ^  cents above the 
October low point. In the case of corn, on the other 
hand, prices declined following a further increase in 
the crop estimate and were nearly 30 cents lower than 
a year ago. Eubber advanced to within a few cents of 
the July high point, and prices of both raw and refined 
sugar showed moderate recoveries from the low levels 
of October. Pig iron prices were also higher, but copper 
declined steadily after the first week of the month.

PERCENT.
175

Commodity Prices

150

v N
7 ^ ^

125

100

V

Due, however, to the failure of wholesale groceries to 
show an increase, and to decreases in sales of women’s 
clothing and of jewelry and diamonds this bank’s 
weighted index of trade increased only 3 per cent over 
October 1924.

Stocks of merchandise on hand continued to show 
about the same changes from a year ago as at the end 
of September. Stocks of cotton goods, hardware, and 
jewelry and diamonds remained smaller, grocery stocks 
were little changed, while stocks of shoes and silk goods 
were substantially larger than in October 1924.

Commodity

Groceries........................................ +16.1
Men’s clothing..............................  —12.7
Women’s dresses...........................  — 15.6
Women’s coats and suits.............. +47.3
Cotton-Jobbers.............................  + 2 .6
Cotton-Commission houses.......... — 5.3
Silk goods......................................  — 2.4
Shoes..............................................  +  2.6
Drugs.............................................  +34.1
Hardware....................................... +13.2
Machine tools...............................  +  2.4
Stationery...................................... +17.7
Paper.............................................. +15.1
Diamonds...................................... j +20.1
Jewelry...........................................J +30.2

Net I
Percentage Change

Oct. 1925 
from 

Sept. 1925

Weighted Average. +  7.2

Oct. 1925 
from 

Oct. 1924

0
+  0.9 
— 11.5 — 2.1 
+  8.5 
+  5.8 +20.1 
+  6.3 
+  3.9 
+  7.0 
+51.0  
+  7.5 
+  6.3
— 4.2
— 4.0

+ 2.e

Stock at end of month 
Percentage Change

Oct. 1925 
from 

Sept. 1925

+11.8

—10.0 
+  'i!2 *

— 5.0

f r - 4 . 3

Oct. 1925 
from 

Oct. 1924

+ 0

— 13

+28
+19

4.0
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1 9 2 4  1 9 2 5
Price Indexes of 20 Basic Commodities in the United States 

and in England. 1913 == 100 Per cent.
( L a t e s t  F ig u r e s ,  N o v e m b e r  2 1 )

This bank’s index of the general price level, which 
includes not only wholesale and retail prices but also 
rents and wages, advanced in October to 187 per cent of 
the 1913 level, compared with 186 in the three months 
preceding and 182 in October o f last year.

Wholesale Trade
A  further increase in wholesale trade, partly seasonal, 

occurred in October, and sales in a majority of lines 
also exceeded those of a year ago. The largest increase, 
as in other recent months, was in machine tool sales, 
which reached the highest level for any October since 
1920. Silk goods sales showed a notable increase, and 
cotton goods sales were somewhat larger than a year ago 
notwithstanding sharp fluctuations in raw cotton. 
Hardware sales were larger than in any other month in 
the last five years, and sales of stationery, shoes, paper, 
and drugs also showed considerable increases.

*Stock at first of month—quantity not value

Chain Store Sales
Chain stores shared with other lines of retail trade 

in unusually large sales in October. Variety stores re
ported a gain of more than 40 per cent over October last 
year and grocery stores showed the largest increase in 
sales in recent years. Sales of shoe and ten cent stores 
also were unusually large and the increases in other 
types of chain stores compared favorably with those in 
most earlier months this year.

New stores opened showed an increase over last year 
ranging from 6 per cent in drug chains to 24 per cent 
in groceries. While this accounts for a considerable 
part of the gain in total sales, sales per store for several 
lines showed large gains over a year ago and for all 
chains combined averaged 4 per cent higher.

Percentage Change 
October 1925 from October 1924

Number of 
Stores

Total
Sales

Sales per 
Store

+18.4 +40.6 +18.8
Grocery................................................... +23.7 +31.1 +  6.1

+18.6 +18.5 — 0.1
+  6.5 +16.8 +  9.6
+  5.7 +14.3 +  8.1

Candy..................................................... +  8.6 +  8.7 +  0.2
+12.4 +  5.3 — 0.4

+20.5 +25.4 +  4.1
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Department store sales in this district were 15 per 
cent larger in October than a year previous, the largest 
gain in any month in the last three years. A fter allow
ance for seasonal variations and price changes, the Octo
ber volume of business appears to have been substan
tially above the estimated normal or trend of growth. 
Apparel store sales showed an increase of 19 per cent 
over the previous year, after the comparatively dull 
business of September.

Following the heavy sales of October, stocks of 
merchandise in department stores at the end of the 
month were less than 1 per cent larger than a year ago, 
and the rate of stock turnover was therefore higher than 
in October of last year. Apparently as a result of the 
high level of sales and relatively small stocks, outstand
ing orders for additional merchandise at the end of the 
month showed a smaller seasonal decline than usual, and 
were substantially larger than at the end of October in 
the last two years.

Department Store Trade gage and other leather goods, cotton and silk goods, and 
books and stationery.

New York...................................
Buffalo........................................
Rochester...................................
Syracuse.....................................
Newark.......................................
Bridgeport..................................
Elsewhere...................................

Northern New York State . . . 
Central New York State. . . . 
Southern New York State. .. 
Hudson River Valley District
Capital District.....................
Westchester District..............

All department stores...............

Apparel stores............................
Mail order houses......................

+15.1

+19.5
+29.3

Net Sales 
Percentage Change 

October 1925 
from 

October 1924

Stock on Hand 
Percentage Change 
October 31, 1925 

from 
October 31, 1924

+15.3 +  0.9
+  8.5 +  0.1
+16.8 +  1.1
+11.1 +  0.4
+21.3 0
+20.1 +  3.8
+13.9 +  1.0
+  2.0
+11.3
+11.9
+11.5
+27.3
+  4.3

+ 0.8
— 0.7

The largest percentage increase in sales over last year 
was in radio sets, but a more important element in the 
high level of total sales was a large increase in all of the 
main apparel departments, following quiet business in 
several of these lines in September. Substantial gains 
were reported in toilet articles and drugs, toys and 
sporting goods, furniture and home furnishings, lug-
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Musical instruments and radio..............
Men’s and Boys’ wear............................
Women’s and Misses’ ready-to-wear. . .
Men’s furnishings...................................
Hosiery....................................................
Toilet articles and drugs........................
Toys and sporting goods........................
Furniture.................................................
Shoes........................................................
Home furnishings....................................
Luggage and other leather goods..........
Cotton goods...........................................
Books and stationery..............................
Silks and velvets.....................................
Women’s ready-to-wear accessories. . . .
Silverware and jewelry...........................
Linens and handkerchiefs.......................
Woolen goods..........................................
Miscellaneous..........................................

Net Sales 
Percentage Change 

October 1925 
from 

October 1924

Stock on Hand 
Percentage Change 

Oct. 31, 1925 
from 

Oct. 31, 1924
+33.7 — 13.8
+29.7 +  3.6
+24.4 — 8.0
+22.7 +  0.8
+21.4 +  8.6
+20.6 +  4.1
+19.8 — 5.1
+16.4 +  4.6
+16.1 +  3.0
+15.3 +  0.7
+14.8 +  5.6
+14.6 +  8.4
+13.3 +  1.2
+12.6 — 10.1
+12.4 — 6.5
+  9.7 — 3.5
+  6.1 +  3.4
— 10.7 — 6.3
+  8.6 — 7.5

75

50

Z5

Instalment Sales by Department Stores
In view of the increase in the past few years in the 

use of instalment credit in merchandising, this bank 
recently sought information as to the amount of instal
ment credit in use in the department store trade in 
this city.

While the practise of granting instalment credit has 
spread during the past year to a number of stores here
tofore on a cash basis, in general the results of the 
inquiry did not indicate any recent considerable growth 
in the use of this form of credit in department store 
trade. A  wide variance in the practise was revealed; 
some stores are trying it experimentally, while others 
have fully adopted the plan and are pushing it.

A  fewr of the stores have carried on an instalment 
business for several years in such articles as furniture, 
rugs, pianos, and other household articles. Inform a
tion secured from some of these stores indicated that 
while instalment sales have shown a somewhat greater 
increase over a year ago than cash sales in particular 
lines, the total amount of instalment sales and accounts 
outstanding has not expanded more rapidly than total 
cash sales. In general instalment sales in this city are 
still only a small part of the total volume of depart
ment store business.
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Business Conditions in the United States
P RODUCTION o f basic commodities in November 

continued in about the same volume as the month 
before, and the general level of prices remained 

unchanged. Activity o f wholesale and retail trade was 
below the record level of October, but larger than in 
November of last year.

P roduction

Output of basic industries included in the Federal 
Reserve Board's index of production was at about the 
same rate in November as in October, but owing to a 
smaller number of working days the index declined by 
about 1 per cent. Increases occurred in average daily 
production o f pig iron, steel ingots, copper, and bitum
inous coal, and in the consumption of cotton, while the 
production of flour, sugar, and meat products declined. 
Automobile production in November was seasonally less 
than in October, but continued large for this time of the 
year. Employment and payrolls in manufacturing in
dustries showed small increases in November as com
pared with October. Employment and workmen's earn
ings increased in the machinery industries, while in food 
products and tobacco and in the clothing industry there 
were seasonal declines. Building contracts awarded 
were smaller in November than in October, but were 
large when compared with the volume for November of 
previous years.

PER CENT

Index of 22 Basic Commodities Corrected for Seasonal Variation
(1919 =  100 Per cent. Latest figure November)

Final estimates by the Department of Agriculture in 
1925 indicate that the acreage of all crops harvested 
was slightly larger than in 1924, but that the aggregate 
production o f crops was in about the same volume. 
Yields of cotton, corn, and tobacco were considerably 
larger than last year, while the production of wheat, 
oats, potatoes, and hay was smaller.

T rade

Sales in leading lines of wholesale trade showed the 
usual decline in November from  the seasonally high 
levels in October, but continued larger than in the corre
sponding month of any of the past five years. Total 
volume of trade at department stores and mail order 
houses was smaller than in October, owing largely to 
the smaller number of business days in November. Com
pared with earlier years, however, department store 
sales were the largest on record for November and sales 
at mail order houses were the largest for that month in 
the past six years. Merchandise stocks at department 
stores showed considerably more than the usual increase 
in November and were 4 per cent larger than in Novem
ber of last year. Distribution o f commodities by rail
roads during November reached new high levels for the 
month. Movements of merchandise and miscellaneous 
commodities, coal, and coke were larger, while those of 
livestock, grain, and forest products were somewhat 
smaller than in November o f the two preceding years.

PERCENT.
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BILLIONS Or DOLLARS

1 9 2 2  1 9 2 3  1 9 2 4  1 9 2 5

Member Bank Credit 
Weekly figures for Member Banks in 101 Leading Cities.

(Latest figures December 16)

P r ic e s

Wholesale prices, according to the index of the Bureau 
of Labor Statistics, remained the same in November as 
in October. Prices of livestock, meats, and cotton goods 
declined, but these decreases were offset in the general 
averages by advances in the prices of grains, fuel, lum
ber, and rubber. In the first three weeks of December 
prices of wheat, flour, and hardwood lumber were slightly 
higher than in November, while quotations on cattle, 
cotton, coke, copper, and hides were lower.

B a n k  C r e d i t

A t member banks in leading cities the volume of 
credit outstanding on December 9 was near the high 
level reached early in November. Loans for commercial 
and agricultural purposes declined somewhat during 
the period, and there was also a decrease in the banks’ 
security holdings; continued growth of loans on securi
ties, however, was sufficient to offset these reductions 
and the total of loans and investments remained prac
tically unchanged.

A t the Reserve Banks the seasonal demand for cur
rency and credit resulted in an increase of total bills 
and securities in December to the highest level in nearly 
four years. This increase in Reserve Bank credit in use 
has been in the form of discounts for member banks, as 
the volume of purchased bills held changed but little 
between the middle of November and the middle of De
cember, and holdings of United States securities also 
remained constant, except for a temporary increase con
nected with Treasury financing on December 15. Money 
in circulation increased by $71,000,000 between Novem
ber 1 and December 1 and the continued demand for cur
rency in December was reflected at the Reserve Banks 
both in increased Federal Reserve note circulation and 
in a decline in cash reserves.

Reserve Bank Credit: Weekly figures for 12 Federal Reserve 
Banks (Latest figures December 23)

M o n e y  M a r k e t

The principal developments affecting the money mar
ket in this district during December were the currency 
requirements of the holiday retail trade, preparations 
for the first-of-the-year disbursements, and the usual 
Treasury operations over the quarterly tax period. Re
flecting chiefly the first two influences call money rose 
to 5 per cent for most of the month and during the last 
few days touched 6 per cent, while the total earning 
assets of the New York Reserve Bank averaged substan
tially above the levels of November.

Government operations throughout the country dur
ing the month included the redemption of about 
$480,000,000 certificates and notes, payment of ap
proximately $78,000,000 interest on the public debt, 
sale of approximately $450,000,000 new 3%  per cent 
certificates, and collection of the fourth instalment of 
income taxes. In addition, the British Government paid 
$92,310,000 in United States securities to this Govern
ment in discharge of interest and principal instalments 
due on its debt, and small cash payments were made by 
Czecho-Slovakia, Belgium, Finland, Poland, Hungary, 
and Lithuania.

As customary at tax payment periods the funds dis
bursed in this district by the Treasury on the 15th 
greatly exceeded collections here and necessitated the 
usual temporary advance by the Reserve Bank pending 
the collection of tax checks and transfer of funds from 
other districts. Owing, however, to the fact that excess 
supplies of funds were partially absorbed by a reduc
tion in other forms of Reserve Bank assets call money 
rates eased only to 4%  per cent, and later reverted to
5 and 6 per cent as tax checks were collected, funds 
were withdrawn to other districts, and currency require
ments continued.

W ith few exceptions, other money rates were gener
ally steady in December. Over-the-counter rates of rep
resentative New York City banks averaged somewhat 
higher and open market commercial paper appeared 
slightly firmer, though rates for prime names continued
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to be quoted generally at Per cent. Owing
chiefly to low rates offered borrowers by banks, sup
plies of paper were reported as continuing small as in 
November when outstandings of 26 dealers declined 3 
per cent to $666,000,000, a new low point since Decem
ber 1921. In the bill market firm conditions were 
manifest by a continued high level of dealers' portfolios 
but rates remained unchanged at 3%  per cent on deal
ers' purchases of 90-day bills and 3%  per cent on their 
sales. Time loans on stock market collateral were also 
steady during the month at 4%  to 5 per cent.

The accompanying diagram comparing the present 
level of money rates with the trend over the past two 
years indicates a steady upward tendency since the low 
levels of 1924. That advances have been chiefly in stock 
market rates accompanying unusual stock market ac
tivity is shown by the rise in call loan renewals from
2 per cent to 5 and 6 per cent in contrast with increases 
of only about 1^2 Per cent in commercial paper and bills.

RATE.

Open Market Rates for Commercial Paper, Bankers Acceptances 
and Stock Exchange Call Loans by Weeks (Latest figures 

week ended December 26)

Security Markets
A fter the sharp decline in stock prices of November 

the stock market showed a firmer tendency in Decem
ber, though with trading somewhat diminished in vol
ume. Railroad stocks, which had declined but slightly, 
were particularly strong and reached new high levels 
since 1917, while industrial issues regained most of the 
November loss.

In the bond market, corporation securities continued 
firmer, and price averages generally reached or ex
ceeded the high levels for recent years touched in June 
and July. U. S. Government issues were steady, as was 
true of most foreign issues, except French and Polish 
bonds, which declined accompanying weakness in ex
change.

New security offerings increased during December to 
the largest total in recent months, due chiefly to heavier 
borrowing by states and municipalities, an issue of 
$35,000,000 Federal Land Bank bonds, and more exten
sive railway financing. Foreign offerings aggregating 
$81,000,000 during the first 28 days of the month were

smaller than in previous months, but brought the year's 
total of all foreign issues to date to $1,283,000,000, com
pared with $1,251,000,000 in 1924. The following table 
compares by geographical divisions all types of foreign 
issues, including refunding loans sold in this market in
1924 and 1925. In the case of the large volume of Euro
pean securities in 1925, about one-third were of German 
origin.

(In millions of dollars)

1924 1925

Europe............................................................................................. 587
238
235
191

668
244
223
148

Canada............................................................................................
Latin America................................................................................
Asia and Australia.........................................................................

Total........................................................................................... 1,251 1,283

Foreign Exchange
After falling to $4.8406 on December 1 sterling ex

change recovered and in the latter part of the month was 
quoted around $4.84%. French francs at 3.58 cents 
about the middle of the month reached a new low point 
for the present decline. Belgian francs, on the other 
hand, continued stabilized at slightly over 4%  cents, 
and the lira was steady at about 4.03 cents.

Swedish and Swiss rates rose above par, and Danish 
and Norwegian exchanges were steady at about the 
levels held since the advance was checked in September. 
Under the influence of an improving trade balance Jap
anese yen rose to 43%  cents, the highest since March
1924. Polish exchange, on the other hand, continued 
weak, and Canadian exchange declined to a small 
discount.

Agreement to Purchase Belgian Bills
As an aid to the plans which are in progress for im

proving the monetary position of Belgium, the Federal 
Reserve Bank of New York in association with other 
Federal Reserve Banks has indicated its readiness to 
cooperate with the Belgian bank of issue, the Banque 
Nationale de Belgique, if desired, by purchasing prime 
Belgian commercial bills. It is understood that offers 
of cooperation have also been made by the Bank of 
England and other European banks of issue.

Gold Movement
Following heavy movements in October and November 

gold exports and imports at New York during the first
28 days of December were relatively small. The 
shipment of $2,000,000 to Argentina and of $1,900,000 
to the Straits Settlements accounted for the greater part 
of the exports, while imports, according to preliminary 
figures, were even smaller.

For November the final figures for the country showed 
exports of $24,400,000, of which $20,000,000 went to 
Canada. As imports amounted to $10,500,000, including 
$3,000,000 from Japan, $2,900,000 from  Canada, and 
$2,600,000 from England, there was a net gold loss for 
the month of $13,900,000. This compared with a net 
import balance for October of $22,700,000.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

January 1, 1926



4 MONTHLY REVIEW, JANUARY 1, 1926

Imports of merchandise valued at $378,000,000 in 
November were slightly larger than in October and 
$82,000,000 above those of November last year. E x
ports, on the other hand, valued at $448,000,000, were 
$43,000,000 below those of October, and $46,000,000 
smaller than a year ago.

Figures thus far available on individual commodities 
indicated that cotton exports declined over $36,000,000 
in November from  the high total of October and were 
$25,000,000 below those of November 1924, while ship
ments of grains and grain products fell $45,000,000 
below a year ago. Imports of crude rubber and of raw 
silk continued to be very heavy, and were close to the 
highest levels ever attained.

Growth of Savings
A n increase o f 2 billion dollars, or 9 per cent, in the 

volume of savings deposits of this country was reported 
by the Savings Bank Division of the American Bankers 
Association for the year ended June 30, 1925. This 
carried forward a rate of growth which has been re
markably uniform during the past twenty-five years, 
despite fluctuations in business conditions, extent of em
ployment, wage and salary rates, and cost of living, 
which ordinarily might be expected to affect the growth 
o f savings.

W hile these changes in conditions appear to have had 
little effect on the growth of savings deposits, they have 
had an important influence on the significance o f sav
ings deposits. A  dollar on deposit today is very d if
ferent from a dollar on deposit a few years ago, largely 
because of changes in the cost of living. Between 1913 
and 1920 the cost of living more than doubled, which 
means that in 1920 a dollar in savings deposits would 
buy only about 50 per cent as much as a dollar in 1913. 
A t the present time the cost o f living is approximately 75 
per cent above 1913, so that the present dollar in sav
ings deposits has only about 57 per cent o f the pur
chasing power o f the 1913 dollar.

In an effort to estimate approximately the actual pur
chasing power of savings at different periods this bank 
has taken savings and time deposits of all banks, and 
assets of building and loan and life insurance companies 
and reduced them as nearly as possible to 1913 dollars. 
The actual and adjusted figures are shown in the ac
companying diagram. While savings may take other 
forms not so readily measurable, such as investment in 
securities (particularly in the period when Liberty 
bonds were being bought), nevertheless the figures given 
illustrate in a rough sort of way for the available data 
the difference between nominal and real savings, par
ticularly in the past ten years.

A  further noteworthy indication of the figures is the 
rather general correspondence shown between the gen
eral trend of growth of real savings and of business as 
represented by figures for bank clearings outside of 
New York, which have also been adjusted to make allow
ance for changes in prices.
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IOO

2.0

3 ------------------—

3 ------------------------

---------------------
) — -------------------
) ------------------------
f INI©13 DOLLARS -f---------------------

> -------------------— : ' t o t a l  5AV INGS &
) ---------- ' '  \|)THER T IM E D E P O SIT S IN

ALL.UiAj
IN1hOO,OOC

PTKS --
1 ,0 0 0

t u a l

/  /
/

bui:
A5SO

mi

LDIWr $£ LOAfi 
CIATIONS'AS$J 
MOO,0 0 0 , 0 0 0

r r s ^ ^

........ X  ■
/

//
j +

IN 1913 DOLLARS .

---------

ACTU AL

/ /
/  SCALE FOR

[N 1913 D0LLA t LIFE INSURA I*1 
N P A N IE S 'A S t

<CE.
SETS

- CLEARINGS 
IN BILLION 

j
IN

rUAL

#  1 ,0 0 0 ,0 0 0 ,0 OO

— : ~ I

s
_______

/

“ ‘ o u t s id e  CL
IN 19)3

/

EAR1NG5
DOLLARS

i
1900 1905 1910 1915 1920 1 925

Growth of Various Forms of Personal Savings, 
Actual and in 1913 Dollars

Employment and Wages
While there was a seasonal slackening of outdoor 

work in this district in November and early December, 
the volume of factory employment showed a further 
increase notwithstanding that small reductions fre
quently occur at this season. Approximately 8,500 work
ers were added to payrolls, which brought the total 
number reported by the New York State Department of 
Labor as employed in the middle o f November to 6 per 
cent above the summer low point and 3y% per cent over 
last year.

No important wage changes were reported in the dis
trict during the month, but demands of the New York 
City building trades unions for an advance from  $10.50 
to $12.00 a day at the end of this year were submitted 
to arbitration. Owing to fuller employment, however, 
average weekly earnings o f factory workers reported 
by the State Department of Labor advanced slightly 
to $28.67. As shown by the diagram on page 5, earn
ings are now close to the 1920 high level, while living 
costs, despite a moderate rise in the past year, are still 
considerably below this level. Factory office salaries, 
which advanced much more slowly than wages or the cost 
of living as computed by the United States Department 
of Labor up to 1920, continued to rise during the past 
year to the highest level yet reached.
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Changes in Average Weekly Earnings of Factory Operatives and 
Factory Office Workers in New York State and the Cost of 

Living in the United States. (1914 =r 100 Per cent.)

Production
The expansion of industrial activity in progress since 

mid-summer continued in many lines in November.
The daily rate of iron and steel production increased

3 and 8 per cent, and unfilled orders of the Steel Cor
poration rose 470,000 tons to a level 1,100,000 tons above 
the summer low point. During December 3 addi
tional furnaces were put in blast and steel operations 
indicated a total output for the year in excess of
44,000,000 tons, compared with 43,600,000, the previous 
high level reached in 1917.

(Computed trend of past years =100 per cent)

1924 1925

Nov. Sept. Oct. Nov.
Producers' Goods

Pig iron...................................................... 76 84 89 89
Steel ingots................................................ 90 105 104 110
Bituminous coal....................................... 89 100 106 IlOp

105Copper, U. S. mines................................. 107 103 104
Tin deliveries............................................ 124 105 101 118
Zinc............................................. . . . 97 110 113 111
Petroleum.................................................. 118 124 119
Gas and fuel oil......................................... 100 100 103
Cotton consumption................................. 87 85 91 95
Woolen Mill activity*............................ 98 88 94 97 p
Cement...................................................... 123 131 126 122
Lumber...................................................... 101 106 llOr 105p
Leather, sole.............................................. 81 71 79
Silk consumption*.................................... 102 122 136 i2i

Consumers' Goods
Cattle slaughtered.................................... 104 102 109 93
Calves slaughtered................................... 108 107 117 104
Sheep slaughtered..................................... 96 94 95 89
Hogs slaughtered...................................... 110 113 102 85
Sugar meltings, U. S. ports..................... 112 141 122 99
Wheat flour............................................... 90 100 95 83
Cigars........................................................ 101 105 115 105
Cigarettes.................................................. 69 80 71 71
Tobacco, manufactured........................... 93 108 106 96
Gasoline..................................................... 118 130 132
Tires........................................................... 125 134 116
Newsprint.................................................. 107 114 118 iio
Paper, total............................................... 96 85 87 90
Boots and shoes........................................ 92 105 99r 89p
Anthracite coal......................................... 82 ** ** **
Automobile, all......................................... 110 126 169 182
Automobile, passenger............................. 112 117 179 175
Automobile, truck.................................... 104 163 128 130

Due partly to the stoppage of anthracite mining, 
bituminous coal production rose further in November to
10 per cent above the computed trend, and early in 
December reached highest levels since 1920. Output of 
beehive coke was likewise heavy and much above the 
levels of last year.

Cotton consumption in November, amounting to
543,000 bales, held close to the October figure, contrary 
to the usual seasonal tendency, with the result that this 
bank’s index rose further to 95 per cent of the computed 
trend, the highest since last April. The index of woolen 
mill activity likewise increased, and silk consumption 
remained at high levels.

In the automobile industry, production of passenger 
cars and trucks fell below the high October figures, but 
remained unusually large for this season.

Indexes of Business Activity
Trade and business activity was generally maintained 

at a high level in November, though gains were not as 
marked in all cases as in October. Except in New York 
City indexes of bank debits declined, and indexes of re
tail trade were also below the high levels of October.

For New York City alone the index of bank debits 
showed an increase. November railway traffic was like
wise heavier than usual and in the first weeks of Decem
ber exceeded a million cars for the first time in any 
December, due chiefly to heavy loadings of manufac
tured products and higher figures on coal and grain.

The following table gives this bank’s indexes of busi
ness activity in percentages of the computed trend, 
after allowing for seasonal variation and, where neces
sary, for estimated price changes.

________________ (Computed trend of past years=100 per cent) _______

*=Seasona 1 variation not allowed for.
p=Preliminary
r=Revised

**=Strike

1924

Nov.

1925

Sept. Oct. Nov.
Primary Distribution

Car loadings, merchandise and misc...... 105 106 103 106
Car loadings, other................................... 103 96 94 104
Wholesale trade, Second District........... 95 90 93 91
Exports...................................................... 102 95 95 86 v
Imports...................................................... 101 118 118 120p
Grain exports............................................ 119 89 48
Panama Canal traffic............................... 106 93 85

Distribution to Consumer
Department store sales, Second Dist.. . . 101 102 106 99
Chain store sales....................................... 104 94 99 99
Mail order sales........................................ 111 116 128 116
Life insurance paid for............................. 107 122 116 112
Real estate transfers................................. 103 112 113p
Magazine advertising............................... 99 105 106 i09
Newspaper advertising............................ 96 95 100 102

General Business Activity
Bank debits, outside of New York City. 104 110 112 111
Bank debits, New York City.................. 117 122 121 125
Bank debits, 2nd Dist. excl. N. Y. C.. . . 100 105 110 107
Velocity of bank deposits, outside of

New York City..................................... 94 99 102 103
Velocity of bank deposits, N .Y . C.... 106 122 123 125
Shares sold on New York Stock Ex

change*.............................................. 238 210 307 279
Postal receipts.......................................... 94 103 104 99
Electric power....................................... 100 110 113
Employment, N. Y. State factories....... 96 100 100 ioo
Business failures....................................... 102 97 97 102
Building permits....................................... 136 160 178 166p

*=Seasonal variation not allowed for f>=Preliminary
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New building undertakings in November showed a 
seasonal decline from October, but were approximately 
25 per cent larger than in November a year ago, ac
cording to the F. W . Dodge Corporation's reports of 
contracts awarded and S. W . Straus & Co.'s figures of 
permits issued. For the year to date both records in
dicate a volume of construction already far in excess 
of the whole of last year, with the probability that final 
figures for the year will reach if not considerably ex
ceed six billion dollars.

Contrary to the situation at the beginning of the year 
building continues to expand rapidly in New York City. 
Since mid-year contracts in this city have been running 
much above 1924 and in November a gain of 53 per cent 
brought the total for the eleven months in this city 9 
per cent above the corresponding period of 1924. While 
this increase here contributed very largely to the high 
figures for the country, it is noteworthy that substantial 
gains continued to be reported in some other sections, 
including New England, the southeastern states, and the 
central west. In the Pittsburgh, northwestern, and 
middle Atlantic states, on the other hand, November 
contracts fell below last year.

The following diagram shows the widespread charac
ter of building increases during the past year, and in
dicates also the character of . the construction. Residen
tial building continues to lead all other types and in 
November amounted to 52 per cent of the total, com
pared with 50 in November a year ago.

Building
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at Chicago was 50 cents lower than a year ago, while 
spot cotton in New York at 19.15 cents reached the low
est price since April 1922. Later in the month, how
ever, there was some recovery in prices and wheat 
reached new high levels for the season.

The accompanying diagram shows through December 
19 the movement of this bank's weekly index of Am eri
can prices, together with changes in an index for British 
prices, which during the past year has declined steadily 
to the lowest point since 1922.
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Value of Building Contracts awarded in  ̂36 States during first 

eleven months of Three Years (Figures in millions of dollars)

Commodity Prices
At 158 per cent of the 1913 average the Department 

o f Labor's wholesale price average for November was 
unchanged from October, and 2 points lower than at 
the beginning of the year.

During the first three weeks of December this bank's 
weekly index of 20 basic commodities declined to the 
lowest point in more than a year, due largely to a decline 
in wool and to losses in corn and cotton following larger 
crop estimates. At 73 cents on December 19, cash corn

JAN- FEB- M/KR-APRWY JUN JUL AU&SEP OCT- NO/- DEO JAN- FEB- MAR-APR- MAY JUN -JUL- AUG-SEP OCT-NOV- DEC-
19.24 1925

Price Indexes of 20 Basic Commodities in the United States 
and in England. 1913 := 100 Per cent. (Latest 

figures December 19)

During November this bank's index of the general 
price level, including rents and wages, as well as whole
sale and retail prices, remained unchanged from  October 
at 187 per cent of the 1913 level, compared with 182 per 
cent in November 1924.

Wholesale Trade
Sales of nearly 200 wholesale dealers in this district 

showed a seasonal decline of about 24 per cent from
October to November, but were slightly larger than a 
year ago.

Machine tool sales exceeded those of any November 
since 1920, and sales of silk goods and diamonds were 
the largest for the month since 1919. Substantial gains 
were reported also in jewelry, stationery, shoes, and 
hardware, and smaller gains in paper and jobbers' 
cotton goods.

Due, however, to the failure of grocery sales to in
crease, and to decreases in sales of men's and women's 
clothing, drugs, and commission house cotton goods, the 
weighted index of trade in this district was only 1 per 
cent above last year.

Stocks of silk goods showed a further large increase 
notwithstanding the heavy sales, and stocks o f shoes 
and of jewelry and diamonds were also larger than a 
year ago. Stocks of cotton goods and hardware, on 
the other hand, continued relatively small, and grocery 
stocks declined below last year’s level.
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Commodity

Groceries.............................
Men’s clothing.....................
Women s dresses..................
Women’s coats and suits...
Cotton-Joboers....................
Cotton-Commission houses.
Silk goods.............................
Shoes.....................................
Drugs...................................
Hardware.............................
Machine tools......................
Stationery............................
Paper....................................
Diamonds............................
Jewelry.................................

Weighted Average.

Net Sales 
Percentage Change

Nov. 1925 
from 

Oct. 1925

—  4 —44 
—60 
—62 —25 —11
— 5 —18 
—27 —12

—12 
— 16 
+  3
—24.2

Nov. 1925 
from 

Nov. 1924

+  0.3
— 9.4 
—23.2 
—22.7 + 2.8
— 9.5 
+32.2 
+  13.2
— 3.4 
+  5.8 
+33.1 
+10.9  
+  3.6 
+30.8  
+  13.7

+ 0.8

Stock at end of month 
Percentage Change

Nov. 1925 
from 

Oct. 1925

+  9.8

— i6.2 
+18.7*

+ 0.1

■ +  4.7

Nov. 1925 
from 

Nov. 1924'

5.9

— 9.5

+46! 7* 
+34.3

— 11.4

\ +  8.5

Type of Store

Percentage Change 
November 1925 from November 1924

Number of 
Stores

Total
Sales

Sales per 
Store

Drug........................................................ +11.0  
+23.1  
+  6.2 
+16.1 
+15.8  
+14.0  
+16.7

+17.3 +  5.7 
— 6.0Grocery................................................... +15.7

Ten Cent................................................. +10.7 +  4.3 
— 8.5Variety.................................................... +  6.2

Candy...................................................... +  3.5 — 10.7
Tobacco................................................... — 1.2 —13.3
Shoe......................................................... — 6.1 — 19.5

Total.................................................... +20.3 +  11.7 — 7.1

Department Store Trade
Preliminary reports from leading department stores 

in New York, Brooklyn, and Newark on holiday trade 
from December 1 to 24 inclusive, indicate a gain of 8 per 
cent over December 1924, the previous high mark for 
department store business. Total sales for the year ap
pear to have shown an increase of 5%  per cent over 
last year, compared with gains of 4y2 per cent in 1924 
and 8 per cent in 1923. The December increase is 
reported to have been rather generally distributed 
throughout the various departments.

In November, department store sales averaged 5 per 
cent larger than a year previous, following the unusually 
large increase of 15 per cent in October. Apparel store 
sales, which in October were 20 per cent ahead of that 
month in 1924, showed an increase of 2 per cent.

Net Sales 
Percentage Change 

November 1925 
from 

November 1924

Stock on Hand 
Percentage Change 
November 30, 1925 

from
November 30, 1924

New York................................................. +  6.0 
— 1.7

+  4.6
Buffalo...................................................... +  6.9
Rochester................................................. +  1-4 — 3.2
Syracuse................................................... — 8.3 +  2.3

+  8.5 +  2.5
+  2.7 
+  0.7 
—13.3

+  5.1
Elsewhere................................................. — 1.7

Northern New York State.................
Central New York State.................... +  0.1 

— 1.0Southern New York State.................
Hudson River Valley District............ +  6.7
Capital District................................... — 4.0
Westchester District........................... +  8.8

All department stores............................. +  4.9 +  3.8

Apparel stores.......................................... +  2.1 
+  10.0

— 1.4
Mail order houses...................................

* Stock at first of month—quantity not value.

Chain Store Sales
Following unusually heavy sales in October, chain 

store business showed smaller increases in November. 
The average increase in total sales was 12 per cent, due 
largely to the opening of new stores. Sales per store 
averaged 7 per cent smaller than a year ago, whereas in 
October they were 4 per cent larger.

Drug stores showed the largest gain over November 
of last year, both in total sales and sales per store, and 
sales of ten cent stores also recorded a substantial in
crease. In the cases of grocery, variety, and candy stores, 
actual sales, while larger than last year, failed to keep 
pace with the opening of new stores, and in tobacco and 
shoe stores, sales fell below last year.

Stocks of merchandise in November increased 4 per 
cent over a year ago, a slightly smaller increase than 
occurred in sales. Due apparently to the high ratio of 
sales to stocks in recent months, outstanding orders of 
the stores for merchandise showed a much smaller de
cline during the month than is usual at that time of 
year, as the accompanying diagram shows.

PERCENT.

Outstanding Orders of Department Stores in the Second District 
(1924 average =  100 Per cent.)

Sales of musical instruments and radio sets in Novem
ber continued to show the largest gains over last year. 
Substantially larger sales were reported also in furni
ture and home furnishings, and in articles more or less 
of luxury character, such as toys and sporting goods, 
toilet articles and drugs, silks and velvets, and silver
ware and jewelry.

Musical instruments and radio............
Toys and sporting goods......................
Furniture...............................................
Toilet articles and drugs......................
Linens and handkerchiefs.....................
Silverware and j ewelry.........................
Books and stationery............................
Luggage and other leather goods........
Silks and velvets...................................
Shoes......................................................
Home furnishings..................................
Hosiery...................................................
Men’s furnishings..................................
Cotton goods.........................................
Women’s and Misses’ ready-to-wear. . 
Women’s ready-to-wear accessories. . .
Men’s and Boys’ wear..........................
Woolen goods.........................................
Miscellaneous.........................................

Net Sales 
Percentage Change 

November 1925 
from 

November 1924

Stock on Hand 
Percentage Change 
November 30, 1925 

from
November 30, 1924

+54.0 — 10.6
+22.7 +  5.8
+16.4 +  9.8
+16.2 +  4.9
+14.5 — 2.9
+11.5 +  1.4
+  11.0 +12.7
+10.9 +  4.3
+10.9 — 10.2
+  8.1 +  1.8
+  7.2 — 1.4
+  7.1 +12.5
+  6.4 +  4.5
+  3.8 +12.7
+  1.8 — 4.0
— 0.4 +  0.5
— 5.3 +  6.0
-  18.5 +11.6
+  5.1 — 5.1
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S e l e c t i o n  a n d  D u t i e s  o f  F e d e r a l  R e s e r v e  B a n k  D i r e c t o r s

T HE taking of office at the beginning of the New 
Year by a number of new Federal Reserve Bank 
directors makes it appropriate to review the 

method by which directors of the Reserve Banks are 
chosen, the type of men who serve, and their powers 
and duties.

M e t h o d  o p  S e l e c t io n  

Each of the 12 Federal Reserve Banks has a board of 
nine directors which is responsible, under the general 
supervision of the Federal Reserve Board in Washing
ton, for the policy and administration of the bank. Of 
the nine directors, six are elected by the member banks 
and three are appointed by the Federal Reserve Board. 
Of the six elected by member banks three may be bank
ers, and the other three must be actively engaged in 
commerce, agriculture, or industry in the district, and 
while serving as Reserve Bank directors may not serve 
as directors or officers of any other bank. Of the three 
directors appointed by the Federal Reserve Board, one 
acts as chairman of the board, a man of banking experi
ence, and devotes his entire time to the Federal Reserve 
Bank, carrying in addition the title and duties of Fed
eral Reserve Agent. The other two appointed by the 
Federal Reserve Board must have no other banking con
nection while serving as directors. Hence they are 
usually business men.

B u s i n e s s  M e n  i n  t h e  M a j o r it y  

Thus, of the nine directors of each Reserve Bank, five 
are ordinarily business men, three are active bankers 
(frequently with business interests in addition), and 
one is chairman and Federal Reserve Agent. Directors 
hold office for three years and may be reappointed or 
reelected.

O f the present 108 directors of the 12 Reserve Banks, 
12 are the chairmen of the board and 36 are active 
bankers. The remaining 60, constituting the majority, 
have the following occupations:

19 manufacturers 
14 merchants 
4 farmers 
4 lumbermen
2 insurance
3 investment bankers 
3 retired business men 
2 publishers

In each of the 12 Federal Reserve districts it is men 
with this wide range of interests and familiar with con
ditions in the district who are responsible for the man
agement of the Reserve Bank.

D ir e c t o r s  o f  N e w  Y o r k  B ank 
The directors of the Federal Reserve Bank of New 

Y o r k  are the follow ing:
E le c te d  b y  m em b er  b a n k s

Jackson E. Reynolds, New York City,
President, F irst National Bank.

Robert H. Treman, Ithaca, N. Y.,
President, The Tompkins County National Bank. 

Delmer Runkle, Hoosick Falls, N. Y.,
President, Peoples National Bank.

Owen D. Young, New York City,
Chairman, General Electric Company.

Theodore F. Whitmarsh, New York City,
President, Francis H. Leggett & Company.

Samuel W. Reyburn, New York City,
President, Lord & Taylor.

A p p o in te d  b y  F e d e ra l  R e s e r v e  B o a rd
Pierre Jay, New York City, C hairm an .
W. L. Saunders, Plainfield, N. J., D e p u ty  C h a irm a n , 

Chairman, Ingersoll-Rand Company.
Clarence M. Woolley, New York City,

Chairman, American Radiator Company.

Of these directors Mr. Reynolds, just elected by the 
member banks, is serving his first term. Mr. Young has 
been reelected after three years of service, and Mr. Jay 
has been reappointed by the Federal Reserve Board after
11 years o f service.

In addition to the directors o f the 12 Reserve Banks 
each of the 23 branches has a board of seven directors, 
residents of the branch territory, of whom 4 are ap
pointed by the Federal Reserve Bank of the district 
and 3 by the Federal Reserve Board. The directors 
of branches have a range of occupations and interests 
similar to that indicated above for the directors o f the 
banks. Their jurisdiction in credit matters is limited 
to passing upon loans to member banks in the territory 
served by the branch. In the New York district there 
is only one branch, that at Buffalo. The following are 
its directors:

A p p o in te d  b y  F e d e r a l  E e s e r v e  B a n k  o f  N ew  YorTc
Harry T. Ramsdell,

Chairman, Mfrs. and Traders Trust Co., Buffalo.
E lliott C. McDougal,

President, Marine Trust Company, Buffalo.
Frank W. Crandall,

President, National Bank of Westfield, Westfield.
N. Y.

W alter W. Schneckenburger, M a n a g in g  D ir e c to r .

A p p o in te d  b y  F e d e r a l  E e s e r v e  B o a rd
James H. McNulty, C h a irm a n ,

President, P ratt & Lambert, Inc., Buffalo, N. Y.
Arthur Hough,

President, Wiard Plow Company, Batavia, N. Y.
John A. Kloepfer,

President, Liberty Bank of Buffalo.

L o c a l  a n d  N a t io n a l  I n t e r e s t

The Board of Directors of each Reserve Bank appoints 
its officers and is responsible for its policy and man
agement, subject to the general supervision of the Fed
eral Reserve Board. A  certain coordination is neces
sary between the 12 Reserve Banks in important matters 
of policy. The law therefore provides that decisions of 
any Reserve Bank as to changes in the discount rate 
must be approved by the Federal Reserve Board. Trans
actions in bankers acceptances and short Government 
securities in the open market are coordinated through a 
committee of Reserve Bank officers appointed by the 
Federal Reserve Board and acting under the approval 
and authority of the directors of those Reserve Banks 
which may from time to time participate in such trans
actions.

Under the terms of the Federal Reserve A ct and cur
rent procedure, the management of the Federal Re
serve System is so designed as to bring to bear upon any 
important question of policy both local and national 
points of view, together with the opinions of men of 
many different occupations and interests.

2 lawyers 
2 railroads 
1 cattleman 
1 contractor 
1 public utilities 
1 mining
1 savings bank officer
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(For the convenience of readers of the Review, an index of contents for 1925 has been prepared 
and may be received by addressing the Federal Reserve Agent, Federal Reserve Bank, New York.)

MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York February 1, 1926

Business Conditions in the United States
P RODUCTION and distribution of commodities 

were in larger volume in December than in No
vember, and the volume of retail trade was larger 

than in any previous month. Wholesale prices declined 
and were close to the level of last spring, which was 
the low point for the year.

P roduction

The Federal Reserve B oard ’s index o f production in 
basic industries advanced 6 per cent in December to the 
highest level in ten months. The rise in this index has 
been nearly continuous since last August, when the 
volume of production was at the low point for 1925., 
In December the production of iron and steel and bi
tuminous coal and factory consumption of cotton in
creased considerably, and the production o f lumber, 
cement, and copper was maintained at relatively high 
levels. The volume of factory employment and pay 
rolls, after increasing during the late summer and 
autumn months, continued practically unchanged in 
November and December, with increases in some im
portant industries offsetting seasonal declines in others 
Building contracts awarded during December were the 
largest recorded for that month and exceeded in value 
those awarded in November, although a seasonal de
crease in building activity usually occurs at that time 
o f the year.

PER CENT PER CENT

Index of 22 Basic Commodities, adjusted for Seasonal Variations
(1919 =  IOO). Latest figure, December.

T rade
Sales at department stores, chain stores, and mail 

order houses in December indicated the largest volume 
of Christmas trade on record. Trade at wholesale de
clined seasonally, but continued larger than last year. 
Stocks at department stores showed less than the usual 
decline in December and were 4 per cent larger at the 
end of 1925 than a year earlier. Freight car loadings 
continued large during December with shipments of 
merchandise and miscellaneous commodities, coke and 
coal particularly heavy.

P rices

The general level of prices, as measured by the whole
sale price index of the Bureau of Labor Statistics, de
clined by about 1 per cent in December and was at the 
end of the year somewhat lower than a year earlier. 
The average of wholesale prices for the year 1925 as a 
whole, however, was the highest in five years and the 
changes in the price level during the year were smaller 
than in any year in more than a decade. Among agri
cultural commodities, the prices of livestock and dairy 
products declined in December, while grain prices ad
vanced. Among non-agricultural commodities the prin
cipal declines were in the prices of cotton goods, paper, 
and rubber, while somewhat higher prices were shown 
for silk, coal, and lumber. In the first three weeks of 
January quotations on hogs, coke, and hardwood lumber 
advanced, while prices of corn, cattle, and rubber 
declined.

PER CENT PER CENT

Index of United States Bureau of Labor Statistics. (1913 =  lOOj
base adopted by Bureau). Latest figure* December,
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Z 2 6

Index of Sales of 3 59  Stores (1 9 1 9  =  1 0 0 ) . Latest figures, 
December.

B a n k  Credit

Changes in the demand for currency have been the 
principal factor influencing the volume of Reserve Bank 
credit in use since the middle of November. During the 
five weeks between November 18 and December 23 the 
Reserve Banks paid out into domestic circulation a net 
amount of about $320,000,000 of currency in the form 
of gold and gold certificates, Federal Reserve notes, and 
other kinds o f money, and during the following four 
weeks the return flow of currency from circulation 
amounted to about $430,000,000. These currency move
ments were reflected in corresponding changes in the 
volume of Reserve Bank discounts for member banks.

A t member banks in leading cities total loans and 
investments, which had increased almost continuously 
during 1925, reached the highest level on record at the 
end of December, but declined by about $200,000,000 
during the first two weeks of the new year. Both the 
increase in bank loans in the latter part of December 
and the decline after the turn of the year were largely 
in loans on securities, particularly at member banks in 
New York City. These changes in the demand for loans 
at member banks were related both to the changes in 
customers ’ currency requirements and to end-of-year 
disbursements by many industrial and financial institu
tions.

Conditions in the money market, which had become 
firmer in the last half of December, were easier in Janu
ary. Rates on bankers acceptances increased following 
the advance in the buying rate of the New York Federal 
Reserve Bank effective January 8, while rates on com
mercial paper showed little change during the period.

Money Market
The month of January in the Second District, as for 

the country as a whole, was marked by the retirement 
of credit and currency called forth by the December 
holiday trade and the heavy financial adjustments that

Cl/RVE 1 MILLIONS OF DOLLARS CURVE 2

M oney In Circulation D ata are Averages of F irst-of-m on th  
Figures and Reserve Bank Credit Data are M onthly  

Averages o f Daily Figures.

center at the year-end. In  this district the effect o f the 
year-end movements was particularly marked owing to 
New Y ork ’s position as the chief financial market and 
custodian o f a large part of the surplus funds o f the 
country. The major features o f these January move
ments in this district may be summarized as follows:

Over $100,000,000 of currency was redeposited in the Federal 
Reserve Bank.

Bank deposits were reduced about $160,000,000, thus releasing 
bank reserves.

About $90,000,000 was transferred to this district from the 
interior.

As a consequence of this decrease in currency and 
credit requirements and movement of funds from  other 
centers member banks in New York City were able to 
repay a large part of their indebtedness at the Reserve 
Bank, and the total of Reserve Bank credit in use 
decreased about $200,000,000.

The diagrams on page 3 show the movement o f 
loans and investments o f the Federal Reserve Bank of 
New York and of the System during November, Decem
ber, January, and February of three years, and illus
trates how the movements in this district parallel those 
o f the country as a whole.

Accompanying the passing of year-end requirements 
and the net import of $9,000,000 in gold, largely from  
Canada, call money rates, which at the close of the year 
had risen to 6 per cent, declined in January to 4 %  and
4 per cent, approximately the levels prevailing in the 
early autumn. Stock market time money conditions were 
also substantially easier, as shown by a decline in rates 
from 4% -5 per cent to 4 % -4%  per cent.

In the commercial paper market supplies were in
creased by the usual first o f the year borrowing, but 
as buying demand was also more active rates showed an 
easier tendency, though remaining generally 4*4-41/2 
per cent. Despite a later reduction in supplies, most 
dealers reported an increase during the month in the 
volume of paper outstanding. During December this 
had fallen an additional 7 per cent to $621,000,000, the
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NOVEMBER DECEMBER JANUARY FEBRUARY

Total Bills and Securities of Federal Reserve Bank of New York.
Latest figure, January 25.

lowest point since the compilation of figures was begun 
in 1918.

Following the advance in the discount rate o f the 
Federal Reserve Bank of New York from  3%  to 4 per 
cent, effective January 8, and an increase also in the 
buying rates of the Reserve Bank, dealers’ rates for 
bills advanced ^  of 1 per cent to 3%  per cent on their 
purchases of 90-day unindorsed bills, and 3%  per cent 
on sales. A t these levels few bills came into the market, 
notwithstanding a continued good demand, and rates in 
some cases eased off %  of 1 per cent, so that the range 
at the close of January was 3% -3%  per cent on offerings 
of 90-day bills.

Security Markets
In the first part of January stocks generally continued 

the firmer tendencies of December, and railroad price 
averages rose to new high levels since 1913, while 
industrial issues recovered close to the high levels of last 
November. Later in the month price movements turned 
irregularly lower.

Corporation bonds continued firmer, accompanying 
easier money conditions and strong January reinvest
ment demand, and price averages advanced to the high
est levels since 1917. United States Government issues 
made net gains of %  to %  a point, and foreign issues 
showed in many cases advances ranging 1 to 2 points.

Offerings of new securities increased substantially in 
January and were the largest since January 1923, an 
unusually high month. Industrial and public utility 
offerings were important elements in the increase and 
included a considerable volume of stock issues.

A t $6,216,000,000 new capital issues for  the entire 
year 1925 were larger than in any previous year and 
$623,000,000 above 1924. Corporate financing amounted 
to $3,607,000,000, an increase of $578,000,000 over 1924. 
Of this group a noteworthy feature was the increase in 
realty issues, which at $715,000,000 for the year com
pared with $333,000,000 in 1924, $251,000,000 in 1923, 
and $91,000,000 in 1920. Foreign issues totaling $1,092,-

Total Bills and Securities of all Federal Reserve Banks.
Latest figure, January 20-

000,000 were slightly larger than in 1924, while muni
cipal and farm loan offerings of $1,517,000,000 were 
slightly smaller than in 1924. The accompanying dia
gram shows new capital issues for the past six years 
according to classes of borrowers. Figures are taken 
from the Commercial and Financial Chronicle and 
exclude refunding issues.

5,593

FOREIGN
MUNICIPAL
&FARM*L0ANS

CORPORATE

19Z0 192.1 1922 1925 1924 1925
New Capital Issues Each Year by Types of Borrowers. Refunding 

Issues Excluded (In millions of dollars)

Foreign Trade
Exports of merchandise valued at $468,000,000 in 

December were about $20,000,000 larger than in Novem
ber 1925 or December 1924 and brought total exports 
for the year to $4,909,000,000, or 7 per cent more than 
in 1924.

Imports for December valued at $394,000,000 were 
$17,000,000 above November and $61,000,000 in excess 
of December last year, so that the total for the year was 
$4,224,000,000, or 17 per cent more than in 1924.

Reflecting the larger increase of imports the export 
balance was reduced from approximately a billion dol
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lars in 1924 to $685,000,000 in 1925 which compares 
with an average of about $500,000,000 annually in the 
years before the war. In 1925 there was a large in
crease over 1924 both in the quantity and value of silk 
and rubber imports, and a decline of $82,000,000 in the 
value of grain exports.

British Foreign Trade for 1925

During 1925 British imports of merchandise showed 
an increase of £45,000,000 to £1,323,000,000, while 
exports declined £13,000,000 to £927,000,000. A t 
£395,000,000 the excess of imports was £58,000,000 
larger than last year, and the highest since the abnormal 
war and post-war trade balances of 1917,1918, and 1919.

In considering the significance of this import balance, 
allowance should be made for the growth in the total 
volume of foreign trade. While the actual excess o f 
imports rose to high levels in 1925, a computation of 
the percentage excess o f imports over exports indicated 
that this figure was not unusually high as measured by 
the levels prevalent in many years before the war. This 
is reflected in the diagram at the foot o f the page, 
which shows both the actual and percentage excess of 
imports over exports each year since 1870.

In addition to the merchandise figures, allowance 
should be made in computing the trade balance for 
movements of gold and silver, and for large invisible 
exports in the form of shipping, insurance, and bank

niLucms of 
£

7 0 0

ing services, foreign investments, etc. Taking into con
sideration all accounts, the British Board o f Trade has 
estimated for 1925 a favorable trade balance o f £28,- 
000,000 against £63,000,000 in 1924, and £153,000,000 
in 1923.

Foreign Exchange

During January sterling rose to $4.86%, the highest 
since December 1914. This movement was in keeping 
with the normal seasonal tendency, which is upward at 
this period of the year, when the heaviest fall com
modity shipments have been completed. The following 
diagram compares the course of sterling during the past 
year with the average annual fluctuation over the period 
from 1889 to 1919, and indicates how closely the move
ment in recent months has conformed to the usual 
seasonal tendency.

French francs, after advancing slightly during the 
first half of the month, reacted to 3.71 cents. Belgian 
francs continued steady at 4.54 cents and lire at 4.04 
cents. Danish and Norwegian currencies retained their 
gains and rates on other important European countries 
showed little change.

The Japanese yen continued to rise, and at 45 cents 
reached the highest point since February 1924. Argen
tine and Brazilian quotations also advanced, but Cana
dian rates, with the passing of the principal export sea
son, declined further to a discount of %  of 1 per cent, 
which led to substantial shipments of gold to New York.

PER CENT. 
1 4 0
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British Foreign Trade. Actual Excess of Merchandise Imports over Exports each year, and Percentage Excess
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Course of Sterling Exchange in 1925-26 Compared with Average 
Monthly Movement in 1889-1919.

Gold Movement
Following small gold movements in December ap

proximately $11,000,000 of gold was imported at New 
York from Canada during the first 27 days o f January. 
This movement, which accompanied the decline in 
Canadian exchange, marks the return o f a part o f the 
36 millions net shipped to Canada from  New York dur
ing October and November. Other gold imports at 
New York during January were about half a million 
dollars, and exports amounted to only $2,600,000, con
sisting chiefly of small shipments to South America and 
the Far East.

For the year 1925, gold imports into the United States 
totaled $128,000,000, of which $49,000,000 was from 
England, $33,000,000 from Canada, $11,000,000 from 
Japan, and $10,000,000 from  Holland. Exports totaled 
$263,000,000, including $68,000,000 to Germany, $59,- 
000,000 to British India, $46,000,000 to Canada, and 
$27,000,000 to Australia. A t $134,000,000 the export 
balance was the first shown since 1919, and followed a 
net gold import since that year o f $1,553,000,000, and 
since 1914 of $2,400,000,000.

Building
Building activity was maintained at an unusually 

high level in the final month of 1925. The F. W . Dodge 
Corporation reported December contracts awarded in
36 states 56 per cent larger than those o f a year pre
vious, and for the year 30 per cent larger than in 1924. 
December permits issued in 391 cities were 15 per cent 
larger than in 1924, and the total for 1925 was 19 per 
cent larger, according to S. W . Straus & Company.

In the New York and Northern New Jersey district, 
despite the winter season, contracts awarded in Decem
ber were the largest ever reported and were more than 
double those of December 1924. Part o f the increase 
was due to subway contracts in New York City, but 
residential contracts were larger than in any previous 
month, and commercial building continued substan
tially larger than a year previous.

The rapid increase in New York City building in the 
last four years has been paralleled by an equally rapid 
expansion in suburban building, as shown by the accom
panying diagram comparing permits in New York City

Monthly Building Permits in New York City and in 20 Sabmrban 
Cities. New York City figures divided by 10.

(Latest figures December)

with those reported for 20 suburban localities by S. W . 
Straus & Company. For 1925 the total for the 20 
suburban cities was 57 per cent greater than in 1922, 
compared with an increase o f 60 per cent in New York 
City. Moreover, at $184,000,000 the 1925 total for these 
suburban cities was larger than for  any city o f the 
United States excepting only New York and Chicago, 
and added to the billion dollars recorded for  New York 
City alone brought the total reported permits for the 
city and suburbs to an amount equaling approximately 
one-quarter o f all reported permits for  the United 
States.

The following table from the Straus reports compares 
permits for the city and suburbs and for the entire 
country during 1924 and 1925.

(In thousands of dollars)

1924 1925
New York City............................................................... 837,662

157,928
1,030,655

183,76020 Suburban Cities near New York C ity ....................
Total............................................................................ 995,590 1,214,415
391 Cities..................................................................... 3,740,791 4,451,960

Wages and Employment
Accompanying active trade and manufacturing, wages 

continue at high levels within the district. The hiring 
rate for unskilled labor reported to this bank by repre
sentative employers averaged slightly higher on January 
1 than on July 1, and was practically the same as at the 
high point of 1923. A  seasonal reduction in labor turn
over was noted in some localities, and longer hours were 
reported by a few employers, apparently representing a 
return to winter schedules.

Average weekly earnings of factory workers in New 
York State advanced to $29.05 in December, which is 
slightly above the previous high level reached in 1920, 
as the accompanying diagram shows, and is more than
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a dollar above the highest weekly earnings of 1923. 
This high level of earnings during recent years accom
panies greatly increased per capita output of workers 
and has been distributed rather generally throughout 
the manufacturing industries. The principal exceptions 
are industries such as textiles, which have been de
pressed during a considerable part o f the past two years.

PER CENT.

Changes in Average Weekly Earnings of Factory Operatives in 
New York State and Wages of Unskilled Labor. Latest 

figures, December. 1914 Av. =  100 Per cent.

Production
Production in important industries continued to 

expand in December, after allowance for the effect of 
Christmas and other seasonal factors. Mill consump
tion of cotton, amounting to 575,000 bales, was the 
largest since A pril and only slightly below the com-

(Computed trend of past years=100 per cent)

1924 1925

Dec. Oct. Nov. Dec.

Producers’ Goods
Pig iron...................................................... 92 89 90 98
Steel ingots................................................ 112 104 110 123
Bituminous coal....................................... 98 106 110 118p
Copper, U. S. mines................................. 102 104 104r 102
Tin deliveries............................................ 75 101 118 109
JSinc............................................................ 105 113 111 113
Petroleum.................................................. 116 119 119
Gas and fuel oil........................................
Cotton consumption.................................
Woolen m il activity*..............................

107
92

100

103
91
94

100
95
93r

‘98 
84 p

Cement...................................................... 126 126 123r 125
Lumber...................................................... 110 110 102 115P
Leather, sole............................................. 87 79 73
Silk consumption*.................................... 105 136 121 i22

Consumers' Goods 
Cattle slaughtered.................................... 109 109 93 108
Calves slaughtered.................................... 131 117 104 132
Sheep slaughtered..................................... 103 95 89 104
Hogs slaughtered..................................... 119 102 85 80
Sugar meltings, U. S. ports.....................
Wheat flour...............................................

85
101

122
95

99
83

184
97

Cigars......................................................... 100 115 105 98
Cigarettes.................................................. 84 71 71 82
Tobacco, manufactured........................... 98 106 96 100
Gasoline..................................................... 124 132 133
Tires........................................................... 141 116 120
Newsprint.................................................. 106 118 120r i20
Paper, total............................................... 102 87 90 95
Boots and shoes........................................ 98 lOOr 88 96p
Anthracite coal......................................... 88 ** ** **
Automobi’e, all......................................... 97 169 166r 137
Automobile, passenger............................. 92 179 175 138
Automobile, truck.................................... 118 128 130 132

puted trend, or normal, while silk mill activity continued 
substantially above normal. Cement and zinc output 
was also at high levels and further advances occurred 
in the indexes of pig iron, steel ingot, and bituminous 
coal production.

Contrasting with activity in the cotton and silk indus
tries, woolen mill operations showed a considerable 
decline in December, and at 84 per cent of estimated 
normal, were the lowest since last summer. The forego
ing table shows this bank’s indexes of production in 
leading industries in percentages of the computed trend, 
after allowance for seasonal variation.

Indexes of Business Activity

General business and trade activity continued at a 
high level in December. Bank debits in 140 centers, 
outside of New York City, which closely reflect trade 
changes, were 10 per cent above a year ago, notwith
standing the suspension of many lines of business for 
three consecutive days during Christmas week. For 
the entire year 1925 the increase over 1924 in debits 
in these centers amounted to over 12 per cent, and 
carried the totals to levels exceeding even those of 1919 
and 1920, when the level of prices was much higher. 
The accompanying diagram, comparing the figures for 
five years, reflects the steady growth of business during 
this period. While prices have been a factor in these 
increases, a comparison of the rise o f debits and general 
prices from year to year would show that prices have 
not been the major factor.

BILLIONS
OF DOLLARS

*=Seasonal variation not allowed for.
p =Preliminary
r=Revised

**=Strike

Monthly Bank Debits in 140 Clearing Centers outside o f New 
York City during 1921-1925

Other indexes of business activity, such as railway 
traffic, retail trade, and factory employment, likewise 
continued at high levels in December. The table on 
page 7 gives this bank’s indexes of business activity in 
percentages of the computed trend, after allowance for 
seasonal variation and, where necessary, for price 
changes.
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(Computed trend of past years =100 per cent)

Primary Distribution
Car load:nga, merchandise and raise.......
Car loadings, otbsr...................................
Wholesale trade, Second District...........
Exports......................................................
Imports......................................................
Grain exports,...........................................
Panama Canal traffic...............................

Distribution to Consumer
Department store sales, Second District.
Chain store sales.......................................
Mail order sales.......................................
life insurance paid for.............................
Real estate transfers................................
Magazine advertising...............................
Newspaper advertising.............................

General Business Activity 
Bank debits, outside of New York City.
Bank debits, New York City..................
Bank debits, 2nd Dist. excl. New York

City........................................................
Velocity of bank deposits, outside of New

York City.................... .........................
Velocity of bank deposits, New York

City........................................................
Shares sold on New York Stock Ex

change*..............................................
Postal receipts.......................................
Electric power.......................................
Employment, N. Y. State factories...
Business failures...................................
Building permits r................................

1924

Dec.

102
108
99
89

108
93120

100100
125
117
114
98
96

104
116

100
92

107

246
103
107
97111

149r

1925

Oct.

103
94 
94r
95

118
48
85

106
99

128
116
113j>
106100

112121
110
102
123

307
104112r100
97

178r

Nov.

106
104
9186120
40
91

99

116112
109102

111
125

107

103

125

279
99

108 100 102 
166r

Dec.

106
106
97
89p

122p
47

100102
134
113

i02
97

109
123

100
101
124

245
108

100101 
160r

Commodity

Groceries.............................
Men’s clothing...................
Women’s dresses................
Women’s coats and suits. .
Cotton goods—Jobbers----
Cotton goods—Commission
Silk goods...........................
Shoes.......................................
Drugs...................................
Hardware............................
Machine tools.....................
Stationery...........................
Paper...................................
Diamonds...........................
Jewelry................................

Weighted Average..........

Net Sales 
Percentage Change

Stock at end of month 
Percentage Change

Dec. 1925 
from 

Nov. 1925

— 10.9
—25.2 

+119.3 
—31.3 —10.2 
+  8.7 
+  4.2 
+13.7  — 2.0
— 0.3 
+ 0.4 
+10.4  
+  3.2
— 9.5
— 0.4

Dec 1925 
from 

Dec. 1924

— 0.6 
— 0.9 
+  0.3 —20.2 
—10.9 
— 15.5 
+  17.3 
+16.6 —10.2 
+  3.8 
+18.5 
+16.0 
+  7.1 
— 16.1 +12.1

5.8 +  0.6 +  1.4

Year 1925 
from 

Year 1924

— 2.5 
+  5.7
— 3.1
— 8.5— 1.1 
+  9.0 
+22.7  
+  3.4
— 5.7 
+  1.4 
+23,0  
+  3.4 + 1.2 
+  7.0— 2.0

Dec. 1925 
from 

Nov. 1925

+  3.1

-12.8
— 4.1*— 8.1

-12.7

-13.0

— 1.6 
— 0.7

—10.6
+35; 3* 
+13.7

— *2!3

+  0.7
—  5.8

Department Store Trade
Final reports on department store sales in December 

confirm preliminary figures reported last month of an 
8 per cent increase over December 1924, the previous 
high mark. Total sales for 1925 showed a 5y2 per cent 
increase over 1924, compared with a 4%  per cent gain 
during 1924 over 1923. Apparel store sales in Decem
ber were 10 per cent larger than a year previous, and 
total sales for the year showed an increase o f about 
6 per cent.

*=Seasonal variation not allowed for. 
2>=Preliminary 
r = Revised

Wholesale Trade
Wholesale trade in this district averaged slightly 

larger in December than a year previous, and total sales 
for the year were 1.4 per cent above last year, due 
largely, however, to the substantially higher level of 
prices.

During December stocks o f merchandise were reduced 
from November in most lines except groceries, where the 
total, however, was smaller than in December last year. 
Other lines also generally reported stocks on hand at the 
end of the year to be about equal to or smaller than at 
the end of 1924, except silk goods and shoes, in which 
stocks were reported larger than last year.

Net
Sales

Percentage
Change

Stock 
on hand 

Percentage 
Change

Annual Rate 
of 

Stock 
Turnover

Dec.
1925
from
Deo.
1924

Year
1925
from
Year
1924

Dec.31 
1925 
from 

Dec.31 
1924

Year
1925
from
Year
1924

1924 1925

+  8.0 
+  3.9 
+  7.6 
+  2.5 
+10.9  
+11.1 
+  6.6 
+  0.2 
+  3.0 
+  6.7 
+10.1 
+  5.7 
+10.7

+  5.7 
+  2.9 
+  8.4 
+  0.9 
+  7.3 
+  5.2 
+  3.2
— 4.1
— 0.8 
+  1.7 
+  7.6 
+  7.1 
+  2.4

+  5.0 
+  1.0 
+  0.6 
+  1.9 
+13.2  
+  5.3 
+  5.0

+  3.7 
+  1.4
+  4.5 
+  2.6 
+  5.5 
+  4.9 
+  0.3

4.2
3.2
3.5
3.5 
4.0
3.2 
2.4

4.3
3.3 
3.7
3.4
4.1
3.2
2.5

Rochester.............................................

Elsewhere.............................................
Northern New York State............
Central New York State..............
Southern New York State.............
Hudson River Valley District.......
Capital District...............................
Westchester District.......................

All department stores......................... +  7.9 +  5.5 +  5.4 +  3.5 3.9 4.0

Apparel stores..................................... +10.4
+13.5

+  5.7 
+12.8

— 7.9 0 4.8 5.0
Mail order houses...........................

Large increases in December sales compared with 
those of a year previous were reported in a wide variety 
of lines, including m en’s clothing and furnishings, 
hosiery, shoes, furniture, luggage and leather goods, 
and toys. In silk goods, books and stationery, and 
radio sets, however, the gains were somewhat smaller 
than in recent months. A  feature of business in 
women’s clothing, both for December and for the year, 
was an increase in sales of dresses and a decrease in 
sales of suits. The following table shows the percentage 
changes in total sales and stocks by major departments, 
both for December and for the entire year.

Dec. 1925 
from 

Dec. 1924

♦Stock at first of month—quantity not value.

Net Sales 
Percentage Change

Stock on Hand 
Percentage Change

Dec. 1925 
from 

Dec. 1924

Year 1925 
from 

Year 1924

Deo. 31, 1925 
from 

Deo. 31, 1924

Year 1925 
from 

Year 1924

Cotton goods............................. +  2.6 +  5.4 +  5.4 +  6.3
Silks and velvets....................... +  2.6 +10.8 — 6.4 — 3.8
Woolen goods............................
Men’s and Boys’ wear..............

—21.0 — 9.7 +  5.2 — 1.3
+16.3 +  7.2 +  3.0 +  6.1

Men’s furnishings......................
Women s and Misses’ ready-to-

+12.3 +  9.4 +  1.9 +  8.5

wear ........................................
Women’s ready-to-wear access-

+  8.5 +  8.9 — 5.2 +  0.4

+  7.2 +  2.9 — 4.9 — 1.6
+10.5 +  9.3 +10.2 +  4.5
+18.0 +10.7 +  5.2 +11.9
+12.1 +12.3 +16.5 +  4.0

Home furnishings...................... +  5.1 +  7.4 +  4.5 — 0.8
Linens and handkerchiefs......... +  6.9 +  7.8 — 0.9 +  2.5
Toilet articles and drugs..........
Silverware and jewelry.............

+  9.5 +10.2 +  5.0 +  9.4

Luggage and other leather....... +  4.8 +  4.5 +  4.2 — 1.3
+12.2 +11.1 +27.0 +  7.9

Books and stationery................ +  4.2 +  8.2 +23.8 +  8.8
Toya and sporting goods.......... +10.8 +14.9 +18.6 +  1.6
Musical instruments and radio +  7.1 +51.0 +  2.0 — 2.5
Miscellaneous............................ +11.5 — 1.2 — 3.9 — 3.4
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Total production and business activity was greater 
in 1925 than in any previous year. Even after allow
ance for normal growth, the volume of business appears 
to have been greater than in any year since the war.

The diagram below compares 1925 production in vari
ous lines with that o f 1924. Crop yields averaged only 
slightly larger than in 1924, and the total value esti
mated on the basis o f December 1 prices by the Depart
ment of Agriculture was $9,615,000,000, compared with 
$10,162,000,000 in 1924. Price declines more than offset 
the effect o f larger yields o f corn and cotton and the 
partial failure o f the wheat crop was not fully  com
pensated for by a rise in prices. Higher livestock values, 
however, appear to have offset the smaller return from  
crops.

Production of metals and minerals, excepting anthra
cite coal, was generally larger than in 1924. Steel ingot 
production totaled over 45,000,000 tons, or 80 per cent 
of theoretical capacity, and was larger than in any 
previous year, while pig iron output totaled nearly 
37,000,000 tons, or 75 per cent of capacity. Increased 
production of coke, fuel oil, and bituminous coal un
doubtedly was due partly to the anthracite strike. The 
larger output of gasoline reflects the further expansion 
of motor car use. Cement production exceeded even the 
very high level of 1924.

Silk and rayon manufactures and automobile and tire 
production showed the largest gains among the manu
facturing industries. Passenger vehicle production was

Production and Trade in 1925

CROPSCORN BARLEY COTTON CROP BUCKWHEAT TOBACCO RICE OATS APPLE HAY WHEAT 
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substantially larger than in 1924, but was only slightly 
larger than in 1923, while motor truck production was 
much higher than in any previous year, and more than 
one-fourth greater than in 1923. The relatively small 
demand for railroad equipment is reflected in a decrease 
in locomotive shipments, and the small wheat crop and 
curtailed livestock production resulted in reductions in 
wheat flour milling and animal slaughtering.

Indexes of distribution and general business activity 
were higher than in either 1924 or 1923 as the following 
table shows. A  large increase in imports reflected the 
increased raw material requirements of manufacturing 
industries, and exports were larger than in 1924, despite 
the decline in grain exports. Chain store and mail order 
business was greatly expanded, and department store 
sales increased, especially in the latter half of the year.

Active trade conditions, larger corporation earnings, 
and relatively low money rates were reflected in the high 
level of speculative activity and in a large increase in 
new incorporations and new security offerings. Build
ing activity was greater than ever before, and a high 
level of general business activity is shown by the volume 
of bank debits.

1923 1924 1925
Distribution

Chain grocery store sales (dollars).............. 88 100 121
Imports, U. S. (dollars)................................. 105 100 117
Life insurance (dollars)................................. 93 100 114
Mail order house sales (dollars)................... 93 100 113
Chain store sales (excl. groceries)............... 90 100 112
Freight ton mileage....................................... 107 100 107
Exports, U. S. (dollars)................................. 91 100 107
Department store sales, 2nd distriot (dollars) 96 100 105
Magasine advertising.................................... 97 100 104
Newspaper advertising.................................. 100 100 104
Wholesale trade, 2nd district....................... 105 100 101

General Business Activity
Shares sold on N. Y. Stock Exchange......... 84 100 161
Gra:n future sales in Chicago....................... 78 100 145
Stock Corp. formed in New York State.. . . 100 100 126
New Corporate Financing (dollars)............. 84 100 123
Bank debits, New York City (dollars)........ 90 100 119
Building permits (dollars)............................. 96 100 118
Bank debits outside New York City (dollars) 99 100 112
Postal receipts (dollars)................................
Business failures.............................................

95 100 109
97 100 96

Cotton future sales........................................ 114 100 85

The table which follows gives this bank’s index of the 
total volume of trade during the past seven years after 
allowance for trend of growth and, where necessary, 
for price changes. Included in this index are the items 
referred to in the preceding paragraphs, as well as 
other series representing production and distribution in 
various forms. Of the component groups of the index, 
that representing financial activity, which includes 
speculation, new security issues, etc., showed a particu
larly large increase, but production and general business 
activity were also substantially above normal.

(Computed trend of past years=100 per cent)

Productive aotivity..............
Distribution..........................
Financial activity.................
General business activity. . .

Total volume of trade___

1919

103
119
105

104

1920

97101
105100
101

1921

83
96
93
94

92

1922

101
99

113
103

101

1923

115
103 112
104

108

1924

107102
126
104

105

1925

113
104
171112
111

Production in 1925 Compared with Production in 1924.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank9 New York March 1, 1926

B u sin ess  C o n d it io n s  in  th e  U n ite d  S ta tes

I NDUSTRIAL activity in January was in slightly 
smaller volume than in December, and the distri
bution of commodities showed a seasonal decline. 

The level of prices remained practically unchanged.

P rodu ction

The Federal Reserve Board’s index of production in 
selected basic industries was about 1 per cent lower in 
January than in December. The output of iron and 
steel, copper, and zinc increased, while activity in the 
woolen and petroleum industries declined, and mill con
sumption of cotton, the cut of lumber, and bituminous 
coal production increased less than is usual at this season 
of the year. Automobile production, not included in the 
index, was slightly smaller than in December, but con
siderably larger than in January 1925. Factory employ
ment changed but little in January, but the earnings of 
workers decreased considerably owing to the closing of 
plants in most industries, at the opening of the year for 
inventory-taking and repairs. The volume of building 
contracts awarded in January, although seasonally less 
than in December, exceeded that of any previous Jan
uary on record. Contracts awarded were particularly 
large in the New York and Atlanta districts.

T rade

Sales of department stores and mail order houses 
showed more than the usual seasonal decline in January,

PERCENT p e r c e n t

Index o f 22 Basic Commodities, adjusted for Seasonal Variations
(1919 =  100). Latest figure, January.

but were larger than in January of last year. Wholesale 
trade declined considerably and was in smaller volume 
than a year ago. Stocks at department stores showed 
more than the usual increase in January and were about
11 per cent larger than at the end of January 1925. 
Freight car loadings declined in January and the daily 
average for the month was approximately the same as 
one year earlier.

P rices

Wholesale prices, as measured by the index number 
of the Bureau of Labor Statistics, remained practically 
unchanged from December to January. By groups of 
commodities, prices of grains, coke, and paper and pulp 
increased, while dairy products, cotton goods, bituminous 
coal, and rubber declined. In the first three weeks of 
February there was a decline in the price of grains, and 
following the settlement of the strike in the anthracite 
region, a drop in the prices of bituminous coal and coke. 
Price advances were shown for refined sugar, copper, 
and petroleum.

B a n k  C redit

A t member banks in leading cities the seasonal decline 
in the demand for credit, which began at the turn of the 
year, came to an end toward the close of January, and 
in the early part of February the volume of loans and 
investments at these banks increased considerably. The 
increase was largely in loans for commercial purposes, 
which after declining almost continuously from their

Index o f United States Bureau of Labor Statistics. (1913 — 100;
base adopted by Bureau). Latest figure, January.
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Weekly Rates in New York Money Market. Commercial Paper 
Rate on 4- to 6-Months Paper and Acceptance 

Rate on 90-Day Paper.

seasonal peak early in October, advanced by more than 
$50,000,000 in February.

The growth in the commercial demand for credit 
throughout the country, together with some increase in 
currency requirements, was reflected in a withdrawal of 
funds from the New York money market and was a 
factor in the increase in the demand for Reserve Bank 
credit after the end of January. Reserve Banks’ holdings 
of bills and securities increased by about $66,000,000 
between January 27 and February 17.

As the result of the withdrawals of funds from New 
York the rates on call loans became somewhat firmer in 
February, but commercial paper rates were slightly 
lower.

Money Market
Money market changes in February reflected largely 

the usual seasonal tendencies. As spring needs of busi
ness for credit and currency arose in various parts of 
the country, funds were drawn from the New York 
market, money rates stiffened, and member banks in 
New York City found it necessary to increase their bor
rowings from the Federal Reserve Bank.

Evidence of the transfer of funds to the interior may 
be seen in a reduction of the gold reserves of the Fed- 
ral Reserve Bank of New York from $1,031,000,000 on 
January 20 to $910,000,000 on February 17. Much of 
this difference represents the transfer of funds to other 
districts through the gold settlement fund, as a conse
quence of commercial and bank transactions between 
this and other districts, which presumably represent 
largely the withdrawal of funds from New York for 
use in spring manufacture and trade. An indication 
o f the use of these funds is found in an increase in 
commercial loans o f reporting member banks in other 
districts, and an increase in currency in circulation 
throughout the country between the middle of January 
and the middle of February amounting to about 
$40,000,000.

Monthly Averages of W eekly Figures for Member Banka in 101 
Leading Cities. Latest Figures are Averages for 

Three W eekly Report Dates in February.

This withdrawal of funds to other districts impaired 
the reserves of member banks and made it necessary 
for them to borrow from  the Reserve Bank in order to 
maintain their reserves at the required figures. As a 
consequence the rediscounts and advances o f the Fed
eral Reserve Bank of New York increased nearly $100,- 
000,000 between January 27 and February 17.

Changes in money rates during this period reflected 
the same tendencies. Call money rates reflected simul
taneously with the increase in Federal Reserve redis
counts the need of member banks for replenishing their 
reserves, and the prevailing call loan rates during the 
first three weeks in February were 4%  to 5%  per cent 
as compared with 4 per cent in the latter part of 
January. Brokers’ time loans also advanced slightly 
to 4%  per cent. Commercial paper rates and bankers 
acceptance rates, which usually reflect somewhat more 
slowly any changes in money conditions, remained 
steady in February at 4%  per cent for prime commer
cial paper and 3%  per cent for ninety-day acceptances.

Commercial paper dealers which report each month 
to this bank their outstanding commercial paper re
ported a total on January 31 of $654,000,000, a figure
5 per cent larger than the amount reported one month 
previous. The increase is in accordance with the usual 
seasonal tendencies. The present volume of paper out
standing is 20 per cent less than a year ago. During 
February there was some indication of a further in
crease in the amount of borrowing through the com
mercial paper market.

The accompanying diagrams indicate the extent to 
which the changes in the money market during the 
past month have been seasonal in nature. The left- 
hand diagram showing the total holdings of bills and 
securities by the Federal Reserve Bank of New York 
indicates that the increase in such holdings between the 
latter part of January and the middle of February was 
somewhat larger than in the two preceding years, but 
that the general movement is in accordance with past
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MILLIONS 
OF DOLLARS

Total Bills and Securities of Federal Reserve Bank of New York.
Latest figure, February 22.

experience. The present level of bill and security hold
ings of the Reserve Bank is about the same as early 
in December.

The diagram at the right showing the movement of 
the call loan rate shows a similar situation. The up
ward movement of rates in the past month has been 
normal and the current level is close to that of early 
December.

Loans to Brokers and Dealers
A t the request of the Federal Reserve Board the 

weekly reports made by member banks in New York 
City to the Federal Reserve Bank have been extended 
to include figures showing the loans to brokers and 
dealers secured by stocks and bonds made by 61 New 
York City reporting member banks for their own ac
count and for the account o f others. These figures 
were published for the first time in the February Fed
eral Reserve Bulletin and are now made public in the 
weekly press statement.

The addition of this item to the weekly statement is 
in accordance with the policy which the Federal Re
serve System has pursued of extending from  time to 
time the scope of the information currently made public 
on credit and business conditions.

The following table gives the figures reported by the 
banks for each week since the beginning of the year. 
The total amount of these loans has shown little net 
change since the first week of the year, but there has 
been a change in the character of the loans. Loans by 
New York City banks for their own account have been 
reduced 180 millions since January 6 and loans placed 
for out-of-town banks and others have increased by 
about the same amount. It is probable that this change 
is largely accounted for by the movements which were 
taking place over the first of the year. A t that time 
there was a considerable flow of funds from New York 
to the interior to meet year-end requirements and it is 
probable that out-of-town funds were thus withdrawn 
from the money market and that New York City banks

NOVEMBER DECEMBER. JANUARY FEBRUARY

Call Loan Renewal Rate by Days.

were called upon to make advances to fill the need thus 
created. The change which has followed since the early 
part of the year is probably a readjustment from the 
unusual situation at that time.

Loans to brokers and dealers secured by stocks and bonds 
(In millions of dollars)

1926
For
own

account

For account 
of out-of- 

town banks
For account 

of others Total

1,338 1,239 564 3,141
13............................ 1,267 1,292 573 3,132
20............................ 1,232 1,306 593 3,131
27............................ 1,201 1,287 610 3,098

Feb. 3 ........................... 1,222 1,280 590 3,092
10........................... 1,199 1,340 598 3,137
17........................... 1,159 1,354 626 3,139

Simultaneously with the collection and publication of 
these reports from New York City banks the New York 
Stock Exchange arranged to receive from its members 
at the close of each month the amounts they are borrow
ing in New York City. There will thus be made avail
able reports by both lenders and borrowers showing the 
amount of loans to brokers and dealers on stocks and 
bonds. The first report by the Stock Exchange for 
January 30 showed that Stock Exchange members were 
borrowing $3,043,000,000 from  New York City banks 
and trust companies, and $470,000,000 from private 
bankers and others, or a total of $3,513,000,000. This 
total is larger than the figures reported by the member 
banks in New York City because it includes loans placed 
directly by private bankers and others who do not re
port to tbje Federal Reserve Bank.

Security Markets
Representative price averages of industrial stocks ad

vanced early in February to new high levels, about 3 
points above those of last November, but later in the 
month price movements became irregular and trading 
diminished somewhat in volume. Railroad shares were 
comparatively steady at about 2 to 3 points below the 
high levels of early January.
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High grade corporation bonds continued strong, and 
price averages again attained new high levels since 1917. 
The United States 3%  per cent Liberty bonds rose %  
of a point to a new high level for the year but other 
Government issues were steady. In a generally firm 
foreign list, South American issues were particularly 
strong.

The volume of new financing declined in February 
from the exceptionally large January total, but was 
nearly as large as in February 1925. The largest 
offering was $75,000,000 of serial bonds and corporate 
stock of the City o f New York, which, for the longer 
maturities, were sold on a 4.15 per cent basis as com
pared with a 4.05 per cent basis for the similar issue 
of last May. Other offerings included a $50,000,000 
issue of automobile finance company notes, a $40,000,- 
000 Canadian Government refunding loan, and a con
siderable number of industrial and public utility stock 
and bond issues.

F o r e ig n  F in a n c in g

The number of foreign security offerings was fairly 
large during January and early February, but in the 
absence of any very large issues the totals were below 
the 1925 monthly average. As in recent months the 
proportion of corporate issues continued large. In 1923 
and 1924, by far the larger part o f the offerings was 
governmental issues, but more recently issues by for
eign corporations have been an increasingly important 
element. This change is illustrated by the accompany
ing diagram, which shows by quarters the average 
monthly totals divided between government and cor
poration issues.

■  CORPORATE 
□  50VERNMENT
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15 16 J7
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Exports, on the other hand, valued at $399,000,000, 
were $69,000,000 less than in December and $47,000,000 
less than in January 1925. This January excess of 
imports over exports constituted the first unfavorable 
trade balance for January in any year since 1893, and 
the seventh import balance in the last three years, 
following an uninterrupted export balance in every 
month from  the end of 1914 to the end of 1922.

The tendency in recent months toward an unfavor
able balance o f foreign trade appears to be due partly 
to the large raw material requirements of our indus
tries, and partly to the smaller need of European 
countries for grain from  this country. Important fac
tors in the heavy imports in January, as in other recent 
months, were the large receipts o f rubber and silk, 
while the principal reductions in exports compared 
with a year previous were in cotton and grain ship
ments. The decline in cotton exports appears to be 
due, at least in part, to unusually heavy shipments 
early in the season. Grain exports, however, have been 
consistently smaller than a year ago for several months.

The accompanying diagram shows the dollar value 
o f our exports of grain and raw cotton since the be
ginning of the war. It appears that with the gradual 
revival o f agricultural production in Europe since 1921, 
our exports o f grain have tended to decline, except 
following the poor European crops of 1924, while the 
consumption of raw cotton from this country has 
steadily increased.

WCJJARTERSa51- 3R0 4™ isr. gu 3R0 4TH 1ST- 2"£> 3W.4T* JÂ
1923 ‘ 1924 1925 ' ~: 19£6 ~

Average M onthly Am ount of Foreign Securities* Governmential and 
Corporate, Sold in the United States in Each Quarter 

of the P ast Three Years and in January 1926  
(In  M illions of Dollars.)

F o r e ig n  T r a d e

Merchandise imports in January were valued at 
$414,000,000, which is a total $17,000,000 larger than 
in December, and the largest monthly total since 1920.

Exports o f Cotton and Grain and Grain Products from  the 
United States, 1915 to 1926.

F o re ig n  E x c h a n g e

The most striking movement in the foreign exchange 
market during February was the continued advance 
of the Japanese yen, which reached 46.38 cents on the 
17th, the highest quotation in two years.

The accompanying diagram shows the course o f yen 
exchange in recent years. On August 31, 1923, the day 
preceding the great earthquake, the yen was quoted at 
48.94 cents. Under pressure o f importations of enor
mous quantities of reconstruction materials, the ex
change fell steadily until December 5, 1924, when it 
reached the low point o f 38.13 cents. The recovery that 
has occurred since that time has accompanied a decline 
in imports, a substantial increase in exports, and some 
shipments of gold to the United States by the Govern
ment. The recent sharp advance, however, is attributed 
by the Japanese Minister of Finance to speculation. 
His statement as cabled to New York is as follow s:
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“ The Government's attitude toward the lif t in g  of the 
gold embargo is, as often has been declared, to avoid as 
fa r as possible any artificial means for the recovery of 
the price of yen, but to have i t  naturally improved by 
means of rehabilitation of our economic world and im
provement of our trade balance.

4‘ The time of our return to the gold standard w ill be 
when our exchange thus recovers close to par and when 
we consider that the lif t in g  of the gold embargo w ill 
neither disturb seriously our economic world nor result 
in sudden withdrawals of gold from Japan. We w ill not 
l i f t  our gold embargo because of the temporary unnatural 
recovery of the yen caused by speculation. The sudden 
rise of exchange is not desirable, as i t  disturbs our market 
and our foreign trade.

“ We wish the aforesaid attitude of our Government 
to be clearly understood, so that a more conservative at
titude w ill be taken and we w ill see a stabilized movement 
of our exchange rates. ”

CENTS

Course of Japanese Exchange at New York, 1914-1926.

Sterling reached a new post-war high of $4.8656 at 
the beginning o f February, reacted slightly, and there
after fluctuated within narrow limits near $4.86. 
French francs continued to decline, touching 3.55 cents 
on the 20th o f the month. Belgian and Italian rates 
continued steady. The advance in Norwegian and 
Danish kroner was resumed, the former reaching 21.75 
cents, and the latter 26.18, which is the highest quota
tion since January 1919.

The discount on Canadian funds increased to almost 
half a cent, and there was a further movement of gold 
from  Canada amounting to $7,000,000.

G o ld  M o v e m e n t

In January a net gold import of $16,300,000 was re
ported for  the country as a whole, the largest import 
balance since last October. Total imports in January 
amounted to $19,300,000, o f which $17,800,000 came 
from Canada, accompanying the decline in Canadian 
exchange. Exports were $3,000,000, one-third of which 
went to the Straits Settlements.

The largest gold import in the first twenty-three days 
o f February was $10,000,000 from  the new Banco Cen
tral de Chile, which is permitted to include in its re
serves earmarked gold held abroad and deposits in 
London and New York payable in gold, and to redeem 
its notes at its own option in gold coin, gold bars, or 
drafts on London or New York payable in gold. Ship
ments of $7,000,000 were also received from Canada, 
bringing imports from  Canada this year to nearly $25,- 
000,000, or more than half o f the $43,000,000 gold 
shipped to Canada in October and November. Exports 
in February have been small and the month to date 
shows a net import of $15,400,000 for the Port o f New 
York and Canada.

Excess of

1925 Imports Exports Imports Exports

January............. $ 5,037,800 
3,602,527 
7,337,322 
8,869,883 

11,392,837 
4,426,135

$73,525,943
50,599,708
25,104,416
21,603,945
13,389,967
6,712,480

$68,488,143
46,997,181
17,767,094
12,734,062
1,997,130
2,286,345

February...........
March................
April...................
M ay ....................

10,204,112 4,416,452 $ 5,787,660
4,861,736 2,135,690 2,726,046

September. . . . 4,128,052 6,784,201 2,656, i49
50,740,649 28,039,190 22,701,459
10,456,115 24,360,071 13,903,956
7,216,004 5,967,727 i,248,277

1926
19,351,202 3,086,870 16,264,332

The import movement since the middle of last year 
may be interpreted as partly due to seasonal causes as 
in years before the war there was frequently a gold im
port balance during the fall and early winter when crops 
were exported, and a gold export balance in the spring 
and early summer.

B u ild in g

Reports of building activity during the month of 
January indicate a continuation o f the exceptional ac
tivity o f the second half o f 1925. Contracts awarded 
during January for new construction, as reported by 
the F. W . Dodge Corporation, for 37 states, were 48 
per cent larger than in January of last year, and sub
stantially larger than in January o f any previous year. 
The increase in the New York and Northern New Jersey 
district was 76 per cent, due largely to the inclusion 
o f a $50,000,000 contract for a power plant. The South
eastern and Middle Atlantic states also reported large 
gains, but the increase in contracts awarded in the re
maining states was relatively small.

Permits issued in 426 cities showed an increase over 
January 1925 of 9 per cent, according to the reports 
of S. W . Straus & Co., with about the same regional 
differences as were shown in the awarding of contracts.

The diagram on page 6 gives an analysis o f the types 
o f building permits issued in Manhattan since 1902. 
In order to make the data for earlier and recent years 
comparable the figures have been adjusted to make 
allowance for changes in construction costs. The dia
gram thus shows approximately the changes during 
the period in the actual volume of building in Man
hattan. It appears from this diagram that the large 
volume of residential building in 1925 has been ex
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ceeded in a few earlier years during the period from 
1903 to 1910. During this period the population of 
Manhattan grew more rapidly than at any subsequent 
time. From 1911 to 1919 residential building dropped 
off steadily, even aside from the cessation of building 
during the war, and during the same period the popula
tion of Manhattan decreased. There has followed from 
1920 to 1925 a rapid expansion of apartment house 
building, and a gradual increase in population. In 
these three periods building and population have moved 
together and it is difficult to say which is cause and 
which effect. It is reasonable to believe, however, that 
the amount and character of available housing have 
been important influences on population movements of 
Manhattan.

25,000 additional men for a period of more than two 
weeks.

Per capita earnings o f factory workers in New York 
State continued in January at the high level o f De
cember, but a reduction was reported for the country 
as a whole, due to suspensions for inventories and plant 
repairs at the beginning of the year.

Production
Production in a majority of reporting industries was 

larger in January than in December and was also above 
the estimated normal.

The following table shows this bank’s indexes of pro
duction in which allowance is made for seasonal varia
tions and year-to-year growth.

(Computed trend of past years=100 per cent)

Amount o f Building, in 1913 Dollars, for Which Permits Were 
Issued in Manhattan Each Year from 1902 to 1925.

The substantial volume of business building in 1925 
also appears to have been exceeded in earlier years. 
The record breaking total for all types of building in 
1925 was largely due to an unusual volume of permits 
for hotels, industrial structures, and public buildings.

Employment and Wages
Changes in factory employment from December to 

January were largely seasonal. For the country as a 
whole there was an increase of less than .1 per cent over 
December. The increase was confined to New England, 
however, and in New York State and other sections of 
the country a slight reduction during the month was 
reported.

The demand for labor at the state employment offices 
remained substantially smaller than the number of ap
plicants in January, and was but little larger than a 
year ago, apparently due in part to the fact that there 
was little call for casual labor for snow removal. Such 
unemployment as existed, however, was limited chiefly 
to common labor, clerical help, and workers involved 
in labor disputes such as the anthracite coal miners. 
In February, unemployment was diminished by the re
turn of the miners to work and all available common 
labor was employed in the cities for snow removal, the 
City o f New York alone employing betweeen 8,000 and

Jan.

1925

Nov. Dec.

1926

Jan.

Producers' Goods
102 90 98 98

Steel ingots................................................ 113 110 123 110
Bituminous coal........................................ 109 110 116 116p
Copper, U. S. mines................................. 109 104 102
Tin deliveries............................................ 130 118 109 i29
Zinc............................................................ 97 111 113 105
Petroleum.................................................. 123 119 116
Gas and fuel oil......................................... 111 100 107
Cotton consumption................................. 96 95 98 93
Woolen mill activity*............................... 98 93 88 86 p
Cement...................................................... 144 123 124 125

122 102 113
Leather, sole............................................. 78 73 68
Silk consumption*.................................... 122 121 122 i32

Consumers' Goods
Cattle slaughtered.................................... 110 93 108 104
Calves slaughtered................................... 118 104 132 116
Sheep slaughtered..................................... 98 89 104 103
Hogs slaughtered...................................... 112 85 80 82
Sugar meltings, U. S. ports..................... 116 99 184 139
Wheat flour............................................... 103 83 97 90

102 105 98 86
90 71 82 80

Tobacco, manufactured........................... 111 96 100 111
Gasoline..................................................... 129 133 135

134 120 141
109 120 120 ii9*

Paper, total............................................... 105 90 95
Boots and shoes........................................ 94 89r 95 '83 p
Anthracite coal......................................... 94 ** ** **
Automobile, all......................................... 100 166 137 120
Automobile, passenger............................. 94 175 138 119
Automobile, truck..................................... 123 130 132 120

*=Seasonal variation not allowed for. **=Strike. p=Preliminary. r=Revised.

Indexes of Business Activity
The level of general business activity in January ap

pears to have equaled the highest figures for recent 
years, after allowance for the usual seasonal variation. 
Bank debits in 140 centers outside of New Y ork City 
were the heaviest ever reported for January and were
6 per cent larger than in January of last year, an ex
ceptionally high month. Railway shipments of mer
chandise and miscellaneous freight continued above es
timated normal as measured by the trend of past years 
and were larger than last year, but loadings of other 
commodities including coal, forest products, and grain 
were 10 per cent smaller than a year ago.

Indexes of distribution to the consumer such as retail 
sales at department and chain stores and mail order 
houses, and magazine and newspaper advertising, were 
higher than a year a g o ; factory employment was higher,
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business failures were fewer, and building permits con
tinued substantially above normal. In the following 
table this bank’s indexes are given in percentages of the 
computed trend, with allowance for seasonal variation, 
and, where necessary, for price changes.

(Computed trend of past years=100 per cent)

1925
1926

Jan. Nov. Dec. Jan.

Primary Distribution
Car loadings, merchandise and misc....... 104 106 106 105
Car loadings, other................................... 107 104 106 100
Wholesale trade, Second District............ 94 91 97
Exports...................................................... 94 86 89 82p
Imports...................................................... 110 120 124 129 p
Grain exports............................................ 67 40 47
Panama Canal traffic............................... 95 91 104

Distribution to Consumer
Department store sales, Second District 96 99 100 97
Chain store sales....................................... 96 99 102 97
Mail order sales........................................ 114 116 134 122
Life insurance paid for............................. 107 112 113 99
Magazine advertising............................... 92 109 102 103
Newspaper advertising............................ 94 102 97 98

General Business Activity
Bank debits, outside of New York City. 111 111 111 114
Bank debits, New York City..................
Bank debits, 2nd Dist. exclusive of New

York City..............................................
Velocity of bank deposits, outside of 

New York City ...................................

122 125 122r 128

105 107 100 110

101 103 101 107
Velocity of bank deposits, New York 

C ity ...................................................... 111 125 124
Shares sold on New York Stock Ex

change*.................................................. 237 279 245 221
Postal receipts........................................... 98 99 108 97
Electric power........................................... 106 108 111
Employment, N. Y. State factories........ 98 100 100 io i ’
Business failures....................................... 98 102 101 97
Building permits....................................... 141 166 160 149

Seasonal variation not allowed for. 
V= Preliminary r = Revised

W h o le sa le  T r a d e

January sales in wholesale lines in this district aver
aged 4 per cent smaller than in January a year ago, but 
the number of lines reporting gains and losses was almost 
evenly divided.

Collections were generally larger than in January
1925, except in cotton jobbing and women’s coat and 
suit and shoe trades. Accounts receivable at the end 
of the month were considerably larger than a year ago 
in most lines.

Commodity

Percentage 
Change 

Jan. 1926 
from 

Dec. 1925

Percentage Change 
Jan. 1926 from Jan. 1925

Net
Sales

Stock 
end of 
Month

Net
Sales

Stock 
end of 
Month

Collec
tions

Acc’ts
receiv
able

Groceries.............................................. — 5.6 
+41.5  
+  8.4 
+40.7  
—26.0 
—11.5 
+  7.7 
—31.0
— 0.4 
—28.0 
—20.7
— 8.6 
— 0.5 
+37.0 
—66.9

+  0.2 +  3.6 
+  8.0 
—27.6 
—20.6 
—10.4 
— 19.9 
+  7.0 
+  0.4 
— 16.8 
— 10.9 
+11.6 
+10.1 
— 2.6 
+23.0 
— 18.2

— 1.0 +  2.1 
+12.6 
+15.5  
—20.3 
— 8.0

+10.3
+19.7
— 3.2
— 5.1 
+  4.1

Mens’ clothing....................................
Women’s dresses.................................
Women’s coats and suits...................
Cotton goods-Jobbers......................... +12.6 — 9.9
Cotton goods-Commission.................
Silk goods............................................. +  0.9 

+22.5
+34.5  
+  8.3

+22.5 
— 7.7 
+14.7  
+  1.7

+18.6  
+  7.5 
+17.0  
+  2.6

Shoes....................................................
Drugs...................................................
Hardware............................................. +24.9 +11.0
Machine tools......................................
Stationery............................................ +10.4 +12.6
Paper....................................................
Diamonds............................................ |—7.9Jewelry................................................ +  8.4 —12.6

Weighted Average.......................... +  3.6 — 4.4 +  4.3 +  8.2

Department Store Trade

January department store sales in this district aver
aged nearly 4 per cent larger than a year ago, although 
there was one less selling day this January. Sales of 
apparel stores were 8 per cent larger, and leading mail 
order houses reported a gain of similar amount.

Department store collections exceeded those of a year 
ago, but accounts receivable at the end of the month 
remained larger than at the end of January 1925. Stocks 
of merchandise on hand were 5 per cent larger than a 
year ago, a slightly larger increase than in sales, so that 
the rate of stock turnover was slightly lower. In apparel 
stores, however, the increase in stocks was not so large 
as in sales, and the turnover was slightly higher than in 
January 1925.

Percentage Change 
January 1926 from January 1925

Locality

Net
Sales

Stock 
on Hand 
(end of 
month)

Collections Accounts
Receivable

New York...................................... +  2.8 
+  1.3 
+  6.3 
+  1.8 
+10.0  
+  8.4 
+  1.8
— 7.1 
+  9.4
— 6.5 
+15.3  
+  4.0 
+  4.9

+  5.4 
+  3.1 

0
+  1.2 
+11.7  
+  7.3 
— 3.6

+  7.8 
+  5.7 
+14.2

+  6.4 
+10.8 
+24.9

+  ’9i4

+  '9.3 
+  6.2

Buffalo...........................................
Rochester.......................................
Syracuse.........................................
Newark.......................................... +  5.S
Bridgeport.....................................
Elsewhere....................................... +  7.7 

— 15.6Northern New York State.......
Central New York State..........
Southern New York State....... +  3.5 

+10.8  
+  7.8 
+20.8

+  7.0 
+12.0 
+11.8 
+  4.1

Hudson River Valley Dist.......
Capital District.........................
Westchester District.................

All department stores................... +  3.7 +  5.0 +  7.7 +  8.1

Apparel stores............................... +  7.8 
+  7.9

+  5.1
Mail order houses.........................

Changes in sales and stocks in major departments, 
compared with those of a year ago, are shown in the fo l
lowing table:

Net Sales 
Percentage Change 

January 1926 
from 

January 1925

Stock on Hand 
Percentage Change 
January 31, 1926 

from 
January 31, 1925

Toys and sporting goods........................ +48.1 +30.7
Luggage and other leather goods.......... +16.2 +19.0
Home furnishings.................................... +11.8 +  2.4
Toilet articles and drugs......................... +11.5 +  5.3
Linens and handkerchiefs....................... +10.2 — 1.8
Musical instruments and radio.............. +10.2 — 0.9
Books and stationery.............................. +  9.9 +10.8

+  9.3 +  7.7
Silks and velvets..................................... +  8.8 — 2.6
Men’s furnishings.................................... +  8.4 +  4.8

+  8.0 +18.3
Women’s and Misses’ ready-to-wear. . . +  6.7 — 1.5
Cotton goods........................................... +  5.7 — 0.5
Men’s and Boys’ wear............................ +  4.0 +  3.4
Silverware and jewelry........................... +  2.4 +  7.5
Women's ready-to-wear accessories. . . . +  2.1 — 3.5
Shoes......................................................... —10.9 +  5.4
Woolen goods........................................... —20.5 — 5.4
Miscellaneous........................................... — 0.8 — 4.6

Chain Store Sales
The January increases in chain store sales compared 

with a year ago were not so large as in December, but 
continued substantial, averaging 11 per cent. The open
ing of new stores continued even more rapidly than 
a year ago and exceeded the increase in total sales, so
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that sales per store averaged smaller than a year ago in 
four out of seven reporting lines.

Variety stores reported the largest increase in sales 
over a year ago, and the chain drug store business, which 
a year ago appeared practically stationary, showed a 
substantial increase. The chain grocery business con
tinues to expand rapidly.

Type of Store

Variety...............
Drug...................
Grocery..............
Ten Cent............
Tobacco..............
Shoe....................
Candy.................

Total...............

p=Preliminary

Business Profits in 1925

Percentage Change 
January 1926 from January 1925

Number of 
Stores

+16.4 
+15.8  
+20 .5p + 6.0 
+15.9  
+16.7  
+19.8

+18.3

Total
Sales

Sales per 
Store

+21.9  
+17.1 
+11.4p 
+  9.4 
+  4.0 + 1.0 
+  0.4

+10.8

+  4.7 + 1.1 
— 7.6p 
+  3.3 
— 10.3 
— 13.5 
— 16.2

— 6.4

large, though automobile production was only slightly 
larger than in 1923. Profits of tobacco companies, mis
cellaneous industrials, and stores included in the tabula
tion have increased steadily during the past three years.

In the clothing and textile group 1925 profits were 
well above those o f 1924 but less than half those o f 1923. 
The railroad equipment industry was the only group 
to show a decrease in profits compared with 1924.

Telephone companies and other public utilities con
tinued to report steady increases in net earnings. The 
profits of Class 1 railroads showed a 15 per cent increase 
over 1924 and were the largest in recent years.

The following table shows the detailed figures for net 
profits o f the concerns for which statements were avail
able in various groups, and the diagrams show the rela
tive profits for these groups in the last three years, taking 
1924 figures in each case as 100 per cent.

Annual earnings statements now available for 294 
industrial, mercantile, and public utility corporations 
indicate that net profits of such concerns in 1925 were 
about 30 per cent larger than in 1924, or in 1923. While 
these statements represent simply a sampling of all con
cerns, the concerns included are sufficiently representa
tive so that the conclusion may fairly be drawn that 
the year was one o f very large profits. These large 
profits accompanied unusually high levels of production 
and trade in 1925, but, with a few exceptions, relatively 
stable prices o f manufactured goods.

Rubber companies reported the largest increase in 
profits compared with either 1924 or 1923, and the gains 
for the oil and automobile industries also were unusually

Number
Net profits in thousands of dollars

of
Corp. 1923 1924 1925

Steel Companies............ 11 $142,901 $116,765 $130,632
R. R. Equipment.......... 9 23,047 12,115 9,742
Oils.................................. 14 23,721 31,366 60,005
Motors & Motor Ac

cessories (Exclusive of
16 103,946 78,424 160,882

Rubber............................ 7 11,635 23,517 48,313
Food and Food Products 23 77,937 77,782 82,753
Clothing & Textiles. . . . 16 25,262 6,979 11,991

8 38,681 39,944 42,319
Misc. Industrials........... 73 161,658 160,462 209,593

13 62,599 67,203 83,908

Total 10 Groups........ 190 $671,387 $614,557 $840,138

68 $136,705 $150,793 $185,500x
Other Public Utilities... 36 111,713 127,116 149,092

Total Public Utilities. 104 $248,418 $277,909 $334,592x

Total 12 Groups........ 294 $919,805 $892,466 $1,174,730

Class I R. R................... i9i $983,736 $986,718 $1,136,984

ALL
INDUSTRIALS STEEL I EQUIPMENT

M O TO R S &  I 
ACCESSORIES!

1923 1924 1925 1923 1924 1925 1925 1924 3925 1923 1924 1925 1923 1924 1925

;Cl£fTWIN<r& 
I TEXTILES

TOBACCO MtSCL STORES TELEPHONE
INDUSTRIALS

h i  i l l  i

RUBBER

S  ■

FOOD 
FOOD PRDDUCT5

1923 1924 1925 1923 .1924 1925

OTHER PUBLIC 
UTILITIES

CLASS 1 
RAILROADS

m  1924 1925 1923' 1924 1925 1923 1924 1925 1923 1924 1925 1923 1924 1925 1923 1925 1923 . 1934 1925
Annual Net Profits o f Industrial, Mercantile, Public Utility, and Railroad Corporations, in Percentages o f 1924.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York April 1, 1926

B u sin ess C o n d it io n s  in  th e  U n ite d  S ta tes

P RODUCTION and trade continued in February 
at the high level of the preceding month, while 
the general average o f prices declined and was 

lower in February than at any time since the latter 
part of 1924.

P roduction

The Federal Reserve B oard ’s index of production in 
basic industries, which is adjusted for seasonal varia
tions, indicated a continuation of productive activity 
during February in about the same volume as in the 
preceding two months. Mill consumption of cotton and 
the output of flour, anthracite, copper, and newsprint 
showed increases in February, when allowance is made 
for usual seasonal changes, and the ouput of iron and 
steel and lumber remained practically unchanged. A cti
vity in the woolen industry and the production of 
cement declined. Automobile production was in con
siderably greater volume in February and was larger 
than a year ago, although smaller than in the correspond
ing month of 1924. Employment and earnings o f fac
tory workers increased, after the seasonal recession of 
January, and were in February at practically the same 
levels as during the latter part o f 1925. The volume 
o f building contracts awarded declined both in January 
and in February, but remained larger than in the cor
responding months o f last year.

TEH CENT.

Index of 22 Basic Commodities, adjusted for Seasonal Variations
(1919 =  100). Latest figure, February.

Reports by farmers to the Department of Agriculture 
of intentions to plant in 1926 indicate that the acreage 
o f spring wheat and tobacco will be slightly smaller, 
the acreage o f corn will be about the same, and that of 
oats, barley, hay, and potatoes larger than that in 1925.

T rade
Wholesale trade in February was in about the same 

volume as a year ago. A  smaller volume of sales was 
reported for groceries, dry goods, and hardware, while 
sales o f meats, shoes, and drugs were larger. Inven
tories of wholesale firms dealing in groceries, dry goods, 
shoes, and hardware were smaller at the end of Febru
ary than a year ago. Trade at department stores and 
at mail order houses was larger than in February of 
last year and department store stocks were about 5 per 
cent greater than on the corresponding date of 1925.

Freight car loadings continued at about the same 
daily rate in February as in the preceding two months. 
Shipments o f merchandise in less-than-carload-lots and 
of miscellaneous commodities were particularly large.

P rices
The general level of wholesale prices, as measured by 

the Bureau of Labor Statistics index, after remaining 
unchanged for two months, declined in February to a 
point slightly below the low figure of 1925, reported for 
last May. The greater part of the decline since last 
autumn has been in prices of agricultural commodities. 
In February prices of all major groups of commodities,

TER CENT
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PERCENT

Indexes of Factory Employment and Factory Payrolls in Manu
facturing Industries (1919 average =  100 Per Cent).

Latest figures, February.

except fuels, declined and particularly large reductions 
occurred in the prices of grains, cotton, wool, silk, and 
rubber. Price advances in February were shown for 
petroleum, coke, and paper. During the first three 
weeks o f March prices of grains, cotton, wool, and silk 
continued to decline and recessions were also reported 
in the prices of sugar and hardwood lumber.

B a n k  C redit
A t member banks in leading cities demand for loans 

chiefly for  commercial purposes showed an increase, 
partly seasonal in character, between the middle of Feb
ruary and the middle of March, and on March 17 the 
total volume of these loans was close to the high point 
reached last autumn. A  further decline of loans on 
securities, which accompanied the sharp recession in 
security prices in March, carried the total to a point 
nearly $430,000,000 below that reached at the end o f the 
year.

Following a growth during February in the volume 
of Reserve Bank credit outstanding, there was a sharp 
decline early in March to about the same level as a 
year ago. Factors contributing to the decline have been 
continued imports of gold and some reduction in mem
ber bank reserve requirements, as well as the temporary 
abundance o f funds resulting from  the excess of Treas
ury disbursements over receipts around March 15.

Open market rates on prime commercial paper, after
& slight decline in February advanced in March to 
— 4Y* per cent, the level which had prevailed since last 
October.

M o n e y  M a r k e t

Three principal influences in the money market dur
ing March were the continuation of gold imports from 
Canada, a liquidation of $350,000,000 in loans to brokers 
and dealers by New York City banks and their corre
spondents, and Government financial operations on and 
following the March 15 tax day. A ll o f these influences 
made for greater ease in money conditions and slightly

B ILLIO N S oTDOLLMRS

Monthly Averages of Weekly Figures for Member Banks in 101 
Leading Cities. Latest Figures are Averages for Three 

W eekly Report Dates in March.

lower money rates during most of March than prevailed 
during the latter part o f February and have again ap
peared toward the end of March.

The import of about $30,000,000 of gold from Canada 
during the first two weeks of the month followed a total 
import o f $28,000,000 in January and February. This 
gold, deposited in the Federal Reserve Bank, was a 
direct addition to the reserves o f New York City banks, 
and enabled these banks to reduce their indebtedness at 
the Federal Reserve Bank.

The liquidation of loans to brokers and dealers does 
not release any large amount o f funds for other uses but 
has a lasting effect on money conditions only in so far as 
bank deposits are reduced and bank reserve requirements 
reduced in proportion. The figures for the three weeks 
ended March 24 indicate a reduction o f $94,000,000 in 
the net demand deposits of New York City banks and 
hence a reduction of $12,000,000 in the reserves which 
these banks were required to maintain at the Reserve 
Bank. In its effect on basic money conditions the 
liquidation of street loans has therefore been a less im
portant factor, as far as New York City banks are con
cerned, than gold imports. The detailed changes in 
loans to brokers and dealers are given in a separate 
article.

Treasury operations of the March tax day and follow
ing were larger than usual, partly because the maturity 
on March 15 o f $600,000,000 of Treasury notes (fo r  the 
whole country) was large and partly because o f an 
added operation the following week, the purchase by 
the Treasury of $122,000,000 of Liberty 3rd 4*4 per 
cent bonds in anticipation o f their maturity in 1928. 
Income tax collections also proved to be larger than in 
recent previous tax periods, despite tax rate reductions. 
The returns for  the country up to March 29 totaled 
$480,000,000, and for this district $158,000,000.

Transactions in New York during the recent tax 
period are shown below in tabular form. On March 15, 
the New York Reserve Bank redeemed for the Treasury 
$371,000,000 of maturing notes and cashed $29,000,000 
of coupons, a total o f $400,000,000. As usual a large
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proportion of all maturing issues was presented for re
demption in New York, as the financial center. The 
amount actually paid into the market, however, was not 
$400,000,000 but $300,000,000. More than $100,000,000 
of the maturing notes were held by the Federal Reserve 
Bank for its own or agency accounts, and their redemp
tion had no immediate effect on the money market. 
Against a total payment to the market of about $300,- 
000,000, withdrawals from depositaries within the dis
trict, income tax collections, and cash sales of new 
securities yielded only $75,000,000 on March 15, and the 
Treasury transferred funds from  other districts and 
also borrowed temporarily $190,000,000 from  the New 
York Reserve Bank to balance its account at the close 
o f March 15.

In anticipation of these heavy Treasury disburse
ments, New York City member banks paid off more than 
$50,000,000 of loans at this bank on March 13, and 
under a special arrangement purchased temporarily 
$15,000,000 of securities from the holdings of the Re
serve Banks and on March 15 another $20,000,000. 
These transactions, together with some transfers of 
funds to the interior, reduced member bank reserves 
substantially below requirements, so that on the morning 
of March 15 the reserves o f 24 leading New York City 
banks showed an accumulated deficit. Payments by the 
Treasury on the 15th more than wiped out this deficit 
and gave the banks surplus actual reserves, but left a 
small deficit in average reserves, and money rates re
mained unchanged at the levels of the previous week.

During the remainder o f the week, the New York 
money market lost steadily through income tax collec
tions in this district and commercial withdrawals of 
funds to other districts to replace funds which the 
Treasury had collected as taxes in those districts and 
transferred to New York to pay off the New York Re
serve Bank. Consequently, by March 19, the New York 
City banks found it necessary to resell to the Reserve 
Banks the securities temporarily purchased and to in

crease their borrowings in order to bring their average 
reserves up to the required amount at the end of the re
serve week. Also at the close of March 19th the Treas
ury paid off its advance from  the New York Reserve 
Bank.

As a net result o f all these operations there was no 
plethora of funds in the market at any time, the average 
reserves o f New York City banks remained remarkably 
steady, and call money was quoted at 41/4 per cent 
throughout the week.

In the following week, as Treasury balances at the Re
serve Banks were increased by collections of income tax 
checks, and transfers out of town continued, call money 
rates hardened to 5 and 5%  per cent. The purchase in 
New York on March 23 of $84,000,000 of the 3rd 4%  
Liberty bonds was offset by Treasury withdrawals from 
depositaries and transfers to other districts during that 
week and thus had no marked effect on money conditions.

Brokers’ time loans declined to 4y2 per cent for a 
few days after the 15th, but for the month averaged 
about 4%  per cent, or approximately the same as in 
February.

Commercial paper was slightly firmer at 41/4-4%  per 
cent early in March, eased slightly after the March 15th 
tax period, but later returned to per cent.

Dealers’ reports indicate that the amount of commer
cial paper outstanding failed to show the usual seasonal 
increase in February. The outstanding paper of leading 
dealers who report each month to this bank totaled $655,- 
000,000 at the end o f the month, or practically the same 
amount as at the end of January.

Bills were more active, coincident with the slightly 
easier money conditions prevailing over the 15th of 
March, and as there was a seasonal decline in the supply, 
dealers portfolios were substantially reduced. Rates, 
however, continued unchanged at 3%  per cent on pur
chases of 90-day unindorsed bills, and 3%  per cent on 
sales.

Gains and Losses to New York Money Market (In millions of dollars)

March 1926

12 13 15 16 17 18 19 20 23

74
2

11
87

26

Gains to Market
Treasury transactions (mostly notes redeemed and interest paid). 288 26
Commercial transactions—net gain.............................................................................................................................

Reserve Bank transactions (mostly acceptances and securities bought and net increases in loans to New York 
City Banks)............................................................................................................................................................... 10 10 72

13

33
Total gains. 29 298 36 12 11 78 46

Losses to Market
Treasury transactions (mostly income taxes collected and withdrawals from depositories).

Commercial transactions (mostly transfers)—net loss..............................................................................................

Reserve Bank transactions (mostly acceptances and securities matured or sold and net decreases in loans to New 
York City Banks)........................................................ .............................................................................................

8
12

25

Total losses. 26 87 134 81 37 65 41 55 45 32

55

+ 4

615
577

Net gain for day............
Net loss for day..............
Cumulative gain or loss.

3

+  '3
85

—82
164

+82
45

+37
25

+12
54

—42
47

—52
Reserve position of 24 largest New York City Banks:

Actual reserves at close of business..........................
Average reserves (Saturday to date)........................

624
600

538
538 591

657
608

635
613

579
607

614
608

565
565

561
564
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Loans by New York City banks to brokers and dealers 
on securities have been reduced more than $310,000,000 
from  the high point at the beginning of 1926. Loans 
placed for correspondents show a decrease of $140,000,- 
000 for the same period, and the total for both accounts 
therefore shows a reduction of $450,000,000.

Loans to brokers and dealers are compared in the 
following table with total loans on securities as reported 
by member banks. It appears that changes in brokers ’ 
loans account for most of the fluctuations in total loans 
on securities o f New York City banks, but brokers’ loans 
placed for correspondents are a smaller element in and 
are followed less closely by total security loans of re
porting banks outside of New York City.

(In millions of dollars)

L o a n s  t o  B r o k e r s  a n d  D e a le r s

1926

Reporting Banks 
New York City

Reporting Banks Loans to 
Brokers and 

Dealers 
placed by 

N. Y. City Banks 
for

Correspondents

Total 
Loans on 

Stocks and 
Bonds

Loan to 
Brokers and 

Dealers placed 
for own acoount

Outside 
New York City 

Total 
Loans on 

Stocks and 
Bonds

Jan. 6. . . 2,354 1,338 3,334 1,239
13... 2,245 1,267 3,322 1,292
20. . . 2,230 1,232 3,327 1,306
27... 2,201 1,201 3,308 1,287

Feb. 3 ... 2,221 1,222 3,307 1,280
10... 2,179 1,199 3,329 1,340
17... 2,104 1,159 3,343 1,354
24... 2,087 1,149 3,340 1,343

Mar. 3 ... 2,061 1,125 3,374 1,321
10... 1,959 1,021 3,354 1,266
17... 2,017 1,033 3,317 1,174
24... 2,041 1,027 3283 1,098

Loans placed by New York City banks for others than correspondents are 
not included in this table.

The accompanying diagram carries back over several 
years the loans on stocks and bonds reported by member 
banks in New York City and other leading cities.

month price averages o f high grade bonds were down 
about %  of a point from  the February high levels.

Following the announcement and oversubscription of 
the new Treasury offering o f $500,000,000 of 30-year 3%  
per cent bonds at a price to yield approximately 3.71% 
per cent, all active United States Government issues, 
with the exception of the Treasury 4^4’s, established 
new high levels for the year, but were slightly lower in 
the latter part of the month.

The volume of new securities offered in March was 
smaller than in either of the two previous months, but 
somewhat larger than in the corresponding month of
1925. Offerings of railroad and public utility securities 
were larger than in February, but there were decreases 
in industrials, municipal and state obligations, and for
eign securities. The total of foreign security offerings 
for the first quarter o f 1926 is about 25 per cent smaller 
than for the first quarter of 1925.

I n c o r p o r a t io n s  as a n  In d e x  o f  B u sin ess  A c t iv i t y

A  series of figures which is highly responsive to 
changes in business activity and business profits is 
found in the New York State records of incorporations 
o f stock companies. These data, which are available 
back to 1892, indicate the rapid expansion o f the cor
porate form  of enterprise during the last thirty-five 
years. The number of stock companies incorporated in 
New York State at five-year intervals has been as
follows: 1895 ............................  i 4 2 3

1900 ............................  1,864
1905 ............................  5,609
1 9 1 0 ............................  7,998
1 9 1 5 ............................  10,493
1920 ............................  15,115
1925   24,703

The monthly variations in incorporations after allow
ance for the trend of year-to-year increase and for sea-

Member Bank Loans Secured by Stocks and Bonds, New York City 
and Elsewhere, 1922 to 1926. Latest figures March 17.

S e cu r ity  M a rk e ts
Stock prices declined rapidly in March in active trad

ing. On March 3 sales reached a new high volume of 
close to 3,900,000 shares, and on 12 days, sales exceeded
2,000,000 shares.

Corporation bonds, which in February reached the 
highest levels in nine years, reacted slightly in March, 
following the decline in stocks, and at the close o f the centages of Computed Trend, with adjustment for Seasonal

Variations.
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FEDERAL RESERVE AGENT AT NEW YORK 5

sonal fluctuations are shown in the accompanying 
diagram for the period since 1918. A  great increase in 
1919 followed the war time restrictions, but the crest 
was passed before the end of 1919. The almost equally 
rapid decline in incorporations in 1920 was followed by 
a recovery in 1921, while the general tendency of pro
duction and prices was still downward. A  normal rate 
of increase was maintained thereafter until 1924.

A  temporary recession in 1924 was followed by an 
extraordinary rise in the number of incorporations in 
1925, reflecting what was probably the highest level of 
general business activity, and largest profits in any year 
since the war. The index of incorporations in the last 
four months has shown a moderate recession from  the 
high level of last fall, but has remained far above normal.

F o re ig n  T r a d e

February exports valued at $353,000,000 were $44,- 
000,000 smaller than in January, and $18,000,000 smaller 
than a year ago, while imports valued at $389,000,000 
were $28,000,000 smaller than in January, but $56,000,-
000 larger than in February 1925. This indicates net 
imports of $36,000,000 in February, the fourth and 
largest import balance since June 1923, as shown in the 
accompanying diagram.

\MILLIONS OF DOLLARS

Monthly Imports and Exports of Merchandise of the 
United States since 1 9 2 1 .

Grain exports continued to decline, the value of Feb
ruary shipments being the smallest since A pril 1914. 
Raw cotton exports also showed a further substantial 
decline and were much smaller than a year ago. Silk 
imports, which have been running substantially larger 
than a year previous, showed a slight reduction com
pared with February 1925, but the quantity of crude 
rubber imported was nearly 50 per cent larger than a 
year ago, and the increase in value was even greater.

F o re ig n  E x c h a n g e

The principal new development in the foreign ex
changes during March was a decline in the Belgian 
franc from the 4Vo cent level which had been maintained 
since last September to below 4 cents. The decline was 
attributed to difficulties arising in Belgium in connection 
with that country’s program for monetary stabilization. 
French francs, which were firm early in the month, also 
declined, touching 3.40 cents on March 29, the lowest 
point on record. Sterling, after a slight decline at the 
end of February, fluctuated between $4.85% and 
$4.85%. Italian lire continued steady as did the Dutch, 
Austrian, and German exchanges, while Danish kroner 
attained new high levels since 1919.

Japanese yen reacted more than 1 cent to 45 ̂ 4 cents, 
and Chinese currencies were also somewhat lower. 
The Argentine peso declined nearly 2 cents to slightly 
below 39 cents, lowest since May 1925, and Brazilian 
milreis also were easier.

During the first part of the month, the discount on 
Canadian funds increased to 9/16 of a cent, but follow
ing imports from Canada of about $38,500,000 of gold, 
the rate firmed to a discount of 3 /16 of a cent.

G o ld  M o v e m e n t

Gold movements between the United States and other 
countries in February resulted in an import balance of 
$21,500,000, and brought net imports for the first two 
months o f 1926 to $38,000,000. February imports totaled 
$25,400,000, including $10,000,000 from Chile, $10,- 
000,000 from Canada, and $4,000,000 from Japan, while 
exports amounted to only $3,900,000, most of which was 
consigned to Central and South America and the Orient.

During the first 30 days of March, additional imports 
of about $38,500,000 of gold were received from Canada, 
accompanying a continued discount on Canadian funds 
in this country. These imports brought total gold receipts 
from  Canada this year to $66,000,000, or $20,000,000 
more than was shipped to Canada last fall. The other 
principal import in March was $2,400,000 from  the 
Banco de Chile to be used as an external reserve, aug
menting the $10,000,000 shipped to New York in Feb
ruary. Gold exports were about $2,000,000, includ-

1925 Imports Exports
Exc

Imports
sess of

Exports
$ 5,037,800 $73,525,943

50,599,708
25,104,416
21,603,945
13,389,967
6,712,480
4,416,452

$68,488,143
46,997,181
17,767,094
12,734,062
1,997,130
2,286,345

3,602,527
7,337,322

April................ 8,869,883
11,392,837
4,426,135

10,204,112
May................
June.................

$5,787,660
4,861,736 2,135,690 2,726,046

September. . .  . 4,128,052 6,784,201 2,656,149
50,740,649 28,039,190 22,701,459
10,456,115 24,360,071 13,903,956
7,216,004 5,967,727 i,248,277

1926 
January........... 19,351,202

25,415,655
41,488,000

3,086,870
3,851,374

16,264,332
21,564,281February.........

2,028,000 39,460,000

*=Port of New York and Canadian shipments only.
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ing numerous small shipments to South America, Ger
many, Mexico, and the Straits Settlements, so that the 
net import movement for the month to date through 
the Port of New York and from Canada was $39,460,000.

B u ild in g

Building activity throughout the country showed a 
seasonal decrease in February but was at a higher level 
Ifchan in February of any previous year. Contracts 
awarded for construction work in 37 states were 25 per 
cent larger than a year previous, according to the F. W . 
Dodge Corporation. In the New York and Northern 
New Jersey District the increase was 65 per cent, but 
contracts were slightly smaller than in February 1924.

The amount of new building in prospect, as reflected 
by permits granted, appears to have slackened somewhat 
in February. The S. W . Straus Company reports that 
the valuation of buildings for which permits were issued 
in 448 cities in February was 7 per cent smaller than 
a year ago. Reductions were reported by about half 
the leading cities and a majority of states.

In this district, a threatened strike in the dress in
dustry was averted, but labor troubles reduced employ
ment in the fur industry o f New York City and in the 
woolen mills of Northern New Jersey. Further in
creases in employment in steel mills and railroad equip
ment plants were reported in February, however, and 
seasonal expansion occurred in the automobile industry 
and in clothing.

The accompanying diagram makes a comparison be
tween employment in February this year and a year 
ago, and shows that employment in the building mate
rials, automobile, iron and steel, and silk goods indus
tries was well above the levels of a year previous, while 
the principal decreases were in cotton goods and woolen 
and worsted mills, and cigar and other tobacco factories.

INDUSTRY 
BRICK |

cement'  |
AUTOMOBILES |  

S IL K  |  

PIGIRON&ROLLMIL15I 

MENS CLOTHING |  

RAILWAY EQUIP. FACT| 

WOMENS CIOTHING I

FURNITURE I

LEA TH ER  1  

BOOTS &SHOES |  

CARPETS 8  RUGS |  

COTTON GOODS* fij 

WOOLENS &WORSTEDS| 

CIGAR5&TOB. PROD.

TOTAL

FEB .1925 100%
|176

(130
HHN6
H n o 
1107  

1 106

3̂ 103 
Bp 103 

(102 
|'|9Q 
1:9©

191 !

|dl
131

gji02.

1919 1 9 2 0  1921 1922. 1 9 2 3  1 9 2 4  1 9 2 5  1926

Changes in Construction Costs, 1919 to 1926 
(1913 =  100 Per cent.)

Building costs in general are about the same as a year 
ago and are close to the highest level since 1920, as the 
accompanying diagram shows. Building materials have 
not shown the advance that frequently occurs in the 
early months o f the year and are slightly lower than a 
year ago despite a large volume of business, but wage 
costs continue to rise. In New York City negotiations 
over new wage contracts have resulted in increases of 
$1.50 and $2.00 a day for most of the skilled trades, and 
$1.00 a day for helpers.

E m p lo y m e n t

A  moderate increase in employment occurred in Feb
ruary in New York State and in nearly all other sec
tions o f the country for  which reports are available. 
Factory employment averaged about 1 per cent higher 
in February than in January and 2 to 3 per cent higher 
than a year ago.

February Employment in Leading Industries of New York State 
Compared with Employment in February 1925

* Compared with employment previous to strike of February 1925.

P r o d u c t io n

A fter allowance for seasonal variations and year-to- 
year growth there appears to have been no consistent 
change in production in February, compared with the 
previous month or with a year ago.

Anthracite production was about 30 per cent, of the 
normal for the month of February, but by the middle 
of March was running above normal. Bituminous out
put was maintained at a high level in February, and has 
since shown little more than the usual seasonal decline. 
Iron and steel production has been at close to capacity, 
though new business has not kept pace with shipments. 
Automobile production showed more than the usual 
seasonal increase over January, but the rate of expansion 
is reported to have been slower in March.

This bank’s indexes of production, in which adjust
ment is made for year-to-year growth and the usual 
seasonal variations, are shown below.
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FEDERAL RESERVE AGENT AT NEW YORK

(Computed trend of past years=100 per cent) I n d e x e s  o f  B u s i n e s s  A c t i v i t y

1925 1926

Feb Dec. Jan. Feb.
Producers’ Goods

Pig iron r ................................................. 120r 112r 112r 108r
Steel ingots.............................................. 113 123 110 112
Bituminous coal...................................... 96 116 113 116p

107Copper, U. S. mines................................ 111 103r 103
Tin deliveries.......................................... 119 109 129 100
Zinc......................................................... 97 113 105 106
Petroleum............................................... 121 116 114
Gas and fuel oil...................................... 105 107 107
Cotton consumption............................... 101 98 93 io2
Woolen mill activity*............................. 97 88 86 83 j>
Cement.................................................... 119 124 123r 108
Lumber................................................... 115 113 104
Leather, sole........................................... 83 68 64
Silk consumption*................................... 114 122 132 i2i

Consumers* Goods
Cattle slaughtered.................................. 102 108 104 106
Calves slaughtered.................................. 122 132 116 116
Sheep slaughtered................................... 99 104 103 114
Hogs slaughtered.................................... 103 80 82 76
Sugar meltings, U. S. ports.................... 85 184 139
Wheat flour............................................ 104 97 90 90
Cigars..................................................... 95 98 86 94
Cigarettes............................................... 78 82 80 74
Tobacco, manufactured.......................... 103 100 111 109
Gasoline.................................................. 134 135 137
Tires....................................................... 135 141 132
Newsprint............................................... 111 120 119 i27
Paper, total............................................ 106 95 94 100
Boots and shoes..................................... 96 95 84 91p
Anthracite coal....................................... 103 ** ** 30p
Automobile, all....................................... 110 137 120 132
Automobile, passenger............................ 106 138 120r 133
Automobile, truck.................................. 127 132 121r 128

♦“ Seasonal variation not allowed for **=Strike Preliminary r=Revised

C o m m o d it y  P r ice s

The average level o f wholesale prices was 0.6 per cent 
lower in February than in January and was the lowest 
since October 1924, according to the Department o f 
Labor index. The tendency of basic commodity prices 
continued downward in March, this bank’s weekly index 
declining about 2 per cent in the first three weeks o f 
the month to a new low point since 1924.

The price decline, which has proceeded almost con
tinuously since last September, has been due largely to 
declines in farm products, including cotton, wool, and 
hides, as well as foodstuffs, together with a resulting 
decline in textiles and foods during recent months. This 
decline has accompanied a larger production in Europe 
and some decrease in exports of American farm prod
ucts. Other groups o f commodities have shown relatively 
little change during the past year.

The decline in prices in this country during the past 
year has been quite moderate compared with that in 
most European countries. The following table compares 
the Department o f Labor index o f wholesale prices in 
the United States with similar indexes for other coun
tries.

(1913=100)

February 1925 Latest, 1926
United States................................................ 161 155 (February) 

150 (February) 
106 (February)

England......................................................... 168
France (gold basis)*..................................... 125
Germany....................................................... 137 118 (February)
Austria (gold basis)*..................................... 146 122 (January) 

127 (January) 
150 (February)

Hungary (gold basis)*.................................. 152
Netherlands.................................................. 158

*=Indexes converted from a paper currency basis to a gold basis by allowingfor the depreciation of the currency in terms of the American dollar.

General business appears to have continued at approx
imately as high a level in February as in any recent 
month. Bank debits in 140 centers outside of New York 
City continued to show more than the normal annual 
increase over the high level of a year ago. Railway 
traffic in merchandise and miscellaneous freight was 
larger than in February of previous years, and loadings 
o f other commodities continued in approximately normal 
volume.

Further evidence of active trade appeared in increases 
over last year in department store, chain store, and mail 
order house sales, newspaper and magazine advertising, 
and in the volume o f postal receipts. Factory employ
ment showed about the usual seasonal increase and busi
ness failures continued below normal. The following 
table gives this bank’s indexes in percentages of the com
puted trend, with allowance for seasonal variation and, 
where necessary, for price changes.

(Computed trend of past years=100 per cent)

1925 1926

Feb. Dec. Jan. Feb.
Primary Distribution

Car loadings, merchandise and misc..., 108 106 105 106
Car loadings, other................................. 101 106 100 100

90 89 82 85p
109 124 130 127j?

Grain exports.......................................... 65 47 47 37
Panama Canal traffic.............................. 100 104 97

Distribution to Consumer
Department store sales, Second District. 105 100 97 100Chain store sales..................................... 99 102 97 96Mail order sales...................................... 120 134 122 121
Life insurance paid for........................... 116 113 99 109Real estate transfers............................... 112 126 110 113
Magazine advertising............................. 98 102 103 103Newspaper advertising........................... 96 97 98 97

General Business Activity
Bank debits, outside of New York City. 109 111 114 113
Bank debits, New York City................. 122 122 128 124
Bank deb ts, 2nd Dist. exclusive of New

York City............................................
Velocity of bank deposits, outside of New 

York City r .........................................
103 100 110 106
97 r lOOr 106r 104r

Velocity of bank deposits, New York 
City r........................................ 108r 115r 120r 118r

Shares sold on New York Stock Ex-
187 245 221 202

Postal receipts........................................ 98 108 97 100
Electric power........................................ 104 112r 109
Employment, N. Y. State factories....... 100 100 101 ioi
Business failures..................................... 96 101 97 96
New corporations formed in N. Y. State. 106 127 128 124
Building permits..................................... 159 160 149 144
General Price Level................................ 185 188 188 187

♦Seasonal variation not allowed for 
Preliminary r=Revised

W h o le s a le  T r a d e

Sales o f leading wholesale dealers in this district dur
ing February were 18 per cent larger than in January, 
due primarily to seasonal increases in sales of clothing, 
but for the second consecutive month they were 4 per 
cent smaller than a year ago.

Declines compared with last year occurred in 9 out 
of 15 reporting lines and were particularly large in 
sales o f women’s clothing and cotton goods. There was 
a sharp reduction in diamonds after the heavy sales re
ported in January, and silk sales showed practically no
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change over last year, following substantial gains in 
previous months.

Silk stocks continued to be much heavier than last 
year, and shoe stocks were somewhat larger, but stocks 
o f groceries, cotton goods, and jewelry and diamonds re
mained smaller.

Collections averaged slightly larger than a year ago, 
although the number of lines reporting increases and 
decreases was evenly divided. W ith the exception of 
the coat and suit trade and cotton jobbing, all lines 
reporting accounts receivable showed increases over last 
February.

Commodity

Groceries...................
Men’s clothing.........
Women’s dresses-----
Women's coats and suits 
Cotton goods-Jobbers.. 
Cotton goods-Commis-

sion........................
Silk goods.................
Shoes.........................
Drugs........................
Hardware..................
Machine tools..........
Stationery.................
Paper.........................
Diamonds.................
Jewelry......................

Weighted Average... +17.8

Percentage 
Change 

Feb. 1926 
from 

Jan. 1926

Net
Sales

— 14.8
+65.7
+20.7
+66.4
+33.2

+  7.1
— 0.9— 0.1 — 2.1 
+  3.3 
+12.7  
+  2.4 
— 1.5 
—35 6 
+36.1

Stock 
end of 
month

— 3.8

+22.1

*— 0.4 
+11.5

' + 7 . 2

+15.4

Percentage Change 
Feb. 1926 from Feb. 1925

Net

— 3.1 
+  5.7 
— 24.0 
— 16.4 
— 13.5
— 8.4 
+  0.7
— 5.2
— 0.7
— 7.5 
+27.7  
+10.7  + 6.8 
—19.0 
+  7.0

4.3

Stock 
end of 
month

3.6

—10

*+37 
+ 4
+ i

Col ec- 
tions

+  1.3 
+  7.8

— i8*.2 
— 7.9

+16.4
+17.8

—'6.2
+io.'8
— 2.3 
—2i!6
+  1.4

Acc’ts
Receiv

able

+  9.9 
+20.7

—23.0 
—  3.3

+13.5  + 1.8
+ a!i
+ ‘5!6 
+17.4

+ ‘5:7
+  5.9

Loca ity

New York....................................
Buffalo.........................................
Rochester.....................................
Syracuse.......................................
Newark........................................
Bridgeport...................................
Elsewhere.....................................

Northern New York State—
Central New York State........
Southern New York State.. . .  
Hudson River Valley District.
Capital District.......................
Westchester District...............

All department stores.................

Apparel stores.............................
Mail order houses.......................

Percentage Change 
February 1926 from February 1925

Net
Sales

+  3.3
— 2.3 
+  7.2— 2.0
— 0.4 
+24.4  
+  1.7 —10.8 
+  5.9— 1.6 
+  4.2 
+  1.5 
+  4.2

+  2.7

+  3.4 + 6.2

Stock 
on Hand 
end of 
month

+  4.5 
+ 1.2 — 0.1 + 2.6 
+11.3
— 2.4
— 7.2

+  3.8

+12.8

Collec
tions*

+ 6 
+  7 +20 
+  9 
+13

+ ’i

+ 8
+20.6

9

Accounts
Receiv
able*

+14.0  
+  1.3 
+22.4  
—24.8 
+  8.3

+'e!i

+  9.9
+30.3

The volume o f instalment business o f department 
stores in this district appears to have been reduced dur
ing the past year in New York City, but increased in 
most other localities. For the entire district, reported in
stalment accounts receivable at the end of the month 
were about 4 per cent smaller than a year previous, and 
collections on such accounts during the month were 3 
per cent smaller. Collections on regular accounts were 
considerably larger than last year, but this appears to 
be due to an increase in credit business, indicated by a 
larger amount of accounts receivable.

Sales o f toys and sporting goods continued to show 
the largest gain over last year, and substantial increases 
were also shown in other articles o f more or less luxury 
character, and in m en’s furnishings and shoes. The 
large decrease in sales of musical instruments and radio 
sets was apparently due to unusually heavy sales last 
February.

*= Stock at first of month—quantity not value.

D e p a r tm e n t  S to re  T r a d e

Department store sales in this district during Feb
ruary averaged about 3 per cent larger than a year 
ago. This increase is the smallest reported since early 
last fall, apparently due less to slackening of trade this 
year than to unusually active trade in February of last 
year. Apparel store sales showed a slightly larger in
crease, and mail order sales were 6 per cent larger. The 
rate of stock turnover in department stores continued 
slightly below that of a year ago.

Toys and sporting goods......................
Shoes.......................................................
Toilet articles and drugs.......................
Books and stationery............................
Men’s furnishings..................................
Silverware and jewelry.........................
Cotton goods............ .............................
Linens and handkerchiefs.....................
Hosiery...................................................
Furniture. v  . ; .......................................
Home furnishings...................................
Women’s and Misses’ ready-to-wear. .
Luggage and other leather goods.........
Silks and velvets...................................
Women’s ready-to-wear accessories.. .
Men’s and Boys’ wear..........................
Woolen goods.........................................
Musical instruments and radio............
Miscellaneous.........................................

Net Sales 
Percentage Change 

February 1926 
from 

February 1925

Stock on Hand 
Percentage Change 
February 28, 1926 

from 
February 28, 1925

+21.3 +21.7
+20.4 +  6.0
+13.2 +  1.6
+11.6 +11.5
+  8.0 +  5.2
+  6.4 +  5.1
+  4.7 +  2.6
+  4.4 — 3.0
+  3.0 +10.0
+  2.7 +15.1
+  0.1 +  1.3
— 0.2 — 1.1
— 0.3 +15.1
— 1.2 — 0.2
— 1.6 —  5.9
— 13.3 +  7.2
—30.3 —21.9
—31.0 +  1.8
— 2.7 — 7.1

C h a in  S to re  Sales

Total sales of reporting chain store systems showed a 
considerably larger gain over last year in February than 
in January, due chiefly to a much larger increase in 
grocery sales. Sales per store were about equal to those 
of a year ago, whereas in January they averaged 6 per 
cent smaller.

Variety, drug, and five and ten cent stores continued 
to report large increases over last year in total sales, 
but tobacco sales, although larger than a year ago, have 
failed to increase proportionately with the rapid expan
sion in the number o f stores in operation. Sales o f shoe 
and candy stores fell below last year, but the number 
of stores continued to show large gains.

Type of Store

Number of 
Stores

Total
Sales

Sales per 
Store

Grocery.............................................................. +20.0  
+16.6  
+17.8  
+  5.9 
+16.3  
+15.9 
+18.8

+23.9  
+23.0  
+18.8  
+  9.0 
+  7.4 
— 2.2 
— 3.7

+  3.2 
+  5.5 
+  0.9 
+  2.9 
— 7.6 
— 15.6 
— 18.9

Variety..........................................................

Ten Cent.............................................................
Tobacco...............................................................
Shoe.....................................................................
Candy..................................................................

Total................................................................ +18.4 +18.3 —  0.1

Percentage Change 
February 1926 from February 1925

*=Ex elusive of instalment accounts.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York May 1, 1926

B u sin ess C o n d it io n s  in  th e  U n ite d  S ta tes

I N DUSTRIAL output increased in March and the 
distribution of commodities continued in large vol
ume. The level of wholesale prices declined for 

the fourth consecutive month.

P r o d u c t io n
The Federal Reserve Board's index of production in 

basic industries increased in March to the highest level 
for more than a year. Larger output was shown for 
steel ingots, pig iron, anthracite, copper, lumber, and 
newsprint, and there were also increases in the activity 
of textile mills. The output of automobiles increased 
further and was larger than in any previous month, with 
the exception o f last October. Building contracts 
awarded also increased in March, as is usual at this 
season, and the total was near the high figure of last 
summer. Particularly large increases in building activity 
as compared with a year ago occurred in the New York, 
Atlanta, and Dallas Federal Reserve Districts. Con
tracts awarded continued larger during the first half 
of April than in the same period of last year. Condi
tion of the winter wheat crop has improved since the 
turn of the year and on A pril 1 was estimated by the

TER CENT

■ % 1 5 2

WHOLE
PRJC

5M E
ES

1922. 1923 1924- 1925 192 6
Index of United States Bureau of Labor Statistics. (1913 =

100; base adopted by Bureau). Latest figure, March.

Department of Agriculture to be 84 per cent of normal, 
compared with 68.7 per cent last year and an average of 
79.2 per cent for the same date in the past ten years.

T r ade
Wholesale trade showed a seasonal increase in March 

and the volume of sales was larger than a year ago in all 
leading lines except dry goods and hardware. Sales of 
department stores and mail order houses increased less 
than is usual in March. Compared with March a year 
ago sales of department stores were 7 per cent and sales 
of mail order houses 9 per cent larger. Stocks o f princi
pal lines o f merchandise carried by wholesale dealers, ex
cept groceries and shoes, were larger at the end of March 
than a month earlier, but for most lines they were smaller 
than a year ago. Stocks of department stores showed 
slightly more than the usual increase in March and were 
about 3 per cent larger than last year. Freight car 
loadings during March continued at higher levels than 
in the corresponding period o f previous years. Ship
ments of miscellaneous commodities and merchandise in 
less-than-carload lots were especially large. Loadings 
of coal, owing to the large production o f anthracite, were 
also large, while shipments of coke decreased consider
ably from the high levels of preceding months.

PERCENT

Indexes of Factory Employment and Factory Payrolls in Manu
facturing Industries. (1919 average =  100 Per Cent.). 

Latest figures, March.
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2 MONTHLY REVIEW, M A Y 1, 1926

TER CENT:

Index of Value of Contracts awarded in 7 Federal Reserve Dis
tricts reported by the F. W. Dodge Corporation. (1919 =

100). Latest figure, March.

P rices

Wholesale prices, according to the Bureau of Labor 
Statistics index, declined by more than 2 per cent in 
March to the lowest level since September 1924. The 
decline was general for nearly all groups of com
modities and the largest decreases were noted in grains, 
cotton, wool, silk, coke, and rubber. In the first two 
weeks o f A pril prices of basic commodities were steadier 
than in March. Prices of grains, flour, and potatoes 
increased, while prices of cotton goods, wool, silk, bitum
inous coal, pig iron, and rubber declined.

B a n k  Credit

Commercial loans of member banks in leading cities 
were relatively constant, between the middle o f March 
and the middle of April, at a level about $200,000,000 
higher than at the end of January and approximately 
equal to the high point reached last autumn. Continued 
liquidation of loans to brokers and dealers was reflected 
in a further decline in the total of loans on securities, 
which on A pril 14 were more than $500,000,000 below 
the high point reached at the end of lâ st year.

A t the Reserve Banks an increase in the volume of 
member bank borrowing during the last two weeks of 
March was followed by a marked decline in the first 
three weeks o f April, which brought the total near the 
lowest levels of the year. Holdings of United States secur
ities increased continuously during the month, while 
acceptances declined seasonally. Total bills and secur
ities were in smaller volume at the end of the period 
than at any other time during the year and only slightly 
larger than a year ago.

Open market rates on commercial paper declined in 
A pril from 41/4-4%  per cent to 4-4%  per cent and rates 
on acceptances and on security loans were also lower in 
A pril than in March. On A pril 23 the discount rate at 
the Federal Reserve Bank of New York was reduced 
from 4 to 3%  per cent.

Reserve Bank Credit: Monthly averages of daily figures for 12 
Federal Reserve Banks. Latest figures are averages of 

first 22 days in April.

M o n e y  M a r k e t
Money rates declined during A pril to the lowest quo

tations since last August. The movement o f principal 
rates over the past few years is shown in the accompany
ing chart. The changes since A pril first are as fo llow s:

April 1, 1926 April 27, 1926

Time Money—90 day.................................................... 4 X  

3 H  

3.19

4
Prime Commercial Paper.............................................. 4
Bills—90 day.................................................................. 3H
Treasury Certificates:

5 months...................................................................... 2.99
3.55 3.19

The principal factors making for easier rates in the 
New York market during the month may be listed as
follow s:

1. A gold impoTt of $10,000,000 on April 1, following
net gold imports of $39,000,000 during March.

2. An excess of Treasury payments over receipts in
making interest payments on April 15.

3. An increase in holdings of Government securities by
the Reserve Banks, amounting to $59,000,000 during 
April. Most of these purchases were made in the 
New York market and the securities then distributed 
among the various Reserve Banks.

4. A decrease in bank loans to brokers and dealers
amounting to 230 million dollars in the four weeks 
ended April 21, and bringing the total reduction 
since the middle of February to nearly 700 million 
dollars. The reduction during April was largely in 
loans for the account of New York City banks and 
reduced the reserve requirements of those banks by 
about $10,000,000.

5. Reduced borrowings at the Federal Reserve Bank of
New York.

6. The reduction of the discount rate of the Federal
Reserve Bank of New York from 4 to 3% per cent.

Accompanying the general ease of money and some 
liquidation of loans of out-of-town banks to brokers and 
dealers, there was a substantial flow of funds from  New 
York to other centers during the month, with the excep
tion of the third week, when the flow was toward New
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FEDERAL RESERVE AGENT AT JNEW YORK

MILL 10/15 
OF DOLLARS

April 22 
1925

April 21 
1926

Net
Change

Loans on stocks and bonds..........................................
All other loans (largely commercial)...........................
Investments...................................................................

1,953
2,303
1,806
6,062

1,933
2,396
1,788
6,117

— 20
+93
— 18
+55Total loans and investments........................................

Net demand deposits.................................................... 5,107
825
36

5,968

5,011
828
43

5,882

—96 
+  3 
+  7 
—86

Time deposits................................................................
Government deposits....................................................
Total deposits................................................................

Call Loan Renewal Rates, Open Market Rates for 4-6 Months 
Commercial Paper and 90-Day Bankers Acceptances, and 

the Federal Reserve Bank Rediscount Rate by Weeks.
(Latest figures, week of April 28)

York. A fter the middle of the month there was also 
an export movement of gold to Canada amounting in 
the aggregate to 16^  million dollars, reversing the direc
tion of movement o f the early months of the year. To
ward the end of the month this out-of-town movement of 
funds was followed by slightly firmer money conditions 
and renewed borrowing by member banks at the Federal 
Reserve Bank.

P ositio n  of B a n k s

The changes which have taken place since the first of 
the year leave the New York City member banks in a 
position not far different from their position a year ago. 
The figures for principal loans and investments and 
principal forms of deposits are, at the two periods, as 
follows :

CONDITION OF 59 NEW YORK CITY REPORTING MEMBER BANKS 
(In millions of dollars)

The reporting member banks outside New York show 
an increase of about 750 million dollars over last year 
in their total loans and investments, o f which nearly 
500 million dollars is in loans on stocks and bonds. 
Deposits show an increase of some 650 millions, most of 
which is in time deposits.

T r a n sf e r s  to C u b a

On Saturday, A pril 10, and for a few days following, 
money conditions were temporarily affected by a transfer

Federal Reserve Bank of New York Loans to New York City 
Member Banks. Latest figure, April 28.

of funds to Cuba to meet a sudden currency demand on 
Cuban branches of American and Canadian banks. The 
New York offices, or correspondents of these banks, on 
A pril 10 and 12 transferred 39 million dollars to Cuba. 
The transactions took the form of transfers of funds 
through the Federal Reserve wire transfer system to 
the Federal Reserve Bank of Atlanta, which supple
mented its customary supply of currency in Cuba by 
shipping additional amounts, which were paid out to 
the Cuban banks immediately on arrival, with the result 
that the demand was satisfied and ceased at once.

This transfer of funds resulted at once in a net loss to 
the reserves of New York City banks and there was a 
further loss at the same time through movements of 
funds to other parts of the country. The banks thus be
gan the day on A pril 12 deficient in their reserves and 
before the close o f the day call money had risen to 5^2 
per cent. During the course of the next few days, how
ever, as the high rates drew money to New York, and 
Reserve Bank credit was used in increasing volume, 
money became easy again.

C o m m e r c ia l  P aper  a n d  B il l  M a r k e t s

A t the end of March the amount of paper outstanding 
through 26 commercial paper dealers was $668,000,000, 
an increase of nearly 2 per cent from February. Out
standings, however, were 18 per cent smaller than in 
March 1925. The demand for paper, especially on the 
part o f interior buyers, increased considerably late in 
A pril and sales were limited only by the small supplies 
of new paper which dealers were able to offer.

A  good demand for bills resulted from  easy money 
conditions, but the amount of bills offered to the market 
was small because of the usual seasonal decline. As a 
result, dealers’ portfolios were substantially reduced, 
and bill rates were easier. A fter the reduction of the 
Federal Reserve discount rate, bill rates were reduced 
further to levels about %  of one per cent under the 
rates prevailing early in the month.
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Following the sharp decline of stocks in March, prices 
moved irregularly in April. Averages o f industrial 
stocks fluctuated about a level several points above 
March extreme low records, and railroad averages were 
comparatively steady.

In marked contrast to the substantial recession in 
stock prices from the high levels reached earlier this 
year, averages of high grade corporation bonds advanced 
in April to new high levels since early in 1917 under 
the impetus o f easy money conditions and strong invest
ment demand. United States Government securities 
were also strong and all active issues except the First 
3 % ’s reached new high levels for the year. In the for
eign list, French and Belgian bonds recovered the pre
vious month’s loss and other issues were firm. The 
accompanying diagram of stock and bond prices during 
the past eight years shows how firmly bond prices have 
been maintained through the recent decline in stocks.

S e c u r i t y  M a r k e t s

PRICE

Prices of 232 Stocks (Standard Statistics Corporation index) and 
of 40 Domestic Bonds (New York Times Average) by 

Months 1918 to 1926 (April 1926 estimated.)

N e w  F in a n c in g

New security offerings by domestic corporations ex
clusive of refunding issues during the first quarter of 
1926 were substantially larger than in the corresponding 
period of any recent year. As the accompanying dia
gram shows, the increase over the first quarter of 1925 
was mainly in issues of preferred and common stocks, 
while bond flotations were o f practically the same vol
ume as last year. Common stock issues were double 
those of the first three months o f last year and were the 
largest since 1920, while preferred stock issues exceeded 
those o f the first quarter in any of the last six years.

£ 3 3

1920 1921 1922 1923 1924 1925 1926
New Capital Issues by Domestic Corporations, First Quarter of 

Each Year, 1920 to 1926 (Millions of Dollars).

New security offerings continued in heavy volume in 
April and were somewhat larger than the totals for the 
previous month or for A pril 1925. Railway financing, 
comprising mainly issues of equipment trust certificates, 
was heavier than at any time since last July. Public 
utility issues continued numerous. Other classes of 
domestic issues were smaller than in March while foreign 
offerings were somewhat larger. The principal foreign 
security offerings in this market were the major part of 
$30,000,000 Republic of Uruguay bonds, and a $20,- 
000,000 issue of Argentine Government bonds, both 
issues maturing in 34 years and priced to yield 6.25 and 
6.13 per cent respectively.

F o re ig n  T r a d e
An unfavorable balance of trade occurred in March 

for the third successive month, and the amount of the 
import balance, $70,000,000, was the largest ever re
ported. Exports showed about the usual seasonal in
crease over February, but the valuation of $375,000,000 
for March was $79,000,000 less than that of March 1925. 
Imports also showed a seasonal increase over the high 
level of February, and at $445,000,000 were $60,000,000 
larger than a year previous, and the largest since 1920, 
when prices were very high.

Small shipments abroad of raw cotton and grain con
tinued to be the chief factor in the small volume o f our 
export trade compared with that of a year ago. The 
value of cotton and grain exported in March 1926 was 
$65,000,000 less than in March 1925, and for the first 
quarter of this year the exports of these commodities 
were $192,000,000 less than in the corresponding period 
last year, whereas the decrease in total exports for the 
three months was only $146,000,000. Exports of finished 
manufactures have increased steadily since 1921, espe
cially shipments of automobiles.

Heavy receipts of crude rubber at prices which, despite 
the severe decline of recent months, are still above those 
of a year ago, largely accounted for the gain over last 
year in total imports. In actual volume, rubber imports 
were 26 per cent larger than those of March 1925, and 
exceeded those of any previous month on record.
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Complete figures on gold imports into and exports 
from the United States indicate net imports of $39,200,-
000 for the month of March, the largest monthly import 
balance since May 1924. The net inflow during the first 
quarter of 1926 totaled $77,000,000 compared with a net 
export of $133,000,000 in the first quarter of 1925. 
Actual imports in March were $43,400,000 and included 
consignments from Canada amounting to $39,300,000, 
and $2,500,000 from Chile. Exports were $4,200,000, 
chiefly to Hong Kong, British Malaya, and Mexico.

On April 1 an additional $10,000,000 of gold was re
ceived from Canada, but subsequently, as Canadian 
exchange advanced to a premium, this import was offset 
by exports to Canada, totaling $16,250,000 up to April 
30. Receipts and shipments of gold through the Port of 
New York were small, imports amounting to only $480,-
000 and exports to $800,000. Exports included ship
ments to Germany, Mexico, and Guatemala. The accom
panying diagram shows the actual amount of gold im
ports and exports in each month since the beginning of 
1914.

G o l d  M o v e m e n t

1914 1915 1916 1917 1916 1919 1920 1921 1922. J923 1924 1925 1926
Gold Exports and Im ports of the United States by M onths, 1914  

to 1926 (April 1926 estim ated).

F o re ig n  E x ch a n g e

Except for a temporary decline around the middle of 
the month, sterling exchange was firm during April, 
demand rates advancing to $4.86 1/32 on the 29th, a 
new high for the year. French francs touched a new 
low point of 3.27 cents on A pril 28, and Belgian francs 
also remained weak, declining to 3.49 cents, the lowest 
since March 1924. Lire were steady at slightly more 
than 4 cents, and guilders continued to advance gradu
ally to a new high point for the year.

In the Scandinavian currencies, Swedish kronor re
acted to slightly below par, and Danish kroner declined 
fractionally from  March high levels, while Norwegian 
kroner advanced to 21.96 cents, the highest point since 
September. Following declines in March, the Argentine 
exchange recovered to above the 40 cent level and Bra
zilian milreis also became firmer late in April.

Continued weakness in Canadian exchange early in 
A pril was accompanied by imports from Canada of 
$10,000,000 of gold, but by the middle of the month the 
rate advanced to a premium of 5/32 per cent, and sub
sequent gold exports to the Dominion of $16,250,000 
were reported.

Japanese yen resumed its advance, rising 1 cents 
to 47.45 cents on A pril 27, the highest quotation since 
December 1923. This advance in yen was accompanied 
by an equally sharp decline in Chinese rates, and was 
reported to represent purchases of yen against sales of 
the silver Chinese currencies.

W o r ld  P r ices

The decline in commodity prices in the United States 
since the middle of last year has been simultaneous 
with a similar movement in most other countries with 
stabilized currencies. The detailed figures for a number 
of these countries are shown in the following table. They 
indicate that commodity prices have declined from  6 to 
18 per cent in different countries in the course of the 
year. In most cases this decline has been accompanied 
by a reduction in the discount rate of the central bank 
of issue.

The movement in this group of countries has been quite 
different from the movement in those countries where 
currency stability has not yet been achieved, as is in
dicated by the figures in; the lower half of the table. 
In these countries the general tendency of prices has 
been upward and the movement o f interest rates has 
been upward also.

Price Index Discount Hate

March
1925

March
1926

Per cent 
Change

April
1925

April
1926

Countries with Stabilized Curren
cies

United States........................... 161 152 — 6 3 y2 3 X
5England. ................................. 174 152 — 13 5

Netherlands.............................. 155 146 — 6 4 3 H t'A 7Sweden...................................... 168 149 — 11 5M9Germany................................... 134 118 — 12
Switzerland............................... 170 151 — 11 4 3 K 7H 

7
Austria....................................... 143 119 — 17 13
Hungary.................................... 153* 125* — 18 11

Countries whose Currencies are 
TJnstabilized 

Belgium..................................... 546 583 +  7 5X7 7H
6France....................................... 514 632 +23  

+  5659 693 6 7
Poland....................................... 122 144 +18 10 12

*= February

E m p lo y m e n t  a n d  W a g e s

Factory employment in March showed little change 
from  the February level. In New York State there was 
a slight increase but the gain from the low point of Jan
uary has been less than one per cent. For the country 
as a whole a small reduction occurred during the month. 
In A pril there appears to have been the usual seasonal 
reduction in factory employment but the expansion of 
outdoor activities, though somewhat delayed, served to 
maintain the general level of employment.

Railroad equipment plants in New York State in
creased their working forces in March to the highest level 
in more than a year in response to a larger demand for
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cars and locomotives during recent months, and em
ployment in iron and steel mills exceeded even the high
est level reached in the spring of 1923. A  further 
seasonal increase carried employment in the automobile 
factories close to the highest level reached last year, and 
renewed activity was reported in building materials. 
Factory workers ’ per capita earnings were close to those 
o f January, the highest ever reported.

The number o f workers called for at state employment 
offices in March was 83 per cent of the number of appli
cants for work as compared with 78 per cent a year 
previous, but as a result o f unseasonably cool weather 
there was no further increase in the demand for help in 
the first half o f A pril such as occurred last year.

For the country as a whole the demand for agricul
tural labor on A pril 1 was slightly larger and the supply 
slightly smaller than a year previous, and the wages 
offered were higher than on the corresponding date of 
any previous year since 1920. Because of the competi
tion with the high wages offered by industrial concerns, 
the farm wages offered in New York State were reported 
to be over 40 per cent higher than the average for the 
entire country.

B u ild in g

The volume of new building projects undertaken con
tinued very large in March. The F. W . Dodge Corpora
tion reports nearly $600,000,000 of contracts awarded in 
37 states, an increase o f 53 per cent over the February 
total and of 22 per cent over that o f March 1925. In the 
New York and Northern New Jersey district contracts 
awarded in March were 88 per cent larger than a year 
ago but did not equal the unusual volume of March 1924.

Permits issued during the month in 440 cities also 
showed a large increase over February, but the gain over 
March of last year was only 2 per cent, according to 
S. W . Straus Company reports. Many of the larger in
creases over last year were reported from Florida and 
other southern states.

Residential building continued to account for a consid
erable part of the increase in contracts in this district. 
In other districts, however, the principal gains were in 
commercial building and public works and utilities, 
while reductions compared with a year ago were reported 
in contracts for residential, industrial, and educational 
building.

In d e x e s  o f  B u sin ess  A c t iv i t y

A  continued high level o f general business in March is 
indicated by a majority o f the indexes computed by this 
bank. Car loadings of merchandise and miscellaneous 
freight showed slightly less than the usual seasonal in
crease, and retail trade appears to have been restricted 
by unfavorable weather conditions, but the indexes as

a whole show more increases than decreases and the ma
jority of them show a volume of business well above 
normal.

The following table gives this bank’s indexes in per
centages of the computed trend, with allowance for sea
sonal variations and, where necessary, for price changes.

(Computed trend of past years=100 per cent)

1925
1926

March Jan. Feb. March
Prim ary Distribution

Car loadings, merchandise and misc...... 105 105 106 103
Car loadings, other................................... 94 100 100 102

103 82 85 87 v
113 130 126 133p

Grain exports............................................ 104 47 37 51
Panama Canal traffic............................... 106 97 96

Distribution to Consumer
Department store sales, Second Dist.. . . 97 97 100 95
Chain store sales....................................... 96 97 96 89
Mail order sales........................................ 107 122 121 110
Life insurance paid for............................. 112 99 109 116
Real estate transfers................................. 111 110 113 109
Magazine advertising............................... 97 103 103 99
Newspaper advertising............................. 97 98 97 98

General Business Activity
Bank debits, outside of New York City. 110 114 113 113
Bank debits, New York City..................
Bank debits, 2nd District, exclusive of

121 128 124 140

New York City.....................................
Velocity of bank deposits, outside of

10G 110 106 106

New York City r..................................
Velocity of bank deposits, New York

98 r 106r 104r 105r

Shares sold on New York Stock Ex-
108r 120r 118r 128r

218 221 202 295
Postal receipts........................................... 95 97 100 101
Electric power........................................... 105 109 110
Employment, N. Y. State factories........ 99 101 101 ioi
Business failures....................................... 105 97 96 111
New corporations formed in N. Y. State 112 128 124 115
Building permits....................................... 143 149 144 147

General price level.................................... 186 188 187 186

*= Seasonal variations not allowed for p=Preliminary Revised

C o m m o d ity  P r ice s

Wholesale prices in March averaged 2.3 per cent lower 
than in February, according to the index of the Depart
ment of Labor. This decline was the largest since April 
of last year, and carried wholesale prices 6 per cent 
below the level of a year ago, canceling more than half 
the rise from the lowest point o f 1924. In  A pril a 
slightly lower level of prices than in March is indicated 
by this bank’s index of 20 basic commodities.

Prices of textile raw materials continued weak in 
April. Raw silk declined steadily and at $5.65 on April
28 was $1.25 lower than at the beginning o f the year. 
Spot cotton quotations at New York declined to 18.85 
cents, compared with over 21 cents early in January, 
and wool was slightly lower than in March. Crude 
rubber prices also showed a further moderate decline, 
and in the latter part o f A pril were little more than 
half the prices prevailing at the beginning of the year. 
Prices of hogs, grain, and sugar, however, were some
what higher than in March.
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Production was maintained at a high level in most 
leading industries in March. Steel ingot production 
was larger than in any previous month, and pig iron 
output increased substantially, following a decline in 
coke prices. Anthracite coal production was expanded 
to an unusually high level, and bituminous output was 
only moderately curtailed.

Automobile production in March showed a seasonal 
increase over February, and the total output of 428,000 
passenger cars and trucks was the largest in any month 
except October o f last year. Lumber production con
tinued at a high level in March and cement production 
showed more than the usual increase over February.

In A pril some curtailment o f productive activity has 
been reported, especially in steel and textiles. Reports 
from the Detroit automobile center show a moderate re
duction in the number o f workers employed. Silk goods 
production was further reduced, and plans for some 
curtailment o f cotton goods production were reported, 
following unsatisfactory sales in recent months.

The accompanying diagram indicates the course of 
consumption of the principal textile raw materials dur
ing the last eight years, and shows the increase in the 
use of silk and rayon relative to cotton and wool.

March indexes o f production, in which allowance has 
been made for seasonal variations and year-to-year 
growth, are shown in the following table, with compar
able figures for recent months and a year ago.

(Computed trend of past years=100 per cent)

P r o d u c t io n MILLIONS OF POUNDS 
Z5 Or

1925
1926

Mar. Jan. Feb. Mar.
Producers' Goods

Pig iron r ................................................... 119r 112r 108r 114r
Steel ingots................................................ 107 110 112 112
Bituminous coal........................................ 83 113 114 lOlp

106Copper, U. S. mines................................. 107 103 108r
Tin deliveries............................................ 111 129 100 103
Zinc............................................................ 96 105 106 98
Petroleum.................................................. 117 114 113
Gas and fuel oil......................................... 110 107 104
Cotton consumption................................. 96 93 102 io3
Woolen mill activity*............................... 93 86 84 85p 

116 p 
109 p 
69

Cement....................................................... 129 123 108
Lumber...................................................... 112 104 110
Leather, sole.............................................. 82 64 69
Silk consumption*.................................... 137 132 121 111

Consumers' Goods
Cattle slaughtered.................................... 110 104 106 116
Calves slaughtered.................................... 116 116 116 109
Sheep slaughtered..................................... 107 * 103 114 127
Hogs slaughtered...................................... 88 82 76 93
Sugar meltings, U. S. ports..................... 115 139 116
Wheat flour............................................... 89 90 90 94
Cigars........................................................ 96 86 94 110
Cigarettes.................................................. 80 80 74 83
Tobacco, manufactured........................... 98 111 109 111
Gasoline.............. ...................................... 129 137 136
Tires........................................................... 117 132 129
Newsprint.................................................. 113 119 127 i30
Paper, total............................................... 102 94 100 100
Boots and shoes........................................ 95 84 91 92p
Anthracite coal......................................... 85 2** 30** 104p
Automobile, all......................................... 119 120 132 132
Automobile, passenger............................. 121 120 133 137
Automobile, truck.................................... 112 121 128 110

WOOL

200 
150 
100

millions o r  POWPS 
lOOOp 
900 
600 
700 
600 
500 
400

COTT ON

muons of pounds

Consumption of Textile Raw Materials in the United States, 
Quartierly Averages for 1918 to 1925, and 

First Quarter of 1926.

C h a in  S to re  Sales

Chain store business during March showed about the 
same increase over the previous year as in February, 
but as the increase in the number of stores operated was 
not so large, sales per store compared more favorably 
with those of a year ago than in the previous months of 
this year.

Gains in volume of business were reported in all lines, 
but as in the past three months were particularly large 
in variety, drug, and grocery stores. More substantial 
increases than in any month since last October occurred 
in total sales of shoe and candy chains, and sales per 
store were closer to those o f a year previous than in any 
recent month. Increases in total sales of both tobacco 
and 5 and 10 cent stores were the largest for any month 
so far this year, and there was also a considerable im
provement in their sales per store.

*=Seasonal variation not allowed for **=Strike p =Preliminary r=Revise

Number of 
Stores

Total
Sales

Sales per 
Store

Variety........... .......................  ......................... +17.1 
+20.1 
+18.3 
+15.6  
+  5.8 
+13.4  
+22.7

+27.4  
+25.4  
+19.6  
+13.0  
+12.4  
+  8.4 
+  8.4

+  8.8 
+  4.4Drug....................................................................

Grocery.............................................................. +  1.1 
— 2.2Shoe....................................................................

Ten Cent............................................................ +  6.3 
— 4.4Tobacco...................................................... .

Candy................................................................. — 11.7

+16.8 +17.6 +  0.6

Percentage Change 
March 1926 from March 1925
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Although 9 out of 15 lines reported larger March 
sales than last year, wholesale trade in this district, mea
sured by a weighted average of reports from nearly 200 
concerns, showed a decrease of about 3 per cent com- 
pared with last March, despite the extra selling day this 
year. This decline was due chiefly to substantially 
smaller sales of women’s clothing and textiles. Silk 
sales dropped below the level of a year previous for the 
first time since September 1924 and sales of cotton job 
bers showed the largest decrease in over a year.

The largest increases occurred in sales of diamonds 
and machine tools. Stationery continued its steady gain 
and unusually large increases were reported by drug and 
grocery firms.

Shoe stocks dropped below the level of a year previous 
for the first time since last March, and stocks of gro
ceries, cotton goods and jewelry and diamonds remained 
smaller. Silk stocks, however, continued to be much 
heavier than a year ago, m en’s clothing showed a sub
stantial increase, and hardware remained practically 
unchanged.

Collections averaged about 3 per cent larger than last 
year, all lines with the exception of cotton jobbing and 
coats and suits reporting increases over last March. 
About the same average increase was reported in ac
counts receivable, although decreases were reported in 
four lines.

W h o l e s a l e  T r a d e

Commodity

Percentage 
Change 

Mar. 1926 
from 

Feb. 1926

Percentage Change 
March 1926 from March 1925

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

Collec
tions

Acc’ts
Receiv

able

Men’s clothing.............
Women’s dresses..........
Women’s coats and suits 
Cotton goods-Jobbers.. 
Cotton goods-Commis-

ion............................
Silk goods.....................
Shoes............................
Drugs............................
Hardware.....................
Machine tools..............
Stationery....................
Paper............................
Diamonds.....................

+17.7  
+  4.9 
+  4.1 
+43.9  
+  1.8

+18.0  
+  6.7 
+63.4  
+18.1 
+25.1 
+22.0  
+  1.1 
+16.2  
+21.8  
+  4.4

— 3.5
— 4.8

— 11.7

*— 0.3
— 8.7

+  i.5  

j +2.9

+  8.8 
+  0.6 
— 33.4 
— 19.7 
— 17.8
— 10.6
— 4.7 
+  7.3 
+10.3
— 7.5 
+19.7  
+10.8  
+  4.1 
+21.6  
+  2.3

— 1.4 
+14.2

— 10.1

*+48.8
— 4.5

+  ’ i*2 

| —9.2

+  9.7 
+  8.2

— 24 '.2 
— 8.7

+  2.6 
+  9.1
+  3.2

+  0.4 
+22.3

+  10.0 
+15.3

—20.7
— 7.3

+  5.3
— 0.3

— 1.7

+  ‘4.5 
+11.1

Weighted Average . . +18.9 — 2.8 +  2.6 +  3.4

*Stock at first of month— quantity not value.

D e p a r tm e n t  S to re  T r a d e

Sales of department stores in this district during 
March were 7 per cent larger than last year, due partly 
to the fact that Easter came a week earlier this year and 
partly to an additional selling day this March. A n 
index of department store sales computed by this bank, 
which makes allowance for these factors and for seasonal 
and price changes, was 95 per cent of normal in March 
compared with 100 in February and 97 in March a year

ago. Unseasonably cold weather in March, and in April 
as well, has retarded buying of spring merchandise.

Changes in the different localities compared with last 
year varied widely, ranging from an increase of 24 per 
cent reported in Bridgeport for the second consecutive 
month to a decrease of 6 per cent in Buffalo. Sales o f 
apparel stores were also 7 per cent larger, and mail order 
houses reported a gain o f 10 per cent.

Stocks of merchandise in department stores showed 
a 4 per cent increase over last year. In apparel stores 
the increase in stock was 12 per cent, almost double the 
increase in sales.

A  substantial increase over last year was again indi
cated in charge account collections, but accounts receiv
able at the end of the month also continued to be much 
larger. Outstanding instalment accounts reported by 
department stores remained smaller than a year ago in 
New York and Buffalo, but were larger in most other 
localities. The average for all reports received was a 
reduction o f 3 per cent.

Percentage Change 
March 1926 from March 1925

Locality

Net
Sales

Stock 
on Hand 
end of 
month

Collec
tions*

Accounts
Receiv
able*

+  7.4
— 6.3 
+12.6
— 4.4 
+  9.9 
+23.9  
+  6.7 
+11.7  
+  4.8 
+  4.8 
+11.7  
+  0.7 
+14.8

+  4.3 
+  6.8 
+  3.4 
+  2.1 
+  8.8 
+  8.3 
— 6.0

+  9.0 
+  8 3 
+22.1 
—13.2 
—  0.1

+19.4  
+  7.4 
+22.0
— 5.9
— 1.3

Buffalo...........................................
Rochester.......................................

Newark..........................................
Bridgeport.....................................

+  3.3 +  7.1
Northern New York State.......
Central New York State..........
Southern New York State........
Hudson River Valley vDistrict..
Capital District........................
Westchester District.................

All department stores....................... +  6.9 +  4.3 +  6.7 +11.7

Apparel stores............................... +  6.7 
+  9.9

+12.1 +25.6 +38.9
Mail order houses.........................

♦Exclusive of instalment accounts.

The following table shows sales and stocks by depart
ments compared with March of 1925.

Net Sales 
Percentage Change 

March 1926 
from 

March 1925

Stock on Hand 
Percentage Change 

March 31, 1926 
from 

March 31, 1925

Toys and sporting goods........................ +31.3  
+25.5 
+21.8  
+20.4 
+17.3 
+15.3  
+13.1 
+13.1 
+10.1 
+  9.4 
+  9.1 
+  8.9 
+  8.8 
+  7.5 
.+  1.5 
+  0.2 
—  2.6 
—30.1

+13.0 
+12.1 
— 0 4

Books and stationery..............................
Linens and handkerchiefs.......................
Furniture.................................................. +  7.7 

+  4.4 
0

Toilet articles an i drugs.........................
Men’s furnishinrs....................................
Shoes........................................................ +  6.2 

+15.0 
— 2.1

Luggage and other leather goods..........
Cotton goods .........................................
Men’s and Boys’ wear............................ +  6.6 

+  9.4 
+  9.5
— 7.0 
+  2.2
— 2.1

Silverware and jewelry...........................
Hosiery.....................................................
Women’s ready-to-wear accessories. . . .  
Home furnishings....................................
Silks and velvets.....................................
Musical instruments and radio.............. +  4.3 

— 4.1 
— 18.5

Women’s and Misses’ ready-to-wear . . .  
Woolen goods............. .............................
Miscellaneous........................................... — 0.3 — 8.9
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York June 1, 1926

B u sin ess  C o n d it io n s  in  th e  U n ite d  S ta tes

T H ERE was a slight decline in the activity of in
dustry and trade in April, and a further reduction 
in the general price level. Commercial demand 

for bank credit continued large and the volume of secur
ity loans, after a rapid decline since the turn of the year, 
remained at a constant level.

P rodu ction

Production in basic industries, according to the Fed
eral Reserve B oard ’s index, decreased 1 per cent in 
April, slight increases in production of lumber and pig 
iron being more than offset by declines in output in other 
industries. Particularly large recessions were shown in 
the production of steel ingots and in textile mill activity. 
Automobile production, not included in the index, con
tinued in large volume. Factory employment and pay 
rolls declined slightly in April, particularly in the food, 
tobacco, textile, and boot and shoe industries. The value 
of building contracts awarded during A pril was smaller 
than in March and practically the same as in A pril of 
last year. Awards for the first two weeks in May, how
ever, showed increases as compared with the same weeks 
in 1925. Reports by the Department of Agriculture in
dicate that up to the first o f May 68 per cent of spring 
plowing and 56 per cent of sowing and planting was 
completed, compared with about 83 per cent and 66 per

TER CENT

Index of United States Bureau of Labor Stjatistics. (1913 =  100;
base adopted by Bureau). Latest figure, April.

cent last year. On the basis of the condition o f winter 
wheat on May 1, a yield of 549,000,000 bushels is fore
cast, compared with a final yield of 398,000,000 bushels 
in 1925.

T rade

The volume of wholesale trade in April was seasonally 
smaller than in March for all lines except meats. Com
pared with a year ago, sales of groceries, meats, and 
drugs were larger in April, while sales of dry goods, 
shoes, and hardware were smaller. Department store 
sales increased less than usual and were somewhat 
smaller than a year ago. Sales of mail order houses 
were slightly smaller than in March but continued to be 
larger than in the corresponding month of 1925. There 
was some decrease in the stocks of merchandise held by 
wholesale firms during the month, and inventories of 
department stores showed less than the usual seasonal 
increase, though they were larger than a year ago. 
Weekly freight car loadings decreased in the early part 
of A pril but ]ater increased, and the volume of ship
ments for the month of A pril as a whole and for the 
first two weeks in May was larger than in the corres
ponding periods of any previous year.

P rices

Wholesale commodity prices, according to the Bureau 
of Labor Statistics index, declined slightly from  March

PERCENT

Index of 22 Basic Commodities, adjusted for Seasonal Variations
(1919 =  100). Latest figure, April.
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PER CENT

Index of Department Store Sales in 359 Stores (1919 =  100 Per 
Cent. Latest figure, April).

to April. Increases in the farm products and food 
groups, which had been declining for several months, 
were more than offset by decreases in other groups. The 
greatest declines were in the prices of clothing materials. 
In the first three weeks of May prices of wheat, cattle, 
sheep, cotton goods, pig iron, bricks, and rubber declined, 
while those of hogs, raw silk, and crude petroleum in
creased.

B a n k  C redit

Commercial demand for bank credit at member banks 
in leading cities continued in large volume between the 
middle of A pril and the middle of May. Liquidation of 
security loans which had been rapid since the beginning 
of the year, did not continue after the middle o f April, 
and the volume of these loans remained fairly constant 
at a level about $450,000,000 below the peak at the end 
of 1925. There was some addition to the banks’ invest
ments and the total of their loans and investments was 
about $1,000,000,000 larger than at the same period of 
last year.

Withdrawals of funds from New York were reflected 
in an increase between the middle of A pril and the mid
dle of May in borrowings by member banks from the 
Federal Reserve Bank of New York while borrowings at 
most of the other Reserve Banks declined. Open market 
holdings of the Reserve Banks remained fairly constant 
during the period and there was little change in the 
total volume of Reserve Bank credit outstanding.

Money rates late in A pril reached the lowest level for 
a year, but in May conditions in the money market be
came somewhat firmer.

M o n e y  M a r k e t

The movement in A pril toward easier money condi
tions was not continued during May and rates remained 
firm at about the levels reached in the latter part of 
April, or were slightly higher. The following table 
shows the changes in money rates between A pril 1, April 
27, and May 27.

Reserve Bank Credit: Monthly averages of daily figures for 12 
Federal Reserve Banks. Latest figures are averages of 

first 21 days in May.

April 1, 1926 April 27, 1926 May 27, 1926

Time Money—90 day 4 4
Prime Commercial Paper.......... 4 4
Bills—90 day 
Treasury Certificates:

3% 3 Vs 3%

4-5 months............................. 3.19 2.99 3.17
7-8 months 3.55 3.19 3.22

Slightly firmer money conditions in New York may be 
accounted for largely by a continued commercial demand 
for credit and currency and a considerable transfer of 
funds from New York to other centers.

The increase in the amount of currency required for 
circulation was shown by an excess of payments of cur
rency over receipts at the Reserve Bank of about 35 mil
lion dollars. The changes in loans on stocks and bonds, 
commercial loans, and investments o f New York City 
banks and reporting member banks outside New York 
City since the first o f 1925, are shown in the accompany
ing diagram.

NEW YORK 1ITY

ccWMERCtAU toArt.15

INVESTMENTS ' JS

.•••—***l

OUT'• IOC N

LOANS ON SECURITIES
vc |

Loans and Investments of Reporting Member Banks in 
New York City and Elsewhere.
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FEDERAL RESERVE AGENT AT NEW YORK 3

Between April 21 and May 19 there was a net move
ment of funds from New York to the interior of about 
50 million dollars, which may be explained partly by the 
demand for funds in different parts o f the country for 
business activity and partly by the prevalence in New 
York of lower money rates than in previous weeks.

L o a n s  to  B r o k er s  a n d  D e a l e r s
Reports o f loans to brokers and dealers by New York 

City banks for their own account and for the account of 
their correspondents indicated that such loans have for 
some weeks been relatively stable at the levels reached in 
April. The figures reported for the third week in May 
were slightly lower than the lowest reached in April. 
Since the first of the year loans by New York banks for 
their own account have decreased 440 million dollars and 
loans placed for correspondents and others have de
creased 290 million dollars, a total decline of 730 million 
dollars since the first o f the year. The movement o f 
these loans is shown in the accompanying diagram, and 
the figures for the latest available date, May 19, 1926, 
are as follows:
Total loans for own account.......................................  $ 894,171,000
Total loans for out-of-town correspondents..............  963,751,000
Total loans for others....................................................  550,773,000

$2,408,695,000

B il l  M a r k e t
Accompanying the somewhat firmer money conditions 

o f May the distribution o f bills was limited and bills 
began to accumulate in dealers’ portfolios, until by the 
middle o f the month these portfolios were larger than 
100 million dollars and probably larger than they had 
ever been before. As a reflection of these conditions 
dealers on May 18 increased by Ys their rates for all 
maturities above 30 days. This change brought the offer
ing rate for 90 day bills from 3 ^  to 3y±. On May 20 
the Federal Reserve Bank of New York reduced slightly 
its buying rates for bills so as to purchase 1— 30 day 
maturities at 3 ^ ;  31— 90 day maturities at 3 1 4 ; 4 month 
maturities at 3 % ; and 5 to 6 months at 3% . The lower 
buying rates o f the Reserve Bank enabled member banks 
to buy bills more freely, with the knowledge that i f  nec
essary, they could sell them to the Reserve Bank without 
sustaining a loss. On May 26 the dealers raised their 
rates for unendorsed 90 day bills a further % . Follow
ing the increase in the market rate and the lowering of 
the buying rate of the Reserve Bank, there was a larger 
distribution and dealers’ portfolios were reduced.

C o m m e r c ia l  P a p e r
The prevailing rate on commercial paper during May 

continued to be 4 per cent, although there were some 
offerings o f special names at 3%. The market for paper 
in New York City continued quiet and the most active 
buying was by out-of-town accounts, particularly in the 
Middle West. The volume of commercial paper coming 
into the market continued small and hardly sufficient to 
meet the demand fully. The amount of commercial 
paper outstanding at the end of A pril was 663 million 
dollars, compared with 668 million dollars at the end 
o f March.

MILLIONS OF DOLLARS

1 9 2 6
Loans to Brokers and Dealers in Securities Placed by 

New York City Reporting Member Banks.

T h e  F r e n ch  D e b t  A g re e m e n t
A n agreement for the settlement o f France’s debt to 

this country, was reached by Ambassador Berenger and 
the United States W orld W ar Foreign Debt Commission 
on A pril 29, 1926, subject to ratification by the respec
tive governments. According to this agreement, France 
would pay over a period of 62 years $6,848,000,000, rep
resenting principal and accrued interest of $4,025,000,000 
with future interest payments amounting to $2,823,- 
000,000. No interest is to be paid until 1930, and there
after interest charges begin at 1 per cent per annum 
and progress to a maximum of 3%  per cent for  the 
years 1965 to 1987. Annual payments covering both 
principal and interest commence at $30,000,000 in 1926 
and increase gradually until the seventeenth year, when 
the payment reaches $125,000,000 and continues at that 
amount for the balance of the 62 years, except in the 
last year when the amount remaining is slightly smaller.

When this agreement shall have been ratified the fund
ing of the major part of foreign debts to the United 
States Government will be completed. There will then 
remain to be funded only $244,000,000 out of a total 
original war debt of $10,100,000,000. The debts remain
ing unfunded comprise obligations of Russia, Greece, 
Armenia, and also that of Austria, settlement of which 
has been deferred by Congress until 1943.

I f  the agreement with France is ratified in its present 
form the principal and accrued interest o f the debts 
funded by 13 countries will total $11,522,354,000. Under 
the terms of the agreements with the different nations, 
payments of $22,143,539,993 are to be received by the 
United States over a period of 62 years in settlement of 
principal and interest charges. The “ present value”  of 
these payments on a 4%  per cent interest basis amounts 
to a total of $6,889,936,239 at dates of settlement. The
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following table gives the figures for each of the debt S e cu r ity  M a rk e ts  
funding arrangements, assuming that the proposed 
agreement with France is ratified.

Great Britain..
France.............
Italy................
Belgium..........
Poland.............
Czechoslovakia
Jugoslavia.......
Rumania.........
Esthonia..........
Finland............
Lithuania........
Latvia..............
Hungary..........

Tota*............

Principal of 
debt as 
funded

$ 4,600,000,000
4.025.000.000
2.042.000.000

417.780.000
178.560.000 
115,000,000
62.850.000
44.590.000
13.830.000 
9,000,000
6.030.000
5.775.000
1.939.000

$11,522,354,000

Tota* amount 
of principal 
and interest 

to be received

$11,105,
6,847,
2,407,

727,
435,
312,
95,122
33,
21,
14,
13
4,

965,000
674,104
,677,500
,830,500
,687,550
,811,434
,177,635
,506,260
,331,140
,695,055
,531,940
,958,635
,693,240

$22,143,539,993

Present value 
of payments 

on a 
4 per cent 
annual basis

3,792,528,700
2,008,122,624

538,136,500
226,040,300
147,208,100
92,166,200
20,236,715
35.342.500
11.403.500
7.420.200 
4,971,100
4.761.200 
1,598,600

$ 6,889,936,239

Ratio of 
present 

value 
to debt 

as funded 
(per cent)

82
50
26
54
82
80
32
79
82
82
82
82
82

60

F o r e ig n  E x c h a n g e
The outstanding events in the foreign exchange mar

ket during May were the advance of sterling above par 
on May 13 for the first time since 1914, the decline of 
Belgian and French francs to 2.74 cents, the lowest 
values ever recorded, and the break in the lira, which 
had been fairly stable at slightly over 4 cents, to 3.35 
cents. A  quick recovery occurred in the lira after the 
middle of May, and French and Belgian francs regained 
a part of their losses late in the month.

Other European exchanges showed little change dur
ing the month. The premium on the Canadian dollar 
was reduced below the gold export point. The rupee 
was firmer, being quoted at 36%  cents during the greater 
part of the month. The yen ranged from 46%  cents to 
47%  cents, and Chinese exchange showed little change 
following a partial recovery from  the low points reached 
in the third week of April. Brazilian rates advanced 
steadily, reaching 15 cents toward the close of the month, 
while Argentine quotations, after rising to 40.37 cents on 
the 11th, declined to 40.11 cents.

CENTS

Stock price movements continued irregular in May 
and trading was relatively quiet. Averages o f represen
tative industrial stocks remained above the low point of 
the year in March, but below the levels of late April. 
Railroad stock averages held within a few points o f the 
high levels of January.

Corporation bond averages continued to advance and 
reached the highest levels since early in 1917. The 
strength in high grade bonds is attributed at least in 
part to buying by banks and other financial institutions. 
Total investment holdings of weekly reporting member 
banks in all districts have increased about $250,000,000 
since the first of the year, largely due to increased hold
ings o f securities other than United States Government 
issues.

Liberty and Treasury bonds receded slightly in May 
from the high points of the year. Prices of French, 
Belgian, and Italian bonds declined, accompanying weak
ness in the exchange rates, Polish bonds declined over 5 
points due to the overthrow of the W itos government, 
and British bonds were temporarily unsettled by the 
strike.

The following diagram shows the par value of all 
bonds sold on the New York Stock Exchange in each 
month since the beginning of 1922. Trading in Govern
ment bonds has diminished greatly, due to the retirement 
of one issue and reduction in the floating supply of 
others. The volume of trading in foreign bonds has been 
well sustained, and sales of corporation bonds have ac
counted for a steadily increasing proportion of the total. 
As the diagram shows, the total volume of trading de
clined sharply in the first eight months of 1925, but has 
since then increased almost continuously. The sales on 
the exchange, shown below, are only a limited part of 
total transactions in bonds.

’'•’U fa’a* A ' i l l

York. Last Quotations in Each Week, 1924 to 1926.

19 ZZ 1923 19£4 1925 1926
Par Value of Bonds Sold on New York Stock Exchange in 

Each Month Since 1921.

New security issues in the first four months of 1926 
amounted to $2,626,000,000, compared with $2,495,000,- 
000 in the corresponding period of 1925, but the volume
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of new financing in May was small. State and muni
cipal bond issues in May were the heaviest since Febru
ary, but all other groups were smaller than in April. 
Public utility financing was the principal element in 
corporation offerings. The flotation of the major part of 
$35,000,000 of United States of Brazil bonds in this mar
ket brought the total of foreign issues since the first of 
the year slightly above that o f the corresponding period 
last year.

G o ld  M o v e m e n t
As a result of the reversal of the gold movement be

tween this country and Canada, there was a net export 
of $4,800,000 of gold from the United States in April, 
thê  first export balance since last November. Gold trans
actions with countries other than Canada were small. 
Total exports amounted to $17,900,000, and imports to 
$13,100,000, or little more than the Canadian movement.

W ith the shipment of an additional $8,000,000 to 
Canada during the first week in May, the premium on 
Canadian exchange was reduced below the shipping 
point and the outflow to that country ceased. Gold 
movements through the Port of New York in the first

1926 Imports Exports

Excess of

Imports Exports
January...........
February.........
March..............
April................
May*...............

$19,351,202
25,415,655
43,412,576
13,125,633

506,000

$3,086,870
3,851,374
4,224,564

17,883,865
8,890,000

$16,264,332
21,564,281
39,188,012

$4,758,232
8,384,000

*=Port of New York and Canadian shipments only.

M IL L IO N S  
O F DOLLARS

E X P O R T S

25 days o f May were unimportant, total exports amount
ing to $890,000, and imports to approximately $500,000.

The movement of gold since the first of the year is 
summarized in the foregoing table.

F o re ig n  T r a d e

A n unfavorable trade balance occurred in A pril for 
the fourth consecutive month, but the excess of imports 
was reduced from  $70,000,000 in March to $10,000,000 
in April. A pril exports o f merchandise, valued at 
$388,000,000, were $14,000,000 larger than in March, but 
$10,000,000 smaller than in A pril 1925. Imports, valued 
at $398,000,000, were $45,000,000 smaller than in March, 
but $52,000,000 above those of a year ago.

The diagrams below show the tendencies in our foreign 
trade during recent years. They indicate that the recent 
high level of imports has been due to heavy importations 
of raw materials for our industries, while receipts of fin
ished manufactures and other groups of commodities 
have shown only a very gradual increase, accompanying 
the expansion in the total volume of trade. Exports of 
finished manufactures greatly exceed such imports, and 
have increased substantially during the past four years, 
especially shipments of automobiles, and gasoline and 
other petroleum products.

Cotton exports, which constitute the largest item in 
exports of crude materials, have been generally much 
smaller than in the years just preceding the war, but 
have tended to expand until the past few months. It is 
this recent decline in cotton exports, accompanying un
settled industrial conditions in Europe, together with 
large raw material imports for our industries, which has 
led to the unfavorable trade balance of recent months.

IM P O R T S MILLIONS 
OF DOLLARS
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There were substantial reductions in A pril in textile 
mill activity, but production in other leading industries 
showed little more than the usual seasonal variations 
compared with March, and was larger than a year ago 
in a m ajority of cases.

P ig iron production reached the highest daily rate 
since 1923, but some curtailment has been reported in 
May. Steel ingot production showed less than the usual 
seasonal decline from  March to April, and a subsequent 
reduction in output has proceeded more slowly than in 
either of the two previous years. Automobile produc
tion failed to show the usual increase over March, but 
was maintained at a high level in April.

A pril indexes of production, in which allowance is 
made for the usual seasonal variations and year-to-year 
growth, are shown below with comparable figures for 
previous months and a year ago.

(Computed trend of past years=100 per cent)

P r o d u c t i o n (Computed trend of past years=100 per cent)

Producers' Goods
Pig iron.....................................
Steel ingots..............................
Bituminous coal....................
Copper, U. S. mines............
Tin deliveries.........................
Zinc............................................
Petroleum................................
Gas and fuel o il .. ................
Cotton consumption...........
Woolen mill activity*.. . .
Cement.....................................
Lumber.....................................
Leather, sole...........................
Silk consumption*................

Consumers' Goods
Cattle slaughtered................
Calves slaughtered..............
Sheep slaughtered................
Hogs slaughtered..................
Sugar meltings, U. S. ports
Wheat flour.............................
Cigars........................................
Cigarettes................................
Tobacco, manufactured.. .
Gasoline....................................
Tires...........................................
Newsprint................................
Paper, total.............................
Boots and shoes.....................
Anthracite coal......................
Automobile, a ll......................
Automobile, passenger 
Automobile, truck................

1925

Apr.

112100
92

104122
96122111101
89

129
113
80121

112
106
115
92

113
90
95
82

104
129
128
118
106101
98

134
139
115

1926

Feb.

108112
114
108100
106
113
104102
84

108110
69121

106
116
114
76

116
90
94
74

109
136
129
127 100
92
30**

132
133
128

Mar.

114112102
106
103
98

109 
105 
103
83

116110 
69111

116
109 
127
93 100
94110 
83111

137
117
130100
93

105
131r
137
103r

Apr.

117
113
109
106
126101

95
79p112
67

105

116
93

113
92
93 

4 97 
105
81

107

129

90p
108
130 
135 110

*= Seasonal variation not allowed for **=Strike p=Preliminary r=Revised

In d e x e s  o f  B u sin ess  A c t iv i t y

General business activity in A pril appears to have 
maintained the high level of the first three months of 
the year. Bank debits in 140 centers outside of New 
York City were 9 per cent larger than a year ago. A  
continued large primary distribution of goods was indi
cated by railway car loadings, which showed increases 
over last year in most classes of freight. Mail order 
sales continued larger than a year ago, but A pril sales 
at department stores declined slightly below last year’s 
level.

In  the following indexes of business activity, allowance 
has been made for the usual year-to-year increase, sea
sonal variations, and where necessary, for price changes.

1925 1926

Apr. Feb. Mar. Apr.
Primary Distribution

Car loadings, merchandise and misc....... 106 106 103 103
Car loadings, other................................... 108 100 102 111

95 85 87 94 p
111 126 133 128p

Grain exports............................................ 146 37 51
Panama Canal traffic............................... 97 96 109

Distribution to Consumer
Department store sales, 2nd Dist........... 93 100 95 89
Chain store sales....................................... 93 96 89 92
Mail order sales........................................ 109 121 110 109
Life insurance paid for............................. 117 109 116 112
Real estate transfers................................ 116 113 109 107
Magazine advertising............................... 97 103 99 100
Newspaper advertising....................... .. 95 97 98 96

General Business Activity
Bank debits, outside of New York City. 109 113 113 115
Bank debits, New York City.................. 113 124 140 130
Bank debits, 2nd Dist. excl. N. Y. C__ 99 106 106 105
Velocity of bank deposits, outside of New 

York City.............................................. 97 104 105 105
Velocity of bank deposits, New York City 100 118 128 124
Shares sold on New York Stock Ex-

141 202 295 171
Postal receipts........................................... 103 100 101 101
Electric Power........................................... 106 110 113
Employment, New York State factories. 99 101 101 ioo
Business failures....................................... 122 96 111 121
New corporations formed in New York

107 124 115 112
Building permits....................................... 169 144 147 147
General price level.................................... 183 187 186 186

*=Seasonal variations not allowed for p=Preliminary

E m p lo y m e n t

A  recession of 1 per cent in factory employment from  
March to April represented chiefly the usual decrease in 
seasonal industries, but there were indications o f re
duced activity, due to other than seasonal causes, in a 
few industries that have been operating at high levels in 
recent months.

W orking forces in the steel mills o f New York State, 
which in March were the largest in recent years, showed 
a moderate reduction in April, and a decrease occurred 
also in railway equipment plants. Automobile factories 
maintained a high level of employment, but showed no 
such increase as in A pril of last year. Further declines 
occurred in machinery and electrical apparatus plants. 
A t least small reductions were reported in all branches 
of textiles, and substantial seasonal reductions occurred 
in clothing.

In  May a further gradual decline in factory activity 
is reported, but road construction, building activity, and 
farm work offered a considerably greater volume of em
ployment, so that an actual shortage of high grade un
skilled labor and some types of skilled mechanics is 
reported by the State Employment Service.

B u ild in g

The volume of prospective building in A pril continued 
near the highest levels ever reached, but the rate of in
crease over a year previous appears to be diminishing. 
Building and engineering contracts awarded in 37 states 
were reported by the F. W . Dodge Corporation as 5 per 
cent smaller than in March, and less than 1 per cent 
larger than in A pril of last year. The New York State
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and Northern New Jersey district showed a 30 per cent 
gain over last year, but the total for all other reporting 
districts was 8 per cent smaller, notwithstanding a large 
increase in the southeastern states.

Permits issued during A pril in the 484 cities reporting 
to the S. W . Straus Company were 8 per cent less than 
a year ago. The New York City total was only slightly 
below the large total of April 1925, but substantial 
recessions were reported in Chicago, Cleveland, Los A n
geles, Philadelphia, and St. Louis. The principal in
creases, with a few exceptions, continued to be reported 
from Florida and other southern states.

Employment reports from New York State indicate 
a considerably higher level of activity in the production 
of building materials than a year ago, and lumber pro
duction also was larger, according to reports from  the 
National Lumber Manufacturers Association. Stocks of 
lumber and cement were larger than last year, however, 
and material costs declined slightly further. Due to the 
high level of wages, building costs continued at least as 
high as a year ago.

W h o le sa le  T r a d e
A pril wholesale trade in this district averaged nearly 

11 per cent smaller than a year previous, the largest 
decrease reported since the summer of 1924. This de
crease was due partly to smaller sales of textiles and 
partly to the slow spring trade in clothing due to cold 
weather.

Sales of diamonds, machine tools, stationery, and gro
ceries continued larger than last year, and paper and 
drug sales showed the largest year-to-year increase for 
any month in more than a year.

Stocks of jewelry and diamonds and cotton goods re
mained smaller than a year ago, while stocks of gro
ceries and shoes showed the largest reductions in more 
than a year. Silk stocks remained far heavier than last 
year, and hardware stocks continued slightly larger.

Collections in most lines compared less favorably than 
in March with those o f a year ago. Accounts outstand
ing at the end of A pril averaged slightly smaller than 
last year, due largely to the dull business of recent 
months in the women’s clothing trade.

C o m m o d i t y

G r o c e r i e s ....................
M e n ’s  c l o t h i n g .........
W o m e n ’s  d r e s s e s .  
W o m e n ’s  c o a t s  a n d  s u i t s  
C o t t o n  g o o d s - J o b b e r s . .  
C o t t o n  g o o d s - C o m m i s -

s i o n ..............................
S i l k  g o o d s .......................
S h o e s ...............................
D r u g s ..............................
H a r d w a r e .......................
M a c h i n e  t o o l s ...............
S t a t i o n e r y ......................
P a p e r ..............................
D i a m o n d s .......................
J e w e l r y ...........................

W e ig h t e d  A v e r a g e . .

P e r c e n t a g e  
C h a n g e  

A p r i l  1 9 2 6  
f r o m  

M a r c h  1 9 2 6

N e t

— 8.8 
— 3 5 . 2  
— 2 1 . 5  
— 5 7 . 1  
— 1 1 . 4

— 3 3 . 3
— 2 7 . 0
— 2 1 . 9
—  8 . 3  
+  6 . 4  

— 1 5 . 2
—  4 . 6
—  3 . 0  
— 2 1 . 3  
— 1 6 . 0

-21.6

S t o c k  
e n d  o f  
m o n t h

— 1 3 . 2

+ 0.1

— 1.2
—  6 . 4
—  4 . 6— 1.6

' +  4 . 4

P e r c e n t a g e  C h a n g e  
A p r i l  1 9 2 6  f r o m  A p r i l  1 9 2 5

N e t
S a l e s

+ 2.6 
— 1 4 . 7  
— 3 0 . 4  
— 3 6 . 4  —12.6
— 1 9 . 1  
— 1 4 . 5  
— 1 8 . 8  
+ 1 3 . 0  — 0.6 
+  7 . 3  + 6.6 
+ 1 3 . 3  
+  9 . 2  

—  6 . 3

—10.6

S t o c k  
e n d  o f  
m o n t h

—  7 . 7

—  9 . 8

+ 5 7 . 8  
— 1 4 . 3  
—  4 . 8  
+  1 . 9

8.2

C o l l e c 
t io n s

+ 1 4 . 8  
+  3 . 2  —12.1 —22.8 
—  9 . 5

—  2 . 3  
+  3 . 7  
+ 1 3 . 0

—  8 . 5

+ ’9!5 
+  5 . 8

— i4.*6
— 0.2

A c c t ’s
R e c e i v 

a b le

+  3 . 8  + 8.6
—  9 . 3  
— 2 4 . 3
—  9 . 4

— 2.0
—  6 . 7  
+  5 . 7— 0.1
+ 2 8 !  9  
—  2 . 5

+ 1 9  . '3

D e p a r tm e n t  S to re  T r a d e
Department store sales in this district during April 

were slightly smaller than a year previous for the first 
time since the middle o f 1924. This decrease may be 
partly accounted for by the earlier Easter this year and 
unseasonably cold weather. Apparel store sales also 
showed a slight decrease compared with last year. This 
bank’s index of department store sales in which allow
ance is made for seasonal variations, price changes, and 
the date of Easter, as well as year-to-year growth, de
clined to 89 per cent of normal, compared with 95 per 
cent in March and 93 per cent a year ago.

Average stocks of merchandise for A pril and for the 
first four months of this year have been larger relative 
to those of a year ago than sales, and consequently the 
rate of turnover, both for department and apparel stores, 
has been smaller than last year.

Collections on regular charge accounts showed about 
the same increase over last year as in March, but out
standing accounts declined to approximately the level 
of a year ago. Instalment accounts were larger than 
last year in all reporting cities except Buffalo.

P e r c e n t a g e  C h a n g e  
A p r i l  1 9 2 6  f r o m  A p r i l  1 9 2 5

L o c a l i t y r N e t  
[ S a le s

S t o c k  
o n f H a n d  

e n d f o f  j 
m o n t h

C o l l e c 
t i o n s *

A c c o u n t s
R e c e i v 

a b l e *

—  0 . 2
—  7 . 5
—  2 . 1
—  5 . 1  
+  2 . 9  
+  8 . 3  
+  0 . 4  
— 2 1 . 2
—  1 . 0  
+ " 0 . 1  
+  6 . 2  
— ’‘ 1 . 8  
+  7 . 7

+  4 . 1  
—  0 . 6  
—  0 . 6  
—  0 . 2  
+  6 . 7  
+  3 . 4  

■* —  5 . 9

+  7 . 3  
+  0 . 4  
+ 1 5 . 4  

— 1 4 . 4  
+  3 . 8

+ i 2 i i

—  3  . 2
—  2 . 1  
+ 1 8 . 6  
—  0 . 9  
+  5 . 2

B u f f a l o ...............................................
R o c h e s t e r . .........................................

B r i d g e p o r t .........................................
E l s e w h e r e ........................................... +  7 . 0

N o r t h e r n  N e w  Y o r k  S t a t e ........
C e n t r a l  N e w  Y o r k  S t a t e ...........
S o u t h e r n  N e w  Y o r k  S t a t e ........
H u d s o n  R i v e r  V a l l e y  D i s t .........
C a p i t a l  D i s t r i c t ............................
W e s t c h e s t e r  D i s t r i c t ...................

A l l  d e p a r t m e n t  s t o r e s ..................... —  0 . 4 +  3 . 0 +  6 . 4 +  0 . 6

A p p a r e l  s t o r e s .................................. —  0 . 6  
+  3 . 9

+ 1 1 . 7
M a i l  o r d e r  h o u s e s ........................... v

* = E x c l u s i v e  o f  i n s t a l m e n t  a c c o u n t s

Comparisons of A pril sales and stocks with those of 
a year ago are shown by departments in the following 
table.

— 1 .2

. N e t  S a le s  
P e r c e n t a g e  C h a n g e  

A p r i l  1 9 2 6  
f r o m  

A p r i l  1 9 2 5

S t o c k  o n  H a n d  
P e r c e n t a g e  C h a n g e  

A p r i l  3 0 ,  1 9 2 6  
f r o m  

A p r i l  3 0 ,  1 9 2 5

L i n e n s  a n d  h a n d k e r c h i e f s ......................... + 1 8 . 9  
+ 1 6 . 8  
+ 1 4 . 4  
+ 1 4 . 2  
+ 1 1 . 4  
+  9 . 4  
+  8 . 9  
+  8 . 1  
+  5 . 2  
+  4 . 9  
+  1 . 0  

0

—  1 . 0
B o o k s  a n d  s t a t i o n e r y ................................. +  3 . 7  

—  6 . 5F u r n i t u r e .......................................................
T o i l e t  a r t i c l e s  a n d  d r u g s ........................... +  5 . 9  

+ 1 1 . 6  
+ 1 1 . 6  
+ 1 5 . 2  
+  3 . 5  
+  5 . 9  
+  0 . 1

—  7 . 8
—  2 . 3
—  4 . 3

T o y s  a n d  s p o r t i n g  g o o d s ..........................
L u g g a g e  a n d  o t h e r  l e a t h e r  g o o d s ...........
C o t t o n  g o o d s ...............................................
H o m e  f u r n i s h i n g s ........................................
H o s i e r y ..........................................................
S h o e s ..............................................................
W o m e n ’s  r e a d y - t o - w e a r  a c c e s s o r ie s .  . . . 
S i l k s  a n d  v e l v e t s .........................................
M e n ’s  f u r n i s h i n g s ....................................... —  1 . 3
S i l v e r w a r e  a n d  j e w e l r y .............................. —  4 . 0 +  5 . 9  

+  7 . 6
—  9 . 6
—  0 . 8

M e n ’s  a n d  b o y s ’ w e a r ................................ —  4 . 1
W o m e n ’s  a n d  M i s s e s ’ r e a d y - t o - w e a r . . . . 
M u s i c a l  i n s t r u m e n t s  a n d  r a d i o ...............

—  9 . 8  
— 2 8 . 3

W o o l e n  g o o d s ............................................... — 3 3 . 2 — 1 3 . 1
M i s c e l l a n e o u s .............................................. —  3 . 2 — 1 2 . 0

i
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Reports for the first quarter from 108 industrial and 
mercantile corporations show net earnings nearly 30 per 
cent larger than last year, and substantially larger than 
in the corresponding period in any other recent year. 
A ll o f the principal groups of corporations, except 
leather companies, showed increases over last year. 
Earnings of automobile producers were unusually large.

The following table summarizes the available reports 
of first quarter earnings. Earnings are shown after 
expenses and interest charges, but before dividends.

B u s i n e s s  P r o f i t s

(Net profits in thousands of dollars)

Group
No. of 
Corpo
rations

1923

First
Quarter

1924

First
Quarter

1925

First
Quarter

1926

First
Quarter

Motor and motor accessories.. . . 15 33,650 29,238 32,523 53,139
Oil................................................. 14 20,206 28,900 23,173 23,729
Steel............................................... 13 27,342 45,491 33,334 41,502
Food and food products.............. 15 11,358 11,121 11,108 14,505
Machine and machine mfg.......... 9 2,894 3,284 3,816 4,198
Metal and mining........................ 14 8,308 7,730 10,591 10,800
Leather......................................... 4 1,443 Def. 119 942 190
Chemical....................................... 5 2,933 2,324 2,898 3,878
Miscellaneous............................... 19 7,789 6,473 7,532 10,116

Total 9 groups......................... 108 115,923 134,442 125,917 162,057

Telephone..................................... 70 36,168 34,709 44,325 51,142*
Other public utilities................... 32 14,087 13,999 15,375 17,139

Total public utilities................

Class I Railroads.........................

102

188

50,255

184,528

48,708

202,713

59,700

204,606

68,281

223,559

*=Partly estimated

W a g e s  a n d  P r ices  in  th e  U n ite d  S ta tes  a n d  E n g la n d
In view of recent labor difficulties in England, the 

comparisons of wages and prices in the United States
PER

CENT

Wages, Prices, and Cost of Living in England (1913 averages 
IOO per cent).

and in England shown in the accompanying diagrams 
are of interest. They indicate the changes in the pur
chasing power o f wages in the two countries in the past
7 years.

In a large number of the industries of Great Britain 
wages have been adjusted in recent years in accordance 
with changes in the cost of living, and in other industries 
in accordance with the selling price of the products o f 
the industries. This arrangement, which applies to a 
considerable proportion of all industrial wage earners, 
was made primarily to prevent a reduction of living 
standards below the pre-war level at times of depressed 
industrial conditions. Partly as a consequence of this 
arrangement, wages and the cost of living in England 
have moved closely together and the purchasing power 
of wages paid during the last three years has been ap
proximately the same as before the war.

In the United States, wages declined at approximately 
the same rate as the cost of living from the latter part 
of 1920 until early in 1922, but for more than a year 
thereafter, with the revival of industrial activity and 
with the labor supply limited by curtailed immigration, 
wages were advanced rapidly until by the middle of
1923 they were close to the highest levels of 1920. In 
the subsequent three years this high level of wages has 
been maintained and the cost of living has remained 
about steady; so that with full employment the purchas
ing power of wage earners is now far greater than in 
pre-war years. The fact that corporation profits have 
reached unusually high levels, despite the wide spread 
between wages and wholesale prices, would seem to indi
cate that high wage costs have been effectually offset by 
increased per capita output.

Wages, Prices, and Cost of Living in the United States (1913
average =  IOO per cent).
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York July 1,1926

B u sin ess  C o n d it io n s  in  th e  U n ite d  S ta tes

P RODUCTION in basic industries and factory 
employment declined further in May, while whole
sale prices advanced slightly for the first time in 

seven months. The volume of trade at wholesale and 
at retail increased partly as the result of more favor
able weather conditions.

P rodu ction
Activity in most lines of industry was smaller in May 

than in April. The reduction was reflected in a de
creased volume of output as well as in a decline in the 
number of factory workers and in total wage payments. 
The largest declines occurred in the textile, leather and 
shoes, and iron and steel industries. Production of 
automobiles continued large in May. In the lumber, 
cement, brick, and glass industries activity was main
tained and there were seasonal increases in the output 
of certain food products. The volume of building con
tracts awarded declined further in May but continued 
larger than in May of last year. Figures for the first 
three weeks of June indicate further decreases and the 
volume of contracts awarded was smaller in that period 
than in the corresponding weeks of 1925. Recent de
clines in contracts as compared with last year have 
been particularly large in middle western and south
eastern districts.

TERCENT

Index of United States Bureau of Labor Statistics. (1913=100;
base adopted by Bureau). Latest figure, May.

Reports by the Department of Agriculture indicate 
that the composite condition of crops on June 1 was
8 per cent below the average condition on that date for 
the past ten years, and somewhat lower than the aver
age condition a year ago. On the basis of the June 1 
condition the estimated yield of winter wheat was
543.000.000 bushels as compared with an estimate of
549.000.000 bushels made a month earlier and a final 
yield of 398,000,000 bushels in 1925.

T rade
W ith more favorable weather in May than in the 

preceding month the volume of wholesale and retail 
trade increased and was larger than in May of last year. 
Department store sales exceeded those of earlier months 
of this year, and total sales for the first five months were 
larger than for the corresponding period of any preced
ing year. Merchandise stocks carried by wholesale firms 
were slightly smaller at the end of May than a month 
earlier. Stocks of groceries, hardware, and drugs were 
larger than a year ago, but those of meats, dry goods, 
and shoes were smaller. Stocks at department stores 
declined more than usual in May and were only slightly 
larger at the end of the month than a year ago. Rail
road freight shipments increased, and in May and in 
the first two weeks of June were above those of the 
same weeks of previous years. Shipments of miscellane
ous commodities were especially large.

PER CENT

Indexes of Factory Employment and Factory Payrolls in Manu
facturing Industries (1919 averages 100 Per Cent).

Latest Figures, May.
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Monthly Averages of Weekly Figures for Member Bank» in 101 
Leading Cities. Latest Figures are Averages for 

Three Weekly Report Dates in June.

P rices

The general level of wholesale commodity prices, ac
cording to the index of the Bureau of Labor Statistics, 
rose slightly in May for the first time since last August. 
Price advances were shown both for agricultural and 
non-agricultural commodities. Among the principal ad
vances were those in the prices of gasoline, livestock, 
and meat, while prices of grains and cotton declined. 
In the first three weeks of June prices of grains, live
stock, silk, and nonferrous metals advanced, while those 
o f sugar, cotton, cotton goods, and pig iron declined.

B a n k  Credit

Growth in loans on securities and commercial loans 
carried total loans and investments of reporting mem
ber banks in leading cities in the middle of June to 
a new high point above the total reached at the close 
o f last year. The large reduction in the volume of 
loans on securities by New York City banks since the 
beginning of the year has been more than offset in the 
total of loans and investments o f all reporting banks 
by increases in commercial loans and in investments of 
banks both in New York City and outside.

A t the Reserve Banks changes in the volume of credit 
outstanding during the month ending June 23 reflected 
chiefly the financial operations o f the United States 
Treasury around the middle o f June. The temporary 
abundance of funds caused by the redemption of ma
turing United States obligations on June 15 caused 
a sharp decline in borrowings of member banks, par
ticularly in New York City. As checks in payment of 
income taxes were cleared and collected, however, bor
rowings at the Reserve Banks rose to their previous 
level.

Money rates in general showed little change during 
the month. Rates on call and time loans were slightly 
lower around the middle o f June, but in the third week 
were higher than in the latter part of May. Rates on 
acceptances and on commercial paper remained prac
tical! y  unchanged.

1 9 2 2  1 9 2 3  1.924 1925 1 9 2 6

Weekly Money Rates in New York Market. Commercial Paper Rate 
on 4 to 6 Months Paper and Acceptance Rate on 90 Day Paper.

M o n e y  M a r k e t

The principal developments of the past month in the 
money market centered about Treasury transactions in 
connection with the June 15 quarter day. Throughout 
the country these transactions included the redemption 
of 333 million dollars of Treasury certificates maturing on 
that date, the payment of 80 million dollars of interest, 
the receipt by the Treasury of about 80 million dollars 
of interest and principal payments on debts of foreign 
governments, and the receipt of about 440 million dol
lars of income and profits taxes. Thus in the aggregate 
the Treasury paid out about 400 million dollars and 
received about 500 million dollars. W ith the receipts 
thus more than 100 million dollars in excess of expendi
tures, the Treasury found it unnecessary to sell a new 
issue of certificates or notes, and found itself in posses
sion of a balance in the Reserve Banks which could be 
partly employed in retirement of outstanding securities.

The result o f these operations in the New York market 
was to put funds into the market on June 15 when the 
Treasury was redeeming maturing issues and paying 
interest, and to withdraw funds from the market in suc
ceeding days, as income tax checks were collected. These 
tendencies were accentuated by a commercial movement 
of funds toward this center from other districts on 
June 15 and 16 and transfers away from  this center in 
succeeding days. As has become usual, however, these 
tendencies, which would under other circumstances 
make for great ease in the money market on the 15th 
and 16th of June and severe firmness later on, were 
largely offset by changes in the amount of Reserve Bank 
funds employed in the market. The table at the foot 
of the next page shows the gains and losses to the money 
market for the tax period and indicates the way Treasury 
and commercial transactions were offset early in the 
period by the retirement of Reserve Bank credit, and 
thereafter by the employment of additional amounts of 
Reserve Bank credit.

The effects of these different transactions on the money 
market may perhaps best be illustrated by the move

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

July 1, 1926



FEDERAL RESERVE AGENT AT NEW YORK 3

7?AT£

+  50

-150. ■ ■___.______ ______ ___ ___ ______________
11 JZ 13 14 15 16 , 17 18 19 20 Z\ Z2, Z3 £4 2$ 

JUNE 1926
Reserve Position of Leading New York City Banks Compared with 

Closing Call Loan Rate.

ment of reserves of New York City banks and the move
ment o f call rates, which are shown from  day to day in 
the accompanying diagram. Just prior to the tax date 
these banks allowed their reserves to run off; then on 
June 15, when the Treasury paid into the market 154 
million dollars, average reserves were increased sharply, 
and the following day call money dropped to 3%  per 
cent. As a result of losses to reserves in succeeding 
days through income tax collections, member banks 
were forced to increase their use of Reserve Bank credit 
in order to meet their reserve requirements at the end of 
the week, and call money advanced to 4 per cent. Con
tinued tax collections and outgoing transfers caused a 
renewed deficit in member bank reserves at the begin
ning of the following week, and call money advanced 
to 4 ^  and 4%  per cent. The consequences of this large 
movement of funds were practically limited to this mod
erate change in rates.

The money market during this period was not materi
ally affected by reason of the Treasury’s putting out

no new issue of securities. The issue of securities by 
the Treasury does not as a rule have any effect upon 
the money market because these securities are not paid 
for to any extent by cash, but rather by deposit credits, 
which the Treasury receives on the books of member 
banks. The Treasury then draws upon these deposits 
as it has need to spend the money. The fact that the 
Treasury did not sell any new issue on June 15 did 
not in any way affect the money market, except as it 
reduced the supply o f available Treasury certificates 
and affected the balance of supply and demand in that 
particular market.

Money rates during the greater part of June were 
fairly steady, despite the heavy shifting o f funds in
cident to Treasury operations around the June 15 tax 
period, and showed little change from rates prevailing 
in May. Toward the close o f the month the usual stif
fening of rates accompanied preparations for heavy in
terest and dividend disbursements on July 1, mid-year 
statements, and holiday currency requirements. The 
following table shows money rates in New York on 
June 29 compared with those on May 28 and one year ago.

Money Rates at New York

June 29 
1925

May 28 
1926

June 29 
1926

$ 
S 

&
cococo 

eoi CO 
COC

OCO
 

CO
rf̂

£tt
i£ Tt̂

T̂
oo 

co co co 
co

Time Money—90 day............................. .....................
Prime Commercial Paper.............................................
Bills—90 day unendorsed.............................................
Treasury Certificates and Notes

5- 7 months...........................................................
8-10 months................................ .

Federal Reserve Bank of New York-Rediscount Rate 
Federal Reserve Bank of New York-Buying Rate for 

90 day Bills............................................................

♦Prevailing rate for preceding week

B il l  M a r k e t

Following the advance of %  per cent in rates on 90- 
day bills late in May, bills moved more freely and a 
substantial liquidation occurred in dealers’ portfolios. 
As the demand for bills was in excess of offerings to 
the market, offering rates on 90-day bills soon reverted 
to their former level of S1/̂  per cent. A t this level,

Gains and Losses to New York Money Market (In millions of dollars)

June 1926

12 14 15 16 17 18 19 21 22 23 24
Gains to Market

Treasury transactions (mostly certificates redeemed, interest paid, and securities 
purchased)................................................................................................................... 2 5 154 12 4 4 2 12 12 22 2

Commercial transactions (mostly transfers)—net gain............................................... 4 59 24 27 1

Reserve Bank transactions (mostly acceptances and securities bought and net 
increases in loans to New York City Banks)........................................................... 25 4 26 61 45 31 5 3

Total gains................................................................................................... 2 34 217 36 30 65 2 57 70 28 5

Losses to Market
Treasury transactions (mostly income taxes collected).............................................. 4 5 15 81 20 18 12 4 3 3 2

Commercial transactions (mostly transfers)—net loss............................................... 1 27 26 19 15 18

Reserve Bank transactions (mostly acceptances and securities matured or sold 
and net decreases in loans to New York City Banks)........................................... 17 52 53 23 11 5 13 10 31 31 5

Total losses................................................................................................... 22 57 68 104 58 49 44 29 34 34 25

Net gain for day.............................................................................................................. 149 16 28 36
Net loss for day............................................................................................................... 20 23 68 28 42 6 20
Cumulative gain or loss.................................................................................................. —20 —43 + i0 6 * +  38 +  10 +  26 — 16 +  12 +  48 +  42 +  22
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however, the market was quiet, with the supply con
siderably greater than the demand, except for a few days 
around June 15, when bills were in active demand due 
to temporarily easier money conditions. Later in the 
month, as money was firmer and the distribution of bills 
continued limited, dealers again advanced their offering 
rates on 90-day bills to 3%  per cent.

C o m m e r c ia l  P a p e r  M a r k e t
The amount of commercial paper outstanding through 

26 commercial paper dealers at the end of May was 
$668,000,000, less than 1 per cent larger than at the 
end of A pril and about 14 per cent smaller than in 
May 1925. In June borrowers continued to make rela
tively restricted use of the commercial paper market. 
Interior institutions remained the chief buyers o f paper, 
at rates little changed from those of a month ago—  
4 per cent for most prime names.

R e d u c t io n  in  th e  N a t io n a l D e b t

On the June 15 tax day, for the first time since the 
war, the Treasury redeemed its maturing obligations 
without selling a new issue. As a result, the outstand
ing National debt was reduced by $333,000,000, the 
amount of the maturing certificates.

This procedure was made possible by a budget surplus 
for the year ended June 30, 1926, of close to $400,000,- 
000, chiefly due to larger tax receipts than were antici
pated. W ith the downward revision of income tax rates 
applicable to 1925 income it had been expected that the 
combined return from income and profits taxes would 
be slightly smaller than a year ago, whereas the return 
for the first half of 1926 actually proved to be nearly 
$150,000,000 larger than in the first half of 1925, ap
parently as the result of the highly prosperous condition 
of industry and trade in this country last year. Cus
toms and miscellaneous tax receipts have also been larger 
during this fiscal year than in the previous year. Tax 
collections from various sources in recent years have 
been as follows:

(In millions of dollars)

Year Ended June 30 Customs
Income and 

Profits Taxes
Miscellaneous

Taxesf Total

1920................................. 324 3,957 1,442 5,723
1921................................ 308 3,228 1,352 4,888
1922................................ 358 2,087 1,121 3,566
1923................................ 562 1,691 936 3,189
1924................................ 545 1,842 953 3,340
1925................................ 549 1,762 828 3,139
1926*.............................. 575 1,975 859 3,409

*=Estimated f=Includes capital stock, estate, sales tobacco, stamp and 
special taxes

The application of the budget surplus to debt reduc
tion, together with sinking fund operations, has made 
possible a total reduction in the National debt during 
the year of about $873,000,000. As a result, the gross 
debt was reduced below $20,000,000,000 for the first time 
since 1918, and is now nearly $7,000,000,000 below the 
high point reached in the following year. The amount 
of the gross debt outstanding on June 30 of each of the 
last eight years, together with the reduction effected 
during the year, is shown in the following table.

Gross Debt
Debt Retired 

During 
Fiscal Year

1919.......................................................... $25,482,000,000
24.298.000.000
23.976.000.000
22.964.000.000
22.350.000.000
21.251.000.000
20.516.000.000
19.643.000.000*

1920.......................................................... $ 1,184,000,000
322.000.000 

1,012,000,000
614.000.000 

1,099,000,000
735.000.000
873.000.000*

1921..........................................................
1922..........................................................
1923..........................................................
1924..........................................................
1925..........................................................
1926..........................................................

*=Estimated

BILLIONS of DOLLARS

Total Debt of the United States Government, 1917 to 1926.

G o ld  M o v e m e n t

Gold imports in small amounts from various coun
tries during May totaled less than $3,000,000. Exports 
were slightly over $9,000,000, of which $8,000,000 went 
to Canada. The May export balance of $6,400,000 re
duces the net import of gold during the first five months 
of the year to $65,800,000. During the corresponding 
period of 1925 there was a net outflow amounting to 
about $148,000,000.

During the first twenty-nine days of June, the move
ment of gold at the Port of New York was almost ex
clusively with Mexico and Latin America. Imports of 
about $4,000,000 were reported, and exports of $2,200,- 
000. The largest items were the receipt o f nearly 
$3,500,000 from Chile and the shipment of $1,000,000 
to Colombia. In addition to receipts through this Port, 
shipments of $5,000,000 were received from Mexico. It 
was recently announced that a fund of 10,000,000 pesos 
would be established at New York for the stabilization 
of Mexican exchange.

S e cu r ity  M a rk e ts

Stock prices moved upward in June and trading again 
became active. Industrial stock averages recovered 
about two-thirds of the February and March decline, 
and a number of railroad stocks advanced to new high 
levels since 1913.

Corporation bond averages advanced to new high 
levels since early in 1917, following the announcement 
by the Treasury that there would be no refinancing 
issue on June 15, but later receded slightly accompany-
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ing firmer money conditions. United States Govern
ment issues were in demand, the First 3 % ’s, Third 
4 ^ ’s, and Treasury 3 % ’s advancing to new high prices 
for the year, and most other issues showing increases.

The accompanying diagram, based upon computations 
by the Standard Statistics Corporation, indicates that 
as a result of the steady advance in bond prices during 
the past three years, yields on high grade corporation 
bonds are now only slightly above the pre-war levels. 
Yields on high grade preferred stocks have followed 
bond yields closely in recent years, and are now con
siderably lower than in 1916. A t the highest level of 
prices early this year, yields on dividend paying indus
trial common stocks averaged only slightly above high 
grade bond yields, and even during the spring reaction 
remained below the yields on preferred stocks.
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Following the rather small volume of new issues o f
fered in May, new financing again became active in 
June and the total was somewhat larger than for June 
1925. The largest single offering during the month was 
a $60,000,000 issue of Federal Land Bank 4%  per cent 
bonds, yielding over 4%  per cent. Public utility issues 
formed the largest group of new offerings and included 
several important issues by electric companies through
out the country. Foreign offerings were more numerous 
than in May, but the issues were generally small, ex
cept for the flotation of $30,000,000 United Steel Works 
Corporation of Germany bonds and the major part of 
$25,000,000 United States of Brazil bonds. The total 
of foreign issues in the first half of 1926 was only 
slightly smaller than in the corresponding period last 
year.

F o re ig n  E x ch a n g e

The French franc, after a recovery to 3.28 cents, de
clined steadily to the low point of 2.74 cents at the 
middle of June. The Belgian franc, although fluctuating 
with the French currency, did not fall below 2.81 cents. 
The lira also was weak, declining to 3.54 cents.

Sterling remained strong, twice rising above par, and 
the advance in Danish and Norwegian quotations con
tinued. For the first time since February, 1922,

Spanish pesetas rose above 16 cents. Other European 
currencies showed little change.

The Canadian dollar continued above par, and in the 
latter part of June was close to the gold export point. 
Brazilian rates advanced to 15.90 cents, the highest 
quotation since the latter part of 1920, and the Argen
tine peso continued well over 40 cents.

F o re ig n  T r a d e

A n export balance of $38,000,000 in May was the 
first favorable trade balance this year. The change 
from an import balance in A pril to an export balance 
in May was due, however, to diminished imports rather 
than increased exports. May imports, valued at $318,- 
000,000, were $80,000,000 smaller than in A pril and 
$10,000,000 smaller than in May 1925. Exports, valued 
at $356,000,000, were $32,000,000 less than in A pril and 
$15,000,000 smaller than a year ago.

The sharp decline in imports of merchandise in May 
was due largely to smaller receipts of rubber and coffee. 
The quantity of crude rubber imported during the 
month was the smallest since last September, and the 
quantity of coffee was the smallest in a year.

Exports of raw cotton, which have been relatively 
small in recent months, showed a smaller decline in 
May this year than last and were equal in value to those 
of a year ago, w'hile the quantity was 27 per cent larger. 
Grain exports were the largest since last September, 
but were $10,000,000 below those of a year ago.

E m p lo y m e n t

A  further decline of 2 per cent in factory employment 
in New York State from A pril to May was reported by 
the State Department of Labor, and the gain over a 
year ago was reduced to 1 per cent. For the country as 
a whole the May decrease was slightly over 1 per cent. 
There has been some evidence in June of a further cur
tailment o f factory activity, whereas last year the general 
level of factory employment was virtually unchanged 
from May to June.

W orking forces in New York State were reduced in 
May in all the principal branches of the textile indus
tries,— silk goods, cotton goods, woolens and worsteds, 
knit goods, and carpets and rugs— and in most of these 
industries May employment was less than that of a 
year ago. Shoe factory employment also was reduced 
in May and was substantially lower than in May 1925.

The metal working industries in most cases reported 
slight reductions in May, but in general were operating 
at higher levels than a year ago. The iron and steel 
and railroad equipment industries showed especially 
large gains over May 1925, but employment in the auto
mobile industry fell below last year’s level. Operations 
in the building materials industries were at substan
tially higher levels than a year ago.

In d e x e s  o f  B u sin ess  A c t iv i t y
General business activity appears to have receded 

slightly in May from the high levels of previous months 
of the year. In banking centers throughout the country, 
bank debits averaged 5 per cent higher than a year ago,
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compared with an average increase of 9 per cent in the 
first four months of the year. Postal receipts also were 
smaller than in A pril and showTed less than the usual 
annual increase over last year.

Foreign trade showed more than the usual seasonal 
decline from  A pril to May, but domestic retail trade, 
as reflected in the indexes of department store, chain 
store, and mail order sales, compared much more favor
ably in May than in A pril with that of a year ago.

The following table gives this bank’s indexes of busi
ness activity in percentages of the computed trend, with 
allowance for seasonal variation and, where necessary, 
for price changes.

(Computed trend of past years=100 per cent)

1925 1926

May March April May

Primary Distribution
Car loadings, merchandise and misc....... 106 103 103 105

108 102 111 107
Exports...................................................... 94 87 94 89p
Imports...................................................... 110 133 129 106p
Grain exports............................................ 141 51 75 121
Panama Canal traffic............................... 83 109 92

Distribution to Consumer
Department store sales, 2nd Dist........... 98 95 89 99
Chain store sales....................................... 96 89 92 99
Mai’ order sales. . ..................................... 111 110 109 122
Life insurance paid for............................. 114 116 112 106
Real estate transfers................................ 112 109 107 101
Magazine advertising............................... 97 99 100 100
Newspaper advertising............................ 95 98 96 96

General Business Activity
Bank debits, outside of N. Y. City........ 110 113 115 111
Bank debits, New York City............ .. 124 140 130 121
Bank debits, 2nd Dist. excl. of N. Y. City 103 106 105 102
Velocity of bank deposits, outside of

105 105 103N. Y. City......................................... 100
Velocity of bank deposits, New York City 112 128 124 114
Shares sold on N. Y. Stock Exchange*.. 208 295 171 132
Postal receipts.......................................... 99 101 101 96
Electric power............................. ............. 104 113 112

‘99Employment, N. Y. State factories........
Business failures......................................

99 101 100
108 111 121 105

New corporations formed in N. Y. State 114 115 112 114
Building permits....................................... 141 147 147 128

General price level................................... 184 186 lo6 185

*= Seasonal variations not allowed for p=Preliminary

B u ild in g

Contracts awarded for building and engineering pro j
ects in 37 states, reported by the F. W . Dodge Corpo
ration, continued larger in May than a year ago, but 
were slightly smaller than in April. The principal gain 
over May 1925 was in the New York and Northern New 
Jersey district.

Contracts for commercial buildings were smaller than 
a year previous for the first time this year, while con
tracts for public utilities and public works and for in
dustrial structures were substantially larger than in 
May 1925. Residential contracts outside of the New 
York district were slightly smaller than a year ago.

Building permits issued in 484 cities throughout the 
country, as reported to the S. W. Straus Company, con
tinued to be slightly smaller than a year ago. Building 
activity appears to be more strongly maintained in the 
smaller localities than in the larger cities. Permits 
issued in cities with 200,000 or more inhabitants at the 
time of the last Federal census averaged 10 per cent

smaller in May than a year previous, and, if  New York 
City be excluded, the reduction was 18 per cent, whereas 
the total for the 484 cities showed a decline of only 3%  
per cent.

P r o d u c t io n

The output of a majority of leading industries showed 
reductions from A pril to May after allowance for the 
usual seasonal changes. The textile, leather, and shoe in
dustries showed especially large reductions. Automobile 
production continued to exceed that of previous years, 
but the increase over last year was smaller in May than 
in the early months of the year.

May indexes of production, in which allowance has 
been made for seasonal variations and year-to-year 
growth, are shown below:

(Computed trend of past years* 100 per cent)

1925 1926

May March April May
Producers' Goods

Pig iron....... .............................................. 101 114 117 118
Steel ingots................................................ 99 112 113 110
Bituminous coal........................................ 87 102 109 96
Copper, U. S. mines................................. 99 106 107r 103
Tin deliveries............................................ 87 103 126 98
Zinc............................................................ 96 98 101 100
Petroleum.................................................. 132 109 110
Gas and fuel oil........................................ 107 105 101
Cotton consumptionr............................... 93r 106r lOOr 89 r
Woolen mill activity*r............................. 91r 91 r 86r 82r
Cement...................................................... 125 116 112 128
Lumber...................................................... 105 110 111
Leather, sole............................................. 74 69 67 6i
Silk consumption*.................................... 115 111 105 95

Consumers' Goods
Cattle slaughtered.................................... 113 116 116 118
Calves slaughtered................................... 97 109 93 87
Sheep slaughtered..................................... 110 127 113 102
Hogs slaughtered..................................... 86 93 92 83
Sugar meltings, U. S. ports..................... 93 100 93 90
Wheat flour............................................... 88 94 97 92

96 110 105 98
Cigarettes.................................................. 79 83 81 76
Tobacco, manufactured........................... 104 111 107 107
Gasoline..................................................... 130 137 139
Tires.......................................................... 121 117 124
Newsprint.................................................. 115 130 129 i25
Paper, total............................................... 97 100 99 93
Boots and shoes........................................ 90 94 89 83p

95Anthracite coal......................................... 97 105 108
Automobile, all......................................... 132 131 130 129
Automobile, passenger............................. 140 137 135 136
Automobile, truck.................................... 97 103 110 99

*=Seasonal variation not allowed for p—Preliminary r=Revised

W h o le sa le  T r a d e

Wholesale trade in this district during May averaged
6 per cent below last year, a smaller decrease than was 
reported last month. Although sales of textiles and 
women’s clothing continued below last year, the de
creases were not so large as those reported in April. 
The year to year gain in stationery sales was the largest 
reported in that line so far this year, and hardware 
sales showed an increase for the first time since De
cember, as indicated in the diagrams on the following 
page.

On the other hand, machine tool sales were smaller 
than a year previous for the first time in more than a 
year, and sales o f m en’s clothing, which were unusually
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'p er  c e n t  PER cent .

Monthly Sales of Representative 
eral Reserve District. (Averag

large during the first three months of this year, have 
since fallen below last year’s level, and in May were 
the smallest for that month in the past seven years. 
Cotton jobbers’ sales were also the smallest for the month 
of May in recent years, and sales of commission mer
chants were the smallest for any month in nearly three 
years.

Shoe stocks showed the largest decline from  the pre
vious year’s level since 1924, and decreases were also 
shown in all other lines except silk and hardware, in 
which the largest gains in over a year were reported.

Collections averaged slightly smaller, compared with 
last year, than in April. Outstanding accounts at the 
end of the month continued close to the level of a year 
ago.

Percentage 
Change 

May 1926 
from April 1926

Percentage Change 
May 1926 from May 1925

Commodity
Net

Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

Collec
tions

Acc’ts
Receiv

able
Groceries...................... +  2.6 

—36.8
— 7.3 +  3.4 

— 16.7
— 4.4 +  4.1 

+  0.1
— 8.5

+  5.4 
+  6.2 
— 0.4 
—27 6

Men’s clothing.............
Women’s dresses.......... + H .3 —25.2
Women’s coats and suits —72.9 — 15.2 —26.5
Cotton goods-Jobber s.. 
Cotton goods-Commis- 

sion...........................
— 2.2 

0

+  3.8 — 9.7 
— 13.6

—10.3 — 5.7 —11.7

Silk goods..................... +  3.3 
+  1.3 
—24.1

* +  0.4 
— 12.4

— 2.4 
+  2.4
— 2.2 
+  6.4 
— 17.4

*+59.0  
—29.1 
— 1.1 
+11.6

— 6.4 
+  5.0

+  i.3  
__ 6.5Shoes.............................

Drugs............................ +  4.3 
— 2.4Hardware...................... +  0.8 

— 1.1
+  '4!2 +  ' i ’.9Machine tools..............

Stationery..................... — 3.7 +13.8 
+10.8 
+20.7 
+  1.3

+34! 7 +25! 6
Paper............................ —12.4
Diamonds..................... — 2.0 } -  1.5 1 o .
Jewelry......................... +47.8 } -  3.4 +21.8 + i3 .5

Weighted Average.. . — 11.5 — 6.3 — 1.9 — 0.7

p e r c e n t  p e r c e n t

PERCENT. PERCENT

Wholesale Dealers in Second Fed- 
e Sales in 1919 =  100 per cent).

D e p a r tm e n t  S to re  T r a d e

Sales of department stores? in this district during May 
were 6 per cent larger than last year, due partly to the 
fact that May business this year included sales which 
ordinarily are made earlier in the season but which were 
deferred this year on account of the cold spring. For 
the first time this year, increases over the previous year 
were reported in all sections of the district, and in Roch
ester, Newark, and Westchester the gains were the largest 
in more than six months. Apparel stores and mail order 
houses also reported their heaviest increases so far this 
year.

Stocks of merchandise in department stores at the end 
of the month were only 3 per cent larger than last year, 
so that the rate of turnover showed a slight increase,

Locality

Percentage Change 
May 1926 from May 1925

Net
Sales

Stock 
on Hand 
end of 
month

Collec
tions*

Accounts
Receiv
able*

+  4.2 
+  1.3 
+14.0 
+  1.1 
+14.4  
+14.4  
+  8.0 
+  5.3 
+  9.2 
+  7.2 
+10.7  
+  5.3 
+17.5

+  2.8 
+  0.2 
+  2.6 
— 2.4 
+  8.0 
+  4.7 
+  4.3

— 10.0
— 3.7 
+12.7
— 5.4 
+  5.1

+  4! 6

+13.4
— 4.4 
+16.7
— 1.7 
+  9.4

Buffalo...........................................

Syracuse.........................................
Newark.........................................
Bridgeport.....................................
Elsewhere....................................... +  5.0

Northern New York State.......
Central New York State..........
Southern New York State.......
Hudson River Valley District.. 
Capital District.........................
Westchester District.................

All department stores................... +  5.9 +  3.1 — 5.1 +10.8

Apparel stores............................... +  9.9 
+11.7

+21.7
Mail order houses.........................

*«=Stock at first of month— quantity not value * = Exclusive of instalment accounts
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but in apparel stores the increase in stocks continued 
to be much larger than that in sales.

Reflecting the slow business of previous months, reg
ular collections during May were 5 per cent below those 
o f last year, but following the increased sales in May, 
there was a substantial increase in the amount of out
standing accounts at the end of the month. Both instal
ment collections and accounts receivable were smaller 
than last year, due to decreases in New York and Buffalo.

Increases were shown in sales of all principal de
partments except woolen goods, which have been run
ning behind the previous year for many months, and 
musical instruments and radio, in which special sales 
were reported in May of last year.

Net Sales 
Percentage Change 

May 1926 
from 

May 1925

Stock on Hand 
Percentage Change 

May 31, 1926 
from 

May 31, 1925

Toys and sporting goods........................ +22.9 +  4.0
Furniture.................................................. +18.5 +11.4
Linens and handkerchiefs....................... +15.8 +  0.8
Men’s furnishings................................... +14.7 — 1.7
Shoes........................................................ +11.9 — 0.2
Books and stationery............................ +11.9 +  3.9
Toilet articles and drugs........................ +11.7 +  2.9

+10.5 — 2.0
Women’s ready-to-wear accessories. . . . +10.3 — 8.0
Silks and velvets..................................... +  9.5 — 5.1
Silverware and jewelry........................... +  9.4 +10.8
Women’s and Misses’ ready-to-wear. . . +  9.4 — 9.6
Men’s and boys’ wear............................. +  9.3 +  9.7
Luggage and other leather goods.......... +  8.6 +  6.1
Home furnishings.................................... +  6.7 +  4.7
Cotton goods........................................... +  2.1 — 2.0
Woolen goods.......................................... —32.5 —30.2
Musical instruments and radio.............. —85.6 — 4.4
Miscellaneous.......................................... — 1.6 —10.9

E a rn in g s  o f  M e m b e r  B a n k s

A  study of the earnings and expenses of member 
banks in 1925, published in detail in the June Federal 
Reserve Bulletin, indicates that gross earnings of mem
ber banks in 1925 showed an unusually large increase 
over the previous year, and exceeded even the high 
level of the year ended June 30, 1921.

Since 1922 gross earnings have been increasing stead
ily. Expenses have shown a closely similar rate of in
crease, but a substantial reduction in net losses has 
resulted in steadily increasing net operating profits, 
which in 1925 were larger than in any of the preceding 
six years.

(In millions of dollars)

Total 
Loans and 

Invest
ments*

Gross
Earnings

Total
Expenses

Net
Losses

Net
Profits

Year ended June 30:
3341919................... 21,063 1291 877 80

1920................... 24,821 1636 1097 129 410
1921................... 25,384 1830 1268 216 346
1922................... 23,933 1669 1156 214 299
1923................... 25,783 1684 1190 149 345

Year ended Dec. 31: 145 3611924................... 27,662 1786 1281
1925................... 29,917 1918 1367 131 419

* Averages of amounts from reports of condition during year

Of the various items of expense, interest paid on 
deposits has shown the largest increase during recent 
years, not only actually, but relative to the volume of

total loans and investments, due to the increasing pro
portion of time deposits. Wages and salaries also have 
increased accompanying the growth in volume of busi
ness, but the ratio to earning assets has shown little 
change since 1921. The amount of interest paid on 
borrowed money has greatly diminished since 1921, re
flecting the much reduced borrowing from the Reserve 
Banks in recent years. Tax payments also declined 
steadily from  1921 to 1924, but increased slightly in 
1925.

The proportions of earnings, expenses, losses, and 
profits to the volume of loans and investments, which 
may be considered as roughly representative of the 
volume of business done by the banks, are shown for 
each year in the following table. This table indicates 
considerable stability in the ratios of gross earnings 
and of expenses to loans and investments. The ratio of 
net profits to loans and investments has improved 
greatly since 1922, due to the reduction in losses.

Percentage of Total Loans and Investments

Gross
Earnings

Total
Expenses

Net
Losses

Net
Profits

Year ended June 30:
1919........................................ 6.13 4.16 0.38 1.59
1920........................................ 6.59 4.42 0.52 1.65
1921........................................ 7.21 4.99 0.85 1.36
1922........................................ 6.98 4.83 0.89 1.25
1923........................................ 6.53 4.61 0.58 1.34

Year ended Dec. 31:
1924........................................ 6.46 4.63 0.52 1.31
1925........................................ 6.41 4.57 0.44 1.40

A  similar analysis for individual Reserve districts 
shows that over the period as a whole, banks in the agri
cultural districts generally had the highest gross earn
ings relative to loans and investments, reflecting high 
interest rates, but that they also had much higher ex
penses and losses than the other districts, so that net 
profits were smaller than in other districts. The average 
net profit for the districts of Minneapolis, Kansas City, 
and Dallas, from 1919 to 1925 inclusive, was 0.99 per 
cent of total loans and investments, as compared with 
1.41 per cent for the whole System. Since 1923, how
ever, the agricultural districts have shown increasing 
percentages of net profits to total loans and investments. 
The average for Minneapolis, Kansas City, and Dallas 
districts nearly doubled in this period, increasing from 
0.45 per cent in the year ended June 30, 1923, to 0.84 
per cent in the calendar year 1925. The ratios o f earn
ings, expenses, losses, and profits to total loans and 
investments in different districts for the year 1925 are 
as follows:

Percentage of Total Loans and Investments

District Gross
Earnings

Total
Expenses

Net
Losses

Net
Profits

5.97 4.25 0.54 1.18
6.02 4.06 0.33 1.63

Philadelphia.................................. 6.24 4.08 0.18 1.97
6.65 4.83 0.35 1.47
6.45 4.68 0.51 1.27
7.47 5.14 0.69 1.65
6.30 4.66 0.36 1.28
6.62 4.75 0.52 1.34
6.38 5.10 0.73 0.55
7.28 5.58 1.02 0.68
7.56 5.27 1.00 1.29

San Francisco................................ 6.93 5.39 0.48 1.06
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York August 1, 1926

B u sin ess  C o n d it io n s  in the U n ited  S tates

I NDUSTRIAL activity was at the same level in June 
as in May, and was slightly above the level of a 
year ago. The average of commodity prices ad

vanced further between May and June.
P r o d u c t io n

The Federal Reserve B oard ’s index of production in 
basic industries remained unchanged in June. Produc
tion of iron and steel and activity of woolen machinery 
continued to decline, and there were also reductions in 
the output of copper, zinc, and petroleum, while cotton 
consumption, the manufacture of food products, and the 
output of coal and cement increased. Production of 
automobiles was smaller in June than in May and for 
the first time this year was less than in the correspond
ing month of 1925. Declines took place in June in 
employment and pay rolls of all textile industries, ex
cept woolen and worsted goods and men’s clothing, and 
some of these industries were less active than at any 
time since 1924. Building contracts awarded during 
June were slightly less than in May and for the first 
time since early in 1925 were smaller than in the cor
responding month of the preceding year.

Crop reports issued by the Department of Agriculture 
indicated a slight improvement during June. The com
posite condition of all crops on July 1 was reported at 
6.4 per cent below the average July condition during

PERCE ITT

Index of 22 Basic Commodities, adjusted for Seasonal Variations
(1 9 1 9 = 1 0 0 ) .  Latest, figure, June.

the last, ten years. The production of winter wheat was 
estimated at 568,000,000 bushels, or 172,000,000 more 
than in 1925, and that of spring wheat at 200,000,000 
bushels, or 71,000,000 less than last year. A  production 
of 2,661,000,000 bushels of corn, or 8.3 per cent less 
than last year, is indicated in the same report. Cotton 
production, on the basis of July 16 condition, was esti
mated at 15,368,000 bales, or 718,000 bales less than the 
production of last year.

T r ad e
Total volume of wholesale and retail trade in June 

was larger than for the same month in 1925. Depart
ment store sales declined seasonally in June, and whole
sale trade in all leading lines, except groceries, also 
decreased during the month. Sales of mail order houses 
increased more than usual in June, and were 5 per cent 
larger than in June 1925. Stocks of merchandise car
ried by wholesale firms at the end of June were smaller 
than a year earlier. Department stores continued to 
reduce their stocks, and their inventories, which had 
been considerably above last year’s level earlier in the 
year, were at the end of June only about 1 per cent 
larger than a year ago. Freight car loadings showed 
seasonal increases during June and continued through 
the first half o f July at higher levels than in previous 
years. Loadings of grains in the southwestern states 
have been particularly large.

'PERCENT

Index of United States Bureau of Labor Statistics. (1913=100;
base adopted by Bureau). Latest figure, June.
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Monthly Averages of Weekly Figures for Member Banks in 101 
Leading Cities. Latest Figures are Averages for 

Three Weekly Report Dates in July.

P rices

The general level of wholesale prices, according to the 
index of the Bureau of Labor Statistics, increased from 
May to June by less than half of one per cent. Prices 
of livestock and meats advanced, and there were 
small increases in silk, petroleum products, nonferrous 
metals, and chemicals and drugs. Price decreases oc
curred in grains, cotton, textiles, building materials, and 
house furnishings. In the first two weeks of July prices 
of grains, flour, cotton, wool, and hides increased, while 
those of cattle, hogs, silk, and rubber declined.

B a n k  C redit

Loans and investments of member banks in leading 
cities at the end of June were in larger volume than at 
any previous time, and after declining during the first 
half of July were still $900,000,000 above the level of 
a year ago. Of this increase about $385,000,000 was in 
loans on securities, $340,000,000 in commercial loans, 
and $175,000,000 in investments. Since the beginning 
of 1926 an increase in commercial loans together with 
the growth of investments has more than offset the re
duction in loans on securities.

The demand for credit at the end of the fiscal year 
and the increased currency requirements over the holi
day were reflected in a growth of member bank borrow
ing at the Reserve Banks and on July 7 total discounts 
were near the highest point of the year. W ith the 
return flow of currency from circulation after the holi
day, discounts declined, and on July 21 were in about 
the same volume as in the last half of June. The Reserve 
Banks’ holdings of acceptances and of United States 
securities changed little during the period, and the total 
volume of Reserve Bank credit outstanding in the third 
week of July was close to the June level.

M o n e y  M a r k e t

Money conditions were firmer in July than at any 
time since early April. The immediate cause for this 
firmness was the coincidence of July 4th currency re

Reserve Bank Credit: Monthly averages of daily figures for 12 
Federal Reserve Banks. Latest figures are averages 

of first 22 days in July.

quirements with transfers to the interior in connection 
with mid-year disbursements for dividends and other 
purposes. In the first three days of the month 30 million 
dollars of currency was withdrawn from the Reserve 
Bank in this district and 90 million dollars was trans
ferred to other districts, through wire transfers and 
check settlements. These currency withdrawals and 
transfers drew upon the reserves of member banks; so 
that on July 7 New York City reporting member banks 
were borrowing at the Reserve Bank about 180 million 
dollars,— a larger amount than they had borrowed at 
any time heretofore this year and about 100 million 
dollars more than at the same time last year.

During the succeeding two weeks currency gradually 
returned from circulation and funds were returned to 
New York from the interior; so that towards the end 
of the month borrowing by New York City banks was 
reduced to about 100 million dollars. The course of 
loans to New York City banks each week this year is 
compared with the figures for 1925 in the accompanying 
chart.

Reflecting these conditions the call loan rate was 
typically 4%  per cent during the first half of July, but 
declined to 4 per cent shortly after the middle of the 
month. Following the continued firmness in call money, 
time money became distinctly firmer and in the latter 
part of the month loans were typically made at 4%  
per cent for 60 to 90 days and 4%  to for 5 and 6 
months’ maturities.

Money Rates at New York

July 29 
1925

June 29 
1926

July 29 
1926

*4 *4M *4
Time Moiiey—90 dav.................................................. 4 H 4 X 4 H
Prime Commercial Paper............................................. 4 4 4—4 M
Bills—90 day unendorsed............................................ 3M 3H 3 H
Treasury Certificates and Notes

4-6 months..................................................... 3.01 3.05 3.15
7-9 months..................................................... 3.52 3 22 3.42

Federal Reserve Bank of New York-Rediscount Rate 3V2 sy 2 3 X
Federal Reserve Bank of New York-Buying R.ate for 

90 clay Bills.................................................... 3M 3 # 3 K

♦Prevailing rate for preceding week
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PERCENT

Federal Reserve Bank of New York Loans to New York City 
Reporting M ember Banks, and Average Call Loan Renewal Rates.

Aside from the temporary requirements for funds in 
connection with mid-year settlements and the July 4 
holiday, underlying causes for firmer money at this time 
are to be found in the continuation of business activity 
at a very high level and the usual seasonal expansion 
in credit requirements. The firming of money condi
tions during July was perhaps more marked than usual 
because of the fact that many had anticipated easier 
money conditions during the summer, accompanying 
some reduction in business activity. As the summer has 
progressed it has become clear that no such reduction 
in business activity has taken place as had been feared 
in the spring; and there has been no decrease in the 
amount of credit required for business use. The total 
amount of currency in circulation in the country as a 
whole is now about 100 million dollars larger than a year 
ago and the banks have been reporting recently some in
crease in the requirements for funds by their commer
cial customers. Loans and investments of reporting 
member banks in principal cities are about 900 million 
dollars larger than they were a year ago, and the total 
amount of credit extended by the Federal Reserve Banks 
is about 100 millions more than a year ago.

B r o k e r s '  L o an s

Accompanying the recovery in stock prices since April 
there has been an increase of about 170 millions in the 
loans to brokers and dealers by New York City banks 
for their own account and the account of others. The 
total of these loans remains, however, about 500 million 
dollars less than at the middle of February, when stock 
prices were at their highest point of the year. Since 
February there has been a change in the form of credit 
used in carrying securities. Total loans on stocks and

bonds reported weekly by banks in principal centers, 
which include not only brokers’ loans but also loans 
made directly to other customers on stock and bond 
collateral, show no such decrease as do brokers’ loans. 
For all reporting member banks such loans are only 
100 millions under the figures for the middle of Janu
ary. It appears from these figures that the total amount 
of credit employed in carrying securities has been only 
moderately reduced from the high point of the year, but 
that a much larger proportion of this credit is now ob
tained directly from banks rather than through brokers. 
A  comparison of brokers ’ loans and total loans on stocks 
and bonds by reporting member banks follows.

(In millions of dollars)

Loans to Brokers 
and Dealers

Total Loans on Stocks 
and Bonds

1926
New
York
City

Banks
Others Total

New
York
City

Banks

Banks
in

Other
Centers

Total

Jan. 20.......................... 1,232
1,159
1,033

877

1,899 3,131
3,139
2,804

2,230
2,104
2,017

3,327 5,557
Feb. 17......................... 1,980

1,771
3,343 5,447

Mar. 17........................ 3,317 5,334
Apr. 14......................... 1,574

1,515
2,451 1,939 3,317

3,307
5,256

Mav 19......................... 894 2,409 1,980 5,287
June 16......................... 926 1,591 2,517 2,015

2,081
3,351 5,366

July 21......................... 954 1,667 2,621 3,377 5,458

B il l  M a r k e t

The bill market was generally quiet during July. 
The supply of bills offered to the market continued to 
decrease throughout the month as the time has not yet 
arrived for the usual seasonal increase in drawings. De
mand for bills continued moderate. As a result of these 
conditions, dealers’ portfolios were gradually reduced, 
and in the latter part of the month were estimated at 
less than $50,000,000. Rates on all maturities were un
changed from the levels current at the opening of the 
month, with the exception of 4 months bills, the offering 
rate on which was advanced from 3%  to 3%  per cent.

C o m m e r c ia l  P a per  M a r k e t

Accompanying higher rates on collateral time loans, 
X)rime commercial paper rates also tended to be firmer. 
Although a large proportion o f the prime paper con
tinued to be sold at 4 per cent, some offerings were also 
made at 4*4 per centy and the range of rates was thus 
4-41/4 per cent, compared with 3%-4 per cent in 
June. The market for commercial paper was less active 
in July, due principally to a decrease in the demand 
from middle western buyers. Partly as a result of the 
smaller sales volume and also of some increase in bor
rowers’ requirements for loans, dealers’ supplies were 
reported to be slightly larger than a month ago. A t 
the end of June, 26 dealers had outstanding through 
them paper totaling $652,000,000, an amount 2 per cent 
smaller than the total at the end of May and 14 per 
cent smaller than the outstandings of June a year ago. 
The reduction in recent years in the volume of business 
financed through the commercial paper market appears
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to be due in part to slow business in the textile trades, 
which have always been large borrowers in the open 
market, and in part to the heavy new financing of 
recent years, which has provided industrial and mer
chandising concerns with funds and reduced the need 
for short term borrowing.

S e cu r ity  M a rk e ts

Average prices of industrial stocks advanced by the 
middle of July to within about 4 points of the highest 
levels of the year, and railroad stock averages advanced 
to the highest levels since 1913. A fter the middle of 
the month, prices of both industrial and railroad stocks 
reacted to the levels prevailing at the end of June, but 
the rise was resumed in the final week.

Bonds declined gradually in July, coincident with 
firmer money conditions. The decline in corporation 
issues was slight, but, together with small losses late in 
June, resulted in a reduction in corporation bond aver
ages to levels about half a point below the highest figures 
of June. United States Government bonds also showed 
declines averaging nearly %  point from the levels 
reached in the third week of June. Accompanying the 
continued fall of the franc, French Government and 
railroad issues were weak, but most other foreign bonds 
were firm.

N e w  F in a n c in g

New capital issues in the first half of 1926, excluding 
refunding issues, totaled $3,546,000,000 and were larger 
than in the corresponding period of any previous year. 
They exceeded the total for the first half of 1925 by 
$352,000,000. The following diagram compares the new 
issues of the first half of 1926 with the issues in recent 
previous years.

3546

2/36
FOREIGN

STATE Of 
MUNICIPAL

CORPORATE

Offerings of new securities in July were only about 
three-fourths as large as in June and were also somewhat 
smaller than in July 1925. Financing by public utility 
companies was the largest single class of new issues, but 
was smaller in amount than in June. Except for a 
slight increase in railroad issues, other groups of offer
ings were also smaller than in June.

F o re ig n  E x ch a n g e

Accompanying disturbed financial and political con
ditions in France, French, Belgian, and Italian exchange 
rates declined further in July to new low quotations but 
subsequently recovered a part of the loss. The course 
of these three exchanges in recent months is shown in 
the accompanying diagram.

o/ ^ mmr1920 1921 1922 1923 1924 1925 1926
New Capital Issues, by Types of Borrowers, First Half of Each 

Year, 1920-1926, Refunding Issues Excluded.
(In millions of dollars.)

Course of Belgian, French, and Italian Exchange Rates at New 
York. Last Quotations in each Week, 1924-1926.

Sterling declined slightly below $4.86, reflecting in 
part the retarding of exports due to the continuation 
of the coal strike. The Spanish peseta lost most of its 
recent gain, declining gradually to 15.27 cents. Little 
change occurred in the other important European 
exchanges.

The premium on the Canadian dollar advanced to the 
gold shipping point, and shipments of $2,500,000 were 
reported near the end of July. The Japanese yen con
tinued strong, advancing to 47.35 cents. Chinese rates, 
on the contrary, declined, accompanying a reduction of 
a cent and a half in the price of silver to 64 cents per 
fine ounce.

(•old  M o v e m e n t

Gold imports during June amounted to $18,900,000 
and included $8,700,000 from Mexico, $4,900,000 from  
Australia, and $3,400,000 from Chile. Exports totaled 
only $3,300,000, of which $1,000,000 was shipped to 
Colombia, and about $500,000 each to Mexico and Sal-
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vador. The resulting import balance of over $15,500,000 
brings the excess of gold imports for the first half of
1926 up to $81,400,000, as compared with a net export 
of $150,000,000 for the corresponding period of 1925.

The gold movement at the Port of New York during 
the first twenty-seven days of July was small. Imports, 
which came almost entirely from Latin America, totaled 
slightly more than half a million dollars. Exports 
amounted to $1,300,000, most of which went to Guate
mala, the Straits Settlements, and Mexico. In addition 
to gold movements through this port, overland shipments 
of $3,000,000 were received from Mexico, and exports 
of $2,500,000 to Canada were made near the end of 
the month.

W a g e s  a n d  E m p lo y m e n t
Reflecting the continued high level of industrial ac

tivity during the first six months of this year, the aver
age hiring rate for unskilled labor on July 1, as reported 
to this bank by a number of large employers of un
skilled labor in this district, showed a further moderate 
rise to the highest level since early in 1921. This bank’s 
index advanced to 220 per cent of the 1914 level, com
pared with 211 per cent on July 1, 1925, and 215 on 
January 1 of this year. The reports indicated a sur
plus of labor in only a few localities, usually where 
there is little variety of employment available. A  short
age of common labor for heavy work was reported in a 
number of cases, and a few industries reported difficulty 
in obtaining skilled mechanics. Labor turnover has 
shown the usual summer increase, but is not large for 
the time of year.

PER CENT.

Average Weekly Earnings of Factory Workers in New York State, 
and Wages of Unskilled Labor, 1916 to 1926.

(1914 averages IOO per cent.)

Factory employment in New York State showed a 
further small decline in June and in general was only 
fractionally higher than a year ago. W orking forces 
in practically all branches of the textile industries were 
reduced from May to June and were generally smaller 
than a year ago. Employment in the iron and steel, 
machinery, and automobile industries continued to de
cline, and a substantial seasonal reduction occurred in 
women’s clothing. The principal increases in employ
ment were in m en’s clothing and railway equipment 
factories.

F o re ig n  T r a d e
The foreign trade of the United States showed a favor

able balance in June for the second month this year, 
but the excess of exports was only $1,000,000, compared 
with $36,000,000 in May. Exports valued at $338,000,000 
were $19,000,000 smaller than in May but were the 
largest for any June in six years, while imports of 
$337,000,000 were $16,000,000 larger than in the pre
vious month and were the largest ever reported for the 
month of June except in 1920.

For the fiscal year ended June 30, exports were valued 
at $4,754,000,000, a decrease of $111,000,000 from the 
previous year, while imports totaled $4,467,000,000, an 
increase of $642,000,000. Thus, the favorable trade bal
ance was reduced from $1,040,000,000 in the year ended 
June 30, 1925 to $287,000,000 in the past year. Exports 
declined largely as the result of a decrease in the price 
and quantity of cotton and grain shipments, which was 
only partly offset by an increase in exports of manufac
tured goods. Nearly one-half of the increase in imports 
was due to purchases of crude rubber at an average 
price twice as high as in the previous year.

In d e x e s  o f  B u sin ess  A c t iv i t y

General business activity appears to have continued 
in June at about the same level as in May. Bank debits 
in New York City and outside remained well above 
normal, and continued active distribution of goods was 
indicated by car loadings, which were the largest ever 
reported for June.

In the following table this bank’s indexes of business 
activity are given in percentages of the computed trend, 
with allowance for seasonal variation, and, where neces
sary, for price changes.

('Computed tien-J of past years =  100 per cent)

1925 1926

June April May June
Primary Distribution

Car loadings, merchandise and misc....... 103 103 105 104
Car loadings, other................................... 99 111 107 110

86 94 91r 91p
115 129 HOr 120p

Grain exports............................................ 77 75 121 82
Panama Canal traffic............................... 98 92 91 91

Distribution to Consumer
Department store sales, 2nd Dist........... 93 89 99 95
Chain store sales....................................... 94 92 99 93
Mail order sales......................................... 114 109 122 126
Life insurance paid for............................. 112 112 106 115
Real estate transfers................................ 110 107 101
Magazine advertising.............................. 100 100 100 i04
Newspaper advertising............................ 91 96 96 95

General Business Activity
Bank debits, outside of N. Y. City........ 111 115 111 lllp
Bank debits. New York City.................. 119 130 121 118p
Bank debits, 2nd Dist. excl. N. Y. C ... . 105 105 102 106p
Velocity of bank deposits, outside of New

York City.............................................. 99 105 103 101
Velocity of bank deposits, New York City 
Shares sold on N. Y. Stock Exchanged

112 124 114 115
149r 144r llOr 181r

Postal receipts........................................... 100 101 96 99
Electric power......................................... 106 lllr 109
Employment, N. Y. State factories . . . . 98 100 99 '99
Business failures........................................ 119 121 105 116
Building permits....................................... 155 147 128 148
New corporations formed in N. Y. Stat 130 112 114 138

General price level..... .............................. 185 186 185 186p

*«= Seasonal variation not allowed for p=« Preliminary r=Revised
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P r o d u c t io n

The production of pig iron, steel ingots, copper, zinc, 
and automobiles showed slightly more than the usual sea
sonal reduction from May to June, but remained larger 
than a year ago, while increased activity, after seasonal 
adjustments, was reported in the production of coal, 
cement, shoes, and textiles, and in meat packing.

Mill consumption of silk, as reported by the Silk 
Association, increased from May to June, notwithstand
ing the fact that wholesale and retail trade in silk goods 
was smaller in June than a year ago, and stocks of fin
ished goods on hand in recent months have been larger. 
Curtailment in the Paterson district was reported late 
in July, however.

June indexes with comparable figures for recent 
months and a year ago are shown below.

(Computed trend of past years =100 per cent)

1925 1926

June April May June
Producers' Goods

Pig iron...................................................... 95 117 118 114
Steel ingots............................................... 94 113 110 108
Bituminous coal........................................ 88 109 96 100
Copper, U. S. mines................................. 102 107 103 102
Tin deliveries............................................ 99 126 98 107
Zinc............................................................ 98 101 100 99
Petroleum.................................................. 129 110 111
Gas and fuel o il....................................... 114 101 99
Cotton consumptionr............................... 89r lOOr 89r 92r
Woolen mill activity *r............................. 89r 86 r 82r 83r
Cement...................................................... 128 112 128 135
Lumber...................................................... 110 111 104
leather, sole............................................. 76 67 61 68p
Silk consumption*................................... 118 105 95 105

Consumers' Goods
Cattle slaughtered.................................... 99 116 118 114
Calves slaughtered................................... 105 93 87 101
Sheep slaughtered..................................... 101 113 102 109
Hogs slaughtered...................................... 101 92 83 91
Sugar meltings, U. S. ports..................... 98 93 90 97
Wheat flour............................................... 99 97 92 109
Cigars........................................................ 103 105 98
Cigarettes.................................................. 85 81 76
Tobacco, manufactured........................... 109 107 107
Gasoline..................................................... 135 139 136
Tires........................................................... 128 124 107
Newsprint................................................. 113 129 125 i25
Paper, total............................................... 87 99 93 93
Boots and shoes........................................ 92 90r 82r 99p
Anthracite coal......................................... 93 108 95 106
Automobile, all......................................... 136 130 129 128
Automobile, passenger............................. 148 135 137r 137
Automobile, truck.................................... 87 110 99 93

*=Seasonal variation not allowed lor p=Preliminary r= Revised

C ro p s

Crop conditions showed slight improvement during 
June, and on July 1 the composite condition of all crops 
remained about 6 per cent below the average for that 
date in the last ten years. Spring wheat, especially, 
deteriorated as the result of weather conditions in June 
so that the indicated yield was much smaller than that 
of last year or the five-year average.

The July 1 forecast of winter wheat, which is usually 
fairly close to the actual yield, indicated a crop more 
than 40 per cent larger than last year, and slightly above 
the five-year average. The indicated crops of corn, oats, 
barley, and rye are smaller than 1925 yields, and in the 
cases of corn and rye the prospect is for smaller crops 
than the average for 1921-1925.

The condition of the cotton crop on July 16 indicated 
a crop of 15,368,000 bales, assuming normal conditions 
during the remainder of the growing season. The report 
stated, however, that the actual yield might vary 
between about 13,500,000 and 16,600,000 bales if sub
sequent conditions are below or above normal.

The size of 1926 crops indicated by conditions on 
July 1 is compared in the following table with actual 
harvests in 1925 and average yields in the last five years.

(In millions)

Crop
1921-1925
Average
Harvest

1925
Harvest

1926
July

Forecast

Winter wheat, bushels........................... 549 396 568
Spring wheat, bushels............................ 253 271 200
All wheat, bushels.................................. 802 666 767
Corn, bushels.......................................... 2,849

1,327
186

2,905
1,512

217

2,661
1,334

191
Oats, bushels..........................................
Barley, bushels.......................................
Rye, bushels........................................... 68.2 48.6 39.7
Hay, tons................................................ 90.5 86.7 77.8
Apples, total crop, bushels.................... 170 172 208
Peaches, total crop, bushels.................. 46.9 46.6 61.7
Pears, total crop, bushels...................... 17.7 19.8 24.6
Potatoes, bushels................................... 396 326 334
Tobacco, pounds.................................... 1,288 1,365 1,139
Cotton, bales.......................................... 11.5 16.1 15.4

C o m m o d ity  P r ice s
The Department o f Labor index of average wholesale 

prices advanced slightly further in June to 152 per cent 
of the 1913 average level. The greater part of the de
cline in this index from September 1925 to A pril of 
this year, and the subsequent slight increase in May 
and June has been due to changes in prices of agricul
tural commodities.

In the first three weeks of July, grain and cotton 
prices advanced, reflecting unfavorable crop reports, 
while livestock prices declined, and non-agricultural 
commodities in general were steady, so that the general 
level of wholesale prices appears to have shown little 
change.

The accompanying diagram shows the course of whole
sale prices for agricultural and non-agricultural com-

Course of Agricultural and Non-Agricultural Prices, 1900-1926. 
(U. S. Department of Labor Index 1910-1926; Federal 

Reserve Bank of New York Index 1900-1909.)
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modities by months since 1900. It shows that agricul
tural prices advanced steadily during the fourteen years 
preceding the W orld War, while non-agricultural prices 
showed little net gain. In 1913, which is taken as the 
base year for the Department of Labor Index, agricul
tural prices were higher relative to other commodities 
than they had been a few years earlier.

The two groups of prices rose almost together in 1916 
and the first half of 1917, but during the succeeding 
two years the principal rise was in prices of agricultural 
commodities. From 1920 to 1924 agricultural prices 
were low relative to non-agricultural, but in the past 
two years this disparity has been largely corrected.
B u ild in g

Contracts for building and engineering projects, as 
reported to the F. W . Dodge Corporation during June, 
were slightly smaller than a year previous for the first 
time in a year and a half. The accompanying diagram 
shows that after starting the year at an unusually high 
rate, the tendency in building contracts since March has 
been downward, whereas last year the volume of con
tracts continued upward until August.

"M IL L IO N S  
o r  DOLLARS

Total permits for the first half of this year were 1 
per cent smaller than in the first half of 1925. Contract 
and permit figures frequently differ, due to the fact 
that there is some lapse of time between the issuance of 
a permit and the awarding of the contract, that the con
tract figures cover projects outside of cities and public 
works that are not covered by the permit figures, and 
further that some permits are issued for work that 
never materializes.

W h o le sa le  T r a d e

Wholesale trade in this district during June showed 
a slight increase over the previous year’s level for the 
first time since December. Substantial increases were 
reported in sales of jewelry, paper, stationery, and 
shoes. Machine tool sales recovered from the May 
decline, and were the largest for any month in over 
three years. Sales of cotton commission houses were 
above the previous year’s level for the first time since 
last October. On the other hand, jobbers’ sales o f cot
ton goods were the smallest for the month of June in 
over 7 years, silk goods sales were substantially smaller 
than a year ago, and sales of women’s dresses and m en’s 
clothing continued below last year’s level.

In the first six months of this year, total sales in all 
lines were nearly 6 per cent smaller than last year, due 
almost entirely to declines in clothing and textiles. 
Hardware sales also were smaller than last year, while 
sales o f stationery, paper, diamonds, machine tools, and 
drugs showed the principal increases.

A ll reporting lines showed increases in stocks at the 
end of June, compared with a year previous, with the 
exception of m en’s clothing and cotton jobbing. The 
increase over last year in silk stocks, however, was not 
so large as in other recent months.

Building Contracts Awarded in 36 States, and in New York and 
Northern New Jersey District, 1926 compared 

with 1924 and 1925.

The total for the first half of the year in 36 states was 
12 per cent larger this year than last and was substan
tially above any previous year. In this district the vol
ume of contracts in June remained slightly larger than 
a year ago, and the total for the first six months of 1926 
was 19 per cent larger than in the corresponding period 
of 1924, the previous high record.

Building permits reported to the S. W. Straus Com
pany from  462 cities were l 1/̂  per cent larger in June 
than a year previous, following decreases from last 
year’s level in three of the previous five months, but 
the June increase was chiefly due to larger permit totals 
in New York City and Philadelphia. A  majority of the 
larger cities continued to report less building work 
authorized than a year ago.

Groceries..................
Men’s clothing........
Women’s dresses___
Women’s coats and

suits..........................
Cotton goods-Jobbers. 
Cotton goods-Commis-

sion...........................
Silk goods.....................
Shoes............................
Drugs...........................
Hardware.....................
Machine tools..............
Stationery....................
Paper............................
Diamonds.....................
Jewelry.........................

Percentage Change 
June 1926 from June 1925

Net
Sales

— 1.1 
—16.3 
—31.8
+70.1
— 18.1

+ 1.6 
—14.0 +10.8 
+  4.3 
— 2.9 
+  2.7 
+  6.3 
+12.4  
+  2.9 
+19.2

Stock 
end of 
month

+ 6.6 — 1.2

— 2.2

* +28.9  
+  5.8 
+  3.7 +10.6

>+ 6.1

Collec
tions

+  3.8 
+  1.7

—20.0—21.2

+  9.1 
—23.0 —12.0 
— 1.7

+is!5

— 3.

Acc’ts
Receiv

able

+ 1.7 
+  7.3

+ 8.8 
— 17.1

+ 2.0 
— 3.8 
+12.4 
+  4.7

+i6! i 

+28.0

+  4.

Percentage 
Change in 
Net Sales

June ’26 
from 

May ’2G

+  5.2 
— 16.3 
—28.7

—IS. 7 
+ 1.1
+23.9
— 6.5 
+  9.6— 2.2
— 1.7 
+32.4
— 1.9 
+  0.4
— 1.7 
+  4.3

3.8

First Six 
Months 

1926 
fr. 1925
+ 1.8
— 4.0 —28.6
— 19.0
— 14.1
—11.8
— 4.5— 0.8 
+  4.1 
— 4.0 
+  6.5 
+  9.7 
+  7.2 
+  8.9 + 1.6

5.6Weighted Average... + 1 .2

* — Stock at first of month— quantity not value,

C h a in  S to re  Sales
Total sales of reporting chain store systems showed 

increases over last year o f 15 per cent in June and 17 
per cent in the first six months o f the year. Tl.o 
increases were due almost entirely to the opening of
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new stores and sales per store averaged almost the same 
as last year. The largest growth in volume of business 
was in variety, grocery, and drug chains.

Type of Store

Variety.. 
Grocery..
Drug.......
Tobacco., 
Ten Cent 
Candy... 
Shoe........

Total..

Percentage Change 
June 1926 from June 1925

Number
of

Stores

+17.6  
+15.6  +20.1 +11.6 
+  6.3 
+19.3  
+14.5

+14.6

Total
Sales

+25.0 
+18.1 
+15.6 
+13.3 
+  9.1 + 6.1 + 1.0
+15.4

Sales
per

Store

+  6.3 + 2.2 
— 3.8 
+  1.4 
+  2.7 —11.1 —11.8
+  0.7

Percentage Change 
First Six Months 

1926 from 1925

Total
Sales

+25.2  
+20.4  
+20.3  
+  9.7 
+  9.2 
+  4.6 
+  3.6

Sales
per

Store

+  7.0 + 2.0 
+  0.9 
— 3.5 
+  3.1 —11.8 —10.0
+ 0.1

Locality

New York................
Buffalo......................
Rochester.................
Syracuse...................
Newark.....................
Bridgeport................
Elsewhere.................

Northern N. Y. State 
Central N. Y. State. 
Southern N. Y. State 
Hudson River Valley 
Capita] District... 
Westchester..........

All department stores.

Apparel stores. . . .  
Mail order houses.

Percentage Change 
June 1926 from June 1925

Net
Sales

+ 6.0
— 2.9 
4- 6.2
— 3.3 + 2.0 
+  4.3
— 2.5
— 3.9 + 1.6
— 7.6— 1.0 
— 3.6 
+  5.8

+  4.0

+  5.3 +12.0

Stock on 
Hand end 
of month
+  2.2 +  3.9 +  13.1
+  1.4 +  2.8 +  0.2
+  2.3 +16.2 +22.3
— 3.6 +  2.1 +  0.4
+  7.4 +  7.5 +  6.2
+  2.9
+  2.1 +  5.1 — *3.5

+  2.5

+  16.1

Collec
tions*

+  5.4

Acc’ts
Receiv
able*

+10.2

Net
Sales

+  3.9 — 2.8 
+  7.1 — 2.1 + 6.6 +12.6 + 2.6
— 4.2 
+  4.7— 1.0 
+  7.4 
+ 1.1 
+  9.2

+  3.S

+  5.3 
+  8.4

Stock
on

Hand

+  3.9 + 2.6 
+  1.3 — 0.1 
+  8.9 
+  4.0 + 1-2

+  3.9

+13.3

*=Exclusive of instalment accounts

D e p a r tm e n t  S to re  B u sin ess

Department store sales in this district for both June 
and the first six months of this year averaged 4 per cent 
larger than a year ago, and sales of apparel stores 
showed an increase of more than 5 per cent. In mail 
order houses the year-to-year increase in sales during 
June was 12 per cent, compared with 8 per cent for the 
first six months of the year.

The rate of turnover in department stores for the 
month was slightly higher than last year, due to the 
smaller increase in stocks than in sales, but for the first 
half of the year the turnover was somewhat lower than 
in 1925.

Following increased sales in May, collections on both 
regular and instalment accounts during June were 
larger than last year. There was also a large increase 
in the amount of regular outstanding accounts at the 
end of June, but outstanding instalment accounts 
remained below a year ago.

Percentage Change 
in Net Sales

Percentage Change 
in Stock on Hand

June 1926 
from 

June 1925

First 
Six Months 
1926 fr. 1925

June 30, 1926 
from 

June 30, 1925

First 
Six Months 

1926 fr. 1925

Linens and handkerchiefs +27.4 +15.8 +  0.3 — 0.8
Books and stationery. . . +24.3 +16.6 +  2.9 +  7.4
Toys and sporting goods +19.3 +23.3 +  7.4 +13.8
Furniture........................ +14.2 +13.8 — 12.7 +  5.4
Silverware and jewelry.. +13.3 +  5.8 +  2.3 +  6.9
Home furnishings.......... +10.8 +  7.6 +  7.3 +  3.5
Musical instruments and 

radio............................ +  9.1 — 43.3 — 17.0 — 3.2
Toilet articles and drugs 
Women’s and Misses’ 

ready-to-wear.............
+  8.5 +12.9 +  4.3 +  4.1

+  8.0 +  1.2 — 4.9 — 5.6
Luggage and other 

leather goods.............. +  7.7 +  9.1 +14.2 +13.2
+  7.4 +  6.8 — 4.4 +  3.8
+  2.0 +  6.2 — 0.8 +  2.4

Women’s ready-to-wear 
accessories.................. — 0.2 +  3.6 — 6.0 — 6.5

Men’s and boys’ wear.. — 1.5 +  1.1 +11.9 +  7.81
Men’s furnishings.......... — 3.1 +  5.5 +  2.4 +  0.8
Silks and velvets............ — 6.3 +  1.6 — 5.7 — 3.0
Cotton goods.................. — 8.4 —19.5 — 3.8 +  1.7
Woolen goods................. —23.3 —29.0 —35.2 —20.4
Miscellaneous................. — 3.4 — 1.9 — 13.4 — 9.5

of the main departments, including women’s apparel, 
were under 5 per cent, and the largest increases were 
reported in departments such as toys and sporting 
goods, books and stationery, luggage, handkerchiefs, 
linens, and gloves. The large decrease in sales of musical 
instruments and radio was due mainly to the unusual 
number of sales of radio manufacturers ’ surplus stocks 
in the first half of 1925.

Percentage 
Change 

First Six Months 
1926 from 1925

The diagram compares the first six months’ sales 
this year with 1925 in 38 individual departments. 
Although there were only 7 lines in which sales were 
actually smaller than last year, the increases in many

GLOVES U
MENS SHOES U 

JUNIORS'&GIRLS WEAR fB 
SWEATERS M 
BOYS WEAR U

men’s furnishings m
HEG. & HOUSE DSES5ESW

WOMENS shoes u 
WOMENS COATS U 

WOMENS PRESSES ■ 
MILLINERY U 

FURS ' ■
MISSES READY to WEAR ■ 

MENS CLOTHING U 
WOMENS SUITS U

HANDKERCHIEFS ■ 
LINENS ■

POMESTtCS U 
NECKWEAR-V El LINGS ■ 

INFANTS WEAR. U 
KNIT UNDERWEAR. U 
WOMENS HOSIERY U 
SILKS & VELVETS U 

SILK VMUSLIN UNDWEARM 
CORSETS & BRASSIERES B 
COTTON DRESS GOODS U 

' WOOLEN DRES5 GOODS U

TOYS-SPORTING G'DS. ■ 
BOOKS-STATIONERY ■ 

LUGGAGE ■ 
FURNITURE U 

TOILET ARTICLES-PRUGS ■ 
CHINA-GLASSWARE ■ 
HOUSE FURNISHINGS M 
FLOOR COVERINGS E 

SILVERWARE-JEWELRY ■ 
PR APERIES- LAMPS U 
MUSICAL INST-RADIO U
TOTAL ALL DEPARTMENTŜ
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York September 1,1926

B u sin ess C o n d it io n s  ip th e  U n ite d  S ta tes
P RODUCTION in basic industries and factory em

ployment and pay rolls declined slightly in July, 
but the decrease in production was smaller than 

is usual at this season. "Wholesale prices, after a further 
decline in July, were at the lowest level in nearly two 
years.

P r o d u c t io n
The Federal Reserve B oard ’s index of production in 

basic industries, which is adjusted for seasonal varia
tions, increased about one per cent in July. Declines 
in the output of iron and steel and anthracite, and in 
the activity of textile mills were larger than the usual 
seasonal reductions, while the production of flour, cop
per, zinc, cement, and petroleum increased. The manu
facture of automobiles declined further and was smaller 
than a year ago. Factory employment and pay rolls 
showed the usual seasonal decline in July, which is due 
largely to closing for stock-taking and repairs and to 
summer vacations. Declines were noted in nearly all 
the important industries for which reports were received, 
with the exception of leather and shoes and certain food 
products and building materials. Building contracts 
awarded in 37 states east of the Rocky Mountains de
clined in July for the fourth consecutive month and, as 
in June, were smaller than a year ago. Figures for the 
first three weeks in August were also below those for

TER CENT

Index of 22 Basic Commodities, adjusted for Seasonal Variations
(1919 =  100). Latest figure, July.

the corresponding period of last year. The principal 
decreases were in the New York and Atlanta districts.

The composite condition of all crops, as reported by 
the Department of Agriculture, shows an improvement 
o f 2 per cent in July owing largely to the increase in 
the expected production of wheat. Cotton production, 
on the basis of August 16 conditions, is estimated at 
15,248,000 bales, compared with an output of 16,104,000 
in 1925.

T rad e
Volume of trade at wholesale and retail showed a 

further seasonal decline in July, but continued to be 
large. Retail trade was larger than a year ago, while 
wholesale trade was slightly smaller. Sales of depart
ment stores and mail order, houses declined less than 
is usual at this season and were 4 per cent and 13 per 
cent, respectively, larger than in July of last year. 
Merchandise inventories at department stores continued 
to decline in July and at the end of the month were in 
about the same volume as last year. Stocks of meat, 
dry goods, and shoes carried by wholesale firms were 
smaller than a year ago but stocks of groceries, hard
ware, and drugs were larger.

Shipments of goods by railroads were maintained at 
a high level during July for nearly all types of com
modities. Loadings of grain were larger than for any 
month since October 1924, and were in record volume 
for July.

TERCEN7

Index of United States Bureau of Labor Statistics. (1913 =  100;
base adopted by Bureau). Latest figure, July.
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2 MONTHLY REVIEW,

BILLIONS of,DOLLARS

Monthly Averages of Weekly Figures for Member Banks in 101 
Leading Cities. Latest Figures are Averages for 

Three Weekly Report Dates in August.

P r ic e s
The Bureau of Labor Statistics index of wholesale 

commodity prices declined about one per cent in July 
to the lowest level since September 1924. Price declines 
were shown for most commodity groups, particularly 
farm products and foods, while prices of steel and other 
metals advanced. In the first three weeks of August 
the prices of grains, cotton, and rubber declined further, 
while cattle, hogs, potatoes, coal, and coke advanced in 
price.

B a n k  C r ed it
Between the middle of July and the middle of August, 

total loans and investments of member banks in leading 
cities increased slightly, reflecting a growth in the sea
sonal demand for credit for commercial purposes. 
Loans on securities on August 18 were in about the 
same volume as a month earlier, while the banks’ in
vestments declined.

Between July 21 and August 18 discounts for member 
banks and the holdings of acceptances increased con
siderably, while United States security holdings were 
somewhat reduced, with the consequence that the total 
volume of Reserve Bank credit increased by about 
$50,000,000.

Money market conditions became firmer in August. 
The rate on commercial paper, which was 4 per cent in 
June and July, increased to 4*4-4% per cent, and the 
rate on 90-day bankers’ acceptances advanced to 3%  
per cent. The discount rate of the Federal Reserve 
Bank of New York wTas advanced on August 13 from 
3V2 to 4 per cent.

M o n e y  M a r k e t

Money rates advanced in August to approximately 
the levels reached last March. A  part of the August 
advance preceded the increase in the discount rate of 
the Federal Reserve Bank of New York and a part fo l
lowed this increase. The following table shows the 
recent changes in money rates.

RATE

SEPTEMBER 1, 1926

Weekly Money Rates in New York Market. Commercial Paper Rate 
on 4 to 6 Months Paper and Acceptance Rate on 90 Day Paper.

Money Rates at New York

Aug. 27 
1925

July 27 
1926

Aug. 27 
1926

4 M 
4H  

4 )M
m

3.02

4 5
Time Mooney—90 day........................................

4
5

Prime Commercial Paoer................................... 4 ^
3M

3.29
Bills—90-day unendorsed.................................. 3 %
Treasury Certificates and Notes

3-5 months........................................... 3.15
6-8 months........................................... 3.46 3.38 3.40

Federal Reserve Bank of New York Re
discount Rate..................................................

' 
^

• 
CO 

CO

3H 4
Federal Reserve Bank of New York Buying 

Rate for 90-day bills....................................... 3M 3M

Factors in the firmer money conditions of August 
were a steady increase in the commercial loans of mem
ber banks, largely seasonal in nature, an increase in 
loans on securities, exports of $9,500,000 of gold to 
Canada, and an increase in the amount of currency in 
circulation.

As a result of these developments the volume of Re
serve Bank credit used by member banks increased sub
stantially during the three weeks ended August 11, 
especially in the New York district. Following the 
advance in the discount rate, and the passing of first of 
the month requirements, Reserve Bank loans to New 
York member banks were reduced, but a considerable 
volume of bills was presented for purchase by the Re
serve Banks and member bank borrowings in other 
districts increased; so that the total amount of Reserve 
Bank credit used throughout the country showed some 
further increase during the latter half of the month.

L o a n s  o n  S t o c k s  a n d  B o n d s
The continued rise in stock prices in the early part 

of August was accompanied by a further increase in 
loans by New York member banks to brokers and dealers 
in securities, and the total of such loans on August 18 
was $121,000,000 higher than four weeks previous. 
Loans for the account of New York City banks were 
reduced $35,000,000, while loans for the account of 
out-of-town banks and others increased $156,000,000.

This increase in brokers loans appears to be due
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FEDERAL RESERVE AGENT AT NEW YORK 3

Loans on Stocks and Bonds by All Reporting Member Banks 
Compared with the Movement of Stock Prices (Standard 

Statistics Corp. Index of 230 Stocks.)

largely to a change in the method by which security 
transactions are being financed, reversing the tendency 
of earlier in the year. From February to May, while 
stock prices were declining, there was evidence of a 
shift by which securities were carried more largely by 
loans made direct to private individuals by banks rather 
than loans made to brokers. This shift was apparent 
in the statistics in a very rapid decrease in loans to 
brokers, but a small decrease in total bank loans on 
securities. From May to July loans to brokers and 
total bank loans on securities increased simultaneously. 
But since the latter part of July, brokers loans have 
increased $121,000,000, while total bank loans on securi
ties remained practically unchanged. This appears to 
indicate some shift from direct borrowing from banks to 
borrowing from brokers.

Because of shifts of this sort the loans on stocks and 
bonds of reporting member banks, which include both 
loans to brokers and loans to private individuals, prob
ably offer a better index of changes in the amount of 
credit employed in security transactions than do brokers 
loans, although neither report is complete in itself. The 
accompanying diagram indicates the close relationship 
which has existed between stock prices and loans on 
stocks and bonds by reporting member banks in princi
pal centers throughout the country. The stock price 
index used is that of the Standard Statistics Corporation

(In millions of dollars)

Loans to Brokers 
and Dealers

Total Loans on Stocks 
and Bonds*

New New Banks
1926 York Others Total York in Total

City City Other
Banks Banks Centers

Jan. 20.......................... 1,232 1,899 3,131 2.230 3,327 5,557
Feb. 17......................... 1,159 1,980 3,139 2,104 3,343 5,447
Mar. 17......................... 1,033 1,771 2,804 2,017 3,317 5,334
Apr. 14......................... 877 1,574 2,451 1,939 3,317 5,256
May 19......................... 894 1,515 2,409 1,980 3,307 5,287
June 16......................... 926 1,591 2,517 2,015 3,351 5,366
July 21......................... 954 1,667 2,621 2,081 3,377 5,458
Aug. 18......................... 919 1,823 2,742 2,036 3,423 5,459

* Exclusive of loans on U. S. Government securities.

for 230 stocks. In the earlier years shown in the dia
gram the figures are affected by the inclusion of a con
siderable volume of loans on Government securities.

B il l  M a r k e t

A  continued decline in the supply of bills offered to 
the market, together with an inactive investment de
mand, caused a rather quiet bill market during August. 
Open market bill rates and the buying rates of the Re
serve Bank advanced, in keeping with the advance in 
other money rates, and in anticipation of the seasonal 
increase in the demand for funds, which usually begins 
early in September; so that toward the end of August 
ninety-day bills were being offered at 3%  per cent, as 
compared with 3%  per cent a month before. Accom 
panying the increase in rates, dealers’ portfolios were 
reduced gradually to about $35,000,000, the lowest point 
of the year.

C o m m e r c ia l  P aper  M a r k e t

Hates on prime commercial paper were firmer early 
in August and sales were made largely at 41/4 per cent. 
A  gradual advance followed, and in the latter part of 
the month offerings were made chiefly at 4 J/ 2 per cent 
with some at 4%  per cent. Although the demand by 
investing institutions for paper was only fairly active, 
dealers’ holdings of unsold paper remained of moderate 
size, as there was little increase in the demand for funds 
by open market borrowers. Following an increase of 
less than y2 per cent during July, the total outstanding 
paper of 26 dealers at the end of the month amounted 
to $655,000,000, about the same as at the end of Feb
ruary, but 10 per cent less than a year ago.

S e cu r ity  M a rk e ts

Stock prices continued in the first half of August the 
advance that began in May, and the volume of trading 
was the heaviest since March. Industrial price averages 
rose to new high levels, 4 points above the previous high 
levels reached in February, and railroad averages ad
vanced to the highest levels since 1912. A fter the mid
dle of the month prices of industrial stocks moved ir
regularly lower, while railroad stocks remained rela
tively steady.

Corporation bond prices at the end of August were 
little changed from a month previous, while United 
States Government issues were more affected by firmer 
money conditions and showed further declines, averag
ing 7/32 of a point. Foreign bonds, however, were 
firm; German issues reached the highest levels of the 
year, and French, Italian, and Polish bonds advanced 
late in the month.

The volume of new securities offered in August showed 
a seasonal decline, and was only about half as large as 
in July and somewhat smaller than in August 1925. 
Public utility issues continued to constitute the largest 
class of offerings, followed closely by industrial flota
tions and by foreign issues, which, however, were gen
erally small with the exception of the major portion of 
$16,000,000 Republic of Peru bonds, and $10,000,000 
Republic of Chile short term notes. For the year to
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date, total offerings in this market of all kinds of securi
ties have amounted to approximately 4%  billion dollars, 
or about the same as the total for the corresponding 
period of 1925. Foreign issues, exclusive of refunding 
loans, during this period have been approximately 690 
million dollars, compared with 660 millions last year.

G o ld  M o v e m e n t
Exports of gold during July amounted to $5,000,000, 

half of which went to Canada. Imports totaled almost 
$20,000,000, of which $14,600,000 was from Australia 
and $3,600,000 from Mexico. These imports made total 
receipts of nearly $20,000,000 from Australia and $12,- 
000,000 from Mexico in June and July. The net import 
for the first seven months of the year was $96,135,000.

Imports at the Port of New York during the first 30 
days of August came almost entirely from Latin America 
and amounted to about $1,000,000. Exports totaled about 
$21,000,000, of which $20,000,000 represented shipments 
of earmarked gold to Germany. Additional exports to 
Canada of about $7,000,000 were also reported, so that 
total shipments to Canada for the year to date now 
amount to about $34,000,000, as compared with imp vts  
from Canada of $79,000,000. The movement is usually 
toward Canada during the fall months.

G e rm a n  F o re ig n  T r a d e

Recent tendencies in Germany’s trade with the United 
States and with all countries combined are shown in 
the accompanying diagrams. A fter a steady recovery in 
the past four years total exports from Germany have 
this year been approximately equal to the 1913 dollar 
value for the first time since the war, though the actual 
quantity undoubtedly remains smaller.

Germany’s trade with the United States showed an 
earlier recovery than her total foreign trade, especially 
imports, reflecting shipments from the United States 
of cotton, copper, and grain. The value of such ship
ments during the first half of this year, however, was 
smaller than in the corresponding period of any of the 
previous four years, while merchandise received from

M ILLIO N S  
O F  D O L L A R S

Foreign Trade of Germany, 1922 to 1926, Compared with 1913.

Germany reached the 1913 level in value for the first 
time in recent years. The expansion in exports from 
Germany to certain other countries has been much more 
rapid, notably exports to European countries such as 
Italy and the Netherlands, and to South America, 
British India, and Canada.

F o re ig n  T r a d e  o f  th e  U n ite d  S ta tes
The foreign trade of the United States in July showed 

an export balance for the third consecutive month, fo l
lowing unfavorable balances in each of the first four 
months of the year. The export balance of $31,000,000, 
while not large compared with the monthly average for 
recent years, was unusual for the month of July, when 
exports are usually at approximately the lowest level 
of the year. Merchandise exports for the month, valued 
at $369,000,000, were $29,000,000 larger than a year pre
vious, and were the largest for any July since 1920. 
Imports, valued at $338,000,000, were also the largest 
for July of any year since 1920, and were $12,000,000 
above those of a year ago.

A  considerable part of the increase in exports, com
pared with July 1925, was due to substantial increases 
in shipments of wheat and bituminous coal. Coal 
exports were approximately double those of a year 
previous, due very largely to the effects of the strike 
in Great Britain. The increased exports of wheat are 
attributed to small stocks in importing countries follow
ing very light shipments during previous months from 
the United States and other exporting countries. The 
quantity o f crude rubber and raw silk imported in July 
was above the relatively high level of a year previous.

F o re ig n  E x ch a n g e

Sterling was steady during the early part of August, 
but after the tenth of the month declined nearly a cent 
to $4.8484, the lowest quotation since early in May. The 
decline this year is somewhat earlier than the usual 
seasonal weakness in sterling which accompanies grain 
and cotton shipments. French and Belgian francs ad
vanced during the first week of August, the former

MILLIONS OF 
DOLLARS

Trade of the United States with Germany, 1922 to 1926, Com
pared with 1913.
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rising above three cents for the first time since early 
in June, and the latter reaching 2.95 cents, but after a 
reaction fluctuated around 2.80 cents and 2.70 cents, 
respectively. The Italian lira moved in general with 
the franc, the later quotations ranging around 3.27 cents. 
The Spanish peseta declined early in August to 14.87 
cents, but recovered to about 15.40 cents in the latter 
part of the month. Further small gains were registered 
by Danish and Norwegian kroner, but guilders declined 
gradually.

Canadian exchange remained slightly above the gold 
export point, and shipments of gold continued, making 
a total of $9,500,000 since the latter part of July. In 
the Eastern exchanges, both Hong Kong and Shanghai 
were weak, in sympathy with the marked decline in 
the price of silver, which dropped to 61% cents per fine 
ounce for the first time since August 1921, but a partial 
recovery occurred late in August, accompanying a rise 
in silver. The Japanese yen made a pronounced ad
vance and reached 48.13 cents, the highest quotation 
since November 1923, about two months after the 
earthquake.

B u sin ess  P ro fits

Statements of second quarter earnings of 99 industrial 
and mercantile concerns indicate a continued high level 
of business profits. Following an increase of 26 per 
cent in the first quarter of the year, net earnings of 
these concerns in the second quarter averaged 22 per 
cent higher than in the corresponding period of 1925. 
A ll groups of corporations for which a sufficient number 
of reports are available shared in the increase over last 
year, but the largest increases were in the earnings of 
steel and motor companies. For the first half o f the 
year, net earnings were 24 per cent larger than in 1925, 
and substantially larger than in any other recent year.

(Net profits in millions of dollars)

Group
No. of 
Corpo
rations

Second
Quarter First Six Months

1925 1926 1923 1924 1925 1926

Motors & accessories............. 14 61 80 85 52 103 138
16 30 35 43 49 53 58
10 34 43 74 76 67 84

Food & food products........... 13 15 20 25 25 27 37
Machine & machine mfg....... 10 5 5 8 8 10 11
Metal & mining...................... 13 8 10 18 15 17 20

23 15 16 19 21 28 30

Total 7 groups.................... 99 171 209 272 246 305 378

Telephone............................... 71 46 52* 72 71 90 102*

Class I Railroads................... 185 234 271 447 391 439 495

*Partly estimated. June report not available.

The upward trend of corporation profits during recent 
years is shown in the accompanying diagram. This 
indicates that second quarter net earnings this year 
were larger than in any other quarter in the last 3%  
years, and railroad earnings were the largest for any 
second quarter in the last six years. It appears that 
industrial corporation earnings tend to reach their high
est level in the first half of the year, while railroad 
earnings are larger in the second half, due to the heavy 
movement of crops and fall merchandise.

MILLIONS of DOLLARS

Quarterly Net Operating Income of 185 Railroads and Profits of 
89 Industrial Corporations, 1923 to 1926.

C o m m o d ity  P r ice s  a n d  th e  C o s t  o f  L iv in g
The Department of Labor index of average wholesale 

prices in July declined 1 per cent from  June to a new 
low point since September 1924, due chiefly to a further 
decline in the prices of agricultural commodities. The 
July price level was 6 per cent below that of a year pre
vious and practically the same as in July 1923. The 
group indexes show that prices of cloths and clothing, 
metals and metal products, building materials, and house 
furnishing goods have declined materially during the 
past three years, while prices of farm products and 
foods have shown advances, despite the substantial re
action since last fall.

The cost of living in June was 1.7 per cent lower than 
last December, according to the reports of the Depart
ment of Labor, but remained 0.7 per cent higher than 
a year previous.

The general tendency in the cost of living has been 
upward during the past four years, as the accompanying 
diagram shows, due chiefly to rising food prices which 
have accompanied the recovery in prices o f agricultural 
products from the low levels of 1921.

TlH cent.
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Monthly Production of Steel Ingots and Automobiles and Mill Consumption of Cotton and Silk in 1926, Compared with 1924 and 192S.

P r o d u c t io n

The production of iron, steel, copper, bituminous coal, 
and cement remained substantially larger in July than 
a year previous. Automobile production showed less 
than the usual seasonal decline from June, but was 
smaller than a year ago for the second consecutive month.

Mill consumption of silk increased slightly further, 
but was substantially smaller than a year ago, while 
cotton consumption declined sharply, and the curtail
ment in woolen mill activity continued.

This bank’s indexes of production, in which allowance 
is made for year-to-year growth and seasonal variations, 
a r e  shown below.

(Computed trend of pastfyears-100 per cent)

1925 1926

July May June July
Producers' Goods

Pig iron....................................................... 94 118 114 113
Steel ingots................................................ 89 110 108 104
Bituminous coal........................................ 92 96 100 101
Copper, U. S. mines................................. 105 103 102 110
Tin deliveries............................................ 96 98 107 109

100Zinc............................................................ 102 100 99
Petroleum.................................................. 126 112r 111
Gas and fuel oil......................................... 117 99 95
Cotton consumption................................. 92r 89r 9 2r ‘86 

79 v 
139

Woolen mill activity*............................... 84r 82r 83r
Cement...................................................... 132 128 135
Lum ber...................................................... 116 104 107 109p

70Leather, sole.............................................. 82 61 67r
Silk consumption*.................................... 130 95 105 109

Consumers' Goods 
Cattle slaughtered..................................... 122 118 114 121
Calves slaughtered.................................... 114 87 101 96
Sheep slaughtered..................................... 103 102 109 100
Hogs slaughtered....................................... 91 83 91 99
Sugar meltings, U. S. ports...................... 103 90 97 96
Wheat flour............................................... 107 92 109 121
Cigars......................................................... 105 98 106
Cigarettes.................................................. 79 76 70
Tobacco, manufactured............................ 111 107 107
Gasoline..................................................... 137 136 i36
Tires........................................................... 145 107 124
Newsprint................................................. 111 125 125 i29
Paper, total............................................... 83 93 93 86
Boots and shoes........................................ 106 82 96 102p

103Anthracite coal.......................................... 104 95 106
Automobile, all.......................................... 158 129 128 137
Automobile, passenger.............................. 169 137 137 147
Automobile, truck..................................... 111 99 94r 97

C ro p s

During July the condition of nearly all crops im
proved, so that the August 1 average condition was only 4 
per cent below the ten-year average for that date, com
pared with 6 per cent below on July 1, and 8 per cent 
below on June 1.

Threshing returns for winter wheat ran above ex
pectations, and the August 1 indication was that the 
average yield per acre would be the highest since 1914, 
and the total crop nearly 60 per cent larger than last 
year. The quality also is unusually high. Larger in
dicated yields than on July 1 were reported also for 
spring wheat, rye, fruits, potatoes, and tobacco. The 
corn crop deteriorated during July, however, due to 
drought in several of the leading corn growing states, 
and the prospective size of the cotton crop was reduced 
in the iirst half o f August.

(In millions)

1921-1925
1926

Crop Average
Harvest

1925
Harvest

July
Forecast

August
Forecast

Winter wheat, bushels.................. 549 396 568 626
Spring wheat, bushels................... 253 271 200 213
All Wheat, bushels........................ 802 666 767 839
Corn, bushels................................. 2,849

1,327
186

2,905
1,512

2,661
1,334

191

2,577
1,311

191Barley, bushels............................... 217
Rye, bushels................................... 68.2 48.6 39.7 41.9
Hav, tons....................................... 90.5 86.7 77.8 77.S
Apples, total crop, bushels........... 170 172 208 219*"
Peaches, total crop, bushels......... 46.9 46.6 61.7 63.6
Pears, total crop, bushels............. 17.7 19.8 24.6 25.1
Potatoes, bushels........................... 396 326 334 346
Tobacco, pounds........................... 1,290

11.5
1,374 1,139

15.4*
1.203

Cotton, bales................................. 16.1 15.2*

*=Seasonal variations not allowed for p=Preliminary r=Revised

*As of the 16th.

On the basis of yields indicated on the first of August 
and prices prevailing during the first half o f the month, 
compared with 1925 actual yields and prices during the 
months of heaviest crop movement, it would appear that 
the value o f three of the largest crops— winter wheat, 
corn, and cotton— will be close to that of last year. The 
indicated value of the winter wheat crop is 62 per cent 
larger this year, while the value of the corn crop is 7 
per cent smaller, and the value of the cotton crop 17 per
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Monthly Volume of Bank Debits, Car Loadings, Building Contracts, and Factory Employment in 1926, Compared with 1924 and 1925.

cent smaller. The value of other crops will probably 
be somewhat smaller this year than last in most cases.

Indexes of Business Activity
General business activity and the distribution of 

goods, as reflected in this bank’s indexes, increased in 
July, after allowance for seasonal variations. Bank 
debits in 140 centers outside of New York City were 
nearly 10 per cent higher than a year ago, compared 
with an increase of 7 per cent for the first half of the 
year, and the index advanced to a new high level, while 
the index for debits in New York City was the highest 
since April.

A  more active distribution of goods at retail was in
dicated by substantial increases in department store, 
chain store, and mail order sales over July of last year. 
The domestic movement of commodities, as shown by 
freight car loadings, continued above normal for this

(Computed trend of past years=100 per cent)

1925 1926

July May June July
Primary Distribution

Cai loadings, merchandise and mi?c....... 103 105 104 103
Car loadings, other................................... 101 107 110 110
Exports...................................................... 99 91 91 109p
Imports...................................................... 115 110 120 122p
Grain exports............................................ 76 121 82 101
Panama Canal traffic............................... 96 91 91

Distribution to Consumer
Department store sales, 2nd Dist............ 88 99 95 100
Chain store sales....................................... 93 99 93 96
Mail order sales......................................... 117 122 126 132
Life insurance paid for. . .......................... 123 106 115 119
Real estate transfers................................. 120 101 110
Magazine advertising............................... 96 100 104 *99
Newspaper advertising............................. 99 r 107r 106r 104r

General Business Activity
Bank debits, outside of N. Y. City........ 110 111 111 117
Bank debits, New York City............ .. 118 121 118 123
Bankdebits, 2nd Dist. excl. N. Y. C .. . . 103 102 106 110
Velocity of bank deposits, outside of New

York City.............................................. 101 103 * 101 109
Velocity of bank deposits, N. Y. C......... 112 114 115 123
Shares sold on N. Y. Stock Exchange*. . 159 110 181 173
Postal receipts........................................... 105 96 99 101
Electric power........................................... 108 109 112
Employment in the United States** . . . . 103r 102r 103r i03r
Bt'siness failures........................................ 106 105 116 100
Building permits....................................... 155 128 148 128
New corporations formed in N. Y. State 130 114 138

General price level.................................... 186 185 186 185

* =  Seasonal variation not allowed for p ~ Preliminary
Supersedes New York State Employment

Revised

season of the year, and both exports and imports of 
merchandise increased, contrary to the usual seasonal 
tendency.
B u ild in g

Contracts awarded for construction and engineering 
projects in 37 states were about 5 per cent smaller in 
July than a year previous, according to reports of 
the F. W . Dodge Corporation, but the total for the first
7 months of the year remained 10 per cent above the 
same period in 1925. Building in the New York and 
Northern New Jersey district was an important factor 
in the large volume of earlier months, but July contracts 
in this district were 9 per cent smaller than a year ago, 
and all other districts except the Central West and 
Northwest also showed declines.

The decrease shown in July contract awards was 
largely due to smaller projects for residential construc
tion. Contracts for residential building east of the 
Rockies showed a decrease of 20 per cent from last year, 
following increases over the previous year in every pre
ceding month since April 1925. Commercial and edu
cational construction continued smaller than a year ago, 
but projects for public works and utilities were 50 per 
cent larger than in July 1925, and industrial building 
contracts also continued larger than last year.
E m p lo y m e n t  a n d  W a g e s

Factory employment in New York State declined 
more than 2 per cent from June to July, and the number 
o f employees reported in July was the same as in July 
1925. Total payrolls reported to the State Labor De
partment were 3 per cent larger than a year ago, how
ever, and per capita earnings showed a similar increase, 
due partly to an increase in individual earnings in 
identical industries, and partly to a relatively high level 
o f employment this year in the more highly paid trades.

The largest decline in employment during the month 
was in the women’s clothing industry, due to the strike 
in the cloak and suit trade. Further substantial reduc
tions in working forces were made in the woolen and 
worsted, knit goods, and silk goods mills, and the gradual 
curtailment of recent months continued in the iron and 
steel and automobile industries. In  addition there were 
the usual seasonal closings for vacations and repairs in 
a number of industries.
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Sales of department stores in this district during July 
were 5Y2 per cent larger than a year ago despite the 
fact that there was one less selling day this year in New 
York City and one half day less in up-state cities. E x
cept in Buffalo, Syracuse, and the Capital District, in
creases were reported in all sections, and in Westchester 
and Central and Southern New York State the gains were 
the largest in more than a year and a half. Sales of 
apparel stores increased 14 per cent and mail order 
sales 13 per cent compared with July 1925.

Stocks of merchandise in department stores at the end 
of the month were only 3 per cent larger than last year, 
so that the rate of turnover was higher for the third 
consecutive month. The accompanying diagram indi
cates that although in the early months of this year 
outstanding orders were higher relative to volume of 
business than in the two preceding years, the increase 
in orders from  June to July was not so large as in
1924 and 1925.

P ER  CENT.

D e p a r t m e n t  S t o r e  B u s in e s s

Women’s and Misses’ ready-to-wear..
Men’s and boys’ wear...........................
Men’s furnishings..................................
Books and stationery............................
Women’s ready-to-wear accessories. . .
Shoes.......................................................
Toys and sporting goods.......................
Furniture................................................
Hosiery...................................................
Silks and velvets...................................
Homefurnishings........  .....................
Toilet articles and drugs......................
Luggage and other leather goods
Linens and handkerchiefs.....................
Silverware and jewelry.........................
Musical instruments and radio .........
Cotton goods.........................................
Woolen goods..........................................
Miscellaneous........................................ .

Net Sales 
Percentage Change 

July 1926 
from 

July 1925

+21.6 
+14.2 
+13.9 
+  9.9 + 8.8 
+  8.4 
+  7.3 
+  6.7 
+  6.3 + 1.8 
+  0.9 
+  0.4 — 0.2 — 6.1
— 6.4 
—12.5 —12.8 
—43.5— 6.1

Stock on Hand 
Percentage Change 

July 31, 1926 
from 

July 31, 1925

— 15.7 
+  7.8 
+  4.0 
+ 8 1 
—11.9
— 3.0 
+  6.3 
+13.0— 1.6
— 4.1 + 6.6 
+17.9 
+12.9 
+  5.0— 1.0 
— 17.7
— 8.3 
— 34.5
— 8.5

Collections on regular accounts showed a slightly 
smaller increase compared with last year than in June, 
but outstanding accounts at the end of the month 
showed a considerably larger gain, following a larger 
increase in sales in July than in June.

Locality

Percentage Change 
July 1926 from July 1925

Net
Sales

Stock on 
hand end 
of month

Collec
tions*

Accounts
Receiv
able*

New York...................................................... +  4.2 
— 0.6 
+  7.0 
— 2.1 
+10.8  
+16.4  
+10.7  
+  3.0 
+16.7  
+12.7  
+12.8 
— 4.3 
+29.7

+  2.3 
+  0.7 
+  2.9 
— 4.0 
+  9.4 
+  5.7 
+  3.9

+  4.6 
— 3.6 
+13.3

+ 2!i

+17.8  
— 4.1 
+23.2

+ ii ‘.8
+  4*.9

Buffalo...........................................................
Rochester......................................................
Syracuse........................................................
Newark..........................................................
Bridgeport.....................................................
Elsewhere...................................................... +  6.5

Northern New York State................... ..
Central New York State..........................
Southern New York State.......................
Hudson River Valley Dist......................
Capital District..................... .............
Westchester District.................................

All department stores................................... +  5.5 +  2.9 +  4.4 +14.6

Apparel stores............................................... +13.8
+12.8

— 1.9
Mail order houses.........................................

Department Store Orders for Merchandise Outstanding at the End 
of Each Month from January 1922 to July 1926, in Per

centages of 1924 Average, Compared with Volume 
of Sales. (1926 sales estimated on basis 

of first six months.)

Sales of men’s and women’s apparel showed the larg
est gains over last year, whereas sales of linens and 
handkerchiefs, silverware and jewelry, and luggage and 
leather goods which have been unusually good in most 
of the previous months this year, fell below last year’s 
level in July.

*=Exclusive of instalment accounts

W h o le s a le  T r a d e
July wholesale trade in this district averaged 12 per 

cent smaller than a year ago, the largest decrease re
ported in almost two years. Two factors contributing 
to this decline were the shorter working month this year 
and the strike in the cloak and suit trade. Decreases 
compared with a year ago occurred in 9 out of 15 lines 
and were particularly large in the clothing and cotton 
trades.

On the other hand, sales of paper, stationery, drugs, 
machine tools, and shoes continued in larger volume 
than a year ago, and the first year-to-year increase in 
silk since February brought July sales to the highest 
level for that month in six years.

Stocks of groceries, silks, drugs, hardware, and 
diamonds and jewelry continued larger than last year, 
while cotton goods stocks remained smaller, and stocks 
of shoes, which in June were larger than a year ago for 
the first time in several months, again showed a decrease 
in July.

Commodity

Groceries..................
Men’s clothing.........
Women’s dresses.. . .  
Women’s coats and

suits......................
Cotton goods-Jobbers 
Cotton goods-Commis-

sion...........................
Silk goods.....................
Shoes.............................
Drugs.........».................
Hardware.....................
Machine tools..............
Stationery.....................
Paper............................
Diamonds.....................
Jewelry.........................

Weighted Average... + 7 .8

Percentage 
Change July 1926 
from June .1926

Net
Sales

— 0.2 
+76.1 
—37.4

+30.0
+18.2

—18.8 
+  1.4 
—15.2 
+  3.7 
—11.5 
—10.3 
— 4.9 
— 10.4 
+  4.0 
—33.2

Stock 
end of 
month

— 2.5

+  8.3

+  3.2* 
+  9.4 
+  6.5 — 2.1

Percentage Change 
July 1926 from July 1925

Net

—  4.2
— 4.9 
—31.8

—70.3
— 7.6

— 8.8 
+  1.7 + 0.6 
+  2.5
— 2.5 
+  6.5 
+  6.9 
+  5.3
— 8.7 
—13.0

-12.2

Stock 
end of 
month

+  8.3

3.2

+23.1* 
—29.9 
+  2.3 
+  4.4

9.8

Collec
tions

— 1.4 
+11.7

— 6.9 —20.0

— 0.9 
—20.9 
+16.9 
+  0.9

+ 3:0— 0.1
+2i'.8
— 0.2

Acct’s
Receiv

able

+  3.6 
+  5.2

—35.9
— 13.6

+ 6.8 
+  4.7 
— 2.5 
+  4.1

+i3*.i
—20.5 

+ 23! 7

1.7

* = Stock at first of month— quantity not value.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York October 1, 1926

B u sin ess  C o n d it io n s  in  th e  U n ite d  S ta tes

I NDUSTRIAL activity and distribution of com
modities continued in large volume in August at 
a level higher than a year ago. The general level 

of wholesale prices receded further in August, reflecting 
price declines for agricultural commodities.

P ro ductio n

The index of production in basic industries, which is 
adjusted for the usual seasonal variations, declined 
slightly in August, but this decline was accounted for 
by the fact that there were five Sundays in August as 
against four in July. Textile mill activity and produc
tion of steel ingots, zinc, and petroleum increased, while 
the output o f pig iron, lumber, coal, copper, cement, 
and sugar was smaller than the month before. Auto
mobile production increased considerably in August and 
was larger than in any month since April. Factory 
employment and pay rolls, after declining in July, in
creased in August, as is usual at this season of the year. 
Building activity, as measured by contract awards in 
37 states east of the Rocky Mountains, was in larger 
volume in August than in July or in any other previous 
month with the exception of August 1925. In eastern 
and southeastern states the volume of building was 
smaller in August than a year ago, while in the Middle

TER CENT.

Index of 22 Basic Commodities, adjusted for Seasonal Variations
(1919=100) Latest figure, August.

West contracts awarded were larger. Contracts for 
residential structures were smaller than last year, while 
those for industrial buildings and for public works and 
public utilities were substantially larger.

Crop conditions improved in August, according to a 
statement by the Department of Agriculture. September 
forecasts of yields of corn, barley, hay, tobacco, and most 
fruit and vegetable crops were above those made in 
August, while expected yields of oats and spring wheat 
were slightly less. A  cotton crop of 15,810,000 bales 
was indicated on the basis of the condition of the crop 
at the middle of September. The crop, however, is later 
than last year and ginnings up to September 16 amounted 
to only 2,511,000 bales, compared with 4,282,000 bales 
prior to September 16, 1925.

T rade

Volume of wholesale trade and of sales at department 
stores increased in August and retail sales were larger 
than a year ago. Stocks of dry goods and shoes carried 
by wholesale firms were smaller at the end of August 
than last year, while those of groceries and hardware 
were larger. Inventories of department stores increased 
in preparation for autumn trade, but this increase was 
less than is usual at this season. Freight car loadings 
in August continued higher than in the corresponding 
months o f previous years and for the weeks of A ug

PERCENT

Indexes of Factory Employment and Factory Payrolls in Manufac*
turing Industries (1919 averages 100 per cent) Latest

figures, August,
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Index of United States Bureau of Labor Statistics (1913=100; 
base adopted by Bureau). Latest figure, August.

ust 28 and September 4 exceeded all previous weekly 
records. Loadings of grain continued large and 
shipments o f merchandise in less-than-ear-load lots, 
miscellaneous commodities, ore, and coke were consider
ably larger than in the corresponding period of previous 
years.

P rices

Wholesale commodity prices, according to the index of 
the Bureau of Labor Statistics, declined by over 1 per 
cent in August, reflecting largely price decreases for 
grains, livestock, and meat products. Prices o f clothing 
materials, fuels, and metals increased between July and 
August, while prices o f cotton, wool, sugar, building 
materials, and rubber showed little change. In the first 
half of September prices of grains, cattle, sugar, bitumi
nous coal, and coke advanced, while prices of raw cotton, 
silver, and bricks declined.

B a n k  C redit

Increased demand for bank credit in connection with 
the harvesting and marketing of crops and autumn trade, 
together with an increase in loans on securities, was 
reflected in a considerable growth between the middle of 
August and the middle of September in loans o f member 
banks in leading cities. The banks’ holdings of invest
ments also increased, though there was a decrease in 
investments at banks in New York City, and total loans 
and investments on September 15 were larger than at 
any previous time.

The volume of Reserve Bank credit increased by about 
$90,000,000 between August 18 and September 22, partly 
in response to seasonal demands for currency. Discounts 
for member banks rose in September to the highest figure 
for the year, and acceptance holdings also increased, 
while United States securities declined by about 
$55,000,000.

Money rates continued to rise in September. Rates on 
commercial paper advanced by one-fourth per cent to 
4% -4%  per cent, and rates on security loans also aver
aged higher than in August.

Reserve Bank Credit: Monthly averages of daily figures for 12 
Federal Reserve Banks. Latest figures are averages 

of first 23 days in September.

M o n e y  M a r k e t

Money rates advanced in September to the highest 
levels since the early months of 1924. The rise accom
panied a continued loss of funds to the money market, 
due to the fall expansion in requirements for credit and 
currency. Rates prevailing near the end of September 
are compared in the following table with those of a 
month previous and a year ago.

Money Rates at New York

Call Money....................................................
Time Money—90 day...................................
Prime Commercial Paper.............................
Bills—90 day unendorsed.............................
Treasury Certificates and Notes

2-4 months......................................
5-7 months......................................  . .

Federal Reserve Bank of New York-Redis-
count Rate..........................................

Federal Reserve Bank of New York-Buying 
Rate for 90 day Bills.....................

Sept. 29 
1925

Aug. 28 
1926

Sept. 29 
1926

*4-5 ̂  
4M-4%
4M
3K

*4^-5
5
4H
3M

*5-5 H 
5
4 ^ - 4 ^
3Vs

2.98
3.37

3.29
3.40

3.55
3.56

3 ^ 4 4

3 ^ 3% 3M

*=Prevailing rate for preceding”week

Commercial loans o f member banks increased steadily 
during September, and loans on stocks and bonds in
creased considerably. The consequent increase in de
posits and in reserve requirements of commercial banks, 
together with losses to reserves caused by the seasonal 
outflow of currency, resulted in withdrawals of funds 
from the New York market, and made necessary a sub
stantial increase in Reserve Bank loans to New York 
City banks during the first half of the month.

T r e a su r y  T a x  P eriod O pe ra tio n s

A fter the middle of the month Treasury operations 
were the controlling factor in the money market. 
Throughout the country the Reserve Banks redeemed for 
the Treasury about $400,000,000 of maturing notes, paid 
$70,000,000 of interest on United States Government 
securities, sold a new issue of $379,000,000 of certificates, 
and collected nearly $450,000,000 of income taxes. From 
one-third to one-half or more of these various payments 
and receipts took place in New York.
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and the effects on bank reserves, borrowing by city banks 
at the Eeserve Bank, and the call rate.

L o a n s  o n  S to ck s  a n d  B onds  
Loans to brokers and dealers in securities by leading 

New York City banks, for their own account and for 
account of others, continued to increase gradually, and 
at the middle of September were $400,000,000 above the 
low point of the year in May, and were the highest since 
March. As the above diagram shows, a considerable part 
o f the increase in loans since May has been from funds 
supplied by organizations other than banks. Loans for 
out-of-town correspondent banks have also increased, 
while loans by New York City banks for their own ac
counts have shown little net change since June. Total 
loans on stocks and bonds of all reporting member banks 
throughout the country also increased further, and on 
September 15 were the highest since the first week of 
January. In the third week of September, however, 
there was a reduction of about $50,000,000 both in 
brokers’ loans and in total security loans of member 
banks.

B IL L IO N S  
O F DOLLARS

.5

Effect of Treasury September Tax Period Operations on New York 
Money Market.

In anticipation of heavy Government disbursements 
on September 15, New York City member banks repaid 
a substantial amount of loans at the Reserve Bank. 
The redemption of notes and payment of interest on the 
15th exceeded the amount o f income tax checks actually 
collected on that day by more than $100,000,000, which, 
with incoming transfers of over $50,000,000 (the result 
of a similar situation in other districts), caused a large 
surplus in reserves of New York banks, despite further 
repayments of loans at the Reserve Bank. A  temporary 
easing of money rates followed, but as the surplus in 
reserves was eliminated by heavy tax collections and out
going transfers, money conditions became firmer before 
the end of the week. A  substantial deficit in the reserves 
of New York City banks at the beginning of the follow
ing week, together with further tax collections, resulted 
in renewed borrowing from the Reserve Bank, and money 
conditions remained firm during the latter part of the 
month.

The accompanying diagram shows day by day during 
the tax period the gains and losses to the money market
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Loans to Brokers and Dealers in Securities Placed by New York 
City Reporting Member Banks.

B il l  M a r k e t  
The amount of new bills offered to the market during 

September increased somewhat, in keeping with the usual 
seasonal tendency. A t the same time, there was a more 
active demand for bills, principally by New York City 
banks for the investment of foreign balances, but also 
by out-of-town banks. Consequently dealers’ portfolios 
increased only slightly from the low level o f the year 
reached in August. Rates were unchanged after the 
advance at the end of A ugust; dealers continued to pur
chase 90 day unindorsed bills at 4 per cent and to offer 
them in the open market at 3%  per cent.

C o m m e r c ia l  P aper  M a r k e t  
A  further advance in September in open market rates 

on prime commercial paper was indicated by an in
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creased number of sales at 4 %  per cent and fewer offer
ings at 4%  per cent. Although the higher rate level 
tended to bring the smaller country banks into the 
market, the demand in general was only fairly active. 
Due, however, to the relatively small supplies of new 
paper that were acquired from  open market borrowers, 
dealers’ lists remained limited in size. An increase of 
more than $250,000,000 in the commercial loans of banks 
throughout the country above the levels of last year 
seems to indicate that industrial and commercial con
cerns are borrowing more largely from their banks than 
through the open market. The amount of commercial 
paper outstanding through 26 dealers at the end of 
August was $638,000,000, a decrease of 2%  per cent 
from the end of July, and of 12 per cent from a year ago.

C h a n g es  in  M e m b e r  B a n k  D e p o s its

Total demand, time, and Government deposits of all 
member banks shown by the June 30 condition reports 
were $28,780,551,000, an increase of about $1,410,000,000 
or 5 per cent over a year previous. This increase was 
only about half as large as that in the year ended June 
30, 1925. Deposits of banks in central reserve and re
serve cities showed practically the same average rate of 
increase as the banks in smaller localities.

As the accompanying diagrams show, time deposits of 
member banks continue to increase much more rapidly 
than demand deposits. During the past seven years time 
deposits more than doubled in country banks and trebled 
in city banks, while demand deposits increased 25 and 
35 per cent respectively. As a result of this rapid in
crease, the June 30, 1926 condition statement showed 
time deposits slightly larger than demand deposits in 
country banks for the first time and nearly half as large 
as demand deposits in city banks.

Billions Billions
of Dollars of Dollars

Demand and Time Deposits of City and Country Banks.
1919 to 1926.

S a v in g s  B a n k  D e p o s its
Deposits in representative savings banks in this dis

trict continue to increase by approximately the same 
amounts as for some years past. In the accompanying 
diagram the actual increases in savings deposits in New 
York City and elsewhere in this district are compared

PE R  CENT

Deposits of 15 Savings Banks in New York City and 15 Savings 
Banks Elsewhere in the Second District (Average Deposits in 

1918=100 per cent). Latest figures September 10, 1926.

with a line showing what the growth would have been 
if it represented simply the accumulation of interest 
compounded semi-annually at 4 per cent on the average 
amount o f deposits in 1918.

This comparison indicates that in the representative 
savings banks outside of New York City the increase has 
only equaled the increase which would have occurred if 
no deposits or withdrawals had been made in the last 
eight years.

Deposits in New York City savings banks on the 
other hand evidently have had substantial net additions 
to principal other than those provided by interest pay
ments. In both groups of banks, while the amount o f 
increase in deposits has been quite regular in most re
cent years, the per cent or rate o f increase has been 
slightly reduced. This may be partly accounted for 
by the rapid increase in the time deposits of commercial 
banks.

Security Markets
A  rise in stock prices early in September carried 

railroad price averages to the highest levels in 14 years 
and representative averages of industrial stocks close 
to the high levels of August. This rise was followed by 
a period of reduced volume of trading and price irregu
larity.

The principal activity in the bond market was in for
eign issues. Led by advances in French and German 
bonds, average prices of foreign bonds reached by the 
middle of the month the highest levels in recent years, 
but later reacted slightly. Corporation bonds continued 
the relative stability of August, showing only minor re
cessions, but United States Government issues were gen
erally lower and one issue, the second 4%  per cent 
Liberty Loan, reached the lowest level of the year.

Following the usual seasonal decline in August, the 
volume of new security offerings increased in September, 
and was about the same as the total for September 1925.
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P£R CENT.

The increase in domestic issues was due very largely to 
the issuance of $35,000,000 Illinois Central Railroad 
bonds and $28,475,000 State of New York bonds, which 
made the totals of railroad, and state and municipal 
financing the largest in several months. Public utility 
financing, which in previous months constituted the 
largest class of domestic offerings, was relatively small 
in September. New offerings of all kinds of securities 
in the first 9 months o f this year have amounted to 
nearly 5%  billions of dollars, or slightly more than the 
total of the corresponding period last year.

F o re ig n  F in a n c in g
Offerings of foreign securities in this country during 

September were somewhat larger than in August, and, 
as in the two previous months, European issues con
stituted the largest proportion o f the total. This indi
cates a change from the tendencies of the first half o f 
the year, when European issues were only slightly larger

666

734

Foreign Security Offerings in the United States by Geographic 
Distribution of Borrowers, Semi-Annual Totals since 1921.

(In millions of dollars)

than Canadian or Latin American issues, as is shown 
in the accompanying diagram.

Latin American financing in the first half o f this year 
was the heaviest in recent years, and constituted 33 per 
cent of the total offerings, the largest proportion since 
the second half of 1922. Canadian issues accounted 
for a larger share than in any period since the first half 
of 1923. Issues of European origin declined from 50 
per cent of the total offerings for the entire year of 1925 
to 35 per cent in the first half of 1926. The decrease in 
European issues may be attributed to the absence of any 
large Government loans and to the growing ability of 
the continental markets to absorb new security issues.

For the two year period ended June 1926, foreign 
loans issued in this country totaled 2%  billion dollars, 
of which approximately a half billion represented re
funding issues.

F o re ig n  T r a d e
Exports of merchandise in August showed a seasonal 

increase over July, and the total value at $386,000,000 
was slightly larger than that o f a year ago. Imports, 
however, failed to show the usual increase over July, and 
at $336,000,000 were slightly smaller than the figures for 
either the preceding month or August 1925. The result
ing favorable trade balance of $50,000,000 was the larg
est since last December.

The chief increase in exports as compared either with 
July or with a year ago was in grain shipments. Grain 
exports amounting to nearly $56,000,000 were $24,000,- 
000 higher than in August 1925, and were the largest 
for any month since the heavy grain export movement 
late in 1924. Coal shipments continued substantially 
larger than a year ago, but cotton exports, while con
siderably larger in quantity than in August 1925, were 
somewhat smaller in value.

The volume of crude rubber imported in August was 
30 per cent less than in July, and was the smallest for 
any month since February 1925. Raw silk imports were 
23 per cent larger in quantity than in July, and were 
15 per cent larger than in August 1925.

F o re ig n  E x ch a n g e
Despite the abnormal burden upon sterling exchange 

this year resulting from the coal strike, rates during 
September were maintained at higher levels than at this 
season last year. Whereas the average rate for Septem
ber 1925 was $4.8432, the average for the first 27 days 
this September has been $4.8502.

The lira was quoted at about 1 /3  of a cent above the 
previous month, accompanying the announcement in 
Italy o f measures towards stabilization, but the French 
franc declined to 2.73 cents and the Belgian franc to 
2.59 cents. Spanish pesetas at 15.12 cents were over 1%  
cents below the high point of 16.40 cents reached in 
June last. The Danish and Norwegian currencies showed 
little change during the month, but the Dutch guilder 
has gradually declined to 40.02 cents. Following the 
removal of Reichsbank control over the dollar exchange 
toward the close o f August, the mark rose to 23.84 cents 
for a few days, since which time it has remained at par.
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The Far Eastern currencies have been particularly ac
tive, the yen having advanced to 48.72 cents, the highest 
point since November 1923. This advance reflects in 
part a gradual improvement in Japanese economic con
ditions, gold shipments made by the Government, and 
buying by Chinese interests. Accompanying the decline 
in the price o f silver, the Chinese currencies have shown 
marked weakness, Shanghai rates falling to 64.06 and 
Hong Kong to 50.13 cents, as compared with averages 
of 68.67 cents and 53.22 cents respectively in August, 
and yearly averages of 75.69 cents and 56.49 cents for 
1925.

Canadian rates continued well above par, Brazilian 
weakened slightly, and Argentine advanced to 40.74 
cents, the highest since last July.

F o re ig n  M o v e m e n ts  o f  U n ite d  S ta tes  C u rre n cy
Reports from  large New York City banks which are 

the principal shippers of currency between this and 
other countries indicate considerably smaller net receipts 
of United States currency from foreign countries in the 
first eight months of this year than in the corresponding 
period of 1925. It seems probable that current net re
ceipts represent little more than the return of money 
taken abroad by travellers or mailed to friends or rela
tives abroad by foreign-born residents of the United 
States. During July and August of this year receipts 
of currency reached the largest proportions since July 
a year ago, apparently reflecting the return of currency 
expended abroad during the tourist season.

The following table shows shipments to and receipts 
from foreign countries during the first eight months of 
the last three years.

(In thousands of dollars)

Shipments Receipts
Net

Receipts
1924—first eight months................................... 17,006 i 

3,4141 
11,355

36,743
48,062
27,064

19,737
44,648
15,709

1925—first eight months...................................
1926—first eight months..................................

G o ld  M o v e m e n t
The withdrawal by the Reichsbank of $20,000,000 of 

earmarked gold from the Federal Reserve Bank of New 
York accounted for the greater part o f $21,400,000 of 
gold exports from the Port of New York during the first
29 days o f September. Imports, which consisted of 
small amounts from  various countries in Latin America 
and South America, amounted to about $700,000. In 
addition, $1,000,000 was shipped to Canada and $1,500,-
000 was received from  Mexico.

Exports from the United States during August totaled 
$29,700,000, of which $20,000,000 went to Germany, 
$8,000,000 to Canada, and $1,000,000 to the Orient. 
Imports were slightly less than $12,000,000 and included 
$9,700,000 from Australia and about half a million each 
from Canada and Mexico. The net exports of $17,700,-
000 reduced the import balance for the year to Septem
ber 1 to $78,400,000.

The countries of destination or origin o f the principal 
gold movements thus far this year and the net gain or 
joss to this country are shown in the following table.

Gold Movement to September 1, 1926

Country Exports Imports Net
Germany......................... $22,170,880

35,141,255
4,217,981

469,785
60,000

4,047,139

’ io,'440,673

$ 650 
80,101,916 
15,913,227

’ *4,000,666
480,000

29,213,272
25,209,432

—$22,170,230
+44,960,661
+11,695,246
— 469,785 
-J- 3,940,000
—  3,567,139 
+29,213,272 
+14,768,759

Canada............................
Mexico...........................
British India...................
Japan...............................
China & Hong Kong. . . .  
Australia..........................
All other..........................

Total........................ $76,547,713 $154,918,497 +$78,370,784

P r o d u c t io n
Production in a majority of lines increased from  July 

to August and continued higher than a year ago, but a 
considerable part of the increase represented simply the 
usual seasonal advance. Automobile production in
creased substantially and was the largest since April, 
and more than seasonal gains occurred also in textile 
mill activity and the production of steel ingots. The 
output of pig iron, coal, copper, cement, lumber, and 
newsprint failed to show the usual seasonal increases.

This bank’s indexes o f production, in which allowance 
is made for the usual seasonal changes and year-to-year 
growth, are shown below.

(Computed trend of past years =100 per cent)

1925 1926

Aug. June July Aug.
Producers' Goods

Pig iron...................................................... 93 114 113 108
Steel ingots................................................ 98 108 104 112
Bituminous coal........................................ 96 100 101 99
Copper, U. S. mines................................. 100 102 109r 105
Tin deliveries............................................ 110 107 109 96
Zinc............................................................ 107 99 100 111

127 111 113
Gas and fuel oil......................................... 108 95 99
Cotton consumption................................. 84 92 86 92
Woolen mill activity*............................... 91 83 77 83p

130Cement...................................................... 131 135 139
Lumber...................................................... 103 107 109 96 p 

73Leather, sole.............................................. 79 67 70
Silk consumption*.................................... 130 105 109 126

Consumers' Goods
Cattle slaughtered.................................... 105 114 121 104
Calves slaughtered................................... 114 101 96 93
Sheep slaughtered..................................... 93 109 100 99
Hogs slaughtered...................................... 99 91 99 112
Sugar meltings, U. S ports..................... 99 97 96 99
Wheat flour............................................... 93 109 114r 103

100 106 106 105
Cigarettes.................................................. 74 82 70 73
Tobacco, manufactured........................... 101 116 107 105
Gasoline..................................................... 137 136 139
Tires.......................................................... 125 124 124

108 125 129 124
Paper, total............................................... 81 93 86 87
Boots and shoes........................................ 101 96 105 103p

99Anthracite coal......................................... 104 106 103
Automobile, all......................................... 93r 123r 126r 145
Automobile, passenger............................. 93r 131r 134r 156
Automobile, truck.................................... 90 94 97 99

*=Seasonal variation not allowed for p=Preliminary Revised

C ro p s
As a result of further improvement during August, 

the composite condition o f all crops on September 1 was 
only 2 per cent below the ten-year average for that date, 
as compared with 4 per cent below on August 1, and 6 
per cent below on July 1. The corn crop was aided in 
some sections by August rains, so that prospects on 
September 1 were for a yield only about 7 per cent 
smaller than in 1925. The condition of pastures and 
hay lands improved during August, but the indicated
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production of hay was smaller than for any year since 
1918. This year’s apple and peach crops are expected to 
be the largest in recent years, and other fruit crops 
are large.

The September 16 estimate o f the cotton crop indi
cated a probable yield of 15,810,000 bales, or only 2 
per cent smaller than the unusually heavy crop o f 1925. 
Following the publication of the report the price of 
New York spot cotton broke sharply to about 15 cents, 
the lowest level in five years. On the basis of the Sep
tember 16 indicated yield and present prices the value 
of the 1926 cotton crop appears to be about 30 per cent 
smaller than that of the 1925 crop.

B u ild in g

The volume of contracts awarded in August for build
ing and engineering projects in 37 states was $600,800,- 
000, or 18 per cent larger than the July total, and the 
largest amount ever reported with the exception of 
August 1925. The F. W . Dodge Corporation reports 
also indicated that contracts in the New York and 
Northern New Jersey district were substantially larger 
than in July, although 27 per cent smaller than in 
August 1925.

Contracts for public works and utilities were the 
largest in recent years, and the total for industrial 
projects was unusually large, while contracts for resi
dential and commercial building were substantially 
smaller than a year previous.

Building permits reported from 454 cities to S. W . 
Straus & Co. were 9 per cent below the high level of a 
year ago. Especially large declines were reported from 
Florida and a number o f other states where building 
has recently been reported in exceptionally large volume.

The accompanying diagram compares permits issued 
in 158 cities, adjusted for changes in the cost of building, 
with the general trend of building during the past thirty 
years. This indicates that, even after the moderate 
declines from last year’s level which have been reported 
in recent months and with due allowance for the increase 
in the purchasing power of wage earners and others 
since the War, the volume of building projects this 
year still continues very large.

In d e x e s  o f  B u sin ess  A c t iv i t y
Following an increase in July, general business ac

tivity appears to have declined slightly in August, after 
allowance for seasonal changes. The indexes of bank 
debits for this district outside of New York City and for 
140 cities throughout the country declined from the high 
levels of July, but for New York City alone, the index 
advanced to the highest level since March.

In retail trade, department store and mail order sales 
reached unusually high levels, while sales at chain stores 
showed slightly less than the usual year-to-year growth. 
Car loadings o f revenue freight continued at high levels, 
though the increase over July was slightly less than 
usual. Foreign trade, especially imports, failed to show 
the usual seasonal increase from July.

In the following table this bank's indexes of business 
activity are given in percentages of the computed trend, 
with allowance for  seasonal variations, and, where neces
sary, for price changes.

(Computed trend of past years— 100 per cent)

1925 1926

Aug. June July Aug.
P rim ary Distribution

Car loadings, merchandise and misc....... 103 104 103 101
Car loadings, other................................... 104 110 110 105

102 91 109 107p
114 120 122 113p

Grain exports............................................ 83 82 101 132
Panama Canal traffic............................... 94 91 89

Distribution to Consumer
Department store sales, 2nd Dist........... 103 95 100 108
Chain store sales....................................... 98 93 96 94
Mail order sales........................................ 120 126 132 135
Life insurance paid for............................. 120 115 119 115
Real estate transfers................................ 101 110 104 106
Magazine advertising............................... 94 104 99 101
Newspaper advertising............................. 104r 106r 104r 109

General Business Activity
Bank debits, outside of N. Y. City........ 109 111 116r 112
Bank debits, New York City.................. 122 118 123 132
Bank debits, 2nd Dist. excl. N. Y. C... 107 106 110 102
Velocity of bank deposits, outside of New

York City.............................................. 100 101 108r 103
Velocity of bank deposits, New York City 
Shares sold on N. Y. Stock Exchange*..

116 115 123 132
160r 181r 173r 209

Postal receipts........................................... 99 99 101 98
Electric power........................................... 107 112 112 . . . 1
Employment in the United States**----- 103 103 103 104
Business failures....................................... 101 116 100 105
Building permits....................................... 161 148 128 137
New corporations formed in N. Y. State 135 138 126 108
General price level.................................... 186 186 185 185

Building Permits issued in 158 Cities, 1919-1926, Reduced to 1913
Dollars by Adjustment for changes in Building Costs, and

compared with the Trend of Building from 1895 to 1925.

*=Seasonal variations not al^wed for p=Preliminary r=Revised **=Supe r- 
sedes New York State Employment

E m p lo y m e n t
The beginning of the fall increase in industrial ac

tivity was reflected in an increase of about 1 per cent 
in factory employment from  July to August. Increased 
working time also was indicated by larger per capita 
earnings and payroll totals.

Nearly all branches o f the textile industries in New 
York State reported increased working forces in August. 
The largest gains were in silk goods and knit goods, but 
employment in carpet and rug and woolen and worsted 
mills also showed moderate increases. The women’s 
clothing industry showed only a part o f the usual sea
sonal increase, due to the continuance of the strike in 
the cloak and suit trade.
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Employment in iron and steel mills increased slightly, 
but at least small reductions occurred in the machinery, 
railroad equipment, automobile, and other metal work
ing industries. The building materials industries, other 
than cement, also showed some curtailment in August.

As the result of the seasonal increase in industrial 
activity, together with farm requirements for fruit 
picking and other fall work, the number of workers 
called for at State employment offices, relative to regis
trations for employment, reached the highest level of 
the year.

D e p a r tm e n t  S to re  B u sin ess
Department store sales in this district during August 

were 10 per cent larger than in August last year, due 
partly to an additional selling day in New York and 
vicinity and an additional half day in up-state cities. 
This bank’s index of sales, in which allowance is made 
for the number o f selling days, as well as seasonal varia
tions, price changes, and year-to-year growth, increased 
to 108 per cent of the estimated normal, compared with 
100 per cent in July and 103 per cent a year ago. In 
New York, Buffalo, and the Albany District, the in
creases in sales were the largest reported since last 
October. Apparel store sales increased 13 per cent and 
mail order sales 11 per cent compared with August 1925.

The increase in stocks on hand at the end of the month 
was small compared with the 10 per cent increase in 
sales, so that the rate of turnover for the month was 
much higher than a year ago, and the cumulative rate 
of turnover since the first of the year was higher than 
in 1925 for the first time this year.

Following increased sales in recent months, collections 
on both charge and instalment accounts were over 9 per 
cent larger than last year. Charge accounts outstanding 
at the end of the month showed about the same increase 
as at the end of July, and outstanding instalment ac
counts were larger than last year in all reporting cities 
except New York.

Percentage Change 
August 1926 from August 1925

Locality
Net

Sales

Stock on 
hand end 
of month

Collec
tions*

Acc’ts
Receiv
able*

New York....................................................... +11.2  
+  6.2 
+  8.9 
— 1.1 
+11.2 
+  8.6 
+  4.3
— 3.8 
+  4.1
— 1.8 
+  5.6 
+  7.1 
+19.8

+  1.8 
— 0.7 
+  3.0 
—12.2 
+10.7 
+  6.9 
+  3.8

+  8.0 
+  6.2 
+25.9

+io'.9

' + 5 . i

+15.5 
+  1.7 
+23.7

+i8*.7

+  7.6

Buffalo........ ....................................................
Rochester........................................................
Syracuse..........................................................
Newark............................................................
Bridgeport.......................................................
Elsewhere........................................................

Northern New York State.........................
Central New York State....................
Southern New York State.........................
Hudson River Valley District...................
Capital District................. .........................
Westchester District..................................

All department stores.................................... +  9.8 +  2.4 +  9.4 +14.8

A.poarel stores................................................. +13.4
+10.7

+  5.3
Mail order houses......................... ................

*—Exclusive of instalment accounts

The following table shows a comparison o f August 
sales and stocks in various departments with those o f a 
year ago.

Net Sales 
Percentage Change 

August 1926 
from 

August 1925

Stock on Hand 
Percentage Change 

August 31, 1926 
from 

August 31, 1925

+28.2 +  1.3
+23.4 —20.3

Books and stationery.............................. +23.4 +  3.0
Men's and boys’ wear............................ +23.0 +  3.8

+22.7 — 3.5
+20.8 — 3.7
+20.6 +11.9

Women’s and Misses’ ready-to-wear. .. +15.8 — 10.9
Men’s furnishings................................... +13.3 — 0.5
Luggage and other leather goods.......... +12.6 +10.0
Toilet articles and drugs........................ +12.5 +  6.8
Women’s ready-to-wear accessories.. . . +12.3 — 9.6
Home furnishings.................................... +  9.7 +  5.4
Silks and velvets..................................... +  8.3 — 4.5
Toys and sporting goods........................ +  7.4 +  0.8
Silverware and jewelry........................... +  6.0 +  4.3
Woolen goods.......................................... — 16.6 —32.8
Musical instruments and radio.............. —18.5 —14.4

— 2.6 — 12.1

W h o le sa le  T r a d e

August sales of leading wholesale dealers in this dis
trict were 8 per cent smaller than in August 1925, due 
largely to continued heavy decreases reported in sales of 
women’s clothing. The year-to-year decreases were very 
small in all other lines except jewelry, and in all cases 
were smaller than in July. Sales o f cotton jobbers, al
though still below the level of last year, were in the 
largest volume for any month since last October.

Increases over last year were reported in seven out of 
fifteen reporting lines, and in the cases of silk goods, 
diamonds, stationery, and shoes, the August sales were 
the largest for that month in the last five years. The 
increases in sales of drugs and machine tools were the 
largest for any month since last spring.

Stocks of silk goods at the end of August showed the 
smallest year-to-year increase in more than a year, while 
in cotton goods stocks the first increase in over a year 
and a half was reported. Hardware stocks were smaller 
than a year ago for the first time this year.

Following decreases in sales in most recent months, 
collections averaged 5 per cent smaller than in August 
1925, the largest decrease reported this year.

Commodity

Percentage 
Change 

August 1926 
from 

July 1926

Percentage Change 
August 1926 from August 1925

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

Collec-
tions

Acct’s
Receiv

able

— 7.4 
+  96.3 
+120.3

+137.1 
+  16.2

+  13.2 
+  13.9 
+  26.4 
+  4.3
— 3.3
— 18.2 
— 3.1 
+  4.7 
+  31.1 
+  33.7

+  3.9 — 0.5
— 2.2 
—28.2

—66.5
—  1.5

— 0.5 
+  3.1 
+  6.5 
+12.9
— 0.2 
+  8.9 
+  6.5 
+  3.7 
+  5.8 
— 11.6

+  3.7 — 2.6 
+  0.2 
— 7.8

—43.6
—11.0

+  2.4 
+  5.2
— 2.7

— 52.9
— 11.2

+i0 .2
— 0.5 
+13.2  
+  2.8

Men’s clothing.............
Women’s dresses..........
Women’s coats and

suits..........................
Cotton goods-Jobbers. 
Cotton goods-Commis- 

sion..........................

+  6! 6 +  0.9

— 5.7* 
+  1.8 
+  7.9
— 1.2

+  3.2* 
—26.2
— 4.2
— 0.2

+  3.6 
+  5.7 
+  2.8 
+  2.2

Shoes............... .............
Drugs...........................
Hardware.....................
Machine tools..............
Stationery....................
Paper.................... .. — 9.0 

} +9.9
— 10.3

}+11 .2| +0.3 | +8.7

Weighted Average . . +  43.3 — 8.2 — 5.4 — 3.3

*—Quantity not value.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York November 1, 1926

B u sin ess C o n d it io n s  in  th e  U n ite d  S ta tes

I NDUSTRIAL and trade activity increased in Sep
tember and is at present in considerably larger 
volume than in mid-summer. The price of cotton 

has declined sharply within recent weeks, while prices 
of most groups of commodities have advanced. Volume 
of bank credit has increased seasonally, and money 
rates have remained firm.

P rodu ction

Production in basic industries and factory employ
ment and pay rolls, according to the Federal Reserve 
B oard ’s indexes, after changing but little for about 
four months, advanced in September to the highest 
points since last spring. The increase has been particu
larly large in textile mill activity. Consumption of 
cotton has increased considerably, woolen mill activity 
is the largest since January, and employment has 
increased in nearly all branches of the textile industry. 
Iron and steel production was maintained from early 
in August until the latter part of October at a level 
higher than for the corresponding period of previous 
years. Automobile output was reduced in September 
but continued larger than a year ago. Mining of coal 
has steadily increased since mid-summer, and the weekly

PERCENT.

Index of 22 Basic Commodities, adjusted for Seasonal Variations
(1919=100). Latest figure, Sept.

run of crude petroleum from wells in October reached 
the highest level since June of last year. Building 
contracts awarded during August and September were 
only slightly smaller in value than the awards for the 
corresponding period of last year and in the first half 
of October far exceeded those of a year ago. A  sub
stantial decline in contracts for residential structures 
has been largely offset by increases in awards for indus
trial and engineering projects. The Department of 
Agriculture’s October 18 estimate placed cotton produc
tion at 17,454,000 bales, an increase of about three-quar
ters of a million over the estimate made on the first of 
the month and of 1,350,000 bales more than last year’s 
crop.

T rade

Wholesale and retail trade increased in September 
and was slightly larger than last year. Inventories of 
department stores increased slightly more than is usual 
in September, and at the end of the month were in about 
the same volume as a year ago. Railroad freight car 
loadings reached new high weekly records in September, 
and shipments were maintained during the early weeks 
of October in much larger volume than in previous 
years. A  great part o f the increase as compared with

PERCENT
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Monthly Averages of Weekly Figures for Member Banks in 101 
Leading Cities. Latest Figures are Averages for 

Three Weekly Report Dates in Oct.

last year is due to shipments of coal and ore, but load
ings of manufactured commodities have also been larger.

P rices

The general level o f wholesale prices advanced slightly 
in September and October, notwithstanding the drop in 
the price of cotton to the lowest level since 1921. The 
Bureau of Labor Statistics index o f wholesale prices 
was about one per cent higher in September than in 
August, reflecting advances both in agricultural and in 
non-agrieultural commodities. In  recent weeks prices 
of corn, nonferrous metals, and paper have declined, 
while prices o f livestock, meats, poultry and dairy 
products, and bituminous coal have increased.

B a n k  Credit

Between September 22 and October 20 the seasonal 
increase in the demand for credit for agricultural and 
commercial purposes was reflected in a continued growth 
in the commercial loans o f member banks in leading 
cities. Loans on securities and holdings of investments 
declined, but the banks’ total loans and investments were 
about $60,000,000 larger on October 20 than four weeks 
earlier.

A t the Reserve Banks, the volume of member bank 
borrowing, after considerable fluctuations in response 
to temporary conditions, was in October at about the 
same average level as in September. There was little 
change in the banks’ holdings of United States securi
ties, while acceptance holdings continued to increase, as 
is usual at this season.

M o n e y  M a r k e t

During the first half of October money rates remained 
steady at the levels reached in the latter part of Sep
tember, but an easier tendency prevailed after the middle 
of the month. Rates at the end of the month were as 
follow s:

Reserve Bank Credit: Monthly averages of daily figures for 12 
Federal Reserve Banks. Latest figures are 

averages of first 22 days in Oct*

Money Rates at New York

Oct. 28 
1925

Sept. 28 
1936

Oot. 28 
1926

* 4 ^ -5 *5-5 K
Time Money-90 day.............................. 5 m
Prime Commercial Paper...................... 4 H -4  X
Bills-90 day unendorsed........................ 3H 3% 3%
Treasury Certificates and Notes

Maturing Dec. 15............... 3.39 3.55 3.55
Maturing March 15............ 3.56 3.57 3 56

Federal Reserve Bank of New York—
Rediscount Rate................................ 3H 4 4

Federal Reserve Bank of New York—
Buying Rate for 90 day Bills.......... 3 H 3 H 3 %

*= Prevailing rate for preceding week.

The causes o f somewhat easier money conditions in the 
second half of October are to be found in a flow of funds 
to New York from other districts, not unusual at this 
time of year, and a considerable excess of Treasury dis
bursements, including October 15 interest payments, 
over withdrawals from depositaries and other collections 
in the second district. There has, moreover, been some 
decrease in credit demands due largely to a liquidation 
in brokers’ loans amounting to nearly $200,000,000. 
This decrease has been offset in part by an increase in 
commercial loans of about 140 millions, mostly in the 
New York district. As a net result of these and other 
changes, total loans and investments of the reporting 
member banks throughout the country are about 90 mil
lions under the year’s high point of September 29. In 
the case of the New York City banks the decrease has 
been 140 millions, or more than for the country as a 
whole. Thus there has been a continued extension of 
credit in principal centers outside New York City. 
Throughout the country there is no indication of any 
change o f consequence in the basic factors of the credit 
situation.

B ill  M arket 
The supply o f bills offered to the market in October 

was increased substantially by the usual seasonal demand 
for funds to finance crop movements and fall imports. 
The investment demand for bills also improved during 
the month, though less rapidly than the supply, and
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61W0NS OF DOLLARS

Course of Brokers’ Loans Placed in New York City by Daily 
Reporting Banks from 1919 to 1925, and by Weekly Report

ing Banks in 1926, Compared with Total Loans on 
Stocks and Bonds of All Reporting Member 

Banks Throughout the Country.

despite some increase in Reserve Bank purchases, 
dealers’ portfolios rose to the highest levels since June. 
Dealers’ rates of 4 per cent on purchases o f 90-day 
bills and 3%  per cent on sales, have remained unchanged 
for the past two months.

C o m m e r c ia l  P a per  M a r k e t

Open market rates on prime commercial paper con
tinued firm in the first part of October, with the m ajor
ity of sales at 4%  per cent. Following the somewhat 
easier money conditions after the middle of the month 
there was a better demand from  interior institutions 
and to some extent from  New York City banks. As a 
result, dealers’ supplies of 4%  per cent paper were 
reduced, and offerings and sales of paper toward the 
end of the month were largely at 4y2 per cent. The 
amount o f new paper offered for  sale continued light. 
At the end of September, the amount outstanding 
through 26 commercial paper dealers showed a decrease 
o f 4 per cent from  the previous month to a total of 
$612,000,000. This amount is the smallest in at least
8 years, and 14 per cent smaller than at this time 
last year.

B ro k e rs ' L o a n s  in  P a s t  Y e a rs
During the war when it was necessary for the New 

York City banks to take concerted action to exercise 
some control over the money market in order to prevent 
serious shortages of funds, there was inaugurated a 
series o f daily reports by the New York City banks to 
the Federal Reserve B a r i, giving their loans to brokers 
both for  their own account and for the account of cor
respondents. These reports were made by the mutual 
consent of all the banks concerned on the understanding 
that the data would be held confidential.

These reports proved so useful that they have been 
continued up to the present time, with the cooperation 
of the large New York City banks. A t the time of the

BILLIONS QFDOLLARS .

Brokers’ Loans Placed by Daily Reporting New York City Banks 
for Own Account and for Correspondents, 1919 to 1925.

hearings before the Congressional Joint Commission of 
Agricultural Inquiry weekly figures from 1919 to the 
middle of 1921 wero made available to Congress and 
were published in the hearings, but otherwise they have 
remained confidential.

Following the inauguration by the Federal Reserve 
Board in January of this year of a series of weekly 
reports on loans to brokers and dealers, it has now 
become possible, with the consent of the banks concerned, 
to publish the brokers’ loan figures for previous years, 
and the figures are shown in the accompanying diagrams. 
Detailed weekly figures segregating loans for own ac
count and loans for account of correspondents are 
included in the November Federal Reserve Bulletin.

It should first be noted that these back figures for 
brokers’ loans are not directly comparable with the 
figures now currently reported each week. The new 
reports were extended to a somewhat larger group of 
banks, 61 (on January 6) as compared with 43 which 
had been making confidential daily reports. Moreover, 
the current reports are a little more comprehensive as 
to the loans which they include. The relationship be
tween the old confidential reports o f brokers’ loans and 
the more recent published reports may perhaps best be 
shown by comparing the figures in the two series for 
January 1926. They were as follows, in millions of 
dollars:

Confidential
Daily

Report

Weekly
Published
Figures

Difference

2,908 3,141 233
2,899 3,133 234
2,888 3,131 243
2,870 3,098 228

Thus we see that the reports now currently published 
are on such a basis that they tend to run at least 200 
million dollars higher than the older series.
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The first diagram compares the movement of brokers’ 
loans as confidentially reported for previous years 
with the movement of total loans on stocks and 
bonds, which have been published each week in the 
statement of condition for reporting member banks. 
It will be noted that the published figures for loans 
on stocks and bonds followed much the same general 
course as did brokers’ loans.

The second diagram compares the loans placed by 
New York City banks for their own account with the 
loans placed for account of their correspondents. For 
a considerable part of the period covered by the figures 
the two lines run fairly close together, but for the 
period as a whole the loans placed for correspondents 
have increased much more than have loans placed by 
New York City banks for their own account. This may 
be illustrated by comparing figures for the autumn of
1925 with the figures for the end of 1919. In the autumn 
of 1925 loans by New York City banks for their own 
account were only about 30 per cent higher than in 1919, 
whereas loans placed for out-of-town correspondents 
wTere more than twice as large as in 1919.

G o ld  M o v e m e n t

In consequence of continued withdrawals of ear
marked gold by the Reichsbank, gold movements in 
September showed an excess o f exports amounting to 
$7,000,000, which reduced the net import for the first 
nine months of the year to $71,000,000. Imports 
amounted to $16,000,000, of which $12,000,000 came 
from Australia and $2,000,000 from  Mexico. Exports, 
which totaled $23,000,000, included $20,000,000 to Ger
many and $1,000,000 to Canada. A t the end of Sep
tember, the recent exports to Germany had totaled 
approximately $40,000,000, and total imports from 
Australia were of similar amount.

Imports and exports of gold at the Port of New York 
during the first twenty-eight days of October were 
without special significance. Imports amounted to about 
$400,000 and exports were slightly over $1,900,000, of 
which $1,000,000 was shipped to Colombia.

D is c o u n t  R a te s  o f  F o r e ig n  B a n k s

During the month of October the following changes 
were made in rates of banks of issue abroad. In each 
instance the movement was downward.

Czecho-Slovakia from  6 to 5%  on October 27
Esthonia from  10 to 8 on October 1
Japan from  7.30 to 6.57 on October 4
Norway from  5 to 4%  on October 26

For the National Bank of Czecho-Slovakia this is the 
second reduction in the calendar year, the rate having 
been dropped from 6%  per cent to 6 per cent on Janu
ary 12, and to 5%  per cent on October 27. For Norway, 
it is the fourth change during the year; the rate was 
advanced from 5 per cent to 6 per cent in January, and 
thereafter reduced to 5%  per cent in April, to 5 per cent 
in September, and to 4 ^  per cent in October.

A fter a long period of careful preparation the stabil
ization plan of the Belgian Government became effective 
on October 25. The value of the franc was fixed by 
decree at a gold value, amounting to about 2.781 cents. 
For international purposes a new unit of account was 
created, the belga, equivalent to five paper francs, with 
a fixed value of 0.209211 grams of fine gold or about 
13.904 cents.

An international loan of $100,000,000 was offered by 
the Belgian Government in England, Holland, Sweden, 
Switzerland, and the United States, one-half of the total 
being offered in the United States. The proceeds of 
this loan are to be turned over by the government to 
the National Bank of Belgium to be applied in reducing 
the State’s indebtedness to the bank, which will be 
further diminished by the application to the same end of 
the profits arising from  the revaluation of the bank’s 
existing reserves, hitherto carried at their prewar value.

As a part o f the plans which have been completed 
for the stabilization of the Belgian currency, the Federal 
Reserve Bank of New York, in association with other 
Federal Reserve Banks, has indicated its readiness to 
cooperate with the Belgian bank of issue, the Banque 
Nationale de Belgique, by participating with other banks 
of issue in credit arrangements under which the Federal 
Reserve Bank of New York has agreed, if desired, to 
purchase up to a total amount of ten million dollars of 
prime commercial bills from the Banque Nationale de 
Belgique. In these arrangements the Federal Reserve 
System is acting in collaboration with the Central Banks 
of Austria, England, France, Germany, Holland, Hun
gary, Japan, and Sweden.

In recent months the budgetary position o f the B el
gian Government has been materially strengthened, 
through increased taxation, which is expected to cover 
all expenditures for the current year and provide sub
stantial sums for the sinking fund created to retire 
public debt. The Treasury’s position was improved 
during the summer by the forced consolidation o f the 
internal floating debt o f which the greater part was 
converted into preference shares of the new railroad 
company. The remainder will be gradually retired 
through the operation of the sinking fund. Provision 
has also been made for the retirement of the external 
floating debt.

T h e  F o re ig n  E x ch a n g e s

The principal event of the month was the stabiliza
tion of the Belgian franc and the introduction of 
a new unit of account in international transactions, 
the belga. Trading in the new unit commenced on 
October 25, the quotation being virtually at parity. 
During the first two months o f the year the Belgian 
franc was quoted at about 4%  cents, but it fell abruptly 
in March and by the middle of July was selling at just 
over two cents. From this level it rebounded to about 
2%  cents in the first week of August, near which figure

S t a b i l i z a t i o n  o f  t h e  B e l g i a n  C u r r e n c y
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it was thereafter continuously maintained until formal 
stabilization on October 25.
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Sterling was rather weak in October, falling to 
$4.84%, but at this point it was still over half a cent 
above the low of October 1925. Swiss francs and Dutch 
florins were heavy, the latter touching 39.95 cents, the 
lowest since A pril 1925. The German mark declined 
to 23.77 cents, the lowest quotation since the mark was 
stabilized. On the other hand, lire and French francs 
were strong. The former continued their advance to 
about 4%  cents, the highest point in two years, and up 
more than a cent from the quotations prevailing 
through the month of August. French francs rose above 
three cents, compared with a quotation below two cents 
in July. The Norwegian krone, after some weeks of 
relative stability, made another rapid advance, from
21.90 cents on October 1 to 25.12 cents on the 22nd, 
the highest quotation since the middle of 1919. The 
Danish rate, at 26.63 cents, was only slightly below 
parity.

The Canadian dollar continued at a slight premium, 
but weakness in Argentine rates toward the end of the 
month canceled an earlier advance and Brazilian rates 
also declined. The yen continued to appreciate and at
48.90 cents was at the highest point since 1923, and 
within less than one cent of parity. The rupee reacted 
to 36 cents.

Silver and the silver exchanges were weak. Last 
January silver was quoted at 68%  cents and was above 
65 cents in early July. On October 4 the price was 
58%  cents, the highest for the month, but from this 
point it dropped rapidly to 51%  cents on the 19th. 
There was some recovery toward the end of the month. 
The reasons for this abrupt decline especially during the 
past two months are not clear, but among the causes 
may be named continuance o f disturbed conditions in 
China, the reduction in recent months of India ’s favor
able trade balance, and uncertainty as to the future 
attitude toward silver on the part o f the Indian 
Government.

F o re ig n  T r a d e
September exports of merchandise, valued at $450,- 

000,000, showed an increase of $64,000,000 over August, 
in accordance with the usual seasonal tendency, and an 
increase of $30,000,000 over September last year. Im
ports, valued at $345,000,000, were $8,000,000 larger than 
in August, but slightly less than in September 1925.

Most of the gain in total exports, compared with Sep
tember 1925, was due to increased shipments o f grain 
and coal. Compared with August, half of the gain is 
accounted for by a large increase in the value of cotton 
exports, despite the decline in prices. The actual quan
tity o f cotton exported was double that of August and 
the largest in any September since 1913, but the value 
of September shipments at the low prices was 20 per 
cent smaller than last year. Receipts of rubber and 
coffee were considerably above a year ago, and receipts 
of silk almost equaled those of September 1925, the 
record month.

S e cu r ity  M a rk e ts
Stock prices declined in October following irregular 

movements in September. Industrial price averages 
declined about 10 points to the lowest levels since June 
and railroad averages 6 points to approximately the late 
July levels, but toward the end of the month, a partial 
recovery occurred.

Except for  a temporary decline around the first of 
October, when money rates were firmer, corporation 
bonds were little changed from  the levels o f the pre
vious two months. United States Government bonds, 
which were slightly easier in September, advanced ^4 
of a point on the average, and the foreign list continued 
active, with prices generally firm. A  majority of 
French and German issues advanced further during the 
month to the highest levels of the year.

The volume of new domestic securities offered dur
ing October was slightly smaller than in September, 
but was approximately as large as in October a year 
ago. The decline from the previous month was chiefly 
in industrial and railroad financing. Municipal and 
state issues continued large, and included an offering 
of $25,000,000 City of Philadelphia 4*4 per cent bonds. 
Public utility financing, which was small in September, 
became more active in October. The total of foreign 
securities offered in this market was somewhat larger 
than in the previous month; the principal offerings 
were $50,000,000 of Kingdom of Belgium 7 per cent 
bonds issued in connection with the stabilization pro
gram in that country, and the major part of $42,500,000 
Republic of Chile 6 per cent bonds.

In d e x e s  o f  B u sin ess  A c t iv i t y

This bank’s indexes o f bank debits outside New York 
City, which have been found to follow closely the move
ments of general business activity, showed an increase 
from August to September in the second district, but 
a slight decline for the country as a whole.

A  high rate of activity in both domestic and foreign 
trade in September is indicated by this bank’s indexes,
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which are shown below with comparable figures for 
recent months and a year ago.

(Computed trend of past years=100 pe” cent)

1925 1926

Sept. July Aug. Sept.

Primary Distribution
Car loadings, merchand se and misc....... 106 103 101 103
Car loadings, other................................... 96 110 105 107
Exports...................................................... 95 109 106 106p
Imports...................................................... 118 122 113 121p
Grain exports............................................ 89 101 132 112
Panama Canal traffic............................... 93 89 94

Distribution to Consumer
Department store sales, 2nd Dist........... 102 100 108 109
Chain store sales....................................... 94 96 94 95
Mail order sales......................................... 116 132 135 126
Life insurance paid for............................. 122 119 115 116
Real estate transfers................................. 112 104 106
Magazine advertising............................... 105 99 101 ioe
Newspaper advertising............................. 104 104 109 107

General Business Activity
Bank deb'ts, outside of N. Y. City........ 110 116 112 no
Bank debits, New York City.................. 122 123 132 123
Bank debits, 2nd Dist. excl. N. Y. C:ty. . 105 110 102 105
Velocity of bank deposits, outside of New

York City.............................................. 100 108 103 98
Velocity of bank deposits, New York City 117 123 132 127
Shares sold on N. Y. Stock Exchange*.. 179 173 209 173
Postal receipts.......................................... 103 101 98 100
Electric power........................................... 110 113r 115
Employment in the United States**. . . . 103 103 104 i05p
Business failures....................................... 97 100 105 94
Bubding permits....................................... 160 128 137 133
New corporations formed m N. Y. State 132 126 108 112

General price level................................... 186 185 185 186

*= Seasonal variations not allowed for. **=Supersedes New York State Employ
ment p=» Preliminary. r=*Revised.

B u ild in g

Following the unusually large total for August, the 
volume of contracts awarded for building and engineer
ing projects in 37 states east of the Rockies declined 6 
per cent in September, according to the F. W . Dodge 
Corporation, but was less than 1 per cent smaller than 
in September 1925. For the first nine months of this 
year the total was 8 per cent larger than for the corre
sponding period of 1925. In the New York and New 
Jersey district, construction contracts let during Sep
tember were also somewhat smaller than in August, but 
were 13 per cent larger than in September 1925.

Contracts awarded for residential buildings con
tinued substantially smaller than a year previous, and 
the total o f educational building was slightly smaller, but 
all other principal classes o f construction projects were 
larger than a year ago.

Permits issued for building in 463 cities reporting to
S. W . Straus & Company were 16 per cent smaller than 
in September 1925. This decrease in building activity 
was the largest this year and was fairly well distributed 
throughout the country, although reductions in building 
centers such as New York, Boston, and Los Angeles, 
and in Florida, were especially pronounced. The 
greater decline in permits than in contracts is probably 
due to the fact that contracts include public works and 
engineering projects which are not covered by permits, 
while residential and commercial building, which has 
been smaller than last year, constitutes a larger element 
in permit records.

A p a r tm e n t  R e n ts

A  continued gradual decline in rents of apartments 
in New York City is indicated by reports received from 
representative apartment house owners and managers, 
covering the fall renting season of this year. Rents of 
apartments which in 1920 rented for less than $15 
monthly per room declined 2 per cent during the past 
year, while rents of the higher priced apartments showed 
on the average decreases of 2 or 3 per cent.

In the case of the lower priced apartments, vacancies 
were reported to be more numerous than in any recent 
year, as full employment at high wages has created a 
larger demand for housing o f higher grade. For all 
classes o f apartments the practice o f granting conces
sions to prospective tenants was reported to be frequent, 
especially to fill newly completed properties.

Present rentals for low priced apartments are about 
86 per cent higher than in 1914, and only 3 per cent 
below the peak reached in 1924. Rents o f medium priced 
apartments, those renting in 1920 for  between $15 and 
$30 per room monthly, are about 56 per cent above the 
1914 level but are 11 per cent lower than in 1921, the 
year of highest rentals for  this class of apartment. The 
accompanying diagram compares the movement o f the 
two rent indexes tydth this bank’s index of the cost of 
construction.

PER. C EN T .

Rents of Apartments in New York City compared with Changes 
in the Cost of Building Construction. Apartment A is the 

Typical Apartment renting for less than $15 per room 
in 1920. Apartment B is the Typical Apartment 

renting for between $15 and $30 per room in 1920.

Demand for  mortgage loans has continued active, but 
in recent months the demand for funds for  new building 
enterprises has shown a tendency to diminish. The sup
ply of mortgage money to finance smaller buildings, such 
as private dwellings and medium priced apartment 
houses, continued large, but supplies of funds for large 
projects appear to be somewhat less readily available 
than a year ago. This condition was reflected in rates 
for mortgage money, which although unchanged from  
the levels of a year ago at 5 to 6 per cent, according to 
locality and type of property, showed a slightly firmer 
tendency in that there was less money available at 5 
per cent.
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A  substantial increase in factory employment from 
August to September was reported by both the New 
York State and Federal Labor Departments. In New 
York State the increase was nearly 2%  per cent, but the 
level of employment was practically unchanged from a 
year ago. The increase in payrolls was even larger, and 
per capita weekly earnings advanced in September to 
$29.31, the highest on record.

Except for  a seasonal increase in the women’s clothing 
industry, the largest increases in working forces were in 
textiles. Woolen and worsted, silk goods, and knit goods 
mills reported substantial increases, but employment in 
cotton goods mills, the only branch of textiles operating 
at a higher level than at this time of last year, increased 
only slightly over August. The iron and steel, machin
ery, automobile, and printing industries also reported 
increased employment in September, while decreases 
occurred in railway equipment, building materials and 
leather.

Accompanying increased industrial activity, labor 
turnover rates increased to the highest level since early 
in 1924, and the demand for workers relative to regis
trations for employment at offices of the State Employ
ment Service was correspondingly high.

E m p l o y m e n t  a n d  W a g e s

Ratio of Workers Called for by Employers to Each IOO Applicants 
for Work at New York State Employment Offices, and Ratio 

of Voluntary Resignations to Total Number of Employees 
of Representative Employers Reporting to the 

Metropolitan Life Insurance Company.

Production

The output of leading industries was higher in Sep
tember than in August in a majority of cases, even after 
allowance for the usual seasonal increase, and remained 
substantially higher than a year ago.

Activity in the textile industries, excepting silk, was 
considerably increased. Coal mining was expanded 
further, and in the early part of October bituminous 
output was higher than in the corresponding period of 
any recent year, reflecting the unusual export demand 
arising from the British strike, together with the high 
rate of industrial activity in this country. Iron and

steel production continued at a high level in September, 
but declined somewhat after the middle of October. 
Automobile production also remained high in September, 
but some curtailment has been reported subsequently.

This bank’s indexes of production, in which allowance 
is made for seasonal variations and year-to-year growth, 
are shown below.

(Computed trend of past years=100 per cent)

1925 1926

Sept. July Aug. Sept.
Producers' Goods

96 113 108 109
Steel ingots................................ «............. 105 104 112 116
Bituminous coal........................................ 100 101 99 104
Copper, U. S. mines.................................. 103 109 105 108
Tin deliveries............................................. 105 109 96 93

110 100 1 1 1 116
124 113 117

Gas and fuel O'l......................................... 100 99 93
Cotton consumption................................. 92 86 92 io7
Woolen mill activity*............................... 96 77 83 93p

132131 139 130
106 109 96

Leather, sole.............................................. 71 70 73 74
Silk consumption * ................................... 122 109 126 120

Consumers' Goods 
Cattle slaughtered....................................

m
102 121 104 113

Calves slaughtered................................... 107 96 93 97
Sheep slaughtered..................................... 94 100 99 106
Hogs slaughtered...................................... 113 99 112 1 1 1
Sugar meltings, U. S. ports..................... 141 i 

100 \ 
105

96 99
Wheat flour......................................... .. 114 103 ioo

106 105 110
80 • 70 73 77

Tobacco, manufactured........................... 108 107 105 112
130 5 139 141
134” 124 126
114 129 124 i29

Paper, total............................................... 85 86 87 91
Boots and shoes........................................ 105^ 105 103 109 p 

106Anthracite coal......................................... 5** 103 99
Automobile, all......................................... 127 126 145 144
Automobile, passenger............................. 118 134 157 151
Automobile, truck..................................... 163 97 99 115

*=Seasonal variation not allowed for. p=* Preliminary. **=Strike.

W h o le sa le  T r a d e

September wholesale trade in this district averaged
4 per cent lower than a year ago, a considerably smaller 
decrease than in the previous two months, due largely 
to the fact that sales of women’s clothing, although still 
below last year’s level, showed substantial improvement 
compared with recent months. Actual increases over 
last year were reported in only five lines, but in shoes 
and silk goods the gains were the largest so far this 
year, and diamond sales were the largest for the month 
of September in the past 6 years. Paper and drug 
sales continued larger than a year ago.

Sales of cotton goods continued smaller in value than 
a year ago, but when allowance is made for the reduc
tion of nearly 20 per cent in prices, which is indicated by 
the Textile W orld index of cotton goods prices, the 
actual quantity o f goods sold in recent months appears 
to have been considerably larger. Stationery sales fell 
below the previous year’s level for the first time,since 
the spring of 1925, and wholesale grocers and machine
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tool dealers reported the largest decreases in more than 
a year. Decreases also occurred in sales of m en’s cloth
ing, hardware, and jewelry.

A t the end of the month jewelry and diamond stocks 
showed a large increase over a year ago, and hardware 
stocks, which were below last year’s level in August, 
were somewhat larger at the end of September. Stocks 
o f silk goods were slightly below the high level of a year 
previous, the first decrease in more than a year, and 
decreases were also reported in shoes, groceries, and 
cotton goods.

Collections continued smaller than a year ago, but in 
a majority of reporting lines they compared more 
favorably with a year ago than in August. Outstanding 
accounts at the end of the month were slightly larger 
than last year.

Commodity

Percentage 
Change 

September 1926 
from 

August 1926
Percentage Change 

September 1926 from September 1925

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

Collec
tions

Acct’s
Receiv

able
Groceries......................
Men’s clothing.............
Women’s dresses.........
Women’s coats and

suits..........................
Cotton goods—Jobbers 
Cotton goods — Com

mission .....................

+12.3
— 9.2 
+10.3

+125.9
+15.5

+19.0
+10.4
+13.4
+39.3
+15.7
— 4.2 
+  8.2 
+  7.7 
+12.1 
+29.8

+  9.7 

— 6.0

— 5.9
— 4.4 
—17.3

— 11.5
— 3.6

— 7.7 
+  7.7 
+13.6 
+  1.0
— 2.9 
— 18.1
— 1.4 
+  2.8 
+12.9
— 5.7

— 1.6

— 0.9

— 1.9 
+  9.7
— 2.1

—21.0 
— 8.1

— 0.9 
+15.1
— 6.4

—19.1
— 8.0

Silk goods.....................
Shoes............................
Drugs...........................

— 3.2* 
— 15.1

— i.3*  
—29.4

+  4.6
— 4.5 
+  5.3
— 5.5

+ ’4:3 

} +  2.8

+16.7  
+  3.5 
+  4.6 
+  6.6

+  4.7 

} +  1.9

Hardware.....................
Machine tools..............
Stationery....................
Paper............................

+  1.7 +  4.1

Diamonds.....................
Jewelry......................... } +  9.3 } +21.4

Weighted Average. . +  21.6 — 4.4 — 1.6 +  1.6

♦“ Quantity not value.

D e p a r tm e n t  S to re  B u sin ess
September sales of department stores in this district 

were 6 per cent larger than a year ago. Increases oc
curred in most localities, and in Newark the year-to-year 
gain was the largest in several months. Apparel store 
sales increased 12 per cent and mail order sales 7 per 
cent compared with September 1925.

Locality

Percentage Change 
September 1926 from September 1925

Net
Sales

Stock on 
hand end 
of month

Collec
tions*

Acct’
Rece'v-
able*

New York....... ................................. +  6.4 
+  0.4 
+  4.9
— 6.7 
+14.2 
+14.8 
+  4.9
— 1.8 
+  2.6 
+  7.4 
— 1.6 
+  0.5 
+25.6

— 0.3
— 0.2 
— 0.3 
—10.4 
+  6.9 
+  3.6 
+  4.4

+  3.0 
+  1.7 
+20.9

+ '8 :8

+14.1 
— 2.4 
+18.7

Buffalo...........................................................
Rochester.......................................................
Syracuse.........................................................
Newark.......................................................... +18.4 

+  '2:9
Bridgeport.....................................................
Elsewhere...................................................... +  8.9

Northern New York State.......................
Central New York State ......................
Southern New York State.......................
Hudson River Valley District.................
Capital District.........................................
Westchester District................................

All department stores................................... +  6.4 +  0.6 +  5.8 +12.2

Apparel stores ............................................ +11.9  
+  7.0

+16.8
Ma i order houses .......................................

♦^Exclusive of instalment accounts.

Collections on regular charge accounts were about 6 
per cent larger, and on instalment accounts 10 per cent 
larger than a year ago. Outstanding instalment ac
counts, however, were only slightly larger than a year 
ago, whereas outstanding charge accounts were 12 per 
cent larger.

A  comparison of sales by individual departments 
indicates a large increase compared with last year in 
sales o f musical instruments and radio, following de
creases in most previous months this year. Substantial 
increases continued in the furniture, books and station
ery, and m en’s and women’s ready-to-wear departments. 
Sales of departments carrying less essential articles 
were relatively slow, and sales of silk and woolen goods
were considerably below a year ago.

Net Sales 
Percentage Change 

September 1926 
from 

September 1925

Stock on Hand 
Percentage Chansre 
September 30, 1926 

from
September 30, 1925

Musical instruments and radio.............. +32 1 — 10.7
+19.4 +  9.4

Books and stationery............................. +14.8 +  3.8
Women’s and Misses’ ready-to-wear. . . +10.5 — 11.6
Men's and boys’ wear............................. +  9.9 — 2.0

+  9.1 +  0.5
Linens and handkerchiefs...................... +  7.6 — 1.3

+  5.7 — 3.1
Women’s ready-to-wear accessories. . .. +  4.3 — 4.5
Toys and sporting goods........................ +  4.1 —18.9
Men’s furnishings................................... +  3.7 — 2.0

+  3.3 — 5.7
Toilet articles and drugs........................ +  1.1 +12.1
Home furnishings.................................... +  0.8 +  1.2
Silverware and jewelry...........................
Luggage and other leather goods..........

+  0.1 +  6.0
— 1.3 +  5.0

Silks and velvets.....................................
—20.5 —29 8
—22 1 — 0.4

Miscellaneous......................................... — 3.7 — 15.2

Stocks o f goods on hand at the end of the month 
were less than one per cent larger than a year ago. As 
the accompanying diagram shows, the increases in 
stocks o f merchandise over last year have been dimin
ishing in recent months, while sales have been high, so 
that the rate o f stock turnover has been steadily 
increasing.

Per cent.

Per Cent Increase in Sales and Stocks of Merchandise on Hand 
in Representative Department Stores of the Second 

District, First Nine Months of 1926 Compared 
with Corresponding Months in 1925.
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Business Conditions in the United States
I NDUSTRIAL activity continued in large volume in 

October, while the general level of prices declined 
slightly. Notwithstanding the seasonal increase in 

borrowing for commercial purposes, the volume of bank 
credit outstanding declined in recent weeks reflecting 
the continued liquidation of loans on securities.

P rodu ction
Production in basic industries, as measured by the 

Federal Reserve B oard ’s index, which makes allowance 
for the usual seasonal variations, showed little change 
in October as compared with September. Textile mill 
activity and the daily average output o f iron and steel 
were maintained during October but in November there 
was a decrease in steel production. The output of 
bituminous coal was stimulated by export and bunker 
demand and attained new high records in October and 
November, and petroleum production was also large. 
There was a sharp decline in automobile production and 
the output of cars was smaller in October than in any 
month since January. The volume of building activity, 
as indicated by the value of contracts awarded, has 
declined for the past three months, as is usual at this 
season of the year, and has been throughout the period 
at a slightly lower level than during the exceptionally 
active autumn season of 1925. Residential contracts

PERCENT

Index of 22 Basic Commodities, Adjusted for Seasonal Variations
(1919 =  100). Latest Figure, October,

during the same period have been smaller than a year 
ago, while those for engineering projects and public 
works have been larger.

T rade
Distribution of commodities at wholesale declined in 

October, contrary to the usual trend for that month, 
and was in smaller volume than in October of any year 
since 1922. Sales of department stores showed the usual 
seasonal growth in October, but owing partly to less 
favorable weather conditions and to a smaller number 
of trading days, were at a somewhat lower level than in 
the same month of last year. Sales of mail order houses 
were also smaller than a year ago. Stocks of merchan
dise carried by wholesale firms were slightly smaller 
than a year ago, while department store stocks increased 
more than is usual in September and October and at the 
end of October were larger than in 1925. Freight car 
loadings were in record volume in October and Novem
ber, because of unusually large shipments of coal 
and ore and a continued heavy movement of other 
commodities.

P rices
Wholesale prices of nearly all groups of commodities 

declined in October and November. Prices of bituminous. 
coal, however, advanced sharply as the result of foreign 
demand caused by the British coal strike, but recently 
there has been some decline in coal prices. The price of

TERCENT

Index of United States Bureau of Labor Statistics. (1913 =  100;
Base Adopted by Bureau). Latest Figure* October,
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BILLIONS of DOLLARS

Monthly Averages o f Weekly Figures for Member Banks in 101 
Leading Cities. Latest Figures are Averages for Three 

W eekly Report Dates in November.

raw cotton, after falling rapidly in September and early 
October, has been steady in recent weeks. Prices of 
non-agricultural commodities, as classified in the Bureau 
of Labor Statistics price indexes, declined slightly be
tween September and October, while those of agricul
tural products declined about 2 per cent to the lowest 
level since the summer o f 1924.

B a n k  C redit
Seasonal growth in loans for commercial and agricul

tural purposes at member banks in leading cities has 
been accompanied by continued liquidation of loans on 
securities, with the consequence that the total volume of 
loans and investments of these banks in the middle of 
November was considerably smaller than a month earlier.

A t the Reserve Banks the decline in the volume of 
member bank credit has been reflected in a reduction of 
the total bills and securities to a level $37,000,000 below 
the corresponding date in 1925. Discounts for member 
banks were in about the same volume as a year ago, 
while holdings of acceptances and of United States 
securities were smaller.

Money Market
Following the tendency of the latter part of October, 

money rates eased slightly further in November. The 
decline, which at first affected call loan rates chiefly, 
extended to time money, commercial paper, and bill 
rates, and yields on short-term Government securities. 
There was a firmer tendency towards the end of Novem-

Money Rates at New York

N ov. 28 
1925

Oct. 29 
1926

Nov. 29 
1926

Call M oney..................... ........................... * 4 ^ -5 * 4 ^ H H -5 'A
Time Money— 90 day.............................. 4 ^ - 5 4 H 4 % -4 U
Prime Commercial Paper........................ 4 H -4 H 4-H 4 H
Bills— 90 day \inendorsed....................... s y 2 s y 8 3 H
Treasury Certificates and Notes

Maturing Dec. 15................ 3.15 3.44 3.15
Maturing March 15............. 3 .62 3.55 3.10

Federal Reserve Bank of New York—
Rediscount Rate................................... SM 4 4

Federal Reserve Bank of New York—
Buying Rate for 90-dav Bills............. 3 Vs 3H 3 %

Prevailing rate for preceding week.
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5
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Reserve Bank Credit: Monthly Averages o f Daily Figures for 12 
Federal Reserve Banks. Latest Figures are Averages 

of First 22 Days in November.

ber accompanying holiday currency demands. Money 
rates near the end of November are shown with com
parative figures for a month previous and a year ago 
in the accompanying table.

An analysis of the factors influencing money con
ditions indicates that- the recent ease in rates reflects 
in part a very moderate reduction in bank credit 
throughout the country, as indicated by a decrease be
tween the middle of October and the middle of Novem
ber of about $100,000,000 in the total loans and invest
ments of reporting member banks. The total amount of 
Federal Reserve credit which has been currently in use 
during November has been about 13 millions under the 
October average, although there has in past years fre
quently been an increase at this time of year.

There was, moreover, an important, though largely 
seasonal, change in the character of Federal Reserve 
credit in use as indicated by the following table.

(Daily average— in millions of dollars)

Discounts for 
Member Banks Acceptances

U. S. 
Securities

Total Reserve 
Bank Credit

642 264 316 1225
October............ 666 294 306 1269
November 1-26 603 349 302 1256

The seasonal increase in acceptance holdings which 
usually occurs in October and November, as more ac
ceptances come into the market, to finance the movement 
of cotton particularly, puts Federal Reserve credit into 
the market and enables member banks to liquidate part 
of their indebtedness at the Reserve Banks, and thus 
puts them in a position to extend credit a little more 
freely. The close relationship which has existed in the 
past between the amount of member bank discounts at 
the Reserve Banks and interest rates is shown in the 
accompanying diagram. There has been a marked 
tendency for interest rates to rise when member banks 
increased their indebtedness at the Reserve Banks and 
fall when they decreased their indebtedness. The 
movement of rates in the past month has conformed 
to that tendency.
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The recent tendency towards easier rates has been 
accentuated by some movement of funds towards New 
York, and the greater part of the reduction in member 
bank borrowing has occurred in New York. The effect 
upon rates has probably been greater than as though 
the decrease had been evenly distributed through the

MILLIONS
O F  DOLLARS RATE

Daily Average Discounts of all Federal Reserve Banks Compared 
with Prevailing Rate on Prime Commercial Paper (Novem

ber 1926 Discounts Based on Average of First 22 Days).

country. This movement of funds to New York appears 
to reflect in part an unusually large but temporary 
return of currency from circulation about the middle 
of October and again about the middle of November.

M ember  B a n k  Credit

Loans on stocks and bonds of all reporting member 
banks were reduced further in November, and on 
November 17 wTere about $275,000,000 less than at the 
end of September. Most of the reduction was in the 
loans of New York City banks for their own accounts. 
The seasonal increase in commercial loans continued 
later this year than last, and largely offset the reduc
tion in security loans, but the tendency in total loans 
and investments and in total deposits of reporting mem
ber banks has been somewhat downward during the 
past two months. The decrease in deposits has been 
sufficient to release about enough reserves to account 
for the 13 million dollar decrease in total Reserve 
Bank credit in use referred to above.

In the accompanying diagrams a comparison is made 
between reporting bank figures for this year and for 
1925. They indicate a marked contrast from a year 
ago. Last year at this time the amount of bank credit 
in use was increasing rapidly due largely to increases 
in loans on stocks and bonds. This year the tendency 
is steady or downward. Similarly currency require
ments are showing a smaller increase than last year.
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Early in November investment demand for bills was 
active and somewhat in excess of offerings to the mar
ket, and dealers reduced rates on bills of 60 days 
and longer maturity by Ys per cent, making the open 
market rate on purchases of 90 day bills 3%  per cent 
and on sales, 3%  per cent. This reduction in rates 
was followed by an increase of about 15 per cent in 
dealers’ portfolios, but subsequently, due principally 
to local buying for foreign account, portfolios returned 
to levels little changed from the end of October. At 
the close of the month, both the supply of and demand 
for bills were in moderate volume.

Commercial P aper M arket

Buying demand for commercial paper on the part 
of the banks continued moderately active in November 
but due to the generally small supplies of paper that 
dealers were able to offer, the market was rather quiet. 
Open market rates on prime paper declined slightly 
further and although the bulk o f the sales was at 4Y2 
per cent, the level reached late in October, frequent 
sales of choice paper were reported in interior markets 
at 4Y± per cent. The amount of commercial paper 
outstanding through 26 dealers at the end of October 
was $593,000,000, a total 3 per cent smaller than a month 
previous and 1SY2 per cent smaller than a year ago.

Security Markets
Industrial stocks continued during the first half of 

November the recovery begun late in October. The rise 
was relatively small, however, and after irregular fluctu
ations in the latter part of the month, price averages 
were still below the September levels. Railroad averages 
fluctuated narrowly and also remained lower than in 
September.

A  strong rise in corporation bonds carried average 
prices somewhat above the June levels which had been 
the highest since 1917. United States Government obli
gations also were strong; the three post-war Treasury 
bond issues rose to the highest points since issuance, and 
the 4*4 per cent Liberty issues advanced within Y± of a 
point o f the high levels o f the year. Foreign bonds con
tinued firm and average prices were the highest in recent 
years. The firmness in bonds was not due to buying by 
commercial banks, as bank investment accounts have 
shown a continuous decline since the middle of the year.

New security offerings in November continued fairly 
large and exceeded those of a year previous. In domes
tic issues, industrial financing was the largest group, 
due to the inclusion of a $120,000,000 issue of Standard 
Oil Company of New Jersey debentures, which partly 
replaced the preferred stock of the company. Public 
utility financing continued in large volume, but other 
classes of domestic issues were relatively small. For 
the first 11 months of this year, domestic security offer
ings totaled approximately $5,300,000,000, a slightly 
larger amount than in the corresponding period of 
last year.

The volume of foreign securities offered during Nov
ember was somewhat smaller than in the previous month

B il l  M a r k e t or in November of last year, due to the absence of any 
very large government loan. There were, however, sev
eral moderate sized loans to German industrial and 
public utility companies, and a $19,740,000 loan to the 
City of Yokohama, guaranteed by the Japanese Govern
ment. Foreign issues in this market since the first of 
the year have amounted to $1,200,000,000, o f which 
$200,000,000 was for refunding purposes. This total is 
close to that o f the first 11 months o f 1925.

Business Profits
Earnings reports of 99 industrial and mercantile con

cerns for the third quarter of 1926 showed net profits 
32 per cent larger than in the corresponding period of 
1925, following increases of 28 and 24 per cent, respec
tively, in the first and second quarters of this year. A ll 
groups of companies shared in the larger profits, but in 
the oil and steel groups the increases were particularly 
large. In the motor and accessories group, the increase 
in the third quarter over last year continued large, but 
was somewhat smaller than in the first half o f the year. 
For the first 9 months of the year, earnings of all com
panies were 28 per cent larger than a year ago, and far 
above the total for any similar period o f recent years, 
due chiefly to the larger earnings of the motor, oil, and 
steel groups.

(Net profits in millions of dollars)

Group
No. of 
Corpo
rations

Third
Quarter First Nine Months

1925 1926 1923 1924 1925 1926

Motors & accessories 18 63 76 117 82 169 216
O il......... , ..................... 14 22 37 52 58 65 86
Steel............................. 12 33 46 116 93 100 130
Food & food products 
Machine & machine

13 16 21 38 40 43 57

mfg...........................
Metal & mining........

10 5 5 12 11 16 16
10 7 10 22 16 23 30

Miscellaneous............. 22 14 17 30 27 38 46

Total 7 groups. . . . 99 160 212 387 327 454 581
71 45 51 102 108 136 154

Class I Railroads. . . . 185 359 393 723 678 797 S8S

The unusually high level of corporate earnings is 
shown in the accompanying diagram. This year, eor-
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Quarterly Net Operating Income of 185 Railroads and Profits of 
99 Industrial Corporations, 1923 to 1926.
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poration profits in the third quarter were slightly larger 
than in the second quarter, whereas in the three previous 
years, decreases were reported. This condition was due 
primarily to the fact that oil and steel companies con
tinued to increase their net revenue in the third quarter, 
contrary to previous tendencies. Earnings of Class I 
railroads were the largest for any quarter in the past 
6 years.

Gold Movement
Exports of gold during October totaled only $1,160,- 

000, the smallest amount in any month since July 1924. 
Imports totaled $8,900,000 and included chiefly a further 
shipment of about $4,900,000 from Australia and $2,000,-
000 from Japan. The net import of $7,700,000 brought 
the gold import balance for the first 10 months of the 
year to nearly $79,000,000.

The gold movement thus far during the current year 
has been due chiefly to the shipment of large amounts 
of gold between this country and Canada in consequence 
of seasonal fluctuations in exchange, and to a number 
of special movements rather independent of the 
exchanges such as the recall of earmarked gold by the 
Reichsbank, shipments from Australia, and shipments 
to the United States by the central banks of Chile and 
Mexico. The principal gold movements of the year are 
summarized below:

Gold lovem ent January 1 to November 1, 1926

Imports from Exports to

Canada.......................................................................... $ 77,637,000 
46,243,000

$ 35,985,000
Australia........................................................................
Germany....................................................................... 40,3 i2 f066
Chile.............................................................................. ‘ i5 ,737,000

15.330.000 
6,000,000

18.815.000

M exico...........................................................................
Japan.............................................................................
Other transactions...................................................... 24,487,000

All transactions........................................................... $179,762,000 $100,784,000

Gold movements at the Port of New York during the 
first 22 days of November were very small, both imports 
and exports being less than $400,000. Near the end of 
the month, however, Canadian exchange advanced above 
the gold import point, and shipments of $6,000,000 were 
made from New York to Canada. Small purchases in 
London for shipment to this country were also reported 
reflecting the combination of rather low sterling rates 
and a cheap market price for gold in London, a situation 
which was temporary and now appears to have passed.

Foreign Exchange
The weakness in sterling, which had carried the rate 

as low as $4.84*4 in October, continued into the first 
week of November when the quotation touched $4.84%. 
From this point there was a recovery to $4.84%, and 
the quotation near the end of the month was $4.84%. 
While the low quotation of November of this year was 
only slightly above the low of last November, it was a 
full half-cent above the lowest point in the autumn of
1925, reached in October. For both October and Novem
ber of this year, the range of fluctuation was narrower 
than in the same months of 1925. The effect of this firm

ness has been shown in the gold holdings of the Bank of 
England. Between the end of September and Novem
ber 25, 1925, the Bank’s gold declined £13,732,000, from 
£160,466,000 to £146,734,000. For the corresponding 
weeks of this year, the net decline has been only £2,860,- 
000, from £155,834,000 to £152,974,000, leaving the 
holdings on November 24, 1926 some £6,240,000 above 
the corresponding date of 1925.

Movements in the German mark during November 
were small, at a level somewhat below the quotations of 
October. The French franc continued to fluctuate 
widely, rising from 3.18 cents on November 1 to 3.74 
on the 20th, the highest level since last March. The lira 
was steadier, averaging about 4.20 cents.

Scandinavian rates were steady, with some tendency 
to heaviness in the Swedish krona. Danish rates con
tinued slightly below parity.

The Norwegian krone rose from 25 cents early in the 
month to 26 on the 17th, but reacted slightly. Belgas 
were firm and Swiss francs were steady, but Nether
lands florins were heavy, falling to 39.94 cents. Other 
European rates showed little change.

Canadian dollars were strong, rising to $1.0019, a rate 
high enough to draw gold from both New York and 
London; the Brazilian milreis declined sharply from 
13.75 early in the month to 11.90 on the 22nd, but 
rallied above 12 cents.

Far Eastern rates moved diversely. The Japanese 
yen was as high as 49.19 cents, the highest since June 
1923; but rupees were weak, falling to the lowest level 
since April. Silver and the silver exchanges were also 
firmer. Bar silver, which was as low as 51%  cents in 
mid-October, recovered to 56 in November.

Foreign Trade
October exports valued at $457,000,000 were $8,000,-

000 larger than in September but were $34,000,000 
smaller than in the same month of last year. Imports 
valued at $383,000,000 were $40,000,000 larger than in 
September and $9,000,000 larger than in October 1925.

The value of raw cotton shipped abroad in October 
was $38,000,000 larger than that of the previous month, 
but was $61,000,000 less than a year ago, which more 
than accounts for the reduction in total exports. In 
quantity, however, cotton exports were only about 4 per 
cent below the large volume of October 1925. Grain 
exports were about 30 per cent less than in September, 
but were still 50 per cent larger than in the correspond
ing month last year. Coal shipments abroad continued 
to increase and were over three times as large as in 
October 1925.

The volume of raw silk, crude rubber, and coffee im
ported in October was in each case below the rather 
large figures for September, and rubber imports were 
also smaller than in October 1925.

Production
Automobile production was sharply curtailed in 

October, following nine months of very high activity 
and a further gradual reduction appears to have
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occurred in November. Bitum inous coal production has 
reached the highest level in recent years, but tendencies 
in other leading industries have been irregular. This 
ban k ’s October indexes, in which allowance is made for 
seasonal variations and year-to-year growth, are shown 
below'.

(Computed trencPoFpast years =*100 per cent)

1925 1926

Oct. Aug. Sept. Oct.

Producers’ Goods
Pig iron........................................................... 101 108 109 I l l
Steel ingots.................................................... 104 112 116 107
Bituminous coal............................................ 106 99 104 109
Copper, U. S mines.................................... 104 104 108 109
Tin deliveries................................................. 101 96 93 96
Zinc................................................................. 113 111 116 118
Petroleum....................................................... 119 117 116
Gas and fuel oil............................................ 103 93 93
Cotton consumption.................................... 95 92 107 98
Woolen mill activity*.................................. 102 83 93 103
Cement........................................................... 126 130 132 126
Lumber........................................................... 110 96 88
Leather, sole.................................................. 79 73 74 ’ 74
Silk consumption*........................................ 136 126 120 130

Consumers* Goods 
Cattle slaughtered....................................... 109 104 113 101
Calves slaughtered....................................... 117 93 97 102
Sheep slaughtered........................................ 95 99 106 102
Hogs slaughtered.......................................... 102 112 111 90
Sugar meltings, U. S . ports....................... 122 99 132 144
Wheat flour................................................... 95 103 100 93
Cigars............................................................. 115 105 110 111
Cigarettes....................................................... 71 73 77 70
Tobacco, manufactured................... .. 106 105 112 101
Gasoline......................................................... 132 141 140
Tires................................................................ 116 126 147
Newsprint...................................................... 118 124 129 i25
Paper, total................................................... 87 87 91 86
Boots and shoes............................................ 100 104r 109 lOOp
Anthracite coal............................................. 1** 99 106 98
Automobile, a ll............................................. 153 145 144 112
Automobile, passenger................................ 159 157 151 112
Automobile, truck........................................ 128 99 115 110

**=Seasonal variation not allowed for. **=Strike. p=Preliminary. r=Revised

Building
B uildin g and engineering contracts awarded in 37  

states in October as reported b y the F .  W . Dodge C or
poration, showed a continued gradual decline. The total 
for the month was 8 per cent smaller than for September, 
and 3 per cent smaller than for October 19 2 5 . Contracts 
awarded in the first 10  months of the year, however, 
remained 6 per cent above the total for the correspond
ing period of 19 2 5 . The October decreases in New Y o rk  
State and Northern New Je rse y  were somewhat larger  
than for the country as a whole.

A s  in recent months, contracts for residential build
ing continued sm aller than a year ago. Industrial and 
educational projects also were below last y e a r ’s volume, 
but awards for commercial buildings and public works 
and utilities were larger.

Follow ing substantial decreases in recent months, the 
volume of building perm its reported to S. W . Strau s & 
Com pany was 24  per cent larger in October than in 
September, and was only 4  per cent sm aller than a year  
ago. The October increases in perm its occurred chiefly 
in the larger cities of the country. N ew  Y o rk  C ity  
showed a 9 per cent increase over October 19 2 5 , and the 
total for 25  leading cities was 7  per cent larger.

Indexes of Business Activity
This ban k ’s October indexes of business activity, in 

which allowance is made for seasonal changes, year to 
year growth, and as fa r  as possible for any price 
changes, are compared in the following table w ith fig
ures for recent months and a year ago. In  general the 
figures reflect a continued high level of business activity.

(Computed trend of past years =100 per cent)

1925 1926

Oct. Aug. Sept. Oct.

Primary Distribution
Car loadings, merchandise and m isc. . . . 103 101 103 104
Car loadings, other...................................... 94 105 107 107

95 106 106 92 p
118 113 121 125 p

Grain exports................................................ 48 132 112 71
Panama Canal traffic.................................. 85 94 92 84

Distribution to Consumer
Department store sales, 2nd Dist............ 106 108 109 105
Chain store sales.......................................... 99 94 95 99
Mail order sales............................................ 128 135 126 119
Life insurance paid for................................ 116 115 116 109
Real estate transfers.................................... 114 106 103 102
Magazine advertising.................................. 106 101 106 108
Newspaper advertising............................... 109 109 107 111

General Business Activity
Bank debits, outside of N. Y. C ity ......... 112 112 110 113
Bank debits, New York C ity .................... 121 132 123 122
Bank debits, 2nd Dist. excl. N. Y . City. 110 102 105 108
Velocity of bank deposits, outside of New

York C ity .................................................. 103 103 98 105
Velocity of bank deposits, New York City 121 132 127 129
Shares sold on N. Y. Stock E xchange*.. 260 209 173 189
Postal receipts............................................... 104 98 100 98
Electric power............................................... 112 115 116
Emoloyment in the United States........... 104 104 104 i03p
Business failures........................................... 97 105 94 107
Building permits........................................... 178 137 133 169
New corporations formed in N. Y . State 142 108 112 122

General price level................................. 187 185 186 186

* = Seasonal variations not allowed for. Preliminary.

Production and Trade in 1926
I t  is now possible to make a reasonably accurate esti

mate of the volume of the y e a r ’s business in 19 2 6  in 
different branches of production and trade, and the fol
lowing table gives such figures w ith the last two months 
of the year largely estimated. The figures show the 
percentage changes from  the 19 2 5  levels. A n  un
weighted average of 1 1 1  such series indicates a total 
volume of production and trade in 19 2 6  about 5 per cent 
higher than in 19 2 5 . This indicated gain for 19 2 6  com
pares as follows with sim ilar estimates of previous year- 
to-year changes.

19 20  over 19 1 9  +  6 per cent
1 9 2 1  over 19 2 0  — 14  “  “
19 2 2  over 1 9 2 1  + 1 6  “  “
19 2 3  over 19 2 2  + 1 2  44 “
19 2 4  over 19 2 3  —  2 “  “
19 2 5  over 19 2 4  +  6 “
19 2 6  over 19 2 5  +  5  "

Group averages, which are unweighted, are shown to 
indicate roughly the general tendencies. The produc-
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tion of minerals has been rather generally higher in 
1926 than in 1925, but tendencies in manufacturing 
have been somewhat irregular, reflecting a relatively poor 
year for textiles and apparel, while other industries such 
as automobiles and railroad equipment have made sub
stantial gains. A fter a poor start, crops improved steadily 
during the season, and in many cases yields showed large 
increases over last year, though total crop values are not 
correspondingly high. Building activity appears to 
have been close to the high level of a year ago.

The volume of new corporate financing has been sub
stantially larger than last year, but stock sales on the 
New York exchange have been only slightly above the 
large volume of 1925, and bond sales on the exchange 
and trading in cotton and grain futures, have been 
smaller.

The rapid expansion in chain store business continues, 
and mail order and department stores sales have shown 
moderate increases over last year. Imports have been 
large, reflecting the large raw material requirements of 
our industries, but exports have been slightly below last 
year, and domestic wholesale trade has been very 
irregular.

General indicators of business such as car loadings 
and bank debits show increases corresponding closely 
with the general average for all types o f production and 
trade.

Per cent Change 
1926 from 1925

Per cent Change 
1926 from 1925

Manufactures
Locomotives....................... +55 0
Newsprint........................... . +11 Boots and shoes............... —  .1
Automobiles, passenger... . +10 Silk consumption............. —  1
Automobiles, trucks........... , +  5 —  8
Cotton consumption........... +  4 Leather, sole..................... — 13
Panp.r. tntal____________ _ . 4- 2 Groun Averace............ 4- 6

Minerals and Metals
Gasoline................................. +12 . . . .  + 8
Anthracite coal.................... +12 Copper............................... . . . . + 3
Bituminous coal.................. +10 Tin deliveries................... . . . .  + 1
Steel ingots........................... +10 Petroleum.......................... —  2
Pig iron.................................. +  9 Group Average............ . . . .  + 7

Crops
Peaches.................................. +44 —  4
Apples.................................... +43 Tobacco.............................
W heat.................................... +26 —  7
Grapes.................................... +20 —  9
R ice........................................ +19 R ye ..................................... — 14
Cotton.................................... +14 — 15
Potatoes, white.................... +11 Group Average.............. , . . . + 9

Foods and Tobacco
Cigarettes............................. +13 Wheat flour...................... . . . .  + 2
Poultry.................................. +13 Butter................................ . . . .  + 2
Sheep and lam bs.................
Cattle slaughtered..............

+  6 Eggs.................................... —  1
, +  4 Hogs slaughtered............. —  6

Sugar meltings.....................

Building

. +  4 Group Average............ . . . .  + 4

Maple flooring..................... +11 Lum ber................... .......... —  5
Cement..................................■ +  2 Building permits............. —  6
Face brick............................. 0 Group Average............ 0

Financial
Corporate financing............ +  12 Cotton future sales......... — 27
Stock sales, N. Y . E x.........
Bond sales.............................

+  4 
— 13

Grain future sales........... — 30

Trade
Chain store sales................. +13 Real estate transfers. . . . -L 2
U. S. imports........................ +  7 U. S. exports...................... —  3
Mail ord^r sales................... +  6 Wholesale trade............... —  8
Dept, store sales.................. +  3 Group Average............ . . . .  + 3

General
Electric power...................... +12 Debits, outside N. Y . C.. . . . .  + 5
Debits, N. Y. C i t y ............ +  9 New Corporations, N. Y .S .  + 5
Debits, 2nd D istrict........... +  7 Car loadings, M dse...........
Freight ton mileage............
Car loadings, not Mdse.. . .

+  7 Life insurance sales........... . . .  + 3
+  6 Employment, U. S............ . . .  + 1

Postal receipts..................... +  6 Group Average.. ; ........ . . .  + 6

Retail Trade

Due almost entirely to the shorter business month this 
year, October sales of leading department stores in this 
district were about five per cent smaller than the un
usually large sales reported a year ago. Sales of apparel 
stores decreased only 1 per cent, but mail order sales 
were 12 per cent smaller than last year.

Stocks on hand in department stores at the end of the 
month were 3 per cent larger than last year so that the 
rate o f turnover for the month was considerably lower 
than a year ago for the first time since last spring.

Collections on regular accounts were larger than last 
year, but on instalment accounts they decreased 3 per 
cent. Outstanding charge accounts were 9 per cent 
larger than last year, a smaller increase than in any 
month since April, but instalment accounts remained at 
about the same level as a year ago.

Locality

Net
Sales

Stock on 
hand end 
of month

Collec
tions*

A cct’s
Receiv
able*

New York........................................................... —  4 .8  
— 11.8
—  5.2  
— 11.6
—  0 .2  
+  1.4
—  2 .7  
+  0 .6  
— 10.1 
+  0 .4  
+  1.4
—  9 .8  
+ 14 .0

+  2 .2  
0

+  4 .8  
— 11.0 
+  7 .4  
+  4 .4  
+  8 .9

+  1.7 
—  6.1 
+  8 .3

+  9 . i

+  4 :6

+  8.4  
—  3.7 
+ 17 .4

+io.*4

+  0*2

Buffalo................................................................
Rochester...........................................................

Bridgeport..........................................................
Elsewhere...........................................................

Northern New York State.........................
Central New York State............................
Southern New York State.........................
Hudson River Valley District...................
Capital District............................................
Westchester...................................................

All department stores...................................... —  4 .6 +  2 .7 +  3.2 +  8 .7

Apparel stores................................................... —  1.0 
— 11.9

+ 2 1 .0
Mail order houses.............................................

Percentage Change 
October 1926 from October 1925

* = Exclusive of instalment accounts.

Most of the ready-to-wear departments showed de
creases from the unusually heavy apparel sales last 
October, but sales of furniture, books and stationery, 
linens and handkerchiefs, and toys and sporting goods 
continued larger than last year.

Net Sales 
Percentage Change 

October 1926 
from 

October 1925

Stock on Hand 
Percentage Change 
October 31, 1926 

from 
October 31, 1925

Books and stationery................................. + 8 . 1
Linens and handkerchiefs........................  + 6 . 6
Toys and sporting goods..........................  + 6 . 1
Silverware and jewelry.............................. + 5 . 0
Furniture...................................................... + 4 . 6
Shoes.............................................................  + 3 . 9
Hosiery............................................ ............  + 0 . 2
Women’s ready-to-wear accessories. . . .  —  1.2
Luggage and other leather goods...........  —  1.7
Men’s furnishings....................................... —  2.1
Toilet articles and drugs........................... —  2.3
Musical instruments and radio............... —  2 .8
Women’s and Misses’ ready-to-wear.. .  —  4 .4
Cotton goods............................................... —  4 .7
Home furnishings....................................... —  5 .4
Men’s and boys’ wear...............................  —  6 .9
Silks and velvets........................................  —  8.1
Woolen goods..............................................  — 18.7
Miscellaneous..............................................  —  9.4

—  0 .9
—  2 .3  
+  3 .6  + 6.8 + 6.0 + 0.8 +10.10.2 

2 .4  2.0 
7.2  
1.9 

+  5.3— 6.1 
+ 1.1 
+  3.1 
+  2.4  
— 34.9 —12.8

+ + : +
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Decreases from the substantial sales of October last 
year were reported in practically all lines of wholesale 
trade this October, due partly, however, to the fact that 
there was one less selling day this year. The largest 
year-to-year declines continued to be reported in the 
clothing and textiles groups, although silk goods sales, 
while considerably smaller than a year ago, were larger 
than in any other October since 1919. Substantial de
creases were also reported in sales of machine tools, 
groceries, and jewelry, and sales of shoes and drugs fell 
below the previous year’s level for the first time since 
last spring. Stationery sales were considerably smaller 
than last year, but larger than in any other October in 
the past six years. Paper and diamond sales about 
equaled those of a year ago.

Stocks of hardware and jewelry and diamonds at the

W h o l e s a l e  T r a d e

Commodity

Percentage 
Change 

October 1926 
from 

September 1926

Percentage Change 
October 1926 from October 1925

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

Collec
tions

Acct’s
Receiv

able

Groceries......................
Men’s clothing.............
Women’s dresses..........
Women’s coats and suits 
Cotton goods—Jobbers 
Cotton goods — Com

mission......................

+10.3 
—29.0 
—23.8 
+26.4 
— 8.7

— 16.9 
— 18.4 
—15.8 
+22.4  
+  7.3 
+  0.5 
+  8.4 
+10.8  
+  7.8 
+24.2

+12.4  

— 8.4

— 10.1
—22.5
—26.4
—26.0
— 14.2

— 19.0 
— 17.4 
— 6.8 
— 2.2
— 7.4 
— 19.6
— 6.4
— 1.1 
+  1.3 
— 10.1

— 0.1

+  1.4

—T5.6 
+  1.8 
— 13.4
—20.8
—21.6

— 6.4
— 0.3 
+  9.9 
—24.0 
—11.3

Silk goods.....................
Shoes.............................
Drugs...........................

+  8.4* 
—11.7

— 9.8* 
—31.7

+  7.1 
— 12.2 
— 2.0 
+  5.0

+  4.8 
+  3.6 
+  13.4 
+  0.3Hardware.....................

Machine tools..............
+  1.4 +  6.2

Stationery....................
Paper............................

— 1.5 — 1.6

Diamonds.....................
JeweJrv......................... } -  4.0 } +  8.6 }— 2.8 } +  3.3

Weighted Average. . — 2.8 —15.3 — 6.0 — 2.0

*= Quantity not value.

percent EXPORTS
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Percentage Distribution by Type of Merchandise Exported from 
the United States Since 1880 (1926 Figures Estimated).

end of October continued larger than a year ago, and 
cotton jobbers’ stocks also showed a slight increase. On 
the other hand, silk stocks were 10 per cent smaller than 
last year, and shoes showed the largest decrease for any 
month for which we have records.

Collections during October were 6 per cent smaller 
than last year, a considerably larger decrease than in 
September. The amount of outstanding accounts at the 
month-end was little changed from  last year.

Foreign Trade for 45 Years
The changing character of our foreign trade during 

the past 45 years is shown in the diagrams below. A c
companying the rapid expansion of industrial activity 
in this country, the relative importance of foodstuffs 
has declined steadily, both in imports and in exports. 
Receipts of coffee and sugar and shipments of meat 
products and grains have increased considerably, but 
not so rapidly as total imports and exports, and their 
relative importance has therefore diminished.

Finished manufactures and semi-manufactures have 
constituted a steadily increasing proportion of total ex
ports, due first to an increase in exports of iron and steel 
products, but more recently to the very rapid expansion 
in our foreign sales of automobiles and gasoline and fuel 
oil. The relative importance in our export trade of 
crude materials, consisting largely o f raw cotton and 
unmanufactured tobacco, has tended to decline, although 
raw cotton continues to be our largest export and 
amounts to over 20 per cent of total exports.

In our import trade, finished manufactures have been 
diminishing in importance, due to relatively small in
creases in imports of cotton and wool manufactures, and 
an actual reduction in receipts of iron and steel prod
ucts. The extraordinary increase in the use of rubber 
and silk in this country is reflected in the increasing 
proportion of crude materials in total imports.
PERCENT IMPORTS
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Federal Reserve Agent Federal Reserve Bank, New York January 1, 1927

Business Conditions in the United States

A C T IV IT Y  in manufacturing industries decreased 
in November and December, while production of 
important minerals continued at a high level. 

Wholesale prices declined to the lowest level in more 
than two years. Firmer money conditions in December 
reflected the usual seasonal requirements in connection 
with holiday and end-of-year activity.

P roduction

Factory employment and pay rolls declined in No
vember, reflecting decreased activity in many important 
industries, but owing to the large output of minerals, 
the Federal Reserve B oard ’s index of production in 
basic industries advanced somewhat during the month. 
Production of bituminous coal and petroleum in recent 
weeks has exceeded all previous records, and output of 
copper and zinc during the month of November was in 
unusually large volume. P ig iron production also in
creased slightly in November, but steel mill operations in 
that month and in December were considerably reduced. 
Automobile production, which is not included in the 
index of production in basic industries, declined sharply 
in November for the second consecutive month and was 
smaller than in any month since August 1925. Textile- 
mill activity was maintained during November at ap

FFR C.Em:

Index of Value o f Contracts awarded in 7 Federal Reserve Dis* 
tricts, reported by the F. W . Dodge Corporation (1919 

100 per cent). Latest figure, November.

proximately the same rate as in October. The value of 
building contracts awarded showed less than the usual 
seasonal decline in November and was slightly larger 
than in November 1925. Awards for the first half of 
December likewise exceeded those reported in the cor
responding period of last year.

A g r icu ltu re
The Department o f Agriculture estimates the value 

of 55 principal crops raised in 1926, on the basis of 
December 1 farm prices, at $7,802,000,000, compared 
with $8,950,000,000 in 1925. Of the decrease in the 
value of crops the decline in the value o f the. cotton 
crop accounts for $580,000,000, and that of the corn 
crop for about $260,000,000, while the total value of the 
wheat crop increased by nearly $40,000,000.

T rade
In November distribution of merchandise at whole

sale and retail showed the usual decline from  the activity 
earlier in the autumn. Compared with a year ago, how
ever, wholesale trade was in about the same volume and 
retail trade larger. Sales of department stores were 
about 7 per cent larger than last year and those o f lead
ing mail order houses were 6 per cent larger. Stocks of 
merchandise carried by wholesale firms declined further 
in November and were smaller at the end of the month 
than a year ago. Inventories of department stores, how-

PER CENT

Indexes of Factory Employment and Factory Payrolls in Manu
facturing Industries (1919 average =  100 per cent).

Latest figures, November.
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PERCENT

Index of United States Bureau of Labor Statistics. (1913 =
100 per cent; base adopted by Bureau). Latest 

figure, November.

ever, increased slightly more than is usual in November. 
Freight car loadings declined considerably in November 
and December from the record high levels of October, 
although the movement of coal continued heavy.

P rices

The general level of wholesale prices declined in No
vember and prices of many important basic commodities 
decreased further in the first half of December. The 
Bureau of Labor Statistics index of wholesale commodity 
prices for November was 148, the lowest level since July
1924. Bituminous coal prices increased sharply during 
October and the early part of November, but in recent 
weeks have declined by about two-thirds of the previous 
rise. Petroleum prices have been reduced since early in 
November, and there have also been declines in pig iron, 
copper, zinc, lead, and silver. The fall in prices of agri
cultural commodities, which has lasted with few inter
ruptions for over a year, continued in November. Grains, 
however, have risen somewhat since the latter part of 
that month. The clothing-materials and house-fumish- 
ings groups have declined steadily in price during recent 
months to the lowest levels of the post-war period.

B a n k  Credit

Loans and investments of member banks in leading 
cities increased by over $100,000,000 during the four 
weeks ending December 15, reflecting in part the growth 
in the demand for credit and currency that usually 
occurs in December. The increase was in loans on secur
ities, while commercial loans declined somewhat from 
their seasonal high point in November.

The volume of Reserve Bank credit showed the usual 
seasonal increase after the middle of November but was 
lower than in the corresponding period of 1925, partly 
because there was a smaller increase this year in the 
amount of money in circulation.

Money Market
Holiday and year-end demands for funds resulted in 

higher call loan rates in December than in November,
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but other money rates showed little change. Rates on 
60 and 90 day bills were advanced %  per cent in De
cember, but yields on short-term Treasury obligations 
declined, accompanying a shortage in the supply of these 
securities and a general advance in bond prices. Time 
money and commercial paper rates showed no quotable 
change.

Money Rates at New York

Dec. 28 
1925

Nov. 29 
1926

Dec. 27 
1926

*6 *4 y2-5  k * 5 14-Q
Time Money— 90 d a y ............................. 4 K -5 4 ^ -4 % 4%
Prime Commercial Paper........................ 4 ^ - 4 ^ 4H 4 H
Bills— 90 day unendorsed........................ 3H 3H 3 H -3 H
Treasury Certificates and Notes

Maturing March 15............. 3.50 3.10 2.97
Maturing June 15................. 3.54 3.38 3.02

Federal Reserve Bank of New York—
Rediscount R ate.................................... 3M 4 4

Federal Reserve Bank of New York—
Buying Rate for 90-day Bills............. 3% 3% 3H

* =  Prevailing rate for preceding week.

The principal cause of the firmer call loan market was 
the usual large increase in currency requirements for 
the holiday trade. New York City banks withdrew from 
the Reserve Bank approximately $45,000,000 of addi
tional currency in the latter part of November and the 
first half of December, and an additional loss of funds 
to the New York money market was caused by outgoing 
transfers to replace similar currency withdrawals from 
banks in other districts. This double drain on New York 
banks necessitated a substantial increase in the use of 
Reserve Bank credit to maintain reserve balances at the 
required levels.

Around the middle of December there were the usual 
heavy movements of funds incident to the Treasury tax 
period operations, with a consequent minor unsettle
ment of the call money market. The redemption of ma
turing Treasury certificates and the payment of interest 
on Government obligations on the 15th exceeded actual 
collections of income taxes by $117,000,000, and a sim
ilar, though smaller, excess of Treasury disbursements in 
other districts resulted in an inflow of funds from other 
centers. Consequently, a considerable surplus in actual
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Tax Period Operations.

reserve balances of leading New York City banks de
veloped, notwithstanding a reduction in borrowing from 
the Federal Eeserve Bank to the lowest level since the 
latter part of November, average reserves for that re
serve week were carried somewhat above requirements, 
and call loan rates declined temporarily.

During the following week the collection of income tax 
checks greatly exceeded Government disbursements, and

resulted in outgoing transfers from New York, as well 
as a direct loss of funds to banks in this district, which 
coincided with the time of largest demand for holiday 
currency. The movements of bank reserves, call money 
rates, and bills discounted for New York City banks are 
shown in the accompanying diapam.

A contraction in currency circulation usually begins 
immediately after Christmas, but preparations for year- 
end statements and disbursements tend ordinarily to 
keep money rates firm in the final week of December.

Member B an k  Credit 
Loans on stocks and bonds by all reporting member 

banks increased $250,000,000 in the latter part of Novem
ber and the first three weeks of December, accompanying 
rising security prices, and on December 22 were less 
than $200,000,000 below the high point reached at the 
end of last year. The greater part of the increase was 
in the loans of New York City banks. Commercial loans 
showed a gradual seasonal decline from the high level 
of November in this district and elsewhere, while invest
ments showed little net change.

Com m ercial Paper M a rk et  
The commercial paper market was seasonally quiet 

during December. Although the demand for paper con
tinued fairly active in interior markets, the total sales 
volume was limited due to the small supplies of new 
paper being created. Dealers continued to offer paper 
at 41/4-4% per cent, but the bulk of the business was at 
4% per cent. The volume of commercial paper out
standing through 26 dealers at the end of November 
showed a further decline of 5 per cent to $566,000,000, 
an amount 15 per cent below that of a year ago. While 
a decrease in open market outstandings is not unusual 
at this time of the year, this most recent decrease fol
lowed an almost continuous decline during the past two 
years, so that total outstandings at the end of November

Outstanding Commercial Paper of 26 Dealers, and Commercial 
Loans of All Reporting Member Banks.
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were at the lowest level in at least 8 years. As the 
accompanying diagram shows, commercial loans of banks 
throughout the country, which also include banks’ hold
ings of commercial paper, increased about $500,000,000 
during the two years.

B ill  M arket

Seasonal drawings of bills continued to increase the 
supply in the market rapidly early in December, while 
the investment demand for bills diminished, due to the 
somewhat firmer money conditions prevailing. As a 
result, dealers’ portfolios reached by the end of the first 
week of December approximately 100 million dollars, 
the largest total since May. Reflecting these conditions, 
open market rates on 60 and 90 day bills reverted to the 
level current previous to the November reduction, mak
ing the offering rate on 90 day unindorsed bills 3%  
per cent. A t the higher rate level, the demand improved 
slightly, owing principally to buying for foreign ac
count, dealers’ portfolios were reduced, and in the final 
week of the month the 90 day rate was reduced to 
3%  per cent.

Security Markets

Following irregular movements in the latter part of 
November, representative price averages of both indus
trial and railroad shares advanced in December to 
approximately the highest levels of the year. Trading 
was broader and around the middle of the month the 
daily turnover averaged close to 2,000,000 shares. 
Toward the close of the month, however, the tendency 
was reactionary.

Further strength and activity in the bond market 
carried average prices of high grade corporation bonds 
to the highest levels in at least 10 years. United States 
Government securities likewise were strong and four 
issues, the Fourth Liberty 4%  ’s, and the Treasury 3%  ’s, 
4 ’s, and 4 ^ ’s reached the highest levels since issuance, 
and other issues generally sold at the highest prices of the 
year. Average prices of foreign bonds rose to new high 
levels since the War, led by advances in Belgian and 
French issues.

New security offerings continued large in December 
but were in smaller volume than in the previous month 
or in December of last year, both periods of exceptionally 
heavy security flotations. Public utility offerings were 
the largest class, followed closely by industrial financing 
which included a $50,000,000 issue of Standard Oil 
Company of New York debentures. State and municipal 
financing was heavier than in several months, due partly 
to the issuance during the month of $20,000,000 Port of 
New York Authority bonds in connection with the pro
jected Hudson River bridge at New York City. Foreign 
financing was slightly larger than in No" ember o f this 
year or in December o f last year.

Gold Movement

Gold imports during November reached a total of 
$16,700,000, due chiefly to the receipt of $5,000,000 from 
Mexico, $4,900,000 from Australia, $4,000,000 from

MILLIONS OF DOLLAR'S

Gold Imports and Exports in 1926 Compared with 1925.

Japan, and $1,000,000 from  Hong Kong. The first 
three o f these shipments continued movements from 
those countries in previous months. Gold exports 
amounted to $7,700,000, of which $6,000,000 was sent 
to Canada in consequence of the rise in Canadian ex
change. The autumn export movement to Canada was, 
however, much smaller this year than last, as shown in 
the accompanying diagram, which compares gold move
ments this year and last, and indicates the principal 
sources or destinations of the larger movements during 
the two years. The net import of gold for the first 11 
months of 1926 was $88,000,000, as compared with a net 
export o f $.136,000,000 last year.

During the first 28 days of December, imports at the 
Port of New York totaled $6,500,000, which included 
approximately $5,000,000 from  Chile and $1,000,000 
from England. Exports amounted to $1,700,000, of 
which $1,000,000 was sent to Java. A n  import of 
$2,000,000 from Mexico was also received, and additional 
shipments from Japan were announced.

The Foreign Exchanges

The month of December was marked by a general rise 
in the exchange rates of all the leading European coun
tries now on the gold standard. The pound sterling, 
which was as low as $4.8413 in November, did not fall 
below $4.8444, and near the close of the year was above 
$4.8480. The German mark, from a November low of 
23.73 cents, rose to 23.84 cents, two points above par, 
and a similar rise above dollar parity took place in 
Swiss francs. The Netherlands florin and the Swedish 
crown also were firmer, while the belga was quoted 
throughout the month slightly above par.

The French franc rose from 3.71 cents at the begin
ning o f the month to 4.07 cents on the 20th. This 
renewed rise was followed, December 23, by the an
nouncement that the Bank o f France was prepared to 
buy and sell at the rate o f 25.19 francs to the dollar, or 
just under 3.97 cents to the franc. The lira rose from 
4.25 cents on the first of December to 4.60 cents on the 
13th, but thereafter was quiet at about 4.50 cents. The 
Norwegian rate declined slightly during the month.
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A fter several months of de facto stabilization just 
under parity, it was announced that the Danish crown 
would return to the gold standard de jure with the first 
day of 1927. Denmark thus becomes the fifth country 
to take this step formally since the beginning of 1926, 
the others being Finland on January 1, Chile on January 
11, Canada on July 1, and Belgium on October 25.

The Canadian dollar, which stood above the United 
States dollar in early December, declined to a small 
discount. The rupee, which had been heavy in Novem
ber, rose moderately toward the end of the year; but yen 
declined to somewhat lower levels.

The price of silver scarcely moved during the month, 
and the silver exchanges fluctuated in a correspondingly 
narrow range, the Hong Kong rate being somewhat 
stronger than that on Shanghai.

The following table shows the current quotations of a 
number of exchanges, compared with those prevailing 
a year ago.

(In cents per unit of national currency)

December 22, 1925 December 22, 1926

Europe
Austria...................................................... 14.05 14.05
Belgium..................................................... 4.53 13.91
Denmark.................................................. 24.83 26.63
England.................................................... 484.56 484.75
France....................................................... 3.64 3.97
Germany................................................... 23.81 23.82
H olland..................................................... 40.14 39.97 '
Italy........................................................... 4.03 4.46
Norway..................................................... 20.29 25.15
Spain.......................................................... 14.13 15.24
Sweden...................................................... 26.84 26.72
Switzerland.............................................. 19.31 19.33

America
Argentina................................................. 41.47 41.35
Brazil......................................................... 14.27 11.85
Canada...................................................... 99.92 99.92

Jlsta
India.......................................................... 36.50 36.00
Japan......................................................... 43.15 48.75
Shanghai................................................... 75.88 58.63

Among the gold standard countries, it will be noted 
that rates are generally slightly higher, while among the 
other countries, only Brazil and China are materially

lower than a year ago, the latter reflecting the fall in 
the price of silver. Rates for Norway, Argentina, and 
Japan are almost at parity, although no formal action 
towards stabilization has been taken by those countries. 
Several other countries have maintained stability 
through the year, or over the latter part of the year, 
without formal announcement o f either de facto or 
de jure stabilization. Among them may be mentioned 
Jugo-Slavia, whose dinar has remained at 1.77 cents for 
many months; the Bulgarian lev has been stable at 
about .72 cents, over a longer period, and the Polish 
zloty has for several months been quoted at about 11 
cents.

The progress o f currency reform in 1926 was there
fore more general than would be appreciated merely 
from the list of those countries which formally returned 
to gold in the course o f the year. In a considerable 
group of countries the success of de facto stability has 
furnished strong evidence of capacity for de jure 
stabilization; while in others reforms have been under
taken in recent months, particularly in the government 
finances, which are the necessary preliminaries of 
eventual monetary reconstruction.

Changes in Central Bank Rates
Two changes in the discount rates of foreign central 

banks were announced during the month. On December 
10. the Bank of Poland reduced its rate from 10 per 
cent to 9%  per cent and on December 16, the Bank of 
France from 7%  per cent to 6%  per cent.
Foreign Trade

Exports of merchandise in November valued at $481,- 
000,000 were the largest since October 1925. They were 
$25,000,000 larger than in October of this year and were 
$33,000,000 larger than in November 1925, notwith
standing a considerable decline in commodity prices 
during the year. Cotton exports in quantity were the 
largest in any month since February 1915, but in value 
were slightly smaller than in October, and 19 per cent 
smaller than in November of last year. Grain shipments 
continued to decline, both in quantity and in value, but 
exports of manufactured and semi-manufactured goods 
showed considerable increases, both as compared with 
the preceding month and with November 1925.

Imports valued at $376,000,000 showed little change 
from October or from a year ago. The value of raw 
materials imported was smaller than in November 1925, 
but this decline was offset by increases in all other groups 
of merchandise. Crude rubber imports in quantity were 
only slightly under the large volume of March 1926, 
and were 14 per cent larger than a year ago, but in 
value were undoubtedly smaller than in November 1925. 
The quantity of raw silk imported in November was 21 
per cent larger than a year ago, and was the largest 
for any month on record.

Indexes of Business Activity
This bank’s indexes o f business activity in general 

were lower for November than for October, and in a 
number of cases were lower also than those of a year ago.
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Retail sales were fairly large, but loadings of merchan
dise and miscellaneous freight, and bank debits in this 
district and throughout the country showed more than 
the usual seasonal declines.

(Computed trend of past years=100 per cent)

Primary Distribution
Car loadings, mdse. & misc..
Car loadings, other...............
Exports....................................
Imports....................................
Grain exports.........................
Panama Canal traffic...........

Distribution to Consumer
Department store sales, 2nd Dist.
Chain store sales............. ................
Mail order sales.. ............................
Life insurance paid fo r ...................
Real estate transfers.......................
Magazine advertising......................
Newspaper advertising...................

General Business Activity
Bank debits, outside of N. Y. C ity ..........
Bank debits, New York C ity.....................
Bank debits, 2nd Dist. excl. N. Y. City 
Velocity of bank deposits, outside of New

York C ity ............................................ ..
Velocity of bank deposits, New York City 
Shares sold on N. Y . Stock Exchange*. .
Postal receipts...............................................
Electric power...............................................
Employment in the United States...........
Business failures............................................
Building permits...........................................
New corporations formed in N. Y. State

General price level........................................ 187

1925

Nov.

106
10486120
40
91

99
99

116112110
109
113

111
125
107

102120
236

99
108 
104 102 
166 
125

1926

Sept.

103
107
106121112
92

109
95

126
116
103
106
107

110
123
105

98
127
173100
116
104
94

133112
186

Oct.

104
107
92

124
71
84

105
99

119
109102
108111

113122
108

105
129
189
98

117
103
107
169122
186

Nov.

102
113
96p

125p
70
84

102
98120

117

iii
108

106112102
99

115
146
98

102111
137112
185

variations not allowed for. p=Preliminary

Production

Irregular tendencies in principal lines of production 
in November, both as compared with October and with 
November of last year, are shown by this bank’s indexes 
o f production. Cotton consumption was somewhat larger 
than in October, and nearly 8 per cent larger than a 
year ago, and mill consumption of silk and the activity 
o f woolen mills, though slightly smaller than in the 
previous month, were larger than last year. Bituminous

coal production exceeded even the high level ol a year 
ago when the anthracite strike was in force, and reached 
the highest levels on record, reflecting at least in part 
the effects of the British coal strike. Steel ingot output, 
however, was 9 per cent smaller than in October and 
5 per cent smaller than a year ago, following the main
tenance during the spring and summer of a much higher 
rate of activity than in either o f the two previous years. 
Further curtailment occurred in the automobile indus
try, and the production of passenger cars in November 
was one-third smaller than a year ago.

This bank’s indexes o f production, in which allowance 
is made for seasonal variations and year-to-year growth, 
are shown below.

(Computed trend of past years=100 per cent)

1925 1926

Nov. Sept. Oct. Nov.
Producers' Goods

Pig iron ........................................................... 102 109 I l l 108
Steel ingots..................................................... 110 116 107 103
Bituminous coal............................................ 110 104 109 129
Copper, U. S. mines..................................... 104 108 109 114
Tin deliveries................................................. 118 93 96 124
Zinc.............................................................. 111 116 118 116
Petroleum....................................................... 119 116 118
Gas and fuel o il............................................. 100 93 98
Cotton consumption.................................... 96 107 98 io2
Woolen mill activity*.................................. 101 93 103 102p

123123 132 126
102 88 104 lOlp

Leather, sole................................................... 73 74 74
Silk consumption*........................................ 121 120 130 i29

Consumers' Goods 
Cattle slaughtered........................................ 93 113 101 101
Calves slaughtered........................................ 104 97 102 107
Sheep slaughtered......................................... 89 106 102 105
Hogs slaughtered.......................................... 85 111 90 82
Sugar meltings, IJ. S. ports........................ 99 132 144 126
Wheat flour.................................................... 83 100 93 86

105 110 111 119
Cigarettes....................................................... 71 77 70 69
Tobacco, manufactured.............................. 96 112 101 101
Gasoline........................................................... 133 140 142

120 147 127
Newsprint....................................................... 120 129 125 i29
Paper, total.................................................... 90 91 86 93
Boots and shoes............................................ 89 llOr 100 95p
Anthracite coal.............................................. ** 106 98 90
Automobile, all.............................................. 156 144 112 105
Automobile, passenger................................ 163 151 112 104
Automobile, truck............... ......................... 130 115 110 110
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Office workers’ earnings have continued to rise dur
ing the past year along with the earnings of factory 
operatives, according to the annual computation made 
by the New York State Department of Labor. The 
accompanying diagram indicates that office salaries, 
which for a number of years during and following the 
W ar increased much less rapidly than the cost of liv
ing, have now reached a level which gives a noticeable 
increase in purchasing power compared with pre-war 
conditions. Earnings of factory operatives, however, 
continue to show a much larger gain in purchasing 
power than those of office workers.

W a g e s  a n d  E m p l o y m e n t

PER CENT.

Average W eekly Earnings o f Factory Operatives and Factory 
Office W orkers in New York State and the Cost of Living 

in the United States. (1914 =  100 per cent).

Factory employment showed a 1 per cent decline in 
New York State from October to November, whereas last 
year a moderate increase occurred. Consequently, the 
number employed in November was 3 per cent smaller 
than a year previous. The principal reductions in ac
tivity which cannot be attributed to seasonal changes 
were in the metal working industries. W orking forces 
in iron and steel, brass and copper, machinery, railway 
equipment, and automobile factories showed average 
reductions ranging from 2 to 5 per cent compared with 
October.

Commodity Prices
The Department of Labor general index of wholesale 

prices declined in November to the lowest point since 
the summer o f 1924, and this bank’s weekly index of the 
prices of 20 basic commodities declined during the first 
three weeks of December to the lowest levels since 1922.

As the accompanying diagram shows, price movements 
in recent months have continued to be chiefly in agri
cultural products. The Department o f Labor index of 
agricultural prices has declined nearly 14 per cent from 
August of last year, when the high point of the past 
five years was reached, to the lowest level since the sum
mer o f 1924. The index o f non-agricultural products, 
while somewhat lower than a year ago, has shown no im-

PER CENT.

Agricultural and Non-Agricultural Prices Since 1921 (U. S.
Bureau of Labor Statistics Indexes; 1910-1914 

average =  100 per cent).

portant change in the past three years. During this 
period textile prices have declined substantially, and 
moderate price reductions have occurred in metals and 
house furnishings, but fuel prices have advanced, and 
other groups have shown little net change.

Building

The volume of building and engineering contracts 
awarded in 37 states east of the Rockies in November 
was 3 per cent larger than a year previous, following 
decreases from last year in each of the previous 5 months. 
For the 11 completed months of this year, total contract 
awards were 6 per cent larger than a year ago, reflecting 
the very heavy building program of the first part of 
this year. In  the New York and New Jersey district 
November building contracts were 27 per cent smaller 
than a year ago, but the total for the 11 months period 
was 11 per cent larger than last year.

The demand for building materials fell off consider
ably in November. New business in softwood lumber, 
reported by the National Lumber Manufacturers Asso
ciation, declined about 25 per cent below the volume of 
a year previous, although, because of heavy demand 
earlier in the year, total orders for the first eleven 
months o f the year remained larger than in the corre
sponding period of 1925. Structural steel sales also 
have been considerably smaller in recent months than a 
year previous.

Wholesale Trade

Sales o f nearly 200 reporting wholesale houses in this 
district during November averaged 10 per cent lower 
than a year ago, despite the additional selling day this 
year. The decrease, as in previous months, was largely 
due to smaller sales o f clothing and textiles. Sales of 
men’s clothing had an unusually large year-to-year 
decrease, and sales o f women’s coats and suits continued 
much smaller than a year ago. The decline in dress
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sales, however, was smaller than in any month this year. 
Leading silk houses and cotton commission houses re
ported sales considerably smaller than a year ago, but 
jobbers’ sales of cotton goods were slightly larger for 
the first time in a year.

Wholesale grocers reported the smallest sales for any 
November in the last eight years, and machine tool sales 
remained considerably below the moderately high level 
of a year ago, but paper and jewelry sales showed the 
largest increases since June, and shoe sales were the 
largest for the month of November in five years.

Commodity

Groceries.....................
Men’s clothing...........
Women’s dresses. . . .  
Women’s coats and suits 
Cotton goods— Jobbers. 
Cotton goods —  Com

mission........................
Silk goods.......................
Shoes................................
Drugs...............................
Hardware........................
Machine tools................
Stationery.......................
Paper................................
Diamonds........................
Jewelry............................

Weighted Average...  — 21.2

Percentage 
Change 

November 1926 
from 

October 1926

Net

—  4 .2  
— 41.8 
— 49.1 
— 62.4 —12.0
—  4 .4
—  2 .7
—  5.0  
— 23.7
—  8 .5  
+  3 .6
—  2.7
—  5.9 
— 22.3 +22.0

Stock 
end of 
month

+  6.9

— 14.0

+ 16 .1*  — 0.1
— ’O

} - 4 . 7

Percentage Change 
November 1926 from November 1925

Net

—  9 .4  
— 18.6
—  6.7  
— 24.2 
+  0 .7

— 12.5 
— 16.9 + 8.0
—  4.5
—  2.9  —11.0
—  0.9  
+  6.3
—  5.6  
+  6 .5

—  9 .5

Stock 
end of 
mon th

—  1.3

—  8.9

+  9 .3* 
— 16.5

+ 318

+  7 .7

Collec
tions

+  0 .7

Acct’s
Receiv

able

— 9.5 
+14.1

— 7.6
— 3.2

—  5.3
— 1.7

—21.5 
— 8.3

+  6.4 
+  9.1

— 4.3 
+  2.0

“ '6 “ +  0.9

— 5.9 +  5! 6

f - 1 . 6 } +  6.3

5.G

Locality

Net
Sales

Stock on 
hand end 
of month

Collec
tions*

Acct’s
Receiv

able*

New Y ork ........................................................... +  6 .3  
+  3.2  
+  4 .7  
+  2.3 
+12 .1  
+11 .3  
+  5.4 
+  1.0 
—  2.6  
+  6.7 
+ 11 .8  
—  1.0 
+ 1 9 .7

+  1.0
—  3.9 
+  4 .3  
— 11.4 
+  6 .3  
+  4.7  
+  8.9

—  5.7
—  0 .6  
+ 12 .2

+  9.8  
+  0 .2  
+ 21 .4

+ i3 !o

Buffalo.................................................................
Rochester. . ........................................................
Syracuse ........................................................
Newark................................................................ +  8 .9  

+  3.6
Bridgeport...........................................................
Elsewhere............................................................ —  0 .7

Northern New York S ta te .........................
Central New York State.............................
Southern New York State .....................
Hudson River Valley D istrict. .............
Capital District. ..........................................
Westchester D istrict...............................

All department stores...................................... +  6 .7 +  1.5 —  1.5 + 10 .1

Apparel stores.................................................... +  9 .4  
+  6.3

+ 2 2 .0
Mail order houses.............................................

Percentage Change 
November 1926 from November 1925

Final reports on November business showed an aver
age increase of nearly 7 per cent over a year ago in 
department store sales, 9 per cent in apparel store sales, 
and 6 per cent in sales of leading mail order houses. 
A  considerable part of these increases may be attributed 
to one more selling day in November this year, however.

Stocks of merchandise in department stores at the end 
of November were 1%  per cent larger than a year 
previous, and the ratio of sales to average stock on 
hand during the month was slightly higher than in 
November 1925. Collections on charge accounts were 
somewhat smaller than last year, and accounts outstand
ing at the end of the month were 10 per cent higher. 
Instalment collections were larger than a year ago, how
ever, and accounts receivable showed little change.

November sales and stocks in the principal depart
ments are compared below with those o f a year ago.

* = Quantity not value.

Department Store Trade
Reports from leading department stores in New York 

and vicinity on sales from December 1 to 24 inclusive, 
indicate that December sales in this district will average 
about 5 per cent larger than last year, and will substan
tially exceed sales in any previous December. This would 
make total sales for the year 4 per cent larger than last 
year, compared with an increase of 5%  per cent in 1925.

Books and stationery..............................
Shoes...........................................................
Men’s and Boys’ wear.............................
Furniture....................................................
Hosiery........................................................
Luggage and other leather goods.........
Women’s ready-to-wear accessories___
Linens and handkerchiefs.......................
Men’s furnishings.....................................
Home furnishings.....................................
Toys and sporting goods.........................
Womeu’s and Misses’ ready-to-wear...
Silks and velvets.......................................
Toilet articles and drugs.........................
Cotton goods.............................................
Silverware and jewelry............................
Woolen goods............................................
Musical instruments and radio.............
Miscellaneous............................................

Net Sales 
Percentage Change 

November 1926 
from 

November 1925

+ 19 .4  
+18 .9  
+ 18 .7  
+ 17 .4  
+ 13 .9  
+ 13 .8  
+13 .1  
+ 12 .7  
+ 1 0 .7  
+  9 .4  
+  9.1 + 6.1 
+  5.9 
+  5.7 
+  4 .7  
+  4 .5  
— 14.2 —20.6 
—  3.4

Stock on Hand 
Percentage Change 
November 30, 1926 

from
November 30, 1925

— 6.8 + 1.2 
+  4 .2  
+  4.1 — 0.1
—  0.5  + 0.2 
+  5 .6
—  5.8  
+  4.1 + 0.8 + 2.1 
+  1.3
—  3 .2
—  6 .5  + 2.0 
— 39.0
—  5 .7  
— 10.4

Chain Store Sales
Leading chain store systems reported for November 

the unusually large increase of 10 per cent in average 
sales per store compared with a year ago. A  part of 
the increase was due to the extra selling day this year, 
and the less rapid opening of new stores, which have 
smaller average sales than established units, accounted 
for a part of the increase in some lines.

Variety, drug, and grocery chains continued to show 
the largest gains in total volume of business, but all 
types reported substantial increases over last year in 
November.

Type of Store

Percentage Change 
November 1926 

from November 1925

Number
of

Stores
Total
Sales

Sales
per

Store

+ 13 .2  
+ 34 .0  
+ 10 .1  
+  8 .0  
+  7.0 
+  6 .7  
+10 .4

+ 3 3 .7  
+ 2 4 .5  
+ 2 4 .2  
+ 1 5 .3  
+ 1 2 .1  
+ 1 1 .6  
+  9 .7

+ 1 8 .1
—  7.1 
+ 12 .8  
+  6.7  
+  4 .7  
+  4 .6
—  0.7

+  9 .9 + 2 0 .8 + 10 .0
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Business Conditions ip the United States

V OLUME of output of industry decreased further 
in December to the lowest level in more than a 
year, and wholesale prices continue to decline. 

Easier conditions in the money market in January re
flected the usual seasonal liquidation after the turn of 
the year.

P r o d u c t io n

In December, for the third consecutive month, there 
was a decrease in industrial production, and the Board’s 
new index, with adjustment for seasonal variations, was 
105 on the basis of the average for 1923, 1924, and 1925 
as 100. This compares with 113 in September, the high 
point of the year, and with 108 a year ago. The decline 
since the recent high point has been entirely in the manu
facturing industries, as the output of minerals was at a 
record high level in November and showed only a slight 
decline in December. By far the greatest recession of 
recent months has been in the automobile industry, out
put of passenger cars and trucks in the United States 
decreasing from 425,000 in August to 165,000 in Decem
ber. Reduction in the manufacture of automobiles is 
usual at the end of the year, when plants close for 
inventory taking and repairs, but in December 1926, the 
decline was considerably larger than usual. Production 
of iron and steel has also been sharply reduced since the

Index Numbers of Production of Manufactures and Minerals,
Adjusted for Seasonal Variations. (1923-25

average — 100 per cent).

middle of autumn, and activity in the woolen and 
worsted and silk industries has been somewhat curtailed. 
Production of lumber, cement, and other building ma
terials has reflected the usual winter decrease in demand. 
Cotton consumption, on the other hand, was larger than 
in any previous December. Factory employment and 
payrolls declined further in December, reflecting de
creases in nearly all industries except cotton goods, cloth
ing, foundries and machine shops, and printing and 
publishing.

The value of building contracts awarded in December, 
as in November, was larger than in the corresponding 
period a year earlier, but for the first three weeks of 
January contracts were in smaller volume than during 
the same weeks of 1926. This decline in January was 
largely concentrated in the New York and Atlanta Fed
eral Reserve districts, where building was unusually ac
tive a year ago. Residential contracts were smaller in 
December than a year earlier in nearly all districts, the 
increase in the total for the month being in other types 
of building.

T r a d e

Retail sales during the holiday trade in December 
exceeded all previous records. Sales of department 
stores were approximately 3 per cent larger than in 
December of last year, and sales of mail order houses, 
while slightly smaller than in 1925, were larger than in

TER CENT.

Price Indexes of United States Bureau of Labor Statistics
(1913 average — 100 per cent).
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PfflCENT

Index of Sales of 359 Department Stores, Adjusted for Seasonal 
Variations and Unadjusted (1919 = 1 0 0  per cent).

the corresponding month of any other year. Sales at 
wholesale, on the other hand, declined in December and 
were smaller than a year ago in practically all leading 
lines, except shoes. Merchandise stocks carried by de
partment stores were reduced slightly more than is usual 
in December and were somewhat smaller at the end of 
the month than in 1925, and wholesale stocks were also 
slightly smaller than a year ago.

Freight car loadings showed about the usual seasonal 
decline in December, with shipments of all groups of com
modities, except coal and merchandise in less than car 
load lots, in smaller volume than a year earlier.

P rices

Wholesale prices declined further in December, and 
the Bureau of Labor Statistics index at 147 for that 
month was at the lowest level since the middle of 1924. 
Prices of agricultural products, which declined consid
erably in October and November, increased slightly in 
December, owing to advances in prices of grains and 
cattle. In the first three weeks of January there were 
further increases in grains, and advances also in cotton, 
hogs, and flour. Prices of non-agricultural products de
clined in December owing chiefly to decreases in bitumi
nous coal, clothing materials, nonferrous metals, and 
building materials. In  January iron and steel prices 
were slightly reduced and there were further declines 
in bituminous coal and nonferrous metals, while prices 
of cotton goods and coke advanced.

B a n k  C redit

A t the Reserve Banks during the four weeks follow
ing the peak of the seasonal currency demand, there 
was a return flow of Federal Reserve notes and other 
cash from  circulation amounting in the aggregate to 
about $400,000,000. This return flow of currency was 
in about the same volume as a year ago, and, together 
with substantial gold imports, was reflected in a reduc
tion of the volume of Reserve Bank credit in use to a 
level on January 19 lower than at any time since the 
summer o f 1925.

Loans and investments of member banks in leading cit
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ies, after increasing to a record level at the end of the 
year, declined sharply in January. Commercial loans, 
which had reached their seasonal peak in November, were 
in the middle of January about $200,000,000 below the 
maximum figure but still more than $300,000,000 above 
the level o f a year ago. Loans on securities of the re
porting banks also declined after the turn of the year 
following a large increase in December and were slightly 
smaller than in January of last year.

Money Market
Changes in money rates during the past month have 

reflected chiefly year-end conditions very similar to those 
o f a year previous, except for the additional factor of 
large gold imports in January. Call loan rates after 
advancing to a maximum of 6 per cent near the end of 
December, declined early in January to 4 per cent. 
Smaller declines occurred in time money, commercial 
paper, and acceptance rates. The following table indi
cates the changes during the past month and also com
pares present money rates with those of a year ago.

Money Rates at New York

Jan. 28 
1926

Dec. 27 
1926

Jan. 28 
1927

*4 *5 }/2— 6 *4
Time Money— 90 d a y ........................................... 4 H
Prime Commercial Paper..................................... 4 H 4— 4 %
Bills— 90 day unendorsed.................................... 3 H — 3H 3% — 3% 3 y8— 3%
Treasury Certificates and Notes

Maturing March 15........................................... 3.35 2.97 3.40
Maturing June 15.............................................. 3.32 3.02 3.31

Federal Reserve Bank of New York—
Rediscount R ate................................................ 4 4 4

Federal Reserve Bank of New York—
Buying Rate for 90 day Bills.......................... 3Y% 3 X 3 H

*=* Prevailing rate for preceding week.

Changes in currency in circulation continued to have 
an important influence on the New York money market. 
The amount of currency in use throughout the country, 
following an increase of at least $300,000,000 from No
vember 15 to Christmas declined more than $450,000,000 
during the subsequent month, which reduced the amount 
in circulation to the lowest level in a year. Gold imports
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from Canada, France, and other countries, in the first 
28 days of January, totaled $55,000,000.

The crediting of a considerable amount of returned 
currency and most o f the imported gold to member 
banks in this district, together with a reduction of 
$40,000,000 in the reserve requirements of leading New 
York City banks, as temporary needs for year-end funds 
passed, resulted in the retirement by January 26 o f more 
than $175,000,000 of loans at the Federal Eeserve Bank 
of New York.

The diagrams above show call loan rates, bill and 
security holdings o f the New York Eeserve Bank and 
the System, and estimated currency circulation in the 
United States during December and January, compared 
with the corresponding period a year ago. Call money 
rates and the New York Eeserve Bank’s bill and security 
holdings showed approximately the same movement in 
both years. The average level of total bills and securities 
has been slightly higher this year, due to considerably 
larger holdings of acceptances. For the System as a 
whole, however, total bills and securities are under last 
year due largely to gold imports. Currency require
ments are now approximately the same as a year ago.

M ember  B a n k  Credit

Loans on stocks and bonds by member banks in the 
Second District showed the usual sharp increase at the 
end of the year, partly replacing a temporary reduction 
in loans to brokers placed in New York for correspondent 
banks in other districts. The increase during the month 
ended January 5 amounted to about $300,000,000, but a 
reduction o f about $200,000,000 occurred in the follow
ing two weeks. Commercial loans declined gradually 
from the high level of December first, but changes in 
total loans and investments in this district reflected 
chiefly the movement of security loans.

B ill M arket

Although dealers’ purchases of bills in the first part 
of January were heavy, the demand, owing to excep
tionally large buying orders for foreign account, sub
stantially exceeded the supply, particularly in the 90 
day maturity. Eeflecting this condition and the general 
ease in money rates which developed after the turn of 
the year, dealers reduced rates on bills o f 60 days to 6

months maturity by %  per cent, making the offering rate 
on 90 day unindorsed bills 3%  per cent, the lowest since 
August. Following this reduction, the supply o f bills 
continued large, but the demand was rather light except 
for irregular buying of a substantial nature for  foreign 
account, and some dealers advanced rates on 90 day 
bills Ys per cent, so that toward the close o f the month 
this maturity was offered at a range of 3%  to 3%  
per cent.

Com mercial P aper M arket

A  good bank investment demand together with larger 
supplies of paper contributed to a more active commer
cial paper market in January. Eates on prime names 
generally eased ^  per cent to 4%: per cent, and in the 
Middle West where the best buying demand originated, 
a considerable amount of paper was sold at 4 per cent. 
Borrowings o f commercial and industrial concerns in 
the open market increased following the turn of the year 
as has been the experience in past years, but were gener
ally reported as somewhat smaller than in January 1926. 
This was in keeping with reports on paper outstanding, 
which totaled $526,000,000 for  26 dealers at the end of 
December, an amount 15 per cent smaller than a 
year ago.

Gold Movement

W ith the receipt of $17,000,000 during December, im
ports of gold for the year 1926 reached a total of nearly 
$213,500,000. Exports o f $7,000,000 brought the export 
total up to $115,700,000. For the entire year there 
were net imports o f slightly under $97,800,000, as com
pared with net exports of $134,000,000 in 1925, but, 
with the exception o f 1925, net imports o f gold in 1926 
were the smallest in any year since 1920.

Of the exports during December, $5,000,000 went to 
Germany, continuing the movement o f earmarked gold 
to the Eeichsbank, and $1,000,000 was shipped to the 
Dutch East Indies. Imports included $5,000,000 each 
from China and Chile, $4,000,000 from  Japan, and 
$1,000,000 from  England.

The most important movements o f the year have been 
as follows: the import of $83,000,000 from  Canada and 
the export of $42,000,000 to that country in consequence
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of seasonal fluctuations in exchange; the import of 
$5.1,000,000 from Australia; the import of $24,000,000 
from Mexico, largely due to special shipments by the 
Bank of Mexico, and partly offset by exports of 
$6,000,000; the import of $21,000,000 from Chile, chiefly 
from the Central Bank of Chile for the creation of a 
reserve in New Y ork ; the import of $14,000,000 from 
Japan, sent by the Japanese Government for the sup
port of its exchange; and the export of $48,000,000 to 
Germany, consisting chiefly of earmarked gold belonging 
to the Reichsbank.

In  January, following the decline of Canadian ex
change below the gold shipping point, there was an 
earlier and heavier gold movement from  Canada than 
in either o f the two previous years. This movement 
amounted to $37,500,000 in the first 28 days o f January. 
In addition, gold imports at the Port of New York 
amounted to $17,700,000, including $14,700,000 from 
France and $2,600,000 from  Chile, and exports totaled 
$14,500,000, of which $12,500,000 went to Germany.

Security Markets

Industrial stocks continued in January the irregular 
decline which began late in December and at the end of 
the month representative price averages were several 
points below the December high levels. Railroad shares, 
however, showed increased activity and advanced slightly 
higher than in December.

The bond market was very active and strong. Corpo
ration bond averages advanced almost a point further to 
the highest levels since 1913, and foreign bonds on the 
average were quoted at the highest prices since the War. 
Most of the United States Government long term obliga
tions sold at the highest prices since they were issued. 
The recent strength in the bond market is shown in the 
accompanying diagram.

the increase for the past month were larger amounts of 
industrial and public utility financing, and a rise in 
state and municipal issues, including an offering of 
$60,000,000 City of New York 4%  per cent corporate 
stock. The longer maturity of this issue sold on a 4.09 
per cent yield basis, compared with a yield of 4.15 per 
cent for  a similar issue dated last February.

New Financing in 1926
New securities, other than refunding issues, offered 

in the United States during 1926 reached a total of 
$6,311,000,000, the largest amount issued in any year 
on record, though only $87,000,000 larger than in 1925. 
Municipal and farm loan financing continued to decrease 
and the total of $1,402,000,000 was $123,000,000 smaller 
than a year previous. Foreign financing arranged in 
this country was slightly larger than in 1925. The fo l
lowing table gives the totals of foreign issues offered 
in this country in recent years, and also indicates a ten
dency for governmental issues to be replaced by cor
porate borrowing.

(In millions of dollars; refunding issues excluded)

1 9 2 2 1 9 2 3 1 9 2 4 1 9 2 5 1 9 2 6

5 5 3 2 2 1 7 1 2 5 9 9 5 5 2
1 2 1 5 4 2 9 3 4 9 6 6 0 3

6 7 4 2 7 5 1 ,0 0 5 1 ,0 9 5 1 ,1 5 5

Corporate security issues, including domestic and for
eign, showed an increase of about $250,000,000 over 1925. 
The increase was chiefly in long term bond issues, though 
common stock flotations continued to increase, Pre
ferred stock issues were considerably below the excep
tionally large total for 1925, and the volume of short 
term bond and note issues declined further. Borrow
ings by public utility and industrial companies showed 
large increases over previous years, but realty issues 
showed little change from the large total of 1925, and 
railroad financing continued to decrease. The composi
tion of corporate financing during 1926 by type of securi
ties and by type of companies is shown in the accompany
ing diagram.

4 ,3 5 7 4 .3 5 7

COMMON STOCK 

PREFERD STOCK
SHORTTERM v 

BONDS &  NOTES'^

LONG TERM 
BONDS &  NOTES

Monthly Average Prices of Liberty Bonds, Domestic Corporation 
Bonds, and Foreign Government Bonds in Per Cent of Par.

January Estimated from Figures for First 27 Days.

As is usual in the first month of the year, new security 
offerings increased substantially and the total was larger 
than a year ago, and not far from that of January 1923, 
which was the largest on record. The chief elements in

4,100 '
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333
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The closing days of 1926 were marked by general 
strength in the European gold exchanges; in January 
this tendency was continued in sterling, but reversed in 
most of the Continental rates. Sterling, though stronger 
than in December, did not reach the levels of January
1926, but this fact is hardly surprising in view of the 
relative position of the New York and London money 
markets during the past month as compared with the 
same period a year ago. The Continental gold exchanges 
were rather heavy, particularly German marks, Dutch 
florins, Swedish crowns, and Swiss francs.

Among the unstabilized European rates, movements 
were diverse. French francs, since the last wTeek in De
cember, have continued to fluctuate in a narrow zone, the 
range for the first three weeks of January being between 
3.98 cents and 3.94 cents. Italian lire declined from 4.51 
cents at the beginning of the month to 4.28 cents on the 
25th; while Spanish pesetas, above 16.50 cents on the 
27th, rose to the highest levels since July 1920.

The Canadian dollar, which was over parity in early 
December, declined to 99.81 cents on January 11, giving 
rise to substantial gold shipments to New York. A r
gentine pesos showed little change, but milreis, after a 
decline below 11.50 cents early in the month, recovered 
a part o f the loss.

Among the Asiatic rates, the silver exchanges were 
strong, accompanying a rise in the price of silver above 
57 cents, to the highest quotation since early October. 
Rupees maintained the recovery effected in December, 
but yen were rather heavy.

Changes in Central Bank Discount Rates

Easier money in European markets was reflected in 
reductions in the discount rate of banks of issue in the 
following countries:

T h e  F o r e i g n  E x c h a n g e s

Date of Change Rate Change
Latvia.............................................................. Jan. 1, 1927 

Jan. 11, 1927 
Jan. 12, 1927 
Jan. 18, 1927

to 7 from 8 
to 5 from 6 
to 6 x/z from 7 
to 6 y  from 7

Germany..........................................................
Belgium...........................................................
Austria.............................................................

The Imperial Bank of India raised its rate from 4 
per cent to 5 per cent on the first of January, and to 6 
per cent on the 13th of the month.

Foreign Trade

The value of our foreign merchandise trade declined 
during December and was slightly less than a year ago. 
Exports valued at $467,000,000 were only slightly smaller 
than in December 1925, but imports valued at $361,000,-
000 were $36,000,000 smaller. Exports of grain were sea
sonally smaller, both in volume and in Â alue, than in 
November, but considerably larger than in December 
1925. In actual volume, cotton shipments abroad were 
the largest for any month since November 1912. but in 
value were smaller than those of the previous month or 
of a year ago. Quantity imports of raw silk and crude

rubber were below the high figures in November, and 
together with coffee imports were also below December 
1925.

Total exports for  the calendar year 1926 amounted to 
$4,810,000,000, or slightly less than in 1925, due largely 
to lower prices, while imports valued at $4,432,000,000 
were larger than in the previous year. Consequently, 
the favorable balance of $378,000,000 was the smallest, 
excepting 1923, since 1914. The decline of over $200,- 
000,000 in the value of cotton exports more than ac
counts for the loss in total exports. Meat exports also 
showed a decline, but grain shipments, despite the very 
low figures in the first half of the year, were about 
equal to those of 1925. Automobile exports, including 
passenger cars, trucks, and busses, were larger than in
1925, and finished manufactures as a whole showed a 
gain of over $100,000,000. Bituminous coal exports in
1926 were more than double those of 1925 and petroleum 
products also showed a considerable increase. Imports 
of all economic groups except manufactured foodstuffs, 
including sugar, were larger than in 1925. Quantity 
receipts of raw silk, crude rubber, and coffee were from 
3 to 10 per cent larger than in the preceding year.

Wages and Employment
Wage rates paid to unskilled labor at the beginning of

1927, as reported to this bank by representative employ
ers, showed only slight change from  those o f six months 
ago. The average hourly rate showed a small reduction 
for the first time in two years, but owing to slightly 
longer schedules o f working hours than in the summer, 
the average weekly wage remained the same as last July.

The railroads reported difficulty in securing enough 
track labor, especially in the vicinity of New York, but 
manufacturing industries reported a surplus of unskilled 
labor in many localities, and of skilled labor also in some 
cases. The rate of turnover in factories tended to be 
somewhat lower than a year ago. Further evidence of 
this appears in the ratio of “ voluntary quits’ ’ to num
ber employed as reported to the Metropolitan Life In 
surance Company,— the December ratio was the lowest 
since the end of 1924.

Reports of State and Federal Labor Departments 
showed a further decline in factory employment from 
November to December in New York State and through
out the country. There were further reductions in work
ing forces in the iron and steel and automobile indus
tries, in addition to seasonal curtailment in building 
materials, and the general level of factory employment 
was about 3 per cent lower than in December 1925.

Indexes of Business Activity

Retail distribution of merchandise in December was at 
a high level even for the time of year, but the indica
tions of other measures of business were somewhat mixed. 
Car loadings, foreign trade, advertising, and employ
ment were somewhat smaller than in November, after 
allowance for the usual seasonal variations, while bank 
debits, stock trading, and postal receipts showed 
increases.
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Two of the best indicators of general business condi
tions— loadings of merchandise and miscellaneous 
freight, and bank debits in 140 centers outside of New 
York— which have shown very similar movements in 
recent years, are shown in the accompanying diagram. 
Both of these indicate a moderate decline toward the 
end of 1926 to a level somewhat below that of a year 
previous.

TER CENT.

1925 1926

Dec. Oct. Nov. Dec.

Primary Distribution
Car loadings, merchandise and misc. r .. . I l l  r llOr 108r 105r
Car loadings, other..................... ................ 106 107 113 112

89 92 96 92 p
124 124 124 117 p

Grain exports................................................ 47 71 70 63
Panama Canal traffic.................................. 104 84 84 84

Distribution to Consumer
Department store sales, 2nd D ist............ 100 105 102 107

102 99 98 101
Mail order sales........................... ................. 134 119 120 138
Life insurance paid for ................................ 113 109 117 121
Real estate transfers................... ................. 126 102 100
Magazine advertising.................................. 102 108 111 io3
Newspaper advertising............................... 108 111 108 103

General Business Activity
106 108Bank debits, outside of N. Y . C ity ......... 111 113

Bank debits, New York C ity ........... .. 122 122 112 126
Bank debits, 2nd Dist. excl. N. Y . C ity. 100 108 102 103
Velocity of bank deposits, outside N. Y .

100 99 101C ity ..............................................................
Velocity of bank deposits, New York City

105
115 129 115 124

Shares sold on N. Y . Stock E xchange*.. 207 189 146 195
108 98 98 105

Electric pow er............... ............................... 112 117 113
io ipEmployment in the United States........... 104 103 102

Business failures........................................... 101 107 111 110
Building permits.......................................... 160 169 137 158
New corporations formed in N. Y . State 127 122 112 114

General price level....................................... 188 186 185 186

Building
The building industry closed the year 1926 at a high 

level of activity, according to the F. W . Dodge Corpora
tion’s reports. December awards of building and engi
neering contracts were 10 per cent larger than in No
vember and 2 per cent larger than a year ago. In the 
New York and Northern New Jersey district, contract 
awards were the largest on record, and, although the 
increase was due partly to the inclusion in the month’s 
figures of contracts for a large amount of subway con
struction in New York City, all principal classes of 
building with the exception of residential, compared 
favorably with a year ago.

For the year 1926, the volume of construction, as in
dicated by contracts let, was 6 per cent larger than in
1925, and was the largest for any year on record. This 
increase occurred despite a decrease of about 4 per cent 
in residential building, as is indicated in the accompany
ing diagram. Construction of public works and utilities 
and of commercial and industrial buildings has had an 
important influence in the maintenance of a large total 
of construction during the past year.

6,117

Indexes of Merchandise and Miscellaneous Freight Loadings and of 
Bank Debits Outside of New York City, Adjusted for Sea

sonal Variations and Year to Year Growth, and in 
the Case o f Bank Debits, for Price Changes.

Various indexes of business in per cent of trend, with 
allowance for seasonal variations, and, where necessary, 
for price changes, are shown below.

(Computed trend of past years=1CM3 per cent)

1 9 2 3 192.4- 1 9 2 .5 1 9 2 6

*==Seasonal variations not allowed for.
p=Preliminary. r=Revised.

Building and Engineering Contracts Awarded in 36 States, 
Classified by Type of Project. (In millions 

of dollars.)

The volume of building permits reported to S. W . 
Straus & Company in December was 2 per cent smaller 
than a year previous, and the total for the completed 
year was 5 per cent below 1925. The divergent tenden
cies of these figures and those for building contracts may 
be explained by the inclusion in permit figures of a 
larger proportion of residential building and the ex
clusion of important engineering projects. Residential 
building was the only class of construction to show a 
material reduction during the past year.

Production
Production in a majority of basic industries declined 

somewhat further in December, even after allowance for
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the usual seasonal changes. The average daily output 
of pig iron was the smallest for any month of 1926, and, 
as was the case with steel ingot production, was sub
stantially smaller than a year previous. Considerably 
more than the usual seasonal curtailment occurred in 
the automobile industry and December production of 
passenger cars and trucks was the smallest since early 
in 1922 and nearly 50 per cent below the total o f Decem
ber 1925. More active operation has been resumed in 
January. Domestic consumption of cotton was the 
largest ever recorded for  any December, but silk and 
woolen mill activity was curtailed.

In the following table are given this bank’s indexes 
of production in which allowance is made for seasonal 
variation and year-to-year growth.

(Computed trend of past years=100 per cent)

1925 =
100.%

Producers' Goods
Pig iron .........................
Steel ingots...................
Bituminous coa l..........
Copper, U .S . mines. .
Tin deliveries...............
Z inc................................
Petroleum.....................
Gas and fuel oi l . . . . . .
Cotton consum ption.. 
Woolen mill activity*.
Cement..........................
Lumber..........................
Leather, sole................
Silk consumption*-----

Consumers' Goods
Cattle slaughtered................
Calves slaughtered...............
Sheep slaughtered.................
Hogs slaughtered...................
Sugar meltings, U. S. ports.
Wheat flour............................
Cigars.......................................
Cigarettes................................
Tobacco, manufactured. . . .
Gasoline...................................
T ires. .......................................
Newsprint...............................
Paper, to ta l............................
Boots and shoes.....................
Anthracite coa l......................
Automobile, a ll......................
Automobile, passenger.........
Automobile, truck.................

1925 1926

Dec. Oct. Nov. Dec.

112 I l l 108 105
123 107 103 105
116 109 129 128p
103 109 114 105
109 96 124 112
113 118 116 115
116 119 124
107 98 100
106 98 102 i i o
96 103 102 99 p

124 126 123 120
113 104 99 113p
68 74 79 80

122 130 129 107

108 101 101 102
132 102 107 115
104 102 105 123
80 90 82 76

184 144 126
97 93 86 '94
98 111 119 100
82 70 69 72

100 101 101 101
135 142 148
141 127 119
120 125 129 i i9
95 86 93 89
95 100 95 98 p
** * 98 90 97 p

149 112 105 78
153 112 104 73
132 110 110 101

*=Seasonal variation not allowed for. * * = Strike. p = Preliminary.

Wholesale Trade
Sales o f representative wholesale dealers in this dis

trict, which in ten of the first eleven months of 1926 had 
averaged smaller than a year previous, continued in the 
final month of the year to show a substantial reduction. 
For the year as a whole, a weighted average of sales in 
all reporting lines shows a reduction of 8 per cent from  
sales in 1925. Lower prices, especially for  textiles, were 
probably responsible for a part, but not all, o f the 
decline.

Most o f the larger declines in December sales com
pared with those o f a year ago were in clothing and tex
tiles, and, as the accompanying diagram shows, the same 
was true for the year as a whole. The women’s clothing 
business showed the most unfavorable comparisons with 
1925, due partly to labor troubles, but sales of m en’s 
clothing, cotton goods, and silk goods also were consid-

P A P E R  I 

S T A T IO N E R Y  I 

D I A M O N D S  I 

D R U G S  I 

S H O E S  I 

MACHINE T O O L S  !

JEWELRY I 
GROCERIES I 

HARDWARE I 

SILK GOODS ! 
MENS CLOTHING- 

COTTON-JOBBERS I 

COITON-COMMISStONl 
WOMENS C0AT5-SUIT51 

WOMENS DRESSES |

Sales of Representative Dealers in Various Lines of Wholesale 
Trade during 1926 Compared with 1925.

erably smaller. Shoe sales, however, continued the ten
dency o f most preceding months of 1926 and were larger 
in December than a year previous.

Machine tool sales in December, as in other recent 
months, were considerably smaller than a year previous, 
though substantial increases had been reported in the 
earlier months o f the year. Sales of groceries, drugs, 
stationery, and diamonds also showed declines in the 
later months of 1926, following increases in the first half 
of the year. Hardware sales, on the other hand, were 
larger in December than a year previous, after decreases 
had been reported in most previous months o f 1926.

Stocks on hand at the close of the year continued con
siderably larger than in 1925 in silk goods, and some
what larger in hardware and jewelry and diamonds. A  
slight increase was shown in jobbers’ stocks of cotton 
goods, but shoe stocks remained much smaller.

Commodity

Groceries.........................
Men's clothing..............
Women’s dresses...........
Women’s coats and suits 
Cotton goods-Jobbers.. 
Cotton goods-Commis-

sion..............................
Silk goods.......................
Shoes...............................
Drugs...............................
Hardware........................
Machine tools................
Stationery.......................
Paper...............................
D iam onds.................
Jewelry............................

Weighted A verage...

Percentage Change 
December 1926 from December 1925

Net
Sales

—- 6. —21. 
— 23. —23. — 0.
— 16. —12. 
+  5.
—  7. 
+  4. 
— 15.— 8. 
+ 0. 
— 13 
—  3. —11.

Stock 
end of 
month

—  1.4

+ 2.1

+ 11 .4*
— 13.0

+ 7.4

+  4 .6

Collec
tions

-1 4 .7
-10.4

5.3
1.5

• 4 .5  
0 .7

— 1.1
6 .4
5 .4
6.5  
6.8

A cct’s
Receiv

able

—  7 .8  
+  0 .4

—  5.6  
— 12.3

— 8.1
—  5.4

+ 5-7
— 5 .7  
— 19.2
• +  4 .8
—  4 .5

Percentage Change 
in Net Sales

Dec.
1926
from
Nov.
1926

— 8.2 
— 27.4 
+ 5 5 .0  
— 29.1 
— 11.4

+  4 .3  
+  7 .2  
+ 1 1 .4  
— 27.1 
+  9 .0
—  4 .3  
+  1.4
—  1.7 
— 17.1
—  9 .4
—  3.7

Year
1926
from
Year
1925

— 2.6
—  7.5  
— 26.3 
— 25.5
—  9.1

— 11.4
—  6 .7  + 2.0 
+  2 .4— 2.8
—  1.4 
+  4 .0  
+  5 .0  
+  3 .5
—  2.5
—  7.9

*=  Quantity not value.
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According to final reports, December department store 
sales were 4 per cent larger than a year ago, a slightly 
smaller increase than was indicated by business of the 
first 24 days of the month. Apparel store sales increased 
nearly 5 per cent, but sales of mail order houses fell 
slightly below the high level of December 1925. For 
the first time in two years department store stocks at 
the end of month showed no increase over a year pre
vious.

Total sales of department stores for the year 1926 were
4 per cent larger than in 1925, compared with increases 
of 5y2 and 4y2 per cent in the two previous years. Sales 
of apparel stores and mail order houses increased 6 and
5 per cent respectively.

D e p a r t m e n t  S t o r e  B u s i n e s s

Locality

New Y ork ...................
Buffalo........................
Rochester...................
Syracuse......................
Newark.......................
Bridgeport..................
Elsewhere...................

Northern N. Y . State 
Central N. Y. State.. 
Southern N. Y . State 
Hudson River Valley 
Capital D istrict.. .  
Westchester...........

All department stores..

Apparel stores. . . .  
Mail order houses.

Percentage Change 
December 1926 from December 1925

Net
Sales

+  3. 0
—  1. + 2. +10. 
+  9. 
+  3. 
—  0. + 6. 
+  3. + 2. 
—  4. 
+ 19 .

+  4 .3

+  4 .8  — 0.6

Stock 
End of 
Month

+ 1.2
—  6.3  
+  3 .4  
— 14.2— 2.6 
+  3.4 
+  1.9

0.1
+16 .9

Collec
tions*

— 0.2 
+  2 .4  
+  9 .5

+  9*9

—  0’4

+ 2.6

A cc’ts
Receiv
able*

+10.6 + 1.6 +22.0
+i3!8
+•' 5! 8

+11.1

Percentage 
Change 

Year 1926 
from 

Year 1925

Net

+  3 .7  — 2.0 
+  4 .4
—  2 .3  + 8.0 +11.2 
+  3.4
—  1.9 
+  3.6 + 2.0 + 6.1— 1.0 
+ 15 .6

+  3.9

+ 6.2 
+  5 .0

Stock
on

Hand

+ 2.6 
+  0 .4  + 2.2 
—  5.3  
+  7 .5  
+  4 .4  
+  3 .5

+ 2.8
+ 1 3 .6

Department

Percentage Change 
in Net Sales

Percentage Change 
in Stock on Hand

Dec. 
1926 , 
from 
Dec. 
1925

Year
1926
from
Year
1925

Dec. 31, 
1926 
from 

Dec. 31, 
1925

Year
1926
from
Year
1925

S h oes .................................................................. + 2 5 .3 +  9 .4 —  0 .3 —  0.1
Furniture............................................................ + 1 2 .7 + 1 4 .0 +  3 .6 +  7.2
Men’s and Boys’ wear..................................... + 1 2 .6 +  5.1 +  6.2 +  5.4
Books and stationery...................................... + 1 2 .2 + 1 5 .0 — 14.2 +  1.4
Hosiery................................................................ + 12 .1 +  8 .2 —  2.9 +  1.6
Women’s ready-to-wear accessories............. + 1 1 .3 +  5 .4 —  2.9 —  5.9
Men’s furnishings............................................. +  8 .8 +  6 .5 +  3.0 —  0 .2
Toys and sporting goods................................ +  8 .2 + 1 1 .8 —  5.4 +  4 .2
Luggage and other leather goods................. +  6.1 +  6.4 —  6.3 +  7.7
Women’s and Misses’ ready-to-wear........... +  4 .9 +  3.1 +  4 .9 —  4 .4
Home furnishings............................................. +  3 .8 +  4 .7 +  5 .6 +  3 .7
Linens and handkerchiefs.............................. +  3 .6 + 11 .4 +  1.8 —  0.1
Toilet articles and drugs................................ +  1 .6 +  7.2 —  0 .7 +  4 .7
Silverware and jewelry.................................... +  1.2 +  3.4 —  0 .7 +  4 .8
Cotton goods..................................................... +  0 .9 +  2.3 —  5.7 —  3.4
Silks and velvets.............................................. —  2 .2 —  0.4 —  6.5 —  1.4
Musical instruments and radio..................... —  3 .6 — 26.9 —  7 .4 —  6 .3
Woolen goods.................................................... — 19.5 — 24.1 — 44.5 — 29.9
Miscellaneous..................................................... —  1.2 —  2 .7 — 15.3 — 10.3

and stationery, m en’s and boys’ wear, and hosiery. The 
increases in total sales for the year compared with those 
of 1925 were especially large in books and stationery 
and furniture, and all other leading departments except 
silk and velvets, woolen goods, and musical instruments 
and radio apparatus showed at least moderate increases. 
The substantial reduction in radio sales followed a very 
large increase in 1925.

Chain Store Sales
Aggregate December sales of chain stores in this dis

trict were 14 per cent larger than a year ago, one of the 
smallest increases reported in recent months. The in
crease in average sales per store, however, was larger 
than in most months of 1926, and in shoe chains it was 
the largest in more than two and a half years.

Total sales for the year increased 17 per cent over 
1925 due mainly to the large increases in sales of gro
cery, variety, and drug stores which have each month in 
the year shown larger gains than the other types of 
stores. Moderate increases were reported for the year in 
all other lines, but, as the accompanying diagram shows, 
only in variety, grocery, and ten cent systems did the 
increases in sales exceed the expansion in number of 
stores in operation.

T O T A L  S A L E S
1 9 2 5 =____________ toofr

NUM BER  o f  STORES
1925= 100 %

*=Exclusive of instalment accounts.

The rate of turnover for the year was slightly higher 
than in 1925, although for the first half year it had been 
running somewhat behind a year ago. In the case of 
apparel stores, due to the considerably larger increase in 
stocks than sales, the turnover was not so high as last 
year.

In December for the second consecutive month the 
largest increases were in sales of shoes, furniture, books

CANDY

Total Sales and Number of Units Operated by Chain Store Systems 
in 1926 Compared with 1925.

New stores opened ordinarily have smaller sales for 
some time than the established units. Consequently in 
variety and grocery chains where the opening o f new 
units proceeded less rapidly than in 1925, sales per store 
averaged larger in 1926, and the increase in total sales 
was larger than in the number of stores operated. In 
drug, tobacco, and candy chains, the opening of new 
stores was more rapid in 1926 than in 1925, sales per 
store averaged smaller, and the increase in total sales was 
smaller than in the number of units operated.

Type of Store

Percentage Change 
December 1926 from 

December 1925

Percentage Change 
Year 1926 from 

Year 1925

Number
of

Stores
Total
Sales

Sales
per

Store
Total
Sales

Sales
per

Store

Variety............................................... + 1 2 .9  
+ 3 0 .6  
+  9 .0

+ 2 5 .2 + 1 0 .9  
—  8 .4

+ 2 5 .2 +  8 .2  
—  2.8+ 1 9 .7 + 2 0 .8

+ 1 7 .5 +  7 .9 + 2 1 .8 +  6 .7  
—  6.6+ 1 0 .4 + 1 4 .6 +  3.9 +  6.1

+  7 .7 +  9 .0 +  1.1 +  9 .3 +  2.7
+  5 .4 +  4 .8 —  0 .5 +  8 .6 —  1.6
+  4 .7
+  8 .8

+  2.4 —  2 .2 +  4.1 — 10.2
+ 1 4 .2 +  4 .9 + 1 7 .4 +  3 .5

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1, 1927



MONTHLY REVIEW
o f  C r e d i t  a n d  B u s i n e s s  C o n d i t i o n s

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York March 1, 1927

Business Conditions in the United States

I NDUSTRIAL activity has been slightly larger since 
the turn of the year than at the close of 1926. 
Seasonal liquidation of Reserve Bank credit has 

been in unusually large volume owing chiefly to the 
inflow of gold from abroad, and conditions in the money 
market have been easy. Wholesale prices have continued 
to decline.

P r o d u c t io n

Output of factories was larger in January than in 
December but smaller than in January 1926 or 1925. 
Mineral production, though somewhat below the Decem
ber level, continued in unusually large volume, reflecting 
the maintenance o f production of bituminous coal, crude 
petroleum, and copper. Manufacture of iron and steel, 
which was sharply curtailed in December, increased in 
January and February. Automobile output was in
creased considerably from the unusually low level of 
production reached last December, but the number of 
passenger cars produced since the beginning of the year 
has been smaller than for the corresponding period of 
the past four years. The textile industries have con
tinued active since December without, however, showing 
the usual seasonal increase.

Building contracts awarded in 37 states during the 
first seven weeks of the year were smaller in value than

PER CENT.

Index Number of Production of Manufactures and Minerals
Combined, Adjusted for Seasonal Variations

(1923-25 average ~  100 per cent).

those for the same period of 1926. Decreases have been 
largest in New York and in the New England, South
eastern, and Northwestern states, while increases oc
curred in the Middle Atlantic and Central Western 
states. By types of building, contracts awarded for resi
dential and industrial building in January showed large 
reductions as compared with December and with January 
.1926, while contracts for commercial buildings were 
larger than a month or a year ago.

T r a d e

Retail trade showed more than the usual seasonal de
cline between December and January. Sales o f depart
ment stores were in about the same volume as a year 
ago, while those of mail order houses were 7 per cent 
smaller. Wholesale trade declined in nearly all leading 
lines in January and was considerably smaller than a 
year ago. Inventories of department stores were re
duced less than is customary, and at the end of the 
month were in about the same volume as in January
1926. Stocks of merchandise carried by wholesale firms 
increased slightly, but continued in smaller volume than 
in the corresponding month of the previous year. 
Freight car loadings declined by somewhat more than 
the usual seasonal amount between December and J anu
ary, but, owing chiefly to heavier shipments of coal this 
year, weekly loadings since the beginning of the year

TERCZNT.

Price Indexes of United States Bureau of Labor Statistics
(1913 average =  100 per cent).
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M onthly A verages o f W eekly F igures for M em ber Banks in 101 
Leading Cities. Latest F igures are A verages for 

Three W eekly R eport Dates in February.

were larger than for the same period of 1926. Shipments
of merchandise in less than carload lots were also
slightly larger than last year, but those of most basic 
commodities were smaller.

P r ic e s

The general level of wholesale prices declined frac
tionally in January, according to the index of the 
Bureau of Labor Statistics, considerable advances in 
prices of livestock being somewhat more than offset in 
the total by decreases in nearly all other commodity 
groups included in the index. Prices of non-agricultural 
products, as a group, declined to the lowest level since 
early in 1922. In February there were decreases in the 
prices of iron and steel, non-ferrous metals, bituminous 
coal, grains, and hides, while prices of cattle, sheep, cot
ton, and gasoline increased.

B a n k  C r e d it

Commercial loans of member banks in leading cities 
continued to decline during the four weeks ended Feb
ruary 16, although at a less rapid rate than in earlier 
weeks, and in the middle of February the volume of 
these loans was about $270,000,000 below the seasonal 
peak reached in the middle of November, though about 
$200,000,000 above last year’s level. Loans on securities 
also declined during the period, while the banks’ invest
ment holdings increased somewhat.

The volume of Reserve Bank credit remained during 
the four weeks ended February 23 near the low level 
reached at the end of January. Liquidation of Reserve 
Bank credit since the high point of last December has 
been in excess of $500,000,000, the unusual extent of thk 
reduction being due chiefly to the large inflow of gold 
from abroad. Total bills and securities of the Reserve 
Banks on February 23 were about $200,000,000 smaller 
than on the corresponding date of last year.

Easier money conditions in February were reflected 
in a decline in the rate on prime commercial paper from 
1 -4 1 4  per cent to 4 per cent after the first week of the 
month.

M onthly A verages o f Daily F igures for 12 Federal R eserve Banks. 
Latest F igures are A verages o f F irst 23 Days in February.

Money Market

The principal influence on the money market since 
the first of the year, aside from ordinary seasonal move
ments, has been the import of about 77 million dollars 
of gold. Exports of gold amounted to about 17 millions, 
blit these consisted principally o f exports to Germany 
of gold which had previously been earmarked and 
hence their export had no effect on the money market. 
The total gold movement has therefore resulted in a net 
gain of over 70 million dollars to the market.

The gold imports were made up largely o f two move
ments, an import of 39 million dollars from  Canada, in 
keeping with the usual seasonal movement, and an im
port of 21 million dollars from France, representing 
part of the gold which the Bank of France had pur
chased from French citizens. There have been no arri
vals from France since February 2— and the discount on 
Canadian exchange which caused the Canadian move
ment has been reduced so that the rate is just above the 
gold shipping point.

In considering the factors which are likely to in
fluence gold movements in the future, more interest at
taches to the import of about $7,300,000 of new gold 
from London. The amount of new gold production 
destined for monetary use, which is sold largely in 
London, amounts ordinarily to about $150,000,000 a 
year, and the distribution o f this gold reflects the rela
tive position of money rates and the exchanges, freight 
rates, and fluctuations in the price of gold in different 
markets.

The movement of $7,300,000 from London to New 
York in 5 shipments in the past six weeks appears to 
represent a coincidence of the sailing of a fast boat with 
unusually low freight rates, a low price of gold in Lon
don, and a low sterling exchange rate on two or three 
separate occasions. In the past two weeks London money
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rates have grown, slightly firmer, sterling exchange has 
risen slightly and as a consequence none of the gold sales 
in London in the past two weeks has been reported as 
destined for this country.

The result to the money market of gold imports in 
January and February has been to accentuate the usual 
seasonal tendency toward easy money. Member banks 
in New York City were able to reduce their borrowings 
at the Federal Reserve Bank to around 60 million 
dollars on February 23, as compared with about 150 
million dollars at this time last year, and member banks 
throughout the system were able to reduce their bor
rowings to about 400 million dollars, compared with 540 
a year ago. Total earning assets of the Reserve System 
on February 23 were approximately one billion dollars, 
compared with 1,200 millions a year ago. The greater 
part of this difference is accounted for by the net gold 
imports during the past 12 months, although there is at 
the present time also a slightly smaller demand for 
currency due to smaller payrolls than a year ago.

A  curious development in connection with the easing 
in money rates which has taken place since the first of 
the year has been a tendency for a greater concentra
tion of rates. Rates above 4 per cent have tended to be 
reduced, while there has been a comparatively small 
amount of money available at rates below 4 per cent.

This tendency is nowhere better illustrated than in 
the commercial paper market and in the bill market. 
Since the first of the year the offering rate on prime 
commercial paper has declined from 4%  to 4 per cent 
and the market for this paper has been excellent. In 
fact the amount of paper available has been inadequate 
to meet the demand, particularly from the interior.

In the bill market, on the other hand, the rates on 
bills are now at approximately the same levels as in the 
early part of January. For a time during the period 
the rate on 90-day bills was reduced to 3%  per cent, 
but due to a lack of demand the rate was later advanced 
again to 3%  per cent. During most of this period the 
supply of bills has tended to be larger than the demand 
and dealers ’ portfolios have been in the neighborhood 
of 90 million dollars, which is considerably above the 
average, until the past few days when there has been 
some reduction in these portfolios.

The much greater concentration of rates than was 
true a year ago is shown by the figures for money rates 
in the following table.

Money Rates at New York

Feb. 25, 1926 Jan. 28, 1927 Feb. 25, 1927

Call Money................................. *5 *4 *4
Time Money-90 day.................. m 4M 4V2
Prime Commercial Paper.......... 4—4 4
Bills-90 day unendorsed............
Treasury Certificates and Notes

3% 3% — 3M 3 —3 M

Maturing March 15............... 3.65 3.40 2.85
Maturing June 15..................

Federal Reserve Bank of New
3.07 3.31 3.15

York Rediscount Rate...........
Federal Reserve Bank of New 

York Buying Rate for 90 day

4 4 4

Bills.......................................... 3Ys 3H 3H

*= Prevailing rate for preceding week.

In connection with the situation in the commercial 
paper market it should perhaps be noted that the limi
tation in the supply of available paper as compared 
with the demand is in part due to a tendency for some 
months past for the amount of paper offered in the open 
market to diminish, due to a number o f causes which 
include competition with direct loans by banks and a 
considerable reduction in the amount of borrowing in 
the textile industry, which has always been one of the 
largest factors in the commercial paper market. Reports 
to this bank of the commercial paper outstanding 
through 26 dealers show total outstandings at the end 
of January at 551 million dollars. This is an increase of 
about 5 per cent from the end of December, in keeping 
with the usual seasonal tendency, but it is about 16 per 
cent smaller than the amount of paper outstanding a 
year ago and there has been a steady decline in the 
amount of paper outstanding as indicated in the accom
panying diagram.

BILLIONS o f DOLLARS

Outstanding Paper o f 26 Com m ercial Paper Dealers.

Rates in the call loan market have been unusually 
steady for the first two months of the year. In fact 
during the past month the renewal rate has not de
parted from 4 per cent except on February 28 when the 
rate was 4V2 per cent. On several days the rate rose 
as high as 4%  or 5 per cent for a short time, or de
clined to 3% . These rates for February represent a 
substantially lower level of rates than were maintained 
during February 1926, when rates of 4V2 to 5 per cent 
prevailed.

M e m b e r  B a n k  C r e d it

Loans on stocks and bonds by reporting member 
banks in this district were reduced about $80,000,000 
further during the four weeks ended February 16, and 
commercial loans continued to decline gradually, but 
investments were increased slightly. Compared with a 
year ago, however, security loans of banks in this dis
trict show a decline of $160,000,000, investments are 
practically unchanged, and commercial loans are 
$190,000,000 higher, whereas reports from member 
banks in other districts show an increase of $140,000,000 
in security loans, and an increase of similar amount in 
investments, but little change in commercial loans.
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Loans to Brokers and Dealers in Securities Placed by New York 
City Reporting Member Banks.

Total security loans of reporting banks in all dis
tricts combined show little change from  a year ago, but 
loans to brokers and dealers in securities placed by New 
York City banks for their own account, for correspond
ent banks, and for others are over $400,000,000 smaller 
than a year ago. As the following diagram shows, the 
principal reduction has been in loans for their own ac
count, while loans for correspondent banks remain fairly 
high, and loans for others are close to the highest level 
reached since these records were inaugurated.

lost part of their recent gains in sympathy with the 
decline in silver from the January high of 60.38 cents 
to 56.50 cents per ounce.

G o ld  M o v e m e n t

The net import of gold in January amounting to 
$47,000,000 was nearly half as large as during the entire 
year 1926, and, as the accompanying diagram shows, 
was larger than in any previous month since 1921. In

muONSo/DOLLARS

1 EXCI  iniESS OF 
PORTS

I
fc-'-'vi
[ip I f l

l l  EXCE!5S OF 
>RTS

A l i t

19H- 1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 

Monthly Gold Export or Import Balance of the United States.

F o re ig n  E x ch a n g e

The principal European exchanges were in general 
either stable or slightly firmer in February than in the 
preceding month. Practically no change occurred in 
Austrian, Belgian, German, and Danish rates. Sterling 
fluctuated narrowly, remaining close to the gold export 
point. The French franc sagged toward the close of 
the month to 3.91 cents, and Swiss francs at 19.23 cents 
were likewise weak. The Italian lira was somewhat 
stronger and reached 4.42 cents toward the close of 
February.

Dutch rates rose above 40 cents for the first time since 
October, and the Norwegian krone continued upward 
to 25.94 cents. The Spanish peseta at 16.97 cents also 
established a new high point for recent years, although 
quotations receded to 16.74 cents toward the end of the 
month. While part of the recent advance in the peseta 
appears to be due to speculation, some real improve
ments in Spanish conditions have taken place, such as 
the cessation of hostilities in Morocco, smaller budgetary 
deficits, and the consolidation of a large portion of the 
floating debt.

The Canadian dollar remained stationary at 99.84 
cents, and after one shipment during the early part of 
the month, no more gold imports were received.

Argentine rates advanced steadily throughout the 
month, and at 42.09 cents were less than half a cent 
below parity. Brazilian quotations ranged from 11.75 
to 11.85 cents.

The yen strengthened during the latter part of the 
month, reaching 48.90 cents, but the Chinese exchanges

the first 26 days of February the movement slackened 
but gold imports continued to exceed exports, and the 
net receipts through the Port o f New York and from 
Canada amounted to about $13,000,000.

The principal gold movements in January and the 
greater part of February are summarized below.

(In thousands of dollars)

Source or 
Destination

January 

United States

February 1 to 26

New York and 
St. Lawrence Districts

Imports Exports Imports Exports
Canada.............................. $37,975

14,695
$1,200

6,283
7,274England............................

Chile.................................. 2,629
3,243
2,000

Germany........................... $12,590
2,300

1,065
1,028All Other.......................... 1,420 546

T otal.............................. $61,962 $14,890 $15,303 $2,093

S e cu r ity  M a rk e ts

Heavy trading in railroad shares resulted in an in
crease during February in the average turnover of 
stocks to well over two million shares a day. Average 
prices of high grade railroad stocks rose 8 points during 
the month to the highest levels since early in 1910. In
dustrial stocks also were firmer and representative price 
averages rose to approximately the highest levels ever 
reached.

Corporation bond averages, after reaching the high
est levels in recent years toward the end of January,
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eased about one-third of a point and subsequently re
mained steady at this level. Foreign bond prices also 
declined slightly from the high levels of late January 
and early February. In the case of United States Gov
ernment obligations, however, the fourth Liberty 4*4 *s, 
and the Treasury 3 % ’s, 4 ’s, and 41/4 ,s advanced to the 
highest levels since issuance, and other issues were 
steady.

Bond trading on the New York Stock Exchange re
mained fairly active in February, although there was 
some decline from the large turnover of the previous 
month. As the accompanying diagram shows, the vol
ume of bond sales on the New York Stock Exchange has 
been increasing rapidly since last summer, and in Janu
ary reached the highest level since 1924. Sales of for
eign bonds were larger than in any previous month.

' i i v m i
ISZZ 1923 1924 \9Z5 L9£6 1927

Monthly Sales of United States Government, Domestic Corpora
tion, and Foreign Bonds on the New York Stock Exchange.

N e w  F in a n c in g

Offerings of new securities continued very large in 
the first part of February; so that the total for  the 
month as a whole was only moderately below the excep

tionally large amount of January, and was larger than 
a year ago. A  $9*5,000,000 issue of Missouri Pacific Rail
road Company 5 per cent bonds was the largest issue of 
the month, and was one of the largest pieces of railway 
financing ever undertaken. Public utility and industrial 
offerings continued large and included numerous sub
stantial stock issues. The principal foreign issues were 
one of $26,000,000 for the Republic of Chile and one of 
$23,000,000 for the State of New South Wales. The 
latter was the first financing arranged publicly for that 
State in this market. The accompanying diagram shows 
that new financing increased rapidly, along with the 
volume of trading, toward the end of last year, and in 
January was the largest in recent years. Refunding* 
issues have been excluded from the totals.

F o re ig n  T r a d e

Exports of merchandise valued at $419,000,000 in 
January were seasonally less than in December, but 
$22,000,000 larger than a year ago, despite lower com
modity prices this year. Imports valued at $359,000,000 
were practically the same as in December, and were 
$58,000,000 less than in January 1926.

Raw cotton exports continued heavy, and, although 
smaller than in December, were 50 per cent above last 
year in quantity, but the value was 6 per cent smaller 
than a year ago. Total grain exports also showed a 
decline from December, but wrere 50 per cent greater 
in value than in January 1926. Quantity receipts 
of crude rubber were the largest on record. In value, 
however, they were considerably less than a year ago, 
owing to the price drop of about 50 per cent, and no 
doubt were a large factor in the decline in value of total 
imports. The quantity o f raw silk imported was large 
and exceeded that of December or January 1926. Im
ports of coffee also were larger than in January of last 
year.

Monthly Volume of New Capital Issues in the United States 
(Refunding issues excluded).

In d e x e s  o f  B u sin ess  A c t iv i t y

January changes in business activity and general 
distribution were mixed compared with the previous 
month and with January 1926. Bank debits in 140 
centers outside o f New York City, which have been 
found to closely follow changes in the general volume of 
trade, increased after allowance for seasonal variation 
to about the level of a year ago. Car loadings of mer
chandise and miscellaneous freight compared somewhat 
more favorably with those of a year ago than in Decem
ber, and loadings of the heavier commodities remained 
larger than a year ago, due chiefly to much larger move
ments of coal and coke.

In distribution to the consumer, department store 
sales continued slightly larger than a year ago, but mail 
order sales which reflect largely purchasing by rural 
communities, showed more than the usual seasonal de-
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dine from December and were 7 per cent smaller than 
a year ago. Other indexes of business activity such as 
advertising, postal receipts, employment, stock trading, 
and building permits all were lower than in December or 
in January 1926.

In the following table this bank’s indexes of business 
activity are given in percentages of the computed trend, 
with allowance for seasonal variations, and, wher^ 
necessary, for price changes.

(Computed trend of past years =100 per cent)

1926

Jan.

110100
82

130
47
97

97
97122
99110

103
107

114
128110
106120
186
97

109
104
97

149
128

188

Nov.

108
113
96

124
70
84

102
98120

117100111
108

106112102

115
146
98

113102111
137112
185

Dec.

105112
92

117
63
84

107101
138121
i03
103

108
126
103

101
124
195
105
116101110
158
114

186

1927

Jan.

106
104
90p

116p

104
94

117101
’ 99 100

115
132
107

108 
127 
159
94

‘ ioop
103
130
114

185

Primary Distribution
Car loadings, merchandise and misc. . . .
Car loadings, other...................................
Exports......................................................
Imports................. : ..................................
Crain exports............................................
Panama Canal traffic...............................

Distribution to Consumer
Department store sales, 2nd Dist.
Chain store sales.......................................
Mail order sales........................................
Life insurance paid for.............................
Real estate transfers.................................
Magazine advertising...............................
Newspaper advertising.............................

General Business Activity
Bank debits, outside of N. Y. City........
Bank debits, New York City............ .
Bank debits, 2nd Dist. excl. N. Y. City. 
Velocity of bank deposits, outside of

New York City.................................
Velocity of bank deposits, New York City 
Shares sold on N. Y. Stock Exchange* .
Postal receipts...........................................
Electric power...........................................
Employment in the United States..........
Business failures.......................................
Building permits......................................
New corporations formed in N. Y. State

General price level. . ................................

*=Seasonal variation not allowed for.
V—Preliminary.

B u ild in g

January awards of building and engineering contracts 
showed a decrease of 16 per cent from the high level of 
a year ago and of 28 per cent from December, accord
ing to reports received by the F. W . Dodge Corporation 
from 37 states east of the Rockies. The total, however, 
was the second largest for any January on record. The 
entire decline from a year ago was due to a smaller 
volume of contracts in New York and Northern New 
Jersey than in January 1926, when the figures included 
the contract for a very large power project.

The accompanying diagram indicates that, while 
building activity in this district in most recent months 
has been at a lower level than a year previous, construc
tion in other districts has continued slightly above the 
level of a }^ear ago.

The S. W . Straus & Co. report of building permits 
issued in 467 cities throughout the country in January 
shows a total 29 per cent smaller than in December and

Building Contracts Awarded in New Y ork  State and N orthern 
New Jersey and in Other R eporting States for which 

Comparative Data are A vailable since January 1923.

12 per cent smaller than in January 1926. January 
was the seventh consecutive month to show a decrease 
from the corresponding month of the previous year.

E m p lo y m e n t  a n d  W a g e s

Factory employment in New York State continued in 
January to show a decline that cannot be attributed 
wholly to seasonal conditions. The State Department 
o f Labor reported a reduction of nearly 2 per cent from 
December, and of 5 per cent from January 1926. For 
the country as a whole, the average decline in factory 
employment and payrolls compared with a year ago was 
about 3 per cent.

The principal decline in New York State continued 
to be in the metal working industries; working forces 
in railway equipment plants showed especially large re
ductions. Increased activity was reported in the silk 
goods and rug industries, but at least small declines in 
most other textile lines. A  much larger curtailment of 
activity than a year ago occurred in the cement mills, 
and the number employed in the automobile industry 
remained considerably smaller.

Although wage rates paid to common labor appear 
to have become fairly well stabilized, there still appears 
to be a tendency for wages of more skilted labor to ad
vance. Early in February a 7 per cent increase in 
wages was granted to firemen and enginemen of Eastern 
railways, and reports received by the State Labor De
partment continue to show scattering increases in fac
tory wages, with practically no wage reductions.

P r o d u c t io n

Actual production in a number of lines was larger 
in January than in December, but after allowance for 
the usual seasonal tendencies, increases during the 
month were relatively few. Automobile production in
creased substantially, but the total output remained
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about 20 per cent below the high level of a year ago, 
although truck production was considerably larger. 
Increases occurred also in the output of copper and 
cement, and in mill consumption of silk, but production 
in most other lines showed reductions after allowance 
for the usual seasonal changes.

Further increases in the activity of the iron and 
steel industry have been reported in February, and 
bituminous coal output has been maintained at a high 
level in anticipation of a possible suspension of mining 
in union fields on A pril 1 if a new wage contract cannot 
be agreed upon before that time.

January indexes, in which allowance has been made 
for the usual seasonal variations and year-to-year 
growth, are shown below, with comparable figures for 
recent months and a year ago.

(Computed trend of past years = 100 per cent)

1926 1927

Jan. Nov. Dec. Jan.

Producers' Goods
Pig iron...................................................... 112 108 105 104
Steel ingots................................................ 112 103 105 99
Bituminous coal........................................ 113 129 126 118p

110Copper, U. S. mines................................. 103 114 105
Tin deliveries............................................. 129 124 112 107
Zinc............................................................ 105 116 115 102
Petroleum.................................................. 114 125 127
Gas and fuel oil......................................... 107 100 107
Cotton consumption.................................
Woolen mill activity*...............................

96
93

102
102

110
99

’ ’98
95?)

Cement...................................................... 123 123 120 124
Lumber...................................................... 104 99 110
Leather, sole.............................................. 64 79 80 ’ 'i i
Silk consumption*.................................... 132 129 107 129

Consumers’ Goods
Cattle slaughtered.................................... 104 101 102 99
Calves slaughtered................................... 116 107 115 106
Sheep slaughtered..................................... 103 105 123 110
Hogs slaughtered...................................... 82 82 76 81
Sugar meltings, U. S. ports..................... 139 126 138 106
Wheat flour............................................... 90 86 94 84
Cigars ...................................................... 86 119 100 100
Cigarettes.................................................. 80 69 72 72
Tobacco, manufactured........................... 111 101 101

158
110

Gasoline..................................................... 137 148
Tires........................................................... 132 119 134
Newsprint.................................................. 119 129 119 'l l5
Paper total . . . . . . 94 93 89

98Boots and shoes........................................ 84 95 ” 86 v
Anthracite coal ....................................... ** 90

105
92 84p

Automobile, all ....................................... 143 79r 109
Automobile, passenger............................. 148 104 73 103
Automobile, truck..................................... 121 110 I02r 133

*=Seasonal variation not allowed for. **=Strike J>=Preliminary r=Revised

C o m m o d it y  P r ice s

Prices o f basic commodities, after holding fairly 
steady during most of December and January, again 
resumed in February the decline which had been in 
progress since the summer of 1925. As the accompany
ing diagram shows, this bank’s index of prices of 20 
basic commodities in this country declined in February 
to the lowest level since the Spring of 1922. Basic com
modity prices in England have showTn comparatively 
little change since December, when a sharp decline fo l
lowed the relatively high level caused by high prices of 
fuel and basic metals during the coal strike, but this

Basic Com m odity Prices in the United States and Engle 
(M onth ly averages o f  weekiv indexes of t7’ * F edc-a ! Re 

serve Bank o f New York. 1913 a v e ra g e s  100 per cen t).

land.

index also was lower in February than at any time 
since 1922.

The sharp drop in raw cotton prices and lower level 
of other farm products, while an important factor, was 
not the sole cause of the decline during the last year 
and a half. The price of crude rubber in February was 
Jess than half that prevailing in the summer of 1925; 
raw silk, hides, and newsprint were considerably low er; 
and crude petroleum, cement, copper, and lead showed 
moderate declines.

During the past month, corn and livestock prices 
resumed their decline following somewhat firmer ten
dencies in January, but cotton held its partial recovery 
from the low level reached last fall. Raw silk advanced 
moderately in February, and crude rubber was slightly 
higher, but bituminous coal, pig iron, copper, hides, and 
sugar declined.

D e p a r tm e n t  S to re  T r a d e

Total sales of leading department stores in this dis
trict in January were somewhat above those of a year 
ago, but conditions in the different localities varied 
considerably. Sales of Westchester stores continued 
much larger than a year previous, and moderate in
creases continued to be reported from New York City, 
Newark, and Bridgeport, but sales of stores in Northern 
New' York State, the Capital district, and the Hudson 
River Valley showed the largest decreases in a number 
of months and sales in Buffalo and Syracuse also were 
considerably smaller. Apparel store sales averaged 4 
per cent larger than in January 1926, but mail order 
sales were 7 per cent smaller.

Stocks of merchandise on hand in department stores 
at the end of the month were slightly smaller than a 
year ago, and the rate o f stock turnover was higher. 
Collections on charge and instalment accounts were 
somewhat larger than in January of last year, but
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charge accounts outstanding at the end of the month 
averaged 10 per cent higher for all reporting stores, 
while instalment accounts receivable averaged only 
slightly larger.

Locality

New Y ork .......................*...............
Buffalo..............................................
Rochester.........................................
Syracuse...........................................
Newark.............................................
Bridgeport.......................................
Elsewhere........................................

Northern New York State...  .
Central New York State.........
Southern New York S tate.. . . 
Hudson River Valley District.
Capital District.........................
Westchester District.................

All department stores...................

Apparel stores................................
Mail order houses..........................

Percentage Change 
January 1927 from January 1926

Net
Sales

+  4 .5  — 6.2 — 0.8 — 8.2 
+  4 .3  
+  3.1
—  4 .7  
— 12.3
—  4 .6  
+  1.4 
— 11.3 
— 13.4 
+  14.5

+ 2.8
+  4 .0
—  7.2

Stock on 
hand end 
of month

— 1.1 
—  9.4  
+  4 .5  
— 18.0 
+  3 .5  
+  1.5 
+  0 .5

—  1.3 

+  9 .0

Collec
tions*

+  4 .8  
+  3 .3  
+ 1 4 .5

+ 2 5 .2

— 1.8

+ 6.6

A cct’s
Receiv
able*

+  8 .7  
+  9 .2  +20.2
+ 25 ! 6

+ 7.3

+  10.4

*=Exclusive of instalment accounts.

Net Sales 
Percentage Change 

January 1927 
from 

January 1926

Stock on Hand 
Percentage Change 
January 31, 1927 

from 
January 31, 1926

Books and stationery................................ + 1 9 .0 +  4 .6
Toys and sporting goods.......................... + 13 .2 —  6.2
Men’s furnishings....................................... +  8 .7 —  0 .7
Linens and handkerchiefs......................... +  8 .6 +  2 .7
Women’s ready-to-wear accessories. . . . +  6.4 +  4 .2
Shoes.............................................................. +  6.4 +  1.1
Furniture...................................................... +  6 .2 +  3.1
Hosiery.......................................................... +  5 .6 —  5.3
W omen’s and Misses’ ready-to-wear. . . +  5 .3 —  2.1
Toilet articles and drugs.......................... +  5 .3 —  1.0
Luggage and other leather goods........... +  4 .1 —  0.1
Men’s and Boys’ wear.............................. +  3 .9 +  2 .3
Silverware and jewelry.............................. +  3 .0 —  6.9
Cotton g ood s ............................................... +  1.3 —  9 .8
Home furnishings....................................... —  1.0 +  5 .0
Silks and velvets........................................ —  1.3 — 13.2
Woolen goods ............................................. — 19.7 — 31.7
Musical instruments and radio............... — 30.9 —  8 .0
Miscellaneous.............................................. —  3.1 —  9.4

probably due to lower prices this year, dollar sales con
tinued smaller than last year.

Diamond sales showed a large decline from the high 
level of January 1926, and sales of jewelry, drugs, and 
hardware, were considerably smaller. Machine tool 
sales, however, were somewhat larger than a year pre
vious for the first time since last summer, paper sales 
continued larger, and stationery sales showed little 
change.

Stocks of groceries and cotton goods at the end of 
January were smaller than a year ago, but stocks of 
hardware, and diamonds and jewelry were larger.

Comparisons of January sales and stocks of merchan
dise on hand at the end of the month in the principal 
departments with those of a year previous are shown 
in the following table.

Percentage 
Change 

January 1927 
from 

December 1926

Percentage Change 
January 1927 from January 1926

Commodity Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

Collec-
tions

A cct’s
Receiv

able

Groceries........................ — 10.7
+ 3 9 .0
+ 28 .9

+ 96 .7
— 30.5
—  5.6  
+  8.8  
—42.4 
+ 1 1 .3  
— 36.4
—  2 .2  
+  0 .2  
+  2 .3  
+  2 .9  
— 69 8

—  0 .7 — 10.3
— 22.4
— 14.3

+  3 .5  
—  6 .6  
— 10.5 
— 11.9 
— 11.6
—  8 .4
—  7.6 
+  4 .6
—  0.2  
+  3.6  
— 35.1 
— 11.4

—  4 .8 —  7.8
—  0 .4  
— 18.3

—  8 .6  
—  4 .6

— 11.0 
+  0.1. 
—  3 .0

.0
— 13,5

Men’s clothing..............
Women’s dresses..........
Women’s coats and 

suits.............................
Cotton goods— Jobbers 
Cotton goods— C om ’n. 
Silk goods.......................

+ 2 0 .3 —  8 .6

—  6.9 
— 13.3

—  8 .6  
—  6 .0Shoes............................... + 2 7 .7 —  0 .4

Drugs..............................
Hardware.......................
Machine tools................

+  6 .9 +  7.9 +  8.1 —  1.9

Stationery...................... —  1.7
— 12.5

} +  2 .7

—  0 .3  
— 11.7

} +  0 .4
Paper...............................
Diamonds....................... } +  0 .6 j+ 1 3 .3Jewelry............................

Weighted A verage... +  9 .4 — 10.4 —  6.4 —  5.0

W h o le s a le  T r a d e

Wholesale trade in this district in January showed 
a seasonal increase over December, especially in the ap
parel trades, but remained substantially smaller than 
a year ago, according to reports from representative 
dealers in fifteen important lines.

M en’s clothing and dress sales continued much smaller 
than last year, but sales of women’s coats and suits 
showed the first increase since last summer. Silk goods 
sales remained well below those of a year ago, and shoe 
sales were considerably smaller, following increases in 
most recent months. Actual quantity sales of cotton 
goods in January are reported to have been large, but

C h a in  S to re  S ales

Total sales of reporting chain store systems in Janu
ary were nearly 14 per cent larger than a year ago, or 
about the same increase as in December. Variety and 
drug chains continued to report largest gains over last 
year, followed closely by grocery systems. Ten Cent and 
tobacco chains also reported moderate increases, but 
shoe and candy sales were somewhat smaller, following 
increases in most recent months.

Sales per store in a m ajority of lines were smaller 
than in January 1926, but owing to considerably larger 
sales in variety and grocery stores, the average for all 
types of stores was nearly 5 per cent larger.

Type of Store

Grocery. . 
Ten Cent.
Drug........
T obacco..
Shoe.........
V ariety.. . 
Ca n d y . . .

Total

Percentage Change 
January 1927 from January 1926

Number
of

Stores

+  9 .2  
+  7 .2  
+ 3 0 .8  
+  4 .4  
+ 1 0 .3  
+  3 .8  + 2.8
+ 8.6

Total
Sales

+ 1 6 .9  
+  7 .0  +20.0 
+  5 .5
—  5 .0  +20.2
—  5.2

+ 1 3 .8

Sales
per

Store

+  7.1 — 0.2 — 8.2 + 1.0 
— 13.9 
+ 1 5 .7  
—  7.9

+  4 .8
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Federal Reserve Agent Federal Reserve Bank, New York April 1, 1927

B u sin ess  C o n d it io n s  in  th e  U n ite d  S ta te s

I N DUSTRIAL output increased further in February 
and was slightly larger than a year ago, and dis
tribution of commodities by the railroads was larger 

than for the corresponding period of any previous year. 
The general level of wholesale prices continued to de
cline and was in February at the lowest level since the 
summer of 1924.

P roduction

Production of manufactures increased in February 
for the second consecutive month, and the output of 
minerals, after declining in January, advanced once 
more in February to the record level reached last De
cember. Factory production and employment, however, 
continued smaller than during the corresponding 
month of last year. Production of iron and steel has 
increased steadily since December, and reports indicate 
that operations of steel mills in March were at almost 
the same high rate as in March 1926. Automobile pro
duction increased from  234,000 cars in January to
298,000 cars in February, and weekly figures o f em
ployment in Detroit factories indicate some further 
additions to production in March, but output has con
tinued much smaller than a year ago. Daily average 
consumption of cotton by mills in February was larger 
than in any previous month on record, but activity of 
woolen and silk mills decreased as compared with Janu

PER  CENT

Index Numbers of Production of Manufactures and Minerals,
Adjusted for Seasonal Variations. (1923-25

average =  IOO per cent).

ary. Production of bituminous coal has been main
tained in large volume, while that of anthracite has 
been considerably reduced. The output of building 
materials was smaller during the first two months of 
this year than in the corresponding period of 1926. The 
value of building contracts awarded in February was 
3 per cent smaller than in the same month of last year, 
but awards for the first three weeks in March were in 
approximately the same volume as in 1926. Contracts 
in Southeastern and Northwestern states have been con
siderably smaller than a year ago, while those in the 
Central West have been much larger.

T rade

Retail trade showed less than the usual seasonal de
cline between January and February. Sales of depart
ment stores and chain stores were larger than in Feb
ruary o f last year, while those of mail order houses were 
smaller. Wholesale firms reported a smaller volume of 
business in February than a year ago, and this decline 
occurred in nearly all leading lines. Inventories o f de
partment stores increased in February in anticipation 
of the usual expansion in spring trade, but the growth 
was less than is customary at this season and at the end 
of the month stocks were slightly smaller than a year 
ago. Stocks of merchandise carried by wholesale firms 
also increased in February, but they were generally 
smaller than in the corresponding month of last year.

PER CENT.

Federal Reserve Board's Indexes of Factory Employment and 
Payrolls. (1919 average =  100 per cent).
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TER CENT.

Price Indexes of United States Bureau of Labor Statistics. 
(1913 average =  100 per cent).

Railroad shipments of commodities have increased 
steadily since January by more than the usual seasonal 
amount and have exceeded those for the same period 
last year, owing to larger shipments o f coal, o f miscel
laneous commodities, and of merchandise in less-than- 
car-load lots.

P rices

Wholesale prices, according to the index of the Bu
reau of Labor Statistics, continued to decline in Feb
ruary. Among non-agricultural products decreases 
occurred in the prices of coal, petroleum, iron and steel, 
noni'errous metals, and lumber, and the index for non
agricultural prices as a group was at the lowest post
war level. Prices of livestock and livestock products 
and of clothing materials advanced in February. Dur
ing the first three weeks of March there were decreases 
in prices of grains, livestock, sugar, silk, wool, coal, 
petroleum, and gasoline, while prices of potatoes, pig 
iron, hides, and rubber advanced.

B a n k  Credit

Demand for commercial credit at member banks in 
leading cities increased seasonally between the middle 
of February and the middle of March. There was also 
growth in the volume of funds used in the security 
market as indicated by increases in loans to brokers and 
dealers in securities. Consequently total loans of the 
reporting banks at the end o f the period were close to 
the level of last autumn. Financial operations of the 
United States Treasury around the middle of March, 
with disbursements temporarily in excess of receipts, re
sulted in a temporary abundance of funds which was 
reflected at member banks in leading cities in a growth 
of deposits, in reduced indebtedness at the Reserve 
Banks, and in increased holdings of securities.

A t the Reserve Banks, following changes in holdings 
of bills and securities accompanying the financial opera
tions o f the Treasury, the total volume of credit out
standing on March 23 was somewhat larger than four 
weeks earlier.

1923 1924 1925 1926 1927
Weekly Rates in New York Money Market; Commercial Paper 

Rate on 4 to 6 Months Paper and Acceptance Rate 
on 90 Day Paper.

Conditions in the money market in March were 
slightly firmer than in February. Rates on prime com 
mercial paper advanced from  4 per cent to 4-4%  per 
cent and call money was also higher, while rates on 
acceptances declined somewhat.

M o n e y  M a r k e t

The event of chief interest in the money market dur
ing March was the series of transactions centering in 
Treasury financing on March 15. Operations of this 
recent tax date differed from usual tax day operations 
principally in their huge volume, and the resulting 
problem in avoiding disturbance to the money market.

Treasury transactions for the country as a whole in
cluded: the redemption of $660,000,000 of Treasury 
notes, the largest maturity in some years ; the issuance 
o f two new series of certificates o f indebtedness, 
$170,000,000 at 3%  per cent for six months, and $314,- 
000,000 at 3%  per cent for one year; the issuance of 
$1,355,000,000 of Treasury 3%  per cent three to five 
year notes in exchange for Second Converted 4%  per 
cent Liberty Loan bonds, redeemed with interest to 
May 15, 1927; the payment of $90,000,000 of interest; 
the withdrawal of $192,000,000 of Government deposits 
from depositary banks; and the collection o f  over $500,-
000,000 of income taxes. The total turnover of Govern
ment funds on and about March 15 was well over three 
billion dollars. Much of this, particularly the collec
tion o f income taxes, was spread over a number of days 
and distributed about the country. The first day of the 
tax period, the 15th of the month, is always the heaviest 
day, however, and in all such operations between one- 
third and one-half of all transactions takes place in New 
York. As a consequence, the volume of operations of 
the New York Reserve Bank of March 15 was one of the 
largest for any day in its history. The total turnover of 
funds on that single day, including both transactions 
for Treasury account and ordinary banking operations, 
was close to two billion dollars. This total was made 
up roughly as follows:
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Fiscal Agency Operations
$ 343,000,000

548.000.000
136.000.000 
32,000,000

8 ,000,000Income taxes collected................................. ...........................
$1,067,000,000

Banking Operations
Checks and other collections.................................................. $ 530,000,000 

243,000,000 
28,000,000 
10,000,000 
75,000,000

Wire transfers ........................................................................
Currency payments and receipts..........................................

Member bank loans paid ....................................................

T o t a l ....................................................................................... $ 886 ,000,000

Total All Operations....................................................... $1,953,000,000

Certain of these very large Treasury operations have 
no effect on the money market beyond some churning 
about of funds. They do not involve any gain to the 
money market or any loss to the market. The exchange 
of 3 1/2  per cent notes for Second Liberty 4*4 ’s, for ex
ample, neither withdraws funds from the market nor 
puts funds into the market. Similarly, the issue of new 
certificates does not affect the money market, since 
these certificates are largely paid for by deposit credit 
to the account of the Government on the books of the 
subscribing banks, and there is no withdrawal of funds 
until the Treasury from time to time makes calls upon 
these deposits as it has need for funds. The Treasury 
operations which did exercise an important effect upon 
the money market were the redemption of maturing 
notes, the payment of interest, the call of funds from 
depositary banks, and the collection of income taxes.

The immediate effect of Treasury operations on March 
15 was to pour into the money market about 265 million 
dollars of funds, because payments by the Treasury to 
redeem maturing notes and to pay interest were imme
diately available, whereas the actual collection of income 
tax checks by the Treasury was spread over a number 
of days. The money market problem, in which the 
Federal Reserve Bank was concerned, was to prevent 
this huge gain in funds by the market on March 15 
from upsetting the market. The extra funds put into 
the market by the Treasury were absorbed in the follow
ing w ays:

1. Member banks in New York City allowed their re
serves to run below requirements for a few days 
prior to March 15, so that they came to March 15 
with an accumulated deficiency of 85 million 
dollars.

2. On March 15, banks repaid the Reserve Bank 63 
million dollars of loans.

3. In addition, 18 million dollars of Federal Re
serve credit was retired through decreases in hold
ings of bills and Government securities under sales 
contract.

4. The Reserve Bank made a temporary sale of 60 
million dollars o f Government securities to several 
member banks.

i  5. Maturities of $25,000,000 of securities from the 
System’s holdings were not replaced until the fo l
lowing week.

By these means the greater part of the 265 millions 
o f excess funds was withdrawn from  the market and as 
a consequence there was no serious overage of funds in 
the market. Money rates in the stock exchange market 
only went below 4 per cent for a few hours on March 
16; on March 17 and 18 the member banks resold to 
the Reserve Banks the securities they had purchased, 
and on March 18 they found it necessary to borrow 117 
million dollars from the Reserve Bank to bring their 
average reserves up to requirements. Thus money con
ditions were maintained at a stable level during the 
week.

The Reserve Bank’s temporary sale of Government 
securities to the member banks was of interest partly 
because it took a new form. Temporary sales of securi
ties have frequently been made in the past at tax periods 
to prevent unduly easy money, but such sales have usu
ally been made from the securities in the System’s open 
market account, which are lodged in New York. The 
sale during the March tax period took the form  of the 
sale o f participations in the special one-day certificates 
o f indebtedness, which the Treasury issued to the New 
York Bank to cover the funds which it borrowed from 
the New York Bank to cover its temporary excess o f 
expenditures over receipts.

Aside from Treasury operations there was during 
March a somewhat firmer tendency apparent in the 
money market, due in part to a seasonal increase in the 
demand for funds for commercial use and an increase in 
the amount of credit employed in the security markets. 
Commercial loans o f all reporting member banks in
creased 125 million dollars in all districts in the four 
weeks ended March 23. Loans on stocks and bonds of 
these banks increased by approximately 100 millions 
and throughout the country were about 200 million 
dollars higher than a year ago. Partly reflecting these 
changes, and partly as a consequence o f a reduction in 
holdings of purchased bills by the Reserve Banks, there 
was an increase in the amount o f borrowing by member 
banks at the Reserve Banks. The prevailing rate on 
call loans advanced to 4%  per cent during the last ten 
days of March, after holding at 4 per cent during the 
previous eight weeks.

Money Rates at New York

March 30, 
1926

Feb. 28, 
1927

March 30, 
1927

*5 *4 * 4 ^
Time money— 90 d a y ............................... 4 % -4 % 4 ^ - 4 ^
Prime commercial paper......................... 4^ -4 3 ^ 4 4-4 K
Bills— 90 day unendorsed....................... 3 % 3 ^ - 3  % 3 H
Treasury certificates and notes

Maturing June 15............... 3.02 3.15 3.31
Maturing September 15.. . 3.21 3.19 3.39

Federal Reserve Bank of New York—
rediscount rate...................................... 4 4 4

Federal Reserve Bank of New York—
buying rate for 90 day b ills ............... 3^8 3M 3 X

* = Prevailing rate for preceding week.
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B ill M arket

The demand for bills reached unusually large pro
portions by the middle of March, due largely to buying 
for account o f foreign banks, and substantially exceeded 
the supply of new bills offered to the market. As a 
result, dealers’ portfolios declined to about 50 million 
dollars, the lowest level since last October, and bill hold
ings of the Reserve Banks were reduced. In the latter 
part of the month, the demand for bills became more 
normal and portfolios increased slightly. Dealers ’ o f
fering rates on 30 and 90 day unindorsed bills, which 
showed a declining tendency late in February, became 
established early in March at 3%  and 3%  per cent re
spectively, and rates on other maturities were un
changed during the month.

Commercial P aper M arket

Commercial paper rates were slightly firmer in March 
than in the previous month but still remained about *4 
o f one per cent below last year’s level. Prime paper 
sold at 4-414 per cent, while in February sales had been 
largely at 4 per cent. The investment demand on the 
part of interior institutions was fairly active and in 
general remained equal to the rather limited amounts 
o f new paper that dealers were able to offer. In  con
nection with the supply of commercial paper available 
in the open market, an interesting development was the 
increase in the outstandings o f 26 dealers to $577,000,-
000 at the end of February. This was an increase over 
January of nearly 5 per cent, whereas in the corre
sponding periods of 1925 and 1926 there was virtually 
no change. February outstandings, however, were 12 
per cent smaller than a year previous.

S e c u r ity  M a rk e ts

A  feature o f the bond market in March was a rise in 
many issues of United States Government bonds to the 
highest prices since issuance, following the announce
ment o f new issues of Treasury certificates and the offer 
to exchange Second Liberty Loan 4%  per cent bonds 
for 3%  per cent Treasury notes.

Corporation bonds were also strong and average prices 
advanced about one-half point to the highest levels since 
early in 1913. A  large number of foreign issues like
wise sold at the highest prices in recent years. Yields 
of high grade bonds in recent months have continued 
the gradual decline of the past three years, and are now 
only slightly higher than in 1916.

Stock prices fluctuated irregularly, with wide dis
parity between the movement o f different stocks. Rail
road stock averages near the close o f the month were 
slightly above the high levels of February, while indus
trial stock averages were somewhat below. Trading 
continued active, and sales averaged nearly two million 
shares daily.

N e w  F in a n c in g

Most classes of security issues showed some decrease 
in March from the very large totals for the previous

two months o f the year, but the total for the month was 
somewhat larger than for March 1926. Railroad offer
ings continued unusually large in both number and 
amount, due in part to the flotation of numerous equip
ment trust issues. For the first quarter o f the year new 
financing of all kinds has been about one-third larger 
than in the corresponding period o f 1926.

Foreign issues were larger than a year ago, in both 
March and the first quarter o f the year. Offerings of 
$30,000,000 of City of Rome and $20,640,000 of City of 
Tokio bonds were the principal foreign issues in March, 
and there was a continuance of Australian financing by 
a $7,500,000 issue of the City of Brisbane.

T h e  F o r e ig n  E x ch a n g e s

During March, the foreign exchanges continued the 
gradual rising movement begun in February, and toward 
the end of the month were quoted at or near the best 
figures for the year to date. Sterling, which was down 
to $4.8450 in February, reached $4.8531 on March 28; 
German marks have risen from  23.69 cents to 23.73 
cents; Netherlands florins from 39.92 cents to about 
40.00; and Swedish crowns from 26.67 cents to 26.78 
cents. French francs were steady at about 3.91 cents; 
Italian lire rose above 4.61 cents to the highest level 
since 1923, and Spanish pesetas to 18.09 cents, the 
highest since 1920, compared with a quotation o f 15.36 
cents in January. Norwegian crowns crossed 26 cents 
to a level about %  cents below parity.

Similar strength was apparent in certain American 
rates. The Canadian dollar rose sharply from  99.81 
cents on March 16, to a premium sufficient to attract 
gold from the United States near the end o f the month. 
Argentine pesos advanced nearly to parity. In  the Far 
East, the rupee strengthened upon the vote establishing 
its legal parity at Is. 6d., and Japanese yen, over 49 
cents, were at the best level for the current year.

Silver and the silver exchanges were irregular at levels 
somewhat lower than those o f the previous month. The 
fluctuations in the metal in February were between a 
high of 60 /̂2 cents and a low of 5 6 ^  cents; in March 
the range was between 57 cents on the first to 54%  on 
the 16th. Movements of the silver currencies were 
similar.

C h a n g e s  in  C e n tra l B a n k  R a te s

During March, the central banks of four countries 
reduced their discount rates as fo llow s: Czecho-Slovakia 
from 5 %  to 5 on March 7 ; Japan from 6.57 to 5.84 on 
the 9 th ; Poland from  9 to 8y2 on the 11th and Finland 
from i y 2 to 7  on the 23rd. The March reduction in the 
rate of the Bank of Poland followed a reduction from 
9y2 to 9 in February.

In the first quarter of the current year discount 
rates have been reduced in 9 countries and increased 
in only one, India.
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millions of pounds MILLIONS OF DOLLARS millions OF POUNDS MILLIONS OF DOLLARS M/U&ON5 OF BALES MILLIONS MILLIONS OF DOLLARS OF BUSHELS MILLIONS OF DOLLARS

Quantity and Value of Imports of Rubber and Silk, and Exports 
of Cotton and Wheat (Including Wheat Flour Converted 

into Equivalent Bushels of Grain).

G o ld  M o v e m e n t

Gold imports during February reached a total of 
$22,300,000, against exports o f about $2,500,000, and 
March imports at New York were $5,800,000 against ex
ports o f $4,400,000, thus increasing the net import for 
the first three months of this year to approximately 
$68,000,000.

The principal imports in February were from Eng
land, France, and Japan, continuing movements which 
were started in previous months. A fter one shipment 
in the first week of February the Canadian movement 
ceased until early in March, when $4,500,000 additional 
was received before Canadian exchange advanced above 
the gold shipping point, and eventually above par. 
Shipments of $3,000,000 to Canada were made near the 
end of the month. Further shipments from Japan were 
reported in March.

Gold movements for the first two months of the year 
and for the greater part o f March are summarized in 
the following table:

(In thousands of dollars)

Source or 
Destination

January and February, 1927 
United States

March 1 to 30 
New York and 

St. Lawrence Districts

Imports Exports Imports Exports

Canada.............................. $39,330
20,996

7*309

.........998
2,635
3,243
8,000

$ 109 $ 4,500 $ 3,000
France...............................
England............................ 9
Germany........................... 13,655

1,121
67

519M exico...............................
Chile.................................. 983
China................................. 492
Japan.................................
British M alaya................ 434

1,493
620
177All other............................ 1,743 351

Total.............................. $84,254 $17,304 $ 5,843 $ 4,383

F o re ig n  T r a d e

Exports1 of merchandise in February, valued at $373,- 
000,000, were $20,000,000 larger than a year ago, while 
imports valued at $312,000,000, were $75,000,000 smaller. 
Consequently, there was an export balance of $61,000,- 
000, as compared with an import balance of $34,000,000 
in February of last year.

Some of the principal factors in this change in the 
balance of trade during the past year are shown in the 
accompanying diagrams. The rapid decline in crude

rubber prices has had an important influence upon the 
dollar value o f total imports, and in February the quan
tity imported dropped sharply, so that the value of 
crude rubber imported during the month was probably 
$35,000,000 smaller than in February 1926, though the 
precise figure is not yet available. Silk imports also 
declined sharply in February after holding at high 
levels, and the value was much smaller than a year 
previous.

Exports were increased chiefly by heavier shipments 
of crude materials than a year ago. Cotton exports, 
due to low prices, have been much larger in quantity in 
the past four months than in the same period last year, 
and in February were larger in value also. Grain ship
ments have been much larger than in the 1925-26 crop 
year, and the increased quantity has more than offset 
lower prices. Coal exports also have been considerably 
larger than a year ago.
B u ild in g

Building contracts awarded in February in the 37 
states reported upon by the F. W . Dodge Corporation 
report were 3 per cent larger than in January, but 3 
per cent below the total for February 1926. The total 
for the first two months of this year was 10 per cent 
smaller than in the corresponding period of last year. 
Residential building continued below the level of a 
year ago for the eighth consecutive month, and public 
works projects were somewhat smaller than last year, 
but contracts for commercial, industrial, and educa
tional buildings were larger.

In the New York and Northern New Jersey district, 
contracts awarded were about 1 per cent below February 
of last year. Residential and educational building, and 
public works projects continued below last year’s level 
while awards for commercial buildings were larger.
In d e x e s  o f  B u sin ess  A c t iv i t y

A  higher rate o f business activity in February than 
in the preceding month is indicated by most of this 
bank’s indexes of business activity. Bank debits in 
centers throughout the country maintained a higher 
level than a year ago, and in New York City were sub
stantially larger. Car loadings o f merchandise and mis
cellaneous freight showed an increase over January after 
allowance for seasonal change, and about the usual year- 
to-year increase over a year previous; railway traffic in
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the heavier freight continued substantially larger than 
a year ago.

The following table gives for recent months and a 
year ago this bank’s indexes o f business activity as per
centages of the computed trend, after allowance for 
seasonal variation, and, where necessary, for price 
changes.

(Computed trend of past years=100 per cent)

1926 1927

Feb. Dec. Jan. Feb.

Primary Distribution
Car loadings, merchandise and misc........ I l l 105 106 110
Car loadings, other...................................... 100 112 104 107
Exports............................................................ 85 92 90 94 p
Imports........................................................... 126 117 116 106 p
Grain exports................................................. 37 63 66 57
Panama Canal traffic.................................. 96 84 77

Distribution to Consumer
Department store sales, 2nd Dist............. 100 107 104 105
Chain store sales.......................................... 96 101 94 98
Mail order sales............................................ 121 138 117 121
Life insurance paid fo r ................................ 109 121 101 113
Real estate transfers.................................... 113 106 95
Magazine advertising.................................. 103 103 99 io2
Newspaper advertising............................... 107 103 100 103

General Business Activity
Bank debits, outside of N. Y. C ity ......... 113 108 115 116
Bank debits, New York C ity .................... 124 126 132 134
Bank debits, 2nd Dist. excl. N. Y . City. 106 103 107 105
Velocity of bank deposits, outside of

New York C ity ........................................ 104 101 108 103
Velocity of bank deposits,

New York C ity ....................... ................. 118 124 127 134
Shares sold on N. Y. Stock Exchange*.. 170 195 159 204
Postal receipts............................................... 100 105 94 97
Electric power............................................... 110 117r 113
Employment in the United States........... 104 101 100 ioop
Business failures........................................... 96 110 103 107
Building permits........................................... 144 158 130 153
New corporations formed in N. Y . State. 124 114 114 116

General price level....................................... 187 186 185 184

* = Seasonal variation not allowed for. 
p = Preliminary. 
r—Revised.

B u sin ess  P ro fits
Net profits of 403 industrial and mercantile corpora

tions in 1926 averaged 11 per cent larger than in 1925, 
and 50 per cent larger than in 1924. The increases over 
the preceding year were not as consistent as in 1925, 
but more than half o f the industrial groups shown be
low had the largest earnings in recent years. Profits 
in the railroad equipment industry in 1926 were more 
than double those o f 1925, and steel, oil, and motor 
company profits were the largest in several years. E x
cluding the General Motors Corporation, however, the 
motor group showed smaller net earnings than in 1925.

Motor accessory corporations also reported reduced 
profits, and rubber companies’ profits were the smallest 
since 1923, reflecting inventory losses caused by the 
sharp decline in crude rubber prices. A fter showing 
some improvement in 1925, earnings of the textile and 
clothing group again declined in 1926 and were little 
more than one-fourth as large as in 1923. Coal mining 
profits also were only about one-fourth as large as in 
1923, but were larger than in 1924 or 1925, reflecting 
the effects of the British coal strike.

Profits o f telephone and other public utility companies 
continued to increase, and the net operating income of 
leading railroads was the largest in recent years.

Net profits in thousands of dollars

Number
of

Corpora
tions

1923 1924 192 1926

Steel companies. . . 24 $194,226 $136,739 $165,042 $211,277
R.R . equipment. . . 13 48,879 27,850 18,271 40,742

32 167,041 205,376 319,425 353,754

Motor accessories
19 151,602 124,189 249,753 295,951

(excl. tires)......... 17 30,351 21,795 35,228 29,272

Food and food
12 20,457 36,185 71,909 34,201

38 134,324 147,751 154,063 173,158
15 73,826 84,974 94,508 104,175

Leather and shoes.. 
Clothing and

10 6,758 20,720 20,346 19,256

25 37,689 4,031 18,739 9,864
20 86,059 88,221 110,548 115,205

Metal and mining.. 20 46,912 47,378 68,633 85,037
C oal..........................
Machine & Mach.

11 19,168 2,908 3,589 4,961

manufacturing . . 21 33,725 32,143 50,101 58,919
Chemical and drug. 16 62,673 64,727 74,932 91,120
Building supplies. . 30 85,769 78,552 86,228 85,275
Misc. industries .. . 80 141,586 156,623 193,215 205,303

Total 17 G roups... 403 $1,341,045 $1,280,162 $1,734,530 $1,917,470

Other public
70 $136,705 $150,708 $186,778 $211,343

42 119,451 134,808 155,247 183,655

Total public utilities 112 $256,156 $285,516 $342,025 $394,998

Total 19 G roups... 515 $1,597,201 $1,565,678 $2,076,555 $2,312,468

Class 1, R .R ............ 186 $983,736 $987,133 $1,136,973 $1,231,494

P r o d u c t io n

A  m ajority of the principal industries showed in
creased activity in February, after allowance for the 
usual seasonal changes. The daily rate of pig iron pro
duction increased about 4 per cent and total output was 
slightly larger than a year ago. Production of steel in
gots increased even more, considering the number o f 
working days in the month, but remained somewhat

(Computed trend of past years =  100 per cent)

1926 1927

Feb. Dec. Jan. Feb.
Producers' Goods

108 105 104 108
Steel ingots..................................................... 112 105 99 108
Bituminous coal............................................ 114 126 120 130
Copper, U. S. mines.................................... 108 106 109 108
Tin deliveries................................................. 100 112 107 93
Zinc.................................................................. 106 115 102 98
Petroleum....................................................... 113 127 127
Gas and fuel o il............................................. 104 107 112
Cotton Consumption.................................. 105 110 98 ios
Woolen mill activity*
Cement...........................................................

92
108

99
120

95
124

92p
99

Lumber........................................................... 110 110 83
Leather, sole.................................................. 69 80 71
Silk consumption*........................................ 121 107 129 i i i

Consumers' Goods
Cattle slaughtered........................................ 106 102 99 106
Calves slaughtered....................................... 116 115 106 109
Sheep slaughtered........................................ 114 123 110 116
Hogs slaughtered.......................................... 76 76 81 75
Sugar meltings, U. S. ports....................... 116 138 106
Wheat flour................................................... 90 94 84 90
Cigars.............................................................. 94 100 100 99
Cigarettes....................................................... 74 72 72 66
Tobacco, manufactured.............................. 109 101 110 107
Gasoline.......................................................... 136 158 160
Tires................................................................ 129 134 131

127 119 115 i i s
Paper, tota l.................................................... 100 89 88 95
Boots and shoes............................................ 92 98 86 92 p
Anthracite coal............................................. ** 92 83 85
Automobile, a ll............................................. 147 79 109 118
Automobile, passenger................................ 152 73 103 119
Automobile, truck........................................ 128 102 133 114

* =  Seasonal variation not allowed for. **=Strike. p=Preliminary.
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smaller than in 1926. Bituminous coal production, an
ticipating a strike, was considerably higher than in the 
corresponding month of any recent year, and the rate 
of output of anthracite mines was little changed from 
the previous month. Domestic mill consumption of cot
ton was the largest for any February, but activity of 
woolen and silk mills was curtailed.
D e p a r tm e n t  S to re  T r a d e

Sales of New York City department stores were very 
irregular in February, and on the average were about 
the same as a year previous. In most other sections of 
this district, however, sales compared much more favor
ably with those of a year ago than they did in January. 
Westchester stores continued to report large increases, 
and the average gain in Newark stores was the largest 
in recent months. Increases following January decreases 
were reported in Rochester, Syracuse, Northern New 
York State, and the Hudson River Valley district. 
Apparel store sales showed the largest increase since 
November.

Percentage Change 
February 1927 from February 1926

Locality

Net
Sales

Stock on 
hand end 
of month

Collec
tions*

A cc’ts
Receiv

able*

New Y ork ........................................................... +  0.1 
—  0 .6  
+  2 .8  
+  1.1 
+ 13 .1  
— 10.1 
+  4 .9  
+  4 .9
—  9 .3  
+  7 .0  
+ 1 3 .3
—  1.2 
+ 1 8 .2

+  1.9

+  8 .6  
—  4.1

—  1.1 
— 11.0 
+  1.4 
— 22.1
—  0 .4
—  1.1 
+  6 .6

+  4 .4  
—  1.1 
+ 14 .1

+  1.7 
—  4.1
+ 2 3 .6

Buffalo.................................................................
Rochester............................................................
Syracuse..............................................................
Newark................................................................ + i i . 4 + 1 4 .9  

+  7.6
Bridgeport..........................................................
Elsewhere........................................................... + 12 .6

Northern New York State.........................
Central New York State............................
Southern New York State.........................
Hudson River Valley District...................
Capital District............................................
Westchester District....................................

+  5 .9All department stores......................................

Apparel stores...................................................

—  2 .0  

+  2.7

+  6 .9

Mail order houses............................................

*=Exclusive of instalment accounts.

Net Sales 
Percentage Change 

February 1927 
from 

February 1926

Stock on Hand 
Percentage Change 
February 28, 1927 

from 
February 28, 1926

Toys and sporting goods.......................... + 2 0 .9 —  4 .9
H osiery......................................................... + 2 0 .7 — 11.0
W omen’s and Misses’ ready-to-wear. . . + 1 5 .3 +  0 .9
Books and stationery................................ + 1 3 .8 —  5 .0
Linens and handkerchiefs........................ + 1 3 .2 +  4 .2
Toilet articles and drugs.......................... + 1 0 .7 —  6 .0
Home furnishings.......................... ............ +  8 .6 —  0 .7
Luggage and other leather goods........... +  8 .2 +  2 .7
Silks and velvets........................................ +  6 .3 — 13.7
Furniture...................................................... +  6.1 + 1 4 .8
Women’s ready-to-wear accessories. . . . +  4 .7 —  2 .8
Silverware and jewelry............................. +  3 .4 —  4 .6
Men’s furnishings....................................... +  2 .2 +  4 .2
Men’s and Boys’ wear.............................. +  0 .3 —  4 .9
Shoes............................................................. _  7 <4 +  5 .4
Cotton goods............................................... —  9 .7 — 13.3
Musical instruments and radio............... — 20.6 — 11.4
Woolen goods.............................................. — 25.5 — 28.4
Miscellaneous.............................................. —  2 .0 — 12.1

E m p lo y m e n t  a n d  W a g e s
Factory employment showed a seasonal increase of 1 

per cent in New York State and of nearly 2 per cent in 
the country as a whole from January to February, but

remained smaller than a year ago in both cases. Total 
payrolls showed larger increases than the number em
ployed, due to more full-time operation than in January.

The principal increase in activity in February was 
in the apparel industries. Some of the metal working 
industries, including the automobile industry, reported 
larger working forces, but employment in building ma
terials declined to the lowest level of the winter.

The accompanying diagram indicates that the lower 
level of factory work than a year ago, together with 
few opportunities for outdoor employment, has resulted 
in reductions in the demand for workers and in labor 
turnover in recent months to the lowest levels in several 
years.

Ratio of Workers Called for by Employers to Each 100 Applicants 
for W ork at New York State Employment Offices, and Ratio 

of Voluntary Resignations to Total Number of Employees 
of Representative Employers Reporting to the 

Metropolitan Life Insurance Company.

W h o le sa le  T r a d e

Reports from dealers in fifteen lines of wholesale trade 
in this district continued to show a smaller aggregate 
volume of business than a year ago, although decreases 
in several lines were less marked than in the report for 
January.

Percentage 
Change 

February 1927 
from 

January 1927

Percentage Change 
February 1927 from February 1926

Commodity
Net

Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

Colleo-
tions

A cc’ts
Receiv

able

Men's clo th in g .............
Women’s dresses...........
Women’s coats and suits 
Cotton goods— Jobbers. 
Cotton goods —  Com

mission ........................

—  9 .3  
+ 8 9 .3  
+  9 .4  
+ 5 1 .3  
+ 3 4 .0

—  1.4 
+  3 .8  
+ 3 1 .6
—  5 .7  
+ 1 1 .4  
+ 1 6 .6
—  4 .3
—  9 .2
—  3 .7  
+ 21 .9

—  0 .3  

+  4.9

—  6 .0  
— 11.4
— 23.5 
—  6 .2  
—  6 .0

— 17.7
—  7 .8  
+ 1 6 .4  
+  4 .9
—  0 .3
—  1.8 
—  6 .8  
+  3.3  
—  2.9 
— 20.6

—  5 .5  

— 16.7

—  8 .3
—  3 .7

—  7 A  
— 14.4

—  9 .0
—  3 .6

—  5.7  
— 11.7

Drugs..............................

—  4 .4* 
+ 17 .4

+  4 .4* 
+  6 .0

—  7 .2  
— 15.4 
+ 1 6 .6  
+  4 .2

—  0.5

—  6.9
—  0 .4  
+ 1 9 .4
—  3 .0

—  0.9
Machine tools**...........

Paper...............................

+  6 .7 +  1.2

} +  7 .6 } +  6 .2 ] —  4 .0 ] —  2.3

Weighted Average........ + 2 2 .5 —  6 .6 —  5.3 —  4 .0

* = Quantity not value. Reported by the Silk Association of America. 
* * = Reported by the National Machine Tool Builders’ Association.
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R e l a t i o n s  w i t h  M e m b e r  B a n k s

The following extract is from the thirteenth annual report of the Federal Eeserve Board
covering operations for the year 1926 .

D ISCOUNT and open-market policies of the Re
serve Banks, which are formulated primarily 
with a view to influencing the cost and the vol

ume of Reserve Bank credit in use, are the principal 
elements in the System’s general credit policy in rela
tion to general banking and credit conditions. In their 
relations with individual member banks, however, the 
Reserve Banks are constantly dealing with a large num
ber of problems not involving rates or market policies, 
and, on the basis of experience, progress has been made 
in 1926 in the formulation of certain principles o f proce
dure in what may be called the individual bank credit 
policy of the Reserve Banks.

In general, the basis of credit to be extended by a 
Reserve Bank to its member banks is defined in section 4 
o f the Federal Reserve Act, which states that the board 
of directors of a Reserve Bank shall 4 4 extend to each 
member bank such discounts, advancements, and ac
commodations as may be safely and reasonably made 
with due regard for the claims and demands o f other 
member banks.”  This statement in the basic law of the 
Federal Reserve System underlies to a large extent the 
policy o f the Reserve Banks and their attitude in indi
vidual cases toward extending credit to the member 
banks. The principle set forth in the Act goes beyond 
the question of the technical eligibility and even of the 
intrinsic soundness of paper offered by a member bank 
to a Reserve Bank. Even where the paper is unexcep
tionable in every respect, the Reserve Bank must be fully 
assured in addition that further credit may be granted 
to this member, not only “ safely and reasonably,”  but 
also “ with due regard for the claims and demands of 
other member banks.”  This question arises not infre
quently in cases where a member bank remains continu
ously in debt to a Reserve Bank for a considerable 
length of time. In such cases inquiry may fairly be 
made as to whether the member bank’s use of Reserve 
Bank credit does not in effect amount to increasing its 
own capital out of Reserve Bank funds. Such use of 
funds arising from a cooperative pooling of bank re
serves, which is the basis o f the Federal Reserve Banks’ 
lending power, would not be in accordance with the 
spirit of the Federal Reserve A ct and would not be fair 
to the other member banks which may be active competi
tors of the borrowing bank. It may also impair the 
ability of the borrowing bank in case of insolvency to 
meet its obligations to depositors. Though there are 
circumstances that may explain and justify continuous 
borrowing by a member bank over a considerable period 
of time, particularly if the need for the borrowing arises 
from general economic conditions in the borrowing 
bank’s locality, the funds of the Federal Reserve Banks 
are primarily intended to be used in meeting the sea
sonal and temporary requirements of members, and con
tinuous borrowing by a member bank as a general 
practice would not be consistent with the intent o f the 
Federal Reserve Act. In most cases the member bank 
can make adjustments of different kinds in its own 
affairs, which will enable it to repay its borrowings at 
the Reserve Bank and at the same time to strengthen its

own position. The bank may find it advisable, for 
example, to increase its own capital or to bring about 
a better adjustment of the volume and maturities of its 
investments to the credit requirements of its local 
customers.

In consequence of the cooperation between Reserve 
Banks and member banks in working out the problems 
of continuous borrowers, there has been a gradual de
cline in the number of member banks continuously in 
debt at the Reserve Banks. The following table shows, 
for quarterly dates o f the past four years, the number 
of member banks that have been borrowers continuously 
for a month or more at a Reserve Bank in an amount 
exceeding the borrower’s capital and surplus. Particu
lar significance attaches to borrowings in excess of cap
ital and surplus, because prior to the establishment of 
the Federal Reserve System, National banks were not 
permitted by law, with certain exceptions, to borrow in 
excess of their own capital resources. Thus member 
banks that are borrowing in excess of that amount have 
been enabled to do so by provisions of the Federal 
Reserve Act, and the System, therefore, has a special 
interest in observing the extent to which this privilege 
is utilized.

N u m b e r  o f  M e m b e r  B a n k s  B o r r o w in g  i n  E x c e s s  o f  

C a p i t a l  a n d  S u r p l u s  C o n t i n u o u s l y  

f o r  a  M o n t h  o r  M o r e

Year March June September December

1923.................................... * * 543 357
1924.................................... 326 431 364 179
1925.................................... 140 218 202 133
1926.................................... 111 193 198 113

* Not available.

The proportion which continuous borrowing consti
tutes o f total borrowing at the Reserve Banks also has 
declined. During 1924 about 15 per cent of the total 
volume of member bank borrowing at the Reserve 
Banks represented indebtedness continuously for a 
month or more in excess of the borrowing banks’ capital 
and surplus, while during 1926 this proportion was 5 
per cent.

In using their influence to discourage member banks 
from making continous use of the lending facilities of 
the Reserve Banks, the operating officials of the Reserve 
Banks are not only protecting the resources of the Fed
eral Reserve System as a wThole, but are also helping 
individual member banks to conserve their capacity to 
borrow at the Reserve Bank at times when adverse eco
nomic conditions in their localities and among their 
customers may make additional dependence upon the 
resources of the Reserve System not only justifiable but 
necessary. In this manner the Reserve Banks are not 
only discharging their responsibility to the member 
banks under the Act, but are also exerting their influ
ence toward sounder general banking conditions in the 
interests alike of the member banks, their depositors, 
and the public.
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MONTHLY REVIEW
o f  C r e d i t  a n d  B u s i n e s s  C o n d i t i o n s

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York May 1, 1927

B u sin ess  C o n d it io n s  in  th e  U n ite d  S ta tes

I N DUSTRIAL activity increased further in March 
and was larger than a year ago, while the general 
level of prices continued to decline. Distribution 

of commodities at wholesale and retail was somewhat 
smaller than a year ago.

P r o d u c t io n

Industrial production, after increasing continuously 
for three months, was larger in March, when allowance 
is made for usual seasonal changes, than in any month 
since last September. Output of bituminous coal, crude 
petroleum, and steel ingots, and mill consumption of 
raw cotton in March were larger than in any previous 
month. Since A pril 1, however, steel-mill operations 
have been somewhat curtailed, and bituminous coal out
put has been reduced by about 40 per cent since the 
beginning of the miners’ strike on April 1. The con
sumption of silk and wool, sugar meltings, flour produc
tion, and the output of rubber tires increased in March. 
Production of automobiles has shown seasonal increases 
since the first o f the year but has been in smaller volume 
than a year ago. The value of building contracts 
awarded in March was larger than at any previous 
time, and the production of building materials has 
increased considerably in recent weeks. The largest

PER CENT.

Index Number  ̂of Production of Manufactures and Minerals
Combined, Adjusted for Seasonal Variation.

(1923-25 averages 100 per cent.)

increases in contracts, as compared with last year, were 
in the middle western states, while the largest decreases 
occurred in the southeastern states. In the first half 
o f A pril contracts awarded were in slightly smaller 
volume than in the same period of last year.

T r a d e

Sales of department stores increased less than usual 
in March and were slightly smaller than last year owing 
in part to the lateness of Easter. Sales of mail order 
houses and chain stores, however, were somewhat larger 
than a year ago. Inventories of department stores 
increased slightly more than is usual in March in antici
pation of the expansion in retail trade before the Easter 
holidays, and at the end of the month they were in about 
the same volume as a year ago. Wholesale trade in 
March continued slightly smaller than in the corre
sponding period a year ago. Stocks of merchandise 
carried by wholesale firms were seasonally larger at the 
end of March than in February, but in most lines con
tinued smaller than last year.

Freight-car loadings which showed seasonal increases 
in March, declined in the first ten days of April, owing 
to the smaller shipments of coal, but continued larger 
than in the corresponding period of previous years. 
Loadings of miscellaneous freight and of merchandise 
in less-than-car-load lots were in large volume.
TER CWT

Federal Reserve Board’s Indexes of Value of Building Contracts 
Awarded, as Reported by the F. W . Dodge Corporation. 

(1923-25 average—rlOO per cent.)
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1923 1 9 2 4  192.5 1926 1927
Wholesale Price Index of United States Bureau of Labor Statistics. 

(1913 averagec=100 per cent.)

P r i c e s

The general level of wholesale commodity prices de
clined further in March, reflecting decreases in most of 
the important groups of commodities. Prices o f non
agricultural commodities as a group declined to the 
lowest level since the war, while the average for agricul
tural products, which advanced somewhat from  Novem
ber to February, remained practically unchanged in 
March. During the first half of A pril prices of winter 
wheat, sugar, cotton, silk, bituminous coal, and hides 
advanced; while those of hogs, crude petroleum, gaso
line, and nonferrous metals declined.

B a n k  C r e d i t

There was some decline in the volume of loans for 
commercial purposes and in loans on securities at 
member banks in leading cities between the middle of 
March and the middle of April. Member bank holdings 
o f United States securities, which had increased consid
erably in the middle of March in connection with the 
operations of the Treasury, have declined by more than 
$100,000,000 since that time, but are still about 
$200,000,000 larger than in the early months o f the 
year.

A t the Reserve Banks total bills and securities, which 
have fluctuated near the $1,000,000,000 level since the 
end of January, showed little change during the six 
weeks ending A pril 20. Discounts for member banks 
were in about the same volume on that date as on 
March 9, while acceptances showed a decrease and 
holdings of United States securities a slight increase.

During the first three weeks of April quoted rates on 
prime commercial paper and on acceptances were the 
same as in the latter part of March, while call money 
averaged somewhat higher.

M o n e y  M a r k e t

The principal factors influencing the money market 
during the past six weeks were a continuation in the 
demand for money in about the amount of mid March, 
and a dwindling of gold imports to a point where im-

3 1 L U 0 N 5  o f  DOLLARS

Monthly averages of Weekly Figures for Member Banks in 101 
Leading Cities. Latest Figures are Averages for 

First Three W eekly Report Dates in April.

ports and exports were approximately in balance, and 
there thus ceased to be any addition to the basic supply 
of credit. The result of these influences was that money 
rates continued at about the levels which prevailed in 
the latter part of March, except for a slightly easier 
tendency in the last two weeks of April.

The prevailing rates at the end of A pril are shown 
in the following table, compared with corresponding 
figures for a year ago and the latter part of March.

Money Rates at New York

April 28 
1926

March 30 
1927

April 28 
1927

* 3 ^ *4
Time money— 90 d a y .............................. 4 4H 4 H
Prime commercial paper......................... 4-4 M 4-4 X 4-4 H
Bills— 90 day unendorsed....................... 3 y8 3H 3 H
Treasury certificates and notes

Maturing June 15................ 2.51 3.31 3.46
Maturing September 1 5 .... 3.07 3.39 3.51

Federal Reserve Bank of New York—
rediscount rate...................................... 3M 4 4

Federal Reserve Bank of New York—
buying rate for 90 day bills. ........... 3'A 3 X 3H

* = Prevailing rate for preceding week.

As the table indicates, money rates in April, for the 
first time this year, were somewhat higher than a year 
ago due to continued firmness this year, whereas last 
A pril there was a considerable decline from the March 
high point.

The principal changes in the demands for money are 
illustrated in the diagram at the top of this page. 
Commercial loans of the reporting banks, loans on stocks 
and bonds, and investments, have all increased since 
February and are substantially higher than a year ago. 
In fact, total loans and investments of the reporting 
member banks in principal cities are about 700 million 
dollars larger than at this time last year, and total loans 
and investments of the New York City banks 300 mil
lions larger.

Another factor making for firmness in the money 
market in early A pril was a temporary increase in cur
rency circulation, due to Easter trade requirements. It 
is estimated that nearly $40,000,000 of additional cur-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1, 1927



FEDERAL RESERVE AGENT AT NEW YORK 35

COMML

19Z7

PAPER RATE

BILU0N5 ofP0LLAR5

1917

19Z6

v A /

COM M L*LOANS
JAN- FEB MAR. APR.

ilLUOHSofDOLLARS 6.0, TOT
INVEST!

M.
1ENTS

/ft 7 1

19Z6
A *

Call Loan and Commercial Paper Rates and Loans and Investments of All Reporting Member* Bankst in First Four Months of 1927, Compared with 1926

rency was drawn into circulation in the three weeks 
preceding A pril 13, and consequently caused a drain of 
that amount on the reserves of commercial banks. Cur
rency returned gradually from circulation after Easter 
and member bank loans and investments declined some
what, and largely as a consequence, slightly lower money 
rates prevailed in the latter part of April, especially for 
call loans.

B i l l  M a r k e t

The supply of bills offered to the market was moder
ately heavy, and, except for a short period in the first 
half of April, exceeded the buying demand from banks 
and others. As a result of this condition, dealers’ port
folios increased about 50 per cent from the low level 
o f late March. Open market rates for all maturities of 
bills remained at the levels established early in March.

C o m m e r c i a l  P a p e r  M a r k e t

Commercial paper outstanding at the end of March 
through 26 dealers amounted to $606,000,000, an in
crease of 5 per cent over the previous month, following 
a similar increase in February. March outstandings 
were 9 per cent smaller than in March last year. There 
was little change in the investment demand for paper 
and institutions outside of New York City continued to 
be the largest buyers. The prevailing rate on prime 
paper was steady throughout March at 4 -4 ^  per cent.

G o ld  M o v e m e n t

The gold movement to and from the United States 
during March was the smallest since last October. Im
ports amounted to $14,300,000, including $5,000,000 
each from Canada and Australia and $2,000,000 from 
Japan, and exports totaled $5,600,000, of which 
$3,000,000 went to Canada, following the rise of Cana
dian exchange to a premium, and nearly all the re
mainder went to the Orient.

During the first quarter of 1927, $96,000,000 of gold 
was imported, and $23,000,000 exported, leaving a net 
import of $73,000,000, or $4,000,000 less than in the 
first three months of 1926. The excess of imports this 
year has shown a decline month by month from $44,-
500,000 in January to $19,900,000 in February, to 
$8,600,000 in March.

The only important movements o f gold at New York 
during the first 28 days of April were the shipment of 
about $1,200,000 to Brazil, said to be for the purpose 
of strengthening the currency reserve, and the export of

$1,000,000 to Canada just before the close of the month. 
Total exports, at New York, for this period were $2,-
900,000 and imports, $760,000.

A n additional $4,000,000 was shipped from Japan 
during April, making a total movement to this country 
of $18,000,000 in 1927, following shipments of $16,000,-
000 in 1926 and $11,000,000 in 1925.

S e cu r ity  M a rk e ts

Following comparatively stable conditions in March, 
the rise in industrial stocks was resumed in A pril and 
price averages advanced more than 6 points to new high 
levels, slightly above the highest averages in 1926. Late 
in the month there was a sharp reaction followed by a 
partial recovery. In the case of railroad stocks the 
advance was at a slower rate but at the end of the month 
average prices were the highest since 1909. Trading 
continued active with a daily turnover on the exchange 
of well over 2,000,000 shares.

Corporation bond prices advanced slightly further in 
the first part of A pril but subsequently declined again 
and toward the close of the month were little changed 
from the end of March. United States Government 
bonds were quoted at slightly lower prices in A pril than 
in March. Japanese bonds showed moderate declines, 
reflecting banking and political difficulties in Japan, and 
other foreign bonds were slightly lower.

A  heavy volume of new securities continued to be o f
fered in this market during A pril and the total was 
somewhat larger than in the preceding month, or A pril
1926. An important element in the large total was the 
offering of $100,000,000 Federal Land Bank 4%  per 
cent bonds, chiefly to redeem outstanding bonds bearing 
a higher rate o f interest. Industrial and public utility 
issues were again numerous, but there was a marked 
decline from earlier months of this year in the amount 
of railroad financing. Foreign issues were the heaviest 
since 1924, and again included a large Italian issue 
— one of $30,000,000 for the City of Milan. Other im
portant foreign offerings were $30,000,000 of Kingdom 
of the Serbs, Croats, and Slovenes bonds, a $25,000,000 
issue of the State o f New South Wales, and a $21,200,000 
Argentine Government loan.

An interesting feature of the new financing in the 
first quarter has been the large amount of refunding 
issues. Issues of securities wholly or principally for 
refunding purposes have totaled more than one-half 
billion dollars, exceeding by far the amount in the first

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1, 1927



36 MONTHLY REVIEW, MAY 1, 1927

quarter of recent previous years. The increase was due 
primarily to refunding operations by domestic corpora
tions, as is indicated in the accompanying diagram. 
Coincident with a strong demand for investment securi
ties, moderately easy money conditions, and the conse
quent lowering of bond yields during the past quarter 
of this year, a considerable number of railroads, and 
industrial and public utility companies were able to 
refund at a lower rate of interest the securities which 
had been floated in previous years.

510

S IZ13 ■

. h i
19 25  19 2 +  1925 1926 19 2 7

Refunding Security Issues in First Quarter of Each Year from 
1923 to 1927, in Millions of Dollars.

T h e  F o re ig n  E x ch a n g e s

W ith a few extreme exceptions, the foreign exchanges 
moved within unusually narrow limits during April. 
Sterling, which had been as low as $4.8450 in February 
and $4.8472 in March, rose to $4.8538 in the first week 
of April, the highest rate since last August. German 
marks ŵ ere steady at about 23.70 cents, French francs 
at 3.92 cents, Netherlands florins at 39.97 cents, Swedish 
crowns at 26.78 cents, Swiss francs at 19.23 cents, 
Danish crowns at 26.68 cents, belgas at 13.90 cents, and 
Austrian crowns at 14.05 cents. On the other hand, 
pesetas, which had been above 18 cents in March dropped 
below 17.50 cents in April. Lire continued to move 
upward. For this currency, the average rate was 4.32 
cents for both January and February with narrow fluc
tuations; in March a steady rise began from a low of 
4.36 on the 2nd to 4.67 on the 31st; the movement con
tinued in April, the quotation rising to 5.66 cents on 
the 25th, but not maintaining this level.

Among the American rates, Argentine pesos were 
stable at about 42.29 cents, barely under the parity of 
42.45 cents; the milreis moved in a narrow zone just 
under 12 cents. Canadian dollars were strong, rising 
to $1.0017 on the 25th, the highest figure since November.

In the Far East, Indian rupees fell below 36 cents to 
the lowest quotations of the current year. The Japanese 
yen, which stood over 49 cents early in the month, broke 
to 46.62 cents on the 21st upon news of serious financial 
troubles, but recovered a part of the loss. Bar silver 
moved within a narrow zone between 57.75 cents and 56 
cents, a range somewhat higher than for March. Similar 
movements were recorded in the silver currencies.

C h a n g es  in  C e n tra l B a n k  R a te s

Four more changes in the discount rates of central 
banks occurred during April. On A pril 14 the Bank 
of France reduced its rate from 5%  to 5 per cent; on 
April 20 the Bank of England rate was reduced from
5 to 4%  per cent; on A pril 21 the Bank of Sweden rate 
was reduced from 4y2 to 4 per cent, and on A pril 27 
the Bank of Belgium rate was reduced from 6 to 5y2 per 
cent.

The following table shows the official discount rates 
of leading European countries and indicates the date 
and amount of the last change.

Country
Rate 

Changed from
Date 

of Change
Austria.............................................................. 63^ to 6 

6 to 
5 %  to 5 
5 y2 to 5
5 to 4 ^  
73^ to 7 
53^ to 5
6 to 5
7 to 6 
6 y2 to 7
4 to 3 y2
5 to 43^ 
9 to 83^ 
5 H  to 5
4 y2 to 4 
4 to

Feb. 4, 1927 
Apr. 27, 1927 
Mar. 7, 1927 
June 24, 1926 
Apr. 20, 1927 
Mar. 23, 1927 
Apr. 14, 1927 
Jan. 11, 1927 
Aug. 26, 1926 
June 18, 1925 
Oct. 2, 1925 
Oct. 26, 1926 
Mar. 11, 1927 
Mar. 23, 1923 
Apr. 21, 1927 
Oct. 22, 1925

Belgium.............................................................
Czecho-Slovakia..................................................
Denmark...........................................................
England.............................................................
Finland.....................................................

Germany...........................................................
Hungary................................................................
Ita ly .......................................................................
Netherlands.......................................................
Norway...............................................................

Spain................................................................
Sweden..................................................................
Switzerland...........................................................

F o re ig n  T r a d e

The foreign trade of this country, especially import 
trade, showed more than the usual seasonal increase 
from February to March. Exports, valued at $410,000,- 
000, were $37,000,000 above those of February and 
$36,000,000 above those of a year ago. Imports, valued 
at $377,000,000, were $66,000,000 larger than in the 
previous month, but were smaller by the same amount 
than in March 1926.

The quantity of cotton shipped abroad continued very 
large; it was more than double the amount exported a 
year ago, and was the largest in any March since 1915. 
The value was $26,000,000 greater than a year ago, 
despite a price decline of at least 25 per cent. Grain 
exports were slightly larger in value than in February, 
following a steady decline from the high level o f last 
August, and were $5,000,000 above March 1926. Quan
tity receipts of rubber, silk, and coffee were larger than 
in February, and silk imports were larger than last 
year. Imports of both rubber and coffee, however, were 
nearly 20 per cent less than a year ago, and the value 
showed even greater declines.
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TER CENT

Number of Business Failures Compared with Movement of Prices 
of Non-Agricultural Commodities (1913 average— 100 per 

cent for prices. Index of failures represents ratio 
of failures, adjusted for seasonal variation, 

to number of concerns in business; 
average ratio from 1870 to 1920 

—100 per cent.)

C o m m e rc ia l F a ilu res

The number of business failures in each of the first 
three months of this year was larger than in the corre
sponding month of 1926, but, as the accompanying dia
grams show, the number was not unusually large 
compared with the experience of the past years, and 
the liabilities of concerns failing in recent years have 
been very small indeed.

The index of number of failures used in both dia
grams represents the percentage of failures to the total 
number of concerns in business, as reported by R. G. 
Dun and Company. The first of the two diagrams 
makes it evident that the number of business failures 
tends to increase as wholesale prices o f non-agricultural 
products decline, and to diminish as prices rise. Thus 
the number of failures has shown a gradual increase 
since 1923, accompanying a gradual decline in prices of 
non-agricultural commodities.

The second diagram is an annual record of commer
cial failures since 1900. This shows that the number of 
firms failing has averaged about 1 per cent of the 
number in business in the last five years, or slightly 
above the average for the fifteen years before the War. 
The amount of liabilities involved in failures relative to 
the total volume of trade, as represented by bank clear
ings outside o f New York, has declined sharply since 
1922, however, and in 1926 was lower than at any other 
time since 1900, except during the price increases of 
1916 to 1920.

In d e x e s  o f  B u sin ess  A c t iv i t y

Some irregularity in business conditions during 
March was indicated by this bank’s indexes. Debits to 
individual accounts in banks outside New York City 
decreased slightly after allowance for seasonal change

Number of Business Failures Relative to Number of Concerns in 
Business, and Ratio of Liabilities of Concerns Failing to 

Total Volume of Business as Indicated by B a n k  
Clearings Outside New York City.

but remained larger than a year ago, while the index of 
debits in New York City was higher than in any pre
vious month. Freight car loadings were slightly lower 
than in February after seasonal adjustment, but contin
ued larger than in previous years. Retail trade failed to 
show the usual increase over February, but was some- 
what larger than a year ago. Most indexes of business 
activity remained at fairly high levels.

Indexes for recent months and a year ago are shown 
below in per cent of trend, with allowance for seasonal 
variation, and, where necessary, for price changes.

(Computed trend of past years=100 per cent)

1926 1927

Mar. Jan. Feb. Mar.
Primary Distribution

Car loadings, merchandise and misc........ 108 106 110 108
Car loadings, other...................................... 102 104 107 106

87 90 94 98p
133 116 105 116p

Grain exports................................................. 51 66 57 71
Panama Canal traffic r ............................. l l l r 88r 94r

Distribution to Consumer
Department store sales, 2nd Dist............. 95 104 105 98
Chain store sales.......................................... 89 94 98 94
Mail order sales r ........................................ 99r 96r 99r 99
Life insurance paid fo r ................................ 116 101 113 119
Real estate transfers.................................... 109 95
Magazine advertising.................................. 99 99 102 97
Newspaper advertising............................... 108 100 103 100

General Business Activity
Bank debits, outside of N. Y . C ity ......... 113 115 116 115
Bank debits, New York C ity .................... 140 132 134 141
Bank debits, 2nd Dist. excl. N. Y. City. 106 107 105 109
Velocity of bank deposits, outside of

New York C ity ......................................... 105 108 108r 100
Velocity of bank deposits, New York City 128 127 134 135
Shares sold on N. Y . Stock Exchange*.. 248 159 204 227
Poital receipts............................................... 101 94 97 97
Electric power............................................... 113 113 113
Employment in the United States........... 103 100 100 99p
Business failures........................................... 111 103 107 119
Building permits........................................... 147 130 153 130
New corporations formed in N. Y. State. 115 114 116 120

General price level....................................... 186 185 184 184

♦■“Seasonal variation not allowed for. p=Preliminary. r = Revised.
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THOUSANDS
0FCAR3

Monthly Production of Passenger Automobiles in the United States.

E m p lo y m e n t  a n d  W a g e s

Factory employment increased about half of one per 
cent further in March, or somewhat less than the usual 
seasonal increase. Compared with March 1926 employ
ment in this state was reduced nearly 5 per cent and 
in the country as a whole, 2^2 per cent. Total payrolls 
increased more than employment in March, and per 
capita earnings in New York State factories were at the 
rate of $29.78 a week, and larger than at any time in 
the past.

The largest gains in March over February were in the 
cement and brick industries, reflecting the seasonal in
crease in building operations. There was also increased 
activity in the metal industries, largely connected 
directly or indirectly with increased automobile output.

Reflecting the seasonal increase in industrial activity, 
together with the opening of the season for outdoor 
work, the number of workers called for at state employ
ment offices, relative to the applications for wTork, in
creased considerably, and labor turnover, as reported by 
the Metropolitan Life Insurance Company, increased 
sharply to the highest level since October.

P r o d u c t io n

The output of a majority of leading industries was 
unusually large in March. Indexes for production of 
pig iron, steel ingots, bituminous coal, cement, refined 
sugar, flour, newsprint, and passenger automobiles, and 
mill consumption of cotton and silk, all showed increases 
after seasonal adjustment, while only copper, anthracite 
coal, and motor truck production failed by any consid
erable amount to show the usual seasonal increases.

Bituminous coal production in the first two wTeeks of 
April was at a rate about 40 per cent lower than before 
the strike, and somewhat lower than in A pril 1926, but 
despite the strike involving a considerable part of the 
unionized mines, output was larger than in the corre

THOUSANDS OF.CARS

Monthly Production of Motor Trucks in the United States.

sponding periods of 1925 or 1924. Anthracite output 
increased following the spring reduction in prices, but 
remained smaller than a year ago. Steel ingot produc
tion is reported to have declined gradually in April, but 
weekly employment figures indicated that automobile 
production was maintained at about the same level as 
in March, and cotton mill activity continued at a high 
level.

This bank’s indexes of production, in which allowance 
is made for year-to-year growth and seasonal variations, 
are shown below.

(Computed trend of past years=100 per cent)

1926 1927

Mar. Jan. Feb. Mar.

Producers' Goods
114 104 108 114

Steel ingots.................................................... 112 99 l l l r 112
Bituminous coal............................................ 102 120 130 133
Copper, U. S. mines.................................... 106 109 108 95
Tin deliveries................................................. 103 107 93 96

98 102 98 98
Petroleum....................................................... 109 127 130
Gas and fuel o il............................................ 105 112 108
Cotton consumption.................................... 106 98 108 U5
Woolen mill activity*.................................. 91 95 92 90p

116 124 99 124
110 83 92

Leather, sole.................................................. 69 71 84 87
Silk consumption*........................................ 111 129 114 130

Consumers’ Goods
Cattle slaughtered........................................ 116 99 106 111
Calves slaughtered.......................................
Sheep slaughtered........................................
Hogs slaughtered..........................................

109 106 109 102
127
93

110
81

116
75

112
98

Sugar meltings, U. S. ports....................... 100 106 92 108
Wheat flour.................................................... 94 84 90 98
Cigars.............................................................. 110 100 99 107
Cigarettes....................................................... 83 72 66 75
Tobacco, manufactured.............................. 111 110 107 107
Gasoline.......................................................... 137 160 157

117 131 131
130 115 118 119

Paper, tota l.................................................... 100 88 95 95
Boots and shoes............................................ 94 87 r 95 9 5p
Anthracite coa l............................................. 105 83 85 73
Automobile, a ll............................................. 136 109 118 118
Automobile, passenger................................ 145 103 119 125
Automobile, truck........................................ 103 133 115r 91

♦^Seasonal variation not allowed for. p=Preliminary. r**Revised.
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Contracts awarded for building and engineering pro
jects east of the Rockies during March, as reported by 
the F. W . Dodge Corporation, reached the largest vol
ume on record. The total was nearly 4 per cent larger 
than for March a year ago and 57 per cent larger than 
in February. Residential building contracts continued 
smaller than a year previous, but commercial and educa
tional construction and public works and utilities pro
jects were larger.

For the first quarter of this year, contracts awarded 
were about 4 ^  per cent below the exceptionally large 
volume for the corresponding period of last year, but 
were 26 per cent larger than in the first quarter of 1925. 
As will be noted in the accompanying diagram, the de
cline from 1926 was due chiefly to smaller amounts of 
industrial and residential building. The New York dis
trict showed a large reduction from the first quarter of 
1926, as did the southeastern district, which includes 
Florida. The Chicago and Philadelphia districts showed 
the largest increases.

B u i l d i n g

ifl-63

3 c 3 to n  

Jleto York.

Thiladelphia

Pittsburgh

Chicago

7-iinneapolrs 
Sc.Eastern 

Texcvs-------h.

U11

1399
1463

All Other
\Public UhUitT~? & Works
Industrial & 
Commercial

R esidential

1925 1926 1927 1925

reporting stores were 51 per cent of accounts outstand
ing at the beginning of the month, compared with 50 
per cent in March 1926.

Locality

New Y ork ..................................... .
Buffalo...........................................
Rochester......................................
Syracuse........................................
Newark............................................
Bridgeport.......................................
Elsewhere......................................

Northern New York S tate ... .  
Central New York State. 
Southern New York S ta te .. . . 
Hudson River Valley District
Capital District.........................
Westchester District...............

All department stores.................

Apparel stores................................
Mail order houses........................

Percentage Change 
March 1927 from 

March 1926

Net
Sales

Stock on 
hand end 
of month

+  0 .4  — 0.2
—  0.7  
+  3 .4  
+  5 .3  
— 13.2— 2.8 
— 19.5
—  4 .3
—  3 .8  + 2.6
—  3.6  + 2.0
+ 0.6
+ 1.8 
+  1.4

— 0.2 —11.6 + 1.2 
— 19.7 
+ 1.2 
—  9.6  
+  4 .0

— 1.6 
+  3.1

Per cent of Charge 
Accounts Out

standing February 
28 Collected 

in March

1927 1926

50.7
53.0
70.6

48 A

‘ 34.0

49.7

41.6

Sales classified by departments showed much the same 
tendencies as in February. The largest increases were 
in women’s wear and hosiery and in smaller depart
ments, such as books and stationery, and silverware and 
jewelry, while other important departments, including 
furniture and shoes, showed relatively small increases, 
and men’s wear, yard goods, and musical instruments 
and radio showed substantial declines.

1926 1927
Building Contracts Awarded in First Quarter of Each Year, 

Classified by District and by Type of Project.
(In millions of dollars.)

D e p a r tm e n t  S to re  T r a d e
Retail trade in this district, as reported by leading 

department stores, was less than 1 per cent larger in 
March than a year previous. A  considerable amount 
of Easter trade which was done in March last year no 
doubt was delayed until A pril this year. Three-fifths 
of all reporting stores had smaller sales in March than 
a year previous, and sales in most localities within the 
district either were below a year previous or showed 
smaller increases than in other recent months.

Sales in the first quarter of this year averaged about 
2 per cent larger than a year ago. Apparel store reports 
showed an average increase of about 2 per cent in March, 
and the first quarter sales were about 5 per cent larger 
than in 1926. Mail order sales in March were slightly 
larger than a year previous, following decreases in Janu
ary and February.

Stocks of merchandise remained smaller than a year 
ago, and the rate of stock turnover continued to be some
what higher. Collections in March also compared favor
ably with those of a year ago. The collections of

Books and stationery..............................
Silverware and jewelry...........................
Women’s and Misses’ ready-to-wear. .
Hosiery.......................................................
Home furnishings.....................................
Toys and sporting goods........................
Toilet articles and drugs........................
Linens and handkerchiefs......................
Shoes......................................................
Luggage and other leather goods.........
Furniture....................................................
Men’s furnishings.......................... ..........
Women’s ready-to-wear accessories. . .
Silk and velvets........................................
Woolen goods............................................
Men’s and Boys’ wear............................
Cotton goods.............................................
Musical instruments and radio.............
Miscellaneous............................................

Net Sales 
Percentage Change 

March 1927 
from 

March 1926

Stock on Hand 
Percentage Change 

March 31, 1927 
from 

March 31, 1926

+ 1 7 .7 —  2.8
+  13.6 —  4 .2
+  11.2 +  9 .7
+  9 .6 +  0 .6
+  8.3 —  0.3
+  7.4 —  2.4
+  6.3 —  3 .6
+  5 .7 +  4 .3
+  3 .2 +  5.3
+  1.7 +  3 .0
+  1.2 +  9 .8
—  0 .5 +  1.2
—  3 .8 —  1.0
—  4 .6 — 10.3
— 11.5 — 29.8
— 12.0 +  5.1
— 12.8 —  7.3
— 39.6 — 17.7
—  2.9 — 11.5

W h o le sa le  T r a d e
Sales in a majority of lines of wholesale trade were 

substantially larger in March than in February, in ac
cordance with the usual seasonal tendency, but the 
volume o f business in dollars continued in most cases 
below that of a year ago, partly due to price declines. 
A  weighted average of all reporting lines shows a decline 
of nearly 8 per cent from March 1926 sales.

Hardware sales were slightly larger than a year ago 
for the first time this year, and shoe sales continued 
above last year’s volume. The decline in m en’s clothing 
sales was the smallest in six months, but women’s cloth-
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ing sales continued to be considerably smaller than a 
year previous. A fter allowance for the lower prices this 
year, quantity sales of cotton goods and silk goods were 
probably larger than in March 1926, although dollar 
sales remained somewhat smaller. Machine tool sales 
were considerably below the sales of a year ago, and 
diamond and jewelry sales continued much smaller.

Stocks o f silk goods and hardware were smaller than 
a year previous for the first time in several months, and 
cotton goods stocks continued smaller in value, though 
probably not in quantity. Stocks of groceries, shoes, 
drugs, and diamonds and jewelry were larger than at 
the end of March 1926.

Commodity

Groceries....................
Men’s clothing..........
W omen’s dresses. . .  .
W omen’s coats and suits 
Cotton goods— Jobbers. 
Cotton goods— Com

mission ...................
Silk goods..................
Shoes...........................
Drugs..........................
Hardware...................
Machine tools**. . . .
Stationery..................
Paper..........................
Diamonds...................
Jewelry.......................

Weighted Average. . . .

March 1927 
from 

February 1927

Net
Sales

+  17.3 
+  11.9 +10.1 
+  18.9 
+  5.6

+25 .9  + 12.1 
+ 46 .5  
+ 4 2 .5  
+ 2 9 .2  + 6.1 
+  2.3 
+ 2 0 .7  
— 10.3 
+  14.1

+  18.2

Stock 
end of 
month

—  7.1

+  5.4

—  7.3*
—  3.8
—  8.3— 2.2

+ 6.0

Percentage Change 
March 1927 from March 1926

Net
Sales

—  6.3
—  5.5  
— 13.9 
— 23.0
—  2.5

—12.2
—  3.1 
+  4 .4
—  1.3 
+  3.1 
— 17.2
—  5.7— 1.0 
— 28.5 
— 13.2

7.8

Stock 
end of 
month

+ 6.1

—  7.4

— 2.0* 
+  10.7 
+ 1 1 .7  
—  3.1

+  9.3

Collec
tions

—  4 .5
—  7.9

— 2.0 
—  2.5

—  7.9 
+  0 .4  
+ 21 .3  
+  8 .4

’+6.2

-12.8
— 2.2

A cct’s
Receiv

able

— 2.0 
+ 1.1
— 23.0 — 8.1

—  2.5  
+  0 .3  
+ 2 5 .8
—  3 .6

— i7\0
—  2.5

3 .0

*=Quantity not value. Reported by the Silk Association of America.
**== Reported by the National Machine Tool Builders’ Association.

I n c r ea sin g  U se  o f  P o w e r  in  F a cto r ie s

The summary report of the 1925 Census of Manufac
tures which was issued recently contained or suggested

PER a m .

New York State Department of Labor Index of Per Capita Earn
ings of Factory Workers, Compared with U. S. Bureau of 

Labor Statistics Index of Manufactured Commodity 
Prices. (1914 = 1 0 0  per cent.)

a number of interesting facts indicating the progress 
that has been made in recent years toward more efficient 
employment of labor in the factories of the United 
States. Among these are the follow ing:

1. The value of products manufactured was slightly 
larger in 1925 than in 1919, despite a decline of 
20 to 25 per cent in commodity prices. This would 
indicate quantity output o f factories about 30 per 
cent larger in 1925 than in 1919.

2. The average number of wage earners employed in 
1925 was 7 per cent smaller than in 1919.

3. The proportion of the value of factory products 
taken by wage payments was no larger in 1925 than 
in 1919 or earlier census years, although annual 
per capita earnings of factory workers were 10 per 
cent larger in 1925 than in 1919.

4. Primary horsepower employed in factories in 1925 
was 22 per cent larger than in 1919 and 60 per 
cent larger than in 1914.

The explanation of apparent contradictions between 
larger production and smaller working forces, and be
tween high wages and reduced commodity prices with
out the absorption of an increased portion of the value 
of products by payroll expenditures, seems to lie very 
largely in the last item— the rapid increase in the use 
of power in factory production and an accompanying 
increase in per capita output.

More than 4 horsepower for each wage earner was 
used in 1925, as compared with about 3%  horsepower 
in 1919. This increase in the ratio of power to wage 
earners had been in progress for a long time, but it is 
only since 1919 that power has been used in sufficient 
quantity and so effectively that the increase in produc
tion necessary to meet the needs of a growing population 
with an increasing purchasing power has been main
tained without increased working forces. The develop
ment of more efficient machinery and improved organi
zation of factory processes undoubtedly have been very 
important supplements to the increase in quantity of 
power used.
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o f  C r e d i t  a n d  B u s i n e s s  C o n d i t i o n s

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York June 1, 1927

B u sin ess C o n d it io n s  in  th e  U n ite d  S ta tes

I NDUSTRIAL output declined in A pril reflecting 
reduced activity both in mines and in factories. 
Distribution of commodities by railroads and retail 

trade increased, and the level of prices showed a further 
slight decline.

P r o d u c t io n

Decreased output of industry in April, as compared 
with March, was due chiefly to the coal miners’ strike, 
which caused a large decline in the production o f bi
tuminous coal. Among manufacturing industries, 
which as a whole were somewhat less active in April 
than during the previous month when allowance is made 
for usual seasonal changes, reductions were reported 
in the iron and steel and textile industries, as well as 
in meat packing and in the production of building ma
terials. The manufacture of motor cars, though it 
showed the usual seasonal increase in April, continued 
at a lower level than a year ago. Petroleum production 
continued in record volume, notwithstanding large 
stocks and declining prices. Value of building contracts 
awarded declined slightly in A pril from the record high 
figure in March, but was larger than last year. The 
decline in building between March and A pril reflected 
reduced activity in the construction of commercial, in
dustrial, and educational buildings, while contracts for 
residential and public buildings increased.
PERCENT

Index Numbers of Production of Manufactures and Minerals,
Adjusted for Seasonal Variations. (1923-25

averager:: 100 per cent).

On the basis of conditions on May 1, the Department 
of Agriculture forecasts a winter wheat crop of 594,000,-
000 bushels, or about 5 per cent less than in 1926. Con
tinued wet cold weather over much of the corn belt 
and also in the spring wheat area has retarded the 
planting of spring crops.

T r a d e

Commodity distribution at retail was larger in April 
than at the same season of any previous year, owing 
in part to the lateness of the Easter holiday. Depart
ment store sales were approximately 7 per cent larger 
than in A pril of last year, and sales of mail order 
houses and chain stores were also in large volume. 
Wholesale trade showed about the usual decrease be
tween March and A pril and continued smaller than in 
the corresponding month of last year. Inventories of 
merchandise carried by department stores were in about 
the same volume at the end of A pril as in March, while 
stocks of wholesale firms were smaller.

Railroad car loadings were larger in A pril than is 
usual at that season of the year, reflecting chiefly large 
shipments o f iron ore, coke, grain, and grain products, 
but also increased movement of miscellaneous freight 
and of merchandise in less-than-carload-lots. Coal ship
ments were 27 per cent smaller in A pril than in the 
preceding month.
PER CENT

Index of Sales of 359 Department Stores, Adjusted for Seasonal
Variations and Unadjusted. (1919=100 per cent).
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TER CENT.

W holesale Price Indexes o f United States Bureau of Labor Statistics. 
(1913 averagerr100 per ce n t).

P rices

In April there was a further slight recession in the 
general level of wholesale prices, as measured by the 
index of the Bureau of Labor Statistics, but in the first 
three weeks of May price conditions were firmer. The 
decline in A pril reflected chiefly a decrease in the pricc- 
of petroleum, lumber, and several of the non-ferrous 
metals. There was little change in the level of agricul
tural prices which have been fairly constant since the 
beginning of the year. During the first three weeks of 
May prices of grain, cotton, iron and steel, petroleum, 
lumber, and hides advanced, while those of livestock, 
coke, and non-ferrous metal declined.

B a n k  C r e d i t

Volume of credit of weekly reporting member banks, 
as measured by their total loans and investments, in
creased by more than $300,000,000 during the month 
ended May 18, and was on that date at the highest level 
on record. This growth represented for the most part 
an increase in the banks’ holdings of investments and in 
the volume of their loans on stocks and bonds, while 
commercial loans showed relatively little change.

At the Reserve Banks there was a decrease during 
the month in total volume of credit outstanding, owing 
to the receipt of a considerable amount of gold from 
abroad, in addition to the purchase abroad by these 
banks of about $60,000,000 of gold that is now held 
earmarked with a foreign correspondent. The banks’ 
holdings of acceptances and of Government securities 
declined by about $85,000,000, while discounts for mem
ber banks increased by about $45,000,000, apparently 
in response to the increased reserve requirements arising 
from the growth in the member bank deposits.

Conditions in the money market were comparatively 
stable during the first three weeks of May and there 
were no changes in rates quoted on prime commercial 
paper and on acceptances.

"BILLIO NS o f  DOLLARS

M onthly A verages o f W eekly F igures for M em ber Banks in 101 
Leading Cities. (L atest F igures are A verages for 

Three W eekly R eport Dates in M a y ).

M o n e y  M a r k e t
Loans and investments of commercial banks increased 

in May to the highest level of the year. The largest 
element in this increase was an increase in investments 
of these banks during the four weeks ended May 18 to 
new high levels. Nearly 90 millions of the 165 million 
dollar increase for all reporting banks occurred in this 
district.

Loans to brokers and dealers in securities placed by 
New York City member banks increased over 50 millions 
to the highest level since the beginning of March 1926, 
accompanying the further rise in security prices. Total 
loans secured by stocks and bonds showed a correspond
ing increase, and for all reporting banks were 120 
millions higher on May 18 than a month previous and 
360 millions higher than a year ago, and in the New 
York district were 60 millions higher than a month ago 
and 105 millions higher than a year ago. Commercial 
loans also held at a high level during the month, both 
in this district and the country as a whole.

The accompanying rise in deposits resulted in an 
increase in the required reserves of member banks, which 
is shown in the diagram on the following page for 22 
principal New York City banks. Reserve requirements 
of these banks have increased 35 million dollars from 
the low point of the year, and are 25 millions higher 
than a year ago whereas three months ago they were 
lower than last year.

This increase in reserve requirements has been an 
important factor in moderately firm money conditions 
in recent weeks. A  renewed inflow of gold occurred in 
May, but was offset by reductions in the bill and security 
holdings of the Federal Reserve Banks. Other influences 
on the market included the purchase by the Reserve 
Banks of nearly $60,000,000 of gold abroad and a sale 
of gold here to foreign account. As a consequence of 
these different factors money rates remained at approx
imately the same levels as in April, and were higher than 
in the corresponding month of any year since 1923. The
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Required Reserves of 22 Leading New York City Banks.
Money Rates at New York

Call m oney...............................................
Time money— 90 d ay ............................
Prime commercial paper.......................
Bills— 90 day unendorsed.....................
Treasury certificates and notes

Maturing June 15..............
Maturing September 15... 

Federal Reserve Bank of New Y ork-
rediscount rate....................................

Federal Reserve Bank of New York—  
buying rate for 90 day bills...........

May 28 
1926

April 28 
1927

M ay 27 
1927

*4
43M-4

2.70
3.14

314
3H

*4
4 % 

4-4 l/i 
3%
3.46
3.51

4

3%

*±y2
4 % -4  H 

4-4 H 
3 5A

3.15
3.23

4

3*4

* = Prevailing rate for preceding week.

following table compares rates prevailing near the end 
of May with those of a month ago and a year ago.

Borrowing from the Federal Reserve Bank in May 
was larger than in May last year as is shown in the ac
companying diagram.

C o m m e r c i a l  P a p e r  M a r k e t

The commercial paper market was rather qniet during 
the month due principally to a lack of demand from 
interior institutions. Notwithstanding this condition, 
rates on prime names were generally steady at 4-4*4 
per cent. The demand for new loans in the open mar
ket was only moderate, and dealers’ supplies of paper 
remained limited. The amount of commercial paper 
outstanding through 26 dealers at the end of April was 
$599,000,000, a decrease of about 1 per cent during the 
month, and of nearly 10 per cent from a year ago.

B i l l  M a r k e t

The supply of bills continued moderately large in 
May and was enhanced by several substantial syndicate 
offerings covering the storage of commodities. Demand 
for bills was likewise moderately active, due chiefly to 
buying of 90 day maturities for foreign account. In
vestment buying by local banks was rather light and 
scattered. Dealers’ portfolios during the most of the 
month remained near the high levels reached at the end 
of April. The rate for 90 day unindorsed bills was 
unchanged at 3%  per cent on dealers’ sales, and rates 
on other maturities were steady except for a decline in 
the 6 months offered rate to 3%  per cent in the latter 
part of the month.

V A

V / vL : 19; 16

1927 o LL LO»\N RA:~E WeiklyAi ercLge

Federal Reserve Bank of New York Loans to New York City 
Reporting Member Banks and Average Call 

Loan Renewal Rates.

S e cu r ity  M a rk e ts

The advance in stock prices continued in May fo l
lowing a temporary reaction in the latter part of April. 
Industrial stock averages rose on the average to about 
5 points above the previous high level and about 10 
points above the highest level of 1926. Railroad shares 
also were strong, with representative price averages 
the highest in more than 20 years. Activity on the E x
change decreased slightly in May, but sales averaged 
nearly 2,000,000 shares a day.

In the bond market, further strength in corporation 
issues early in the month carried prices about ^2 point 
higher and, notwithstanding a subsequent slight de
cline, representative averages remained higher than at 
any previous time since the early months of 1913. 
United States Treasury bond issues were strong. The 
Treasury 3 % ’s and 4 ’s rose to new high points since 
issuance, but Liberty issues remained below the high 
levels of March. Foreign bonds, which showed a de
clining tendency in April, were firmer in May.

New security offerings during May were considerably 
larger in the aggregate than a year ago, and not far 
short of those of April, which, with the exception of 
February, were the heaviest for any month on record. 
The principal new issue of the month was the offering 
of $60,000,000 of corporate stock and serial bonds of 
the City of New York. This issue was floated at an in
terest cost of 3.94 per cent, compared with 4.12 per 
cent for a similar issue in January, the most favorable 
terms on which the City has borrowed since 1909.

The amount of railroad financing about equaled 
that of February and included two large issues, one of 
$50,000,000 by the Erie Railroad Company and the 
other of $48,000,000 by the Chesapeake Corporation. 
Industrial and public utility offerings also included
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Amount of Foreign Security Offerings in the United States, 
Exclusive of Refunding Issues.

some very large issues, and were somewhat larger than 
in April. Flotations of foreign loans in this market, on 
the other hand, showed a decline in May from the large 
totals of recent months. As the accompanying diagram 
shows, the volume of foreign securities offered in this 
country during the first four months of this year was 
larger than in the corresponding period of any of the 
past five years.

T h e  F o re ig n  E x ch a n g e s

Sterling exchange, which had been as low as $4.851/s 
in the third week of April, rose rapidly to $4.85% on 
May 4 ; and then dropped to $4.85 on the 18th, a level 
low enough to move a small amount of gold to New 
York from London. From this point it rallied to above 
$4.85%.

Throughout April, the German mark was quoted at 
about 23.70 cents; early in May it weakened, falling to 
23.65 cents on the 10th, but rallied from this level to 
23.69 cents. At its low, it was below the gold point on 
London, and gold movements from Germany to London 
were reported.

The Italian lira was strong. A fter crossing 5 cents 
in the middle of April, it touched 5.66 cents on the 25th, 
reacted to 5.09 on May 2, rose to 5.51 on the 9th, and 
steadied just under 5%  cents for the remainder of the 
month. Other European rates were quiet except for 
a small decline in pesetas, which at 17.50 cents in the 
middle of May, were off about one-half cent from the 
highest figure of April. Swedish crowns were some
what heavy, but Swiss francs and Netherlands florins 
were firm. Fluctuations in French and Belgian francs 
were nominal.

Among the American rates, Canadian dollars were 
strong, being quoted at a premium throughout the 
month. Argentine pesos were steady slightly under 
parity, while Brazilian milreis scarcely fluctuated from 
the quotation of 11.84 cents.

In the Far East, the Indian rupee rose from 35.94 
cents at the opening of the month to 36.13 cents on the 
11th, a figure thereafter maintained. The yen, which, 
after its abrupt drop to 46.62 cents on the 21st of April, 
had recovered to 47.70 cents on the 30th, fell slowly to 
46.18 cents on May 20, but steadied slightly above that 
figure. Bar silver continued firm, the range for May 
from 55.88 cents to 57.75 cents being almost the same 
as for April. The silver exchanges were similarly steady 
wTith narrow fluctuations.

C e n tra l B a n k  R a te s

On May 12, the Bank of Poland reduced its discount 
rate from %y2 per cent to 8 per cent. For this insti
tution, this is the third reduction this year, as the rate 
was reduced from 9*4 per cent to 9 per cent on Febru
ary 11, and from 9 per cent to 8y2 per cent a month later.

G o ld  M o v e m e n t

The inflow of gold was resumed in May, and prelimi
nary reports indicated that the net excess of imports 
since January 1 has been close to $120,000,000.

Receipts of gold during A pril totaled $14,500,000, and 
included $6,000,000 each from England and Japan. 
Exports were only $2,600,000, of which $1,200,000 went 
to Brazil, $600,000 to Mexico, and $500,000 to China.

During May the chief movement o f gold at New York 
was the arrival of approximately $24,000,000 from Eng
land. The receipt of an additional $2,000,000 at San 
Francisco was reported, which brings the total receipts 
from Japan this year to $20,000,000. Exports from the 
Port of New York were very small in May.

The following table summarizes the chief movements 
o f gold in the first five months of the year.

(In thousands of dollars)

Source or Destination

Canada............................
England..........................
France..............................
Germany.........................
M exico.............................
Chile................................
China & Hong K on g ...
Japan...............................
Australia.........................
British M alaya..............
All other..........................

To ta l.....................

January to 
April 1927

United States

Imports

112,540

Exports

45,274 3,224
13,317 6
21,000

13,787
' 2,170 2,323

3,644
647 ’ 1,891

18,000
4,874

1,377
* ’3,614 2,912

25,520

M ay 1 to 26 

New York District

Imports

26,051

13

365

26,429

Exports

46
460

150
67

723

T im e  a n d  D e m a n d  D e p o s its

The results o f the Comptroller of the Currency’s call 
for statements o f the condition of National banks on 
March 23 indicate that the tendency for time deposits 
to increase much more rapidly than demand deposits 
has continued during the past year. Demand deposits 
were slightly smaller than on A pril 12, 1926, but time 
deposits increased 14 per cent during the year.
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Percentage of Time Deposits and Demand Deposits to Total Deposits 

in National Banks (Exclusive of Deposits 
of Correspondent Banks).

As the accompanying diagram shows, time deposits 
constituted more than half o f the total deposits of coun
try banks for the first time on a call date. The increase 
in time deposits during the year was much more rapid 
in central reserve and reserve cities, however, amount
ing to 34 per cent, as compared with 5 per cent in coun
try banks. Since 1915, time deposits have increased 
from 28 per cent to 51 per cent of the total deposits of 
country banks, and from 8%  to 28 per cent of the total 
deposits o f central reserve and reserve cities, while the 
proportion o f demand deposits has been correspond
ingly reduced.

F o re ig n  T r a d e
Exports of merchandise, valued at $415,000,000, 

were slightly larger than in March and $27,000,000 
above a year ago, and were the largest in any April 
since 1920. Imports valued at $378,000,000 were about 
the same as in March, and $20,000,000 less than in 
April 1926.

Quantity receipts of both crude rubber and raw silk 
were considerably larger than in March and nearly 50 
per cent larger than a year ago. Rubber imports, ac
cording to available data, were the largest ever recorded 
for a single month, but as prices were about 30 per 
cent less than a year ago, the total value was not much 
larger than in April 1926.

The increase in value of exports of grain and raw 
cotton accounts for the gain over A pril 1926 in total 
exports. Shipments abroad of grains, valued at $34,- 
000,000, were approximately double the value of ship
ments a year ago and were $13,000,000 more than in 
the previous month, contrary to the usual seasonal ten
dency. Cotton exports showed the usual decline from 
March, but were the largest in volume in any April in 
the past twenty-five years. The accompanying diagram 
of cumulated cotton exports for the crop year 1925-1926 
and thus far in 1926-1927 indicates the large increase 
in export demand for cotton that has followed the low 
prices of the past year. Of last year's cotton crop 54 
per cent was exported between August 1 and A pril 30, 
whereas in the corresponding period of 1925-1926 only 
44 per cent of the smaller 1925 crop was exported.
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Cumulative Cotton Exports in 1925-26 and 1926-27 Crop Years.

P r o d u c t io n
A  high level of productive activity was maintained 

in April, although in some lines there was a slight re
duction from the March level, even after allowance 
for the usual seasonal change. Anthracite coal produc
tion increased substantially, and a further increase 
occurred in the first half of May, so that the output was 
higher than a year previous for the first time since 
February. Motor vehicle output in A pril showed less 
than the usual seasonal expansion over March, but has 
been well maintained in May, according to the indica
tion o f employment data, whereas last year a steady 
decline occurred from March to June. Activity in the 
iron and steel industries was well maintained in April, 
and trade reports indicate slight curtailment in May.

Textile mill activity showed some reduction in April, 
but operations in the cotton goods and silk goods in
dustries continued fairly high. The accompanying 
diagram, based on reports issued by the Association 
of Cotton Textile Merchants of New York, indicates 
that the volume of business in cotton goods has so in-
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creased following last year’s drop in raw cotton prices, 
that despite moderately high levels of production, mill 
stocks of goods have been reduced to small proportions 
and unfilled orders have increased from less than one 
month’s production last summer to over two months’ 
output at the end of April. Current reports indicate 
a continued high level of production and new business 
in May, although the sharp advance in raw cotton is 
reported to have unsettled the market somewhat at the 
end of the month.

This bank’s production indexes in which allowance 
has been made for seasonal change and year-to-year 
growth, are shown below.

(Compound trend of past years=100 per cent)

PERCENT PER CENT.

Producers’ Goods
Pig iron .........................
Steel ingots ...............
Bituminous coal..........
Copper, U. S. mines. .
Tin deliveries/’ .............
Z inc................................
Petroleum r ...................
Gas and fuel oil...........
Cotton consum ption.. 
Woolen mill activity*.
Cement..........................
Lumber.........................
Leather, sole................
Silk consumption*.

Consumers' Goods
Cattle slaughtered.................
Calves slaughtered...............
Sheep slaughtered.................
Hogs slaughtered...................
Sugar meltings, U. S. ports.
Wheat flour............................
Cigars............... .......................
Cigarettes................................
Tobacco, manufactured. . . .
Gasoline...................................
Tires.........................................
Newsprint...............................
Paper, tota l............................
Boots and shoes.....................
Anthracite coa l......................
Automobile, a ll......................
Automobile, passenger.........
Automobile, truck.................

1926

Apr.

1927

117
113
109
107
114r101
105r10110086112111
67

105

116
93

113
92
93 
97

105
81

107 
139 
124 
129
99
90

108 
129 
133 110

Feb.

108111
130
108
94r
98 

125r 
108 
108
92
99 
92 
84

114

106
109
116
75
92
90
9966

107
157
131
118
95
96r
85

118
119
115

Mar.

114 112 
133
96r
97r
98

120r
106
115 
91

124
85
88r

130

111102112
98

108
98

107
75

107
157
130
119
95
96 
73

118
125
91

Apr.

115111
94101

104
94

106 
86 p 122

*84
126

11186
109
96

ios
98
78

103

116

*92 p 
93 112 

118 86
*Seasonal variation not pllowed for p~  Preliminary r=Revised

E m p lo y m e n t

Employment reports for A pril from both State and 
Federal Labor departments indicated some reduction 
in factory activity from the March level, especially in 
seasonal lines such as apparel and shoes. The principal 
increases during the month were in the production of 
building materials. The automobile industry showed 
some further increase, but working forces in most of 
the other metal industries were reduced.

In view of the drift in population from the farms 
to the cities, which has been reported in recent years, it 
is interesting to note the tendencies of factory employ
ment and farm labor supply that are shown in the ac
companying diagram. Factory output has been main
tained with gradually diminishing working forces dur
ing recent years, and labor has been released for other 
industries. Accompanying this decline in factory em
ployment, the supply of farm labor has increased, and 
on April 1 was slightly in excess of the demand in the

Employment^ in F actories and Farm  Labor Supply in New Y ork  
State and in the United States. (F a ctory  Em ploym ent, 1919 =

100 per cen t; Farm  Labor Supply in P er Cent o f Demand, 
as Reported by U . S. Departm ent o f  A gricu ltu re ).

country as a whole for the first time on that date in 
the last five years.

This increase in the supply of farm labor has oc
curred without the inducement of high wages— farm 
wages have increased less than factory wages in recent 
years. Additional evidence of reduced opportunities 
for securing industrial employment appears in labor 
turnover records; the “ voluntary quit rate”  for April, 
computed by the Metropolitan Life Insurance Company, 
was the lowest for that month since 1921, which indi
cates that factory workers are in general finding it 
difficult to better themselves and are holding closely to 
their present employment.
B u ild in g

The volume oc building contracts awarded in April 
continued large, according to the F. W . Dodge Corpora
tion reports for 37 states east of the Rockies. The total 
was 6 per cent larger than for A pril 1926 and only 3 
per cent below the record volume of March of this year. 
For the first four months of this year, building contract 
awards have been less than 1 per cent below the total for 
the same period of last year. Residential building in
creased in A pril and was slightly larger than a year ago 
for the first time since June 1926 and public works and 
utility projects showed a large increase over a year ago, 
but contracts for commercial, industrial, and educational 
buildings were smaller than in the previous month or 
A pril of last year.

The New York district continued to show a decrease 
from a year ago, due chiefly to smaller awards for resi
dential and commercial buildings. The Southeastern 
district was considerably below last year’s level, but 
large increases in activity were reported in the Phila
delphia, Pittsburgh, and Chicago districts.
In d e x e s  o f  B u sin ess  A c t iv i t y

This bank’s indexes of business activity generally 
reflect a large volume of trade in April. Bank debits 
outside New York City were approximately the largest 
in recent years after allowance for seasonal variation, 
year-to-year growth, and price changes, and debits in 
New York City remained high. Retail trade was larger
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than last year even after adjustment of the figures to 
make allowance for the late Easter. Car loadings of 
the bulk commodities were affected to some extent by 
the bituminous coal strike, but total freight car loadings 
were the largest ever reported for the month of April.

In the following table are given A pril indexes of 
business activity in per cent of trend with allowance 
for seasonal variations, and, where necessary, for price 
changes,

(Computed trend of past years=100 per cent)

A P R IL
19Z6 -1 0 0 °/o

Primary Distribution
Car loadings, merchandise and misc..
Car loadings, other................................
Exports.....................................................
Imports.....................................................
Grain exports..........................................
Panama Canal trafficr..........................

Distribution to Consumer
Department store sales, 2nd Dist..
Chain store salesr..............................
Mail order salesr. ..............................
Life insurance paid forr ...................
Real estate transfers/*.......................
Magazine advertising.......................
Newspaper advertising?*...................

General Business Activity
Bank debits, outside of N. Y. C ity .........
Bank debits, New York C ity ....................
Bank debits, 2nd Dist. excl. N. Y . C ity . 
Velocity of bank deposits, outside

N. Y . C ity .................................................
Velocity of bank deposits, N. Y . C ity .. . 
Shares sold on N. Y . Stock Exchange*..
Postal receiptsr.............................................
Electric power...............................................
Employment in the United States...........
Business failures...........................................
Building permits............... ...........................
New corporations formed in N, Y. State.

General price level.......................................  186

1926

Apr.

108111
94

129
75
97r

89
98r
99r

112r
107r100
105r

115
130
105

105
124
144
lOlr111
103121
147112

1927

Feb.

110
107
94

105
57
94r

105
106r
99r

HOr
102r102
103r

116
134
105

108
134
204

98r
113100
107
153
116

184

Mar.

108
106
98

117
71
97r

98
102r
99r

119r
lOOr
97
98r

115
141
109

106
135
227

97r
117100
119 
130120
184

Apr.

109
107
104p
127p
135
96

81
103102
114
96
98101

119
137
109

107
134
229
97

100121
129
114

183

*=Seasonal variation not allowed for v — Preliminary r=  Revised

C h a in  S to re  Sales

Total sales of reporting chain store systems showed an 
unusually large increase over a year previous in April. 
Sales of variety stores were nearly 50 per cent larger 
than in April 1926, and the increases in grocery, ten cent 
store, shoe, and candy chains were larger than in other 
recent months.

Percentage Change 
April 1927 from April 1926

Type of Store
Number

of
Stores

Total
Sales

Sales
Per

Store

Grocery................................................................................. +  8 .4 + 1 8 .6 +  9 .3
Ten cent................................................................................ +  8 .3 + 2 1 .0 + 1 1 .7

+ 2 2 .5 + 15 .8 —  5.5
T obacco................................................................................. +  3 .8 +  4.4 +  0 .4

+ 1 0 .7 + 21 .6 +  .9.9
Variety.............................................................................. .. . + 1 5 .8 + 4 9 .0 + 2 8 .7
Candy.................................................................................... +  2 .2 +  8.5 +  6 .2

T ota l............................................................................. +  8 .3 + 20 .4 + 11 .2

Average sales per store showed the largest increase 
for any month in at least three years. A  considerable 
part o f the increase was probably due to Easter trade, 
but some of the increase reflected the less rapid expan
sion in the number o f stores operated in several lines 
during the past year than in the preceding year.

April 1927 Average Sales Per Store in Leading Chain Store 
Systems Compared with April 1926.

W h o le s a le  T r a d e

Sales o f reporting wholesale dealers in this district 
in A pril continued to average less than a year ago, but 
the decrease was the smallest since last June. Smaller 
sales in value, though perhaps not in quantity in all 
cases, continued to be reported in groceries, m en’s 
clothing, women’s coats and suits, silk goods, drugs, 
machine tools, stationery, paper, and jewelry, but sub
stantial increases were reported in dresses, shoes, and 
diamonds. Commission house sales of cotton goods 
were also slightly larger than a year ago, notwithstand
ing the decline in prices during the year, and hardware 
sales were practically the same as a year ago.

Commodity

Groceries....................
Men’s clothing..........
Women’s dresses. . .  . 
Women’s coats and suits 
Cotton goods— Jobbers 
Cotton goods— Com

mission........................
Silk goods.......................
Shoes................................
Drugs..............................
Hardware.......................
Machine tools**...........
Stationery......................
Paper...............................
Diamonds.......................
Jewelry............................

Weighted Average.. .

Percentage 
Change 

April 1927 
from 

March 1927

Net
Sales

— 6.0 
— 38.4
—  9 .7  
— 52.4 
— 13.4

— 22.5
— 31.6
—  7.3 
— 10.3 + 2.8 
— 16.8
—  9 .6
—  3.6  +12.1
—  4.8

-18 .4

Stock 
end of 
Month

9 .0

+  0 .7*
—  5.6  
— 14.4
—  3.4

+  0 .7

Percentage 
Change 

April 1927 
from 

April 1926

Net
Sales

—  3.7
—  6.5  
+  16.7 
— 14.9
—  4 .7

+ 2.1— 6.6 
+ 1 6 .4
—  3.3
—  0.4
—  5.7  
— 10.6
—  1.7 
+  8 .7
—  1.7

— 1.4

Stock 
end of 
Month

6.4

+ 1.6

—  1.7* 
+  17.3 
— 14.9
—  4 .0

+  4.9

Per cent of 
Accounts 

Outstanding 
March 31 
Collected 
in April

79.
36.

46
49
44
47.

77.8
71.9
29.4

55.7

1926

82.3
39.4

65.4
35.6

48.5
44.9
50.1
41.4

67! 6
69.5
27.2

55.7

* = Quantity not value. Reported by the Silk Association of America.
* * = Reported by the National Machine Tool Builders’ Association.

D e p a r tm e n t  S to re  T r a d e

Sales of leading department stores in this district in 
April showed the largest increase over a year previous 
since last August, due largely to the fact that a larger 
part of the Easter trade came in A pril this year. In-
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creases in the first quarter were comparatively small, but 
the large April sales brought the total for the first four 
months of the year about 3%  per cent above that for 
the corresponding period last year.

Apparel stores also reported a substantial increase in 
April, and mail order sales compared more favorably 
with those of a year previous than in any month since 
last November.

Stocks of merchandise on hand in department stores 
were smaller than in A pril 1926, so that the rate of 
stock turnover was considerably higher. For the first 
four months of this year the ratio of sales to average 
stocks carried was about 4 per cent higher than in the 
corresponding period last year. The ratio of collections 
to accounts outstanding at the beginning of the month 
was slightly higher than a year ago for the second con
secutive month, whereas in each month of the preceding 
year the ratio of collections had been running lower 
than a year previous.

Locality

Percentage Change 
April 1927 from 

April 1926

Per cent of 
Charge Accounts 

Outstanding 
March 31 

Collected in April

Net
Sales

Stock on 
hand end 
of month

1927 1926

New Y ork .......................................... +  6 .7  
+  0 .9  
+  3 .6  
- f  7 .7

—  0 1 52.9 51.0
47.6
59.8

Buffalo................................................
Rochester...........................................

— 10.6 
+  1.1 
— 19.5

54.0 
55 7

Syracuse.............................................
Newark............................................... + 1 7 .2  

+  7 .6  
+  8.1
+ 2 1 .6

+  3 .3  
—  9 4

‘ 47! 6 “ 47.2
Bridgeport.........................................
Elsewhere........................................... —  3 .7 ’ '35.0 ' '35.5

Northern New York State........
Central New York State............ +  6 .6  

+  8 .0  
—  5 .0

Southern New York State........
Hudson River Valley Dist.........
Capital District............................ +  11.6 

+ 19 .1Westchester District...................

All department stores..................... +  7 .7 —  1.6 50.1 48.7

Apparel stores................................... +  7 .0
+  5 .0

+  5.9 44.5 41.0
Mail order houses............................

The apparel and shoe departments accounted for most 
of the increase in sales, reflecting Easter business in 
the first half o f the month, and an earlier spring than 
last year. Sales of furniture and of home furnishings 
and supplies showed relatively small increases, and 
textile sales continued smaller than a year ago.

Net Sales 
Percentage Change 

April 1927 
from 

April 1926

Stock on Hand 
Percentage Change 

April 30, 1927 
from 

April 30, 1926

Men’s and Boys’ wear.............................. + 26 .1 —  0 .5
Books and stationery................................ + 23 .1 +  0 .4
Shoes.............................................................. + 2 0 .6 +  6 .0
Silverware and jewelry.............................. + 1 8 .6 —  2.4
Toys and sporting goods.......................... + 1 7 .8 +  1.9
Men’s furnishings....................................... + 1 5 .7 +  6 .9
Hosiery......................................................... + 1 5 .7 +  10.8
Women’s and Misses’ ready-to-wear. . . + 1 4 .7 +  8 .6
Luggage and other leather goods........... + 1 3 .3 +  1.4
Women’s ready-to-wear accessories. . . . +  7 .4 —  4.1
Home furnishings....................................... +  4 .4 +  0 .6
Toilet articles and drugs.......................... +  2 .8 —  0 .5
Furniture...................................................... +  1.7 +  4 .9
Linens and handkerchiefs......................... +  0 .8 +  4 .7
Musical instruments and radio............... +  0 .7 — 16.1
Woolen goods.............................................. +  0 .4 — 18.8
Silks and velvets........................................ —  3 .6 —  7.7
Cotton goods............................................... — 10.7 —  4 .0
Miscellaneous.............................................. —  1.4 —  3 .0

Business Profits
Earnings reports of 164 manufacturing and mercan

tile companies showed net profits for the first quarter of 
this year about 1 per cent larger than in the correspond
ing months of 1926, which was a period of exception
ally large profits. These same concerns in the first quar
ter of 1926 reported an increase of 25 per cent over
1925. There was, however, much irregularity of earn
ings as between different kinds of industries, probably 
reflecting the downward tendency in prices of industrial 
products while labor and other costs remain at high 
levels.

Cdemical | 
Timing & Smelting | 

Motor | 
food & Food Froduds |

O il I
Steel |

Building Supplies I

FIRST QUARTER 1926-100 °/a

Ism

ESI

Hotor accessories 
Industrial Group

Telephone | 
OifwrJiddic Utilitieŝ  
Class I Railroads |
Profits of Industrial and Public Utility Corporations and Earnings 

of Class I Railroads, First quarter of 1927 
Compared with 1926.

The largest percentage gains over 1926 were made by 
the chemical, and mining and smelting companies, and 
corporations engaged in the production of food and 
food products. The motor group ’s earnings as a whole 
were ahead of last year, but, if the General Motors Cor
poration were excluded, profits in the motor industry 
would be smaller than a year previous, as were total 
profits for the year 1926. As the accompanying dia
gram shows, other groups of industrial corporations 
generally reported a smaller net return than in 1926.

(Net Profits in thousands of dollars)

No. of 
Corpo
rations

1925 1926 1927

First
Quarter

First
Quarter

First
Quarter

17 48,247 71,979 77,604
M otor Accessories............................................. 8 6,146 6,625 4,807
O il......................................................................... 24 30,425 29,993 29,541

16 34,963 43,597 41,322
Food and Food Products................................ 20 16,358 20,921 22,434
Machine and Machine M fg............................ 15 7,433 8,106 6,635
Mining and Smelting....................................... 19 10,282 12,777 13,899

4 942 190 733
7 7,119 9,682 11,276

Building Supnlies.............................................. 8 4,196 4,191 3,675
26 14,484 18,027 16,054

Total 11 groups............................................. 164 180,595 226,088 227,980

70 44,400 50,500 57,500*
Other Public Utilities....................................... 15 26,798 29,327 30,054

Total Public Utilities...................................

Class I Railroads...............................................

85

184

71,198

205,000

79,827

224,000

87,554*

227,000
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York July 1, 1927

Business Conditions in the United States

I N DUSTRIAL production increased in May and con
tinued at a higher level than a year ago, while 
distribution of commodities was in smaller volume 

than last year. The general level of wholesale com
modity prices has changed but little in the past two 
months.

P roduction

Output of manufactures increased considerably in 
May, while production of minerals was maintained at 
the April level. Increased activity was shown in cotton 
and woolen mills, in meat packing, and in the produc
tion of lum ber; the output of iron and steel, nonferrous 
metals, automobiles, and building materials, after allow
ance for usual seasonal variations, was maintained at 
practically the same level as in April. Since the latter 
part of May, however, production of steel and automo
biles has declined. The total value of building contracts 
awarded continued slightly larger in May and in the 
first two weeks of June than in the corresponding period 
of last year. Production of winter wheat w'as estimated 
by the Department of Agriculture on the basis of June
1 condition at 537,000,000 bushels, or 90,000,000 bushels 
less than last year. The indicated rye production was 
placed at 48,600,000 bushels, which is 20 per cent larger 
than the crop in 1926.
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T rade

Sales of retail stores in May showed more than the 
usual seasonal decline from the high A pril level. Com
pared with May of last year, department store sales 
were about 4 per cent smaller, while those of mail order 
houses were slightly larger. Value of wholesale trade 
of all leading lines, except groceries and meats, was 
smaller in May than in A pril and in the corresponding 
month of 1926. Inventories of merchandise carried by 
department stores showed slightly more than the usual 
seasonal decline in May and at the end of the month 
were somewhat smaller than a year ago. Stocks of 
wholesale firms were also smaller than last year. Freight 
car loadings increased in May by less than the usual 
seasonal amount, and for the first time in over a year 
daily average loadings were in smaller volume than in 
the corresponding month of the preceding year. Load
ings of all classes of commodities except livestock, ore, 
and miscellaneous products were smaller than last year.

P rices

The general level of wholesale commodity prices has 
remained practically unchanged since the middle of 
April. Prices of grains, cotton, and hides and skins 
have advanced, but these advances have been offset in 
the general index by declines in the prices o f livestock, 
wool, silk, metals, and rubber.

Index Numbers of Production of Manufactures and Minerals,
Adjusted for Seasonal Variations. (1923-25

average == IOO per cent.)
Wholesale Price Index of United States Bureau of Labor

Statistics. (1913 average =  IOO per cent.)
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BILLIONS of DOLLARS

Monthly Averages of Weekly Figures for Member Banks in 101 
Leading Cities. (Latest figures are averages for 

three weekly report dates in June.)

B a n k  Credit

Demand for bank credit to finance trade and industry 
remained at a constant level between the middle of May 
and the middle of June, and the growth in the volume 
o f credit extended by member banks in leading cities 
during the period was in holdings of securities and in 
loans on stocks and bonds. Loans to brokers and dealers 
in securities by reporting member banks in New York 
City increased rapidly and on June 15 were in larger 
volume than at any previous time covered by the reports.

A t the Federal Reserve Banks there was little net 
change in the volume of bills and securities between May 
25 and June 22, the fluctuations during the period re
flecting largely the effects of Treasury operations. Dis
counts for member banks toward the end of June were 
in about the same volume as a month earlier while there 
was a decline in the Reserve Banks7 holdings of accept
ances and an increase in the portfolios of United States 
securities.

Conditions in the money market were fairly stable 
throughout the period, with slight advances in the rates 
on commercial paper and more recently on bankers 
acceptances.

Money Market

The principal influences on the money market during 
the past month were the continued rise in loans and 
investments of commercial banks and the quarterly tax 
period operations of the United States Treasury.

Even excluding the increase in holdings of Govern
ment securities on June 15, due to purchases of the new 
issue, the total loans and investments of reporting mem
ber banks advanced in June to new high levels in this 
district and in the country as a whole. Loans to brokers 
and dealers in securities placed by New York City banks 
increased to the highest point since the series of weekly 
reports was started, and were an important element in 
the increase of member bank credit. Investments in 
securities other than United States Government issues 
also reached the highest level ever reported, and com-

Reserve Bank Credit: Monthly Averages of Daily Figures for 
12 Federal Reserve Banks. (Latest figures are averages 

of first 23 days in June.)

mercial loans were moderately high for the time of year.
The first of the diagrams on the following page shows 

the unusually rapid expansion of credit by reporting 
banks in recent months, and the second indicates the 
consequent increase in the reserve balances which all 
member banks have maintained with the Federal Reserve 
Banks. The actual amount of reserve deposits varies 
slightly above or below the required balances, but reflects 
principally changes in requirements due to changes in 
deposits.

Partly offsetting the demand for reserve funds caused 
by this increase in reserve requirements, the amount of 
currency in circulation this year has been smaller than 
a year ago. Gold imports during the first four months 
of the year were o f sufficient amount to supply the in
creased demand for credit early in the year and to 
reduce the amount of Federal Reserve credit in use but 
in recent weeks there has been no large net inflow of gold 
and the continued expansion of member bank credit has 
prevented the usual seasonal reduction in the use of 
Reserve Bank credit or any easing in money rates. 
Commercial paper rates in June were the highest since 
January, and the rate on 90-day bills advanced near 
the end of June to the highest level since early in March. 
As the following table indicates, the rate level near the 
end of June was generally higher than a year previous.

Money Rates at New York

Call M oney.................................................
Time money— 90 d a y ..............................
Prime commercial paper.........................
Bills— 90 day unendorsed.......................
Treasury certificates and notes

Maturing September 15... . 
Maturing December 15. . . . 

Federal Reserve Bank of New York
rediscount rate......................................

Federal Reserve Bank of New Y  ork 
buying rate for 90 day bills................

June 29 
1926

May 27 
1927

June 29 
1927

*4 K-5 
4M 
4
3Vs

*4}4 
4% -4 M 
4-4 H

m

*4-5 
4 % 
4H

3 5A~3M

2.85
3.05

3.23
3.27

3.07
3.18

s y 2 4 4

3 K

CO 3M

* = Prevailing rate for preceding week.

A  very large volume of Treasury business again was 
transacted around June 15, without marked effect on the
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Amount of Currency in Circulation in the United States; Total Bills and Securities of All Federal Reserve Banks.

money market. Money rates remained steady through
out the tax period, although on June 15 Treasury re
demptions and interest payments exceeded income tax 
and other collections by approximately 250 millions in 
this district.

This large surplus of funds made available to the 
market was offset by temporary reductions in Reserve 
Bank holdings of bills and securities, and the sale to 
several member banks o f participations in the special 
one-day certificates of indebtedness issued to the Reserve 
Bank by the Treasury to cover its temporary overdraft. 
The collection of income tax checks during the follow
ing week withdrew funds from the New York market, 
and provided the Treasury with funds with which to 
repay the New York Reserve Bank, and simultaneously 
the participations of member banks were terminated.

Commercial P aper M arket

W ith the bulk of the sales at 4%  per cent, the rate for 
prime commercial paper generally was slightly higher 
than in the previous four months, and about ^4 of one 
per cent higher than a year ago. Due in part to the 
higher income return, bank investment demand for paper 
became more active, following the quiet market of May. 
There was little change in the amount o f accommoda
tion requested by open market borrowers and conse
quently dealers ’ holdings of paper remained light. A t 
the end of May, 26 dealers had outstanding $582,000,000 
of paper, an amount 3 per cent smaller than a month 
earlier, and 13 per cent smaller than in 1926.

B il l  M arket

Offerings o f bills to the market continued in large 
volume during the first part o f June, and as the demand 
was light due to a diminution of foreign account buy
ing, dealers’ portfolios increased substantially to the 
highest level o f the year and the bill holdings of the 
Reserve Bank also increased. Evidence of this condi
tion was shown by a return of the offering rate on
6 months bills to 3%  per cent, the level current prior to 
the reduction in the last half of May. Following this, 
exceptionally heavy buying of 90-day maturities for 
foreign account developed, and dealers' portfolios and 
the bill holdings of the Reserve Bank were reduced con

siderably. Toward the end of the month, however, most 
dealers advanced their rates on 90-day unindorsed bills 
in anticipation o f a larger supply of bills, making the 
offering range 3% -3%  per cent.

Gold Movement
Total gold imports at the Port of New York during 

the first 29 days of June amounted to $8,000,000, while 
exports were only $800,000, most of which was shipped 
to Mexico. The principal import movement was $7,600,- 
000 from the Netherlands to New York, continuing ship
ments begun in May.

Complete returns for May show that total imports of 
gold into the United States in that month were $34,- 
200,000. Of that amount $26,000,000 came from  Eng
land, $2,400,000 from  Australia, $2,000,000 from  Japan, 
and $1,000,000 from  China. About $1,500,000 was ex
ported, mainly to Latin America and the Far East.

Gold movements in the first five months o f this year 
resulted in a net import of $120,000,000, as compared 
with a net inflow of $98,000,000 for the entire year 1926. 
This influx represents large shipments from Canada, 
England, France, the Netherlands, Japan, and Australia, 
with no large offsetting outflow except the withdrawals 
of earmarked gold by the German Reichsbank in January 
and February. There has as yet been no export of gold 
to Canada, such as occurred in the Spring of last year, 
and Canadian exchange has recently declined close to 
the gold import point.

Reduction in the National Debt
Several steps were taken in June by the United States 

Treasury toward the reduction of the principal o f the 
National debt and the interest charges thereon. Follow
ing the announcement in May that the Second Liberty 
Loan bonds would be called for redemption on November 
15, the Treasury in June offered the remaining holders 
a new issue of 3%  per cent bonds, due in 1943-47, in 
exchange for their Liberty bonds, and about $243,000,000 
were exchanged. Later in the month it was announced 
that surplus funds would be applied to the purchase o f 
Second Liberty Loan bonds; proposals for their sale 
were received from holders, and were accepted to the
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19?J 1922 1923 1924 1925 1926 1927
Yields on Liberty Bonds and on Short-term United States 

Government Issues.

amount of about $64,000,000 at prices not exceeding 
1001/2. As the result of these operations, together with 
exchanges made in March and other purchases in recent 
months, the amount of Second Liberty Loan bonds out
standing was reduced from $3,104,000,000 on February 
28 to $1,276,000,000 on June 30.

In addition, a reduction of $129,000,000 in the prin
cipal of the National debt was effected through June 
refunding operations. A  total of $379,000,000 of Treas
ury Sy2 per cent certificates of indebtedness matured 
on June 15, which were only partly replaced by the sale 
of $250,000,000 of the new issue of Treasury 3%  per 
cent bonds at lOO1̂ . The yield of 3.33 per cent on 
these bonds was the lowest on any long-term issue of 
the United States Government since the War. As the 
accompanying diagrams show, yields on long-term Gov
ernment issues have declined steadily since 1921, along 
with yields on high grade corporation bonds. Yields on 
short-term Treasury issues, like open market commercial 
borrowing rates, have moved upward since 1924, 
however, and are now about the same as in the summer 
of 1922.

As a result of the June operations and other transac
tions during the year which were made possible by the 
application of the budget surplus to debt reduction, 
together with the retirement of United States securities 
received in payment of foreign debts, and the statutory 
sinking fund purchases, the debt of the National Govern
ment appears to have been reduced about $1,131,000,000

June 30 Gross
Debt

Debt 
Retired 
During 

Fiscal Year

1919 ..................................................... $25,482,000,000
24.298.000.000
23.976.000.000
22.964.000.000
22.350.000.000
21.251.000.000
20.516.000.000
19.643.000.000
18.512.000.000

1920....................................................... ii.isi.ooo.ooo
322.000.000 

1,012,000,000
614.000.000

1.099.000.000
735.000.000
873.000.000

1.131.000.000

1921.......................................................
1922.......................................................
1923.......................................................
1924.......................................................
1925.......................................................
1926.......................................................
1927.......................................................

1921 J922 1923 1924 1925 1926 1927
Yields on High Grade Corporation Bonds (Standard Statistics 

Corporation figures) and Commercial Paper Rates.

during the year, the largest reduction in any year since 
1920. The gross debt consequently declined to about 
$.18,512,000,000, or approximately $8,000,000,000 below 
the high point reached shortly after the close of the 
War.

For the fiscal year ended June 30, 1927, ordinary 
receipts exceeded expenditures chargeable against those 
receipts by about $636,000,000, the largest surplus of 
the post-war period. A n important factor in this large 
surplus was an increase in income tax collections, which, 
notwithstanding lower tax rates, yielded about $250,000,- 
000 more for the fiscal year ended June 30, 1927 than in 
the previous year, apparently reflecting a high rate of 
business activity and large profits. Customs receipts 
also were somewhat larger than in the previous fiscal 
year, but there was a considerable decline in the amount 
of miscellaneous taxes received, reflecting the reduction 
or abolition o f special taxes, such as the capital stock 
tax and taxes on automobiles and amusement receipts. 
The following table gives the amount o f tax collections 
from various sources during recent years.

(In millions of dollars)

Fiscal Year 
ended 

June 30
Customs

Income 
and Profits 

Taxes

Miscel
laneous
Taxesf

Total

1920................... 323 3,945 1,460 5,728
1921................... 309 3,206 1,390 4,905
1922................... 356 2,068 1,145 3,569
1923................... 562 1,679 946 3,187
1924................... 546 1,842 953 3,341
1925................... 548 1,761 829 3,138
1926................... 579 1,982 856 3,417
1927................... 605 2,225 644 3,474

flncludes capital stock, estate, sales, tobacco, stamp, and special taxes.

The large surplus in a year when Federal tax collec
tions were more than $2,200,000,000 smaller than in 
1920 reflects the reduction in governmental expenditures. 
The total of ordinary expenditures for the year ended 
June 30, 1927 was approximately $3,000,000,000 smaller 
than in 1920. Lowering of interest charges through debt 
retirement and refunding at lower interest rates has 
contributed to this reduction.
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Stock price movements were irregular in June, but 
the tendency was downward and representative price 
averages of both industrial and railroad stocks near the 
end of the month showed net losses of several points 
from the high levels of May. The activity of the market 
showed a tendency to slacken in June.

Accompanying some evidence that new security flota
tions had been proceeding more rapidly than investors 
were absorbing them, bond trading also declined in vol
ume and prices were generally lower than in May. High 
grade corporation bonds showed an average loss of at 
least a point from the high levels of early May, and 
foreign issues also were somewhat lower. United States 
Government bonds declined in price after the new long
term issue was announced, and notwithstanding some 
subsequent recovery showed net losses for the month.

Following the unusual amount of new securities offered 
to the market during the previous two months, the vol
ume of security flotations declined in June, but still 
remained large. A ll classes of domestic issues, with the 
exception of realty offerings, were noticeably smaller 
than in May, but foreign financing was about $100,000,- 
000 larger. The larger foreign offerings included 
$35,000,000 of International Telephone and Telegraph 
Company bonds, a $20,000,000 Free State of Bavaria 
loan, $20,000,000 of Cuba Northern Railways Company 
bonds, and part of a $65,000,000 Government guaran
teed bond issue of the Canadian National Railway 
Company.

The Foreign Exchanges
The month of June was marked by general strength 

in the Continental gold exchanges, while sterling fluctu
ated within narrow limits somewhat above the lowest 
figure touched in May, but below the best level reached 
in that month. The range for June was only between 
$4.8538 and $4.8519. The German mark, after dropping 
to 23.65 cents in May, was steady just below 23.70 cents. 
The Swedish crown rose to parity and Netherlands 
florins and Swiss francs were also strong. Movements 
in the French and Belgian francs were nominal.

Among the unstabilized currencies, the Italian lira 
rose to the best figure since July 1920, passing above 
5.80 cents against a May low just above 5 cents. The 
Spanish peseta was heavy, dropping below 17 cents 
compared with a May high of 17.71 cents. Norwegian 
crowns were firm, slightly under 26 cents.

Among the American rates, Canadian dollars fell 
from a slight premium at the beginning of the month to 
a substantial discount toward the end. The Argentine 
peso was quoted above dollar parity at the best figure 
since 1920, the strength of the peso in world markets 
giving rise to gold imports from South Africa. Move
ments of the milreis were small, with a sagging tendency 
toward the end of the month.

In the Far East, the rupee was strong, rising to 36.25 
cents notwithstanding two reductions within the month 
in the discount rate of the Imperial Bank. Yen were 
also firmer, rising above 47 cents. Silver moved in an 
unusually narrow zone, the difference between the high

Security Markets and the low being less than 2 cents; and fluctuations in 
the silver currencies were similarly restricted.

Changes in Central Bank Rates
Six changes in central bank discount rates were an

nounced during the m onth: the Imperial Bank of India, 
from 7 per cent to 6 per cent on June 2 and to 5 per cent 
on June 23: the National Bank of Greece, from 11 per 
cent to 10 per cent on the 9th; the German Reichsbank 
from 5 per cent to 6 per cent on June 10; the Bank of 
Danzig, from 51/4  per cent to 6 per cent on June 21; and 
the National Bank of Belgium, from 5%  per cent to 5 
per cent on June 22. The rate advances in Germany and 
Danzig were the first increases in European central 
bank rates since August of last year.

Foreign Trade

Both exports and imports o f merchandise showed 
seasonal declines in May, but were larger than a year 
ago. Exports, valued at $394,000,000, were $37,000,000 
larger than last year and were the largest in May of 
any year since 1920, when prices were the highest in 
many years. Imports, valued at $346,000,000, were 
$25,000,000 larger than in May 1926.

Although exports of raw cotton continued the usual 
seasonal decline in May, they remained large and were 
50 per cent larger than in May of last year. Grain 
exports also remained large and were valued at $7,000,- 
000 more than a year ago. Exports o f partly manufac
tured goods, consisting chiefly of copper, iron, steel, and 
lumber, were valued at $10,000,000 more than in May
1926, a larger gain than in any other group.

Quantity receipts of crude rubber and coffee were 
smaller than in April, but larger than a year ago. Im
ports of raw silk showed an increase in volume, both 
over the preceding month and over last year. The larg
est increase in imports, however, was in finished manu
factures, consisting chiefly of newsprint and manufac
tures of cotton, wool, and jute. The total value of 
these commodities imported in May was $8,000,000 
larger than a year ago.

Indexes of Business Activity

Indexes of business activity computed by this bank, 
although somewhat lower for May than for April, con
tinued to indicate a high level o f trade. Domestic retail 
trade was restricted by unfavorable weather conditions, 
but remained moderately high, and foreign trade con
tinued in large volume. Bank debits both for the 
country as a whole and for  this district, both exclusive 
of New York City, showed slight reductions from April, 
but the index for the entire country was higher than in 
any month in recent years with the exception of April. 
Freight car loadings showed somewhat less than the 
usual seasonal increase, but continued to reflect a large 
primary distribution of commodities. Business failures 
were less numerous than in any other recent month but 
continued to exceed those of a year ago.

The following table gives this bank’s indexes of busi
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ness activity m percentages of the computed trend, with 
allowance for seasonal variation, and, where necessary, 
for price changes.

(Computed trend of past years=100 per cent)

1926 1927

May March April May

Primary Distribution
Car loadings, merchandise and misc........ 111 108 109 107
Car loadings, otherr..................................... 107r 99r 105r 104
Exports............................................................ 91 98 104 103p
Imports........................................................... 110 117 126 121p
Grain exports................................................. 121 71 135 148
Panama Canal traffic.................................. 97 97 96

Distribution to Consumer
Department store sales, 2nd Dist............. 98 98 lOOr 94
Chain store sales........................................... 105 102 103 100
Mail order sales............................................ 104 99 102 100
Life insurance paid fo r ................................ 109 119 114 106
Real estate transfers.................................... 102 100 96 91
Magazine advertising.................................. 102 101 101 103
Newspaper advertising............................... 107 98 101 101

General Business Activity
Bank debits, outside of N. Y. C ity ......... 111 115 119 117
Bank debits, New York C ity .................... 121 141 137 135
Bank debits, 2nd Dist. excl. N. Y . C ity . 102 109 109 104
Velocity of bank deposits, outside of

New York C ity ......................................... 103 106 107 108
Velocity of bank deposits, N. Y. C ity .. . 114 135 134 131
Shares sold on N. Y. Stock Exchange*. . 110 227 229 214
Postal receipts............................................... 96 97 97 92
Electric power............................................... 109 117 116
Employment in the United States........... 102 100 100 99
Business failures........................................... 105 119 121 111
Building permits........................................... 128 130 129 116
New corporations formed in N. Y. State 114 120 114 113

General price level....................................... 185 184 183 j 184

*=Seasonal variation not allowed for p=Preliminary r —Revised

Building
The May volume of building and engineering con

tracts, as reported by the F. W . Dodge Corporation, 
was 9 per cent smaller than the total for April, but 
was slightly larger than a year ago. Contracts awarded 
in the New York and Northern New Jersey district were 
slightly smaller than last year.

Residential building showed a reduction from  the 
previous two months and was smaller than a year ago, 
and industrial and educational contracts were below 
last year’s level. Public works and utilities projects, 
however, were again heavier than in 1926, and commer
cial building was somewhat larger.

Building permits issued in 486 cities throughout the 
country were 11 per cent smaller in May than a year 
previous, according to the S. W . Straus & Co. report. 
The declines in permit valuations during the past year 
have appeared to be at variance with the large volume 
of contract awards, but, as the accompanying diagram 
shows, figures on the amount of floor space represented 
by contract awards are in substantial agreement with 
permit records in indicating a reduction in the amount 
o f buildings to be constructed. Both series have shown 
decreases from a year previous in 10 of the past 12 
months. The floor area figures exclude contracts for 
public works and utilities, many of which are engineer
ing projects where floor area is of little or no signifi
cance, and the value of which has shown substantial 
increases over a year ago in most recent months. The 
relatively high level of construction work indicated by 
total contract figures, therefore, appears to have been

due largely to the inclusion of contracts for the con
struction of roads, bridges, and other public works and 
utilities, which are excluded from permit records, and 
the two series are in agreement in showing a reduction 
during the past year in the construction of buildings.

Crop Conditions

The condition of crops for which reports have been 
issued by the Department of Agriculture showed no con
sistent change on June 1 from that of a year ago. In 
general the condition was somewhat below the average 
condition for that date in the past ten years. Hay and 
pasture lands and the rye crop were in unusually good 
condition in New York State and throughout the coun
try. The condition of spring wheat, oats, and barley 
was better than a year ago, but below the ten-year 
average.

The June 1 forecast was for a winter wheat crop 
about 15 per cent smaller than in 1926 and below the 
average for recent years. The planting of corn had been 
seriously retarded by the cool, wet weather and the 
prospects for that crop were therefore uncertain. The 
condition of fruit crops was below average, and the 
indications were that yields would be the smallest in 
several years. The reported condition of principal crops 
on June 1 o f this year in per cent o f normal, with com
parable figures for a year ago and the ten-year average, 
was as follows:

(N orm al= :100 per cen t)

Crop
New York State United States

10-Yr.
Av.

June 1, 
1926

June 1, 
1927

10-Yr.
Av.

June 1, 
1926

June 1, 
1927

Winter wheat................. 83 66 89 78.1 76.5 72.2
Spring wheat................. 78 83 88.9 78.5 86.8

87 81 83 86.1 78.8 79.9
87 81 83 86.9 81.0 81.5
87 77 88 84.9 73.4 87.6
87 74 93 85.3 76.0 88.0
86 70 92 86.6 77.0 88.3

Apples............................. 78 85 72 69,7 78.3 57.2
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A continued high level of productive activity in May 
was indicated by this bank’s indexes of production, in 
which allowance is made for seasonal variations and 
year-to-year growth. Automobile production was closer 
to that of a year ago than in any previous month this 
year, iron and steel output continued at high levels, and 
more than seasonal increases occurred in cotton and 
woolen mill activity and the production of cement and 
anthracite coal.

In June there were evidences of curtailment, especially 
in the anthracite coal, iron and steel, and automobile 
industries, but cotton mills continued active.

May indexes are shown below, with comparative figures 
for recent months and a year ago.

(Computed trend of past years=100 per cent)

P r o d u c t i o n
CORN COTtON

Producers’ Goods
Pig iron.......................
Steel ingots.................
Bituminous coal . .......
Copper, U. S. mines. .
Tin deliveries.............
Zinc.............................
Petroleum....................
Gas and fuel oil. . . . .  . 
Cotton consumption.. 
Woolen mill activity*.
Cement.......................
Lumber.......................
Leather, sole...............
Silk consumption*----

Consumers’ Goods
Cattle slaughtered...............
Calves slaughtered..............
Sheep slaughtered...............
Hogs slaughtered.................
Sugar meltings, U. S. ports.
Wheat flour..........................
Cigars...................................
Cigarettes.............................
Tobacco, manufactured. . . .
Gasoline...............................
Tires. ....................................
Newsprint............................
Paper, total..........................
Boots and shoes...................
Anthracite coal....................
Automobile, allr..................
Autom obile, passenger.........
Automobile, truckr.............

1926

May

118110
96

103
98 

100 
105
99 
89 
82

128
104 
61 
95

118
87102
83
90
92 
98 
76

107
136
107
125
93 
82 
95

127r 
1 3 3  
lOOr

1927

March

114 112 
133
96
97
98 120 

106
115 
91

124
8588

130

111102112
98

108
98

107
75

107
157
130
119
95
96 
73120r

1 2 5
lOlr

April

115 111
94

102r
104
94

116 
104 
106
87122
87
84

126

11186
109
96
94

105
98
78

103
149
142
116
94
92
93 

113r 
118
92r

May

114111
87
99102
92

108
89p

125

'79
119

116
83

106
98
92

101
105 
76

106

113
87
86p
94

116121
93

* = Seasonal variation not allowed for p=Preliminary r=Revised

C om m od ity  Prices

The average level of wholesale prices has remained 
almost unchanged for the past two months. The De
partment of Labor index for May was practically the 
same as for April, and this bank’s index of basic com
modity prices was virtually stationary from the first 
week in May to the last week in June. Agricultural 
prices advanced moderately from April to May and in 
general were the highest since last October. Non
agricultural prices, however, declined slightly further, 
and were lower in May than at any time since the Fall 
of 1916. In June there appears to have been little 
change of importance in either group as a whole, though 
there have been considerable changes in individual 
commodities.

As the accompanying diagram shows, corn prices

Prices of Corn at Chicago (No. 3 Yellow) and Cotton at New 
York (Middling Upland). (Last weekly 

quotations in each month.)

during the past month have been the highest since the 
summer of 1925, reflecting the unfavorable prospect for 
this year’s crop. Even though favorable conditions pre
vail during the remainder of the growing season, the 
delayed planting involves increased hazard of frost 
damage before the crop matures. Cotton prices also 
have shown a considerable recovery from the low levels 
of last Fall, but in June were still below those of a year 
ago and only about half as high as three years ago. 
The unusually large crop of last year has been largely 
disposed of through increased domestic consumption and 
heavy export demand, and prospects for the new crop 
are uncertain.

Wheat prices have been steady in June, following a 
moderate advance earlier in the season. Hog prices 
continued the decline that started in April, but cattle 
prices were firmer in June and hides advanced to the 
highest sustained level since 1923. Crude rubber, after 
remaining relatively stable for several months, declined 
to the lowest level since the end of 1924, and metal 
prices continued weak.

W holesale Trade

Wholesale trade in this district continued to be 
smaller in value in May than a year previous. The 
average reduction in sales in recent months has been 
only slightly larger than the reduction in wholesale 
prices during the year as reported by the Bureau of 
Labor Statistics. The presumption therefore is that the 
actual quantity of goods sold has been nearly as large 
as last year.

Sales of machine tools showed a considerable increase 
over a year ago in May, following decreases in most of 
the previous months since last summer. Cotton goods 
sales by mill agents also were substantially larger in 
value, although prices remained lower than a year ago. 
Paper dealers’ sales showed an increase, following small 
decreases in the two previous months, and grocery sales
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were equal to those of a year ago for the first time in a 
year. All other reporting lines showed decreases of 
varying amounts from last year’s sales.

Shoe stocks at the end of May were much larger than 
a year previous, and moderate increases were reported 
in wholesale stocks of groceries, cotton goods, and 
jewelry and diamonds, and in mill stocks of silk goods. 
The percentage of outstanding accounts collected during 
the month averaged slightly lower than last year, hut 
there was no consistent change among the various lines 
in the rate of collections.

Commodity

Percentage 
Change 

May 1927 
from 

April 1927

Percentage 
Change 

May 1927 
from 

May 1926

Per cent of 
Accounts 

Outstanding 
April 30 
Collected 
in May

Net
Sales

Stock 
end of 
Month

Net
Sales

Stock 
end of 
Month 1927 1926

Groceries....................... +  6.7 
—38.9

— 8.4 +  0.4 
— 7.6

+  7.2 76 2 79 7
Men’s Clothing............ 30.9 35.6
Women’s dresses.......... — 8.6 —14.5
Women’s coats and

suits...........................
Cotton goods—Jobbers. 
Cotton goods—Com

mission ......................

—67.2
— 0.7

+  8.4
— 0.5

+  7.1

+  3*6* 
+  3.9
— 3.0
— 6.5

— 3.8
— 3.3

+10.7  
— 12.6

+  '6!7

+  Ck 6* 
+38.7
— 3.4
— 3.1

35 !i 

48*2

35! 5

si "s
Shoes............................. —23.4 — 8.2 43.0 45.4
Drugs............................
Hardware.....................
Machine tools**..........
Stationery.....................

—26.9 
— 8.0 
+  1.0 
— 7.4

— 1.8 
— 9.1 
+13.4 
— 14.1

52.7
49.0

71^8

37.6 
47.1

70.7
Paper .......................... — 4.7 +  7.0 

— 11.71 
— 17.4/

67.8 63.7
Diamonds.....................
Jewelry.........................

—16.21
+24.1/ — 2.2 +  4.2 27.7 27.3

Weighted Average.. . — 15.3 — 4 9 51.6 52.8

*= Quantity not value. Reported by the Silk Association of America. 
**=Reported by the National Machine Tool Builders’ Association.

Chain Store Sales

Except for a large increase in chain grocery store 
sales, chain store business compared much less favorably 
in May than in April with that of a year ago. The 
increases reported in April, however, had been unusu
ally large, due to Easter trade, and May 1926 had been 
a very active month for all branches of retail trade.

The May increase in the grocery trade, both in total 
sales and in sales per store, wTas the largest since last 
November. Total sales of ten cent, drug, and variety 
stores were somewThat larger than in May of last year, 
but shoe and candy stores reported substantial decreases. 
All reporting lines except groceries had smaller sales 
per store than a year ago.

Type of Store

Percentage Change 
May 1927 from May 1926

Number
of

Stores
Total
Sales

Sales
per

Store

Grocery........................................................ +  8 .0 + 2 1 .8 + 1 2 .2
Ten cent.................................................. +  8 .6 +  5 .0 —  3.3
Drug....................................................... + 2 2 .9 +  8 .6 — 1 1 .6
T obacco.................................................. +  3.8 —  1.9 —  5.5

+  8 .7 — 17.0 — 23.6
Variety.................................................... + 2 8 .7 + 14 .2 — 11.3
Candy..................................................... +  7 .4 — 11.9 — 17.9

T otal.................................................... +  8.7 + 14 .1 +  5.0

Sales of about three-fourths of the reporting depart
ment stores in this district were smaller in May than a 
year previous, and their combined sales showed a reduc
tion of nearly 4 per cent. Business in May of last year, 
however, was unusually good, as, due to the late Spring, 
a considerable amount of business was done in that 
month which ordinarily is done earlier in the season.

The percentage of outstanding charge accounts col
lected during the month was slightly larger than a year 
previous for the third consecutive month. The value of 
stocks of merchandise on hand remained about 2 per 
cent smaller than last year, but due to the smaller sales 
in May, the rate of stock turnover was slightly lower 
than a year ago for the first time this year.

D e p a r t m e n t  S t o r e  T r a d e

Locality
Percentage Change 

May 1927 from 
May 1926

Per cent of 
Charge Accounts 

Outstanding 
April 30 

Collected in May

Net
Sales

Stock on 
hand end 
of month 1927 1926

New York...................................... — 3.6 +  0.2 
— 11.4

53.0 49.3
Buffalo............................................ — 1.4 42.1 52.0
Rochester....................................... — 11.3 — 12.1 40.1 44.9
Syracuse......................................... — 6.9 — 18.9
Newark........................................... — 1.6 +  6.4

— 9.9
47.’ 8 47. 7

Bridgeport...................................... — 11.8
Elsewhere....................................... — 5.3 — 4.5 34.4 36.0

Northern New York State.......
Central New York State..........

— 13.6 
— 1.8

Southern New York State.......
Hudson River Valley District.. 
Capital District.........................

— 10.1 
+  7.4 
— 14.6

Westchester District................. +  7.1
All department stores................... — 3.9 — 1.9 48.9 47.4

Apparel stores................................
Mail order houses.........................

— 0.6 
— 1.4

+  5.6 43.3 41.6

Sales of most lines of apparel were smaller than last 
year, following large increases in April, while sales of 
furniture and home furnishings continued close to last 
year’s volume. Sales of woolen goods were noticeably 
larger than a year ago for the first time in many months, 
but sales of cotton goods, and silks and velvets were 
'substantially smaller.

Net Sales 
Percentage Change 

May 1927 
from 

May 1926

Stock on Hand 
Percentage Change 

May 31, 1927 
from 

May 31, 1926

Books and stationery...................... +15.3 +  4.4
Toys and sporting goods................ +  5.3 +  2.5
Toilet articles and drugs................ +  5.1 +  0.7
Woolen goods................................... +  4.4 — 16.4
Luggage and other leather goods. . +  1.8 +  4.4
Home furnishings............................ +  1.4 +  0.4

+  0.3 +10.1
Linens and handkerchiefs............... +  0.1 +  4.0

— 1.0 — 0.9
Silverware and jewelry................... — 3.4 — 4.9
Shoes................................................. — 5.1 +  10.2
Women’s and Misses’ ready-to-wear — 5.7 — 0.4
Men’s and Bovs’ wear.................... — 7.2 — 4.7
Men’s furnishings............................ — 7.7 +12.4
Women’s ready-to-wear accessories — 8.1 +  1.4
Cotton goods................................... — 14.4 — 4.1
Musical instruments and radio. . . . — 14.6 — 17.1
Silks and velvets.............................. — 15.2 — 4.6
Miscellaneous................................... — 7.7 — 6.6
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Business Conditions in the United States

T H E  output of industry declined substantially in 
Ju n e  to a level close to that of a year ago, reflect
ing reduced activity both in mines and in fa c

tories. The value of building contracts awarded was 
the largest for any month on record. The general level 
of prices remained practically unchanged.

P roduction

Production of iron and steel and automobiles declined 
considerably in Ju n e and curtailment in these industries 
continued during the early part of Ju ly .  There were 
also decreases in Ju n e  in silk deliveries, sugar refining, 
and production of lumber, copper, and anthracite coal. 
Cotton and woolen mills continued active for this season 
of the year, and consumption of raw  cotton was larger  
than in any previous Ju n e  on record. M eat packing, 
shoe production, and the m anufacture of building ma
terials showed increases. Production of m anufactures, 
as a group, was slightly larger in Ju n e  than in the same 
month of 1926, but output of minerals, owing largely  
to decreased production of coal, was in smaller volume 
than a year ago. The value of building contracts 
awarded in Ju n e  was larger than in any previous month 
on record, owing chiefly to the steady increase within  
recent months of contracts for public works and public 
utilities. A w a rd s were particularly large, as compared 
with previous months of this year and with Ju n e of last

. PER CENT

.  TUNER AL0

A  /NJV
MANUFRCTllRE5

I

1923 1 9 2 4  1925 1926 1927

Index Numbers of Production of Manufactures and Minerals,
Adjusted for Seasonal Variations. (1923-25

average = 1 0 0  per cent.)

Bank, New York August 1> 1927

year, in the N ew  Y o rk  and Chicago Federal Reserve 
Districts. Contracts were awarded during the first half 
of Ju ly  in practically the same volume as in the corre
sponding period of last year.

On the basis of conditions on J u l y  1  forecasts of the 
Department of A gricu ltu re indicate increases as com
pared with the 19 26  harvested production in the output 
of wheat, oats, barley, rye, hay, and potatoes, and de
creases in corn, tobacco, and the principal fru it crops. 
Cotton for which no production estimate was given, 
shows a decrease of 1 2  per cent in acreage planted, while 
the total area planted to all crops shows a reduction of 
2 per cent. A  reduction of 371,000,000 bushels in the 
estimated production of corn, compared with 19 26 , indi
cates the smallest crop since 19 0 1.

T rade

Wholesale trade in most leading lines increased 
slightly between M ay and Ju n e, while retail trade 
showed less than the custom ary seasonal decline. Sales 
of department stores were in about the same volume as 
a year ago while those of mail order houses and chain 
stores were larger. Sales of meat, d ry  goods, and hard
ware at wholesale were smaller than in Ju n e  of last year, 
while sales of groceries, shoes, and drugs were about the 
same in volume. Inventories of department stores de
clined further to a level about 3 per cent below that of 
Ju n e 1926.

PER CENT

Federal Reserve Board’s Indexes of Value of Building Contracts 
Awarded, as Reported by the F. W . Dodge Corporation. 

(1923-25 average =  IOO per cent.)
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Wholesale Price Index of United States Bureau of Labor 
Statistics. (1913 average =  100 per cent.)

Stocks carried by wholesale firms showed no change 
for the month and were smaller than a year ago. Daily 
average freight-car loadings failed to show the custom
ary seasonal increase between May and June and were 
in smaller volume from early in May to the middle of 
July than during the corresponding period of last year.

P r i c e s

The general level of wholesale commodity prices, 
according to the Bureau of Labor Statistics index, con
tinued practically the same in June as in the two pre
ceding months. The prices of agricultural commodities 
as a group declined slightly while the average for the 
non-agricultural group remained practically unchanged. 
There were declines between May and June in the 
prices of silk, iron and steel, nonferrous metals, build
ing materials, and rubber and advances in grains, cot
ton, hides and skins, and anthracite coal. During the 
first three weeks of July prices of wheat, bituminous 
coal, iron and steel, and rubber declined while those of 
livestock, cotton, wool, copper, and hides advanced.

B a n k  C r e d it

The demand for member bank credit decreased from 
the latter part of June to the middle of July and on 
July 20 the loans and investments of member banks 
in leading cities were more than $200,000,000 lower 
than a month before. The decline was principally in 
the banks7 investment holdings and in loans secured by 
stocks and bonds. Loans for commercial, agricultural, 
and industrial purposes decreased by about $45,000,000.

Demand for Reserve Bank credit in connection with 
settlements at the end of the fiscal year and increased 
currency requirements over the holiday period carried 
total discounts for member banks on July 6 to the high
est level since the first of the year. Thereafter, largely 
in consequence of the return flow of currency from cir
culation, there was a decreased demand for member 
bank accommodation and on July 20 total discounts 
were in somewhat smaller volume than four weeks ear
lier. Holdings of United States securities showed a 
slight increase during July.

Monthly Averages of Weekly Figures for Member Banks in 101 
Leading Cities. (Latest figures are averages for three 

weekly report dates in July.)

M on ey M arket
The usual tightening of the money market over the 

period of mid-year financial settlements and holiday 
currency requirements resulted in a temporary advance 
in money rates at the end of June to the highest levels 
since the beginning of January. Following the holiday, 
however, there was a large return flow of currency from 
circulation, some decrease in credit demands, and sub
stantial transfers of funds to New York. As a conse
quence the borrowing of member banks at the Reserve 
Bank decreased and money rates declined in the third 
week of July to approximately the lowest levels of the 
year.

Stock Exchange call money declined on July 21 to 
31/2 per cent, equalling the previous low point of March 
16, acceptance rates by a decline of about %  of one 
per cent reached the lowest levels in more than a year, 
and time money was as low as at any previous time this 
year. The prevailing rate on commercial paper declined 
near the end of the month to 4-4*4 per cent. Money 
rates near the end of July are compared in the following 
table with those of a month previous and a year ago.

Money Rates a t New Y o rk

Ju ly  29 
1926

June 29 
1927

Ju ly  29 
1927

*4 *4-5 *3 H
Time money— 90 d a y .............................. 4 }/2 4% m
Prime commercial paper......................... 4-4X 4 X 4-4X
Bills— 90 day unendorsed....................... 3 H 3 5A~3 X 3y8-3 x
Treasury certificates and notes

M a tu ring  December 15.. . . 3.15 3.18 2.78
3.42 3.24 3.19

Federal Reserve Bank of New Y o rk—
rediscount ra te ...................................... 3 H 4 4

Federal Reserve Bank of New Y o rk—
buying rate fo r 90 day b ills ............... 3X 3X 3V2

= Prevailing rate fo r preceding week.

A reduction in the amount of currency in circulation 
was an important factor in the low money rates of July. 
Factory employment throughout the country has been 
running between 2 and 3 per cent smaller than a year 
ago, and retail prices are somewhat lower; consequently,

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

August 1, 1927



FEDERAL RESERVE AGENT AT NEW YORK 59

the amount of currency needed for payrolls and for 
retail trade has been smaller than last year. A  tem
porary increase of more than 100 million dollars in cur
rency circulation was required for the month-end and 
holiday, but by the third week of July this additional 
currency had been largely retired, and the amount re
maining in circulation was at least 100 millions less than 
a year ago, a decrease corresponding closely to a reduc
tion in member bank borrowings from the Federal 
Reserve Banks.

A reduction in the loans and investments of commer
cial banks was also a factor in the lower money rates 
of July, as it involved not only a reduction in the de
mand for credit, but also a moderate decline in bank 
reserve requirements. The principal reduction in mem
ber bank credit was in the security loans of banks in 
this district, although moderate declines in investments 
and in commercial loans also occurred during the first 
three weeks of July. The following tabulation sum
marizes changes in the loans and investments and de
posits of reporting member banks in New York City 
and in other cities throughout the country.

(Change in millions of dollars)

Loans on stocks and bonds
Commercial loans...............
Investments..........................
Demand deposits................
Time deposits.................... ..

June 29, 1927, to 
July 20, 1927

New
York
City

Banks

-132
-  13
-  32 
-189
-  23

Banks

Other
Cities

—  3
—  77
—  32 
+  48— 1

July 21, 1926, to 
July 20, 1927

New
York
City

Banks

Banks

Other
Cities

+  3 +326
+282 — 101
+  44 +278
+229 +  90
+135 +364

While complete reports for all reporting banks 
throughout the country for the week ended July 27 are 
not yet available, reports from New York City banks 
indicate some extension of credit, especially in security 
loans. Brokers loans placed by New York City reporting

19 2 6  192.7
Loans to Brokers and Dealers in Securities placed by New York 

City Reporting Member Banks.

banks for their own account increased more than 65 
millions in the week ended July 27, following a decline 
of nearly 125 millions in the preceding two weeks, and, 
as loans placed for correspondent banks and others 
showed an increase of about 75 millions during the three 
weeks, the total of these loans to brokers reached a level 
on July 27 nearly 540 millions or 21 per cent higher 
than a year ago, and the highest with one exception 
since the records were started in January 1926.

Commercial loans were reduced 90 million dollars in 
the first three weeks of July, chiefly in other Federal 
Reserve Districts, and were smaller on July 20 than at 
any time since February. The low level of commercial 
loans in July is seasonal, however, and is usually fol
lowed by a substantial increase in August.

B i l l  M a r k e t

The supply of bills coming into the market in July 
was light as the result of seasonal influences, and at the 
same time an active investment demand for bills de
veloped. The net result of these conditions was a deple
tion of dealers’ portfolios to the smallest amount since 
last September, and in order to attract more bills into 
the market, dealers made several reductions in the rates 
for the various maturities of bills. The ninety day 
maturity which was offered by dealers at a range of 
3% -3%  per cent at the opening of the month, was re
duced to 3%  per cent shortly afterwards, but as the 
demand continued to increase, subsequent reductions 
brought the offering rates down to per cent
toward the close of the period, the lowest level since 
May 1926.

C o m m e r c ia l  P a p e r  M a r k e t

Commercial paper dealers reported only a fair bank 
demand for paper, chiefly from interior institutions, 
during most of July, and a prevailing rate for prime 
names of 4%  per cent. Toward the end of the month, 
however, the demand not only from the interior, but 
also from New York City banks, became considerably 
more active and a large proportion of the sales was made 
at 4 per cent. Open market borrowers continued to 
make limited requests for new loans and supplies of 
paper remained small. At the end of June, reporting 
dealers had outstanding $579,000,000 of paper, an 
amount slightly smaller than a month earlier and 11 
per cent below the outstandings of June 30, 1926.

Security M arkets
Following an irregular decline in June, stock prices 

moved generally upward in July. Industrial stock aver
ages advanced about 10 points during the month to 
levels several points above the previous high levels of 
May. Prices of railroad stocks also were higher than 
in the previous two months and in fact representative 
averages advanced to points slightly above the former 
high levels of 1906.

Corporation bonds, which had been declining gradu
ally since early in May, showed a firmer tendency in 
July. In the foreign bond list, there was also some 
improvement in prices, and United States Government 
obligations generally showed small net increases for the 
month.
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N ew  Financing
Corporate financing totaled $3,831,000,000 during the 

first half of this year, a larger amount than in any 
corresponding period in the past and nearly $1,000,000,-
000 larger than a year ago. This increase was chiefly 
due to the very large volume of refunding issues floated 
during the period, as the first section of the accompany
ing diagram shows, but there was also an increase of 
nearly $300,000,000 in new capital issues. The classifi
cation of these security offerings by type of issue shows 
that the principal increase was in long term bond issues.

imms 1924 1925 1926 1927 1924 1925 1926 1927

Flotations of Corporate Securities in First Half of Each Year, 
Showing Relative Amount of Refunding and New Capital Is
sues, and Type of Securities Issued. (In millions of dollars)

Following indications in recent months that the flota
tion of new issues had been proceeding more rapidly 
than their distribution, the amount of new securities 
offered in this market during July was about one-half 
as large as the amount offered during each of the 
preceding three months, and was also somewhat smaller 
than a year ago. Public utility issues were the largest 
element in the domestic group, followed by industrial 
offerings. Foreign issues were considerably below the 
June total and were generally small with the exception 
of the major part of a $30,000,000 German Central Bank 
for Agriculture offering and a large part of a $30,- 
000,000 issue of the United Steel Works Corporation of 
Germany.

Gold M ovem en t
Gold movements in July were the smallest for any 

month this year, but reported shipments continued to 
indicate at least a small net import of gold, following a 
steady inflow in every month since last September, as 
the accompanying diagram shows. The import of 
$4,000,000 from Canada in consequence of the discount 
on Canadian exchange, and of an additional $4,500,000 
from the Netherlands accounted for nearly all of the 
$9,000,000 received at New York during the first 29 days 
of the month. Exports were over $1,000,000, nearly 
half of which went to Mexico.

In June imports into the United States totaled 
$14,600,000, and included $7,400,000 from the Nether-

United States Net Imports and Exports of Gold.

lands and $4,900,000 from Australia. Exports, consist
ing of small shipments largely to Latin America and 
the Far East, amounted to $1,800,000.

For the first six months of this year, imports have 
amounted to $161,400,000 and exports to $29,900,000, 
yielding a net import of $131,500,000. A  summary of 
the principal gold movements thus far this year is given 
in the following table:

(In thousands of dollars)

Source or Destination

January to June 1927 
United States

July 1 to 29 
New York and 

St. Lawrence Dist.

Imports Exports Imports Exports

Canada............................................... 46,519
21,001
39,383

4,309 4,001
France.................................................
England..............................................
Germany............................................ 13,924 " 6 7

8,i56
3,263
3,732
1,673

12,173
20,000

4,529
M exico................................................ 3,468 5i3
Chile ................................................. * 26
China*................................................ 3,095
Australia............................................
Japan..................................................
British M a la ya ................................ 1,527

3,549
323
178All other........................................... 5,472 *420

T otal............................................... 161,372 29,872 8,976 1,081

♦Including Hong Kong.

Changes in Central B ank R ates
The discount rate of the Austrian National Bank was 

raised from 6 per cent to 7 per cent July 21, and the 
discount rate of the Imperial Bank of India was reduced 
from 5 per cent to 4 per cent on July 28.

The Foreign Exchanges
During July the foreign exchanges generally moved 

within unusually narrow limits, but several European 
rates developed considerable strength. Sterling was 
rather heavy, declining to $4.8506, on the 23rd, the low
est quotation since the middle of May; but this decline 
was followed by a quick recovery to $4.8525, compared 
with $4.8538 the best quotation in June. The Conti
nental gold exchanges, which had begun to show firmness 
about the middle of June, continued to move upward. 
The German mark, which did not rise above 23.70 cents
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in June, advanced to 23.78 cents, the highest quotation 
since January; the Netherlands florin, barely over 40 
cents in early June, moved up to 40.06 cents; and the 
Swiss franc rose to 19.26 cents, the best figure since 
January. Swedish crowns were firm, just under parity, 
and Danish crowTns nearly motionless just below the 
Swedish. The Italian lira, which has been subject to 
extreme fluctuations in recent months, and in June 
moved between 5.84 cents and 5.50 cents, steadied near 
the lower level, and during the greater part of July 
stood fast at about 5.43 cents. The French and Belgian 
francs were featureless; and the peseta steady somewhat 
above 17 cents.

In the Far East, the Japanese yen, which had risen 
from 46.02 cents to 47.44 cents in June, became steadier 
a little above 47 cents. The rupee was quoted at about
36 cents throughout the month. The fluctuations in bar 
silver were unusually narrow, amounting to only a little 
more than one cent, with the better figures toward the 
end of the month; the silver exchanges showed corre
spondingly little movement.

The Canadian dollar, which in June had moved from 
a small premium to a substantial discount, remained de
pressed during most of July, but rallied somewhat 
toward the close of the month.

Foreign Trade
An even balance of trade was reached in June, both 

imports and exports being valued at about $359,000,000. 
This is the first time imports have been as large as 
exports since early last year. Exports were $34,000,000 
smaller than in May, while imports were $13,000,000 
larger. Compared with June 1926, there was a gain of 
$21,000,000 in exports and of $23,000,000 in imports.

Smaller shipments abroad of raw cotton and grains 
accounted for over half the decline from May to June 
in the total value of exports. Both cotton and grain 
exports, however, continued to show gains over a year 
ago. Quantity receipts of raw silk and crude rubber 
declined in June, but were larger than a year previous.

Totals for the fiscal year ended June 30 indicate a 
gain of $217,000,000 in exports and a decline of $208,- 
000,000 in imports compared with the previous year. 
Thus, the favorable balance of trade increased from 
$289,000,000 in the previous fiscal year to $714,000,000 
this year. A. large part of the gain in exports was due 
to heavier demand for grains, to supplement Europe’s 
comparatively small crop last year. The value of cotton 
exported during the year wTas approximately $50,000,000 
smaller than in the previous year, although the quantity 
shipped was 40 per cent larger than last year, and, in 
fact, the largest ever reported. The price decline in 
crude rubber alone more than accounted for the decline 
in the value of all imports.

E m ploym ent and W ages
Reports to this bank from representative employers 

in this district continue to indicate a high degree of 
stability in the wages paid to male unskilled labor. The 
average hourly rate reported on July 1 was 49 cents, 
which has been the prevailing average since the end of

1925. Unskilled factory and railroad workers are in 
almost all cases hired at hourly rates varying from 40 
to 50 cents an hour, and unskilled building laborers at 
somewhat higher rates. Some surplus of unskilled labor 
was noted and in several instances a reduced rate of 
turnover was reported.

Factory employment showred a small seasonal reduc
tion in June and remained about 2 V2 per cent lower than 
a year ago. The general tendency of factory employ
ment in the United States has been dowTmvard for sev- 

PERCENT.

Factory Employment in the United States.

eral years. The gradual increase in factory production, 
shown by a diagram on the first page of this Review, 
would indicate, however, that the decline in factory em
ployment has been due to more effective methods of 
production, rather than to reduced activity of our manu
facturing industries. It appears probable that the 
great activity in the construction industry in recent 
years has been absorbing workers released from manu
facturing, as there has been little evidence of unem
ployment.

Indexes of Business A ctiv ity

Notwithstanding some irregularity as compared wTith 
the previous month and a year ago, this bank’s indexes 
of business activity for June generally reflected a con
tinued high level of trade. Retail distribution of goods, 
as shown by department store and mail order sales, in
creased in June and was somewhat larger than a year 
ago. Merchandise imports increased contrary to the ordi
nary seasonal tendency, and although exports showed 
more than the usual decline from May, both elements 
in foreign trade remained larger than in June of last 
year. Indexes of debits to individual accounts in New 
York City and for the balance of the country again were 
slightly smaller than in the previous month after sea
sonal adjustment, but remained appreciably higher than 
a year ago.

Merchandise and miscellaneous car loadings were 
slightly below the large volume of a year ago and other 
loadings, comprising the bulk commodities, were consid
erably smaller. Business failures showed less than the
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usual seasonal decline and continued more numerous 
th an  a year ago.

In  the following table are given Jun e  indexes of busi
ness activity in per cent of trend  w ith allowance for 
seasonal variations, and, where necessary, for price 
changes.

(Computed trend of past years=100 per cent)

Primary Distribution
Car loadings, merchandise and misc. . . .
Car loadings, other......................................
Exports...........................................................
Imports...........................................................
Grain exports................................................
Panama Canal traffic..................................

Distribution to Consumer
Department store sales, 2nd Dist............
Chain store sales..........................................
Mail order sales............................................
Life insurance paid for................................
Real estate transfers....................................
Magazine advertising..................................
Newspaper advertising...............................

General Business Activity
Bank debits, outside of N. Y. C ity .........
Bank debits, New York C ity ....................
Bank debits, 2nd Dist. excl. N. Y . City. 
Velocity of bank deposits, outside

N. Y . C ity .................................................
Velocity of bank deposits, N. Y. C ity.. . 
Shares sold on N. Y. Stock Exchange*..
Postal receipts...............................................
Electric power...............................................
Employment in the United States...........
Business failures...........................................
Building permits...........................................
New corporations formed in N. Y. State

General price level...................................

1926

June

110
108
91

120
82
96

96
99

108
116110
105
107

111
118
106

101
115 
181
99112

103
116 
148 
138

186

1927

April

109
105
104
126
135

100
103102
114
96101101

119
137
109

107
134
229
97

116100121
129
114

183

May

107
104
103121
148
87

94
100100
106
96

103101

117
135
104

108
131
214

92
116
99111

116
113

184

June

106
97

lOOp
132p
90

101
100
106112
96
97 100

116
134
104

106
128
219

95

ioo
123
129
123

184

*=Seasonal variation not allowed for. Preliminary.

Production

More than  the usual seasonal decline in ou tput from  
May to Jun e  was reported by a num ber of industries. 
The accompanying diagram  indicates th a t steel ingot 
production was sm aller in Ju n e  than  a year previous, 
bu t rem ained higher than  in  June  1925, while auto
mobile production was substantially smaller th an  in 
Jun e  of either of the past two years. The ou tpu t of 
pig iron, leather, new sprint, anthracite coal, and refined 
sugar, and m ill consum ption of silk and tin  deliveries

all showed reductions a fte r adjustm ent for the usual 
seasonal changes. Mill consum ption of cotton, however, 
reached an unusually high level in  June, and more th an  
seasonal increases occurred in the production of zinc, 
cement, flour, and shoes.

Bitum inous coal output, as the diagram  shows, has 
been m aintained at about the 1925 level since the strike 
in unionized mines began A p ril 1, and no evidence of 
a shortage has appeared as yet. A ctivity in  the auto
mobile industry  appears to have been m aintained in Ju ly  
at about the same level as in  June, and steel production 
is reported to have shown little  change. Reports from  
the Association of Cotton Textile M erchants of New 
York indicate th a t cotton m ill activity rem ained a t a 
high level, for although new business has fallen off 
somewhat accompanying the rise in cotton prices, ship
ments continue heavy and substantial unfilled orders 
remain.

(Computed trend of past years=100 per cent)

1926 1927

June April May June

Producers’ Goods
114 115 114 108
108 111 HOr 98

Bituminous coal............................................ 100 94 87 87
Copper, U. S. mines.................................... 102 102 99 99
Tin deliveries................................................. 110 104 102 88

99 94 92 98
105 117r 119

Gas and fuel o il............................................ 95 104 101
Cotton consumption.................................... 92 106 108 i i 6
Woolen mill activity*................................ 83 87 88 89p

135 122 125 132
107 87 76 80p

Leather, sole ................................................. 67 84 79 75
Silk consumption*........................................ 105 126 119 107

Consumers’ Goods
Cattle slaughtered........................................ 114 111 116 106
Calves slaughtered....................................... 101 86 83 85
Sheep slaughtered........................................ 109 109 106 107
Hogs slaughtered.......................................... 91 96 98 110
Sugar meltings, U. S. ports....................... 97 94 92 90
Wheat flour................................................... 109 105 101 104

106 98 105
82 78 76

Tobacco, manufactured.............................. 116 103 106
136 149 141
124 142 127
125 116 113 i i o

Paper, total................................................... 93 94 87
Boots and shoes............................................ 96 94r 88 io 2 p
Anthracite coal............................................. 106 93 94 86
Automobile, a ll............................................. 125 113 116 100
Automobile, passenger................................ 131 US 121 102
Automobile, truck........................................ 99 92 93 91

MILLIONS of TONS 
6,

T//OU5AND5ofCAK5
*=Seasonal variation not allowed for. p = Preliminary, r— Revised.
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Crops

The report of the Department of Agriculture on July 
1 crop conditions showed improvement in some crops, 
but even less favorable prospects than a month previous 
for others. The great irregularity in the prospects for 
the various crops is indicated in the accompanying 
diagram.

\92Z-Z6 
AVERAGE 

100°/o

Barley
7-(a.y (all tame)

5pringZdReai I 

Zdinter COfieat \

O a ts  I 
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Corn 

Tobacco 

JJpples (CommlJ

July 1 Forecasts of 1927 Crop Production Compared with Average 
Harvests in 1922-1926.

Hay lands were benefited by the cool, wet weather 
that retarded other crops, and the prospect on July 1 
was for the largest production on record. Substantial 
improvement occurred during June in the small grains, 
so that July 1 forecasts of the winter and spring wheat, 
oats, barley, rye, and rice crops were all close to or 
above the average harvests of the past five years. The 
indicated yield of potatoes also is considerably larger 
than a year ago, and about equal to the five year 
average.

Conditions remained very unfavorable for corn, how- 
ever, and the July 1 forecast was for the smallest crop 
since 1901. Indicated yields of fruits and tobacco were 
also small. While no official estimate of the cotton crop 
has been issued, the reported reduction of 12 per cent in 
the acreage planted would indicate a crop considerably 
below the extremely large harvest of 1926.

(In millions''

Crop

1922-1926
Average
Harvest

1926
Harvest

1927 
July 1 

Forecast

Corn bushels ................................................. 2,766
556

2,645 2,274
Winter wheat bushels......................................... 627 579
Spring wheat, bushels ........................................ 252 205 274
Oats bushels........................................................... 1,353 1,254 1,349
Barley, bushels....................................................... 194 191 243
Rye bushels ..................................................... 63.7 40.0 61.8
Rice, bushels........................................................... 36.4 41.0 39.9
Potatoes bushels ......................... ....................... 394 356 393
Tobacco, pounds.................................................... 1,343 1,323 1,099
Hay tame tons .................................. *............ 90.9 86.4 101
Apples commercial tirop barrels....................... 33.7 39.4 26.2
Peaches total crop, bushels................................ 54.0 68.4 45.5
Pears, total crop, bushels.................................... 20.8 25.6 17.6

Building

The volume of building and engineering construction 
work undertaken in June was the largest ever reported, 
according to statistics compiled by the F. W . Dodge 
Corporation from 37 states east of the Rockies. Contract 
awards were 15 per cent larger than in May and 16 
per cent larger than in June 1926. Contracts let in the 
New York and Northern New Jersey district were larger 
than in any previous June, due to the inclusion in the 
figures of large contracts for road work and subway 
construction.

For the first half of 1927, total building contracts 
awarded were 2 per cent larger than last year. The 
increase over last year was due chiefly to an increased 
amount of engineering projects, such as roads, subways, 
and bridges, rather than to construction of residential 
and industrial buildings, contracts for wThich showed 
appreciable decreases from a year ago. In the NewT York 
district construction projects totaled 5 per cent less 
than in the corresponding period of .1926. Public works 
and utilities projects were considerably larger than last 
year, but the effect of these on the total was more than 
offset by substantial reductions in residential and indus
trial contracts.

Chain Store Sales

Chain store business compared more favorably with 
that of a year ago in June than in May in all reporting 
lines. The largest increases continued to be in grocery 
and variety stores, but ten-cent stores and drug stores 
also showTed substantial gains in total sales. Shoe sales 
were slightly larger than in June 1926, following a re
duction in May, and the June decline in candy sales 
was smaller than that of the previous month.

The expansion since June 1926 in the number of units 
operated exceeded the gain in total sales in several lines, 
so that sales per store were smaller than a year ago. 
For all types of stores combined, however, sales per store 
continued to average larger than last year.

Type of Store

Percentage Change 
June 1927 from June 1926

Percentage Change 
First Six Months 
1927 from 1926

Number
of

Stores
Total
Sales

Sales
per

Store
Total
Sales

Sales
per

Store

+  8 .6 + 2 3 .0 +  13.3 + 2 0 .0 +  10.4
+  8 .6 + 1 0 .0 +  1.3 +  10.4 +  2.1
+ 2 0 .8 + 12 .4 —  7.0 +  14.4 —  8.1
+  3.1 +  0.1 —  3.0 +  3 .6 —  0 .3
+  7 .7 +  2.1 —  5 .2 —  0.1 —  8.9
+ 1 5 .3 + 2 4 .8 +  8 .2 + 2 6 .7 +  9 .3
+  1.6 —  4 .8 —  6 .3 —  3.5 —  7.3

+  8 .3 + 1 7 .9 +  8 .9 + 1 6 .6 +  7.4

D epartm ent Store Trade;

Due chiefly to substantial increases in New York 
and vicinity, total June sales of department stores re
porting to this bank were nearly 5 per cent larger than 
a year previous. As in many other recent months, 
unusually large increases were reported from Newark 
and Westchester County. Outside of the metropolitan
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area of New York, a majority of the reporting stores 
had smaller sales than in June 1926.

For the first half of 1927, sales of reporting depart
ment stores averaged less than 2y2 per cent larger 
than in the corresponding period last year, but apparel 
store sales averaged 5 per cent larger. The value of 
merchandise stocks carried in several localities has been 
reduced considerably during the past year, and in all 
cases the rate of stock turnover was higher in June than 
a year previous.

Locality

Percentage Change 
June 1927 

from 
June 1926

Percentage Change 
First 

Six Months 
1927 

from 1926

Per cent of 
Charge Accounts 

Outstanding 
M ay 31 

Collected in June

Net
Sales

Stock 
on hand 
end of 
month

Net
Sales

Average
Stock

on
hand

1927 1926

New Y ork ....................... +  6 .0
—  2.3
—  6 .2
—  3.8  
+  9 .0
—  1.7 
+  1.3
—  5.4  
+  1.4
—  4 .9  
+  2 .7
—  0 .2  
+  15.2

—  0 .8  
— 13.1 
— 11.8 
— 23.0 
+  4 .8
—  8 .3
—  2 .3

+  2 .4  
—  0 .2
—  2.4
—  1.1 
+  9 .2
—  3 .6
—  0 .9
—  5.2
—  1.6
—  1.4 
+  1.3
—  3.4  
+ 1 2 .6

—  0 .5  
— 11.5
—  2.8  
— 20.2 
+  3.1 
—  6 .6  
+  0 .1

50.9 
55.0
39.9
26.3
48.4

34 ’. i

49.1
52.2
43.4 
24.9
50.4

33! 6

Buffalo............................
Rochester.......................
Syracuse.........................
Newark...........................
Bridgeport......................
Elsewhere.......................

North. N. Y . S tate.. 
Cent. N. Y. State. . . 
South. N. Y. State. . 
Hud. Riv. Val. Dist.. 
Capital District........
Westchester D ist.. . .

All department stores. . +  4 .7 —  2 .7 +  2 .4 —  1.8 47.7 46.7

Apparel stores................ +  5 .4 
+  1.5

+  0 .9 +  5 .2  
—  0 .7

+  4 .4 46.0 43.7
Mail order houses.........

As the following table indicates, the principal in
creases in sales in Jane were in the apparel depart
ments. Considerable increases were reported also in 
home furnishings, stationery, and sporting goods, and 
sales of woolen goods continued above the very low 
level of a year ago, but sales of cotton goods and silks 
were smaller.

Net Sales 
Percentage Change 

June 1927 
from 

June 1926

Stock on Hand 
Percentage Change 

June 30, 1927 
from 

June 30, 1926

Musical instruments and radio............... + 23 .0 — 21.8
Shoes.............................................................. + 17 .1 +  8 .9
Toys and sporting goods.......................... + 15 .6 —  2 .7
Woolen goods............................................... + 15 .3 — 13.1
Books and stationery................................ + 13 .4 +  4.1
Women’s ready-to-wear accessories. . . . +  9 .4 —  1.3
Hosiery......................................................... +  9 .4 + 1 7 .0
Women’s and Misses’ ready-to-wear. . . +  9 .2 +  1.7
Men’s furnishings....................................... +  8.8 + 16 .1
Home furnishings....................................... +  8 .7 —  2 .7
Men’s and Boys’ wear.............................. +  5 .8 —  3.1
Luggage and other leather goods........... +  2 .0 —  1.8
Silverware and jewelry............................. +  1.4 —  1.8
Furniture...................................................... +  1.2 —  3 .0
Linens and handkerchiefs........................ +  1.0 +  4 .4
Toilet articles and drugs.................. +  0 .7 +  1.8
Cotton goods............................................... —  1.7 —  8.3
Silks and velvets........................................ — 12.4 —  2.1
Miscellaneous.............................................. —  3.8 —  6 .0

The rate of collections on charge accounts has been 
increasing this year and in recent months has been 
higher than a year ago, as the accompanying diagram 
shows. Last year the rate of collections ran steadily 
below that of 1925.

PER CENT.

Percentage of Outstanding Charge Accounts Collected by New 
York City Department Stores in Each Month since March 1925.

W holesale Trade
Sales of representative wholesale houses reporting to 

this bank continued in June to average about 5 per cent 
smaller than a year previous. Substantial declines were 
again reported in women's apparel, stationery, and dia
monds, and machine tool sales were much smaller than 
a year ago, following an increase in May. Shipments 
of drugs and hardware also were somewhat smaller than 
in June 1926, but increases were reported in groceries, 
cotton goods, silk goods, shoes, and paper.

Stocks of shoes on hand at the end of June were much 
larger than a year ago, and cotton goods stocks held by 
jobbers showed a considerable increase, following the 
heavy mill shipments of recent months. Stocks of 
groceries, silk goods, and diamonds and jewelry were 
somewhat larger than a year ago, while stocks of drugs 
and hardware were considerably smaller. The ratio of 
collections to accounts receivable in general showed little 
change from June 1926.

Percentage Change 
June 1927 

from 
May 1927

Percentage Change 
June 1927 

from 
June 1926

Percentage 
Change in 
Net Sales

Commodity Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

First Six Months 
1927 from 1926

Groceries.......................... +  5 .4  
— 11.3

—  9 .2 +  1.9 +  6 .4 —  4 .0
Men’s clothing............... —  0 .3 —  9 .4
Women’s dresses............ — 24.7 — 16.9 — 12.1
Women’s coats and suits — 37.3 — 31.8 — 12.9
Cotton goods— Jobbers. 
Cotton goods— Com

mission .........................

+  9 .6

+ 1 4 .4  
+ 1 4 .9  
+ 2 7 .6  
+  2 .4  
+  6 .4  
+  8 .9  
—  3.9

—  2.3 +  4 .8

+  2 .2  
+  6 .3  
+  6 .8  
—  5.7

+ 1 7 .3 —  3 .0

—  5.2
Silk goods........................ +  0 .4* 

+ 1 2 .7  
+  8.1 
— 10.2

+  3.7*
+ 50 .1
— 19.2

—  6 .2
Shoes.......................... .. +  4 .2

—  5 .5Drugs................................
Hardware......................... —  2 .2 — 14.0 —  2 .7
Machine tools**............. — 25.5 — 10.7
Stationery....................... — 15.8 —  8 .7
Paper ............................ —  2 .4 +  4 .0  

— 23.9
+  2 .3  
— 17.9Diamonds........................ — 17.1 } +  0 .3 } +  1-4Jewelry............................. + 2 7 .3 +  0 .7 — 10.5

Weighted Average. . . —  2.7 —  5 .4 —  6 .7

* = Quantity not value. Reported by the Silk Association of America. 
* * = Reported by the National Machine Tool Builders’ Association.
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Business Conditions in the U nited States

I NDUSTRIAL production declined in July to a 
level below that of a year ago, while the Depart
ment of Labor’s index of wholesale prices advanced 

for the first time since last autumn. Demand for bank 
credit showed a seasonal increase, but easy conditions 
prevailed in the money market.

P r o d u c t io n

Output of manufactures declined in July and was 
in practically the same volume as a year ago, and the 
production of minerals, which was further reduced dur
ing the month, was at the lowest level since early in 
1926, wrhen the anthracite strike was in progress. Iron 
and steel production in July was in the smallest volume 
since 1925, and continued at practically the same level 
during the first three weeks of August. Automobile out
put for July and the early weeks of August was con
siderably below that of the corresponding month of 
last year; production of rubber tires, nonferrous metals, 
and food products, and activity of woolen mills were 
smaller in July than in the preceding month. Cotton 
consumption was smaller than in June, but continued 
unusually large for this season of the year. Produc
tion of leather, shoes, and lumber increased in July as 
compared with June. Factory employment and pay 
rolls showed seasonal decreases in July and were smaller

PERCENT

Index Numbers of Production of Manufactures and Minerals,
Adjusted for Seasonal Variations. (1923-25

average = 1 0 0  per cent.)

than in any month since 1924. Employment in coal min
ing has been reduced in recent months, and reports indi
cate some unemployment in certain of the building 
trades owing to the decline in the construction of 
houses. Building contract awards in July and in the 
first three weeks of August continued larger than a 
year ago, the increase reflecting chiefly a growth in 
awards for engineering projects.

The August 1 cotton report of the Department of 
Agriculture indicated a production of 13,492,000 bales 
or 25 per cent less than the record yield of last year. 
The indicated production of corn, though considerably 
larger than the expectation in July, was 262,000,000 
bushels lower than the harvested crop of 1926. The 
August estimate of 851,000,000 bushels of wheat indi
cated an increase of 18,000,000 bushels over the 1926 
crop yield.

T r a d e

Distribution of merchandise at wholesale and retail 
showed about the usual seasonal decline in July. Com
pared with a year ago sales of wholesale firms and de
partment stores wrere slightly smaller, owing largely to 
the fact that there was one less business day in July of 
this year than in July 1926. Sales of mail order houses 
and chain stores were somewhat larger than a year ago. 
Inventories of department stores continued to decline 
in July and at the end of the month were slightly smaller

PER CETiT.

Federal Reserve Board’s Indexes of Factory Employment and 
Payrolls. (1919 average =  100 per cent.)
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1923 1 9 24  192.5 1926 1927
Wholesale Price Index of United States Bureau of Labor Statistics. 

(1913 average =  100 per cent.)

than a year ago; and wholesale stocks also continued 
smaller than last year. Shipments of commodities by 
freight decreased, contrary to the usual seasonal trend, 
and were smaller in July and in the first two weeks of 
August than in the same period of last year.

P r i c e s

The Bureau of Labor Statistics index of wholesale 
prices advanced slightly in July, reflecting chiefly in
creases in the prices of corn, livestock, cotton, and 
leather, while prices of wheat, silk, metals, and build
ing materials declined. Since the latter part of July 
prices of corn, cotton, and cattle have continued upwrara 
and those of w7heat, nonferrous metals, and rubber have 
also advanced, while hogs, lumber, and hides have 
declined.

B a n k  C r e d i t

There wTas an increase in the volume of commercial 
loans at member banks in leading cities between July 
20 and August 17, as is usual at the beginning of the 
crop-moving season. Loans on securities, as well as 
commercial loans, increased, while investment holdings 
declined, and total loans and investments ŵ ere about 
$60,000,000 larger than a month earlier.

Total borrowings of member banks at the Reserve 
Banks increased slightly between July 20 and August 
24; there was a growth of discounts at the Federal Re
serve Bank of New York, partly offset by declines in 
other districts. There was little change in the System’s 
holdings of acceptances and a growth in the portfolio 
of United States securities.

Money rates on all classes of paper in the open mar
ket declined sharply in August, and were at a lower 
level than a year ago. Discount rates at eight Federal 
Reserve Banks were reduced from 4 to 3%  per cent.

M on ey  M arket
Both prior to and following the redaction of the dis

count rate of the Federal Reserve Bank of New York 
from 4 to 3y2 per cent on August 5, open market money 
rates tended to decline and reached the lowest levels in 
more than a year. In each of the past two years, as the

SEPTEMBER 1, 1927
-RATE

1925 19ZG 19*27
Weekly Money Rates at New York.

accompanying diagram shows, the tendency of rates had 
been upward during August.

Rates prevailing near the end of August are compared 
below with those of a month previous and a year ago.

Money Rates at New York

Aug. 30, 1926 July 30, 1927 Aug. 30, 1927

*5 *3% *3 H
Time money— 90 d a y .............................. 5 4 % 4
Prime commercial paper......................... 4-4 % 4
Bills— 90 day unendorsed....................... 3% 3VS 3V&
Treasury certificates and notes

Maturing December 15....................... 3.29 2.78 2.61
Maturing March 15.............................. 3.40 3.19 2.95

Federal Reserve Bank of New York
rediscount rate...................................... 4 4 3H

Federal Reserve Bank of New York
buying rate for 90 day bills................ 3H 3 V2 3 X

*=  Prevailing rate for preceding week.

The demand for currency continued small in August; 
the amount in circulation showed some increase from 
the low level reached near the end of July, but re
mained more than 100 million dollars lower than a year 
ago. There were evidences, however, of the beginning 
of the Fall expansion in credit requirements. Commer
cial loans of reporting member banks in this district 
showed a net increase of about 30 millions in the four 
weeks ended August 24, and an increase of similar
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amount occurred in other districts, so that the total in
crease in commercial loans of all reporting member 
banks throughout the country was over 60 millions.

In the New York district the increase in commercial 
loans was more than offset by reductions in loans on se
curities and in investments, so that the total amount of 
bank credit outstanding on August 24 ŵ as smaller than 
a month previous. In other districts, however, there was 
a moderate increase in security loans, which, with the 
increase in commercial loans, was only partly offset by 
a reduction in investments; so that the total amount of 
credit outstanding increased somewhat.

(Change in millions of dollars)

July 27, 1927, to 
August 24, 1927

Aug. 25, 1926, to 
August 24, 1927

Banks
in

Second
District

Banks
in

Other
Districts

Banks
in

Second
District

Banks
in

Other
Districts

Loans on stocks and bonds...........
Commercial loans............................
Investments......................................
Demand deposits.............................
Time deposits...................................

—  38 
+  31
—  54 
— 123 
+  15

4- 44 
+  31 
—  33 
+  87 
+  32

+  71 
+254 
+  37 
+206 
+167

+255 
—  95 
+254 
+123 
+389

The greater part of the change in security loans of 
reporting banks was accounted for by changes in the 
volume of loans to brokers and dealers in securities, 
placed by New York City banks. The total of these 
loans increased nearly 50 million dollars in the two 
weeks ended August 10, and reached a new high level, 
but in the subsequent two weeks declined 22 millions. 
Loans placed by New York banks for their own account 
were reduced 47 millions during the four-week period, 
but loans placed for correspondent banks and others 
increased 74 millions.

There was evidence of some flow of funds from New 
York to other districts and abroad in August, but the 
loss to the New York money market was made up by 
the sale of bills and securities to the Reserve Bank. 
Required reserves of banks in this district were reduced 
somewhat, accompanying the reduction in deposits 
shown above, but required reserves of reporting member 
banks in other districts appear to have increased slightly 
during the month.

B i l l  M a r k e t

The lower level of rates established late in July 
brought a larger supply of bills into the market during 
August. Investment demand became less active at these 
rates, due partly to a decrease in foreign orders, and 
dealers' holdings of bills increased to the largest volume 
for any Summer since 1921. Later in the month, local 
bank demand for short bills developed and the offering 
rate on 30 day bills was reduced to 3 per cent. Ninety 
day bills were offered throughout the period at 3%  per 
cent.

The volume of bankers acceptances outstanding dur
ing recent months has been larger than in the corre
sponding period of 1926 and 1925, as the accompanying 
diagram shows. Outstandings have fluctuated from 
about 550 to over 800 millions of dollars in recent years, 
chiefly as the result of the seasonal movement of exports

M I L L I O N S  o f  D O L L A R S

Bank o f  N ew York .

and imports. The large amount of acceptances outstand
ing during the first half of this year doubtless reflects 
largely exports of cotton, which reached unusually large 
proportions.

C o m m e r c i a l  P a p e r  M a r k e t

Commercial paper rates continued to ease gradually, 
and following the reduction in the Reserve Bank's dis
count rate, reached a prevailing level of 4 per cent for 
prime names. The market for paper among interior 
institutions was good, and there was also a more active 
demand from some New York City banks, but available 
supplies remained limited. Occasional sales of very 
choice names of moderate matoity were made in the 
Middle West at 3%  per cent.

Outstandings of commercial paper have shown a grad
ual and practically continuous decline in recent years, 
except for seasonal changes. The decline in the volume 
of commercial paper may be attributed to a number of 
factors, including the policy of hand-to-mouth buying, 
which has reduced the needs of industrial and merchan
dising concerns for funds, the funding of short-term 
borrowings into longer-term note and bond issues, and 
a reduction in the requirements of concerns in the tex
tile trades which formerly had been heavy borrowers 
but which in recent years have been affected by slow 
business.

Gold M ovem en t
The flow of gold in and out oi the country during 

August was of even smaller proportions than in the 
previous month, but again resulted in some excess of 
imports. Reports of the movements through the Port 
of New York during the first 29 days of August showed 
imports of $6,000,000. The principal imports were an 
additional $2,400,000 from the Netherlands, continuing 
a movement which began in May, and $3,100,000 from 
Chile to further augment the reserves of the Central 
Bank of Chile maintained in this country. Exports 
totaled $900,000, of which about half was shipped to 
Mexico.
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Complete July figures for the United States show a 
net import of $8,900,000, the result of imports of $10,-
700,000 and of exports of $1,800,000. The imports in
cluded chiefly $4,800,000 from Canada and $4,500,000 
from the Netherlands, while exports were principally to 
Mexico and the Far East. These figures raised the net 
gold import balance for the first seven months of the 
year to $140,000,000, and on the basis of preliminary 
reports for August, the net inflow since the first of the 
year has been further increased to approximately 
$145,000,000.

T h e Foreign Exchanges
The strength in the European exchanges, which was 

perceptible in July, became more pronounced in August. 
From a July low of $4.8506, sterling advanced above 
$4.8581, the highest quotation in twelve months. The 
German mark reached parity for the first time in the 
current year; the Swiss franc, just under parity, was 
at its highest since January; and the Swedish crown, at 
26.83 cents was at a level not reached since July, 1926. 
The belga, at 13.92 cents was within a point of the 
highest figure since stabilization, and the Danish crown 
in the early part of the month reached parity for the 
first time since early 1919. Fluctuations in the French 
franc were nominal and in the Italian lira, small; the 
Netherlands florin was steady near 40.06 cents, the level 
reached in July. Among the unstable exchanges, the 
Norwegian crown shared the prevailing strength, cross
ing 26 cents for the first time in several months, but 
Spanish pesetas wTere heavy.

Among the American rates, Canadian dollars crossed 
parity, and the Argentine peso, at 42.70 cents was the 
highest since May 1920. On August 27, the opening of 
the Caja de Conversion announced the return of Argen
tina to the gold standard. Brazilian milreis were the 
highest since March of the current year.

The strength of European rates was not shared by the 
Far Eastern. Yen and rupees were steady, the former 
at about 47%  cents and the latter at 36 cents; but silver 
and the silver exchanges were weak. Bar silver dropped 
to 54.13 cents, the lowest figure since January. Toward 
the end of the month, silver rallied from this low level.

M on ey  R ates Abroad

Notwithstanding the strength of the exchanges, Euro
pean money rates showed little change in August. The 
London bill rate remained at about 4%  per cent, and on 
August 23 the Treasury bill rate ran up to the highest 
figure since the first week of the year; but this was 
followed in the closing days of August by pronounced 
ease in the short money market. Rates in both Amster
dam and Zurich were firm just under 3%  per cent, the 
official rates. In Berlin, the early part of August 
brought some evidence of an easier tendency; the bill 
rate was an eighth lower at 5%  per cent, and day-to-day 
funds and monthly money were more plentiful. Toward 
the end of the month, the bill rate advanced to 6 per 
cent, and monthly money became scarce; day-to-day 
funds, however, remained relatively easy. The rate 
in Paris remained in the vicinity of 2 per cent, but

1925 1926 1927
Prevailing Open Market Money Rates in European Countries and 

in the United States in Each Month Since January 1925.
(Ninety-day Bill Rate in the United States and 

Corresponding1 Rates for Other Countries.)

it was reported that the market was somewhat firmer. 
The accompanying diagram compares tendencies of bill 
rates in several European countries and in the United 
States since the beginning of 1925.

The Bank of Finland reduced its official rate from 
7 per cent to 6V2 per cent on August 11. The Finnish 
rate had not been below 7 per cent since it was advanced 
to that figure on November 18, 1919. The Austrian 
National Bank reduced its rate to 6y2 per cent on 
August 24, from 7 per cent, to which it had been raised 
on July 21.

Security M arkets
The stock market was subject to wide price movements 

and large fluctuations in the volume of trading during 
August. Industrial stocks advanced in the first part ol 
the month to slightly higher levels than in July, but 
several subsequent heavy selling movements resulted in 
sharp declines in the price averages in the second week. 
Following the middle of the month, however, the trend 
of the market again was upward and average prices of 
industrial stocks attained new high levels. Railroad 
shares were relatively inactive and after advancing early 
in the month to above the previous high points of 1906, 
showed average net losses of several points, which were 
not fully regained before the end of the month.

Pronounced ease in money rates and a continued re
striction of the volume of new security offerings were 
accompanied by further strength in the bond market 
during August. Corporation bond averages advanced 
about %  of a point further and approximately equaled 
the high levels of early 1913, and a large number of for
eign bonds, including nearly all of the French issues, 
sold at the highest prices of the year. United States 
Government long term bonds showed gains ranging from

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1, 1927



FEDERAL RESERVE A0ENT AT NEW YORK 69

about to over y2 point, the June issue of 3%  per cent 
Treasury bonds advancing as high as 100 31/32, com
pared with the cash subscription price of 100%.

The volume of new securities floated in this market 
in August continued very small until the final week, 
due in part to seasonal influences, and with the excep
tion of July was the smallest for any month since Sep
tember 1926. The reduction from previous months of 
this year was chiefly in offerings of industrial and public 
utility issues. For the first eight months of the year, 
however, total security offerings, including refunding 
as well as new capital issues, have been approximately 
$1,000,000,000 larger than in the corresponding period 
of 1926. Foreign issues, during the same period, have 
been over $150,000,000 larger than a year ago.

Foreign Trade

The value of our foreign trade declined in July. Ex
ports of merchandise valued at $343,000,000 showed less 
than the usual decline from June, but were $25,000,000 
smaller than in July 1926. Imports valued at $327,- 
000,000 were $28,000,000 smaller than in June, and 
$12,000,000 less than a year ago.

Cotton exports, in accordance with the usual tendency 
at the end of the crop year, continued to decline. For 
the entire crop year, however, cotton exports totaled
11,184,000 bales, or about 60 per cent of the largest crop 
ever produced in this country. This percentage of cot
ton production exported was the highest since 1921, 
when the crop was the smallest in 26 years, and when 
prices about as low as during the past year stimulated 
foreign purchases.

Shipments abroad of coal and petroleum products, 
and also grains and meats, declined in July as com
pared either with the previous month or with July of 
last year. Available data indicate the import of larger 
quantities of raw silk and crude rubber than in the pre
vious month or in July 1926. Receipts of coffee de
clined, however, and were the smallest since May 1926.

Business Profits

Earnings of industrial and mercantile corporations 
in the second quarter of 1927 were irregular, and the

(Net profits in millions of dollars)

No. of 
Corpora

tions

Second
Quarter

First Six Months

1926 1927 1925 1926 1927

Motors and Accessories................... 28 114 121 148 198 204
O il.......................................................... 22 44 14 64 72 41

16 45 41 70 88 82
Food & Food Products.................... 20 29 30 44 53 54
Machine and Machine M fg............ 15 8 7 15 16 13
Mining and Smelting........................ 21 13 14 21 26 28
Chemicals............................................ 7 9 12 14 19 23
Building Supplies.............................. 9 6 6 11 12 11
Miscellaneous..................................... 42 26 30 46 62 64

Total 9 groups................................ 180 294 275 433 546 520

Telephone............................................ 79 52 59 90 103 117
Other Public Utilities....................... 14 21 23 43 45 52

Total Public Utilities...................

Class I R ailroads..............................

93

183

73

272

82

247

133

439

148

496

169

473

total net income of 180 companies for which reports are 
now available was about 6 per cent smaller than in 1926, 
but continued considerably larger than in 1925. Nearly 
all the oil companies reported sharp reductions in net 
income, reflecting the effects of overproduction, and 
about three-fourths of the automobile manufacturers had 
smaller earnings, though the large increase reported by 
General Motors and smaller increases in the profits of a 
few other companies resulted in some increase for the 
motor group as a whole. In other industry groups, earn-

MILL IONS 
OFDOLLAR5

Quarterly Profits of 1D5 Industrial Corporations and Net Operat
ing Income of Class I Railroads.

ings were irregular, and of the total of 180 corporations, 
the number reporting increases and decreases was almost 
evenly divided. Profits of telephone companies and 
other public utilities continued to increase gradually, 
but the net operating income of the principal railroads 
showed less than the usual seasonal increase and was 9 
per cent smaller than in the second quarter of 1926.

Production

The output of a majority of industries declined from 
June to July after allowance is made for the usual 
seasonal variations, and in most cases was also smaller 
than a year ago. Substantial curtailment occurred in 
the production of pig iron and steel ingots ; the July 
rate of output in each case was the smallest for any 
month since 1925, and no increase in activity was indi
cated by trade reports in August. Production of pas
senger automobiles and motor trucks was reduced con
siderably in July, and preliminary employment reports 
indicate only a slight increase in the activity " of the 
industry in August.

Bituminous coal output did not show the usual sea
sonal expansion in July and was smaller than in the 
corresponding period of any year since 1924. The re
sults of a survey made by the TJ. S. Bureau of Mines 
indicated that domestic consumption and export demand 
for bituminous coal exceeded production by an average 
of 1,000,000 tons a week between April 1 and July 1, 
but that consumers’ stocks at the beginning of July 
remained larger than at the corresponding time in any
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previous year, being equal to requirements for nearly 
seven weeks. The export demand is now considerably 
below that of a year ago when the British coal strike 
was in progress, but evidence of a stronger domestic 
market in August has appeared in a moderate advance 
in prices, and some increase in output has occurred. 
Anthracite production in July was the smallest for 
that month since the strike of 1922, but a more active 
market has been reported in August.

Mill consumption of cotton was reduced considerably, 
but was, nevertheless, the largest for that month in 
several years. The market for cotton goods has been 
unsettled by the rapid advance in raw cotton prices, 
and although continued large shipments prevented the 
accumulation of heavy stocks of most lines of cotton 
goods at the mills during the first half of August, some 
further curtailment of production occurred. Silk and 
woolen mill activity also was curtailed moderately in 
July.

The indexes of production in the following table are 
adjusted for seasonal variations and year-to-year growth.

(Computed trend of past years =100 per cent)

1926 1927

July May June July

Producers’ Goods
Pig iron........................................................... 113 114 108 102
Steel ingots..................................................... 104 110

85r
98 89

Bituminous coal?*.......................................... 95?* 81r 74
Copper, U. S. mines.................................... 109 99 99 98
Tin deliveries................................................. 121 102 88 92
Z inc.................................................................. 100 92 98 95
Petroleum....................................................... 107 119 118
Gas and fuel o il............................................. 99 101 96
Cotton consumption.................................... 86 108 116 ios
Woolen mill activity*.................................. 77

139
88 89 83 p

Cement............................................................ 125 133r 136
Lumber........................................................... 109 76 80p 98p
Leather, sole?*................................................. 91r 107r 9 3r 93
Silk consumption*/*...................................... 115r 129r 116r 112

Consumers' Goods
Cattle slaughtered?*...................................... llGr l l l r

85 r
107r 98

Calves slaughtered/*..................................... 96r 87 r 76
Sheep slaughtered?*...................................... lOlr 108r 108 r 98
Hogs slaughtered?*........................................ 95 r 99r 105r 101
Sugar meltings, U. S. ports.......................
Wheat flour....................................................

96
114

92
101

9Gr
104

91
94

Cigars.............................................................. 106 105
Cigarettes....................................................... 70 76
Tobacco, manufactured.............................. 107 106
Gasoline.......................................................... 139 141 i42
Tires................................................................ 124 127 138 i24p
N ewsprintr..................................................... 113r 98r 97r 94
Paper, total?*.................................................. 108r 102r 103
Boots and shoes............................................ 105 89r 103 H ip
Anthracite coa l............................................. 103

128
94 86 61

Automobile, a ll............................................. 116 100 92
Automobile, passenger................................ 134 121 102 95
Automobile, truck........................................ 105 93 91 78

*=Seasonal variation not allowed for p = Preliminary r=Revised

W ages and E m ploym ent

This bank's composite index of wages has continued 
to rise gradually during the past year, and as the ac
companying diagram shows, 1927 wages in general are 
above the highest level reached in 1920. Meanwhile the 
cost of living has declined slightly, so that the purchas
ing power of wages has increased further. At the end 
of the first half of 1927 the cost of living index of the 
United States Bureau of Labor Statistics was 71 per 
cent above the pre-war level, whereas the wage index 
was 121 per cent higher. This indicates a gain of 29 
per cent in the average purchasing power of the wages

PERCENT.
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paid to all classes of workers since 1914, largely in the 
past six years.

The composite wage index includes per capita earn
ings of factory operatives and railroad employees, wage 
rates paid to agricultural labor, building labor, and gen
eral unskilled labor, salaries paid to teachers, and earn
ings of clerical help. Accompanying some evidence of 
decreased opportunities for securing employment, the 
average hiring rate paid to unskilled labor has remained 
virtually unchanged during the past year. All other 
groups have shown at least slight gains, though factory 
operatives' earnings, after reaching in March the high
est level ever reported, have subsequently declined some
what, accompanying the moderate recession in factory 
activity since that month.

The number of workers employed in factories was 
reduced about 2 per cent in New York State and in the 
country as a whole, from June to July. A  part of this 
decline in factory employment was attributed to mid
summer closings for vacations and plant repairs, but 
there was evidence of more than seasonal curtailment 
in some industries, notably iron and steel and auto
mobiles. Farm work, road building, and fruit and 
vegetable canning provided employment for a consider
able number of workers, but the voluntary labor turn
over rate continued to be very low and State employ
ment offices reported some surplus of applicants over 
opportunities for employment.

Indexes of Business A ctiv ity

There appears to have been no curtailment of general 
business activity comparable to the reduction in indus
trial production in July. This bank's indexes showed 
no consistent change from the previous month, nor from 
July 1926. Bank debits in localities outside of New 
York City continued in about the same volume as in 
June and the corresponding month a year ago, but New
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York City debits showed an increase after seasonal ad
justment and were larger than last year. The distribu
tion of goods at retail continued fairly large and foreign 
trade remained active.

Railway distribution of commodities, especially of 
the heavy freight, such as coal and ore, declined slightly 
further after seasonal adjustment and was considerably 
smaller than in July of last year. The number of com
panies incorporated in New York State was smaller than 
in the previous month and a year ago, but business 
mortalities were less numerous than in June, although 
they continued appreciably higher than last year.

In the following table this bank’s indexes of busi
ness activity are given in percentages of the computed 
trend, with allowance for seasonal variations, and, where 
necessary, for price changes.

(Computed trend of past years=100 per cent)

JAN-JULY 
19Z6= 100%

Primary Distribution
Car loadings, merchandise and m isc.,
Car loadings, other................................
Exports.....................................................
Imports.....................................................
Grain exports..........................................
Panama Canal traffic............................

Distribution to Consumer
Department store sales, 2nd Dist.
Chain store sales..............................
Mail order sales................................
Life insurance paid fo r ...................
Real estate transfers.......................
Magazine advertising.....................
Newspaper advertising...................

General Business Activity
Bank debits, outside of N. Y . C ity .........
Bank debits, New York C ity ....................
Bank debits, 2nd Dist. excl. N. Y . City. 
Velocity of bank deposits, outside N.Y.C. 
Velocity of bank deposits, N. Y. C ity ... 
Shares sold on N. Y. Stock Exchange*..
Postal receipts...............................................
Electric powerr............. ...............................
Employment in the United States...........
Business failuresr.........................................
Building permits...........................................
New corporations formed in N.Y. State.

General price level.......................................

1926

July

109110 
109 122 101
95

99
104
115
118
109100
103

116
123110
108
123
173
101
106r
103
96r

128
126

185

1927

May

107
104
103121
148
87

94100100
106
91r

103
101

117
135
104
108
131
214

92
108r
99

105r
116
113

184

June

106
97
99

131
90
91

101100
106112
96
97 

100

116
134
104
106
128
219
95

107100
115r
129
123

184

July

105
93

105p 
122p 
63

101
106
117
109

' ’ 97 
97

116
135
106110
135
176
92

'ioo
104
104
116

183

* —Seasonal variation not allowed for p=Preliminary r=Revised

Building
Building and engineering contracts awarded in July 

were nearly 16 per cent smaller than the record amount 
reported in June, but were 3 per cent larger than in 
July 1926, according to the F. W . Dodge report for 37 
states east of the Rockies. The principal element in the 
reduction from June was a sharp decline in residential 
contracts. Compared with a year ago, public works and 
utility projects continued to show a substantial increase, 
and commercial and residential building was slightly 
heavier, while industrial and educational construction 
work was smaller.

The dollar value of building contracts let in the re
porting states during the first seven months of this year 
was 2 per cent larger than in the corresponding period 
of 1926. The exceptionally heavy volume of civil engi
neering and public works and utilities projects— more 
than 21 per cent larger than a year ago, as the accorn-

VUBUC WORKS & UTILITIES

Building Contracts Awarded in 37 States during First Seven 
Months of 1927 Compared by Type of Project with 

Corresponding Period in 1926.

panying diagram indicates,— was the principal factor 
in the maintenance of a large amount of construction 
work. Commercial building was also ahead of last year 
and educational construction about the same, but residen
tial contracts were 4 per cent smaller, and industrial 
building was considerably lower, due partly to the in
clusion in the 1926 figures of a very large power house 
project.

In the New York and Northern New Jersey district, 
the accumulated amount of contract awards since the 
first of the year slightly exceeded the figure for the 
corresponding period of last year at the end of July, 
for the first time this year. The July increase was due 
primarily to the large amount of public works and com
mercial contracts.

Chain Store Sales

The increases over last year in total sales reported 
by leading chain store organizations continued large in 
July, especially in view of the fact that there was one 
less business day than in the corresponding month of 
1926. Variety stores continued to show the most rapid 
rate of growth in total volume of business, and sales of 
grocery chains again showed a large increase over last 
year. Sales of drug and ten cent store chains also were 
larger than in July 1926, while tobacco and shoe systems 
reported slight declines, and sales of candy chains 
showed little change.

Type of Store
Number

of
Stores

Total
Sales

Sales
per

Store

+  8 .8  
+  8 .9  
+ 1 7 .4  
+  3 .0  
+  7 .4  
+ 2 2 .2  
+  3 .3

+ 1 8 .8  
+  7 .0  
+  8 .8
—  1.4
—  3 .2  
+ 2 4 .7
—  0 .2

+  9 .2
—  1.7
—  7.4
—  4 .3
—  9 .9  
+  2 .0
—  3 .3

Drug......................................................................
Tobacco....................................................................
Shoe...........................................................................

Candy...................................................................

T o ta l.................................................................... +  8 .6 + 1 4 .4 +  5.3

Percentage Change 
July 1927 from July 1926
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July sales of reporting wholesale dealers in this district 
averaged 5%  per cent larger than a year ago, due chiefly 
to a large increase in sales of women’s coats and suits, 
which in July 1926 were affected by a strike. Sales of 
cotton goods and of paper continued larger than last 
year and small increases were reported also in sales of 
men’s clothing and drugs. Decreases in July following 
increases in June occurred in sales of groceries, silk, and 
shoes, however, and sales of hardware, machine tools, sta
tionery, diamonds and jewelry were considerably smaller 
than in July 1926.

Stocks of groceries at the end of July were substan
tially larger than a year previous, and shoe stocks con
tinued much above the low level of last summer; jobbers 
stocks of cotton goods and mill stocks of silk goods also 
remained somewhat larger than in 1926.

W h o l e s a l e  T r a d e

Commodity

Groceries.....................
M en’s clothing..........
W om en’s dresses. . . .  
W omen’s coats and suits 
Cotton goods— Jobbers 
Cotton goods-Com-

mission........................
Silk goods.......................
Shoes...............................
Drugs..............................
Hardware.......................
Machine tools**...........
Stationery......................
Paper...............................
Diamonds.......................
Jewelry............................

Percentage 
Change 

July 1927 
from 

June 1927

Net
Sales

—  9 .9  
+ 70 .4  
— 27.7 

+ 213 .9
+ 2 4 .5

— 17.2
— 13.7
— 22.5
+12.6
— 20.3
— 6.6 —12.8 
—  9 .6  
+  5 .9  
— 42.2

Weighted Average.. . + 2 2 .8  ........... + 5 . 5

Stock 
end ol 
month

+ 8.8

—  5 .0

+ 1.2* 
+  1.7 
+  9 .6  
+  3.1

Percentage 
Change 

July 1927 
from 

July 1926

Net
Sales

— 8.1 + 1.6
—  0 .5  
+ 9 9 .6  
+ 1 0 .4

+  4 .2
—  9 .6
—  2.4  + 2.0 
— 11.9 
— 25.3 —22.8 
+  4.9  
— 24.9 
— 12.9

Stock 
end of 
month

+ 1 6 .0

+  5.S

+  6 .7*
+ 3 9 .9
— 17.6

+ 0.6

Per cent of 
Accounts 

Outstanding 
June 30 

Collected 
in July

1927

73.9
36.1

37.5

*48! 9 
36.8
39.2
48.3

74! 7 
65.0
28.3

50.7

1926

79.2
45.7

41.7

53.8
36.9 
38.2 
49.6

66! 3
66.4
24.4

*=Quantity not value. Reported by the Silk Association of America.
**=  Reported by the National Machine Tool Builders’ Association.

D epartm ent Store Trade
Sales of leading department stores in this district 

averaged 3 per cent smaller in July than a year pre
vious, but there were five Sundays during the month 
this year, and daily average sales were slightly larger 
than a year ago. All sections of the district reported 
smaller total sales than in July 1926, except West
chester County, where reporting stores have been ex
panding their business rapidly, and the lower Hudson 
River Yalley. Leading apparel stores also had a slightly 
smaller volume of business.

The accompanying diagram, showing outstanding 
orders for merchandise reported by department stores 
at the end of each month, indicates that forward buying 
during the Spring season was even smaller this year 
than in other recent years, but the July reports indicate 
that advance buying of Fall merchandise has been of 
about the usual proportions. Average stocks of mer
chandise at the end of July remained somewhat smaller 
than a year ago, but the decline in total sales caused a 
slight reduction in the rate of stock turnover compared 
with last year.

Department Store Orders for Merchandise Outstanding at the End 
of Each Month in Percentage of 1924 Average, Compared 

with Volume of Sales. (1927 Sales Estimated on 
Basis of First Six Months.)

The proportion of outstanding charge accounts col
lected during July was slightly smaller than a year 
previous; this also may have been due to the fact that 
there was one less business day this year.

Locality

Percentage Change 
July 1927 from July 

1926

Per cent of 
Charge Accounts 

Outstanding 
June 30 

Collected in July

Net
Sales

Stock on 
hand end 
of month 1927 1926

—  2.6 —  0 .8 45.8 47.3
—  3 .3 —  7 .0 48.7 48.3
—  9.1 —  1.6 36.4 39.6
—  9 .0 — 22.9 26.0 23.8
—  2 .8 +  7.2 44.0 45.3
—  9 .4 —  9 .4
—  2 .7 —  2 .7 3 i !2 32.0

Northern New York State........ —  1.8
Central New York State........... — 14.4
Southern New York State........ —  2 .8
Hudson River Valley District.. 0
Capital District............................ —  2.4
Westchester D istrict................... +  5 .3

All department stores..................... —  3.4 —  1.5 43.3 44.3

Apparel stores.................................. —  1.8 +  3 .1 44.6 45.0
Mail order houses............................ +  0 .7

Comparisons of July sales and stocks in leading de
partments with those of a year ago are shown in the 
following table.

Net Sales 
Percentage Change 

July 1927 from 
July 1926

Stock on H and 
Percentage Change 

July 31, 1927 
from July 31,1926

Woolen g o o d s ............................................. + 2 5 .3 — 16.8
Books and stationery................................ + 1 1 .5  

+  7.7  
+  5.1

—  1.1
W omen’s and Misses’ ready-to-wear. . . 
Home furnishings.......................................

+ 1 2 .4  
—  2.7

W omen’s ready-to-wear accessories. . . . +  4 .4  
+  4‘. 1

—  2 .3  
+ 1 2 .2

Linens and handkerchiefs......................... +  4 .1 
+  3 .7  
+  1-4

+  0 .2
Toys and sporting goods.......................... —  3.0

+  7 .6
Luggage and other leather goods........... —  0 .6 —  4 .9
Silverware and jewelry.............................. —  1.2 —  4 .0
Toilet articles and drugs.......................... —  1.4 —  0 .7
Men’s furnishings....................................... —  2.1 + 11 .9
Cotton goods ............................................. —  3 .7 — 13.1
Musical instruments and radio............... —  8 .4 — 24.2

—  8 .6 +  2.3
Silks and velvets........................ ................ —  8 .7 —  9.1
Men’s and Boys’ wear.............................. — 10.7 —  1.3
Miscellaneous............................................... —  6.8 — 12.1
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M on ey  M ark et in September

M ONEY continued generally easy during Septem
ber as compared with a year ago, although call 
money was prevailingly 4 per cent after the 10th 

of the month. The prevailing level of other money rates 
was approximately the same as during August, except 
for a slight rise in time money, as indicated by the fol
lowing table :

Money Rates at New York

Sept. 30, 1926 Aug. 30,1927 Sept. 30, 1927

Call m on ey ................................................. *5-5 H * 3 ^ *4
Time money— 90 day................................ 5H 4 4 %
Prime commercial paper......................... 4 4
Bills— 90 day unendorsed....................... 3 % 3 H 3H
Treasury certificates and notes

Maturing December 15....................... 3.54 2.61 2.52
Maturing March 15............................. 3.56 2.95 3.04

Federal Reserve Banc of New York
rediscount rate..................... ................ 4 3 H 3 H

Federal Reserve Bank of New York
buying rate for 90 day bills............... 3 % 3 X 3 X

Prevailing rate for preceding week.

C a u s e s  o f  E a s i e r  M o n e y  

The principal causes of easier money this year than 
a year ago may be found in—

(1) A  smaller demand for currency because of 
slightly less activity in industry

(2) Net gold imports in each month of the year 
up to September

(3) An increase in holdings of securities by the 
Reserve Banks
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(4) Lower Federal Reserve discount rates

The first two of these factors have been influential 
in reducing, as compared with a year ago, the demands 
for Federal Reserve credit, and total bills and securities 
of the System averaged $1,135,000,000 compared with 
$1,225,000,000 in September 1926. The average amount 
of member bank borrowing for the System as a whole 
was $421,000,000 in the first 27 days of September this 
year as compared with $642,000,000 in September 1926. 
Member banks in New York City this year were borrow
ing an average of $106,000,000 compared with $138,000,-
000 at the same time last year,— an amount of borrowing 
which is sufficient to avoid surplus money in the market.

R e l a t e d  D e v e l o p m e n t s

Accompanying, and somewhat related to, the continued 
ease in money, there have been three important develop
ments :

(1) A  large domestic flow of funds from New York 
to other districts

(2) Strength of sterling exchange
(3) A gold export movement in September for the 

first time this year
Since July 1 as much as 300 million dollars has been 

transferred from New York to the interior,— a move
ment far greater than the usual seasonal flow of funds 
westward from New York during the late summer and 
early autumn. This movement of funds has made it 
unnecessary for banks in districts outside New York
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to increase their borrowings at their local Reserve Banks 
to meet the usual requirements of the fall season for 
financing the harvesting and movement of the crops 
and early fall trade. Borrowing by member banks in 
other districts has in fact decreased slightly in the past 
two months, whereas there has been some increase in 
borrowing by New York City banks.

A  lower level of money rates in this market than in 
London has been one of the causes of increasing strength 
in sterling exchange during the past two months, in 
contrast to the tendency a year ago. Last year sterling 
showed a steady decline from early in July through 
October. During the first six months of 1927 sterling 
exchange was, for the most part, only slightly above the 
point at which gold would move to this country, but 
following easier money conditions here in July and 
August the exchange has risen steadily until on Sep
tember 24 the demand rate was above $4.86^4, and the 
cable rate advanced above par. This strength in sterling 
exchange is particularly important at the present time, 
because sterling is the medium through which a large 
proportion of European purchases of American farm 
products are made, and the volume of these purchases 
and the prices at which they are made are much influ
enced by the position of the exchanges. Strength in 
sterling exchange was accompanied by strength in most 
other foreign exchanges in terms of dollars.

A  net gold export in September— the first net export 
movement for any month of this year— was due to the 
shipment of 23 million dollars of gold to the Argentine 
from the proceeds of securities sold by that country in 
this market.

E m p l o y m e n t  o f  B a n k  C r e d i t

Changes in the use of bank credit in recent months 
in the Second Federal Reserve District as compared 
with other districts are shown in the accompanying 
diagrams. They indicate in general that the volume of 
credit has moved much in accordance with the usual 
seasonal tendencies. Both in the Second District and in 
other districts there has been a large increase in loans 
on stocks and bonds, but in other forms of credit there 
appears to have been a considerable divergence between 
the Second District and other districts. Commercial 
(all other) loans in the Second District show more 
than the usual year to year increase, whereas in other 
districts some retardation in business activity is reflected
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in smaller commercial loans than in 1926. Contrariwise, 
investments by banks in the Second District show at 
present little increase as compared with a year ago, 
whereas in other districts the increase has been marked, 
as funds not employed in business have been used for 
increasing bank investments, as well as loans on stocks 
and bonds.
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Q u a r t e r l y  T a x  P e r i o d  O p e r a t i o n s  

Day to day movements in the money market during 
September have largely centered about the quarterly 
tax period operations of the Treasury. Aside from the 
exchange of 4%  per cent Second Liberty Loan bonds 
for the new 3%  per cent Treasury notes, a transaction 
which had no effect on the money market, the principal 
Treasury operations throughout the country over the tax 
period were the redemption of $362,000,000 of maturing 
certificates, the payment of $81,000,000 of interest on 
current and maturing obligations, including interest to 
November 15 on the amount of 4 %  per cent Second 
Liberty Loan bonds exchanged, and the collection of 
$443,000,000 of income taxes.

A large part of the cash redemptions and interest pay
ments occurred on the 15th of the month in the New 
York market, greatly exceeding income tax collections, 
and the net gain to the market on that day by Treasury 
operations was approximately $190,000,000. These gains, 
however, were offset to a considerable degree by the 
following operations:
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FEDERAL RESERVE AGENT AT NEW YORK 75

1. Temporary participations of $50,000,000 in the special 
Treasury certificate of indebtedness issued to the Reserve 
Bank to cover the Treasury overdraft were sold to New 
York City banks.

2. Dealers in bills and Government securities repurchased 
$50,000,000 of bills and securities previously sold to the 
New York Eeserve Bank under repurchase agreement.

3. Member banks in New York City repaid $17,000,000 of 
loans at the Reserve Bank.

In the following three days, funds were withdrawn 
from the market by the collection of income taxes and 
transfers of commercial funds to other districts to re
place Treasury tax collections there. Consequently, the 
participations of New York City banks in the special 
Treasury certificate were terminated and member bank 
borrowing and sales contract holdings of bills and secu
rities at the Reserve Bank began to increase again.

B i l l  M a r k e t

The supply of bills offered to the market in September 
continued in large volume and the investment demand 
also was active. Toward the end of the period, the de
mand, due to local bank buying of short maturities, was 
slightly in excess of dealers' purchases of new bills, and 
dealers' portfolios were reduced somewhat from the 
high levels maintained since the middle of August. 
Open market rates were unchanged during the month, 
with the 90-day maturity offered at 3%  per cent.

C o m m e r c i a l  P a p e r  M a r k e t

The demand for commercial paper outside of New 
York City continued active in September and as a result 
dealers were able to sell paper about as quickly as new 
borrowing came into the market. Although the scarcity 
of good paper and the active bank investment demand 
tended to lower rates, by far the larger proportion of 
actual sales continued to be at 4 per cent. Transactions 
in very high grade names at 3%  per cent showed a 
slight increase during the latter part of the month, but 
the market at this rate was generally reported to be 
narrow. The somewhat lower rates for commercial paper 
in August appear to have brought in to the market some 
additional borrowing, as evidenced by the outstandings 
through 26 dealers which increased 4 per cent during 
the month to $591,000,000. In the previous two years 
there were declines during August. Total outstandings 
on August 31, however, were 7 per cent smaller than a 
year ago.

R etirem ent of the Second Liberty Loan
Largely through successive offers that have been made 

this year, the amount of outstanding Second Liberty 
Loan bonds has been reduced from an original issue 
of $3,807,865,000 on November 15,1917 to approximately 
$830,000,000 on October 1, 1927. When the first 
step towards the refunding of the issue was taken in 
March of this year the amount outstanding had been 
reduced by prior redemptions to $3,104,520,050. During 
March approximately 45 per cent of these bonds were 
exchanged for 3x/2 per cent, 3 to 5 year Treasury notes. 
In June the remaining holders of Second Liberty Loan 
bonds were offered a long-term issue of Treasury bonds 
in exchange, and near the end of the month the Treasury 
called for tenders of the bonds for purchase at prices 
not to exceed 100%. Additional purchases were made

with funds in the surplus money account and for the 
sinking fund, and in September a note issue similar to 
that offered in March was made available. As the result 
of these later operations nearly half of the bonds out
standing at the end of March were retired.

The principal steps toward the retirement of these 
Second Liberty Loan bonds and the amounts outstanding
after each step are outlined below:

Originally issued November 15, 1917___ $3,807,865,000
Retired prior to February 28, 1927......... 703,344,950

Balance outstanding................................  $3,104,520,050
Exchanged during March for 3%  per cent

Treasury notes, Series A, 1930-32 1,360,456,450

Balance outstanding ..............................  $1,744,063,600
Exchanged during June for 3%  per cent

Treasury bonds of 1943-47...............  245,256,450

Balance outstanding................................  $1,498,807,150
Purchases for Treasury sinking fund, 

from surplus money in Treasury, and 
misc., March to August........................ 300,325,950

Balance outstanding ..............................  $1,198,481,200
Exchanged during September for 3%  per 

cent Treasury notes, Series B, 1930- 
1932 (Estimated) ................................  368,000,000

Balance outstanding (Estimated) . . .  $ 830,481,200

These operations leave less than one-fourth of the 
original amount to be retired on November 15, when the 
issue has been called for redemption. The remainder 
now outstanding includes a large proportion of small 
holdings, and it appears probable that, notwithstanding 
all possible efforts to notify the holders that the bonds 
have been called, and that interest will cease on Novem
ber 15, a considerable part of the small denominations 
will not be presented promptly for retirement. After 
the books had been closed in March on the exchange of 
notes for Second Liberty bonds, it was found that two- 
thirds of the $10,000 bonds had been offered for ex
change, but that the proportion of exchanges diminished 
rapidly with the denomination of the bonds. At the 
end of August nearly $300,000,000 of $50, $100, and 
$500 Second Liberty bonds were outstanding, and it 
is probable that a large part of them remain in the 
hands of small holders. The following table shows the 
amounts of the various denominations outstanding at 
the end of February and the amounts remaining to be 
retired before the September exchanges:

Denomination
Outstanding 

February 28, 1927
Outstanding 

August 31, 1927

$ 50 $ 65,960,150 $ 53,111,300
100 143,290,900 110,110,400
500 186,534,000 128,737,500

1,000 739,360,000 424,442,000
5,000 298,345,000 139,640,000

10,000 1,464,280,000 317,990,00050,000 28,350,000 10,150,000100,000 178,400,000 14,300,000
Total $3,104,520,050 $1,198,481,200
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There was no great change in European market rates 
during the month. The London 90-day bill rate re
mained at about 4 5/16 per cent; call money was gen
erally under 4 per cent. Treasury bill allotments in 
the third week of September were on a basis of about 
4*4 per cent, the lowest rate since May. In Berlin, 
rates remained high; the prevailing bill rate was 5%  per 
cent, rising to 6 per cent toward the end of the month; 
call money fluctuated over a considerable range but was 
no cheaper than in August; monthly money at 7% -8%  
per cent was very slightly easier. The Paris market 
was slightly firmer at about 2 to 2Ys per cent, with call 
money below 3 per cent. Zurich was slightly easier, the 
rate dropping* to 3%  per cent, but Amsterdam was 
rather firm, with quotations virtually at the Bank rate, 
which remained 3Y2 Per cent.

Changes in Central B ank R ates
On September 8, the Imperial Bank of India raised 

its rate from 4 per cent to 5 per cent, and on Septem
ber 10, the Eeserve Bank of South Africa from 5%  
per cent to 6 per cent.
T he Foreign Exchanges

The upward movement of foreign exchanges which 
began in July and August, became more general and 
extensive in September. Demand sterling, at $4.8628, 
with cables well over parity, was near the figure touched 
in June 1926, which was the highest since 1914. Marks, 
over par at 23.84 cents, and belgas, at 13.93 cents, made 
new highs for the year. Swedish crowns at 26.90 cents 
were highest since July 1925. Swiss francs were firm 
just under parity, and Netherlands florins at 40.08 were 
the highest since September 1926. Fluctuations in 
lire and French francs were small, both showing a 
tendency to rise with sterling. The Danish crown was 
firm; Norwegian crowns, at 26.44 cents, were only about
2 per cent below parity. Spanish pesetas were higher 
than in any month since May.

Among the American rates, Canadian dollars reached 
a substantial premium and Brazilian milreis were at 
the highest figure since November 1926. Argentine 
pesos, after rising to 42.70 cents, reacted slightly, pos
sibly under the influence of gold shipments.

In the Far East rupees at 36.31 cents were at the 
highest figure since February, but Japanese yen, after 
touching 47.25 cents early in the month declined nearly 
one cent. Silver and the silver exchanges, which were 
weak in August, moved up during September, but in the 
first three weeks silver did not reach the best figures of 
the previous month.

Among the causes of the upward tendency in the 
exchanges, which had been in contrast with the position 
a year ago, may be included lower money rates in New 
York and a large volume of foreign financing in this 
country.
G old M ovem en t

The largest movement of gold at the Port of New 
York during September and in fact for several months 
past was the export of $23,000,000 of the proceeds of a

E u r o p e a n  M o n e y  M a r k e t s recent loan to Argentina, accompanying the return of 
Argentina to gold payments and the reopening of the 
Caja de Conversion, the office which redeems currency 
in gold. Other gold movements at New York during 
the first 28 days of September were small and included 
exports of about $1,000,000, and imports of less than 
$600,000.

During August both exports and imports of gold for 
the country as a whole were the smallest of any month 
this year. Imports totaled about $7,900,000, of which 
$3,000,000 constituted a consignment from the Banco 
Central de Chile for the strengthening of its reserves 
in New York, and $2,400,000 represented additional 
shipments from the Netherlands, bringing the total 
received from that country since May 1 up to $15,- 
000,000. Exports amounted to $1,500,000, of which 
$550,000 went to Mexico and $850,000 to the Far East. 
The net import of $6,400,000 raised the net inflow of 
gold during the first eight months' of this year to 
$146,790,000.

Foreign Trade
The value of both exports and imports of merchan

dise showed more than the usual seasonal increases 
from July to August. Exports, valued at $375,000,000, 
were $33,000,000 more than in July but $9,000,000 be
low those of a year ago. Imports, valued at $371,000,000, 
were $52,000,000 larger than in July and $35,000,000 
larger than in August 1926.

All groups of exports except manufactured and semi
manufactured products were smaller in value than a 
year ago. A  decline of $11,000,000 in the value of 
bituminous coal shipped abroad, which a year ago was 
unusually large on account of the British coal strike* 
and a decline of $8,000,000 in exports of raw cotton 
accounted for nearly all of the loss in exports of crude 
materials. Increased shipments of automobiles were a 
large factor in the increase in exports of finished manu
factures. Compared with July, the value of all classes 
of exports except semi-manufactures, showed some in
crease. Grain shipments were the largest for any month 
since last September, and in value exceeded those of 
July by $26,000,000. Although the quantity of ra;w 
cotton exported was smaller than in July, the value 
was approximately the same, due to the rise in prices.

Every group of imports showed an increase as com
pared both with July and with a year ago. The largest 
gains were in imports of crude materials, the value 
of which was $24,000,000 larger than in July, and 
$20,000,000 larger than a year ago. The two principal 
items in this group, raw silk and crude rubber, each 
showed an increase of nearly 30 per cent over a year 
ago. Receipts of raw silk were the largest ever re
corded, but imports of crude rubber were smaller than 
in any of the previous five months. Coffee imports were 
considerably larger than in July, or a year ago.

As the following table shows, there has been a favor
able balance in our foreign trade of 270 million dollars 
during the first eight months of this year, compared 
with a small import balance in the corresponding period 
of 1926.
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(In thousands of dollars)

1927 Imports Exports

Excess of

Imports Exports

January............................. 356,841
310,877
378,331
375,733
346,501
354,892
319,380
371,000

419,393
372,666
408,973
415,374
393,140
356,966
342,163
375,000

62,552
61,789
30,642
39,641
46,639

2,074
22,783

4,000

February...........................
M arch................................
A pril...................................
M a y ....................................
June....................................
July....................................
August...............................

Total 8 months ended 
August 

1927.................................... 2,813,555
2,977,475

3,083,675
2,959,619

270,120
1926.................................... 17,856

Security M arkets
Stock trading continued very active in September and 

average daily sales were more than 2,200,000 shares. 
Price movements showed alternate periods of strength 
and weakness. A  further advance in industrial stocks 
raised average prices at the middle of the month to 
new high levels almost 8 points above the August peak, 
but subsequently prices declined slightly. Railroad 
stocks continued to fluctuate narrowly at levels slightly 
below the highest prices of early August.

Corporation bonds were generally firm at the top 
prices of August, which were the highest since 1913, 
Foreign bonds remained firm at about the highest levels 
reached in August. United States Government issues 
were in general irregular, but the June 3%  per cent 
Treasury bonds advanced further to a new high price 
since issuance, at 101 21/32.

The volume of new financing continued to increase 
in September, but, as in the previous two months, was 
smaller than the amount offered in any month during 
the first half of the year. There was a resumption of 
heavy financing by public utility companies in Sep
tember, and the total of state and municipal offerings 
likewise was larger than in several months, due prin
cipally to a substantial new bond offering of the City 
of Detroit. Realty issues also increased, but industrial 
and railroad loans were relatively small. The principal 
foreign offerings of the month were a Republic of 
Colombia $25,000,000 bond issue, a Deutsche Bank 
(Berlin) $25,000,000 offering, and $18,500,000 of Gati
neau Power Company of Canada bonds. While the 
major parts of these issues were offered in this country, 
substantial amounts were also withdrawn for place
ment in foreign markets.

Production
Production in a number of industries increased by 

more than the customary seasonal amount from July 
to August, but the productive activity of the country 
continued at a lower rate than a year ago. The output 
of steel ingots was somewhat larger in August than in 
July, but pig iron production declined slightly, and 
trade reports in September have indicated that activity 
in the iron and steel industry has remained smaller than 
last year. Production of both bituminous and anthra
cite coal has been increased considerably from the July 
volume, partly reflecting the seasonal strengthening in 
demand, but remains lower than a year ago.

Passenger automobile production showed more than

the usual seasonal increase from July to August, but 
was more than one-fourth smaller than a year ago, and 
motor truck output remained small. Some decline in the 
September rate of production has been indicated by a 
gradual reduction in the number of workers shown by 
Detroit employment reports. Mill consumption of cot
ton increased substantially in August and continued 
much heavier than last year, and the activity of woolen 
mills expanded, but silk consumption was curtailed.

(Computed trend of past years =100 per cent)

1926 1927

Aug. June July Aug.

Producers* Goods
108 108 102 99

Steel ingots.................................................... 112 98 89 96
Bituminous c o a lr ........................................ 97r 81r 74r 82
Copper, U. S. mines.................................... 104 99 98 96
Tin deliveries....................... ......................... 99 88 92 112

111 98 95 101
110 118 119

Gas and fuel oil?*........................................ 95r 97r 99r
Cotton consumption ................................ 92 116 105 115
Woolen mill activity*.................................. 83 89 84 89p

130 133 136 136
96 85 92 96p

Leather, sole?*................................................ 92r 107r 114r 112
Silk consumption?"........................................ 115r 116r 1127* 110

Consumers* Goods
Cattle slaughtered?*...................................... 105r 107r 98r 108
Calves slaughtered?*..................................... 93r 87r 76r 90
Sheep slaughtered?*............. ......................... lOOr 108r 98r 106
Hogs slaughteredr........................................ 105r 105r lO lr 111
Sugar meltings, U. S. ports............... 99 96 91 96
Wheat flour?*.................................................. 104r lOOr 87r 87

lOOr lOlr 98r 103
106r 109r 102r 118

Tobacco, manufacturedr............................ 99r 102r 95r 98
Gasoline?*........................................................ 105r 95 r 99r

HOr 117r 104r 102p
109 r 97 r 94r 98

Paper, total?*.................................................. 10 5r 103r 96r
Boots and shoes?*.......................................... 103r 107r 114r ’ ‘ii6p ’
Anthracite coa l............................................. 99 86 61 93
Automobile, a ll............................................. 146 100 92 101
Automobile, passenger................................ 157 102 95 108
Automobile, truck........................................ 105 91 78 73

*=Seasonal variation not allowed for p=Preliminary r=Revised

Building
Contracts for building and engineering projects 

awarded in August were 3 per cent larger than in July, 
in the 37 states covered by the reports of the F. W . 
Dodge Corporation, but were 8 per cent below the un
usually large total of August 1926, which marked the 
high level of building projects during 1926. The cumu
lative total of construction awards from the first of the 
year to the end of August was practically the same as 
in the corresponding period last year.

A decided increase in residential building in August, 
together with larger amounts of industrial and educa
tional contracts, accounted for the increase over July. 
Public works and engineering projects, on the other 
hand, showed a reduction from the previous two months, 
and commercial construction also was smaller. All 
principal classes of building were smaller than in August 
1926, industrial and residential construction showing 
the largest decreases.

The New York and Northern New Jersey district 
reported for August a contract volume 10 per cent 
smaller than in July and 8 per cent smaller than a year 
ago, due chiefly to a considerable decrease in public 
works and engineering projects.
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A report* recently issued by the Department of Agri
culture indicates that the trend of farm real estate 
values continues to be downward. The accompanying 
diagram, prepared from the Department of Agricul
ture’s figures, indicates that farm land values respond 
slowly to the major swings of prices of agricultural 
products, and that the readjustment to post-war condi
tions is still in progress.

T r e n d  o f  F a r m  R e a l  E s t a t e  V a lu e s

pm CENT,

Departm ent o f A gricu lture Indexes o f  P'arm Real Estate Values 
and Prices o f Farm  Products at the Farm s. (Index o f  prices 

o f farm products for 1927 based on first six m onths.)

The average valuation of farm real estate advanced 
gradually accompanying the rapid rise in prices of farm 
products during the War, but following a more rapid 
advance after the close of the War, reached in the spring 
of 1920 a level nearly 70 per cent above that of 1913. 
The response to the price drop of 1920-21 was slow, but 
a continuous decline has occurred for the past seven 
years, reflecting the unfavorable position of agricul
tural prices compared with industrial prices during 
most of the period.

In general, the most rapid rise in farm land values 
up to 1920, and the most drastic decline in the subse
quent years, were in the predominantly agricultural 
states. Land values in 1920 were at least double those 
of 1913 in some of the cotton-growing states, and, al
though the reaction from the high level of that year 
has likewise been rapid, the increase over the pre-war 
level in these states remains above the average for the 
entire country. Land values in most of the leading 
grain-growing states last spring were little if any above 
those of 1913.

* Index Numbers of the Value of Farm Real Estate, 1912-1927,
Crops and Markets, August 1927, p. 296.

Indexes of Business A ctiv ity
Business activity appears to have shown no consistent 

change from July to August. Two of the principal busi
ness indicators, merchandise carloadings and bank 
debits outside of New York City, showed slight declines 
after allowance for seasonal changes, but a large number 
of other indexes showed advances from July to August.

Eetail trade showed an unusually large increase 
over August 1926, and foreign trade, especially 
import trade, showed more than the usual seasonal in
crease from July to August. Accompanying very active 
trading on the stock exchange, the index of bank debits 
in New York was higher than for any month in the 
past. Life insurance sales, advertising, and postal re
ceipts also showed increases over July, after seasonal 
adjustment.

This bank’s indexes of business activity are given in 
the following table in percentages of the computed 
trend, with allowance for seasonal variations, and, where 
necessary, for price changes.

(Computed trend of past years=100 per cent)

1926 1927

Aug. June July Aug.

Primary Distribution
Car loadings, merchandise and misc........
Car loadings, other'......................................

107 106 105 103
107 97 93 97
106 99 104 106p
113 131 m 127p

Grain exports................................................ 132 90 63 120
Panama Canal traffic.................................. 102 91 96

Distribution to Consumer
Department store sales, 2nd Dist............ 105 101 101 108
Chain store sales.......................................... 99 100 106 101
Mail order sales............................................ 114 106 117 121
Life insurance paid fo r ................................ 113 112 109 113
Real estate transfers........................... .. 106 96 97
Magazine advertising.................................. 107 97 97 104
Newspaper advertising................................ 113 100 97 102

General Business Activity
Bank debits, outside of N. Y . C ity ......... 112 116 116 112
Bank debits, New York C ity .................... 132 134 136r 146
Bank debits, 2nd Dist. excl. N. Y . City. 102 104 106 102
Velocity of bank deposits, outside

New York C ity ........................................ 103 106 110 104
Velocity of bank deposits, N. Y . C ity ... 132 128 135 145
Shares sold on N. Y . Stock Exchange*.. 209 219 176 234
Postal receipts............................................... 99 95 92 98
Electric powerr............................................. 106r 107r 106r
Employment in the United States........... 104 100 100 100
Business failuresr......................................... lOlr 115r 104r 107
Building permits.......................................... 137 129 104 129
New corporations formed in N. Y. State 108 123 116 113

General price level....................................... 185 184 183 184

*=Seasonal variation not allowed for p=Preliminary r=Revised

C om m odity Prices
Basic commodity prices, as the accompanying diagram 

shows, have advanced steadily since the end of June to 
the highest average level in more than a year. The 
rise has been principally in agricultural products; prices 
of industrial products, except for an advance in fuels 
which is largely seasonal, have remained at the lowest 
levels since 1916.

Cotton was an important factor in the advance from 
the low point of March to the high point reached in the 
early part of September, and the reaction in cotton 
prices together with a decline in grain prices around the 
middle of September checked the advance in the basic 
price index. Unfavorable prospects early in the crop 
growing season were reflected in strong advances in 
grain prices during the spring, but more recently the 
tendency has been downward in response to more favor
able crop conditions. Cattle prices have advanced 
steadily to the highest levels since 1920, hides have held 
at high levels following a rapid advance last spring, and 
hog prices have regained a part of the loss that occurred 
during the first half of the year.
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TER CENT

Indexes of Basic Commodity Prices in England and the 
United States.

Among the non-agricultural commodities, coal has 
shown a moderate seasonal advance, also crude petro
leum, and a rise occurred in cotton goods accompanying 
higher raw cotton prices, but iron and steel prices have 
remained weak, and little tendency toward an advance 
has appeared in prices of other industrial products.

D epartm ent Store Trade
An average increase of more than 7 per cent in sales 

compared with a year ago was reported by leading 
department stores in this district for the month of 
August. One more selling day than in August 1926 
accounted for a part of the gain. Reporting apparel 
stores had an equally large increase in sales, and mail 
order business also showed a substantial increase.

The amount of stock on hand at the end of August 
was slightly larger than a year previous for the first 
time this year, but the rate of stock turnover during 
the month was higher than a year ago. Collections were 
better than last year as in most previous months of 
this year.

Percentage Change 
August 1927 from 

August 1926

Per cent of 
Charge Accounts 

Outstanding 
July 31 

Collected in August

Locality
Net
Sales

Stock on 
hand end 
of month 1927 1926

New Y ork ......................... ................ +  8 .1 
+  0 .2  
+  0 .2  
+  9.9 
+  9 .7  
—  l . i

+  2 .2  
—  7 .2

43.1 41.0
Buffalo................................................ 46.4 45.1
Rochester........................................... —  8 .6 33.8 35.0
Syracuse............................................. — 12.1
Newark............................................... +  5 .9  

— 14.8
* ±1.7 " 4 i . ‘ 8

Bridgeport.................................
Elsewhere........................................... +  6 .2  

+  4 .9  
+11 .8  
+  4 .9  
+  6 .6  
+  5.4 
+  4 .5

—  2 .6 ' 29.9 30.6
Northern New York State........
Central New Yor^ State...........
Southern New York State........
Hudson River Valley D istrict.. 
Capital District...........................
Westchester District...................

All department stores..................... +  7.1 +  0 .3 41.1 39.7

Apparel stores.................................. +  7.6  
+ 14 .1

43.0 35.6
Mail order houses............................

Sales of books and stationery and sporting goods 
showed the largest increases over August 1926, and

women’s wear, shoes, and hosiery were among the de
partments showing the more substantial increases. 
Woolen yard goods sales, though not large in actual 
amount, continued to show a considerable increase over 
the small volume of a year ago.

Net Sales 
Percentage Change 
August 1927 from 

August 1926

Stock on Hand 
Percentage Change 

August 31, 1927 
from 

August 31, 1926

Books and stationery................................ + 3 1 .2  
+ 2 1 .9  
+ 2 1 .4  
+ 1 6 .4  
+ 1 4 .7  
+ 14 .1  
+ 1 2 .6  
+ 1 0 .9  
+  9 .9  
+  7 .3  
+  7 .0

—  0 .6
Toy3 and sporting goods.......................... —  4 .2
Women’s and Misses’ ready-to-wear. . . 
Shoes..............................................................

+ 1 2 .6  
+ 3 0 .0  
—  2 .2Woolen g o o d s .............................................

Home furnishings....................................... —  1.5
Women’s ready-to-wear accessories. . . . 
Toilet articles and drugs..........................

+  2 .6  
—  5 .5
+ 12 .2

Luggage and other leather goods........... —  4 .3
Musical instruments and radio............... — 37.6
Silverware and jew elry ............................ +  6 .6 —  5.1
Linens and handkerchiefs......................... +  6 .3  

+  4 .1  
+  2 .4  
+  1.4

+ 1 0 .4
Furniture...................................................... +  0 .4
Cotton goods............................................... +  3 .3
Men’s and Boys’ wear.............................. +  3 .9
Silks and velvets........................................ —  3 .2 +  5 .7
Men’s furnishings....................................... —  0.1 + 1 0 .4

+  6 .6 — 15.6

W holesale Trade
Wholesale trade in this district in August showed 

the largest year-to-year increase in more than two 
years, according to reports received by this bank. As 
in July, an important factor in the increase was a large 
gain in sales of women’s coats and suits. Fairly large 
increases over August 1926 were reported also in sales 
of cotton goods, silks, shoes, drugs, and paper, and 
small increases occurred in sales of groceries, machine 
tools, and jewelry.

Stocks of groceries, cotton goods, and hardware were 
smaller at the end of August than a year previous, but 
shoe stocks continued substantially above the low level 
of last year, and mill stocks of silk goods and wholesale 
drug stocks also showed considerable increases. Col
lections showed no consistent change from those of 
August 1926.

Commodity

Percentage Change 
August 1927 

from 
July 1927

Percentage Change 
August 1927 

from 
August 1926

Per cent of 
Accounts 

Outstanding 
July 31 

Collected 
in August

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1927 1926

Groceries........................ +  2 .7  
+110 .1  
+  92.2

+ 160 .4  
+  12.6

+  22.6 
+  35.8 
+  55.5 
+  14.1 
+  9 .8  
+  31.7 
+  19.1 
+  6.3 
+  29.4 
+  57.1

—  1.5 +  1.4
—  3.4
—  12.1

+116 .6  
+  4 .3

+  12.9 
+  9.1 
+  15.3 
+  6 .3  
—  0.1 
+  2.1
—  5.1 
+  6.5
—  25.6 
+  2 .3

—  4 .2 75.0
37.8

77.1
45.4Men’s clothing..............

Women’s dresses...........
Women’s coats and 

s u its ...........................
Cotton goods— Jobbers 
Cotton goods— Com- 

mission ...........

—  2 .2 —  8 .3 40.0 37.1

—  1.1* 
—  8.0  
+ 1 3 .4  
+  0 .4

+ 11 .9*  
+ 3 0 .3  
+ 1 0 .8  
—  8.4

48.9
36.0
46.8
46.9

* 72^5 
66.3

| 29.4

52.7 
37.1 
39.6 
44.0

‘ 60! 7
66.8

} 24.4

Machine tools**...........
S tationery.....................
Paper..............................

} +  0 .8} —  0 .2Jewelry............................

Weighted Average... +  54.9 +  12.6 51.8 53.0

*=Quantity not value. Reported by the Silk Association of America 
**=Reported by the National Machine Tool Builders’ Association
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Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production increased in August, reflecting a growth in the 
output of mines, and the distribution of commodities, both at wholesale and 

at retail, increased by more than the usual seasonal amount. The general level 
of wholesale commodity prices rose about one per cent, owing chiefly to 
advances in the prices of farm products.

P roduction

Production of anthracite and bituminous coal, which showed a considerable 
decline earlier in the season, increased sharply in August and the early weeks 
of September, and this rise was reflected in an advance in the Board’s index 
of mineral output from 98 per cent of the 1923-1925 average in July, to 106 
per cent in August. The index of manufactures as a whole showed practically 
no change for the month. The iron and steel industry continued during 
August and September with little change in demand or in production, and 
the output of newsprint, lumber, and cement showed only customary seasonal 
changes in August. Consumption of cotton remained unusually large for this 
season of the year, and there was an increase in the production of automobiles, 
which, however, remained below the output of August of last year. Output of 
shoes and rubber tires increased from July to August by less than the custom- 
ary seasonal amount. Factory employment was in practically the same volume 
in August as in July, and both employment and production were smaller than 
a year ago. The volume of building contracts awarded in August was smaller 
than in August 1926, which was a month of unusually large awards. The 
largest decreases, as compared with last year, were in Boston, New York, 
and Chicago Federal Reserve districts. In the first half of September awards 
were in practically the same volume as in the corresponding period of last year.

The Department of Agriculture’s estimate of corn production on the basis 
of September 1 condition was 2,457,000,000 bushels, compared with 2,647,- 
000,000 harvested in 1926. The total yield of wheat is expected to be some
what larger than a year ago. The forecast of the yield of cotton was 
12,692,000 bales, representing a reduction of 800,000 bales from the August 
estimate and of over 5,000,000 bales from last year’s crop.

Trade

Distribution of merchandise at wholesale and retail increased more than is 
usual in August, and sales were generally larger than in August of last year. 
Sales of wholesale firms in most leading lines were larger than a year ago. 
Inventories of department stores showed less than the usual seasonal increase 
in August and at the end of the month were in about the same dollar volume 
as a year ago. Stocks carried by wholesale firms continued in August generally 
smaller than last year.

Freight car loadings of nearly all types of commodities increased consider
ably in August and the early part of September, but, with the exception of 
grains and miscellaneous products, loadings for all groups continued in smaller 
volume than in the same period of last year.

P rices

Wholesale commodity prices, as measured by the index of the Bureau of 
Labor Statistics, increased from 145 in July to 147 in August. There were 
large increases in the prices of farm products and of clothing materials, while 
most of the other groups showed only slight changes. The price of raw cotton 
advanced from 1 7 ^  cents a pound on August 1 to over 23 cents on September 
8, but since that date has declined by about three cents a pound. Prices of 
cotton goods, cattle, hogs, and sugar also increased during August and the 
first three weeks of September, while those of grains declined; recently there 
have been reductions in the prices of some iron and steel products.

B a n k  Cr e d it

Total loans and investments of member banks in leading cities between 
August 17 and September 21 increased by $400,000,000 to the largest figure 
on record. There were increases in loans on securities and in investments as 
well as the usual seasonal growth in loans for agricultural and commercial 
purposes.

The volume of Reserve Bank credit increased during the month ended 
September 21, reflecting the seasonal growth in the demand for currency and 
an export of gold. The increase was entirely in the holdings of acceptances 
and United States securities, as there was little change in the discounts for 
member banks.

In the open money markets, rates on security loans increased slightly during 
September, while rates on commercial paper and 90-day bankers acceptances 
remained unchanged at the lowest levels of the year. Discount rates at the 
Federal Reserve Banks of Philadelphia, Chicago, San Francisco, and Minne
apolis were reduced during September from 4 to 3 ^  per cent, the rate 
prevailing in the other eight districts.
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M on ey M ark et in October

A FTER firmness early in October, money conditions 
in New York have become easier. The primary 

Jl j L  cause for this change is to be found in a return of 
funds to New York from other districts, which in its 
turn reflects, in part at least, a seasonal reduction in the 
amount of currency in circulation. This return flow of 
funds has enabled the banks in this district to reduce the 
amount of their borrowing from the Federal Reserve 
Bank of New York by more than 50 million dollars. The 
easier position of the money market is reflected in a 
lower call loan rate and a reduction of %  in the time 
money rate. These changes are illustrated in the dia
grams at the foot of this page, and the figures for money 
rates as compared with a month ago and a year ago are 
shown in the following table:

Money Rates at New York

Oct. 30, 1926 Sept. 30, 1927 Oct. 31, 1927

Call m oney................................................. *414 *4 *3)4Time money—90 day .............................. 4M 4 M 4 MPrime commercial paper......................... 4 ^ 4 4
Bills— 90 day unendorsed.......................
Treasury certificates and notes 3 K 3Vs 3M

Maturing December 15....................... 3.44 2.52 2.52
Maturing March 15.............................

Federal Reserve Bank of New York
3.54 3.04 3.01

rediscount rate......................................
Federal Reserve Bank of New Y o rk ...

4 3H 3M

buying rate for 90 day bills............... 3M 3M 3H

This easing in money after the middle of October 
follows rather precisely the pattern of the two years
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preceding, and follows moreover in its timing, though 
not in its extent, the seasonal changes in credit condi
tions, which have been customary in this country for 
many years in the past. It has long been true that the 
peak of the seasonal credit strain has occurred in the 
first half of October. At that time money rates have 
usually touched a high point for the year. It appears 
to be true in a number of foreign countries as well that 
the seasonal peak of credit strain occurs in October.

It might seem to be somewhat peculiar that early 
October should be the time of greatest strain rather than 
the Christmas season, with its far larger demand for 
currency. Among the factors which offer possible ex
planation are to be found the culmination of the demand 
for funds for crop moving early in October, the reaching 
of a seasonal peak at that time by a number of lines of 
wholesale trade, and, as far as money rates are con
cerned, the fact that 90-day loans made after the first 
of October, carry through into the beginning of the 
new year, and mature at a time when money is always 
in supply.

The old seasonal movement of interest rates prior to 
the establishment of the Federal Reserve System is shown 
in a diagram on the following page. It is typical of the 
movement of rates under the Federal Reserve System 
that the period of greatest seasonal strain in money has 
been passed this year without any quoted change in 
commercial paper rates and almost no change in the 
rates that banks are charging their customers. The only 
quotable change has been in call money rates, together 
with a slight change in time money, which, following an
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PER CENT.

Typical Seasonal Variation in Commercial Paper Rates before 
the Federal Reserve System.

advance in September from 4 to 4*4, rose in October to 
4% , but returned to 4 ^  again near the end of the month.

One factor in easing the autumn seasonal strain under 
the Federal Reserve System has been the use of the 
bankers acceptances, and the readiness of the Reserve 
Banks to purchase these acceptances at stated rates when 
member banks or dealers require funds. By their pur
chase of bankers acceptances the Reserve Banks place 
Federal Reserve funds in the market without the neces
sity for member banks1 incurring the liability of borrow
ing. It is interesting to observe that from July 27 to 
October 19 this year the bill holdings of the Federal 
Reserve System have increased from 169 millions to 283 
millions— an increase of 114 millions— and that in the 
same period the amount of currency in circulation has 
increased 115 million dollars. Thus the seasonal require
ments for additional currency have been almost precisely 
met by additional purchases of bankers acceptances by 
the Reserve Banks.

I n t e r n a t i o n a l  M o n e y  M a r k e t

In October for the second month this year gold move
ments showed a net balance of exports, due to shipments 
to the Argentine and to Canada,— both of them largely 
the result of the relative position of the exchanges. The 
total amount of the net export movement at New York 
was over 9 million dollars, of which 8 millions went to 
the Argentine and 1 million to Canada.

Sterling exchange continued to show unusual strength 
for this season of the year and reached a new high figure 
since 1914 of $4.86%. Similarly, the exchanges on other 
important European centers have been strong, reflecting 
in part some tendency for funds to move abroad from 
the New York money market, accompanying large sales 
of new foreign issues in this market at a time when 
money rates here have tended to be lower than money 
rates abroad.

The delicacy of balance of the international money 
markets is, however, illustrated by increases since a

month ago in the discount rates of de Nederlandsche 
Bank from 3%  to 4%  per cent and the Reichsbank from
6 to 7 per cent. In the case of Holland the increase in 
the rate of the bank of issue followed a loss of gold to 
the United States, which totaled 15 million dollars since 
July, and a weakness in the exchanges, as a consequence 
of wThich, together with the strength of sterling, the gold 
export point on London had been practically reached.

The increase in the discount rate of the Reichsbank 
follows an increase in market rates, an increase in note 
circulation, and in the volume of credit outstanding.

These changes indicate that the exchanges and money 
rates of individual countries are now responding, some
what as before the war, to movements in other countries. 
The New York money market has, however, become a far 
more influential factor in these movements than before 
the war.

B i l l  M a r k e t

Seasonal demands for funds to finance crop movements 
and exports resulted in a continued increase in the sup
ply of bills offered to the market during October. Al
though the investment demand for bills also increased, 
dealers’ portfolios rose early in the month to the highest 
levels in more than a year, and the offering rates on 
three and four months bills wrere advanced %  per cent 
to 3%  and 3%  per cent respectively . Throughout the 
month, however, the supply continued to exceed the 
demand, and bill holdings of the Reserve Banks were 
increased.

C o m m e r c i a l  P a p e r  M a r k e t  

In the commercial paper market there continued to 
be a good demand for paper, particularly in the Middle 
West, and the volume of dealers’ sales was limited chiefly 
by available supplies of paper. The going rate for prime 
paper, however, was slightly firmer, a larger proportion 
being made at 4 per cent than in the previous month. 
Transactions at 3%  per cent were reported to have be
come infrequent. During September the amount of 
paper outstanding through 26 dealers showed a further 
increase of over 1 per cent to $600,000,000, an amount 
only 2 per cent smaller than a year ago, compared with 
reductions of as much as 16 per cent earlier in the year. 
During the latter part of last year there was an un
interrupted decline in outstandings of open market com
mercial paper.

M e m b e r  B a n k  C r e d i t  

Commercial loans of reporting member banks, both in 
this district and in the country as a whole, increased in 
the early part of October to the highest levels in recent 
years, but have declined subsequently to approximately 
the same volume as in the latter part of September. The 
increase in commercial loans since the low point of July, 
while substantial, has not been equal to that of the cor
responding period in 1925 or 1926.

Security loans of reporting member banks reached a 
new high level in the first week of October, but subse
quently declined somewhat, As an accompanying dia
gram shows, the amount of these loans, which in pre
vious years varied closely with the level of stock prices, 
during the past year has shown a less rapid rise than 
stocks. As the second diagram indicates, the expansion 
in loans to brokers and dealers in securities, placed by
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Total Loans on Stocks and Bonds of All Reporting Member Banks, 
Compared with the Movement of Stock Prices (Standard 

Statistics Company Index of 228 Stocks).

reporting New York City banks for their own account 
and for correspondents, has been more nearly propor
tionate to the rise in stock prices, and has apparently 
reflected more accurately the demand for stock trading 
purposes during the past year. This diagram indicates 
that, since the apparent movement in March 1926 to 
supplant borrowing through brokers with direct bor
rowing from banks, there have been only minor fluctua
tions in bank loans to customers on stocks and bonds. 
These figures, which represent the difference between 
loans to brokers and total security loans of reporting 
banks, are now about the same as a year ago, whereas 
brokers’ loans have increased nearly 400 millions since 
the middle of July, and are nearly 800 millions higher 
than a year ago.

Changes in Central B ank R ates
On October 4th, the German Reichsbank raised its 

rate of discount from 6 per cent to 7 per cent; on the 
13th, the Netherlands Bank from 3%  per cent to 4%  
per cent, and on the 31st the Norwegian Bank rate was 
raised from 4%  per cent to 5 per cent. On the 10th, the 
Bank of Japan reduced its rate from 5.84 per cent to 
5.47 per cent. Rates of principal banks of issue, com
pared with a year ago, are shown in the table.

Country

Rate at end of October

1926 1927

Austria.................................................. 7 6MBelgium................................................ 7 5
Czecho-Slovakia................................. 5H 5
Denmark.............................................. 5 5
England................................................ 5 4 %
France................................................... 7 H 5
Germany.............................................. 6 7
H ungary............................................... 6 6
Ita ly ...................................................... 7 7
Netherlands........................................ 3 H ±y2
Norway................................................. 4 5
Poland................................................... 10 8
Sweden................................................. 4H 4
Switzerland.......................................... 3 H 3 lA
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The Foreign Exchanges

The general rise in the exchanges, which began in the 
early summer, continued into October. Demand sterling 
reached $4.86%, a new post-war high, on the 20th, but 
reacted from this level. Netherlands florins, following 
the advance in the discount rate of the bank of issue of 
that country, rose above parity to 40.26 cents on the 
28th. German marks were strong, touching 23.90 cents, 
also under the influence of higher money rates. Swedish 
crowns reached 26.94 cents; Danish crowns were steady 
at parity and Swiss francs slightly below. The Belga 
fluctuated between the narrow limits of 13.91 and 13.93 
cents. Movements of French francs and Italian lire 
were small, although the latter has shown some tendency 
to accompany sterling in its advance.

At their present rates, most of the principal European 
exchanges now legally stabilized stand at or above dollar 
parity, although the premium, if any, is small, except 
in the cases of Sweden and Germany. The table below 
shows the extent of the rise which has occurred in a 
number of leading gold exchanges since the middle of 
July.

(Cents per unit for checks)

Country
Par of 

Exchange
July 1927 

Low
Oct. 1927 

High
Per cent 

Rise

486.65 485.06 486.88 .375
Denmark........................... 26.80 26.71 26.80 .337
Germany........................... 23.82 23.70 23.90 .844
Holland............................. 40.20 40.03 40.26 .575

26*80 26.76 26.94 .673
Switzerland...................... 19.30 19.24 19.29 .260

42.45 42.39 42.71 .755

Among the American rates, the Argentine peso, which 
had reached 42.71 cents, reacted somewhat, perhaps 
under the influence of the gold imports which have 
lately come to Buenos Aires from the United States, 
following a movement from London and South Africa. 
Canadian exchange has shown its usual seasonal strength, 
rising to $1.0016 on the 21st.
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In the Far East, Japanese yen showed little change 
from late September fluctuating between 46.34 and 46.54 
cents. Indian rupees were firm at the best levels since 
February. Silver and silver exchanges also rose, the 
metal touching 57 cents, a slightly higher quotation than 
was recorded in August or September.

Foreign Trade
Merchandise exports were $22,000,000 smaller in 

September this year than in September 1926, partly due 
to a reduction in the value of exports of finished manu
factures, especially refined petroleum products (prices 
of which were lower than a year ago). Grain exports 
were considerably larger than a year ago, both in quan
tity and in value, and although cotton exports were more 
than one-fifth smaller in quantity than in September 
1926, the value was only 10 per cent lower.

Imports showed more than the usual seasonal decline 
from August to September. Quantity receipts of rub
ber and coffee were smaller than in either August of this 
year, or September 1926. Silk imports, while smaller 
than the unusually large volume of August, continued 
above those of a year ago. The total value of crude 
materials and foodstuffs imported during September 
was $10,000,000 smaller than last year, while imports of 
finished manufactures showed an increase in value of 
$8,000,000.

The accompanying diagram shows that merchandise 
imports during the past five months have averaged 
larger than in 1926, whereas declines were reported in 
each of the first four months of the year. On the other 
hand, merchandise exports have recently been running 
somewhat lower than a year ago, reversing the tendency 
apparent earlier in the year.

Monthly Imports and Exports of Merchandise of the United States 
in 1927, Compared with 1926 and 1925.

(In hundreds of millions of dollars)

Security M arkets
The trend of the stock market was generally downward 

in October. The turnover continued large; sales aver
aged about 2,200,000 shares daily, and on one day reached
3,200,000 shares. Industrial stocks in the first few days 
of the month advanced to new high levels, but subsequent 
liquidation reduced average prices by more than 10 
points, and near the close of the month prices were 
generally the lowest since August. Reactionary move

ments occurred also in railroad stocks, and an average 
decline of about 9 points from the high levels of the first 
part of the month carried prices to the lowest levels in 
several months.

Corporation bonds held firm throughout the reaction 
in stocks, and, notwithstanding the large volume of new 
securities floated during the month, showed an average 
advance of about %  of a point further to the highest 
levels of recent years. United States Government bonds 
generally showed small net gains for the month but for
eign issues eased slightly.

New security offerings were of substantial volume in 
October. In the domestic group, public utility offerings 
were especially large, and both industrial and railroad 
financing also increased. Foreign financing in this mar
ket, totaling over $250,000,000, was heavier than for any 
month in the past. Issues of German origin accounted 
for more than $100,000,000 of the total foreign offerings.

Foreign financing in this country exceeded the amount 
of foreign loans placed in Great Britain during most of 
the first nine months of this year, and during August 
and September the spread was particularly wide. Dur
ing the first nine months of this year, foreign borrowings 
here wTere $584,000,000 larger than the amount obtained 
in London, compared with an excess of $304,000,000 in 
the corresponding period of last year. In the following 
table, the amounts of foreign financing in this country 
include the refunding here of issues originally floated 
in other countries, but exclude refunding issues to re
place securities issued in this market in the first instance, 
and also any portion of new issues withdrawn for offer
ing in foreign markets.

(New capital only; in millions of dollars)

In United States 
(Including U. S.

possessions)

In Great Britain 
(Including British 

possessions)

1927
January................................................ 127.3 77.0
February.............................................. 77.6* 29.0
M arch ................................................... 106.8 34.0
A pril...................................................... 217.4 44.0
M a y ...................................................... 42.9 53.0
June....................................................... 124.2 39.0
July....................................................... 69.9 92.0
August.................................................. 109.1 0 5
September............................................ 86.1 9 .0

Total 9 months ended September: 
1927....................................................... 961.3 377.5
1926....................................................... 710.6 407.0

G old M ovem en t
An additional $8,400,000 of gold was shipped from 

New York to Argentina in October, bringing total ship
ments to that country since the first of September to 
$31,500,000. The only other important export in Octo
ber was $1,000,000 to Canada near the end of the month, 
when Canadian exchange rose to approximately the gold 
export point for the first time since April. Other ex
ports of gold from the Port of New York during October 
totaled about $700,000 and total imports were somewhat 
smaller comprising numerous small shipments. The Oc
tober gold movement at New York has thus resulted in 
net exports of about $9,500,000.

In consequence of the Argentine demand, exports of
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gold for the entire country during September were the 
largest since August 1926, amounting to $24,440,000. 
Imports totaled $12,980,000, of which $9,700,000 was 
from Australia and $1,100,000 from Ecuador. The re
sult was therefore a net export of $11,460,000, the first 
export balance since September 1926.

Production

Production in leading industries showed no consistent 
change from August to September, after allowance for 
the usual seasonal variation, but was lower than a year 
ago in a majority of cases. Production of automobiles, 
and activity in the meat packing industry were re
duced in September, and further declines occurred in 
the output of iron and steel. The textile industries, 
however, made a rather favorable showing; mill con
sumption of cotton continued at a high level; silk con
sumption was unusually large; and more than the usual 
seasonal increase occurred in woolen mill activity.

Trade reports in October have indicated continued ir
regularity in industrial activity. Production of iron 
and steel appears to have shown only a slight increase, 
and Detroit employment figures appear to reflect smaller 
automobile output than in September. Bituminous coal 
production has shown at least the usual seasonal increase 
from the low point of July, and anthracite production, 
which was unusually small for the time of year in Sep
tember, showed an upward tendency in October. The 
production of cotton goods appears to have continued 
at a high level.

In the following indexes of production adjustment 
has been made for seasonal variations and year-to-year 
growth.

(Computed trend of past years=100 per cent)

, 1926 1927

Sept. July Aug. Sept.

Producers' Goods
Pig iron...................................................... 109 102 99 96
Steel ingots................................................ 116 89 96 94
Bituminous coalr...................................... lOOr 74r 82r 83
Copper, U. S. mines.................................
Tin deliveries............................................

108 98 96 98
95 92 112 96

Zinc............................................................ 116 95 101 103
Petroleum.................................................. 110 119 119
Gas and fuel oilr...................................... 98r 99r 97r
Cotton consumption................................ 107 105 115 iie
Woolen mill activity*.............................. 93 84 89 96p
Cement...................................................... 132 136 136 134
Lumber...................................................... 88 92 94 9 8p
Leather, soler............................................ 92 r 114r lllr 109
Silk consumptionr.................................... 115 r 112r 11 Or 122

Consumers' Goods
Cattle slaughteredr.................................. 114r 98r 108 r 97
Calves slaughteredr.................................. 98r 76 r 90r 81
Sheep slaughteredr................................... 103r 98r 106r 99
Hogs slaughteredr.................................... lOOr lOlr lllr 94
Sugar meltings, U. S. ports..................... 132 91 96 110
Wheat flourr.............................................. 99r 87 r 87r 91
Cigarsr....................................................... lOOr 98r 103r 107
Cigarettesr................................................ 109r 102r 118r 117
Tobacco, manufactured?’ ......................... 102r 9 or 98 r 98
Gasoliner................................................... 105r 99r 98r
Tiresr......................................................... 125r 104r 102r i03p
Newsprintr................................................ 114r 94 r 98r 94
Paper, totalr............................................. 11 Or 98r 103r
Boots and shoesr....................................... 107r 11 or 119r ii3p
Anthracite coalr........................................ 119r 69r lOOr 94
Automobile, all......................................... 144 92 10 2r 91
Automobile, passenger............................. 151 95 109r 94
Automobile, truck.................................... 116 78 74 r 82

* = Seasonal variation not, allowed for p=Preliminary r=Revised

Indexes of Business A ctiv ity

This bank’s indexes of business activity for Septem
ber continued to show mixed changes as compared with 
the previous month and a year ago. Bank debits in 
140 centers outside of New York City increased sharply 
in September and were 10 per cent larger than a year 
ago, compared with an average increase of 3 per cent 
during the first 8 months of the year. The index of 
debits in New York City was higher than ever before, 
accompanying continued heavy stock exchange trading.

Car loadings of merchandise and miscellaneous freight 
on a daily basis also increased in September by more 
than the usual seasonal amount and compared favor
ably with 1926 and 1925. Loadings of the heavy bulk 
freight, however, increased less than seasonally and 
were considerably smaller than a year ago. An increase 
of 4 per cent in mail order sales over last year reflects 
the increased purchasing power in agricultural dis
tricts this year,

September indexes of business activity in percentages 
of the computed trend, with allowance for seasonal vari
ations, and, where necessary, for price changes, are 
compared below with figures for recent months and a 
year ago.

(Computed trend of past years=100 per cent)

1926 1927

Sept. July Aug. Sept.
Primary Distribution

Car loadings, merchandise and misc...... 109 105 103 105
Car loadings, other................................... 108 93 97 96

106 104 105 102p
121 119 127 122p

Grain exports............................................ 112 63 120 166
Panama Canal traffic............................... 98 96 97

Distribution to Consumer
Department store sales, 2nd Dist........... 105 101 108 108
Chain store sales....................................... 104 106 101 105
Mail order sales........................................ 108 117 121 110
Life insurance paid for............................. 115 109 113 111
Real estate transfers................................. 104 97 98 94
Magazine advertising............................... 104 97 104 100
Newspaper advertising............................. 107 97 102 102

General Business Activity
Bank debits, outside of N. Y. City........ 110 116 112 118
Bank debits, New York City.................. 123 136 146 151
Bank debits, 2nd Dist. excl. N. Y. City. 105 106 102 111
Velocity of bank deposits, outside of

New York City..................................... 98 110 104 109
Velocity of bank deposits, N. Y. City... 127 135 145 153
Shares sold on N. Y. Stock Exchange*.. 173 176 234 235
Postal receipts........................................... 99 92 98 93
Electric powerr......................................... 108r 106r 105r
Employment in the United States.......... 104 100 100 '99
Business failuresr...................................... 93r 104r 107r 101
Building permits....................................... 133 104 129 119
New corporations formed in N. Y. State 112 116 113 112
General price level.................................... 186 183 184 184

*=Seasonal variation not allowed for p=  Preliminary r—Revised

Building

The volume of contracts awarded in September in 
the New York and Northern New Jersey district was 
25 per cent smaller than in August, and 28 per cent 
smaller than in September of last year, according to 
reports received by the F. W . Dodge Corporation. Con
tracts for residential building were the smallest since 
March 1925, and commercial and industrial awards were 
the smallest this year, but public works and engineering 
projects increased following a temporary decline in
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August. Building contract awards in this district from 
the first of the year to the end of September showed a 
reduction of about 4 per cent from the volume of a 
year ago.

Total contracts awarded in 37 states east of the Rockies 
in September were 6 per cent smaller than in August 
and 7 per cent smaller than a year ago. Residential, 
commercial, and educational building declined as com
pared with the previous month and a year ago, but the 
amount of contracts for public works and utilities con
struction showed an increase in both comparisons. Con
tracts awarded during the first nine months of this year 
were approximately 1 per cent smaller than the total 
for the corresponding period a year ago, the net result 
of declines in industrial and residential building, largely 
offset by increased construction of public works and 
utilities and miscellaneous buildings. Compared with the 
corresponding period of 1925, there was an increase of 
about 7 per cent in total contract awards.

Apartm ent R ents
Reports from representative apartment house man

agers and owners in the Metropolitan area covering the 
fall renting season of this year indicate a further slight 
decline in rentals, chiefly in the higher priced apart
ments, the supply of which has been augmented largely 
in recent years by new construction.

Rents were well maintained during the year for apart
ments which in 1920 rented for less than $15 per room 
monthly, but showed an average decline of 1 per cent 
for apartments which rented in 1920 for between $15 
and $30 and of 3 per cent for $30 to $50 per room 
apartments. Apparently due to the difficulty of build
ing profitably, at current construction costs, apartments 
to rent for less than $15 per room, average reported 
rentals for such accommodations are now only slightly 
below their highest level, and are higher relative to the 
pre-war level than are the medium priced apartments.

A  larger number of vacancies after October 1 than 
in a number of years was reported this year, and 

NUMBER o f  C0LUMN5

Amount of Advertising of Apartments for Rent in Classified 
Columns of Sunday Editions of a New York Newspaper 

during Renting Seasons of 1927 and Previous Years.

PER CENT.

Rents of Apartments in New York City compared with Changes 
in the Cost of Building Construction. Apartment A is 

the Typical Apartment renting for less than $15 per 
room in 1920. Apartment B is the Typical 

Apartment renting for between $15 
and $30 per room in 1920.

contracts for residential building in New York City 
during the first nine months of the year have been 
about 20 per cent smaller than a year ago. In general, 
new buildings have rented fairly well, partly under the 
stimulus of the granting of concessions, but older apart
ment houses have shown some vacancies.

Further indication of a large supply of the older 
apartments for rent is indicated by a larger amount of 
advertising of apartments than last year in the classi
fied columns. Display advertising, which represents 
principally new and usually large apartment houses, 
was of somewhat smaller volume throughout the rent
ing season than in 1926, apparently reflecting the re
duction in new building. The number of columns of 
classified and display advertising of apartments in the 
Sunday edition of a leading New York City newspaper 
during the renting season of this year is compared with 
several recent years in the accompanying diagrams.

Mortgage loan rates have shown a declining tendency 
during the past year, reflecting the pressure of funds 

NUMBER o f COLUMNS

1926_____^

/ r  1 927 '

y *  1924

AUGUST SEPTEMBER OCTOBER
Columns of Display Advertising of Apartments for Rent in Sun

day Editions of a New York Newspaper during Renting 
Seasons of 1927 and Previous Years.
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seeking employment in real estate loans. Although the 
general range of rates for mortgage money has remained 
unchanged at 5 to 6 per cent, depending on locality and 
type of building, the proportion of loans placed on high 
grade New York City property at 5 per cent has in
creased. At the same time, there has been some decrease 
in the demand for funds for real estate and building 
purposes.

Crops

There was a substantial improvement during Septem
ber in prospects for late crops and, according to the 
Department of Agriculture, the composite condition ad
vanced 1.7 per cent. Maturity of the corn crop was 
hastened by the unusually warm weather of September, 
so that by October 1 most of the crop was safe from 
frost damage. The estimate of yield was advanced nearly 
150 million bushels over that of the first of September, 
and more than 300 millions over that of July 1, when 
late planting and cool weather made it appear doubtful 
that even the small crop indicated would have a chance 
to mature. An increase was also made in the estimated 
yield of spring wheat, which is now placed at more than 
100 million bushels— over 50 per cent— higher than the 
actual production in 1926. There was a slight decrease 
in the estimated yield of the cotton crop, which is now 
put at only 70 per cent of last year’s record production.

It appears that the income to producers will be con
siderably larger than it was last year. In general, the 
largest gains have been made in states which were seri
ously affected in recent previous years by the reduced 
prices for agricultural products, and in which bank 
failures have been numerous. Kansas, Nebraska, the 
Dakotas, and Montana, all have had good crops this 
year, which are selling generally at prices as high as, 
or higher than, a year ago.

Estimates based on the yields indicated by October 1 
conditions, together with prices prevailing at the time 
of heaviest crop movement in the case of early crops, 
and October prices in the case of late crops, indicate 
that the small cotton crop will bring nearly one-third 
more than last year ’s very large crop, and that the value 
of the corn, oats, barley, and rye crops is considerably 
larger this year than last. The value of all wheat pro
duced this year appears to be fully as high as that of 
the 1926 yield, and higher prices of fruit crops will 
probably offset in large measure the decline in the quan
tity produced.

D epartm en t Store Trade

September sales of leading department stores in this 
district were 2 per cent larger than in September a year 
ago, a smaller percentage increase than was reported for 
August. After allowance for an estimated decline of 
between 2 and 3 per cent in retail prices during the past 
year, this increase would appear to indicate at least the 
usual annual rate of growth in the quantity of merchan
dise sold. The warm weather of September was reported 
to have retarded retail sales of Fall merchandise, how
ever, and a number of localities showed smaller sales 
than a year previous.

The value of merchandise on hand in reporting stores

at the end of the month averaged about the same as a 
year ago, and outstanding orders for merchandise were 
small for the time of year. The rate of stock turnover 
for the month continued to be slightly higher than last 
year, and the rate of collection of accounts receivable 
also continued above that of a year ago.

Locality

Percentage Change 
September 1927 from 

September 1926

Per cent of 
Charge Accounts 

Outstanding 
August 31 

Collected in September

Net
Sales

Stock on 
hand end 
of month

1927 1926

+  1.4 +  1 .6 42.4 40.1
Buffalo............................................... —  1.4 —  9 .0 51.8 49.8

—  2.1 —  5.6 35.1 36.4
+  2.9 —  9 .5
4-11.2 +  9.1 43 .1 42.2

Bridgeport......................................... —  7.9 — 26.9
Elsewhere.......................................... —  1.0 —  2 .6 3 i'.o 3 i ‘.9

Northern New York State........ —  1.3
Central New York State........... 4- 7 .2
Southern New York State........ —  8 .3
Hudson River Valley D istrict.. +  3.8
Capital District........................... —  2.3
Westchester D istrict................... +  1-7

All department stores..................... +  2 .2 0 41.3 39.6

Apparel stores.................................. —  0 .1 +  4 .5 46.7 39.7
Mail order houses............................ +  3 .9

W holesale T rade
September wholesale trade in this district, as reported 

by representative dealers, fell 8 per cent below that of 
September last year, following increases in July and 
August. All lines covered by the reports showed less 
favorable comparisons with 1926 sales in September than 
in August, with the exception of jewelry and diamonds. 
Machine tool sales were little more than half those of 
September 1926, and sales of dresses, silks, and station
ery showed large declines.

Reported stocks of drugs and hardware were consider
ably smaller than a year ago, and stocks of groceries and 
cotton goods were somewhat smaller, but stocks of shoes 
remained well above the low levels of a year ago. Col
lections in September appear to have been slightly slower 
than last year in most lines.

Percentage 
Change 

September 1927 
from 

August 1927

Percentage 
Change 

September 1927 
from 

September 1926

Per cent of 
Accounts 

Outstanding 
August 31 
Collected 

in September

Commodity Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1927 1926

Groceries........................ +  6 .3  
— 15.8

+  9 .4 —  3 .2 —  4 9 76.3
35.0
58.2

37.2

77.4
38.2
60.0

38^3

Men’s clothing.............. —  9 .2
Women’s dresses........... —  3 .8 — 26 6
Women’s coats and suits 
Cotton goods— Jobbers 
Cotton goods— Com

mission ........................

+  0 .4  
—  0 .2

—  3.3

—  1.8
+  1.3
—  9 .9

—  8 .2

—  4 3

Silk goods....................... — 18.9 — 19 1 44.3  
36.0 
42.9 
4 3 .S

63! 4
57.4

47.’ 7 
35.1
47.3
42.7

59.4
67.7

Shoes............................... +  5 .2  
+ 27 .7  
+ 1 4 .0  
— 37.7
—  3.8

— i2 .6 +  7.6  
+  4 .1  
—  2 0

+40 
— 12

8
Drugs.............................. —  1 9 2
Hardware....................... +  3 .3 — 16 6
Machine tools*.............
Stationery......................

— 45.3 
— 15.6

Paper...............................
Diamonds.......................

+  5.3 
+ 1 5 .5  
+ 4 0 .0 } +  9 .9

+  4 .2  
— 20 2

Jewelry........................... + 1 0 .4 4 J 27.7 J 26.1

Weighted Average.. . —  0 .7 —  8 .2 50.9 52.5

*=Reported by the National Machine Tool Builders’ Association.
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PER CENT

Index Number of Production of Manufactures and 
Minerals Combined, Adjusted for Seasonal 

Variation. (1923-25 average —
100 per cent.)

Wholesale Price Index of United States Bureau of 
Labor Statistics. (1913 average =  100 

per cent.)
BILLIONS cf DOLL AP5

Monthly Averages o f Weekly Figures for Member 
Banks in 101 Leading Cities. (Latest figures 

are averages for three weekly report 
dates in October.)

Reserve Bank Credit: Monthly Averages of Daily 
Figures for 12 Federal Reserve Banks. 

(Latest Figures are Averages of First 
23 Days in October.)

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL and trade activity increased less in September than is usual 
at this season of the year and continued to be in smaller volume than a year 

ago. The general level of wholesale commodity prices showed a further rise, 
reflecting chiefly price advances for agricultural commodities.

P roduction

The Federal Reserve Board’s indexes of both manufacturing and mineral 
production, in which allowance is made for usual seasonal variations, decreased 
between August and September. Production of iron and steel was in smaller 
volume in September than in any month since 1925. There were also decreases 
from August to September in the output of nonferrous metals, automobiles, 
and rubber tires, while the textile and shoe and leather industries continued 
active. The production of bituminous coal showed about the usual seasonal 
increase in September and October, but continued in smaller volume than 
during the same period of other recent years. The output of anthracite was 
considerably reduced during September and the first half of October, following 
an increase in August, and the weekly output of crude petroleum has decreased 
slightly since the early part of August. The value of building contracts 
awarded continued somewhat smaller during September and the first three 
weeks of October than during the corresponding period of 1925 or 1926; 
declines occurred in contracts for residential, commercial, industrial, and 
educational buildings, while contracts for public works and public utilities 
were larger in September than in the corresponding month of any previous year.

Crop conditions improved in September and the Department of Agriculture’s 
estimates for October 1 indicate larger yields of most grain crops than were 
expected a month earlier. The estimate for the corn crop was increased by 
146,000,000 bushels and was only 43,000,000 bushels smaller than the yield in 
1926. Wheat production is expected to be 34,000,000 bushels larger than last 
year, while the estimated cotton crop of 12,678,000 bales is more than 5,000,000 
bales below last year’s yield.

D is t r ib u t io n

Trade of wholesale and retail firms increased in September by somewhat less 
than the usual seasonal amount. Compared with a year ago, sales of wholesale 
firms in nearly all lines, except shoes and drugs, were smaller. Sales of 
department stores were in about the same volume, and those of mail order 
houses and chain stores were somewhat larger. Inventories of merchandise 
carried by reporting wholesale firms in leading lines were reduced in September 
and continued smaller than last year. Stocks of department stores, on the 
other hand, increased slightly more than is usual in September and at the end 
of the month were somewhat larger than a year ago.

Freight car loadings wrere in smaller volume during September and the first 
week of October than in the corresponding period of last year for all groups 
of commodities, except grain and grain products, of which loadings were 
larger than in the same period of any previous year since 1924.

P rices

Wholesale commodity prices advanced in September for the fourth consecu
tive month, and the Bureau of Labor Statistics all-commodities index rose to 
the highest level since last January. There were large increases between August 
and September in the prices of livestock, meats, and cotton, and small advances 
in the prices of leather, coal, and chemicals, while prices of grains, building 
materials, and rubber declined. During the first three weeks in October the 
prices of spring wheat, corn, cotton, coal, and iron and steel declined, while 
prices of livestock, raw wool, and rubber advanced.

B a n k  Credit

Total loans and investments of member banks in leading cities showed a 
further increase for the four weeks ended October 19 and on that date were 
about $660,000,000 larger than in mid-summer. Of this growth in member 
bank credit about $325,000,000 represented an increase in commercial loans, 
a considerably smaller increase than for the same period last year, and about 
$335,000,000 an increase in investments and loans on securities.

At the Reserve Banks total bills and securities increased during the four 
weeks ended October 19, as is usual at this season, but were on the average 
about $60,000,000 below the level of the corresponding period last year. The 
increase, which was largely in the form of additions to the Banks’ holdings of 
acceptances, reflected chiefly an increase in member bank reserve requirements 
and an export demand for gold.

Some seasonal firmness in the money market in October was reflected in an 
increase from 3 %  to 3%  per cent in rates on 90-day bankers acceptances. The 
rate on commercial paper remained unchanged at 4 per cent.
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M on ey M ark et in N ovem ber

The principal development in the money market dur
ing the past month has been a substantial loss of gold, 
following smaller losses in September and October. Ship
ments of $33,000,000 of gold to Brazil were made during 
the month; a seasonal rise in Canadian exchange was 
followed by shipments of $20,000,000 to Canada; and 
the amount of gold earmarked at the Federal Reserve 
Bank of New York for foreign account was increased by 
$40,000,000. Including these movements the net with
drawals from the monetary gold stock of this country 
during the past three months have been the heaviest 
since the early part of 1925. Consequently, the large im
port movement which occurred in the first four months 
of 1927 has been more than offset, and, as is shown in the 
diagram below, the gold stock of the United States at the 
end of November is smaller than at the beginning of the 
year, and it is also smaller than at the end of 1924 when 
the flood of gold to this country was first checked. 
Changes in these gold holdings reflect chiefly gold im
ports, exports, and earmarking transactions, as domestic 
production is largely consumed in the arts and industry. 
The detail of principal changes since 1924 is given later 
in this Review.

Mainly as a result of this loss of gold, additional Re
serve Bank credit has been needed by member banks to 
maintain their reserves at the required level, and the 
total amount of Federal Reserve credit in use, that is 
total bills and securities, has been larger than in the 
corresponding month of 1926 for the first time this year.

B IL L IO N S  of D O L L A R S

Changes in the Monetary Gold Stock of the United States in
1927, Compared with 1926.

Each autumn an additional amount of Reserve Bank 
credit is called into use in response to seasonal demands, 
but the increase this year has been accelerated by the 
outflow of gold, as the second diagram shows.

The normal effect of a considerable loss of gold, and 
consequent recourse to the Reserve Banks for credit to 
replace the loss, is a tightening of the money market 
and an advance in money rates. Such a tightening has 
not occurred in recent months largely because of the 
manner in which the additional Reserve Bank credit 
has been supplied. It has been supplied mainly by in
creases in holdings of bankers acceptances and Govern
ment securities rather than increases in member bank 
borrowing. Consequently, the money market has re
mained moderately easy notwithstanding the outflow of 
gold; money rates at the end of November were about 
the same as at the end of October, and continued to be 
well below those of a year ago.

Money Rates at New York

Nov. 29, 1926 Oct. 31, 1927 Nov. 29, 1927

Call m oney................................................. *4 K -o  M *3 *3K>
Time money— 90 d a y ............................... 4 ^8-4 % 4M 4
Prime commercial paper......................... 4M 4 4
Bills— 90 day unendorsed....................... 3M 334 3 lA
Treasury certificates and notes

Maturing December 15....................... 3.15 2.52 2.20
Maturing March 15.............................. 3.10 3.01 3.10

Federal Reserve Bank of New York
rediscount rate....................................... 4 3H 3 Jo

Federal Reserve Bank of New York
buying rate for 90 day bills............... 3% 3H 3H

* = Prevailing rate for preceding week

B IL L IO N S  of D O L L A R S

Total Bi33s and Securities o f  A ll Federal Reserve Banks in 1927, 
Compared with 1926.
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R e d e m p t i o n  o f  S e c o n d  L i b e r t y  L o a n  B o n d s  
One of the influences toward easy money in the sec

ond half of November was Treasury operations in con
nection with the redemption of Second Liberty Loan 
bonds. As these bonds were presented for redemption 
on and following November 15 the Treasury secured a 
part of the funds required by selling to the Reserve 
Banks one day special certificates of indebtedness, pend
ing the call of funds from depositary banks. This opera
tion brought about a temporary increase in Reserve 
Bank holdings of Government securities and put funds 
into the market which more than offset losses to the 
market from gold exports. Advances to the Treasury 
in this form amounted to $164,500,000 on November 16 
and $80,500,000 on November 23.

The redemption of bonds was carried forward at a 
rapid rate. Notwithstanding the fact that most of the 
bonds of larger denominations had been previously ex
changed for other Government securities or sold to the 
Treasury, more than two-thirds of the $730,000,000 of 
these bonds outstanding on November 14 were presented 
for redemption during the following week. On November 
28 about $160,000,000 of the bonds still remained out
standing.

M e m b e r .  B a n k  C r e d i t  
Aside from the call of amounts remaining with deposi

tary banks on November 14 and temporary advances 
from the Reserve Banks, the funds needed for the re
demption of Liberty bonds were provided by the Treas
ury sale on November 15 of about $400,000,000 of 3%  
per cent Treasury certificates. A  considerable part of 
this issue was purchased by member banks and conse
quently investments of reporting banks in the larger 
cities increased 250 million dollars to a new high level. 
At the same time, the reinvestment of funds received by 
former holders of Second Liberty Loan bonds was re
flected in a strong market for corporation securities, and 
loans to security brokers by reporting banks advanced 
nearly 140 million dollars and were at a new high level 
on November 23. Commercial loans have shown little net 
change during the past month, but, as the result of the 
large increases in investments and security loans, the 
total loans and investments of all reporting banks 
throughout the country exceeded any previous figures.

Most of the increase in the amount of loans to brokers 
was provided by New York City banks for their own 
account. Their investments showed an increase of nearly 
100 million dollars, largely as the result of purchases 
of the new Treasury issue, and consequently the total 
loans and investments of banks in this district also ad
vanced to a new high level.

B i l l  M a r k e t

There was a substantial increase in the amount of bills 
offered to the market in November, reflecting several 
large syndicate drawings to cover the financing of to
bacco and cotton. Due to local bank buying as well as 
heavy foreign buying, however, the investment demand 
for bills was very active and considerably exceeded new 
drawings coming into the market, and consequently 
dealers7 portfolios were reduced by more than 25 per cent 
from the large amounts reported at the beginning of

the 90 day maturity was offered throughout the month at 
314 per cent.

C o m m e r c i a l  P a p e r  M a r k e t

For the third consecutive month, the amount of com
mercial paper outstanding through the open market, as 
reported by 26 dealers, has shown an increase. At 
$611,000,000, outstandings at the end of October were
3 per cent larger than a year ago, the first increase over 
the corresponding month of the previous year since 
January 1925. The increase recently reflects chiefly bor
rowings by a limited number of large concerns rather 
than a general increase in the use of the open market by 
companies in a position to finance their short term credit 
requirements in this manner. The bank investment de
mand for paper continued to absorb readily the amounts 
of new paper offered by dealers during November. While 
some sales were reported at 3%  per cent, the prevailing 
level for the usual grade of prime names remained
4 per cent.

Share of the U nited States in G old , B ank  

D eposits, and Currency

In view of the frequent discussions of the large ac
cumulation of gold in this country, figures recently pub
lished by the Economic and Financial Section of the 
League of Nations are of interest, showing the amount 
of bank deposits and paper currency circulation— the 
principal liabilities against which gold reserves are 
required.

It appears that out of a total of about $8,800,000,000 
of gold in the treasuries and central banks of 35 coun
tries at the end of 1925, nearly $4,000,000,000 or 45 per 
cent was held in this country, as shown in the accom
panying diagram. These figures include data for all of 
the principal countries of the world except China and 
Russia. Figures for bank deposits in these same coun
tries, when converted to dollars at the exchange rates 
then current, indicate that this proportion of gold is 
smaller than this country’s proportion of the bank de
posits of the world. The total amount of bank deposits 
in the 35 countries was nearly 84 billion dollars, of which 
52 biilions, or 62 per cent, was in the banks of the United 
States.

The great inflow of gold to the United States between 
1915 and 1924 more than doubled the gold holdings of 
this country, but at the end of 1925 the proportion of 
gold holdings to total bank deposits was less than 8 per 
cent, as compared with an average of 15 per cent in 
the rest of the world. Great Britain and Switzerland 
had somewhat lower ratios of central gold holdings to 
deposits than the United States, but most other countries 
had considerably higher ratios.

GOLD BAN K NOTE
HOLDINGS DEPOSITS CIRCULATION
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Approaching the problem from another point of view, 
the ratio of gold holdings to paper money in circulation 
is considerably higher for the United States than the 
average for other countries, since the currency circula
tion of the United States is small relative to the amount 
of bank deposits, due to the much more common use of 
checks in this country than in most others. As the dia
gram shows, the United States has about 28 per cent of 
the total currency circulation of the 35 countries, as 
compared with 45 per cent of the total gold holdings. 
The ratio of gold reserves to combined bank deposits and 
note circulation is below the average for other countries, 
however.

Gold M ovem en t

During the first 28 days of November gold exports at 
New York amounted to $54,400,000, while imports totaled 
less than $500,000. The exports included shipments of 
$33,000,000 to Brazil and $20,000,000 to Canada. In 
addition to exports of gold, there was an increase of 
$40,000,000 in gold held under earmark by the Federal 
Reserve Bank of New York for foreign account. There 
was thus a total loss to the country’s gold stock from 
November 1 to 28 of nearly $94,000,000.

Exports and earmarking of gold in the past three 
months have more than offset gold imports and releases 
from earmarking in the early months of this year, and 
the country’s stock of monetary gold shows a net loss for 
the year to date. It may also be noted that since the end 
of 1924 gains and losses of gold have been almost equal, 
and with the inclusion of the most recent movements 
the country’s total gold stock is now somewhat smaller 
than in late 1924. The gold stock is shown for the end 
of each month since 1914 in the accompanying diagram. 
The plateau of the past three years when wTe have been 
making large private loans abroad bears some resem
blance to the plateau in 1917, 1918, and 1919 when the 
United States Government was lending to the countries 
associated with us in the war.

Gains and losses of gold through exports and imports 
and through earmarking are given for the past four 
years in the following table. Heretofore changes in ear
markings have not been reported separately, but have

BILLIONS 6fDOLLARS

Stock o f  Gold in the United States, Reported b y  the Treasury 
Departm ent.

been included for the most part in Treasury computa
tions of the gold stock published each month. They are 
given here in detail in view of the size of such transac
tions in recent months. There were practically no ear
marking operations between the conclusion of the war 
and 1924. Changes in gold stock are not completely 
accounted for by exports, imports, and changes in ear
markings, since some small amount of domestic gold 
production goes into monetary use. This past year there 
was also an unusual transaction in the purchase and 
later sale of 62 million dollars of gold abroad.

Changes in Central B ank R ates

On November 16 the National Bank of Belgium re
duced its discount rate from 5 per cent to 4y2 per cent, 
the lowest Belgian rate since January 1923. This places 
the discount rate of the Belgian bank on the same level 
as that of the Bank of England and de Nederlandsche 
Bank. The Bank of Finland on November 26 reduced 
its discount rate from 6%  per cent to 6 per cent, the 
third reduction this year.

G a i n  o r  L o s s  t o  G o l d  S t o c k

(In millions of dollars)

1924 1925 1926 1927

Through
Imports

or
Exports

Through
Earmark

ing Total

Through
Imports

or
Exports

Through
Earmark

ing Total

Through
Imports

or
Exports

Through
Earmark

ing Total

Through
Imports

or
Exports

Through
Earmark

ing Total

January........................ +  45 +  45 — 68 — 1 — 69 +  16 — 4 +  12 +  44 +  20 +  64
Februarj'...................... +  35 +  35 — 47 — 1 — 48 +  21 — 11 +  10 +  20 +  3 +  23
March........................... +  33 — ’ *2 +  31 — 18 — 7 — 25 +  39 — 23 +  16 +  11 — 2 +  9
April............................. +  44 — 1 +  43 — 13 +  15 +  2 — 5 — 5 +  12 — 1 +  11
Mav............................. +  40 +  1 +  41 — 2 +  13 +  11 — 6 — 6 +  32 — 95 — 63
June.............................. +  25 +  2 +  27 — 2 +  5 +  3 +  16 — ' 1 +  15 +  13 — 1 +  12
July.............................. +  18 — 2 +  16 +  6 — 4 +  2 +  15 +  4 +  19 +  9 +  9
August......................... +  16 — 8 +  s +  3 +  8 +  11 — 18 +  19 +  1 +  6 — * *2 +  4
September................... +  2 — 13 — 11 — 3 +  1 — 2 — 7 — 2 — 9 — 11 — 9 — 20
October........................ +  16 — 17 __ 1 +  23 +  3 +  26 +  8 +  8 — 9 — 25 — 34
November.................... +  13 +  13 — 14 +  2 — 12 +  9 — ’ *8 +  1 — 154* — 40* — 94*
December.................... — 29 — ' '2 — 31 +  1 — 4 — 3 +  10 +  1 +  u

Total......................... +258 — 42 +216 — 134 +  30 — 104 +  98 — 25 +  73 +  73* —152* — 79*

*November figures preliminary; 1927 totals are for first eleven months.
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T h e Foreign Exchanges

The European exchanges generally continued strong 
during November. Sterling at $4.8759 reached another 
post-war high figure, while the belga at 13.96 cents 
reached the highest quotation since it was established as 
the Belgian foreign exchange unit last year. Dutch 
guilders and Norwegian kroner also moved into higher 
ground. Eeichsmarks were easier during the first half 
of November but showed renewed strength in the latter 
part of the month, and Swedish rates strengthened 
slightly toward the close of November. French, Italian, 
Swiss, and Danish exchanges showed little change, but 
pesetas at 16.60 cents were weaker than at any time 
since last February.

A  seasonal advance in Canadian exchange carried the 
rate to the export point at $1.0016 on November 7, and 
gold shipments totaling $20,000,000 were made to Can
ada during the month.

The yen after declining gradually to 45.50 cents at 
the middle of the month, the lowest point since March 
1926, later was somewhat firmer. The Chinese exchanges 
advanced accompanying a rise in silver prices, and the 
rupee rose slightly to 36.44.

Foreign Trade

Merchandise exports in October showed a large in
crease over September, due chiefly to seasonal shipments 
of cotton, and the total value, $490,000,000, was 
$35,000,000 larger than a year ago. October imports 
were valued at $356,000,000, an amount slightly larger 
than in September, but $21,000,000 smaller than in 
October 1926.

A  seasonal increase of $56,000,000 in the value of raw 
cotton exports accounted for most of the October increase 
in export trade. The quantity of cotton shipped abroad 
in October continued to be nearly 20 per cent smaller 
than last year, but due to the higher prices this year the 
value was $10,000,000 larger than in October 1926. Grain 
exports were somewhat smaller than in September, but 
were about 75 per cent larger in value than in October 
of last year. Our export trade in meat and meat prod
ucts continued to decline.

Imports of silk and rubber were slightly smaller than

in September, but coffee imports showed a large increase. 
The quantity of these commodities imported in October 
was larger in each case than in October 1926.

Business Profits

Net earnings of 17.1 industrial and mercantile com
panies for which reports are now available averaged 
nearly 10 per cent smaller in the third quarter of 1927 
than in the corresponding period of 1926. As in the 
second quarter, the principal decline was in the profits 
of oil companies, reflecting the continued large produc
tion and low prices of petroleum products. Steel com
panies also had considerably smaller net earnings than 
in the third quarter of last year, but as the following 
table shows, their profits for the first nine months of 
the year, though smaller than in 1926, were larger than 
in 1925.

In the motor industry, General Motors again reported 
larger profits than a year ago, while 13 other motor 
companies as a group, not including Ford, showed profits 
about the same as last year. Declines in third quarter 
profits were reported by motor accessory, machinery, 
mining and smelting, and building supply companies. 
The principal increases, both for the third quarter and

(Net Profits in millions of dollars)

Group
No. of 

Corpora
tions

Third
Quarter Nine Months

1926 1927 1925 1926 1927
M otors................................ 14 83 92 202 255 277General Motors....................... 1 56 65 88 158 194Other Motors................... 13 27 27 114 97 83Motor Accessories............ 12 6 4 20 20 15O il......................................... 21 37 14 77 91 45Steel....................................... 13 47 30 103 133 110Food & Food Products.............. 20 28 31 71 85 90Machine & Machine M fg............ 13 6 5 19 18 17Mining and Sm elting.. ............... 23 15 13 35 43 42Chemical................................. 7 12 14 23 31 37Building Supplies.......................... 9 6 5 17 18 17
Miscellaneous............................... 39 33 38 66 90 94

Total 10 groups......................... 171 273 246 633 784 744
80 52 55 136 155 173

Other Public Utilities................... 10 10 11 34 36 36
Total Public Utilities............... 90 62 66 170 191 209

Class I Railroads........................... 183 393 336 799 891 808
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for the first nine months of the year, were reported by 
food products and chemical companies.

Net earnings of telephone and other public utility 
companies continued to expand, but the net operating 
income of Class I railroads failed to show the usual 
seasonal rise in the third quarter, and remained smaller 
than in 1926.

Security M arkets

A strong market for securities accompanied the retire
ment of Second Liberty Loan bonds in November. The 
short-term Government securities sold by the Treasury 
to provide part of the funds needed for redemptions 
were purchased largely by banks, and there was evidence 
that many of the holders of the Liberty bonds sought 
other types of securities for the reinvestment of their 
funds.

The volume of trading in stocks increased considerably 
around the middle of the month, and prices more than 
regained the October losses, so that the Standard Sta
tistics Company index of 228 stocks reached a new high 
level on November 19. Industrial price averages rose 
about 10’ points from the low points early in the month 
and were higher than ever before, and railroad shares 
recovered more than half of the October decline.

The bond market also showed increased activity and 
strength around November 15. Apparently reflecting 
a strong investment demand, not fully satisfied by offer
ings of new bond issues, price averages of corporation 
bonds advanced over %  point further to the highest 
levels in at least fifteen years. United States Treasury 
post-war bond issues also advanced more than %  point 
to the highest prices since issuance. Foreign bonds 
showed no consistent change with the exception of Ger
man issues, which declined about 3 points on the average 
and sold towards the end of November at the lowest 
prices of the year.

The accompanying diagram shows the present yields 
on high grade corporation bonds and common stocks, 
and indicates that notwithstanding increased dividend 
disbursements in recent years, the average yield on com
mon stocks is now close to the lowest level in many years.

1916 1917 1918 1919 19 20 1911 19Z2 19Z3 19Z4 1925 192G 19Z7
Average Yield on 33 Dividend Paying Common Stocks and on 

60 High Grade Corporation Bonds. (Standard Statistics 
Company figures; November 1927 estimated.)

Production

A majority of this bank’s indexes of production de
clined from September to October, after allowance is 
made for the usual seasonal changes, and were lower 
also than in October 1926. Production of iron and steel 
was the smallest for the month of October since 1924, 
and the total automobile output was the smallest in any 
month this year. The number of passenger vehicles pro
duced was about half the output of October 1925, and 
motor truck production, though somewhat larger than in 
September was smaller than in October of either 1925 
or 1926.

Reduced activity was indicated also by the indexes of 
mill consumption of cotton and silk, and of the produc
tion of cement, lumber, leather, shoes, tires, and tobacco 
products. Woolen mill activity showed a further slight 
increase, and anthracite coal mining showed somewhat 
more than the usual increase over September, although 
the October output remained considerably smaller than 
a year previous.

(Computed trend of past years =100 per cent)

1926
1927

Oct.
Aug. Sept. Oct.

Producers' Goods
I l l
107
104

99 96 92
Steel ingots................................................ 96 94 84
Bituminous coa l............................................ 82 83 82
Copper, U .S . mines.................................... 109 96 98 98
Tin deliveries............................................. 98 112 96 96
Zinc.................................................................. 118 101 102 104

114 119 117
Gas and fuel o il............................................ 101 97 97
Cotton consumption.................................... 98 115 116 io5
Woolen mill activity*............................. 103

126
89 95 97 p

125136 134
104 94 93 86p

Leather, sole.................................................. 93 111 109 103
Silk consumption................................. 118 105 128 112

Consumers' Goods
Cattle slaughtered........................................ 102 108 97 91
Calves slaughtered................................... 101 90 81 88
Sheep slaughtered......................................... 100 106 99 102
Hogs slaughtered.......................................... 87 111 94 85
Sugar meltings, U. S. ports....................... 144 96 110 111
Wheat flour.................................................... 95 87 91 91
Cigars............................................................. 100 103 107 104
Cigarettes....................................................... 105 118 117 108
Tobacco and snuff....................................... 95 98 98 94

105 98 100
110 102 100 97p

87110 98 94
Paper, to ta l.................................................... 106 104r 103
Boots and shoes............................................ 100 121r 113 ioop
Anthracite coa l............................................. 118 100 94 101
Automobile, a ll............................................. 112 102 91 74
Automobile, passenger................................ 112 109 93r 70
Automobile, truck........................................ 110 74 82 92

*=Seasonal variation not allowed for p=  Preliminary r=Revised

E m ploym ent and W ages

The State Department of Labor reports that instead 
of showing a further seasonal increase, the number of 
workers employed in the factories of New York State in 
October remained at practically the same level as in 
September. For the country as a whole, the United 
States Department of Labor reports a decline of %  of
1 per cent. More workers were employed in industries 
making holiday goods, but the usual seasonal curtail
ment occurred in the building materials industries, and 
the apparel trades did not show the usual fall expansion, 
apparently reflecting the rather unsatisfactory retail 
trade due to unseasonably warm weather in October.
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The State Employment Service reports, however, that 
there have been some indications of a belated seasonal 
expansion in November.

The rate of voluntary labor turnover reported by the 
Metropolitan Life Insurance Company declined in Octo
ber to the lowest point since last winter, and the ratio 
of orders for workers to applications for employment at 
State Employment Offices declined sharply. Both the 
labor turnover rate and the labor demand ratio remained 
considerably lower than a year previous. Some unem
ployment among the lower grades of unskilled workers 
and inexperienced office help is reported by employment 
agencies, but skilled workers and the higher classes of 
unskilled labor are reported to be well employed, 
although with the present low rate of turnover it is 
difficult to secure employment for those who may be out 
of work.

PJER CENT.

Average Earnings of Factory Office Workers and  ̂Factory Opera
tives, Compared with the Cost of Living.

A calculation which is made for October of each year 
by the New York State Department of Labor indicates 
a further increase of approximately V/2 per cent during 
the past year in the average earnings of factory office 
workers. Although readjustments of the salaries of 
clerical help occur much more slowly than changes in 
the wages of factory operatives, the gradual advance in 
office workers’ earnings during recent years, together 
with some decline in the cost of living during the past 
two years, has resulted in an increasing purchasing 
power of office workers as a class.

Indexes of Business A ctiv ity

A  slightly smaller distribution of goods in October is 
indicated by a rather general decline in this bank’s in
dexes of business activity. Car loadings of merchandise 
and miscellaneous freight failed to show the usual sea
sonal increase and were smaller than in the two previous 
years, and loadings of other freight were the smallest 
for the month of October since 1922, due primarily to 
reduced loadings of coal and ore.

Department store trade apparently was retarded by

the unseasonably warm weather in October, but mail 
order sales continued to show an increase over last year. 
Foreign trade also showed slightly less than the usual 
Fall increase. The indication of business and financial 
activity given by bank debits was more favorable than 
most of the other indexes: debits in 140 cities outside 
New York City were 6 per cent larger than in October 
1926. Debits in New York City also remained large, as 
did the volume of stock trading.

In the following table this bank’s indexes of business 
activity are given in percentages of the computed trend, 
with allowance for seasonal variations, and, where neces
sary, for price changes.

(Computed trend of past years=100 per cent)

1926
1927

Oct.
Aug. Sept. Oct.

Primary Distribution
Car loadings, merchandise and m isc,. , . 110 103 105 103
Car loadings, other...................................... 109 97 96 92

92 105 100 97
125r 123r 114r 114

Panama Canal traffic.................................. 97 97 96 101
Distribution to Consumer

Department store sales, 2nd Dist............ 103 108 108 100
Chain store sales.......................................... 108 1 101 105 108
Mail order sales............................................ 101 121 110 102
Life insurance paid fo r ................................ 110 113 111 106
Real estate transfers.................................... 101 98 94 89
Magazine advertising.................................. 103 104 100 95
Newspaper advertising................................ 111 102 102 102

General Business[Activity
Bank debits, outside of N. Y. C ity ......... 113 112 118 117
Bank debits, New York C ity .................... 122 146 151 136
Bank debits, 2nd Dist. excl. N. Y . C ity. 108 102 111 112
Velocity of bank deposits, outside of

N. Y . C ity ................................................. 105 104 109 110
Velocity of bank deposits, N. Y . C ity ... 113 145 153 144
Shares sold on N. Y. Stock Exchange*.. 189 234 235 228
Postal receipts............................................... 98 98 93 90
Electric power............................................... 107 105 105
Employment in the United States........... 103 100 99 ’ 98
Business failures........................................... 102 107 101 102
Building permits.......................................... 169 129 119 114
New corporations formed in N. Y. State. 122 113 112

General price level....................................... 186 184 184 184
Composite wage index.................................. 221 221 222 222

* = Seasonal variation not allowed for r=Revised

Building

Building contract awards in the New York and 
Northern New Jersey district, after falling below 1926 
in the previous two months, rose in October to the sec
ond highest monthly total this year, and were larger 
than in any previous October, according to the F. W. 
Dodge Corporation’s reports. There was a notable in
crease in residential contracts, which were the largest 
since May 1926; public works and utilities projects were 
the largest since June, due to the inclusion of a $20,000,- 
000 bridge contract; and other principal classes of con
struction work also showed increases.

As a result of the October increase, contracts for the 
first ten months of the year reached a total only slightly 
smaller than for the corresponding period of 1926, and 
materially larger than in any other recent year, as the 
accompanying diagram shows. The unusual volume of 
public works and utilities projects, which has included 
large bridge and subway contracts, has nearly offset de
clines of 11 and 15 per cent respectively in residential, 
and industrial and commercial building.
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1923. 1924 1925 1926 192,7
Building Contracts Awarded in the New York State and Northern 

New Jersey District, First Ten Months of Each 
Year, 1923 to 1927. (In millions of dollars)

D epartm ent Store Trade

Sales of leading department stores in this district in 
October were 4 per cent smaller than in October 1926, 
the largest decline from a year previous for any month 
in more than three years. The reduced volume of business 
was attributed by store executives to unseasonably warm 
weather. The largest declines were in the apparel de
partments, and sales of reporting apparel stores showed 
an even larger decline compared with a year ago.

As a result of the somewhat unsatisfactory business 
in October, and the consequent failure to move stocks 
as rapidly as anticipated, outstanding orders for mer
chandise were reduced, and at the end of October were 
smaller than a year previous. This in turn checked the 
seasonal expansion in factory activity in certain lines, 
as noted on a preceding page.

Although stocks at the end of October were not large, 
the smaller sales than a year previous resulted in a some
what lower rate of stock turnover than in October 1926. 
Collections, however, continued to exceed those of a 
year ago.

Locality

Percentage Change 
October 1927 from 

October 1926

Per cent of 
Charge Accounts 

Outstanding 
September 30 

Collected in October

Net
Sales

Stock on 
hand end 
of month

1927 1926

New Y ork .......................................... —  5 .2 —  0 .3 52.9 49.2
Buffalo................................................ +  3 .2 —  2 .9 42.2 53.1
Rochester........................................... —  7.4 —  9 .8 44.0 45.3
Syracuse............................................. —  2.0 — 10.4
Newark............................................... —  6 .0 +  9 .0 48! i 42 .‘ 8
Bridgeport......................................... + 18 .0 —  8 .5
Elsewhere.......................................... —  1.9 —  4 .6 35^9 38 !o

Northern New York State........ — 17.8
Central New York S tate........... + 15 .7
Southern New York State........ — 11.2
Hudson River Valley D istrict.. —  1.1
Capital District........................... —  4 .3
Westchester District................... +  1.4

All Department Stores................... —  4 .3 —  0 .6 49.5 47.5

Apparel stores.................................. —  7 .0 +  4 .3 49.3 45.9
Mail order houses............................ +  3 .5

Comparisons of sales and stocks in the principal de
partments with those of October 1926 are shown in the 
following table. Sales of women’s and children’s shoes 
appear to have been very good, but sales of women’s 
clothing, men’s and boys’ clothing, and cotton and 
woolen goods were much smaller than a year ago.

Net Sales 
Percentage Change 
October 1927 from 

October 1926

Stock on Hand 
Percentage Change 
October 31, 1927 

from 
October 31, 1926

Toys and sporting goods.......................... + 1 7 .3  
+ 1 5 .5  
+  9 .2  
+  3.4

—  4 .0
+  6 .6

Books and stationery................................ —  0 .7
Luggage and other leather goods........... + 1 8 .7  

—  5 .5Toilet articles and drugs.......................... +  3 .4 
+  2.9  
+  2.4

Silks and velvets......................................... —  7.2
Home furnishings....................................... +  2 .3  

+  3.1 
+  3 .4  
—  7 .8

Linens and handkerchiefs.........................
+  2.1 
+  1.3 
—  0.9Silverware and jewelry..............................

Musical instruments and radio............... —  0 .9 — 32.7
Furniture...................................................... —  4 .6 —  3.0
Women’s ready-to-wear accessories. . . . 
Men’s furnishings.......................................

—  5.9
—  7.0

—  1.7 
+  4.1 
+  0.1
—  6.9

Women’s and Misses’ ready-to-w’ear. . . 
Cotton goods...............................................

—  9 .6  
— 15.1

Men’s and Boys’ wear.............................. — 16.9 +  4 .0
Woolen goods.............................................. — 23.0 — 10.3
Miscellaneous.............................................. —  2.1 —  7 .8

1

W holesale Trade

Sales in all reporting lines of wholesale trade except 
drugs, paper, and jewelry ŵ ere smaller in October than 
a year previous, and the average decline for all lines 
was 11 per cent. The apparel trades were among those 
showing the largest reductions, and machine tool and 
diamond sales continued to be much smaller than a year 
ago. Grocery and hardware sales showed larger declines 
than in September, and textile sales remained smaller 
than in October 1926.

Stocks of merchandise carried by wholesalers were 
smaller at the end of October than a year previous in 
most lines except shoes, and, in that case, the large in
crease is partly due to very small stocks a year ago. 
Collections showed no consistent change, but averaged 
slightly low7er than in October 1926.

Percentage Change 
October 1927 

from 
September 1927

Percentage Change 
October 1927 

from 
October 1926

Per cent of 
Accounts 

Outstanding 
September 30 

Collected 
in October

Commodity Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

1927 1926

+  6.0 +  6.6 — 7.8 — 8.4 77.9 78 .9
Men’s clothing.............. —28.1 — 5.8 35.1 36 .9
Womien’s dresses........... —34.2 —35.8 63.8 73..1
Women’s coats a*nd suits +  0.3 —18.2
Cotton goods—Jobbers — 5.7 — ‘s ^ — 7.0 —  4 .2 43.3 41. 3
Cotton goods— Com-

— 15.7 — 2.9
— 3.7 — 2.7 4 8 A 47[, 5
—31.0 +  ‘2!5 — 1 1 .0 + 54! i 51.3 47. 3
+19.3 —12.2 +  3.3 — 12.3 42.0 43. 8
+  2.4 +  0.8 — 6.2 — 13.4 45.3 47. 9

Machine tools* ............. +25.6 —31.7
+  9.3 — 14.9 69! 3 70. 3
+  8.2 +  1.8 68.7 67. 6

Jewelry...........................
+  1.4 
+18.0 }— 0.4 —26.4 

+  4.9 } +  3.4 } 26.5 } 24‘0

Weighted A verage... — 6.8 — 11.4 54.4 55. 7

*=Reported by the National Machine Tool Builders’ Association
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Index Numbers of Production of Manufactures and Min
erals, Adjusted for Seasonal Variations. (1923-25 

average — 100 per cent.)

Wholesale Price Index of United States Bureau of Labor 
Statistics (1913 average rzz 100 per cent.)

Monthly Averages o f  Weekly Figures for Member Banks in 
101 Leading Cities. (Latest figures are averages for 

three weekly report dates in November.)

Reserve Bank Credit: Monthly Averages of Daily Figures 
for 12 Federal Reserve Banks. (Latest figures are 

averages of first 23 days in November.)

Business Conditions in the United States
( S u m m a r iz e d  b y ' t h e  F e d e r a l  R e s e r v e  B o a r d )

I NDUSTRY and trade were less active in October than in the preceding 
month and were in smaller volume than a year ago. The general level of 

wholesale commodity prices showed a further slight advance.

P roduction

Production of manufactures declined in October, contrary to the usual 
seasonal tendency, while the output of minerals remained in practically the 
same volume as in September. In October and November, activity of iron 
and steel mills and of automobile plants was smaller than at any previous 
period of the year. There were also decreases during October in cotton 
consumption and in the production of building materials, crude petroleum, 
and boots and shoes. The output of bituminous coal and the number of hogs 
and cattle slaughtered increased by less than the usual seasonal amount. 
Production of flour, copper, and anthracite coal showed increases in October. 
Building contracts awarded increased considerably owing to unusually large 
awards in New York and Chicago in the last week of the month. The increases 
were largest in contracts for residential and commercial buildings.

Unusually favorable weather during October in agricultural states resulted 
in increased yield for late fall crops. The indicated production of corn, 
according to the November crop report of the Department of Agriculture, was 
placed at 2,753,000,000 bushels, an increase of 150,000,000 bushels over the 
estimate of the previous month and 106,000,000 bushels over the yield a year 
a£o. Larger yields, as compared with the previous month’s estimates were 
also indicated for cotton, tobacco, and potatoes.

T rade

Trade at wholesale and retail showed less than the usual seasonal increase 
in October. Compared with October a year ago wholesale trade in all leading 
lines, except meats and drugs, was smaller. Department store sales were 
approximately 3 per cent smaller than in October 1926, while those of mail 
order houses and chain stores were somewhat larger. Inventories of merchan
dise carried by wholesale firms were smaller in all reporting lines at the end 
of the month than in September. Compared with a year ago, stocks were 
smaller in all lines except drugs. Stocks of department stores increased in 
October in anticipation of the growth in sales that usually occurs in November 
and December, but at the end of the month they were no larger than a year 
ago.

Freight car loadings declined in October and the first part of November, 
and were smaller than in the corresponding period of last year for all classes 
of freight except grain and grain products.

P rices

Wholesale commodity prices increased slightly in October, continuing the 
advance which began early in the summer, and the Bureau of Labor Statistics 
index for October was higher than for any previous month of this year. The 
advance in the average for all commodities from September to October re
flected increases in the prices of livestock, meats, and dairy products. Prices 
of corn, cotton, coal, metals, paint materials, and automobile tires, on the 
other hand, declined. During the first three weeks in November there were 
increases in the prices of grains, cattle, copper, hides, and rubber, and 
decreases in hogs, cotton, silk, coal, petroleum, and iron and steel.

B a n k  Credit

Total loans and investments of member banks in leading cities increased 
by nearly $300,000,000 during the latter part of October and the first half 
of November, and on November 16 were the highest ever reported. Invest
ments increased by more than $200,000,000, reflecting in large part putfchases 
of Treasury certificates issued on November 15, and loans on securities 
increased by about $125,000,000. Loans chiefly for commercial and agricul
tural purposes declined during the period from the seasonal peak reached early 
in October.

There was a continued increase in the demand for Reserve Bank credit 
between October 19 and November 23, arising chiefly out of further exports 
of gold. Discounts from member banks declined somewhat, while acceptances 
and'5 holdings of United States Government securities increased.

Conditions in the money market remained moderately easy in November. 
Call loan rates remained at the level reached in the latter part of October, and 
rates on prime commercial paper and bankers acceptances were unchanged.
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M on ey M arket in Decem ber

F OREIGN exchange rates rose further in the first 
half of December, in several cases to levels which 
made it profitable to export gold from the United 

States. Consequently, the outflow of gold became even 
more widespread than in November. The seasonal move
ment to Canada was followed by a return flow late 
in December, however, and earmarking transactions 
have been small, so that the net loss of gold for the month 
of December has not been as large as in November, when 
the withdrawals from the gold stock of this country 
were the largest reported since 1919.

For the first 30 days of December, net exports of gold 
amounted to 67 million dollars, which brings the total 
loss of gold, including earmarking transactions since the 
first of September, to about 220 millions. During the 
past four months actual shipments of gold from New 
York have been made to 13 countries, not including

several countries to which net exports have been rela
tively small. A  few of these shipments represented 
the transfer of proceeds of loans floated in this country, 
notably the Brazilian shipments and part of the Argen
tine shipments; many of them were wholly exchange 
transactions, which with the exception of the Canadian 
movement, cannot be attributed to seasonal settlements. 
The map below shows the wide distribution of gold 
shipments during the past four months.

E f f e c t  o f  T reasu ry Operations  
During a considerable part of the past month Treasury 

operations have tended to offset the effect of gold ship
ments. The retirement of Second Liberty Loan bonds 
proceeded more rapidly than was anticipated, and, by 
the first of December, most of the deposits in Govern
ment depositaries had been withdrawn, so that it was 
necessary to issue special certificates of indebtedness to 
the Reserve Banks to obtain funds needed for subsequent

Destinations o f Principal Gold Exports from New York, September to December 1927.
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the remaining Treasury overdraft was repaid in full. 
To replace the funds which had been supplied indirectly 
through Treasury disbursements since early in the 
month, member banks borrowed more heavily from the 
Reserve Banks thereafter to maintain the necessary 
reserve balances.

Seasonal currency requirements also were an impor
tant factor in the money market in December. The in
crease in currency circulation in the four weeks ended 
December 21 amounted to 170 millions, as the accom
panying diagram shows. The withdrawal of this cur
rency caused somewhat firmer money early in December, 
and, together with the excess of Treasury collections over 
disbursements after the 15th, was responsible for a fur
ther tightening in the latter part of the month. The 
following table indicates that the principal advance over 
November has been in call loan rates, and that the gen
eral level of rates remains lower than a year ago.

Money Rates at New York
W eekly Estimates o f Currency in Circulation in the United States.

redemptions. Since these Treasury disbursements were 
not offset by corresponding withdrawals or collections 
from commercial banks, the effect was to put about 50 
million dollars of Federal Reserve funds into the market 
from the 6th to the 14th of December.

On the 15th, the quarterly tax date, there was the 
usual excess of redemptions and interest payments over 
collections, although fourth quarter tax collections were 
supplemented by the payment by foreign governments 
of 96 million dollars on war debts. As a result, the 
Treasury drew more heavily on the Reserve Banks for 
a few days, and a temporary surplus of funds was cre
ated in the New York money market. Reserves of lead
ing New York banks were somewhat below requirements 
at the opening of business on the 15th, however, and the 
excess of funds, after making up this deficit, was largely 
offset by a reduction in borrowings from the Federal 
Reserve Bank and by the purchase by New York mem
ber banks of participations totaling 30 million dollars 
in the special certificate of indebtedness issued by the 
Treasury to cover the overdraft with the Reserve Bank. 
As the actual collection of income tax checks proceeded, 
the amount of the special certificate was steadily reduced, 
participations were terminated, and on December 20

Dec. 30, 1926 Nov. 30, 1927 Dec. 30, 1927

*534-6 *334-4 *5-5H
Time money— 90 d ay .............................. 4 ^ 4 XPrime commercial paper......................... 4 4
Bills— 90 day unendorsed....................... 3 M Z X 3 X
Treasury certificates and notes

Maturing March 15............................. 3.01 3.10 3.24
Maturing June 15 ................................ 3.01 3.17 3.25

Federal Reserve Bank of New York
rediscount rate...................................... 4 ZH m

Federal Reserve Bank of New York
buying rate for 90 day bills............... SH 3 K 3 X

*  — Prevailing rate for preceding week.

C o n t i n u e d  E x p a n s i o n  i n  M e m b e r  B a n k  C r e d i t  

A further increase in member bank investments ac
companied the Treasury refunding operations of Decem
ber 15. A  new issue of about 262 million dollars of 3*4 
per cent one-year certificates was sold, partly replacing 
336 million dollars of maturing 4%  per cent notes issued 
in January 1923. It appears that a large part of the 
new issue was purchased by commercial banks, whereas 
the maturing issue with its higher interest rate had been 
more widely held. Consequently, total investments of 
reporting banks in December reached a new high level, 
as is shown by one of the diagrams below. The increase 
over December 1926 was about 15 per cent, more than 
half of which was in holdings of Government securities. 

Accompanying the high level of bank investments
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and of security prices, loans on securities made by re
porting banks also increased further in December, and 
were larger than ever before. Commercial loans, how
ever, showed a seasonal decline, and, reflecting the lower 
level of activity in some lines of business in the 
latter part of this year, were slightly smaller than in 
December 1926.

The rapid expansion of bank investments and security 
loans during the past year has been reflected in deposits, 
and consequently in the reserve balances which member 
banks are required to keep with the Reserve Banks. 
The average amount of member bank reserve balances 
in December was about 180 million dollars larger than 
a year ago. This large increase in reserve requirements, 
together with the net loss of about 150 millions of gold 
during the past year, has been partly offset by a reduc
tion of nearly 100 millions in the amount of currency in 
circulation, but, for the remainder, additional Reserve 
Bank credit has been required. Total discounts and bill 
and security holdings of all Reserve Banks in December 
averaged about 130 millions higher than in December
1926, and were the highest since 1921. As noted above, 
a part of this additional Reserve Bank credit was sup
plied indirectly through advances to the Treasury up 
to the 20th of December, but, with the elimination of 
these advances, member banks borrowed heavily from 
the Reserve Banks. Bills discounted by all Reserve 
Banks on December 28 amounted to $609,000,000 and 
for the Federal Reserve Bank of New York to $263,000,- 
000. The borrowing was more largely concentrated in 
New York than last year.

B i l l  M a r k e t

Throughout the month of December the investment 
demand for bills was very active, due principally to 
heavy foreign orders centering around the middle of 
the month. Notwithstanding the fact that the volume of 
new bills offered to the market continued large, dealers’ 
sales exceeded their purchases, and their portfolios were 
reduced sharply following a temporary rise caused by 
a considerable increase in offerings during the last few 
days of November. Ninety day bills continued to be 
offered at 3*4 per cent, the level which has prevailed 
since the middle of October, and rates for other maturi
ties were also unchanged.

C o m m e r c i a l  P a p e r  M a r k e t

There was a slight seasonal reduction during Novem
ber in the amount of open market commercial paper 
outstanding through 26 dealers. Outstandings of $605,- 
000,000 at the end of the month showed an increase of
7 per cent over the figure a year ago, however, the largest 
increase in at least three years. In December, the rather 
limited supplies of new paper which came into dealers’ 
lists as the end of the year approached were generally 
disposed of quickly to investing institutions outside of 
New York City. The major part of the transactions in 
prime names continued to be at 4 per cent, but in view 
of the relative scarcity of good paper, a tendency for an 
increased amount of select names to move at 3%  per cent 
was noted.

R eturn of Ita ly  to G old Basis
The Italian Government on December 22 announced 

the establishment of its currency on a gold exchange

basis and the legal revaluation of the lira in terms of 
gold. According to this announcement the fine gold con
tent of the lira is fixed by law at 0.0791911 grammes 
which makes the gold value of the lira 5.26315 cents or 
approximately 19 to the dollar and 92.46 to the pound 
sterling. Furthermore, it was announced that it is here
after compulsory for the Banca d ’Italia to convert on 
demand at its central office in Rome its own notes into 
gold coin or foreign currencies of countries on a gold 
basis and that the Banca d ’Italia must retain gold or 
foreign gold currency reserves amounting to at least 
40 per cent of the total of outstanding note circulation 
and all other demand commitments.

In accordance with the practice followed in other 
European countries when returning to a gold basis and 
to ensure the maintenance of monetary stability, the 
Banca d ’Italia entered into a credit arrangement with 
the principal central banks for $75,000,000 or its equiva
lent. A  separate credit was arranged by the Banca 
d ’Italia with certain private bankers aggregating about 
$50,000,000 or its equivalent.

The participation of the Federal Reserve Banks in 
the former credit arrangement was announced by this 
bank as follows :

“ The Federal Reserve Bank of New York, in associa
tion with other Federal Reserve Banks, has agreed, if 
desired, to purchase from the Banca d ’Italia up to a 
total of $30,000,000 of prime commercial bills. The 
agreement of the Federal Reserve Bank of New York 
was made in cooperation with other banks of issue as a 
part of the credit arrangements aggregating in all 
$75,000,000, or its equivalent, which the banks of issue 
have entered into with the Banca d ’Italia in furtherance 
of the plans which have been completed for stabilizing 
the Italian currency on a gold exchange basis.”

Changes in Central B an k R ates

The only changes in discount rates during December 
were the seasonal advances at the Imperial Bank of India 
from 5 to 6 per cent effective December 8, and to 7 per 
cent effective December 22, and the reduction at the 
Bank of France from 5 to 4 per cent, effective Decem
ber 29.

During 1927 central bank rates remained unchanged 
in Denmark (5 per cent), Hungary (6 per cent), Italy 
(7 per cent), Spain (5 per cent), and Switzerland (3%  
per cent). Rates are now higher than at the beginning 
of the year in Germany, India, Netherlands, and Nor
way, but lower in other countries, as shown below:

January 1 December 30

Rates Reduced
Poland W 8
Austria 7
Finland 7 X 6
Japan 6.57 5.48
Czecho-Slovakia sy2 5
Belgium 7 4 H
England 5 4H
France 6 H 4
Sweden 4 H 4
New York 4 3H

Rates Increased
Germany 6 7
India 5 7
Norway m 5
Netherlands 4 X
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The outstanding event of the month was the revalua
tion of the lira in gold at the rate of 19 to the dollar, 
or a little over 5.26 cents, effective December 22. The 
lira reached its lowest point, 3.16 cents, in July 1926, 
recovered to 4 cents in October, reached 5 cents in April
1927, and has held at approximately 5.40 cents since 
last May. Legal stabilization has therefore been effected 
at a level slightly under the rates prevailing for the 
last eight months.

All the leading European exchanges were strong dur
ing the month. Sterling demand rates rose to $4.88 1/16 
and cables to $4.88 7/16, and two shipments of gold were 
made to London during the month. The advance of 
Dutch guilders to 40.45 cents and of Swedish kronor to 
27.02 cents was likewise accompanied by the export of 
gold from New York. Swiss, German, and Danish cur
rencies were above par, and French and Norwegian quo
tations were strong.

The Argentine peso showed little change from the 
November level, but Brazilian rates rose slightly above 
12 cents for the first time this year. Following the 
final export of gold to Canada on December 1, the 
Canadian dollar went to a discount and reached the im
port point late in the month when a part of the gold 
exported in November and December was returned to 
this country.

The rupee at 36.63 cents reached its highest point since 
February 1926. The yen grew stronger toward the 
close of the month, being quoted at 46.59, and Chinese 
rates were generally slightly higher than in November.

G old M ovem en t

The outflow of gold continued during December, the 
export at New York during the first 30 days of the 
month amounting to $76,000,000, while imports were 
slightly less than $9,000,000. The principal destinations 
of the outgoing metal were Argentina $29,85P,000; 
France $10,000,000; England $8,545,000; the Nether
lands $8,000,000; Poland $5,000,000; Canada $4,000,- 
000; India $2,375,000; Belgium $2,200,000; Uruguay 
$2,000,000; Venezuela $1,150,000; and Sweden $1,027,- 
000. With the exception of shipments to Poland and 
Belgium, most of these exports represented exchange 
transactions. The imports included $8,500,000 of gold 
which returned from Canada in the last few days of 
the month when the discount on Canadian funds in
creased to the import point. During the same period 
gold held under earmark at the Federal Reserve Bank 
of New York increased $6,000,000, notwithstanding the 
release of some earmarked gold for export, so that the 
net loss was slightly less than $73,000,000.

Final reports for the country for November show 
exports of $55,300,000 and imports of $2,100,000, mak
ing a net export of $53,200,000, which with an increase 
of $40,000,000 in earmarkings, brought the total loss of 
gold for the month to $93,200,000.

Changes in the country’s stock of gold during the year 
through export and import movements and changes in 
earmarkings are given below.

F o r e i g n  E x c h a n g e GAIN OR LOSS TO GOLD STOCK 
(In millions of dollars)

Month

Through. 
Imports 

or Exports
Through

Earmarking Total

January....................................................... + 4 4
+ 2 0  
+  11 
+  12 
+ 3 2  
+  13 
+  9 
+  6 
— 11

+ 2 0  
+  3 
—  2

+ 6 4
+ 2 3  
+  9

February.....................................................
M arch..........................................................
April.......................................... —  1 +  11 

— 63M ay.................................. ......................... — 95
June............................................................ —  1 +  12 

+  9 
+  4

July............................................................
August....................................................... —  2
September................................................. —  9 — 20
October...................................................... —  9 — 25 — 34
November................................................... — 33 — 40 — 93

— 67* —  6* —73*
+  7* — 158* — 151*

* “  Preliminary

For the year there has been a gain of about $7,000,000 
through imports, which has been more than offset by an 
increase of about $158,000,000 in earmarkings, so that 
there has been a net loss of about $151,000,000 of gold 
through these transactions. The principal net move
ments of gold between the United States and other coun
tries during 1927 are summarized below.

Net Imports from Net Exports to

Great Britain.
Canada.............
Australia. . ,

Chile..................
Netherlands . 
E cuador...........

..................... $31,000,000

.....................  33,500,000

.....................  22,000,000

.....................  11,000,000

.....................  7,000,000

.....................  2,000,000

China and Hongkong........

Brit. Malaya........................

$62,000,000
34.000.000
14.000.000
5.000.000
4.000.000
2.000.000
3.000.000
3.000.000
2.000.000 
1,000,000

. 1,000,000

Security M arkets

The stock market continued active throughout Decem
ber, and for a week following the December 15 Treasury 
financing, trading was exceptionally heavy, with an 
average daily turnover on the Exchange of more than
2,800,000 shares. After a slight reaction early in the 
month, the trend of industrial stock prices was upward, 
and representative price averages rose slightly above 
the highest points reached in November. Some further 
recovery occurred in railroad stocks early in the month, 
but aftei4 the announcement of a railroad valuation case 
decision, rail shares fluctuated irregularly at levels 
slightly below the early December prices.

The bond market reflected a continued large invest
ment demand, and prices in general showed a high de
gree of stability. Corporation bond averages early in 
December rose slightly above the highest levels of No
vember and for the remainder of the month were prac
tically stationary. Among the foreign issues, Argen
tinian and Uruguayan issues were strong, and German 
issues partly recovered from the November decline, but 
the foreign list in general showed no consistent change. 
The four United States Treasury long-term bond issues 
reached new high levels early in the month, but, with 
Liberty Loan bonds, declined somewhat subsequently.

The amount of securities issued in December for new 
capital and refunding purposes was about as large as 
in the record month of October and was much larger
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than in December 1926. Financing by public utility 
companies, which had been heavy in most of the previous 
months this year, was of unusual volume in December, 
due to a number of large issues. Railroad offerings were 
the heaviest since August, but issues of other classes 
generally were not large; in fact, foreign offerings were 
the smallest for any month since September.

Domestic issues, both new capital and refunding, for 
the year have been in the neighborhood of $8,000,000,- 
000, an increase of about $2,000,000,000 over the offer
ings during 1926. Foreign flotations have totaled 
$1,750,000,000, an amount about $400,000,000 larger 
than in 1926.

Foreign Trade
Both exports and imports of merchandise in Novem

ber showed declines when compared either with the pre
vious month, or with November 1926. The estimated 
value of November exports was about 4 per cent smaller 
than last year, and the value of imports was nearly 8 
per cent smaller. For the first eleven months of the 
year, exports have exceeded imports by over 600 mil
lion dollars, a favorable merchandise balance more than 
twice as large as in the corresponding period last year.

Cotton exports in November were nearly one-third 
smaller than last year, but the higher prices this year 
brought the total value to an amount only slightly 
smaller than in November 1926. Grain exports con
tinued to be considerably larger than last year. The 
quantity of coffee imported during November was some
what larger than a year previous, rubber importations 
were about the same, but raw silk imports were more 
than one-third smaller.

Production and Trade in 1927
Notwithstanding the much reduced level of activity 

in important industries such as iron and steel, automo
biles, and coal mining during the latter part of the 
year, it appears probable that the whole volume of 
production and trade in 1927 will show at least a 
small increase over 1926. Preliminary 1927 figures for 
all of the principal series of industrial and business 
data have been assembled, after adding estimates for 
December, and in some cases for November, to the 
figures for the first ten or eleven months of the year. 
An unweighted average of these 115 series indicates an 
increase over 1926 of 2y2 per cent in the total volume 
of business, or somewhat less than the usual year-to-year 
growth. The following comparison of the 1927 estimate 
with similar estimates for previous years indicates, that 
as a result of the decline in the latter half of the year, 
this year’s growth in production and trade has been 
smaller than in five of the last six years.

1920 over 1919 +  6 per cent
1921 over 1920 — 14 “  "
1922 over 1921 + 1 6  “
1923 over 1922 + 1 2  “  “
1924 over 1923 —  2 “  “
1925 over 1924 + 6  “  “
1926 over 1925 + 5  “  “
1927 over 1926 +  2y2 “  “

The following tabulation indicates a high degree of 
irregularity among individual lines of production and 
trade and even among the principal groups. The out
standing increase over 1926 has been in financial trans
actions. The distribution of merchandise also has been 
larger than last year, with the largest increase in chain 
store sales. In the later months increases in mail order 
business also have been substantial, but the increase 
for the year in department store sales is the smallest 
in several years.

Manufactures and crop production have exceeded 
those of 1926 by small margins, but the minerals and 
metals group, and building materials and construction 
show small decreases. Production of food products and 
tobacco on the average shows no change from last year.

The following table shows only the more important 
series :

Per cent Change
1927 from 1926

Manufactures
Sole leather.......................  + 1 8
Cottonseed oil, refined... -j-14
Cotton consumption. . . .  +  13
Silk consumption.............  -j- 8
Boots and shoes...............  + 7
Tires....................................  +  6
Radiators...........................  +  4
Automobiles, trucks........  —  8
Malleable castings........... — 13
Automobiles, passenger.. — 23
Locom otives...................... — 36

Group Average............. + 2
Minerals and Metals

Petroleum..........................  + 19
Gasoline.............................. + 11
Anthracite coal.................  —  3
Z inc.....................................  —  4
Copper................................ —  5
Steel sheets........................ —  6
Pig iron..............................  —  7
Steel ingots........................ —  8
Bituminous coa l...............  —  8

Group Average............. —  2
Crops

R ye......................................  + 44
Barley.................................  + 4 4
H a y ....................................  + 2 9
Potatoes, white................. + 1 3
W h ea t................................  +  5
C orn....................................  +  3
Grapes................................ +  2
R ice .....................................  —  4
Oats..................................... —  4
Tobacco.............................. —  5
C otton ................................  — 29
Peaches, total.................... — 35
Anples, tota l.....................  — 50

Group Average............. + 3
Foods and Tobacco

Butter.................................  + 1 3
Cigarettes........................... + 9
Hogs slaughtered.............  + 7
Lard....................................  +  l
Cigars..........................................0

Wheat flour.. . .
Sugar meltings.........
Cattle slaughtered. .
Cheese........................

Group Average. . .

Per cent Change
1927 from 1026

—  5— 6 
— 18

0
Building Materials and Construction

Cement............................... ....+  4
Face brick..............................+  3
Building contracts...............+  1
Building permits.............. ....— 12
Lumber.............................. ....— 14

Group Average.................—  2
Trade

Grocery chain store sales. 
Other chain store sales... 
Department store sales. .
Mail order sales...............
Mdse, exports ..................
Real estate transfers. . . .
Wholesale trade...............
Mdse, im p orts .................

Group Average.............
Financial

Cotton futures..................
Corporate financing.........
Stock sales, N. Y. E x.. . .
Bond sales..........................
Grain future sales............

Group Average.............
General 

Bank debits, N. Y . City ..
Electric power...................
Business failures...............
B ’k debits, outside N.Y. C.
Postal receipts..................
Life insurance sales.........
New corporations, N. Y. S. 
Carloadings, mdse. & misc.
Employment (U .S.).........
Newspaper advertising...
Carloadings, other...........

Group Average.............
Average of 115 item s.. . . . .

+22 
+ 11

+51
+ 3 0
+ 2 6
+12
—  9 
+22

+15
+  7 + 6 
+  5 
+  3 + 2 
+ 1 

0
_  4
—  4— 6 
+ 2

2 .5

Value of 1927 Crops
The value of all important crops is about $635,000,000 

greater in 1927 than in 1926, an increase of over 8 per 
cent, according to estimates made by the Department 
of Agriculture on the basis of revised production esti
mates and December 1 farm prices. The greater part 
of the increase is in the value of the cotton and corn 
crops. Excluding the corn crop, a large part of which 
is not sold for cash, but is fed to livestock, the increase 
in value of other crops is about $350,000,000, or 6 
per cent.

The accompanying diagram, which compares 1927 
crop yields and values with those of 1926, shows that 
although this year’s cotton crop is 29 per cent smaller,
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Size and Value o f 1927 Crops compared with 1926.

its value on the basis of December 1 prices is 28 per 
cent greater. In several other cases a reduction in yield 
has resulted in an increase in the total value of a crop, 
or an increase in output has resultled in a smaller crop 
value. Barley, which shows a large increase in both 
the size and the value of the crop is the principal 
exception.

Corn prices also have been higher this year, notwith
standing a slight increase in the yield; so that the total 
value of the crop is considerably larger. Kansas, Ne
braska, and South Dakota have had the largest increases 
in yields of corn, and consequently have benefited most 
largely from the high value of the crop. Business and 
banking conditions in these states are reported to have 
shown considerable improvement as a result. All prin
cipal cotton growing states had much smaller crops this 
year than last, but the reductions in the yield were not 
so large as the average in Alabama and Texas, and these 
states apparently have had considerably larger income 
from the cotton crop in 1927 than in 1926.

E m ploym ent and W ages
A  decrease of 2 per cent in the number of workers 

employed in factories occurred in November, both in 
New York State and in the country as a whole, accord
ing to reports issued by the State and Federal Labor 
Departments, and this bank’s index of factory employ
ment, in which adjustment is made for the usual seasonal 
variation, declined to the lowest point since July 1922. 
The decrease from November of last year was 5 per cent 
in New York State and nearly 6 per cent in the country 
as a whole. This would indicate that in the factories 
covered by the reports of the United States Bureau of 
Labor Statistics, which number nearly 11,000 and em
ploy more than one-third of all factory workers in the 
country, nearly 190,000 workers had been laid off within 
the past year.

The reduction in employment from a year ago has 
been chiefly in the so-called heavy industries— those mak
ing “ producers’ goods”  such as machinery, railroad 
equipment and other vehicles, and building materials—  
rather than in industries making goods for individual 
consumption. Exceptions are the jewelry industry,

which is operating at a lower level than last year, and 
some branches of the apparel industries, which have been 
affected by unsatisfactory fall retail trade.

The average weekly earnings of factory operatives 
declined somewhat in November and were 2 per cent 
lower than a year ago, probably due to reduced working 
hours. Reflecting the decline in employment, together 
with the slight reduction in individual earnings, total 
factory wage payments were 8 per cent smaller than 
last year. In view of the fact that the cost of living is 
estimated to have decreased nearly 2 per cent during 
the past year, it would appear that the purchasing power 
of the individual factory worker who has retained his 
employment is slightly larger than a year ago, but that 
the purchasing power of factory workers as a group has 
declined noticeably below that of a year ago.

Production

November production in a majority of leading indus
tries showed further declines, after allowance for the 
usual seasonal changes. Iron and steel production was 
the smallest in three years, and automobile production 
was the smallest since February 1922. Trade reports 
indicate buying of iron and steel products for delivery 
in the first quarter of 1928 in sufficient volume to require 
increased production in that period, however, and De
troit employment reports show a level of activity that is 
usually accompanied by a much larger output of cars 
than that of November.

In the following indexes, allowance is made for sea
sonal variations and year-to-year growth.

(Computed trend of past years =* 100 per cent)

1926 1927
(»

Nov. Sept. Oct. Nov.

Producers' Goods
108 96 92 88
103 94 84 84

Bituminous coal....................................... 117 83 82 78
Copper, U. S. mines................................ 114 98 99r 102
Tin deliveries........................................... 110 96 96 99
Zino.......................................................... 116 103 104 100
Petroleum................................................. 118 117 117
Gas and fuel oil....................................... 103 97 99
Cotton consumption............................... 102 116 105 i08
Woolen mill activity*.............................. 102 95 97 94 v

123 134 125 120
Lumber.................................................... 99 93 98 108p
Leather, sole............................................ 101 109 103 110
Silk consumption*................................... 129 128 112 117

Consumers' Goods
Cattle slaughtered................................... 106 97 91 97
Calves slaughtered..................................
Sheep slaughtered...................................
Hogs slaughtered.....................................

107 81 88 95
102
85

99
94

102
85

104
85

Sugar meltings, U. S. ports...................... 126 110 111 103
Wheat flour.............................................. 99 91 91 98

106 107 104 100
106 117 108 114

Tobaoco and snuff................................... 98 98 94 100
105 100 100
103 100 98r i03p
113 94 87 93

Paper, total.............................................. 112 103 99
Boots and shoes....................................... 100 114 100 ' 96p
Anthracite coal........................................ 109 94 101 102
Automobile, all........................................ 103 91 74 54
Automobile, passenger............................ 104 93 69r 50
Automobile, truck................................... 97 82 95r 70

* — Seasonal variation not allowed for
p = Preliminary
r = Revised
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A further slight decline in general business activity 
was indicated by a number of this bank’s indexes for 
November which are shown in the following table. Car
loadings, both of merchandise and of bulk freight, de
clined further; foreign trade was smaller; business 
failures were somewhat more numerous. The volume of 
bank debits continued considerably larger than a year 
ago, however, and retail trade showed some improve
ment, following the slow business of October.

(Computed trend of past years =  100 per cent)

I n d e x e s  o f  B u s in e s s  A c t i v i t y

Primary Distribution 
Car loadings, merchandise and m isc.. ..
Car loadings, other.....................................
Exports.........................................................
Im ports.........................................................
Panama Canal traffic................................

Distribution to Consumer
& Department store sales, 2nd D ist...........
ft Chain store sales.........................................

Mail order sales...........................................
f Life insurance paid fo r ..............................

Real estate transfers..................................
W Magazine advertising................................
II Newspaper advertising..............................

General Business Activity
Bank debits, outside of N. Y . City
Bank debits, New York C ity..................
Bank debits, 2nd Dist. excl. N. Y. City . 
Velocity of bank deposits, outside of

N. Y . C ity ................................................
Velocity of bank deposits, N. Y . City. . 
Shares sold on N. Y . Stock Exchange*.
Postal receipts.............................................
Electric pow er.............................................
Employment in the United States.........
Business failures..........................................
Building permits.........................................
New corporations formed in N. Y . State.
Composite index of wages.

1926 1927

Nov. Sept. Oct. Nov.

108 105 103 100
111 96 92 86
96 100 95 90|»

127 114 114 113?
95 96 101

102 108 100 108P
105 105 108
102 110 102 i03p
117 111 106 106
102 94 89 94
105 100 95 96
108 102 102 101

106 118 117 115
112 151 136 137
102 111 112 106

99 109 110 106
115 153 144 135
146 235 228 231
98 93 90 94

105 106 103
102 99 98 ' 97P
105 101 102 106
137 119 114 140
112 112 116

220 222 222 220

* — Seasonal variation not allowed for 
p — Preliminary

D epartm ent Store Trade

Retail trade in this district showed a considerable im
provement in November following the October decline, 
and the holiday trade in December was about 3%  per 
cent larger than last year, according to preliminary re
ports covering the first 24 days of the month. As the 
bulk of December business is done in this period, this 
advance calculation will probably be fairly close to the 
final figure for the month. Assuming a 3%  per cent 
increase for the whole month of December, the total 
sales of reporting stores for the year will have been
2 per cent larger than in 1926. This increase, however, 
is the smallest for any year since 1922.

Sales of leading apparel stores, which in October 
showed a larger decline than did sales of department 
stores, in November showed a correspondingly larger 
increase. Mail order sales also showed a substantial 
increase in November.

Stocks of merchandise in department stores remained 
generally smaller than last year; consequently the rate 
of stock turnover was higher than in November 1926. 
Collections also showed a considerable increase over 
last year.

Locality

Percentage Change 
November 1927 from 

November 1926

Per cent of 
Charge Accounts 

Outstanding 
October 31 

Collected in November

N et
Sales

Stock on 
hand end 
of month 1927 1926

Northern New York S ta te .. . .
Central New York State..........
Southern New York S tate. . . .  
Hudson River Valley D istrict.
Capital D istrict..........................
Westchester District.................

+  3 .5  
—  2 .2
—  3 .2  
+  4 .2  
+  9 .4
—  3 .9  
+  3 .6
—  2.1  
+  11.9 
—  2 .2  
—  0 .4  
+  12.8 
+  1.1

—  1.4
—  2 .6
—  8 .3  
— 10.8
—  4 .4
—  7 .4
—  3 .4

51.4
55.0
43.8

48.6

43.2

47.9
52.5
44.1

45.8

i i  .7

All department stores................... +  3 .7 —  2 .7 50.1 47.2

Apparel stores................................
Mail order houses..........................

+  8 .4  
+  2 .4

+  2 .8 49.9 45.6

The largest increases in sales compared with last year 
were in holiday goods, such as books and stationery and 
toys and sporting goods, and in apparel departments, 
which in October made a rather unfavorable showing.

W holesale Trade

Sales of reporting wholesale dealers in this district re
mained smaller than a year ago in a majority of lines, 
but the declines were less than in October, and in several 
instances appeared to represent lower prices, rather than 
a reduction in the actual quantity of goods sold. The 
average decrease from November of last year in dollar 
sales was 4 per cent, as compared with reductions of
11 per cent in October and 8 per cent in September.

Stocks of groceries, drugs, and hardware remained 
smaller than last year. Stocks of cotton goods and 
diamonds and jewelry were somewhat larger, however, 
and shoe stocks continued to be much larger than in
1926.

Commodity

Percentage 
Change 

November 1927 
from 

October 1927

Percentage 
Change 

November 1927 
from 

November 1926

Per cent of 
Accounts 

Outstanding 
October 31 
Collected 

in November

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
Month 1927 1926

Groceries........................ —  0.4  
— 40.5 
— 30.5 
— 51.5 
— 11.5

+  8 .6
—  1.4
—  9.1 
— 27.2
—  6.1 
+  0 .6  
+  18.6 
—  5 .8  
+  8 .8  
+  3 .7

+  7 .2 —  4 .2
—  3 .6
—  9 .4  
+  2 .4
—  6.5

+  10.2
—  1.9 
— 15.0
—  0 .5
—  4 .4  
— 23.2 
+  3.7  
+  1.9 
+  15.4 
— 10.9

—  9.3 74.9
33.4

73.6
34.9Men’s clothing..............

Women’s dresses...........
Women’s coats and suits 
Cotton goods— Jobbers 
Cotton goods— Com

mission .......................

—  8 .8 +  11.9 46.4 40.8

50.3
48.8
48.0
46.1

’ ’ 82.0 
63.0

} 28.7

49.2 
45.6
40.3 
46.1

Shoes............................... —  1.6 
—  6.1  
—  3 .7

+ 4 4 .9
— 11.2
— 13.7

Drugs..............................
Hardware.....................
Machine tools*.............
Stationery...................... 72.9

66.2
} 24.4

Paper...............................
Diamonds.......................

}—  3 .8 } +  6.7Jewelry...........................

Weighted average.. . — 16.4 —  4.1 52.8 51.1
* = Reported by the National Machine Tool Builders’ Association.
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Index Numbers o f Production of Manufactures and 
Minerals, Adjusted for Seasonal Variations. 

(1923-25 average ~  100 per cent.)

Wholesale Price Index of United States Bureau of 
Labor Statistics. (1913 average =  100 per cent.)

BJLU0U3 of DOLLARS

Monthly Averages of W eekly Figures for Member 
Banks in 101 Leading Cities. (Latest figures are aver

ages for three weekly report dates in December.)

Reserve Bank Credit: Monthly Averages of Daily 
Figures for 12 Federal Reserve Banks. (Latest 
figures are averages of first 21 days in December.)

Business Conditions in the United States

(Summarized by the Federal Eeserve Board)

INDUSTRIAL activity and freight carloadings declined further in November, 
while retail trade showed more than the usual seasonal increase. The general 

level of wholesale commodity prices after advancing for four months remained 
practically unchanged in October and November.

P roduction

Output of manufactures and minerals was reduced in November, and the 
combined index of production, after adjustments for customary seasonal varia
tions, fell below the 1923-1925 average for the first time since 1924. The 
largest decline was in the output of automobiles owing largely to preparation 
for production of new models. Iron and steel production has also declined 
further and in November was the lowest since 1924. In December, however, 
inquiries for iron and steel increased. Textile mill activity was slightly cur
tailed in November but continued at a higher level than in previous years. 
There were decreases in the production of coal, building materials, and leather 
and shoes. Building contract awards showed seasonal declines in November 
and the first two weeks of December and were slightly smaller than in the 
corresponding period of last year.

The total value of about fifty crops in 1927 is estimated by the Department 
of Agriculture at $8,430,000,000, an increase of $635,000,000 over 1926. The 
greatest increases in value were shown for cotton, corn, barley, and oats, while 
the largest decrease for any individual crop was shown for potatoes. The 
physical quantity of production of the seventeen principal crops was about
2 per cent less than last year but 3 per cent above the average of the last 
ten years.

T rade

Retail trade increased slightly more than is usual in November. Compared 
with a year ago, retail trade of department stores, mail order houses, and 
chain stores was larger, while wholesale trade continued in slightly smaller 
volume in nearly all reporting lines. Freight carloadings declined during 
November and in the early part of December were smaller than in the corre
sponding period for the past four years. There were large decreases in loadings 
of all classes of commodities.

P rices

The general level of wholesale commodity prices, as measured by the index 
of the Bureau of Labor Statistics, after a continuous advance sinee early in 
the summer, remained at practically the same level in November as in October. 
Changes were relatively small in all groups, increases occurring in foods, and 
hides and leather, and decreases in farm products, textiles, fuels, and building 
materials. In the first two weeks of December prices of wheat, cattle, hogs, 
cotton, pig iron, and softwood lumber declined, while those of silk, woolen 
goods, hides, and sole leather advanced.

B a n k  Credit

Between the middle of November and the middle of December total loans 
and investments of member banks in leading cities showed a considerable 
increase, reflecting continued growth in the volume of loans on securities and 
in the banks’ investment holdings. In the same period loans chiefly for com
mercial purposes, which reached a seasonal peak in October, showed a further 
slight decline.

At Federal Reserve Banks the seasonal increase in currency requirements 
and the continued demand for gold for export during the four weeks ended 
December 21 were reflected in a growth in member bank borrowing. At the 
end of this period the total volume of Reserve Bank credit in use was larger 
than on any other date in the past six years.

Somewhat firmer conditions in the money market in December were reflected 
in increased rates on call money. Rates on prime commercial paper and bankers 
acceptances remained unchanged during the month.
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M on ey  M ark et in February

T HE tendency towards firmer money which became 
apparent in January continued into February and 
money rates reached a level generally equal to or 

above the rates prevailing a year ago, as indicated in 
the following table.

Money Rates at New York

Feb. 28, 1927 Jan. 30, 1928 Feb. 28, 1928

Call m oney................................................. *4-4 y2 *3J^-4H
Time money— 90 d a y ............................... 4 ^ -4  H
Prime commercial paper......................... 4 4 4
Bills— 90 day unendorsed........................ 3H -3H 3 H 3M
Treasury certificates and notes.............

Maturing March 15.............................. 3.00 3.45 3.20
Maturing June 15................................. 3.15 3.37 3.30

Federal Reserve Bank of New York—
3Hrediscount rate....................................... 4 4

Federal Reserve Bank of New York—
3 Hbuying rate for 90 day bills................ 3% 3M

*— Prevailing rate for preceding week.

It has thus become evident that the ease in money 
rates which prevailed last autumn has passed. An 
increase in the discount rates of all the Reserve Banks 
during February from 3%  to 4 per cent, has been a 
factor in this change but in addition an analysis of the 
demand for and supply of reserve funds reveals impor
tant changes from the situation of a year ago which are 
shown in the diagram below.

The principal sources of demand for reserve funds 
are currency circulation and the reserve requirements 
of commercial banks. Accompanying reduced industrial
BILLIONS of.'DOLLARS BULLIONS <f DOLLARS
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payrolls and lower commodity prices, approximately 160 
million dollars of currency has been retired from circu
lation in the past year. During that period, however, 
member bank reserve requirements, accompanying the 
rapid expansion of loans and investments, have in
creased by about 160 millions, so that the total demand 
for reserve funds is about the same as a year ago.

Gold movements and production and Federal Reserve 
credit are the two chief sources of reserve funds. The 
third section of the diagram shows that, as a result of 
the substantial earmarking and export movement last 
autumn, the gold stock of the country is now about 220 
millions smaller than a year ago. In order to cover this 
gold loss, the Federal Reserve Banks have been called 
upon to extend about 230 million dollars of credit more 
than a year ago. The form in which this Reserve Bank 
credit has been supplied has been changing gradually 
during the past month; some further reduction of Re
serve Bank security holdings early in the month has been 
followed by a corresponding increase in member bank 
borrowing, as has also the maturing of acceptances from 
Reserve Bank holdings, though these holdings are larger 
than a year ago.

C h a n g e s  i n  M e m b e r  B a n k  C r e d i t

The principal change during the month in commercial 
bank credit has been a substantial reduction in loans on 
securities. The accompanying diagram shows that loans
BiLUONS fDOLLARS
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Loans to Brokers and Dealers in Securities Placed by New York 
City Reporting Banks, and Estimated Loans Directly to 

Customers by All Reporting Member Banks.

to brokers and dealers in securities placed by New York 
City banks for their own account and for correspond
ents, after advancing to a new high level early in Feb
ruary, declined 90 millions in the third week of the 
month, accompanying reductions in security prices, 
though they remained nearly 970 millions higher than a 
year ago. The diagram also indicates that direct loans 
to customers on stocks and bonds have been declining 
rather steadily since the first of the year. During the 
first two weeks of February the amount of these loans 
by all reporting member banks was reduced more than 
100 millions, making a total reduction from the high 
point at the beginning of the year of nearly 270 millions. 
In the third week of February, however, an increase of 
44 millions occurred, but the volume of such loans re
mained the smallest since last May.

Commercial loans made by reporting banks both in 
this district and in other districts showed the beginning 
of the seasonal expansion from the first week of Feb
ruary, several weeks earlier than last year. Conse
quently, the volume of these commercial loans, which at 
the end of December was about the same as a year ago, 
on February 21 was about 100 millions larger than on 
the corresponding date last year.

B i l l  M a r k e t

Following the increase in the discount rate of the New 
York Reserve Bank, and also in the bank’s buying rates 
for bills early in February, open market bill rates were 
generally advanced an additional %  per cent, bringing 
the offering rate for the 90 day maturity temporarily 
to 3%  per cent, or %  per cent higher than a month 
earlier and the highest since last July. A  greatly in
creased demand soon developed, from foreign funds 
seeking investment, so that dealers’ rates for the 60 and 
90 day maturities quickly reverted to 3%  and 3%  per 
cent respectively, the rates which had prevailed just 
before the Federal Reserve discount rate change, and 
dealers’ portfolios were reduced to the lowest levels 
since last July.

The amount of commercial paper outstanding through 
25 dealers showed an increase of 4 per cent during 
January, in accordance with the usual seasonal tendency, 
and, at $577,000,000 on January 31, was 5 per cent 
larger than a year ago. In February, the market was 
moderately active considering the somewhat limited 
supply of new paper that was created, and dealers gen
erally reported that the bank investment demand fully 
and quickly absorbed their offerings. Paper of the large 
well known concerns continued to sell readily at 4 per 
cent; other good names were sold on occasions at 4*4 
per cent.

D iscount R ates A broad

The only change in foreign central bank rates during 
February was the advance by the Norges Bank on the 
2nd of the month to 6 per cent from the 5 per cent 
rate which had been in effect since November 1, 1927. 
A  similar advance from 5 to 6 per cent was made two 
years ago in January and remained in force until the 
middle of April that year.

The discount rates of central banks in the principal 
countries are now as follows:

C o m m e r c ia l  P a p e r  M a r k e t

Per cent Countries
3 y2 France, Sweden, Switzerland
4 Java, United States 

England, Netherlands4%
5 Belgium, Czecho-Slovakia, Denmark, Spain
5% Japan
6 Austria, Finland, Hungary, Jugo-Slavia, 

Norway, Roumania, South Africa
7 Germany, India, Italy
8 Poland, Portugal, Russia

10 Bulgaria, Greece

Foreign Exchange

The gradual strengthening of sterling, which brought 
it on February 23 nearly to the high point of the year, 
was a feature of the foreign exchange market during the 
month. This firmness was shared only by German marks, 
which rose to 23.88 cents. French, Italian, Danish, Nor
wegian, Argentine, and Brazilian rates showed little 
change from last month, and other currencies continued 
the decline begun in January. Dutch guilders eased 
gradually to 40.18 cents, Swedish kronor were quoted 
at 26.84 cents during most of the month, and Swiss 
francs at 19.23 cents. Spanish quotations showed wide 
fluctuations falling from 17.13 cents to 16.91 cents.

Canadian dollars went to a discount of 25/128 of a 
cent and the shipment of gold to this country was re
sumed. The Far Eastern exchanges were also generally 
weak. The rupee dropped to 36.31 cents, but advanced 
later to 36.44. The yen which had reached 46.94 cents 
in January, ranged from 46.77 cents, downward to 46.65 
cents. Chinese rates, after falling to 49.63 cents for 
Hong Kong taels and 62.63 for Shanghai taels, recovered 
to 49.88 cents and 63.38 cents respeetively. Silver prices 
showed a similar trend, reaching 57.38 after a decline 
to 56.63 cents.

A  slight firming of rates was i parent dur
ing the closing days of the mon1
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Gold movements at New York during February were 
appreciably smaller than for some months preceding. 
As the accompanying diagram shows, the heavy outflow 
of gold which accompanied the low money rates of last 
autumn has largely ceased, but, with foreign exchanges 
other than Canadian generally higher than a year ago, 
there has been no net inflow such as occurred in the 
early part of 1927.

G o l d  M o v e m e n t

1919 1920 192! 1922 19Z5 1924 1925 1926 1927 1926

Monthly Net Gold Exports or Imports o f the United States 
(February 1928 .partly estimated).

Imports during the month of February totaled 
$13,200,000, which included $7,400,000 from Canada and 
$5,200,000 from Russia. Exports totaled $24,600,000 
of which Argentina received $12,000,000, France 
$7,500,000, Uruguay $3,000,000, and Venezuela 
$1,300,000, while smaller amounts went to Mexico, 
Germany, and India. The net export of $11,400,000 was 
in part offset by the release of $3,000,000 of gold held 
under earmark, making the net loss about $8,400,000.

Final figures for the country for January show ex
ports of $52,100,000. The only large shipment in addi
tion to those previously reported for the New York and 
St. Lawrence districts was $1,000,000 to Hong Kong. 
Imports totaled $38,300,000, of which $36,760,000 came 
from Canada. The export balance of $13,800,000 was 
reduced by the net release of $5,500,000 from earmark; 
so that the net loss of gold for the month was $8,300,000.

The principal receipts and shipments of gold during 
January and February are summarized below.

Source or 
Destination

January 1-February 29, 1928*

Net
Imports

Net
Exports

$31,800,000

‘ii,800,666’ ' 
15,000,000
4.000.000
6.000.000

$44,100,000

5,200,000
2,000,000
1.900.000
1.400.000

*—February figures are for New York and St. Lawrence districts only.

Security M arkets

Following a temporary rally early in February, stock 
prices in the third week of the month showed the largest 
decline since last October. During this reaction, which 
is shown in the accompanying diagram, representative 
industrial stock averages declined about 5 points, and 
railroad averages at least 2 points. In the final week of 
the month price movements were highly irregular and 
the volume of trading declined considerably.

P R IC E  IN D E X

Prices of 223 Stocks (Standard Statistics Company Index) and 
o f 40 Domestic Bonds (New York Times Average).

The lower line in the diagram indicates that corpora
tion bond prices were maintained at high levels until 
the latter part of February, when a slight decline oc
curred. In the foreign list, price movements were 
similar— a large number of active issues established new 
high points in the first half of the month but subse
quently eased slightly. Liberty Loan bonds showed only 
minor fluctuations, and the four long-term Treasury 
issues recovered about one-half of the loss sustained in 
the last half of January, but still were quoted at prices 
ranging from M> to 1 point below the high levels of the 
first weeks of January.

A  moderately large volume of new securities was 
offered during February. The total was somewhat larger 
than for January, but offerings continued to be below 
last year’s volume, and the total amount of new financ
ing in the first two months of this year was about 
$250,000,000, or 14 per cent smaller than in the corre
sponding period last year. The month was featured by 
a number of stock issues of industrial and public utility 
companies, the total of which was about $85,000,000. 
Foreign financing during the month represented largely 
the refunding at lower coupon rates of bond issues 
floated several years ago carrying 6̂ /2 to 8 per cent 
coupons. Among these refunding issues were three 
large South American issues, a Republic of Finland 
issue, and a French railroad issue.
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E m ploym ent

Reports from employment and relief agencies indicate 
some increase during the past month in the number of 
workers unemployed, and there appears in fact to be 
more serious unemployment in this district than at any 
time since 1921. In interpreting this statement it 
should, however, be noted that the recent reduction in 
business activity is the only important reduction since 
1921, except for a reduction in 1924 which occurred in 
midsummer and partly for that reason was not accom
panied by as extensive unemployment.

Some light on the character and causes of present un
employment is thrown by a survey recently made by the 
New York State Industrial Commissioner. This survey 
indicates that a considerable part of the unemployment 
in New York City is due to an influx of non-residents, 
some of which probably represents the usual migration 
to the city of men engaged at other times of the year in 
farm work, or road building and other construction 
work, and some of which probably arises from the cur
tailment of manufacturing and coal mining in nearby 
states. Due to the mild winter there has been a much 
smaller amount of snow shoveling and other temporary 
work to give employment to casual labor of this sort. 
Reports of relief agencies indicate that the present un
employment is more largely among migratory casual 
labor than among permanent residents. The increase in 
the needs for family relief has been considerably smaller 
than the increase in the care for homeless men.

Some unemployment of residents is attributed to the 
poor season which has been experienced by the garment 
trades. In nearly all cities of New York State more 
than the usual seasonal unemployment among building

PER CENT

Ratio o f Workers Called for to Registrations for Employment at 
New York State Employment Offices.

workers is reported; although the total of building con
tracts has remained large, a considerable part of the new 
projects has been of a type that provides little work 
for building craftsmen.

Evidence of the present scarcity of work appears in 
the ratio of orders for workers to applications for em
ployment at New York State employment offices, which 
is shown in the first of the accompanying diagrams. The 
ratios shown in this diagram cannot be taken as an accu
rate measure of employment opportunities, but serve as 
an indicator of the general tendencies; in January for 
the first time since the records were started in 1916, 
there were more than two applicants for each available 
job, but this does not show the real extent of unem
ployment, because of the fact that many of the jobless 
do not register when there appears to be little chance 
of obtaining work. In the first three weeks of February 
the labor demand ratio declined even further, but the 
decline is attributed to an increase in the numjber of 
applications for work, due to the publicity given to the 
State ’s inquiry and discussion of relief measures, rather 
than to a further reduction in the amount of work 
available.

The second diagram indicates that a further reduction 
in factory employment occurred in January, and indi
cates further that in the past nine years factory em
ployment has failed to expand in proportion to the 
increase in factory production by a wide margin. The 
lines in this diagram represent the Federal Reserve 
Board’s indexes of factory employment and of produc
tion in leading manufacturing industries. Both series 
are based on partial representations of manufacturing, 
not identical for the two series, but the complete census 
of manufactures which is taken every two years supports
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the conclusion that, through efficiencies of one sort or 
another, factory output per worker has been increased 
and thus the same or larger output achieved with a 
reduced number of workers. In the absence of any 
considerable amount of unemployment until recent 
months, it has been evident, however, that the reduced 
opportunities for employment in factories have been 
largely offset by increased opportunities for employment 
in other lines such as building, the radio industry, and 
automobile service and filling stations, and it seems 
probable that recent unemployment reflects temporary 
conditions in manufacturing, mining, and building more 
largely than this longer time tendency.

Production

Production in leading industries showed an increase 
in January after allowance for the usual seasonal varia
tion, and, for the first time since last June, reached a 
level about the same as that of the preceding year. The 
outstanding features of the month were large increases 
in the production of automobiles, tires, and steel ingots 
and in silk consumption. While these were exceptional 
cases, some increase seems to have been rather general; 
of the 30 production indexes now available, only 8 
showed declines for the month, while 17 advanced.

In February, steel mill operations were expanded fur
ther, but the rate of increase diminished considerably 
toward the end of the month, and purchases also slack
ened. The number employed in Detroit factories con
tinued to increase, though at a slower rate, and 
remained larger than last year, but was nearly 40,000 
below the level of February 1926; and it was reported 
that the increase in automobile production had not been 
so large as was predicted at the first of the year. The
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Monthly Production o f Passenger Automobiles in the United States.

curtailment in the production of cotton goods which 
began in December continued throughout February. 
Production and sales of silk goods, however, were re
ported to be continuing at the high level of January.

This bank’s indexes of production, which are adjusted 
for seasonal variations and for year-to-year growth, are 
shown below.

(Computed trend of past years= 100 per cent)

1927
1928

Jan. Nov. Dec.
Jan.

Producers’ Goods
104 88 91 95

Steel ingots.................................................... 99 84 94 101
Cotton consumption.................................... 98 108 97 94
Cotton movement........................................ 118 82 66 67
Woolen mill activity*.................................. 95 96 90 89p

131Silk consumption*........................................ 125 117 115
119 116 114

Bituminous coa l............................................ 111 78 79 84
105 91 93 99
97r 97r 98r 98p

97Copper, U. S. mines.................................... 109 102 97
112 106 100 100
102 100 102 90

Tin deliveries................................................. 108 99 75 90
Leather sole.................................................. 91 110 104r 97

124 120 129 142
Paper total.................................................... 99 103r 101 99p

104p

103

107 100 100

Consumers' Goods
Hogs slaughtered.......................................... 87 85 89
Cattle slaughtered........................................ 100 97 87 89
Sheep slaughtered......................................... 106 104 103 108
Calves slaughtered....................................... 105 95 100 95
Farm produce shipped................................ 95 96 93
Wheat receipts.............................................. 97 106 77
Corn receipts................................................. 69 87 110
Wheat flour.................................................... 94 98 99 io i
Sugar meltings U. S. ports....................... 106 103 119 112

107 100 99
Anthracite coal............................................. 96 102 84 *84

103 93 94 89
Printing activity........................................... 102 102 102
Tobacco products......................................... 101 106 101 io s
Boots and shoes............................................ 90 96 91 91p

106 101 99 109p
Automobile passenger................................ 103 50 54 100
Automobile truck........................................ 136 71 86r 88

♦“ Seasonal variation not allowed for. p=Preliminary r=*Revised

Monthly Production of Steel Ingots in the United States and 
Unfilled Orders o f the U. S. Steel Corporation.
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Exports of merchandise increased slightly from De
cember to January, contrary to the usual seasonal ten
dency, and with a value of $411,000,000, were close to 
the average for January in the past four years. Imports 
of $338,000,000 showed the usual small increase, but 
were the smallest for the month of January since 1924.

Cotton exports declined further in January, but were 
nearly equal in value to those of a year ago, although 
the quantity was one-third smaller; grain shipments also 
showed a seasonal decline and were somewhat smaller 
than last year in value. Automobile exports, however, 
exceeded those of a year ago, both in number and in 
value.

Crude rubber imports in January were much larger 
than in December and were second only to the unusually 
large imports of April 1927. The quantity of silk re
ceived during the month remained somewhat smaller 
than a year ago, while coffee imports continued larger.

F o r e i g n  T r a d e

Building

Construction contracts awarded during January in 
the 37 states east of the Rockies from which reports are 
received by the F. W . Dodge Corporation were 11 per 
cent larger than a year ago, and were the second largest 
for any January on record. All districts, with the ex
ception of the Philadelphia and Pittsburgh districts, re
ported substantial increases over last year. Residential 
building contracts were 15 per cent larger than a year 
ago, the largest increase since early in 1926, and projects 
for industrial, educational building, and public works 
and utilities also were larger than in January 1927. 
The increase in residential building was to a considerable 
extent concentrated in the Chicago and Boston districts. 
During the first half of February, the value of contracts 
awarded was slightly smaller than for the corresponding 
period of February 1927.

In the New York and Northern New Jersey district, 
the percentage increase over January of last year was 
nearly as large as for all reporting districts combined, 
and the contract volume was slightly larger than in 
December, contrary to the usual seasonal tendency. All 
classes of construction work, excepting commercial build
ing, were larger than last year, but the chief increase was 
in engineering and public works projects.

Building permit values which largely exclude con
struction of public works and engineering developments, 
also showed an increase in January. The S. W . Straus & 
Company report of building permits issued in 517 cities 
throughout the country, indicates a January total 8 per 
cent larger than a year ago, following continuous declines 
compared with the previous year in each month since 
February 1927.

Indexes of Business A ctivity

After seasonal changes have been taken into consid
eration it appears that primary distribution of goods 
recovered in January a part of the December decline, 
but remained considerably below the level of last year. 
In February average daily carloadings of merchandise 
and miscellaneous freight have shown about the usual 
seasonal increase, and loadings of bulk freight the usual 
decrease.

Retail trade declined sharply in January even after 
allowance for the usual seasonal change; the index of 
department store sales was the lowest since last May, 
and other indexes of distribution to consumers showed 
rather substantial declines.

January indexes of business activity in percentages of 
the computed trend, with allowance for seasonal varia
tions, and, when necessary, for price changes, are com
pared below with figures for recent months and a year ago.

(Computed trend of past years =*100 per cent)

1927
1928

Jan. N ov. Dee.
Jan.

Primary Distribution
Car loadings, merchandise and miso___ 106 100 95 102Car loadings, other..................................... 105 86 86 93

90 90 78 85p
114 113 104r 103pPanama Canal traffic................................. 88 95 88 85Wholesale trader......................................... 97r 97r 96r

Distribution to Consumer
Department store sales, 2nd D ist........... 104 106 108 99pChain grocery sales.................................... 99 103 104Other chain store sales.............................. 101 105 107 98Mail order sales........................................... 96 102 119 96Life insurance paid fo r .............................. 103 106 107 98

100 100 97 87
General Business Activity

Bank debits, outside of N. Y . C ity r .. . . 106r 106r 106r 107Bank debits. New York C ityr................. 123r 134r 138r 142Velocity of bank deposits, outside of
New York C ity ....................................... 108 106 104 109Velocity of bank deposits, New York

127 135 136 140Shares sold on N.Y. Stock Exchanger.. . . 146r 179r 228r 234Postal receipts............................................. 94 94 98 88Electric power............................................. 103 103 102
Employment in the United States......... 100 96 95 *95
Business failures.......................................... 101 106 108 108
Building contracts...................................... 127 126 138 140
New corporations formed in N. Y . State 114 116 116 117
Real estate transfers.................................. 97 94 95
General price levelr.................................... 170r 173r 174r 173
Composite index of wages......................... 221 220 223 221

Preliminary r—Revised

D epartm ent Store T rade

January sales of leading department stores in this 
district were 3 per cent smaller than a year ago, whereas 
there has been an average year-to-year increase of at 
least 4 per cent in recent years. Lower prices this year 
probably account for a part, but not all of the January 
decline. As the following table shows, conditions varied 
considerably in the different localities within the district.

Apparel store sales showed a substantial increase over
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January 1927, and mail order houses continued to report 
somewhat larger sales than a year previous, though the 
increase was smaller in January than in December.

Collections on charge accounts continued at a higher 
rate than a year ago in most localities for which an 
adequate number of reports were available. Stocks of 
merchandise at the end of January remained smaller 
than a year ago, but due to the relatively small sales, 
the rate of stock turnover for the month was slightly 
lower than in January 1927.

Locality

New Y ork ......................................
Buffalo............................................
Rochester.......................................
Syracuse.........................................
Newark...........................................
Bridgeport.....................................
Elsewhere.......................................

Northern New York S ta te .. .  
Central New York State. . . . 
Southern New York S ta te .. .  
Hudson River Valley District
Capital D istrict........................
Westchester District...............

All department stores.................

Apparel stores...............................
Mail order houses........................

Percentage 
Change 

January 1928 
from January 

1927

Net
Sales

—  4 .2
—  1.5 + 0.8
—  4.1
—  0 .4
—  7.9  
+  5 .8  
+  7 .4

0
—  7.7  
+  4 .2  +21.6 
+ 1 2 .9

—  3 .0

+  5 .0  
+  3 .6

Stock on 
hand 

end of 
month

—  3.4  
+  4 .0
—  2 .3
—  9 .5  
+ 1.1
—  3 .6
—  3.3

—  2 .5

+  3.9

Per cent ofj 
Charge 

Accounts 
Outstanding 
December 31 
Collected in 

January

1927

47.0
52.6
44.8

5 i ’.7

37!4

48.0

45.8

1928

55.1
61.0
45.8

49 '.7

39.4

52.5

51.4

Shoes............... . ..........................................
Books and stationery..............................
Home furnishings.....................................
Luggage and other leather goods.........
Toilet articles and drugs.........................
Hosiery........................................................
Toys and sporting goods........................
Linens and handkerchiefs.......................
Furniture....................................................
Women’s and Misses’ ready-to-wear. . 
Women’s ready-to-wear accessories. . .
Silverware and jewelry............................
Musical instruments and radio.............
Men’s furnishings.....................................
Cotton goods.............................................
Silks and velvets.......................................
Woolen goods.............................................
Men’s and boys’ wear..............................
Miscellaneous.............................................

Net Sales 
Percentage Change 

January 1928 
from January 1927

+10.2 
+  9 .3  
+  7 .8  
+  6 .7  
+  5 .3  
+  1.7 
+  1.4 + 0.6 
+  0 .5
—  0 .3
—  0 .9— 2.1
—  2.4
—  3 .3
—  3 .8— 6.0 
— 13.1 
— 21.9 
—  7 .0

Stock on Hand 
Percentage Change 
January 31, 1928 

from Jan. 31, 1927

+ 15 .1
—  5.8  
+  5.4 
— 22.4
—  0 .3  + 6.6
—  4.3  + 0.2 + 0.1
—  3.4
—  0 .3
—  2.4 
— 51.7 
+  0 .90
+  6.9  
— 17.2 +12.0
—  6.3

in total sales. The expansion in the number of units 
operated by grocery chains is proceeding somewhat less 
rapidly than a year ago, but the volume of business 
continues to show a large increase each month. Five 
and ten cent store, shoe, and candy chains have increased 
the number of stores considerably during the past year, 
but the increase in volume of sales in January was not 
correspondingly large.

Percentage Change 
January 1928 from January 1927

Type of Store
Number

of
Stores

Total
Sales

Sales
per

Store

+  7 .4 + 2 0 .4 + 1 2 .2
+  9 .4 +  7.1 —  2 .2
+  3.1 +  1.2 —  1.9
+  0 .8 —  6 .8 —  7 .6
+  8 .2 +  5 .5 —  2.5
+ 2 4 .6 + 2 1 .6 —  2.4
+  8 .3 +  0 .9 —  6 .8

T otal............................................ +  7 .3 + 1 5 .5 +  7 .7

The following table indicates that among the principal 
departments shoe sales showed the largest increase over 
last year, while sales in most of the apparel and yard- 
goods departments showed decreases.

W holesale Trade

Total sales of reporting wholesale dealers in this dis
trict were larger than a year previous in January for 
the first time since last August. The most important 
development was a large increase in orders for machine 
tools. In the past such an increase has usually preceded 
or accompanied an expansion of industrial activity. 
Substantial increases were reported also in sales of 
men’s clothing, drugs, and diamonds, and moderate in
creases in cotton goods, silk goods, shoes, paper, and 
jewelry. Decreases continued to be reported in sales of 
groceries and hardware, but were the smallest in several 
months.

Collections on outstanding accounts continued at 
about the same rates as a year ago. Stocks held by 
dealers in shoes, cotton goods, and jewelry and diamonds 
remained substantially larger than last year, but stocks 
of grocery, drug, and hardware dealers were somewhat 
smaller.

Commodity

Chain Store Sales

Reports of leading chain store organizations, as well 
as department stores, indicated rather slow retail trade 
in January. Total sales in most lines continued larger 
than a year previous, but sales per store were smaller 
than in January 1927 in all lines except groceries.

Variety stores continue to lead in the rate of growth, 
measured either by the increase in number of stores or

Groceries..................
Men’s clothing........
W omen’s dresses...  
W omen’s coats and

suits......................
Cotton goods— Job

bers.......................
Cotton goods—Com

mission .................
Silk goods................
Shoes.........................
Drugs........................
Hardware.................
Machine tools*. . . .
Stationery................
Paper........................
Diamonds................
Jewelry.....................

Weighted Average..

Percentage 
Change 

January 1928 
from 

December 1927

Net
Sales

—  4 .7  
+  60.5 
+  33.1

+103 .9

—  16.6

—  9 .9  
+  30.3
—  40.3 
+  27.4
—  34.4 
+  28.8
—  1.5 
+  5 .3  
+  23.7
—  64.2

+  19.8

Stock 
end of 
month

— 2.8

+  6 .9

+ 1 4 .6
+ 1 3 .9
+ 30 .9

—  4 .6

Percentage 
Change 

January 1928 
from 

January 1927

Net
Sales

—  2.9 
+ 1 7 .5  
— 20.3

— 1.6 
+  2 .3

—  6 .4  
+ 2.8 
+  3 .8  +10.2
—  3.2  
+ 7 7 .6
—  9 .6  
+ 2.1 
+ 1 3 .6  
+  5 .4

+  3.8

Stock 
end of 
month

— 10.5

Per cent of 
Accounts 

Outstanding 
December 31, 

Collected 
in January

1928

72.8
49.8

+ 1 4 .7 31.1 32.1

50.3 ’ 52 ‘.4
+ 21 .1 37.1 35.0
—  1.3 47.8 44.1
—  4 .6 45.4 43.0

* 74. 8 73! 2
69.4 66.4

► +  5 .3 } 53,4 } 48.3

54.9

1927

73.0
52.2

54.6

* Reported by the National Machine Tool Builders’ Association.
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and Minerals, Adjusted for Seasonal Vari
ations (1923-25 average =  100 per cent).

American Railway Association, Adjusted 
for Seasonal Variations (1923-25

1924 1925 1926 1927 1928 
Reserve Bank Credits Monthly Averages of 

Daily Figures for 12 Federal Reserve 
Banks (Latest figures are averages of 

first 22 days in February).
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Weekly Rates in the New York Money Market.

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production and shipments of commodities by railroads increased 
considerably in January from the low point reached at the end of 1927. 

The general level of wholesale commodity prices showed a slight decline.
P r o d u c t io n

The increase of 6 per cent in industrial production from December to January 
reflected a larger output of manufactures, particularly of iron and steel and 
automobiles. Daily average production of steel ingots increased by over 25 
per cent in January— the largest monthly increase since 1924. Buying of steel 
products by the railroads, and by the automobile and construction industries 
was also active in January, and notwithstanding the large volume of production 
and shipments, unfilled orders showed an increase during the month. Since 
the first of February production of steel products has continued active with 
new orders and shipments more nearly in balance than in previous months. 
Automobile production, which in December was in smallest volume since 1922, 
increased considerably in January and was only slightly smaller than in the 
same month of the preceding year. Cotton consumption showed about the 
usual seasonal increase in January following substantial curtailment in 
December and the woolen and silk industries were somewhat more active than 
in December. Production of minerals, after adjustment for customary seasonal 
changes, was in practically the same volume in January as in December. 
Building contracts awarded in January exceeded those for the corresponding 
month of last year and awards during the first half of February were in 
practically the same volume as a year ago.

T r a d e

Sales of department stores showed more than the usual seasonal decline in 
January from the high levels reached in December and averaged slightly smaller 
than in January of last year. Sales of mail order houses, on the other hand, 
were about 6 per cent larger than a year ago. Wholesale trade in nine leading 
lines averaged larger than in January of last year. Stocks of groceries and 
hardware carried by wholesale firms were smaller than a year ago, but reports 
in other lines indicated that stocks were somewhat larger.

Freight car loadings for all groups of commodities were larger in January 
than in December—the increase being particularly large for miscellaneous 
commodities. Compared with January of last year, however, loadings of all 
classes of commodities, except livestock, were smaller.

P r ic e s

The Bureau of Labor Statistics index number of wholesale commodity prices 
declined from 96.8 per cent of the 1926 average in December to 96.3 per cent in 
January. Prices of farm and hide and leather products increased, while prices 
of meats and dairy products, textiles, fuels, nonferrous metals, and rubber 
declined. During the first two weeks of February, prices of grains, cotton, silk, 
and wool advanced, while those of cattle, sugar, and rubber declined.

B a n k  C r e d it

For the four weeks ended February 15 total loans and investments of member 
banks in leading cities showed a decline of more than $200,000,000, the decline 
being almost entirely in loans on securities. From the peak at the turn of the 
year this class of loans decreased by nearly $460,000,000. Loans for commercial 
purposes, after a further decline in January, showed a seasonal increase in the 
first two weeks of February. The decline in the volume of loans since the first 
of the year has been accompanied by a corresponding decline in net demand 
deposits, while time deposits have continued to increase.

At the Reserve Banks the total volume of member bank borrowing declined 
seasonally during the opening weeks of the year and reached a low point 
on January 25, but increased by about $70,000,000 between that date and 
February 21. This increase in discounts accompanied smaller reductions in the 
Reserve Banks’ holdings of United States securities and acceptances, and the 
total volume of Reserve Bank credit in use showed an increase for the four weeks.

During the four weeks ended February 21 a firmer tendency in the money 
market was indicated by increased rates on call and time loans and by a 
further increase from 3% per cent to 3% per cent in the rate on 90-day 
bankers acceptances. Between January 25 and February 21 discount rates at 
eleven Federal Reserve Banks were advanced from 3%  to 4 per cent.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1, 1928



MONTHLY REVIEW
o f  C r e d it  a n d  B u s in e s s  C o n d it io n s

Second Federal Reserve District
Federal Eeserve Agent Federal Reserve Bank, New York April 1, 1928

M o n ey  M ark et in M arch

M ONEY rates continued to rise gradually in March. 
One factor was a renewed gold export movement, 
which in the first 28 days of March amounted to 

92 million dollars, more than one-third of which, how
ever, represented gold that had been taken out of the 
gold stock of this country previously through earmark
ing transactions. The other principal factor was an 
expansion of bank loans. As a result of these influences, 
open market money rates at the end of March were 
slightly higher than a month previous or at the end of 
March last year.

Money Rates at New York

Mar. 30, 1927 Feb. 28, 1928 Mar. 30, 1928

Call m oney................................................. *4H

4 -4 H
3 H

3.31
3.36

4

3 H

*4M
4
3 K
3.30
3.28

4

3M

* 4 ^ -5  
4%  
4-4 M 
3M
3.24
3.33

4

3 H

Time money— 90 d a y ..............................
Prime commercial paper.........................
Bills— 90 day unindorsed.......................
Treasury certificates and notes

Maturing June 15.................................
Maturing December 15.......................

Federal Reserve Bank of New York—
rediscount rate......................................

Federal Reserve Bank of New York—  
buying rate for 90 day bills...............

♦Prevailing rate for preceding week

An important element in the March credit expansion 
was a substantial seasonal increase in commercial loans.
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The increase since the beginning of February, as the 
first diagram below indicates, has been much larger than 
last year, apparently reflecting increasing industrial 
activity; in fact, the increase in commercial loans this 
year has been larger than in the corresponding period 
of any year since 1923. On March 21, these loans were 
160 million dollars larger than at the same time in 1927. 
This increase follows a period during which commercial 
loans were little, if any, above the preceding year.

The second diagram indicates that the financing of 
trade through acceptances also is considerably higher 
than a year ago. A  large part of the increased amount 
of outstanding acceptances is being carried by foreign 
funds invested in this market and thus does not appear 
in the loans and investments of domestic banks. Reports 
by the American Acceptance Council indicate that a con
siderable part of the increase in outstandings represents 
the financing of goods stored in or shipped between 
foreign countries or of American goods exported to for
eign countries. A  somewhat smaller part of the increase 
during the year represents the financing through the 
bill market of import trade and the domestic storage 
of goods.

L o a n s  o n  S e c u r i t i e s

Loans of reporting member banks, secured by stocks 
and bonds, showed some increase in March, accompany
ing an unusually large volume of trading in securities 
and an advance in stock prices to new high levels. The
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Outstanding Bankers Acceptances Reported by the American 
Acceptance Council.
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amount of these loans outstanding on March 21, though 
below the first of the year levels, was 700 million dollars, 
or 12 per cent, larger than a year previous. The entire 
reduction since the first of the year has been in the loans 
of New York City banks; security loans of reporting 
banks outside of New York on March 21 equaled the 
highest level previously reached. In addition, loans to 
brokers and dealers in securities placed by New York 
reporting banks for interests other than banks have 
increased 360 million since the beginning of January and 
are about 450 million larger than a year ago.

T r e a s u r y  T a x  P e r i o d  O p e r a t i o n s  

Large disbursements and collections were made by the 
Reserve Banks for the Treasury around the March 15 
tax period, without material effect on the money market. 
Redemptions of maturing certificates amounted to 514 
million dollars, of which approximately 400 million were 
redeemed in New York; income tax collections in this 
district up to March 28 totaled 170 million dollars; and 
interest payments here were about 35 million. The sub
stantial excess of disbursements over collections was 
covered in the usual manner by day-to-day special 
Treasury certificates of indebtedness issued to the Fed
eral Reserve Bank of New York, which were gradually 
reduced, and within a week entirely paid off by income 
tax collections here and the transfer from other dis
tricts of funds obtained through tax collections.

The excess of Treasury payments over collections in 
this district was temporarily prevented from creating 
a surplus of funds in the money market by the sale for 
one day of a $115,000,000 participation in the Treasury 
special certificate of indebtedness, and by deferring for 
a few days purchases of securities to replace securities 
matured or sold on March 15 from the holdings of the 
Federal Reserve System. Within a week after the 15th, 
tax collections in this district and the withdrawal of 
funds from New York to replace tax collections in other 
districts had proceeded in sufficient volume to absorb 
the surplus funds.

B i l l  M a r k e t  

The supply of new bills offered to the market was 
maintained in large volume in March and was slightly 
in excess of the amount of buying orders received by the 
dealers. The investment demand, while fairly steady, 
was of moderate proportions and took the form chiefly 
of buying for foreign account. These conditions re
sulted in an increase in open market portfolios, which 
by the end of the month were the largest since early 
in January. Market rates for bills were unchanged 
during most of the month, but were advanced %  to ^  
near the end of the month, and the 90 day maturity was 
offered at 3%  per cent.

C o m m e r c i a l  P a p e r  M a r k e t  

Commercial paper rates advanced somewhat in March, 
and prime names were generally sold at a range of 4 
to 4 %  per cent. The investment demand continued 
moderately active until after the middle of the month 
when dealers reported a lack of inquiry. Notwith
standing the reduced volume of sales, dealers’ lists of 
paper remained quite moderate, reflecting the small 
amounts of new borrowing by users of the open market. 
This condition is similar to that of February, when 
outstandings through 25 dealers declined 1%  per cent

to $567,000,000 at the end of the month, an amount 
nearly 2 per cent smaller than a year ago, following 
increases over the previous year in each of the preced
ing four months.

G old M ovem en t
The outflow of gold during March exceeded that of 

any previous month in the history of the country; 
slightly over $93,000,000 was exported through the Port 
of New York alone. Of this amount, however, $35,800,000 
was gold previously earmarked and so the net loss of 
funds to the money market from this cause was slightly 
over $56,600,000, which is substantially less than the net 
loss in either November or December of last year. Exports 
to Argentina continued during March; the movement to 
Brazil was renewed; a large transfer of earmarked gold 
was made to France; there was a substantial flow of 
gold to Germany; and smaller shipments went to Italy, 
Poland, and England. The import movement at New 
York was negligible, comprising chiefly miscellaneous 
small receipts from Latin American countries.

Final reports for the entire country for February 
showed exports amounting to $25,776,000 and imports 
of $14,686,000, resulting in a net export of $11,090,000. 
This amount was partly offset by the release of $3,000,- 
000 of earmarked gold; so that the net loss for the month 
was $8,090,000, as compared with a net loss of $8,270,000 
in January.

Since the beginning of the export movement last Sep
tember the United States has lost $300,000,000 net of 
gold through export movements and earmarkings. One- 
third of the exported metal, $113,000,000, has gone to 
Argentina, in addition to substantial amounts shipped 
to that country from London and South Africa. France 
and Brazil together have taken one-half of the re
mainder. The Canadian movement during this period 
has resulted in a net inflow of over $30,000,000.

(In thousands of dollars)

Source or 
Destination

U N IT E D  STATES

September 1, 1927 
to

February 29, 1928

PORT OF 
NEW  YO RK *

March 1— 28, 1928

TOTAL*

September 1, 1927 
to

March 28, 1928

Imports Exports Imports Exports Imports Exports

Argentina................... 93,140 19,700 112,840
Australia.................... 9,746 9*746
Belgium ...................... 4,200

44,810
4,301
1,286

25,348
5,018

4,206
53,314
4,301
1,286

25,348
5,018

B razil.......................... 8*504
British India.............
British M alaya.........
Canada.......................
China and Hong Kong 
Ecuador......................

56,797

1,646
36

56,797

1,646
36France........................ 25,666

315
35,799
21,156

3,000
131
371

60,799
21,471

3.000 
1,562 
3,776

12,055
8 .0 0 0

Germany....................
Ita ly ............................
Java and M adura.. 
M exico........................

* 5
616

2,674
l ‘,43i
3,405 *i30

* ‘ *5
616

2,804
Netherlands............... 12,055

5,000Poland........................ 3*666
Russia......................... 5,200

32
5 ,2 6 6

32
11

Sweden........................ 1*027
8,548
8 ,0 0 0
3,100

134

1,027
9,568
8 ,0 0 0
3,510

134

United K ingdom .. . .  
Uruguay................... ..

11 1 ,6 2 6

Venezuela................... *238 ” 72 *4io 3 io
All other..................... 3,552 445 3,997

Total....................... 80,553 246,118 647 93,091 81,200 339,209

Earmarked Account. 26,700t 100,7011 38,799f 3f000t 65,4991 103,701*

Total....................... 107,253 346,819 39,446 96,091 146,699 442,910

♦Preliminary. tGoldj released from earmark. {Additional gold earmarked.
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FEDERAL RESERVE AGENT AT NEW YOM i?

Foreign Exchange Rates at New York in 1928, Compared with 1927 (Heavy line represents 1928 figures; light line represents 1927 figures).

The foregoing table sets forth by countries the prin- Security M arkets
cipal gold movements since September 1, 1927, together — — ---------------------
with the totals of earmarking transactions. Although 
the import of about $5,000,000 from Russia last month 
is included in the report of gold movements, it has not 
been added to the gold stock of the cbuntry through 
purchase by the Assay Office or the Reserve Bank.

Foreign Exchange

Sterling exchange continued strong during March, 
and a shipment of $1,000,000 of gold was made to Eng
land on March 21. German marks at 23.92 cents again 
reached the high point of December. The Scandinavian 
exchanges were likewise stronger, Swedish and Danish 
rates rising above par and Norwegian quotations ad
vancing to 26.71 cents, as compared with an average of 
26.61 cents during February. Dutch guilders advanced 
to 40.25 cents and Swiss francs to 19.27 cents. French, 
Italian, and Belgian rates showed little change, but the 
Spanish peseta continued to decline, falling as low as 
16.75 cents.

In the Far East, rates on Hong Kong and Calcutta 
showed little change during the greater part of March 
from the previous month, but the Japanese yen made 
a notable advance from 46.73 cents at the close of Feb
ruary to 47.82 cents on March 27, the highest point 
since the reaction caused by the banking crisis last May.

The Canadian dollar went to a premium on March 14 
for the first time since December 2. South American 
rates continued strong throughout the month. The 
Argentine peso was quoted at 42.65 to 42.67 cents and 
the Brazilian milreis at 12.04 to 12.07 cents, the latter 
being the highest rate since December 1926.

The above diagram indicates the strength of foreign 
exchanges compared with last year.

D iscount Rate> Abroad

Two reductions in the discount rates of central banks 
were made during March. On the 5th, the Bank of Italy 
lowered its rate to 6%  per cent from the 7 per cent 
rate which had been in effect since June 1925. A  rate 
of 5%  per cent was adopted by the Bank of Norway 
on March 27, following an increase from 5 to 6 per 
cent on February 2.

An exceptionally active and strong stock market de
veloped in March, following the irregular decline of 
January and February. The turnover for the month 
was the largest on record, with trading on a number of 
days close to or above 4,000,000 shares. The entire in
dustrial list moved irregularly higher throughout the 
period, and, toward the end of the month, representative 
price averages were up 11 to 24 points from the lowest 
points of February to higher levels than were ever 
before attained. Railroad stocks also shared in the 
advance with an average gain of about 8 points from 
the February lows, but remained several points below 
the high levels of the autumn of 1927.

Corporation bonds were fairly steady in March; prices 
eased slightly further early in the month, but a subse
quent recovery occurred which carried average prices 
close to the highest points of the previous two months. 
Foreign bonds as a class were firm, and a substantial 
proportion of the active issues sold at the highest prices 
of the year. Liberty Loan issues showed net declines 
for the month, while Treasury long-term bonds ad
vanced; near the end of the month the Government list 
as a whole was about %  point below the highest levels 
of the year.

Following a reduction in the volume of new financing 
during the first two months of the year, securities offer
ings in March increased to the largest volume since 
December, and were considerably larger than in March
1927. The increase was primarily due to the flotation 
of a number of large issues, including principally 
$100,000,000 of St. Louis-San Francisco Railway Co. 4 ^  
per cent bonds, and $52,000,000 of City of New York 4 
per cent corporate stock. Both of these issues were for 
the purpose of refunding outstanding obligations. There 
were also two large foreign issues during the month; 
one a consolidation loan of $30,000,000 of the Kingdom 
of Norway; the other the major part of a $35,000,000 
Republic of Colombia loan. For the first three months 
of this year, refunding issues have been in considerably 
larger volume than in the corresponding period last 
year, but the volume of new capital issues appears to 
have been somewhat smaller.
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Merchandise exports showed a seasonal decline in Feb
ruary and the total valuation of 373 million dollars was 
about the same as a year ago. Imports, valued at 353 
million dollars, showed an increase of 15 million over 
January, contrary to the usual seasonal movement, and 
an increase of 42 million over February 1927.

The quantity of cotton shipped abroad continued to 
decline seasonally in February and was almost 400,000 
bales less than last year, and, notwithstanding the 
higher prices this year, the total value appears to have 
been somewhat smaller. Grain exports also were con
siderably smaller than in the previous month, or in Feb
ruary of last year. Exports of passenger automobiles 
increased considerably in number and value over 
January and over a year ago.

The increase in merchandise imports compared with 
last year appears to have been chiefly in receipts of raw 
silk and coffee. The quantity of both of these com
modities received in February was nearly one-third 
larger than last year, and the value also was larger. 
Imports of crude rubber were larger in quantity but 
smaller in value than in February 1927.

Building
Due chiefly to a 34 per cent increase in the New York 

and Northern New Jersey District, awards of building 
contracts in the territory east of the Rockies during 
February were 18 per cent larger than a year ago, and 
were in fact larger than for any February in the past. 
The total reported by the F. W . Dodge Corporation for
37 states was 9 per cent larger in February than in 
January, whereas some decline frequently occurs at this 
season of the year, and this bank’s index of construction 
contracts advanced to the highest level since December
1926, as the accompanying diagram shows.

F o r e i g n 'T r a d e

PERCENT.

Index o f Building Contracts Computed by the Federal Reserve 
Bank o f New York, Adjusted for Seasonal Variations and 

Changes in the Cost o f Construction.

This index shows the level of current building relative 
to the long-term trend of building computed for a period 
of more than 30 years, after adjustment for changes in 
the cost of construction. It indicates that the volume 
of building during most of the past six years has been

above the trend of past years, probably due in part to 
the high per capita income in this country during recent 
years, which has left a larger margin of purchasing 
power, after provision for the necessities of life, than 
in any previous period.

The principal development in February was a large 
increase in residential building; residential contracts 
awarded in this district were nearly twice as large as in 
February of last year, and the total for 37 states was 
47 per cent larger, following an increase in January 
over last year of 15 per cent.

Reports received by S. W . Straus & Company of 
building permits in about 550 cities and towns showed 
an increase of 7 per cent over February 1927, which also 
reflected chiefly the increase in residential building in 
this district. Excluding plans filed in New York City, 
the total for the remaining localities throughout the 
country shows a decline of 9 per cent.

Indexes of Business A ctiv ity

No consistent evidence as to the tendency of general 
business for February is given by this bank’s indexes of 
business activity. The domestic movement of mer
chandise and heavy freight, and the foreign trade of 
this country showed increases, after allowance for the 
usual seasonal variations, and retail trade was more 
active than in January. Life insurance sales also in
creased substantially, and there was a considerable rise 
in our index of new incorporations. The indexes of 
bank debits, both in New York City and elsewhere 
throughout the country, declined, however, and busi
ness failures were more numerous than in January, after 
seasonal adjustment.

This bank’s indexes, in which allowance is made for 
seasonal variations, year-to-year growth, and price 
changes, are shown below for February, together with 
comparative figures for the two months preceding and a
year ago. (Computed trend of past years=100 per cent)

1927 1928

Feb. Dec. Jan. Feb.

Primary Distribution
Car loadings, merchandise and misc....... 110 95 102 104
Car loadings, other...................................... 107 86 93 96

94 78 85 90p
101 104 102 108p

Panama Canal traffic.................................. 94 88 85 102
Wholesale trade............................................ 99 96 100 102

Distribution to Consumer
Department store sales, 2nd Dist............ 104 108 99 104
Chain groceries sales................................... 98 104 101 103
Other chain store sales............................... 106 107 98 102
Mail order sales........................................ 99 119 96 98
Life insurance paid fo r ................................ 110 107 98 113
Advertising.................................................... 104 97 87 98

General Business Activity
Bank debits, outside of N. Y . C ity ......... 107 106 107 102
Bank debits, New York C ity ................... 124 138 142 135
Velocity of bank deposits outside of

N. Y . C ity ...................................... .. 108 104 109 104
Velocity of bank deposits, N. Y . C ity ... 134 136 140 138
Shares sold on N. Y . Stock Exchange .. 189 228 234 196
Postal receipts............................................... 98 98 88 95
Electric power............................................... 103 102 101
Employment in the United States........... 100 95 95 *96
Business failures........................................... 107 108 108 114
Building contracts....................................... 136 138 140 151
New corporations formed in N. Y . State 116 116 117 127
Heal estate transfers.................................... 102 95 93 101

General price level....................................... 170 174 173 173
Composite index of wages.......................... 221 223 221 221

^Preliminary
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Productive activity in leading industries showed a 
further increase in February from the low levels that 
prevailed at the close of last year. The output of both 
pig iron and steel ingots continued to increase, and our 
indexes, after allowance for the usual seasonal varia
tions, made substantial advances. Automobile produc
tion also increased further, and our combined index of 
the production of both passenger cars and trucks reached 
the highest level since September 1926. Lumber pro
duction showed a further increase of more than seasonal 
proportions, and remained considerably above the level 
of last year; and the index of bituminous coal output 
reached the highest point since A pril 1927, the begin
ning of the strike. There is evidence, moreover, that the 
advance was not confined to these few important indus
tries, for of the 28 production indexes now available 
23 increased while only 5 declined.

In March, steel mill operations have remained at the 
high level of February, and employment at Detroit has 
continued the expansion that has been in progress since 
the first of the year. Current reports indicate that the 
production of petroleum, lumber, and bituminous coal 
is holding at about the recent levels, but that the pro
duction of anthracite coal has shown a slight decline, 
and that cotton mill activity has been curtailed further. 
In general, it appears that, except in the automobile 
industry, productive activity in March did not increase 
as rapidly as in J anuary and February.

This bank’s indexes, in which allowance is made for 
year-to-year growth and for the usual seasonal varia
tions, are shown below.

P r o d u c tio n

( C o m p u t e d  t r e n d  o f  p a s t  y e a r s = 1 0 0  p e r  c e n t )

1 9 2 7 1 9 2 8

F e b . D e c . J a n . F e b .

Producers* Goods
P i g  i r o n ........................................................... 1 0 8 9 1 9 5 1 0 5
S t e e l  i n g o t s .................................................... 1 1 1 9 4 1 0 1 1 1 5
C o t t o n  c o n s u m p t i o n .................................... 1 0 8 9 7 9 4 1 0 4
C o t t o n  m o v e m e n t ...................................... 1 2 4 6 6 6 7 6 5
W o o l e n  m i l l  a c t i v i t y * ................................. 9 2 9 0 8 9 8 8 p
S i l k  c o n s u m p t i o n * ....................................... 1 2 1 1 1 5 1 3 1
P e t r o l e u m ...................................................... 1 2 5 1 1 4 1 1 1
B i t u m i n o u s  c o a l ........................................... 1 1 7 7 9 8 4 * 8 6
C o k e ................................................................ 1 0 2 9 3 9 9 1 0 0
L u m b e r ........................................................... 9 8 9 8 9 8 1 0 4 p

1 0 4C o p p e r ,  U .  S .  m i n e s .................................... 1 0 8 9 7 9 7
L e a d ................................................................ 1 0 8 1 0 0 1 0 0 1 0 8
Z i n c .................................................................. 9 8 1 0 2 9 0 9 3
T i n  d e l i v e r i e s ................................................ 9 4 7 5 9 0 8 8
L e a t h e r ,  s o l e ................................................. 1 0 8 1 0 4 9 7 1 1 3
C e m e n t ........................................................... 9 9 1 2 9 1 4 1 r 1 1 4
P a p e r ,  t o t a l ................................................... 1 0 6 1 0 1 1 0 0 I l O p
W o o d  p u l p ..................................................... 1 0 6 9 9 r 9 9 1 0 8 p

1 2 6
Consumers'  Goods

H o g s  s l a u g h t e r e d ......................................... 7 6 8 9 1 0 3
C a t t l e  s l a u g h t e r e d ....................................... 1 0 6 8 7 8 9 1 0 0
S h e e p  s l a u g h t e r e d ........................................ 1 1 1 1 0 3 1 0 8 1 1 4
C a l v e s  s l a u g h t e r e d ....................................... 1 0 5 1 0 0 9 5 9 8
F a r m  p r o d u c e  s h i p p e d ................................ 1 0 3 9 3 1 0 1
W h e a t  r e c e ip t s .............................................. 9 6 7 7 1 0 8

C o r n  r e c e ip t s ................................................. 7 8 1 1 0 1 0 3
W h e a t  f l o u r ................................................... 9 4 9 9 1 0 1 iih
S u g a r  m e l t i n g s ,  U .  S .  p o r t s ....................... 9 2 1 1 9 1 0 8 r 7 6
G a s o l i n e .......................................................... 1 0 6 9 9 9 3
A n t h r a c i t e  c o a l ............................................. 9 2 8 4 8 4 * 8 5
N e w s p r i n t ...................................................... 1 0 4 9 4 8 9 9 5
P r i n t i n g  a c t i v i t y .......................................... 1 0 4 1 0 2 1 0 5
T o b a c c o  p r o d u c t s ......................................... 1 0 0 1 0 1 1 0 5 i o 7
B o o t s  a n d  s h o e s ............................................ 9 7 9 1 9 2 l O l p
T i r e s ................................................................ 1 0 7 9 9 1 1 1
A u t o m o b i l e ,  p a s s e n g e r ................................ 1 1 9 5 4 1 0 4 r i 2 8
A u t o m o b i l e ,  t r u c k ........................................ 1 1 6 8 6 8 9 r 9 2

♦Seasonal variation not allowed for ^Preliminary rRevised

Commodity Prices
The tendency of this bank’s weekly index of basic 

commodity prices was gradually downward in February 
for the fourth consecutive month. A  further slight de
cline occurred early in March and at 138.6 on March 
10, the index was 5 %  per cent below the 1927 high 
point of 146.6 reached on October 8, but remained 
nearly 8 per cent above the lowest point of last year. 
In the subsequent two weeks there was a moderate 
recovery. The general index of wholesale prices com
puted by the Bureau of Labor Statistics showed prac
tically no change in February following a moderate 
decline from October to J anuary.

In the four months from October to February the 
principal declines in prices were in food products, textile 
products, fuel, and chemicals and drugs. Prices of 
metals and of hides and leather advanced somewhat dur
ing this period, and farm products showed no general 
change, although there were wide fluctuations in a few  
commodities, especially cotton. The upward tendency in 
our basic price index recently has been due chiefly to 
a moderate rise in raw cotton and smaller increases in 
grain prices.

P E R  C E N T

19£4 1925 19£6 19£7 1928
U n it e d  S t a t e s  B u r e a u  o f  L a b o r  S t a t i s t i c s  G e n e r a l  In d e x  o f  

W h o le s a le  P r i c e s  a n d  F e d e r a l  R e s e r v e  B a n k  o f  N e w  Y o r k  
W e e k ly  In d e x  o f  B a s i c  C o m m o d it y  P r i c e s  

( 1 9 1 3 = 1 0 0  p e r  c e n t ) .

Employment and Wages
A fter remaining for two months at the lowest levels 

in several years factory employment in the entire 
country increased 1.7 per cent in February, a slightly  
larger increase than is usual in that month. Our index, 
in which allowance is made for seasonal variations, 
showed an advance for the first time since last June.

In  New York State, factory employment increased 1 
per cent from the low level of January. There were 
increases in the steel, automobile, railway equipment 
and other metal industries, and in clothing and textiles, 
which more than offset seasonal declines, principally in 
the building materials industries. Factory employment 
remained lower than a year ago in a m ajority of indus
tries, however, and the total was about 6 per cent lower.

The ratio of orders for workers to applications for 
employment at New York State employment offices has 
shown an advance of something more than seasonal pro
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portions since the early part of February, but remains 
considerably lower than a year ago. The State E m 
ployment Service reports that there is still a consider
able amount of unemployment, which continues to be 
principally among unskilled workers, and seems to be 
larger in New York City than in the remainder of the 
state. The building trades have not taken as many 
workers as was expected, but there are indications that 
this line is now showing a seasonal upswing. A  sub
stantial improvement in the employment of skilled 
laborers recently, particularly in some of the industrial 
cities upstate, is reported.

The expansion in the total of factory wage payments 
from January to February was slightly smaller than 
the increase in the number employed in New York State, 
but for the country as a whole the increase in total 
wage payments was substantial.

Wholesale Trade
Total February sales of reporting wholesale houses in 

this district showed a small increase over a year ago, 
but after allowance for the extra business day this year, 
the average daily volume of business appears to have 
been slightly smaller. The largest increase over last 
year again was in sales of machine tools, which in the 
past two months have been the largest in several years, 
as the accompanying diagram shows.

1922 1923 1924 1925 1926 1927 1928
M a c h in e  T o o l  O r d e r s  R e p o r t e d  b y  t h e  N a t io n a l  M a c h in e  T o o l  

B u ild e r s *  A s s o c ia t io n .

Moderate increases were reported also in sales of gro
ceries, m en’s clothing, cotton goods, drugs, and paper. 
Sales of women’s clothing showed a substantial seasonal 
increase over January, but remained smaller than last 
year; sales of shoes and diamonds also were consider
ably smaller. Silk goods, jewelry, and hardware sales 
were close to those of a year ago.

Shoe stocks, which had been running substantially 
larger than a year previous, showed less than the usual 
seasonal increase in February, and at the end of the 
month were slightly smaller than a year ago. Grocery 
stocks were considerably smaller than in February 1927, 
but stocks held by cotton goods jobbers were substan
tially larger.

C o m m o d i t y

P e r c e n t a g e  
C h a n g e  

F e b r u a r y  1 9 2 8  
c o m p a r e d  w i t h  
J a n u a r y  1 9 2 8

P e r c e n t a g e  
C h a n g e  

F e b r u a r y  1 9 2 8  
c o m p a r e d  w i t h  
F e b r u a r y  1 9 2 7

P e r  c e n t  o f  
A c c o u n t s  

O u t s t a n d i n g  
J a n u a r y  3 1 ,  
C o l l e c t e d  

i n  F e b r u a r y

N e t
S a le s

S t o c k  
e n d  o f  
m o n t h

N e t
S a l e s

S t o c k  
e n d  o f  
m o n t h 1 9 2 7 1 9 2 8

G r o c e r i e s ........................ —  3 . 0 —  0 . 7 +  3 . 6  
+  3 . 9  

— 1 1 . 2  
—  5 . 2  
+  7 . 6

+  3 . 9  
+  0 . 9  
— 1 5 . 5

—  8 . 1 6 8 . 5 7 1 . 3
M e n ’s  c l o t h i n g .............. + 6 7 . 3

+ 1 9 . 7
+ 4 3 . 6
+ 4 1 . 3

+  9 . 4  
+  0 . 2  
+  5 . 3  
—  9 . 6

4 5 . 1 3 9 . 2
W o m e n ’s  d r e s s e s ...........
W o m e n ’s  c o a t s  a n d  s u i t s  
C o t t o n  g o o d s — J o b b e r s  
C o t t o n  g o o d s — C o m -  .

+  2 * . i + 1 5 1 6 3 0 ‘.4 3 i ‘.5

S i l k  g o o d s ....................... —  4 . 9 * 4 7 . 3 4 8 . 3
S h o e s ............................... +  6 . 4  

+  0 . 3  
+  6 . 9

—  2 . 8 3 6 . 3 3 5 . 0
D r u g s .............................. + 1 0 . 4  

+  0 . 3  
+ 4 0 . 4  
—  3 . 2

—  2 . 0 4 6 . 9 4 4 . 9
H a r d w a r e ....................... +  9 . 4  

—  7 . 8
+  2 . 9 3 9 . 0 4 1 . 8

M a c h i n e  t o o l s * * ...........
S t a t i o n e r y ...................... +  2 . 4  

—  2 . 3
7 7 . 2 7 4 . 5

P a p e r ............................... +  9 . 9  
— 1 1 . 7

7 0 . 6

2 5 . 2

6 6 . 0

2 7 . 6
D i a m o n d s ....................... — 2 2 . 4 } + i ' . i } -  r . sJ e w e l r y ........................... + 1 6 . 8 +  1 . 0

W e ig h t e d  a v e r a g e ......... + 1 7 . 9 +  1 . 2 5 0 . 3 4 9 . 9

♦ Q u a n t i t y  n o t  v a lu e .  R e p o r t e d  b y  t h e  S i l k  A s s o c i a t i o n  o f  A m e r i c a .  
* * R e p o r t e d  b y  t h e  N a t i o n a l  M a c h i n e  T o o l  B u i l d e r s ’ A s s o c i a t i o n .

Department Store Trade
February sales of leading department stores in this 

district averaged 4.6 per cent larger than a year ago, 
apparently due largely to an extra selling day this year. 
The daily rate of sales was approximately the same as 
in February 1927, whereas January sales were 3 per 
cent smaller than last year. Apparel stores sales showed 
an unusually large increase, and mail order houses re
ported somewhat larger increases than in January.

Increases in the rate of stock turnover and in the rate 
of collections, compared with February 1927, appear to 
have been due largely to the extra business day this
year.

L o c a l i t y

P e r c e n t a g e  
C h a n g e  

F e b r u a r y  1 9 2 8  
c o m p a r e d  w i t h  
F e b r u a r y  1 9 2 7

P e r  c e n t  o f  
C h a r g e  

A c c o u n t s  
O u t s t a n d i n g  
J a n u a r y  3 1 ,  
C o l l e c t e d  i n  

F e b r u a r y

N e t
S a l e s

S t o c k  
o n  h a n d  
e n d  o f  
m o n t h 1 9 2 7 1 9 2 8

+  5 . 2 —  1 . 5 4 4 . 7 4 9 . 6
+  1 . 2  
—  3 . 6

+  4 . 8  
+  3 . 1  
+  1 . 3  
+  1 . 8  

—  6 . 5

4 9 . 3 4 9 . 4
R o c h e s t e r ........................................................... 3 7 . 3 4 0 . 2

+  2 . 8  
+  6 . 5  

—  8 . 5
4 5 . 6 4 5 ’.0

+  5 . 1 —  8 . 1 3 0  *.7 ai’.o
N o r t h e r n  N e w  Y o r k  S t a t e ........................ +  9 . 7  

+ 1 3 . 3  
—  2 . 3

C e n t r a l  N e w  Y o r k  S t a t e ............................
S o u t h e r n  N e w  Y o r k  S t a t e .........................
H u d s o n  R i v e r  V a l l e y  D i s t r i c t ................... +  7 . 3  

+  2 . 3  
+ 1 8 . 8

C a p i t a l  D i s t r i c t ............................................
W e s t c h e s t e r  D i s t r i c t ....................................

A l l  d e p a r t m e n t  s t o r e s ...................................... +  4 . 6 —  1 . 0 4 3 . 8 4 6 . 7

A p p a r e l  s t o r e s ................................................... + 1 4 . 6  
+  7 . 4

+  9 . 3 4 3 . 4 4 8 . 0
M a i l  o r d e r  h o u s e s .............................................

The largest increases in department store sales, com
pared with last year, were in books and stationery, 
sporting goods, shoes, and toilet articles and drugs. 
Sales of women’s apparel, furniture, and home furnish
ings also showed moderate gains, but sales of m en’s wear 
and silk goods were slightly smaller than a year ago.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

April 1, 1928



FEDERAL RESERVE AGENT AT NEW YORK 31

B o o k s  a n d  s t a t i o n e r y ..............................
T o y s  a n d  s p o r t i n g  g o o d s ........................
S h o e s ............................................................
T o i l e t  a r t i c l e s  a n d  d r u g s ........................
W o m e n ’s  a n d  M i s s e s ’ r e a d y - t o - w e a r .  .
C o t t o n  g o o d s .............................................
H o m e  f u r n i s h i n g s .....................................
M e n ’s  f u r n i s h i n g s .....................................
H o s i e r y .......................................................
F u r n i t u r e ....................................................
W o m e n ’s  r e a d y - t o - w e a r  a c c e s s o r ie s .  . .
W o o l e n  g o o d s ............................................
L u g g a g e  a n d  o t h e r  le a t h e r  g o o d s .........
S i l v e r w a r e  a n d  j e w e l r y ............................
L i n e n s  a n d  h a n d k e r c h i e f s .......................
M e n ’s  a n d  B o y s ’ w e a r ............................
S i l k s  a n d  v e l v e t s ......................................
M u s i c a l  i n s t r u m e n t s  a n d  r a d i o .............
M i s c e l l a n e o u s ............................................

N e t  S a l e s  
P e r c e n t a g e  C h a n g e  

F e b r u a r y  1 9 2 8  
c o m p a r e d  w i t h  
F e b r u a r y  1 9 2 7

+ 1 6 . 1  
+ 1 3 . 8  +11.0 +10.6 
+  7 . 4  
+  5 . 6  
+  5 . 3  
+  4 . 9  
+  3 . 7  
+  3 . 2  + 2.1 + 2.0 
+  1 . 9  
+  0 . 7  — 0.2

—  1 . 3
—  3 . 2  —22.0— 2.0

S t o c k  o n  H a n d  
P e r c e n t a g e  C h a n g e  
F e b r u a r y  2 9 ,  1 9 2 8  

c o m p a r e d  w i t h  
F e b r u a r y  2 8 ,  1 9 2 7

— 2.2 — 1.2 
+  4.9
— 1.7— 1.0 — 2.2 
+  3.7 
+  3.9 
+  7.4 
+ 1.1
— 5.7 
— 14.0 
—23.8— 1.1 + 2.0 + 8.2
— 7.6 
—36.4
— 4.3

Business Profits in 1927
Earnings reports of 381 industrial and mercantile 

concerns now available indicate that net profits of these 
companies in 1927 averaged about 8 per cent smaller 
than in 1926, but were larger than in any other recent 
year. The reduction in industrial profits from the 1926 
level was due primarily to declines in a few large indus
tries, especially oil and steel. I f  these two groups be 
excluded from the tabulation, the net profits of all other 
manufacturing and commercial companies would show 
some increase in 1927 over the previous year.

Profits in the oil industry were reduced by nearly 
one-half in 1927, reflecting lower prices, and steel com
pany profits declined by about 25 per cent. There were 
also smaller reductions in railroad equipment, motor 
accessories, metal and mining, and building supply com
panies; and the coal companies had a very poor year, 
owing to the strike. The automobile industry as a whole 
showed slightly larger profits in 1927, but when the very 
large earnings of the General Motors Corporation are 
subtracted from  this group, the remaining companies 
show a reduction of 24 per cent from the 1926 figure. 
This figure is exclusive of the Ford Company, which

does not publish statements of earnings. In  other lines 
of business, however, there were equally substantial 
increases; clothing and textile companies reported net 
profits almost twice as large as in 1926 ; leather and 
shoe concerns had an exceptionally good year; rubber 
companies reported profits 50 per cent larger than in 
1926 ; and earnings of chemical and drug companies, 
stores, and miscellaneous companies were all above the 
totals for 1926.

Earnings of telephone companies continued to show 
a steady increase, and other public utilities reported 
even larger increases. Class I  railroads, on the other 
hand, reported net operating income about 12 per cent 
smaller in 1927 than in 1926 and slightly smaller than 
in 1925, reflecting largely the reduction in traffic.

Net earnings of a number of important groups of 
companies for the past three years are shown in the 
diagram below in percentages of the 1926 earnings.

( N e t  p r o f i t s  i n  t h o u s a n d s  o f  d o l l a r s )

C o r p o r a t i o n  G r o u p s
N u m 

b e r 1 9 2 4 1 9 2 5 1 9 2 6 1 9 2 7

S t e e l  c o m p a n i e s ................. 2 6 1 3 7 , 9 1 8 1 7 0 ,7 5 9 2 1 7 , 3 1 3 1 6 3 , 0 1 0
R .  R .  e q u i p m e n t ............... 1 2 2 7 , 8 4 8 1 8 ,0 1 3 4 0 , 5 6 7 3 1 , 5 1 8

3 1 1 5 3 , 6 0 0 2 6 7 , 1 6 4 2 8 7 , 6 2 1 1 5 0 , 3 4 2

M o t o r  a c c e s s o r ie s  (e x c l.
2 2 1 3 5 , 5 9 9 2 6 0 , 1 8 2 2 9 9 , 4 8 1 3 1 4 , 9 7 7

1 8 3 1 , 8 7 2 4 1 , 1 0 2 3 6 , 6 4 7 2 9 , 5 5 4
R u b b e r ................................. 1 1 4 3 , 7 5 5 8 3 , 0 9 8 3 7 , 6 3 9 5 6 , 5 9 7
F o o d  a n d  f o o d  p r o d u c t s . . 3 9 1 5 5 , 8 7 6 1 6 0 ,9 9 1 1 7 5 , 1 1 2 1 6 7 , 5 3 0
T o b a c c o ............................... 1 6 9 0 , 1 2 8 1 0 0 ,1 4 9 1 0 8 , 5 6 2 1 1 2 , 6 6 6
L e a t h e r  a n d  s h o e s ............. 9 1 9 ,8 7 8 2 2 , 5 9 3 1 9 ,1 0 3 2 9 , 7 4 0

9 1 1 ,4 3 1 1 1 ,4 3 9 1 1 ,3 9 5 1 1 , 3 1 7
A m u s e m e n t ......................... 6 6 , 6 9 1 7 ,8 7 5 1 1 ,0 6 9 ~ 9 , 5 7 8
C l o t h i n g  a n d  t e x t i l e s ........ 2 4 5 ,7 4 4 2 1 ,1 8 1 1 2 ,5 7 4 2 3 , 7 5 4
S t o r e s .................................... 1 9 8 3 , 3 8 7 1 0 5 , 1 8 6 1 0 9 , 5 4 2 1 2 6 , 3 5 3
M e t a l s  a n d  m i n i n g ............ 1 9 4 7 , 6 5 0 6 7 , 0 1 9 8 3 , 3 1 4 7 0 , 4 7 5
C o a l ...................................... 1 1 7 2 3 2 ,6 9 2 5 ,7 2 9 2 9
M a c h i n e  &  m a c h .  m f g . . . . 1 8 2 5 , 8 5 5 3 6 , 4 8 9 4 5 , 1 2 9 4 5 , 0 7 9
C h e m ic a l s  a n d  d r u g s ........ 1 4 5 0 ,1 7 1 5 6 , 5 4 2 6 9 , 0 3 9 7 5 , 7 3 5

B u i l d i n g  s u p p l i e s ............... 1 9 5 8 , 8 2 4 6 4 , 2 6 2 6 4 ,4 6 1 5 5 , 1 2 4

M i s c e l l a n e o u s  i n d u s t r i e s . . 5 8 1 3 7 ,0 8 8 1 7 5 ,5 4 8 1 8 7 , 9 0 3 2 0 6 , 5 1 2

T o t a l  1 9  g r o u p s ............. 3 8 1 1 ,2 2 4 ,0 3 8 1 ,6 7 2 ,2 8 4 1 , 8 2 2 , 2 0 0 1 ,6 7 9 , 8 9 0

7 8 1 5 0 , 7 0 8 1 8 6 , 4 2 6 2 1 2 , 2 2 5 2 2 6 , 3 8 3

O t h e r  p u b l i c  u t i l i t i e s ........ 5 1 1 8 1 , 0 1 5 2 1 5 , 0 5 8 2 5 0 , 7 5 4 2 8 6 , 4 3 6

T o t a l  p u b l i c  u t i l i t i e s . . . 1 2 9 3 3 1 , 7 2 3 4 0 1 , 4 8 4 4 6 2 , 9 7 9 5 1 2 , 8 1 9

T o t a l  2 1  g r o u p s ......... 5 1 0 1 ,5 5 5 ,7 6 1 2 ,0 7 3 , 7 6 8 2 , 2 8 5 , 1 7 9 2 ,1 9 2 , 7 0 9

C l a s s  I  R .  R ........................ 1 8 3 9 8 7 , 1 3 3 1 , 1 3 6 , 9 7 3 1 ,2 3 3 ,0 0 3 1 ,0 8 5 , 3 4 2

■RUBBER.
LEATHER 
& SHOES

1925 1926 1927 1925 1926 1927 1925 1926 192.7 1925 1926. 1927 1925 1926 1927 1925 1926 1927 1925 1926 1927

METALS 8  
MINING

CHEMICALS 
&DRUGS

BUILDING
SUPPLIES

STORES TELEPHONE OTHER
UTILITIES

ioo| ^ K o o | i o o | H ^ K ^ | i o o |

CLASS I 
RAILROADS

1925 1926 1927 1925 1926 1927 1925 1926 1927 1925 1926 1927 1925 1926 1927 1925 1926 1927 1925 1926 192.7
A n n u a l  N e t  P r o f i t s  o f  I n d u s t r i a l ,  M e r c a n t i le ,  a n d  P u b l i c  U t i l i t y  C o r p o r a t io n s ,  a n d  N e t  O p e r a t in g  In c o m e  o f  C l a s s  I

R a i l r o a d s ,  in  P e r c e n t a g e s  o f  1 9 2 6 .
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PERCENT

In d e x  N u m b e r s  o f  P r o d u c t io n  o f  M a n u f a c t u r e s  
a n d  M in e r a l s ,  A d ju s t e d  f o r  S e a s o n a l  V a r i a 

t io n s  (1 9 2 3 - 2 5  a v e r a g e  = 1 0 0  p e r  c e n t ) .
PERCENT.

o f  L a b o r  S t a t i s t i c s  ( 1 9 2 6  a v e r a g e  =  
1 0 0  p e r  c e n t ) .

M o n t h ly  A v e r a g e s  o f  W e e k ly  F ig u r e s  fo r  M e m 
b e r  B a n k s  in  101  L e a d in g  C i t ie s  ( L a t e s t  

f ig u r e s  a r e  a v e r a g e s  fo r  t h r e e  w e e k ly  
r e p o r t  d a t e s  in  M a r c h ) .
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1924 1925 1926 1927 1928
Weekly Rates in the New York Money Market.

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

PRODUCTION and distribution of commodities increased further in Feb
ruary, while wholesale commodity prices remained practically unchanged. 

Commercial loans of member banks showed a larger increase in February and 
the first half of March than at the same season in other recent years.

P r o d u c t io n

Production of manufactures in February, as indicated by the Federal Re
serve Board ’a index, increased 3 per cent over January and was 2 per cent 
larger than a year ago, while production of minerals declined slightly and 
continued to be substantially smaller than last year. Factory employment and 
payrolls showed a seasonal increase in February but continued at a lower 
level than a year ago. Output of iron and steel, automobiles, and agricultural 
machinery has increased considerably since the first of the year. Daily 
average production of steel ingots in February was larger than in any other 
month since last March, and current reports indicate that output was sus
tained in the first three weeks in March. Production of nonferrous metals 
also increased in February. Activity in the textile industries has shown little 
change since the first of the year. Production of bituminous coal and crude 
petroleum, which decreased in February, increased slightly in the first half of 
March. Building contracts awarded were larger in February than in the 
corresponding month of any previous year, reflecting chiefly a large volume 
of awards for residential construction in the New York and Chicago Districts. 
Contracts let in the first two weeks of March were in approximately the same 
volume as in the corresponding period of last year.

T r a d e

Sales of wholesale firms in leading lines increased in February and were 
slightly larger than a year ago, while sales of department stores, after allow
ance for the customary seasonal changes, were in about the same volume as 
in January and somewhat smaller than a year ago. Stocks of merchandise 
carried both by wholesale firms and by department stores showed a seasonal 
increase in February.

Freight car loadings have shown somewhat more than the usual seasonal 
increase since the beginning of the year, but have continued to be in smaller 
volume than in the corresponding period of last year, owing chiefly to much 
smaller shipments of coal. Loadings of merchandise in less than carload lots 
and of miscellaneous commodities have been less than in the corresponding 
period of the last two years, while loadings of livestock and grain products 
have been larger.

P r ic e s

The general level of wholesale commodity prices, as indicated by the Bureau 
of Labor Statistics index, remained practically unchanged in February at 
approximately 96 per cent of the 1926 average. There were decreases in the 
prices of cotton, sugar, nonferrous metals, chemicals, and rubber, as well as a 
seasonal decline in dairy products. Increases occurred in prices of grains, 
metals, hides and leather products, and steel. In the first two weeks in March, 
prices of grains, hogs, and cotton advanced, while those of cattle and rubber 
showed further declines.

B a n k  C r e d it

From the middle of February to the middle of March the loans and invest
ments of member banks in leading cities increased by $200,000,000, reflecting 
a growth in the banks’ commercial loans. The banks’ loans on securities and 
investments showed little change for the period.

The volume of Reserve Bank credit outstanding increased somewhat from 
February to March, chiefly in consequence of increased borrowings by member 
banks, which in part reflected further withdrawals of gold for export.

During the four weeks ended March 21 conditions in the money market were 
firmer; the rate on prime commercial paper increased from 4 to 4-4^4 per cent 
and there were advances in time rates on security loans.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York M a y 1, 1928

Money Market in April
D URING recent weeks there has been a renewal 

of the rapid expansion of bank credit which 
occurred last year. In 1927 the total loans and 

investments of all banks, including commercial banks 
and trust companies, private banks, and savings insti
tutions, increased 7 per cent, or more than 3%  billion 
dollars, to nearly 56 billion dollars. The rate of increase 
in the loans and investments of reporting banks in lead
ing cities, which is shown in the accompanying diagram, 
was even more rapid, amounting to nearly 9 per cent. 
This expansion in bank credit compares with an esti
mated increase in the total volume of production and 
trade of the country of not more than 2%  per cent 
during the past year, and an average yearly growth of 
about 4 per cent during the past thirty years.

The increase since February 21 in the loans and in
vestments of weekly reporting banks, which represent 
40 per cent of the total resources of all banks in the 
United States, has amounted to 800 million dollars, or 
nearly 4 per cent— an increase in two months about 
three-fourths as large as the average annual increase 
during the past five years. The seasonal expansion of 
commercial borrowing accounted for part of the increase, 
but during the last month a renewed increase in security 
loans has been the principal factor. These recent changes 
in the loans and investments of weekly reporting mem
ber banks are summarized below :

(In millions of dollars)

February 21 April 18 Change

Commercial lo a n s .....................................
Loans on stocks and b o n d s...................
In v e stm e n ts ...............................................

8,748
6,300
6,527

9,070
6,693
6,618

+ 3 2 2  
+ 3 9 3  
+  91

T o t a l ........................................................ 21,575 22,381 + 8 0 6

A b s o r p t i o n  o f  R e s e r v e  F u n d s  

One important result of the credit expansion o f the 
past year has been a rapid absorption of reserve funds. 
The increase in loans and investments of member banks 
during 1927 was accompanied by an expansion of de
posits, which increased the reserve requirements of these 
banks by approximately 180 million dollars, as compared 
with an average annual increase during the past five 
years of 110 million, A  renewed increase in reserve 
requirements o f member banks during recent weeks has 
accompanied the expansion of loans, and has been a 
factor in the continued tightening of the money market.

Other factors during the past month have been a con
tinued loss of gold, and a further reduction in Reserve

Bank security holdings. A ll of these factors have had 
the effect of increasing member bank indebtedness at the 
Reserve Banks and of raising money rates. The close 
relationship between member bank indebtedness and 
money rates is shown in the diagram on the following 
page.

In most cases, money rates at the end of A pril are 
higher than at the corresponding time of any year since 
1923. It will be noted, however, that the rates on com
mercial borrowing are lower relative to those of previous 
years than are rates on security loans, which have been 
in greatest demand.

Money Rates at New York on April 30 each year

*Call money
Time money 

(90 day)
Prime

commercial
paper

Bills (90 day 
unindorsed)

1923 4H  -  6 5M 5H  -  5V2 4 H
1924 3^2 ~ 4 Yl 4 M -  4 Yl 4 V2 -  4M 3H
1925 3V2 -  4 H 3%  -  4 4 3Vs
1926 3 -  4 Vz 4 -  4M 4 -  434 3 ys
1927 4 -  5 4 Vs 4 -  4M 3 5A
1928 5 - 6 5 4M 3Vs

*Range for preceding week.

mUONSo/WLLARS

G r o w t h  o f  T o t a l  L o a n s  a n d  In v e s t m e n t s  o f  A l l  R e p o r t in g  M e m b e r  
B a n k s .  1 9 2 S  to  1 9 2 8 .
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M IL L IO N S  
O F  D O L L A R S

COM M L-P APE R. 
R A T E  

6
"BILLIONS of  
DOLLARS

For own account...........................
For account of out-of-town banks 
For account of others...................

Total

1,163
1,703
1,263

4,129

D is c o u n t s  o f  F e d e r a l  R e s e r v e  B a n k s  fo r  M e m b e r  B a n k s  in  P r i n 
c ip a l  C i t ie s ,  C o m p a r e d  w it h  C o m m e r c ia l  P a p e r  R a t e s .

C a l l  M o n e y  M a r k e t  in  A p r i l  
Call loan rates have been very irregular during the past 

month. A n  advance to 6 per cent occurred early in A pril 
as the combined result o f Easter currency requirements, 
the periodic withdrawal of funds from New York which 
occurs early in each month, an increase in reserve re
quirements, and a resulting rise in borrowings of New 
York City banks from the Reserve Bank to the highest 
level since 1923. During the second and third weeks of 
the month there was some retirement of currency and a 
heavy movement of funds to New York from other 
districts which resulted in a reduction in call loan rates 
to 4%  per cent on several days, and an increase in 
brokers’ loans placed by New York banks for out-of-town 
banks to the highest level ever recorded. The total 
amount and distribution of brokers’ loans on A pril 18 
were as follows:

Loans to Brokers and Dealers placed by 
New York City banks 
(In millions of dollars)

This inflow of funds to New York was accompanied by 
increased borrowing from the Reserve Banks in districts 
other than New York. The rediscount rates of the 
Boston, Chicago, St. Louis, Richmond, and Mineapolis 
Reserve Banks were advanced from 4 to 4%  per cent, 
and in the latter part of the month there was a move
ment o f funds from  New York, which was reflected in a 
reduction in brokers’ loans placed for out-of-town banks, 
and call money advanced to 5 per cent and on A pril 30 
to 6 per cent.

The New York Reserve Bank’s buying rate on bills 
was advanced Ys per cent during the month, so that the 
rate on 90 day bills at the end of April was 3%  per cent; 
the rediscount rate remained unchanged at 4 per cent.

B i l l  M a r k e t

The supply o f bills offered to the market during the 
first week of A pril was unusually large, but subsequently 
decreased during the balance of the month to a more 
moderate volume. Although dealers’ sales of bills to

L o a n s  to  t s r o K e r s  a n a  th e a te rs  in  s e c u r i t i e s  n a i e u  uy 
C i t y  R e p o r t in g  M e m b e r  B a n k s .

domestic investing institutions were somewhat irregular, 
open market portfolios were reduced considerably by 
heavy purchases of bills for foreign account after the 
middle o f the month. A  further general advance of 
Ys per cent in dealers’ rates occurred at the middle of 
April, and later rates on all maturities except the 30 
and 90 day bills were increased an additional Ys per 
cent. A t the close of the month, 90 day unindorsed bills 
were offered at 3%  per cent, as compared with 3%  per 
cent at the end of M arch; 30 day bills were also up Ys 
per cent; and other maturities of bills showed a net 
advance of Yl Per cent f ° r the month.

C o m m e r c ia l  P a p e r  M a r k e t

The amount of commercial paper outstanding through
25 dealers at the end of March totaled $569,000,000, a 
figure only slightly larger than a month earlier and 6 
per cent below the outstandings of a year previous. In 
April also, supplies of paper were small as dealers gen
erally reported that commercial borrowers were making 
only limited demands on them for accommodation. The 
principal development in the commercial paper market 
was an advance of at least Yl o f one per cent in rates. 
A t the opening of the month the bulk of the prime names 
were being offered at 4%  per cent, but soon afterward 
names priced at 4%  per cent appeared in dealers’ lists, 
and by the end of the month the prevailing rate reached 
the 4Y2 per cent level, and the firmer tendency of the 
market was indicated by some transactions at 4%  per 
cent. These current rates for commercial paper are the 
highest since the latter part of 1926. The bank invest
ment demand, which had been rather quiet in previous 
weeks, increased somewhat with the advance in rates.

Gold Movement
The gold export movement continued during April 

with total shipments of about $94,800,000. Imports 
totaled about $3,800,000, and there was a net release of 
approximately $45,700,000 from earmark during the 
m onth; so that the net gold loss for the month was about 
$45,300,000. This makes the net loss to the country
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about $345,000,000 since the beginning of the export 
movement in September.

The export movements to Argentina and Brazil and 
the shipments of earmarked gold to France continued 
during A p ril; further exports to Italy and Uruguay 
were m ade; and the strength o f sterling exchange led to 
another small export of gold to England. The shipment 
of about $5,000,000 of gold received in February from 
Russia and refused by the Assay Office was transferred 
by the consignors to Germany. The only important im
port movement was the receipt o f $3,400,000 from 
Greece.

The destination of the largest shipments from New 
York during A pril and the total amounts sent to those 
countries since September 1 last are given in the follow
ing table:

(In thousands of dollars)

MILLIONS ofVOLlARS

Argentina............
Brazil...................
France.................
Germany..............
Italy.....................
United Kingdom. 
Uruguay..............

April 1928*

$ 3,500 
1,680 

71,741 
5,358** 6,000 
1,465 
3,000

$117,090
54,994

132,540
26,881**12,000
11,03311,000

Month
Through 

Imports or 
Exports

Through
Earmarking Total

1927
+  44 +  20 +  64

February ....................................... +  20 +  3 +  23
March.............................................. +  11 — 2 +  9
A p r il .............................................. +  12 — 1 +  11
M a y .............................................. +  32 — 95 — 63
J u n e .............................................. +  13 — 1 +  12
July.................................................. +  9 +  9

+  6 — 2 4* 4
September....................................... — 11 — 9 — 20
October........................................... — 9 — 25 — 34
November....................................... — 53 — 40 — 93
December....................................... — 68 — 8 — 76

T o ta l ........................................... +  6 — 160 — 154

1928
— 14 +  6 — 8

February ....................................... — 11 4* 3 — 8
— 95 +  36 — 59
— 91* +  46* — 45*

Total, 4 m o n th s ....................... —211* +  91* — 120*

Sept. 1, 1927 to 
April 30, 1928*

♦April figures preliminary, covering Port of New York only. 
♦♦Including $5,201,000 previously received from Russia.

The monthly changes in the country’s stock of gold 
in consequence of exports, imports and earmarking 
transactions during 1927 and the first four months of 
1928 are given below :

Gain or Loss to Gold Stock 
(In millions of dollars)

*Preliminary
Foreign Exchange

The pound sterling at $4.8803 reached the highest 
point thus far in 1928. One of the factors contributing 
to this strength in sterling has presumably been the 
purchase by American interests of bonds of the British 
Funding Loan of 1960-1990 in preparation for the list
ing of that issue upon the New York Stock Exchange.

A  number of other European exchanges were likewise 
strong during April. Norwegian quotations stimulated 
by the report that the gold standard would be reestab
lished on May 1, rose to 26.77 cents, only three points 
below parity. Both Danish and Swedish rates were 
maintained at several points over par, reichsmarks con
tinued about ten points above par, and Dutch guilders 
at 40.32 cents reached their highest point since January.

C u m u la t iv e  G o ld  M o v e m e n t , in c lu d in g  E x p o r t s ,  I m p o r t s  a n d  
E a r m a r k in g  T r a n s a c t io n s ,  1 9 2 8  c o m p a re d  w it h  1 9 2 7 .

The French franc continued unchanged, the Belgian 
belga was quoted at 13.97 cents throughout the month 
and the Italian lira weakened slightly to 5.27 cents. 
Swiss rates, although still slightly under par, were 
stronger than in March, but the Spanish peseta, which 
receives no official support, declined to 16.65 cents, the 
lowest quotation this year.

Argentine and Brazilian rates, although still strong, 
eased slightly from the level of the previous month. 
The Canadian dollar ranged from a discount of 3/64 
to a premium of 7/64, which was below the level reached 
in A pril 1927.

In the Far East, the rupee was slightly higher than in 
March and Chinese rates, reflecting the rise in silver 
prices, were stronger than at any time since last Jan
uary. The Japanese yen on the contrary declined to
ward the close of the month to 47.07 cents.

Discount Rates Abroad
The Bank of Italy, after reducing its rate on March 5 

to 6y2 per cent from 7 per cent which had been effective 
since the middle of 1925, made a further cut on A pril 2 
to 6 per cent. The Bank of Latvia as of A pril 2 estab
lished a rate of 6 per cent to banks charging their cus
tomers not more than 11 per cent and 7 per cent to 
banks charging their customers 11 to 12 per cent.

The Bank of Sweden advanced its rate from 3Y2 to
4 per cent effective May 1, the first advance by a central 
bank this year. Eight institutions have announced re
ductions, the Banks of Italy and Norway having made 
two such changes since the first of the year.

Country Rate In Effect Since Country Rate In Effect Since

Austria . . . 6 Jan. 28, 1928 Japan . . . . 5.48 Oct. 10, 1927Belgium . . 4 y2* Nov. 16, 1927 Latvia . . . . 6-7 Apr. 2, 1928Bulgaria . . 10 Aug. 31, 1924 Lithuania . . 6 Nov. 9, 1927Czecho Netherlands 4 % Oct. 13, 1927slovakia 5 Mar. 8, 1927 Norway. . . . 5 H Mar. 27, 1928Denmark . . 5 June 24, 1926 Poland . . . . 8 May 13, 1927England . . 4 H Apr. 21, 19,27 Portugal . . . 8 July 27, 1926Estonia . . 7 X Jan. 2, 1928 Rumania . . . 6 Sept. 4, 1920Finland . . 6 Nov. 24, 1927 Russia . . . . 8 July 1, 1923
France . . . s y 2 Jan. 19, 1928 South Africa. . 5M Jan. 9, 1928
Germany . . 7 Oct. 4, 1927 Spain . . . . 5 Mar. 23, 1923
Greece . . . 10 June 6, 1927 Sweden . . . 4 May 1, 1928
Hungary . . 6 Aug. 26, 1926 Switzerland . . 3H Oct. 22, 1925
India . . . 7 Dec. 22, 1927 Yugoslavia . . 6 July 26, 1921
Italy . . . . 6 Apr. 2, 1928

*Previously given by error as 5 per cent.
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Security Markets
Further bidding up of stocks in continued very active 

trading occurred during the first half of April, and aver
age prices reached new high levels. Following the middle 
of the month, however, there was a gradual decline in 
stock prices and a slowing down in the volume of trading 
on the exchanges. Towards the end of April, the ad
vance in the stock market was resumed, and industrial 
stocks rose to within a few points o f the high levels 
reached earlier in the month, and railroad shares to 
higher levels than at any time in the past. Recent levels 
of stock prices and of the volume of sales, relative to 
those of previous years, are shown in the accompanying 
diagram.

STOCK SHARES SOLD
PRICE INDEX In M iU io n s

Index of Prices of 228 Stocks (Standard Statistics Company 
index) and Volume of Sales on the New York 

Stock Exchange.

A fter a period of stability during the first ten days 
of April, bond prices in general tended to decline some
what, in response to firmer money conditions. Cor
poration bonds, with the exception of public utility 
issues, declined about %  point on the average, and for
eign bonds, after showing numerous advances early in 
the month to the highest levels of the year, also receded 
somewhat. United States Government obligations, always 
the most sensitive to changes in money rates, showed 
declines for the month ranging up to %  of a point in the 
case of the long term Treasury issues.

New Financing
Due chiefly to a number of very large offerings by 

public utility companies, the total volume of new securi
ties floated during A pril was larger than in the previous 
month or in A pril a year ago. Industrial offerings, 
about one-half of which were in the form of stock issues, 
increased slightly, but the amount of railroad, and state 
and municipal financing was much smaller than in the 
previous month. Foreign offerings in this market were 
of approximately the same amount as in March, but 
were considerably below the total of A pril a year ago; 
the principal offerings were the major part of a $55,000,- 
000 Kingdom of Denmark loan, and a $12,000,000 City

of Copenhagen, Denmark, flotation— both issues offered 
at a price to yield less than 5 per cent.

Security offerings during the first quarter of this year 
totaled $2,584,000,000, an amount only slightly larger 
than last year, but materially larger than in the corre
sponding quarter of any other year. As the accompany
ing diagram shows, there has been a considerable change

1 9 2 4  192.5 1926 19 Z 1  1928
Volume of New Capital Issues Offered in First Quarter of Each 

Year, 1924-1928. (In millions of dollars.)

from last year in the nature of the financing; domestic 
new capital issues were 286 million smaller than in the 
first quarter of 1927, while refunding issues were 257 
million larger. Foreign offerings, both for new capital 
and refunding purposes, however, were somewhat larger 
than in 1927. The demand for new capital from domestic 
and foreign sources combined during the first quarter of 
this year was nearly 235 million smaller than in the 
same period of last year.

Foreign Trade
Total foreign merchandise trade during March was 

larger in dollar value than a year ago, due partly to 
higher prices, and was also seasonally larger than in 
February. Exports, valued at $423,000,000, showed 
more than the usual seasonal increase and imports, 
valued at $382,000,000, a somewhat smaller increase than 
is usual in March.

Shipments of raw cotton continued to decline and the 
total since August 1, 1927 has amounted to about one- 
third less in volume than in the corresponding period of 
the previous crop year. The value of cotton exports in 
March also showed a decline of 22 per cent as compared 
with last year, but for the past eight months the decline 
in value was only about 9 per cent owing to the higher 
prices received for the 1927 crop. The value of the 
cotton manufactures exported during this period has 
shown an 11 per cent gain. Exports of automobiles were 
valued at $10,000,000 more than in either the previous 
month or March 1927. Grain exports, however, were 
smaller in volume and value than a year ago.

Quantity imports of crude rubber, raw silk, and coffee 
were larger than in February and were also substan
tially larger than a year ago. The increase in the volume 
of rubber imports, however, was not sufficient to 
offset the effect of the decline o f nearly 50 per cent in 
price.
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Following an increase in production in January and 
February from the low levels that prevailed at the close 
of 1927, changes in the activity of leading industries 
were irregular in March. A  few industries, notably pas
senger automobiles and silk, showed further advances; 
production of passenger automobiles was larger than at 
any time since August 1926, and raw silk consumption 
reached the highest level ever attained. Most of the 
other leading industries, however, either were unchanged 
or showed declines for the month. A fter seasonal ad
justment, cotton consumption and the output o f motor 
trucks remained at comparatively low levels, and the 
production of tires declined from the high volume of 
February.. Cement production was below the preceding 
year for the first time since February 1927, and the 
output of newsprint paper continued at a level con
siderably lower than a year ago.

During April, there have been increases in the output 
of petroleum and of anthracite coal; about the usual 
seasonal expansion apparently has taken place in auto
mobile production; and production of lumber has con
tinued in substantial volume. On the other hand, the 
output of cotton goods has held at the relatively low 
levels of the past few months; steel mills, after continu
ing for some weeks the fairly large production of March, 
have commenced to curtail operations ; and bituminous 
coal production has shown a decline somewhat larger 
than is usual at this time of the year.

This bank’s indexes in the following table are adjusted 
for seasonal variations and year-to-year growth.

P r o d u c tio n

(Computed trend of past years=100 per cent)

1927 1928

Mar. Jan. Feb. Mar.
Producers’ Goods

Pig iron.................................................. 114 95 105 104
Steel in gots........................................... 112 101 115 109
Cotton consumption........................... 115 94 104 95
Cotton movement............................... 161 67 65 89
Woolen mill activity*........................... 91 89 88 86p
Silk consumption*............................... 133 125 124 140
Petroleum............................................... 120 111 115
Bituminous c o a l................................... 122 84 86 *87
C oke...................................................... 107 99 100 100
Lumber.................................................. 96 98 103 lOlp
Copper, U.S. mines...............................
L e a d ......................................................

96 97 104 96
108 100 107r 100

Z i n c ...................................................... 98 90 93 93
Tin deliveries ....................................... 97 90 88 114
Leather, sole ....................................... 111 97 112r 109
Cement.................................................. 124 141 114 106
Paper, to ta l........................................... 108 100 110 107p
Wood pulp............................................... 109 99 108 lOOp

Consumers' Goods
Hogs slaughtered................................... 97 103 126 128
Cattle slaughtered............................... 109 89 100 94
Sheep slaughtered............................... 108 108 114 106
Calves slaughtered............................... 99 95 98 83
Farm produce shipped........................... 100 101 105 95
Wheat receipts....................................... 95 108 107 134
Corn receipts........................................... 78 103 116 158
Wheat flour........................................... 100 101 115 103
Sugar meltings, U. S. p o r ts ................ 108 108 76 88
G asoline............................................... 106 93 99
Anthracite c o a l ................................... 83 84 85 *76
Newsprint.............................................. 103 89 95 91
Printing activity................................... 102 105 104
Tobacco products............................... 106 105 107 105
Boots and sh oes................................... 100 93r 103 lOOp
Tires . ............................................... 113 108r 126 117p
Automobile, passenger........................... 125 104 128 132
Automobile, tru c k ............................... 101 89 92 86

♦Seasonal variation not allowed for.
^Preliminary
r Revised

Building
March contracts awarded for building and engineer

ing projects in the 37 states east of the Rockies showed 
a seasonal increase of 27 per cent over February, but 
were 5 per cent smaller than the very large volume of 
March a year ago. The total amount of construction 
work awarded between the first of this year and the end 
of March was 6 per cent larger than during the corre
sponding quarter of 1927, however, and was nearly as 
large as the record volume reported by the F. W . Dodge 
Corporation for the corresponding period of 1926. A  
continuance in April of active building operations was 
indicated by reports for the first three weeks of the 
month, which, on a daily basis, averaged slightly higher 
than a year ago. j^gg

19 2 5  1926  1 9 2 7  1928
B u ild in g ' C o n t r a c t s  A w a r d e d  in  3 7  S t a t e s  ( F .  W .  D o d g e  C o r p o r a 

t io n  F ig u r e s )  in  F i r s t  Q u a r t e r  o f  E a c h  Y e a r ,  1 9 2 5 - 1 9 2 8 .
( I n  m i l l io n s  o f  d o l la r s . )

The principal increase over a year ago continued to 
be in residential building. This increase followed even 
larger increases in the preceding two months, so that 
residential building for the quarter was 22 per cent 
larger than last year, and was the principal element in 
the expansion of building activity. This is shown in 
the accompanying diagram, which also indicates that 
public works and utilities projects have continued some
what larger than a year previous, but that commercial 
and industrial building has been smaller.
Indexes of Business Activity

It appears that in general the distribution of goods 
showed less than the usual seasonal increase during 
March, and this bank’s indexes in most cases remained 
lower than a year ago. Exports of merchandise showed 
an advance after seasonal allowance, but there were de
clines in imports of merchandise, in retail trade, and in 
average daily freight car loadings.

Indexes of financial activity, however, advanced to 
very high levels, reflecting the unusually heavy trading 
in stocks. In A pril also the principal increase in activity 
has been in financial transactions rather than in general 
business.

This bank’s indexes, in which allowance is made for 
year-to-year growth, seasonal variations and price 
changes are shown on the following page.
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(Computed trend of past years=100 per cent)

1927 1928

Mar. Jan. Feb. Mar.

Primary Distribution
Car loadings, merchandise and misc. . 108 102 104 103
Car loadings, other............................... 99 93 96 92
Exports.................................................. 98 85 90 97p
Imports.................................................. 109 102 107 104p
Panama Canal traffic ....................... 97 85 102 86
Wholesale tr a d e ................................... 99 100 102

Distribution to Consumer
Department store sales, 2nd Dist.. . . 98 99 104 98
Chain grocery sales............................... 103 101 103 102
Other chain store s a le s ....................... 102 98 102 100
Mail order s a le s ................................... 99 96 98 97
Life insurance paid f o r ....................... 119 98 113 111
Advertising........................................... 99 87 98 95

General Business Activity
Bank debits, outside of N. Y. City . . 106 107 102 107
Bank debits, New York City . . . . 129 142 135 159
Velocity of bank deposits, outside of

New York City. . ............................ 106 109 104 111
Velocity of bank deposits, New York

C i t y .................................................. 135 140 138 162
Shares sold on N. Y. Stock Exchange . 168 234 196 281
Postal receipts....................................... 97 88 95 90
Electric power....................................... 106 102r 107
Employment in the United States . . 100 95 96 '95
Business failures................................... 111 108 114 115
Building contracts............................... 134 140 151 125
New corporations formed in N. Y. State 120 117 127 115
Real estate transfers........................... 100 93 101 92

General price le v e l............................... 170 173 173 174
Composite index of wages................... 223 221 221 223

^Preliminary. rRevised.

Commodity Prices
The general index of wholesale prices which is com

puted by the United States Bureau of Labor Statistics 
declined slightly in March to a level about 1%  per cent 
below that of last October. Since the middle of March, 
however, this bank’s index of basic commodity prices 
has shown a substantial recovery, advancing 4 per cent 
to the highest level since October 15.

CENTS PER lb .

_____ I l I I I__ __ I__ I--------1----L
1 9 2 7  1 9 2 8

P r i c e  M o v e m e n t s  o f C r u d e  R u b b e r ,  R a w  C o tt o n , a n d  H id e s  s in c e  
J a n u a r y  1 9 2 7 .

The upturn of the past month has been of an irregu
lar character, for, as the accompanying diagrams show, 
a number of cross-movements have taken place in indi- 
vidual commodities. Rubber, following the abandon
ment of the Stevenson plan restrictions on shipments, 
declined rapidly, and on A pril 21 sold at less than 
one-half of its value on February 4. The large decline 
in the price of this commodity has been more than offset, 
however, by substantial advances in a number of others. 
A  sharp recovery occurred in the price of hides, which 
on A pril 21 was close to the high level of January, and 
cotton has shown a slow but steady advance. The price 
of wheat advanced very sharply, following a Govern
ment report of poor condition of the winter crop, and 
corn in general has shown an upward tendency since 
last December ; both commodities are now close to the 
highest levels reached during 1927.

Employment
A fter an advance during February of more than sea

sonal proportions, factory employment increased slightly 
less than usual in March, and in New York State 
remained about 6 per cent below the level of a year ago.

Although the seasonal expansion in factory employ
ment from January to March was not unusually large, 
it was sufficient to relieve to some extent the unemploy
ment prevalent during the winter. A  seasonal increase 
in building also has provided employment for a number 
of workers, and the State Employment Service reports 
evidence of a further increase during recent weeks. The 
ratio of orders for workers to applications for employ
ment at New York State employment offices advanced 
sharply during March, and in the week ended A pril 7 
was closer to the corresponding week of the preceding 
year than at any time since last J u ly ; there was a slight 
decline however in the two weeks following A pril 7.

W, MAY 1, 1928

CENTS PZRBw.

Price Movements of Wheat and Corn since January 1927.
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Average sales of reporting wholesale dealers in this 
district were smaller in March than a year previous, 
following moderate increases in January and February. 
Machine tool orders continued much larger than last 
year and moderate increases were reported also in sales 
of drugs, stationery, and jewelry, but sales in all other 
reporting lines were smaller than in March 1927. Sales 
of hardware showed an unusually large decline, and sales 
of women’s apparel and diamonds also were much 
smaller than a year ago.

Stocks of merchandise held by dealers in cotton goods, 
drugs, and hardware were larger than last year, while 
shoe stocks were somewhat smaller, and in other report
ing lines there was little change.

W h o le s a le  T r a d e

Commodity

Percentage 
Change 

March 1928 
compared with 
February 1928

Percentage 
Change 

March 1928 
compared with 

March 1927

Per cent of 
Accounts 

Outstanding 
February 29 

Collected 
in March

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1927 1928

Groceries ................
Men’s clothing . . . 
Women’s dresses . . 
Women’s coats and suits 
Cotton goods—Jobbers 
Cotton goods—Com

mission ...............
Silk good s...............
S hoes.......................
Drugs.......................
H ardw are................
Machine tools* . . .
Stationery...............
P aper.......................
Diamonds................
Jewelry...................

+12.6 
+  2.2
— 5.4 
+  7.1
— 8.1
+13.7 
+  5.3 
+70.2 
+30.7 
+15.0  
+10.5  
+11.0  
+  9.9 
— 4.4 
+20.9

+  0.2 

+  6^4

— 8'.8
+  0.6
+  8.9

[ +5-3

— 1.0
— 5.2 
—22.0 
— 16.8
— 3.8

1— 6.2 
?j—  5.3 
* — 1.4
:+  1 . 3
— 13.3 

£+46.3 
i +  5.0 

0
— 10.3 
+  7.0

+  0.9

+  8.8

— 6'.5 
+  7.9 
+11.3

I 0

77.4
44.1

36.2

48'.9 
34.0 
46.7 
44.6

7 i ’.i
65.9 

 ̂27.1

78.9
38.9

3i * 5

48'.7 
34.0
42.5
42.5

8 i ‘.8
67.3

} 32.2

Weighted Average +12.1 — 4.6 53.0 52.2

*Reported by the National Machine Tool Builders’ Association.

Chain Store Sales
Sales in most lines of chain store business compared 

more favorably with those of last year in March than in 
February. Especially large increases were reported by 
shoe and variety stores, probably due in part to the 
earlier date o f Easter this year, and increases in grocery, 
ten cent store, and candy chains also were somewhat 
larger than in February.

The March increases in sales per store were unusually 
large in several types of stores, and the decline in aver
age sales of candy stores was the smallest in 5 months.

Percentage Change 
March 1928 compared with March 1927

Type of Store
Number of 

Stores
Total
Sales

Sales per 
Store

Grocery............................................... +  2.4 +19.9 +17.0
Ten cent............................................... +  9.3 +13.7 +  4.0
D r u g .................................................. +  3.6 +  5.4 +  1.8
Tobacco............................................... +  0.5 — 3.4 — 4.0
S h o e .................................................. +11.6 +22.3 +  9.6
Variety.............................................. +16.2 +32.0 +13.5
Candy .................................................. +  8.8 +  3.7 — 4.6

T o ta l .............................................. +  4.6 +15.7 +10.7

D e p a r tm e n t  S to re  T r a d e

Sales of reporting department stores in this district 
continued in moderate volume during March. For the 
entire district the increase over last year was slightly 
under 3 per cent, although, owing to the earlier date of 
Easter, it is probable that more o f the Easter business 
was done in March this year than last year. Nearly all 
sections of the district reported moderate increases over 
March 1927 sales. The increase in sales of apparel 
stores continued to be somewhat larger than in depart
ment stores.

Stocks of merchandise on hand in department stores 
at the end of March were somewhat smaller than a year 
previous, and the rate of stock turnover continued higher 
than last year. The rate of collections on charge ac
counts also continued to exceed that of a year previous.

Percentage Change 
March 1928 compared 

with March 1927

Per cent of 
Charge Accounts 

Outstanding 
February 29 

Collected in March

Locality

Net
Sales

Stock on 
hand end 
of month 1927 1928

+  2.4 — 3.1 48.3 54.9
+  2.6 +  6.1 54.6 55.5
+  4.0 +  0.8 39.1 38.6
+  2.4 
+  3.2

+  0.1
— 0.4 47’.9 46. iBridgeport............................... +  5.7 

+  2.5
— 9.2
— 6.7 35‘.9 38‘.4

Northern New York State . . 
Central New York State . . 
Southern New York State . . 
Hudson River Valley District
Capital D istrict....................
Westchester District . . . .

+  3.4 
+  3.3 
— 4.9 
+  4.4 
+  5.7 
+10.4

All department stores................ +  2.6 — 2.3 47.1 50.6
Apparel stores...........................
Mail order houses.......................

+  6.4 — 0.5 46.4 49.8
+  1.4

Shoes and hosiery were among the departments show
ing the largest increases in March as compared with a 
year ago, but sales in other apparel departments appear 
to have been somewhat irregular. Comparisons o f sales 
and stocks in March with those of last year are presented 
for leading departments in the following table.

Net Sales 
Percentage Change 

March 1928 
compared with 

March 1927

Stock on Hand 
Percentage Change 
March 31, 1928 

compared with 
March 31, 1927

Shoes...................................................... +15.6 +10.7Books and stationery ....................... +12.1 — 1.5Furniture ........................................... +  6.8 — 2 7
+  6.4 +  0.1Toilet articles and drugs................... +  6.2 — 1.8Cotton goods....................................... +  5.4 — 5.2Men’s furnishings............................... +  4.8 — 8.7

Luggage and other leather goods . . +  4.0 —20.1
Women’s ready-to-wear accessories +  3.8 — 7.2Toys and sporting goods................... +  2.8 +  0.3Women’s and Misses’ ready-to-wear . — 0.1 — 7.1Men’s and Boys’ w ear....................... — 0.5 — 4.3Linens and handkerchiefs................... — 0.6 — 7.5Home furnishings............................... — 1.2 0Woolen goods....................................... — 1.3 — 15.2Silverware and jewelry....................... — 3.8 — 1.4Silks and v e lv e ts ............................... — 11.2 — 7 2Musical instruments and radio. . . . —24.4 —33 6Miscellaneous....................................... — 5.0 — 2.9
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In d e x  N u m b e r s  o f P r o d u c t io n  o f M a n u f a c t u r e s  
a n d  M in e r a l s ,  A d ju s t e d  fo r  S e a s o n a l  V a r i a 

t io n s  ( 1 9 2 3 - 2 5  a v e r a g e  =  1 0 0  p e r  c e n t ) .

P E R C E N T .

W h o le s a le  P r i c e  In d e x  o f  U n it e d  S t a t e s  B u r e a u  
o f  L a b o r  S t a t i s t i c s  ( 1 9 2 6  a v e r a g e  =

1 0 0  p e r  c e n t ) .

M o n t h ly  A v e r a g e s  o f  W e e k ly  F ig u r e s  fo r  M e m b e r  
B a n k s  in  1 01  L e a d in g  C i t ie s  ( L a t e s t  f ig u r e s  

a r e  a v e r a g e s  f o r  t h r e e  w e e k ly  r e p o r t  
d a t e s  in  A p r i l ) .

'LI IONS of HOLLARS

R e s e r v e  B a n k  C r e d i t :  M o n t h ly  A v e r a g e s  o f  
D a i ly  F ig u r e s  fo r  1 2  F e d e r a l  R e s e r v e  

B a n k s  ( L a t e s t  f ig u r e s  a r e  a v e r a g e s  
o f f i r s t  2 3  d a y s  o f  A p r i l ) .

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

I NDUSTRIAL production during March was in about the same volume as in 
February and there was a seasonal increase in the distribution of com

modities. Wholesale prices remained practically unchanged. During the past 
month there have been increases in bank credit in use and in member bank 
borrowings at the Reserve Banks, and open market money rates have shown 
further advances.

P roduction

Production of manufactures was maintained during March at the high level 
reached in February, and the output of minerals also showed little change. 
Production of passenger automobiles and trucks during March totaled 413,000, 
the largest output recorded for any month since August 1926, and production 
schedules in automobile plants continued large during April. Activity in the 
iron and steel industry was also maintained at a high level during March and 
April, and lumber production was in larger volume than a year ago. Cotton 
and wool consumption declined in March, but silk deliveries were the largest 
on record. There was some decline in meat packing and in the production of 
sole leather, and the output of boots and shoes in March showed less than 
the usual seasonal increase. Mining of bituminous coal decreased during 
March by less than the usual seasonal amount, but as the result of a strike 
in certain Middle Western mines, production in the early weeks of April was 
considerably curtailed. Building contracts awarded were smaller in March 
than a year ago, while those for the first three weeks in April were in about 
the same volume as in the corresponding period of last year. As a result of 
large contracts during the first two months of this year, total awards for the 
year to April 20 exceeded those for the same period of 1927. Contracts for 
residential buildings and for public works have been especially large.

T rade

Sales of wholesale firms increased less than usual in March and were some
what smaller than in the same month of last year. Sales of department stores, 
on the other hand, after allowance is made for customary seasonal changes 
and the early date of Easter, were about the same in March as in the preced
ing month and in March 1927. Stocks of merchandise carried in March by 
wholesale firms were larger, while those of department stores were smaller, 
than at this time last year.

The volume of freight car loadings showed more than the usual seasonal 
increase in March, but declined in the first two weeks of April. Loadings con
tinued smaller than a year ago for all classes of commodities except grains and 
live stock.

P rices

The general level of wholesale commodity prices showed little change in 
March, the index of the Bureau of Labor Statistics declining slightly from 
96.4 to 96 per cent of the 1926 average. There were decreases in the prices 
of livestock, dairy products, meats, coal, and rubber; prices of grains, cattle 
feed, cotton, and steel on the other hand, advanced. During the first three 
weeks in April, there were further substantial increases in the prices of grains 
and more moderate advances in flour, hogs, cotton, and lumber, while prices 
of cattle and rubber declined.

B a n k  Credit

Between March 21 and April 18 total loans and investments of member 
banks in leading cities increased by about $410,000,000, reaching the highest 
level on record. The advance was largely in loans on securities which showed 
an increase of nearly $380,000,000 and in April were close to the high point 
of the first of the year. Loans for commercial purposes continued the increase 
which began in February and notwithstanding a small decline during the last 
week of the period were nearly $350,000,000 larger on April 18 than at the end 
of January.

The volume of Eeserve Bank credit in use increased by $180,000,000 during 
the five weeks ended April 25, reflecting increased reserve requirements of 
member banks and a further net outflow of gold amounting to more than 
$50,000,000. Reserve Bank holdings of securities were reduced by about 
$80,000,000 during the period, while discounts for member banks increased by 
$230,000,000. Acceptance holdings also showed a small increase.

A firmer tendency in the money market was evidenced at the end of March 
and during April by further increases in rates on call and time loans on 
securities, and by increases of from 4-4%  per cent to 4 ^  per cent in the rates 
on commercial paper and from Sy2 per cent to 3%  per cent in the rate on 
90 day bankers acceptances. Between April 20 and April 25 discount rates 
were raised from 4 to 4%  per cent at the Boston, Chicago, St. Louis, Rich
mond, and Minneapolis Federal reserve banks.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York June 1, 1928

Money Market in May
The gradual tightening o f the New York money mar

ket, which has been in progress since last autumn, has 
during the past month become more apparent, and open 
market money rates have advanced to the highest levels 
for this time of year since 1923.

The following table reviews the changes that have 
taken place in money rates during the past month and 
since last November.

Money Rates at New York

Change since
May 29, 

1928
April 27, 

1928
Nov. 29, 

1927
Call money............................................. *6 + 1 +2HTime money—90 day............................ 5 H + M +1HPrime commercial paper....................... 4 Vr-% + Ys + Y%Bills—90 day unindorsed......................
Customers’ rates on commercial loans.

4-4 y8 + + %
f4.53 +.06 +  .25

Treasury issues maturing in 6-8 months 
Federal Reserve Bank of New York

3.89 +.06 +  .72
rediscount rate...................................

Federal Reserve Bank of New York
4H + H + 1

minimum buying rate for 90 day bills 4 + H + X
* Prevailing rate for preceding week 
t  Average rate of leading banks at middle of month

The table shows that the advance in rates has been 
in keeping with the nature of credit expansion in recent 
months, which has been largely concentrated in security 
toans. Since last November the charge on loans to 
security brokers has advanced from 3%  per cent to 6 per

cent on demand loans, and from 4 per cent to 5%  per 
cent on time loans. During the same period the rise 
in open market rates on commercial paper and accept
ances has been less than 1 per cent, and average rates 
charged on direct loans to customers for commercial 
purposes by even the large New York City banks have 
risen only fractionally. Interest rates on business loans 
made by banks in smaller localities have probably 
changed even less.

C auses  of  H ig h e r  M o n e y  R ates

The causes o f this advance in money rates are to be 
found in the changes in credit conditions that have 
forced member banks to depend more and more heavily 
upon borrowings from the Reserve Banks to maintain 
their reserves at the required level, and in the discount 
rates member banks pay on borrowings. These changes 
have been taking effect gradually for the past six months.

Gold exports and earmarkings in the latter part of
1927, and substantial sales of securities by the Reserve 
Banks in January took about 300 million dollars of 
reserve funds from  member banks, but this loss was 
largely offset by the heavy return flow o f holiday cur
rency from circulation in January. Since that month, 
however, there has been no such offsetting factor and 
losses o f funds to the market have been reflected in 
increases in member bank borrowing at the Reserve 
Banks.

Call Loan Rates and Volume of Member Bank Borrowing from All Federal Reserve Banks in 1928, Compared with 1926 and 1927,
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The combined statement of all Federal Reserve Banks 
for May 23 showed discounts for member banks amount
ing to 847 million dollars, an increase of 462 million 
since January 25. The principal factors in this increase 
were a continued loss of gold through exports and ear
markings, amounting to over 200 million dollars, and a 
further reduction of more than 200 million in the Govern
ment security holdings of the Reserve Banks.

Notwithstanding this loss of reserves, weekly report
ing banks, which represent in resources about two-thirds 
of all jnember banks, expanded their loans and invest
ments by about one billion dollars during this period. 
In order to extend this additional credit, member banks 
were forced to borrow from the Reserve Banks amounts 
sufficient, not only to cover the reserve funds withdrawn 
from them, but also to provide for the further increase 
in their required reserves. As their indebtedness in
creased, the rates at which member banks were willing 
to make loans were successively advanced; the rise in 
call loan rates has roughly paralleled the rise in member 
bank borrowings. This close relationship between money 
rates and the extent to which member banks are depend
ent on the Federal Reserve Banks is illustrated in the 
diagram on the preceding page.

The continuance of the increase in member bank loans 
and in their indebtedness at the Reserve Banks during 
the past month has been accompanied by further ad
vances in Reserve Bank discount rates. Following 
advances in seven other districts, the discount rate of 
the Federal Reserve Bank of New York was raised from
4 to 4V2 per cent on May 18. This is the first year since 
1920 in which the discount rate of this bank has been 
advanced twice within a period of a few months, and 
the 4%  per cent rate now in effect is the highest since 
early 1924.

M e m b e r  B a n k  C r e d it  i n  M a y  
Loans and investments of weekly reporting banks, 

both in this district and elsewhere increased further at 
the beginning of May. As the following table shows, 
about 60 per cent of the billion dollar increase during 
the three months from February 21 to May 16 was in 
this district.

(In millions of dollars) 
February 21 April 25 May 16

Second D is t r ic t ......... 8,159 8,606 8,752
Other D istricts ........... 13,416 13,732 13,839

Total ...................  21,575 22,338 22,591
The greater part of the increase has been in loans on 

stocks and bonds, and these loans continued to rise until 
the middle of May, reaching a level nearly 600 million 
higher than in the latter part of February. Loans to 
security brokers placed by New York City banks for 
their own account and for correspondent banks increased 
less than 400 million since February, but loans to 
brokers placed for interests other than banks (the iden
tity o f which is not definitely known) showed an addi
tional increase of over 400 m illion; so that, as the 
accompanying diagram shows, the total increase in 
brokers’ loans in a little over two months was nearly 
800 million dollars. In addition there was a less rapid 
but substantial increase in the estimated volume of 
security loans made directly by banks to their customers.

L o a n s  to  B r o k e r s  a n d  D e a le r s  in  S e c u r i t ie s  P la c e d  b y  N e w  Y o r k  
C i t y  R e p o r t in g  B a n k s ,  a n d  E s t im a t e d  L o a n s  D i r e c t l y  to  

C u s t o m e r s  b y  A l l  R e p o r t in g  M e m b e r  B a n k s .

Other loans of reporting banks, which are assumed to 
be largely for commercial purposes, both in this district 
and elsewhere, declined somewhat in May, but remained 
substantially larger than in the early part of this year 
or than in May of last year. Investments showed no 
important change.

B i l l  M a r k e t  
Investment demand for bills was active throughout 

May, due largely to foreign account orders. As a result, 
dealers’ portfolios were reduced somewhat, notwith
standing the appearance in the market of a continued 
large volume of new bills. Following an increase in the 
Reserve Bank’s buying rates on May 18 open market 
rates were also advanced. The 30 day maturities showed 
the largest increase, rising %  per cent to 4 per cent. 
Longer maturities were raised %  to %  per cent, and at 
the end of May, ninety day unindorsed bills were being 
offered at a range of 4-4y$ per cent, the highest since 
March 1924. The volume of bills outstanding at the end 
of A pril was only slightly below the record amount re
ported for March, and remained $260,000,000 larger 
than in April 1927.

C o m m e r c i a l  P a p e r  M a r k e t  

The commercial paper market remained quiet during 
May. Not only was the bank inquiry for investment 
purposes rather light, but dealers had difficulty in secur
ing additional amounts of new paper from open market 
borrowers. The scarcity of prime names was a contin
uation of the condition in earlier months of the year; 
the amount of paper outstanding through 25 dealers has 
varied little during the first four months o f the year, 
and on A pril 30 was about 4%  per cent smaller than a 
year ago. Rates for prime paper continued to harden, 
and by the end of M a y  sales were fairly evenly divided 
between 4%  and 4^4 per cent paper.
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The net export of gold was substantially smaller dur
ing May than during March and April, but amounted 
to $82,500,000, and as gold earmarked during the month 
exceeded releases from earmark by $26,000,000, the net 
reduction in the country’s stock o f gold during May 
amounted to $108,500,000, an amount considerably above 
even the previous record figure of last November. E x
ports during the month totaled $83,000,000, while im
ports amounted to only $500,000; new earmarkings 
totaled $69,000,000, but $43,000,000 was released from 
earmark and shipped.

The following table shows the principal destinations 
of gold exports since September 1 :

(In thousands of dollars)

G o ld  M o v e m e n t W LUONSofJJOLLARS

Argentina............
Brazil...................
France..................
Germany..............
Italy. . . . ............
United Kingdom. 
Uruguay..............

Sept. 1, 1927 
to May 31, 

1928*

129,790
54,994

175,001
27,140
16,000
31,06811,000

Month

Through
Net

Exports
Through

Earmarking Total

1927
September........................................... — 11 — 9 — 20
October................................................ — 9 —  25 — 34
November........................................... — 53 —  40 — 93
December............................................ — 68 —  8 — 76

1928
January............................................... — 14 +  6 — 8
February............................................. — 11 +  3 — 8
March........................................ .. — 95 +  36 — 59
April..................................................... — 91 +  46 — 45
May..................................................... — 83* —  26* — 109*

Total, 9 months.............................. — 135* — 17* —452*

*Preliminary

Business Profits

First quarter earnings reports of 210 industrial and 
mercantile companies indicated net profits about 4 per 
cent larger than for the corresponding periods of 1927 
and 1926, a smaller increase than was indicated by 
earlier calculations based on a smaller number of com
panies. If, however, the large increase in the earnings 
of General Motors and the related increase in the earn
ings of Du Pont de Nemours be excluded from the tabu
lation, the net profits of the remaining companies would 
show a decline of 6%  per cent from 1927, and of 11 per 
cent from 1926.

The motor group had the largest increase over 1927. 
Aside from a 32 per cent increase in the profits of 
General Motors Corporation, net earnings o f 15 other 
companies (exclusive of Ford, for which figures are not 
available) were 10 per cent above last year. Increases

*May figures preliminary, covering Port of New York only.

The monthly changes in the country’s stock of gold 
in consequence of exports, imports, and earmarking 
transactions since the first of September are indicated 
below :

Gain or Loss of Gold through Exports and Earmarkings 
(In millions of dollars)

Q u a r t e r ly  P r o f i t s  o f  1 0 5  I n d u s t r i a l  C o r p o r a t io n s  a n d  N e t  O p e r a t 
in g  In c o m e  o f  C l a s s  I  R a i l r o a d s .

in profits were reported also by mining and smelting, 
food and food products, machine and machine manufac
turing, chemical, and amusement companies. The mis
cellaneous group of companies showed a large increase, 
half of which represented the increase of Du Pont de 
Nemours.

A  heavy decline continued to be reported in the profits 
of the oil companies; first quarter earnings were less 
than one-third as large as in 1927, apparently reflecting 
the continuation o f conditions which developed in the 
industry during 1927. Profits of steel companies showed 
a reduction of about 18 per cent; a reduction was re
ported by the United States Steel Corporation as well 
as the independent concerns. Other groups to report a 
lower net return this year were the tobacco, and building 
supply companies.

Telephone and other public utility companies con
tinued to expand their earnings, though the increase this 
year was not as large as that reported a year ago. Net 
operating income of the principal railroads was the 
smallest for the first quarter of any year since 1925, 
accompanying the reduction in freight traffic.

(Net Profits in thousands of dollars)

1926 1927 1928
First First First

Corporation Groups dumber Quarter Quarter Quarter

16 76,100 77,778 97,230
Motor accessories.................................. 16 8,826 6,515 6,680
Oil........................................................... 21 27,222 25,587 7,509

16 47,760 45,680 37,231
Food and food products....................... 26 27,370 29,259 30,875
Machine and machine mfg................... 16 8,813 8,645 9,261
Mining and smelting............................ 24 14,753 15,041 15,981

10 11,089 11,850 13,132
Building supplies................................... 10 5,187 4,964 3,820

5 1,515 2,099 1,709
6 7,389 8,525 10,360

Miscellaneous........................................ 44 32,949 32,732 45,015

Total 12 groups................................. 210 268,973 268,675 278,803
83 50,500 58,600 62,200*

Other Public Utilities........................... 17 20,400 24,500 27,300

Total Public Utilities....................... 100 70,900 83,100 89,500*

Class I Railroads................................. 186 224,000 226,000 217,000
*Partly estimated
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Sterling tended to advance gradually during May, 
despite the further advance in money rates in the New 
York market, and near the end of the month was higher 
than a month previous.

Following the re-establishment o f the gold standard 
in Norway on May first, the krona rose gradually until 
parity was reached on the 14th. Dutch exchange was 
likewise strong, cable rates advancing to 40.37 cents, 
and German reichsmarks advanced to the highest level 
o f the year. Spanish pesetas continued to fluctuate 
irregularly, but on an average were slightly lower than 
in April. Other European exchanges showed little varia
tion in May from the levels reached in the previous 
month.

Canadian funds went to a discount, somewhat earlier 
than last year, Argentine rates were slightly stronger, 
and Brazilian quotations were unchanged.

In the Far Eastern exchanges, the rupee showed little 
change, the yen weakened soon after the beginning of 
the month, but Chinese rates were strong.

As the following table shows, nearly all o f the prin
cipal exchanges are substantially higher than a year ago, 
notwithstanding the relatively high level of money rates 
in the New York market at the present time.

F o r e ig n  E x c h a n g e Millions of Dollars 
500

Cable rates

Country May 31, 1927 May 28, 1928

Belgium................................................................... .1389 .1395
England................................................................... 4.8574 4.8834
France...................................................................... .0392 .0394
Germany. .......................................................... .2370 .2395

.0550 .0527
Netherlands............................................................ .4004 .4037
Norway.................................................................... .2596 .2679
Switzerland.............................................................. .1924 .1927
Canada.................................................................... 1.0006 .9984
Argentina .............................................................. .9627 .9716

.1183 .1203

.3626 .3659
Japan....................................................................... .4621 .4655
Hong Kong, dollar................................................. .4923 .5154
Shanghai, tael......................................................... .6296 .6836
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Foreign Trade

Both exports and imports of merchandise in A pril 
showed somewhat more than the usual seasonal declines 
from March, as the accompanying diagrams show, and 
were also smaller than last year, despite higher prices 
in several commodities that are important in our foreign 
trade. Exports, valued at $368,000,000, were $47,000,000 
smaller than last year, and imports, at $345,000,000 were 
$31,000,000 smaller; both were the smallest for any April 
since 1924.

Many of the leading commodities contributed to the 
A pril decline in exports. Shipments abroad of raw 
cotton decreased about 40 per cent in volume, and 
$11,000,000 in actual value from a year ago. Total 
grain exports were only about half as large in quantity, 
and were $17,000,000 less in value. Declines occurred 
also in the exports of coal, cotton manufactures, and 
automobiles, the last two following increases in the first 
three months of 1928.

Quantity receipts of raw silk and crude rubber de
clined from the comparatively high figures of March, and

M o n t h ly  I m p o r t s  a n d  E x p o r t s  o f  M e r c h a n d is e  o f  t h e  U n it e d  
S t a t e s  in  1 9 2 8 , C o m p a r e d  w it h  1 9 2 7  a n d  1 9 2 6 .

were 21 and 24 per cent, respectively, below last year. 
These reductions in volume, accompanying a slight de
crease in the price o f silk and a decrease o f over 50 per 
cent in the price of rubber, largely account for the loss 
in the value of imports.

Security Markets
Stock prices continued to advance during the first half 

of May and representative averages o f industrial and 
railroad shares again advanced to new high levels. A  
succession of days with a turnover of well over four 
million shares on the New York Stock Exchange, and 
the distribution of trading among a large number of 
issues, indicated a widespread participation in the 
market. Around the middle o f the month, however, the 
market became hesitant and the averages declined from
5 to 9 points. In the last week of the month there was 
a partial recovery from this decline, but movements of 
individual stocks were very irregular and the volume of 
trading was considerably reduced.

In the bond market there was a further gradual but 
persistent decline in prices. United States Government 
bonds reached the lowest levels o f the year; domestic 
corporate bond averages likewise declined to new low 
points for the year; and foreign issues were somewhat 
lower.

Present levels of stock and bond prices, relative to 
those of a month ago, and to those of May of last year, 
are shown in the following table.

197 Industrial stocks........................................ 242 +3 points 
—2 “31 Railroad stocks........................................... 166

228 Industrial and rail stocks......................... 220 +2 “ 
- %  “
—U  “ 
---V2

40 Domestic corporation bonds..................... 98.2
7 U. S. Government bonds........................... 1043$

106.410 Foreign Government bonds......................

Current
quotations

Change 
from 

month ago

Change 
from 

year ago

+66 points 
+13 "  
+50 
+ 7/s —U 
+H

New Financing
Although security offerings in May were somewhat 

smaller than the unusually heavy volume floated in 
April, and were also slightly smaller than in May of 
last year, the total nevertheless was of substantial size.
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The principal reduction from A pril was in domestic 
public utility issues. Foreign borrowings, on the other 
hand, continued to increase; the principal issues were 
$50,000,000 of Commonwealth of Australia bonds, priced 
to yield 5 per cent; $30,000,000 German Central Bank 
for Agriculture bonds, yielding 6.62 per cent; $20,000,-
000 Mortgage Bank of Chile bonds, priced at 6.30 per 
cent; a $17,500,000 German Consolidated Municipal loan, 
yielding 6.50 per cent; a $15,000,000 City of Berlin loan 
on a 6.38 per cent yield basis; and $10,000,000 General 
Electric Company of Germany bonds, yielding 6.50 per 
cent.

Although foreign loans floated in this market, have been 
fairly numerous during the first four months of this 
year, the total of issues which represent only the secur
ing of new capital funds in this country, eliminating all 
offerings of a refunding nature, has been $96,000,000 
smaller than in the corresponding period of last year. 
The decrease has been in Canadian, Latin American, and 
Asiatic and Oceanic borrowings; European borrowers 
have secured about $90,000,000 more of new capital than 
in the corresponding period of last year.

Building
Construction contracts reported by the F. W . Dodge 

Corporation for the 37 states East o f the Rockies were 
larger than for any previous month. There was an 
increase of 9 per cent over the March total, and of 6 
per cent over A pril o f last year. The most important 
element in the large total for A pril was a substantial 
increase in industrial building, a good part of which was 
in the Middle Atlantic district. Residential building 
also was somewhat larger than a year ago, but the 
volume of other types of building showed little change. 
Total building contracts awarded during the first four 
months of this year were 6 per cent larger than a year 
ago, and for  the first 25 days of May an even larger 
increase over the corresponding period of last year was 
indicated.

The A pril report for the New York and Northern 
New Jersey district was not as favorable as for the 
country as a whole; contracts awarded were slightly 
smaller than in March and were 8 per cent below a 
year ago, due primarily to a drop in residential work 
which in the preceding months o f this year had been 
heavier than during the corresponding period of 1927. 
For the first four months of the year, however, building 
in this district was 6 per cent larger than a year ago, 
the same increase as for all districts combined.
Employment and Wages

Factory employment in the country as a whole de
clined slightly less than usual in April, and our index, 
in which allowance is made for seasonal variations, 
showed a small advance from the low level of March. 
As in each previous month for a year and a half, how
ever, employment remained below the level of the corre
sponding month of the preceding year. In New York 
State, there was a reduction of about 1 per cent.

The State Employment Service reports, however, that 
this seasonal decline in factories was accompanied by 
increases in outdoor activities. There was a marked 
expansion of employment in building, and in farm and

PER CENT

road work. The supply o f farm labor is larger relative 
to the demand than in a number o f years, and wages 
are lower than a year ago.

Although the largest volume of unemployment con
tinues among the unskilled workers, employment oppor
tunities for this type of labor have shown a pronouneed 
increase in recent weeks; the work, however, is largely 
of a casual nature. There is still reported to be some 
unemployment among the semi-skilled, but very little 
among the highly skilled workers. In general, it may 
be said that the situation has shown substantial improve
ment.

Indication of this is found in the ratio o f orders for 
workers to applications for employment at State employ
ment offices, which is shown in the accompanying dia
gram. This ratio has shown a rapid and fairly steady 
increase from the low point of mid-February, and on 
May 12 was the highest since last October, and was 
nearer the corresponding week o f the preceding year 
than at any time since A pril 1927. Another evidence 
of improvement is to be found in the rate of voluntary 
labor turnover, which showed an increase in April, after 
allowance is made for the usual seasonal variations. 
This indicates that workers are not holding quite so 
closely to their jobs as was the case during the immedi
ately preceding months.

Indexes of Business Activity
Car loadings of both bulk freight and merchandise 

and miscellaneous freight increased slightly in April, 
after seasonal allowance, but remained below the levels 
of a year ago ; in fact, they have been smaller than last 
year in every week of this year, and have exceeded the 
corresponding week of 1926 only twice. Foreign trade 
showed a decline of more than the usual seasonal propor
tions in April, both in exports and imports. There were 
increases in mail order sales and in advertising, after 
allowance for seasonal variations, but department store 
sales were practically unchanged, and life insurance 
sales declined.

Financial activity continued at high levels, and this
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bank’s indexes of stock trading and bank debits in New 
York City advanced to new high points. Business fail
ures showed more than the usual seasonal decline, but 
new incorporations also were less numerous than in 
March.

Adjustment is made in the following indexes for sea
sonal variations, year-to-year growth, and, where neces
sary, for price changes.

(Computed trend of past years = 100 per cent)

Primary Distribution
Car loadings, merchandise and misc...
Car loadings, other...............................
Exports..................................................
Imports..................................................
Panama Canal traffic...........................
Wholesale trade....................................

Distribution to Consumer
Department store sales, 2nd Dist.......
Chain grocery sales...............................
Other chain store sales.........................
Mail order sales....................................
Life insurance paid for.........................
Advertising............................................

General Business Activity
Bank debits, outside of N. Y. City. .. 
Bank debits, New York City. . . . . . . .
Velocity of bank deposits, outside of

New York City........... .........................
Velocity of bank deposits, New York

City........................................................
Shares sold on N. Y. Stock Exchange.. .
Postal receipts.........'.................................
Electric power...........................................
Employment in the United States..........
Business failures.......................................
Building contracts, 36 States..................
New corporations formed in N. Y. State 
Real estate transfers............................

*General price level..............................
*Composite index of wages.................

1927

Apr.

109
105
104
115

100
104
103102
114101

109
127

107

134
195
97

106100111
128 
114
96

169220

1928

Feb.

104
96
90

107102102

104
103102
98

113

102
135

104

138
196
95 

107
96 

114 
151 
127 101
173221

Mar.

103 
92 
97

104 
96

102100
97111
95

107
159

111
162
281
90

104
95

115
125
115
92

174
223

Apr.

104
95 
87 p 

100 p

97

98 100 
106
97

112
162

115

164
306
87

96102
133110

175221

1926

192/
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leum, the latter apparently indicating successful efforts 
to restrict output, following the over-production of the 
past year. There was also a substantial lessening of 
activity in the textile industries; mill consumption of 
silk reached the lowest level since May 1926, and cotton 
consumption declined further.

There is evidence that the irregularity in industrial 
activity of March and A pril continued into May. Em
ployment in the Detroit automobile center increased 
further, coal output showed a seasonal expansion, and 
the production of cotton goods was reported as slightly 
above that of A pril; on the other hand, there were 
declines in steel mill activity, and in petroleum produc
tion.

This bank’s indexes, in which allowance is made for 
year-to-year growth, and the usual seasonal variations, 
are shown below.

(Computed trend of past years =100 per cent)

p Preliminary. *1913 average -  100 per cent.

Production
Productive activity in leading industries continued 

irregular in April, and in general remained at about the 
level of a year ago. The average daily production of 
steel ingots increased 3 per cent and established a new 
high record for all time, in spite of a slight decline in 
activity in the latter part of the month. Average daily 
production of automobiles also increased, and remained 
above the level o f a year ago. Production of coke and 
of anthracite coal increased, after seasonal allowance, 
but there were declines in bituminous coal and in petro-

Tiillions of Tons . Thousands of Cars

' 500

1927 1928

Apr. Feb. Mar. Apr.
Producers' Goods

Pig iron...................................................... 115 105 104 107
Steel ingots............................................... 111 115 109 114

89Cotton consumption................................. 106 104 95
Cotton movement..................................... 136 65 89 110

83p
98

Woolen mill activity*............................... 87 88 86
Silk consumption*.................................... 122 124 140
Petroleum.................................................. 117 115 109 107p

83Bituminous coal....................................... 88 86 87
108 100 100 103
94 103 101 96

Copper, U. S. mines................................. 102 104 96 98
Lead........................................................... 114 107 100 92
Zinc............................................................ 94 93 93 94
Tin deliveries..................................... 104 88 114 105
Leather, sole............................................. 113 112 109 113

122 114 106 113
Paper, total............................................... 106 109r 107 107p

96p

96

Wood pulp................................................. 102 109r 101
Consumers' Goods

Hogs slaughtered...................................... 95 126 128
Cattle slaughtered.................................... 110 100 94 91
Sheep slaughtered..................................... 108 114 106 102
Calves slaughtered................................... 88 98 83 80
Farm produce shipped................................ 112 105 95
Wheat receipts.......................................... 99 107 134
Corn receipts............................................. 77 116 158
Wheat flour............................................... 108 115 103 107
Sugar meltings, U. S. ports..................... 94 76 88 77
Gasoline..................................................... 98 99 97
Anthracite coal......................................... 108 85 76 iii
Newsprint................................................. 98 95 91 88
Printing activity....................................... 101 104 103
Tobacco products..................................... 106 107 105 ioi
Boots and shoes........................................ 95 103 100 88p
Tires.......................................................... 118 126 116
Automobile, passenger............................. 118 128 132 lis
Automobile, truck.................................... 92 92 87r 87

* Seasonal variation not allowed for. p Preliminary, r Revised.
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Total sales of reporting department stores in this dis
trict in A pril showed an unusually large decline from 
those of a year ago, due at least in part to the fact that 
there was one less business day in A pril this year, and 
in part to the fact that a larger proportion of the Easter 
business this year was done in March. A fter taking 
these facts into account, however, the volume of business 
in A pril does not appear to have been large, and for the 
first four months of the year, total sales were slightly 
smaller than in the corresponding period of last year.

Leading apparel stores in the district have made a 
more favorable showing; their sales in A pril were 3 per 
cent larger than last year, and for the first four months 
of the year 8 per cent larger.

Stocks of merchandise on hand in department stores 
remained slightly smaller than last year, but, owing to 
the substantial decline in sales, the rate of stock turn
over was lower than in A pril 1927. For the January to 
A pril period the turnover was about the same as last 
year. The rate of collections on charge accounts during 
A pril was the same as last year, notwithstanding the one 
less business day.

D e p a r tm e n t  S to r e  T r a d e

Locality

Percentage Change 
April 1928 com
pared with April 

1927

Per cent of Charge 
Accounts Outstand
ing March 31 Col

lected in April

Net
Sales

Stock on 
hand end 
of month 1927 1928

New York....................................... — 6.7 — 1.4 50.4 51.3
Buffalo............................................. — 7.0 +  3.6 55.9 52.5
Rochester........................................ — 9.1 +  1.0 39.6 41.2
Syracuse.......................................... — 12.0 — 5.7
Newark........................................... — 7.3 +  2.0 47 .*4 45 .‘6
Bridgeport....................................... —13.0 — 6.7
Elsewhere........................................

Northern New York State........
Central New York State...........
Southern New York State.........

— 9.0
— 9.3 
—10.2 
— 12.1

— 2.8 36.6 34.4

Hudson River Valley District .
Capital District..........................
Westchester District..................

— 5.5
— 9.7
— 5.1

All department stores.................... — 7.3 — 0.9 48.4 48.4

Apparel stores................................
Mail order houses...........................

+  3.1 +10.2 48.4 48.1
— 1.0

Only a few departments showed larger sales than in 
A pril 1927; all the apparel departments were among 
those showing reductions.

Net Sales 
Percentage Change 

April 1928 
compared with 

April 1927

Stock on Hand 
Percentage Change 

April 30, 1928 
compared w th 
April 30, 1927

Cotton goods................................... +  7.2 — 9.9
Books and stationery...................... +  5.0 — 0.8
Furniture.......................................... +  2.2 — 0.6
Luggage and other leather goods. . +  1.8 — 16.0
Toys and sporting goods................ +  1.7 +  0.3
Musical instruments and radio. . . . — 1.4 —21.4
Men’s furnishings............................ — 2.1 — 12.3
Toilet articles and drugs................ — 2.7 +  0.7
Linens and handkerchiefs............... — 2.9 — 12.8
Shoes................................................. — 3.2 +12.5
Women’s ready-to-wear accessories — 4.4 — 2.1
Home furnishings............................ — 4.4 — 0.6
Women’s and Misses’ ready-to-wear — 7.9 +  0.3
Silverware and jewelry................... — 10.6 +  3.8
Hosiery............................................. — 13.3 — 5.1
Silks and velvets............................. — 17.4 — 3.4
Men’s and Boys’ wear.................... — 19.9 — 0.2
Woolen goods................................... —21.9 — 14.7
Miscellaneous................................... — 14.1 — 8.4

Chain Store Sales
For the first time in several years, the total sales of 

reporting chain store systems in A pril showed practi
cally no increase over the previous year. Grocery 
chains, which seem to be little affected by general trade 
conditions, were the only type to show an increase; all 
others reported declines of varying amount, even those 
which have considerably increased the number of units 
operated during the past year. The declines in sales per 
store were even larger.

Part o f the decline was due to the fact that there was 
one less selling day in A pril this year, but after allow
ance for this, the daily rate of sales compared less favor
ably with that of a year ago than at any time in a con
siderable number o f months. A  partial explanation may 
probably be found in the earlier Easter this year, as the 
result of which a larger part of the Easter buying was 
done in March.

Percentage Change 
April 1928 compared with April 1927

Type of Store
Number of 

Stores
Total
Sales

Sales per 
Store

Grocery. . ............................................ +  2.0 
+  9.0 
+  3.1 
+  1.3 
+  9.6 
+17.7

+14.1  
— 0.2

+11.8
— 8.5Ten cent..............................................

— 2.8 — 5.8
Tobacco............................................... — 11.8 —12.9

—14.8 —22.3
Variety...................................... ......... — 2.9 — 17.6
Candy................................................. +  9.9 — 9.4 — 17.5

+  4.6 +  0.1 — 4.3

Wholesale Trade
Reports from wholesale dealers indicated that A pril 

business was highly irregular in the various lines. Hard
ware sales showed the largest increase over a year previ
ous in nearly three years, notwithstanding the fact that 
A pril was a shorter business month this year, due to the 
inclusion of five Sundays. Drug sales also showed an 
unusually large increase, and orders for machine tools, 
reported by the Machine Tool Builders’ Association, 
continued far above those of last year.

Shoe sales declined sharply, however, and fairly large 
reductions, partly accounted for by the short month, 
were reported in sales of stationery, cotton goods, men’s 
and women’s clothing, and diamonds.

Commodity

Percentage 
Change 

April 1928 
compared with 

March 1928

Percentage 
Change 

April 1928 
compared with 

April 1927

Per cent of 
Accounts 

Outstanding 
March 31 
collected 
in April

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1927 1928

Groceries...................... — 6.3 —  8.7 — 1.0 — 0.2 74.2
36.3

74.4
33.8Men’s clothing............. — 43.0 — 12.3

Women’s dresses.......... — 16.5 —24.8

— 16.0 
— 6.4

— 10.0

Women’s coats and
suits..........................

Cotton goods—Jobbers 
Cotton goods—Com

mission ......................

—50.1
— 14.9

—25.6
—  3.9 —  4.7 31 A 30.5

Silk goods..................... —27.2 +  1.2 
—32.1

47.2
49.9
48.7
46.6

45. i
46.0 
53.4
43.0

Shoes............................. —36.2 — 2.2 — 3 1
Drugs............................ +  3.1

+26.0  
+  0.1 
—21.2

— 2.8 +16.5 
+  8.6 
+76.1 
— 8.4

+18.3
+10.1Hardware............... — 4.1

Machine tools*............
Stationery.................... 77.8 

66.4 
)  25.8

67 *.o 
65.4

) 29.4
Paper............................ — 6.2 — 2.7
Diamonds..................... — 3.0 } +  8.0 —22.4 } +  7.3Jewelry......................... — 7.7 +  3.7 *

Weighted Average.. . — 19.4 — 5.2 52.1 50.9
♦Reported by the National Machine Tool Builders’ Association.
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TER CENT

In d e x  N u m b e r  o f  P r o d u c t io n  o f  M a n u f a c t u r e s  
a n d  M in e r a l s ,  A d ju s t e d  f o r  S e a s o n a l  V a r i 
a t io n s  ( 1 9 2 3 - 2 5  a v e r a g e  =  1 0 0  p e r  c e n t ) .

PERCENT

W h o le s a le  P r i c e  In d e x  of  U n it e d  S t a t e s  B u r e a u  
o f  L a b o r  S t a t i s t i c s  ( 1 9 2 6  a v e r a g e  =

1 0 0  p e r  c e n t ) .

BILLIONS of.'DOLLARS

R e s e r v e  B a n k  C r e d i t :  M o n t h ly  A v e r a g e s  o f  
D a i ly  F ig u r e s  f o r  1 2  F e d e r a l  R e s e r v e  B a n k s  

( L a t e s t  f ig u r e s  a r e  a v e r a g e s  o f  
f i r s t  2 3  d a y s  in  M a y ) .

(Summarized by the Federal Reserve Board)

\J  OLUME of industrial production continued large during April, reflecting 
* chiefly increased output in metal industries, while activity in industries 

producing food and clothing decreased. Wholesale and retail trade also de
clined. The general level of wholesale commodity prices increased in April 
reflecting advances in farm products. There were large exports of gold in 
April and May, member bank loans and their borrowings at the Reserve Banks 
continued to increase, and money rates showed further advances.

P roduction

Production of manufactures remained in about the same volume in April as 
in March, while output of minerals declined slightly, owing chiefly to a de
crease in production of bituminous coal. Daily average output of iron and 
steel, copper, and zinc, increased in April, but since the first of May there 
has been some curtailment, in steel-mill activity. Automobile production was 
maintained in large volume during April and according to preliminary reports 
also during the first half of May. Textile mill activity, output of boots and 
shoes, and meat production showed substantial declines during April. Volume 
of factory employment declined slightly, reflecting chiefly decreases in the 
food, leather, and textile industries. Building contracts awarded in April 
exceeded those for any previous month, and awards during the first three weeks 
of May continued in unusually large volume.

Trade

Sales by department stores and by wholesale firms in most lines of trade 
declined in April and were in smaller volume than a year ago. Average daily 
sales of department stores, after allowance is made for the earlier date of 
Easter and the usual seasonal changes, were smaller in April than in March 
and were also smaller than in April a year ago. This decrease was due largely 
to unfavorable weather conditions. Stocks of department stores, after adjust
ment for seasonal changes, were in about the same volume as in March and 
slightly smaller than a year ago.

Freight car loadings showed an increase between the beginning of April and 
the middle of May, but continued smaller than a year ago for most classes of 
commodities.

P r ic e s

The general level of wholesale commodity prices, as indicated by the index 
of the Bureau of Labor Statistics, increased from 96 per cent of the 1926 
average in March to 97.4 per cent in April. This increase reflected sharp 
advances in the prices of grains, cotton, livestock, and hide and leather prod
ucts. Rubber prices continued to decline, and most of the other groups of 
commodities showed little change. During the first three weeks of May there 
were decreases in the prices of grains, flour, sheep, and hogs, and increases in 
copper, zinc, and rubber.

B a n k  C r e d it

At member banks, loans largely for commercial and industrial purposes, 
following a rapid increase during February and March, have shown little 
change since the early part of April. Loans on securities continued to in
crease and total loans and investments of reporting member banks in the 
middle of May were larger than at any previous time.

The outward movement of gold continued in May, the decline in monetary 
gold stock during the four weeks ended May 23 being nearly $90,000,000. 
This loss of gold, together with further sales of United States securities by 
the Reserve Banks, was reflected in an increase of nearly $140,000,000 in mem
ber bank borrowing at the Reserve Banks.

There were further advances in open-market money rates during May, and 
discount rates at the Federal Reserve Banks of New York, Philadelphia, Cleve
land, Atlanta, and Dallas were raised from 4 to 4% per cent.

Business Conditions in the United States
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York July 1, 1928

Money Market in June
Accompanying further gold exports and earmarking, 

higher money rates, and some liquidation in the stock 
market, there has been a decrease during the past month 
in the volume of bank credit in use. This decrease has 
been confined altogether to the banks in New York City 
and to one type of credit, loans on securities. The 
changes in the figures for the reporting member banks 
since the highest point on May 2 have been as follow s:

(In millions of dollars)

May 2 May 29 June 27

Change 
May 2- 

June 27

Reporting Banks—New York City. . .
.Loans on Stocks and Bonds............
All other loans...................................
Investments.......................................

Total Loans and Investments... .

Total Deposits..................................

2,746
2,856
1,949
7,551

6,892

2,696
2,815
1,987
7,497

6,715

2,466
2,829
2,043
7,338

6,554

— 280
— 27 
-f- 94
— 213
— 338

May 2 May 29 June 20
Change 
May 2- 
June 20

Reporting Banks—U. S. outside
New York City.................

Loans on Stocks and Bonds.............
All other loans...................................
Investments.......................................

Total Loans and Investments. . . .

Total Deposits...................................

4,104
6,245
4,688

15,037

14,075

4,193
6,190
4,696

15,079

13,953

4,192
6,252
4,646

15,090

13,954

+  88 
+  7 
— 42 
+  53
— 121

The figures for the New York City banks are shown 
in graphic form in the diagram below.

MILLIONS o/DOLLARS

The more rapid decline in deposits than in loans and 
investments is largely accounted for by the conversion 
of foreign bank balances in New York into gold for 
export or for earmarking at the Reserve Bank. The net 
loss of gold since the beginning of 1928 is now about 280 
million dollars. The consequent decline in deposits has 
been accompanied by some reduction in reserve require
ments, but as the entire amount of gold exports repre
sented a loss of reserve funds, dollar for dollar, New York 
banks have been forced to replace a considerable part of 
the loss by an increase in their borrowings at the Reserve 
Bank, which is also shown in the diagram below.

The retirement of bank credit during May was offset 
by a comparatively new type of credit expansion which 
has taken place without a corresponding increase in 
bank deposits or reserves. This credit expansion, re
quiring no reserves, takes the form of loans to brokers 
on stock exchange collateral largely by individuals and 
corporations other than banks. Brokers loans of this 
sort placed by New York City banks for their customers, 
and reported as loans “ for account of others,”  have 
increased more than 350 million dollars since May 2, and 
800 million since January 4. The credit made available 
in this way thus more than offset the decline in bank 
credit during May. These loans apparently represent 
the lending to brokers of idle deposits of individuals 
and corporations, and the consequent conversion of in
active deposits into very active accounts. Accompanying

MILLIONS o f HOLLARS

N e w  Y o r k  C i t y  R e p o r t in g  M e m b e r  B a n k s ,  L o a n s  a n d  I n v e s t  
m e n t s ,  D e p o s it s ,  a n d  B o r r o w in g s  f ro m  th e  F e d e r a l  

R e s e r v e  B a n k ,  J a n u a r y  to  J u n e  1 9 2 8 .

L o a n s  to  B r o k e r s  a n d  D e a le r s  in  S e c u r i t ie s  P la c e d  b y  N e w  Y o r k  
C i t y  R e p o r t in g  M e m b e r  B a n k s ,  J a n u a r y  to  J u n e  1 9 2 8 .
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this tendency in recent weeks the ratio of checks debited 
to individual accounts relative to the amount of deposits 
in New York City banks— in other words the velocity 
or rate of turnover of deposits,— has been higher than 
ever before.

The changes in recent weeks in the three forms of 
loans to brokers and dealers, reported by New York City 
banks, are shown in the right-hand diagram on the pre
ceding page. The diagram shows that increases in “ all 
other”  loans during May more than offset declines in 
loans placed for domestic bank account. Between June 6 
and June 20, however, total brokers loans have declined 
nearly 300 million dollars, due wholly to declines in loans 
for bank account. It is interesting that this decline is 
greater than the decline o f loans on stocks and bonds of 
reporting member banks, which only dropped 133 million 
in these two weeks. The probable explanation is that 
about half of the decrease in brokers loans represented 
not real liquidation, but a transfer of borrowing accounts 
from brokerage houses to banks. Transfers of this sort 
took place during the spring of 1926. A  further decline 
of 110 million in brokers loans took place during the 
week ended June 27.

Interest rates moved generally higher during June. 
Call loan rates, after advancing temporarily to 7 per 
cent early in June, eased to 5*4 and 6 per cent until 
after the first few days of the June tax period, when 
income tax collections and preparations for mid-year 
statements and settlements caused an advance to 6V2 
and later to 7%  and 8 per cent. Rates on 90 day security 
loans advanced further to the highest level since Septem
ber 1921, and open market rates on commercial paper 
advanced to the highest level since March 1924.

Interest rates charged by leading New York banks 
on unsecured customers ’ loans, which ordinarily show 
only minor fluctuations, have recently shown the sharp
est increase in several years. As the accompanying dia
gram shows, the average rate charged by reporting 
banks advanced in June to the highest level since the 
early part of 1924. As on previous occasions, however, 
changes in these rates have been smaller and less rapid 
than the rates for loans on stock exchange collateral. 
Money rates near the end of June are compared in the 
following table with those of a month previous and a

Money Rates at New York

June 28, 1927 May 28, 1928 June 28, 1928

Call money.................................. *4 *6 *ey2
Time money-90 day................... 4 5A 5 H 5Vs-6
Prime commercial paper............ 4y2-4 H 4M-5
Bills-90 day unindorsed.............
Customers’ rates on commercial

3 5A~3% 4 -4 H 4Vs

loans......................................... t4.47 t4 .53 t4.S4
Treasury certificates and notes

Maturing December 15......... 3.12 3.89 3.96
Maturing March 15............... 3.24 3 .SO 4.06

Federal Reserve Bank of New
York rediscount rate.............. 4 4M 4 M

Federal Reserve Bank of New 
York buying rate for 90 day
bills.......................................... 3M 4 4

♦Prevailing rate for preceding wTeek
tAverage rate of leading banks at middle of month

T r e a s u r y  T a x  P e r io d  O p e r a t i o n s  
The principal transactions of the June 15 tax period 

included the redemption of 400 million of Treasury 3 ^

T O

R a t e s  o n  C o m m e r c ia l  L o a n s  to  C u s t o m e r s  C h a r g e d  b y  L e a d in g  
N e w  Y o r k  C i t y  B a n k s  C o m p a r e d  w it h  O p e n  M a r k e t  R a t e s  

on  9 0 - d a y  S e c u r i t y  L o a n s .

per cent certificates; the sale of refunding issues, includ
ing approximately 216 million of six months 4 per cent 
certificates and 212 million o f nine months 3%  per 
cent certificates; the second quarterly payment of taxes 
on 1927 income; and the purchase for retirement of 
Liberty third 4 % ’s at 100 2/32.

As usual, a large part of the maturing issue was pre
sented for redemption in New York, and although about 
135 million were exchanged for the new series, cash 
redemptions together with interest payments in this 
district exceeded tax and other collections on June 15 
by nearly 90 million dollars. Due to the heavy indebted
ness of New York City banks, this amount was readily 
absorbed by the repayment of borrowings at the Reserve 
Bank, and the call money market eased only slightly. 
The Treasury issued the usual special certificate of in
debtedness to the Reserve Bank to cover its overdraft, 
which was paid off within a few days out of the pro
ceeds of tax collections, and a deposit balance was built 
up, with which the Treasury purchased on June 20 
about 75 million of Liberty thirds.

B i l l  M a r k e t

Buying of bills, chiefly for foreign account, continued 
large during the first half of June, and exceeded sub
stantially the supply of new bills offered to the market. 
There was a decline in the foreign demand for bills 
during the second half of June, however, and dealers * 
portfolios began to mount. In order to attract new 
buying, the dealers on June 20 advanced their rates on 
the 60 and 90 day maturities by %  per cen t; ninety day 
unindorsed bills rose to 4%  per cent from the 4 per 
cent level which had prevailed since early in June.

C o m m e r c i a l  P a p e r  M a r k e t

The principal development in the commercial paper 
market during June was a further gradual firming in 
rates. Prime names were being sold toward the end 
of June at a range of 4%-5 per cent, or *4 per cent 
higher than a month ago, and the highest level since 
March 1924. The demand for paper by the banks was
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rather small, a number of institutions indicating that 
they were reluctant to increase their investments in 
view of their large indebtedness to the Reserve Banks. 
Dealers were called upon to furnish only limited 
amounts of funds to open market borrowers, however, 
and consequently offering lists remained of moderate 
size. Twenty-four dealers reported at the end of May 
that they had outstanding $541,000,000 of commercial 
paper, an amount 5 per cent smaller than a month 
earlier, and 7 per cent smaller than on May 31, 1927.

Gold Movement
During the month of June there was an additional 

loss o f gold through net exports and earmarkings of 
$52,000,000. This brought the total loss of gold since 
the beginning of 1928 to $280,000,000, and since August
1927 to over $500,000,000. As a consequence the total 
gold stock of the United States has been reduced about 
10 per cent, from over $4,600,000,000, the highest point, 
reached in A pril 1927, to about $4,100,000,000.

The accompanying diagram is an attempt to vizualize 
the recent loss of gold in relation to the gain in gold 
which took place between the end of 1920 and mid-1927. 
It indicates that the gold loss during the past year has 
been between one-third and one-fourth as large as the 
total increase of the previous seven years, most of which 
occurred between 1920 and 1924. This leaves the gold 
stock of this country about $1,200,000,000 larger than at 
the end of 1920 just before the heavy import movement 
began.

In considering the effects of gold exports upon the 
credit structure it may be noted that the total increase 
in gold stock since the end of 1920 was used in two ways : 
first to repay member bank indebtedness at the Federal 
Reserve Banks, and second to supply the basis for a 
large expansion in member bank credit, which has in
creased member bank reserve requirements by 600 mil
lion dollars since 1920. As has been apparent in recent 
weeks the export of gold involves ordinarily either a 
liquidation of credit, which reduces bank requirements 
for reserves or else the calling into use of additional 
amounts o f Federal Reserve credit. Since the current 
gold export movement began last year there has been an 
increase rather than a decrease in bank credit and hence 
in member bank reserve requirements, and hence a larger 
use of Federal Reserve credit has been required. The 
amount of Federal Reserve credit in use is now about 
400 million dollars larger than a year ago. A  reduction 
in currency in circulation has also supplemented reserves 
by about 100 million dollars. The effect on the money 
market of this additional use of Reserve funds depends 
largely upon whether they are drawn into use through 
borrowing by member banks or by Federal Reserve pur
chases of acceptances or securities. In recent months the 
increases in Federal Reserve credit required because of 
gold exports have been in the form of member bank 
borrowing.

The principal gold movements during June were the 
export of $54,000,000 of gold previously earmarked to 
France; shipments of $10,000,000 to Great Britain, 
$4,000,000 to Italy, $3,000,000 to Poland, and $1,000,000 
to the Argentine; and the import of $18,600,000 from

4 6 1 0

1 9 2 ,1  1 9 2 7  1 9 2 6
G o ld  S t o c k  o f  th e  U n it e d  S t a t e s ,  S h o w in g  th e  T o t a l  I n c r e a s e ,  

L a r g e ly  t h r o u g h  I m p o r t s ,  f ro m  1 9 2 0  to  th e  H ig h  P o in t  o f  
1 9 2 7 , a n d  t h e  S u b s e q u e n t  L o s s  t h r o u g h  E x p o r t s  a n d  

E a r m a r k in g s .  ( I n  m il l io n s  o f  d o l l a r s ;  J u l y  1,
1 9 2 8  e s t im a t e d ) .

Canada. During the month there was a net reduction 
of $2,000,000 in gold held under earmark, as $57,000,000 
was released and shipped, while $55,000,000 additional 
gold was earmarked.

Net exports and changes in the amount of gold held 
under earmark during the past ten months are summar
ized below.

Gain or Loss of Gold through Exports and Earmarkings 
(In millions of dollars)

Month Net
Exports

Through
Earmarkings Total

1927
September........................................... — 11 — 9 — 20
October............................................... — 9 — 25 — 34

— 53 — 40 — 93
— 68 — 8 — 76

1928
— 14 +  6 — 8

February............................................. — 11 +  3 — 8
— 95 +  36 — 59
— 91 +  46 

— 26
— 45

May..................................................... — 82 — 108
June..................................................... — 54* +  2* — 52*

Total, 10 months............................ —488* — 15* —503*

* Preliminary

Stabilization of the Franc
Legal stabilization of the French currency on a gold 

basis became effective on June 25, after the French 
Parliament had passed by a large majority the bill sub
mitted by Premier Poincare fixing the value of the 
franc at 65% milligrammes of gold, 9/10ths fine. The 
gold parity between the franc and the dollar is thereby 
fixed at 3.9179 cents per franc or 25.5239 francs to 
the dollar, which is at a rate approximately equiva
lent to that at which the French currency has in fact 
been stabilized for the past year and one-half, as the 
accompanying diagram shows.

France has for the present a form of gold bullion 
standard which may become the traditional gold standard 
without further legislation. The Bank of France is given 
the option of paying its notes either in gold coin or in 
gold bullion of a certain minimum quantity, fixed for the 
present by the Bank at 215,000 francs. The fixed limit 
on the issuance of Bank of France notes has been re-
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moved and the bank is now required by law to keep 
a minimum gold reserve of 35 per cent of its notes and 
its sight deposits. It is noteworthy that the French 
Government did not require any foreign loan nor did 
the Bank of France obtain a central bank credit such 
as was secured by central banks of other countries in 
connection with their stabilization programs.

The French stabilization marks an important step in 
the return of the world to currency stability in terms 
of gold, and is particularly significant for world finance 
and trade because world money markets have been much 
affected in recent months by large movements of funds 
associated with French financial reconstruction.

The French return to gold payments brings close to 
completion the monetary stabilization of Europe. The 
following chronology indicates the progress of the re
turn to the gold or gold exchange standard by principal 
European and other countries for which dates can be 
given.
1920

January —  Salvador
1922

September —  Lithuania 
November —  Latvia

1923
July —  Colombia

1924
April —  Sweden 
June Hungary
October —  Germany

1925
January —  Austria 
April —  Australia

—  Dutch East
Indies

—  England
—  Netherlands
—  South Africa 

July —  Chile
The first statement of the Bank of France under the 

stabilization plan indicates that the total gold reserve is 
nearly 29 billion francs or $1,134,000,000, which is 
slightly larger in value than the total amounts of gold 
which the old statement showed under the three cate
gories, gold in hand, gold available abroad, and gold 
abroad not available. It gives the Bank of France a 
gold reserve equivalent to 49 per cent against its note

circulation and over 40 per cent against notes and sight 
deposit liabilities. The statement further indicates that 
the bank has foreign balances, both at sight and in the 
form of negotiable bills, totaling 26 billion francs, or 
over one billion dollars, not including nearly 10 billion 
francs of foreign exchange loaned. I f  gold and amounts 
available at sight abroad and in bills abroad, excluding 
foreign exchange loaned, are placed against notes and 
sight deposits, the percentage of cover is 77.5.

A  further interesting feature of the statement is that 
advances to the state, which formerly constituted a con
siderable percentage of the assets of the bank, have been 
largely wiped out by the application to this purpose of 
the profit from revaluation of the gold reserves, except 
for a small loan to the government without interest. 
The bank also holds negotiable bonds of the Caisse 
d A.mortissement and is thus in possession of a portfolio 
of negotiable securities.
Discount Rates Abroad

There were three changes in June in the discount rates 
of foreign central banks, a seasonal reduction in the 
rate of the Imperial Bank of India from 7 to 6 per cen t; 
a reduction in the discount rate of the Bank of Italy 
from 6 to 5 /̂2 per cent, following two previous reductions 
this year; and of the National Bank of Belgium from 
4^/2 to 4 per cent.

Country June 30, 1927 June 30, 1928
Belgium.................................................................... 5 4
England....................................................................

5
4K  
3 lAFrance......................................................................

Germany.................................................................. 6 7
Italy......................................................................... 7 5M

4M
5K
3M
6

Netherlands............................................................. 3H
4V2Norway....................................................................

Switzerland.............................................................. 3 M 
5India........................................................................
5.84 5.48

Foreign Exchange
Foreign exchange rates at New York tended to decline 

somewhat in June, probably due in part to seasonal con
ditions and in part to the comparatively high level of 
money rates in New York. Sterling and the continental 
exchanges in nearly all cases were slightly lower at the 
end of June than at the end of May, but remained con
siderably higher than a year ago.

The Canadian dollar was subject to a further dis
count in June, and a gold movement to New York began. 
The South American rates also weakened perceptibly, 
and the gold exports to Argentina ceased. Far Eastern 
rates also declined, especially Chinese rates.

The following table shows foreign exchange rates near 
the end of June, compared with a month previous and 
a year ago.

Country Cable rates
June 30, 1927 May 31, 1928 June 28, 1928

Belgium....................................... .1389 .1396 .1396
England....................................... 4.8553 4.8837 4.8762
France......................................... .0391 .0394 .0393
Germany...................................... .2369 .2394 .2390
Italy............................................. .0552 .0527 .0526
Netherlands................................. .4005 .4037 .4029
Norway........................................ .2585 .2680 .2676
Switzerland.................................
Canada........................................

.1925

.9985
.1927
.9982

.1928

.9975
Argentina..................................... .9650 .9715 .9674
Brazil........................................... .1178 .1203 .1193
India............................................ .3616 .3660 .3633
Japan........................................... .4711 .4665 .4648
Hong Kong, dollar..................... .4904 .5100 .5034
Shanghai, tael............................. .6259 .6704 .6598

1926 
January 
July 
October 
December

1927 
January 
April

August
October
December

1928 
January 
April 
May 
June

Finland
Canada
Belgium
Brazil

Denmark
Czechoslovakia
India
Argentina
Poland
Italy

Estonia
Norway
Greece
France
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The foreign merchandise trade of the United States 
showed a considerable increase in May, contrary to the 
usual seasonal tendency, and was larger than a year ago. 
Exports, valued at $423,000,000, showed an increase of 
$30,000,000 over last year and were larger than in May 
of any year since 1920, when commodity prices were at 
the highest level of recent years. Imports, valued at 
$355,000,000, were also somewhat larger than in A pril 
and were the largest for  May of any year since 1923.

Shipments abroad of raw cotton increased about 22 
per cent in volume from  the previous month, but re
mained somewhat smaller than a year ago; the value 
was considerably greater than in either A pril of this 
year or May of last year. Total grain exports were 
$11,000,000 smaller in value than a year ago.

The quantity of raw silk imported during May was 
45 per cent above the comparatively small volume of 
April and was somewhat larger than in May 1927. 
Quantity receipts of crude rubber, on the other hand, 
showed a decline as compared either with the previous 
month or a year ago.

Security Markets

Following the rapid advance of the previous three 
months, stock prices declined in June to approximately 
the levels of early March. The daily turnover on the 
New York Stock Exchange diminished sharply, from a 
high record of 5,200,000 shares on June 12 to between
1,000,000 and 2,000,000 shares during the latter part of 
the month. The extent of the fall in prices is indicated 
by a reduction of about 18 points or something less than 
10 per cent in representative averages of industrial 
stocks, and by a decline of about 10 points or about 7 
per cent in railroad shares. Later in the month, there

EO N U  PRICE5 FA T E

F o r e ig n  T r a d e

P r i c e s  o f  4 0  C o rp o r a t io n  B o n d s  ( D o w - J o n e s  A v e r a g e )  a n d  R a t e s  
o n  9 0 - d a y  T im e  M o n e y , J a n u a r y  to  J u n e  1 9 2 8 .

was some recovery from these levels and current quota
tions for industrial stocks are about 25 per cent higher 
than a year ago, while average prices of the rails are 
only slightly higher.

Corporation bond price averages showed another loss 
of a point during June, and are now 2%  points below 
the highest levels of the year. Ever since the first of 
the year the trend of bond prices has been downward 
in response to gradually firming money conditions, and 
in the last two months, when money rates advanced more 
rapidly, there was a correspondingly rapid decline in 
bond prices, as the accompanying diagram indicates.

United States Government obligations again declined 
but the net losses for the month were much smaller than 
in May. Foreign bonds continued to decline, and about 
one-half of the active issues sold at new low prices for 
the year.

New Financing

As a result of difficulty in distributing new issues, the 
creation of new securities during June proceeded at a 
much slower rate than in the previous four months. 
The volume of foreign offerings was better maintained 
than that of domestic issues. The principal foreign issues 
were a $70,000,000 loan of the Tokyo Electric Light 
Company, Ltd., yielding 6.80 per cent, a $50,000,000 
Abitibi Power and Paper Co., Ltd. of Canada issue, to 
yield 5.40 per cent, and a $25,000,000 Consolidated 
Agricultural Loan of German Provincial and Communal 
Banks, priced to yield 6.70 per cent, and in addition 
there were numerous other smaller issues, about one-half 
of which were of German origin. Domestic corporate 
offerings were considerably smaller than in the preceding 
m onth; the only sizeable domestic issue was one of 
$26,000,000 of Federal Land Bank bonds.

Employment and Wages

Factory employment in New York State showed a 
further seasonal decline of about 1 per cent in May, but 
for the country as a whole, there was practically no 
change; in both New York State and the entire country, 
employment remained below the levels of last year.

In New York State, employment in the metals and 
machinery group showed an increase for the second 
successive month, in contrast to the usual seasonal de
cline. This was due largely to further increases in the 
iron and steel, the brass, copper, and aluminum, and 
the railroad equipment industries. Employment in 
other industries generally was unchanged or showed 
small declines, after seasonal allowance.

The State Employment Service reports that, while 
factory employment continues below a year ago, out-of- 
door activities, such as building, farm, and road work, 
have shown a further expansion in June, and are fur
nishing more employment than last year. The ratio of 
orders for workers to applications for employment at 
New York State employment offices in the third week 
of June exceeded the corresponding figure of the pre
ceding year for the first time since April 1927.
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A n indication of improvement in general employment 
conditions since the first of the year is afforded also by 
the rate of voluntary labor turnover computed by the 
Metropolitan Life Insurance Company. This bank’s 
index series based on these figures, in which adjustment 
is made for seasonal variations, declined during the past 
winter to the lowest level in recent years, but in recent 
months has shown a moderate increase. Ordinarily an 
increase in voluntary labor turnover reflects increased 
opportunities for employment.

Production
Productive activity in general remained in May at 

about the same level as in February, March, and April, 
but there continued to be a considerable amount of 
irregularity between industries. Average daily produc
tion of steel ingots showed a decline of more than the 
usual seasonal proportions, and there were smaller de
creases in the daily rates of production of passenger 
automobiles and petroleum. On the other hand, the 
output o f motor trucks reached the highest level since 
September 1925, and increases were shown in the pro
duction of coal, and in daily mill consumption of both 
cotton and silk.

This bank’s indexes, in which allowance is made for 
the usual seasonal variations, and for year-to-year 
growth, are shown below.

(Computed trend of past years = 100 per cent)

1927 1928

May Mar. Apr. May
Producers' Goods

Pig iron...................................................... 114 104 107 110
Steel ingots................................................ 110 109 114 113
Cotton consumption................................. 108 95 89 97
Cotton movement..................................... 125 89 110
Woolen mill activity*............................... 88 86 83 86 p
Silk consumption*.................................... 128 140 98 115
Petroleum.................................................. 119 110 107 106p

82Bituminous coal........................................ 85 87 83
Coke........................................................... 109 100 103 109
Lumber...................................................... 96 101 98 95p

101Copper, U. S. mines................................. 99 96 99r
Lead........................................................... 107 100 92 93
Zinc.......................................................... 92 93 94 92
Tin deliveries............................................. 102 114 105 87
Leather, sole.............................................. 107 109 113 111
Cement....................................................... 125 106 113 125
Paper, total............................................... 102 107 106 112p
Wood pulp............................................... 98 100 96 99p

Consumers* Goods
Hogs slaughtered...................................... 99 128 66 100
Cattle slaughtered.................................... 111 94 91 101
Sheep slaughtered..................................... 108 106 102 109
Calves slaughtered................................... 85 83 80 82
Farm produce shipped............................. 106 95 87 103
Wheat receipts.......................................... 112 134 131 152
Corn receipts............................................. 83 158 141 148
Wheat flour............................................... 105 103 107 109
Sugar meltings, U. S. ports..................... 92 88 77 67
Gasoline..................................................... 95 97 95
Anthracite coal......................................... 116 76 111 ii4
Newsprint.................................................. 98 91 88 96
Printing activity....................................... 103 104r 105
Tobacco products..................................... 107 105 101
Boots and shoes........................................ 95 101 87 98p
Tires........................................................... 118 116 109
Automobile, passenger............................. 121 132 118 125
Automobile, truck..................................... 93 87 87 98

* Seasonal variation not allowed for p Preliminary r Revised

Building
Construction contracts awarded during May in the 

37 states East of the Rockies from which reports are 
received by the F. W . Dodge Corporation reached a 
larger total than ever before, 4 per cent above the pre

vious record volume of April, and 21 per cent higher 
than a year ago. Total contracts awarded between the 
first of January and the end of May likewise were the 
heaviest ever reported,— 9 per cent larger than in the 
corresponding period of 1927, and 7 per cent larger 
than in 1926. The volume o f building in the New York 
and Northern New Jersey district in May was much 
larger than a year ago, and the total for the first five 
months of the year was 12 per cent above that of 1927. 
The largest increases, however, have been in the New 
England and Central Western districts.

A  substantial increase in residential building has 
been chiefly responsible for the larger totals of this year, 
both for the month of May and for the completed five 
months, and as a result there has been a considerable 
increase in the amount of new floor space represented 
by contracts. The increase in public works and utilities 
projects, which last year was the principal factor in the 
maintenance of a large volume of contracts, during the 
first five months of this year continued to be substantial, 
but in dollar value was only about one-third as large 
as that shown by residential building. During the first 
three weeks o f June, the amount of building contracts 
awarded continued large, and the increase over last year 
was nearly as large as in May.

Indexes of Business Activity
Average daily freight car loadings increased more 

than usual in M ay; merchandise and miscellaneous 
loadings were larger than in the corresponding month 
of the previous year for the first time since A pril 1927, 
but loadings of bulk freight continued smaller. Foreign 
trade increased in May, contrary to the usual seasonal 
tendency; there were irregular changes in this bank’s 
indexes of domestic retail trade.

(Computed trend of past years =100 per cent)

1927

May Mar.

1928

Apr. May
Primary Distribution

Car loadings, merchandise and misc....... 107 103 104 105
Car loadings, other................................... 104 92 95 96

103 97 87 105p
110 104 98 107p

Panama Canal traffic............................... 87 86 89 84
Wholesale trade........................................ 99 98 93

Distribution to'Consumer
Department store sales, 2nd Dist........... 94 98 97 96
Chain grocery sales.................................. 106 102 103 102
Other chain store sales............................. 100 100 98 98
Mail order sales........................................ 100 97 100 110
Life insurance paid for............................. 106 111 106 110

102 95 97 95

General Business Activity
Bank debits, outside of N. Y. City........ 110 107 112 111
Bank debits, New York City.................. 129 159 162 167
Velocity of bank deposits, outside of

New York City..................................... 108 111 116r 117
Velocity of bank deposits, New York

131 162 164 169
Shares sold on N. Y. Stock Exchange.. . 179 281 306 307
Postal receipts........................................... 92 90 87 92
Electric power........................................... 108 104 104
Employment in the United States.......... 99 95 96 96
Business failures....................................... 105 115 102 113
Building contracts, 36 States.................. 123 125 133 144
New corporations formed in N. Y. State 113 115 110 118
Real estate transfers................................. 91 92 89 82

General price level.................................... 170 174 175 177
Composite index of wages....................... 222 223 221 222

p Preliminary. r Revised.
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Crops
As a result of the late spring, crop development this 

year has been retarded. W inter wheat did not have the 
usual snow protection; so that a substantial acreage was 
winter killed, and the indicated yield on the first of 
June (as reported by the United States Department of 
Agriculture) was 7 per cent under the harvest o f 1927. 
In Ohio, Indiana, and Illinois, the crop is expected to 
be only one-third that of a year ago, and of the sixteen 
largest producing states, gains were indicated for only 
five, with Kansas the only state to show a substantial 
increase. The condition of spring wheat, oats, rye, hay, 
and pastures was reported as below that of a year ago ; 
barley and fruit are the only crops for which increases 
were indicated.

Since the first of June, rains have improved materi
ally the condition of wheat and most of the other crops, 
but have retarded the development of cotton, which is 
reported to be in need of warm and dry weather.

Department Store Sales
Sales of leading department stores in this district in 

May showed the largest increase over last year that has 
been reported so far this year. Part of the increase was 
due to the fact that there were 26 business days in May 
this year, as compared with 25 last year, but even after 
allowance for this, the figures indicate more active trade 
than in April. The southern and eastern sections of the 
district reported the largest gains, while the northern 
and western sections reported either comparatively small 
increases or decreases. Apparel stores sales showed a 
large increase over May 1927.

The rate of stock turnover in department stores showed 
a moderate increase over last year in May, and the 
average for the first five months of the year is slightly 
above that of the corresponding period a year ago. The 
rate o f collections on charge accounts was slightly lower 
than last year, after allowance for the extra day this 
year.

Locality

Percentage 
Change 

May 1928 
compared with 

May 1927

Per cent of 
Charge 

Accounts 
Outstanding 

April 30, 
Collected in May

Net
Sales

Stock 
on hand 
end of 
month 1927 1928

New York...................................................... +  7.6 
— 1 . 1

— 1 . 1 51.3 52.6
Buffalo........................................................... — 0.3 44.6 55.9
Rochester....................................................... +  4.0 

+  1.7
+  0.9
— 3.2

40.1 41.9
Syracuse........................................................
Newark.......................................................... +  9.1 

+  6.4 
+  6.0 
+  1.4

— 0.7 46’.9 45‘.9
Bridgeport..................................................... — 1.7
Elsewhere...................................................... — 2.5 3 i ’.3 34.9

Northern New York State.......................
Central New York State......................... — 8.7
Southern New York State....................... +  4.1 

+  7.8Hudson River Valley District.................
Capital District......................................... +12.4

+12.4Westchester District.................................

All department stores................................... +  6.8 — 0.9 48.0 49.6

Apparel stores............................................... +18.8
+19.7

+  4.8 48.5 51.3
Mail order houses.........................................

May sales and stocks in the principal departments are 
compared with those of a year ago in the following table.

Net Sales 
Percentage Change 

May 1928 
compared with 

May 1927

Stock on Hand 
Percentage Change 

May 31, 1928 
compared with 
May 31, 1927

Musical instruments and radio. . . . +25.4 —29.6
+24.0 +  8.0

Books and stationery...................... +21.9 +  0.4
Women’s ready-to-wear accessories + 12.8 — 1 . 2
Luggage and other leather goods... +11.5 — 24.0
Home furnishings............................ +10.7 +  0.7
Toys and sporting goods................ + 10.6 +  4.4
Silverware and jewelry................... +10.4 — 3.2
Men’s furnishings............................ + 10.2 — 13.4
Cotton goods................................... +  8.2 — 7.4
Women’s and Misses’ ready-to-wear +  7.6 +  0. 1
Toilet articles and drugs................. +  7.2 +  1.4

+  5.7 — 7.4
+  5.4 +  0.4

Linens and handkerchiefs............... +  4.6 — 7.5
Men’s and boys’ wear..................... +  0.4 — 1 . 2
Silks and velvets.............................. — 4.3 — 6.3
Woolen goods................................... — 7.7 — 17.9
Miscellaneous................................... — 0.9 — 7.7

Wholesale Trade

Following decreases in each of the two months pre
ceding, wholesale trade in this district in May was 
slightly larger than a year ago, due partly to one more 
business day than in May of last year. Commission 
house sales of cotton goods and sales of m en’s clothing 
showed fairly substantial increases following declines 
in March and April, shoe sales were closer to those of 
last year than in any month since January, and drug 
and stationery sales showed the largest increases so far 
this year. Hardware, paper, and silk goods sales also 
showed moderate increases over a year ago, and grocery 
sales continued close to those of last year. Orders re
ported by the Machine Tool Builders Association con
tinued to be much larger than a year ago. In the 
women’s clothing and diamond trades, however, sales 
remained smaller than last year.

Stocks of cotton goods and shoes held by wholesale 
dealers at the end of May were considerably smaller than 
a year ago, but silk stocks reported by the Silk Associa
tion were substantially larger. Stocks of drugs, jewelry 
and diamonds, and hardware also were larger than a 
year ago.

Commodity

Percentage 
Change 

May 1928 
compared with 

April 1928

Percentage 
Change 

May 1928 
compared with 

May 1927

Per cent of 
Accounts 

Outstanding 
April 30, 
Collected 
in May

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1927 1928

Groceries.............. +  6.3 
—24.2

— 6.4 — 1 .8 
+  8.9 
—20.9 
— 8.0
— 3.4

+  8.4 
+  3.8
— 0.9 
+29.8  
+  5.7 
+61.4  
+  9.7 
+  5.2 
— 12.4
— 0.6

+  0.7 71.9
33.8

3i .2

75.4
35.4

3il9

Men’s clothing............
Women’s dresses.........
Women’s coats and suits 
Cotton goods—Jobbers 
Cotton goods — Com

mission ............

+ 12.2 
—63.8 
+  3.2

+30.4  
+  3.2 
+11.9  
— 18.6 
— 6.7

— 2.5 — 15* i

Silk goods..................... +  4.2* 
— 1 .8 __ 7 5

+15^0* 
— 1 1 .6  
+ 12.8 
+  3.2

48‘.2 
42.0 
52.7 
49.4

49‘.2
45 9Shoes................

Drugs................... 56! 2 
49.9Hardware............. — 6 >

Machine tools**.......... — 7.5
Stationery.............. +10.9  

+  3.0 
— 5 4

6i '.0
65.3

)
6i'.3Paper..................

Diamonds............. }— 2.4 } +  7.1
Di . *71

Jewelry............. +18.9 24.9 25.1J ) }
Weighted Average. . . . — 6.2 +  2.8 50.2 52.3

* Quantity not value. Reported by the Silk Association of America.
• Reported by the National Machine Tool Builders’ Association.
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1924 1925 1926 1927 1926
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R e s e r v e  B a n k  C r e d i t :  M o n t h ly  A v e r a g e s  o f  
D a i ly  F ig u r e s  fo r  1 2  F e d e r a l  R e s e r v e  B a n k s .  

( L a t e s t  f ig u r e s  a r e  a v e r a g e s  o f  f i r s t  
2 2  d a y s  in  J u n e ) .

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

INDUSTRIAL production continued during May in about the same volume 
as in the three preceding months. Wholesale and retail trade increased in 

May and the general level of commodity prices showed a further advance. 
Security loans of member banks, which were in record volume in May, declined 
considerably during the first three weeks in June. Conditions in the money 
market remained firm.

P roduction

Production of manufactures was slightly smaller in May than in April, 
when allowance is made for usual seasonal variations, while the output of 
minerals increased somewhat. Production of steel declined in May from the 
high level attained in April but was in about the same volume as a year ago. 
Since the first of June buying of steel products has been light and there have 
been further decreases in production. Daily average production of automobiles 
was in about the same volume in May as in April and preliminary reports for 
the first three weeks in June indicate that factory operations were maintained 
at practically the same level. Activity of textile mills was somewhat larger 
in May and there were also increases in the slaughter of livestock and in the 
production of building materials, nonferrous metals, and coal, while the pro
duction of petroleum declined. The value of building contracts awarded 
during May, as reported by the F. W. Dodge Corporation for 37 states East 
of the Rocky Mountains, was larger than in any previous month, and awards 
during the first half of June exceeded those for the corresponding period of 
last year. Indicated production of winter wheat, as reported by the Depart
ment of Agriculture on the basis of June 1 condition, amounted to 512,000,000 
bushels, 40,000,000 bushels less than the harvested production of 1927.

T rade

Distribution of merchandise, both at wholesale and at retail, was in larger 
volume in May than in April. Making allowances for customary seasonal 
influences, sales in all lines of wholesale trade showed increases, although in 
most lines they continued in smaller volume than a year ago. Department 
store sales were larger than in April, and at about the same level as a year 
ago, while sales of chain stores and mail order houses showed increases both 
over last month and over last year.

Volume of freight-car loadings increased further during May, but con
tinued smaller than during the corresponding month of either of the two 
previous years. Loadings of miscellaneous commodities, however, which 
represent largely manufactured products, were larger in May of this year 
than in that month of any previous year.

P rices

The general level of wholesale commodity prices, as indicated by the 
Bureau of Labor Statistics index, increased in May by over one per cent to 
98.6 per cent of the 1926 average, the highest figure recorded for any month 
since October 1926. There were increases in most of the principal groups of 
commodities but the largest advances in May as in April occurred in farm 
products and foods. Contrary to the general trend, prices of pig iron, hides, 
raw silk, fertilizer materials, and rubber showed declines during the month. 
Since the middle of May there have been decreases in prices of grains, hogs, 
sheep, pig iron, and hides, while prices of raw wool, nonferrous metals, lumber, 
and rubber have advanced.

B a n k  Credit

Loans and investments of member banks in leading cities on June 20 
showed a decline from the high point which was reached on May 16. Loans on 
securities, which had increased by more than $1,000,000,000 since May 1927 
declined $200,000,000, while all other loans, including loans for commercial 
and agricultural purposes, increased somewhat. There was a small increase 
in total investments.

During the four weeks ended June 20 there were withdrawals of nearly 
$75,000,000 from the country’s stock of gold, and the volume of Reserve Bank 
credit outstanding increased somewhat, notwithstanding a decline in member 
bank reserve requirements. Member bank borrowing at the Reserve Banks 
continued to increase and early in June exceeded $1,000,000,000 for the first 
time in more than six years. Acceptance holdings of the Reserve Banks 
declined considerably, while there was little change in their holdings of U. S. 
securities.

After the middle of May firmer conditions in the money market were 
reflected in advances in the open market rates to the highest level since the 
early part of 1924.
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Money Market in July
A t the close of July money rates were distinctly higher 

than at the beginning of the month. Rates for commer
cial paper and bankers acceptances and yields of Govern
ment securities were from a quarter to a half of one per 
cent higher than in the latter part of June and at least 
one per cent higher than at this time last year. Bank 
rates to commercial customers, however, showed only 
moderate advances. A  comparison of rates is shown in 
the following table:

Money Rates at^New York

July 30, 1927 June 29, 1928 July 31, 1928

Call money.............................................. *3M-4 *6 Vl-7 y2 *5^-6
Time money-90 day............................... 5H-Vs 6
Prime commercial paper........................ 4 -4^ 4%-5 5H
Bills-90 day unindorsed......................... 3H 4 Vs
Customers’ rates on commercial loans. . f4.47 f4.84 f5.09
Treasury certificates and notes

Maturing December 15...................... 2.78 3.99 4.28
Maturing March 15........................... 3.19 4.03 4.32

Federal Reserve Bank of New York 
rediscount rate.................................... 4 4M 5

Federal Reserve Bank of New York 
buying rate for 90 day bills............... 3M 4 4 X

♦Prevailing rate for preceding week 
t Average rate of leading banks at middle of month

mLIOmofJDOLLARS

While increases during the course of the month of 
one-half of one per cent in discount rates o f seven of 
the Federal Reserve Banks have been an influence in 
the direction of higher rates, firmer money conditions 
are a logical outcome of the banking situation. Specific
ally, higher rates have reflected an increasingly vigorous 
effort by the banks of the country to correct an over
loaned position.

Principally because of gold exports of over $500,- 
000,000 since last autumn, and in smaller degree 
because o f Federal Reserve sales of securities and 
increases in the volume of credit, the banks have 
found it necessary to borrow increasingly large amounts 
from the Reserve Banks to maintain the minimum 
reserves required by law. A n inspection of the bal
ance sheets of the banks shows an increasing dis
crepancy between their deposits and their loans and 
investments. Decreases in deposits in recent months have 
not been compensated fully by decreases in loans and 
investments, and the banks have been making up the 
difference by borrowing from the Federal Reserve 
Banks. By the end of June this borrowing mounted to 
over one billion dollars and has since remained near that

BILLIONS o f DOLLARS

Growth of Total Loans and Investments of All Reporting Member
Banks, 1925 to 1928.

C h a n g e s  in  L o a n s  a n d  I n v e s t m e n t s  o f  A l l  R e p o r t in g  M e m b e r  
B a n k s .  1 9 2 7  a n d  1 9 2 8 .
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figure. This is the largest amount of member bank bor
rowing since 1921.

Conservative bankers are not content to continue long 
in a position where they can balance their books only 
by borrowing money. While funds from  the Reserve 
Banks are available to meet seasonal and unusual needs, 
it is not regarded as sound banking for a bank to be 
continuously dependent upon the use of such funds. In 
conformity with these principles and in anticipation of 
autumn credit and currency requirements many mem
ber banks have in recent weeks begun to take steps to 
repay the Reserve Banks. Total loans and investments 
o f reporting member banks have shown no increase 
since May, with the exception of a temporary rise to 
meet holiday and month-end requirements at the begin
ning o f July. Since May there has in fact been a 
gradual decrease in bank loans on stocks and bonds, and 
in July banks began to decrease their investment 
accounts. The reduction in loans and investments has 
been more marked in New York City than elsewhere.

The accompanying diagrams show the changes in the 
volume and character o f bank credit in use as reported 
by member banks in principal centers having about 40 
per cent o f the banking resources of the country. Since 
a year ago the total loans and investments o f these banks 
have increased nearly one and three-quarter billion dol
lars, a larger increase than in any year since 1924 (when 
gold imports were heavy), and much larger than is re
quired by the usual growth in the country’s business. 
Much of this increase took place during a time when the 
banks were losing deposits and reserves through the 
export of gold. The analysis of the credit increase, shown 
in the second diagram, indicates that it took the forms 
principally o f loans on stocks and bonds and invest
ments, although there was some increase in “  other 
loans, ’ ’ the bulk of which is presumably for commercial 
use. The diagram shows that recent reductions have been 
in loans on stocks and bonds and in investments rather 
than in commercial loans.

C a l l  M o n e y  M a r k e t

A  fluctuation in call money rates unusual for recent 
years occurred in July when the rate for new loans 
reached 10 per cent on Monday July 2 and dropped to
5 per cent on the following day. The 10 per cent rate 
on July 2 was not difficult to explain in view of the 
usual tendency for rates to rise sharply at the end of 
June and beginning of July because o f the combination 
o f a large demand for funds for “ window dressing7’ for 
June 30 statements of banks and corporations, large 
currency withdrawals for the July 4th holiday, and the 
accumulation of corporation deposits in preparation for 
dividend disbursements. The stringency was accentuated 
this year by corporation withdrawals of funds from the 
call market and the reluctance of banks to take over 
such loans because o f their already heavy borrowing 
from the Reserve Banks. The demand for funds on 
Monday did, however, lead to heavy borrowing and the 
loans o f the Federal Reserve Bank of New York 
increased 63 million dollars on that day. On Tuesday 
out-of-town banks and others who had built up their 
deposits in New York on Monday withdrew about 90 
million dollars and placed it in the call market, while

New York banks decreased their call loans correspond
ingly and repaid the Reserve Bank 86 million dollars. 
This rapid shift of funds into the call market, continuing 
for several days thereafter, appears to have been largely 
responsible for the reduction in the call rate. There 
was no considerable flow of funds into New York on 
July 3rd.

During most of the month the call rate fluctuated 
between 5 and 6 per cent and in the latter half of 
the month 5y2 per cent was the most frequent rate, a 
somewhat lower level than the general credit situa
tion would seem to justify. The second half of 
July, however, is ordinarily a time when funds flow 
toward New York. Other factors were some reduction 
in the demand for call money and some flow of funds 
into the market from corporations and individuals with 
temporarily idle funds awaiting later employment in 
business or awaiting investment.

B il l  M a r k e t

Investment demand by foreign account improved dur
ing July, but was slightly less than the supply o f bills, 
while domestic account buying was very light. There 
were two increases in open market rates which raised 
quotations for the various maturities of bills from  to 
%  of one per cent above the rates prevailing at the open
ing of the month to the highest levels since October 
1921. The first upward revision occurred around the 
time when discount rate increases were made effective 
by several Reserve Banks, and this change carried the 
offering rate for 90 day unindorsed bills to 4%  per cent. 
Towards the end of the month, there was some decline 
in the demand and the dealers were faced with the 
beginning of a seasonal increase in offerings of new 
bills; so that rates for all maturities were raised %  
per cent further, making the 90 day quotation 4%  per 
cent. Dealers’ portfolios of bills were about the same 
at the end of the month as at the beginning.

C o m m e r c ia l  P a per  M a r k e t

Rates for prime commercial paper continued to 
harden during July. A t the beginning of the month 
dealers’ offerings were made at 4%  and 5 per cent, but 
as the result of the successive marking up of rates, the 
range by the end of the month became 5 to 5%  per cent. 
The effective rate at which the m ajor proportion of 
the sales was made in the latter part of the month was 
5^4 per cent, which is the highest quotation for  open 
market paper since October 1923. Dealers again re
ported a rather slack demand for paper on the part of 
the banks throughout the country, and at the same time 
supplies o f paper on hand remained limited. A t the 
present level o f rates it was reported that many bor
rowers preferred to borrow directly from their banks 
rather than through the open market. Some confirma
tion o f this tendency may be found in the relatively 
high level o f unsecured loans of reporting banks. On 
June 30 the amount o f commercial paper outstanding 
through 24 dealers had declined 7 per cent from the 
previous month to $503,000,000, the smallest figure in 
at least 10 years, and 13 per cent below the outstandings 
of a year ago.
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Discount Rates Abroad
There were two changes in central bank discount rates 

during July. On July 17 the National Bank of Austria 
advanced its rate to 6%  per cent from 6 per cent, at 
which level it had been maintained since January 28,
1928. The official rate of the Imperial Bank of India 
was on July 19 reduced 1 per cent further from 6 per 
cent to 5 per cent, following a reduction from 7 per cent 
to 6 per cent in June; these reductions apparently rep
resent simply the usual seasonal changes.

Gold Movement
The net loss of gold during July was the smallest for 

any month since the gold outflow began last September. 
Heavy shipments continued, but consisted largely of 
gold that had been previously taken from  the gold stock 
of this country and held under earmark for foreign 
account. Most of the foreign exchanges were closer to 
the gold import points than to the gold export points 
during July, and, in fact, some gold was received from 
Canada on exchange transactions which approximately 
offset special purchases of gold by foreigners in this 
market during the month.

The principal gold movements during July included 
the export to France of about $61,500,000 of gold pre
viously earmarked, exports of $4,000,000 to Italy and 
$3,000,000 to Brazil, and imports totaling $8,000,000 
from Canada. The official figures on gold movements 
during July will also include the export of $3,000,000

GAIN OR LOSS OF GOLD 
(In millions of dollars)

AT NEW YORK 59

DOLLARS DOLLARS

R e la t io n  to  P a r  a n d  to  G o ld  E x p o r t  a n d  Im p o r t  P o in t s .

to Poland, which was previously reported as shipped in 
June. Earmarking transactions during the month in
cluded the release o f $61,500,000 from earmark for ship
ment, and new earmarking of $500,000.

Foreign Exchange
Nearly all of the foreign exchange rates at New York 

declined rapidly in July, and, whereas many of the 
exchanges were considerably above par in May— some 
close to their gold export points— several of the leading 
exchanges fell below par by the latter part of July. The 
decline may be attributed partly to the usual seasonal 
tendencies, but the unusual rapidity of the decline ap
pears to have been due to the relatively high level of 
money rates in this market which has attracted funds 
here from other markets.

Sterling declined steadily and reached the lowest point 
since early last August; French and Swiss francs also 
went to a discount; and Belgian, Dutch, German, and 
Norwegian exchanges declined substantially from the 
fairly high levels that prevailed until recent weeks.

The Canadian dollar declined shortly after the middle 
of July to the lowest point since March 1926, but sub
sequently recovered rapidly and at the end of the month 
was above par. The Argentine peso also declined rapidly 
to a level below that which prevailed at this time last 
year. The Brazilian milreis, however, was relatively 
firm.

In the Far East, the yen was depressed, and the rupee 
continued its downward trend.

Month
Net Exports* (—) 

or Imports (+ )

Net increase in 
earmarkings (—) 
or releases from 
earmark (+)

Net gain 
or loss

1927
September.................... — 11 — 9 — 20
October......................... — 9 — 25 — 34
November.................... — 53 — 40 — 93
December..................... — 68 — 8 — 76

1928
January........................ — 14 +  6 — 8
February................ — 11 4* 3 — 8
March........................... — 95 +  36 — 59
April............................. — 91 +  46 — 45
May.............................. — 82 — 26 —108
June.............................. — 80 +  30 — 50
July............................... — 641 +  611 — 3t

Total, 11 months... . —578t +  74J —504 J

*=Incliiding export of gold previously earmarked. t—Preliminary.

Cable rates

Country
July 30, 1927 June 30, 1928 July 30, 1928

Austria......................................... .1405 .1407 .1409
Belgium........................................ .1390 .1397 .1392
England.......... *............................ 4.8557 4.8766 4.8576
France.......................................... .0391 .0393 .0391
Germany...................................... .2378 .2390 .2388
Italy............................................. .0544 .0526 .0523
Netherlands................................. .4007 .4029 .4021
Norway........................................ .2582 .2677 .2670
Switzerland.................................. .1926 .1928 .1925
Canada......................................... .9987 .9976 1.0004
Argentina..................................... .9661 .9673 .9602
Brazil............................................ .1182 .1195 .1194
India............................................. .3610 .3631 .3620
Japan.......................................... .4714 .4649 .4532
Hong Kong, dollar...................... .4893 .5033 .5005
Shanghai, tael............................. .6220 .6592 .6534
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For several years this bank has received monthly re
ports on the deposits of 15 representative savings banks 
in New York City and 15 elsewhere in the district. In 
general, the growth of deposits in the banks outside of 
New York City has been only slightly more rapid than 
would have been the case if  the deposits of 1918 had 
been left without additions or withdrawals but with in
terest compounded at 4 per cent semi-annually; the 
growth in New York City has been somewhat more 
rapid.

In view of the reported withdrawal of savings de
posits to finance speculation in stocks it is interesting 
to note that the increase in the deposits of the 15 report
ing banks outside of New York City during the past year 
has been somewhat larger than in either of the two 
previous years. In New York City the increase has 
been slightly smaller than last year, but about the same 
as the average for the past two years.

mUONSe/DOLLARS MILLIONS JlOLLARS2000

S a v in g s  B a n k  D e p o s it s
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D e p o s it s  in  1 5  R e p r e s e n t a t iv e  S a v in g s  B a n k s  in  N e w  Y o r k  C i t y  
a n d  1 5  E l s e w h e r e  in  t h e  S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t .

Security Markets
Stock prices fluctuated irregularly during July, and 

the daily turnover of stocks during the greater part of 
the month was between 1 and 2 million shares, or about 
half the average volume during May. Toward the close 
o f July, average prices o f industrial shares were several 
points below the highest levels o f early June, but were 
considerably above the low levels reached in the June 
reaction. Railroad stocks were nearer their recent low 
points than the highest levels of the year.

Bond prices advanced slightly shortly after the first 
of July in response to demand for bonds in reinvestment 
of dividend and interest disbursements, but the advance 
was not long sustained. During the rest of the month 
prices o f corporation bonds declined and the total de
cline for the month, about one point, was about the 
same as in each of the previous two months. Corpora
tion bond averages are now at the lowest levels since 
November 1926, and more than 3%  points below the 
highest levels of the current year. United States Gov
ernment long term obligations during the month sold 
down to the lowest levels of the year; Treasury bonds 
showed net losses for the period averaging nearly 3 
points, while in the case of Liberty issues losses aver
aged about %  of a point.

New Financing
Total security offerings during the first half of 1928 

amounted to $5,700,000,000, as compared with $5,300,- 
000,000 in the first half of 1927 and $4,100,000,000 in 
the first half o f 1926. The increase over last year was 
wholly due to an increase of about $400,000,000 in re
funding issues. As between domestic and foreign issues, 
domestic offerings (exclusive of refunding issues) de
creased more than $200,000,000 from the first half o f 
1927, while foreign borrowings increased by about an 
equivalent amount. There was a notable change in the 
character of new domestic corporate offerings in that 
long term bond issues decreased approximately $460,- 
000,000, largely during May and June, while stock offer
ings increased about $350,000,000. State and municipal 
issues were about $100,000,000 smaller than a year ago.

Preliminary figures for July show a pronounced de
crease in new financing, much greater than the usual 
seasonal decrease. The July total appears in fact to be 
only about one-fourth as large as the June total, and 
approximately half as large as the total of July last 
year. A ll principal classes of domestic issues were in 
smaller volume than in the previous month or a year 
ago. The largest reduction was in public utility financ
ing. There was also a substantial decrease in foreign 
loans compared with June, and a moderate decline com
pared with a year ago.

The decrease in new financing in July may be ascribed 
to the very heavy offerings of the first half o f the year 
made during a period when gold was being exported and 
interest rates were rising, and to the generally over
loaned position of the banks o f the country which has 
recently made them sellers rather than buyers o f secu
rities. It has been difficult to distribute new issues and 
funds to carry them have been obtainable only at rela
tively high rates.

Foreign Trade
Both exports and imports of merchandise showed sea

sonal declines in June. Exports, valued at $390,000,000, 
were $32,000,000 smaller than in May, but were larger 
than in June of any of the past seven years. Imports, 
valued at $317,000,000, showed a decline o f $38,000,000 
from the May total, and a similar decline from  the total 
for June of last year.

For the year ended June 30, 1928 the total foreign 
trade of the United States was slightly smaller than in 
the preceding year; both exports and imports were some
what smaller. Exports totaled $4,878,000,000 and im
ports totaled $4,148,000,000, leaving a favorable balance 
o f trade of about $730,000,000, a slightly larger amount 
than in the previous year.

Exports of cotton showed a further seasonal decline in 
June and were somewhat smaller in volume than a year 
previous, although, due to higher prices, the value was 
larger than in June 1927. The total amount of cotton 
shipped abroad during the fiscal year was approximately 
30 per cent smaller than in the previous year, but the 
total value was only about 5 per cent less. Grain exports 
also declined in June and were smaller than a year a go ; 
the total value of grain shipments during the past 
twelve months was slightly less than in the previous year.
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Quantity imports o f raw silk were smaller in June 
than in May but were larger than in June 1927, and the 
total for the fiscal year showed a slight increase over the 
preceding year. Rubber imports continued to decline, 
and the total during the past twelve months was about 
3 per cent smaller in quantity than in the previous year 
and considerably smaller in value, due to the substantial 
decline in prices.

Indexes of Business Activity
This bank’s indexes of various types of business ac

tivity showed no consistent change in June. Retail trade, 
especially mail order trade, was more active than in 
May, after allowance for the usual seasonal changes, and 
showed a substantial increase compared with a year ago. 
Car loadings, adjusted for seasonal variations, declined 
somewhat following a gradual increase in the months 
just preceding, and were smaller than in June 1927. 
Wholesale trade and foreign trade also declined.

June indexes, in which allowance is made for year-to- 
year growth, for the usual seasonal variations, and where 
necessary for price changes, are compared in the follow
ing table with indexes for other recent months and a
year ago.

(Computed trend of past years=100 per cent)

1927 1928

June Apr. May June
Primary Distribution

Car loadings, merchandise & misc.......... 106 104 105 101
Car loadings, other................................... 97 95 96 91
Exports...................................................... 99 87 104 102 p
Imports...................................................... 118 98 105 98 p
Panama Canal traffic................................ 91 89 84 80
Wholesale trade......................................... 99 93 100 93

Distribution to Consumer
Department store sales, 2nd Dist............ 101 97 96 103
Chain grocery sales................................... 109 103 102 104
Other chain store sales............................. 100 98 98 102
Mail order sales......................................... 106 100 110 123
Life insurance paid for............................. 112 106 110 111
Advertising................................................. 99 97 95 95

General Business Activity
Bank debits, outside of N. Y. City . . . . 107 112 111 114
Bank debits, New York City................... 129 162 167 167
Velocity of bank deposits, outside of

New York City.............................. 106 116 117 119
Velocity of bank deposits, N. Y. City.. . 
Shares sokl on N. Y. Stock Exchange. . .

128 164 169 177
185 306 307 239

Postal receipts........................................... 95 87 92 89
Electric power........................................... 107 104
Employment in the United States.......... 100 96 ’96 97
Business failures........................................ 115 102 113 121
Building contracts, 36 States................... 141 133 144 138
New corporations formed in N. Y. State 123 110 121r 127
Real estate transfers..................... ........... 96 89 82
General price level..................................... 171 175 177 176
Composite index of wages........................ 221 221 222 223

p=Preliminary r=Revised

Commodity Prices
A fter reaching in May the highest level since 1926, 

the wholesale price index of the United States Bureau 
of Labor Statistics reacted a point in June. Increases 
in prices of agricultural commodities and their products 
largely accounted for the substantial advance from 
March to May, but there were also increases in certain 
other commodities, particularly building materials, fo l
lowing almost continuous declines since the autumn of
1926. The decline in June was entirely accounted for by 
lower agricultural prices, as in general there was a 
further slight increase in other prices.

PERCENT.

U n it e d  S t a t e s  B u r e a u  o f  L a b o r  S t a t i s t i c s  G e n e r a l  In d e x  o f  
W h o le s a le  P r i c e s  a n d  F e d e r a l  R e s e r v e  B a n k  o f  N e w  

Y o r k  W e e k ly  In d e x  o f  B a s i c  C o m m o d it y  P r i c e s ,  
( 1 9 1 3 = 1 0 0  p e r  c e n t ) .

This bank’s index of basic commodity prices has also 
been influenced largely by fluctuations in agricultural 
products. A  substantial decline in May and the early 
part of June from  the high point reached at the end of 
April was due largely to declines in wheat and corn 
prices, reflecting improved crop prospects. A fter this, 
sharp increases in the prices of hogs, steers, and cotton 
brought the index in the first week of July to a new 
high level for the year, but subsequently renewed 
declines in wheat and cotton have lowered the index 
somewhat.

Crops
Current reports by the United States Department of 

Agriculture indicate that an increase in total crop acre
age this year may be more than offset by lower yields 
per acre, although much depends upon weather condi
tions between now and harvest. Smaller production 
than in 1927 is indicated by the July 1 reports for corn, 
wheat, rye, and hay, while an increase is forecast in 
oats, barley, and tobacco.

The advance in farm prices over 1927 has been larger 
than the probable decline in production, and conse
quently the income of the farming community appears 
likely to show a further increase this year. According 
to an estimate by the Standard Statistics Company, the 
indicated total value of nine major crops is about 5 per 
cent above a year ago.

This season’s crops, indicated by July 1 forecasts, are 
compared in the following table with actual yields last 
year and the average crops of the past five years.

(In millions)

Crop

1923-1927
Average
Harvest

1927
Harvest

Indicated 
by Condition 
July 1, 1928

Corn, bushels........................................... 2,752
808

2,774 2,736
All wheat, bushels................................... 873 800
Oats, bushels........................................... 1,348

209
1,184

264
1,320

303Barley, bushels........................................
Potatoes, white, bushels......................... 384 407 444
Tobacco, pounds..................................... 1,336

93.1
1,196

106.5
1,312

84.4Hay, tame, tons......................................
Apples, total, bushels............................. 183 123 178
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After remaining for four months at practically a 
constant level, except for seasonal fluctuations, a com
posite index of production in leading industries declined 
somewhat in June. The output of pig iron and steel 
ingots decreased more than usual, and there were also 
declines, after allowance for usual seasonal changes, in 
petroleum and coal productions. Cotton consumption 
fell to a level 23 per cent below that of a year ago, and 
this bank’s index was lower than at any time since 
July 1926; woolen mill activity and mill consumption 
of silk also were smaller than in May. The output of 
passenger automobiles did not decline as much as usual, 
but the production of trucks was sharply reduced. Out 
of twenty-six of this bank’s production indexes now 
available, seventeen declined in June, and nine advanced.

During July employment at Detroit increased 
further to a new high level for the year, indicating 
that the automobile industry as yet is not showing 
the usual tendency toward a seasonal decline. There 
has been some increase in the production of bituminous 
coal and of crude petroleum, but steel mill operations 
have been reduced slightly from the June level, and 
production of cotton goods, lumber, and anthracite coal 
have shown further declines.

62

P r o d u c tio n

(Computed trend of past years— 100 per cent)

1927 1928

June April May June

Producers' Goods
Pig iron...................................................... 108 107 110 107
Steel ingots................................................. 98 114 113 104
Cotton consumption................................. 116 89 97 88
Cotton movement..................................... 98 110 125 79
Woolen mill activity*............................... 89 83 85 83p

109Silk consumption*..................................... 110 98 115
Petroleum.................................................. 118 107 108 104p

78Bituminous coal........................................ 81 83 82
Coke........................................................... 102 103 HOr 103p
Lumber. . : ................................................. 96 98 95p

101Copper, U. S. mines................................. 99 99 io3
Lead............................................................ 105 92 93 90p

97Zinc............................................................ 98 94 92
Tin deliveries............................................. 88 105 87 104
Leather, sole.............................................. 107 113 112r 113
Cement....................................................... 133 113 125 130
Paper, total................................................ 103 106 113
Wood pulp................................................. 97 95 r 99

Consumers' Goods
Hogs slaughtered....................................... 105 96 100 99
Cattle slaughtered..................................... 107 91 101 94
Sheep slaughtered..................................... 108 102 109 112
Calves slaughtered.................................... 87 80 82 76
Farm produce shipped............................. 99 87 103
Wheat receipts........................................... 112 131 152
Corn receipts............................................. 90 141 148
Wheat flour................................................ 100 107 109 95
Sugar meltings, U. S. ports...................... 96 77 67 75
Gasoline...................................................... 95 95 96
Anthracite coal.......................................... 97 111 114 *72
Paper, newsprint....................................... 97 88 96 92
Printing activity....................................... 104 105
Tobacco products........................ ............. 105 101 ios
Boots and shoes......................................... 107 88r 96 i02p
Tires.............................................. 117 109 122
Automobile, passenger.............................. 102 118 125 i29
Automobile, truck..................................... 91 87 98 85

*=Seasonal variation not allowed for p=Preliminary r=Revised

Employment and Wages
Contrary to the usual seasonal tendency, factory em

ployment increased slightly in June, and this bank’s 
index, in which allowance is made for the usual seasonal 
variations, reached the highest level since last October. 
There was also an expansion in out-of-door activities, 
such as building, farming, and road work.

A  measure of the improvement in employment condi
tions is to be found in the ratio of orders for workers 
to applications for employment at New York State Em
ployment Offices, which has increased sharply since Feb
ruary, and during the past month has averaged only 
slightly below the level of a year ago.

Average weekly earnings of factory workers also have 
shown an improvement in New York State, and in May 
and June reached new high levels for those months; 
farm wages, however, are reported as somewhat below 
the level of a year ago.
Building

Building contracts reported to the F. W . Dodge Cor
poration during June showed a small decline from the 
large volume of May but were larger than in June of 
any previous year. The increase over June 1927 was 
about 3 per cent for all districts combined. During 
July the average daily volume of contracts reported 
was slightly larger than a year ago.

For the completed half year there was an increase of 
8 per cent over the corresponding six months of 1927 
and of 9 per cent over the corresponding period in 1926 
for all districts combined. In the New York and North
ern New Jersey district the increase was 9 per cent com
pared with last year and about 4 per cent compared 
with 1926. A n increase in residential building contracts 
has been the most important element in the larger vol
ume of construction work this year. There has also been 
a considerable increase in contracts for public works and 
utilities and in industrial building, and some increase 
in educational building. Commercial and miscellaneous 
projects, however, have been somewhat smaller than 
in 1927.

The following table shows the volume of construction 
contracts awarded in the 37 states as a whole and in this 
district during the first half of 1928, and the change 
compared with the corresponding period last year.

(In millions of dollars)

Class

Total 
37 States

New York and Northern 
New Jersey

January
to

June
1928

Change
compared

with
Jan.-June

1927

January
to

June
1928

Change
compared

with
Jan.-June

1927

1,531 +  223 527 +  104
Public Works and Utilities....... 641 +  44 122 — 7

468 — 35 150 — 10
307 +  66 30 — 5
201 +  13 41 +  9
297 — 54 64 — 11

3,445 +  257 934 +  80

Wholesale Trade
June sales of reporting wholesale dealers in this dis

trict were 7 per cent smaller than in June 1927. This 
was the largest decline from the sales of a year previous 
for any month since last October. Unusually large de
clines were reported in sales of shoes, silk goods, jewelry, 
and jobbers sales o f cotton goods, and declines, following 
increases in May, were also reported by hardware and 
m en’s clothing dealers. Sales of women’s clothing re
mained smaller than last year. A n  unusually large in
crease occurred in diamond sales, however, machine tool
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orders remained much larger than last year, and drug 
sales continued to show a considerable increase.

For the first half of the year, wholesale trade in this 
district averaged about the same as last year. The prin
cipal increases were in sales of machine tools and drugs, 
and the principal declines in women’s clothing. A  ma
jority of other lines showed small declines.

Collections were irregular in June, but in general 
averaged somewhat slower than a year ago.

Percentage 
Change 

June 1928 
compared with 

June 1927

Per cent of 
Charge Accounts 

Outstanding 
May 31 

collected in June

Percentage
Change

in
Net Sales

Commodity

Net
Sales

Stock 
end of 
Month 1927 1928

June
1928
from
May
1928

First
Six

Months
1928
from
1927

Groceries....................... — 4.5 — 4.5 72.6 70.7 +  2.7 
—31.4

— 1.4
Men’s clothing............. — 11.8 52.5 44.3 — 0.4
Women’s dresses.......... —28.9 —32.9 —20.9
Women’s coats and suits 
Cotton goods—Jobbers 
Cotton goods — Com

mission ......................

— 15.9 
— 10.9 
— 3.3

— 19.6 33!6 34.3
—48.1 
+  1-2 
+  2.2

— 10.5
— 2.5
— 2.3

Silk goods..................... — 19.8 +18.9* 
— 11.1

52.3 53.4 — 10.7 — 2.9
Shoes............................. — 19.3 41.5 41.9 +  3.4 

— 8.7
— 12.1

Drugs............................ +15.6  
— 4.8

+  6.4 
+13.7

48.5 43.5 +13.1 
— 1.1Hardware..................... 56.3 54.1 — 2.7

Machine tools**.......... +54.8 
+  0.2 

0

+  4.4 
— 12.1

+58.4  
— 1.3Stationery..................... 78.0 75. i

Paper............................ 61.6
J25.3

73.1 — 7.3 +  2.2 
— 1.7Diamonds..................... +44.4 

— 8.1 } +  8.5 +36.7
+17.7Jewelry......................... J24.6 +  0.4

Weighted Average.. . — 7.0 55.2 53.1 — 12.4 — 1.8

♦Quantity not value. Reported by the Silk Association of America 
♦♦Reported by the National Machine Tool Builders’ Association

C h a in  S to re  S ales

Sales of reporting chain store systems in June con
tinued substantially larger than a year ago,— on a daily 
basis the increase was even larger than in May. Chain 
grocery business was not as good as in other recent 
months, but shoe sales showed an unusually large in
crease, and substantial increases were reported also by 
variety and ten cent stores.

For the first six months of the year total sales for 
all reporting chains were nearly 10 per cent larger than 
a year ago. The largest increase was in the sales of 
variety stores, and substantial gains were reported also 
by grocery, ten cent, and shoe chains. In several lines 
the increases in sales during May and June were well 
above the average increase for the first half of the year.

Type of Store

Percentage Change 
June 1928 compared with June 

1927

Percentage Change 
First Six Months 
1928 compared 

with 1927

Number
of

Stores
Total
Sales

Sales
per

Store
Total
Sales

Sales
per

Store

Grocery................................ +  1.4 +  6.9 +  5.4 +13.5 +11.7
Ten cent............................... +  8.6 +12.4 +  3.6 +  9.2 +  0.3
Drug. ................................... +  2.4 +  2.4 0 +  2.9 0
Tobacco.............................. +  3.0 — 1.4 — 4.3 — 4.9 — 6.3
Shoe..................................... +  9.7 +24.5 +13.4 +  8.7 — 0.9
Variety..................... ........... +17.7 +23.9 +  5.3 +19.4 0
Candy.................................. +15.5 +  4.9 — 9.2 +  0.4 — 9.3

Total................................ +  4.8 +11.6 +  6.4 +  9.8 +  5.0

D e p a r tm e n t  S to re  T r a d e

Department store sales continued in June to show 
moderate increases over last year in most sections of this 
district. The average increase over June 1927 for  all 
reporting stores was close t o . 3 per cent. The largest 
increases were reported from Newark and Bridgeport. 
Apparel store sales continued to show a fairly large 
increase over last year, and sales o f leading mail order 
houses showed a large increase.

Due to rather poor business in the early months of 
the year, total sales of reporting department stores for 
the first six months of 1928 were less than 1 per cent 
larger than in the corresponding period of 1927, the 
smallest increase in several years. Stocks of merchandise 
on hand were slightly smaller than last year, and the 
rate of stock turnover showed a further slight increase.

Locality

Percentage 
Change 

June 1928 
compared with 

June 1927

Percentage Change 
First Six Months 

1928 
compared with 

1927

Per cent of 
Charge Accounts 

Outstanding 
May 31 

Collected in 
June

Net
Sales

Stock 
on hand 
end of 
month

Net
Sales

Average
Stock

on
hand 1927 1928

+  2.2 +  0.2 +  0.9 — 1.7 51.2 51.5
— 1.6 +  0.8 — 1.5 +  3.2 49.9 54.7
+  2.4 — 1.1 — 0.3 +  0.4 39.9 42.0
+  1.6 — 2.5 — 1.6 — 3.2
+  8.0 — 0.1 +  2.9 +  0.6 47.4 48‘.2
+  5.3 — 9.1 — 2.4 — 6.2
+  1.3 — 3.7 +  1.5 — 4.5 37] 2 38'.7

Northern N. Y. State — 1.4 +  0.6
Central N. Y. State. +  0.2 — 1.4
Southern N. Y. State +  4.3 — 3.2
Hudson River Valley 

District................. +  4.7 +  3.8
Capital District........ — 3.6 +  3.5
Westchester District. +  4.6 +  8.2

All department stores.. +  2.8 — 0.4 +  0.9 — 1.4 48.8 49.7
Apparel stores.............. +  8.4 +  3.1 +  9.0 +  5.2 48.0 49.3
Mail order houses........ +22.9 +  8.4

Departments selling vacation goods were among those 
showing the largest increases in sales compared with 
June 1927. Comparisons of June sales and stocks for 
the principal departments follow.

Net Sales 
Percentage Change 

June 1928 
compared with 

June 1927

Stock on Hand 
Percentage Change 

June 30, 1928 
compared with 
June 30, 1927

Musical instruments and radio.............. +26.7 —26.1
+21.3 +13.6

Books and stationery.............................. +15.2 +  9.2
Toys and sporting goods............... .. +  0.8 +  9.3
Luggage and other leather goods........... +  5.4 — 9.3
Women’s ready-to-wear accessories....... +  5.0 +  3.8
Men’s and boys’ wear............................. +  4.9 +  4.6

+  3.9 +  5.5
Toilet articles and drugs......................... +  3.6 +  7.0

+  2.9 +  2.3
Home furnishings.................................... +  2.5 +  7.7
Linens and handkerchiefs....................... +  2.1 — 0.7
Men’s furnishings.................................... +  1.6 — 8.8
Women’s and Misses’ ready-to-wear___ +  0.4 +  1.2

— 0.1 — 2.0
Silverware and jewelry............................ — 2.2 +  2.7
Silks and velvets...................................... —13.2 +  5.6
Woolen goods........................................... —24.9 — 8.9
Miscellaneous........................................... — 4.3 — 3.7
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Weekly Rates in the New York Money Market.

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

INDUSTRIAL production and the distribution of commodities in June were 
in smaller volume than in May and the general level of wholesale prices, 

following a sharp advance in April and May, also declined. Member bank 
credit was in record volume early in July and indebtedness at the Reserve 
Banks was larger than at any time in the past six years.

P roduction

Activity of manufacturing industries declined slightly in June, and there 
was a decrease of about 6 per cent in the output of minerals owing to declines 
in the production of coal. The manufacture of iron and steel decreased in 
June by somewhat more than the usual seasonal amount, but there are indi
cations that there were no further declines in July and the industry was 
somewhat more active than a year ago. Production of flour and activity of 
cotton and wool mills also declined in June. Automobile production showed 
considerably less than the usual seasonal decline in June, and weekly employ
ment figures for Detroit indicate that operations of automobile plants were 
well maintained during the first three weeks of July. The manufacture of 
agricultural implements and machine tools continued in June at the high 
level reached last spring. Production of lumber, copper, and shoes, and 
activity of silk mills increased in June.

Contracts awarded for new building continued large in June and total 
awards for the first half of the year exceeded those for any previous corre
sponding period. There were increases over last year in contracts for resi
dential, industrial, public, and educational building. Awards during the first 
three weeks in July were in somewhat smaller volume than for the correspond
ing period of last year.

The July estimates of the Department of Agriculture indicate a yield 
of wheat of 800,000,000 bushels, a decrease of 8 per cent from the harvested 
yield of 1927, and a yield of corn of 2,736,000,000 bushels, a reduction of
2 per cent. The production of oats, barley, white potatoes, and tobacco is 
expected to be larger than last year. The acreage of cotton in cultivation 
on July 1 was estimated at 46,695,000 acres, an increase of 11 per cent as 
compared with that of a year ago.

T rade

Merchandise distribution at retail and wholesale was seasonally smaller 
in June than in May. Sales of department stores declined by about the usual 
seasonal amount, while the declines in sales of chain stores were smaller. 
Sales of wholesale firms in most lines of trade showed a more than usual 
seasonal decline. Compared with a year ago sales of department stores and 
chain stores were larger and those of wholesale firms were smaller. Stocks of 
wholesale firms were in about the same volume at the end of June as a year 
ago and those of department stores were smaller.

Freight car loadings for practically all classes of commodities declined 
in June and continued in smaller volume than a year ago. During the first 
two weeks of July, however, owing to increases in loadings of grains and 
miscellaneous commodities, total loadings were larger than in the correspond
ing period of 1927 but continued below the high level of 1926.

P rices

The general level of wholesale commodity prices declined in June and 
the Bureau of Labor Statistics index, which had advanced from 96 per cent 
of the 1926 average in March, the low point for the year, to 98.6 per cent in 
May, declined in June to 97.6 per cent. The decline in the all-commodities 
index reflected decreases in those groups which had advanced most rapidly 
in previous months— farm products, foods, and hides and leather products. 
Prices of livestock and meats, which are included in these groups, however, 
showed further advances in June, and there was also an increase in the prices 
of building materials, while prices of silk and rayon, fertilizer materials, 
house furnishings, and automobile tires declined. During the first three weeks 
in July there were declines in the prices of wheat and cotton, and advances 
in those of cattle anti hogs.

B a n k  Credit

Member bank crcdit, after rising to a record volume early in July, 
declined somewhat during the two following weeks and on July 18 total loans 
and investments of reporting banks in leading cities were about $160,000,000 
smaller than four weeks earlier. The decrease was largely the result of reduc
tion by about $125,000,000 in the banks’ investment holdings, but reflected 
also a decline in the volume of loans on securities following a temporary 
increase over the mid-year. Contrary to the usual seasonal trend, loans largely 
for commercial purposes were in record volume during the period.

Member bank borrowing at the Reserve Banks showed a decline following 
the mid-year settlement period, but the volume on July 25, at slightly more 
than $1,000,000,000, was somewhat larger than five weeks earlier. Holdings 
of acceptances and United States securities declined during the period.

In July there were further advances in open market rates for commercial 
paper and bills, and discount rates at seven of the Federal Reserve Banks 
were raised from 4 ^  to 5 per cent.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York September 1, 1928

(The following article is quoted from the forthcoming September Bulletin of the Federal Reserve Board.)

P o s it io n  o f  R e s e r v e  B a n k s

Total Reserve Bank credit outstanding in the third 
week of August averaged $1,470,000,000, showing1 an 
increase of $370,000,000 over the corresponding period 
in 1927. This increase in Reserve Bank credit was 
brought about by a loss of $467,000,000 from the coun
try’s stock of monetary gold, offset in part by a de
crease of $107,000,000 in the demand for currency. 
Changes for the year in other factors in the Reserve 
Bank position have been of relatively minor importance.

As a consequence of the loss of gold during the year 
the ratio of reserves of the Federal Reserve Banks to 
their combined note and deposit liabilities declined from 
78.5 per cent on August 24, 1927, to 69.6 per cent on 
August 22 of this year. The present ratio for the 
System as a whole, furthermore, represents an average 
of the ratios for the twelve Federal Reserve Banks, 
which range from 46.6 per cent for the Federal Reserve 
Bank of St. Louis, to 76.5 per cent for the Federal 
Reserve Bank of Boston. The amount of reserves held 
by the Federal Reserve System in excess of its legal 
requirements of 40 per cent against Federal Reserve 
notes in circulation and 35 per cent against deposits 
was about $1,300,000,000 on August 22. The amount of 
gold legally required by the Reserve Banks, however, is 
measured under present conditions not by their reserve 
requirements alone, but also by their requirements of 
collateral against outstanding Federal Reserve notes,

ELU0N5 of DOLLARS
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Stock of Monetary Gold in the United States, 1928 Compared
with 1927. (August 1928, estimated).

which under the law must be covered up to 100 per cent 
by gold or eligible paper pledged with the Federal 
Reserve Agent. The volume of Federal Reserve notes 
outstanding on August 22, i.e., of notes issued by the 
Federal Reserve Agents to the Federal Reserve Banks, 
was $2,027,000,000, including about $385,000,000 of 
notes held by the issuing banks for counter require
ments. On that date eligible paper available as colla
teral was $1,190,000,000 leaving about $838,000,000 of 
notes to be covered by gold. In addition a 5 per cent 
redemption fund must be carried with the Treasurer of 
the United States against the part of the notes that is 
not covered by gold; this redemption fund requires an
other $60,000,000 of gold. The 35 per cent reserves 
necessary against deposits would absorb about $814,- 
000,000 of reserves, bringing the total of reserve money 
required by the Reserve Banks to $1,712,000,000. With 
total reserves amounting to $2,761,000,000 the Reserve 
Banks thus have more than $1,000,000,000 in gold above 
their legal requirements. This relatively large amount 
of surplus gold reflects the fact, however, that the vol
ume of eligible paper at the present time is between 
$400,000,000 and $500,000,000 larger than the average 
amount for the preceding five years, as the result of the 
unusually heavy indebtedness of member banks. If 
member bank borrowings declined to a more usual level, 
gold would have to be used to replace the liquidated 
eligible paper as collateral with the Federal Reserve 
Agents, and this would reduce the amount of surplus

T o t a l  B i l l s  a n d  S e c u r i t ie s  o f  A l l  F e d e r a l  R e s e r v e  B a n k s ,  1 92 Q  
C o m p a re d  w it h  1 9 2 7 . ( A u g u s t  1 9 2 8 , p r e l i m i n a r y ) .
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gold to between $500,000,000 and $600,000,000, or a 
little more than was exported during the past year.

It is often stated that the Federal Eeserve Banks 
could increase their surplus gold by paying out Federal 
Reserve notes and substituting them for the gold cer
tificates now in circulation. This statement overlooks 
the fact that collateral will be required against the addi
tional Federal Reserve notes put into circulation, and 
that the entire amount of gold drawn into the Federal 
Reserve Banks would thus have to be impounded with 
the Federal Reserve Agents as cover for the additional 
notes issued. There would, therefore, be no addition to 
the surplus gold from this source. Even leaving out of 
consideration the necessity for additional collateral for 
Federal Reserve notes, gold withdrawn from circulation 
would have but a slight effect on the reserve position of 
the Reserve Banks, because their liabilities on Federal 
Reserve notes would increase by the same amount 
through the paying out of notes as their reserves would 
increase through the receipt o f gold certificates from 
circulation. I f  the entire amount of gold certificates in 
circulation, which is about $1,000,000,000, were with
drawn from circulation and Federal Reserve notes were 
paid out to replace them, the reserve ratio of the Federal 
Reserve Banks would advance only from 69.6 to 75.6 per 
cent. Withdrawal of such a large amount of certificates 
could not be accomplished without considerable delay, 
and some certificates held in hoards at home and abroad 
could not be called in. The low point in the circulation 
of gold certificates, after several years o f effort to con
centrate them in the Federal Reserve Banks, was 
$170,000,000 in February 1922. It is, therefore, evi
dent that, while the Federal Reserve Banks have a 
considerable volume of excess reserves, or unused lend
ing power, this amount is much smaller than is popu
larly believed and cannot be materially increased by 
the device of substituting Federal Reserve notes for 
gold certificates in the country’s circulation.

M o n e y  M a r k e t  in  A u g u s t

A  further gradual advance during August carried the 
general level o f money rates to new high levels since 
1921. The largest increases continued to be in rates 
on security loans, but there were further moderate ad
vances also in rates on commercial paper and on loans 
made directly to customers by New York City banks. 
Changes in the various rates during the past month and 
during the past year are shown by the following table.

Money Rates at New York

Aug. 31, 1927 July 31, 1928 Aug. 30, 1928

Call money................................. *3M *5M-6 *7-8
Time money-90 day................... 4 6 GH
Prime commercial paper............ 4 5V2
Bills-90 day unindorsed............. 3y8 4% 4%
Customers’ rates on commercial

loans........................................ t4.38 f5.09 f5.34
Treasury certificates and notes

Maturing December 15.......... 2.61 4.28 4.25
Maturing March 15................ 2.95 4.32 4.36

Federal Reserve Bank of New
York rediscount rate.............. 3H 5 5

Federal Reserve Bank of New
York buying rate for 90 day bills 3H 4 H 4H

♦Prevailing rate for preceding week
tAverage rate of leading banks at middle of month

Except for a temporary break at the middle of the 
month, call money held throughout the month at rates 
varying between 6 and 8 per cent. As in July there 
was more fluctuation in the call rate than generally in 
recent years. August 15 provided a striking illustration, 
for after opening at 7 per cent the rate declined rapidly 
to a closing rate of 5y2 per cent, and to 4%  per cent 
on the 16th, followed quickly by a rise to a closing rate 
of 7 per cent on the 17th. Rapid rate fluctuations of 
this sort appear to reflect the increased dependence of 
the Stock Exchange money market on loans from sources 
other than the New York City banks. Since the begin
ning of May loans to brokers and dealers in securities 
placed by weekly reporting New York City banks for 
their own account have declined from 1329 million dol
lars to 793 million, or from 31 per cent of the total of 
all such loans placed by them to under 20 per cent. 
O f the 800 million dollars which these banks are con
tinuing to lend for their own account some considerable 
part is lent to brokers or dealers who are depositing 
customers and whose loans cannot be called freely. 
W ith their limited participation in the market, and their 
overloaned position which makes it necessary for  them 
to borrow largely at the Reserve Bank the New York 
banks cannot well exert their customary influence in 
stabilizing the market.

B il l  M a r k e t

The supply of new bills appearing in the market de
clined substantially in August. Dealers’ sales continued 
to be principally to foreign account buyers, but there 
was some increase in domestic buying, and distribution 
was wider than in several months. Consequently, 
dealers’ portfolios remained small throughout the 
month. As there was a tendency toward an increase in 
the proportion of long maturities among new bills 
created during the month, dealers around the middle 
of the month raised their rates for 4, 5, and 6 months 
bills, but the advance was not maintained in the 4 months 
maturity, and only partly maintained in the 5 and 6 
months datings. Bills of 30 to 90 day maturity were 
offered throughout the month at 4%  per cent.

C o m m e r c ia l  P a per  M a r k e t

In August as in other recent months the commercial 
paper market was very quiet. Dealers’ sales were con
fined largely to scattered business in small lots among 
the country banks, and the limited amounts of new 
paper appearing in the market gave evidence that com
mercial concerns were continuing to finance their re
quirements principally through direct borrowing at their 
banks. There appears to have been little change in 
available supplies of paper since the end of July, when 
outstandings through 24 dealers were $483,000,000, an 
amount 4 per cent smaller than a month earlier, and 
14 per cent below the outstandings on July 31, 1927. 
The upward tendency in rates continued, and towards 
the end of August, the prevailing rate for the usual 
grade o f  prime names reached 5y2 per cent. Most 
dealers reported at that time that there were only a 
few especially choice names that could still be sold at 
a rate as low at 5*4 per cent.
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The decline of the foreign exchanges, which has been 
in evidence since money rates in this country have 
advanced and was especially rapid during the early 
summer, continued almost uninterruptedly as concerns 
most European exchanges during August. Belgian, 
Italian, Spanish, and Swiss exchanges, however, were 
able to resist the movement, although the schilling, the 
belga, and the reichsmark alone continue to be quoted 
at or above par. Sterling has declined fractionally to 
$4.8528, which is only slightly above the gold import 
point. The French and Dutch exchanges have followed 
a similar course and are in the same position with re
spect to their gold points.

The announcement of the extension of credits to the 
Bank of Spain by English and American banks, to
gether with the creation of a governmental bureau for 
the regulation of the peseta exchange, stimulated an 
advance in the peseta from 16.44 to 16.75 in two days. 
This movement was quickly checked, however, and the 
peseta declined to a slightly lower level at 16.60. The 
other European exchanges moved within very narrow 
limits.

Of the American exchanges, the Canadian and Argen
tine are the only ones which showed any appreciable 
fluctuation. Since the middle of the month the former 
has been at a premium, as it usually is in the late sum
mer and autumn. The Indian rupee appreciated fairly 
consistently throughout August, although it is still be
low par. The Japanese yen fluctuated widely, standing 
at about a 9 per cent discount on August 30.

F o r e ig n  E x c h a n g e

Cable rates

Country
August 30, 1927 July 30,1928 August 30,1938

Austria........................................ .1407 .1409 .1408
Belgium....................................... .1392 .1392 .1390
England....................................... 4.8617 4.8576 4.8528
France......................................... .0392 .0391 .0390
Germany..................................... .2380 .2388 .2382
Italy............................................. .0543 .0523 .0524
Netherlands................................ .4007 .4021 .4009
Norway....................................... .2601 .2670 .2668
Spain........................................... .1685 .1645 .1660
Switzerland................................ .1928 .1925 .1925
Canada............. ........................... 1.0000 1.0004 1.0011
Argentina.................................... .9691 .9602 .9580
Brazil........................................... .1184 .1194 .1193
India............................................ .3616 .3620 .3629
Japan........................................... .4722 .4532 .4523
Hong Kong, dollar..................... * .4819 .5005 .4983
Shanghai, tael............................. .60(47 .6534 .6478

per cent on August 24, the last previous increase having 
been a %  per cent rise on A pril 30. The unfavorable 
trade balance o f Sweden and the strong position of the 
German mark as against the Swedish crown combined 
in the course of the year to bring about a reduction in 
the foreign assets o f the central bank from 240 million 
crowns at the end o f January to 136 million at the end 
of July.

G o ld  M o v e m e n t

In August, for the first time in a year, there was a 
small gain to the gold stock of this country, as the net 
result of exports, imports, and earmarkings. Due to the 
rapid decline in foreign exchanges since May, gold ex
ports in connection with exchange transactions ended 
some time ago, but, as most of the leading exchanges have 
held at least slightly above the levels at which gold could 
be profitably imported, there has been no evidence of a 
return movement o f gold to this country. No special 
purchases of any considerable amount of gold have oc
curred in this market since July. Consequently, actual 
movements of gold during August were the smallest in 
about two years. The net gain of gold for the month was 
due to the release of about $5,900,000 of gold that had 
been held under earmark.

New Financing

Total offerings of new securities, after maintaining 
a very high level during the first half o f this year, 
showed an unusually large decline in July, as the left- 
hand portion of the accompanying diagram indicates. 
The July total would have been much smaller had it not 
been for a substantial amount of new stock issues offered 
by the companies directly to their stockholders; public 
offerings of new securities were very small as compared 
either with previous months or a year ago. The second 
half of the diagram indicates that a considerable decline 
in issues of long-term domestic corporate bonds has been 
in progress since April. The volume of such securities 
offered during July was less than half as large as a 
year previous.

1000

D is c o u n t  R a te s  A b r o a d

Two increases in central bank discount rates, took 
place in August. On the 7th the Bank of Finland 
raised its rate by %  P^r cent to 6%  per cent. This 
is the first swing upward in the discount rate of this 
bank since the end of November 1923, when the rate 
was 10 per cent. Steadily improving business condi
tions since 1923 made possible a progressive decrease 
in the rate to 6 per cent on November 24, 1927, the 
date of the last prior change. The Finnish money mar
ket has been tight during most of this year, and the 
volume of discounts and rediscounts in the National 
Bank increased by 42 per cent between January and 
the end of July.

The Bank of Sweden raised its rate from 4 to 4%
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L o n g - T e r m  D o m e s t ic  C o r p o r a t e  B o n d s  ( R e f u n d in g  
I s s u e s  E x c l u d e d ) .

In August new security issues continued in small vol
ume and there was an increase in the proportion of 
short-term issues. Preliminary figures indicate that 
total new financing for the month will prove to have
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been the smallest for any month in the past 4 or 5 years. 
The only important domestic issues were offerings by a 
number of public utilities, generally yielding around 6 
per cent. The month was marked by the complete ab
sence of public offerings of foreign securities, curtail
ment of which was evident in July, following the very 
large volume floated during the past year. The amount 
of foreign issues, excluding refunding, offered in this 
market is shown below:

Month 1927 1928

January ........................................................ $110,430,800
89,369,500

$133,618,000
February.................................................................. 98,476,000
March ............................................................ 115.290.000

214.686.000
134,562,000
114,642,750

56,507,375 
114,165,000 

i 89,319,000 
j 110,890,000

225,180,000
197,455,087

July..........................................................................
August......................................................................

53,169,400
0

S e cu r ity  M a rk e ts
Trading on the New York Stock Exchange increased 

during August and in the last half of the month reached 
3 million shares on a number of days, the largest volume 
since before the June decline. Prices of a number of 
leading shares were carried upward rapidly to levels 
considerably higher than those prevailing in May and 
early June, and averages including large numbers of 
industrial stocks advanced to levels approximately equal 
to the May and June high points. Railroad shares also 
showed some rise in prices, but, on the whole, were only 
slightly higher near the end of August than a month 
earlier, and averaged about 8 points below the highest 
levels of the year.

Following the substantial declines of the previous 
three months, corporation bond prices were relatively 
stable in August, with the trend slightly upward in the 
latter part of the month. United States Government 
long-term bonds were also much steadier than in July, 
and average prices at the end of the month were little 
different from a month earlier. In general, the principal 
foreign issues showed very slight declines.

B u sin ess  P ro fits

Second quarter corporation earnings compared more 
favorably with a year ago than did earnings in the first 
quarter of this year, especially in the oil and steel in
dustries. Reports of 222 industrial and mercantile con
cerns indicated net earnings about 15% per cent larger 
than in the second quarter of last year, but it seems 
probable that this figure exaggerates the increase in 
corporation profits during the period,— profits of tire 
and rubber companies, which have been greatly reduced 
by the decline in crude rubber prices this year, are not 
reported quarterly in most cases and therefore could not 
be included in the tabulation ; and there is a tendency 
for the reports that are issued fairly promptly after the 
close of a period to include an unduly large proportion 
of companies whose profits have increased.

The largest percentage increase over last year was in 
the earnings of the oil companies, which during the first 
quarter of this year were much smaller than in 1927. 
Other groups to show relatively large increases were the 
mining and smelting and motor accessories companies.

The motor group continued to report the largest actual 
increase in profits, about three-fourths of which repre
sented the increase in profits of the General Motors 
Corporation. Steel companies as a group earned more 
than in the second quarter of 1927; and chemical, 
amusement, machine and machine manufacturing, food 
and food products, tobacco, and miscellaneous com
panies all had larger second-quarter profits than last 
year. Railroad equipment and building supply com
panies, on the other hand, did not earn as much as a 
year ago.

For the completed half year, profits of these 222 com
panies were nearly 10 per cent larger than in the corre
sponding period of 1927, and about 8 per cent larger 
than in 1926, but these increases also are probably 
larger than the actual increases for all corporations.

Net profits of telephone and other public utility com
panies, both for the second quarter and for the half 
year, were around 9 to 10 per cent higher than last year. 
Net operating income of the leading railroads increased 
slightly more than last year during the second quarter, 
but still remained somewhat below that of 1927 and
1926.

(Net profits in millions of dollars)

Corporation Groups Number

Second
Quarter

First 
Six Months

1927 1928 1926 1927 1928

Motor accessories...........................
Oil....................................................

Railroad equipment.......................
Food and food products................
Machine and machine mfg............
Mining and smelting......................

Building supplies............................

Miscellaneous.................................

18
15
25 
14
5

26 
20 
24
9

10
5
6 

45

110
8

19
43

5 
38 
12 
15 
12
6 
3 
3

41

131
11
27
45

3 
39
13 
20
14
4
3
4 

49

168
17
78
92
11
65
24
29
20
10
3
6

76

185
15
45
87
10
68
24
30
24
10
5
8

83

225
17
38
81
6

70
25
36
27
7
4

10
103

Total 13 groups........................... 222 315 363 599 594 649

89 59 65* 103 117 128*
Other public utilities...................... 95 185 203 359 391 429

Total public utilities.................. 184 244 268* 462 508 557*
Class I railroads............................. 185 248 245 496 473 462

* Partly estimated

F o r e ig n  T r a d e
Both exports and imports of merchandise showed con

siderably less than the usual seasonal decline in July. 
Exports, valued at $382,000,000, continued to exceed 
the corresponding month of any year since 1920; the 
increase over July 1927 was approximately $40,000,000. 
Imports, valued at $316,000,000, however, were slightly 
less than last year, and were also smaller than in July 
of any previous year since 1924.

A n analysis of exports by types of merchandise shows 
that, except for a decline in crude foodstuffs, chiefly 
grains, practically all groups of exports showed in
creases over a year ago. Shipments of finished manu
factures, which now represent at least one-half of the 
total exports in value, increased 24 per cent over July 
1927; this increase accounted for the entire gain in 
total exports for the month. Exports of crude mate
rials, chiefly raw cotton, increased 10 per cent over July 
last year, despite a decline of about 12 per cent in the 
quantity of the cotton exported during the month, but
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this increase was more than offset by the decline in 
grain shipments.

Imports of crude materials, the largest group among 
our imports, were $15,000,000 less in value than in 
July 1927. This decline was the result of reductions 
in the quantity of crude rubber and raw silk imported, 
together with declines in the prices of these commodities 
amounting to about 45 per cent and 10 per cent, respec
tively, during the year. Imports of finished manufac
tures were $8,000,000 larger than in July 1927, and 
imports of crude foodstuffs were $9,000,000 larger.

E m p lo y m e n t  a n d  W a g e s
Both in New York State and in the country as a 

whole, the number of factory workers employed showed 
slightly less than the usual decrease from June to July. 
The accompanying chart shows that, while the actual 
level of factory employment in July was not greatly 
above that of January, the decline since last spring has 
been substantially less than usual, and, after allowance 
for the usual seasonal changes, there has been a consider
able improvement since the beginning of the year.

PER CENT.
110

105

100

95

90
1925 1926 1927 1928

In d e x  o f  F a c t o r y  E m p lo y m e n t  in  th e  U n it e d  S t a t e s ,  A d ju s t e d  fo r  
S e a s o n a l  V a r ia t io n s  a n d  U n a d ju s t e d  ( 1 9 2 1 - 2 4  a v e r a g e  =

1 0 0  p e r  c e n t ) .

The continued seasonal expansion in out-of-door activi
ties, such as farming, building, and road work, is re
ported to have more than offset the seasonal slackening 
in factory work in Ju ly ; so that the total volume of 
employment increased further during the month.

B u ild in g

There was a decline of 10 per cent from June to July, 
partly seasonal, in building contracts awarded in 37 
states east of the Rockies in July, but the total was 9 
per cent larger than a year ago and was larger than in 
July of any previous year, according to the F. W. Dodge 
Corporation. As in most other recent months, the in
crease over last year was due primarily to a larger 
amount of residential building. Commercial building 
programs also were somewhat larger, but contracts for 
public works and utilities were below the large volume

1925 1926 1927 1928

of July 1927. During the first three weeks of August 
the daily average amount of contracts awarded was 
slightly smaller than for the corresponding period of 
last year.

In the New York and Northern New Jersey district, 
July construction awards were 12 per cent smaller than 
a year ago, due principally to smaller amounts o f com
mercial, industrial, and public works projects. Residen
tial building continued larger than last year, and educa
tional contracts also were larger. The amount o f con
tracts awarded during the first seven months o f this 
year has been 6 per cent above the total for the corre
sponding period last year, as compared with an increase 
of 8 per cent in the total for 37 states.

P r o d u c t io n

Productive activity in leading industries, after a 
small decline in June from the fairly high levels of 
the preceding four months, showed mixed changes in 
July. Mill consumption of cotton declined further to 
the lowest level since September 1924, and there were 
also decreases, after allowance for the usual seasonal 
variations, in the output of anthracite coal and news
print paper and in the slaughtering of animals. Pro
duction of iron and steel showed little change, after 
seasonal allowance, and remained larger than a year 
ago. Bituminous coal production showed a slight in
crease, but petroleum output remained much smaller 
than last year. Production of passenger automobiles 
showed less than the usual July decline, and motor 
truck production increased substantially.

Computed trend of past years = 100 per cent; adjusted for seasonal variations)

1927 1928

July May June July
Producers' Goods

Pig iron...................................................... 102 110 107 106
105Steel ingots................................................ 89 113 104

Cotton consumption................................. 105 97 88 80
Woolen mill activity*............................... 84 85 83 77 p 

110Silk consumption*................... ................. 112 115 109
Petroleum.................................................. 119 108 106 104p

79Bituminous coal........................................ 74 82 78
Coke........................................................... 98 110 103 99
Lumber........... .......................................... 96 95 93 92 p 

108Copper, U. S. mines................................. 98 101 103
Lead........................................................... 110 93 90
Zinc............................................................ 95 92 97 97
Tin deliveries................... *....................... 92 87 104 83
Leather, sole.................................. ........... 114 112 113 123
Cement...................................................... 136 125 130 132
Paper, total............................................... 98 113 104
W ood pulp................................................. 98 99 98

Consumers’ Goods
Hogs slaughtered...................................... 101 100 99 86
Cattle slaughtered.................................... 98 101 94 87
Sheep slaughtered..................................... 98 109 112 103
Calves slaughtered................................... 76 82 76 73
Farm produce shipped............................. 97 103 97 103
Wheat receipts.......................................... 131 152 80 169
Corn receipts............................................. 84 148 66 138
Wheat flour............................................... 87 109 95 87
Sugar meltings, U. S. ports...................... 91 67 74 83
Gasoline. ................................................... 99 96 95
Anthracite coal......................................... 69 114 72 62
Paper, newsprint....................................... 94 96 92 86
Printing activity....................................... 103 106 101
Tobacco products..................................... 99 108 109 105
Boots and shoes........................................ 115 96 103 IlOp

127p
134

Tires........................................................... 104 122 120
Automobile, passenger............................. 95 125 129
Automobile, truck..................................... 78 98 85 128

*= Seasonal variation not allowed for p=Preliminary
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C ro p s
Heavy rainfall and high temperatures during the 

month of July substantially improved crop prospects, 
and the composite condition of all crops reported by the 
Department o f Agriculture was raised from  94.2 per 
cent o f the ten-year average on July 1 to 103.4 per cent 
on August 1, probably one of the largest advances 
ever made in a single month. Indicated yields of all 
o f the important crops were increased, in most cases 
to levels above both last year’s harvest and the average 
for the past five years. The first estimate of the cotton 
crop indicates a yield about 10 per cent larger than last 
year, but close to the average for the past five years. 
Comparisons with the five-year average are presented in 
the accompanying diagram.

P A R L E Y  
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The greatest improvement in crop conditions during 
July was in the belt extending from  Mississippi and 
Texas to Minnesota, North Dakota, and Montana. In 
New York State, crop conditions on August 1, although 
slightly better than on July 1, remained below the 
average for recent years; the fruit crops probably will 
be substantially larger than the much reduced output 
of a year ago, but these, as well as other crops, gen
erally are expected to fall short of the average for  the 
past five years.

Reflecting the prospects of larger yields, grain prices 
have declined rather sharply, as the accompanying dia
gram shows. Earlier in the year, when prospects for 
crops were poor, the wheat and corn prices turned 
upward and in A pril advanced to the highest levels 
since last summer. The improvement in the wheat crop 
since May, however, has resulted in a substantial de
cline in wheat prices to the lowest level since 1924; 
corn also has declined somewhat, and is below the level 
o f a year ago.

These decreases in prices have to a large extent off
set the increase in indicated yields, and make it appear 
less probable that the farming community will receive 
a larger total income than last year. The value of the 
cotton, tobacco, and barley crops seems likely to be 
above the level of a year ago, but this may be counter
balanced by declines in other important farm products.

C o u r s e  o f  W h e a t  a n d  C o m  P r i c e s  s in c e  J a n u a r y  1 9 2 7 .

In d e x e s  o f  B u sin ess  A c t iv i t y

This bank’s indexes of business for July continued to 
show mixed conditions as compared either with the pre
vious month or a year ago. Mail order sales showed 
less than the usual July decline and were much larger 
than a year ago ; average daily car loadings of merchan
dise and miscellaneous freight increased somewhat above 
last year’s volume; and foreign trade declined less than 
usual from  June to July. Life insurance sales, and the 
average daily volume of department store sales, declined 
after seasonal allowance, however, and car loadings o f 
bulk freight remained unchanged at a level below that 
of a year ago.

(Computed trend of past years=*100 per cent; adjusted for seasonal variations)

Primary Distribution
Car loadings, merchandise and misc.......
Car loadings, other..................... .............
Exports......................................................
Imports..... ...............................................
Panama Canal traffic...............................
Wholesale trade........................................

Distribution to Consumer
Department store sales, 2nd Dist...........
Chain grocery sales.................................
Other chain store sales.............................
Mail order sales........................................
Life insurance paid for.............................
Advertising................................................

General Business Activity
Bank debits, outside of N. Y. City........
Bank debits, New York City..................
Velocity of bank deposits, outside of

N. Y. City.............................................
Velocity of bank deposits, New York

City........................................................
Shares sold on N. Y. Stock Exchange.. .
Postal receipts...........................................
Electric power...........................................
Employment in the United States..........
Business failures.......................................
Building contracts, 36 States..................
New corporations formed in N. Y. State 
Real estate transfers............... ............

General price level................................
Composite index of wages....................

1927

July

105
93

104111
96101

101
108
106
117
109

97

108
133

109

135
189

92
106100
104122
116

97

170220

1928

May

105
96

104
105 

84100

96102
98110110
95

111
167

117

169
307

92
108

96
113
144121

82

177222

June

101
91101
99
80
93

103
104 102 
123 111

95

114
167

119

177
239

89
106

97121
138
127

176
2 23

July

103
91

109 p102p
83
97

97
103 

99
132
104 

94

104
142

114

154
186

87

97101
126

86
176222

p = Preliminary
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Total sales o f reporting department stores in this 
district were nearly 4 per cent larger in July than a 
year previous, due chiefly to increases in New York 
City and Newark. In these localities a considerable 
part of the increase appears to have been due to one 
more business day than in July 1927; stores in the 
vicinity o f New York City are closed all day Saturday 
in July and August, and there were five Saturdays in 
July last year but only four this year. On a daily 
basis, therefore, the volume of sales in July was about 
the same as last year for the district as a whole. Sales 
of large apparel stores continued to show a substantial 
increase over a year previous.

Stocks o f merchandise on hand in department stores 
at the end of July were about the same as a year ago, 
and the rate o f stock turnover showed little change. 
The rate of collections on charge accounts also was 
about the same as in July 1927.

D e p a r tm e n t  S to re  T r a d e

Locality

Percentage 
Change 

July 1928 
compared with 

July 1927

Per cent of 
Accounts 

Outstanding 
June 30, 

Collected in July

Net
Sales

Stock 
on hand 
end of 
month 1927 1928

New York..................................................... +  4.8 
— 1.3

+  1.0 
— 1.5

46.4 46.2
Buffalo........................................................... 49.1 50.9
Rochester...................................................... +  3.4 

— 3.5
+  3.9 
— 2.0

36.4 39.9
Syracuse........................................................
Newark.......................................................... +  6.6 +  0.4 43‘.8 44'.i
Bridgeport..................................................... +  2.0 

— 4.1
—  4.7

Elsewhere....................................................... —  3.7 33! 2 36^2
Northern New York State....................... — 3.4
Central New York State......................... —20.3
Southern New York State....................... — 5.4
Hudson River Valley District................. — 5.2
Capital District......................................... +  2.0 

-f- 4.6Westchester District.................................

All department stores................................... -f 3.6 +  0.3 44.8 45.1

Apparel stores............................................... +  8.8 
+20.4

+  5.8 44.3 44.7
Mail order houses.........................................

Comparisons of sales and stocks in major departments 
with those of a year ago are given in the following table.

Musical instruments and radio. .
Shoes.............................................
Toys and sporting goods............
Books and stationery..................
Men’s furnishings........................
Cotton goods................................
Women’s ready-to-wear accessories
Toilet articles and drugs.............
Home furnishings........................
Silverware and jewelry................
Luggage and other leather goods 
Women’s and Misses’ ready-to-wear
Linens and handkerchiefs...........
Men’s and Boys’ wear................
Hosiery.........................................
Silks and velvets..........................
Furniture......................................
Woolen goods...............................
Miscellaneous...............................

Net Sales 
Percentage Change 

July 1928 
compared with 

July 1927

Stock on Hand 
Percentage Change 

July 31, 1928 
compared with 
July 31, 1927

+61.4 —27.0
+15.7 +  6.1
+11.6 +16.0
+  9.1 +18.4
+  9.0 — 3.1
+  7.2 +  5.2
+  6.6 +  4.4
+  6.1 +  5.3
+  5.1 +  6.6
+  3.9 +  1.6
+  1.3 —11.0
+  0.8 — 5.4
+  0.5 +  0.6
— 0.2 +16.2
— 1.5 +  3.9
— 3.8 +11.9
— 5.4 +  0.4
—42.5 — 5.2
— 5.9 0

C h a in  S to re  Sales

Sales o f reporting chain store organizations in this 
district in general showed a smaller increase over last 
year in July than in June. The one exception was

the grocery trade, where the increase was somewhat 
larger than in June. This was the only line in which, 
after making allowance for the increase in the number 
o f units operated, sales per store were larger than a 
year ago. The decreases in sales per store in other 
types o f chains varied from  2%  per cent in drug chains 
to nearly 16 per cent in candy chains.

Percentage Change 
July 1928 compared with July 1927

Type of Store
Number of 

Stores
Total
Sales

Sales per 
Store

Grocery................................................... +  1.4 
+  8.3 
+  3.6

+10.4  
+  5.0 
+  1.0 
—  9.5

+  9.0 
— 3.1Ten cent..................................................

Drug........................................................ — 2.5
Tobacco................................................... +  3.4 

+  9.3 
+18.6  
+18.6

— 12.5
+  4.6 
+14.9  
— 0.1

— 4.3
Variety.................................................... — 3.1
Candy...................................................... — 15.7

+  5.0 +  5.9 +  0.8

W h o le sa le  T r a d e
Sales o f reporting wholesale dealers in general com

pared more favorably with those of a year ago in July 
than in June. The weighted total for all lines covered 
by the reports in this district was about equal to that 
o f July 1927, whereas the June total was 7 per cent 
below that of a year ago.

Sales of women’s coats and suits reflected the begin
ning of the autumn season, and were larger than a 
year previous for the first time this year; men’s cloth
ing sales also showed a seasonal increase but remained 
smaller than last year. A n increase of more than 50 
per cent in machine tool sales was again reported by 
the Machine Tool Builders Association, and smaller in
creases were reported in sales of stationery, shoes, 
diamonds, paper, drugs, and groceries. Cotton goods 
sales were about the same as a year ago, but silk goods 
sales were considerably smaller, and jewelry and hard
ware sales showed small declines.

Stocks of silk goods reported by the Silk Association 
showed a further increase over last year, and stocks of 
drugs and hardware also showed substantial increases. 
The principal decreases were in stocks held by shoe 
and cotton goods jobbers.

Commodity

Percentage 
Change 

July 1928 
compared with 

June 1928

Percentage 
Change 

July 1928 
compared with 

July 1927

Per cent of 
Accounts 

Outstanding 
June 30 

Collected 
in July

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1927 1928

Groceries...................... — 4.8 +  5.0 +  1.1 
— 13.4

— 5.8 70.5
40.9

71.1
36.4Men’s clothing............ +75.3  

—11.8 
+400.5 
— 2.0

— 14.2

Women’s dresses.........
Women’s coats and suits 
Cotton goods—Jobbers 
Cotton goods — Com- 

missionw....................
+  2^4

— 10.5 
+11.3  
+  0.1

+  0.2 
— 16.9

— 17‘.7

Silk goods. ................... — 9.7 +  i'.l*  
+  1.9 
+12.2  
+  1.4

+25 !o* 
— 18 6

49^2 5i*6
39.3
42.3
45.4

Shoes............................. — 2.7 +  5.4 
+  2.4 
— 4.4

40.7
39 2Drugs........................... — 0.3 +14.0

+12.6Hardware..................... — 19.1 46.2
Machine tools**.......... — 4.9 +57.7  

+13.0  
+  3.9 
+  4.2 
— 3.3

Stationery.................... — 1.7 68 i 68!7
61.8

\ 23.9
Paper.............. ............ — 6.1 63.2
Diamonds.................... —23.6 }— 2.0 } +  3.3Jewelry......................... —39.2 J 24.2

Weighted Average... +44.9 0 51.3 50.7

♦Quantity not value. Reported by the Silk Association of America.
♦♦Reported by the National Machine Tool Builders’ Association.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1, 1928



72 MONTHLY REVIEW, SEPTEMBER 1, 1928

In d e x  N u m b e r  o f P r o d u c t io n  o f  M a n u f a c t u r e s  
a n d  M in e r a l s ,  A d ju s t e d  fo r  S e a s o n a l  V a r i a 

t io n s  (1 9 2 3 - 2 5  a v e r a g e  —  1 0 0  p e r  c e n t ) .

P ER C EN T

W h o le s a le  P r i c e  In d e x  o f  U n it e d  S t a t e s  B u r e a u  
o f L a b o r  S t a t i s t i c s  ( 1 9 2 6  a v e r a g e  =

1 0 0  p e r  c e n t ) .

M o n t h ly  A v e r a g e s  o f  W e e k ly  F ig u r e s  fo r  M e m 
b e r  B a n k s  in  101  L e a d in g  C i t ie s  ( L a t e s t  

F ig u r e s  a r e  A v e r a g e s  fo r  3  W e e k ly  
R e p o r t  D a t e s  in  A u g u s t ) .

W eekly Rates in the New York Money Market.

(Summarized by the Federal Reserve Board)

INDUSTRIAL and trade activity was in larger volume in July than is 
usual in midsummer and the general level of commodity prices advanced 

slightly. Member bank holdings of securities and loans on securities declined 
in July and August, while all other loans increased to the highest level since 
1921. Conditions in the money market remained firm.

P ro duction

Production of manufactures and minerals showed a smaller decrease 
than usual in July, and the index of industrial production, which makes 
allowance for seasonal variations, advanced. Production of steel, bituminous 
coal, petroleum, automobiles, and footwear was larger in July than in June, 
while activity in textile mills, meat packing, and copper and anthracite 
mines declined. Lumber production showed less than the usual seasonal 
decrease. Steel mill activity, while during July was at an unusually high 
level for the summer season, was well maintained during August. Weekly 
reports from Detroit factories show a larger volume of employment in the 
middle of August than at any previous date, indicating that automobile 
production continued large in that month. Building contracts awarded de
clined by somewhat more than the usual seasonal amount in July, but were 
larger than in any previous July, the increase over last year being chiefly in 
residential building. Contracts awarded in the first two weeks in August were 
slightly smaller than in the same period of last year. Estimates of the 
Department of Agriculture as of August 1 indicate considerable improvement 
in crop conditions during July. Estimated wheat production was 891,000,000 
bushels, larger by 91,000,000 than on July 1 and slightly larger than the 
yield in 1927. The corn crop is expected to be more than 3,000,000,000 bushels, 
an increase of 250,000,000 bushels from last year. Forecasts for other grain 
crops were also larger than the July 1 estimates and in most cases exceeded 
last year *s yields. The August 1 forecast of cotton production was 14,290,000, 
as compared with yields of 12,955,000 bales in 1927 and nearly 18,000,000 
bales in 1926.

T rade

Distribution of commodities at wholesale and retail was in large volume 
4n July. Sales of dry goods and shoes at wholesale were larger than in June, 
and those of other lines were only slightly smaller. Department store sales, 
after allowance for seasonal changes, increased in July. Compared with July 
a year ago, trade of both wholesale and retail firms was larger. Stocks of 
department stores and of wholesale firms continued smaller than a year ago.

Freight-car loadings increased by more than the usual seasonal amount in 
July and for the first time this year were larger than in the corresponding 
month of 1927. Increases, compared with last year, were reported in loadings 
of miscellaneous commodities and of grain, reflecting the early harvesting 
of the crop this year. The largest decrease, as compared with a year ago, 
was in livestock shipments. During the first two weeks in August, total 
loadings were in about the same volume as in the corresponding weeks of 
last year.

P ric es

The general level of wholesale commodity prices increased slightly in 
July reflecting chiefly advances in the prices of livestock and meats, although 
there were also small increases in hide and leather products, textiles, 
petroleum products and building materials. There was a sharp decline in the 
price of grains, other than corn, and some decrease in chemicals and drugs, 
silk, rubber, and automobile tires. During the first half of August there 
were increases in the prices of sugar, hogs and pork products, coke, and 
lumber, and decreases in grains, cotton, wool, and hides.

B a n k  Credit

Between July 18 and August 15 total loans and investments of member 
banks in leading cities decreased by about $130,000,000. This decline reflected 
a considerable reduction in investments, chiefly at banks in New York City, 
and some further decline in loans on securities. All other loans, which include 
loans for commercial purposes, showed a small seasonal increase and at the 
middle of August were in the largest volume since early in 1921 and nearly 
$230,000,000 larger than at the autumn peak of last year. There was a 
further large decline in net demand deposits, and practically no change in 
time deposits.

Volume of Reserve Bank credit outstanding showed little change between 
July 25 and August 22. Discounts and acceptance holdings increased slightly 
while United States security holdings were practically unchanged. Increased 
demand for currency, which is usual at this time of the year, has not resulted 
in an equivalent growth in Reserve Bank credit, because it was offset in part 
by a decline in reserves required by member banks, which reflected the 
decrease in their deposits.

There were further increases between the middle of July and the middle 
of August in Open-market rates on collateral loans, commercial paper, and 
bankers acceptances.

Business Conditions in the United States
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York October 1, 1928

M o n e y  M a r k e t  in S e p te m b e r
Accompanying a renewed demand for loans on secu

rities, coincident with the beginning of the seasonal de
mand for credit and currency to finance crop moving 
and autumn trade, interest rates for stock exchange 
loans, both call and time loans, have risen to the highest 
levels since early in 1921. During the first three weeks 
of September call loan rates averaged about 7%  per 
cent, or approximately double the rates of a year ago.
________________________________________ M o n e y  R a t e s  a t  N e w  Y o r k _______________________

S e p t. 30, 1927 A u g . 30, 1928 S e p t. 2 8 ,1 9 2 8

*4 * 7 -8 * 6 -8
T im e  m o ney— 90 d a y ...................................... 6 X 7 H
P r im e  co m m e rc ia l p a p e r ............................... 4 5 X  

4 % 5 X
B i l ls — 90 d a y  u n in d o rse d .............................
C u sto m e rs ’ ra te s  on co m m e rc ia l lo a n s .

S H 4 H
t 4 .3 1 t 5 . 3 4 t 5 .4 7

T re a s u r y  c e rtif ica te s  a n d  no tes
2 .5 2 4 .2 5 4 .7 3

M a tu r in g  M a rc h  1 5 ..................................... 3 .0 4 4 .3 6 4 .8 1
F e d e ra l R e se rv e  B a n k  of N e w  Y o r k  

re d isco u n t r a t e ............................................... 3 M 5 5
F e d e ra l R e se rv e  B a n k  of N e w  Y o r k  

b u y in g  ra te  fo r 90  d a y  b i l l s ................... 3 M 4 M 4 M

H A T E
* P re v a ilin g  ra te  fo r p reced in g  w eek  
t  A v e ra g e  ra te  of le ad in g  b a n k s  a t  m id d le  of m o n th

Ninety-day loans advanced from 6%  to 7%  per cent 
and closed the month at 71/4, and funds were scarce at 
these levels. Open market rates on commercial borrow
ing remained moderate, however, and rates on direct 
loans o f New York City banks to their customers for 
commercial purposes, which are eligible for rediscount 
at the Reserve Bank, showed only a slight advance in 
September.

For several years prior to 1928, interest rates on 
90-day security loans wTere approximately the same as 
rates on prime 4 to 6 months ’ commercial paper, but, 
as the diagram below indicates, a spread between these 
rates has developed this year which has no parallel since 
1919-1920. In 1919, as in the present year, the rise in 
rates on security loans relative to commercial paper 
rates accompanied a rapid expansion o f security loans 
while the gold reserve underlying the credit structure 
of the country was diminishing. The spread between 
these interest rates in the earlier period was ended by 
a rise in commercial paper rates, which was caused by 
conditions that are not present in 1928: commercial bor
rowings in 1920 mounted rapidly as the result o f infla

A v e r a g e  M o n t h ly  R a t e s  fo r  6 0  to  9 0  D a y  S t o c k  E x c h a n g e  T im e  M o n e y ,  4  to  6  M o n t h s  C o m m e r c ia l  P a p e r ,  a n d  9 0  D a y  B i l l s ,  a n d  D is c o u n t
R a t e  o f  t h e  F e d e r a l  R e s e r v e  B a n k  o f N e w  Y o r k ,  1 9 1 9  t o  1 9 2 8 .
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tion of commodity prices and the accumulation of 
inventories, and the reserves of the Federal Reserve 
System declined practically to the legal minimum. Thus 
far, in 1928 there has been little evidence of commodity 
price inflation or accumulation o f inventories, and, 
although the reserves of the Federal Reserve System 
have declined materially, they are still well above mini
mum requirements; so that the Reserve Banks are still 
in a position to supply reserve funds for necessary 
credit demands.

The present high rates on security loans reflect the 
extraordinary demand for  funds for this purpose and 
also the effort o f banks generally to correct an over
loaned position by diminishing those loans which do not 
bring them paper eligible for rediscount and as to 
which they do not feel the same obligation as in the case 
of loans to their commercial customers.

R e n e w e d  I n crease  in  L oan s  on  Se cu r ities

Between the middle of May and the latter part of 
August more than half of the large increase in loans 
on stocks and bonds made by reporting member banks 
during the spring was liquidated. Toward the end of 
August and during September, however, there has been 
a renewed demand for loans on securities, accompany
ing renewed activity in the security markets. The total 
increase in loans to brokers and dealers in securities, 
placed by the New York City banks for their own ac
count, for correspondent banks, and for others, has 
amounted to 320 million, carrying these loans close to 
the highest level of the year. A  comparison of brokers 
loans reported by New York City banks on September
26 with those of May 16, which was close to the highest 
point of the year, reveals some interesting changes.

Even after some increase in recent weeks, the loans 
placed by New York City banks for  their own account 
are over 450 million smaller than at the middle of May. 
Loans placed for out-of-town correspondent banks are 
close to the highest level of year, and loans placed for 
account of other customers have been increased by 
nearly 500 million.

A  further change is the reduction in time loans. Time 
loans placed by New York banks for their own account 
have been reduced nearly one-half during the past four 
months, and time loans placed for correspondent banks 
have been reduced nearly 40 per cent. Consequently, 
the security markets have become increasingly depend
ent upon day-to-day loans.

F in a n c in g  of A u t u m n  T rade

The beginning of the seasonal increase in credit re
quirements to finance crop moving and autumn trade 
has appeared in recent weeks. Loans other than those 
secured by stocks and bonds have shown little change 
in this district during the past month, but an unusually 
high level was maintained during the summer, accom
panying a high level of general business activity, and 
the present volume of loans is substantially above that 
of a year ago. The total volume for all districts of these 
unclassified loans, which include loans for agricultural 
and business purposes, has increased moderately, how
ever, and has reached a new high level for the past 
seven years.

The amount of currency in circulation has also shown 
a seasonal increase during the past month, but remains 
smaller than a year ago. Over the Labor Day holiday

approximately 100 millon dollars of additional currency 
was drawn into circulation, and although a part of it 
was retired during the following two weeks, the amount 
of currency that remained in circulation on September 
19 was nearly 35 million larger than a month previous, 
and about 70 million larger than in the third week of 
July.

These seasonal increases in credit and currency, as in 
previous years, have caused a considerable increase in 
the demand for reserve funds, and this demand as usual 
has been met by the Reserve Banks. The increase in loans, 
and resulting deposits, increases the reserve requirements 
of member banks, and payments of additional currency 
into circulation constitute a heavy drain on bank re
serves during the last four months of each year. There 
is, consequently, a substantial increase in the amount of 
Reserve Bank credit required to keep the reserve bal
ances o f member banks at the required level during the 
autumn months. The average amount of this seasonal 
increase in Reserve Bank credit, and the manner in 
which it has been supplied during the past six years is 
indicated in the following table:

(Monthly averages of daily figures; in millions of dollars)

Increase over August Average

1922-1927

Total Bills and 
Securities, 

after adjustment 
for changes 

to offset 
Gold Movements

Amount 
supplied through 

Bills 
Purchased

Amount
supplied
through

Discounts
and

Securities

+  86 +  32 +  54
+155 +  83 +  72
+197 +139 +  53
+312 +181 +131

These figures show that the amount of Reserve Bank 
credit required in September during the past six years 
has averaged about 86 million dollars larger than in 
August, and that further increases have occurred in 
each subsequent month to the end of the year; so that 
in December the amount of Reserve Bank credit in use 
has averaged more than 300 million larger than in 
August, after allowance for changes to offset gold exports 
and imports. In two years this seasonal increase has ex
ceeded 350 million. It will be noted that a considerable 
part of the additional Reserve Bank credit is normally 
supplied through purchases of bills (bankers accept
ances). These purchases are not made on the initiative 
o f the Reserve Banks, but the Reserve Banks stand 
ready to take, at established buying rates, the bills 
offered by bill dealers and banks. The Reserve Banks 
in this way purchase the surplus of bills which the 
market is unable to absorb. This support, which is some
what similar to that given to the London bill market 
by the Bank of England, makes possible the mainte
nance of a bill market in this country.

Every autumn the volume of acceptances outstanding 
is increased materially through the creation of new bills 
largely to finance the storage of crops and the export 
o f cotton and other agricultural products. As this in
crease occurs at the time of year when the demand on 
banks for currency and credit is heaviest, it is essential 
to the existence of a bill market in this country that the 
Reserve Banks should stand ready to purchase bills 
when they come into the market more rapidly than new 
buyers appear, or when banks find it necessary to reduce 
their holdings of bills in order to obtain needed reserve
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MILLIONS of HOLLARS

A c c e p t a n c e  H o ld in g s  o f  F e d e r a l  R e s e r v e  B a n k s  in  1 9 2 8  C o m p a re d  
w it h  1 9 2 6  a n d  1 9 2 7 .

funds. These bill purchases by the Reserve Banks are 
made at rates established by them, which are adjusted 
to conform closely with the rates at which bills are sold 
in the open market.

In this way the Reserve Banks each year assist in the 
financing of autumn crop movements and trade. The 
amount of bills purchased by the Reserve Banks de
pends principally upon the amount of bills created and 
the condition of the market for them. This year the 
volume of bills held by the Reserve Banks has increased 
considerably since the early part of August in accord
ance with the usual seasonal tendency. As the accom
panying diagram shows, this increase has followed much 
the same course as in the past two years, though, with 
an unsually large amount of bills created and a firm 
money position, there has latterly been a tendency for 
the Reserve Banks to get larger amounts of bills.

The mechanism of bill purchases by the Reserve Sys
tem provides a semi-automatic way in which a consider
able share of autumn requirements for reserve credit 
are met without increasing bank indebtedness at the 
Reserve Banks.

T a x  P e r io d  O p e r a t i o n s

The volume of transactions conducted by the Reserve 
Banks for the Government during the September 15 tax 
period was unusually large, due to the fact that the re
mainder of Third Liberty Loan bonds still outstanding, 
amounting to over 950 million dollars, were called for 
redemption on that date. The redemption of these bonds 
as they were presented for payment, the sale o f a new 
issue of approximately 550 million of Treasury certifi
cates, interest payments, the collection of third quarter 
income taxes, and the withdrawal o f funds from deposi
tary banks, contributed to a volume of transactions total
ing well over two billion dollars. Notwithstanding the 
very large movements of funds involved in these transac
tions, the money market was not greatly affected— there 
was a brief period of ease around the 15th of the month, 
which was followed by a period of rather scant supply 
around the 19th.

B i l l  M a r k e t

Following the general reduction on August 31 of Ys 
per cent on all maturities of bills, the rate level remained

unchanged throughout September, except for the 5 and
6 months maturities, which became established around 
the middle of the month at 4%  per cent, as against a 
previous range of 4%-5 per cent. Coincident with the 
advent of the crop moving season, the supply of new 
bills coming into dealers’ hands increased considerably, 
and was materially in excess of the rather moderate in
vestment demand. As a result of this condition offerings 
of bills to the Reserve Banks increased, bringing Reserve 
Bank holdings slightly above last year at this time. 
Dealers ’ portfolios of bills which had been comparatively 
small in August also increased about 50 per cent during 
September.

C o m m e r c i a l  P a p e r  M a r k e t

Commercial paper rates remained fairly steady during 
September, and the prevailing rate of 5%  per cent for 
prime names towards the end of the month was quotably 
the same as at the end of August. A  slightly higher 
tendency was indicated, however, by the appearance in 
the market of a considerable number of offerings at 5%  
per cent, and the virtual elimination of sales at 5%  per 
cent, except of a few especially high grade names. Dur
ing the first week of the month, the investment demand 
for paper on the part o f the interior banks temporarily 
became more active, but subsequently declined. On the 
supply side, there was little indication of any increase 
in the amount of commercial borrowing being handled 
through the open market. A t the end of August, 24 
dealers had outstanding $458,000,000 of paper, an 
amount 5 per cent smaller than a month earlier, and 
22Y2 per cent below the outstandings of August a year 
ago.

R e t ir e m e n t  o f  th e  T h ir d  L ib e r t y  L o a n
When the Third Liberty Loan was originally issued 

in May 1918, $4,176,000,000 of these bonds were sold 
throughout the country. In the period between 1918 
and the end of 1927, $2,028,000,000, or nearly one-half 
of these bonds were retired by the Treasury, chiefly 
through the operation of the cumulative sinking fund, 
purchases from surplus money in the Treasury, pur
chases with the proceeds of cash debt payments by 
foreign governments, and retirement of bonds received 
as payments from foreign governments. As a result, 
only $2,148,000,000 of the Third Liberty Loan bonds 
remained at the beginning of 1928 to be retired by the 
date of maturity, September 15.

The first step toward the refunding of this remaining 
half of the issue was an exchange offering on January 
16 of a new issue of 3%  per cent Treasury notes matur
ing in 1932, but callable in 1930; more than one-fourth 
of the Liberty bonds then outstanding were exchanged 
for these notes. In July an additional $108,000,000 
were exchanged for 3%  per cent Treasury bonds 
of 1940-43, and, on the maturity date September 15 
$103,000,000 were exchanged for 4Y2 Per cent Treasury 
certificates of indebtedness due on June 15, 1929. 
Throughout the entire period, the Treasury also pur
chased Third Liberty bonds for the sinking fund, and 
with surplus and other monies. As a consequence of 
operations preceding maturity, when September 15, 
arrived, the Treasury had to provide for the redemption 
of only about $955,000,000, or considerably less than
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one-half of the amount outstanding at the beginning of 
the year, and less than one-fourth of the original issue.

On the first day of redemption, September 15, nearly 
50 per cent of these remaining bonds were redeemed, 
whereas on November 15, 1927, the day the Second 
Liberty Loan was called for retirement, a little over 40 
per cent of the outstanding bonds of that issue were 
redeemed. Subsequent redemptions of T hird ’s fell off 
more rapidly than did redemptions of Second’s during 
the corresponding period; so that, at the end of the 
first thirteen calendar days of the redemption period, 
approximately 80 per cent of the bonds had been re
deemed, or practically the same proportion as in the 
case of the Second’s. This left at the close of business 
September 27 a little over $196,000,000 of T hird ’s still 
to be redeemed. While the larger part of the remaining 
bonds will no doubt be presented within the next few 
months, a considerable number will probably remain 
outstanding for some time, despite the statements widely 
circulated by -the Treasury that interest on the bonds 
ceased on September 15. A t the end of August this 
year, 9%  months after the Second Liberty Loan bonds 
were called for redemption, there were still $25,000,000 
of that issue outstanding.

The principal operations leading to the retirement of 
the Third Liberty Loan are summarized below :

Originally issued May 9, 1918.................................  $4,175,650,050
Retired prior to December 31, 1927.........................  2,027,996,900

Balance outstanding .....................................  $2,147,653,150
Exchanged during January 1928 for 3 ^  per cent

Treasury Notes, Series C 1930-32....................... 607,399,650

Balance outstanding.......................................  $1,540,253,500
Exchanged during July for 3% per cent Treasury 

Bonds of 1940-43......................................................  107,521,550

Balance outstanding.......................................  $1,432,731,950
Purchased by Treasury for sinking fund, and from 

surplus money in Treasury, January 1 to Sep
tember 14, 1928..........................................................  477,344,100

Balance outstanding September 14............... $ 955,387,850
Exchanged on and after September 15 for 4%  

per cent Treasury Certificates of Indebtedness,
Series TJ 1929..........................................................  102,821,300

Redeemed September 15 to 27 from sinking fund 202,975,000
Redeemed September 15 to 27 from tax receipts.. 453,415,200

Balance outstanding on September 27 (on 
which interest has ceased).........................  $ 196,176,350

W ith the redemption of these bonds, three of the 
great war loans have been retired— the Victory Loan 
issued in 1919, the Second issued in 1917, and the Third 
issued in 1918. Part of this retirement has been ac
complished by the application of revenue, both from  
internal sources and from foreign debt payments, and 
the rest has been consummated through refunding 
operations. To the extent that these Liberty bonds and 
other obligations have been redeemed out of income, 
there has been a reduction in the National debt. The 
estimated gross debt at the end of September is about 
$17,400,000,000, an amount more than one billion dollars, 
or 6 per cent, smaller than a year ago. The total 
reduction in the National debt since the high point 
was reached in 1919 has now amounted to over nine 
billion dollars or a little more than one-third.

G o ld  M o v e m e n t
In September the net result of exports, imports, and 

earmarkings shows a small loss of gold to this country, 
amounting, according to a preliminary calculation, to 
$1,500,000. The only important movement resulting 
directly from the position o f the exchanges was the 
importation of $2,434,000 of gold from England on the 
21st. A  shipment o f $2,000,000 was made to Italy towards 
the end of the month. There were other minor imports 
chiefly from Latin America and exports to Mexico, and 
to the British and Dutch colonies in the Far East. The 
amount of gold held here under earmark showed a net 
increase of $1,200,000.

Elsewhere, interest in gold movements centered chiefly 
upon London and Berlin. Germany is reported to have 
taken approximately $20,000,000 in gold from  London 
and to have received gold from  Russia and Denmark. 
Thus, in the four weeks ended September 22, the Reichs- 
bank has been able to increase its gold holdings by 
roughly $22,500,000.

F o re ig n  E x ch a n g e
The outstanding feature of the foreign exchange mar

ket during September was the recession of sterling to a 
position below the gold import point. W ith sterling 
quoted under $4.85 for the first time since February 
1927, the market has been expecting a movement of gold 
from London to this country, but the only shipment thus 
far received is that of about $2,400,000 noted above.

The range of sterling during the month has been be
tween $4.851/4 and $4.84 15/16, and the decline was 
fairly steady from the first of the month until the third 
week, after which there was a slight recovery. The 
seasonal curve in the accompanying chart shows that a 
decline at this time of year is normally to be expected, 
but the 1928 curve shows that the decline since May has 
been more than usually rapid. The curve which shows 
the amount the London rate on three months bills is 
above or below the New York time money rate indicates 
the abnormal factor in the situation. The sterling curve 
shows effective resistance to the attraction of higher rates 
here until about June 1, when there was a sharp break.

riCNF¥ VKTE
STERLING EXCHANGE DIFFERENTIALDollars. TferCent.

S t e r l in g  E x c h a n g e  in  1 9 2 8 , C o m p a r e d  w it h  A m o u n t  L o n d o n  B i l l  R a t e  
H a s  B e e n  A b o v e  o r  B e lo w  T im e  M o n e y  R a t e  in  N e w  Y o r k ;  a ls o  

C o m p a r e d  w it h  A v e r a g e  S e a s o n a l  M o v e m e n t , 1 8 8 9  to  1 9 1 9 .
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The resistance or steadiness which usually appears when 
an exchange approaches closely the gold point, was ap
parent last month but a fresh weakening tendency is 
shown in September due to continued firming of money 
here, combined with pressure of seasonal demand for 
dollars.

The French franc has been maintained at a fairly con
stant level between 3.90% and 3.91 1/16, just above the 
out-going gold point to New York. The strength o f the 
German reichsmark, which is quoted at a premium over 
the dollar, is noteworthy in contrast with the decline 
which took place in other European exchanges, and 
may perhaps be explained by German borrowing abroad 
and high money rates in Germany. Fairly wide fluctua
tion was observable in the Spanish, Argentine, Japanese, 
and Shanghai exchanges, the Argentine peso remaining 
below the gold import point throughout the month.

The Canadian dollar, which is normally quoted at a 
premium at this time of year, when grain exports from 
Canada must be paid for, was quoted at par during the 
second half of the month. High money rates here may 
have tended to offset somewhat the usual demand for 
Canadian exchange at this season.

S e cu r ity  M a rk e ts
Despite heavy trading on the New York Stock E x

change, ranging on most full days between 4,000,000 and 
4,800,000 shares, the general body of stocks had rela
tively little net advance during the month of September. 
Price movements were irregular, and, while a number of 
the more active stocks reached new high levels, a con
siderable number showed at least small net losses for the 
month. Representative averages of industrial stocks 
rose a few points further to new high levels, and near 
the end of the month were from 7 to 20 points above 
their previous high levels of May and June. Averages 
including a large number of stocks made comparatively 
small advances. Public utility stocks also advanced 
somewhat during the month, but remained close to their 
previous high levels of May. Railroad stocks continued 
inactive; price averages declined slightly during the 
month and remained from  6 to 10 points below the high 
quotations of May.

The general trend of corporation bond prices was 
upward in September. The decline in corporation bond 
prices, which began last April, continued until the 
middle of August, at which point average prices showed 
a loss of 3%  points from the high levels of the first 
quarter of the year; since that time, prices have recov
ered about 1 point. While all important classes of corpo
rate issues shared in the advance, railroad bonds showed 
the largest net gain. Foreign bond prices also advanced 
slightly, and towards the end of September were frac
tionally above their mid-August low levels. The United 
States Government long-term list, however, moved gen
erally lower; Treasury bonds declined on the average 
more than y2 point and the First Liberty 3%  ’s declined 
over a point during the month.

N e w  F in a n c in g
A  marked revival of new security issues has occurred 

in September following the small volume of August, and 
it now appears likely that the September total will com

pare favorably with that of a year ago. The increase has 
occurred especially in domestic public utility offerings 
and in foreign securities.

In August the total volume of security issues reported 
by the Commercial and Financial Chronicle amounted to 
only 267 million dollars, compared with 617 million a 
year ago, but an analysis of the figures indicates that the 
greater part of the decline was due to the stoppage of 
refunding operations and the almost complete absence of 
foreign financing. Refunding operations to reduce inter
est charges were in unusually large volume in August
1927, but have been made impracticable in recent months 
by the rise in interest rates. The volume of new domestic 
corporate securities offered during August, although 
smaller than last year, was larger than in August of 1924 
and 1926, and was close to the volume of August 1925.

The total of new security offerings during the first 
eight months of the year was about 5 per cent smaller 
than in the corresponding period last year, but was con
siderably larger than in any of the three preceding years.

5,06/

r t a s r e m r m t 19 2 4  19 2 5  19 2 6  19 2 7  19 2 8
N e w  C a p i t a l  I s s u e s  o f  D o m e s t ic  C o r p o r a t io n s  D u r in g  F i r s t  E i g h t  

M o n t h s  o f E a c h  Y e a r ,  1 9 2 4  to  1 9 2 8  ( in  m il l io n s  o f  d o l l a r s ) .

As the accompanying diagram indicates, the substantial 
decline in the volume of long-term bond issues for domes
tic corporations has been largely offset by an exception
ally large volume of stock issues. Many of these stock is
sues have been offered directly to stockholders and there
fore have not been included in the records of public offer
ings. As a result, the total amount of new capital 
obtained by domestic corporations during this period has • 
been larger than in any recent year except 1927.

Notwithstanding the virtual cessation of foreign 
financing during August, the total of foreign issues dur
ing the first eight months of the year was larger than in 
the corresponding period of any of the past four years. 
Domestic municipal security offerings, however, have 
been in smaller volume than in most o f the recent years.

F o re ig n  T r a d e
Exports o f merchandise during August were valued at 

$381,000,000. This indicates an increase over July of 
considerably less than the usual seasonal proportions, 
and an increase over a year ago that would hardly cover 
the increase in wholesale commodity prices during the 
year. Imports, on the other hand, valued at $347,000,000, 
showed far more than the usual seasonal increase over 
July, but were $22,000,000, or nearly 6 per cent, smaller 
than a year ago.
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Shipments abroad of manufactured products, although 
slightly less than in July, continued to be large and were 
valued at $27,000,000 more than in August of last year. 
Exports of crude foodstuffs were valued at $18,000,000 
less than a year ago, although there was an increase over 
July, due partly to the seasonal influence of grain ex
ports.

The volume of raw silk imported during August was 
the largest ever recorded. Rubber imports, however, 
were smaller than in the previous month, or in August
1927, and the value showed a considerably larger decline 
compared with last year, due to lower prices.
Building

Construction contracts awarded in the New York and 
Northern New Jersey district during August were 10 
per cent smaller than a year ago, following a decrease of 
12 per cent in July, according to reports received by the 
F. W. Dodge Corporation. The August total for the 37 
states east of the Rockies showed a decline of 6 per cent 
from  that of a year ago, the first decrease from last 
year’s volume since March. Since the very heavy vol
ume of May, the trend of building contracts has been 
downward, due in part to seasonal tendencies, but the 
decline of the past three months has been more rapid 
than is usual. In fact, there is frequently an increase 
from July to August, whereas this year a decline of 11 
per cent occurred. The decline does not appear to have 
continued in September, however; for the first three 
weeks of the month, the daily average of contracts 
awarded was about 15 per cent larger than in the same 
period of 1927.

The August decline from last year’s level was primarily 
due to a decline in commercial building, and also to some 
reduction in educational projects. Residential building 
continued heavier than last year, though the increase was 
much smaller than in other recent months. Contracts for 
the other principal classes of construction— industrial 
building and public works and utilities— showed little 
change from  the volume of a year ago.
P r o d u c t io n

Production in leading industries in general showed a 
substantial increase in August. A  number of important 
lines, such as pig iron, bituminous coal, coke, lumber, 
and copper, showed little change after seasonal allow
ance, but none of the large industries curtailed opera
tions materially, and several showed substantial in
creases. One of the most important increases was in the 
automobile industry; production of passenger automo
biles for the first time in the history of the industry 
exceeded 400,000 cars, and the output of trucks also 
reached a new high level. Production of steel ingots in
creased substantially, and established a new high record 
for the month of August. Some improvement was re
ported in the textile industries; cotton consumption, 
though still considerably below last year, showed a sub
stantial increase over July, and operations in the woolen 
and silk industries also showed increases after seasonal 
allowance.

From weekly trade reports, it appears that industrial 
activity continued at a high level during September. 
Employment at the Detroit automobile center for seven 
consecutive weeks established new high levels; there was

a small decline in the week of September 25, but em
ployment was about 50 per cent above the level of a 
year ago. Lumber orders reached the largest volume of 
the year, and production continued in substantial vol
ume. Steel mill operations also were reported at a high 
level. Production of anthracite coal was slightly below 
the level of August, but the output of both bituminous 
coal and of petroleum was larger than in August.

(Computed trend of past years=»100 per cent; adjusted for seasonal variations)

1927 1928

Aug. June July Aug.
Producers’ Goods

Pig iron
Steel ingots................................................................

99
96

107
104

106
105

105
114

Cotton consumption................................................. 115 88 80 94
Woolen mill activity*............................................... 89 83 78 81p

117Silk consumption*..................................................... 105 109 110
Petroleum.................................................................. 119 106 106 107p

79Bituminous coal........................................................ 82 78 79
Coke........................................................................... 97 103 99 100
Lumber...................................................................... 102 93 92 92
Copper, U. S. mines................................................. 96 103 108 109
Lead........................................................................... 105 90 92 99
Zinc .......................................................................... 101 97 97 104
Tin deliveries............................................................ 112 104 83 114
Leather, sole.............................................................. 111 113 123 119
Cement...................................................................... 136 130 132 134
Paper, total............................................................... 104 105r 100
Wood pulp................................................................. 103 98 99

Consumers* Goods
Hogs slaughtered...................................................... 111 99 86 90
Cattle slaughtered.................................................... 108 94 87 91
Sheep slaughtered..................................................... 106 112 103 108
Calves slaughtered.................................................... 90 76 73 80
Farm produce shipped............................................. 101 97 103
Wheat flour............................................................... 87 95 87 95
Sugar meltings, U. S. ports..................................... 96 74 83 95
Gasoline..................................................................... 98 95 101
Anthracite coal.......................................................... 100 72 62 90
Paper, newsprint....................................................... 98 92 86 88
Printing activity....................................................... 104 101 112
Tobacco products..................................................... 108 109 105 ii6
Boots and shoes........................................................ 121 106r 114 118p
Tires........................................................................... 102 120 126 126p
Automobile, passenger............................................. 109 129 134 155
Automobile, truck.................................................... 74 85 129r 124

* Seasonal variation not allowed for p Preliminary r Revised

Employment and Wages
Factory employment, both in New York State and in 

the country as a whole, increased more than usual in 
August, but remained somewhat below the level o f a 
year ago. This bank’s index, in which allowance is made 
for the usual seasonal variations, advanced further to 
the highest level since last September. As compared 
with a year ago, the largest gains were shown in the 
automobile, agricultural implement, and machine tool 
industries, while the largest declines were in shipbuild
ing and cotton goods. Out-of-door activities, as well as 
manufacturing, increased during the month, and fur
nished additional employment for large numbers of 
workers.

Wage earnings also have increased during recent 
months. In every month since May, average weekly 
earnings of factory workers in New York State have 
reached new high levels for those months, but because 
of the lower level of employment total factory payrolls 
remain somewhat smaller than a year ago.

In d e x e s  o f  B u sin ess  A c t iv i t y
This bank’s indexes of business activity showed no 

consistent change from July to August. Carloadings of 
merchandise and miscellaneous freight declined slightly, 
after seasonal allowance, while loadings of bulk freight,
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which have been comparatively small, increased some
what. The various other indexes of business and finan
cial activity also showed mixed changes, but, in general, 
indicated a fairly high level of general business activity.

(Computed trend of past yeara=100 per cent; adjusted for seasonal variations)

1927 1928

Aug. June July Aug.

Primary Distribution
103 101 103 102
97 91 91 93

105 101 108 lOlp
107pImports...................................................................... 123 99 104

Panama Canal traffic............................................... 97 80 83
Wholesale trade........................................................ 105 93 97 ioi

Distribution to Consumer
Department store sales, 2nd District..................... 108 103 97 99
Chain grocery sales.................................................. 106 104 103 103
Other chain store sales........................... ................ 101 102 99 96
Mail order sales........................................................ 121 123 132 137
Life insurance paid for............................................. 113 111 104 107
Advertising................................................................ 103 95 94 97

General Business Activity
Bank debits, outside of N. Y. City. ...................... 104 114 104 104
Bank debits New York City.................................. 142 167 142 149
Velocity of bank deposits, outside of N. Y. City.. 
Velocity of bank deposits, New York City............

104
145

119
177

114
154

113
166

Shares sold on N. Y. Stock Exchange.................... 230 239 186 293
Postal receipts.......................................................... 98 89 87 90
Electric power........................................................... 105 106 107
Employment in the United States......................... 100 97 97 99
Business failures....................................................... 107 121 101 115
Building contracts, 36 States.................................. 126 138 126 110
New corporations formed in N. Y. State . . . . . . . . 113 127 120 108
Real estate transfers................................................ 98 88 86

General price level.................................................... 171 176 176 176
Composite index of wages....................................... 221 223 222 223
Cost of living............................................................ 169 170 172 172

p Preliminary

W h o le sa le  T r a d e
August sales of wholesale dealers in this district, 

reported to this bank, showed substantial seasonal in
creases in a majority of lines, but compared with a year 
ago indicated mixed conditions. Hardware sales showed 
a substantial gain over last year, following decreases in 
the two months preceding, and machine tools continued 
far above the level of a year ago. There were smaller 
increases also in sales of drugs and paper, but decreases 
of varying amount were reported in most other lines. In 
some cases, notably shoes and stationery, these decreases 
followed increases in July.

Commodity

Percentage 
Change 

August 1928 
compared with 

July 1928

Percentage 
Change 

August 1928 
compared with 
August 1927

Per cent of 
Accounts 

Outstanding 
July 31 

Collected 
in August

Stock Stock
Net end of Net end of

Sales month Sales month 1927 1928

Groceries....................... +  0.4 +  1.0 — 1.3 — 3.9 75.0 73.1
Men’s clothing............. +117.8 — 10.2 37.6 36.6
Women’s dresses. . . . . . +75.9 — 11.2
Women’s coats and suits +111.8 — 8.8
Cotton goods—Jobbers +35.0 +  4.8 — 9.1 +  0.5
Cotton goods — Com

mission ...................... +  6.7 —12.8
Silk goods..................... +28.2 +  'i'.9* —20.6 +30 ‘.2* 48'.4 45.9
Shoes............................. +37.0 —10.4 — 7.7 —25.0 35.0 31.8
Drugs............................ +15.0 +11.9 +  3.2 +12.5 46.8 52.4
Hardware..................... +20.6 — 4.1 +  8.6 +  3.7 52.3 51.6
Machine tools**........... +18.2 +41.4
Stationery..................... — 4.7 —  9.7 7i .4 75‘.2
Paper............................. +  4.9 +  2.5 63.8 60.6
Diamonds.....................
Jewelry.........................

+24.9
+38.4 } - T . 7 +  0.6 

— 14.8 } +  2.1 } 25.0 } 23.4

Weighted Average... +46.7 — 4.7 49.5 48.4

* Quantity not value. Reported by Silk Association of America.
** Reported by the National Machine Tool Builders’ Association.

D e p a r tm e n t  S to re  T r a d e

August sales o f leading department stores in this dis
trict were 7 per cent smaller than a year ago. In 
August 1927 sales were unusually large, however, 
whereas in August this year, weather conditions were 
unfavorable to the sale of fall apparel and other mer
chandise. A ll of the reporting stores in New York City, 
and most of the stores in leading cities up-State, had a 
smaller volume of business than in August of last year. 
The large apparel stores also reported smaller sales than 
a year previous for the first time since last October. The 
leading mail order houses, however, continued to report 
very substantial increases over the sales of a year ago.

Stocks of merchandise on hand at the end of the month 
remained only slightly larger than a year previous. Col
lections were slightly smaller, relative to the amount of 
accounts outstanding, than in August 1927.

Locality

Percentage 
Change 

August 1928 
compared with 
August 1927

Per cent of 
Accounts 

Outstanding 
July 31, 

Collected in 
August

Net
Sales

Stock 
on hand 
end of 
month 1927 1928

New York...................................................... — 9.1 
— 12.0 
— 10.6
— 8.9 
+  3.4 
+  0.4
— 4.4
— 2.2
— 9.2
— 2.1
— 7.8
— 2.8 
— 2.8

+  1.1 
— 1.1 
+  2.1
— 1.9 
+  2.4
— 5.2
— 3.9

43.1
49.3 
33.8

4i .7

34.4

42.5
49.5
33.6

39’.6 

35.Q

Buffalo...........................................................
Rochester.......................................................
Svracuse.........................................................
Newark...........................................................
Bridgeport.....................................................
Elsewhere.......................................................

Northern New York State.......................
Central New York State..........................
Southern New York State........................
Hudson River Valley District.................
Capital District.........................................
Westchester District.................................

All department stores................................... — 7.1 +  0.7 42.0 41.3
Apparel stores............................................... — 3.5 

+21.1
+  5.5 41.3 39.5

Mail order houses.........................................

As the following table indicates, sales of shoes were 
considerably larger than a year ago, and sales of m en’s 
furnishings were slightly larger. Most of the apparel 
departments, however, showed substantial declines com
pared with last year, as did also the furniture and home 
furnishings, yard goods, and other principal depart
ments.

Net Sales 
Percentage Change 

August 1928 
compared with 
August 1927

Stock on Hand 
Percentage Change 

August 31, 1928 
compared with 

August 31, 1927

+14.2 +15.5
Toys and sporting goods............................. +  2.5 +12.6
Men’s furnishings........................................ +  1.4 — 3.0
Books and stationery.................................. +  0.6 +13.3
Toilet articles and drugs............................. — 1.4 +  5.5

— 1.6 +  7.1
Silverware and jewelry............................... — 4.1 — 4.4
Women’s ready-to-wear accessories........... — 4.2 +  4.1
Luggage and other leather goods............... — 6.3 — 10.6
Home furnishings........................................ — 6.3 +  9.2
Women’s and Misses’ ready-to-wear......... — 9.6 +  2.8
Linens and handkerchiefs........................... — 10.6 — 0.5

— 12.8 +  4.0
Men’s and Boys’ wear................................. — 12.9 +  7.9

— 13.5 +17.9
Silks and velvets.......................................... —17.4 +10.6
Musical instruments and radio.................. —25.9 —22.7
Woolen goods............................................... —43.8 +  4.2
Miscellaneous............................................... — 11.7 +  0.4
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PERCENT

In d e x  N u m b e r s  o f  P r o d u c t io n  o f  M a n u f a c t u r e s  
a n d  M in e r a l s ,  A d ju s t e d  fo r  S e a s o n a l  V a r i a 

t io n s  ( 1 9 2 3 - 2 5  a v e r a g e  = 1 0 0  p e r  c e n t ) .

PER CENT

F e d e r a l  R e s e r v e  B o a r d 's  In d e x e s  o f  B u i ld in g  
C o n t r a c t s  A w a r d e d  B a s e d  o n  R e p o r t s  o f  t h e  

F .  W .  D o d g e  C o rp o r a t io n  (1 9 2 3 - 2 5  
a v e r a g e  1 0 0  p e r  c e n t ) .

-PERCENT

C o m m o d it ie s  ( 1 9 2 6  a v e r a g e  =  1 0 0  p e r  c e n t ) .

HILL JONS (/DOLLARS

R e s e r v e  B a n k  C r e d i t :  M o n t h ly  A v e r a g e s  o f  D a i ly  
F ig u r e s  fo r  1 2  F e d e r a l  R e s e r v e  B a n k s  

( L a t e s t  f ig u r e s  a r e  a v e r a g e s  o f f i r s t  
2 2  d a y s  o f  S e p t e m b e r ) .

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

\70LUME of industrial and trade activity increased in August, and there 
was a further advance in wholesale commodity prices. Reserve Bank credit 

outstanding increased in September reflecting in part seasonal demands for 
currency and credit. Money rates remained firm.

P roduction

Production of both manufactures and minerals increased considerably in 
August, the output of manufacturing plants being larger than at this season 
of any earlier year. Automobile production was in record rolume in August, 
and available information indicates that output was maintained by many pro
ducers at a high level during September. Iron and steel production continued 
large in August and September, and output of nonferrous metals increased 
between July and August. Textile mill activity, which had been somewhat 
reduced in recent months, also showed a substantial increase. Factory em
ployment and payrolls have increased since midsummer and in August were 
close to the levels of a year ago. In the building industry there was evidence 
of recession in a sharp decline after the early summer in contracts awarded, 
which were in smaller volume during August than in the corresponding month 
of any year since 1924. In the first three weeks of September, however, awards 
were somewhat larger than last year.

Estimates of the Department of Agriculture for September 1 indicate 
that yields of principal crops will be larger than last year and above the 
average for the preceding five years.

T r a d e

Distribution of commodities showed seasonal increases in August, although 
sales in most lines of wholesale and retail trade did not equal the unusually 
large sales of August 1927. Department stores stocks increased as is usual in 
August but continued smaller than a year ago, while inventories in several 
lines of wholesale trade were somewhat larger than last year. Freight-car 
loadings were in about the same volume in August as a year earlier. Ship
ments of miscellaneous commodities and grains were larger and those of coal, 
livestock, and forest products smaller than last year.

P ric es

The general level of commodity prices increased in August and the 
Bureau of Labor Statistics index, at 98.9 per cent of the 1926 average, was 
the highest in nearly two years. Increases in August were chiefly in the 
prices of livestock and livestock products, which are now higher than at any 
time since 1920. There were also small increases in fuels, metals, and build
ing materials. Grains and cotton showed sharp declines, and there were de
creases also in hides and skins and wool. Since the first of September there 
have been some declines in livestock and meats, and a sharp further decrease 
in cotton, while prices of pig iron, copper, and petroleum have advanced.

B a n k  C r e d i t

Between the middle of August and the middle of September there was a 
considerable increase in the loans and investments of member banks in leading 
cities. Part of the increase was in loans on securities and part reflected a 
seasonal increase in other loans. Deposits of the member banks also increased 
during the period.

Volume of Reserve Bank credit outstanding increased during the four 
weeks ended September 19 in response to seasonal demands for currency and 
growth in member bank reserve requirements. The increase in total bills and 
securities was largely in holdings of acceptances and in discounts for member 
banks.

During the same period there were further increases in open-market rates 
on collateral loans and on commercial paper, while rates on bankers accept
ances were reduced from 4% per cent to 4% per cent.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Eeserve Agent Federal Eeserve Bank, New York November 1, 1928

M o n e y  M a r k e t  in  O c to b e r

Accompanying a continued large volume of trading 
in stocks at rising prices, loans to brokers and dealers 
in securities, placed by New York City banks, have risen 
successively to new high levels in each of the past 4 
weeks, and on October 24 were more than 200 million 
dollars above the previous high point of June 6. As 
the first part of the diagram below indicates, however, 
the increase during the recent months has not involved 
any marked expansion in bank credit. Total loans on 
stocks and bonds made by reporting member banks, 
which include direct loans to customers, as well as open 
market loans to brokers, have risen somewhat since A u
gust, but remain below the levels of May and early 
June.

Loans placed by the New York banks for customers 
other than out-of-town banks have supplied nearly all 
o f the additional demand since May. These loans, which 
are shown in the second part of the diagram, have not 
involved an expansion of bank credit, nor an increase 
in bank deposits, but have meant, rather, an increasingly 
intensive use of bank funds. This is reflected in the ex
traordinarily high velocity, or rate of turnover, of de
posits in New York City, which is shown in the final 
section of the chart. The velocity of deposits in New 
York, according to this bank’s calculation, which is 
based on the ratio of bank debits to demand deposits, has 
been running much higher than in any recent year, and 
in September was nearly 25 per cent higher than a year
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ago and nearly 50 per cent higher than in September 
1926.

This high rate of turnover of deposits seems to give 
support to the assumption that a considerable part of 
the increase in brokers loans placed for “ others”  has 
represented the lending of less active deposits to 
brokers who put them into very active use. While the 
increase in these loans does not now result in an in
crease in the volume of bank credit, it constitutes a 
potential claim on the banks, which find the demands 
upon them increased at any time when these lenders 
withdraw funds from the market.

A u t u m n  C o m m e r c i a l  R e q u i r e m e n t s

The autumn increase in currency circulation has been 
at least as large as the seasonal movement o f other 
years, and in the third week of October the volume of 
currency in circulation in the United States was about 
150 million dollars above the seasonal low point in the 
latter part o f July. This has constituted a dollar-for- 
dollar drain on the reserves of member banks.

Bank loans other than those secured by stocks and 
bonds, the seasonal fluctuations of which reflect mainly 
the variations in agricultural and commercial require
ments, have shown less than the usual increase from 
July to October, both in this district and in the country 
as a whole. This may be due at least partly to the fact 
that these loans increased, instead of showing the usual 
decrease, during the summer. There has been a mod
erate increase during the past month, however, as is
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shown in the diagram above, and the accompanying in
crease in deposits has caused some increase in the re
quired amount of member bank reserves.

Both this increase in reserve requirements and the 
additional currency demand have been met by the re
serve funds paid out by the Reserve Banks through sea
sonal purchases of acceptances. The amount of accept
ances offered to the Reserve Banks has been unusually 
large this season— sufficiently large so that member 
banks have been enabled to use part of the proceeds to 
feduce their indebtedness at the Reserve Banks during 
the latter part of the month. Accompanying this reduc
tion in member bank indebtedness, there has been a 
slight easing in the money market, which is reflected in 
the following table principally in reductions in time 
money rates and in yields on short-term U. S. Govern
ment securities.

Money Rates at New York

Oct. 31, 1927 Sept. 28, 1928 Oct. 29, 1928
Call money................................. *3M *6-8 *6-8
Time money—90 day................ 4% 7% f 7 j
Prime commercial paper............ 4 5XBills—90 day unindorsed..........
Customers’ rates on commercial

loans.......................................
Treasurŷ  certificates and notes

f4.31 f5.47 t5.47

Maturing December 15.......... 2.52 4.73 4.44
Maturing March 15............

Federal Reserve Bank of New
3.01 4.81 4.58

York rediscount rate..............
Federal Reserve Bank of New 

York buying rate for 90 day
3H 5 5

bills.......................................... 3^ 4K 4 X

* Prevailing rate for preceding week 
t Average rate of leading banks at middle of month

B ill M arket

The supply of bills coming into the market continued 
large throughout the entire month of October, reflecting 
the usual seasonal increase in drawings to finance the 
movement o f cotton and other agricultural commodities. 
Investment demand for bills was considerably smaller 
than the available supplies until after the middle of 
the month when more active foreign buying appeared, 
and dealers’ portfolios at the end of the month were

somewhat larger than at the end of September. Reflect
ing the creation of large amounts of new bills, dealers’ 
offerings to the Reserve Banks also were heavy, and the 
System’s portfolio of bills showed a constant increase 
throughout the month and on October 24 amounted to 
about 400 million dollars, or 100 million more than the 
holdings at this time last year. Ninety day unindorsed 
bills continued to be offered at 4 %  per cent, unchanged 
since August 31, and there was no change in rates for 
other maturities until late in the month when 5 and 6 
months’ bills were reduced %  per cent due to a shortage 
in the supply of these particular maturities.

Following the usual seasonal decline during the spring 
and summer, the volume of bankers bills outstanding 
increased during September to $1,004,000,000, an amount 
$140,000,000 larger than on September 30, 1927, and 
$390,000,000 larger than on the corresponding date of 
1926. During the past year, the largest increases have 
been in acceptances arising from  exports from  this 
country or based on goods stored in or shipped between 
foreign countries. There has also been a smaller in
crease in acceptances covering import transactions.

The accompanying diagram indicates that while a 
diminishing amount o f commercial credit is being sup
plied through the open market for commercial paper, 
an increasing amount of the financing of crop move
ments and foreign trade is being done through the 
acceptance market.
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Commercial P aper Market 
Investment demand for commercial paper was rather 

inactive until the third week of October, when a num
ber of the country banks of up-State New York, Penn
sylvania, New England, and the Middle West came into 
the market for moderate amounts of paper. Slightly 
heavier buying by New York City banks for the account 
of out-of-town correspondents was also reported. As a 
result of the increased demand and the difficulty that 
dealers generally continued to have in acquiring new 
supplies of paper from commercial and industrial con
cerns, open market lists o f paper towards the end of 
the month were reported to have been extremely small. 
Outstandings o f commercial paper at the end of Sep
tember were down further to $430,000,000, according to
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reports received from  24 leading dealers. This amount 
is 6 per cent smaller than at the end of the preceding 
month, and 28 per cent smaller than a year ago. The 
selling rate for the bulk of the prime names was un
changed throughout October at 5^2 per cent, and there 
continued to be transactions in the less well known 
names at 5%  per cent.

C re d it  t o  B a n k  o f  P o la n d
As reported last October, the Federal Reserve Bank 

of New York, in association with ail other Federal Re
serve Banks, participated in a credit arrangement 
granted by various banks of issue to the Bank of 
Poland in furtherance of the plans which were com
pleted last year for the stabilization of the Polish cur
rency on a gold basis. Under the terms of this ar
rangement, the Federal Reserve Bank of New York 
agreed, for a period of one year, to purchase from the 
Bank of Poland, if desired, up to a total of $5,250,000 
of prime commercial bills. Following a request of the 
Bank of Poland, the Federal Reserve Bank of New 
York and all of the other Federal Reserve Banks have 
agreed to extend their participation for a period of 
one year from October 13, 1928. Each of the foreign 
banks of issue participating in the original arrange
ment has agreed to do likewise.

C e n tra l B a n k  R a t e  C h a n g e s
Two banks of issue altered their official discount rates 

during October. On the 2nd, the National Bank of 
Hungary raised its rate from  6 per cent to 7 per cent. 
The earlier rate had been in elfect since August 26,
1926. Between September 30, 1927 and September 30,
1928 the Hungarian institution reduced its visible for
eign exchange reserve by about 50 per cent from 93 
million to 47 million pengoes, In  the same period it 
has been subject to rather heavy drafts for domestic 
trade requirements, the bill portfolio expanding from 
310 to 398 million pengoes.

On October 23 the Central Bank of Chile reduced 
its rediscount rate for member banks from  6 ^  to 6 
per cent, and its discount rate to the public from 7 ^  
to 7 per cent. The higher rates had been in effect since 
December 17, 1927. The only notable alteration in the 
composition of the bank’s assets in recent months has 
been the transfer of a rather large proportion of dis
count accommodation from  the public to member banks. 
Since the end of June, discounts effected directly for 
the trading community have fallen by 2,420,000 pesos, 
while rediscounts to member banks have increased by 
roughly 2,340,000 pesos.

F o r e ig n  E x ch a n g e

Except for a brief recovery around the 10th of the 
month, sterling exchange was weak throughout October 
and subject to narrow but frequent fluctuations. The 
range of quotations was $4.84 13/16 to $4.85^, or 
close to our gold import point from London. The 
resultant movement of gold from  London to New 
York was relatively small, however, partly because 
of the strong German demand which took most of 
the gold coming into the London market. Further
more, sterling did not decline for more than temporary

periods to the level which would make it profitable 
to withdraw gold from  the Bank of England if interest 
were calculated at the high rates prevailing in New 
York. Reichsmarks weakened in mid-month following 
the substantial gold shipments from London, but recov
ered to par on the 18th and showed some firmness there
after. Lire were firm and in demand, probably due in 
part to the replacement of tourist requirements by 
immigrant remittances, but the Italian exchange re
mained slightly below par. Pressure on the Dutch 
guilder due to seasonal influences as well as the attrac
tion of interest rates in New York, was still manifest. 
In general, a little heaviness was displayed by most of 
the European exchanges, although the only marked de
cline recorded was that of the Spanish peseta, which 
has continued under pressure since the middle of 
August.

The position of the Canadian exchange, which is at a 
discount of about 1/32, whereas ordinarily at this time 
of year it is at a premium, shows the preponderant 
influence of attractive money rates over the pressure of 
seasonal requirements. Toward the end of the month 
the Argentine peso evinced a firmer tendency conse
quent upon the report of gold shipments to New York. 
Among the Far Eastern exchanges the feature was the 
rapid appreciation of the yen in the second half o f the 
month, probably due to reports favoring the raising of 
the gold embargo. The range was $.4560 to $.4738. 
The rupee appreciated also, continuing a movement be
gun in August.

Country

Cable rates

October 31, 1927 September 29, 1928 October 30, 1928

.1408 .1408 .1406

.1393 .1389 .1390
4.8692 4.8495 4.8491

.0392 .0391 .0391

.2388 .2383 .2382
Italy..................... .0546 .0523 .0524
Netherlands......... .4029 .4011 .4010

.2635 .2666 .2665
Switzerland.......... .1929 .1925 .1924

1.0012 .9999 .9998
.9703 .9559 .9570
.1193 .1194 .1194
.3641 .3638 .3648
.4652 .4575 .4695

Hong Kong, dollar .4922 .4978 .5002
Shanghai, tael. . . . .6238 .6363 .6407

G o ld  M o v e m e n t
For the second time since August 1927 the net result 

of exports, imports, and earmarkings shows a gain of 
gold to this country, amounting in October to $12,-
370,000. The bulk of the incoming gold was received 
from England as a result of the position of sterling 
exchange below the outgoing gold point from London 
for New York. Aside from the English shipments, the 
only gold movement of consequence was the receipt of 
$1,000,000 from the Argentine Republic. Preliminary 
figures are as follow s: imports $11,698,000; exports 
$528,000; net release of gold from earmark $1,200,000; 
net gain to the country $12,370,000.

London has continued to be the chief center of interest 
as regards gold movements. In the current movement 
o f gold from London to the United States, which began 
on September 20, £3,000,000 has been shipped here. 
The movement of gold from  London to Germany began
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on July 24 and has thus far (October 30) involved 
£13,700,000. Besides the proceeds of purchases in Lon
don, the gold stock of the Reichsbank has been aug
mented by Russian deliveries and amounts, as reported 
on October 23, to $598,000,000, an increase of $86,000,000 
since July 24, and of about $160,000,000 in the past year.

S e c u r ity  M a rk e ts
Stock price movements continued highly irregular 

during most of October, but as the result of a strong 
advance around the middle of the month, average prices 
reached new high levels. Prices of industrial stocks, as 
measured by averages of a large number of stocks, 
showed a net advance of some 7 points during the month. 
Railroad and public utility stocks declined slightly dur
ing the first part of the month, but a subsequent ad
vance left average prices near the end of the month at 
about the same levels as at the end of September.
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The accompanying diagram, based on the Standard 
Statistics Company weekly indexes of stock prices, 
shows that industrial stocks are higher than at any time 
in the past, and are about 36 per cent higher than a 
year ago. The trend of public utility stocks during 
most of the year has been somewhat similar, but in the 
last two months the advance has not been continued as 
in the industrials; current prices o f utilities are about 
the same as in May, and are 28 per cent higher than a 
year ago. Railroad shares, on the other hand, have re
mained somewhat below their high levels of May, and 
recent quotations have been about the same as at this 
time last year.

Domestic corporation bonds were steady during Oc
tober; in fact, prices have shown little change since 
the middle of September, up to which time prices had 
recovered about 1 point from  the August low levels. 
Foreign bonds were virtually unchanged in October and 
remained close to the lowest levels of the year. United 
States Government long-term bonds responded to the 
somewhat easier money conditions with a moderate 
net rise.

N e w  F in a n c in g

Complete figures of new security issues reported by 
the Commercial and Financial Chronicle, were much 
closer to the level of 1927 in September than in August. 
The total for the month proved to be only $90,000,000 
smaller than a year ago, and of this decline more than 
one-half was due to a reduction in refunding operations. 
Domestic corporations obtained $32,000,000 more new 
capital than during the corresponding month of 1927, 
for, while bond issues were slightly smaller, this decline 
was more than offset by larger stock offerings. The 
principal reduction was in municipal and State financ
ing; foreign takings of new capital were also somewhat 
smaller than in September 1927.

Although new security offerings during October con
tinued in about the same volume as in the preceding 
month, the totals for both domestic and foreign financ
ing appear to have fallen considerably short of the 
heavy volume floated in October 1927. Stock issues 
continued to constitute a relatively large proportion of 
the total new financing, amounting in October to more 
than one-third of all public offerings during the month.

F o r e ig n  T r a d e

Exports of merchandise during September, valued at 
$426,000,000, showed less than the usual seasonal in
crease over August and were unchanged from  those of 
a year ago, notwithstanding some advance in commodity 
prices during the year. Large increases over September 
1927 occurred in exports of crude materials, including 
chiefly raw cotton, and also in exports of finished manu
factures, # but these gains were offset by declines in ex
ports o f semi-manufactures and foodstuffs.

Merchandise imports, valued at $321,000,000, declined 
both from  August and from a year ago. The principal 
decline in each case was in imports of crude materials. 
Imports of raw silk were about one-fourth less in quan
tity than in August and were smaller than in September 
of any previous year since 1923. A  considerably lower 
level o f raw silk prices than a year ago also contributed 
to the reduction in the value of silk imports. Receipts of 
crude rubber, excepting in A pril 1927, were the largest 
in quantity ever recorded in a single month, but the 
increase over a year ago was more than offset by the 
lower prices prevailing this year.

P r o d u c t io n

Industrial activity continued at a high level during 
September. Total production of a number of commodi
ties declined from the August levels, but in most cases 
this was due to the smaller number of working days 
in September, which was an unusually short month this 
year because of the occurrence of five Sundays. When 
allowance is made for the length o f the month, produc
tive activity generally showed at least the usual seasonal 
expansion. Average daily production of automobiles 
reached a new high record for all time; daily produc
tion of steel ingots reached a new high level for the 
month of September; bituminous coal output increased 
to a level above that of a year ago, and anthracite pro
duction was closer to last year’s volume than in a num
ber of months; consumption of cotton showed a further
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increase, and silk consumption was larger than in any 
month since March.

During October, employment at the Detroit automo
bile center averaged somewehat below the September 
level. Weekly reports indicate that other leading in
dustries at least held previous gains. Steel mill opera
tions were close to 90 per cent, o f capacity, production 
of both anthracite and bituminous coal averaged con
siderably higher than in September, and production of 
lumber and cotton goods increased further.

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1927 1928

Sept. July Aug. Sept.
Producers' Goods

Pig iron...................................................... 96 106 105 105
Steel ingots................................................ 94 105 114 119
Cotton consumption................................. 116 80 94 90
Woolen mill activity*............................... 95 78 81 87 p 

118Silk consumption*..................................... 128 110 117
Petroleum.................................................. 117 106 110 108p

82Bituminous coal........................................ 83 79 79
Coke........................................................... 97 99 100 101
Lumber...................................................... 101 92 95r 84p

114Copper, U. S. mines................................. 98 108 109
Lead....................................................... 105 92 98r 106
Zinc............................................................ 103 97 104 102
Tin deliveries............................................ 96 83 114 105
Leather, sole............................................. 109 123 120r 111
Cement...................................................... 134 132 134 132
Paper, total............................................... 103 100 106 99p

lOOp

92

Wood pulp................................................. 97 99 107
Consumers' Goods

Hogs slaughtered....................................... 94 86 90
Cattle slaughtered................... ................. 97 87 91 88
Sheep slaughtered..................................... 99 103 108 108
Calves slaughtered.................................... 81 73 80 75
Farm produce shipped............................. 99 103 102 89
Wheat flour............................................... 91 87 95 85
Sugar meltings, U. S. ports..................... 110 83 95 115
Gasoline..................................................... 100 101 104
Anthracite coal.......................................... 94 62 90 90
Paper, newsprint....................................... 94 86 88 83
Printing activity....................................... 102 113r 111
Tobacco products...................................... 108 105 116 io5
Boots and shoes......................................... 114 115 118 lOOp
Tires........................................................... 100 126 125
Automobile, passenger............................. 93 134 155 i45
Automobile, truck..................................... 82 129 13 lr 129

* Seasonal variation not allowed for. p Preliminary. r  Revised.

E m p lo y m e n t  a n d  W a g e s

A  further improvement in employment conditions 
occurred during September. The total number of fac
tory operatives had a further seasonal increase, in New 
York State to the highest level this year, and in the 
country as a whole to the highest level since October
1927. In New York State the automobile factories and 
woolen mills showed the largest increases in employment 
compared with a year ago, and the iron and steel and 
non-ferrous metals showed moderate increases, while 
most of the other industries continued to show declines.

Further indication of better employment conditions 
appeared in the average rate of voluntary labor turn
over reported by the Metropolitan Life Insurance Co. 
In September this rate of labor turnover was the highest 
in two years, apparently indicating that employees are 
finding conditions more favorable to seeking other posi
tions than in a number of months. The ratio of orders 
for workers to applications for employment at New 
York State Employment Offices, as shown in the accom
panying diagram, has been fairly high during recent 
weeks.
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Average weekly earnings o f factory workers in New 
York State increased further in September and were 
higher than in any previous month, with the exception 
of March 1927. Total wage payments also increased 
and were closer to the level of a year previous than at 
any time since September 1927.

B u ild in g

A fter declining in the two previous months to levels 
below those o f a year ago, building and engineering con
tracts awarded in the New York and Northern New 
Jersey district during September increased 22 per cent 
over the August total, and 46 per cent over that of 
September 1927, according to the F. W . Dodge Corpo
ration report. The substantial increase over last year 
reflected chiefly larger contracts for residential building, 
and for public works and utilities, which included large 
subway contracts.

Construction contracts awarded in the 37 states east 
of the Rockies also increased in September, following a 
decrease each month since May, and reached a total 13 
per cent larger than a year ago and also slightly larger 
than in September 1926, as the diagram on page 86 
shows. Building contracts awarded in September are 
usually somewhat smaller than in August, but this year 
the inclusion o f a very large power development and 
three other large industrial projects, as well as the New 
York subway contracts, resulted in making the total of 
contracts awarded larger than for  any previous Sep
tember. W ithout these unusually large projects, the 
total for September would have been slightly smaller 
than in either the previous month or September 1927. 
Figures showing the amount of new floor space con
tracted for, which largely exclude engineering projects 
where floor area is of little or no significance, instead 
of advancing in September as did valuation figures, con
tinued the decline that began in June. Floor space fig
ures throughout the year have been consistently higher 
than in 1927, though in the last few months the span 
has become much smaller than in the second quarter of 
the year.
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MILLIONS o f HOLLARS

B u i ld in g  C o n t r a c t s  A w a r d e d  in  3 7  S t a t e s  in  1 9 2 8  C o m p a r e d  w it h  
1 9 2 6  a n d  1 9 2 7  ( F .  W .  D o d g e  C o rp o r a t io n  f i g u r e s ) .

A  continuation of active building operations in Octo
ber is reported; the daily average of contracts awarded 
during the first 26 days of the month was about 5 
per cent larger than during the corresponding period 
of last year. During the first nine months of this year 
the total amount of building and engineering contracts 
awarded in the New York and Northern New Jersey dis
trict has been 7%  per cent larger than in the corre
sponding period of 1927, and the total for the 37 states 
from which reports are received has been 7 per cent 
larger.

C ro p s

Crop prospects on the whole showed little change on 
October 1 from the prospects of two months previous, 
following the substantial improvement of July. The 
only important change during August and September 
was a reduction of more than 100 million bushels in the 
expected production of corn, which was the result 
chiefly of dry weather in Nebraska and South Dakota, 
and of storm damage in some of the Atlantic Coast 
States. The cotton crop estimate also was lowered some
what as the result of unfavorable weather conditions 
throughout most of the producing states during Septem
ber. The indicated production of a majority of the other 
important crops was increased slightly, as is shown in 
the accompanying table. Farm output in general is 
expected to be above both the actual harvest of last year 
and the average harvest of the past five years.

(In millions)

Crop
1923-1927
Average
Harvest

1927
Harvest

Indicated by Condition

July 1 
1928

Aug. 1 
1928

Oct. 1 
1928

Corn, bushels.......................

Oats, bushels.......................
Barley, bushels....................
Potatoes, white, bushels. . .
Tobacco, pounds.................
Hay, tame, tons..................
Apples, total, bushels.........
Cotton, bales.......................

2,752
808

1,348
209
384

1,336
93.1 

183
14.2

2,774
873

1,184
264
407

1,211
106.5
123
13.0

2,736
800

1,320
303
444

1,312
84.4

178

3,030
891

1,442
344
460

1,358
88.8

179
14.3

2,903
904

1,453
351
464

1,353
92.7

178
14.0

In d e x e s  o f  B u sin ess  A c t iv i t y

Average daily carloadings, both of merchandise and 
of bulk freight, showed more than the usual seasonal

increase in September and were larger than a year ago. 
Retail trade also was unusually active, and this bank’s 
indexes of department store and chain store sales in
creased substantially. The very large volume of trading 
in stocks is reflected in bank debits, especially in New 
York City, and also in the indexes of velocity of bank 
deposits. Other business indexes showed mixed increases 
and decreases.

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1927

Sept. July

1928

Aug. Sept.
Primary Distribution

Car loadings, merchandise and misc....... 105 103 102 104
Car loadings, other................................... 96 91 93 97

100 108 100 95p
114 104 110 103p

Panama Canal traffic............................... 96 83 89 85
Wholesale trade......................................... 99 97 101 95

Distribution to Consumer
Department store sales, 2nd Dist.r........ lOlr 102r 93r 107r
Chain grocery sales................................... 106 103 103 104
Other chain store sales............................. 105 lOOr 97r 109
Mail order sales......................................... 110 132 137 132
Life insurance paid for............................. 111 104 107 97

102 94 97 96
General Business Activity
’ Bank debits, outside of N. Y. City......... 109 104 104 111

Bank debits, New York City................... 145 142 149 165
Velocity of bank deposits, outside of

N. Y. City............................................. 109 114 113 120
Velocity of bank deposits, New York

City........................................................ 153 154 166 190
Shares sold on N. Y. Stock Exchange. .. 234 186 293 398
Postal receipts........................................... 93 87 90 84
Electric power........................................... 106 108r 108
Employment in the United States.......... 99 97 99 *98
Business failures........................................ 101 101 115 104
Building contracts, 36 States................... 134 126 110 142
New corporations formed in N. Y. State 112 120 108 100
General price level.................................... 173 176 176 178
Composite index of wages........................ 222 222 223 224
Cost of living............................................. 169 172 172 173

p Preliminary. r  Revised.

C o m m o d it y  P r ice s

In the past three months the wholesale commodity 
price index of the Bureau of Labor Statistics has ad
vanced steadily, and in September reached the highest 
level since June 1926. There was some net increase among 
agricultural commodities, as sharp increases in live 
stock prices more than offset declines in grains and in 
cotton, but the most significant feature has been the 
strength in the other commodities, which are influenced 
more by business than by crop conditions. Last March, 
following a steady decline of many months, these 
commodities generally were 6 per cent below the 
1926 average, but between that time and September they 
have shown a steady recovery. The most substantial 
increases during the period were in petroleum and its 
products, which had been at very low levels, and in 
copper which has advanced to the highest level in sev
eral years. Moderate price advances occurred also in 
iron, lumber, and coal.

During October, agricultural commodities were irregu
larly lower than in the preceding month, the largest 
movement being a 30 per cent drop in the price of hogs. 
The other commodities, however, generally held previous 
gains, and in some instances, such as copper, showed 
further advances.
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Notwithstanding the fact that there was one less 
business day in September this year than in 1927, sales 
of leading department stores in this district showed an 
increase which largely compensated for the August de
cline. The cooler weather stimulated sales of seasonable 
merchandise, and most of the apparel departments were 
among those showing increases over September 1927. 
Apparel stores also reported substantial increases. 
Nearly all sections of the district participated in the 
increase.

As the following table shows, stocks of merchandise 
were generally smaller at the end of September than a 
year previous. W ith sales larger than last year, the 
rate o f stock turnover was considerably higher than in 
September 1927. The percentage o f outstanding charge 
accounts collected during the month was about the same 
as last year.

D e p a r tm e n t  S to r e  T r a d e

Locality

Percentage 
Change 

September 1928 
compared with 
September 1927

Per Cent of 
Accounts 

Outstanding 
August 31, 
Collected in 
September

Net
Sales

Stock 
on hand 
end of 
month 1927 1928

New York...................................................... +  4.5 
+  5.6 
+  7.5
— 2.5 
+  3.4 
+13.7  
+  2.9 
+  2.2 
+  0.4 
+  9.2 
+  4.3
— 2.6 
+  3.0

— 2.4
— 4.0
— 3.1
— 2.4
— 4.5
— 5.5
— 7.6

48.7
53.6
35.1
32.2 
40.4

33. i

49.4 
52.3
37.5 
43.8 
40.0

34‘.4

Buffalo...........................................................
Rochester......................................................
Syracuse........................................................
Newark..........................................................
Bridgeport.....................................................
Elsewhere......................................................

Northern New York State.......................
Central New York State..........................
Southern New York State.......................
Hudson River Valley District.................
Capital District.........................................
Westchester District.................................

All department stores................................... +  4.3 — 3.2 44.5 44.9

Apparel stores............................................... +  8.7 
+21.9

— 3.9 43.8 42.4
Mail order houses.........................................

Sales and stocks in principal departments are shown 
in the following table.

Net Sales Stock on Hand
Percentage Change Percentage Change

September 1928 September 30, 1928
compared with compared with
September 1927 September 30, 1927

Musical instruments and radio.............. +15.6 — 19.3
Shoes......................................................... +14.1 +11.0
Cotton goods............................................ +12.7 — 8.7
Women’s and Misses’ ready-to-wear___ +11.9 — 13.8
Women’s ready-to-wear accessories....... +  7.9 — 2.1
Men’s and Boys’ wear............................. +  6.5 — 4.6
Home furnishings..................................... +  3.4 +  7.9
Books and stationery.............................. +  3.4 +  5.1
Linens and handkerchiefs....................... +  0.8 — 2.5
Men’s furnishings.................................... +  0.7 — 7.8
Hosiery..................................................... +  0.6 +10.3
Furniture.................................................. — 0.6 — 7.6
Toilet articles and drugs......................... — 0.6 +  5.7
Silverware and jewelry............................ — 4.3 — 5.1
Luggage and other leather goods........... — 7.1 — 13.0
Toys and sporting goods......................... — 9.5 +11.8
Woolen goods........................................... — 11.6 —13.4
Silks and velvets...................................... — 12.4 — 0.4
Miscellaneous........................................... — 4.7 — 3.9

C h ain  S to re  Sales

Total sales of reporting chain store systems showed 
a larger increase over a year ago in September than in

either of the two previous months, notwithstanding the 
fact that there was one less selling day in September 
this year than in 1927. The increases were particularly 
large in variety chains, which deal largely in apparel, 
and in shoe chains. The ten cent store chains also re
ported substantial increases. Apparently due in part to 
the shorter month, sales of candy chains showed a frac
tional decline from  a year ago, despite a considerable 
increase in the number of stores, sales o f tobacco chains 
were slightly smaller, and sales o f grocery chains showed 
the smallest increase so far this year.

Percentage Change September 1928 
compared with September 1927

Type of Store Number of 
Stores

Total
Sales

Sales per 
Store

Grocery.................................................... +  1.1
+  9.1 
+  5.3 
+  4.4 
+  9.9 
+18.1 
+16.8

+  5.6 
+10.9 
+  1.8 
— 0.6

+  4.4 
+  1.6
— 3.3Drug........................................................

Tobacco................................................... — 4.8
Shoe......................................................... +22.3  

+24.6  
— 0.3

+11.3 
+  5.5 
— 14.6

Variety....................................................
Candy......................................................

Total.................................................... +  5.4 +10.8 +  5.2

W h o le sa le  T r a d e

Reflecting a continued heavy demand for industrial 
equipment, machine tool orders increased further in 
September and were nearly 2%  times as large as in 
September 1927. Sales* of wholesale paper dealers in 
this district also increased considerably, as compared 
either with the previous month or a year ago. Although 
there were seasonal increases over August in other lines, 
sales in most cases showed at least slight declines com
pared with a year ago, some of which may be attributed 
to the shorter business month this year.

Stocks of silk goods and drugs remained considerably 
larger than last year, and stocks held by hardware 
dealers continued to be slightly larger; stocks of gro
ceries, cotton goods, and shoes, however, were smaller 
than a year ago. Collections in most lines were some
what slower than in September 1927.

Commodity

Percentage 
Change 

September 1928 
compared with 
August 1928

Percentage 
Change 

September 1928 
compared with 
September 1927

Per cent of 
Accounts 

Outstanding 
August 31 
Collected 

in September

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1927 1928

Men’s clothing............
+  3.3 
— 7.6

+  3.6 — 4.0
— 2.7

— 6.9 75.2
36.2

69.3
35.1

Women’s dresses......... +  8.3 
— 9.4

— 1.8
Women’s coats and suits — 17.5
Cotton goods—Jobbers 
Cotton goods — Com

mission .....................

+  2.2

+18.7  
— 0.4 
— 13.8 
+22.8  
+12.0  
+10.0 
+  3.8 
+27.6  
+10.7  
+27.9

— 4.1 — 10.4

+  3.3
— 0.7 
—24.3
— 0.8
— 9.9 

+149.8
— 2.6

— 6.3 32‘.6 3i *9

Machine tools**..........

— 1.6* 
— 6.2
— 2.5
— 0.5

+14.7* 
—15.3 
+12.1 
+  2.5

44! 3 
34.6 
42.9 
45.0

43 !9
30.3
41.4 
44.0

Stationery.................... 63.4 64.9
Paper........................... +24.2 

— 3.6 
—22.2

55.1 60.0

} +  3.8 }— 0.9 } 23.4 } 23.9

Weighted Average. . +  2.9 +  0.1 49.2 46.9

*Quantity not value. Reported by Silk Association of America.
**ReportedJ>y the National Machine Tool Builders’ Association.
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TER CENT

In d e x  N u m b e r  o f P r o d u c t io n  o f M a n u f a c t u r e s  
a n d  M in e r a l s ,  A d ju s t e d  fo r  S e a s o n a l  

V a r ia t io n s  ( 1 9 2 3 - 2 5  a v e r a g e  m  
1 0 0  p e r  c e n t ) .

PERCENT

W h o le s a le  P r i c e  In d e x  o f U n it e d  S t a t e s  B u r e a u  
o f  L a b o r  S t a t i s t i c s  ( 1 9 2 6  a v e r a g e  =

1 0 0  p e r  c e n t ) .

M e m b e r  B a n k s  in  1 01  L e a d in g  C i t ie s  
( L a t e s t  F ig u r e s  a r e  A v e r a g e s  fo r  3  

W e e k ly  R e p o r t  D a t e s  in  O c t o b e r ) .

BILLIONS of DOLLARS

R e s e r v e  B a n k  C r e d i t :  M o n t h ly  A v e r a g e s  o f  
D a i ly  F ig u r e s  fo r  1 2  F e d e r a l  R e s e r v e  

B a n k s  ( L a t e s t  F ig u r e s  a r e  A v e r 
a g e s  o f  f i r s t  2 3  d a y s  o f  O c t o b e r ) .

(Summarized by the Federal Reserve Board)

VOLUME of production and distribution of commodities increased season
ally in September and was larger than a year ago. There was a further 

advance in the general price level. Loans of member banks in leading cities 
increased in September and October in response to the seasonal demand for 
commercial credit.

P roduction

Industrial production increased further in September, and the output 
of manufactures was in larger volume than in any previous month. Factory 
employment and payrolls also increased. Production of iron and steel and of 
automobiles was unusually large during September and October, although 
there has recently been some curtailment of operations in these industries. 
There were also increases in September in the activity of the textile, meat
packing, and tire industries, and in the output of coal, petroleum, and copper, 
while lumber production showed a decline.

Building contracts awarded, after declining in volume for three months, 
increased considerably in September and exceeded all previous records for that 
month. The increase was due chiefly to certain large contracts for industrial 
plants and subway construction. During the first three weeks of October 
awards exceeded those for the same period last year, the excess being especially 
large in the eastern districts.

Department cf Agriculture estimates of this year’s crop yields indicate 
that the production of all crops in the aggregate will exceed last year’s output 
by about 5 per cent. The corn crop is estimated at 2,903,000,000 bushels, or 
5 per cent above last year’s production. The October 8 estimate indicated a 
cotton crop of 13,993,000 bales, or 446,000 bales less than was forecast on 
September 8, compared with a yield of 12,955,000 in 1927.

T rade

Department store sales increased considerably in September and were 
larger than a year ago, reflecting in part the influence of cooler weather. 
Inventories of department stores at the end of the month were smaller than 
on the same date of last year. Wholesale distribution in all leading lines 
except meats was somewhat smaller than in September 1927. Freight-car 
loadings showed more than a seasonal increase in September and continued 
large in October. Shipments of miscellaneous commodities in recent weeks 
have continued in larger volume than in previous years.

P rices

Wholesale commodity prices increased further in September and the 
Bureau of Labor Statistics index advanced to 100.1 per cent of the 1926 
average. Increases, which were largest in farm products and foods, occurred 
in nearly all groups except hides and leather and textiles, which showed slight 
declines. Since the latter part of September there have been decreases in the 
prices of livestock and meats, grains, wool, and hides, and increases in cotton, 
silk, rubber, and iron and steel.

B a n k  Credit

Demand for bank credit for commercial purposes increased between the 
middle of September and the middle of October reflecting seasonal activity in 
trade and the marketing of crops. There was also a growth in loans to brokers 
and dealers in securities, though total loans on securities of reporting member 
banks showed little change.

During the four weeks ended on October 24, a growth of about $40,000,000 
in the total volume of Eeserve Bank credit in use was due chiefly to continued 
increase in the demand for currency, offset in part by a small inflow of gold 
from abroad. Reserve Bank holdings of acceptances increased by about 
$140,000,000 during the period, while the volume of discounts for member 
banks declined by about $100,000,000. United States security holdings re
mained practically unchanged.

Open market rates on commercial paper and on bank acceptances remained 
unchanged between the middle of September and the latter part of October, 
while rates on security loans declined in October.

Business Conditions in the United States
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MONTHLY REVIEW
of Credit and Business Conditions

____________________________ S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t ____________________________

Federal Eeserve Agent Federal Eeserve Bank, New York December 1,1928

M o n e y  M a r k e t  in  N o v e m b e r
After declining in the three preceding months to com

paratively small proportions, gold movements again be
came a factor of some consequence in the money market 
during November. The November movements were the 
largest since July and resulted in a net loss of 19 million 
dollars. A  total of about 27 million dollars of gold 
was received during the first 21 days o f November, 
which brought the total receipts since the import move
ment began in September to 42 million dollars. Of 
this amount 37%  million came from England and 4%  
million from Argentina.

In the latter part of the month the leading foreign 
exchanges became somewhat firmer and were above the 
levels at which gold shipments to this country would 
yield a profit. Consequently, no further shipments of 
any size to the United States were reported after the 
15th of the month. A  reversal of the gold movement 
occurred after November 21, when the first gold exports 
o f the season to Canada were made, and when a substan
tial amount of gold was earmarked for foreign account. 
These new movements took a total of about 47 million 
dollars from the gold stock of the country, and more 
than offset, in the money market, the gold import move
ment earlier in the month.

As the accompanying diagram shows, the import of 
gold this autumn was small in comparison with the large 
outflow of the past year. Following the renewed outflow 
in the latter part of November, the monetary gold stock 
of this country at the present time is less than 15 million 
dollars larger than at the end of June, and is about 485 
million smaller than at the end of May 1927.

Money rates were slightly easier in November partly 
because of gold imports during the first three weeks of 
the month, and partly because of a somewhat smaller de
mand for additional Reserve Bank credit than is usual at 
this time of year, and further increases in the acceptance 
holdings of the Reserve Banks, due to the large volume 
of bills outstanding and the generally high level of inter
est rates. As a consequence, member banks were enabled 
to repay a part of their borrowings from the Reserve 
Banks, and were in a position to lend a little more 
freely. An increasing proportion of commercial paper 
was sold in the open market at 5 ^  per cent, as compared 
with a prevailing rate o f 5%  per cent in October; ac
ceptance rates remained steady. Yields on short-term 
Government securities declined about y2 per cent, in 
some cases to under 4 per cent in the third week of 
November, but later advanced somewhat. Apparently 
reflecting a continued strong demand for additional 
loans, rates on security loans showed no material change

from  those of October and the tendency at the end of 
the month was toward higher levels. The following 
table compares money rates near the end of November 
with those o f a month previous and a year ago.

Money Rates at New York

Nov. 30, 1927 Oct. 31, 1928 Nov. 28, 1928

Call money............................... *3H-4H *6-8 *6^-9
Time money—90 day.............. 4 K 7 7
Prime commercial paper........ 4 5H 5 H -M
Bills—90 day unindorsed........
Customers’ rates on commer 3H 4H 4 M

cial loans............................. t4.28 t5.47 f5.47
Treasury certificates and notes

Maturing March 15............ 3.10 4.63 4.30
Maturing June 15................ 3.17 4.44 4.20

Federal Reserve Bank of New
York rediscount rate.......... 3M 5 5

Federal Reserve Bank of New 
York buying rate for 90 day
bills....................................... 3K m

* Prevailing rate for preceding week # 
t Average rate of leading banks at middle of month

C h a n g e s  in  M e m b e r  B a n k  Credit 
The strong demand for  security loans continued to be 

the dominant factor in changes in member bank credit.

Monetary Gold Stock of the United States, End of Each Month
since December 1926 (November 1928 estimated).
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BILLIONSo/DOLLARS

L o a n s  to  B r o k e r s  a n d  D e a le r s  In  S e c u r i t ie s  P la c e d  b y  N e w  Y o r k  
C i t y  B a n k s  fo r  O w n  A c c o u n t ,  fo r  o u t -o f - t o w n  C o r r e 

s p o n d e n t  B a n k s ,  a n d  fo r  O t h e r s .

Loans to brokers and dealers in securities made by New 
York City banks for their own account increased further 
during the past month, and on November 21 were 300 
million dollars larger than in the latter part of August, 
but remained slightly below the highest point of last 
May. The total loans and investments of these banks 
have also remained somewhat below the May levels, as 
their investments have been reduced about 100 million 
dollars since that month, and loans other than those 
secured by stocks and bonds have shown practically no 
net change.

Outside of New York the tendency appears to have 
been similar. Loans to brokers and dealers in securities 
placed by New York banks for out-of-town correspondent 
banks increased approximately 200 million dollars from 
the latter part of August to November 21 and are larger 
than in May. This figure includes, however, not only 
loans for account of both member and non-member out- 
of-town banks, but also loans placed by those banks for 
the account of their customers. The total loans and 
investments o f reporting member banks in principal 
cities other than New York showed no such liquidation 
during the summer as did New York member banks and 
the subsequent expansion has carried them to new high 
levels.

As the accompanying diagram shows, funds from 
sources other than the New York banks and their cor
respondent banks have continued to play an important 
part in the financing of the security markets and are now 
larger than ever before. These loans have considerably 
more than doubled during the past year and are now 
over three-fourths as large as the combined loans made 
by New York banks for their own account and for out-of- 
town banks.

B i l l  M a r k e t

Although the supply of new bills during November 
was considerably less than the unusually large volume 
created in October, offerings to the market nevertheless 
continued rather heavy, as is usual at this season of the 
year. Reflecting the smaller increase in the supply than 
in October, offerings o f bills to the Reserve Banks also 
were smaller, and the bill holdings of the System in
creased only 44 million up to November 21, as against

an increase of 156 million during October. Demand for 
bills, principally by foreign investors, was rather well 
sustained, and dealers’ portfolios at the end of Novem
ber were smaller than a month earlier. Open market 
rates for bills were unchanged; the offered rate on the 
90-day maturity has been steady at 4y2 per cent for the 
past three months.

C o m m e r c i a l  P a p e r  M a r k e t

The bank investment demand for commercial paper 
was reported active throughout November. Open mar
ket rates for prime names eased slightly, and the selling 
range became 5^4-5y2 per cent, the lowest level since 
mid-August. There continued to be a dearth o f new 
paper coming into dealers’ portfolios from commercial 
and industrial concerns, A t the end of October, the 
amount of commercial paper outstanding through 24 
leading dealers was down to $427,000,000, or 30 per cent 
less than the outstandings a year ago. The decline from 
the end of September to the end of October was less than
1 per cent, however; this is the smallest month-to-month 
decrease since April, when a small increase occurred.

C e n tra l B a n k  R a t e  C h a n g e s

Following a one-half per cent rise on August 7, the 
Bank of Finland raised its discount rate on November 
15, again by one-half per cent, to 7 per cent. Recent 
economic trends which might have led to this decision 
are: an adverse trade balance, a considerable expansion 
of central and commercial bank credit, and a contraction 
o f more than 50 per cent in the volume of the Bank’s 
foreign assets.

On the same day a rise in the discount rate of the Im
perial Bank of India from 5 to 6 per cent became 
effective. Last year this bank raised its rate from 5 to
6 per cent on December 8 and again to 7 per cent on 
December 22. Such changes are attributable to the 
seasonal movement of Indian exports, which commonly 
bring about an extension of credit through the winter 
period.

F o re ig n  E x c h a n g e

The foreign exchanges in the latter part of November 
appear to reflect some relaxation in the autumn demand 
for payments to America as well as slightly lower money 
rates in New York. Probably as a result of these in
fluences a number of exchanges were perceptibly firmer 
here during the second half o f the month. Chief atten
tion was again concentrated upon sterling, not because 
of any radical movement, but because of the suscepti
bility of London to gold withdrawals. Fairly consistent 
weakness in the first two weeks brought the pound 
sterling down to the season’s low level at $4.84% on the 
14th and permitted an inflow of gold from England in 
November amounting to $25,000,000. Reacting upward, 
sterling crossed $4.85 on the 22nd and reached $4.85^  
on the 27th, making gold shipments unprofitable.

In the last days of the month the reichsmark moved 
upward to $0.2384, or two points above par. The Dutch 
guilder, quoted at $0.4010 on the 5th, firmed to $0.4018 
on the 28th. The fluctuations of the Spanish peseta, 
which moved through a range of thirty points in 
October, were very slight in November, this exchange
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British, German, Dutch, and Canadian Exchanges at New York in the Autumn of 1928, Compared with 1926 and 1927.

holding steadily at $0.1612 during the second half of the 
month. Slight gains were made by the Swiss and Nor
wegian exchanges, and various European currencies 
were reported in steady demand in the last week of 
the month.

Canadian exchange rose to a premium on Novem
ber 19 for the first time since September, the usual 
seasonal appreciation of this exchange having hitherto 
been adversely affected by the attraction of New York 
money rates. However, exports of Canadian grain are 
reported to have been very heavy recently and probably 
account for the sudden shift in the Canadian rate from 
a discount to a premium. The Argentine peso continued 
its upward trend, rising eleven points in the month to 
$0.9586. It is now above the gold export point for 
New York.

The Japanese yen slipped back from a high of $0.4670 
on November 1 to $0.4587 on the 28th, or approximately 
its position in mid-October.

Country
Cable Rates

November 30, 1927 October 31, 1928 November 28, 192$

Austria............................. $ .1410 $ .1406 $ .1406
Belgium........................... .1397 .1390 .1390
England........................... 4 .8779 4.8485 4.8517
France.............................. .0393 .0391 .0391
Germany......................... .2388 .2382 .2384
Italy .................................. .0543 .0524 .0524
Netherlands................... .4040 .4010 .4018
Norway............................ .2658 .2665 .2666
Switzerland.................... .1928 .1924 .1927
Canada............................ 1 .0009 .9996 1.0015
Argentina........................ .9718 .9574 .9583
Brazil................................ .1192 .1196 .1194
India................................. .3656 .3649 .3640
Japan................................ .4577 .4656 .4587
Hong Kong, dollar. . . 
Shanghai, tael...............

.5011

.6386
.5005
.6416

.4999

.6405

G o l d  M o v e m e n t

A  substantial gold import movement during the first 
three weeks of November wTas followed by a reversal of 
the movement in the latter part of the month, and the net 
result of imports, exports, and earmarkings during the 
first 28 days of November shows a loss of gold to this 
country amounting, according to preliminary calcula
tions, to $19,000,000. As reported above, the weakening 
of sterling made it profitable for American buyers to 
import approximately $25,000,000 from London. The 
last of these purchases was made in London on Novem
ber 13. A  shipment of $2,500,000 received from the

Argentine closed the movement from that country. With  
the rather abrupt rise of Canadian exchange on the 19th, 
an efflux of gold began which took $22,000,000 to Canada 
between November 21 and 28. A  new earmarking move
ment also developed in the latter part of the month, 
which caused a net increase of $25,000,000 in the amount 
of gold held under earmark for foreign account.

F o r e i g n  T r a d e

Exports of merchandise in October, valued at 
$555,000,000, were the largest for any month since Janu
ary 1921. A ll groups of exports were seasonally larger 
than in September, and all, except crude foodstuffs, 
showed considerable gains over a year ago. The largest 
increase over September occurred in the autumn exports 
of crude materials, chiefly raw cotton; the largest in
crease over last year was in exports of finished manu
factures, especially automobiles. Grain shipments abroad 
were larger than in recent months, but remained smaller 
than last year, due no doubt partly to heavy grain 
production this year in Canada, and also in Europe.

Imports, valued at $357,000,000, showed more than 
the usual seasonal increase over September but remained 
practically the same as in October 1927. Compared with 
September there were increases in all groups of imports, 
the largest of which was an increase of about 19 per cent 
in finished manufactures. Increases over last year in 
the value of imports of manufactured goods and semi
manufactures were offset by declines in imports of 
crude materials and foodstuffs. The quantity of crude 
rubber imported during October was somewhat smaller 
than in September, but was substantially larger than in 
October 1927; however, the increase in quantity con
tinued to be more than offset by the lower level of 
rubber prices. Raw silk imports were slightly larger in 
volume than in September but were somewhat smaller 
than in October 1927; silk prices were higher than in 
either the previous month or a year ago.

S e c u r i t y  M a r k e t s

The stock market was strong during most of Novem
ber, and sales were much larger than in any previous 
month. On several days the volume exceeded 6 million 
shares, and on most full trading sessions after Election
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Average Yield on 33 Dividend Paying Industrial Common Stocks 
Compared with Yield on 15 High Grade Industrial Bonds.

(Source: Standard Statistics Co.)

Day the turnover was above 5 million shares. Prac
tically all groups of stocks showed some net gain for the 
month, and in a number of individual issues the advances 
were very large. Representative averages of industrial 
stocks advanced 18 points or more to new high levels, 
public utilities stocks advanced substantially above the 
previous high levels of May, and railroad stocks, which 
had shown little movement in recent months, advanced 
to higher levels than ever before.

As the accompanying diagram indicates, the recent 
advances in industrial common stocks have reduced the 
average yield on these shares to the lowest level in many 
years. Meanwhile, yields on industrial bonds have ad
vanced somewhat in recent months; so that stock yields are 
now considerably below the yields on high grade bonds. 
On only two occasions since the beginning of the war has 
such a situation prevailed— in late 1925 and early 1926, 
and again early this year— and in these instances stock 
yields remained below bond yields for only a short 
period.

The trend of domestic corporation bond prices con
tinued slightly upward during the first part of Novem
ber, but subsequently prices receded a little and by the 
end of the month were at levels little different from those 
at the end of October. For the month as a whole, 
average prices fluctuated at levels about l 1/^ points above 
the extreme August low and about 2 %  points below the 
January high levels of the year. Price movements of 
foreign bonds were relatively small. There was a further 
advance in long-term United States Government issues, 
and current prices averaged about 1 %  points above the 
mid-summer low levels.

N e w  F i n a n c i n g

Final figures on security flotations during October 
showed a decline of more than 20 per cent compared 
with a year ago. H alf of the decline, however, was due 
to a much smaller volume of refunding issues than in 
October 1927, and a considerable part of the remainder 
was due to a reduction in offerings of foreign securities 
in this market. As the accompanying diagram indicates, 
the amount of new capital obtained by domestic corpora
tions in October was larger than last year, and in most

DECEMBER 1, 1928
jyilLllONSo/UOLl ARS

New Security Issues in 1928 Compared with 1927; Domestic 
Corporation Issues, and State, Municipal, and Farm Loan 

Issues (Refunding Issues Excluded).
(Source: Commercial & Financial Chronicle)

of the recent months has compared favorably with a 
year ago.

While firmer money conditions have made the sale 
of bonds more difficult, the strength in stocks has been 
favorable to the sale of new stock issues, and an in
crease in this method of financing has more than offset 
the decline in bonds. Offerings of State, municipal, and 
farm loan bonds in the period from April to October 
have been in somewhat smaller volume than a year ago, 
and foreign financing during the past four months has 
been much curtailed.

The total of new securities offered publicly in Novem
ber appears to have been in about the same volume as 
a year ago. The number and relative importance of 
stock issues increased further during the month— in 
one week of the period stock offerings exceeded the 
amount of new bonds offered. Due principally to 
$55,000,000 of New York City issues, the total volume 
of State, municipal, and farm loan issues was larger 
than a year ago, for the first time in some months. 
The New York City issues of corporate stock and bonds 
were sold at an interest cost to the city of 4.2002 per 
cent, the highest rate paid by this city since December 
1921. Offerings of foreign securities were only about 
one-half as large as in November of last year, but present 
indications are that the total amount of security offer
ings by domestic corporations, including refunding is
sues, will prove to have been about the same as a 
year ago.

E m p l o y m e n t  a n d  W a g e s

Factory employment showed a further seasonal in
crease in October. In New York State, employment 
remained slightly smaller than a year ago, but has shown 
a much larger increase from the beginning of the year 
than is usual. In the country as a whole the number of 
factory workers employed was larger than in the preced
ing year for the first time since September 1926. The 
ratio between workers called for and registrations for 
employment at New York State Employment Offices 
showed a seasonal decline in October and November, but 
remained slightly above the level of a year ago.
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Employment in iron and steel mills of New York State 
increased further above the 1927 level, and in the ma
chinery and electrical equipment industry exceeded that 
of a year ago for the first time in many months. In the 
textile industries, employment in the woolen and worsted 
and silk mills has increased above the levels of either 
1926 or 1927, but employment in the cotton and knit 
goods mills remains well below the levels of the past two 
years. There has been a seasonal decline in employment 
in building material industries since September, and the 
usual seasonal curtailment has occurred in out-of-door 
activities.

B u s i n e s s  P r o f i t s

Third quarter net earnings of 210 industrial and 
mercantile concerns showed an increase of 36%  per 
cent over the corresponding quarter of last year, which, 
however, was a period in which corporation earnings 
had shown some decline from those of the previous year. 
These tabulations frequently exaggerate the increase in 
corporation profits, due to the fact that statements that 
are issued early tend to include a large proportion of 
reports which make favorable showings. However, it is 
noteworthy that third quarter earnings of these com
panies showed an increase over second quarter earnings, 
whereas in recent years, earnings have usually shown a 
declining tendency in the third quarter.

The largest percentage increases over last year were 
reported by the motor accessories companies, which 
tripled their profits, and the oil and copper companies, 
the profits of which were more than double those of a 
year ago. Other groups showing substantially larger 
profits were the steel, machine and machine manufactur
ing, automobile, mining and smelting (other than coal), 
and miscellaneous companies. A ll other groups also 
reported at least small increases with the exception of 
the railroad equipment, coal, and amusement companies.

Net profits of these 210 companies for the first nine 
months of this year have been 18 per cent larger than in 
the corresponding period of 1927, and about 11 per cent 
larger than in 1926. Telephone and other public utility 
companies continued to report net earnings around 10 
per cent larger than a year ago, both for the third 
quarter and for the completed nine months. Net operat
ing income of the principal railroads increased in the 
third quarter to a larger figure than a year ago, but
mWON5qfJX}lUR3 MILLIONS qfDOLlARS

remained somewhat smaller than in 1926. The accom
panying diagram compares the course of industrial, 
public utility, and railroad earnings during the past 
three years.

(Net profits in millions of dollars)

Corporation Groups Number

Third
Quarter NinefMoaths

1927 1928 1926 1927 1928
11 81 101 218 248 300

Motor accessories.............................. 15 4 11 25 18 28
Oil......................................................... 24 21 43 129 61 77

14 33 49 143 119 130
Railroad equipment..........................
Food and food products..................

5
25

4
36

3
38

16
9S

13
103

9
109

5 3 3 6 8 7
Machine and machine mfg.............. 16 7 10 27 23 27

9 15 17 33 39 43
Building supplies............................... 13 7 9 21 20 21

7 6 6 14 IS 17
7 2 2 6 7 4
5 6 14 19 19 33

Other mining and smelting............. 12 5 8 20 13 22
Miscellaneous..................................... 42 52 66 130 141 179

Total 15 groups............................. 210 282 380 905 852 1,006
87 55 r 61* ^155 " 173 189*

Other public utilities........................ 95 170 1188 % 515 561 618

Total public utilities.....................

Class I railroads................................

182
185

225
337

249*
358

670
891

734
810

807*
820

* Partly estimated

B u i l d i n g

Awards of building and engineering contracts in the 
New York and Northern New Jersey district continued 
to increase in October; the total for the month was 21 
per cent larger than for September and 12 per cent 
larger than for October 1927, according to the F . W . 
Dodge Corporation report. The increases over a month 
earlier and a year ago were due almost entirely to larger 
contracts for public works and utilities, which included 
a $43,000,000 water supply project and an $8,000,000 
subway contract in New York City. Contracts for com
mercial buildings also showed an increase over the pre
vious month and a year ago, but residential contracts, 
while in slightly larger volume than in September, were
18 per cent smaller than a year ago.

During the first ten months of this year the total vol
ume of building contracts awarded in the 37 reporting 
states has been 7 per cent larger than a year ago. Dur
ing the first three weeks of November, however, a reduc-

Quarterly Profits of 105 Industrial Corporations, and 182 Public Utility Corporations, and Net Operating* Income of 185 Class I
Railroads in 1928 Compared with 1926 and 1927.
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tion in the daily average of contracts, as compared with 
the corresponding period of 1927, indicated a consider
ably lower level of building operations.

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

Domestic retail trade increased less than usual in 
October following the large volume of September, but 
foreign trade increased more than usual. Average daily 
car loadings of merchandise and miscellaneous freight 
declined slightly; loadings of bulk freight showed about 
the usual seasonal increase.

An extremely large volume of financial activity is 
reflected in the establishment of a new high record for 
sales of stocks on the New York Stock Exchange, and a 
new high record for October for bank debits in New 
York City. The velocity of bank deposits also was very 
high.

This bank’s indexes of business activity, in which 
allowance has been made for year-to-year growth, for 
the usual seasonal variations, and where necessary for 
price changes, are shown below.
f(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1927

Oct. Aug.

1928

Sept. Oct.

Primary Distribution
Car loadings, merchandise and misc........ 103 102 104 103
Car loadings, other.......................................... 92 93 97 97
Exports................................................................. 97 100 94 105p
Imports................................................................. 114 110 102 109p
Panama Canal traffic..................................... 101 89 85
Wholesale trade................................................ 93 101 95

Distribution to Consumer
Department store sales, 2nd D is t .r ......... 94r 93r 106r 94
Chain grocery sales.......................................... 105 103 104 101
Other chain store sales................................... 108 97 109 101
Mail order sales................................................. 102 137 132 115p
Life insurance paid forr.................................. lOlr 94r lOlr 98
Advertising.......................................................... 100 97 96 95

General Business Activity
Bank debits, outside of New York City. 106 104 111 106
Bank debits, New York C ity ..................... 136 149 165 164
Velocity of bank deposits, outside of New

York C ity........................................................ 110 113 120 117
Velocity of bank deposits, New York City 144 166 190 188
Shares sold, on N. Y . Stock Exchange.. . 204 293 398 389
Postal receipts................................................... 90 90 84 88
Electric power................................................... 104 109r 107
Employment in the United States............ 98 99 98 98
Business failures............................................... 102 115 104 115
Building contracts, 36 states....................... 139 110 142 136
New corporations formed in N. Y . State 112 108 100 126

General price level........................................... 173 176 178 177
Composite index of wages............................ 222 223 224 224
Cost of living...................................................... 169 172 173 172
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P r o d u c t i o n

Productive activity continued in October at a high 
level. Output of passenger automobiles and trucks 
declined about 4 per cent from September, but was 
82 per cent above the level of a year ago. Steel ingot 
production established a new high record, and pig iron 
production was the largest for any October excepting the 
war years of 1916 and 1918. Production of coal and of 
coke increased more than usual, and copper established 
a new post-war high record. Mill consumption of silk 
declined from the high level of September, but woolen 
mill activity and consumption of cotton increased 
sharply; cotton consumption was larger than a year 
ago for the first time since last November, and wool 
activity was the highest since December 1926.

In November, productive activity was generally at a 
lower level, but the decline appears to have been no 
larger than is usual for that month.

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1927 1928

Oct. Aug. Sept. Oct.

Producers1 Goods
Pig iron................................................................. 92 105 105 110
Steel ingots................................................. 84 114 119 118
Cotton consumption........................................ 105 94 90 104
Woolen mill activity*..................................... 97 81 87 98p

109Silk consumption*............................................ 112 117 118
Petroleum............................................................ 117 110 110 109p

88Bituminous coal................................................ 82 79 83r
Coke....................................................................... 95 100 101 106
Lumber................................................................. 95 88r 78 81p

121Copper, U. S. mines........................................ 99 109 114
Lead........................................................................ 98 98 105r 99
Zinc........................................................................ 104 104 102 101
Tin deliveries...................................................... 96 114 105 101
Leather, sole....................................................... 103 120 111 116
Cement................................................................. 125 134 132 123
Paper, total......................................................... 98 105r 100
Wood pulp........................................................... 94 107 99

Consumers' Goods 
Hogs slaughtered.............................................. 85 90 92 105
Cattle slaughtered............................................ 91 91 88 81
Sheep slaughtered............................................ 102 108 108 119
Calves slaughtered........................................... 88 80 75 81
Farm produce shipped................................... 94 102 89 99
Wheat flour......................................................... 91 95 85 95
Sugar meltings, U. S. ports.......................... 111 95 115 124
Gasoline................................................................ 100 104 106
Anthracite coal.................................................. 101 90 90 i i s
Newsprint............................................................ 87 88 83 91
Printing activity............................................... 103 108r 108
Tobacco products............................................. 102 116 105 i i3
Boots and shoes................................................. 100 119r 102 102p

141p
124

Tires....................................................................... 98 125 134
Automobile, passenger.................................... 69 155 145
Automobile, truck............................................ 95 131 133r 138

* Seasonal variation not allowed for p Preliminary r Revised
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Production of Steel, Passenger Automobiles, and Petroleum, and Mill Consumption of Cotton in 1928 Compared with 1926 and 1927.
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October reports on wholesale trade in this district 
showed a larger average increase over a year previous 
than in any other month in the past three years. One 
more selling day than in October 1927 accounted for a 
minor part of the increase. Substantial increases in the 
clothing trades, which have reported smaller sales than 
a year ago in most of the recent months, were an im
portant factor, and more active trade was reported also 
in a number of other lines.

Commission house sales of cotton goods showed the 
largest increase over a year previous in more than a 
year, and jobbers’ sales showed a small increase. The 
grocery, drug, stationery, and diamond trades reported 
larger sales than a year ago, following decreases * in 
September, and the shoe, hardware, and jewelry trades 
showed smaller decreases than in September. Machine 
tool sales continued in more than double the volume of 
a year ago.

W h o le s a le  T r a d e

Commodity

Percentage 
Change 

October 1928 
compared with 
September 1928

Percentage 
Change 

October 1928 
compared with 
October 1927

Per cent of 
Accounts 

Outstanding 
September 30, 

Collected 
in October

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1927 1928

Groceries........................ + 1 8 .4  
—  9 .7

+ 18 .4 +  6 .7 +  3 .4 77.7 78.5
Men’s clothing.............. + 2 2 .2  

+ 4 7 .0  
+  2 .8  
+  1.9

+ 1 3 ,0  
—  4 .2

34.8 38.1
Women’s dresses.. . . . .
Women’s coats and suits 
Cotton goods— Jobbers 
Cotton goods —  Com

mission .......................

—  8 .7  
+ 2 3 .6  
+  6 .6

—  3.4

— 6.i —  5.6 32.2 35’.6

Silk goods....................... —  7.3 +  5*.4* 
+  0 .8  
—  7 .5

+17'.6* 
— 16.8

49.0 46.2
Shoes............................... —  9 .2 —  0 .5 49.0 48.9
Drugs.............................. + 25 .3  

+ 14 .5  
+  7.1 
+ 22 .1  
+ 18 .3  
+ 1 9 .5  
+ 4 5 .5

+  4.1 
—  2 .7

+ 1 7 .0  
+  4 .6

46.9 44.8
Hardware....................... +  1-4 48.0 48.8
Machine tools**........... +113 .0  

+  8 .8  
+  6.9  
+ 1 3 .7  
—  4.1

Stationery...................... 69.3 68 ’.i
Paper.............................. 68.1 

1 22.1
63.1 

} 23.4Diamonds....................... } +  4 .4 } +  2 .4Jewelry............................

Weighted Average.. . +  7 .2 + 1 5 .0 52.4 53.1

* Quantity not value. Reported by Silk Association of America. 
** Reported by the National Machine Tool Builders’ Association.

C h a i n  S t o r e  S a l e s

Chain grocery systems in this district reported sub
stantial increases over October 1927 in total sales and 
in average sales per store. Ten cent, tobacco, shoe, and 
variety chains all showed smaller increases in total sales 
in October than in September, however, and after allow
ance for the larger number of stores operated, all types 
other than grocery chains showed smaller sales per store 
than a year ago.

Percentage Change October 1928 
compared with October 1927

Type of Store Number of 
Stores

Total
Sales

Sales per 
Store

Grocery........................................................ +  0 .3  
+  9 .4  
+  7 .9  
+  5 .0  
+  9 .1  
+ 1 8 .0  
+ 1 6 .0

+ 1 3 .8 + 1 3 .4  
—  3.6Ten cent...................................................... +  5 .4  

+  2 .6  
—  3 .3

Drug............................................................. —  5 .0
T obacco....................................................... —  8 .0
Shoe.............................................................. +  4 .2  

+ 1 5 .8  
+  1.9

—  4 .5
Variety......................................................... —  1.8
Candy........................................................... — 12.2

T otal......................................................... +  5.3 +  8 .3 +  2 .9

D e p a r t m e n t  S t o r e  T r a d e

Total sales of reporting department stores in this 
district were more than 4 per cent larger in October 
than a year ago, about the same increase as in September. 
However, the average daily rate of sales was only 
slightly larger than last year in October, as compared 
with an increase of about 9 per cent in September. 
Newark stores reported a substantially higher daily rate 
of sales than in October 1927, but most of the other 
localities in the district showed little if any increase. 
Apparel stores continued to report much larger sales 
than a year previous.

Stocks of merchandise showed a moderate increase 
during the month in preparation for the holiday trade, 
but were no larger at the end of October than a year 
previous. Consequently, the rate of stock turnover re
mained slightly larger than a year ago. Collections 
against charge accounts were at about the same rate as 
in October 1927.

Locality

Percentage 
Change 

October 1928 
compared with 
October 1927

Per cent of 
Accounts 

Outstanding 
September 30 
Collected in 

October

Net
Sales

Stock 
on hand 
end of 
month 1927 1928

New Y ork ........................................................... +  4 .4  
—  1.0 
+  1.7 
+  5 .3  
+ 1 2 .9  
+  2 .2  
—  0 .8  
+ 1 5 .3
—  9 .3  
+  3 .3
—  4 .7
—  1.3 
+  1.4

+  1.3
—  3 .0
—  2.1 
+  2 .4  
+  0 .8  
— 11.3 
— 10.6

53.4
43.0
44.0

46.6 

38 ‘.7

53.7
44.4 
47.1

46.3

40.5

Buffalo................................................................
Rochester...........................................................
Syracuse..............................................................
Newark................................................................
Bridgeport..........................................................
Elsewhere................... ........................................

Northern New York State.........................
Central New York State............................
Southern New York State..........................
Hudson River Valley D istrict...................
Capital District............................................
Westchester District....................................

All department stores...................................... +  4 .8 —  0 .2 49.6 49.9

Apparel stores................................................... + 1 4 .2 +  2 .0 48.8 48.3

Substantial increases compared with October 1927 
. were reported in sales of musical instruments and radio 

receivers, shoes— especially women’s— furniture and 
home furnishings, and women’s apparel, and there were 
moderate increases in various other departments.

Net Sales 
Percentage*Change 

October 1928 
compared with 
October 1927

Stock on Hand 
Percentage Change 
October 31, 1928 

compared with 
October 31, 1927

Musical instruments and radio............... + 6 9 .4 — 36.7
+ 1 6 .4 + 1 8 .2

Home furnishings........................................ + 1 2 .6 +  9 .8
Books and stationery................................. + 11 .9 +  6 .7

+ 1 0 .8 —  4.1
Women’s ready-to-wear accessories........ +  9 .8 +  1.6

+  9 .3 +  4 .6
Luggage and other leather goods............ +  7 .7 —  5.6
Women’s and Misses’ ready-to-wear.. . . +  7 .6 +  3 .8
Cotton goods................................................ +  7 .6 —  2.8
Men’s furnishings........................................ +  7 .5 —  6.8
Toilet articles and drugs........................... +  6 .9 + 13 .6
Linens and handkerchiefs.......................... +  6 .7 —  0.9
Toys and sporting goods........................... +  3.9 +  9.9
Silverware and jewelry.............................. +  0 .8 —  9.1
Men’s and Boys’ wear............................... —  2 .6 +  7.1
Woolen goods............................................... —  5.9 — 10.3
Silks and velvets......................................... —  7 .5 —  6 .0
Miscellaneous............................................... +  7 .9 —  6.4
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PERCENT

Index N um bers .of Production of M anufactures 
and M inerals, Adjusted for Seasonal Varia

tions (1 9 2 3 -2 5  average =  100 per cen t).

PERCENT

W holesale Price Index of United States Bureau  
o f Labor Statistics (1 9 2 6  average =

100 per cen t).

M onthly Averages of W eek ly  Figures for 
M em ber Banks in 101 Leading Cities 

(L atest Figures are Averages for 3  
W eek ly Report Dates in N ovem ber).

B 1LL10 N 5  o f D O LLA R S

R eserve Bank Credit: M onthly Averages of 
D aily Figures for 12 Federal Reserve Banks 

(L atest Figures are Averages of first 
2 3  days of N ovem ber).

Business C onditions in the U nited States
(Summarized by the Federal Reserve Board)

TNDUSTRY continued active in October and the distribution of commodities
*  was in large volume. Wholesale commodity prices declined sharply owing 
chiefly to decreases in the prices of farm products. Member bank credit in 
use increased in October and November, while Reserve Bank credit outstanding 
showed little change. Conditions in the money market were somewhat easier.

P roduction

Industrial production continued in October at the high level o f September 
and considerably above the level of a year ago. Output of minerals increased 
over September, while the production of manufactures declined slightly. Fac
tory employment and payrolls increased to the highest level since early in 
1927. The production of pig iron was particularly large in October and the 
first half o f November, and the output o f steel continued in record volume. 
Automobile production declined considerably in October after exceptional 
activity in September, and showed further reduction in November, as is usual 
at this season. Activity increased in October in meat-packing and in the 
textile industries, with the exception of silk. Copper mining and smelting 
continued at a high level, and the output of coal and petroleum increased by 
more than the usual seasonal amount, while the production of zinc declined. 
There was also a decline in the output o f lumber and building materials.

Building contracts awarded continued to increase in October and were 
larger than in that month of any previous year, but declined sharply during 
the first two weeks of November. The increase in October was due principally 
to large contracts for engineering and industrial projects.

The November cotton crop estimate of the Department o f Agriculture 
was slightly larger than the October estimate and indicated a yield of 
14,133,000 bales, 1,178,000 more than the production of 1927. Ginnings o f the 
current crop prior to November 14 totaled 11,320,302 bales, compared with 
10,894,912 in the similar period of a year ago. Indicated yields of wheat, 
corn, oats, potatoes, and tobacco were larger than the 1927 crops, while esti
mates of hay, rye, and flaxseed were smaller.

T rade

Department store sales in October were in about the same volume as in 
the same period in the preceding year, but showed somewhat less than the 
seasonal increase from the high level of September. Inventories of these 
stores increased during the month, but continued smaller than a year ago. 
The volume of distribution at wholesale was larger than in September and 
showed a substantial gain over October 1927. Freight car loadings continued 
larger in October and November than a year ago, reflecting chiefly large load
ings of miscellaneous freight.

P rices

Wholesale commodity prices declined in October after a continuous in
crease for three months, and the Bureau of Labor Statistics index for October, 
at 97.8 per cent of the 1926 average, was over 2 per cent below that for 
September. This decline reflected chiefly large decreases in prices of farm 
and food products and hides and leather. Prices of industrial commodities 
increased slightly, with small gains recorded in metals, building materials, and 
chemicals and drugs. The principal increases occurred in prices of iron and 
steel, copper, and raw silk. During the first three weeks of November prices 
of cotton, pig iron, copper, and petroleum increased, and prices of most farm 
and food products, except corn, pork, and sugar, recovered somewhat after the 
October decline.

B a n k  Credit

Between October 24 and November 21 there was a considerable increase 
in loans and investments of member banks in leading cities, but at the end 
of this period the total was still below the large volume outstanding* at the 
middle of the year. Loans chiefly for commercial purposes remained at a 
high level during the period and loans on securities showed further growth, 
reflecting a marked increase in the volume of loans to brokers and dealers in 
securities. Investments showed further decline.

During the four weeks ended November 21 there was little change in the 
volume of Reserve Bank credit in use. Reserve Bank holdings of acceptances 
increased further and discounts for member banks declined.

During the last week of October and the first three weeks of Novembe 
conditions in the money market were somewhat easier; the rate on four t 
six months commercial paper declined from a level o f 5 l/2 per cent to a rangt 
o f from 5%  to 5% per cent, and rates on call and time loans in the open 
market also declined slightly.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

December 1, 1928



MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York January 1,1929

M o n e y  M a r k e t  i n  D e c e m b e r

The call money market in December was unstable to 
an unusual degree, due to wide fluctuations in the de
mand for loans, together with a limited supply of funds. 
The advance in the call loan rate to 12 per cent early in 
the month reflected a rapid increase in the demand for 
brokers’ loans with no ready source of additional funds. 
New York City banks were heavily in debt at the Reserve 
Bank and were not in a position to make additional loans, 
and it was not until drastic advances in the rate had 
been made that a volume of funds sufficient to meet the 
demand was attracted from other sources.

The decline to 6 per cent which followed within a few 
days was partly the result of a rapid liquidation of 
about 200 million dollars of brokers’ loans, which re
lieved somewhat the tension in the money market. Addi
tional factors in the easier money condition around the 
middle of the month were a return flow of gold from 
Canada, a moderate inflow of funds from «+her districts 
such as occurs frequently ir ‘ek of the
month, and the temporary excess of Government re
demptions of maturing securities and interest payments 
over income tax and other collections.

BILLIONS o f  DOLLARS

Amount of Currency in Circulation in the United States (W eekly 
averages of daily figures computed by the Federal Reserve Board).

Subsequently there was a steady drain on the com
mercial banks, due in part to Treasury collections of 
taxes and withdrawals from depositaries, and in part to 
the usual heavy withdrawals of currency from the banks 
which mark the culmination of the Christmas trade. 
The loss of reserves sustained by the banks in these ways 
caused a rapid increase in their dependence upon the 
Reserve Banks, and although the demand for loans re
mained smaller than in the first week of the month, call 
loan rates again advanced substantially.

C u r r e n c y  a n d  R e s e r v e  B a n k  C r e d it  
The accompanying diagrams indicate the rapid in

crease in recent weeks in the amount of currency in 
circulation, and the correspondingly large increase in 
the demand for Reserve Bank credit to enable member 
banks to maintain their reserves at the required levels. 
The additional amount of currency drawn into circula
tion during recent weeks has been larger than usual, and 
the total amount in circulation has risen closer to the 
level of a year previous than in more than a year. The 
amount of Reserve Bank credit in use has shown an 
increase somewhat smaller than in 1927, when a con
siderable amount was required to offset the rapid out

Total Bills and Securities of all Federal Reserve Banks in 1928,Compared with 1926 and 1927.
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flow of gold, but at least equal to the usual seasonal 
increase, and has reached the highest level since 1921.

During the next four weeks approximately 300 million 
dollars of currency will in normal course flow back to 
the banks and be redeposited by them with the Reserve 
Banks for credit. In view of the large volume of mem
ber bank borrowing it is expected that the funds derived 
from these re-deposits of currency will be used, not for 
the expansion of loans, but for the repayment of in
debtedness at the Reserve Banks.

M e m b e r  B a n k  C r e d it
The recent tendency toward rapid expansion of mem

ber bank loans continued in the first week of December, 
and on December 5 the total loans and investments of 
weekly reporting banks in this district were more than 
300 million dollars higher than at the middle of No
vember. Nearly all of the increase was in loans to secu
rity brokers. The expansion was checked by a large 
increase in the indebtedness of these banks at the Reserve 
Bank, and during the liquidation of brokers’ loans which 
occurred in the second week of the month, New York City 
banks withdrew more than 200 million dollars of their 
own funds from the call money market. Little change 
occurred subsequently until near the end of the month, 
when year-end withdrawals of funds by out-of-town 
banks and others caused the usual heavy temporary de
mand on the New York banks for credit.

Other loans, which include commercial loans, showed 
some further increase in December, contrary to the usual 
seasonal tendency, and investments showed little net 
change.

T a x  P eriod  O p e r a t io n s
The temporary easing effect on the money market of 

Treasury operations around the December 15 tax date 
was due to large redemptions of maturing securities, 
which caused the largest temporary overdraft with the 
Reserve Banks in recent years. The maturing securities 
amounted to about 570 million dollars of which 335 mil
lion were redeemed in New York on December 15th. 
Those redemptions, together with interest payments, ex
ceeded Treasury collections in this district by about 300 
million dollars.

As a result of these large disbursements, New York 
banks repaid over 150 million of borrowings at the Re
serve Bank from December 13 to 15, inclusive. In 
order to provide temporary employment for surplus 
funds received by banks that were out of debt, the Re
serve Bank sold 70 million of participations in the day- 
to-day certificate of indebtedness issued by the Treasury 
to cover its overdraft with the bank on the 15th, and an 
additional 20 million on the 17th, to these banks. These 
participations were repurchased on the 18th to replace 
funds drawn from the banks through income tax collec
tions. Funds derived from tax collections and with
drawals from Government depositaries were used by the 
Treasury to reduce and eventually eliminate the over-

^ r a ^ ‘ M o n e y  R a t e s
Aside from the wide fluctuations in call loan rates, 

money rates were somewhat firmer in December. Stock 
exchange time money continued to be very scarce and 
showed the largest advance; 90 day loans were placed 
in small amounts at 7 %  per cent after the first week 
of the month, as compared with 7 per cent or under

in November, and 30 day loans were placed at rates as 
high as S1/^ and 8 %  per cent. Commercial rates, how
ever, continued steady. Dealers’ buying rates on bank
ers acceptances were advanced %  per cent, but offering 
rates generally remained the same as in November; 
commercial paper rates were quotably unchanged; and 
rates on commercial loans to customers of large New 
York City banks also were practically the same as in 
November.

Money Rates at New York

Dec. 30, 1927 Nov. 30, 1928 Dec. 27, 1928

*5 -5H *6M-io *7 -12
Time money—90 d ay ................ 7 7 H
Prime commercial paper............ 4 5 M - 5 X 5 X - 5 XBills—90 day unindorsed.......... 3 }4 4 X 4 X
Customers’ rates on commercial

loans.......... .............................. 1-4.38 f5.47 f5.50
Treasury certificates and notes

Maturing March 15................ 3.24 4.20 4.40
Maturing June 15................... 3.25 4.20 4.49

Federal Reserve Bank of New
York rediscount rate.............. 3 y 2 5 5

Federal Reserve Bank of New 
York buying rate for 90 day
bills........................................... 3 M 4M 4M

♦Prevailing rate for preceding week
fAverage rate of leading banks at middle of month

B il l  M a r k e t
The demand for American acceptance credits has re

mained large during the past month. The outstanding 
volume of bills exceeded $1,200,000,000 on November 
30, and the supply continued in large volume through
out December. Investment demand, coming largely from 
foreign banks, also increased substantially, with the re
sult that the bill holdings of the Reserve Banks were 
reduced temporarily from the high level of December 12 
to $453,000,000 on December 19.

Rates that had been current throughout the autumn 
were maintained until about the middle of the month, 
when, in expectation of very firm money conditions over 
the turn of the year, the discount market advanced its 
buying rates generally by Ys per cent, making the rate 
for unendorsed 90-day bills 4%  per cent. Selling rates 
for unendorsed bills up to 90-day maturity continued to 
be quoted at 4 % , although some sales were reported at 
4 %  per cent, and the rate for endorsed bills remained 
firm at 4y2 per cent for maturities up to 90 days. A  
spread of %  per cent between buying and selling rates 
was also established for bills of longer maturity, as 
against a spread of %  per cent prevailing during recent 
months.

C o m m e r c ia l  P a p e r  M a r k e t
Considering the limited amount of new drawings, the 

commercial paper market throughout the country was 
fairly active during the entire month of December. As 
usual, there was a decline in the supply of new paper 
coming into the market in December, due to the desire 
of industrial and commercial concerns to show as little 
indebtedness as possible on year-end statements, and 
there were numerous reports that the investment demand 
during the month was sufficient to absorb a larger vol
ume of the very high grade material than was available. 
In November, the amount of commercial paper outstand
ing through 24 dealers was reduced about 1 per cent 
further to $421,000,000 on the 30th, a figure 30 per cent 
smaller than the outstandings a year ago. The pre
vailing range for prime names remained 51A-51/ 2 per 
cent during December.
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C e n t r a l  B a n k  R a t e  C h a n g e s

Two central banks have reduced their official discount 
rate and two others have raised theirs since the publica
tion of the last issue of this Review. On November 30 
the Bank of Greece lowered its rate from 10 to 9 per 
cent, the higher rate having been in force since June 
1927. The National Bank of Bulgaria also reduced its 
rate from 10 to 9 per cent. In this case the earlier rate 
had been in effect since the end of August 1924.

The Imperial Bank of India raised its rate from 6 to
7 per cent on December 13, following an advance from
5 to 6 per cent on November 15. These advances were 
seasonal and were similar to the changes made in 1927. 
The Bank of Spain increased its official rate on December 
19 from 5 to 5y2 per cent. The earlier rate had been in 
force since March 1923.

G o l d  M o v e m e n t

The outflow of gold to Canada recorded last month 
was reversed as suddenly as it was initiated, and, follow
ing a total export of $22,000,000 in November, $23,000,- 
000 was received from Canada between the 5th and the 
28th of December. Apart from this inflow and a net 
loss of $16,000,000 in additional earmarkings, only small 
transactions were reported. The totals for the month, 
according to a preliminary calculation, are as follows: 
imports $23,400,000; exports $800,000; earmarkings 
$16,000,000; net gain to country $6,600,000.

The following table reviews the gold movements of the 
past year and indicates a loss of $272,000,000 through net 
exports and earmarkings, following the net loss of 
$154,000,000 in 1927.

Gain or Loss of Gold 
_________________________________ (In millions of dollars)_________________________________

Month
Net Exports*(— ) 

or Imports ( + )

Net increase in 
earmarkings (— ) 
or releases from 

earmark ( + )
Net gain 

or loss

1928
January............... —  14 +  6 —  8
February............. —  11 +  3 —  8
March................... —  95 +  36 —  59
April..................... —  91 +  46 —  45
M a y ...................... —  82 —  26 — 108
June...................... —  80 +  30 —  50
July....................... —  64 +  61 —  3
August................. +  1 +  6 +  7
September.......... 0 —  1 —  1
October................ +  13 +  1 +  14
November.......... +  7 —  25 —  18
D ecem ber......... +  23* —  16t +  7J

Total, 12 months — 393 J + 1 2 1 * — 272t

♦Including export of gold previously earmarked ^Preliminary

Foreign Exchange
In the last month of the year, the exchanges are nor

mally subject to an unusual variety of influences. Pay
ments for holiday goods, interest and dividend disburse
ments, the settlement of commercial accounts maturing 
at the year-end, and the window dressing requirements 
of foreign banks, are some of the elements which create 
exceptional activity in the foreign exchange market in 
December. All of these cause a demand for foreign cur
rencies and bring about firmer rates. Meanwhile, this 
stiffening of rates is further aided by the relaxation of 
seasonal pressure as the foreign purchases of American 
grain and cotton decline. For these reasons, the ex
changes were strong in December 1928, just as they were 
at the end of 1927, despite the difference in New York 
money rates last year and this.

Practically every European exchange appreciated as 
against the dollar. Sterling stood well above the gold 
import point, ruling towards the end of the month at 
above $4.85%, a position it had not reached since the 
beginning of last August. The reichsmark held firmly 
above par. Reflecting the end of the seasonal payments 
for American exports to Holland, the guilder continued 
the appreciation begun in early November and rose to 
its parity of $.4020. An upward movement was recorded 
also by the Swedish crown, the improvement of which 
was accompanied in a lesser degree by that of the Danish 
and Norwegian exchanges. The Swiss franc and the 
Belgian belga were among the currencies which showed 
a firmer tone in December. The Spanish peseta bettered 
its position somewhat during the month and crossed 
$.1630.

The Canadian dollar, after rising to a premium in the 
last ten days of November, fell below par on November 
30 and continued irregularly at a progressively lower 
discount through December, ruling at last report at 
9 /32  discount. The Argentine peso weakened to $.9573, 
thus losing the advance made in November. The Japanese 
yen recovered some of the ground lost at the end of the 
previous month, but it was still well below the November 
average of $.4635.

S e c u r i t y  M a r k e t s

Following the strong advance throughout November 
which carried average prices at the close of that month 
to much higher levels than ever before, stock prices 
drifted irregularly lower during the first few days of 
December. On December 6 and the succeeding two days 
there was an unusually sharp decline, which, together 
with the small decline of earlier in the month, cancelled 
a considerable part of the November gains. The indus
trial list, as represented by an average of a large num
ber of shares, dropped 1 0 V2 per cent from Ntovember 30 
to December 8, public utility stocks declined 9 per cent, 
and railroad shares 6 per cent.

Subsequently there was an irregular advance from 
these levels, and toward the end of the month prices had 
generally recovered more than one-half of the losses 
sustained in the early December decline. Trading on 
the Exchange, which had been in 5 and 6 million share 
volume up to the time of the reaction early in December, 
was reduced later in the month to a daily turnover of 
between 2 and 4 million shares.

Domestic corporation bonds continued, at an acceler
ated pace, the downward trend which had been evident 
since the first part of November, and showed an average 
decline for December of about %  of a point. The largest 
average decline was in the prices of domestic railroad 
bonds. Toward the end of December, domestic corporate 
bond prices were less than y2 of a point above the lowest 
level of the year, reached in August. Prices of represent
ative foreign bonds declined about one point during the 
month, and United States Government long-term obli
gations generally showed net losses ranging between %  
of a point and one point.

N e w  F i n a n c i n g

Due principally to a number of large offerings of new 
stock direct to stockholders, the total amount of new 
securities of all kinds floated in November proved to be 
about 24 per cent larger than a year ago, and, after
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excluding securities sold for refunding purposes, the 
issues for new capital purposes only were about 62 per 
cent larger than in November 1927. Domestic corpora
tion offerings of securities for new capital were more 
than double the total of a year ago; the lai^ger part of 
the increase was attributable to the unusually large 
volume of stock issues.

Offerings of foreign new capital issues in November 
were only about three-fifths as large as a year ago. In 
fact, the amount of new foreign financing in this coun
try in four of the past five months has shown a consid
erable reduction from that of a year ago, as the accom
panying diagram indicates. In December, however, sev
eral large issues were offered, and it appears that the 
final total for the month will be larger than that of 
December 1927. The figures used in the diagram repre
sent this bank’s tabulation of foreign loans, which in
cludes security issues of domestic corporations the pro
ceeds of which are to be used abroad, and excludes any 
part of issues offered here which is sold in foreign 
markets.

MILLIONS c f  DOLLARS

TER CENT

1919 to 1928 (1928 figure preliminary).
for the first eleven and, in some cases, ten months 
of the year, estimated figures for the remaining one or 
two months of the year. According to these data, an 
unweighted average of 121 series indicates that the total 
volume of business in 1928 was about 3 per cent larger 
than in 1927, a slightly larger increase than occurred 
in 1927.

The estimated year-to-year growth in the total volume 
of production and trade is depicted in the accompanying 
diagram. Although there are wide fluctuations in indi
vidual industries, it appears from this diagram that a 
composite of a large number of series shows a steady 
increase since the close of the War, except for the sharp 
recession in 1921 and the equally sharp recovery of 1922-
1923, and the moderate decline of 1924.

Manufactures

Per cent Change 
1928 from 1927

Foreign Securities Sold in the United States in 1928, Compared 
with 1927 (Refunding issues excluded).

New security offerings of domestic corporations in 
December continued to include an unusual proportion of 
stock issues, especially in the case of industrial corpora
tion issues. The total of State, municipal, and farm loan 
bond issues, which had been smaller than last year for 
several months, increased to unusually large volume in 
November, and although the amount in December was 
considerably smaller, it compared favorably with offer
ings in December a year ago.

P r o d u c t i o n  a n d  T r a d e  i n  1 9 2 8

A  compilation of all of the principal series of indus
trial and business data indicates that the total volume of 
production and trade for the whole year 1928 will show 
a moderate increase over 1927. This increase reflects 
the high level of productive and trade activity which 
developed especially during the second half of the year, 
and which more than offset the effects of the compara
tively low levels of operations that prevailed in the 
early months of 1928 following the recession in the 
autumn of 1927. Preliminary data of 1928 production 
and trade have been obtained by adding to actual figures

Automobiles, pass. cars.. . . + 3 1
+ 2 4

Automobiles, trucks.......... . + 1 8
Malleable castings.............. • +  7
Silk consumption................ • +  4
Sole leather........................... • +  3
Boots and shoes................... • +  1
Wool mill activity.............. —  5

—  7
Cotton consumption......... — 11
Cottonseed oil, refined. . . . — 27
Locomotives......................... — 48

Group Average................ +  2 .8

Minerals and Metals
Steel sheets............................ . + 1 8
Steel ingots............................ . + 1 5

. + 1 4
• +  7
• +  4
. +  1

Petroleum.............................. . +  1
Anthracite coal.................... —  3
Bituminous coal.................. . —  5

Group Average................ . +  2 .5

Crops
.Peaches, total....................... . + 5 0
Apples, total......................... + 4 9

+ 3 4
+ 2 3

Potatoes, white................... . + 1 5
. + 1 3
• + H

W heat..................................... • +  3
• +  3

Grapes, total......................... • +  1
, —  6

H a y .......................................... — 14
R ye........................................... — 28

Group Average................ +  5 .3

Foods and Tobacco
Hogs slaughtered................ . + 1 3
Cigarettes.............................. . +  9

. +  5

Wheat flour.............
Cigars........................
Butter........................
Sugar meltings. . .  .
Cheese.......................
Cattle slaughtered. 

Group Average. .

Per cent Change 
1928 from 1927

.........  + 5.........  — 1

.........  — 2

..............  —  4

— 11 
—  0 .4

Building Materials and Construction
Building contracts. . ; .........  +  6
Cement............ .........................  +  2
Building permits...................  —  3
Face brick................................  —  3
Lumber.....................................  —  6

Group Average..................  + 0 . 5

Trade
Grocery, chain store sales.. + 1 8
Mail order sales.....................  + 1 5
Other chain store sales. . . .  + 8
Merchandise exports............ + 7
Department store sales.. . .  + 1
Wholesale trade..................... .........0
Merchandise imports........... —  3

Group Average..................  + 4 . 4
Financial

Stock sales, N. Y . Ex..........  + 5 6
New securities........................  + 4
Grain future sales.................  —  2
Cotton future sales..............  —  6
Bond sales................................  — 18

Group Average.................. + 1 0 .1
General

Bank debits, N. Y . C ..........  + 2 6
Electric power........................  + H
B ’k debits, outside N. Y . C. + 8
New corporations, N. Y . S. + 5
Life insurance sales..............  + 4
Carloadings, mdse, and^misc. +  2
Postal receipts........................ .........0
Employment (U. S .) ............ —  2
Carloadings, other................  —  2
Newspaper, advertising.. . .  —  4

Group Average..................  +  5 .5

Average of 121 items...........  +  2.9
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An examination of the accompanying tabulation, in 
which only the more important series are listed, shows 
that nearly all groups of production and trade data 
showed some increase over 1927. The largest increase 
continued to be in financial transactions. While there 
was some irregularity in the various groups, the indi
vidual increases far exceeded the declines.

B u i l d i n g

Building and engineering contract awards, after di
minishing considerably in the first three weeks of Novem
ber, increased sharply in the final week, with the result 
that the total for the month for the 37 states east of the 
Rockies reached a figure slightly larger than for Novem
ber 1927. The F. W . Dodge Corporation report indicated 
that the value of November contracts was 21 per cent 
smaller than the amount in October, but the decline was 
largely seasonal. Public works and utilities projects and 
commercial building operations were in larger volume 
than a year ago, while residential and industrial con
tracts were somewhat smaller.

The total amount of contracts awarded during the first 
eleven months of this year shows an increase of 6 per 
cent over the total for the corresponding period of last 
year. During the first three weeks of December, however, 
the daily average of contracts awarded was about 11 per 
cent smaller than in the corresponding weeks of 1927.

In the Nlew York and Northern New Jersey district. 
November building contracts were 4 per cent larger than 
a year ago, but were 28 per cent smaller than in the pre
ceding month. Contracts for residential building were 
somewhat larger than in November 1927, whereas in 
October they were considerably below the level of a year 
ago. Commercial and educational building work con
tinued above the volume of last year for the third suc
cessive month. On the other hand, public works and 
utilities contracts, which had been in unusually large 
volume, dropped sharply in November and were smaller 
than a year ago for the first time since July. Contracts 
for industrial buildings also were smaller than in No
vember 1927. For the first eleven months of the year, the 
amount of contracts awarded in this district has been
8 per cent larger than the volume of the corresponding 
period of last year.

F o r e i g n  T r a d e

Exports of merchandise, valued at $546,000,000, were 
approximately the same as in October and were the 
largest for November of any year since 1920. Imports, 
valued at $327,000,000, were considerably smaller than 
in the previous month, however, and were the smallest 
for November of any year since 1924. As a result, 
there was in November the largest favorable balance of 
trade for any month since February 1921.

Shipments abroad of raw cotton showed a further 
seasonal increase and were almost half again as large as 
in November of last year. Exports of domestic wheat 
and wheat flour, on the other hand, were about 40 per 
cent smaller than in November 1927, and for the first 
five months of the 1928-1929 crop year have shown a 
decline of similar amount from the corresponding 
period last year. This seems to indicate a continuation 
of the tendencies of recent years; since the war, exports

M U O N S  < f  B U 3 H Z L S  
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Exports of Wheat and Wheat Flour from Principal Exporting 
Countries, Crop Years from 1919 to 1928.

of wheat and wheat flour from the United States have 
tended to diminish, while as a wheat exporting country 
Canada has gained considerably in importance. The 
other principal wheat exporting countries, Australia 
and Argentina, have shown no important change during 
recent years.

V a l u e  o f  C r o p s

On the basis of revised crop estimates and December 1 
farm prices, the Department of Agriculture has esti
mated the value of all important crops this year at 
$8,456,052,000. This represents a decline of only $66,-
511,000, or 0.8 per cent, from the 1927 level, and an 
increase of $662,572,000, or 8.5 per cent, over the 1926 
level.

The value of the corn crop increased about $135,000,- 
000, as prices were slightly higher than a year ago 
despite a moderate increase in the quantity produced. 
On the other hand, there was a decline of $139,000,000 
in the white potato crop, due to lower prices that accom
panied a larger harvest than was gathered last year, 
and a decline of $103,000,000 in the value of the wheat 
crop, which also reflected lower prices, caused by larger 
production in Canada and in Europe, as well as a yield 
considerably above average in the United States. Other 
crops showed smaller changes in dollar value; increases 
were shown by oats, cotton, cottonseed, barley, apples, 
and oranges, while declines occurred in hay and tobacco.

Crop

Change from 1927 to 1928 in

Physical
Production

Per cent

Value

Per cent
Thousands 
of dollars

+  2 .8 +  6 .8 +135,232
+ 2 2 .6 + 1 1 .5 +  60,912
+ 1 0 .9 +  1 .7 +  21,704
+ 1 1 .0 +  9 .4 +  19,997
+ 3 4 .2 +  9 .4 +  16,928
+ 4 9 .5 +  8 .0 +  13,732
+ 3 7 .8 +  4 .6 +  5,700

White Potatoes................... + 1 4 .9 — 35 .7 — 138,698
+  2 .8 — 10.5 — 102,620
— 14.1 —  5 .6 —  73,798
+ 1 3 .3 —  1 .0 —  2,560

Total, 60 crops............... +  3 —  0 .8 —  66,511
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There is some evidence that industrial activity in No
vember did not hold quite all of the gains made in 
previous months; activity continued at a relatively high 
level, however, and was substantially above the level of 
last year when production was being curtailed rather 
rapidly. Output of both passenger automobiles and 
trucks declined more than usual, but remained substan
tially larger than a year ago. Average daily production 
of pig iron increased somewhat less than usual from 
October to November, but was the largest in any month 
since April 1927, and in any November since the war 
year of 1918. Output of steel ingots decreased slightly, 
after allowance for the usual seasonal variations, but was 
the largest for any November on record.

Production of both bituminous and anthracite coal 
also decreased slightly after seasonal allowance, but was 
larger than a year ago. Mill consumption of cotton 
showed only about the usual decline, and was only 2 per 
cent under the record November production of 1927.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

Production

1927 1928

Nov. Sept. Oct. Nov.

Producers' Goods
Pig iron................................................................. 88 105 110 109
Steel ingots.......................................................... 84 119 118 114
Cotton consumption........................................ 108 90 104 104
Woolen mill activity*..................................... 96 87 98 99p

116Silk consumption*............................................ 117 118 109
Petroleum............................................................ 116 110 112 l l l p

88Bituminous coal................................................ 78 83 89
Coke....................................................................... 91 101 106 105
Lumber................................................................. 97 78
Copper, U .S . mines........................................ 102 114 i22 i27
Lead....................................................................... 106 105 98r 107
Zinc........................................................................ 100 102 101 98
Tin deliveries..................................................... 99 105 101 120
Leather, sole....................................................... 110 111
Cement................................................................. 120 132 i23 i2 i
Paper, total......................................................... 103 99 105
Wood pulp........................................................... 97 99 101

Consumers' Goods
Hogs slaughtered.............................................. 85 92 105 100
Cattle slaughtered............................................ 97 88 81 83
Sheep slaughtered............................................ 104 108 119 115
Calves slaughtered ........................................ 95 75 81 83
Farm produce shipped................................... 96 89 99
Wheat flour......................................................... 98 85 95 96
Sugar meltings, U. S. ports.......................... 103 115 124 136
Gasoline................................................................ 100 106 104
Anthracite coal.................................................. 102 90 114r i i2
Newsprint............................................................ 93 83 91 97
Printing activity............................................... 102 108
Tobacco products ........................................... 106 105 ii3 ios
Boots and shoes................................................ 96 103r 102 98p

130pTires....................................................................... 101 134 142
Automobile, passenger.................................... 50 145 124 97
Automobile, truck............................................ 71 133 138 107

♦Seasonal variation not allowed for
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This bank’s indexes of business activity for November 
showed no consistent change as compared either with 
October or with a year ago. In the following table, 
allowance has been made for year-to-year growth, for 
seasonal variations, and where necessary for price 
changes.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1927

Nov. Sept.

1928

Oct. Nov.

Primary Distribution
Car loadings, merchandise and misc......... 100 104 103 101
Car loadings, other.......................................... 86 97 97 98

90 94 105 103p
113 102 111 104p

Panama Canal traffic...................................... 95 85 89
Wholesale trade................................................. 97 95 98

Distribution to Consumer
Department store sales, 2nd District 100 106 94 97
Chain grocery sales.......................................... 103 104 101 100
Other chain store sales................................... 105 109 101 102
Mail order sales r ............................................ 97r 119r 105r 106
Life insurance paid for................................... 96 101 98

100 96 95 95

General Business Activity
Bank debits, outside of New York City 106 111 106 108
Bank debits, New York C ity ...................... 134 165 164 173
Velocity of bank deposits, outside of

New York C ity. . . .̂ ................................... 106 120 117 117
Velocity of bank deposits, New York City 135 190 188 191
Shares sold on N . Y . Stock Exchange.. . 179 398 389 393
Postal receipts................................................... 94 84 88 84
Electric power.................................................... 103 107 108
Employment in the United States............ 96 98 98 98
Business failures................................................ 106 104 115 103
Building contracts, 36 states....................... 126 142 136 118
New Corporations formed in N. Y . State 116 100 126 115

General price level........................................... 173 178 177 178
Composite index of wages............................. 220 224 224 224

171 173 172 172

pPreliminary rRevised

E m p l o y m e n t  a n d  W a g e s

Factory employment in the country as a whole showed 
only a small seasonal decline in November, and was well 
above the level of a year previous. In New York State 
also, factory employment declined only slightly, and for 
the first time since September 1926 was practically equal 
to a year previous. The total amount of factory pay
rolls was also larger than a year previous in November 
for the first time in more than two years. The accom
panying diagram contrasts the 1928 trend of factory em
ployment in New York State with that of 1927 in all 
industries combined, and in three industries which have
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contributed in large measure to the recovery. Out-of- 
door activity declined seasonally in November, releasing 
a substantial number of workers, but there have been no 
reports of serious unemployment, as there were a year 
ago.

Additional indication of the improved conditions this 
year is afforded by the rate of voluntary labor turnover, 
reported by the Metropolitan Life Insurance Company. 
Although the usual seasonal decline occurred this Novem
ber, the rate was higher than in November of 1926 or 
1927, indicating that employees are finding the present 
conditions more favorable to obtaining other positions 
than in either of the past two years. The ratio between 
orders for workers to applications for employment at 
New York State Employment Offices has also compared 
favorably with a year ago in recent weeks.

A  further increase in the average weekly earnings of 
factory office employees during the past year is reported 
by the New York State Labor Department. The increase 
in office workers ’ earnings over the pre-war level is not 
as large as the increase in operatives9 earnings, but the 
increase during the past few years has been at least as 
large; so that the office workers are now sharing to some 
extent the increase in the purchasing power of indi
vidual earnings.

W h o l e s a l e  T r a d e

Sales of wholesale dealers in this district in general 
did not show as large increases over a year ago in Novem
ber as in October. Clothing sales, in particular, fell off 
considerably in November, and decreases followed 
October increases in sales of drugs, groceries, and cotton 
goods. Sales of hardware, shoes, silk goods, and jewelry 
remained somewhat smaller than last year.

Stationery sales, however, showed an unusually large 
increase, sales of dealers in fine paper and of cotton 
goods commission houses showed moderate increases, and 
machine tool sales increased to a new high level for 
recent years.

Stocks of silk goods and drugs continued substantially 
larger than a year ago, but stocks in most other lines 
were at least slightly smaller. Collections averaged a 
little slower than last year, although there were con
siderable differences in the various lines.

Commodity

Percentage 
Change 

November 1928 
compared with 
October 1928

Percentage 
Change 

November 1928 
compared with 
November 1927

Per cent of 
Accounts 

Outstanding 
October 31 
Collected 

in November

Stock Stock
Net end of Net end of

Sales month Sales month 1927 1928

Groceries. ......................... —  7 8 +  4 .6 —  1 .5 —  0 .6 73.8 71.1
Men’s clothing................ — 46.8 +  8 .3 33.1 33 .6
Women’s dresses............ — 6 5 .7 — 26 .6
Women’s coats and suits — 62.6 — 19.7
Cotton goods— Jobbers — 1 7 1 — i i  I3 —  4 .6 —  5*2 3 1 ‘.9 33 .6
Cotton Goods —  Com

mission .......................... —  6 .6 +  5 .8
Silk goods.......................... +  2 .3 +  6 *5* —  1 .7 + 2 i  *9* 51'.2 48^9
Shoes................................... — 10.5 —  3.8 —  1 .9 — 18.5 4 7 .0 4 4 .7
Drugs.................................. — 31 .0 +  1.0 —  1.3 + 2 4 .2 4 8 .0 4 7 .2
Hardware.......................... —  6 .8 — 11.4 —  2 .7 —  1 .6 4 6 .5 48 .1
Machine tools**............. +  2 .2 + 1 1 6 .4
Stationery......................... + 3 2 .7 + 2 1 .7 69'.4 60 .3
Paper................................... —  7 .2 +  5 .3 58.4 62-9
Diamonds..........................
Jewelry...............................

—  3 .5
—  0 .3 }—  5.9 +  0 .9  

—  7 .8 } +  0.5 } 21.4 } 2 4 .0

Weighted Average.. . — 24.4 . +  0.9  1 50.7 4 9 .8

♦Quantity not value. Reported by Silk Association of America.
♦♦Reported by the National Machine Tool Builders’ Association.

D e p a r t m e n t  S t o r e  T r a d e

As the result of active holiday trade, December sales 
of department stores in this district appear to have been 
about 5 per cent larger than a year ago, although there 
was one less business day than in December 1927. This 
estimate is based on preliminary reports from stores in 
New York and vicinity on sales during the period from 
December 1 to 24 inclusive.

November sales were slightly below the substantial 
volume of a year ago. Assuming an increase of 5 per 
cent for the whole of December, the increase in total 
sales for the entire year will be 1.5 per cent, an increase 
even smaller than that reported last year. During the 
last six months of the year, however, sales were 2 per 
cent larger than a year previous, as compared with an 
increase of only 0.9 per cent for the first six months. 
Sales of reporting apparel stores showed a slight increase 
over last year in November, and for the first eleven 
months of the year were 8 per cent larger.

Locality

Percentage 
Change 

November 1928 
compared with 
November 1927

Per cent of 
Accounts 

Outstanding 
October 31 

Collected in 
November

Net
Sales

Stock 
on hand 
end of 
month

1927 1928

New Y  ork................................................................. —  0 .6  
—  0 .8
—  1 .4  
+  1 .7  
+  1.8  
+  4 .3
—  6 .8
—  5 .3  
— 12.4
—  3 .4
—  3 .2  
— 14.3

0

+  2 .3
—  4 .8
—  2 .4  
+  3 .3  
+ 1 0 .3
—  5 .1
—  2 .8

4 8 .9
5 5 .5
4 3 .8
34 .7
4 6 .8

35.3

49 .8
53.4
4 4 .4  
4 2 .2  
46.1

37.0

Newark......................................................................

Northern New York State............................
Central New York State...............................
Southern New York State............................
Hudson River Valley District.....................
Capital District.................................................
Westchester District........................................

All department stores.......................................... —  0 .5 +  2 .1 47 .1 4 7 .6

Apparel stores......................................................... +  0 .3 +  1.0 4 9 .5 4 9 .6

The departments selling musical instruments and radio 
sets, furniture, and home furnishings were among those 
showing the principal increases over a year ago in No
vember. The apparel departments in most cases showed 
smaller sales than last year.

Net Sales 
Percentage Change 

November 1928 
compared with 
November 1927

Stock on Hand 
Percentage Change 

November 30, 1928 
compared with 

November 30, 1927

Musical instruments and radio................. + 2 3 .6  
+ 1 4 .5  
+ 1 2 .3  
+  9 .7  
+  6 .6  
-4- 6 .3

— 44.3
Furniture............................................................ —  1.9
Hosiery................................................................ + 1 1 .5  

+ 1 3 .0  
—  6 .7

Shoes....................................................................
Cotton goods....................................................
Toilet articles and drugs.............................. + 1 3 .3  

+  1 .9Home furnishings............................................ +  5 .6  
+  2 .5  
+  2 .4  
+  2 .4  

0

Books and stationery.................................... —  2 .4
Linens and handkerchiefs............................ +  0 .4  

+  0 .1  
—  4 .2

Luggage and other leather goods.............
Men’s furnishings...........................................
Women’s and Misses’ ready-to-wear.. .  .
Women’s ready-to-wear accessories.........
Toys and sporting goods.............................

—  0 .3
—  0 .8  
—  2 .1

+  7 .4  
+  2 .7  
+ 1 1 .6  
—  5 .2Silverware and jewelry................................. —  3 .4

M en’s and Bovs’ wear.................................. —  9 .3 +  3 .6
Silks and velvets............................................. — 10.4 —  0 .5
W  oolen goods................................................... — 17.8 —  8 .0
Miscellaneous................................................... +  3 .8 —  2 .9
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PER CENT

Index Numbers of Production of Manufactures 
and Minerals, Adjusted for Seasonal Varia

tions (1923-25 Average =  100 per cent).
PERCENT

of Labor Statistics (1926 average =  
100 per cent).

PERCENT.

Loadings of Revenue Freight Reported by the 
American Railway Association, Adjusted 

for Seasonal Variations (1923-25 
average =  100 per cent).

M U O N S  of.'DOLLARS

Reserve Bank Credit: Monthly Averages o f Daily 
Figures for 12 Federal Reserve Banks 

(Latest Figures are Averages of 
first 21 days of December).

Business C ondition s in the U nited States
(Summarized by the Federal Eeserve Board)

I NDUSTRIAL activity declined somewhat in November, but continued above 
the level o f a year ago. Wholesale commodity prices declined further, 

reflecting principally a continued decrease in the prices of farm products. 
Security loans of member banks declined sharply after the first week of 
December, while other loans increased.

P roduction

Total output of manufactures was somewhat lower in November, reflecting 
primarily a decrease in production of automobiles and steel, larger than is 
usual at this season, but total output continued larger than a year ago. Pro
duction of pig iron and copper continued to increase in November, textile 
mills remained active, and meat-packing increased, while sugar refining declined 
seasonally during the month, and the production of building materials was 
smaller. Factory employment and payrolls were seasonally reduced but were 
larger than in 1927. Mineral production was in about the same volume as in 
October, according to the Federal Eeserve Board’s index which makes allow
ance for seasonal variations. Increases occurred in the daily average produc
tion of copper, zinc, tin, and bituminous coal, while anthracite coal decreased 
and the output of petroleum was smaller. The value of building contracts 
awarded in November and the early part o f December receded sharply from 
the record figures of the two preceding months. The November total was 
slightly larger than in the corresponding month in 1927, and the volume of 
contracts for the first two weeks of December was smaller than a year ago.

The December forecast of the Department of Agriculture increased the 
estimated 1928 production of cotton by 240,000 bales to a total of 14,373,000 
bales, which is nearly 11 per cent larger than a year ago. The total value of 
crops, based on December farm prices, is estimated at $8,456,052,000 as com
pared with $8,522,563,000 in 1927.

T rade

Department store sales showed a seasonal increase in November when allow
ance is made for the number o f business days, and approximated those of a 
year ago, while inventories continued smaller than in 1927. Sales at wholesale 
declined seasonally, but were larger than in the same month of last year. Rail
road freight shipments decreased in volume during November and the early 
part of December, but continued larger than in 1927. The decrease from 
October was especially marked in loadings of miscellaneous freight.

P rices

Wholesale commodity prices decreased further in November and the first 
two weeks of December. The largest price declines during the six-week period 
were in farm and food products and leather, while several groups of industrial 
products, notably iron and steel, nonferrous metals, and cotton goods, were 
generally higher. Wholesale prices of gasoline and automobile tires declined. 
Among the agricultural products, prices of raw silk, corn, livestock, and meats 
were lower during November, while raw cotton and wool, wheat and oats 
increased somewhat. During the first two weeks of December, however, prices 
of all these products, with the exception of raw silk, declined. Building mate
rials were generally higher in November, but declined somewhat in the middle 
of December.

B a n k  Credit

Loans and investments of member banks in leading cities increased 
$329,000,000 during the four-week period ended December 19. The advance 
during the first two weeks reflected chiefly a rapid increase in security loans, 
which include loans to brokers and dealers in securities. Subsequently, a sharp 
decline in loans on securities was more than offset by a rapid increase in all 
other loans and in holdings of investments. The increase in all other loans, 
which include loans for commercial purposes, was contrary to the usual move
ment at this season and carried the total to the highest figure in eight years.

Seasonal growth in the demand for currency in November and December, 
together with increases in member bank reserve requirements, consequent upon 
an increase in their deposits, have been reflated in larger borrowings by the 
member banks from the Reserve Blanks. This recent growth, following upon 
demand caused by the lossi of gold in earlier months, has carried the total 
volume of Reserve Bank credit to the highest level in seven years.

The rates on call and time loans on security collateral increased during the 
last week in November and the first part of December, while rates for com
mercial paper were generally steady. Rates on certain maturities of bankers 
bills increased somewhat.
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, Neiv York February 1 , 1929

Money Market in January
Customarily at the end of each year the New York 

money market is subjected to a heavy withdrawal of 
funds for currency and for the seasonal needs of banks 
and others all over the country. In January, after the 
requirements of the holiday season and the year-end 
adjustments have been met, there is normally a rapid 
return of both currency and credit.

This past year-end followed much the usual course 
except that the size of the movement of funds was much 
larger than usual. Currency requirements were about 
normal but there was an extraordinarily large amount 
of funds withdrawn from the call loan market by lenders 
all over the world who wanted to show large amounts 
of cash or who did not want to show call loans in their 
year-end statements. The current available figures indi
cate that during the past twelve months the total volume 
of loans to brokers and dealers placed by New York City 
banks for their own account, as well as for correspondent 
banks and “ others”  have increased approximately 
$1,650,000,000. Of this increase $1,500,000,000 has been 
for account of “ others,”  that is, for individuals, firms, 
or corporations other than domestic banks. Further call 
loans wrere made by these “ other”  lenders through 
channels other than New York City banks. In the last 
week of the year these “ other”  lenders called about 
$400,000,000 of their loans. Correspondent banks out
side of New York City also withdrew approximately 
$70,000,000 during this same week. Largely because of 
these withdrawals the New York City banks found it 
necessary to take over nearly $600,000,000 of call loans 
in order to prevent demoralization of the New York 
money market. This large increase in the loans of the 
New York City banks resulted in a temporary increase in 
their deposits with the consequent need for an increase 
in their reserves. To build up these reserves they were 
forced to increase their borrowings at the Federal Re
serve Bank of New York by $182,000,000.

This year-end experience demonstrates that these loans 
“ for account of others”  are subject to rapid and large 
withdrawal by lenders whose relationship to the money 
market is very different from that of the banks which 
used to provide most of the funds loaned on call. The 
large size of these loans at the present time is due to 
unusual conditions, including unusually large holdings 
of surplus funds by corporations and individuals built 
up in part, at least, by huge issues of new securities in 
recent years. But, primarily, rates for money in the 
call market which are abnormally high relative both to 
other rates in this country and to rates abroad have 
induced individuals and domestic corporations, as well

as foreign banks, having surplus funds, to place their 
funds on call in the New York market rather than to 
employ them elsewhere.

These are conditions subject to change. The experience 
of the year-end shows that the market may be subjected 
to sudden and substantial withdrawals of funds by in
dividual lenders who have no general responsibility 
toward the money market and who must have a primary 
concern for their own particular business. In such in
stances the borrowers of these funds must turn to banks 
for accommodation usually at times when the banks are 
under the greatest pressure for funds. To the extent 
that these loans by others may be taken over by banks 
they become a charge against the country’s basic bank 
reserves which have been diminished through gold ex
ports during the period of heaviest increase in these 
loans.

It may be further noted that in making these loans 
corporations and individuals are in effect engaging in a 
banking function which, to many of them at least, is 
outside the field of their previous experience and outside 
the scope of their principal operations. Beeause of this 
aspect of the matter and because of the general con
siderations previously mentioned, it is the policy of a 
number of large well-managed industrial corporations 
not to make call loans.

M o n e y  R ates

The return of funds to the New York market during 
J anuary resulted in the reduction of the call loan rate to
6 per cent for a number of days during the month,

Banks for Own Account, for out-of-town Correspondent Banks, 
and for Other Lenders (as of weekly reporting- dates).
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though there were increases to 9 per cent in connection 
with mid-month payments and to 8 per cent at the month 
end. The tendency towards ease in the call loan market 
was accentuated in the second half of the month by fur
ther increases in loans made for account of others, only 
partly offset by decreases in loans for the account of New 
York banks. As a consequence, the total amount of loans 
to brokers and dealers reached new high figures.

A  more fundamental tendency, however, toward firmer 
money was indicated by two increases in the rates for 
bankers acceptances which raised the offering rate for 
90 day bills Y2 per cent to 5 per cent. There were cor
responding increases in the buying rates of the Federal 
Reserve Bank of New York. Rates for open market 
commercial paper were also slightly firmer at 5 %  per 
cent and yields on Treasury short-term securities were 
higher. The changes in money rates during the month 
are shown in the following table.

Money Rates at New York

Jan. 31, 1928 Dec. 31, 1928 Jan. 30, 1929

Call m oney....................................................... * 3 H -5 *9-12 *6 -8
Time money— 90 da y .................................. 4 X 7% 7 X - H
Prime commercial paper............................ 4 5 X - X 5 X
Bills— 90 day unindorsed.......................... 3 X 4 X 5
Customers’ rates on commercial loans. f 4 .28 f5 .5 0 f 5 .53
Treasury certificates and notes

3 .37 4 .4 2 4 .81
Maturing September 1 5 ........................ 4 .5 4 4 .7 0

Federal Reserve Bank of New York  
rediscount rate........................................... 3 X 5 5

Federal Reserve Bank of New York 
buying rate for 90 day bills................. 3 X 4M 5

*  Prevailing rate for preceding week # 
t  Average rate of leading_banks at middle of month

B il l  M a r k e t

The volume of American bankers acceptances out
standing increased $84,000,000 further during December 
to $1,284,000,000, an amount $204,000,000 larger than 
the volume outstanding at the end of 1927. A t the close 
of December, the Reserve Banks, holdings of bills for 
their own account were about $100,000,000 larger than 
a year ago, and their holdings for foreign correspondents 
were also about $100,000,000 larger, thus absorbing all 
of the increase in bills outstanding. During January 
the amount of bills held by the Reserve Banks in their 
own portfolio was reduced considerably more than in the
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corresponding period of last year, but the decline was 
somewhat smaller than occurred in 1927 and 1926.

The supply of new bills coming into dealers’ hands 
was smaller than in December, but nevertheless contin
ued in substantial volume. In order to attract more 
investment buying and thereby obtain a wider distribu
tion of bills, the dealers made two advances in their 
rates; the first, shortly after the opening of the month, 
and the second on the 18th. As a result of these two 
advances, the open market offering rate for 90 day 
unendorsed bills became 5 per cent, or Y2 per cent higher 
than the quoted rate at the end of December, and the 
highest level since September 1921. Sixty-day bills also 
were advanced %  per cent during the month, and rates 
on 30 day, and 4, 5, and 6 months bills were increased 
%  per cent. The spread of *4 per cent between bid 
and offered rates, which prevailed at the end of Decem
ber, was reduced to Ys per cent in the case of unendorsed 
bills up to 90 day maturity, but was unchanged for the 
longer maturities. Two advances of *4 VeT cen  ̂ during 
the month raised the Reserve Bank’s current minimum 
buying rate for 90 day bills to 5 per cent.

Co m m e r c ia l  P a per  M a r k e t
The amount of commercial paper outstanding through 

23 dealers was reduced seasonally during December, 
and at $383,000,000 on December 31, was 9 per cent 
smaller than the outstandings a month earlier and 31 
per cent smaller than a year ago. During January, 
supplies of new paper increased somewhat, though there 
were reports that new drawings were smaller than is 
customary for that month. Bank investment demand 
for paper was reported in satisfactory volume, relative 
to the amount of new paper created. The prevailing 
range for prime names remained at 514 -5 1/2 per cent 
until shortly after the middle of the month, when 5 Y2 
per cent became the going rate for the bulk of the paper, 
with some sales reported x4  per cent above and below 
that level.

F o r e i g n  E x c h a n g e

The seasonal trend of the European exchanges over 
the turn of the year was the same this year as last. 
December saw the exchanges progressively stronger as 
against the dollar, owing chiefly to withdrawals of
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foreign funds for various year-end purposes; in Jan
uary, foreign funds flowed back into this country, the 
trend of the exchanges was reversed, and with two ex
ceptions every European currency closed at a lower 
level than that at which it had opened the month.

Shipments of gold from Canada to the United States 
focused attention in the first half of January upon the 
Canadian dollar, which has been at a discount for about 
two months. In the closing days of the month Canadian 
exchange ruled at a discount of about %  per cent and 
the gold movement towards New York was resumed. 
From the 10th of the month onward sterling stood below 
the gold import point from London and a number of gold 
shipments were reported. The German reichsmark, 
which had already weakened toward the end of Decem
ber, fell off four points to $0.2375 during January. The 
Netherlands guilder lost all of the gain it had made in 
the last two months of the year, and closed twelve points 
below par at $0.4008.

Declines of lesser severity were recorded by the Swiss 
franc, the three Scandinavian exchanges, the belga, the 
lira and the Austrian crown. The French franc was 
undisturbed, and the Spanish peseta was firm around 
$0.1632 until the end of the month when the quotation 
dropped to $0.1590. In the Far East the Japanese yen 
suffered a relapse to a low of $0.4524, a level not touched 
since last August.

The National Bank of Czechoslovakia has announced 
the withdrawal of its support of the Czechoslovak crown 
on January 2, 1929, and the unrestricted trading in 
foreign exchange at Prague from that date. The crown 
had been pegged since 1922 at about $.029625. No 
unfavorable results of this measure were manifested 
during January.

C e n t r a l  B a n k  R a t e  C h a n g e s

The official discount rate of the Bank of Italy, which 
had been 5 ^  per cent since June 25, 1928, was raised to
6 per cent on January 7, 1929. The Bank of Italy has 
been in a strong technical position since stabilization was 
effected thirteen months ago. Its reserve ratio is well 
over 50 per cent, and gold forms an appreciable part of 
its cover. In recent months there has been some loss of 
reserves.

On January 12 the German Reichsbank reduced its 
official discount rate from 7 to 6 %  per cent, and its 
rate on advances from 8 to 7 %  per cent, the earlier 
rates having been in force since October 4, 1927. A  
considerable inflow of foreign funds seeking short-term 
investment at the attractive rates obtaining in Berlin 
throughout most of the year had brought about a reduc
tion in private rates and widened the spread between 
them and the Bank rate. Since the reduction in the 
rate German exchange has been lower and gold has 
ceased to move from London to Berlin.

G o l d  M o v e m e n t

Due to the persistent weakness of Canadian exchange, 
the gold import movement initiated on December 5 
continued irregularly throughout January and resulted 
in an inflow of about $38,500,000 from Canada, increas
ing the total from this source on the current movement 
to $61,500,000. In addition, approximately $7,300,000 
was received from England late in the month in re
sponse to exchange transactions, while $750,000 arrived 
from Argentina, the peso standing slightly below the 
gold export point from Buenos Aires to New York.
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Other imports were negligible. Exports of $521,000 
were inconsiderable, but there was a large increase in 
earmarkings. The total gold movements for the month, 
according to a preliminary calculation, were as follows: 
Imports $47,200,000; exports $500,000; earmarkings 
(net increase) $65,000,000; net loss to country 
$18,300,000.

The accompanying diagram reviews the changes that 
have occurred in the country's gold stock during the 
past four years.
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decline in total imports. Corresponding with the decline 
in the value of total imports, the value of crude material 
imports likewise was the smallest since 1924, due largely 
to the much lower prices for crude rubber.

The accompanying diagram, showing imports and ex
ports of merchandise during the past three years, indi
cates that imports in most months of 1928 were smaller 
than in the two preceding years, while exports generally 
were larger.
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192 .9  S e c u r i t y  M a r k e t s
Monthly Changes in the United States Stock of Monetary Gold, 

1925-29 (January 1929 partly estimated).

Foreign Trade
Exports of merchandise in December, valued at $475,- 

000,000, were $70,000,000 less than in November, but 
were $67,000,000 more than in December 1927. Imports, 
valued at $338,000,000, were slightly larger than in the 
previous month or in December a year ago. The volume 
of cotton shipped abroad was smaller than in November, 
but continued to be larger than in the corresponding 
month of 1927. Grain exports showed a slight seasonal 
decline from November, but were in somewhat larger 
volume than a year ago, reversing the tendency of the 
past twelve months. Receipts of raw silk were prac
tically the same as a year ago, although slightly less than 
in November. The volume of crude rubber imports was 
about 35 and 60 per cent, respectively, above that of 
November 1928 and December 1927, but prices were less 
than half those of a year ago.

For the calendar year 1928, exports were valued at 
$5,129,000,000, the largest annual total since the peak 
of prices in 1920, while imports for the year, valued at 
$4,090,000,000, were slightly less than in 1927 and the 
smallest since 1924. Accordingly, the balance of mer
chandise trade in favor of this country increased to 
$1,039,000,000, the largest figure since 1921. Every 
group of exports, except raw foods (principally grains), 
showed an increase over the previous year. A  large gain 
in exports of finished manufactures, mainly automobiles 
and refined petroleum products, more than accounted for 
the increase in total exports. On the other hand, the 
decline in the value of imports of crude materials, largely 
crude rubber and raw silk, more than accounted for the

As a result of a recovery in stocks during the latter 
part of December and a further advance during the 
first few days of January, stock price averages again 
reached new high levels early in January. Subsequently, 
the trend of the market turned irregularly downward 
until after the middle of the month, when the advance 
in prices was resumed. Toward the end of the month, 
representative averages of stock prices once more had
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moved up to new high levels. The net advance from 
the end of December amounted to about 2 per cent in 
industrial and railroad stocks and to about 11 per cent 
in public utility shares. In general, stock prices fluctu
ated within a considerably narrower range than in the 
two previous months. While the turnover of shares on 
the Exchange was above 4 million shares on most full 
days of the month, activity did not approach that of 
late November and early December.

Domestic corporation bond prices were relatively 
steady throughout January, and average prices at the 
end of the month remained close to the August low 
level of last year. Foreign bonds advanced slightly dur
ing the month, after declining in December. United 
States Treasury long-term bonds showed further net 
declines for the month of over a point, the 3 %  per cent 
issues selling off to the lowest prices since issuance.

N e w  F i n a n c i n g

Final figures for December showed that in that month 
new capital issues of domestic corporations were nearly 
60 per cent larger than in December a year ago, due 
entirely to heavier offerings of common stock. In each 
month since August, domestic corporate financing has 
been larger than a year previous. December issues by 
municipalities and States, as in November, were also 
larger than a year ago, and the volume of new foreign 
financing exceeded that of December 1927, following re
ductions in most months of the last half of 1928.

For the completed year 1928, offerings of securities 
in the United States for new capital purposes totaled 
nearly $8,000,000,000, an increase of $400,000,000 over
1927. Refunding issues, on the other hand, were about 
$300,000,000 smaller than in the previous year due to 
the higher money rates prevailing through a good part 
of the year, which made refunding operations unprofit
able. While State and municipal financing declined, 
new domestic corporate financing, excluding refunding 
issues, was about $600,000,000 larger than in the pre
vious year; stock issues were practically twice as large 
as in 1927, while the volume of bond financing declined 
to the smallest amount since 1924. The accompanying 
diagram of domestic corporate financing compares 1928 
financing with that of previous years since 1922.

Foreign security offerings in this market were like-
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wise reduced, but the total remained larger than in any 
other year except 1927. The decrease was principally 
in governmental loans, as is shown in the following 
table compiled from this bank’s record of new foreign 
loans placed in this market.

New Foreign Issues sold in the United States 
(Refunding issues excluded)

(In millions of dollars)

1922 1923 1924 1925 1926 1927 1928

Government. 614 518 845 766 628 853. 722
Corporate. . . 170 121 189 365 424 529 525

T o ta l.. . 784 639 1,034 1,131 1,052 1,382 1,247

1922 1923 1924 1925 1926 1927 1928
N ew  Capital Issues of Domestic Corporations, 1922-28. 

(In millions o f dollars).

In January, foreign issues were very small, and do
mestic offerings appear to have declined from the very 
large total of December. Stock issues again constituted 
the larger proportion of the corporate financing. During 
recent months, and especially so in the past month, very 
substantial amounts of stocks have been issued by con
cerns, essentially in the nature of financial, holding, or 
investment corporations. This tendency denotes a change 
from the situation of several months ago, when stock 
issues represented principally the sale of direct equities 
in mercantile, industrial, and public utility concerns.

There is question as to the extent to which financing 
by holding or investment companies results in making 
additional funds available for business use. Under some 
circumstances it may simply result in shifting the char
acter of ownership of equities, or the bidding up of 
prices of these equities.

B u i l d i n g

The volume of building and engineering contracts 
awarded in 37 states east of the Rockies declined fur
ther in December. The total was 8 per cent smaller than 
in November and 9 per cent below the figure of Decem
ber a year ago, according to reports received by the 
F. W . Dodge Corporation. A ll the important classes 
of construction work were smaller than in November, 
and, as compared with December 1927, only industrial 
and educational building showed increases. In the New 
York and Northern New Jersey district, however, De
cember contracts were 2 per cent larger than in No
vember and 7 per cent heavier than a year ago, due 
chiefly to an increased volume of public works and 
utilities projects. During the first 25 days of January, 
the average daily volume of contracts awarded was 
only slightly smaller than in the corresponding period 
of 1928.

The total value of building contracts awarded in 1928 
reached a new high level, 5 per cent above the total for
1927, and 4 per cent above the previous record year of
1926. The amount of new floor space provided for, a 
figure that largely excludes projects of an engineering 
nature, was about 14 per cent larger than in 1927 and
9 per cent larger than in 1926.

A  substantial increase in residential building in 1928, 
following declines in the previous two years, is indi
cated by the accompanying diagram. Also contributing 
to the larger total volume of building in 1928 were a 
further expansion in public works and utilities proj
ects, and a partial recovery in commercial and industrial 
construction work from the decline that occurred in
1927. The diagram also shows that while construction 
contracts in the Chicago district continued to exceed
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those in the New York district, both districts reported 
about the same amount of increase over the preceding 
year. The Philadelphia, Boston, and Texas districts 
also showed increases over 1927, while in the Pittsburgh, 
South Eastern, and Minneapolis districts the volume of 
construction was smaller.
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cember, but remained above the level of a year previous. 
The iron and steel industry did not curtail operations 
as much as usual; production of steel ingots reached a 
new high level for the month of December, and produc
tion of pig iron was larger than for any December 
excepting the war year of 1918. There were also in
creases, after seasonal allowance, in the output of petro
leum and of passenger automobiles. On the other hand, 
more than the usual decrease occurred in motor truck 
production. The textile industries operated at lower 
levels in December, and, after seasonal adjustment, de
clines were also shown in mine production of copper and 
of bituminous and anthracite coal.

This bank’s indexes of production, in which allowance 
is made for year-to-year growth and for seasonal 
changes, appear below.

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1925 1926 1927 1928 1925 1926 1927 1928
Building Contracts in 37 States, Reported by F. W . Dodge Corporation 

for 1925, 1926, 1927, and 1928, Classified by District and by 
Type of Construction. (In millions of dollars).

E m p l o y m e n t  a n d  W a g e s

Factory employment, both in New York State and in 
the country as a whole, showed only about the usual 
small seasonal decline in December. In New York State, 
employment was above the level of a year previous for 
the first time since September 1926, and in the country 
as a whole, the increase over a year previous was the 
largest since December 1925.

The New York State Employment Bureau reports 
that conditions are satisfactory for this time of the year. 
The largest amount of unemployment usually occurs in 
the winter months, because manufacturing, building, and 
out-of-door work are all at or near their lowest levels. 
So far this winter, only about the usual volume of un
employment is apparent, and there have been no reports 
of serious distress.

Average weekly earnings of factory operatives in New 
York State in December were larger than ever before, 
and total payrolls were in substantial volume. Payrolls 
for the entire country also were larger than a year ago, 
and were not far below the level of December 1926.

According to a calculation made by this bank, based 
on reports received from about twenty employers of 
unskilled labor in this district, the average hourly hiring 
rate increased about 2 per cent between January 1, 1928 
and January 1, 1929. The rate on the latter date was 
the highest on record. The average number of working 
hours declined slightly, but the decline was not sufficient 
to prevent average weekly wages from also reaching a 
new high level. The returns generally indicated that 
there was a surplus of unskilled workers, but a few com
panies reported that it was difficult to obtain some types 
of semi-skilled and skilled labor. The State Employment 
Bureau reports comparatively few applications for work 
from skilled workers, and states that the surplus of un
skilled laborers is not as large as a year ago, and is not 
larger than could normally be expected at the present time.

P r o d u c t i o n

Following a slight decline in November, production 
of leading commodities showed irregular changes in De-

1927 1928

Dec. Oct. Nov. Dec.

Producers’ Goods
Pig iron................................................................. 91 110 109 113
Steel ingots.......................................................... 94 118 114 118
Cotton consumption........................................ 97 104 104 94
Woolen mill activity*...................................... 90 98 100 92p

112Silk consumption*............................................ 115 109 116
Petroleum............................................................. 114 112 110 113p

84Bituminous coal................................................. 79 89 88
Coke........................................................................ 93 106 106r 109

98 81 85 86p
122Copper, U. S. mines......................................... 97 122 127

Lead........................................................................ 100 98 107
Zinc......................................................................... 102 101 98 96
Tin deliveries...................................................... 75 101 120 114
Leather, sole........................................................ 104 116 114 105
Cement.................................................................. 129 123 121 126
Paper, total.......................................................... 101 105 110
W ood pulp........................................................... 99 101 104

Consumers’ Goods 
Hogs slaughtered............................................... 89 105 100 103
Cattle slaughtered............................................ 87 81 83 75
Sheep slaughtered............................................. 103 119 115 99
Calves slaughtered............................................ 100 81 83 85
Farm produce shipped.................................... 93 99 97 97
Wheat 6 our.......................................................... 99 95 96 93
Sugar meltings, U. S. ports.......................... 119 124 136
Gasoline................................................................. 99 104 101
Anthracite coal................................................... 84 114 112 92
Paper, newsprint............................................... 94 91 97 89
Printing activity............................................... 102 111 110
Tobacco products.............................................. 101 113 108 105
Boots and shoes................................................. 91 103r 95 85

99 142 129 117p
102Automobile, passenger.................................... 54 124 97

Automobile, truck............................................. 86 138 107 81

* Seasonal variation not allowed for p Preliminary r Revised

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

Average daily car loadings, both of merchandise and 
miscellaneous commodities, and of bulk freight, de
clined more than usual in December, but remained 
larger than a year previous. Merchandise exports also 
declined in December, after seasonal allowance, while 
imports increased slightly. December retail trade was 
of record volume, and average daily sales of department 
stores and of mail order houses increased more than 
usual. Shares sold on the New York Stock Exchange 
declined sharply from the November peak, but bank 
debits, both in New York City and in 140 centers outside 
of New York City, advanced further to very high levels.

This bank’s indexes of business activity, in which 
allowance is made for year-to-year growth, for seasonal 
variations, and where necessary for price changes, are 
shown in the following table.
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(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1927 1928

Dec. Oct. Nov. Dec.

Primary Distribution
101Car loadings, merchandise & misc............. 95 103 98

86 97 98 91
78 105 103 89p

Imports................................................................. 104 111 104 106p
Panama Canal traffic...................................... 88 89 88
Wholesale trade................................................. 96 98 102

Distribution to Consumer
97 101Department store sales, 2nd D ist............... 98 94

Chain grocery sales r ........................................ 99r 99 r 97 r 93 r
Other chain store sales.................................... 107 101 102 108

97 105 106 113
Life insurance paid for.................................... 97 98 99 103
Advertising.......................................................... 97 95 95 93

General Business Activity
108 115Bank debits, outside of New York C ity . . 106 106

Bank debits, New York C ity......... . ........... 138 164 173 183
Velocity of bank deposits, outside of

117 117 121New York C ity ............................................. 104
Velocity of bank deposits, New York

191 201C itv .................................................................... 136 188
Shares soM on N . Y . Stock Exchange. . . 228 389 393 330
Postal receipts.................................................... 98 88 84 89
Electric power............... . .................................. 102 109 107

95 98 98 98
Business failures................................................ T08 115 103 96
Building contracts, 36 states....................... 138 136 118 111
New corporations formed in N . Y . State 116 126 115 112

General price level............................................ 174 177 178 178
Composite index of wages............................. 223 224 224 226
Cost of living...................................................... 172 172 172 171

p Preliminary r Revised

W h o l e s a l e  T r a d e

Wholesale dealers in this district reported a slight 
increase in the volume of business during December as 
compared with the corresponding month of 1927. Sales 
of silk goods were unchanged from a year ago, follow
ing decreases since May, and machine tool sales contin
ued in substantially larger volume than in the previous 
year, although they dropped somewhat below the high 
level of November. Drug sales showed the largest in
crease over a year ago since June.

Stocks of silk goods and drugs continued larger than 
a year ago, while stocks of diamonds and jewelry showed

Percentage 
Change 

December 1928 
compared with 
December 1927

Per cent of 
Accounts 

Outstanding 
November 30 
# Collected 
in December

Percentage Change 
in Net Sales

Commodity

Net
Sales

Stock 
end of 
month 1927 1928

Dec. 1928 
compared 

with 
Nov. 1928

Year 1928 
compared 

with 
Year 1927

Groceries................. —  3 .0 +  2 .5 7 0 .5 6 7 .4 — 14.5 —  0 .8
Men’s clothing-----
Women’s dresses. . 
Women’s coats &

suits.......................
Cotton goods—  

Jobbers 
Cotton goods—  

Commission 
Silk goods................

+  8 .1  
—  1 .3

— 11.8

5 0 .8 4 7 .8 — 2 1 .6
+ 8 3 .3

— 3 7 .5

—  0 .2  
— 13.1

—  9 .0

+  1 .1

+ 1 8 .1
0

—  4 .8 — 12.9 —  3 .4

+ 1 2 .4  
—  0 .8

+  1 .0
—  5 .3+ 2 0 ’.0*  

— 13.6
5 1 .6 4 4 .8

Shoes......................... — 3 1 .3 4 4 .4 4 3 .2 —  5 .4 — 12.0
Drugs....................... + 1 3 .9  

—  9 .2
+ 2 2 .1  
+  1 .0

4 9 .0 3 9 .7 — 18.9 +  7 .6
Hardware................. 53 .2 4 7 .9 —  5 .1 —  3 .7
Machine tools**. . 
Stationery. . . . . . .

+ 6 2 .4  
—  1 .7 '74.5 * 7 i :o ‘

—  5 .5  
+  0 .8

+ 7 2 .0  
+  1 .9

Paper........................ +  3 .5  
+ 1 4 .2  
—  0 .6

6 3 .3  
} 3 1 .7

6 3 .0  
} 3 2 .8

—  6 .0 +  2 .8
Diamonds................ }—  4 .0 — 18.6 +  1 .7
Jewelry..................... —  2 .3 —  5 .4

Weighted Avg... +  0 .8 5 6 .0 5 2 .4 —  4 .0 —  0 .6

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders’ Association

the largest decrease in more than two years. Collections 
were slower in all lines with the exception of diamonds 
and jewelry.

D e p a r t m e n t  S t o r e  T r a d e

The December final reports on department store busi
ness in this district showed sales 2 per cent larger 
than a year ago, although there was one less trading day 
than in December 1927. There were moderate increases 
in New York, Syracuse, Newark, Bridgeport, and 
Southern New York, and a slight increase occurred in 
the Hudson River Valley district, but the remaining 
localities reported decreases. Total sales of reporting 
department stores for the year 1928 proved to be 1.3 
per cent larger than in 1927.

December sales of large apparel stores were unchanged 
from a year ago, but the figures for the completed year 
of 1928 showed a substantial increase over 1927.

The rate of department store stock turnover was 
higher in December and the full year 1928 than in 1927. 
The rate of collections on charge accounts continued to 
be higher than a year ago.

Locality

Percentage 
Change 

December 1928 
compared with 
December 1927

Per cent of 
Charge 

Accounts 
Outstanding 

November 30 
Collected in 
December

Percentage 
Change 

Year 1928 
compared with 

Year 1927

Net
Sales

Stock 
end of 
month 1927 1928

Net
Sales

Stock
on

hand

Northern N . Y . State 
Central N. Y . State.. 
Southern N. Y . State 
Hudson River Valley

District......................
Capital District..........
Westchester.................

+  2 .6
—  0 .3
—  4 .1  
+  3 .5  
+  4 .6  
+  4 .8  
+  0 .3
—  3 .0
—  1 .9  
+  4 .0

+  0 .5
—  0 .3
—  0 .7

+  0 .8
—  1 .3  
+  0 .1
—  1 .5  
+  0 .4  
+  3 .4
—  2 .1

50 .3
52 .9
39.1

3 2 '.i

3 9 ‘.4

50 .8
51 .2
4 1 .3

33 .4

38 '.3

+  1 .2
—  1 .4
—  0 .7
—  0 .6  
+  4 .2  
+  1 .3
—  0 .4  
+  0 .4
—  5 .0
—  0 .8

+  0 .3  
—  0 .3  
+  4 .1

—  0 .5  
+  0 .1

0
—  1 .6  
+  1.1
—  5 .5
—  4 .9

All department stores. . +  2 .5 +  0 .4 45 .0 4 5 .6 +  1 .3 —  0 .7

Apparel stores................. 0 +  0 .2 49 .7 4 8 .9 +  6 .6 +  3 .2

Sales and stocks in major groups of departments are 
compared with those of December 1927 in the following 
table.

Net Sales 
Percentage Change 

December 1928 
compared with 
December 1927

Stock on Hand 
Percentage Change 
December 31, 1928 

compared with 
December 31, 1927

+ 11 .2 —  7.5
Luggage and other leather goods.............. +  9.6 —  3.0
Books and stationery..................................... +  9.5 +  4.4
Musical instruments and radio................. +  8.3 — 35.6

+  7.8 —  2.2
Women’s ready-to-wear accessories......... +  7.2 —  3.6
Toys and sporting goods.............................. +  7.1 — 11.7
Linens and handkerchiefs............................ +  7.0 —  3.6

+  6.3 +  5.6
Women’s and Misses’ ready-to-wear.. . . +  5.6 +  8.8
Men’s furnishings............................................ +  4.9 —  8.4
Home furnishings............................................ +  4.3 + 10 .2

+  4.2 + 1 4 .2
Silverware and jewelry................................. +  3.6 —  7.3
Toilet articles and drugs.............................. +  3.0 + 11 .4
M en’s and Boys’ wear................................... +  2.8 +  4.1
Silks and velvets.............................................. —  4.9 —  2.7
Woolen goods.................................................... — 20.5 — 10.4
Miscellaneous.................................................... + 11 .1 +  1.0
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Index Number of Production of Manufactures and 
Minerals Combined, Adjusted for Seasonal Varia

tions (1923-25 average = 1 0 0  per cent).
PER CENT

Federal Reserve Board's Index of Department Store 
Sales, Adjusted for Seasonal Variations and Un

adjusted (1923-25 averages 100 per cent).

BATE

Reserve Bank Credit and Money in Circulation 
(Monthly Averages of daily figures; latest 

figures are averages of first 23 days 
in January).

1925 1926 1927 1928 1929
Money Rates in the New York Market.

Business C ond ition s in the U nited States
(Summarized by the Federal Reserve Board)

I NDUSTRY and trade continued active in December, and the general level of 
prices remained unchanged. Banking and credit conditions at the turn of 

the year were influenced chiefly by seasonal changes in the demand for cur
rency and by requirements for end-of-year financial settlements.

P r o d u c t io n

Output of manufactures decreased in December, but the decline was less 
than is usual during the month, and the Board’s index was slightly higher 
than in November and above the level of a year ago. Smaller than usual 
seasonal reductions were reported in the daily average output of steel, pig 
iron, automobiles, copper, cement, silk, and flour, while cotton and wool textiles 
declined considerably. Meat-packing increased in December, reflecting a larger 
output of pork products, though beef and mutton production was smaller. 
Volume of factory employment and payrolls was larger than at this season of 
last year. Production of minerals was in somewhat smaller volume in December 
than in November, reflecting chiefly a large reduction in the output of bitumi
nous and anthracite coal. Production of copper and zinc ore 011 a daily 
average basis was slightly smaller, while petroleum output increased. Prelimi
nary reports for the first half o f January indicate a steady increase in the 
output of petroleum and greater activity in the steel, automobile, coal, and 
lumber industries following the temporary lull during the inventory period at 
the end of the year.

Building contracts awarded in 37 Eastern states declined sharply during 
December, as in the preceding month, and were smaller than in any December 
since 1924. The decline from November was attributable largely to decreases 
in awards for residential building and public works and utilities. By districts, 
the largest declines over the preceding month were in the Cleveland, Chicago, 
Boston, and Richmond Federal Reserve districts, while increases were reported 
in the New York, Philadelphia, and Atlanta districts.

T r a d e

Department store trade showed greater activity in December than in the 
preceding month, after allowance is made for the customary holiday increase. 
Total sales for the month were the largest on record, exceeding December 
1927 by one per cent, although there was one less trading day this year. 
Increases over a year ago were reported for the New York and Philadelphia 
districts while substantial decreases occurred in Atlanta and Minneapolis. 
Distribution at wholesale declined seasonally and was smaller than a year ago.

Freight-car loadings in December and the first half of January showed a 
slightly larger than usual seasonal reduction, but, as in earlier months, were 
above a year ago.

P r ic e s

The general level of wholesale prices, as measured by the index of the 
United States Bureau of Labor Statistics, remained approximately the same 
during December as in the preceding month. Average prices of iron and steel, 
automobiles, copper, and building materials continued to advance slowly, and 
prices of farm products, after declining during October and November, also 
rose in December, reflecting higher average prices for raw cotton, oats, rye, 
and some grades of wheat, offset in part by lower prices for corn and cattle. 
In the first three weeks of January the price of rubber advanced sharply, and 
wheat, corn, potatoes, and flour also increased, while silk and sugar decreased 
somewhat, and hides reached the lowest level in more than a year.

B a n k  Cr e d it

Banking and credit conditions in January were influenced chiefly by the 
seasonal decline in the volume of money in circulation. At the Reserve Banks 
the return flow of currency from circulation resulted in a liquidation of 
member bank borrowing and small declines in Reserve Bank holdings of 
acceptances and of United States securities. Total bills and securities showed 
a decline of about $450,000,000 for the period from December 26 to January 23 
and were in about the same volume as in midsummer of last year.

At member banks there was an increase in the total volume of loans at the 
turn of the year due chiefly to year-end financial settlements, and the temporary 
withdrawal of funds loaned by corporations in the New York market. In 
January deposits and loans of member banks declined to approximately the 
level o f the early part of December.

In the money market, rates on call loans declined sharply in January, while 
rates on time loans on securities remained firm and rates on acceptances 
advanced.
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S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Eeserve Agent Federal Eeserve Bank, New York March 1, 1929

M o n e y  M a r k e t  i n  F e b r u a r y

One of the principal developments in the money mar
ket during February was an unseasonable upward 
tendency in interest rates on commercial borrowing. 
Acceptance dealers, in the effort to attract investment 
demand sufficient to absorb the supply of new bills, 
made two further advances in their rates, following the 
January increases, and in the latter part of February 
90 day bankers acceptances were offered at 5*4 per 
cent, a rate %  per cent above that prevailing in Decem
ber, and 1 %  per cent above the rate of a year ago. 
Commercial paper also was advanced slightly further in 
February, and at 5 %  to 5 %  per cent in the latter part 
of the month was 1 %  to 1 %  per cent higher than in 
February of last year. Ordinarily rates on these types 
of paper tend to be somewhat easier at this time of year 
than during the autumn.

Loans of weekly reporting member banks, other than 
loans on securities, were liquidated in substantial volume 
during January, and in February remained only slightly 
above the volume of a year ago. Loans on stocks and 
bonds, however, were considerably higher than at any 
previous time with the exception of the recent tem
porary year-end peak. As the diagram below indicates, 
there was a liquidation of year-end loans early in Janu-

10

8

6

4

Rates on 90 day Time Money, 4 to 6 months Commercial Paper, 
and 90 day Acceptances, and Discount Rate of the Federal 

Reserve Bank of New York.

1 9 2 6  1 9 2 9

ary, but toward the end of that month and early in 
February, a renewed expansion occurred; so that on 
February 6 the volume of security loans of reporting 
banks was about 725 million dollars above the average 
for last August and September, and over 900 million 
dollars larger than a year ago. Part of the increase 
was in the form of open market loans to brokers and 
dealers in securities and part was in the form of direct 
loans to customers. After the first week of February 
there was a small reduction in the total amount of these 
loans, but the amount on February 20 was still over 
900 million higher than a year previous.

W ith the continued large demand for security loans, 
call loan rates fluctuated widely during February, vary
ing from 6 to 10 per cent, in response to relatively small 
changes in the supply of funds, and time loans for 
security trading purposes continued in small supply at 
7 %  per cent. These high rates which have continued 
to be offered beyond the autumn and holiday seasons 
when money rates are usually firm are increasing the 
cost of commercial borrowing, especially borrowing 
through the open market in the form of acceptance cred
its and commercial paper.

Another result of the high rates offered by the New 
York security markets has been a movement of funds 
from other countries to New York, accompanied by 
general weakness in the foreign exchanges. Canadian

1 9 2 8  1 9 2 .9
Loans on Securities of Weekly Reporting Member Banks.
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exchange at New York has been below the gold import 
point for extended periods, and the movement of gold 
from Canada has been considerably larger than the usual 
seasonal movement of recent years. Sterling also de
clined below the gold import point, and substantial ship
ments of gold from London to New York were followed 
by an advance in the Bank of England discount rate 
from 4y2 to 5y2 per cent early in February. There are 
indications also that the central banks of other countries 
have found it necessary to support their exchanges, in 
order to avoid withdrawals of gold from their reserves 
for shipment to New York.

Money rates prevailing in New York near the end of 
February are shown in the following table in compari
son with those of a month previous and a year ago.

Money Rates at New York

Feb. 29, 1928 Jan. 30, 1929 Feb. 27, 1929

Call m oney....................................................... *6-8 *6H~9
Time money— 90 day.................................. 4 7%-H 7H
Prime commercial paper............................ 4 5X-X
Bills— 90 day unindorsed..........................
Customers’ rates on commercial loans.

3H 5
f4 .2 5 15.53 t5 .5 0

Treasury certificates and notes
Maturing June 15..................................... 3 .30 4.81 4 .4 6

4 .7 0 4 .7 0
Federal Reserve Bank of New York 

rediscount rate........................................... 4 5 5
Federal Reserve Bank of New York 

buying rate for 90 day bills................. 3H 5 5 y8
* Prevailing rate for preceding week 
t  Average rate of leading banks at middle of month

B r o k e r s  L o a n s  
Loans to brokers and dealers in securities reported by 

New York City banks advanced to new high levels in 
each of four successive weeks up to February 6, and on 
that date were $274,000,000 above the previous peak 
of December 5. In the two subsequent weeks there was 
a net reduction of slightly under $200,000,000 in these 
loans; loans of New York City banks for their own 
account were reduced nearly $100,000,000, and loans 
placed for out-of-town banks were reduced $145,000,000, 
but these reductions were partly offset by a further in
crease of nearly $50,000,000 in loans placed for others, 
which carried this latter account to a total of $2,668,- 
000,000, a new high level.

B il l  M a r k e t  
The volume of dollar acceptances outstanding was 

reduced only $5,000,000 during January, despite the 
higher rates prevailing for this type of accommodation, 
and at the end of the month the total was $1,279,000,000, 
as compared with $1,058,000,000 a year ago.

Following the increases in open market rates during 
January, the demand for bills in the first part of Febru
ary showed some increase, but distribution in general 
was rather narrow. After a further increase of ^4 per 
cent in bill rates around the middle of February, which 
brought the offering rate for unendorsed 90 day bills 
to 5 1 4  per cent, the highest since July 1921, distribution 
became wider, due both to increased foreign buying and 
also to purchasing by domestic banks and other corpora
tions, including insurance companies. The supply of 
new bills offered to the market was smaller than in Jan
uary, and, although continuing in good volume, was not 
equal to the increased investment demand, so that the

dealers’ portfolios were reduced by about one-half, not
withstanding a decrease of $100,000,000 in the Reserve 
Banks’ holdings of bills. The decrease in the Federal 
Reserve System’s portfolio of bills reflected a large ex
cess of maturities over new purchases, and was consider
ably larger than the reduction that occurred in February 
of last year.

C o m m e r c ia l  P a p e r  M a r k e t
The commercial paper market was generally quiet dur

ing February. The banks throughout the country evi
denced relatively little interest in commercial paper 
offerings, and, although no great amount of new paper 
was created by mercantile concerns, an increase in the 
dealers’ stocks of unsold paper was reported to have 
begun around the middle of the month. A t that time, 
the going rate for the bulk of the prime names was ad
vanced from 5y2 per cent to a range of 5 ^ -5 %  per cent. 
Even the offering of more attractive rates for the best 
names, however, did little to stimulate the inquiry for 
paper on the part of the banks.

During January there was a larger increase in out
standings of commercial paper than occurred a year ago. 
The amount outstanding through 23 firms, after declin
ing to $383,000,000 on December 31, rose nearly 6 V2 
per cent to $407,000,000 at the end of January. This 
figure, however, is 29 per cent smaller than the out
standings in January 1928.

C e n t r a l  B a n k  R a t e  C h a n g e s

The most conspicuous change in central bank rates 
during February was the increase of one per cent in the 
Bank of England rate, which was thus brought up to 
5y2 per cent on February 7. Although the technical 
position of the Bank was strong, with a high proportion 
of reserve (46.02 per cent) and a relatively low level 
of bills and securities, the gold stock had fallen slightly 
below £150,000,000, and the weakness of sterling ex
change in New York had drawn almost $30,000,000 gold 
to this center from London within a period of ten days. 
The differential in money rates as between New York 
and London was sufficiently in our favor to exert a de
pressing influence on sterling exchange and threaten 
further withdrawals of gold from England. The rise 
in rate brought about a quick improvement in the 
sterling exchange and stopped the movement of gold. 
The 4 1 4  per cent bank rate had been in effect since 
April 21, 1927.

On February 14 the Imperial Bank of India raised 
its rate by one per cent to 8 per cent. This was the 
second move upward since November 15, 1928, and rep
resents a recurrent seasonal phenomenon. The rate was 
raised twice in the season of 1924-25, twice in 1925-26, 
three times in 1926-27, and twice in 1927-28.

The Bank of Java increased its rate by one-half per 
cent to 4y2 per cent on February 25. The 4 per cent 
rate had been in force since July 15, 1926.

F o r e i g n  E x c h a n g e

Interest in the foreign exchange market centered upon 
the pound sterling which continued, during the first 
week of February, the downward movement begun on
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D O L L A R S  D O L L A R S  D O L L A R S

January 11. On February 6 there was a sudden firming 
of this exchange which was further strengthened by the 
announcement on February 7 of a one per cent increase 
in the official discount rate of the Bank of England. 
Since then the pound sterling has maintained itself 
above the gold import point from London, although it 
is still about 1.4 cents below parity.

The German reichsmark, which had begun to show 
weakness in January, fell towards the middle of Febru
ary to $.2372. Some recovery has since taken place, but 
this exchange in the neighborhood of $.2373 is still about 
nine points below par and is hovering around our gold 
import point from Berlin. Other European exchanges 
have been under pressure, particularly since the advance 
in the English bank rate, and the French, Dutch, and 
Italian rates are approximately at their outgoing gold 
points. The Spanish peseta has been unsteady: at 
$.1517 on the 28th it was 80 points below the February 
high of $.1597 reached on the 1st.

All the Far Eastern exchanges moved in our favor 
during the month, including the Japanese yen, which 
dropped below 45 cents on February 25 for the first 
time since August 1928. The American exchanges also 
were weak, with the Canadian dollar particularly sub
ject to fluctuation and ruling at last report at a discount 
of about cent.

G o l d  M o v e m e n t

Despite the persistence of Canadian exchange at a 
level even lower than the January average (*4 cent dis
count), which brought over $39,000,000 in gold here 
from Canada during that month, only $2,000,000 of

Canadian gold was shipped here during February. The 
inflow of gold from England which began late in Janu
ary continued during the first part of February, when 
this country received $22,000,000 in gold from London, 
bringing the total of British gold in this movement up 
to $29,250,000. Other transactions were very small in 
volume and took place independently of exchange con
ditions. No changes in earmarking were recorded.

According to a preliminary calculation, the gold 
movement during February was as follows: imports 
$24,500,000; exports $1,000,000; net gain to the United 
States $23,500,000. This slightly exceeded the loss in 
January, making for the year to date a net gain of 
$5,500,000.

C u r r e n c y  S t a b i l i z a t i o n  i n  R o u m a n i a

A  new monetary law establishing the Roumanian cur
rency on a gold basis and adopting a program of sta
bilization has been passed by the Roumanian Parliament 
and became effective on February 7, 1929. This law 
fixes the new value of the leu at 10 milligrams of gold 
9/10th fine, which is equivalent to 167.18 lei to the dol
lar and makes the gold value of the leu .59815 cents. 
The first portion of a stabilization and development loan 
was issued here and abroad in the second week of Febru
ary. As a part of the plan of monetary stabilization 
credits were arranged in favor of the National Bank of 
Roumania by certain banks of issue. In that connection 
the following announcement was issued by this bank on 
February 14:

“ The Federal Reserve Bank of New York, in asso
ciation with other Federal Reserve Banks, has agreed,
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if desired, to purchase from the National Bank of 
Roumania up to a total of $4,500,000 of prime com
mercial bills. The agreement of the Federal Reserve 
Bank of New York was made in cooperation with 
other banks of issue as a part of the credit arrange
ments aggregating in all $25,000,000, or its equivalent, 
which the banks of issue have entered into with the 
National Bank of Roumania in furtherance of the 
plans which have been completed for stabilizing the 
Roumanian currency on a gold exchange basis.”

S e c u r i t y  M a r k e t s

Around the beginning of February, representative 
averages of stock prices generally reached the highest 
levels ever attained. Price movements became irregular 
during the first week of the month, however, and a 
rather sharp decline in prices followed, which lasted 
until around the middle of the month. Subsequently, 
there was some recovery, and toward the end of the 
month industrial stocks were close to their previous 
peak levels, but railroad and public utility stocks re
mained about 3 per cent below. The turnover of shares 
on the New York Stock Exchange, which had been in
4 to 5 million share volume early in the month, declined 
to between 3 and 4 million shares after the 15th.

The bond market remained quiet in February and 
prices continued to decline. Domestic corporation issues 
dropped about %  point further on the average, and 
reached a lower level than prevailed in August of last 
year when the decline of some months was temporarily 
terminated. Current quotations for domestic corporate 
bonds are the lowest since the fall of 1926.

United States Government bonds, which fluctuate 
principally in response to changes in money conditions, 
showed sizable losses during February. The net de
clines for the month ranged from small fractions of a 
point in the case of the relatively short-term First and 
Fourth Liberty 4 %  ’s to over 2 full points in the Treas
ury 4 ^ ’s. Foreign bonds likewise moved lower during 
the month.

N e w  F i n a n c i n g

A  complete compilation of new security issues in Jan
uary shows a total for that month of $1,063,000,000, or 
only about $100,000,000 less than the very large total 
for December. As compared with the corresponding 
month of 1928, January new financing was $300,000,000 
larger, due entirely to issues of corporations organized 
to deal in securities. Securities issued by concerns of 
this type constituted in January more than one-third of 
all corporate issues, and in December they comprised 
nearly one-third of the corporate financing, whereas in 
January a year ago, their importance was practically 
negligible. New financing by states and municipalities 
was somewhat smaller in January than a year ago, and 
the amount of new foreign security offerings placed in 
this market was considerably smaller than last year.

In February, domestic corporation offerings continued 
to be composed of a very large proportion of stock issues, 
and these stock issues again included a substantial vol
ume of offerings by corporations, essentially in the na

ture of financial, holding, or investment companies. 
Excluding these issues for financial purposes, it appears 
that the volume of domestic corporate financing in Feb
ruary was slightly smaller than a year ago. Foreign 
security offerings in this country continued in smaller 
volume than in the corresponding period of 1928.

E m p l o y m e n t  a n d  W a g e s

Employment in January, both in New York State 
and in the country as a whole, showed only about the 
usual decline, which is a result of the seasonally low 
level of both manufacturing and out-of-door activities. 
This bank’s index of the volume of factory employment, 
in which adjustment has been made for the usual sea
sonal variations, has held steady for several months, 
indicating that industrial employment has been subject 
to only the customary seasonal influences. The ratio 
of orders for workers to applications for employment at

JUL- AU&* .SEP- OCT NOV- DEC- JAN- FEB M M - APR- MAY- JUN*

Ratio of Workers Called For to Registrations For Employment 
at New York State Employment Offices.

New York State employment bureaus, which provides a 
rough index of general employment conditions, is shown 
in the accompanying diagram. Since the autumn peak, 
this ratio has declined in about the usual seasonal pro
portion, and at the present time is considerably higher 
than a year ago, and is nearly at the level of two years 
ago.

In general, it appears that, while there is a certain 
amount of unemployment, it is entirely seasonal in 
nature. Moreover, conditions are much better than at 
this time last year, when a low level of business activity 
accompanied the usual seasonal decline in out-of-door 
activities. The largest improvement over a year ago, 
according to the State employment bureau, has occurred 
in the employment of unskilled labor, but, as has been 
the case for some time, a considerable number of un
skilled workers remain without employment. Substan
tial improvement has also been shown in opportunities 
for both skilled and ‘ ‘ white-collar9 ’ labor. Charity or
ganizations have made large expenditures this year for 
relief work, but this is said to be a result more of the
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epidemic of influenza than of unemployment. Cases of 
serious distress due solely to unemployment are esti
mated to be about one-half as numerous as a year ago.

Average weekly earnings of factory workers and fac
tory payrolls declined in January, both in New York 
State and in the country as a whole, but remained above 
the levels of a year previous.

B u i l d i n g

Total building contracts awarded in 37 states east of 
the Kockies declined 5 per cent further in January, and 
reached a figure 4 per cent smaller than in January
1928, according to the F. W . Dodge Corporation. The 
total for the month was also smaller than in January 
1926 but was somewhat larger than in January 1927. 
The decline from a year ago was due largely to a reduc
tion in residential building, the volume of which was 
29 per cent smaller than a year ago and also the small
est for any month in the past four years. A ll types of 
residential building work showed at least small decreases, 
with the principal reduction, amounting to more than 
one-third, in apartment house construction. Commer
cial and industrial construction contracts, on the other 
hand, were considerably larger than in January of last 
year, so that, in the aggregate, non-residential building 
showed an increase of 16 per cent.

The accompanying diagram indicates that residential 
contracts have been declining almost continuously since 
last May and have dropped considerably below the level 
of a year ago, but that contracts for other types of con
struction have shown only about the usual seasonal de
cline during recent months and have averaged larger 
than in a year previous.

In the New York and Northern New Jersey district, 
the January decline was larger than for the country as 
a whole, amounting to 26 per cent compared with the 
preceding month, and 22 per cent compared with Janu
ary 1928. As in the total for the 37 reporting states, 
the decline in this district reflected much smaller con
tracts for residential building.

MILLIONS o fM L L M S

Building Contracts Awarded in 37 States.

During the first three weeks of February, there ap
pears to have been a continuation of the decline in build
ing activities. The daily average volume of contracts 
awarded in 37 states during this period was about 20 
per cent smaller than in the corresponding period of
1928.

P r o d u c t i o n

Following a slightly lower level in November and 
December, productive activity in the leading industries 
increased substantially in January, after allowance 
for the usual seasonal variations, and in general was at 
least equal to the peak levels of September and October. 
Production of both passenger automobiles and motor 
trucks increased sharply in January to a new high level 
for the month; as compared with January 1928, passen
ger automobiles showed an increase of 71 per cent, and 
motor trucks an increase of 97 per cent. Total produc
tion, after allowance for year-to-year growth and for 
seasonal variations, was the largest ever recorded. Out
put of bituminous and anthracite coal increased con
siderably, after seasonal allowance, and production of 
petroleum was the largest for any month on record. 
Mill consumption of both cotton and silk also increased 
substantially; consumption of cotton was the largest 
since March 1927, and consumption of silk was the larg
est since March 1928. Production of pig iron showed 
only about the usual seasonal expansion in January, and 
production of steel ingots increased slightly less than 
usual, but both were at very high levels.

This bank’s indexes of production, in which allowance 
has been made for seasonal variations and for year-to- 
year growth, are shown in the following table.

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

Jan. Nov. Dec. Jan.

Producers* Goods
95 109 113 113

101 114 118 113
Cotton consumption........................................ 94 104 94 106
Woolen mill activity*..................................... 89 100 93 96p

127Silk consumption*............................................ 125 116 112
111 110 113 116p

92Bituminous coal................................................. 84 88 84
99 106 109 112
98 85 86 p

Copper, U. S. mines........................................ 97 127 122 12i
100 104 98 105
90 98 96 83

Tin deliveries...................................................... 90 120 114 141
Leather, sole........................................................ 97 114 104r 104

141 121 126 136
Paper, total......................................................... 100 110 102

99 104 98

Consumers’ Goods 
Hogs slaughtered............................................... 103 100 103 106
Cattle slaughtered............................................ 89 83 75 91
Sheep slaughtered............................................. 108 115 99 108
Calves slaughtered................................ .. 95 83 85 87
Farm produce shipped.................................... 101 97 97
Wheat flour.......................................................... 101 96 93 103
Sugar meltings, U. S. ports.......................... 108 136 135 113

93 101 103
Anthracite coal................................................... 84 112 92 105
Paper, newsprint............................................... 89 97 89 91
Printing activity............................................... 105 110 110
Tobacco products............................................. 105 108 105 l i7
Boots and shoes................................................. 93 97r 84r 97p
Tires..................................................... .................. 108 129 118 129
Automobile, passenger.................................... 104 97 102 172
Automobile, truck............................................. 89 107 82 164

♦Seasonal variation not allowed for p Preliminary r Revised
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Both exports and imports of merchandise showed con
siderable increases during January. Imports, valued 
at $371,000,000, were $32,000,000 larger than in De
cember and larger than in January of the past two years, 
despite lower prices on import commodities in general. 
Exports, valued at $491,000,000, showed an increase of 
$15,000,000 over December, instead of the usual sea
sonal decline, and were larger than in January of any 
year since 1921. The favorable balance of trade also 
was larger than in January of any year since 1921.

Compared with a year ago, exports of finished manu
factures showed an increase of $50,000,000, or about 30 
per cent; all other groups of exports showed gains. The 
volume of raw cotton exports showed a seasonal decline 
from December, but was greater than a year ago. Grain 
shipments abroad were valued at somewhat more than 
in the previous month and one-third more than in Jan
uary 1928.

Imports of crude materials increased in value 6 per 
cent over a year ago, due no doubt to the large volume 
of rubber imports. The volume of crude rubber im
ported was about 13 per cent above that of January
1928, and was the largest ever recorded. Quantity re
ceipts of raw silk were considerably above those of a 
year ago, or of the previous month. Combined imports 
of finished and partly finished manufactures gained 
about 18 per cent over a year ago.

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

Average daily car loadings of merchandise and mis
cellaneous freight declined somewhat less than usual in 
January, and loadings of bulk freight increased sub
stantially. The volume of foreign trade also increased 
after seasonal allowance. On the other hand, there is 
some evidence that retail trade, on an average daily 
basis, did not hold all of the gains made in December; 
sales of department stores in this district, mail order 
sales, and chain store sales declined more than usual.

Trading on the New York Stock Exchange was in very 
heavy volume, and bank debits in New York City in
creased further to a new high level, after seasonal allow

F o r e ig n  T r a d e ance. Debits in 140 centers outside of New York City, 
however, declined somewhat from the high level of De
cember.

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

Jan.

1928

Nov. Dec.

1929

Jan.

Primary Distribution
Car loadings, merchandise and misc......... 102 101 98 101
Car loadings, other........................................... 93 98 91 98

85 103 89 lOOp
102 104 106 113p

Panama Canal traffic...................................... 85 88 86
Wholesale trade................................................. 100 102 98 104 p

Distribution to Consumer
Department store sales, 2nd Dist.............. 99 97 101 96

lOOr 97r 93r 96r
98 102 108 92

Mail order sales................................................. 87 106 113 96
102 99 103 106

Advertising.......................................................... 87 95 93 95

General Business Activity
Bank debits, outside of New York City 107 108 115 108
Bank debits, New York C ity ....................... 142 173 183 185
Velocity of bank deposits, outside of New

York C ity ........................................................ 109 117 121 121
Velocity of bank deposits, New York City 140 191 201 202
Shares sold on N. Y . Stock Exchange. . . 234 393 330 442
Postal receipts.................................................... 88 84 89 85
Electric power.................................................... 102 107 102
Employment in the United States............ 95 98 98 98
Business failures................................................ 108 103 96 102
Building contracts, 36 states....................... 140 118 111 123
New corporations formed in N . Y . State 117 115 112 120

General price level............................................ 173 178 178 179
Composite index of wages............................. 221 224 226 224
Cost of living...................................................... 172 172 171 172

HOLLARS 
PE R  BUSHEL

DOLLARS 
PE R  CWT.

p Preliminary r Revised

C o m m o d i t y  P r i c e s

The general level of commodity prices has shown little 
change since December, but movements of individual 
commodities have been very erratic. This is a situation 
which has prevailed for more than a year; during this 
time, the Bureau of Labor Statistics index has fluctuated 
within a range of 4 points, but in January 1929 was at 
practically the same level as in October 1927.

The accompanying chart illustrates the wide fluctua
tions that have occurred in prices of individual commodi
ties, and especially the complete absence of any uniform
ity of movement between the commodities. As the 
diagram indicates, movements in the various commodi-

C F N T S  
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Movement of Prices of Selected Commodities, January 1928 to February 1929.
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ties have frequently been in opposite directions, and 
thus have tended to offset each other. In recent weeks, 
rubber has advanced substantially above the levels that 
have prevailed since last May, while hides have broken 
sharply to the lowest prices in nearly two years; wheat 
and hog prices rose to the highest levels in several 
months, while cattle prices declined to the lowest levels 
since the autumn of 1927. Important and conflicting 
movements have occurred also in commodities not shown 
in the chart. For instance, copper has advanced to 
successive new high levels since 1920; refined sugar has 
declined to the lowest price since 1922. A  composite of 
these widely varying prices, however, indicates com
paratively little change in the general level of com
modity prices.

W h o l e s a l e  T r a d e

Wholesale dealers in this district reported in January 
the largest increases in sales since October 1928. Sales 
of stationery, groceries, and shoes showed substantial 
increases over a year ago following decreases in Decem
ber. Machine tool sales continued to be considerably 
above a year ago, but as sales were in large volume in 
January 1928 the percentage increase was not as large 
as those reported a few months ago. Increases continued 
to be reported in the sales of drugs, paper, cotton goods, 
silk, and diamonds, while hardware and jewelry sales 
were below those of a year ago.

Stocks of silk goods and drugs remained larger than 
last year, but stocks held by cotton jobbers and shoe 
dealers continued to be smaller than last year. Hard
ware dealers reported the largest decrease in stock since 
December 1927.

Commodity

Percentage'! 
Change 

January 1929 | 
compared with 
December 1928 f

Percentage 
Change 

January 1929 
compared with 
January 1928

Per cent of 
Accounts 

Outstanding 
December 31 

Collected 
in January

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month

1928 1929

Groceries...........................
M en’s clothing...............
Cotton goods— Jobbers
Silk goods*.......................
Shoes..................................
Drugs.................................
Hardware..........................
Machine tools**............
Stationery........................
Paper.................................

+  3 .3  
+ 4 5 .7  
— 11.0  
+ 3 9 .8  
—  6 .8  
+ 4 3 .4  
— 2 9 .3  
+  6 .4  
+  7 .2  
+  6 .8  
+  9 .6  
— 6 6.6

—  0 .4

+ 1 5 .7
—  6 .5  
+ 1 5 .1  
+  5 .9  
+ 2 8 .4

+  5 .4
—  1 .9  
+  4 .8  
+  7 .3  
+  8 .8  
+ 2 8 .3
—  2 .2  
+ 3 4 .1  
+  7 .0  
+  5 .0  
+  1 .2  
—  7 .1

5 .1  
+ 1 5 .2  
— 13.9  

1 + 1 9 .6  
—  6 .1

7 2 .6
4 2 .7

5 0 .3  *
3 7 .2
5 1 .3  
50.1

67 ’.7  
6 4 .6

} 4 5 .6

73 .0
4 6 .3

47 *.8
3 9 .6
56 .4
51 .6

ei'.o
6 7 .4  

} 4 6 .4Diamonds.........................
Jewelry.............................. } —  2 .6 } —  4 .5

Weighted Average... + 1 2 .1 +  6 .4 5 4 .5 55 .9

* Quantity not value. Reported by Silk Association of America 
** Reported by the National Machine Tool Builders’ Association

D e p a r t m e n t  S t o r e  T r a d e

The total sales of leading department stores in this 
district showed an increase of 4 per cent over a year ago 
in January, but as there was one more selling day in 
January of this year the average daily rate of sales was 
no larger than in January 1928. Increases, however, 
occurred in Buffalo, Newark, and Southern New York 
State, even after allowance for the extra selling day.

Collections on charge accounts, for the sixth consecu
tive month, were better than a year ago, and stock turn
over was slightly higher than in January 1928.

Locality

Percentage 
h Change 

January 1929 
compared with 
January 1928

Per cent of 
Accounts 

Outstanding 
December 31 
Collected in 

January

Net
Sales

Stock 
on hand 
end of 
month

1928 1929

New York................................................................ +  4 .4  
+  6 .7  
—  5 .2

+  1 .9 55 .4 58 .3
+  0 .4  
+  2 .4

5 6 .3 5 4 .0
Rochester................................................................. 4 5 .8 4 8 .5

+  3 .6  
+  5 .6  
—  4 .3

—  2 .0
+  2 .4  
—  7 .6

4 9 ‘.8 50 ’.5
Bridgeport...............................................................

—  4 .6 —  4 .6 4i’.4 4 2 .7
Northern New York State........................... +  0 .1  

—  3 .3Central New York State..............................
Southern New York State............................ +  8 .3  

—  3 .0Hudson River Valley District.....................
Capital District................................................. — 16.7
Westchester District....................................... —  8 .6

All department stores......................................... +  3 .7 +  1 .9 52 .5 54 .1

Apparel stores........................................................ +  5 .6 —  5 .5 51 .3 5 4 .4

January sales and stocks in the principal departments 
are compared with those of a year ago in the following 
table.

Net Sales 
Percentage Change 

January 1929 
compared with 
January 1928

Stock on Hand 
Percentage Change 
January 31, 1929 

compared with 
January 31, 1928

Musical instruments and radio. . . . . . . . + 2 4 .4 — 3 3 .2
Cotton goods.................................................... + 1 6 .9  

+ 1 6 .4  
+ 1 2 .4  
+ 1 1 .1  
+ 1 0 .3  
+  9 .9  
+  9 .1  
+  6 .1  
+  5 .6  
+  5 .3  
+  5 .3  
+  4 .1  
+  2 .7  
+  1 .0  
—  3 .9

—  2 .4
+  5 .3  
+ 1 1 .4  
—  9 .2

Toilet articles and drugs..............................
M en’s furnishings................................

+  3 .2  
+ 1 1 .9
—  0 .9  
+  3 .8  
+  2 .4  
+ 1 2 .3
—  3 .8

Books and stationery....................................
W omen’s ready-to-wear accessories. . . .

Luggage and other leather goods.............
Home furnishings............................................
Linens and handkerchiefs............................
Toys and sporting goods............................. +  2 .4  

+  8 .4  
—  8 .7

Women’s and Misses’ ready-to-wear.. .  
Silverware and jewelry.................................
M en’s and Boys’ wear.................................. +  3 .1  

+  2 .7  
— 10.2

Silks and velvets............................................. — 11.8
Woolen goods................................................... — 19.8
Miscellaneous................................................... —  3 .4 —  1 .9

C h a i n  S t o r e  S a l e s

The total January sales of reporting chain store sys
tems in this district showed increases in all lines. Gro
cery chains showed the largest increase since last 
October, and the sales of shoe chains were larger than in 
any month since September.

Type of Store

Percentage Change January 1929 
compared with January 1928

Number of 
Stores

Total
Sales

Sales per 
Store

+  1 .2  
+  9 .8  
+  9 .1  
+  5 .8  
+  9 .2  
+ 1 6 .3  
+ 1 2 .3

+ 1 1 .8  
+  5 .7  
+ 1 2 .8  
+  0 .2  
+ 1 6 .2  
+ 1 5 .4  
+  0 .3

+  4 .2  
—  3 .7Ten cent..........................................................................

Drug................................................................................. +  3 .4  
—  5 .3Tobacco...........................................................................
+  6 .4  
—  0 .7Variety.............................................................................
— 10.7

T o ta l............................................................................ +  5 .8 +  8 .8 +  2 .8
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Minerals Combined, Adjusted for Seasonal Vari
ations (1923-25 average =  100 per cent).

PERCENT

Wholesale Price Index of United States Bureau of 
Labor Statistics (1926 average =  100 per cent).

BILL10N5 of HOLLARS

Figures for 12 Federal Reserve Banks (Latest 
Figures are Averages of First 23 days 

of February).

19£5 1926 1927 1928 1929 
Money Rates in the New York Market.

Business C onditions in the U nited States
(Summarized by the Federal Reserve Board)

T l/f  ANUFACTURING and mining increased in January and the first part of 
1 * 1  February, while building continued to decline. Wholesale commodity 
prices rose slightly. Reserve Bank credit declined between the middle of 
January and the middle of February reflecting chiefly a reduction in reserve 
balances of member banks.

P r o d u c t io n

Industrial production increased in January and continued to be larger than 
a year ago. Output of pig iron, steel ingots, and automobiles was in record 
volume for January. The high rate o f steel activity reflected large purchases 
from automobile manufacturers and also increased demand from railroads. 
Domestic output of refined copper, while continuing in large volume, was some
what lower in January than in December. Activity of textile mills increased 
considerably in January. In the mineral group, output of copper ore, bitumi
nous coal, and petroleum was exceptionally large, and anthracite coal and tin 
also increased.

In the first part of February preliminary reports indicate the maintenance 
o f a high level of industrial activity. Steel plants operated at a high per
centage of capacity; the output of coal continued large and employment in 
Detroit factories increased. The production of petroleum, however, declined 
slightly in the middle of February.

Building activity declined in January for the third successive month, reflect
ing primarily a large reduction in awards for residential building, while com
mercial building awards increased somewhat. The value of building contracts 
let during the first six weeks of the year was substantially lower than in the 
corresponding period of either 1928 or 1927.

T r a d e

Shipments of freight by rail increased during January and the first two 
weeks of February and were larger than a year ago. The increase during Jan
uary reflected primarily larger shipments of coal and coke and livestock. Sales 
by wholesale firms were seasonally larger in January and above the level o f a 
year ago. Department store sales declined less than is usual at this season and 
were considerably larger than in January 1928.

P r ic e s

The general level o f wholesale prices rose somewhat in January. Prices of 
grains, livestock, and meats advanced, and there were also price advances in 
steel, automobiles, and copper. A decrease in the group index for building 
materials reflected reductions in the prices of lumber and brick, and prices of 
pig iron, silk, cotton, and petroleum also declined. Among the raw materials, 
rubber advanced sharply in price, while silk, cotton, and hides declined. During 
the first half of February, the price of copper advanced to a new high level, 
and the price o f rubber continued to rise. Among the agricultural commodi
ties, prices of wheat, corn, and hogs rose, while sugar and cattle declined 
slightly.

B a n k  C r e d it

On February 20 total loans and investments of member banks in leading 
cities were nearly $90,000,000 smaller than in the middle of January, owing 
chiefly to reductions in the banks * investment holdings. After the first week 
in February, security loans declined, while all other loans, largely commercial, 
increased somewhat in February.

During the five weeks ended February 20, a decline in the reserve balances 
of member banks, together with a considerable inflow of gold from abroad and 
some further decline in the demand for currency, were the chief factors 
accounting for a decline of $173,000,000 in the volume of Reserve Bank credit 
in use. A large decline in Reserve Bank holdings of acceptances and U. S. 
securities was offset in part by a small increase in the volume of member bank 
borrowing.

Open market rates on bankers acceptances and commercial paper advanced, 
while rates on collateral loans showed little change.
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S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York April 1 , 1929

M o n e y  M a r k e t  i n  M a r c h

The course of money rates during March reflected a 
continued demand for funds to finance security trans
actions at a time when commercial requirements for 
funds were approaching their spring peak. The volume 
of brokers loans rose to new high levels during the 
month and although the additional supply continued to 
be furnished for the most part by lenders other than 
domestic banks, increasingly high call loan rates were 
required to attract sufficient amounts.

In the first week of March, a substantial increase in 
brokers’ borrowings, coincident with the loss of funds to 
New York which frequently occurs in inter-district set
tlements early in the month, caused an advance in the 
call loan rate to 12 per cent. In the second week, a 
return flow of funds together with a temporary gain of 
funds to the market due to Government redemptions of 
maturing securities in excess of tax collections- caused a 
decline to 6 and 7 per cent. Subsequently as income 
taxes were collected rates advanced to 9 and 10 per 
cent, and, in the final week month-end demands and 
transfers to other districts following a renewed increase 
in brokers’ borrowings to new high levels caused an ad
vance to 20 per cent, the highest call loan rate since 
February 1920.

Commercial rates continued to move to higher levels. 
An insufficient investment demand to absorb the supply 
of new paper at the rates prevailing at the beginning 
of the month, and the difficulty experienced by dealers 
in obtaining the funds with which to carry their 
portfolios, were reflected in a net increase in rates on 
bankers acceptances of *4 per cent. There was also a 
gradual upward revision of commercial paper rates, the 
net effect of which was a general advance of *4 Per cent. 
Rates charged on commercial loans directly to customers 
by leading New York City banks were also advanced 
!/4 per cent in several instances. The net changes in the 
various money rates during the month and during the 
past year are shown below.

Money Rates at New York

Mar. 30, 1928 Feb. 28, 1929 Mar. 28, 1929

Call money....................................................... *4H ~5

4 - 4 ^
3 % 

t4 .31

3 .24

4

3/4

*6J^-10
7H

5 X  
f 5 .50

4 .4 5
4 .6 7

5

5Vs

*8-20  
**8 H  

5 3^-6

t5 .6 0

4.89
4 .88

5

5y2

Time money— 90 d a y .................................
Prime commercial paper............................
Bills— 90 day unindorsed..........................
Customers’ rates on commercial loans. . 
Treasury certificates and notes

Maturing June 1 5 .....................................
Maturing September 1 5 .........................

Federal Reserve Bank of New York 
rediscount rate...........................................

Federal Reserve Bank of New York 
buying rate for 90 day bills..................

H5 Prmroilinrr i»ofo

E x p a n s io n  o f  T im e  D e p o s it s  H a l t e d
Accompanying the rapid increase in brokers loans for 

“  others/ 9 the accumulation of time deposits in weekly 
reporting member banks, which had been proceeding 
steadily and rapidly for several years, has ceased en
tirely for nearly a year. The diagram below shows that 
time deposits in these banks are now the smallest since 
the end of April last year and that the recent trend has 
been slightly downward. While the precise source of 
funds placed in the call loan market by “ other lenders’ 9 
is not known, it appears not unlikely that the high rates 
offered for call loans during the past year have attracted 
funds that would otherwise have been placed in time 
deposits in member banks.

The tendency in the security holdings of reporting 
banks has been somewhat similar to that of time de
posits. There was some liquidation during the latter 
half of last year, and investments of banks in this dis
trict and elsewhere have shown a renewed decline dur
ing the past two months until subscriptions to the new 
issue of Treasury certificates on March 15 caused a tem
porary rise in security holdings. On March 20 the in
vestments of reporting banks in the Second District 
were 58 million dollars smaller than a year previous, 
and in other districts were 119 million smaller. Hold
ings of U. S. Government securities were somewhat 
larger than a year ago, while holdings of other securi
ties were considerably smaller. This absence of increase 
in bank investments has been an important adverse in
fluence upon the bond market.

BILUONSofnOlLARS

t  Average rate of leading banks at middle of month 
** Nominal quotation
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Loans on securities made by banks in this district 
have shown irregular fluctuations but little net change 
since the liquidation of temporary year-end borrowings 
in the first half of January, but security loans of report
ing banks in other districts have shown a gradual but 
steady increase and are now more than 250 million dol
lars larger than at the beginning of the year. The 
increase has been principally in direct loans to cus
tomers and very little in loans to brokers.

C o m m e r c ia l  C r e d it  R e q u ir e m e n t s  
An active demand for short-term credit to finance 

agriculture and business has been reflected during the 
past two months in a substantial increase in the loans 
other than security loans made by reporting member 
banks to their customers. The increase since the end of 
January has amounted to 226 million dollars, an in
crease nearly as large as that which occurred in the 
corresponding period last year and considerably larger 
than that of previous years. Banks in the Second Dis
trict increased loans of this type 190 million dollars 
between January 30 and March 20, and smaller in
creases occurred in most of the other districts.

Loans Other than Security Loans o f W eekly Reporting Member Banks 
in 1929, Compared with 1928 and 1927

B il l  M a r k e t
The supply of new bills offered to the market in

creased substantially in March and during the first three 
weeks of the month was considerably in excess of the 
investment demand. Reflecting this situation, the 
dealers’ portfolios of bills mounted somewhat above the 
low levels at the end of February. On March 21, deal
ers’ bid and offered rates were advanced %  per cent, 
and on March 25, a further %  per cent. A t 5 %  per 
cent for unendorsed 90 day bills and at correspondingly 
increased rates for other maturities, the buying demand 
for bills increased to such an extent that on March 27 
the dealers’ rates were lowered by %  per cent, thereby 
canceling the increase instituted two days before. 
Dealers’ portfolios toward the end of the month again 
were down to a relatively low figure which compared 
closely with their holdings a month earlier.

During March, bill maturities from the Reserve Sys
tem’s portfolio exceeded new purchases by about 
$120,000,000, following a somewhat smaller reduction in 
February, and at the end of March the System’s port
folio of purchased bills was over $135,000,000 smaller 
than a year ago.

The American Acceptance Council survey of the vol
ume of dollar acceptances outstanding in this country 
shows that the total on February 28 was $1,228,000,000, 
a decrease of $51,000,000 from the figure for the end of 
January. Notwithstanding this decrease, the volume 
was $172,000,000 higher than a year ago.

C o m m e r c ia l  P a p e r  M a r k e t
Open market commercial paper rates advanced fur

ther during March from a range of 5 % -5 %  per cent at 
the beginning of the month to 5 % -6  per cent at the 
close. The offering of the higher rates for prime ma
terial, which became general shortly after the middle of 
the month, resulted, however, in no appreciable increase 
in the bank investment demand for paper. In view of 
the limited interest evidenced in dealers’ offerings by 
the banks throughout the country, leading commercial 
paper houses were not anxious to acquire additional 
supplies of new paper from industrial and mercantile 
concerns.

Reports received by this bank from 23 commercial 
paper firms indicate that the outstandings of paper in
creased 1 per cent further during February, and at the 
end of that month totaled $411,000,000. As compared 
with a year ago, the amount of financing being trans
acted through the commercial paper market is 2 7 %  per 
cent smaller.

C e n t r a l  B a n k  R a t e  C h a n g e s

Since the discount rate of the Federal Reserve Bank 
of New York was last raised on July 13, 1928, sixteen 
central banks have changed their official rates, twelve 
revising them upward and four downward. In the 
latter category are Bulgaria and Greece, which were en
couraged to take this step by the success of their respec
tive stabilization programs, Germany, where funds had 
for some time been abundant, and Chile where the cen
tral bank discount business was being transferred from 
the trading community to the member banks. The cen
tral banks which have increased their rates in this 
period are: Austria, England, Finland, Hungary, Italy, 
the Netherlands, Spain, and Sweden, in Europe; India 
and Java, in the Far East; and Colombia and Peru, in 
South America. There is no doubt that in every case 
the reason for the increased rate can be traced directly 
or indirectly to the influence of higher money rates in 
New York, especially the high call loan rates.

During the month just ended, central bank rates 
were increased as follows:

Bank of Italy, from 6 to 7 per cent on March 14, the 
last prior change having been an increase of %  per cent 
on January 7, 1929. The new rate is the result of 
stringency in the money market following upon a neces
sary contraction in circulation and deposits, due to the 
gradual reduction of the bank’s reserve assets. The 
Netherlands Bank rate went up 1 per cent to 5 %  per 
cent on March 25, the earlier rate having been in force
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since October 13, 1927. The statements of this bank 
have recently shown a heavy increase in the bill port
folio, and a loss of foreign assets consequent upon the 
pressure upon guilder exchange in New York and Lon
don. The Reserve Bank of Peru increased its rate, 
which had been 6 per cent since May 17, 1928, to 7 per 
cent on March 6 ; and the Bank of the Republic of 
Colombia raised its rate to 8 per cent on March 18 from
7 per cent, where it had stood since May 15, 1924.

F o r e i g n  E x c h a n g e

The general weakness of the foreign exchanges in 
March was strikingly illustrated by the course of the 
exchanges of two countries whose central banks raised 
their discount rates a full point during the month. On 
March 1 the Dutch guilder was quoted at $.4005, fifteen 
points below par, around which level it was maintained 
until the announcement of the increased bank rate on 
March 25, when it rose to $.4009, and relapsed the next 
day to $.4007, where it stood at the close of the month. 
The rise in the Bank of Italy rate failed in even greater 
degree to improve their exchange: the lira opened at 
$.0523 23/32, fell away to 9 /32  on March 9, rose to 
59/64 upon the announcement of the rate rise on the 
14th, and slid off to $.0523 21/64 towards the end of 
the month.

Gold shipments also were made in certain cases with
out being followed by material strengthening of the 
exchanges. The reichsmark started the month at 
$.2372 4 3 /6 4 ; it was down to $.2372 1 /32  on March 
8, recovered somewhat on the announcement of the 
shipments of gold to New York, fell after the arrival 
of the gold, and reached a new low at $.23711/2 at the 
close of the month. The Argentine peso was another 
exchange which was not advanced by the shipment of 
gold: despite two arrivals, one on March 14 and another 
on the 27th, it failed to recover the loss of 12 points 
sustained between the first and the 13th of the month. 
The Canadian dollar, 17/32 off at the beginning of 
March, dropped to a discount of 57/64 on the 14th and 
fluctuated widely, closing the month at 31/64 off. The 
Spanish peseta, which has been subject to abnormal in
fluences, touched a new low for this year at $.1465 on 
March 8 ; it later rose 44 points on March 14-15, slumped 
again, and recovered to $.1514.

The pound sterling in March was dull and steady. 
It opened the month at $4.85^4, fell on the 9th to 
$4.85 7/16, and closed the month at $4.85 15/64. French 
francs were steady, firming slightly toward the end of 
the month, which is usual as the French banks gener
ally bring home some of their foreign balances at such 
times. W ith the exception of the continued weakness 
of the Japanese yen, which fell off some 50 points by 
the 6th and recovered 30 points to $.4458 on March 29, 
the other exchanges require no special mention.

G o l d  M o v e m e n t

The effects of high money rates in New York and 
consequent weakness in the foreign exchanges were re
flected in a continued inflow of gold during March. 
Two shipments from Germany aggregating $16,486,000, 
two from Argentina totaling $4,500,000, and one from

Canada of $1,500,000 made up the bulk of United States 
imports of gold in March, and exports were negligible.

Preliminary totals for the month are: imports 
$23,000,000; exports, $1,000,000; net decrease in ear
markings, $7,500,000; net gain to the country, $29,500,- 
000. The net gain of gold since January 1 is calculated 
at $37,500,000.

N e w  F i n a n c i n g

Total domestic new security issues in February were 
slightly smaller than in the previous month, but were 
about one-third larger than in February 1928, according 
to a compilation of the Commercial and Financial 
Chronicle. Excluding refunding issues, the increase 
over a year ago amounted to about 60 per cent; munic
ipal and State financing was much smaller than last 
year, while domestic corporate issues were virtually 
twice as large. Notwithstanding the large offerings of 
new securities in recent months, it appears that domestic 
mercantile and industrial corporations have been receiv
ing comparatively small amounts of new working capital 
from the proceeds of these issues.

An analysis made by the Standard Statistics Com
pany indicates that out of a total volume of over $2,500,- 
000,000 of new securities issued during the first two 
months of this year, the net amount of new capital paid 
into the treasuries of commercial and industrial cor
porations in this country from the proceeds was less 
than one-fifth of that amount— about $493,000,000. The 
large remainder in these months included a wide variety 
of issues; securities of investment trusts and holding 
companies, the proceeds of which were to be used for 
the purchase of other securities; securities issued to 
refund maturing securities of the same type, or to re
place securities of another type (for instance, common 
stocks issued to replace bonds); securities issued to re
place bank loans, sometimes with the result of substitut
ing non-interest-bearing stocks for interest-bearing in
debtedness; securities issued in exchange for previously 
existing securities, in cases of mergers and consolida
tions; stocks of banks, insurance companies, and other 
financial organizations.

For comparative purposes a similar study of security 
issues in the first two months of 1925 was made. The 
results indicated that out of a total of $900,000,000 of 
new issues in that period, $543,000,000 represented 
actual new capital for commercial and industrial pur
poses. An important factor in the large increase in 
other issues between the two periods was an increase 
from $132,000,000 in January and February 1925 to 
$1,282,000,000 in the same months of 1929 in the amount 
of new issues floated by investment trusts, holding and 
financial operating companies, and banks and insurance 
companies. These figures indicate that the proportion 
of the proceeds of new issues used to promote financial 
operations has increased greatly, while the proportion 
used to finance industry and trade directly has been 
much reduced.

This bank’s compilation of new foreign issues floated 
in this market during February indicates a slight in
crease over January, but a volume less than half that 
floated in February 1928.
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Reports of earnings of 574 industrial and mercantile 
concerns show that net profits of these companies in 
1928 totaled 24 per cent more than in 1927, and 15 per 
cent more than in 1926, the previous high year of in
dustrial profits. These figures are perhaps somewhat 
more favorable than would be shown by a more complete 
tabulation. The 574 companies included constitute, of 
course, only a small fraction of all industrial establish
ments in the country and in the past the returns from 
all companies have presented a less favorable situation 
than have the returns from the companies included in 
these compilations.

The course of industrial profits during 1928 appears 
to have differed somewhat from that of the two previous 
years, when in each year the peak was reached in the 
second quarter, and was followed by sharp declines in 
the third and fourth quarters. In 1928, third quarter 
earnings were slightly above those of the second quarter 
and profits in the final quarter showed much less reduc
tion from those of the preceding quarter than in 1926 
or 1927.

An important part of the very large gain in 1928 
profits over the previous year was due to recoveries that 
occurred in the profits of a limited number of groups, 
including the oil companies, whose 1928 profits were 
nearly twice as large as in the previous year but ap
proximately the same as in 1926; the steel and motor 
accessories industries; the meat packing concerns, which 
virtually recovered the ground lost in 1927; and the 
copper companies, which doubled their net earnings 
from 1927 to 1928, following a moderate decline in 1927. 
Similar recoveries were also reported by the machine 
and machine manufacturing, metal and mining (exclu
sive of coal and copper), and paper groups. The build
ing supplies and coal companies showed some improve
ment in 1928, but failed to regain the 1926 level.

Important groups that showed a further expansion of 
net profits from 1927 to 1928, following an increase in 
1927 from the preceding year, were the motor concerns, 
a number of the food and food products companies, and 
the tobacco, printing and publishing, amusement, cloth
ing, chemical and drug, electrical equipment, radio,

B u s in e s s  P r o fits

RUBBER
STEEL OILS

Li]

M O TO R S

shipping, and stores groups. The rubber companies 
showed a large reduction in net profits from 1927 to 
1928, and leather and shoe, silk, and miscellaneous tex
tile concerns likewise reported declines, following in
creases in the previous year. The only important type 
of company to have a continued decline through the 
two years was the railroad equipment group.

Net operating income of telephone and other public 
utility companies continued to increase in 1928, and at 
a faster rate than in 1927. Net operating income of 
Class I railroads was 10 per cent larger than in 1927, 
but remained smaller than in 1926.

(Net profits in thousands of dollars')

Corporation Groups
Num

ber 1925 1926 1927 1928

Steel companies...................... 28 160,302 214,618 162,452 236,019
R. R. equipment.................... 15 23,322 45,502 35,860 27,478
Oils............................................... 46 347,058 369,740 194,525 371,472

19 243,502 293,934 327,834 371,207
Motoraccessories (exel. tires) 29 48,200

88,789
41,099 37,080 61,554

14 38,129 59,389 19,046
Bakery products..................... 7 39,556 40,240 43,212 46,455
Dairy products....................... 6 9,870 10,965 11,489 15,830
Confectioners........................... 8 9,912 8,863 7,421 8,801
Meat packing..........................
Other misc. food products.

6 35,363
98,475

31,373 18,695 31,079
31 114,252 116,842 131,203
15 91,077 98,302 102,253 106,455

Leather and shoes.................. 13 24,962 23,187 30,078 26,748
8 8,195 8,439 8,007 10,256

Printing and publishing...  . 11 26,780 27,157 29,037 33,274
Amusement.............................. 10 22,255 23,965 26,600 37,616

6 5,139 4,822 5,149 7,479
Silk............................................... 8 6,613 5,445 5,770 4,220
Other misc. textiles.............. 28 15,339 6,439 20,473 15,351
Metal and mining (excl. coal 

and copper)......................... 24 61,094 67,247 58,451 73,948
Coal............................................. 13 8,506 14,222 700 6,838

71,50811 24,191
46,508

39,952 35,368
Machine and machine mfg.. 35 56,441 53,358 58,765
Chemical and drugs.............. 21 69,880 86,001 95,542 114,503
Electrical equipment............ 8 41,028 42,306 42,766 50,611
Radio.......................................... 5 4,036 8,349 10,779 23,398

7 12,683 16,000 15,974 16,841
6 3,224 4,209 4,370 4,834

Building supplies.................... 37 108,360 111,188 94,160 98,889
31 110,464 122,581 140,341 146,304

Miscellaneous industries. . . 68 145,325 178,149 193,464 243,920

Total 31 groups.................. 574 1,940,008 2,153,116 1,987,439 2,471,902

Telephone (net operating in-
227,566 252,24494 186,778 212,225

Other public utilities............ 95 * 715,153 775,177 868,703

Total public utilities. . . . 189 927,378 1,002,743 1,120,947

Total 33 groups............. 763 3,080,494 2,990,182 3,592,849

Class I R. R. (net operating
1,193,134184 1,138,632 1,253,004 1,085,142

FO O D &  
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TOBACCO
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M IN IN G - 
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1926 1927 1928 1926 1927 1928 1926 1927 1928
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1926 1927 1928

Annual Net Profits of Industrial, Mercantile, and Public Utility Corporations, and Net Operating Income of Class I Railroads in 1928,
Compared with 1927 and 1926 (1926 =  100 per cent)
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Stock prices drifted irregularly during the first part 
of March, but, around the middle of the month, repre
sentative industrial stock averages again rose to new 
high levels. Shortly after the 15th, the market showed 
a downward tendency, which culminated in a sharp 
break in stock prices in the last week of the month. From 
the lowest levels reached on this reaction there was a 
substantial recovery, but at the end of the month the 
general average of stocks and the industrial average re
mained about 2 and 3 per cent, respectively, below the 
mid-March levels. Average prices of railroad and public 
utility stocks at the end of the month were 6 ^ 2  and 4 %  
per cent, respectively, below their highest levels reached 
in late January and early February. The turnover on 
the New York Stock Exchange on one day rose to over
8 million shares, a new high figure, and for the month 
averaged about 4.8 million shares daily, a considerably 
heavier volume of sales than in February.

Buying interest in bonds continued limited in March, 
and, except for a slight rally around the middle of the 
month, prices declined further. Domestic corporation 
bond prices dropped about one point further on the 
average, and reached the lowest level since April 1926. 
The current decline in bond prices which began in the 
spring of last year and which has been in progress ever 
since, with the exception of a period of partial recovery 
from August to November of last year, has accompanied 
progressively firmer money conditions.

F o r e i g n  T r a d e

Exports of merchandise showed less than the usual 
seasonal decline in February, while imports showed a 
slight increase. Exports, valued at $444,000,000, were 
larger than in the corresponding month of any year 
since 1921; imports, valued at $371,000,000, were larger 
than in February of any year since 1926.

Exports of finished manufactures as a whole con
tinued to show large gains— about 37 per cent over 
February of last year. A ll other groups of exports, 
except crude materials, also increased. Grain shipments 
abroad were larger, both in volume and in value, than 
a year ago, although seasonally less than in January. 
The value of the exports of total petroleum products 
also showed a considerable gain over February 1928. 
Compared with a year ago, the volume of exports of 
raw cotton was somewhat smaller, but the volume of 
cotton manufactures was larger, and, as a result, there 
was a slight increase in the total value of the exports 
of cotton and its finished products.

Increases over a year ago in the value of imports were 
general among the principal groups. The largest dollar 
gain, however, was in the imports of crude materials. 
The volume of crude rubber receipts surpassed the pre
vious monthly high record in January, and was more 
than double the rather small volume of a year ago, but 
the lower price of rubber this year partly offset the 
effect of the increase in quantity. Raw silk was imported 
in smaller volume than in January or in February a 
year ago.

S e c u r ity  M a r k e t s E m p l o y m e n t  a n d  W a g e s

Factory employment both in New York State and 
in the country as a whole increased more than usual in 
February, and this bank’s index, adjusted for the usual 
seasonal variations, equaled that of last August, which 
was the highest since September 1927. In New York 
State the increase in the number of factory workers 
employed was the largest February increase since 1922. 
The increase may be attributed partly to the early oc
currence of Easter this year and partly to further im
provement in the metals industries.

As is shown in the accompanying diagram, the num
ber of employees in New York State factories has in
creased substantially from last year’s low levels; pay
rolls also have shown a considerable increase, and 
reached the highest level since March 1927. The larger 
increase in payrolls than in the number of workers 
employed reflects a renewed increase in individual earn
ings, which have shown a general upward tendency for 
several years, and in February were only slightly below 
the record established in December 1928.

TER CENT

B u i l d i n g

Building contracts in the New York and Northern 
New Jersey district declined further in February and 
were only a little more than half as large as a year ago. 
The reduction from February 1928 was the result pri
marily of a curtailment of residential building activities, 
including a reduction in hotel contracts to a very small 
amount and a decline of nearly one-half in apartment 
house contracts.

For 37 States east of the Rockies the F . W . Dodge 
report indicates that the total volume of building and 
engineering contracts awarded during February was 22 
per cent smaller than in February 1928, following a de
cline of 4 per cent in January, and the weekly reports 
have indicated a daily average of building contracts 
during the first three weeks of March about one-fifth 
smaller than a year ago. The February decline was 
due chiefly to large reductions in the New York and 
Chicago districts, and was attributed principally to a 
large reduction in speculative residential building.
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Residential building contracts in February were 46 per 
cent below the unusually large volume of a year ago, 
and were also somewhat smaller than in the correspond
ing month of the previous four years. Contracts for 
public works and utilities were close to the February
1928 volume, and all the other principal classes of non
residential construction were larger than a year ago. 
Tendencies in March were much the same, residential 
building contracts remaining smaller than a year ago.
C o m m o d i t y  P r i c e s

The Bureau of Labor Statistics all commodity whole
sale price index declined in February to the level of 
November and December, which was about midway be
tween the 1926 average and the low level of the spring 
months of 1927. The February decline was almost en
tirely accounted for by renewed weakness in live stock, 
meats, and hides. Among other commodities, declines 
in fuels, farm products, and some of the textiles were 
nearly balanced by continued advances in metals and 
building materials, and an upturn in grains. The metals 
group reached the highest level since March 1925.

As is shown in the accompanying diagram, the recent 
wide fluctuations of live stock and their products, in
cluding hides, and leather and leather products, have 
been a major factor in the movement of the general 
commodity price index. The 1928 high point of Sep
tember and the subsequent decline in the Bureau of 
Labor Statistics index were almost, if not entirely, a 
result of the sharp advances and declines in live stock 
and their products. Metals, fuels, and building mate
rials have shown the most consistent advances during 
the past year; a rather steady downward trend in these 
groups from the close of 1926 to January 1928 was 
followed by a gradual but steady upward movement 
until in December 1928 they averaged 4 points above 
the level of January 1928, though they remained more 
than 7 points below the 1926 average. Since December, 
however, declines in fuels have offset increases in metals 
and building materials, so that the upward movement 
in the combined index for these groups has not con
tinued. In March tendencies in commodity prices have 
continued to be highly irregular.

P E R  C E N T

/  \ l i v e S t o c k  &  P r o d u c t s

\

L S  A i t c y n m o d cb iz s

Me
r ta i5 &  
te r ic d s  x___

1927 1928 1929
U. S. Bureau of Labor Statistics Wholesale Commodity Price Index and 

Group Indexes for Commodities Which Have Most Largely Affected 
the Composite Recently (1926 =  100 per cent)

P r o d u c t i o n

Productive activity in leading industries showed prac
tically no change in February from the high level of 
January, after adjustment is made for the usual sea
sonal changes. Average daily production of pig iron 
increased to the highest level for any February except
ing 1925, and after seasonal and growth allowance was 
the largest for any month since May 1926. Average 
daily production of steel ingots reached a new high 
record not only for February but for any month, and 
after seasonal and growth allowance was the largest 
since December 1925. Average daily production of bi
tuminous coal increased, whereas usually there is a 
decline, and anthracite coal increased slightly. Total 
petroleum production reached a new high level for the 
month of February.

Production of passenger automobiles increased fur
ther to a new high level, about 1.7 per cent above the 
previous record of last August, but output of motor 
trucks increased less than is usual in February.

Cotton consumption, after seasonal and growth allow
ance, increased to the highest level since November 1927, 
but silk consumption declined somewhat from the high 
level of January. Declines were also shown, after sea
sonal allowance, in production of newsprint paper, lum
ber, cement, and tobacco products, and in animal 
slaughterings.

According to current trade reports, it appears that, in 
spite of some irregularity, productive activity as a whole 
continued at a high level in March. The steel mills con
tinued to operate at close to capacity, and it seems to be 
practically assured that total March production will 
break all previous monthly records. Production of auto
mobiles and of copper also appears to have been in un
usually large volume, and output of lumber showed a 
seasonal expansion.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

Feb. Dec. Jan. Feb.

Producers’ Goods
Pig iron................................................................. 105 113 113 116
Steel ingots.......................................................... 115 118 113 122
Cotton consumption........................................ 104 94 106 107
Woolen mill activity*.....................................
Silk consumption*............................................
Petroleum............................................................

88
124
115

93
112
113

96
127
116

95p
109
118p
99Bituminous coal................................................ 86 89 92

100 109 112 110
103 83r 89 79

Copper, U .S . M ines....................................... 104 122 120r 130
107 98 105
94r 89r 83 r l l l r

Tin deliveries...................................................... 88 114 141 100
Leather, sole....................................................... 112 104 104 102

114 126 136 106
Paper, total......................................................... 109 102 108

109 99r 109

Consumers' Goods
Hogs slaughtered.............................................. 126 103 106 96
Cattle slaughtered............................................ 100 75 91 85
Sheep slaughtered............................................. 114 99 108 103
Calves slaughtered......................................... 98 85 87 77
Farm produce shipped................................. 105 97 109 103
Wheat flour......................................................... 115 93. 103 103
Sugar meltings, U. S ports........................ 76 135 113 90
Gasoline................................................................ 99 103 101
Anthracite coal..................................................
Paper, newsprint...............................................

85
95

92
89

106
91

107
86

Printing activity............................................... 104 110 115
Tobacco products............................................. 107 105 117 107
Boots and shoes................................................. 103 84 96 93 p

126 118 129
Automobile, passenger.................................... 128 102 171r 175
Automobile, truck............................................ 92 82 164 155

* Seasonal variation not allowed for p Preliminary r Revised
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It appears that both primary distribution and retail 
trade increased in February after allowing for the usual 
seasonal changes.

February indexes of business activity are compared 
with those of recent months and a year ago in the 
following table.

In d e x e s  o f  B u s in e s s  A c t i v i t y

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

Feb. Dec. Jan. Feb.

Primary Distribution
Car loadings, merchandise and misc......... 104 98 101 103
Car loadings, other.......................................... 96 91 98 104
Exports.................................................................. 90 89 99 105p
Imports................................................................. 107 106 114 117p
Panama Canal traffic...................................... 102 86 95
Wholsesale trade............................................... 102 98 104 lOOp

Distribution to Consumer
Department store sales, 2nd Dist.............. 97 101 96 101
Chain grocery sales.......................................... 100 93 96
Other chain store sales................................... 102 108 92 99
Mail order sales................................................. 89 113 96 102
Life insurance paid for................................... 100 103 106 104
Advertising.......................................................... 98 93 95 98

General Business Activity
Bank debits, outside of N . Y . C ity .......... 102 115 108 112
Bank debits, New York C ity ...................... 135 183 185 187
Velocity of bank deposits, outside of

New York C ity ............................................. 104 121 121 125
Velocity of bank deposits, New York City 138 201 202 210
Shares sold on N. Y . Stock Exchange.. . . 196 330 442 313
Postal receipts.................................................... 95 89 85 87
Electric power.................................................... 107 103r 106
Employment in the United States............ 96 98 98 99
Business failures................................................ 114 96 102 102
Building contracts, 36 States....................... 151 111 123 108
New corporations formed in N. Y  State. 127 112 120 119

General price level........................................... 173 178 179 179
Composite index of wages............................. 221 226 224 225
Cost of living...................................................... 170 171 172 170

V Preliminary r Revised

W h o l e s a l e  T r a d e

The average February sales of reporting wholesale 
firms in this district were only slightly higher than a 
year ago, due partly to one less business day than in 
February 1928. Increases continued to be reported in 
sales of drugs, paper, machine tools, and shoes; the in
crease in the shoe sales was one of the largest in recent 
years. Jewelry sales, following decreases for nine con
secutive months, showed a substantial increase over a 
year ago, while the sales of diamonds showed a small 
decline for the first time in four months. Decreases com-

Commodity

February 1929 
compared with 
January 1929

Percentage 
Change W* 

February 1929 
compared with 
February 1928

Per cent of 
Accounts 

Outstanding 
January 31 
Collected 

in February

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1928 1929

Groceries...........................
M en’s clothing......... ..
Cotton goods— Jobbers.
Silk goods*.......................
Shoes...................................
Drugs..................................
Hardware..........................
Machine tools**.............
Stationery.........................
Paper...................................

— 12.7
+ 5 4 .2
+ 2 4 .3
—  9 .4  
+ 1 3 .4  
— 2 2 .7
—  2 .6  
+ 1 5 .1
—  9 .8
—  4 .0  
— 26.0  
+ 2 9 .8

—  0 .2

+  ’ 6 .9  
—  4 . 6r 
+  4 .8  
+  7 .4  
+  3 .1

—  4 .1  
— 11.1
—  7 .8
—  3 .1  
+ 1 7 .4  
+  9 .7
—  9 .9  
+ 6 7 .4
—  5 .8  
+  3 .2
—  3 .5  
+  7 .0

+  4 .6

—  7 .8  
+  1 5 .5r 
— 17.3  
+ 2 1 .6
—  9 .7

70 .5
40 .7

’ 4 8 .3
34 .8
4 4 .9  
4 1 .7

74 .9  
66 .3

) 2 5 .2

6 5 .8
4 1 .4

* '4 3 ‘ 2
29 .3  
39.0
37 .4

* *76 A
64 .4

j 26 .2Diamonds..........................
Jewelry............................... j -  1 .5 j—  5 .3

Weighted Average.. +  7 .8 +  0 .9 5 0 .9  | 4 7 .8
* Quantity not value. Reported by Silk Association of America 

* * Reported by the National Machine Tool Builders’ Association 
r Revised

pared with sales in February 1928 were reported also in 
sales of groceries, men’s clothing, cotton goods, silk 
goods, hardware, and stationery.

Stocks of groceries, silk goods, and drugs continued to 
show an increase over last year, while stocks in most 
other lines showed decreases. Collections averaged some
what slower than in February 1928, only three groups 
showing an increase.
D e p a r t m e n t  S t o r e  T r a d e

Leading department stores in this district reported 
only a slight increase in total sales in February as com
pared with a year ago, due to one less selling day this 
year, but their average daily sales showed an increase of 
about 5 per cent. Newark and Bridgeport showed the 
largest increases, while New York City showed little 
change, and the Northern New York State, Hudson 
River Valley, and Westchester divisions reported sub
stantial declines. The Capital District showed an in
crease in department store sales for the first time since 
last July.

Stocks of merchandise on hand at the end of February 
were slightly larger than a year previous. The per
centage of outstanding charge accounts collected during 
the month was about the same as in February 1928.

Locality

Percentage 
Change 

February 1929 
compared with 
February 1928

Per cent of 
Accounts 

Outstanding 
January 31 
Collected in 

February

Net
Sales

Stock 
on hand 
end of 
month

1928 1929

New York................................................................. —  0 .4
—  2 .5
—  4 .5
—  1 .4  
+ 1 1 .8  
+  5 .9
—  4 .2  
— 13.6
—  5 .4
—  3 .7
—  9 .8  
+  1 .5
—  7 .7

+  1 .8  
—  1.1  
+  0 .8  
+  4 .3  
+  6 .4
—  1 .4
—  1 .4

53.9
50 .0
4 0 .3

47*4

3 4 '.i

54 .6
4 8 .3
39 .3

4 6 .7  

38*4

Buffalo.......................................................................
Rochester..................................................................
Syracuse....................................................................

Bridgeport................................................................
Elsewhere..................................................................

Northern New York State............................
Central New York State................................
Southern New York State............................
Hudson River Valley District.....................
Capital District.................................................
Westchester District........................................

All department stores...................................... +  0 .8 +  2 .0 4 9 .5 49 .8

Apparel stores......................................................... +  2 .6 —  6 .7 4 7 .7 44 .9

Comparisons of sales and stocks in February with 
those of last year are given in the following table.

Net Sales 
Percentage Change 

February 1929 
compared with 
February 1928

Stock on Hand 
Percentage Change 
February 28, 1929 

compared with 
February 29, 1928

Musical instruments and radio............. + 2 6 .0 — 33.8
Toys and sporting goods.......................... + 1 4 .9 —  4 .4
Women’s and Misses’ ready-to-wear. . +  8 .4 —  4 .2

+  7 .2 + 1 2 .5
Cotton goods................................................ +  6 .0 —  2 .3
Women’s ready-to-wear accessories . . +  3 .6 —  1 .7

+  3 .5 +  7 .5
Luggage and other leather goods.. . . +  3 .5 +  6 .6
Men’s furnishings........................................ +  2 .9 —  6 .5
Linens and handkerchiefs........................ +  1 .9 —  0 .3
Books and stationery................................ +  1 .4 —  4 .9
Home furnishings........................................ +  1 .0 + 1 7 .9

—  2 .1 +  0 .9
Toilet articles and drugs.......................... —  3 .2 +  8 .0
Men’s and B oys’ wear.............................. —  4 .8 +  8 .4
Silverware and jewelry............................. —  6 .1 —  6 .4
Silks and velvets......................................... —  6 .3 —  6 .5
Woolen goods............................................... — 25 .8 — 22 .3
Miscellaneous............................................... — 10.5 —  8 .0
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Index Number of Production of Manufactures and 
Minerals Combined, Adjusted for Seasonal 

Variations (1923-25 average =  100 
per cent)

1925 1926 1927 1928 1929 
Federal Reserve Board’s Indexes of Building Con

tracts Awarded, Based on Reports of the F. W . 
Dodge Corporation (1923-25 aver

age — 100 per cent)
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(Summarized by the Federal Reserve Board)

I NDUSTRY and trade continued active in February and the first part of 
March and there was a growth in the volume of bank loans. Borrowing 

at Reserve Banks increased during the period and money rates advanced 
further.

P r o d u c t io n

Production continued at a high rate throughout February and the first 
half of March and was substantially above a year ago. Automobile output 
was at a record rate in February, and there was also an unusually high daily 
average production of copper and iron and steel. Large output in the iron 
and steel industry reflected demands from manufacturers of automobiles, 
machine tools, and agricultural implements, and from railroad companies. 
Preliminary reports for the first half of March indicate further expansion in 
automobile and iron and steel production. During February the daily average 
output of coal and crude petroleum also increased, and production of cotton 
and wool textiles continued large, while silk output declined somewhat from 
the unusually high level of January. There was also some decline from 
January in the production of lumber and cement, and in the output of meat 
packing companies.

The high rate of activity in manufacturing during February was reflected 
in a larger than seasonal increase in factory employment and payrolls, both 
of which were considerably above the level of February 1928.

Building activity declined further in February, and the value of contracts 
awarded was over 20 per cent smaller than a year ago. Residential building 
contracts showed the largest decline in comparison with February 1928, while 
those for public works and utilities were only slightly smaller in value, and 
commercial and industrial building awards increased. During the first half 
of March there was some seasonal increase in total building awards, but they 
continued to be substantially below a year ago.

D is t r ib u t io n

In February shipments of commodities by rail increased more than is 
usual for the season, reflecting larger loadings of coal and coke and mis
cellaneous freight, which includes automobiles. During the first two weeks 
of March, freight-car loadings continued to increase.

Sales of wholesale firms were generally smaller in February than a year 
ago. In comparison with January, sales of dry goods, shoes, and furniture 
increased seasonally, while sales of groceries and hardware were smaller. 
Department stores reported about the same daily volume of sales in February 
as in the preceding month, and larger sales than a year ago.

P r ic e s

The general level of wholesale prices declined slightly in February, and 
was approximately the same as a year ago. The decline from January reflected 
primarily decreases in the prices of hides and leather, livestock, and meats, 
and small declines in the prices of wool, cotton, and woolen goods. The 
influence of these declines on the general average was partly offset by 
increases in the prices of copper, lead, iron and steel, rubber, and grain.

During the first two weeks of March, prices of wool and petroleum con
tinued to decline, and rubber prices receded somewhat after a marked rise 
in February, while leather prices declined sharply. Prices of copper rose 
further and there were small increases in prices of hides, raw cotton, and 
certain grades of lumber.

B a n k  C r e d it

Between the middle of February and the middle of March there was a 
rapid growth of loans at member banks in leading cities. The increase was 
in loans chiefly for commercial purposes, wThich on March 13 were more than 
$200,000,000 larger than four weeks earlier. Investments of the reporting 
banks declined further during the period.

Total volume of Reserve Bank credit declined somewhat between Febru
ary 20 and March 20, reflecting for the most part some further gold imports 
from abroad. Member bank borrowing at Federal Reserve Banks was nearly 
$80,000,000 larger on March 20 than four weeks earlier, while acceptances 
showed a further decline of about $120,000,000 during the period. Security 
holdings showed relatively little change.

Money rates continued to advance. Rates on 4-6 month commercial paper 
rose from 5y2-5%  to 5% *6 per cent and rates on 90 day bankers acceptances 
increased from 5 to 5%  per cent on February 13 to 5 ^  per cent on March 21. 
Open market rates for collateral loans also increased.

Business Conditions in the United States
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of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York May 1 , 1929

M o n e y  M a r k e t  i n  A p r i l

Some reduction during April in the total of brokers 
loans and a slight easing of rates for bankers accept
ances and time money in the latter half of the month 
make it desirable to examine the credit position with a 
view to discovering what, if any, fundamental changes 
have occurred.

Brokers loans as reported to this bank by the New 
York City banks have declined 301 million dollars since 
the highest point on March 20, and 177 million dollars 
since February 6, when the Federal Reserve Board made 
its public statement regarding speculative use of credit. 
Loans to brokers are, however, only a part of the credit 
employed in carrying securities. Large sums are lent 
for this purpose by banks directly to their customers. 
The recent decrease in brokers loans has reflected in part 
a transfer of loans from brokers to banks, as the accom
panying diagram indicates. High call rates have induced 
many holders of securities on margin to seek funds di
rectly from their banks and reduce their borrowing from 
brokers. While the statistics do not allow a complete 
analysis of this transfer, the following table shows a 
computation based upon the figures of the reporting 
member banks in 101 leading cities and is only approxi
mate as to loans of banks direct to customers.

(In millions of^dollars)

1929

Bank loans 
to

brokers^

Loans by 
“ others” to 

brokers

Bank security 
loans 

directly to 
customers*^

Total
security
loansf

Feb. 6 .................................... 3,047 2,621 4,511 10,179
Mar. 2 0 ................................. 2,859 2,934 4,783 10,576
Apr. 2 4 ................................. 2,576 2,916 4,759 10,251

Change from Feb. 6.. . — 471 + 2 9 5 + 2 4 8 + 7 2
Change from Mar. 20. — 283 —  18 —  24 — 325

been some reduction since March 20 in the total demand 
for credit though not sufficient to release any consider
able amount of funds.

The gains and losses of reserve funds, which are the 
determinants of money conditions, may be summarized 
as follows:

(Weekly averages of daily ̂ figures, in millions of dollars)

Gains of reserve funds:
Net gain of gold....................................................
Reduction in currency circulation.................
Reduction in member bank reserves............
Miscellaneous.........................................................

Total gains.........................................................

Losses of reserve funds:
Reduction in Federal Reserve acceptances 
Reduction in Federal Reserve securities.. .  
Treasury credit and miscellaneous................

Total losses.........................................................

Net gain of reserve funds.............................

Decrease in Federal Reserve discounts..

Week ended 
April 26  ̂

compared with 
Week ended 

March 29 *

60
31
10
16

117

80
13
20

113

It will thus be seen that gains to the market from gold 
imports and releases of gold from earmark early in the

♦Brokers loans reported by New York City banks for own account and for out- 
of-town banks; figures probably include some loans for customers of out- 
of-town banks.

♦♦Estimated figures computed by deducting “ bank loans to brokers”  from 
total security loans of reporting member banks; actual figures probably 
are somewhat larger. 

fTotal security loans of reporting banks (these banks have about 40 per cent 
of the country’s banking resources) plus brokers loans for “ others” ; this 
does not include the security loans of non-reporting banks, which if avail
able would increase this total at least^Ojper cent.

From these figures it is clear that the total amount of 
credit employed in carrying securities remains slightly 
larger than early in February, but is reduced from the 
high point of March 20. Meantime the total loans and 
investments of the reporting member banks have fol
lowed a somewhat similar course as an increase in “ all 
other loans, ’ ’ largely commercial, has been partly offset 
by a slight reduction in investments. There has thus

n ^ e c u r it v  l o ^ S T X J C U o fO N / ERS

BANk ; LOANS TO BRO <ERS A V  A

./B R O K E R S  LOAN

> / '
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_t______i__ i ._..J____  1 . . .. -.1______1------  L , _____ I ..........U ------- 1---------
j  j 
1928

F 
1929

Estimated Security Loans o f Reporting Member Banks to Cus
tomers, Brokers Loans Placed by New York City Banks for 

Own Account and for Out-of-Town Banks, and 
Brokers Loans Placed for Others

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1, 1929



34 MONTHLY REVIEW, MAY 1, 1929

month together with some reduction in currency circula
tion were offset by decreases in Federal Reserve hold
ings of bankers acceptances and Government securities. 
There was little net gain or loss of funds to the market. 
A  measure of the relation of the supply of and demand 
for funds is to be found in the borrowings of the New 
York City banks from the Federal Reserve Bank. In 
order to keep their reserves in balance the city banks 
continued to find it necessary to borrow about 200 mil
lion dollars or about 30 per cent of their total reserves. 
There has thus been no essential change during the 
month in the position of the money market.

The following table shows the general level of money 
rates in New York at the end of April compared with 
a month previous. While rates for bankers acceptances 
showed some ease, rates for commercial paper and for 
bank loans to customers were slightly firmer. Time 
money advanced further in the early part of the month 
but subsequently eased slightly, and at the close of April 
was practically the same as a month ago. The change in 
rates for bankers acceptances was due to conditions 
peculiar to that market, which will be described later.

Money Rates at New York

Apr. 30, 1928 Mar. 28, 1929 Apr. 29, 1929

Stock Exchange call loans......................... *5 -6 *8-20 *7M -16
Stock Exchange 90 day loans.................. 5 * * 8 ^ 8 ^
Prime commercial paper............................ 4 H 5M -6 6
Bills— 90 day unindorsed........................... SVs 5 H 5 y8
Customers’ rates on commercial loans. 14.47 t5 .6 0 f 5 .73
Treasury certificates and notes

Maturing June 15..................................... 3 .6 5 4 .8 9 4 .9 0
Maturing September 1 5 ........................ 4 .8 8 4 .94

Federal Reserve Bank of New York
rediscount rate........................................... 4 5 5

Federal Reserve Bank of New York
buying rate for 90 day bills................. 5 X 5 H

* Range for preceding week
t  Average rate of leading banks at middle of month 

** Nominal quotation

In the call loan market the chief event of importance 
beyond the firming of rates in the first week of the 
month was a distinct tightening of the market in the 
last week of the month following a recovery in stock 
prices and the approach of the month end. On Friday, 
April 26, the rate for new loans rose to 16 per cent— the 
highest rate in recent years except for the 20 per cent 
rate on March 26. The causes of this high rate were 
similar to those operating on March 26— an increasing 
demand for funds at the time of month-end demands 
upon the banks. The New York banks, with their heavy 
borrowing at the Reserve Bank, were reluctant to put out 
funds except in case of extreme necessity to avoid a 
breakdown of the market. Under such circumstances 
very tight money and high rates are from time to time 
inevitable.

B il l  M a r k e t

Both the supply of and demand for bills were rather 
large during the early part of April, but after the first 
week a substantial decrease occurred in offerings of new 
bills to the market while the investment demand con
tinued active. Due to the resulting depletion of their 
portfolios, both as to volume and maturities, the dealers 
had difficulty in filling the demand and their sales con
sequently were sharply curtailed. As a result, the deal

MILUONS OF DOLLARS
1500]--------- -------

1927 1928 1929

Volume of Bankers Acceptances, Showing Proportion Held by 
Federal Reserve Banks, by Foreign Accounts of Federal 

Reserve Banks, and by Other Investors

ers on April 22 lowered their bid and offered rates %  
per cent on all maturities, except 30 day bills. After this 
rate reduction there was a moderate increase in the sup
ply of bills, and due to this and other causes the port
folios of the dealers were increased somewhat.

A  further decline of $23,000,000 occurred during 
March in the total volume of dollar acceptances out
standing in this country, according to the survey of the 
American Acceptance Council. A t $1,205,000,000 on 
March 30, the outstandings were $79,000,000 smaller 
than at the end of 1928, which was the high point of 
acceptance outstandings, but were $120,000,000 larger 
than in March of last year. Meanwhile the Reserve 
Banks’ holdings of bills for their own account were re
duced $289,000,000 during the first quarter of this year, 
and at the end of March were $150,000,000 smaller than 
on the corresponding date of last year. They were also 
somewhat smaller than in March 1927, when the total 
amount of bills outstanding was approximately $400,- 
000,000 below the current level. A  small increase oc
curred in the Reserve Banks’ holdings of bills for for
eign correspondents between the end of December and 
the end of March, but the decline in the Reserve Banks’ 
own portfolio of bills was offset principally by an in
crease of nearly $200,000,000 in the holdings of bills by 
other investors. These other holdings are composed of 
bills purchased by banks for their own account and 
foi4 foreign institutions, and of bills purchased by other 
domestic corporations and individuals; and the increase 
undoubtedly was induced by the higher yield offered 
on bills during the past few months. The accompany
ing diagram indicates that these holdings are larger, 
and the market less dependent upon the Reserve Banks, 
than at any other time in recent years.

Between the end of March and April 24, the Reserve 
Banks’ portfolio of bills showed a further decline of 
$59,000,000 to $141,000,000, a figure $225,000,000 below 
the total of a year ago, and the smallest since October
1924.
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The prevailing rate for the usual grade of prime com
mercial paper advanced to 6 per cent early in April 
and remained at that level throughout the month. De
spite the higher rates, the banks throughout the country 
showed no increased interest in dealers’ offerings. Due 
to the difficulty in disposing of paper, commercial paper 
firms limited their purchases for the most part to pro
viding for the borrowing requirements of their old cus
tomers, and were little disposed to seek additional 
amounts of paper from new borrowers.

The amount of commercial paper outstanding showed 
a decline of 6 per cent in March, following slight in
creases in the two previous months. The outstandings 
of $387,000,000 reported to this bank by 23 firms on 
March 30 were 32 per cent smaller than a year ago.

C e n t r a l  B a n k  R a t e  C h a n g e s

Five European central banks raised their discount 
rates during the month of April. On the 19th the Bank 
of Poland rate, which had stood at 8 per cent since May
1927, was raised to 9 per cent. A  “ prolonged and acute 
shortage of ready money”  was reported from Poland 
throughout the winter and early spring, and the central 
bank bill portfolio expanded to 703,900,000 zlotys on 
March 31 as against 495,800,000 zlotys one year earlier 
and 623,500,000 zlotys at the end of November 1928. 
The technical position of the bank is still strong, how
ever, with a gold and exchange reserve ratio of 62.5 per 
cent against notes and demand liabilities.

On the 24th the Austrian National Bank increased its 
rate from 6 %  to 7 %  per cent, and the Hungarian 
National Bank from 7 to 8 per cent. Both banks had 
already raised their rates during the latter half of last 
year, and the present increases were effected in order to 
arrest a further loss of foreign exchange reserves occa
sioned by the attraction of high interest rates in other 
centers. Between the end of June 1928 and April 7,
1929 the Austrian bank’s reserve declined by 29,000,000 
schillings or over 7 per cent. As against one year earlier, 
its bill portfolio has expanded by 74 per cent, while the 
reserve ratio was last reported at 41.3 per cent as against 
52.8 one year before. The Hungarian National Bank 
shows a loss of 58,400,000 pengos or 21 per cent in gold 
and foreign exchange reserve between June 30, 1928 
and April 7, 1929. Its bills discounted were 15 per cent 
greater on April 7 than one year before, the reserve ratio 
meanwhile declining from 49 to 43.2 per cent.

On April 25 the Reichsbank increased its rate from 
6Y2 to 7y% per cent. The last previous change in the dis
count rate of this bank was a reduction of one-half per 
cent made in January 1929, after a considerable inflow 
of gold and foreign short-term funds had eased the Ber
lin money market to a point where the official rate was 
losing contact with the private rates. Since then strin
gency has reappeared. As a result, the Reichsbank state
ments show a decline of 550,000,000 reichsmarks in gold 
between the end of 1928 and April 23, and a simul
taneous decrease of 115,000,000 reichsmarks in foreign 
exchange reserve. The statutory reserve ratio of gold 
and exchange to notes in circulation was 56.6 per cent on 
April 23 as against 58.8 per cent on the corresponding

Commercial P aper M arket date in 1928. The slight drop in this ratio in the face of 
such a substantial loss of reserves is due to the fact that 
large additional reserves were acquired in the second 
half of 1928, and the recent losses bring the bank prac
tically back to its situation of one year ago.

Presumably in response to the higher rates of its 
neighbors, Germany and Poland, the Bank of Danzig 
increased its discount rate from 6 to 7 per cent on April
30. The earlier rate had been in force since June 1927.

Official discount rates of the European central banks 
are as follows:
Below 5 per cent: France ( 3 ^ % ) ,  Switzerland (3 % % ) ,  

Belgium (4 % ) , Sweden (4 % % ) .
5 per cent (New York bank ra te): Czechoslovakia, Den

mark.
5 %  per cent: England, Netherlands, Norway, Spain.
6 per cent: Jugoslavia, Latvia, Rumania.
7 per cent: Danzig, Finland, Italy, Lithuania.
7 %  per cent: Austria, Estonia, Germany.
8 per cent: Hungary, Portugal, Soviet Russia.
9 per cent: Bulgaria, Greece, Poland.

On April 11 the Imperial Bank of India lowered its 
discount rate from 8 to 7 per cent. The higher rate had 
been in force since February of this year.

F o r e i g n  E x c h a n g e

Probably reflecting the effect of higher central bank 
rates abroad, a number of European exchanges gained 
strength in April. Sterling remained steadily at or 
above $4.851/4, rising to $4.85 17/32 on the 8th and clos
ing on the 27th at $4.85 11/32. The Dutch guilder, 
which had been slow to recover following the rise in 
the Netherlands Bank rate on March 25, firmed con
sistently from $0.4006% at the beginning of April to 
$0.4020% or %  above par, on the 27th. The French 
franc was maintained above the outgoing gold point 
from Paris to New York, and the Swiss franc rose to 
$0.19261/4, a level not previously reached since December. 
For the first time in several months the Italian lira 
crossed $.0524, standing on the 27th at only 1 %  points 
below its parity of $.0526. It will be recalled that the 
discount rate of the Bank of Italy was raised on March
14 without immediate effect. The increase in the Hun
garian National Bank rate on the 24th was followed by a 
firming of the pengo to $0.174414  on the 27th. Among 
the Scandinavian exchanges, the Danish crown showed 
an appreciation of three and one-half points to $0.2668.

The European currencies which weakened in April 
were the reichsmark and the peseta. From $0.2372 on 
the 1st, the reichsmark dropped to $.02370 on the 19th 
and then touched a new low of $.02359 on the 26th, 
recovering on the 27th to $0.2370. The sharp drop in 
German exchange to the lowest point since the new 
reichsmark was established followed an advance of 1 
per cent in the Reichsbank rate, and was generally be
lieved to be due to the psychological effect of the re
ported impasse in the reparation negotiations in Paris. 
A  new low of $0.1422 was touched by the peseta on the 
24th, this exchange opening the month at $0.1515 and 
closing on the 27th at $0.1440.
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The Canadian dollar lost %  in the period surveyed, 
closing at a discount of % . It is now about five months 
since this exchange has touched par and it has been 
well below the gold import point during the entire 
month. This is the season of the year when Canadian 
exchange is generally at a premium. Moving within 
a range for the month of $0.9551%: to $0.9569%, the 
Argentine peso closed almost daily at $0.9560*4, which 
is still 18 points below the gold export point for New 
York and considerably under the parity of $0.9648. The 
Brazilian milreis appreciated from $0.1178 to $0.1190 
during the month.

Among the Far Eastern exchanges, the rupee declined 
from $0.3642 to $0.3632, while both the Hong Kong and 
Shanghai exchanges were weaker in accordance with the 
downward tendency of Far Eastern exchanges begun 
last autumn. The Japanese yen fluctuated widely, but 
was last quoted at $0.4500, some 50 points above the 
market quotation at the close of April 1st. The strength 
in yen exchange is probably due to renewed rumors that 
the gold embargo is to be lifted.

G o l d  M o v e m e n t

There was a further gain of gold to this country 
through net imports and earmarking transactions dur
ing April. As in March the gold imports were largely 
from Germany and Argentina; shipments from Ger
many amounted to about $14,500,000, and shipments 
from Argentina to $6,425,000. Substantial amounts of 
gold were released from earmark for foreign account 
during April, and although there were additional ear
markings in the latter part of the month, the reduction 
for the month in gold held under earmark here amounted 
to approximately $48,600,000. These preliminary figures 
indicate a net gain of about $69,800,000 of gold to this 
country during April through the release of gold from 
earmark and through imports.

MILLIONS OF DOLLARS __________________________________________
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Gold Movements Since Beginning of 1929, Showing Steady Gain 
through Imports, Largely Offset by Earmarking of Gold 

until April when Earmarked Gold was Released.

The accompanying diagram reviews the gold move
ments since the beginning of the year, as shown by the 
weekly statements issued by this bank, with minor ad
justments based on final figures reported by the Depart
ment of Commerce for the first three months of the year. 
This shows that this country has gained steadily through

an excess of imports over exports of gold since the be
ginning of the year, but that a substantial earmarking 
caused a loss of gold early in January which more than 
offset imports until the second week of February. The 
net gain of gold remained comparatively small until 
April, when the release of earmarked gold, combined 
with further imports, raised the net gain of gold since 
the beginning of the year to about $110,000,000. The 
figures in the diagram cover the period through April 
24, and transactions between that date and April 30, 
while included in the aforementioned totals, are not 
shown in the diagram.

As concerns gold movements abroad, the principal 
events have been: (1) The drain of some $131,000,000 
in gold out of the Reichsbank since the first of the year, 
of which over $120,000,000 was lost in the first three 
weeks of A pril; and (2) the gradual acquisition of 
nearly $33,000,000 in gold by the Bank of England 
since the increase of its discount rate on February 7 
to 5 %  per cent.

F o r e i g n  B a l a n c e s  i n  t h e  U n i t e d  S t a t e s

Each year for some years past the Department of 
Commerce, in connection with its computation of this 
country’s balance of payments, has sent a questionnaire 
to each of the principal banks and banking houses to 
ascertain the amounts of foreign funds in our money 
market, and also the amounts of American funds em
ployed at short term abroad. The figures for December
31, 1928 have just been compiled and show foreign 
funds in this market amounting to $2,900,000,000, com
pared with $3,000,000,000 on December 31, 1927. The 
principal items in this total are shown in the following
table. Due to Foreigners

(In millions of dollars)

Dec. 31, 1927 Dec. 31, 1928

Foreign deposits.......................................................................... 1,938
109

1,751
201Borrowings from foreigners....................................................

Employed in bankers acceptances....................................... 406 570
Employed in brokers loans.................................................... 101 208
Employed in treasury certificates........................................ 445 174
Employed in other short-term loans.................................. 13 8

Total............................................................................................ 3,012 2,912

The changes shown above are accounted for in part 
by the fact that the high money rates in the New York 
market during 1928 attracted a considerable amount of 
funds of foreigners. On the other hand the movement 
of funds from foreign countries to this market, together 
with the reduction in new foreign financing here, placed 
pressure upon the exchanges which made it necessary 
for foreign banks of issue to liquidate some of their 
deposits and holdings of short-term securities in this 
market in order to support the exchanges of those coun
tries. There was also a tendency for foreign funds to 
be transferred from employment in Treasury certificates 
to employment in bankers acceptances because of the 
higher relative yield from acceptances and the change 
in the tax provision, by which foreign central banks no 
longer were required to pay taxes on income received 
from investments in bankers acceptances.

It seems likely that the amount of foreign funds re
ported as employed in brokers loans would have been 
considerably larger if some other date were reported 
than December 31, for a number of foreign lenders in
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the call market withdrew funds on December 31, prob
ably for “ window dressing”  purposes.

While the report includes returns from practically 
all of the important banks and banking houses, it was 
not, of course, possible to secure returns from every 
concern doing some foreign banking business. It seems 
probable that if the returns had been entirely complete 
there would be even less difference between the figures 
for December 31, 1928 and those for December 31, 1927, 
because of the nature of the shift of funds during the 
year from the account of central banks of issue to pri
vate account.

The data for American balances abroad are probably 
somewhat less completely satisfactory, but show in gen
eral a further increase.

S e c u r i t y  M a r k e t s

The volume of stock trading on the New York Ex
change was much reduced in April, following the very 
heavy turnover of March. Stock prices generally fluctu
ated without definite direction until the third week of 
the month, when the market developed a moderate up
ward tendency, as a result of which a general average 
of stock prices at the end of the month reached a level 
within 1 per cent of the mid-March peak.

A  moderate recovery in bond prices occurred during 
April, following the declines of March and previous 
months. The average price of the 8 United States Gov
ernment bond issues now outstanding rose 2 full points 
from the lowest level of March, while the average price 
of a list of 40 representative domestic corporation bonds 
advanced nearly 1 point, and an average of the prices 
of 40 foreign bonds rose about %  of a point.

N e w  F i n a n c i n g

Offerings of new domestic securities, other than for 
refunding purposes, were somewhat smaller in March 
than in February, but showed a 60 per cent increase 
over a year ago, approximately the same increase as 
occurred in February. The increase over last year again 
was entirely confined to domestic corporate issues; State 
and municipal flotations were about one-fourth smaller 
than in March 1928. Refunding issues continued to be 
offered in much smaller volume than a year ago. As in 
other recent months, it appears that the increase in 
domestic corporate issues largely represented increased 
borrowing by investment trusts, holding companies, and 
other financial corporations for the purpose of engaging 
in financial operations, rather than increased borrowing 
by commercial and industrial enterprises.

This bank’s compilation of new foreign security offer
ings in this market showed a total for March that was 
somewhat larger than a year ago. This was entirely 
due to a large offering of stock direct to stockholders by 
a domestic corporation, the proceeds of which were to be 
used in furthering the development of power facilities 
in foreign countries. Security flotations for foreign 
borrowers continued in much smaller volume than a 
year ago. For the first quarter of this year, the total of 
foreign borrowings, excluding issues to refund loans 
originally placed in this market, but including flotations 
to refund securities originally sold abroad, and also

funds borrowed by domestic corporations for employ
ment abroad, has been 29 per cent smaller than during 
the corresponding period of last year, following declines 
in the last two quarters of 1928 of 45 and 41 per cent, 
respectively, compared with the corresponding periods 
of the previous year. Six out of the last nine months 
have shown reduced volumes of foreign financing as com
pared with the preceding year.

New Foreign Capital Flotations Offered in the United States 
(In millions of dollars)

1927 1928 1929p

January......................................................................................... 127
78

107

115
98

114

31
35

167March.................. ..........................................................................

Total 1st quarter.................................................................. 312 327 233

217
43

124

113
216
193

M a y ................................................................................................
June................................................................................................

Total 2nd quarter................................................................ 384 522

July................................................................................................. 70
109

85

48
1

95
August...........................................................................................
September....................................................................................

Total 3rd quarter................................................................. 264 144

October.......................................................................................... 234
107
81

71
70

110
November.................................................................................. ..
December......................................................................................

Total 4th quarter................................................................. 422 251

p Preliminary

In April, there appears to have been a somewhat 
larger volume of issues offered to provide capital directly 
to industrial undertakings, but as public utility and rail
road issues have been smaller, total domestic corporate 
security offerings declined below the March volume. A  
$50,000,000 loan by the City of Chicago and a $28,000,- 
000 issue of the State of Arkansas, however, resulted 
in making the total of State and municipal financing for 
April the largest in a number of months. Foreign 
financing in this market was extremely small; there were 
no important issues, either corporate or governmental.

F o r e i g n  T r a d e

Exports of merchandise, valued at $486,000,000 in 
March, showed considerably more than the usual in
crease over February, and were larger than in March 
of any year since 1920 when the peak of commodity 
prices was reached. Imports, on the other hand, valued 
at $383,000,000, showed less than the usual seasonal 
increase, but were slightly larger than in March 1927, 
despite a decline during the year in the average of 
import prices.

The continued large gains in exports of finished prod
ucts accounted for the entire increase in total exports, 
compared either with February or with a year ago. 
Other groups of exports did not change materially. 
Shipments abroad of grain and raw cotton were both 
seasonally smaller than in the previous month; as com
pared with a year ago, the volume of cotton exports 
declined somewhat, while exports of grains increased.

Compared with a year ago, imports of partly and 
wholly manufactured products increased in March, 
while imports of crude materials and crude foodstuffs 
declined. The volume of crude rubber imports was 
smaller than the record volume of the previous month,
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but remained larger than last year. Quantity receipts 
of raw silk and coffee, however, were smaller than a year 
ago.

B u i l d i n g

Although building contracts in the New York and 
Northern New Jersey district showed a sharp increase 
from the previous month, the total for March, neverthe
less, was 27 per cent smaller than a year ago. The F. W . 
Dodge Corporation figures of building activities in this 
district during each of the first three months of the year 
have been substantially smaller than those of the corre
sponding months of last year, and the total for the first 
quarter shows a reduction of nearly one-third from a 
year ago. Residential building declined 45 per cent from 
the first quarter of 1928, and was mainly responsible for 
the decrease in total contracts. Educational building 
contracts were slightly larger than last year, but other 
classes of construction work, including public works and 
utilities, and commercial and industrial building, were 
smaller.

Total building contracts awarded in the 37 States east 
of the Rockies likewise showed a large increase in March 
over the previous month, but were 18 per cent smaller 
than in March 1928. This decrease followed a decline 
of 4 per cent in January and of 22 per cent in February, 
so that the first! quarter total of building contracts 
awarded was 15 per cent below the first quarter of 1928. 
Declines of 34 per cent in residential building, and of
19 per cent in public works and utilities, were only 
partly offset by increases of 22 per cent in commercial 
building, and of 44 per cent in industrial projects, and 
a slight increase in educational building work.

During the first two weeks of April there appeared to 
be somewhat more than the usual seasonal expansion in 
building activities, especially in the New York district, 
but in the third week of the month contracts again 
dropped below the level of a year ago, and the total in
crease for the first three weeks over last year was 9 
per cent.

E m p l o y m e n t  a n d  W a g e s

Factory employment, both in New York State and in 
the country as a whole, showed a further increase of 
more than seasonal proportions in March. In addition to 
the improvement in factory employment during recent 
months, the usual spring increase is being shown in out- 
of-door labor, such as for agricultural work, building, 
and road construction.

A  considerable increase in employment opportunities 
is shown also by the rate of voluntary labor turnover 
reported by the Metropolitan Life Insurance Company, 
and by the ratio of orders for workers to applications 
for employment at New York State Employment Offices. 
Voluntary labor turnover was the largest for any March 
since 1924, which indicates that workers are finding con
ditions more favorable for changing jobs. The employ
ment office figures during March were substantially 
above a year ago, and equaled the corresponding period 
in 1927.

An equally favorable picture is presented by wage 
payments. In New York State, average weekly earnings 
of factory employees reached the highest level ever re
ported, and total wage payments were the largest since 
March 1926.

P r o d u c t i o n

Productive activity in leading industries continued at 
a high level in March. New records for all time were 
established in production of steel ingots, passenger auto
mobiles, and motor trucks. After allowance for the 
usual seasonal increase, however, production of passen
ger automobiles and of steel ingots showed little change 
from the high levels of February, and production of 
motor trucks declined substantially. Pig iron produc
tion increased more than usual in March to the second 
largest monthly total on record, and after seasonal and 
growth allowance was the largest since February 1925. 
Consumption of silk increased slightly, but declines oc
curred in mill consumption of cotton, and in production 
of petroleum, copper, leather, zinc, and cement, after 
allowance has been made for the usual seasonal varia
tions. Output of both bituminous and anthracite coal 
declined sharply.

Steel mill activity remained at a high level during 
April, and the present indications are that there was no 
substantial change in activity in other industries.

This bank’s indexes of production, adjusted for sea
sonal variations and growth, are shown below.

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

Mar. Jan. Feb. Mar.

Producers' Goods
Pig iron................................................................. 104 113 116 120
Steel ingots.......................................................... 109 113 122 120
Cotton consumption ..................................... 95 106 107 102
Woolen mill activity*..................................... 86 96 95 94p
Silk consumption*............................................ 140 127 109 113
Petroleum............................................................ 110 116 119 l l l p
Bituminous coal................................................ 87 92 99 79
Coke....................................................................... 100 112 110 114
Lumber................................................................. 101 89 79
Copper, U. S. mines........................................ 96 120 130 126
Lead....................................................................... 100 104r 91 85
Zinc........................................................................ 98 83 111 94
Tin deliveries...................................................... 114 141 100 114
Leather, sole....................................................... 109 104 102 94
Cement................................................................. 106 136 106 100
Paper, to ta l........................................................ 107 108 108
Wood pulp........................................................... 100 109 107

Consumers' Goods
Hogs slaughtered.............................................. 128 106 96 89
Cattle slaughtered............................................ 94 91 85 89
Sheep slaughtered............................................ 106 108 103 104
Calves slaughtered........................................... 83 87 77 79
Farm produce shipped................................... 95 109 103 98
Wheat flour......................................................... 103 103 103 98
Sugar meltings, U. S. ports.......................... 88 113 90 91
Gasoline................................................................ 97 101 102
Anthracite coal.................................................. 76 106 107 73
Paper, newsprint............................................... 91 91 86 86
Printing activity............................................... 104 115
Tobacco products............................................. 105 117 107 104
Boots and shoes................................................. 101 96 96 94p
Tires...................................................................... 116 129 130 120p
Automobile, passenger................................... 132 171 179r 178
Automobile, truck............................................ 87 164 155 136

* Seasonal variation not allowed for p Preliminary r Revised

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

Average daily car loadings of merchandise and mis
cellaneous freight in March showed about the usual 
seasonal increase, and in the early part of April showed 
a more rapid increase. Loadings of bulk freight, how
ever, especially coal, declined sharply in March. Retail 
trade appears to have been considerably more active than 
in February, as increases were shown, after seasonal al
lowance, in average daily sales of department stores and 
mail order houses; there were increases also in sales of 
life insurance companies and in advertising.
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This bank’s indexes of business activity, in which al
lowance has been made for the usual seasonal variations, 
year-to-year growth, and where necessary for price 
changes, are shown in the following table.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

Mar. Jan. Feb. Mar.

Primary Distribution
Car loadings, merchandise and misc........ 103 101 103 103
Car loadings, other.......................................... 92 98 104 87
Exports................................................................. 97 99 105 109p
Imports................................................................. 104 114 117 108p
Panama Canal traffic...................................... 86 95 91 90
Wholesale trade................................................. 98 104 100 lOlp

Distribution to Consumer
Department store sales, 2nd Dist.............. 98 96 101 107
Chain grocery sales.......................................... 107 96 103 96
Other chain store sales................................... 100 92 99 102
Mail order sales................................................. 89 96 102 106
Life insurance paid for................................... 102 106 104 107
Advertising.......................................................... 95 95 98 99

General Business Activity
Bank debits, outside of New York City. 107 108 112 113
Bank debits, New York C ity ...................... 159 185 187 194
Velocity of bank deposits, outside of

New York C ity ............................................. 111 121 125 128
Velocity of bank deposits, New York City 162 202 210 216
Shares sold on N. Y . Stock Exchange..  . 281 442 313 338
Postal receipts................................................... 90 85 87 84
Electric power................................................... 104 107r 106
Employment in the United States............ 95 98 99 100
Business failures............................................... 115 102 102 101
Building contracts, 36 States...... ................ 125 123 108 91
New corporations formed in N. Y . State. 115 120 119 109

General price level........................................... 174 179 179 180
Composite index of wages............................ 223 224 225 227
Cost of living...................................................... 169 172 170 171

p Preliminary r Revised

W h o l e s a l e  T r a d e

Wholesale trade, as reflected in reports received from 
dealers in this district, was very irregular in March, but 
in general showed a substantial seasonal increase over 
February, and was slightly larger than a year previous, 
although there was one less selling day than in March of 
last year. Diamond sales were substantially larger than 
a year ago, and sales of paper, men’s clothing, jewelry, 
and hardware showed moderate increases. Sales of 
groceries, cotton goods, and stationery were smaller than 
in March 1928, and sales of shoes and drugs showed little 
change. Machine tool orders continued much larger 
than a year ago, and quantity sales of silk goods also 
were considerably larger.

Commodity

Percentage 
Change 

March 1929 
compared with 
February 1929

Percentage 
Change 

March 1929 
compared with 

March 1928

Per cent of 
Accounts 

Outstanding 
February 28 
Collected 
in March

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1928 1929

Groceries..........................
Men’s clothing...............
Cotton goo ds.................
Silk goods*.......................
Shoes..................................
Drugs.................................
Hardware.........................
Machine tools**............
Stationery........................
Paper.................................

+  7 .4  
+ 1 9 .1
—  2 .5  
+ 1 4 .4 *  
+ 4 3 .8  
+ 1 9 .7  
+ 2 9 .7
—  0 .5  
+  6 .9  
+ 1 2 .3  
+ 1 2 .8  
+ 1 1 .6

+  1 .6

+  2 .2  
—  8 .2 *  
— 13.2  
—  1.1  
+  0 .9

—  8 .9  
+  3 .7
—  2 .2  
+ 1 7 .9 *  
—  0 .1  
+  0 .4  
+  1 .0  
+ 5 0 .8  
—  9 .3  
+  5 .4  
+ 1 3 .9  
+  1 .8

+  6 .1

—  6 .5  
+ 1 0 .1 *  
— 2 1.8  
+ 1 9 .5  
— 11.2

78.9
38 .9

4 8 ‘.7 
3 4 .0
4 2 .4  
4 4 .7

8 i .8
6 7 .5

J 2 7 .6

72 .3
45 .3

49 .3
32.3  
4 2 .5
41 .3

72 '.8 
69.1

} 28 .1Diamonds.........................
Jewelry.............................. } - 1 . 9 }— 11.8

Weighted Average... + 1 5 .7 +  3 .0 53 .4 5 2 .3

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders* Association

D e p a r t m e n t  S t o r e  T r a d e

Reporting department stores in this district showed in 
March the largest increase in sales, as compared with a 
year previous, since August 1926. The reported increase 
for the month was nearly 8 per cent, and, after allow
ance for one less business day than in March 1928, the 
daily rate of sales showed an increase of 12 per cent. 
While the early Easter this year undoubtedly was a 
factor in the large volume of sales in March, the increase 
was probably more than can be attributed to this factor 
alone. The sales in each locality throughout the district 
were larger than last year; especially large increases 
were reported from Newark, Southern New York State, 
and the Westchester District, and sales in New York 
City, Buffalo, Bridgeport, Central New York State, and 
the Capital District showed more than a 6 per cent in
crease. The increase in sales was even larger in apparel 
stores than in department stores.

Stocks of merchandise on hand in department stores 
at the end of March were slightly larger than a year 
previous, notwithstanding the large sales during the 
month, but the rate of stock turnover was considerably 
higher than a year ago.

Locality

Percentage 
Change 

March 1929 
compared with 

March 1928

Per cent of 
Accounts 

Outstanding 
February 28 
Collected in 

March

Net
Sales

Stock 
on hand 
end of 
month 1928 1929

New York................................................................ +  6 .6  
+  6 .0

+  1-4
—  2 .3

47 .2 47 .1
Buffalo....................................................................... 5 6 .2 51 .7
Rochester................................................................. +  2 .4  

+  5 .6  
+ 1 6 .2  
+  8 .3  
+  9 .3  
+  1 .6

+  1 .3 38 .6 38 .4
Syracuse.................................................................... +  2 .8 3 4 .3 36 .3

+  4 .5  
+  0 .4  
—  5 .7

45 .1 46 .1
Bridgeport...............................................................
Elsewhere................................................................. 3 5 .0 32 .8

Northern New York State...........................
Central New York State............................... +  6 .9  

+ 1 7 .3  
+  4 .4  
+  6 .5  
+  8 .3

Southern New York State............................
Hudson River Valley District.....................
Capital District.................................................
Westchester District.......................................

All department stores..................................... +  7 .9 +  1-1 4 5 .6 4 5 .6

Apparel stores................................................... + 1 4 .1 +  3 .4 4 9 .5 4 7 .2

Sales in the apparel departments showed the largest 
increases, but sales in nearly all principal classes of 
merchandise except yard goods showed moderate in
creases over a year ago.

Net Sales 
Percentage Change 

March 1929 
compared with 

March 1928

Stock on Hand 
Percentage Change 

March 31, 1929 
compared with 
March 31, 1928

+ 2 6 .7 +  2 .8
Toys and sporting goods............................. + 2 6 .3 —  1 .0
Musical instruments and radio................. + 2 2 .8 — 19.7
M en’s and Boys’ wear.................................. + 2 1 .0 —  1 .3
Women’s and Misses’ ready-to-wear. . . + 1 9 .2 —  2 .4
Luggage and other leather goods............ + 1 7 .8 —  2 .6
Women’s ready-to-wear accessories. . . . + 1 5 .6 —  5 .1
Men’s furnishings........................................... + 1 4 .6 —  7 .9
Linens and handkerchiefs............................ +  5 .3 —  2 .0
Books and stationery.................................... +  4 .9 —  4 .9

+  4 .6 —  6 .5
Toilet articles and drugs.............................. +  4 .6 +  4 .0
Silverware and jewelry................................. +  3 .9 — 11.9

+  1 .3 +  7 .6
Home furnishings............................................ —  2 .9 +  6 .9
Cotton goods.................................................... —  5 .9 —  2 .6
Silks and velvets............................................. — 16.2 —  9 .8
Woolen goods.................................................... — 2 2 .0 — 16.1
Miscellaneous................................................... —  5 .8 —  6 .2
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Index Numbers of Production of Manufactures and 
Minerals, Adjusted for Seasonal Variations 

(1923-25 average =  100 per cent)

80

Wholesale

80
1925 1926 1927 192& 1929

Wholesale Price Index of United States Bureau of 
Labor Statistics (1926 average =  100 per cent)

Reserve Bank Credit: Monthly Averages of Daily 
Figures for 12 Federal Reserve Banks (Latest 

Figures are Averages of First 22 days of April)

1925 1926 1927 1928 1929
Money Rates in the New York Market (April 

rates are averages for first 22 days)

(Summarized by the Federal Reserve Board)

V OLUME of industrial production and of trade increased in March and 
wholesale prices advanced somewhat. There was a growth o f commercial 

loans o f member banks in leading cities in March and the first half o f April, 
while investments and loans on securities of these banks showed a reduction 
for the period.

P r o d u c t io n

Output of manufactures reached a new high level in March. Automobile 
production was exceptionally large, and steel ingot output was reported to be 
above rated capacity. Output of refined copper, lumber, cotton and silk tex
tiles, and sugar was also large for the season. There was some seasonal reces
sion from February in the production of wool textiles and leather, and a fur
ther decline in production by meat-packing plants. The volume of factory 
employment and payrolls continued to increase during the month and was sub
stantially above the level of March 1928.

Production of minerals as a group declined sharply, reflecting reduction in 
output of coal by more than the usual seasonal amount. Output of nonferrous 
metals continued large and petroleum production increased.

During the first part o f April industrial activity continued at a high rate, 
although preliminary reports indicated a slight slowing down in certain 
branches of the steel industry, and a smaller output o f coal and petroleum.

The value of building contracts awarded increased seasonally during March 
and the first two weeks in April, reflecting in part the award o f a few large 
contracts, chiefly commercial and industrial. The total volume o f building, 
however, continued smaller in March than a year ago. Contracts for residential 
building and public works and utilities were substantially below the level o f 
March 1928, while industrial and commercial building was in larger volume.

D is t r ib u t io n

Railroad shipments of commodities declined somewhat in March but were 
larger than in the same period o f the preceding year. The decline from Febru
ary reflected smaller shipments of coal and coke, grain products, and livestock, 
all of which were also below March a year ago. Loadings of ore and miscel
laneous freight increased substantially over February and continued above 1928.

Sales by wholesale firms in all lines of trade reporting to the Federal 
Reserve System were seasonally larger than in February. In comparison with 
the same month a year ago, however, sales in most lines o f trade were smaller, 
except in the case of dry goods, men’s clothing, and hardware. Department 
store sales showed a larger increase in March than is usual at this season, and 
were larger than in the same month in the preceding year, partly on account of 
the fact that Easter came in March this year.

P r ic e s

Wholesale prices of commodities during March averaged slightly higher 
than in February, according to the index o f the United States Bureau o f Labor 
Statistics. There were marked increases in prices of copper and lead, and 
smaller advances in prices of iron and steel and cotton goods, as well as of 
certain agricultural products, particularly cotton, livestock, meats, and hides. 
Prices of grain and flour were lower during the month and the price of leather 
declined, reflecting an earlier decline in prices o f hides. Silk and rayon tex
tiles and raw wool were also somewhat lower in price.

In the middle of April prices of livestock and raw silk were higher than at 
the end of March, while cotton and wool had declined in price. Among the 
non-agricultural products there were marked declines in the prices o f copper, 
lead, tin, and zinc; a further decline in rubber and increases in pig iron and 
finished steel.

B a n k  Cr e d it

Between March 20 and April 17 there was a considerable decline in the 
volume of member bank loans to brokers and in the banks, holdings o f invest
ments. Loans chiefly for commercial and agricultural purposes showed a rapid 
increase, and at the end of the period were near the high level o f last autumn.

During the same period the volume of Reserve Bank credit in use declined 
further as a consequence of additions to the country’s stock of monetary gold. 
A continued rapid reduction in holdings of acceptances carried the total to the 
lowest point since the autumn of 1924. Security holdings also decreased some
what, while discounts for member banks increased.

Open-market rates on bankers acceptances and commercial paper increased 
further. Rates on collateral loans increased sharply in the latter part of 
March, but declined in April.

Business Conditions in the United States
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York June 1 , 1929

M o n e y  M a r k e t  i n  M a y

A  most interesting feature of the money market dur
ing the month of May was a decline in the call loan rate 
from a very firm position in the first half of the month 
to a comparatively easy position in the second half 
of the month, without any accompanying basic change 
in the credit position which appeared fully to justify 
the change. After the third week of the month the 
renewal rate was 6 per cent for 6 successive days, the 
lowest renewal rate which has been touched since early 
in February, and money was reported as available out
side of the Exchange at rates even lower than 6 per 
cent. This relatively low call rate was reached despite 
the fact that there was no considerable gain of funds 
to the banks of the country from gold imports or any 
other quarter, and the total borrowings of member 
banks at the Reserve Banks remained in excess of 
$900,000,000. Moreover, other money rates remained 
firm with the exception of a slight easing in time money 
in the last day or two of the month. The average rate 
charged by leading New York City banks for com
mercial loans to customers continued to move gradually 
upward towards the legal maximum of 6 per cent, while 
rates on commercial paper in the open market and on 
bankers acceptances showed no material change. The 
general level of money rates is shown in the following 
table.

Money Rates at New York

M ay 31, 1928 Apr. 30, 1929 M ay 29, 1929

Stock Exchange call loans.......................... * 5 K -6 K *8-16 *6
Stock Exchange 90 day loans................... 5 H 8J4 8 H
Prime commercial paper............................. 4 M -H 6 6
Bills— 90 day unindorsed ..........................
Customers’ rates on commercial loans..

4 -4  % 5H 5 K
f 4 .53 t5 .7 3 t5 .7 8

Treasury certificates
4 .9 4 5 .10

Maturing December 15 .......................... 3'.89 4 .9 2 5 .07
Federal Reserve Bank of New York 

rediscount rate........................................... 5 5
Federal Reserve Bank of New York 

buying rate for 90 day bills................. 4 5 X 5 H

Similarly, the borrowings of New York City banks 
may be taken as an index, though not a direct increase, 
of the supply of funds available to the call loan market. 
The New York banks are relatively less important as 
lenders in the call loan market than in the past. A t  
present the loans to brokers and dealers by New York 
City banks total less than $775,000,000, or less than one- 
sixth of the total loans to brokers and dealers, whereas 
as recently as two years ago New York City bank loans 
have been as high as one-third of the total. Neverthe
less, New York City banks continue to be so closely con
cerned with the movement of funds into and out of the 
call loan market that the amount of the borrowings of 
these banks at the Reserve Bank constitutes a very fair 
index of the supply of funds to the call market.

The explanation is to be found not so much in the 
amounts of funds that the New York City banks h^ye 
available to invest for their own account in the 
market, but in the fact that transfers of funds to and 
from this Federal Reserve District for the purpose ~f 
employment in or withdrawal from the call loan market 
affect directly the reserves of the New York City banks. 
If a bank or business house in Chicago sends $1,000,000 
to New York for employment in the call market, one of 
the consequences is a transfer of reserves from the ac
count of a Chicago bank at the Federal Reserve Bank

MILLIONS  
OF DOLLARS

* Range for preceding week
t  Average rate of leading banks at middle of month

The accompanying diagram shows the two factors 
which ordinarily are the principal influences upon call 
money rates. They are representative of the two aspects 
of the call money market, demand and supply. The 
amount of brokers loans outstanding at any time may be 
taken as representative of the demand. When brokers 
loans are rising the demand for such loans is increasing 
and additional funds are being called for; and con
versely, when the volume of loans is decreasing funds 
are being released and the demand is decreasing.

Movement of Call Loan Rates Compared with Fluctuations in 
Borrowings of New York City Banks from Federal Reserve 

Bank and in Total Brokers Loans Placed by 
Reporting New York City Member Banks.
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of Chicago to the account of a New York bank at the 
Federal Reserve Bank of New York, and thus $1,000,000 
becomes available for some New York bank to reduce its 
indebtedness at the Reserve Bank. Thus the amount 
of borrowing of the New York City banks reflects di
rectly and immediately transfers of funds to and from 
the New York district. There is also a more direct con
nection between the New York City banks and the call 
market in that in all periods of acute stringency due to 
withdrawals of funds by other lenders, the New York 
banks find themselves called upon by their broker cus
tomers to supply funds.

It is for these reasons that the position of the New 
York City banks may be taken as an index of the supply 
of funds to the call market. The accompanying chart 
shows that the movement of call money rates is closely 
related to changes in the position of the New York City 
banks and to changes in the demand for loans as indi
cated by the movement of the total volume of loans. In 
the second half of May low rates in the call market may 
be ascribed to a lessened demand for brokers loans due 
to a decline of $275,000,000 in the volume, and to a 
large flow of funds from other districts to New York 
City, which is reflected in a decline of the borrowings 
at the New York City banks from around $200,000,000 
to between $100,000,000 and $150,000,000.

It is difficult to explain fully this flow of funds 
from other districts. It does not reflect any general 
easing of the situation, for it was accompanied by in
creases in the borrowings of banks in other districts at 
the Reserve Banks.

M e m b er  B a n k  C redit

The security loans of reporting member banks have 
been reduced further during the past month, and the 
total loans and investments of these banks have declined 
slightly below the volume of a year previous for the first 
time in several years. As the accompanying diagram 
indicates, however, it is desirable in making comparisons 
with a year previous to note that May 1928 marked the 
culmination of a period of unusually rapid expansion of 
credit which carried the total loans and investments of 
reporting banks to a level more than 9 per cent above a 
year previous. The following table shows the changes 
in the loans and investments of the reporting banks 
compared with a year ago, and with two years ago.

(In millions of dollars)

M ay 25, 
1927

M ay 29, 
1928

M ay 29, 
1929

Chang

M ay 25, 
1927

e from

M ay 29, 
1928

Loans:
On securities....................................
All other............................................

Investments:
U .S . Gov’t securities...................
Other securities...............................

6,003
8,636

2,640
3,020

7,097
8,857

2,994
3,212

7,102
9,100

2,897
2,902

+ 1 ,0 9 9  
+  464

+  257 
—  118

+  5 
+  243

—  97
—  310

Total............................................... 20,298 22,160 22,001 +  1,703 —  159

The table shows that the growth in the principal types 
of member bank credit over the two-year period has been 
very uneven; security loans, notwithstanding the de
cline in the past two months, remain over 18 per cent 
larger than in May 1927; other loans, largely commer
cial, have increased only about 5 per cent; U. S. security

B IL L IO N S  O F D O L L A R S
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Total Loans and Investments of All Reporting Member Banks.

holdings have increased about 10 per cent, due to 
large purchases in 1927; and other security holdings 
have shown a small net reduction, due to substantial 
sales during the past year.

B rokers  L o an s  for  “ O t h e r s ”
During the recent period of contraction in member 

bank loans, the volume of funds loaned to brokers and 
dealers in securities by other lenders has increased to 
new high levels. The changes in brokers loans during 
the past two years are reviewed in the following table.

(In millions of dollars)

Change from

M ay 25, 
1927

M ay 29, 
1928

M ay 29, 
1929

M ay 25, 
1927

M ay 29, 
1928

Total Brokers Loans as reported 
by N. Y . City banks:
For own account............................
For out-of-town correspondents 
For others.........................................

932
1,173

860

1,219
1,608
1,642

773
1,540
2,975

—  159 
+  367 
+  2,115

—  446
—  68 
+  1,333

Borrowings of Stock Exchange 
members from private bankers 
and others*...................................... 476 662 1,194 +  718 +  532

3,441 5,131 6,482 + .3,041 +  1,351

♦April 30 of each year

From these figures it is evident that brokers’ borrow
ings have practically doubled during the period in which 
member bank loans and investments have increased less 
than 9 per cent. Further, it is apparent that most of the 
brokers loans have come from sources other than member 
banks; in fact, the actual increase in loans from the 
funds of New York banks and their correspondent banks 
is probably smaller than that shown above, as the indi
cated loans placed for out-of-town banks probably include 
a considerable proportion of loans for customers of those 
banks.

C o m m e r c ia l  P a p e r  M a r k e t

The volume of open market commercial paper out
standing through 23 firms declined 9 per cent further 
during April, and, at $351,000,000 on the 30th, was 
38^2 Per cent smaller than the amount outstanding a
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year ago. During May, there was little indication of 
an increase in the amount of new paper coming into 
the market. High borrowing costs to the user of the 
open market and the difficulty experienced by the 
dealers in disposing of paper to investors have resulted 
in a continued curtailment of this form of business 
financing. Dealers’ quoted offering rates for the usual 
grade of prime paper generally remained at 6 per cent 
but there were some sales of the paper of smaller con
cerns reported at 6*4 per cent, on bids from the banks.

B il l  M a r k e t

The amount of dollar acceptances outstanding in this 
market declined $94,000,000 further during April, but 
remained $40,000,000 larger than on April 30, 1928. 
The reduction during the first four months of this year 
totaled $173,000,000, or 13Y2 per cent, whereas there 
were much smaller decreases in three of the previous 
four years, and a moderate increase in the fourth.

Early in May, there was an advance of about Ys per 
cent in open market bill rates, which brought the rates 
back to levels approximately the same as those prevail
ing before the temporary reduction of the latter part 
of April. For the balance of the month, unendorsed 
bills up to 4 months maturity were offered at 5Y2 Per 
cent, and 5 and 6 months bills at 5 % -5 %  per cent. A t  
these levels, investment demand was about equal to the 
supply of bills.

N e w  F inan cin g

New security issues by domestic corporations were 
somewhat smaller in April than in the preceding month, 
but were about $125,000,000 larger than in April 1928. 
A  considerable part of this increase over last year was 
accounted for by a larger amount of issues by invest
ment trusts, and other financial and holding companies.

Stock issues by domestic companies were again much 
heavier than a year ago, with the increase largely con
centrated in common stock flotations. Financing by 
domestic municipalities and States continued in smaller 
amount than a year ago.

Foreign financing was in very small volume in April, 
and the total amount of funds raised in this country, 
including flotations of domestic corporations for employ
ment in foreign countries, has been about $200,000,000, 
or 45 per cent, smaller in the first four months of this 
year than in the corresponding period of 1928.

In May, the larger domestic corporate flotations con
tinued to take the form chiefly of stock issues. Prelim
inary figures indicate that the total was somewhat larger 
than in April, but smaller than a year ago.

S e c u r i t y  M a r k e t s

Stock prices during the first few days of May con
tinued the upward movement of the latter part of April, 
with the result that price averages, representative of the 
market as a whole, again reached slightly higher levels 
than ever before. Thereafter, however, the broad trend 
of the market turned irregularly downward; substantial 
reactions on a number of days were followed by lesser 
recoveries. From the level of early May the general

average of stocks had declined toward the end of the 
month by about 7 per cent. The net declines for the 
period were most pronounced in the industrial issues, 
which generally receded somewhat below the previous 
low levels of the year reached on the February reaction. 
Public utility stocks continued to advance during the 
first half of the month, but in the latter half showed a 
decline from their highest level about one-half as large 
as that in industrial shares; the railroad stocks strength
ened temporarily, following the decision of the Supreme 
Court in the O ’Fallon case, and subsequently showed 
only a small net decline. The turnover of stocks on the 
Exchange was somewhat heavier than in April, but did 
not approach that of the extremely active markets of 
March.

Bond prices again turned downward in May following 
a temporary recovery in April. Domestic corporate bond 
averages generally receded over IYl points, more than 
canceling the April recovery, and consequently reached 
new low levels since early in 1926. An average of 40 
foreign bond issues likewise lost more than the %  point 
rise during April, and an average of the prices of the 
eight United States Government bond issues now out
standing declined about 21/4 points from the highest 
prices reached on the April recovery to a level approxi
mately as low as that of mid-March, but subsequently 
recovered about Y2 point.

G o l d  M o v e m e n t

The only gold movements worthy of note during May 
were the receipt of $15,683,000 in two shipments from 
Germany, and $4,000,000 in four lots from Argentina. 
Other imports were negligible, as were exports of gold. 
In addition there was a further gain of $16,000,000 to 
this country’s gold stock through the release of gold 
which had been held under earmark for foreign account.

According to a preliminary calculation, the gold move
ment during May was as follows: Imports, $20,196,000; 
exports, $201,000; net decrease in gold earmarked for 
foreign account, $16,127,000; net gain to country, $36,-
122,000. The net gain in the first five months of the 
present year was $147,814,000, as against a net loss in 
January-May 1928 of $229,105,000.

C e n t r a l  B a n k  R a t e  C h a n g e s

The National Bank of Rumania raised its rediscount 
rate twice during May, first from 6 to 8 per cent on the 
3d and again to 9 Y2 Per cent on the 14th. The 6 per 
cent rate had been in force since September 1920. 
These increases follow upon the stabilization of the leu 
in February of the present year. Until these increases 
were made, the official rate was out of line with private 
rates ruling at Bucharest. On April 27 the ratio of 
total reserves (gold and foreign exchange) to notes and 
demand liabilities at the central bank was 42.1 per cent, 
the gold ratio alone being 32.6 per cent. The statutory 
minima are 35 per cent total cover and 25 per cent gold 
cover. Gold held on April 27 was equivalent to $51,- 
700,000; exchange was $15,100,000, and total cover was 
$66,800,000. Liabilities covered by these reserves totaled 
$158,600,000.

On May 9 the Imperial Bank of India reduced its
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rediscount rate from 7 to 6 per cent, after a reduction 
from 8 to 7 per cent in April. The successful weathering 
of the winter monsoon, and the end of the credit demand 
stimulated by the export season, made possible these rate 
reductions. Last year the seasonal lowering to 6 per 
cent was not effected until June 21.

F o r e i g n  E x c h a n g e

The exchanges watched with most interest during May 
were the pound sterling and the reichsmark. A  move
ment of funds from London to New York was reported 
in the early part of the month, stimulated by the recur
rence of high call money rates in this market. Sterling 
weakened after May 10, and dropped from the level of 
$4.85%, around which it had hovered during the previ
ous month, to a new low of $4.84 13/16 on the 23d. It 
was last reported at $4.84 31/32, which is about the 
gold import point from London to New York.

The reichsmark was quiet and weak in the vicinity of 
$.2371 until the 15th, when it rose to $.2376. Follow
ing this, it moved to $.2378% on the 20th, $.2380 on the 
23d, and then to a new high of $.2385 in the course 
of trading on the 28th. A  simultaneous firming in 
London to 20.35 reichsmarks to the pound sterling from 
a low of 20.47 reichsmarks (20.43 being parity with the 
pound), gave rise to a report that Germany might be 
in a position to take gold in London.

In contrast with the general firmness which they dis
played in April, most of the other European exchanges 
were weak during May. The Dutch guilder opened 
the month at $.4021, and declined to a low of $.4017 
on the 23d, but closed the month well above its April 
average of $.4014%. Other European exchanges which 
fell off slightly during May were the Danish and Nor
wegian crowns, the Italian lira, and the Swiss franc. 
The Spanish peseta continued its decline, dropping in 
the course of the month from $.1431 on the 1st to $.1416 
on the 28th.

Canadian exchange showed no tendency to recover 
and fluctuated only slightly around a discount of %  
per cent. The Argentine peso and the Brazilian milreis 
moved in a relatively wide range during the month, the 
former closing below the April average of $.9560% and 
the latter with a loss of four points at $.1188. The Far 
Eastern exchanges continued weak: Japan slid off 43 
points to $.4452 and the rupee was down from $.3628 
to $.3617.

F o r e i g n  T r a d e

Exports of merchandise, valued at $427,000,000 in 
April, showed more than the usual seasonal decline from 
the high figure of March, but continued to compare 
favorably with the corresponding month of previous 
years. Imports, valued at $409,000,000, showed a con
siderable increase over the previous month, contrary to 
the usual tendency, and were also larger than in April 
of any year since 1920.

Shipments abroad of raw cotton and grains were sea
sonally less than in March, and together were valued at 
less than the shipments made last year. The value of 
the exports of refined petroleum products also declined 
from the previous month, but showed an increase over

M IL L IO N S  O F D O LLA R 'S

Growth in Exports o f Finished Manufactures Compared with 
All Other Exports.

a year ago. Quantity receipts of raw silk and crude 
rubber were 30 and 45 per cent, respectively, larger than 
in April 1928.

Since 1922, there has been a gradual change in the 
composition of our exports, as the accompanying dia
gram shows. A  steady gain in the value of exports of 
‘ 1 finished manufactures ’ ’ has occurred, while, except for 
wide seasonal fluctuations, the value of exports of all 
other products has remained practically constant. The 
group of finished manufactures consists chiefly of auto
mobiles, gasoline, and machinery. Exports of these prod
ucts in the early months of 1929 have considerably ex
ceeded those of the corresponding period in any recent 
year. Important elements in other exports are cotton, 
tobacco, raw and manufactured food products, lumber, 
and metals, the total of which is strongly dominated in 
its seasonal movements by shipments of farm products.

B u i l d i n g

A  sharp rise in building contracts during April car
ried the total awarded in the 37 States from which re
ports are received by the F. W . Dodge Corporation to a 
level practically as high as a year ago, following sub
stantial declines during the preceding months of 1929. 
There were large increases over March in contracts for 
residential buildings and for public works and utilities, 
but the only type of construction to show an increase 
over April 1928 was public works and utilities. The 
increase in this group was 30 per cent.

The recovery in April does not appear to have con
tinued in M ay; there was a drop of about 22 per cent 
from a year ago in the daily average amount of contracts 
awarded during the first 24 days of the month.

As a result of the large contract volume of April, the 
decline from a year ago for the period from January 1 
to April 30 was reduced to 11 per cent. The accompany
ing diagram of building contracts awarded during the 
first four months of each of the past five years indicates 
that the total this year was the smallest since 1925, due 
principally to the 27 per cent decline in residential con-
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A L L  O TH E R

COMMERCIAL AND  
INDUSTRIAL

PUBLIC W ORKS  
AND U T IL IT IE S

RESIDENTIAL

273

388 r

256

2*060

269
2,003

316

593
|504|

300

898 849

2,127

1 9 2 5  1 9 2 6  1 9 2 7  1 9 2 8  1 9 2 9
Building Contracts Awarded During the First Four Months of 

Each Year, Classified by Type of Construction 
(In millions of dollars).

tracts from the high level of last year. Public works 
and utilities contracts were 3 per cent smaller than in 
the corresponding period of 1928, but were larger than 
in any previous year. Commercial and industrial build
ing contracts combined were 16 per cent above the first 
four months of 1928, and were the largest since 1926.

B a n k  E a r n i n g s  a n d  E x p e n s e s  i n  1 9 2 8

This bank's annual study of operating ratios of repre
sentative member banks in this district, which has just 
been completed for the year 1928, shows some interesting 
changes compared with other recent years*. Gross earn
ings of these banks expressed as percentages of total 
available funds were the highest in recent years, but the 
ratio of net earnings was approximately the same as in 
the previous six years.

The increase in gross earnings was due partly to a 
slightly higher average ratio of loans and investments to 
total available funds, and partly to a somewhat higher 
rate of return on loans and investments, especially in 
the large New York City banks, which adjust their 
lending rates to money market conditions more rapidly 
than do country banks. The average rate charged by a 
number of representative New York City banks on loans 
to customers advanced from 4.38 per cent in December 
1927 to 5.50 per cent in December 1928, whereas rates 
charged on customers loans by banks outside of New 
York, especially in the smaller localities, have shown 
but little increase. The proportion of gross earnings 
derived from the sale of securities was reduced in 
1928, accompanying a declining bond market, but mis
cellaneous income increased somewhat.

A  rise in expense ratios offset the increase in gross 
earnings, however, so that the ratio of net earnings to 
total available funds was no larger in 1928 than in 1927 
or in several preceding years. The principal increases in 
the ratios of expenses to gross earnings were in interest 
paid on deposits, due to a continued increase in the pro
portion of time deposits, and in interest paid on bor
rowed money, due to the increased indebtedness of mem
ber banks at the Reserve Bank during the past year. In

* Circular No. 914 containing these ratios for the selected 
banks, grouped according to size and according to the proportion 
of time deposits, will be mailed on request.

addition, losses charged off on loans and discounts and 
on securities increased in 1928; consequently, the ratio 
of net profits to gross earnings was smaller than in 1927.

Business Profits
Reflecting the high level of business activity during 

the first quarter of this year, net earnings of 235 indus
trial and mercantile companies were 33 per cent larger 
than in the corresponding period of 1928, and were 42 
per cent larger than in the first quarter of 1927, accord
ing to a compilation made by this bank. The concerns 
making quarterly statements, which are included in this 
tabulation, comprise only a small proportion of all cor
porations in this country, and while it is probable that 
the returns for all companies, if available, would present 
a less favorable condition than do the reports for the 
limited number of corporations, it is still evident that 
the first quarter of 1929 was a period of unusually large 
corporate profits.

The copper and steel companies showed the largest 
increases in net profits over a year ago; the former re
ported net earnings two and one-half times as large, and 
the latter more than double the profits of the first quarter 
of 1928. These large increases were followed closely by 
the reported earnings of the oil concerns, and of the 
motor parts and accessories companies, but in the case 
of the oil companies the increase represented chiefly a 
recovery from the small earnings of a year ago. A  num
ber of other groups showed net profits from 10 to 50 per 
cent higher than a year ago. The only types of com
panies making less favorable showings in the first 
quarter of 1929 than a year ago were the building sup
plies companies, and the leather and shoe concerns, the 
latter probably reflecting the effects of the decline in 
hide prices.

The increase in earnings of telephone and other public 
utility companies was about twice as large as occurred 
in the first quarter of 1928. Net operating income of 
Class I railroads was 19 per cent larger than a year ago, 
and 15 per cent above that of the first quarter of 1927.

(Net profits in thousands of dollars)

Number
First quarter

Corporation groups 1927 1928 1929

16 75,121 94,736 98,948

(excl. tires)
16 6,580 6,775 12,816

Oil.............................................................. 24 21,727 12,081 23,524
15 44,911 36,276 73,835

Food and food products................... 31 32,338 33,662 38,075
Machine and machine mfg.............. 17 9,630 9,656 12,586

6,770 8,684 21,724
Coal and cok e ...................................... . 6 3,186 1,383 2,329
Other mining and smelting............. 12 6,835 7,032 11,892

11 12,996 14,729 19,269
Building supplies................................. 11 4,592 3,936 3,381
Railroad equipment............................ 5 5,502 5,371 6,004

6 9,032 11,393 14,315
4 1,994 1,701 1,965

Leather and shoe................................. 5 703 1,471 Def. 1,375 
1,0536 1,042 678

Miscellaneous....................................... 43 44,707 57,159 68,839

Total 17 groups............................... 235 287,666 306,723 409,180

Telephone (net operating income). 88 58,700 62,700 69,600
Other Public Utilities........................ 95 206,100 226,100 263,000

Total Public Utilities.................... 183 264,800 288,800 332,600

Class I Railroads.................................
(Net operating income)

183 225,500 217,400 259,500
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C o m m o d ity  Prices

In recent weeks there have been rather severe declines 
in the prices of several commodities. The most pro
nounced weakness has been in wheat prices which, ap
parently due to a large carry-over and good prospects 
for the new crop, have declined to around 95 cents a 
bushel, as compared with $1.25 near the end of February. 
Cotton has declined sharply since March from above 21 
cents to below 19 cents, and there have been substantial 
declines also in wool and other farm products. Livestock 
prices, however, have remained moderately high.

Among the non-agricultural commodities, price move
ments have been mixed. There have been reactions in 
the non-ferrous metals which in March had reached the 
highest levels since 1920. The largest decline has been 
in copper, which, after advancing from around 14 cents 
a year ago to 24 cents last March, has subsequently 
declined slightly below 18 cents; zinc and lead prices 
also have lost part of their recent advance. The most 
consistent strength has been in prices of pig iron and 
finished steel. Crude petroleum, following a decline in 
January, was advanced sharply in the latter part of 
May to the highest level since early in 1927.

This bank’s index of basic commodity prices, which is 
strongly influenced by the movement of the few com
modities which have recently fluctuated most widely, 
declined steadily during the nine successive weeks 
ended May 18. As the accompanying diagram shows, 
however, a more inclusive index such as that of the 
United States Bureau of Labor Statistics, which com
prises a large number of finished products as well as 
basic commodities, declined only slightly in April and 
in general has been relatively stable since last autumn.

PE R  C E N T

The United States Bureau of Labor Statistics Index of Wholesale 
Prices said Federal Reserve Bank of New York Basic 

Commodity Price Index

P rod u ction
Productive activity in leading industries increased 

to new high levels in April. Automobile output for 
the third successive month was larger than ever be
fore; in the case of motor trucks the increase over 
the March figure was considerably larger than the usual

seasonal increase, but production of passenger cars 
showed less than the usual increase. The average daily 
rate of pig iron production reached a level that has 
been exceeded only in May and June 1923. Produc
tion of steel ingots declined less than usual from the 
record level of March, and our index, which is adjusted 
for seasonal variations and for year-to-year growth, 
reached the highest level since 1918. In spite of this 
large output, however, new orders kept pace with ship
ments, and consequently production has been maintained 
close to peak levels in May. Production of copper in
creased further to a volume about one-third larger than 
a year ago, and our index advanced to the highest level 
since 1918. Increases occurred also in our indexes of 
mill consumption of cotton and of silk, and in produc
tion of lumber, cement, and a majority of other prod
ucts. Output of coal, after seasonal allowance, recov
ered the major part of the large loss sustained in the 
preceding month, but production of petroleum was 
curtailed further.
(Computed trend of past years* 100 per cent; adjusted for seasonal variations)

1928 1929

Apr. Feb. Mar. Apr.

Producers' Goods
Pig iron................................................................. 107 116 120 122
Steel ingots.......................................................... 114 122 121r 129
Cotton consumption........................................ 89 107 102 106
Woolen mill activity*......... . ......................... 83 95 95 99p

130Silk consumption*............................................ 98 109 113
107 119 112 109p

90Bituminous coal................................................. 83 99 79
103 110 114 118
98 81r 84 93 p 

132Copper, U. S. mines........................................ 99 130 127r
Lead........................................................................ 92 91 99r 109
Zinc......................................................................... 101 111 94 99
Tin deliveries...................................................... 105 100 114 123
Leather, sole........................................................ 113 102 94 101
Cement.................................................................. 113 106 100 110
Paper, total.......................................................... 106 108 105
Wood pulp........................................................... 95 108r 102

Consumers' Goods
Hogs slaughtered.............................................. 96 96 89 102
Cattle slaughtered............................................ 91 85 89 96
Sheep slaughtered............................................. 102 103 104 124
Calves slaughtered............................................ 80 77 79 79
Farm produce shipped................................... 87 103 98 113
Wheat flour.......................................................... 107 103 98 109
Sugar meltings, U. S. ports.......................... 77 90 91 91

95 102 100
Anthracite coal................................................... 111 107 73 100
Paper, newsprint............................................... 88 86 86 87
Tobacco products.............................................. 101 107 104 120
Boots and shoes................................................. 88 97 r 96 9 6p 

133p109 130 120
Automobile, passenger r ................................. 103r 138r 146r 137r
Automobile, truck............................................ 87 155 136 147

* Seasonal variation not allowed for p Preliminary r Revised

In d exes of B u sin ess A c t iv ity

Business activity, in spite of some irregularity, con
tinued at a high level in April. Merchandise and mis
cellaneous car loadings increased more than usual, and 
this bank’s index reached the highest level since June 
1927; other car loadings also increased, whereas usually 
there is an 11 per cent decline from March. Exports 
declined more than usual, but imports, instead of show
ing the decline which generally occurs, increased, and 
this bank’s index rose sharply. Department store sales 
declined somewhat from the high level of March, partly 
due to unfavorable weather conditions, and partly to the 
early date of Easter this year, but remained above the 
level of a year ago. In 140 centers outside of New York 
City, bank debits declined more than usual from March 
to April.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

June 1, 1929



FEDERAL RESERVE AGENT AT NEW YORK 47

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

Apr. Feb. Mar. Apr.

Primary Distribution
Car loadings, merchandise and misc......... 104 103 103 106
Car loadings, other........................................... 95 104 87 102
Exports.................................................................. 87 105 110 lOOp

98 117 110 123p
Panama Canal traffic...................................... 89 91 90 91
Wholesale trade................................................. 93 100 101 104

Distribution to Consumer
Department store sales, 2nd Dist............... 99 101 107 101
Chain grocery sales.......................................... 102 103 96 94
Other chain store sales................................... 98 99 102 94
Mail order sales. ............................................ 96 102 106 119
Life insurance paid for.................................... 99 104 107 102
Advertising.......................................................... 97 98 99 97

General Business Activity
Bank debits, outside of N. Y . City ........... 112 112 113 109
Bank debits, New York C ity......... . ........... 162 187 194 170
Velocity of bank deposits, outside of

New York C ity ......................................... 116 125 128 121
Velocity of bank deposits, New York City 
Shares sold on N. Y . Stock Exchange. . .

164 210 216 195
306 313 338 304

Postal receipts.................................................... 87 87 84 85
Electric power..................................................... 104 106 106
Employment in the United States............ 96 99 100 101

102 102 101 112
Building contracts, 36 States....................... 133 108 91 121
New corporations formed in N . Y . State 110 119 109 112

General price level............................................ 175 179 180 179
Composite index of wages............................. 221 225 227 226
Cost of living...................................................... 169 170 171 171

p Preliminary

W h olesa le  T ra d e

Although there were seasonal declines in several lines 
from March to April, wholesale trade in this district in 
general continued in substantial volume and was con
siderably larger than in April 1928. One more selling 
day in April this year than last was a factor in the in
crease, but after adjustment to a comparable basis there 
were substantial increases over a year ago in sales of 
men’s clothing, cotton goods, shoes, hardware, paper and 
general stationery, and diamonds. Mill sales of silk 
goods showed an unusually large increase, and sales of 
machine tool manufacturers continued much larger than 
a year ago.

Stocks of merchandise held by dealers at the end of 
April showed no consistent change compared with a year 
ago; considerable decreases were reported in stocks of 
groceries, shoes, hardware, and jewelry and diamonds,

Commodity

Percentage 
change 

April 1929 
compared with 

March 1929

Percentage 
change 

April 1929 
compared with 

April 1928

Per cent of 
accounts 

outstanding 
March 31 
collected 
in April

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1928 1929

Groceries............................
M en’s clothing................
Cotton goods...................
Silk goods*........................
Shoes...................................
Drugs..................................
Hardware..........................
Machine tools**..............
Stationery..........................
Paper...................................

+  4 .5  
— 36.9
—  3 .8  
— 16.0*  
— 29.1  
+  0 .8  
+ 1 7 .3
—  4 .4
—  5 .3  
+  0 .2  
+  9 .8  
— 11.6

+  5 .8

+  oli
—  3 .2 *  
+  3 .5  
+  3 .3  
+  1 .0

+  3 .9  
+ 1 4 .8  
+ 1 0 .4  
+ 3 1 .2 *  
+ 1 1 .3  
—  1 .8  
+  7 .2  
+ 4 4 .0  
+  9 .0  
+ 1 2 .6  
+ 2 8 .9  
—  4 .2

— 10.7

+ Y . 6
+  6 .7 *  
— 14.1  
+ 2 6 .9  
—  9 .2

73 .9
33 .8

' ’ 45*.i
4 4 .7
53 .4
4 5 .4

67 .0
65 .4

} 26 .9

77 .2  
36 .7

“ 4 6 ’.3
45 .2
49 .3  
47 .6

‘ * 741i
68 .4

} 27 .3Diamonds..........................
Jewelry............................... } +  9 .6 }— 10.6

Weighted Average.. . —  9 .4 + 1 2 .4 51 .8 53 .8

♦Quantity not value. Reported by Silk Association of America
♦♦Reported by the National Machine Tool Builders’ Association

and increases of varying amount in stocks of cotton 
goods, silk goods, and drugs.

D e p a rtm e n t Store T ra d e
Following the substantial increase reported in March, 

the average daily sales of leading department stores in 
this district in April showed practically no change from 
a year ago, although, due to one more selling day than 
in April 1928, total sales for the month were about 4 
per cent larger. The decline from the March volume 
apparently was due partly to the fact that Easter busi
ness was done in March this year, and partly to unfavor
able weather conditions in April. The New York City 
and Newark stores reported moderately large increases 
in their total sales, but the majority of the remaining 
localities showed decreases. Following increases from a 
year ago in each month since August, the sales of the 
apparel stores showed a slight decline in April.

The percentage of outstanding charge accounts col
lected during the month was slightly lower than a year 
previous for the first time since August.

Locality

Percentage 
change 

April 1929 
compared with 

April 1928

Per cent of 
accounts 

outstanding 
March 31 

collected in 
April

Net
sales

Stock 
on hand 
end of 
month 1928 1929

New York................................................................. +  5 .8  
—  1 .5

+  1.1
—  2 .2

52 .8 5 0 .7
51 .3 52 .1

+  1.1  
+  0 .1  
+  5 .6  
—  1 .3

+  3 .6  
+  7 .5  
+  6 .1  
+  5 .0  
—  5 .6

4 1 .6 43.1
Syracuse.................................................................... 34 .2 37 .3
Newark...................................................................... 4 5 .7 46 .2
Bridgeport................................................................
Elsewhere.................................................................. —  5 .3 “ 32 .2 “  35! 7

Northern New York State............................ — 14.1
Central New York State............................... — 11.7
Southern New York State............................ —  3 .7
Hudson River Valley Dist............................. +  3 .9  

—  4 .6Capital District.................................................
Westchester District........................................ — 13.5

All department stores..................................... +  4 .3 +  1 .4 48 .8 48 .1

Apparel stores.................................................... —  0 .9 —  5 .4 4 8 .3 55 .2

Musical instruments, furniture, and home furnishings 
were prominent among the departments which showed 
the principal increases in April. Comparisons of sales 
and stocks in major departments with those of a year 
ago are given in the following table.

Net sales 
percentage change 

April 1929 
compared with 

April 1928

Stock on hand 
percentage change 

April 30, 1929 
compared with 
April 30* 1928

Musical instruments and radio............ + 3 1 9 .4 + 8 .3
+  23.1 + 2 .0

Cotton goods................................................ +  16.9 3 .8
Home furnishings....................................... +  14.9 + 5 .9
Linens and handkerchiefs....................... +  11.4 + 6 .2
Toilet articles and drugs......................... +  8 .2 4 .4
Women’s and Misses’ ready-to-wear.. +  4 .1 + 5 .5
Silverware and jewelry............................. +  3 .8 8 .6
Toys and sporting goods......................... +  1 .9 + 6 .9
Books and stationery................................ +  1 .8 + 4 .4
Women’s ready-to-wear accessories.. . +  1 .2 1 .6

+  0 .3 + 8 .3
—  2 .1 7 .0

Men’s furnishings....................................... —  5 .0 — 1 .9
Silks and velvets......................................... —  5 .2 — 8 .8
Luggage and other leather goods......... —  5 .5 + 3 .6
Men’s and Boys’ wear.............................. —  18 .0 + 1 .7
Woolen goods............................................... —  18.2 14.3
Miscellaneous............................................... —  2 .5 — 4 .4
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Index Number of Production of Manufactures 
and Minerals Combined, Adjusted for Sea

sonal Variations (1923-25 average =
100 per cent).

of Labor Statistics (1926 average =  
100 per cent).

MILLIONS or DOLLARS 2000

Total |

MILLIONS OF DOLLARS 2000

1925 1926 1927 1928 1929 
Reserve Bank Credit: Monthly Averages of 

Daily Figures for 12 Federal Reserve Banks 
(Latest figures are averages of 

first 22 days of May)
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Money Rates in the New York Market. 

(May rates are averages for first 24 days)

(Summarized by the Federal Reserve Board)

I NDUSTRIAL activity continued at a high level in April, and the volume 
of factory employment and payrolls increased further. Loans and invest

ments o f member banks in leading cities continued to decline between the 
middle of April and the middle of May, and were at that time at approxi
mately the same level as a year ago.

P r o d u c t io n

Industrial activity increased in April to the highest level on record. The 
iron and steel and automobile industries continued exceptionally active during 
April. Activity in copper refining, lumber, cement, silk and wool textiles, 
and the meat-packing industry increased, and production of cotton textiles 
showed a less than seasonal reduction. Factory employment and payrolls 
increased, contrary to the seasonal trend.

Output of mines was also larger in April. Copper and anthracite coal pro
duction increased and the seasonal decline in output of bituminous coal was 
smaller than usual. Petroleum production declined slightly.

Preliminary reports for the first half of May indicate a continued high 
rate of operation in the iron and steel industry. Output of lumber and 
bituminous coal was somewhat larger during the first part of May than at 
the end of April.

Building contracts awarded during the month of April increased sharply 
and for the first time in five months approximated the total for the corre
sponding month in the preceding year. The increase was not continued, how
ever, in the first part of May wThen awards averaged 20 per cent below the 
same period in May 1928. During April most classes of building showed 
seasonal increases over March, the largest being in contracts for residential 
building and public works and utilities.

D is t r ib u t io n

Shipments of commodities by rail increased during April and were the 
largest for this month in any recent year. The increase from March reflected 
larger loadings of miscellaneous freight, lumber, livestock, and ore. During 
the first half o f May shipments of freight continued to increase.

Sales at wholesale declined seasonally in April, except in the case of gro
cery and hardware firms. In comparison with April 1928 all lines of trade 
reporting to the Federal Reserve System showed increases. Department store 
sales were also smaller in April than in March, but continued above the level 
of a year ago.

P r ic e s

Wholesale commodity prices averaged slightly lower in April than in 
March, according to the index of the United States Bureau of Labor Sta
tistics, reflecting primarily declines in prices of farm products and their 
manufactures. Prices of mineral and forest products and their manufactures, 
on the average, showed little change. There were increases in the prices of 
iron and steel, and sharp declines in copper, lead, and tin. Seasonal declines 
occurred in prices of coal and coke, while gasoline prices advanced.

Prices of farm products and their manufactures averaged lower in April 
than in March. Prices of grain, especially wheat, moved downward more 
sharply and wool and cotton continued to decline. Livestock and meat prices 
continued the upward movement of the previous month, but at a slower rate; 
hides averaged slightly higher in price, and leather somewhat lower. Among 
imported raw materials, rubber, sugar, and coffee showed marked price reces
sions. Early in May cattle, hides, and wheat prices declined sharply and the 
price of rubber increased.

B a n k  Cr e d it

During the four weeks ended May 15 loans and investments of member 
banks in leading cities showed a decrease of nearly $200,000,000, largely in 
loans on securities together with some further decline in investments. All 
other loans, chiefly for commercial and agricultural purposes, remained un
changed at a relatively high level.

There was a further reduction in the average volume of Reserve Bank 
credit outstanding between the weeks ended April 24 and May 22, owing largely 
to additions to the country’s monetary stock of gold. The decline was in dis
counts for member banks; holdings of acceptances and of United States 
securities showed practically no change.

Open-market rates for commercial paper remained unchanged as did rates 
on prime bankers acceptances, except for a temporary decline at the end of 
April and a recovery in the first week in May. In the first three weeks of May 
rates on collateral loans averaged considerably higher than in April.

Business Conditions in the United States
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MONTHLY REVIEW
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York July 1 , 1929

M o n e y  M a r k e t  in June

For the greater part of June money rates were more 
stable and relatively easier than for some months pre
vious. From the first to the 22nd of the month call 
money hardly varied from 7 per cent. Time money de
clined from 8Y2 to 7 %  per cent, and towards the end of 
the month offering rates for bankers acceptances were 
generally reduced by %  of one per cent. This easier ten
dency reflected some release of bank reserves as a result 
of the liquidation of bank credit since the end of March, 
a temporary release of funds through Treasury tax day 
operations, a renewed gold import movement, and some
what greater willingness on the part of the banks to 
supply the market with funds.

These tendencies were interrupted in the last week of 
the month. While gold imports continued, their effect 
was more than offset by a reversal of the trend in bank 
credit. Between May 29 and June 26 the total loans and 
investa of reporting member banks increased 400 
million .,,^ars to the highest level since April 3, and 
reached a level 400 million dollars higher than a year 
ago. A  large part of this increase was in loans on se
curities and reflected a renewed rapid increase in security 
prices, together with the unusually large volume of new 
security issues.

Mid-year movements of funds and holiday currency 
demands coming on top of this large increase in the 
demand for credit from other causes placed unusual 
pressure on the money market. New York City banks 
increased their borrowings at the Reserve Bank to 333 
million on June 29, and to 425 million on July 1, a figure 
21 million above the high point of January 2, and the 
highest in recent years. Rates for call money rose to 10 
per cent on June 24 and stayed at that level until Mon
day, July 1, when the rate rose to 15 per cent, with loans 
reported outside the Exchange at even higher figures.

Money Rates at New York

June 29, 1928 M ay 31, 1929 June 28, 1929

Stock Exchange call loans......................... * 6 ^ -8 *0 *7-10
Stock Exchange 90 day loans.................. 5 H - 7A 8 H 7 V r %
Prime commercial paper............................ 4 ^ - 5 6 6
Bills— 90 day unindorsed. . . ...................
Customers’ rates on o ommercial loans. 
Treasury certificates

4Vs 5H 5 H
f4 .8 4 f5 .7 8 f5 .7 9

Maturing September 1 5 ........................ 5 .0 6 4 .5 9
Maturing December 15..........................

Federal Reserve Bank of New York
3 .9 9 5 .0 2 4 .6 6

Federal Reserve Bank of New York
4 X 5 5

buying rate for 90  day bills................. 4 534 3 H

E f f e c t  o f  S u b s c r ip t io n s  T h r o u g h  R ig h t s
From June 14 to 21, payments fell due for about 500 

million dollars of corporation capital stock issues against 
rights. Additional payments of over 300 million dollars 
were due July 1. A  study of the effect of these large 
new issues, payment for which was made during June, 
indicates that, while these payments were probably a fac
tor in the increase in the demand for loans during the 
latter half of the month, a part of the proceeds of new 
issues were loaned temporarily at least in the call loan 
market by the corporations receiving funds, and so 
constituted a supply of funds which partly offset the 
increased demand for loans. In this way corporations 
issuing new stock in effect lent buyers part of the funds 
with which to buy the stock. To this extent the trans
action was a bookkeeping operation involving simply an 
exchange of obligations, though it appears in the statis
tics on the one hand as an increase in corporation capital 
and on the other hand as an increase in brokers loans for 
account of others.

A  part of the increase in brokers loans during June 
apparently reflected, as in previous periods, the effect of 
a rise in stock prices. The day-to-day demand for loans 
has followed closely one day behind the movement of 
average stock prices, and has shown substantial increases 
on a number of days when there were no subscriptions
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payable in sufficient amount to account for the increases 
in borrowings. The accompanying diagram indicates that 
the rise in brokers loans in June has been in general pro
portionate to the rise in stock prices. The increase in 
brokers loans was accompanied by some increase in bank 
deposits and consequently an increase in the reserve re
quirements of the New York City banks.

T r e a s u r y  O p e ra tio n s  
For a few days around the June 15 tax period, Treas

ury operations tended to create a condition of ease in the 
money market. As usual, the Treasury paid out on June
15 a larger amount through interest payments and the 
redemption of maturing securities than it received 
through tax payments and other receipts on that day. 
In New York alone the excess of Treasury disbursements 
over receipts on June 15 amounted to over 150 million 
dollars. This gain of funds to the market enabled the 
New York banks to reduce their indebtedness at the 
Reserve Rank and several banks acquired substantial 
surplus reserves for a few days.

Such conditions ordinarily would tend to cause heavy 
offerings of funds in the call loan market, with a conse
quent decline in rates, but the day of the largest surplus 
of funds was Saturday when there was no market for 
loans, and by Monday, June 17, extraordinarily heavy 
income tax collections more than absorbed the surplus 
funds. Consequently, Stock Exchange call loans remained 
at the 7 per cent rate which had prevailed during the 
greater part of the first half of June. On the following 
days the continued collection of tax checks and resulting 
withdrawals of funds by out-of-town banks led to a rapid 
increase in the indebtedness of New York City banks, 
and with other causes led to firm money conditions.

S t r e n g t h  in  G o v e r n m e n t S e c u r it ie s  
Yields on short-term Government securities showed a 

notable decline during the month. The new issue of 
nine months Treasury certificates of indebtedness, carry
ing a coupon rate of 5 %  per cent was heavily oversub
scribed and advanced immediately to a premium in the 
open market; so that the yield at the market price near 
the end of the month had declined by about Y% per cent. 
Long-term Government issues also were strong. This 
strength in Government securities is ascribable in part to 
purchases by corporations seeking employment for the 
proceeds of new stock issues.

Apparently due in part to the strong demand for the 
new Treasury issue, holdings of Government securities 
by reporting member banks showed an unusually small 
increase on the report date following June 15. Usually 
the Government security holdings of these banks are in
creased by about 100 million dollars or more after a new 
issue is sold, and subsequently decline as the securities 
are distributed to other investors. On June 19 of this 
year, however, the holdings of these banks increased only 
29 million dollars. B i l l  M a r k e t  

During most of June, the investment demand was well 
in excess of the supply of acceptances coming into the 
market, with the result that dealers’ portfolios of bills 
declined substantially and toward the end of the month 
were unusually small. The principal source of the de
mand for bills was foreign investors. Open market

offering rates were unchanged at 5 %  per cent for unen
dorsed bills until near the end of June, when there was a 
reduction of Ys per cent.

In May the volume of bills outstanding showed a de
cline of less than $4,000,000, the smallest decrease so far 
this year. Outstandings of $1,107,000,000 on May 31 
were $66,000,000 larger than a year ago, according to 
the American Acceptance Council survey.

C o m m e r c ia l  P aper  M a r k e t

Although the country bank investment demand for 
paper showed signs of increasing, the commercial paper 
market in general remained inactive in June. Supplies 
of new paper coming into the market were, if anything, 
smaller than in May. On May 31, outstandings through 
23 firms were $305,000,000, compared with $351,000,000 
at the end of April and $541,000,000 on May 31, 1928. 
In June, the generally quoted rate for prime names con
tinued to be 6 per cent, the rate that has prevailed since 
early in A pril; notes of the less well known concerns 
continued to bear 6 %  per cent interest.

T re a su ry  T a x  P eriod  O p eration s
Transactions conducted by the Reserve Banks for the 

United States Treasury during the June tax period in
cluded for the country as a whole the redemption of 
about $529,000,000 of 4 %  per cent Treasury certificates 
of indebtedness, the payment of approximately $98,000,- 
000 of interest due on the public debt on June 15, the 
collection of close to $550,000,000 of income taxes, cover
ing the second quarterly payments on 1928 income, the 
sale and issuance of $404,000,000 of new Treasury cer
tificates bearing 5Ys per cent interest and maturing 
March 1930, and the receipt of $80,000,000 of interest 
from foreign governments on their funded indebtedness 
to the United States.

As usual a substantial part of these transactions 
occurred in New York. As a result the turnover of 
funds at the Federal Reserve Bank of New York, includ
ing operations for the Treasury as well as the ordinary 
banking transactions, reached a total on Saturday, June 
15, of nearly 1*4 billion dollars. This amount included 
only a small part of the income tax collections, as most 
of the tax checks were cleared on June 17 and on the 
following days; also the usual banking operations were 
in smaller volume than would have been the case on a 
full business day.

The principal operations for the Treasury and also 
ordinary banking operations on June 15 are summarized 
as follows:

Fiscal Agency Operations:
Securities redeemed................................................................................... $174,000,000

90.000.000
31.000.000
80.000.000 
16,000,000

Allotments to new issue. .........................................................................
Interest paid.................................................................................................
Foreign debt payments received..........................................................
Income taxes collected.............................................................................

T otal........................................................................................................... $391,000,000

Banking Operations:
Checks and other collections................................................................. $585,000,000

151,000,000
14.000.000
22.000.000 
63,000,000

Wire transfers..............................................................................................
Currency payments and receipts.........................................................
New loans to member banks.................................................................
Member bank loans paid.........................................................................

Total........................................................................................................... $835,000,000

Total, all operations............................................................................. $1,226,000,000
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Estimates of world gold production and the net amount 
available for monetary purposes in 1928 and preceding 
years, published recently by Joseph Kitchin,* are of par
ticular interest as bearing on the question of the probable 
future adequacy of the supply of gold as the basis for 
the world’s money and credit. These latest figures in
dicate that total world production has increased notice
ably above the estimates made by Mr. Kitchin a few 
years ago, and that the amount available for monetary 
purposes has considerably exceeded expectations, espe
cially during the past three years. Mr. Kitchin’s figures 
for the past ten years, converted from sterling into dol
lar amounts, are as follows:

(In millions of dollars)

P r o d u c tio n  o f  M o n e t a r y  G o ld

Total
production

Consumed 
in arts 

and 
Orient

Balance 
available 

for money

1919 365 304 61
1920 336 110 226
1921 331 66 265
1922 319 218 101
1923 367 188 179
1924 394 334 60
1925 394 216 178
1926 399 154 245
1927 401 148 253
1928 409 163 246

During the first few years of this period there was a 
steady decline in gold production, which, however, was 
probably continued in 1922 only because of a strike in 
the Rand in that year. Mr. Kitchin in 1921 estimated 
that world production would rise from about 325 mil
lion dollars in 1921 to about 350 million in 1930. A t that 
time it appeared that the Rand had passed its maximum 
output, and that any increase in other producing areas 
would tend to be largely offset by a decline in this larg
est of producing gold fields.

It has developed, however, that the “ New Rand”  has 
increased its output considerably beyond expectations, 
and that the “ Old Rand”  has maintained its output at 
approximately the level of 1919-1920. In addition, gold 
production has been resumed in Russia, and has been 
materially increased in Canada. Consequently, world 
production rose in 1928 to above 400 million dollars. Mr. 
Kitchin now estimates that the annual production of gold 
will remain around 400 million dollars until 1940, after 
which he expects a marked decline.

Estimates of the net amount of new gold likely to be 
available for monetary uses have been even more diffi
cult, due chiefly to the uncertainty as to the purchases of 
gold by the Orient. Chiefly because these purchases have 
been less than estimated, Mr. Kitchin’s estimates of new 
gold to be added to the world stock of monetary gold 
have been materially exceeded. In the past ten years the 
average annual addition to the monetary gold stock has 
amounted to over 180 million dollars or about 1.8 per 
cent of the total stock, and in the past three years, the 
annual average has been close to 250 million dollars or 
about 2.3 per cent. For the next five years Mr. Kitchin 
estimates an average annual additon to the monetary 
gold stock of about 2 per cent.

* Harvard Review of Economic Statistics, May 1929.

While it has been estimated by various economists that 
an annual increase of 3 per cent in the gold stock was 
required before the W ar to provide the gold base for the 
increasing currency and credit requirements of the 
world’s trade, without a decline in the price level, there 
have been several developments during recent years 
which would tend to reduce the need for gold. These 
include the partial substitution in several countries of 
deposits in gold standard countries for actual gold hold
ings, following the heavy movement of gold to the United 
States during and after the W a r; the withdrawal of gold 
currency from circulation in many countries; and a re
duction in legal gold reserve requirements, especially in 
the United States, accompanying the establishment of the 
Federal Reserve System.

N e w  F in a n cin g

Security offerings in May, reported by the Com
mercial and Financial Chronicle, reached a total of 
$1,500,000,000, of which $1,100,000,000 represented new 
capital, the largest total ever reported for any month. 
This very large volume was chiefly the result of an un
usual amount of direct offerings by corporations to their 
stockholders in the form of rights to subscribe to new 
securities. Stock offerings by domestic corporations to
taled $863,000,000, as compared with $294,000,000 a year 
ago, and bond offerings amounted to $426,000,000, as 
against $320,000,000 in May 1928.

Financing through the issuance of rights included an 
offering of $142,000,000 of common stock by the United 
States Steel Corporation; $119,000,000of Anaconda Copper 
Mining Company stock; $219,000,000 of American Tele
phone and Telegraph convertible debentures; $87,000,000 
of common stock of the Pennroad Corporation offered to 
Pennsylvania Railroad stockholders; $51,000,000 of 
Bethlehem Steel Corporation stock; and a number of 
other issues, individually somewhat smaller, but at the 
same time totaling a substantial amount. While these 
issues were announced in May, actual payments for the 
bulk of the securities fell due between the middle of June 
and the fifth of July, and consequently had no effect 
upon the money market until that time. The proceeds 
of several of the offerings to stockholders, notably the 
Anaconda Copper, United States Steel, and American 
Telephone and Telegraph issues, will be used in part to 
retire outstanding obligations of these companies on 
maturity or call dates in the near future.

May municipal and State financing was larger than a 
year ago for the first time in a number of months, due 
to the inclusion of $52,000,000 of corporate stock of the 
City of New York which was taken for private account 
at a 4.81 per cent interest cost to the city. New foreign 
financing in this country, including flotations by domes
tic corporations for employment in foreign countries, 
was considerably heavier than in April, but still was less 
than half of the volume of May 1928.

In June, there was some decline in security offerings 
— both bond and stock issues— of domestic industrial, 
public utility, and railroad corporations; also a marked 
decrease in flotations by investment trusts and other 
financial companies.
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Prices o f Industrial, Public Utility, and Railroad Stocks (Standard 
Statistics Company indexes; 1926 average =  100 per cent).

S ecu rity  M a r k e ts

During June the general level of stock prices made a 
net advance of about 14 per cent from the low point of 
late May, and reached a new high level for all time on 
June 29. The principal element in this rise was an ad
vance of 29 per cent in the prices of public utility shares 
to higher levels than ever before, but there was an ad
vance also of 11 per cent in representative industrial 
and railroad stocks. The advance in the rail issues car
ried average prices to new high levels, slightly above 
their previous high point of February, and industrial 
stocks advanced to a level close to their high average 
reached early in May. The volume of trading on the 
New York Stock Exchange was not as large as in pre
vious months; the daily turnover declined in the second 
week of June to a little over 2 million shares, and for the 
month the average was around 3 million shares, notwith
standing a few 4 million share days towards the end of 
the month.

Bond prices fluctuated without any discernible trend 
during June. There was a slight advance in domestic 
corporation and foreign bonds in the first part of the 
month, but subsequently prices declined again and to
ward the end of June were at approximately the lowest 
level of the past three years. The average price of the 
eight long-term United States Government bonds now 
outstanding, after holding steady during the first part of 
the month, advanced more than Y2 point after midmonth.

F oreign  E x ch a n g e

During June the pound sterling continued to display 
marked weakness. It remained throughout most of the 
month below $4.85, and fell on the 15th to $4.84% , at 
which point gold could be brought with a small profit 
from London to New York. About $9,300,000 was so 
imported, with but slight effect; apart from a temporary 
recovery to $4.85 3 /32  on the 27th, sterling was quoted 
during most of the second half of the month at 
$4.84 13/16, a level at which gold might still be taken 
for shipment here.

Other major European exchanges were generally fea

tureless. Guilders, which had strengthened in April and 
lost 3 %  points in May, weakened further in June, stand
ing at $0.4016% on the 27th, or three and one-half 
points below par. The reichsmark maintained itself 
easily above its parity of $0.2382 with a high of $0.2386^4 
on the 19th and a closing quotation of $0.2383 on the 
27th. This strength reflected in part the reopening of 
the market to German borrowing, signalized by a num
ber of short and long term loans. The French franc, 
which has generally been quoted below $0.0391, crossed 
that level on the 17th and has firmed at around 
$0.0391%. The return to Paris of funds needed for 
June-end balance purposes may account for this strength. 
The lira was quiet at $0.0523Ys^A- The Swedish crown 
was the only currency to display the decided strength 
which has in earlier years been normal at this season to 
most European exchanges. Aided by the close of its 
spring import season, it advanced from $0.2673% to one 
point over par at $0.2681 on the 27th. The peseta fluc
tuated widely, reaching a high of $0.1432 on the 11th, 
weakening later to $0.1395, and closing the month around 
$0.1416y2.

In the Far East the yen continued its slow decline, 
sliding off from $0.4416 on the 1st to $0.4380 at last 
report. The Canadian dollar, ruling at a discount of 
about 7/s  Per cent, derived no benefit from the shipment 
of $2,000,000 in gold made in June. The Argentine peso, 
moving in a range of $0.956014 to $0.9487%, showed no 
marked recovery, despite the arrival of $14,500,000 in 
gold from Buenos Aires.

C en tra l B a n k  R a te  C h an ges
W ith the exception of a decrease in the discount rate 

of the Imperial Bank of India from 6 to 5 per cent on 
June 6th, there were no changes in the official rates of 
the foreign central banks in June. Sixteen central banks 
have increased their rates since the New York bank rate 
was raised to 5 per cent in July 1928. Of thirty-six 
foreign central bank rates on record here, 28 are higher 
than the rate of the Federal Reserve Bank of New York, 
3 are on a level with it, and 5 are lower.

G o ld  M o v e m e n t
The decline of the pound sterling to $4.84%  in June 

brought about a resumption of the flow of gold from 
London to New York which was interrupted last Febru
ary by the raising of the Bank of England discount rate 
from 4Y2 to 5 %  per cent. During the month, $9,278,000 
in gold was received in New York from London and a 
further shipment of approximately $5,000,000 was re
ported from London on the 27th. A  Canadian shipment 
of $2,000,000 was also received— the first since the 
$4,000,000 shipped last March— and arrivals totaling 
$14,522,000 reached New York from Buenos Aires in 
June. Earmarkings for foreign account increased by 
$7,500,000, but exports were negligible.

The preliminary figures for the month are as follows: 
imports, $26,348,000; exports, $271,000; increase in gold 
earmarked, $7,502,000; net gain of gold to country, 
$18,575,000. The June inflow follows substantial gains 
of gold in each of the preceding four months. The net
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gain in the first six months of 1929 was approximately 
$170,000,000, compared with a net loss in January to 
June 1928 of $278,900,000.

The principal gold movement of interest abroad was the 
resumption, late in June, of German takings of gold in Lon
don which were reported to a total of about $29,000,000.

In tern a tio n al P a y m e n ts  o f th e  U n ite d  S ta te s
The annual study of the balance of international pay

ments of the United States, recently issued by the De
partment of Commerce, shows several substantial changes 
in 1928 compared with the previous year. The merchan
dise export balance of this country was over 250 million 
dollars larger in 1928 than in 1927, and was the largest in 
several years. Tourist expenditures showed a further mod
erate increase, and were larger than in any previous year.

Among the most interesting items were the estimated 
capital movements shown in the report. New invest
ments abroad by Americans are estimated to have in
creased more than 350 million dollars over 1927, and new 
foreign investments in the United States are calculated 
at a figure nearly 325 million dollars higher. Public 
offerings of new foreign securities in this country de
clined somewhat in 1928, due to the fact that, following 
an exceptionally large volume of flotations during the 
first half of the year, rising money rates caused a sub
stantial reduction in new issues in the latter half, but it 
is estimated that the decline in public offerings was more 
than offset by a substantial increase in purchases of se
curities from foreigners in small lots during the year.

The merchandise export balance of the United States 
in 1928 was so large as to require an amount in settle
ment more than equal to the net amount of new Amer
ican investments abroad over foreign investments in the 
United States. The withdrawal of 272 million dollars of 
gold from this country was largely reflected in a reduc
tion in foreign funds held by banks in the United States.

The following is a< brief summary of the Department 
of Commerce estimates for 1928, with comparable figures 
for 1927.

(In millions of dollars)

1927 1928

Commodity transactions:
Net merchandise exports................................................ ............. + 5 8 3

— 444 
+ 5 1 9  
+ 2 0 6  
— 200 
—  60 
—  4

+ 8 3 7

— 525
+ 5 2 3
+ 2 1 0
— 189
—  84
—  42

Miscellaneous invisible items:
Tourist expenditures......................................................................
Interest on private investments abroad.................................
War-debt receipts of U. S. Government................................
Immigrant remittances............................................... ..
Freight paym ents...........................................................................
Other items.............................................................. .................... ..

Total commodity and invisible items................................. + 5 8 8 + 7 3 0

New American investments abroad, net....................................
New foreign investments in U. S., net....................................
Reduction in net debt of U. S. banks to foreigners..............

— 853
+ 1 5 8

*
— 1217

+ 481
— 226

Total private capital items................................... ............ — 695 — 962

Gold shipped or earmarked, net.................................................... + 1 5 4 + 2 7 2

Net discrepancy.......................................................................... 47 40

* Not reported.

F oreign  T r a d e

The foreign merchandise trade of the United States 
declined in May. Exports showed more than the usual

seasonal reduction, and the total valuation of $387,000,- 
000 was $36,000,000 smaller than in May 1928, the first 
decrease from a year previous since last September. Im
ports, valued at $401,000,000, declined less than usual 
from April and were $47,000,000 larger than a year ago. 
Consequently, there resulted an unfavorable balance of 
trade for the first time in three years.

Compared with the previous month, exports of finished 
manufactures showed the largest decline— the second 
successive heavy decline among these products from the 
very high level of March. Compared with a year ago, 
nearly the entire loss in the value of total exports is 
accounted for by a reduction in the value of crude ma
terials exported, chiefly raw cotton.

Imports in May were again the largest in the corre
sponding month of any year since 1920. Increases over 
a year ago were quite general among the various groups. 
The largest gain of $27,000,000 was in the group of semi
manufactures, which consisted mainly of copper, brass, 
tin, and paper stock. Imports of finished manufactures 
increased $9,000,000 in value. The volume of raw silk 
imports was somewhat smaller than a year ago, but 
quantity receipts of crude rubber, although considerably 
less than in the past few months, were about 50 per cent 
larger than in May 1928.

B u ild in g

Building contracts awarded in 37 States east of the 
Rockies, after increasing to a volume equal to that of a 
year ago in April, declined to 12 per cent below in May. 
This decline, reported by the F . W . Dodge Corporation, 
was principally the result of a 34 per cent reduction in 
the figures reported for the New York and Northern New 
Jersey district; other reporting districts combined had 
a loss of less than 4 per cent from a year ago. For all 
districts, total residential contracts in May were consid
erably below a year ago, and public works and utilities 
projects were somewhat smaller, but contracts for com
mercial and industrial buildings together were well above 
the level of May 1928. A  continued decline in June is 
indicated by figures for the first three weeks, the daily 
average of which was 17 per cent smaller than a year ago. 
The decline again was chiefly in the New York district.

The decline from last year in total building contracts 
awarded during the first five months has amounted to
11 per cent in the case of the 37 reporting States, and 
to 24 per cent for the New York and Northern New Jer
sey district alone. Two districts— the Pittsburgh and 
the Northwestern— have shown increases over a year ago, 
and all of the remaining districts have had much smaller 
reductions than the New York territory.

E m p lo y m e n t an d  W a g e s

Factory employment in New York State declined only 
0.8 per cent in May, while the usual decline amounts to 
1.7 per cent. This bank’s index; consequently advanced 
further, and reached the highest level since the autumn 
of 1926. The index, which is based on employment in 
representative factories, as reported by the State De
partment of Labor, but which has been adjusted to 
allow for the usual seasonal variations and to bring the 
general level into agreement with total factory employ-
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PER CENT

Factory Employment in New York State, Adjusted for Seasonal 
Variations (1925-27 =  100 per cent).

ment as reflected by census data, is shown in the accom
panying diagram.

Highly satisfactory employment conditions are at
tested to also by a continued high level of voluntary 
labor turnover— the highest for any May in five years—  
and by the comparatively large number of orders for 
workers relative to applications for employment at State 
Employment Bureaus. Also, there are reports that out- 
of-door activities are absorbing a large volume of labor, 
particularly for agricultural work and for highway and 
railroad construction; in fact there are some indications 
of a shortage of experienced farm labor.

Average weekly earnings of New York State factory 
employees in May were practically unchanged from those 
of April, and established a new high level for the month 
of May. Payrolls were the largest for any May since 
1923.

Production
Production in leading industries continued at an 

unusually high level in May. Output of pig iron in
creased to a new record, exceeding for the first time the 
high figures of May and June 1923. Production of steel 
ingots advanced to a new high record, whereas usually 
production in May is considerably below the March peak. 
Output of motor trucks also exceeded that of any pre
vious month; passenger automobile production declined 
only slightly more than is usual in May, and was the 
second largest for any month on record.

Mining of bituminous coal in May was at a higher 
rate than had prevailed at that season for some years 
past, but output of anthracite declined slightly, whereas 
usually there is an increase over April. Production of 
coke was the largest for any month since May 1923. 
Further curtailment of average daily petroleum produc
tion for the month of May is indicated by preliminary 
figures, but data show that production reached its lowest 
level early in the month, and has subsequently increased 
sharply to a new high record. Mine production of cop
per was curtailed slightly in May from the very large 
output of April.

Mill consumption of silk declined sharply in May, but 
cotton consumption increased considerably, and our index 
reached the highest level since September 1927. Other 
increases after seasonal allowance were in the output of 
wheat flour, tobacco products, shoes, newsprint paper, 
tin deliveries, and zinc, while declines occurred in woolen 
mill activity, in* output of the meat packing industry, 
and in sugar meltings.

Trade reports for June indicate the development of 
some irregularity in the industrial situation. Unfilled 
orders of the United States Steel Corporation declined 
only 124,000 tons in May, the smallest decline for that 
month since 1922, and as a result the rate of steel mill 
output in June was little lower than in May. Curtail
ment in automobile production, however, is reported to 
have been somewhat more than the usual decline. Out
put of petroleum continuously increased, and in each 
of the first three weeks of June established a new high 
record.

(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

M ay Mar. Apr. M ay

Producers' Goods
Pig ironr............................................................... 107r 117r 118r 126r

135rSteel ingotsr........................................................ 109r 118r 122r
Cotton consumption........................................ 97 102 106

98
111
94 p 

109
Woolen mill activity*..................................... 85 95
Silk consumption*............................................ 115 113 130
Petroleum............................................................. 108 112 110 109p

90Bituminous coal................................................ 82 79 90
Coke....................................................................... 110 114 118 128
Copper, U. S. minesr...................................... 105r 128r 134r 131r
Lead....................................................................... 93 99 112r 113
Zinc......................................................................... 98 94 99 101
Tin deliveries...................................................... 87 114 123 134
Leather, sole....................................................... 112 94 101 94
Cement.................................................................. 125 100 l l l r 112
Wood pulp........................................................ .. 99 102 105

Consumers' Goods
Hogs slaughtered.............................................. 100 89 102 96
Cattle slaughtered............................................ 101 89 96 94
Sheep slaughtered............................................. 109 104 124 128
Calves slaughtered.......................................... 82 79 79 70
Farm produce shipped................................... 103 98 113 107
Wheat flour......................................................... 109 98 109 116
Sugar meltings, U. S. ports.......................... 67 91 91 73
Gasoline................................................................ 96 100 98
Anthracite coal.................................................. 114 73 100 90
Paper, newsprint............................................... 96 86 87 92
Printing activity............................................... 106 116 116
Tobacco products............................................. 108 104 120 124
Boots and shoes................................................ 96 96 96 106p

122 121 132
Automobile, passengerr................................. 103r 146r 137r 133r
Automobile, truckr.......................................... 94r 135r 146r 154r

In d exes o f B u sin ess A c t iv ity

Average daily car loadings of heavy bulk freight in
creased more than usual in May, but loadings of mer
chandise and miscellaneous freight, which had shown 
more than the usual expansion in April, declined 
slightly. Foreign trade showed mixed changes; exports 
had a further decline of more than seasonal proportions, 
but imports declined less than usual, and our import 
index reached the high levels prevailing in 1926. After 
seasonal allowance, sales of both department stores and 
mail order houses increased in M ay; our adjusted index 
of department store sales did not equal the high level 
of last March, but was higher than in May 1928.
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This bank’s indexes of business activity in which 
allowance has been made for the usual seasonal varia
tions, for year-to-year growth, and where necessary for 
price changes, are shown in the following table.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

M ay Mar. Apr. M ay

Primary Distribution
Car loadings, merchandise and misc........ 105 103 106 105
Car loadings, other.......................................... 96 87 102 104
Exports.................................................................. 104 110 100 95p
Imports................................................................. 105 110 122 124p
Panama Canal traffic...................................... 84 90 91
Wholesale trade................................................. 100 101 104 107p

Distribution to Consumer
Department store sales, 2nd Dist.............. 101 107 101 103
Chain grocery sales.......................................... 103 96 94 94
Other chain store sales................................... 98 102 94 103
Mail order sales................................................. 101 106 119 126
Life insurance paid for................................... 100 107 102 101
Advertising.......................................................... 95 99 97 98

eneral Business Activity
Bank debits, outside of New York City. 111 113 109 107
Bank debits, New York C ity. ...................
Velocity of bank deposits, outside of

167 194 170 178

New York C ity ............................................. 117 128 121 123
Velocity of bank deposits, New York City 169 216 195 201
Shares sold on N . Y . Stock Exchange.. . 307 338 304 329
Postal receipts.................................................... 92 84 85 87
Electric power.................................................... 108 106 110

101Employment in the United States............ 96 100 101
113 101 112 106

Building contracts, 36 States...................... 144 91 121 119
New corporations formed in N . Y . State 121 109 112 112

General price level........................................... 177 180 179 179
Composite index of wages............................ 222 227 226 226
Cost of living...................................................... 171 171 171 171

p Preliminary

W h o le sa le  T ra d e

May sales of reporting wholesale dealers in this dis
trict showed an average increase of 7 per cent over last 
year. Sales of diamonds were considerably larger than 
a year ago and sales in all other reporting lines except 
hardware showed at least small increases. The Silk 
Association also reported a substantial increase in quan
tity sales of silk goods, as compared with a year ago. 
Sales reported by the National Machine Tool Builders 
Association continued to be much larger than last year, 
and were more than 2 %  times as large as in May 1927.

Commodity

Percentage 
change 

M ay 1929 
compared with 

April 1929

Percentage 
change 

M ay 1929 
compared with 

M ay 1928

Per cent of 
accounts 

outstanding 
April 30 
collected 
in M ay

Net
Sales

Stock 
end of 
month

Net
Sales

Stock 
end of 
month 1928 1929

Groceries........................... +  4 .5  
— 32.9

—  7 .0 +  2 .3  
+  1 .5  
++ 1 5 .5 *  
+  4 .6  
+  2 .0  
—  4 .3

+  5 .1 75 .7 75 .3
Men’s clothing............... 34 .2 35 .1
Cotton goods................... —  5 .0 — '9 .7 — i3 .9
Silk goods*....................... — 16.8* +  3 .9 *  

— 10.0
+  6 .4 *  
— 19.3

49 *.2 4 7 ‘.4
Shoes.................................. +  3 .9  

— 15.4
47 .0 4 4 .7

Drugs................................. —  0 .7 + 3 6 .3 5 6 .2 4 5 .3
Hardware.......................... —  3 .6 —  1 .6 —  4 .3 5 1 .0 50 .6
Machine tools**............ +  4 .6  

+  3 .7  
—  1 .3

+ 6 2 .8  
+  1 .9  
+  7 .8  
+ 2 6 .8  
+  5 .9

Stationery........................ 7 6 ‘.9 75 '.i
Paper.................................. 64 .9  

} 25 .1
67 .8  

1 2 7 .0Diamonds......................... —  6 .9 1 1— 16.9Jewelry.............................. + 3 4 .0 >—  9 .3
'

Weighted Average... —  7 .0 +  7 .1 5 4 .0 53 .0

* Quantity not value. Reported by Silk Association of America
♦* Reported by the National Machine Tool Builders’ Association

Stocks of groceries, silk, and drugs showed an increase 
from a year ago, while stocks of cotton goods, hardware, 
shoes, and jewelry and diamonds were smaller. Collec
tions were slightly slower than in May 1928.

D e p a rtm e n t S tore  T ra d e

Trade at leading department stores in this district 
was somewhat irregular in May, but the total sales of 
reporting stores were about 2 %  per cent larger than a 
year ago. The largest increases in sales were reported 
by Rochester and Newark stores, but there were moderate 
increases also in New York, Buffalo, Syracuse, the 
Northern and Central sections of New York State, and 
in the Capital district. Leading apparel stores re
ported an average increase of 5 per cent over May 1928.

Stocks of merchandise in department stores in gen
eral showed an increase approximately in proportion to 
the increase in sales, so that the rate of stock turnover 
was about the same as a year ago. The percentage of 
outstanding charge accounts collected during May aver
aged slightly lower than last year.

Locality

Percentage 
change 

M ay 1929 
compared with 

M ay 1928

Per cent of 
accounts 

outstanding 
April 30 

collected in 
M ay

Net
sales

Stock 
on hand 
end of 
month 1928 1929

+  2 .0  
+  4 .2  
+  8 .0  
+  1 .4  
+  6 .0  
—  1 .3

+  2 .2  
—  0 .9

5 3 .3 5 0 .4
5 5 .4 4 6 .7

+  0 .2  
+  4 .9  
+  7 .7  
—  1 .0

4 2 .6 4 2 .4
Syracuse....................................................................

4 5 .8 46 *.4

—  0 .2 —  3 .5 4 0 ‘.6 3 9 .7
Northern New York State............................ +  2 .2  

+  3 .2  
—  2 .1

Central New York S ta te ..............................
Southern New York State............................
Hudson River Valley District..................... —  0 ,6
Capital District................................................. +  4 .9  

—  7 .8Westchester District................................... • . * •

All department stores..................................... +  2 .5 +  2 .3 50 .4 4 8 .2

Apparel stores.................................................... +  5 .2 —  2 .9 51 .1 4 9 .4

Department store sales of radio sets continued much 
larger than a year previous, and sales of sporting goods 
and shoes also showed substantial increases. Most of 
the apparel departments also showed moderate increases.

Net sales 
percentage change 

M ay 1929 
compared with 

M ay 1928

Stock on hand 
percentage change 

M ay 31, 1929 
compared with 
M ay 31, 1928

Musical instruments and radio................. + 5 0 .4 — 12.8
Toys and sporting goods.............................. + 2 0 .9 +  1 .2

+ 1 7 .2 —  0 .6
M en’s and Boys’ wear.................................. +  7 .7 +  6 .4
W omen’s and Misses’ ready-to-wear. . . +  6 .6 +  8 .9
Toilet articles and drugs............................. +  6 .3 —  4 .1

+  5 .8 +  2 .4
M en’s furnishings........................................... +  5 .4 +  0 .5
W omen’s ready-to-wear accessories. . . . +  4 .2 +  3 .4
Cotton goods.................................................... +  4 .2 —  7 .2
Luggage and other leather goods............ +  3 .4 +  8 .7
Books and stationery.................................... +  2 .1 —  3 .9
Home furnishings............................................ +  1 .1 +  7 .0
Hosiery.......................... ..................................... +  1 .0 +  5 .8
Linens and handkerchiefs............................ +  0 .4 +  2 .4
Silverware and jewelry................................. —  1 .7 —  9 .4
Silks and velvets............................................. —  9 .3 — 1 2 .0
Woolen goods.................................................... — 2 2 .4 — 12 .9
Miscellaneous.................................................... —  6 .3 —  7 .9
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and Minerals Combined, Adjusted for Sea
sonal Variations (1923-25 average =100 per cent).

PER CENT PER CENT

Wholesale Price Index of United States Bureau 
of Labor Statistics (1926 average =100 per cent).

1927 1928  1929
Monthly Averages of Weekly Figures for Re

porting Member Banks in Leading Cities 
(Latest figures are averages of first 

three weeks of June).

1925 1926 1927 1928 1929
Money Rates in the New York Market (June 

rates are averages for first 22 days).

(Summarized by the Federal Reserve Board)

P RODUCTION and distribution o f commodities continued at a high rate in 
May. Wholesale commodity prices declined further during the month, 

but more recently showed some advance. Total loans and investments of 
member banks in leading cities have increased since the latter part o f May.

P r o d u c t io n

Industrial production continued large in May and was accompanied by a 
further increase in the volume of factory employment and payrolls. Output 
of the iron and steel industry increased further, and shipments of iron ore 
during May were the largest for that month o f any recent year; production 
of pig iron, steel ingots, and coke was at record levels; and semi-finished and 
finished steel were produced in large volume. During the first half o f June 
steel operations remained close to capacity, although some decline from the 
high rate of May was reported. Output o f automobiles, which has been in 
unusually large volume since the beginning of the year, showed a slight 
reduction in May. Copper production at mines, smelters, and refineries de
creased during May but continued large. Combined stocks of refined and 
blister copper at the end of May were the largest since 1927. Zinc, lead, 
petroleum, and bituminous coal were produced in larger volume than in April, 
while the output of anthracite coal declined. Output in the textile industries 
continued large in May although there was a decline in activity in silk mills. 
Meat production, while larger than in April, increased less than is usual at 
this season.

Value of building contracts awarded declined in May, and was below last 
year’s level, the decrease in comparison with 1928 being chiefly in residential 
building. During the first two weeks in June contracts averaged 15 per cent 
less than in the same period in 1928.

The June 1st crop summary o f the Department of Agriculture indicated an 
increase o f 43 million bushels, or more than 7 per cent, in the crop of winter 
wheat. The condition o f spring wheat, barley, and hay was reported to be 
better than a year ago.

D ist r ib u t io n

The volume of freight shipments increased seasonally in May and con
tinued substantially above the total of a year ago. Department store sales 
increased in May and were 2 per cent larger than in the same month in the 
preceding year.

P r ic e s

Wholesale prices continued in May the downward movement o f the previous 
month, according to the index of the United States Bureau of Labor statistics. 
The decline of the general level was chiefly the result of price declines in 
agricultural products and their manufactures, although prices of other products 
also declined slightly. Prices of cotton and grains continued sharply down
ward in May and there were marked declines in the prices o f bogs, wool, and 
lambs. Prices of mineral and forest products and their manufactures aver
aged lower in May than in April, particularly those o f copper, lead, and tin; 
petroleum and gasoline, and iron and steel advanced in price; while in lumber 
there was a slight decline.

Since the latter part o f May prices o f cattle and hides have advanced 
sharply and there have been increases in the prices o f grains, bogs, and cotton.

B a n k  C r e d it

Total loans and investments o f member banks in leading cities, which 
were at a low point for the year in the latter part o f May, increased consider
ably during the subsequent 3 weeks and on June 19 were about $250,000,000 
larger than a year ago. The recent increase reflected a large growth in the 
volume of loans on securities, which had declined during the preceding 2 
months, and a further growth in loans chiefly for commercial and agricultural 
purposes. Investments declined during most of the period and on June 19 
were at a level about $450,000,000 below that of the middle o f last year.

Volume o f Reserve Bank credit outstanding, after increasing in the latter 
part of May, declined in June and, following the Treasury financial operations 
around the middle of the month, showed a small increase for the 4 weeks ended 
June 19. Discounts for member banks increased, while holdings of acceptances 
and U. S. securities showed a decline. There were some further additions to 
the country’s stock of monetary gold.

Open market rates on collateral loans declined in June, while rates on 
prime commercial paper and 90-day bankers acceptances remained unchanged.

Business Conditions in the United States
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M O N T H L Y  R E V I E W
of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Eeserve Agent Federal Eeserve Bank, New York August 1 , 1929.

M o n e y  M a r k e t  i n  J u l y

Money conditions in New York were firmer in July 
than in June, accompanying heavy indebtedness of New 
York City banks at the Reserve Bank, which persisted 
after the passing of the usual demands of the mid-year 
and 4th of July holiday. The chief causes were a curi
osity demand for the new sized currency issued on July
10 which led to an increase of $100,000,000 in the amount 
of currency in circulation, and an increased demand for 
credit largely for the security markets. The influence of 
both these causes was largely concentrated upon the New 
York money market.

The effect of public demand for the new currency is 
shown in the diagram below. There is ordinarily a close 
similarity from one year to another in the amount of cur
rency required for the June month-end and the fourth of 
July holiday. This year the changes in the total volume 
of currency in circulation outside of the Treasury and 
the Reserve Banks from the first of June to July 8 paral
leled the changes of last year; there was a regular ebb 
and flow of about $50,000,000 of currency each week, and 
an additional outflow over the end of June and the fourth 
of July amounting to about $100,000,000 for the country 
as a whole.
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For a few days beginning with July 9, however, the 
similarity between currency movements in the two years 
suddenly ceased, and when it reappeared again after 
July 15 the total amount of outstanding currency this 
year was running about $50,000,000 above the corre
sponding days in 1928, whereas before July 8 the volume 
outstanding had been running nearly $50,000,000 below 
a year previous.

The effect on the banks of this extra demand for cur
rency was to increase by a corresponding amount their 
indebtedness at the Reserve Banks. As is frequently the 
case, the demand on banks throughout the country ap
pears to have been met largely by their withdrawing 
funds they had in New York C ity ; consequently almost 
the full burden of the increased borrowing had to be car
ried by the New York City banks. The result is shown in 
the second diagram below— the increased indebtedness 
incurred by these banks over the mid-year period could 
not be retired rapidly between the 7th and the 15th of 
July, as is usually the case, but was largely continued 
throughout the month.

D e m a n d  f o r  C r e d it

The second factor in the heavy indebtedness of New 
York City banks was the sustained demand for credit.
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Indebtedness of New York City Member Banks at the Federal

Reserve Bank of New York during June and July, 1929
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The accompanying diagram shows that after the April 
and May liquidation there was again a rapid expan
sion of credit, which was considerably in excess of 
the temporary mid-year increase which frequently oc
curs, and which was not liquidated to any considerable 
extent after the mid-year period had passed. The greater 
part of this increased demand for credit took the form 
of borrowings by security brokers, but there was also an 
increase in the demand for credit for commercial and 
agricultural purposes. This increased demand for credit 
was largely concentrated upon the New York City banks 
and was responsible for the rapid increase in their bor
rowings during June. Between July 1 and July 24 these 
banks reduced their brokers loans considerably as funds 
became available from out-of-town banks and other lend
ers, but their total loans and investments on the latter 
date remained about 400 million higher than at the end 
of May. The increase in loans was accompanied by a 
steady and substantial withdrawal of deposits from New

^ ork* M oney Kates
The steady pressure of heavy indebtedness on the New 

York banks during most of July was reflected in the 
firmer tendency of interest rates. The call loan rate ad
vanced to 15 per cent on the first two days of the month, 
and to 12 per cent on three days around the middle of 
the month. Thereafter, rates declined to 7 and 8 per cent, 
but there were frequent indications of difficulty in meet
ing the demand for loans at those levels, and near the 
end of the month rates advanced to 9 and 10 per cent.

Stock Exchange time loans, after being quoted at 7*4 
to 7 %  per cent early in the month, advanced to 8 %  
per cent near the end of July. Accompanying a 
strong demand for high-grade short investments, how
ever, rates on bankers acceptances were reduced by %  
per cent early in July, and yields on short-term Govern
ment securities declined nearly Y2 per cent further. 
The demand for this type of investment was attributable 
at least in part to the temporary employment of large 
amounts of additional capital funds obtained by corpora
tions through new security issues during the mid-year 
period. After the first week of the month this demand

subsided, and yields on Government securities rose again 
to about the same levels as near the end of June. The 
average rate charged by large New York City banks on 
commercial loans to customers remained practically un
changed, and the prevailing rate on commercial paper 
sold in the open market continued at 6 per cent.

Money Rates at New York

July 31, 1928 June 28, 1929 July 30, 1929

Stock Exchange call loans....................... *5H -8 *7-10 *7-10
Stock Exchange 90 day loans................. 6 7X~H 8H
Prime commercial paper.......................... 6 6
Bills— 90 day unindorsed......................... 5 X 5 X
Customers’ rates on commercial loans.. t5.09 f5.79 15.80
Treasury certificates and notes

Maturing December 15........................ 4.28 4.66 4.77
Maturing March 15.............................. 4.32 4.59 4.52

Federal Reserve Bank of New York re
discount rate........................................... 5 5 5

Federal Reserve Bank of New York 
bujdng rate for 90 day bills................. 4H 5 X 5H

* Range for preceding week
t Average rate of leading banks at middle of month

Commercial Paper M arket
There was little increase in the activity of the com

mercial paper market during July. Sales to investing 
banks, chiefly in New England and the Middle West, con
tinued in rather small volume, and new drawings of 
paper showed no important change from the preceding 
month. The prevailing rate for prime names remained 
at 6 per cent, the quotation which has been in effect since 
early in April.

The volume of commercial borrowing being financed 
through the commercial paper market declined 10 per 
cent further during June. Outstandings of paper 
through 23 firms at the end of that month were $274,000,- 
000, as compared with $304,000,000 on May 31, and 
$503,000,000 on June 30, 1928.

B ill Market
Following the rate reduction of Ys per cent at the end 

of June, a heavy demand for bankers acceptances early 
in July was accompanied by two further decreases of Y& 
per cent which brought the offering rate for all maturi
ties of unendorsed bills down to 5Ys per cent, and, al
though the supply of bills increased somewhat, dealers’ 
portfolios remained practically unchanged from the low 
level of late June. Subsequently, the creation of new 
bills increased relative to the investment demand, and 
open market portfolios of bills toward the end of July 
were heavier than a month earlier.

During June, an increase of $6,000,000 occurred in 
the volume of bills outstanding, according to the survey 
of the American Acceptance Council, and, at $1,113,000,- 
000 on June 30, the total was $87,000,000 larger than a 
year ago. In 1928, the seasonal decline in acceptance out
standings continued through June and until September.

S a v i n g s  B a n k  D e p o s i t s

Reports from 30 representative savings banks in the 
Second District have shown unusually small increases in 
deposits during the first half of 1929, notwithstanding a 
tendency to pay higher interest rates on deposits and to 
offer more liberal terms in calculating the period on 
which interest is paid.

The following table compares the percentage change 
in deposits of reporting banks between January 10 and

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

August 1, 1929



FEDERAL RESERVE AGENT AT NEW YORK 59

July 10 with the change in the corresponding period last 
year.

Percentage change

Jan. 10 
to 

July 10 
1928

Jan. 10 
to 

July 10 
1929

New York City..................................................................... +2 .12
+ 1 .86
+ 2 .18
+ 1 .80

+ 1 .10
— 0.36
+ 1 .05
—0.23

Rest of New York State.....................................................
Northern New Jersey..........................................................
Southeastern Connecticut..................................................

Total............................................................................... + 2 .08 + 0 .85

For the district as a whole, the increase in the deposits 
of reporting savings banks during the first six months of 
this year has been less than 1 per cent, as compared with 
an increase of more than 2 per cent in the corresponding 
period last year. Reports from New York City and 
Northern New Jersey showed increases approximately 
half as large as occurred last year, and reports from 
up-State New York and from the section of Connecticut 
which is included in this district, showed actual declines 
in deposits from January to July this year, whereas there 
were increases of nearly 2 per cent in each case in the 
first six months of last year.

S e c u r i t y  M a r k e t s

The general average of stock prices advanced continu
ously during the first three weeks of July, and reached 
a new high level, 4 per cent above the average at the 
close of June. Railroad shares showed the largest rela
tive advance during July— a rise of more than 12 per 
cent, which followed an increase of 5 per cent in the pre
vious month. Public utility stocks, which in June had 
the most abrupt rise, advanced 8 per cent further in July, 
but industrial stocks, after rising early in the month to 
higher levels than ever before, subsequently receded 
somewhat. Late in the month there were recessions also 
in the railroad and utility shares. Along with advancing 
prices, the volume of trading on the New York Stock 
Exchange increased; for the month of July the average 
daily turnover was around 4 million shares, as against 
about 3 million shares in June.

Domestic corporation bonds continued to fluctuate in 
July around the lowest level in recent years, and showed 
virtually no net change in their position during the 
month. Foreign bonds listed in this market showed a 
slightly firmer tendency during the greater part of the 
month, and an average of the eight long-term United 
States Government issues now outstanding advanced 
nearly a point further, but subsequently both of these 
classes of bonds lost all of the gains.

N e w  F i n a n c i n g

Total domestic corporate new capital issues brought 
out during June were less than the unusually large vol
ume of May, but were approximately as large as a year 
ago. The total for the first six months of 1929 amounted 
to $4,100,000,000, an increase of $1,700,000,000 over the 
volume floated during the corresponding period of 1928, 
according to the compilation of the Commercial and 
Financial Chronicle. Bond offerings, amounting to 

$1,300,000,000, were in about the same volume as in the

first half of 1928, but stock issues totaled $2,800,000,000, 
as compared with $1,100,000,000 in 1928. An important 
element in the huge volume of new issues during the first 
six months of the current year, especially with respect to 
the increase in stock issues, was the large number and 
substantial amount of security flotations by investment 
trusts and financial holding companies. New financing 
by domestic States and municipalities was about $100,- 
000,000 less than in the first half of last year, and re
funding issues of domestic corporations were nearly 
$500,000,000 smaller than in the first half of 1928.

In contrast to the large increase in domestic security 
offerings, flotations of foreign securities in this market 
during the first half of 1929 were reduced 39 per cent from 
the record 1928 volume, and 25 per cent from that of 1927. 
These figures, which are based on this bank’s tabulation, 
include not only loans placed for foreign borrowers, but 
also issues floated by domestic corporations, the proceeds 
of which are to be used in foreign countries. Because of 
the inclusion of the latter type of loan, the total for the 
first half of this year was considerably larger than if 
these issues had been excluded. In fact, the greater part 
of the issues classified in the accompanying table as 
4‘ International’ ’ represents American companies’ bor
rowings of funds for employment abroad.

The largest decline occurred in European borrowings, 
which were only about one-fourth as large as in the first 
half of 1928 and only one-half as large as in 1927. Latin 
American financing was less than half of the first half of 
either of the previous two years, and security issues for 
Asia and Oceania were largely suspended. Canadian 
borrowings in this country, on the other hand, were some
what heavier than in either 1927 or 1928.

Foreign Financing in the United States during the First Six Months 
of 1927, 1928. 1929 (refunding issues excluded)

(In millions of dollars)

1927 1928 1929

Europe...................................................................... 236 433 117
Canada...................................................................... 125 108 145
Latin America......................................................... 192 176 84
Asia & Oceania........................................................ 100 112 11
International........................................................... 35 15 158

Total.................................................................. 688 844 515

E c o n o m y  i n  U s e  o f  C u r r e n c y

During the past few years there has been a decline in 
the total amount of currency in circulation in the United 
States during a period when business has been generally 
active and production in several lines has exceeded all 
previous high marks.. While this appears to be unusual 
and contradictory, an analysis of previous years shows 
that for some time there has been going on in this coun
try a continuous economy in the use of currency.

The accompanying chart presents a comparison of the 
amount of currency in circulation (after deducting cash 
held by the banks) with the long-term trend of growth of 
the trade of this country, and with an index of the gen
eral price level, all of which were calculated by this 
bank. This comparison shows that, after allowing for the 
trend of business growth and for changes in the price 
level, the use of currency has been declining almost con
tinuously for at least 45 years. During the greater part 
of this period the tendency to use less currency has been 
obscured by the increase in the population and business
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activity of this country, or by a rise in the general level 
of prices, or both, with a consequent increase in the total 
currency requirements, and it has only been within re
cent years that the tendency has become plainly apparent.

The effects of changes in the general price tevel on 
currency circulation are strikingly shown during the 
late war and the post-war recession. In fact, the increase 
in currency circulation from 1917 to 1920 appears to 
have slightly exceeded the rise in the price level and the 
growth of trade, so that there was a temporary rise in 
the adjusted currency figures, shown in the lowest line. 
This may have been due to the fact that a considerable 
amount of currency, although nominally in circulation 
in the United States, actually was taken out of the coun
try during the war and immediately following, and did 
not return rapidly until the period of depreciation of 
European currencies had largely ended. The renewed 
decline since those years, however, appears to be in line 
with tendencies which were operative for a considerable 
period prior to the war toward an increased use of checks 
for payrolls and other transactions, and reductions in the 
amounts of currency carried or hoarded.

F o r e i g n  E x c h a n g e

In contrast to its pronounced weakness during the 
month of June, sterling exchanger showed comparative 
strength during July. After closing at $4.84 29/32 on 
July 6, it rose to $4.85 3 /8  on the following Monday. 
Later it receded to $4.85, but there was no resumption of 
the June gold withdrawals for shipment to New York, 
and towards the end of the month the rate again aver
aged somewhat higher.

Quotations on Berlin, after holding above the par of 
$0.2382 through all of June, declined during the day’s 
trading on July 5 to $0.2380^/2 and remained at or above 
that level until the 17th, when a gradual rise began 
which carried the reichsmark to about $0.2384% toward 
the close of the month. The French franc sold around 
$0.0391%, with a slightly upward tendency during the

last half of the month, while the Italian lira fluctuated 
between $0.0522 15/16 and $0.0523 3 /8 . The belga re
mained safely above the gold import point, Dutch guild
ers were irregular at slightly below par, and Swedish 
crowns commanded a slight premium. Perhaps in re
sponse to reports of prospective stabilization, the Span
ish peseta was stronger than in June. Cable quotations 
opened at $0.1427 on July 1 and rose gradually to $0.1460 
on the 20th, and were only slightly below that figure 
near the end of the month. Other exchanges which im
proved during most of July were the Austrian schilling 
and the Danish crown.

The Japanese yen was another currency which ad
vanced during July on reports of prospective stabiliza
tion following the appointment of the former Governor 
of the Bank of Japan as Finance Minister in the new' 
cabinet. Yen quotations reversed their June trend and 
moved upward from $0.441/i  to above $0.46, the highest 
level since early in January of this year. The Argentine 
peso remained below the gold import figure at New 
York, in spite of large gold shipments, but was somewhat 
firmer in the latter part of the month. Canadian dollar 
exchange started the month at a discount of 29/32 of a 
cent, but there was an irregular advance which reduced 
the discount to around 9 /32  near the end of July.

G o l d  M o v e m e n t

During July there was a further inflow of a moderate 
amount of gold, which represented a continuation of the 
movements from England and Argentina, reported in 
June. Receipts from London totaled approximately $10,- 
000,000 in the first half of the month, but as sterling 
exchange became somewhat firmer in July, no further 
shipments were reported. Imports from Argentina 
amounted to nearly $21,000,000 in July and additional 
sales of gold in Buenos Aires for shipment to New York 
were reported during the month.

These imports were partly offset by the earmarking of 
$20,000,000 of gold at the Federal Reserve Bank of New 
York for foreign account, and exports of less than $1,000,- 
000, so that the net gain to the monetary gold stock of 
this country through these transactions was approxi
mately $10,000,000 in July, which, as the accompanying 
diagram shows, was the smallest net gain for any month 
since January.

The July imports brought the total receipts of gold 
from England to over $48,000,000, and the total from 
Argentina to about $51,000,000 during the first seven 
months of the year. In addition to these movements 
there were substantial shipments from Germany and also 
from Canada earlier in the year, but these imports have 
been partly offset by a net increase of about $20,000,000 
in the amount of gold held under earmark; so that the 
total gain of gold through net import and earmarking 
transactions since the first of the year has amounted to 
about $184,000,000.

The principal gold movements abroad in July were 
purchases of gold in London for shipment to Germany 
and France, which, from the riewpoint of the British 
money market, were much more important than pur
chases for shipment to New York. New reports indicated 
that a total of at least $36,000,000 of gold was taken in
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Monthly Net Gain or Loss to the Gold Stock of the United States 
(July 1929 preliminary).

London during the month for shipment to Berlin, and 
about $41,000,000 for shipment to Paris.

C e n t r a l  B a n k  R a t e  C h a n g e s

On July 2 the National Bank of Bulgaria raised its 
rediscount rate from 9 per cent to 10 per cent. The 
former rate had been fixed on December 15, 1928 follow
ing stabilization on November 22 of that year. On June 
30 of this year, the reserves of this bank were $21,421,- 
000, representing a loss of $5,754,000 in foreign ex
change, and a gain of $308,000 in gold since January 15. 
Coincidently the reserve percentage fell from 50.8 to 
44.4. The Bank Statutes provide that a reserve of 40 per 
cent consisting of gold and exchange drawn upon either 
gold or gold exchange standard countries must be main
tained against notes and demand liabilities. A  small 
amount of silver is included in the reserve temporarily.

The Bank of Java raised its rate from 4 %  to 5 %  per 
cent on July 22, after being raised from 4 to 4y2 per cent 
in February.

F o r e i g n  T r a d e

June merchandise exports, valued at $397,000,000, 
showed a slight increase over the previous month, con
trary to the usual seasonal tendency. Following the 
May decline, the value of exports was again larger than 
in the corresponding month of any year since 1920, as in 
March and April. Imports, valued at $352,000,000, 
showed more than the usual seasonal decline from the 
high levels of April and May, but remained 11 per cent 
larger than a year ago. For the year ended June 30 the 
total value of merchandise exports was $5,378,000,000, 
while the total of merchandise imports was $4,290,000,- 
000. The resulting favorable trade balance of $1,088,- 
000,000 was the largest for any recent fiscal year.

Shipments of grain and raw cotton declined further 
during June and were considerably smaller in value 
than a year ago. For the fiscal year ended June 30 the 
total value of grain exports was $70,000,000 less than in 
the preceding year, due primarily to lower grain prices.

Quantity imports of crude rubber were 73 per cent

larger in June than a year previous, and imports of raw 
silk were 20 per cent larger. For the fiscal year, the total 
volume of crude rubber imports was 30 per cent larger 
than in the previous year, and silk imports were slightly 
larger.

E m p l o y m e n t  a n d  W a g e s

Contrary to the usual seasonal movement, factory em
ployment in New York State increased slightly in June. 
After seasonal adjustment, this bank’s index, which is 
based on the figures reported by the State Department 
of Labor, reached the highest level since the spring of
1926. As compared with June 1928, the number of work
ers employed in the factories included in the reports in
creased nearly 30,000, which means that for all factories 
in the State there was probably an increase of 60,000 or 
more in the number employed. For the country as a 
whole, factory employment declined only slightly in 
June, and our seasonally adjusted index advanced to 
the highest level since the autumn of 1926.

A  further measure of improvement in employment 
conditions is found in the ratio between orders for work
ers and applications for employment at New York State 
Employment Bureaus, which after seasonal allowance 
reached in June the highest level since January 1927. 
This means that, considering the season of the year, the 
applicant has a better chance of securing employment 
than at any time in the past two and a half years.

C r o p s

The July 1 Crop Report of the United States Depart
ment of Agriculture indicated prospects at that time for 
crop yields rather generally smaller than actual harvests 
last year.

A  total wheat harvest of 834,000,000 bushels is indi
cated, as compared with 902,000,000 bushels actually har
vested last year. The estimate of the probable yield of 
winter wheat, which had been advanced from 595,000,000 
bushels on May 1 to 622,000,000 bushels on June 1, was 
reduced on July 1 to 582,000,000, which is only slightly 
larger than the 1928 harvest. The first forecast of spring 
wheat placed the expected yield considerably below that 
of 1928, and slightly below the 1923-1927 average.

The corn crop is estimated at 2,662,000,000 bushels, as 
compared with 2,836,000,000 bushels actually harvested 
last year. The crop made a very late and poor start in 
May and early June of this year, but as a result of favor
able weather improved materially in the latter part of 
June. The lateness of the crop this year, however, makes 
it more susceptible to early frost, particularly in the 
northern States.

Smaller production than in 1928 is indicated also for 
oats, barley, apples, peaches, pears, rice, potatoes, and 
hops, while the only important increases are forecast in 
hay, tobacco, flaxseed, sugar beets, and beans.

Reflecting the probability of smaller yields this year 
than last, both here and elsewhere, farm prices have ad
vanced sharply, and are now generally higher than a 
year ago. As this advance has been large enough to off
set the indicated decline in production, it now appears 
likely that the total farm income in the United States 
will be at least equal to that of last year.
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A  further decline in building contract awards occurred 
during June, according to the F. W . Dodge report of 
construction activity in 37 States. The total for the 
month was 7 per cent smaller than for May, and 16 per 
cent smaller than the figure for June 1928. The reduc
tion from a year ago, as in recent previous months, was 
due principally to a materially smaller volume of resi
dential building work, a reduction which has been con
centrated to a considerable extent in the New York and 
Northern New Jersey district. The largest decrease in 
residential building in June was in New York City 
apartment house construction, which was only about one- 
fourth as large as in June 1928. As is indicated in the 
accompanying diagram, residential contracts in this dis
trict, except for a temporary sharp upturn in April, were 
substantially below the level of the previous two years 
throughout the first half of this year. The total for the 
six months was 41 per cent smaller than in the first half 
of 1928.

MILLIONS OF DOLLARS

Building of May, which is less than the usual seasonal decline. 
The other metal industries, however, made a less favor
able showing; mine production of copper was curtailed 
further in June, declining to a level about 13 per cent 
below the very large output of April, and declines after 
seasonal allowance occurred also in the output of lead 
and zinc, and in tin deliveries.

The textile industries also were less active than in 
M ay; mill consumption of cotton declined more than 
usual, and woolen mill activity reached the lowest level 
since last autumn, while silk consumption was practically 
unchanged following a sharp decline in May. There was 
a further increase in production of automobile trucks in 
June, but output of passenger cars declined more than 
usual and was considerably under the record level of 
April.

Available evidence for July indicates that some fur
ther recession has taken place. It is reported that pur
chases of steel have slackened somewhat, and that steel 
ingot production has been reduced moderately from the 
unusually high level of recent months. Automobile out
put is estimated to have declined slightly more than 
usual in July. Further curtailment in production of cot
ton goods and of anthracite coal is also reported, but 
production of petroleum continued to increase to new 
peak levels in July, and output of bituminous coal ap
pears to have shown a seasonal increase.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

Residential Building Contracts Awarded in the New York and 
Northern New Jersey District, 1929 compared with 

1927 and 1928.

For the period from the beginning of January to the 
end of June of this year, total building contracts in the 
37 States were 12 per cent less than in the corresponding 
period of 1928, and were also somewhat smaller than in 
the first half of any year since 1925.

During the first three weeks of July, there was some 
indication of an increase in building activities; the daily 
average of contracts awarded during that period was 
about 13 per cent larger than the daily average for the 
month of July a year ago.

P r o d u c t i o n

Production in leading industries, after reaching new 
high levels in April and May, declined slightly in June. 
The iron and steel industry was an outstanding excep
tion to the general tendency. The average daily output 
of steel ingots held at practically the high record of May, 
whereas production in June usually is 15 or 20 per cent 
under the March level; the index, which is adjusted for 
the usual seasonal variations and for year-to-year 
growth, reached a new high level. Average daily output 
of pig iron declined only 2 per cent from the record level

1928

June Apr.

1929

May June
Producers’ Goods

107r I18r 126r 127r
Steel ingots r .................................................. 109r 122r 135r 145r
Cotton consumption r ................................. 92r 104r 109r 106r
Woolen mill activity*.................................. 83 98 95 93p
Silk consumption*........................................ 109 130 109 109

106 110 112 113p
Bituminous coal............................................. 78 90 88r 83

103 118 128 126
Copper, U. S. mines r .................................. 107r 134r 131r 119r

97r 115r 109r 105r
98 99 101 99

Tin deliveries r .............................................. 108r 114r 141r 112r
Leather, sole.................................................. 113 101 94 100

130 111 112 120
98 105 106

Consumers' Goods
Hogs slaughtered.......................................... 99 102 96 89
Cattle slaughtered........................................ 94 96 94 83
Sheep slaughtered......................................... 112 124 128 111
Calves slaughtered....................................... 76 79 70 62
Farm produce shipped................................. 97 113 107 96
Wheat flour.................................................... 95 109 116 104
Sugar meltings, U. S. ports........................ 74 91 73 80

95 98 99
Anthracite coal.............................................. 72 100 90 72
Paper, newsprint........................................... 92 87 92 86
Printing activity........................................... 101 116
Tobacco products.........................................
Boots and shoes............................................

109 120 124
106 97 106 109p
120 132 140

Automobile, passenger r .............................. 103r 137r 133r 128r
Automobile, truck r..................................... 84r 146r 154r 188r

* Seasonal variation not allowed for p Preliminary r Revised

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

Our indexes of business activity showed no consistent 
change from May to June. Primary distribution of 
goods was somewhat smaller than in May, after seasonal 
allowance, while retail distribution of goods was some
what larger. Bank debits in 140 centers outside of New 
York City increased slightly after seasonal allowance, 
but debits in New York City declined, probably due 
chiefly to the decline in financial activity in June. In
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July, freight car loadings showed little change after 
seasonal adjustment, while bank debits increased.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

June Apr. May June

Primary Distribution
Car loadings, merchandise and misc........ 101

91
101
99
80
93

106
102
100
122
91

104

105
104
94

124
79

103

103
98

103p
114p
85

101

Distribution to Consumer 100 101 103 104
Chain grocery sales .................................... 102 94 94 95
Other chain store sales................................ 102 94 103 105

112 119 126 137
Lifg insurance paid for................................ 104 102 101 102
Advertising..................................................... 95 97 98 98

General Business Activity
Bank debits, outside of New York City..
Bank debits, New York City. ..................
Velocity of bank deposits, outside of New

York City............... ...............................
Velocity of bank deposits, New York City 
Shares sold on N. Y. Stock Exchange. . .

114
167

119
177
239

89

109
170

121
195
304
85

107
178

123
201
329
87

109
158

126
182
252

81
106 110 112

102Employment in the United States........... 97 101 101
Business failures ......... ..• 121 112 106 109
Building contracts, 36 States..................... 138 121 119 110
New corporations formed in N. Y. State 127 112 112 111

General price level ................ .. 176 179 179 179
Composite index of wages.......................... 223 226 226 227

170 171 171 171

p Preliminary

W h o l e s a l e  T r a d e

June sales in most lines of wholesale trade compared 
favorably with those of a year ago. Sales of men’s cloth
ing, although seasonally smaller than in May, showed an 
unusually large increase over a year ago, and sales of 
silk goods, shoes, stationery, and paper also showed sub
stantial increases over June 1928. Smaller increases were 
reported in sales of cotton goods and hardware, but con
siderable decreases, following increases in May, were re
ported in sales of jewelry and diamonds. Accompanying 
the continued high level of industrial activity, the Na
tional Machine Tool Builders ’ Association again reported 
a substantial increase in machine tool sales over the very 
large volume of a year ago.

Commodity

Percentage 
change 

June 1929 
compared with 

June 1928

Per cent of 
charge accounts 

outstanding 
May 31 

collected in June

Percentage
change

in
net sales

Net
sales

Stock 
end of 
month 1928 1929

June 1929 
from 

May 1929

First 
six months 

1929 from 1928

Groceries.............
Men’s clothing.. 
Cotton goods. . .
Silk goods*.........
Shoes...................
Drugs..................
Hardware...........
Machine tools**.
Stationery...........
Paper...................
Diamonds...........
Jewelry...............

+  2.3  
+ 26 .9  
+  1.3 
+ 21 .5  
+ 15 .2  
—  1.5  
+  0.7  
+ 35 .9  
+ 12 .3  
+  6.4  
— 35.8 
— 11.7

+  5.1

—  9.4  
+  7.2  
— 28.4 
+ 3 1 .7
—  8.3

|— 12.0

70.8
45.4

53'.4
42.0
43.5  
50.3

75* i
73.1

} 24.4

68.6
46.1

5 i ‘.6
39.6
41.0
48.4

72‘.8
68.8

| 24.2

+  1-4 
— 17.7 
+  0 .8
—  1.4 
+ 15 .0  
— 11.8 
+  4.2  
— 12.8
—  3.2
—  8.5  
— 30.8 
+  0.4

+  0.1  
+  2.3  
+  0.8  
+17.1  
+  8.7  
+  5.8  
—  1.0  
+ 48 .8  
+  1.9 
+  6.7  
+  3.0  
—  1.8

Weighted Av.. + 10 .4 54.1 52.6 —  4.1 +  6 .0

* Quantity not value. Reported by the Silk Association of America
** Reported by the National Machine Tool Builders’ Association

D e p a r t m e n t  S t o r e  T r a d e

The total sales of the reporting department stores in 
this district during June showed an increase over a year 
ago for the seventh consecutive month. After allowance 
for the fact that there were five Sundays in June this 
year, and therefore one less business day than in June 
1928, the average daily sales showed an increase of 6 
per cent over a year ago. Substantial increases were re
ported by stores in Syracuse, Newark, Southern New 
York State, and the Capital District. The apparel stores 
reported a slightly smaller increase in their sales over a 
year ago, tĥ Tn did the department stores.

Total sales for the first six months of 1929 were nearly
4 per cent higher than the corresponding period of 1928. 
The larger localities showed increases, but most of the 
smaller localities showed decreases compared with the 
first half of last year.

Stocks of merchandise on hand at the end of the 
month remained somewhat larger than a year ago, but 
the rate of stock turnover for the month was practically 
unchanged. Collections on charge accounts outstanding 
continued to average slightly below 1928.

Locality

Percentage 
change 

June 1929 
compared with 

June 1928

Percentage change 
first six months 

1929 
compared with 

1928

Per cent of 
charge account* 

outstanding 
May 31 

collected in 
June

Net
sales

v Stock 
on hand 
end of 
month

Net
Sales

Average
stock

on
hand 1928 1929

+  1.9 +  2.4 +  3.4 +  1.8 54.4 52.0
+  2.8 —  2.1 +  2.5 —  1.4
—  1.9 —  2.8 +  0 .4 +  1.0 42.0 42‘.2
+  4 .7 +  8 .0 +  2.3 +  4 .3
+  3 .7 +  6 .7 +  8 .0 +  5 .7 48‘.3 46'.2
+  2.8 + 12 .7 +  0 .3 +  1.9
+  3 .0 —  2.6 —  0.2 —  4 .0 40 *.7 39 *.7

Northern N. Y. State.. +  0.9 —  3.2
Central N. Y. State___ —  1.1 —  2.0
Southern N. Y. State. . +  3.9 +  2.9
Hudson River Valley 

District........................ +  2 .6 —  0.1
Capital District............. +  7.7 —  0.3
Westchester District.. . —  3.9 —  5.7 ------

All department stores. . . . +  2 .2 +  2 .6 +  3 .6 +  1.8 51.1 49.0

Apparel stores.................... +  1.1 +  2 .0 +  4 .4 —  2.5 49.0 47.2

Sales during June and stocks held at the end of the 
month are compared in the following table with those of 
a year ago.

Net sales 
percentage change 

June 1929 
compared with 

June 1928

Stock on hand 
percentage change 

June 30, 1929 
compared with 
June 30, 1928

+ 16 .3 +  3 .4
Toys and sporting goods........................... + 11 .7 +  1.0
Men’s furnishings....................................... +  7.9 —  5.9
Cotton goods................................................ +  5 .4 —  6.7
Linens and handkerchiefs......................... +  5.2 +  0 .9

+  3 .7 +  0 .7
Luggage and other leather goods............ +  3 .6 +  5.2
Women’s ready-to-wear accessories........ +  3 .4 +  4 .2

+  2.1 —  1.1
Toilet articles and drugs........................... +  2.1 +  0 .5
Men’s and Boys’ wear............................... +  2 .0 + 11 .8
Books and stationery................................. —  1.1 —  1.1
Silverware and jewelry.............................. —  1.5 — 10.2
Womens’ and Misses’ ready-to-wear___ —  2.2 + 13 .4
Home furnishings........................................ —  3.6 +  4 .9
Silks and velvets......................................... —  5.5 — 10.0
Musical instruments and radio................ — 16.9 — 10.0
Woolen goods............................................... —41.4 — 12.2
Miscellaneous............................................... —  6.2 —  7.1
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ations (1923-25 average =  100 
per cent).

of Labor Statistics (1926 average 
=  100 per cent).

BILLIONS OF DOLLARS BILLIONS OF DOLLARS

porting Member Banks in Leading Cities 
(Latest figures are averages of first 

three weeks o f July).

Reserve Bank Credit and Money in Circulation 
(Monthly averages of daily figures; latest 

figures are averages of first 21 
days in July).

OUTPUT of manufactures continued in large volume in June, while min
eral production declined. There was a rise in the general level of com

modity prices, reflecting chiefly an advance in agricultural commodities.

P roduction

Activity of manufacturing establishments continued at a high rate in June. 
Output of automobiles and of iron and steel showed a seasonal decline smaller 
than is usual from May to June. Silk mill activity increased and there was a 
growth in the daily average production of cement, leather, and shoes. Pro
duction of copper at smelters and refineries decreased sharply and output of 
cotton and wool textiles was also reduced, although production in all of these 
industries continued larger than in other recent years. The volume of factory 
employment and payrolls in June showed a small seasonal decline from May, 
but, as in earlier months, was substantially larger than in 1928. Output of 
mines was generally smaller in June than in May, reflecting declines in the 
production of coal, copper, and other nonferrous metals. Output of petroleum, 
however, increased to new high levels.

Reports for the first half of July indicate some further reduction in output 
of cotton textiles, iron and steel, lumber, and coal.

Volume of construction contracts awarded decreased further in June, and 
for the first half year awards were 12 per cent less than in the same period in 
1928, reflecting chiefly a substantial decline in residential building. During 
the first three weeks of July contracts awarded were larger than in the same 
period a year ago.

A griculture

Department of Agriculture estimates, based on July first crop condition 
report, indicate a wheat crop of 834,000,000 bushels, about 8 per cent smaller 
than production last year, but larger than average production in the preceding 
five years. The acreage of cotton in cultivation on July first was estimated at 
48,457,000 acres, 3 per cent more than a year ago.

D istr ib u tio n
During the month of June freight car loadings were slightly smaller than 

in May, as a result of decreases in loadings of most classes of freight, except 
grain products and ores. In comparison with other recent years, however, 
loadings continued to show an increase.

Sales of department stores in June, as in earlier months, were larger than 
in the same month in 1928.

P ric es

Wholesale prices, according to the Bureau of Labor Statistics index, 
advanced from May to June on the average by somewhat less than they had 
declined during the preceding month. Farm products, particularly grains, 
cattle, beef, and hides showed marked advances in prices. Prices of mineral 
products and their manufactures also averaged higher in June than in May, 
the rise reflecting largely increases in the price of petroleum and gasoline. 
Prices of leading imports, rubber, sugar, silk, and coffee, showed a decline for 
the month as a whole.

During the first two weeks of July wheat and corn continued to move 
sharply upward, while hides declined slightly in price. Hog prices increased 
and prices of rubber and tin, which began to advance in the middle of June, 
continued to rise.

B a n k  Credit

During the first half of July the volume of credit extended by member 
banks in leading cities declined somewhat, following a rapid increase in June. 
On July 17 loans and investments of these banks were about $400,000,000 
above the level at the end of May. The increase reflected chiefly rapid growth 
in loans to brokers and dealers in securities and also some further increase in 
commercial loans. The banks* holdings of investments continued to decline and 
were on July 17 about $700,000,000 below the middle of last year.

The total volume of Reserve Bank credit outstanding showed an increase of 
about $120,000,000 during the four weeks ended July 17, the increase being in 
discounts for member banks. Demand for additional Reserve Bank credit arose 
chiefly out of a considerable increase in the volume of money in circulation 
which accompanied the issuance of the new small-size currency. There was 
also some increase in reserve balances of member banks accompanying the 
growth in their loans and consequently in their deposits.

Open-market rates on 90-day bankers acceptances declined from 5Ys to 5ys 
per cent between the latter part of June and the middle of July, while rates 
on prime commercial paper remained unchanged.
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of Credit and Business Conditions

______________________________S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t _____________________________

Federal Reserve Agent Federal Reserve Bank, New York September 1,1929

M o n e y  M a r k e t  i n  A u g u s t

In August there was a continued large demand for 
credit for the security markets and also to finance the 
movement of crops and other seasonal trade, and, as a 
result, money rates remained firm. On August 9 the 
discount rate of the Federal Reserve Bank of New York, 
which for some months had been below the principal 
open market rates, was advanced from 5 per cent to
6 per cent. This advance restored the discount rate 
to its usual position with respect to other money rates, 
which, as the diagram below indicates, has been almost 
invariably above the bankers acceptance offering rate 
but not higher than the open market commercial paper 
rate during the past ten years.

The advance in the discount rate was not followed by 
any material change in rates charged on commercial 
borrowing. The prevailing rate on prime commercial 
paper offered by note brokers, which for several months 
had held around 6 per cent, with a gradual tendency 
toward higher levels, was quoted in August at 6 to 6 ^  
per cent. Most of the leading New York City banks 
reported a flat rate of 6 per cent on commercial loans 
RATE

to customers in August, compared with 5 %  to 6 per 
cent in July. Reserve Bank buying rates for bankers 
acceptances were adjusted early in the month to open 
market offering rates, and these rates for bills of short 
maturity remained stable at the level which had pre
vailed since early in July. Rates on bills of long ma
turity were advanced somewhat in the latter part of 
August, reflecting the preference of many important 
investors for bills of not more than three months 
maturity, as the result of which there was some accumu
lation of long bills in dealers’ portfolios.

Rates charged on collateral loans were irregular in 
August. Call loan rates were 10 to 12 per cent early 
in the month, but subsequently eased to a prevailing 
level of 7 per cent, with occasional declines to 6, largely 
as the result of a substantial flow of funds to New York 
from other districts and the offering of a large amount 
of funds in the call loan market by lenders other than 
banks. A  reversal of the transfer movement and the 
approach of the month-end, however, were accompanied 
by a rise in call money to 9 per cent in the final week 
of the month. Funds available for time loans on securi
ties continued scarce and rates regained firm. Rates

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1, 1929



66 MONTHLY REVIEW, SEPTEMBER 1, 1929

charged by New York City banks on security loans 
directly to customers other than brokers were advanced 
to the highest level since 1921.

Money rates at New York

Aug. 30, 1928 July 30, 1929 Aug. 29, 1929

Stock Exchange call loans....................... *7-8 *7-10 *7-9
Stock Exchange 90 day loans................. 6 ^ 8 H 8 ^ -9
Prime commercial paper......................... 5 y 2 6 6-6 M
Bills— 90 day unindorsed........................
Customers’ rates on commercial loans.

4 *A 5Vs 5 X
f5.34 t5.80 f6.00

Treasury certificates and notes
Maturing December 15....................... 4.25 4.77 4.53
Maturing March 15.............................. 4.36 4.52 4.52

Federal Reserve Bank of New York 
rediscount rate....................................... 5 5 6

Federal Reserve Bank of New York 
buying rate for 90 day bills................ 4 M 5K 5Vs

* Range for preceding week
t Average rate of leading banks at middle of month

M e m b e r  B a n k  I n d e b t e d n e s s  

After the first week of August, borrowings of New 
York City member banks, which since early in July had 
been running 50 to 100 million dollars higher than a 
year previous, declined about 170 million and by the 
third week of August were well below the level of a 
year ago. A t the same time the loans of these banks 
to security brokers were reduced by approximately the 
same amount.

An important factor in this reduction in both indebt
edness and in the security loans of New York City mem
ber banks was an inflow of more than 100 million dol
lars to New York from other districts. This movement 
of funds to New York appears to have represented trans
fers by corporations and individuals rather than by 
banks for their own account, as loans placed in New 
York for out-of-town banks showed a small decline, 
while loans for ‘ 4others7’ showed a large increase.

In the last week of August the movement of funds 
was reversed. Funds were withdrawn from New York 
by banks in other localities, probably in anticipation of 
the month-end or for autumn trade requirements, and 
demands on the New York banks by the security mar
kets showed a renewed increase.

D e m a n d  f o r  C r e d it  

Largely as the result of the substantial reduction in 
brokers loans placed by New York City banks for their 
own account, the total security loans of all reporting 
member banks were reduced about 275 million dollars 
during the first three weeks of August. This reduction, 
however, did not reflect a reduced demand for security 
loans; the total volume of brokers loans reported by New 
York City members rose during August to a new high 
level at $6,217,000,000. Funds to meet the additional 
demand for loans as well as to replace loans retired by 
member banks were supplied by lenders other than 
banks. Consequently the total of loans placed “ for 
account of others’ ’ increased more than 400 million 
further, and on August 28 constituted well over half 
of the total volume of brokers loans. The renewed in
crease in loans of this category followed a period of 
several months of relative stability.

There has also been a demand for commercial and 
agricultural loans during the past month which has been 
unusually large for the time of year. As the accom
panying diagram shows, loans other than security loans

BILLIONS OF DOLLARS
9.5

9.0

8.5

8.0 

All

reported by member banks have shown an almost unin
terrupted increase since the latter part of May, and on 
August 21 were more than 350 million dollars above the 
volume at the height of the spring season. This com
pares with an increase of about 100 million in the cor
responding period last year and a small decline in 1927. 
Nearly half of this year ’s increase was in the loans of 
New York City banks, and substantial increases were 
reported also in the loans of banks in the middle-western 
and western agricultural districts. A  considerable part 
of this demand for credit may be attributed to the 
rapid rise in wheat prices, and the early marketing of 
the crop.

B i l l  M a r k e t

The supply of new bills offered to the market increased 
in August, reflecting transactions such as the storage 
of grains and sugar, exports of wheat and cotton, and 
imports of silk. A t the same time, investment demand 
for bills diminished somewhat, and dealers’ portfolios 
showed an increase for the month. The rise in open 
market supplies of bills on hand was accompanied by 
an increase in the amount of the temporary accommoda
tion extended to the dealers by the Eeserve Bank. Dur
ing the second half of the month, the open market offer
ing rate for 4 months bills was raised %  per cent to 
5%: per cent, and the offering rate for 5 and 6 months 
maturities was advanced a total of %  per cent to 5 %  
per cent; these increases reflected the efforts of the 
dealers to move the longer maturities of bills, supplies 
of which were tending to accumulate. Dealers’ offering 
rates for maturities up to 90 days were unchanged 
throughout the month at 5Ys per cent.

The American Acceptance Council survey of accept
ances outstanding shows that the total rose $14,000,000 
further in July to $1,127,000,000. Outstandings on 
July 31 were $149,000,000 larger than a year ago and 
$385,000,000 above the figure for July 1927.

C o m m e r c ia l  P a p e r  M a r k e t  

Commercial and industrial concerns have continued 
to finance their requirements principally by direct bor
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rowing at their banks, and as a result the volume of 
open market commercial paper outstanding through 23 
firms declined 3 per cent further in July. A t $265,000,- 
000 on July 31, a decrease of 45 per cent from a year 
ago was indicated in commercial paper outstandings.

In August, the investment demand for paper on the 
part of the banks throughout the country remained 
rather small, but at the same time new drawings of 
paper remained light. The dealers advanced their 
quoted offering rates for prime names slightly to a 
range of 6-6*4 per cent, as compared with 6 per cent 
around the end of July.

G o l d  M o v e m e n t

Shipments from Argentina totaling $8,500,000 and 
from England of $5,000,000 make up practically all the 
gold imported into the United States during August. 
Exports were negligible. Preliminary figures for the 
month are: Imports, $14,043,000; exports, $592,000; 
increase in gold held under earmark for foreign account, 
$1,000,000; net gain to country $12,500,000. Since the 
beginning of the year this country has gained about 
$199,000,000 of gold.

The outflow of gold from London continued through
out August, but was smaller in volume than during July. 
France took slightly over £6,000,000 in London in the 
past month, practically all from the Bank of England. 
Germany acquired some £1,900,000, of which about 
£1,100,000 came from the Bank and the balance by open 
market purchase. £1,125,000 was withdrawn from the 
Bank of England for the United States, and £500,000 
was taken in the market by an undisclosed buyer. 
Despite the persistent weakness of sterling as against 
the other major exchanges, the Bank was able to secure 
some open market gold by competitive bid on three of 
the four market sales days in August. In this movement, 
which began towards mid-June, France has taken about 
£17,000,000 of gold in London, Germany about 
£14,000,000, and the United States £5,000,000. The 
bullion stock of the Bank of England declined from 
£164,200,000 at the middle of June, to £142,600,000 at 
the end of July, and to £137,600,000 on August 28.

N e w  F i n a n c i n g

Total domestic corporate issues for new capital pur
poses were much larger in July than in the previous 
month or in July 1928. A  nearly three-fold increase 
over a year ago was due almost entirely to issues of 
stock. Beginning last autumn, the volume of stock issues 
expanded rapidly, as is indicated in the accompanying 
diagram, and, although the amount of bond offerings 
has declined, total new financing by domestic corpora
tions during recent months has been in larger volume 
than ever before. In July, bond issues constituted less 
than 20 per cent of the total new financing by domestic 
corporations.

This large volume of security flotations, however, does 
not represent a corresponding increase in the capital of 
industrial and mercantile corporations. The increase in 
stock issues reflects in a large measure the very heavy 
offerings of securities by investment trusts, and financial 
trading and holding companies, the proceeds of which

MILLIONS OF DOLLARS
IOOOi----------------------

New Security Issues o f Domestic Corporations (Commercial and 
Financial Chronicle figures; refunding issues excluded)

are used largely for the purchase of existing securities, 
rather than to place additional capital at the disposal 
of commerce and industry.

Further evidence of a widespread preference for 
stocks over bonds appears in the large proportion of all 
recent bond issues that have had provisions for their 
conversion into stock, or have had stock purchase war
rants attached.

July issues of securities by domestic municipalities 
and States were only about one-half as large as in June 
but compared favorably with the total a year ago. For
eign security flotations in this market were reduced to 
a figure about one-fourth that of June, and were slightly 
smaller than the total offered in July of last year.

The principal feature of new financing in August con
tinued to be the numerous and large issues of stock by 
investment and financial trading and holding companies. 
The total of all domestic corporate issues remained well 
above the volume in the mid-summer of 1928, and for
eign issues, while small, were also somewhat above the 
total for last August.

S e c u r i t y  M a r k e t s

Following the irregularity of the latter part of July, 
stock prices continued to fluctuate without definite trend 
in the first week of August. This irregularity cul
minated in a temporary sharp reaction in share prices, 
from which there was a rapid recovery. Subsequently, 
the market continued to move forward, and a composite 
average of stock prices advanced to new high ground on 
successive days. By the latter part of August, repre
sentative industrial stocks had risen to new high levels, 
and averaged 6 %  per cent above the early July high 
point; utility shares also had advanced to new high 
quotations, exceeding their high level at the end of July 
by 8 %  per cent; and railroad stocks had also exceeded 
their record level of the third week of July by nearly
3 per cent. In the last few days of the month the 
market turned irregular except for sustained strength 
in the rails. The volume of trading on the New York 
Stock Exchange was little different from July with the
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daily turnover averaging slightly below 4 million shares.
Domestic corporation bonds, after holding practically 

at a level in July, resumed in August the decline that 
has been in progress during the past one and a half 
years, and the current level of corporation bond prices is 
now the lowest in more than three years. Foreign bonds 
quoted in this market also declined during the past 
month. United States Government bonds eased in the 
first part of August, but subsequently more than recov
ered this loss. Near the end of the month, an average 
of the eight Government bond issues now outstanding 
was about one point above the low of this year reached 
at mid-March.

F o r e i g n  E x c h a n g e

W ith unimportant exceptions, the European exchanges 
closed the month of August at lower levels than those 
of the previous month. Sterling declined from a high 
of $4.85 11/32 on August 2 to a low of $4.84 11/16 on 
the 8th, maintaining itself thereafter at around $4.84%  
or a shade higher. Although this is a little below the 
theoretical gold import point, there was only one arrival 
of London gold during the month. French francs slid 
off from $0.0391 15/16 to $0.0391 in the first half of 
the month, recovering gradually to around $0.0391%. 
The reichsmark showed decided weakness between the 
1st and the 12th, when it declined 3 %  points to 
$0.2379% ; it was last reported at $0.2381. The same 
course— a dip towards the middle of the month followed 
by a temporary recovery— marked the progress of the 
Dutch guilder, which fell off to $0.4006% on the 28th 
as against an average of nearly $0.4014 in July. The 
lira was subject to constant though narrow fluctuation 
in the neighborhood of $0.0523. The Scandinavian ex
changes weakened consistently. A t $0.1409% the 
Austrian schilling remained firmly at 2 %  points above 
par. The Spanish peseta continued the upward trend 
begun in June, firming from $0.1462 to $0.1471 at last 
report. The peseta had not crossed $0.1470 in any pre
vious month since last April.

Canadian dollars weakened from a discount of at 
the beginning of the month to a discount of %  on the 
26th. Gold continued to arrive from Argentina, but the 
gold peso remained constantly below the month’s open
ing of $0.9551 3 /32, which is itself below the import 
point. The Japanese yen firmed to a new high for the 
year at $0.4701 on the 8th. After some fluctuation it 
settled at around $0.4668 at the close of the month.

C e n t r a l  B a n k  R a t e  C h a n g e s

Effective August 1 the National Bank of Belgium 
raised its discount rate from 4 per cent to 5 per cent. 
The lower rate had been in force since June 30, 1928. 
In the intervening thirteen months the bank has in
creased its reserve of gold and foreign exchange by 
$30,000,000, or some 17 per cent. Its sight liabilities 
expanded in the same period by about 20 per cent, the 
ratio of reserve declining slightly from 55.8 to 54.9 per 
cent. The loan and discount portfolio of the bank has 
meanwhile increased by about 70 per cent, apparently 
in response to increased trade activity. The higher

money rates prevalent elsewhere throughout the world 
(with the exception of France and Switzerland), as 
well as the inception of the autumn importing season, 
are other factors making for firmer money.

The South African Reserve Bank increased its rate 
from 5 %  to 6 per cent on August 16, the earlier rate 
having been in effect since January 9, 1928. The Bank 
of the Republic of Colombia rate, which had been 8 per 
cent since March 18, 1929, was reduced to 7 per cent on 
August 1, 1929.

F o r e i g n  T r a d e

During July, exports of merchandise showed a slight 
increase, and imports remained fairly stationary, com
pared with the previous month, whereas usually there 
is a decline both in exports and in imports from June to 
July. Exports, valued at $401,000,000, were 6 per cent 
above July 1928, while imports, valued at $353,000,000, 
were 11 per cent above a year ago.

The unusually early movement of the wheat crop was 
reflected in shipments abroad of grain and grain prod
ucts which showed a gain, both in quantity and value, of 
about 50 per cent over the low figures of June. There 
was also an increase of similar amount, as compared with 
a year ago, in the value of grain exports, and an even 
greater increase in the quantity exported. Raw cotton 
shipments abroad continued to decline and were the 
smallest in any month since July 1925. A  reduction, as 
compared with July 1928, of $13,700,000, in the value 
of cotton exports slightly more than offset gains in the 
value of the exports of other farm products and of 
cotton manufactures.

Quantity receipts of raw silk and crude rubber were
21 per cent and 33 per cent, respectively, above a year 
ago. Silk imports, however, were somewhat less than in 
June, and rubber imports showed little change.

B u s i n e s s  P r o f i t s

Accompanying the continuance of a very high rate of 
business activity during the second quarter of this year, 
net profits of 236 commercial and industrial concerns 
for the quarter were 31 per cent larger than in the corre
sponding period of 1928, and showed even larger in
creases over the reported net profits of the second quar
ter in the two preceding years. While the reports from 
the limited number of companies making quarterly 
statements perhaps tend to present a more favorable 
showing than would returns from all corporations, it is 
still evident that the general level of net earnings during 
the period must have been unusually high.

Leading steel companies continued in the second 
quarter to report net profits more than double those of 
a year ago, reflecting the maintenance into the summer 
season of a capacity output of steel. Profits about 75 
per cent larger than a year ago were reported by coal 
and coke, and miscellaneous mining and smelting com
panies, but in the case of coal the increase was from a 
low level of earnings last year. Increases of between 40 
and 60 per cent occurred in the net profits of railroad 
equipment, building supply, oil, copper, and miscella
neous manufacturing and industrial concerns. Electrical
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equipment, and machine and machine manufacturing 
companies showed increases that were just about the 
same as the average for all industrial concerns, while 
somewhat smaller increases were reported by the chem
ical, tobacco, and motor parts and accessories companies. 
The motor group showed net profits only 5 per cent 
larger than a year ago, and the food and food products 
group also showed a relatively small increase. The only 
industry to report a less favorable showing than in 1928 
was the leather companies, which as a group sustained a 
deficit.

Profits of these 236 companies for the completed half 
year were 33 per cent larger than in the first half of 
1928, and 47 per cent larger than in 1927. As compared 
with 1928, results for the second quarter were largely 
the same as for the half year. In the cases of the copper, 
and motor parts and accessories companies, however, 
the percentage increases in the second quarter were 
smaller than in half-year profits, while for the railroad 
equipment and building supply companies the increases 
in second quarter profits were larger than the increases 
for the half year.

Earnings of telephone companies during the second 
quarter of the year showed a relatively small increase 
over a year ago, but the total for the half year was 7 
per cent larger. Other public utilities, on the other hand, 
reported earnings, both for the second quarter and the 
half year, that were close to 20 per cent larger than a 
year ago, a much larger year-to-year increase than oc
curred in 1928. Net operating income of Class I rail
roads for the second quarter and for the completed half 
year was over 20 per cent larger than in 1928, and was 
also materially larger than in the corresponding period 
of 1927 and 1926.

(Net profits in millions of dollars)

Corporation groups No.
Second quarter First six months

1928 1929 1927 1928 1929

Motors..................................................... 18 129 136 184 223 235
Motor parts and accessories

(exclusive of tires)............................ 19 13 15 16 21 30
26 33 48 48 49 75
13 45 92 87 80 164

Railroad equipment.............................. 5 3 5 10 6 8
Food and food products....................... 30 41 43 71 74 82
Machine and machine manufacturing 17 11 15 20 21 28
Copper..................................................... 7 12 16 14 20 38
Coal and coke......................................... 5 1 2 5 2 4
Other mining and smelting................. 13 8 14 12 15 25
Chemicals................................................ 10 16 19 26 30 38
Building supplies................................... 13 6 9 13 10 14
Leather..................................................... 5 0 D ef.2 2 2 D ef.3
Tobacco................................................... 4 3 3 5 4 5
Electrical equipment............................ 5 14 19 24 26 34
Miscellaneous......................................... 46 38 55 70 87 115

Total 16 groups.................................. 236 373 489 607 670 892

Telephone (net operating income). . . 99 66 68 118 129 138
Other public utilities............................ 95 204 245 391 430 508

Total public utilities........................ 194 270 313 509 559 646

Class I railroads (net operating
income)................................................. 181 245 304 473 462 563

E m p l o y m e n t  a n d  W a g e s

Eeports from both the New York State and Federal 
Labor Departments continue to indicate a high level of 
employment. In July, there is usually a sizable decline 
in the number of persons employed in factories; this

P E R  C E N T

Index of Factory Employment in New York State, 1925-1927 =
100 per cent. (Federal Reserve Bank of New York index, 

adjusted for seasoned variations; 1923 to 1927 
figures adjusted to census data)

decline has been estimated to average about 1.8 per cent 
for the country as a whole, and about 1.4 per cent for 
New York State. This year, however, the decline 
amounted to only 0.1 per cent in the country as a whole, 
and to only 0.3 per cent in New York State. As a result, 
this bank’s indexes, which are adjusted to allow for the 
usual seasonal changes, advanced between 1 and 2 per 
cent, and the New York State index reached the highest 
level since early in 1924.

While factory employment continued at a relatively 
high level, it was also reported that farm work and road 
construction were giving employment to a large number 
of workers, but some unemployment was indicated in the 
building trades, following the decline in contracts for 
residential buildings which began in this district early 
this year.

B u i l d i n g

Although the usual seasonal tendency is for building 
contracts to decline in July, this year total contracts 
awarded in the 37 States from which reports are received 
by the F. W . Dodge Corporation increased 20 per cent 
in July over the June total, and reached a larger volume 
than in any previous July. In fact, the July total has 
been exceeded only in one other month— May 1928. A  
considerable part of the July increase was due to an in
crease in contracts for public works and utilities, which 
included subway contracts and an unusually large vol
ume of contracts for road building. Other non-residential 
contracts also increased somewhat, and residential awards 
showed a moderate increase. The total volume of non
residential construction contracts was larger than in any 
previous month in recent years.

As a result of the larger July volume, the cumulative 
decline in the amount of contracts awarded in the 37 
States since January 1, 1929 was reduced to 9 per cent. 
The increase in building contracts noted in July did not 
appear to have continued in August, however, since the 
daily average of contracts placed in the first three weeks 
of the month was about 4 per cent smaller than the daily 
average for the month of August 1928.
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After declining in May to 95.8, the lowest level since 
August 1927, the general wholesale index of the United 
States Bureau of Labor Statistics advanced in July to
98.0, a level which has been exceeded only in four 
months since November 1926. The upturn in the index 
reflected a sharp recovery in the farm products, foods, 
and hides and leather products groups, which were at 
relatively low levels in May. The only other sizable net 
increase was in the miscellaneous group. During this 
period there was a further reduction in prices of textiles, 
which have shown an almost continuous decline since 
September 1927, and in July the Bureau of Labor 
Statistics average of this group was lower than at any 
time since 1921.

This bank’s index of basic commodity prices, which 
is shown in the accompanying chart with the Bureau of 
Labor index, more than recovered the loss sustained be
tween March 16 and June 1, advancing for eight suc
cessive weeks to the highest level since last September. 
The strong advance in grain prices was the principal 
factor in the recovery during this period. For the 
month of July as a whole, this bank’s index averaged 
99.3, as compared with 95.0 for May.

In August, wheat reacted about 20 cents from the 
peak, and this resulted in a 2.0 point decline in this 
bank’s basic index. The average for the month, how
ever, was 99.0, which is about the same as the July 
average.

70

Commodity Prices

PER CENT

United States Bureau of Labor Statistics Index of Wholesale 
Prices and Federal Reserve Bank of New York Basic 

Commodity Price Index

P r o d u c t i o n

Changes in productive activity in leading industries 
showed a considerable amount of irregularity in July, 
and in general it appears that there was a small reces
sion from the unusually high levels of recent months. 
Average daily production of steel ingots declined nearly
5 per cent, whereas usually there is practically no change 
from June to July, but pig iron production declined less 
than usual, and after seasonal allowance reached a new 
high level on the current movement. There was a fur

ther decline in copper production, somewhat larger than 
usually takes place in July, and the seasonally ad justed 
index declined to the lowest level since last September. 
Tin deliveries also showed a decrease that was larger 
than usual, while zinc production did not show the 
usual seasonal decline.

Output of bituminous coal increased in about the usual 
seasonal proportions, but anthracite declined. Produc
tion of crude petroleum, according to preliminary fig
ures, increased to a new high record. July production 
of both passenger automobiles and motor trucks declined 
somewhat more than usual, and this bank’s index of the 
combined output reached the lowest level since last 
December. Cotton consumption in July declined more 
than usual, and the adjusted index also reached the 
lowest level since last December, while consumption of 
silk increased rather substantially.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

July May June July

Producers' Goods
Pig iron........................................................... 107 126 127 131

137
103

Steel ingots..................................................... 113 135 145
Cotton consumption.................................... 88 109 106
Woolen mill activity r ................................. 87r 102r lOlr 99r
Silk consumption r ....................................... 104r lOlr ll lr I20r
Petroleum....................................................... 106 112 112 116p

83Bituminous coal............................................ 79 88 83
Coke............................................................. 99 128 123r 123
Copper, U .S . mines................................. 109 131 118r 116
Lead............................................................... 92 109 105 107
Zinc.................................................................. 96 101 99 102
Tin deliveries................................................. 91 141 112 109
Leather, sole................................................... 123 94 103r 103

132 112 120 125
Wood pulp...................................................... 99 106 103

Consumers' Goods
Hogs slaughtered.................................... 86 96 89 102
Cattle slaughtered........................................ 87 94 83 92
Sheep slaughtered......................................... 103 128 111 119
Calves slaughtered....................................... 73 70 62 69
Farm produce shipped................................. 103 107 96 93
Wheat flour.................................................... 87 116 104 96
Sugar meltings, U. S. ports........................ 83 73 80 82

101 99 97
Anthracite coal.............................................. 62 90 72 68
Paper, newsprint........................................... 86 92 86 86
Tobacco products r ...................................... 105r 112r llOr 105r
Boots and shoes............................................. 115 106 108 122p
Tires................................................................. 126 140 124
Automobile, passenger r ............................. 108r 133r 128r 123r
Automobile, truck r ..................................... 124r 154r 188r 153r

p Preliminary 
r Revised

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

This bank’s indexes indicate that, while financial 
activity increased in July, the distribution of goods 
showed irregular changes. Both the volume of trading 
on the New York Stock Exchange and bank debits in 
New York City increased sharply in July to new high 
records for that month, and debits in 140 centers out
side of New York City showed an increase after seasonal 
allowance, which may also have been attributable largely 
to security and other financial transactions.

There was little change in freight car loadings after 
seasonal adjustment, but foreign trade increased instead 
of showing the usual seasonal decline. Distribution of 
goods to consumers, on the other hand, showed a decrease 
of somewhat more than seasonal proportions, and conse
quently this bank’s indexes of department store, mail 
order, chain store, and life insurance sales declined.
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(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

July May June July

Primary Distribution
Car loadings, merchandise and misc........ 103 105 103 103
Car loadings, other....................................... 91 104 98 99
Exports............................................................ 108 94 102 114p
Imports............................................................ 104 124 117 122p
Panama Canal traffic................................... 83 79 85 88
Wholesale trade............................................. 97 108 101 104

Distribution to Consumer
Department store sales, 2nd Dist............. 102 103 104 99
Chain grocery sales...................................... 102 94 95 94
Other chain store sales................................ 100 103 105 100
Mail order sales............................................. 116 126 137 136
Life insurance paid for................................ 98 101 102 99
Advertising..................................................... 94 98 98 96

General Business Activity
Bank debits, outside of New York City.. 104 107 109 112
Bank debits, New York City..................... 142 178 158 181
Velocity of bank deposits, outside of New

York City................................................... 114 123 126 131
Velocity of bank deposits, New York City 154 201 182 208
Shares sold on N. Y . Stock Exchange. . . 186 329 252 429
Postal receipts............................................... 87 87 81 88
Electric power................................................ 108 112 108
Employment in the United States........... 97 101 102 104
Business failures............................................ 101 106 109 102
Building contracts, 36 States..................... 126 119 110 130
New corporations formed in N. Y . State. 120 112 111 93

General price level........................................ 176 179 179 181
Composite index of wages................'......... 226 226 227 226
Cost of living................................................. 172 171 171 172

p Preliminary

D e p a r t m e n t  S t o r e  T r a d e

The July sales of the reporting department stores in 
this district showed about a 4 per cent increase from a 
year ago, but as there was one more selling day in July 
of this year, the average daily rate of sales showed little 
change from that of July 1928. A t least small increases 
in the daily rate of sales were reported by stores in New 
York, Syracuse, the Capital District, and Central New 
York State, but there were considerable decreases in 
several other localities within the district.

Stocks of merchandise on hand at the end of the 
month remained somewhat higher than a year ago, and 
the rate of stock turnover was about the same as in July
1928. The percentage of outstanding charge accounts 
during July showed a slight increase over last year, 
following decreases in the three preceding months.

Locality

Percentage 
change 

July 1929 
compared with 

July 1928

Per cent of 
accounts 

outstanding 
June 30 

collected in 
July

Net
sales

Stock 
on hand 
end of 
month 1928 1929

New York........................................................... +  5 .0
—  1.3
—  6.2  
+  9.6  
+  1.1 
+  9.7  
+  1.2
—  5.0  
+  4.4  
+  2.9  
+  2.5  
+  4.9
—  9.3

+  3.1
—  2.9
—  2.1  
4- 8 .2  
4- 5.9  
4-13.8 
—  2.4

50.0
50.9
39.9 
32.8 
44.2

42 ‘.8

50.7
50.4
40.4  
30.6 
43.9

42.5

Buffalo.................................................................
Rochester............................................................
Syracuse..............................................................
Newark................................................................
Bridgeport..........................................................
Elsewhere............................................................

Northern New York State.........................
Central New York State.............................
Southern New York State..........................
Hudson River Valley District...................
Capital District.............................................
Westchester District....................................

All department stores.................................. +  3 .8 4- 3 .0 46.4 46.8

Apparel stores................................................ +  1.8 —  4.2 44.8 46.1

Sales and stocks by departments are compared with 
July 1928 in the following table. The furniture, home 
furnishings, and radio departments were among those 
showing the largest increases over last year.

Net sales 
percentage change 

July 1929 
compared with 

July 1928

Stock on hand 
percentage change 

July 31, 1929 
compared with 
July 31, 1928

Toys and sporting goods....................... 4-23.2 4- 2 .4
4-20.0 4- 5 .8

Linens and handkerchiefs..................... 4-19.1 4- 4 .2
4-15.1 4- 7.9

Luggage and other leather goods........ 4-15.0 4-11.8
Books and stationery............................. 4-14.6 4- 2 .6

4-10.3 —  3.6
Home furnishings.................................... 4- 9 .8 4- 4.1
Musical instruments and radio........... 4- 9 .8 4-19.7
Silverware and jewelry.......................... 4- 9 .2 —  7.8
Toilet articles and drugs....................... +  9.1 —  2.9
Cotton goods............................................ 4- 4 .6 —  4 .8
Women’s ready-to-wear accessories.. . 4- 1.4 4- 9 .0
Woolen goods........................................... —  0.3 — 14.5
Men’s furnishings................................... —  0.3 —  0.8
Women’s and Misses’ ready-to-wear.. —  1.5 4-11.0
Men’s and Boys’ wear........................... —  6.5 4- 8 .7
Silks and velvets..................................... — 15.4 — 10.9
Miscellaneous.......................................... 4- 2 .7 —  8.7

W h o l e s a l e  T r a d e

The average July sales of reporting wholesale firms in 
this district were 9 per cent larger than in July 1928, 
but a part of the increase was probably due to the fact 
that there was one more selling day in July this year 
than last. Increases were reported in sales of groceries, 
stationery, shoes, paper, cotton goods, and silk 
goods, following gains in these lines in each of the pre
ceding three months. Sales of diamonds and jewelry 
also showed increases over a year ago in July, which 
followed decreases in June, and drug sales showed the 
largest increase since January. Sales of machine tools 
continued well above the high level of last year.

Stocks showed no consistent change from a year pre
vious. Silk and drug firms reported increases, while 
cotton goods, shoes, hardware, and diamonds and jewelry 
firms reported smaller stocks than last year. Collections 
were considerably better than in July 1928 in most lines.

Commodity

Percentage 
change 

July 1929 
compared with 

June 1929

Percentage 
change 

July 1929# 
compared with 

July 1928

Per cent of 
accounts 

outstanding 
June 30 
collected 
in July

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1928 1929

Groceries......................... 4- 0 .8  
4-40.7 
—  0.2

—  0.5 +  8.9  
+  1.9 
+  3.8  
4-18.6* 
4- 5.1 
4-14.0 
—  0.7

+  0 .4 70.9 73.9
Men’s clothing............... 37.0 38.8
Cotton goods.................. + i i ’.4 

4- 6.6* 
4-15.7 
4- 3.3  
—  0.2

—  6.2
Silk goods*..................... —  6.7* +  5.6*  

— 18.7— 16.1 38.4 42.4
Drugs............................... 4-15.3

— 21.0
+23 .8
— 10.1

42.8 44.7
Hardware........................ 46.4 47.7
Machine tools**............ — 11.3 4-26.8 

4- 6.3  
+11 .6  
+ 23 .8  
+  4.1

Stationery....................... —  7.0 68.7 65.8
—  1.4 61.8 67.0

Diamonds....................... 4-47.4
— 35.1 j— 12.1Jewelry............................ j -  1.6 J 23.9 J 28.4

Weighted Average... 4- 5.0 +  8 .6 50.7 53.2

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders' Association
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and Minerals Combined, Adjusted for Sea
sonal Variations (1923-25 average 

=  100 per cent)

of Labor Statistics (1926 average =  
100 per cent)

1927 1928 1929
Monthly Averages of W eekly Figures for Re

porting Member Banks in Leading Cities 
(Latest figures are averages of first 

three weeks of August)
PER CENT 

7

1928 19291925 1926 1927
Money Rates in the New York Market (August 

rates are averages for first 24 days)

(Summarized by the Federal Reserve Board)

INDUSTRIAL production decreased slightly during July, but continued at 
a higher level than in other recent years. Wholesale commodity prices 

increased further during the month, reflecting chiefly higher prices of agricul
tural products. Loans for commercial and agricultural purposes by reporting 
member banks increased during July and the first half of August.

P roduction

Output of manufactures decreased in July, while mineral production in
creased. Average daily output of automobiles, copper, tin, zinc, and cotton and 
wool textiles decreased and there was a small decline in the production of iron 
and steel. In all of these industries, however, output was larger than in the 
same month in earlier years. Activity increased during July in silk and shoe 
factories and in meatpacking plants, and there was also a larger output of 
bituminous coal and crude petroleum than in June. Reports for the first half 
of August indicate sustained activity in the iron and steel and automobile 
industries, and a further increase in the output of coal and petroleum.

Employment in manufacturing industries decreased in July by less than one 
per cent while a somewhat greater decrease in payrolls was reported. At this 
level, factory employment and payrolls, as in earlier months, were larger than 
in any other year since 1926.

Value of construction contracts awarded in July wras higher than in the 
preceding month or in July 1928, reflecting chiefly a sharp increase in contracts 
for public works and utilities. For the first half of August, however, total con
tracts declined to a level below the corresponding period a year ago.

The August estimate of the Department of Agriculture indicates a wheat 
crop of 774,000,000 bushels, slightly below the five-year average, and 128,000,-000 bushels below last year’s production, and a corn crop approximately equal 
to the five-year average crop and about 100,000,000 bushels smaller than in 
1928. The cotton crop is estimated at 15,543,000 bales, 7 per cent larger than 
last year.

D istr ib u tio n

Freight-car loadings increased seasonally during July and the first two 
weeks of August, reflecting chiefly increased loadings of coal, grain, and ore, 
while shipments of miscellaneous freight continued in about the same volume 
as in June.

Sales of department stores declined seasonally from June and on a daily 
basis were about the same as in July a year ago.

P ric es

Wholesale prices in July continued the rise which began in June, according 
to the index of the Bureau of Labor Statistics, reflecting chiefly higher prices 
for farm products and their manufactures, particularly livestock and meats, 
grains and flour, and potatoes. Prices of hides and leather also increased. 
Wool, rayon, and textile products declined slightly in price. There was a 
marked advance in the price of sugar and rubber prices also rose somewhat. 
Prices of petroleum and gasoline declined and prices of iron and steel were 
somewhat lower.

During the first three weeks in August there were declines in the prices of 
cotton, petroleum, beef, sugar, oats, rubber, and tin, and marked fluctuations 
in prices of pork and wheat.

B a n k  Credit

Loans for commercial purposes by reporting member banks increased to 
new high levels during the four weeks ended August 14, while security loans, 
after increasing further during the latter part of July, declined during the first 
two weeks in August.

Member bank borrowing at the Reserve Banks averaged $45,000,000 less 
during the week ended August 17 than in the week ended July 20 reflecting 
increased sales of acceptances to the Reserve Banks, and further imports of 
gold.

Open market rates on call and time loans on securities were firmer during 
the last half of July and the first week of August. During the second week of 
August rates on call loans declined while rates on commercial paper in the 
open market advanced from 6 to 6-6% per cent. On August 9 the discount rate 
of the Federal Reserve Bank of New York was increased from 5 to 6 per 
cent, and the buying rate on bankers acceptances was reduced from 5Va to 
the market rate of 5% per cent.

Business Conditions in the United States
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of Credit and Business Conditions

S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

Federal Reserve Agent Federal Reserve Bank, New York October 1,1929

M o n e y  M a r k e t  in  S e p t e m b e r

The most important requirements to be met by the 
banking system of the country in September were sea
sonal increases in currency circulation and in commer
cial and agricultural credit demands. These seasonal 
requirements, which are similar from year to year, in
volve usually an increase in currency circulation of about 
400 million dollars between the end of July and the 
end of the year; also an expansion of approximately 500 
million in the commercial and agricultural loans of mem
ber banks, which is accompanied by a corresponding ex
pansion of the deposits and a consequent increase of 
about 50 million dollars in the required reserves of 
these banks.

In order to provide for these requirements of the 
autumn, the Federal Reserve Banks are called upon reg
ularly to supply additional credit to the money market 
either through direct loans to member banks, or through 
purchases of bankers acceptances and United States 
Government securities. The diagram below shows an

MILLIONS OF DOLLARS

estimate of the amount of additional Eeserve Bank credit 
ordinarily required for the autumn season. This esti
mate, which was calculated from the records of the past 
seven years, after adjustment of the figures to eliminate 
the effect of gold movements, probably represents the 
maximum amount of Eeserve Bank credit that is likely 
to be needed for seasonal business requirements this sea
son. In fact this year’s increased requirements for the 
season’s business are likely to be smaller than this esti
mate because an unusual amount of currency went into 
circulation in July due to a curiosity demand for the 
new, small sized currency, which now appears to be 
passing gradually. It is quite possible, therefore, that all 
ordinary requirements may be met this year with a some
what smaller increase in Eeserve Bank credit than is 
indicated in the diagram.

The manner in which additional credit is supplied 
determines to a considerable extent whether autumn de
mands cause a tightening of credit conditions and an 
advance in money rates or whether fairly stable con

Increase in Reserve Bank Holdings of Acceptances and U. S. Government Securities (mostly acceptances) since Week Ended July 27, 
Compared with Estimated Amount of Federal Reserve Credit Required for the Autumn Season
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ditions are maintained. I f  the seasonal requirements 
are met largely by increased member bank borrowing 
from the Reserve Banks, the tendency is for banks to be
come more conservative in their lending policy and hence 
for credit to become less readily available, and for money 
rates to rise. On the other hand, if these requirements 
are met by Reserve Bank purchases of bankers accept
ances or United States Government securities, so that 
the indebtedness of member banks is not increased, there 
is less tendency toward firmer money conditions.

In addition to the estimate of Reserve Bank seasonal 
credit requirements the accompanying diagram shows 
the changes since the end of July this year in the ac
ceptance and Government security holdings of the Fed
eral Reserve System. Between the end of July and the 
latter part of September increases in the acceptance and 
Government security holdings of the Reserve Banks pro
vided an amount of funds more than sufficient to meet 
the usual seasonal increases in demand for Reserve Bank 
credit. Most of the increase was in holdings of accept
ances, and the minor increase which occurred in the Gov
ernment security account was largely in the form of 
securities held under sales contracts and special one day 
certificates of indebtedness received from the Treasury 
during the September tax period. As a result of these 
open market operations, together with the net import of 
about 25 million of gold during the past two months, the 
member banks have been able to meet all seasonal de
mands on them and also to reduce their aggregate indebt
edness at the Reserve Banks. This reduction of indebted
ness was particularly large in the case of the New York 
City member banks.

M oney R ates

Despite the reduction in member bank borrowing 
money conditions have grown no easier since the end of 
July. On the contrary money rates are now slightly 
higher than they were at that time. Call money has held 
at rates of from 8 to 10 per cent during most of the 
month, and time loans on Stock Exchange collateral have 
advanced from 8%  per cent to 9-914: per cent. Accom
panying this advance in rates on security loans, rates 
charged on commercial borrowing also were slightly 
higher, though rates charged by banks on loans to com
mercial customers continued to be made most commonly 
at 6 per cent throughout this Federal Reserve district. 
Bankers acceptance rates were unchanged.

Money Rates at New York

Sept. 28, 1928 Aug. 30, 1929 Sept. 30, 1929

Stock Exchange call loans....................... *6-8 *7-9 *8-10
Stock Exchange 90 day loans................. 7M 8M -9 9-9 X
Prime commercial paper.......................... 5H 6-6 % 6H
Bills— 90 day unindorsed.......................
Customers’ rates on commercial loans.

5Vs 5H
t 5.47 t 6.00 t 6.07

Treasury certificates and notes
Maturing December 15........................ 4.73 4.53 4.62
Maturing March 15.............................. 4.81 4.51 4.63

Federal Reserve Bank of New York 
rediscount rate....................................... 5 6 6

Federal Reserve Bank of New York 
buying rate for 90 day bills................ * y 2 5V8

* Range for preceding week
f Average rate of leading banks at middle of month

During the past month the commercial loans of report
ing member banks, both in this district and in other dis
tricts, have shown an increase of at least the usual sea
sonal proportions. The increase in these loans in this 
district between August 21 and September 18 amounted 
to nearly 60 million dollars, and in all districts to about 
140 million. This increase, following an unusually rapid 
expansion during the summer, made a total increase dur
ing the past three months of 500 million dollars, an 
amount larger than the usual increase from the mid-sum
mer low point to the highest point of the autumn season.

Security loans of reporting banks also showed an in
crease during the past month, but remained below the 
volume of late July and early August. Total loans to 
brokers and dealers in securities continued to show a very 
rapid expansion, but, as in other recent months, most of 
the funds were obtained from lenders other than New 
York City member banks and their out-of-town corre
spondent banks.

Bank investments continued to decline steadily until 
the third week of September when an increase, appar
ently reflecting in part subscriptions to the new issue of 
Treasury certificates, canceled the declines of the preced
ing three weeks.

B ill M arket

The volume of new bills coming into the market con
tinued in large volume in September. Although the in
vestment demand for bills increased substantially, due 
chiefly to foreign orders, the dealers found it necessary 
to make heavier offerings of bills to the Reserve Banks 
in order to prevent their portfolios from mounting ma
terially. Open market offering rates for bills were 
unchanged throughout the month at 5 %  per cent for un
endorsed bills up to 90 days maturity, and at 5 ^  and 
5 y2 per cent respectively for 4 and 6 months bills.

There has been an unusually early seasonal increase 
this year in outstandings of dollar acceptances, which 
rose $74,000,000 further in August, bringing the total 
increase since the low point at the end of May to 
$94,000,000. In 1928 and also in 1926 and 1925, no sea
sonal expansion occurred until September, while in 1927 
the expansion began in August. Much of the increase in 
August of this year represented credits based on goods 
stored abroad or shipped between foreign countries; in 
fact, this class of transaction showed a considerably 
larger gain than any other type of acceptance business, 
and at the end of August totaled $162,000,000 larger 
than a year ago, as compared with an increase of $249,- 
000,000 for all classes of acceptance credits.

Accompanying the rise in the volume of bills out
standing, the bill portfolio of the Reserve System has 
shown a substantial increase in recent weeks, as is indi
cated in the accompanying diagram. Beginning at the 
low point of $66,000,000 reached in July, a level $122,- 
000,000 lower than in the corresponding period of 1928, 
the bill holdings of the Reserve Banks have increased 
toward the end of September to $264,000,000, or prac
tically the same volume as a year ago.

M e m b e r  B a n k  C redit
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Bankers Acceptances Held by Federal Reserve Banks, 1029 
Compared with 1927 and 1928

C o m m e r c ia l  P a p e r  M a r k e t

The prevailing rate for the limited amount of com
mercial paper that was sold by the dealers to investing 
institutions advanced early in September to 6%, per 
cent. Occasional transactions, chiefly in the Middle 
West, continued to be reported at 6 per cent, but a 
number of offerings of the smaller names at 6y2 per cent 
also appeared in the market. The creation of new open 
market paper continued in relatively light volume.

Open market outstandings of commercial paper in
creased about y2 per cent in August to $267,000,000, 
following a continuous and substantial decline during 
the previous five months. A t the end of August, the 
outstandings were nearly 42 per cent smaller than a 
year ago.

C e n t r a l  B a n k  R a t e  C h a n g e s

The increase of the Bank of England’s rate by one 
per cent to 6 %  per cent on September 26 brings this 
rate to the highest level established since the period of 
1920-21. The Bank rate was last advanced from 4y2 to 
5y2 per cent on February 7, 1929, when the bullion 
stock of the Bank of England had fallen to £149,900,000 
from a high figure of £176,600,000 in the previous Sep
tember. A t the time of that advance in the rate the 
banking reserve stood at £52,400,000 and the propor
tion of the reserve to deposits was 46.02 per cent. On 
September 25, 1929 the bullion holdings were £133,- 
200,000; the reserve was £32,100,000, and the proportion 
to deposits was 29.7 per cent.

The market rate for three months bankers bills was 
generally quoted within 1 /16 per cent of the Bank rate 
between July and September 25, and occasionally was up 
to the Bank rate level of 5 %  per cent. On September 26, 
following the advance in the Bank rate, the bill rate was 
advanced to 6 1 /16 to 6 %  per cent.

Directly after the Bank of England’s announcement 
was made public, the central banks of Sweden, Norway, 
and Denmark announced increases in their bank rates 
effective September 27, and the National Bank of Austria 
increased its rate effective September 28. The rate of the 
Swedish Riksbank, which had last been moved upward 
y2 per cent to 4y2 per cent on August 24, 1928, was

increased a full per cent to 5 %  per cent; the Norwegian 
Bank rate, which was last reduced by y2 per cent to 5 %  
per cent on March 26, 1928, was increased again to 6 per 
cent; the rate of the central bank of Denmark, which 
had been maintained at 5 per cent since June 24, 1926, 
was advanced by y2 per cent to 5y2 per cent; the in
crease of one per cent to Sy2 per cent in the Austrian 
National Bank’s rate was the third consecutive increase 
since January 1928.

F o r e i g n  E x c h a n g e

In contrast to the sagging tendency which they dis
played in August, the important European exchanges 
were firmer at the close of September than in the earlier 
weeks of the month. Despite the taking of five separate 
parcels of gold for New York in London, sterling con
tinued weak, declining to a low of $4.84 9 /16  on the 
20th. Thereafter a slight recovery set in, followed by 
a decided strengthening around the time of the advance 
in the Bank rate to $4.85%, well above the gold export 
point to the United States.

Other exchanges moved up with sterling. French 
francs, which had been practically stable until the 21st, 
advanced gradually to a high of $0.0392 on the 28th. 
Reichsmarks, quoted for nearly two months below the 
par of $0.2382, closed on the 27th at $0.2383%. On the 
26th, belgas reached a high of $0.13921/2 (par is $0,139). 
Lire moved upward to $0.0523 11/16 on the 26th, and 
eased back to $0.0523% on the 28th. The Scandinavian 
exchanges, followed the same trend, registering sudden 
gains during the last week of the month after continuing 
their August weakness up to that time. The Swedish 
krona moved up three points to $0.2681 on the 26th, or 
one point over par; the Danish and Norwegian crowns 
made gains of four points in the period covered, but were 
still 12 to 13 points below their parity of $0,268.

Dutch, Spanish, and Swiss exchanges were the only 
ones to show continued improvement throughout the 
whole month. The guilder firmed from $0.4006 on the 
3rd to $0.40141/2 on the 28th. Pesetas, which had begun 
to decline towards the middle of last April and had 
reached their low point at under 14 cents in early June, 
continued their summer recovery to a high of $0.1481 y2 
on September 28, or practically the April level from 
which the drop began. Swiss francs touched $0.1928%  
on the 26th, a new high for the year. W ith the excep
tion of a slight weakness in Austrian schillings, the 
Central European exchanges showed little change.

On September 21 and 23 the Canadian dollar was 
quoted below $0.99 for the first time in several years. 
Recovering thereafter, it stood at a discount of 25/32  
cents on September 28. The Japanese yen rose to $0.4805 
on the 23rd and was last quoted at $0.4798, a rise of 
slightly more than a cent and a quarter since September 
1st. The Argentine peso dipped to $0.9524 on the 12th, 
but recovered to $0.9542.

G o l d  M o v e m e n t

During September gold imports of $2,500,000 from 
Argentina, $3,570,000 from Bolivia, $8,054,000 from Eng
land, and $504,000 from Colombia made up nearly the
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whole of the import total of about $15,000,000. Exports 
were confined to gold for non-monetary purposes and 
were negligible at about $800,000. The increase in gold 
held under earmark for foreign account, was $6,600,000, 
and the net gain in gold to the country was $7,600,000. 
The net gain of gold since January 1 is provisionally 
estimated to be $211,900,000.

The outflow of gold from London continued through
out September and was not immediately stopped by the 
increase in the Bank rate on the 26th, nearly £1,950,000 
being taken on the four days following. As against some 
£10,300,000 sent abroad in August, roughly £7,800,000 
was shipped during September, the bulk going, as in 
the earlier month, to France. During September the 
Bank of England did not obtain any of the African 
gold in the market by competitive bid, owing to the 
persistent weakness of sterling exchange up to the time 
of the increase in Bank rate. In the course of the 
movement which began in mid-June, and up to Septem
ber 28, the Bank lost gold to the amout of £32,700,000 
net in round figures. In this period the United States 
received from London, £6,400,000, Germany, £16,900,000, 
and France, £23,300,000. These figures include both 
market purchases and withdrawals from the Bank of 
England.

F o r e i g n  T r a d e

Exports of merchandise, valued at $382,000,000 dur
ing August, showed a decline of 5 per cent from the 
high figures of the previous month, contrary to the usual- 
seasonal tendency. They were however, about equal to 
the average for August of the past four years. Imports 
of merchandise, valued at $377,000,000, showed slightly 
more than the usual increase over July, and were nearly 
9 per cent above a year ago and larger than in any 
August since 1920.

The value of exports of grains and grain products con
tinued to reflect an early crop movement and was 37 per 
cent larger than in July, but showed practically no 
change from a year ago. Shipments abroad of raw cot
ton, both in volume and value, remained virtually un
changed from the previous month, but were slightly less 
than a year ago.

Quantity receipts of crude rubber were considerably 
less than the large volume of the previous month, but 
nearly 30 per cent above a year ago. Raw silk imports 
during August were the largest in quantity for any 
month ever recorded, and prices were slightly higher 
than in the past few months or a year ago.

S e c u r i t y  M a r k e t s

Stock price movements in September were irregular, 
and near the end of the month the general level of 
prices showed a net decline. During the first week of 
the month, industrial and railroad shares advanced 
slightly over the August quotations and representative 
averages attained new high levels, but by the end of 
September these averages had declined about 7 to 10 
per cent. Average quotations of public utility stocks, 
on the other hand, finished the month approximately 
the same as at the opening, despite a considerable 
amount of intervening irregularity.

A  recent calculation made by the Standard Statistics

PRICE AVERAGE 
1 0 2 1---------------
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J F M A M J  J A S O N D

Average Prices of 40 Domestic Corporation Bonds 
(Dow-Jones average)

Company showed that more than half of the issues 
traded in on the New York Stock Exchange have actu
ally declined since the beginning of this year, despite a 
rise of 28 per cent in a weighted average of the prices 
of 90 leading stocks, including industrials, rails, and 
public utilities. Of 662 stocks traded in on January 2,
1929, 310 showed net advances for the period up to 
September 18, while 339 showed losses, and 13 were 
unchanged.

Domestic corporation bonds held fairly steady in 
September, following the continuous decline of recent 
months, and at the close of the period representative 
price averages were little changed from the end of 
August. United States Government bonds likewise 
moved within a narrow range, for the most part slightly 
above that of August, but closed the month somewhat 
below the level of a month earlier. In the foreign bond 
list, the tendency towards lower prices persisted.

N e w  F i n a n c i n g

New security offerings by domestic corporations in 
August were only slightly smaller than in July and 
were more than four times as large as in August of 
last year, when flotations were at the lowest level in 
recent years. Bond and note issues were even smaller 
than a year ago, but offerings of common stock were 
over nine times as large as in August 1928. The per
centage increase in preferred stock offerings was still 
larger, though the amount involved was considerably 
smaller than in the case of common stocks. The huge 
increase in stock flotations does not appear to have 
resulted in supplying a corresponding amount of addi
tional capital to industrial and mercantile concerns, 
however, since the month’s stock issues included what 
is apparently one of the largest amounts of securities 
of investment trusts, and financial trading and holding 
companies ever offered in a single month.

It appears from a compilation of the Standard Sta
tistics Company that investment trust security issues 
during the first eight months of this year have totaled 
more than $2,100,000,000, as compared with $800,000,-
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000 for the full year 1928, only $300,000,000 in 1927, 
and less than $50,000,000 in each of the three preceding 
years. The following table shows the increase in volume 
of investment trust issues during the past several years.

1924   $ 41,000,000
1925   37,000,000
1926   41,000,000
1927   314,000,000
1928   806,000,000
Jan. to Aug., incl., 1 9 2 9 ... 2,142,000,000

Total .................................. $3,381,000,000
In September, the larger issues of new domestic 

securities continued to be chiefly by companies in the 
nature of investment trusts, and consequently stock 
issues again predominated. Industrial and public util
ity issues, as well as financing by States and munici
palities, were in somewhat larger volume than in the 
previous month, but, compared with September 1928, 
the amount of public utility financing was substantially 
smaller. A  feature of the municipal financing was the 
sale of several short-term loans of the City of New 
York, maturing in November and December of this 
year, and priced to yield 5 %  per cent. Foreign security 
flotations in this market were considerably smaller than 
in the previous month or in September of last year.
Crops

A  widespread drought in August reduced crop pros
pects even further, according to the September crop 
report of the United States Department of Agricul
ture, and made it more apparent that this year will be 
one of generally small agricultural output. Indicated 
yields of 43 principal crops declined 4.6 per cent dur
ing the month and on September 1 were 9.0 per cent 
below actual yields in 1928, and 6.0 per cent under the 
average yields of the previous ten years.

The largest decline was in the estimate of the corn 
crop, which was lowered 285,000,000 bushels, and at
2,456,000,000 bushels was 13.4 per cent below the harvest 
of last year. Other declines of more than 10 per cent 
from a year ago were forecast in yields of wheat, oats, 
barley, flaxseed, rice, apples, peaches, pears, grapes, 
white potatoes and broomcorn, and against this list there 
was only one crop— sugar beets— that gave promise of 
showing an increase of as much as 10 per cent. The out
standing declines were expected in the fruit crops, all 
of which apparently will be smaller than either the 
harvest of last year or the five year average. The cotton 
crop, however, is forecast at 14,825,000 bales, or 2.4 
per cent more than a year ago.

The accompanying diagram, which compares yields 
and prices of a few of the principal crops with those 
of 1928, indicates that the prospect of smaller grain 
crops has resulted in an advance in prices, which will 
tend to offset the decline in yields, so that the total 
return from these crops will be close to that of last 
year. The slightly larger cotton crop in prospect has 
caused cotton prices to decline to levels a little below 
those of last year.

Since the first of September, rains have improved 
agricultural conditions somewhat, but many crops were 
reported to have been too far advanced to have 
benefited.
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September 1929 Production Estimates and Prices of Four Prin

cipal Crops Compared with 1928 Final Yields and 
November Prices

The following table shows the production of the most 
important crops indicated by the Department of Agri
culture as of the first of September, and compares this 
with the production indicated a month previous, the ac
tual harvest of last year, and the average harvest of the 
preceding five years.

(In millions)

Crop

Harvested Indicated by condition

1923-1927
average

1928
actual

Aug. 1 
1929

Sept. 1 
1929

Corn, bushels....................................
Wheat, bushels.................................
Oats, bushels....................................
Barley, bushels.................................
Potatoes, white, bushels................
Tobacco, pounds..............................
Hay, tame, tons...............................
Apples, total, bushels.....................
Cotton, bales....................................

2,747
810

1,345
209
383

1,331
92.8

183
14.2

2,836
902

1,449
.357
464

1,378
93.0

186
14.5

2,741
774

1,203
304
373

1,519
97.4  

149
15.5

2,456
786

1,205
304
349

1,462
93.6

146
14.8

B u i l d i n g

Contracts awarded in August were 25 per cent below 
the unusually large total for July, and were also 5 per 
cent smaller than in August 1928, according to the 
F. W . Dodge Corporation survey of building activities 
in 37 States east of the Rockies. The volume of residen
tial work dropped sharply in August to a figure nearly 
one-third smaller than a year ago, while total non-resi- 
dential building work, though also substantially below 
the July figure, remained larger than in August of last 
year. The increase over a year ago in non-residential 
contracts reflected heavier industrial and commercial un
dertakings; public works and utility projects were in 
about the same volume as in August of last year.

Virtually half of the reduction in residential building 
from last year’s level was in the New York and Northern 
New Jersey district, where residential contract awards 
showed a decrease of 45 per cent from the August 1928 
volume. A  drop from the previous month in the coun
try ’s total of public construction work likewise repre
sented a contraction in the New York district. Con
versely, this district did not contribute materially to 
the increase in commercial and industrial building con
tracts reported for the country at large. As a result,
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total building contracts awarded in the New York and 
Northern New Jersey district showed a decline of 57 
per cent from the exceptionally large total for July 
and were 26 per cent smaller than a year ago.

For the first eight months of the year, contracts 
awarded in the 37 States were 9 per cent smaller than 
in the comparable period of 1928, while in the New 
York and Northern New Jersey district the decline 
amounted to 16 per cent. Reports for the first three 
weeks of September indicate a moderate decline in the 
daily average of contracts awarded from the average 
for the month of August, but a decrease of about 21 
per cent from the daily average for September 1928 
when contracts were at a relatively high level.

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

This bank’s indexes of business activity for August 
showed mixed changes as compared with July, but were 
generally higher than a year previous. Freight car 
loadings showed slightly less than the usual seasonal 
expansion from July to August, and merchandise ex
ports showed an unseasonal decline. On the other hand, 
both retail and wholesale trade were somewhat higher 
than in July, and merchandise imports increased slightly 
more than usual. Moreover, bank debits, both in New 
York City and in 140 centers outside of New York City, 
showed less than the usual seasonal decline.
(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928

Aug. June

1929

July Aug.

Primary Distribution
Car loadings, merchandise and misc........ 102 103 103 102
Car loadings, other....................................... 93 98 99 97
Exports........................................................... 100 102 114 lOOp
Imports........................................................... 110 117 123 124p
Panama Canal traffic.................................. 89 85 88
Wholesale trade............................................ 101 101 104 107

Distribution to Consumer
Department store sales, 2nd Dist............. 93 104 99 99
Chain grocery sales...................................... 102 95 94 96
Other chain store sales................................ 97 105 100 103
Mail order sales............................................ 116 137 136 139
Life insurance paid for................................ 94 102 99 101
Advertising..................................................... 97 98 96 99

General Business Activity
Bank debits, outside of New York City.. 104 109 112 117
Bank debits, New York City..................... 149 158 181 195
Velocity of bank deposits, outside of New

Y ork City................. ............................. 113 126 131 136
Velocity of bank deposits, New York City 166 182 208 228
Shares sold on N. Y. Stock Exchange. . . 293 252 429 404
Postal receipts............................................... 90 81 88 87
Electric power............................................... 109 108 111
Employment in the United States........... 99 102 104 104
Business failures............................................ 115 109 102 109
Building contracts, 36 States..................... 110 110 130 96
New corporations formed in N. Y. State. 108 111 119 113
Real estate transfers r ................................. 84r 85r 79r

176 179 181 182
Composite index of wages.......................... 223 227 226 227
Cost of living................................................. 172 171 172 174

p Preliminary 
r Revised

E m p l o y m e n t  a n d  W a g e s

Factory employment, in both New York State and the 
country as a whole, began to show something of a sea
sonal increase in August, though it appears that the 
increase was not quite as large as usual. In both cases,

the increase amounted to 0.4 per cent, while the normal 
increase ordinarily is slightly larger. Employment con
tinued at a relatively high level, however, and was more 
than 5 per cent above that of a year previous. The most 
substantial increases over August 1928 were in the 
iron and steel industries, in the chemical industries, 
and in such industries as agricultural implements, elec
trical machinery, shipbuilding, and particularly the 
manufacture of machine tools.

Employment in other lines of work outside of the 
manufacturing field, such as mining, public utilities, 
and wholesale trade, showed a seasonal increase in 
August, while employment in retail trade was practi
cally unchanged. The rate of voluntary labor turnover, 
which is a general index of employment opportunities, 
has been at a relatively high level for some time, but 
did not show the usual increase in August.

Average weekly earnings of New York State factory 
employees increased seasonally in August, and were the 
largest for any August on record; in fact, new high 
records for the respective months have been established 
for every month since May 1928. Total factory pay
rolls also increased, and were the largest for any August 
since 1923.

P r o d u c t i o n

August production figures for the metal industries in
dicate some recession from the high levels of recent 
months. Declines were shown in output of pig iron, steel 
ingots, copper, and lead, whereas steel usually shows little 
change, and pig iron, copper, and lead usually begin their 
autumn expansion. These declines were only partly off
set by small increases in tin deliveries and in production 
of zinc, and consequently this bank’s combined index of 
metal production declined 3 points. Output of passenger 
automobiles, following the more than seasonal decrease 
of July, showed about the usual increase in August, but 
output of motor trucks declined sharply further to a 
level 45 per cent below the record month of June.

Changes in other industries were irregular, and when 
all available indexes are weighted according to their rel
ative importance, it appears that the declines overbal
anced the advances in August. Production was still on 
a relatively high plane, however, as is indicated by the 
fact that a majority of the available indexes were higher 
than a year previous, and that some of the largest in
creases were in the most important industries.

According to trade reports, a further decline occurred 
during September in unfilled orders for steel, following 
a substantial reduction in August; it was also reported 
that the tendency of steel production during September 
was downward. Activity in the automobile industry also 
was reported to have declined further. On the other 
hand, the coal industry was more active; output of 
bituminous coal increased more than usual in the first 
three weeks of the month, and output of anthracite 
showed a moderate increase instead of the usual small 
decline. Production of petroleum declined from the very 
high level attained at the end of August, but the average 
for the first three weeks of September was above the 
average for the month of August as a whole.
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(Computed trend of past years=100 per cent; adjusted for seasonal variations)

1928 1929

Aug. June July Aug.

Producers' Goods
108 127 131 129
115 145 137 134
93 106 103 99
90 101 99 lOOp

109rlOlr ll lr 115r
110 112 118 119p

82Bituminous coal............................................ 79 83 83
Coke................................................................. 100 123 123 121
Copper, U. S. mines...................... .............. 110 118 116 112
Lead................................................................. 99 105 104r 97
Zinc.................................................................. 102 99 102 104
Tin deliveries................................................. 114 112 109 110
Leather, sole................................................... 120 103 104r 109
Cement............................................................ 134 120 126r 128
Paper, total.................................................... 105 103 106
Wood pulp...................................................... 107 103 109

Consumers' Goods
Animals slaughtered r .................................. 87 r 91r 98r 99r
Farm produce shipped................................. 102 96 93
Wheat flour.................................................... 95 104 96
Sugar meltings, U. S. ports........................ 95 80 82 98
Gasoline........................................................... 104 97 102
Anthracite coal.............................................. 90 72 68 79
Paper, newsprint........................................... 88 86 86 91
Tobacco products r ...................................... 108r HOr 105r 106r
Boots and shoes............................................ 119 108 121 120p
Tires................................................................. 125 124 120
Automobile, passenger................................. 115 128 123 122
Automobile, truck........................................ 126 188 154r 109

p Preliminary 
r Revised

W h o l e s a l e  T r a d e

The volume of business done by wholesale dealers in 
this district in August continued well above a year ago. 
The average increase over August 1928 was 7 per cent, 
and there were larger increases in several lines. Drug 
and stationery concerns showed the largest gains over 
1928 among the reports sent to this bank, but sales of 
groceries, men’s clothing, and paper also showed sub
stantial increases. Orders reported by the Machine 
Tool Builders’ Association continued about one-fourth 
above the high level of a year ago, and quantity sales 
of silk goods reported by the Silk Association were 20 
per cent larger than in August of last year. Decreases 
from a year previous were reported in sales of cotton 
and shoes.

Stocks of groceries, silk goods, and drugs were larger 
than a year ago, but there were declines in the stocks 
of shoes, diamonds and jewelry, and cotton goods.

Commodity

Percentage 
change 

August 1929 
compared with 

July 1929

Percentage 
change 

August 1929 
compared with 

August 1928

Per cent of 
accounts 

outstanding 
July 31 

collected 
in August

Net
sales

Stock 
end of
month

Net
sales

Stock 
end of 
month 1928 1929

Groceries......................... +  0.1  
+125.4  

+  0.6  
+ 26 .0  
+  18.3 
+ 13 .5  
+  1.4

+  2.9 +  7.5  
+  5.4  
—  8.7

+  1.6 72.1 75.3
Men’s clothing............... 38.6 35.7
Cotton goods................. +  0.5  

+  0.6
—  3.8

— io.9
Silk goods*..................... + 20 .4  

—  8.7
+  3.1  
— 11.9Shoes................................ 33 ’. 1 38 '.8

Drugs............................... +  3.1 
—  0.6

+ 12 .5  
+  0.7  
+ 23 .6  
+19 .8  
+  5.7  
—  0.3

+ 14 .6  
—  6.9

50.0 43.2
Hardware........................ 46.8 45.6
Machine tools**............ +  15.2 

+  7.4Stationery....................... 75.2 69. i
Paper................................ —  0.7 60.6 

} 23.3
64.2 

} 27.2Diamonds....................... +  0 .5
+39 .8 } +  5.0Jewelry............................ +  2.4 } -  4 -5 *

Weighted Average... +31 .9 +  6 .5 51.6 52.1

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders’ Association

D e p a r t m e n t  S t o r e  T r a d e

The reporting department stores in this district had 
a substantial increase in their total sales in August 
compared with a year ago, and all localities within the 
district reported at least small increases. The total 
sales of these stores were 4 per cent larger than in 
August 1928, notwithstanding the somewhat shorter 
business month this year, which was due to the fact 
that there were five Saturdays during the month and 
that stores are closed the full day on Saturday during 
the summer in New York City and vicinity, and a 
half day in other principal cities. In New York City 
the average daily rate of sales was 9 per cent higher 
than a year ago, and in several other localities within 
the district there were substantial increases. The large 
apparel stores also reported a considerable increase in 
sales compared with August 1928.

Stocks of merchandise on hand in department stores 
at the end of the month continued to be slightly larger 
than a year previous, but the rate of stock turnover was 
somewhat more rapid than in August of last year. The 
percentage of outstanding charge accounts collected dur
ing August was slightly lower than in 1928.

Locality

Percentage 
change 

August 1929 
compared with 

August 1928

Per cent of 
accounts 

outstanding 
July 31 

collected in 
August

Net
sales

Stock 
on hand 
end of 
month 1928 1929

New York........................................................... +  4.2  
+  1.6

0 42.4 41.4
Buffalo................................................................. —  2.7 49.9 48.2
Rochester............................................................ +  1.8 —  1.9 34.2 34.2
Syracuse.............................................................. +  7.3 +  6.6  

+  8.2  
+ 13 .2  
—  1.8

+  1.9 39'.7 39 ’.5
Bridgeport........................................................... +  1.6 

+  8.1  
+  4.3  
+  9.5  
+  7.7  
+ 12 .7  
+  8.8  
+  0.7

Elsewhere............................................................ 35.3 39‘.4
Northern New York State.........................
Central New York State......... ..................
Southern New York State..........................
Hudson River Valley District...................
Capital District.............................................
Westchester District....................................

All department stores.............................. +  4 .0 +  1.2 41.0 40.6

Apparel stores........................................... +  5.9 +  3.5 39.2 39.0

August sales and stocks in the principal departments 
are compared with those of a year ago in the following 
table.

Net sales 
percentage change 

August 1929 
compared with 

August 1928

Stock on hand 
percentage change 
August 31, 1929 
compared with 

August 31, 1928

Toys and sporting goods.................. +22 .2 +  1.2
+  16.3 +  6 .0

Books and stationery........................ +  12.2 +  8 .0
+  9 .0 — 16.3

Toilet articles and drugs................... +  7.1 —  6.1
Men’s furnishings............................... +  5.5 +  3.3

+  5.0 —  1.7
Home furnishings............................... +  4.9 +  3.8
Silverware and jewelry...................... +  3.9 —  3.9
Women’s ready-to-wear accessories +  3.8 +  3.5
Luggage and other leather goods... +  2.5 +  3.3
Women’s and Misses’ ready-to-wear +  2.4 — 11.4
Linens and handkerchiefs................. —  0.6 +  3.3
Woolen goods...................................... —  0.8 — 15.5
Cotton goods....................................... —  1.7 —  1.4
Men’s and Boys’ wear....................... —  5.3 +  4 .6
Silks and velvets................................ — 17.0 — 11.7
Musical instruments and radio. . . . — 23.9 + 26 .2

—  2.8 —  3.9
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Index Number of Production of Manufactures and 
Minerals Combined, Adjusted for Seasonal Vari

ations (1923-25 average =  100 per cent)

PER CENT 
1251-----

75

50

Total \

Miscellaneous

Lxv-'V

1928 1929
50

1925 1926 192:
Loadings of Revenue Freight Reported by the Amer

ican Railway Association, Adjusted for Seasonal 
Variations (1923-25 average — 100 per cent)

BILLIONS OF DOLLARS BILLIONS OF POlLARr,

are averages of first three weeks of September)

MILLIONS OF DOLLARS MILLIONS OF DOLtARS

Reserve Bank Credit (Monthly averages of daily 
figures for 12 Federal Reserve Banks; latest fig

ures are averages of first 22 days in September)

(Summarized by the Federal Reserve Board)

PRODUCTION in basic industries increased somewhat in August as compared 
with July, but the increase was less than is usual at this season, with the 
consequence that the Board’s index of industrial production, which makes 

allowance for usual seasonal changes, showed a decline. Wholesale prices 
declined slightly. Credit extended by member banks increased between the 
middle of August and the middle of September, reflecting chiefly a growth 
in commercial loans.

P roduction

During the month of August there was a reduction in the output of iron 
and steel and copper, and a slight decline in the production of automobiles. 
Meatpacking establishments were also somewhat less active during the month, 
while seasonal increases were reported in the production of textiles and shoes, 
coal and cement, flour and sugar, and petroleum output continued to expand. 
A slight increase in the number of workers employed in factories was accom
panied by a substantial increase in payrolls. This increase was especially 
notable in industries manufacturing products for the autumn retail trade, 
such as clothing and furniture.

For the first two weeks of September reports indicate further decline in 
steel operations; reduction in lumber output resulting in part from the Labor 
Day holiday; and a continued seasonal rise in coal production.

In the construction industry contracts awarded in August were 25 per cent 
less than in July, reflecting a sharp decline in the residential group as well 
as in contracts for public works and utilities which were unusually large in 
July. As compared with last year contracts were 5 per cent lower in August, 
but in the first two weeks of September they were in approximately the same 
volume as in 1928.

The September report of the Department of Agriculture indicates a corn 
crop of 2,456,000,000 bushels, 13 per cent less than in 1928 and 11 per cent 
under the five-year average. The estimated wheat crop of 786,000,000 bushels 
is substantially below last year, but only slightly less than the five-year 
average. Cotton production, estimated on August 1 at 15,543,000 bales, is 
now expected to total 14,825,000 bales, slightly above last year.

D istr ib u tio n

Freight-car loadings increased seasonally in August, as a consequence of 
larger shipments of all classes of freight except grains, which moved in 
smaller volume than in July, when shipments of wheat were unusually large. 
In comparison with 1928 total car loadings showed an increase of 5 per cent.

Sales of department stores in leading cities were larger than in July and 
about 5 per cent above the total of August 1928.

P ric es

Wholesale prices showed a slight downward movement in August, according 
to the index of the United States Bureau of Labor Statistics. This reflected 
chiefly declines in the prices of farm products, especially grains and flour, 
and livestock and meats. Woolens and worsteds also decreased in price, while 
silk and rayon materials were higher. There was a decline in prices of iron 
and steel and automobiles, and a further decrease in prices of petroleum and 
its products, especially gasoline. Coal prices advanced during the month.

In the middle of September the prices of grains, beef, raw sugar, silk, and 
coal were higher than at the end of August, while prices of hogs, pork, and 
cotton were somewhat lower.

B a n k  Credit

Between the middle of August and the middle of September there was a 
further rapid increase in loans for commercial and agricultural purposes at 
member banks in leading cities. Security loans also increased, while invest
ments continued to decline.

During the first half of September the volume of Reserve Bank credit 
outstanding was about $120,000,000 larger than in the middle of the year. 
The increase was for the most part in the Reserve Banks’ acceptance holdings 
and reflected chiefly growth in the demand for currency, partly seasonal in 
character. Discounts for member banks, following the increase over the holiday 
period early in September, declined at the time of the Treasury financial 
operations around the middle of the month, and on September 18 were at a 
lower level than at any time since last June.

Open market rates on prime commercial paper increased from a range of 6-6 % to a prevailing level of 6% during the first week in September, while 
acceptance rates remain unchanged.

Business Conditions in the United States
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M O N T H L Y  R E V I E W
of Credit and Business Conditions

______________________________S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t _____________________________

Federal Reserve Agent Federal Reserve Bank, New York November 1 , 1929

M o n e y  M a r k e t  i n  O c t o b e r

The past few weeks have witnessed an abrupt reversal 
of credit trends which had continued for about two years. 
Stock prices have turned downward. Bond prices have 
made some recovery. Loans to brokers and dealers have 
decreased sharply and there has been a sudden shift be
tween lenders. Interest rates have declined rapidly and 
foreign exchange rates have strengthened to points where 
gold exports have been made.

Of these developments the decline in stock prices has 
been the most spectacular and in large measure the con
trolling event. The decline has carried representative 
price averages below the lowest points heretofore reached 
this year, though not to points which are low relative to 
the levels of prices of 1928 or any previous year.

Whereas the gradual recession in stock prices which 
had taken place in September had not been accompanied 
by any substantial liquidation in loans to brokers and 
dealers, partly because of the continued large volume 
of new stock issues calling for additional amounts of 
credit, the drastic declines of the past two weeks have 
released a considerable amount of funds. For the two 
weeks from October 16 to October 30 the figures for loans 
to brokers and dealers reported by the New York City 
banks for their account and the account of their bank 
and other customers show a decrease of $1,263,000,000. 
The distribution of this decrease between lenders is of 
particular interest. Loans made for account of others 
than the New York City banks and their out-of-town cor
respondents decreased $1,432,000,000, and loans made by 
the New York banks for their out-of-town correspondents 
decreased $805,000,000. On the other hand loans to 
brokers and dealers made by New York City banks for 
their own account increased $974,000,000, and these 
banks also increased their loans directly to customers by 
an additional $260,000,000.

From the point of view of the general credit situation 
the net result of these movements was to bring about an 
increase of $1,374,000,000 in the loans, and a similar in
crease in the deposits of the New York City banks, wTith 
a consequent increase in the amount of reserve balances 
they are required to maintain on deposit at the Federal

Keserve Bank. In a period of one week from October 23 
to 30 the reserve requirements of these banks were in
creased more than $200,000,000.

These movements illustrate once more the fact, which 
has previously been commented upon in this Review, that 
loans to brokers and dealers by lenders other than banks 
constitute a potential drain upon bank resources, which 
is most likely to become an actual drain in periods of 
emergency. The New York City banks were able to 
handle the huge burden which was shifted to them with
out any disturbance to the money market by reason of 
an increase of over 150 million in the security holdings 
of the Reserve Banks and a like increase in rediscounts.

After the first week of October the prevailing call 
loan renewal rate was 6 per cent compared with 8 and 9 
per cent in September. Accompanying ease in call loan 
rates, time loan rates declined from 9-91/4 per cent at the 
beginning of October to 6 per cent at the end of the 
month. Open market commercial paper rates showed a 
slight decline from 6%  per cent to 6-61?4 per cent. 
Bill rates dropped from 5 %  to 4 %  per cent and the 
yield rate on Treasury certificates declined over three- 
quarters of a point. On October 31 the rediscount rate 
of the Federal Reserve Bank of New York was reduced 
from 6 to 5 per cent, effective November 1. These 
changes are summarized in the table on the following 
page.
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Money Rates at New York

Oct. 31, 1928 Sept. 30,1929 Oct. 31, 1929

Stock Exchange call loans...................... * 6 ^ -8 *8-10 *6
Stock Exchange 90 day loans................. 7 9-9 M 6
Prime commercial paper......................... 5K 6 M 6-6 M
Bills— 90 day unindorsed........................
Customers’ rates on commercial loans.

4 K 5H
f 5 .47 t6.07 f 6 .07

Treasury certificates and notes
Maturing December 15....................... 4 .48 4.62 3.94
Maturing March 15.............................. 4.63 4.63 3.97

Federal Reserve Bank of New York 
rediscount rate....................................... 5 6 6

Federal Reserve Bank of New York 
buying rate for 90 day bills............... 4H 5H 5

* Range for preceding week
t Average rate of leading banks at middle of month

The decline in interest rates in the early part of Octo
ber was a consequence in part of a lessened demand for 
funds in the security markets, but more largely a cumu
lative effect of purchases of bankers acceptances by the 
Federal Eeserve Banks for a number of weeks in amounts 
larger than the increasing requirement for funds of the 
autumn season. Autumn currency requirements were 
also somewhat less than usual. Under these circum
stances the New York City banks had been able largely 
to liquidate their indebtedness at the Eeserve Bank, a 
condition which is normally accompanied by easy money 
conditions.

The liquidation of the stock market in the last two 
weeks of the month and the accompanying movement of 
brokers loans was not a factor making directly for easier 
money, for, as has been indicated above, the net result 
of the changes in brokers loans was to increase rather 
than to diminish the call upon bank funds, and the banks 
were able to meet the huge additional demand for credit 
only by reason of large security purchases by the Fed
eral Eeserve Banks and an increase in their rediscounts. 
So that at the end of the month the borrowings of the 
New York City banks were $170,000,000 compared with 
$63,000,000 in the early part of the month, and the dis
counts of the Federal Eeserve System were $990,000,000 
compared with $930,000,000 earlier in the month.

Two accompaniments of the easing tendency in inter
est rates have been the recovery in bond prices which 
has raised representative averages about one point, 
and a vigorous recovery in foreign exchange rates. The 
recovery in exchange rates has been comparable with 
that which occurred in the late summer of 1927. On both 
occasions the principal European exchanges rose rapidly 
from quotations which were close to the points at which 
gold tended to move into the United States to quotations 
close to, if not actually above, the gold export points. In 
fact, in the case of the French exchange the quotations 
have recently been such as to show a slight profit in gold 
exports and a small amount of gold has moved from 
New York to Paris. Both in 1927 and during the past 
month this vigorous recovery in the exchanges has ap
peared to reflect a movement of funds from New York 
to the principal European centers, largely in response 
to a differential in money rates between New York and 
those centers, though in the recent instance it has also 
accompanied a liquidation in the stock market.

B i l l  M a r k e t

During the first part of October, seasonal drawings of 
bills increased the supply in dealers’ hands very sub

stantially, and although the investment demand also rose 
materially, dealers’ aggregate purchases exceeded their 
sales. As open market portfolios of bills already were 
large, the excess of supply over the demand was offered 
to the Eeserve System. The development of easier money 
conditions, however, allowed the dealers to carry an in
creasing proportion of their portfolios outside the Ee
serve Bank.

The continuance of relatively easy money conditions 
throughout the balance of the month was accompanied 
by a large increase in the investment demand, both local 
and foreign, and as dealers’ purchases of new bills were 
materially reduced, supplies of bills on hand declined to 
a total between one-third and one-half the volume at the 
opening of the month. In an effort to replenish their 
portfolios, the dealers made four successive reductions 
in their rates, a total decrease of %  per cent between 
October 22 and 29, bringing the offering level for 30 to 
90 day unindorsed bills to 4 %  per cent, the lowest level 
since January 3 of this year. Offering rates for four 
months bills also showed a decline of %  per cent to 4 %  
per cent, and 5 and 6 months bills a reduction of %  per 
cent to 4 %  per cent.

A  further increase of $72,000,000 in the volume of 
bankers acceptances outstanding occurred during Sep
tember. The total of $1,272,000,000 on September 30 was 
within $12,000,000 of the peak of outstanding dollar ac
ceptance credits, reached at the end of December 1928, 
and was $268,000,000 larger than the total for September 
of last year and $408,000,000 above the outstandings of 
September 1927. Acceptances based on goods stored in or 
shipped between foreign countries again showed a larger 
increase than any other class, and it is this type of ac
ceptance financing that accounts for the larger part of 
the increase in total outstandings over a year ago.

C o m m e r c ia l  P a p e r  M a r k e t

Accompanying the lower rates prevailing on stock ex
change security loans, some revival of the bank invest
ment demand for open market commercial paper oc
curred after the first week of October. Better buying 
was reported as coming from banks in the Middle West, 
Southwest, and in New England; and in the New York 
market there were larger orders reported for the account 
of out-of-town correspondents than in some months. The 
rate for prime names declined slightly during the latter 
part of the month to a range of 6-61/4 per cent, as against 
the 6%  per cent rate prevailing when bank investment 
demand was least active. Even at the slightly lower 
rate level, the amount of new paper being created by 
commercial and industrial concerns remained of rather 
small proportions, and dealers indicated that they were 
more desirous of acquiring additional paper than they 
had been in some time.

During September, the amount of commercial paper 
outstanding through 23 firms declined 1 per cent to 
$265,000,000 on the 30th. This amount is 38 per cent 
less than the outstandings at the end of September of 
last year.
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S t o c k  M a r k e t

After a series of rather wide fluctuations during the 
first three weeks of the month, in the course of which 
the tendency of stock prices was toward lower levels, 
one of the most drastic declines in the history of the 
security markets in this country occurred from the 23rd 
to the 29th of October. During this period, trading 
gained in momentum, except for a temporary pause on 
the 25th and 26th, and exceeded all previous records for 
volume, totaling from 9,100,000 to over 16,400,000 shares 
on the three days of heaviest liquidation. The decline 
carried stock prices at the close on the 29th to levels 
averaging about 36 per cent below the highest prices 
reached early in September, and canceled the rise in 
prices since August 1928. In the last two days of the 
month, there was a substantial recovery, which averaged 
more than one-third of the recent decline.

The accompanying diagram indicates the extent of the 
October decline in comparison with the long rise of the 
preceding six years and with the swings in stock prices 
at other periods during the past thirty years. The last 
figure shown is the average at the close of business Octo
ber 29. This indicates that the almost uninterrupted 
rise in stock prices from the autumn of 1923 to Septem
ber 1929 was the largest in at least 30 years. As the 
diagram also indicates, the volume of trading has shown 
a similar increase. The October break was the most 
severe on record for so brief a period, measured by the 
average price declines, and one of the most severe in 
the percentage decrease in prices. But even at the low
est levels reached on October 29, prices averaged more 
than twice as high as the average levels of 1923 and 
1924.

The extent of the decline varied greatly between the 
different groups of stocks, and even more between indi
vidual issues. Public utility stocks in general showed 
large price reductions but at their lowest points re
mained far above the levels that prevailed during most 
of 1928. Industrials in a number of cases reached the 
lowest levels since 1927, although some issues re
mained above the highest levels reached prior to 1928. 
Railroad stocks, which in general have shown the small
est advances in recent years, likewise had the smallest 
declines in October and remained higher than at any 
previous time except from May to September of this 
year.

B o n d  M a r k e t

The bond market in October showed the first material 
advance in a considerable number of months. The aver
age price of the eight United States Government bond 
issues now outstanding rose 2y$ points up to October 28, 
and reached a level 3 points above the March low of the 
year, and less than %  point below the high for the 
year reached the first of January. Domestic corpora
tion bonds toward the close of the month showed an 
average net advance of around 1%  points to a level 
about the same as that of last M ay ; advances were gen
eral except in convertible bonds. Foreign bonds ad
vanced somewhat, and near the end of October were 
quoted at approximately the same levels as in last 
August.

During the last few days of the month, however, there 
was a reaction in bond prices accompanying the unset
tlement in stocks; U. S. Government issues lost about 
one-quarter of the gain registered earlier in the month,
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domestic corporation bonds lost nearly three-quarters of 
the previous advance, and foreign issues had material 
declines.

The daily average turnover of bonds on the Stock Ex
change increased from $9,500,000 during the last week 
of September to $16,900,000 in the week ended October 
26, the largest volume of trading in many months, and 
during the last few days of the month averaged about 
$25,000,000. Although some part of this unusual trad
ing may be attributed to transactions in convertible 
bonds, in keeping with the activity of stocks, the increas
ing weekly totals as the month progressed gave evidence 
of a more active demand for bonds than in some time.

N e w  F i n a n c i n g

Total new security offerings of domestic corporations 
in September, amounting to $1,200,000,000, were 60 per 
cent larger than in August and were almost four times 
as large as in September 1928. The huge increase over 
a year ago reflected chiefly the continued large volume 
of investment trust and financial trading and holding 
company securities floated during the month, and all of 
the increase was in stock issues; corporate bond issues, 
in fact, were slightly smaller than a year ago. Domestic 
municipal and State financing was in somewhat larger 
amount than in either the previous month or a year ago, 
while foreign new security flotations in this market fell 
short of either the August total or that of September of 
last year.

During October, the principal feature of the new 
financing appears to have been an increase in the volume 
of bond issues, together with some decline in the amount 
of financing through stock offerings. Important bond 
flotations during the month included $100,000,000 of 
Texas Corporation bonds yielding 5 %  per cent, $50,000,-
000 of short term New York City notes yielding 5 %  per 
cent, $32,000,000 of Southern Bell Telephone and Tele
graph bonds priced to yield 5 per cent, $30,000,000 of 
Port of New York Authority bonds on a 4.86-5.15 per 
cent yield basis, and two railroad equipment trust issues 
yielding from 5 %  to 6 per cent. Foreign bond offerings 
also increased, with the placing in this market of the 
major part of a $30,000,000 Canadian National Railway 
Co. issue at a price to yield slightly over 5 per cent.

After the first week of the month, there was a marked 
curtailment in the amount of stock issues of investment 
trusts and financial trading and holding companies, fol
lowing the unprecedented total of the preceding months. 
In addition, a large public utility holding company, 
which earlier in the month had offered additional shares 
to stockholders for the purpose of raising over $100,- 
000,000 of new capital, withdrew the offer, in view of 
the heavy declines in stock prices. Other new financing, 
including the sale of $60,000,000 of New York City cor
porate stock and bonds, was also reported to have been 
deferred at this time.

G o l d  M o v e m e n t

Arrivals of $6,575,000 from Argentina, $2,500,000 
from Colombia, and $1,000,000 from England accounted 
for practically all of the gold imported at New York dur
ing October. Exports amounted to $3,700,000, of which

$3,000,000 was for shipment to France. There was an 
increase of $4,500,000 in gold earmarked for foreign 
account, which, together with exports, reduced the esti
mated net gain for the month to $2,000,000, the smallest 
gain since February.

The gold import movement from Argentina began in 
October 1928, and since that time, with the exception of 
December 1928 and February 1929, monthly shipments 
have been received here, which now total about $70,000,-
000. This represents the reversal of a movement of gold 
from New York to Buenos Aires which began in Sep
tember 1927 and ended in June 1928, in the course of 
which $130,000,000 was shipped. It may be added that 
since April 1929 approximately $10,000,000 has been 
received in London from Argentina, and Buenos Aires 
has lost gold also to Paris, Berlin, and Rio de Janeiro in 
the past year.

Of principal interest abroad was the resumption of 
French gold withdrawals from London towards the end 
of October. Since the London bank rate was raised on 
September 26, France has taken roughly $30,000,000 in 
London, of which approximately $12,000,000 was be
tween October 22 and 30.

C e n t r a l  B a n k  R a t e  C h a n g e s

Effective October 31, the Bank of England reduced its 
rate by one-half per cent to 6 per cent. The last change 
in bank rate was an increase of one per cent on Septem
ber 26. The published statements of the bank do not 
indicate any important change in its situation during the 
past month, but the easier rates obtaining in the New 
York money market, and the reflux of British funds to 
London have presumably contributed to a more favorable 
position in London.

The only Continental bank rate change reported dur
ing October was an increase of one-half per cent from 
iy 2 to 8 per cent in the rate of the Bank of Estonia on 
the 3rd. The lower rate had been in force since January
2, 1928. The Bank of Republic of Colombia raised its 
rate from 7 to 8 per cent effective October 10, following 
a change from 8 to 7 per cent on August 1. The Reserve 
Bank of Peru, which had lowered its rate from 7 to 6 
per cent on September 3d last, returned to the 7 per cent 
rate, effective October 31. The Imperial Bank of India 
rate was increased on October 10, from 5 to 6 per cent. 
This is in accordance with the seasonal practice of this 
bank, whose rate is ordinarily raised progressively be
tween autumn and spring and lowered during the sum
mer months of each year.

F o r e i g n  E x c h a n g e

The vigorous upturn of the principal European ex
changes during the past month, following a period of 
general weakness, is shown in the accompanying chart. 
The pound sterling began a few days before the in
crease in bank rate, on September 26, a gradual advance 
which has continued during October. On the first day of 
October the pound crossed $4.86 for the first time since 
August 1928, reached parity ($4.8665) on the 14th, and 
on the 24th at $4.88 1 /32  was the highest since June 
1928. After a slight recession, sterling stood at approxi-
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mately $4.87% when the month ended, still below the 
theoretical gold export point.

With minor exceptions other European currencies fol
lowed much the same course as sterling. French francs 
started the month above their parity of $0.0392, and, 
advancing steadily to a high of $0.03941/4, have been the 
only currency to cross the gold export point in October. 
Reichsmarks were somewhat more irregular, though 
strong, during the first half of the month, but, after 
closing at $0.2385% on the 14th, rose almost without in
terruption to $0.2393% on the 30th. Belgas registered 
steady gains which carried the quotation from $0.1393%  
at the beginning of October to $0.1399:V̂  near its close, 
and Dutch guilders and Swiss francs moved similarly. 
The former sold for $0.4016 on October 1 and $0.403514 
on the 30th; the latter rose from $0.1931 to $0.1938%  
during the same period. Lire fluctuated between 
$0.0523% and $0.0523% from the 2nd to the 21st of 
October, then abruptly crossed $0.0524 on the 23rd, and 
closed the month at about that price.

Among the Scandinavian currencies, Danish and Nor
wegian crowns moved upward from about $0.2670 at the 
month’s opening to their parity of $0.2680 toward the 
end, while Swedish crowns, which were strong at $0.2684 
on October 1 dipped to $0.2681% on the 9th, recovered 
rather sharply to $0.2688% on the 24th, and sagged 
slightly thereafter. The Spanish peseta declined on the 
14th to $0.1452 from a high of $0.1486% on the 11th; 
subsequent declines carried it to $0.1421 on October 18, 
after which it fluctuated irregularly.

The Japanese yen during most of the month fluctuated 
between $0.4762 and $0.4795 but crossed $0.4800 on the 
28th. Canadian dollars weakened further to a discount 
of $0.02% on the 29th. Argentine pesos, reflecting local 
conditions and a decrease in gold shipments, declined to 
$0.9259% on the 30th, considerably below the gold im
port point for New York.

F o r e i g n  T r a d e

Exports of merchandise, valued at $442,000,000 during 
September, showed about the usual seasonal increase over 
the previous month, and were 5 per cent above a year 
ago. Imports, valued at $353,000,000, showed a consider
able decrease from the relatively high figure in August, 
but were 10 per cent above a year ago, and continued to 
be larger than in the corresponding month of any year 
since 1920.

Combined shipments abroad of crude products, prin
cipally raw cotton and grains, although seasonally larger 
than in the previous month, were $20,000,000 smaller in 
value than in September 1928. The quantity of such 
shipments also decreased substantially. On the other 
hand, exports of wholly finished and partly finished 
manufactures increased $26,000,000 and $7,000,000, re
spectively, compared with a year ago.

Gains in imports over a year ago were quite general 
among the principal groups, with the largest percentage 
of increase in finished manufactures. Receipts of raw 
silk, crude rubber, and coffee were all smaller in volume 
than in August, but receipts of silk and coffee were 
larger than a year ago.

E m p l o y m e n t  a n d  W a g e s

The number of workers employed in representative 
New York State factories showed an increase of 1.8 
per cent in September, as compared with the usual sea
sonal increase of 2 per cent. Consequently this bank’s 
adjusted index for the month was 102.5 per cent of the 
1925-1927 average, but remained only %  of one per cent 
under the peak of July, which was the highest since early 
in 1924. For the country as a whole, the increase in fac
tory employment amounted to 0.7 of a per cent, or about 
half the usual September increase. The State Depart
ment of Labor report indicates that the September in
crease was due in part to increased seasonal activity in
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the clothing industries, but that most of the other large 
industry groups participated in the gain, with the excep
tion of the metal industries, which had contributed 
largely to the increase in employment during the past 
year.

Average weekly earnings of factory workers in New 
York State advanced to a new high record not only for 
the month of September but for all months, exceeding 
slightly the previous peak of last March. Total payrolls 
at the same time were the largest for any month in more 
than five years, and were the largest for September of 
any year with the single exception of 1920.
B u i l d i n g

Building contracts awarded in the 37 States east of 
the Rockies, as reported by the F. W . Dodge Corpora
tion, declined 9 per cent further in September, following 
a 25 per cent drop in August. The total for September 
was 24 per cent smaller than a year ago, and was also 
below the total for the corresponding month of any other 
year since 1924. Non-residential construction, consisting 
of commercial and industrial buildings and public works 
and utilities, has been maintained in amounts that com
pare favorably with last year despite some decline in 
September, but residential building has been below the 
level of the previous year in each of the past 13 months.

Up to the 25th of October, the daily average of con
tracts awarded showed a decline from last year’s level 
slightly larger than that of September.

In the New York and Northern New Jersey district, 
contracts in September were reduced 14 per cent below 
the previous month and were 48 per cent smaller than 
a year ago. Residential contracts were only one-third as 
large as those reported for September 1928, public works 
and utility projects were 44 per cent smaller, and com
mercial and educational building contracts were some
what smaller. Industrial construction was the only prin
cipal class to show an increase.

A  survey of the mortgage money situation indicates 
that the current supply of funds available for mortgages 
is much smaller than a year ago, due chiefly to a check 
in the growth of deposits in savings banks and difficulty 
in distributing mortgage bonds in recent months.
P r o d u c t i o n

Productive activity declined somewhat further in Sep
tember, continuing the gradual recession from the very 
high levels of late spring, but remained higher than a 
year previous. Combined output of passenger auto
mobiles and motor trucks in September was substantially 
under the high levels of last spring, and was practically 
the same as in September 1928. Motor vehicle production 
was at unprecedentedly high levels from January to 
August, and the total output for the first nine months of 
this year was larger than for any previous full year. Ac
cording to trade reports, it appears that output of the 
industry declined further in October.

Among the other industries, there was also some tend
ency to decline. Average daily production of pig iron 
was reduced 4.6 per cent, whereas usually there is little 
change or perhaps a small increase. The total tonnage 
of zinc smelted also declined, while production of steel 
ingots showed little change after seasonal allowance, and 
there were increases in copper and lead output and in 
tin deliveries. In October, there is usually a rather sub

stantial increase in iron and steel output, but this Oc
tober, steel mill operations showed wide variations and 
it appears likely that operations were, if anything, a 
little lower than in September.

Mining of bituminous coal increased by a larger 
amount than the usual seasonal upswing in September, 
and anthracite output increased close to the highest 
daily average of the year; further increases have been 
reported in October. Average daily output of crude 
petroleum declined slightly in September, and showed 
a further decline near the end of October.

Among the textile industries, mill consumption of 
raw cotton showed about the usual seasonal increase, 
while activity in both the wool and the silk industries 
was lower than in August. There were declines also, 
after seasonal allowance, in output of coke, leather, 
cement, wheat flour, boots and shoes, and newsprint 
paper, and in sugar meltings, while output of tobacco 
products was virtually unchanged, and slaughterings of 
live stock increased.

The following table shows a majority of declines 
among the indexes of production in the various lines, 
compared with August, but a majority of increases, 
compared with September 1928.

(Adjusted for seasonal variations and usual year-to-year growth)

1928 1929

Sept. July Aug. Sept.
Producers' Goods

108 131 129 121
125 137 134 134

Cotton consumption.................................... 93 103 99 99
Woolen mill activity.................................... 89 99 101 96p
Silk consumption.......................................... 111 115 109 102

110 118 120 117p
Bituminous coal............................................. 83 83 83r 88
Coke................................................................. 101 123 121 116
Copper, U. S. mines..................................... 115 116 112 114

107 104 96r 107
98 102 104 101

Tin deliveries................................................. 106 109 110 121
Leather, sole................................................... 111 104 109 102

127r 120 r 124r 118r
Paper, total.................................................... 99 106 107

99 109 111
Consumers' Goods

Live stock slaughtered r.............................. 96r 98r 99r 108r
85 96 99 90

Sugar meltings, U. S. ports r ..................... 97 r 85 r 102r 71r
106 102 104 103

Anthracite coal.............................................. 90 68 79 102
Paper, newsprint........................................... 83 86 91 86
Tobacco products......................................... 105 105 106 107
Boots and shoes............................................. 103 122r 123 112p

134 120 93 93 p
Automobile, passenger................................. 120 123 122 112
Automobile, truck........................................ 124 154 llOr 100

p Preliminary r Revised

I n d e x e s  o f  B u s i n e s s  A c t i v i t y

Indexes of various types of business activity com
puted by this bank show in general no change of direc
tion in September from the generally high level which 
has characterized recent months.

Average daily carloadings both of merchandise and 
miscellaneous and of bulk freight increased in about the 
usual seasonal proportions in September. Foreign trade 
showed some decline, but remained at fairly high levels, 
as did also the domestic distribution of goods to con
sumers. Bank debits in 140 centers outside of New York 
City, reduced to a daily basis, were in about the same 
volume as in August, and continued well above a year 
ago.

This bank’s indexes of business activity are shown 
on the next page.
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(Adjusted for seasonal variations and usual year-to-year growth)

1928 1929

Sept. July Aug. Sept.

Primary Distribution
Car loadings, merchandise and misc. r . .. lOOr lOOr lOlr lOOr
Car loadings, other....................................... 97 99 97 96
Exports............................................................ 94 114 100 98p
Imports........................................................... 102 123 122 117p
Panama Canal traffic................................... 85 88 92
Wholesale trade............................................. 95 104 107 103

Distribution to Consumer
Department store sales, 2nd Dist............. 106 99 99 104
Chain grocery sales...................................... 101 94 96 92
Other chain store sales................................ 109 100 103 103
Mail order sales............................................. 119 136 139 134
Life insurance paid for................................ 101 99 101 111
Advertising..................................................... 96 96 99 103

General Business Activity
Bank debits, outside of N. Y. City.......... 111 112 117 116
Bank debits, New York City..................... 165 181 195 203
Velocity of bank deposits, outside N. Y.

City..............................................................
Velocity of bank deposits, New York City

120 131 135r 135
190 208 228 242

Shares sold on N. Y. Stock Exchange. . . 398 429 404 426
Postal receipts............................................... 84 88 87 81
Electric power............................................... 107 111 110
Employment in the United States........... 98 104 104 103
Business failures............................................ 104 102 109 99
Building contracts, 36 States..................... 142 130 96 99
New corporations formed in N. Y. State 100 119 113 107
Real estate transfers r................................. 84r 79r 78r

General price level........................................ 178 181 182 183
Composite index of wages.......................... 224 226 227 230
Cost of living................................................. 173 172 174 173

p Preliminary r Revised

W h o l e s a l e  T r a d e

The September sales of wholesale firms in this district 
showed a 4 per cent increase over a year ago, the smallest 
increase since March. The grocery, drug, stationery, 
and paper firms continued to report increases in sales 
over last year, and dealers in shoes and diamonds also 
reported increases, following decreases in August. Sales 
of wholesale jewelry houses showed the largest increase 
in many months. The Silk Association also reported a 
substantial increase in quantity sales of silk goods over 
those of a year ago. According to figures reported by 
the National Machine Tool Builders’ Association there 
was a 9 per cent decrease in machine tool orders as com
pared with the very large volume of September 1928, 
the first decrease in nearly two years. There were de
creases also in sales of hardware and cotton goods.

Commodity

Percentage 
change 

September 1929 
compared with 

August 1929

Percentage 
change 

September 1929 
compared with 

September 1928

Per cent of 
accounts 

outstanding 
August 31 
collected 

in September

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1928 1929

Groceries........................ +  3 .7  
— 10.8

+ 12 .4 +  5.3 +  8 .6 68 2 71 4
Men’s clothing.............. +  1.8  

—  7.9
35.0 37.0

Cotton goods................. + 14 .3  
—  6.4*

—  0.2 — io.9
Silk goods...................... +  1.2* 

— 11.1
+ 13 .2*  
+  5.4  
+  2 .7  
—  3.9

+  5.0* 
— 17 5

43’.9 
31.2 
42 0

44'.4 
33.0Shoes............................... —  5.9

Drugs.............................. +12 .1  
+  4.1  
— 19.2

+  5.0  
+  0.8

+22 .9  
—  5.6

39 .4
Hardware....................... 43.3 43.2
Machine tools**........... —  9.2
Stationery...................... +  1-7 

+  6.6  
+24 .9  
+ 48 .0

+ 17 .4
+ 1 2 .2
+ 12 .4
+14 .8

64’.9 
59.8

64’.9 
66.4

1 26.8
Paper...............................
Diamonds....................... } +  0 .7 1 22.2Jewelry............................ J—  8.6

Weighted Average.. . +  0 .7 +  3.9 47.4 49.3

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders’ Association

D e p a r t m e n t  S t o r e  T r a d e

The total September sales of leading department stores 
in this district were over 5 per cent larger than a year 
previous, but after allowance for the fact that there 
was one more selling day than in September 1928 in the 
Metropolitan district and a half day more in other cities, 
it appears that average daily sales were about 2 per 
cent larger than last year. Sales of New York City and 
Newark stores showed substantial increases over Sep
tember 1928, but department store business in other 
localities was very irregular. The large apparel stores 
reported about the same average increase as the depart
ment stores.

Stocks of merchandise on hand in department stores 
continued somewhat larger than last year, but the aver
age rate of stock turnover showed little change. The 
percentage of collections during September of charge 
accounts outstanding at the end of August was notice
ably larger this year than in 1928.

Locality

Percentage 
change 

September 1929 
compared with 
September 1928

Per cent of 
accounts 

outstanding 
August 31 
collected in 
September

Net
sales

Stock 
on hand 
end of 
month 1928 1929

New York........................................................... +  7.4
—  0.7
—  6.7  
— 11.0 
+  6.8
—  3.1
—  0.9  
— 13.7
—  1.8
—  3.5
—  1.6  
+  7.1

0

+  3.4  
—  2.0  
+  4.6  
+  6.5  
+  1.6 
+  4.1  
—  2.7

47.4
53.6
38.1
31.9
40.0

3 i ‘.6

49.6
51.7  
36.4
31.2
42.3

33! 5

Buffalo............................................ .....................
Rochester............................................................
Syracuse..............................................................

Bridgeport...........................................................
Elsewhere............................................................

Northern New York State.........................

Southern New York State..........................
Hudson River Valley District...................
Capital District.............................................
Westchester District....................................

All department stores.............................. +  5 .3 +  2.4 43.4 45.1

Apparel stores........................................... +  5.0 +  4.1 41.7 43.1

Sales and stocks in major groups of departments are 
compared with those of September 1928 in the following 
table.

Net sales 
percentage change 

Sept. 1929 
compared with 

Sept. 1928

Stock on hand 
percentage change 

Sept. 30, 1929 
compared with 
Sept. 30, 1928

Toys and sporting goods....................... +24 .2 +  6.4
+ 1 7 .8 + 13 .2

Toilet articles and drugs....................... + 14 .7 —  2.4
Linens and handkerchiefs..................... +14 .4 +  7.2
Books and stationery............................. +  13.4 +13 .6

+11 .3 +  4 .2
Men’s furnishings................................... + 10 .8 —  5.1
Home furnishings.................................... +  8 .6 +  1.1
Cotton goods........................................... +  7.0 +  2.3

+  6.4 — 14.2
Women’s ready-to-wear accessories.. . +  5.6 +  8 .5
Luggage and other leather goods........ +  4 .9 +  8 .7
Silverware and jewelry.......................... +  3.4 +  2.2
Musical instruments and radio........... +  2 .8 —  9.9
Women’s and Misses’ ready-to-wear. . +  2 .7 —  0.2
Men’s and Boys’ wear........................... —  1.0 +  6.4
Silks and velvets..................................... — 11.9 — 14.2
Woolen goods.......................................... — 17.2 —  6.3
Miscellaneous.......................................... —  1.1 —  4.4
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Index Numbers of Production of Manufactures 
and Minerals, Adjusted for Seasonal Vari

ations (1923-25 average =  100 
per cent)

1927 1928 192 9

Monthly Averages of W eekly Figures for Re
porting Member Banks in Leading Cities 

(Latest figures are averages of first 
three weeks of October)

Reserve Bank Credit (Monthly averages of 
daily figures for 12 Federal Reserve Banks; 

latest figures are averages of first 19 
days in October)
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Money Rates in the New York Market (Oc
tober rates are averages for first 23 days)

Business Conditions in the United States
(S u m m a riz e d  b y  th e  F e d e ra l R eserve B o a rd )

INDUSTRIAL activity increased less in September than is usual at this 
season. Production during the month continued above the level of a year 

ago, and for the third quarter of the year it was at a rate approximately 10 
per cent above 1928. There was a further decline in building contracts 
awarded. Bank loans increased between the middle of September and the 
middle of October, reflecting chiefly growth in loans on securities.

P r o d u c t i o n

Output of iron and steel declined further in September, contrary to the 
seasonal tendency; there was a sharp decrease in output of automobiles and 
automobile tires, and a smaller-than-seasonal increase in activity in the textile 
and shoe industries, which continued to produce at a high rate in comparison 
with the preceding year. Meat packing plants were more active than in August. 
Factories increased the number of their employees during September and pay
rolls were also slightly larger.

Output of coal showed a substantial increase from August and the average 
daily production of copper mines was somewhat larger. Iron ore shipments 
declined seasonally, and petroleum output was reduced for the first time in 
several months.

For the first half of October reports indicate a further reduction in steel 
plant operations, a continued increase in production of bituminous coal, and 
some increase in petroleum output following a moderate decrease during 
September.

Building contracts awarded in September declined seasonally from August 
and were substantially below the corresponding month in any year since 1924. 
For the third quarter the volume of contracts was 6 per cent less than a year 
ago. During the first three weeks of October, contracts continued substantially 
below the level of last year.

October estimates by the Department of Agriculture indicate a cotton crop 
of 14,915,000 bales, 3 per cent larger than last year; a corn crop of 2,528,000,000 
bushels, 11 per cent smaller than the crop of a year ago, and 8 per cent below 
the five-year average; and a total wheat crop of 792,000,000 bushels, 12 per 
cent below last year but only slightly under the five-year average.

D i s t r i b u t i o n

Freight-car loadings increased by slightly less than the usual seasonal 
amount in September, and continued to be larger than a year ago. In the 
first two weeks of October car loadings were smaller than in the corresponding 
weeks of 1928.

Department store sales in leading cities increased seasonally during the 
month of September and were 2 per cent larger than a year ago. For the third 
quarter as a whole sales of the reporting stores exceeded those of the third 
quarter of last year by 3 per cent.

P r i c e s

Wholesale prices showed little change from August to September, according 
to the index of the Bureau of Labor Statistics. Prices of meats and live 
stock declined considerably, while prices of grains advanced. The prices of 
raw silk, cotton, and cotton goods were higher in September, and the price of 
coal increased, while prices of iron and steel products, tin, gasoline, and cement 
were lower. During the first three weeks of October prices declined for a 
considerable number of commodities, including wheat, flour, hides, steel, tin, 
cotton, silk, and wool.

B a n k  C r e d i t

Between the middle of September and the middle of October, there was a 
slight increase in the volume of loans and investments of member banks in 
leading cities. The banks ’ loans on securities increased rapidly, while all other 
loans, including loans for commercial and agricultural purposes, declined some
what after reaching a seasonal peak on October 2. Security holdings of the 
reporting banks continued the decline which has been almost uninterrupted for 
more than a year.

At the Reserve Banks there was little change in the volume of credit out
standing during the four-week period ended October 19. Further increase in 
the holdings of acceptances by the Federal Reserve Banks was accompanied 
by a decline in discounts for member banks, largely at the Federal Reserve 
Bank of New York.

Open market rates on bankers acceptances and on prime commercial paper 
were unchanged during the last half of September and the first three weeks 
of October. On October 23 rates on bankers acceptances declined by one-eighth 
per cent to a 5 per cent level for the principal maturities. Rates on demand 
and time loans on securities declined during the first half of October.
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M o n e y  M a r k e t  in  N o v e m b e r

The past few weeks have been a period of readjust
ment in the credit situation following the severe decline 
in security prices which reached its lowest point on 
November 13.

The weekly reports made by the New York City banks 
of their loans to brokers and dealers in securities, both 
for their own account and the account of their customers, 
have shown a continuous decline since the middle of 
October which has brought the totals of these loans from 
$6,801,000,000 on October 16 to $3,450,000,000 on 
November 27. It appears from these figures that the 
amount of money borrowed by brokers and dealers for 
the purpose of carrying securities has been cut prac
tically in half in a period of six weeks.

These figures taken alone, however, might give a 
misleading impression as to the changes in the total 
volume of security loans for the country as a whole. 
For a very large amount of loans against securities is 
made, not through brokerage houses, but by banks di
rectly to their customers, and the available evidence 
indicates that in this period bank loans upon securities 
made directly to customers have increased rather than 
decreased and hence the total security loans of the re
porting member banks have shown no net decrease from 
October 16, despite some reduction in bank loans to 

MILLIONS OF DOLLARS

brokers. The liquidation has been almost wholly in 
loans by lenders other than banks. The figures which 
are available to show these changes are given in the 
following table.

(In millions of dollars)

Date

Loans to brokers and dealers in securities placed by 
New York City Banks for— 2 Total loans 

on securities 
by Reporting 

Member 
BanksOwn account

1 Out-of-town 
banks Others Total

Oct. 16 1,095 1,831 3,875 6,801 7,875
23 1,077 1,733 3,823 6,634 7,920
30 2,069 1,005 2,464 5,538 9,179

Nov. 6 1,520 963 2,399 4,882 8,746
13 1,156 812 2,204 4,172 8,369
20 853 704 2,031 3,587 7,991
27 831 638 1,982 3,450 7,889

‘Probably includes considerable amounts of loans made by out-of-town banks in 
behalf of their customers.

2These banks represent about half of the resources of all commercial bar];s iu th 
United States; figures include all of brokers loans shown in first column and par 
of loans shown in second column.

As indicated in last month’s Review, one of the first 
movements of funds in connection with the stock market 
liquidation was a rapid withdrawal of funds from the 
market by lenders other than New York City banks. In 
order to prevent a serious money stringency accompany
ing the decline in security prices, these banks found it 
necessary at this stage to increase largely their security 
loans both to brokers and to their private customers. As 
MILLIONS OF DOLLARS

in New York City and Elsewhere Throughout the United States
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Loans to Brokers and Dealers in Securities Placed by New York City 

Banks for Own Account, for Out-of-Town Banks, 
and for Other Lenders

the liquidation in security prices continued, however, 
the release of funds was sufficient not only to meet fur
ther withdrawals of funds by these other lenders but to 
enable the banks as well to reduce their loans to brokers 
and dealers to a more normal level.

As the demands for security loans have decreased, 
and as the cumulative effect of increases in open market 
holdings of Government securities by the Reserve Banks 
has been felt, money conditions have grown easier. 
These factors making for easier money were more than 
sufficient to offset the effect of a substantial gold export 
movement, and the month-end and holiday demand for 
currency which made itself felt in the last few days of 
November. The changes in money rates in the past two 
months are shown in the accompanying table.

Money Rates at New York

Nov. 30, 
1928

Sept. 30, 
1929

Oct. 31, 
1929

Nov. 29, 
1929

Stock Exchange call loans................. *6M-10 *8-10 *6 *4M
Stock Exchange 90 day loans........... 7 9-9 H 6 4 H
Prime commercial paper.................... BH-Y2 QK 6 -6 ^ 5-5 X
Bills— 90 day unindorsed................... 4 H I 5 H 4H 3 ^ -V s
Customers’ rates on commercial loans 15.48 16.07 f6.07 f5.73
Treasury certificates and notes 

Maturing March 15........................ 4.20 4.62 3.97 3.41
Maturing June 15............................ 4.20 4.63 4.05 3.13

Federal Reserve Bank of New York 
rediscount rate......  ........................ 5 6 6 4 H

Federal Reserve Bank of New York 
buying rate for 90 day bills.......... 5 y8 5 4

* Range for preceding week
t  Average rate of leading banks at middle of month

As in the case of loans to brokers, the statistics of 
money rates in the New York money market might well 
give a misleading impression as to the changes in credit 
conditions throughout the country as a whole. The 
rapid easing in the money position in the past two 
months was at first to an unusual degree confined to New 
York City. For causes which are not wholly ascertain
able but which probably include calls for margin when 
stock prices were declining, and more recently invest
ments by out-of-town buyers, the tendency for funds to 
flow toward New York was so considerable that the 
surplus funds which appeared in the money market did 
not at first easily find their way to other parts of the 
country.

During the major part of the month of November the

New York City banks after liquidating almost all of 
their indebtedness to the Federal Reserve Bank of New 
York, held reserves considerably in excess of the require
ments. As usual, when their reserves are excessive, the 
banks were ready to sell or lend these excesses to other 
banks on a day-to-day basis, and the rates at which such 
sales were made indicate the extent to which surplus 
funds were available. On a number of days during the 
month of November these surplus funds, quoted in the 
market as Federal funds, were sold at rates as low as 
1 % or 2 per cent. Under these circumstances, a number 
of out-of-town banks borrowed these funds from the 
New York banks on a day-to-day basis, and used them 
to reduce their indebtedness at their Reserve Banks. In 
this way the amount of surplus funds in New York was 
gradually reduced toward the end of the month and the 
quotation for Federal funds rose to 4 %  per cent.

The diagrams on the preceding page illustrate how re
cent easing tendencies have been localized in New York. 
The extent to which banks find it necessary to resort to 
the Reserve Banks to supplement their own supplies of 
funds is one of the best indexes of credit conditions. The 
charts indicate that whereas the New York City banks 
have reduced their indebtedness at the Reserve Bank 
from about $300,000,000 early in August to around 
$50,000,000 throughout most of November, the banks in 
other districts have made no corresponding reduction. 
As surplus funds in any single center ordinarily distrib
ute themselves more rapidly throughout the country 
the relative illiquidity of funds during this period was 
somewhat unusual and appears to have been due to such 
temporary causes as the large movement of funds in 
connection with security market activity and some hesi
tation in the employment of funds. A t the very end of 
November an increase in bank borrowing, particularly in 
New York City, reflected the temporary demand for 
currency over the Thanksgiving holiday and the end 
of the month.

Effective November 15 the discount rate of the Federal 
Reserve Bank of New York, which had been reduced 
from 6 to 5 per cent on November 1, was reduced y2 per 
cent further to 4 % . Reductions from 5 to 4y2 per cent 
during November were made also by the Federal Reserve 
Banks of Boston and Chicago.

B ill Market

During the first three weeks of November the invest
ment demand for bills continued in good volume, though 
purchasing was not as heavy as in the latter part of 
October. The demand, which included not only substan
tial foreign orders but also buying by domestic banks 
and corporations, was materially in excess of the new 
bills which came into the market. Reflecting this situa
tion the dealers continued to lower their rates, so that 
by the 21st of the month 30 to 90 day unendorsed bills 
were being offered at a range of 3 % -%  per cent, or about 
%  per cent below the level of the opening of the month 
and iy 4 per cent below the figure quoted before rate 
reductions began in October. Longer bills showed 
corresponding decreases; the 4 months maturity 
reached an offering level of 3% -4  per cent, and 5 and 6 
months bills 4 -4%  per cent. These are the lowest rates 
quoted for bankers bills since May 1928.
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In the final week of November, the supply of bills 
coming on the market increased substantially, especially 
during the last few days of the month, and was con
siderably in excess of the somewhat reduced demand. 
During this period, dealers’ portfolios of bills about 
doubled, as compared with the low level prevailing in 
the third week of the month.

Reflecting the large demand for bills from other 
sources, offerings of bills to the Reserve Banks during 
November were insufficient to replace maturities, so that 
the Reserve System’s portfolio of bills showed a continu
ous decline, and on November 27 was $122,000,000 below 
the high point of October 23, compared with an increase 
of $81,000,000 during the same period of 1928.

C o m m e r c ia l  P a p e r  M a r k e t

During November there was an excellent investment 
demand for commercial paper. Paper dealers reported, 
in addition to good sales in the Middle and Southwest, 
and in New England, that New York City bank buying 
for out-of-town correspondents was in larger volume 
than in some time, and that some buying was done by 
New York banks for their own account.

The improved demand and the general easing of 
money rates were reflected in a substantial decline in 
open market commercial paper rates. Whereas at the 
opening of the month the prevailing level for prime 
names was 5% -6  per cent, by the end of November the 
bulk of the paper was being sold at 5-5 %  per cent, 
though some paper was also moving at 5 %  per cent. 
This is the lowest rate level since July 1928. As offering 
rates were reduced, dealers quoted lower rates to bor
rowers in order to obtain paper to meet the increased 
demand.

In October the first material increase in a number of 
months occurred in outstandings of commercial paper. 
The amount outstanding through 23 dealers at the end 
of that month was 8 per cent larger than a month earlier, 
but, at $286,000,000, remained 32 per cent smaller than 
a year ago.

S e c u r i t y  M a r k e t s

Following a temporary upturn during the last two 
days of October, the stock market resumed its downward 
course until November 13. Closing prices for that day 
were in general about 45 per cent below the highest 
points and at approximately the same levels as in 
March 1928, when the unprecedented price advances of 
the past two years may be said to have begun.

During the ten days after November 13, there was a 
marked recovery of prices which amounted on the aver
age to more than one-fourth of the previous decline. 
This advance was followed by irregular movements dur
ing the closing week of the month, which resulted in a 
small net decline, and at the end of the month the gen
eral level of stock prices was still 34 per cent below the 
high points, though 18 per cent above the lowest point 
reached on the recession.

Considerable strength was evident in bond prices dur
ing the second half of November, and, in the case of 
United States Government issues, throughout the 
month. Under the influence of easing money conditions,

PRICE AVERAGE MILLIONS OF DOLLARS

Price Movements of U. S. Government, Foreign, and Domestic 
Corporation Bonds, and Volume of Bond Trading on the 

New York Stock Exchange

an average of the prices of the eight Government bond 
issues now outstanding rose nearly 2 points, following a 
similar advance in October, and reached a new high level 
for the year, about 1 point above that of January. Dom
estic corporation bond issues, which in October showed 
signs of beginning a definite advance, but which were 
under pressure while the stock market was declining, 
moved rapidly forward in the second half of November, 
and quotations of representative issues were about the 
highest of the past half year. A n  average of 40 repre
sentative foreign bonds had a larger setback in the first 
part of November than domestic corporate issues, due in 
large measure to acute weakness in Brazilian bonds; in 
the second half of the month, however, there was a sub
stantial recovery.

N e w  F i n a n c i n g

Final figures for the month of October indicate con
siderable curtailment of domestic corporate security 
issues following the unprecedented total for September. 
The October volume of new domestic corporate financing 
at $675,000,000, exclusive of refunding issues, was 
$525,000,000 less than September flotations, due to a 
drop of nearly $600,000,000 in stock issues, chiefly of 
investment trusts and trading companies. New bond 
offerings at $235,000,000 were the largest since May. 
Compared with a year ago, the October 1929 total was 
$120,000,000 larger, with about one-third of the increase 
in bond issues and the balance in stock flotations. Bond 
and note financing by municipalities and States likewise 
increased from September to October and was somewhat 
larger than last year. October foreign financing in this 
country was more than twice as heavy as in the previous 
month, but continued below the level of 1928.

In November, unfavorable conditions in the security 
markets were reflected in a further decline in the 
amount of new securities offered. A  number of States 
and municipalities took advantage of the easier money 
conditions to float bond and note issues, though the total 
amount involved was less than half the municipal 
financing of the previous month. There was a virtual
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cessation of stock issues, not only of investment trusts 
and financial trading and holding companies, but also 
of industrial, public utility, and other types of com
panies. In addition, a number of concerns, whose stock
holders 9 rights to subscribe to additional stock became 
payable during November, deferred the payment dates 
to December or into the new year. The month’s total, 
both for domestic and foreign issues, will probably 
prove to be the smallest since at least August 1928, when 
summer dullness, a congestion of new issues, and the 
development of tight money conditions were important 
factors in the curtailment of security flotations.

G o l d  M o v e m e n t

The month of November showed a net loss of gold to 
this country of more than $26,000,000. Most of the loss 
was through foreign exchange transactions, the first net 
loss of that character in any month since June 1928. 
Exports amounted to about $30,000,000, of which $14,-
500.000 was shipped to France, $10,002,000 to Switzer
land, and $5,010,000 to Poland. The receipt of $1,-
800.000 from Argentina accounted for the bulk of the 
imports. There was a net decrease of $1,000,000 in gold 
earmarked for foreign account, which, together with the 
net exports, reduced the net gain to the country for the 
calendar year to $202,000,000.

France continued to draw gold from England during 
November but to a smaller degree than in the preceding 
months. The November withdrawals from England were 
more than offset by arrivals of gold at the Bank of 
England from Argentina, South Africa, and New Zea
land. Argentina continued to lose gold also to Berlin 
and Paris.

The rapid change in this country from an import to 
an export movement of gold is in some respects com
parable to the change which took place in 1927. From 
January through August 1927, there were net imports 
of $146,800,000 of gold; then a reversal set in and from 
September through December, exports totaled $140,-
700,000. This change accompanied a rapid easing of 
money rates in this country relative to rates abroad.

F o r e i g n  E x c h a n g e

After continuing their October strength until mid- 
November, the European exchanges eased off until the 
22nd when they recovered their earlier firmness. Ster
ling maintained its strength throughout the month, 
dropping below $4.87% only on the 18th and 20th, and 
was quoted around $4.87 15/16 as the month closed. 
French francs ruled above $0.0394 until November 4 
after which they declined gradually to $0.0393% on the 
20th,but on the 25th they had recovered to $0.0393 15/16, 
or slightly higher than the calculated outgoing gold 
point. Reichsmarks were subject to somewhat wider 
fluctuations; they sold at $0.23921/4 on the 1st, fell to a 
low of $0.2389% on the 18th, and rose to around $0.2394 
on the 29th. Belgas declined from $0.1399% on the 2nd 
to $0.1398 on November 19th, and again on the 22nd, 
but subsequently rose to $0.1399%, which is above the 
theoretical gold export point. Dutch guilders early in 
the month were strong at $0.4037%, fell on the 18th to 
$0.4031%, and improved later to better than $0.4036.

Swiss francs, contrary to the general tendency, gained 
steadily from a low of $0.19351/4 on November 7 to 
$0.1941% on the 29th, the highest in recent years. Lire 
were irregular and declined to about $0.0523% after 
recording a new high since May 4 ($0.0524 1 /16) on 
November 2.

Scandinavian currencies continued the strength they 
gained towards the end of October, with Swedish crowns 
in the lead at $0.2691 on the 29th, and Danish and Nor
wegian crowns closing the month firmly around $0.2680. 
The Spanish peseta continued the decline begun on 
October 14 and weakened steadily to $0.1373 on Novem
ber 26.

Though traders in the Japanese yen had largely dis
counted the news, the announcement of a stabilization 
credit and of the date of resumption of free gold move
ments carried this exchange above $0.49 on November 
20 and 21, a movement which was followed by a reac
tion to $0.4886 on the 26th. Both Canadian dollars and 
Argentine pesos were weak during November. The 
former ruled at a discount of $0.02 and over from 
November 12 to 18, and sold at around $0.99 near the 
month-end. The peso fluctuated weakly around $0.94.

C e n t r a l  B a n k  R a t e  C h a n g e s

During the month of November, ten European central 
banks reduced their official rate of discount; of these, 
two banks— those of Holland and Danzig— effected two 
successive reductions. The first revision of rates fol
lowed the announcement of a reduction of one-half per 
cent to 6 per cent in the Bank of England rate on Octo
ber 31, and the lowering of the New York bank rate 
from 6 to 5 per cent effective November 1. On Novem
ber 1 the Netherlands Bank, which has increased its 
gold and foreign exchange holdings $16,700,000 since 
the end of June, bringing its gold ratio to nearly 54 per 
cent, lowered its rate by one-half per cent to 5 per cent. 
The earlier rate had been in force since March 25. On 
the next day, November 2, the Reichsbank rate, which 
had stood at 7 %  per cent since April 25, was lowered 
to 7 per cent. The Reichsbank has acquired $84,000,000 
in fresh reserves since the end of June; its reserve ratio 
is about 63 per cent, and its currency is firm on all the 
foreign exchange markets. The withdrawal of funds 
from stock exchange employment in Berlin was one 
cause which contributed to easier money in that center 
and brought about a readjustment of both private and 
official rates. On the 2nd also the Bank of Danzig 
lowered its rate from 6 %  to 6 per cent. On the 4th the 
National Bank of Hungary, whose rate had stood at 8 
per cent since April 24, effected a half per cent reduc
tion to 7 %  per cent. This bank also has made a small 
gain in reserves since the middle of the year. The 
drain upon its foreign assets in the past has been 
towards New York and Berlin, where an easier position 
is now present.

A  second series of rate reductions began towards the 
middle of November. On the 14th the National Bank of 
Belgium, where a 5 per cent rate had ruled since August
1, lowered its rate to 4 %  per cent. This bank has added 
over $21,000,000 to its reserves since the end of June 
and had at last report a reserve ratio of 57.7 per cent.
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Here too a stock exchange slump released funds for use 
in the Brussels money market proper. Coincident with 
the reduction of one-half per cent in New York on 
November 15, the Warsaw rate was lowered by the Bank 
of Poland from 9 to 8 %  per cent. The Polish central 
bank is in a strong position (reserve ratio 61.4 per cent 
on November 1 0 ) ; internal credit conditions are reported 
easier than at any time since last autumn; and the for
eign trade of the country has shown successive export 
balances since July. A  second reduction of one-half per 
cent to 4 %  per cent was effected by the Netherlands 
Bank on November 16.

On the 21st, the Bank of England again lowered its 
rate one-half per cent to 5 %  per cent. Its bullion hold
ings are £3,300,000 greater than at the time of the 
October 31 reduction; its banking reserve is greater by 
£7,500,000 and the reserve proportion has risen from 
30.1 to 35.8 per cent. This change in bank rate was 
followed on the 22nd by a lowering of the Bank of Nor
way rate to 5 %  per cent from the 6 per cent rate estab
lished on September 27. On the 23rd the Austrian 
National Bank moved its rate downward from 8 %  to 8 
per cent, the earlier rate having been in force since Sep
tember 28; and the Bank of Danzig effected a second 
half per cent reduction to 6 per cent. On the 26th the 
National Bank of Rumania rate was reduced from 9 %  
per cent, where it had stood since May 14, to 9 per cent. 
Satisfactory export sales of the last wheat crop have 
brought additional foreign assets into the central bank 
and increased its reserve ratio to over 47 per cent at last 
report.

The Bank of the Republic of Colombia raised its rate 
by one per cent to 9 per cent on November 20, following 
an outflow of gold to New York in October and a conse
quent tightening of money at Bogota. The Reserve 
Bank of Peru moved its rate up from 7 to 8 per cent on 
the 13th, and back again to 7 per cent on the 23rd of 
November.

B u i l d i n g

October building contracts awarded in the 37 States 
east of the Rockies were about the same as in September, 
but were 25 per cent smaller than in October 1928, a 
slightly larger year-to-year decrease than occurred in 
September. Residential contracts, although somewhat 
above the low level of September, were still 43 per cent 
below the volume of October 1928, and public works and 
utility projects declined further to a figure 43 per cent 
below a year ago; other principal classes of non-residen- 
tial work, however, compared favorably with last year’s 
volume. The accompanying diagram shows the recent 
trend of building contracts, both for residential work 
and for non-residential projects.

The total value of building contracts awarded during 
the first 10 months of this year has been 12 per cent 
smaller than in the corresponding period of 1928, and 
during the first three weeks of November there has been 
a decline from last year’s level of more than one-third 
in the daily average amount of contracts awarded.

In the New York and Northern New Jersey district, 
contracts awarded during October, though 25 per cent 
above the previous month, were 46 per cent smaller than

the total of October 1928. Residential contracts contin
ued well below last year’s level, and commercial building 
was smaller, but the largest decline was in public works 
and utility projects. Construction of this type was less 
than one-quarter that of October 1928, which was, how
ever, a month when a particularly large volume of pub
lic construction was contracted for.

B u s i n e s s  P r o f i t s

Earnings reports of 220 industrial and mercantile 
companies show net profits for the third quarter 17 per 
cent larger than those of the corresponding quarter of 
1928, a considerably smaller increase over a year ago 
than was reported in the preceding six months, when 
the increase averaged well over 30 per cent. In 1928 the 
trend of corporate profits was slightly upward from the 
second to the third quarter, accompanying a rising level 
of business activity, whereas this year profits were smaller 
in the third quarter than in the second. The decline of 
third quarter net profits this year corresponded closely 
with the movement in 1927 and considerably exceeded 
the seasonal reduction that took place in 1926.

Entering largely into the less favorable showing of 
the third quarter was a drop of 17 per cent below last 
year’s level in the net profits of automobile manufac
turing companies, which at the end of the half year 
were somewhat ahead of 1928. Aside from this and a 
small decline in net earnings of building supply com
panies, however, all other groups of concerns had larger 
profits than a year ago.

For the completed nine months of the year ended 
with September, net profits of these same 220 companies 
aggregated 26%  per cent more than the figure for the 
corresponding three quarters of 1928, and 51%  per cent 
more than in the same period of 1927. The only decline 
as compared with 1928 was one of 3 per cent in the 
profits of the motor car companies.

Telephone company net profits in the third quarter 
were 10 per cent higher than a year ago, and for the 
completed nine months showed an increase of 8 per cent.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

December 1, 1929



94 MONTHLY REVIEW, DECEMBER 1, 1929

Earnings of other public utility companies were approxi
mately 17 per cent above last year, slightly less than the 
increase for the first six months. Net operating income 
of Class I railroads increased somewhat less between 
the second and third quarters than was the case in 1928, 
but exceeded by a small amount the figure for the third 
quarter of 1926, which was the previous high point of 
railroad earnings for recent years. So far in 1929, net 
operating income of the railroads has been 17 per cent 
larger than 1928, and 8 per cent above the high nine 
months figure of 1926.

(Net profits in millions of dollars)

Corporation groups

Motors............................... . .................
Motor parts and accessories

(exclusive of tires).........................
Oil....................................... ...................
Steel............ ..........................................
Railroad equipment..........................
Food and food products................. ._
Machine and machine manufacturing
Copper..................................................
Coal and coke.....................................
Other mining and smelting.............
Chemicals. . . .......................................
Building supplies................................
Tobacco................................................
Amusement.. . ....................................
Electrical equipment.........................
Miscellaneous......................................

Total 16 groups.

Telephone (net operating income) . 
Other public utilities.........................

Total public utilities.

Class I railroads (net operating 
income)........................................

No.

12
16
25
12
5 

27 
18
7
6 

12 
10 
11
4
4
6

45

220

95

193

180

Third quarter

1928

108

13
53
49

3
32
12
9
1
8

18
8
3
5

20
53

395

59
192

251

358

1929

13
57
86
4

40
13
13
2

12
21
8
3

10
25
63

459

66*
224

290*

397

Nine months

1927

255

20
71

119
13 
89 
27 
12
6

17
41
19
7

14 
47

110
867

173
561

734

810

1928

311

32
103
129

9
93
32
22

3
21
48
17 
7

18 
54

140

1039

188
623

811

1929

302

41
132
250
12

108
40
37
6

35
59
20
8

27
71

168

1316

960

MILLIONS OF TONS THOUSANDS OF CARS

vious two years. Production of steel ingots in Octo
ber did not show the usual seasonal increase, and 
output of automobiles was down more than usual. 
Copper production showed about the usual seasonal 
increase, but as in the case of both steel and automo
biles was substantially under the levels of last spring 
and was also lower than a year ago. Other declines, after 
seasonal allowance, were shown in production of pig 
iron, lead, zinc, petroleum, coke, and wheat flour, in 
deliveries of tin, in slaughterings of live stock, and in 
wool mill activity.

Consumption of raw cotton increased more than usual 
in October, and compared favorably with the levels of 
the previous two years, but prospects of a curtailment 
of mill activity were reported in November. Other 
increases after seasonal allowance occurred in mill con
sumption of raw silk, in mining of anthracite coal, in 
sugar meltings, and in production of newsprint paper.

Output of steel declined considerably in November, 
whereas usually there is only a small decrease, and 
the output of automobiles was reported to have been 
much curtailed. Average daily production of coal and 
of petroleum also was lower than in October.

(Adjusted for seasonal variations and usual year-to-year growth)

203*
732

935*

* Partly estimated

P r o d u c t i o n

The trend of industry in general continued in October 
to be downward, and a majority of this bank’s indexes 
showed declines from September, after allowance for 
the usual seasonal changes. Comparisons with a year 
ago were less favorable than in recent months, and, after 
allowance for the usual growth of industry, a majority 
of the lines shown in the following table were lower 
than a year previous.

This tendency is illustrated in the accompanying 
diagram, which compares the recent trend of activity in 
several of the leading industries with that of the pre-

1928 1929

Oct. Aug. Sept. Oct.

Producers’ Goods
112 129 122r 118
120 134 134 115

Cotton consumption.................................... 101 99 99 103
Woolen mill activity.................................... 94 101 95 91p
Silk consumption.......................................... 99 109 102 116

112 120 116 115p
Bituminous coal............................................ 89 83 88 88

106 121 116 115
Copper, U. S. mines.................................... 121 112 115r 115

100 96 107 103
94 104 101 92

Tin deliveries................................................. 103 110 121 100
Leather, sole.................................................. 116 109 lOlr 107

123 124 118 113
Paper, total.................................................... 105 107 102

101 111 103
Consumers' Goods

Live stock slaughtered................................ 102 99 108 101
Wheat flour.................................................... 95 99 90 86
Sugar meltings, U. S. ports....................... 103 102 71 89
Gasoline.......................................................... 104 104 103
Anthracite coal............................................. 114 79 102 111
Paper, newsprint.......................................... 91 91 86 90
Tobacco products......................................... 105 106 107 107
Boots and shoes............................................ 103 123 113 114p

142 93 89 91p
Automobile, passenger................................ 104 122 112 93
Automobile, truck........................................ 114 110 lOlr 110

p Preliminary r Revised
THOUSANDS OF BALES THOUSANDS OF TONS

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

December 1, 1929



FEDERAL RESERVE AGENT AT NEW YORK 95

Car loadings both of merchandise and miscellaneous 
and of bulk freight declined in October, when usually 
there is little change or perhaps a slight increase, and 
showed less than the usual year-to-year growth over 
a year previous. Retail distribution of goods also was 
lower than in September, after seasonal allowance, but 
the foreign trade of this country was higher.

(Adjusted for seasonal variations and usual year-to-year growth)

Indexes of Business Activity PER CENT

Primary Distribution
Car loadings, merchandise and misc. r . ..
Car loadings, other......................................
Exports...........................................................
Imports...........................................................
Panama Canal traffic..................................
Wholesale trade............................................

Distribution to Consumer
Department store sales, 2nd Dist.............
Chain grocery sales......................................
Other chain store sales................................
Mail order sales............................................
Life insurance paid for................................
Advertising.....................................................

General Business Activity
Bank debits, outside of N. Y. City.........
Bank debits, New York City. ..................
Velocity of bank deposits, outside N. Y.

City............................. ...............................
Velocity of bank deposits, N. Y . City.. . 
Shares sold on N. Y. Stock Exchange. . .
Postal receipts...............................................
Electric power............... ................................
Employment in the United States r........
Business failures...........................................
Building contracts, 36 States....................
New corporations formed in N. Y. State 
Real estate transfers................................

General price level...................................
Composite index of wages.....................
Cost of living............................................

1928

Oct.

lOOr
97

105
111
89

94 
99101

105
98
95

106
164

117
188
389
88

109
lOOr
115
136
126
84

177
224
172

1929

Aug.

lOlr
97

100122
92

107

99
96

103
139
101
99

117
195

135
228
404

87
110
103r
109
96

113
78

182
227
174

Sept.

lOOr
96
97 

116
84

103

104
92

103
134
111
103

116
203

135
242
426

81
108
103r
99
99

107
76

183
229r
173

Oct.

98r
92

lOOp
124p

105

93
99

119
99

100

116
218

137
244
540
86

102r
103
92

108
73

181
228
173

p Preliminary r Revised

E m p l o y m e n t  a n d  W a g e s

The number of workers employed in representative 
New York State factories increased less than usual in 
October. Instead of showing the customary increase of 
about 4 V2 per cent from July to October, factory employ
ment this year increased only 2.8 per cent. It was 
reported that the failure of employment to increase as 
much as usual in October was due largely to a decline 
instead of the usual rather substantial increase in the 
metal industries. The largest losses were in the iron and 
steel and automobile groups. The level of factory em
ployment in the State still remained relatively high, 
however, as the accompanying diagram shows. The 
number of workers employed in October was the largest 
for any October since 1926, and, excepting only the 
period from May to September of this year, the season
ally adjusted index was also the highest since 1926. 
Figures for the country as a whole give similar indica
tions; there was a decline in October, after seasonal 
adjustment, but except for the period from April to 
September, the index was the highest since 1926.

Additional indication of somewhat less satisfactory 
employment conditions is afforded by the rate of volun
tary labor turnover. This rate declined in September, 
instead of showing the usual substantial seasonal in

crease, and continued to decline in October, reaching a 
lower level than a year ago. This indicates that employ
ees did not find the usual increase in employment oppor
tunities this autumn, and that conditions for changing 
their employment were less favorable than they were a 
year previous. The ratio between orders for workers 
and applications for employment at New York State 
employment bureaus has also compared less favorably 
with a year previous in recent weeks.

The total amount of factory payrolls in New York 
State declined slightly in October, when usually there is 
a seasonal increase, and average weekly earnings of fac
tory operatives also showed a decline. Average weekly 
earnings of factory office workers, which are calculated 
once a year by the State Department of Labor, were 
$36.94 in October, compared with $36.37 a year previous, 
thus continuing the gradual rise of recent years. This 
latest figure shows an increase of 93 per cent over 1914, 
an increase well in excess of the rise in the cost of living, 
but considerably less than the percentage increase in 
earnings of factory operatives.

F o r e i g n  T r a d e

Both imports and exports of merchandise during 
October showed more than the usual seasonal increases 
over the previous month. Exports, valued at 
$530,000,000, were $20,000,000 smaller than a year ago, 
however, while imports, valued at $392,000,000, were 
$37,000,000 larger.

Crude foodstuffs, chiefly grains, were the only export 
products less in value than in September. The failure of 
grain exports to show the usual increase for this period 
is partially explained by the comparatively early crop 
movement this year. The value of grain products 
shipped in October 1929 was less than half that of a 
year ago, but due to heavy shipments early in the season, 
the value for the four months ended October 1929 was 
about 21 per cent under that for the corresponding 
period in 1928. Shipments abroad of finished and partly 
finished manufactures continued to show gains over a 
year ago, but the value of other groups of exports de
clined.
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All groups of imports showed increases over the pre
vious month, and all except manufactured foodstuffs, 
mainly sugar, showed considerable increases over a year 
ago. Quantity receipts of coffee, crude rubber, and raw 
silk were greater than either in the previous month or 
in October 1928. The quantity of raw silk imported 
slightly exceeded the previous record of two months ago.

D e p a r t m e n t  S t o r e  T r a d e

A  preliminary inquiry concerning November busi
ness in a number of the large New York City stores 
indicated that sales during the first half of the month 
averaged about 6 per cent smaller than a year previous. 
The decline was reported to be in luxury lines; sales of 
other types of merchandise were reported to be continu
ing in about the usual volume. Specific reports as to 
certain luxury lines such as jewelry and diamonds indi
cate that even in these lines sales were in some cases 
better than a year ago.

The October reports of leading department stores in 
this district showed an unusually large increase in sales 
over a year ago, especially in New York, where there 
was an increase of 8 per cent, the largest since August
1927.

Substantial increases in October were reported also in 
Southern New York State, the Hudson River Valley 
District, the Capital District, and the Westchester Dis
trict. Rochester and Bridgeport reported slightly more 
than the usual increases, but Buffalo, Syracuse, and 
Northern New York State department stores continued 
to report decreases in sales as compared with a year 
previous. The reporting apparel stores continued to 
show a substantial increase in sales over last year.

Stocks of merchandise showed a substantial increase 
during October in preparation for the holiday trade, 
but were only 1 per cent higher than a year ago at the 
end of the month. Collections on charge accounts out
standing were slightly lower than in October 1928, but 
preliminary indications were that collections in Novem
ber were somewhat better than last year.

The apparel departments were prominent among those

96 MONTHLY REVIEW,

Locality

Percentage 
change 

October 1929 
compared with 
October 1928

Per cent of 
accounts 

outstanding 
September 30 

collected in 
October

Net
sales

Stock 
on hand 
end of 
month 1928 1929

New York........................................................... +  8.1 +  1-7 56.3 52.9
Buffalo ............................................................ —  2.7 —  2.5 45.0 43.2
Rochester............................................................ +  4 .5 +  7.7 47.1 42.9
Syracuse ....................................................... —  6.0 +  7.7 36.7 33.8
Newark .............................................................. +  2.4 —  4.2 46.0 48.5
Bridgeport.............................. ........................... +  4 .4 +  2.3
Elsewhere............................................................ +  6.0  

— 19.1
+  4 .3 42.4 42'.7

Northern New York State.........................
Central New York State............................ +  0.4  

+  6.7
+  5.9  
+ 15 .3

Southern New York State.........................
Hudson River Valley District...................
Capital District.............................................
Westchester District.................................... +  5.4

All department stores.................................. +  6.2 +  1-1 51.1 49.4

Apparel stores............................................... +  7.4 +  2 .7 48.7 49.7

DECEMBER 1, 1929

showing the largest increase in sales in October, as the 
following table shows.

Net sales 
percentage change 

Oct. 1929 
compared with 

Oct. 1928

Stock on hand 
percentage change 

Oct. 31, 1929 
compared with 
Oct. 31, 1928

Women’s and Misses’ ready-to-wear + 22 .6 —  6.4
Toys and sporting goods................... +  13.1 —  1.0
Women’s ready-to-wear accessories + 12 .7 +  5.1
Men’s and Boys’ wear....................... + 12 .2 —  4.8

+  9 .7 —  6.1
+  9 .0 +  1.1
+  7.7 +  0 .9

Linens and handkerchiefs................. +  7 .3 +  3 .2
Books and stationery......................... +  7 .2 +  6 .2
Luggage and other leather goods. . +  7.1 +  5.9
Home furnishings................................ +  6 .0 + 1 4 .6
Men’s furnishings............................... +  5.7 —  3.0
Toilet articles and drugs................... +  5.6 —  7.1
Cotton goods....................................... +  3.7 +  2 .2
Silverware and jewelry..................... +  0 .8 —  0.2
Woolen goods...................................... —  9.2 —  9.4
Silks and velvets................................ — 12.9 — 15.4
Musical instruments and radio. . . . — 35.2 +  5.4
Miscellaneous...................................... —  3.0 —  2.7

W h o l e s a l e  T r a d e

October sales of reporting wholesale firms in this dis
trict showed substantial seasonal increases in most lines, 
and were larger than a year previous in a majority of 
cases. The average increase over October 1928 was not 
large, however, as sales in that month were of unusual 
volume. Sales of groceries, stationery, and paper con
tinued the increases over last year which have been 
reported for a number of months, and sales of drugs, 
shoes, and jewelry also were higher than in October
1928. Quantity sales of silk goods reported by the Silk 
Association showed a substantial increase over last year, 
and orders reported by the National Machine Tool 
Builders’ Association were 13 per cent above the large 
volume of October 1928. Sales of men’s clothing and 
diamonds, however, showed decreases of 11 and 20 per 
cent, respectively, compared with last year.

Stocks of groceries and drugs continued to be larger 
than last year, while a decline was reported in the stocks 
of cotton goods, silk goods, shoes, hardware, and dia
monds and jewelry. Collections averaged a little slower 
than last year, but there were considerable differences 
in various lines.

Commodity

Percentage 
change 

October 1929 
compared with 
September 1929

Percentage 
change 

October 1929 
compared with 
October 1928

Per cent of 
accounts 

outstanding 
September 30 

 ̂collected 
in October

Net
sales

Stock 
end of 
month

Net
sales

Stock 
end of 
month 1928 1929

+ 15 .2 + 16 .4 +  2 .0 +  6 .4 77.9 76.1
Men’s clothing.............. — 21.1 — 11.0 39.0 39.3
Cotton goods................. + 19 .6 —  ‘ 3.3 +  0 .6 —  Y .S

+  1.6* +  1.8* 1+13.0* —  0.6* 46.2 48‘.0
— 10.4 —  6.4 +  4.1 — 23.5 54.2 49.9
+32 .7 —  3.2 +  8 .8 + 29 .0 44.8 37.9
+ 21 .8 —  4 .7 0 — 10.6 48.1 49.7

Machine tools**........... + 33 .8 + 13 .4
+ 19 .6 + 13 .4 46 ’.4 52.4
+ 10 .8 +  5 .0 62.9 71.2
— 14.9 )—  1 2 — 19.9 J— 13.3 | 23.4 ) 27.4+ 31 .6 1 +  1.4 J

Weighted Average.. . +  6.9 +  1-2 54.0 53.5

* Quantity not value. Reported by Silk Association of America
** Reported by the National Machine Tool Builders’ Association
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Index Number of Production of Manufactures and 
Minerals Combined, Adjusted for Seasonal Vari

ations (1923-25 average =  100 per cent)

Index Numbers of Factory Employment and Pay
rolls, Without Adjustment for Seasonal Vari

ations (1923-1925 average =  100)

MILLIONS OF DOLLARS MILLIONS OF DOLLARS

Reserve Bank Credit (Monthly averages of daily 
figures for 12 Federal Reserve Banks; latest 

figures are averages of first 21 days in 
November)

1 9 2 5  1 9 2 6  1 9 2 7  1 9 2 8  1 9 2 9

Money Rates in the New York Market (November 
rates are averages for first 20 days)

Business Conditions in the United States
(Summarized by the Federal Reserve Board)

INDUSTRIAL production declined further in October, and there was also a 
decrease in factory employment. As compared with a year ago, industrial 

activity continued to be at a higher level, and distribution of commodities to 
the consumer was sustained. Bank credit outstanding increased rapidly in the 
latter part of October, when security prices declined abruptly and there was a 
large liquidation of brokers loans by nonbanking lenders. In the first three 
weeks of November further liquidation of brokers loans was reflected in a 
reduction of security loans of member banks. Money rates declined throughout 
the period.

P r o d u c t i o n

Production in basic industries, which had declined for several months from 
the high level reached in midsummer, showed a further reduction in October. 
The Board’s index of industrial production decreased from 121 in September 
to 117 in October, a level to be compared with 114 in October of last year.

The decline in production reflected chiefly further decreases in output of 
steel and automobiles. Daily average output of shoes, leather, and flour also 
declined, while production of cotton and wool textiles increased. Preliminary 
reports for the first half of November indicate further reduction in output of 
steel and automobiles, and a decrease in cotton textiles.

Total output of minerals showed little change. Production of coal increased, 
and copper output was somewhat larger, while daily output of crude petroleum 
declined slightly for the month of October and was further curtailed in 
November.

Volume of construction, as measured by building contracts awarded, changed 
little between September and October and declined in the early part of 
November.

D i s t r i b u t i o n

Shipments of freight by rail decreased slightly in October and the first two 
weeks in November, on an average daily basis. Department store sales con
tinued as in other recent months to be approximately 3 per cent larger than 
a year ago.

W h o l e s a l e  P r i c e s

The general level of wholesale prices showed little change during the first 
three weeks of October, but in the last week of the month declined considerably. 
The decline reflected chiefly price reductions of commodities with organized 
exchanges, which were influenced by the course of security prices. During the 
first three weeks of November prices for most of these commodities recovered 
from their lowest levels. Certain prices, particularly those of petroleum, iron 
and steel, and coal, showed little change during the period.

B a n k  C r e d i t

Following the growth of $1,200,000,000 in security loans by New York City 
banks during the week ended October 30, when loans to brokers by out-of-town 
banks and nonbanking lenders were withdrawn in even larger volume, there 
was a liquidation of these loans, accompanying the decline in brokers loans 
during the first three weeks of November. All other loans increased and there 
was also a growth in the banks' investments.

Reserve Bank credit, after increasing by $310,000,000 in the last week of 
October, declined by about $120,000,000 in the following three weeks. On 
November 20 discounts for member banks were about $100,000,000 larger than 
four weeks earlier, and holdings of United States securities were $190,000,000 
larger, while the banks’ portfolio of acceptances declined by $100,000,000.

Money rates in New York declined rapidly during October and the first 
three weeks in November. Open-market rates on prime commercial paper 
declined from 6% per cent on October 22 to 5y2-5% per cent on November 20; 
during the same period rates on 90-day bankers acceptances declined from 5% 
per cent to 3% per cent; rates on call loans were 6 per cent during most of 
this period, but declined to 5 per cent in the third week of November. Rates 
on time loans also declined.

The discount rate of the Federal Eeserve Bank of New York was lowered 
from 6 to 5 per cent, effective November 1, and to 4% per cent, effective 
November 15, and the discount rates of the Federal Reserve Banks of Boston 
and Chicago were lowered from 5 to 4^  per cent effective November 21 and 
November 23.
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